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O definition of corporate sociol responsibitity

At Telstra, we believe that corporate social respansibility

is 0 values-based approach to how we do business, leading
15 beyand legal complidnce to make a positive contribution
to the industries and communities inwhich we participate.




e

i

-

From the Choairman and CEC

We are keenly aware of Telstra’s status in Austrolia -
a company that in some way touches nearly every
Ausiralian every day. Gur long history has made us
on Australion icon and our recent history has put our
future in the forefront of Austrations’ minds. As we
continue io evolve as a company, we have taken time
it patse and ook af the impact we have on our waortd
- domesticaily and globally.

Ctearly, that impact is more than one-dimensional.
it is not just about our finandat performance ~ nor
would we want it to be.

We have a clear vision as o company - Telstra, Australia’s
connection to the futyre. As leaders in business and
industry we will continue to nurture and develop that
future, recognising that the success of our company is
intercormected with the success of our Australion and
gtobat communities.

This first report is important because it recognises

that a company is nat a collection of policies and
capital, it is driven and given its character by s
people. Telstra people are not just employees - often
they are shareholders and customers as well. They

are part of the communities In which we as o company
participate. The character of Telstra is defined by our
Telstra Vatues and by the people who work for us.

As leaders, we will show by example and through

our business direction that Telstra is here for good.
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About this report

The Telstra Vatues extend o aur international operations.

To growing niumbers of stakeholders - including our
employees, customers and shareholders - being a successiul
cornpany is not just about financial performance; it is
also gbout being g good corporate citizen.

Many corporations currently produce annual reports that
go beyond comptionce and encompass sustainability issues
referred to as Tripte Bottom Line, Corporate Citizeniship,
Social Accountability or Corporate Social Responsibility
reports. We favour an integrated approach to corporate
citizenship and think of it not as a project, but as what
we do and how we do i#. As with many companies,

many aspects of sustdinability are already embedded or
underway within our organisation. Our first report provides
a means to gather these threads of activity together to
show an overall view,

For Tetstra, ait of these activities and our approach
to corporate social responsibility are g reflection of
the character of our company, which is encapsulated
by our company vatues.

This report Is a snapshot in time, not an exhaustive
evatuation of all our activities, colluting key
highiights in our performance as at 30 June 2003,

it is o natural progression from the Public Environment
Reports we have produced in recent years. We try to tell
ol story in our own way - niot as an academic exercise
but as a foctuel and contemporary summary that
reflects our perspective of corporate social responsibility.

The report has been prepared with reference to
internationally-recognised reporting guidetines
particularly the Globat Reporting Initiative. However, the
report captures our activities in o wau that we think is
most suited to cur primary audience - our employees,
our customers and our shareholders.

in this printed surmmary, we have provided highlights of
what we have done and our commitments for the future,
while acknowledaging areas where we believe we still
kave room to improve. We anticipate that our reporting
will be incremental and become more sophisticated

with experience.

This report is not just about a company - our best
achilevements are aiways the result of the people who
breathe life into this company - people who want to
work for a company that is here for good.

Contact numbers and websites for furthey information about
speciic activities in this report are available on page 36.

More informeation is avallable ot our website
www telstra com aufcommunications/osr

About our company

Since the Post Master General's (FMG) Department
was estgblished in 1901, the “telephone company has
evolved significantiy.

tn 1875 the PMG was separated into Austratia Post and
Telecom. Then, in the lead-up to the deregulation of the
telecommunications industry, Tetecom, together with
OTC Lid, eventually became Telstra {owned by the
Commonweatth of Australia} and the most significant
transformation since the PMG days began - the removal
of the monopoly and the introduction of competition in
the telecommunications industry in Australia. Today, the
'telephone company’ has developed from a nationat
monopoty servidng subscribers into a global playerin
the field of full service, integrated dato and
communications to millions of customers.

tn 1897, the Commonweatth Government privatised
33.3% of the companu in one of the largest floats in
Australian Stock Exchange history. Two years later,

a further 16.6% was sotd, leaving the Commonwealth with
4 50.1% majority holding. In June 2003, the Austratian
Government put forward legisiation to parliament to
complete the privatisation of the company. This
legislation is a matter for partiamentary debate and if
passed will enable the majority shareholder ~ the
Commonwealth - to complete the privatisation of Telstra,

The shape of the telecommunications industry in
Australia has changed substantiolly since deregulation.
As at Jume 2003, nearly 100 current carrier licences had
been issued and over 1,000 carriage service providers
were in operation, most providing internet services.

Thiere is now vigorous competition for the key corporate
and government clients as well as for residential
customers, Four mobile networks have been established
in addition to Telstra’s two networks, and mobile phone
use higs increased dramaticatiu.

Ausiralia’s telecommunications industry is unique

i manu ways - in particular because of the hugety
diverse geography and distances that impact customers,
Australia also has one of the most heavily regulated
telecommunications industries in the world, with

Telstra as the teading domestic pltayer and a competitive
tandscape of both smail domestic and huge international
telecommunications companies competing for the
customer dodlar.

Telstra has offices in San Francisco, Mew York, London,
Singapore, Hong Kong and Beijing, with significant
operations in New Zealand through TelstraCleay, and
throughout the Asia Pacific region. In tine with cur
Tetstra Vaolues, we contribute to these economies and
communities by providing employment, sponsorships
and investment opportunities. This rich and complex
background provides Telstra with o large number of
stakeholders, many of whom have competing interesis.

