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Qantas Superannuation Plan

Statement of Net Assets
As at 30 June 2016

ASSETS

Cash and cash equivalents
Cash at bank
Cash held by investment managers
Australian short-term deposits

Total cash and cash equivalents

Receivables
Contributions receivable
Other receivables and prepayments
Income tax receivable
Deposits held with broker margin accounts
Investment income receivable
Outstanding settlements for securities sold
Other investment related receivables

Total receivables

Investments
Australian equities and managed funds
Global equities and managed funds
Money market securities
Australian fixed income securities
Global fixed income securities
Derivatives

Total investments

Total assets

LIABILITIES
Payables
Benefits payable
Accounts payable
Income tax payable
Outstanding settlements for securities purchased
Deposits held with broker margin accounts
Total payables
Financial liabilities
Derivatives
Repurchase agreements
Total financial liabilities
Other liabilities
Deferred tax liability
Total other liabilities
Total liabilities

Net assets available to pay benefits

The above Statement of Net Assets should be read in conjunction with the accompanying notes.

Notes

W W W W

W W W W w

Schedule 1

2016 2015
$°000 $°000
9,602 27,863
633,709 633,716
515,378 442,404
1,158,689 1,103,983
12,253 9,398
427 189

- 13,036

79,022 94,817
31,063 8,328
13,988 26,244
2,716 3,584
139.469 155.596
2,024,560 2,199,932
2,348,119 2,180,047
863,444 572,997
587,639 767,111
96,811 279,533
77,497 88,344
5,998.070 6.087.964
7,296,228 7.347,543
7,372 8,153
26,723 27,210
1,765 -
33,201 28,725
25,495 12,894
94,556 76,982
87,309 100,550
175,282 130,746
262,591 231,296
38,076 63,060
38,076 63,060
395,223 371,338
6,901,005 6,976,205




Qantas Superannuation Plan

Statement of Changes in Net Assets
For the year ended 30 June 2016

Net assets available to pay benefits at the beginning of the financial year
Add:
Investment revenue
Interest
Dividends and trust distributions
Other revenue
Changes in net market value of investments
Less: Direct investment expense
Total investment revenue
Contribution revenue
Employer contributions
Members’ contributions
Government co-contribution
Low income super contribution
Transfers from other funds
Transfer from Australian Air Express
Total contribution revenue
Other revenue
Total revenue

Less:
General and administrative expenses
Actuarial fees
Administration expenses
Regulatory fees
Project expenses
Other general expenses
Total general and administrative expenses
Insurance expense
Insurance premium expense
Claims management expense
Total insurance expenses
Benefits paid
Exited Members
Disabled Members
Total benefits paid
Total expenses and benefits paid
Total revenue less total expenses and benefits paid before income tax
Income tax expense
Total revenue less total expenses and benefits paid after income tax
Net assets available to pay henefits at the end of the financial year

Notes

18

15

10

Schedule 2
2016 2015
$000 $°000
6,976,205 6,850,114
74,418 83,862
252,892 202,464
406 503
(246,241) 256,651
(32,077) (47,979)
49,398 495,501
266,829 267,367
43,864 55,172
207 262
446 421
32,589 51,561
336 50,357
344,271 425,140
15,096 3,743
408,765 924,384
574 511
10,151 10,141
829 938
688 843
1 25
12,243 12,458
24,935 19,059
107 150
25,042 19,209
421,653 690,212
7,913 6,109
429,566 696,321
466,851 727,988
(58,086) 196,396
17,114 70,305
(75,200) 126,091
6,901,005 6,976,205

The above Statement of Changes in Net Assets should be read in conjunction with the accompanying notes.



Qantas Superannuation Plan Schedule 3/1

Notes to and Forming Part of the Financial Statements
For the year ended 30 June 2016

Note 1 Nature of the Plan and Principal Activities

The Qantas Superannuation Plan (the Plan) (ABN: 41 272 198 829) is a contributory Plan established for the benefit of eligible
Australian based employees of Qantas Airways Limited and its controlled entities under a Trust Deed dated 1 June 1939 as
subsequently amended.

The financial statements of the Plan as at and for the year ended 30 June 2016 comprise the Plan and its controlled entities. The
Plan has both defined benefit and accumulation divisions for the provision of superannuation benefits and arrangements to its
Members. The Plan is registered with the Australian Prudential Regulation Authority (registration no: R1005486).

Qantas Superannuation Limited (ABN: 47 003 806 960) (the Trustee) is a not for profit Trustee company for the Plan. The Plan
and Trustee are incorporated and domiciled in Australia. The registered address for the Trustee is 10 Bourke Road, Mascot,
NSW, 2020, Australia. The financial statements were approved by the Board of the Trustee on 29 September 2016.

Note2 Summary of Significant Accounting Policies

These general purpose financial statements have been prepared in accordance with applicable Australian Accounting Standards
including AAS25 Financial Reporting by Superannuation Plans (AAS25) as amended by AASB 2005-13 (December 2005),
other mandatory professional reporting requirements, the provisions of the Trust Deed dated 1 June 1939 and amendments
thereto and relevant legislative requirements. Australian Accounting Standards include Australian equivalents to International
Financial Reporting Standards (AIFRS). As AAS2S5 is the principal standard that applies to the Financial Statements, other
standards, including AIFRS, are applied where AAS2S5 is silent.

(a) Functional Presentation Currency and Rounding

The financial statements are presented in Australian dollars, which is the functional currency of the Plan. Amounts have
been rounded to the nearest thousand dollars except where otherwise noted.

(b) Cash and Cash Equivalents

Cash comprises cash on hand and demand deposits. It includes cash held directly by the Plan and cash held on behalf of
the Plan by investment managers. Cash equivalents are short-term, highly liquid investments that are readily convertible
to known amounts of cash and which are subject to an insignificant risk of change in value.

(c) Investments

Investments are recorded at net market value at year end which is determined as follows:

(i)  Market quoted investments: The net market value of an investment for which there is a readily available market
quotation is determined as the last quoted sale price as at the close of business on the reporting date, less the
appropriate allowance for costs expected to be incurred in realising investments.

(ii) Non-market quoted investments: Investments for which market quotations are not readily available are valued at
the net fair value determined by the Trustee as follows:

e  Unlisted securities — recorded with reference to recent arms-length transactions, most recent arms-length
valuation, current market value of another instrument substantially the same or discounted cash flows, less
estimated realisation costs.

e  Where discounted cash flow techniques are used, estimated future cash flows are based on Management’s best
estimates and the discount rate used is a market rate at the balance date applicable for an instrument with
similar terms and conditions.

e  Where other pricing models are used, inputs are based on market data at the balance date.

Private equity investments are valued according to the most recent valuation obtained from the underlying
manager at net market value adjusted for subsequent new investments, redemptions and significant changes in
underlying conditions through to balance date.

(iii) The Plan invests in assets managed by third parties through wholly-owned sole purpose investment vehicles, which
are recorded at net market value. Refer to Note 12(e) for details.



Qantas Superannuation Plan Schedule 3/2

Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note 2 Summary of Significant Accounting Policies (continued)

@

(e)

®

(@

(h)

Derivative Financial Instruments

Derivative financial instruments are entered into by some of the investment managers appointed by the Trustee to
manage risk and adjust the Plan’s exposure to particular investment classes. All derivatives are classified as held for
trading within financial assets or financial liabilities and are measured at fair value through the profit or loss.

The detail of derivatives held at balance date is shown in Note 8.

Receivables and Payables
Receivables are settled within 30 days and are recognised at the nominal amount, inclusive of GST where applicable. An
allowance for uncollectable amounts is only made where there is objective evidence that the debt will not be collected.

Benefits payable includes benefits in respect of Members who ceased employment with the employer sponsor or
associated employer but had not been paid by balance date.

Payables are recognised as goods and services received by the Plan during the year where the invoice has not yet been
received or paid by the Plan. Payables are settled within 30 days of receipt of an invoice.

Liability for Accrued Benefits

The liability for accrued benefits is actuarially measured on at least a triennial basis and represents the value of the Plan’s
present obligations to pay benefits to its Members and other beneficiaries at the date of measurement. It is not included in
the Statement of Net Assets. However, the latest measurement date is reported in Note 19.

Goods and Services Tax (GST)

Revenue, expenses and assets (excluding receivables) are recognised net of the amount of GST recoverable from the
Australian Taxation Office (ATO) as a reduced input tax credit (RITC). To the extent that GST is not recoverable from
the ATO, 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 recoverable from, or payable to, the ATO is included as a current asset or liability in the
Statement of Net Assets.

Significant Accounting Estimates and Assumptions

The carrying amounts of certain assets and liabilities are often determined based on estimates and assumptions of future
events. The only key estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of these assets and liabilities are disclosed in Note 9 (b) and (e).

Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Plan and revenue can be
reliably measured. Specific recognition criteria are detailed in the following paragraphs:

Interest income
Interest income is recognised in the Statement of Changes in Net Assets on an accruals basis, using the effective interest
rate of the instrument.

Dividends and trust distributions
Revenue from dividends and trust distributions is recognised on the date the shares or units are quoted ex-dividend and if
not received at reporting date, is reflected in the Statement of Net Assets as a receivable at net market value.
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Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note 2 Summary of Significant Accounting Policies (continued)

@

®)

)

Changes in net market value of investments

Changes in the net market value of investments are recognised as income as the difference between the net market value
at year end or consideration received (if sold during the year) and the net market value as at the prior year end or cost (if
the investment is acquired during the year). Gains or losses on investments and derivatives which are due to changes in
foreign exchange rates are included in Statement of Changes in Net Assets.

