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~ our big picture is
all about the detail

Over the past 85 years, Qantas has grown from a small outback flying operation to one
of the world’s most successful airlines. The Qantas story is one of technical innovation,
commercial achievement and community contribution. This success, and our reputation
for safety and world-class service, are due in no small part to the passion and
dedication of generations of Qantas people for whom no detail is too small.
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report from the

chairman and chief executive

officer

Qantas was named one of the world’s top airlines in the prestigious Skytrax World
Airline Awards, the world’s largest airline passenger survey. We have held the number
two ranking in 2005 and 2006 while some strong competitors experienced a fall in
their survey ratings — an impressive achievement that demonstrates Qantas is well
established amongst the world's top quality airlines.

To our fellow shareholders
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Our Results
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“We managed the transition to full A-IFRS accounting this year — a major challenge at
a time when business transformation continued to be a key focus. We succeeded in
meeting our Sustainable Future targets at the same time as implementing the new
financial reporting standards.” peter Gregg, Chief Financial Officer and Executive General Manager Strategy

Our Results continued
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“Our achievement in reducing costs over
the last three years has been underpinned
by Segmentation, which has given much
greater transparency to costs and
performance in each part of the business.”
Geoff Dixon, Chief Executive Officer

The Cost of Fuel
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A New Fleet
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(Welhavelalsojcontirmediordersiordiourda 33022 00 aircrafiss
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Investment and Growth
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fsenvicelexperiencedwilllbelfullylimplementediwhen]@antasgA380]
flightslcommence

Jetstarfpresentstalmajorgrowthlopportunityfandlonefthat
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Opportunities for Associated Businesses
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Opportunities for Associated Businesses continued
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A Sustainable Future
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Australian Aviation Policy
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“The Qantas Group must continue to grow,

and that growth must be profitable.”

Geoff Dixon, Chief Executive Officer

“The next phase of Segmentation

will drive the success of our Sustainable
Future Program.” peter Gregg, Chief Financial
Officer and Executive General Manager Strategy
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“Investing in our product and maintaining
our high service standards is critical to our
success and will continue to be a priority
for the Group.” Margaret Jackson, Chairman

Australian Aviation Policy continued
[LbeloantasiGrouplemploystaroind]34'000peoplelinYAustrali
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lemploymentfinlmanylothedareasy

Qantaslilalsolthelsinglellargesprivatelcontributogtoyaustralian
lourismimarketingloverseastendlalsubstantiallpurchasee g ods)
andlseavicesiproducedibyfAustralianjbusinessesy
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lissuestsuchlas])

Gioreignlownershipllimits¥thelremoval [ofawhichiwould assist
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[Australisnlinternationallcarrierstand|
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WorkChoices
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otdenvizenmendodouemployeesiwelhavelagwell
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Safety First
lheJQantaslrouplemployeelsafetylprogramybelsafeRhas
[ealisedlmoreithants25olmillionlinfmeasirablelcostisavingisince
itfcommencedlint20018
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ileR200/pegcentimeasurablelreturnlonlinvestmentlovergthelfive
jyearslofithelprogramy
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Sharing the Spirit
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Board Changes

fimiKennedyWAOYCBER etizedlastalDirectaont30liunel20063
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Rompanylandmadelajtremendoustcontributionloveritt emorey
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[otithelBoardonkil ulyr2006Y

I emestwasiGhieflExecutivelotficedandManaginglbirectogo’y
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Bviatonfcoupiediwithinistextensivelbusinesstandlboardlexperience
Lwilllbelinvaluableltolgantasy

“Qantas is a great contributor to
Australian employment, tourism and the
community.” Margaret Jackson, Chairman

The Future
'Suroverarchinglfinanciallgoallistorthel@antasiGroupito]
IConsistentlylachievelitsfcostioficapitals
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ThroughcutithelGroupgwillicontinueltolimpzovelproductivity
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at Qantas, we are investing In
people, product and service to achieve
our ambition — to be the world’s best

premium airline

our

“The two distinctive and competitive brands of Qantas and Jetstar are central to
the Group’s future growth strategy. While Jetstar redefines the value-based market,
Qantas is firmly focused on growing premium business and leisure markets.”

Peter Gregg, Chief Financial Officer and Executive General Manager Strategy

international
Qantaslinternationallserviceslcurrentiylaccountjford3ifpencent]
otfalliflightsidepartingAustralialeachlweek¥asloneloffthelworld;s]
leadingllongldistancelcarriersiQantasiotterstmorelthantslg]
internationallserviceslalweekdincludinglthoselwithlcodeshares
[partnedairlinesktolg0ldestinationslini3gcountriesy

\ThelarrivallofthelairbustA3so]ink200 7istalkeylpartfofsthelGroup;s)
Fstrategyliolincreasel@antasdinternationallmarket{share

phefassolwilllprovidelnetworkigrowthifod@antastasiwell
fastadditionallcapacitylonlsiotconstrainedlrouteslincluding]
IosTangelestand]ifondon

Two Brand Strategy

[ helfocuslonl@antastandlietstagsawdalieconomylinternationall
leisurelcarriedaustralianfAirlinesiceaseltolexisiastalbrandlon]
20)1Uner?0068WhileJAustraliantAirlinesafleeJofiB76 28300 aircratt)
fandfcrewlcontinuetollvifrombtheigexistinglGairnsibaseYservices)
nowloperatelundedthel@antas|brandfasitwosciassStulliservice]
linternationallflightsy

“The Qantas A380 will provide a glimpse

of the future of long haul flying, with

new First, Business and Economy cabins.
Internationally renowned Australian
industrial designer Marc Newson is involved
in every detail of the cabin design to create
a truly unigue inflight experience.”

John Borghetti, Executive General Manager Qantas
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intepnational

“Working together gives airlines a vital competitive edge beyond anything they
can achieve individually. We only align with partners who share our commitment
to excellence in service and safety standards.” john Borghetti, Executive General Manager Qantas
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Domestic
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“Qantas domestic services offer two-class aircraft, inflight meals and entertainment
and a comprehensive range of associated products and services for both business and
leisure travellers. These include QuickCheck self-service kiosks that provide customers
with the simplest and fastest way to check-in for a domestic flight. All domestic
tickets are now computer generated e-tickets, and almost half are booked online
at gqantas.com.” John Borghetti, Executive General Manager Qantas
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Network Developments
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“QantasLink demonstrates its support for regional Australia through the delivery
of sustainable air services and the employment of more than 1,000 people, many
of whom are based outside capital cities in centres such as Cairns, Mildura, Newcastle
and Tamworth.” john Borghetti, Executive General Manager Qantas
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Network Developments
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Jetstar’s focus on otrering
the lowest tfares has opened air travel
to more people

Five million fares - or 50 per cent of all Jetstar tickets — have been sold for $100
or less. Jetstar has made domestic leisure travel more affordable and aims to d¢
the same overseas with the launch of international operations in November 2006.
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“Jetstar has created 1,300 new jobs since
2004 and will add a further 550 positions
by mid-2007, with the expansion of
international operations. Within five
years, Jetstar will operate a fleet of 60
narrow and wide body aircraft across its
domestic and international networks.”
Alan Joyce, Chief Executive Officer Jetstar

Network Developments
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“With the lowest cost operations of any international carrier flying to Australia, :
Jetstar's long haul services will offer growth opportunities for the local tourism
industry. Jetstar will introduce extra levels of comfort and space with StarClass, fly
from alternative ports to popular overseas destinations and work closely with Jetstar
Asia on opportunities in the intra-Asia market.” Afan Joyce, Chief Executive Officer Jetstar
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we take thousands of hours and
involve every discipline in Qantas
to choose the right aircraft

The Qantas Group has a well-earned reputation as an industry leader in fleet
management - from sefecting new aircraft to creating the best mix of aircraft types
to meet diverse operational and commercial demands.

Fleet Strategy Boeing 787
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“A key benefit of the B787 — and an important contributor to selection for the Qantas
fleet - is the lighter fuselage constructed from composite material, which will allow
the aircraft to fly further with a full payload, burn less fuel, fly faster than any other
aircraft of its size and reduce maintenance costs.”

Peter Gregg, Chief Financial Officer and Executive General Manager Strategy
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Airbus A380

T helairbustasoiithelworldislargestipassengedaircratfslwill
providelincreasedlcapacitylonipayloadieriticallroutestandlintossiot]
canstrainedfairportssuchlasilfondontand]lostangelesy

pheliicsfA380]islexpectediinllatel200 /Awithldeliverylcompleted
bylmid:20098@antaswilllhaveli2fA3sostinlitsitieetdbystheltimelthel
Group:sfirsiB78 Zarrives

Fleet Renewal
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Betweent30) unel2006landl30Septembert200eYantadditional
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Aircraft Naming

L heloantastGroupslprogramlofnaminglaircraftlatterfAustralian]
townsycitiestand[regionslislbeinglextendeditofaustialianfaviation]
[pioneerstforgthelnewlA 380 leet

piheltirsifasgolwilllbelnamedlinlhonoufofiSilyearoldlaviatrix
NancyjBirdiWaltonYonelotfAustraliastiirstifemalelcommerciallpilotsy

D ring}2005/0680antas]e 737800 aircrafwerelnamedPAustraling)
82 thursilisiandYeannlRiverdEvandaleYvoreeYaieanbeyantand]
Wangaratta¥a330:300faircratiiwerelnamedicairns¥Noosaland)
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Operational Aircraft Fleet (as at 30 June 2006}
Elexcludestonelaircratinotinfoperationallservicel
lincludesitwolaircrafiithatlarelinithelprocesstoflbeinglconverted]
iolfreighters]
loperatedibylletstar
(QantasfannuallReporid2006]
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world class engineering -
a multi-million dollar investment

More than 6,000 skilled engineers Australia-wide work on Qantas aircraft day and
night. They undertake around 125 heavy maintenance checks each year, with a typxcal
B747-400 ‘D' Check involving 55,000 man hours and over 9,000 tasks.

Qantas Engineering

QantaslEngineeringlislonelofithellargestlaircrattfengineering)
andmaintenancelorganisationslinithelasialpacifidregion

Gantasihaslinvestedimoreithant3 300]millionlinfadvanceditechnicall
facilitiestandjtraininglovegthelpastifivelyearsy

NTojfurthedimprovelcompetitiveness¥alwidelranginglreviews
GiQantaslEngineeringloperationsicommenced|int20068

Highlights

JQantaslopenedlalnewsssalmillionlMatetialfandllogistics}
[BistributioniGentrelaiMascotlintoydneylintApei 2006NT hejfaci ity
includeslonelofsthelmostfadvancedlautomatedlorder{pracessing]
fandlhandlinalsystemslinfAustraliay

i nPantiaryl2006Y@antastannouncedjthatligwouldlformla
JjointiventurelwithlSRiTechnicsitolprovidelA380lcomponent!
managementservicesiiolA3B80loperatorsy

Q1 elestablisbmentlotfalnew$20ImillioniRollsRoycelenging]
GentreloflexcellencelinlsydneyiwastannouncedlinAl Gust2005)
frolmaintaintthelRolisRayeelrB2 ifenginesiused]bylQantasy
[A%similadGentelofExcellencelthellefTurbinelServicestioint
venturelwithlPatrickfeorporationBistiocated]inlVelbaucne
fogthelmaintenanceloflGElenginesy

rhelnewtsasimillionlBrisbaneld767HeavyiMaintenance]
operationtopened]inuly}20053

Heavy Maintenance Transformation
[Qantasgcommitmentitolietaininglheavyimaintenancelworkland|
JjobstinfAustralialsavathelnumbedcifatstraliankstestfogwidelbody,
Jaircraftlworklreducediiromithreegtoliwolwithlthelclosurelod
Sydneyla7a7lkeavylMaintenanceliniviay006987a Aworklwas}
ltransierrediiolQantasgmultislinelfacilitylagavalonlinlVictoriay
givinglthisloperationfsuiticientiscaleliofachievelajmorel
CompetitivelperformancedMorelthanki900lQantaslEngineering|
aﬂﬂmmmam@ﬁmww
mmwmmmm
jtolremainlinfaustralial

Qantas Defence Services

[QantaslDefencelservicesYalwhollyzownedpsubsidiarylofiQantasy
partnersiwithlaerospacelcompaniesitolprovidelaviations
m@nmmmm

Eorcell ADE)programsy

Amﬂ@ﬁdﬁi@mmﬁmm
mmd@@mmmm
ﬂiﬂﬁh@é@?ﬂn

"Qantas has the most detailed record
keeping practices of any airline in the
world. As a result, we can trace batk
to ‘birth’ all of the critical components
of our fleet! pavid Cox, Executive General Manager
Qantas Engineering

[OantasfanauallReporif2005]
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AssociatediBusinesses

we search throughout Australia and
worldwide for business opportunities
that add value to the company

“Qantas is exploring opportunities for development and investment that will
strengthen shareholder return, deliver benefits for customers and add value to our
Core flying businesses.” peter Gregg, Chief Financial Officer and Executive General Manager Strategy

Freight

LoejfreightidivisionloflQantastand]itsirelated]jointiventure
Mma@ﬂmmmmmmm@mm

Qantaslreightimatketstandlellstthelunde rioonbellylspacelon
aammmmm
freightedfservicestand]chartersservicesy

iofadditionYQantastworkslcloselyawithJAUSiTali Bl POS oI and | &)
landliransport{mailfandlexpressiparcelslaroundiavstral oo o)
jilaldestinationsloverseasy

roensurelilremainslcompetitivelandlsuccesstullastalbusiness
segmentiQantaslereightlisinvestinglinfgrowthfandldiversificationy

feighgierminals¥todexampleVarelcurrent ylundergoingla
aultimilion]doliarfredevelopmentltolimprovelexistingliacilities
andlequipmentlastwellfasttirn¥arounaltimesy

Growthlopportunitieslbeyonditraditionallairlineimarketsiar e a/so
Gy @mmfaed Wi ol Gl e s Cravp Sy peditan
inltheldomesticitimeldetinitelfreightimarkeniiroud Ny ta gl e
ExpisslandaustraliantaidExpress¥bothliointlylcomrolied
pusinessesdwithTAUstralialpostiE Hortstarelfoc ssedlontgrewin)
{ieightirevenuesithioughlopportunitiestNa g GN N tise o e el
offfucthedconsalidationlinlthelsectory




“Each year, thousands of tonnes of letters: and ‘?Ja"'”fka‘gésare shipped around Australia

and the globe. Every mail bag or express ~‘ma|

scanned and assigned to a flight. It.ca

Australia as well as Auckland, Frankfurt,:Hon

tem has a unique bar code which is
e tre cked-from airport to airport across .
ng, Johannesburg, London, Los Angeles,

Manila, Singapore and Tokyo.” Grant Fenn, Execut ve éeneral Manager Associated Businesses

Network and Business Developments

¥ antasathreclB7474001 eighterstoperatedl blservicesieachiwee kIl

telkeylmarketslinfAsiafNorth¥Americaland]Europe

JQantaslistconvertingliourB737:300]passengefaircrafiifoduselty]
faUstralianfaidExpressi(Aa k) §Thelfirsfaircratiwilllenterse wicelinl
(Octobe0068Thelconvetedlireighterstwilildeliversubstantial
mmmmmmmm

foilitstageinglB7274 reightersy

' helMelbourneltreightilerminallislbeinglredevetopedjtolincreasel
expeioperationshuitblexpandedicapabiityladtaleeeuldofliordeny
anﬂmmai’eﬂ&anﬂﬂi@qﬁam
m&ac{l:@fhrnnm

mmmmmwmm
Spacelatithetsydneylbreightilerminallisfalmostfcompleted

B thelredevelopmentfofithelRerthlEreighilerminallwasicompleted|
inlNgvember2005%

J@antasiEreightiwastappointedfasithelGeneralfsatedtagentfand
mmmmw@@m@mwm
\Volga:DneprGroupNoniibluner2006¥ABHopearateslalllcargo]

Highlights

Janias|Ereightlspecialiseslin]logisticallylcomplextand]
fdVerselshipmenistarotndithelwor d¥Hightighttduring!
thelyeadincluded]

L ansportinglzormulafifAustrstiantGrand eridracinglcarstfromy
MelbourneltolMunich8VaisupercarsitolGhinaland|Newzeatand|
FandlGranglerixdvehictestiromlsydneyitolvalaysiafand

Bhandlinglthelireightineedslofliargesscalelentetainmentevents]
suchlastthelRollingjstonesiworldiTournfromllapanitolaustralial
andINevwgzealandfandirtellionlKinglmusicallproductionifroml
Australialtoléhinay

Joint Ventures

QantaslandlAusiralialPosworkicloselyfonttwoyjointiyy
controlledlentities?

(FaustraliantaigExpressisellsithelbel vispacelonl@antasidomestid
servicestand|providesldomestidaigfreightfandimaillsegvicesdand]

omma@mammmm

&ﬁnﬁamm&mmmmm ireightjnetworl¥atredalseconditulllyeadofoperations}

mmmm@mmmaaman@m
seekinglopportunitieshnlnewandlemerginglmarketsy

lunderfjcintlcontrol¥stadrack] M@mmm

o
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Catering
Qantasihashwalwhollylownedlcateringloperationsi®QantasiElight
Cateringllimitedl(@Ecand]CGaterardai portlservicesletyllimited)
(CaterairigwhichlarelleaderslintinellargexscaleglighUCater )
industiylopcihaslcentraslintade aideYBrishbanedMelbournelpert
andlsydneylandlcateraifoperatesicentiestiniCair nslandlsyaneyy
QantasgiiozenlmeallfacilityJSnaplEreshRoperatestoutlofBr isbaney
BetweenlthemYthelfacilitiestemploylaround)3I800]peopl ey

Ink2005/068theselfacilitieslpreparedimorelthantd2imillionmeals
forQantastaslwellfast3olothedairlinestandnonsairl neiclientsaMore)
ihankdlmillionlofitheselmealsiwerelservedorQantastights

Eotiowinglalreviewloflcateringlthaincluded|bothimajon
restiuctuninglopportunitiestandlalpotentialisalelofthe]businessy
QantastannouncedlinfluneRg0sithatlidwouldlretainlitsicates ing
businesslandlsubstantiallylresteuciureltheloperationy

[LhelrestructurelislinitiaflyifocusinglonttheloEGRsydneyland
(Cateraigsydneyitacilitiesfwhichlcarryloutithelgreatestvolumel
oflworkifonQantastandlclientlairlinesWAIIC e airing
serviceshwilllbelprovidedlbyiGateraidwhile]QEGRwilllconcentrate]
onl@antaskcateringliequirementsArhistwilllsireamlinelprocesses
and]lead]tolefficiencylimprovementsy

Lhelcateringleeorganisationiwilllincltidelthelothercatering centedy
puithithelexceptionloftsnapltresh¥andlwilllinvolvelalevien g aing
supplylchainlimproving[preductiengineeringlandldemand]
iorecastingYieducinglinventoryllineseveraginglb oy Mo |powe
andlimprovingltheluselofifoodlproductionitechiologies

“Many months before passengers receive their meal inflight, Australian chef Neil Perry
works with Qantas chefs to design the menus. Following exact specifications, using
the best seasonal ingredients and paying attention to every detail, chefs and catering
staff turn these menus into reality.” Grant Fenn, Executive General Manager Associated Businesses
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ASsociated

“Airport staff oversee the safe departure and arrival of hundreds of Qantas Group
flights each day from dozens of Australian and overseas airports. Behind the scenes,
millions of individually tagged and bar-coded items of baggage and freight are being
dispatched and delivered.” Grant Fenn, Executive General Manager Associated Businesses

Airports
Kirporgterminalstarelincreasinglylbecominglpariofithelcustomen
expetienceSwithlsel fserviceloptionsllikelQuickGheckikiosks

reducingltimelspenticheckingrintanditer minalstotteringlapuiden
selectionloffproductstandlsernvicesy

QantaslownslogsolelylleasesleightldomestigterntinalslinfAustraliots
BrisbaneYcanberraYGoldiGoast HobactilauncestorIMetbour ney
PerthlanalSydney

Morelthanld0lretailloutletsinow]operatelfroml@antasiterminals
in]Brisbane¥GoldlcoastMelbourneYperthfandisydneyYinfadd tion
olvaletfcaghirelandhravelledservices§sidnewstoresiopened)
in}2005/069

Infrastructure Developments

i delsidelAirporistmultittsedterminallopenedlin]Decemberd20054
pithlibelQantasiGroupslinternationallandldomestigservicestall
operatinglfromithelfacilityShelterminallistalsolhomeliolt he
newestlandlmostfadvancedlGantastclubliounge]infaustraliay

gdvvoridislundenwayiiolensurelairporilieadinessttogthelarrivaliof)
thelQantastA3g0link200 74T hislinciUdestantupgradeloflQantas
ClublloungelfacilitieslinfsydneyfandlMelbotirneYastwellfastihe)
keyTA380iportslofilostangelestand]londont

gevfoitporoperationsiwerelestablished]iniBeijing¥San]Erancisco)
andlVancouvedtonthelresumptionloflserviceslt o tNeselnoLtsY

d@antasterviceslwilllimoveltolBangkokislnewlinternationalJair pout
intSeptemberd2006)

g@antaslannouncedithadigwouldfoinlothedonewor|dlalliance
aidineslinfoperatingliramlieathowslupgradedilecminall3iwhen
ifopenslinf2008Y

Airport Innovations

oantaslislspendinglmorelihanly ilsImillicnonfautomated
ihundersiormlalerifsystemslatfAdelaidedBrisbancqDarwiny
Vielbourneland]sydneylairports¥withlGaimstand|Rerthlalsolinder
Consideration¥rhelsysternstaliowl@antasiiolbettedmanagegthe)
operationallimplicationstofithunderstormstand[make]itlsateraton
engineeringlandlramplstatflworkinglonltheltarmacy

iclpiepazeltodthelarnivallofithela3808Qantastandlground;
supportlequipmentisuppliegByronfAviation]haveldeveloped]
anlinnovativelcateringldelivervivehiclefthatlcanlreachitheluppen
[decioflthelaircratty

gQantas¥infconjunctionlwithaustralianimedicallsupplieslcompany]
HaycompYhasidevelopeditheleaglellliftecYaldevicelt hatlassists)
jwithktheltranstedoffcustomersbetweenantairlinelwheetchairg
fandjtheirfseat)

Qantas Heritage Collection

Morelthankl-2:000lvisitorslhavelpassedlinrotighfthel@antas)
ietitagelcollectionfsincel waslopeneditolthel publidatithelsydneys
Comestiglerminall(T3)lintseptembed20058T helpermanend
exhibitionlhighlightsimilestoneslofithelQantasistoryithioughla)
Eeresioflinterconuectedlexhibitionlspacestieaturinglalprice ess)
arayloffaitetactslandlmemorabiliaThelexhibitionfalsolservestas
fanlhistoricallreferencelsourcelforgthelgenerallptiblickmediafand!
aviationfenthusiastsy




AssomatedIBUsinesses

Qantas Holidays
Eordalmosti3slyearsYQantaslHolidaysElonelotfaustralia’s)
llargestitravellwholesalersBhastestablishedlalreputationiior
qualitylproducts

Int2005/06]16Imillionlcustomersiworldwidelpurchasedltailonmade]
Oantasliolidaysipackagestand/productsy

Followinglthefsuccesstulliaunchloffitstonlinelhotelbookingsitel
[ReadyRooms¥andlinlresponsejtolgrowingldemandlforoniine]
bookinglcapabilities{@antasiHolidaystwilllinvestinftechnological
improvementslink2006/078includinglmarketleadingldynamig
packagingitolailowlcustomersitelbookland]payiforfalitheigholidayy
peedslonline¥icludingiilightsdbotelslandlcaisy

Qantasitiolidays\isirepresented]infmorelthangisoliccationstin
PAustratialandlaroundithelworld¥Ashwellfashworkin ghwithiGantas}
(GrouplairlinesN@antasIHolidaysimarketsitravellpackagesifodother
fairlinestundenthelVivallHolidaysibrandy

Product Devetopments Marketing Initiatives
» Qe (lelDeleym clond ) i priedhord werg oy e, Wiy . ot it Werepttean A, @it Colidkps s
imarelhotelshandisightseeinghoudoptionstinlBeijinglandjShanghary developedalnewliangelofexcius Vel paCkagesitolencourage

linlresponsejtolstrongldemandy Ao oy 0 gaiives e befkmess and Bty
BT helresorttisland [0k ahiGhanglinj hailanaRthelciuiselshiplRridey locallyATourismlAustaliaistvolleavelNollifelpragramfaimsitol
ofliawaifNewllersevlinithelUsAfandliongKang]Bisneyland! reducelthelAtstralianfstockpilelofzolmillicntannbalfieaveldaysy
e o o 0 el g2 et oy Sl o et i

coversimorejthanla0ldestinations Jeensan getaway argaret
COVETS estingations @
}1helappealiofiReadyRoomsitalthelcorporatejtravellmackejwas)

ureennanceaINDeCembet 00 RWhenTi Hetsericawas doantastiolidayltelmariedlieadenivbpecialliclidavipackages
PeXpandedltOlal lowlCus tomer AtO|DOOKYAUsta lianYand|New) fogauiiustiandlspenindleventdandicontinueaiolderelcelils
Rerfr) oot e e (e e 1 B ( AEn, Rleadvlextensiveleedicoorfoliofkevieventidurinohneyead
ReReems b et b G B b o ey dio e Gmies lincludedjthelMelbotmeR006léommonwealthlGamesthel EIFA)
FrequeniElyedpointsfatparticipatinglhotelsy (WorldlcuplgualifiedinlsydneylinlNovembe20058the]Earmuiay]

FaustralianlGrandiBrixSthefAustralian[Openirennisichampionshipsy
JalnewemailiserviceYRedletMaitSwasllaunchedlinlbebruaryr2006} thelsydneylbestivalfandlmusicalsithelRrodicerstintsydneyland]
jtoladviselcustomerslofithelfatesonlineldealsy phellion]KinglinMelbourne!
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from the world stage to local Australian
communities = Qantas aims to make
3 difrerence

Every year, Qantas looks at opportunities to support

the arts, sport, community events and charity -
a commitment that goes back decades.

Sharing the Spirit
Qantasimarkedithelsecondlanniversaryloflitsicommunitylprogram?
SharinglthelSpiritfinlbebruaryt20068

(GantasgtivelkeylcharitieslCanTecaYGAREFA st raliayMission)
FausiraliaYstaclightlGhildrensiEoundationfaustraliafand]UNIGEEES
benefittromImanylofithelsharinglihelspirifprofectsYactivities]
andiiundraisingleventsibeldleachjyears

factivitiestduringithelveadincludeds

¥%ootballcoachingleliniginpuly$20068at tended[byl@antas
soccerooslifucas|NeilfandkrimtGahill§fordi 30lchildrens

Hlinvitationsliogyounglpeoplelandlramiliestassociatediwitht
charitylorganisationsitolatiendl@antassponsoredlsporting]
fandlactsleventstincludingfthelkormulafifaustraliantGrand]Brixy
[GommonwealthlGamestQueenisiBaton]RelaylandfAust ratian]
GhamberOrchestralopenlrehearsals

SlthelopeninglGeremonyldresslrehearsalliorthelMelboune]
2006lcommonwealthlGames§whichlraisediS 4070001 o
[MissionfAustralia

Hlimentaoringlsessionslwithlleadinglfashionldesignedandl@antas]
ambassadogReterdMorrisseylodstudentshitudymglfashion
andltextileldesignlinlregionaifareaslincludinglalbuygiodonga
KalgoodiefandiWaggalaggatand

o ettt lite Wi @tz (e R b Alumy-
Wl A S, Bemedin, Mether nd (eflgsene.

Eachlyearf@antastoperatestspecialifiightstiolbenetifandlraise]
ImoneyliodcharitiesYIn¥2005/068theselincludeds

Sihelannuailpathtiaderlcharitylilighi(thisyeagtolbiamiiton
island)Ywh ichlraisedfoveds 807000k odthelRoyallinstitutelfod
et ) Elfd) ey

QD reamtlight¥alcharityiflightifogdisadvantagedlchildrentin}
FagvocthloueensiandYoperated]bylRotarylinfconjunctiontwit
ausiralianfairlinesdand

GcenidiorflightswithlOantaslinkdforchildrentandlcarers]
lassociatedhwithiNewlSouthivwalestehildrenslcharitiestoperated|
byithelRotarylGiublofiurramurralintconjunctionfwiihl
RathfinderstandlthalGhildrenisIbospitallVVestmeady

[QantadFanniialRecor:R2006]
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“Qantas makes a significant contribution
to the community, whether it’s flying
home stranded passengers, donating
to local charities or supporting our
sporting heroes representing their
country in Australia and overseas. Above
and beyond our corporate sponsorships
are the employee-initiated charities and
the extra mile our staff go to help those
in need.” Margaret Jackson, Qantas Chairman

Spirit of Youth Awards

AlkevlinitiativeloflsharinglthelSpiritlisthel@antastspiritfofhvouth
Awardsqwhichlrecognise]AustrsliastyounglcreativeltalentIMor e
thandl2/000]younglAustratianstaged betweeny Bland 2 Slsubmitted
entriesink00olinlthefareastoilindustrialldesigr¥photography)
picturesImusic¥danceXweitingYmavinglpicturestandlfashiondesigny
Phelannualfawardstarelruntintcon;unctiontwithltheJAustraliar
mmw@mmm@
fAustralianstandltheiworks

Change for Good

UNIGE-iSIQantasdgloballcharitylpatnership®Qantastan d{UNIGER
havelshownlthroughlalnomergrownlinitiativelineYGhanG e} o g
coodlerogramBdifatfsmatichangelcanima celalbigldi e Encey
INowlinlitshiatblyeafthelehangelfodGoodlpartnershipihas
raisedImorelthantsialmillionttoddisadvantagedIchilaren
ihroughlpassengeddonationslotliocselchangeYincludingla
recordlamounticmorelthant$2million]i 200580l lection
envelopestarelincludedlinkthe]headsedpacksiprovidedlontall
[Qantasidomestidandlinternationallservicesy

Sponsarships

QantaslhastallonglhistoryloffsupportinglsportlinfAustratialatial]
leveslandlisTproudltolsponsogeomelotfastraliaisigreatestsporting
leamsYinciudinglthel@antasisoccercostandthelQantasiwallzbiesy

Ovedthelpastiveartinlthelleadlupliolth el 0061EI EAAWoOrTHIGUDY
Qantaslundedtooklalnumberoflinitiativesttolne plsupportithe
QantasisocceroosqTheselinciudedlalspeciallcharterlightlfrom
Uiuguayliofaustralialaheadlofithelsuccesstuliworldicupl@ualifier
inlNovembe22005Tandlal0antaslB7a Jtolcarryli heyt eamyfrormithe]
NetherlandsholGermanylinflunet2006¥AImessagelotlsuppority
QantasisocceroostweirelwithlyoulalilthelwayliolGermany 22 as
atsolpaintedlinigreenfandlgotdfonlal@antastB 76 7:300f5ircra 11X

Qantaslistalproudisupportedofimanylothedsporting|bodiestand,
eventstincludinglthelAustralianlFootbali[eagueSthelAustralian!
GBlympidéommitteeYthelaustralianlRugbyluniorEootball
FederationfAustialia¥ihefAUstraiianOpeniiennisichampionshipsy
andjthelbormulalifAustralianiGrand|PrixdQantasiwasta lsolajpartnen
levellsponsorfafithelMelbournel2006]GommonwealthiGamesy

Colalnationalllevel¥Qantasldemonstrates]itslsupportlfonthelarts
khoughlitslsssociationlwithirhelAustralianiBalletRthelAustralia
BusinesstartslboundationdthelaustralianiChambedOrchesiray
thefAustialiankyouthlarchestra¥BangarralDancelGompanyy
BelllshakespearelcompanySoperalatstralialandithetsydneys
Dancelcompany)

oupportistalsolgiventfafalstatelandlregionallievelawith)
parinesshipslincludingythefworid:sliargestlshortifilmitestivaly
[lropiest¥thelardGallerylofiNewssoutiiWalesXthelGueensland)
BevionminglidisicentielandlinelSydneyii neatrelGompanyy

Qantastalsolsupportlimanylcommunitylorganisationsisuchlas)
GleanlUpYaUsiralia¥llandcareY Nation At e e Darcou el
NationallBreastfcancedEoundationfofAustralialandkthelBrime)
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"Supporting the Qantas Socceroos was the highlight of our 2005/06 sporting sponsors|
calendar. No tournament unites the world to the same extent as the FIFA World
50 we were very proud - both as an international airline and the Spirit of Australia:
to play a part in getting Australia’s team to Germany. The Qantas Socceroos journe
provided some of the most spectacular sporting moments of the year.”
John Borghetti, Executive General Manager Qantas

Community Assistance
dtoutdrelieflflightsiwereloperatedfattegthelsecondlBal Ibombings
infoctobe2005ltolbringlaustraliansthomeltromlBaliland)iyla]

contingentiofmedicallandlsecuritylpersonnelJconsularotticials RN SRS e S,

e e buro ol i Ao el el el wmmmmﬁm

&ﬂi&mcﬂmm@mi@@mm
JdinYaorilt20068t0l owinglthelgevastationtcausedibylGyclonellarry m@mmm@m
inlEagNorthl@Queenslandi@antasloperatedlalchattegflightiforg @ﬂmmm@ﬂm :
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IOVERVIEW

Corporate Governance is core to ensuring the creation, protection and
enhancement of shareholder value. The Board maintains, and ensures that
Qantas management maintains, the highest level of corporate ethics.

The Board comprises a majority of Independent Non-Executive Directors
who, together with the Executive Directors, have extensive commercial
experience and bring independence, accountability and judgment to the
Board's deliberations to ensure maximum benefit to stakeholders including
shareholders, customers, suppliers, employees, government regulators and
members of communities where Qantas operates.

The Board endorses the ASX Corporate Governance Council's Principles of Good
Corporate Governance and Best Practice Recommendations (ASX Principles).

THE BQARD LAYS SOLID FOUNDATIONS FOR
MANAGEMENT AND OVERSIGHT

The Board has adopted a formal Charter. A copy of the Board Charter
is available on the Corparate Governance section of the Qantas website
(http:/fwww.qgantas.com.aufinfofabout/corporateGovernance).

The Board is responsible for:
* promoting ethical and responsible decision-making;

+ ensuring compliance with laws, tax obligations, regulations, appropriate
accounting standards and corporate policies (including the Qantas Code
of Conduct & Ethics);

+ setting and reviewing strategic direction and appreving the annual
operating budget;
« gverseeing the Qantas Group, including its control and
accountability systems;
* monitoring the operating and financial performance of the Qantas Group;
« approving and monitoring majer capital expenditure programs;

» appointing and removal of the Chief Executive Officer and Chief
Financial Officer;

* monitaring the performance of the Chief Executive Officer, Chief Financial
Officer and Executive Management;

* ensuring a clear relationship between performance and
executive remuneration;

* monitoring risk management;

¢ ensuring that the market and shareholders are fully informed of material
developments; and

= recognising the legitimate interests of stakeholders.

Directors receive formal letters of appeintment setting out the key terms,
conditions and expectations of their appointment.

I BOARD MEETINGS

The Board holds nine formal Meetings a year. Additional Meetings are
held as reguired. A two-day Meeting is held in May to review and approve
the strategy and financial plan for the aext financial year. The Board also
meets with senior management to consider matters of strategic
importance to Qantas.

Details of the Directors, their qualifications, skills and experience are
detailed on pages 36-39. Attendance at 2005/06 Board and Committee
Meetings is detailed on page 49.

I AUSTRALIAN PROVISIONS

The Qantas Constitution contains the following provisions required by the
Qantas Sale Act to ensure the independence of the Qantas Board and to
protect the airline’s position as the Australian flag carrier:

» head office must be in Australia;
« 1wo-thirds of the Directors must be Australian citizens;
« Chairman must be an Australian citizen;

« quorum for a Directors’ Meeting must include a majority of Directors
who are Australian citizens;

» maximum 49 per cent aggregate foreign ownership;
o maximum 35 per cent aggregate foreign airline ownership; and

» maximum 25 per cent ownership by one foreign person.

ITHE BOARD IS STRUCTURED TO ADD VALUE

Qantas has 11 Directors (see details an pages 36-39}. Nine Directors
are Independent Non-Executive Directors elected by shareholders. The
Independent Non-Executive Directors are:

Director Year of Appointment
Margaret Jackson (Chairman) 1992
Paul Anderson 2002
Mike Codd 1992
Peter Cosgrove 2005
Patricia Cross 2004
Garry Hounsell 2005
James Packer 2004
John Schubert 2000
James Strong 2006

I INDEPENDENCE

Independent Directors are those who have the ability 10 exercise their
duties unfettered by any business or other relationship and are willing
to express their opinions at the Board table free of concern about their
position or the position of any third party. The Board does not believe it
is possible to draft a list of criteria which are appropriate to characterise,
in alt circumstances, whether a Non-Executive Director is independent. It is
the approach and attitude of each Non-Executive Director which is critical
and this must be considered in relation 1o each Director while taking into
account all other relevant factors, which may include whether the
Non-Executive Director:
* is a substantial shareholder {within the definition of section 9 of the
Corporations Act) of Qantas, or an officer of, or otherwise assaciated
directly with, a substantial shareholder of Qantas;

« has, within the last three years, been employed in an executive capacity
by the Qantas Group;

« has, within the last three years, been a principal of a materiai
professional adviser or a material consultant to the Gantas Group
or an employee materially associated with the service provided;

* is a material supplier or customer of the Qantas Group, or an officer
of or otherwise associated directly or indirectly with, a material supplier
o7 customer;

« has any material contractual relationship with the Qantas Group other
than as a Director;

« has served on the Board for a period which could materially interfere
with the Director's ability to act in the best interests of the Qantas Group
{and it is neither possible nor apprepriate to assign a fixed term to this
criteria); or

s s free from any interest and any business or other relationship which
coutd, or could reasonably be perceived to, materially interfere with the
Director’s ability to act in the best interests of Qantas.

Qantas Annual Report 2006
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THE BOARD PROMOTES ETHICAL AND RESPONSIBLE
DECISION-MAKING

The Board Charter requires each Director to immediately disclose to
the Board if they have any concerns about their own independence.

All Independent Non-Executive Directors bring a real independent view
to the consideration of Board issues.

Qantas believes that the following materiality thresholds are relevant when

considering the independence of Non-Executive Directors:
« for Directors:

- & relationship which accounts for more than 10 per cent of histher
gross income {(other than Director's fees paid by Qantas); or

- when the relationship is with a firm, company or entity, in respect
of which the Director (or any associate) has mere than a 20 per cent
shareholding if a private company or two per cent shareholding if a
listed company; and

» for Qantas:

- in respect of advisers or consultanis - where fees paid exceed
$2 million per annum;

+ in respect of suppliers — where goods or services purchased by the
Qantas Group exceed $100 million per annum (other than banks,
where materiality must be determined on a case-by-case basis); or

« in respect of customers — where goods or services supplied by the
Qantas Group exceed $100 million per annum.

Qantas, as the principal Australian airline, has commercial relatfonships
with most, if not all, major entities in Australia. As such, in determining
whether a Non-Executive Director is independent, simply being a
nen-executive director on the board of anather entity is not, in itself,
sufficient 1o affect independence. Nevertheless, any Director on the board
of znather entity is ordinarity expected to excuse themselves from any
meeting where that entity's commencial relationship with Qantas is directly
or indirectly discussed.

Qantas has two Executive Directors, Geotf Dixon {Chief Execytive Dfficer)
and Peter Gregg (Chief Financial Officer). These Directors are nat treated
as independent,

Indeperdent professional advice is available to the Directars if necessary,
at the expense of Qantas,

At the 2000 AGM, shareholders approved Qantas entering into Director
Protection Deeds with each Director.

I NOMINATIONS COMMITTEE

The Board has a formal code of conduct and ethics which deals with:
+ compliance with laws and regulations;

* political contributions;

* unacceplable payments;

* giving or receiving gifts;

* protection of Qantas assets;

* proper accounting;

+ dealing with auditors;

* unauthorised public statements;

+ conflict of interest;

+ use of inside information; and

¢ Qantas Employee Share Trading Policy {Insider Trading).

A copy of the Qantas Code of Conduct & Ethics is available on the

Corparate Governance section of the Qantas website (http://www.qantas.
com.aufinfofabout/corporateGovernance).

The Qantas Code of Conduct & Ethics contains the Qantas Employee Share
Trading Policy (Insider Trading}. The Policy sets quidelines designed to
protect Qantas and Qantas employees from intentionally or unintentionally
breaching the faw. Qantas employees must not purchase or sell Qantas
securities while in possession of material non-public information.

l PROTECTED DISCLOSURES

The Qantas Protected Disclosures Policy encourages employees to report
cancerns in relation to illegal, unethical or improper conduct in circumstances
where they may be appsehensive about raising their concern because of fear
of possible adverse repercussion. A Qantas Protected Disclosures Committee
has been established to manage investigations and report to the Board and
Audit Committee. The Policy is available to all Qantas Group employees and
ts also available on the Corporate Governance section of the Qantas website
(h1tp:lfwww‘qantas.com.aulinfoiahout!corporateGovernance).

THE BOARD SAFEGUARDS THE INTEGRITY OF
FINANCIAL REPORTING

The Neminations Committee;
* has two Members who are Independent Non-Executive Directors;
* s chaired by Margaret Jackson;

+ has a written Charter which is available on the Corporate Governance
section of the Qantas website (http:/fwww.qantas.com.au/info/about/
corporateGavernance); and

* assists the Board in fulfilling its Corporate Governance respansibilities
in regards to;

+ Board appointments and performance;
- Directors’ induction program;
- Committee Membership;

+ Executive Management succession planning, appointments
and terminations; and

- other matters referred to the Committee by the Board.

The experience and qualifications of Members of the Nominations
Committee are detailed on pages 36-39. Membership of and attendance
at 2005/06 Nominations Committee Meetings are detailed on page 49.
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As required by section 295A of the Corporations Act, the Chief Executive
Officer and Chief Financial Officer have declared that:

“In our opinion;

a. the financial records of Qantas for the year ended 30 June 2006
{Financial Period} have been praperly maintained in accardance with
section 286 of the Corporations Act;

h. the financial statements and the notes referred to in section 295(3)(b)
of the Corporations Act for the Financial Period comply with the
accounting standards; and

¢. the financial statements and notes for the Financial Period give a true
and fair view in accordance with section 297 of the Corparations Act.”

In addition, as suggested by Recommendation 4.1 of the Principles, the
Chief Executive Officer and Chief Financial Officer state that:

“The Financial Report for the Financial Period presents a true and fair view,

in all material respects, of the Qantas Group's financial condition and
operational results and is in accordance with relevant accounting standards.”




I AUDIT COMMITTEE

The Board has an Audit Committee which:
+ has three Members who are independent Non-Executive Directors;

s chaired by Garry Hounsell, an Independent Non-Executive Director
wha is a Fellow of The (nstitute of Chartered Accountants in Australia
and a Certified Practising Accountant;

* has a written Charter which is available on the Corporate Governance
section of the Qantas website (hitp:/iwww.qantas.com.au/info/about/
corporateGovernance);

* includes Members who are all financially literate; and
* is responsible for monitoring:

» business risk management {other than the operational risk
management issues delegated to the Safety, Environment & Security
Committee (SESC}));

- compliance with legal and regulatory obligations (other than the
operational compliance obligatiens monitored by the SESC);

+ compliance by all employees with all policies including the Qantas
Code of Conduct & Ethics;

+ the integrity of Qantas’ internal control framewaork;

- the reliability and integrity of financial information for inclusion in
the Financial Report of Qantas;

» safeguarding the independence of the internal and external
auditor; and

« audit, accounting, financial and tax reporting abligations.

The experience and qualifications of Members of the Audit Committee
are detailed on pages 36-39. Membership of and attendance at 2005/C6
Audit Committee Meetings are detailed on page 49.

