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ANSETT GROUP
FIRST REPORT BY
ADMINISTRATORS

‘This is our First Report to creditors as Administrators of the Ansett Group. As required by
the Act, this report addresses the companies’ business, property, affairs and financial
circumstances and provides our preliminary opinions on the following matters:

o Whether it would be in the creditors’ interests for the Companies within the Ansett Group
to execute a Deed of Company Arrangement; :

» Whether it would be in the creditors’ interests for the administration of the Companies
within the Ansett Group to end; and

« Whether it would be in the creditors’ interests for the Companies within the Ansett Group
to be wound up

and the reasons for those opinions.

The administration of the Ansett Group is extremely large and complex. This First Report is
intended to be an overview of the Ansett Group's operations and our actions to date in order
to assist creditors to-gain an understanding of the current status of the administration. It will
also outline the primary matters that will be considered at the Second Meetings of Creditors
of the Ansett Group.

Separate meetings of creditors under Section 438A of the Act ars scheduled for
Aeropelican, Skywest Airlines, Skywest Aviation, Skywest Jet Charter and Skywest Holdings
(“the excluded companies”) on Friday, 25 January 2002 dus to the particular requirements
associated with the sales of those businesses, Separate reports under Section 439A will be
distributed to the creditors of the excluded companies. They will not be considered in detail .
in this report. Any reference in this report to the excluded companies is for information

purposes only for the creditors of the remainder of the Ansett Group.

This report relates to the companies within the Ansett Group (other than the excluded
companies) set out in the list of companies attached at the conclusion of this report. The
Second Meetings of Creditors for these companies are scheduled for Tuesday,
. 29 January 2002.

The primary issue to be considered by creditors at this meeting will be the approval of the
sale of the mainline airiine to Tesna. This meeting will not determine how the proceeds of
the sale will be applied. And while it is our preliminary oplnion that it would be in the
interests of the creditors of the Ansett Group companies that the companies execute
DOCAs, we are still conducting investigations in this regard. Qur investigations will be
further progressed and reported to creditors before they are asked to vote on whether the
companies should enter into DOCAs.
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We will be seeking to hold the Second Meetings of Creditors of the Ansett Group companies
in two parts:

= 29 January 2002 @O To receive a report on the conduct of the *Part 1 of the Second
administration to date Creditors Meeting”

g To approve the sale of the malnline business
to Tesna, as described in this report

To approve the Administrators' remuneration

O Toadjoum the meeting for a pariod of no
more than 60 days

« by30March2002 | O Toreceive areport ob the investigations into | “Part 2 of the Second
: the affairs of the Ansett Group Creditors Meeting”

O To conslder how the procesds of the Tesna
sate will be applied

@ To consider and, If appropriate, approve the
proposed DOCAs for the various Ansett
Group companies.

To enable this to occur, the creditors for each Ansett Group company will need to resolve on
20 January 2002 for the meetings of each company to be adjoumed for a petiod of not more
than 60 days. During that time we will continue our investigations and prepare a further
report for creditors outlining the results of our investigations and the options avallable to
creditors on the future of the Ansett Group. '

While this is our recommended course of action, the power to adjourn the meeting rests
solely with the creditors at Part 1 of the Second Creditors Meeting.

Creditors should note that in accordance with the Orders of Justice Goldberg on
7 January 2002, notices for Part 2 of the Second Creditors Meeting will not be posted to
creditors but a notice of the time, date and place of Part 2 of the Second Creditors Mesting
will be placed on the Administrators’ web sltes within 48 hours of Part 1 of the Second
Creditors Meeting and in advertisements placed in newspapers nationally on or before
5 February 2002,

Dated this 16™ day of January 2002.

ST (el

MARK A KORDA MARK F MENTHA
~ Administrator : _ Administrator

o
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The companies for which this report has been prepared are listed immediately before
the Appendices. Any reference to dollars in this report relates to Australian currency
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ABBREVIATIONS USED IN THIS REPORT

Mark Korda and Mark Mentha of Andersen
Alian Watson, Greg Hall and Peter Hedge of
PricewaterhouseCoopers

Aeropelican Air Services Pty Ltd (ACN 000 653 083)
Ansett Australia Limited (ACN 004 208 410)

Ansett Australia and Air New Zealand Engineering Services

Limited (ACN 089 520 686)

Ansett international Limited (ACN 060 622 460)
Kendell Airlines (Aust) Ply Ltd (ACN 000 579 680)
Show Group Pty Ltd (ACN 002 968 989)

Skywest Airlines Pty Ltd (ACN 008 997 662)
Skywest Aviation Limited (ACN 004 444 866)
Skywest Jet Charter Pty Ltd (ACN 008 800 155)
Skywest Holdings Pty Ltd (ACN 008 805 646)
Traveland Pty Ltd (ACN 000 240 746)

Aeropelican, Skywest Airlines, Skywest Aviatlon, Skywest

Jet Charter and Skywest Holdings

All companies listed in Appendix 1 with the exception of the

excluded companies

Michae!l Humphris of Sims Lockwood

. Hazelton Air Charter Pty Ltd (ACN 065 221 356)
Hazelton Air Services Pty Ltd (ACN 000 242 928)
Hazelton Airlines Limited (ACN 061 985 642)

Air New Zealand Group of Companies

Australian Industrial Relations Commission
Airline Operations Certificate

Australian Securities and Investments Commission
Civil Aviation Safety Authority _
Commonwealth Government of Australia
Deed of Company Arrangement

Domestic Terminal Lease

Enterprise Bargaining Agreements
Earnings Before Interest and Tax
International Air Transport Association
International Bureau of Aviation

Lang Corporation Limited

National Roads & Motorists Association
Royal Automobile Club of Victoria

Report as to Affairs

e -
.
*
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Abbreviated to:
"the Administrators"
"the Initial Administrators”

"Aeropelican”
"Ansett Australia™
"AANZES"

"Ansett international”
"Kendell"

"Show Group”

"Skywest"

"Skywest Aviation"
"Skywest Jot Charter”
"Skywest Holdings™
"Traveland”

"the excluded companies"”

Collectively "the Ansett Group"
or "Ansett"

“the Hazelton Administrator”
Collectively "the Hazelton
Group”

“Air New Zealand” or “the Air
New Zealand Group”

"AIRC"

"AOC"

"ASIC"

"CASA"

"Commonwealth Governmeant”
"DOCA™

"DTL"

"EBA"

YEBIT"

“"JATA"

"IBA"

"Lang"

"NRMA"

"RACV"

"RATA"

>

ANDERSEN




ANSETT GROUP (ADMINISTRATORS APPOINTED)
FIRST REPORT BY ADMINISTRATORS

Singapore International Airline

Special Employee Entitlement Scheme for Anseit Group
Employees

hitp;/fwww.ansett.com.au/administrator and
http:/iwww.abl.com,aufadministrator

Corporations Act (2001) Commonwealth

The Federal Court of Australia

Mesting of creditors to be cailed pursuant to Section 436E
of the Act =

Maeeting of creditors to be called pursuant to Section 439A
of the Act

Consortium associated with Mr Lindsay Fox, Mr Solomon
Lew and Tesna Holdings Pty Lid

Information Technology

Transpacific Enterprises Inc

Air Passenger Ticket Levy (Collection) Act 2001

Page 2
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Abbreviated to:

"Singapore Airline"

“SEESA™

"the Administrators’ websites"

“the Act"

"the Court" _

“the First Meeting of Creditors"
"the Second Creditors Meeting"
"Tesna"

lIlT!I

"Transpacific”
"Ticket Levy Act"
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ANSETT GROUP (ADMINISTRATORS APPOINTED)
FIRST REPORT BY ADMINISTRATORS

1. Executive Summary

1.1

1.2

1.3

Aim of Administration

The object of the administration legislation is to provide for the business, property
and affairs of an insolvent company to be administered in a way that :

+ Maximises the chances of a company continuing to exist; or

« |f that is not possible, results in a better retum for creditors than an immediate
winding up.

The Ansett administration is one of the largest, most complicated and demanding
administrations of recent times. Becausse of this complexity and time constraints,
this First Report is subject to change.

Purpose of Meeting

The meeting of creditors for the Ansett Group {excluding the Aeropelican and
Skywest companies) will be held on 29 January 2002 at 3.00pm at Vodafone
Arena, Melbourne Park, Batman Avenua, Melbourne.

The purpose of the meeting s to:

« Consider the Adminisirators' report conceming the cdmpany's business,
property, affairs and financial circumstances;

s Approve the sale of the Ansett mainline business to the Tesna Consortium,
« Approve the Administrators’ remuneration;

« Adjourn the meeting for up to 60 days;

+ Resolve the mechanism for calling of future meetings.

This meeting will be known as Part 1 of the Second Creditors Meeting. The
proposed next meeting will be known as Part 2 of the Second Creditors Meeting.

‘Part 2 will deal with distribution of the proceeds of the Tesna sale and whether

companies should enter into a Deed of Company Arrangement (“DOCA”).

Resolutions to be Proposed

The resolutions to be prdposed at Part 1 of the Second Creditdrs Meeting will be
voted on a company by company hasis as follows:

"That the creditors approve the sale of the Anselt mainline airline to Tesna Holdings
Pty Ltd as described in the First Report to Creditors *;

"That the credifors approve the Administrators' remuneration for the period
18 December 2001 to 16 January 2002 ".

ANDERSEN
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"That the second meetings of the creditors of the companies in the Anselt Group be
adjoumned for a period of up to 60 days from this day”; :

"That notice of further meetings of the credifors of the companies in the Anseft

Group be convened by postings on the Administrators’ web sites and by
advertisements placed prominently in newspapers nationally”.

1.4 Background to Ansett Group and Appointment of Administrators

Ansett for many years has been a major player in the Australian aviation industry.
Air New Zealand has been the 100 per cent owner of Ansett since June 2000,

Peter Hedge, Allan Watson and Greg Hall of PricewaterhouseCoopers were
appointed the Initial Administrators to companies in the Ansett Group on 12 and 14
September 2001. At 2am on 14 September 2001, the Initial Administrators ceased
Ansett's operations and grounded its aircrait.

On 17 September 2001 we were appointed Administrators by the Federal Court of
Australia.

1.5 Size and Complexity of Administration

Some points to assist in understanding the size, difficulty and complexity of the
Ansett Group administration are as follows:

« The operations and sales of 14 discrete businesses have been controlled
throughout the administration.

e Ansett had no available cash and no aircraft fiying at the date of our
appointment.

s At the commencement of the administration, a significant number of key Ansett
management on secondment from Air New Zealand returned to New Zealand,
leaving a senior management vacuum,

» Executive management, financial and treasury systems had been centralised in
New Zealand and needed to be disentangled.

e The terrorist attacks on 11 September 2001 in the United States of America has
depressed airline values and resulted in the bankruptcy of other airlines around
the world. : .

o There was, and still is, fierce competition in the Australian aviation market
making trading and sale prospects challenging.

o Ansett had a fleet of 133 aircraft. A hand-back process has begun for 53 of
these aircraft subject to leases. '

« Ansett operated regional airlines — Skywest (WA), Kendell (NSW, Vig, Tas, SA)
and Aeropelican (NSW).

o Ansett operated major travel agencies through Traveland and Show Group.

ANDERSEN
Page 2
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The administration has required management of more than 10 million individual
items of spare parts, rotables and consumables.

Ansett previously had about 350 leasehold premises.

Substantial interface has been necessary with the Commonwealth Government,
all State Governments, various Government depariments and regulatory
authorities in order to recommence fiying and continue with operations.

It has been necessary to verify the financial positions of the 41 companies in
administration. '

The total operating costs prior to administration were more than $200m per
month. (This has been reduced substantially).

Enterprise bargaining agreements for the entire Ansett workforce héve been
renegotiated during the administration.

Ansett previously employed more than 15,000 people. During the administration
a redundancy program has been undertaken for 8,000+ of those employees.

A settlement with Air New Zealand for $150m was effected and is one of the
largest cash setflements of its kind in Australian insolvency history.

There is a total of approximately $3.5b of potential claims by creditors,

Administrators’ Three-Point Plan

Shortly after our appointment, we developed a three-point plan for the Ansett Group.
This involved:

Stabilising the various Ansett businesses. We needed to determine whether it
was possible to minimise the cost of trading and restart the business to protect
the assets during administration. '

Developing the Ansett Solution. We needed to devise a response that kept the
Ansett businesses going while maximising the returns to creditors.

Performing the required investigations.

Most activity has focused so far on the first two points and only preliminary
comments can be made on the investigations.

It should be noted that there was overwhelming support for Ansett from
stakeholders, underlining the enormous goodwill of the Ansett brand. This was a
key part of recommencing Ansett’s operations as we needed to hamess this
goodwill quickly to provide the best solution.

Flying for Australi.
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1.7 Stabilising the Business

It quickly became clear that the two imperatives in stabilising the Ansett business
were recommencing operations and separating Ansett from Air New Zealand.

A settiement was also reached with Air New Zealand in relation to a variety of
claims, including the Letter of Comfort given to certain companies in the Ansett
Group. This avoided the need for lengthy litigation that might also have forced Air
New Zealand into insolvency and resulted in no retum to Ansett. .

Under the settlement, an amount of $150m was paid to Ansett with Air New Zealand
also agreeing not to claim in the administration for further claimed debts of $160m.
After paying the $150m, that total claim would have been $310m. The settlement
was approved by the Federal Court of Australia on 12 October 2001.

Part of the reason for the Air New Zealand setiement was to provide Ansett a cash
injection to enable Ansett Kick-Start to continue and fund the substantial asset
protection costs related to domestic airport terminal leases and the equity in some of
the aircraft floet.

“Ansett Kick-Start” was the project to recommence flights for Ansett’s mainline and
regional airlines. Operations recommenced on 28 September 2001.

1.8 Developing the Ansett Solution

It was important to numeraus other businesses within the Ansett Group that the
mainline airline was sold as a going concern. '

Four parties emerged who may have been interested in acquiring the mainline
airline as a going concern - Tesna, ANstaff, Singapore Airlines and Lang.

Offers for the mainline airfine were received from Tesna and ANstaff. The ANstaff
bid was withdrawn because of a lack of finance. Lang expressed interest in
acquiring terminals and aviation assets. '

On 8 November 2001, Tesna and the Administrators agreed on a conditional sale of
the mainling airline assets for $514m, being $270m cash and the assumption of
employee liabilities of up to $244m, with a completion date of 31 January 2002,
Tesna has also agreed to take possession of 28 new Alrbuses.

The $514m, plus Tesna's financing of 29 new Airbuses, the leasing of 16 Alrbuses,
the assumption of the liabilities of employees, landiords and other lessors means the
total value of the deal exceeds $3b. The entire transaction is extremely complex; it
has required significant of work and will require much more work to complete by
31 January 2002.

ANDERSEN
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1.9 Estimated Returns to Creditors

If creditors do not approve the sale to Tesna, priority entitiements may not be paid in
full and there will be no funds available for ordinary unsecured creditors.

If the sale to Tesna is approved, terminated employees should receive all of their
entitlements in full with transferring employees being reliant on Tesna for their
entitiements. A dividend to unsecured creditors of up to 5§ cents in the dollar is
possible. There is a chance it could be higher depending on the result of asset
realisations and the eventual value of creditors. The dividend 1o unsecured creditors
has been estimated on a consclidated basis.

Investigations into the affairs of the Ansett Group are continuing. A
recommendation based on these investigations regarding “pooling” of assets and
liabilities within the various Ansett companies will be prepared for a further meeting
“ within 60 days of the 29 January 2002 meeting,

Employees made redundant are likely to receive their full entitements during 2002.
Unsecured creditors are likely to receive an initial dividend in 2003 with a further
payment in 2004.

1.10 Opinions by Administrators

In the Administrators' opinion, the interests of creditors are best served by approving
the sale of the mainline airiine business to Tesna because it:

» Provides the best possible return o creditors from a realisation of the mainline
airline business.

e Maximises the chances of Ansett continuing and results in potentially better
returns to creditors than the alternative of winding up.

e Maximises the chances of a large number of employees maintaining
employment, thereby avoiding significant redundancy costs. This applies to the
mainline airling, the regional aidines and the engineering business. '

the engineering businesses, continuing to trade with a view to their eventual

¢ Increases the chances of other Ansett businesses, including regional airlines and
“ sale.

e Reduces unsecured creditors through assigning various aircraft finance and
operating leases.

We recommend that creditors approve the sale to Tesna and adjdum the further
meeting for a period of up to 60 days to enable the preparation of further reports on '
the proposed DOCA for a decision by creditors.

ANDERSEN
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2. Appointment of Administrators

21 Object of Administration

Section 435A of the Act states that the object of administration legislation is to
provide for the business, property and affairs of an insolvent company to be.
administered in a way that:

¢ Maximises the chances of the company, or as much as possible of its
business, continuing In existence.

s If it is not possible for the company or its business to continue in
existence, results In a better return for the company’'s creditors and
members than would result from an immediate winding up of the company.

The Ansett Group is very large and complex. The daily operational demands of the
Ansett Group mean that our investigations have not been finalised.

Woe have prepared this report using the information available at the time of writing.
In many instances, our views and opinions are preliminary and require further
investigation. This is largely due to the size and complexity of the Ansett Group.
We resarve the right to alter any conclusions reached, on the basis of any changed
or additional information which may become available. Further reports will be
prepared to keep creditors informed.

We stress that this report is not exhaustive. It is a general summary and should be
treated as such.

2.2 Appointment of Adminlstrators

The boards of directors of various Ansett companies passed resolutions on 12 and
14 September 2001 that various companies within the Ansett Group were insolvent
or likely to become insolvent. By further resolution, the boards of directors
appoicted  Messrs Greg  Hall, AlanWatson and  PeterHedge  of
PricewaterhouseCoopers as the Initial Administrators of the various companies.

We were appointed by the Court as Administrators of the Ansett Group companies
on 17 September 2001. Michael Humphris of Sims Lockwood was appointed as
Administrator of the Hazelton Group at that ime. These appointments took effect
upon the resignation of the Initial Administrators on 17 September 2001.

We also obtained leave of the Court to be appointed Administrators of AANZES on
3 October 2001.

Appendix 1 is a list of the companies within the Ansett Group of which we are the
Administrators, with the relevant appointment dates.

*®
ANDERSEN
Page 6 '
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2.3 Prior Involvement with the Ansett Group Companies -

Before our appolntment, neither we, nor Andersen, had any conflict of interest with
the companies over which we were appointed that would preclude us from acting as
Administrators of those companies.

24 Communication with Stakeholders

Woe established web sites early in the administration to post documents relating to
major issues in the  administration. These web sites are

hitp://www.ansett.com.au/administrator and htto:/Aww.abl.com.au/administrator.
Hotlines were established to take calls from creditors and others.
I Regular media briefings were held to keep creditors informed.

The volume of enquiries has sometimes made it difficult to respond to all queries in
the time frame expected. We did aur best to respond as quickly as possible and
apologise to person who does not believe they received prompt attention.

. | P

ANDERSEN
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3. Background

3.1 History of the Ansett Group

Ansett was founded by Sir Reginald Myles Ansett and operated its first air service in
February 1936, flying a single-engine, open cockpit, six-seater Fokker Universal
from Hamilton in western Victoria to Essendon Airport in Melbourne. This was the
beginning of a regular weekday service.

In 1937, Ansett moved its base and flying school to Essendon Airport and launched
new services to Broken Hill, Sydney, and from Sydney to Adelaide with fuelling
stops in Mildura and Narrandera. After World War I, Ansett expanded it routes and

acquired Australian National Airways in 1957.
Over B0 years, Ansett became an Australian icon, rapidly expanding to include the

first development of holiday resorts in the Whitsundays in 1947, the introduction of
flying boat services in Queensland in 1053 and the first airport-to-city helicopter
service in Melbourne in 1960. In 1984, Ansett introduced the first jet airliner, the
Boeing 727, to Australian service and in the same year achieved the status of
Australia’s largest domestic airline. '

By 1967, Ansett had established operations in New South Wales, South Australia,
Western Australia, the Northem Territory, Papua New Guinea and Lord Howe
island. Ansett moved its operations to Tullamarine Airport in 1972, )

In 1979, the Ansett Group was taken over by TNT and News Limited, with
Sir Reginald Ansett remaining Chairman until his death in 1981. In 1883 Anseit
began using Boeing 767 aircraft, with a capacity of 211 passengers,

Ansett changed Its name to Ansett Australia just before deregulation of the domestic
alrline industry on 31 October 1990. It then expanded internationally with its first
flight to Baii in 1293, In late 1996, Air New Zealand purchased TNT's 50 per cent
' stake in Ansett and in June 2000, it purchased News Limited's remaining
50 per cent share. Consequently, Air New Zealand had full ownership of Ansett and
its subsidiaries In June 2000.

Ansett was the first Australian airline to introduce features such as e-ticket and
e-check in, the Golden Wing Lounge and the frequent fiyer program, Global
Rewards.

In 1999, Anseit became a full member of Star Alliance. Star Alliance is the world's
largest airine network, with connecting services through its 15 member airlines to
894 destinations in 129 countries. The Star Allance agresments provide far
members of each airline’s own frequent fiyer scheme to redeem points with other
Star Alliance member airiines.

ANDERSEN
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The Ansett Group was vital to regional and rural areas, serving remote mining
communities and distant towns in far Western Queensland and Western Australia
through its regional airline subsidiaries, Kendell, Hazelton, Skywest and
Aeropelican. ' '

In Western Australia, the Northemn Territory, New South Wales and Queensland,
Ansett had 111 intrastate destinations. Ansett's commitment to regional Australia
was illustrated by its sponsorship of community and sporting events and showcasing
of local produce such as regional wines. '

Ansett was the official airline of the 2000 Sydney Clympics, the Australiah .Cricket
Board and the Australian Rugby League, and sponsored the Australian Football
League.

Before 12 September 2001 the Ansett Group:
. Employ_ed more than 15,000 people.

» Had a total payroll and payroll related costs for the year ended 30 June 2001
was approximately $1.2b.

« Served more than 130 domestic destinations and made about 900 flights across
the Australian network daily.

s Served four overseas _destinations_: Japan, Indonesia, Hong Kong and Fiji.

e Had 133 aircraft in its fleet. In the 2000 financial year, Ansett carried more than
14 million passengers.

o Was a major participant in the air freight and cargo industry, canying' 111,147
tonnes of cargo in 2001,

+ Generated revenue of apprbxir_nately $3.2b and a net loss after tax was $378m
For the year ended 30 June 2001, The loss before tax, but including abnormals,
was $610m. : o

Appendix 2 is a detailed chronoldgy of the history of the Ansett Group.

Ownership Structure

The entire Ansett group consists of about 80 separate legal entities, many of which
are incorporated and operate overseas.” We have been appointed to 41 of the
companies In the Ansett Group.

Appendix 3 is a diagram outlining the Ansett group structure including those
companies which are not based in Australia andfor are not in administration. '
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3.3 Management of the Ansett Group

Appendix 4 gives details of former and current directors of each of the Anseft Group
companies. All of the Directors of the *holding’ companies in the Ansett Group were
at all relevant times also directors of Air New Zealand Limited, the holding company
in the Air New Zealand Group.

Afier the Air New Zealand Group acquired 100 per cent ownership of the Ansett
Group in June 2000, a new trans-Tasman, Australasian executive structure was
announced. Many of the senior financial executives for the Ansett Group were
employed by Air New Zealand, but had responsiblity for the combined
Ansett/Air New Zealand Group.

As part of the trans-Tasman executive structure, key aspects of the Ansett business
were consolidated into Air New Zealand. These included:

o The treasury function. All financing arrangements for Ansett, including aircraft
leasing and financial market transactions, were assumed by a central treasury
function and supporting documentation was transferred to New Zealand. The Alr
New Zealand treasury function also assumed the accounting function for a
number of "treasury” companies and related books and records were transferred
to Auckland.

» Various parts of the Ansett management information system.

« A significant number of secondments between Alr New Zealand and Ansett of
key managers. The majority of these secondees returned to New Zealand after
the appointment of the Initial Administrators.

3.4 Major Businesses

The maijor businesses within the Ansett Group are as follows.

e

s Mainline Aitling Ansett Australla | Aidine flying betwean mainly capital city trunk routes 7,349
*  Anselt Intemationat Ansett International altline flying o selected Asia parts 458
international :

s Australian Concession | Anseft Australia | Hospitality services 246

Management
»  Enginearing Anselt Australia | Line maintenance and haavy englneerihg of aircraft 1,848

: fleet

» Engine Overhaul . Ansett Australia | Maintenance ang overhaul of aircraft engines 226
»  Skywsest Skywest Regional airline (Westem Australia) 148

- : T

¢ P
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S

» Kendell Kendell Regional airiine (Victoria, Tasmania, South Australia) 921

»  Asropslican Aeropelican Reglonal Airline (Newcastie-Sydney) 46
+»  Show Group Show Group Logistics manager, travel agency and frelght 158
: forwarder to the film, sports, art and entertalnment
_ industries worldwide.
+ Traveland Traveland One of Australia’s largest leisure travel operators 720
+ Flight Simulators Ansett Australia | Hire out flight simulators to both internal and external 35
& N
s Call Centres Ansett Australla | Call centres (7) to manage bookings for Mainline and 2,103
regional alrlines
s Third Party Ground Anseft Australla | Handling of cargo at alrports on behalf of domestic 238
Handiing : and international customers
+ Cargo Ansett Australia | Handling of cargo for domestic and international 501
' customers

3.5 Historical Trading Resulis
Below are the consolidated results for the

AR

Ansett Group for the last five years.

RSk bia L i [y

Total Revenue : 3,335.8 3,505.4 3,511.3 3.437.1 3,186.8
b Operating Profit{Loss) Before Tax 7.7 59.7 1476 120.8 (263.7)
Abnormal ltems ‘ ' {3.4) 225 52.8 | 6.2 {346.2)
Tax Aftributable to Operating Profit (36.7) (49.9) {41 .3] 17.3 231.6
Operating Profit/{Loss) After Tax {324) 323 15941 1444 (378.3)
Outside Equlity Interest in Profit/{Loss) {2.6) . {2.8) {(2.3) - -
Profiti(Loss) After Tax Attrlbutab.le to Ansett (35.0) 29.5 156.8 1444 {378.3)
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The above results are for all Ansett Group companies, irespective of whether they
are located in Australia or overseas and whether they are in administration.

The results up to 30 June 2000 were audited by KPMG. The 30 June 2001 figures
were to be audited by Deloitte Touche Tohmatsu. This audit was not compieted
when the Initial Administrators were appointed.

Historical Batance Sheets

The consolidated balance sheets for the past five years are as foll

it L v, 57

ows!:

G

Flying for Australia.

Current Assets
Cash 302.6 517.0 - 4874 159.2 213
Recelvables 658.4 715.9 503.4 547.6 571.0
Inventories 30.3 40.3 44.6 40.5 176.6
Other . 46.1 62.0 £4.7 634 19.2
Total Current Assots 1,0374 1,335.2 1,100.1 810.7 788.1
Non Current Assets
Receivablas 171.2 1117 56.0 6.3 2686.8
Investments’ 64.5 282 42 143 14.1
Proparty, Plant and Equipment 2,598.8 2,448.8 24071 25183 24249
Deferred Tax Assets 28.2 20.6 43.6 313 3049
Other 8.5 199.6 78.1 143.7 24.4
Total Non Current Assets 2,871.2 2,809.7 2,588.0 27149 3,055.1
Current Liabllitles .
Payables 885.0 1,0124 858.3 791.1 8924
Interest Bearing Liabllities 3or.3 419.1 age.7 4388 4147
Current Tax Liabilities 25 113 212 (17.3) 50.1
Provislons and Other 220.1 221.1 170.8 161.0 187.0
Total Current Liabilities 1,414.9 1,662.9 1,419. 0 1,373.6 1,544.2
Non Current Liabftities
Payables 147.5 163.8 188.1 . 195.9 3359
Interest Bearing Liabilities " 1,3834 1,367.5 946.1 702.1 1,116.4
Deferred Tax Liablities 202.2 2926 3337 2840 286.3
Provisions and Other 130.0 1199 104.8 114.5 _ 65.7
Total Non Current Liabllities 1,953.1 1,943.8 1,572.7 1,306.5 1.804.3
Net Assets 540.6 537.2 6974 845.5 494.7
ANDERSEN
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Contributed Equity 50.0 50.0 625.8 625.8 6258
Ressrves 545.7 §56.2 83.9 93.3 103.3
Retained Eamings/(Losses) (68.1) (184.9) {13.7) 125.0 (235,8)
Intarest in Controlled Entity 130 15.9 1.4 14 14
Total Shareholders Equity 540.6 537.2 697.4 845.5 494.7

The above is the consolidated balance sheet, on a going-concern basis, for all
Ansett Group companies, irrespective of whether they are located in Australia or
overseas and irrespective of whether they are now in administration.

Reports as to Affairs

Section 438B of the Act requires each director of each company in the Ansett Group
to submit a statement within seven days of the commencement of the administration
as to that company’s business, property, affairs and financial circumstances.

Normally this report (‘Report as to Affairs” or “RATA"), is required to advise the
Administrators about the existence and value of the assets and liabilities of the
company and is prepared by the directors based on their review of the books and
records of the company.

The directors were advised that due to cost considerations they were not required to
prepare a RATA, but we reserved the right to request a RATA in future if necessary.

Challenges Faced by Ansett Group

The Ansett Group operated in difficult trading conditions throughout 2000/2001. Its
trading performance was adversely Impacted by various factors including:

» An extremely competitive Australian aviation market.
s Sustained high fuel prices.

s Low exchange rates.

o The high cost structure of the Ansett Group.

+ The age and comple)iity of the Ansett fleet leading to higher maintenance AND
operatlr_lg costs, scheduling complexity and greater operational down time.

e Management issues and work practices.

« Substantial holdings of spare engines, rotables and consumables due to the
diversification of the Ansett fleet. '

o Temporary cessation of operations in Easter 2001.

¢
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4. Administration Strategy

4.1 Initial Administrators

The Initial Administrators decided that it was not possible to continue the operations
of the Ansett Group. They ceased operations of the Ansett businesses at 2am on
Friday, 14 September 2001,

- 4.2 Administrators’ Three-!_’oint Plan

Immediately after our appointment on 17 September 2001, we established a
strategy for the Ansett Group's administration. The strategy, or three-point plan, is

as follows:
d « Stabilise the various Ansett businesses. Determine if it was possible to
resume operations of the various businesses and take steps to minimise the cost
of trading the businesses whilst protecting the assets during administration.

+ Develop “The Ansett Solution”. Develop a solution that kept as much of the
Ansett Group as possible in existence while maximising the returns to
stakeholders.

+ Perform the necessary and appropriate Investigations. So far, the primary
focus has been on the first two points, given the size and complexity of the
Ansett Group administration. Therefore, this First Report will focus on those
points. The investigative work is continuing.

ANDERSEN
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5. Stabilise the Ansett Businesses

At this stage, we would like to acknowledge the assistance and support of a wide
number of stakeholders during the administration of the Ansett Group. In
alphabetical order these include:

s Aircraft owners and lessors.

¢ Airport owners.

¢ All State and Territory Governments.
« CASA. |

+ The Commonwealth Government and Government depariments including the
Department of Employment, Workplace Relations and Small Business, the
Department of Transport and Regional Services and the Offices of the Prime
Minister and Deputy Prime Minister.

s Customers.

+ Employees.

+ The Australian Travel Industry.

¢ The Committees of Creditors.

s The Court,

e Trade suppliers and creditors in general.
« Unions and the ACTU,

without the support that has been shown towards Ansett, the airdine would not have
resumed operations and it would not now have the opportunity of cortinuing in
existence under the Tesna transaction. :

A key part of the business stabilisation strategy was to hamess this goodwill and
maintain the momentum of support for Ansett.

A sale of the Ansett businesses, especially the mainline airline, would be highly
unlikely unless it resumed flight operations quickly.

It was also clear that the operations, records and use of assets by Ansett and Air
New Zealand were interwoven. As a result, recommencing operations and
developing the Ansett Solution would be made even more difficult uniess the Ansett
Group was separated from Air New Zealand, operationally and financially.

The major aspects of stabilising the Ansett businesses therefore became:
s Recommencing operations.

+ Dealing with claims against Air New Zealand and disentangling the operations
from that of Air New Zealand.

ANDERSEN
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51 Recommencing Operations

Once Anseit stopped flying, it lost the confidence of its customer base, key clients,
the public and other key stakeholders. It was imperative that the mainline and
regional airlines resumed flying operations as soon as practicable,

From the time we were appointed, we focused on strategies for starting up Ansett's
operations as soon as possible. This project became known as Ansett Kick-Start.
The expansion of Ansett Kick-Start became possible only because of the cash
injection negotiated from Air New Zealand.

The aim of Ansett Kick-Start was to resume flights of a limited number of aircraft on

the main trunk routes with a low-cost, one-class service to preserve as much as

_ possible the name, reputation and goodwill of “Ansett” and employee commitment.

_ Initially, we sought to achieve this by entering an agreement with Qantas to fly

& Qantas passengers from Anseit terminals using Ansett staff. Agreement could not
be reached with Qantas.

Ansett Kick-Start was initially confined to four Airbus A320 aircraft. This has been
expanded to 10 Airbus A320 aircraft flying on rotation. Two BAe146 aircraft have
been operating under short-term lease and charter contracts as part of Ansett Kick-
Start. Agreement was also reached with the employees to match thelr working
conditions to the business activity within the limited operations.

For public confidence, Commonwealth Government support was provided so that if
a passenger did not fly because of a further stoppage of Ansett's operations, the
Commeonwealth Government would refund the fares. To implement Ansett Kick-
Start as soon as possible, ticket bookings were initially taken only through Ansett
call centres and the Internet. This has now been extended to travel agency
bookings. The task of resuming flights presented many complex and difficult issues.
These included:

¢ Regulatory approvals. -
« Agreements with domestic airport operators, aircraft lessors and associated

service providers,
& « Insurance arrangements (particularly after 11 September 2001).
¢ Scheduling of aircraft and staff. _
« Agreements with employees and unions to alter the existing EBAs.
+ Aircraft maintenance arrangements with lessors and financiers of aircraft.
¢ Negotiation of supply arrangements.
« Establishment of a finance function,
« Financing costs of operations.
¢ Establishing a number of interline arrangements.

®
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All of these issues were addressed and flights resumed as follows:
P ~ T 3 Fr

nﬁfﬁfﬂ QIIMme b d it e e L s el IR
. 29 September 2001 A Melboume — Sydney
. 8 October 2001 O Msthoumne — Perth
: O Sydnoy—Perth
_ O Sydney - Brishane
. 1 November 2001 B Melbouma - Adefaide
O  Sydney - Adelside
o Melboume - Hobart
O Brisbane — Hobart
O Sydney—Hobart
. 2 November 2001 a Adelaide — Perth
. 7 November 2001 2 Melboume - Brishane

It is intended that flights will continue on these routes until the expected completion
of the sale of the mainline airine to Tesna. :

Ansett’s frequent flyer program, Global Rewards, and access to Goiden Wing
lounges were suspended when the Initial Administrators were appointed. The
Golden Wing lounges were reopened on 26 October 2001. The Global Rewards
program remains suspended.

Ansett Kick-Start was budgeted to incur a trading loss. We believe the budgeted
trading losses are justified for the following reasons: _

s The objects of Part 5.3A of the Act (under which we were appeinted
Administrators) are to maximise the chances of the Ansett business remaining in
existence but if this is not possible, to maximise the retum to creditors on a sale -
of the business assets. Ansett Kick-Start meets the objects of Part 5.3A.

« The value of the name, reputation and goodwill of Ansett are preserved.

e It would be exiremely difficult to sell the mainline and regional airlines if they
were hot operational. :

« |f the Ansett aviation assets {ie, aircraft and airport terminal leases) are sold on a
"liquidation basis", their realisable value diminishes significantly and by an
amount far greater than the budgeted trading losses, :

« The operation and sale of the mainline airline enhanced the ability to sell other
Ansett businesses such as Engineering and the regional airlines.

» Selling the airline in an operational state would avoid the need to terminate a
large number of employees. This would reduce redundancy costs by more than
$200m. -

ANDERSEN
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« The costs incurred in maintaining the Ansett assets irrespective of whether the
airline is trading (that is, the fixed costs) are substantial and would be incurred
anyway. For example:

a The costs of the licences and IT system is approximately $5m per month
(reduced from the approximately $20m per month for the combined Group
before the appointment of the Initial Administrators). Both the mainline and
regional airiines cannot operate or be liguidated without these 1T systems.

o The equity in certain leased aviation and terminal assets must be preserved
by making payments when they fali due.

a The fixed costs relating to the Ansett maintenance facilities are significant.
These fixed costs are being incurred irrespective of Ansett Kick-Start.

Resumption of operations has provided an opportunity for the Ansett Solution to be
developed that should see a reconstituted Ansett commence operations.

52 Memorandum of Undetstanding with Air New Zealand
521 Background to Memorandurn of Understanding

As detailed above, Air New Zealand is the holding company of the Ansett
Group. From an operational perspective, the businesses of the Ansett and Air
New Zealand groups were significantly entwined.

On 8 August 2001, Air New Zealand wrote to three Ansett companies
confirming its policy to take such steps as are necessary to ensure that its
wholly owned subsidiaries could meet their debts as they fall due.

The Jetter also provided that Air New Zealand would make available, on
request in writing from time to time, advances for the sole purpose of enabling
the three Ansett companies to pay working capital liabilities incurred on
property or services purchased or sold in the “ordinary course” of business.
The letter contained conditions, including that the maximum aggregate
amount of all such advances shall not exceed $400m. This letter is
’ commonly referred to as the “Letter of Comfort”.

5.2.2 Preliminary Actions by Administrators

The Initial Administrators had instructed solicitors to make demand upon Air
New Zealand to make further advances of the balance of $400m under the
Letter of Comfort. The amount demanded was $380m (Air New Zealand had
pald $20m to the Initial Administrators for wages) falling which the Initial
Administrators intended to commence legal proceedings against Air New
Zealand. -

3 >
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Before deciding whether {0 pursue a litigation strategy against Air New
Zealand, we made enquiries about the general financial position of Air New
7ealand. Based on those enguiries, the rapidly deteriorating share price of
Air New Zealand shares following the write-off of its investment in Ansett
Group (NZD $1.2b) and a need to disentangle the affairs of Ansett and Air
New Zealand, we decided it may be counter-productive to issue legal
proceedings seeking hundreds of millions of dollars from Air New Zealand.

We were concerned that litigation may lead to Air New Zealand being placed
into an Insolvency administration under New Zealand law known as statutory
management, thereby removing any prospect of a cash settlement from Air
New Zealand to Ansett. As Alr New Zealand's survival was likely to be based
on a recapitalisation from either existing or new shareholders, we formed the
preliminary view that Air New Zealand could only survive if it could
"disentangle” itself from Ansett quickly. Further, any settliement funds were
iikely to be sourced from the recapitalisation. '

Ansett Kick-Start also needed cash to begin operations to provide the
opportunity to develop the longer-term strategy.

in the circumstances, we concluded that if we could negotiate a prompt
commercial settlement of the Ansett Group claims against Air New Zealand,
Ansett had the best chance of receiving cash for its claims and remaining in
existence. OF if it could not remain in existence, we would maximise the
return to creditors. '

Legal Issues Considered

Given the need for a quick setlement of any claims, we requested our
solicitors, Amoid Bloch Leibler, to identify the broad types of theoretical claims
that the Ansett Group may have against Air New Zealand or its directors.
These theoretical claims included:

e The Ansett Group had claims against Air New Zealand arising out of the
Letter of Comfort,

o The Directors of Ansett (who were at all relevant times also directors of Air
New Zealand) may theoretically have breached their duties to the Ansett
Group sither for:

o Failing to exerclse the requisité degree of care and diligence (Section
180 of the Act). '

o Failing to act in good faith In the best interests of the Ansett Group and
for a proper purpose (Section 181 of the Act).

o Having acted negligently or reckiessly.

« Because the Ansett Group was managed out of New Zealand by Air New

Zealand, Air New Zealand itself may be deemed to be a director of the
Ansett Group using the extended dsfinition of a director in Section 8 of the
Act, :

@ANDERSEN
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o The directors may have breached the provisions of the Trade Praclices
Act 1974 (Commonwealth) concerning misleading and deceptive conduct.

« If the Ansett Group is placed into liquidation, other dlaims may arise
against directors for insolvent trading (Section 588G of the Act) or against
Air New Zealand as the Ansett Group's uttimate holding company (Section
588V of the Act).

Amold Bloch Leibler advised that untii ali of our investigations into the
business, property and financial circumstances of the Ansett Group were
completed, It was not possible to obtain detailed advice in relation to the
theoretical claims referred to above, apart from claims arising out of the Letter
of Comfort.

Negotiations with Air New Zealand

Shortly after our appointment we contacted the Acting Chairman of Air New
Zealand to arrange a meeting to discuss a number of pressing issues. That
meeting occurred on Sunday, 23 September 2001. The issues discussed
included:

« Background to Air New Zealand’s position.

» Ansett management support,

« Identification and realisation of assets held by both parties.
. P}eferred alliance between airlines. |

o Use of systems and delivery of records.

s Letter of Comfort,

During the meeting, we were told by the Alr New Zealand representatives that
the following were statements of fact:

o The Ansett Group had been incurring EBIT losses at a rate of $1.3m per
day before administration.

« The Ansett Group had jeopardised the ongoing financial security and
viability of Air New Zealand.

« Air New Zealand could not survive without a capital injection, and it could
not expect any capital injection unless it resolved its position with Ansett.

e The New Zealand Government may consider, if satisfied with a business
plan, lending money to Air New Zealand as & lender of last resort.

e Unless Air New Zealand could make significant progress to settle its
disputes with Ansett that day, the directors of Air New Zealand would
apply to the New Zealand Government to appoint a statutory manager.

If Air New Zealand was placed into statutory management, Ansett would
recover very little, if any, money from Air New Zealand arising out of the Letter
of Comfort claims.

i

ANDERSEN
Page 20

Flying for Austrafia.




ANSETT GROUP (ADMINISTRATORS APPOINTED)
FIRST REPORT BY ADMINISTRATORS

It was indicated to us that the Letter of Comfort was not intended to and could
never be treated as a "letter of credit” with a $400m limit. Further, Air New
Zealand maintained they should be treated as having paid, or credited as

PRt 2

after the Inltial

« Wages paid by Alr New Zesland to Ansett steft
Administrators’ appointment

¢  Payments arising out of an Alr New Zealand guarantee of an Ansett 4
A320 Alrbus tax liabllity '
«  Amount payable under put option, Ansett International 33
& » Balance of the Ansett/Air New Zealand loan and trading account 91
Total 160

Air New Zealand claimed that the maximum amount of its exposure arising
out of the Letter of Comfort was therefore $240m. We disputed this claim.

The Acting Chairman at all times denied that the Air New Zealand directors
had ever acted;

« Other than with a reasonable degree of care and diligence.
« Dishonestly.
+ Recklessly.

The Acting Chairman also said that he and his board would fully co-operate
with any investigations by ASIC or the Administrators.

After an intense negotiation we agreed to accept a settlement sum of $150m
from Alr New Zealand. '

b 525 Outline of the Memorandumn of Understanding

The terms of the agreement with Air New Zealand were reflected in a
“Memorandum of Understanding”. The principal terms of the Memorandum of
Understanding are summarised as follows:

o Air New Zealand agreed to procure the New Zealand. Government to
immediately pay, on behalf of the Air New Zealand Group, to Ansett
$150m net of all New Zealand taxes, in a way that the payment would not
have to be disgorged should the Alr New Zealand Group go into
liquidation or a similar insolvency regime. '

e Air New Zealand and its Directors would not seek the repayment of the
$32m advanced to Ansett during the administration period for the purpose
of paying wages to Ansett staff ($20m was advanced to the Initial
Administrators and $12m advanced to us).

ANDERSEN
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o Air New Zealand and its Directors would not prove in the administration or
any subsequent liquidation of the Ansett Group and would waive all
entitlements to be repald funds advanced, outstanding trade debts or any
other money owed to it by the Ansett Group currently estimated to be
$152m.

e Air New Zealand and the Directors would also release the Ansett Group,
the Administrators and the Hazelton Administrator from all claims
whatsoever (other than in relation to the return of aircraft assets and
documents belonging to Alr New Zealand). '

* The Memorandum of Understanding does not affect any current or future
investigations or legal claims against Air New Zealand or its Directors by
ASIC.

& o In return for the matters outlined above, we as the Administrators of the

Ansett Group, and the Hazelton Administrator, conditionally released the
Air New Zealand Group, the Air New Zealand Group Directors and the
Ansett Group Directors from 'claims and demands arising out of and/or
relating directly or indirectly to™

o The management or affairs of the Ansett Group.

o Any claims arising at common law, equity or statute including but not
_ limited to the Act and the Trade Practices Act.

Any claims arising In the administration of the Ansett Group.

Any transactions or dealings between any company in the Ansett
Group and any company in the Air New Zealand Group

n all cases, whether we or not any company in the Ansett Group are
presently aware of the existence of such action, claim or demand.

However, the releases do not cover;

o Failure by Air New Zealand or the Directors to exercise their powers
and discharge their duties in good faith in the best interests of the

b Ansett Group and for a proper purpose (within the meaning of Section
181 of the Act) or reckless conduct or improper use of position.

o The return of aircraft assets and documents belonging to the Ansett
Group.

Moreover, as a result of the warranties given by the Directors, if we have
been misled about say, the financial position of Air New Zealand, the
conditional release bacomes inoperative.

The releases also will not prevent Ansett from bringing any action against
professional advisers to the Ansett Group.
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+ The Memorandum of Understanding was conditional upon:

O The Court approving the terms of the Memorandum of Understanding
or making Orders or Directions to the same effect on or before 12
October 2001 or such other date as all the parties agree.

a The consent or non-opposition of the Committee of Creditors being
obtained.on or before 5 October 2001.

« We are required to use our best endeavours to ensure that the priority
creditors are paid all their entitlements in full and to take all reasonable
steps to propose and recommend a DOCA where the assets and liabilities
of the Ansett Group companies are ‘pooled’ for the purposes of
determining any return to the creditors of Ansett.

« We were concerned about compromising, in a limited way, claims agalnst
the directors of the Air New Zealand Group and the Ansett Group without
any investigation. However, the rights and powers of ASIC are unaffected
and the Directors were required to give broad warranties which, if breached,
makes the conditional releases inoperative.

526 Approval of the Memarandum of Understanding

Between 24 September 2001 and 2 October 2001, we began informing key
stakeholders, including the Commonwealth Government and the priority
creditors, of the proposed terms of the Memorandum of Understanding.

An urgent meeting of the Commitiees of Creditors was convened on
3 October 2001 to explain the Memorandum of Understanding and confirm
that the Committees of Creditors did not object to the execution of the
Memorandum of Understanding. A resoclution was passed to that effect.

The Memorandum of Understanding was then signed on 6 Cctober 2001 and

the approval of the Court obtained on 12 October 2001 after national
advertising to advise all creditors about the application having being made to
the Court. The $150m setilement was received from the New Zealand

& | Government on 18 October 2001.

527 Benefits of the Memorandum of Understanding
The primary benefits of the Air New Zealand settlement were:

e If Air New Zealand was placed into an insolvency administration, the
Ansett Group most likely would not have received any retum on its claim.
This was the overriding commercial advantage of the Memorandum of
Understanding.

o It ensured the recovery of significant funds without recourse to lengthy,
costly and uncertain litigation. The settlement is understood to be the
largest cash settlement in an insolvency matter in Australian history.
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e The immediate injection provided funding for Ansett Kick-Start, trading
losses and asset protection costs and assisted in the creation of the
Ansett Solution, '

« Without the cash injection, the Ansett Solution may not have had the
opportunity of being fully developed. A “fire sale” of the assets in the
Ansett Group may have resulted due to funding constraints that would
have arisen without the proceeds of the Air New Zealand settiement.

e The Ansett Solution may provide employment for up to 4,000 of the
present mainline airling employees. This continued employment will
reduce priority payments to employees and create a greater window of
opportunity for ordinary unsecured creditors,

e By enabling Ansett Kick-Start to recommence operations, it has also
maximised the possibility of the regional airiines being sold as a going
concern.

e The Directors' releases are conditional upon the accuracy of statements
about their conduct,

e The payment by Air New Zealand of $32m would ordinarily rank as a
priority repayment but for the Memorandum of Understanding not to
prove.

e The reduction of Air New Zealand’s rights to prove in the administration or
fiquidation of the Ansett Group increases the amount of any dividend for
unsecured creditors. The claim not made would be approximately $310m.

« Ongoing cooperation with Air New Zealand will assist the operations and
sale process and allow for further secondment of management.

e ASICs r_ights are unaffected.

Under the Memorandum of Understanding, both parties are to return assets in
the possession of the other, Therefore, considerable investigation is required on

_ this issue. Aircraft, aircraft engines, parts and IT equipment have passed
& between Ansett and Air New Zealand under the Memorandum of Understanding.

Therefore, when balancing all of the advantages and disadvantages, and
having regard to the objects of Part 5.3A of the Act, namely to try to keep
Ansett’s business in existence if It is at all possible to do so, or if not, to
maximise the return to creditors, it was in the Interests of all Ansett
stakeholders for settlement to proceed and was the best commercial
outcome for credltors.

53 Actions Undertaken by Administrators

A significant number of issues have to be addressed on a continual basis in the
operation of each of the Ansett Group businesses. Some of the issues addressed
aker our appointment are as follows:

*
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5.3.1 Overall Ansst! Group
General issues dealt with in the majority of the Ansett Group businesses:
¢ A stocktake of assets.

o Preparation of forecasts under various operational models to determine
the extent to which operations could resume.

« A valuation and assessment of significant freehold and leasehold sites,
aircraft fleet, office equipment and plant and equipment.

o Establishment of a financial reporting system.
« Establishment of new banking procedures, facilities and procedures.

« Liaison with key creditor groups such as financiers, trade creditors,
landlords, suppliers and unionsfemployees to ensure support was
obtained for trading.

& » Regular reporting to the Commenwealth Government.

e Reconciliation and collection of debtors.

o Resolution of claims by various parties claiming liens over assets of the
Ansett Group.

« Consideration of retention of title claims made by suppliers.

o Collation of debt information provided by various creditors of the Ansett
Group. '

e Analysis of claims of Global Rewards members.

In addition to the complexities of the Ansett Group, a significant number of
key Ansett management who were on secondment from Air New Zealand
returned to New Zealand at short notice, This lack of managers increased the
tevel of difficulty and complexity in the administration. .

5.3.2 Mainline Airline .
b General issues associated with the mainline airline are:
o Determining flight schedules and staffing.
 Determining the fleet policy for Ansett Kick-Start.
« Developing and implementing a market plan.
o Streamiining administration functions.
» Re-establishing the ticketing system.
o Establishing IT functionality.
e Reviewing route performance.
o Dealing with day-to-day trading issues.

ANDEREEN

Page 25
Flying for Australia.




ANSETT GROUP (ADMINISTRATORS APPOINTED)
FIRST REPORT BY ADMINISTRATORS

« Negotiating with the Commonwealth Government on the extent of ticket
refunds if Ansett stopped flying.

o Negotiating underwriting agreements for certain routes.
¢ Dealing with IATA.

s Liaising and communicating with unions and employees.
s Re-contacting corporate customers.

o Liaising with travel agencies.

. Negotiating' with Qantas over the agreement to fiy Qantas passengers
using Ansett aircraft and Ansett terminals. For commercial reasons, this
agreement did not proceed. -

& e Dealing with Transpacific, a related party based in the United States of
America which has filed for Chapter 11 Bankruptcy protection.

¢ Negotiating insurance arrangements for Ansett Kick-Start.
» Reporting to, and liaising with, CASA,

« Liaison with regulatory authorities on statutory requirements (such as the
ACCY).

« Negotiating with lessors and financiers of aircraft to be used for Ansett
Kick-Start.

s Dealing with property owners.

» Discussions with Star Alilance,

5.3.3 Regional Aifines (Skywest, Kendell, Aeropelican)
Most issues that were addressed in resuming operations for the mainiine
aifine were also confronted in recommencing operations for the regional

aiflines. An additional issue was negotiating short-term funding from various
State Governments and the Commonwealth Government.

This enabled the regional airlines to recommence operations with the
: " following routes:

T T ey I
e

i i | LR e R L R L R A
»  Skywe Q Perth — Albany O Perth —Laverton

Q Perth — Camarvon a Perth —Leinster
@ Perth — Esperance/Llearmonth | O Perth ~Lecnora
Q Perth —Geraldton O Perth -Monkey Mia .
Q Perth—Kalgoorie O Perth —Newman
0 Perth ~Karratha

% i

\*« .
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Adelalde ~ Broken Hili
Adelaide — Ceduna
Adelaide — Coober Pedy
Adelalde — Kingscote
Adelaide — Mt Gambiler
Adelaide — Olymplc Dam
Adelaide — Port Lincoln
Adelaide — Whyalla
Canbermra - Melboume
Canberra — Sydney
Sydney —Wagga Wagga

¢ Kendell Sydney — Albury

' Melboune — Albuty
Melbocume — Bumnie
Melbourne — Launceston
Melboume -~ Devonport
Malbourna — King Island
Melboune — Merimbula
Melboume ~ Mildura
Melboume — Mt Gambier
Melboume - Portland

Melboume - Wagga Wagga

(o O O w Y v Y i O Wy g

g]loooocpoopoo0cOO]

+  Asropelican Sydney — Belmont

Recommencing the regional operations was very important for reasons simiar
to the mainfine airline. Also, a number of regional and rural communities had
suffered serious hardship when the regional airlines were not operating.

5.3.4 Show Group

The major issues dealt with in the administration of Show Group related to
stabilising the business, recommencing operations and identifying a suitable
purchaser.

5.3.5 Engincering
The Engineering business includes:

» Heavy Maintenance, which covers all major airframe checks, structural
inspections, corrosion control programs, implementation of service
bulletins and airworthiness directives, extended phase checks as well as
modifications and repairs.

« Line Maintenance, which includes light maintenance, air transits. and
associated transit and overnight defects rectification.

« Engine Overhaul, which supports a wide range of engines and their
accessories and components, :

« Components/Avionics, which covers the repair and overhaul of rotables
and repairable consumables through a number of speclal purpose
workshops.

The major issues addressed in the Engineering businesses include:

e Development of a business model detailing the budget profit and loss,
cash flows and projected financial statements for the Engineering division
in anticipation of a sale,

ANDERSEN

Page 27
Flying for Australa.




ANSETT GROUP (ADMINISTRATORS APFOINTED)
FIRST REPORT BY ADMINISTRATORS

+ Formation and supervision of the aircraft recovery team, including liaison
with lessors/financiers as well as assisting with the recovery of aircraft,
engines and components from Air New Zealand.

» Cost analysis of maintenance programs under various operating levels to
help determine the viability of providing maintenance for the next two
years.

¢ Development of idle and scheduled maintenance programs for aircraft and
engines.

« Negotiations with aircraft lessors to conduct and pay for maintenance on
their aircraft and engines.

. Developinent of the strategy to realise surplus spare parts.

& + Development of a protocol relating to the service of aircraft, recovery and
: records retrieval, maintenance and engineering as required and physical
delivery to lessors and/or financiers,

5.3.6 Flight Simulafors

The major issues dealt with in the administration related to stabilising the
business, recommencing operations and identifying a suitable purchaser.

53,7 Call Centres

The Ansett Group previously had seven call centres in Sydney (about
400 staff), Melbourne (275), Brisbane (170), Perth (380), Adelalde (380),
Canberra (120) and Launceston (370).

These call centres received bookings for the Ansett Group including the
mainline and regional airlines. Given the much reduced flying operations, not
all the call centres were reqguired. Considerable work was required to
determine capacity and streamline operations to meet it.

Employees in call centres not required for Ansett Kick-Start operations were -
stood down. We have continued with the Tasmanian and South Australian

call centres.
£.3.8 Third Party Ground Handling
Third party ground handling provides passenger ramp and customer services
to domestic and international airlines at terminals throughott Australia. Third
party ground handling operations csased on 14 September 2001 in ali
locations except for Virgin Blue at Townsville, with employees not required .

being stood down. Some additional ground handiing has continued on an ad
hoe basis for the Defence Force and other charter flights as requested.

Following our appointment on 17 September 2001, we began negotiations
with major ground handling customers to resume passenger handling
services with Ansett so the business could recommence. Despite lengthy
negotiations, none of the major ground handling customers have resumed
services. ' : :
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539 Camgo

The Cargo business relates to cargo handling at various Australian airports
for: :

+ Domestic freight companies. -

« International airlines carrying cargo on flights arriving and departing
Australian airports.

The ovemight/freighter business was shut down by the initial Administrators
and has not recommenced. A more limited “same day” domestic cargo
business has been operating with the Kick-Start business.

The international cargo handling operations ceased on 14 September 2001
following the decision of the Initial Administrators to close the Anselt
business.

We began negotiations with previous major customers in late
September 2001 and international cargo handling operations resumed in early
October 2001 as a result of a number of major customers recommencing
cargo handling services with Ansett. These have continued throughout the
administration.

5.3.10 Traveland

Traveland operated about 104 wholly-owned stores around Australia and
about 250 franchise stores. Traveland formed various partnerships with
leisure travel wholesalers that provided sophisticated and customised product
offerings. It also formed strategic joint ventures with RACV and NRMA by
operating co-branded retail trave! outlets which utilised the strong influence of
the Traveland brand name. Traveland offered a wide range of travel services
including customised holidays, tour packages, airfares, hotels, travel
insurance, car hire and visas. '

Traveland was heavily reliant on Ansett for generating revenue and after the
appointment of the Initial Administrators, there was a considerable reduction
in bookings. The events in the United States of America on 11 September
2001 also seriously impacied the business as Traveland previously derived
65 per cent of its revenue from international business.

