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elstra

22 February 2002
Office of the Company Secretary

Level 41

242 Exhibition Street
MELBOURNE ViC 3000
AUSTRALIA

The Manager Telephone 03 9634 6400
Company Announcements Office Facsimile 03 9632 3215

Australian Stock Exchange
10th Floor, 20 Bond Street
SYDNEY NSW 2000

ELECTRONIC LODGEMENT

Dear Sir or Madam
Re: Telstra announces US$500 million borrowing

In accordance with the Listing Rules I enclose an announcement for release to the
market.

Yours sincerely

/Ms ek

Douglas Gration
Company Secretary

Telstra Corporation Limited
ACN 051 775 556
ABN 33 051 775 556
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22 February 2002 ':els tra

Telstra announces US$500 million borrowing

Telstra today announced plans to raise up to US$500 million of long-term funds, in
the second half of March, through a Global Bond under its US Shelf Listing.

The funds will principally be used to refinance maturing debt and reduce the level of
short-term debt which will further strengthen Telstra’s sound financial position.

The borrowing will take advantage of the attractive US rates currently available. A
10-year maturity is proposed and the funds will be swapped into Australian dollars
(AUD) at drawdown through to maturity.

Telstra is in discussion with a small group of proposed underwriters regarding the
terms and conditions of the bond issue and an announcement may be expected early
next week.

The debt road show will take place in late March, following Telstra’s presentations of
its interim financial results scheduled for release on 6 March, 2002.

Telstra Chief Financial Officer and Group Managing Director, Finance &
Administration, Mr David Moffatt, will lead presentations to investors in the United
States, UK, Europe and Asia.

Mr Moffatt said he looked forward to the opportunity to meet debt investors and
further strengthen Telstra’s presence, particularly in the United States.

In addition to the face-to-face meetings with selected investors, electronic
presentations are planned for the major financial centres of Hong Kong, Singapore and
Japan.

This borrowing will be Telstra’s first debt raising in the United States since its
US$300m 144A issue in mid 1993. With the volume of new USS$ issues in the United
States substantially down on last year, demand is strong for highly rated corporates.

Telstra’s long-term ratings are currently Aa3 Moody’s, AA- Standard and Poor’s and
AA- by Fitch. All ratings are on stable outlook.

Media enquiries:

Jane Sullivan

Group Manager, Public Affairs, Finance & Administration
Tel: (03) 9634 3701.
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22 February 2002

The Manager

Company Announcements Office
Australian Stock Exchange

10th Floor, 20 Bond Street
SYDNEY NSW 2000

ELECTRONIC LODGEMENT

Dear Sir or Madam

elstra

Office of the Company Secretary

Level 41

242 Exhibition Street
MELBOURNE VIC 3000
AUSTRALIA

Telephone 03 9634 6400
Facsimile 03 9632 3215

Re: Result of Telstra Corporation Limited 2001 Annual General Meeting of

Securityholders

In accordance with the Listing Rules I enclose an announcement for release to the

market.

There was a typographical error in the table showing the results of the votes cast at
the Telstra 2001 AGM as sent to the ASX on 16 November 2001. The figure in the
Total column for Mr D McGauchie was incorrectly stated. This has now been
corrected. The error does not affect the outcome of the poll.

Yours sincerely

/ o~ U Fek

Douglas Gration
Company Secretary
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Telstra Corporation Limited
ACN 051 775 556
ABN 33 051 775 556
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5 March 2002

The Manager

Company Announcements Office
Australian Stock Exchange

10th Floor, 20 Bond Street
SYDNEY NSW 2000

ELECTRONIC LODGEMENT

Dear Sir or Madam

elstra

Office of the Company Secretary

Level 41

242 Exhibition Street
MELBOURNE VIC 3000
AUSTRALIA

Telephone 03 9634 6400
Facsimile 03 9632 3215

Re: Telstra to package FOXTEL with phone and Internet

In accordance with the listing rules I enclose an announcement for release to the

market.

Yours sincerely

/M~ ek

Douglas Gration
Company Secretary
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Telstra Corporation Limited
ACN 051 775 556
ABN 33 051 775 556




welstra

5 March 2002

Telstra to package FOXTEL with phone and Internet.

Telstra and FOXTEL today announced an agreement that will enable customers to bundle
FOXTEL’s subscription TV with telephone and Internet services on a single Telstra bill.

The agreement, announced today by the Chief Executives of Telstra and FOXTEL means:

o Telstra will be able to resell FOXTEL’s subscription TV service together with Telstra’s
telephony and Internet services.

e Telstra will have the right to set the retail price and offer discounts on any service packages
which include FOXTEL’s subscription TV service.

Telstra CEO, Ziggy Switkowski said: “The agreement allows customers more choice, its gives
Telstra new competitive products to offer and FOXTEL an opportunity to grow its subscribers.

“The bundling of telephone, Internet and subscription TV services on a single customer-
convenient bill will allow Telstra to discount prices and reward customer loyalty.

“This resale agreement with FOXTEL enables Telstra to compete directly against similar
products available in the market, something that can only benefit consumers,” Dr Switkowski
said.

Dr Switkowski said customer offerings arising out of these new arrangements between Telstra
and FOXTEL will be available to Telstra customers in the coming months.

FOXTEL CEO, Kim Williams said: “The Telstra agreement will give fresh impetus to FOXTEL
and assist growth of our subscriber base.

“The packages offered by Telstra and the ability for customers to buy their FOXTEL service as
part of a total communications package will be very attractive”.

FOXTEL is jointly owned by Telstra (50%), News Corporation (25%) and PBL (25%).
FOXTEL and Optus have also today announced that they have entered into a binding Heads of

Agreement for Optus to resell FOXTEL subscription television channels on the Optus Television
cable network. A copy of the joint media release is attached.

Felgivg Carpuareditr Limi e
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Optus/FOXTEL Joint Media Release

OPTUS and FOXTEL enter into agreement for Optus to resell
FOXTEL subscription television channels

5 March 2002

FOXTEL and Optus today announced that they have entered into a binding Heads of Agreement for
Optus to resell FOXTEL subscription television channels on the Optus Television cable network.

Under the agreement, FOXTEL will assume Optus’ financial obligations under its movie and other
content arrangements. Subject to the consent of content providers, FOXTEL will also supply some
Optus content over the FOXTEL platforms.

The FOXTEL service to be received by Optus customers will commence on 1 November 2002 and
run until 2010. In addition, from 1 April 2002 until 1 November 2002, FOXTEL has agreed to
supply two quality sports programming channels to Optus, to be known as Optus Sports 1 and 2.

Concurrently, Optus will lease to FOXTEL a substantial volume of capacity on the Optus C1
satellite which is scheduled to launch in late 2002.

Both parties said that the arrangements would stimulate the Australian subscription television sector,
and give more Australian consumers access to competitive premium programming choices.

Optus Chief Executive, Chris Anderson, said the agreements would significantly strengthen Optus’
bundled telephony and subscription television offering.

“Optus will benefit from more appealing subscription television content — particularly movies and
sport - to bundle with our telephony and internet products to provide even more vigorous
competition in local telephony and broadband services.

“Subscription television costs have long been an uneconomic burden for Optus — in many ways
hindering its development in the roll-out of local telephony and other new services. The
implementation of this deal will remove that burden and give us a much stronger foundation for
growth,” Mr Anderson said.

FOXTEL’s Chief Executive, Kim Williams, said: “We are delighted to be able to expand
distribution of our FOXTEL channels through Optus. These arrangements will give more
Australians more choices about how to receive FOXTEL and will lead to greater competition in
subscription television and telephony.”

The binding Heads of Agreement is conditional on a number of matters including the ACCC not
intervening in the transaction and various consents of content providers. The new service
arrangements will come into effect if all necessary conditions are satisfied.

ends
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5 March 2002

The Manager

Company Announcements Office
Australian Stock Exchange

10th Floor, 20 Bond Street
SYDNEY NSW 2000

ELECTRONIC LODGEMENT

Dear Sir or Madam

elstra

Office of the Company Secretary

Level 41

242 Exhibition Street
MELBOURNE VIC 3000
AUSTRALIA

Telephone 03 9634 6400
Facsimile 03 9632 3215

Re: Notice of change in interests of substantial holder

In accordance with the Corporations Act I enclose an announcement for release to the

market.

Yours sincerely

/M« ek

Douglas Gration
Company Secretary
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Telstra Corporation Limited
ACN 051 775 556
ABN 33 051 775 556




604 GUIDE 1/1 13 March 2000

Form 604

Corporations Act 2001
Section 671B

Notice of change in interests of substantial holder

To Company Name/Scheme Solution 6 Holdings Limited

ACN/ARSN 003 264 006

1. Details of substantial holder®

Name Telstra Corporation Limited gives this notice of a change in relevant interests on its own behalf and on behalf of its
subsidiaries set out in Annexure "A"
ACN/ARSN (if applicable) 051 775 556

There was a change in the interests of the substantial holder on 4/3/2002.
The previous notice was given to the company on 1/3/2001.
The previous notice was dated 1/3/2001.

2. Previous and present voting power

The total number of votes attached to all the voting shares in the company or voting interests in the scheme that the substantial holder or an associate® had
a relevant interest® in when last required, and when now required, to give a substantial holding notice to the company or scheme, are as follows:

Class of securities® Previous notice Present notice
Person's votes Voting power® Person's votes Voting power®
Ordinary Shares 33,056,442 19.99 33,056,442 16.66

3. Changes in relevant interests

Particulars of each change in, or change in the nature of, a relevant interest of the substantial holder or an associate in voting securities of the company or
scheme, since the substantial holder was last required to give a substantial holding notice to the company or scheme are as follows:

Date of Person whose Nature of change® Consideration givenin | Class and number of Person's votes

change | relevantinterest relation to change® securities affected affected
changed

Various | Telstra CB.com Various recent issues of shares by No consideration to 30,456,442 Telstra CB.com
Limited Solution 6 Holdings Limited Telstra Ordinary Shares Limited
(ACN 089 249 669) ‘

Various | Telstra Corporation | Various recentissues of shares by No consideration to 2,600,000 Telstra
Limited Solution 6 Holdings Limited Telstra Ordinary Shares Corporation
(ACN 051 775 556) Limited

4. Present relevant interests
Particulars of each relevant interest of the substantial holder in voting securifies after the change are as follows:

Holder of relevant Registered holder of Person entitled to be Nature of relevant Class and Person's votes
interest securities registered as holder®) interest® number of

securities
Telstra CB.com Telstra CB.com Limited | Telstra CB.com Limited Legal and beneficial 30,456,442 30,456,442
Limited owner Ordinary
(ACN 089 249 669) Shares
Telstra Corporation Telstra Corporation Telstra Corporation Limited Legal and beneficial 2,600,000 2,600,000
Limited Limited owner Ordinary
(ACN 051 775 556) Shares

5. Changes in association

The persons who have become associates® of, ceased to be associates of, or have changed the nature of their association® with, the substantial holder in
relation to voting interests in the company or scheme are as follows:

Name and ACN/ARSN {(if applicable) Nature of association
NIL NIL
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6. Addresses
The addresses of persons named in this form are as follows:

Name Address
Telstra Corporation Limited Level 41, 242 Exhibition Street, Melbourne, VIC, 3000
Telstra CB.com Limited Level 4, 400 George Street, Sydney, NSW, 2000
Solution 6 Holdings Limited Level 21, 456 Kent Street, Sydney, NSW, 2000
Signature
printname DOUGLAS GRATION capacity _Company Secretary
sign here date  05/03/2002

/M - éwwd‘./‘-«—«.

DIRECTIONS

() If there are a number of substantial holders with similar or related relevant interests (eg a corporation and its related corporations, or the manager and trustee of an
equity trust), the names could be included in an annexure to the form. If the relevant interests of a group of persons are essentially similar, they may be referred to
throughout the form as a specifically named group if the membership of each group, with the names and addresses of members is clearly set out in paragraph 6 of the
form.

(2) See the definition of "associate" in section 9 of the Corporations Act 2001,

) See the definition of "relevant interest" in sections 608 and 671B(7) of the Comporations Act 2001.
{4} The voting shares of a company constitute one class unless divided into separate classes.

©) The person's votes divided by the total votes in the body corporate or scheme multiplied by 100.
6} Include details of:

(a) any relevant agreement or other circumstances because of which the change in relevant interest occurred. If subsection 671B(4) applies, a
copy of any document setting out the terms of any relevant agreement, and a statement by the person giving full and accurate details of any
contract, scheme or arrangement, must accompany this form, together with a written statement certifying this contract, scheme or
arrangement; and

()] any qualification of the power of a person to exercise, contro! the exercise of, or influence the exercise of, the voting powers or disposal of the
securities to which the relevant interest relates (indicating clearly the particular securities to which the qualification applies).

See the definition of "relevant agreement” in section 9 of the Corporations Act 2001.

() Details of the consideration must include any and all benefits, money and other, that any person from whom a relevant interest was acguired has, or may, become
entitled to receive in relation to that acquisition. Details must be included even if the benefit is conditional on the happening or not of a contingency. Details must be
included of any benefit paid on behalf of the substantial holder or its associate in relation to the acquisitions, even if they are not paid directly to the person from whom
the relevant interest was acquired.

) If the substantial holder is unable to determine the identity of the person (eg if the relevant interest arises because of an option) write "unknown".

©) Give details, if appropriate, of the present assaciation and any change in that assaciation since the last substantia! holding notice.
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ANNEXURE A

This is the annexure of 7 pages marked “A” and referred to in the form 604 signed by
me and dated 5 March 2002.

/ M\ fw«{'\.

Douglas Gration Date: 5 March 2002.
Company Secretary
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Country of

Name of entity % interest
. Entity type Incorp/

{* = dormant) immed. parent P ton
Telstra Corporation Limited (TCL) Parent entity Australia
Corporate Support Grouy
Telecommunications Equipment Finance Pty Ltd |Telstra controlled entity - Australia
Telstra Finance Limited Telstra controlled entity 1000 Australia
Telstra Corporate Services Pty Ltd Telstra controlled entity 100.0| Australia
Transport Communications Australia Pty Ltd Telstra controiled entity. 100.0{ Australia
Telstra ESOP Trustee Pty Ltd Telstra controlled entity| 1000 Australia

Telstra Employee Share Ownership Plan Trust

Non-Controiled Trust

Telstra Employee Share Ownership Plan If Trust

Non-Controlled Trust

Telstra Growthshare Pty Ltd

Telstra controlled entity,

Telstra Growthshare Trust

Non-Controlled Trust

Telstra Super Pty Ltd

Telstra associated entity

" Austraifa”
“Australia”
“Australia”

"Au

Australia

* Telstra Super Financial Planning Pty Ltd

Telstra associated entity|

Telstra Superannuation Scheme

Telstra Super Investment Trust

Non-Controlled Trust |

Australia
Australia

Australia

Page1of7
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Telstra OnAir - Group .

Telstra OnAir Holdings Pty Ltd Telstra controtled entity 100.0| Australia
* Telstra OnAir Infrastructure Holdings Pty Ltd |Telstra controlled entity 1000 Australia
¢ Telstra 3G Spectrum Holdings Pty Ltd Telstra controlled entity 1000 Australia




Country of

Name of entity % interest

. Entity type Incorp /

{* = dormant) immed. parent P Hon
International - Group
Telstra International Limited Telstra controlled entity 100.0| Australia
Telstra Holdings Pty Ltd Telstra controlled entity 100.0] Australia
« Tellium, Inc Telstra investment - USA
« Gemini Israet II1 L.P. Telstra investment 347 USA
* DataOne Corporatmf\'l"té Led Telstra joint venture 200 Singapore

entity
« New Skies Satellites, N.V. Telstra investment 0.81 | Netherlands
« INTEC Communications Inc. | Telstra investment | Teds|T Japan
* Telstra Holdings (Bermuda) No 2 Limited Telstra controlled entity 100.0| Bermuda
** Joint Venture (Bermuda) No. 2 Limited Telstra controlied entity 60.0( Bermuda
¢+« RWC, HK Limited (17 August 2001) Telstra controlled entity 1000/ Hong Kong
* » « Bestclass Holdings Ltd Telstra controlled entity 100.0 BVI
¢+ » Hong Kong CSL Ltd Telstra controlled entity 100.0| Hong Kong
eeese [ntegrated Business Systems Ltd Telstra controlled entity 100.0{ Hong Kong
* e+ es OnelFree Personalcom Ltd Telstra controlled entity 100.0| Hong Kong
<3V CEL Limited Telstra controlled entity 100.0] Hong Kong
» Telstra Holdings {Bermuda) No 1 Limited Telstra controlled entity. 100.0{ Bermuda
*» Reach Limited Telstra joint venture 500{ Bermuda
entity

++ Australian - Japan Cable Holdings Limited  [Telstra associated entity| 309| Bermuda
* Telstra Japan Retail K.K. Telstra controlled entity]  1000[ Japan
* Telstra International HK Limited Telstra controlled entity| 100.0| Hong Kong

‘014"age20f7




Country of

Name of entity % interest
Entity type Incorp/
.
(* = dormant) immed. parent f ton
* Telstra IDC Holdings Limited Telstra controlled entity| 1000 | Bermuda
*« IDC Limited Telstra joint venture 500 Bermuda
entity
* Telstra India Private Limited Telstra controlled entity’ 100.0 India
* Telstra Wholesale Inc. Telstra controlled entity| 100.0 USA
** Dynegy Connect L.P. Telstra joint venture 200 USA
entity
* Mobitel (Pvt) Limited Telstra controlled entity| 600| " Sri Lanka
* TelstraClear Limited Telstra controlled entity "58.43 | New Zealan
** independent Newspapers Limited Telstra investment - | New Zealand
+ ¢ CityLink Limited Telstra associated entity| 127 | New Zealand
*+ [P3 Systems Ltd Telstra investment 0.5 | Australia
» Saturn Communications Limited Telstra controlled entity 100,00 | New Zealand
+« Paradise Net Limited Telstra controiled entity 100,00 | New Zealand
«+ TNAS Limited Telstra joint venture 25.00 | New Zealand
entity
«» Kiwi Cable Company Limited Telstra controlled entity 100.00 | New Zealand
«* Netlink Limited Telstra controlled entity 100.00 [ New Zealand
« * TelstraSaturn Holdings Limited Telstra controlled entity 100.00 | New Zealand
«» ¢ Clear Communications Limited Telstra controlled entity 100.00 [ New Zealand
«» ¢+ CLEAR Communications (Australia) Pty Telstra controlled entity 100.00 | Australia
Limited
¢+ s e ZFREE Limited (12 December 2001) Telstra controlled entity 100.00 | New Zealand
esee ZTALK Limited Telstra controlled entity 100.00 [ New Zealand
«+¢o CityLink Limited Telstra associated entity 25.9 | New Zealand
«+es TNAS Limited Telstra joint venture 25.0 | New Zealand
entity
* Telstra Limited Telstra controlled entity 100.0 | New Zealand
« Telstra New Zealand Limited Telstra controlled entity 100.0 | New Zealand
« Telstra Global Limited Telstra controlled entity 1000 United
Kingdom
*» Xantic B.V. Telstra joint venture 350 The
entity Netherlands
+* PT Telstra Nusantara Telstra controlled entity 100.0| Indonesia
<+ PT Mitra Global Telekomunikasi Indonesia  |Telstra associated entity, 2037 | Indonesia
«» Telstra Europe Limited Telstra controlled entity! 1000 United
Kingdom
«» Telstra Inc. Telstra controlled entity, 1000 UsA
« »+ Telstra Wholesale Trading Inc. Reach controlled entity 100.0 USA
« Telstra Vishesh Communications Private Telstra controlled entity 47.1 India
Limited
* Telstra South Asia Holdings Limited (in Telstra controlled entity 100.0| Mauritius
liquidation)
+ Satel - 10ss of control August 1997 (in Telstra investment 400} Kazakhstan’
liquidation)
+'{€O Global Communications (Holdings) Ltd Telstra investment 0.1254 | Wilmington,
Delaware,
USA
(Previously
Bermuda;
Cayman
Islands)
Telstra Communications Limited Telstra controlled entity 100.0| Australia

000015
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Country of

Name of entity % interest
(* = dormant) Entity type immed. parent f]mm?/

'ormation

* Telecom Austratia (Saudi) Company Limited  |Telstra controlled entity 50.0 | Saudi Arabia

(in liquidation)

* TAI Olex Group Joint Venture Telstra joint venture 500 Pakistan

operation
Intelsat, Ltd Telstra investment 171 USA

000016
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Infrastructure Services

IT Skills Hub Pty Ltd Telstra investment 588 Australia

Telstra New Wave Pty Ltd Telstra controlled entity| 1000( Australia

grapeVINE Technologies Ltd Telstra investment 83| Australia

Network Design and Construction Limited Telstra controtled entity| 1000 Australia

* NDC Global Holdings Pty Ltd Telstra controlled entity 1000 Australia

*+ NDC New Zealand Limited Telstra controlled entity 100.0 | New Zealand

*+ NDC Telecommunications India Private Ltd | Telstra controiled éntity 100.0 “India

*+ PT NDC Indonesia Telstra controlled entity 95.0| Indonesia

«» NDC Global Philippines, Inc Telstra controlled entity 100.0| Philippines

«» NDC Global Services (Thailand) Limited Telstra controiled entity 49.0| Thailand

* NDC Global Services Pty Ltd Telstra controlled entity 100.0| Australia

Telstra Retarl Group

Infonet Services Corporation Telstra investment 53% Usa

Voting int.
12.5%

Telstra Rewards Pty Ltd Telstra controlled entity 100.0{ " "Australia -

* Telstra Visa Card Trust Teistra controlled entity 1000|  Australia

¢ Qantas Telstra Card Trust Telstra controlled entity 100.0| Austratia

* Telstra Visa Business Card Trust Telstra controlled entity, 1000{ Australia

Stellar Call Centres Pty Ltd Telstra joint venture 500 Australia
entity

Commander Communications Limited Telstra investment 1658} Australia

Investment 2000 Pty Ltd (in liquidation) Telstra joint venture 250| Australia
entity

On Australia Pty Ltd Telstra controlled entity| 100.0| Australia

Telstra Media Pty Ltd (FOXTEL) Telstra controlled entity| 100.0| Australia

» Customer Services Pty Ltd Telstra joint venture 50.0| Australia
entity

* FOXTEL Management Pty Ltd Telstra joint venture 50.0( Australia
entity

* FOXTEL Cable Television Pty Ltd Telstra joint venture 80.0| Australia
entity

+ FOXTEL Television Partnership - Telstra joint venture '50.0| " Australia”
entity

* FOXTEL Partnership Telstra joint venture 50.0| Australia
entity

Telstra Multimedia Pty Ltd Telstra controlled entity 100.0 | Australia

Telstra Media Holdings Pty Ltd Telstra controlled entity 1000 | Australia

* Telstra Enterprise Services Pty Limited Telstra controtled entity 100.0| Australia

* Telstra Datacasting Pty Limited Telstra controlled entity 100.0| Australia

* IBM Global Services Australia Limited Telstra associated entity| 22.6| Australia

* Integrated Superannuation Pty Ltd Telstra investment 33.3| Australia

Telstra CB Holdings Limited Telstra controlled entity 100.0| Australia

* Telstra CB.net Limited Telstra controlled entity 100.0| Australia

++ Myinternet Ltd Telstra associated entity| 2112 Australia

» Telstra CB.fs Limited Telstra controlled entity 100.0} Australia

»+ Keycorp Limited Telstra controlled entity 47.86) Australia




Country of

ey BTOP |ntd paen| PP
++ ¢ [nvestment Funding Pty Ltd Telstra controlled entity 100.00| Australia
< * « California Plasticard, Inc Telstra investment 10.00 Usa
« ¢ ¢ Colorado Plasticard, Inc Telstra investment 10.00 UsA
«» « Budbade Pty Limited Telstra controlled entity 100.00]  Australia
*»+ Keycorp USA Limited Telstra controiled entity 100.00 USA
e «» Tillsmith Systems, INC Telstra controlled entity| 100.00 USA
* ¢+ Keytec Pty Limited Telstra controlled entity 100.00| Australia
*+ ¢ Keytec (No.2) Pty Limited Telstra controlled entity 10000| Australia
* ¢ ¢ Sparad (No.31) Pty Limited Telstra controlled entity: 100001 Australia”
»* + Electronic Financial Technologies Pty Telstra controlled entity 10000| Australia
Limited
»«« KYC Pty Limited Telstra controtled entity| 7300| Australia
*«*s Camtech R & D Pty Limited Telstra controlled entity 7710000 Australia
¢+ Technical Parts & Services Pty Limited Telstra controlled entity 10000 Australia
* ¢ » Keycorp Solutions Limited Telstra controlled entity 10000 Austealia
¢ ¢+ Keycorp Investments Pty Limited Telstra controlled entity 10000 | Australia
* e+« Nobil [T (NZ) Limited Telstra controlled entity 100.00 | New Zealand
* ¢ »« Keycorp Systems Limited Telstra controlled entity 100.00 United”

Kingdom

*+++ E-Point Pty Limited Telstra controlled entity 100.00| Australia
+»»+ Keycorp Technologies Pty Limited Telstra controlled entity 10000} Australia
* o+ Nobil LT. Australia Pty Limited Telstra controlled entity 10000 Australia
«»+¢ Keycorp (Asia) Pty Limited Telstra controlled entity 100.00} Hong Kong
+ » ¢ Tillsmith Systems Inc. Telstra controlled entity 10000 Canada
« = Keycorp (NZ) Limited Telstra contrailed entity 100.00 | New Zeaiand
oo+ Keycorp (NZ) Finance Limited Telstra controlled entity 100.00 | New Zealand
¢+ e IDL (NZ) Limited Telstra controlled entity 100.00 | New Zealand
« s+ Nobil [T Canada Corporation Telstra controlled entity 10000 Canada
*» « Keytec Nominees Pty Limited Telstra controlled entity 100.00| Australia
** Myprice Pty Ltd Telstra investment 50| Australia
** InsNet Pty Ltd Telstra controlled entity 1000 | Australia
+» * Keypoint Insurance Systems Pty Ltd Telstra investment 49.0{ Australia
++» Australasian [nsurance Systems Pty Ltd Telstra controlled entity 1000 Australia
+» ¢ TRC Computer Systems Pty Ltd Telstra controlled entity! 10007 Australia
+*+ DBA Limited Telstra controlled entity| 1000 Australia
++* Brokerlink Pty Ltd Telstra controlled entity, 813 Australia
+ ¢+ DBA Computer Systems Pty Ltd Telstra controlled entity! 10001 Australia
<+« Unilink Group Pty Ltd Telstra controlled entity| 100.0| Australia
v+ << Brokerlink Pty Ltd Telstra controlled entity 187|" Australia
* Telstra CB.Com Limited Telstra controlled entity 1000|  Australia
*» Solution 6 Holdings Limited Telstra associated entity| 19091 Australia
ECard Pty Ltd Telstra associated entity| 41.0{ Australia
Australis Media Limited (in liquidation) Telstra tnvestment 238 Australia
Pacific Access Pty Ltd Telstra controlled entity 1000| Australia
* Telstra Retail Pty Ltd Telstra controlled entity 1000| Australia
* Telstra Retail Services Pty Ltd Telstra controlled entity 100.0| " Austraiia

000017
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Country of

Name of entity % interest
(=d Entity type 4. parent f]ncor:‘{n
¢« WorldCorp Holdings (S) Pte Ltd Telstra controlled entity 100.0| Singapore
* ¢« WorldCorp Publishing Pte Ltd Telstra controlled entity 1000 Singapore
Telstra controlled entity 1000| Australia

* Pacific Access Enterprises Pty Ltd

0000138




Name of entity Entity.type % interest C;::::/o{
. .
{* = dormant) immed, parent P Hon
Supplementary Information - Joint Venture Structures
FOXTEL
« FOXTEL Partnership ra joint venture ustralia
entity

¢+ UK TV Joint Venture Foxtel joint venture 60.0] Australia
entity

*» UKTV Pty Ltd Foxtel joint venture 60.0( Australia
entity

*» Comedy Channel joint Venture Foxtel joint venture 80.0 Australia
entity

«* The Racing Channel Cable-TV Foxtel controlled entity 100.0| Australia

Pty Ltd

«+ MultiChannel Network Pty Ltd Foxtel Investment 1000| Australia

*+ Main Event Television Pty Ltd Foxtel associated entity 333

*» XYZ Entertainment Pty Ltd Foxtel joint venture 50.0| Australia
entity

=+ Nickelodeon Australia Joint Venture Foxtel joint venture 50.0| Australia
entity

»++ XYZ Programming Pty Ltd Foxtel controlled entity 1000 Australia

+ e Arena Television Pty Ltd Foxtel controlled entity 1000( Australia

*»*+ Quest Television Pty Ltd Foxtel controlled entity 100.0{ Australia

e «» Max Television Pty Ltd Foxtel controlled entity 1000| Australia

* ¢+ Channel (V] Australia Pty Ltd Foxtel controlled entity 100.0| Australia

v ¢+ The Lifestyle Channel Pty Ltd Foxtel controlled entity 100.0( Australia

Page7of 7
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elstra

6 March 2002
Office of the Company Secretary
Level 41
242 Exhibition Street
The Manager MELBOURNE VIC 3000
Company Announcements Office AUSTRALIA
Australian Stock Exchange Telephone 03 9634 6400
10th Floor, 20 Bond Street Facsimile 03 9632 3215

SYDNEY NSW 2000

ELECTRONIC LODGEMENT

Dear Sir or Madam

Re: Telstra Corporation Limited Financial Results for the Half Year ended 31
December 2001

In accordance with Listing Rules I enclose the following for immediate release:

1.

2.

3.

4,

5.

Appendix 4B — half yearly report;

Half year results and operations review — financial highlights;
Media release;

Half year financial report for the half year ended 31 Dec 2001; and

Directors’ report.

Yours sincerely

/Mx ek

Douglas Gration
Company Secretary

Telstra Corporation Limited
ACN 051775 556
ABN 33 051 775 556
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lelstra Corporation Limited Hall yeariy report

Rules 4.1, 4.3

Appendix 4B (rule 4.13(b))

Half yearly report

Introduced 1/7/2000. Amended 30/9/2001.

Name of entity

Telstra Corporation Limited |

Preliminary

ABN Half yearly final

Half year (‘current period’)

33051775556 \/ 31 December 2001

For announcement to market

Extracts from this report for announcement to the market (see note 1). L
$A millions

Revenues from ordinary activities (item 1.1) down 6.2% to 10,612

Profit (loss) from ordinary activities after tax (before down 18.8% to 2,140
amortisation of goodwill) attributable to members (item 1.20)

Profit (loss) from ordinary activities after tax attributable to down 20.0% to 2,098
members (item 1.23)

Profit (loss) from extraordinary items after tax attributable to - _ -

members fitem 2.5(d))

Net profit (loss) for the period attributable to members (item down 20.0% to 2,098

1.11)

Dividends (distributions) Amount per security Franked ampunt per

security

(cents). ¢ {cents) ¢

Final dividend (Preliminary final report only - item 15.4) 11.0 11.0

Interim dividend (Half yearly report only - item 15.6) : )

Previous corresponding period (Preliminary final report - 8.0 2.0

item 15.5; half yearly report - item 15.7) ) ’

Record date for determining entitlements to the dividend, (in

the case of a trust, distribution) (see item 15.2) 22 March 2002

Brief explanation of omission of directional and percentage changes to profit in accordance with Note 1 and short
details of any bonus or cash issue or other item(s) of importance not previously released to the market:

Nil

Page 1
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delstra Lorporation Limited

Half yearly report

Consolidated profit and loss account

Previous
Current period corresponding
period
$A millions $A millions

1.1 Revenues from ordinary activities 10,612 11,311
1.2 Expenses from ordinary activities (see items 1.24 + 12.5 + 12.6) (7,009) (6,754)
1.3 Borrowing costs A1 (351)
1.4 Share of net profit (loss) of associates and joint venture

) entities (see item 16.7) ©3) (164)
1.5 Profit (loss) from ordinary activities before tax 3,093 4,042
1.6 Income tax on ordinary activities (see note 4) (992) (1,420)
1.7 Profit (loss) from ordinary activities after tax 2,101 2,622
1.8 Profit (loss) from extraordinary items after tax (see item 2.5) - -
1.9 Net profit (loss) 2,101 2,622
1.10 Net (profit) loss attributable to outside equity interests 3 1
1.11 Net profit (loss) for the period attributable to members 2,098 2,623

Throughout this Appendix 4B, we have adjusted comparative figures to align with changes in presentation in the

current half-year financial report.

Consolidated retained profits

1.12 Retained profits (accumulated losses) at the beginning of
the financial period 6,795 5,170
1.13 Net profit (loss) attributable to members (item 1.11) 2,098 2,623
1.14 Net transfers to and from reserves 29 -
1.15 Net effect of changes in accounting policies - -
1.16 Dividends and other equity distributions paid or payable (1,415) (1,029)
1.17 Retain.ed pro.ﬁts (accumulated losses) at the end of 7,507 6.764
financial period
Profit restated to exclude amortisation of goodwill ) Previous
Current Period corresponding period
$A millions oh il
1.18 Profit (loss) from ordinary activities after tax before
outside equity interests (items I.7) and amortisation of 2,143 2,635
goodwill
1.19 Less (plus) outside equity interests %)) 1
Profit fi dinary activities after tax (before
1.20 rofit (loss) from ordinary vi r tax ( 2,140 2,636

amortisation of goodwill) attributable to members

Culuee
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1CI6Hd LOUIPOIAVION 1111110

Halt vearly report

Profit (loss) from ordinary activities attributable to members

1.21
1.22

1.23

Profit (loss) from ordinary activities after tax (item 1.7)

Less (plus) outside equity interests

Profit (loss) from ordinary activities after tax,
attributable to members

Current Period Prevj.ous .
$A millions °°"e;§°;‘:;ﬁ§ Iiemd
2,101 2,622
3) 1
2,098 2,623

Revenue and expenses from ordinary activities
AASB 1004 requires disclosure of specific categories of revenue and AASB 1018 requires disclosure of expenses from ordinary
activities according to either their nature or function. Entities must report details of revenue and expenses from ordinary

activities using the layout employed in their accounts. See also items 12.1 to 12.6.

