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[nvestment Statement and Prospectus date Monday 9 Gctober 2008
Record Date for Shareholder Entittement Offer Friday 13 October 2008
Retail Offer opens Monday 23 October 2008
Retail Offer closes £.00pm (New Zealand time)

Thursday 9 November 2008

[nstitutional Offer opens Wednesday 15 November 2008
[nstitutional Offer closes Friday 17 November 2008
Final instalment amount and basis of allocation announced by Monday 20 November 2008
Conditiondl and deferred settlemnent trading of instalment receipts expected Maonday 20 Novermber 2008

to commence on NZSX and ASK

[nstitutional Offer settlemeant Friday 24 November 2008
Norrnal trading of instalment receipts expected to commence an NZ5X Monday 27 November 2008
[nstalment receipt transaction confirmation statements expected to be dispatched by Thursday 30 November 2008
MNermal settlement trading of instalment receipts expected to commence on ASX Friday 1 December 2008
Last date for payment of the final instalment (Final Instalment Due Date) Thursday 28 May 2008

if you wish to apply for shares you are encouraged to do so as soon 4 possible. The Commonwedlth has the right to change these dates, other than
the Final Instelment Due Date, including closing early or extending the Offer, or any component of the Offer, without prior notice, or otherwise vary
the terms of the Offer, either generally or in particular cases.

Enquiries

if you have any questions about the Offer in New Zeatand you should cail the Telstra 3 Telephone Informuation Centre on 6BO0 699 018, visit the
Telstra 3 Share Cffer website at wwwit3shareoffer.com.au or contact any NZX Firm.

You should read this Investment Statersent and the Prospectus carefuily before deciding to invest. If you wish to apply for shares gou must complete,
sign and lodge an application form which is attached to or accormpuanies this Investrment Statement. Detailed instructions on how to apply are set out
in the following table.



Who can Applyin
the Betail Offer?

How marny shares
can b apply for?

Wil be allocated all the shares
thot Fapply for if the offer is over
subscribed?

This component
of the Retail Offer...

is open to...

Shareholder New Zeatand resident w  Yourshoreholder entitlement is H gou apply for the shareholder entitiement
Erititlement Offer Retail nvestors who cateulated on the basis of 1 Telstra share o your purple personalised application
are registered Telstra for every 2 Telstra shares which are form gour application will be accepted in
shareholders or the registered in gour name on the Record full and wilt not be scated back
Record Date? Date!. Shareholder entitlements include i you apply for more thon gour
¢ minirmum guaranteed entitlerment shareholder entitlement you wilt be
of 3,000 shares and dre subject to g atocated an amount equat to of teast your
maxirnum guargnteed entitlement of shareholder entitlement H applications
206,000 shares need to be scaled back
w  Your shareholder entitlernent is shown H you apply for kess than your shareholder
on your purple application form! entitternent gou will be gltocated the
nurnber of shares for which you apply and
w Your entittement will be rounded up to will not be scated back
the nearest 56 shares
w  You may apply for more or less shatres
than gour entitlerment
w The minimurs number of shores you
may apply for is 580, and thereafter in
muitiples of 50
Firen Offer New Zeatand resident w  Your participating broker witl inform you Firm Offer applications witl be accepted in

Retoil lnwvestors who dre
oifered o firmn atlocation
by their participating
trroker

of your firrn atlocation

w Fhe minimum number of shares gou
may apply foris 500, and thereafter in
multiples of 50

full and will not be scaled back

General Public Gffer

Mew Zegtand resident
Retoil lnvestors who dre
not Telstra shareholders
ot the Record Date

w You dre guaranteed o minimum
alocation of 2,000 shares

w You mag apply for more or tess shares
than your guaranteed allocation

w The minimum number of shares you
may apply for is 500, and thereafter in
multiples of 50

w  Applications con be for up to a maximurn
of 200,080 shores

H you appiy for the guardnteed dlocation
of 2,060 shares your applicotion wilt be
gecepted in full and will not be sceled back

H gou appiy for more than your quaranteed
ghocation you will be allocated an amount
equalto of least 2,000 i applications need
to be scaked back