Oue continned dadlenge 15 finding the
bolorce belween rinning a profilable
business while doing Things in a way thal
meels onr own crileria for valines-bosed
success. We want fo operale with
susainabiily in mind and action -

we are here for qood,

Tetephone swichroom in PMG Exchange.

Satellite dishies, Gnangarra Earth Station, WA,
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FIRE, FLOOD AND DROUGHY

Telstra people show the values of cur company most
when disaster sirikes. When parts of Austrolia were
devastated by floods in 2002 and fires during summer
200243, cur people and our company went beyond the
call of duty in their response. it was not just about
reconnecting telephone lines.

Telstra peaple across Australio worked ground-the-

clock behind the scenes 1o do what they could o help
the victims and their famities and restore essenticl
communications in the shortest possible time. Employees
from all over Australia were temporarily relocated to

the disaster zones to restore services {eg. around 120
staff were brought in from interstate to help restore
services after the ACT fires).

The Farmbiond Founddtion, aimed at helping drought
stricken farmers and farm contractors, was set up

in Gctober 2002 during one of the worst drovghts in
Australion history. Telstra is o founding partner and
our Chairman, Bob Mansfield, is also the Chairman
of the Farmhand Foundation. Farmhand raised more
than $23.5 million to help provide immediate relief

to around 15,000 farming families in 2002/2003.

Qur performance

« Mabile services charged at fixed line rates for those
whio lost their homes or fixed-fine service in bushfires.
« Supplied hundreds of mobile phone services to
emergency workers to gssist communication both
in the field and between emergency workers and
thelr famities.

» Pauphiones were instatled in affected areas and
switched to non-metering for calls so families and
friends could stay in touch.

» Contributed $100,000 towards the Canberra Bushfire
Recovery Appeal.

= Donated $1.1mittion to the Farmhand Foundation
(including $100,000 from the sale of the (D' am
Austratiar’ from Tetstra ottlets),

o Established the Farmhand Appeat Hotline, staffed by
Telstra Friends, and hosted the Farrmhand website,

BALE

immediately following the Boli bembings on 12 October
2002, we cregted the Telstra Bali Assistance Program for
victims and families.

Through this program we extended our internal staff
counselling service to victims. We waived normal Telstra
charges to eligible Telstra customers impacted by the
bombings and to etigible not-for-profit organisations
assisting victims and their families. We also donated
$100,000 for the support of the Bali victims.

The group now has an ongoeing role of community
service activities as well as involvement in charity
profects selected by Telstra Friends itseff.

Telstra Friends currently has over 4,000 registered
members who include staff, farmily and friends, and

Althiough stoff accasionally participate in Telstra
Friends’ activities on company time, most activities
are carried out in the volunteers’ own time.

Our performarnce

« Contributed more than 12,000 hours to community
retated events, an increase of over 50% from the
previcus year.

« Managed events at 442 sites, an increase of 12%
from the previous year

« Raised mare than $77,000 for various charities
{excluding the Farmband Telethion).

o Participated in (ean Up Australio Doy at 75 sites
with 2,508 volunteers,

As we contmue o deveiep and mati}re as c:m

- vatues upon which we have built our business, The -

‘that we confribute to the commumtg

a “The Telstra Foundatmn -G giving pmgmm of a
- ‘philanthropic, non-commercial nature,

employs three full-time staff to manage the program.

- organisation, our giving has.evolved into.a number af

20000 —

o~

HOSPITALS 513,700
i CARRBEANDT $2 200

[TEesTRACHILD FLIGHT £3,900

[ WARIDRS S6,500
TUTAL BT RGN

FEDICAL RESCARDT 34,100
LOMMLINITY PROGRAHS 518,600

8 sooLto
B conaos

- forms, The focus and intent of our giving is guided. bg -

foliowing examples demonstiate two dsfferem wags

o SpGﬂSDE’ShEpS ~with commemai autcomes in mmd
- while still intending 1o benefit the community, * o
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The Foundation has its own Chairmean, Herb Elliott, AC,
MBE and board of directors, the majority of whom are
community members wha are leaders in thelr fields, such
as 2003 Australian of the Year, Professor Fiona Stantey, AC.

The Foundation has a total operating budget of $5 million
per annur, funded by Telstra, and administers two funds.
The major fund is the Community Development Fund,
which supports causes and initiotives that better the fives
of children and young people across Australia. The second
grants program, the Telstra's Kids Fund, provides smatler
grants to iocal organisations and activities involving
children or young relatives of Tetstra staff.

The Foundation received around 1,200 applications
for the Community Development Fund in its Tirst year,
only 100 of wivich were able to be funded. As g result,
the Foundation has refined its focus to suppont fewer issues
at greater depth. The Foundation hopes this approach
witl hiave a greater and more sustainable impact. In
September 2003, the Community Development Fund
began seeking to address causat factors affecting the
health, well-being and tife chances of children and
young people through a focus on:

 Early Intervention

« Chitdhood obesity

¢« Indigenous community development

« Gifted and talented children and young peopte.

2002/2003 Foundation grant recipients included:

« The Centre for Community Chitd Health in partnership
with The Smith Family - Reach Out and Reod eariy
literacy project

» The National Heart Foundation of Australia -
childhiood obesity research

= Ngaonyatjarra Pitjantjotjare Yankunytjatiora Women's
Coundit - Child Heolth ond Nutrtion project

e Inspire Foundation — Reach Gutt website for young
pecple experiencing tough times and depression.