Under the Victorian Travel Agents Act, all wholly-owned stores in Victoria had

their travel licences cancelled as a resuit of the appointment of the Initial

Administrators.  After successful negotiations, the Victorian stores were
allowed to trade for a limited time until a suitable business plan could be

developed. '

We received an expression- of interest only from the purchaser. When
presented with the choice of immediately closing the business and
crystallising liabilities and the sale opportunity, we elected, on balance, to sell.

We continued to trade with key suppliers and wholesalers of Traveland to
preserve its business and market share until the business was sold.
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5.3.11 Australian Concession Managemeht

Australian Concession Management managed the food and beverage outlets
at the various domestic terminals. All concession stores except Adelaide
ceased trading the same time as the mainline airine, but all have since

recornmenced operations.
5.3.12 Ansett intemational

Ansett International used three aircratt to fly to selected ports in Asia including
Japan, Indonesia, Hong Kong and Fiji. The aircraft were under operating
leases from Singapore Airlines. Ansett International had offices in Australia,
Hong Kong and Japan. '

Ansett International ceased operations on 14 September 2001. 1t was not
viable to recommence those operations. The majority of the work undertaken
during the administration related to seeking to retain the landing slots at
overseas ports.

54 Reduction of Cost Structure

Our primary concern in the operation of the Ansett businesses was the safety of
customers, employees and any other person who may have been involved in the.
businesses. This remains the case.

The Ansett Group’s overhead structure was intended to manage a business with a

turnover of more than $3b per annum, about 15,000 employees, several hundred
properties and an extremely complex |T system.

The size of the operations of the Ansett businesses during the period of the
administration was a very small proportion of the pre-appointment business.
Therefore, considerable effort was invested minimising costs. This included:

¢ Reducing the number of operationél sites and vacating sites not required.

o A substantial review of the IT system. For example, hefore administration, the '
monthly expenditure for the combined Group T system was approximately
$20m. Shortly after the appointment, this was reduced to approximately $5m per
month.

o Establishing 2 new Intemet-based booking sysiem that was far simpler to
maintain.

¢ Consolidating and streamlining the operations of the various call centres,

e Closure of the Ansett-owned and operated travel stores, resdlting in customers
making bookings only through the Internet and call centres.

+ Using only the A320 fieet for the Ansett Kick-Start operations. Analysis indicated
the operating costs associated with the A320s fleet were lower than Ansett's
Boeing fleet. '
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« Disclaiming any aircraft that were subject to operating leases and were not
expected to be used in the future operations of Ansett. This is discussed further
at Section 5.6 below.

« Disposal of surplus equipment by auction or individual sale to minimise holding -
costs.

« Redundancy program for approximately 8,000+ Ansett Group employees.

5.5 Finance Function

As indicated above, following Air New Zealand's acquisition of 100 per cent
ownership of the Ansett Group, a new trans-Tasman executive structure was
: introduced. Many of the senior financial executives for the combined Ansett Group
“ were employed by Air New Zealand, having responsibility for the combined Ansett
Graup.

As part of the restructure, Air New Zealand consolidated the treasury function for the
combined Air New Zealand / Ansett Group in New Zealand. All financing
arrangements for the Ansett Group, including aircraft leasing and other financial
market transsctions, were assumed by a central treasury function and supporting
documentation was transferred to New Zealand. The Ansett Group treasury
function also assumed the accounting function for a number of "treasury” compantes
and related books and records were transferred to Auckland.

Further, following the stand down of Ansett Group employees, many key employees
required to perform routine accounting tasks to "close the books" were not available.
it is taking considerable time and resources to reconstruct the financial position of
the Ansett Group as at 12 September 2001. This task is continuing.

Also, all transactional banking facilities for the Ansett Group had to be renegotiated
after our appointment.
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5.6 Aircraft Fleet

At the date of appointment, the Ansett Group (excluding Hazelton) controlled a fieet
of 133 aircraft. The fleet was made up a large number of different models of aircraft
summarised below: '

3 .
Boeing B767-200 5 2 2 9
Boelng B737-300 20 4 24
Alrbus A320-200 10 10 20
BAe 146-300 _ 1 11
BAe 146-200 5 2 7
a Fokker {F28-4000 4 ' 4
Fokker F&0 4 4
Sub-total 29 32 21 82
Ansett International  {Boeing B767-300ER 1 1
Boeing B747-400 2 2
Sub-total 0 0 3
Ansett Air Cargo Fokker F27-600 1 1
Boeing B727-200 1 1
BhAe 146QT 2 2
Sub-total 3 0 1 4
Kendall Airlines Saab 340A ) 6 1 1 8
Saab 3408 : 8 8
Falrchild Metro23 7 : 7
Bombadier |CRJ200 12 12
Sub-total 13 13 9 35
& Skywest Fokker |F50 . 5 5
Aeropelican De Havilland {DHC-6 Twin Otter 300} - 4 4
Total . 49 45 as 133

All aircraft were grounded on 14 September 2001 by the Initial Administrators. Those
aircraft not being used in Ansett Kick-Start operations are stored at major airports
around Australia or in engineering facllities in Australia or New Zealand. One A320
was in Canada being serviced at the date of our appointment.
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The mainh issues considered for the aircraft fleet were:

Confirming the ownership and financing structures for the aircraft fleet.

Assessing the impact of the appointment of the Administrators on the various
financing arrangements. :

Determining which aircraft to use in Ansett Kick-Start.

Determining the value of the owned aircraft and aircraft sublect to finance
arrangements.

Determining whether there was any equity In the aircraft subject to finance
amrangements,

Determining the most appropriate method of realising the owned aircraft and
alrcraft subject to finance arrangements where there was expected to be equity
under the financing arrangements. '

Determining the most appropriate method of handing back aircraft subject to
operating leases and the owned aircraft subject to finance arrangements where
there was expected to be a shortfall under the financing arrangements.

These issues are discussed more fully below. In dealing with these issues, we
acknowledge the valuable and continuing support and co-operation of the aircraft
lessors which has allowed us the opportunity to maximise aircraft values for all
stakeholders and resume Anselt’'s operations.

5.6.1 Confiring Ownership

There was significant uncertainty immediately after our appointment about the
number of aircraft that were owned, owned but financed and not owned but
subject to operating leases. Considerable investigation was therefore required
to confimm the ownership and financing of the aircraft fleet. A substantial
amount of the documentation was held by Air New Zealand, which assisted in
the process. ' :

56.2 impact of Administration

The appointment of the Initial Administrators triggered a number of provisions
of the Act that affect the owner or lessor of property used, occupied or in the
possession of a company in administration.

By 26 September 2001, we had issued notices to lessors, owners and
financiers of 52 aircraft that we did not intend to use those aircraft. A further
notice was sent 1o one financier shortly afterwards. As outlined at Section 5.6.7
below, a program is under way for the return of the aircraft subject to these
notices. We have also entered new arrangements for two of those leased
aircraft that were required for the resumed Kendell operations.

56.3 Determining Aircraft to Use in Anset! Kick-Start Operations

Flying for Austrelia,

Aircraft used in Ansett Kick-Start were selected based on maintenance history,
efficiency of aircraft and suitability to scheduled services.
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The aircraft currently in use are:

Mainling airline : 2 13 6 21
Kendell 6 2 6 14
Skywest . 5 5
Aeropelican 4 4
Total 32 15 17 44

All other aircraft are the subject of re-delivery negotiations with lessors, or
being marketed for sale. '

Valuation of the Aircraft Fleot

Shorlly after appointment, we sought a valuation of aircraft assets.
International Bureau of Aviation (“IBA") were appointed surveyors and valuers.
IBA inspected all Ansett aircraft located In Australia and overseas. Thess
valuations were received in mid-November 2001,

The effect on the global aviation industry of the terrorist aftacks on 11
September 2001, together with various airline collapses, has made valuation of
aircraft-assets problematic. The enquiry rates for aircraft listed for sale are
extremely low globally, with numerous airlines “stockpiling” aircraft until
demand returns. It is not commercially prudent to provide further details.

Determining Equity in Owned Aircraft Subject fo Finance Arrangements
The aircraft subject to financing arrangements fall into two categories:
« those in which the Ansett Group has a clear and definable equity interest.

¢ those in which the debt exceeds the likely realisations that may be achieved -
upon sale, and thus Ansett has no potential equity in these assets,

Based on the valuations obtained from IBA, the amount outstanding under the
various finance arrangements and estimated ongoing interest and charges, the
Ansett Group may have significant equity in financed aircraft. It is therefore
imperative that the equity in the aircraft be protected through deveioping
realistic and achievable realisation/hand-back procedures in co-operation with
the aircraft lessors.

Realisation Program
Those aircraft that are owned, or encumbered by financing arrangements

where there is potential equity to be realised from the sale of the aircraft, are
undergoing an orderly offering to the market.
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To manage this process, we have retained the services of the Ansett Fleet
Trading team, and made arrangements with the Engineering Division for a
dedicated staff of records and engineering personnel to assist. Regulatory and
safety requirements in the aviation industry in Australia and overseas are very
stringent about the standard of records required to be delivered to a lessor
taking repossession or a new owner buying an aircraft from Ansett.

This makes it necessary to provide a professionally qualified and experienced
team to assist all lessors, owners and financiers in an orderly transition of
operational control from Ansett to the next owner or operator. The cost of this
process (apart from specific aircraft mentioned at Section 5.6.7 below) is a
trading cost of realisation of assets.

Some aircraft assets are likely to be sold with the regional airlines. Some
aircraft have already been publicly listed for sale on the worldwide market and
negotiations with potential purchasers are under way.

In the case of those individual aircraft in which Ansett has an equity interest,
the Administrators' staff and the Ansett fleet trading team have entered into, or
are still negotiating, co-marketing arrangements with the financiers. In these
cases, Ansett will help directly market the alircraft in conjunction with the
financiers’ appointed agents and continue to secure, insure and maintain the
aircraft, in order to ensure maximum realisations from the aircraft. in some
cases, extensive engineering work may be required on individual aircraft to
bring them to saleable condition,

Again, we and the respective financiers are approaching such matters on a
co-operative and orderly basis, subject to availability of funding and
engineering facflities.

567 Hand-Back Frogram

In the case of those aircraft where Ansett has no equity interest, we are
working co-operatively with the financiers by providing basic services. The -
financiers have been requested to relmburse Ansett for costs incurred in order
_ to ensure that Ansett does not bear the substantial costs involved for assets
which will not realise any proceeds for Ansett's creditors.

Because of the legislative framework, a substantial amount of time has been
spent on the orderly re-delivery of leased aircraft to lessors since 26 September
2001. Thirteen {13) of Ansett's leased aircraft have been returned to lessors to
date with a further three (3) well into the process of re-delivery. One of
Kendell's leased aircraft has also been redslivered. Negotiations are continuing
to redeliver the other aircraft to the lessors.

568 Spare Parls, Consumables and Rotables

Ansett has more than 10 million items of spare parts, consumables and
rotables. A process is currently underway to identify and realise surplus items.
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5.7 Freehold and Leasehold Assets

The other major assets of the Ansett Group are the various freehold and leasehold
property interests.

5.7.1 Frechold Property
The freehold properties owned by the Ansett Group are:

e g e

« 501 Swanston Street, Melboums, Victoria +« B Miles Street, Mt Isa, Quesnsland

s 489 Swanston Street, Melboume, Victoria - 117-121 Doughan St, Mt Isa, Gusensland
» 465 Swanston Stréet. Melboumne, Victoria » 4 Batas Ave, Newman, WA
‘ . * 20-32 Franklin Street, Melboume, Victorla ‘s 20 Ethel Creek St, Newman, WA
« Garden Drive, Tullamarine, Victoria « Lot 305 Samson Ave, Paraburdoo, WA
* 177 Morgan Strest, Wagga Wagga, NSW + Lot 400 De Coursey Ave, Paraburdoo, WA

+ Belmont Airport, Newcastie, NSW

These properties are being sold.
87.2 Leasshold Froperty
The major Ansett leasehold properties are as follows:

Alice Springs Domestic Terminal, Alice Springs,
NT

s Melbourne Domestic Terminal, Tullamarine, .
Victorla

»  Melboume Jet Base ~ South Centre Rd, .
Tultamarine, Victoria

GSE Building Darwin, Darwin, NT

+ Melboume Malntenance Base, Tullamatine, = Brisbans Ansett Terminal, Brisbane,

Victoria
Annandale Road, Tullamarine, Victoria

Hobart Domastic Temminal, Hobart, Tasmania

Launceston Domestic Terminal, Launceston,
Tasmania

Launceston Reservations Centre, Launceston,
Tasmanla

Canberra Domestic Terminal, Canbema, ACT

Queensland

Flight Kltichen GSE and Cargo, Brisbane,
Quesensland

Engineering Bullding, Brisbane Alrport,
Brisbane, Queensiand

Caims Ansett Terminal, Caims, Queensland

Flight Kitchen, Caims, Queensiand

Coolangatta Ansett Terminal, Cootangatta,
Queansiand
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Hocattd . : 5 £ IR GO b ik ER A ;i il
s  Sydney Domestic Terminal, Sydney, NSW s  Mackay Ansett Terminal, Mackay, Queensland

» Hangar, Bullding 20, Sydney Airport, Sydnéy. s Rockhampton Ansett Terminal, Rockhampton,
NSW CQueansiand

s Flight Kitchen, Sydney Afrport, Sydney, NSW  [»  Townsville Ansett Terminat

» Adelaide Domestic Tenminal, Adelaide, SA + Perth Domestic Terminal, Perth WA

=  Flight Catering Bufiding, Adelaide Alrport, s« International Cargo Building (279), Perth, WA
Adelaide, SA

» James Schofielg Drive, Adelaide Alrport, »  Flight Catering Building (294), Perth Aimport,
Adelaide, SA Perth WA

« Darwin Domestic Terminal, Darwin, NT » Cargo Terminal Bullding {269), Perth WA

= Flight Kitchen, Darwln, NT

A number of these leasehold interests will be assigned to Tesna, in particular
the terminal leases (this will also reduce creditor claims in the administration).
We will consider all other options available for the remaining leases.

5.8 Employees "

There were about 15,000 employees in the Ansett Group at the time of the
appointment of the Initial Administrators. There have been a substantial number of
employee-related issues arising during the administration. Andersen Legal has
acted as our lawyers in dealing with the employee and other issuas. These include:

5.8.1 Exension of Redundancy Entitlements Under EBAS

The redundancy entitements contained iIn the relevant EBAs expired on
31 December 2001. An extension of the explry date was needed so that all
employees did not need to apply for redundancy and to preserve the status
quo. After agreement was reached with the relevant parties, an application
was made to the AIRC to have the fresh arrangements certified.

5.8.2 Extension of Employee Stand Down

The stand-down orders obtained from the AIRC shortly after the appointment
of the Initial Administrators were effective untit 21 December 2001. It was
therefore necessary to apply for an extension of those stand-down orders
from the AIRC. Union support for this application was avaiiable on the basis
that there was agreement on extension of the expiry date,
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5.8.3 Preparation of Industrial Agreements

From the outset of the administration, industrial agreements have been
reviewed and renegotiated with the range of unions covering the Ansett
businesses. These renegotiations substantially reduced the ongoing labour
costs for the period of the administration. These arrangements have also
been the platform of the amangements now put in place by Tesna.

584 Support for Ansett and Regional HRAR Function

Ongoing support has been given to the Ansett Human Resources department
to deal with the substantial number of issues that arise from the administration
process. This included significant payroll issues given the variations to
standard hours worked.

“ 5.85 Redundancy Process and Payment of Employee Entitlements

Foliowing the collapse of Anseft, the Prime Minister announced at a press
conferance that the Commonwealth Government intended to protect
employees of Ansett who were denied their entitlements. The commitment
was that the entitliements of Ansett employees would be met by the
Commonwealth Government to the extent that they were not able to be paid
from the assets of Anseft. The entitlements to be paid by the Commonwealth
Government wera:

+ Wages.

« Annual leave and long service leave.

« Payment in lieu of notice.

« Redundancy up to the community standard of eight weeks.

The mechanism under which this ‘safety net was to be established for
employees was SEESA, Payments under SEESA were to be funded by the
$10 ticket levy imposed on all future ticket sales under the specially
introduced Ticket Levy Act,

Asset realisations may take two to three years to complete, particularly given
& the impact on aviation assets of the terrorist attacks in the United States of

Amarica on 11 September 2001. Any delay in the realisation as a
precondition to safety net payments by SEESA would create hardship for
employees, most of whom have been stood down since 14 September 2001,

- Between 7 October 2001 and 12 October 2001, numerous discussions were
held with the Commonweaith Government and its advisors 1o discuss a
special arrangement for Ansett employees to ensure that they received their
entitlements as soon as possible,
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On 12 October 2001, a draft proposal was sent to the Commonwealth
Government. It was requested that the SEESA payments (estimated to be
about $195m) for the estimated 8,600 redundant employees be advanced to
us with the payment in lieu of notice (estimated to be about $35m) being
made from asset realisations.

After further discussions with the Prime Minister and the Commonwealth
Government, it was agreed in principie to procged with the payment of
employes entitiements on the following basis:

» Employees would be requested by letter to advise within seven days
whether they wished to apply for redundancy.

_ ¢ The applications for redundancy would be reviewed and considered based
on the role and skills of employees,

“ s The four-week payment in fieu of notice payment would be calculated and
paid from 29 October 2001 to employees whose applications were

accepted.

e The balance of employee entittements would be calculated by
19 November 2001 to enable the Commonwealth Government to source
funding for the SEESA payments by then.

o Payments for the remaining entitlements owing to redundant employees
and covered under the scheme would be made after the SEESA funds
become available,

The Commonwealth Government's position significantly reduced the hardship being
experienced by employees made redundant.

A substantial amount of work has been undertaken in separately calculating and
verifying the entitlements of each employee. This took a team of up to 40 people a
number of months to complete. Once calculated, notification of the ent:t!ements was
forwarded to each employee to confirm the calculation was correct,

About 6,000 employees have been made redundant to date. About 90 per cent of the
b payment in lieu of notice and SEESA payments have been made as a result of

approval of the Court of the agreement with the Commonwealth Government for the
advancement of the SEESA funds.

Section 556 of the Act states that employee entitlements are paid in priority to ordinary
unsecured creditors in the liquidation of a company. Ordinarily, the same priority is
afforded to employees in a DOCA. Throughout discussions, the Commonweaith
Government indicated that they intended the SEESA funds advanced to be repaid in
the same order of priority as if they were employee entitlements.

To enhance the potential dividend to be paid to ordinary unsecured creditors, a
proposal was sent to the Commonwealth Government on 31 October 2001, The
proposal requested the Commonwealth Government consider two options to
subordinate in whole or in part the repayment of the SEESA payments.
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Between 31 October 2001 and 9 November 2001, many further submissions were
made to the Commonwealth Government in support of the Ansett Solution submission.
Throughout that period, the Commonwealth Govemment maintained that it expected
repayments of advances made under SEESA to rank to an equal priority with all other
employeea entitlements.

A number of creditors enquired whether the repayment of SEESA payments could be
subordinated in a DOCA approved by a majority of the Ansett Creditors. In theory, this
was the case. However, there are safeguards in the Act to ensure that a DOCA can be
terminated by the Court if it is oppressive or unfairly prejudicial to, or unfairly
discriminatory against a creditor. The issue of subordination by a full meeting of
creditors was therefore raised with the Commonwealth Government.

On 13 November 2001, a meeting was held with the Deputy Prime Minister conceming
the proposal. While the Deputy Prime Minister was sympathetic to the position of
ordinary unsecured creditors, he maintained that SEESA had not been established for
the benefit of ordinary unsecured creditors of the Ansett Group.

Further meetings were held shortly afterwards with other Commonwealth Government
officials. We were informed that:

o« SEESA was established for the benefit of employees and not ordinary
unsecured creditors.

« SEESA should be viewed as a safety net for employees.

o As a matter of policy, the Commonweaith Government has never made
payments for the benefit of ordinary unsecured creditors as we requested.

» The Ticket Levy is separate from and distinct to the repayment of SEESA
payments.

Again, the Commonwealth Government maintained its position that it expected to be
repaid the SEESA payments with an equal priority to that of other employee
antitlements. . N :

The Commonwealth Government advised that, among other things it would not
accept a subordinated position. The Commonwealth Government also indicated
that it required SEESA payments to rank as a priority equal to all other employee
entitiements and the arrangements must ensure that priority cannot be disturbed.

On 28 November 2001, a further meeting of the Committee of Creditors was held.
At that mesting, the Committee of Creditors was informed that despite considerable
effort, the Commonwealth Government was not prepared to subordinate its SEESA
payments.

In order to ensure its entitlement to be repaid the SEESA funds were “set in stone”,
the Commonwealth Govermment requested we execute a loan agreement that
ensured this position. In order to enable the timely payment of entitiements to
employees under SEESA, we wished to execute the agreement.

*

w ¥
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However, given the terms of the agreement, it was necessary to apply to the Court
for a direction that we may properly and justifiably do so and, further, if the Court
makes a direction to the effect that we will not be persenally liable to repay the
SEESA payments other than from the assets available to us and on the basis that
such repayments will have a priority equal to all other employee entitiements. The
Court made the direction as discussed at Section 8.4.9 below.

59 Otherlssues
591 Star Aliance

The Star Alliance network is an association of 15 airlines around the world
where benefits such as frequent flyer points can be eamed and redeemed
! between airilnes. Ansett is a joint member with Air New Zealand.

Ansett's participation in the Star Alliance was suspended when the companies
were placed in administration. Star Alliance has agreed to discussions with
Tesna to consider the future of the new Ansett within the Star alliance. The
Star Alliance agreements contain non-disclosure provisions.

592 Treasury Instrurments

Air New Zealand maintained a centralised treasury function for the Air New
Zesland and Ansett Groups. Immediately before the appointment of the Initial
Administrators, Ansett had a number of outstanding financial market
derivative transactions (hedging) with a range of external banking
counterparties in Australia and offshore, coupled with inter-company book
transactions with Air New Zealand.

The actions undertaken by us included:

e Confirming the outstanding derivative transactions held at the time of the
appoiniment of Initial Administrators;

» Confirming the status of the transactions and their market value;

' » Securing value from the transactions.
b About $2m was recovered from the close-out of the hedge book.
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6. Developing the Ansett Solution

The Ansett Solution is the plan to achieve the objects of Part 5.3A of the Act - that is, to
maximise the possibility of keeping Ansett in business or, if not, to maximise the return to
creditors, :

The ability to maximise the value for creditors from & significant number of the Ansett
assets, such as the aircraft fleet, domestic terminal leases and the Engineering business,
is largely dependent on the outcome of the sale of the mainline airdine. This is why the
creation of a viable mainline airline from the 'old’ Ansett is imporiant in developing the
overall Ansett Solution.

Below are the steps undertaken by us to implement the Ansett Solution.

6.1 Mainline Airline

L

A cash injection from settlement proceeds or elsewhere.

The introduction of a major airline operator to develop the business plan and
manage the mainline operations.

Substantial initial equity injection.

Ensuring employee numbers reflected Ansett's likely market share in the short to
medium term and thereby minimise the cash outflows of the business.

Negotiating new Enterprise Bargaining Agreements with unions.

Reinstating the Star Alliance membership and, if possible, providing some
recognition to existing Global Rewards members.

Maintalning inter-line relationships with other airlines to maximise on-carriage
and referred customer revenues.

Reducing the number of types of aircraft in the Ansett fleet.
Reducing overall costs (especially management and overheads).
Examining the composition of the aircraft fieet.

6.1.1 Market Conditions / Background to Sale

The events of 11 September 2001 in the United States of America had a
profound impact on the aviation industry globally and is highly likely to have
adversely affected the level of interest in Ansett. Globally there was a
significant decline in passenger volumes, causing a number of other airlines
to be focussed on their own operational issues and, in some cases, financial '
survival. Investor sentiment generally towards alriines was also negative with
significant declines in the share prices of most publicly traded airlines. '

It was therefore an extremely difficult time to market an airline, particularly in
Australia, which is a relatively small regional marketplace in global terms.
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Time was of the essence in approaching the sale. Given:

the businesses were initially not operating;
there was limited funding available; and
the businesses were forecast to incur considerable losses

it was hecessary to adopt a fight timetable for the sale of the Ansett
businesses.

6.1.2 Sale Process

A process for the sale of the mainiine airline commenced immediately upon
our appointment. The marketing strategy involved the following key elements:

Pursuing expressions of interest received as a result of the publicity
surrounding Ansett's collapse. A large number of expressions of interest
were recelved and we sought information on the identity, financial capacity
of ali parties before proceeding with any detalled discussions.

Communicating with aifine operators and financial investors with airline
experience to ensure that the opportunity to acquire Ansett was known
internationally. Substantial resources were committed to identifying and
communicating with potential investors.  Significant assistance was
provided by the Victorian State Government. An information Brief was
prepared to describe the Ansett businesses and investment opportunity to
these parties.

Providing detailed briefings on the mainfine girline to interested parties
who had demonstrated their financial capacity and signed the necessary
confidentiality agreements.

Providing access to a data room for the interested parties. Our staff and
Ansett staff worked co-operatively with interested parties to enable them -
to undertake comprehensive due diligence and prepare business plans .
and thereby maximising the possibility of receiving strong offers for the
mainline airline;

Developing an ‘Ansett Solution Paper for the interested parties. The

Solution Paper was designed to assist interested parties formulate and
present their offers in a timely manner; and

Ongoing dialogue with interested parties throughout the due diligence
process to check progress on their offers and keep them up to date on the
sale process and administration generally.
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6.1.3 Inferested Parlies

Given the difficulties faced by the global aviation industry, there were only four
parties actively involved in the sale process for the mainline airline or the key
Ansett assets. These parties were:

“e  Tesna;
s  ANstaff;
» Singapore Airlines; and
e Lang Cormoration,

Tesna, representing Australian businessmen Lindsay Fox and Solomon Lew,
: expressed strong interest in Ansett very early in the sale process and quickly
appointed advisers who dedicated a substantial team to undertake due
diligence and develop a business plan. The nature and financial capacity of
its principals enabled Tesna to approach the sale opportunity with a sense of
confidence and urgency.

ANstaff sought to buy the mainline airiine on behalf of the staff of Ansett,
predominantly pilots. ANstaff appointed advisers with a substantial team
dedicated to undertake due diligence, develop a business plan and formulate
an offer.

Singapore Alrlines was invited by the Administrators to participate in the
sale process. While Singapore Airlines did not submit an offer for the
mainline airine, they agreed to provide us with consultancy services and
prepare a business plan for the mainline airline. Under the consultancy
arrangement, Singapore Airlines committed a substantial team to reviow the
due diligence materials and work with Ansett staff to prepare the business
plan. .
Lang initially indicated an interest in acquiring the mainline airline. After Lang
executed a confidentiality agreement we presented the “Ansett Solution
Paper” to Lang and offered Lang access to all information contalned in the
data room. Lang subsequently expressed interest in acquiring some of
Ansett's terminal and aviation assets only and employing about 2,000 Ansett
employees.
6.1.4 Key Milestones in the Sale Process

The following milestones took place in the mainline airine sale process:

Establishing data room

18 —30 September 2001
¢ Morksting of Ansett September/October

1 Qctober 2001

s Opening of data room to Tesna and ANstaff
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» Announcement of Singapore Alrline 6 October 2001
consultancy arangement '
»  Briefings to Tesna, ANstaff, Singapore 23 to 26 October 2001
Alrlines and Lang oh the ‘Ansett Solution’
paper
»  Oral Expression of Interest from Tesna 26 Cctober 2001
« Negotiations with Tesna 26 Qctober 2001 to
& Novembar 2001
. +  First written offer recelved from Tesna 29 Octobar 2001
+  Expression of Interest/proposal received from 1 November 2001
Lang
» Briefings/due diligence materials provided to 2 November 2001
Lang _
« Tesna negotiations impasse 3 — 4 November 2001
»  Advised interested parties on the status of 5 November 2001
_nagotiations with Tesna
s Tesna lmpaése resolved 6 November 2001
v Accepted Tesna's offer - 8 November 2001
«  Announced Sale to Tesna 8 November 2001
»  Offer recaived from ANstaff _ 14 November 2001
= Withdrawal of Offer by ANstaff 15 November 2001
» Committes of Creditors Meeling to approve 15 November 2001
Tesha sale ' :

b 61.5 Tesna Offer

We accepted Tesna's offer on 8 November 2001 for the sale of the mainline
airline. '

. Key Terms
The following is a summary of the key terms of the agreement with Tesna:
e The transfer of the following assets to Tesne: '
o Al assets used by the Ansett Group in the mainline airfine.

o The leases to domestic airline terminals at Sydney, Melboume,
Brisbane, Perth, Coolangatta, Caims, Townsville, Rockhampton,
Adelaide, Hobart, Darwin, Alice Springs and Canberra.
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The Jet Base and Maintenance Base located at Tullamarine Airport
{being the land only and not the Engineering business).

The Flight Simulator Centre, Data Centre and associated car parks for
those facilities located at Garden Drive, Tullamarine.

The Hangar (Building 20} and the Flight Kitchen located at Sydney
Airport, the Flight Kitchen, GSE and Cargo Building and the
Engineering Building located at Brisbane Airport, the Flight Kitchen
located at Caims Airport, the International Cargo Building and Flight
Catering Building located at Perth Airport and the GSE Building
located at Darwin Airport.

All plant and equipment relating to the mainline airline or otherwise
located in the facilittes described ahove.

All intangible assets relating to the airline, such as the brand name
"Ansett”.

Call centres sufficient to mest Tesna’s capaclty requirements.
Certain supply contracts and other agreements selected by Tesna.

An amount of cash representing the value of the forward ticket
bookings as at the Risk Transfer Date.

Fuel stocks.

Non-aircraft consumables, including spare parts for all vehicles and
plant and equipment transferred to Tesna.

501 Swanston Street, Melboume (head office site), 489 and 465
Swanston Street, Melbourne and 20-32 Franklin Street, Melbourne.

All business records and information relating to the mainline airline
and other information necessary for the maintenance of the Airline
Operating Certificate and other regulatory compliance obligations.

¢ Assets specifically excluded from the sale agreement include:

- a

O 0D o c D

All aircraft, including the freighter aircraft used in the domestic cargo
business and all leased aircraft.

Plant and equipment relating to aircraft.

Plant and equipment used for aircraft maintenance.

Aircraft rotables, spares (including spare engines) or consumables.
The Engineering business.

Any interest of the Ansett Group in any real property (whether
freshold or leasehold) not specifically identlfied.
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e We have not sold to Tesna:
a Cash at bank.
o Debtors. _
o Proceeds of the $150m settlement with Air New Zealand.

o Tesna would make offers with intention to employ about 4,000 Ansett
employees and assume responsibility for employee entitiements based
on & new enterprise bargaining agreement to be negotiated with the
ACTU and relevant unions., Under these arrangements, Tesna would
assume: :

: u The employee entitlements relating to those persons transferring to
I Tesna. Based on 4,000 employees, this was estimated at $62m.

o Contingent ligbilities for redundancy payments in respect of the
persons transferred to Tesna. Based on 4,000 employees, this was
estimated at $182m.

+ Tesna also agreed to assume the following additional obligatibns and
liabilities:

@ Obligations for forward ticket bookings at the Risk Transfer Date.

o Liabilities in respect of contracts assigned to Tesna or for which
. Tesna receives the benefit after the Risk Transfer Date as determined
by Tesna.

¢ Purchase Price. The total purchase price for the sale is $514m. Tesna will
pay Ansett $270m cash and assume lisbilittes and obligations, being
employee entitlements payable by the Administrators, of up to $244m. The
purchase price would be adjusted at completion for accruals, pre-payments
and fuel stocks in accordance with the principle that the party who will benefit
from the supply of the goods or services will reimburse the party who pays
for the goods or services.

: e The Purchase Price is not allocated amongst companies within the Ansett
Group. Appendix 10 is a Schedule identifying the Ansett company that owns
each of the major assets being sold to Tesna.

¢ The completion date was agreed to be 31 January 2002. The risks and
“benefits of ownership of the business are fo transfer to- Tesna on the
completion date.

..
" 9
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Additional Features
The agreement with Tesna contained the following additional features:

s To the extent that environmental liabilities in excess of $13.5m and less than
$27m were identified, the Ansett Group would be liable to Tesna for the
amount of the environmental liabilities. However, any such claim would rank
behind the Ansett Group’s employee liabilities and ahead of unsecured .
creditors. To the extent environmental liabilities exceeded $27m, both
parties would have the right to terminate the agreement.

e Liabilities associated with the environmental condition of the freehold and
leasehold properties transferring to Tesna at the Risk Transfer Date.

« Tesna’s sponsors undertook to commit an amount of $400m to Tesna which

“ would
o Rank no higher than with unsecured creditors of Tesna, but after the
statutory entitiements of employees; and

& Be committed in such a way as to enable the leasing by Tesna of 29
Airbus aircraft onh reasonable commercial terms and conditions,

» Provision was made for the co-operation of the Administrators and Tesna in
ensuring Tesna had a fleet of at least 16 Airbus A320 aircraft at completion.

+ To the extent Tesna required the use of some of Ansett’s existing A320 fleet,
it was agreed that both parties would co-operate to enable Ansett's equity In
the aircraft to be realised for the benefit of creditors,

e The Administrators would continue to operate Ansett Kick-Start until
completion and keep Tesna appraised of significant developments. There
would be weekly management reports on the financial and operating
performance of Ansett Kick-Start in the period up to completion and
consuitation with Tesna on marketing activities. '

s Any costs incurred by the Administrators at the request of Tesna for the
' purposes of increasing the operating capacity, or advertising, marketing or
b promotional activitles of the Ansett Kick-Start which are above amounts

budgeted by Administrators would be the responsibility of Tesna. Tesna
agreed to indemnify us for all reasonable costs, claims, losses or other
liabilitles so incurred. '

o Tesna would purchase from the Ansett Group at rates to be agreed
maintenance services for Tesna's Ansett Mark i aircraft and any A320
aircraft from Ansett's existing fleet for a period of two years, The Ansett
Group's liabllity under such arrangements would be limited to certain agreed
insured labilities. The provision of maintenance services by the Ansett
Group would support Tesna and provide the Administrators the opportunity to
sell the maintenance function as a stand-alone business.
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e The Ansett Group would provide certain IT services to Tesna at cost for a
period of two years from completion.

« Tesna undertook to consider preferred supplier status for previous suppliers
of goods and services to the Ansett Group.

« Tesna would be reimbursed reasonable professional fees incurred by Tesna
up to 31 January 2002, to a maximum value of $5m if the transaction is not
approved by either the Court or the Ansett Group creditors.

Conditions Remaining

The agreement with Tesna is subject to a number of conditions on the part of
both the Administrators and Tesna. At the time of writing this report, the only
conditions remaining were as follows:

d e The approval of Ansett Group creditors. This will be sought at Part 1 of the

Second Creditors Meeting on 29 January 2002, As Administrators, we could
have exercised our statutory power to sell the mainline airline. However,
given the size and complexities of the transaction, and based on legal
advice, we demded that it was appropriate that the creditors participate in the
sale process.

« If creditor approval is received at Part 1 of the Second Creditors Meeting, an
application will be made to the Court on 30 January 2002 seeking an order
authorising the sale. '

+ |[ssuing to Tesna of:
o An Airline Operations Certificate.
o Certificates of reglstration for each of its aircraft.

@ The procurement by the Ansett Group of a Certificate of Approval for its
maintenance operations. '

Tesna and the Ansett Group have been co-operating with CASA. We
anticipate these conditions will be satisfied by 31 January 2002.

& e The acceptance of Tesna's offer of employment by those employees whose
employment is essential to obtaining and maintaining the Airline Operations
Certificate, maintaining certification of the aircraft and operation of Ansett
Mark It and who have been specified by Tesna in a notice to us on or before
~completion. At the time of writing, Tesna had identified. the necessary
persons and was in the process of making offers of employment to those
persons. It is anticipated that this condition will be satisfied by
31 January 2002,

» Finalisation to Tesna's satisfaction of agreements relating to the acqunsmon
and financing of a new long-term fleet of 29 Airbus aircraft and the
finalisation of agreements relating to the leasing of 18 Airbus aircraft for a
period of up to two years from completion. At the time of writing this report,
Tesna was well advanced in negotiations on these conditlons.

9
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« Finalisation of the Victorian Government's assistance package to the
reasonable satisfaction of Tesna.

o The assignment to Tesna of the Sydney Airport DTL. At the time of writing,
Tesna and the Administrators were well advanced in discussions with the
Sydney Airport Corporation Ltd, We anticipate this condition should be
satisfied by 31 January 2002,

» Tesna entering into leasing arrangements for at least 16 Airbus A320 aircraft
for use from completion,

» The continued operation of Ansett Kick-Start until completion. it is the
Administrators intention to run Ansett Kick-Start until the 31 .Jaa.nuawr 2002

completion date.
It should be noted that at the time of writing- this report, only those conditions
which irvolve third partles remained outstanding. It is our intention to work

diligently to ensure these conditions are satisfied as soon as possible and
completion occurs on 31 January 2002. It should also be noted that we have
provided more time to Tesna to satisfy the above conditions,

Other Benefits of the Tesna Offer

The transaction with Tesna offeré benefits to creditors over and above the direct
benefits achieved and value created from the sale of the mainline airtine. These
include: .

« An enhancement to the prospects of selling Ansett's regional airlines,

+ The polential to create an independent aviation maintenance, repair and
overhaul business in Australia. Again, additional value to creditors will be
created on a sale of that business from an uplift in the value of maintenance
assets (such as plant and equipment and aircraft inventories) and reduced
redundancy costs to the extent maintenance jobs are preserved.

o The potential improvement in the Ansett Group's equity in ﬁnanoe-léased '
A320 aircraft resulting from the continued use of those aircraft by Tesna.

& " e A reduction in the aggregate value of claims by creditors in general. For
example, claims by aircraft lessors against the assets of the Ansett Group
may be reduced to the extent Tesna takes over Anselt's lease obligations.

¢ Global Rewards members may have an opportunity for some of their
existing points to be recognised in some form, although Tesna's position in
relation to this matter had not been finalised at the time of writing of this
report. '

" 6,1.6 Lang Proposal

Before acceptance of the Tesna offer, and on 1 November 2001, Lang
submitted a one-page proposal to acquire Ansett’s terminal assets in Sydney,
Melbourne, Adelaide, Brisbane and Perth and other aviation assets but not the
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name “Ansett".. Lang also expressed an interest in employing about 2,000
Ansett employees and assume responsibility for their entiflements.

Lang proposed to acquire the terminal and aviation assets and to deduct from
- the purchase price the amount of any employee entitlements assumed in
respect of the transferring employees.

Lang's one-page proposal was not capable of acceptance. On its face it did not
meet the objects of Part 5.3A of the Act for which we have been appointed,
namely the continuity of the Anseft business or maximising the return to
creditors. The Lang proposal was directed to a cessation of the Ansett
husiness. Moreover, the Lang proposal was in pure financial terms less
favourable to the Ansett Group than the then Tesna offer,

would do so thereby giving Lang an opportunity to make an offer on other and

Prior to accepting the Tesna offer we informed Lang that it was likely that we
“ better terms.

Lang did not make an offer capable of acceptance prior to the date we accepted
the Tesna offer, '

On & December 2001 Lang wrote a further letter to us which stated that It
regarded itself as having made an offer to acquire terminal assets, even though,
we did not regard Lang's earlier one page letter as anything more than an
expression of interest. Lang provided further explanation of its original letter
indicating that the aviation assets covered by Lang’s earlier letter included:

s Piant equipment within those terminals.

s Ground handling equipment used for those terminais.
s The Ansett maintenance base in Melbourne.

» Boeing 737 aircraft spare parts.

This detail had not bésn provided previously.

To avoid any doubt, we wrote to Lang on 10 December 2001 informing Lang
that we did not regard Lang as having made an offer capable of acceptance and
that we had accepted the Tesna offer. We also informed Lang that if for any

reason whatsoever the Tesna transaction does not complete (which we now

regard as unlikely) we would treat with Lang on a timely and expedited basis,
along with other interested parties.

Because there are outstanding conditions to be satisfied before completion of .
the transaction with Tesnag, it is commercially timprudent to provide in this report
a full analysis of the Lang proposal. However, those details were provided to
the Committee of Creditors on a confidential basis at the time the Committee of
Creditors approved the Tesna offer.

On 13 December 2001 we received a further letter on Lang's letterhead
clarifying the identity of the bidder for the Ansett assets as “Virgin Australia
Holdings Pty Ltd or another company owned by Virgin and Lang (Virgin Blue)",
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We have not entered into a confidentiality agreement with Virgin. We have,
however, in the interest of creditors compared the Lang offer by reference to
each of the letters referred to above to the Tesna offer.

We have recommended the Tesna offer to creditors over the Lang proposal not
only because the Tesna offer meets the objects of Part 5.3A of the Act and the
Lang proposal does not, but also because the Tesna offer provides a better
return to all creditors than the Lang proposal. There are also significant indirect
benefits of the Tesna offer as opposed to the Lang proposal. '

6.1.7 Comparison of Tesna Offer and Lang Proposal

On the date it was accepted, the Tesna offer was better for creditors. This is
shown in the following table:
G TELR T L BT o

Offer r terminals $270m $280m
Redundancies saved - $244m’ $122m?
| $514m $402m
Other direct benefits Superior

Indirect benefits Superior

Notes:

1. Up to 4,000 employees
2. Up to 2,000 employess

At the time of writing this report, we have analysed both offers in detall. The
value offered to creditors by the Lang proposal is less than that offered by
Tesna. Not only is the Lang proposal lower on a direct comparison basis,
there are also. significant indirect benefits that arise from the sale of the
mainline airline as a going concern. The detailed analysis is commercially
sensitive.

6.1.8 Comparison to Liguidation Scenario
Advantages of Tesna compared to I.iquidation:
.» Retrenchment payments of up to $244m did not have to be made.
» Assets were bsing purchased at better than net liquidation valus.

« Substantial (several hundred million dollars) diminution in the claims of
creditors such as aircraft lessors, property lessors and IT lessors.

Disadvantages of Tesna compared to liguidation:

» Costs had to be incurred (i.e. leases, IT, payroll} to preserve the business
which has diminished to some extent the above benefits.
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61.9 Trensfering Employees

We understand the various unions representing the transferring employees
are discussing securing transferred employees entitlements directly with
Tesna,

6.1.10 Completion Date

As indicated above, under the sale agreement with Tesna, the completion
date is 31 January 2002, :

Considerable progress has been made in satisfying the various conditions
precedent under the sale agreement. However, certain of the conditions
precedent are reliant on actions by third parties, such as the assignment of
the DTLs.

It is therefore possible that we may need to make further applications to the
Court to facilitate third party consents and thereby completion of the Tesna
sale on 31 January 2002,

6.2 Kendell .

After advertising the business for sale, expressions of interest were received for the
Kendell business and assets, Seventeen of the interested parties returned executed
Deeds of Confidentiality and received an information memorandum. Indicative offers
were received from five interested parties and discussions are continuing with these
parties. We intend to nominate a preferred bidder shortly.

6.3 Aeropelican

After advertising the business for sale, expressions of interest were received for the
Aeropelican business and assets. A number of the interested parties returned
executed Deeds of Confidentiality. An information memorandum was prepared and
distributed to all of the interested parties who retumed the Deed of Confidentiality,

Indicative offers were received from sight interasted parties.

& We have had discusslons with a number of the interested parties and are continuing
those discussions. '

64 Skywast

We received a number of expressions of interest for Skywest Alrlines prior to and
following the advertisement of the business for sale. An information memorandum
was prepared and distributed to interested parties.

On 13 December 2001, the Administrators announced the sale of Skywest to Airline
Investments Limited, a Perth-based consortium.
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6.5 Show Group

After advertising the business for sale, expressions of interest were received for the
Show Group business and assets. A number of the interested parties returned
executed Deeds of Confidentiality. An information memorandum was prepared and
distributed to those who retumed the Deed of Confidentiality.

indicative offers were received from five Interested parties.

After discussions with a number of the interested parties, a sale of the business and
assets of Show Group was made to Avis Services Ltd on 25 October 2001 for
$400,000 cash and the assumption by Avis Services Ltd of employee entitlements to
the value of about $3.6m. This was greater than the forced sale valuation received
on Show Group's assets.

6.6 Engineering

A long-term relationship between the Engineering businesses and the mainline
sirline Is critical to the prospects of selling the Engineering businesses. Therefore,
marketing of the Engineering businesses did not begin immediately upon our
appointment.

We are now working closely with Tesna to develop an appropriate platform for the
sale of the businesses. As the preservation and development of the engineering
and maintenance capabilities are also important to the continued development of
Victoria's aviation industry, we are also receiving support from the Victorian
Government in the sale process,

The sale process to date has involved the preparation of an Information
Memorandum and direct communications with a number of malor aircraft and engine
repalr and maintenance organisations. These organisations are predominantly
located overseas. A number of these organisations have visited the Melboume
maintenance base and are concurrently preparing proposals for the purchase of the
Engineering businesses and the provision of maintenance services to Tesna and
other aitlines, :

6.7 Call Centres

Given the reduced size of the mainiine airline, not all of the call centres were
required, so an immediate sales program oor_nmencad.

The Sydney, Melbourne, Brisbane, Canberra and Perth call centres were unable to
be sold and have been closed, All employees have been made redundant and the
physical assets have sither been sold or are in the process of being sold (taking into
account any third party claims over those assets). '
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The call centre requirements for Ansett Kick-Start are being serviced by the
Adelaide and Launceston call centres. However, Tesna has chosen Launceston as
its preferred call centre location. Therefore, on the compistion of the sale to Tesna,
it is expected the Adelaide call centre will also be closed, the remaining employees
made redundant and the physical assets sold.

6.8 Cargo and Ground Handling

Expressions of interest were recelved for the Cargo business and assets and a
number of parties completed due diligence immediately following our appoiniment.
Two indicative offers were received but did not result in unconditional offers.

Under the Tesna sale agreement, Tesna would acquire the domestic cargo “same

' day” business and discussions are continuing with Tesna in relation to the two

& Bae146 freighter aircraft and the intemnational Ground Handling Cargo and Third
Party Ground Handling businesses.

69 Traveland

The business was sold to Internova Travel Pty Ltd (‘internova®), with the sale
agreement being completed on 23 September 2001.

The following assets were sold under the Business Assets Acquisition Agreement:

o Goodwill of the business, including the name of Travetand and the marketing,
business and technical plans and systems.

s Al plant and equipment.

» Intellectual Property, including the benefit of using software licenses, trade
marks and registered names.

» Property and chattel leases.
+ Joint venture contracts with NRMA and NRMA Travel and with RACV and RACY

Travel.
‘ _ ¢ Books and records. :
_ The consideration for the sale was $500,000, with Internova having to offer all

Traveland employees continued employment on terms and conditions on no less
favourable terms. The purchaser was also obliged to assume liablity for all
employee entittements. Transferring employees’ entitiements totalled about $6m.

The business strategy for Traveland as represented by Internova included an
expansion of the business and an injection of working capital. Internova had
received certaln “pledges” of financial support for the business, but these did not
materialise. The business was then sold by Internova to Financial Optlons Group
Inc, which was itself subsequently placed into liquidation.

,
. . @
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The Administrators of Traveland provided a limited indemnity to the purchaser io
pay employees a proportion of relevant employee benefits in the event the
purchaser was placed in administration, which it subsequently was and on the
27 November 2001, Messrs McDonald and Albarran of Hall Chadwick were
appointed Administrators of Intemova. - The provision of the indemnity was a
requirement of the sale process and in addition the arrangements were of
considerable importance in the Ansett Group administration for securing union and -
government support. The indemnity from Traveland to Intemova was also covered
by an indemnity to Traveland from Ansett. : : :

The conduct of the Traveland business after 23 September 2001, the date of its sale

to Intemova, is being Investigated. The obligations of Internova under the Business

. Assets Acquisition Agresment are guaranteed by Internova MCl Limited. The
. Administrators have written to internova MCI Limited in that regard.

6.10 Austratian Concession Management

Discussions are continuing with Tesna In relation to the sale of the Australian
Concession Management business,

6.11 Ansett International

The Administrators are currently in discussions with a number of parties and the
Intemational- Air Services Commission. with a view to re-establishing Ansett
International and realising value from the landing slots In & number of Asian ports.
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7. Investigations

7.4 Investigations by Administrators

As Administrators, we are required to investigate the affairs of the Ansett Group.
These investigations form the third aspect of our Three-Point Plan for the Ansett
Group.

Other imperatives have caused the main focus in the administration so far to be
stabilising the business and developing the Ansett Solution. Our investigations are
at a preliminary stage and we are not in a position to provide any comments about
potential offences that may have been committed or amounts of money that may be

" recoverable in the event of the companies in the Ansett Group being placed in
liquidation. The size and complexity of the Ansett Group further complicates these
investigations. '

The actions of a number of parties are being considered as part of the investigation.
These parties Include:

« Directors and officers of the Ansett Group of companies.
e AirNew Zealand.

¢ Professional advisers.

¢ Any other parties identified _during the investigation.

In addition, there are transactions where money, property or other benefits may be
recoverable by a Liquidator under Part 5.7B of the Act if the companies are placed
into liquidation. The main transactions investigated can be categorised as:

e Unfair preference payments.

« Uncommercial transactions.

e Unfair loans. _

¢ Holding company iiability for debts of an insolvent subsidiary.

A broad outline of each of these categories of transactions is outlined below. .
-7.1.1 Unfair Freference Paymenis

An unfair preference is a transaction, generally within the six months before
the appointment of the Administrator, to which a company and a creditor are
parties, which results in the creditor receiving more than it wolld receive in
respect of its debt if the transaction had been set aside and the creditor had to
prove for the debt in the winding up of the company. If proven to be an unfair
preferencs, the creditor would have to return the benefit they received to the
Liguidator.

To prove a creditor received an unfair preference payment, the Liquidator
must first show the company was insolvent at the time of the payment, i.e., it
was unable to pay its debts as and when they fell due.
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The creditor has a defence to a claim by a Liguidator that a transaction is an
untair preference if it proves that it entered into the transaction in good faith
and, at the time the benefit was received, the creditor had no reasonable
grounds for suspecting that the company was insolvent or would become
insolvent through entering into the transaction and valuable consideration was
given and a reasonable person in the creditor’s circumstances would have no
such ground for suspecting. :

Unfair preferences can be difficult to prove and recover, and the exercise is
often time-consuming and expensive. '

7.1.2 Uncommercial Transactions

A transaction of a company is an uncommercial transaction if the foliowing
slements are established by a Liguidator.

o The transaction was entered into or given effect to within two years of the
commencement of the winding up of the company (ie. the appointment of
the Initial Administrators; and

e At the time the transaction was entered into, or when given effect to, the
company was Insolvent or became insolvent as a result of the transaction;
and '

« A reasonable person In the company's clrcumstances would not have
entered into the transaction, having regard to the benefits and detriments
to the company of entering into the transaction and the respective benefits
to other parties.

The defences available to a party involved in an uncommercial transaction
claim are, in effect, the same as those for an unfair preference.

7.1.3 Unfair Loans

An unfair loan is a loan where, upon analysis, the interests or charges with
respect to the loan were extortionate. Unfair loans any time before the-
appointment of the Initial Administrators may potentially be overtumed by a
Liquidator appointed subsequently. '

7.1.4 Directors Trading Whilst Insolvent

Under the Act, a director is personally liable to the company if the director fails
to prevent a company from incurring a debt when, at the time of Incurring that -
_ debt, the company is insolvent, or becomes insolvent by incurring the debt.

This clalm must be proven by the Liquidator against each individual director.
In the event that a Liquidator does not pursue the directors, a creditor may
seek to recover against the directors. '

Directors have several defences available to them. To successfully defend a
claim for insolvent trading, a director must prove ong of the following:

« ¥
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o That when the debt was incurred, the director had reasonable grounds to
expect that the company was solvent and would remain solvent even if the
debt was incurred.

» That when the debt was incurred, the director had reasonable grounds to
believe, and did believe, that a subordinate was competent and
responsible for providing adequate Information about the company's
solvency and the director expected, on the basis of this information, that
the company was solvent and would remain solvent.- '

o That when the debt was incurred, the director, because of illness or for
some other good reasons, did not take part In the management of the
company at that time.

« That the director took all reasonable steps to stop the company from
incurring the debt.

1t must first be shown that at a point in time the Company was insolvent.
7.1.5 Holding Cornpany Liable for Debts of an Insolvent Subsidiary
Where it can be shown:

« a subsidiary company was insolvent at the time of the incurring of a debt,
or became insolvent as a result of incurring a debt; and

e at that time there were reasonable grounds for suspecting the company
was insolvent; and

« the holding company or its directors were aware, or ought to be aware, that
there were are grounds for so suspecting

the holding company may be held liable for the daebts incurred by the
subsidiary.

Due to the preliminary stage of our investigation, after asking creditors 1o

consider the Tesna sale at Part 1 of the Second Creditors Meeting, we will be -

seeking the approval of creditors to adjoun the Second Creditors Meeting for
up to 60 days. This will allow further time to progress our investigations and
identify whether it is possible that any voidable transactions were entered into.

As Administrators, we are also required to complete and lodge a report with
ASIC (Section 438D of the Act) if we believe that:

« A past or present officer, or member of the Company may have been guilty
of an offence in relation of the Company; or :

o If a person who has taken part in the formation, promotion, administration,
management or winding up of the Company;

a May have misappropriated money or property of the Co'mpany; or

o May be guilty of negligence, default, breach of duty or breach of trust in
relation of the Company.
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We have not lodged any such report with ASIC to date.

7.2 ASIC Investigations

ASIC has served a number of notices forthe production of Ansett Group documents
to assist their investigation Into the affairs of the Ansett Group. We have fully co-
operated with ASIC in their enquiries, We will continue to co-operate with ASIC as
our investigations proceed. We asked ASIC to advise on the matters being
investigated. ASIC is unable to disclose such information. Appendix 5 is the

comespondence between ASIC and our solicitors, Arnold Bloch Leibler, on these
matters.
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8. Statutory and Legal Matters

8.1 First Meetings of the Creditors of the Ansett Group

Section 436E of the Act requires Administrators to conduct @ meeting of the
creditors of the company in administration within five business days of being
appointed (“the First Meetings of Creditors”). '

The First Meetings of Creditors were held as follows:

et

‘Daté Adm]nistrat

strators Anpo b7 - Oate of First Mestngy:of
« 12 September 2001 12 18 September 2001
« 14 Soptember2001 7 20 Seplember 2001
21 28 September 2001 {convenad for 20 September

200, however, no quorum present on that date
and the meeting was adjournad)

¢ 3 October 2001 (AANZES) 1 10 October 2001

At the First Meetings of Creditors, we advised that it would be in the interests of the
creditors if Committees of Creditors were formed for the major trading entities in the
Ansett Group and that we intended that the Commitiees of Creditors’ meetings
would be held concurrently to save time and money. We also advised that the
Committees of Creditors should comprise one or more individuals representing each
of the main creditor interest groups including unionised and non-unionised
employees, aircraft and equipment lessors, suppliers and trade creditors, airport
licensors and financial institutions. :

Resolutions were passed at each of these meetings except for the meetings held
on 20 September 2001, for Committees of Creditors to be appointed to each of the
relevant companies. Initially, there were 36 different members of various
Committees of Creditors appointed. Since their appointment: '

e One member of the committees has resigned.

e Ajr New Zealand has voluntarily withdrawn on the basis that it is no longer a
creditor of the Ansett Group as a resuit of the Memorandum of Understanding.

» Qantas has been excluded on the basis that the vast majority of information '
discussed at the meetings of the Committees of Creditors is commercially
sensitive, '

Committees of Creditors were not required for the seven companies when the First
Meeting of Creditors was held on 20 September 2001, The only creditors of each of
those seven companies are other companies within the Ansett Group.

.
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No other business was transacted at the meetings given the very short timeframe in
which the First Meetings of Creditors must be held after the appointment of the Initial
Administrators.

Second Meetings of the Creditors of the Ansett Group

Administrators are required to convene a second meeting of creditors of the.
companies in administration (Section 439A of the Act), although there is a limited
scope to extend the timing of that meeting, as discussed at Section 8.4.4 below.

Before the Second Meetings of Creditors, Administrators prepare a report (such as
this one), on the relevant company’s business, property, affairs and financial
circumstances and provide opinions on certain matters. This allows creditors to be
in a position to vote at the Second Meetings of Creditors oh the options available to
them, as to whether:

+ the company should execute a DOCA.
s the administration shouid end.
+ the company should be wound up.

The Second Meetings of the Creditors of the Anseit Group are to be held-by no later
than 29 January 2002. As indicated above, it is our preliminary opinion that it would
be in the interests of the creditors of the Ansett Group companies that the
companies -execute the DOCAs. However, our investigations should be further
progressed and reported to creditors before they are asked to vote on the execution
of the DOCAs,

We will be seeking to hold the Second Meetings of Creditors of the Ansett Group
companies in two parts: Part 1 on 29 January 2002 and Part 2 by 30 March 2002.

The Part 2 will consider, amongst other things, the application of the proceeds of
sale, '

For this to oceur, the creditors of each Ansett Group company will be requested to
resolve at Part 1 of the Second Creditors Meeting for the meetings of each company
be adjourned for a period up to 60 days. This is our preferred course of action. But
ultimately, it is for creditors to decide this at Part 1 of the Second Creditors Meeting.

As indicated above, there will be separate meetings of the creditors of the Skywest
companies and Aeropelican to help the proposed sales of Skywest and Aeropelican.

Part 1 of the Second Meeting will not determine how the proceeds of the
Tesna sale would be applied
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8.3 Meetings of the Committees of Creditors

Section 436F of the Act states the function of a Committee of Creditors is to consuilt
with the Administrators about matters relating to the administration and receive and
consider reports prepared by the Administrators, Section 436F(2) of the Act also
states a Committee of Creditors cannot give directions to the Administrators, except
to require the Administrators to report to the committee on matters relating to the
administration as and when reasonably required,

Five meétings of the Commitiees of Creditors have been held so far. The matters
considered at those meetings were:

st “Matters Consid
= 2 October 2001 O Non- objection to the Memerandum of Understanding with
Air New Zealand,
« 31 October 2001 0 Update on administration matters genetally.
Sale process update.