1.24

Details of revenue and expenses (including both usual and unusual items)
Revenues

Interest revenue

-associated entities

-other entities

Dividend revenue

-other entities

Revenue from the sale of:

- property, plant and equipment

- investments in controlled entities

- investments in listed entities and other corporations (refer attachment 3)
- patents trademarks and licences

- business
Expenses
Borrowing costs
- other entities

- finance charges relating to finance leases

- borrowing costs capitalised

0006023

Current Period
$A millions

Previous
corresponding period
$A millions

1 1
66 37
67 38

- 10
76 197

- 4
20 443

- 4
29 4

125 652
471 410
- 1
471 411
(54) (60)
417 351
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1elstra Lorporation Limitea

Half vearly report

Revenue and expenses from ordinary activities

(continued) . Previous
Current. P'enod ding period
SAmillions | A o

Net book value of assets we have sold/disposed:

- property, plant and equipment 93 187

- investments in controlled entities - 4)

- investments in listed entities and other corporations (refer attachment 3) 18 235

- patents, trademarks and licences - 4

- business 2 3
113 425

Provisions:

- reduction in value of investments 26 41

Net (profit)/loss we have made on sale of:

- property, plant and equipment 17 (10)

- investments in controlled entities - )

- investments in listed entities and other corporations (refer attachment 3) ?) (208)

- business 27) (1)
(12) (227)

Intangible and extraordinary items

Consolidated - current period

Before tax
$A millions

Related tax
$A millions

Related outside
equity interests
$A millions

Amount (after tax)
attributable to
members
$A millions

2.1 Amortisation of goodwill 42 - - 42
22 Amortisation of other intangibles 70 ) 24) 41
23 Total amortisation of intangibles 112 &) 24) 83
24 Extraordinary items (details) - - - -
2.5 Total extraordinary items - - - -
Comparison of half year profits Current year Previous year
(Preliminary final report only) $A millions $A millions
3.1 Consolidated profit (loss) from ordinary activities after

tax attributable to members reported for the /st half year Not applicable Not applicable

(item 1.23 in the half yearly report)
32 Consolidated profit (loss) from ordinary activities after

tax attributable to members for the 2nd half year Not applicable Not applicable

000024
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1 €151fa L orporation Limiticd

Half vearly report

Consolidated balance sheet

At end of current

As shown in last

As in last half yearly

period annual report report
$A millions $A millions $A millions

Current Assets
4.1 Cash 652 1,077 941
4.2 Receivables 3,940 4,307 3,955
4.3 Investments R - -
4.4 Inventories 286 320 379
4.5 Other (provide details if material) 656 549 335
4.6 Total current assets 5,534 6,253 5,610

Non-current assets
4.7 Receivables 1,866 1,803 280
4.8 Investments (equity accounted) 1,084 1,259 401
4.9 Other investments 111 143 258
4.10 Inventories 22 8 35
4.11 Exploration and evaluation expenditure capitalised

(see para .71 of AASB 1022) . ) )
4.12 Development properties (mining entities) - - -
4.13 Other property, plant and equipment (net) 23,699 22,803 22,537
4.14 Intangibles (net) 3,063 3,012 509
4.15 (a) Other (provide details if material) 2,171 2,078 1,566
4.15 (b) Future income tax benefit 95 114 65
4.16 Total non-current assets 32,111 31,220 25,651
4.17 Total assets 37,645 37473 31,261

Current liabilities
4.18 Payables 2,531 2,872 2,281
4.19 Interest bearing liabilities 3,509 2,604 3,658
4.20 (a) Income tax payable 476 657 618
4.20 (b) Provisions 1,904 2,018 1,763
421 Revenue received in advance 859 1,128 527
4.22 Total current liabilities 9,279 9,279 8,847

Non-current liabilities
4.23 Payables 95 120 158
424 Interest bearing liabilities 10,495 11,386 6,554
4.25 (a) Income tax payable 45 91 137
4.25 (b) Provisions 862 846 900
4.26 Deferred income tax 1,880 1,573 1,304
426 Revenue received in advance 462 456 127
4.27 Total non-current liabilities 13,839 14,472 9,180
4.28 Total liabilities 23,118 23,751 18,027
4.29 Net assets 14,527 13,722 13,234

gao02S
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1¢i8tra Lorporation Limited

Half vearly report

Consolidated balance sheet continued

At end of current | As shown in last | As in last half yearly
period annual report report
Equity $A millions $A millions $A millions

4.30 Capital/contributed equity 6,433 6,433 6,433
431 Reserves 56 11 12
432 Retained profits (accumulated losses) 7,507 6,795 6,764
4.33 Equity attributable to members of the parent entity 13,996 13,239 13,209
434 Outside equity interests in controlled entities 531 483 25
4.35 Total equity 14,527 13,722 13,234
4.36 Preference capital included as part of 4.33 - - -

Exploration and evaluation expenditure capitalised
To be completed only by entities with mining interests if amounts are material. Include all expenditure incurred regardless of
whether written off directly against profit.

Current period
$A millions

Previous
corresponding
period
$A millions

5.1 Opening balance
52 Expenditure incurred during current period
53 Expenditure written off during current period Not applicable Not applicable
54 Acquisitions, disposals, revaluation increments, etc.
5.5 Expenditure transferred to Development Properties
5.6 Closing balance as shown in the consolidated balance sheet (item 4.11) Not applicable Not applicable
Development properties
(To be completed only by entities with mining interests if amounts are material)
Previous
Current period corresponding
$A millions period

6.1
6.2
6.3
6.4
6.5

6.6
6.7

Opening balance

Expenditure incurred during current period

Expenditure transferred from exploration and evaluation

Expenditure written off during current period
Acquisitions, disposals, revaluation increments, etc.

Expenditure transferred to mine properties

Closing balance as shown in the consolidated balance

sheet (item 4.12)

$A millions

Not applicable

Not applicable

Not applicable

Not applicable

000026
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Telstra Corporation Limited Half vearly report
Consolidated statement of cash flows
Previous
Current period corresponding
$A millions period

Cash flows related to operating activities

$A millions

7.1 Receipts from customers 11,003 10,130
7.2 Payments to suppliers and employees (6,356) (5,867)
7.3 Dividends received from associates 4 -
7.3A Dividends received from joint venture entities - -
7.4 Other dividends received - 10
7.5 Interest and other items of similar nature received 37 41
7.6 Interest and other costs of finance paid (476) (398)
7.7 Income taxes paid (893) (764)
7.8 GST remitted to the Australian Taxation Office (ATO) (463) (487)
7.9 Net operating cash flows 2,856 2,665
Cash flows related to investing activities
7.10 Payment for purchases of property, plant and equipment (1,391) (1,631)
7.11 Proceeds from sale of property, plant and equipment 76 197
7.12 Payment for purchases of equity investments (53) 67)
7.13 Proceeds from sale of equity investments - -
7.14 Loans to other entities - -
7.15 Loans repaid by other entities - -
7.16 (a) Payment for patents, trademarks and licences - -
7.16 (b) Payment for capitalised software 269) (322)
7.16 (¢) Proceeds from sale of business 29 4
7.16 (d) Proceeds from sale of listed securities and shares in other corporations 174 386
7.16 (e) Payment for deferred expenditure 2) (26)
7.16 (f) Other (provide details if material) @n 21
7.17 Net investing cash flows (1,483) (1,480)
Cash flows related to financing activities
7.18 Proceeds from issues of securities (shares, options, etc) - -
7.19 Proceeds from borrowings 9,204 7,356
7.20 Repayment of borrowings (9,631) (7,034)
7.21 Dividends paid (1,415) (1,287)
7.22 Other (provide details if material) 13 (34)
7.23 Net financing cash flows (1,829) (999)
7.24 Net increase (decrease) in cash held (456) 186
7.25 Cash at beginning of period (see Reconciliation of cash) 1,067 744
7.26 Exchange rate adjustments to item 7.25. - -
7.27 Cash at end of period (see Reconciliation of cash) 611 930

000027
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delstra Corporation Limited

Half yearly report

Non-cash financing and investing activities

Details of financing and investing transactions which have had a material effect on consolidated assets and liabilities but did
not involve cash flows are as follows. If an amount is quantified, show comparative amount.

Refer to Attachment 1 for details of non-cash financing and investing transactions.

Reconciliation of cash

Reconciliation of cash at the end of the period (as shown in the consolidated statement . Prev1ou§
. . . Current period corresponding
of cash flows) to the related items in the accounts is as follows. e .
$A millions period
$A millions
8.1 Cash on hand and at bank 219 192
8.2 Deposits at call 433 749
8.3 Bank overdraft 1) an
8.4 Other (provide details) - -
8.5 Total cash at end of period (item 7.27) 611 930
Ratios Previous
Current period corresponding
period
% %
Profit before tax / revenue
9.1 Consolidated profit (loss) from ordinary activities before
tax (item 1.5) as a percentage of revenue (item 1.1) 29.1% 35.7%
Profit after tax / equity interests
9.2 Consolidated net profit (loss) from ordinary activities
after tax attributable to members (item 1.9} as a o .
percentage of equity (similarly attributable) at the end of 15.0% 19.9%
the period (item 4.33)
Earnings per security (EPS) ' Previous
Current period corresponding
period
10.1 Calculation of the following in accordance with 44ASB
1027: Earnings per Share
(a) Basic EPS (in cents) ¢ 16.3 20.4
(b) Diluted EPS (if materially different from (a)) (in
cents) ¢
(c) Weighted average number of ordinary shares
outstanding during the period used in the calculation of 12,866,600,200 12,866,600,200
the Basic EPS
Current period Previous
(cents) ¢ corresponding
period
NTA backing (see note 7) (cents) ¢
11 Net tangible asset backing per 8.8 108.3

ordinary security (in cents)
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Half yearly report

Details of specitic receipts/outlays, revenues/expenses

12.1
12.2

12.3

12.4

12.5

12.6

Interest revenue included in determining item 1.5

Interest revenue included in item 12.1 but not yet received
(if material)

Interest costs excluded from borrowing costs, capitalised
in asset values

Outlays (except those arising from the acquisition of an
existing business) capitalised in intangibles (if material)
Depreciation and amortisation (excluding amortisation of
intangibles)

Other specific relevant items not shown in item 1.24 (see note 15)

Unusual other revenue items:

- writeback of liability to
Telstra Superannuation Scheme
(refer attachment 3)

- partial sale of our investment
in Computershare Limited
(refer attachment 3)

Previous

Current period corresponding
$A millions period

$A millions

67 38

(54) (60)

(1,462) (1,341)

- 725

- 386

Control gained over entities having material effect

13.1

13.2

13.3
13.4

Name of entity (or group of entities)

TelstraClear Limited

Consolidated profit (loss) from ordinary activities and
extraordinary items after tax of the entity (or group of
entities) since the date in the current period on which
control was acquired

Date from which such profit has been calculated

Profit (loss) from ordinary activities and extraordinary
items after tax of the entity (or group of entities) for the
whole of the previous corresponding period

($9 million)
After minority interests (i)

12 December 2001

($63 million) (ii)

@

(iD)

Up until the date we acquired control, the results of the TelstraClear Limited joint venture were equity accounted.
Our share of losses for this 5 month period amounted to $75 million.
Our share of equity accounted losses inciuded in the Telstra Group result in the prior corresponding half-year

amounted to $53 million.

600029
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lelstra Corporation Limifed

Half yearly report

Loss of control of entities having material effect

141

14.2

143

14.4

14.5

Name of entity (or group of entities) |

Not applicable

|

Consolidated profit (loss) from ordinary activities and
extraordinary items after tax of the entity (or group of
entities) for the current period to the date of loss of
control

Date to which the profit (loss) in item 14.2 has been
calculated

Consolidated profit (loss) from ordinary activities and
extraordinary items after tax of the entity (or group of
entities) while controlled during the whole of the previous
corresponding period

Contribution to consolidated profit (loss) from ordinary
activities and extraordinary items from sale of interest
leading to loss of control

Reports for industry and geographical segments
Information on the industry and geographical segments of the entity must be reported for the current period in accordance
with AASB 1005: Financial Reporting by Segments. Because of the different structures employed by entities, a pro forma is
not provided. Segment information should be completed separately and attached to this report. However, the following is the
presentation adopted in the Appendices to AASB 1005 and indicates which amounts should agree with items included
elsewhere in this report.

Segments

Operating Revenue

Sales to customers outside the economic entity
Inter-segment sales

Unallocated revenue

Total revenue

Segment result

Not applicable

Not:applicable

Not applicable

Not applicable

Refer to-Attachment 2 for details
on segments

Unallocated expenses

Consolidated profit (loss) from ordinary activities before tax (equal to item 1.5)

Segment assets
Unallocated assets

Total assets (equal to item 4.17) )

Dividends (in the case of a trust, distributions)

15.1

15.2

153

Date the dividend (distribution) is payable

Record date to determine entitlements to the dividend
(distribution) (ie, on the basis of registrable transfers
received by 5.00 pm if securities are not CHESS
approved, or security holding balances established by
5:00pm or such later time permitted by SCH Business
Rules if securities are CHESS approved)

If it is a final dividend, has it been declared?
(Preliminary final report only)

000030

Comparative data for segment assets should be as at the
end of the previous corresponding period.

29 April 2002

22 March 2002

Not applicable
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lelstra Corporation Limited

Half yearly report

Amount per security

Franked amount

Amount per security]

Amount per per security at of foreign source
security 30% tax (2000: dividend
34% tax)
(cents) ¢ (cents) ¢ (cents) ¢
154 (Preliminary final report only) . . .
C t
Final dividend: urrent year Not applicable | Not applicable Not applicable
15.5 Previous year Not applicable Not applicable Not applicable
15.6 (Half yearly and preliminary
\final reports) Current year 11.0 11.0] Not applicable
Interim dividend:
15.7 Previous year 8.0 8.0 Not applicable

Total dividend (distribution) per security (interim plus final)
(Preliminary final report only)

Current year

Previous year

(cents) ¢ (cents) ¢
15.8 Ordinary securities Not applicable Not applicable
15.9 Preference securities Not applicable Not applicable
Half yearly report - interim dividend (distribution) on all securities
Previous
Current period corresponding
) period
$A millions $A millions
15.10  Ordinary securities 1,415 1,029
15.11 Preference securities - -
15.12  Other equity instruments - -
15.13  Total 1,415 1,029
The dividend or distribution plans shown below are in operation.
Not applicable
. " "
The last date(s) for receipt of election notices Not applicable

for the dividend or distribution plans

Any other disclosures in relation to dividends (distributions)

Not applicable

000031
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Half yearly report

Details of aggregate share of profits (losses) of joint venture entities

Previous
Current period corresponding
period
Telstra’s share of joint venture entities: $A millions $A millions
16.1A  Profit (loss) from ordinary activities before income tax (88) (112)
16.2A  Income tax on ordinary activities @) 3)
16.3A  Profit (loss) from ordinary activities after income tax 89 (115)
16.4A  Extraordinary items net of tax - -
16.5A  Net profit (loss) 89) (115)
16.6A  Outside equity interests - -
16.7A  Net profit (loss) attributable to members 89) (115)
Details of aggregate share of profits (losses) of associates
’ Previous
Current period corresponding
period

Telstra’s share of associated entities:

16.1B @ (48)
162B  Income tax on ordinary activities - )
16.3B  Profit (loss) from ordinary activities after income tax “) (49)
16.4B  Extraordinary items net of tax - -

16.5B  Net profit (loss) @ (49
16.6B  Outside equity interests - -

16.7B  Net profit (loss) attributable to members @ (49)

Profit (loss) from ordinary activities before income tax

$A millions

$A millions

(00032
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ail yearly report

Material interests in entities which are not controlled entities
The economic entity has an interest (that is material to it) in the following entities. If the interest was acquired or disposed of
during either the current or previous corresponding period, indicate date of acquisition (‘/from xx/xx/xx") or disposal (“to

xx/xx/xx”).
. Percentage of ownership interest held Contribution to net profit (loss)
Name of entity at end of period or date of disposal (item 1.9)
17.1A  Equity accounted joint Previous Previous
venture entities Current period corresponding Current period corresponding
period period
% % $A millions $A millions
TelstraClear Limited (controlled
entity from 12 December 2001) 58.4 50.0 (73) (33)
Xantic B.V (formerly Station 12
BV) 350 35.0 - (35)
FOXTEL Partnerships 50.0 50.0 (24) (23)
Stellar Call Centres Pty Ltd 50.0 50.0 2 1
Telecom Services Kiribati
e - 45.0 - 1
Limited (to 31 May 2001)
Harmony Telecommunications
Pte Ltd (to 1 April 2001) ) 300 ) @)
Dynegy Connect LP (to 16 )
September 2001) 20.0 a2 @
Reach Ltd (from 7 February 2001) 50.0 - 20 -
17.1A  Total 39 (115)
17.1B  Equity accounted associated
entities
IBM Global Services Australia 226 226 4 .
Limited
Australian - Japan Cable
Limited 39.9 39.9 3) -
Solution 6 Holdings Limited 19.1 20.3 2) (54)
Ecard Pty Ltd 41.0 41.0 3) 3)
Myinternet Ltd (from 10 August 211 13.7 ) @)
2000) : ’
PlesTel Operating Trust (Units ) ) ) i1
redeemed 31 August 2000)
17.1B  Total C)) (49)
172 Total 93) (164)
17.3 Other material interests - - - _
174 Total S$Nil $Nil

G06033
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Issued and quoted securities at end of current period
Description includes rate of interest and any redemption or conversion rights together with prices and dates.

Category of securities

Issue price per

Amount paid-up per

security security  (see
Total Number | Number quoted (see note 15) note 15)
(cents) ¢ (cents) ¢
18.1 Preference securities Nil Nil Ni .
(description) ! I il Nil
18.2 Changes during current period
(a) Increases through issues \
(b) Decreases through returns . . . .
of capital, buybacks, Nil Nil Nil Nil
redemptions
18.3 Ordinary securities 12,866,600,200 6,420,604,706 50 50
18.4 Changes during current period
i -307
Opening Balance - 30 June 12,866,600,200|  6,420,604,706
2001
(a) Increases through issues Nil Nil Nil Nil
(b) Decreases through returns . . . .
of capital, buybacks Nil Nil Nil Nil
Closing Balance - 31 December 2001 |  12,866,600,200|  6,420,604,706
18.5 Convertible debt securities
(description and conversion Nil Nil Nil Nil
Jfactor)
18.6 Changes during current period Nil Nil Nil Nil
(a) Increases through issues Nil Nil Nil Nil
(b) Decreases through . ol . .
securities - matured, converted Nil Nil Nil Nil
18.7 Options (description and E . . Expiry date
conversion factor) xercise price (if any)
Nil Nil Nil Nil
18.8 Issued during current period Nil Nil Nil Nil
18.9 Exercised during current period Nil Nil Nil Nil
18.10  Expired during current period Nil Nil Nil Nil
18.11  Debentures (totals only) Nil Nil
18.12  Unsecured notes (totals only) 2,695,843,777|  2,418,455,422
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Comments by directors

Comments on the following matters are required by ASX or, in relation to the half yearly report, by AASB 1029: Half-Year
Accounts and Consolidated Accounts. The comments do not take the place of the directors’ report and statement (as required
by the Corporations Law) and may be incorporated into the directors’ report and statement. For both half yearly and
preliminary final reports, if there are no comments in a section, state NIL. If there is insufficient space to comment, attach
notes to this report.

Basis of accounts preparation

If this report is a half yearly report, it is a general purpose financial report prepared in accordance with the listing rules and
AASB 1029 Half-Year Accounts and Consolidated Accounts. It should be read in conjunction with the last annual report and
any announcements to the market made by the entity during that period.

Material factors affecting the revenues and expenses of the economic entity for the current period

Refer to Attachment 3 for details-on material factors affecting revenues and expenses

A description of each event since the end of the current period which has had a material effect and is not related to matters
already reported, with financial effect quantified (if possible)

Refer to attachment:4 for details of events after balance date

Franking credits available and prospects for paying fully or partly franked dividends for at least the next year

At 31 December 2001 the Telstra Entity had $1,058 million Class C Franking Credits. The Telstra Group had
approximately $1,227 million-Class-C Franking Credits.

Additional franking credits will arise when the Telstra Entity and its Australian controlled entities pay tax instalments
during the fiscal 2002 year relating to the 2002 income tax year as well as the deferral instalments relating to the 2000

income tax year.

The 31 December 2001 interim dividend is scheduled to be paid on 29 April 2002 and will be fully franked at an income
tax rate of 30% reflecting the current' company tax rate (Class C dividend). The income tax payments anticipated in
the future should be sufficient to allow full franking of the final 2002 dividend from earnings in the current year.

At present, it is expected that Telstra will be able to fully frank declared ordinary dividends out of fiscal 2002 earnings.
However, the directors can give no-assurance as to the future level of dividends, if any, or of franking of dividends.
This is because it depends upon, among other factors, our earnings, Government legislation and announcements and

our tax position.
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Half yearly report

Changes in accounting policies since the last annual report are disclosed as follows.

(Disclose changes in the half yearly report in accordance with AASB 1029: Half-Year Accounts and Consolidated Accounts.
Disclose changes in the preliminary final report in accordance with AASB 1001: Accounting Policies-Disclosure.)

Nil

Additional disclosure for trusts

19.1 Number of units held by the management company or

responsible entity or their related parties. Not applicable
19.2 A statement of the fees and commissions payable to the .
management company or responsible entity. Not applicable
Identify:
®  initial service charges
®  management fees Not applicable
®  other fees
Annual meeting
(Preliminary final report only)
The annual meeting will be held as follows:
Place (Principal location) Not applicable
Date Not applicable
Time Not applicable
Approximate date the annual report will be Not applicable

available
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Compliance statement

1 This report has been prepared under accounting policies which comply with accounting standards as defined in
the Corporations Law or other standards acceptable to ASX (see note 12).

Identify other standards used Not applicable
2 This report, and the accounts upon which the report is based (if separate), use the same accounting policies.
3 This report does give a true and fair view of the matters disclosed (see note 2).
4 This report is based on accounts to which one of the following applies.
The accounts have been audited. The accounts have been subject to review. /
The accounts are in the process of being audited The accounts have not yet been audited or
or subject to review. reviewed.

5 If the audit report or review by the auditor is not attached, details of any qualifications are attached / will-

6 The entity has a formally constituted audit committee.

Sign here: %M"’/Z‘“ é‘“‘“&w{l—umw . Date: 6 March 2002

(Director/Company secretary)

Print name: Douglas Gration
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Telstra Corporation Limited

Attachment 1

Financing and investing activities that do
not involve cash

Property, plant and equipment

Our property, plant and equipment includes capitalised
borrowing costs of $38 million for the half-year ended
31 December 2001 (2000: $45 million). This amount has
been reclassified into cash flows from operating
activities.

We acquired plant and equipment with a fair value of
$nil using finance leases during the half-year ended 31
December 2001 (2000: $4 million). As these acquisitions
did not involve cash, they are not reported in the

statement of cash flows.

Software assets (internal use software assets)

Our software assets developed for internal use include
capitalised borrowing costs of $16 million for the half-
year ended 31 December 2001 (2000: $15 million). This
amount has been reclassified into cash flows from
operating activities.

(iv) Acquisitions and disposals

On 12 December 2001, we increased our holding in our
joint venture entity TelstraClear Limited (TelstraClear)
(formerly TelstraSaturn Limited) by 8.43%. As aresult,
our 58.43% interest represents a controlling interest in
this company. We have consequently ceased equity
accounting and have consolidated the financial
position, financial performance and cash flows of the
TelstraClear Group from 1 December 2001.

Consideration for this acquisition was A$40 million

(NZD$50 million) for which we received an additional
52,500,000 shares in TelstraClear.

ASX Appendix 4B
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The amount of cash, other assets and liabilities we
acquired as a result of obtaining this increased interest
are presented in the following table.

Acquisition of
TelstraClear
Half-year ended
31 December
2001
ASm

Consideration for acquisition

Cash ... ... ... . 40
Fair value of assets and liabilities

acquired by major class

Net overdraft held by TelstraClear on

gainingcontrol. . .. ............... (5)
Receivables . .. . ................. 64

Inventories . .. ........ ... ... ..... i8
Property, plant and equipment. . . . ... .. 794

Identifiable intangibleassets . . . .. ... .. 238

Otherassets. . . .................. 6-
Payables. . ..................... (55)
Borrowings ... ...... .. ... ... (406)
Amounts owed to Telstra Corporation Ltd (a) (367)
Provisions . . .. ...... ... ... ... .. (97)
Financelease liability. . . .. .......... (6)
Other liabilities. . . ... ............. (72)
Fair value of net assets on gaining control. . 112

Outside equity interest (41.57%) . . . ... .. (&7)

Original 50% interest in fair value of net
assets prior to obtaining increased

shareholding . . . . ................ ) (56)

Netassetsacquired . . . ........... .. 9

Goodwill on acquisition(b) . ... ....... 31

40

Outflow of cash on acquisition

Consideration for acquisition . . . .. ... .. (40)

Net overdraft held by TelstraClear on

gainingcontrol. . .......... ... .. .. (5)
(45)

(a) Included in our repayment of borrowings in the
statement of cash flows is a $367 million loan provided
to TelstraClear. This funding was used to facilitate the
purchase of the Clear Communications Limited group.
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Telstra Corporation Limited Half-yearly report

Attachment 1 (continued)

Financing and investing activities that do
Acquisition of

not involve cash (continued) Keycorp
Half-year ended
(b) Goodwill recognised from the original acquisition of 31 December
- 2000
our 50% interest in TelstraClear was $49 million as at 1 $m
December 2001. Upon acquisition of our additional
o i . h { dwill relati Consideration for acquisition
8.43% controlling interest, the total goodwill relatingto ¢ . orEFTPOS payments carriage,
TelstraClear was $80 million. installation and maintenance business. . . . 426
Costs of acquisition . . .. ............ 12
438
In the half-year ended 31 December 2000, we sold our Less elimination of goodwill
EFTPOS payments carriage, installation and (intercompany transaction). . . ........ __—“:Z
maintenance business to Keycorp Limited (Keycorp) for  outside equity interest (49.06%) . . . . . ... 17
$426 million. As consideration for this sale, we were 29
) d h hich ted 0 50.94% Fair value of assets and tiabilities
issued 38,700,000 shares which represented a 50.94% acquired by major class
controlling interest in Keycorp. The amount of cash, Cash held by Keycorp on acquisition . . . ., 1
other assets and liabilities we acquired as a result of Rece'vab.les """"""""""" 40
Inventories . .. .................. 29
obtaining this interest are presented in the following Investments. . . .. ................ 20
table: Property, plant and equipment. . . . . .. .. 5
’ Identifiable intangible assets . . . .. ... .. 19
Otherassets. . . ............... ... 7
Payables. . ... ... ... ... ... ..., (37)
Borrowings . .. .............. ..., (47)
Provisions . . ... ................. (3)
Fair value of net assets acquired . . . ... .. 34
Less discount on acquisition, . . . . ... ... 5
29
inflow of cash on acquisition
Cash held by Keycorp on acquisition . . . .. 1

There were no significant disposals of entities in the
half-years ended 31 December 2001 or 31 December
2000.
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Telstra Corporation Limited

Attachment 2

Segment information

We report our segment information on the basis of
business segments as our risks and returns are affected
predominantly by differences in the products and
services we provide through those segments.

Business segments

Qur business structure was adjusted throughout the

half-year ended 31 December 2001. We have restated

our comparative information at balance date as if the
new business segments existed in prior years.

+ Telstra Retail's primary activities are sales and
billing. This covers residential, business and
government customers who receive our services,
other than wholesale services (which are provided
by Telstra Wholesale), mobile services (which are
provided by Telstra Mobile), and those customers
included in Telstra Country Wide.

This business unit:

« manages our information, connection and
pauphone services as well as our directories
business; and

« sells and provides customer services for a
comprehensive range of products, services and
customer-driven solutions ranging from basic
telephony services to complex voice and data
networks.

+ Telstra CountryWide is responsible for:

» addressing the telecommunication needs of
consumer and business customers that reside
and operate outside the mainland state capital
cities and in Tasmania and the Northern
Territory; and

« the specific needs of customers which are not as
readily addressed as for customers in

metropolitan areas.
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¢ Telstra Mobile is responsible for:

* ourmobile and wireless networks and associated
systems within Australia; and

» allmobile retail sales and after sales support,
customer service, product development and
pricing.

» TelstraInternational manages our interests in:

* theAsia-Pacific region, including our operations
in Hong Kong, Vietnam, India, Singapore, New
Zealand, Japan and Sri Lanka; and

« our North American and European retail
operations.

* Infrastructure Services responsibilities include:

+ planning, design, construction and operation of
our domestic fixed communication networks and
associated systems to deliver technology
solutions, our products, services and customer
support;

+ customer service installation and repairs; and

+ competing for some of our annual network
expenditure against other suppliers, and also
performing construction activities for others,
including other telecommunications companies.

» Telstra Wholesale is responsible for:

» the provision of domestic wholesale products
and services to other carriers and carriage service
providers.

« Corporate Centre is responsible for:
+ finance & administration, legal & regulatory,

human resources, and corporate relations.

Telstra CountryWide and Telstra Retail have been
combined as asingle reportable business segment for
reconciliation and disclosure purposes as they are
considered substantially similar. Corporate Centre is
not a reportable segment and has been aggregated in
the "Other" segment.
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Telstra Corporation Limited

Attachment 2 (continued)

Segment information (continued)

The following tables detail the major segments, based

on the reporting structure as at 31 December 2001.

Half-year ended 31 December 2001

Half-yearly report

Telstra  Infra- Telstra

Telstra Telstra Inter- structure Whole- Elimina- Total of

Business Units Retail Mobile national Services sale Other  tions segments
$m: $m $m $m $m $m $m $m
Sales revenue from external customers. . . . ... ... .. 6,472 1,767 688 104 1,210 25 - 10,266
Other revenue from external customers (before interest) . 124 5 18 18 4 110 - 279
Total revenue from external customers (before
interest) . .. ...... ... .. .. 6,596 1,772 706 122 1,214 135 - 10,545
Less revenues from sale of investments and dividends. . .. 39 - 10 - - - - 49
Addinter-segmentrevenue(a) . ... .. ........... 242 .21 1 894 483 498  (2,139) -
Segmentrevenue . ... ... ... 6,799 1,793 697. 1,016 1,697 633 (2,139) 10,496
Segmentresult....... ... ... 13,848 739 27 - (691) 1,093  (1,488) (1) 3,507
Less share of joint venture entities’ netlosses . . . . . . .. 28 - 66- - - - - 89
Less share of associated entities’ net losses . ... ... .. 1 - 3 - - - - 4
Less net book value of investmentssold . . . ........ 11 - 9 - - - - 20
Add revenues from sale of investments and dividends. . . 39 - 10 - - - - 49
Profit before interest and income taxexpense. . . . . . . 3,852 -739: (41) (691). 1,093 (1,488) (21) 3,443
Half-year ended 31 December 2000
Telstra Telstra  Infra-  Telstra

Telstra Mobile Inter- structure Whole- Other Elimina- Total of

Business Units Retail (i) (i) national Services  sale (iii) tions segments
$m tm $m $m $m $m $m $m

Sales revenue from external customers . . . ... ... ... 6,323 1,581 543 161 1,138 12 - 9,758
Other revenue from external customers (before interest) . 428 8 90 17 10 962 - 1,515
Total revenue from external customers (before
interest) . . . ... . ...... ... .. . ... e 6,751 1,589 633 178 1,148 974 - 11,273
Less revenues from sale of investments and dividends. . . 390 - 71 - - - - 461
Addinter-segmentrevenue(a) . ................ 163 15 232 979 395 433 (2,217) -
Segmentrevenue . ... ... ...t iv e 6,524 1,604 794 1,157 1,543 1,407 (2,217) 10,812
Segmentrestlt. .. ...... .. 3,651 705 161 (674) 1,059 (600) (10) 4,292
Less share of joint venture entities’ net losses . . . . . . .. 22 - 93 - - - - 115
Less share of associated entities’ netlosses . . ....... 49 - - - - - - 49
Less net book value of investmentssold ... ... .. ... 195 - 39 - - - - 234
Add revenues from sale of investments and dividends. . . 390 - 71 - - - - 461
Profit before interest and income tax expense. . . . . . . 3,775 705 100 (674) 1,059 (600) (10) 4,355

(a) Generally most internal charges between business segments are made on a direct cost recovery basis. Allinternal telecommunications usage is
accounted for at market value. We account for all international transactions between Australian and non-Australian businessesat market value.
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Telstra Corporation Limited

Attachment 2 (continued)

Segment information (continued)

(i) Unusual revenue of $386 million from the partial sale
of Computershare Limited (refer note 3) is included in
Telstra Retail revenue. This increased profit before
income tax expense by $187 million after including the
impact of therelated book value of ourinvestment sold.