H you apply for tess than the guaranteed
atlocation, you will be allocated the
number of shares for which gou gpply

1 The Record Date is 13 October 2006.1f gour Telstra shareholding changed between Friday 15 September 2006 and Friday 13 October 2006, then
you rriay have d different shareholder entitlernent than that shown on the purple application form sent to gou. i your shareholder entitiement has

increased during this pertod a new purple application form will be sent to you. You should apply using this new form 1 gour shareholder entitterment
has decreased during this period then you should use the original purple application form sent to gou, although the Commonwedlth reserves the

right to seale back gour application if you apply for more shares than your actuat shareholder entitlement.




Which form should L use? How do § pay? Carlapply online?

&

B

You should have received d purple persondlised w  You must pag in Australian w  No,gou cannot apply
gpptication form with this Investment Staternent. dollars, by cheqgue or bank draft ontine

You should use this forms and return it using the

enclosed reply-paid envelope

Applications for the Shareholder Entitlement Offer
miust be made on this purple form

H you were o registered Telstra shareholder ot the
Record Date but did not receive a purple apptlication
forrn, you should contoct the Telstra 3 Telephone
nformation Centre on 0800 699 019

You should apply in accordance with instructions received from the broker from whorn gou received gour firen allocation

Two yeltow application forms are included with v Youmust pay in Australian w  No,ygou cannot apply
this investment Statement. You shoutd apply using doltars, by cheque or bark draft online

one of these yeltow forms and return it using the

enclosed reply-paid envelope




Description of the Offer

The Gifer is an offer by the Commonwealth of Telstra shares to be paid
i two instalments and comprises:

« A Retail Offer which consists of the:

 Shareholder Entitlernent Offer — ¢ 1 for 2 entitlernent offer
open to Australion and New Zealond resident Retail Investors
who dre registered Telstra shareholders of the close of
business on 13 October 2006 (Record Date;

5]

Firm Gifer — open to Australion and New Zedland resident
fetail investors who are offered o firm allocation of shares by
their participating broker or, where relevant, financial planner;
and

5]

General Public Offer — open to Australion and New Zealand
resident Retail Investors,

« Aninstitutionat Offer which consists of an invitation to:

o institutional vestors in Australia, New Zeatand, the United
States and certain other overseds jurisdictions who are Telstra
shareholders to bid for shares ins the institutional Offer ond
receive an initial Allocation Benefit of 1 share for every 2
shares held at the close of the Institutional Offer {adjusted for
dealings up to that time) if they bid at or above the finat price;

5]

other Institutionol investors in Australio, New Zealand, the
United Stotes and certain other overseas jurisdictions to bid for
shares in the Institutional Dffer A minimurm of 15% of the offer
size will be reserved for, amongst others, these Institutional
{investors {Certain Institutionalinvestors) if they bid at or above
the final price; and

5]

tapunese investors to subscribe for shares vig ¢ Public Offer
Without Listing (FOWL). A minimum total number of shares
may be reserved for these Jupanese investors {the POWL
Minimum Guararntee).

The base offer size iz 2.15 billion shares, unless increased as outlined
betow. The final number of shares sold by the fommonwedith will not
exceed this buse offer size unless:

« the Over-cllocation Option is exercised; andfor

« the number of shares required to satisfy allocations for the Retail
Offer, the POWL Minimurn Guarantee and Institutional investors!
Initial Allocation Benefits exceeds 2.15 bilion shares.

The loint Global Coordinators may agree with the fommaonweaith

to over-cHocate up to 15% of the base offer size {that is, 322,50 million
shares' to Institutional nvestors under the Institutional Offer. These
over-aHocations, if any, may be satisfied either by dequiring additional
instalment receipts from the Commonwealth pursuant to an option
which has been granted by the Commonweatth (the Cver-allocation
Gption) andfor by purchasing instakment receipts on the stock market
which may have the effect of abilising the secondary market price

of instaiment receipts. The full exercise of the Over-vilocation Option
wiould incregse the number of shares sold by the Commuonwealth to
2.47 billion shares*. In addition, the base offer size may be increased
where the number of shores required to satisfy allocations for the
Retail Offer, the FOWL Minimum Guarantee and Institutionat investors!
Initial Allocation Benefits exceeds 2.15 billion shares 1n this event, the
size of the Over-vilocation Option would dlso incregse proportionately,
ta remdin at 15% of the increased base offer size. Further information
about the Over-allocation Option is set out in section 5.12 of the
Prospectus, ‘Over-ailocation and market stabitisation’.