Our performance
e Provided $4.35 million in grants o 790 not-for-profit
community groups:
- $3.6 mitlion through Community Development
Fund to 100 recigient organisations
- $750,000 through Tetstra’s Kids Fund to
650 community projects
- About one-thivd of projects supported
ruralfregional areas.
» Assisted a wide range of organisations and projects
including: health, Indigenous, sport, arts and education
including those with special needs.
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Our sponsorship Investment extends across spart, business,
arts, heatth and community initiatives, at both the elite
and grassraots level. Our support enables the broader

community to access and enjoy the benefits these
organisaticns offer, for example supporting regional tours
and free outdoor performances of the Australion Baitet.

Sponsorships are regularty reviewed and measured o ossess
their effectiveness. Before we enter into a sponsorship,
we undertake an extensive evatuation to determine how
it con support and enhance specific objectives across the
busiress. We also consider the overall benefits to the
Australion community when assessing sponsorships.

Our performance

« Sponsored the Prime Minister’s Emplouer of the Year
Puwards, recognising employers of people with
a disabitity.

» [eveloped and sponsored the Telstra Smatl Business Awards
since 1992 the Telstra Business Women's Award since 1905
and the Yellow Pages™ Business Ideas Granis since 12586,
Sponsored Telstra Child Flight since June 2001,

An gverage of one criticatly it child is transported

each day in NSW and the ACT.

In 2001, pledged $1.25 mitlion over five years io the
Victor Chang {ardinc Research Institute to assist in

the fight agoinst heart disense.

Pravided $52,000 1o the National Safety Coundit of
Australia to sponsor national awards recognising safety
tnnovation and improvement and created the first
niationat farm safety award.

Onie of the largest corporate sponsors in bath sport
anid the arts including being the principat sponsor of
the Australion Batlet and Austratian Swimming Team.




12 here for goad Sacsd Mﬂ{w}f 1%

Despite the decrease of jobs in Telstra in the past decade,
overall, employment in the communications services
sector higs grown by 12,500 since June 1995 [Austrafion
Bureow of Statistics, May 2003]

Our performarce

« Developed specific initintives to encourage the
emptoyment of women, indigenous peopte, people
with o disabitity ond people from culturally and
linguisticatly diverse backgrounds, for example two-
year Telstra Women in Engineering and T Schotarships Telstra sponsors the Australion Poratympic Committee and
awarded to 12 women since 1599, six Aboriginal and employs Paralgrmpians such as Sarnya Parker, an elite cgelist.
istander {A&l) cadetships, ptus ten AR recruitments,
five full-time and five part-time, in 2002/2003.
Representations for A&} and people with a disability
decreased marginaily in 2002/2003. White the overall W
representation of women decreased from 32.1% {o
31.8%, representation of women at a senior tevel
increased, as did people from a non-English speaking

background.

« Participation as sponsor in Harmony Day in 2003.
Actively encouraged staff to hold teom activities T
recognising radial diversity and promoted Harmony 2 2unzis

Day through our internal media. _ _
"Mea-Engiish sprakiag background.

Completed 428,468 work-related training activities
for employees in 2002/2003 (includes both online
and instructorled courses).

Active support of Mational Aboriginal and istander
Day of Celebration (NAIDOC) for over a decade to
increase awareness of Indigenous cultures.

An 88% return to work rate of women on maternity leave,
with 18% of women who took maternity teave
returning as part-time staff. This represenits 0 23%
increase from 2001/2002 when 72% of women returned

Although we are one of Australia’s most diverse Like any company, Telstra must continually bolonce ) )

. ] . . 1o work following moternity leave. . . . . . .
emplouers, we stitt need to do more and we are taking workforce levels to meet work requirements in o cost- 8 eAen 26t 6050 6060 SO0 60503
steps to improve internal understonding and opportunities effective and productive manner to continue providing
for more diversity in our workplace. Qur philosophy is to both quality and cost-competitive service to aur customers.
employ the right person for the job, regordiess of gender, in the current competitive environment, Telstra expects
race, religion or cultural background. We have an Equal a graduat but continual decline in full time staff numbers,

Employment Opportunity poficy to drive this philosophy.  To assist our people who are impacted by job reductions
we fully fund a job search program for employees who
have been retrenched, which is delivered through a
consortivm of outplacement agencies. The number of
job reductions in any gear is impacted by o variety of
drivers, including the intensity of competition, customer
dernand, work required, productivity and process
improvemnents and the regulatory settings of the Federat
Government.

1,500 — —iF

Telstra has established an internal awareness compaign
with the theme "Diversity creates opportunities’ and will
continue to build on existing awareness activities and
the enhancement of internal policies to support diversity
and flexibility in the workplace. For example, our board
includes two women out of 12 members, while 13.1% of e

B noof
ey

senior managers are womer. We are locking ot ways to
encowrage an environment where maore women take up

i 20 ),

“rurber of LTS perrdilion fiodrs worked.

senicr roles.
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QUEUPATIONAL HEALTH AND SAFETY

Over the past year there has been continuous
improvement in the way we manage the health and
safety of our people. However the journey is far from
over. Telstra's goat is 1o be an accident-free workplace.