If SAB101 had been applied in the half-year ended 31
December 2000, Telstra Retail segment revenue would
be adjusted to $6,625 million and profit would be
adjusted to $3,873 million.

Half-yearly report

(i) If SAB 101 had been applied in the half-year ended 31
December 2000, Telstra Mobile segment revenue would
be adjusted to $1,592 million and profit would be
adjusted to $696 million.

(iii) Unusual revenue of $725 million from the writeback
of the Telstra Superannuation Scheme additional
liability (refer note 3) is included in other segment
revenue. Thisincreased the other segment profit before

income tax expense by $725 million.

information about our products and services

Sales revenue from

Basicaccess (@) . . . v oo e e e e
Localealls .. .. ... o —
Nationallongdistancecalls . ... .................... ...
International telephoneservices . . .. ....................
Mobilegoodsandservices(a) . .. .......... ... ... 0L
Dataandinternetservices . .. .. .. ... .. ... . .o e
Directoryservices(a@). . . ... ... . ... oo
Intercarrierservices . .. ... .. e
Inbound callingproducts. . .. ........ ... .. L oL,
Solutionsmanagement. . .. ... ... ... o oo
Othersalesandservices. . . .. ........... ... ... ......

(a) If SAB 101 had been applied in the half-year ended
31 December 2000, the following revenue categories
would be adjusted:

Half-year ended
31 December

2000

$m
BaSICACCESS . . . v v i e 1,149
Mobile telecommunication services . . . ... ... 1,554
Directoryservices. . . .. ............ .. ... 720

ASX Appendix 4B

Half-year ended
31 December
2001 2000
$m $m
...... 1,343 1,146
...... 1,023 1,113
...... 1,295 1,277
...... 216 524
...... 1,753 1,566
...... 1,580 . 1,645
...... 714 622
...... 568 499
...... 193 229
...... 162 146
...... 1,419 991
10,266 9,758
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Telstra Corporation Limited Half-yearly report

Attachment 3

Half-year ended 31

December
2001 2000
$m $m
Unusual items
The following items form part of the ordinary operations of our business but are considered unusual due to
their nature and amount.
Profit before income tax expense has been calculated after crediting/(charging) unusual revenue and expense
items from our ordinary activities as follows:
Unusual items included in other revenue:
- partial sale of our investment in ComputersharebLimited(i). . .. ......... ... ... ... ... ... ... - 386
- writeback of Telstra Superannuation Scheme additional contribution liability (ii). . . . .. ....... ... .. - 725
- 1,111
Unusual items included in other expenses:
- book vatue of partial sale of our investment in Computershare Limited(i). . . . ................... - (199)
Netunusualitems . . . .. . . . e - 912
INCOMETAX EXPENSE . . . o .o e - (311)
Net unusualitemns after incometax expense. . . . . . .. ... i e e - 601
There are no transactions considered unusual for the On 26 June 2001, we sold our remaining shareholding in
half-year ending 31 December 2001. In the half-year this investment.
ended 31 December 2000, we recorded the following
unusual revenue and expense items:
Half-year
ended
(i) On 13 July 2000, our controlled entity, Telstra 31 December
. . s 2000
CB.com Limited, sold approximately 53.3 million $m
ordinary shares in Computershare Limited
- Revenue from partial sale of Computershare . 386
(Computershare) at $7.25 per share for $386 million. Book value of investment in Computershare
sold. . ... (199)
As aresult of this transaction, our voting interest in 187
Taxeffectat34%. .. ................ (64)
Computershare was reduced on 18 July 2000 to 123
26,636,460 ordinary shares (5.2% of the issued capital).
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Telstra Corporation Limited

Attachment 3 (continued)
Unusual items (continued)

(i) On 29 August 2000, the trustee of the Telstra
Superannuation Scheme (TSS) and the Commonwealth
(who guaranteed our payments) released us from our
obligation to contribute $121 million per annum to the
TSS until 30 June 2011. As part of the terms of the
release, we have agreed to provide such future
employer contributions to the TSS as may be required
to maintain the vested benefits index (VBI - the ratio of
fund assets to members vested benefits) in the range of
100-110%.

The removal of our obligation reduced the assets of the
TSS and resulted in the VBI of the defined benefit
divisions reducing from approximately 167% at 30 June
2000 to approximately 148% as at 31 December 2000.

The Trustee agreed to the release of the obligation
based on actuarial advice that the removal of these
additional contributions, coupled with the employer
contribution commitment from us, will maintain the
solvency level of the TSS at a satisfactory level.

We anticipate that the surplus in the TSS will continue
and no employer contributions will be required in the
current fiscal year or fiscal 2003 assuming the
continued sound performance of the TSS.

ASX Appendix 4B
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The net present value of our commitment to the TSS
was shown as a liability on our statement of financial
position as at 30 June 2000. This liability has been
written back to the statement of financial performance
in the half-year ended 31 December 2000 and has
increased our result as follows:

Half-year
ended
31 December
2000
$m
Writeback of TSS additional contribution
ligbility. . .. ....... .. ... L, 725
Taxeffectat34%. . ................. (247)
478
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Telstra Corporation Limited

Attachment 4
Events after balance date

The directors are not aware of any matter or
circumstance that has occurred since 31 December 2001
that, in their opinion, has significantly affected or may
significantly affect in future years:

* ouroperations;

 theresults of those operations; or

+ thestate of affairs;

other than:

FOXTEL

+ Since 31 December 2001 our 50% owned partnership
FOXTEL has increased its minimum subscriber
guarantee commitments under a new perpetual pay
television programming agreement for Foxsports.
The effect of this has been to increase our share of
the FOXTEL minimum subscriber guarantee
commitments by approximately $46 million per
annum. The guaranteed minimum number of
subscribers under this new agreement has already
been exceeded.

* Subject to certain conditions being met, FOXTEL has
granted a non-exclusive licence to Optus Vision Pty
Limited (Optus) to distribute FOXTEL subscription
television channels on the Optus Television cable
pay TV service, for the period 1 November 2002 to 31
December 2010. Subject to the consent of content
providers, FOXTEL will supply some Optus channels
over the FOXTEL platforms. FOXTEL will assume
certain minimum subscriber obligations of Optus
under its movie and other content arrangements.
Our share of these obligations is up to a maximum of
approximately $275 million. Optus will pay fees to
FOXTEL for a guaranteed minimum number of
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subscribers, which decreases FOXTEL's
commitments; and

+ FOXTEL has entered into a 15 year agreement to
acquire capacity on the Optus C1 satellite. Qurshare
of this commitment is $25 mitlion per annum,
increasing to $30 million per annum over the term.

Due to the joint and several nature of the FOXTEL
partnership agreements, we are also contingently liable
to the extent of our FOXTEL partners’ share of these
commitments, should FOXTEL andfor the other FOXTEL
partners default on their payment obligations under
these agreements.
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Telstra Corporation Limited
Half Year results and operations review
Half Year ended 31 December 2001

Strong free cash flow and capital management
in a weaker market with modest underlying earnings growth

2

3

Financial highlights

Underlying’ earnings before interest and tax increased by 2.0% to A$3.6
billion, with strong cost focus in an environment of modest underlying
revenue growth.

Underlying’ sales revenue increased by 2.0% to A$9.6 billion, with strong
growth in mobiles services, fixed to mobile and intercarrier revenues. Total
underlying’ revenue (excluding interest) increased by 2.1%.

Underlying® operating expenses (before depreciation, amortisation &
interest) growth was 1.2%, increasing to A$4.8 billion, driven by continuing
results of the company’s cost reduction programs. Total underlying’
expenses (including depreciation and amortisation but before interest)
increased by 2.2% to A$6.2 billion.

Operating capital expenditure declined 16.0% to A$1.7 billion following tight
control of the capital expenditure program.

Free cash flow® increased by 15.9% to A$1.4 billion.
Underlying® profit after tax and minorities has grown 6.0% to A$2.2 billion.

Interim dividend declared of A$1.4 billion, representing 11 cents per share,
fully franked at a 30% tax rate.

Underlying results are produced to allow like for like comparison by removing those items which are either
i) not of a comparable nature owing to structural changes to the business e.q. acquisitions/consolidations;

if) material and non recurring; or
i) not part of the core operations of the business.

Underlying results EXCLUDE:

(a) proceeds from asset/investment sales and book value of assetfinvestment sales from current & prior year revenue and
expense and diminution in value of investments from current & prior year expenses;

(b) Superannuation contribution write-back from prior year revenue;

(¢) New business venture? results from current year revenue and expenses;

(d) Global Wholesale business results from the comparable months in the prior year (1 July 2000 - 31 December 2000);

(e) TelstraSaturn equity loss from the comparable period in the prior year (December 2000);

(f) Costs associated with restructuring of the business; and

(g) The impact of movements in tax provisions resultant from the change in company income tax rates.

Underlying results INCLUDE:
an adjustment to the prior year to reflect the impact of the accounting palicy change from the implementation of SAB101.
New business ventures are the Reach Ltd joint venture (Reach), Regional Wireless Company (RWC), Keycorp Ltd and

TelstraClear.
Free cash flow = operating cash flow less cash used in Investing activities.

1
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Statement of financial performance
for the half year ended 31 December 2001
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Half Year ended 31 December

2001 2000
Reported  Underlying Reported  Underlying Reported Underlying
Change Change
(in A$ millions) % %

Basic access 1,343 1,343 1,146 1,149 17.2 16.9
Local calls 1,023 1,023 1,113 1,113 (8.1) (8.1)
Fixed-to-fixed 588 588 646 646 (9.0) (9.0)
Fixed-to-mobile 707 707 -631 631 12.0 12.0
International telephone services 216 216 524 224 (58.8) (3.6)
Mobile services 1,631 1,631 1,453 1,441 12.3 13.2
Mobile handsets 122 122 113 113 8.0 8.0
Data and internet services 1,580 1,580 1,645 1,636 (4.0) (3.4)
Directory services 714 714 622 720 14.8 (0.8)
Customer premise equipment 125 125 147 147 (15.0) (15.0)
Intercarrierservices 568 568 499 524 13.8 8.4
Inbound calling products 193 193 229 229 (15.7) (15.7)
Solutions management 162 162 146 146 11.0 11.0
Other sales and services 1,294 633 844 721 53.3 (9.4)
Sales revenue 10,266 9,625 9,758 9,440 5.2 2.0
Other revenue 346 221 1,553 176 (77.7) 25.6
Total revenue 10,612 9,846 11,311 9,616 (6.2) 2.4
Less interest revenue 67 67 38 38 76.3 76.3
Total revenue (exciuding interest) 10,545 9,779 11,273 9,578 (6.5) 2.1
Expenses:

Labour 1,459 1,390 1,568 1,550 (7.0) (10.3)

Restructuring costs 93 - 3 - N/M N/M

Direct cost of sales 1,962 1,685 1,809 1,612 8.5 4.5

Other 1,921 1,639 1,997 1,506 (3.8) 8.8
Expenses before equity
acc/depn/amort/interest 5,435 4,714 5,377 4,668 1.1 1.0
Share of net equity accounted losses 93 65 164 55 (43.3) 18.2
Total expenses before
depnfamortfinterest 5,528 4,779 5,541 4,723 (0.2) 1.2
EBITDA 5,017 5,000 5,732 4,855 (12.5) 3.0
EBITDA excl associates [joint ventures 5,110 5,065 5,896 4,910 (13.3) 3.2
Depreciation 1,259 1,202 1,180 1,147 6.7 4.8
Amortisation (excl. goodwill) 273 211 184 181 48.4 16.6
Goodwill amortisation 42 4 13 13 223.1 (69.2)
Total depnfamort 1,574 1,417 1,377 1,341 14.3 5.7
Total expenses 7,102 6,196 6,918 6,064 2.7 2.2
EBIT 3,443 3,583 4,355 3,514 (20.9) 2.0
EBIT excl. associates/joint ventures 3,536 3,648 4,519 3,569 (21.8) 2.2
Net interest 350 348 313 313 11.8 11.2
PST 3,093 3,235 4,042 3,201 (23.5) 1.1
Tax (excl. unusual effect)™ 992 1,001 1,420 1,095 (30.1) (8.6)
PAT (before min. in) 2,101 2,234 2,622 2,106 (19.9) 6.1
Minority interest 3 - (1) (1) N/M N/M
PAT 2,098 2,234 2,623 2,107 (20.0) 6.0
Effective taxrate 32.1% 30.9% 35.1% 34.2% (3.0) (3.3)
EBITDA margin on sales revenue 48.9% 51.9% 58.7% 51.4% (9.8) 0.5
EBIT margin on sales revenue 33.5% 37.2% 44.6% 37.2% (11.1) 0.0
EPS 16.3 17.4 20.4 16.4 (20.0) 6.0

(1)
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Cash flow summary
for the half year ended 31 December 2001

Half Year ended 31 December
2001 2000
(in A$ millions)

Receipts from customers 11,003 10,130

Payments to suppliersjemployees (6,356) (5,867)
Net interest and finance charges (439) (357)
Income tax paid (893) (764)
Dividends received 4 10

GST remitted to the ATO (463) (487)
Operating cash flow 2,856 2,665

Operational capital expenditure - excluding patents,

trademarks and licences (including 3G spectrum) (1,662) (1,979)
Investment expenditure (100) (100)
Capital expenditure - excluding capitalised interest (1,762) (2,079)
Receipts from asset sales/other proceeds 279 599

Cash flow used in investing activities (1,483) (1,480)
Free cash flow (operating cash flow less cash flow used in

investing activities) 1,373 1,185

Free cash flow excluding expenditure on investments 1,473 1,285

Movements in barrowings/finance leases (434) 306

Employee share loans (net) 20 (18)
Dividends paid (1,415) (1,287)
Net financing activities (1,829) (999)
Net cash flow (456) 186

Capital expenditure

Operational capital expenditure 1,662 1,979
Capitalised interest 54 60
Operational capital expenditure including capital interest 1,716 2,039
Investments 100 100
Capital expenditure including capitalised interest 1,816 2,139

Statement of financial position
for the half year ended 31 December 2001

Half Year ended 31 December
2001 2000
(in A$ millions)

Current assets 5,534 5,610
Intangibles 3,063 509
Property, plant and equipment 23,699 22,537
Total non-current assets 32,111 25,651
Net debt 11,428 8,807
Total liabilities 23,118 18,027
Gross debt 14,004 10,212
Net assets/shareholders’ equity 14,527 13,234
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Statistical data summary
for the half year ended 31 December 2001
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Half Year ended 31 December

1)
@

2001 2000 Growth
%

Billable traffic data (in millions)
Local calls (number of calls) 5,511 5,675 (2.9)
National long distance minute

Fixed-to-fixed minutes 4,466 4,464 0.0

Fixed-to-mobile minutes 1,833 1,601 14,5
Total national long distance minutes 6,299 6,065 3.9
International outgoing minutes 419 374 12.0
Mobile telephone minutes 2,911 2,712 7.3
Network and operations data (at year end)
Basic access lines in service (in millions)

Residential 6.28 6.20 13

Business 2.40 2.40 0.0

Total retail customers 8.68 8.60 1.9

Domestic wholesale 1.32 1.47 (10.2)
Total basic access lines in services 10.00 10.07 0.7)
FaxStream® services access lines (in thousands) 404.7 425.0 (4.8)
ISDN access lines (basic access line equivalents) (in thousands) 1,320.4 1,175.2 12.4
Mobile telephone services (in thousands)™

GSM 5,113 4,333 18.0

CDMA 523 395 32.4
Total mobile customers 5,636 4,728 19.2
Narrowband subscribers 1,280 796 60.8
Broadband subscribers 122 67 82.1
BigPond™ subscribers (thousands) 1,402 863 62.5
FOXTEL cable subscribers 484 465 4,1
FOXTEL direct to home satellite subscribers 290 235 23.4
Total FOXTEL customers (thousands) 774 700 10.6
Value-added services (thousands)
Easycall® call waiting customers 5,604 5,610 (0.1)
Fixed line MessageBank® customers 1,440 1,334 7.9
Calling number display customers 855 676 26.5
Employee data
Domestic full-time staff 42,435 47,075 (9.9)
Full-time staff and equivalents® 47,740 49,603 (3.8)

Excludes RWC.

Includes all domestic and offshore employees, including controlled entities.
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Summary of operating results
for the half year ended 31 December 2001

Telstra Corporation Limited reported a profit after tax and minorities of A$2,098 million for
the half year ended 31 December 2001, representing a decrease of 20.0% over the previous
corresponding period. The prior period net profit after tax and minorities included the effect
of a number of one-off items, particularly, the sale of our partial interest in Computershare
(A$123 million after tax) and the superannuation contribution writeback (A$478 million
after tax).

After normalising to allow like for like comparisons with the prior corresponding period, our
underlying® business grew modestly with EBIT of A$3,583 million, an increase of 2.0% over
the previous period with underlyinngBlTDA growing by 3.0%.

Revenue

Underlying(” sales revenue for the period grew by 2.0% to A$9.6 billion, with continued strong
growth in mobile services, intercarrier and fixed to mobile. The continuing impact of
rebalancing initiatives which seeks to match the pricing of services with the cost structure of
the underlying’ business has resulted in an increase in basic access revenue with decreases in
local call and national long distance revenues. Data and internet services revenue declined
from a softer overall market combined with price reductions driven by a market wide increase
in available capacity.

Underlging(’) total revenue grew by 2.1% to A$9.8 billion.
Expenses

Underlging(” operating expenses (before depreciation, amortisation and interest) grew by
1.2% to A$4.8 billion largely due to higher network payments. Underlying® labour expenses
declined by 10.3% due to reduced staff numbers, partly offset by labour substitution costs
resulting from outsourcing arrangements. Underlying® direct cost of sales increased by 4.5%,
driven by increased volumes of interconnect and international minutes, and mobile handset
sales. Underlying® discretionary spending declined 16% due to strong cost management.

Total underlying™ expenses (including depreciation and amortisation but before interest)
increased by 2.2% to A$6.2 billion.

Interest

Net interest expense was A$350 million for the period, anincrease of 11.8%. The increase was
due to a higher level of average net debt of A$2.6 billion following Telstra's investment in the
Asian Ventures.

Cash flow

Free cash flow™ increased by 15.9% to A$1.4 billion. Operating cash flow grew 7.2% to A$2.9
billion. Investing cash flow was held flat at A$1.5 billion. Capital expenditure declined A$317
million (15.2%) while proceeds from asset and investment sales declined A$320 million owing
to larger receipts in the prior year from both the partial sale of Computershare and IT
equipment sale and leaseback.
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Treasury operations

Telstra's financial position remains very strong. During the period S&P upgraded their credit
rating. Fitch, S&P and Moody’s now rate Telstra at AA-, AA- and Aas3 respectively, with all
maintaining a stable outlook. Telstra’s credit quality ranks amongst the highest in the world in

the telecommunications sector.
Dividends

Afully franked (at a 30% tax rate) interim dividend of 11 cents per share was declared,
amounting to A$1,415 million.

For enquiries on these results contact:

David Moffatt Wayne Treeby
Chief Financial Officer General Manager, [nvestor Relations
Telstra Corporation Limited Telstra Corporation Limited

Phone: 61396348014
Email: Investor.relations@team.telstra.com
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Operating and Financial Review and Prospects

Results of operations

The following table illustrates our reported and underlying results for the 2002 and fiscal 2001
half years.

Table 1 - Results of operations

Half Year ended 31 December
2001 2000

Reported  Underlying Reported Underlying Reported Underlying
Change Change

(in A$ million) % %
Sales revenue 10,266 9,625 9,758 9,440 5.2 2.0
Other revenue 346 221 1,553 176 (77.7) 25.6
Total revenue 10,612 9,846 11,311 9,616 (6.2) 2.4
Less: interest income 67 67 38 38 76.3 76.3
Total revenue (ex interest income) 10,545 9,779 11,273 9,578 (6.5) 21
Operating expenses (ex interest exp) 5,435 4,714 5,377 4,668 1.1 1.0
Share of equity accounted losses 93 65 164 55 (43.3) 18.2
Depreciation & amortisation 1,574 1,417 1,377 1,341 14.3 5.7
Earnings before interest & tax (EBIT) 3,443 3,583 4,355 3,514 (20.9) 2.0

Our reported earnings before interest and tax or “EBIT” for the fiscal 2002 half year was
A$3,443 million compared with A$4,355 million for the fiscal 2001 half year. However there
was a number of items that occurred during these periods that make like-for-like comparisons
difficult. After adjusting for these items, our underlying EBIT for the fiscal 2002 half year was
A$3,583 million representing a 2.0% increase over our underlying EBIT for the fiscal 2001 half
year of A$3,514 million. The items requiring adjustment for this comparison consist of:

the one-time benefit of A$725 million in the fiscal 2001 half year from the release from
our obligations under the Telstra Additional Contributions agreement to the Telstra
Superannuation Fund;

the sale of our global wholesale business in February 2001 into our joint venture, Reach
Ltd. We equity account for our 50% interest in Reach and recognised A$20 million of
equity accounted earnings for the fiscal 2002 half year. In addition, our global
wholesale business contributed A$130 million of EBIT for the fiscal 2001 half year which
did not recur in the 2002 year;

in February 2001, we acquired a 60% controlling interest in Regional Wireless Company
(RWCQ), which owns 100% of Hong Kong CSL Limited, which contributed A$30 million to
our fiscal 2002 half year EBIT;

we incurred restructuring costs for employee redundancies of A$93 million in the fiscal
2002 half year with A$3 million charged directly against profits in the fiscal 2001 half
year;

we acquired a controlling interest in Keycorp Limited in December 2000, which has been
consolidated since 1 January 2001. Keycorp generated a loss before interest and tax of
A$21 million for the fiscal 2002 half year;

in December 2001, we increased our ownership interest in TelstraSaturn Limited and
began consolidating its results. At the same time, TelstraSaturn acquired Clear
Communications Limited and its name was changed to TelstraClear Limited. The
consolidated results of TelstraClear for the month of December 2001 and our equity
accounted share of TelstraSaturn’s pre-acquisition costs generated a loss before interest
and tax of A$62 million and TelstraSaturn’s equity accounted loss for the month of
December 2000 was A$10 million;
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® ourasset and investment sales and impairment of investments generated a loss before
interest and tax of A$14 million in the fiscal 2002 half year and earnings before interest
and tax of A$87 million in the fiscal 2001 half year;

¢ we began applying Staff Accounting Bulletin 101 (SAB101) revenue recognition rules in
the second half of the 2001 fiscal year. Had SAB101 been in force during the fiscal 2001
haif year, sales revenue and EBIT would have been A$89 million higher.

Operating revenues

The following table includes our reported operating revenues, and in order to altow like for like
comparisons, our underlying operating revenues, for the 2002 and fiscal 2001 half years.

Table 2 - Operating revenue by major product and service category

Half Year ended 31 December
2001 2000

Reported Underlying Reported Underlying Reported Underlying
Change Change

(in A$ million) % %
Basic access 1,343 1,343 1,146 1,149 17.2 16.9
Local calls 1,023 1,023 1,113 1,113 (8.1) (8.1)
National long distance 1,295 1,295 1,277 1,277 1.4 1.4
Internationat telephone services 216 216 524 224 (58.8) (3.6)
Mobile goods and services 1,753 1,753 1,566 1,554 11.9 12.8
Data and internet services 1,580 1,580 1,645 1,636 (4.0) (3.4)
Directory services 714 714 622 720 14.8 (0.8)
Intercarrier services 568 568 499 524 13.8 8.4
Inbound calling products - 193 193 229 229 (15.7) (15.7)
Solutions management 162 162 146 146 11.0 11.0
Other sales and services 1,419 778 991 868 43.2 (10.4)
Sales revenue 10,266 9,625 9,758 9,440 5.2 2.0
Other revenue (ex interest income) 279 154 1,515 138 (81.6) 11.6
Total revenue excluding interest 10,545 9,779 11,273 9,578 (6.5) 21
Interest income 67 67 38 38 76.3 76.3
Total revenue 10,612 9,846 11,311 9,616 (6.2) 2.4

Our reported operating revenue was A$10,612 million for the fiscal 2002 half year, a decrease of
6.2% compared with our reported operating revenue of A$11,311 million for the fiscal 2001 half
year. The principal reason for this decrease was the inclusion in the fiscal 2001 half year of:

» A$725 million of other revenue relating to the one-time benefit of the release of our
obligations under the Telstra additional contributions agreement to the Telstra
Superannuation Scheme;

s  A3%$407 million of revenue from our global wholesale business, which was sold to Reach
in February 2001; and

* A$652 million of other revenue relating to asset and investment sales.

The effect of these fiscal 2001 half year revenue items were partly offset by the inclusion in the
fiscal 2002 half year of:

e A$641 million of sales revenue from RWC, Keycorp and TelstraClear, which were not
reflected in the fiscal 2001 half year revenues; and
e A$125 million of other revenue relating to asset and investment sales.

Adjusting the fiscal 2001 half year and fiscal 2002 half year revenues for these items, as well as
the effect that the application of SAB101 would have had on the fiscal 2001 half year revenues
had it been adopted at that time, underlying fiscal 2002 half year total revenue would have
been A$9,846 million, an increase of A$230 million or 2.4% compared with A$9,616 million
underlying total revenue for the fiscal 2001 half year, primarily reflecting continued growth of
our mobile services, intercarrier and fixed to mobile business.
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The continuing impact of rebalancing initiatives which seeks to match the pncmg of services
with the cost structure of the underlying® business has resulted in an increase in basic access
revenue with decreases in local call and national long distance revenues. Data and internet
services revenue declined from a softer overall market combined with price reductions driven
by a market wide increase in available capacity.

Basic Access
The following table shows information about our basic access service.

Table 3 - Basic access

Half Year ended 31 December

2001 2000 Change Change
{in millions) %

Basic access revenue - underlying:

Retail 1,174 1,010 164 16.2

Domestic wholesale 169 139 30 21.6
Domestic access revenue - underlying 1,343 1,149 194 16.9
Adjustments - 3) 3
Basic access revenue - reported A$1,343 A$1,146 A$197 17.2
Basic access lines in service (at year end)‘”

Residential 6.28 6.20 0.08 1.3

Business 2.40 2.40 0.00 0.0

Sub-total 8.68 8.60 0.08 0.9

Domestic wholesale 1.32 1.47 (0.15) (10.2)
Total access lines in services 10.00 10.07 (0.07) (0.7)

Note: statistical data represents management’s best estimates

1 , . .
@ Excludes basic access lines for our internal use

Our operating revenue from basic access services increased in both retail and domestic
wholesale in the fiscal 2002 half year primarily as a result of the continuation of access price
rebalancing introduced in March 2000. The increases in our basic access fees have generally
been offset by lower local call charges and some capped long distance charges. As part of our
rebalancing initiatives, we have been introducing new basic access packages which have had a
positive effect on our basic access revenue growth, despite an overall decrease in basic access
lines in service. Some of these pricing initiatives include:

¢ introduction of Telstra Homeline™ Options in February 2001;

e introduction of Telstra BusinessLine™ packaging in June 2001; and

e increasesin Telstra HomelLine™ access prices and new Telstra BusinessLine™ customer
access prices from September 2001.

Growth in basic access lines has been affected by competition. While there has been a
continuation of the underlying shift from retail to wholesale access lines resulting from
increased competition, we acquired a significant number of retail customers in June 2001
following the collapse of one of our competitors, One.Tel. This development also resulted in a
reduction in our domestic wholesale line numbers in the fiscal 2002 half year.

Under SAB101, we now defer the revenue associated with new connections and in-place
services over the average life per customer for access to our network, which is five years. We
adopted SAB101 during the second half of the 2001 fiscal year. Had SAB101 applied to our
fiscal 2001 half year, our basic access revenues would have been A$3 million higher.
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Local Calls
The following table shows information on our local call business.

Table 4 - Local calls

Half Year ended 31 December

2001 2000 Change Change
(in millions) %

Local call revenue:

Retail 796 869 (73) (8.4)

Domestic wholesale 143 162 (19) (11.7)

Sub-total 939 1,031 (92) (8.9)
Value added services

Retail ‘ 72 70 2 2.9

Domestic wholesale 12 12 0 0.0

Sub-total 84 82 2 2.4
Total local call revenue A$1,023 A$1,113 A$(90) (8.1)
Local calls 5,511 5,675 (164) (2.9)

Note: statistical data represents management’s best estimates

Local call prices decreased by an average of 5% in the fiscal 2002 half year compared with the
fiscal 2001 half year reflecting the rebalancing of access and call product prices. In addition we
are offering our customers a number of pricing packages that have the effect of lowering local
call prices. For example our HomeLine™ Plus package, allows customers to choose lower call
price options that carry higher access charges. The number of HomeLine™ Plus customers have
increased 47% to approximately 2.5 million in the fiscal 2002 half year compared with the fiscal
2001 half year.

Our revenue from billable value added services such as calling number display and call return
grew slightly by 2.4%.

Generally, call volumes fell in the fiscal 2002 half year due to the lower number of services in
operation and lower calls per service. Customer migration to other products such as ISDN,
mobile and fixed-to-mobile also contributed to the reduced revenue,

National long distance calls

The following table shows information about our national long distance calls.

Table 5 - National long distance calls

Half Year ended 31 December

2001 2000 Change Change
(in millions) %
Fixed-to-fixed revenue:
Retail 584 638 (54) (8.5)
Domestic wholesale 4 8 (4) (50.0)
Total fixed-to-fixed revenue 588 646 (58) (9.0)
Fixed-to-mobile revenue
Retail 697 618 79 12.8
Domestic wholesale 10 13 (3) (23.2)
Total fixed-to-mobile revenue 707 631 76 12.0
Total national long distance revenue A$1,295 A$1,277 A$18 1.4
Fixed-to-fixed minutes 4,466 4,464 2 0.0
Fixed-to-mobile minutes 1,833 1,601 232 14.5
Total national long distance minutes 6,299 6,065 234 3.9

Note: statistical data represents management’s best estimates
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Fixed-to-fixed

Our fixed-to-fixed national long distance calls service has continued to face strong
competition. Revenue from fixed-to-fixed services fell during the fiscal 2002 half year
compared with the fiscal 2001 half year despite minutes of use being relatively flat. We
maintained volumes by introducing offerings such as “1 cent Saturdays” from August to
November 2001 and increasing take up of packages with capped price calls. This positive
impact on volumes has been offset by a reduction in the effective price paid by customers. The
prices on some capped calls were also reduced in the six months to December 2001. With the
continued strong growth of mobiles in the Australian market, our fixed-to-fixed revenues have
also been impacted by customer migration to mobile and fixed-to-mobile services.

Fixed-to-mobile

Our fixed-to-mobile revenue has continued the recent trends of strong growth due largely to
the increased number of mobile services in the Australian market. There has been continued
competitive pressure on per minute prices for our fixed-to-mobile product, although this has
been mostly offset by an increase in the connection charges particularly for our HomeLine™
and BusinessLine™ customers.

International telephone services
The following table shows information about our international telephones services.

Table 6 - International telephone services

Half Year ended 31 December

2001 2000 Change Change
(in millions) %

Outbound 165 166 (1) (0.6)
International assisted/other 51 58 (7) (12.2)
International services revenue - underlying 216 224 (8) (3.6)
Adjustments (Global Wholesale) 300 (300)
International telephone services revenue - reported As$216 A$524  A$(308) (58.8)
International outgoing minutes™ 419 374 45 12.0

Note: statistical data represents management’s best estimates

@ International outgoing minutes for international settlement purposes also include international outgoing minutes from

mobile telephone service, ISDN and public payphones operated by us.

Our reported operating revenue for international telephone services for the fiscal 2001 half
year included A$300 million of revenue from our Global wholesale business, which we sold to
Reach in February 2001. Excluding this revenue from our fiscal 2001 half year, our revenue
from outgoing calls declined slightly despite minutes of use increasing by 12.0% reflecting the
continuation of strong competition in this market. Our 0018 Free ¥ hour option from April 2001
and 10 minute capped calls from September 2001, as well as the acquisition of approximately
189,000 customers following the collapse of one of our competitors, One.Tel in June 2001,
helped to increase volumes and our market share in the fiscal 2002 half year. However, these
improvements were offset by lower effective prices paid by our customers.

Our revenues from international assisted and other calls decreased in the fiscal 2002 half year
principally due to falling telecard volumes.
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Mobile goods and services
The following table shows information about our mobile goods and services.

Table 7 - Mobiles goods and services

Half Year ended 31 December

2001 2000 Change Change
(in A$ million except customers in %
thousands)

Access fees and call charges 1,390 1,293 97 . 7.5
International roaming 70 58 12 20.7
Mobile MessageBank® 64 43 21 48.8
Mobile data 107 47 60 127.7
Mobile services revenue 1,631 1,441 190 13.2
Mobile handset sales 122 113 9 8.0
Mobile goods and services revenue'”- underlying 1,753 1,554 199 12.8
Adjustments (SAB101) 12 (12)
Mobile goods and services revenue'” - reported 1,753 1,566 187 11.9
GSM mobile customers 5,113 4,333 780 18.0
CDMA mobite customers 523 395 128 32.4
Total mobile customers 5,636 4,728 908 19.2
Mobile telephone minutes® 2,911 2,712 199 7.3

(A$ service in operation)

Average revenue per user per month®® 50.09 54.25 (4.16) 7.7
Average prepaid revenue per user per month 10.67 13.28 (2.61) (19.7)
Average post paid revenue per user per month 63.54 62.53 1.01 16

Note: statistical data represents management’s best estimates

™ Excludes revenue from call termination charge, including calls from our fixed network which we categorise as national long
distance; and analogue and CDMA services to Cable & Wireless Optus, Hutchison and Primus, and RWC revenues which are
reported in “Other sales and services”..