Approval of Administrators’ remuneration subject to approval being
obtalned from the Court.

+ 15 November 2001 O Conslderation and Indicative approval of the sale to Tesna.

« 28 Novembar 2001 O Status of discussions with Commonwealth Government relating to
ranking of funds for payment of employee entitlements.

Sale process update.

Approval to procesd to Court for extansion of ime to convene the
Second Mestings of Creditors.

a Approval of Administrators’ remqneratinn subjact to approval from the
Court.

16 January 2002 Lt Update on administration matters genstally.

b O Sale process update.
a Approval of Administrators' remuneration.

We wish to thank the Committees of Creditors of the Ansett Group companies for
assisting us on various issues, some at short notice, in what continues to be an
extremely complex administration.

Further meetings of the Committees of Creditors will be held until the conclusion of
the administrations of the Ansett Group companies. Under the proposed DOCA, we
intend to continue with the Committees of Creditors.
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8.4 Court Applications

We have made a number of applications to the Court. Amold Bloch Leibler has
acted as our lawyers In making those applications and in other matters. These
include the following:

. Ahplication for Extension of Time for L.ease Liabilities under Section 443B.
« Application by Intrepid. '
« Application re the Adminlstration of AANZES.
« First Application for Extension of Convening Period.
» Application re Return of Aircraft Protocol.
+ Application to Appfove Proposed Memorandum of Understanding.
a « Application by Hazslton Group Administrator fbr Apportionment.
» Application re Superannuation.
» Application for Approval of Commonwealth Government Loan ($195m Issue).
 Application for Approval of Administrators’ Remuneration.

« Application for Approval of Method of Distribution of Notices of Creditors
Mesting. :

The Court has dealt promptly and expeditiously with the applications made by us
and other stakeholders in the administration, particularly over the Christmas
vacation.

Below is a brief summary of the applications, the reasons why they were made and
their outcome. Further detailed information on a number of these applications can
be obtained from the websites http:/;www.ansett.com.aufadministrator or
http:f/www.abl.com.auladministrator. :

8.4.1 Application for Extension of Time for Lease Liabilites under Section 4438
(Proceeding no. V3031 of 2001} _

The Act gives the Administrators [Section 443B(2)] a period of seven (7)
& days to use property in the possession of the Ansett Group owned by others
without being personally liable to pay for its use. The Administrators could
not within the seven days determine whether it was in the interests of the
Ansett Group to continue occupying or using the property.

The Ansett Group caried on business throughout Australia and.
internationally. The Ansett Group leased more than 350 properties. The
Ansett Group also leased aircraft and other aviation assets. :

" w ’ .
) * S @
i : ANDERSEN
_ Page 64

Flying for Australia.




ANSETT GROUP (ADMINISTRATORS APPOINTED)
FIRST REPORT BY ADMINISTRATORS

In these circumstances, the Administrators applied for, and the Court
provided, a brief extension of time for the Administrators to determine
whether they wished to continue occupying or using the leased property
without becoming personally liable for doing so. The Court also required the
Administrators to provide access to owners of aircraft to flight books,
manuals and records and to inspect aircraft.

8.4.2 Application by Intrepid (Proceeding no. V3030 of 2001)

Intrepid is the owner of a Boeing 727-277F Aircraft {"Boeing Aircraft") which

was in the possession of the Ansett Group at the commencement of the

administration. Part 5.3A of the Act contains prohibitions against owners of

property in the possession of or being used by the Ansett Group from

: reclaiming that property without the consent of the Administrators or by

Court order. Intrepid applied for a court order to reclaim the Boeing Aircraft.

After the proceedings had been issued, we decided that it was not necessary

for the Ansett Group to retain possession of the Boeing Alrcraft. An

agreement was reached to terminate the aircraft lease and return the Boeing
Aircraft to Intrepid.

8.4.3 Appiication re the Administration of AANZES (Proceeding no, V3036 of 2001)

Following our appointment, it became apparent that one of the Ansett
subsidiaries, AANZES, should have been previously placed into voluntary
administration along with the other Ansett Group companies. We applied for
and obtained ieave of the Court to accept appointment as Administrators of
AANZES,

8.4.4 First Appication for Extension of Convening Period (Proceeding no. 3034 of 2001
and proceeding no. 3052 of 2001 in refation to AANZES)

The Act sets out a relatively quick process for convening the Second
Creditors Meeting. Normally, the Second Creditors Meeting takes place
within about one month after the start of an administration. But it soon
became clear to us that it would not be possible to convene the Second

Creditors Meeting in such a short time and & number of applications were

made 1o the Court to bring the entire Ansett Group into line with the timing of

the Second Creditors Meeting. The period of time for the holding of the
meeting was extended so that the meeting must be held by 29 January 2002,
This developed over three separate applications to the Court.

"
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8.4.5 Application re Retum of Aircraft Protocol (Proceeding no. V3035 of 2001).

At the start of the administration, the Ansett Group had 133 aircraft with the
maljority of the aircraft either owned or financed by lessors or financiers.
Because of aircraft legislation and the need to ensure on-going maintenance
and safety, returning aircraft to owners and lessors is a highly complicated
and expensive process. In these circumstances, we sought directions from
the Court for a general policy of dealing with the orderly return of aircraft to
their owners. .

After the proceedings commenced, the owners of the aircraft met with our
staff to reach an agreement without the assistance of the Court. The
proceedings have been adjoumed to allow those discussions to continue.

' 8.4.8 Application to Approve Proposed Memorandum of Understanding
é (Proceeding o 3045 of 2001) -

As set out above, we compromised the Ansett Group's claims against the Alr
New Zealand Group for, amongst other things, a cash payment of $150m,

The Alr New Zealand settlement was negotiated at "break neck speed”. At
the fime of the settlement, it was not possible for us to obtain detailed legal
advice concerning the rights of the Anseft Group against the Air New
Zealand Group, except for those which may have accrued under a Letter of
Comfort,

tn these circumstances, the Administrators made an application for approval
of the Memorandum of Understanding. This was granted by the Court on
8 October 2001,

8.4.7 Application by Hazelfon Group Administrator for Apportionment
(Proceeding no. 3051 of 2007)

The Hazelton Companies, as controlled entities of the Ansett Group, were
required to settle their various claims against the Air New Zealand Group for
an amount to be determined either by agreement or by Court Order.

_ A dispute has arisen between the Hazelton Administrator and the
Administrators as to what proportion of the $150m recovered from the Air
New Zealand Group should be paid to the Hazelton Administrator.

The Ansett Administrators have paid the Hazelton Administrator $1.545m on
the basls that the Hazeiton Administrator cannot be personally liable to repay

" that sum. The dispute is ongoing. It will be determined by the Court unless
the parties can reach agreement.

8.4.8 Application re Superannuetion (Proceeding no. V3075 of 2001)

The Ansett Group has a number of separate superannuation schemes for its
employees ("the Superannuation Pians”).
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The Trustees advise that some of the Superannuation Plans provide that, if
an employee s retrenched, that employee is entitled to a special benefit on
termination of employment. The entitiement to the special benefit is
dependent upon a declaration being made by the employer that the member
has been retrenched. '

We are unable to make the declaration of retrenchment because it may
adversely impact upon the retumn available to the ordinary unsecured
creditors. An application has been made to the Court o determine the
declaration of retrenchment question and related issues. These matters
have been adjourned to 8 February 2002. The superannuation funds are
claiming that there is a shortfall of about $80m.

8.49 Application for Approval of the Commonwealth Govemment Loan - the $795m Issue
“ (Proceeding no. V3083 of 2001)

An agreement in principle was reached between the Commonwealth
Govemnment and ourselves in which the Commonwealth Government would
advance safety net payments to redundant Ansett employees of arrears of
wages, unpaid members superannuation contributions, annual and long
service leave, and redundancy of up to eight (8) weeks estimated at $195m,
We would provide redundant employees payment in lieu of notice of between
4-5 weeks estimated at $35m.

In the absence of an Order of the Court, if we did borrow the money, there
would not be a right of indemnity over the assets of the companies to repay
the borrowings. In these circumstances, the Commonwealth Government,
the unions and ourselves applied to the Court for directions and orders to the
effect that it was appropriate for us 1o enter into & loan agreement to enable
SEESA payments to redundant employees and for that borrowing to be
repaid with a priority equal to that given to employeses in a winding up. The
Court made these directions on 14 December 2001, ' '

8.4.10 Application for Approval of Administrators’ Remuneration
{Proceeding no. V3065 of 2001}

& Ordinarily, the Administrator’s remuneration is approved by a resolution of

the company’s creditors at a meeting of creditors. However, because of the
delays in holding the second meeting of the Ansett creditors as a result of the
size and complexity of the Ansett administration, the Administrators made an
application to the Court seeking, on an interim basis, the Court to fix the
remuneration to which the Administrators are entitled for the period from the
commencement of their appointment on 17 September 2001 until 15 Oclober
2001 (inclusive).

Based on the information provided to the Court, including detailed accounts
of work performed by Andersen on the Ansett administration and the reduced
hourly rate of Andersen employees, the Court approved the Administrator's
remuneration for this penod
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The Court also established a mechanism for the approval of the
Administrator’s future remuneration such that the future remuneration may be
fixed by a resolution of the Committees of Creditors passed after the
members of the Commiittee of Creditors received 7-days notice of the amount
of the remuneration claimed and details of the manner in which that amount
is comprised and calculated.

The Initial Administrators also made an application to the Court for approval
of their fees from the commencement of their appointment as Administrators
on 12 September 2001 until their resignation as Administrators on 17
September 2001 of approximately $1,084,180. On 16 January 2002, the
Court delivered its judgment approving the Initial Administrator's fees.

8.4.11 Application for Approval of Method of Distribution of Notices of Creditors Meeting
& (Proceeding no. V3106 of 2001) -

Under the Act and Corporations Act Regulations, all creditors including,
Global Rewards members, Golden Wing members, unused ticket holders,
employees, lessors and ordinary trade creditors are entitled to receive written
notice of the Second Creditors Meeting together with a report, statement of
recommendations, proxy forms, and a draft DOCA.

We were required to obtain an estimate of the cost of sending all of the
documents by post. We were advised that this would cost about $28m. In
these. circumstances we sought and obtained an Order from the Court not to
post all of the documents.

We also sought an exemption from the need to send out any Notice by post.
But the Court, in balancing our desire to avold wastage and the need to
comply with the legislative framework, required a one page Notice to be sent
to all creditors. As well, we were required by the Court to extensively
advertise the date and place of the Second Creditors Meeting and maintain -
the websites and a hotline. This was a substantial saving to the creditors of
the Ansett Group.

: & 8.4.12 Potential Further Applications

Further applications to the Court may be made to facilitate the Tesna sale
transactions before 31 January 2002,

8.5 Administrators’ Remuneration

The details of this report demonstrate the size, complexity and difficulty of the
administration of the Ansett Group.

During the last four months we have had up to 80 staff working full-ime on the
Ansett administration, with another 120 staff working less than full time. These staff
have controlied the operations of every area of the Ansett Group.

Attached at Appendix 6 is a series of organisational structures outfining the various
areas of responsibility for some of our staff.

+ ® . .
A _ °ANDE_REEN
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- Staff involved in the Ansett administration are from the following Andersen servica
lines:

Corporate Recovery Services.

Corporate Finance.
Real Estate and Hospitality Services Group.
Audit & Business Advisory Group.

Risk Consulting (IT).

Tax.

Attached at Appendix 7 are the major tasks managed and executed by each of
these service lines.

An application was made to the Court for the approval of the Initial Administrators’

and our remuneration,

Our remuneration does not include costs and expenses

incurred by us with our professional advisors including our lawyers, Arold Bloch
Leibler and Andersen Legal.

The Andersen hourly rates are approximately 35 per cent below rates normally
charged by the Firm. The hourly rates used in the remuneration calculation is as
follows:

Director

Manager
Senlors/Staff

Support

374 282
269-344 231
200 88-1 ?4
102 89

* Rates for Melboume staff shown. Ratos for other states are both higher and lowsr than the Melbourne rates

The status of our rermuneration to date is as follows:

1 Sar 21 | 3921 App b ourt
28 September 2001 1,012476 | Approved by the Court
& Octobar 2001 1,007,268 | Approved by the Court
12 October 2001 981,805 Approved by the Committees of Creditors
18 QOctober 2001 978,519 Approved by the Committees of Craditors
Page 69 ANDERSEN
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2 ober 2001
2 November 2001
9 November 2004
16 November 2001
23 November 2001
30 November 2001
7 December 2001
14 December 2001

Ay

866,701
748,376
764,881
785,808
718,272
735,668
635,656

870,416

vad tho Committees of Crors
Approved by the Committeas of Creditors on 16 January 2002
Approved by the Commitiees of Creditors on 16 January 2002
Approved by the Committess of Craditors on 16 January 2002
Approved by the Committees of Cradltors on 16 January 2002
Approved by the Committess of Creditors on 16 January 2002
Approved by the Committees of Creditors on 16 January 2002
Approved by the Committees of Creditors on 16 January 2002

We will be seeking that further remuneration for the period before 29 January 2002
be approved at Part 1 of the Second Creditors Meeting. The protocol for the

payment of future remuneration will be in accordance with Justice Goldberg's
orders.

Flying for Australa.
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9. Estimated Returns to Creditors

The retum to creditors is determined by estimating the realisable value of the assets ofa
company and deducting the value of the priotity creditors (such as the costs of the
administration and employee entitlements) to determine the funds that will be available to
be distributed to unsecured creditors.

The Ansett Group comprises a large number of businesses and companies with many
inter-relationships. This leads to a significant number of complexities when estimating
the possible return that may be available to creditors. .

At Appendix 8 is a preliminary assessment of the book values of the assets and ligbilities
of each Ansett Group company as at the date of the appointment of the Initial
_Administrators. This provides creditors with an indication of the relative ‘size’ of the
Ansett Group companies. The financial information maintained by the Ansett Group was
not fully updated at the time of our appointment. Considerable work continues to be
undertaken to update this information.

Significant investigations are being undertaken on:
« Whether the ownership of the assets are recorded in the correct company.
+ Whether the liabilities are recorded in the correct company.

e Whether charges for the provision of benefits have been properly ralsed by one
company inthe Ansett Group to another. ' :

+ The relative entitlements of companies to share in the Alr New Zealand settiement.
« The existence and offect of any class orders.
 Whether interest has been charged on loan account balances.

e The likely recovery of the various intercompany loan accounts. This includes the
recoverability of the intercompany loan accounts from companies within the Ansett
Group that are not currently in administration or are located overseas.

s The contingent assets and liabilities that may exist (such as cross guarantees given
by companies of the Ansett Group for other companies in the Ansett Group).

» The potential value of contingent liabilities (such as the liability for Global Rewards).

If the sale to Tesna does not complete, It is likely that there wili be a shortfall in
meeting employee entitlements and there will be no return to the unsecured
creditors.

If the sale to Tesna completes and if all of the assets and liabilities of the Ansett
Group companies are pooled, a dividend to unsecured creditors of between zero
and 5 cents in the dollar Is possible. There is a chance it could be higher. The
amount of the dividend is dependent upon the amount realised for the aircraft flest
and the final value of the total unsecured creditors. Prior to Part 2 of the Second
Creditors Meeting, we will provide creditors with a detailed analysis of the likely
dividends on a consolidation and on a company-by-company basis.

ANDERSEN
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This table provides broad estimates of potential returns to creditors based on currently
available information:

% e e

Estimated Realisations

Debtors, Other Receivables and Alr New Zealand Settiement 261
Assets Sold to Tesna : : 270
Surplus Property : 15
Ansett Alrcraft — Owned and Finance Leases with Equity 930
Spare Englnes, Rotables and Consumables - 100
Regienal Altines (Business and Ajrcraft), Englneering and Other Assets 50
Total Estimated Realisatlons 1,626
Estimated Payments

Payouts on Finance Leases with Equity {830)
Asset Management and Wind Down Costs (75)
Back Office, Ovarl'gaads and IT costs : {78)
Mainline and Reglonals’ Trading Losses {25)
Costs Post-Settlement (50)
Valuatlon, Consulting, Legal, Administrator’s Fees and Expansas (59)
Tota! Estimated Payments (810)
Surptus before Employee Entitlements 716
Employea Entittements -

Total Employee Entittements (for 15,000 employees) _ {730y
Less — Transfers to Tesna _ 244
Less- Transfers on Sale of Regionals, Engineering & Cther Businesses 41
Add — Contingencles {For averaging and employee numbers etc) R 1))
Add — Possible Shortfall of Other Entitiements (e Superannuation and Taxes) (119)
Total Employee Entitlements _ | {625)
Estimated Net Realisations Avallable for Craditors 1]
Estimated Unsecured Creditors after Employes Entilements (1.977)
Estimated Return to Creditors (cents per §) & cents

-« ’ *
R
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The estimated total potential claims by unsecured creditors is as follows:

Unsecured Creditors
‘Trade Creditors 300
Revenue Paid In Advance 270

Banks '

- Loans and Overdrafts 115
- Bank Guarantess 25
- Hedge Losses 27
Global Rewards 140
Lease Creditors 27
Taxes :

- ATO (Revised Assessments) 66
- GST & other taxes 4
Inter-company L.oans (Companies Not In Administration) 20
Other Creditors 208
Amounts Clalmed as Owing by Air New Zealand 310
Less: Amounts Agreed Not to Claim (310}
Total Creditors {Before Alrcraft Credltors) 1,202
Alrcraft Crediters
- Aircraft Finance Leases Without Equity 230
- Operating Leasa Liabilities (total payable approx. $1.1b) 350
- Other Aircraft Lease/l.oan Guaranteas 195
Total Alrcraft Creditors 775
Total Potentlal Linsecured Creditors 1,077

* ’ *
*
ANDERSEN
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The total value of all creditors of the Ansett Group is summarised below:

All Potentlal Creditors

Employee and Other Entitlements 849
Unsscured Creditors, excluding Alrcraft 1,202
Payments on Finance Leasss with Equity 630
Alrcraft Creditors o 775
Total All Potentlal CNdﬁom 3,456

d Basls of Proparation of Calculations In Above Tables

‘Ihe estimated retum 1o creditors ks based on valuations, estimates and assumptions, many of which are commercially
sensitive at this ime, For this reason, they have not been detailed In this report.

. The total cash currently held by the Administrators is $231m.

~Summary

The Ansett Group is very bomp[ex. There are many variables that can have a significant
effect on the ultimate return. For example;

s Number of retrenchments made,

e Losses on aircraft leases. Given a fleet cost in excess of $2b, even a 10%
movement is $200m. '

» Liabilities by company could vary significantly because of very complex .croés
guarantees, financing arrangements and class orders.

+ Realisation of asset values,
a + Costs which unavoidably continue.
As indicated, these outcomes assume that ali of the assets and liabilities of the Ansett

Group are consolidated. There are likely to be varying retumns for cred:tors of different
companies If each company is treated separately.

ANDERSEN
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"
T

Below is a matrix that indicates the return to creditors assuming varying levels of overall
reallsations and total unsecured creditors.

T I o e 2

2,600 0.0c 200 - 6.0c 8.0c
2,250 0.0c 2.20 440 8.7c 8.9¢
2,000 0.0c 2.5 78¢ | 100c
1,750 0.0c 2.9¢ 86c | 114c
1,500 0.0 3.3c 67¢ | 100c | 133c

It is premature to recommend to creditors whether some or all of the assets and liabilities
of the Ansett Group should be pooled. A further report will be provided to creditors
before Part 2 of the Second Creditors Meeting. This further report will outline the results
of our further investigations and our opinion on whether the Ansett Group companies
should enter into a DOCA and the terms of that DOCA. '

The timing of the payment to creditors is likely to be as follows:
» Employees: Payment during 2002,
e Unsecured creditors: Initial dividend in 2003 with a further dividend in 2004.

ANDERSEN
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10. Proposed Deed of Company Arrangement

This is a summary of the outline to the DOCA, which is attached at Appendix 9. We
.stress it Is a working draft outline that is included to comply with the Act and is for
discussion purposes with creditors. '

The primary objective of the DOCA is to give certain Ansett companies the election to
poo! all of the assets and liabilities of each company in the Ansett Group into one
company.

In the Memorandum of Understanding between ourselves, the Hazelton Administrator
and the Air New Zealand Group dated 3 October 2001, we agreed to take all reasonable
steps to pool the assets and liabilities of the Ansett Group. We also agreed to consider
pooling the assets and liabilities of the Ansett Group in the agreement reached with the
& Commonwealth in relation to the SEESA payments.

The process of pooling occurs where two or more companies in a group are treated as if
they were one so that for the purposes of the administration, the assets and liabilities of
all the companies In the Ansett Group are treated as belonging to the one company.
Pooling attempts to overcome legal and accounting difficulties by separating interwoven

~ companies to allow an equal distribution of assets to creditors. Pooling has traditionally
been available in circumstances where there has been an intermingling of funds in a
manner which makes their separation practically impossible.

Pooling may be appropriate for many of the companies for a number of reasons
including: '

o Distributing the $150m lump sum payment from Air New Zealand (net of any
Hazeiton payments). :

s Distributing the proceeds of sale from the Tesna transaction.
« The large internal inter-company loan accounts of the Ansett Group.
« Potential claims between companies in the Ansett Group.

Thereafter the DOCA contains special provisions for all participating creditors claims of
the pooling companies to be paid on a pro rata basis from the company that receives all
of the assets. The priority of payment follows the order of priorities that would apply in a
winding up. Funds generally are applied:

¢ Firstly, to pay the Administrators’ costs and expenses,
s Secondly, to pay secured creditors their priority entitlements,
« Thirdly, to pay retention of title creditors their priority entitlements,

» Fourthly, to pay empioyees in relation to their entitiements and the repayment to the
Commonwealth Govemment of SEESA funds and superannuation funds (if there is a
shortfall and if that shortfall would be entitied to a priority on & winding up),

« Finally, to pay ordinary unsecured creditors on @ pro rated basis.

ANDERSEN
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The claims of particular classes of creditors such as lessors, aircraft lessors, retention of
title creditors, licensor creditors, coupon creditors and Global Rewards creditors would
have their own specia! regime which is Intended to be equitable and speedy. That
regime has not been finalised.

The DOCA also contains provisions to help facilitate a smooth and orderly sale of the
mainline business to Tesna.

Creditors should carefully read the outline to the DOCA and treat it as a worktng draft |
document,

We stress the outline of the DOCA is incomplete and we intend to consuit with the
Committee of Creditors and creditor representatives to finalise its terms.

-Before voting on the DOCA, creditors of each Ansett Group company will have a full
“ explanation of the implications of pooling to them.

" .
. - ]
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11. Adminlstrators’ Opinlions

This opinlon is in relation to the Ansett Group (excluding Aeropelican, Skywest Alrllnes,
Skywest Aviation, Skywest Jet Charter and Skywest Hoidings). Separate reports and
opinions under Section 439A of the Act have been prepared for those companies in
anticipation of the Second Credifors Meeting for those companies being held on 25
January 2002,

We, Mark Korda and Mark Mentha, as Administrators of the Ansett Group, have formed
the opinion, having regard to the information available to us, that it would be in the
interests of the creditors of each Ansett Group company to approve the sale of the
Ansett mainline airdine to Tesna, as described in this report, at Part 1 of the Second
Creditors Meeting on 29 January 2002,

The reasons for our opinion:
* The sale to Tesna provides the best possible retum to creditors.

¢ The sale to Tesna best achieves the objects of Part 5.3A of the Act as it maximises
the chances of the Ansett Group, or as much as possible of its business, continuing
and results in a potentially better return for the creditors than would resuit from an
immediate winding up.

e ‘The sale to Tesna enhances the opportunity for a number of other Ansett businesses
continuing given their interiinking with the Ansett mainline alrline business. These
include the regional airlines and the engineering business.

o The sale to Tesna will result in & better return to creditors than a winding up as it:

o Maximises the chances of a large number of employees maintaining
employment, thereby avoiding significant redundancy costs. This applies to the
mainline airline, the regional airlines and the engineering business.

o Provides a window of opportunity for holders of Global Rewards creditors to -
obtaln some recognition for their points through an operational airiine, rather than
claiming in a subsequent DOCA,

a Provides an opportunity to improve the equity in certain aircraft subject to finance
leases and together with a mechanism for unlocking that equity.

o Reduces unsecured creditors through assigning various aircraft finance and
operating leases. -

o Creditors will be given an opportunity at Part 2 of the Second Creditors Meeting
to consider how the proceeds of sale should be divided amongst the Ansett .
Group.

 We are also of the preliminary opinion that it may be in the interests of creditors of the
Ansett Group to execute 8 DOCA as broadly described in the attached draft statements
prepared pursuant to Section 439A(4)(c) of the Act. But it is still premature for us to
express a fina! opinion on the proposed DOCA pending further investigation into the
Ansett Group. ' :

¥
L

\
. >
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We are also of the preliminary opinion that a DOCA generally may minimise legal and
administration costs, simplify the process and faciitate the sale of businesses and
assets, .

Therefore, it is our opinion that It would not be in the interests of creditors for the
administrations to end. If the administrations end, the Ansett Group would be
returned to the control of the Directors in circumstances where the Ansett Group
is insolvent.

Further, it is our opinion that it would not be in the interests of creditors for the
companies to be wound up at Part 1 of the Second Creditors Meeting. Our
preliminary opinion Is that a winding up will be more costly than a DOCA. The
_appointment of a liquidator may cause rights of the Ansett Group to be terminated.

Finally, we are presently unable to determine whether there are any Liquidator
' claims that may justify the winding up.

Therefore, after completing the business scheduled for the Second Meetings of Creditors
on 29 January 2002, it would be in the interests of creditors to adjourn the meetings for &
period of up to 60 days to enable us to provide a further report to creditors on the
proposed pooling DOCA to be voted on at Part 2 of the Second Creditors Mesting.

Dated this 16" day of January 2002.

A 7T
s s "

MARK A KORDA MARK F MENTHA
Administrator Administrator

* f’
- . .
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501 Swanston Street Pty Ltd
(ACN 005 477 618)
Airport Terminals Pty Ltd
(ACN 053 976 444)
Aldong Services Pty Ltd
{ACN 000 258 113)
Ansett Aircraft Finance Ltd
(ACN 008 843 276)
Ansett Aviation Equipment Pty Ltd
{ACN 008 559 733}
Ansett Australia Limited
(ACN 004 209 410}
Ansett Australia and Alr New Zealand
Engineering Services Limited
(ACN 089 520 696)
Ansett Australia Holdings Limited
_ {ACN 004 216 291}
" Ansett Carts Pty Ltd
(ACN 055 181 215)
Ansett Equipment Finance Limited
(ACN 006 827 989)
Ansett Finance Limited
{ACN 006 555 1686)
Ansett Holdings Limited
(ACN 065 117 535}
Ansett international Ltd
(ACN 060 622 460)
Bodas Pty Ltd
{(ACN 002 158 741)
Brazson Pty Ltd
(ACN 055 259 008} :
Eastwest Airlines (Operations) Ltd
(ACN 000 259 469)
Eastwest Airlines Ltd
(ACN 000 063 972)
. Kendell Airlines (Aust) Pty Ltd
(ACN 000 579 680)

& L3
©
#
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LISTING OF COMPANIES FOR WHICH THIS REPORT HAS BEEN PREPARED

Morael Pty Ltd

{ACN 003 286 440)

Northern Alrlines Limited

(ACN 009 607 069)

Northern Territory Aerial Work Pty Ltd
(ACN 009 611 321)

Rock-}t-Cargo {(Aust) Pty Ltd

{(ACN 003 004 126)

Show Group Pty Ltd

(ACN 002 968 989)

South Centre Maintenance Pty Ltd
(ACN 007 286 660)

Spaca Pty Ltd

(ACN 006 773 593)

Traveland Pty Lid

(ACN 000 240 746)

Traveland International Pty Ltd
(ACN 000 598 452)

Traveland International (Aust) Pty Ltd
{ACN 000 275 936}

Traveland New Staff Pty Ltd

(ACN 080 739 037)

Waigali Pty Ltd

(ACN 058 258 921)

Westintech Limited

{ACN 009 084 039)

Westintech Nominees Pty Ltd
(ACN 009 302 158)

Whitsunday Affairs Pty Ltd

(ACN 009 694 553)

Whitsunday Harbour Pty Ltd
(ACN 010 375 470)

Wridgways (Vic) Pty Ltd

{(ACN 004 153 413)
Wridgways Holdings Ltd

(ACN 004 449 085)

(All Adminlstrators Appointed)
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Company ACN e -',,ﬁm"?mn |
501 Swanston Steeet Pty Limited (Administrators Appointed) 005477618 14 Sept 01 17 Sept 01
Acropelican Air Services Pty Limited (Administrators Appointed) 000 653083 128ept 01 17 Sept 01
Airport Terminals Pty Limited (Administrators Appoinied) 053976444  14ScptG) 17 Sept0l
Aldong Services Pty Limited (Adminisiraors Appointed) o 000258 113 14 Sept 0 17 Sept 01
Ansett Aircraft Finance Limited (Adminlstrators Appointed) 008 643276 14 Sept 01 17 Sept 01
Ansett Australia and Air New Zcaland Engincering Services Limited 089 520 696 NA 3 Oct D1
(Administrators Appointed)
Ansett Australia Holdings Limited (Administrators Appointed) 004216291 12 Sept 01 17 Sepr 0!
Ansett Australia Lizaited (Administrators Appoinled) 004 200410 12 Sept 01 17 Sept D
Ansett Aviation Equipment Pty Liraied (Administrators Appointed) 008 559733 14 Scpt 01 17 Sepr 01
Ansett Carts Py Limited (Administrators Appointed) 005 181215 )4 Sept 01 17 Sept 01
Ansett Equipment Finance Limited (Administrators Appointed) 006827989 14 Sept0T 17 Sept
‘ Ansett Finance Limited (Administrators Appointed) 006 555166 14 Sept 01 17 Sept 01
Ansett Holdiogs Limited (Administrators Appointed) 065 117535 12 Sept 01 17 Sept 01
Ansett Intemational Limited (Administrators Appointed) 060 622460 12 Sept01 17 Sept 01
Bodas Pty Limited (Adminisirators Appointed) 002158741 12 Sept 01 17 Sept 01
Beazson Pty Lmited (Administrators Appointed) 055259008 14 Sept 01 17 Sept 01
Bastwest Airlines (Operalions) Limited (Administrators Appointed) 000250469 14 Septdl - 178wl
Castwest Aiflines Limited (Administrators Appointed) 000063972 14 Sept 01 17 Sept 01
Kendell Airlimes (Aust) Pty Limited (Administrators Appointed) 000 579 680 - 12 Sept O} 17 Sept 01
Moracl Pty Limited (Adminisirators Appointed) 003 286440 14 Sept 01 17 Sept 01
Naorthern Airlines Limited (Administrators Appolnted) 009 607 069 14 Sept 0} 17 Sept O}
Northern Territory Aerial Work Pty Limited (Administraors Appointed) 009611321 14 3ept0) 17 Sept 01
Rook-1t-Cargo {Aust) Pty Limited (Administrators Appointed) 003004126  14%cpt0l 17 Sept 0l
Show Group Pty Limited (Administrators Appointed) 002 968989 12 Sept O 17 Sopt 04
Skywest Airlines Py Limited (Administrators Appointed} 008 997 662 12 Sept 01 17 Sept 01
Skywest Aviation Limited (Administratars Appoimled) 004 444 566 . 14 Sepr 01 17 Sept 03
Skywost Holdings Pty Limited (Administrators Appoinied) 008 905646 14 Sept 01 17 Sept 01
Skywest Jet Chaster Pty Limited (Administratory Appointd) 008 800155 14 Sept 01 17 Sept 0
South Centre Maintenanoe Pty Limited (Administrators Appointed) 007 286660 12 Sept Ot 17 Sepl 01
’ Spaca Pty Limited (Administrators Appointed) ' 006773593  14Sept0l 17 SeptOl
Traveland Interational (Aust) Pty Limited (Administrators Appointed) = 600 275936 14 Sept 0l 17 Sept 01
Traveland Infernational Py Limited (Adninistrators Appointed) 000 598452  123epi 0L 17 Sept 01
Traveland New Stafl Pty Limited (Administrators Appointed) T 080739037 14 8ept 0! 17 Sept 01
Traveland Pry Limited (Administrators Appointed) : 000240746  12Sept0h. 17 Sept0]
Walgall Pty Limitsd (Administrators Appointod) 055258921 14 Scpt 0l 17 Sept 01
Westintech Limited (A diministrators Appointed) (09084 039 14 Septdl 17 Sept Ot
Westintech Nominees Pty Limited (Administrators Appointed) 009302158 14 Sep Ol 17 Sept 0}
Whitsunday Affairs Pty Limited (Administrators Appointed) 009694553 14 Sept O (7 Sept 01
Whitsunday Harbour Pty Limited (Administrators Appointed) 010375470 14 Sept 01 i7 Sept 01
Wridgways Holdings Limited (Administrators Appointed) 004 449085 14 Sept 01 17 Sept 01

Wridgways (Vic) Pty Limited (Administrators Appointed) 004 153413 14 Sept (_]l 17 Sept 1
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1968

1920

1921

1927

1928

19231

1933

Ansett
Milestones

On 13 February Ansett Alrways Pty Ltd's founder Reginald Myles Ansett was bom
at Inglewood in Victoria, The family moved to Melboumne in 1914, After Warld War
| they bought a knitting factory which they renamed Ansett Kniltting Mills, moving [ Y
it to Seymour in central Victoria In the 1840s, The company wes sold in 1974, but - )

continued operating as Ansett Knltting Mills until 1882 . Reginald Myles Ansett

In November the Federal Government passed the "Alr Navigation Act” for the regulation of Australia's
emerging aviation Industry and allotted its first air route, Geraldton to Derby, to the newly-formed
Western Australla Airways, which started Austraila‘s first regular alr servica the foliowing year.

On § December, Western Australlan Alrways Ltd,, which had been formed on 29 August, began Its
Geraldton-Derby service, using Bristol 28 Tourer bi-planes. This was the first operation for an Ansett- .
ralated alrline.

Guinea Gold began flying in Papua New Gulnes, was Incorporated as Guinea Airways in 1928, and
cantinued flying there until the war. It later became Alrlines of South Australia,

Wastern Australia Alrways launched Australia’s flrst Interstate airmail service to bring the seamail from
Perth to Adelalde, refuclling at Fomast,

In Wastern Australla $ir MacPherson Robettson and

Captaln Horrie Miller, the owner of Commercisi Aviation Company,

founded MacRobertson Miller Avlation. s inaugural fiight with a

DHE0 from Melbourne to make the first landing st Adolalde’s new AVIATION CO. LTD.
Paraflekd Airport launched sefvices between Adelaids, Renmark,

Mount Gambler and Broken Hill.

Sir Charles Kingsford Smith and Chartas Uim founded the first Australian National Alrways and began
filghts between Sydney and Brisbane with the Avro Tens and ater the Southern Cross, but the operation
oventually fatled. '

Reg Ansatt sek up his one-man taxl servico, using a second-hand Studebaker to carry passengers and
frelght between the Victorian towns of
Hamilton, Maryborough, Ballerat, snd leter
Melbourne. The road operation became
known Bs Ansatt Rosdways, serviced by
the workshops of Ansett Motors at
Hamlivon,

Ak v AL IANTE BT v ML
A T o wbSneT, ¥
lb-l-%-l'hr-w 30!‘.
“-.‘ Culr, LW 2w duily. ARSETT
& Nidvd, P ROADWAYS

R.M. Artsott with Studebaker
Reg Ansett, now licensed to fly; bought a 0o :
Havilland Gipsy Moth aircraft. In Tasmanla Mr L.
McKenzie-fahnsan began an alrmall service botween Launceston and Flinders Island, using & Desoutter
Mark il monoplans, The alrcraft, which could carry two passengers, is on dispiay today at Launceston
slrport. Withla & few months, Victar Helyman, of the Tasmanian shipping family William Holyman & Sons,
began to aperate a De Havilland 83 Fox Moth in competition. Without sufficlent business to support the
twa alriines, the two pilots soon merged their operations to become Tasmanian Aerlal Services on

1 Detober. .

Robert Menzles, then Victoria's Attorney-General, introduced a biil, *The Transport Regulations Act 1833%
1o prohibit road services from compating with Vigtoria's rajbways.

-
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Ansett Milestones

1934

1935

1938

Reg Anselt hought & second Studebsker for hls road service. His first driver, Colin MecRonald, becams an
Ansatt executive, and was with the company untll 1974,

When Mr johnson left Tasmanlan Aerigl Services to join Tasmanian charter company Matthews Aviation,
Victor Holyman and his brother Iven renamed the alriine Holyman Alrways Pty. Lid. Victor died later that
year when his DHSE crashed near Wiisons Promontory In southern Victoria.

MMA won the mall contract between Perth and Dally Waters, & 2,252 mlle journey via Carnarvon, Broome
and Ord River, to Hnk up with the Empire Alrmalt Service 1o Great Britaln.

Reg Ansett, with his brother Jack, flew the Porterfield in the Brisbane-
Adelalde alr race, held 16-18 December, won the handicap section,
and used the ES00 prize to buy an Alrspeed Envoy the following year.
The Porterfield Is still In flying condition today, owned by a collector
in Queensiand,

On 26 December, Ansett flew his Glpsy Moth to Sydney where he bought his first commercial aircraft, a
single-englne Fokker F-X1 Unlversal, for £1000, A spare engine was bought later.

Angmit's first passengers

Unable to resiew his road operation licences under the new Victorlan $tate Government lagislation, Reg

Ansett registered Ansett Airways Pty. Ltd, in lanuary, then rocruited his first pliot, Vern Cerche, and first

engineer, John Davies. He bought a Porterfleld, VH-UVH, which he used to teach fying and to fly around

properties selling Ansett Alrways shares to local pastorafists. Charles Snook founded Alrlines (WA}

Limited. .

On 17 February Ansett Alrways mada Its first flight, frorn Hamilton to Essendon, operated by pilot Vemn

Cerche fiying Fokker 4 Unlversal VH-UTD. Its passengers were Mr K.E. Bam, Mr H.E. Helne,

Miss E.T. Lascelles, Mrs W.R. Pearson, Miss A. Shields {(who then took the raturn filght to Hamiiton), Mr L&,

Simpson, Mr K.M. Wilson and Reg Ansetl, Thiz was the beglnning of a ragular weskday service. Later in
the year, Ansett bought an eight-seat Airspeed Ervoy, and began

Hamliton-Sydney services. .
To supplement the airline's samings, Reg Ansett ran a fiying school at
. Hamilton and at weekendds barnstormed, with joy flights and parachuting.

On 25 May he won anh important govamment mail contract.
The Holyman family decided to expand Holyman Airways. The capital for the now company, Australian
Natlonal Afrways Pty Limited (ANA), was provided by shipping companies Holyman Shipping, Huddart
Parker, Union Steam and Adelaide Steam.
On 1 luly the second Australlan Natlonal Atrways (ANA) was formed from Holyman Alrways and Adelaide
Airways {which had the previousty year taken over Westem Avstralian Airways) and became Australias
dominant sirline. Alsa In fuly, in Lismore, George Robinson expanded inta Airlines of Australla, took over -
Rackhampton Aerigl Services and North Queensland Airways, and bacame ANAS major compstitor. In
New Gulnea, Mandated Alrliines took over W.R. Carpenter Afriines, formerty Pacific Aerial Transport,
On 1 January Alrlines of Australia Ltd. began operations, taking over tho operations of New England
Alrways Ltd.
nurin;s Decemnber, Gulnea Alrways acquired Holdens Alr Transport Service Ltd. (HATS), which was formed
In September 1932, -

~&—
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1937  On 14 April Ansett Alrwsys Limited was Incorporated in
Victoria as a public company, with an Issued capital of
€8,303, later issutng & further 135,000 £1 shares. Reg
Ansett moved his base and flying schoo! to Essendon
Alrport tn Melbourne, bought three 10-seat Lockhesd
L108B Electras (one of these, VHAUZO "Ansertes”, is the
only original Ansett sircrafi in exIstence, and is owned Lockheed 106 Electra
privately In Sydney) and launched new services - on
& September to Broken HIli, on 4 October to Sydney, and on 28 Novembsr Sydney-Adelaide with fuelling
stops at Miidura and Narrandera, bn its first year, Ansett Airways flew 895,883 miles and carried 12,624
passenhgers. o
Gulnea Alrways, with a Lockheed 108, began an Adelaide-Darwin service
to connect with the Imperial Alrways Emnpira Flying Boat Service bringing
the mail from Great Britein. H'U'QM
To bring Lniformity into laws to regulation aviatlon, the states agreed to w AKE SPRINGS
adopt the Commonweslth "Alr Nevigation Act 1920" which weuld be e i o gl vl
administered intrestate by the federal aviation authority. y
!
Ansett Airways Essendon Termine!

1938  ANA bought inte Alrlines of Australia. The two airlines inegrated their networks but continued to be
separate companles unti 1942 whon ANA bought the remalning Alrlines of Australla shares,

3 ANA made an unsuccessful atternpt to take over Ansatt Airways. ANA baught VH-ABR, a
Douglas DC-3 which Is still fiying today with the Ansatt Historical Society In ANA llvery.
MMA expanded with twa 10-passenger Da Havilland 885 and two 10-passenger Lockheed
Electra 108, .

1939  In February a fire st Ansett's Essendon hangar destroyed four alrcraft including the Fokker Universal, a
major setback to the airiine that was yet to show a prafit. Fortunately, on 4 july the Federal Giovernmeant
set up the Department of Civil Aviation with authority to subsidise airlines, and Ansett Alrways survived.

World War 1l

1940  Ansett Alrways bullt overhaul and component manufasturing
facilities at Essendon.

MMA handed over its South Australlen operations to Guinex
Alrways. It continued Its West Austratlan services through the war,
though most alrcraft were taken over by the RAAF,

1849  Ansett’s new facillties won It contracts with the Department of Alrcraft Production and United States
Sarvice of Supply to service, overhaul and convert alrcraft of tha RAAF and USAF flests, manufacture
spare englne parts, and repalr battle-damaged Allied planes.

The company pald Its first dividend. and continued to expand lts facllities.

1942  Anselt Alrways coased alf its regular services except Metbourne-Hamllton, and contracted with tha 1.5,
Army Air Corps to fly its personnel, mainly betwaen Melbourne and Townsville, but alse to Cairns and
Darwln and Australia-wide, using its two remalning Lockheeds, It particlpated in the evacuations of
Darwin and Broome following lapanese bombings.

ANAS four DC-3s were absorbed Into the RAAF and its pliots conscripted. Now under Government control
the ainine conductad coastal reconnalssence, evacuated eivilans from Papus New Gulnes and flaw In
troops and supplies, and continued services In Australia, From maintenance bases at Brisbane and
Essendon it serviced U.S. alreraft. )

1044  Anseft Adrways' wartime employes nurnbers peaked at 2000,

It bought Pioneer Tourlst Coaches Pty. Ltd, a road tourlng company founded by A.A, Withers in 1905
{acquiring few assets except the name}, and also bought Pravinglal Motors {formerly the Provincial
Roadways passenger service) which operated a service station and the Ford-Anglia car agency in BEendligo,

——
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Post-war

1648  Anselt Alrweys bought three Douglas C47s from
1.5, war dispasals In Manlia, converted them to
DC-3s, and resumed commerclal fiying operations,
although the Department of Clvil Aviation had
given its pre-war Interstate routes to ANA. After
manths of negotiation and fitlgation, Anselt was
finally granted the new interstate routes of
Melbourne-Mt Gambler-Adalaide and Melbourne-
Wagga Wagga-Canbarra and began these sarvices
on 5 February, On 16 August the Government,
intent on nationalising the airlines, passsd "The
Australan Airinos Act, 1945 o form the
Austrefian Kational Alrlines Commission to
adrminister all Interstate alrline operations and
affirm its contral of landings In the federally-
administerec Northern Terrltory, Australian Capital Ansett Alrways DC-3
Territory and Territory of Papua New Guines.

Ansett set up Ansalr Pty Ltd to take over its manufacturing division, shifting from making alreraft
components to coaches for Pionest's growing tourist operatlon and alrport buses for Ansett, ANA and
Qantas. Over the years 1t bulit the “Transett* and *flexibie Clipper”, and converted the Amerlcan "6.M,
Super Clippers” and “MC Super Crulsers” to right-hand drive.

MMA bought DC-3s.

1948  On 31 May Ansett Alrways, now with a share capital of £1 million, became a divislon of tha new Ansett

Transport Industries Limited (AT AT, at that time, consisted of Ansett Airways Pty, Ltd. Pioneer Tourist

Coachies Pty. Lid,, Pioneer Tourist Hotols Pty. Ltd.. Arsair Piy. Ltd. and Alr Express Pty. Ltd,

It set up Ansett Hotals to bulid and operata hotels to accommodate s Ploneer Tours passengers. in
December Ansett began Melbourne-Hobart flights. The Govemment set up the Austrailan
NMational Alrines Commission and the altline under Its control, Trans Austratla Alriines.
On @ September, TAA made its inaugural fiight with a DC-3 from Laverton, near
Melbourne, to Sydney, and began regular services on 7 October. Ansett and ANA were
now restrictad In imperting alrcraft and lost all their government business including

freight, public service

travet and mall to TAA, IT'S 8008 RUSINESS TO FLY ICPA
while the Government subsidised TAA, '&#
gave It preferred end free access 1o T¢ THE D.5.A

government facilities at airports for
which private airlines pald high cherges,
and did not require it to pay a dividend.
The Commission could monopelise a
route If It provided an “adequate airine
service®,

To develop an Australin-vancouver route
and break the Pan American Airlines
monopoly, the governments of Austratta,
New Zealand and the United Kingdom set
up Britlsh Cornmornwealth Pacific Alrines.
BCPAS first scheduled flight was Sydney-
Auckland-Fijl-Canton Isfand-Hawali-San Feancisco-Vancouver. it ieased DC4s from ANA untll buying Its
own alrcraft in 1948, and was eventuslly taken over by Qoentas,

in Tamworth, NSW, a syndicate led by former RAAF Wing Commander Basi Brown founded Enst-Wast
Adrlines Ltd, on 23 Decomber.

1947  Reg Anselt decided ta develop the Whitsundays, and took aver the perpetual leasss for Hayman islend,
where he planned to rebuild its tourlst centre into a luxury resort, and Daydream Island. To sdminister
e - ————themhe-sot-tijr Barrior Ropk islands-Lid—Ansett Hotels started a chain of towrlst
hotels by buying the Imparlal Hotel in Hobart and building the Lufra Hoted at
Eaglehawk Neck, Tasmanla, the first hotel built in the Commonweaith after the war.
On 12 july, Barrler Reef Alrways, founded by Capt. Poulson (who died the foliowlng
year) and Capt. Stewart Middiamiss, started flying two Catalina Flylng Boats to
Brishane and Gladstone and Heron, Lindeman, Daydream and South Mofle slands.
I Tamworth, NSW, a syndicate ted by former RAAF Wing Commander Basil Brown
founded East-West Alrlines. it operated ks first service on 23 June from Tamworth to
Sydney's Mascot Alrport with an Avro Ansos, registration VH-ASM.
MMA hought Avre Ansons for Its network, which had sxparad into the Northem Territory.

~$—
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1948

1949

19850

1952

1953

Through buying and bullding, ATI became the largest hotel operatar In Australis. Its propertios Included:
Victoria: Kalimna Hotel, Lakes Entrance; Commerciel Hotel, Camperdown; Mac's and Gordon Hotsls,
Portiand; Bull & Mount Hotel, Stawell; Murray Hotel, Mildura; Manyung Hotel, Mount Ellza,
N.5.W.z Eden Hotel, Eden; Bayvlew Hotel, Bateman's Bay; Martin Hotal, Ulladulla; Ryan's Hotel, Albury;
Victoria Hotel, Nembucca Heads: Coffs Harbour Hotef, Coffs Harbour; Australia Hotel, Ballina;
failway Hotel, Tamworth; Telegraph Hotel, Tenterfisld; the Fitzvoy Hotel, Caffs Harbour:
Fotheringhham's Hotel, Taree; Queanbeyan Hotel, Queanbeyan; Mariborough Hotel, Cooma and
Black Dolphin Motel, Merimbula.
Quesnsland: Cecit Hotel, Brisbanwe; Queens Hotsl, Townsville; Hides Hotel and Strand Hotel, Caimns:
Roya) Haymnan Hotal, Hayman lsland
A.C.T.: Welllngton Hotel, Canberra,
Tasmania: Metrapole Hatel, Launceston; Club Hotel, Burnle; Imperial Hotel, Hobart; Lufra Hotel,
Eeglehawk Neck.
South Australia: Blua Lake Motet and Jens Hatel, Mount Gambier; Crown Hotel, Kingston.
Northern Territory: Mt Gillen Hotet-Motel, Allce Springs; Glen Helen Hutol; Ayers Rock Chalet; Palm
Valley Lodge; Serpentina Lodge. .
Papua New Gulnea: Huoh Gulf Mote), Lae; Gateway Hotel, Port Moreshy.
AT) baught Liberty Motors (Australia) with franchizes to sell Kelser-Frazer, lawstt, lowete-Bradford, Allard
and Stacatruck.
By now Reg Ansett was using fare discounting and two classes of seating ta compete.

AT) formed a retall division, Ansett Trave! Service,

Ansett and ANA were suffering heavy losses against the government-subsidised TAA. On defeat of the
Labor Party, the rew Liberal Government, lod by Robert Menzies who was committed to private
enterprise, determined Its policy that two airlines, TAA and ANA, would be able to compete on trunk
routes, and considered amalgamating them. .

From Glenroy Station in the Kimberleys, Ansett-ANA antd MMA helped launch the Air Boef Project which
wauld help develop a reglanat beef industry, transporting chitled beof from logal abattolrs to coastal and
ratlhead cool stores. Their involvement lasted untll 1962, by which time the necessary road infrastructure
had been developed. ’

By now Ansett had hought severat regiohal road services - White Cars In Calms, Healesvllle Road Services
at Healesvlile near Melbourne, Eastern Roadlines at Baimsdele and Albury, and Webster Rometch Astor
Motors In Tasmania. :

The Royal Hayman Hotel opened.

ATI bought 60% of Barrier Reef Alrways which that year bought Short 5.25
Sandringhams, which had been converted from Sundertand flying boats by Shorts in
the UK., and usad them to extend services to Southport and Sydney's Rese Bay the
foltowing year.

ATI apensd its first American office, In San Franclsco.

The Federal Governtment and ANA negotlated the first “Alrlines Agreement” {under

“the Alriines Agresment Act 195Z7) which sllowed ANA and TAA equal access to mail camriage, .
government businass, |oase of Commonwealth equipment, and the government gusrantees they needed
for Ioans to re-equip to restore ANAS creditworthiness.

Desplte opposition from |ts competiters, Ansett operatad the Melbourne-Sydney route, protectad by the

Australizn Constitution which allowed unrestricted Interstate trade.

Ansett Flying Boat Services Pty. Ltd. began operatlans on 1 May. it absorbed Barrier Reef Airways in May,
although Barrier Reef Airways continued to trade until 30 March 1853,

 On May 20 Ansett Airways bought the routes
and assots of Trans-Oceanic Airways, which was
In liquidation to form Ansett Flying Boat
Services, with a fleot of one Hythe 4-engined
Flying Bost, two Catalinas, two Satdringham
Flying Boats from TEAL end a Sandringham from
Gamtas Emplre Airways, :
Its network included Grafion, Southport.
Brisbane, Hayman Island, Townsville, Caims and

4 -
e MR T N
Tl

Ansett Flying Boat Services Sandringharm Sydney-Lard Howe Island {a distance of 450
nautical miles).
ANA Introduced the Douglas DC-6.
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1954

19566

1867

On 15 August Ansett intraduced Its first
pressirlsed alrcraft, the Convalr 340,

In November the Frivy Counell ruled agalnst
restrictions on interstate road transport,
opening the way for expross coach services
betweet: the states.

ATI s01d Uberty Motors.

Urged by the Federal Govemnment,

Mackobertson Miller Aviatlon absorbed Alrlines

(WA) Limited on luly 1 to form a more efficlent
aperation, MacRobertson
Miller Alriines Ltd..
serving Western Australla
and part of the Northern
Territory,

Pioneer began dally express services betweon Melboune

2% AN T
and Sydnay, and the following year added Ploneer Express _-.5“3% \! 3§
:“u&\b;‘lt"k l

Ty
to its tou tlon, which now ting 250 yhs X t
mt;mlropera on, was operating G~LON (e WA
AT1 bought Roat Express {NSW) itd to carry road frelght,
renaming it Anseit Road Expross.

ANA had been struggling to compete for some time, jargely from operating the unpopular DC-45 and BC-
6Bs agalnst its competitors’ faster pressurlsed aircraft. After the death of Its chairman, Sir van Holyman,
in January. It became insotvent. On 4 October, encouraged by the Federal Government, ATI bought ANA
for £3,307,000, calling the combined aitline Ansett-ANA, and
iﬂ m Al took over all ANAS rights and benefits under the Two Alrline Act.
k3 % Tha purchase included ANA subsidiary Bungana Investments, the
.‘_ major shareholder in Butler Air Transport and its subsidiary,
Queensiand Alrlines. It also Included e 18% Interest in Cathay

Pacific and its engineering division Hong Kong Aviation and
FgThesting (HAECD). Whett Cathay Facinc asked shareholders to
fund a major expansion, ATl declded its funds were needed for
its own development and sold Its shares. Anseti-ANA began
operations ot October 21,
Anssett today retalns two former ANA divisions, National
Instrument Company, which manufactured Industrial and aviation
Instruments, Is now Ansett Technologies, and Aviation
Engineering Supplies, its purchasing division, operated the U.5.
buying satellite known today as Ansett Industries Australla.
I. untll now the airlines had been losing heavily through Inaffective

compatltion. "The Alriines Agresment Act 1957, based on
agreement between the Government, Ansett-ANA and TAA that
only twe airlines would operata trunk routes and that Ansolt-
ANA wauld succeed ANA, proved a turning polmt, with governmetit guarantees anabling both Ansett-ANA
and TAA to buy the cost-¢fficlent comfortable Lockheed L1886 Electra,

Keen to develop tourism In the Whitsundays, Anseti-ANA sealed the Proserpine airstrip so 1t could fly in
Convairs. It later lod the push for the Fedaral Government 1o bulld a jet strip and funded one-third of the
terminat upgrade.

Ansett-ANA purchased the remaliting ehares In Butler Alr Transport and Queensland Alriines. After
retionalising its combined fleets, Ansett-ANA had 3 halicopters: Bristol Sycamores YH-ING and YH-INO
and Sud Quest 501221 DJink VH-INP up until 21 May 1858, when VH-INP crashed, Ansett-ANA acquired
eight ex-ANA DC-4s. It how operated six DC-6s and DC-6Bg, two Viscourt 700s, eight Metropolitan
Convairs, three helicopters, two DC-43, 20 DC-3s, two Sandringhams, and a Bristol freighter, and had on
order four Vickess Viscount 800 serles, six Foier F27s and a helicopter. Queensiend Alrlines retained Its
name untl! 1966,

The Federal Government passed “The Alrline Equipment Act 19587 restricting trumk route operations
exclusively to Ansett-ANA and TAA. The Act required the alrlines to maintatn balanced fleets and seat
capacity through simultaneous alrcraft orders and cross-charter agreements, supported by Government
guerantees for alrcraft purchases o they could re-equip. Bath alrlines

decided to order Lockheed Electras.

ATI renamed Pioneer Express as Ansett Roadllnes of Austratla, operating

jnterstate hetween capltals. ) -
Ansalr formed an avlation division ko manufacture alrcraft orles,

Including seats for Ansett's aircraft.

—P-
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19859

Late
10603

1960

1981

On 18 Merch Ansett-ANA anhounced [ts "System of
the Goldon bets”, Introducing the 78-seat Lockhoed
1198 Electrs and &0-seat Vickers Viscount 832
proplets with gold decar, and the Goiden Supper
Ciub on tate might flights between Sydnay and
Melbourne with its hostesses In gold lame.

Alrlines of New South Wales took over management
of Ansett Flying Boat Services, by now fiylng regular
services only between Sydney and Lord Howe island, Lockheed Electra L1858

Holsart and Hayman Island.

. ! On 1 July ATI took over Guinea Holdings, and its subsidiary Guinea Alrways

AIRLINES which now opersted gnly in South Australia, and on 17 December ronamed [t
OF 8.A. Ansett Alrings of South Australla. A the same time it renamed Butler Alr
Transport as Alrlines of N.S.W. Py, 1id.
Ansott opened new terminals at Melbourms, Adetalde and Hobart. Ansett Hotels bulit a hunting and
fishing lodge st Karumba in North Queensland and operated It until 1967,
Frank Pascoe was appolnted General Manager of Ansatt-ANA.
MMA Introduced the Fokker Friendshlp,

To enable development of the Gold Coast tourist Industry, Ansett seated the
alrstrip at Coolangatta and began jet services. After sevaral years the Federal
Government took it ovar, compensating Ansett-ANA, to glve TAA access to the

now popular reglon,
Ansett began to sel off hotels &s conch teshnology snd road conditlons improved,

On 26 February Ansett-ANA and TAA complated thelr agreerment for cross-
chartering of aircraft ta maintain balanced seat capacities on trunk routes, based
Initlaty on & 68% load factor, with disputes to be adjudicated by the Governments
Kkatlonalisation Committee, The agrearnent Identified as “trunk routas®:

Melboumne-Sydney-Brishang welbourne-Hobart
Melbourne-Brisbane Methourne-Launceston-Hobart
Melbourne-Coolangatta Sydney-Adelalde
Melbourne-Adelaide-Perth - Sydney-Launceston-Hobart
Malbourne-Perth ' Sydney-Coolangatta

Ansett Road Express was renamed Ansett Freight Express,
Ansett-ANA and TAA replaced Qantas on the trunk route of Sydney-
Port Moresby-lae, and TAA took over Gantes's domestlc operation
within Papua Now Guinea,

On 21 December Ansett began Australia's first alrport-to-clty
halicopter service with a Bell 47) helicopter transporting passengers
between Melbourne's Essendon Alrport and 8 ficatlng heliport on the
Yarra Rivar. Aftar the service ended In 1880, Sir Reginald Ansott
continued to use 8 Bell Jetranger to commute every day from his

Ball 47 heficopter Mount Ellza home.