Because we use g flexible external workforce -
contractors and agency staff - for the manogement of
peak customer or business demands, we use contractor
safety performance as part of contractor selection criteria
and performance assessment.

Our performance

« Conducted 90 external health ond safety audits
in 2002[2003, many commenced without prior notice
to the workplace.

o Telstro is o key participant in externol safety activities
including devetopment of call centre guidelines with

ACCESS FOR EVERYONE

‘YWe recognise the need to provide affordable access to
telecommunications services 1o disadvantaged Australians
and those on low incomes.

We provided a concessionary package valued at 5160
million of practical initiatives that offered offordable
ways 1o maintain phone contact for groups such as
low-income families, Indigenous Australians, job seekers
and the homeless.

Telstra provides this concessionary Access for Everyone
package as part of its compliance with price contral
regutations. The package was developed with the

Worksafe, Western Australin and review of Health and
Safety Representative training with Comcare, the Federal
Occupational Health and Safety {OHE&S) Regulator,

Low-income Measures Assessment Committee (LIMACY,
an independent commitiee including representatives
from the Austration Councit of Social Service, Anglicare
Australia, The Salvation Army and The Smith Family.
\We are required to consuit the commitiee when
rmuaking changes to the package.

Our performance

» {ommissioned comprehensive independent market
research in 2002 through LIMAC to understand and
berchmark low-income and disadvantaged Australions’
needs and expectdtions of telecommunications
services, The benchmark research found that Access
for Everyone Tratiatives satisfy a significant need.

The tnitiatives were well received and well targeted and
the research showed g high level of potentict usage of
atl initiatives.

« taunched four new programs and enhanced five
services under the Access for Everyone package
(eg. Bill Assistance, Telstra MessageBox.

« Undertaok targeted communication progroms to
develop awareness of the Access for Everyone package
(eg.wrote ta alt 1,200 Supported Accommedation
Assistance Pragram Agencies regarding services for
pecpie who are homeless, included an information
message on all Teistra residential bills for three months
about the Bill Assistance Program).

BISABHITY ACTION PLAK

Around 3.8 million Australions have some sort of disability,
ranginig from hearing, vision and speech impairments,
through restricted mobility to inteltectual disability.

tn 1996 we became one of the first major corporations in
Australia to todge a Disability Action Plan with the
Human Rights and Egual Opportunity Commission.

Telstra has o Disability Equipment Program to provide
eligible customers with specialised equipment to access
the standard tetephone service. One example of the
technology availabie o dssist people with o disability

is the Teletupewuriter (TTY). People who are deaf or

have 4 hearing ar speech impairment canuse g TTY

to conduct text-to-text comversations with other TTY users,
or they can use the Mational Relay Service to conduct
text-to-voice calls with other users through a retay officer.

Previousty we aperated six Aged and Disability Centres
as a shop-front where customers coutd view and triol our
disabitity equipment. The {entres were closed in March
20032, On average, each {entre received only three
cusiomer visits each week.

i5

A number of disability groups expressed their concern
to us agbout the dosure of the Centres, particutarly the
levet of consultation prior to the closure.

Since the closure of the Centres, we have established
an extensive network of locations in regional and
metropolitan areas for customers to view and try the
equipment, and obiain information about Telstra's
Disability Services. Telstra's Disability Enquiry Hotline
continues to be our primary point of contact for people
with a disobility and their carers oround Australia.
Telstra undertakes an annual survey of users of the
Disabitity Enquiry Hotline to assess the performance of
its service delivery and publishes the results in the annual
Tetstra Customer Service Charter Performance Review.

Our performance

» Supplied 33,000 iterns of specialised equipment
fincluding 850 VTY} under the Disability Equipment
Program at the same charge as the standard
telephone hiandset for 2002/2003.

= Oyt of 16,000 requests for equipment, 800 requests were
niot able 1o be processed (eg. the customer already had
the equipment requested or changed their mind, the
appiicant was not a Telstra customer, etc.).

» Around 170 TTY payphones in aperation.

» More than 10,000 staff trained in Telstra's disabitify
OWOIEniess DIogram.

= 325,000 catls to our Directory Assistance Helpline
from Telstro customers who are unable to use or hold
a printed directory and are unable to use standard
directory assistance service,

» issued more than 1,500 Braille bilis and 5,760 targe
print bitls.
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CHETOMER SERVICE CHARTER

To demonstrate ocur commitment to customers we
devetoped the Teistra (ustomer Service Charter in 1959,
The Charter is revised and retensed onnuatly after
consultation with our custamers, siaff and externat
stakeholders, particularly the Telstra Consumer
Consuttative Coundil.

Our Charter commits us to providing services that recognise
the needs of our customers. it details our commitments
ta service levels, as well as our commitments to our
obligations under federal tegistation and to industry
self-regilation through compliance with applicable
Australion Communications industry Forum (ACHF) codes.

Qur performance

< Established and maintained o priority assistance service
that was implemented for peaple with life-threatening
medical conditions as a resutt of changes to cur Carrier
Licence conditions, foliowing a tragedy in country
Victoria iy 2002,

b the six months o une 2003:

- 8,419 applications were verified for registration
as a Priority Custamer;

- 41,461 requests for Priority Assistance connections
were completed.

Reteased our concessionary package Arcess for Everyone
assisting more than 1.3 million customers such as
low-tncome earners, the elderly and homeless.