@ Qutbound minutes based on calling party pays billing

@ Average revenue per user based on mobile services revenue.

Mobile services revenue growth in the fiscal 2002 half year was mainly due to the strong

growth in the number of mobile customers and minutes of use. This growth has been

somewhat offset by the higher percentage of new customers connecting to prepaid services.

Generally prepaid customers have lower usage patterns than postpaid customers. At 31

December 2001, prepaid users comprised approximately 27% of total users, up from 19% at 31

December 2000.

Our revenue growth was also boosted by the continued positive trend in value added services
such as:

¢ International Roaming;

e Mobile MessageBank®; and

e Mobile data, such as our short message service which had a penetration rate of 35.9% of
our mobile customer base at 31 December 2001, compared with 26.1% at 31 December
2000.

Handset revenue increased modestly in the fiscal 2002 half year compared with the fiscal 2001
half year as our announced pending reduction in handset subsidies stimulated purchase

activity.

CDMA services now comprise approximately 9% of our mobile services and continue to grow
strongly following completion of our CDMA network roll out in October 2000.

Average revenue per user fell on the prior period reflecting a higher component of prepaid users
within the base. Despite ongoing pricing pressures, average revenue per user per postpaid
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connection increased by 1.6% in the fiscal 2002 half year compared with the fiscal 2001 half
year reflecting increased penetration of our mobile data services.

Mobile number portability has had minimal impact on services in operation in the short period
since it has been in place.

Under SAB101, we now recognise revenue on some services, such as upfront connection fees
and some prepaid services over the average customer life rather than at the point of sale. Had
SAB101 applied to our fiscal 2001 half year, our mobile goods and services revenue would have
been A$12 million lower in that period.

Data and internet services
The following table shows information about our data and internet services.

Table 8 - Data and internet services

Half Year ended 31 December

2001 2000 Change Change
(in A$ million except access lines %
and subscriber numbers in
thousands)
Data and internet services revenue - underlying:
Retail - underlying 1,316 1,389 (73) (5.3)
Domestic wholesale 264 247 17 6.9
Total data and internet service revenue” - underlying 1,580 1,636 (56) (3.4)
Adjustments 9 (9)
Total data and internet service revenue'™ - reported 1,580 1,645 (65) (4.0)
Consisting of:
Integrated services (including ISDN) 613 650 37 (5.7)
Data lines 177 172 5 2.9
Leased lines 113 126 (13) (10.3)
International leased 64 122 (58) (47.5)
Packet switching 216 237 (21) (8.9)
FaxStream® 147 153 (6) (3.9)
Internet and ISP 250 176 74 42.0
Total data and internet services revenue - underlying 1,580 1,636 (56) (3.4)
Adjustments 9 (9)
Total data and internet services revenue - reported 1,580 1,645 (65) (4.0)
ISDN access lines (basic access line equivalents) 1,320.4 1,175.2 145.2 12.4
FaxStream® services access lines 404.7 425.0 (20.3) (4.8)

Note: statistical data represents management’s best estimates
@ Excludes calling charges associated with internal access

Underlying® data and internet revenue declined modestly by 3.4% in the fiscal 2002 half year
compared with the fiscal 2001 half year. Despite steady growth in physical volumes for newer
products, data and internet revenue has not been growing at the same rate as in prior periods
due to intense competitive pressure.

Internet revenues increased by 42% in the fiscal 2002 half year compared with the fiscal 2001
half year driven by a 62.5% increase in the number of our BigPond™ subscribers, including
broadband subscribers..

International leased lines revenue has fallen as multiple participants and excess capacity in the
market are driving prices down. The general slowdown in international leased line demand,
coupled with the events of September 11, impacted international leased line revenues during
the fiscal 2002 half year.
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ISDN revenues declined in the fiscal 2002 half year due to the impact of rebalancing access
prices and call product prices and a reduction in effective prices. While ISDN access revenues
increased by 3%, voice and data revenues have declined 9% and 13% respectively.

The fall in packet switching revenue principally reflected the transfer of Transend and Argent
product revenue amounting to approximately A$28 million to Keycorp which is now included in
other sales and service revenues.

Data and internet services revenue in the fiscal 2001 half year included A$9 million of revenue
attributable to our global wholesale business which was sold to Reach in February 2001.

Directory services
The following table shows information about our directories services revenues.

Table 9 - Directory services

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Directory services revenue - underlying 714 720 (6) (0.8)
Adjustments (SAB101) (98) 98
Directory services revenue - reported 714 622 92 14.8

Our directory services revenue increased in the fiscal 2002 half year compared with the fiscal
2001 half year after reflecting the impact of the application of SAB101 in the fiscal 2002 half
year. Under SAB101, we now recognise all revenue when the Yellow Pages® directory is
published, instead of 40% at the point of sale and 60% when the directory is published. Had
SAB101 been adopted for the fiscal 2001 half year, our directory services revenue would have
been A$98 million higher.

Comparing this underlying revenue to revenue from directory services in the fiscal 2002 half
year, directory services revenue would have declined marginally reflecting the general market
downturn in advertising revenues across all media over the last 12 months. Modest revenue
growth in White Pages™ revenue and strong growth in online services revenue off a low base
was more than offset by a marginal decline in Yellow Pages® revenue.

Intercarrier services

The following table shows revenues from our intercarrier services.

Table 10 - Intercarrier services

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Intercarrier services revenue - underlying 568 524 44 8.4
Adjustments (Global Wholesale) (25) 25
Intercarrier services revenue - reported 568 499 69 13.8

Our reported revenue from intercarrier services in the fiscal 2002 half year included revenue
from international inbound call terminating services that we now charge Reach following the
sale of our global wholesale business to Reach in February 2001. Had revenues from these
international inbound call terminating services been applied to intercarrier services revenue in
the fiscal 2001 half year, it would have been A$25 million higher.

Taking account of this revenue in comparing the revenue from the fiscal 2002 half year with our
fiscal 2001 half year our operating revenue from intercarrier services would have increased
modestly. The higher revenue reflected increased originating traffic on our network by
customers of other carriers, and increased terminating calls by other carriers on both our
mobile and fixed networks. However this was offset by continued price pressure resulting from
increased competition.
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During the fiscal 2002 half year, growth in the overall mobile telecommunications market of
17.8% has supported growth in intercarrier services revenue.

The continued growth in underlying intercarrier services revenue has also been favourably
impacted by:

e thereplacement of lost retail market share in the provision of basic access, local calls,
fixed-to-fixed and maobile services due to competition with the provision of intercarrier
services to our competitors;

o the growth of SMSinterconnection revenue;

o provision of our CDMA network to wholesale customers; and

e provision of wholesale transmission capacity to our competitors.

Inbound calling products

The following table shows revenues from our inbound calling products.

Table 11 -Inbound calling products

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Inbound calling products revenue 193 229 (36) (15.7)

Revenue for inbound calling products is mainly derived from our Freecall™ 1800 product and
the B party (called party) revenue of our Priority® One3 and Priority® 1300 products. These
have declined as a result of the introduction of inbound number portability in November 2000
creating a more competitive environment, which negatively affected prices and volumes.

Solutions management
The following table shows revenues from solutions management products.

Table 12 -Solutions management

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Solutions management revenue 162 146 16 11.0

Our revenue from solution management is derived from managing all or part of a customer’s IT
or telecommunications services.

Our revenue from solutions management increased in the fiscal 2002 hatf year compared with
the fiscal 2001 half year largely due to continued strong growth in our Telstra Managed
Services business. While there has been a general softening in the market, we have secured a
number of new major contracts and renewed others of longer standing.
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Other sales and services
The following table includes information about our revenues from other sales and services.

Table 13 - Other sales and services

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Other sales and services revenue from
Various controlled entities 286 352 (66) (18.8)
Customer premises equipment 125 147 (22) (15.0)
Payphones 78 84 (6) (7.1)
Ship-to-shore 3 7 (4) (57.1)
Domestic operator-assisted calls 46 42 4 9.5
Other minoritems 240 236 4 1.7
Total other sales and services - underlying 778 868 (90) (10.4)
Adjustments 641 123 518
Total other sales and service revenue - reported 1,418 991 428 43.2

Our reported revenue from other sales and services increased significantly in the fiscal 2002
half year compared with the fiscal 2001 half year primarily as a result of the first-time inclusion
of A$641 million revenue from RWC, Keycorp and TelstraClear in our consolidated results. RWC
contributed A$577 million of revenue, while Keycorp contributed A$25 million and TelstraClear
A$39 million of revenue in the fiscal 2002 half year.

Excluding this revenue, and adjusting the fiscal 2001 half year result for A$123 million of
revenue attributable to our global wholesale business, which we sold to Reach in February
2001, our underlying’ other sales and services revenues decreased in the fiscal 2002 half year
compared with the fiscal 2001 half year predominantly as a result of the reduction of
controlled entity revenue. This was driven by a decrease in external construction activity
undertaken by NDC Ltd, attributable to a general slow down of the construction market.

In addition, Vietnam and Cambodia Business Co-operation Contract (BCC) operations were
scaled down as expected, resulting in lower revenues. These decreases were partly offset by
approximately A$28 million of revenue in the fiscal 2001 half year from Transend and Argent
products previously reported under data and internet. These revenues are now classified under
this category because they are generated by Keycorp, a controlled entity.
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Other revenue

The following table provides a breakdown of our other revenue.

Table 14 - Other revenue by category

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Other revenue - underlying:
Interest received/receivable 67 38 29 76.3
Dividends received/receivable ] 10 (10) (100.0)
Miscellaneous revenue 154 128 26 20.3
Total other revenue - underlying 221 176 45 25.6
Proceeds from sale of:
Property, plant and equipment 76 197 (121) (61.4)
Investments 10 57 (47) {(82.5)
Controlled entities 0 4 (4)
Listed entities 10 386 (376) (97.4)
Patents, trademarks and licences 0 4 (4)
Business 29 4 25 625.0
Total proceeds from sale of assets 125 652 (527) (80.8)
Miscellaneous revenue 0 725 (725)
Total other revenue underlying adjustments 125 1,377 (1,252) (90.9)
Total other revenue - reported 346 1,553 (1,207) (77.7)

Our other revenue decreased significantly in the fiscal 2002 half year compared with the fiscal
2001 half year principally due to the one-time revenue contribution to the fiscal 2001 half year
result of A$725 million from the release of our obligation to continue to pay additional
contributions to the Telstra Superannuation Scheme and A$386 million of proceeds from the
sale of part of our interest in Computershare Ltd. The net present value of our obligations to
the Telstra Superannuation Scheme was a liability in our financial statements at 30 June 2000
and was written back to $nil when our obligations were released.

Excluding this revenue and revenue generated from sales of assets, investments and interests
in listed entities during the two periods, our underlying’ other revenue increased in the fiscal
2002 half year compared with the fiscal 2001 half year. This increase was driven mostly by an
increase in interest revenue from a convertible note purchased from PCCW in February 2001.
Interest income from the convertible note in the fiscal 2002 half year was A$37.5 million
compared with nothing received in the prior period. The increase in interest income from the
Convertible Note was partly offset by lower interest income as a result of reduced levels of
financial assets.

Dividends received in the fiscal 2002 half year were lower compared with the fiscal 2001 half
year due to prior period dividends paid by Intelsat under contractual obligations while it was a
satellite consortium. Since incorporation on 18 July 2001, Intelsat has not declared a dividend.
Miscellaneous revenue increased in the fiscal 2002 half year compared with the fiscal 2001 half
year mostly due to revenue from the government for work under the extended zone untimed
local call tender as part of the Rural Telecommunications Infrastructure Fund. This was offset
in part by lower universal service obligations levy receipts paid by the government.
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Operating expenses

In order to allow like for like comparisons with the prior corresponding period, the following
table includes both our reported and underlying® results.

Table 15 - Operating expenses

Half Year ended 31 December
2001 2000

Reported Underlying Reported Underlying Reported Underlying
Change Change
%

(in A$ million) %
Expenses
Labour 1,459 1,390 1,568 1,550 (7.0) (10.3)
Restructuring costs 93 - 3 - N/M N/M
Direct cost of sales 1,962 1,685 1,809 1,612 8.5 4.5
Other 1,921 1,639 1,997 1,506 (3.8) 8.8
Expenses before net equity
accounted losses 5,435 4,714 5,377 4,668 1.1 1.0
Share of net equity accounted losses 93 65 164 55 (43.3) 18.2
Total expenses before depnfamort 5,528 4,779 5,541 4,723 (0.2) 1.2
Total depn/amort 1,574 1,417 1,377 1,341 14.3 5.7
Total expenses 7,102 6,196 6,918 6,064 2.7 2.2

Our total reported operating expenses increased slightly in the fiscal 2002 half year compared
with the fiscal 2001 half year. While labour expense (including restructuring costs) was
relatively flat, an increase in the direct cost of sales and depreciation and amortisation were
partially offset by lower share of net equity accounted losses and other expenses in the fiscal
2002 half year compared with the fiscal 2001 half year. Taking into account the adjustments to
reach our underlying results and eliminating restructuring costs, our underlying’ expenses
(before interest expense) for the fiscal 2002 half year increased by 2.2% to A$6,196 million.
Excluding deprecuatlon amortisation, net equity accounted losses and restructuring charges,
underlying® operating expenses would have increased by 1.0% to A$4,714 million.

The following tables provide information about our reported and underlying* expenses from
each of our expense groupings.

Labour expense
The following table shows information about our labour and restructuring costs.

Table 16 - Labour expense

Half Year ended 31 December
2001 2000 Change Change
(in A$ millions, except staff %
numbers in whole numbers)

Labour expense - underlying : 1,390 1,550 (160) (10.3)
Adjustments 69 18 51
Labour expense - reported 1,459 1,568 (109) (7.0)
Restructuring costs 93 3 920
Total labour and restructuring costs 1,552 1,571 (19) (1.2)
Full-time employees - underlying 44,595 49,373 (4,778) 9.7)
Adjustments 3,145 230 2,915
Full-time employees reported 47,740 49,603  (1,863) (3.8)

Since December 2000 we have reduced our full time staff from 49,603 to 47,740. Our reported
labour expense, including restructuring costs, was down slightly in the fiscal 2002 half year
compared with the fiscal 2001 half year reflecting several cost reduction strategies that
resulted in a proportion of labour costs being transformed into service contracts and IT
professional costs, mostly offset by increased restructuring costs charged against profit and
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the first time inclusion of labour expense related to RWC, Keycorp and TelstraClear in the fiscal
2002 half year.

Excluding restructuring costs and these labour expense items and after eliminating labour
expense relating to our Global Wholesale business from the fiscal 2001 half year, underlying
labour expense fell by 10.3% in the fiscal 2002 half year compared with the fiscal 2001 half year
reflecting a reduction in the underlying labour force of 4,778 full time staff. In the fiscal 2001
half year, restructuring costs of A$242 million were mostly paid out of a provision raised in
fiscal 2000.

Our cost reduction initiatives have reduced payments for overtime. Contractor and agency
payments have also decreased from a combination of increased efficiencies and process
improvements, and the conversion of some flexible labour force back to full time staff in key
front of house areas.

Award staff received an increase of 4% in December 2001 in accordance with the current
enterprise agreements. This was the second increase of 4% after the initial increase in
December 2000,

Based on the latest actuarial advice provided on the financial position of the defined benefit
superannuation funds as at 30 June 2000, we anticipate that a surplus in the superannuation
schemes will continue. Assuming the continued sound performance of the superannuation
fund, employer contributions will not be required in fiscal 2002, 2003 and 2004.

Direct cost of sales

The following table shows a breakdown of our direct cost of sales.

Table 17 - Direct cost of sales

Half Year ended 31 December

2001 2000 Change Chﬂnge
(in A$ millions) %
Direct cost of sales - underlying 1,685 1,612 73 4.5
Adjustments 277 197 80
Total direct cost of sales - reported 1,962 1,809 153 8.5

Our reported direct cost of sales increased moderately during the fiscal 2002 half year
compared with the fiscal 2001 half year principally due to increased mobile handset sales and
increased payments to other carriers to terminate outgoing calls made by our customers.
Partially offsetting these increases was the elimination of A$197 million of direct cost of sales
relating to our global wholesale business sold to Reach. Eliminating direct cost of sales relating
to RWC, Keycorp and Telstra Clear from the fiscal 2002 half year result and direct cost of sales
of our global wholesale business from our fiscal 2001 half year result, our underlying direct cost
of sales increased by only 4.5% in the fiscal 2002 half year compared with the fiscal 2001 half
year.

Directly variable mobile costs have remained flat largely due to:

¢ lower commission rates, partly offset by anincrease in volumes from the increased
postpaid customer base; and

* anincrease in dealer incentives paid to indirect distributors attributed in part to
increased postpaid connections with handsets and for CDMA connections to create
demand and increase the subscriber base.

s Flat handset subsidies despite 19% increase in postpaid activations due to:

e reduced rebate on prepaid connections following increased focus on growing the
customer profitability of the prepaid product;
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e higher proportion of 24 month contracts resulting in increased deferred rebates;
and

e anaverage subsidy reduction of 20% introduced in October.
Consistent with the increase in domestic mobile handset revenue from higher volumes, the cost
of our domestic mobile handsets increased in the fiscal 2002 half year. In addition the

percentage of the more expensive postpaid handsets resulted in a higher average cost per unit
than in the fiscal 2001 half year.

Network payments increased in the fiscal 2002 half year largely due to increased volumes and
higher terminating traffic caused by:

¢ increased mobile voice and data (SMS) traffic terminating on other networks, partly
offset by lower interconnect rates;

¢ highervolumesininternational direct, internet access and international private lines
and increase in network costs associated with higher international roaming traffic.

Costs of external construction primarily related to the cost of construction activities provided
by NDC to external parties decreased reflecting a slow down in the construction market.

Paper purchasing and printing costs increased in the fiscal 2002 half year due to the printing of
additional new telephone directories, and information service provider payments increased
mainly as a result of the increased volume of content provided on the Telstra.com portal.

Depreciation and amortisation
The following table shows information about our depreciation and amortisation charges.

Table 18 - Depreciation and amortisation

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %

Depreciation - underlying 1,202 1,147 55 4.8
Amortisation (excluding goodwill) - underlying 211 181 30 16.6
Amortisation (goodwill) - underlying 4 13 (9) (69.2)
Total depreciation and amortisation 1,417 1,341 76 5.7
Adjustments 157 36 121
Total depreciation and amortisation - reported 1,574 1,377 197 14.3

The increase in reported depreciation and amortisation (excluding goodwill) was mainly
attributable to the growth in the communications plant asset base, and capitalised software
development, which is consistent with our level of capital expenditure activity over recent
years, and first time depreciation and amortisation costs of A$157 million relating to RWC,
Keycorp and Telstra Clear.

The increase in reported depreciation and amortisation was offset in part by:

s retirements of assets;

e minor adjustments to asset service lives;

e sale and leaseback of IT midrange equipment and mechanical aid assets, and

e theelimination of depreciation and amortisation expenses of our Global Wholesale
business sold to Reach in February 2002.

The reduction in underlying® goodwill amortisation was driven by a review of the service life of
goodwill for Pacific Access in fiscal 2001, resulting in a revision of service life from six years to 20
years.
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Other operating expenses
The following table includes information about our other operating expenses.

Table 19 - Other operating expenses

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Total other operating costs - underlying 1,639 1,506 133 8.8
Adjustments 282 491 (209)
Total other operating costs - reported 1,921 1,997 (76) (3.8)

Other underlying®operating expenses in the fiscal 2002 half year reflected the following:

e bad debtsin the fiscal 2001 half year included the benefit of a write back due to the
settlement of disputed amounts for which we had provided in prior years, and a general
reduction in provision for doubtful debts following a more detailed review of the
methodology applied to this assessment;

e anoverall increase in service contracts and agreements, which included network
maintenance, fault repairs, pre provisioning and activation work. This increase was
attributable to both increases in volume and price, as well as other minor issues such as
an increase in maintenance costs for the CDMA network as costs were previously
covered by warranties. The increase was mostly due to the use of outsourcing
agreements in place of full time staff but were more than offset by reduced labour costs;

e IT professional services increased mostly due to the outsourcing of our billing function,
which was previously handled internally and treated as a labour expense;

e |Tleasing costs increased due to the sale and leaseback of the IT Midrange equipment
offset by depreciation savings.

e general discretionary items such as consultancy, promotion and advertising, travel and
administration expenses continue to decrease in line with cost reduction initiatives; and

¢ legal expenses have decreased due to the resolution of a number of matters.

Our underlying other operating expenses for the fiscal 2002 half year exclude A$26 million for
the writedown of investments, A$113 million asset and investment sales and other operating
costs of A$143 million incurred by RW(, Keycorp and TelstraClear.

Our underlying operating expenses for the fiscal 2001 half year exclude A$41 million for the
writedown of investments, A$235 million relating to the sale of investments in Computershare
Limited and Extant, A$187 million from the sale and leaseback of our IT mid range equipment,
other property, plant and equipment sales of A$3 million and A$25 million of other operating
costs relating to our global wholesale business sold to Reach.
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Share of net equity accounted losses

The following table shows information about our share of net losses of associates and joint
ventures.

Table 20 - Share of net losses of associates and joint ventures

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Share of net losses of associates and joint venture entities -
underlying 65 55 10 18.2
Adjustments 28 109 (81)
Share of net losses of associates and joint venture entities -
reported 93 164 (71) (43.3)

Underlying net equity accounted losses have increased largely due to increased losses from:

Xantic, A$15 million

Dynegy Connect, $8 million; and
TelstraSaturn, $5 million, offset by
Solutions, (A$27 million).

We incurred equity accounted losses from our 50% interest in Foxtel of A$24 million for the
fiscal 2002 half year compared with A$23 million for the fiscal 2001 half year.

Excluded from our underlying” net equity losses is the current year equity accounted profits of
$20 million for Reach and $48 million Saturn pre-acquisition costs, and in the prior year Saturn
$10 million loss for December 2000, and $99 million which is attributable to the writedown of
our goodwillin the listed equity accounted investments: Solutioné, My Internet, Saturn and
Xantic.

Interest expense and treasury operations

Net interest expense increased in the fiscal 2002 half year over fiscal 2001 half year mostly due
to a higher level of net debt following our investment in the Asian ventures. Partly offsetting
this was a reduction in interest on our bond portfolio due to maturities.

Table 21 - Net interest

Half Year ended 31 December

2001 2000 Change Change
(in AS millions) %
Gross interest expense 471 411 60 14.6
Less: capitalised interest (54) (60) 6 (10.0)
417 351 66 18.8
Interest income (67) (38) (29) (76.3)
Net interest 350 313 37 11.8

Income tax expense

Our income tax expense on reported profit after tax declined by 30.1% to A$992 million in the
fiscal 2002 half year. This was due to the fiscal 2001 half year including the tax effect of the
superannuation contribution writeback of A$247 million and an unusually high level of asset
and investment sales.

Income tax expense on underlying’ profit after tax declined by 8.6% to A$1,001 million. With
underlying® profit before tax growing only 1.1%, the decrease in income tax expense is
attributable to the reduction in the rate of company income tax from 34% to 30% which was
offset by an increase in estimated non-deductible expenditure relating to Reach.
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Dividends

On 6 March 2002, we declared a fully franked (at a 30% tax rate) interim dividend of 11 cents
per share, amounting to A$1,415 million. This dividend payout was based on the reported net
profit after tax for the fiscal 2002 half year.

The interim dividend will be paid to shareholders on the 29th of April 2002.
Liquidity and capital resources

Capitalisation

The following table shows our capitalisation in accordance with Australian GAAP as at 31
December 2001.

Table 22 - Capitalisation

As at 31 December 2001
(in millions)
A$ uss®
Cash®™ 652 334
Short-term debt 3,509 1,796
Long-term debt
Telecom/Telstra bonds (unsecured) 2,109 1,079
Loans (unsecured) 8,358 4,277
Financed leases 28 14
Total long-term debt 10,495 5,370
Shareholders equity
Ordinary shares (12,866,600,200 fully paid
ordinary shares Issued) 6,433 3,292
Reserves 56 29
Retained earnings 7,507 3,841
Minority interests® 531 272
Total shareholders’equity™® 14,527 7,434
Total capitalisation®™ 28,531 14,600

@ For purposes of calculating net debt, we also had other interest bearing financial
assets of A$1,674 million, and non interest bearing loans to employees of A$250
million.

@ Translated at the noon buying rate on 31 December 2001 of A$1.00 = US$0.5117. The
noon buying rate on22 February, 2002 was A$1.00 = US$0.5133.

@ Includes the current portion of long-term debt.

@ Minority interests are not classified as shareholders’ equity under US GAAP.

®" Total shareholiders’ equity under US GAAP is A$17,968 million.

® Total capitalisation consists of short-term debt, long-term debt and shareholders’
equity, including minority interests

@ In the period 1 January to 6 March 2002, there have been no issues of shares or long-
term debt
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Cash flow

The following table includes information about our cash flows.
Table 23 - Cash flow

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Net cash provided by operating activities 2,856 2,665 191 7.2
Net cash used in investing activities (1,483) (1,480) 3 0.2
Free cash flow 1,373 1,185 188 15.9
Net cash used in financing activities (1,829) (999) 830 83.1
Net increase/(decrease) in cash (456) 186 (642) N/M

Free cash flow for the period increased 15.9% to $1.4 billion, reflecting the ability of the
business to continue to generate substantial cash flows from operations.

Net cash provided by operating activities for the half year 2002 increased by A$191 million or
7.2% over the fiscal 2001 half year principally driven by increased revenue from customers.

This growth in operating cash flow was offset in part by:
o higher payments to suppliers and employees;

® increased net interest payments; and
e higher taxes paid.

Table 24 - Net cash used in investing activities

Half Year ended 31 December

2001 2000 Change Change
(in A$ millions) %
Switching _ 238 321 (83) (25.9)
Transmission 254 244 10 4.1
Customer access 508 476 32 6.7
Mobile telecommunications networks 89 263 (174) (66.2)
Broadband network 22 12 10 83.3
International telecommunications infrastructure 21 56 - (35) (62.5)
Capitalised software 285 337 (52) (15.4)
Other™® 299 330 (31) (9.4)
Sub total capital expenditure 1,716 2,039 (323) (15.8)
Capitalised interest included in above (54) (60) 6 10.0
Capital expenditure excluding capitalised interest 1,662 1,979 (317) (16.0)
Add: investments 100 100 0 0.0
Capitalised expenditures (excluding interest) and investments 1,762 2,079 (317) (15.2)
Sale of capital equipment, investments and other (279) (599) 320 53.4
Net cash used in investing activities 1,483 1,480 3 0.2
Capital expenditures (including interest) and investments 1,816 2,139 (323) (15.1)

®  “Other” includes IT equipment for on line products network power and air-conditioning, Regional Wireless Company
operating capex, customer radio equipment non-network properties.

Operational capital expenditure for the fiscal 2002 half year, excluding any investments, has
been reduced by 16% to A$1.7 billion.

This was in line with expectations of an annual operational capital expenditure well below the
capital expenditure of around A$4.5 billion recorded in the 2001 fiscal year.

The key areas of movement for the fiscal 2002 half year compared with the fiscal 2001 half year
have been:

e (DMA coverage rotlout was completed in the fiscal 2001 half year. As a consequence
CDMA spend is lower in the fiscal 2002 half year;
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e investmentin GSMin the fiscal 2002 half year has been reduced through utilisation of
spare capacity including re-use of Olympics equipment;

e demand for Wideband products has slowed in the fiscal 2002 half year.

e investment in the development and enhancement of IT systems applications has been
reduced through better capital management.

e global wholesale capitalis included in the fiscal 2001 half year. In the fiscal 2002 half
year expenditure of this type is incurred directly by Reach.

Investing cash flow was held flat at A$1.5 billion. Capital expenditure (including investments)
declined by A$317 million or 15.2%, while proceeds from asset and investment sales declined
by A$320 million.

Investment sales declined owing to ldrger receipts in the prior year from both the sale of:

e Computershare - Current period A$155 million, prior period $386 million;
e |Tequipment sale and leaseback - Current period $23m, prior period A$111 million.

Investments remained constant at A$100 million. Investments in the current period included
Foxtel A$28 million, TelstraSaturn A$26 million and the acquisition of TelstraClear A$40 million.

Cash used in financing activities increased by 83.1% in the fiscal 2002 half year compared with
the fiscal 2001 half year reflecting a net repaying of debt in the fiscal 2002 half year of A$414
million compared with a net drawdown of debt of A$288 miillion in the fiscal 2001 half year,
together with a net increase in dividends paid of A$128 million.

Capital resources

Cash and cash equivalents at the end of the fiscal 2002 half year were A$652 million, compared
with A$941 million at the end of the fiscal 2001 half year. At 31 December 2001, our total debt
was A$14,004 million with net debt of A$11,428 million after deducting cash of A$219 million,
other interest bearing financial assets of A$2,107 million and loans to employees of A$250
million. Approximately 21% of our total debt consisted of domestic borrowings with the
balance sourced from a variety of offshore markets. Our current debt that matures in less than
12 months comprised approximately 21% of our total debt, which had an average maturity of
approximately four and a half years.

We have access to A$500 million and US$150 million of committed standby bank lines, and
A$1.25 billion of an undrawn committed syndicated loan is available until September 2005.
These standby lines comprise bilateral arrangements with seven banks which fall due for
renewal at various times throughout the year. We have three commercial paper programmes
with a total borrowing capacity of A$2 billion, US$4 billion and Euro 4 billion. In each case, we
issue commercial paper through dealers on a best endeavours basis. Our commercial paper
facilities are not committed and do not provide guaranteed access to funds.

Other than borrowings in foreign currency specifically held as hedges against foreign currency
assets, all foreign currency borrowings are fully hedged at drawdown to A$ equivalents using
cross currency swaps and we do not use derivatives for speculative purposes. Our foreign
currency exchange risk is managed centrally by our Treasury group.

We had net current liabilities of A$3,330 million at 31 December 2001, compared with A$3,237
million at 31 December 2000.

In the fiscal 2002 half year, our negative working capital increased largely due to a reduction in
cash and cash equivalents and other financial assets and an increase in current borrowings.
These were offset in part by a decrease in trade creditors and revenue received in advance. In
the fiscal 2001 half year, our negative working capital decreased due to an increase in trade
receivables combined with a reduction in trade creditors and provisions.

25

000070




[V Wiy VI BRI M R TR WALR S IRl NEIVWS WIHIVVIIGWGITTSIIL VTRV AV A

Our current liabilities are typically in excess of our current assets, which is in common with
most international telecommunications companies. We believe that our negative working
capital position does not create a liquidity risk because we can delay the timing of our
discretionary capital expenditures should cash inflows from our diverse customer base
diminish at any pointin time. Also, our standby bank lines and commercial paper programmes
provide us with additional sources of liquidity, should the need arise.

Expenditure commitments

In the ordinary course of business we enter into long-term agreements for the supply of
products and services to support our business needs. Whilst the liability under these
agreements only arises on supply, we have a commitment to acquire the particular products
and services. At 30 June 2001, these agreements included commitments for capital
expenditure including software to be developed for internal use of A$1,241 million, operating
leases of A$840 million and finance leases of A$40 mitlion.

In addition at 30 June 2001 we had long-term commitments for items of general expenditure
totalling A$3,724 million, which included:

e our 50% share of the Foxtel partnership’s commitment to acquire programming which is
subject to minimum subscriber guarantee levels totalling A$982 million; and

e commitments to acquire Information Technology services from IBMGSA totalling $2,024
million.

The changes of significance to our expenditure commitments since 30 June 2001, are as
follows:

e since 31 December 2001, our 50% owned partnership Foxtel has increased its minimum
subscriber guarantee commitments under a new perpetual pay television programming
agreement for Foxsports. The effect of this has been to increase our share of the Foxtel
minimum subscriber guarantee commitments by approximately A$46 million per
annum. The guaranteed minimum number of subscribers under this new agreement
has already been exceeded.

» subject to certain conditions being met, Foxtel has granted a non-exclusive licence to
Optus Vision Pty Limited (Optus) to distribute Foxtel subscription television channels on
the Optus Television cable pay TV service, for the period 1 November 2002 to 31
December 2010. Subject to the consent of content providers Foxtel will supply some
Optus channels over the Foxtel platforms. Foxtel will assume certain minimum
subscriber obligations of Optus under its movie and other content arrangements. Our
share of these obligations is up to a maximum of approximately A$275 million. Optus
will pay fees to Foxtel for a guaranteed minimum number of subscribers, which
decreases Foxtel's commitment above; and

e Foxtel has entered into a 15 year agreement to acquire capacity on the Optus C1
satellite. Our share of this commitment is A$25 million per annum, increasing to A$30
million per annum over the term.

Due to the joint and several nature of the Foxtel partnership agreements, we are also
contingently liable to the extent of our Foxtel partners’ share of these commitments, should
Foxtel and/or the other Foxtel partners default on their payment obligations under these

agreements.
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New business ventures®

New business ventures® are excluded from our underlying® results as there was no prior period
comparison. The following is a summary of the current financial performance of the key new
business ventures®.

RWC/HK CSL
Table 25 - RWC[HK CSL Performance

Half Year ended 31 Full Year ended 31 December
December 2001
2001 2000
HK$ A$ HK$ HK$  Change

million™  million™ million®” million'” %
Total revenue 2,298 577 4,690 5,172 (9)
EBITDA 697 172 1,364 1,186 15
EBIT 401 30% 801 789 2
CAPEX 180 44 402 605 (34)
Key performance indicators
EBITDA margin 30% 30% 29% 23%
ARPU (HK$) 396 410 454 (10)
Churn rate : 3.8% 3.6% 3.4%

Customer No. (k) 1,066 1,066 995 7

@ Amounts presented in HK$ have been prepared in accordance with HKGAAP. Amounts presented in A$ have been prepared in

accordance with AGAAP.