Contributions and transfers from other funds
Contributions and transfers in are recognised on an accruals basis, when control and the benefit from the revenue has
been transferred to the Plan. Employer contributions are recognised gross of tax and are assessable income for tax

purposes.

Derecognition of Financial Assets and Financial Liabilities

A financial asset is derecognised when:
° The rights to receive cash flows from the asset have expired; or
° The Plan transfers substantially all the risks and rewards of ownership of the asset.

A financial asset is not derecognised when a repurchase agreement has been entered into. The repurchase agreement is
recognised as a deposit in investment assets and a liability is recognised in respect of the obligation to repurchase.

Income Tax

The Plan is a complying superannuation fund within the provisions of the Income Tax Assessment Act. Accordingly, the
concessional tax rate of 15% has been applied.

Deferred Tax Assets (DTA) or Deferred Tax Liabilities (DTL) are recognised in respect of temporary differences
between the carrying amount of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax assets are recognised to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry-forward of unused tax assets and unused tax losses can be
utilised.

Capital assets held for less than 12 months are taxed at the Plan’s tax rate of 15%. Where capital assets are held for
greater than 12 months, the Plan is entitled to a further discount on the tax rate, leading to an effective tax rate of 10% on
gains or losses arising.

The detail of income tax is shown in Note 4.

Foreign Currency

Transactions in foreign currencies are initially recorded in the functional currency at the exchange rates applicable at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated at the exchange
rate at balance date.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from
those at which they were translated on initial recognition, are recognised as changes in net market value in the Statement
of Changes in Net Assets (and disclosed in Note 5) in the period in which they arise.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate as at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rate at the date when the fair value was determined.
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Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note 2 Summary of Significant Accomiting Policies (continued)

(m)

~
=
-

©

Comparatives

Various comparative balances have been reclassified to align with current year presentation. These amendments have no
material impact on the Financial Statements.

Gperationai Risk Reserve

Superannuation Prudential Standard 114: Operational Risk Financial Requirement, (SPS 114) which became effective 1
July 2013, requires RSE licensees to maintain adequate financial resources to address losses arising from operational

risks that may affect such entities within their business operations. The Fund’s operational risk reserve has been
established for this purpose.

The Plan has built up the reserve to a target amount of reserves equal to 25 basis points of the Plan’s invested assets
subject to a predetermined tolerance limit between 1 July 2013 and 30 June 2016. The tolerance limit was set by the
Trustee to reduce the need for small transfers to or from the operational risk reserve for immaterial fluctuations in the
reserve’s value.

The operational risk reserve may only be used to make a payment to address an operational risk event as defined by SPS
114. When the amount falls below the tolerance limit additional funds are transferred into the operational risk reserve to
replenish it.

Further detail on the operational risk reserve is provided in Note 11.

AASB 10 Consolidated Financial Statements, IAS 27 Separate Financial Statements and AASB 12 Disclosure of
Interests in Other Entities

A structured entity is an entity in which voting or similar rights are not the dominant factor in deciding control.
Structured entities are generally created to achieve a narrow and well defined objective with restrictions around their
ongoing activities. Depending on the Plan’s power over the activities of the entity and its exposure to and ability to
influence its own returns, it may control the entity. Such entities include holdings of units in unlisted unit trusts.
However, the Plan applies the investment entity exemption availablc under AASB 10 and therefore does not consolidate
its controlled entities. The Plan meets the definition of an investment entity due to the following factors:

¢  The Plan has obtained funds on behalf of Members for the purpose of providing them with investment
management services;

e the Plan’s business purpose, which it communicated directly to Members, is investing solely for returns from
capital appreciation and investment income; and

¢  the performance of investments made by the Plan are measured and evaluated on a fair value basis which the
Trustee believes approximates net fair value.

As a consequence, the Plan does not consolidate its controlled entities but accounts for them at net market value. Any
movements flow through the Statement of Change in Net Assets. ‘These amendments did not have an impact on the

Plan’s presentation of its financial statements.

The nature and extent of the Plan’s interests in structured entities are titled “Other related parties — direct holdings and
associates” and are summarised in Note 12.

During the year the Plan did not provide financial support to unconsolidated structured entities and has no intention of
providing financial or other support.

As at 30 June 2016 there were no capital commitment obligations other than disclosed in Note 13.
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Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note 2 Summary of Significant Accounting Policies (continued)

(p) New Accounting Standards and Interpretations

(i) AASB 1056 replaces AAS 25 Financial Reporting by Superannuation Plans and is first applicable to the Plan for the
year ended 30 June 2017. The Plan has decided not to early adopt the new standard.

AASB 1056 will have a number of impacts on the financial statements of the Plan. The key changes will include:
o The Plan will prepare five statements under the new standard:
= Statement of financial position;
=  Income Statement;
= Statement of changes in equity/reserves;
= Statement of cash flows; and
=  Statement of changes in Member benefits.
The Plan must recognise Member benefits as a liability on the face of the statement of financial position;
The statement of financial position will need to disclose the surplus or deficit of the Plan;
Net assets will reflect the Plan’s reserves, including the Operational Risk Reserve;
Additional disclosures are required, including the main features of the specific contractual or statutory
arrangement in place between the superannuation entity and the employer sponsor; and
Any liabilities relating to insurance arrangements provided to Members must be recognised and measured in
line with AASB 119 Employee Benefits.

o 0 0 O

o

(i) AASB 9 Financial Instruments (and applicable amendments), addresses the classification, measurement and
derecognition of financial assets and liabilities. It has now also introduced revised rules around hedge accounting and
impairment. The new standard is effective from 1 January 2018 and the Plan has decided not to early adopt the new
standard. It is not expected to have a material impact.

(iii) AASB 15 Revenue from Contracts with Customers addresses the recognition of revenue and will replace AASB 118
Revenue which covers contracts for goods and services and AASB 111 Construction Contracts. The new standard is
based on the principle that revenue is recognised when control of a good or service transfers to a customer, i.e. the
notion of control replaces the existing notion of risks and rewards. The Plan’s main source of income are interest,
dividends and gains on financial instruments held at net market value. As all of these are outside the scope of the new
revenue standard, it is not expected to have a material impact.



Qantas Superannuation Plan

Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note3 Managed Investment Portfolios

Managed investment portfolios comprise:

Cash held by investment managers
Australian short-term deposits

Deposits held with broker margin accounts
Investment income receivable
Outstanding settlements for securities sold
Australian equities and managed funds
Global equities and managed funds
Money market securities

Australian fixed income securities

Global fixed income securities
Derivatives

Other investment related receivables

Schedule 3/6

Total managed investment assets

Outstanding settlements for securities purchased
Deposits held with broker margin accounts
Derivatives
Repurchase agreements
Accounts payable (investment related)

Total managed investment liabilities

Total managed investment portfolios

2016 2015
$°000 $°000
633,709 633,716
515,378 442,404
79,022 94,817
31,063 8,328
13,988 26,244
2,024,560 2,199,932
2,348,119 2,180,047
863,444 572,997
587,639 767,111
96,811 279,533
77,497 88,344
2,716 3,584
7,273,946 7,297,057
33,201 28,725
25,495 12,894
87,309 100,550
175,282 130,746
13,308 17,255
334,595 290,170
6,939,351 7,006,887
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Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note4 Income Tax

The Plan has received certification from the Australian Prudential Regulation Authority confirming the Plan’s complying status.
Income tax is assessable at 15% on net investment earnings, employer contributions and capital gains, with deductions
allowable for administrative and operational expenses.

2016 2015
$°000 $°000
Major components of income tax expense for the years ended 30 June 2015 and 2016 are:
Current income tax
Current income tax charge 44,767 33,927
Over provision in prior year (2,669) (3,314)
Deferred income tax
Relating to origination and reversal of temporary differences (24,984) 39,692
Income tax expense reported in the Statement of Changes in Net Assets 17,114 70,305

A reconciliation between income tax expense and the accounting profit before income tax multiplied by the applicable tax rate is
as follows:

2016 2015
$°000 $°000
Total revenue less expenses and benefits paid before income tax (58,087) 196,396
At the tax rate of 15% (8,713) 29,459
Adjustments:
Benefits paid 64,319 104,321
Dividend imputation and foreign tax credits - =
Government co-contributions (182) (113)
Gross up of franked dividends and foreign tax credits (22,440) (18,036)
Member contributions (6,507) (8,270)
Non-deductible expenses 17 14
Other non-assessable income (3,304) (1,920)
Permanent differences arising on realised / unrealised positions 2,947 (15,714)
Transfers in (4,873) (7,721)
Transfer from Australian Air Express (50) (7,554)
Over/(under) provision in prior year (2,669) (3,314)
Anti-detriment and notional deduction for self-insurance (1,431) (752)
Other - (95)
Income tax expense reported in Statement of Changes in Net Assets 17,114 70,305
Deferred tax
Deferred tax at 30 June relates to the following:
Deferred tax liability
Realised and unrealised gain on investments (37,184) (62,975)
Contributions receivable (1,686) (1,278)
(38,870) (64,253)
Deferred tax assets
Accounts payable 794 1,193
794 1,193

Net deferred tax liability (38,076) (63,060)
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Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note 5 Changes in Net Market Value of Investments