The Board and Audit Committee closely monitor the independence of the
external auditor. Regular reviews occur of the independence safeguards put
in place by the external auditor. As required by section 300011D)(a) of the
Corporations Act and clause 42 of the Audit Committee Charter, the Audit
Committee has advised the Board that it is appropriate for the following
statement to be included in the 2006 Directors’” Report under the heading
“Non-Audit Services”:

“The Directors are satisfied that:
a. the non-audit services provided during the 2005/06 financial year by

KPMG as the external auditor were compatible with the generat standard

of independence for auditors imposed by the Corporations
Act; and

b. any nan-audit services provided during the 2005/06 financial year
by KPMG as the external auditor did not compromise the auditor
independence requirements of the Corparations Act for the
following reasons:

+ KPMG services have not involved partners or staff acting in a
managerial ar decision-making capacity within the Qantas Group
or been involved in the processing or originating of transactions;

+ KPMG non-audit services have only been provided where Qantas is
satisfied that the related function or process will not have a material
bearing on the audit procedures;

« KPMG partners and staff involved in the provision of non-audit
services have not participated in associated approval or
autherisation processes;

+ a description of all non-audit services undertaken by KPMG and the
related fees have been reported to the Board to ensure complete
transparency in relation to the services provided; and

« the declaration required by section 307C of the Corporations Act
confirming independence has been received from KPMG."

Qantas rotates the lead audit partner every five years and impases
restrictions on the empioyment of ex-employees of the external auditor.

Policies are in place to restrict the type of non-audit services which can
he provided by the external auditor and there is a detailed monthly review
of non-audit fees paid to the external auditor.

At each Meeting, the Audit Committee meets privately with
management without the external auditor and with the external auditor
without management.

lTHE BOARD MAKES TIMELY AND BALANCED DISCLOSURE

Qantas has an established process to ensure that it is in compliance with
its ASX Listing Rule disclosure requirements. This includes a bi-monthly
confirmation by all senior management that their areas have complied with
the Qantas Continuous Disclosure Policy, together with an ongeing
obligation to advise the Company Secretary of any material non-public
information arising in between confirmations.

A copy of the Qantas Continuous Disclosure Policy is available on the
Corporate Governance section of the Qantas website (hitp:/fwww.ganias.
com.aufinfofabout/corporateGovernance). Qantas includes commentary
on its financial results in its Arnual Report.

ITHE BOARD RESPECTS THE RIGHTS OF SHAREHOLDERS

Qantas has a Sharehelder Communications Policy which promotes effective
communication with shareholders and encourages participation at general
meetings. A copy of the Qantas Shareholder Communications Policy is
available on the Corporate Governance section of the Qantas website
(hitp:/fwww.qantas.com.avfinfo/about/corporateGovernance),

Qantas places all market announcements on its website and registered
shareholders receive an email when there is a material announcement.

The 2006 Notice of Meeting and Explanatory Letter is on the Qantas
website and the 2006 AGM will be available for viewing by five webcast.
for shareholders unable to attend, a question form accompanied the Notice
of Meeting, giving shareholders the opportunity to forward questions and
comments to Qantas or the external auditor prior to the AGM.

I ALIDITOR AT ANNUAL GENERAI. MEETING

The external auditor attends the AGM and is available to answer
shareholder questions on:

» the conduct of the audit;
= the preparation and conduct of the auditer’s report;

* the accounting policies adopted by Qantas in relation to the preparation
of the Financial Report; and

* the independence of the auditor in relation to the conduct of the audit.

ITHE BOARD RECOGNISES AND MANAGES RISK

The businesses operated by Qantas are complex and involve a range of
strategic, operatienal, financial and legal risks. Recognising this, the Board

has established a sound system of risk oversight and management and internal
contro! designed to identify, assass, monitor and manage risk,

Policies have been developed that include components relating to oversight,
risk profile, risk management and assessing the eifectiveness of risk
oversight and management. Qantas is continually aligning its system of risk
management, internal compliance and control with principles included in
the Australian/New Zealand Standard on Risk Management {AS/NZS
4360:2004) and the COSQ (the Committee of Sponsering Organisations

of the Treadway Commission) framewark for evaluating internal controls.
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I INTERNAL AUDIT

Qantas has an effective Internal Audit function which is materially involved

in

risk identification and management. The Internal Audit function is

independent of the external auditor, has full access to management
and the right to seek information and explanation. The Audit Commitiee
oversees the scope of the Internal Audit and has access to the Group
General Manager Internal Audit without the presence of management.

l SAFETY & RISK LEADERSHIP COMMITTEE

Qantas has established a Safety & Risk Leadership Committee (SRLC), whose
members include Executive Management. The SRLC meets qQuarterly to identify

all

major risks, ensure appropriate risk management plans are in place and to

monitor the effectiveness of the implementation of the risk management plans.
The SRLC prepares a bi-monthly Corporate Risk Management and Internal Audit
Activity Report for the Board which is reviewed in detail by both the Audit

Col

mmittee and the SESC.

I SAFETY, ENVIRONMENT & SECURITY COMMITTEE

In

1994, the Board established the SESC which:

has four Members, the Chief Executive Officer and three independent
Non-Executive Directors;

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

has a written Charter which is available on the Corporate Governance
section of the Qantas website (http:/Awww.gantas.com.aufinfa/about!
corporateGevernance); and

is responsible for monitoring:
- safety, occupational health, the protection of the environment ang
operational security;

- operational risk management {other than the business risk management
issues delegated to the Audit Committee) to ensure that the
appropriate risk management procedures are in place to protect the
airline, its passengers, its employees and the community; and

+ campliance with all operational legat and requlatory obligations

{other than the business compliance obligations menitored by the
Audit Committee}.

The experience and qualifications of Members of the SESC are detailed on
pages 36-39. Membership of and attendance at 2005/06 SESC Meetings are
detailed on page 49.

I CHIEF EXECUTIVE OFFICER / CHIEF FINANCIAL OFFICER DECLARATION

In accordance with Recommendation 7.2 of the ASX Principles, at the time
the Chief Executive Officer and Chief Financial Officer provide the Board
with the Financial Declaration, they also state to the Board that, in respect

of

the entire reporting period:

“1.1 the statement given in accordance with Recommendation 4.1 (the
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integrity of financial statements) is founded on a sound system of risk
management and internal compliance and controd which, in all material
respects, implements the policies which have been adopted by the
Board of Directors either directly or through delegation 10 senior
executives; and

the risk management and internal compliance and control systems are
operating effectively, in all material respects, based on the risk
management statement adopted by Qantas. This statement incorporates
as its foundation the principles included in the Australian/New Zealand
Standasd on Risk Management (AS/NZS 4360:2004).

The statements given in accordance with Recommendation 7.2 {above)
regarding the risk management and internal compliance and control
system provide a reasanable, but not absoiute level of assurance and do
not imply a guarantee against adverse events or more volatile outcomes
arising in the future.”

THE BOARD ENCOURAGES ENHANCED PERFORMANCE

The Nominations Committee is responsibe for implementing a process to
evaluate the Board's performance.

A formal review of Board performance was undertaken during the year by
the Board and an external consuftant, The Board and its external consultant
discussed the results of the review at the Board's May 2006 Meeting.

The Chairman discusses performance with each Director during the year.

A formal induction program is available 10 new Directars to ensure they
have a working knowledge of Qantas and the airline industry,

The Directors have open access to all relevant information, there are regular
management presentations and visits to interstate/offshore operations.
Directors may meet independently with management at any time to discuss
areas of interest or concern.

ITHE BOARD REMUNERATES FAIRLY AND RESPONSIBLY

The Qantas Executive Remuneratian Philosophy and Objectives is set out in
full in the Birectors' Report (from page 54},

I REMUNERATION COMMITTEE

The Board has a Remuneration Committee which:

has three Members who are Independent Non-Executive Directors;
is chaired by James Strong;

has a written Charter which is available on the Corporate Governance
section of the Qantas Website (http:/fwww.qantas.com.aufinfolabout/
corporateGovernance); and

is responsible for developing and recommending to the Board:
+ remuneration policies for Non-Executive Directors;

* remuneration policies for the Chief Executive Officer and Chief
Financial Officer;

- remuneration policies for Executive Management;
+ executive option and share grants;
+ human resources policies; and

- other matters referred to the Committee by the Board.

The experience and qualifications of Members of the Remuneration
Committee are detailed on pages 36-39. Membership of and attendance
at 2005/06 Remuneration Committee Meetings are detailed on page 49,

The remuneration of the Key Management Persennel is disclosed in the
Remuneration Report from page 61, All equity-based executive
remuneration is made in accordance with plans approved by shareholders.

On retirement, Directors are entitled to statutory superannuation and
certain travel entitlements which are reasonable and standard practice
in the aviation industry (see page 58).

QANTAS RECOGNISES THE LEGITIMATE INTERESTS
OF STAKEHOLDERS

The Board has a formal code of conduct and ethics which is available

on the Corporate Governance section of the Qantas website
(hitp:ffwww.qantas.com.aufinfofaboutfcorporateGuvernance}. Qantas

alsa has formal policies relating to its legal and other obligations to all
legitimate stakeholders. These include areas such as safety, service standards,
occupational health and safety, employment practices, staff and contractor
training, fair trading, consumer privacy and environmental protection. Each
policy includes procedures for compliance and monitoring effectiveness.




Qantas Group Increase/(Decrease)

2006 2005
I INCOME STATEMENT M b %
Sales and other income
Net passenger revenue 10,504.0 9,576 9.7
Net freight revenue 887.8 759.9 16.8
Tours and travel revenue 7194 107.8 1.6
Contract wark revenue 469.0 484.9 (3.3)
Other 1,066.5 1,039.7 26
Sales and other income 13,646.7 12,563.9 8.6
Expenditure
Manpower and staff related 337 3,163.5 5.0
Selling and marketing 469.6 501.6 (6.4)
Aircraft operating - variable 2,525.3 23706 6.5
Fuel 2,802.3 1,831.7 45.1
Property 3204 302.0 6.0
Computer and communication 487.5 502.8 (3.0
Tours and travel 591.2 563.7 49
Capacity hire 369.6 341.0 84
Qther 467.0 380.6 22.7
Depreciation and amortisation 1,249.8 1,241.3 0.7
Non-cancetlable operating lease rentals 355.7 266.8 333
Share of net profit of associates and jointly controlled entities {38.9) {15.7} 147.8
Expenditure 12,920.9 11,549.9 1.9
Profit befare related income tax expense and net finance costs 725.8 1,014.0 (28.4}
Net finance costs (54.6) {99.7) {45.2}
Profit before related income tax expense 671.2 4.3 (26.6}
Income tax expense {191.2) (225.0) {15.0}
Profit for the year 480.0 689.3 {30.4)
Minority interest (0.5} (0.8) {37.5)
Profit for the year attributable to members of Qantas 479.5 688.5 {30.4)
I BALANCE SHEET
Total assets 19,183.3 18,390.4 43
Total liabilities 13,102.2 12,860.5 1.9
Total equity 6,081.1 5,529.9 10.0
I CASH FLOW
Net cash from operating activities 2,026.0 2,1G01.9 (3.6)
et cash used in investing activities (889.6) (1,518.7) {41.5)
Net cash used in financing activities (138.2) (43.7) 216.2
Net increase in cash and cash equivalents held 998.2 538.5 85.4
I PERFORMANCE RATIOS
Net debt to net debt plus equity {ratio} 2173 38:62 nfa
Net debt to net debt plus equity including off balance sheet debt and hedge reserve (ratio) 44:56 nfa nfa
Net debt to net debt plus equity including off balance sheet debt and exctuding hedge reserve (ratic) 46:54 nfa nfa
Net debt to net debt plus equity including off balance sheet debt and revenue hedge
receivables (ratio) nla 46:54 nfa
Earnings per share (cents) 249 3638 [11.9) cents
Return on equity {percentage) 7.9 12.5 (4.6) points
Return on equity including the notional capitalisation of nen-cancellable operating leases on a
hedged basis (percentage) 7.4 13.8 {6.4) points
Profit before related income tax expense and net finance costs as a percentage of sales and other
income (percentage) 5.3 8.1 (2.8) points
Profit before related income tax expense as a percentage of sales and other income {percentage) 4.9 73 (2.4) points
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IDISCUSSION AND ANALYSIS OF THE INCOME STATEMENT

Qantas Group Increase/{Decrease)
hANTAS GROUP OPERATIONAL STATISTICS AND PERFORMANCE INDICATORS* Unit 2006 2005 %
Passengers carried 000 34,075 32,658 43
Revenue passenger kilometres (RPKs) M 90,899 86,986 45
Available seat kilometres (ASKs) M 118,070 114,003 36
Revenue seat factor % 71.0 76.3 0.9 paints
Passenger yield (passenger revenue per RPK) cents 11.05 10.34 6.9
Average full-time equivalent employees # 34,832 35,520 (1.9)
Aircraft in service at balance date # 216 260 16 aireraft
Return on total revenue % 3.5 5.5 (2.0) points
Return on equity % 7.9 125 (4.6} points
* A glossary of tetms appears on page 144.
l REVIEW OF INCOME STATEMENT I REVIEW OF SALES AND OTHER INCOME

* Profit befare related income tax expense {PBT) was $671.2 million, .
a decrease of $243.1 million o7 26.6 per cent. Profit attributable to
members of Qantas was $479.5 million,

* PBT for Qantas operations {including Qantastink and Australian Airlines)
totalled $578.4 miltion, a decline of $212.4 million or 26.9 per cent on .
the prior year. Net passenger revenue increased by 8.0 per cent,
including fuel surcharge recoveries, reflecting a 7.9 per cent
improvement in yield (excluding unfavourable foreign exchange rate
movements) and a 1.0 point increase in seat factor to 77.2 per cent.
Capacity increased by 0.8 per cent reflecting the commencement of
services to Beifing and San Francisco and the new Dash 8-Q400
turboprop aircraft within GantasLink, offset by the transfer of some
trans-Tasman and domestic flying to Jetstar. Net expenditure increased
by 11.5 per cent, predominantly due to the impact of fuel price increases
and restructuring costs.

Total sales and other incame for the year increased by $1,082.8 million
to $13.6 billion, an increase of 8.6 per cent on the pricr year, Excluding
the unfavourable impact of foreign exchange movements, sales and
other income increased by $1,179.8 million or 9.4 per cent,

Net passenger revenue increased by $932.4 million to $10.5 billion, an
increase of 9.7 per cent. Excluding the unfavourable impact of exchange
rate movements, revenue increased by 10.7 per cent due to growth in
traffic of 4.5 per cent and an improvement in yield {excluding exchange)
of 6.9 per cent. Overall, Qantas Group capacity increased by 3.6 per cent
compared with the prior year.

Other revenue categories increased by $150.4 million to $3.1 biltion, an
increase of 5.0 per cent. This was primarily due to an increase in freight
revenue of $127.9 million,

I REVIEW OF EXPENDITURE

* Jetstar recorded a PBY result of $10.8 million which included $4.0
million of start-up costs for trans-Tasman operations and $10.2 million
in costs associated with the launch and set-up of Jetstar International.
Excluding these costs, Jetstar's PBT was $25.0 million, which was a
decline of $16.6 million on the prior year. PBT was impacted by
increased fuel costs and higher lease costs reflecting the transition to an
all A320-200 fleet,

* PBT for non-flying subsidiary businesses declined by $15.2 million or
11.3 per cent largely due to reduced PT by Qantas Holidays and the
write-down of the investment in Orangestar.

46

Total expenditure, including net financing costs, increased by $1,325.9
emillion or 11,6 per cent to $12.9 billion. Exctuding the favourable impact
of movements in foreign exchange rates, total expenditure increased by
51,4209 million o7 12.2 per cent, Excluding fuel which increased by
$870.6 million, and restructuring costs of $181.5 million, expenditure
increased by $273.8 million or 2.8 per cent, which is lower than the 3.6
per cent increase in capacity.

Net expenditure cost per ASK increased by 10.9 per cent. After
eliminating the impact of unfavourable fuel cost movements and
festructuring expenses, unit costs improved by 2.2 per cent.

Manpower and staff related expenditure increased by $158.2 million or
5.0 per cent, driven by $134.2 million of business restructuring costs.
Activity growth and a 3.0 per cent Enterprise Bargaining Agreement
{EBA) wage increase were largely offset by productivity and other cost
improvement initiatives, Fuli-time equivalent employees (FTEs)
decreased by 1.9 per cent on the prior year,

Selling and marketing expenditure decreased by $32.0 million or 6.4 per
cent largely due 1o lower national advertising costs and favourable
foreign exchange.




I REVIEW OF EXPENDITURE CONTINUED

Tor the year enged aU Jsunc £UUD

I REVIEW OF TOTAL EQUITY

+ Aircraft operating variable costs increased by $154.7 mitlion or 6.5 per
cent which reflected increased engine maintenance costs, airport fees
and en-route charges and highee security charges including additional
airside screening requirements.

* Fuel costs increased by 45.1 per cent or $870.6 million. Fuel price rises
increased costs by $1,065.7 million before hedging benefits of $281.6
million reflecting an average into-plane fuel price rise after hedging of
42.5 per cent. Higher consumption from a 3.4 per cent increase in flying
hours {including freighter aircraft} increased costs by $90.2 million.
Favourable foreign exchange rate movements reduced fuel costs by
$2.8 million.

* Property costs increased by $18.1 million or 6.0 per cent. This was driven
by the increased rents at domestic airport terminals and higher
maintenance on baggage sorting and screening equipment.

= Computer and communication costs decreased by §15.3 million or 3.0
per cent due to lower infrastructure costs following the replacement of
the 30-year old Data Centre in the prior year.

» Depreciation and amortisation increased by $8.5 millian or 0.7 per cent
reflecting depreciation on existing aircraft and modifications and the
change in financing mix from ownership to operating lease.

+ Non-cancellable operating lease rentals increased by $88.9 million or
33.3 per cent reflecting the financing of 15 A320 aircraft and nine
B737-800 aircraft via operating lease.

+ Capacity hire costs increased by $28.6 million or 8.4 per cent largely due
to additional wet-leased freighter capacity.

* Other expenditure increased by $86.4 million or 22.7 per cent largely as
a result of the write-down of the Orangestar investment and recognition
of A-IFRS fair value changes.

I REVIEW OF OTHER INCOME STATEMENT ITEMS

* Net borrowing costs decreased by $45.1 million or 45.2 per cent. This
reflects additional interest received from a higher average cash balance
and aircraft financing mix changes from ownership 1o eperating leasing.

+ The unfavourable net impact of foreign exchange rate movements on the
overall PBT was $2.0 million.

+ The effective tax rate increased by 3.9 percentage points to 28.5 per cent,
primarily due to the Qantas Group's entry into tax consolidations in the
prior year,

= Basic earnings per share decreased by 32.3 per cent to 24.9 cents. This
reflected the decline in profit for the year of 30.4 per cent and an
additional 55 million shares issued under the DRP during the year.

I DISCUSSION AND ANALYSIS OF THE BALANCE SHEET

The net assets of the Qantas Group increased by 10.0 per cent to $6,081.1
million during the year, The major movements are discussed below.

I REVIEW OF TOTAL ASSETS

« Total cash and current receivables increased by $1,096.6 million reflecting
an increase of $398.2 million in net cash as discussed below.

« Property, plant and equipment decreased by 2.4 per cent which reflected
capital expenditure on new aircraft acquisitions including six B737-800,
three A330-300 and four Dash 8-Q400, offset by the sale and aperating
leaseback of nine B737-800 aircraft.

I REVIEW OF TOTAL LIABILITIES

« Total liabilities increased by 1.9 per cent to $13,102.2 million largely due
to higher revenue received in advance in the final quarter of the year
and higher deferred tax liabilities reflecting the unrealised gains from
marking to market financial instruments held at 30 Jure 2006, as
required under A-IFRS.

*» Issued capital increased by $200.7 million reflecting participation in the
DRP for the 2005 final and 2006 interim dividends.

I GEARING

+ Qantas Group gearing {inchiding off balance sheet debt) at 30 June 2006 was
44;56 after inclusion of the new financial instrument Hedge Reserve in the
equity calculation for reporting periods commencing after 1 July 2005. The
gearing ratio at 30 June 2005 as detesmined under previous GAAP was 47:53.

» Gearing is the ratio of the boak value of the Qantas Group’s net debt
{short and long-term plus non-cancellable operating leases less the fair
value of hedges relating 1o debt and cash and cash equivalents) to the
bock value of total equity.

I DISCUSSION AND ANALYSIS OF THE CASH FLOW STATEMENT

For the purposes of the Cash Flow Statement, cash and cash equivalents
includes cash at bank ard on hand, cash at call, shart-term money market
securities and term deposits with an original maturity of three months or fess.

I REVIEW OF CASH FLOWS FROM OPERATING ACTIVITIES

s (ash flows provided from operating activities decreased by 3.6 per cent
to $2,026.0 million, despite a 26.6 per cent decline in PBT, This reflected
higher deferred revenue receipts in the final quarter of the year and the
ongoing success of working capital improvement initiatives.

I REVIEW OF CASH FLOWS FROM INVESTING ACTIVITIES

+ (Cash flows used in investing activities decreased by $630.1 million 1o
$889.6 million.

s Total capital expenditure decreased by $279.2 million to $1,527.1
million reflecting lower aircraft progress and delivery payments, as more
aircraft were financed via operating lease combined with lower
configuration costs, engine modifications and spares,

*» Proceeds from financing of non-current assets of $627.8 million relates
to the sale and operating leaseback of nine B737-800 aircraft.

* Net payments for investments of $37.3 million reflected additional
investment in Orangestar and Jet Turbine Services.

I REVIEW OF CASH FLOWS FROM FINANCING ACTIVITIES

* Cash flows used in financing activities increased by $94.5 million to
$138.2 million.

¢ Net proceeds from borrowing decreased by $57.4 million to a net
$73.9 million.

¢ Dividends increased by $37.3 million 1o $212. million reflecting a two
cent increase in dividends paid.

The Qantas Group hetd cash of $2,902.0 millien and had access to
additiona! funding of $1,270.0 million as at 30 June 2006. This comprised
a $500.0 million stand-by facility and a $770.0 million revolving facility
under a syndicated loan.
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The Directors of Qantas Airways Limited (Qantas) present their report
together with the Financial Report of the consolidated entity, being Qantas
and its controlled entities {Qantas Group}, for the year ended 30 June 2006
and the Independent Audit Report thereon.

I DIRECTORS

I AT AR RISV AT I

I DIVIDENDS

The Directors of Qantas at any time during or since the end of the year are;
Margaret Jackson, AC

Geoff Dixon

Peter Gregg

Paul Anderson

Mike Codd, AC

Peter Cosgrove, AC, MC (appeinted 6 July 2005)
Patricia Cross

Garry Hounsell

}im Kennedy, AQ, CBE {retired 30 June 2006}
Jamas Packer

John Schubert

lames Strang, AO (appointed 1 July 2006)

Details of Directors, their qualifications, experience and any special
responsibilities, including Qantas Committee Memberships, are set out on
pages 36 to 39.

IPRINCIPAL ACTIVITIES

The Directors declared a final dividend of $215.1 milkion (final dividend of
11.0 cents per share) for the year ended 30 June 2006 (2005 final dividend
of 10.0 cents per share). The fina! dividend will be fully franked and fellows
a fully franked interim dividend of $212.2 million (11.0 cents per share),
which was paid during the year.

I REVIEW OF OPERATIONS AND STATE OF AFFAIRS

A review of, and information about, the Qantas Group's operations,
including the results of those operations and changes in the state of affairs
of the Qantas Group during the year together with information about the
financial position of the Qantas Group appears on pages 11 to 31. In the
opinion of the Directors, there were no other significant changes in the state
of affairs of the Qantas Group that occurred during the year under review.

I EVENTS SUBSEQUENT TO BALANCE DATE

The principal activities of the Qantas Group during the course of the year
were the operation of international and domestic air transportation
services, the provision of time definite freight services, the sale of
international and domestic holiday tours and associated support activities
including information technology, catering, ground handling and
engineering and maintenance. There were no significant changes in the
nature of the activities of the Qantas Group during the year.

l DIRECTORS' MEETINGS

With the exception of the final dividend identified above, the increase in
fuel costs, the Qantas Engineering negotiation regarding the potential sale
of inventory, the investigations into price fixing in the air cargo market
disclosed as a contingent liability in Note 23 and the formation of a new
domestic freighter leasing business there has not arisen since the end of
the year and the date of this Directers’ Report any matter or circumstance
that has significantly affected or may significantly affect the Qantas
Group's operations, results of those operations or state of affairs in

future years.

I LIKELY DEVELOPMENTS

Further information about the likely developments in the operations of the
Qantas Group in future years and the expected results of those operations
has been omitted from this Directors’' Report because disclosure of the
information is likely to result in unreasonable prejudice to the Qantas
Group. Further information about the Qantas Group's business strategies
and its prospects for future years has been omitted from this Directors’
Report because disclosure of the information is likely to result in
unreasonable prejudice to the Qantas Group.

The number of Directors’ Meetings held {including Meetings of Committees of Directors) and the number of Meetings attended by each of the Directors during

the year are as follows:

Qantas Board Envsi:;iment

Scheduled Unscheduled & Security Remuneration Neminations

Meetings Meetings Committee Committee Committee Committee
Directors Attended Held' Attended Held' Attended Held" Attended Held' Attended Held' Attended Held'
Margaret Jackson 8 9 1 1 42 4 22 4 4 4 1 1
Geoff Dixon g 9 1 1 42 4 3 4 42 4 - -
Peter Gregg 9 9 1 1 47 4 1? 4 - - - -
Paul Anderson 9 9 1 1 - - - - 4 4 - -
Mike Codd 9 9 1 1 4 4 4 4 12 ] - -
Peter Cosgrove? 9 9 1 1 2t 4 4 4 - - - -
Patricia Cross* ] 9 1 1 ra 4 2? 4 4 4 - -
Garry Hounsel! 9 9 1 1 4 4 4 4 3 4 - -
Jim Kennedy 9 9 1 1 3 4 - - 4 4 - -
James Packer 8 9 1 1 - - - - 12 4 - -
John Schubert 9 9 1 1 - - 4 4 - - 1 1

1 Reflects the number of Meetings held during the time that the Director held office during the financial year.

2 Attended Meetings in an ex-officio capacity.

3 Mr Cosgrove was appointed as a Member of the Safety, Environment & Security Committee on 20 July 2005.

4 Mrs Cross was appainted as a Member of the Audit Committee on 19 july 2006.
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I DIRECTORSHIPS OF LISTED COMPANIES HELD BY THE MEMBERS OF THE BOARD - 1 JULY 2003 TO 30 JUNE 2006

Margaret Jackson

Qantas Airways Limited

Australia and New Zealand Banking Group Limited

Billabeng International Limited
John Fairfax Holdings Limited

Southeorp Limited (formerly Southcorp Holdings Limited)

Geoff Dixon

- current, appointed 1 July 1992

- current, appointed 22 March 1994

— cuirent, appointed 4 July 2000

- ceased, appointed 1 March 2003 and ceased 31 August 2004
- ceased, appointed 23 August 2004 and ceased 26 May 2005

Qantas Airways Limited
Leighton Heldings Limited

Publishing and Broadcasting Limited

Peter Gregg'

- current, appointed 1 August 2000
- ceased, appointed 19 August 1993 and ceased 31 May 2006
- current, appointed 31 May 2006

Qantas Airways Limited

Paul Anderson

- current, appointed 13 September 2000

Qantas Airways Limited
BHP Billiton Limited

Mike Codd

-~ current, appointed 2 September 2002
- current, appointed 6 June 2006

(Qantas Airways Limited

Peter Cosgrove

- current, appointed 16 January 1992

Qantas Airways Limited

Patricia Cross

- cusrent, appeinted 6 July 2005

Qantas Airways Limited
National Australia Bank Limited
Wesfarmers Limited

Garry Hounsell?

~ current, appointed 1 January 2004
- current, appointed 1 December 2005
— current, appeinted 11 February 2003

Qantas Airways Limited
Nufarm Limited
Qrica Limited

Jim Kennedy

- current, appeinted 1 January 2005
- current, appointed 1 October 2004
- current, appointed 21 September 2004

Qantas Atrways Limited

Australian Stock Exchange Limited

GWA International Limited
Suncorp-Metway Limited

James Packer

~ ceased, appointed 18 October 1995 and ceased 30 June 2006
= current, appointed 26 February 1990

- current, appointed 28 August 1992

— current, appointed 1 August 1997

Qantas Airways Limited

Challenger Financial Services Group Limited

Crown Limited?

Publishing and Broadcasting Limited

SEEK Limited

John Schubert

- current, appointed 1 March 2004

- current, appointed 6 November 2003
— current, appointed 22 July 1999

- current, appointed 28 April 1992

— current, appeinted 31 October 2004

Qantas Atrways Limited

BHP Billiton Limited
Commonwealth Bank of Austral
Worley Parsons Limited (formerl

— current, appointed 23 October 2000

- current, appointed 1 June 2000

- current, appointed 8 Qctober 1991

- ceased, appointed 11 October 2002 and ceased 28 February 2005

ia
y Worley Group Limited)

1 In addition, Mr Gregg has been appointed 1o the Board of Leighton Haldings Limited effective 4 July 2006.
2 In addition, Mr Hounsell has been appainted to the Board of emitch Limited effective 1 September 2006,

3 Delisted in the relevant period.
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l QUALIFICATIONS AND EXPERIENCE OF EACH PERSON WHO IS A COMPANY SECRETARY OF THE COMPANY

Brett Johnson - Genera! Counsel & Company Secretary, Bachelor of Laws (Syd), FAICD.

+ joined Qantas in July 1995 just prior to the listing on the ASX;

+ respansible for developing and implementing the Corporate Governance structure to ensure compliance with the Corporations Act, Listing Rules and Trade
Practices Act:

» responsible for the management of all the legal and public company issues arising within the Qantas Grougp;

+ Independent Non-Executive Director of Scott Corporation Limited {formerly Heggies Bulkhaul Limited} since 10 March 2005;

Member of the ASX Listing Appeals Committee;

= admitted as a Solicitor of Supreme Court of New South Wales in 1982;

1989 to 1995 - General Counsel & Company Secretary, Memtec Limited; and

24 years legal experience working in Australia and overseas.

-

-

Cassandra Hamlin - Assistant Company Secretary, Bachelor of Commerce, CA.

* joined Qantas in January 1996;

* responsible for the day-to-day management of all public company issues arising within the Qantas Group;
« 1996 to 2001 ~ various Qantas financial reporting roles, including Financial Reporting Manager;

» 2001 to 2005 - Head of Qantas Investor Relations; and

= admitted as & Chartered Accountant with The Institute of Chartered Accountants in Australia in 1997,

Janine Rolfe resigned as Assistant Company Secretary on 3 March 2006.

IDIRECTORS' INTERESTS AND BENEFITS

Particulars of Diractors’ interests in the issued capital of Qantas at the date of this Report are as follow:

Shares

2006 2005
Director Number Number
Margaret Jackson 122,997 122,997
Geoff Dixon 846,017 394,974
Peter Gregg 405,029* 151,730
Paul Anderson 25,000 25,000
Mike Codd 12,990 12,236
Peter Cosgrove 2,057 -
Patricia Cross 2,163 2,163
Garry Hounsell 32,756 30,854
James Packer 51,444 -
John Schubert 34,753 34,753
James Strong 27,280 nfa

1 Includes the 277,777 shares (250,000 Deferred Shares and 27,777 Rights) released from restriction on 3 January 2006 under the 2002 Executive Director Long-Term Incentive
Plan. Also includes the 1,255,005 QLTEIP Entitlements converted into 173,266 shares on 15 February 2006.

7 Includes the 166,666 shares (150,000 Deferred Shares and 16,666 Rights) released from restrictien on 21 August 2006 under the 2002 Executive Birecter Long-Term Incentive
Plan. Also includes the 627,503 QLTEIP Entitlements converted into 86,633 shares on 15 February 2006.

In addition to the interests shown above, indirect interests in Qantas shares held on behalf of Mr Dixon and Mr Gregg are as follows:

Geoff Dixon Number Number

Deferred Shares held in trust under:

- 2002 Executive Director Long-Term Incentive Plan - 250,000
- 2004/05 Executive Director Performance Share & Performance Rights Plan 150,000 150,000
- 2005/06 Executive Director Performance Share & Performance Rights Plan 150,000 150,000
- 2006/07 Executive Director Performance Share & Performance Rights Plan {22 August 2006) 142,500 -
442,500 550,000
Rights granted under:
- 2002 Executive Director Long-Term tncentive Plan - 271,711
- 2003/04 Executive Director Deferred Share & Performance Rights Plan 125,000 125,000
- 2004105 Executive Director Performance Share & Performance Rights Plan 450,000 450,000
575,000 602,777
Entitlements awarded under the Qantas Long-Term Executive Incentive Plan 483,688° 1,738,693

1 250,000 Deterred Shares were released from restriction on 3 January 2006.
227,777 Rights vested on 3 January 2006.
3 These Rights may vest after 28 August 2006, subject to a testing date of 30 June 2006.

41,255,005 Entitlements converted into 173,266 shases on 15 February 2006 (2005: nil converted). 244,995 Entitlements lapsed effective ¥ July 2005 (2005: 61,313
Entitlements 1apsed effective 1 July 2004}
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I DIRECTORS’ INTERESTS AND BENEFITS CONTINUED

2006 2005
Peter Gregg Number Number
Deferred Shares heid in trust under:
= 2002 Executive Director Long-Term Incentive Plan - 150,000
- 2004/05 Executive Director Perfarmance Share & Perfarmance Rights Plan 45,000 45,000
— 2005/06 Executive Director Performance Share & Performance Rights Plan 90,000 90,000
- 2006/07 Executive Director Performance Share & Performance Rights Plan (22 August 2006} 85,500 -
220,500 285,000
Rights granted under:
- 2002 Executive Director Long-Term Incentive Plan - 16,6662
— 2003/04 Executive Director Deferred Share & Performance Rights Plan 80,000% 80,000
— 2004/05 Executive Director Performance Share & Performance Rights Plan 90,000 90,000
= 2005/06 Executive Director Performance Share & Performance Rights Plan 90,000 90,000
260,000 276,666
Entitlements awarded under the Qantas Long-Term Executive Incentive Plan 78,1007 705,603

1 150,000 Deferred Shares were released from restriction on 21 August 2006,
2 16,666 Rights vested on 21 August 2006.
3 These Rights may vest after 28 August 20086, subject to a testing date of 30 lune 2006.

4627,503 Entitlements converted into 86,633 shares on 15 February 2006 (2005: nil converted). 122,497 Entitlements lapsed effective 1 July 2005 (2005: 9,900 Entitlements
lapsed effective 1 July 2004).

SHARE ENTITLEMENTS

In previgus years, Entitlements over unissued shares in Qantas were awarded to Executive Directors and Senior Executives under the Qantas Long-Term
Executive Incentive Plan as detailed on page 107,

During the 2006 year, the following movements in Entitlements tock place:

Qantas Long-Term Executive Incentive Plan Number Number
Entitlements available for vesting at July 4,348,319 5,528,644
Entitlements issued - -
Entitlements lapsed (3,998,319) (1,180,325)
Entitlements vested {175,000} -
Entitlements available for vesting at 30 June 175,000° 4,348,3192

V All of these Entitlements lapsed on 1 July 2006.
2 Of these Entitlements, 3,998,319 lapsed on | July 2005.

The following Entitlements were outstanding at 30 fune 2006:

Number of Entitlements!

Value at Net Net

Expiry Exercise Grant Vested Unvested Total Vested Unvested Total
Date Price Date? 2006 2006 2006 2005 2005 2005
17 Nov 07 $4.99 $1.13 3,525,143 - 3,525,143 3,993,306 - 3,993,306
24 Nov 08 $3.44 $0.82 3,065,525 - 3,065,525 18,645,188 3,874,188 22,519,376
20 Feb 09 $3.62 $0.77 83,668 - 83,668 635,869 124,131 760,000
06 Dec 09 $3.25 $1.14 - 175,000 175,0003 - 350,000 350,000

6,674,336 175,000 6,849,336 23,174,363 4,348,319 27,622,682

| The Entitlements do not allow the holder 10 participaie in any pro rata or bonus share issue of Qantas. No dividends are payable on Entitlernents,
2 The estimated value per Entitlement at grant date disclosed above is calculated using the Black-Scholes Option Valuation Methodology.
3 All of these Entitlements lapsed on 1 July 2006.
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I RIGHTS

2006 2005
Performance Rights Plan Number Number
Rights outstanding at 1 July 3.476,500 1,586,000
Rights granted 1,662,000 1,959,500
Rights lapsed {548,500) (69,000}
Rights vested - -
Rights outstanding at 30 June 4,590,000 3,476,500

The follawing Rights were outstanding at 30 June 2006:

Number of Rights'

Grant Value at  Net Vested Unvested Total  Net Vested Unvested Total
Testing Period Pate  Grant Date 2006 2006 2006 2005 2005 2005
30 Jun 0B? 15 0ct 03 $3.09 - 155,000 155,000 - 250,000 250,000
30 Jun 067 16 Oct 03 $3.04° - 205,000 205,000 - 205,000 205,000
30 Jun 067 10 Dec 03 $2.86° - 60,000 60,000 - 60,000 60,000
30 Jun 067 27 Feb 04 $3.24° - 896,500 896,500 - 1,015,000 1,015,000
30 Jun 06? 08 Jul 04 $3.108 - 35,000 35,000 - 41,000 41,000
30 Jun 07 - 30 Jun 09? 18 Aug 04 §2.25¢° - 280,000 280,000 - 390,000 390,000
30 Jun 07 - 30 Jun 09? 21 0ct 04 $2.28¢ - 540,000 540,000 - 540,000 540,000
30 Jun 07 - 30 Jun 09° 13 Jan 05 $2.47¢ - 889,500 889,500 - 970,500 970,500
30 Jun 07 - 30 lun 09? 20 Jun 05 $1.88¢ - 5,000 5,000 - 5,000 5,000
30 jun 08 - 3¢ Jyn 104 17 Aug 05 §1.98¢ - 415,000 415,000 - - -
30 Jun 08 - 30 Jun 10* 22 Nov 05 $2.67¢ - 1,076,000 1,076,000 - - -
30 Jun 08 - 30 lun 10* 28 Mar 06 §2.28% - 33,000 33.000 - - -
- 4,590,000 4,590,000 - 3,476,500 3,476,500

| The Rights do not allow the halder to participate in any share issue of Qantas. No dividends are payable on Rights.
2 These Rights may vest after 28 August 2006, subject to a testing date of 30 lune 2006.

3 While these Rights vest on the tenth anniversary of the date of award, Executives may “call for” the Rights to be converted to Qantas shares to the extent performance

hurdles have been achieved upon testing, which is to commence 30 June 2007.

4 While these Rights vest on the tenth anniversary of the date of award, Executives may “call for” the Rights to be converted 10 Qantas shares to the extent performance

hurdles have been achieved upon testing, which is to commence 30 June 2008.

5 The estimated value of Rights granted under Pians before 1 July 2004 is calculated at the date of grant using the Black-Scholes Option Valuation Methodology.

6 The fair value of Rights granted undes Plans post 1 july 2004 is caleulated at the date of grant using a Mante-Carle Valuatian Methodology.

A pool of Rights (not to exceed 1,600,000 Rights) was approved for allocation to Qantas Executives on 22 August 2006. An additional 345,000 Rights were
approved for allocation to Executive General Managers. On 22 August 2006, a grant of Rights ta the Chief Executive Officer and Chief Financial Officer was

recommended to be put to shareholders for approval at the 2006 AGM.
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REMUNERATION REPORT

Details of the nature and amount of each major element of the remuneration of each Key Management Personnel (KMP) of Qantas and the Qantas Group and
reference to where they have been incorporated into the Qantas Annual Repart is set out below:

Requirement

Included in the Qantas Annual Report

Corporations Act
- Remuneration Policy
- elements of remuneration for each required individual

Australian Accounting Standards Board (AASB) 2 Share-based Payment
and AASB 124 Related Party Disclosures

- Key Management Personnel Remuneration disclosures

~ Key Management Personnel Equity Benefit disclosures

ASX Corporate Governance Council: Corporate Governance Principle 9
— remunerate fairly and responsibly

- 2006 Executive Remuneration Philosophy and Objectives

2006 EXECUTIVE REMUNERATION PHILOSOPHY AND OBJECTIVES

Refer below
Refer below

Refer below
Note 25 to the Financial Report

Refer below
Refer below

Qantas’ Philosophy for Executive Remuneration is ta ensure that
remuneration properly reflects the duties and responsibilities of its
Executives and that remuneration is competitive in attracting, motivating
and retaining people of the highest calibre. As part of this, Executives
should be rewarded for performance and challenged to achieve rigorous
and continuously improving performance targets.

These objectives are achieved via a reward program that invelves a mixture of:

* Fixed Annual Remuneration (FAR);
* the Performance Plan, comprising:
i. the Performance Cash Plan {PCP} - a short-terin cash incentive; and

ii. the Performance Equity Plan — made up of a medium-term incentive,
the Performance Share Plan (PSP} and a long-term incentive,
the Performance Rights Plan (PRP); and

* Concessionary Travel Entitlements, some targeted retention arrangements

and other discretionary benefits considered appropriate from time to time.

The Remuneration Committee {which is a Committee of the Board) plays a
eritical role in reviewing and recommending to the Board gn matters of
remuneration policy, specific recommendations relating to Senior Executives
and all matters concerning equity plans and awards. in deing so, the
Remuneration Committee secks advice from a range of independent external
specialists, PricewaterhouseCoopers is currently engaged to provide ongoing
independent support to the Remuneration Committee in its deliberations.

Fixed Annual Remuneration

The guiding principles in managing remuneration for Executives are that:

+ all elements of remuneration should be set at an appropriate level having
regard to market practice for roles of similar scope and skill;

* the Performance Plan should be used to differentiate rewards for high
performers and to encourage continuously higher levels of performance:

* the Pertormance Plan should be ctearly linked to appropriate goals via
a rabust performance management system; and

* the Performance Equity Plan should be used to align the interests of
Executives with shareholders, support a culture of employee share
ownership and act as a retention initiative.

Overall, the mix of the remuneration program is consistent with
market practice.

Fixed Annual Remuneration

Salary decisions are based on the concept of FAR, which involves a
guaranteed salary level from which superannuation and certain other
benefits, such as a maintained motor vehicle, are able to be deducted
at the election of the employee on a salary sacrifice basis.

FAR is set with reference to market data, reflecting the scope of the role,
the unique value of the role and the performance of the persan in the role.
FAR is reviewed annually and reflects a middle-of-the-market approach, as
compared to similar comparative roles within Australia, having particular
reference to large public companies for the most senior roles.

Set with reference to role, market and experience

5 Performance Cash Plan Short-Term Group Financial Target

&

g e Performance Mediurn-Term Balanced Scorecard Target

£ .

g g & Share Plan Customer Operational Peaple Financial
z

2 5&

& F g 'Eggg“gl';;e Long-Term Total Shareholder Return Target allocations to selected Executives

Other benefits eg concessionary travel, diseretionary and retention programs

Reflects industry and market practice
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I 2006 EXECUTIVE REMUNERATION PHILOSOPHY AND OBJECTIVES CONTINUED

far the year erded 30 June 2006

Performance Plan

The alignment of Executive remuneration outcomes with the performance
of both Qantas and the individual is a key part of the Qantas People Plan,
Relevant performance hurdles, agreed in advance of the allocation of
incentives, are a key element in an appropriately structured performance
plan. Vesting should be over a period that is consistent with the realisation
of the short, medium and long-term strategic objectives approved by the
Board. The Performance Plan has been implemented within Qantas to
achieve these objectives.

Performance Cash Plan

The PCP is designed to reward Executives when key performance measures
are achieved over the 12-month business cycle.

The target reward is a percentage of FAR dependent on each individual’s
level of responsibility. The actual incentive earned is based on a
combination of Qantas’ results and individual performance and may be
greater than or less than the target amount.

Performance against a financial target determines the amount (if any)
of the pool of money available for payment. The target is set with an
inherent stretch component. It is anticipated that the target would be
achieved 75 per cent of the time.

Once a pool has been approved, based on Qantas’ perfermance, the
assessment of the performance of individuals against their specific annual
goals takes place along with a further assessment of the relative
contribution of Executives, This results in a differentiated distribution of the
bonus pool between participating Executives.

Performance Equity Plan

Assessment of the performance of individuals against their specific annual
goals and a further assessment of the relative centribution of Executives,
results in a differentiated distribution in the number of deferred shares,

Deterred shares awarded under this Plan are purchased on-market or issued
and are held subject to a holding lock for 10 years. Participants may " call
for” the shares prior to the expiraticn of the holding lack but not before the
end of the financial year in relation to up to one-half of the shares and the
end of the following financial year in relation 1o the remaining shares.
Generally, any deferred shares held subject to the holding lock are forfeited
on cessation of employment.