@ A$ results include: AGAAP depreciation of assets at fair value and the amortisation of intangibles (including goodwill)

recognised at acquisition.

Fierce competitionin the local cellular market has seen revenue decline by 9% for the 12
months ending 31 December 2001. Areduction in handset subsidies and continuous efforts to
reduce roaming & IDD disbursement resulted in EBITDA growth of 15%. EBITDA margin
improved from 23% to 29%.

EBIT grew modestly at 2%. Excluding the general provision on TDMA network of HK$100
million, the pro forma EBIT was 14% higher than last year.

In view of the saturated mobile market (penetration rate of 83%) and poor economic
environment, CSL management adopted a cautious approach on capex spending resulting in
total spending of HK$402 million for the year. The amount was 34% less than the spending in
prior year. CSL with a market share of 20% (ranking second after Hutchison), was the only
profit making operator in the Hong Kong market.

During the year, CSL achieved customer growth of 7% at the expense of a 10% APRU drop. Yet
ARPU was still substantially higher than the market average ARPU of HK$220 which
represented a drop of 18-19% over the 12 month period.

Reach

In December Reach acquired the Asian assets of Level 3 Inc. This transaction will provide Reach
with substantial Asian and trans-Pacific capacity at a much lower cost than it would take to
build, while increasing its capability to deliver end-to-end services to new markets such as
Japan, Taiwan, and in the longer term, Korea.

The arrangement involves the acquisition of network facilities and operations including
customers, in-country networks, data centres, US$90 million of working capital and Level 3’s
ownership interests in the Tiger and Japan-US cable systems. It will also assume Level 3 Asia’s
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capital and operating cost obligations of around US$170 million over 12 months for the
completion of the submarine cable systems.

Table 26 - Reach Performance

Half Year ended 31 December 11 months to 31 December

2001 2001?
US$ million A$ million US$ million A$ million

Total revenue 663 1,297 1,281 2,506
EBITDA 211 413 398 779
EBIT 127 248 180 352
Net profit 58 116 48 94
Telstra 50% share 58

Less amortisation of goodwill (60)

Add amortisation of unrealised profit 22

Equity accounted contribution 20

EBITDA margin 31.8% 31.1%

EBITDA/Gross interest (times) 4.2x 4.3x

w Amounts presented for the half year ended 31 December 2001 have been prepared in accordance with AGAAP.

@ Amounts presented for the 11 months to 31 December 2001 have been prepared in accordance with USGAAP.

During the fiscal 2002 half year, Reach has continued to experience pricing pressure and lower
than anticipated volume growth consistent with the trends in international
telecommunications markets.

Reach is expected to benefit from continuing industry consolidation.

TelstraClear

In December 2001, we increased our holding in our joint venture TelstraClear Limited (formerly
TelstraSaturn Ltd) by 8.43%. As aresult, our 58.43% interest represents a controlling interest in
this company. At the same time, we acquired the Clear Communications Limited group.
TelstraClear is the second largest full service carrier in New Zealand. New Zealand is a
strategically important market for Telstra’s Trans-Tasman customers, and this acquisition
enables these important customers to receive the same end-to-end services that Telstra
provides, in a seamless way.

Consideration for this acquisition was A$40 million (NZD $50 million). Upon acquisition of our
additional 8.43% controlling interest, the total goodwill relating to TelstraClear is A$80 million.

Critical accounting policies

Our consolidated financial statements, have been prepared in accordance with accounting
principles generally accepted in Australia. The preparation of our financial statements requires
management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses and the disclosure of contingent assets and liabilities. We
continuously evaluate our estimates and judgements including those related to customer
incentives, bad debts, inventories, investments, intangible assets, income taxes, financing
activities, restructuring costs, retirement benefits and contingencies and litigation. We base
our estimates and judgments on historical experience and on various other assumptions that
are believed to be reasonable under the circumstances, the results of which form the basis for
making judgements about the carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates under different
assumptions of conditions.

Our accounting policies have been developed over many years as the telecommunications
industry and Generally Accepted Accounting Principles or “GAAP” have evolved. As our
financial statements are prepared under Generally Accepted Accounting Principles in Australia
or “AGAAP” our accounting policies are necessarily compliant with all aspects of AGAAP,
AGAAP is based on a ‘substance over form’ conceptual framework which requires us to look
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through the legal interpretation of an arrangement or transaction to its underlying purpose
and to reflect it in our financial statements on that basis.

In developing accounting policies, in addition to AGAAP requirements, we also consider
telecommunications industry practice in other countries. Wherever possible we also align our
accounting policies with generally accepted accounting principles in the United States.

In all material respects, our accounting policies are applied consistently across the group, and
to the extent that the policies of an associate differ materially from ours, adjustments are
made to the associates’ results to align them with our accounting policies.

The following are the critical accounting policies applied in producing Telstra’s AGAAP financial
statements:

e Revenuerecognition. Telstra recognises revenues when they are earned through the
delivery of a product or service. Telecommunications revenues are recorded at amounts
billed plus an appropriate accrual for calls made since the last billing date. Revenues
which relate to more than one period, such as connection fees, are deferred and
amortised into sales revenue over the expected period of benefit. Advertising revenues
derived from producing directories are recognised when the particular directory is
published.

» Carrying value of investments. We assess the carrying value of our interests in
controlled entities, associates, partnerships and other investments, including acquired
goodwill and other intangible assets, for impairment at least bi-annually. Our
assessments vary depending on the nature of the particular investment concerned and
generally include methodologies such as discounted cash flow analysis, review of
comparable revenue or earnings multiples, or in the case of listed investees monitoring
of share prices. These methodologies sometime rely of factors such as forecasts of
future performance and long-term growth rates of the investee, selection of discount
rates and appropriate risk weightings, determination of appropriate comparable
entities and multiples. If these forecasts and assumptions prove to be incorrect, we may
be required to write-down these investments.

e Carrying value and depreciation of fixed assets. We assess the recoverable amounts of
our fixed assets bi-annually based on expected future net cash flows discounted to
present value. Where assets can be shown to be working together to generate net cash
flows, this assessment is performed over the group of assets rather than individually. If
our estimates prove to be incorrect we may be required to writedown assets in the
future. In addition, we assess the appropriate service lives of our fixed assets on an
annual basis. This includes a comparison against international trends for
telecommunications companies. In relation to communications assets this assessment
includes a determination of when the asset may be superseded technologically. If our
assessments of useful life prove to be incorrect, we may incur either higher or lower
depreciation charges in the future, or, in certain circumstances be required to write-
down these assets.

o Deferred expenditure and research and development. We only defer expenditure
where it is probable that the future benefits embodied in the particular asset will
eventuate and can be reliably measured. Otherwise expenditures are expensed as
incurred. In relation to Research & Development, we expense all costs unless
recoverability is beyond reasonable doubt in which case we capitalise the expenditure.

¢ Doubtful debts. We maintain provisions for doubtful debts arising from the inability of
our customers to pay amounts due to us for services rendered to them. These provisions
are based on historical trends and management’s assessment of general economic
conditions. If the financial condition of our customers deteriorates these provisions
may not be sufficient and may lead to an increase in bad and doubtful debts expense.
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Related party transactions

The following discussion summarises our significant transactions with related parties other
than our controlled entities.

Reach

In February 2001 we formed Reach, a 50:50 joint venture with PCCW, which merged our
respective international infrastructure assets. Reach provides wholesale voice, data and
internet connectivity services in the Asia-Pacific region. On the sale of our global wholesale
business to Reach, we recognised 50% of our profit on the sale in fiscal 2001 and the balance
has been deferred and is being credited to profit and loss over 20 years. For the fiscal 2002 half
year, in difficult market conditions Reach generated total revenues of A$1,297 million and a net
profit of A$116 million. After deducting goodwill amortisation and adding back the
amortisation of our unrealised profit, our equity accounted profit from Reach was A$20 million
for the fiscal 2002 half year. Our carrying value of our interest in Reach was A$865 million at
December 31, 2001.

Upon the formation of the Reach joint venture with PCCW, we and PCCW entered into
contractual arrangements with Reach for the provision of voice, data and internet connectivity
services. We use these services primarily in connection with our retail international
telecommunications businesses. Under these arrangements, we agreed to purchase these
services for an initial period as required based on prices determined before the venture
commenced. For the six months ended 31 December 2001, we purchased approximately A$400
million of services from Reach.

In December 2001, Reach acquired the Asian assets of Level 3 Inc. This transaction will provide
Reach with additional Asian and trans-Pacific capacity at a much lower cost than self
constructed assets. The additional capacity will enable Reach to deliver end-to-end services to
new markets, such as Japan, Taiwan and, in the longer term, Korea. Under the arrangement,
which did not involve a cash payment by Reach, Reach acquired network facilities and
operations, including customers, in-country networks, data centres, US$90 million of working
capital and Level 3’s ownership interests in the Tiger and Japan-US cable systems. Reach also
assumed Level 3's capital and operating cost obligations of around US$170 million over 12
months for the completion of the submarine cable system.

Reach is currently operating in an extremely difficult market environment, which has been
adversely affected by a number of factors, including:

e world economic downturn and slower than expected growth in demand for cross border
connectivity services;

s anumber of distressed competitors facing financial difficulties; and

e resultant oversupply of infrastructure and capacity in Asia and worldwide.
Notwithstanding the current market conditions we and PCCW believe that Reach has the
opportunity to consolidate its position and take advantage of the availability of distressed
assets to underpin its longer term position in the market. The acquisition of Level 3’s Asian
assets, as mentioned above, was undertaken in this belief.

We and PCCW have, historically, been substantial acquirers of cross border connectivity
services as supplied by Reach. We expect to continue to require these services to support our
domestic businesses. Without access to these services we could potentially have short to
medium term vulnerability particularly if a market recovery should occur and suppliers of such
services were to take advantage of stabilising prices and resurgent demand.

Given the changing market, we and PCCW have focused on expanding the market and product
opportunities for bandwidth and have agreed in principle to enter into short term
arrangements, from 1 January 2002, under which Reach’s prices have been adjusted to levels
we believe are in line with current market prices; and which will commit us both to aggregate
purchase levels. Our proposed commitments under these arrangements have regard to our
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future capacity needs and opportunities for growth as well as Reach’s minimum earnings
requirements under its financing arrangements.

We expect that our payments to Reach for the 12 months ending 31 December 2002, will
amount to approximately A$800 million, compared with the 11 months to 31 December 2001 of
approximately A$700 million. We currently have initiatives underway to identify ways to
utilise the additional capacity. Underthe arrangements, we will be committed to purchase
well in excess of historical capacity requirements. Despite these initiatives, we may still have
payments for excess capacity and to that extent payments for a portion of that excess capacity
may not be tax deductible.

FOXTEL

Our 50% owned pay-TV joint venture, FOXTEL, uses capacity on our Hybrid Fibre Co-axial cable
network. As part of the partnership arrangements, we receive a distribution from FOXTELfor
services supplied to it based on a percentage of its revenues.

IBMGSA

We have a 22.6% interest in IBM Global Services Australia Limited (IBMGSA). We have
outsourced our data centre operations and a significant proportion of our applications
maintenance and enhancement activities to IBMGSA for a ten year period commencing July
1997.
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Media Release

6 March 2002 44 /2002

Telstra Reports Solid Results

Telstra Corporation today reported solid earnings for the half-year ended 31 December 2001 and declared an
interim dividend payment to shareholders of 11 cents per share, up 38 percent.

Telstra’s mobile business success, continuing improvements in customer service, strong cashflows, capital
management, ongoing cost control and positive moves in the International portfolio were highlights of an
active six months, CEO Ziggy Switkowski said today. ‘

Telstra reported that earnings before interest and tax (EBIT) after normalisation grew two percent to $3.583
billion with underlying earnings before interest, tax, depreciation and amortisation (EBITDA) growing by
three percent to $5 billion. '

Underlying profit after tax and minorities grew six percent to $2.234 billion.

Dr Switkowski said the first half result was ahead of Telstra’s expectations for flat growth, outlined at the full
year results and the annual general meeting last year and was a pleasing outcome.

"Telstra’s headline net profit of $2.098 billion is 20 percent down on the previous corresponding half. The key
difference is that in the previous corresponding period we had the effect of the one-off benefits of the
superannuation writeback and the sale of part of our interest in Computershare,” he said.

"The half year result shows we are moving in the right direction and we are well positioned to leverage any
upswing in the industry.

“We are an integrated, full service telco which was further enhanced yesterday through agreements with our
FOXTEL partners to bundle FOXTEL’s subscription TV with telephone and internet service onto a single
Telstra bill.

“Additionally, we have a strong balance sheet and AA- credit ratings which set us apart from our global telco
peers," he said.

The result also shows:

= Underlying sales revenue rose by two percent to $9.625 billion with strong growth coming primarily from
mobile services.

= Telstra's overall free cash flow increased by 15.9 percent to a solid $1.4 billion, demonstrating the
effectiveness of the Company’s capital management processes, and adding to the strength of the
Company's overall balance sheet.

Telstra limited its underlying operating expense growth (before depreciation, amortisation and interest) in the
period to 1.2 percent and carefully managed capital expenditure, down by 16 percent to $1.7 billion, while at
the same time improving service levels and the durability of its network.

Telstra Corporation Limited
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Dr Switkowski said Telstra Directors demonstrated their confidence in the future performance of the
company by declaring a dividend of §1.4 billion — 11 cents a share, up from eight cents last year, and
fully franked at a 30 percent tax rate. However, he emphasised that while the interim dividend had been
increased to the same level as last year’s final dividend, it should not be assumed that the final dividend
in the current year would be increased.

"Our major growth driver over this period was the Mobiles business posting double digit revenue
growth and continued strong EBIT performance. Data revenue was down due to competitive pricing but
volumes continue to grow showing underlying strong demand for services," he said.

"Our ADSL infrastructure and offerings are on track to meet all foreseeable customer demand, and our
retail consumer segment continues to have good momentum.

"Telstra is facing fierce competition, especially in the corporate sector, and intense pricing pressure
across all products and services.

"Mobiles services growth reflects the strength and robustness of our two networks and the fact that we
offer the best service and coverage for our customers both in metropolitan and regional Australia," he
said.

Dr Switkowski said Telstra's international investments were expected to make substantive contributions
in the years ahead. The company was pleased with the progress and leadership of CSL, its Hong Kong
wireless investment, as it continued to outperform the Hong Kong market in key measures such as
ARPU and profitability.

He said in New Zealand, the integration of Clear and TelstraSaturn to form TelstraClear was moving
quickly and positioned it as a credible number two in the market.

"Telstra’s international connectivity joint venture, Reach, while operating in an extremely competitive
market, in which deep discounting is a feature, has produced profits in line with expectations, but at the
low end of expectations. Meanwhile, Reach's acquisition of the Asian assets of Level 3 on highly
attractive terms has significantly enhanced the company's competitiveness and accelerated its entry into
key markets in North Asia," he said.

Telstra, like so many other companies, had experienced a demanding six months competing for the
consumer dollar while steering around the structural changes occurring across the industry, but it had
demonstrated an ability to improve services to customers and defend market shares at the same time as
containing costs.

Dr Switkowski praised the efforts of many thousands of Telstra staff who deserved credit for their
efforts in getting Australians back on line during the recent bushfires, floods and other natural disasters.

- 0-

For more information contact:
Michael Grealy, National Manager Media Relations
Telephone: (02) 9206 0106 Mobile: 0419 217 343

Angela Martinkus, Manager Public Affairs Finance and Administration
Telephone: (03) 9634 3872 Mobile: 0408 997 420

The media conference is webcast through the Telstra NewsRoom at
http://www.telstra.com.aw/newsroom/webcasts.cfm?webcast=401 from 1:00pm.

Telstra Corporation Limited
ABN 33051775556
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Statement of Financial Performance

forthe half-year ended 31 December 2001

Telstra Corporation Limited and controlled entities

Telstra Group
Half-year ended
31 December
2001 2000
Note $m $m
Ordinary activities
Revenue
SAlESTEVENUE . . . o vt e e e e 1 10,266 9,758
Otherrevenue. . . . . . . . i e e e 3 346 1,553
10,612 11,311
Expenses
Labour . . e 1,459 1,568
Employeeredundancy ... ....... ... . 93 3
Directcostofsales . . . . ... . . . e 1 1,962 1,809
Depreciation and amortisation . . .. . ... ... .. L oo 1,574 1,377
Other eXpenses . . . . ..o ittt e e 3 1,921 1,997
7,008. 6,754
Borrowingcosts . . .. ... . ... ... 2 417 351
Share of net losses of associates and joint ventureentities. . . . .. ... ... ..... 6 .93 164
7,519 7,269
Profit beforeincometaxexpense . . . ... ....... ... .. .. .. ... 2 3,093 4,042
Income tax expense . . . .. .. e 992 1,433
Effect of decrease in tax rates on deferred taxbalances . . . ... ............... - (13)
Totalincometaxexpense ... ... ... .. ... i 3,4 992 1,420
Netprofit . ... ... ... . . .. . e 2;101 2,622
Outside equity interests in net (profits)flosses . . .. ......... ... ... ... ..., (3) 1
Net profit available to Telstra Entity shareholders. . . . ... ... ... ... .. .. 2,098 2,623
Other valuation adjustments to equity
Net exchange differences on conversion of non-Australian controlled
entities’ financialstatements . . . . ... ... .. . L e (9) 6
Share of associated and joint venture entities’reserves . . . .. .. ..... ... ... ... (2) 14
Valuation adjustments available to Telstra Entity
shareholders and recognised directlyinequity . . .. ........... ... ... .. (11) 20
Total changesin equity other than thoseresulting from transactions
with Telstra Entity shareholdersasowners. . . . . ........... ... ... ... ... 2,087 2,643
Dividends providedfororpaid. . .. . ... ... ... .. 1,415 1,029
[ ¢
Interimdividend pershare(cents). . . ... .......... ... ... ... ... . .. ... 11.0 8.0
Basic and diluted earnings pershare(cents) . . . .. ........ ... ... ... . ... 16.3 20.4

The notes following the half-year financial statements form part of the half-year financial report.
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Telstra Corporation Limited and controlled entities

Statement of Financial Position

as at 31 December 2001
Telstra Group
asat
31 Dec 30 June 31 Dec
2001 2001 2000
Note $m $m $m
Current assets
CaSh . . o 652. 1,077 941
Receivables . . . .. o e e e 3,940 4,307 3,955
INVentOTiEs. . . . . oo e e e 286 320 379
Otherassets . . . . . oo it e e 656 549 335
Totaleurrent@ssets . . . . . . . e 5,534 6,253 5,610
Non current assets
Receivables . . . . . o e e e e e e 1,866 1,803 280
Inventories. . . . . . . . . e e 22 8 35
Investments - accounted for using theequitymethod. . . . ... ... ... .. o oL 1,084 1,259 401
Investments - Other. .. .. .. .. i i e e e e e e e e e 111 143 258
Property, plantandequipment . . . . .. ... ... L L 23,699 22,803 22,537
Futureincometaxbenefit . .. .. .. ... .. . . e 95 114 65
Intangibleassets . . ... ... . ... e 3,063 3,012 509
Other AS58YS . . . o i e e e e e e 2,171 2,078 1,566
Total NONCUITENE @SSELS . . . . o . ot o e e e e e et et e e e e 32,111 31,220 25,651
Totalassets . . . .. . . ... .. e 37,645 37,473 31,261
Current liabilities
Payables . . . .. . .. e 2;531 2,872 2,281
BOITOWINGS. « . o o o v ot ittt e e e e 3,509 2,604 3,658
Incometaxpayable . . .. ... ... 476 657 618
PrOVISIONS . o o e e e e e e e e e e e e e 1,904 2,018 1,763
Revenuereceived iNn QdVANCE . . . . . . .. 0 i e e 859 1,128 527
Totalcurrent liabilities . . .. . ... . e e 9,279 9,279 8,847
Non current liabilities
Payables . . . .. o e 95 120 158
BOMTOWINGS . . o oot e 10,495: 11,386 6,554
Incometaxpayable . .. . ... .. 45 91 137
Deferred income taXx . . . .. v i oo e e e e e 1,880 1,573 1,304
PrOVISIONS & e e e e e 862 846 900
Revenuereceivedin @dvance . . . .. . .. e e e e 462 456 127
Totalnoncurrent liabilities . . . ... .. ... 13,839 14,472 9,180
Totalliabilities . . . . . ... ... . . e e 23,118 23,751 18,027
Netassets . . . . . . . . e e e e e e e e e e e e e e 14,527 13,722 13,234
Shareholders’ equity
Telstra Entity
Contributed equity (12,866,600,200 sharesof 50 centseach) . . . . ................... 16,433 6,433 6,433
RESBIVES . . o i i e e e e 56 11 12
Retainedprofits. . . . . .. . e 7,507 6,795 6,764
Shareholders’ equity available to Telstra Entity shareholders. . . ... ...... .. ... ... ... 113,996 13,239 13,209
Outside equity interests
Contributed equity. . . . . .. . . e 702 490 49
RESEIVES . o o . it ittt e e e e 72 33 (1)
Accumulated losses . . . . . .. e e (243) (40) (23)
Totaloutside equityinterests . . . .. .. ... ... L L 531 483 25
Totalshareholders’equity . . ... ... . ... .. ... .. . . . 14,527 13,722 13,234
Contingent liabilities and contingentassets . . . ... ... ... ... . 8

The notes following the half-year financial statements form part of the half-year financial report.
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Telstra Corporation Limited and controlled entities

Statement of Cash Flows

for the half-year ended 31 December 2001

Telstra Group
Half-year ended
31 December

2001 2000
$m $m

Cash flows from operating activities
Receipts from trade and other receivables (inclusive of goods and services tax (GST) (ii)) 11,003 10,130
Payments of accounts payable and to employees (inclusive of GST(ii)) . . . .. ... ... (6,356) (5,867)
Interestreceived . . . . .. . ... L e 37 41
Borrowingcostspaid . . .. ... (476) (398)
Dividendsreceived . . . .. . ... . .. e 4 10
Incometaxespaid . ... ... ... e (893) (764)
GST remitted to the Australian Taxation Office (ATO) . . ... ................. (463) (487)
Net cash provided by operating activities. . . . . ...... ... ... ............ 2,856 2,665
Cash flows from investing activities (excluding GST)
Payments for:
~-property,plantandequipment . . ... ... .. L L e (1,391) (1,631)
-internaluse softwareassets . . .. ... ... .. . L L L ~ (269) (322)
-deferredexpenditure. . . . .. ... ... ] (2) (26)
Capital expenditure (beforeinvestments). . . .. ....... ... .. .. ... . ... ..., (1,662) (1,979)
-sharesincontrolledentities . .. ... ... ... ... ... .. .. . . o, (45) 1
-investmentinjointventureentities. . . .. ... ... . Lo o o o Lo (53) (61)
-investment in associatedentities . . . .. ... ... L L o o - (6)
- shares in listed securities and shares in othercorporations . . . . . ... .......... (2) (34)
Investmentexpenditure . . .. .. ... L -(100) (100)
Total capitalexpenditure. . . .. .. ... . .. ... (1,762) (2,079)
Proceeds from:
-sale of property, plantand equipment. . . .. ... ... oo L o oL 76 197
-saleof sharesincontrolledentities. . . ... ... .. ... . ... .. .. .. ... ... - 8
- sale of listed securities and shares in other corporations . ... ............... 174. 386
- sale of patents, trademarks andlicences . . ...... .. ... ... . L L - 4
-saleofbusiness . . . . ... e 29 4
Net cash used ininvestingactivities . . . . . ........................... (1,483) (1,480)
Cash flows from financing activities (excluding GST)
Proceeds from:
sborrowings. .. L 8,710 7,356
~Telstrabonds . .. . . L e 494 -
Repayment of:
-Telstrabonds . .. . . . L (38) (532)
sborrowings(iv) .. ... e e (9,593) (6,502)
-financeleases principalamount. . .. .. ... .. L L o (8] (16)
Employeeshareloans(net) . ........ ... ... . . . e 20 (18)
Dividendspaid . .. ... ... . . e (1,415) (1,287)
Net cash used in financingactivities . . . . . .. ... ... ... ... ... ... .. ... (1,829) (999)
Netincrease/(decrease)incash . .. ...... ... ... ... .. ... .. .o . (456) 186
Cash atthe beginningofthehalf-year. . . . .. ... ... ... ... ............ 1,067 Th44
Cashattheendofthehalf-year(i) . .. ... ............ ... ... ......... 611 930

The notes following the half-year financial statements form part of the half-year financial report.
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Statement of Cash FLows (continued)

Cash flow notes

(i) Cash atthe end of the year asshownin the statement
of cash flows agrees to the net amount of the following

items:
Half-year
ended
31 December
2001 2000
$m $m
Cash. ... ... .. . , 652 941
Bankoverdraft . ... .......... (41) (11)
611 930

(ii) Goods and Services Tax (GST)

Our receipts from trade and other receivables includes
estimated GST of $932 million (2000: $880 million)
collected by us as agent for the ATO. Our payments of
accounts payable and to employees include estimated
GST payments made by us for goods and services
obtained in undertaking both operating and investing
activities. Estimated GST paid associated with
operating activities amounted to $302 million (2000:
$248 million) whilst estimated GST paid relating to
investing activities amounted to $167 million (2000:
$145 million).

Telstra Corporation Limited and controlled entities

(iii) Financing and investing activities that involve
components of non cash

Property, plant and equipment

Our property, plant and equipment includes capitalised
borrowing costs of $38 million for the half-year ended
31 December 2001 (2000: $45 million). This amount has
been reclassified into cash flows from operating
activities.

We acquired plant and equipment with a fair value of
$nil using finance leases during the half-year ended 31
December 2001 (2000: $4 million). As these acquisitions
did not involve cash, they are not reported in the
statement of cash flows.

Software assets (internal use software assets)

Our software assets developed for internal use include
capitalised borrowing costs of $16 million for the half-
year ended 31 December 2001 (2000: $15 million). This
amount has been reclassified into cash flows from
operating activities.
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Statement of Cash Flows (continued)

Cash flow notes (continued)

(iv) Acquisitions and disposals

On 12 December 2001, we increased our holding in our
joint venture entity TelstraClear Limited (TelstraClear)
{(formerly TelstraSaturn Limited) by 8.43%. As aresult,
our 58.43% interest represents a controlling interest in
this company. We have consequently ceased equity
accounting and have consolidated the financial
position, financial performance and cash flows of the
TelstraClear Group from 1 December 2001.

Consideration for this acquisition was A$40 million
(NZD$50 million) for which we received an additional
52,500,000 shares in TelstraClear.

The amount of cash, other assets and liabilities we

acquired as a result of obtaining this increased interest

are presented in the following table.

0600084
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Acquisition of
TelstraClear
Half-year ended
31 December
2001
A$m

Consideration for acquisition

Cash . ... ... ... i 40
Fair value of assets and liabilities

acguired by major class

Net overdraft held by TelstraClear on

gainingcontrol. . ... ... .. ... ..., .. (5)
Receivables . .. . ................. 64
Inventories . .. ......... ... ... .. 18
Property, plant and equipment. . . . . .. .. 794
Identifiable intangibleassets . . ... ... .. 238
Otherassets. ... ................. 6
Payables. . . ........ ... ... ..., (55)
Borrowings . .. ....... . . L (406)
Amounts owed to Telstra Carporation Ltd (a). (367)
Provisions . ... .......... ... .. .. 97
Finance lease liability. . . . ... .. ...... (6)
Other liabilities. . . . ... ....... ... ... (72)
Fair value of net assets on gaining controt. . 112
Outside equity interest (41.57%) . .. ... .. (47)

Original 50% interest in fair value of net
assets prior to obtaining increased

shareholding . . . ................. (56)

Netassetsacquired . . . . ............ 9

Goodwill on acquisition(b) . ... ....... 31
a0

Outflow of cash on acquisition

Consideration for acquisition . . . .. ... .. (40)

Net overdraft held by TelstraClear on

gainingcontrol. . . ... ......... ..., - (5)

~_(45)

(a) Included in our répagment of borrowings in the
statement of cash flows is a $367 million loan provided
to TelstraClear. This funding was used to facilitate the

purchase of the Clear Communications Limited group.

(b) Goodwill recognised from the original acquisition of
our 50% interest in TelstraClear was $49 million as at 1
December 2001. Upon acquisition of our additional
8.43% controlling interest, the total goodwill relating to
TelstraClear was $80 million.
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Statement of Cash Flows (continued)

Cash flow notes (continued)

In the half-year ended 31 December 2000, we sold our There were no significant disposals of entities in the
EFTPOS payments carriage, installation and half-years ended 31 December 2001 or 31 December
maintenance business to Keycorp Limited (Keycorp) for ~ 2000.

$426 million. As consideration for this sale, we were

issued 38,700,000 shares which represented a 50.94%

controlling interest in Keycorp. The amount of cash,

other assets and liabilities we acquired as a result of

obtaining this interest are presented in the following

table:

Acquisition of
Keycorp
Half-year ended
31 December

2000
$m
Consideration for acquisition
Sale of EFTPOS payments carriage,
installation and maintenance business . . . 426
Costs of acquisition . . . ............ 12
438

Less elimination of goodwill
(intercompany transaction) . . . . ... ... 426

12
Outside equity interest (49.06%). . . . . . .. 17

29
Fair value of assets and liabilities
acguired by major class
Cash held by Keycorp on acquisition. . . . . 1
Receivables . ................... 40
Inventories. .. .................. 29
Investments . . . ....... ... ... ... .. 20
Property, plant and equipment . . . . .. .. 5
!dentifiable intangibleassets . . .. .. ... 19
Otherassets . .. ................. 7
Payables . . .. ........ ... ... ... .. 37)
Borrowings. . .. ....... ... .. L. (47)
Provisions . . ......... ... ... .. .. (3)
Fair value of net assets acquired . . ... .. 34
Less discount on acquisition . . . . ... ... 5

29
inflow of cash on acquisition
Cash held by Keycorp on acquisition. . . . . 1

The notes following the half-year financial statements form part of the half-year financial report.
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Statement of Changes in Shareholders’ Equity

for the half-year ended 31 December 2001

Telstra Group
Reserves
Contributed  Asset Foreign Cons‘olida- Retained Outside
currency tion equity
equity revaluation conversion General FairValue profits interests Total
$m $m $m $m $m $m $m $m
Balance at 30 June 2000 6,433 32 (41) 1 - 5,170 7 11,602
- change in outside equity interests’
capital, reserves and accumulated losses
(apart from net profit/(loss)) . . . . .. .. - - - - - - 19 19
-netprofitfloss) ... ............ - - - - - 2,623 (1) 2,622
- share of joint venture entities' reserves
(equityaccounted). . .. .. ... .. - - 14 - - - - 14
- adjustment on conversion of non-
Australian controlled entities’ financial
statements. . .. ... ... Lo - - 6 - - - - 6
- fully franked interim dividend (i) . . . . - - - - - (1,029) - (1,029)
Balance at 31 December 2000 6,433 32 (21) 1 - 6,764 25 13,234
- change in outside equity interests’
capital, reserves and accumulated losses _
(apart fromnetprofit). . .......... - - - - - - 454 454
-nmetprofit ... ... - - - - - 1,435 4 1,439
- share of joint venture entities’ and
associates’ reserves (equity accounted). - - (47) 3 - - - (44)
- adjustment on conversion of non-
Australian controlled entities’ financial
statements. . .. ... .. - - 55 - - - - 55
- transfer of foreign currency conversion
reserve on sale of controlled entities. . . - - (12) - - 12 - -
- fully franked final dividend (ii). . . . . . - - - - - (1,416) - (1,416)
Balance at 30 June 2001 6,433 32: (25) 4 - 6,795 483 13,722
- change in outside equity interests’
capital, reserves and accumulated losses )
(apart from net profit/(loss)). . . . . . .. - .- - - - - 74 7%
—metprofit . ... e dmi R - e 2,098 3 2,101
- share of joint venture entities' reserves o : :
(equityaccounted). . .. ... ... ... - frew el (2) - B . . (2)

- adjustment on conversion of non-

Australian controlled entities’ financial : ‘ ‘

statements. . .. ... ..o 0o e - (9) - - - - (9)
- dilution of outside equity interest on

acquisition of controlled entity through

additional shareissue. . .. .. ...... s - L. - - 29 (29) - - -
- fair value adjustment on acquisition of

controlling interest in joint venture

entity . ... - : - - - 56 - - 56
- fully franked interim dividend (ii} . . . . ) - - - - - (1,6415) . - (1,415)
Balance at 31 December 2001 6,433 32 (36) 4 56 7,507 531 14,527
(i) Franked at 34% tax rate (ii) Franked at 30% tax rate.

The notes following the half-year financial statements form part of the half-year financial report.
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements

1. Summary of accounting policies

In this financial report, we, us, our, Telstra and the
Telstra Group - all mean Telstra Corporation Limited, an
Australian corporation and its controlled entities as a
whole. Telstra Entity is the legal entity, Telstra
Corporation Limited.

Our half-year financial report is a general purpose
financial report and is to be read in conjunction with our
Annual Financial Report as at 30 June 2001. This also
should be read together with any public
announcements made by us in accordance with the
continuous disclosure obligations arising under
Australian Stock Exchange listing rules and the
Corporations Act 2001, up to the date of the Directors’
Declaration. Our half-year financial report does not
include all notes of the type normally included in the
annual financial report. Therefore, it cannot be
expected to provide as full an understanding of the
financial performance, financial position and financing
and investing activities of the Telstra Group as a full

financial report.