2016 2015
$’000 $°000
Investments held at year end
Australian equities and managed funds (43,155) 35,616
Global equities and managed funds 79,094 382,365
Australian fixed income securities 7,030 8,662
Global fixed income securities 12,806 (5,021)
Derivatives 9,797 (38,798)
Foreign exchange gains/(losses) 970) 2,018
65,502 384,842
Investments realised during the year
Australian equities and managed funds (114,384) (20,889)
Global equities and managed funds (107,010) 104,334
Australian fixed income securities 5415 8,213
Global fixed income securities (33,208) 35,917
Derivatives (93,958) (268,109)
Foreign exchange gains/(losses) 31,402 12,343
(311,743) (128,191)
Changes in net market value of investments (246,241) 256,651
Note 6 Member Numbers
2016 2015
Number Number
Members at the beginning of the year 32,625 33,494
Plus Members admitted 1,421 3,662
Less:

Choice of fund (58) (78)

Deaths 53) (33)

11l health/Total and Permanent Disability 1) 40)

Exits (1,963) (2,125) (4,380 (4,531)
Members at the end of the year 31,921 32,625
The membership is split as follows:

Division 1 329 358
Division 2 4,425 4,726
Division 3 5,110 5,469
Division 3a 155 283
Division 4 31 31
Division 5 480 529
Division 6 4,010 4,271
Division 7 951 1,074
Division §' - 7,341
Division 9! - 664
Division 10 730 924
Division 12 1 3
Division 14! - 290
Division 15 411 439
Gateway 14,210 6,223
Gateway Income 1,078 -
Members at the end of the year 31,921 32,625

'As of 1 July 2015 all Members of Division 8 were transferred into Gateway and all Members of Division 9 and 14 were
transferred into Gateway Income.
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Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note 7 Auditor’s Remuneration

2016 2015
S $

Audit services — PricewaterhouseCoopers Australia:
Audit of financial statements and regulatory compliance 200,950 196,200
Other audit related services 31,190 37,063

Other services — PricewaterhouseCoopers Australia:
Taxation services 340,333 286,058
Other services -
572,473 519,321

Note 8 Derivative Financial Instruments

In the normal course of business, a number of the Plan’s investment managers enter into transactions in various derivative

financial instruments with certain risks. A derivative is a financial instrument or other contract which is settled at a future date

where value changes in response to the change in specified interest rate, equity price, commodity price, foreign exchange rate,
index or prices or rates, credit rating or credit index or other variable.

Derivative financial instruments require no initial net investment or an initial net investment that is smaller than would be
required for other types of contracts that would be expected to have a similar response to changes in market factors.

Derivative transactions include a wide assortment of instruments, such as forwards, futures and options. Derivatives are

considered to be part of the investment process and are an essential part of the Plan’s portfolio and risk management. The use of

derivatives includes:

Hedging to protect an asset or liability of the Plan against a fluctuation in market value or to reduce volatility;

A substitution for exposure to physical securities; and

Adjusting asset exposures within the parameters set in the investment strategy and adjusting the duration of fixed
interest portfolios or the weighted average maturity of cash portfolios.

While derivatives are used for efficient implementation and risk management, they are not used to gear (leverage) a portfolio.
Gearing a portfolio would occur if the level of exposure to the market exceeds the underlying value of the investments of the
Plan.

The types of derivatives include:

@) Exchange Traded Futures

Futures are contractual obligations to buy or sell financial instruments on a future date at a specified price established in an

organised market. The futures contracts are collateralised by cash or marketable securities. Required margins are settled
with the clearing house on a daily basis.

(ii) Exchange Traded Options
Options are contractual arrangements under which the seller (writer) grants the purchaser (holder) the right, but not the

obligation, either to buy (a call option) or sell (a put option) at or by a set date or during a set period, a specific amount of

securities or a financial instrument at a predetermined price. The seller receives a premium from the purchaser in
consideration for the obligation to deliver securities or financial instruments under the contract. Options held by the Plan
are typically exchange-traded and settled with the clearing house on a daily basis.

(iii) Forward Currency Contracts
Forward currency contracts are primarily used by the Plan to hedge foreign currency exchange rate risks on its non-

Australian dollar denominated trading securities. The Plan agrees to receive or deliver a fixed quantity of foreign currency

for an agreed price on an agreed future date. Forward currency contracts are valued at the prevailing bid price at the
reporting date. The Plan recognises a gain or loss equal to the change in fair value at the reporting date.
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Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note 8 Derivative Financial Instruments (continued)

(iv) Over the Counter Securities

Over-the-counter securities including options and swaps are contracts that are traded directly between two parties, without
going through an exchange or other intermediary. The contracts may be collateralised if arrangements are in place. Parties
will be exposed to counter-party credit risk, however this can be minimised if collateral arrangements are in place.

At 30 June, the notional amount and net market value of derivatives held by the Plan were as follows:

Notional Net Market Net Market

Principal Value Value

Amounts Assets Liabilities

30 June 2016 $°000 $°000 $°000
Australian fixed interest futures 245,748 1,155 1,069
Global fixed interest futures 596,360 1,647 9,519
Money market futures 4,112,344 1,409 705
Australian share price index futures 94,203 36 -
Global share price index futures 85,506 1,031 512
Swaps 17,538,886 28,868 42,127
Warrants and options 24,840,538 13,717 2,647
Forward currency contracts (1,096)* 29,634 30,730
77,497 87,309

Notional Net Market Net Market

Principal Value Value

Amounts Assets Liabilities

30 June 2015 $°000 $°000 $°000
Australian fixed interest futures 367,607 42 773
Global fixed interest futures 611,361 959 1,604
Money market futures 3,697,941 599 227
Australian share price index futures 38,447 - 741
Global share price index futures 138,431 2,382 178
Swaps 30,865,237 47,795 61,619
Warrants and options 9,361,001 18,503 2,289
Forward currency contracts 15,055%* 18,064 33,119
88,344 100,550

* Forward currency contracts are disclosed at net market value rather than the notional principal amount.

Financial assets and liabilities are offset and the net amount reported in the Statement of Net Assets when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the asset and settle
the liability simultaneously. The Plan has not entered into any offsetting arrangements, or master netting arrangement, so there
has been no netting off reported in the Statement of Net Assets. Some derivative instruments settle on a net basis through the
Statement of Net Assets in accordance with this convention, rather than through an offsetting arrangement. Under the terms of
the derivative contracts where certain credit events occur (such as default), the net position owing/receivable to a single
counterparty will be taken as owing and all the relevant arrangements tcrminated. As the Plan does not presently have a legally
enforceable right to off-set, these amounts have been presented on a gross basis in the Statement of Net Assets.
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Notes to and Forming Part of the Financial Statements (continued)
For the year ended 30 June 2016

Note 9 Financial Risk Management
(a)  Objectives, strategies, policies and processes

The Plan’s assets and liabilities principally consist of financial instruments, including shares in listed companies, debt securities,
units in collective investment vehicles, derivative instruments and other unlisted investments. The Trustee has determined that
these types of investments are appropriate for the Plan and are in accordance with the Plan’s published investment strategy.

The Plan’s investing activities expose it to the following risks from its use of financial instruments:
e  Market risk (including price, currency and interest rate risks);
e  Credit risk; and
e Liquidity risk.

This note presents information about the Plan’s exposure to each of the above risks together with its objectives and processes for
measuring and managing these risks. The Board has overall responsibility for the establishment and oversight of the Plan’s Risk
Management Framework and risk management controls. The Plan’s risk management policies are established to identify and
analyse the risks faced by the Plan, including those risks managed by the Chief Investment Officer (CIO), to set appropriate risk
limits and controls, and to monitor risks and adhere to limits. Risk management policies and systems are reviewed regularly
with support from investment advisers to reflect changes in market conditions and the Plan’s activities.

The Plan acknowledges that an integral part of its good governance practice is a sound and prudent Risk Management
Framework. The Plan has adopted a Risk Management Framework in accordance with APRA Prudential Standard SPS 220
Risk Management that includes a risk management strategy that describes the key elements of the Risk Management Framework
and a risk appetite statement that covers the Trustee's business operations and each category of material risk.

The Board has established an Investment Committee, consisting of selected Board Members with appropriate investment
experience. The Investment Committee is responsible for developing and monitoring the Plan’s Risk Management Framework
related to investment activities. This includes oversight of investment manager allocations, evaluating their performance and
providing reports to the Board. The Board has delegated responsibility to the CIO for the appointment of investment managers
within agreed risk and dollar limits, with all decisions reported to the Investment Committee.

The Investment Committee receives performance and risk management reports from the CIO and, in turn, reports to the Board
on its activities. Divergence from target asset allocations and the composition of the portfolio are monitored by the CIO on a
regular basis. Reports from the CIO include the following:

e Investment performance against benchmarks; and
e Compliance reporting.

Furthermore, the Plan undertakes extensive due diligence to ensure investment managers have appropriate skills and expertise to
manage the Plan’s investments. The CIO tracks the Plan’s investment value through appropriate monitoring of the market
conditions and benchmark analysis.

The Plan’s Audit & Risk Committee oversees how Management monitors compliance with the Risk Management Framework
and its risk management policies and procedures and reviews the adequacy of the Risk Management Framework in relation to
the risks faced by the Plan. The Audit & Risk Committee is assisted in its oversight role by Internal Audit. Internal Audit
undertakes both regular and ad hoc reviews of risk management controls and procedures, the results of which are reported to the
Audit & Risk Committee.

