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Qantas’ Guiding Strategic Principles

• Safety is always our first priority

• The first choice for customers in every market we serve

• Maintaining dual-brand strength in domestic market 

• Reshaping Qantas International to remain competitive

• Maintaining the Jetstar opportunity in Asia 

• Broadening Qantas Loyalty for strong, diversified earnings

• Driving efficiency and productivity



3

Qantas Transformation
Immediate priorities, long-term competitiveness

EARNINGS RECOVERY THROUGH BUSINESS TRANSFORMATION 

STRENGTHENING OUR CORE BUSINESS

Accelerating cost reduction

Right-sizing fleet and network

Working existing assets harder

Deferring growth

Aligning capex to financial performance

Accelerating simplification
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Qantas Transformation
Deleveraging the balance sheet

$2B COST SAVINGS BY FY17

• Positive free cash flow from FY15 onwards

– Right-sizing fleet and network

– Increased asset utilisation

– Scaled back investment, deferred growth 
plans 

– Asset sales

IMPROVING CREDIT PROFILE FROM FY15, TARGETING GROSS DEBT/ADJ. EBITDA <4.0 BY FY17

• Gross savings of $2b by FY17

– >10% reduction in ex-fuel expenditure

– Targeting $800m cost savings by FY15

– Close Qantas Domestic cost gap to domestic 
competitor to <5%, increase margin advantage

– Reduce Qantas International cost gap to 
international competitors

– Maintain Jetstar cost leadership

>$1B DEBT REDUCTION BY FY15
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Qantas Transformation
Focus on cost reduction

Assumes steady FX rates, 
capacity and sector length 

FY17 EX-FUEL EXPENDITURE TARGET: >10% REDUCTION

FY17 EX-FUEL 
EXPENDITURE

Annualised 1H14 
ex-fuel expenditure1

$2b 
transformation 

benefits
Inflation 

(<$250m p.a.)

1. Annualised 1H14 ex-fuel expenditure ($11,608m) is equal to two times the total of 1H14 Operating expenses (excluding fuel) ($4,797m), 1H14 Depreciation and amortisation ($746m) and 1H14 Non-
cancellable aircraft operating lease rentals ($261m).
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Qantas Transformation
Focus on cash flow generation through to FY17

• Base assumptions: challenging operating environment to remain

– Competitive intensity high in all markets

– Elevated AUD fuel price

• Improved operating cash flow to come from $2b cost savings

– Front-loading initiatives for early realisation of benefits

• Separate measures to mitigate cost and wage inflation

• Group capex aligned to financial performance with flexibility for further adjustments
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Implementation 
phase
$800m

Development phase
$1,200m

Qantas Transformation
Moving at pace towards $2b target

TARGET: $800M COST SAVINGS BY FY15

• Chain of responsibility established for 
implementation of 250 initiatives 

• Segment CEOs responsible for delivery of 
segment targets 

• Initiatives broken down into key 
milestones with delivery timeframes

• Focus on moving initiatives through 
development phase into implementation

$2b Qantas Transformation 
Pipeline

As at May-14
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4,000
5,000

1,000

1,200

1,800

1,000

- Engineering
- Catering
- Freight
- Crew
- Airports
- Flight Ops

Qantas Transformation 
FTE reduction target – 5,000 by FY17

PROGRESS ON FTE REDUCTION TARGET

Management & 
Non-operational

To action in 
FY15

FY15 FTE 
reduction 

target

Operational FY16-FY17 
reduction

FY17 FTE 
reduction 

target

1. Includes FTEs that have exited or received notice by 30 June 2014.

Actioned1 by end FY14
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Qantas Transformation
Consolidation Initiative: 1,500 Management & Non-operational FTE reduction

Total annual benefit1 – $175m Benefit

Timeline

Cost Total redundancy costs – $165m

• 1,000 of 1,500 FTE reduction to be actioned2 by end FY14
• Remainder to exit in 1H15

Payback Period 

1 year

Background
• Head office restructure to reduce management layers and improve efficiency
• Simplified organisation structures for all reporting segments 
• Freeze on recruitment, consultants and contractors 

1. Total annual benefit realised one year after completion of initiative. 2. Includes FTEs that have exited or received notice by 30 June 2014.
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Qantas Transformation
Productivity Initiative: Line Maintenance Operations (LMO)

Total annual benefit6 – $45m

Total redundancy costs – $70m

• Reduced international flying
• New generation aircraft benefit from improved maintenance systems
• Reduced maintenance demand from B767 and B747 retirements 
• B738 LMO maintenance tasks grouped into larger checks 
• Better synching of maintenance with flight schedules to reduce aircraft ground time
• FTEs reduced by ~300 in SYD1, MEL2, BNE3 and ADL4, increase in PER5 – net 272 reduction