1.1.Basis of preparation of the financial report

The accounting policies and measurement bases
adopted in preparing our half-year financial report are
consistent with those applied in the financial year
ended 30 June 2001.

During fiscal 2001, we changed our revenue recognition
policy by adopting US Securities and Exchange
Commission (SEC) Staff Accounting Bulletin No. 101,
“Revenue Recognition in Financial Statements”
(SAB101). SAB101 provides the SECstaff’s interpretation
of existing accounting principles on the timing and
recognition of revenues and associated expenses in the
financial statements.

000087

SAB101 was not applied in the preparation of the 31
December 2000 financial statements. The effect on the
31 December 2000 half-year statement of financial
performance due to the SAB 101 change in accounting
policy is presented as follows:

SAB101
Half-year
ended
31 December
2000
A$m

Sales revenue - unusual
Deferral of additional revenues under new
policy for half-year ended 31 December 2000 . (214)
Part release of cumulative impact for the half-
year ended 31 December2000 . .. .. ... .. 303
Total sales revenue - unusual impact . . . . . . 89
Direct cost of sales - unusual
Deferral of additional expenses under new
policy for half-year ended 31 December 2000 . (102)
Part release of cumulative impact for the half-
year ended 31 December2000 . ... ...... 102
Total direct cost of sales - unusualimpact . . . -
Increase in profit before income tax expense . 89
Income taxexpenseat34% .. .......... 30
Increase in net profit for half year ended 31

December2000. .. ................. 59

1.2.Rounding

All dollar amounts in this financial report (except where
indicated) have been rounded to the nearest million
dollars ($m) for presentation. This has been done in
accordance with Australian Securities and Investments
Commission (ASIC) Class Order 98/106, dated 10 fuly
1998, issued under Section 341(1) of the Corporations Act
2001, and subsequent amending class orders 99/90 and
00/321.

1.3. Comparative figures
Where necessary, we adjust comparative figures to align

with changes in presentation in the current half-year.
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Notes to the Half-Year Financial Statements (continued)

Half-year ended
31 December
2001 2000
Note $m $m
2. Profit from ordinary activities
Qur profit before income tax expense (including both usual and unusual
items) has been calculated after:
(i) crediting
Interest revenue
-associatedentities . . . . . .. L e i 1
-otherentities . .. ... ... e e 66 37
67" 38
Dividend revenue
-otherentities . . ... ... .. e - 10
Revenue from the sale of:
-property,plantandequipment . . .. .. ... .. Lo 76 197
-investmentsin controlledentities. . . ... ..... ... ... ... oo oo - 4
- investments in listed entities and other corporations. . . .. .. ... ... ........ 3 20: 443
- patents, trademarksandlicences. .. ... ... .. . oo - 4
SDUSINESSES . . . o 29 4
125: 652
(i) charging
Borrowing costs
-otherentities . .. . .. . .. e 471 410
- finance chargesrelatingtofinanceleases . ........... ... ... ... .. ... - 1
471 411
-borrowing costs capitalised. . . . ....... .. ... L o (54) (60)
417 351
Net book value of assets we have sold/disposed:
-property, plantandequipment . . . ... ... .. L L L e 93. 187
- investments in controlled entities. . . . . ... ... .. .. e - (4)
- investments in listed entities and other corporations. . . . ... . ... .. ... ... 3 18 235
- patents, trademarksandlicences. . . . ... ... Lo oo o - 4
SbUSINESSES . . . 2 3
113 425
Provisions
- reduction in valtue of investments 26! 41
Net (profit)/loss we have made on the sale of:
-property, plantandequipment . ... ... ... L oL oo 17 (10)
-investmentsin controlledentities. . . . .. ... ... ... o o oo - (8)
- investments in listed entities and other corporations. . . . . ... ... .. .. ... ... (2) (208)
-bUSINESSES . . . . e (27) (1)
(12) (227)

6060088
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

Half-year ended
31 December

2001 2000
$m- $m
3. Unusual items
The following items form part of the ordinary operations of our business but are considered unusual due to
their nature and amount.
Profit before income tax expense has been calculated after crediting/(charging) unusual revenue and expense
items from our ordinary activities as follows:
Unusual items included in other revenue:
- partial sale of our investment in Computershare Limited(i). . .. .. ........... ... . ... ... ..., - 386
- writeback of Telstra Superannuation Scheme additional contribution liability (ii). . . .. .......... ... - 725
- 1,111
Unusual items inctuded in other expenses:
- book value of partial sale of our investment in Computershare Limited(i). . . . .. ............... .. - (199)
Netunusualitems . . .. . o e e - 912
INCOMELAX EXPENSE . . . . ot ottt e - (311)
Net unusual items afterincometaxexpense. . . . .. .. .. . L e - 601

There are no transactions considered unusual for the
half-year ending 31 December 2001. In the half-year
ended 31 December 2000, we recorded the following

unusual revenue and expense items:

(i) On 13 July 2000, our controlled entity, Telstra
CB.com Limited, sold approximately 53.3 million
ordinary shares in Computershare Limited
(Computershare) at $7.25 per share for $386 million.

As aresult of this transaction, our voting interest in

Computershare was reduced on 18 July 2000 to
26,636,460 ordinary shares (5.2% of the issued capital).

0066089

On 26 June 2001, we sold our remaining shareholding in
this investment.

Half-year
ended
31 December
2000
$m
Revenue from partial sale of Computershare . 386
Book value of investment in Computershare
sold. . .. ... e (199)
187
Taxeffectat34%. .................. (64)
123
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continuved)

3. Unusual items (continued)

(ii) On 29 August 2000, the trustee of the Telstra
Superannuation Scheme (TSS) and the Commonwealth
(who guaranteed our payments) released us from our
obligation to contribute $121 million per annum to the
TSS until 30 June 2011. As part of the terms of the
release, we have agreed to provide such future
employer contributions to the TSS as may be required
to maintain the vested benefits index (VBI - the ratio of
fund assets to members vested benefits) in the range of
100-110%.

The removal of our obligation reduced the assets of the
TSS and resulted in the VBI of the defined benefit
divisions reducing from approximately 167% at 30 June
2000 to approximately 148% as at 31 December 2000.

The Trustee agreed to the release of the obligation
based on actuarial advice that the removal of these
additional contributions, coupled with the employer
contribution commitment from us, will maintain the

solvency level of the TSS at a satisfactory level.

We anticipate that the surplus in the TSS will continue
and no employer contributions will be required in the
current fiscal year or fiscal 2003 assuming the
‘continued sound performance of the TSS.

6600390

The net present value of our commitment to the TSS
was shown as a liability on our statement of financial
position as at 30 June 2000. This liability has been
written back to the statement of financial performance
in the half-year ended 31 December 2000 and has
increased our result as follows:

Half-year
ended
31 December
2000
tm
Writeback of TSS additional contribution
ligbility. . . ........... . ... .. ..., 725
Taxeffectat34%. .................. (247)
478
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

Half-year ended
31December

2001 2000
sm $m
4. Income tax expense
Notional income tax expense on profit agrees to actual
income tax expense recorded as follows:
Profit before incometaxexpense. . .. ......... ... . . . .. oo -3,093: 4,042
Australian statutoryrateof taxation . .. ........ .. .. .. L oo L, 30%: 34%
Notional income tax expense on profit calculated at 30% (2000:34%) . . .. ... ... .. : 928 1,374
Which is adjusted by the tax effect of:
Lowerrates of taxonoverseasincome . . . ... ... . .. o e (11) -
Share of associates’ and joint venture entities’ netlosses. . . . .. ... ........... 18 48
Estimated non-deductibleexpenditure . . . .. ... ... .o oo L 32 -
Attributed foreignsourceincome. . . . ... L L L 12 -
Under/ (over) provision of taxinprioryears . ... .......... ... ... .. .. .... ‘ - 21 (6)
Otheradjustments. . .. ... ... ... (8) 17
Incometaxexpenseonprofit . ... .. .. .. L 992 1,433
Effect of decrease in tax rates on deferredtaxbalances (i) . ... ............... - (13)
Incometaxexpense . . . ... . ... e 992 1,420
Our income tax expense contains the following items:
Current taxationprovision . . . ... ... . L L 737 926
Movement in futureincometaxbenefit. . . . ... ... ... .. L o o oL (71) (71)
Movement in deferred incometaxliability . . . ............ ... .. ... ..., 305 571
Under/(Over) provisionof taxinprioryears. . . ... ......... ... . ... ...... 21 (6)
992 1,420

(i} During the year ended 30 June 2000 the
Commonwealth lowered the income tax rates

applicable to companies from 36% to 30% in two stages.

From 1 July 2000 the income tax rates were lowered
from 36% to 34%. From 1 July 2001 the income tax rate
was lowered from 34% to 30%. As aresult we have

restated our deferred tax balance to the rates apptlicable
when the timing differences are expected to reverse,
This had the effect of lowering our deferred tax balances
by $13 million for the half-year ended 31 December
2000.

13

000091




Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

5. Segment information

We report our segment information on the basis of
business segments as our risks and returns are affected
predominantly by differences in the products and
services we provide through those segments.

Business segments

Our business structure was adjusted throughout the

half-year ended 31 December 2001. We have restated

our comparative information at batance date as if the
new business segments existed in prior years.

+ Telstra Retail's primary activities are sales and
billing. This covers residential, business and
government customers who receive our services,
other than wholesale services (which are provided
by Telstra Wholesale), mobile services (which are
provided by Telstra Mobile), and those customers
included in Telstra Country Wide.

This business unit:

+ manages our information, connection and
payphone services as well as our directories
business; and

« sells and provides customer services fora
comprehensive range of products, services and
customer-driven solutions ranging from basic
telephony services to complex voice and data
networks.

» Telstra CountryWide is responsible for:

» addressing the telecommunication needs of
consumer and business customers that reside
and operate outside the mainland state capital
cities and in Tasmania and the Northern
Territory; and

« the specific needs of customers which are not as
readily addressed as for customers in

metropolitan areas.

600092

Telstra Mobile s responsible for:

» ourmobile and wireless networks and associated
systems within Australia; and

+ all mobile retail sales and after sales support,
customer service, product development and
pricing.

s+ Telstrainternational manages our interests in:

*» the Asia-Pacific region, including our operations
in Hong Kong, Vietnam, India, Singapore, New
Zealand, Japan and Sri Lanka; and

» our North American and European retail
operations.

+ Infrastructure Services responsibilities include:

+ planning, design, construction and operation of
our domestic fixed communication networks and
associated systems to deliver technology
solutions, our products, services and customer
support;

* customer service installation and repairs; and

* competing for some of our annual network
expenditure against other suppliers, and also
performing construction activities for others,
including other telecommunications companies.

* TelstraWholesale is responsible for:

+ the provision of domestic wholesale products
and services to other carriers and carriage service
providers.

+ Corporate Centre is responsible for:
+ finance & administration, legal & regulatory,
human resources, and corporate relations.

Telstra CountryWide and Telstra Retail have been
combined as a single reportable business segment for
reconciliation and disclosure purposes as they are
considered substantially similar. Corporate Centre is
not areportable segment and has been aggregated in
the "Other" segment.
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Notes to the Half-Year Financial Statements (continued)

5. Segment information (continued)

The following tables detail the major segments, based

on the reporting structure as at 31 December 2001.

Half-year ended 31 December 2001

Telstra  Infra- Telstra

Telstra Telstra Inter- structure Whole- Elimina- Total of

Business Units Retail Mobile national Services sale Other tions segments
$m $m $m $m $m $m $m $m
Sales revenue from external customers. . . . . ... ... .. 6,472 1,767 688 104 1,210 25 - '10;266
Other revenue from external customers (before interest) . 124:.. s 18. 18 4 110 - 279
Total revenue from external customers (before ‘ . . g
Interest) . . ...t . 6,596 1,772 706 122 . 1,214, 135 - 10,545
Less revenues from sale of investments and dividends. . ..~ 38 ...« 10 - - - - 49
Add inter-segmentrevenue(@) ... . ... ... ... 242 2% . i ‘894 483 498 - (2,139) o
Segmentrevenue . .. ..., ... .. he ey 6,799 1,793 697 1,016 1,697 - 6337 (2;139):10,496
Segmentresult. .. .. .. ...t 3,848 739 .27 (691) . 1,003 (1,488) (21).. . 3,507
Less share of joint venture entities’ net losses . . . . . . .. 2370 - 66 - - e - -89
Less share of associated entities’ net losses . . .. ... .. 1 - 3 - - - - &
Less net book value of investmentssold .. ......... 11 - 9 - - B - 20
Add revenues from sale of investments and dividends. . . 39: - 10- - - - - 49+
Profit before interest and income tax expense. . . . . . . 3,852 739 (41). (691) 1,093 (1,488) (21) - 3;443
Hatf-year ended 31 December 2000
Telstra Telstra Infra-  Telstra

Telstra Mobile Inter- structure Whole-  Other Elimina- Total of

Business Units Retail (i) (i) national Services  sale (iii) tions  segments
$m $m $m $m tm $m $m $m

Sales revenue from externalcustomers. . . . ... ... .. 6,323 1,581 543 161 1,138 12 - 9,758
Other revenue from external customers (before interest) . 428 8 90 17 10 962 - 1,515
Total revenue from external customers (before
interest) . . . ... ... o 6,751 1,589 633 178 1,148 974 - 11,273
Less revenues from sale of investments and dividends. . . 390 - 71 - - - - 461
Add inter-segmentrevenue{a) . .. ............ .. 163 15 232 979 395 433 (2,217) -
Segmenirevenue . ... ... ..ot 6,524 1,604 794 1,157 1,543 1,407 (2,217) 10,812
Segmentresult. .. ... ... ....een i ans 3,651 705 161 (674) 1,059 (600) (10) 4,292
Less share of joint venture entities’ netlosses . . . .. ... 22 - 93 - - - - 115
Less share of associated entities’ net losses . . . . ... .. 49 - - - - - - 49
Less net book value of investmentssold . ... ....... 195 - 39 - - - - 234
Add revenues from sale of investments and dividends. . . 390 - 71 - - - - 461
Profit before interest and income taxexpense. . . . . .. 3,775 705 100 (674) 1,059 (600) (10) 4,355

(a) Generally most internal charges between business segments are made on a direct cost recoverybasis. Allinternal telecommunications usage is
accounted for at market value. We account for all international transactions between Australian and non-Australian businessesat market value.

000093
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

5. Segment information (continued)

(i) Unusual revenue of $386 million from the partial sale
of Computershare Limited (refer note 3) is included in
Telstra Retail revenue. This increased profit before
income tax expense by $187 million after including the
impact of the related book value of our investment sold.

If SAB101 had been applied in the half-year ended 31
December 2000, Telstra Retail segment revenue would
be adjusted to $6,625 million and profit would be
adjusted to $3,873 million.

(ii) If SAB 101 had been applied in the half-year ended 31
December 2000, Telstra Mobile segment revenue would
be adjusted to $1,592 million and profit would be
adjusted to $696 mittion.

(iii) Unusual revenue of $725 million from the writeback
of the Telstra Superannuation Scheme additional
liability (refer note 3) is included in other segment
revenue. This increased the other segment profit before
income tax expense by $725 million.

information about our products and services

Half-year ended
31 December

Sales revenue from
Basic access (a)
Local calls
National longdistancecalls . . .. ... ........ ... ... ... ...
International telephone services
Mobile goods andservices(a) . . . .. ....... ... oL
Data and internet services
Directoryservices(a). . . .. ... .. . il
Intercarrier services
Inboundcallingproducts . . .. ........ ... .. L
Solutionsmanagement. . . ....... ... o oo L
Othersalesandservices. . .. ... ... ... ...

(a) If SAB 101 had been applied in the half-year ended
31 December 2000, the following revenue categories
would be adjusted (refer note 1 for further information):

Half-year ended
31 December

2000

$m
Basicaccess . .. ... ... e 1,149
Mobile telecommunicationservices . . . ... ... 1,554
Directoryservices. . .. ... ... 720

00060394

2001 2000

$m $m

...... 1,343 1,146
...... 1,023 1,113
...... 1,295 1,277
...... 216 524
...... 1,753 1,566
...... 1,580 1,645
...... 714 622
...... 568 499
...... 193 229
...... 162" 146
...... 1,419 991
10,266 9,758
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Notes to the Half-Year Financial Statements (continved)

6. Share of net losses of associates and joint venture entities

Ownership interest

as at Half-year ended
31 December 31 December
2001 2000 2001 2000
% % $m $m
Our net loss from joint venture entities and associates has been
contributed by the following entities:
Joint venture entities
-FOXTELPartnerships . . .. . ... ... .. ... . .. ’50.0 50.0 24, 23
-Stellar Call CentresPtyltd . . .. ... ... ..ot .. 5000 50.0 (@) (1)
-TelstraClearLimited (i). . . . . . o oo o e e e e 58:4. 50.0 - oo o TB 53
-Xantic 12 B.V. (formerly Station 12B.V.). . . .. ..o oo 350 350 - 35
- Telecom Services Kiribati Limited (i) . . . ... .............. - 490 - - (1)
- Harmony Telecommunications Pte Ltd (iii) . . . .. ........... - 50.0 2 2
-DynegyConnectLP(i) . . ... ... ... .. ... ... - 20.0 Loz 4
SReachLEd(iv). . . e .50.0 - (20):
; 89 115
Associated antities
- 1BM Global Services Australialimited . . . ................ 22,6 22.6 (&) (1)
- Australian-Japan Cable Holdings Limited . . . .. ............ 399 39.9 3 -
- Solution 6 Holdings Limited (v) . ... ................ ... 19.1 20.3 2 54
-ECardPtyltd. . ... .. 41.0 41.0 3 3
- PlesTelOperatingTrust . . . . ... vi it e - - - (11)
-MyinternetLtd (i) . . . ... ... .o 211 13.7 - 4
4 49
93 164

(i) Refer to comments in Note 7.

(ii) We sold our investment in Telecom Services Kiribati
Limited on 31 May 2001.

(iii) On 1 April 2001 we sold our interest in Harmony
Telecommunications Pte Ltd to DataOne Corporation
Pte Ltd (DataOne) in exchange for a 20% interest in
DataOne. DataOne is considered to be a joint venture
entity as we have joint control over decision making.
Our share of the losses from this company are
insignificant for the six months ended 31 December
2001.

066095

(iv) On 7 February 2001 Reach Ltd was created as a
result of the completion of our strategic alliance with
PCCW.

{v) Our investment in Solution 6 Holdings Limited has
decreased due to a dilution in our shareholding.
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

7. Investment changes

Below is a list of changes in the composition of the
Telstra Group from 30 June 2001.

Immediate parent
% of equity
Date of changein % held nﬂ?r
Country of . acquired/ changein
. . . investment . .
Name of entity incorporation disposed investment
Additions
Controlled entities
RWC HKLimited . . . ... .. . o Hong Kong 17 August 2001 100.0 100.0
TelstraClearLimited(i) ... ... .................. New Zealand 12 December 2001 8.4 58.4
« TelstraSaturn Holdings Limited (i) . . . . ... ... .... New Zealand 12 December 2001 100.0 100.0
o Clear Communications Limited (i) . . ... ..... .. New Zealand 12 December 2001 100.0 100.0
eZFREELimited (i) . . . . . . .. ..o New Zealand 12 December 2001 100.0 100.0
o ZTALK Limited (i). . . .. ... ... . oL New Zealand 12 December 2001 100.0 100.0
» CLEAR Communications (Australia) Pty Limited (i) . Australia 12 December 2001 100.0 100.0
« Kiwi Cable Company Limited (i). . .. .. .......... New Zealand 12 December 2001 100.0 100.0
o NetlinkLimited (i) . . ....... ... ... ...... New Zealand 12 December 2001 100.0 100.0
« Paradise.Net Limited(i). . . ..... ... . ......... New Zealand 12 December 2001 100.0 100.0
» Saturn Communications Limited (i) . . . ... .. ..... New Zealand 12 December 2001 100.0 100.0
Investment Funding Ptyltd. . . .. .............. .. Australia 19 December 2001 100.0 100.0
Keytec Nominees Pty Limited (ii). . . . .............. Australia 15 November 2001 60.0 100.0
Associated entities
Citylink Limited (iii) . . . .. ... oo oo New Zealand 12 December 2001 27.1 27.1
Joint venture entities
TNAS Limited (iii). . .. ... ... oo New Zealand 12 December 2001 50.0 50.0
Disposals and liquidations
Controlled entities
Camtech AsialT&TSdnBhd ... ...... ... ... .. ... Mataysia 30 September 2001 95.0 -
TelstraeConnect LLC(iv) . . . . . v i vt ii i i e i v e United States 19 December 2001 100.0 -
Joint venture entities
DynegyConnectlP(v) ... ...... .. ... . ... .. United States 16 September 2001 20.0 -
Other significant investment changes
Nobil Information Technotogy Corporation inc(vi} . . .. .. Canada 1July 2001
North Point Telecommunications Inc.(vi) . . ... .. ..... United States 19 December 2001
Telstra Vishesh Communications Private Limited (vii). . . . . India 1 May 2001
Muinternet Ltd (vii) . ... ... .. .o Australia 26 July 2001
TelstraNew Wave Pty Ltd(vii) . .................. Australia 22 August 2001
Telstra Enterprise Services Pty Limited (vii)) . ... ... . ... Australia 29 August 2001
Telstra International HK Limited (vii) . . ... .......... Hong Kong 9 November 2001
Keycorp Limited(viii) . . . ......... . ... ... ... Australia 47.9

000096
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

7. Investment changes (continued)

(i) TelstraSaturn Limited changed its name to
TelstraClear Limited on 12 December 2001. This
coincided with our acquisition of a further 8.4%
shareholding in this entity, giving us a controlling
interest. Prior to this date, TelstraSaturn Limited was a
joint venture entity and equity accounted.

(ii) On 15 November 2001, we acquired an additional 60%
shareholding in Keytec Nominees Pty Limited (Keytec)
giving us a controlling interest. Prior to this date, Keytec

was classified as an associate.

(iii) CityLink Limited and TNAS Limited are investments
of TelstraClear Limited. Both entities are associates of
the TelstraClear Limited group.

(iv) Telstra eConnect LLCwas liquidated on 19 December
2001.

(v) On 16 September 2001, we exercised a put option
requiring Dynegy Inc. to return our 20% investment in
Dynegy Connect LP. As at 31 December 2001, we
transferred the investment balance to other current
receivables. We expect to receive the carrying amount
in full, however final settlement is currently subject to

litigation.

(vi) The following mergers occurred during the half-year

ended 31 December 2001:

» Nobil Information Technology Corporation Inc. was
merged into Tillsmith Systems Inc. on 1 July 2001.

* North Point Telecommunications Inc. was merged
into Telstra Inc. on 19 December 2001.

060087

(vii) The following entities also changed names:

* TelstraVishesh Communications Limited changedits
name to Telstra Vishesh Communications Private
Limited on 1 May 2001,

» myinternet.com.au Pty Ltd changed its name to
Myinternet Ltd on 26 July 2001;

+ Telstra R&D Management Pty Ltd changed its name
to Telstra New Wave Pty Ltd on 22 August 2001;

* Advantra Pty Ltd changed its name to Telstra
Enterprise Services Pty Limited on 29 August 2001;
and

+ Telstra Retail (HK) Limited changed its name to
Telstra International HK Limited on 9 November
2001.

(viii) Our interest in Keycorp Limited (Keycorp) has
decreased to 47.9% (from 50.75% at 30 June 2001) due to
three separate dilutions in our shareholding. We have
maintained control of the company through our
representation on the Board of Directors and as such we
have continued to consolidate the Keycorp group into

our financial report.
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

8. Contingent liabilities and contingent
assets

There have been no significant changes from 30 June
2001 to guarantees, indemnities and support provided
by us, or to legal actions against us, which gaverise to
contingent liabilities or contingent assets except as

noted below:

On 22 October 2001, our controlled entity Hong Kong

CSL Limited hasindemnified a financialinstitution tothe

value of A$63 million (HK$250 million). The financial
institution has provided a performance bond to the
Hong Kong Government pursuant to our obligations
under the third-generation mobile telecommunication

services license.

9. Events after balance date

The directors are not aware of any matter or
circumstance that has occurred since 31 December 2001
that, in their opinion, has significantly affected or may
significantly affect in future years:

* ouroperations;

= the results of those operations; or

e the state of affairs;

other than:

FOXTEL

¢ Since 31 December 2001 our 50% owned partnership
FOXTEL has increased its minimum subscriber
guarantee commitments under a new perpetual pay
television programming agreement for Foxsports.
The effect of this has been to increase our share of
the FOXTEL minimum subscriber guarantee
commitments by approximately $46 million per

608098

annum. The guaranteed minimum number of
subscribers under this new agreement has already
been exceeded.

» Subject to certain conditions being met, FOXTEL has
granted a non-exclusive licence to Optus Vision Pty
Limited (Optus) to distribute FOXTEL subscription
television channels on the Optus Television cable
pay TV service, for the period 1 November 2002 to 31
December 2010. Subject to the consent of content
providers, FOXTEL will supply some Optus channels
over the FOXTEL platforms. FOXTEL will assume
certain minimum subscriber obligations of Optus
under its movie and other content arrangements.
Ourshare of these obligations is up to a maximum of
approximately $275 million. Optus will pay fees to
FOXTEL for a guaranteed minimum number of
subscribers, which decreases FOXTEL's
commitments; and

+ FOXTEL has entered into a 15 year agreement to
acquire capacity on the Optus C1 satellite. Ourshare
of this commitment is $25 million per annum,
increasing to $30 million per annum over the term.

Dueto the joint and several nature of the FOXTEL
partnership agreements, we are also contingently liable
to the extent of our FOXTEL partners’ share of these
commitments, should FOXTEL andjor the other FOXTEL
partners default on their payment obligations under
these agreements.

20



Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

10. United States generally accepted accounting principles d|sclosures
Reconciliations to financial reports prepared using

USGAAP

Our consolidated financial report is prepared in an explanation of the significant differences between
accordance with accounting principles generally AGAAP and USGAAP, refer to note 30 of the 30 June 2001
accepted in Australia (AGAAP). The principles of AGAAP  financial statements. The following tables are provided
differ in certain respects from accounting principles tosupplement those disclosures for the half-year ended

generally accepted in the United States (USGAAP). For 31 December 2001.

Half-year ended 31 December

2001 2000
$m: $m

Reconciliation of net income to USGAAP
AGAAP Net income reported in statement of financial performance . . ... ... . ... " 2,008 2,623
Adjustments required to agree with USGAAP
Property,plantandequipment . . . .. ... ... ... L L (94) (86)
Retirement benefitgain/(expense) . . ... ... ... 161, (416)
Amortisationof softwareassets. . . ... ... . oL o L oo oo . = (25)
Incometax benefit . . . . . . . . e e S 43 409
Employee compensationexpense . .. ... ... oo (25) (9)
Mobile phonesubsidies . . . . ... ... ... 15 72
Redundancy and restructuring provision - fiscal 2000 reversal. . . .. .. ...... ... (89) (285)
Revenuerecognition. . . ... ... e e - (115)
Derivative financial instruments and hedging activities. . . ... ...... ... ... .. (73) (121)
PCCW convertiblenote . . ... ... .. o (34) -
Equity accounting adjustmentforReachltd. . . . ............ ... ... . ... 16 -
Consolidation adjustment for Regional Wireless Company(RWC). . . . ... ... ... (27) -
Consolidation adjustment for TelstraClear Limited . . . . . ... ............... 8 -
NetincomeperUSGAAP . . . ... .. ... .. i 1,999 2,047
Statement of financial performance measured and classified per USGAAP
Operatingrevenue . . . .. ... e e e 10,266 9,847
Operating expenses:
LabOUr e e 1,480: 1,547
Directcostofsales. ... ... . .. i e oo 1,774 ’ 1,624
Depreciation and amortisation . . .. ... .. .o o 1,696 1,516
Other operating @Xpenses . . . . ...« .o it n i ie it - ~2;006 1,694
Totaloperating expenses . . .. ... ... ... ... - 6,956 6,381
Operatingincome . . . ... ... © 13,310 3,466
Netinterest @Xpense. . . . . . v ittt e e s (398) (320)
Dividend income . . . .. . . e e : - 10
Share of net losses of associates and joint ventureentities . . . . .. ............ (55) (140)
Otheringome . . v v v vttt e e e 98 296
Net income before income tax expense and minorityinterests . .. .. .. ... .. .. 2,955 3,312
INCOMELAX EXPENSE . . . . v v ittt et e : 953 1,104
Net income before minority interests and cumulative effect adjustments. . . . . .. 2,002 2,208
Minorityinterests . . ... ... e e (3) 1
Net income before cumulative effectadjustments . . ... .. .. .. ... .. ... 1,999 2,209
Cumulative effect of changes in accounting principles, netoftax. . . .. ......... - (162)
NetincomeperUSGAAP . . .. .. .. ... ... e 1,999 2,047
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

10. United States generally accepted accounting principles disclosures (continued)

Reconciliations to financial reports prepared using

USGAAP (continued)
Half-year ended 31 December
2001 2000
$m:. $m
USGAAP Earnings per share
NetincomeperUSGAAP. . . . ... .. i i i e e 1,999 2,047
¢ ¢
Basic earnings per share before cumulative effect of change in accounting principles . 15.6 17.2
Revenuerecognition. . . .. . - (1.1)
Derivative financial instruments and hedging activities. . . ... ... ........... - (0.1)
Basic earnings pershareper USGAAP (cents). . . . ............. ... ... ... 156 16.0
Dilutive earnings per share before cumulative effect of change in accounting principles 15.6 17.2
Cumulative effect of change in accounting principles (net of tax):
Revenuerecognition. . ... . ... i - (1)
Derivative financial instruments and hedging activities. . . ... ... ........ ... - (0.1)
Diluted earnings per share per USGAAP (cents) . ....................... 15.6 16.0

Number (in millions)

Weighted average number of ordinary shares and common share equivalents used for
basic earnings per share calculations (i), . . . . ... ... Lo o oL

Weighted average number of employee share options exercised during the half-year.

12,780 12,758

Weighted average number of potential ordinary shares and common share
equivalents used for diluted earnings per share calculations. . .. ....... .. ...,

44 65
12,824 12,823

(i) Reconciliation of weighted average number of ordinary shares and common share
equivalents used for basic earnings per share calculations

Number of shares used for AGAAP earnings pershare calculations . . . .. ..... ...
Adjusted for weighted average TESOP 97 and 99 options outstanding during the half-

UBAT « . ottt e e e e
Number of shares used for USGAAP basic earnings per share calculations. . . . . . . ..