To escape govemment restrictions, Ansekt had introduced

intermediate steps an stme trunk routes and called the

services “Air coaches”, Victorlan Alr Coach Services bogan '

flights DC-3 betwaen Melbourne and Warmambool on .4 A

December 17, Oh 12 lanuary Ansett-ANA rosponded to TAs @ BRCHID 25

entry to FNG by buying Mandated Alritnes of New Gulnea G I T,

{which had absorbed Gibbes Seplk Alrways and Madang Aetial Services

in 1960) from W.R. Carpenter, s renamed It as Anseit-MAL, and lator as

Ansett Airines of Papua New Guinea, On 19 Aprll 1861 Ansett-ANA began

fiylng DC-68s from Australla to Papua New Guinea as the "Golden Orchid*

service. In this way Austratia’s Two Alrtine Policy was extended Into Papua

New Guinsa. .

In August the Austrafian Goverriment allowed Ansett-ANA to fly to Darwin from

Adelaide, Brisbane and Sydney, breaking TAAs monopoly on these routes by defining them as trunk

routes. Ansett-ANA began flights, its "Golden Boomerang” service, In October, Government support had
been enabling TAA to operste with unprafitable fares, and Ansett-ANA

‘ ANEETTM  could not compete, A turning point was *The Alrfines Agreement Act

1961", which extended the Two Aftlines Agreement to 1977, i required
bath alrines to simultanepusly order and introduce to service the same
aircraft to meot estimated demand and to operate equsl capacity (number of seats) on trunk routes.
By putting the industry on ah economic basis, the government pianned to avoid excess capacity and
wasteful competition. On this basis TAA was forced 10 compete effactively, and at last the Australlan
avlation Industry became profitable.

——
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1961
cont.

1983

1984

1986

1960

1987

Ansett-ANA made an unsuccessful and shart-lived attempt to anter
the New Zesland market when it helped set up South Pacific -
Alriines of New Zealand (SPANZ).

ATH moved jts administration from the old Willlam Street ANA
offites Into Ansett Houso at 499 Swanston Streot.

ATI bought a 70% controliing interest In MMA which was now
operating DC-3s and Fokker Friendships. MMA, Airlinas of South
Australla and Gueensland Alrllnes bought Plaggins, Ansett-ANA
used the Plaggio to operate the first scheduled Alice Springs-Ayers
Rack service, o

in Aprit Austarama was granted the televislon lcence for

Channel O In Melbourne,

Ansott introduced Australia's largest commercial hellcopter, the 26-
seat amphiblous Sikarsky $61, ih the Whitsundays 1o operate
Australia’s first scheduled helicopter service, linking Proserpine,
Mackay, Happy Bay, South Molle Island, Daydraam Island and
Hayman Island. The service
coatinued untll 1984.
ATl established ATY Channel O,
which made Its first broadcast
on 1 August, it also bought &
49.8% interast In Brishane's TVQ
channel O, and small Interests
in othet stations In Sydney,
Ansett Sikorsky Adelalde and Perth,
On 16 October Ansatt's first jat,
& Boelng 727-100, arrived in Metbourne from Seattle, five minutes
ahead of TAAS first 727-100. The ordar of landing had baen
determined by the toss of & coin, )
ATI officlally withdrew fram SPANZ on 18 August but provided a
finantlal donation towards {ts continuad operations.

On 17 Aprli Ansett and TAA ordered Douglas BC-8-31s, on

24 September Ansett introduced the nose-oading Gervalr Aviatlon
Trader A.T.L. 98 freighter (a converted DC-4), and on

17 Septomber Ansett Alrlines of Papus New Guinea [ntroduced the
DHC-4A Carlbou. -

TVQ Channsl O in Brisbene mada Its first broadcast on 1 Lty

ATI acquived the Piper dealership franchise for Australla, later
renaming it Ansett Genesal Aviation Pty Ltd. Ansert in Quesnsiand i the 1960s

Ansett-ANA completed its absarptich of Queenstand Alriines, :
Ansatt became the first alrline to fly the Fokker F27QC frelghter, and begen phasing out its DC-6Bs and
Viscoums, .

On 29 August Vistorian Alr Coach Services was absorbed
Into normal Ansett-ANA oparations.
SPANZ censed operations on 28 Februaty.

On 17 April Ansett-ANA and TAA took delivery
of thelr first DC-9s. The Ansett-ANA elrcraft
bora the new livery. )

On 2 Decamber MMA Introduced the DHC-6 Douglas 009
Twin Otter, and on 31 August Ansatt New

Guinea Introduced the Short 5C-7 Skyven.

ATV Channel O made Australia's first colour televislon broadcast on 15 June.

Besldes Its trunk routes, Ansett-ANA was now operating:

= In New South Wales as Airlines of New South Wales;

« in South Australla as Airiines of South Australla;

+ inWastern Australla and Northern Terrltory as MacRobertson Miller Alrlines;

= |n Papua Naw Guinpa as Anseft-MAL;

+ to Lord Howe Island as Ansett Flying Boat Servicas.

-
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1968

1870

1971

1972

1973

Ansett-ANA became Ansett Alrlines of Australla,

Alriines of N.S.W. was renamed Ansett Alrlines of N.5.W,

Ansett-MAL became Anselt Alrlines of Papua New Guinea on 24 Rune,

STOL Alr Services Pty. Lid. became STOL Commuters Piy. Ltd. on 6 September
Ansett-ANA became Ansett Airlines of Australla and Alrlines of South Australla
Pty. Ltd. becams Ansett Alrlines of South Australla, on 1 November.

Ansett-ANA, adopting a second red and white livery with a splised "A", known

as the "Alpha" scheine. .

Ansett bought the remalning 25% shares In MMA
A,m on 1 June, and it t an ATI division. The

purchase made Ansett the largest domestle airline
in Austratla, MMA ordered the Fokker F-28

Fellowship jet to replace its turbo-prop Fokkar Friendships, and Airlines of Papua Sir Reginald Ansett K.B.E.

New Gulnea Introtuced tha DHC-6, known as the Twin Otter,

Reg Ansett was knighted, becoming Sir Reginald Ansett, K.B.E.

ATI bought the Patzlr Group on 1 July (consisting of Papuan Alrlines Ltd., b hotel at Part Moresby and a
trading company}, and integrated it with Ansett Alrlines of Papua New Gulnea, The routes and equipment
of one Papuzn Alrlines subsidlary, STOL Commuters Pty. Ltd., were sold to Macalr the fotlowing year.

AT set up an Insurance division, Transport industries
Insurance (Til}, to underwrite ks Insurance neads.

Ansatt Road Express was now Austrafia's blpgest national
road frelght haulage operator, with mora than 408 freight
services a woek.

Hayman Resort was rebuitt, following extensive damage
from Cyclone Ada.

Channel O Brisbane became a wholly-owned ATl subsldiary,
Ansett bullt the first of Its Gateway Inns in Perth, lates
renaming It the Ansett Intemnational Hotal. The high-rise
Gateway complexes included the Inns, Ansett offices and
aikport bus terminats. Tulamarine Alrport opened In

Melbaurne,
Kendell Airlines {Australia) Pty. Ltd. began operating on 18 Ansett Goteways In Brisbane and Perth.
October. .

TNT bought up 23.5% of ATFs shares In March, and on 7 Aprll attempted to take over ATI, The move met
strong resistance from $ir Reginald, and was thwarted ot 27 Aprll by tie Victorlan Government passing a
bill that prohibited the takeover of any Victorian-registered company by 8 compnay registared In another
State (TNT was Incorporated Jn New Sauth Wales), TNT was, howaver, allowed two seats on the ATI
board, but with its voting power limited to 10%.

*The Afrlinss Agresment 1952-1872" betweon the Federal Government and the alrlines extended the Two
Airfine Poticy beyond 1877 for an Indefinite perlod, with provision for elther the Government or ATl to
tarminata It on five yaars notica.

Ansett began to move its operation to Tullamarine, whers it had bullt a new base, including jet engine
overhaul complex and flight simulator centve, over a 19-hectars site.

Ansett began converting Its Lockheed Electras to frelghters, whila phesing out ts Carvalrs. Ansett
Airlines of Papua New Guinea introduced the Piaggle P166,

In December AT bought Wridgways Holdings Limited, & furntture removal spectatist that had been
founded by Ernest Wridgway r Melbourne In 1882, and incorporated In 1961,

In Brlshane it bullt Its second Gateway Inm. .

Ansett began to replace its 727-100s with 727-200s.
It introduced Its IBM-based computerised
reservations system, "ANSAMATIC® (an
achronymn of “Ansett™ and “automatic”),
ansatt Alrlines of Papua New Guinea sold
Its assets to the Natlonal Airllne
Commission on 1 November bat continued
operating as part of the new natlonal
airline, Alr Riuginl, a5 Ansett Nluginl
Enterprises Ltd. o
Ansett Pioneet and Midland Coachlines of -

New Zeatand set up a Joint touring Anser Bosing 727-200
operation in New Zealand.

—-
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1974  Lord Howe Isiand had bullt an alrstrip, and no longer needed the flying boats, Ansett Flying Boat Services
closed down on 11 September, and Its Sandringhams sold to Antilles Air Boats In the .S, Virgln Istands in
the West Indles,

) ATI bought §G% of the Australian franchise of Diners Club International.
@ m When Darwin was devastated on Chrlstmas Day by Cytione Tracy, Ansett took part
in the evecuation of residents and visitors.
Ansett englneering staff corpieted a replica of the Fokker Universal VH-UTO, today on loan to the Sir
Reglnald Ansett Memorial Transport Museum at Hamilton, Victoria, .

1975 When Papua New Guinea became Independent, its Government fermed Air Nuigind from Ansett Alrllnes of
Popua New Guinea and the domestlc operation of TAA. Its inttial shareholders were Ansett (18%), TAA,
Qantas and the PNG Government. .
Ansett Airlines of New South Wales Introduced the S2-seat Fokker Friendshlp 500 serles. Ansett installed
1ts 727-200 simulator, built by U.S. company Singer Link, with visual systems from McDonnsll Douglas
Electronlcs.
AT{ tought Albury Border Transport.

49768  The Federal Government determined that the domestic airllnes could fly an nternational routes which
were uneconomic to (Jantas, or where Qantas Jacked the appropriste equipment, as charters to Qarnas,
Under this arrangement, Ansett began to fly livestock between Australin and New Zealend.
Ansett was the first Australian alrline to introduce computerised ticketing, 8 system called “ANSARFTE",
AT1 bought 50% interests in Blrc Bic {Austratia) Pty Ltd and Bire Bic {NZ) Ltd and a 48.4% Interest in a
finance company, Associated Securitles Lid {ASL).

1977  Ansalr shifted its manufacturing plant to Tullamarlne.
In Adelalde, Ansett bullt Its third, and what was to be its last, Gateway Inn, In Adelaide.
Ansett developed Its own hatal reservations system *ANSOTEL", an adaptation of the British Alrways

systenm.
Between 8 and 11 April, MMA operated the first of a series of Port Hedland-Denpasar flights, as charters
to Qentas,

1978  Ansett bought the remalning shares in Avis Rent-A-Car System.
&T1 applied for rights to fiy betweon Hobart and Christchurch In New Zealand.
MM#A tegan weekly scheduled flights between Darwin and Denpasar under
Indonesian licence, operating them for 14 months,
Ansett's financlal position suffered considerably from the collapse of ASL.

19790  December saw the culmlnation of a renewed struggle tor AT) ownership bobwesn Robert Holmes a Counts
Ball Group, Ampol, TNT Limited, and News Corporation. TNT and News Corporation sach eventually
acquired 50% of the shares, and agreed to manage the airline jointly with Sir Peter Abeles and Rupart
Murdoch as koint Managing Directors, $ir Reginald Ansett remained as Chalrman,

The Government ended the monopely of Avls Rent-A-Csr an car rental concessions at Australian aitports
on 30 Juna. ’ -
AT1 applled for permission to fly from Darwin and Port Hedland to Denpasar.

Ansett began services from Sydney to the developing Queensiand tourlst destinations of Maroochydore
and Hervey Bay. . )

Debarah Wardley becama Ansett’s flrst female pilot on & Novembar,

Ansett introducad its Ansafids Flight information Display System.

FAo ] L d v

1980  ATHset up a separate cargo divislon, Ansett Alr Frelght, on 1 luly, to operate integrated alr and road
freight services, Ansett Alr Freight began a four-year phasing-cut of the Electra freighters, had a Boslng
727, VH-RMX, converted in the USA In 1983 to cary 12 cargo pallets and tock over cargo hold space in
Ansett's alrcroft,
Ansett sold Avis-Rent-A-Car end Channel © Brishana.
Ansett moved to bresk Qantas's exclusive right 1o all International routes out of Australla, regardless of
whether It used of intended to use them. The Queensland Tourist & Travel Corporation was ehcouraging
Ansatt to try to run direct services between North Queensland and Singapore to meet the demands of the
growinyg intemational tourist market, and ot 16 Aprll Anselt flew a Boolng 727-200 Townsville-Singapere-
Townsvitle. However, the Government did not grant the licence.

-
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1980
comt.

1981

- Hobart and Christchuweh, under the Qentas fight designator *QF, on

Having won the right to fly scheduled passanger services between

3 December Ansett lzunched its *Southom Connection” with a B727
from Hobart. #t ran a weekly service untll 3 March 1982,
To market s hoped-for international operation,
the sidine formed Hs Ansatt International Travel
divislon,
Ansett moved Into its newly-bulit headquarters
at 507 Swanston Street,
The Federa) Government set up an Indopendent
Inquiry Into domestle air fares,
Melbourne's Channel © changed its frequency to Channel 10,
ATl's shares ceased trading on the Melboumne Stock Exchange.
Skywest Airiines Pty, was formed in February, from Skywest jet
Charter Alr Services Ltd. and Stillwell. Airlines Pty. Ltd. {previously
Clvil Flylng Sarvices {(W.A.) Pty. Ltd.). : .

[yr¥177 |
7 J

£l LLLALLY

UL

.

In March Ansett orderad 21 Boeing Jets {five B767-200s, 12 long-

range 8737-200s end four B727-200s). On 13 April, Ansett adopted a Ansett's headquarters

now livery which Celifornlan designers Lendor Asseciates had based 501 Swanston 5t, Melbourne
on the Southern Cross. This Included new

' *Ansatt” logo, refurblshed airport terminals and upgraded infllght services, -
a Such as hot meals in Economy class.

In the Northern Terrltory, Northern Alrlines (which had been Connaly untl its
takeover by East-West Alrlines) collapsed, The N.T. Government asked Ansett to take over essential elr
services from 5 February, then granted It an operating ficence, Initlally for flve years. ATI set up Airiines
of Northern Australia In March, and began scheduled fiights on 29 Aprll on the routes of Darwin. -
Katherine-Tennsnt CreeX-Alice Springs; Darwin-Gove-Groote Eylandt-Calris, and from Ayers Rock (then
=Yutara") to Allce Springs, Perth and Caims. Ansett N.T. also took aver the medical services of Northemn
Territory Aerial Work and the N.T. Government coastal and meritime survelllance with its slx Nomads.

b Y

Ly ULl ““l“m

Boeing 737-200

Ansett Introduced Bosing 737-200s and 727LR-200s, and began to sell [ts DC-9s.

At Tullamarine it bulit 8 B-787 harigar.

ATl renatned MacRobertson Miller Airline Services as Alriines of Western Australia on 1 luly.

Ansett Air Freight extended services to North Queensland, Perth, Launceston and Adslalde.

ATE s03d Its Alr Niuglni shares to the Papua New Gulnea Government. The Government negotlated a new
Airlines Agreement which provided for the establishment of the independent Air Fares Committoe
(removing fare-setting respensibllity from the Minister), the deregulation of domestic alr frelght, and
limited access by regional alriines to the trunk routes. Complementary lsgislation provided for the
privatisation of TAA. The lndependent Alr Fares Committee Act provided for the approval of discount
fares as well 85 "core” fares.

On 3 $eptember, AT! agreed to operats the newly founded Alr Vanuatu (of which Ansett owned 40% and
the Vanuatu Govarnment 60%), between Australia and Vanuatu on behalf of Qantas. This arrangoment
continued untll May 1989, :

Sir Reginald Ansett died, aged 72, on 23 December,

In July Ansett introduced its Ansaboard Departure Control System {DCS).,

On 2 June Ansett Airlines of NLS.W. was renamed Air New South Wales.

On 17 July Ansett Alrlines of South Australia revertad to Alrlines of South Australla {albait without the
Pty. Ltd)

Ansavuc 2, the world's Ist colour alrpart flight Information system, was Introduced at Melbourne Afrport.

-
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1982

1983

1984

1988

1986

Oh 16 February Ansett lunched its Golden Wing Club for frequent filers.
That month it began managing Apla-based Polynesian Alrlines for the Government of West Samoa, flying
to New Zealand and the Polyneslan countries of American Samoa, Fiji, Tahltt, vanuatu, Cook Istands and
Tonga.

ATI bought 75% of Denny's Restaurants in Australla and the Australian

?— franchise, and bagan te bulld 8 ¢hain of restaurants.

Ansetk introduced "Ansacare”, an alrline reservations system dedicated to
Ansrit Golden Wieg. the trovel nesds of disabled passengers.

‘The Pacific International Hotel, a jolnt venture betwesn Ansett and the
Kamsler family, opened In Calrns on 8 October.

Ansett introduced the Bosing 767-
200, with 211 seats.

Pacific Aviation was set up to take
ovet the genetal avistion interests of
ATl and Consalidated Press Holdings
« Ansett General Aviation, Ansett -
Corporate Divislon, Aviall Australla, { YRRV
and Stillwell Aviation, it continued to L i e\
sell Piper and Stiliwell aircratt, e v
charter corporate alrcraft, provide - y
maintenance, englneering and spare
parts for several alreraft
manufacturers ot seven alrports, an Boeing 767.200

operate passenger terminals at

Essendon, Sydney and Brisbane through its Filght Facilitias divislon,

ATI s0ld ATV Channel 10, Malbourna, to News Limitad.

Air N.S.W. began services batwean Brisbane and Norfoik Island on 15 July, wsihg Folker F28s,
Ansett Air Freight had a Boeing 727-200 converted to a fralghter and started dedicated cargo flights
batween Australia's vast and west coasts.

Ansett and Hazelton Alrlines signed s commerclal agresment on teservations and ground handiing.
Ansett Instalied new §767-200 end B737-200 simulotors bullt by Singer In New York.

Tedt Forraster was appointed Genheral Manager of Ansatt.

Golden Wing opened lounges In Adelalde, Perth and Canberra.

In AprHl, Ansett ordered the 80-seat four-englned BAs 146 Jot from British Aerospace.

Ansett began a second Melbourne-Sydney-Vila service, and the first Brisbane-Vlia service for an Australlan
alriine.

in July the $10 miilion Anseti-Hamllton Island Joint venture eirstrip opened.

Alrilnes of Western Australla, renamed Ansett W_A. on 26 November, ordered the BAs 146-200,

New Zealand deregulated Its aviation Industry end relaxed restrictions on forelgn ownership.

Following & change of Government In March 1982, leglistation passed in 1981 providing for the
privatisation of TAA was tapealed.

Newmans Alr Ltd. was formed in New Zealand In October.

In lanuary Golden Wing launched Valst Car Parking at Melbourne Alrport.

AT sold Ansett Motors on 24 April.
On 1 May 1985 Ansett Alrlines of N.5.W. was renamad Alr N.5S.W.

bt On 18 August ATI renamed Alrlines of Northern Australia as Ansett N.T.

TNT and Hews Limited set up an alrcraft leasing divislon, Ansett
Worldwide Aviation Servicas (AWAS), to lease alrcraft to alrlines and

provida menagement, technical and tralning support. .

Ansett W.A. Introduced the BAe 146-200 on 26 Aprll, while Ansett ordered the Airbus Industrie A320-200

Jat with 134 seats and the 50-5eat propjet Fokker 50,

Sit Petar Abales led an Australian Govemment Mission ta China, which resulted in ATI plans, later

shelved, for a Business Service Centre n Beljing. )

The Federal Government commissioned the independent Review of Economlc Regulation of Domestic

Aviation {the "May Review") which tock submissions from the public, airfines, State Governments and

unions over the next two years.

Alr New South Wales became Alr N.S.W. on 1 May {see notatlon for 2 jure, 1951},

Transcorp Alrways (H.K.) Ltd. was formed in August, as an alrfreight alrfine, its 1st service was on

28 October. AT{ acquired 51% of lts shares on 3 Dacember.

©On 15 September Ansett introduced the Boelng 737-300 with 110 seats.

ih October Ansett New Zealand Ltd, was formed as a joint ventura between AT (50%), The Newmans
Group {22.5%) and Belerley Investments {27.5%) to operate domestic New Zealand services. Using 2 DHC-
8 'Dash ©s’, with ‘Ansett Rewmans' titles, services began on 25 December.

-
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1986
comt.

1987

On 27 June, Airlines of South Austraifs ceased operating, and handed over its routes to Kendell Airlines.
In April, Alr N.S.W. began weokly Fokker F28 services between Sytiney and Ayess Rock via Broken HIl,
and Ansett N.T. began weekly direct fights from Adelalde to Ayers Rock.

Natlanat Instrurnent Company was renamed Ansétt Technologles.

Ansett and Qantas sighed a commercial agreement for Joint

Ansett/Qantas travel centres, and for Anselt to be Qantas's preferred Mm
domestic cerrier, and Ansett bought the travel retail company

Traveland Internatlonal. ‘The best by & mion eniewd
ATI took over the cpersting keases of South Motle Island resort and

Hook ksland underwatsr observatory.

Ansett sold Ansett Ploneer to Tratlways,

Ansett accepted a contract to Thanage the newly-formed Cook islands International Alrline and starked
B787 servites o 17 August between Sydney and Rarotonga,

In January the report of the independert Review of Ec Jc Regulation of D tic Aviation was
released, It presented the Government with a range of options ranging from full deregulation of
Australian aviatlon to retention of the status que.
In 10 Apeil ATI opened the rebullt ultra-luxurious Heyman resort, H A Y M A N
. Ansert Now Zealand began DHGC-8

Ansrit Now Tealaml, operations under Its own title on 1 February, and began full jet

: i operstions on 25 July, with its infrastructure of new airport terminals
with aerobridges, and introducing high standards of catering and other services. Based In Auckland, the
airline began operating four leased Borlng 737-1063 oh trunk routes between Auckland, Christchurch
and Wellington, and two DHC Dash Bs on tourist routes, It started out with airline code designator "2,
but adopted the Ansett "AN" code in 1990,
ATU's 51%-owned Transcorp Alrways bagan freight services between Asla and Australia on 1 June 1987,
with a Boelng 707, withdrawing In October 1889, :

aircraft alriine independently of Ansatt.

) : _,_,/ Ansett bought ZO% of America West Alrlines,

based in Phoanix, Arizona.
FSARITBI s s — ©On 31 October, Acting on the recommencdations
of the "May Review", the Australian -
h Government gave the required three years

notlca that it would terminste “The Airlines
Eost-test Alriines Fokker F20 Agreernent”, and so deregulata the Australian

domestic aviation Industry, the most important aspects balng removal of controls on: .
+ alrcraft lmports « passenger capacity » air fares + new entrants Lo trunk routes.
The Government and aiflines agreed on long-tevm tecminal leases which gave Ansett and Australlan
Alrllnes development rights over thelr terminals from 1988, white requiring them to provide guaranteed
minlmum facilitias for new eritrants, -
©n 16 November Air N.5.W. became the world's first alrfing to operate the Fokker 50 turho prop.
AT withdrew from Transcorp Alrways In October 1888, not 1929, ’
East-West Alrlines Ltd, was renamed Eastwest Alrlines (Operations) Pty. Ltd.

TNT and News Limited bought East-West Alrlines
? of 31 July, but continued to operate the 17-

Ansett's first A320-200 arrived via Darwin on 26 November.

1n January, New York-based “Alr Transport World® magazine awarded Ansett Its 1987 Passengor Setvice
Award, the first time the honour had besn made to a domestlc airiine, and In November “Conda Nast
Traveler” magazine's readors voted Ansett the wosld's best domestic alrline.

Brierley Investrnents and Newmans sold their shergholdings in Ansett New Zaaland to ATI, which becomne
sole owner. Ansatt New Zealancd .

ordered the BAe 148,

Ansett and Australian Alrllnes {the
former TAA), in 4 jolnt venturs, set up
Southern Cross Distribution Systems
to market the global infermation and
reservations system Galileo In
Australle. Another Joint ventura,

Coles Myer/Ansett Travel, was formed
on 23 une,

Ansett sold its Gateway Hatel In
Adelaide and the J\ns::zt International : Ansatt Skystar A320-200

Hotsl in Perth,

Graerme McMahon was appolnted Ansett's General Manager,

“Transcorp Alrways (H.K.) Ltd. ceased operations end wert Into Yiguldation on 25 October. Its Bosing
707.330C frelghter was transferred to ATI.

—-
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1989  Ansett New Zealand began replacing its B737s with BAs 146-200s and -300s while Ansett withdrew the
Fokker Friendship from sesvice. )
Ansett Installed its A320 simulator, bullt by British Rediffusion.
On 1 March, Alr NL5.W., was renamed Ansett N.5.W.
In May ATI sold Denny’s Restaurants to Whitbread & Co.
On 17 July Anselt launched ts first Business Class, entitled "Executive Class”, and renamed its First Class
as “Premier Class”. These wore later renamed to the standard "Business Cless” and "First Class”™.
The Australian domestic alriine industry pitots' dispute erupted in fate July, with pliots resignitig en masse
on 28 August. Industry capacity was gradually rebullt, Including use of military capacity and wet laase
alrcraft and crew during early rebuilding. The dispute continued untll March 1880,
On 28 December Ansett introduced its first Mystery fere, at $50, offering same-day return travel to an
Interstate destination not identified to the passenger untll check-n.

4990 - Ansalt launched a $200 milllon terminal expansion program.

From lanuary o June Ansett W.A. opesated weekly charters te Cocos and Christmas Islands.

©On 2 luly ATi and Travelex Exchange Cotporation of the U.K. announced & jaint venture to aperate

currency exchangs bureaux at Melbourns, Sydney, Brisbane and Canberra Airports.

In September East-West Airlines Introduced the BAe 146,

On 4 October Ansett Alrlines of Austvalla changed Its nama to Ansett

Ansett Australia. Avstralla ond unvelled a now livery with a stylised Australlan fiag on
tail.

Domastic alriine deregulation became effective on 1 November, atlowing carrlers to set thelr own fares,
declde thalr own capacity and determine thelr own routs networks.

Ansott N.5.W. was renamed Ansett Express on 28 Noveriber, It resumed filghts to Norfotk Istand from
Sycdney using new long-range -

Fokker 28-4000%.

East-West Airlines introducad the BAe
146-300 and a new lvery.

Afer approval of policy ehange by the
austrslla Labor Party Federal .
Conference, the Governiment annotmcad
the privatisation of Qantes to 49% and

Australian Aitlines to 100%. Fokker F28
1991 On 25 August Ansett launched Australia’s first domestic Frequent Flyer program, with the co-oparetion of
partners:
«  Hyatt, Parkroyal, Centra and Travelodge Hotels,
« Avis Rem-A-Car. Ansctt Freguent Flyer.
+ Diners Club,

On 2 February Ansett NT ceased operations. .

Ansett announced, on 7 February, that it was withdrewing from 10ss-making Barwin-Katherine-Tennant
Creck-Alice Springs services previously subsidised by Ansatt’s Ayers Rock operatlons, after Government
policy relating to the operstiona! size of aircraft ab Ayers Rock was changed. .
On 8 Aprll, Ansstt Express lounched the Express Shuttle betwesn Canberra and Sydney.

In Octaber Ansett withdrew from its contract 10 manage Polynesian Alriines.

AT1 bought s controlling Interest in Westintech Ltd.

1692  In Hs "Ona Natlon® statement on 26 February, the Government announced fundamental changes to

Australian aviatlon policy: .

«  Australian carriers other than Qantas would be allowed to fiy internationally, thus bringing to an end
the Single Designation Pollcy. - .

» (antas would be able to fly domestically. .

« Australlzn carrlers were to be able to consider Investments in eash other, *allowing Qantas to considar
possible investments in Austratian Airiines or other domestic airtines® in the context of Its privatisation.

+ Negotistions ta be held with New Zealand for liberailsation of the trans-Tasman market and,
ultimatety, a single Australasian alr services market with a common border.

Leglslation was passed establishing the International Alr Services Commission (1ASC) to award

Australia's internatlonsal alr service capacity entitlements, obtained pursuant to bllateral air services

sgresments negotlated with various countrles, to contending Australian applicants according to

erlteria relating to Tourism, Trade and Consumer Beneflts and Industry Structure Implications. :

On 2 lune the Federal Government approved the sale of Australlan Alrlines to Qantas, and announced that

Qantas would ba privatised to 100%. From 1 November Qantas Was permitted to cary domestic

passengers within Austraila.

©n 17 July, News Corporation Chlef Execitiva Rupert Murdoch handed over his role as ATl Jolnt Chaisman

and joint Chief Executive to News Limited's Chief Executive Ken Cawley. AT announced its new Board of

Directors on 30 Novernber, appointing Ken Cowley as Chairman end David Mortlmer, Chiof Executive of

TNT, as Deputy Chalrrman. $ir Petar Abeles stood dowh as Jolnt Chalmman and Chiaf Executive of Ansett,

while remalning on the TNT Board as a Diractor,

——
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1992
conk.

1993

1994

In August the Austrailan and New Zealand Governments reached agreement regarding progressive
liberailsation of the Tasman, with *beyond” rights for each country beyond the ather, and for Alr New
Zealand to enter the Australlan domestic market from November 1994,

©On 13 September Ansett expanded its Frequent Flyer program Internationafly, sighing participating
partners Cathay Pacific, United Alrfines, All Nippon Alrways and British Alrways (later withdrawn when
British Alrways bought 25% of Qantas). Singapore Alrlines, Malaysla Afrlings, Swissair and Austrian
Airlines Jolned Ansett's program later ’ )

On 14 September Ansett made s first appllcation for internationsl capaclty, to Malaysia, and by
December had also applied for capatity to Indonesia, Singapure and Hong Kong. .
Cn 30 September Prime Minlster Paul Keating opened Ansett's new Sydney tarminal extension, which
inciuded a new Golden Wing Loungs.

in December Britlsh Airways purchased 25% of Qantas.

Pacific Aviation becarne a wholly-owned subsidiary of ATL

in January Ansett appiied to the IASC for capaclty to Japan when the Kansal Alrport at Osaka would opan

at the end of the year, and later In the year sppiled for Korea,

Ansett formed commerclal slliances with Malaysia Airiines on 17 January; Alltalla on & January; Garuda on

2 February arnd Hazelton Alriines on 25 March,

Ansett appointed George Patterson Advertising as its advartising

Ansett M ﬁi« agerey. Rs first campaign, launched in March, has the thema "Ansett

Ta Australla. One of the World's Graat Alriines” and used Enya muslc in the

One of the world's great alriines, campaign’s distinctive television advertising. ) B

On 1 September Ansett begen reguiar scheduled services from Perth to

Christmas island and to the Cocos and Keeling Group of Islands. .

Ansett Australla made its first International flights In its own right - from Perth, Darwin, Sydnay and

Melbourns to Denpasar in Ball = on 11 September, .

Ansett signed commencial alliances with travel wholesaler Jetsat on 14 july, Brisbane-based Flight West

Aitines on 17 August, and Lufthansa Alrlines on 22 December,

The N5W Govarnment announced partiel deregulation of intrastate alr routes on 12 Juna.

During the year, ATl subsidiary airiines Ansett Express, Ansett WA, and Eastwast Aidines wore

ratlonalised Into Ansett Australiz as one aviation group without separats, stand-alone overhends.

New services to Bali wers Increased with the additlon of a mid-week Darwlin flight every Wednesday from
Match,

Four extra Boelng 737-300s were added to the domestle fleet. |

In May, Ansett Austsalia anhounced &n order for five extra A320s for delivery from 1985, and the lease
of two Boeing 747-300 alrcraft for flights to Oseka In lapen, and Hong Kong, due o start in Septembar
1994, Alsc In May, Ansstt intraduced fts new Merlin Departure Control System (DCS), replacing
Ansaboard. .

Subsidlary companios Ansett Wridgways, Ansett Freight Exprass, Pacific Avigtion and Whitsunday
Connections were sold and joint venture manufacturer, Turbine Components Australla, was closed as part
of the Ansett group's fncreasing concentration on core alrline activity. -

Ansett Australla was named 1894 Alrline of the Year during the annual Trave! industry Awards announce
in lune.

i On 28 July Ansett Australis unveiled a new livery incorporating &
whita seven-pointed star s & stylised gold letter "A* in a ceremony
¥ at Sydnay's Opera House, which Included a helicopter flypast of a

ANSETTAUM]& &0-foot fiag In the new design. :
In August Ansett Australla was nemed Best Alrilne In the Inaugursl
Australlan Federation of Travel Agents Australian Excellance Awards. The altiine’s hollday company.
Ansett Holldays, wes named best domestlc tour operator In tha same awards.
Ansett's first Boelng T47 was welcomed In Sydney by Prime Minister Paul Keating on 28 August,
Ansett Australia’s first service to Osaka in Japan opersted on 4 September and the first flight to Hong
Kong oh 10 Ssptombaer. .

Boaing 747300

-
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1908  Ansett's Frequent Flyer and Golden Wing foyalty programs
Introduced thelr new trademarks. South African Alrways became & ANSETTAUSTRALIA
Ansett Frequent Flyer's eighth International partner. Ansatt FREQUENT FLYER
Austrelia increased its Hong-Kong-Sydney flights from three a
week to fiva from March.
In May Ansett was again named the National Travel Industry GM %’g
Awards Airtine of the Year, with Hayman Istand choseh &3 Best
Hotel/Resort, The following month, readers of Asian Business CLUB

magazine voted the sirline Best Large Australlan Business in . .
Asla, and In August the Australian Federation of Travel Agents chose Ansett Australla as Best Airlina for
the second consecutive yesr. .
In August, the airline announced several business travel Inltiatives, Ansett-owned Traveland entered a
Joint venture with global travel management speclallst Carlson Wagoniit Travel to dovelop its corporata

. travel division. Ansett Australls and Diners Club introduced thie world's first fully Integrated alriine charge
card which would also enable businasses te Improve their trave! expense accounting and budgeting.
Ansett split its Frequent Flyer schome Into four tlers - Dlamond {the highest), Platinum, Gold and Sliver -
to link s benefits more closely to membiers’ volume of travel. :
The first of five new A320-200s arvived In Septemnber,
Ansatt Australla and Majaysia Airlines started International code-sharing between Kuala Lumpur and
Australla on September 16,
In September, Anseit New Zealand announced its first ever operating profit of NZ$2.8 miilion, for the
year ending June 1885,
New Boelng 747 services started ta Kuala Lumpur on 8 November, to Talpei on 11 November, and to -
Auckland on 18 December.
On 17 November, TNT vced It was negotiating the sale of ts Ansett sharcholding to Air New
Zeatand, subject to Government approvals,
Flona Welsh was appointed Ansett Australia’s first female Jet captain.

1996  Anseit turned 60 on 17 February, with celebratiens Including a re-enactment of the 1836 Brisbane-
Adelelde air race, and 8 Chanriel § netlonal telecast of "R.M., tha Ansett Story”. 8 documentary on Sir
Reginald Ansett. C )

Ansett services to Jekarta started on 12 January and Ansett applied to the IASS on 7 May for permission
to fiy to Shanghai, sn application which was approved on 6 August, On the equity front, the New Zealand
Commerce Commission on 4 luna approved News Corporation buying 100% of Ansett New Zealand and
Alr New Zealand's proposal, which the Commisslon had previously rejected, to buy 50% of Ansett
Australia Holdlngs from TNT. On 18 September, the Australian Government approved Air New Zealand's
purchase of half of Ansett, subject to 51% of Ansatt International remaining Australlan owned.
Negatietions were concluded with the 1 Cctober announicernent that saw Alr Now Zealand becoma 50%
awnor of Ansett Australia in o deal In which Alr New Zealand paid TNT $A324 mitlion, injected $A150
milllon Into Ansett, white News agreed to Inject $AS0 million. Ansett Australia Holdings in turn owned
45% of Ansett International, with the balance held by Australlan institutions. Messts Bol: Matthew, lim
McCrea and Robert Nazerlan from Alr New Zealand jolned Ansett’s board. :

Earllet in the year, Chief Executive and Managing Director Graome McMahon, who had achleved 40 years
service with the cosnpany, retired and on 27 September, it was ennounced that Mr Rod Eddington, an
Australish Rhades Scholar who was Managing Director of Cathay Paciflc, would join Ansett as Executiva
Chairmen from early New Year 1997, :
In other milestones for 4996, Ansett sold general aviatlon business, Skywest Aviation (bt retained Perth-
based Skywest Alrilres) and sold its half shars of Travelex, a currenty exchange businaess. Both sales
wete announced in July. ) .

©On 24 September, the Bureau of Alr Safety

Investigation published its repart Into tha
October 1994 landing of Bosing 747, VHANH, at
Sydney with its nose gear retracted. The report
was critleal of the speed with which B747s wero
introduced into Ansett's fieet, The Sydney
Organlsing Committee for the Olymplc Games
named Ansett as "preferred proponent” to .
become the Sydney 2000 Olympic Games official alrline on 27 March. Ansett won the Natlonal Travel
Industry Awards' Alrline of the Year for the third consecutive year on 19 May and the Australian
Foderatlon of Travel Agents Best Alrline Award, slso for the third yesr In a row, on 22 June. On 16 Wy,
UK research of business travellers using 67 alrlines around the worid rated Ansett international as
operating the world's best Jong-haul business class and as offering the best on-board catering. The sema
research rated Ansett as best Pacific-based airline.

Ansett on 8 October anngunced its decislon to introduce ticketlass travel, or E-tlcket, On 18 November,
Ansett’s state-of-the-art Launceston Call Centre was opened,

-
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In an aarly speech to the Netionsl Avlation Press Clup, new Executive Chalrman Rod
Eddington sald Ansett was a great airline but a poor business and restoring
profitabiitity would Include measures such as selling non-cora assets such as
Hayman Isiand. ) .

Code sharing on 60 Alr New Zealand trans-Tasman flights sach week was
announced on 14 January, with a further announcement on 26 February that 130
filghts each waek would be cade shared. Ansett's frequent flyer program was
rebranded as Global Rewards on 16 Jznusry and an Olymplc-livery design A320 was
unvelled on 26 January to celebrate the official launch of the Olympic Alrline Team.
partnership of Alr New Zealand, United Alriines, Lufthansa, Malaysia Alrdines, South
African Alrways and Thal, A co-branded Ansett/Westpac/Visa credit card was
annaunced on 10 February, A number of domostic network cutbacks were
ankounced. Plans to withdrew from Norfolk lstand were announced on 28 January
and Brisbane-based Flight West armouncad In March that it would use former Ansett F28 pquipment to
operats to Norfolk Istand and to Frosperpine In Queensiand. On 7 March, Ansett advised t would be
withdrawing Cocos Island and Christmas istand services from October,

Internationally, Ansett ended its Sydney-Auckland Bosing 747 services an 24 October after the end of a
shatt-term contract with Aerolineas Argentinas, on whase behalf Ansett operated the flights.

In an atternpt to reduce splraliing distribution costs, Ansett announced pians to reduce travel agent
commissions In March but reversed the decision in late April. On 26 March, Ansett anhounced the 2 April
introduction of a two-class domestic configuration, with a new premium-cabin BusinessFirst product and
an upgraded Economy product.

The last Ansett Bosing 727-200 sarvice
operated on 23 Aprll as AN3& from Hobart to
Melbourne, The alrcraft type was retired well-
ahead of Its ariginally-planned retirement data
a5 & voluntary move 1o reduce alrcraft noise.
Ansett's B727s were sold to US-based Intrepid
Avlation for conversion Into frelghters.
Ansett’s [naugueal service to Shanghal
opersted on B Jane.

©On 20 Juna, Ansett Australia, Ansett mtemational, Air New Zealand and Singapore Airtines announcesd &

plan to form a co-operative commercial allance snd, following detalied negotintlon, a formal application

seaking Australion Competition and Consumer Commission approval was lodged on 22 December,

Ansett was named Alrline of the Year for the 4th year In a row In the new Australlan Fedaeration of Travel

Agents Nationa! Travel Industry Awards announced on 10 August. Ansett international was in September

named as aperator of the world's best long haul business clays for the second year runninyg in giohal

research of business travaliers, this time tylng with Malaysls Alrlines for the honour. Ansett was also

named 85 best Pacific-based alrline in the same research, agaln for the Second year nmning.

Executive Chairman Rod Eddington announced on @ September that a Business Recovery Program was

heing set up to plan a comprehensive review of all Ansett functiohs. A BRP strategy stream would '
determing a strategy for fundamental change, & process stream would identlty ways of Improving the

way Ansett did things and 8 Quick Wins straam would target and Implement key cost savings quickly.

The vision was to make Ansett e great siriine and a great business.

A $167 miillon upgrade of Ansett's Sydney domestic terminal was announced on 13 Qctober.

In Novesher, Ansett anr d R Ig o t Its Boelng 747 aircraft to two-class configurations

during the first balf of 1998, and also shhounted it planned 10 stop non-stop Kuale Lumpur operations
from 29 March 998, to instead operate vie Jakarta.
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1998  Ansett knternational suspended servites Lo Seoul on 8 February after a sharp drap in Korea-Australla
traffic. Services to Kuala Lumpur and Jakarts were slso suspended In May due to the economle crisis in
Asla. However, the sirline launched new services to Fijl and 2 non-stop Brisbane-Bali servica,

Ansett launched a two-class service; Businessfirst and Economy. Ansett Is awarded "Alrline of the Year’ for
the fifth consecutive year at the Australlan Federatlon of Travel Agants/Natlonal Trevel Industry Awards.
In April, Ansett finished convesting Its Boeing 767s from thies-crew to two-crew cockpits eliminating the
need for flight engineers on these alrcraft,

Organisations! realignment started as a key platform for Ansett's Business Recovery Program. A new
executive committee was appolnted followed by a comprehenslve mansgement realignment program.
Ansett also invited staff to submit axpressions of lmerest n & Voluntary Redundancy (VR) program.
Almost 1200 staff reglstered an Interest,

As a part of the BRP, Ansett announced its plans to divest (ts non-core assets. In May, Ansett sold
Hayman Islend and Its 50% share In Hamllton Island aliport to BT Hotels for $34 mifllon. it also soid Its
share of Carlson Wagoniit Travel and tha Calms Paciic Internationat Hotel.

©n 11 June, the Australian Competition and Consumer Commisslon gove draft approval for the Ansett
group, Alr New Zoaksnd and Singapore Alines to form a commenclal alliance. Ansett and Alr New
Zealand also became observer status members of the one-year-old Star Alllance.

Ansett started redeveloping its Sydney Termina! for the 2000 Olymple Games.

1899  Ansett continued to divest its non-core assets selling:
+  62.2% share of Diners Club Ltd to Diners Club International.
«  Ansstt Alr Frelght {express douoe-to-door service) to TNT
« Transport Industries Insurance (TI) to QBE Insurance,
« inflight catering business to Gate Gourmet. :
in March, Ansett officlally jolned the Star Alllance. Also in March, News Limited and Singapore Alflines
{50 reached an undsrstanding for $G to buy News' 50% shareholding In Ansett Holdings Limited for
$500milHon, subject to a number of conditions. The wransaction was vetoed by Ansett’s other 50%
shareholder, Alr New Zealand., ’ :
The englneerlng business units of Ansett Australia and Alr New Zealand announced plans to comblne to
form Ansett New Zeatand Engineering Services (ANNZES), & unlque trans-Tasman Maintenance Repair and
Grverhaul (MRO) businass. )
In September, Ansett upgraded its International flest by laasing two Boelng 747-400 aircraft fram 5Q to
replace s 747-300s. The new 747-400s Included personel seat back video screens and telephones In
economy class.
Ansett met its Better Business targets achisving & $140.8m trading profit for the financial yesr - a $110
million Improvement on the pravious year
Ansett Invested $29 million In state-of-the-art call certres In state capitals,
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Ansett made 8 smooth transition through the Y2K mittennium changeover, Executive chalrman, Rod
Eddington, departed AnseRt In April to take up the position of Chief Executive Cfficer at British Alrways.
In February, Alr New Zealend annoiunced its Intention to purchase News Limited's 50% shareholding in
Ansett Holdings Limlted and moved to full ownership of Ansett and its subsidiaries in June. A new trans
‘Tasman, Austratasian executive structura 15 announced in August and comprehenslve work started on
merging operations to form a new group; equivatent to the world's 20th biggest airline.

Ansett launched a brard revitalisation campalgn Incorporating a new advertlsing styte with refurbished
lownges, Inflight entertainment and aircraft Interlors The airline was first-to-market with E-check In and
mobite phone WAP techinclogy.-

Mexicana Alrlines, Sinpapore Alrilnes, British Midlend and the J\ustrlsn Alglines group (consisting of
Austrian Alrlines, Tyrolean Alrways and Lauda Alr) jolned the Star Alliance bringing total membership

to 15.

ANNZES appointed a separate sehlor managerent team.

EBIV part 2 agresments were achleved across the alrline reallsing significant benefits Tor both staff and
the business.

Domestle alrline competition Intensified during the year with Impulse Airlines extending its services from
its eastern Australian regional base to include mejor trunk routes from June and Yirgin Blue emtering the
market In August,

Ansett capltalsed on Its stetus as Official Alrfine of the Sydney 2000 Olympic and Paralympic Games -
exceeding the financial targets sought from the ip.

Ansett Holdings Limited operating profit before tax fell to $101.6 milllon. Growth in passenger numbers,
revenue and load factors were offset by higher fuel costs, fluctuating forelgn exchangs rates and high
internat costs,

Gery Toomey took up the position of Chlef Executiva Qfficer of the cambined alrline Group in December.
Gary was the former Deputy Chief Executive and Executive Director at Qantas Airways Limited.
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INFORMATION COMPILED BY:
Ansett Australia Corporats Affalrs
16/501 Swanston Street
Melbourne, Victoria, 3000

Tel: (03) 9623 3450

Fax: {(03) 9623 2887

Our sincera thanks to the many Ansett Australia and former airine
paople who helped compile this decument.

Qur list of milestones is not meant to be a full Ansett history but we
hopa the chronology assists in glving & broad understanding of
major airline developments over tha years,

Every effort has been madae to ensure accuracy, but some documents
relating to Ansett's history are no longer available and occastonal
Instances of written informatlon contradicting other records wemne
encountered.

We would welcome advice from readers who might have access to

data we may have Inadvertently overlooked.

i
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" ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)

" LIST OF DIRECTORS
Director . Company Term of Directorship

1. Philip Ralph Burdon Ansett Holdings Lid 11/07/00 -
2. Ronald Powell Carter Angett Holdings £4d 11/07/00 -
3, Choong Kong Cheong Ansett Holdings Ltd 23/08/00 -
4. Elizabeth Mary Coutts Ansett Holdings Ltd 23/08/00 -
5. John Simon Curtis Ansett Australia Holdings Lid 27/05/98 - 05/03/01

Ansett Holdings Lid 27/05/98 -

Ansett International Ltd 23/06/00 -
6. Selwyn John Cushing Ansett Holdings Ltd 11/07/00 -
7. Anthony St George Edmonds | Ansett International Lid 22/01/00 -
8. Robert Estcourt Ansett International 1.4d 05/09/97 -
9. James Alfred Farmer Ansett Holdings Ltd 11/07/00 -
10. Jobhn Thomas James Kline Rock-It-Cargo (Aust) Pty Ltd 11/09/01 -
11. Ralph James Nortis Ansett Holdings Lid 11/07/00 -
12. Mervyn Leonard Peacock Ansett International Ltd 01/10/96 -
13. Philip John Barnes Rose Ansett Holdings Ltd 06/12/00 -
14. Michael Jiak Ngee Tan Ansett Holdings Ltd 23/08/00 -
15. Gregory James Terry Ansett Holdings Ltd 11/07/00 -
16, William McLeod Wilson Ansett Holdings Ltd 11/07/00 -
17. Christopher Wright Rock-It-Cargo (Aust) Pty Ltd 11/09/0] -
18. Arun Amarsi Ansett Holdings Ltd (alternate director for 18/07/01

Cushing) 21/08/01 -

Ansett Holdings Ltd (alternate director for 21/08/01 -

Burdon) '

Ansett Holdings Ltd (alternate director for

Terry)
19. Choon Seng Chew Ansett Holdings Ltd (alternate director for 16/07/01 -

Cheong)
20. Syn Chung Wah 23/07/0t -

Ansett Holdings Ltd (alternate director for

Tan} '




Director ; Company ' Term of Directorship
21. John Harvey Blair 501 Swanston Strect Pty Ltd -4 16/02/01 — 08/09/01
Aeropelican Air Services Pty Ltd
Airport Terminals Pty Ltd
Aldong Services Pty Ltd
Ansett Aircraft Finance Ltd
Ansett Australia Holdings Ltd
.| Ansett Avstralia Ltd
Ansett Aviation Equipment Pty Ltd
Anseit Carts Pty Ltd
Ansett Equipment Finance Ltd
Ansett Finance Ltd
Bodas Pty Ltd
Brazson Pty Ltd

Eastwest Airlines (Operations) Ltd
Eastwest Airlines Ltd '
' Kendell Airlines (Aust) Pty Ltd
Morael Piy Ltd
Northem Airlines Lid
Northem Territory Aerial Work
Show Group Pty Ltd
Sky West Airlines Pty Ltd
Skywest Aviation Pty Lid
Skywest Holdings Pty Ltd
Skywest Jet Charter Pty Ltd
South Centre Maintenance Pty Ltd
Spaca Pty Ltd
Traveland International (Aust) Pty Ltd
Traveland Iniernational Pty Ltd
Traveland New Staff Pty Ltd
“Walgali Pty Ltd
Westintech Ltd
Westintech Nominees Pty Ltd
Whitsunday Affairs Pty Ltd
& ‘Whitsunday Harbour Pty Ltd
Wridgways Holdings Ltd
Wridgways (Vic) Pty Ltd

Traveland Pty Lid - 19/3/01 — 8/9/01
Hazelton Airlines Ltd -1 30/03/01 — 08/09/01

Hazelton Air Charter Pty Ltd 1 10/04/01 - 08/09/01
Hagzelton Air Services Pty Lid




Director Company Term of Directorship

22, George Frazis 501 Swanston Street Pty Ltd 24/8/01 - 08/09/01
Aeropelican Air Services Pty Ltd
Airport Terminals Pty Lid
Aldong Services Pty Ltd
Ansett Aviation Equipment Pty Ltd
Angett Carts Pty Ltd
Bodas Pty Ltd
Brazson Pty Ltd
Kendell Airlines (Aust) Pty Ltd
Morael Pty Ltd
Northern Territory Aerial Work
Rock-1t-Cargo (Aust) Pty Ltd
Show Group Pty Ltd

Sky West Airlines Pty Ltd

Skywest Holdings Piy Ltd
Skywest Jet Charter Pty Ltd
South Centre Maintenance Pty Ltd
Spaca Pty Ltd .
Traveland International (Aust) Pty Ltd
Traveland international Pty Ltd
Traveland New Staff Pty Ltd
Traveland Pty Ltd
Walgali Pty Ltd
Whitsunday Affairs Pty Ltd
Whitsunday Harbour Pty Ltd
Wridgways (Vic) Pty Lid
Hazelton Air Charter Pty Ltd
Hazelton Air Services Pty Ltd

Ansett Aircraft Finance Ltd ' 16/02/01 — 08/09/01
Ansett Australia Holdings Ltd
Ansett Australia Ltd

Ansett Equipment Finance Ltd
Ansett Finance Ltd

EastWest Airlines (Operations) Litd
EastWest Airlines Ltd.-

Northern Airlines Ltd

Skywest Aviation Pty Ltd
Westintech Lid

Westintech Nominees Pty Ltd
Wridgways Holdings Ltd

Hazelton Airlines Limited 01/05/01 — 08/09/01




Director

Company

Term of Directorship

23, Scott David Roworth

501 Swanston Street Pty Ltd
Aecropelican Air Services Pty Ltd
Airport Terminals Pty Ltd

Aldong Services Pty Ltd

Ansett Aircraft Finance Lid

Ansett Australia Holdings Ltd
Ansett Australia Ltd

Ansett Aviation Equipment Pty Ltd
Ansett Carts Pty Ltd

.1 Ansett Equipment Finance Lid

Ansett Finance Ltd

Brazson Pty Lid

Eastwest Airlines (Operations) Ltd
Eastwest Airlines Litd

Kendell Airlines (Aust) Pty Lid
Morae] Pty Ltd

Northern Airlines Ltd

Northern Territory Aerial Work
Show Group Pty Ltd

Sky West Airlines Pty Ltd
Skywest Aviation Pty Ltd
Skywest Holdings Pty Ltd
Skywest Jet Charter Pty Ltd

South Centre Maintenance Pty Ltd
Spaca Pty Lud

Traveland International (Aust) Pty Lid
Traveland Intemational Pty Ltd
Traveland New Staff Pty Ltd
Walgali Pty Ltd )
Westintech Ltd

Westintech Nominees Pty Ltd
Whitsunday Affairs Pty Ltd
Whitsunday Harbour Pty Ltd
‘Wridgways Holdings Ltd
Wridgways (Vic) Pty Ltd

Bodas Pty Ltd )
Hazelion Air Charter Pty Ltd
Havzelton Air Services Pty Ltd
Hazelton Airlines Limited

Traveland Piy Ltd

16/02/01 — 07/09/01

21/12/00 07/05/01
30/03/01 - 07/09/01

19/03/01 — 07/09/01




Director

Company

Term of Directorship

24, Charles Barrington Goode

+ Anseft Aircraft Finance Ltd

Ansett Ausiralia Holdings Ltd
Ansett Australia Ltd

Ansett Equipment Finance Ltd
Ansett Finance Lid

EastWest Airlines (Operations) Ltd
EastWest Airlines Ltd
Northern Airlines Ltd

Skywest Aviation Pty Ltd
Westintech Ltd

Westintech Nominees Pty Lid
Wridgways Holdings Ltd

23/08/00 — 20/09/01

25. Graeme Clifford Allison

501 Swanston Street Pty Ltd
Aldong Services Pty Ltd

Ansett Aircraft Finance Ltd
Anseft Aviation Equipment Pty Ltd
Anseit Equipment Finance Ltd
Ansett Finance Ltd

Aitport Terminals Pty Ltd
Brazson Pty Ltd

Eastwest Airlines (Operations) Ltd
Eastwest Airlines Ltd

Morael Pty Ltd

Northem Airlines Lid
Rock-It-Cargo (Aust) Pty Ltd
Skywest Aviation Lid

Skywest Holdings Pty Ltd
Skywest Jet Charter Pty Lid

South Centre Maintenance Pty Ltd
Spaca Pty Lid

‘Walgali Pty Ltd

Westintech Ltd

‘Whitsunday Harbour Pty Ltd
Wridgways Holdings Ltd
Wridgways (Vic) Pty Ltd

Ansett Carts Pty Ltd

Northern Territory Aerial Work Pty Ltd
‘Westintech Nominees Pty Ltd
Whitsunday Affairs Pty Lid

Bodas Pty Lid

17/08/99 — 13/10/00

17/08/99 — 22/09/00




Director

Company

Term of Directorship

26. Gary Kenneth Toomey

501 Swanston Street Pty Lid
Aeropelican Air Services Pty Ltd
Airport Terminals Pty L4d
Aldong Services Pty Ltd

Ansett Aircraft Finance Lid

. Ansett Australia Holdings Ltd

Ansett Australia Ltd

Ansett Aviation Equipment Pty Ltd
Ansett Carts Pty Ltd

Ansett Equipment Finance Ltd
Ansett Finance Ltd

Bodas Pty Ltd

Brazson Pty Ltd

Eastwest Airlines (Operations) Ltd
Eastwest Airlines Ltd

Kendell Airlines (Anst) Pty Ltd
Morael Pty Ltd

Northern Airlines Ltd

Northern Territory Aerial Work
Show Group Pty Ltd

Sky West Airlines Pty Ltd
Skywest Aviation Pty Ltd
Skywest Holdings Pty Ltd
Skywest Jet Charter Pty Ltd

South Centre Maintenance Pty Ltd
Spaca Pty Ltd

Traveland International (Aust) Pty Ltd
Traveland International Pty Ltd
Traveland New Staff Pty Ltd
‘Walgali Pty Ltd

Westintech Ltd

Westintech Nominees Pty Ltd
Whitsunday Affairs Pty Ltd
‘Whitsunday Harbour Pty Ltd
Wridgways Holdings Ltd
Wridgways (Vic) Pty Lud

Ansett International Ltd
Hazelton Air Charter Pty Ltd
Hazelton Air Services Pty Ltd
Hazelton Airlines Limited

Traveland Pty Lid

16/02/01 — 24/08/01

16/02/01 - 08/69/01
10/04/01 — 24/08/01

19/03/01 - 24/08/01

27. Pamela Jean Catty

Traveland International (Aust) Pty Ltd
Traveland International Pty Lid
Traveland New Staff Pty Ltd
Traveland Pty Ltd