(b) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk: price risk, foreign currency risk and interest rate risk. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, while optimising the
return on risk.
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Note 9 Financial Risk Management (continued)

To mitigate market risk, the Plan diversifies investment exposures. Diversification is achieved through investment in different
asset classes, and the selection of investment managers with a range of different investment processes and different investment
mandates. In addition, the Plan undertakes extensive due diligence prior to the appointment of investment managers to ensure
they have the appropriate expertise and skill to monitor market conditions and conduct benchmark analysis. Market risk is
managed and monitored using sensitivity analysis, and minimised by ensuring that all investment activities are undertaken in
accordance with established mandates and investment strategies.

The sensitivity of the Plan’s net assets available to pay benefits (and Changes in Net Assets for the year) to price risk, currency
risk and interest rate risk is measured by the “reasonably possible movements approach”. This approach is determined based on
Management’s best estimate of volatility, having regard to a number of factors, including the standard deviation of returns,
historical levels of changes in interest rates and foreign exchange rates and historical correlation of the Plan’s investments with
the relevant benchmarks. Overall, it is believed that the standard deviation of returns is the most appropriate measure of risk for
the purposes of carrying out sensitivity analysis. The actual measure of standard deviation used for the sensitivity analysis is the
long-term assumption for the expected standard deviation of an asset class or financial variable, which forms part of the long-
term risk and return assumptions used for modelling. The Plan’s investment consultant has assisted in developing and updating
this framework.

(i) Price risk

The Plan is exposed to price risk in practically all securities, as prices in the future are uncertain. The securities are
classified on the Statementi of Net Assets at net market vaiue which the Trustee believes approximates net fair value. The
maximum risk is determined by the net market value of the financial instruments. Price risk sensitivity analysis is prepared
on the basis of the Plan’s investments across all asset classes subject to price risk. The disclosure of price risk is considered

by the Trustee as a reasonable guide to the sensitivity of investments within the Plan.

The Trustee mitigates this price risk through diversification. Diversification is achieved through investment in different
asset classes, geographies, and the selection of investment managers with a range of investment processes and different
investment mandates. Risk management controls include valuation policies within the Investment Governance Framework
and utilising the custodian to value investments and issue stale pricing reports.

The Plan holds investments in a portfolio of Australian and international listed equities and is consequenltly exposed to the
market risk associated with these investments.

Sensitivity analysis

Analysis incorporates sensitivity factors reasonably considered by the Trustee across price risk variables associated to
securities to which the Plan is exposed. An increase of the weighted-average sensitivity factor of 12.0% in 2016 (2015:
11.7%) at the reporting date would increase the Plan’s net assets by $751,506,530 (2015: $761,096,735). A decrease in the
weighted-average sensitivity factor would have the equal but opposite effect assuming that all other variables remain
constant.

The impact mainly arises from the reasonably pussible change in the net market value of investments which has been
determined based on the Trustee’s best estimate having regard to a number of sensitivity factors, including the average
standard deviation of annual returns on a forward looking basis and interest rate risk. The weighted-average sensitivity
factor is the addition of each asset classes’ net market value by the asset classes’ sensitivity factor divided by the Plan’s
total investment portfolio, excluding cash securities.

(ii) Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in foreign exchange rates.
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Note 9 Financial Risk Management (continued)

The Plan holds monetary assets denominated in currencies other than the Australian dollar, the functional currency. The
Plan is exposed to foreign exchange risk, as the value of the securities denominated in non-Australian dollar currencies will
fluctuate due to several factors outside the control of the Plan. The risk is measured using sensitivity analysis.

Currency risk disclosures have been prepared on the basis of the Plan’s direct investments and not on a look-through basis
for investments held indirectly through managed funds. Managed funds are classified according to the domicile of the
managed fund, for example, an Australian managed fund would be shown under ‘AUD’ where a US domiciled managed
fund would be classified under ‘USD’. Consequently, the disclosure of currency risk in the note may not represent the true
currency risk profile of the Plan where the Plan has investments in managed funds, that also have exposure to currency.
Risk management controls include engagement of currency hedging managers, hedging procedures and monthly liquidity
stress testing. In FY 2016 the Trustee reviewed the Plan’s approach to currency. The key outcome from this review was
for currency risk to be managed at the option level. Historically, currency risk was managed at an asset class

level. Relevant disclosures in relation to currency management is within the Plan’s Investment Guide available on the
QSL website.

The table below summarises the Plan’s exposure to foreign exchange risk:

Total
Currency
30 June 2016 USD EUR GBP JPY  Other Exposure AUD Total
A$°000 A$°000 A$°000 A$000 A$’000 A$°000 A$’000 A$°000
Assets
Cash and cash equivalents 383,722 36,855 926 2,859 8,285 432,647 726,042 1,158,689
Receivables 15,065 5,237 3,140 378 3,763 27,583 111,886 139,469
Investments 1,407,942 312,615 95,816 121,322 521,624 2,459,319 3,538,751 5,998,070
Total assets 1,806,729 354,707 99,882 124,559 533,672 2,919,549 4,376,679 7,296,228
Liabilities
Payables 5,149 1,602 53 - 216 7,020 87,536 94,556
Financial liabilities 32,135 1,646 1,679 4,784 788 41,032 221,559 262,591
Other liabilities 38,076 38,076
Total liabilities 37,284 3,248 1,732 4,784 1,004 48,052 347,171 395,223
Net assets available to pay
benefits 1,769,445 351,459 98,150 119,775 532,668 2,871,497 4,029,508 6,901,005
Total
Currency
30 June 2015 usD EUR GBP JPY Other Exposure AUD Total
A$°000 A$°000 A$°000 A$’000 A$’000 A$°000 A$°000 A$°000
Assets
Cash and cash equivalents 221,948 5,318 12,442 1,301 4,030 245,039 858,944 1,103,983
Receivables 33,123 10,136 1,481 162 2,827 47,729 107,867 155,596
Investments 1,689,067 359,217 113,444 106,984 280,564 2,549,276 3,538,688 6,087,964
Total assets 1,944,138 374,671 127,367 108,447 287,421 2,842,044 4,505,499 7,347,543
Liabilities
Payables 8,781 196 579 165 - 9,721 67,261 76,982
Financial liabilities 29,234 8,509 5,328 1,632 1,732 46,435 184,861 231,296
Other liabilities - - - = - . 63,060 63,060
Total liabilities 38,015 8,705 5,907 1,797 1,732 56,156 315,182 371,338
Net assets available to pay
benefits 1,906,123 365,966 121,460 106,650 285,689 2,785,888 4,190,317 6,976,205
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Sensitivity analysis

A strengthening of the Australian dollar against the following currencies by the factors shown in the following table as at 30
June 2016 would have decreased the net assets available to pay benefits and the net investment revenue by the amounts
shown. A weakening of the Australian dollar against the following currencies by the specified percentages as at 30 June
2016 would have the equal but opposite effect by the amounts shown below, assuming that all other variables remain
constant.

The analysis assumes that all other variables, in particular interest rates, remain constant. The impact mainly arises from the
reasonably possible change in foreign currency rates, which has been determined based on the Trustee's best estimate having
regard to a number of factors, including the standard deviation of the exchange rate between the Australian dollar and a
range for foreign currencies.

USD EUR GBP JPY

A$°000 A$000  AS°000 A$’°000

30 June 2016 189,331 29,522 10,895 15,691
Currency rate risk * 10.7% 8.4% 11.1% 13.1%
30 June 2015 203,955 30,375 13,239 13,865
Currency rate risk * 10.7% 8.3% 10.9% 13.0%

* Standard deviation of annual returns, based on the Plan’s forward looking, long-term assumption set.

(iii) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates.

The Plan's interest-bearing financial assets expose it to risks associated with the effects of fluctuations in the prevailing
levels of market interest ratcs on its financial position and cash flows.

The Plan controls its interest rate exposure by using investment managers for these types of investments who diversify
exposures and impose duration limits within fixed interest mandates. In accordance with its Charter, the Investment
Committee monitors the Plan's overall interest rate sensitivity.

The table below summarises the Plan’s exposure to interest rate risks. It includes the Plan's assets and liabilities at net
market value, categorised by the maturity dates. Interest rate risk disclosures have been prepared on the basis of the Plan’s
direct investments and not on a look-through basis for investments held indirectly through managed funds. Managed funds
are classified under ‘non-interest bearing’ in relation to the fixed interest maturing analysis. Consequently, the disclosure of
interest rate risk in the note may not represent the true interest rate risk profile of the Plan where the Plan has investments in
managed tunds, some of which also have exposure to interest rates.
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Fixed interest maturing in:

Floating Over Non-
Interest 1 year 1to5 Over interest
Rate or less years 5 years Bearing Total
$°000 $°000 $°000 $°000 $°000 $°000
30 June 2016
Assets
Cash and cash equivalents 1,055,308 103,381 - - - 1,158,689
Receivables 76,432 - - - 63,037 139,469
Investments 883,093 35,812 233,546 436,086 4,409,533 5,998,070
Total assets 2,014,833 139,193 233,546 436,086 4,472,570 7,296,228
Liabilities
Payables - - - - 94,556 94,556
Financial liabilities 705 187,025 3,952 37,259 33,650 262,591
Other liabilities - - - - 38,076 38,076
Total liabilities 705 187,025 3,952 37,259 166,282 395,223
Net assets / (liabilities) available to
pay benefits 2,014,128  (47,832) 229,594 398,827 4,306,288 6,901,005
Fixed interest maturing in:
Floating Over Non-
Interest 1 year 1to5 Over interest
Rate or less years 5 years Bearing Total
$°000 $°000 $°000 $°000 $°000 $°000
30 June 2015
Assets
Cash and cash equivalents 1,008,598 95,385 - - - 1,103,983
Receivables 91,185 - - - 64,411 155,596
Investments 721,733 41,261 227,936 691,669 4,405,365 6,087,964
Total assets 1,821,516 136,646 227,936 691,669 4,469,776 7,347,543
Liabilities
Payables - - B - 76,982 76,982
Financial liabilities 227 141,752 16,644 38,022 34,651 231,296
Other liabilities - - - - 63,060 63,060
Total liabilities 227 141,752 16,644 38,022 174,693 371,338

Net assets / (liabilities) available to
pay benefits 1,821,289 (5,106) 211,292 653,647 4,295,083 6,976,205
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Sensitivity analysis

An increase of 100 basis points (2015: 100 basis points) in interest rates would have decreased the net assets available to pay
benefits and the net investment revenue by $8,954,905 (2015: a decrease of $23,661,769). A move by the same amount in

the opposite direction would have increased the net assets available to pay benefits and the net investment revenue by
$8,954,905 (2015: an increase of $23,661,769).