Performance Rights Plan

The Performance Equity Plan comprises the PSP {a medium-term incentive}
and the PRP (a long-term incentive). Both elements are designed to
strengthen the alignment of the interests of the Executives with those

of shareholders.

Performance Share Plan

The medium-term incentive component is delivered via an award of
deferred shares under the Terms & Conditions of the Qantas Deferred Share
Plan (DSP) approved by shareholders at the 2002 AGM, subject ta
satisfactory results on a balanced scorecard basis.

The target reward is a percentage of FAR dependent on each individual’s
level of responsibility. The actual incentive earned is based on a
combination of Qantas’ results adjusted by an individual perfermance
factor on the same basis as the cash plan.

Performance of the Qantas Group against the balanced scorecard
determines the amount (if any) of the pool of shares available for payment.
The Balanced Scorecard for 2006/07 contains target measures from the
corporate Key Performance Indicator measures set by the Board {ie
Customer, Operational, People and Financial performance). The targets are
approved by the Board at the beginning of the year with a focus on
business improvement. It is anticipated that the target would be achieved
75 per cent of the time.

The Board has the capacity to adjust reward outcomes based on
performance if it feels it is appropriate to recognise an extraordinary effort
in performance or as a way of providing specific retention allocations of
deferred shares,

The aims of the PRP as the long-term incentive component are ta:
* align the interests of eligible Executives and of shareholders;

« provide targeted but competitive remuneration and a long-term
incentive for the retention of key Executives; and

¢ support a culture of emplayee share ownership.

As a retention tool, the program is specifically targeted to Senior Executives
in key roles or other participants who have been identified as high
potential Executives.

Rights granted under this Plan are subject to a performance hurdle, being
Total Shareholder Return (TSR} in comparison to a basket of listed global
airlines and the largest Australian listed public companies as measured by
the S&P/ASX 100 Index. The TSR will first be tested three years after the
Rights are granted and re-tested, if necessary, at quarterly intervals over
the subsequent two-year period.

The Plan allows for limited periodic re-testing of the TSR hurdle because:

= the impacts of long-term decision making may not neatly coincide with
a fixed three-year period; and

* itis based on an extension of the performance period. with no reduction
in the rigour and performance requirement of the original test, The re-
test recognises that the Qantas share price is more volatile in the short-
run than the long-run, when compared to the S&P/ASX 100 Index.

Retention Reward Plan

Selected Executives may also be invited to participate in a retention plan
with a required service period of three years.

The award to any individual under the Retention Reward Plan {RRP} can be
delivered either in deferred shares or by way of a deferred cash award.
Any award made under this Plan will be forfeited if the retention period
for service is not met. Satisfactory performance, including achievement

of personal key performance indicators, is a further requirement under

this Plan.

Employee Share Ownership Plan

Ta encourage greater share ownership, an Employee Share Ownership Plan
was approved by the Board at its July 2006 Meeting. Directors and
employees will be able to purchase shares at no discount to market price on
a salary sacrifice basis. The initial offering under this Plan will be launched
in 2006/07.

The Employee Share Ownership Plan is to operate under the Terms &
Conditions of the DSP.
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IZOOE EXECUTIVE REMUNERATION PHILOSOPHY AND OBIECTIVES CONTINUED

Termination Payments

Qantas will honour contractual and statutory entitlements of its Executives on termination. Additienal payments to terminating Executives may be made to a
reasonable level where legal or other considerations make it appropriate to do so. In all cases, an appropriate release agreement is required to be signed.

Operation of Incentive Plans

Under all of the Executive Incentive Plans aperating within Qantas, the Chief Executive Officer may recommend changes to the Board, which has discretion to
amend the operation of the Plan as appropriate, given changes in business circumstances or to recognise a particular degree of difficulty or the effects of events
external to management, in any performance year. Any such change and its outcome for reward would be disclosed in the relevant Qantas Annual Report.

Total Reward Mix

Consistent with market practice, the proportion of Remuneration attributable 1o each companent of the Performance Plan is dependent on the level of seniority
of the Executive. The Board obtains extensive independent advice on market practice and relevant benchmarking data from its external advisers in setting
Target Reward Amounts and Mix. The totaf reward mix on average is as follows:

% of Total Reward Opportunity (at Target)

Performance Performance

FAR Cash Plan Equity Plan

% % %

Chief Executive Officer 50 30 20
Chief Financial Officer / Executive General Manager Qantas 55 25 20
Other Executive General Managers 60 25 15
Other Executives depending on level of seniority 7010 90 5to 15 51015

The ahove table is used to determine the allocation of performance-based remuneration and is based on the Executive's FAR at the date of the allocation.
It excludes accrual of end of service payments and any non-cash benefits.

This target reward mix reflects remuneration over a holding fock period subject to meeting vesting cenditions and does not necessarily reflect the actual
remuneration received by the Executive in the current year.

For thase Executives selected to participate in the PRP, the "at target” component of the Performance Equity Plan is expected to be delivered in equal
proportions via the PSP and the PRP.

Concessionary Travel Entitlements, Service Payments and Retention Arrangements

Travel concessions are provided to all Executives within Qantas, consistent with practice in the aitline industry. Travel at concessionary prices is on a sub-load
{stand-by) basis, ie subject to considerable restrictions and limits on availability and inctudes specified direct family members or parties, There is also a post
retirement element of this entitlement for all staff who qualify through retirement or redundancy.

In addition 1o this and consistent with practice in the airline industry, a small number of Senior Executives and their specified direct family members or parties
are entitled to a number of free trips for personal purposes. The present value of these entitlements is accrued over the expected service of the individual,
Eligibility for new participants is generally restricted to members of the Qantas Executive Team,

The primary elements of retention within Qantas are the provision of appropriate development opportunities for high performing Executives and the
recognition of performance on an ongoing basis through the remuneration programs detailed above, In addition, it is occasionally appropriate to establish
specific milestone reward programs which link agreed performance outcomes to an opportunity for award either in the form of cash, or by way of special
allocations under the PSP or PRP.

For Executives appointed to senior roles, fixed term contracts of up to five years were, until recently, agreed on appointment, This could also involve eligibility
for a payment on termination provided that a period of five years service was completed under a fixed term contract. The approach being adepted from

2006 is to have ongoing contracts of employment for all Executives and the remaining fixed term contracts in place are being progressively converted to
ongoing contracts.

Since 1999, all other Executives in the Qantas Group are on ongoing individual employment agreements.

Continuous Improvement

Qantas continually reviews all elements of its Exacutive Remuneration Philosophy and Objectives to ensure that they are apprapriate from the perspectives of
governance, disclosure, reward and market conditions.
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I DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES (AUDITED)

The disclosure on pages 57 to 66 forms part of the Financial Report as required by AASB 124 Related Party Disclosures.

Elements of Remuneration of Key Management Personnel

Remuneration levels are competitively set to attract and retain appropriately qualified and experienced Directors and Senior Executives,

Set out below is an overview of the elements of remuneration provided to the KMP:
Key Management Persannel

Non-Executive Executive
Etements of Remuneration Directors Directors Executives
Minimum salary level Fixed Annual Remuneration v v v
Superannuation contributions v v v
Travel entitlements v v v
Other benefits v v v
Short-term incentives Performance Cash Plan - v v
Medium-term incentives Performance Share Plan - v v
Long-term incentives Performance Rights Plan - v v
Retention Reward Plan - v v
Legacy plans 2002 Executive Director Long-Term Incentive Plan (Exec Director
LT1)/Senior Manager Long-Term Incentive Plan (Sen Mgr LTH) - v v
Qantas Long-Term Executive Incentive Plan {(QLTEIP) - v v
Post employment End of service payments - v v
Travel entitlements v v v
Description Rationale
I SHORT-TERM EMPLOYEE BENEFITS
Fixed Annual Remuneration
Cash FAR is the FAR remaining after safary sacrifice components such as
motor vehicles and superannuation have been deducted.
Non-Executive Directors (NEDs}
Non-Executive Director FAR is determined within an aggregate Directors’ FAR and payments to NEDs reflect the demands and responsibilities which
fee pool fimit, An annual total pool of $2.5 million was approved by are made of NEDs and reflects the advice of independent remuneration
shareholders at the 2004 AGM. FAR comprises Directors’ Fees, Committee consultants to ensure NED FAR and salary sacrifice payments are
Fees and superannuation. For details of actual FAR paid, see page 61. appropriate. The level of NED FAR is reviewed annually.
Executive Directors and Key Management Executives
FAR is the guaranteed salary level from which superannuation and other FAR is set with reference to market data, reflecting the scope of the role,
benefits are deducted through salary sacrifice. the unique value of the role and the performance of the person in the rote.
Performance Cash Plan
The PCP is a cash incentive and is set as a percentage of FAR payable on The performance condition of PBT reflects the use of this measure as the key
achievement of a financial target and persenal performance objectives, For budget and financial control measure at segment level across the Qantas
2005/06, the financial target was profit before related income tax expense Group. This single measure applies to all Executives.
(PBT). The threshold for payment was 75 per cent of target PBT adjusted
for approved restructuring costs and A-IFRS adjustments and requires
Board approval.
Non-Cash Benefits
Includes salary sacrifice components such as motor vehicles, memberships of Reflects market practice.

appropriate professional associations and travel entitlements. Industry
standard travel entitlements are in addition to FAR.
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IEIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES {AUDITED) CONTINUED

Description

I SHORT-TERM EMPLOYEE BENEFITS CONTINUED

Rationale

Travel Entitlements

KMP and their eligible beneficiaries are entitied 1o receive a number of
international and domestic trips annually at no cost to the individual concerned.

hOST EMPLOYMENT BENEFITS

Travel entitlements provide an effective form of remuneration as the vilue
to the individual is high and the cost to Qantas is minimal as the only cash
outflow from Qantas is for the associated ticket and fringe benefits taxes
and the marginal cost of carrying the passenger.

End of Service Payments

Certain Executives are entitled to End of Service Payments on
termination under the approach of fixed term contracts for Senior
Executives in place until 2005/06. These were generally based on FAR
as set out in individual employment contracts. This approach has been
discontinued for all new contracts.

Superannuation Contributions

End of Service Payments were previously offered as a feature of a limited
number of five year fixed term contracts. These were payable upon cessation
of employment and provided compensation for constraints regarding working
for a competitor.

Statutory, salary sacrifice or defined benefit superannuation payments are
made on behalf of the KMP.

Travel Entitlements

Statutory requirement.

See commentary above on travel entitlements.

I OTHER LONG-TERM BENEFITS

Long Service Leave

Includes the accrual of statutory long service leave for Executive Directors
and Key Management Executives,

I EQUITY BENEFITS

Statutory requirement.

Qantas Deferred Share Plan

The DSP Terms & Conditions were approved by shareholders at the 2002
AGM. The DSP governs the provision of equity benefits.

Atits July 2006 Meeting, the Board resclved to amend the definition of
Eligible Employee in the DSP Terms & Conditions to read “employees
(including Directors) of the Group whom the Board determines to be eligible
for an offer.”

There have been no other changes in the DSP Terms & Conditions,

Performance Share Plan

The provision of equity benefits establishes a link between shareholder
value creation, financial performance and Executive remuneration.

Deferred shares are awarded with the value being a percentage of FAR,
based an the achievement of a Balanced Scorecard relating to Customer,
Operational, People and Financial performance. Customer satisfaction is
measured by reference to an external survey, The Operational performance
{punctuality) measure relates to the metrics published monthty by the
Government. People performance is focused on occupational health & safety,
Financial performance uses an internal cost measure,

Shares are purchased on-market or issued and are held subject to a holding lock
for 10 years. However, Executives can “call for* the deferred shares prior to the
expiration of the holding lock, but not before the end of the financial year in
relation to up to one-half of the deferred shares and the end of the following
financial year in refation 1o the remaining deferred shares. Any dividends paid on
the deferred shares will be distributed to the relevant Exacutive.

Generally, any deferred shares which remain subject to the holding lock will
be forfeited if the relevant Executive ceases employment with the
Qantas Group.

The grant date and number of deferred shares awarded to Executive Directors
and Key Management Executives is outlined on page 105.

The Balanced Scorecard performance condition aligns Executive
remuneration with value drivers for the Qantas Group without undue
emphasis on the short-term financial targets.

Targets are set at the start of the financial year and readily available
external measures are used where appropriate. Internal measures are used
in refation ta key focus areas (Safety and Sustainable Future Program),
The metrics are quantifiable and provide clasity to Executives on the key
priorities for Qantas in the short to medium term.




for the year ended 30 June 2006

Description

I EQUITY BENEFITS CONTINUED

Rationale

Performance Rights Plan

2004/05, 2005/06 and 2006/07 Awards

Rights are awarded to selected Executives. Subject to achievement of the
Performance Hurdle, Rights may be converted (on a one-for-one basis) to
Qantas shares.

The Perfarmance Hurdle set by the Board for these awards is the TSR of
Qantas in comparison to:

* companies with ardinary shares included in the S&P/ASX 100 Index
excluding Qantas in relation to one-half of the Rights; and

* a hasket of global listed airlines comprising Air France-KLM, Air New
Zealand, AMR Corporation {American Airlines), British Airways, Cathay
Pacific, Delta Airlines', Japan Airlines, Lufthansa, Ryanair, Singapore
Airlines, Southwest Airlines and Virgin Blue in relation to the other half
of the Rights.

The TSR will be first tested as at 30 June 2007 for the 2004/05 award,

30 June 2008 for the 2005/06 award and 30 June 2009 for the 2006/07
award, If required, the TSR will be re-tested quarterly over the subsequent
two years.

The Performance Hurdle will be considered satisfied in accordance with the
following table:

Qantas TSR Performance
Compared to the
Relevant Target

Satisfaction of the
Performance Hurdle

0 to 49th percentile it
50th to 74th percentile 50% to 99% satisfied

75th to 100th percentile 100% satisfied

The Beard resolved at its October 2005 Meeting that it will not exercise its
discretion in relation to the Performance Hurdle for the 25th to 49th
percentile. There was no impact on the fair value as a result of this change.
The closing price at the date of this change was §3.38.

Generally, any Rights which have not vested will lapse if the relevant
Executive ceases employment with the Qantas Group. Rights will also lapse
if the Executive is guilty of gross misconduct.

The new contract for the Chief Executive Officer, Geoff Dixon, announced to the
market on 8 August 2006 allows for the continuation of participation in the PRP
post termination. Unvested Rights at termination will remain in force {as if the
CEQ was remaining in employment) subject to two conditions:

+ if termination is initiated by Qantas, there will be a pro-rata continuation
of awards at terminatian for the parts of the performance period service
under each award; however

+ any awards where less than 18 menths of the performance period
relating to that award has been served, will lapse.

The grant date and number of Rights awarded to Executive Directors and Key
Management Executives is outlined on page 106.

In August 2004, Qantas changed its long-term incentive performance
condition from RoTGA to relative TSR. Relative TSR is a commonly used
performance condition in Australia,

The relative TSR performance condition provides reward to the Executive
only if the return to shareholders has been positive relative to other airlines
and other large Austrafian companies. Qantas helieves that these two peer
groups are the most appropriate peer groups against which to assess its TSR
growth. The S&P/ASX 100 Index represents the broader Australian market,
whilst the basket of global airlines represents Qantas’ key competitors.

A progressive vesting scale prevents payment for below median
performance, and does not deliver full reward untit 75th percentile
performance is achieved.

This approach reflects practice for Chief Executive Officers in certain
S&P/ASX 50 companies and it also reflects the move to an on-going
contract of employment for the Chief Executive Officer. Under this
approach, ne vesting is allowed on long term equity awards where
less than 18 months of the performance period has been served.

2003/04 Awards

Vesting for the 2003/04 award is based on the achievement of the three
year average annual RoTGA targets over the three years ending

30 June 2006, If the target is not met or the Executive ceases employment
prior to vesting, all of the Rights granted will lapse,

The Rights granted under the 2003/04 Award may vest after 28 August
2006, subject to a testing date of 30 June 2006.

The performance condition of target RoTGA was chosen in 2003/04 as

it measures financial performance that reflects an appropriate return on
capital. The RoTGA target was achieved in both 2003/04 and 2004/05, It is
expected that the RoTGA target for 2005/06 will be achieved.

1 Delta Airlines is excluded fram the airline basket for the 2006/07 Award as in September 2005 Delta Airlines filed voluntary petitions for reorganisation under Chapter 11

of the U.5. Bankruptcy Code,
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tar the year ended 30 June 2006

I DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES (AUDITED} cONTINUED

Description

I EQUITY BENEFITS CONTINUED

Rationale

Retention Reward Plan

The Retention Reward Plan provides for deferred share or deferred cash
awards, subject to satisfactory service, typically for a period of three years.
For select KMF. awards for the three years 2006/07 to 2008/09 are breing
made in deferred shares,

I LEGACY PLANS

The volatility of the airfine industry creates a chaltenge for the retention
of an effective management team. Continuity of management is key to the
acceleration of the transformation program over the coming plan period.

Senior Manager Long-Term Incentive Plan’®

Certain Executives were awarded a number of deferred shares subject to a
four-year holding lock provided the Executive remains employed by the
Qantas Group. These shares will be held on behalf of each Executive by the
Trustee until the expiry of the holding lock period. Any dividends paid on the
shares will be distributed to the relevant Executive.

The grant date and number of shares awarded to Executive Directors and
Key Management Executives is outlined on page 107.

Qantas Long-Term Executive Incentive Plan

This was an interim plan following the suspension of GLTEIP. No awards
have been made since April 2003.

Under QLTEIP, certain Executives were granted Entitlements to unissued
shares in Qantas in the years ended 30 June 2000, 2001 and 2002. Vesting is
based on Qantas relative TSR compared to ASX 200 Industrials Index and a
basket of global airlines. Entitlements may vest between three and five years
following award date and are generally conditional on the Executive
remaining employed. To the extent that Entitlements vest, they may be
converted into shares within eight years of the award date in proportion to
the gain in share price. Entitlements will lapse on the eighth anniversary of
the date of award.

The first index is determined as the percentite performance of Qantas (based
on average Relative TSR) within a modified S&P/ASX 200 Industrials Indiex.
The index excludes Banks, Infrastructure and Utilities, Insurance, Investments
and Financial Services, Media, Property Trusts and Telecommunications,

At grant date it included 86 stocks.

At grant date, the basket of global airfines included Air Canada, Air New
Zealand, AMR Corporation {American Airlines), British Airways, Cathay
Pacific, Delta Airlines, Japan Airlines, KLM Rayal Dutch Airlines (data no
longer applicable), Lufthansa, Northwest Airfines, Singapore Airlines and
UAL Corporatian (United Airlines),

For further details of QLTEIP, see page 107,

This performance condition aligns remuneration and growth in shareholder
value. The plan was suspended in July 2002.

1 The relevant plan for the Executive Directors is the 2002 Executive Director Long-Term Incentive Plan,
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Set out in the following tables are the remuneration for the KMP during the year ended 30 June 2006:

I REMUNERATION OF DIRECTORS FOR THE YEAR ENDED 30 JUNE 2006

QOther
Long- Share-
Term Based
Short-Term Employee Benefits Post Employment Benefits Benefits  Payment® Total
Cash Cash Non-Cash End of Super-
FAR  Incentives  Benefits Total Service  anhuation Travel Total

Directors Year $ $ 5 3 $ $ $ $ $ $ S
Margaret Jackson, 2006 447,617 - 59,591 507,208 - 12,139 15,400 27,539 - - 534,747
Chairman 2005 21n - 113,060 485,21 - 11,585 9,550 21,135 - - 506,366
Paul Anderson, 2006 146,490 - 10,634 157,034 - - 7,200 1.200 - - 164,234
Non-Executive Director 2005 114,348 - - 114348 - - 4,775 4,775 - - 119,123
Mike Codd, 2006 94,613" - 42,426 137,039 - 100,587 7.200 107,787 - - 244,826
Non-Exccutive Director 2005 76,020 R 1L T AR E 5T - 95980 4775 100755 - - nan
Peter Cosgrove,? 2006 146,970 - 37,243 184,213 - 11,878 7,200 19,078 - - 203,291
Non-Executive Directar 2005 nfa nfa nia na n/a nfa nia nfa na nfa nia
{6 Jul 05 — 30 Jun 06}
Patricia Cross, 2006 64,757 - 153544 218,301 - 25,000 7,200 32,200 - - 250,501
Non-Executive Director 2005 77,096 - 1983 196930 - W21 A7 2306 - - N99%
Garry Hounsell, 2006 134,312 - 34,071 168,383 - 12,088 7,200 19,288 - - 187,671
Non-Executive irector 2005 53,097 - 46,089 99,186 - 5.251 2,388 7,639 - - 106,825
Jim Kennedy, 2006 195,200 - 16,325 211,525 - - 7,200 7,200 - - 218,725
Non-Executive Director 2005 172,000 - 20,517 192,517 - - 4,775 AT15 - ~ 197,292
James Packer, 2006 111,927 - - 111,927 - 10,073 1,200 17,273 - - 129,200
Non-Executive Direcior 2005 101,920 - - 101,920 - 10,080 4,775 14,855 - - 116,775
John Schubert, 2006 158,661 - 9,678 168,339 - 12,139 7,200 19,339 - - 187,678
Non-Executive Director 2005 122,763 - 18,536 141,299 - 11,585 4.77% 16,360 - - 157,659
Geoff Dixon, 2006 2,018514° 1,011,780 289,247 3,319,541 465,000 100,587 31,800 597,387 100,644 1,293,503 5,271,475
Chief Executive Officer 2005 1,905,863 1,490,000 205,643 3,601,506 1,414,785 95,979 19,100 1,529,864 95,753 1,255,550 6,482,673
Peter Gregg, 2006 1,185,836° 501,875 211,161 1,898,872  867.000 48,953 31,800 947,753 87,167 726,538 3,660,330
Chief Financial Officer 2005 1,964,415 755,000 129,118 2,048,533 788,51 28,800 19,100 836,401 119,341 626,724 3,630,999
and EGM Strategy
Total 2006 4,704 807 1,513,655 863,920 7,082.382 1,332,000 333,444 136,600 1,802,044 187,811 1980441 11,052,678
remuneration 2005 4,159693 2,245,000 690,054 7,094,747 1,203,186 2715 78,788 2,559,585 215,094 1,882274 11,751,700
for Directors
Trevor Eastwood, 2006 n/a nia nla nfa nia na n/a nia na nia na
Non-Executive Director 2005 105,31 - 11,419 116,730 - 8,689 3,581 12,270 - - 129,000
{1 Jul 04 - 31 Mar 05}
Roger Maynard, 2006 nfa nfa nfa nia nfa na nfa nfa nfa nfa nfa
Non-Executive Director 2005 22,768 - 662 13,430 - 2,049 7% 2,845 - - 26,275
{1 Jul 04 - 8 Sep 04}
Nick Tait, 2006 nla nia nia nfa nfa nia n/a nfa nia nia nia
Non-Executive Birector 2005 26,564 - 1,370 27,934 - 2,39 79 3187 - - EARPA
{1 Jul 94 — 8 Sep 04)
Total 2006 4,704,807* 1,513,655 863,920 7,082,382 1,332,000 333,444 136,600 1,802,044 187,811 1,980,441 11,052,678
remuneration 2005 4314336 2,245,000 703,505 7262841 2,203,286 290,640 83,961 2577887 215094 1,882,274 11,938,096

for Directors

1 Cash FAR for the Non-Executive Directors is stated after deducting statutory superannuation contributions and the fallowing additional salary sacrificed amounts: $28,244
{2005: 528,244} for Ms Jackson, $88,448 (2005: $84,395) for Mr Codd and $69,555 (2005: $55,666) for Mrs Cross,

2 Includes payments for services rendered as a Director of Qantas Superannuation Limited from 14 November 2005 to 30 june 2006.

3 Mr Dixan's FAR for the year was $2,160,000 from 1 July 2005 to 31 December 2005 and $2,310,000 from 1 January 2006 to 30 June 2006 (2005: $2,115,000) less salary
sacrificed companents of $216,486 (2005: $209,137). Mr Gregy's FAR for the year was $1,310,000 from 1 July 2005 to 31 December 2005 and $1,375,000 from 1 January
2006 ta 30 fune 2006 (2005: $1,285,000) less salary sacrificed components of $156,664 (2005: $120,585).

4 Total NED Cash FAR paid inclusive of additiona! salary sacrificed elements was $1,686,704 {2005: $1,412,363). Effective 1 July 2005, each Director was paid an annual base
fee inclusive of superannuation of $122,000, and the Chairman $488,000 which includes Commitiee fees, Committee fees were $24,400 per Committee Membership and
$48,800 per Committee Chairmanship.

5 Refer to page 62 for details of Share-Based Payments.
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I DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES (AUDITED) cONTINUED

I REMUNERATION OF DIRECTORS FOR THE YEAR ENDED 30 JUNE 2006 CONTINUED

Equity Settled

PSP PRP  Exec Director LTI Total
5 Share-Based Payment Year $ $ $ S
Geoff Dixon 2006 572,805 491,625 189,473 1,253,903
2005 513,798 363,375 378,377 1,255,550
Peter Gregg 2006 334,233 197,762 194,543 726,538
2005 314,184 119,700 192,840 626,724
Total 2006 907,038 689,387 384,016 1,980,441
2005 827,982 483,075 51217 1,882,274
Directors” and Officers’ liability insurance has not been included in the above figures since it is not possible to determine an appropriate allocation basis.
Non-Executive Directors do not receive any performance related remuneration.
IREMUNERATION OF KEY MANAGEMENT EXECUTIVES FOR THE YEAR ENDED 30 IUNE 2006
Other
Long- Share-  Termin-
Term Based ation
Short-Term Employee Benefits Post Employment Benefits Benefits Payment* Benefits? Total
Key
Management Cash Cash Mon-Cash Endof  Super
and Highest FAR Incentives Benefits Total  Service annuation Travel Total
Remunerated
Executives Year $ $ $ $ 5 $ $ $ $ $ s $
John Borghetti, 2006 982,003 478,000 192,762 1,652,765 643,500 122,922 15400 781,822 352,325 435547 - 3,222,459
EGM Qantas 2005 729,080 N000 170332 1,210,412 133,434 106654 9550 269,638 60,223 303,863 - 184413
Kevin Brown, 2006 645,228 234000 198,222 1077450 211,334 40560 15400 267,294 26,458 286,02t - 1,657,223
EGM Pecple 2005 646,932 0,000 155460 1,043,392 173,674 36754 9550 219978 20,268 265,189 - 1548827
David Cox, 2006 599,785 199,000 38496 837281 105,000 12,139 15400 132,539 67,918 222,556 - 1,260,294
EGM Qantas 2005 nfa nla na nfa na wa na nwa a na na nfa
Engineering
Grant Fenn, 2006 693,037 234,000 180,099 1,107,136 70,000 12,139 15,400 97,539 39916 294,204 - 1,538,795
EGM Associated 2005 656,118 241000 14889 1,045,014 97,097 11,585 9550 118,232 26,036 216,526 - 1,406,808
Businesses
Alan Joyce, 2006 608,066 210,000 70,275 888,341 156,667 40,560 15400 212627 5,719 296,843 - 1,423,530
CEQ Jetstar 2005 $32,273 324,000 61,750 918,023 288,059 12550 9,550 310,159 34,158 156,259 - 1418599
Total 2006 3,528,119 1,355,000 679,854 5562973 1,186,501 228,320 77,000 1,491,821 512,336 1,5351M - 9102301
remuneration 2005 2,564,403 1,117,000 536438 4,217,841 2,264 167.543 38200 918007 140685 941,837 - 6218370
Key
Management
Executives
Denis Adams? 2006 357,743 - 48375 4061138 45,600 6,070 15,400 66,470 16,177 140,380 1,358,024 1,987,169
EGM Associated 2005 673,467 219,000 99,709 992,176 45,000 17457 9,550 72,007 24,151 224,515 - 1,312,849
Businesses
{3 Jul 05 - 31 Dec 05)
Total 2006 3,885,862 1,355,000 728229 5,969,091 121,501 234,390 92,400 1,558,291 528513 1,675,551 1,358,024 11,089,470
remuneration 2005 3237870 1,336,000 636,147 5210017 757,264 185,000 47,750 9904 164,836 1,166,352 - 153,219
Key
Management
Executives

1 Mr Joyce received a milestone reward payment in 2004/05 relating to the establishment of Jetstar Airways of $100,000.

2 Mr Adams was appainted to act as a Qantas a
Management Executive,

3 Termination payment includes accrued leave balances, settlement of e

arrangements suitable to Qantas.

4 Refer to page 63 for details of Share-Based Payments.
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I REMUNERATICN OF KEY MANAGEMENT EXECUTIVES FOR THE YEAR ENDED 30 JUNE 2006 CONTINUED

Equity Settled

pPsp PRP Sen Mgr LTI QLTEIP Total

4 Share-Based Payment Year $ $ $ $ $
Denis Adams 2006 153,995 {120,365) 106,750 - 140,380
2005 88,083 55,966 80,466 - 224,515

john Borghetti 2006 217,715 125,032 92,800 - 435,547
2005 138,416 73,415 92,032 - 303,863

Kevin Brown 2006 130,256 86,165 69,600 - 286,021
2005 88,083 51,752 69,937 55,417 265,189

David Cox 2006 111,647 75,636 35,273 - 222,556
2005 nfa n/a nfa nfa nfa

Grant Fenn 2006 130,256 94,348 69,600 - 294,204
2005 88,083 59,275 69,168 - 216,526

Alan Joyce 2006 188,052 73,518 35,273 - 296,843
2005 8,418 39,768 34,673 - 156,259

Total 2006 631,921 334,334 409,296 - 1,675,551
2005 484,483 280,176 346,276 55,417 1,166,352

Consistent with practice, an ex-gratia payment was made to Mr Adams to ensure:
« transitional arrangements were suitable to Qantas; and
« extinguishment of all rights and claims over long-term incentive plans which could otherwise be realised in full if not for the employee's termination.

Directors’ and Officers’ liability insurance has not been included in the above figures since it is not possible to determine an appropriate allocation basis.

Executives are assumed to use their annual leave benefit in any year and any leave not taken at termination will be reflected in their termination benefit,

Performance Related Remuneration fAR & Gther! Total
Cash-Based Equity-Based

Remuneration Components as a PSP & Sen
Proportion of Total Remuneration PCP Mgr LTI2 PRP Total
Geoff Dixon 19% 15% 9% 43% 57% 100%
Peter Gregg 14% 5% 5% 34% 66% 100%
Denis Adams - 13% (6%) 7% 93% 100%
John Borghetti 15% 10% 4% 29% 1% 100%
Kevin Brown 14% 12% 5% 31% 69% 100%
David Cox 16% 12% 6% 34% 66% 100%
Grant Fenn 15% 13% 8% 34% 66% 100%
Alan Joyce 15% 16% 5% 36% 64% 100%

1 Other Remuneration consists of travel entitlements, the annual accruai of end of service payments and other benefits.
2 In the case of Mr Dixon and Mr Gregg, this was the 2002 Executive Director Long-Term Incentive Plan.

The total percentages are derived from the 2006 Remuneration tables on pages 6t to 62. As the Remuneration table is prepared on an accrual basis and the
equity benefit is valued at grant date in accordance with Accounting Standards, the percentages disclosed do not reflect the annual allocation of performance
reiated remuneration. To understand the target annual reward mixes of each of the Executives, refer to the unaudited Executive Remuneration Philosophy and
Objectives on page 54.

In accordance with the Corporations Regulations 2M.3.03 and Schedule 5B the following information is provided:
Performance Remuneration

Cash Plan Incentive Share-Based Payment Affecting Future Periods!

Awarded Forfeited Awarded Forfeited 2007 2008 2009
Geoff Dixon 73% 27% 95% 5% 893,117 128,083 -
Peter Gregg 3% 27% 95% 5% 488,599 139,744 -
Denis Adams nla n/a nia n/a nfa nfa nfa
John Borghetti 73% 27% 95% 5% 899,174 649,441 520,179
Kevin Brown 73% 27% 95% 5% 627,308 496,838 427,742
David Cox 73% 27% 95% 5% 579,864 476,022 419,307
Grant Fenn 73% 27% 95% 5% 631,278 496,838 427,742
Alan Joyce 3% 27% 95% 5% 613,910 493,243 427,742

1 Performance remuneration granted under the Performance Equity Plan for the 2005/06 year provides remuneration in future years, The maximum value has been determined
at grant date and amortised in accordance with the accounting standard. The minimum value of the grant is $nil should perfermance conditions not be satisfied. Performance
remuneratien granted in prior years has been included in the above disclosure. This disclosure includes the 2006 Final Dividend payable on 4 October 2006 (and any related
distributions payable by the Qantas Deferred Share Plan Trustee) but daes not indude future dividends yet to be declared.
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I DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES (AUDITED) cONTINUED

I SUMMARY OF PERFORMANCE CONDITIONS

Link between Remuneration Policy and Qantas’ performance

The graph an the left below shows Qantas’ full-year profit from ordinary activities before income tax and the percentage of target cash incentives that were
paid to Executives over the past six financial years. The graph on the right below shows Qantas’ TSR performance compared to the S&P/ASX 100 Index and the
MSCI World Airline tndex over the past six financial years.
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= Profit before related income tax expense — A-IFRS (LHS) — Qantas — S&P/ASX 100 Index — MSCH World Airline Index

Profit from ordinary activities before income tax - previous GAAP (LHS} Source: Margan Stanley Capital Intemational (MSCl) World Airline Index

— % of target cash incentives paid (RHS} - reproduced with permission.

In line with the Executive Remuneration Philosophy and Objectives, FAR is set with reference to market data and is not related to Qantas’ performance in
a spedific year. The outcomes for the PCP (short-term incentive ptan) are related to Qantas’ financial results. The PSP outcoimes are driven by performance
against the achievement of a Balanced Scorecard relating to Customer, Operational, People and Financial performance {medium-term incentive plan). TSR
(including dividends, changes in the Qantas share price and return of capital i applicable) is used for the PRP (long-term incentive plan).

Relationship Between Cash Incentives and Qantas’ Performance

As indicated in the graph above, cash incentives were paid in four out of the past six financial years, Cash incentives were:
» not paid for 2000/01;

* paid at target for 2001/02;

* not paid for 2002/03;

* paid at 110 per cent of target for 2003/04; and

* at 100 per cent of target for 2004/05 in line with Qantas’ achievement against its financial targets in these years.
For 2005/06 cash incentives were paid, having been approved for payment on 22 August 2006, in part at 73 per cent of “at target” opportunity.

From July 2001 to June 2003 and again for 2005/06, a profit before tax target determined the pool of money available for payment and in 2003/04 and
2004705 the poot of money available was subject to the achievement of a RoTGA target for members of the Executive Team and target of earnings before
depreciation, rentals, interest and tax for other Executives.

Relationship Between Employee Equity and Qantas’ Performance

Alfocations under the 2005/06 PSP are dependent on the corporate performance of Qantas against a Balanced Scorecard. For 2003/04 and 2004/05,
100 per cent of the target level of performance shares were awarded to Executives. For 2005/06, the Board assessed 95 per cent achievement on the
Balanced Scorecard and awarded 95 per cent of the target level of performance shares to Executives.

Reward outcomes under the 2004/05 and 2005/06 PRP are linked to Qantas’ performance because the vesting of these Rights is dependent on Qantas’
performance against the S&P/ASX 100 Index and a basket of international airlines. This Performance Hurdle rewards Qantas’ Executives for Qantas’
TSR growth in comparison to the TSR growth rates of its two peer groups over the three to five-year performance period.
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for the year ended 30 June 2006

SUMMARY OF KEY CONTRACT TERMS

Non-Executive Directors

In addition to FAR and the associated superannuation contributions, all Non-Executive Directors and eligible beneficiaries receive travel entitlements.

The Chairman is entitied to four international trips and 12 domestic trips per calendar year and all other Non-Executive Directors are entitled to two
international trips and six domestic trips each calendar year. These flights are not cumulative and will lapse if they are not used during the calendar year

in which the entitlement relates. Post employment, the Chairman is entitled to two international trips and six domestic trips per year of service and all other
Non-Executive Directors are entitled to one international trip and three domestic trips per year of service.

Executive Directors

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

Contract details

Geoff Dixon

Peter Gregy

Length of existing contract

Ongoing

Ongoing

Fixed Annual Remuneration

$2,160,000 {1 July 2005 - 31 December 2005}
$2,310,000 (from 1 January 2006}

$1,310,000 {1 july 2005 — 31 December 2005)
$1,375,000 {from 1 January 2006}

FAR can be taken as cash or non-cash components such as motor vehicles and superannuation contributions.

End of service payments

Mr Dixon and Qantas announced a new contract
of employment relating to his position of CEO on
8 August 2006.

Mr Dixon's previous employment contract has been
cancelled and the preserved entitlements of 37.2 manths
FAR plus $500,000 under that contract will not be paid.

Mr Gregg and Qantas announced a new contract
of employment relating to his position of CFO on
B August 2006,

Mr Gregg's previous employment contract has been
cancelled and the entitlements of 36 months FAR plus
$395,000 under that contract wiil not be paid.

Payment on signing
new contract

Under the new ongoing contract of employment, Mr Dixon
received a benefit totalling 37,660,000 paid as a
superannuation contribution.

Mr Dixon's new employment contract does not contain any
retirement entitlements other than the notice provisions of
six months by Mr Dixon and 12 months by Qantas.

Under the new ongoing contract of employment, Mr Gregg
has received a cash payment of $4,520,000 on the signing
of his new contract.

Mr Gregg’s new employment contract does not contain any
retirement entitlements other than the notice provisions of
six months by Mr Gregg and 12 months by Qantas.

Termination of employment

Termination without notice; employment can be terminated immediately without notice {or payment in lieu of notice) if, in
the opinion of the CEQ {or the Board in the case of the CEQ), the Executive is or has been engaged in serious misconduct,
becomes bankrupt or makes an arrangement or composition with creditors or wilfully ard persistently breaches their

employment contract.

Termination with notice; employment can be terminated during the contract period with 12 months written notice.

Voluntary termination: voluntary termination requires written notice of six months.

Travel entitlements

Availabie to the Executive and eligible beneficiaries:

Each calendar year throughout contract term and post employment:

« four international trips

« 12 domestic trips

= four international trips

+ 12 domestic trips

Performance Cash Plan

Target of 60% of FAR

Target of 50% of FAR

May be greater than or less than the target amount as determined by the Board to reflect achievement of personal key

performance indicators.

Qantas Annual Report 2006
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IDIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES {AUDITED) cONTINUED

I SUMMARY OF KEY CONTRACT TERMS CONTINUED

Key Management Executives

Contract details lohn Borghetti Kevin Brown David Cox Grant Fenn Alan Joyce

Existing contract end date 31 Dec 2007 Ongoing 30 Nov 2008 31 Oct 2009 30 Oct 2008

Fixed Annual Remuneration
at 30 June 2006 $1,310,000 $800,000 $680,000 $800,000 $720,000

FAR can be taken as cash or nen-cash components such as motor vehicles and superanauation contributions.

End of service payments Expressed as number of manths FAR if completed at teast five years service under a fixed contract.
18 months 12 months 12 months 12 months 12 months
Termination of employment Termination withaut notice: employment can be terminated immediately without notice (or payment in lieu of notice) if, in the

opinion of the CED, the Executive is or has been engaged in serious misconduct, becomes bankrupt or makes an arrangement
or composition with creditors, or wilfully and persistently breaches their employment contract.

Termination with notice: employment can be terminated during the contract period with 12 months written notice or
payment in lieu.

Voluntary termination: voluntary termination requires written notice. The contract notice periods are between three and six
months, however Qantas may choose to make payment in lieu.

Mr Brawn is entitled to six manths FAR (in addition to existing end of service arrangements) if his employment is not
required by an incoming CEO or he is offered a position which is significantly diminished in terms of responsibility.

Included in the 18 months end of service payment for Mr Borghetti is six months FAR that is subject to him remaining in
employment with Qantas until 31 December 2007.

Travel entitlements Key Management Executives and eligible beneficiaries are entitled to between two and four international and six and
12 domestic trips per annum, at no cost to the individual. Post employment the entitlements are two international and six
domestic trips.

Performance Cash Plan For 2005/06 the Board approved an increase to target cash incentive for Mr Borghetti from 30 per cent to 50 per cent of
FAR and for other Key Management Executives from 30 per cent to 40 per cent of FAR. Actual PCP may be greater than or
less than the target amount, as determined by the Remuneration Committee, to reflect achievement of personal key
performance indicators.

IE\IVIRONMENTAL CBLIGATIONS (UNAUDITED)

The Qantas Group's aperations are subject to a range of Commonwealth, State, Tertitory and international envirgnmental legislation. The Qantas Group
is committed to a high standard of environmental performance and the Board places particular focus an the environmental aspects of its operations through
the SESC, which is responsibie for menitoring compliance with these regulations and reporting to the Board.,

The Directors are satisfied that adequate systems are in place for the management of the Qantas Group’s enviranmental exposures and environmental
performance, The Directars are also satisfied that all relevant licences and permits are held and that appropriate monitoring procedures are in place 10 ensure
compliance with those licences and permits. Any significant environmental incidents are reported to the Board.

The Directors are not aware of any breaches of any environmental legislation or of any significant environmental incidants during the financial year which
are material in nature,

I INDEMNITIES AND INSURANCE (UNAUDITED}

Under the Qantas Constitution, Qantas indemnifies, to the extent permitted by law, each Director and Secretary of Qantas against any liability incurred by that
persan as an officer of Qantas.

The Directors listed on pages 36 to 39 and the Secretaries of Qantas, being Brett Johnson and Cassandra Hamlin, have the benefit of the indemnity in the
Qantas Constitution. Members of the Qantas Executive Team listed on page 39 have the benefit of an indemnity to the fullest extent permitted by law and as
approved by the Board of Directors. In respect of non-audit services, KPMG, Qantas’ auditor, has the benefit of an indemnity to the extent KPMG reasonably
relies on information provided by Qantas which is false, misleading or incomplete. No amount has been paid under any of these indemnities during 2005/06 or
to the date of this report.

Qantas has insured against amounts which it may be liable to pay on behalf of Directors and Officers or which it otherwise agrees to pay by way of indemnity.
During the financial year, Qantas paid a premium for Directors’ and Officers’ liability insurance policies, which cover all Directors and Officers of the Qantas Group.

Details of the nature of the liabilities covered, and the amount of the premium paid in respect of, the Directors’ and Officers' insurance policies are not
disclosed, as such disclosure is prohibited under the terms of the contracts,
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Tor the year ended 30 Junhe ZUUb

lNON-AUDIT SERVICES

During the year, KPMG, Qantas’ auditor, has performed certain other services in addition %o its statutory duties,

The Directors are satisfied that:

{a} the non-audit services provided during the 2005/06 financial year by KPMG as the external auditor were compatible with the general standard
of independence for auditors imposed by the Corporations Act; and

{b) any non-audit services provided during the 2005/06 financial year by KPMG as the external auditor did not compromise the auditor independence
requirements of the Corporations Act far the following reasons:

(il KPMG services have not involved partners or staff acting in a managerial or decision making capacity within the Qantas Group or being involved
in the processing or originating of transactions;

(i) KPMG non-audit services have only been provided where Qantas is satisfied that the related function or process will not have a material bearing
on the audit procedures;

(i) KPMG partners and staff involved in the provision of non-audit services have not participated in associated approval or authorisation processes;

{iv) a description of all non-audit services undertaken by KPMG and the reated fees have been reported to the Board to ensure complete transparency
in relation to the services provided; and

(v} the declaration required by section 307C of the Corporations Act cenfirming independence has been received from KPMG.
& copy of the auditor’s independence declaration as required under section 307C of the Corporations Act is included helow.

Details of the amounts paid to the auditor of Qantas, KPMG, for audit and non-audit services provided during the year are set out in Note 5 to the
Financial Statements.

hcoigc:

I LEAD AUDITOR’S INDEPENDENCE DECLARATION UNDER SECTION 307C OF THE CORPORATIONS ACT 2001

To: the Directors of Qantas Airways Limited

| declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended 30 June 2006, there have been:
= no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in relation to the audit; and

+ no contraventions of any applicable code of professional conduct in relation to the audit.

N

KPMG Mark Epper

Sydney, 28 August 2006

IROUNDING

Qantas is a company of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that Class Order, amounts in this Financial
Report and Directors’ Report have been rounded to the nearest one hundred thousand dollars untess otherwise indicated.