17/08/99 — 01/09/00




Director

Company

Term of Directorship

28. John Anthony Dell

501 Swanston Street Pty Ltd
Airport Terminals Pty Ltd

Aldong Services Pty Ltd

Ansett Aircraft Finance Ltd

Ansett Australia Ltd

Ansett Aviation Equipment Pty Ltd
Ansett Carts Pty Ltd

Ansett Equipment Finance Lid
Ansett Finance Ltd

Bodas Pty Lid

| Brazson Pty Ltd

Fastwest Airlines (Operations) Ltd
Eastwest Airlines Ltd

Morael Pty Ltd

Northern Airlines Ltd

Northern Territory Aerial Work Pty Ltd
Show Group Pty Ltd

Skywest Aviation Ltd

Skywest Holdings Pty Ltd

Skywest Jet Charter Pty Ltd

South Centre Maintenance Pty Lid
Traveland International (Aust) Pty Ltd
Traveland International Pty Ltd
Traveland New Staff Pty Ltd

Walgali Pty Ltd

Westintech Ltd

Waestintech Nominees Pty Ltd
‘Whitsunday Affairs Pty Ltd
Whitsunday Harbour Pty Ltd
Wridgways Holdings Ltd

Wridgways (Vic) Pty Ltd

Traveland Pty Ltd

22/09/00 — 16/02/01

22/09/00 — 19/03/01

29, Lawrence Francls Doolan

Spaca Pty Ltd

23/08/00 — 16/02/01

30. John Laurence Gribble

Aeropelican Alr Services Pty Ltd
Kendell Airlines (Aust) Pty Ltd
Skywest Airlines Pty Ltd

Spaca Pty Ltd

01/12/97 - 31/12/00

23/08/00 31/12/00

31. William Keith Herdman

Aeropelican Air Services Pty Lid (alternate
director for Rosalky)
Skywest Airtines Pty Ltd (alternate director)

Bodas Pty Ltd o
Kendell Airlines (Aust) Pty Ltd

Kendell Airlines (Aust) Pty Ltd (alternate
direcior)

17/08/99 — 16/02/01

21/12/00 - 21/02/01
16/02/01 ~ 07/09/01

17/08/99 — 16/02/01




Director

Company

Term of Directorship
32. Trevor George Jensen Skywest Airlines Pty Ltd . 25/08/97 — 16/02/01
33, Donald Moreton Kendell Acropelican Air Services Pty Ltd 18/10/96 — 31/12/00
Skywest Airlines Pty Ltd

Kendell Airlines (Aust) Pty Ltd

21/06/67 —03/12/00

34, Bey Soo Khiang

Ansett Holdings Ltd (altemate director for

| Goode)

31/05/01 - 20/09/01

35. Garry Robert Kingshott

Show Group Pty Ltd
Traveland International (Aust) Pty Ltd
Traveland International Pty Litd

Traveland Pty Ltd
Traveland New Staff Pty Ltd

23/12/97 - 05/03/01

23/12/97 - 19/03/01
15/06/99 — 05/03/01

36, Andrew Baxter Miller

501 Swanston Street Pty Ltd
Airport Terminals Pty Ltd

Aldong Services Pty Ltd

Ansett Aircraft Finance Ltd

Ansett Australia Ltd

Ansett Aviation Equipment Pty Ltd
Ansett Caris Pty Ltd

Ansett Equipment Finance Ltd
Ansett Finance Ltd

‘Brazson Pty Ltd

Eastwest Airlines (Operations) Ltd
Eastwest Airlines Ltd

Morael Pty Ltd

Northem Airlines Ltd

Northern Territory Aerial Work Pty Ltd
Rock-It-Cargo (Aust) Pty Ltd

Show Group Pty Ltd

Skywest Aviation Lid

Skywest Holdings Pty Lid

Skywest Jet Charter Pty Ltd

South Centre Maintenance Pty Ltd -
Traveland International (Aust) Pty Ltd
Traveland Intemational Pty Ltd
Traveland New Staff Pty Ltd
Walgali Pty Ltd

Westintech Ltd

Westintech Nominees Pty Ltd
Whitsunday Affairs Pty Ltd
‘Whitsunday Harbour Pty Ltd
Wridgways Holdings Ltd
Wridgways (Vic) Pty Ltd

22/09/00 — 16/02/01




Director Company Term of Directorship
Andrew Baxter Miller Aeropelican Air Services Pty Ltd 01/12/97 — 16/02/01
Skywest Airlines Pty Ltd

Kendell Airlines (Aust) Pty Lid
Traveland Pty Lid

25/08/97 — 16/02/01
22/09/00 — 19/03/01

37. Adam Francis Moronejr

Ansett Australia Holdings Ltd

19/01/01 - 05/06/01

38. Allister Currie Paterson

501 Swanston Street Pty Ltd
Airport Terminals Pty Ltd

Aldong Services Pty Ltd

Ansett Aircraft Finance Ltd

Ansett Aviation Equipment Pty Ltd
Ansett Carts Pty Ltd

Ansett Equipment Finance Ltd
Ansett Finance Ltd

Bodas Pty Ltd

Brazson Py Ltd

Eastwest Airlines (Operations) Ltd

| Eastwest Airlines Ltd

Morael Pty Ltd

Northern Airlines Ltd

Northern Tetritory Aerial Work Pty Ltd
Rock-Tt-Cargo (Aust) Pty Ltd
Skywest Aviation Ltd

Skywesi Holdings Pty Ltd
Skywest Jet Charter Pty Ltd

South Centre Maintenance Pty Lid
Walgali Pty Ltd

Westintech Ltd

Westintech Nominees Pty Ltd
Whitsunday Affairs Pty Ltd
‘Whitsunday Harbour Pty Lid
Wridgways Holdings Lid
Wridgways (Vic) Pty Led

Ansett Australia Holdings Lid
Ansett Australia Ltd
Ansett International Eid

22/05/00 — 16/02/01

18/07/00 ~ 16/02/01

39, Ronald Morris Rosalky

‘Aeropelican Air Services Pty Lid
Kendell Airlines (Aust) Pty Ltd

Bodas Pty Lid
Skywest Airlines Pty Ltd

17/08/99 — 16/02/01

1 22/09/00 — 16/02/01

40. Paul van Ryn

Ansett International Ltd

18/02/97 — 22/01/01




Director Company Term of Directorship
41, Wayne Alan Walker Traveland International (Aust) Pty Ltd 22/09/00 — 16/02/01
Traveland International Pty Ltd 03/04/00 — 16/02/01
Traveland New Staff Pty Ltd
Traveland Pty Ltd 03/04/00 — 19/03/01
42. Sean Patrick Wareing Ansett Australia Holdings Ltd 17/07/00 - 01/11/00
Ansett Holdings Ltd
43. David James Irvine 501 Swanston Street Pty Ltd 23/04/93 — 21/08/00
Ansett Carts Pty Ltd
Westintech Ltd
Wesintech Nominees Pty Ltd
Wridgways Holdings Limited
Wridgways (Vic) Pty Ltd
Airport Terminals Pty Ltd 25/11/92 — 21/08/00
Aldong Services Pty Ltd
Ansett Aircraft Finance Ltd
.| Ansett Aviation Equipment Pty Ltd
Anseit Equipment Finance Ltd
Ansett Finance Ltd
Ansett Australia Ltd 01/03/93 — 21/08/00
Bodas Pty Lid 20/08/98 — 21/08/00
Brazson Pty Ltd 31/03/93 - 21/08/00
Northern Airlines Ltd
Walgali Pty Ltd
Eastwest Airlines {(Operations) Ltd 21/12/92 - 21/08/00
Eastwest Airlines Ltd 22/09/95 — 21/08/00
Morael Piy Ltd 26/09/95 — 21/08/00
Northern Territory Aerial Work Pty Ltd 13/03/96 - 21/08/00
Rock-It-Cargo (Aust) Pty Ltd
Skywest Aviation Ltd
Spaca Pty Ltd
Skywest Holdings Pty Ltd 11/12/96 — 21/08/00
Skywest Jet Charter Pty Ltd 17/08/99 — 21/08/00
Aeropelican Air Services Pty Ltd (altemate '
director)

Kendell Airlines (Aust) Pty Ltd (altenate
director)

Skywest Airlines Pty Lid (alternate directer)
South Centre Maintenance Pty Ltd
Whitsunday Affairs Pty Lid

Whitsunday Harbour Pty Ltd

Show Group Pty Ltd

Traveland Pty Ltd (alternate director)

26/08/94 - 21/08/00
28/04/94 — 21/08/00
09/03/93 — 21/08/00
17/08/99 - 11/08/00

10




Hazelton Air Services Pty Ltd

Director Company Term of Directorship
44. Craig Alexander Wallace Acropelican Air Services Pty Ltd 17/08/99 — 25/08/00
Ansgett Aircraft Finance Ltd
Ansett Australia Limited
Ansett Equipment Finance Ltd
Ansett Finance Lid
Eastwest Airlines (Operations) Ltd
Eastwest Airlines Ltd
Kendell Airlines (Aust) Pty Ltd
Northern Airlines Ltd
| Skywest Airlines Pty Ltd
! Skywest Aviation Ltd
Westintech Limited
Wridgways Holdings Ltd
45. Robert Harry Nazarian Ansett Australia Holdings Ltd 01/10/96 - 17/07/00
Ansett Holdings Ld
Ansett International Ltd
46. James McCrea’ Ansett Australia Holdings Ltd 01/10/96 — 07/07/00
: Ansett Holdings Lid
Anseit International Ltd
. Ansett Australia Ltd 23/06/00 — 07/07/00
47, Peter John Macourt Ansett Australia Holdings Ltd 21/08/91 ~ 23/06/00
: Anseit Holdings Ltd 29/06/94 — 23/06/00
Ansett International Ltd 25/06/96 — 23/06/00
| 48. Kenneth Edward Cowiey Ansett Ausiralia Holdings Ltd 05/09/88 — 23/06/00
Ansett Australia Ltd 27107792 — 23/06/00
Ansett Holdings Ltd 29/06/94 — 23/06/00
: ' Anseti International Ltd 06/07/93 - 23/06/00
49, Roderick Ian Eddington Ansett Australia Holdings Lid 08/01/97 ~ 28/04/00
Ansett Australia Ltd '
Ansett Holdings Lid 04/02/97 — 28/04/00
50. Paul Craig Birch Show Group Pty Ltd 17/08/99 — 11/08/00
51. Lyell Francis Strambi Traveland International (Aust) Pty Ltd 17/08/99 — 11/08/00
Traveland International Pty Ltd
Traveland New Staff Pty Ltd
Traveland Pty Ltd
52. Sean Gould Williams Traveland Pty Ltd (alternate director for 01/07/60 — 19/03/01
: Watker)
53. Peter James Crogan Hazelton Airlines Lid 26/10/00 - 30/03/01
Hazelton Air Charter Pty Ltd

11




Director cbmpany Term of Directorship
54, Norman William Fricker Hazelton Airlines Ltd 28/11/97 - 30/03/01
Hazelton Air Charter Pty Ltd
Hazelion Air Services Pty Ltd
55, Desmond Livingstone Nicholl | Hazelton Airlines Ltd 29/03/96 — 30/03/01
.{ Hazelton Air Charter Pty Ltd
Hazelton Air Services Pty Ltd
56. Stanley James Quinlivan Hazelton Airlines Ltd 05/09/96 — 30/03/01
Hazelton Air Charter Pty Ltd
Hazelton Air Services Pty Ltd
57. Bradford Frederick McInnes | Hazelton Airlines Ltd 26/11/93 — 16/05/01
Stuart Hazelton Air Services Pty Ltd
Hazelton Air Charter Pty Ltd 22/06/94 — 16/05/01

AIAPPENDUX 4 « LIST OF DIRECTORS.DOC

12




Armold Bloch Leibler
Lawyars and Adviaers
g January 2002
Jamie Orchard

Director- Enforcement

Australian Securities & Investment Comimission
Victorian Regional Cffice '

Lovel 13

485 Latrobe Street

MELBOURNE VIC 3000

By Facsimlie —5280 3434
AND TO:
Kathrine Morganwicks

Australian Securities & Investment Commission
Victorian Regional Offica

‘Level 13
485 Latrobe Street
MELBOURNE VIC 3000 - Pawers
. Mk M Laib'sr a0
By Facsimlle - 9280 3392 obet J Hatihee
Heary O Lanis
Stovwt W Sizia
Dear Sir and Madam Suaen JHerbers -
SDsaph Boskntitafn
Ansett Administration bacn Zeder
1Phi ip Chastar
in accordance with Saction 439A of the Corporations Act 2001 (‘the Act”), the Faua & Patarsan
Second Meeting of Creditors of the Ansett Group {other than SkyWest and Smgran L Shap
Aeropalican) is currently scheduled to take place on Tuesday. 29 January 2002. Ko FFawcey
The Ansett Administrators will make statement to creditors that In their opinion 1t Paa hiaond
would be In the creditors’ interests to executz a Deed of Company Arrangement but Vichadt ¥ Duige
will also propose to adjourn the Second Mesting of Creditors for a further pericd of Jane U Sharidn
approximately 45 days. The Second Meeting of Creditors on 29 January 2002 wil Faita 3redsl
principally deal with the following matters, namely: Suavan K
h Look s A Thempaar
a) A general report as to the companies’ business, property. affalrs and et
financial circumstances; .. ain Ladiean
Jonathan & Wenlg
(o)  Approval of the TESNA transaction; and Fah Sl
Seuiar Axzeciabis
{©) Approval of the Administrator's fees. San:)!ard "
. Alex K
The Administrators ara generally sware from the assistance they have provided to N: r,:m
ASIC that ASIC Is currently conducting its own investigation into the Ansett Group. . bewrvenal
In anticipation of concluding lts first report to creditors, the Administrators would be Seutt Stondan
grateful if you could advise by 11 January 2002 if possible of the current status of Fiona Hardea
ASICs investigation and whather ASIC anticipates {aking any, and if so what, further Nicolo Gondes
steps. ’ '
P tpocial Conavn!
Pabiic Intersat Law

el 2

333 Colting Sl |
Maiboume )
Victoria 3003
Aurtralia

50 Box 5071
Mukaguroe

Wictoda 300%
Auspulia

JXA5S Mgthaurne
‘wwvwy B¢ LOM AL
Taingwrw
Lk R i)
Your raf Facalln
Owred LZ:EMM B3 SEIY 9600
Fleno 011213869 _
Docno  MODMAPCDOCSWMBLUZ2742M

Contact

Daonty Merkel

Dirmcd 81 392200778
Fatelmile 64 3 5918 8342
dmeskos! abl.oom.au

Partner

Laon Zwier

Diroct 1 3 9220 D626
zwieriBabd.com.au

Pater M Suidul




Arnold Bloch Loftlsr
Page: 2
Date: 5 Jormary 2002

Kindly note It is the Administrator’s present ntention to annex this letter and ASIC’s
reply {o the Report, :

Yours faithfully
ARNOLD BLOCH LEIBLER

per:
Leon Zwl




ASIC

Australian Securities & Investments Commiseion

Reglonal Ofice - Vistorla

CGL “Tower, 453 Latrobe Street, Metboume
GPO Box W27 Melbowrne YIC 3001

X 423 Mefbsucne

v
§ e

9 January 2002

a Mr Leon Zwier

Partmer i :

Armnold Bloch Leibler .
Level 21 : R g
333 Collins Street ~ ~ ° ST e
MELBOURNE VIC 3000

.
PR

Dear Sir
Ansett Administration
Thank you for your letter of 9 January 2002,

On 14 September 2001, the Austratian Securities and Investments Commission
{"*ASIC") commenced 8 formal investigation pursuant to section 13 of the ASIC Act
2001 (Cth) into suspected contraventions of section 180 and / ot section 588G and / or
section 588V and / or section 995(2) of the Corporations Act 2001 relating to Ansett
Holdings Limited (Administrator Appointed) ACN 065 117 535 and Air New Zealand
Limited ACN 000 312 685 during the period 23 June 2000 to 12 September 2001,

‘ . This investigation is continuing, however, ASIC is unable to comment on anticipated
future action, if any, in respect of the parties the subject of our investigation until
ASIC's enguities in this matter are finalised, '

ASIC acknowlédges the co-operation of the Administrators and their general
assistance with our investigation to date.

Youts faithfully, -
” Yy 4
A A .
(%55yufﬁmz//
Jaghie Orchard
irector Enforcement South/West
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ANSETT GROUP
PRO-FORMA POOLING DEED

STATEMENT PURSUANT TO SECTION 439A('4](c1

OF THE CORPORATIONS AcT 2001

1 PARTIES
| The parties to the Deed will be:

1.1 The Ansétt Group Companies named in Schedule ## of this
Statement (each "an Ansett Group Company” and collectively "the
Ansett Group™); : '

a _ 1.2 Mark Francis Xavier Mentha and Mark Anthony Korda in their
. capacities as Administrators of each Ansett Group Company ("the
Voluntary Administrators”);

1.3 Mark Francis Xavier Mentha and Mark Anthony Korda In their
capacities as the Administrators of the Deed (“the Deed
Administrators").

2 PURPOSE AND OBJECTS

The purposes and objects of the Deed are to provide for the business,
property and affairs of each Ansett Group Company to be administered in a

way that:

2.1 maximises the chances of the Ansett Malnline Business continuing -
in existence under the ownership of Tesna and provides for a

_ regime for that to occur; _
' 22 facllitates a selective pooling of the assets and novation of the
' liabilities of certaln Ansett Group Companies into one company,

2.3 results In a better return for the creditors of each Ansett Group
Company than would result from an immediate winding-up of the
Ansett Group; '

2.4 facilitates a commercial resolution fo the financial difficulties of the
Ansett Group without unnecessary impediment or legal dispute; and.

2.5 has due regard to any orders or directions made by the Court as to
how Part 5.3A of the Act is to operate in relation to each Ansett

Group Company.
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DEFINITIONS

3.9

3.10

3.11

3.12

3.1 "Act" means the Corporations Act 2007,

3.2 "Ajrcraft Lessor® means any person other than an Anseit Group
Company who is the legal or beneficial owner of an aircraft that is
used or occupied by or in the possession of an Ansett Group
Company of in relation to which an Ansett Group Company is liable
as at the Appointment Date;

33 vAlr New Zealand MOU" means the Memorandum of
Understanding dated 3 October 2001 between, amongst others, the
Ansett ‘Group, the Voluntary Administrators, the Air New Zealand
Group and directors of both the Air New Zealand Group and the
Ansett Group:

34 "Appointment Date” means the daj, o mmencement of the
voluntary administration of each Apse up §ompany,

3.5 "Asset" includes a mere caugs, n olhghose in action;

3.6 *Assumed Claim" meig
another Ansett Greay

3.7

3.8 4 %5al¢" means a sale by any Ansett Group Company of a

assets to a third party which occurs during the
Nptal¥ Administration Period or the Deed Period, including the
N2 Sale; : -

"Claim® means a debt payable by, and aii claims against, an Ansett
Group Company (present or future, certain or contingent,
ascertained or sounding only in damages), being debts or claims
circumstances giving rise to which occurred on or before the
Appointment Date; '

*Commencement Date" means the date the conditions precedent
in Clause 4 have been satisfied; - '

"Coupon Creditor" means a person who on the Appointment Date:
is the holder of a ticket for air fravel to be provided by any Ansett
Group Company on or after the Appointment Date and which has
not been honoured by the carrier;

"Court” means the Federal Court of Australia at its Melboumne
Registry;
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3.13

3.14

3.15

3.16

3.17

3.18

3.19

3.20

"Deed Administrators® means Mark Francis Xavier Mentha and
Mark Anthony Korda in their capacities as administrators of the
Deed;

*Deed Creditor" means any person who has a Claim, including
Assumed Creditors; '

"Deed Period” means the period commencing on the
Commencement Date and ending on the Termination Date;

w'Domestic Terminal Leases” means the leases for airport

terminals located at Australian airports which are used by, occupied
or in the possession of the Ansett Group Company, being the
terminals at the following airports:

(a) Melboumne;

(b) Sydney; \ |
(c) Brisbane; \ o

(d) Adelaide; _

(e) SV

®

ice springs;

Caims;
k) Townsville;
{) Coolapgatta;
{m) Rockhampton;

"‘Domestic Terminal Lessors" means the lessors under Domestic
Terminal Leases; '

"Electing Companies" means the Ansett Group Companles listed -
in Schedule ## to this Statement,

"Employees" means all employees of any Ansett Group Company
as at the Commencement Date;

"Entitlement” means the amount of a Claim that a Participating
Creditor is entitled to be paid as-a distribution in accordance with
the Deed;
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3.21

3.22

3.23

3.24

3.25

3.26

3.27

"Excluded Assets" means:
(a) the assets of the Principal Ansett Company; and

{b) the shares In the Principal Ansett Company or the
shares in any of its holding companies;

"General Fund® means the fund established for the payment of
Participating Creditors;

" nGlobal Reward Creditor” means a person who is a member of the

frequent flyer scheme operated by the Ansetlt Group known as
Global Rewards as at the Appointment Date; :

"Global Reward Claim" means a Claim of a Giobal Reward
Credltor which arises:

(a) because he or she had Glob# Rewa¥Js points standing to
his or her credit as at the Rppoihiggent Dgte, or

t e, he or she held an

redemption of Global

1@ be provided by the Ansett

er the Appointment Date and
F@ioured by the carrier; or

int

(b} because as at the
[ th

airline ticket €@
Rewards pgints

n of being a member of the Global

because the expiry date for thelr membership falis on or
after the Appointment Date;

{b) otherwise by reason of being a member of the Golden
Wing Club;

"Golden Wing Creditor" means a person who was a member of
the Golden Wing Club or would be a member of the Golden Wing
Club but for the administration of the Ansett Group,

“Insignificant' Clalm" means the Claim of a Deed Creditor:

(a) = whose Claim as stated in the proof of debt lodged by it
or in the assessment of the Deed Administrators is for
an amount less than $##,; or

{b) - in respect of which the Deed Administrators have
estimated the likely dividend will be less than $##,;
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3.28 "Insignificant Creditor" means a person with a 'C.laim which is an
Insignificant Claim;

329  "IT Creditor" means a person with a Claim which arises out of, or is
related to, or is connected with the licensing of intellectual property
in general or other rights to any Ansett Group Company;

330 . "Insured Creditor" means a person with a Claim for a personal
injury arising out of employment for which the Ansett Group
Company is to be indemnified by an insurer or like agency;

3.3 "Leases” means any lease, licence or other agreement fo use,
occupy or possess real property or any other property;

3.32 " essor" means any person (other than an Ansett Group
Company) who is the legal or beneficial ggvner of real property or
any other property used, occupied or jath ssession of an Ansett
Group Company at the Appointmeni
Lessors, Aircraft Lessors and Othay,

3.33  "Mainline Assets” means t % s
Business to be sold to i
the Tesna Offer;

3.34 _ the domestic passenger airine.
or the Ansett name prlor to the
sold to Tesha Holdings Pty Ltd in

$esna Offer;

3.35  \ WippeNCiaphities” means the liabilities of the Mainline Business

3.36 "Members" means shareholders of an Ansett Group Company,

3.37 "Non-Pooling Ansett Group Company” means an Electing
Company whose creditors resolve at the Second Meeting of
Creditors. not to participate in Pooling;

338 "Operative Provisions® means Clauses 1, 2, 3,4 and 5;

3.3¢  "Other Lessor’ means any person other than an Ansett Group
Company who is the legal or beneficial owner of an asset {other
than real property or an aircraft) that is used or occupied by or in
the possession of an Ansett Group Company or in relation to which
an Ansett Group Company is liable as at the Appointment Date;

3.40 "Participating Creditors” means a Deed. Creditor other than :-
(a) Insignificant Creditors; '
(b} Insured Creditors;
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3.41

3.42

3.43
3.44
3.45

3.46

3.47

(c) Transferred Creditors;

(&) [To be determineds];
(e) [To be determined];
() [To be deterrnin'ed];

"Past Employees” means employees of any Ansett Group.
Company whose employment has been or is terminated by the
Voluntary Administrators or Deed Administrators or whose
employment otherwise ceases during the Voluntary Administration
Period or the Deed Period, but excluding those employees whose
employment has been terminated to enable the transfer of their
employment pursuant to a Business Sale;

Company so that creditors of ea
be creditors of the Principal ett

tary Administrators and the Deed

gyable to the Voluntary Administrators or the Deed
ninistrators pursuant to the terms of the Deed; -

Past Employees and the SEESA Payer in relation to
SEESA Payments;,

{c) Priority ROT Creditors to the extent of their priority;
(d) Secured Creditors; '

"Priority ROT Creditor" means a ROT Creditor in relation to such
priority amount notified fo it by the Deed Administrators under
Clause 19, and in the event of a dispute about the notified amount -
such priority amount agreed between that ROT Creditor and the
Deed Administrators or ordered by the Court; _

"Property Lessor’” means any person other than an Ansett Group
Company who is the legal or beneficial owner of real property that
is used or occupied by or in the possession of an Ansett Group
Company or in relation to which an Ansett Group Company is fiable
as at the Appointment Date;
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3.48

3.49

3.50

3.51

3.52 X

3.63

3.54

3.66

"ROT Claim" means a claim by a supplier pursuant to the terms of!
trade by which the supplier traded with an Ansett Group Company,
the supptier retained an interest in or ownership of goods and in
respect of which there is no provision or act undertaken by that
supplier inconsistent with those retention of ownership or interest
provisions and in respect of which such goods remained in the
possession of the Voluntary Administrators as at the Appointment
Date and for which payment has not previously been made by an
Ansett Group Company;

"ROT Credltor” means a person who has a ROT Claim;

"Secured Creditor” means any person who has the benefit of a
Security which was valid at the Appointment Date or which is
validated within 14 Busiriess Days after the execution of the Deed
over alt or any assets of an Ansett Grou mpany securing all or
any of its Claim but only to the e t Security as at the
Appointment Date;

who has entered .into g
Company and holds, e payment of any debt or

M “hligation under that financing

igh than by operation of law or as a result of a banker’s rlght _
SEmbine accounts), assignment which provides for and securés
theYayment of any debt or monetary liability or the performance of -
any obligation; _

"SEESA Payer" means SEES Pty Ltd as agent for the
Commonwealth o_f Australia, or the Commonwealth of Australia;

"SEESA Payments" means payments made by the SEESA Payer
pursuant to the Special Employee Entittement Scheme for Ansett
Group employees established under the Air Passenger Ticket Levy
(Collection) Act 2001 and paid to the Voluntary Administrators or
the Deed Administrators in accordance with a determination made.
by the Minister for Employment and Workplace Relations under that
Act and the SEESA Payments Deed;

"SEESA Payments Deed" means the Deed dated 18 December
2001 between SEES Pty Ltd, the Ansett Group and the Voluntary
Administrators setting out the terms on which SEESA Payments are
to be pald to the Voluntary Administrators or the Deed
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Administrators and the priority in which such payments wili be
repaid; :

3.56  "Superannuation Creditor" means a person that is a trustee of a
Superannuation Fund; .

3.57 "Superannuation Funds" means Ansett Australia Ground Staff
Superannuation Plan Pty Ltd (as trustee of the Ansett Australia
Ground Staff Superannuation Plan), Ansett Australia
Pilots/Management Superannuation Plan (as trustee of the Ansett
Transport Industries Limited Pilots/Management Superannuation
Plan) and Ansett Australia Flight Engineers’ Superannuation Plan
Pty Ltd (as trustee of the Ansett Transport Industries Limited
Pilots/Management Superannuation Plan), '

3.568 "Supplier" means a person whose arises from or in
consequence of the supply of goods;:

3.59 inatidg of the Deed;
3.60 R Tesna Holdings Pty
accepted by the Voluntary
3.61 Tesn e, salgiof the Mainline Business (including
SMlisets and the assumption of the Mainline
dings Pty Ltd as contemplated by the terms
3.62 <& {r dreditors” means a person with a Claim which a

Bas on or before the Commencement Date assumed or
& assume, whether that agreement to assume the liability is
Rdhional or unconditional; '

363  "Voluntary Administration Perlod” means the period of time
commencing on the Appointment Date and concluding on the
Commencement Date;

3.64 . "Voluntary Administrators” means Mark Francis Xavier Mentha
and Mark Anthony Korda in their capacities as administrators of
each Ansett Group Company.

CONDITIONS PRECEDENT

4.1 The provisions of the Deed, other than the Operative Provisions,
will not come into effect unless and untll:

(a) ~ at the meetings convened under Section 439A of the
Act, the creditors of each Ansett Group Company (other
than the Electing Companies) resolve to enter into a
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42

Deed of Company Arrangement specified in the
resolution {belng the proposed Deed details of which
accompanied the notice of meeting); and

(b) if deemed necessary by the Voluntary Administrators,
approval by the Court. -

If the conditions preoedént in Clause 4.1 are not satisfied on or
before ## 2002, the Deed Administrators will cause a meeting of

 creditors of each Ansett Group Company to consider whether each

Ansett Group Company should be wound up or enter into a different
deed of company arrangement.

ELECTION OF POOLING OR NON-POOLING BY ELECTING COMPANIES

5.1

5.2

5.3

5.4

The creditors of each Electing patly will be given the
opportunity at the Second Meeting rediQrs to participate in
Pooling.- _

cteditors of cne or more
rticlpate in Pooling, then

renjtdrs will not participate in the General Fund
whed under Clause 31, but instead a specific fund
Wl Be estabiished for that Ansstt Group Company in
dccordance with Clause 32;

(c inter-company claims owing to or by that company to
any other Ansett Group Company will not be released in
accordance with Clause 37.

if at the Second Meeting of Creditors the creditors of one or more of
the Electing Companies do resolve to participate in Pooling, then
the Pooling Provisions will apply to such companies,

For the avoldance of doubt:

(@) the Pooling Provisions will apply to all Ansett Group
Companies other than a Non-Pooling Ansett Group
Company; and

(b) alt provisions of the Deed other than the Pooling
Provisions will apply to all Non-Pooling Ansett Group
Companies. _ '
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6
7
od
8
9
10

10

COMMENCEMENT DATE

The Deed wiii be taken to have commenced upon satisfaction of the
Condition Precsdent. :

MORATORIUM

7.1 During the Deed Period, all Deed Creditors other than Insured

- Creditors, are restrained from taking any action or proceeding with

an action in relation to Claims, including claims for damages,

against an Ansett Group Company other than to enforce rights

arising pursuant to the terms of the Deed, without the Deed
Administrators prior written consent.

7.2 The Deed Administrators cannot be lial to an action or other
proceeding for damages in respect refusgi fo give an approval
or consent for the purposes of thigmo jium.

X

ed inistrators:

ROLE OF DEED ADMINISTRAT!

8.1

Ansett Group Company’s business,

ay termihate or dispose of all or part of that business
and may dispose of any of that property; and o

{d) - may perform any function and exercise any power that
the Ansett Group Company or any of its officers could
perform or exercise if the Ansett Group Company were
not subject to the Deed.

DEED ADMINISTRATORS ACT AS ANSETT GROUP COMPANIES AGENTS

When performing a function or exercising a power as Deed Administrators,
the Deed Administrators are taken to be acting as agents of the Anselt
Group Companies.

POWERS OF OTHER OFFICERS SUSPENDED

10.1 While an Ansett Group Company is subject to a Deed of Company
' Arrangement, a person {other than the Deed Administrators) cannot
perform or exercise and must not purport to perform or exercise a
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1

12

13

14

11

function or power as an officer of the Ansett Group Company
except with the Deed Administrators prior written approval.

10.2 For the avoidance of doubt, the directors of each Ansett Group
Company will undertake not to pass a resolution to place any
Ansett Group Company into voluntary administration or take any
step to wind it up except with the Deed Administrators prior written
approval.

DEED ADMINISTRATORS MAY INVESTIGATE AFFAIRS
The Deed Administrators may investigate the' Ansett Group Company's

business, property, affairs and financial circumstances and may report the
results of thelr investigations to ASIC. '

DEED ADMINISTRATORS RIGHT TO ANS uP SOMPANIES BOOKS
A person is not entifled as against De dniigistrators of any Ansetft

Group Company :- :

12.1 to obtain possessi f%“ sett Group Company; or

12.2 o claim or erfol % st€h books, -
N\

but such a liengd ejudloéd.

B Rencd a shareholder will not transfer any shares owned by itin
X oup Company except with the Deed Administrators  prior
written approval.

DomesTIC TERMINAL LEASES

141 Al persons bound by the Deed will acknowledge that in order to
give effect to the objects of Part 5.3A of the Act in general and to
maximise the chances of each Ansett Group Company continuing
in existence the Voluntary Administrators entered into the Tesha
Sale.

14.2 All persons bound by the Deed will further acknowledge that it is a
term and condition of the Tesna Sale that each Domestic Terminal
Lessor will consent to the assignment of its lease of the Domestic
Terminal to Tesna (or its nominee) and willl be required to perfect
any such assignment. '
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15

16

12

143 | Each Domestic Terminal Lessor hereby acknowledges to each!

other person bound by this Deed as follows :-

() a failure by a Domestic Terminal Lessor to consent to or
perfect an assignment of the lease to Tesna (or its
nomines) may prejudice the sale of the Mainline
Business to Tesna and thereby frustrate the objects of
Part 5.3A of the Act;

- {b) each Domestic Terminal Lessor's Interest in its lease will
be adequately protected by Tesna acquiring the
‘Mainline Business and abiding by the terms of the

- Domestic Terminal Lease. '-

TRANSFER OF ASSETS AND LIABILITIES
156.1 All property and assets of each AnsethGroup ¥company other than
a Non-Pooling Ansett Group CoNgganyQili beNjransferred to the
~ Principal Ansett Company.

16.2 The Principal Ansett C ny ssyme all Claims novated from
{0 than a Non-Pooling Ansett

15.3
W nd having regard to the diminution of Ansett Group
h, Beneral and a reduction of payments to Participating
&in particular
16.4 * Tesna Sale does not proceed to completion any liabilities

which would have otherwise been assumed by the third party
purchaser pursuant to the Tesna Sale had that sale completed will
be transferred by the relevant Ansett Group Company fo the
Principal Ansett Company, and the Principal Ansett Company
agrees to assume that liability.

16.5 Each Ansett Group Company and each person bound by the Deed
will do all things and sign all documents required by the Deed .
Administrators to effect, ratify and perfect the transfer of assets and
liabilities. ' _

PROOFS OF DEBT

16.1 The Deed will contain 'a broadly based mechanism for making
claims and establishing proofs of debt in similar terms as those that
apply in a winding up.
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18

19

13

16.2 For the avoidance of doubt, not all Deed Creditors claims will be

paid a dividend under the Deed. Dividends will only be paid to
Participating Creditors.

LESSORS GENERALLY

17.1 All persons bound by the Deed irrevocably agree that Section
444D(3) is limited to possessory rights of an owner or Lessor of

property,

17.2 All persons bound by the Deed irrevocably agree that Section
444D(l) operates to enable Lessors to claim for future rent and
future breaches of covenant.

17.3  The Ansetit Group's Leases with the Lesgdrs will not be assigned
under the Deed. The Property Lesg ngmises which will be

Comp ¥ng the Deed Period
% the Lessor to the

17.4 inisfiag ka¥opt, ratify or become liable to
17.5 Yoty & favour of the Deed waives any prior

178 4 Ror Wikuse its best endeavours to mitigate its loss and

18.1 The Deed Administrators will not adopt, ratify or become persona!ly
liable for the Employees' continued employment.

18.2 Employees whosse employment is transferred to Tesna will waive afl
their rights to be paid a dividend under the Deed.

18.3  The Deed will contain detailed provisions to ensure that Employees
who accept empioyment with Tesna will have no entitlements to
receive a dividend In the administration or winding up of the Ansett
Group or pursue any other rights against the Anset{ Group.

RETENTION OF TITLE CREDITORS

19.1 Each Ansett Group Company and ROT Creditors will provide the
Deed Administrators with all relevant documentation relating to its
ROT Claim. ' '
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20

21

22

23

14

19.2 The Deed Administrators will on a without prejudice basis advise
ROT Creditors as to their determination of the amounts which will
rank as a priority.

19.3 if there is any dispute in relation to the classification of the amount
determined by the Deed Administrators such dispute will be
mediated.

194 If any disputes in relation to ROT Claims cannot be resolved by
mediation, then ROT Creditors have the right to appeal against the
Deed Administrators fallure to admit their ROT Claims in full and
have that appeal determined by the Court. The Principal Ansett
Company. will pay any amount which the Court orders to be paid,
notwithstanding the respondent may be another Ansett Group
Company. '

AIRCRAFT LESSORS

is terminated or whose

The Claim of an Aircraft Lessor whosghe
g thm by the Voluntary

aircraft was or Is returned
Administrators or the Deed Admi

[To be dstermined]

PROPERTY LES§ ER LESSORS

- r than an Aircraft Lessor) whose Lease was or is
e, Property was or is vacated or returned or available for
Ihtaty Administrators or the Deed Administrators is:

[To be deteha ed]

SECURED CREDITORS
The Claim of a Secured Finance Lease Creditor is:

[To be determined]

CourPON CREDITORS
The Ciaim of a Coupon Creditor is:
[To be determined]
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24

25

26

21

28

29

30

15

GLOBAL REWARD CREDITORS
The Claim of a Global Reward Creditor is:
[To be determined]

GOLDEN WING CREDITORS
The Claim of a Golden Wing Creditor is:
[To be determined_]' :

INSIGNIFICANT CREDITORS ' -
The Deed will release and extinguish Insiggifica Claims without the
payment of any dividend.

IT CREDITORS \ |
The Claim of an IT Creditor \
[To be determined] _

LAY provisions fo ensure that each Ansett Group
obliggitiod to make further contributions to the Superannuation
g, Wil not rank to any priority of payment unless the Court so
determines &4t it would do so if the Ansett Group Companies were wound

up.

LIMITATION OF ALL DEED CREDITORS CLAIMS (OTHER THAN INSURED
CREDITORS) ' :

The Deed will prohibit ali Deed Creditors {other than Insured Creditors) from
receiving a dividend in respect of expectation damages, special damages -
and damages for incidental and consequential loss.

AIR NEW ZEALAND MOU

30.1 All persons bound by this Deed acknowledge that pursuant to the
Air New Zealand MOU: :
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31

16

(@ in consideration of the Voluntary Administrators being
paid AUD$150 million by the New Zealand Government
on behalf of the Air New Zealand Group:

n the Voluntary Administrators and the
Ansett Group released the Air New
Zealand Group and directors of both the
Air New Zealand Group and the Anseft
Group from any actions, claims and
demands arising out of a letter of
Comfort dated 8 August 2001 from Air
New Zealand Limited to the Ansett

Group;

(i) subject to the  accuracy of certain
representation en by the directors in
the Air NewgZealaRd MOU, the Voluntary

Adminigiratodg jand \the Ansett Group
kbe AR New Xeaiand Group and

ghbothy the Air New Zealand
e Ansett Group from
bs and demands relating to
fhgdement or affairs of the Ansett

G . but without effecting any rights or

owBrs of or causes of action the
ustralian Securities & Investments
Commission may directly or indirectly

have In relation to any parly to the Air
New Zealand MOU; :

g the Air New Zealand Group and the directors of both the
Air New Zealand Group and the Ansett Group released

which any of them may have on any account
whatsosver,

and the Deed will incorporate the above releases.

30.2 In accordance with the Alr New Zealand MOU, the Deed
Administrators will, after the Deed is entered into, request the Air
New Zealand Group to sign and deliver to the Deed Administrators
a transfer in blank of all shares held by the Air New Zealand Group
in the Ansett Group for nominal value together with the share scrip
for those shares.

GENERAL FUND
311 The General Fund will be comprised of:

(a) ‘the proceeds from the Tesna Sals; |

@ Amoid Bloch Leibler 2002
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(b) the proceeds from the sale of any other assets;

(¢} “the refunds of stamp duty received on termination or
surrender of any Lease; and

df  the prbceeds from the realization of any asset including
proceedings.

31.2 The General Fund wifl be applied in payment of the Voluntary
~ Administrators, the Deed Administrators and the Participating
Creditors as foliows:

(a) first. the Voluntary Administrators and Deed
Administrators In relation to any amounts owing to them
and unpaid pursuant to the terms of the Deed, to the -

extent they would be affordedgiority in a winding up of
_ the Principal Ansett Compggy; %
| | (b) . secondly, the Securedig )

Security is valid;

(©) thirdly, Priori
amount;

{d) hloyees and the SEESA Payers in

_ h the terms of the SEESA Deed,

Ssihied to a priority under s556 of the Act as if

3. théySRsett Group Company was wound up, in the order
ORprtority set out in section 556; and

fifthly, to the other Participating Creditors on a pro rata
basis,

in the amounts and on the dates determined by the Deed
’ Administrators. -

- 31.3 For the avoidance of doubt, if there is any apparent inconsistency
between the Deed and the SEESA Deed concerning the priority of
repayment to the SEESA Payer, the terms of the SEESA Deed will
prevail. '

32 SpPECIFIC FUND FOR EACH NON-POOLING ANS_ETT GRouUP COMPANY

321 For each Non-Pooling Ansett Group Company, a specific fund will
be established for that company to be comprised of:

(a) the proceeds from the sale of any assets owned by that
company,;

@ Amuold Bloch Leibler 2002
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(b) the refunds of stamp duty received on termination ol
surrender of any lease held by that company; and

{c) the proceeds from the realization of any other asset of
that company, including proceedings.

322  The specific fund established for each Non-Pooling Ansett Group
Company will be applled in payment of the Voluntary
Administrators, the Deed Administrators and the Paricipating

. Creditors of that Non-Pooling Ansett Group Company as follows:

(a) first, the Voluntary Administrators and the Deed
- Administrators in relation to any amounts owing to them
and unpaid pursuant to the terms of the Deed, to the

extent they would be afforded priority in a winding up of
& that Non-Peoling Ansett Grou mpany;

(b) secondly, the Secured ditors \of that Non-PoolIng
Ansett Group Compang,to th@exterfthat their Security

is valid; g
{c) thirdly, Priori@® f that Non-Pooling Ansett
Group Gy p to their priority amount;

(d) P, eniigbyees of that Non-Pooling Ansett
aly and the SEESA Payers in accordance

of that Non-Pooling Ansett Group Company.
3y other Participating Creditor of that Non-Pooling
\DBnsétt Group Company entitled to a priority under
%ction 556 of the Act as if that company were to be
wound up, in the order of priority set out in section 556;
and ' : _

(e) fifthly, to other Participating Creditors of that Non-
. Pooling Ansett Group _Company on a pro rata basis,

in the amounts and on the dates determined by the Deed
Administrators. '

33 CHARGES OVER ASSETS

Each Ansett Group Company will provide the Deed Administrators with a-
fixed and fioating charge over all of its, assets and undertaking to secure all
amounts to be paid to the Voluntary Administrators and Deed Administrators
(including remuneration and costs and the liabilities of the Voluntary
Administrators and Deed Administrators). '
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The Deed Administrators will retain day to day management and contro! of
the Principal Ansett Company and all other Ansett Group Companies until
the Termination Date to the exclusion of the directors.

POWERS OF ADMINISTRATORS

35.1

35.2

35.3

The Deed Administrators will be entitied in their capacity as Deed
Administrators and trusiee of the General Fund to exercise all the
powers, authorities and discretions which are ordinarily exercised
by or vest in a trustee of a fixed trust.

The Deed Administrators will be given, such powers as are
necessary for the effective operation of th&Reed.

Without limiting Clauses 35.1 and 36.2) Dedg Administrators will
have the foliowing powers:

(a)

e shareholders of each

the powers

{b)

Whe Corporations Regulations

the power fo alter share capital;

(e} the power to issue shares;

(f) the power to vary class rights attaching to shares;

(9) the power to cha_ngé each Ansett Group Company's
name; _

(h} the power to reduce each Ansett Group Company's
capital; :

{i) the power to alter each Ansett Group Company's

- constitution;
0 the power to convene meetings of members of each

Ansett Group Company; and

(k) in relation to the property and assets of sach Ansett
Group Company, all the powers of a natural person who

© Amold Bloch Leibler 2002
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' 35.4

35.5

TERMINATION OF DEED

36.1

() ## months fromgibe 3

20

is the absolute and beneficial owner of such property
and assets.

In exercising any power of sale, the Deed Administrators will take
reasonable care to sell the relevant asset for the best price that is
reasonably obtainable, having regard to the circumstances existing
when the asset is sold and having regard to the diminution of Ansett
Group liabilities in general and any reduction in payments to
Participating Creditors in particular.

The Deed Administrators will have power to engage solicitors and
consultants, and the Ansett Group will pay all costs of any solicitors
and consultants engaged by the Deed Administrators.

extended 2 as ‘Q .:

o\ ent of all Participating Creditors’ Entitlements from
e General Fund;

| in respect of each Non-Pooling Ansett Group Compahy.
~payment of all of its Participating Creditors’ Entitliements
from the spedcific fund established for it under Clause 32;
or

{f Deed Creditors passing a resolufion at a meeting of
Deed Creditors to terminate the Deed.

36.2  Notice of any meeting of Creditors will be glven by advertising
nationally and by posting on websites.

36.3  The Deed Admlnlstrators may deregister each of the Ansett Group
Companies other than the Principal Ansett Company.

INTER-COMPANY CLAIMS

All Claims due by one Ansett Group Company against any other Ansett
Group Company (other than the Non Pooling Ansett Group Companies) to

@ Amold Bloch Leibler 2002




38

39

40

21

the extent that they have not previously been released will be released in' -
respect of:

37.1  rights of contribution and indemnity;

37.2 loans; |

37.3 internat sales;

374  shared Employees;

37.5 internal purchases;

37.6 shared assets; and

37.7 breaches of the Act (or Corporations Law

Subject to the provisions of the Air New Zeal O, nothing contained in

M
this clause will constitute a waiver of anygfAns rouf, Company's claims
agalnst any director or officer of the Ansett up & any other person.

All Members consent taJhg ppoint the Deed Administrators as
their proxies or attyneysQRN ss resolutions to give effect to the
terms of the Deegd! \

ADMNST ERATION AND COSTS
The Pritk

- tt Company will from time to time pay to the Voluntary
Administra¥y%a

nd Deed Adminisirators:
39.1 remuneration in accordance with rates to be set out in a Schedule;
39.2 reimbursement of all of their legat and accountancy costs; and

39.3  all debts and liabilities incurred by the Voluntary Administrators and
Deed Administrators during the Voluntary Administration Perlod and
the Deed Period. ' :

VOLUNTARY AND DEED ADMINISTRATOR'S INDEMNITY

The Voluntary Administrators and Deed Administrators are entitled to be
indemnified by the Ansstt Group in accordance with the Deed for their costs,
expenses and liabilities incurred during the Voluntary Adminlistration Period
and Deed Period, other claims made agalnst the Voluntary Administrators
and Deed Administrators and all amounts for which they are entitled to be

indemnified under the Deed.
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DEED CREDITOR RELEASE

411  The Deed will contain full and complete releases by all Deed
Creditors other than insured Creditors of the amount of their Claims
as and from the Commencement Date.

41.2 insured Creditors will release all of their claims as and from the
Commencement Date as and when they have exhausted their
rights against the insurer or like agency. : ;

413 The Deed wil also contain releases in favour of the Voluntary
Administrators and the Desd Administrators.

VOLUNTARY AND DEED ADMINISTRATORS REL

All personé bound by the Deed release thg VolOgiary inistrators and the
Deed Administrators from all claims and lidklity e&kcept itkthe case of fraud,

dishonesty, breach of duty or neglige
COMMITTEE OF CREDITOR! '

43.1 There will b

ofCreditors comprising those persons
r of Creditors at the First Meeting of
cRir New Zealand and Qantas representatives
& who have or will resign from that Committee.

43.2 \ RNl
Brolips by the Deed Administrators from those presently |
d to the Committee of Creditors who nominate themselves

43.3 The function of the Committee of Creditors will be:

(a): to consult with the Deed Administrators about matters
relating to the administration; and

(b) to receive and consider reports by the Deed
Administrators.

43.4 The Committee of Creditors cannot glve directions to the Deed
Administrators. :
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MEETINGS OF CREDITORS
441 The Deed Administrators:

(a) may at any time convene a meeting of Deed Credltors;
and '
{b) will convene a meeting of Deed Creditors if requested by

Deed Creditors whose claims are more than 10% of the
value of all claims. -

44.2 Deed Creditors will be entitled to vote at those meetings according
to their admitted Claims in the Principal Ansett Company or Non-
Pooling Ansett Group Company.

443 All meetings of Deed Creditors will takeg

filace on a consolidated
basls.

444  Written notice will not be sent Dy,
~further meetings. The Nojige oft
newspapers nationally apd a weksi

ForUM SHOPPING

RATIFICATION

All persons bound by the Deed will ratify the resolution to sell {or not to sell
as the case may require) the Malnline Business to Tesna.

SEVERANCE PROVISION

If any provision of the Deed is illegal or void it may be severed from the
Deed by Court order or direction and the remainder of the Deed will stand.

WINDING UP .

49.1 if any Ansett G'roup Company is wound up by the Court, the Deed
Creditors irrevocably consent to Mark Francis Xavier Mentha and
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Mark Anthony Korda being appointed the liquidator of the Ansett
Group Company.

49,2 In the event of a conflict between any Ansett Group Companies, the
Deed Administrators will seek the Court's direction in relation to that
conflict. . '

REPORTING

Except as required by law, the Deed Administrators will not be required to
report to Deed Creditors. However, the Deed Administrators may, in their
absolute discretion, report to Deed Creditors during the Deed Period at such
times as the Deed Administrators consider appropriate and on matters which
the Deed Administrators consider ought to be brought to the attention of
Deed Creditors. '

FURTHER ASSURANCES
All peréons bound by the Deed agr tihgir Own expense) ail things

required by the Deed Administrqideg lye bffect to the Deed and the
gpkatedy it (including slgning any
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Appendix 10

Owner of Assets Subject of Tesna Sale

Ansett Company ' Assets
Ansett Aviation Equipment Pty Ltd Simulator Assets
Airport Terminals Pty Litd Perth Domestic Terminal Lease and related assets
South Centre Mainienance Pty Ltd Melbourne Jet Base, South Cenire Road
Ansett Australia Ltd " All other tangible assets
' Thé employees expected to transfer to Tesna are primarily employed by Ansett Australia, however
.’ some employees may also be employed by Anseit International and AANZES.

* This is based on investigation to date, further searches on titles will be conducted prior to settiement
date, :

AAAPPENDIX 10.00C




IN THE FEDERAL COURT OF AUSTRALIA
DISTRICT REGISTRY
No. V621 of 2005

| IN THE MATTER OF ANSETT AUSTRALIA LIMITED
(ACN 004 209 410) & ORS (in accordance with the
Schedule attached) (All Subject to a Deed of
Company Arrangement)

and

MARK ANTHONY KORDA and MARK FRANCIS
XAVIER MENTHA (as Deed Administrators of the

Companies)
CERTIFICATE IDENTIFYING EXHIBIT
This is the exhibit marked "MAK-10" produced and shown to MARK ANTHONY
KORDA at the time of swearing his affidavit dated 12 September 2005.
Before me:
Azt anth KNG
. £OCH LEIBLER

“353 COLLING STREET
MELBOURNE 3000
. NATURAL PERSON WHO 18 A CURRENT
SRACTITIONER WITHIN THE MEANING OF
THE LEGAL PBACTICE ACT 1996

Exhibit "MAK-10"
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ANSETT GROUP
SECOND REPORT BY
ADMINISTRATORS

This is our Second Report to the creditors of the Companies within the Anset Group. Our
First Report was dated 16 January 2002.

As required by the Act, this report addresses the Companies’ business, property, affairs and
financial circumstances and provides our opinions on the following matters:

« Whether it would be in the creditors' interests for the Companies to execute a Deed of
Company Arrangement ("DOCA"),

« Whether it would be in the creditors’ Interests for the administration of the Companies to
end, and

« Whether it would be in the creditors’ interests for the Companies to be wound up
and the reasons for those opinions.

Administrators’ First Report to Creditors

Qur First Report prbvided an overview of the Ansett Group’s operations and our actions. It
also outlined that the Second Meetings of Creditors of the Anseit Group companies would
be held in two parts: '

B
[2

ARt g g

s 28 Jansary 2002 To recelve a rapart on the conduct of the administration to date. YPart 1 of the Second

a
@ To approva the sale of the mainline girline to Tesna. Meetings"”
Q Toextend the date for completion of the Tesna sale.
0  To adjourn the mesting for a perlad of no more than 60 days.
e by30March2002 | @ Toreceive areport on the Investigations Into the affalrs of the | "Part 2 of the Second
Ansett Group. Mestings"

O To consider haw the procesds of sale be applied.

To sonskder and, If appropriate, approve the proposed DQCAs
for the various Ansett Group companles,

Part 1 of the Second Meetings was held on 29 January 2002. The creditors approved the
proposed sale to Tesna and adjoumned -the meeting so that work could proceed on
completing the sale and other aspects of the administration. The Tesna sale did not
complete.

‘ o
. |

ANDERSEN




ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS

Separate meetings of creditors under Section 439A of the Act were held on 25 January 2002
for Aeropelican, Skywest Airines, Skywest Aviation, Skywest Jet Charter and Skywest
Holdings ("the excluded companies”). Creditors of the excluded companies have been
invited to attend Part 2 of the Second Meetings as observers. There will be no resolutions
passed for the excluded companies at Part 2 of the Second Meetings.

Administrators’ Second Report to Creditors

In accordance with the Orders of Justice Goldberg on 7 January 2002, notices for Part 2 of
the Second Meetings were not mailed to creditors, but a notice of the time, date and place of
the meeting was placed on the Administrators’ web sites within 48 hours of Part 1 of the
Second Mestings and in advertisements placed  in newspapers nationally on
4 February 2002. This resulted in a substantial cost saving. -

This repdrt relates to the Ansett Companies listed at the conclusion of this report and is
provided before Part 2 of the Second Meetings on 27 March 2002 convened under Section
439A of the Act. -

It is our opinion that it is in the interests of creditors of the Ansett Group that each of the
Companies execute 8 DOCA.

The purpose of this report Is to:

+ OQutline to creditors the reason for this oplnion and provide an outline of the DOCAs.
« Provide an update on the administration generally.

e Advise creditors of the strategy for the realisation of the assets of the Companies,

« Advise creditors of the extent of our investigations to date.

The proposed DOCAs provide a mechanism to enable us to protect and then sell the assets
of the Ansett Group in an orderly manner o maximise the return to creditors. The DOCAs
provide a general framework for applying the proceeds of the asset sale. However, we
intend to convene Third Mestings of Creditors after major sales have been completed.
Creditors will make the decision on how proceeds will be distributed and no dividend would
be paid to ordinary unsecured creditors untll after that meeting. The Third Meetings would
also consider whether the assets and fiabilities of the companies should be "pooled”, that is,
treat some or all of the companies as a single entity for the purposes of distributions to
creditors. The meetings would also consider whether the Ansett Group should be llquidated.

We intend to provide a further report before the Third Meetings. That report will include an
update on our investigations.

Dated this 15" day of March 2002.

s da fp/

MARK A KORDA MARK F MENTHA
Administrator Administrator
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ANSETT GROUP {(ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS

The companies for which this report has been prepared are listed immediately before
the Appendices. Any reference to dollars: In this report relates to Australian currency
unless indicated otherwise.

TABLE OF CONTENTS
1. Executive Summary : 1
& 2. Purpose of Report ... ' 4
. 2.1 Object of Administration 4
22 Administration Update p
2.3 Communication with Stakeholders 4
3. Events Since 29 January 2002 ' -
3.1 Second Creditors Meetings ' 5
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3.3 Benefits of Tesna Sale 3
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4.9 Intellectual Property...... 16
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4.11 Proceeds of Ticket Sales 16
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Disclosures by Air New Zealand Limited, Friday 1 March 2002

3. Outline of Proposed Deeds of Company Arrangement

ANDERSEN
Page 3 '




ANSETT GROUP (ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS
ABBREVIATIONS USED IN THIS REPORT
: Abbreviated to:
Mark Korda and Mark Mentha of Andersen "the Administrators”
Allan Watson, Greg Hall and Peter Hedge of "the Initial Administrators”
PricewaterhouseCoopers
Australian Aviation Engineering Services a division of *Engineering” or "AAES"
Ansett Australia Limited (ACN 004 209 410)
Ansett Aircraft Spares and Services "AASS"
. Aeropelican Air Services Pty Ltd (ACN 000 653 083) "Aeropelican”
Ansett International Limited (ACN 060 622 460) "Ansett International”
Bodas Pty Lid (ACN 002 158 741) "Bodas"
Kendell Airlines (Aust) Pty Ltd (ACN 000 579 680) "Kendell"
ANST Show Pty Ltd "Show Group”
(Formerly Show Group Pty Ltd) (ACN 002 968 989)
Skywest Airlines Pty Ltd (ACN 008 997 662) "Skywest"
ANST Westsky Aviation Limited *Skywest Aviatlon™
{(Formerly Skywest Aviation Limited) (ACN 004 444 866)
ANST Westsky Jet Charter Pty Ltd _ "Skywest Jet Charter”
(Formerly Skywest Jet Charter Pty Ltd) (ACN 008 800 155)
ANST Westisky Holdings Pty Lid rSkywest Holdings"
(Formerly Skywest Holdings Pty Ltd) {ACN 008 905 646)
ANST Travel Pty Ltd "Traveland”

(Formerly Traveland Pty Ltd) (ACN 000 240 748)

Aeropelican, Skywest Airlines, Skywest Aviation, Skywest "the excluded companies”

| Jet Charter and Skywest Holdings '

] All companies listed in Appendix 1 with the exception of the  Collectively "the Companies” or

excluded companies *the Ansett Group™
Michae! Humphris of Sims Lockwood as Administrator of: "the Hazelton Administrator”
- Hazelton Air Charter Pty Ltd (ACN 065 221 356)
. Hazelton Alr Services Pty Lid {ACN 000 242 928)
. Hazelton Airlines Limited (ACN 061 965 642)
Air New Zealand Group of Companies - *Air New Zealand" or "the Air New
Zealand Group”
Australian Securities and investments Commission "ASIC" '
Canberra International Airport Corporation Pty Ltd “Canberra Alrport”
Commonwealth Government of Australia "Commonwealth Government”
Cormporations Act (2001) Commonwealth "the Act"
Deed of Company Arrangement "DOCA"
Domestic Terminal Lease "DTL"
Enterprise Bargaining Agreement _ "EBA"
General Employee Entitliement Redundancy Scheme "GEERS"
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ANSETT GROUP (ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS

hitp://www.ansett.com.au/administrator and
hitp://www.abl.com.aufadministrator

Meeting of creditors called pursuant to Section 436E of
the Act ' '
Meeting of creditors called pursuant to Section 439A of
the Act :

Patrick Corporation Limited {formeriy Lang Corporation
Limited}

Singapore International Alrlines

Special Employee Entitiement Scheme for Ansett Group
Employees

The Federal Court of Australia

Consortium associated with Mr Lindsay Fox, Mr Solomon
Lew and Tesna Holdings Pty Ltd

Information Technology

Transpacific Enterprises Inc

First Report by Administrators of the Ansett Group dated
15 January 2002

Second Report by Administrators to the Creditors of the
Anseft Group dated 15 March 2002

P
A ' _ Page 2

Abbreviated to:
"the Administrators’ web sites”

" "the First Meeting"

"the Second Meeting”
"Patrick”

"Singapore Airlines”
"SEESA"

"the Court"
"Tesna"

L
"TPE"
"First Report”

"Second Report" or "this report”
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ANSETT GROUP (ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS

1. Executive Summary

1.1 Purpose of Report

Qur First Report was dated 16 January 2002. This report is an update on matters
since then and provides recommendations to creditors for them to consider before
Part 2 of their Second Meetings.