The impact mainly arises from the reasonable possible change in interest rates on the net market value of fixed interest
securities. The reasonably possible movements in the risk variables have been determined based on the Trustee’s best
estimate, in consultation with its investment adviser, having regard to the average annual absolute movement in the yields of
10 year Australian and US Government bonds and other large developed market Government bonds over a 10 year period.

(c) Credit risk

Exposure to credit risk is inherent when holding credit securities, with a counterparty default being the maximum risk for credit
securities. The Plan’s exposure to credit securities is predominantly within Australian and Global Fixed Income Securities.
Credit risk is minimised through diversification of counterparties, investment managers and fixed income securities. In
addition, all Australian and Global Fixed Income investment managers have investment mandate guidelines relating to credit
risk, subject to weekly compliance monitoring by the Plan’s custodian.

Credit quality by credit grade

The credit quality of securities within Australian and Global Fixed Income Securities have been rated using primarily Standard
& Poor’s (S&P) rating categories and other agencies where no S&P rating is given. The table below shows the credit quality by
credit rating grades. Credit quality disclosures have been prepared on the basis of the Plan’s direct investments within
Australian and Global Fixed Income Securities and not on a look-through basis for investments held indirectly through managed
funds. Consequently, the disclosure of credit quality in the note may not represent the true credit grade profile of all credit
securities within the Plan.
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(d)

Australian Fixed Income Securities

Credit Grade
AAA

AA

A

BBB

Not rated

Global Fixed Income Securities

Credit Grade
AAA
AA

A

BBB

BB

B

CCC

CC

D

Not rated

Liquidity risk

2016 2015
$°000 $°000
451,185 563,261
84,231 93,225
33,843 69,462
16,959 41,163
1,421 =
587,639 767,111
2016 2015
$°000 $°000
3,229 42,002
13,473 15,066
5,185 5,810
40,852 42,339
18,723 35,702
15,301 80,840
48 40,179

- 17,595
96,811 279,533
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Liquidity risk is the risk that an entity will not be able to meet its financial obligations as they fall due. The Plan’s approach to
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due,
under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Plan’s reputation.
This risk is controlled through the Plan's investment in financial instruments, which under normal market conditions are readily
convertible to cash. In addition, the Plan maintains sufficient cash and cash equivalents to meet normal operating requirements.

The Plan limits its allocation to illiquid assets and ensures that the allocation is consistent with the intended term of investment.
The Plan’s membership profile coupled with the bulk of its assets being invested in highly liquid asset classes allows the Plan to

tolerate the lower liquidity of some alternative investments in an expectation of higher long-term gains.

In accordance with the Plan’s risk management framework, the Investment Committee monitors the Plan's liquidity position,
and regularly reviews it. Compliance with the Plan's policy is reported to the Board and the Audit & Risk Committee.
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Maturity analysis for financial liabilities

The table below analyses the contractual maturities of the Plan’s financial liabilities, excluding gross settled derivative liabilities
and repurchasing agreements, based on the remaining period to the contractual maturity date at the year end.

Less than 1 1to3 3to12 12 to 60 60 +
30 June 2016 month months months months months
$°000 $°000 $°000 $’°000 $000
Financial liabilities
Benefits payable 7,372 - - - -
Accounts payable 26,723 - - - -
Income tax payable - 1,765 - - -
Outstanding settlements for
securities purchased 33,201 - - - -
Deposits held with broker
margin accounts 25,495 - - - -
Repurchase agreements 175,282 - - - -
Total 268,073 1,765 - - -
Less than 1 1to3 3to 12 12 to 60 60 +
30 June 2015 month months months months months
$°000 $°000 $°000 $°000 $°000
Financial liabilities
Benefits payable 8,153 - - - -
Accounts payable 27,210 - - - -
Income tax payable - - - - -
Outstanding settlements for
securities purchased 28,725 - - - -
Deposits held with broker
margin accounts 12,894 - - - -
Repurchase agreements 130,746 - - - -
Total 207,728 - - - -

Vested benefits of $6,756,686 (2015: $6,759,807) are excluded in the above table.
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The following table analyses the Plan's derivative financial instruments allocated into relevant maturity groupings based on the
remaining period to the contractual maturity date. The vast majority of the totals disclosed in the table relate to foreign currency
forwards.

Less than 1 1to3 3to12 12 to 60 60 +
30 June 2016 month months months months months
$°000 $°000 $°000 $°000 $000

Derivatives
Net settled derivatives 15,638 - 105 - 11,535
Less than 1 1to3 3to 12 12 to 60 60 +
30 June 2015 month months months months months
$°000 $°000 $°000 $°000 $°000

Derivatives
Net settled derivatives . 14,200 - 44 8,067

(e) Net fair values of financial assets and liabilities

The Plan has adopted AASB 13 Fair Value Measurement with effect from 1 July 2013. In accordance with the transitional
provisions, AASB 13 has been applied prospectively from that date. As a result, the Plan has adopted a new definition of fair
value, as set out below. The change had no material impact on the measurement of the Plan’s assets and liabilities. However, the
Plan has included new disclosures in the financial statements which are required under AASB 13 for financial reporting.

Fair value reflects the amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Quoted prices are used to determine fair value where an active market
exists. If the market for a financial asset or liability is not active, fair values are estimated using present value or other valuation
techniques, using inputs based on market conditions prevailing on the measurement date.

The Plan’s financial assets and liabilities are carried at net market value which the Trustee believes approximates net fair value.
Refer to Note 2 for the methods and assumptions adopted in determining the net market values of investments and Note 8 for
derivatives.

(i) Fair value hierarchy

Financial assets and liabilities measured at net market value are categorised in accordance with the levels of the fair value
hierarchy as outlined below:

e Level 1: Inputs to the valuation methodology are quoted prices (unadjusted) in active markets for identical assets or
liabilities.

e Level 2: Inputs to the valuation methodology include quoted prices for similar assets and liabilities in active
markets, and inputs that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices), for substantially the full term of the financial instrument.

e Level 3: Inputs to the valuation methodology are valuation techniques using inputs not based on observable data
and the unobservable inputs have a significant effect on the instrument’s valuation. This category includes
instruments that are valued based on quoted prices for similar instruments for which significant unobservable
adjustments or assumptions are required to reflect differences between the instruments.

The following table discloses the investments of the Plan according to the fair value hierarchy.
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Fair value hierarchy

Level 1 Level 2 Level 3 Total
30 June 2016 $°000 $°000 $°000 $°000
Investment assets
Australian short-term deposits 515,378 - - 515,378
Global short-term deposits - - - -
Derivative assets 5,278 72,219 - 77,497
Australian and global equities and managed funds 2,685,807 1,686,870 2 4,372,679
Australian and global fixed income securities - 684,450 - 684,450
Money market securities 68,839 584,540 210,065 863,444
Investment income receivable & outstanding settlements for - - - -
securities sold
Deposits held with brokers margin accounts 19,022 - - 79,022
Total investment assets 3,354,324 3,028,079 210,067 6,592,470
Investment liabilities
Derivatives liabilities 11,804 75,505 - 87,309
Outstanding settlements for securities purchased 33,201 - - 33,201
Deposits held with broker margin accounts 25,495 - - 25,495
Repurchase agreements - 175,282 - 175,282
Total investment liabilities 70,500 250,787 - 321,287
Total investments 3,283,824 2,777,292 210,067 6,271,183

Level 3 money market securities are corporate promissory notes and have been classified as level 3 as they do not have
market observable prices. The Trustee notes that all of these positions are short-term in nature with the majority maturing
before the end of September 2016.