Signed pursuant to a Resolution of the Directors:

(e -

Margaret Jackson Geoff Dixon
Chairman Chief Executive Officer

Sydney, 28 August 2006
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Qantas Group Qantas
2006 2005 2006 2005
ﬂ SALES AND OTHER INCOME Notes ™ M M M
Net passenger revenue 10,.504.0 9,571.6 8,982.7 8,320.2
Net freight revenue 887.8 759.9 887.2 759.4
Tours and travel revenue 719.4 707.8 - -
Contract work revenue 469.0 484.9 359.4 367.0
Other 1,066.5 1,039.7 1,085.3 970.6
Sales and other income 2 13,646.7 12,563.9 11,314.6 10,417.2
U EXPENDITURE
Manpower and staff related 3.321.7 3,163.5 2,681.1 2,560.5
Selting and marketing 469.6 501.6 457.4 480.7
Aircraft operating — variable 2,525.3 2,370.6 2,229.0 21286
Fuel 2,802.3 1,931.7 2.434.8 1,691.3
Praperty 320.1 302.0 271.3 259.3
Computer and communication 487.5 502.8 420.7 409.7
Tours and travel 591.2 563.7 - -
Capacity hire 369.6 341.0 341.8 346.6
Other 467.0 380.6 3774 325.2
Depreciation and amortisation 1,249.8 1,241.3 1,110.0 1,117.2
Non-cancellable operating lease rentals 355.7 266.8 345.0 252.2
Share of net profit of associates and jointly controlted entities 28 (38.9) {15.7) - -
Expenditure 12,920.9 11,549.9 10,674.5 9,571.3
Profit before related income tax expense and net finance costs 725.8 1,014.0 6401 845.9
Finance income 2 163.3 117.0 146.6 101.4
Finance costs 3 (217.9) (216.7) (227.6) (221.5)
Net finance costs (54.6) (99.7) {81.0) {120.1)
Profit before related income tax expense 671.2 914.3 55%.1 725.8
Income tax expense 4 {191.2) (225.0) {167.1) (201.9)
Profit for the year 480.0 689.3 392.0 523.9
Attributable to:
Members of Qantas 479.5 688.5 392.0 523.9
Minority interest 0.5 0.8 - -
Profit for the year 480.0 689.3 392.0 5239
Earnings per share attributable to members of Qantas:
Basic earnings per share {cents} 32 249 36.8
Diluted earnings per share {cents) 32 24.8 36.7
Dividend per share (cents) 30 e 19.0
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Qantas Greup Qantas
2006 2005 2006 2005
[] CURRENT ASSETS Notes M M M $M
Cash and cash equivalents 6 2,902.0 1,903.8 2,979.1 2,045.7
Receivables 7 1,228.7 1,130.3 1,261.2 1,135.5
Other financial assets 476.7 - 473.5 -
Net receivables under hedge/swap contracts - 185.1 - 184.8
Inventories 8 3348 333.0 297.3 2955
Assets classified as held for sale 9 24.2 - 14.7 -
Other 10 86.4 1525 69.1 160.7
Total current assets 5,052.8 3,704.7 5.094.9 3,822.2
]] NON-CURRENT ASSETS
Receivables 7 2316 2817 768.8 952.7
Other financial assets 766.8 - 766.8 -
Net receivables under hedge/swap contracts - 853.7 - 8316
Investments accounted for using the equity method 28 3729 356.0 - -
Other investments 1" 53.7 99.9 555.9 7466
Property, plant ard equipment 12 12,375.0 12,684.5 11,087.5 11,299.6
Intangible assets 13 311.7 3188 199.7 207.3
Deferred tax assets 14 2.9 0.2 - -
Other 10 9.9 B4.8 8.2 64.3
Tetal non-current assets 14,1305 14,685.7 13,386.9 14,1021
Total assets 19,183.3 18,390.4 18,481.8 17,924.3
l] CURRENT LIABILITIES
Payables 15 1,988.0 1,902.0 1,748.6 1,722.3
Interest-bearing liabilities 16 440.8 315.0 455.3 315.1
QOther financial liabilities 139.2 - 158.5 -
Net payables under hedge/swap contracts - 142.8 - 164.8
Provisions 17 469.0 428.8 410.0 373.0
Current tax liahilities 724 93.2 70.9 1.1
Revenue received in advance 2,282.8 2,106.0 2,107.5 1,968.3
Deferred lease benefits/income 375 43.9 336 383
Total current liabilities 5,429.7 5,031.7 4,984.4 4,672.9
l] NON-CURRENT LIABILITIES
Interest-bearing liabilities 16 5.334.8 5,599.7 5,818.8 6,196.4
Other financial liabilities 352.2 - 352.2 -
Net payables under hedge/swap contracts - 450.0 - 450.0
Provisions 17 477.0 4433 439.9 10
Deferred tax liabilities 14 701.2 518.2 705.5 4972
Revenue received in advance 708.5 676.6 708.5 676.6
Deferred lease benefitsfincome 93.8 141.0 86.0 1243
Total non-current liabilities 7.672.5 7,828.8 8,110.9 8,354.6
Total liabilities 13,102.2 12,860.5 13,095.3 13,027.5
Net assets 6,081.1 5,529.9 5,386.5 4,896,8
ﬂ EQUITY
issued capital 18 4,382.2 4,181.5 4,382.2 41815
Treasury shares {23.8) (17.8) - -
Reserves 19 329.3 14.6 3385 3.2
Retained earnings 1,388.5 1,347.4 665.8 721
Equity attributable to members of Qantas 6,076.2 5.525.7 5,386.5 4,896.8
Minarity interest 4.9 4.2 - -
Total equity 6,081.1 5,529.9 5.386.5 4,896.8
Qantas Annual Report 2006
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Qantas Group Qantas
2006 2005 2006 2005
I]EASH FLOWS FROM OPERATING ACTIVITIES Nates ™ M M M
Cash receipts in the course of operations 14,396.1 13,2299 11,554.7 11,0780
Cash payments in the course of operations (12,086.8) (10,878.3) (9.699.2) {9.073.0)
Interest received 165.3 116.9 148.2 101.2
Interest paid (322.9) (291.8} {332.4) (195.3)
Dividends received 37.0 28.1 19.7 12.8
income taxes paid {162.7) (102.9) (110.1) (60.8}
Net cash from operating activities 34 2,026.0 2,101.9 1,580.9 1,862.9
l] CASH FLOWS FROM INVESTING ACTIVITIES
Payments for property, plant and equipment’ {1,527.1) {1,806.3) (1,132.9) {1,338.2)
Proceeds from sale of property, plant and equipment 47.4 71.4 40.8 66.9
Proceeds from financing of nen-current assets? 627.8 257.9 627.8 2579
Payments for investments, net of cash acquired (37.3) (44.6) {37.2) {29.4)
(Advances)/repayments of investment loans (0.4} 1.9 - -
Net cash used in investing activities (889.6) {1,519.7) {501.5) (1,042.8)
l] CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings (563.3) {1,118.3} {563.6) (1,208.8)
Proceeds from borrowings/swaps 632.2 1,248.3 624.4 1,322.2
Receipts for aircraft security deposits 5.0 13 5.0 09
Dividends paid? (212.1) {175.0} (211.8) (172.8)
Net cash used in financing activities (138.2) (43.7) (146,0) {58.5)
Net increase in cash and cash aquivalents held 998.2 538.5 933.4 761.6
Cash and cash equivalents held at the beginning of the year 1.903.8 1,365.3 2,045.7 1.284.1
Cash and cash equivalents at the end of the year [} 2,902.0 1,903.8 2,979.1 2,045.7

i As a consequence of the assignment of purchase rights prior 10 aircraft delivery,

by aircraft lessors.

2 Included in the proceeds from finarcing of non-current assets was $412.2 miliion (2005: $18.8 million) in relation to 19
sold prior ta delivery of the aircraft to a lessor and teased back via operating lease.

contractual payments to manufacturers of $631.1 million (2005: $37.0 million) were settled

(2005: ane} aircraft. The rights to these aircraft were

3 During the year, 55,333,681 (2005: 52,474,143) shares were issued under the DRP Dividends settled in shares rather than cash during the year totafled $189.9 milfion (2005:

$178.4 million).
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H 1. Statement of Significant Accounting Policies

Qantas Airways Limited {Qantas) is a company limited by shares
incorporated in Australia whaose shares are publicly traded on the ASX and
which is subject to the operation of the Qantas Sale Act.

The consolidated Financial Report of Qantas for the year ended 30 June
2006 comprises Qantas and its controlled entities (together referred to as
the Gantas Group) and the Qantas Group's interest in associates and jaintly
controlled entities.

The Financial Report of Qantas for the year ended 30 June 2006 was
authorised for issue in accordance with a resolution of the Directors on
28 August 2006.

{A) STATEMENT OF COMPLIANCE

The Financial Report is a general purpose financial report which has been
prepared in accordance with Australian Accounting Standards (AASB)
adopted by the Australian Accounting Standards Board and the
Corporations Act. International Financial Reporting Standards {IFRS) form
the basis of AASBs adopted by the Australian Accounting Standards Beard
and for the purpose of this report are called Australian equivalents to IFRS
(A-IFRS) to distinguish from previous Australian GAAP {previous GAAP}. The
Financial Reparts and Notes of the Qantas Group alse comply with IFRSs
and interpretations adopted by the International Accounting Standards
Board. The Qantas Financial Report and Notes do not comply with IFRSs, as
Qantas has elected to apply the relief provided to Parent entities by AASB
132 Financial Instruments: Presentation and Disclosure in respect of certain
disclosure requirements.

This is Qantas’ first Financial Report prepared in accordance with A-IFRS
and AASB 1 First-time Adoption of A-IFRS has been applied. An explanation
of how the transition to A-IFRS has affected the reported Income
Statements, Balance Sheets, Statements of Changes in Equity and Cash
Flow Statements of the Qantas Group and Qantas is provided in Note 36.

I(B) BASIS OF PREPARATION

The Financial Report is presented in Australian dollars and has been
prepared on the basis of historical costs except in accordance with relevant
accounting policies where assets and liabilities are stated at their fair
values. Assets classified as held for sale are stated at the lower of carrying
amount and fair value less costs to sell.

Qantas is a company of the kind referred to in Australian Securities
Investment Commission (ASIC) Class Order 98/100 dated 10 July 1998
(updated by CO 05/641 effective 28 July 2005 and CO 06/51 effective

31 January 2006) and in accordance with the Class Order, amounts in the
Financial Report have been rounded to the nearest hundred thousand
dollars, unless otherwise stated.

The accounting policies set out below have been applied consistently to all
periods presented in the consolidated Financial Report and in preparing an
opening A-IFRS Balance Sheet at 1 july 2004 for the purposes of the
transition 1o A-IFRS, except where stated.

Qantas has elected to early adopt the following accounting standards
and amendments:

* AASE 119 Employee Benefits (December 2004);

» AASB 2004-1 Amendments ta Australian Accounting Standards (December
2004} amending AASB 1 First-time Adoption of Australian Equivalents to
International Financial Reporting Standards {July 2004), AASB 116 Property,
Plant and Equipment and AASB 138 Intangible Assets;

« AASB 2004-2 Amendments to Australian Accounting Standards {December
2004} amending AASE 1 First-time Adeption of Australian Equivalents to
International Financial Reporting Standards {July 2004}, AASB 121 The
Effects of Changes in Foreign Exchange Rates, AASB 131 Interests in Joint
Ventures, AASB 134 Interim Financial Reporting, AASB 139 Financial
Instruments: Recognition and Measurement and AASE 141 Agricutture;

* AASB 2004-3 Amendments to Australian Accounting Standards (December
2004) amending AASB 1 First-time Adoption of Australian Equivalents to
interaational Financial Reporting Standards (July 2004}, AASB 101
Presentation of Financial Statements and AASB 124 Related Party Disclosures;

* AASB 2005-1 Amendments to Austratian Accounting Standards (May 2005)
amending AASB 139 Financial Instruments: Recognition and Measurement;

* AASB 2005-2 Amendments to Australian Accounting Standards {June 2005)
amending AASE 1023 General tnsurance Contracts;

AASE 2005-3 Amendments to Australian Accounting Standards {lune 2005)
amending AASB 119 Employee Benefits (December 2004);

AASB 2005-4 Amendments to Australian Accounting Standards (June 2005)
amending AASB 1 First-time Adeption of Australian Equivalents to
International Financial Reporting Standards (July 2004), AASB 132 Financial
Instruments: Disclosure and Presentation, AASB 138 Financial Instruments:
Recognition and Measurement, AASB 1023 General Insurance Contracts and
AASB 1038 Life Insurance Contracts;

AASB 2005-5 Amendments to Australian Accounting Standards (June 2005)
amending AASB 1 First-time Adoption of Australian Equivalents to
International Financial Reporting Standards (July 2004) and AASB 139
Financial Instruments: Recognition and Measurement;

AASS 2005-6 Amendments to Australian Accounting Standards (June 2005}
amending AASB 3 Business Combinations;

AASB 2005-7 Amendments ta Australian Accounting Standards {fune 2005)
amending AASB 134 Interim Financial Reparting;

AASB 2005-8 Amendments to Australian Accounting Standards (June 2005)
amending AASB 1 First-time Adeption of Australian Equivalents to
International Financial Reporting Standards (July 2004);

AASB 2005-11 Amendments to Australian Accounting Standards (September
2005) amending AASB 101 Presentation of Financial Statemenits, AASE 112
Income Taxes, AASB 132 Financial instruments: Disclosure and Presentation,
AASB 133 Earnings per Share, AASE 139 Financial Instruments: Recognition
and Measurement and AASB 141 Agriculture;

AASB 2006-1 Amendments to Australian Accounting Standards (January
2006) amending AASB 121 The Effects of Changes in Foreign Exchange Rates;

UIG 4 Determining whether an Arrangement Contains a Lease;

UIG 8 Scope of AASB 2 Share-Based Payment; and

UIG 9 Reassessment of Embedded Derivatives.

The following standards and amendments were available for early adoption
but have not been applied by the Qantas Group in these Financial Statements:

» AASB 7 Financial Instruments; Disclosures (August 2005) replacing the
presentation requirements of financial instruments in AASB 132, AASE 7
is applicable for annual reporting periads beginning on or after
1 January 2007;

Gantas Annual Report 2006




H 1. Statement of Significant Accounting Policies contined

* AASB 2005-9 Amendments to Australian Accounting Standards
{September 2005) amending AASB 4 Insurance Contracts, AASB 1023
General Insurance Contracts, AASB 132 Financial Instruments: Disclosure
and Presentation and AASE 139 Financial Instruments: Recognition and
Measurement; and

* AASB 2005-10 Amendments to Australian Accounting Standards
(September 2005) making consequential amendments to AASB 132
Financial Instruments: Disclosures and Presentation, AASB 101
Presentation of Financial Statements, AASB 114 Segment Reporting,
AASB 117 Leases, AASB 133 Earnings per Share, AASB 139 Financial
Instruments; Recognitien and Measurement, AASB 1 First-time Adoption
of Australian Equivalents to International Financial Reporting Standards,
AASB 4 Insurance Contracts, AASB 1023 General Insurance Contracts
and AASB 1038 Life Insurance Contracts, arising from the release of
AASB 7. AASB 2005-10 is applicable for annual reporting periods
beginning on or after 1 January 2607,

The Qantas Group plans to adopt AASB 7, AASB 2005-9 and AASE 2005-10
in the 2007 financial year.

The initial application of AASE 7 and AASB 2005-10 is not expected to have
an impact on the financial results of Qantas or the Qantas Group, as the
standard and the amendment are concerned only with disclosures.

The initial application of AASB 2005-9 could have an impact on the
financial results of Qantas and the Qantas Group, as the amendment could
result in liabilities being recognised for financial guarantee contracts that
have been provided by Qantas or the Qantas Group. However, the
quantification of the impact is not known or reasonably estimable in the
current financiat year, as an exercise to quantify the financial impact has
not been undertaken by Qantas or the Qantas Group to date.

The impact of the transitian from previous GAAP to A-IFRS is explained in
Note 36. Where refevant, the accounting poficies applied to the comparative
period have been disclosed if they differ from the current period policy. The
accounting policies have been applied consistently by each entity within the
Qantas Group for the purposes of this Financial Report.

ILC) CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of a Financial Report conforming with AASE requires
fmanagement to make judgements, estimates and assumptions that affect
the application of policies and reported amounts of assets, fiahilities,
inceme and expenses. The estimates and associated assumptions are based
an historical experience and various other factars that are believed to be
feasgnable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilities that
are not readily apparent from other sources. Actual resylts may differ from
these estimates,

The estimates and underlying assumptions are reviewed on an ongoing
basis, Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in
the period of the revision and future periods if the revision affects both
current and future periods. ludgements made by management in the
application of AASB that have a significant effect on the Financial Report
and estimates with a significant risk of material adjustment in the next year
are highlighted in the specific accounting policies detailed below.
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I (D) PRINCIPLES OF CONSOLIDATION

Controlied entities

Controlled entities are entities controlled by Qantas. Control exists when
Qantas has the power, directly or indirectly, to govern the financial and
operating policies of an entity 5o as to obtain benefits fram its activities. In
assessing control, potential voting rights that presently are exercisable o
convertible are taken into account. The Financial Statements of controlled
entities are included in the consolidated Financial Statements from the date
that conirol commences until the date that control ceases.

Investments in controlied entities are carried at their cost of acquisition in
the Financial Statements of Qantas.

Intra-group balances and any unrealised gains and fosses or income and
expenses arising from intra-group transactions are eliminated in preparing
the consolidated Financial Statements.

Minority interest in the results of controlled entities are shown as a
separate item in the Qantas Group Financial Statements.

Associates

Associates are those entities in which the Qantas Group has significant
influence, but not control, aver the financial and aperating policies, The
consalidated Financial Statements includes the Qantas Group’s share of the
total recognised gains and losses of associates on an equity accounted
basis, fram the date that significant influence commences until the date
that significant influence ceases. When the Qantas Group’s share of losses
exceeds its interest in an associate, the Qantas Group's carrying amount is
reduced to nil and recognition of further losses is discontinued except to
the extent that the Qantas Group has incurred legal or constructive
obligations or made payments on behalf of an associate.

In the Financial Statements of Qantas, investments in associates are carried
at cost less any charge for impairment.

Jointly Controlled Entities

Jaintly controlled entities are thase entities over whose activities the
Qantas Group has joint control, established by contractual agreement.

In the consolidated Financial Statements, investments in jeintly controlled
entities, including partnerships, are accounted for using equity accounting
principtes and are carried at the lower of the equity accounted amount and
the recoverable amount.

The Qantas Group's share of the jointly contralled entity’s net profit or loss
is recognised in the consolidated Income Statement from the date joint
control commenced until the date joint control ceases. Other movements in
reserves are recognised directly in equity.

tn the Financial Statements of Gantas, investments in jointly contratled
entities are carried at cost less any charge for impairment.

Deferred Share Plan

Qantas purchases Qantas shares on market on behalf of the Deferred Share
Trust for the provision of equity benefits to employees, In the Qantas Group,
the shares are recorded as Treasury Shares and the provision of equity
benefits to employees expensed in Qantas and the Qantas Group’s Financial
Statements under accounting policy Note 1{V).
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I (E) FOREIGN CURRENCY TRANSACTIONS

Transactions

Foreign currency transactions are translated to Australian currency at the
rates of exchange prevailing at the date of each transaction. At balance
date, amounts receivable and payable in fereign currencies are transiated at
the rates of exchange prevafling at that date. Resulting exchange differences
are brought to account as exchange gains or losses in the Income Statement
in the year in which the exchange rates change. Non-moenetary assets and
fiabilities that are measured in terms of historical cost in a foreign currency
are translated using the exchange rate at the date of the transaction. Non-
monetary assets and liabilities denominated in foreign currencies that are
stated at fair value are transiated to Australian dollars at foreign exchange
rates prevailing at the dates the fair value was determined,

Translation of Foreign Operations

Assets and liabilities of foreign operations are translated at the rates of
exchange prevailing at balance date. The Income Statements of foreign
controlled entities are translated to Australian dollars at rates
approximating the foreign exchange rates prevailing at the dates of the
transactions. Exchange differences arising on translation are recorded in the
foreign currency transiation reserve. The balance of the foreign currency
transtation reserve relating to a foreign controlled entity that is disposed of,
or partially disposed of, is recognised in the Inceme Statement in the year
of disposal.

I (F) DERIVATIVE FINANCIAL INSTRUMENTS

Current Period Policy

Qantas is subject to foreign currency, interest rate, fuel price and credit
risks. Derivative financial instruments are used to hedge these risks. It is
Qantas policy not to enter inta, issue or hold derivative financial
instruments for speculative trading purposes.

Derivative finandial instruments are recognised at fair value beth initially
and oh an ongoing basis. The method of recognising gains and losses
resulting from movements in market prices depends on whether the
derivative is a designated hedging instrument, and if so, the nature of the
item being hedged. The Qantas Group designates certain derivatives as
either hedges of the fair value of recognised assets or liabilities or a firm
commitment {fair value hedges); or hedges of highly probable forecast
transactions (cash flow hedges). Gains and losses on derivative financial
instruments qualifying for hedge accounting are recognised in the same
Income Statement ¢ategory as the underlying hedged instrument. Changes
in underlying market cenditions or hedging strategies could result in
recegniticn in the Income Statement of changes in fair value of derivative
firancial instruments designated as hedges.

Qantas documents at the inception of the transaction the relatienship
hetween hedging instruments and hedged items, as well as its risk
management chjective and strategy for undertaking each transaction.
Qantas also documents its assessment, poth at hedge inception and on an
ongoing basis, of whether the hedging instruments that are used in hedge
transactions have been and will continue to be highly effective.

Fair Value Hedges

Cash Flow Hedges

The effective portion of changes in the fair value of derivative financial
instruments that are designated and qualify as cash flow hedges are
recognised in equity in the hedge reserve, Amounts accumulated in the
hedge reserve are recognised in the Inceme Statement in the periods when
the hedged item will affect profit or loss {ie when the undelying income or
expense is recognised). Where the hedged item is of a capital nature,
amounts accumulated in the hedge reserve are transferred frem equity and
included in the measurement of the initial cost or carrying amount of the
asset or liability.

When a hedging instrument expires or is sold, terminated or exercised, or
Qantas revokes designation of the hedge relationship but the hedged
forecast transaction is still expected to occur, the cumulative gain or loss at
that peint remains in equity and is recognised in accordance with the above
policy when the transaction occurs. If the underlying hedged transaction is
no lenger expected to take place, the cumulative unrealised gain or loss
recogrised in equity with respect to the hedging instrument is recognised
immediately in the Income Statement.

Derivatives that do not Qualify for Hedge Accounting

Frem time to time, certain derivative financial instruments do not qualify for
hedge accounting. Changes in the fair value of any derivative instrument, or
part of a derivative instrument, that does not qualify far hedge accounting
are recognised immediately in the Income Statement in Other expenses
($44.1 million net loss in the year to 30 June 2006).

Fair Value Calculations

The fair value of financial instruments traded in active markets is based on
quoted market prices at the balance date. The fair value of financial
instruments that are not traded in an active market are estimated using
valuation technigues consistent with accepted market practice. The Qantas
Group uses a variety of methods and input assumptions that are based on
market conditions existing at balance date. The fair value of derivative financial
instruments includes the present value of estimated future cash flows.

Comparative Period Policy

Changes in the fair vatue of derivative financial instruments that are
designated and qualify as fair value hedges are recarded in the Income
Statement, together with any changes in the fair value of the hedged asset
or liability that are attributable to the hedged risk.

Qantas has taken the exemption available under AASB 1 to apply AASB 132
and AASB 139 fram 1 July 2005. Qantas has applied previous GAAP for
comparative information on financial instruments within the scope of AASB
132 and AASB 139. Principal amounts ocutstanding under individual cross-
currency swaps are disclosed as a net asset or fiability. Interest payments
and receipts under cross-currency swaps are recognised on an accruals
basis in the Balance Sheet. Premiums paid on interest rate options are
included in Other assets on the Balance Sheet and are amortised over the
period of the hedge.

Gains and losses on derivatives used as hedges are accounted for on the
same hasis as the underlying exposures to which they relate. Accordingty,
hedge gains and losses are included in the Income Statement when the
gains and lesses arising on the related hedged position are recognised in
the Income Statement.

When the anticipated transaction is no longer expected to occur as
designated, the deferred gains and losses relating to the hedged
transaction are recognised immediately in the Income Statement.

Net deferred gains/losses associated with hedges of foreign currency

revenue relating to future transportation services are included in the '
Balance Sheet as payables/receivables. Thase gains/losses will be included

in the measurement of the relevant future foreign currency revenue at the

time the transportation services are provided.
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” 1. Statement of Significant Accounting Policies continued

Where a hedge transaction is terminated early and the anticipated
transaction is still expected to occur as designated, the deferred gains and
losses that arose on the hedge prior 1o its termination continue to be
deferred and are included in the measurement of the purchase, sale or
interest transaction when it occurs. When a hedge transaction is terminated
early because the anticipated transaction is no longer expected to occur as
designated, deferred gains and tosses that arose on the hedge prior to its
termination are included in the Income Statement for the year.

IE) REVENUE RECOGNITION

Passenger, Freight and Tours and Travel Sales Revenye

Passenger, freight and tours and travel sales revenue is included in the
Income Statement at the fair value of the consideration received net of
sales discount, passenger and freight interline/|ATA commission and goods
and services tax (GST). Passenger recoveries {including fuel surcharge on
passenger tickets) are disclosed as part of Net passenger revenue. Freight
fuel surcharge is disclosed as part of Net freight revenue. Tours and travel
sales commissions paid by Qantas are included in expenditure. Passenger,
freight and tours and travel sales are credited to revenue received in
advance and subsequently transferred to revenue when passengers or
freight are uplifted or when tours and travel air tickets and land content are
utilised. Unused tickets are recognised as revenue using estimates
regarding the timing of recognition based an the terms and conditions of
the ticket and historical trends. Changes in these estimation methods could
have a material impact on the financial statements of Qantas. Refer also to
the Frequent Flyer accounting policy in Note 1(U).

Contract Work Revenue

Contract work revenue is recognised in prapertion to the stage of
cempletion of the contract when the stage of contract completion can
be relfably measured and otherwise on completion of the contract.

Catering Revenue

Revenue from the sale of catering products is recognised when ownership
of the goods passes to the customer and is disclosed as part of contract
waork revenue.

Liquidated Damages

Incaime resulting from claims for liquidated damages is recognised when a
contractual entitlement exists, it can be reliably measured, {including the
impact of the receipt, if any, of the underlying assets’ carrying value) and
receipt is virtually certain,

Cther Revenue

Other revenue includes revenue from aircraft charter and leases, property
income, Qantas Club membership fees, frequent flyer revenue relating to
other carriers, freight terminal and service fees, commission revenue, age
availed surplus revenue, unavailed revenue and other miscellaneous income.

Finance income

Interest revenue is recognised as it accrues, taking into account the
effective yield on the financial asset.
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Asset Sales

The gain or loss on the disposal of assets is recognised at the date the
significant risks and rewards of ownership of the asset passes 1o the buyer,
usually when the purchaser takes delivery of the asset. The gain or loss on
disposal is calculated as the differance between the carrying amount of the
asset at the time of disposal and the net proceeds on disposal.

Aircraft Financing Fees

Fees relating to linked transactions involving the lega) form of 3 lease are
recogrised as revenue only when there ara no significant ohligations to
perform or refrain from significant activities, management determine there
are no significant limitations on use of the underlying asset and the
possibility of reimbursement is considered remote. Where these criteria are
not met, fees are brought to account as revenue or expenditure over the
period of the respective lease or on a basis which is representative of the
pattern of benefiis derived from the leasing transactions, with the
unamoritised batance being held as a deferred lease benefit.

Dividend Revenue

Dividenddistribution revenue from controlled entities are recognised as
revenue by Qantas when dividends are declared by the controlled entities,
Dividends/distributions fram associates, jointly controlled entities and other
investments are recognised when dividends are received.

Dividend/distribution reverue is recognised net of any franking credits or
withholding tax.

ﬂ (H) GOODS AND SERVICES TAX

Revenues, expenses and assets are recognised net of G5T, except where the
amount of GST incurred is not recoverable from the taxation authority, In
these circumstances, the GST is recognised as part of the cost of acquisition
of the asset or as part of the expense. Receivables and payables are stated
with the amount of GST included.

The net amount of GST recoverahle from, or payable to, the taxation
authority is included as a current asset or liability in the Balance Sheet,

Cash flows are included in the Cash Flow Statement on a gross basis. The
GST companents of cash flows arising from investing and financing
activities which are recoverable from, or payabte to, the taxation authority
are classified as operating cash flows,

Eﬂ) MAINTENANCE AND OVERHAUL COSTS

Accounting for the cost of providing majer airframe and certain engine
maintenance checks for owned aircraft is described in the accounting policy
for Property, Plant and Equipment and Depreciation. With respect to the
operating lease agreements, where the Qantas Group is required to return
the aircraft in certain maintenance condition, provision is made during the
lease term. This provision is based on the expected future cost of meeting
the return condition having regard to the current fleat plan and long-term
maintenance schedules.

All other maintenance costs are expensed as incurred, except engine
overhaul costs covered by third-party maintenance agreements, which are
accrued on the basis of hours flown as there is a legal obligation to the third
party maintenance provider. Modifications that erhance the operating
performance or extend the useful lives of airframes or engines are capitalised
and depreciated over the remaining estimated useful life of the asset.
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ﬂ {(J} INCOME TAX

Income tax on the income Statement for the periods presented comprises
current and deferred tax. Income tax is recognised in the income Statement
except to the extent that it relates to items recognised directly in equity, in
which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using
1ax rates enacted or substantially enacted at balance date and any adjustment
to tax payable with respect to previous years,

Deferred tax is provided using the Balance Sheet liability method, providing
for temporary differences between the carrying amounts of assets and
tiahilities for financial reporting purposes and the amounts used for

taxation purposes. The following temporary differences are not provided for:

the initial recognition of assets or Habilities that affect neither accounting
nor taxable profit, and differences relating to investments in subsidiaries to
the extent that they will probably not reverse in the foreseeable future. The
amount of deferred tax provided is based on the expected manner of
realisation or settlement of the carrying amount of assets and liabilities,
using tax rates enacted or substantively enacted at balance date.

A deferred tax asset is recognised only to the extent that it is probable that
future taxable profits wifl be available against which the asset can be
utilised. Deferred tax assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Qantas provides for income tax in both Australia and overseas jurisdictions
where a liability exists.

[I (K) TAX CONSOLIDATION

Qantas is the head entity in the tax consolidated group comprising Qantas
and all of its Australian wholly-owned entities and partnerships.! The
implementation date of the 1ax consolidations system for the tax
consolidated group was 1 July 2003.

The current and deferred tax amounts {for the tax consolidated group are
alfocated among the entities in the group using a group allocation method.
Deferred tax assets and deferred tax liabilities are measured by reference to
the carrying amounts of the assets and liabilities in the Balance Sheet of
Qantas and their tax vatues applying under tax consolidation.

Any current tax liabilities/assets and deferred tax assets arising from
unused tax losses assumed by the head entity from the controlled entities
in the tax consolidated group are recognised as amounts payable/
{receivable) to/{from} other entities in the tax consolidated group in
conjunction with any tax funding arrangement amounts (refer below).

Qantas recognises deferred tax assets arising from unused tax lesses of the
tax consolidated group to the extent that it is probable that future taxable
profits of the tax consolidated group will be available against which the
asset can be utilised.

Any subsequent period adjustments to deferred tax assets arising from
unused tax Josses assumed from controlled entities within the tax
consolidated group are recognised by the head entity only.

The members of the tax consolidated group have entered into a tax funding
arrangement, which sets out the funding obligations of members of the tax
consolidated group with respect to tax amounts.

1 The tax-consolidated group alsc includes the partnership between Gantas
and AAL Aviation Limited and between Qantas Flight Cataring Limited and
AAL Aviation Limited.

The tax funding arrangements require payments to/(from) the head entity
equal to the current tax liability/asset assumed by the head entity and any
tax loss deferred tax asset assumed by the head entity. The members of the
tax consolidated group have also entered into a valid tax sharing
agreement under the tax consolidation legistation which sets out the
allocation of income tax liabilities between the entities should the head
entity default on its tax payment obligations and the treatment of entities
leaving the tax consolidated group. In the opinion of the Directors, the tax
sharing agreement limits, subject to any ASIC Class Qrder, the joint and
several income tax related liability of the wholly-owned entities of the tax
consolidated group in the case of default by Qantas.

I (L} RECEWABLES

Current receivables are recognised and carried at original invoice amount
less impairment losses. Bad debts are written off as incurred. Non-current
receivables are carried at the present value of future net cash inflows
expected ta be received.

(M) CONTRACT WORK IN PROGRESS

Contract work in progress is stated at cost plus profit recognised to date,
in accordance with accounting policy Note 1(G), less a provision for
foreseeable losses and less progress billings. Cost includes all expenditure
related directly to specific projects and an altocation of fixed and variable
overheads incurred in the Qantas Group’s contract activities based on
normal operating capacity.

¥
{N) INVENTORIES

Engineering expendables, consumable stores and work in progress are
valued at weighted average cost, less any applicable allowance for
obsalescence. Inventories held for sale are valued at the lower of cost and
net realisable value, calculated as estimated selling price net of estimated
selling costs.

ﬂ (O) IMPAIRMENT

The carrying amounts of assets (other than inventories and deferred tax
assets) are reviewed at each bafance date to determine whether there is
any indication of impairment. If any such conditions exists, the assets’s
recoverahte amount is estimated. The recoverable amount of other assets
is the greater of their fair value less costs to sell, and value in use. Assets,
which primarily generate cash flows as a group, such as aircraft, are
assessed on a cash generating unit basis inclusive of related infrastructure
and intangible assets and compared to net cash flows for the unit.
Estimated net cash flows used in determining recoverable amounts have
been discounted to their net present value, using a rate that reflects current
market assessments of the time value of money and management's
assessment of the risks specific to the assets of the cash generating unit.

When a decline in the fair value of an available-for-sale financial asset has
been recognised directly in equity and there is objective evidence that the
asset is impaired, the cumulative loss that had been recognised directly in
equity is recognised in profit or loss. The amount of the cumulative loss that
is recognised in profit or loss is the difference between the acquisition cost
and current fair value, less any impairment loss on that financial asset
previously recognised in profit or loss.
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H 1. Statement of Significant Accounting Policies contnued

An appropriate impairment charge is made if the carrying amount of a non-
current asset exceeds its recoverable amouat. The impairment is expensed
in the financial year in which it eccurs. An impairment loss is reversed if
there has been a change in the estimates used to deterrine the recoverahle
amount. An impairment loss with respect to goodwill is not reversed.

l (P} INVESTMENTS

Current Accounting Policy

The investment in Air New Zealand Limited (Air New Zealand) is classified

as being available-for-sale and is stated at fair value, with any resultant
gain or loss recognised directly in equity, except for impairment losses.

if this investment is derecagnised in the future, the cumulative gain or loss
previously recognised directly in equity would be transferred to prefit or loss.

Comparative Period Policy

All investments are recorded at the lower of cost and recoverable amount.

I (Q) PROPERTY, PLANT AND EQUIPMENT

Owned Assets

ltems of property, plant and equipment are stated at cost or deemed cost
less accumulated depreciation and impairment losses, Items of property,
pfant and equipment are initially recorded at cost, being the fair value of
the consideration provided plus incidental costs directly attributable to the
acquisition, The cost of acquired assets includes: the initial estimate at the
time of installation and during the period of use, when relevant, of the
costs of dismantling and removing the items and restoring the site on
which they are located, and changes in the measurement of existing
liabilities recognised for these costs resulting from changes in the timing
or outflow of resources required to settle the obligation or from changes in
the discount rate. Certain items of property, plant and equipment that had
been revalued to fair value on or prior to 1 July 2004, the date of transition
to A-IFRS, are measured on the basis of deemed cost, being the revalued
amount at the date of that revaluation.

An element of the cost of an acquired aircraft is attributed on acquisition to
its service potential reflecting the maintenance condition of its eéngines and
airframe. This cost is depreciated over the shorter of the period to the next
major inspection event (usually between 8 and 12 years) or the remaining
life of the aircraft. The estimated standard cost of subsequent major
airframe and engine maintenance checks is capitalised and depreciated
over the shorter of the scheduled usage period to the next major inspection
event of the remaining life of the aircraft. Manpawer costs in relation to
employees that are dedicated to major modifications to aircraft are
capitalised as part of the cost of the medification 1o which they relate.
Borrowing costs associated with the acquisition of qualilying assets such as
aireraft and the acquisition, construction or production of significant items
of other property, plant and equipment are capitalised as part of the cost of
the asset to which they relate.

When an abligation exists to dismantle and remove an item of property, the
present value of the estimated cost to restore the site is capitalised into the
cost of the asset to which they relate and a provision created. The
unwinding of the discount is treated as a finance charge.
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Depreciation and Amortisation

Depreciation and amortisation are provided on a straight-line basis on all
items of property, plant and equipment except for freshold and leasehold
land. The depreciation and amaortisation rates of owned assets are
calculated 5o as to allocate the costs or valuation of an asset, less any
estimated residual value, over the asset’s estimated useful life to the
Qantas Group. Assets are depreciated or amortised from the date of
acquisition or, with respect to internally constructed assets, from the time
an asset is completed and held ready for use. The costs of improvements
10 assets are amortised over the remaining useful life of the asset or the
estimated useful life of the improvement, whichever is the shorter, Assets
under finance lease are amortised aver the tarm of the refevant lease or,
where it is likely the Qantas Group will obtain ownership of the asset, the
life of the asset.

The principal asset depreciation and amortisation periods and estimated
residual value percentages are:

Residual

Value

Years {%)

Buildings and leasehold improvements 10-50 0
Plant and equipment 3-40 o
Jet aircraft, engines and modifications 5-20 10-20
Non-jet aircraft, engines and modifications 5-20 0-20
Aircraft spare parts 15-20 0-20
Major aircraft inspections Inspection life 0

These rates are in line with those for the prier year.

Depreciation and amortisation rates and residual values are reviewed annually
and reassessed having regard to commercial and technological developments
and the estimated useful life of assets to the Qantas Group and the long-term
fleet plan.

Leased and Hire Purchase Assets

Leased assets under which the Qantas Group assumes substantially all the
risks and benefits of ownership are classified as finance leases. Other leases
are classified as operating leases.

Linked transactions involving the legal form of a lease are accounted for
as ene transaction when a series of transactions are negotiated as one or
take place concurrently ar in sequence and cannot be understood
ecanomically alone,

Finance leases are capitalised. A lease asset and a lease liability equal

to the present value of the minimum tease payments are recorded at the
inception of the lease. Any gains and losses arising under sale and
leaseback arrangements are deferred and amortised over the lease term
where the sale is not at fair value. Capitalised leased assets are amaortised
on a straight-line basis over the pericd in which benefits are expected to
arise from the use of those assets. Lease payments are allocated between
the reduction in the principal component of the lease liability and
interest expense.
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I {R) PROPERTY, PLANT AND EQUIPMENT CONTINUED

Leased and Hire Purchase Assets continued

Fully prepaid leases are classified in the Balance Sheet as hire purchase
assets, to recognise that the financing structures impose certain obligations,
commitments and/or restrictions on the Gantas Group, which differentiate
these aircraft from owned assets.

Leases are deemed to be non-cancellable if significant financial penalties
associated with termination are anticipated.

With respect to any premises rented under long-term operating leases,
which are subject to sub-tenancy agreements, provision is made for any
shortfall between primary payments to the head lessor fess any recoveries
from sub-tenants. These provisions are determined on a discounted cash
flow basis, using a rate reflecting the cost of funds.

Manufacturers’ credits

The Qantas Group receives credits from manufacturers in connection with
the acquisition of certain aircraft and engines. These credits are recorded as
a reduction to the cast of the related aircraft and engines. Where the
aircraft are held under operating leases, the credits are deferred and
reduced from the operating lease rentals on a straight line basis over the
period of the refated lease as deferred credits.

I (5) INTANGIBLE ASSETS

Goodwill

Business Combinations prior to 1 July 2004

Goodwill is included on the basis of its deemed cost, which represents the
amount recorded under previous GAAP. Utilising refief available under
AASB1, the classification and accounting treatment of business combinations
that occurred prior to 1 July 2003 has not been reconsidered in preparing the
Qantas Group's opening A-IFRS Balance Sheet at 1 July 2004.

Business Combinations since 1 July 2004

All business cembinations are accounted for by applying the purchase
method, Goodwill represents the difference between the cost of the
acquisition and the fair value of the net identifiable assets acquired.

Goodwill is stated at cost less any accumulated impairment losses.
Goodwill is allocated to cash generating units and is no longer amortised
but is tested annually for impairment. With respect to associates, the
carrying amount of goodwill is included in the carrying amount of the
investment in the associate.

Negative goodwill arising on an acquisition is recognised directly in profit
or loss.

Other Intangible Assets

Airport landing slots are stated at cost less any accumulated impairment
losses, Airport landing slots are allocated to the Qantas cash generating
unit and are not amortised as they are considered to have an indefinite
useful life and are tested annually for impairment.

Software

Software is stated at cost less accumulated amartisation and impairment
losses. Software development expenditure, comprised of the cost of
materials, direct labour and an appropriate proportion of overheads are
only recognised as an asset when the Qantas Group controls future
economic benefits as a result of the costs incurred, it is probable that those
future economic benefits will eventuate and the costs can be measured
reliably. Amortisation is charged to the Income Statement on a straight-line
basis over the estimated useful life of three to five years.

I (T) PAYABLES

Liabilities for trade creditors and other amounts are carried at cost.

Deferred cash settlements are recognised at the present value of the
outstanding censideration payable discounted at prevailing commercial
borrowing rates.

I(u) FREQUENT FLYER

The Qantas Group receives revenue from the sale to third parties of rights
to have Qantas award points alfocated to members of the Qantas Frequent
Flyer Program. This revenue is deferred (net of points which it is considered
will not be redeemed) and recognised in the Income Statement as net
passenger revenue when the points are redeemed and passengers uplifted.
Revenue in relation to points which it is considered will not be redeemed
are recognised as net passenger revenue on the sale of the points.

Members of the Qantas Frequent Flyer Program also accumulate points by
travelling on qualifying Qantas and partner aitline services. The obligation
to pravide travel rewards to members arising from these points is provided
as points are accumulated, net of estimated points that will expire. The
pravision is based on the present value of the expected incremental direct
cost (being the cost of meals and passenger expenses) of providing the
travel rewards based on the farecasted weighted average cost of the reward
mix i.e. redemptions on Qantas services and on non-airline or other member
airlines. The provision is reduced to the extent surcharges and recoveries are
made and as members redeem awards or their entitlements expire, Changes
in cost estimates, breakage assumptions and passenger recaveries could
have a material impact on the financial statements of Qantas.

I (v} EMPLOYEE BENEFITS

Wages, Salaries, Annual Leave and Sick Leave

Liabilities for employee benefits for wages, salaries, annual leave {including
leave loading} and sick leave vesting to employees expected to be settled
within 12 months of the year end represent present obligations resulting
from employees' services provided to balance date. The calculation of this
liability is based on remuneration wage and salary rates that the Qantas
Group expects to pay as at balance date including related on-costs, such as
workers’ compensation instrance, superannuation and payroll tax. Amounts
expected 1o be settled more than 12 months after year end are not
discounted 1o their present value.
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H 1. Statement of Significant Accounting Policies cwntnued

Employee Share Plans

The fair value of share based entitlements granted to employees after

7 November 2002 is recognised as an emplayee expense with a
corresponding increase in equity. The fair value is measured at grant date
and spread over the period during which the employees become
uncenditionally entitled to the equity instrument. The fair value of the
entitlements granted is measured using a Monte-Carlo simulation model,
taking into account the terms and conditions upon which the entitlements
were granted. The amount recognised as an expense is adjusted to reflect
the actual number of entitlements that vest except where forfeiture is only
due to share prices not achieving the threshold for vesting.

Long Service Leave

The provision for employee benefits to leng service leave represents the
present value of the estimated future cash outflows to be made resulting
from employees’ services provided 1o balance date.

The provision is calculated using expected future increases in wage and
salary rates including related on-costs and expected settlement dates based
on staff turnaver history and is discounted using the rates attaching to
Australian government honds at balance date which most closely match the
terms of maturity of the related liabilities. The unwinding of the discount is
treated as a finance charge.