L]

Provided services ta customers who speak c language
other than English, adding Spanish and Arabic 1o our
Mutticulturol Service Centre, bringing the total number
of languages offered to nine.

The Tatstra Customer Sepvice Charter commits us to providing
services that meet the needs of our customers. For {harter contact
details zee page 36.
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The worid S f; rst Customer Charter for dsrectorg
L companies was iaunched by Telstra subsidiary Senszs
3__ in March 2003 as the first step. towar;;f;_;eq;hs_ng_gaqis

YWe have estoblished o team to advise and monitor
privacy compliance and have devetoped comprehensive
privacy guidelines and other tools for cur staff. We also
insist that our steff understand and comply with our
privacy obligations and run regular staff fraining to
improve in this area, with more than 40,000 staff and
controciors completing the last round of training.

tn order to identify areas where we can improve our
performance, we aiso conduct anmual externat privacy
performance gudits.

Qur performance

The details of some customers who ordered a Sitent Line
have been inadvertently published in the Telstra White
Pages®. Where appropriate, affected customers hiave been
offered a niew Sitenit Line or a Calling Number Disptay
phonie and MessageBank, in addition ta waiving the Silent
Line charge and a range of compensation measures.

As with alt targe-scaole maonuat data input processes, there
is a risk of error, but Telstra constantly looks at ways to
imprave and refine these processes in order to minimise
this risk.

17
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We actively support improved environmental
performance in our own company through policy and
process. We support wider environmental awareness and
improvement through sponsorships and by the activities
of our people, such as Telstra Friends, who are a very
visible presence on Jeon Up Australia Day.

tn 2002, Telstra taunched its Green Purchasing Palicy -
ouwr commitment to using our buying power 1o lead the
way in corporate environmentat performance. We spend
approximatety §7 bilion o year in purchasing products
and services from mare than 16,000 suppliers. We ask our
suppliers if they meet our environmental standards -
from poliution to packaging - and if not, we will work
with them to develop their envirorment plans and identify
improvement opportunities. Our environmental screening
is serious and meaningful in policy and practice.

tr addition to using resources, our activities can sometimes
impact on the environment through construction and
the visual impact of the infrastructure required to provide
ol services. We haove strict environmental procedures
and expectations of contractors where construction activity
may impact on the envivonment.

We also face regutar chollenges marnaging the tensions
between consurmer expectation of comprehiensive mobile
phone recepiion and resident concerns about the visuat
impact of mobile phone base stations, Community
consultation on the siting of base stations is always on
important part of our planaing.

Qur performance

¢ Total energy consumption {including Australian sites,
network and fleet) 6,452 837 Gigajoules (GJ), compared
with 5,803,612 G in 2001/ 2002 This is an 11% increase.

(Please note, measuring criteria changed from
2001/2002 1o 20022003 to a more gocurate reflection
of our energy use).

= in our commitment to the Greenhouse Challenge, signed
in August 2001, we proposed to reduce aur greenhouse
emissions by 6% by mid-2002 compared 10 our 1999/2000
baseline. Our cumutative reductions are as follows:

- 2000{2001: 2.4%
- 2001[2002:2.5%
- 2002/2003:5.6%

» Completed an extensive audit of product packaging
under our 2002{2083 commitment 1o the Nationat
Packaging Covenant.
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While we are obliged by taw to publish and distribute
the White Pages¥ [irectory, we are constantty striving
to reduce waste.

Our performance

» Participant in the Mobile Phone Recyding Program
operated by the Australion Mobite Telecommunications
Associgtion (AMTA) and have helped o recycde more than
300,000 maobite hondsets and 750,600 batteries into
marketable products such as nickel, cadmium and plastics.

» Provided mobite phone recycling bins in ali Telstra
Shaps and Telstra licensed stores.

» Telstra subsidiary Sensis operates the Book Municher®
Directory Recycling Program which recycled 66% of
ait directories distributed in 2002 through kerbside and
commercial paper recycling collections. Since January
2008, more than 40 million direciories have been

recyded through the program - about 78,000 tonnes,




Feonomy

We hove oresponsibility to continually imprave the
finuncial perfarmance of our company and #3 businesses.
By doing that in a responsible way we wili be fostering
prosperity in tne industries and commanities in which we
purticipote. Telstro has the infrastrocture in plaze to
develop nnovative solutions and practicad applications
thai help us achieve an economic benefit for Ausiralia.
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Cansumer spending on communications services has
beer the fastest growing spending category over the
tast decade and now represents around 2.6% of
household disposable incomes (or about §1,600 per
hausehold per annum). Nearty every business in Australic
uses communications as an inpi to their production
and the intensity of thelr use of communications has
risen strengly aver the last decade.

« Paid a total of approximatety $1.7 billion in
Commonwedlth, State and local taxes.

« Played an impartant role in boosting the productivity
of businesses through nnovations in information and
communication technalogy, assisting Australia to achieve
a decade of strong growth.

 Akey player in the process of telecommunications reform,
which since 1997 is estimated to have boosted measured

GUP by 310 bilion [Austration Communications Authority:
Telecommunications Performance Report 2001/02]
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Telstra's full Annwuatl Resulis are available online. Plegse
see page 36 for website details.
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Gur profits allow us to poy dividends to sharehotders,
reirvest in our network and develop new opportunities
for our business - which often results in o benefit fo all
Australians wherever they reside or conduct business.
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Our performance

In 2002/2003 Telstra's value added was around

£12 billion or 1.6% of Gross Domestic Product (GDP).
Vatue added is a measure of the contribution Telstra
makes to Australia’s GOP and reflects the difference
between saies revenue and the cost of raw materiols
and other goods and services used as inputs.