1.2 Alm of Administration

The object of the administration legislation is to provide for the business, property
and affairs of the Ansett Group to be administered in a way that:

« Maximisss the chances of the Ansett Group continuing to exist, or
o If that is not possible, resuits in a better retum for creditors than an immediate
winding up. '

The sale to Tesna would have achieved both of these objectives. We are now
seeking to maximise the proceeds from asset sales by focusing on achieving returns
greater than would be achieved in an immediate liquidation or winding up of the
Ansett Group. -

- 41,3 Purpose of Meeting _

Part 2 of the Second Meetings of the creditors of the Ansett Group will be held on
27 March 2002 at 11.00am at the Melbourne Exhibition and Convention Centre,
2 Clarendon Street, Southbank, Melbourne, 3006. it will also be webcast on the
Administrators’ web sltes.

The purpose of Part 2 of the Second Meetings is to consider:

‘ : « The Administrators’ Second Report concerning the company's business,
| property, affairs and financial circumstances,

5 & . « Whether it would be in the creditors’ interests for the Companies to execute &
DOCA,

« Whether it would be in the creditors’ interests for the administration of the
Companies to end, and

K Whether it would be in the creditors' interests for the Companies to be wound
up.

1.4 Opinions by Administrators

In our opinion, it is in the interests of creditors for the Ansett Group to enter into the
proposed DOCAs. If the Ansett Group Companies are liquidated now, the leases on
key assets may be terminated and realised for amounts less than the value which
can otherwise be achieved. '

ANDERSEN




ANSETT GROUP (ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS

In our opinion, the interests of creditors are not best served by the administrations of
the Companiss ending or the Companies being wound up.

1.5 Resolutions to be Proposed
The resolutions for Part 2 of the Second Meetings are as follows:
"That (the relevant Ansett company) execute a Deed of Company Arrangement’
in accordance with the outline provided with the Second Report by
Administrators dated 15 March 2002", and : -
"That the creditors of {the relevant Ansetf company) do not require a notice fo be
sent to each creditor advising of the execution of the Deed of Company
Arrangement pursuant to Section 4508 of the Corporations Act provided that the

Voluntary Adminisirators advertise the execution of the DOCA and give notice on
the administrators’ web sites”.

The resolutions will be voted on a company-by-company basis. It is for the creditors
to decide on the resolutions.

1.6 Asset Realisations

As a result of Tesna’s withdrawal from the purchase of the mainline airiine assets,
we have impi_emented altemative realisation strategies.

1.7 Investigations

Investigations are under way into potential recoveries that would be avaiiable 10 a
liquidator and causes of action that may exist against various parties. These
investigations are continuing and will be fully reported to creditors later, Creditors
may subsequently determine that the Ansett Group be wound up. Potential
recoveries and causes of action will not be prejudiced by the execution of a DOCA.

1.8 Proposed Deeds of Company Arrangement

In order to maximise the retum to creditors, the proposed DOCAs provide for the
orderly sale of the Ansett assets. The proposed DOCAs provide a moratorium on
any action against the Ansett Group. :

A further meeting of the creditors will be held once the major assets have been sold
to consider whether to place the companies in liquidation or vary the DOCAs.
These varations may include whether the assets and claims of creditors of the
various companies should be "pooled”,

1.9 Benefit of Proposed Deeds of Company Arrangement

If the Ansett companies are immediately wound up, leases on certain key assets -
including the airport terminals - may be terminated and lessors may exercise rights
of buy-back. These provisions will not be triggered by the proposed DOCAs.

T ANDERSEN
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The ability to pursue any rights of action, including those that would only be
available to a liquidator, are not affected by the proposed DOCAs. All of these
actions would still be able to be pursued at a later stage. This would include any
liquidator’s rights, if and when a liquidator was appointed.

1.10 Estimated Returns tq Creditors

Based on the above assumptions above, the possible retumn to priority creditors is
up to 100 cents in the dollar with a retum to unsecured creditors unlikely, However,
many variables can still significantly effect this return. These include:

» Realisation of asset values, particularly aircraft, aircraft engines and spares,
¢ Costs which unavoidably continue.
« Resolution of contingencies,

+ ¥ ) : Q
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ANSETT GROUP (ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS

2. Purpose of Report

24

22

23

Object of Administration

Section 435A of the Act states that the object of administration iegislation is fo
provide for the business, property and affairs of an insolvent company to be -
administered in a way that

» Maximises the chances of the company, or as much as possible of its business,
continuing In existence.

e If it is not possible for the company or its business to continue in existence,
resulis in @ better return for the company's creditors and members than would
resuit from an immediate winding up of the company.

Given the Tesna withdrawal, it was not possible for the Ansett mainline business to
remain in existence. The object of the Ansett administration now is to achieve a
better return to creditors than would result from an immediate winding-up of the
Ansett Group.

Administration Update

This report is intended as an update to our First Report dated 16 January 2002 and
the matters discussed at the Second Meetings on 29 January 2002. Creditors may
obtain a copy of our First Report from the Administrators’ web sites.

The primary focus of this report is to advise creditors of actions undertaken since the
Second Meetings on 29 January 2002 and the proposed steps to now achieve a
better return for creditors than from an immediate winding up of the Ansett
companies,

We have prepared this report using the information available at the time of writing.
in many instances, our views and opinions are preliminary and require further
investigation. This is largely due to the size and complexity of the Ansett Group. We
stress that this report is not exhaustive. We reserve the right to alter any
conclusions reached, on the basis of any changed or additional informatlon that may
become available,

Communication with Stakeholders

We established web sites early in the administration to post documents relating to -
major issues in the administration. These web sites are

www.ansett.com.aufadministrator and www.abl.com.au/administrator. Further
information will be placed on the web sites when appropriate.

CANDERSENM
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3. Events Since 29 January 2002

31

32

. 33

Second Creditors Meetings

The Second Meetings were held on 29 January 2002. The primary purpose of those
meetings was for creditors to approve the sale-of the mainiine airline to Tesna and to
approve the extension of the completion date by up to 30 days. Our First Report
provided details of the Tesna sale. Creditors were advised that Tesna required up
to a further 30 days to complete the sale,

After taking into account ali of the advantages and disadvantages of the Tesna sale,
on balance, we recommended to creditors that the sale be approved with an
extended completion date. We aiso informed creditors that there was no certainty
that Tesna would complete the purchase and there would be additional costs and
losses associated with the extension.

Creditors overwhelmingly approved the sale to Tesna with an extension of the
completion date by up to 30 days.

Continuation of Trading

Woe informed creditors at the Second Meetings that the continuation of Ansett
operations would incur trading losses during February 2002 of approximately $2.5m
per week and IT and other infrastructure and asset protection costs of approximately
$3.5 million per week. The reasons for the increased trading losses were:

+ Ticket sales dropped_signiﬁcantly because of the end of the holiday season.
e Uncertainty emerged about the Tesna sale.

Tesna consistently maintained that the mainline aifine must be sold to them as a
going concem. Therefore, the continuation of Ansett operations was required if a
sale to Tesna was to be completed.

Benefits of Tesna Sale
The Tesna sale was in the Interests of all creditors for the following reasons:

» The sale to Tesna provided the best return to all creditors. On a consolidated
basis, priority creditors (including employees) would be paid in full, and other
unsecured creditors would receive a dividend of approximately 5 cents in the
dollar. '

« There were no other offers to purchase the mainline airline as a going concem.
The only other expression of interest did not involve the continued operation of
the mainline airline.

e The Tesna sale provided for the confinued employment by Tesna of
approximately 3,000 employees which would have saved $180m in employee
priority payments, :

P ' g
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« If the sale to Tesna did not complete, it was unlikely there would be enough
funds to pay priority creditors in full and therefore no dividend would be available
to other unsecured creditors.

We also formed the view that while there were risks in extending the completion
date, there were good prospects of the sale being completed by 28 February 2002.
These were some of the facts that helped form this view: :

» Tesna had announced its heads of agreement with Airbus for the leasing of $3bn
of aircraft.

« Tesna had already spent millions of dollars on accounting (40+ accountants) and
legal services (90+ lawyers) to complete the sale.

- « Tesna had employed a Chief Executive Officer, Chief Operating Officer and
& Chief Financial Officer and up to 20 key Executives.

e Tesna had made offers of employment to approximately 3,000 staff,

e Tesna had completed and subsequently announced its proposed new frequent
flyer program and new Golden Wing program.

o Negotiations had been concluded with various unions for a new EBA.

« Tesna had significantly advanced its marketing plans and reserved advertising
space. :

« Tesna had negotiated an Aircraft Maintenance Services Agreement with the
Administrators for the provision of engineering services for a minimum of two
years.

« Consents were required from various third parties to transfer certain leases to
Tesna. None of the key third parties refused their consent and progress was
belng made with all third parties.

e The principals of Tesna, Mr Lindsay Fox and Mr Solomon Lew, had repeatedly
‘ stated the sale would complets.

‘ 3.4 Application to Court

We made an application to the Court for a direction that-we could properly and
Justifiably continue to operate the Ansett mainline business for a further period of up
to 30 days pending finalisation of the sale of the mainline airfine to Tesna. We did
so based on legal advice. We also deslired to give all creditors an opportunity to be
heard on the issue.

Court documents relating to the application were served on:

» The Committees of Creditors (including financiers, bankers, union and non-union
representatives and the Commonwealth Govemment).

« ASIC.
+ Tesna.

v ¥ . g )
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ACTU.

Mallesons Stephens Jaques, representing:
G E Capital Aviation Services Limited.
G E Engine Services Inc.

Credit Lyonnais.

Kreditanstalt Fir Weideraufbau,
HSBC Bank Ple.

National Australia Bank Limited.
Macquarie Aviation Limited.

Trident Jet (Australia) Pty Ltd.
Perpetual Trustee Company.

o g o9 U o oo g B0

Perpetual Trustee Company {Canberra) Limited.

» Representatives of all domestic terminal lease lessors.

The documents were also placed on the Administrators' web sites and the
application attracted widespread media coverage.

Notwithstanding the number of creditors who were aware of the application and the
widespread ‘media coverage, nobody attended the Court to oppose the decision to
continue to trade.

Justice Goldberg declined to make the directions sought because he held that it was
a commercial decision for the Administrators, However, in the reasons for his
judgment, Justice Goldberg observed:

"The administrators have made a commercial decision to continue operating the .
Anseft mainline airline business for a period up to 28 February 2002,
notwithstanding the fact that during that period the Ansett group will incur losses
of the order of $6m per week comprising $2.5m in trading losses and $3.5m In
respect of on-going information technology and infrastructure costs. The
administrators have made this decision because they believe that It is in the
interests of the creditors of the Anseft group that this decision be made.

No issue as fo the power of the administrators to make this decision has been
raised. It is within their power to make the decision. No isstie has been raised
as to the propriety or reasonableness of the decision.

...no-one has suggested or complained that the administrators should not have
formed the views they have formed and should not have made the decisions
they have made...it has not been suggested that the administrators should not
continue to operate the Ansett mainline airline business for a further period up to
28 February 2002 for the purpose of enabling the completion of the sale of that
business to Tesna. No person appeared at the hearing of the application to put
these views." :

T ANDERSEN
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3.5 Potential Rights of Action Arising Out Of Non-Completion of Sale

We are investigating claims that may be made agalnst Tesna (which appears
unlikely) and other partles concerning the sale transaction.

3.6 Ceasing of Operations
3.6.1 Mainline Airline

3.6.2

Tesna withdrew from the acquisition of the mainline airdine late on
26 February 2002, claiming that, based on lega! advice, it did not believe the
transaction could be completed by 28 February 2002.

We continued flights until midnight on Monday 4 March 2002 because of high
passenger numbers travelling to the Grand Prix in Melbourne, the Mardi Gras
in Sydney and the Commonwealth Heads of Government Mesting in
Queenstand.

Simultaneously, we embarked on a cost reduction program to minimise the
ongoing costs incurred in the administration of the Ansett Group. The cost
reductions include:

+ Disclaiming leased property that was no longer required including:
o Real property leases,
o Leases of plant and equipment.
o IT infrastructure.
a

Aircraft subject to operating leases or where there was no equity in the
financing structures. :

e Terminating all staff not required for the realisation of assets.
Other Businesses

The operations of a number of other Ansett businesses were reliant on the
continued trading of the mainiine airline. These businesses are being closed
and their assets realised.

We are continuing to trade the Engineering business to:

» complete existing contracts.

» enable aircraft to be capable of redelivery.

e maximise the realisations from aircraft, engines and spares, and
» maximise the prospect of selling the business as a going concem.

The sale of Skywest occurred before Tesna's withdrawal. The contract of
sale for Aeropelican was executed on 6 March 2002 and Is expected to settle
on 15 April 2002, Discussions are continuing with parties interested in the
sale of Kendell.

T ANDERSEN
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4, Major Assets to be Sold and Realisation Strategies

41 Businesses of the Ansett Group
The major businesses within the Ansett Group were:

3 2

¢ Mainling Airline Alrline flying between mainly capital city trunk routes
+« Anseft intemmational Intemational airline fiying to selected Aslah ports

« Australian Concession { Hespitallty services in the Ansett terminals
Managemsant : _
= Engineering (AAES) Line maintenance, heavy engineering of aircraft fleet,
" | repair and restoration of aircraft components and
malntenance and overhaul of aircraft engines

»  Skywest Regilonal alrline (Westem Australia}

¢ Kendell Reglonal alriine (Victoria, Tasmanla, South Australla)

+  Aegropelican Regionat Alrine (Newcastie-Sydney)

« Show Group. Loglstics manager, travel agency and freight
torwarder to the film, sports, art and entertainment
Industries worldwide.

s Traveland One of Australia's largest lelsure travel operators

+  Flight Simulators Hire out flight simulators to both Intemal and extemal
clients

= Call Coentres Call centres (7) to manage bookings for mainiine and

regional alriines

e  Third Party Ground Handling of cargo at airports on behalf of domestic

Handling and intemational customers
« Cargo Handiing of cargo for domestic and Intemational
customers '

4.2 Discussions With Interested Parties

We began the process for the sale of the major assets immediately after the
withdrawal of the Tesna sale. To date this has included discussions with:

-« Patrick.
e Virgin Blue.
+ Singapore Airlines.

ANDERSEN
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» Sydney Airports Corporation.

These discussions are commercially sensitive and confidential. We will continue
discussions with these and any other parties who demonstrate their financial
capacity to complete a proposed transaction.

43 Domestic Terminal Leases (DTLS) and Other Leasehokd Interests
4.3.1 Leasehold interests

The Ansett Group leased more than 350 properties around Australia. The
major leasehold properties are as follows _

Domestic Terminal Loases Domestic Terminal Leases

“ ¢ Sydney Domestic Terminal, Sydney, |» Melboume Domestic Terminal,
NSW Tullamarine, Victoria

Perth Domestic Terminal, Perth WA

+ Brisbane Ansett Terminal, Brisbane,
Guesnsland

s Adstalde Domestic Terminal, Adelalde, Hobart Domestic Terminal, Hobart,

SA Tasmania
+ Darwin Domestic Terminal, Darwin, NT|«  Canbarra Domestic Terminal, Canberra,
» Coolangatta Ansett Terminal, = Rockhampton Ansett Terminal,
Coclangatta, Queensland Rockhampton, Queensiand
= Townsville Ansett Terminal s Calms Anseft Terminal, Caims,
Queensland

s Mackay Anselt Terminal, Mackay, »  Alice Springs Domestic Terminal, Alice
| i Queensland Springs, NT

s Launceston Domestic Terminal,

O : Launceston, Tasmania
' Other Other

« Hangar, Bullding 20, Sydney Alrport, ~ Flight Kitchen, Sydney Alrport, Sydney,
Sydney, NSW NSW

« Melboume Jet Base — South Centre Melboume Malntenance Base,
Rd, Tultlamarine, Victoria Tullamarine, Victoria

|
i «  Astrojet Bullding, Melboume Alrport, Engineeting Building. Brisbana Altport,
‘ ' Tullamarine, Victorla o Brisbans, Queensland

+ Annandsle Road, Tullamarine, Victoria

AANDERSEN
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Other Other

«  Flight Kitchen GSE and Cargo, « Intemnational Cargo Building (279),
Brigshane, Queensland _ Perth, WA

« Cargo Terminal Bullding (268), Perth |  Flight Catering Building (294), Perth
WA Airport, Perth WA

« James Schofield Drive, Adelaide Flight Catering Building, Adelaide
Alrport, Adel_a_ide. SA Alrport, Adelalde, SA

* launceston Reservations Centre, »  Fiight Kitchen, Caims, Queensland
Launceston, Tasmanla

s (SE Building Darwin, Darwin, NT * Flight Kitchen, Darwin, NT

The most valuable Ansett properties are the DTLs.
Buy-Back Mechanism

The lease agreements for the major DTLs include a "buy-back" mechanism
that is triggered if Ansett is wound up. The "buy-back” operates 10 enable
the terminal owner to re-acquire the terminal at "market value". Market
value is not defined in the lease agresment. The "market value" may be
less on a default,

We have received legal advice that the "buy-back" mechanism is not
triggered by the appointment of Administrators or by entering into the
proposed DOCA.

Abifity to Sell _
We have also obtained legal advice that:
« We have the power to sell those assets,

« We are not required to operate an airline from the DTLs to maintain
Ansett's interest in them.

Realisation Strategy

The options available for the sale of the DTLs will be reduced if the Ansett
Group companies are placed in liquidation because of the "buy-back"
provisions in the leases.

The strategy for the sale of the leasehold properties will include:

Defining the terms of sale,
Advertising the properties for sale.
Holding discussions with parties who have previously expressed interest.

Preparing an Information Memorandum.,

ANDERSEN
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+ Providing potential purchasers with access to the data room for due
diligence.

« Receiving tender- submissions with details of any conditons and
evidence of the ability to complete the fransaction.

» Evaluating blds.

« Negotiating with potential purchaser and lessors.

« Drafting and execution of documentation.

s Settling.

We have already begun this process. It is expected to take up to six months.

We have informed interested parties that if they wish to acquire key assets
on a faster timetable they may submit an offer to do so at any time. We wili
also inform all interested parties that we will favour a more certain result over
a higher but conditional offer.

44 Frechold Property
The freehold properties owned by the Ansett Group are:

« 501 Swanston Street, Melboumna, « 489 Swanston Street, Melboumse,
Victoria Victoria

+ 465 Swanston Strest, Melbourne, » 20-32 Frankiin Street, Melboume,
Victoria Victoria

= (arden Drive, Tullamarine, Victotla | « Belmont Airport, Newcastie, NSW

o 177 Morgan Street, Wagga Wagga, | » 117-121 Doughan St, Mt Isa,
NSW Queensland

« 8 Miles Street, Mt Isa, Queensiand | » Lot 305 Samson Ave, Paraburdoo, WA

» Lot 400 De Coursey Ave, « 20 Ethel Creek St, Newman, WA
Paraburgoo, WA

+ 4 Bates Ave, Newman, WA

We have continued the sale process for the freghold properties.

AMNDERSEN
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4.5 Aircraft _
Below Is 2 summary of the number of aircraft previously used in the various Ansett
airdfines:
Mainline Alrine
Kendell 12 1 12 9 35
Skywest ] 0 0 5 ]
Asropelican 4 1] ¢ 0 4
Cargo 3 0 0 1 4
“ International 0 0 0 3 3
Total Alrcraft In Ansett
Floot 49 21 24 39 133
Sold to Date ' @ 0 0 n/a “)
Sale Under Negotiation {5) (4} (N n/a (10} -
Novsted to Date nia nfa na ) (5)
Radelivered to Data wa nfa ng (7 (1N
Aircraft Yet to be Sold,
: Novated or Redelivered 40 17 23 . 7 87

‘ Processes are under way for the:

o Realisation of the aircraft that are owned or subject to finance where there is
expected to be equity available to Ansstt after the aircraft is sold. '

+ Retumn of all aircraft not in use that are subject to operating leases or finance
‘ where there is not expected to be any equity available to Ansett after the aircraft
is sold. :

The sale or return of leased aircraft is a complicated process due to maintenance
and regulatory requirements. The hand-back process is expected to take up to two
years to complete in order to maximise value.

Given the depressed state of the global airline industry and reduction in value of
aviation assets due to events of 11 September 2001, the sale of aircraft could also
take up to two years to complete. Arrangements will be made with aircraft financiers
regarding appropriate sharing of costs where there is equity expected to be realised
from an aircraft.

So far, receivers have been appointed by various financlers to eight of the above
aircraft. None of these aircraft were expected to have any equity available to Ansett
after their sale. '

# " .
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Nine of the financed aircraft are owned by an Ansett subsidiary that is not currently
under administration. Receivers and Managers were appointed to this subsidiary on
14 September 2001 and are currently in control of the sale process for these aircraft.
While we believe there is equity for Anseft in these nine aircraft, control of
realisations is in the hands of the Receivers and Managers.

Aircraft Engines

Engines may be either owned or leased by Ansett and used with the aircraft

mentioned above.

Processes are under way for the:

» Return of all aircraft engines not in-use or that are subject to operating leases or
finance leases, where there is not expected to be any equity available to Ansett
after the engines are sold.

¢ Realisation of the aircraft engines that are owned or subject to a finance lease
where there is expected to be equity available to Ansett after the engines are
sold.

The sale or return of aircralt engines is a complicated process due to maintenance

and regulatory requirements and the requirement that ieased aircraft engines are

refitted to the original aircraft before redelivery. Therefore, the redelivery of aircraft
engines will occur simullaneously with the redelivery of aircraft.

Arrangements will be made with lessors regarding appropriate sharing of costs

where there is equity expected to be realised from an aircraft engine.

Plant and Equipmeant

Plant and equipment can be categorised as relating to:

e Aircraft

Ground support equipment (GSE)
Ramp and ramp cleaners equipment.

o
v]
o Rotable parts and other spares.
o Unit load devices (ULDs).
a Carge handling equipment.
» Terminals
o Passenger accommodation furniture and fumishings.
o Flight information display system.
o Passenger booking, ticketing, and travel document IT equipment.

o Baggage handling conveyor and weighing systems.

ANDERSEN
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+ Engineeting
o Line maintenance equipment.
a Heavy engineering equipment.
o Aircraft and other tooling.
a Engine overhaul equipment,
o Engine test cell.
a Stores and supply equipment.
s Properties. | '
s Motor vehicles,
« Office equipment.
s [T eduipment.
e IT and communications equipment.
¢ Flight Simuiators,
« Emergency procedures training equipment.
A detailed inventory of all of the items of plant and equipment has been prepared.

The major items of plant relating to aircraft and terminals may be offered for sale by
public tender. }f the amounts offered are not acceptabie, then the items will be sold
at public auction.

All owned motor vehicles, office equipment and IT equipment will be sold either by
private treaty or at publlc auctions.

Details of these tenders and auctions will be advertised nationally when preparations
are complete. :

Spares - Consumables and Rotables

Ansett has more than 10 million items of spares. The process to identify all items
and verify the spares records is continuing.

Once the items have been identified satisfactorily, an intemational marketing
campaign will begin to realise all items surplus to the Engmeering busmess needs.
This campaign is expected to include discussions with:

s Aircraft and spares manufacturers and brokers.
« Aircraft operators.
s Major aircraft engineering and maintenance businesses.

Meanwhile, spares and rotables are being used in the work being done by the
Engineering business and accordingly maximum realisable value is being obtained
for these parts. We are also negotiating with parties who have expressed interest in
specific surplus spares.

T ANDERSEN |
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49 Intellectual Property

Ansett owns a number of brand names, trademarks and internally developed
software. it is not likely these assets have any significant realisable value.

4.10 Employees

A summary of the status of the Ansett Group employees is as follows:

s Employees transferred with the sale of businesses 1o date.

» Employses expacted to be transferred with the sale of businesses yet
to be compileted,

Total Employees Expecied to be Transferrad

« Employess terminated or advised of thelr impending termination.

» Employees continuing to assist In asset reallsations.

Total Employees Expected to be Terminated

Total Employees

1,567

12,906
522

13,428

14,895

Total employee entitiements are outlined in Section 9 below. Total payments of

employee entitlements to date are approximately $180m.

The Commonwealth Government has recently announced that It will pay all
employees their SEESA payments within five business days of receiving appropriate

data from us.

4.11 Proceeds of Ticket Sales

Approximately $9m of tickets were sold for flights on the mainline airline after the
closedown on 4 March 2002. Funds relating 1o these tickets are held in a separate

account and will be refunded in full,

Page 16
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5. Other Business Operations

5.1 Show Group

After advertising the business for sale, expressions of Interest were received for the
Show Group business and assets. '

Following discussions with a number of the interested parties, a sale was made to
Avis Services Ltd on 25 October 2001 for $400,000 cash and the assumption by
Avis Services Ltd of employee entitlements to the value of approximately $3.6m.

The Show Group debtors will be coliected by us In the normal course.

52 Skywest

Expressions of interest were received for the Skywest business and assets. After
discussions with a number of the interested parties, an agreement for the sale of
Skywest to Airline investments Limited ("AIL™ was executed on 21 February 2002.

The most efficient mechanism for the sale of the Skywest business was a sale of the
shares in Skywest to AlL. To enable this to occur, a DOCA for Skywest was
approved by its creditors on 25 January 2002. The DOCA was executed on
15 February 2002. '

The mechanism for the sale was as follows:
« Execution of the sale agreement.

o Immediate termination of the Skywest DOCA with all liabilities released (apart
from employee entitiements) and substituted by claims against the net proceeds.

e The proceeds from the sale of shares and assets not required by AlL were
transferred to Bodas to be held on trust for the non-employee creditors of .
Skywest. '

The purchase price for the shares in Skywest was $6.475m. Under the sale

agreement, all of the Skywest employees continue in their employment with Skywest

and their entitlements of approximately $2.19m will continue to be met by Skywest.

The amount received for Skywest was reduced by:

¢ The amount of the employee entitiements (not including redundancy and notice
amounts) of $2.19m. .
« An allowance for working capital of approximately $0.9m.

Under the sale agreement, Ansett is committed to providing certain shared services
to AIL for at least 30 days to enable it to continue to trade whilst it establishes its
own systems and processes. These include:

¢ Reservation and ticketing system.,
¢ Payment facilities.

« T ] : '
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« Ground handling and other passenger arrival and departure services in Perth,
o Office IT support.

AlL have been advised that as a result of the withdrawal of the offer for the mainkine
airline, these services will only be provided until 31 March 2002.

The assets excluded from the sale are principally debtors which will collected in due
course.

5.3 Aeropellcan

After adveriising the business for sale, expressions of interest were received for the
Aeropelican business and assets. After discussions with a number of the interested
_ parties, an agreement for the sale of the business and assets of Aeropelican to AP
b Group Australia Pty Ltd was executed on 6 March 2002, The sale is to complete on
15 Aprii 2002.

The Aeropelican sale is structured in a similar way as for Skywest. The Aeropelican
creditors approved the execution of a DOCA on 25 January 2002, The DOCA was
executed on 15 February 2002.

The shares in Aeropelican will be sold for $6m and at least 15 employoes will
continue in their employment. Employee entitlements of approximately $200,000
will continue to be met by Aeropelican under Its new owner.

As with Skywest, all creditor claims against Aeropelican (apart from employee
entitlements) will be released upon the DOCA terminating and substituted by claims
against the net proceeds. The proceeds from the sale of the shares will be held on
trust by Bodas for the creditors of Aeropelican.

The reraining debtors will be collected by us.

54 Kendell _
After advertising the business for sale, expressions of interest were received for the

Kendell business and assets.

0 Discussions have continued since that time with a number of the interested parties
and a variety of operating modsls have been considered. To date none of the
indicative offers have been capable of acceptance because either the amount of the
offer was inadequate or the potential purchaser was unable to prove their financial
capabilities. Discussions with the interested parties will continue. A sale of the
Kendell business is likely to take the same structure as the sale the Skywest and
Aeropelican businesses. '

Discussions are also underway with the Commonwealth Government for additional
funding for Kendell so that regional areas of New South Wales, Victoria and
Tasmania are not left without competitive airline services.

" AMNDERSEN
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Traveland

The Traveland business was sold to Internova Travel Pty Ltd ("Internova"), on
23 September 2001 for $500,000 and the transmission of empioyee liabilities.

In order to facilitate the sale of the Traveland business to Internova, we agreed that
the Traveland employees would be no worse off than any other Ansett employees.
The Traveland employees will be paid their GEERS entitlements by the liquidators
of Internova and we will pay the Traveland employees any difference between
GEERS and SEESA, estimated to be approximately $200,000.

Engineerlng

The sale of the Engineering business is more likely if it operates as an independent
maintenance and repair organisation. Accordingly, we have begun to separate the
Engineering business from the mainline airine. The Engineering business now
trades as AAES.

Engineering has a considerable amount of work from existing third party contracts
as well as work avaiiable from lessors of Ansett aircraft that require maintenance
work before the aircraft are capable of redelivery. Engineering management are
continuing to seek new work for Engineering.

The sale process to date has involved the preparation of an Information
Memorandum, communication with a number of major independent alrcraft and
engine repair and maintenance organisations and facilitating due diligence by
potential purchasers. The potential purchasers are predominantly located overseas
and a number have visited the Melbourne maintenance base as part of their due
diligence, The sale process in contlinuing and we have contacted each of these
interested parties since the withdrawal of the Tesna offer. Some still wish to pursue
the purchase of Engineering and are gontinuing their diligence of Engineering.

Cal_l Centres

The Sydney, Melbourne, Brisbane, Adelaide, Canberra and Perth call centres were
unable to be sold and have been closed. All employees have been made redundant
and the plant and equipment has sither been sold or is in the process of being sold.

The Launceston call centre is continuing to operate in order to support the regional
airlines and the winding down of the mainline business. We are in discussions with
a number of parties for the sale of this call centre.

Cargo and Ground Handling

Expressions of interest were received for the Cargo business and assets and a
number of parties completed due diligence immediately following our appointment.
Two indicative offers were received but did not proceed.

* F . '
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Tesna was to acquire the domestic cargo "same-day" business and the International
Cargo Handling business and would have also acquired the Third Party Ground
Handling business subject to the retum of a major customer. , :

After the withdrawal by Tesna, we contacted the parties who previously expressed
an interest in Intemational Cargo Handling. A number of parties are undertaking
due diligence. '

The Domestic Cargo and Third Party Ground Handling businesses have ceased
operating due to the closure of the mainline airline and loss of major customers.
The major assets of these businesses are debtors and plant and equipment.
Debtors will be collected by us and the plant and equipment sold.

Australian Concession Management

This business ceased operating on 4 March 2002 because. of the closure of the
mainline airtine. The business is unable to be sold without an operating airline in the
various airport terminals.

The major assets of the Australian Concession Management business are debtors
and plant and equipment. Debtors will be collected in the normal course and the
plant and equipment reallsed by way of tender or public auction.

. 5.10 Ansett International

The major assets of Ansetft International were landing slots in a number of Asian
ports, debtors and some minor plant and equipment. The closing of the business
resulted in the landing slots belng forfeited. Debtors will be collected by us and the
plant and equipment sold.

5.11 Flight Simulators

This business incorporates seven flight simulators and is continuing to operate with
customers from a variety of domestic and international airlines. We have prepared a
marketing plan for the sale of the business and will advertise for expressions of
interest shortly. A number of parties expressed interest when the business was first
advertised immediately after our appointment.

5.12 Ansett Alrcraft Spares and Services

AASS is the trading name of Ansett Airlines Australia Limited {a UK company) and
Transpacific Enterprises incorporated (or TPE, a US company). AASS is a broker of
surplus spares to many companies in the global aviation industry. TPE has filed for
Chapter 11 bankruptcy protection in the United States, Both TPE and Anseft

~ Alrlines Australia Limited continue to trade. They may play an important role in

maximising realisations of the Ansett spares and rotables.

¥ '. Q
* S T ANDERSEN
: _ Page 20




ANSETT GROUP (ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS

6. Investigations

As Administrators, we are required to investigate the affairs of the Ansett Group.
.Investigations have progressed since our First Report. The withdrawal of the Tesna offer
and the wind-down of the mainline airline meant that we had to focus resources on asset
realisation and cost minimisation. Further work is required before conclusions can be
reached about the matters being investigated.

61 Potential Causes of Action Available to Administrators
The actions of a number of parties are being considered as part of our
investigations into possible causes of action. These include:
» Potential breaches by directors and ofﬁceré. of the Ansett Group of Companies
duties in relation to:
o Payment of bonuses in August 2001.
o Accounting policies.
o Sale and leaseback of fleet

» Potential claims against Air New Zealand in relation to:
o Alleged asset stripping. _
o Centralisation of treasﬁry function and sweeping of bank accounts.
o Methods of recording of intercompany loan accounts.
o Alleged inappropriate charging of fuel and other operating costs.

« Potential claims against other parties:
o Advisors and other officers.
a Actions under the Trade Practices Act.
o Set-off of funds held in bank accounts.'

6.2 Potentlal Recoveries Available to a Liquidator

In addition, there may be transactions where maney, property or other benefits may
be recoverable by & Liquidator under Part 5.7B of the Act if the.companies are
placed into liquidation. The main transactions being considersd as part of the
investigations are: '

e Trading whilst insolvent.

+ Holding company liability for debts of an insolvent éubsidlary.
« Unfair preference payments.

« Uncommercial transactions,

¢ Unfair loans.

P ' .
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it should be noted that claims can be difficult to prove, are time-consuming and
expensive to pursue. Also, recoveries can be uncertain. A broad cutline of each of
these categories is described below.

6.2.1

6.2.2

Trading Whilst Insolvent

Under the Act, a director is personally liable to the company if the director fails
to prevent a company from incurring a debt when, at the time of incurring that
debt, the company is insolvent or becomes insolvent by incurring the debt.

This claim must be proven by a liquidator against each individual director. In
the event that a liquidator does not pursue the directors, a creditor may seek
to recover against the directors.

Directors have several defences available to them, To successiully defend a
claim for insolvent tradlng, a director must prove one of the following:

e That when the debt was incurred, the director had reasonable grounds to
expoct that the company was solvent and would remain solvent even if the
debt was incurred.

o ' That when the debt was incurred, the director had reasonable grounds to
believe, and did believe, that a subordinate was competent and
responsible for providing adequate information about the ‘company's
solvency and the director expected, on the basis of thls information, that
the company was solvent and would remain solvent. '

e That when the debt was incurred, the director, because of illness or for
some other good reasons, did not take part in the management of the
company at that time.

» That the director took all reasonable steps 1o stop the company from
incurring the debt.

It must first be shown that at a point in time the Company was insolvent.
Holding Company Liable for Debts of an Insolvent Subsidiary
Where it can be shown:

o a subsidiary company was insolvent at the time of the incurring of a debt,
or became insolvent as a result of incurring a debt, and

« at that time there were reasonable grounds for suspecting the company
was insolvent, and

¢ the holding company or its directors were aware, or ought to be aware,
that there were are grounds for so suspecting

the holding company may be held liable for the debts incurred by the
subsidiary.

ANDERSEN
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Unfair Preference Payments

An unfair preference is a fransaction, generally within the six months before
the appointment of the Administrator, to which a company and a creditor are
parties, which results in the creditor receiving more than it would receive in
respect of its debt if the transaction had been set aside and the creditor had to
prove for the debt in the winding up of the company. If proven to be an unfair
preference, the creditor would have to return the benefit they received to the
Liquidator.

To prove a credltor received an unfair preference payment, the Liquidator
must first show the company was insolvent at the time of the payment: that is,
unable to pay its debts as and when they fell due.

The creditor has a defence to a claim by a Liquidator that a transagction is an
unfair preference if it proves that it entered into the transaction in good faith
and, at the time the benefit was received, the creditor had no reasonable
grounds for suspecting that the company was insolvent or would become
insolvent through entering into the transaction and valuable consideration was
given and a reasonable person in the creditor’s circumstances would have no
such ground for suspecting.

Uncommercial Transactions

A transaction of a company is an uncommercial transaction if the following
elements are established by a Liguldator.

¢ The transaction was entered Into or given effect to within two years of the
commencement of the windlng up of the company (ie. the appointment of.
the Initial Administrators), and

« At the time the transaction was entered into, or when given effect to, the
company was insolvent or became insolvent as a result of the transaction,
and _ ' '

e A reasonable person In the company's circumstances wouid not have
entered into the transaction, having regard to the benefits and detriments
to the company of entering into the fransaction and the respective benefits
to other parties, '

The defences available to a party involved in an uncommercial transaction
claim are, in effect, the same as those for an unfair preference.

Unfair Loans

An unfair loan is a loan where, upon analysis, the interests or charges with
respect to the loan were extortionate. Unfair loans any time before the
appointment of the initial Administrators may potentially be overturned by a
Liguidator appolnted subsequently.
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6.3 Further Reports and Impact of Propossd DOCAs

We intend to convene a further mesting of the creditors of the Ansett Group
following the sale of the major assets. A report outlining the results of the sale
process and our investigations will be prepared before that meeting.

Under the proposed DOCAs, all of Anseit's rights of action are unaffected.

Further, should the creditors vote subsequently to place Ansett in liquidation, all of
the potential causes of action available to a liquidator would be able to be pursued,
The liquidator's abllity to pursue the potential causes of action is not affected by the
proposed DOCA. o _

6.4 ASIC Investigations _
6.4.1 Investigations to Date

ASIC announced its investigation into the affairs of the Ansett Group on
14 September 2001. When announcing the investigation, ASIC said in Media
Release 01/326:

“he investigation will focus on possible breaches of director duties under
the Corporations Act. This wilf include investigating compliance with the
insolvent trading provisions of the Act and the potential liabliity of Ansett's
holding company, Air New Zealand, under those provisions.”

ASIC served a number of notices upon us for the production of Ansett Group
documents to assist their investigations. We have fully co-operated with ASIC
In its enquiries, and will continue to do so.

Qn 1 March 2002 ASIC annocunced:

“,..extensive enquiries have been conducted in Australia, New Zealand
and Singapore involving a comprehensive review of company records and
examinations of direclors and other officors. Legal edvice has been
provided by Counsel on a variety of Issues.

ASIC has now reached the view that, based on the evidence currently
available, there is no realistic prospect for successfully prosecuting the
directors of Anseit for breach of their general duties of care under the
Corporations Act or for insolvent trading. This view is confirmed by Senior
Counsel. '

The factors contributing to this conclusion include the steps taken by the
Anseft directors to obtain financial support from their parent company, Alr
‘New Zealand Limited (AlZ), including a letter of comfort for $400 miflion for
working capital commitments in August 2001. '

it is considered uniikely that evidence exists which would cause these
conclusions to be reconsidered but ASIC will reserve its position until ail
aspects of the investigation are concluded.

+ * : °
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ASIC's attention is now focused on the adequacy of disclosures made to
the market by AIZ regarding its financial position in the period prior to
12 September 2001.”

ASIC hopes to conclude its mveshgations by 31 May 2002, A copy of ASIC's
full release is attached at Appendix2. We will co-operate where ever
possible with ASIC in its investigation, however, we will continue with our own
independent investigation and report to creditors in our next report.

6.4.2 Reports to ASIC by Administrators

As Administrators, we are also required to complete and Iodge a report with
ASIC (Section 438D of the Act) if we believe that:

o A past or present officer, or member of the Company may have been
. guilty of an offence in relation to the Company, or

« If a person who has taken part in the formation, promotion, administration,
management or winding up of the Company,

o May have misappropriated money or property of the Company, or

o May be guilty of negllgence. default, breach of duty or breach of trust
in relation to the Company.

We have not lodged a report with ASIC and will await the outcome of our
investigations to determine whether to lodge such a report.

@
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7. Proposed Deed of Company Arrangement

7.1 Purpose of DOCA

Where a company is unable to continue in existence, the object of the administration
leglslation is to administer the affairs of the insolvent company in a way that resuits
in a better return for creditors than an immediate winding up.

Given the nature of the major assets of the Ansett Group, it is possible with a DOCA
to create a flexible framework to maximise asset realisations.

The purpose of the DOCA therefore is to:
o Provide for the orderly sale of the assets of the Ansett Group.
» Preserve the assets of the Ansett Group pending their sale.

« Provide a moratorium on unsecured creditors taking action against the Anseft
companias, .

o Preserve any potential rights of action against third parties and any recovery
actions that may be available to a Liquidator.

¢ Enable a further meeting of creditors to be called after the major assets are
realised to consider the pooling of the assets and liabilities of the various Ansett
Group companies or determine whether to place the Ansett companies in
liquidation. ' - :

An outline of the proposed DOCA is attached at Appendix 3. Beiow is a brief
overview of some aspects of the DOCA. We recommend that creditors read the
proposed DOCA carefully.

7.2 Outline of DOCA
7.2.1Role of Deed Administrator
The role of the Deed Administrators will be to:
¢ Control the Ansett Group companies.
s Carryon the businesses of the Ansett Group companies as required.
« Sell the businesses or assets of the Ansett Group companies.

. The Deed Administrators would have the powers necessary to carry out their
function.

7.2.2 Moratorium
During the period of the DOCA: -

o Unsecured creditors will be restrained from taking or proceeding with
any action against the Ansett Group companies.

¢ Nothing in the DOCA will affect the rights of secured creditors.
o Credltor claims are not released under the DOCA.

PR Q
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These provisions will enable the orderly sale of the Ansett assets without
disruption by legal proceedings initiated by creditors.

7.2.3 Commitiee of Creditors

The Committees of Creditors 'appointed during the Adhinistraﬂon period
would continue during the period of the DOCA. :

Further Reporting to Creditbm

After the major assets have been realised, a further report will be prepared outlining
the outcome of the asset realisations and details of the investigations conducted. A
recommendation would also be made whether all of the assets and liabilities of the
companies should be pooled.

Creditors will vote at @ meeting of creditors whether to place the companies in
liquidation or vary the DOCA to take into account the pooling of assets and the
inclusion of mechanisms for distributlons to creditors.

Advantages of DOCA
The advantages for creditors generally of the proposed DOCA are:

« Enhancement of the abliity to maximise the prdceeds from the sale of major
assetls.

» Preservation of any rights of action or claims that can be pursued only by a
liquidator.

« Greater flexibility for the trading and sale of DTLs, Kendell and Engineering
during the DOCA period. .

« Significant savings because of mechanisms to realise retention of title disputes.

.« Savings of millions of dollars through mechanisms to manage non-cost effective

7.5

dividend payments.
¢ Enhancement of debtor recoveries.

"« Clarification of the claims of superannuation creditors.

o Preservation of creditors’ rights to “pool® assets and liabilities of the Ansett
Group. - g :

+ Abhility to preserve parliéular assels within an Ansett company.

Disadvantage of DOCA
The disadvantage of the proposed DOCA is:

+ Possible delays in the commencement of potential recovery proceedings (if any)
by a liquidator.

+ * ] ’
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8. Statutory and Legal Matters

8‘1

8.2

Committees of Creditors Meetings

Section 436F of the Act states the function of a Committee of Creditors is to consult
with the Administrators about matters relating to the administration and receive and
consider reports prepared by the Administrators. The Committee of Creditors
cannot give directions to the Administrators, except to require the Administrators to
report to the committee on matters relating to the administration as and-when
reasonably required.

Six meetings of the Committees of Creditors were held before the release of our
First Report. One further meeting has been held on 27 February 2002 to provide an
update on the sale process and the reasons for the withdrawal of Tesna's offer.

A further meeting has been convened for 21 March 2002 to:

» Obtaln an update on administration matters generally.

« Obtain an update of the strategy for the sale of assets.

¢ Discuss any matters relating to our Second Report and proceedings for Part 2 of
the Second Mestings. :

« Approve the Administrators’ remuneration.

Under the proposed DOCAs, the Committees of Creditors will continue.

Court Applications

We have made a humber of applications to the Court. Those made since our Flrst
Report include: _

+ Application Regarding Administrators Continuing to Trade.
o Application Regarding Owners of Property.
« Application for Approval of Sale to Tesna.

Applications that were made previously (including those made by other parties) but
have continued since 29 January 2002 are:

+ Application by Hazelton Administrator for Apportionment of the Funds Received
from the Settlement with Air New Zealand.

o Agpplication regarding Superannuation.
 Application by Canberra Airport to retake possession of the Canberra DTL.

Detailed information on & number of the applications made during the administration
can be obtained from the Administrators' websites.

Below is a brief summary of the above applications, the reasons why they were
made and their current status or their outcome. ;

s " . X
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8.2.1 Application Regarding Administrators Continuing fo Trade
(Proceeding no. V3015 of 2002)

We made an application to the Court for directions that we could properly
and Justifiably continue to operate the Ansett mainiine business for a further
period of time ending no later than 28 February 2002, pending resolution of
the sale of the Ansett mainline to Tesna.

Justice Goldberg declined fo make the directions sought as he held that
continuing to trade was a commercial decision for the Administrators to
make. Justice Goldberg observed:

"The administrators have made a commercial decision to continue
. operating the Anseft mainiine airline business for a period up to

28 February 2002, notwithstanding the fact that during that period the
b Ansett group will incur losses of the order of $6m per week comprising

$2.5m in trading losses and $3.5m In respect of on-going information
technology and infrastructure costs, The administrators have made this
decision because they believe that it is in the interests of the creditors of
_ the Anseft group that this decision be made.

No issue as to the power of the administrators fo make this decision has
been raised, It is within their power to make the decision. No issue has
been raised as to the propriely or reasonableness of the decision, nor has
any issue been raised which requires the Court to make a judgment on &
legal issue."

No creditors challenged the decision to continue to trade.

8.2.2 Application for Approval of Sale to Tesna
(Proceeding no. V3010 of 2002)

it was a condition precedent to the Tesna sale that the Court approve the
terms of the sale. - ' '

in anticipation of mmpiétion on 31 January, an application was filed on’
b 25 January 2002 to obtain the Court's approval of the Tesna sale.

A number of directions hearings eccurred in the application.
Given the withdrawal by Tesna, the application will not proceed.

8.2.3 Application by Hazelton Administrator for Apportionment
~ (Proceeding no. V3051 of 2001)

The Hazelton Companies, as controlled entities of the Ansett Group, were
required to settle their various claims against the Alr New Zealand Group for
an amount to be determined either by agreement or by Court Order. '

A dispute has arisen between the Hazelton Administrator and the
Administrators as to what proportion of the $150m recovered from the Air
New Zealand Group should be paid to the Hazelton Administrator.

« | ®
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The Ansett Administrators have paid the Hazelton Administrator $1.545m on
the basis that the Hazelton Administrator cannot be personally liable to repay
that sum. The dispute Is ongoing and will be determined by the Court unless
the parties can reach agreement.

The matter has been adjoumed until 2 April 2002,

Application re Superannuation
(Proceeding no. V3075 of 2001)

The Ansett Group has a number of separate superannuation schemes for its
employees ("thie Superannuation Plans"). The Superannuation Plans are
able to pay ordinary retirement benefits in full.

However, the Trustees advise that some of the Superannuation Plans provide
that if an employes is retrenched, that employee is entitled to a special benefit
on termination. The entitlement to the special benefit is dependent upon a
deciaration bsing made by the employer that the member has been
retrenched. We have made an application to the Court to determine the
declaration of retrenchment question and related issues.

The Trustees have commericed a separate proceeding in the Supreme Court
of Victoria seeking various declarations regarding whether the Ansett Group is
liable for the shortfall in the Superannuation Pians and whether any shortfall
would be afforded a statutory priority of repayment. We have been advised it
will not. The Superannuation Plans are claiming there is a shortfall in excess
of $100m.

For the avoidance of doubt, the proposed DOCA provides that if a debt is due
by Ansett to the Trustees It will be treated as an ordinary unsecured debt.

Application by Canbermra Airport
(Proceeding nio. V3026 of 2002)

Canberra Airport has commenced proceedings seeking to take possession of
the Canberra DTL. We are opposing the application because one of the key
interested parties has expressed preliminary interest in obtaining an
assignment of the lease for the Canberra DTL. :

Potential Further Applications
Further applications to the Court may be made:

e« to avoid sending a notice to all 3 million creditors that the Companies have
executed a DOCA.

s if it Is necessary to "clean up" an Ansett company by transferring its
assets and novating Its liabilities to another company in the Ansett Group.
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9. Estimated Return to Creditors

The Ansett Group comprises of a large number of businesses and companies with
many inter-relationships. This leads to significant complexities when estimating the
possible retum that may be available to creditors.

The estimated return to creditors has been prepared on a consolidated basis
using valuations, estimates and assumptions, many of which are commercially
sensitive at this time, and for this reason, have not been detailed In this report.
This includes property, aircraft and plant and equipment valuations, some of
which have been prepared by independent experts. .

The summary assumes all of the assets and liabilities of the Ansett Group are
consolidated. There are likely to be varying returns for creditors of different
companies if each company Is treated separately. The summary also assumes
6 that creditors will vote in favour of a DOCA.

The estimated return is based on currently available information. W is a best
estimate only. Events or changes in conditions may materially impact the
estimates used In this report.

in our First Report we indicated that if the sale to Tesna did complete, and if all of the
assets and liabilities of the Ansett Group companies were consolidated, a dividend to
unsecured creditors of approximately 5 cents In the dollar was possible. We also
indicated that if the sale did not complete, it was likely that there would be a shortfall in
meeting priority payments and there may be no retum to the unsecured creditors. This
is now the expected cutcome.

A broad estimate of the potential retumn to creditors is as follows:

i

Estimated Realisatlons
Dabtors, Other Receivables and Alr New Zealand Settiement 265
Propetty Assets, Regional Alrtines (éusiness and Aircraft), Englneering and other 400
assets
’ | Ansett Alrcraft — Owned and Finance Leases with Equity 890
! ' Spare Alrcraft Engines, Rotables and Consumables 100
i Total Estimated Realisations 1,655
Estimated Payments _
Payouts on FInance Leases with 'Equrly (640)
Asset Management and Wind Down Costs (75)
Back Office, Overheads and IT costs (75)
Mainline and Reglonalé' Trading Losses (25)
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Costs Incurred after 28 February 2002 (65)

Valuation, Consulting, Legal, Administrators’ Fees and Expenses {55)
Total Estimated Payments B {935)
Surplus before Employee Entitlements 720
Employee Entitlements
b Total Employee Entitaments 760
' Less — Transfers on Sale of Regionals, Engineering and Cther Businesses (40)
Total Employes Entitlements 720
Possible Return to Employees before Contingencies 100c/$
Less -~ Contingencles (for averaging of employee entitiements, number of .
traneforring employees, possible taxes on employee entitiements and other issues) (59)
Possible Return to Employess after Contingencies 92ci$
Estimated Return to Unsecured Craditors ($2,057m) Oci$

The potential claims by unsecured creditors are summarised as follows:

- AT B

Unsecured Creditors

Trade Creditors : ' 300
Revenue Pald in Advance 270
Banks

- Loans and Overdrafts 118
- Bank Guarantees : - 25
- Hedge Losses . 27
Global Rewards 140
Lease Craditors 27
Taxes _

- ATO (Revised Assessments) ' 66
- GST & other taxes - 4

"TANDERSEN
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Unsecured Creditors contd... _
Inter-company Leans (Companles Notin Administration) 20
Other Creditors 208
Possible Superannuation Plan Shortfalls 80
Amounts Claimed as Owing by Air New Zealand 310
Less: Amounts Agreed Not to Clalm (310)
‘fotal Creditors (Before Aircraft Creditors) 1,282
Q Alrcraft Creditors
' - Aircraft Finance Leases Without Equity 230
- Operating .ease Llabllities (iotal payable approx. $1.1b) 3s0
- Other Alrcraft Lease/Loan Guarantoes 195
Totat Alrcraft Creditors - 778
Total Potantlal Unsecured Creditors 2,057

The total of all potential creditors of the Ansett Group are summarised below:

AII Potentlal Creditors
Employee and Other Entitlements | 779
Unsecured Craditors, excluding Alrcraft 1,282
Payments on Finance Leases with Equity 640
’ Alrcraft Creditors 715
) Total All Potentlal Creditors _ 3,476
Summary

Based on the above assumptions above, the possible return to priority creditors is up to
100 cents in the dollar with a return to ordinary unsecured creditors unlikely. However,
many variables can still significantly effect this return. These include:

» Realisation of asset values, particularly aircraft, aircraft engines and spares.
» Costs which unavoidably continue.
« Resolution of contingencies.
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10. Administrators’ Opinions

We, Mark Korda and Mark Mentha, as Administrators of the Ansett Group, have
formed the opinion, having regard to the information available to us, that it would be in
the interests of creditors of the Ansett Group to execute a DOCA as outlined in the
attached outline prepared pursuant to Section 439A(4)(c) of the Act.

The object of Part 5.3A is now to provide a better retumn to creditors than would result
from an immediate winding up of the Ansett Group. The advantages of the proposed
DOCA over an immediate liquidation are as follows: C

« Enhance the ability to maximise the proceeds from the sale of major assets.
« Preservation of rights of action or claims that could only be pursued by a liquidator.

the DOCA period,

“ « Greater flexibility for the trading and sale of DTLs, Kendell and Engineering during
« Significant savings because of mechanisms to realise retention of title disputes.

+ Savings of millions of dollars through mechanisms to manage non-cost effective
dividend payments.

« Enhancement of debtor recoveries. |

s Clarification of the claims of superannuation creditors.

» Preservation of creditors’ rights to “pool” assets and liabllities of the Ansett Group.
e Ability to preserve particular assets within an Ansett company.

The disadvantage of the proposed DOCA is that it may delay a liquidator's
commencement of proceedings, if any.

Therefore, it is our opinion that it would not be in the interests of creditors for
the administrations to end. If the administrations end, the Companies would be .
returned to the control of the Directors in circumstances where they are insolvent.

Further, it is our opinion that it would not be in the interests of creditors for the
. companies to be wound up at Part 2 of the Second Meetings. Our opinion is that

the appointment of a liquidator may cause rights of the Ansett Group to be ierminated

and restrict our ability to realise some of the major assets of the Ansett Group. A

winding-up may also be more costly than a DOCA. Our investigations are continuing
to better determine whether there are any claims available only to a liquidator that may
Justify the winding-up. Creditors may voie at Third Meetings to wind up the Ansett
Group companies if our investigations conclude it would be in their interests, :

Dated this 15" day of March 2002,

MARK A KORDA MARK F MENTHA
Administrator : Administrator
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LISTING OF COMPANIES FOR WHICH THIS REPORT HAS BEEN PREPARED

501 Swanston Street Pty Ltd
{ACN 005 477 618)
Alrport Terminals Pty Ltd
(ACN 053 976 444)
Aldong Services Pty Ltd
(ACN 000 258 113)
Ansett Aircraft FInance Limited
(ACN 008 643 276)
Ansett Aviatlon Equipment Pty Ltd
(ACN 008 559 733)
Ansett Australia Limited
(ACN 004 209 410)
Ansett Australia and Air New Zealand
Engineering Services Limited
(ACN 089 520 696)
Ansett Australia Holdings Limited
(ACN 004 216 291)
. Ansett Carts Pty Ltd

(ACN 055 181 215)
Ansett Equipment Finance Limited
(ACN 006 827 989)
Ansett Finance Limited
{ACN 006 555 166)
Ansett Holdings Limited
(ACN 065 117 535)

" Ansett International Limited
{ACN 060 622 460)
Bodas Pty Ltd
(ACN 002 158 741)
Brazson Pty Ltd
{ACN 055 259 008)
Eastwest Alrlines (Operations) Limited
{ACN 000 259 469)
Eastwest Airlines Limited .
(ACN 000 063 972)
Kendell Airlines {Aust) Pty Ltd
(ACN 000 579 680)
Morael Pty Ltd
{ACN 003 286 440)

a ¥
]
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Northern Airlines Limited

(ACN 009 607 069)

Northern Terrltory Aerial Work Pty Ltd
(ACN 009 611 321) -

Rock-lt-Cargo {Aust) Pty Ltd

(ACN 003 004 126)

ANST Show Pty Ltd

(Formerly Show Group Pty Lid)
(ACN 002 968 989)

South Centre Maintenance Pty Ltd
(ACN 007 286 660)

Spaca Pty Ltd

(ACN 006 773 593)

" ANST Travel Pty Ltd

{Formerly Traveland Pty Ltd)

{ACN 000 240 746)

ANST Travel International Pty Ltd
(Formerly Traveland International Pty Ltd)

~ (ACN 000 598 452)

Traveland International {Aust) Pty Ltd
{ACN 000 275 936)

Traveland New Staff Pty Ltd
{ACN 080 739 037)

Walgali Pty Ltd

(ACN 055 258 921)

Westintech Limited

(ACN 009 084 039)

Westintech Nominees Pty Ltd
{ACN 009 302 158}
Whitsunday Affairs Pty Ltd
(ACN 009 694 553)
Whitsunday Harbour Pty Ltd
(ACN 010 375 470)

Wridgways (Vic) Pty Ltd

(ACN 004 153 413)
Wridgways Holdings Limited
(ACN 004 449 085) '

{AH Administrators Appointed)
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ANSETT GROUP
SUMMARY OF SECOND REPORT
BY ADMINISTRATORS

This is a summary of our Second Report to the creditors of the Companies within the Ansett
Group. Our First Report was dated 16 January 2002. '

As required by the Act, this report addresses the Companies’ business, property, affairs and
financial circumstances and provides our opinions on the following matters:

» Whether it would be in the creditors interests for the Companies to execute a Deed of
Company Arrangement ("DOCA"),

« Whether it would be in the creditors’ interests for the administration of the Companies to
end, and

o Whether it would be in the creditors’ interests for the Companies to be wound up
and the reasons for those opinions.