Defined Contribution Superannuation Plans

The Qantas Group contributes to employee defined contribution
superannuation plans. Contributions to these plans are recognised as an
expense in the Income Statement as incurred.

Defined Benefit Superannuation Plans

Qantas’ net obligation with respect to defined benefit superannuation plans
is calculated separately for each plan. The Qantas Superannuation Plan has
been split based on the divisions which relate to accumulation members
and defined benefit members. Only defined benefit members are included

in Qantas’ net obligation calculations. Defined contribution members’
obligations are accrued for as per the above accounting pelicy. The
talculation estimates the amount of future benefit that employees have
earned in return for their service in the current and prior periods; that
beneiit is discounted to determine its present value and the fair value of
any plan assets is deducted.

The discount rate is the yield at the Balance Sheet date on government
bonds that have maturity dates approximating to the terms of Qantas’
obligations. The calculation is performed by a gualified actuary using the
“projected unit ¢redit method”

When the benefits of a plan are improved, the portion of the increased
benefit relating to past service by employees is recognised as an expense in
the Income Statement on a straight-line basis over the average period until
the benefits become vested. To the extent that the benefits

vest immediately, the expense is recognised immediately in the

Income Statement.
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All actuarial gains and losses as at 1 July 2004, the date of transition to
A-IFRS, were recognised. With respect to actuarial gains and losses that
arise subsequent to 1 July 2004 in calcutating Qantas’ obligation with
respect to a plan, to the extent that any cumulative unrecognised actuarial
gain or loss exceeds 10 per cent of the greater of the present value of the
defined benefit obligation and the fair value of plan assets, that portion is
recognised in the Income Statement over the expected average remaining
working lives of the active employees participating in the plan. Otherwise,
the actuarial gain or loss is not recognised.

Where the calculation results in plan assets exceeding plan liabilities, the
recognised asset is limited to the net total of any urrecagnised actuarial
losses and past service costs and the present value of any future refunds
frem the plan or reductions in future contributions to the plan.

Past service cost is the increase in the present value of the defined benefit
obligation for emptoyee services in prior periods, resulting in the current
period from the introduction of, or changes to, post-employment benefits or
other long-term employee benefits, Past service casts may either be positive
(whese benefits are introduced or improved) or negative (where existing
benefits are reduced).

Employee Termination Benefits

Provisions for termination benefits are only recognised when there is a
detailed formal plan for the termination and where there is no realfstic
possibility of withdrawal.

I (W) PROVISIONS

A provision is recognised when there is a present legal or constructive
obligation as a result of a past event and it is probable that an outflow
of economic benefits will be required to settle the obligation, the timing
or amount of which is uncertain.

If the effect is material, a provision is determined by discounting the
expected future cash flows required to settie the obligation at a pre-tax
rate that reflects current market assessments of the time value of money
and the risks specific to the liability. The unwinding of the discount is
treated as a finance charge.

Dividends

A provision for dividends payable is recognised in the reporting peried in
which the dividends are declared, for the entire amount, regardless of the
extent to which the dividend will be paid in cash.

Insurance

Qantas is a licensed self-insurer under the New South Wales Workers’
Compensation Act, the Victorian Accident Compensation Act and the
Queensland Workers’ Compensation and Rehabilitation Act. Qantas has
made provision for all notified assessed workers’ compensation liahilities,
together with an estimate of lfabilities incurred but not reported, based on
an independent actuarial assessment discounted using government bond
rates that have maturity dates approximating the terms of Qantas’
obiigations. Workers' compensation for all remaining employees is
commercially insured.




Ter the year ended sU June cUud

|] (X} EARNINGS PER SHARE

[I (AA} INTEREST-BEARING LIABILITIES

Basic earnings per share is determined by dividing the Qantas Group's net profit
attributable to members of Qantas by the weighted average number of shares en
issue during the current financial year (refer Note 32).

Diluted earnings per share is calculated after taking into account the
number of ordinary shares to be issued for no consideration in relation
to dilutive potential ordinary shares (refer Note 32).

H (Y} CASH AND CASH EQUIVALENTS

Current Policy

Cash and cash equivalents includes cash at bank and on hand, cash at call,
short-term money market securities and term deposits with an original
maturity of three months or fess.

|] (2} NET FINANCE COSTS

Interest-bearing borrowings are recognised initially at fair value less
attributable transaction costs. Subsequent to initial recagnitien, interest-
bearing borrowings are stated a1 amortised cost with any difference
between cost and redemption value being recognised in the Income
Statement over the period of the borrowings on an effective interest basis.

Comparative Period Policy

Current Policy

Net finance costs comprise interest payable on borrowings calculated using
the effective interest method, interest receivable an funds invested,
dividend and coupon income, and foreign exchange gains and losses.
tnterest income is recognised in the Income Statement as it accrues, using
the effective interest method. Where interest costs relate to qualifying
assets they are capitalised to the cost of the assets. Qualifying assets are
assets that necessarily take a substantial pericd of time to be made ready
for intended use. Where funds are borrowed generally, borrowing costs are
capitalised using the average interest rate applicable to the Qantas Group's
debt facilities being 7.2 per cent (2005: 7.3 per cent) in the current year.
During the year, borrowing costs totalling $68.4 million (2005: §74.4
million) were capitalised into the cost of qualifying assets.

n accordance with AASB 137, a charge of $16.8 million (2005: $16.3
million) representing the unwinding of present value discounting of
employee benefits provisions has been recognised as a financing cost.

Comparative Period Policy

Bank and other loans are recognised at their principal amount, subject to
set-off arrangements. Interest expense is accrued at the contracted rate and
included in other creditors and accruals. Material items of expenditure are
deferred to the extent that the Qantas Group considers it is probable that
future economic benefits embodied in the expenditure will eventuate and
can be measured reliably, do not relate solely to revenue that has already
been brought to account and will contribute to the future earning capacity
of the Qantas Group. Deferred expenditure items include guarantee fees,
bank fees and other fees associated with the establishment of lending
facilities and are amortised over the period that the future economic
benefits will be received. The deferred expenditure in the Qantas Group
Balance Sheet at 30 June 2005 was $146.1 million.

|] {AB} ASSETS CLASSIFIED AS HELD FOR SALE

Borrowing costs include interest, amortisation of discounts or premiums
retating to borrowings, amortisation of ancillary costs incurred in
connection with arrangement of borrowings and foreign exchange losses
net of hedged amounts on borrowings. Where interest rates are hedged or
swapped, the borrowing costs are recagnised net of any effect of the hedge
or swap.

Botrowing costs are expensed as incurred unless they relate to qualifying
assets. Qualifying assets are assets that necessarily take a substantial
period of time to get ready for their intended use. In these circumstances,
horrowing costs are capitalised ta the cost of the assets.

Immediately before classification as held for sale, the measurement of the
assets is brought up-te-date in accordance with applicable accounting
standards. Then, on initial classification as held for sale, assets are
recognised at the lower of carrying amount and fair value less costs to sell.

Impairment losses on initial classification as held for sale are included in
profit or loss, even when there is a revaluation. The same applies to gains
and losses on subsequent re-measurement.
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” 2. Revenue

Qantas Group Qantas
2006 2005 2006 2005
SALES AND OTHER INCOME M M M M
Related parties
- controfled entities - - 2331 1233
- associates and jointly controlled entities 183.6 92.7 44.5 88.9
- other related parties - 28 - 2.8
Other parties 13,355.4 12,467.2 10,912.9 10,1894
Dividend revenue
Related parties
— associates and jointly controlled entities - - 18.4 12.6
Other parties 3.3 1.2 1.3 0.2
Liquidated damages 104.4 - 104.4 -
13,646.7 12,563.9 11,3146 10,417.2
I FINANCE INCOME
Interest revenue
Related parties
- controlled entities - - - 0.1
— associates and jointly controlled entities 10.3 10.3 10.3 10.3
Other parties 153.0 106.7 136.3 91.0
163.3 117.0 146.6 101.4
H 3. Expenditure and Finance Costs
M ™ M M
Finance costs
Related parties interest expense
- controlled entities - - 80.3 84.1
Other parties interest expense
- finance charges on capitalised leases 39.7 234 379 4.2
— other finance costs 246.6 267.7 177.8 187.6
Capitalised finance costs (68.4) {74.4) {68.4) {74.4)
Total finance costs 2179 216.7 2216 215
Other
Net foreign currency (gain)/loss {57.8) 21.8 (57.3) 1.7
Net gain on disposal of aircraft, engines and spares (16.4) {13.0} (15.9) {12.2)
Net loss an disposal of property, plant and equipment 25 34 4.8 24
Bad and doubtful debts 1.9 {1.1) 1.6 {1.4)
Restructuring
- Redundancy costs 108.6 191 104.6 191
- Other 729 - 729 -
Cancellable operating leases 163.2 149.0 149.0 128.0
Change in accounting estimates
- Frequent Flyer deferred revenue (49.1) - (49.1) -
- long service leave provisions 471.7 - 47.7 -
— reversal of surplus revenue provision - (52.1) - {52.1)

Government grants 6.0 8.2 1.7 33




Tor the year ended sU June cUUo

H4. Income Tax

Qantas Group Qantas
2006 2005 2006 2005
I RECOGNISED (N INCOME STATEMENT M 1 M M
Current income tax expense
Current year 190.9 170 129.4 103.0
Adjustments for prier years {1.2) 1.8 (1.8) 0.8
189.7 171.9 127.6 103.8
Deferred income tax expense
Origination and reversal of temporary differances 22,6 109.3 62.6 107.1
Adjustments for prior years (21.9) {56.9) (23.9) {9.7}
Benefit of tax losses recognised 0.8 0.7 0.8 ¢.7
1.5 53.4 39.5 98.1
Total income tax expense in Income Statement 191.2 225.0 167.1 201.9
Comprising:
Australian income tax expense 189.6 2211 167.1 2M.9
Qverseas income tax expense 1.6 39 - -
191.2 2250 1671 201.9
NUMERICAL RECONCILIATION BETWEEN INCOME TAX EXPEMNSE
AND PRE-TAX NET PROFIT
Profit before related income tax expense 671.2 914.3 559.1 7258
Income tax using the domestic corporate tax rate of 30% 201.4 27143 167.8 217.8
Add/{less} adjustments for:
Non-assessable income
— Deferred lease benefits - 0.1 - 0.1
- Tax offset for franked dividends received {8.9) {7.2) {4.3} (3.0)
— Non-taxable dividends {1.4) - {1.2) -
— Share of associates’ and jointly controlled entities’ net profit (1.5) (0.5} - -
- Utilisation of previously unrecognised losses (14.5) - (14.5) -
— Other non-assessable income {0.6) (0.8) {0.4) (0.6)
Non-deductible expenditure
- Amortisation of lease residual values 1.0 1.8 21 1.8
- Write-down of investments 6.3 2.2 6.9 16.9
— Other non-deductible expenditure 121 15.8 5.5 14.9
Other {deductible)/assessable items 1.5 0.8) 7.0 14.9
Tax consolidation benefit due to reset tax values of depreciable assets - (52.1) - (52.1)
Tax consolidation benefit due to recognition of previcusly unbocked tax losses - {9.6) - {9.6)
{Over)funder provision in prior years (1.2) 1.8 (1.@) 0.8
Income tax expense on pre-tax net profit 191.2 2250 167.1 2019
I DEFERRED INCOME TAX RECOGNISED DIRECTLY IN EQUITY
Current income tax expense
Other financial (assets)/liabilities {11.4}) - (11.4) -
Deferred income tax expense
Relating to revaluation of property, plant and equipment 038 - - -
Other financial (assets)/liabilities (8.2) - (8.2) -
{18.8) - (19.6) -
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”5. Auditors’ Remuneration

Qantas Group Qantas
2006 2005 2006 2005
$000 $000 $000 $000
Audit services
Auditors of Qantas - KPMG Australia
Audit and review of Financial Reports 2,585 2,520 1.848 1,974
Other regulatory audit services 80 85 39 27
2,665 2,605 1,887 2,001
Other services
Auditors of Qantas — KPMG Australia
Qther assurance services 874 750 783 549
Financial reporting assistance 95 445 95 445
Taxation services 130 135 130 135
QOverseas KPMG firms
Taxation services 239 139 239 89
4,003 4,074 3,134 3,219
” 6. Cash and Cash Equivalents
M M M M
Cash on hand 33 2.8 3.1 2.7
Cash at bank 75.4 112.5 175.6 254.5
Cash at call 2235 82.7 200.6 82.7
Short-term money market securities and term deposits 2,599.8 1,705.8 2,599.8 1,705.8
2,502.0 1,903.8 2.979.1 2,045.7
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Tor tne year ended 3U JUune ZUUD

H?. Receivables

Qantas Group Qantas
2006 2005 2006 2005
I] CURRENT M ™M M M
Trade debtoss 1,056.8 1,009.2 1,023.8 966.6
Less: impairment losses 4.8 6.1 35 4.7
1,052.0 1,003.1 1,020.3 961.9
Trade debtors
Related parties
- controlled entities - - 62.5 47.3
— associates and jointly controlled entities 22.3 24.8 39 49
223 24.8 66.4 52.2
Loans owing from
Related parties
- controlted entities - - 41.8 403
Aircraft security deposits 51.5 83 48.4 5.4
Sundry debtors
Related parties
- contralled entities - - 2.2 24
Other parties 1029 94.1 821 733
1,228.7 1,130.3 1,261.2 1,1355
U NON-CURRENT
Loans owing from
Related parties
- controlled entities - - 545.7 687.1
- associates and jointly controlled entities 128.2 128.2 128.2 128.2
Other parties 13.9 135 - -
Aircraft security deposits 78.1 1191 781 119.1
Sundry debtors
Other parties 17.4 269 16.8 18.3
2376 287.7 768.8 952.7

Short-term money market securities of $126.0 million {2005: $185.0 miltion) held by the Qantas Group are pledged as collateral under the terms of certain
financing facilities.

Cusrent and non-current aircraft security deposits have been pledged as security to providers of aircraft finance.

Trade debtors includes the present value of liquidated damages receivable from Airbus of $104.4 million (2005: nil} resulting from the delay in delivery of the
A380 aircraft.
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”8. Inventories

Qantas Group Qantas
2006 2005 2006 2005
M M M M

At fair value
Engineering expendables 281.8 264.7 258.4 2440
Consumable stores 37.6 411 29.0 36.6
Work in progress 151 208 9.6 14.5
Aircraft spare parts held for sale 0.3 0.4 0.3 04
3348 333.0 297.3 2955
” 9. Assets Classified as Held for Sale

™ M M M
Investments accounted for using the equity method" 32 - - -
Property, plant and equipment? 9.2 - 29 -
Intangible assets? 11.8 - 11.8 -
24.2 - 14.7 -

} The investment in Thai Air Cargo Company Limited is classified as held for sale as the Qantas Group's investment was transterred to other shareholders at baok value in
August 2006,

2 Included in this amount are land and buildings which were placed on the market before 30 June 2006 with contracts exchanged in July 2006 resulting in a gain an disposal
of $11.6 million and three aircraft which are currently marketed for sale with disposal expected to take place at book vatue shartly after the Financial Report is signed.

3 An agreement 1o sell aircraft landing slots was reached prior to 30 June 2006 and the disposal is expected to take place shortly after the Financial Report is signed. The
disposal is expected o result in a smalt gain,

H 10. Other Assets

I CURRENT M M M SM
Advances, prepayments and other 86.4 76.9 69.1 97.0
Deferred expenditure - 75.6 - 63.7

86.4 1525 69.1 160.7

l NON-CURRENT

Deferred expenditure - 705 - 534
Other 9.9 14.3 8.2 10.9
9.9 84.8 8.2 64.3

H 11. Other Investments

I NON-CURRENT M b1 M M
Contrelled entities at net book value - - 240.4 4391
Associates and jointly controlled entities at cost - - 311.0 295.7
Other corporations! 53.7 99.9 4.5 1.8

53.7 99.9 555.9 746.6

1 Includes the investment in Air New Zealand Limited which is carried at $49.2 million {2005; $88.1 million).
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Tor ihe year enced v June £LUUD

ﬂ 12. Property, Plant and Equipment

Qantas Group Qantas
N 2006 2005 2006 2005
NON-CURRENT M M M M
Freehold land - owned
At cost 65.6 68.0 47.1 471
65.6 68.0 471 47.1
Leasehold land
At cost 1.8 04 - -
Less: accumutated amortisation 0.2 - - -
1.6 0.4 - -
Total land at net bock value 67.2 68.4 471 471
Buildings - owned
At cost 121 2381 232.0 1943
Less; accumulated depreciation 70.8 63.7 55.0 47.5
2013 174.4 177.0 146.8
Buildings ~ leased
At cost 60.2 60.7 29.0 29.0
Less: actumulated amortisation 44.7 433 19.6 18.7
15.5 17.4 9.4 10.3
Total buildings
At cost 3323 298.8 261.0 2233
Less: accumulated depreciation and amortisation 115.5 107.0 74.6 66.2
Total buildings at net book value 216.8 191.8 186.4 1571
Leasehold improvements
At cost 1,252.3 1,268.6 759.9 766.4
Less: accumulated amortisation 703.9 670.8 388.7 368.1
Total leasehold improvements at net book value 548.4 597.8 3n.2 3983
Plant and equipment — owned
Al cost 1,220.7 1,766.2 1,006.1 1,365.3
Less: accurmulated depreciation 709.2 1,256.6 550.3 9171
511.5 509.6 455.8 448.2
Plant and equipment - leased
At cost 7.0 7.0 - -
Less: accumulated amortisation 6.8 6.5 - -
0.2 0.5 - -
Total plant and equipment
At cost 1,227.7 1,773.2 1,006.1 1,365.3
Less: accumulated depreciation and amortisation 716.0 1,263.1 550.3 917.1
Total plant and equipment at net book value 511.7 510.1 455.8 448.2
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[ 12. Property, Plant and Equipment coninued

Qantas Group Qantas
2006 2005 2006 2005
$M M M M
Aircraft and engines — owned
At cost 10,980.0 10,315.5 71,7803 6,992.9
Less: accumulated depreciation 3,863.0 32516 3,1943 2,659.4
7.117.0 7.083.9 4,596.0 43335
Aircraft and engines - hire purchased
At cost 2,863.1 31226 5.240.4 5,482.0
Less: accumulated amortisation 751.9 793.0 1.168.3 1,026.8
2,11.2 2,329.6 4,072.1 4,455.2
Aircraft and engines - leased
At cost 1,473 1,638.3 1,438.9 1,341.0
Less: accumulated amortisation 931.6 971.2 912.3 7989
541.5 667.1 526.6 542.1
Total aircraft and engines
Al cost 15,316.2 15,076.4 14,469.6 13,8159
Less: accumulated depreciation and amortisation 5,546.5 5.015.8 5,274.9 4,485.1
Total aircraft and engines at net book value 9,769.7 10,060.6 9,194,7 9,330.8
Aircraft spare parts — owned
At cost 677.9 696.2 555.4 594.8
Less: accumulated depreciation 301.3 3195 266.4 29586
376.6 376.7 289.0 299.2
Aircraft spare parts — leased
At cost 25.6 20.8 25.6 20.8
Less: accumulated amortisation 7.8 4.7 7.8 4.7
17.8 16.1 17.8 16.1
Total aircraft spare parts
At cost 703.5 7.0 581.0 615.6
Less: accumulated depreciation and amortisation 3091 3242 274.2 300.3
Total aircraft spare parts at net book value 394.4 3928 306.8 3153
Aircraft depasits
Progress payments at cost 866.8 863.0 525.5 602.8
866.8 863.0 525.5 602.8
Total property, plant and equipment
At cost 19,766.2 20,065.4 17,650.2 17.436.4
Less: accumulated depreciation and amortisation 7.391.2 7,380.9 6,562.7 6,136.8

Total property, plant and equipment at net book valye 12,375.0 12,684.5 11,087.5 11,2996




Transferred

2006 Opening to Assets Closing
$M Written Classified  Depreciation Written
Down as Held and Down
n QANTAS GROUP Value Additions Disposals  Transfers for Sale  Amortisation Other' Value
Reconciliations
Freehold land — owned 68.0 - {0.4) - (3.7} - 1.7 65.6
Leasehold land 0.4 1.4 - - - - (0.2) 1.6
Total land 68.4 1.4 (0.9} - (3.1 - 1.5 67.2
Buildings - owned 174.4 40.3 - - {0.4) (1.7} (1.3) 201.3
Buildings - leased 17.4 (0.5} - - - (1.4) - 15.5
Total buildings 191.8 39.8 - - (0.4} (13.1} (1.3) 216.8
Leasehold imprevements 597.8 61.0 (0.7} - {1.3) {63.4) (45.0) 548.4
Plant and equipment — owned 509.6 61.3 {13.3) {1.2) (87.7 42.8 511.5
Plant and equipment - leased 0.5 - - - - (0.3) - 0.2
Total plant and equipment 5101 61.3 (13.3) - (1.2} (88.0) 42.8 511.7
Aircraft and engines — owned 7,063.9 407.8 {284.6) 550.1 {2.6) (623.7) 6.1 71,1170
Aircraft and engines — hire purchased 2,329.6 0.1 {1.1) - - (276.1) 58.7 2,111.2
Airceaft and engines — leased 667.1 1.0 (0.2) - - (91.7) (34.7) 541.5
Total aircraft and engines 10,060.6 408.9 {285.9) 550.1 (2.6) {991.5) 301 9,769.7
Aircraft spare parts - owned 376.7 61.3 (5.0) - - {48.1) (8.3) 376.6
Aircraft spare parts — leased 16.1 438 - - - (3.1) - 17.8
Total aircraft spare parts 392.8 66.1 (5.0} - - (51.2) {8.3) 394.4
Aircraft deposits 863.0 8433 {359.1) {(550.1) - - 69.7 866.8
Total property, plant and equipment 12,684.5 1,481.3 (664.4) - 9.2) (1,207.2) 89.5 12,375.0

1 Other includes the transitionat effect of hedges, transfers to inventories and capitalised interest.

2005
M

[I QANTAS GROUP

Reconciliations

Total land 59.5 0.2 (0.1) - - - 88 68.4
Total buildings 1" 89.5 0.5) - - (8.3} - 191.8
Leasehold improvements 626.6 136 2.0 - - {57.7 8.0 597.8
Total plant and equipment 485.6 1210 (6.9) - - (36.2) 6.6 510.1
Total aircraft and engines 9,656.3 532.4 (308.7} 1,159.2 - {989.8) 1.2 10,060.6
Total aircraft spare parts 3789 64.5 (5.4) - - {50.2) 5.0 3928
Aircraft deposits 1,081.0 917.9 (26.6) (1,159.2) - - 499 863.0
Total property, plant and equipment 12,399.0 1,748.1 (350.9} - - (1,202.2) 89,5 12,6845

1 Other includes transfers to inventories and capitalised interest.
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” 12. Property, Plant and Equipment cwninued

Transferred
2006 Opening to Assets Closing
M Written Classified Depreciation Written
Down as Held and Down

[LQANTAS Value Additions Disposals  Transfers for Sale Amortisation  Other! Value
Reconciliations
Freehold land — owned 47.1 - - - - - - 471
Total land 47.1 - - - - - - 47.1
Buildings — owned 146.8 39.8 - - (0.4) 9.2) - 177.0
Buildings - leased 10.3 - - - - (0.9) - 9.4
Total buildings 1571 39.8 - - (0.4} {10.1) - 186.4
Leasehold improvements 393.3 60.1 (0.4) - (1.3} (40.6) (44.9) 371.2
Plant and equipment — owned 448.2 50.6 {12.6) - (1.2) (73.3) 44.1 455.8
Total plant and equipment 448.2 50.6 (12.6) - {1.2) (73.3) 431 455.8
Aircraft and engines - owned 4,3335 397.7 {283.2) 676.9 - (555.7) 26.8 4,596.0
Aircraft and engines - hire purchased 4,455.2 - {1.0) {112.9) - {269.8) 0.6 4,072.1
Aircraft and engines ~ leased 5421 - (0.2} 58.2 - (73.8) 0.3 526.6
Total aircraft and engines 9,330.8 3971.7 (284.4) 622.2 - (899.3) 21.7 9,194.7
Aircraft spare parts — owned 299.2 43.6 {4.4) - - (41.0) (8.4) 289.0
Aircraft spare parts — leased 16.1 4.8 - - - (3.1) - i7.8
Total aircraft spare parts 315.3 48.4 (4.4) - - (44.1) {8.4) 306.8
Aircraft deposits 602.8 491.0 (359.1) (278.9) - - 69.7 525.5
Total property, plant and equipment 11,299.6 1,087.6 {660.9) 3433 (2.9) {1.067.4) 88.2 11,0875
1 Other includes the transitional effects of hedges, transfers ta inventories ang capitalised interest.
2005
™

”BANTAS
Reconciliations
Total tand 47.2 - 0.1) - - - - 47.1
Total buildings 735 89.5 {0.5) - - (5.4) - 1571
Leasehold improvements 402.8 23.0 (2.4) - - (33.0) 7.9 398.3
Total plant and equipment 434.6 96.1 (6.1) 1.9 - (82.0) 7.5 448.2
Total aircraft and engines 8,916.8 4781 (308.6) 1,145.8 - (913.1} 11.8 9,330.8
Total aircraft spare parts 3186 36.5 {5.0) - - (44.6) 9.8 3153
Aircraft deposits 611.7 557.8 (26.6) (590.0} - - 49,9 a02.8
Total property, plant and equipment 10,805.2 1,281.0 (349.3) 553.9 - (1,078.1} 86.9 11,299.6

1 Cther includes transfers 1o inventaries and capitalised interest.

ﬂ SECURED ASSETS

Certain aircraft and engires act as security against related financings. Under the terms of certain financing facilities entered inta by the Qantas Group, the
underwriters to these agreements have a fixed charge over certain aircraft and engines 1o the extent that debt has been issued directly to those underwriters,

The total carrying amount of assets under pledge was $4,983.9 miflion as at 30 June 2006 (2005: $5,525.0 million).
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” 13. Intangible Assets

for the year ended 30 lune 2006

Qantas Group Qantas
2006 2005 2006 2005
[l NON-CURRENT M M 1] M
Goodwill
At cost 112.0 1116 - -
112.0 111.6 - -
Airport landing slots
At cost 355 47.3 355 473
35.5 47.3 35.5 47.3
Software
At cost 329.5 282.2 3295 282.2
Less: accumulated amortisation 165.3 122.2 165.3 122.2
164.2 160.0 164.2 160.0
Total intangible assets 311.7 318.9 199.7 207.3
Transferred
2006 DOpening to Assets Closing
M Written Classified Written
Down as Held Down
l] QANTAS GROUP Value  Additions for Sale Amortisation Other Value
Goodwill 1116 - - - 0.4 112.0
Airport landing slots 47.3 - (11.8) - - 355
Software 160.0 45.3 - (42.6) 1.5 164.2
Total intangible assets 318.9 45.3 {11.8) (42.6) 1.9 311.7
2006
iM
[l QANTAS
Airport landing slots 41.3 - (11.8) - - 35.5
Software 160.0 45.3 - {42.6) 1.5 164.2
Total intangible assets 207.3 45.3 (11.8) (42.6) 1.5 199.7
Opening Closing
2005 Written Written
™
Down Down
” QANTAS GROUP Value Additions Amaortisation Other value
Goodwill 105.2 6.6 - (0.2} 1116
Airport landing slots 473 - - - 47.3
Software 141.9 57.2 {39.1) - 160.0
Total intangible assets 294.4 63.8 (39.1) 0.2) 318.9
2005
M
[] QANTAS
Airport landing slots 413 - - - 473
Software 141.9 57.2 {39.1} - 160.0
Total intangible assets 189.2 57.2 {39.1) - 207.3
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” 13. Intangible Assets coninued

MPAIRMENT TESTS FOR CASH GENERATING UNITS CONTAINING GOODWILL AND INTANGIBLES WITH INDEFINITE USEFUL LIVES

The following units have significant carrying amounts of geodwill and intangibles with indefinite useful lives:

Qantas Group Qantas
2006 2005 2006 2005
M M ™M M
Goodwill
Jetstar 90.5 90.5 - -
Qantas Flight Catering 18.2 17.8 - -
Qantas Link 33 3.3 - -
112.0 1116 - -
Airport landing slots
Qantas 35.5 47.3 355 47.3

The carrying amount of goodwill and indefinite useful life intangible assets allocated to the following cash generating units (CGU) is significant in comparison

with the total carrying amount of goadwill or indefinite useful life intangible assets. The carrying amount of goodwill allocated to other cash generating units
is not significant,

Jetstar

The recoverable amount of Jetstar CGU is based on value in use calculations. Fhose calculations use cash flow projections based on actual operating results
and the five-year business outlook approved by management and endorsed by the Board. Cash flows for a further five years have been extrapolated using a
7.3 per cent growth rate out to 2016. This growth rate reflects the planned expansion of Jetstar both domesticatly and internationally and is appropiiate given
the actual growth achieved since establishment and the Qantas Group's committed B787 order. For the further ten years, a 2.5 per cent growth rate has been
assumed, reflecting long run inflation, when extrapolating cash flows. The five-year forecast, coupled with 15 year extrapolation is believed appropriate, as it
represents the capital intensive long run nature of the aviation industry and the estimated useful life of the assets employed in this CGU,

Qantas Flight Catering

The recoverable amount of Qantas Flight Catering CGU is based on value in use calculations. Those calculations use cash flow projections based on actual
operating results and the three-year business plan approved by management and endorsed by the Board. Cash flows for a further five years have been

extrapolated using a 2.5 per cent growth rate aut to 2014. This growth rate reflects the mature nature of the airline catering industry and Qantas Flight
Catering Group’s current market share,

Qantas

The recoverable amaunt of Qantas CGU is based on value in use calculations. Those calculations use cash flow projections based on actual operating results
and the five-year business outlook approved by management and endorsed by the Board. Cash flows for a further five years have been extrapolated using a
7.3 per cent growth rate out to 2016. This growth rate reflects the planned expansion of Qantas as a result of the introduction into service of committed
aircraft such as the A380 and B787. For the further ten years, a 2.5 per cent growth rate has been assumed, reflecting iong run inflation, when extrapolating
cash flows, The five year forecast, coupled with fifteen year extrapolation is believed appropriate, as it represents the capital intensive long run nature of the
aviation industry and the estimated useful life of the assets employed in this CGU,

The key assumptions and the approach to determining their value in the current and previous period are;

Assumption How Determined

Discount Rate A pre-tax discount rate of 10.5 per cent has been used in discounting the projected cash flows of all CGUs, reflecting a market
estimate of the weighted average cost of capital of the Qantas Group. This discount would need to exceed 13.2 per cent before the
carrying amount of any of the CGU's of the Qantas Group would exceed their recoverable amount,

Market Share Qantas Group's domestic market share is expected to remain between 65 - 68 per cent and international market share between
30 - 35 per cent. These ranges were estimated having regard to Qantas committed fleet plans and those of our existing competitors.

Real Market Market growth, excluding the impacts of inflation, is estimated to be 4.8 per cent, reflecting the long run average passenger growth

Growth experienced by Qantas. Market Growth would need to fall by more than 5.2 per cent before the carrying amount of the Jetstar and
Qantas CGU would exceed their recoverable amount.

Fuel Fuel into-plane price is assumed to be between US$85 and US$30 and was set with regard to the spot WTI crude oil price adjusted
for historical average refining margins,

Currency US$:A$ exchange rate is assumed to be 75.3 cents, reflecting a 12 month average spot price.

Fleet Age Average fleet age is forecast to remain between 9 - 11 years and is estimated having regard 1o the existing contractually committed

fong-term fleet plan for the Qantas Group.

inflation Inflation of 2.5 per cent represents the fong-run average change in the consumer price index in Australia.
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” 14. Deferred Tax Assets and Liahilities

for the year encded U June ZUUG

Asset Liability Net

2006 2005 2006 2005 2006 2005

[] QANTAS GROUP ™ ™ M M M &M
Inventories - - (5.0} (5.1} (5.0) (5.1
Property, plant and equipment - - {1,286.9) {1,224.2) {1,286.9) (1,224.2)
Interest-hearing liabilities - - 32.0 364 32.0 36.4
Qther financial assets/liabilities - - (122.1) - (122.1) -
Provisions - - 229.7 2175 229.7 2175
Foreign exchange gains and losses - - 5.1 41 5.1 4.1
Revenue received in advance - - 3933 3741 3933 3741
Other items 2.9 0.2 44.2 69.7 471 69.9
Tax value of joss carry-forwards recognised - - 85 9.3 8.5 9.3
Net tax assets / (liabilities) 29 0.2 (701.2) (518.2) (698.3) {(518.0)

Asset Liability Nei

2006 2005 2006 2005 2006 2005

I] QANTAS M M M M ™ ™M
Inventories - - {4.7) (6.6} 4.7 (6.6)
Property, plant and equipment - - (1,306.9) (1,228.1) (1,306.9) (1,228.1)
Interest-bearing liabilities - - 76.6 98.2 76.6 98.2
Qther financial assets/liabilities - - (122.1) - (122.1) -
Provisions - - 197.1 191.5 197.1 191.5
Foreign exchange gains and losses - - 4.1 (7.3} 4.1 (1.3)
Revenue received in advance - - 3933 3741 393.3 3741
Other items - - 48.6 .7 48.6 ni
Tax value of loss carry-forwards recognised - - 8.5 9.3 8.5 93
Net tax liabilities - - (705.5) {497.2) {705.5) {497.2)

At 30 June 2006 ihere is no recognised or unrecognised deferred tax liability for taxes that would be payable on the unremitted earnings of certain of the
Qamas Group's controlled entities or associates (2005: nil). This is due to the Qantas Group having no liability for additional taxation, should such amounts

be remitted nr where a liability may arise, Qantas controls whether the liability will be incurred and it is satisfied that it will not be incurred in the

foreseeable future.

[l UNRECCGNISED DEFERRED TAX ASSETS

Deferred tax assets have not been recognised with respect to the following items:

Qantas Group Qantas
2006 2005 2006 2005
M ™ $M M
Tax losses — New Zealand operations 13.7 18.4 1.6 121
Tax losses — capital - 131 - 13.1
13.7 315 11.6 25.2

Deferred tax assets have not been recognised with respect to these items because it is not probable that future taxable profit will be avaitable against which

the Qantas Group can utilise these benefits.
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” 14. Deferred Tax Assets and Liabilities o

I MOVEMENT IN TEMPORARY DIFFERENCES DURING THE YEAR

2006
M QOpening Recognised Recognised Closing
I QANTAS GROUP Balance in Income in Equity Balance
Inventories 5.1 1 - (5.0)
Property, plant and equipment (1,224.2) {61.9) (0.8) (1,286.9)
Interest-bearing liabilities 36.4 (4.4) - 320
Other financial assets/liabilities {167.5) 37.2 8.2 (122.1)
Provisions 21725 12.2 - 229.7
Foreign exchange gains and losses 73 {2.2) - 51
Revenue received in advance 3741 19.2 - 393.3
Other items 69.9 (22.8) - 47.1
Tax value of loss carry-forwards recognised 9.3 {0.8) - 8.5
(682.3) {23.4) 7.4 {698.3)
2005
M
QANTAS GROUP
Inventories (2.0) (3.1 - {5.1)
Property, plant and equipment (1,151.1) (73.1) - (1,224.2)
Interest-bearing liabilities 151.5 {115.1) - 364
Provisions 152.8 64.7 - 2175
Foreign exchange gains and losses (31.2) 353 - 4.1
Revenue received in advance 339.0 351 - 37441
Other items 1288 (59.0) - 69.8
Tax value of loss carry-forwards recognised 4.2 5.2 - 9.4
(408.0) (110.0) - (518.0
2006
M
I QANTAS
Inventories (6.6) 1.9 - (4.7)
Property, plant and equipment (1,228.1) (78.8) - (1.306.9)
Interest-bearing liabilities 498.2 (21.6) - 166
Other financial assetsfliabilities {167.5) 31.2 8.2 (122.%)
Provisions 191.5 5.6 - 1971
Foreign exchange gains and losses 71 (3.0) ~ 4.1
Revenue received in advance 3741 19.2 - 393.3
Other items .7 (23.1) - 48.6
Tax value of loss carry-forwards recognised 9.3 (0.8} - 8.5
(650.3) (63.4) 8.2 {705.5)
2005
™
I QANTAS
Inventories (3.1} (3.5} - {6.6)
Property, plant and equipment (1,073.6) {154.5) - (1,228.1)
Interest-bearing liabilities 1126 (14.4) - 98.2
Proavisions 133.2 58.3 - 191.5
Foreign exchange gains and fosses {31.5} 24.2 - (7.3}
Revenue received in advance 3390 35.1 - 3741
Other items 1299 (58.2) - 1.7
Tax value of loss carry-forwards recognised 42 5.1 - 9.3
(389.3) (107.9) - (497.2)
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ﬂ 15. Payables

e yodal BiidAA SV AVTTE &Y

(antas Group (antas
. 2006 2005 2006 1005
CURRENT M M M M
Trade creditors
Related parties
- controlled entities - - 87.6 804
— associates and jointly controlled entities 18.7 215 18.4 20.3
Other parties 1,687.4 1,655.2 1,574.0 1,544.0
1,706.1 1.676.7 1,680.0 1,644.7
Other creditors and accruals
Other parties 2819 2253 68.6 71.6
1,988.0 1,902.0 1,748.6 1,722.3
” 16. Interest-Bearing Liabilities
CURRENT M ™ M ™
Bank leans
- secured 205.7 2116 89.7 104.4
Other loans
Related parties — unsecured
— associates and jointly controlled entities 46 13.6 4.6 13.6
Qther parties
— unsecured 95.8 - 95.8 -
Lease liabilities (refer Note 20} 134.7 83.8 265.2 1971
440.8 315.0 455.3 3154
E NON-CURRENT
Bank loans
— secured 2,096.6 21,5079 943.9 1,243.6
- unsecured 627.0 630.0 627.0 630.0
Other loans
Related parties — unsecured
- controlled entities - - - 1373
Other parties
- unsecured 1,502.7 1,157.6 1,502.7 1,157.6
Lease liabilities (refer Note 20) 1,108.5 1,304.2 2,740.2 3,027.9
53348 5.599.7 5,818.8 6,196.4

Certain current and non-current Ioans relate to specific financings of aircraft and engines and are secured by the aircraft to which they rela

te (refer Note 12).
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” 17. Provisions

Qantas Group Qantas
2006 2005 2006 2005
[l current $M M $M M
Dividends 2.1 1.7 21 1.7
Employee benefits
- annual leave 3255 3349 281.2 291.1
- long service leave 40.7 318 309 25.0
- staff redundancy 21.2 0.2 21.2 -
Frequent Flyer 8.4 28.6 28.4 28.6
Onergus contracts 27.2 5.9 26.6 5.3
Insurance and other 23.9 25.7 19.6 213
469.0 428.8 410.0 3730
ﬂ NON-CURRENT
Employee benefits
- long service leave 3121 267.9 285.9 2443
- other 0.7 0.7 - -
- superannuation 73 51.4 7.3 51.4
Frequent Flyer 389 39.2 389 38.2
Onerous contracts 2.7 33 1.1 1.7
Make good on property leases 12.8 11.9 12.8 1.9
Insurance and other 102.5 68.9 93.9 61.6
471.0 4433 439.9 4101
Qantas Group Qantas
2006 20086
ﬂ RECONCILIATIONS ™ M

Reconciliations of the carrying amounts of each class of provision, except for employee benefits, are set out below:

Dividends

Balance at 1 tuly 1.7 1.7

Provisions made during the year 402.4 4021

Payments made during the year (212.1) (211.8)
Dividends settled in shares under the DRP (189.9) (189.9)
Balance at 30 June 21 21

Frequent Flyer

Balance at 1 July 67.8 67.8
Provisions made during the year 45.2 45.2
Payments made during the year (30.1) {30.1)
Discounting (15.6) (15.6)
Balance at 30 June 67.3 67.3
Included in the Financial Statements as follaws:

Current 28.4 28.4
Non-current 389 38.9

67.3 62.3
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Qantas Group Qantas

2006 2006
H RECONCILIATIONS CONTINUED M M

Onerous contracts

An onerous contract is a contract in which the unavoidable costs of meeting the obligations under it exceed the economic

benefit expected to be received under it. The Qantas Group has raised a provisions in respect of an operating lease on an

empty premises and grounded aircraft that cannot be cancelled or sub-let.

Balance at 1 huly 9.2 1.0

Provisions made during the year 209 209

Payments made during the year {0.2) {0.2)

Balance at 30 June 29.9 27.7

Included in the Financial Statements as follows:

Current 21.2 26.6

Non-current 2.7 11

299 271.7

Insurance and other

Qantas sell-insures for risks associated with worker's compensation, Qutstanding claims are recognised when an incident

occurs that may give rise to a claim and are measured at the cost that the entity expects to incur in settling the claims,

discounted using a government bond rate with a maturity approximating the terms of the obligation.

Balance at 1 july 94,6 829

Provisions made during the year 51.9 50.3

Payments made during the year {20.1) {19.7)

Balance at 30 June 126.4 113.5

Included in the Financial Statements as follows:

Current 23.9 19.6

Non-current 102.5 93.9
126.4 113.5%

Superannuation

Qantas provides defined benefit superannuation benefits linked to final salaries which is fully funded. This provision

represents the present value of the Qantas Groups’ obligation for the related current service cost.

Balance at 1 July 51.4 51.4

Provisions made during the year 91.6 91.6

Payments made during the year (135.7) (135.7)

Balance at 30 June 7.3 7.3

Make good on property leases

The Qantas Group has certain property leases that require the property to be returned to the lessor in its original

candition. A provision has been raised for the expected cost of refurbishment at lease expiry.

Balance at 1 July 11.9 119

Provisions made during the year 09 09

Balance at 30 June 12.8 12.8
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” 18. Issued Capital

Qantas Group Qantas
2006 2005 2006 2005
M ™ M M
Issued and patd up capital: 1,955,035,444 (2005 1,897,648,748)
ordinary shares, fully paid as a1 30 June 4,382.2 41815 4,382.2 4,181.5
Movements in the share capital of Qantas during the current and prior years were as follows:
Number
of Shares

Date Details ] M
1 July 2004 Opening balance 1,845.1 3,994.9
¥ July 2004 Initial adjustment on adoption of A-iFRS - 8.2
1 July 2004 Adjusted opening balance 1,845.1 4,003.1
29 September 2004 DRP 227 73.8
6 April 2005 DRP 29.8 104.6
30 June 2005 Closing balance 1,897.6' 4,181.5
1 july 2005 Effect of transition to AASB 132 and 139 - 10.8
1 July 2005 Adjusted opening balance 1,897.6 4,192.3
28 Septemnber 2005 DRP 31.0 97.4
15 February 2006 Issue of shares under QLTEIP 2.1 -
5 April 2006 DRP 24.3 92.5
30 June 2006 Closing balance 1,955.0 4,382.2

1 Includes the conversion of an amount of 1,280,109 QLTEIP Entitlements into 388 shares an 18 August 2004 and a further amount of 1,844,861 QLTEIP Entitlements into
59,177 shares on 16 February 2005.

Holders of ordinary shares are entitled 10 receive dividends as declared from time to time and are entitled to one vote per share at shareholders’ meetings.

In the event of winding-up, Qanias ordinary shareholders rank after all creditors and are fully entitled to any residual proceeds on liquidation,

H 19. Reserves

Qantas Group Qantas
2006 2005 2006 2005
M M M M
Employee compensation reserve 23.7 13.7 6.3 3.2
Hedge reserve 332.2 - 332.2 -
Fair value reserve (35.4) - - -
Asset revaluation reserve 4.0 4.4 - -
Foreign currency translation reserve 4.8 {3.9) - -
3293 146 3385 32
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H 19 Reserves continued

I NATURE AND PURPOSE OF RESERVES

Employee compensation reserve

The employee compensation reserve represents the value of shares held by an equity compensation plan that the Qantas Group is required to include in the
consolidated Financial Statements. This reserve will be reversed against share capital when the underlying shares vest in the empleyee. No gain or loss is
recognised in the Qantas Group Income Statement on the purchase, sale, issue or cancellation of the Qantas Group’s own equity instruments.

Hedge reserve

The hedge reserve comprises the effective partion of the cumulative net change in the fair value of cash flow hedging instruments related to hedged
transactions that have not yet occurred.