Instalment receipts

Telstra shares purchased in the Offer will be paid for in two
instalments. An instalment receipt is evidence of your benefical
interest in a Telstra share. Until you pay the finalinstalment, your
shares will be held by the Trustee and the Commonwealth will have o
security interest in your shares.

While you hold instalment receipts, gou will be entitled to vote (by
directing the Trustee how to vote) ot o meeting of Telstra shareholders
(o class of shareholders) and will receive any dividends declared by
Telstra during this period.in its normal cycle, Telstra pays dn interim
dividend in March or April and g final dividend in Septernber or October
of eqch year. For further informuation see section 3.5 of this Investment
Staternent, 'What retums wilk i get?”.

After you pay the final instaiment, gou wilk be registered as the holder
of the underlying shares, your instalment receipts will be cancelled
and you will be able to freely trade the shares.

You mdy credte o security interest aver your instalment receipts.
However, you cannot credte gny security interest which is capable
of extending to the underlying shares until gou have pdid the
final instaiment.

* Agsurning o base offer size of 2.15 billion shares.




You should note that the partial payment characteristics of instaiment

receipts miay make percentage price movernents in them greater
than percentage price movements if they were fully paid shares in
simifar circumstarnices.

Further detdils on the instalment receipts, induding conditional and
deferred settternent trading and selling of the securities, are set out in
section 3.1 of this Investment Stotement, "Whot sort of investment is
this?’, and section 3.8 of this nvestment Statement,'How do | cash in
my investment?

Retail Offer price and payment
This information relates to New Zeotand resident Retail Investors only.

The shares will be paid for in two instalments.

THE FIRST INSTALMENT

The first instolment amount is A$2.10 per share.

The first instaiment is payable gt the time you submit gour application
for shares. Your application and payment for the first instalment must
be received by 4. oopm local time on the Josing Date {expected to be
on 4 November 2008).

New Zealand resident Retail trvestors will pay the same first
instolment amount as Institutional Investors.

THE FINAL INSTALMENT

The armount of the finad instalrment will be decided at the close of the
Offer based on the final instalment amount pageble by institutional
{investors under the Institutiongl Offer. That amount will be determined
by the Commaonwealth in consultation with the Joint Globat
Coordinators and the Commonwealtiy's Business Adviser by reference
to a bookbuild, Further information regarding the Institutional Dffer

is set out in section 3.3 of this Investrment Staterment How much

do | pay?’.

Aregistered holder of instalment receipts on 15 May 2008 must pay
the final instalment on or by 29 May 2008 (Fnal Instaliment Due
Date). Reminder notices will be sent to instalment receipt holders
priot to this date.

If the final instalment is not paid by the Final instolment Due Bate,
the Trustee can sell some or all of your shares. if the net proceeds

of such sale are insufficient to satisfy the final instaliment (and

any other related amounts gou may owe to the Commonweith,
including interest, costs, expenses, administration charges, duties gnd
taxes), the Trustee can take action to recover the deficiency. Further
information is set out in section 3.4 of this investment Stotement,
What are the charges?’. I[f the net proceeds of such sale are sufficient
ta satisty the final instolment {gnd any other related amounts you
may owe to the Commonwealth, including interest, costs, expenses,
administration charges, duties and taxes), the Trustee will refund any
excess proceeds to you.

Instaiment receipt holders may prepay the final instalment for some
(in minimum parcels of 2,600} or all of their registered holding on or
before 31 March 2008

You should be aware that ot the time of payment of the finod
instalment, the idrket price of Telstrd shares mag be ess than the
totol of the first and finat instatment amounts.