Spent approximately $7 billion on products and services
from 16,000 suppliers, most of whom are small to medium
sized enterprises. Major supply industries include the
machinery | equipment, wholesale trade, paper, printing
and publishing, transport and storage and property

anid business services,

Paid around $3.3 billion in dividends in 2002/2003.

White $1.7 billion (50.1%) was paid to the Commaonwealth
Government, a large proportion of the balance boosted
thie incomes of ordinary Austrations and their super
funds. Dividends paid by Telstra represent about 0.3% of
total Australian annuat household incomes.

Spent $3.2 billion on capitat works, including
installation of o second optic fibre link to Tasmanic and
upgrade of techinology and provision of untimed local
calls ta customers in extended zones, one of the targest
corporate spends on capital worls in Australia.

EMPLOYEE SHARE OWHERSHIP

Telstra encourages employee share ownership through

a number of arrangements:

¢ Telstra Employee Share Ownership Plan {TESOP) enabled
staff to purchase shares through special arrangemnents
assisted by the Government and the company at the time

of the two share floats in 1997 and 1992. In 1999, nearly 50%

of staff applied and were granted shaves through TESGF.

COwnShare provides eligible emplogees with the
opportunity to purchase Telstra Shares on a pre-tax
basis as part of their Remuneration Package. As of

end of June 2003, 7% of eligible employees were
participating i OwnShare,

GrowthShare is a deferred remuneration and long term
incentive plan in which eligible senior managers moy
be invited to participate. The long term ptan has a
strong Tocus on external performance criteria,

in addition, non-executive directors are requived ta receive
a minimum of 20% of their remuneration by way of
restricted Telstra shares through the DirectShare Plan,

As from 1 Januory 2003, directors may state a preference
to increase their participation in the DirectShare Plan.
Where this occurs, Telstra may provide o greater percentage
of directors’ fees inn Telstra shares.

Our performance

» Remitted $631 million to the Commonwenith
Government in PAYG tax withheld from employees’
salary and waoges.

s Poid payroll tax of $131 million and other taxes of
$39 million, split between the States and Territories.




Industry

Telstro is o leader in the Australian telecormmurications
industry. We support prograrms that foster growth and
development in areas such as brogdband internet and
maobile communications as well a8 other new technslogies.

We are dlso teading the development and introduction
of industry-related consurner sendces and products that
benefit saciety, For example, we established o national
prograrr: educating drivers about the safe use of mabile
phones, deterrent programs for mebile phone theft, and
d campdign on mobile phone etiquette,

L
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The plan provides valuable information to Australian
industry, giving insights into opportunities for dealing
with Telstra. The plan also helps us to measure our
pragress against our commitments,

tn particular, the 0P outlines how we support
devetopment in areas such as supplier industries, rural
areas, training {eq. employees and graduate recruitment),
research and development and disabitity groups,

Qur performance

« Completed many initictives with o total domestic
core operating capital expenditure (excluding offshore
controtled entities) of $3.2 Billion, including instatlation
of a second optic fibre link to Tasmania and upgrade
of techinology and provision of untimed iocai calls to
customers in extended zones.

¢ Purchased approximately $7 bitifon worth of products
and services from 16,000 suppliers, achieving a locat
content estimated at more thar 70% of our expenditure.

« Encouraged major vendors to enter into sub-supplier
grrangements with locat smalf to medim businesses.

« Developed customer applications Using cur own resources
{eq. Telstra Home Messages 101 and Telstra Feature Assistant,
which uses voice recognition technology to activate and use
various EasyCalt features such as cal forward).

« Spent an estimdted $187 million doltars on research
and devetopment in 2002{20603.

in 2003, Telstra Research Laboratories celeb%ates__

80 years of significant contributions in theworld .7

of telecornmunications, Over the years,’ TRL has: -

& investagoted use afsateikte for mobile serwces o L
" the oytback {19?{3) oW common place thmughm}t
Austraha ' ; .

+ Assisted in the desagn of macroelectromcs fcr the .
Cm:hiear earimplant (1983 and

. Deveioped software to map the! znter;satg of _
electromagnet:c fields from mobile base stczt:cms {2{}{30}. L

The Telstra Broadband Fund waos estoblished in February
2002 to stimulate and fast-trock the development of new
and innovative technologies thaot will encourage the
uptake of broadband in Australia.

The inittative provides support to the development

of new and innovative broadband applications, tools

andfor technology. The Fund provides:

¢ Up to $10 mitlion in cash grants; and

¢ Up to $206 million in no-charge international
bondwidth allocation.

Qur performance

« Funded 18 projects to the value of approximately $4.5
mitlion ir cash grants and bandwidth cllocation in the
education, medialentertainment, business, heaith and
riaral sectors in 2002/2003.