Fair value hierarchy

Level 1 Level 2 Level 3 Total
30 June 2015 $°000 $°000 $°000 $°000
Investment assets
Australian short-term deposits 442,404 - - 442,404
Global short-term deposits - - - -
Derivative assets 3,982 84,362 - 88,344
Australian and global equities and managed funds 2,650,461 1,728,861 657 4,379,979
Australian and global fixed income securities - 1,043,555 3,089 1,046,644
Money market securities 29,874 288,394 254,729 572,997
Investment income receivable & outstanding settlements for 34,572 - - 34,572
securities sold
Deposits held with brokers margin accounts 94,817 - - 94,817
Total investment assets 3,256,110 3,145,172 258,475 6,659,757
Investment liabilities
Derivatives liabilities 3,523 97,027 - 100,550
Outstanding settlements for securities purchased 28,725 - - 28,725
Deposits held with broker margin accounts 12,894 - - 12,894
Repurchase agreements - 130,746 - 130,746
‘Total investment liabilities 45,142 227,773 - 272,915

Total investments 3,210,968 2,917,399 258,475 6,386,842
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(ii) Reconciliation of balances in the level 3 fair value hierarchy

The following table reconciles the balances in level 3 of the fair value hierarchy for the year ended 30 June 2016:

Level 3 Derivative  Equity and Fixed Money
assets managed income market

funds securities  securities

$°000 $°000 $°000 $°000

Opening balance - 655 3,089 254,729
Purchases - 538 - 208,967

Sales - (1,193) 1,956) (254,729)
Reclassification from level 2 to level 3 hierarchy during the year - - - -
Reclassification from level 3 to level 2 hierarchy during the year - . - -
Transfers out of level 3 - - - =
Total unrealised gains/(losses) on level 3 financial

instruments - - (1,133) 1.100

Closing balance - - - 210,067

The following table reconciles the balances in level 3 of the fair value hierarchy for the year ended 30 June 2015:

Level 3 Derivative ~ Equity and Fixed Money
assets managed income market

funds securities  securities

$°000 $°000 $°000 $°000

Opening balance 9 10,244 1,363 226,837
Purchases - 206 3,700 254,326
Sales ©) (38,147) (1,982) (226,837)
Reclassification from level 2 to level 3 hierarchy during the year - 28,904 - -

Reclassification from level 3 to level 2 hierarchy during the year - - - -
Transfers out of level 3 - - - -

Total unrealised gains/(losses) on level 3 financial

instruments - (552) 8 403
Closing balance - 655 3,089 254,729
(iii) Sensitivity analysis of balances in level 3

For the investments assets classified as level 3 securities, the Trustee has reasonably considered sensitivity analysis based on
the investments assets. An increase of the weighted-average sensitivity factor of 1.27% in 2016 (2015: 1.67%) at the
reporting date would increase the Plan’s net assets by $2,662,766 (2015: $4,314,998). A decrease in the weighted-average
sensitivity factor would have the equal but opposite effect assuming that all other variables remain constant.

The impact mainly arises from the possible change in the net market value of investments which has been determined based
on the Trustee’s best estimate having regard to a number of sensitivity factors, including the average standard deviation of
annual returns on a forward looking basis and interest rate risk. The weighted-average sensitivity factor is the addition of
each asset classes’ net market value by the asset classes’ sensitivity factor divided by the Plan’s exposure to level 3
securities.
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10 Insurance

The Plan’s self-insured death and disability benefits for Members of defined contribution Divisions up to 30 June 2013 were
funded through the allocation of assets to reserves maintained for this purpose. On 1 July 2013 insurance for all defined
contribution Divisions transferred to external insurance policies with MLC Limited. The Plan’s self-insured death and disability
benefits for Members of defined benefit Divisions were funded through the allocation of assets to reserves maintained for this
purpose up to when insurance was transferred to policies with MLC Limited on 1 August 2014 with transitional variable
premium arrangements through till 31 July 2016. Future benefits will therefore be funded by the payment of premiums out of
the assets of the Plan to MLC Limited as reported in the Statement of Changes in Net Assets.

11 Reserves
In line with sound Plan administrative and financial practice and actuarial advice, reserves are maintained to provide for the
operational risks as required under applicable legislation and for remaining self-insured risks of the Plan, both in respect of self-

insured claims providing income benefits which have already arisen and those claims which may arise in the future.

The excess of the Net Assets over the amounts of these reserves represent funds held directly to pay benefits. The following is a
summary of the reserves maintained at 30 June:

2016 2015
$°000 $°000
OPera'ti'onal risk reserve (i) 18,042 11,516
Disability reserve (i) 13,343 12,750
Other insurance reserves (iii) 5,747 8,235
Foregone benefits reserve (iv) 14 -
37,146 32,501

6)) The operational risk reserve is designed to maintain adequate financial resources to address losses arising from

operational risks that may affect the Plan within its business operations. The current strategy was approved by
the Board on 13 March 2013. It specifies that the reserve Target Amount of 0.25% of the Plan’s invested
assets was built up over three years to 30 June 2016. The operational risk reserve is in maintenance mode and
a tolerance Limit is set at 80% of the reserve Target Amount. The operational risk reserve currently amounts
to approximately $18.04m or 0.25% of the Plan’s invested assets and is invested in line with the defined
benefit investment strategy.

(ii) The disability reserve represents reserves to cover the expected self-insured benefits payable in respect of
permanent and initial incapacitants that have arisen from Division 1 and Division 2 of the Plan.

(iii) The Other Insurance Reserves have been established to provide for self-insured incurred but not reported risks
under the Plan, and for new self-insured risks arising after 1 July 2013,
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(iv)

Disability reserve
Current permanent incapacities
Current initial incapacities

Other insurance reserves

Schedule 3/23

2016 2015
$°000 $°000
11,446 10,915
1,897 1,835
5,747 8,235
19,090 20,985

Benefits foregone by Division 1 Members on resignation and certain employer contributions in respect of
Division 1 Members are credited to the foregone benefits reserve. The balance of the reserve as at 30 June
after meeting applicable costs of Disability benefits for Division 1 Members is allocated to all Members of
Division 1 as at 30 June. For the year ending 30 June 2016 the balance was $44,000 and a distribution to
Members of 0.02% of salaries has been recommended (2015: nil balance and no distribution recommended).

Movements in reserves

Operational risk reserve
Opening balance

Transfer from General Plan Assets
Investment earnings

Closing balance

Disability reserves
Opening balance

Transfer to assets of the plan
Transfer from foregone benefits reserve
Amounts allocated to Members during the year

Closing balance

Other insurance reserves
Opening balance

Transfer from General Plan Assets
Current year movement

Closing balance

2016 2015
$7000 $°000
11,516 5,510
5,869 5,871
657 135
18,042 11,516
12,750 18,447
(587) (6,920)
252 391
928 832
13,343 12,750
8,235 13,356
1,829 (1,692)
(4,317) (3,429)
5,747 8,235
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Note 11 Reserves (continued)

Foregone benefits reserve

Opening balance - -
Transfer to General Plan Assets - -
Plus Foregone Benefits from Division 1 Members in FY 2016 - -

Plus 1.5% of salaries contributions for Division 1 Members in FY 2015 294 378
Plus interest 2 13
Plus transfer from/(to) disability reserves (252) 391)
Less foregone benefits distribution to Members at 30 June 2016 30 -
Closing balance 14 -

Note 12 Related Parties

(@)

(b

Employer company

Qantas Airways Limited is the employer, and together with the other associated employers, makes employer
contributions to the Plan which are disclosed in the Statement of Changes in Net Assets. Contributions are made in
accordance with the Trust Deed and Rules, as disclosed in Note 1.

Contributions receivable from the employer sponsor and associated employers as at 30 June 2016 (and received
subsequent to that date) amounted to $12,253,163 (2015: $9,398,463).

The Plan contracts with Qantas Airways Limited for office accommodation, use of office equipment and certain
administrative services, which are provided on an arms-length basis. Cost recoveries paid to the employer sponsor for
these services of $254,813 (2015: $247,563) are included in administration expenses in the Statement of Changes in
Net Assets.

At 30 June 2016 the Plan held investments in Qantas Airways Limited to the value of $3,126,351 (2015: $11,579,668).
These investments have been made independent of the Trustee by underlying investment manager(s).

The Plan also paid $160,994 (2015: $104,548) for the supply of trustee services on behalf of the Trustee.

Trustee and Key Management Personnel

The Trustee of the Plan is Qantas Superannuation Limited (ABN: 47 003 806 960). The names of the persons who were
Directors of the trustee company up to the date of this report are:

Employer appointed: Member elected:

Costello, P Gillies, K

Ho, C Manning, G

Macfarlane, R Pagden, C (ceased 5 September 2016)
Monaghan, A Sipek, J

Ward, A (Chairman) Thorpe, M

The Directors of Qantas Superannuation Limited are Key Management Personnel (KMP) for the purposes of AASB
124 Related Party Disclosures. In addition to the Dircctors, M Clancy (CEO), A Spence (CIO) and H Loughrey
(HLRC) are also KMPs.
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Note 12 Related Parties (continued)

The Trustee has a licence from the Australian Prudential Regulation Authority. Its RSE licence was granted on 27 April
2006 (licence no L.0002257).

© Remuneration of Key Management Personnel
The remuneration of KMP paid is set out below:
2016 2015
$°000 $°000
Short-term benefits 1,797 1,781
Post-employment 119 87
1,916 1,868
(d) Trustee related transactions
The Trustee Directors, with the exception of A Ward and P Costello, receive no remuneration from the Plan or its
related parties in connection with the management of the Plan. All Directors of the Trustee except A Ward are also
Members of the Plan and made contributions to the Plan on an arms-length basis.
The membership terms and conditions, contributions and benefit entitlements for the Directors of the Trustee who are
also Members of the Plan are determined in accordance with the Trust Deed and Rules on the same basis available to
other Members of the same Divisions of the Plan.
(e) Other related parties — direct holdings and associates
The Plan holds six sole purpose investment vehicles which are recorded at net market value:
2016 2015
Place of business % Interest $°000 % Interest $°000
Q Infrastructure Trust Australia 100 221,881 100 201,355
QPET Australia 100 349,986 100 389,792
Q Infrastructure Yield Trust United Kingdom 100 117,202 100 129,744
QAIF Limited Singapore 100 165,009 100 143,098
QCT United States 100 111,824 - -
Q Timberland Trust United States 100 - - -
Total direct holdings and 965,902 863,989
associates

The above tables list the net fair value and the percentage interest of each investment asset as at 30 June 2016. The
maximum exposure to loss is limited to the net fair value of each investment asset. The net fair value will potentially
change on a daily basis throughout the period and in subsequent periods and will cease once the investments are
disposed. The investments of the Plan are managed in accordance with the investment mandates with the respective
underlying investment managers. The investment decisions of the Plan are made by the investment managers based on
their analysis and the investment guidelines provided to them by the Plan. The return of the Plan is exposed to the
variability of the performance of the underlying investment assets. The underlying investment managers receive a
management fee for undertaking the management of these investments.
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Note 13 Contingent Assets and Liabilities and Commitments

There were no contingent assets and liabilities as at 30 June 2016 (30 June 2015: nil).