New Zealand resident investors will not be eligible for any ‘bonus
loyalty share’ or ‘prepayment discount’ as referred to in the Prospectus.

Further information is set out in section 3.1 of this Investment
Statement, 'What sort of ivestrient is this?”

Your Application

Application forms must be completed and submitted in
accordance with the instructions set out on the reverse of the
form dnd in decordance with the information in the section
headed ‘Application instructions'.

Applications must be for a minimum of 500 shares and in multiples
of 50 shares thereafter if the Offer is oversubseribed, you may be
aflocated less than the number of shares for which you apply, subject
to your minkmum guaranteed allocation, shareholder entitternent or
fiern allocation.

SHAREHOLDER ENTITLEMENT OFFER
AND GEMNERAL PUBLIC OFFER

Applications and pauments must be received by 4.00pm New Zealand
tirne on the Closing Date, expected to be & November 2006,

However, the Commonwealth, in consultation with the Joint Global
Coordinators, mady, without further notice, close the Difer {or any part

of the Offer} early, extend the Offer {or any part of the Offer) or accept
late applications, either generally or in particular cases.




FIRM OFFER

if you elect to participate in the Fiemn Offer, your broker will act as
your agent in submitting your application and it will be your broker's
responsibility to ensure thot the applications are received by 4.00pm
loral time on the Closing Date {expected to be § Novemnber 2006).
The Cormnmonwealth and the loint Global Coordinators take no
responsibility for any acts or omissions by your broker in connection
with your application.

ACCEPTANCE OF APPLICATIONS

The Cormnmonwealth intends to accept alt valid applications under
the Retuil Offer for af least the relevont guaranteed altocation.
The Commonwealth reserves the right, however, to reject any
application or to ullocate to any person fewer shares than applied
for by that person.

You will receive o refund if you have applied and paid for more shares
than you dre dllorated. Telstra shareholders who have already
provided their bank or other finondal institution account details

will receive any refund electronically into that account. All other
applicants will receive any refund by cheque. No interest will be paid to
you on dny manies refunded.

Further information about lodging and acceptances of applications is
set out in the section headed 'Application Instructions’.

Allocations

A proportion of the shares to be sold in the Offer will be reserved for
the entitlernents, firm alocations and guaranteed minimom
altocations under the Shareholder Entitlement Offer, the Firm Offer
and the General Fublic Offer respectively, any POWE Minimum
Guarantee and institutional investors’ Initial Allocation Benefit,

Any reserved shares not glocated to these components of the Gffer
will be alioeated to satisfy applications from Retail Investors above
their guardnteed minimurm allocations and entitlernents as well as to
satisfy bids in the Institutional Dffer.

Details of each component of the Retail Gffer are described in section 1
of this investment Statement, ‘How to Apply”.

The Commornwentth will determine the allocation of shares between

bidders in the Institutional Gifer after consuitation with the doint
rlobal Coordinators dnd the Commonweadlth's Business Adviser.
There is no assurance that any bidder in the Institutional Dffer will be
ollocated gny shares or the number of shoares for which it has lodged
o bid. The determination of the total armount per share pagable by
Institutional Investors and the dllocation policy will be in accordance
with the terms of the Institutionol Offer set out in section 5 of the
Prospectus Appendix, ‘Further information about the Institutional
Gffer’, which is avaitable on request Also see section 3.11 of this
Ivestment Staternent, ‘What other inforrnation can § obtain ebout
this investment?”.

The Commorweatth intends that the majority of shares to be sold
under the Institutional Dfer be miade avaitable to existing Telstra
shareholders in the formn of the Initinl Allocation Benefit. Further
information is set out in section 3.3 of this Investment Stotement,
Frow much do | pay?”.