David Thodey, Group Managing Director of Telstra Business
and Government, has been Chair of the IT Skilts Hub since
July 2002, The T Skills Hub aims to foster the
devetopment of 1T skills for ali Australians by uniting

28

» Provided technical assistance, {eq. use of facilities at the
Launceston Broadband Laboratony for testing purposes).

employers, employees, educators and government on g
common emplouer-led agenda to enable improved
productivity and business performance and increased
innovation.
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EME SAFEYY MANAGEMENMT PROGRAM

Telstra acknowledges some people are genuinely
concerned about possible heatth effects from the
Electromagnetic Energy (EME) from mobile phone
handsets and base stations. We are committed to
addressing these concerns responsibiy.

Telstra relies on the expert advice of nationat and
international health authorities such as the Australion
Radiation Protection and Nuclear Safety Agency
{ARPANSA), an ogency of the Commanwealth Department
of Heatth, and the World Health Crganisation (WHO)
for overalt assessments of health and safety impacts.

The consensus is that there fs no substantioted scientific
evidence of health effects from the EME generated by
radio frequency technology, including maobite phones
and their base stations that comply with the national
and international safety guidetines.

A nationwide study published in 2000 by ARPANSA found
the typical exposure level from mobite phaone

base stations is hundreds and sometimes thousands

of times below the regulated fimit.

Our performance

invested more than $10 mittion Tn an internationolly
recognised research program af Telsira Research
Laboratories.

Accepted an invitation to join o consortivm of leading
Avstralian research institutions to establish o Centre
of Exceltence in Radio Frequency EME research funded
by the Mational Health and Medical Research Councit,
Twice-yearly reporting to the Telstra board audit
committee on our EME program and compliance

o the operation of our approximately 6,400 mobile
phone base stations.

Continued the community education program with
the Electromagnetic Radiation Atlionice of Australia
designed to assist community groups to betier
understand the EME levels from base stations and the
margins by which these emissions comply with the
safety standard.

Telstra continuaily monitors the Impact mobile phones have on
oLt cormmunity.

31

BRIVE SAFE PHONE SAFE PROGRAM

The very features that make mobile phiones so popular
(mobility, convenience) also cause some unintended
consequences. One of these is road accdidents linked to
using a hond-hetd mobite while driving. in Austratia, itis
ittegal to use a hand-held mobite phone while driving.

To make the public aware of the dangers, and to conduct
further research in this areq, Telstra lounched the Drive
Safe Phone Sofe program in December 2001

Our performance

» The Drive Sofe fhone Safe program has been endorsed by
potice forces around Australia, the Pedestrian Coundil of
Australic and Insurance Austratia Group.

» Telstra is supporting studies from the University of
Western Austratia and Umiversity of Sydney that examine
the impact of mobile phone use while driving.

Telstra's frive Safe Phone Safe awareness program encourages
resgonsible driving.
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Telstro can btock tost or stolen mobile phones.

LOST AND STOLEM HARDEEY BLOCKING

industry estimates suggest around 100,000 mobite
phones are being lost or stolen each year in Australia. in
August 2002, we were able to implement blocking of lost
and stoten handsets using the IMEL or serial number
across our digital G5M network - a first for Austratia and
one of the first in the world.

Qur performuance

¢ More than $2.2 million was invested in developing an
effective IT solution to allow easy blocking of handsets
from the Telstra GSM network.

¢ By June 2003 we had blocked 36,000 handsets
from the Telstra G5M network.

MOBILE PHONE ETIGUEYTYE

Telstra initioted a national "Mebite Manners’ campaign in
December 2002 10 raise community awareness about the
responsible use of mobite phones in public places and
the workplace,

Our performarnce

» Launched market research gaoiting widespread nationat
media coverage highlighting helpful tips for custormner
on mobile phone etiquette.

What seerns O to gou might iritate others.

rmne e
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Stakeholder Engagement

EXIBTING STAKEHOLDER ENGAGEMENT IN TELETRA
Listed below are some of the ways we inform and gain feedback from our key stakeholder groups.

. TQOZ o pmvide stoft with the opporiunity to express . ’
_ '._thear views.abot. the;r;obsrthe cen‘pang and thelr
_'_'Workmg enyirpniment, . U T
- The results are anaigsed dascussed wsth stoff cmd wsed o
- a5 a busis for actions by aff tevels of mamgementw S
- lmpmw ijS cmd the work env;mnment -

Employee Opinion Survey . Telstra staff.

" "To address concerns ranging from those of specific -~~~ Fifteen community organisations
:_' '-c;:stomer groups to questions of industry-wide péiicg : U such as Australion Financial . :
: :' -Pﬁmctpams rneet with senior Telstra managers thfee L Counseiling and Credit Reform -
e times a yeqr, phus Stateﬂ'ermorg censmtatton anr:i L Assuriation, tndigenous Remole - o
'-_'mfa:srmr:zttoﬂ guents. - Communication Assodiatlon, |-

: i - . Nattonat Council of Wornen and the |

- Agstration Coundit of Social Service,

Telstra Consumgr:._ .
Consultative Councit - "

- Toactasa sounding-bogrd for thé_ teiecérﬁmuni_cqﬁon's 'Eigh_t pmminem.ba}sine;sj_ U
et :simtegies-.«;teve_ioped by Teistra Country Wide to address . - comemunity leaders from acress o
. "the needs of regional custamerﬁ Meetings are heid avery | :'RUSUQ_{_EC_! arg represented enthe -
.__"_two rnonths in different paris of regmmi Austmi;a wsth - Advisory Beard, chalred by Donatd
- j_semor TCW Managers - ' o '_'__'McGauchie, former President of . e
' "~ the Mational Farmers! Federation.,