Fair value reserve

The fair value reserve inciudes the cumulative net change in the fair value of available-for-sale investments until the investment is derecognised.

Asset revaluation reserve

The asset revaluation reserve relates to property, plant and equipment measured at fair value in accordance with applicable Australian Accounting Standards.

Foreign currency translation reserve

The foreign currency translation reserve comprises all foreign exchange differences arising fram the translation of the Financial Statements of foreign
operations where their functional currency is different to the presentation currency of the reporting entity, as well as from the translation of liabilities that
form part of the Group's net investment in a foreign controlled entity.

HZO. Finance Lease and Hire Purchase Commitments

Qantas Graup Qantas
2006 2005 2006 2005
b1 M M M
Included in the Financial Statements as finance lease and hire purchase liabilities are the
present values of future rentals of the following:
Aircraft and engines 1,243.0 1,387.8 3,005.4 3.225.0
Computer and communications equipment 0.2 0.2 - -
1,243.2 1,388.0 3,005.4 3,225.0
Payable
Net later than one year 192.6 200.6 397.6 390.8
Later than one year but not later than five years 786.2 897.3 1,891.8 1,785.9
Later than five years 507.0 6153 1,337.4 1,807.7
1,485.8 1,7113.2 3,626.8 3,984.4
Less: future lease and hire purchase finance charges 242.6 3252 621.4 759.4
1,243.2 1,388.0 3,005.4 3,225.0
Lease and hire purchase liabilities provided for in the Financial Statements
Current liability {refer Note 16) 134.7 838 265.2 197.1
Non-current liability (refer Note 16) 1.108.5 1,304.2 2,740.2 3,027.9
1,243.2 1,388.0 3,005.4 3,225.0

The Qantas Group leases aircraft, buildings and plant and equipment under finance leases with expiry dates between one and 18 years. Mast finance leases
contain purchase options exercisable at the end of the lease term. The Qantas Group has the right to negotiate extensiens on most leases,
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H21. Operating Lease and Hire Commitments

Qantas Group Qantas
2006 2005 2006 2005
™ M M M
Future net operating lease and hire commitments not provided for
in the Financial Statements 2,7921 2,131.7 1,673.4 1,568.1
Payable
Not later than one year 534.9 427.6 355.4 325.3
Later than one year but not later than five years 1,309.2 1,042.2 77173 766.2
Later than five years 951.5 6111 542.6 4836
2,795.6 2,1409 1,675.3 1,575.1
Less: provision for potential under recovery of rentals on unused premises available
for sub-lease (included in Onerous Contract Provision} 35 9.2 19 1.0
2,1921 217 1.673.4 1,568.1
Operating lease commitments represent:
Cancellable operating leases 842.6 1,.025.8 835.4 1,017.5
Non-cancellable operating leases:
Aircraft leases 1,949.5 1,105.9 838.0 550.6
2,792.1 21317 1,673.4 1,568.1
Non-cancellable operating lease commitments, excluding unguaranteed residual
payments, not provided for in the Financial Statements:
Payable
Nat later than one year 405.2 2119 2216 171.9
Later than one year but not later than five years 963.0 641.2 435.6 3.0
Later than five years 581.3 192.8 174.8 7.7
1,949.5 1,105.9 838.0 550.6

The Qantas Group leases aircraft, buildings and plant and equipment under operating leases with expiry dates between one and 36 years. The Qantas Group

has the right 1o negotiate extensions on most leases.

H22. Capital Expenditure Commitments

M M M M
Capital expenditure commitments contracted but not provided for
in the Financial Statements:
Aircraft 9,801.3 4,246.4 9,783.2 4,232.2
Building works 101.3 155.7 100.6 147.7
Other 98.7 136.4 81.7 120.5
10,0013 4,538.5 9,965.5 4,500.4
Payable
Not later than one year 1,349.4 1,566.8 13171 1,557.1
Later than one year but not later than five years 8,651.9 2,917 8,648.4 2,9433
10,001.3 4,538.5 9,965.5 4,500.4

The above amounts exclude uncommitted aircraft purchase payments that may be made if cancellable aircraft options are exercised.
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H23. Contingent Liabilities

Details of contingent liabilities, where the probability of future payments is ot considered remote, are set out below. The Directors are of the opinion that
provisions are not required with respect to these matters, as it is not probable that a future sacrifice of ecanomic benefits will be required or the amount is not
capable of reliable measurement.

Qantas Group Qantas
2006 2005 2006 2005
M M M M
Guarantees and letters of comfort to support operating lease commitments
and other arrangements entered into with other parties by controlled entities 4.1 225 4.7 225
Guarantees and letters of comfort to support leveraged and aperating lease
commitments to other parties on hehalf of associates and jointly controlled entities 03 0.1 0.3 04
General guarantees in the normal course of business 119.9 1224 119.9 122.4
Contingent liabilities relating to current and threatened litigation 9.5 17.0 93 15.9
154.4 162.0 154.2 160.9

I] TERMINAL FUEL FACILITIES

The Qantas Group, together with other airlines, has entered into various agreements in order to facifitate the funding and installation of jet turbine fuel
hydrant systems and serminal equipment facilities at Los Angeles and Honolulu Airports. The airlines have jointly and severally agreed to repay any unpaid
halance (including interest) of the oans totalling $337.8 million (2005: $186.2 million) in the event the agreements are terminated prior ta expiry of the loans.

l] AIRCRAFT FINANCING

As part of the financing arrangements for the acquisition of aircraft, the Qantas Group has provided certain guarantees and indemnities 1o various lenders
and equity participants in leveraged lease transactions. In certain circumstances, including the insolvency of major international banks, the Qantas Group may
be required 1o make payments under these guarantees. The Qantas Group has guaranteed that the lessors will receive ail of the funds due to them under the
lease arrangements.

Qantas and certain controlled entities have entered into asset value underwriting arrangements with lenders under certain aircraft secured financings. These
arrangements protect the value of the aircraft security to the lenders to a pre-determined level. This is reflected by the batance of aircraft security deposits held
with certain financial institutions,

The Qantas Group has provided standard tax indemnities to the equity investors in certain leveraged leases. The indemnities effectively guarantee the after-tax
rate of retuen of the investors and the Qantas Group may be subject to additional financing costs on future lease payments if certain assumptions made at the
time of entering the transactions, including assumptions as to the rate of income tax, subsequently become invalid.

[1 FREIGHT INVESTIGATION

As part of its investigation into alleged price fixing in the air carge market, particularly relating to fuel and other surcharges, the US Department of Justice
(DOJ) has served subpoenas to produce documents on a number of cargo operators. As part of this investigation a subpoena was served on Qantas Freight in
the USA in May 2006. The ACCC, the Eurapean Commission (EC) and ather regulators are conducting similar investigations.

In addition 1o ensuring compliance with the DOJ subpoena, Qantas immediately undertook a detailed review of its cargo operations to review whether it had,
at all times, complied with the law. During this investigation, Qantas has learnt that the practice adopted by the cargo industry to fix and impose fuel
surcharges may have breached relevant international competition laws, Qantas is co-operating fully with all regutators and will be providing them with all
relevant information to permit them to undertake their investigations. At this stage, it is not possible to quantify any liability associated with this matter.

I] CONSTRUCTION DISPUTE

Qantas was issued with a notice of dispute in March 2005 in relation to a contract let by Qantas for design and construction of a Heavy Maintenance Hangar
a1 Brishane Airport. Proceedings were commenced against Qantas in respect of one aspect of thase ¢laims. In the Directors’ opinion, disclosure of any further
information would be prejudicial to the interests of Qantas,

“ UNREALISED GAINS/LOSSES - BACK-TO-BACK HEDGES

Where long-lerm borrowings are held in foreign currencies in which Qantas derives surplus net revenue, off-setting forward foreign exchange contracts have
been used to match the cash flows arising under the borrowings with the expected revenue surpluses used to hedge the borrowings. To the extent a gain or
loss is incurred, and the cash flow hedge is deemed effective, this is deferred in the hedge reserve until the net revenue is reafised. As at 30 June 2006, total
unrealised exchange gains on hedges of net revenue designated 1o service long-term debt were $184.8 million (2005; $228.4 million gains).
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ﬂ24. Superannuation

Qantas Group Qantas
2006 2005 2006 2005
I CHANGES IN THE PRESENT VALUE OF THE DEFINED BENEFIT OBLIGATION M $M M M
Opening defined benefit obligation 2,042.9 1,789.0 2,042,9 1,789.0
Current service cost 164.5 140.8 164.5 140.8
Interest cost 926 96.2 926 96.2
Actuarial {gains)/losses (112.2) 98.5 (112.2) 985
Exchange differences on foreign plans a3 {17.8) 8.3 (17.8)
Benefits paid (154.3) (63.8) (154.3) (63.8)
Closing defined benefit obligation 2,041.8 2,042.9 2,041.8 2,042.9
I CHANGES IN THE FAIR VALUE OF PLAN ASSETS
Opening fair value of plan assets 2,077.9 11,7126 2,077.9 1,7126
Expected return 136.9 124.4 136.9 124.4
Actuarial gains 179.7 1801 179.7 180.1
Exchange differences on foreign plans 6.6 {(12.9) 6.6 (12.9)
Contributions by employer 135.7 109.6 135.7 109.6
Contributions by plan participants 28,5 279 28.5 279
Benefits paid {154.3) (63.8) (154.3) {63.8)
Closing fair value of plan assets 24110 2,0779 2,411.0 2,077.9
EXPENSE RECOGNISED IN THE INCOME STATEMENT
Service cost 148.2 125.0 148.2 125.0
Interest cost 92.6 96.2 92.6 96.2
Members’ contribution {28.5) (27.9} (28.5) (27.9)
Expected return on plan assets (136.9) (124.4) {136.9) (124.4}
Actuarial losses 0.1 - 0.1 -
Increase in allowance for contributions tax on net liability 12.8 12.3 12,9 12.3
Expenses 3.3 33 33 313
Total included in employee benefit 91.7 845 91.7 84.5
THE MAJOR CATEGORIES OF PLAN ASSETS AS A PERCENTAGE OF TOTAL PLAN
ASSETS ARE AS FOLLOWS; [ % L7 %
Equity instruments 73 73 73 73
Debt instruments 19 20 19 20
Property 8 7 8 7

The Qaatas Superannuation Plan (QSP) is a hybrid defined benefit/defined contribution fund within 13 separate divisions which commenced operation in June
1939. The total fund value as at 30 June 2006 s $5.8 billion. In addition to the QSP there are a number of small offshore defined benefit plans. The Australian
Airlines Flight Engineers' Superannuation Plan was wound up with effect from 1 July 2005.

The Qantas Group makes contributions to defined benefit superannuation plans that provide defined benefit amounts for employees upon retirement. Under the
plans, employees are entitled to retirement benefits determined, at least in part, by reference to a formula based on years of membership and salary levels. The
total plan assets include financial instruments issued by Qantas with a fair value of $15.1 million {2005: 526.7 million). Plan assets also include an investrnent
in a Trust which owns a 50 per cent interest in preperty occupied by the Qantas Group. The value of this investment is $17.4 million (2005: $10.0 million).
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Qantas Group Qantas
2006 2005 2006 2005
I RECOMNCILIATION TO THE BALANCE SHEETS M 11 M M
Present value of defined benefit obligation 2,041.8 2,042.9 2,041.8 2,042.9
Fair value of plan assets 2,411.0 2.077.9 2,411.0 20779
Surplus {369.2) {35.0) {369.2) (35.0)
Unrecognised actuarial gains 376.5 86.4 376.5 66.4
Recognised liability for defined benefit obligation 73 51.4 7.3 514
I HISTORICAL AMOUNTS
Detined benefit obligation 2,041.8 2,042.9 2,041.8 2,042.9
Plan assets 2.411.0 2,077.9 24110 2,077.9
Surplus 369.2 356 369.2 35.0
Experience adjustments on plan liabilities 3.9 {63.6) 3.9 (63.6)
Experience adjustments on plan assets 179.7 1801 179.7 180.1
PRINCIPAL ACTUARIAL ASSUMPTIONS AT BALANCE DATE
{EXPRESSED AS WEIGHTED AVERAGES) % Y% o o
Discount rate 5.8 5.1 5.8 5.1
Expected return on plan assets 7.0 1.2 7.0 1.2
Future salary increases 3.2 3.0 3.2 3.0

The expected long-term rate of return is based on the portfolio as a whale and nat on the sum of the returns on individual asset categories. The return is based
exclusively an historical returns, without adjustments.

I NET FINANCIAL POSITION

in accordance with AAS 25 Financial Reporting by Superannuation Plans, the plan's net financial position is determined as the difference between the present
value of the accrued benefits and the net market value of plan assets. The net surplus determined in the plan’s most recent actuarial assessment (30 June 2005)
was $139.0 millicn,

I EMPLOYER CONTRIBUTIONS

The objective of funding is to ensure that the benefit entitlements of members and other beneficiaries are fully funded by the time they beceme payable. To
achieve this objective, the actuary has adopted a method of funding benefits known as the aggregate funding method. This funding method seeks to have
benefits funded by means of a total contribution which is expected to be a constant percentage of members’ salaries over their working lifetimes.

Using the funding method described above, and particular assumptions as to the plan’s future experience {as detailed below), the actuary recommended in the
actuarial review as at 30 June 2005, the payment of employer cantributions to the plan of 13.0 per cent of salaries for all employees including members of the
defined benefit section.

The Qantas Group expects to contribute 13.0 per cent to its superannuation plans in the 2007 financial year,

The economic assumptions used by the actuary to make the funding recommendations were a long-term investment earning rate of 7.0 per cent per annum
and a salary increase rate of 3.2 per cent per annum.
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”25. Key Management Personnel and Executive Equity Benefits

I DETAILS OF KEY MANAGEMENT PERSQONNEL

The Key Management Personnel (KMP) of the Qantas Group during the year were:
Margaret Jackson, AC, Chairman

Geoff Dixon, Chief Executive Officer

Peter Gregg, Chief Financial Officer and EGM Strateqy

Paul Anderson, Non-Executive Director

Mike Codd, AC, Non-Executive Director

Peter Cosgrove, AC, MC, Non-Executive Director (appointed 6 July 2005)
Patricia Cross, Non-Executive Director

Garry Hounsell, Non-Executive Director

lim Kennedy, AQ CBE, Non-Executive Director (retired 30 June 2006}
James Packer, Non-Executive Director

John Schubert, Non-Executive Director

Denis Adams, EGM Associated Businesses {ceased 31 December 2005)
John Borghetti, EGM Qantas

Kevin Brown, EGM People

David Cox, EGM Qantas Engineering

Grant Fenn, EGM Associated Businesses

Alan Joyce, Chief Executive Officer Jetstar

James Strong, AQ was appointed as a Non-Executive Director effective 1 July 2006.

I KEY MANAGEMENT PERSONNEL REMUNERATION

The aggregate remuneration of the KMP of the Qantas Group and Qantas is set out below;

Qantas Group Qantas
2006 2005 2006 2005
$ $ $ $
Short-Term Employee Benefits 13,051,473 12,472,858 12,163,132 11,554,835
Post-Employment Benefits 3,360,335 3,567.9M 3,147,708 3,257,742
Other Long-Term Benefits 716,324 379,930 690,605 345,772
Termination Benefits 1,358,022 - 1,358,024 -
Share-Based Payment 3,655,992 3,048,626 3,359,149 2,892,367
22,142,148 19,469,315 20,718,618 18,050,716

Information regarding individual Directors’ and Key Management Executive's remuneration is set out in the Remuneration Report section of the Directors’
Report on pages 61 to 62.

i EQUITY INSTRUMENTS

Set out in the following tables are the haldings of equity instruments granted as remuneration to KMP by Qantas. Non-Executive Directors do ot receive any
remuneration in the form of share-based payments. Na ather KMP or related party directly, indirectly ar beneficially held any other shares, options or rights in
the Qantas Group other than as set out below. Other than share-based payment compensation, all equity instrument transactions between the KMP, inctuding
their related parties, and Qantas during the year have been on an arm's length basis.
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PERFORMAMNCE SHARE PLAN (PSP}

Details of entitlements over shares in Qantas provided as remuneration during the year to each Executive Director and Key Management Executive are set out

below. Eor more information on the operation of the PSP, see page 58.

Number of
Number of Performance
Value Performance Shares Vested Not

KEY MANAGEMENT Grant  at Grant Balance at  Shares Granted  and Transferred Balance at  Available  Availahle
PERSONNEL Date Date 30 June 2005  during the Year  during the Year 30 June 2006 to Call to Call
Geoff Dixon 17 Aug 05 $3.29 - 150,000 - 150,000 75,000 75,000
210a04 $3.34 150,000 - - 150,000 - 150,000
150,000 150,000 - 300,000 75,000 225,000
Peter Gregg 17 Aug 05 $3.29 - 90,000 - 90,000 45,000 45,000
21 Oct 04 $3.34 90,000 - (45,000) 45,000 - 45,000
90,000 90,000 {45,000) 135,000 45,000 90,000
Denis Adams 17 Aug 05 $3.29 - 35,000 {35.000) - - -
18 Aug 04 $3.32 35,000 - (35,000} - - -
35,000 35,000 (70,000} - - -
John Borghetti 17 Aug 05 $3.29 - 60,000 - 60,000' 60,000 -
18 Aug 04 $3.32 55,000 - - 55,000 27,500 27,500
55,000 60,000 - 115,000 87,500 27,500
Kevin Brown 17 Aug 05 $3.29 - 35,000 - 35,000 35,000 -
18 Aug 04 $3.32 35,000 - - 35,000 17,500 17,500
35,000 35,000 - 70,000 52,500 17,500
David Cox 17 Aug 05 $3.29 - 30,000 - 30,000" 30,000 -
18 Aug 04 $3.32 30,000 - - 30,000 15,000 15,000
30,000 30,000 - 60,000 45,000 15,000
Grant Fenn 17 Aug 05 $3.29 - 35,000 - 35,000" 35,000 -
18 Aug 04 §3.32 35,000 - - 35,000 17,500 17,500
35,000 35,000 - 70,000 52,500 17,500
Alan Joyce 17 Aug 05 $3.29 - 35,000 - 35,0007 35,000 -
18 May 05 $3.18 25,000 - - 25,000 12,500 12,500
18 Aug 04 $3.32 30,000 - - 30,000 15,000 15,000
55,000 35,000 - 90,000 62,500 27,500

1 Up to one-half of these deferred shares may be "called for™ from 1 July 2006.

No amount has been paid, or is payable by the Executive in relation to these deferred shares.
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[ 25. Key Management Personne!l and Executive Equity Benefits wninued

I PERFORMANCE RIGMTS PLAN (PRP)

Details of Rights over Qantas shares and vesting criteria for each Executive Director and Key Management Executive are set out below. For more information on
the operation of the PRP. including DSP Terms & Conditians, expiry dates and a summary of the performance criteria to be met prior to vesting, refer to page 59.

Number of

Number of Performance

Performance Performance Rights Vested
KEY MANAGEMENT Fair Value at Balance at  Rights Granted  Rights Forfeited  and Transferred Balance at
IiERSONNEL Grant Date Grant Date 30 June 2005 during the Year  during the Year during the Year 30 June 2006
Geoff Dixon 21 0ct 04 §2.281 450,000 - - - 450,000
16 Oct 03 $3.042 125,000 - - - 125,000
575,000 - - - 575,000
Peter Gregg 17 Aug 05 $1.98! - 90,000 - - 90,000
21 0ct 04 $2.28 90,000 - - - 90,000
16 Oct 03 $3.042 80,000 - - - 80,000
170,000 90,000 - - 260,000
Denis Adams 17 Aug 05 §1.98 - 50,000 (50,000) - -
18 Aug 04 §2.25 40,000 (40,000} - -
150c¢t 03 $3.09? 35.000 - (35.000) - -
75,000 50,000 (125,000) - -
lohn Borghetti 17 Aug 05 §1.98' - 75,000 - ~ 75,000
18 Aug 04 $2.259 60,000 - - - 60,000
15 0ct 03 $3.09? 40,000 - - - 40,000
100,000 75,000 - - 175,000
Kevin Brown 17 Aug 05 $1.98 - 50,000 - - 50,000
18 Aug 04 $2.25! 40,000 - - - 40,000
15 0ct 03 $3.09¢ 30,000 - - - 30,000
70,000 50,000 - - 120,000
David Cox 17 Aug 05 $1.98" - 40,000 - - 40,000
18 Aug 04 $2.25! 45,000 - - - 45,000
10 Dec 03 $2.861 20,000 - - - 20,000
65,000 40,000 - - 105,000
Grant Fenn 17 Aug 05 $1.98 - 50,000 - - 50,000
18 Aug 04 $2.25' 45,000 - - - 45,000
15 Oct 03 $3.097 35,000 - - - 35,000
80,000 50,000 - - 130,000
Alan Joyce 17 Aug 05 $1.98 - 50,000 - - 50,000
18 Aug 04 $2.15" 35,000 - - - 35,000
10 Dec 03 §2.867 20,000 - - - 20,000
55,000 50,000 - - 105,000

1 The fair value of Rights granted under Plans post 1 July 2004 is calculated at the date of grant using a Monte-Carlo Valuation Methodology.

2 The estimated value of Rights granted under Plans before 1 July 2004 is calcutared at the date of grant using the Black-Scholes Option Valuation Methodology. The total value
reflects a 75 per cent prabability of achievement. The Rights granted under the 2003/04 Award may vest after 28 August 2006, subject to a testing date of 30 June 2006,

All Rights were granted with a nil exercise price and subject to the achievement of the Performance Hurdle may be converted on a one-for-one basis to Qantas

shares. No Rights were exercised during the year 1o 30 June 2006. No amount has been paid, or is payable by the Executive, in relatfan 1o these Rights.

At 30 June 2008, no Rights had vested.
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I 2002 EXECUTIVE DIRECTOR LONG-TERM INCENTIVE PLAN {EXEC DIRECTOR LTI) AND SENIOR MANAGER LONG-TERM INCENTIVE PLAN (SEN MGR LTI}

The number of Qantas shares provided as remuneration under the Exec Director (Tl and Sen Mg LTI to each Executive Director and Key Management Executive
is set out below. No deferred shares were granted under these Plans in the year ended 30 June 2006. For more information on the operation of the Exec
Director LTI and Sen Mgr LTI, see page 60.

Number of Performance

Balance at shares Vested and Transferred Balance at

hEY MANAGEMENT PERSONNEL Grant Date 30 June 2005 during the Year 30 June 2006
Geoff Dixon 17 Oct 02 250,000 {250,000) -
Peter Gregg 17 0ct 02 150,000 - 150,000
Denis Adams 31 Dec 02 70,000 (70,000) -
John Barghetti 31 Dec 02 80,000 - 80,000
Kevin Brown 31 Dec 02 60,000 - 60,000
David Cox 10 Jan 03 30,000 - 30,000
Grant Fenn 31 Dec 02 60,000 - 60,000
Alan Joyce 10 Jan 03 30,000 - 30,000

No amounts have been paid or are payable by the Executives in refation to the deferred shares.

I 2002 EXECUTIVE DIRECTOR LONG-TERM INCENTIVE PLAN (EXEC DIRECTOR LTI)

The number of Qantas Rights provided as remuneration under the Exec Director LTI to each Executive Director is set out below. No Rights were granted under
this Plan in the year ended 30 June 2006. For more information on the operation of the Exec Director LTL, see page 60.

Number of Performance

Balance at Rights Vested and Transferred Balance at

Grant Date 30 June 2005 during the Year 30 June 2006

Geoff Dixon 17 Oct 02 2191 (27,777} -
Peter Gregg 17 Oct 02 16,666 - 16,666

All Rights were grarted with a nil exercise price and may be converted on a one-for-one basis to Qantas shares. No amounts have been paid or are payable by
the Executive Directars in relation to the Rights,

I QANTAS LONG-TERM EXECUTIVE INCENTIVE PLAN (QLTEIP)

Details of entitlements over shares in Qantas pravided as remuneration under QLTEIP to each Executive Director and Key Management Executive are set out
below. For more information on the operation of the QLTEIR. see page 60.

Number of Number Number

Entitlements Balance at Balance at Vested at Unvested at

Granted 30 June 2005 Lapsed Exercised 30 June 2006 30 June 2006 30 lune 2006

Geoff Dixon 2,045,000 1,983,687 (244,995} {1,255,005) 433,687 483,687 -
Peter Gregg 838,000 828,100 (122,497} {627,503} 78,100 78,100 -
Denis Adams 518,000 508,100 {70,231) {359,769) 78,100 78,100 -
John Borghetti 518,000 508,100 {70,231} {359,769) 78,100 78,100 -
Kevin Brown 350,000 350,000 - (175,000} 175,000 - 175,000
David Cox 518,000 508,100 (70,231) (359,769) 78,100 78,100 -
Grant fenn 496,000 488,575 (70,231) - 418,344 418,344 -
Alan Joyce 220,000 220,000 {35,933) (184,067) - - -

1 These Entitlements Japsed on 1 july 2006.
No further vesting occurred for Executives in the year to 30 June 2006. All vested Entitlements may be converted into Qantas shares, however, this is not on a
ane-for-ane basis, At the time QLTEIP Entitlements lapsed, they were out-of-the-maney.
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”25. Key Management Personnel and Executive Equity Benefits wntinued

I EQUITY HOLDINGS AND TRANSACTIONS

The movement during the year in the number of Qantas shares held directly, indirectly or beneficially, by each KMP, including their related parties, is as follows:

If MANAGEMENT Interest in Shares at Awarded as Rights / Entitlements Other Interest in Shares at
PERSONNEL 30 June 2005 Remuneration® Converted to Shares Change? 30 June 2006
Margaret Jackson 147,338 - - - 147,338
Geotf Dixon 817,278 150,000 201,043 - 1,168,321
Peter Gregg 346,730 9¢,000 86,633 - 523,363
Paul Andersan 25,000 - - - 25,000
Mike Codd 12,236 - - 754 12,990
Peter Cosgrove - - 2,057 2,057
Patricia Cross 2,163 - - - 2,163
Garry Hounsell 10,854 - - 1,902 32,756
Jim Kennedy 1,975 - - - 1,975
James Packer - - - 91,444 51,444
John Schubert 34,753 - - - 34,753
Denis Adams 122,626 35,000 - {2,154) 155,4723
John Borghetti 167,141 60,000 49,669 {12,472) 264,338
Kevin Brown 95,000 35,000 32,491 - 162,491
David Cox 63,897 30,000 49,669 1,675 145,241
Grant Fenn 113,555 35,000 - 1,145 149,700
Alan Joyce 85,273 35,000 17,110 - 137,383

| See details of the PSP on page 110 in this Note.
2 Other change includes shares acquired through the Qantas DRP, purchased, sold or lapsed.
3 The number shown is as at 31 December 2005. My Adams is no tanger considered 10 be a KMP fram that date.

I LOANS AND OTHER TRANSACTIONS WITH KEY MANAGEMENT PERSCNNEL

Loans

No KMP or their related parties held any loans from the Gantas Group during or at the end of the year.

Other Transactions with the Qantas Group

Related Party Disclosures

Roger Donazzan, related party to Ms fackson, is Chairman of Harmony Resorts Niseko Pty Ltd (HRN). During the year, the Qantas Group provided to Hanazano,
a related entity to HRN, four return economy airfares between Japan and Australia. The estimated value of this transaction was $6,400. This sponsorship was
on commercial arms length terms,

Paul Meadows, related party to Mrs Cross, is a Partner of Aflens Arthur Robinson. Mr Meadaws performs no work for Qantas. No legat fees were paid to Allens
Arthur Robinson Group during the year (2005: $240). All transactions between the Qantas Group and Allens Arthur Robinson are conducted on normal
commercial terms.

The Publishing and Broadcasting Limited (PBL} Group' is a related entity 1o Mr Packer. During the year, PBL purchased air travel of $13.5 million {2005:812.6
million) and advertising revenue of $9.8 million {2005: $6.8 million} from the Qantas Group. The Qantas Group purchased directly or indirectly advertising
services from PBL of $2.5 million {2005: $2.1 million) during the year, of which $675,000 was with Qantas. In addition, the Qantas Group and PBL have various
sponsorship contra arrangements in place for advertising and sponsorship. The value of these contra arrangements for Qantas was $63,00G and an additional
$210,000 for other entities within the Qantas Group. During the year, Qantas spent $1.0 million with Crown Limited and $1.6 miltion with ACP Publishing Pty
Ltd, All transactions were conducted on normal commercial terms,

1 The PBL group of companies consists of Consolidated Press Holdings Lid, Nine Network, ACP Magazines, Crown Casino, Burswood Casing, Ticketek, Hoyts and PremierMediaGroup.
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[| sHARE-BASED PAYMENT

The DSP Terms & Conditions were approved by shareholders at the 2002 AGM. The DSP governs the provision of equity benefits to Executives within Qantas.
Any modifications 1o the DSP Terms & Conditions are outlined on page 58.

I] PERFORMANCE RIGHTS PLAN

The PRP is specifically targeted to Senior Executives in key roles or other participants who have been identified as high potential Executives.

Rights granted under this Plan are subject to Performance Hurdle, being TSR in comparison to a basket of listed glabal airlines and the largest Australian
listed public companies as measured by the S&P/ASX 100 Index. The TSR will first be tested three years after the Rights are granted and re-tested, if necessary,
at quarterly intervals over the subsequent two-year period. Vesting of the Rights granted under the 2003/04 Award are subject to a Performance Hurdle based
on the achievement of the three year average annual RoTGA targets for the three years to 30 June 2006. If the target is not met, or the Executive ceases
employment prior ta vesting, all of the Rights granted will lapse.

All Rights are redeemable on a one-for-one basis for Qantas shares, subject to the achievement of the Performance Hurdle. Dividends are not payable on the Rights.

2006 2005

Number of Number of

[I PERFORMANCE RIGHTS RECONCILIATION Rights Rights
Rights outstanding at 1 July 3,476,500 1,586,000
Rights granted during the year 1,662,000 1,959,500
Rights forfeited during the year (548,500} (69,000)
Rights exercised during the year - -
Rights expired during the year - -
Rights outstanding at 30 June 4,590,000 3,476,500
Rights exercisable at 30 June 1,351,500 -

All Rights were granted with a nil exercise price. No amount has been paid, or is payable by the Executive, in relation to these Rights. During the year, no
Rights were exercised {2005: nil). 1,351,500 Rights may vest after 28 August 2006, subject ta a testing date of 30 June 2006. For more information on the
operation of the PR, see page 59.

Fair Value Calculation

The estimated value of Rights granted under Plans before 1 July 2004 is calculated at the date of grant using the Biack-Scholes Option Valuation Methodology.
The estimated value of Rights granted under PYans post 1 July 2004 is calculated at the date of grant using a Mente-Carlo Valuation Methodology.

The weighted average fair value of Rights granted during the year was $2.44 (2005: $2.37).

Monte-Carlo Valuation

Inputs into the Models 2006 2005
Weighted average share value 3.57 3.50
Expected volatility 16-18% 18-22%
Dividend yield 5.5% 5.1%
Risk-free interest rate 5.2% 5.2%

The volatility range was determined having regard to the historical 1-2 year volatility of Qantas and the implied volatility on exchange traded options. The risk
free rate was the yield on a five year Australian Government Bond. The expected life assumes immediate exercise after vesting.
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”25. Key Management Personnel and Executive Equity Benefits cwominued

I SHARE-BASED PAYMENT conminuep

I PERFORMANCE SHARE PLAN

The PSP delivers deferred shares 1 employees upon the achievement of a Balance Scorecard relating to Customer, Operational, People and Financial
performance. The actual incentive earned is based on a combination of Qantas’ results and individual performance, Performance of the Qantas Greup against
the Balanced Scorecard determines the amount (if any) of the pool of shares available for payment.

Deferred shares awarded under this Pian are purchased an-market or issued and are held subject to a holding lack for 10 years. Participants may "call for” the
deferred shares prior to the expiration of the holding lock but not before the end of the financial year in relation to up to one-half of the deferred shares and
the end of the following financial year in relation to the remaining deferred shares. Generally, any shares hald subject to the holding lock are farfeited on
cessation of employmen.

2006 2005
Number of Weighted Average Number of Weighted Average
bHARES ISSUED Shares Fair Value Shares Fair Value
Performance shares granted — 17 Aug 2005 3,055,257 3.29 - -
Performance shares granted — 18 May 2005 - - 25,000 3.18
Performance shares granted - 17 Dec 2004 - - 215,660 3.66
Performance shares granted — 21 Oct 2004 - - 240,000 334
Performance shares granted - 20 Aug 2004 - - 1,862,743 3.25
Performance shares granted - 18 Aug 2004 - - 335,000 332

Shares are valued based on the volume weighted average price of Qantas shares as traded on the ASX for the seven calendar days up to and including the
date of aflocation. Expected dividends are not taken inte accaunt when calculating the fair vaiue. For further detail an the eperation of the PSP, see page 58,

IiENIOR MANAGER LONG-TERM INCENTIVE PLAN

Certain Executives were awarded a number of deferred shares subject ta a four-year holding lock provided the Executive remains employed by the Qantas
Group. These shares zre held on behalf of each Executive by the Trustee until the expiry of the holding lock period. No awards have been made under this plan
since April 2003. Additional detail on this plan is available on page 60.

2002 EXECUTIVE DIRECTOR LONG-TERM INCENTIVE PLAN

In 2002, the CEQ and CFO sacsificed part of their bonus into deferred shares subject 1o a holding lock until 31 December 2005 for the CEQ and 20 August 2006
for the CFO. These shares will be hetd on behalf of each Execative Directar by the Trustee until the expiry of the holding lock period. Under a matching award,
they were granted cne Right for every nine Shares allocated, No awards have been made under this plan since December 2002.

QANTAS LONG-TERM INCENTIVE PLAN

Entitlements under QLTEIP were granted before 7 November 2002, The recognition and measurement principles in AASB 2 have not been applied to these
Entitlements in accordance with the transitional provisions in AASB 1.

Under QLTEIP, certain Executives were granted Entitlements to unissued shares in Qantas in the years ended 30 June 2000, 2001 and 2002, Vesting is based
on Qantas relative TSR compared to ASX 200 tndustrials Index and a basket of global airlines. Entitlements may vest between three and five years following
award date and are generally conditional on the Executive remaining employed. To the extent that Entitiements vest, they may be converted into shares within
eight years of the award date in proportion to the gain in share price. Entitlements will lapse on the eighth anniversary of the date of award,

Qantas Group Qantas
2006 2005 2006 2005
hQUIW BENEFIT EXPENSES M M M M
Expenses arising from equity settled share-based payments 13.8 10.5 31 2.5
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HZG. Particulars in Relation to Controlled Entities

Qantas Group
Ownership Interest

Country of 2006 2005

Ref ABN/ACN Incorperation % %

738 Leasing 1 Pty Limited 33099 119 641 Australia 100 100
738 Leasing 2 Pty Limited 71099119 803 Australia 100 100

AAL Aviation Limited 1 83 008 642 886 Australia 100 100
Star Handling Services Pty Limited 1.2 32010434 296 Australia 100 100
Australian Airlines Express Courier Pty Limited 1,2 010 435 202 Australia 100 100
ARANS Superannuaticn Pty Limited 3 064 235 892 Australia - 100
AAFE Superannuation Pty Limited 064 186 214 Australia 100 100

TAA Superannuation Pty. Ltd. 065 318 461 Australia 100 100
Australian Regional Airlines Pty. Ltd. 1 25 006 783 633 Australia 100 100
Australian Wetleasing Operations Pty Limited 1.2 15 094 477 077 Austealia 100 100

Sunstate Airlines (Qld) Pty. Limited 1 82 009 734 703 Australia 100 100

Southern Australia Airlines Pty Ltd 1 38 006 604 217 Australia 100 100

Airlink Pty Limited 1 76010812316 Australia 100 100
Austrakian Regional Airlines (Qld) Pty. Ltd. 1,2 010 795 347 Australia 100 100

Air Queensland Pty. Ltd. 2 009 656 599 Australia 100 100

Eastern Australia Airlines Pty. Limited 1 77 001 599 024 Australia 100 100

ACN 000 199 468 Pty Limited 1.2 000 199 463 Australia 100 100

Impulse Airlines Holdings Praprietary Limited 1 67 090 590 024 Australia 100 100

Impulse Airlines Austsalia Pty Ltd 1 17 090 379 285 Australia 100 100

Jetstar Airways Pty Limited 1 33069720 243 Australia 100 100

impulse Communications Pty Limited 1 64 003 901 353 Australia 100 100

First Brisbane Airport Proprietary Limited 1 60006912 116 Australia 100 100
Second Brishane Airport Proprietary Limited 1 49 006 912 072 Australia 100 100

First Brisbane Airport Unit Trust nfa 100 100
Second Brishane Airport Unit Trust nia 100 100

TAA Aviation P1y. Ltd. 1 17 008 596 825 Australia 100 100
Nastam Pty. Limited 2 003 337497 Australia 100 100

In Tours Airline Unit Trust No 1 nfa 100 100

Denmell Pty. Limited 1 24 008 636 093 Australia 100 100

Denmint Pty. Limited 1 22 008 636 084 Australia 100 100

Denmost Pty. Limited 1.2 41 008 636 100 Australia 100 100

Denold Pty. Limited 1 64 008 636 262 Australia 100 100

Denpen Pty. Limited 1 66 008 636 271 Australia 100 100

Denpet Pty. Limited 1 60 008 636 244 Australia 100 100

Denpaost Pty. Limited 1 58 008 636 235 Australia 100 100

Denrac Pty. Limited 1 56 008 636 226 Australia 100 100

Densale Pty. Limited 1,2 45 (08 636 182 Australia 100 100

Denseed Pty. Limited 1 39 008 636 155 Australia 100 100

Denshore Pty. Limited 1,2 37008636 146 Australia 100 100

Densip Pty. Limited 1.2 35008 636 137 Australia 100 100
Densound Pty. Limited 1,2 33008 636 128 Australia 100 100
oneworld Handling Services Pty Limited 1.2 30 008 606 960 Ausiralia 100 100

Engine No. 9 Pty. Ltd. 1,2 24 008 606 997 Australia 100 100

A.C.N. 009 864 546 Pty Limited 2 009 864 546 Australia 100 100
Airconnex Pty Limited 1,2 23 (95093011 Australia 100 100
Asia Pacific Distribution Limited 1.2 70 003 696 973 Australia 100 100
Australian Airlines Limited 1 85 099 625 304 Australia 100 100
BD No 1 Limited Cayman Islands 100 100
Express Freighters Australia (Operations) Pty Limited 1,5 119093 999 Australia 100 -
Express Freighters Australia Pty Limited 1,46 73 003 613 465 Australia 100 100
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ﬂ 26. Particulars in Relation to Controlled Entities continves

Qantas Group
Ownership Interest

Country of 2006 2005

Ref ABN/ACN Incorporation % %

Express Ground Handling Pty Limited 1 19107 638 326 Australia 100 100
Jatconnect Limited New Zealand 100 160
Qantas Investments {NZ) Limited New Zealand 100 100
Jetstar Asia Holdings Pty Limited 86 108 623 123 Australia 100 100
Kurrajong Limited Cayman Islands 100 100
Mitokal Pty. Limited 1.2 98 008 658 722 Australia 100 100
QH Tours Ltd 1 §1 001 262 433 Australia 100 100
Holiday Tours and Travel Pte L1d Singapare 75 75
Jetabout Holidays Pte Ltd Singapaore 75 7%

Tour East Singapore (1996) Pte Ltd Singapore 75 75

Tour East {Hong Kong) Limited Hong Kong 75 75

PT Biro Perjalanan Wisata Tour East Indonesia Indonesia 60 60

PT Pacto Holiday Tours Indonesia 525 52.5

Holiday Tours and Travel Ltd Taiwan 75 75

Holiday Tours and Travel Limited Hong Kong 75 75

Hangda Consuiting {Shanghai) Co. Ltd China 75 75

Holiday Tours and Travel (Korea) Limited Korea 56.25 56.25

QH International Co, Limited Japan 100 100
Jetabout Japan Inc Japan 100 100

QH Tours {UK) Limited United Kingdom 100 100
Qantas Holidays Limited ] 24003 836 459 Australia 100 100
Qantas Viva! Holidays Pty Limited 4 82 003 857 332 Australia 100 100

QH Cruises Py, Limited. 1 13 003 895 556 Australia 100 100
Qanfad Pty Limited 1 071 955578 Australia 100 100
Qanlease Limited 1 78 064 157 839 Australia 100 100
Qantair Ltd 18 44 000 090 639 Australia 100 100
Qantas Airline Systems and Research Limited 1,2 28 055 910 962 Australia 100 100
Qansas Cabin Crew (UK) Limited United Kingdom 100 100
Qantas Defence Services Pty Limited 1 53 090 673 466 Australia 100 100
QDs Richmond Pty Ltd 1 58 092 691 140 Australia 100 100
Qantas Flight Catering Holdings Limited 1 340032 836 440 Australia 100 100
Qantas Flight Catering Limited 1 35003 530 685 Australia 100 100
Caterair Airport Services Pty. Limited f 51 GG8 646 3062 Australia 160 100
Caterair Airport Services {Sydney) Pty Limited 37062 648 140 Australia 100 100

Airport Infrastructure Finance Pty, Limited 14011 071 248 Australia 100 100

Waruda Haldings Pty Limited 7 47 072 876 503 Australia 100 100

Cairns Wholesale Bakery and Patisserie Pty Limited 7 28 072 876 487 Australia 100 100

Qantas Information Technology Ltd 1 99 000 005 372 Australia 100 100
Qantas Superannuation Limited 47 003 806 960 Australia 100 100
QF 738 Leasing 5 Pty Limited 75100 511 706 Australia 100 100
QF 738 Leasing & Pty Limited 83100511 742 Australia 100 100

QF 744 Leasing 1 Pty Limited 2 41100 511 564 Australia 100 100
QF 744 Leasing 2 Pty Limited 2 54 100 511 617 Australia 100 100

QF 744 Leasing 3 Pty Limited 18100 511 466 Australia 100 100
QF 744 Leasing 4 Pty Limited 24100 511 493 Australia 100 100

QF 744 Leasing S Pty Limited 2 12100511 439 Australia 100 100
QF 744 Leasing 6 Pty Limited 2 $6 100 511 457 Australia 100 100

QF A332 Leasing 1 Pty Limited 11100511 813 Australia 100 100
QF A332 Leasing 2 Pty Limited 13100 511 886 Australia 100 100
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Qantas Group

Ownership Interest

Country of 2006 2005

Ref ABN/ACN Incorporation % %

QF A332 Leasing 3 Pty Limited 86 100 510 503 Australia 100 100
QF A332 Leasing 4 Pty Limited 84 100 510 558 Australia 100 100

QF A332 Leasing 5 Pty Limited 22100510674 Australia 100 100
QF A332 Leasing 6 Pty Limited 35100510727 Australia 100 100

QF A333 Leasing 1 Pty Limited 2 49 100510 790 Australia 100 100
QF A333 Leasing 2 Pty Limited 2 56 100 510 816 Australia 100 100

QF A333 Leasing 3 Pty Limited 50 100 510 352 Australia 100 100
QF A333 Leasing 4 Pty Limited 44100 510 389 Australia 100 100

QF A388 Leasing 1 Pty Limited 62100 510 843 Australia 100 100
QF A388 Leasing 2 Pty Limited 66 100 510 861 Australia 100 100

QF Dash 8 Leasing Pty Limited 86 107164 750 Australia 100 100
Snap Fresh Pty Limited 1 55 092 536 475 Australia 100 100
Southern Cross Insurances Ple Limited Singapore 100 100
Thai Air Cargo Holdings Pty Limited 19112 083 584 Australia 100 100

1 Pursuant 1o ASIC Class Order 98/1418 (as amended), these controlled entities are relieved from the Corporations Act requirements for preparation, audit and ladgement ot
Financial Reports.

7 On 11 May 2006, ASIC approved applications fram these companies to be voluntarily deregistered pursuant ta section 601AA of the Corporatians Act. Cn 23 tuly 2006, these
companies were deregistered.

3 On 31 July 2005, ARANS Superannuation Pty Limited was voluntarily deregistered pursuant to section 601AA of the Corporations Act.

4 On 31 May 2006, ASIC approved applications from these companies to convert to proprielary companies. On 20 July 2006, these campanies converted to proprietary companies.
S Express Freighters Australia (Operations) Pty Limited was incorporated on 11 April 2006.