Listing and guotation

Telstra securities are currently troded on ASX, NZSX and NYSE. Telstra
is listed on NZ5X us an overseas listed issuer. Telstra and the Trustee
will apply within seven days after the date of issue of the Prospectus
to have the instalment receipts and underlying shares guoted on

ASX. Telstra and the Trustee have applied to NZX for permission to
guote the instalment receipts and underlying shares on NZSX and alt
requirernents of NZX reloting thereto that can be complied with on or
betore the date of distribution of this Investrment Statement have been
duly complied with. However, NZX deeepts no resgonsibility for any
stofernent in this investment Stotement.

Guotation of the instalment receipts and underltying shares on NZSX
is conditionat upon guotation on ASX.

The instoiment receipts and underlying shares wilk not be quoted
on NYSE.

Uintil settlernent under the Intermational Purchase Agreement occurs
and the instaiment receipts are issued, trading in instalment receipts
on NZSX and ASX will be on a conditional basis. Londitional trading
in instaiment receipts on NZSX and ASK is expected to commence on
20 November 2006




if permission for quotation of the instalment receipts and underlying

shares is not granted by ASX within three months after the date

of the Prospectus, or such longer period as ASX allows, gpplication
monies wilt be refunded in fulb without inferest as soon as practicable
in aecordance with the reguirements of the Corporations Act.

Further information is set oyt in section 3.1 of this Investment
Staternent, 'What sort of investrment is this? and in section g of the
Prospectus Appendix,'Guotation application and agreement between
the Trustee and ASX'.

Future Fund

The Future Fund is o Commonwealth investment fund set up to
strengthen the Commonwedith's long-term finances by providing
for its unfunded supergnnuation licbilities. The Future Fund Board
is responsible for investrment decisions and hoelds the Future Fund's
inwvestrients {for and on behalf of the Cormmonweglth). The Future
Fund Board is 4 separate legal entity frormn the Commonwealth.

After the Offer, the Commonwealth intends to transfer to the Future
Fund all of its Telstra shares which are not transferred in the Offer
{inctuding the Over-altocation Gplion and associated adeninistrative
mechanisins), although it will initially retain sufficient shares to meet
bonus toydlty share obligations to Australian applicants in the Retail
Offer. These retained shares will be held for the lommonwealth by
the Trustee until they are transferred to those entitled, and will not
be voted while they are so held. Any of these shares which are not
ultimately required, because Australian instalment receipt holders
have transferred instaliment receipts or otherwise lost the right to

receive bonus toyalty shares, will be transferred to the Future Fund
after the Final instalment Bue Date.

Telstra shares transferred to the Future Fund cannot be sold during
an escrow period of two years from the date instalment receipts are
first listed on ASX, subject to Emited exceptions described in section
2.8 of the Prospectus, ‘Future Fund overview', and section 5.7 of the
Prospectus, Future Fund’.

Telstra shares are not guaranteed by the Future Fund.

For further information regarding the Commaonwealtth's transfer of
shares 1o the Future Fund see section 2.8 of the Prospectus, ‘Future
Furid overview', and section 5.7 of the Prospectus,‘Future Fund’.




3.1 What sort of investment is this?

The following is u surmimary only ard should be read in conjunciion
with the additional detgiled information contained elsewhere in this
investment Statermnent and in the Prospectus.

The base offer size iz 2.15 billion shares, unless increased as outlined
betow. The final number of shares sold by the fommonwedith will not
exceed this buse offer size unless:

% the Over-gHocation Option is exercised; andfor

« the number of shares required to satisfy allecations for the Retail
Gffer, the POWL Minimurm Guarantee and Institutional Investors'
Initial Allscation Benefits, For further information see section 3.3
of this Investrment Staternent,"Ability to increase the offer size'.