"{éistrd(own.trg Wide -
Aci_\(isorg Boord | e

o sdentn‘g the commn ccmcms issies 0? lmpat’tance '_ " “Those surveyed include locdl, .
. inTelstra Country Wide areds and gain feedpads . State and Federal Government
- on performance against focal stakeholder expeftaﬁons '._'rgprgsentataves, charnbers of -
- :The resulis help us set our priorities-to detiver, better - cormngrce, regional dwe{opment
'_semces to__t}_ur custemers in regional Avsiralia, Tl boards, commamtq groups, R
T T e e T T .'.busmess 1&05&‘&’% o

Telstra Country Wide .
Survey Report -

Austraimn Teiecommumc&tmns o Furums to dgtermme the telecgmmamcatmns mterests - Corporate members including major ©
Users Gmﬁp {ATUG) A Gnd COREETRS Qf a t:z‘055 seaftan of major busmess userf . hanks, universitles, government L
ST ' * agencies gnd major carriers,

‘{eiecommamcatmns Uset’s
Assocsatzon of New Zea%and
{TUANZ) : -

" Hnkfor feedback o Tetsirg from. customers with s HMationnd peck disability organisations
"o disability, " thet meet with Telstra twice ayear 1100

Disability Forum
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Profite: TCCC

Umgoing consumer consutiation hos been a commitment
of Telstra's since 1589, The Telstra Consumer Consuttative
Councit (TCC0) evolved as a restlt of discussions between
community representatives and the then Telecom Australia
about inflexible credit management policies ond a
particular pricing policy being proposed at the time,

The TCCC represents best practice in industry-consumer
consultation in Australig, recognised by other companies
who have adapted the model to their own needs.

TCCC membership is comprised of etected representatives
from 15 nationat peak community and consumer
organisations. It oims to improve Telstra's knowledge
and understonding of the interests and concerns of
the customers represented and provides an ongoing
opportunity for consumer and Telstrg representatives
to engage on telecommunications issues and to do
something about them. This is summarised in the
motto of the TCCC: Listening, learning, advanding'.

The future:

Stakeholder engagement at Telstra will evolve to

align more ciosely with corporate sociol responsibility
approaches ~ engaging in two way discussions to
identify not ondy content for a report but also initiatives
for improving our performance in certain fields.

This will be phased in progressively based on a continuat

review of the company's progress and requirements of
corporate sodial responsibility.

rovernance

GOVERNARCE 1IN TELSTRA

Due to our place in the market and our high number

of private shareholders, we are probably subject to more
scruting than any ather Australian company. We are
commitied to conducting our business in compliance
with alt of our legal and reguiatory obligations,

Comptliance with these obligations is not just a tegal
requirement but is integral to Telstra's commitment to its
empioyees, customers, sharehotders and the community.
in addition, Telstra aims for best practice in the area of
corporate governance.

COur Annual Report provides comprehensive detail on
ouT main corporote governance and boord practices,
in particuiar in relation to the structure, composition
and responsibilities of the board and board committees,
performance evaluation and remuneration and our
shareholder communications strategy.

it glsa provides detailed information on the internat
operating policies and principtes we have in place which
promote ethical and responsible decision making and
timely and bolanced disclosure, including our Telstrag
Vatues and our code of conduct, whistieblower and
share trading poelicies.

GOUVERMANCE OF THIS REFORT

A Corporate Social Responsibility Steering Group
developed this report, led by the General Manager of
Health Safety and Environment {capitalising on that
unit's previous experience in developing Public
Environment Reporis),

Stokehotder input was provided by representatives from
Carporate Relations and other business managers as
identified on specific content. Corparate Relations was
able to engage across the business to identify not only
activities already underway but also whot stakeholder
interests should be reported if possible.

Al content has been verified through an internal risk
management process that checked content to be factually
correct and consisient with previcusly published material,
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Websites & Contacts

ACCESS FOR EVERYORNE
To register for Priority Assistance ring 13 2200
wwwy.fefstra.com.qufaccessforeveryone

AMMUAL REPORT AND ANNUAL RESULYS
www telstra.com.aufinvestorfindex.cfm

CUSTOMER SERVICE CHARTER
To ocbtain copies of the Charter phone 13 2206
www.telstra.com.aufcharier

PASARILITY

Freecall™: 1800 068 424 (Voice);
Freecall™: 1800 B0E 981 (1Y)
www.telstra.com.aufdisability

THY Payphones:
www.telstra.com.oufdisability/ttypagphones

ELECTROMAGHETIC ENERGY MANAGEMENT
www.telstra.com.oufememanagement

ERVIEONMENT
Freecall™: 1800 638 397
www.telstra.com.aufenvironment

HMDUSTRY DEVELOPMENT PLAN
www.telstra.com.ou/corpsupplyfreports.him

PRIVALY
www.telstra.com.aufprivacy

FTELSTRA BROADBAND FUND
www.broadbandfund.telstra.com

FELSYES FOLNDAYION

Freecall™: 1800 208 378
www.telstrafoundation.com

Post: Lacked Bag 5680 Melbourne VIC 3001

TELETRA LIFE {Drive Safe Phone Safe, Lost and Stolen

Handset Blocking, Mobile Phone Etiquette)
wwwitelstra.com.au/mobiteflife
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and Sodal investrment, Founding CEO of Leadership Without
Borders Ld.
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