The Plan had the following investment commitments:

Undrawn Commitments 016 015
$°000 $°000

Infrastructure Debt 65,777 23,352
Real Assets 261,461 85,498
Private Equity 93,624 110,056
Opportunistic Growth Alternative 146,052 32,689
566,914 251,595

Note 14 Guaranteed Benefits

No guarantees have been made in respect of any part of the liability for accrued benefits.
Note 15 Administration expenses

Administration expenses comprise payments of staff, board, finance, operations, Member services, legal, risk & compliance and
other operating expenses.

Note 16 Termination of Plan
Article 4.1 of the Plan’s Trust Deed and Rules states:

4.1 (a) The Plan shall be wound up as provided in this Rule upon the happening of any of the following events:
i.  if the Trustee shall consider that the Plan is insolvent or if it shall be advised by the Actuary that the Plan is
insolvent and it resolves to terminate the Plan; or
it.  ifthe Principal Company decides that it will permanently cease contributing to the Plan; or
iii.  ifan order is made or an effective resolution is passed for the winding up of the Principal Company other than for
the purpose of amalgamation or reconstruction.

4.2 (b) Insuch events the Trustee shall give notice in writing to the Company and the Members that the Plan shall terminate on
a specified date, (the “Termination Date”). As from the Termination Date the following shall apply:
i.  no further contributions shall be made by the Company and the Members other than arrears of contributions due
up to the Termination Date, and
il.  any arrears of contributions shall be paid forthwith.

Notc 17 Vested Benefits and Net Assets

Vested benefits are benefits which are not conditional upon continued membership of the Plan (or any factor other than
resignation from the Plan) and include benefits which Members were entitled to receive had they terminated their Plan
membership as at the reporting date.

2016 2015
$°000 $°000
Vested Benefits 6,756,686 6,759,807

Net Assets Available to Pay Benefits 6,901,005 6,976,205
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Note 18 Funding Arrangements

The funding policy adopted in respect of the Plan is directed at ensuring that benefits accruing to Members and beneficiaries are
fully funded as the benefits fall due. As such, in advising the Trustee on employer and Member contribution rates, the actuary
has considered the long-term trends in such factors as Plan membership, salary growth and the market value of Plan assets.

The rates of employer and employee contributions vary depending on numerous factors and the nature of the benefits are
explained in full in the Plan’s Trust Deed and Rules. Employer contributions have been made at the rates reccommended by the
actuary.

Total employer contributions (including additional funding) for the year ending 30 June 2016 were $266,828,928 (2015:
$267,367,294). As at 30 June 2016 there was a surplus of net assets compared to vested benefits of the Plan (details of the
vested benefits are referred to in Note 17).

In April 2013, the Trustee adopted a Journey Management Plan (JMP) to progressively de-risk the defined benefit investment
portfolio as the defined benefit’s funding position improves over time. The JMP and the defined benefit investment strategy was
formally reviewed and refined in FY 2016, with a marginal de-risking implemented in May 2016.

On 8 May 2013 the Board of the Trustee approved a refreshed Additional Funding Plan (AFP) that addresses the requirements
of the new APRA Prudential Standard SPS 160 Defined Benefit Matters. The determination of additional employer
contributions under the AFP is triggered where the Defined Benefit Vested Benefits Index (DB VBI) is below 100 per cent. The
DB VBI is the ratio of the Plan’s assets attributable to the defined benefit liabilities to the total defined benefit amount that the
Plan would be required to pay if all Members were to voluntarily leave the Plan on the funding valuation date. The AFP also
triggers further contributions being made where the amount of any retrenchment benefit paid from the Plan is in excess of the
funded benefit at the time of payment. For the year ending 30 June 2016 Qantas Airways Limited has contributed $3,300,000 of
additional funding which was recognised as employer contribution revenue in Statement of Changes in Net Assets (for the year
ending 30 June 2015: $4,300,000).

The AFP is reviewed as part of the triennial actuarial review of the Plan which is currently underway and will be finalised by 31
December 2016.

The Plan’s financial position is monitored by the Trustee each quarter and the actuary determines the amounts of additional
contributions to be made each quarter. Confirmation of the AFP was provided to the Australian Prudential Regulation Authority.

Note 19 Actuarial Report and Accrued Benefits

The value of accrued benefits has been determined on the basis of the present value of expected future payments which arise
from membership of the Plan up to the date of the actuarial review. The value of accrued benefits is calculated by the actuary at
least on a triennial basis as part of a comprehensive actuarial review. The present value reported has been determined using the
actuarial assumptions derived for the actuarial review.

2013 2010
$°000 $°000
Accrued benefits as at 1 July 5,949,755 5,348,427

Also attached to these financial statements is the report by the Plan actuary summarising the results of that actuarial review of
the Plan.

The main assumptions used to determine the actuarial value of accrued benefits at the last review date were:

e The future rate of investment return (net of investment taxes and net of investment management fees) earned on the Plan’s
assets would be 6.75% p.a.;

e  The future rate of salary inflation would be 3.5% p.a.; and

e  The long-term rate of consumer price index would be 2.5% p.a..

Accrued benefit as at 1 July 2013 have increased by the transfer of Australian air Express assets on 31 October 2014.

Note 20 Events Occurring After the Balance Sheet Date
No significant subsequent events have arisen in the interval between the end of the financial year and the date of this report.
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Trustee’s Statement

In the opinion of the Trustee:

(a) the financial statements set out on schedules 1 to 3 are drawn up so as to present fairly in accordance with applicable
Accounting Standards and other mandatory professional reporting requirements the Net Assets of Qantas
Superannuation Plan (the Plan) as at 30 June 2016 and the Changes in its Net Assets for the year then ended;

b) the financial statements are prepared in accordance with the requirements of the Trust Deed dated 1 June 1939, as
amended and the Superannuation Industry (Supervision) Act 1993 and Regulations; and

(c) the Plan has complied in all material aspects, with the requirements of the Trust Deed dated 1 June 1939, as amended,
and with the applicable provisions of the Superannuation Industry (Supervision) Act 1993 and Regulations and
Corporations Act 2001 and Regulations during the year ended 30 June 2016.

This statement is made in accordance with a resolution of the Directors of the Trustee, Qantas Superannuation Limited

(ABN7 806 960).

Director
Y7 7
Director 7

29 September 2016
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Independent Auditor’s report on financial statements

Qantas Superannuation Plan (ABN : 41 272 198 829)

Report by the RSE Auditor! to the trustee and
members

Financial statements

I have audited the financial statements of Qantas Superannuation Plan for the year ended 30 June
2016 comprising the Statement of Changes in Net Assets, summary of significant accounting policies
and other explanatory notes.

Trustee’s responsibility for the financial statements

The RSE’s trustee is responsible for the preparation and fair presentation of the financial statements
in accordance with Australian Accounting Standards 2 and the requirements of the Superannuation
Industry (Supervision) Act 1993 (SIS Act) and the Superannuation Industry (Supervision)
Regulations 1994 (SIS Regulations). The trustee is also responsible for such internal control as the
trustee determines is necessary to enable the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

My responsibility is to express an opinion on the financial statements based on my audit. I have
conducted an independent audit of the financial statements in order to express an opinion on them to
the trustee and members of Qantas Superannuation Plan.

My audit has been conducted in accordance with Australian Auditing Standards3. These Standards
require that I comply with relevant ethical requirements relating to audit engagements and plan and
perform the audit to obtain reasonable assurance as to whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal controls relevant to the
trustee’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the trustee’s internal controls. An audit also includes evaluating the

1 RSE Auditor as defined in Section 10 of the SIS Act.
> The Australian Accounting Standards issued by the Australian Accounting Standards Board (AUASB).
3 The Australian Accounting Standards issued by the Australian Accounting Standards Board

PricewaterhouseCoopers, ABN 52 780 433 757
Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY NSW 1171
T +61 2 8266 0000, F +61 2 8266 9999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.



appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the trustee, as well as evaluating the overall presentation of the financial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects, in accordance with

Australian Accounting Standards, the net assets of Qantas Superannuation Plan as at 30 June 2016 and
the changes in net assets for the year ended 30 June 2016.

[I%:."C_&-‘C'ﬁ"'*-’%"'—*—' E'h-m A

PricewaterhouseCoopers

| Caie —

David C(Jo;m Sydney
Partner 29 September 2016
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ACTUARIAL STATEMENT FOR THE PURPOSES OF AUSTRALIAN
ACCOUNTING STANDARD AAS 25

QANTAS SUPERANNUATION PLAN (THE PLAN)

REPORTING PERIOD ENDED 30 JUNE 2013

This statement has been prepared at the request of the Trustee of the Plan, Qantas Superannuation
Limited and sets out the value of Accrued Benefits and other actuarial information required under
AAS 25, for disclosure in the financial statements of the Plan. The method and assumptions used are
specifically for determining AAS 25 disclosure information and the results should not be used for any
other purpose without the prior consent from the Plan’s Actuary.