00100

Number (in millions)

12,867 12,867
(87) (109)
12,780 12,758
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

10. United States generally accepted accounting principles disclosures (continued)
Reconciliations to financial reports prepared using

USGAAP (continued)

As at 31 December

2001 2000
$m $m

Reconciliation of shareholders’ equity to USGAAP
AGAAP shareholders’ equity per statement of financial position . . ............ 14,527 13,234
Cumulative adjustments required o agree with USGAAP )
Property,plantandequipment . . . . . ... ... ... L 529+ 729
Listedinvestments . . . .. .. ... e 112 346
Dividendpayable. . . . .. ... .. ... 1,515 1,029
Retirementbenefits . . .. ... ... ... .. ... 3,776 3,309
INCOMEEAX. .« o .t e e e e e {1,220) (1,223)
MINortY INtErestS . . . . oo oot e et e e e - ..(531) (25)
Employeeshareloans. . . ... ..ottt (250) (307)
Mobilephonesubsidies . . .. . ... ... .. . o o (15) (102)
Redundancy and restructuring provision-fiscal2000 . . . ... ....... ... ... .. 5 201
Revenuerecognition. . . .. ... . ... L e ‘ - (115)
Derivative financial instruments and hedging activities. . . .. ............... » (199) (161)
PCCW convertiblenote . . . . ... ... e (251) -
Sale of Global Wholesale BusinesstoReachLtd . . ... ......... ... ... ..... (882) -
Equity accounting adjustment forReachlltd. . . . ........ ... ... ........ : 33 -
Consolidation adjustment for Regional Wireless Company . . ... ............. 1,092 -
Consolidation adjustment for TelstraClear Limited . . . . . .................. (38) -
Shareholders’ equityperUSGAAP. . . ... ... ... .. . o oo 18;103: 16,915
Statement of financial position measured and classified per USGAAP
Current assets
a1 ‘652 941
Accountsreceivable,met . . . ... . 3,903: 3,876
INVENEOTIES . o o . o e e e e 286 379
Deferredtax asset . . . . ... ... it 221 260
Otherassets . . . .. ..ottt e 641 434
Totalcurrentassets . . .. . .. .. i e e 5,703 5,890
Non current assets
Receivables . . .. . .. . ... e e 1,339 592
INVENLOTIES. . . . oo e e 22 35
Investments - accounted for using the equitymethod . . . .. .. ... ... ... ... 265 401
Investments - Other MON CUITENT . . . . . o v v vt it e e et e e e e e a s 1,509 604
Property, plantandequipment . . . .. ... ..o Lo o 43,505 41,353
Accumulateddepreciation . . .. ... .. oL (19;282) (18,080)
INtangible Assets, Net . . . . ... 4,066 509
Prepaid PENSION GSSELS . ..« vttt e - 3,776 3,309
Otherassets . . . o o e e e e e 2,171 1,938
Totalnoncurrent @ssets . . . . .. .. . i e 37,371 30,661
Totalassets . . . . . L e e e e e e 43,074 36,551
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Notes to the Half-Year Financial Statements (continued)

Telstra Corporation Limited and controlled entities

10. United States generally accepted accounting principles disclosures (continued)

Reconciliations to financial reports prepared using
USGAAP (continued)

As at 31 December

2001: 2000
$m $m

Statement of financial position measured and classified per USGAAP (continued)
Current liabilities L
PAUEbLES . . . . e . 2,525 2,281
Borrowings-shorttermdebt . . ... ... ... ... oL oo 2,424 3,462
Borrowings - long term debt due withinoneyear. . . .. ........ ... ... . ... 1,085 196
Incometaxpayable . .. ... .. 476 618
PrOVISIONS & v v e e e e e e e e e e e 446 594
Revenuereceivedinadvance ... ...... ... ... ... . i, 859 720
Totalcurrent liabilities . . . . . .. ... . . 7,818 7,871
Non current liabilities
Payables . . . . ... .. e 164 339
Borrowings-longtermdebt. . ... ... ... ... L 11,865 7,081
Incometaxpayable . . .. .. ... . L e 45 137
Deferredtax liability. . . ... ... ... .. . 3,226 2,722
PrOVISIONS . . . . . e e 858 839
Revenuereceivedinadvance . .. ... ... ... o e 462 622
Totalnon current liabilities . . ........ ... ... . . 16,620 11,740
Totalliabilities . . . . . . . . . e 24,435 19,611
Minorityinterests . .. ... ... .. ... 536 25
Shareholders’ equity
Contributedequity. . .. . ... e 6,433 6,433
Shareloantoemployees . . . .. ... ... .. (250) (307)
Additional paid in capital from employeeshareplans . . ... ...... ... ... . ... 317 292
Totalsharecapital . . .. .. ... ... . . 6,500 6,418
Accumulated other comprehensiveincome(reserves) . . . .. ........ .. .. .... 205 200
RetaiNed arMINGS . . - . oo v it 11,398 10,297
Totalshareholders’equity ... ... ... ... ... . o o i 18,103 16,915
Total liabilities and shareholders’equity . . .. ... ... .. ... ... ... .. .. ... 43,074 36,551

000102
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Telstra Corporation Limited and controlled entities

Notes to the Half-Year Financial Statements (continued)

10. United States generally accepted accounting principles disclosures (continued)

Reconciliations to financial reports prepared using
USGAAP (continued)

Half-year ended 31 December

2001 2000
$tn $m

Total comprehensive income disclosure
Total comrehensive income is calculated by adding net income and other
comprehensive income.
NetincomeperUSGAAP. . . . .. . . . . e e 1,999 2,047
USGAAP other comprehensiveincome. . ... ... ........ .. ... .. ........ (327) (372)
USGAAP Total comprehensiveincome . . . . .. ... ... ... ... ... ... .. 1,672 1,675

000103
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Directors’ Declaration

The directors of Telstra Corporation Limited have made

aresolution that declared:

(a) thefinancial statements and notes, set outon pages 2
to 25, of the Telstra Group:

(i) comply with the Accounting Standards,
Corporations Regulations and Urgent Issues Group
Consensus Views;

(i) give a true and fair view of the financial position as
at 31 December 2001 and performance, as
represented by the results of the operations and
cash flows, for the half-year ended 31 December
2001; and

(iii) in the directors’ opinion, have been made out in
accordance with the Corporations Act 2001.

(b) at the date of this declaration, in the directors’
opinion, there are reasonable grounds to believe that
Telstra Corporation Limited will be able to pay its
debts as and when they become due and payable.

For and on behalf of the Board

Robert C Mansfield Ziggy Switkowski
Director Chief Executive Officer
and Managing Director

Date: 6 March 2002
Melbourne, Australia

000104
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Independent Review Report

To the Members of Telstra Corporation Limited
Scope

I have reviewed the financial report of Telstra
Corporation Limited (the Telstra Entity) for the half-year
ended 31 December 2001 as set out on pages 2 to 25,
including the Directors’ Declaration. The financial
reportincludes the consolidated financial statements of
the consolidated entity comprising the Telstra Entity
and the entities it controlled at the end of the half-year,
or during the half-year (the Telstra Group). The Telstra
Entity directors are responsible for the financial report. |
have conducted an independent review of the financial
report in order to state whether, on the basis of the
procedures described, anything has come to my
attention that would indicate that the financial reportis
not presented fairly in accordance with Accounting
Standard AASB 1029 “Interim Financial Reporting”, and,
other mandatory professional reporting requirements
in Australia and statutory requirements so as to present
aview which is consistent with my understanding of the
Telstra group financial position, and performance as
represented by the results of its operations and its
cashflows. | have also conducted my independent
review in order for the Telstra Entity to lodge the
financial report with the Australian Securities and
Investment Commission.

My review has been conducted in accordance with the
Australian National Audit Office Auditing Standards,
which incorporate the Australian Auditing Standards,
applicable to review engagements. The review was
limited primarily to inquiries of the Telstra Group's
personnel and conduct of analytical review procedures
applied to the financial data. These review procedures
do not provide all the evidence that would be required in
an audit. Thus the level of assurance provided is less
than that given in an audit. Consequently, | have not
performed an audit and, accordinglu, ! do not express an
audit opinion.

Telstra Corporation Limited and controlled entities

I have also reviewed quantification of the major
differences between accounting principles generally
accepted in Australia compared to accounting
principles generally accepted in the United States of
America, which is presented in note 10 to the financial
report. | have reviewed note 10 in order to state
whether, in all material respects, anything has come to
my attention that would indicate that it does not
present fairly, the major differences between
accounting principles generally accepted in Australia
and accounting principles generally accepted in the
United States of America, in so far as they apply to the
Telstra Group.

Review Statement

As aresult of my review, which is not an audit, | have not
become aware of any matter that makes me believe
that the half-yearfinancial report of the Telstra Group is
not in accordance with:

(a) the Corporations Act 2001, including:

(i) giving atrue and fair view of the Telstra Group’s
financial position as at 31 December 2001 and
its performance for the half-year ended on that
date; and

(i) complying with Accounting Standard AASB
1029 “Interim Financial Reporting” and the
Corporations Regulations 2001; and

(b) other mandatory professional reporting
requirements in Australia.

27
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Independent Review Report (continued)

Review Statement (continued)

Further, as a result of my review, | have not become
aware of any matter that would indicate that note 10
does not present fairly the major differences between
accounting principles generalty accepted in Australia
and accounting principles generally accepted in the
United States of America, in so far as they apply to the
Telstra Group.

PJ Barrett
Auditor-General

Date: 6 March 2002
Canberra, Australia

@106
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Directors’ report

The directors present their report on the consolidated entity (Telstra or Telstra Group)
consisting of Telstra Corporation Limited (Telstra Entity) and the entities it controlled
at the end of or during the half-year ended 31 December 2001. Financial comparisons
used in this report are of results for the half-year ended 31 December 2001 compared
with the half-year ended 31 December 2000.

Results of operations

Telstra’s net profit for the half-year was $2,098 million (2000: $2,623 million). This
was after:
e deductingincome tax expense of $992 million (2000: $1,420 million); and
e allowing for net profit attributable to outside equity interests in controlled
entities of $3 million (2000: net loss of $1 million).

Review of operations

Our operating result in the half-year ended 31 December 2001 has declined compared
with the corresponding period in the prior year, primarily due to the inclusion of a
number of favourable one off items in the prior corresponding period. These included
the partial sale of our interest in Computershare Limited ($123 million after tax) and
the release of our obligations under the Telstra Additional Contributions agreement
to the superannuation fund ($478 million after tax). We have also experienced
modest sales revenue growth during the current period whilst continuing to focus on
cost containment.

Sales revenue increased by $508 million to $10,266 miltion due to:

e continued strong growth in mobile services, intercarrier and fixed to mobile due to
increased call volumes and higher mobile customer numbers. Partially offsetting
this growth is the decline in data and internet services revenue due to general
economic downturn particularly in the IT industry;

e ongoingimplementation of our rebalancing initiatives resulting in increased basic
access revenue and decreases in local call and national long distance revenues;
and '

e theinclusion of $577 million in revenues from our 60% owned Asian controlled
entity, known as the Regional Wireless Company (RWC). This is partly offset by a
reduction in sales revenue from our global wholesale business of $407 million
following its sale to our 50% owned Asian joint venture Reach Ltd in February
2001.

Operating expenses (before borrowing costs and share of net losses of associates and

joint venture entities) increased $255 million to $7,009 million due to the following:

o direct cost of sales increased due to higher volumes of outgoing calls terminating
on other carriers’ networks and an increase in mobile handset sales;

e depreciation and amortisation increased due to continued capital expenditure on
our communications plant asset base and ongoing software development,
together with $142 million of depreciation and amortisation relating to our Asian

controlled entity RWG

e labour expenses decreased due to reduced staff numbers, partly offset by higher
costs resulting from outsourcing arrangements and employee redundancies; and

e discretionary spending declined due to strong cost management.
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Borrowing costs increased $66 million to $417 million due to a higher level of net debt
following investment in our Asian ventures.

Our share of net losses of associates and joint venture entities decreased to $93
million (2000: $164 million). This is after taking into account our share of profits from
our Asian joint venture Reach Ltd ($20 million) and our share of losses, including
restructuring provisions and asset write offs recognised as pre-acquisition costs just
prior to gaining control of TelstraClear Limited ($75 million).

Our free cash flow increased 15.9% to $1,373 million after improved cash inflow from
our operating activities and a decrease in outflows for capital expenditure. Operating
capital expenditure declined 16.0% to $1,662 million following tight control of our
capital expenditure program. Investment expenditure has remained constant at $100
million with the major component relating to our additional 8.43% acquisition of a
controlling interest in TelstraClear Limited ($40 million).

Underlying results from operations

We have taken the reported results and adjusted for the once off items that have
occurred in the half-year ending 31 December 2001 and the corresponding period in
fiscal 2000, so that a like for like comparison of results can be made. On a normalised
basis:

e oursales revenue has increased by 2.0% to $9,625 million with total underlying
revenue (excluding borrowing costs) increasing by 2.1%.

e ourunderlying operating expenses (before depreciation, amortisation and
borrowing costs) was contained to 1.2% after continued focus on our ongoing cost
reduction programme. Total underlying expenses (before borrowing costs)
increased by 2.2%.

This has enabled us to grow our underlying earnings before borrowing costs and tax
by 2.0% to $3,583 million (2000: $3,514 million).

Dividends

The directors have declared an interim dividend of 11 cents per share ($1,415 million)
fully franked representing an increase of 3 cents per share from the equivalent
declaration in the prior year. The dividend will have a record date of 22 March 2002
with the payment to be made on 29 April 2002. The dividend will be franked at a tax
rate of 30%.

Under current legislation, it is expected that Telstra will be able to fully frank
declared ordinary dividends out of fiscal 2002 earnings. While the interim dividend
has been increased to the same level as the prior fiscal year’s final dividend, it should
not be assumed that the final dividend in the current year would be increased. The
directors can give no assurance as to the future level of franking of dividends. This is
because these matters depend upon, among other factors, our earnings, government
legislation and announcements, and our tax position.




Events after balance date

Since 31 December 2001, our 50% owned partnership FOXTEL entered into a number of
agreements as follows:

e wehave entered an agreement with FOXTEL enabling us to resell FOXTEL's
subscription TV service together with our existing product lines. This in turn
enables our customers to bundle subscription TV with telephone and internet
services on asingle Telstra bill. We will also have the right to set the retail price
and offer discounts on any service packages;

¢ subject to certain conditions being met, including appropriate regulatory
approvals, an agreement was entered with Optus Vision Pty Limited (Optus) to
resell FOXTEL subscription television channels on the Optus Television cable
network in return for FOXTEL assuming certain of Optus’ minimum subscriber
guarantee obligations. Subject to the consent of content providers, FOXTEL will
also supply some Optus content over existing FOXTEL platforms;

e FOXTEL has entered a 15 year agreement to acquire capacity on the Optus C1
satellite scheduled to launch in late 2002; and

e FOXTEL has entered a perpetual pay television programming agreement for the
supply of FoxSports programs with a discount for additional subscribers.

Directors

Retirement of directors

N Ross Adler, Malcolm G Irving and Elizabeth A Nosworthy retired from office at the
annual general meeting held on 16 November 2001. The board wishes to extend
thanks to the directors for their valued contribution during their terms of office and
welcomes the appointment of new directors.

Directors who held office during, and since, the half year

Robert C Mansfield - chairman and director
John T Ralph - deputy chairman and director
Zygmunt E Switkowski - chief executive officer and managing director
N Ross Adler - director until 16 November 2001
Samuel H Chisholm

 Anthony J Clark
John E Fletcher
Belinda J Hutchinson - director since 16 November 2001
Malcolm G Irving - director until 16 November 2001
Catherine B Livingstone
Charles Macek - director since 16 November 2001
Donald G McGauchie
Elizabeth A Nosworthy - director until 16 November 2001
William A Owens - director since 16 November 2001
John W Stocker
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This report is made in accordance with a resolution of the directors.

kb Mol

Robert C Mansfield
Chairman and Director
6 March 2002

ﬁ f ﬁ/:'f/@wﬂé{
Y
Ziggy Switkowski

Chief Executive Officer and Managing Director
6 March 2002
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6 March 2002

The Manager

Company Announcements Office
Australian Stock Exchange

10th Floor, 20 Bond Street
SYDNEY NSW 2000

ELECTRONIC LODGEMENT

Dear Sir or Madam

Re: Analyst Briefing

Qelstra

Office of the Company Secretary

Level 41

242 Exhibition Street
MELBOURNE VIC 3000
AUSTRALIA

Telephone 03 9634 6400
Facsimile 03 9632 3215

In accordance with the listing rules I enclose an announcement for release to the

market.

Yours sincerely

/M« ANy

Douglas Gration
Company Secretary
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Telstra Corporation Limited
ACN 051 775 556
ABN 33 051 775 556




elstra

Strong Cash Flow Growth and Capital Management
- Underlying Result
($ billions except EPS/DPS) ®  1HO1 THO02 % A
Sales Revenue ' 9.44 9.63 t 20
Operating Expenses 472 478 + 12
EBIT 3.51 3.58 t 20
NPAT & MI 2.10 2.23 t 60
EPS (cents)@ 16.4 17.4 + 6.0
DPS (cents) 8.0 11.0 t 315
Free Cash Flow 1.19 1.37 + 159
Operating Capex 2.04 1.72 v (15.8)
Reported Sales 9.76 10.27 + 52
Reported EBIT 4.36 3.44 v (20.9)
| Dimoeton o vestmts, Rahiancy oxpenss. 1101 oS eudes SABTN. Bicudes, st sk, Dt Qelstra
Investments, Superannuation write back, Global Wholesale, tax rate change & restructuring expense.
2 Based on 12,867 milion shares
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First Half Achievements

Initiatives Result
Customers + Service Focus + Metrics improved again
& Revenues ° Pricing + Handset subsidies removed
MNP Attracting higher value customers
» Churn reduction « Value pricing, service, packaging
- Online Services Strengthened « 75% of lines ADSL enabled
- TCW + Broadband, extended zones
Efficiency - NGCR1,NGCR2 + Delivered on commitments

Organisation

» Office of Productivity
- Six Sigma

- Expansion

- Investment Review

» Capex

- Balance Sheet Management
+ RIOC, ROE focus

+ Process re-engineering

+ Level 3, Clear
- Capex down 16%
+ S&P upgrade to AA-

Ongoing efficiency

elstra

Driving Returns on Capital Expenditure

3

25

15

CAPEX | Sales %

10

CAN Upgrade

1998 1998 2000 2001  1HO2

Lower capex delivered
- $1.7bn THO2 down 16%
- ROIC driver

Increased management
focus

Managing down costs
of inputs

Looking forward
3G & 1XRTT spends
aligned with demand
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Initiatives Delivered
B + 10,000 staff reduction
+ $550m costs out 00/01
30 + Further savings
identified
25 Best
Labour (PE’::;':;
Exp/ Sales ;
% 20 186 /15% Ongoing
14.6
15 R Ongoing
10
5
1997 1998 1999 2000 2001  1HO2 gelstra
Activation CSG Performance Levels Assurance CSG Performance Levels
100% 100%
5% oo
-t S T
/-\._._./ et 920% /—"‘/ I S
9% > o
AN =/
85% 80% s
€ 5% 35 3%3333%3%8583 33533337 3%3 %3
IEERRERERDERE IEEEEEEERERRE
Service Operations - TIO Complaints
60
s -~ Service'Total
40
230
20
10
[ —
$2833883888388838883333¢83% elstra
553825283 835585332358%
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Outlook - Growth Catalysts

gl .

Mobiles growth International opportunity

Broadband acceleration Data leveraged to economy

Productivity Commission

Foxtel developments recommendations positive

Industry growth &

Pacific Access potential rationalisation

gelstra

Outlook - Milestones

« Revenue Growth > Expense Growth
- Expenses improving second half
~ Margins improving second half
- Deliver on productivity programs
- 10,000 staff reduction
- $550m costs out in 00/01
- Further savings identified
« Core Capex (domestic)
- FY 2002 - around $3.5bn
- Capex control sustainable going forward
« Strong growth in free cashflow
- Continued M&A discipline
- EPS positive after second year
- Company to maintain 6 times interest coverage

gelstra
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Strategy - Delivering

+ Leading positions in Mobiles, data
and internet.

Full Service Provider

« Strongest domestic franchise
and leading brand

» Largest international carrier of voice
and data in Asia

+ Strong growth in free cash flow +16%

+Solid financial position
- AA credit rating
- strong margin & ROE

v - Tight capex and expense control
Our challenge is to

increase shareholder value ' Leveraged to sector growth

and further industry

rationalisation Gelstra

0600116




Changed Industry Dynamics

Capital flowed in as industry de-regulated

1,800
1,600
1400
1,200
1,000

Deregulation

Capital Raised*

Us$m

800
600
400
200

1994 1995 1996 1997 1998 1998 2000 2001
Year

* Source: Broker estimates - debt and equity
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Changed Industry Dynamics

Driving competitive prices

120
115

110

CPI Index

105

Telco
100 cpl

95

90
1994 1995 1996 1997 1998 1999 2000 2001

Lelstr

Year weistra

Source: ABS

Changed Industry Dynamics

Only few making returns on capital employed

4,500
4,000
3,500
3,000
2,500

Millions

Profit

. Telstra
~_|ndustry
(including Telstra)

2,000
1500
1,000

500

0

1994 1995 1996 1997 1998 1999 2000 2001
gelstra

Year

Source: Company Annual Reports

000118




Changed Industry Dynamics

Industry Growth temporarily slowed from 8-12% pa

14%
12% oo
10%

8%

% Growth

6% Revenue

Growth pa
4%

2%

0%
1994 1995 1996 1997 1998 1999 2000 2001

Year elstra

Source: ABS

Foundations for Profitable Growth in Place

Industry Drivers Telstra management's response
7% Strong margin & ROE maintained

Sector growth - temporarily slowing

. Strategic position Q Risk management enables growth

Strong free cash flow growth Working capital, fixed asset turn, margin

Capital management /7 Integrated “strategic” & business process
ROIC/Payback

Customer relationships %3 Strong brand, service metrics up, high Mobiles &
Internet growth

Productivity i% Continual focus on efficiency in processes

Acquisitions 3 Clear 1.1x revenue; Level 3(20% NTA), EPS +ve Yr 2

Balance sheet % Liquidity, cost of capital, ratings benefits

geistra
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Reported Results

Strong Cashflow & CAPEX Mgt

($ billions except EPS & DPS) THOO THOT | THO2 | % A
Sales Revenue 9.29 9.76 10.27 5.2
EBITO 331 436 3.44 | (20.9)
NPAT & MI 209 262 210 | (20.0)
EPS (cents) 16.3 204 | 16.3 | (20.0)
Free Cashflow 05 119 137 | 159
Operating CAPEX 220 2.04 172 | (15.8)
Ordinary DPS (cents) 80 80| 11.0] 375

1. The reported results for 1HO1 includes two signiifcant one off items:
- Sale of Computershare $386 milion increase (0 revenue, $199 million increase 10 expenses, 3187 million increase to EBITDA and EBIT, §123 milion increase to NPAT
- Superannuation writeback $725 miion increase to revenue, EBITOA, EBIT, and $478 million increase to NPAT

* = percent change based on 1H02 compared to 1H01. % based on actual numbers.

elstra

Underlying"Results
Margins maintained in a competitive environment

($ billions except EPS & EBITDA Margin)  1H01 TH02 % Ax

Sales Revenue 9.44 9.63 2.0
Total revenue (excl. Interest) 9.58 9.78 2.1
Operating Expenses 472 4.78 1.2
EBITDA 4.85 5.00 3.0
Depreciation & Amortisation 1.34 1.42 5.7
EBIT 3.51 3.58 2.0
NPAT &M 2.10 2.23 6.0
EPS (cents) @ 16.4 174 6.0
EBITDA Margin (%) 51.4 51.9 0.5
1 Undertying result for THO2 excludes Regional Wireless Company, Reach, KeyCor, TelstraClear, Telstra Saturn, Asset sales, Diminution of

Investments and Restructuring expenses. 1HO1 resutt - includes SAB101 adjustment and excludes asset sales, Diminution of (nvestments, (;elstra
Superannuation writeback, Restructuring Expenses,Global Wholesale & tax rate change
Based on 12,867 million shares

* = percent change based on THO2 compared to 1H01. % based on actual numbers.
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Underlying Sales - Basic Access, Mobiles, Internet strong

Growthin Revenue from

Offset by falls in

Asm % Movement + ASm ASm %™ Movement - ASm
Basic Access 1,343 169 L ISDN, Other data 1,000 (11.5) -141 l:
Mobile Services 1,631 13.2 Other Sales 1,133 (89) -110 E
Internet, Frame, ATM 490 21.0 Local Calls 1,023  (8.) -90 E
Fixed to Mobile 707 120 Fixed to Fixed 588  (9.0) -58 [
Intercarrier 568 Directories 714 (0.8) -6
Mobile Handsets 122 8.0 International ® 216 (3.6) 8

1 compared (o half year ended 31 December 2000

Gelstra

Basic Access Revenues +17%

Wholesale

$1,149m +22%
J ” Wholesale
Retail +16%
1HD1 1H02
Revenue

THD1

1H02

Basic Access Lines in service (in millions)

elstra
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Double Digit Mobiles Growth +13%

Mobile subscribers continue to grow ... Churn is under control
2

16

12

Jun-99 Dec-99 Jun-00 Dec-00 Junt Dec1

EZ% Prepaid ¢ZZPostpaid ——Maohile Minutes

millions
% per month

6
5
4
3
2
1
0

Jun.89 Dec-59 Jun-00 Dec-00 Jun-01 Dec-01

... and Post-paid ARPU is being maintained...

-~ - :: Post-paid
Total

As$

3 Egs 88

T T~ Pre-paid

0
Jun98  Dec99  Jund0  Dec00  Jund1  DecOt

elstra

Data & VAS Driving Mobiles Growth +63%

T +21%
3. | Messagebank®

Int. roaming
+128%
Data

HY2001 HY2002 Mar00 Jun00 Sep-00 Dec00 Mar01 JunO1 Sepd1 Dec01
Mobile data & VAS Monthly SMS (Million)
Mabile Originating only

elstra

® = Registered Trademark of Telstra Corporation Limited
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Internet, Frame, ATM Products Growing +21%
ATM & Frame Ends (Nos)
32000 Frame ends
’ 24000 ————
$405m 16000
8000 ATM ends
Frame 0
1
&ATM 1H0O 1HO1 1Ho2
Internet
1HO1
Revenues
1H00 1HO1 1H02 1H00 1Hot 1Ho2
Narrowband Customers (000s) Broadband Subscribers (000s)
1. Inchudes Telstra Wideband and Digital Access Netwark of $1million in 1H01 and $17 milion in 1H02

Fixed-to-Mobile Revenue +12%

1HO1 1HO2 THO1 2Ho1 1HO2

Revenue Fixed-to-Mabhile minutes (millions)

yelstra
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Underlying Sales - Basic Access, Mobiles, Internet sirong

Growth in Revenue from Offset by falls in
Asm % Movemant + ASm ASm %O Movement - ASm

Basic Access 1,343

ISDN, Other data 1,090 (11.5) -141
Mobile Services 1,631 Other Sales 1,133 (89 -110

Internet, Frame, ATM 490 Local Calls 1,023 (8.1) -90[

Fixed to Mobile 707 Fixed to Fixed 588 (9.0) 58 [
Intercarrier 568 Directories 714 (08) 6
Mobile Handsets 122 International ® 216 (3.6) 8

1 comparedto half year ended 31 December 2000

ISDN, Other Data -11%

Other
| -56%
2%

4%

Leased lines

FaxStream®

Data Lines

1HO1 1H02 1H00 1HO1 1H02

Revenue ISDN Access Line Equiv (000's)
elstra

1. Other includes Intemational leased lines of $86 million in 1HO1 and $43milion in THO2 and Packet Switching
(excl Frame & ATM) of $46 million 1HO1 and $14 million in 1H02
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Other Sales & Service -9%

§1,243m 9% —,
CPE
Solutions Mgt.

$1,133m
-15%
+11%

Inbound Calling | -18%

Other

Controlled Entities 19%

THO1 1HO2

Revenue _
elstra

Local Call Revenue -8%

s1,1

$1,023m

7

8%

1HO1 1H02 1HO1 2H01 1H02

Revenue Local Calls (Millions)
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STD Revenue -9%

564

$588m

1HO1 1H02 1HO1 2HO1 1HO2

Revenue Fixed-to-fixed minutes (Millions)

Underlying Sales - Basic Access, Mobiles, Internet strong

Growth in Revenug from Offset by falls in
ASm % Movement - ASm ASm %™ Movement - ASm

ISDN, Other data 1,090 (11.5 -141

Other Sales 1,133 (8.9 =110

Basic Access 1343 169 |
Mobile Services 1,631 132 |

Internet, Frame, ATM 430 210 Local Calls 1,023  (8.1) -90[:

Fixed to Mobile 707 120} Fixed to Fixed 588 (9.0) -58[
Intercarrier 568 84| Directories 4 (0.8) %
Mobile Handsets 122 80 } International ® 216 (3.6) 8

1 comparedto half year ended 31 December 2000

600126
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Implementing Processes Management

Primary focus of projects

W improve growth
2 cost reduction only'
© improve customer p

elstra

Underlying operating expenses®

Labowr “10%
Employee reduction by 9.7% 1o 44,595
Pay increases

Direct Cost of Sales +5%
Network payments
Mobile handset sales/subsidies

Other operating exp. +9%
IT costs and service payments

$1,704m Doubtful debts expense

- Prior year writeback of settled disputed accounts
Discretionary costs reduced

1Ho1 1H02

Gelstra

- Normalised for, RWC, Keycorp, Clear, asset sales, restructuring costs and investment write-downs. 1HD1 normalised for
Global Wholesale.asset sales, diminution in & and ing costs
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Depreciation & Amortisation +6%
G

$1,417m
$1,341m L Amortisation +11%
' Increased Software Amortisation
Software amortised over 5 years.

Other

Gther Depreciation -24%
Mobile

Smaller Vehicle fleet
Sale & lease back of Midrange
IT equipment in 1H '01

Hobites Depreciation +2%

Fixed network +11%
Higher Capex in prior years

1HO1 1HO2

1 Depreciation & Amortisation of Regional Wireless Company, Keycorp and TeistraClear removed to amive at underlying

Capital Allocation Process

Integrated Strategic and Business Unit Process

: + Milestones
« Prioritisation - Investment | . aocate captal Actual
+ Risk Assessment | Management | - Phased Release Capital
- Monitormilestones |  Committee » Post Implementation Spend
Review
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Focused CAPEX Management

sz,o

$1,716m

+12%
| -20%

Mandat
ancatory Capex/Sales

Development

Baseline -15%

1HO1 1H02

gelstra

1. Includes capitalised interest of $60 million in 1H01 and $54 miifion in 1H02

Building On Regional Presence

Contribution to Telstra Group results 6 months to 31 December 2001

EBIT EBIT Telstra

Sales Total Before After | Carrying

ASM Revenue Revenue EBITDA  Goodwill Goodwill Value

HK Mobile 517 57 172 67 30 2,086

Reach® 20 20 20 865

TelstraClear (from 112/01) 39 39 (1) (13) (14) 125
616 616 191 74 36

- Reach is equity accounted EBITDA contribution to Telstra s after the amontisation of goodwill of $60 million and amertisation of deferred
profits of $22 million.
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Key Financials
11 months to 31 December 2001

(In USGAAP)
$USm $Am
Revenue 1,281 2,506
EBITDA 398 779
NPAT 48 94
Telstra Carrying value 865

Telstra ownership 50%
Customer proposition * Includes capitalised finance leases adj

» Full range of wholesale connectivity services
- Strong Asian strategic focus with global network access
« Profitable/ staying power

gelstra

HK Mobiles - CSL

Key Financials

Customer Benefits 6 Months to 31 December 2001
CSL Telstra
. work
Best netwo ARPU* ($A) 99 66
- > 1,300 base stations VAS as a % of revenue 28" 8
- Widest range of data services Data% of revenue > 7
= m'Wa"et * Includes terminating revenue
** higher than Telstra due to Hong Kong international reaming revenue
« Strong brand
. Extengsive roaming Key Financials ($Am) - CSL
- widest of all operators in Sales Revenue 577
Hong Kong Eg';)’* 1;(2)
» Leader in innovation .
« Telstra Ownership 60%

+ Telstra Investment $Am 2,086

{elstra
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TelstraClear

Customer Proposition

- Fuli service provider

- Trans-tasman services

+ State of the art IP network
- Extended presence

Financials (A$m) Clear Purchase Price

Total Assels A$1,227m 1.1 X Revenue

External Bank Debt A$415m 4.4X EBITDA

Telstra Debt AS404m - Incremental Investment A$ 40 million
Telstra Investment A$125m

Integration milestones yyqy4, 3006102 32102

 Organisational restructure ' Key supply rates renegotated Network &1T l
Capex program inked to revenue, .~ Majority of company restructure complele - resinycture compiete

Lelstra

gelstra
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Financial Strength & Flexibility

Credit Ratings S&P  Moodys  Fitch
- Short term'< 1.year A1+ P1 Fl1+
- Longtem > 1 year AA- Aa3 AA-

Debt Position
~ Gross Debt A$14,004 Net Debt A$11,428
- Capitalisation (net debt + shareholders equity) A$25.955
- Net Debt to Market Value 16.7%
- Net debt /capitalisation 44.0%
- Interest cover (EBITDA/ Net Interest) 14.3x
- Free Cash flow A$1.4bn

welstra

Telstra is competitively well positioned

Industry Drivers Telstra management’s response

+ Sector growth - temporarily slowing % Strong margin & ROE maintained
+ Strategic position ) Working capital, fixed asset turn, margin

- Strong free cash flow growth Risk management enables growth

- Capital management ) Integrated “strategic” & business process
ROIC/Payback

» Customer relationships 3 Strong brand, service metrics up, high Mobiles &
Internet growth

« Productivity Continual focus on efficiency in processes

- Acquisitions Clear 1.1x revenue; Level 3(20% NTA), EPS +ve Yr 2

- Balance sheet } Liquidity, cost of capital, ratings benefits

elstra
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6 March 2002

The Manager

Company Announcements Office
Australian Stock Exchange

10th Floor, 20 Bond Street
SYDNEY NSW 2000

ELECTRONIC LODGEMENT

Dear Sir or Madam

elstra

Office of the Company Secretary

Level 41

242 Exhibition Street
MELBOURNE VIC 3000
AUSTRALIA

Telephone 03 9634 6400
Facsimile 03 9632 3215

Re: Telstra Half Year ended 31 December 2001 Normalisation Schedule

In accordance with the listing rules I enclose an announcement for release to the

market.

Yours sincerely

/M\ Foek .

Douglas Gration
Company Secretary

000133

Telstra Corporation Limited
ACN 051 775 556
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6 March 2002

The Manager

Company Announcements Office
Australian Stock Exchange

10th Floor, 20 Bond Street
SYDNEY NSW 2000

ELECTRONIC LODGEMENT

Dear Sir or Madam

Re: CEO and CFO Speeches

elstra

Office of the Company Secretary

Level 41

242 Exhibition Street
MELBQOURNE VIC 3000
AUSTRALIA

Telephone 03 9634 6400
Facsimile 03 9632 3215

In accordance with the listing rules I enclose an announcement for release to the

market.

Yours sincerely

/Mx Ay

Douglas Gration
Company Secretary
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TELSTRA CORPORATION
CEO SPEECH

HALF YEAR RESULT, 2002.
6 March, 2002.

SLIDE 1 - SOLID RESULT
This is a good, solid result - achieved in a very demanding domestic and international environment.

" Growth in both revenues and profits remains subdued, but nevertheless the company has
remained invigorated through this period of industry restructure and reform.

We have delivered in all the important areas — on EBIT, on market shares and revenues, on cash
flow, on operating expenses and capital expenditure management, on dividends and, most

fundamentally, on customer service.

The result demonstrates the positive effect of our service improvement, packaging, chumn

management and the impact of many other competitive initiatives.

Today I'll focus on our true operating performance as demonstrated by our underlying results. Our
Chief Financial Officer David Moffatt will later take you through the appropriate adjustments to get
there.

The underlying EBIT shows the real growth in our activity - at $3.6 billion, up 2% for the half, it's a
solid performance.