& Qantas Limited thanged its name to Express Freighters Australia Limited on 18 May 2006.

7 On 4 June 2006, these companies were voluntarily deregistered pursuant to section 601AA of the Corporations Act.

8 On 2 August 2006, ASIC appraved an application from this company to be voluntarily deregistered pursuant to section 601AA of the Corporations Act.

ﬂ27. Deed of Cross Guarantee

Pursuant ic ASIC Class Order 98/1418 (as amended), the wholly-owned controlled entities identified in Note 26 are relieved from the Corporations Act
requirements for preparation, audit and lodgement of Financial Reparts and Directors’ Reports.

It is a condition of the Class Order that Qantas and each of the controlled entities in the Class Order enter into a Deed of Cross Guarantee. The effect of the
Deed is that Qantas guarantees to each creditor payment in full of any debt in the event of winding-up of any of the controlled entities under certain
provisions of the Corporations Act. If a winding-up occurs under other provisions of the Act, Qantas will only be liable in the event that after six months any
creditor has not been paid in full. The controlled entities have alse given similar guarantees in the event that Qantas is wound-up.

The Deed was first entered into by the controlled entities on 4 June 2001 and subsequently additional controlled entities became party to the Deed by way
of Assumption Deeds on 17 June 2002 and 26 June 2006.

A consolidated Income Statement and consolidated Balance Sheet, comprising Qantas and controlled entities which are a party to the Deed, after eliminating
all transactions between parties to the Deed, are set out below and on the next page respectively:
Consolidated

2006 2005

H INCOME STATEMENT M M
Profit before related income tax expense 671.1 889.4
Income tax expense 183.8 2208
Profit for the year 487.3 668.6
Retained earnings at 1 July 1,273.2 957.5
Impact of initiak adoption of AASB 132 and AASB 133 (36.2) -
Dividends to members (402.1} {352.9}
Retained earnings at 30 June 1.322.2 1,273.2
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for the year ended 30 June 2006

H27. Deed of Cross Guarantee continued

Consolidated

2006 2005
I BALANCE SHEET M M
Current assets
Cash and cash equivalents 2,856.5 1,860.8
Receivables 1.219.6 1,157.0
Other financial assets 474.1 -
Net receivables under hedge/swap contracts - 185.1
Inventories 335.8 332.7
Assets classified as held for sale 21.0 -
Other 788 137.7
Total current assets 4,985.8 3,673.3
Non-current assets
Receivables 167.1 1,038.7
Other financial assets 766.8 -
Net receivables under hedge/swap contracts - 853.7
Investments accounted for using the equity method 367.5 326.9
Other investments 73.7 85.2
Property, plant and equipment 11,993.0 12,312
Intangible assets 306.9 3146
Deferred tax assets 0.5 -
Cther 9.9 67.1
Total non-current assets 13,685.4 15,057.4
Total assets 18,671.2 18,730.7
Current liabilities
Payables 1,925.1 2,069.2
Interest-hearing liakilities 364.4 205.2
Other financial liabilities 136.8 -
Net payables under hedgefswap contracts - 142.8
Provisions 462.2 4225
Current tax liabilities 70.8 91.2
Revenue received in advance 2,278.7 2,104.1
Deferred lease benefitsfincome 37.5 43.9
Total current liabilities 5,275.5 5078.9
Non-current liabilities
Interest-bearing liabilities 5,016.9 5,976.3
Other financial liabilities 352.2 -
Net payables under hedge/swap contracts - 450.0
Provisions 482.9 438.8
Deferred tax liabilities 699.4 517.9
Revenue received in advance 708.5 676.6
Deferred lease benefits/income 93.8 141.0
Total non-current liabilities 7,358.7 8,200.6
Total liabilities 12,634.2 13,2795
Net assets 6,037.0 5.451.2
Equity
Issued capital 4,382.2 4,1815
Treasury shares (23.8) (17.8)
Reserves 356.4 143
Retained earnings 1,322.2 1,273.2
Total equity 6,037.0 5.451.2
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H 28. Investments Accounted for Using the Equity Method

for the year ended 3U June SUUD

Qantas Group

2006 2005
M M
Share of net profit of asseciated and jointly cantrolled entities included in the income Statement
- associates 124 8.0
~ jointly controlled entities 26.5 1.7
38.9 15.7
Investments accounted for using the equity method included in the Balance Sheet
- associates 67.0 69.4
— jointly controlled entities 305.9 286.6
3729 356.0
h) INVESTMENTS IN ASSOCIATES
Details of interests in associates are as follows:
Ownership Amount of
Interest Investment
Qantas Group Qantas Group
Principal Country of Balance 2006 2005 2006 2005
Name Activity Incorporation Date % % M M
A Pacific Limited Air transport Fiji 31 Mar 46.3 46.3 57.7 519
Hallmark Aviation Services LP Passenger handling United States
services of America 31 Dec 49.0 49.0 1.9 2.4
HT & T Travel Philippines Inc. Tours and travel Philippines 30 Jun 28.1 - 0.2 -
Holiday Tours and Travet (Thailand)
Limited Tours and travel Thailand 31 Dec 36.8 36.8 0.4 0.2
Holiday Tours and Travel
Vietnam Jaint Venture Company Tours and travel Vietnam 30 Jun 36.8 368 0.1 0.1
Jupiter Air Oceania Limited Freight services Australia 31 Dec 47.6 416 0.5 0.5
TET Limited Tours and travel Thailand 31 Dec 36.8 36.8 1.1 1.0
Thai Air Cargo Company Limited’ Freight services Thailand 31 Dec 49.0 49.0 - 24
Travel Software Solutions Pty Limited  Reservations systems Australia 30 Jun 50.0 50.0 5.1 10.9
Total associates 67.0 69.4

1 This investment is held for sale at 30 June 2006 as described in Note 9. As a1 30 June 2006, it 1otal assets were $3.2 million, total liabilities were nil and its results to

30 June 2006 were equity accounted.
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”28. Investments Accounted for Using the Equity Method <wninued

Qantas Group

2006 2005
hssuns OF ASSOCIATES M M
Revenues of associates 190.9 188.7
Share of associates' profit before related income tax expense 14.8 138
Share of associates’ income tax expense (2.9) (5.8)
Share of associates’ net profit 124 8.0
MOVEMENTS IN CARRYING AMOUNT OF INVESTMENTS IN ASS0CIATES
Carrying amount of investments in associates at 1 luly 6%.4 60.1
Investments in associates acquired during the year 0.3 3.9
Share of net profit of associates 12.4 a0
Dividends received from associates (11.9) (2.6)
Reclassification of Thai Air Cargo Company Limited to assets classified as held for saie (3.2) -
Carrying amount of investments in associates at 30 June 67.0 69.4
SUMMARY FINANCIAL POSITION QF ASS0QCIATES
The Qantas Group’s share of aggregate assets and liabilities of associates is as follows:
Current assets 108.5 111.4
Non-current assets 80.3 87.8
Total assets 188.8 199.2
Current liabilities 738 724
Non-current liabilities 51.2 60.6
Total liabilities 125.0 133.0
Net assets 63.8 66.2
Adjustment arising from equity accounting:
Goodwill 3.2 3.2
Net assets - equity accounting adjusted 67.0 69.4
H COMMITMENTS
Share of associates” capital expenditure commitments contracted for - 0.5
Share of associates’ ather expenditure commitments contracted for 29.7 4.6
Share of associates’ commitments 29.7 421
Il CONTINGENT LIABILITIES
Share of assaciates’ contingent liabilities 25 25
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l] (B) INTERESTS IN JOINTLY CONTROLLED ENTITIES

Details of interests in jointly controlled entities are as follows:

Qantas Group Qantas Group

Ownership Interest Amount of Investment

Principal Country of Balance 2006 2005 2006 2005

Name Activity Incorporation Date % % M ™
Australian air Express Pty Limited Air cargo Australia 30 Jun 50.0 50.0 20.7 17.5
Harvey Holidays Pty Ltd Tours and travel Australia 30 Jun 50.0 50.0 2.1 1.6
let Turbine Services Pty Limited Maintenance services  Australia 30 Jun 50.0 50.0 19.5 9.0
Orangestar Investment Holdings Pte Limited' Air transport Singapore 31 Mar 45.0 49.0 35 4.9
Star Track Express Holdings Pty Limited Express road freight Australia 30 Jun 50.0 50.0 2601 2536
Total jointly controlled entities 305.9 286.6

1 This investment was formerly classified as an associate and was held through the legal entity Jetstar Asia Pte Limited.

Qantas Group

2006 2005
H RESULTS OF JOINTLY CONTROLLED ENTITIES M M
Revenues 559.8 4871
Expenses (519.2) (466.8}
Profit before related income tax expense 40.6 203
Income tax expense (14.1) {12.6)
Share of net profits of jointly controlled entities 26.5 1.7
[] MOVEMENTS IN CARRYING AMOUNT OF INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
Carrying amount of investments in jointly controlled entities at 1 July 286.6 2180
Investments in jointly controlled entities acquired during the year 37.0 25.1
Share of net profit of jointly controlled entities 26.5 1.3
Investment in jointly controlled entities impaired during the year in Other expenses (22.4) -
Drawings from jointly controlled entities {21.8) (24.2}
Carrying amount of investments in jointly controlled entities at 30 June 305.9 286.6
I] SUMMARY FINANCIAL POSITION OF JOINTLY CONTROLLED ENTITIES
The Qantas Group’s share of aggregate assets and liabilities of jointly controlled entities is as follows:
Current assets 104.7 87.7
Non-current assets 418.8 410.1
Total assets 523.5 497.8
Current liabilities 79.6 134
Non-current liabilities 138.5 1383
Total Habilities 2181 1.7
Net assels 305.4 286.1
Adjustment arising from equity accounting:
Goodwill 0.5 0.5
Net assets — equity accounting adjusted 305.9 286.6
l] COMMITMENTS
Share of jointly controlled entities’ capital expenditure commitments contracted for 1.9 2.9
Share of jointly controlled entities’ non-capital expenditure commitments contracted for 172.2 188.2
Share of jointly controlled entities’ commitments 1741 191.1
[l CONTINGENT LIABILITIES
Share of jointly controlled entities’ contingent liabilities 35.1 358
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”29. Financial Instruments

A financial instrument is any contract that gives rise to both a financial asset of one entity and 2 financial liability or equity instrument of anather entity. The
Qantas Group is subject to interest rate, foreign currency, fuel price and credit risks. The Qantas Group manages these risk exposures using various financial
instruments, using a set of policies approved by the Beard. Qantas Group policy is not to enter, issue or hold derivative financial instruments for speculative
trading purposes.

Qantas has taken the exemption available under AASB 1 First-time Adoption of Austratian Equivalents to International Financial Reporting Standards to apply
AASB 132 and AASB 139 from 1 July 2005. Qantas has applied previous GAAP for comparative information on financial instruments within the scape of AASE
132 and AASB 139, For further infarmation, see Note 1F).

I(A) INTEREST RATE RISK

The Qantas Group manages interest rate risk by reference to a duration target, being a measure of the sensitivity of the borrowing portfolio te changes in
interest rates. The relative mix of fixed and floating interest rate funding is managed by using interest rate swaps, forward rate agreements and options. The
Qantas Group's exposure to interest rate risk and the effective weighted average interest rate far classes of financial assets and fiabilities exposed to interest
rates are set out below.

For the year ended 30 fune 2006, Other financial assets and liabilities included financial instruments hedging debt totalling $453.7 million {asset}. These
financial instruments are recognised at fair value or amartised cost in accordance with AASB 139. Interest rate financial instruments are shown net of
impairment losses of $22.4 million recognised in the current year (2005 under previous GAAP: $20.0 millign).

Weighted Fixed Rate Maturing in:
Average Less More Non-
2006 Interest  Floating than Tto5s than Interest-
Rate Rate 1 Year Years 5 Years Bearing Total
I INTEREST EARNING FINANCIAL ASSETS Notes % pa b1 M M M M b1
Cash and cash equivalents 6 5.89 302.2 2,599.8 - - - 2,902.0
Aircrait security deposits 7 6.22 44.8 0.7 81.1 - 3.0 129.6
Loans receivable 7 7.96 - - 13.9 128.2 - 1421
Financial instruments relating to debt! {68.3) {219.9) {15.4) 757.3 - 453.7
278.7 2,380.6 79.6 885.5 3.0 3,627.4
“ INTEREST-BEARING FINANCIAL LIABILITIES
Bank loans — secured 16 3.48 858.4 134.5 624.1 685.3 - 2,302.3
Bank loans — unsecured 16 6.27 627.0 - - - - 627.0
Other Ieans - unsecured 16 7.33 600.3 41.6 461.4 499.8 - 1,603.1
Lease liabilities 16 7.90 368.5 73.4 609.0 192.3 - 1,243.2
2,454.2 2495 1,694.5 1,377.4 - 5775.6
Net financial (liabilities)/assets {2,175.5) 21311 {1,614.9) (491.9) 3.0 (2,148.2)

1 Interest receivable/payable has been included in the caleulation of the effective interest rate of the underlying financial asset or liability.




Weighted Fixed Rate Maturing in:

Average Less More Non-
2005 (previous GAAP) Interest  Floating than 1te5 than Interest-
Rate Rate 1 Year Years S Years Bearing Total
I INTEREST EARNING FINANCIAL ASSETS Notes % pa M £1 M M M M
Cash and <ash equivalents 6 5.66 198.0 1,705.8 - - - 1,903.8
Aircraft security deposits 7 5.56 46.5 0.4 714 - 3.1 127.4
Loans receivable 7 7.96 - - 135 128.2 - 1M.7
Net receivables under hedge/swap cantracts! 172.2 1.0 240.4 250.8 - 674.4
416.7 1,717.2 3313 379.0 31 28473
I INTEREST-BEARING FINANCIAL LIABILITIES
Bank loans — secured 16 3.28 1.711.8 81.7 384.0 548.0 - 2,725.5
Bank loans — unsecured 16 6.06 630.0 - - - - 630.0
Other loans — unsecured 16 7.38 FAND - 454.0 - - 1171.2
Lease liabilities 16 8.35 4459 29.1 628.9 284.1 - 1,388.0
3,504.9 110.8 1,466.9 8321 - 5,0t4.7
Net financial (liabilities}fassets (3,088.2) 1,606.4 (1,135.6) {453.1) kR (3,067.4)
DNRECOGNISED FINANCIAL ASSETS/{LIABILITIES)
Interest rate swaps? 1,054.6  {1,097.8} (32.0) 75.2 - -

1 Interest receivableipayable has been included in the calculation of the effective interest rate of the underlying financial assets or liability. Exctudes unrealised amounts on
revenue back-to-back hedges. As at 30 June 2005, the amount of deferred or unrecognised gains ar losses on hedges of net revenue designated to service lang-term debt
is $228.4 million,

2 Notional principal amounts.

I (B) FOREIGN CURRENCY RISK

Cross-currency swaps are used to convert long-term foreign currency borrowings to currencies in which the Qantas Group has forecast sufficient surplus net
revenue to meet the principal and interest obligations under the swaps. These foreign currency borrowings have a maturity of between one and 12 years. To
the extent a gain or l0ss is incurred, this is deferred until the net revenue is realised, Forward foreign exchange contracts and currency options are used 10
hedge a partien of remaining net foreign cutrency revenue or expenditure in accordance with Qantas Group policy. Net foreign currency revenue and
expenditure out to five years may be hedged within specific parameters, with any hedging outside these parameters requiring approval by the Board.
purchases and sales of praperty, plant and equipment denominated in a foreign currency are hedged using a combination of forward foreign exchange
contracts and currency options at the date a firm commitment is entered into to buy or sell unless, otherwise approved by the Board.

For the year ended 30 June 2006, Other financial assets and liabilities includes derivative financial instruments used 1o hedge foreign currency totalling
$51.8 million (net asset). These are recagnised at fair value in accordance with AASB 139.
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ﬂ29. Financial Instruments continved

{C) FUEL PRICE RISK

The Qantas Group uses options and swaps on aviation fuel and crude oil to hedge the exposure to movements in the price of aviation fuel. Hedging is
conducted in accardance with Qantas Group policy. Up 1o 100 per cent of estimated fuel costs out to 12 months may be hedged and up to 50 per cent in the
subsequent 12 months, with any hedging outside these parameters requiring approval by the Board. During the year, the net gain arising from effective fuel
hedging was $345.9 million which has been recognised in fuel expenses (2005: total net gain from fuel hedging under previous GAAP $403.5 million). In
addition, a $32.6 million loss was recogrised in Other expenses as ineffective fuel hedging in accordance with A-IFRS, For the year ended 30 June 2006, Other
financial assets and liabilities includes fuel derivatives totalling $246.6 million {asset). These are recognised at fair value in accordance with AASB 139,

I(D) CREDIT RISK

Credit risk is the potential loss from a transaction in the event of default by the counterparty during the term of the transaction or on settiement of the
transaction. Credit exposure is measured as the cost to replace existing transactions should a counterparty default. The Qantas Group conducts transactions
with the following major types of counterparties:

* trade debtor counterparties — the credit risk is the recognised amount, net of any impairment losses. As at 30 June 2006, this amounted to $1,074.3 million (2005:
$1,027.9 million). The Qantas Group has credit risk associated with travel agents, industry settlement organisations and credit provided to direct customers. The
Qantas Group minimises this credit risk through the application of stringent credit policies and accreditation of travel agents through industry programs; and

* other financial asset counterparties — the Qantas Group restricts its dealings to counterparties that have acceptable credit ratings. Should the rating of a
counterparty fall below certain levels, internal policy dictates that approval by the Board is required to maintain the level of the counterparty exposure,

The Qantas Group minimises the concentration of credit risk by undertaking transactions with a large number of customers and counterparties in various
countvies. As at 30 June 2006, the credit risk of the Qantas Group to Other financial asset counterparties amounted to $5,718.8 million (2005; $4,867.7
million} and was spread over a number of regions, inctuding Austrafia, Asia, Europe and the United States.

I {E} CASH FLOW HEDGES

Any gains/losses on contracts entered into 1o hedge anticipated specific sales and purchases of goods and services, together with the cost of the contracts,
are recognised in the Financial Statements at the time the underlying transaction accurs. For further information, see Note 1¢F).

At 30 June 2006, the Qantas Group and Qantas held varigus types of derivative financial instruments that were designated as cash flow hedges of future
forecast transactions.
These were:

* hedging of certain foreign currency revenue receipts and operational payments by future debt repayments in foreign currency and exchange derivative contracts
{forwards, swaps or options} hedging future foreign exchange risk;

* hedging of future jet fuel purchases by forward crude, gasoil and jet kerosene derivative contracts and options;
¢ hedging of future interest payments by interest rate derivative contracts (forwards, swaps or options); and
* hedging of future capital expenditure payments by foreign exchange derivative contracts {forwards or options).

To the extent that the hedges were assessed as highly effective, changes in fair value are included in the hedge reserve. The periods in which the related cash
flows are expected to occur are summarised below:

2006 Qantas Group
™ Less than 1 Year 110 5 Years More than 5 Years Total
Contracts to hedge future foreign currency payments {62.0) (90.6) (80.4) {233.0)
Contracts to hedge future aviation fuel payments {169.9) (28.5) - {198.4)
Contracts to hedge future interest payments {13.6) (24.4) (5.2) (43.2)
Contracts to hedge future capital expenditure payments 5.1 (5.0) - 0.1
(240.4) {148.5) (85.6) (474,5}
Related deferred 1ax charge 142.3
Total net gain included within hedge reserve (332.2)
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(F) NET FAIR VALUE

RECOGNISED FINANCIAL ASSETS AND LIABILITIES

The net fair value of cash, cash equivalents and non-interest-bearing financial assets and liabilities approximates their carrying value due to their short
maturity. The net fair value of other financial assets and liabilities is determined by valuing them at the present value of future contracted cash flows.
Cash flows are discounted using standard valuation techniques at the applicable market yield, having regard to the timing of the cash flows.

The convertible loan notes issued by Air New Zealand Limited are convertible to a 4.40 per cent equity stake. The net fair value of the convertible loan notes
has been determined by reference to the prevailing market price of Air New Zealand Limited shares at balance date.

The net fair value of ferward foreign exchange and fuel contracts is determined as the unrealised gainfloss at balance date by reference to market exchange
rates and fuel prices. The net fair value of interest rate swaps is determined as the present value of future contracted cash flows. Cash flows are discounted
using standard valuation technigues at the applicable market yield, having regard to the timing of the cash flows. The net fair value of options is determined
using standard valuation techniques.

Under previous GAAP net deferred gainsflosses associated with hedges of foreign currency revenue relating to future transportation services are included in
the Balance Sheets as payables/receivables. These gains/lasses will be included in the measurement of the relevant future foreign currency revenue at the time
the transportation services are provided.

Cther financial assets and iiabilities represent the fair value of derivative financial instruments recognised on balance sheet in accordance with AASB 139,

Qantas Group Qantas Group
Carrying Amount Net Fair Valua
2005 2005
{previous {previous
2006 GAAP) 2006 GAAP}
E1 RECOGNISED FINANCIAL ASSETS AND LIABILITIES ™ b1 $M M
Financial assets
Cash and cash equivalents 2,902.0 1,903.8 2,920.5 1,912.7
Trade debtors 1,074.3 1,027.9 1,074.3 1,027.4
Aircraft security depaosits 129.6 127.4 132.6 133.6
Sundry debtors 120.3 121.0 120.3 121.0
Loans receivable 142.1 141.7 1421 141.7
Net receivables under hedge/swap contracts’ - 674.4 - 692.2
Cther financial assets 1,243.5 - 1,243.5 -
Unlisted investment in ather corporations 53.7 99.9 53.7 71
56655 4,096.1 5,687.0 4,100.2
Financial liabilities
Trade creditors 1,706.1 1,676.7 1,706.1 1,687.8
Other creditors and accruals 2819 2253 281.9 225.2
Bank loans — secured 2,302.3 2,725.5 2,396.2 2,798.5
Bank loans — unsecured 627.0 630.0 650.1 644.7
Other loans — unsecurad 1,603.1 1,171.2 1,638.7 1,273.0
Other financial Habilities 491.4 - 491.4 -
Lease liabilities 1,243.2 1,388.0 1,237.7 1,441.9
8,255.0 7.816.7 8,402.1 8,071
Net financial liabilities 2,589.5 3,720.4 2,715.1 3,970.9
H UNRECOGNISED FINANCIAL INSTRUMENTS (PREVIOUS GAAP)
Financial liabilities
Forward commedity contracts nia - nfa 206.4
Option contracts nfa - nfa 199.3
Interest rate swaps nfa - nfa {35.5)
nfa - nla 370.2

1 Excludes unrealised amounts on revenue back-to-back hedges. As at 30 June 2005, the amount of deferred or unrecegnised gains or losses an hedges of net revenue
designated to service long-term debt is $228.4 million.
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ﬂ3o. Dividends

Dividends recognised in the current and prior year by Qantas are:

Cents Total Franked Tax Rate for Percentage
per Amount Franking Credit Franked
Type Share M Date of Payment % %
20086
2006 interim 11.0 212.2 5 April 2006 30 100
2005 final 10.0 189.9 28 September 2005 30 100
Total amount 21.0 4021
2005
2005 interim 10.0 186.8 6 April 2005 30 100
2004 final 9.0 166.1 29 September 2004 30 100
Total amount 19.0 3529
Subsequent Events
After the balance date the following dividends
were propased by the Directors,
The dividends have nat been provided.
The declaration and subsequent payment of
dividends has no income tax consequences,
2006 Final 11.0 2151 4 October 2006 30 100
Qantas Group Qantas
2006 2005 2006 2005
™ M M M
Total franking account balance at 30 per cent 150.0 161.5 150.0 1615

The above amount represents the balance of the franking accounts as at year end, after taking inte account adjustments for:
» franking credits that will arise from the payment of income tax payable for the current financial year;

+ franking credits that will arise from the receipt of dividends recognised as receivables at the year end; and

* franking ¢redits that may be prevented from being distributed in subsequent years.

The ability to utilise the franking credits is dependent upon there heing sufficient available profits to declare dividends. The impact on the dividend franking
account of dividends proposed after the balance sheet date but not recognised as a lability is to reduce it by $57.8 miltion (2005: $79.1 million}.

”31. Segment Information

The segmentation of the Qantas Group into three separate business types {Flying Businesses, Flying Services and Associated Businesses) supported by a
corporate centre is progressively being implemented te deliver a broad range of benefits to the business.

Financial reporting system changes to transition Qantas to a segmented modei are currently under development. Disclosure of segment information is provided
as follows;

* Qantas and Jetstar as the Qantas Group's Flying Businesses, which are supported by Qantas Engineering, Airports and Qantas Freight;

* Qantas Holidays, which forms part of the Associated Businesses portfolio; and

* Catering, which reflects the wholly-owned catering entities within the Airports and Catering segment which forms part of the Flying Services Businesses.

122




Id1 Lhe yedl TS SV 2= &y

“eak snowaid oy 0) pasedwod ‘se3uel) AY Paiar0dal pue 134D Ag auieq breyd yuawfias ayl

U UGH[iW gL 1§ JO UONZAPEL B U] PA1[NSa) PEALYIA0 JO UONEIO|E U} safueyd |

£908"1 17LZs’1L - - 1'9 St 9z (4] 09 [ T4 a194'L z96b’l wawdinba pue yued Kuadod oy sjuawked
5°098'Z4 zzov'er (€170 (sveEw) 1’961 [:]8 a4 0'622 §'alE vsbl 048620 TLLE'TL sal|\qel| jelol
sapgen]
#'06E'81 £egL'6L  {E°LZD (sped) L'E8T L' LDE (4343 [4:743 L0z 1'Zsl Uit £'58L'81 S)a5%e |e10]
0’95t 6'TLE - - - - 7l gl - - gpeE L LLE poyiaw Alnba ay) Buisn 1oy pAIUNGIIE SIU3WISIAL
vYEQ'8L roLg'gL (€120 (S'vED) 1'E8Z L'10E 843 (121 fariira LTS LEZY'LL Triv'sl sjasse Juawbag
S)assy
) 6 - - (1o} - - - 10 S0 Yar4] g {awo3uy)jasuadxa ysed-ueN
WL 86T’ - - '8 gL oz L L v'e LTl TIET') uonesiowe pue uonenaidag
£'689 0'08¥ Jeak ayy 104 Wjo1d
0'eie L6l suadxa xey awodu|
£vl6 9 - - v W07 LE S'EY oSy g9t 801 8061 b'8LS asuadxa xey awodu) pale|al alojeq 14oid
L'66 9'pS - - (0] - ozt sy - - Il 2'69 (3nUaAR1)/51500 BDURLY 1AN
g Atent 8'etL - - £v 0°LE 608 867 9'SE 801 {806 8r9 51500 IUeUly
19U pue asuadxa Xel AWAIU| pAIe3) A0 1o.d
st 6'8¢€ - - - - - 0 - - 1Sl ['BE SaNIlua pa|[|oau?
Aol pue sale|>osse jo Jyosd 19u jo 3eys
6£95°Z1 LOv9EL (L6} {668} 1255 L'PES S'Lve ¥'606 9519 9°z0L 8'Gee'LL (3 {7%4} anuaaal yeawhias jeol
- - {L'Ly6) (5'v68) E£LLE L'S9E LEEe 0'06L 7'SL £2s A4 [M'4:54 anuaaal Wawbas-1a1u|
6'E95°Th L'9V9'EL - - grLl 9'691 8L0L velL oovy 6'6¥9 LAz g LoL'zl anuaa3l Jwawbas |eusax
JWOodW 13410 pue SI|eS

W$ ws Ws Ws Ws WS WS W$ WS WS W$ W$ SINIWDIS SSINISNE A8 SISATYNY —

5002 9002 5002 9002 5002 9002 5002 900Z S00Z 9002 S00Z 9002
paiepljosuoy suonediwg Bunae?y by skepijoy 1e1s1a[ seed
spueld SEJUED

Qantas Annual Report 2006

123




”31. Segment Information contines

Passenger, freight and other services revenue from domestic services within Australia is attributed to the Australian geagraphic region. Passenger, freight and
cther services revenue from inbound and outbound services between Australia and overseas is allocated proporticnately to the area in which the sale was
made. Other operating income is not allocated 1o a geographic region as it is impractical to do so.

Qantas Group

2006 2005
hNALYSIS OF TOTAL REVENUE BY GEQGRAPHIC REGION ™M ™
Sales and other income
Passenger, freight and other services revenue
Australia 7,7132.7 7,104.3
United Kingdom and Euvrope 954.5 927.4
Japan 4289 453.0
South-East Asia/North-East Asia 397.7 3776
The Americas and the Pacific 961.6 886.9
New Zealand 402.1 390.6
Other regions 306.6 2925
11,1841 10,4323
Other income
Tours and travel revenue 1M9.4 707.8
Contract work revenue 469.0 484.9
Other unaflocated 1,274.2 838.9
Sales and other income 13,646.7 12,563.9
Finance income 163.3 117.0
Total income 13,810.0 12,680.9

For the year ended 30 June 2006, the principal assets of the Qantas Group comprised the aircraft fleet, all except nine of which were registered and domiciled
in Australia. These assets are used flexibly across the Qantas Group's worldwide route network. Accordingly, there is no suitable basis for allocating such assets
and the related liabilities between geographic areas.

”32. Earnings per Share

Qantas Group

2006 2005
Cents Cents
Earnings per share attributable to members of Qantas
Basi¢ earnings per share 249 36.8
Diluted earnings per share 24.8 36.7
M ™
Profit attributable to members
Profit attributable to the members of Qantas used in calculating basic and diluted earnings per share 479.5 688.5
Number Number
M M
Weighted average number of shares
Issued shares at 1 Juty 1,897.6 1,845.1
Effect of shares issued on 28 September 2005 (2005: 29 September 2004} 23.5 17.1
Effect of shares issued on 15 February 2006 0.8 -
Effect of shares issued on 5 April 2006 {2005: 6 April 2005) 5.8 70
Weighted average number of shares at 30 june 1,927.7 1,869.2
Weighted average number of shares (basic) as at 30 lune 1.927.7 1,869.2
QLTEIP Entitlements outstanding 23 9.3
Weighted average number of shares {diluted) as at 30 June 1,930.0 1,878.5
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H 33. Events Subsequent to Balance Date

for the year ended 30 June 2006

Qantas Engineering is currently negotiating a potential agreement with two external suppliers to supply expendable and recoverable spares to the Qantas
Engineering segment to support the maintenance of Qantas and third party aircraft. If an agreement is signed, this will result in the sale of up to $300 miilion
of inventory. in August 2008, Qantas Jaunched a new domestic air freight business, Express Freighters Australian Pty Limited, to commence operations from
October 2006, This business will wet lease B737-300 aircraft to Australian air Express, a jointly controlled entity under a 12 year contract.

The Directors declared a fully franked final dividend of 11 cents per share on 16 August 2006 in relation to the year ended 30 June 2006. The total amount of

the dividend declared was $215.1 million,

With the exception of the items disciosed above, there has not arisen in the interval between 3G June 2006 and the date of this report, any event that would

have had a material effect on the Financial Statements at 30 June 2006.

34. Notes to the Cash Flow Statements

Qantas Group Qantas
| RECQONCILIATION OF PROFIT FOR THE YEAR TO NET CASH 2006 2005 2006 2005
FROM OPERATING ACTIVITIES M M SM M
Profit for the year attributable i members of Qantas 479.5 688.5 392.0 5239
Add: depreciation and amortisation 1,249.8 1,241.3 1,110.0 1,117.2
Less: gain on sale of property, plant and equipment {13.9} {9.6) (11.1) (9.8)
Less: capitalised interest (68.4) (74.4) (68.4) (74.4)
Add: write-down of investments 224 7.4 220.6 56.3
Less: share of net profit of associates and jointly controlled entities (38.9) (15.7) - -
Add: dividends received from associates and jointly controlled entities 33.7 26.8 - -
Add/{less): changes in fair value of financial instruments 88.3 {23.2) 40.7 813
(Less)fadd: other items {9.3) (8.4) (76.3) {72.4)
Movements in operating assets and liabilities:
Decreasef(increase} in receivables {58.1} (44.0) (92.1) 374
{Increase)decrease in inventories {1.8) 424 {2.0) 10.9
Decrease in other assets 16.9 57.4 40.7 64.9
Increase in provisions 73.4 {10.6} 66.3 (3.5)
{Decrease){increase in current tax liabilities (20.7) 53.5 {12.9) 56.5
Decreasel{increase) in deferred tax assets {165.8) 0.7 - -
Increase in deferred tax liabilities 195.4 67.9 50.3 84.0
Increasef(decrease) in trade and other payables 80.7 {41.8) 211 (148.8)
Decrease in net inter-company payables - - (271.1) (19.8)
Increase in revenue received in advance 208.7 195.3 ima 2029
(Decrease)/increase in deferred lease benefits (45.9) (51.6) 2.0 (43.7)
Net cash from operating activities 2,026.0 2,1019 1,580.9 1,862.9
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tub Aine year ended 54U June 2006

U34. Notes to the Cash Flow Statements contined

2006 2005 2006 2005

I ENTITIES ACQUIRED DURING THE YEAR M M M M
Consideration - 145 - -
Cash acquired - 0.1 - -
- 14.6 - -

Fair value of net assets of entity acquired - - - -
Property, plant and equipment - 14.3 - -
Deferred tax assets - 0.3 - -
Cash and cash equivalents - 0.7 - -
Receivables - 26 - -
Inventaries - 0.2 - -
Other assets - 38 - -
Payables - (2.3) - -
Loans from related parties - (8.3) - -
Current tax liability - 0.2) - -
Provision for restructuring - {0.9) - -
Other provisions - {2.9) - -
- 7.8 - -

Goodwill on acguisition - 6.8 - -
Cash consideration - 146 - -

Caterair Airport Services Pty. Limited acquired the remaining 49 per cent of Caterair Airport Services (Sydney} Pty Limited on 22 October 2004 for a purchase
price of $14.5 million, As a result of this acquisition, additianal goodwill on acquisition of $6.8 million was recognised by the Qantas Group.

FINANCING FACILITIES

The total amount of committed financing facilities available to the Qantas Group as at balance date are detailed below:

I COMMITTED FINANCING FACILITIES

Bank overdraft

Facility available 7.0 7.0 7.0 7.0
Amount of facility used - - - -
Amount of facility unused 7.0 7.0 7.0 7.0

Syndicated revolving facility!
Facility available 770.0 7700 7700 7700
Amount of facility used - - - -

Amount of facility unused 770.0 770.0 770.0 770.0
Syndicated standby facility?

Facility available 500.0 500.0 500.0 500.0

Amount of facility used - - - -

Amount of facility unused 500.0 500.0 500.0 500.0
Commercial paper and medium-term notes

Facility available 1.000.0 1,000.0 1,000.0 1.000.0

Amount of facifity used 120.0 120.0 120.0 120.0

Amount of facility unused 880.0 880.0 880.0 880.0

1 In August 2006, the syndicated revolving facifity was reduced and extended, with $335.0 million maturing on 8 February 2011 and $335.0 million maturing on 8 February 2012,
2 In August 2006, the syndicated standby facility was extended, with $300.0 million maturing on § August 2010 and $200.0 million maturing on 8 August 2011,

The bank overdraft facility held with Commonwealth Bank of Australia covers the combined balances of Qantas and its wholly-cwned controlled entities,
Subject to the continuance of satisfactory credit ratings, the bank overdraft facility may be utilised at any time. Commonwealth Bank of Australia may
terminate this facility without notice.
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for the year ended 30 June 2006

”35. Non-Director Related Parties

I CONTROLLED ENTHIES

Details of interests in controlled entities are set out in Note 26. Transactions between Qantas and controlled entities are conducted on normal business terms
and conditions. In addition, the Qantas Group has pooled funding arrangements with its major domestic banker and as such reciprocal borrowings occur
regularly between Qantas and its controlled entities.

Transactions between Qantas and related parties in the wholly-owned group include:

Qantas provides a range of administrative and treasury services to controlled entities;

Qantas leased aircraft to and provided maintenance services to Australian Airlines Limited (Australian Airlines);
Qantas provides ground handling services to Australian Airlines, Jetstar Airways Pty Limited (Yetstar} and QantasLink;
Australian Airlines, Jetstar and QantasLink provide freight capacity to Qantas;

Qantas Flight Catering Holdirgs Limited and controlled entities and Snap Fresh Pty Limited provide airline catering and refated services to Qantas,
Australian Airlines and QantasLink;

Qantas codeshares on certain letstar services for inbound international passengers and Qantas Frequent Flyers for which it pays capacity hire costs;
Jetstar acts as an ageat for QH Tours;

QH Tours Ltd and controlled entities and Qantas act as an agent for each other's products;

Southern Cross Insurances Pte Limited provides insurance services to Qantas;

AAL Aviation Limited and its controlled entities assist in the hiring of aircraft capacity;

Qantas Cabin Crew (UK) Limited provides cabin crew to Qantas;

Jetconnect Limited provides flights and cabin crew 10 Qantas;

Qantas leases airaraft from controlled entities;

Qantas leases property to and from controlled entities; and

Qantas leases aircraft to Jetstar,

Transactions and balances with partly and wholly-owned controlled entities are included in the Financial Statements as follows:

Qantas

2006 2005

™M M

Sales and other incame (refer Note 2} 2331 1233
Finance income (refer Note 2) - 0.1
Finance costs {refer Note 3) 80.3 84.1
Current receivables (refer Note 7} 106.5 90.0
Non-current receivahles (refer Note 7) 545.7 687.1
Current payables {refer Note 15) 87.6 80.4
Nen-current interest-bearing liabilities (refer Note 16) - 1313
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”35. Non-Director Related Parties coninued

hSSOCIATES AND JOINTLY CONTROLLED ENTITIES

Details of interests in associates and jointly controlled entities are provided in Note 28. Transactions with associates and jointly controtled entities are
conducted on normal terms and conditions.

Transactions between Qantas and associates and jointly cantrolled entities include:

= Qantas provides catering, ground handling services and performs maintenance and contract work for Air Pacific Limited {Air Pacific);

* Qantas provides ramp handling services to Australian air Express Pty Limited (Australian air Express);

* Qantas leases domestic freight capacity and sub-leases certain property 10 Australian air Express;

Qantas codeshares on certain Air Pacific services for which it pays capacity hire costs;
*+ Australian air Express and the Star Track Express Group provide certain domestic freight and document delivery services for Qantas;

* Qanias receives interest from the Star Track Express Group on an investment loan;

-

Qantas provides treasury services to Australian Air Express, Air Pacific and Orangestar Investment Holdings Pte Limited (Orangestar):

-

Qantas has sub-leased aircraft from Orangestar;

* Qantas has seconded empioyees and provided various support services to Qrangestar;
* Qantas has an engine toaling arrangement with Jet Turbine Services Pty Limited; and
* Qantas receives engine maintenance services from Jet Turbine Services Pty Limited,

Transactions and balances with associates and jointly cantrolled entities are included in the Financial Statements as follows;

Qantas Group Qantas
2006 2005 2006 2005
M M M M
Sales and other income {refer Note 2) 183.6 92.7 44.5 B8.9
Dividend revenue (refer Note 2) - - 18.4 12.6
Finance income {refer Note 2) 10.3 10.3 10.3 103
Expenditure 123.0 102.4 116.2 93.6
Current receivables (refer Note 7) 223 24.8 3.9 49
Non-current receivables {refer Note 7) 128.2 128.2 128.2 128.2
Current payables (refer Note 15) 18.7 215 18.4 20.3
Cutrent interest-bearing liabilities {refer Note 16) 4.6 136 46 136

IOTHER RELATED PARTIES

I BRITISH AIRWAYS PLC

In March 1993, British Airways Plc (British Airways) acquired 25 per cent of the shares in Qantas from the Australian Government. On 9 September 2004,
British Airways disposed of its then entire 18.25 per cent shareholding in Qantas and accordingly, British Airways is no longer a related party of Qantas.

Qantas and British Airways continued to operate the foint Services Agreement. They also continued their membership of the oneworld alliance during the
financial year.

Transactions and balances with British Airways during the period it was a related party are included in the Financial Statements as follows:

Sales and other income (refer Note 2} - 28 - 2.8

Expenditure* - 33t - EER

* Includes settlement receipts/payments under the JSA.
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ﬂ 36. Impact of Adopting A-IFRS

for the year ended 30 June 2006

As stated in Note 1(A), these are Qantas’ first Financial Statements prepared in accordance with A-{FRS.

The accounting policies in Note 1 have been applied in preparing the Financial Statements for the year ended 30 June 2006, the comparative informatian for
year ended 30 June 2005 and the preparaticn of ar opening A-IFRS Balance Sheet at 1 July 2004 (Qantas’ date of transition).

In preparing its opening A-IFRS Balance Sheet and Financial Statements for the year ended 30 June 2005, Qantas has adjusted amounts reported previously
in Financial Statements which were prepared in accordance with its former basis of accounting {previous GAAP).

An explanation of how the transition from previous GAAP to A-IFRS has affected the financial position and financial performance of the Qantas Group and

Qantas is set out in the following tables and the notes that accompany the tables.

The tables on the subsequent pages show the impact of transition to A-IFRS on the Balance Sheets at 1 July 2004, 30 June 2005 and 1 July 2005.