Administrators’ First Report to Creditors

Qur First Report prdvided an overview of the Ansett Group's operations and our actions. [t
also outlined that the Second Meetings of Creditors of the Ansett Group companies would
be held in two parts:

o Sepdet el
s 29 January 2002

O o T g

To receive & report on the conduct of the edministration to date. "Part 1 of the Secord

i}
O To approve the sale of the mainline eirline to Tesna, Meéﬁngs"
O To extend the date for completion of the Tesna sale.
O To adjourn the meeting for a period of no more then 60 days.
+  by30March2002 | O Torecelve a report on the investigations Into the affalrs of the "Part 2 of the Sacond
Anselt Group. ) Mestings"

To conslder how the proceeds of sale be appiled.

To conslder anhd, If appropriate, approve the proposed DOGAS
{for the varlous Ansett Group companies.

Part 1 of the Second Mestings was held on 29 January 2002. The creditors approved the
proposed sale to Tesna and adjourned the mesting so that work could proceed on
completing the sale and other aspects of the administration. The Tesna sale did not
complete. '

" ANDERSEN




ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

Separate meetings of creditors under Section 439A of the Act were held on 25 January 2002
for Aeropelican, Skywest Airiines, Skywest Aviation, Skywest Jet Charter and Skywest
Holdings. Creditors of the excluded companies have been invited to attend Part 2 of the
Second Mestings as observers. There will be no resolutions passed for the excluded
companies at Part 2 of the Second Meetings.

Administrators’ Second Report to Creditors

In accordance with the Orders of Justice Goldberg on 7 January 2002, notices for Part 2 of
the Second Meetings were not mailed to creditors, but a notice of the fime, date and place of
the meeting was placed on the Administrators’ web sites within 48 hours of Part 1 of the
Second Meetings and in advertisements placed in newspapers nationally on
4 February 2002. This resulted in a substantial cost saving.

This report relates to the Ansett Companies listed at the conclusion of this report and is
provided before Part 2 of the Second Meetings on 27 March 2002 convened under Section
439A of the Act.

It is our opinion that it is in' the interests of crediiors of the Ansett Group that each of the
Companies execute a DOCA.

The purpose of this report is to:

« Outline to creditors the reason for this opinion and provide an outline of the DOCAs,

¢ Provide an update on the administration generally.

¢ Advise creditors of the strategy for the realisation of the assets of the Companies.

» Advise creditors of the extent of our investigations to date.

The proposed DOCAs provide a mechanism to enable us to protect and then sell the assets
of the Ansett Group in an orderly manner to maximise the return to creditors. The DOCAs
provide a general framework for applying the proceeds of the asset sale. However, we -
intend to convene Third Meetings of Creditors after major sales have been completed.
Creditors will make the decision on how proceeds will be distributed and no dividend would
be paid to ordinary unsecured creditors until after that mesting. The Third Mestings wouid
also consider whether the assets and liabilities of the companies should be "pooled”, that is,
treat some or all of the companies as a single entity for the purposes of distributions to
creditors. The meetings would also consider whether the Ansett Group should be liquidated.

We intend to provide a further fepo_rt before the Third Meetings. That report will include an
update on our investigations.

Dated this 15™ day of March 2002.

/7// }

. oﬂé /
MARK A KORDA MARK F MENTHA

. Administrator o Administrator

+ " e
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ANSETT GROUP (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

ABBREVIATIONS USED IN EXECUTIVE SUMMARY

: Abbreviated to:

Mark Korda and Mark Mentha of Andarsen ~ "the Administrators"
Australian Aviation Engineering Services a division of "Engineering” or "AAES"
Ansett Australia Limited (ACN 004 209 410)
Aeropelican Air Services Pty Ltd (ACN 000 653 083) "Aeropelican”
Skywest Airlines Pty Ltd (ACN-008 897 662) "Skywest"
ANST Westsky Aviation Limited "Skywest Aviatlon”
(Formerly Skywest Aviation Limited) (ACN 004 444 866)
ANST Westsky Jet Charter Pty Ltd "Skywest Jet Charter”
(Formerly Skywest Jet Charter Pty Ltd) (ACN 008 800 155)
ANST Westsky Holdings Pty Ltd "Skywest Holdings"
(Formerly Skywest Holdings Pty Ltd) (ACN 008 905 646)
Aeropelican, Skywest Alrfines, Skywest Aviatlon, Skywest
Jet Charter and Skywest Holdings "the excluded companies”
Alr New Zealand Group of Companies "Air New Zealand" or "the Alr New

' ' Zealand Group”
Corporations Act (2001} Commonwealth "the Act"
Deed of Company Arangement "DOCA"
Domestic Terminal Lease "DTL"
Hitp://www.ansett.com. au!admlmstrator and "the Administrators’ web sites”
http://www.abl.cor.au/administrator
Meetingsof creditors called pursuant to Section 436E of "the First Meetings
the Act
Meetings of creditors called pursuant fo Section 439A of "the Second Meetings
the Act

Consortium associated with Mr Lindsay Fox, Mr Solomon "Tesna"
Lew and Tesna Holdings Pty Ltd

information Technology T

First Report by Administrators of the Ansett Group dated "First Report"

16 January 2002 '
Second Report by Administrators to the Creditors of the *Second Report" or "this report”

Ansett Group dated 15 March 2002

s ’ ' e
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ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

1. Executive Summary

11

1.2

1.3

1.4

Purpose of Report

Our First Report was dated 16 January 2002. This report is an update on matters
since then and provides recommendations to creditors for them to consider before
Part 2 of their Second Meetings.

Aim of Administration

The object of the administration legislation is to provide for the business, property
and affairs of the Ansett Group to be administered in a way that:

s Maximises the chances of the Ansett Group continijihg to exist, or

« If that is not possible, results in a better retum for creditors than an immediate
winding up.

The sale to Tesna would have achieved both of these objectives. We are now

seeking to maximise the proceeds from asset sales by focusing on achieving retums

greater than would be achieved in an immediate liquidation or winding up of the

Ansett Group. ' : :

Purpose of Meeting

Part 2 of the Second Meetings of the creditors of the Ansett Group will be held on
27 March 2002 at 11.00am at the Melbourne Exhibition and Convention Centre,
2 Clarendon Street, Southbank, Melbourne, 3006. I will also be webcast on the
Administrators’ web sites.

The purpose of Pari 2 of the Second Meetings is to consider:

s The Administrators’ Second Report concerning the company’s business, '
property, affairs and financial circumstances, '

s Whether it would be in the creditors’ Interests for the Companies io execute a
DOCA,

« Whether it would be in the creditors’ interests for the administration of the
Companies to end, and

o Whether it would be in.the creditors’ interests for the Companies to be wound
up.

Oplinions by Administrators

In our opinion, it is in the interests of creditors for the Ansett Group to enter into the
proposed DOCAs. If the Ansett Group Companies are liquidated now, the leases on
key assets may be terminated and realised for amounts less than the value which
can otherwise be achieved, '

- | | o
A T ANDERSEN
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1.5

1.6

1.7

1.8

1.9

ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

In our opinion, the interests of creditors are not best served by the administrations of
the Companies ending or the Companies being wound up.

Resolutions to be Proposed
The resolutions for Part 2 of the Second Meetings are as follows:

"That (the relevant Ansett company) execute a Deed of Company Arrangement
in accordance with the outline provided with the Second Report by
Administrators dated 15 March 2002%; and .

"That the creditors of (the relevant Ansett company} do not require a notice to be
sent to each credifor advising of the execution of the Deed of Company
Arrangement pursuant to Section 4508 of the Corporations Act provided that the
Voluntary Administrators advertise the execution of the DOCA and give netice on
the administrators’ web sites".

The resolutions will be voted on a company-by-company basis. | is for the creditors
{o decide on the resolutions,

Asset Realisations

As a result of Tesna's withdrawal from the purchase of the mainline airline assets,
we have implemented altemative realisation strategies.

Investigations

Investigations are under way into potential recoveries that would be available to a
liquidator and causes of action that may exist against various parties. These
investigations are continuing and will be fully reported to creditors later, Creditors
may subsequently determine that the Ansett Group be wound up. Potential
recoveries and causes of action will not be prejudiced by the execution of a DOCA,

Proposed Deeds of Company Arrangement

In order fo maximise the retum to creditors, the proposed DOCAs provide for the
orderly sale of the Ansett assets. The proposed DOCAs provide a moratorium on
any action against the Ansett Group.

A further meeting of the creditors will be heid once the major assets have been sold
to consider whether to place the companies in liquidation or vary the DOCAs.
These variations may include whether the assets and claims of creditors of the
various companies should be "pooled™. :

Benefit of Proposed Deeds of Company Arrangement

If the Ansett companies are immediately wound up, leases on certain key assets -
including the airport terminals - may be terminated and lessors may exercise rights
of buy-back. These provisions will not be triggered by the proposed DOCAs.

ANDEREEN
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ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

The ability to pursue any rights of action, including those that would only be
available to a liquidator, are not affected by the proposed DOCAs. All of these
actions would still be able to be pursued at a later stage. This would include any
liquidator's rights, If and when a liquidator was appointed.

1.10 Estimated Returns to Creditors

Based on the above assumptions above, the possible return to priority creditors is
up to 100 cents in the dollar with a return to unsecured creditors unlikely. However,
many variables can still significantly effect this return. These include:

o Realisation of asset values, particularly alrcraft, aircraft engines and spares.
e Costs which unavoidably continue.
¢ Resolution of contingencies.

QA'N DERSERN
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ANSETT GROUF OF COMPANIES (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

2. Estimated Return to Creditors

The Ansett Group comprises of a large number of businesses and companies with
many inter-relationships. This leads to significant complexities when estimating the
possible return that may be available to creditors,

The estimated return to creditors has been prepared on a consolidated basis
using valuations, estimates and assumptions, many of which are commercially
sensitive at this time, and for this reason, have not been detailed in this report,
This includes property, aircraft and plant and equipment valuations, some of
which have been prepared by Independent experts.

The summary assumes all of the assets and llabilities of the Ansett Group are
consolidated. There are llkely to be varying returns for creditors of different
companles if each company Is treated separately. The summary also assumes
‘ that creditors will vote in favour of a DOCA.

The estimated return is based on currently available information. It Is a best
estimate only, Events or changes In conditions may materially impact the
estimates used in this report,

in our First Report we indicated that if the sale to Tesna did complete, and if all of the
assets and lkiabilities of the Ansett Group companies were consolidated, a dividend to
unsecured creditors of approximately 5 cents in the dollar was possible. We also
indicated that if the sale did not complete, it was likely that there would be a shortfall in
miesting priority payments and there may be no retum to the unsecured creditors. This
is now the expected outcome. '

A broad estimate of the potentiai retumn to creditors is as follows:

Estimated Reallsations _

Debtots, Other Recelvables and Alr New Zealand Seftlement 285 -
Proparty Assets, Regional Alines (Business and Alrcraft), Enginesring and other 400
asseols

o Ansett Aircraft —~ Owned and Finance Leases with Equity 830
Spare Aircraft Ehgines. Rotables and Consumables - : 100
Total Estimated Realisatlons ' 1,655
Estimatect Paymants
Payouts on Finance Leases with Equity _ _ {640)
Assat Managemant and Wind Down Costs {75)
Back Office, Overheads and IT costs (75)
Malnline and Regionals' Trading Losses | ' (25}

T ANDERSEN
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ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

Estimated Payments conth..
Costs incurred after 28 February 2002 ' (65)
Valustion, Consulting, Legal, Administrators’ Fees and Expenses (55)
Total Estimated Payments {935)
Surpius before Employee Entitlements 720
Employee Entitlements
& Total Employee Entitlements 760
' Lass - Transfers on Sale of Regionals, Enginaering and Other Businesses {40)
| Total Employee Entitlements 720
Possible Return to Employees befora Contingencles 100c/$
Less - Contingendies (for averaging of employee entifements, number of .
transferring employees, possible taxes on employee entitements and other issues) (59)
U Possible Return to Employees after Contingencles 92c/$
Estimated Return to Unsecured Creditors {$2,057m) 0cl$

Unsecured Creditors
Trade Creditors 300
Revenue Paid in Advanca 270
Banks : '
- Loans and Overdrafis i 116
- Bank Guarantees . . 25
- Hedge Losses . 27
Global Rewards 140
Lease Creditors ' 27
Taxes _
- ATO (Revised Assessments) 66
- GST & other taxes 4
ANDERSEN
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ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

Unsecured Creditors contd...
Inter-company Loans (Companles Not In Adminlstration) 20
Other Creditors 208
Posslble Superannuation Plan Shortfalls 80
Amounts Claimed as Owing by Air New Zealand 310
Less: Amounts Agreed Not to Clalm (310)
_ Total Creditors (Before Aircraft Creditors) 1,282
‘ : Ajrcraft Creditors
- Aircraft FInance Leases Without Equity 230
- Operafing Lease Liabllities (fotal payable approx. $1.1b) 350
- Other Alrcraft Leasefloan Guarantees 195
Total Alrcraft Creditors 776
‘Total Potentlal Unsecured Creditors 2,057

The total of all potential creditors of the Ansett Group are summarised below:

¥

All Potential Creditors -
Employee and Cther Entitlements 779
Unsecured Creditors, excluding Aireraft 1,282
Payments on Flnance Leases with Equity a 640
. Alrcraft Creditors 775
: Total All Potential Creditors _ 3,476
Summary

' Based on the above assumptions above, the possible retum to priority creditors is up to
100 cents in the dollar with a return to ordinary unsecured creditors unlikely. However,
i many variables can stlll significantly effect this return. These include:

+ Realisation of asset values, particularly aircraft, aircraft engines and spares.
» Costs which unavoidably continue.
¢ Resolution of contingencles. -

T ANDERBEN
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ANSETT GROUP OF COMPANIES (ADMINISTRATORS APPOINTED)
SUMMARY OF SECOND REPORT BY ADMINISTRATORS

3. Administrators’ Opinions

We, Mark Korda and Mark Mentha, as Administrators of the Ansett Group, have
formed the opinion, having regard to the information available to us, that it would be in
the interests of creditors of the Ansett Group to execute a DOCA as outlined in the
attached outiine prepared pursuant to Section 438A(4)(c}) of the Act.

The object of Part 5.3A is now to provide a better retum to creditors than would result
from an immediate winding up of the Ansett Group. The advantages of the proposed
DOCA over an immediate liquidation are as follows:

+ Enhance the ability to maximise the proceeds from the sale of major assets.
« Preservation of rights of action or claims that could only be pursued by a liquidator.

» Greater flexibility for the trading and sale of DTLs, Kendell and Engineering during
the DOCA period.

e Significant savings because of mechanisms to realise retention of title disputes.

« Savings of millions of dollars through mechanisms to manage non-cost effective
dividend payments.

¢ Enhancement of debtor recoveries.

¢ Clarification of the claims of superannuation creditors.

« Preservation of creditors’ rights to “pool” assets and liabilities of the Ansett Group.
» Abiiity to preserve particular assets within an Ansett company.

The disadvantage of the proposed DOCA is that it may delay a liquidator's
commencement of proceedings, If any.

Therefore, It is our opinion that it would not be in the interests of creditors for
the administrations to end. If the administrations end, the Companies would be
returned to the contro! of the Directors In circumstances where they are insolvent.

Further, it Is our opinion that it would not be in the interests of creditors for the
companies {o be wound up at Part 2 of the Second Meetings. Our opinion is that
the appointment of a liquidator may cause rights of the Ansett Group to be terminated
and restrict our ability to realise some of the major assets of the Ansett Group. A
winding-up may also be more costly than a DOCA. Our investigations are continuing
to better determine whether there are any claims avallable only to a liquidator that may
justify the winding-up. Creditors may vote at Third Meetings to wind up the Ansett
Group companies if our investigations conclude it would be in their interests.

Dated this 15" day of March 2002.

STl -

MARK A KORDA - _ MARK F MENTHA
Administrator Administrator

+ ¥ ' o
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ANSETT GROUP (ADMINISTRATORS APPOINTED)
SECOND REPORT BY ADMINISTRATORS

LISTING OF COMPANIES FOR WHICH THIS REPORT HAS BEEN PREPARED

501 Swanston Street Pty Ltd

{ACN 005 477 618) _

Airport Terminals Pty Ltd

(ACN 053 976 444) '

Aldong Services Pty Ltd

(ACN 000 258 113)

Ansett Alrcraft Finance Limited
{ACN 008 643 276)

Ansett Aviation Equipment Pty Lid
(ACN 008 559 733)

Ansett Australia Limited

(ACN 004 209 410)

Ansett Australia and Alr New Zealand
Engineering Services Limited
(ACN 088 520 696)

Ansett Australia Holdings Limited
(ACN 004 2186 291)

Ansett Carts Pty Ltd

(ACN 055 181 215)

Ansett Equipment Finance Limited
{ACN 006 827 989)

Ansett Finance Limited

(ACN 006 555 166) -

Ansett Holdings Limited

(ACN 065 117 535) .
Ansett International Limited
{ACN 060 622 460)

Bodas Pty Ltd

(ACN 002 158 741)

Brazson Pty Ltd

(ACN 055 259 008)

Eastwest Airlines (Operations) Limited
{ACN 000 259 469)

Eastwest Airlines Limited

(ACN 000 063 972)

Kendell Airlines {Aust) Pty Ltd
(ACN 000 579 680}

Morael Pty Ltd

(ACN 003 286 440)

2 %
*
*

Northern Alrlines Limited

(ACN 009 607 069)

Northern Territory Aerial Work Pty Ltd
(ACN 009 611 321) -
Rock-It-Cargo (Aust) Pty Ltd

(ACN 003 004 126)

ANST Show Pty Ltd

{Formerly Show Group Pty Ltd)
(ACN 002 968 989)

South Centre Maintenance Pty Ltd
(ACN 007 286 660)

Spaca Pty Ltd

(ACN 006 773 593)

ANST Travel Pty Ltd

(Formerly Traveland Pty Lid)
{ACN 000 240 746)

ANST Travel International Pty Ltd

~ (Formerly Traveland International Pty Ltd)

(ACN 000 598 452)

Traveland International (Aust) Pty Ltd
(ACN 000 275 936)

Traveland New Staff Pty Ltd
(ACN 080 739 037)

Walgali Pty Ltd

(ACN 055 258 921)
Westintech Limited

(ACN 009 084 039)
Westintech Nominees Pty Ltd
(ACN 009 302 158)
Whitsunday Affairs Pty Ltd

(ACN 009 694 553)

Whitsunday Harbour Pty Ltd
{ACN 010 375 470)

Wridgways (Vic) Pty Ltd

{ACN 004 153 413)

Wridgways Holdings Limited
(ACN 004 449 085)

(ANl Administrators Appointed)
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Appendix 1

Page 1 of 2
ANSETT GROUP OF COMPANIES
STATUS OF COMPANIES
r int

Administrators Appointed ACN - PwC Andersen
501 Swanston Street Pty Ltd 005477 618 14 Sept01 17 Sept 01
Alrport Terminals Pty 4d 053976444 14 Sept(1 17 Sept 01
Aldong Services Pty Ltd - 000258 113 14 Sept01 17 SeptM
Anseft Aircraft Finance Limited - 008643276 14 Sept01 17 Sept 01
Ansett Australla and Alr New Zealand Engineering 089 520 696 N/A 3 0ct1
Services Limited

Ansett Australia Holdings Limited 004 216201 12 Sept01 17 Sept 01
Ansett Australia Limited : 004 200410 12 Sept01 17 Sept1

. Ansett Aviation Equipment Ply Lid 008 559733 14 Sept01 17 Sept 01
Ansett Carts Pty Ltd - . 005181215 14 Sept01 17 Sept 01
Ansett Equipment Finance Limited 006 827 989 14 Sept01 17 Sept 01
Ansett Financa Limited _ 006 555 166 14 Sept01 17 Sept 01
Ansett Holdings Limited 065117 535 - 12 Sept01 17 Sept 01
Ansett Intemational Limited 060622460 12Sept01 17 Sept 01
Bodas Pty Ltd 002158741 12Sept01 17 Sept01
Brazson Piy Ltd . - 055258008 14 Sept01 17 Sept(1
Eastwest Aifines {Operations) Limited 000 259469 14 Sept01 17 Sept
Eastwest Alrlines Limited oo0 063 872 14 Sept01 17 Sept 01
Kendell Aidines (Aust) Pty Ltd 000579680 12 Sept01 17 Sept 01
Morasl Pty Ltd 003266 440 14 Sept 01 17 Sept 01
Northem Aifines Limited 000 607 069 14 Sept01 17 Sept 01
Northern Territory Aerial Work Pty Ltd 009611321 14Sept01 17 Sept 01

| Rock-It-Cargo (Aust) Pty Ltd _ 003004 126 14 Sept01 17 Sept 01
ANST Show Pty Ltd 002068 088 12Sept01 17 Sept 01
{Formerly Show Group Pty Lid)

. . South Centre Maintenance Pty Lid 007286 660 128ept01 17 Sept 01
Spaca Pty Ltd 006773593 14 Sept01 17 Sept 01
‘Traveland Intemnational (Aust) Pty Lid _ 000275936 14 Septt! 17 Sept 01
ANST Travel Intemational Pty Ltd 000 598 452 12 Sept01 17 Sept 01
(Formerly Traveland International Pty Ltd)

Traveland New Staff Pty Ltd 080739037 14 Sept01 17 Sapt 01
ANST Travel Pty Ltd 000240746 12Sept01 17 Sept 0t
{Formerly Travetand Pty Ltd)

Walgalt Pty Ltd ' 055258921 14 Sept01 17 SeptOt
Waestintech Limited o 000084 032 14 Sept01 17 Sept 01
Waestintech Nominees Pty Lid 009302 168 14 Sept01 17 Sept 01
Whitsunday Affalrs Pty Ltd 009 694 553 14 Sept01 17 Sept 0t
Whitsunday Harbour Pty Ltd 010375470 14 Sept01 17 Sept 01
erdg\ivays Holdings Limlted ' 004 449085 14 Sopt01 17 Sept 01

Wridgways (Vic) Pty Ltd 004 153413 14 Sept01 17 Sept 01
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Page 2 of 2
ANSETT GROUP OF COMPANIES
STATUS OF COMPANIES
Administrators Appointed  Deed of Company Arrangement
Subject to Deed of Company Arrangement ) ACN PwC Andersen Executed
Aeropelican Alr Services Pty Ltd ' ) 000653083 12Sept01 17 Septt 15 Feb 02
ANST Westsky Aviation Limited 004 444 866 14 Sept01 17 Sept 01 15 Feb 02
(Formerly Skywest Aviatlon Limited) -
ANST Westsky Holdings Pty Ltd _ 008 905 646 14 Sept01 17 Sept 01 15Feb 02
(Formerly Skywest Holdings Py Ltd) '
ANST Westsky Jet Charter Pty Ltd Q08800 155 14 Sept01 17 Sept 15 Feb 02

(Formenrly Skywest Jeot Charter Pty Ltd)

. | Adminlstrators Appolnted Deed o Arra

Companles Sold (Not Undar Adminlstrators Control) ACN PwC Andersen Executed Terminated &
Sale Completed
Skywest Arlines Ply Ltd - 008 997 662 12 Sept01 17 Sept 01 15 Feb 02 21 Feb 02




Media and information rele_ases

02/69 ASIC'S Ansett investigation focuses on financial
disclosures by Air New Zealand Limited

Friday 1 March 2002

The Chairman of the Australian Securities and Investments Commission (ASIC), Mr
David Knott, today updated the market on ASIC's investigation into the collapse of Ansett
Holdings Limited (Ansett).

On 14 September 2001 ASIC commenced a wide-ranging investigation into the Ansett
collapse. Since that tims, extensive enquiries have been conducted in Australia, New
Zealand and Singapore involving a comprehensive review of company records and
examinations of directors and other officers, Legal advice has been provided by Counsel
on g variety of issues.

ASIC has now reached the view that, based on the evidence currently available, there is
no realistic prospect for successfully prosecuting the directors of Ansett for breach of thelr
general duties of care under the Corporations Act or for insolvent trading. This view is
confirmed by Senior Counsel. - '

The factors contributing to this conclusion include the steps taken by the Ansett directors
to obtaln financial support from their parent company, Alr New Zealand Limited (AlZ),
including a letter of comfort for $400 million for working capitai commitments in August
2001.

it is considered unlikely that evidence exists which would cause these conclusions to be
reconsidered but ASIC will reserve its position until all aspects of the investigation are
concluded.

ASIC's attention is now focused on the adequacy of disclosures made to the market by
AlZ regarding its financial position in the peried prier to 12 September 2001. The
Commission believes that, depending on the outcome of further enquiries, the public
interest may be served by the commencement of a representative action for damages
against AIZ in refation to the leve! of its financial disclosures.

There are considerable complexities which ASIC must address before making a decision
on this matter. These Include further consideration of the disclosures made by AlZ;
establishing the identity of persons who have suffered damage as a consequence of any
failure by AlZ to keep the market properly informed; and determining the damages for
which a lawful claim (if any) may be made under Section 50 of the ASIC Act on behalf of
such persons.

ASIC has noted the contents of the Report of the New Zealand Stock Exchange (NZSE)
Market Surveillance Panel dated 18 February 2002 containing a review of AlZ's
compliance with the disclosure requirements of NZSE Listing Rule 10.1. The findings of
that Report were carefully considered by ASIC before deciding to proceed with the
investigation.

ASIC has established a special task force to work through these issues over the next -
three months. The task force will be headed by Mr Jamie Orchard, ASIC's Director of
Enforcement (South West). It is hoped that the Commission will be in a position by 31
May 2002 to make a final decision in relation to this matter.

Public advertisements will be published next month providing additional information about
the possible proceedings, including a process for reievant persons to contact ASIC.




 ASIC will not comment further on this matter at this time.

Contact:

Kate Harvey

ASIC Media Manager
Telephone: 03 9280 3553
Moblle; 0401 985 966

Date Printed 18 March 2002
ASIC Website www.asic.gov.au
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ANSETT GROUP
STATEMENT PURSUANT TO SECTION 439A(4)(C)
OF THE CORPORATIONS ACT 2001

1 PARTIES |
The parties to the Deed will be:

141 The Ansett Group companies {each "an Ansett Group Company”
. and collectively "the Ansett Group™),

1.2 = Mark Francis Xavier Mentha and Mark ‘Anthony Kdrda in their
capacities as Administrators of each Ansett Group Company ("the
Voluntary Administrators™); '

1.3 Mark Francis Xavier Mentha and Mark Anthony Korda in thelr
capacities as the Administrators of the Deed (the Deed

Administrators®).
2 PURPOSE AND OBJECTS

The purposes and objects of the Deed are to provide for the business,
property and affairs of each Ansett Group Company to be administered in a

way that:
21 provides for the maximum possible retum from the orderly sale and
: realisation of assets of the Ansett Group;
o | 22  does not compromise any Deed Creditors debts;

23 avoids crystallisation of Domestic Terminal Lessors’ rights to
terminate Domestic Terminat Leases;

24 provides for @ moratorium on all creditors taking action against any
Ansett Group Company; '

2.5 provides for subsequent meetings of creditors to consider variations
to the provisions of the Deed,; '

2.6 results in a better return for the creditors of each Ansett Group
Company than would result from an Immediate winding-up of the
Ansett Group, '

2.7 facilitates a commercial resolution to the financial difficulties of the

Ansett Group without unnecessary Impediment or legal dispute; and .
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has due regard to any orders or directions made by the Court as to
how Part 5.3A of the Act is o operate in relation to each Ansett
Group Company.

DEFINITIONS

341
3.2

3.3

34

3.5
36

3.7

38

3.9

3.10

*Act” means the Corporations Act 2001,

"Alrcraft Lessor® means any person other than an Ansett Group
Company who is the legal or beneficial owner of an aircraft that is
used or occupied by or in the possession of an Ansett Group
Company or in relation to which an Ansett Group Company is liable
as at the Appointment Date;

"Air New Zealand MOU" means the Memorandum of
Understanding dated 3 October 2001 between, amongst others, the
Ansett Group, the Voluntary Administrators, the Air New Zealand
Group and directors of both the Air New Zealand Group and the
Ansett Group;

"Appointment Date" means the date of commencement of the
voluntary administration of each Ansett Group Company;

vasset” includes a mere cause of action or chose in action,;

"Business Sale” means a sale by any Ansett Group Company of a
business or assets to a third party which occurs during the
Voluntary Administration Period or the Deed Period;

"Glaim" means a debt payable by, and all claims against, an Ansett
Group Company (present or future, certain or contingent,
ascertained or sounding only in damages), being debts or claims
circumstances giving rise to which occurred on or before the
Appointment Date; :

"Coupon Creditor" means a person who on the Appolntment Date
is the holder of a ticket for air travel to be provided by any Ansett
Group Company on or after the Appointment Date and which has
not been honoured by the carrier,

"Couft“ means the Federal Court of Australia at its Melbourne
Registry;

"Deéd Administrators® means Mark Francis Xavier Mentha and
Mark Anthony Korda in their capacities as Administrators of the
Deed;
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3.1 *Deed Creditor" means any person who has a Claim, including:

3.12

3.13

3.11.1 Employees;
311.2 SEESA Payer,

. 3113 Suppliers;

3114  Non Cost Effective Dividend Recipients;
3.11.8 Aircraft Lessors;
3116 Domestic Terminal Lessors;

3.11.7 Other Lessors;

_ 3.11.8 Secured Finance Lease Creditors;

3.41.9  Coupon Creditors;
31110 Global Rewards Creditors;
3.11.11 . Golden Wing Creditors;

"Deed Period" means the period commencing on the Effective
Date and ending on the Termination Date; -

"Domestic Terminal Leases” means the leases for airport
terminals located at Austratian airports which are used by, occupied .
or in the possession of the Ansett Group Company, being the
terminals at the following airports:

3.13.1 Melbourne;

3.13.2 Sydney,

3.13.3 Brisbane;

3.134 Adelaide;

3.13.6 Perth;

3138 Hobart;

3.13.7  Canberra;

3.13.8 Darwin;

3.13.9 Alice Springs;
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3.16

317

3.18

3.19

3.20

3.21

Lawyurs and Adviswra

3.13.10  Cairmns;
3.13.11-  Townsville;
3.13.12 Coolangatta;
3.18.13 Rockhampton;

"Domestic Terminal Lessors” means the lessors under Domestic
Terminal Leases;

"Effective Date" means the date of execution of this Deed,

"Employeés" means all past and present employees of ény Ansett
Group Company as at the Effective Date;

"Entitlement” means the amount of a Claim that a Participating
Creditor Is entifed to be paid as a distribution in accordance with
the Deed; :

"Finance Lease” means a lease constituting, or accounted for in a
similar way to, a finance lease or capitalised lease under Australian
Accounting Standards;

"Global Reward Creditor” means a person who is a member of the
frequent flyer scheme operated by the Ansett Group known as
Clobal Rewards as at the Appointment Date;

‘Global Reward Claim" means & Claim of a Global Rewards
Creditor which arises:

3.20.1 because he or she had Global Rewards points standing
to his or her credit as at the Appointment Date; or

3.20.2 because as at the Appointment Date, he or she held an
airfline ticket acquired through redemption of Global
Rewards points for air travei to be provided by the
Ansett Group or any other airline after the Appointment
Date and which has not been honoured by the carrier; or

3.20.3 otherwise by reason of being a member of the Global
Rewards Frequent Flyer Scheme;

"Golden Wing Claim" means a Claim of a Golden Wing Creditor
which arises:

3.21.1 because the expiry date for their membership falls on or
after the Appointment Date,
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3.23

3.24

3.25
3.26

3.27

3.28

3.29

3.30
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3.21.2 otherwise by reason of being a member of the Golden
Wing Club; '

"Golden erig Creditor" means a person who was a member of
the Golden Wing Club or would be a member of the Golden Wing
Club but for the administration of the Ansett Group;

"Leases" means any lease, licence or other agreement to use,
occupy or possess real property or any other property,

"Lessor’ means any person (other than an Ansett Group
Company) who is the iegal or beneficial owner of real property or
any other property used, occupied or in the possession of an Ansett
Group Company at the Appointment Date, comprising Property
Lessors, Aircraft Lessors and Other Lessors;

. "Members® means shareholders of an Ansett Group Company;,

"Non Cost Effective Claim" means the Claim of a Deed Creditor
whose Claim in the bona fide assessment of the Deed
Administrators would recelve a dividend for an amount less than
$AUD25 after an accurate estimation of the dividend is made in
accordance with Clause 21.4;

"Non Cost Effectlve Dividend Reciplents” means a person with a
Ciaim which is a Non Cost Effective Claim;

*Other Lessor" means any person other than an Ansett Group
Company who is the legal or beneficial owner of an asset (other
than real property or an aircraft) that is used or occupied by or in
the possession of an Ansett Group Company or in relation to which
an Ansett Group Company is liable as at the Appointment Date;

"Participating Creditors” means Deed Creditors other than Non
Cost Effective Dividend Reclpients;

*Priority Creditors” means:

3.30.1 the Voluntary Administrators and the Deed
Administrators In relation fo any amounts due and
payable to the Voluntary Administrators or the Deed
Administrators pursuant to the terms of the Deed;

3.30.2 Secured Creditors;

3.30.3 ~ Priority ROT Creditors to the extent of their priority
amount;
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3.30.4 Employees and the SEESA Payer in relation to SEESA
Payments;

but does not Include Top Up Retrenchment Benefit Creditors;

3.3 "Priofity ROT Creditor" means a ROT Creditor in relation to such

priority amount notified to it by the Deed Administrators under

Clause 17, and in the event of a dispute about the notified amount

= such priority amount agreed between that ROT Creditor and the
‘ Deed Administrators or ordered by the Court;

Company who is the legal or beneficial owner of real property that
is used or occupied by or in the possession of an Ansett Group
Company or in relation to which an Ansett Group Company Is liable
as at the Appointment Date;

a 3.32 "Property Lessor’ means any person other than an Ansett Group
|

3.33 "ROT Clalm” means a claim by a supplier pursuant to the terms of
trade by which the supplier traded with an Ansett Group Company,
the supplier retained an interest in or ownership of goods and in
respect of which there is no provision or act undertaken by that
supplier inconsistent with those retention of ownership or interest
provisions and in respect of which such goods remained in the
possession of the Voluntary Administrators as at the Appointment
Date and for which payment has not previously been made by an
Ansett Group Company;

3.34 "ROT Creditor" means a person who has a ROT Claim;

3.35 "Secured Creditor” means any person who has the benefit of a
Security which was valid at the Appointment Date or which is
validated within 14 Business Days after the execution of the Deed
over all or any assets of an Ansett Group Company securing all or
any of its Claim but only to the extent of that Security as at the
Appointment Date,

3.36 "secured Finance Lease Creditor" means any Secured Creditor
who has entered into a Financing Lease with an Ansett Group
Company and holds, as security for the payment of any debt or
liabillty or the performance of any obligation under that financing
lease, a Security over an aircraft that is used or occupied by or in
the possession of an Ansett Group Company or in relation to which
an Ansett Group Company is liable as at the Appointment Date but
only to the extent of that Security as at the Appointment Date;

3.37 "Security” means any mortgage, chattel mortgage, pledge, charge,
agreement, encumbrance, fien, any right of set-off (arising
otherwise than by operation of taw or as a result of a banker's right

© Amold Bloch Leibler 2002




Arnold Bloch Leibler

3.38

3.39

3.40

3.41

3.42

343
3.44

3.45
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to combine accounts), assignment which provides for and secures
the payment of any debt or monetary liability or the performance of
any obligation; -.

"SEESA Payer" means SEES Pty Lid as agent for the

Commonwealth of Australla;

"SEESA Payments" means payments made by the SEESA Payer
pursuant to the Special Employee Entitiement Scheme for Ansett
Group employees established under the Air Passenger Ticket Levy
{Collection) Act 2001 and paid to the Voluntary Administrators or
the Deed Administrators in accordance with a determination made
by the Minister for Employment and Workplace Relations under that
Act and the SEESA Payments Deed; '

"SEESA Payments Deed" means the Deed dated 18 December
2001 between SEES Pty Ltd, the Ansett Group and the Voluntary
Administrators setting out the terms on which SEESA Payments are
to be paid to the Voluntary Administrators or the Deed
Administrators and the priority in which such payments will be
repaid;

"Superannuation Funds" means the Ansett Australia Ground Staff
Superannuation Plan (trustee - Ansett Australia Ground Staff
Superannuation Plan Ply Ltd); the Ansett Transport Industries
Limited Pilots/Management Superannuation Plan (trustee - Anseft
Australia Pilots/Management Superannuation Plan Pty Ltd}; the
Ansett Transport Industries Limited  Pilots/Management
Superannuation Plan (frustee - Anselt Australia Flight Engineers’
Superannuation Plan Pty Ltd); the Ansett Transport Industries
Limited Flight Attendants Superannuation Plan (trustee - Anseit
Australia Flight Aftendants Superannuation Plan Pty Ltd); and
Ansett Accumulation Plan (trustee - Ansett Australla Pilots
Accumulation Plan Ply Lid};

"Supplier" means a person 'whose Claim arises from or in
consequence of the supply of goods;

*Termination Date" means the date of termination of the Deed;

"Top Up Retrenchment Benefit Creditor” means a person that is
or was a trustee of a Superannuation Fund or a Superannuation
Fund with a Claim;

"“Voluntary Administration Period” means the period of time
commencing on the Appointment Date and conciuding on the
Effective Date;
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346 "Voluntary Administrators” means Mark Francis Xavier Mentha
and Mark Anthony Korda in their capacities as Admimstrators of
each Ansett Group Company.

4 COMMENCEMENT DATE

The Deed will be taken to have commenced on the Effective Date.

5 MORATORIUM

' 5.1 During the Deed Period, alt Deed Creditors are restrained from
taking any action or proceeding with an action in relation to Claims,
including claims for damages, against an Ansett Group Company

other than to enforce rights arising pursuant to the terms of the
Deed, without the Deed Administrators prior written consent.

5.2 The Deed Administrators cannot be liable to an action or other
: proceeding for damages in respect of a refusal {o give an approval
i _ or consent for the purposes of this moratorium,

5.3 Nothing in the Deed will affect in any way and at any time the rights
of the Secured Creditors in relation to the enforcement of their
securities during the Deed Period or their interests in the assets of
any Anseit Group Company over which they have security.

rights to limit the Secured Creditors in relation to the enforcement of
their securities or their interests in the assets of any Ansett Group

|
|

! 5.4 Nothing in the Deed will affect in any way the Deed Administrators’
‘ Company over which they have security at common law or arising

| . under the Act.

| 5.5 Ali persons bound by the Deed acknowledge that the Deed does

‘ not constitute a compromise or. arrangement or other event which
would give a Domestic Terminal Lessor the right to terminate its
Domestic Terminal Lease, fo re-enter or take possession of the
relevant domestic terminal or to withhold its consent to the
assignment or sub-lease of the Domestic Terminal Lease.

5.6 The Deed will not release any Ansett Group Company from any
Claims, except to the extent (if any) provided for in any subsequent
variation to the Deed which may be approved by Deed Creditors at
a meeting of creditors convened under Section 445F of the Act (as
contemplated by Clause 21.4).
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RoLE OF DEED ADMINISTRATORS

During the Deed Period the Deed Adminisirators:

6.1

6.2

6.3

6.4

6.5
6.6

have contro! of each Anseti Group Company's business, property
and affairs;

may carry on that business and manage that property and those
affairs;

may terminate or dispose of all or part of that business and may
disposs of any of that property or any other; and.

may perform any function and exercise any power that the Ansett
Group Company or any of its officers could perform or exercise if
the Ansett Group Company were not subject to the Deed;

may sell or dispose of shares in an Ansett Company;

may transfer assets or novate liabilities from one Ansett Company
to another for the purpose of maximising the sale of Anseit's
assets. . _

DEED ADMINISTRATORS ACT AS ANSETT GROUP COMPANIES’ AGENTS

When performing a function or exercising a power as Deed Administrators,
the Deed Administrators are taken to be acting as agents of the Ansett .
Group Companies. : '

POWERS OF OTHER OFFICERS SUSPENDED

8.1

8.2

While an Ansett Group Company is subject to a Deed of Company
Arrangement, a person (other than the Deed Administrators) cannot
perform or exercise and must not purport to perform or exercise a
function or power as an officer of the Ansett Group Company
except with the Deed Administrators prior written approval.

For the avoidance of doubt, the directors of each Anseit Group
Company will underiake not to pass a resolution to place any
Ansett Group Company into voluntary administration or take any
step to wind it up except with the Deed Administrators’ prior written
approval.
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DEED ADMINISTRATORS MAY INVESTIGATE AFFAIRS

The Deed Administrators may investigate the Ansett Group Company's
business, property, affairs and financial circumstances and may report the
results of thelr investigations to ASIC and Deed Creditors. :

DEep ADMINISTRATORS’ RIGHT TO ANSETT GROUP COMPANIES
BOOKS

A persan is not entitied as against the Deed Administrators of any Ansett
Group Company: '

101 to obtain possessicn of books of the Ansett Group Company; or

10.2 o claim or enforce a lien on such books, but such a lien is not
otherwise prejudiced.

TRANSFER OF SHARES

During the Deed Period, a Member will not transfer any shares owned by it
in any Ansett Group Company except with the Deed Administrators’ prior
written approval.

DOMESTIC TERMINAL LEASES

121 All persons bound by this Deed acknowledge that if a Domestic
Terminal Lessor seeks 1o take possession of or otherwise recover
the property comprised in that Domestic Terminal Lease without the
prior written consent of the Deed Administrators, then there would
be a material adverse effect on achieving the purposes of the Deed,
and In particular the returns to Particlpating Creditors will be less
than what they would be in the absence of the Domestic Terminal
Lessors taking such action. - -

12.2 Each Domestlc Terminal Lessor acknowledges io each other
person bound by this Deed that:

12.2.1 a failure by a Domestic Terminal Lessor to consent to or
perfect an assignment of its lease to a purchaser of any
of the assets of the Ansett Group may prejudice the sale
of those assets and thereby frustrate the objects of Part
5.3A of the Act; and
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12.2.2 each Domestic Terminal Lessor's interest in its lease will
be adequately protected by a purchaser acquiring the
asseis and abiding by the terms of the Domestic
Terminal Lease.

SALE AND REALISATION OF ASSETS

13.1

13.2

The Deed _Administrators will endeavour to sell or otherwise realise
all property, assets and rights of the Ansett Group for the best price

~ that is reasonably obtainable having regard to the circumstances

existing when those assets are sold and having regard to the
diminution of Ansett Group liabilities In general and a reduction of
payments to Participating Creditors in particular.

Each Ansett Group Company and each person bound by the Deed
will do ali things and sign all documents required by the Deed
Administrators to effect, ratify and perfect any transfer of assets and
liabilities of any Ansett Group Company.

PossiBLE POOLING

All persons bound by the Deed acknowiedge that:

14.1

14.2

the Voluntary Administrators are required, pursuant to the terms of

the Air New Zealand MOU, to take ail reasonable steps 10 propose

and recommend that each Ansett Group Company will seek to pool -
all of the assets and liabilities of the Ansett Group, so that all Ansett

Group Companies are treated as one company,

the Deed Administrators will convene a further meeting of Deed
Creditors to consider a variation to the Deed including a regime for
the pooling of all assets and liabilities.

PROOFS oF DEBT

16.1

15.2

The Deed will contain a broadly based mechanism for making
claims and establishing proofs of debt similar to those that apply in
a winding-up, save that there will be no right of set-off and Deed
Creditors may not prove In respect of expectation damages, special
damages, and damages for incidental and consequential loss.

All persons bound by the Deed agree that each Ansett Group
Company and the Deed Administrators may disregard any
consolidation or other accumulation of individual Claims (whether
by way of sale, assignment or in any other manner whatsoever),
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. and each Claim which would otherwise form part of an aggregate or
consolidated Claim will be treated as a claim in its own right owing
to the person originally entitled to the Claim.

LESSORS GENERALLY

16.1 The Deed Administrators will not adopt, ratify or become liable to
the Lessors under any Lease with the Lessors.

16.2 Each Lessor will use its best endeavours to mitigate its loss and
damage.

RETENTION OF TITLE CREDITORS

171 Each Ansett Group Company and ROT Creditors will provide the
Deed Administrators with all relevant documentation relating to its
ROT Claim. '

17.2  The Deed Administrators will on a without-prejudice basis advise
ROT Creditors as to their determination of the amounts that wiil
rank as a priority.

17.3 If there is any dispute in relation to the classification of the amount
determined by the Deed Administrators, such dispute will be
mediated.

174 If any disputes in relation to ROT Claims cannot be resolved by
mediation, then ROT Creditors have the right to appeal against the
Deed Administrators’ failure to admit their ROT Claims in full and
have that appeal determined by the Court.

Tor UrP RETRENCHMENT BENEFIT CREDITOR

The Deed will contain provisions to ensure that each Anseit Group
Company's obligation to make further contributions or payments to the
Superannuation Funds, if any, will be treated as an ordinary unsecured
creditors’ debt. ' -

No SPECIAL CLAIMS

The Deed will prohibit all Deed Creditors from claiming in the administration
or liquidation of the Ansett Group in respect of expectation damages, special
damages and damages for incidental and consequential loss.
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20 AIR NEW ZEALAND MOU

21

20.1 The Deed will incorporate the releasas of Air New Zealand and the
directors in. the same terms as the Air New Zealand MOU

20.2 In accordance with the Air New Zealand MOU, the Deed
Administrators may, after the Deed is entered into, request the Air
New Zealand Group to sign and defiver to the Deed Administrators
a transfer in blank of all shares held by the Air New Zealand Group -
" in the Ansett Group for nominal value together with the share scrip
for those shares.

SPECIFIC REALISATIONS FOR EACH ANSETT GROUP COMPANY
21.1 - Each Ansett Group Company will hold for its own benefit:

21.1.1 the proceeds from the sale of any assets owned by that
company,

21.1.2 the refunds of stamp duty received on termination or
surrender of any lease held by that company; and

21.1.3 the proceeds from the reali'sation of any other asset of
that company, including proceedings.

21.2 The funds held by each Ansett Group Company in accordance with
Clause 21.1- will be applied in payment of the Voluntary
Administrators, - the Deed Administrators and the Participating
Creditors of that Ansett Group Company as follows:

21,21 firstly, the Voluntary Administrators and the Deed
Administrators in relation to any amounts owing to them
and unpaid pursuant to the terms of the Deed, to the
extent they would be afforded pricrity in a wmdmg-up of
that Ansett Group Company;

2122 secondly, the Secured Creditors of that Ansett Group
Company, to the extent that their Security is valid;

21.2.3 thirdly, Priority ROT Creditors of that Ansett Group
Company in relation to their priority amount;

21.24 fourthly, Employees of that Ansett Group Company and
the SEESA Payers in accordance with the terms of the
SEESA Deed and any other Participating Creditor of that
Ansett Group Company entitled to a priority under
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|

|

! section 556 of the Act as if that company were to be
‘ . wound up, in the order of priority set out in section 556
other than Top Up Retrenchment Benefit Creditors; and

21.25 fifthly (but subject to Clause 21.4), to other Participating
Creditors of that Ansett Group Company on a pro rata
basis including Top Up Retrenchment Benefit Creditors,

in the anﬁbunts and on the dates determined by the Deed
Administrators.

213 For the avoidance of doubt, if there is any apparent inconsistency
between the Deed and the SEESA Deed concerning the priority of
repayment to the SEESA Payer, the terms of the SEESA Deed will

prevail,

21.4 When the Deed Administrators have sold or otherwise realised
sufficient assets so that they are able to make an accurate
estimation of the amounts to be paid to Participating Creditors in
accordance with the priority regime set out in Clause 21 and prior to
the distribution of any money to Participating Creditors other than
Priority Creditors in accordance with Clause 21.2.5, the Deed
Administrators will convene a meeting of creditors under Section
445F fo consider any proposed variation to the Deed, including the
incorporation in the Deed of provisions for releasing Claims of Deed
Creditors less their Entitlements and the pooling of assets and
liabilities. For the purposes of such a meeting, the Deed
Administrators will advertise nationally and make available to the
Deed Creditors on the Ansett website:

. : 21.4.1 particulars of the proposed variation; and

21.4.2 such information which would be sent to Deed Creditors
as if the meeting were a Second Meeting of Creditors
under Section 439A of the Act.

‘ . 218 Without limiting the operation of Clause 21.4 the Deed.
| Administrators will convene a further meeting of Deed Creditors
within six months of the Effective Date. -
|
|
|

22 MANAGEMENT OF THE ANSETT GROUP

The Deed Administrators will retain day-to-day management and control of
all Ansett Group Companies until the Termination Date to the exclusion of
the directors. :

©® Amold Bloch Lelbler 2002
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23 POWERS OF ADMINISTRATORS

231 The Deed Administrators will be entitled in their capacity as Deed
Administrators or in any other capacity to exercise all the powers,
authorities -and discretions which are ordinarlly exercised by or
vested in a trusies of a fixed trust.

23.2 The Deed Administrators will be given such powers as are
necessary for the effective operation of the Deed.

23.3 Without limiting Clauses 23.1 and 23.2, the Deed Administrators wiil
have the following powers:

23.3.1

 23.3.2

23.3.3

2334
23.3.5
23.3.6
23.3.7

23.3.8
23.3.9
23.3.10

23.3.11

the powers conferred on the Members of each Ansett
Group Company to the exclusion of those shareholders;

the powers conferred on the directors of each Ansett
Group Company to the exclusion of the dlrectors of
those companies;

all of the powers set out in paragraph 2 of Schedule 8A
of the Corporations Regulations;

the power to alter share capital;
the power to issue shares;
the power to vary class rights attaching to shares;

the power to change each Ansett Group Company's
name;

the power to reduce each Ansett Group Company's

. capital;

the power to alter each Ansett Group Company's
constitution;

the power to convene meetings of members of each
Ansett Group Company;

in relation to the property and assets of each Ansett
Group Company, all the powers of a natural person who
is the absolute and beneficial owner of such property
and assets; and

£ Arnotd Bloch Leibler 2002
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23.3.12 the power fo assign assets and novate liabilities to
another Ansett company for the purposes of maximising
the sale of assets.

234 In exercising any power of sale, the Deed Administrators will take
reasonable care to sell the relevant asset for the best price that is
reasonably obtainable, having regard to the circumstances existing
when the asset is sold and having regard to the diminution of Ansett
Group liabilities In general and any reduction In payments to
Participating Credltors in particular.

consultants, and the Ansett Group will pay all costs of any solicitors

235 The Deed Administrators will have power to engage solicitors and
Q and consultants engaged by the Deed Administrators.

24 TERMINATION OF DEED

I : 241 The Deed will, in respect of any Ansett Group Company, terminate
3 on the first to occur of:

24.1.1 the date a Court orders termination of the Deed; or

241.2 Deed Creditors of that Ansett Group Company passing a
resolution at a meeting of Deed Creditors to terminate
the Deed.

24.2 Notice of any meeting of Deed Creditors will be given by advertising
nationally and by posting on websites. _

. = 25 MEMBERS BOUND BY DEED

|

I

|
All Members consent to the Deed and appoint the Deed Administrators as
their proxies or attorneys to vote and pass resolutions to give effect to the
terms of the Deed (and to transactions and matters contemplated by the
Deed). '

|

|

|

I

|

I

|

|

|

|

|

|

|

26  ADMINISTRATORS' REMUNERATION AND COSTS

Each Ansett Group Company will from time to time pay to the Voluntary
Administrators and the Deed Administrators:

26.1 remuneration in respect of any work done by the Voluntary
Administrators and the Deed Administrators and any partner or
employee of the Voluntary Administrators and the Deed
Administrators at the scale of rates charged from time to time for

@ Arnold Bloch Lelbler 2002
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the provision of services during the period of the Company's
administration or as otherwise agreed by the Committee of
Creditors and the Deed Administrators; and

26.2 reimbursement of all costs, fees and expenses incurred in
connection with the performance and attempted performance of
their actions, duties, obligations and responsibilites as
Administrators or Deed Administrators.

VOLUNTARY AND DEED ADMINISTRATORS’ INDEMNITY

The Voluntary Administrators and Deed Administrators are entitled to be
indemnified by the Ansett Group in accordance with the Deed for their costs,
expenses and liabilities incurred during the Voluntary Administration Period
and Deed Period, other claims made against the Voluntary Administrators
and Desd Administrators and all amounts for which they are entitled to be
indemnified under the Deed.

VOLUNTARY AND DEED ADMINISTRATORS’ RELEASE

All persons bound by the Deed release the Voluntary Administrators and the
Deed Administrators from all claims and liabllity except in the case of fraud,
dishonesty, breach of duty or negligence.

COMMITTEES OF CREDITORS

291 There will be Commitiees of Creditors comprising those persons
elected to the Committees of Creditors at the First Meetings of
Creditors save for the Air New Zealand and Qantas representatives
and any other persons who have resigned or will resign from those
Committees.

129.2 The representatives will otherwise be selected from amongst the

creditor groups by the Deed Administrators from those presently
appointed to the Committees of Creditors who nominate '
themselves for such purpose. _

29.3 The function of the Committees of Credltors will be:

29.3.1  to consult with the Deed Administrators about matters
relating to the administration; and

29.3.2 fo receive and consider reports by the Deed
Administrators.
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2033 1o fix and approve the Deed Administrators’
remuneration.

29.4 The Commitiees of Creditors cannot give directions to the Deed
Administrators.

MEETINGS OF CREDITORS
30.1 The Deed Administrators:;

30.1.1 may at any time convene a meeting of Deed Creditors;
and

30.1.2 will convene a meeting of Deed Creditors if requested by
Deed Creditors whose claims are more than 10% of the
value of all Ansett Group claims.

30.2 Deed Creditors will be entitled to vote at those meetings according
to their admitted Claims in each Ansett Group Company.

30.3 All meetings of Deéd Creditors will take place on a concurrent
basis.

30.4 Wiritten notice will not be sent by post to Deed Creditors of any

further meetings. The Notice of Meeting will be advertised In
newspapers nationally and a website and hotline.

FORUM SHOPPING

All persons bound by the Deed agree that any application will only be made
to the Court.

GOVERNING LAW
The Deed will be governed by Victorian Law.

SEVERANCE PROVISION

If any provision of the Deed is illegal, void or held by the Court to be unfairly
prejudicial to a class of creditors, it may be severed from the Deed by Court
order or direction and the remainder of the Deed will stand. '
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34

35

36

37
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REPORTING

Except as required by law, the Deed Administrators will not be required to
report to Deed Creditors. However, the Deed Administrators may, in their
absolute discretion, report to Deed Creditors during the Deed Period at such
times as the Deed Administrators consider appropriate and on matters which
the Deed Administrators consider ought to be brought to the attention of
Deed Creditors. :

FURTHER ASSURANCES

All persons bound by the Deed agree to do (at thelr own expense) all things
required by the Deed Administrators fo give effect to the Deed and the
transactions and matters contemplated by it (including signing any
documents).

| IQUIDATION
Where :

36.1 at a meeting convened under Section 445F of the Act the Deed
Creditors pass a resolution terminating the Deed; and

36.2 whether or not the notice of that meeting set out a proposed
resolution that the company be wound up

the Deed Creditors may also resolve at the meeting that the company be
wound-up.

SECTION 513C DAY

371 For the avoidance of doubt any resolution by Deed Creditors to
wind-up an Ansett Company will have the same effect as if Deed
Creditors had resolved to wind-up that company at the Second
Meeting of Creditors and that the Section 513C day will be the date -
on which the administration of that company began.