Sales revenue grew 2.0% to $9.6 billion, with Mobile Services again showing double-digit growth
(13.2%). Fixed to Mobiles, Basic Access, Inter-carrier, and our newer data products have also
contributed to revenue growth.

Data products overall have been under significant price pressure, particularly the older products
such as ISDN, leased lines and Faxstream, due to intense competition and deferral of IT spending
(growth having slowed from 10% in 2000 to 4% in 2001). However, we have defended and held our

market share successfully.
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First Half Consumer revenues were strong, which balanced the pressure in the Business and
Corporate segments.

We kept operating expense growth to 1.2% - a very good effort.

Free cash flow growth of 16% is again strong and is an excellent result even as EBIT growth
remains constrained. This and a robust balance sheet provide us with financial flexibility and a AA

credit rating shared by only a few of our global telco peers.

The first half dividend is 11 cents per share - fully franked. This is a 38% increase on the prior
corresponding Half's 8 cents per share. However, you should not assume the full year dividend will
automatically go up as well.

It's clear that our position as a full service, fully integrated telco is ensuring we remain competitive
in a difficult environment and sets us apart from many in our sector.

SLIDE 2 - FIRST HALF ACHIEVEMENTS

[CUSTOMERS AND REVENUES]

Once again, it's been a very productive six months in Telstra - and we've made some excellent
gains in key areas — continuing to improve service (performance levels are at an all-time high),
delivering better value to customers, and achieving greater organisational efficiency.

The most consequential progress has probably been made by our Mobiles Group.

Over the past year or so, David Thodey and his team have -

e Acquired 3G spectrum at very reasonable prices and established a vision which ensures
that Telstra will participate in multimedia wireless services in a timely, efficient and
innovative way with appropriate financial returns;

e Led the way through the important early months of Mobile Number Portability — both
technically and commercially;

o Defined the new marketing paradigm for the next stage of industry growth with the phasing
out of handset subsidies;

e Introduced innovative tariffs and packages;

¢ Updated our distribution channel strategy and dealer arrangements;
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¢ Introduced GPRS on the GSM platform, and trialled 1xRTT on CDMA, and stand ready for
a fast rollout once handset availability and business models are confirmed; and
e Simultaneously produced standout financial results.

At Telstra, we have always been optimistic about the opportunities for wireless products and
services in Australia, and Asia. Our confidence is undiminished.

In addition, our Retail Group, , has fought back in the past year in the face of intense competition.
I'm pleased to report the net impact of chumn across the company, which can really undermine
shareholder value, was neutral over the half-year - with value, service, pricing, bundling and the

single bill all being factors.

We continue to put Australia online — ADSL is now available on three-quarters of the nation’s
phone lines and we'll be marketing it strongly this year.

We rebalanced access with call costs and re-priced our broadband offerings — simply, we're better
aligning our tariffs with our costs — as encouraged by the ACCC and the Government.

Telstra Country Wide continues to deliver solid gains for regional, rural and remote customers.
About 120 exchanges in regional Australia are now equipped to provide ADSL broadband - that's
800,000 services in operation with potential access. Standard dial-up Internet is now available

throughout Australia for the cost of a local call.

We have begun a contract with the Federal Government to provide regional Australia with untimed
local calls in extended zones - a real boon for people in these areas. And our new two-way
broadband satellite Internet has opened up a new era in the bush.

[EFFICIENCY]
Efficiency continues to improve right across Telstra. This is a major focus in the company and we
are delivering on our commitments through our cost reduction programs and process re-

engineering. | will cover this in more detail shortly.

Whilst still on the subject of efficiency, we are continuing to restructure NDC as we scale it to fit the

reduced investment outlook for the industry.
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[ORGANISATION]

We continue to monitor, review and improve our organisational processes. For instance, our
approach to expansion is careful and measured, with very transparent objectives - Level 3 and
Clear are great examples of this approach. Notably these acquisitions are expected to be EPS
accretive after the second year.

As you know, we've also had a big tick for our balance sheet management. It is rock solid — in
December S&P upgraded Telstra’s long-term debt rating to AA minus. Telstra may be the only
telco to achieve a positive rating upgrade in this last year — from an already strong position. Our
strong debt ratings are a key point of differentiation from many European and US telcos some of

which, as you are aware, are continuing to experience real balance sheet problems.
SLIDE 3 - DRIVING RETURNS ON CAPITAL EXPENDITURE

We've managed operating capex down by 16% to 1.7 billion dollars - reflecting improved project
management, tighter control on spending and better value from our suppliers. This slide shows our
capital efficiency improvement over the past five and a half years — the result of a sharper focus on
the allocation of capital and its return.

This slide also shows key development spends over the same period. Going forward, there are
further significant capex projects on the horizon such as 1xRTT and 3G but we believe, with careful
management and aligning the spend with customer demand, we can ensure sustainable efficiency

in our capex spend.

Capex remains one of the cornerstones of creating future value for the company. Our spend on the
access network is fundamental to our dealings with our customers, their level of customer
satisfaction and — it follows - to creating shareholder value.

Our infrastructure spending is shaped by our corporate objectives of improving the quality of our

networks, our service performance, and ensuring the nation is properly prepared for future new

technology platforms which, in turn, will drive shareholder value.

000140




SLIDE 4 - DRIVING PRODUCTIVITY

Telstra continues to deliver on cost control as it must — and the rigour will continue as part of wider

productivity improvements.

Our overarching objective is to drive service improvement, but we intend more than just margin

protection from our productivity programs.

We intend to create the financial room to increase investments in key areas.
We intend to bring further discipline to our relationships with all our providers.
We intend to drive out waste and bureaucracy from our systems.

We intend to focus our resources on the genuinely strategic, customer focused and value

enhancing.
Notwithstanding the good progress to date, much remains to be done.

This is all about making us a more efficient company for our customers to deal with, that is,

allowing us to get to our goal of error-free customer service.

We are also delivering on staff numbers. As | foreshadowed a couple of years ago, we have now
reduced our staff by almost ten thousand to around forty two and a half thousand. Our labour to
sales ratio is now at best practice, compared to European telcos and, as the slide shows, has been
falling over time. Of course, labour isn't the total expense story, but it is the largest single

component and driver of many associated costs.

Our cost base was reduced by $550 million in fiscal 2001. The second round will extend the efforts

- an important element being our mobiles channel rationalisation as well as an across company
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program to ensure there is a consistent methodology used by our people to improve our processes

and productivity.

And along the way, the Next Generation Cost Reduction projects will merge with our new
productivity program, Six Sigma.

SLIDE 5 - DRIVING CUSTOMER SATISFACTION

It's a simple enough equation: improved service = satisfied customers = satisfied shareholders.

I've talked before about the important association between business results, record service quality
and positive movements in customer satisfaction. Telstra is showing that capital efficiency and cost
containment need not adversely impact on service improvement and higher customer satisfaction.
In fact, we are finding that as efficiencies grow we can produce some dramatic positive changes.

Our service stats are good — the best we've ever achieved for installing services and fixing faults.
Figures released by the ACA in December reveal that for the first time, Telstra nationally reached
or exceeded 90% compliance with legislated benchmarks for telephone connection and repair

times for urban, rural and remote customers.

As well, even though, as | understand it, customer complaints against the industry as a whole are
up, complaints against Telstra are down, reflecting in large part our targeted spending on

maintaining and improving the quality of our network.

SLIDE 6 - OUTLOOK - GROWTH CATALYSTS
I'd like to say all the planets are lined up in a row - but they're not.

As | said in the earlier media conference, near term outlook is
for slow growth ,continuing the current trading trends consistent with industry growth near 3% pa.

While we are managing the company to perform strongly under most foreseeable scenarios,
Telstra’s strategy is still a strategy for growth — and we are very well positioned for the economic

and industry upturn we see starting in the next year.
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Il make a few observations on how | see some things playing out.

Firstly we have a number of growth initiatives that are looking at a green light.

Mobiles growth will continue as we aggressively pursue opportunities in new data applications,
focusing on improved content and marketing technologies such as GPRS, SMS, SIM Toolkit and
WAP.

This, together with improved CDMA growth in country areas (less than 50% compared with 60/70%
in the city) and the introduction of new CDMA handsets into the market will increase penetration,
particularly over the next two years.

Targeted marketing initiatives such as the moredyour and moredbusiness offerings recently
announced, will further stimulate usage given the significant price elasticity, which exists in
Mobiles.

Another growth lever is the potential for increasing our market share of pre-paid customers. We
currently have around one million prepaid users and intend to grow this through a broader
distribution strategy including use of non-exclusive fast moving consumer goods, channels and a

revamped product range.

You may have seen our announcements last week describing our accelerated marketing of our
broadband services — via ADSL, cable and satellite. ADSL is now available on three quarters of
Australia’s phone lines and, if broadband uptake follows earlier adoption curves, then a million

customers will be using the service within 3 years.

Another announcement yesterday regarding Foxtel is a tremendous breakthrough. Customers can
now bundle their Pay-TV and telephony products and together with securing AFL rights Foxtel has
a very attractive offering. This offering we believe will deliver an expansion of its subscriber base
and a reduced chumn and eventually open up an exciting world of opportunity for digital

entertainment. The company is now well placed to tackle its prime costs — US programming costs.

Additionally the time is about right for Pacific Access, our directories business, to step up and
begin delivering on its potential, especially as its recent small business confidence survey points to
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growing optimism among Australia’s SME base. The recent purchase of CitySearch is a small but
strategic move. CitySearch almost doubles the number of PAs online customers and increases
users by around 50%.

Our offshore assets are positioned to make important contributions in the years ahead, and there

remains further opportunity for sensible bolt-on acquisitions throughout Asia.

There are however some growth drivers that we know have potential but are waiting further
developments.

In particular growth in Corporate data. With economic recovery we expect to see growth restored
to this business line. But in the meantime, it is the corporate segment in our portfolio which is most

under pressure to lift its revenues.

The Productivity Commission recommendations - Telstra sees good things in the key
recommendations of the Productivity Commission reports, for example-
e Less regulator discretion in access pricing we believe is very positive. For some time now
we have put forward the view that below cost pricing drives out investment.
¢ Higher, clearer hurdle for declaration of services
e Sun setting of declared services
¢ Indicative time limits for arbitrations

We look forward to these recommendations being adopted.

Finally - There remains further opportunity, probably need, for industry consolidation.

Whilst | see Industry growth trending back up as this calendar year progresses, the economic
models of many of the newer players are not compatible with a slower growth environment, or the

revised demands of the equity and debt markets for conventional financial retumns.

SLIDE 7 - OUTLOOK - MILESTONES
With reference to our operational expectations over the next few months, we expect -

Revenues will end the full year growing faster than expenses

We will continue to deliver on costs

Telstra’s margins will be maintained, or increase slightly

Core domestic capital spending will remain disciplined and total around $3.5 billion
Strong free cash flow growth from Telstra’s core businesses will continue

oL~
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SLIDE 8 - STRATEGY - DELIVERING

Let's conclude by looking at the fundamentals - the facts — about Telstra. At a time when the
industry continues to consolidate, recover from the dot.com era fall-out, and grow itself out of the
sectoral slowdown, we see a company in excellent shape financially, strategically and

organisationally.

We see-

e Afull service, fully integrated telco with leading positions in mobiles, data and Internet.
e Australia’s strongest domestic franchise and leading brand
e The largest international carrier of voice and data in Asia through our Reach business, with
quality properties in Hong Kong (CSL) and NZ (TelstraClear) — properties which we will
improve with our technological input as well as good operational systems and marketing
expertise.
¢ Strong growth in free cash flow, some 16% on PCP.
e Arock solid financial position with an AA credit rating and strong margin and ROE
o Tight capex and expense control; and
e Acompany leveraged to the return of sector growth.
We're strong. We're lean. We're fit. We have the networks, the products, the services, the people
and - | believe - the smarts and the will to continue setting the pace in this industry, achieving

sustainable value for our customers and shareholders alike.

Thank you. I'll now pass you over to David Moffatt who will take you through the financials in detail.
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Telstra Interim Results Announcement
CFO Speech

Half year ended 31 December 2001

Slide 1 - Title Slide

Thank you Ziggy — and good afternoon ladies and gentlemen.

The six months under review was a period in which sector growth remained subdued, competition
in the corporate and data markets was particularly intense, and the dynamics of the global industry

shifted further in Telstra’s favour.

In this environment, Telstra - a financially strong, full service and fully integrated telco - has
produced a sound result.

Free cashflow was up, capital management was strong and expenses tight.

Telstra is delivering in the key areas of financial management and process improvement.

fwill -
e Take you through the reported numbers;

o Focus on the underlying results to enable you to better understand how our core Australian
businesses are performing; and

e Review the performance of our international ventures - CSL, our Hong Kong mobiles

business, Reach and TelstraClear - all of which are on frack and achieving the operational
milestones we have set.

Slide 2 - Industry Capital Flow (Changed Industry Dynamics)

The industry dynamics set an important backdrop to this Half's results.

While Telstra has been subjected to competition in National Long Distance and International since
1991 and Mobiles since 1992, it was the 1997 Deregulation that has had the most impact on the
telecommunications market.

Since 1997 over A$11 billion in debt and equity has been raised and applied to the telco industry in
Australia.
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Slide 3 - Competitive Prices (Changed Industry Dynamics)

The graph shows that Deregulation has had a positive impact on the prices that non-business
customers pay for telecommunications. Price reductions in the business sector have probably
been even larger than those in the graph. However, from a shareholder’s perspective the results
have been mixed. The reason many shareholders have been worse off is simple. Much of the $11
billion spend went into duplicate infrastructure, marketing and advertising spend to attract new
customers; and direct subsidies to customers, for example handset subsidies in mobiles area.

Just as that position is unsustainable, so too is the position we now find the industry in, where
many of the financially stretched players are selling at prices which do NOT allow for reinvestment
(for example depreciation and amortisation). This is a high-risk situation for customers and the
industry.

SLIDE 4 - Industry Returns

Telstra, on the other hand, IS reinvesting and making returns for shareholders. OQur customers can
be sure that entering into long-term contracts with Telstra will be rewarded with a robust network
with appropriate levels of redundancy, high levels of new product innovation and service AND
competitive prices.

SLIDE 5 - Industry Growth Temporarily Slowed (Changed Industry Dynamics)

I would now like to pull these themes together in support of Ziggy's comments about the industry’s
growth rate.

As this graph shows, the industry from 1994 to 2000 was growing in the 9-12% range or around
2.5x GDP. In fact, over the last 26 years the industry has, on average, grown at around 2.5 times
GDP. As noted above, intense competition combined with the pressures on some telcos to
generate cash flows to maintain short-term viability, has pushed prices to unsustainably low levels
that do not cover continued network investment. This may have resulted in a boost to growth
above what it otherwise would have been and then the slower economy has accentuated the fall in
industry output. This has pushed industry growth to around 1.2 times GDP growth rate. The
economy rebounding will not be enough - unsustainable pricing must also be further unwound, for
the industry growth to again outperform GDP growth by 2.5X.

Having said that .. . . the importance of communications to both business and households

suggests strongly the mid-term industry future is bright for growth driven by Wireless, Wireless
Data, Broadband and Internet.
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Slide 6 — Foundations for Profitable Growth in Place

Ziggy highlighted the elements of our focus and our actual performance against key financial
measures.

As | take you through the detail of the result, | will add further information regarding what we are
doing every day at Telstra, our management response if you like, and why we believe Telstra is
in an excellent competitive position ... Telstra has a great foundation for Growth.

o Despite temporary slowing in sector growth we have grown margins and maintained ROE.

» Our approach to risk management secures our strategic position and enables growth with
confidence.

¢ Unlike many of our peers a focused approach to working capital and fixed asset management
has ensured strong growth in free cash flow.

e This has been supported by an integrated strategic and business unit process of capital
management.

o The quality and strength of Telstra's customer relationships are supported by our brand
strength. We are the most valuable brand in Australia and we are improving our service
metrics.

o Our focus on process improvement combined with a belief in "an infinite capacity to improve
everything we do" is delivering a best practice cost culture;

o The rigour of our M & A processes as demonstrated by acquisition of Level 3 (80% discount to
NTA) and Clear acquisitions (1.1 x Revenue) (4.4x EBITDA);

o All are underpinned by the strength of our balance sheet and our AA- rating ... Telstra was
the only incumbent Telco in the world to receive a ratings upgrade in the last one to two

years.

The foundations for profitable growth are in place Our challenge is execution.

Slide 7 — Reported results - Strong Cashflow & Capex Management
The reported numbers show a decline in EBIT, Net Profit after Tax, EPS and Operating Capex.

The fall in reported EBIT, NPAT and EPS by around 20% is due to two major one-off items which
inflated the December 2000 Half Year result and are not repeated in this Half.
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They are:

o A $725 million write back of the superannuation provision which increased EBIT by $725
million and NPAT by $478 million; and

o A $187 million profit from the partial sale of our interest in Computershare, which increased
EBIT by $187 million, and NPAT by $123 million.

In addition, the reported results are also impacted by acquisitions and divestments since the Half
Year ended 31 December 2000 including:

¢ The consolidation of HK Mobiles, KeyCorp and TelstraClear and 50% of Reach and the
sale of the global wholesale business in January 2001;

To get clarity of our underlying performance | draw you attention to free cash flow. It grew
strongly in the half, up almost 16% to $1.4 billion. While many of our competitors are cash
negative, our cashflow supports reinvestment, dividends to shareholders and growth

Accounting policies

Before turning to our underlying results, | want to touch on a topical subject —accounting policies.
Telstra’s accounting policies comply with the spirit and letter of Generally Accepted Accounting
Principles (GAAP). Our accounts show no distortions from capacity swaps or unusual revenue
recognition of indefeasible rights of use, we do not engage in cashless capacity swaps, hollow
swaps and only settle net where required to do so by law, for example, our intemet peering
transactions. Further settiements are at prevailing market prices.

Our complete disclosure, which is in front of you, demonstrates our commitment to transparency.
Slide 8 — Underlying Results

Included in your packs is a full reconciliation of the adjustments required to arrive at the underlying
result.

For the six months to 31 December 2001 Telstra’s underlying sales revenue increased by $185
million, with growth from Basic Access, Mobiles Services revenue, Internet, Frame and ATM
products.

EBITDA grew 3% to $5 billion and our EBITDA margin grew slightly to 51.9%. Highlighting
underlying sales revenue growth exceeded expense growth.

And confirming previous commentary Depreciation & Amortisation grew at 5.7%, due to higher
historical Capex.

Underlying EBIT grew by 2.0% to $3.6 billion. In a slower economy and an increasingly
competitive market ..... this is a sound result.
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Slide 9 - Underlying Sales

The main revenue drivers were Basic Access, Mobile Services, Internet, Frame & ATM. These
were offset, however, primarily by lower revenue from ISDN, leased lines, local calls, other sales &
service and long distance revenues.

Let me take you through the main items.
Slide 10 - Basic Access +17%

Basic Access increased $194 million reflecting:

¢ The continued rebalancing of access and call product prices; and
¢ The further introduction of value packages for our customers which favour access over call
charges
Combined, these helped stablise churn, as demonstrated by the slight growth in our Retail
customer access lines.

Slide 11 - Double Digit Mobiles Growth + 13%

Mobiles data revenue is a strong performer for Telstra. Underlying Mobile Services revenue has
grown $190 million to $1.6 billion over the previous corresponding period.

Mobile Number Portability ... since late September 2001 has had minimal impact where we have
experienced net gains in the high and medium value segments and losses in the low value

segment. Our low chumn levels are world class.

Mobile services in operation were up 19.2% on prior corresponding period to 5.6 million (27% of
which are prepaid subscribers).

Postpaid average revenue per user (ARPU) has grown to $63.54, up 1.6% due to the penetration
of mobile data. Overall ARPU has fallen as the proportion of pre-paid customer increases.

Slide 12 - Data & VAS driving Mobiles Growth +63%

Mobile Data and Value Added Services have increased $93 million to $241 million.
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36% of subscribers use SMS. The growth has been assisted by CDMA customers being able to
exchange SMS messages with other carriers from September last year and more attractive offers
(like half price SMS at lunchtime).

Total Data and VAS is 15% of Mobile revenue compared to 9% in the prior corresponding period.
Slide 13 - Internet, Frame and ATM growing +21%

I'l now move to Data and Internet. We have split our data products between new generation
products (ie those that represent the largest future growth of Telstra’s data and Internet revenues)
and more traditional services (such as ISDN and Dedicated data services and leased lines).

Our new generation data products have grown $85 million to $490 million:

o Internet revenues have grown strongly increasing $74 million or 42% over the prior period
to $250 million, with terrific growth in online subscribers - up 60% on prior corresponding
period and broadband subscribers almost doubling to 122 thousand.

e The Frame Relay and ATM line includes domestic and international Frame Relay and ATM
with Domestic Frame Relay and ATM accounting for 75% of this category.

o Physicals for domestic Frame Relay and ATM are continuing to grow although this has not
been reflected in revenue growth, with Frame Relay growing at 12% and ATM growing at
28% as yield decreased with competitive pricing pressures.

| will talk about our more traditional data products shortly.
Slide 14 - Fixed to Mobile +12%

Fixed to Mobile revenues increased $76 million due to the increase in the number of mobile
services in operation in the Australian market to over 11 million now exceeding the 10 million fixed
line SIOs.

Slide 15 - Underlying Sales Revenue (repeat of earlier slide)

Intercarrier revenues growth has slowed compared to last year due to slower industry growth.

| will now take you through the right hand side of this chart; the products where revenue declined

on the corresponding prior period.

Slide 16 — ISDN, Other Data Products -11%
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There has been a fall in revenues from our more traditional - data products due to three main
factors -

o The migration to newer data products, although this migration has slowed in line with
reduced economic activity;

o The intensely competitive nature and sometimes irrational pricing in the corporate data
market, which meant we had to meet the prices of our competitors most of whom are not
achieving adequate returns on investment; and

o The realignment of ISDN and PSTN calling prices and discounting.

Although ISDN access equivalents and minutes have grown by over 10%. ISDN revenues fell by
5.7%. ISDN access revenues were up 3%. However ISDN voice revenues fell 10% and data
revenues fell by 14% voice and data yields have fallen because::

PSTN and ISDN prices have been more closely aligned;

e the rebalancing of access and data/call product prices;

e More customers are using Express Telstra discount plans; and

¢ Anincreased level of discounting for voice in the key corporate segments.

FaxStream has declined by $6 million as services in operation have declined by 4.8% as other
technologies like email grew.

Data lines revenue was up 2.9%. However this is mainly due to the inclusion of dedicated access
revenues ($32 million) compared to $11 million in the prior year. The product was previously
reported in Intercarrier. The main product in this category, Dedicated Data Services, has declined
11% to $132 million corresponding with the fall in DDS physicals by 12% as customers migrate to
newer products.

Leased lines have fallen 24% or $30 million to $95 million as customers migrate to newer
technologies such as Wideband IP.

International leased lines, included in "Other”, has declined $49 million, partly due to the
Olympics revenue in the prior period ($17 million) and also due to excess bandwidth capacity
reducing prices.

And after all of this our Market share remained relatively constant.

Slide 17 Other Sales & Service -9%
Other Sales & Service has declined as:
¢ Inbound Calling products have fallen $36m with the introduction of inbound number

portability in the December 2000 half reducing market share and yield.
o Customer Premise Equipment has fallen $22 million due to increased competition
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o Controlled entities revenue fell $66 million due to the fall in external construction
revenue from NDC'’s operations, as the demand for telecommunications infrastructure
builds is lower.

Slide 18 - Local Calls -8%

Local Call revenues fell $90 million to due to The continuing impact of rebalancing access and
call product prices. This has reduced local calling prices by an average of 5% during the
period.

Slide 19 - STD -9.0%

Long distance calls have experienced strong competition resulting in a reduction in revenue of

$58 million, with minutes of use stimulated by new offerings resulting in lower effective prices.

Slide 20 Underlying Sales revenue (Repeat slide)

Directories revenue fell slightly due to the slow down in advertising by corporates and SMEs

While volumes were up in International, revenue fell 3.6% due to lower prices.

Slide 21 - Implementing Process Management

We have commented previously that we are progressively implementing process management
(using Six Sigma methodology) across the Company to ensure that our processes are simplified
and customer focused.

This journey is beginning to highlight the opportunity for customers, staff and shareholders with the
majority (75%) of project activity focused on improved customer processes and growth.

Slide 22- Process Improvement Drives Cost Control

Cost control achievements continue. We have maintained our focus on cost control with
underlying operating expenses growing by only1.2%.

Let's look at each item.

Our labour costs have fallen by $160 million, reflecting lower staff numbers (reduced by 9.7% or
4,778 to 44,595) and less overtime.

Offsetting lower staff numbers we paid an average 5% salary increase to staff on contracts in
October and Award staff received a 4% increase in December.
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The reduction in our staff numbers is the result of implementing several cost reduction strategies,
however, a proportion of labour costs moved to the other expense category due to the outsourcing
of some activities. We also manage our labour costs including substituted (outsourced) labour
costs (like IT contractors, contract service and contractor payments and consulting expenses).
When combined, the labour and labour substitution expenses fell 3.4%.

Direct Costs of Sales have increased by $73 million mainly due to -

o Higher mobile handset sales; and

e Higher payments to domestic carriers due to growth in the mobiles market and some fixed
line substitution, as well as payments to international carriers - partly due to higher data
volumes including payments to Reach of $A400 million in the Half.

o This was offset in part by lower costs of construction activities provided by Network Design
and Construction to external parties due to lower construction activity.

e The removal of handset subsidies will assist cash flow in the future. However, as the
current deferred subsidy will not flow through the profit and loss until the end of fiscal 2003,
the effect on our expenses will not be fully felt until fiscal 2004.

Other expenses have increased by $143 million due to -

¢ Anincrease in costs paid for the outsourcing of some activities (network maintenance, pre-
provisioning and activation work, and our billing function) and the sale and leaseback of
our midrange IT equipment in the prior period;

¢ Higher absolute bad debt expense this period as the prior period, bad debt expense was
lower, due to the settlement of several large disputed accounts that had been provided for
in prior years.; and

o General discretionary costs (promotion & advertising travel and administration expenses)
have fallen 16% to $195 million as a result of cost reduction activities.

We will continue to use both project and process management to attack direct cost of sales and
other operating expenses. The removal of handset subsidies, renegotiation of outsourcing and
supplier contracts and the review of our end-to-end customer processes will result in lower cost
and improved service.

Slide 23 - Depreciation & Amortisation +6%

As a result of our $21.4 billion spend over the past five years, our underlying depreciation and
amortisation continued to grow, it was up 5.7% or $76 million.

We have previously said that we expected depreciation & amortisation to increase by $300 million
this year. Due to asset sales, the reduction in Capex and some minor service life changes totaling
about $48 million, we believe that this number will now be around $250 million for the financial

year.

The biggest rises will be in the core Customer Access Network where expenditure increased again
and amortisation of software reflecting its shorter life.
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Slide 24~ Capital Allocation Process

Telstra's capital allocation and monitoring continues to improve, with our Corporate, Strategic and
Business Unit process locking tightly together through the Investment Management Committee
which | chair.

We seek process improvement as well as a reduction in cycle time - the time between approval,
spend and implementation — as key elements in sustainable Capex reduction.

The capital allocation process involves an integrated bottom up and top down-approach. Business
Unit requests for funding come to the Investment Management Committee. This Committee,
comprising all the Business Unit Heads, puts a strategic overlay on the requests and reviews and
allocates capital, based on strategic fit to the company’s growth objectives and risk-adjusted return
criteria.

The value of this integrated capital allocation process is reflected in our current Capex
performance.

Slide 25 - Focused Capex Management

We have continued to reduce our capex and improve our service levels. Our operational Capex to
sales ratio has fallen to 16.7% for the December Half - down from 20.9% for fiscal 2001.

We have reduced our operational Capex by $323 million to $1,716 million. This was achieved due
to:
e A stronger capital management focus;
e To sustain our high Return on Equity, a focus on reducing payback periods; and
e Improving the systems to evaluate and compare Capex to the original and investment
plans.

While our baseline spend to maintain and expand existing services reduced it did so because we
better managed equipment supply arrangements and project implementation.

Included in our baseline spend is an amount of $508 million spent on the Customer Access
Network - an increase of $32 million or 6.7%.
Slide 26 - Building on Regional Presence - International Ventures

Our main international ventures, HK Mobiles, Reach and TelstraClear, which we have consolidated
from 1 December 2001, are hitting their operational milestones.

The three entities contributed $191 million to our reported EBITDA for the six months to 31
December 2001 results.
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Let's first turn to Reach
Slide 27 - Reach Operations

Reach achieved an EBITDA for the 11 months ended 31 December 2001 of $US 398 million
(annualised $US434 million), which is in line with our previous guidance albeit, at the lower end of
the range.

Reach is currently operating in an extremely difficult market environment, which has been
adversely affected by a number of factors, including:

e The world economic downturn and slower than expected growth in demand for cross border
connectivity services; and
e Oversupply of infrastructure and capacity in Asia and worldwide.

Notwithstanding the current market conditions, we believe that Reach has the opportunity to
consolidate its position - and take advantage of the availability of distressed assets - to underpin its
longer term position in the market. The acquisition of Level 3's Asian assets at an 80% discount to
NTA is an example of this opportunity.

We and PCCW believe that Reach the best positioned connectivity provider in Asia and we are
both committed shareholders. Historically, we have been the substantial acquirers of cross border
connectivity services from Reach. We expect this to continue. Telstra requires these services to
support our domestic growth businesses, particularly an Internet and Broadband rollout which is
being taken up faster that any other mass market technology in history.

We expect to spend about $A 400 million with Reach during second half of this fiscal year , about
the same as we spentin the last six months of 2001. Because prices have fallen we will acquire
more capacity and have initiatives underway to utilise more capacity.

It is worth putting Reach in context . . . our domestic business is 93% of Revenues, almost all of
our Profits and 93% of Assets.

Slide 28 - CSL Best Practice

CSL also operates in an extremely competitive environment and, despite revenue pressure, has
managed to grow EBITDA 15% year-on-year, through strong cost management and the
introduction of new services that will drive data revenue growth.
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Cost reduction initiatives included:
¢ areduction in handset subsidies for new acquired customers;reducing the costs of
delivery for IDD and Roaming by negotiating down the unit rate with our business
partners; reduction in bad and doubtful debts through improved credit management
processes;
o Targeted spending in publicity & promotion (e, they spent less).

ARPU at $HK410 is well above the Hong Kong average of $HK220. But is also down from the
2000 year, mainly due to a reduction in voice ARPU.

CSL has leveraged Telstra's experience in Data and VAS products to offer new data & VAS
initiatives to grow revenue to replace falling voice revenues (eg, Ring Tones; M-wallet (a secure
mobile payment capability), E-mail). Though data revenues represent only 2% of total revenues
CSL is in a strong position to capitalise on future data and VAS growth.

CSL has improved its Capex management and as a result reduced capex by 34% to HK$402
million for the half year.

Slide 29 - TelstraClear

We have had operational control of TelstraClear for 3 months. This business was purchased at
1.1x revenue and for less than asset value. We have set clear milestones for the business such
as:

Completing the organisational restructure by 30 March 2002; (Well on the way)

Ensure the Capex program and new revenue streams are directly linked by March 2002;
Key supply rates are to be renegotiated by June 2002; and

The network and IT restructure which is to be completed by December this year.

The management team under the Leadership of Rosemary Howard is on track to deliver against
these operational milestones we have set

We are confident that TelstraClear will be a strong challenger brand in the New Zealand market.
Customers have welcomed our extended presence, the full range of services to all customer
segments and the strength created by the trans-Tasman services that we can offer.
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Slide 30 - Telstra's Financial Framework

Turning to our Financial Framework.

Telstra’s core domestic businesses are managed for growth on the basis of maintaining ROE
returns in the low to mid 30% range. All other investments are managed separately with
appropriate risk adjusted retumns requirements. As we said at the Full Year results announcement,
these investments are currently earning under a 10% ROIC (Return on Invested Capital) and have
received increased management attention to ensure they deliver appropriate returns over time.

The acquisitions we have made have both improved the time to acceptable returns from these
assets and improved our strategic position in those markets.

Slide 31- Financial Strength & Flexibility

A strong balance sheet and credit ratings are important foundations for any company. The strength
of Telstra's balance sheet is reflected in the AA- credit ratings by all three major rating agencies.
importantly, all three have a stable outlook for Telstra - a key feature for investor confidence. This
financial strength allows us to raise funds at very competitive rates and with more flexibility than
many of our peers.

We have seen a major degradation in the ratings of global telcos and their financial strength has
been further compromised by their liquidity profile. Telstra’s disciplined approach earned a ratings
upgrade by S&P last December - the only upgrade in recent times received by an incumbent major
telco over the last two years. This reflects both our absolute lower levels of risk and strong liquidity
profile. Our profit engine is robust. As mentioned our domestic business is 93% of assets, 93% of
revenue and almost all of our profits. Our tentative steps offshore are increasing our opportunities
and learnings every day.

Slide 32 - Telstra is competitively well posifioned

Here we end where we started this presentation. In light of the key industry drivers | have
explained to you today, it is clear Telstra has the foundations for profitable growth.

Our highly disciplined approach to to risk management, cashflow, ROIC combined with an ever
increasing customer service focus all underpinned by a strong balance sheet means we are
focused on the right things.

We have a great opportunity both locally and regionally to build on those strengths — our challenge
is excellent execution.
| now hand over to Ziggy to chair the question & answer session.

Thank you.
4293 words — 35.5 minutes approx
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