ACTUARIAL STATEMENT FOR AAS 25 PURPOSES

Assumptions

The assumptions used to calculate Accrued Benefits were the same as for the actuarial investigation of
the Plan as at 1 July 2013.

The financial assumptions used are summarised as follows:-
Discount Rate - 6.75% p.a.
Future Salary Increases - 3.50% p.a.

The discount rate of 6.75% pa is considered to be a market determined, risk adjusted rate based on a
reasonable expectation of actual future Plan returns over the average expected term of the benefit
liabilities, calculated to be about 10 years, in the light of the Plan’s present investment strategy and
taxation position.

All other assumptions used for the purpose of this investigation are best estimate assumptions, with no
allowance for conservatism.

Accrued and Vested Benefits

AAS 25 requires the disclosure of Accrued and Vested Benefits at the reporting date. The table below
shows the amounts determined for the purposes of AAS 25, together with the market value of assets:

Accrued Benefits Vested Benefits Market Value of

Reporting Date Assets
$ million $ million $ million

1 July 2013 5,949.8 6,230.9 6,277.6

“Accrued Benefits” have been determined as the present value of expected future benefit payments
which arise from membership of the Plan up to the reporting date.

“Vested Benefits” are benefits which the Plan would be required to pay if all members were to
voluntarily leave employment on the reporting date.

The Accrued Benefits were calculated in a manner consistent with Guidance Note 454 and Professional
Standard 402 issued by the Institute of Actuaries of Australia.
SUMMARY OF ACTUARIAL REPORT

As the Actuary to the Qantas Superannuation Plan, | conducted the latest actuarial investigation of the
Plan as at 1 July 2013. The results of that investigation were presented in my report dated 30 January
2014. The following is a summary of that report.

The next actuarial investigation is scheduled for no later than 1 July 2016.



Membership

At 1 July 2013 there were 33,340 members of the Plan. This compares with 32,730 members as at the
previous actuarial investigation date of 1 July 2010.

Assets
The net market value of assets at 30 June 2013 was $6,277.6 million.

For the purpose of the actuarial investigation, the present value of accrued liabilities was compared to
the net market value of assets.

Plan Experience
The main features of the Plan’s experience over the three years to 30 June 2013 were:

= The investment performance of the Plan of 7.84% p.a. was higher than the rate of 7.00% p.a
assumed for the three years to 30 June 2013. Considered in isolation, this resulted in a better than
expected financial position of the Plan;

= Inflationary salary increases excluding promotional increases averaged around 3.5% per annum for
Plan members which was lower than the rate of 4% assumed in the 2010 actuarial investigation
and resulted in an improvement in the financial position of the Plan;

= The overall rate of staff turnover prior to age 55 was generally in line with expectations and did not
have a material impact on the Plan’s financial position. However retirements were less than
expected which had a positive effect on the financial condition of the Plan.

= There was a total of 2,530 redundancy payments which were not explicitly anticipated in the 2010
actuarial investigation. However the additional employer contributions required under the Plan’s
Additional Funding Plan in respect of redundancies meant this did not adversely affect the Plan’s
financial condition.

Overall, the total effect of the Plan’s experience during the period of the investigation was to improve
the financial condition of the Plan (measured in the same way as in the 2010 investigation; that is,
actuarial value of assets less the present value of accrued benefit liabilities).

Actuarial Funding Method

The Projected Unit Credit (PUC) funding method adopted for the 2010 actuarial investigation of the
Plan was again used for the 2013 actuarial investigation.

The PUC funding method is an accrued benefit funding method. Under this method, the surplus or
deficit in the Plan is equal to the difference between assets and the present value of future liabilities for
benefits accrued to the date of the valuation (the accrued benefit liabilities). The recommended annual
contribution rates are then made up of:

®= The cost of benefits for the year of service immediately following the valuation date (the Normal
Cost); and

= An adjustment to the Normal Cost to take account of any over or under funding of accrued
benefits at the investigation date.

Actuarial Assumptions — Defined Benefit (DB) divisions

The key financial assumptions used for the 2013 actuarial investigation were a long-term net
investment earnings rate of 6.75% per annum and a long-term inflationary salary increase rate of 3.5%
per annum. At the previous investigation these assumptions were 7.0% per annum and 4.0% per
annum respectively. Hence the “gap” between the assumed investment earnings rate and the assumed
inflationary salary increase rate has increased slightly from 3.0% per annum to 3.25% per annum.

For DB divisions where the Company pays for non-investment expenses, the allowance for non-
investment expenses was adjusted from 0.45% of total future salaries of Division 2, 3 and 4 members
at the previous actuarial investigation, to 0.50% of total future salaries, to reflect higher costs under the
increased regulatory regime now applying to superannuation funds.



The other assumptions required for the valuation (including demographic assumptions and the
assumptions regarding promotional salary increases, expenses and the like) were reviewed and
remained appropriate with the following exceptions;

e Retirement assumptions were adjusted to more closely reflect the experience of the Plan with more
members observed to be retiring at older ages than previously assumed,

o Rates of resignation for Flight Attendants were reduced to reflect the observed experience of this
membership group, and

e The allowance in the recommended Division 3 contribution rate for the cost of providing the
disability benefit was increased from 0.1% to 0.135% of salaries.

Valuation Results

The actuarial investigation of the Plan at 1 July 2013 revealed total accrued benefit liabilities of
$5,949.8 million. Using this measure, there is an actuarial surplus of $327.9 million. The actuarial value
of Defined Benefit assets represented 105.5% of the accrued benefit liabilities, which indicated that the
Plan was in a sound long term financial position on a going concern basis.

At 1 July 2013 the market value of total Plan assets was 100.7% of vested benefits. The corresponding
ratio in respect of Defined Benefit liabilities only (the DB VBI) was 102.3%.
Recommendations

The actuarial investigation recommended that Company contributions to the Plan to provide for defined
benefits be equal to the Normal Costs determined on a category by category basis, as described in the
following table:

Contribution Rate

CLEE % of salary
Division 2 (Category A) 11.1%
Division 2 (Category B) 12.7%
Division 2 (Category C) 11.9%
Division 3 11.1%
Division 4 6.3%
Division 12 0.0%

In addition the Company contributes such additional amounts as specifically required by the Trust Deed
and Rules or as agreed with individual members.

In addition to the position reported above, the Actuary projected the Plan’s ongoing ability to meet both
Accrued and Vested Benefits over the three years following the date of the investigation. This was
undertaken on the basis that:

= the actuarial assumptions as to investment, salary inflation and membership turnover would apply
over the next three years;
= the employer(s) will contribute to the Fund at the recommended rate over the next three years.

In the light of the projections, it is anticipated that Vested Benefits and Accrued Benefits will be covered
by Plan assets at the end of the three years following the date of the investigation.

Insurance Reserves

The self insurance arrangements of the Plan were also reviewed as part of the actuarial valuation,
having regard to the decisions to outsource insurance for defined contribution members from 1 July
2013. As a result of this change the recommended level of insurance reserves of the Plan was reduced
by $18.76m to $37.49m. It was further recommended that for the purpose of assessing the Plan’s DB
VBI, an amount of $27.95m in respect of insurance reserves be recognised as a liability of the Plan.



Additional Funding Plan

The Plan has had an Additional Funding Plan (the AFP) in place since 1 April 2009 which requires
additional contributions to be paid by the Company at times when the Plan is in an unsatisfactory
financial position or where there is a funding strain in respect of Redundancy payments. During the
three years to 30 June 2013 a total of $77.95m was paid by the Company under the requirements of
the AFP. The 2009 AFP was reviewed in 2013 and has three contribution components, and can be
summarised as follows:

€) Fixed additional contributions depending on the VBI position as measured at the end of each
quarter; and

(b) Variable additional contributions payable quarterly, dependent on the VBI position and the size
of benefit payments from the Plan over the previous quarter; and

(c) Retrenchment additional contributions dependent upon the excess of redundancy benefits
above the VBI position measured at the end of the quarter.

An important element of the AFP which is a key element by which the Trustee and the Company meet
the APRA requirements of Prudential Standard SPS 160, is the quarterly monitoring program,
conducted by the Actuary. The Trustee and the Company are aware that any significant changes to the
VBI may require adjustments to the contributions required under the AFP. This monitoring program
was incorporated into the existing quarterly “trigger events” monitoring program which had been in
place for some time.

Other Matters

During the three years to 30 June 2013, the Plan self-insured the majority of its major risks in regard to
benefits in excess of the actuarial reserve payable on death or disability. A catastrophe insurance
contract was maintained to limit the overall exposure to severely adverse experience, with the Plan self-
insuring the deductible of $5 million and all disability income risks. As stated in the actuarial valuation
report, the self-insured risks are quite acceptable for a plan of the size of the Qantas Superannuation
Plan, while the catastrophe insurance provides very cost-effective protection against severely adverse
experience.

| further note that the Plan will effectively cease to self-insure new death and disability risk in respect of
Defined Contribution members from 1 July 2013 and Defined Benefit members from 1 August 2014.

Yours sincerely,

T il

Tony Miller, FIAA
Director, Russell Actuarial
Actuary to the Qantas Superannuation Plan

30 September 2014