Payback Period 

2.3 years

• Initial voluntary redundancy process with exits from Apr-14
• Consultation process for compulsory redundancy post Apr-14, working through with 

each union

Background

Benefit

Cost

Timeline

1. Sydney 2. Melbourne 3. Brisbane 4. Adelaide 5. Perth 6. Total annual benefit realised one year after completion of initiative.
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Qantas Transformation
Right-sizing Initiative: Qantas Domestic Mainline fleet simplification

Accelerating fleet simplification to 1 x narrow-body and 1 x wide-body fleet type
• Enabled by B787 deliveries to free up A332 from Jetstar and narrow-body deliveriesBackground

Benefit
Total annual benefit1 – >$55m2

plus unit cost benefits from increased domestic utilisation and productivity
• Fuel and operational efficiencies
• Reduced tech crew, cabin crew, engineering and reserve crew requirements
• Increased utilisation and better network recovery
• Maintenance savings and lower spares inventory requirement
• Improved customer proposition – consistent product and in-seat IFE3 offering

62 x B737-800

14 x B767

10 x A332

3 x B737-400

A332

B737-800

Dec-13 – 4 Fleet Types 3Q FY15 – 2 Fleet Types

Timeline
Aircraft Retirements Jan-14 to Jun-14 Jul-14 to Dec-14 Jan-15 to Mar-15

B767-300 (2) (6) (6)

B737-400 (3)

17 retirements 
in 15 months

1. Total annual benefit realised one year after completion of initiative. 2. Includes fuel efficiency benefits. 3. In-flight entertainment
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Optimisation of fleet and network B747 retirements

Qantas Transformation
Right-sizing Initiative: Qantas International network optimisation

Increased asset utilisation / optimised fleet mix across Asia, Europe, and US networks
Background

Benefit
Total annual benefit6 – >$100m7

• 2 x B747 replaced with existing A330 
• 1 x B747 replaced through increased A380 fleet utilisation
• 2 x B747 planned for retirement by 2H FY16
• Voluntary redundancies launched for surplus cabin crew - phased FY15 exits 

1. Perth-Singapore  2. Brisbane-Singapore  3. Sydney-Singapore  4. Melbourne-Dubai-London Heathrow  5. Sydney-Dallas Fort Worth, from 29 September 2014.  6. Total annual benefit realised one 
year after completion of initiative. 7. Includes revenue enhancement opportunities and cost benefits. 8. Avoids Brisbane stop-over on Dallas Fort Worth-Sydney.

Exit PER-SIN1

Down-gauge 
SYD-SIN3 to A330

Retime QF9/10 
(MEL-DXB-LHR4)

4Q FY141 x A330 Down-gauge 
BNE-SIN2 to A330

1 x B747

Redeploy to 
SYD-DFW5 service 

1 x A330 1 x B747 2Q FY15

1 x A380 1 x B747 2Q FY15

Increased 
domestic 
utilisation

• Non-stop service each way8

• 10% capacity increase

• A380 product to main AA hub
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Net Capex Net Capex & Lease
Investment

Net Capex Net Capex & Lease
Investment

Net Capex Net Capex & Lease
Investment

Maintenance & Spares Aircraft Non Aircraft Net capex reduction since Aug-13

Group Capex Aligned with Financial Performance
Supporting positive free cash flow from FY15 onward

NET CAPEX1 & LEASE INVESTMENT2 REDUCTIONS ($B) SINCE AUG-13

• Restructure of fleet order, prioritising completion of simplification 

• Targeted investment in customer; B787; A330 reconfigurations; lounges 

• Flexibility to adjust capex further; average fleet age of 8 yrs in FY16  

Reduction in 
net capex

FY14F

Reduction in 
net capex

Reduction in 
net capex

Mvmt in Lease 
Liabilities2

Mvmt in Lease 
Liabilities2

Mvmt in 
Lease 
Liabilities2

FY15F FY16F

1. Equal to investing cash flows. 2. Movement in on and off balance sheet lease debt including the movement in operating lease liabilities (calculated as the present value of minimum lease
payments for aircraft operating leases which, in accordance with AASB 117: Leases, is not recognised on balance sheet) and the movement in aircraft-related Japanese operating leases (with call
options) accounted for in financing cash flows.
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Target PROGRESS TO DATE
As at 1 May 2014Metric Timeframe