© Arnold Bloch Leibler 2002
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Schedule One

501 Swanston Street Pty Ltd (A.C.N. 005 477 618)

Airport Terminals Pty Ltd (A.C.N. 053 976 444)

Aldong Servicss Pty Limited (A.C.N. 000 258 113)

Ansett Alrcraft Finance Limited (A.C.N. 008 643 276)

Ansett Australia and Air New Zealand Engineering Services Limited {A.C.N. 089 520 696)

~ Ansett Australia Holdings Limited {A.C.N. 004 216 281)

Ansett Australla Limited (A.C.N. 004 208 410)

Ansett Awviation Equipment Pty Ltd (A.C.N. 008 559 733)

Ansstt Carts Pty Ltd (A.C.N. 005 181 215)

Ansett Equipment Finance Limited (A.C.N. 006 827 989)

Ansett Finance Limited (A.C.N. 008 555 166)

Ansett Holdings Limited {A.C.N. 065 117 535)

Ansstt Intemational Limitad (A.C.N. 060 622 460)

Bodas Pty Ltd (A C.N. 002 158 741)

Brazson Pty Ltd {A.C.N. 055 259 008)

Eastwest Airlines (Operations) Limited (ACN 000 259 469) -

Eastwest Alrlines Limlted (ACN 000 083 872)

Kendell Airlines (Aust) Pty Ltd {A.C.N. 000 5§79 680)

Morael Pty Ltd (A.C.N. 003 286 440)

Northern Airlines Limited {A.C.N. 009 607 069}

Northern Territory Aerial Work Pty Ltd (A.C.N. 009 611 321)
Rock-1t-Cargo (Aust) Pty Ltd (A.C.N. 003 004 126)

ANST Show Pty Ltd (fon‘nerly_ Show Group Pty Ltd) (A.C.N. 002 868 989)
South Centre Maintenance Pty Ltd (A.C.N. 007 286 660) '
Spaca Pty Ltd (A.C.N. 006 773 5§93)
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Traveland International (Aust) Pty Ltd (A.C.N. 000 275 936)

ANST Trave! International Pty Ltd (formerly Traveland International Pty Ltd {A.C.N. 000 598 452}
Traveland New Staff Pty Ltd (A.C.N. 080 739 037)

.ANST Travel Pty Ltd {formerty Tréveland Pty Limited) (A.C.N. 000 240 746}
Walgall Pty Ltd (A.C.N, 055 258 921)

Waestintech Limited (A.C.N. 009 084 039)

Westintech Nominees Pty Ltd (A.C.N., 009 302 158)

Whitsunday Affalrs Pty Ltd (A.C.N. 009 694 553}

Whitsunday Harbour Pty Ltd (A.G.N. 010 375 470)

Wridgway Holdings Limited (A.C.N. 004 449 085)

Wridgways (Vic) Pty Ltd (A.C.N. 004 183 413)

(All Administrators Appointed)
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IN THE FEDERAL COURT OF AUSTRALIA
DISTRICT REGISTRY

No. V621 of 2005
IN THE MATTER OF ANSETT AUSTRALIA LIMITED
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Schedule attached) (All Subject to a Deed of
Company Arrangement)
and
MARK ANTHONY KORDA and MARK FRANCIS

XAVIER MENTHA (as Deed Administrators of the
Companies)
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This is the exhibit marked "MAK-11" produced and shown to MARK ANTHONY
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ANSETT GROUP
THIRD REPORT

This is our Third Report 1o the creditors of the Ansett Group. Our First Report was dated
16 January 2002 and our Second. Report was dated 15 March 2002. All reports are
available on the Deed Administrators’ web sites at www.ansett.com.au/adminjstrator and
www.abl.com.au/administrator. .

Purpose of Report

The purpose of this report is to: -

e Provide an update on the administration generally.

¢ Advise creditors of realisations of assets of the Ansett Group.

+ Provide an estimated return to creditors of the Ansett Group on a group hasis.
o Advise creditors of the extent of our investigations.

Third Meetings of Creditors

The Third Meetings of Creditors of the Ansett Group has besn convened in accordance with
the Deeds of Company Arrangement (“DOCAs"} and will be held on 25 September 2002 at
11.00 am at the Auditorium, Melbourne Exhibition and Convention Centre, 2 Clarendon
Street, Southbank, Metbourne 3008. '

The purpose of the Third Meetings of Creditors is to consider the Deed Administrators’ Third
Report concerning the Anselt Group’s business, property, affairs and financial
circumstances. S

Resolutions to be Proposed

This meeting has been convened in accordance with the DOCAs. There are no resolutions
proposed for this meeting. Creditors should note that creditors can only pass a resolution in
relation to the variation or termination of the DOCA of which prior notice has been circulated
pursuant to Section 445F of the Act.

Dated this 16th day of September 2002.

/ A 7% J
MARK A KORDA ' MARK F MENTHA
Deed Administrator _ B Deed Administrator
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reference to dollars in this report relates to Australian currency unless indicated
" otherwise.
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THIRD REPORT BY DEED ADMINISTRATORS

1. Executive Summary

1.1. Progress of Administration

Since the Second Report, we have aggressively pursued the realisation of the
Ansett Group assets In order to maximise proceeds from those assets. We have
realised over $630m out of a potential $1b of assets, including the sale of three
regional airines and the sale of major property assets. The sale of the property
assets included the domestic terminal leases (“DTLs”), which were extremely
complex and difficult transactions.

The next stage of the realisation process is focused on the aircraft and the aircraft
spares. Due to the depressed state of the aircraft market and the volume of these
“assets, it will be extremely challenging to sell these assets in the short term at
values acceptable to us. However, our strategies are in place and are progressing.

Costs to date are under budget. The majority of future costs relate to the
maintenance of the. aircraft, These costs are time dependent and will vary if the
timeframe is shortened or extended. :

1.2. Return to Creditors

1.2.1. Return to Employees
We are aiming to achieve an average total retum to employees of 92 cents
for each dollar owed. Ultimately, however, the timing and amount
employees will receive largely depends on the realisations of aircraft and
aircraft spares.

Whilst difficult to predict, we believe aircraft sales yielding $150m are
reasonably achievable (we have written down aircraft valuations by 50%
since our First Report), which would result in an average total return to
employees of 88 cents for each dollar owed. If aircraft sales yield an
additional $50m, i.e. $200m, employees would receive an average 92
cents for each dollar owed. Even if no aircraft are soid, we estimate that
employees would receive an average of 74 cents for each dollar owed.

A maijor risk affecting the timing and amount of return to employees is if the
courts find that superannuation shortfalls rust be paid prior to employee
entitlements. This would mean a reduction in funds to the Ansett Group of
up to $200m and there would be no prospect of any further retums to
employees for at least two years.

Employees have so far received entitlements of;
o 100 cents in the doilar for unpaid wages;

« 100 cents in the dollar for annual leave, long service leave, time in lieu
and other days;

« 100 cents in the dollar for pay in lieu of notice, and for up to 8 weeks of
redundancy.

.
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For more than 3,600 employees, this means that they have been paid
100% of their entitiements,

Subject to the superannuation proceedings finalising shortly and finding
that shortialls do not rank to priority, we have forecasted the following
instalments, to be paid to employees who are owed further monies, over
the next six months: '

« The first instaiment forecasted, to be paid in December 2002, will be 10
cents in the dollar for redundancy greater than 8 weeks. This will
‘represent a total return to employees to date of 58 cents in the dollar of
total entitiements.

e The second instalment forecasted, to be paid in March 2003, will be &
cents in the dollar for redundancy greater than 8 weeks. This will
represent a total return to employees to date of 60 cents in the dollar of
total entitliements.

e The third instalment forecasted, to be paid in June 2003, will be 5 cents

in the doilar for redundancy greater than 8 weeks. This will represent a

fotal return to employees to date of 62 cents in the doliar of total
entitlements. '

Because of the unceriain state of the global aviation market, we will review
progressive asset realisations and pay instalments as soon as practicable
after funds become avallable. Throughout the administration, we will
advise creditors every six months of anticipated quarterly instalments.

1.2.2. Return to Unsecured Creditors

It is uniikely there wili be a return to unsecured creditors unless realisations
from aircraft are considerably greater than expected. Itis optimistic to think
that this would occur. :

1.3. Investigations :

Our investigations into the affairs of the Ansett Group have progressed significantly
since the Second Report. We have examined and continue to examine potential
actions available to the Ansett Group and potential actions available to a liquidator.
A detailed and confidential report of over 70 pages has been discussed with the
Committees of Creditors. Further investigations are required into a number of areas
under consideration. We have finalised our investigations ‘in some areas and
recommend that no further action be taken in relation to these potential causes as
we have conciuded either there is no evidence of a breach or there is no recovery
available.

A number of investigations relate to Air New Zealand and its directors. In general,

these investigations are continuing and we will assess any potential action once

these are finalised in terms of whether it was inciuded in the settlement of $150m

with Air New Zealand in October 2001, the estimated costs of litigation and the
. chance of success. '




ANSETT GROUP (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
THIRD REPORT BY DEED ADMINISTRATORS

2. Communication with Stakeholders

2.1. Communication Updates'
We established web sites early in the administration to post documents relating to
major issues in the administration. Further Information will be placed on the web
sites when appropriate.

There have been weekly updates provided to the Committees of Creditors which
contain detailed information, often of a sensitive nature. A summary of the major

Issues covered in each update is as follows:

T

31 May 2002

Update on the sales of Ansett International Cargo Handing,
Ansett Australia Headguarters, Kendell Airiines, Sydney Airport
Terminal, Melbourne Airport Terminal, Brisbane Hangar and )
Melboume Jet Base

7 June 2002

Update on the sale of Ansett Interests In the Brisbane Airport
Terminal
Employee Redundancy Update

14 June 2002

Update on the sale of Melboume Jet Base

Detalls regarding Project Management

Transition from Andersen to KordaMentha _
Detalled property update, including freehold property, domestic
terminal leases and other leased property

21 June 2002

Update on the sales of Kendell, the Brisbane Airport Terminal
and ground support equipment to Virgin Biue

Update on the Adelaide furniture and equipment auction

Detailed report on the aircraft fleet

Web site upgrade

28 June 2002

| Update on the sale of Kendell .

Staff debt recovery program

5 July 2002

Detailed raport on the Ansett continuing workforce
‘Update on Ansett Austrafian Enginsering Services
Redundancy program and employee entitements

12 July 2002

Ansett redundancy program update
Group certificates

15 July 2002 .

Update on the sale of Kendell

19 July 2002

Ansett Australia Enginesring Services
Update on the sale of Kendell '
Superannuation funds

Summary of auctions {o date

10

27 July 2002

Update on the sale of Kendeli
Summary of court actions associated with the administrations

1

1 August 2002

Update on the sale of Kendell
Datailed report on continuing legat matters

12

12 August 2002

Petalled éummary of auction results for Ansett equipment
Update on sale of Ansett Domestic Cargo Tarminal
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Ansett web site
13 16 August 2002 | Update on superannuation, trademarks and the third meeting of
' creditors

Update on the sale of rotables, consumables and spares

14 22 August 2002 Update on the sale of spare engines

15 30 August 2002 Update on the sales of AASS, Melboume Jet Base and Flight
Kitchen

. Timetable for Meetings with Creditors

16 6 September 2002 | Update on IT infrastructure downscaling

2.2. Committees of Creditors Meetings

Section 436F of the Act states the function of a Committee of Creditors is to consult

with the Administrators about matters relating to the administration and receive and

consider reports prepared by the Administrators. The Committee of Creditors
cannot give directions to the Administrators, except to require the Administrators to
report to the commitiee on matters relating to the administration as and when
reasonably required.

Ten meetings of the Committees of Creditors have been held. The Committees of
Creditors have continued to approve our remuneration.
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3. Estimated_ Return to Creditors

The estimated return to creditors has been prepared on a consolidated basis using
valuations, estimates and assumptions, many of which are commerclally sensitive
at this time, and for this reason have not been detailed in the report. The
estimated return is based on currently available information. It is a best estimate
only. Events or changes in conditions may materially impact the estimates used
in the report.

An estimate of the potential return to creditors on a group basis is as follows:

- Essfmated Retuin to.Croditors.:

Assets (excluding Alrcraft &

Spares)

Assets realised to date _ 341 539.4

~Assets sold but not yet setiled 3.2 90.8

Assets still to be realised or collected 33 58.6

Aircraft spares 3.5 100.0

Total Assets 788.6

Costs incurred to date & to complete 3.6 (298.6)

Other Contingencles 37 {40.0)

Total before aircraft realisations _ 450.0 | Total return to employees of up to 74
cents, including 46 cents for
redundancy greater than 8 weeks.

Net realisations from aircraft (last 3.4 150.0 | Total return to employees of up to 88

report - $250m) : cents, including 74 cents for
redundancy greater than & weeks.

Each $50m of additional net 34 50.0 | This additional $50m increases the total

reafisations from aircraft if retum to employees to 92 cents,

ownership/grouping, valuation and including 84 cents for redundancy
othef issues are rasolved greater than 8 wesks.
‘ Estimated Employee Entitlements - 3.8 735.8

Major Issue Affecting Return

Claim that shortfalls In the 3.7 Upto

superannuation funds may be a {200.0}

priority creditor up to $200m, '

The state of the global aviation market will ultimately determine how much creditors will gei and

when,

KordaMentha
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We are aiming to achieve an average total return to employees of 92 cents for each
doilar owed. Ultimately, however, the timing and amount employees will receive largely
depends on the reafisations of aircraft and aircraft spares. The global market is
extremely depressed in this area and we are largely dependent upon a revival of the
aircraft market. :

Even if no aircraft are sold, we estimate that employees would receive an average of 74
cents for each doliar owed. However, whilst difficult to predict, we believe aircraft sales
yielding $150m are reasonably achievable (we have written down aircraft valuations by
50% since our First Report), which would result in an average total return to employees
of 88 cents for each dollar owed. If aircraft sales yield $200m, employees would receive
an average 92 cents for each dollar owed.

A major risk affecting the timing and amount of return to empioyees is if the
superannuation proceedings find that superannuation shortfalls rank to priority. This will
mean there will be no prospect of any retums to employees for at least two years.

3.1. Assets Realised to Date
Major assets realised to date are as follows:

Property 311 -
Ansett Sydney Airport Terminal 192.0
Ansett Melboumne Airport Terminal 25.0
Melbourne Jet Base 7.5
Other Domestic Terminals ' : 5.1
Other Property 0.2
Businessas 31.2
Aeropetican _ 6.0
Cargo and Ground Handling 146
Kendell (to date only) 6.6 -
Show Group 0.4
Skywest 16
Traveland - : 0.5
Debtors 3.1.3 1074
Private Sales and Auctions 314
Private Sales - . . 106
Auctions 3.0
Settlement with Air New Zealand 147.5
Other — cash at appolntment, government grants, interest 1.4
Total Assets Realised to Date 539.4




ANSETT GROUP (SUBJECT TO DEED OF COMPANY ARRANGEMENT).
THIRD REPORT BY DEED ADMINISTRATORS

3.4.1. Property
Ansett Sydney Airport Terminal

The final agreement for the sale of the Ansett Sydney domestic terminal to
SACL was signed on 24 May 2002, Settiement occurred on 2 July 2002,
Ansett Australia had occupied premises within Sydney Airport for more
than 75 years. The terminal was re-opened in March 2000 after a major
redevelopment in preparation for the Sydney 2000 Olympic Games. The
18-gate terminal incorporates 33 walk-through check-ins and ticketing
counters, separate departure and arrival levels and an 800-person capacity
Golden Wing lounge.

There were a number of difficulties associated with the sale process of the
Sydney DTL. These arose from the terms of the lease In general and to
the buyback provisions in particular. : _

The first difficulty with the buyback provisions was that they enabled SACL,
as lessor, to acquire the Ansett facllities for “fair market value” on
termination of the DTL. We belleved that fair market value may have been
significantly less than the price which could be achieved In a competitive
market environment. We obtained expert advice that confirmed our belief.

The second difficulty with the buyback provisions was that a winding up of
Ansstt would trigger the buyback provisions. We maintained that a DOCA
would not do so.. However, shortly before Part 2 of the Second Meetings,
SACL submitied that executing the DOCAs would constitute an event that
triggered the buyback provisions.

To overcome these difficulties, the following process occurred:

o Prior to executing the DOCAs, an advertisement was placed on 21
March 2002 giving notice of the proposed saie of the Ansett Group's
key DTLs. An application was made to the Federal Court to extend the
time in which to execute the DOCAs to allow this sale process to oceur.
On 17 April 2002, the Court extended the time for the execution of the
DOCAs by seven days until 24 April 2002, on the basis of drafting and
technical difficulties.

« On 17 April 2002, an agreement with SACL was reached to enter into a
“status quo agreement” for seven days. The purpose of the status quo
agreement was to allow us time to reach agreement with SACL on a
sale protocol, which would prescribe a period of time for the sale
process of the Sydney DLT to be concluded by 24 May 2002. Between
17 April and 22 April 2002, we were unable to reach agreement with
SACL for either an extension of the status quo agreement or agreement
to an orderly sale process over a one-month period.

« A second application was therefore made to the Court to extend the
time to execute the DOCAs for one further month to ‘allow for the
completion of a competitive sale process. As we were unable to reach
agreement with SACL, the application was heard by the Court on 23
and 24 April 2002. Justice Goldberg made an order that, pending the

——
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Court’s determination of the application, the time to execute the DOCAs
be extended to a date not later than three days after the Court's
determination. As Justice Goldberg indicated that it was his intention to
deliver his judgment on 29 April 2002, if the application was not
successful, the DOCAs would have to be executed on 2 May 2002.
This was communicated to the parties that had expressed interest in
purchasing one or all of the DTLs. On 29 April 2002, the application
was refused and the DOCAs had fo be executed on 2 May 2002.

e We continued discussions with SACL and interested parties. On 1 May
2002, we met with SACL and commenced negotiations that continued
for many hours, SACL advised that an agreement with SACL would be
easy to consummate and would not require any third party consents.
However an agreement for the sale with a third party would require
SACL’s consent. While SACL would not unreasonably withheld it, it
would require a due diligence process to be complieted before SAGL
would do so. Agreement was reached with SACL, with the initial
interim agreement with SACL being executed at 5 am on 2 May 2002.
The sale price was $197m, including $192m in cash and $5m in
concessions. Agreement in principle was also reached to allow the
assignment of other SACL property. :

« ~ An application was also made to Court to approve the sale process of
the Sydney DTL to SACL. Included in the application were our
confidential commercial reasons for accepting the proposal. Justice
Goldberg held that in the circumstances it was appropriate to give a
direction that we may give effect to the agreement of the sale of the
Sydney DTL to SACL.

Anselt Melbourne Airport Terminal
The sale of Ansett's Melbourne domestic terminal interests to Australian
Pacific Airports Melbourne for $256m was completed on 17 May 2002. The
sale included the Anseft-built Concourse B Gates 12 to 14, Anseit’s 300-
person capacity Golden Wing lounge and part of existing Ansett terminal
facilities.

Meibourne Jet Base
The agreement for the sale of the Ansett Melbourne Jet Base in
“Tullamarine to Virgin Blue for $7.5m was reached in June 2002. The sale
included the Integrated Operations Centre facility, two hangars, two further
office buildings and associated tarmac/apron area. An agreement was also
reached for numerous rent-free licence agreements for the ongoing storage
of Ansett planes and usage of the 10C building.

Other Domestic Terminals
More than $5m has been realised from the sales of other domestic
terminals, including Brisbane, Canberra, Adelaide, Hobart,” Coolangatta,
Rockhampton, Townsville, Cairns and Proserpine.
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3.1.2. Businesses
Aeropelican
Details regarding the sale of Aeropelican have been provided previously in
the Second Report and in reports to the Committees of Creditors.

After advertising the business for sale, expressions of interest were
received for the Aeropelican business and assets. After discussions with a
number of interested pariies, an agreement for the sale of the business and
assets of Aeropelican to 1AP Group Australia Pty 1id was executed on
6 March 2002. The sale completed on 24 April 2002. -

The Aeropelican oreditors approved the execution of a 'DOCA on
25 January 2002 to effect the sale. The DOCA was executed on 15

_ February 2002. _
The shares in Aeropelican were sold for $6m and 15 employees continued
in their employment. Employee entitlements of approximately $200,000

will be met by the new owner of Aeropelican.

Sale of the business was by way of a sale of shares in the company.
Accordingly, all creditor claims against Aeropelican {apart from employee
entitements) were released upon the DOCA terminating and substituted by
claims against the net proceeds. The proceeds from the sale of the shares
are held on trust by Bodas for the creditors of Aeropelican.

Ansatt International
The business was closed by the Initial Administrators and we were unable
to sell it as a going concern. The major assets of Ansett International were
landing slot rights in a number of Asian ports, debtors and some minor
plant and equipment. The hon-utilisation of the landing slots on ciosure of
the business resulted in the landing slots being forfeited. Debtors are
being collected and the piant and equipment has been sold.

Australian Concession Management
This business ceased operating on 4 March 2002. We were unable to sell
the business without an operating airline in the various airport terminals.

The major assets of the business are debtors and plant and equipment.
Debtors are being collected in the normal course and the plant and
equipment has been realised by way of tender, public auction or included in
the sale of the DTLs.

Cargo and Ground Handling .
After the non-completion of the agreement by Tesna, we contacted the
parties who previousty expressed an Interest in International Cargo
Handling. An agreement for the sale of the business to Patrick was
executed on 26 April 2002 and the sale completed on 29 May 2002. The
sale agreement included the assignment of numerous property lsases
throughout Australia.

The proceeds from the sale were $14.6m and 60 employees with employee
entitlements of approximately $2rm were transferred.
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The Domestic Cargo and Third Party Ground Handling businesses have
ceased operating due to the closure of the mainline airline and loss of
major customers, The major assets of these businesses are debtors and
plant and equipment. Debtors are being collected and the plant and
equipment has been sold.

Kendell '

After advertising the business for sale, expressions of interest were
received for the Kendell business and assets. After discussions with a
number of the interested parties, Australiawide Airlines Ltd ("AWL") was
announced as.the preferred bidder on 7 May 2002 and an agreesment for
the sale of the business and assets of Kendell to AWL was executed on
28 June 2002. The sale completed on 1 August 2002.

Significant time was spent idéntifying and qualifying a suitable purchaser
for the business. A number of issues were satisfied during the
negofiations, including: '

 Establishing appropriate agreements with key suppiiers to the business,
including airports and leasing companies.

« Resolution of outstanding industriat issues and employment terms and
conditions.

* Satistying regulatory requirements.

Further, it was necessary to co-ordinate the sale of Kendell with the
simultaneous sale of Hazeiton by AWL. There were a humber of difficulties
in relation to this.

The Kendell business was sold for $12m and approximately 350
employees continued in their employment. Employee entitiements of
approximately $3m continue to be met by Kendell under its new owner,
AWL acquired seven Metro 23 alrcraft and three Saab 340A aircraft.
Further, leases of seven Saab 340B aircraft were passed to AWL.

’ This was a very large and complex transaction. A separate detailed report

was prepared for the creditors of Kendell (which is available on the Deed
Administrators’ web sites) and a meeting of creditors was held on 18 July
2002. At that meeting and its subsequent adjournments, the sale of
Kendell was considered and approved. Variations to the Kendell DOCA
were also appfoved but were not necessary when the agreement altered
from a sale of shares to a sale of business, due to CASA issuing a new
AQC to AWL. :

Show Group
Details regarding the sale of Show Group have been provided previously in
the Second Report and in reports to the Committees of Creditors.

After advertising the business for sale, expressions of interest were
received for the Show Group business and assets.

.
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Foliowing discussions with a number of the interested parties, a sale was
made to Avis Services Ltd on 25 October 2001 for $400,000 cash and the
assumption by Avis Services itd of employee entitlements of
approximately $3.6m.

The Show Group debtors are being collected in the normal course.

Skywest :
Details regarding the sale of Skywest have been provided previously in the
Second Report and in reports to the Committees of Creditors.

Expressions of interest were received for the Skywest business and assets.
After discussions with a number of the interested parties, an agreement for
the sale of Skywest to Airline Investments Limited ("AIL") was executed on
21 February 2002, _

The purchase price for the shares in Skywest was $6.5m. Under the sale
agreement, all of the Skywest employees continued in their employment
with Skywest and their entitlements of approximately $2.2m will continue to
be met by Skywest. The amount received for Skywest was reduced by:

e The amount of the employes entitlements {not including redundancy
and notice amounts) of $2.2m. .

¢ An allowance for working capital of approximately $0.9m.

s The assets exciuded from the sale are principally debtors and are being
collected.

Traveland _
Details regarding the sale of Traveland have been provided previously in
the Second Report and in reports to the Commitiees of Creditors.

The Traveland business was sold to Internova Travel Pty Ltd ("Internova®),
on 23 September 2001 for $600,000 and the transmission of employee
liabilites. We agreed to the sale solely on the basis that if we did not do
so, Traveland would be required to cease trading and all employees would
have been terminated. :

In order to facilitate the sale of the Traveland business to Internova, we
agreed that the Traveland employees would be no worse off than the
“Ansett employees.

Unfortunately, Internova was placed into tiquidation on 21 December 2001.
The former employees of Traveland have since been pald their GEERS
entilements by the Govemment through the liquidators of Internova. In
addition and in accordance with our agreement, we, as Administrators of
Traveland, have paid the difference between the GEERS and SEESA
entitlement, which was approximately $300,000. There is, however,
ongoing legal action on this matter. -

" We have continusd with the collection of the pre and post administration
debtors of the company and settled various expenses of the administration.

KordaMentha




ANSETT GROUP (SUBJECT TO DEED OF COMPANY ARRANGEMENT)
THIRD REPORT BY DEED ADMINISTRATORS

3.1.3. Debtors : _
To date, collections of debtor amounts outstanding as at the date o
appointment are $107.4m. A further $9.0m is expected to be collected.
The Ansett finance team have worked very hard and diligently on the
collections, which are substantially above expectations.

3.1.4. Private Sales and Auctions _
A summary of realisations from private sales and auctions held so far are

as follows:
cSales and Auctions:triant 2no Eqinpiment) i 2010

Private Sales and Treaties 108
Auctions '

485 & 489 Swanston Street Offices 26 February 2002 0.1
Astrojet Centre 9 April 2002 0.1
Melboume Head Office 21 May 2002 0.2
Adelaide Airport 20 June 2002 0.3
Alice Springs and Ayers Rock Alrports 2 July 2002 0.2
Parth Airport 3 July 2002 0.5
Darwin Airport 4 July 2002 0.1
Brisbane and Margochydore Airports 18 July 2002 0.8
Sydney and Canberra Airports 23 July 2002 1.2
Mslbourne Head Office 24 July 2002 0.1
Melbourne Enginearing 30 July 2002 0.6
Total Private Sales and Auctions Realised to Date 14.8

Approximately $14.8m has been realised through the sale of airport ground
service equipment, general office contents at airports, administration
buildings and travel centres throughout Australia. These sales have
occurred either by private sale or by public auctions. Anseft goods and
' equipment have now been sold from 32 second tier airports in regional

centres including Ballina, Coffs Harbour, Gove, Brocme, Karratha,
Newman, Townsvills, Groote Isiand and Denpasaar. A total of 880 major
equipment items have been sold by private sale. in some cases, entire
airport contents were sold in private negotiations.

Much of the ground service equipment and specific airport equipment
(conveyors, push back tractors, jacks, water trucks) has been sold to other
airlines, ground handling agent companies and airport operators including
Qantas, Patrick and Virgin Blue.

The auctions in particular have been very successful. In many cases,
results achieved have exceeded our best estimates. This has been the
result of a well organised publicity campaign and ongoing interest in the
Ansstt failure.
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Significant interest has been expressed in relation to Anseit’s aircraft
tooling. This engineering equipment is highly sought after, but is currently
needed to maintain the Ansett fleet of aircraft.

3.2, Assets Sold but Not Yet Settied _
Malor assets sold but not yet settled are as follows:

-Assiels Sold but Mot
Property 3.21
Ansett Australia Headquarters
Ansett Sydney Domestic Cargo Terminal
Brisbane Hangar

. Businesses 322
Call Centres
: Flight Kitchen

Total Assets Sold But Not Yet Settled 90.6

- 3.21. Property
Ansett Australia Headquarters

The tender for Ansett Australia Headquarters at the northern end of
Melbourne’s CBD was concluded on 28 May 2002. The successful sale,
for in excess of $30.2m, includes four buildings and a total land parcel of
7,627 square metres with frontages to Swanston, Therry, Victoria and
Frankiin Streets. The properties were offered individually or as a package.
The purchaser has plans for the site, including office space, retail and
residential projects, using existing butidings and some new construction,
The sale will settle in November 2002.

Ansett Sydney Domestic Cargo Terminal
" The sale of interests in the Sydney domestic cargo terminal to Menzies
‘ Aviation Group was completed in August 2002. Menzies Aviation Group
has been operating in Australia since 1998 when it opened an 11,000
square metre airside facility at Melbourne Airport. The company now
handles some 50,000 tonnes of air cargo per annum through Melbourme.
In Sydney, the company established a small off-airport presence three
years ago as a short-term solution pending availability of an airside facility.

Brisbane Hangar _
Agreement has been reached with Qantas for the sale of the Brisbane
Hangar. The formal sale process involved a call for expressions of interest.
Two parties lodged expressions of inferest. Agreement was reached with
Qantas and the sale is expected to settle shortly, once issues with
Brisbane Airport have been finalised.
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3.22. Businesses
Call Centres
The Sydney, Melbourne, Brisbane, Adelaide, Canberra and Perth call
centres ceased operating as they were excess to Ansett's needs and were
unable to be sold as a going concern. All employees have been made
redundant and the plant and equipment has been sold or is for sale.

The Launceston call centre continued to operate in order to support the
regional airlines and was closed shortly after the sale of Kendell completed.
All employees have been made redundant and the plant and equipment is
in the process of being sold. '

Flight Kitchen
Agresment has been reached to sell the assets from the Flight Kitchen
pusiness to Alpha Catering. Included in the sale is the assignment of
numerous properties around Australia.

3.3. Assets Still to be Realised
Major assets still {o be realised are as follows:

Property 331
Ansett Perth Domestic Terminal
Melbourne Garden Drive Property

Businesses 3.32
Engineering

Flight Simulators

Kendell Remaining Assets
Dehtors and Other Assets _
Total Assets Still to be Realised 58.6

3.3.1. Property _
Ansett Perth Domestic Terminal _
Discussions are continuing with Westralia Airports Corporation Pty Ltd to
finalise the buyback of the Perth domestic terminal.  Agreement [s
expected to be reached shortly. '

Garden Drive Site _
Ansett's Garden Drive site Is a purpose-built, owner-occupied facility
incorporating a variety of specialised and conventional style industrial and
commercial improvements. These include engineering workshop facllities,
warehousing, data centre, a plating shop and a highly specialised flight
simulator building. In addition, 30% of the overall site is vacant land.

Critically, the utility of the buildings and their subsequent layout on site is
specific to Ansett's airline operations and reflects the fact that the site has
been owner-occupied by Ansett for an extended period of time. The
current configuration of the site and associated infrastructure (road

by,
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networks, services and position of improvements) is not suitable for
multiple tenancies. '

Therefore, in determining the most appropriate form of realisation for
Garden Drive, various options have been considered. The foliowing factors
have contributed to the decision process:

« Retum and risks of each option;
e Ansett's ongoing requirement for the various facilities; and
« Anticipated timing of realisation monies for creditors.

in this regard, we have sought advice from a number of parties including
town planners, engineers, sale and leasing agents and developers. A
process is now under way on the feasibllity of the Garden Drive facilities
being subdivided by area and services. Based on expert advice, it Is
envisaged that these superlots and associated facilities can be soid at
prices far greater than that which could be achieved by immediate sale as
a whole,

3.3.2. Businesses
Engineering
Since our appointment, the operations of Australian Aviation Engineering
Services have been maintained in order to seek a going concern saie of
the business, preserve the assets of Ansett prior to their realisation and to
facilitate the redelivery of aircraft owned by lessorsffinanciers. The
realisation of Ansetl's aircraft, engines and other engineering assets is
important in maximising the return to creditors of the Ansett Group.

While significant interest has been shown over the last six months in the
various businesses within Engineering (being Heavy Engineering, Engine
Shop and Components), at this stage a sale has not been achieved.
Because of this and reducing workload levels, it has become necessary to
reduce AAES staff levels to match current and anticipated workload.

AAES has maintained a core workforce of 99 employeés to continue the
current needs of the business (being the return of financed aircraft and
fulfilling third party contracts in engine overhaul and component repair),
supplemented with a variable contract workforce, engaged through a
labour hire company with which AAES has contracted..

Discussions are continuing with parties interested in the three businesses.
One party is interested in two of the businesses and is expected to
advance discussions shortly.

Flight Simulators
This business incorporates seven flight simulators and is continuing to
‘operate on a substantial cash positive basis with customers from a variety
of domestic and international airlines, including Qantas and Virgin. A
marketing plan for the sale of the business has been prepared and we are
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currently in discussions with a number of parties for the sale of the
business. - '

Kendeill
Foliowing the sale of business to AWL, there are further assets to be sold,

including aircraft, spares and rotables, which are expected to be realised
over the next two years. The four remaining Saab 340A aircraft were
jeased to AWL and are now in preparation for sale. The spares and
rotables in relation to the Metro 23 aircraft and the Saab 340 aircraft are
being sold to AWL under a separate agreement.

34. Aircraft
The aircraft are the most valuable assets remaining. It is an extremely difficult
environment In which fo sell the aircraft, as it severely depressed due 1o the effects
of 11 September 2001 on the world aviation market.

3.4.1. Ansett’s Fleet
Below is a summary of the number and type of aircraft previously used in

various Ansett airlines;

Airbus A320 2 12 6 20
Boeing B727-200F 1 1
Boeing B737-300 20 4 24
Boeing B747-400 2 2
Boeing B767-200 5 2 2 9
Bosing B767-300 4 4
BAe 146-200 5 2 7
BAg 146-200Q7T 2 2
BAe 146-300 11 11
Fokker FS0 4 5 9
Fokker F27-600 1 ' 1
Fokker F28 4 4
DC-3 1 1
DHC-6 4 4
Metro 23 7. 7
Saab 340A 7 1 8
Saab 340B - 8 8
CRJ-200ER- 12 12
Total Alrcraft in '

Ansett Fleet 51 9 a4 a0 134
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Sold or Leased to Date 249 | 5 (7 " nia (36)
Redelivered to Date wa na (16) (26) (42)
Alrcraft Yet to be .
Sold, Novated or 27 4 21 4 ) 56
Redelivered

As at the date of our appointment, the Ansett Group (excluding Hazeiton)
operated 134 aircraft. The fleet comprised many different aircraft types
and were located at airports throughout Australia and overseas. Only $1
aircraft were owned outright by the Ansett Group, with the balance being
subject to various complex financing arrangements or operating ieases.

Sale Process to Date

Activities to date have concentrated on the marketing and sale of owned
aircraft and those financed aircraft in which the Ansett Group is expected to
have equity. Concurrently, Ansett has focussed on the orderly return of
aircraft subject to operating leases that have been disclaimed, or which
were financed and in which Ansett does not have any equity. The sale or
return of aircraft is a complicated process due to maintenance and
regulatory issues. However 78 aircraft have been sold, leased or
redelivered to date.

The realisation strategy varies by type of aircraft and by financier, some of
whom have appointed external remarketing agents. However the process
is targeted to achieve a sale of each aircraft at a realistic market price. To
date the following activities have occurred:

o All aircraft have been listed in specialist trade journals and web-sites —
Speednews, Airfax, Back Aviation Solutions, Planemart and Boeing and
Airbus Aircraft Trading. The Ansett web site also includes the fleet
listing and relevant contact detalils.

e Aircraft specific information has been provided to current and potential
operators of types and all have been pursued to gauge the interest. -

) Fﬁrther enquiries are followed up with the supply of detailed technical
information (eg engine disk sheets, AD/SB status).

Interested parties are then invited to conduct a technical evaluation
inspection of the aircraft and related records. -

The Ansett Fieet Trading' Team has co-ordinated numerous physical
inspecl_ions of aircraft and records within Australia at Melbourne, Sydney,

KordaMentha
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Brisbane and Townsviile and in New Zealand at Auckland, Blenheim and
Christchurch,

The initial emphasis on the outright sale of aircraft has been expanded as a
result of many enquiries and potential placements stating a preference for
leasing. Current marketing activities include discussions of longer-term
leases {4-5 years) which are expected to facilitate the ultimate sale of the
aircraft to leasing companies or Investors.

This expansion in the marketing efforts has widened the range of potential
purchasers. However, it has emphasised the preference amongst lessors
for obtaining narrow-bodied Airbus and Boeing products.

Alternative strategies are also being considered to enhance the realisation
prospects for certain aircraft types (B767-200, BAe 146-200/300), including
conversion to other configurations (eg VIP/executive charter, Cargo or
Quick Changs, or military). Potential users of converted aircraft are being
contacted, as are interested parties who have the capability to undertake
such conversions, including Australian Aviation Engineering Services.
Joint venture participation in a cargo conversion to maximise realisable
value from the assets is being evaluated in conjunction with some
investors. :

Not alt marketing activity for the aircraft is being conducted by the
dedicated Ansett Fleet Trading Team. Receivers appointed by some
financiers have engaged external remarketing agents over nine aircraft in
which Ansett expects to have equity. Financiers of four other aircraft have
retained an overseas airline to manage and remarket their aircraft.
Financiers of seven other aircraft have appointed both extsrnal agents and
the Ansett Fieet Trading Team to jointly market the aircraft, based on
exclusive gsographical areas. The Ansett Fleet Trading Team is working
co-operatively with each remarketing agent to ensure that enquiries are
appropriately foliowed up in a timely manner.

The Ansett Fleet Trading Team has also received numerous unacceptably

low offers, which have been rejected. Some of these have been at 10% of

valuation. Such offers have been made in the mistaken belief that Ansett is

conducting a “throw-away sale” and that the aircraft are no longer being

" supported, or are in a poor condition. It is our continued intention to
maximise the price achieved from the realisation of the aircraft fieet.

AAES continues to perform necessary idle maintenance and storage
requirements on the Ansett aircraft and a dedicated team is progressing
with the preparation of the aircraft records for sale. AAES is also available
o contract with third parties to perform engineering checks or aircraft
reconfigurations, prior to aircraft being sold or redelivered.
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3.4.3. Future Sale Process
The proceeds from the sale of aircraft and realisation of equity are
estimated to be $150m to $200m. The aircraft available for sale that are
owned or have substantial equity are as follows:

Alrbus A320 ] . 2 - 30
Boeing B737-300 11 49
Boeing B767-200 ' 7 43
BAe 146-200 4 15
BAs 146-200QT 2 3
BAe 146-300 ' 1 17
Fokker F50 4 25
Fokker F27-800 1 -
' DGC-3 1 .
' Total 43 182
Airbus A320

The overall market for Airbus aircraft has been greatly influenced by the
manufaciurer providing attractive purchase, support and financing
packages for aircraft to prospective purchasers. This reduced pricing
reflects the continuing intense competition between Bosing and Airbus.
However, it also specifically impacts the market for older aircraft (including
Ansett's), as newer generation aircraft are now available at greatly
discounted prices than compared to previously.

There are approximately 30 aircraft of this type currently listed on the major
aircraft web-sites, including Ansett's two aircraft. There has been limited,
possibly no, sales activity for this aircraft type in the past 12 months and
known market activity is limited to leasing transactions. Due to the
relatively targe number of currently available aircraft and significant price
. competition from similar aircraft types (including Boeing 737 aircraft, of

which Ansett operated 20), the lease rates being achieved are significantly
depressed when compared to pre-September 2001 levels.

The Ansett Flest Trading Team continues to offer these aircraft for outright
sale, or for lease, where the rate and term is considered sufficient to attract
a sale with the lease attached. We are not aware of any of the 12 ex-
Ansett A320 aircraft that have been redelivered to date being sold by the

ownersffinanciers.
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Boeing B737-300 :

" The market for Boeing B737-300 aircraft faces possibly even greater
pricing pressure from manufacturer packages as outlined above, and is
further influenced by the number of newer generation B737 models
available. In context, the Ansett fleet of aircraft is, on average, 14 years old.

There are approximately 49 Boeing B737-300 aircraft currently listed on the
major web sites, including 11 ex-Anseit aircraft. This number may greatly
increase as US Airways and United Airlines continue to be restructured.
We are only aware of four sales of this mode! within the past 12 months, at
sale prices that were very low. ' -

Receivers have been appointed over five of the remaining aircraft. The
receivers have appointed external parties to exclusively remarket the
aircraft on their behalf. The financiers of four other aircraft have also
appointed an external party to exclusively remarket their aircraft. The
remaining aircraft are being jointly remarketed by exiernal agents and the
Ansett Fleet Trading Team.

To date, a significant volume of enquiries have been received for these
aircraft. Three aircraft have been sold as operating aircraft, one sold for
parts and one is being prepared for a long-term lease.

Boeing B767-200 _
There are approximately 43 of this aircraft type on the market, including the
seven Ansett planes, However, 20 aircraft are of the “ER” and “EM"
variant, which are more attractive to potential purchasers than the Ansett
aircraft due to their extended range and additional features. Although there
are many current operators of this fleet type in the world, they are typically -
not increasing their flest given the current market environment. Further, it
is considered likely that significantly greater numbers of aircraft, and better
variants than Ansett's, will be piaced on the market as major users, such as

. Qantas, upgrade their fleet. Accordingly, the target market is primarily
’ second or third tier operators or new operators of this fleet type.

We are not aware of any sales of this aircraft specification worldwide in the
past 12 months. However the level of enquiries has greatly increased in
recent months. The Ansett Fleet Trading Team is exclusively remarketing
these aircraft and finalising a long-term lease for one aircraft (with an
option on a second) and negotiating the sale of the aircraft with the lease
attached. Given the average age of the Ansett aircraft Is approximately 18
years, they are reaching an age and possible valuation range where
conversion of the aircraft to cargo planes is considered to be a viable
alternative. We are exploring this possibllity.

BAe 146-200, BAe 146-200QT and BAe 146-300
Possible wing-corrosion with BAe 146 aircraft has been identified as an
issue. This is common to BAe 146 aircraft worldwide and each aircraft
must be individually assessed to determine the extent, if any, of the
corrosion. A program has been initiated to inspect all the Ansett aircraft,
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which may take a further 12 months. However, until this program is
complete, it impacts the ability to sell the aircraft. The results of the wing
inspections completed to date have been positive. A further issue
impacting the ability to realise the aircraft is confirmation of the status of the
Ansett aircraft on the engine manufacturer's maintenance program. This
issue has been tied up with certain outstanding issues involving Air New
Zealand. However, we expect the issue to be concluded shortly to enable
the realisation process for these aircraft to begin in earnest.

The market conditions for BAe 1486 aircraft remain very poor and there are
currently 15 BAe 146-200 aircraft on the market, inciuding Ansett's four,
and 17 BAe 146-300, including eleven from Anseit. This represents a
significant proportion of the overall number of aircraft manufactured.
Further, these aircraft are no longer in production. These types are also
facing significant competition from other aircraft types, including Fokker
F100s. Nearly 100 of these have been placed on the market as a result of
the recent restructure of US Airways and United Airlines. Given the
competing fleet size, future market prices are expected to be exiremely
depressed.

The aircraft are being exclusively remarketed by the Ansett Fleet Trading
Team. This process has been impacted by the possible wing-corrosion
and engine issues noted above. However, the sale of one BAe 146-300 is
currently being finalised with a European operator. Due to the relatively
quiet operating noise of these aircraft, they are ideal for use in areas with
noise restrictions. Europe Is considered to be a good market for these
aircraft. However the cost of converting the aircraft for use in Europe is
high and may affect the expected returns from the aircraft.

The two BAe 146-2000T (Quiet Trader) aircraft are cargo aircraft that have
attracted a very high level of interest. Discussions are significantly
advanced to sell both aircraft, subject to confirmation of the prospective
purchaser’s financing. Ansett is also continuing to explore the possibility of
converting some of the other aircraft to cargo planes, and discussions are
advancing with a number of parties to conduct the conversion, including the
Ansett engineering facilities, and for the ultimate sale of the converted
aircraft,

Fokker F50 _
A letter of intent for the sale of the four aircraft has been negotiated, but is
yet to be signed. The offer provides for the short-term lease of the aircraft,
followed by a purchase option which is expected to be exercised.

-Fokker F27-600
An offer has been received for the purchase of this aircraft and related
spares and is awaiting finalisation of some legal issues prior to settlement.
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3.4.4. Valuation of Aircraft

Following the appointment of the Initial Administrators, an external party
was engaged fo value the entire fleet of Ansett aircraft. Given the size and
extended geographical locations of the fleet at that time, the valuation
exercise took a number of months to complete. The valuation process was
greatly impacted by the events of 11 September 2001 and its
corresponding impact on the global aviation market, when alrcraft trading
activity was virtually at a standstil. We discounted those independent
values by 50% in our First Report and further in our Second Report to
reflect expected market conditions. However evidence to date indicates
that current market values still remain significantly below expectations and
we have further discounted values In this report.

were expected to follow a recovery curve consistent with previous market
crashes (eg following the Gulf War), however it was accepted that it would
take a number of years to achieve pre-September 2001 levels. Any
recovery however will be impacted by continued airline restructures and
additional aircraft coming onto the market. '

‘ An aircraft industry conference in April 2002 indicated that market values

35. Engines; Spares Rotables and Consumables; and AASS

3.5.1. Engines :

Global market condltions for engine sales remain poor and prices are
extremely depressed. Due to the large number of jet aircraft on the market
at present (in excess of 1,250), there is a corresponding surplus of engines
available for sale or lease. The spare engines currently available for sale
by Ansett are some of the most commen engine types, including CFM56-3
(for Boeing B737 aircraft) and CFM56-5A (for Airbus A320 aircraft). The
value of these engines has been impacted most by the current market
surplus., :

' Our activities to date have concentrated on relocating all financed engines

onto the aircraft to which they were originally supplied (and to which the
financlers’ security attaches). It is common industry practice for operating
airlines to swap engines amongst airframes to meet their operational
requirements. At the date of the collapse of the Ansett Group, many (if not
all) of the aircraft in the fleet did not have their originally supplied engines
on-wing.

This program required all aircraft to be physically located in the one place
to conduct the necessary engine swaps. Progress with the plan was
initially restricted as numerous aircraft were located in remote ports and
needed to be prepared for ferry to Melboumne. A shortage of suitably
skilled personnel and equipment in remote ports impacted the engine
change process. Also, the process was significantly affected by frequent
changes in the plan to meet financiers’ requirements, in particular, avoiding
the cost of double engine changes. As an example of the scale of activity

e
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required, more than 60 engine changes have been carried out to date on
the Boeing B737 fieet alone.

The engine change program is now largely complete and Ansett is
progressing with the redelivery of aircraft in which there is no expected
equity to financiers and lessors. Due to the number of Ansett-owned spare
engines that were on-wing of financed or leased aircraft, it was necessary
for the engine change process to be largely complete before commencing
the realisation process.

Throughout this process, the engine shop {a division of AAES) has been
fully occupied with the maintenance and repair of Ansett-owned and
financed engines. The engine shop will continue to carry out this work,
assisting with the aircraft redelivery process and enhancing the value of
engines and aircraft being sold. Several financiers are currently.
' negotiating to have engines overhauled in the engine shop.

During the course of the engine change program, it was discovered that
three CFM56-3 engines were subject to a double charge to financiers due
to a clerical oversight in the documentation of past transactions. We
worked closely with the relevant financiers in order to reach a commercial
settlement on this matter to minimise legal costs and litigation.

The engine types available for sale are as follows:

_E__rlgiﬁa Type ALF502 | CFM56-5A | CFM56-3 | CFME-BOA | Total
Alrcraft Type BAe 146 A320 B737 B767
Total Engines 93 9 8 20 130
Required on-wing 72 4 - 14 20
Spare engines 21 5 8 6 40
Sold/Under Negotiation (5) ~ {1} (L)) (10}
Available 16 5 7 2 30

Due to the number of Ansett-owned spare engines that were on-wing of
financed aircraft, or were required to facilitate the engine change process,
the start of the spare engine realisation process was delayed.

In relation to the B767 and BAe146 fleets, a project is continuing to
borescope and review all of the engines for each fleet type. The aim of this
project is to maximise the realisations from both the complete aircraft and
the spare engines by matching airframes with engines which have
appropriate hours and cycles. Once this project is complete, the spare
engines are expected to be realised over the next one to two years.

Notwithstanding, the following engine sales have taken place, or are under
negotiation:

o A CFM56-3 engine was leased to a customer while their engine was
undergoing an overhaul by AAES. This lease is now complete.

« One CFMS56-3 engine is currently leased to an operator in New
Zealand. :

e,
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o One CFM8-80A engine has been sold io an aircraft lessor for cash and
the core of an unserviceable engine, which is likely to be sold for parts.

e One ALF502 engine has been sold to an aircraft lessor in consideration
for cash and engine carcasses, which are likely to be sold for parts.

o Two ALF502 engines and one CFM6-80A are likely to be included as
spare engines in three separate aircraft sales deals that are currently
under negotiation.

« The sale of one CFM8-80A and one CFMS6-3 is currently under
negotiation (separate deals). '

In addition o the above activity, the Ansett Fleet Trading Team has
addressed a significant level of enquiries from engine ‘“parting”
organisations or brokers whose offers, in general, are significantly below
the market vaiue of the engines. it is our continued intention to maximise
the value being realised from the spare engines by conducting an orderly
sale process.

3.5.2. Spares Rotables and Consumables

Since the date of our appointment, spare parts (around 10 million) have
been consolidated from a multitude of locations to three: Melbourne, Los
Angeles and London. Concurrently with the spares consolidation program,
we have been marketing and selling aircraft spares both directly and
through AASS, a 100% wholly-owned Ansett Holdings business. We have
also ensured that Ansett spares are used by the Engineering division as
part of their ongoing fleet recovery and third party maintenance programs.

It is anticipated that an orderly sale which maximises the value of Ansett's
stock of spares may take two to five years and will return realisations to the
administration far in excess of that which may be achieved through a bulk
sale typical of the current market environment. The difference between the
‘ offers we have received to date for the purchase of all Ansett's spares and

the prices we are able to achieve through an orderly sale reflect a number
of tactors that are particular to the realisation of aircraft spares '

« The market value ascribed to spares often varies significantly from the
carrying value of spares in an airiine’s records. Spares may sit on the
shelf for a number of years before being urgently required for an aircraft
“heavy” check. Whilst the book value may be significantly diminished as
a result of depreciation, the market value may in fact exceed the
original purchase price. An orderly sals over time ensures that market
value is realised rather than the depreciated book value. '

 The majority of the value in a part lies with its airworthiness certification,
supported by detailed history. Where this information is not held,
realisation of parts is limited to bulk sales, where the realisatlons may
be as low as 5 cents in the dollar. As Ansett has existing records and
spare storage facllities, we are able to pursue an orderly sale process
and avoid bulk sale discounting.
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» Highest realisation values for spares are typically achieved when there
is an urgent need such as when an aircraft is unable to fly (known as
“AOG” or Aircraft on Ground). AASS has existing relationships and
industry networks which enables it to rapidly become aware of, and
respond to these opportunities.

We will monitor and re-assess the spares realisation strategy regularly and
will continue 1o take advantage of opportunities for packaged “bulk” sales of
spares where it is commercially prudent to do so.

3.53. AASS
As advised above, AASS is a wholly-owned subsidiary of Ansett Holdings,
specialising in spares distribution, inventory management and after-market
support. It is operated in the UK by Ansett Airlines Australia Limited and in
‘ the USA by Transpacific Enterprises Inc (“TPE”).

To date, sales through AASS have been restricted due to bankruptcy
proceedings commenced against TPE in the USA. TPE was placed into
US bankruptcy shortly after the Ansett Group entered into administration.
We have recently concluded protracted negotiations with TPE creditors and
have agreed, in principie, to a plan which witl remove TPE from bankruptcy.
The plan, once implemented, will realise significant proceeds.

Key elements of the plan are as follows:
« Finalise the removal of TPE from bankruptcy.

e Enter into agreement for the sale of the business of AASS - a
purchaser has been identified and discussions commenced.

o Resolve banking issues to improve equity position in the A320 aircraft.
A German bank is owed $32m by the USA operations, which can be
repaid once TPE is removed from bankruptcy. On the repayment of the
amount owing, the two A320 aircraft and three engines will be released

. from the charge held by the German bank and they will be

unencumbered, improving Ansett’s equity position.

It is anticipated that TPE's bankruptcy issues will be resolved shortly.
Since this agreement was reached, AASS sales have recovered rapidly.

.
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3.6. Costs of the Administration

1.6.1. Costs Incurred to Date and to Complete

Receipts from trading 371.2
Trading Expenditurs {258.0}

Employee Costs (94.7)

Property, Uiility and IT Costs - (78.6)

Fuel, Air Navigation and Landing Charges {53.6)

Administrators’ Fees (32.5}

Ajrcraft Leasing . {26.2}

Insurance - (20.4)

Legal Feses (15.6)

Future {90.2) (669.8)
Costs Incurred to Date and to Complete {298.6)

There are a number of ongoing expenses that are necessary in order to
maximise the realisations of the assets and finalise outstanding matters of
the administration. Costs to date are under budget.

Costs being incurred to maximise the realisation of assets include the
following:

e Trading expenditure relates mainly to the continuation of the mainline
business. However, costs continue to be incurred in relation to the
Engineering business, which provides maintenance to aircraft as they
are sold, leased or returned. The Engineering workforce has been
greatly reduced to match current and anficipated workload.

e The malority of the employee costs relate fo the mainline business.
These costs continue to reduce as the Ansett workforce reduces in
size. However, continuation of key Ansett employees, such as the
Ansett Fleet Trading Team and the debtors realisation team, is
necessary in order to realise assets in.the most effective manner.

o The IT infrastructure Is required fo provide aircraft maintenance
systems, finance and other information. However, expenditure on the
IT infrastructure has been greatly reduced, from $20m per month prior
to the administration to approximately $450,000 per month. This
amount is continually being reduced as assets are disposed and IT
requirements reduced.

o We have budgeted future costs, with the majority of the costs relating
to the maintenance of the aircraft. These costs are time dependent
and will vary if the timeframe is shortened or extended.
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3.6.2. Administrators’ Fees : _
Administrators’ fees to date have amounted to $32.5m, which are on
budget. These fees have been paid to the following firms:

o Andersen/Ernst & Young - $27.4m,

o KordaMentha- $2.9m;

e PricewaterhouseCoopers - $1.8m

o Other firms - $0.4m _
When considering these costs, creditors should take into account:

o The size of the administration, which in many respects s the biggest
~and most complex in Australian history;

o« We have so far have realised assets of more than $630m from a
potential $1b;

e We have taken every opportunity fo make savings. For example, $20m
per report has been saved by deciding not to post each report to
creditors.

« We have applied professional fee rates at significantly reduced
amounts, as agreed at the beginning of the administration. This is
shown by a comparison of the rates charged by the partners on other
large administrations, shown by the table below:

o ,
Current Ansett Rates $359 per hour
PricewaterhouseCoopers Initial Administrators Rates $420 per hour
Large Melbourne public company administration $450 per hour
Large accounting firm standard rate _ $550 per hour

3.7. Contingencies

Contingencies that could affect the retum to creditors, other than the realisation of
aircraft assets, are. '

+« Employee entitlementé' may increase up to $20m due to a number of emploYee
claims that have been and continue to be lodged with the Deed Administrators.

e Contingent assets of up to $26m may be realised, depending on successful
litigation with a number of debtors.

« Contingent liabilities of up to $47m may have to be paid.

« Pooling of companies may result in a reduction in funds to the Ansett Group of
up to $60m. ' :

The major issue that could affect the amount and timing of return to creditors is the
claim that shorifalls in the superannuation funds may be a priority creditor. This may

s
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result in a reduction in funds to the Ansett Group of up to $200m. This would mean
there would be no returns to employees for at least two years.

3.7.1. Employee Entitlements

Total employee entitlements of $735.8m compares to $720.0m in the
Second Report. However we have received notice of $69.9m of claims and
adjustments being sought by employees, including over 1,100 “requests for
review”, additiona! claims for pay in lieu of notice over 4-5 weeks, part-time
adjustment claims, and other various claims. The amounts involved in
these claims are considerable and verification of the claims is itself a
significant resource requirement. We have reduced the amount of
contingent claims to less that $20m through the efforts of our team.

3.7.2. Contingent Assets - : :
There are a number of contingent assets that we are currently pursuing.
They relate mainly fo the recovery of debtors and monies held in trust by
travel agents. The recovery of these amounts is largely dependent on the
success of litigation proceedings and, at this point, we are unable to
estimate the potential recoveries. : .

We have successfully settled with a travel agent in relation to monies held
in trust by travel agents. The settlement of $1.3m realised over 85% of the
amount held in trust. Admissions were also made, which will assist further
recovery actions against other travel agents.

In relation to the IATA set-off systems, we have made claims on 12 airlines
who owe Ansett money.

3.7.3. Contingent Liabilities
In the Second Report, we noted contingencies of $59m in relation to
expenses, such as group tax and payroli tax. Our estimates have
decreased to $47m and we Intend to shortly enter into discussions with the
relevant parties to address these issuses. :

3.7.4. Pooling :
The above estimated return to creditors has been calculated on a
consolidated basis on the assumption that when the creditors are asked to
vote on whether to poo! the assets and liabilities of the Ansett Group, that
they will vote in favour of it. _

| ' However, If some companies do not vote in favour of pooling, this may
affect the amount available for distribution. Specifically: '

« If the creditors of a company vote against pooling the assets and
liabilities of that company with the assets and liabilities of the Ansett
Group, and that company has assets available for distribution, then this
will reduce the amount available in the consolidated position. There
are up to eight companies that may cause a reduction in the amount
available to creditors on a consolidation basis if they do not vote in
favour of pooling. The reduction in the pool could be up to $60m.
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e The consolidated basis has been calcuiated without allocating the
distribution of the $150m received from Air New Zealand pursuant 1o
the MOU on a company by company basis. If it was determined that a
company was entitled fo a portion of the $150m and that company was
not in the Ansett pool, then this may reduce the amount available to
employees on a consolidated basis.

3.7.5. Superannuation Shortfall Funding
The Trustees of the Ansett Ground Staff Superannuation Plan (“the Ground
Staff Plan”) have taken action in the Supreme Court seeking the Courl’s
determination of three key issues, namely: '

+ Have employees been retrenched within the meaning of the deed of the

Ground Staff Plan;
| ¢ s Ansett liable to pay any shortfall to the Ground Staff Plan; and
. If Ansett is, would those paymehts be a priority paymient if the Ansett

Group is fiquidated.

The Supreme Court proceeding commenced on 16 July 2002 and was
heard before Justice Warren, concluding on 28 August 2002, At