Kl
SUMMARY OF A-IFRS TRANSITION ADJUSTMENTS

Qantas Group

Post-tax Impact on
Transition Impact of Retained
Impact on A-IFRS an Earnings on
Retained Income Adoption
Earnings at  Statement for of AASE 139
1 July 2004 2005 year  at 1 July 2005 Total
M im sM M
Standard’ Comment {Dr)iCr {Dr)/Cr {Dr)/Cr
{A} AASB118 A-IFRS required the revenue on the sale to third parties of rights to
Revenue have Qantas award points allocated to members of the Frequent Flyer
program, deferred and recagnised when the points are redeemed. {669.0) (99.6) - {768.6)
(B) AASB 119 Qantas elected to use the "corridor" method to recognise the net
Employee funding pasition of its defined benefit superannuation plans.
Benefits {53.5) 17.6 - {35.9}
{C) AASB 117 A-IFRS required the reclassification of six aircraft from operating to
Leases finance leases. (45.8) (3.2) - {49.0)
A-IFRS reguired other changes to recognise operating leases expense
on a straight-line basis. 16.4) (8.2) - (14.6)
(D) AASB 116 Qantas elected to reset the asset revaluation reserve on transition
Property, to A-tFRS, 55.5 - - 55.5
Plant and . e N
Equipment A-IFRS requires the capitalisaticn of the cost of major aircraft and
engine inspections, (40.3) (6.0} - (46.3)
(E} AASB 112 A-IFRS requires the application of the Balance Sheet method of
Income Tax tax-effect accounting. {10.3) (5.4) - (15.7)
(F} Other A-IFRS requires adjustment in the areas of Share-Based Payments,
business combinations and foreign exchange. 0.9 29.8 - 28.9
A-IFRS transition adjustments to 30 June 2005 (770.7) {75.0} - (845.7)
(G} Other A-IFRS requires Qantas to recognise associate/jointly centrolled
entities adjustments direct to retained earnings (refer Note 1(A)) - 0.1 1.0 1.1
(H) AASB 139 A-IFRS requires adjustment to the recognition and classification of
Financial revenue, fuel and currency hedging transactions as well as the
Instruments measurement of assets and liabilities classified as financial instruments? - - (37.0} (37.0)
Impact of A-IFRS transition adjustments and adcption of AASB 139
at 1 July 2005 (770.7) {14.9) (36.0)  (881.6)

1 The impact of adopting A-IFRS on the comparative Income Statement and Balance Sheet is shown on the following pages.

2 Refer to Note 37 for details of the impact of the adaption of AASE 13% at 1 July 2005.
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[|36. Impact of Adopting A-IFRS cenines

I SUMMARY OF A-IFRS TRANSITION ADJUSTMENTS

Qantas
Post-tax Impact on
Transition Impact of Retained
Impact on A-[FRS on Earnings on
Retained Income Adoption
Earnings at  Statement for of AASB 139
1 July 2004 2005 year  at 1 July 2005 Total
M M M M
Standard’ Comment {Dr)Cr {Dr)/Cr {DOnICr
{A) AASB #18 A-IFRS required the revenue on the sale to third parties of rights to
Revenue have Qantas award points allocated to members of the Frequent Flyer
program, deferred and recognised when the points are redeemed. (669.0) (99.6) - (768.8)
(B} AASB t19 Qantas elected to use the "corridor” method 1o recognise the net
Employee funding position of its defined benefit superannuation plans.
Benefits (53.5) 17.6 - (35.9)
{C) AASB117 A-IFRS required the reclassification of six aircraft from operating to
Leases finance leases. (45.8) (3.2) - {49.0)
A-IFRS required other changes to recogrise operating leases expense
on a straight line basis. (6.4) (8.2} - {14.6)
(D) AASB 116 Qantas elected to reset the asset revaluation reserve on transition
Property, 10 A-IFRS. 82.9 - - 829
Plant and
Eqaur;pri:\r:ent A-IFRS requires the capitalisation of the cost of major aircraft and
engine inspections. {50.4) {6.0) - (56.4)
{E} AASB 112 A-IFRS requires the application of the Balance Sheet method of
Income Tax 1ax-effect accounting. {10.3) {5.4) - (15.79
(F} Other A-IFRS requires adjustment in the areas of Share-Based Payments,
and various other items. (4.7 {0.8) - {5.5}
A-IFRS transition adjustments to 30 June 2005 (7571.2) {105.6) - (862.8)
(G} AASB 139 A-IFRS requires adjustment ta the recognition and classification of
Financial revenue, fue! and currency hedging transactions as well as the
Instruments measurement of assets and liabilities classified as financial instruments?2 - - (36.2) (36.2)
Impact of A-IFRS transition adjustments and adoption of AASB 139
at 1 July 2005 {757.2) {105.6) {36.2) (899.0)

1 The impact of adopting A-IFRS on the comparative Income Statements and Balance Sheet is shown on the following pages.
2 Refer to Note 37 for details of the impact of the adoption of AASB 139 at 1 July 2005.
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for the year ended 30 June 2606

Qantas Group

Previous Previous Effect of
GAAP  Effect of A-IFRS GAAP  Effect of A-IFRS  Adoption A-IFRS
1 july Transition 1 July 30 June Transition 30 June of AASB 1 July
2004  to A-IFRS 2004 2005 to A-IFRS 2005 132 and 139 2005
I CURRENT ASSETS Refs M M M M M M M M
Cash and cash eguivalents’ 3359 1,029.4 1,365.3 198.0 1,705.8 1,903.8 - 1,903.8
Receivables! 2.116.3 {1,029.4) 1,086.9 2,836.1 {1,705.8) 1,130.3 (0.6) 1,129.7
QOther financial assets - - - - - - 664.8 664.8
Net receivabie under hedge/swap contracts 3021 - 3021 185.1 - 185.1 {185.1) -
Inventories 3755 - 3755 333.0 - 333.0 - 333.0
Other F 192.2 (5.3) 186.9 157.7 (5.2) 1525 58.4 210.9
Total current assets 3,322.0 {(5.3) 3,316.7 3,709.9 (5.2) 3,704.7 5315 4,242.2
I NON-CURRENT ASSETS
Receivables 304.6 - 304.6 287.7 - 287.7 - 287.7
Other financial assets - - - - - - 885.3 885.3
Net receivable under hedge/swap contracts 997.0 - 997.0 853.7 - 833.7 (853.7) -
Investments accounted for using
the equity method F 339.7 (1.0) 338.7 343.7 123 356.0 1.3 357.3
Other investments 11041 - 110.1 99.9 - 99.9 (28.8) A
Property, piant and equipment CDF  12,256.6 142.4 12,392.0 12,612.5 72.0 12,684.5 {1.1) 12,683.4
Intangible assets F 1524 141.7 2941 142.0 176.9 3189 - 318.9
Deferred tax assets 0.9 - 09 0.2 - 0.2 - 0.2
Other 90.9 - 90.9 84.8 - 848 (24.9) 60.4
Total non-current assets 14,252.2 2831 14,5353 14,4245 261.2 14,6857 (21.4) 14,664.3
Total assets 17,574.2 2718 17,852.0 181344 256.C 18,390.4 516.1 18,906.5
CURRENT ASSETS Qantas
Cash and cash eguivalents! 254.7 1,029.4 1,284.1 3399 1,705.8 2,045.7 - 2,045.7
Receivables! 2,203.4 (1,029.4) 1,174.0 2,841.3 (1,705.8) 1,1355 (0.6} 1,134.9
Other financial assets - - - - - - 664.5 664.5
Net receivable under hedge/swap contracts 301.8 - 301.8 184.8 - 184.8 {184.8) -
Inventaries 3484 - 3484 2955 - 295.5 - 2855
Qther F 210.5 {(5.3) 205.2 165.9 (5.2) 160.7 58.4 2191
Total current assets 33188 {5.3) 3,3135 3,827.4 {5.2) 3,822.2 5375 4,359.7
l NON-CURRENT ASSETS
Receivables? 1,977.9 - 1,977.9 952.7 - 952.7 - 952.7
Other financial assets - - - - - - 863.2 863.2
Net receivable under hedge/swap contracts 952.3 - 9523 8316 - 8316 (831.6) -
Other investments 7172 - 777.2 746.6 - 746.6 - 7466
Property, plant and equipment CDF 10,6730 132.2 10,805.2 11,2420 57.6 11,299.6 (1.1} 11,2985
intangible assets F 47.2 141.7 188.9 453 162.0 2073 - 207.3
Deferred tax assets - - - - - - - -
Other 64.9 - 64.9 64.3 - 64.3 (24.4) 399
Total non-current assets 14,4925 27139 14,766.4 13,8825 2196 14,1021 6.1 14,108.2
Total assets 17.811.3 268.6 18,079.9 17,709.9 2144 12,9243 543.6 18,467.9

1 Shert-term money market deposits of §1,705.8 million at 30 June 2005 cenvertible into cash with a maturity of less than three menths have been reclassified as cash and cash
equivalents under A-IFRS,

2 Inclusive of the tax impact of ather A-IFRS transition adjustments.
3 Intercompany receivables of $16.7 million as at 30 June 2005 were reclassified from receivables to deferred tax liabilities in accordance with UIG 52.
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”36. Impact of Adopting A-IFRS continued

Qantas Group

Previous Previous Effect of

GAAP  Effect of A-IFRS GAAP Effect of A-IFRS  Adoption A-IFRS

1July Transition 1 July 30 June  Transition 30 June of AASB 1 July

2004 1o A-IFRS 2004 2005  to A-IFRS 2005 132 and 139 2005
CURRENT LIABILITIES Refs M M ™ M ™ b1 M ™M
Payablest? C 21675 73 21748 1,882.6 19.4 1,902.0 53 1.907.3
Interest-bearing liabilities 819 - 821.9 315.0 - 315.0 (45.1) 269.9
Other financial liabilities - - - - - - 288.0 288.0
Net payables under hedge/swap contracts 250.8 - 250.8 1428 ~ 142.8 (142.8) -
Provisions'? AF 381.6 (174.3) 207.3 577.7 {148.9) 428.8 - 428.8
Current tax liabilities E* 300 2.2 323 85.9 7.3 93.2 - 93.2
Revenue received in advance AF 1,493.3 493.2 1,986,5 1,535.8 570.2 2,106.0 - 2,106.0
Deferred lease benefits/income 45.0 - 45,0 441 (0.2) 439 - 43.9
Tatal current liabilities 5.190.2 3284 5513.6 4,583.9 447.8 5,031.7 105.4 5.137.1
NON-CURRENT LIABILITIES
Interest-bearing liabilities C 5.081.8 403.9 5.485.7 5,234.7 365.0 5,599.7 103.9 5.703.6
Other financial liabdlities - ~ - - - - 2836 2836
Net payables under hedge/swap contracts 1316 - 1316 450.0 - 450.0 {450.0) -
Provisions®? ABF 331.7 80.1 4118 3874 55.9 4433 - 4433
Deferred tax liabilities E4 806.9 (349.3) 4576 910.6 (392.4) 518.2 150.9 669.1
Revenue received in advance A - 636.7 636.7 - 676.6 676.6 - 676.6
Deferred lease benefitsfincome 191.7 - 191.7 140.9 0.1 141.0 {2.7) 1383
Total non-current liabilities 6,543.7 771.4 7.3151 71236 705.2 7.828.8 85.7 7.9145
Total liabilities 11,7339 1,099.8 12,833.7 11,7075 1,153.0 12,860.5 1911 13,051.6
Net assets 5,840.3 (822.0) 50183 6,426.9 {897.0) 55299 325.0 5.854.9

IERRENT LIABILITIES Qantas
Payables'? C 2,078.9 73 2,086.2 1,202.9 19.4 1,722.3 53 1,7216
Interest-hearing liabilities 826.4 - 826.4 3151 - 3151 (45.1) 2700
Other financial liabifities - - - ~ - - 310.0 310.0
Net payables under hedge/swap contracts 262.9 - 262.9 164.8 - 164.8 (164.8) -
Provisigns'J AF 328.8 (174.3) 154.5 521.9 (148.9) 373.0 - 373.0
Current tax liabilities E¢ 27.2 2.2 29.4 838 13 811 - 91.1
Revenue received in advance AF 1,348.1 493.2 1.841.3 1,3981 570.2 1,968.3 - 1,968.3
Deferred lease benefits/income 40,2 - 40,2 385 0.2) 383 - 38.3
Total current liabilities 4,912.5 3284 52409 4,225.1 447.8 46729 105.4 47783
l NON-CURRENT LIABILITIES

Interest-bearing liabilities C 6,134.3 403.9 6,538.2 5.831.4 365.0 6,196.4 103.9 6,300.3
Other financial liabilities - - - - - - 2836 2836
Net payables under hedge/swap contracts iNe - 1316 450.0 - 450.0 (450.0) -
Provisions®? ABF 302.3 801 3824 3542 55.9 4101 - 4101
Deferred tax liabilities’ £ 788.3 (349.3} 439.0 893.9 (396.7) 497.2 150.9 648.1
Revenue received in advance A - 636.7 636.7 ~ 676.6 676.6 - 676.6
Deferred lease benefits/income 166.2 - 166.2 124.1 0.2 1243 (2.7) 216
Total non-current liabilities 71,5227 .4 8,294.1 7.651.6 101.0 8,354.6 85.7 8,440.3
Total liabilities 12,435.2 1,099.8 13,535.0 11,878.7 1,148.8 13,0275 1911 13,218.6
Net assets 5.376.1 (831.2) 4,544.9 5.831.2 {934.4) 4,896.8 3525 5.249.3

1 Frequent Flyer provision of $216.7 million as at 30 June 2005 was reclassified from payables to provisions.

2 Make good provision on property leases of $11.9 million as at 30 June 2005 was reclassified fram payables ta pravisions.

3 Frequent Flyer provision of $39.2 million as at 39 June 2005 was reclassified from current provisions to non-current provisions,

4 Inclusive of the tax impact of other A-IFRS transition adjustments,

5 Intercompany receivables of $16.7 million as at 30 June 2005 were reclassified from receivables to deferred tax liabilities in accordance with UIG 52.
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Qantas Group

Previous Previous Effect of
GAAP  Effect of A-IFRS GAAP  Effect of A-IFRS  Adoption A-IFRS
1July Transition 1 July 30 June  Transition 30 June of AASB 1 July
2004  to A-IFRS 2004 2005  to A-IFRS 2005 132 and 139 2005
f eoumy Refs M M M SM M M M $M
Issued capital EG 3,9949 8.2 4,003.1 41734 8.1 41815 10.8 41923
Treasury shares F - (8.7} 8.7) - (17.8) {17.8) - (17.8)
Employee compensation reserve F - 3.7 3.7 - 13.7 13.7 - 13.7
Hedge reserve - - - - - - 379.0 379.0
Fair value reserve - - - - - - (28.8) {28.8)
Asset revaluation reserve D 55.5 (55.5) - 59.9 {55.5) 4.4 - 4.4
Foreign currency iranslation reserve (1.1) 1.1 - {3.7) 0.2 {3.5) - (3.5)
Retained earnings 1,776.3 (770.7) 1,005.6 2,1931 {845.7) 1,347.4 (36.0} 1,314
Equity attributable to members
of Qantas 58356 (821.9) 5.003.7 6,422.7 (897.0) 5.525.7 325.0 5,850.7
Minority interest in controlled
entities 14.7 - 14.7 4.2 - 4.2 - 4.2
Total equity 5.840.3 (821.9) 5,018.4 6,426.9 (897.0) 5,529.9 325.0 58549
I EQUITY Qantas
fssued capital £EG 39949 82 4,003 4,173.4 8.1 4,181.5 10.8 4,192.3
Employee compensation reserve F - 0.7 0.7 - 3.2 3.2 - 3.2
Kedge reserve - - - - - - 377.9 371.9
Asset revaluation reserve D 82.9 (82.9) B 82.9 (82.9) - - -
Retained earnings 1,298.3 (757.2) 541.1 1,574.9 (862.8) 7124 (36.2) 675.9
Total equity 53761 (831.2) 4,544.9 5,831.2 (934.4) 4,896.8 3525 5,249.3

The table on the next page shows the impact of transition to A-IFRS on the comparative income Statement for the year ended 30 June 2005.
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”36. Impact of Adopting A-IFRS wnunued

Qanias Group

Previous

GAAP A-IFRS

12 Months Effect of 12 Months

to June Transition to June

2005 to A-IFRS 2005

I SALES AND QTHER INCOME Refs M £1] M
Net passenger revenue’ A 9,656.5 (84.9) 9.571.6
Net freight revenue 759.9 - 759.9
Tours and travel revenue 707.8 - 707.8
Contract work revenue 484.9 - 484.9
Other’ 1,033.7 - 1,039.7
Sales and other income 12,648.8 (84.9) 12,563.9

I EXPENDITURE

Manpower and staff related [} 3,244.9 (81.4) 3,163.5
Selling and marketing 4443 57.3 501.6
Aircraft operating — variable D 2,435.8 (65.2} 2,370.6
Fuel 1,931.7 - 1,931.7
Property COF 300.5 1.5 302.0
Computer and communication C 4919 10.9 502.8
Tours and travel 563.7 - 563.7
Capacity hire 4.0 - 341.0
Other F 365.1 155 380.6
Depreciation and amortisation C,0F 1,100.0 141.3 1,241.3
Non-cancellable operating lease rentals C 3100 (43.2) 266.8
Share of net profit of associates and jointly controlled entities F {1.8) (13.9) (1.7
Expenditure 11,5271 228 11,5499
Profit before related income tax expense and net finance costs 1,121.2 (107.7} 1,014.0
fFinance income 117.0 - 117.0
Finance costs C (211.5) (5.2) {216.7)
Net finance costs (94.5) (5.2) {99.7)
Profit before related income tax expense 1,027.2 (112.9) 914.3
Income tax expense E? (262.8) 37.8 (225.0)
Profit for the year 764.4 {75.1) 689.3
Minerity interest (0.8} - 0.8}
Net profit attributable to members of Qantas 7636 (75.1) 688.5

1 An amount of $178.6 million was reclassified from passenger revenue to othes revenue under previous GAAP.
2 Inclusive of the tax impact of other A-IFRS trarsition adjustments.
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Qantas
Previous
GAAP A-IFRS
12 Months Effect of 12 Menths
to June Transition to June
2005 to A-IFRS 2005
I SALES AND OTHER INCOME Refs M M M
Net passenger revenue' A 8,405.1 {84.9) 8,320.2
Net freight revenue 7594 - 759.4
Tours and travel revenue - - -
Contract work revenue 367.0 - 367.0
Other! F 980.5 {9.9) 970.6
Sales and other income 10,512.0 (94.8) 10,417.2
I EXPENDITURE
Manpower and staff related B 2,649.8 (89.3) 2,560.5
Salling and marketing A 423.4 57.3 480.7
Aircraft operating - variable D 2,193.8 (65.2) 2,128.6
Fuel 1,691.3 - 1,691.3
Property C,DF 257.8 1.5 2593
Computer and communication C 398.8 109 409.7
Tours and travel - - -
Capacity hire 346.6 - 346.6
Other F 310.0 15.2 325.2
Depreciation and amortisation C.DF 961.1 156.1 1,117.2
Non-cancellable operating lease rentals C 2954 (43.2) 252.2
Share of net profit of associates and jeintly controlied entities F - - -
Expenditure 9,528.0 433 9571.3
Profit before related income tax expense and net finance costs 984.0 {138.1) 845.9
Finance income 1014 - 101.4
Finance costs C (216.3) {5.2) (221.5)
Net finance costs {(114.9) (5.2} {120.1)
Profit before related income tax expense 869.1 (143.3) 7258
Income tax expense E2 (239.6) 37.7 (201.9)
Profit far the year 629.5 {105.8) 5239
Minority interest - - -
Net profit attributable to members of Qantas 629.5 {105.6) 523.9

1 An amount of $200.0 million was reclassified from passenger revenue to ather revenue under previous GAAP.
2 Inclusive of the tax impact of other A-IFRS transition adjustments.
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”36. Impact of Adopting A-IFRS continued

! (A) FREQUENT FLYER ACCOUNTING

l] (C) LEASED ASSETS

The Qantas Group receives revenue from the sale to third parties of rights
1o have Qantas award points allocated to members of the Qantas Frequent
Flyer program, Under previous GAAP. this revenue was recognised when
received. Under A-IFRS, this revenue is deferred and recognised when the
paints are redeemed.

Members of the Qantas Frequent Flyer program also accumulate points by
travelling on qualifying Qantas and partner airline services. The abligation
to provide travel rewards to members arising from these points is provided
for as points are accumulated. The provision is based on the incremental
cost (being the cost of meals, fuel and passenger expenses} of providing the
travel rewards. The provision will be reduced as members redeem awards,

At the date of transition an amount of $955.7 million was recognised as
a liability with a consequential decrease in retained earnings of $669.0
million after a tax benefit of $286.7 million,

Applying A-IFRS to the Frequent Flyer program for the year ended 30 June
2005 results in a $142.2 million decrease in profit before related income
tax expense.

IE) DEFINED BENEFIT SUPERANNUATION PLANS

Under previous GAAR, defined benefit plans were accounted for on a cash
basis, with no defined benefit liability or asset recognised on the Balance
Sheet, Under A-IFRS, the Qantas Group’s net obligation with respect to
defined benefit superannuation pians is calculated separately for each plan
by estimating the amount of future benefit that employees have earned in
return for their service in current and prior periods. The benefit is
discounted to determine its present value and the fair value of any plan
assets is deducted.

Actuarial gains and losses that arise sitbsequent to transition date are
recognised o the Income Statement according to the "corridar” method as
provided by AASE 119 Employee Benefits. The *corridor” method recognises
movements in the funding position to the extent they exceed 10 per cent of
the greater of the plan’s assets or liabilities.

At the date of transition, an amount of $76.4 million has been recognised
as a liability with a consequential decrease in retained earnings of $53.5
million after a tax benefit of $22.9 million,

The calculation of the funding positian under AASB 119 differs from the
method applied by the actuary, conducted in accordance with the terms

of the trust deed, to determine Qantas’ contribution to the plans. The most
recent actuarial valuations confirmed that the value of the Plans’ assats
were sufficient to meet all anticipated liabilities, No material change in
Qantas’ contribution to the plans are therefore anticipated.

Applying A-IFRS to superannuation for the year ended 30 June 2005 results
in @ $25.0 million increase in profit before related income tax expense,
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Aircraft

Under both previous GAAP and A-IFRS, Qantas is required to consider the
economic substance of the leasing arrangement when determining the
appropriate accounting treatment. In both cases, itis the transfer (or lack
thereof) of substantially all the risks and benefits associated with the
leased asset that determines the accounting treatment for both the Jessor
and lessee.

Where substantially all of the risks and benefits incidental to ownership of
the leased asset effectively remain with the lessor, the lease is an operating
lease. Where substantially all of these risks and henefits effectively pass to
the lessee, the lease is a finance lease.

Both previous GAAP and A-IFRS requires a lease 1o be classified as either
an operating lease or a finance lease at the inception of the lease. Once
determined, the lease ¢lassification cannot change without a change in the
actual terms of the lease. AASB 1008 Leases provided the following criteria
to assist lessees in determining when there has been an effective passing of
substantially all of the risks and benefits incidental to ownership. Such risk
transfer is presumed where bath of the following criteria were satisfied:

a. the lease is a non-cancellable lease; and
b. where either of the following tests are satisfied:

* the tease term is for 75 per cent or more of the remaining economic life
of the leased asset; or

* the present value at the beginning of the lease term of the minimum lease
payments equals or exceeds 90 per cent of the fair value of the leased
asset at the inception of the lease.

Whilst AASB 117, the A-IFRS equivalent to AASB 1008 Leases, was stated to
be conforming 1o AASB 1008, this quantitative guidance to facilitate lease
classification is not incorpoarated within AASE 117.

A review of all aircraft operating leases, applying AASB 117 lease
classification criteria, has been completed. As a result of this review,

six aircraft previously classified as operating leases under previgus GAAP
required reclassification as finance leases under A-IFRS.

At the date of transition, an increase in property, plant and equipment of
$338.5 miflion and an increase in lease liabifity of $403.9 million is
recognised. The consequential decrease in retained earnings of $45.8
million is recognised after a tax benefit of $19.6 million.

Applying A-IFRS to aircraft leases for the year ended 30 June 2005 results in
a54.5 million decrease in profit before related income tax expense. This is
comprised of a decrease in the operating lease expense of $79.8 million
offset by an increase in depreciation of $43.4 million and interest expense
of $40.9 million.
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QOther Leases

l {E) INCOME TAXES

A-IFRS requires the lease expense to be recognised on a straight-line basis.
An A-IFRS transition adjustment is therefare required for leases with a pre-
determined rent escalation.

At the date of transitian, an increase in payables of $9.2 million and
conseguential decrease in retained earnings of $6.4 million is recognised
after a tax benefit of $2.8 million.

Applying A-IFRS to other leases for the year ended 30 June 2005 results
in a $11.7 million increase in profit before related income tax expense.

i (D) PRCPERTY, PLANT AND EQUIPMENT

Under both previous GAAP and A-IFRS, items of property, plant and
equipment are initially recorded at their cost of acquisition at the date of
acquisition, being the fair value of the consideration provided plus
incidental costs directly attributable 1o the acquisition. Majer modifications
to aircraft and the costs associated with placing the aircraft into service are
capitalised as part of the cost of the asset to which they relate.

Transition Exemption

As permitted by AASB 1 - First-time Adoption of A-IFRS, Qantas has elected
to deem the cost of land and buildings under A-IFRS to be the carrying
value at the date of transition, At the date of transition, a decrease in the
asset revaluation reserve of $55.5 million {(Qantas: $82.9 million) is
recognised with a consequential increase in retained earnings of §55.5
million (Qantas: $82.9 million).

Major Inspections

Under previous GAAP, all aircraft maintenance and inspection costs were
expensed as incurred. Under A-IFRS, the cost of major inspections of
airframes and engines is capitalised and depreciated over the scheduled
usage period to the next major inspection event. All other aircraft
maintenance costs were expensed as incurred.

At the date of transition, a decrease in property, plant and equipment of
$57.5 million with a censequential decrease in retained earnings of $40.3
million is recognised after a tax benefit of $17.2 million,

Applying A-IFRS to aircraft inspection costs for the year ended 30 june 2005

results in a $8.7 million increase in aircraft depreciation and operating costs.

Software Development Costs

Under A-IFRS, software development costs that meet the criteria to be
recognised as internally generated intangible assets are capitalised.

At the date of transition, a decrease in property, plant and equipment of
$141.8 million {Qantas: $141.8 million) and an increase in intangible assets
of $141.8 million (Qantas: $141.8 million) is recognised increasing to
$160.0 million (Qantas: $160.0 million) at 30 June 2005. There is no effect
on retained earnings.

On transition to A-IFRS, the balance sheet method of tax effect accounting
was adopted, rather than the “profit and loss’ method previously applied
under previous GAAP. Under the balance sheet approach, income tax on
the profit and loss for the year comprises both current and deferred taxes.

Broadly, temporary differences were differences between the carrying
amount of assets and liabilities for financial reporting purposes and the
amount attributed to those assets and liahilities for taxation purposes.
Temporary differences may give rise to deferred tax assets or deferred
tax liabilities.

A deferred tax liability is required 1o be recognised, subject to some
exceptions. A deferred tax asset shall be recognised only to the extent that
it is probable that future taxable profits will be available against which the
deductible temporary difference can be utilised, subject to some exceptions.

&1 the date of transition, excluding the tax effect of adjustments generated
by the adoption of other A-1FRS standards, applying A-IFRS results in an
increase in deferred tax liabilities of $2.1 miilion and an increase in capital
of $8.2 million. These were recognised after a decrease in retained earnings
of $10.3 million.
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”36. Impact of Adopting A-IFRS continued

I (F) OTHER

Financial Instruments

AASB 2 Share Based Payments: as permitted by AASB 1 Qantas has not
applied AASB 2 retrospectively to share based payments made priorto 7
November 2002. it therefore does not apply to Entitlements issued under
the Qantas Long-Term Executive Incentive Program (QLTEIP).

AASB 3 Business Combinations: as permitted by AASB 1, Qantas has
applied this standard prospectively. Amortisation of goodwill on acquisition
ceased on 1 July 2004. For the year ended 30 June 2005, goodwill
amortised under previous GAAP was $28.5 million (Qantas: $nil} inclusive
of $13.4 million goodwill amortisation in assaciate and jointly controlled
entity investments, '

AASB 121 Foreign Exchange: as permitted by AASB 1, Qantas has reset the
foreign currency translation reserve to zero on adoption of this standard.

AASB 123 Borrowing Costs; as permitted by AASB 123, Qantas has
continued to capitalise borrowing costs associated with the acquisition of
qualifying assets such as aircraft and terminals,

AASB 127 Consolidations: to comply with the intent of UIG 112, Qantas has
consolidated the Qantas Deferred Share Plan Trust {QDSPT). The QDSPT
holds shares in Qanas on behalf of participants (who are Qantas
employees), which will be classified as Treasury Shares on cansolidatian.

AASB 136 Impairment of Assets: under previous GAAP, Qantas used
discounted cash flows to assess the value in use of non-current assets,
Qantas tested il non-current assets for impairment on the transition to
A-IFRS regardless of the existence of indicators of impairment. Ne change
in the carrying value of non-current assets was required on the adoption
of AASB 136,

AASB 138 Intangible Assets: intangible assets with an indefinite life, such
a¢ purchased airport landing slots, are not amortised but are tested for
impairment each reporting period.

138

The transition to AASB 132 Financial Instruments: Disclosure and
Presentation and AASB 139 Financial Instruments: Recognition and
Measurement applied to Qantas effective from 1 luly 2005. The Qantas
Group has chosen not to restate comparative information with respect to
AASB 132 and AASB 139.

Qantas risk management practices will continue to be determined on an
economic basis under A-IFRS. it is expected that this approach will result in
some transactions failing the AASB 139 hedge effectiveness criteria from
time to time. If hedging transactions are deemed ineffective under AASR
139, changes in the fair value of these transactions are to be recognised in
the Income Statement as they occur, potentially causing earnings volatifity.

Two areas of Qantas’ risk management practice that were significantly
impacted by the requirements of AASB 139 are options and fuel hedging,

Options

AASB 139 allows the option value be separated into its intrinsic and non-
intrinsic components and onty the intrinsic vafue is designated as a hedging
instrument. The intrinsic value of the option must therefore be separated
and designated as the hedge instrument, with all other components of the
option value (being primarily time value and volatility) being fair valued to
the Income Statement oves the life of the option.

Options form a significant part of Qantas’ hedging strategy for foreign
exchange revenue, capital expenditure, fuel and interest rate exposures.
The changes in fair value of the non-intrinsic component of an option may
cause periods of volatility in the Income Statement for Qantas.

Aviation Fuel

AASB 139 permits hedge accounting for all financial exposures on a
component basis. Non-financial assets or liabilities such as aviation fuel,
however, are treated differently under the standard. Designation of
components of risk embedded in a commodity exposure are not permitted
under AASB 139. Accordingly, components of aviation fuel expense {for
example, crude oil} may not be hedged independently and achieve hedge
accounting under AASB 139. The total exposure (ie aviation fuel) must be
hedged in its entirety.

Qantas achieved hedge accounting for aviation fuel risk management
transactions in the majority of instances. However, given the high volatility
of fuel markets, the AASB 139 effectiveness test may not ke met from time
to time and on these occasions changes in the fair value of hedging
instruments may cause volatility in the income Statement.
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H37. Change in Accounting Policy

I RECONCILIATION OF FINANCIAL INSTRUMENTS AS IF AASB 139 WAS APPLIED AT 1 JULY 2005

(n the current year, the Qantas Group adopted AASB 132 and AASB 139, This change in accounting policy has been adopted in accordance with the
transition rules contained in AASE 1, which does not require the restatement of camparative informatien for financial instruments within the scope of
AASB 132 and AASB 139.

The adoption of AASB 139 has resulted in the Qantas Group recognising available-for-sale investments and all derivative financial instruments as assets and
liabilities at fair value. This change has been accounted for by adjusting the opening balance of eguity at 1 July 2005.

The impact an the Balance Sheets in the comparative periad is set out below as an adjustment to the opening Balance Sheets at 1 July 2005. The transitional
provisions will not have any effect in future reperting periods.

I APPLICATION OF AASB 132 AND AASB 139 PROSPECTIVELY FROM 1 JULY 2005

Qantas Group Qantas

Impact of Impact of

Change in Change in

Previous  Accounting Previous  Accounting
GAAP Policy A-IFRS GAAP Policy A-IFRS
Refs b1 M ™ M ™ M
Receivables 1,1303 (0.6} 1,129.7 1,1355 (0.6} 1,134.9
Other financial assets A - 1,550.1 1,550.1 - 1,527.7 1,527.7
Net hedge/swap receivable 1,038.8 (1,038.8) - 1,016.4 (1,016.4) -
Other assets 237.3 340 FEATE] 2250 340 259.0
Investments accounted for using the equity method 356.0 1.3 357.3 - - -
Other investments B 93.9 {28.8) 7143 746.6 - 746.6
Property, plant and equipment 12,684.5 (1.1 12,683.4 11,299.6 . 11,2985
Payables {1,902.0) (5.3) (1,907.3) (1,722.3) (5.3) (1,727.6)
Interest-bearing fiabilities {5.914.7) (58.8) (5.973.5) (6,511.5) {58.8) (6,570.3)
Other financial liabilities A - (571.6) {(571.6) - (593.6} (593.6)
Net hedge/swap payable (592.8) 592.8 - (614.8) 614.8 -
Deferred tax hiabilities (518.2) (¥50.9) (669.1} (497.2) {150.9) (648.1)
Deferred lease benefits {141.0) 2.7 {138.3) (124.1) 2.7 {121.4)
Issued capital (4,181.5) {10.8) (4,192.3) (4,181.5) (10.8) (4,192.3)
Hedge reserve A - (379.0) (379.0) - {377.9) (377.9)
Fair value reserve - 288 28.8 - - -
Retained earnings (1,347.4) 36.0 (1,311.4) {712.1) 36.2 (675.9)

A Under previous GAAP, the Qantas Graup did not recognise derivatives at fair value on the Batance Sheet. tn accordance with A-IFRS derivatives are now recognised at fair value,
B Under previous GAAP, the Qantas Group recorced available-for-sale equity securities at cost. In accordance with A-IFRS they are now recegnised at fair value,
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” Directors’ Declaration

1. In the opinion of the Directors of Qantas Airways Limited (Qantas):

(a) the Financial Statements and Notes, and the Remuneration Disclosures set out on

pages 57 to 66 of the Remuneration Report in the Directars’ Report
are in accordance with the Corporations Act 2001, including:

i. complying with Australian Accounting Standards and the Corporations Regulations; and

ii. giving a true and fair view of the financial position of Qantas and the Qantas Group as at 30 June 2006 and of their performance as represented
by the results of their operations and their cash flows, for the year ended on that date; and

(b} the remuneration disclosures that are inciuded on pages 57 to 66 of the Remuneration Re

port in the Directors' Report comply with Australian
Accounting Standard AASB 124 Related Party Disclosures; and

(c} there are reasonable grounds to believe that Qantas will be able to pay its debts as and when they become due and payable,

2. There are reasonable grounds to believe that Qantas and the controlled entities identified in

which they are or may become subject to by virtue of the Deed of Cross Guarantee betw
Class Order 98/1418,

Note 26 will be able to meet any obligations or liabilities to
een Qantas and those controlled entities entered pursuant to ASIC

3. The Directors have been given the declarations required b

y section 295A of the Corporations Act 2001 from the Chief Executive Officer and the Chief
Financial Qfficer for the year ended 30 June 2006,

Signed in accordance with a Resolution of the Directors:

e -

Margaret Jackson

Geaoft Dixon
Chairman

Chief Executive Officer

Sydney, 28 Avgust 2006
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m to the members of Qantas Airways Limited

ﬂ SCOPE

[I THE FINANCIAL REPORT, REMUNERATICN DISCLOSURES AND GIRECTGRS' RESPONSIBILITY

The Financial Report comprises the Income Statements, Balance Sheets, Statements of Changes in Equity, Cash Flow Statements, accompanying notes 1 1o 37
1o the Financia) Statements and the Directors’ Declaration for both Qantas Airways Limited {Qantas) and Qantas Airways Limited and its controlled entities
(Qantas Group), for the financial year ended 30 June 2006. The Qantas Group comprises hoth Qantas and the entities it controlled during that financial year.

As permitted by the Corporations Regulations 2001, Qantas has disclosed information about the remuneration of Directors and Executives (remuneration
disclosures), required by Australian Accounting Standard AASB 124 Related Party Disclosures, under the heading “Remuneration Repart” on pages 54 to 66
of the Directors' Report and not in the Financial Report.

The Remuneration Report alse contains information included on pages 54 to 56 not required by Australian Accounting Standard AASB 124 which is not subject
to our audit,

The Directors of Qantas are responsible for the preparation and true and fair presentation of the Financial Report in accordance with the Corporations Act
2001. This includes responsibility for the maintenance of adequate accounting records and internal controls that are designed to prevent and detect fraud
and error, and for the accounting policies and accounting estimates inherent in the Financial Report. The Directors are respansible for preparing the relevant
reconciling informatian regarding the adjustments required under the Australian Accounting Standard AASB 1 First-time Adoption of Australian equivalents
to International Financial Reporting Standards. The Directors are also responsible for the remuneration disclosures contained in the Directors” Report.

ﬂ AUDIT APPROACH

We conducted an independent audit in order to express an opinion to the members of Qantas. Qur audit was conducted in accordance with Australian Auditing
Standards in order to provide reasonable assurance as to whather the Financial Report is free of material misstatement and that the remuneration disclosures
comply with AASB 124, The nature of an audit is influenced by factors such as the use of professional judgement, selective testing, the inherent limitations of
internat control, ard the availability of persuasive rather than cenclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have
been detected. We performed procedures to assess whether in all material respects the Financial Report presents fairly, in accordance with the Corporations
Act 2001, Australian Accounting Standards and other mandatory financial reporting requirements in Australia, a view which is consistent with our
understanding of Qantas’ and Qantas Group's financial position, of their performance as represented by the results of their operations and cash flows and
whether the remuneration disclosures comply with Australian Accounting Standard AASB 124,

We formed our audit opinton on the basis of these procedures, which included:
« examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the Financial Report, and
« assessing the appropriateness of the accounting policies and disclosures used and the reasonabteness of significant accounting estimates made by the Directors.

While we consider the effectiveness of management’s internal contrals over financial reporting when determining the nature and extent of our procedures,
our audit was not designed to provide assurance on internal controls.

[I AUDIT OPINION

1. In our opinion, the Financial Report of Qantas Airways Limited is in accordance with:
(a) the Corporations Act 2001, including:

i. giving a true and fair view of Qantas’ and Qantas Group's financial position as at 30 June 2006 and of their performance for the financial year ended on that
date; and

i, complying with Australian Accounting Standards and the Corporations Regulations 2001, and
(b} other mandatory financial reporting requirements in Australia.

2. The remuneration disclosures that are contained on pages 57 to 66 of the Remuneration Report in the Directors” Report comply with Australian Accounting Standard
AASB 124 Related Party Disclosures,

(r)

KPMG Mark Epper
Partner

Sydney, 28 August 2006
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The shareholder information set out below was applicable as at 22 August 2006.

I DISTRIBUTION OF ORDINARY SHARES

Analysis of ordinary shareholders by size of shareholding:

Ordinary Number of % of
Number of Shares Shares Held Shareholders Issued Shares
T - 1,000 17,824,204 39121 0.91
1,000 - 5000 207,363,684 84,899 10.61
5001 - 10,000 81,699,481 11,699 418
10,601 - 100,000 114,082,323 5,553 5.84
100,001 and over 1,534,065,752 236 78.46
Total 1,955,035,444 141,508 100.00
17,422 shareholders hotd less than a marketable parcel of shares in Qantas Airways Limited.
J on-marKkeT BuY-BACKS
There is no current on-market buy-back.
I TWENTY LARGEST SHAREHOLDERS
Ordinary % of
Shareholders Shares Held Issued Shares
IP Morgan Nominees Australia Ltd 481,968,046 24.65
Westpac Custodian Nominees Ltd 327,049,506 16.73
National Nominees Limited 239,422,337 12.25
ANZ Nominees Limited 130,563,224 6.68
Citicorp Nominees Pty Limited 85,760,116 4.39
RBC Dexia Services Australia Nominees Pty Limited 39,054,984 2.00
Cogent Nominees Pty Limited 37,196,068 1.90
UBS Neminees Pty Ltd 21,299,328 1.09
HSBC Custedy Nominees (Australia) Limited 21,140,681 1.08
Australian Reward Investment Alliance 18,451,627 0.94
Woodross Nominees Pty {td 13,987,501 0.72
AMP Life Limited 11,420,137 0.58
Westpac Financial Services Lid 8,421,723 0.43
Queensland Investment Corporation 6,713,335 0.34
Pacitic Custodians Pty Limited 5,807,393 0.30
Merill Lynch {Australia) Nominees Pty Ltd 5,591,349 0.29
Pan Austratia Nominees Pty Limited 4,460,000 0.23
Bond Street Custodians Limited 4,222,163 0.22
Argo Investments Limited 3,749,302 0.19
Victorian Workcover Authority 3415181 017
1,469,700,001 75.18

I SUBSTANTIAL SHAREHOLDERS

The following shareholders have notified that they are substantial shareholders of Qantas Airways Limited:

Ordinary % of
Shareholders Shares Held Issued Shares
The Capital Group of Companies Ing’ 229,542,049 11.74
UBS5 Nomirees Pty Ltd? 209,165,998 10.85
Franklin Resources Ing? 165,726,019 8.59

1 Substantial shareholder notice dated 1 May 2006
2 Substantial sharehalder notice dated 22 December 2005
3 Substantial shareholder notice dated 3 March 2006
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I SHARE SNFORMATION Unit 2006 2005 2004 2003 2002
Dividends per share cents 1.0 19.0 17.0 17.0 17.0
Share price - high $ 4117 373 381 488 4,92
Share price — low ) 2.93 3.13 3.08 2.85 2.60
Share price — closing $ 2.96 3.37 3.52 3.27 460
Weighted average number of ordinary shares M 1,927.7 1,869.2 1,815.4 1,721.2 1,469.4
OPERATIONAL STATISTICS
Qantas
Passengers carried 000 24,212 24,734 16,106 25,085 23,487
Revenue passenger kitometres {RPKs) M 78,844 77,198 75.621 73,355 72,7177
Available seat kilometres (ASKs) M 101,102 100,265 96,020 93,674 92,610
Revenue seat factor % 78.0 1.0 78.8 78.3 78.6
Revenue freight tonne kilometres (RFTKs) M 2,633 2,329 1,601 1,598 1,598
Australian Airlines
Passengers carried 000 748 812 705 72 -
Revenue passenger kilometres (RPKs) M 3,553 3,906 3,485 1,538 -
Available seat kilometres (ASKs) M 5,257 5,646 5,148 2,602 -
Revenue seat factor % 67.6 69.2 67.7 59.1 -
Qantaslink
Passengers carried 000 3,316 3,058 2,996 3,339 3,641
Revenue passenger kilometres {RPXs) M 2,092 1,879 1,931 2,294 2,357
Available seat kilometres (ASKs) M 3,048 2,595 2,687 3,169 3,334
Revenue seat factor % 68.6 72.4 719 124 1.7
Jetstar
Passengers carried 000 5.799 4,384 315 - -
Revenue passenger kilometres (RPKs) M 6,410 4,346 N - -
Available seat kilometres {ASKs) M 8,663 6,004 383 - -
Revenue seat factor % 74.0 724 723 - -
Qantas Group’

Passengers carried 000 34,075 32,658 30,076 28,746 27128
Revenue passenger kilametres (RPKs) M 90,899 86,986 81,276 77187 75,134
Available seat kilometres (ASKs) M 118,070 114,003 104,200 99,445 95,944
Revenue seat factor % 71.0 76.3 78.0 776 783
Aircraft in service at balance date # 216 200 190 196 193
Passenger yield (per RPK} cents 10.94 10.34 - - -
Average full-time equivalent employees # 34,832 35,520 33,862 34,872 33,044
RPK per employee 000 2,610 2,449 2,400 .13 2,274
ASK per employee 000 3,390 3.210 3,077 2,852 2,904

1 Qantas and Setstar priar year statistics include the effect of a domestic codeshare agreement between the iwo airlines. However, the effect of this codeshare is only included

ance in the prior year statistics far the Qantas Group operations.
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I 2006

I 2007

16 February Half year result announcement

8 March Record date for interim dividend

5 April Interim dividend payable

30 June Year end

17 August Preliminary final result announcement
6 September  Record date for final dividend

4 Octoher Final dividend payable

19 October Annual General Meeting, Sydney

I&OSSARY

22 February Half year resuft announcement

7 March Record date for interim dividend

4 April interim dividend payable

30 June Year end

16 August Preliminary final resutt announcement
31 August Record date for final dividend

3 October Final dividend payable

18 October Annual General Meeting, Melbourne

I NOTICE OF MEETING

Australian Equivalents to International Reporting
Standards (A-IFRS)

Australian Securities & Investments Commission (ASIC)

Australian Stock Exchange (ASX)

Annual General Meeting (AGM)

Available Freight Tonne Kilometres (AFTKs)

Total freight tonnage capacity available, multiplied by the number of
kilometres flown.

Available Seat Kilometres {ASKs)

Total number of seats availabte for passengers, multiplied by the number of
kitametres flown.

Available Tonne Kilometres (ATKs)

Tatal number of tonnes of capacity available for carriage of passengers,
freight and mail, multiplied by the number of kilometres flowa.

Generally Accepted Accounting Principles {previous GAAP)

International Air Transport Association (IATA)

Passenger Yield

Passenges revenue, excluding passenger recoveries, divided by RPKs,

Revenue Freight Tonne Kilometres (RFTKs)

Total number of tonnes of paying freight carried, multiplied by the number
of kilometres flown.

Revenue Passenger Kilometres (RPKs)

Total number of paying passengers carried, multiplied by the number of
kilometres flown.

Revenue Seat Factor

Percentage of total passenger capacity actually utilised by paying passengers.

Sustainable Future Program (SFP)

Urgent Issues Group (LG}

The 2006 AGM of Qantas Airways Limited will be held at 2pm on Thursday,
19 October 2006 in the City Recital Hall, Angel Place, Sydney.

The 2007 AGM of Qantas Airways Limited will be held on Thursday,
18 October 2007 in Melbourne. The details will be available on the Qantas
website at www.gantas.com.au/info/aboutfinvestors/agms,

I REGISTERED OFFICE

Qantas Airways Limited ABN 16 009 661 901

Qantas Centre

Level 9 Building A, 203 Coward Street, Mascot NSW 2020, Australia
Telephone (612} 9691 3636 Facsimile (612) 9691 3339
WWW.gantas.com

Qantas Share Registry
Level 12, 680 George Street, Sydney NSW 2000, Australia

or
Lacked Bag A14, Sydney South NSW 1235, Australia

Freecall 1800 177 747 International (612) 8280 7390
Facsimile {612) 9287 0303 Email registry@qantas.com

Stock Exchange
Australian Stock Exchange, 20 Bridge Street, Sydney NSW 2000, Australia

Depositary For American Depositary Receipts
The Bank of New York, ADR Division, 101 Barclay Street, New York NY USA
Telephone 1 (212) 815 2218 Facsimile 1 {212 571 3050

General Counsel & Company Secretary Brett Johnson







&QANTAS

Qantas Airways Limited ABN 16 009 661901

gantas.com