AC
HI

EV
IN

G
O

U
R 

TA
RG
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S

COST SAVINGS

$2b gross savings

>10% ex-fuel expenditure reduction1
FY17 Initiatives in 

implementation phase = $800m

5,000 FTE reduction FY17 FTEs reduced by 2,200 
by end FY14

DELEVERAGE
BALANCE SHEET

>$1b debt reduction FY15 Focus on cash generation in FY15

Gross Debt / Adj. EBITDA2 <4.0x FY17 Gross Debt / Adj. EBITDA2

to peak FY14

CASH FLOW Positive free cash flow FY15 onwards FY15 & FY16 net capex reduced by 
$1.2b since Aug-13

FLEET
SIMPLIFICATION 11 fleet types to 7 FY16

1 x B747 retired since Dec-13
2 x B767 retired since Dec-13
All remaining B734s retired

CUSTOMER 
&

BRAND

Customer satisfaction 
(6 month rolling average):

Improving / Stable / Declining
Ongoing Improving

Most on-time domestic carrier:
Qantas Domestic Ongoing 9 out of 9 months

(FY14)

Measuring Progress
Scorecard to FY17

1. Assumes steady FX rates, capacity and sector length. 2. Metric calculated based on Moody’s methodology.
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Summary

• Guiding strategic principles remain consistent

• Immediate priority to strengthen core business

• Deleveraging balance sheet through earnings recovery, debt reduction

• Moving at pace towards delivering $2b cost savings

• Group capex aligned with financial performance 

• Strict financial and customer targets in place

• Determined to deliver all milestones in scorecard
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Disclaimer & ASIC Guidance

This Presentation has been prepared by Qantas Airways Limited (ABN 16 009 661 901) (Qantas). 

Summary information 
This Presentation contains summary information about Qantas and its subsidiaries (Qantas Group) and their activities current as at 8 May 2014. The information in this Presentation does not purport to be complete. It should be 
read in conjunction with the Qantas Group’s other periodic and continuous disclosure announcements lodged with the Australian Securities Exchange, which are available at www.asx.com.au. 

Not financial product advice 
This Presentation is for information purposes only and is not financial product or investment advice or a recommendation to acquire Qantas shares and has been prepared without taking into account the objectives, financial 
situation or needs of individuals. Before making an investment decision prospective investors should consider the appropriateness of the information having regard to their own objectives, financial situation and needs and seek 
legal and taxation advice appropriate to their jurisdiction. Qantas is not licensed to provide financial product advice in respect of Qantas shares. Cooling off rights do not apply to the acquisition of Qantas shares.

Financial data 
All dollar values are in Australian dollars (A$) and financial data is presented within the six months ended 31 December 2013 unless otherwise stated. 

Future performance
Forward looking statements, opinions and estimates provided in this Presentation are based on assumptions and contingencies which are subject to change without notice, as are statements about market and industry trends, 
which are based on interpretations of current market conditions. Forward looking statements including projections, guidance on future earnings and estimates are provided as a general guide only and should not be relied upon as 
an indication or guarantee of future performance. 

An investment in Qantas shares is subject to investment and other known and unknown risks, some of which are beyond the control of the Qantas Group, including possible delays in repayment and loss of income and principal 
invested. Qantas does not guarantee any particular rate of return or the performance of the Qantas Group nor does it guarantee the repayment of capital from Qantas or any particular tax treatment. Persons should have regard 
to the risks outlined in this Presentation. 

No representation or warranty, express or implied, is made as to the fairness, accuracy, completeness or correctness of the information, opinions and conclusions contained in this Presentation. To the maximum extent permitted 
by law, none of Qantas, its directors, employees or agents, nor any other person accepts any liability, including, without limitation, any liability arising out of fault or negligence, for any loss arising from the use of the information 
contained in this Presentation. In particular, no representation or warranty, express or implied is given as to the accuracy, completeness or correctness, likelihood of achievement or reasonableness of any forecasts, prospects or 
returns contained in this Presentation nor is any obligation assumed to update such information. Such forecasts, prospects or returns are by their nature subject to significant uncertainties and contingencies. Before making an 
investment decision, you should consider, with or without the assistance of a financial adviser, whether an investment is appropriate in light of your particular investment needs, objectives and financial circumstances.

Past performance 
Past performance information given in this Presentation is given for illustrative purposes only and should not be relied upon as (and is not) an indication of future performance. 

Not an offer 
This Presentation is not, and should not be considered, an offer or an invitation to acquire Qantas shares or any other financial products. 

ASIC GUIDANCE
In December 2011 ASIC issued Regulatory Guide 230. To comply with this Guide, Qantas is required to make a clear statement about whether information disclosed in documents other than the financial report has been audited or 
reviewed in accordance with Australian Auditing Standards. In line with previous years, this Presentation is unaudited. Notwithstanding this, the Presentation contains disclosures which are extracted or derived from the 
Consolidated Interim Financial Report for the half year ended 31 December 2013 which is reviewed by the Group’s Independent Auditor.