HSTALMENT RECEIPTS

Telstro shares will be paid for in two instalments. The first instalment
amount of A$2.10 is pagable on application and the final instabment
is pagable on or by 29 May 20085 Until the final instobment is paid, the
shares will be held by the Trustee pursuant to the Trust Deed.

instalment receipts will evidence g instalment receipt holder's
beneficial interest in underlying shares However, the shares themselves
will be held by the Trustee in dccordance with the Trust Deed The
Trustee will hold the shares on trust for instalment receipt holders as
the owner of the beneficial interest and for the Commonwealth g the
holder of g security interest securing payment, among other things,

of the fingl instolment. After an instokment receipt holder pays the
fitalinstalment by the Final Instalment Due Date in cleared funds, the
instedment receipts will be concelled and the Trustee will transfer the
underiying shares to that instalment receipt holder who will become the
registered holder of the shares. The Commonwealth will no longer have
0 security interest in them.

instalment receipt holders will e entitled to receive any dividends paid
on the shares, to receive notices, financial reports and other documents
required to be sent to shareholders and to vote (by directing the Trustee
how to vote) at d meeting of shareholders {or class of shareholders)

instalment receipt holders will not be registered shareholders of Telstra
in terms of the Corporations Act nor Telstra's constitution.

HRTALMENT RECEIPT VOTING RIGHTS

Holders of instalment receipts generally have equivatent rights to those
of shareholders including the right to gttend and speak ot o generat
reeting of Telstra shareholders. Molders of instatment receipts cannot
vote directly at o general meeting of Telstra shareholders but can direct
the Trustee how to vote the shares undertiing the instalment receipts.

The Trustee will direct the Instalrment Receipt ond Share Registrar to
rake arrangernents with Telstra and the share registrar to ensure that,
so far as practicable, the share registror sends to the instalment receipt
holder any notice of meeting of shareholders gt the same time and in
the same manner it sends that notice to shareholders. However, because
of the timing of the Offer, agplicants under the Dffer will not receive

u rtotice of meeting and will not have the right to altend and vote

at the annuol general meeting on 14 November 2006, unless they are
existing sharehotders.

As an instalment receipt holder is not strictly o shareholder, the Trust
Beed sets out o procedure that the Trustes must follow to ensure that
a holder of instalenent receipts may direct the votes attached to the
urderlying shares at o generdl meeting. That procedure is summarised
i section 11 of the Prospectus Appendix, ‘Description of Instalment
Rereipis and Trust Deed’.

H an instalment receipt holder does not provide o vadid voting direction,
the Trustee must not cast a vote on dnyg resolution in respect of the
urderlying shares to which that instalment receipt holder's instaiment
receipts relate.

DIVIDENDS

While you hold instabment receipts, you will be entitled to vote

{by directing the Trustee how o vote) at a reeting of Telstra
shareholders {or o class of shareholders) and will receive any dividends
declared by Telstra during this period. in its normat cyele, Telstra pags
an interim dividend in March or Aprilond o final dividend in September
or Oetober of each gear. Neither Telstra nor dny other party promises
or guardntees that dividends will be paid on Telstra shares.

The Trustee will take all reasonable steps {us defined in the Trust Deed)
to require that the payment of any dividend to the instaiment receipt
hoider is made at the same time and in the same manner as Telstra
pays dividends to shareholders, Payments will be made 1o an instalment
receipt hoider if that holder is on the instalment receipt register gt

the retevant time. The Trustee is not responsible to the instalment
receipt holder for any negtect or default on Telstra's part in relation

o dividends.

Further information gbout dividends is set aut in section 3.5 of this
investment Statement, "What retums will | get?”.




HNSTALMENT RECEIPTS ARE TRANGFERABLE

Some or ali of a holding of instaiment receipts may be transferred

to another person, subject to the terms of the Trust Deed. Telstra

and the Trustee will dpply within seven days after the date of issue

of the Prospectus to have the instalment receipts and undertying

shares quoted on ASX. Telstra ond the Trustee have applied to NZX for
permission to quote the instaiment receipts and underlying shares on
NZSX, and all requirernents of NZX relating thereto that can be complied
with on or before the date of distribution of this Investment Stoterment
have been duly complied with. Mowever, NZX accepts no responsibility
for ang staternent in this Investiment Statement.

See section 3.8 of this Investrment Staternent,"How do | cash in my
investrnent?’, in relation to the trading of the shares represented by
the instalment receipts after that date.

THE INSTALMENT RECEIPT REGISTER

The instalenent receipt register is the only evidence of a holding of an
instaiment receipt and of the beneficial interest in the share underlying
an instolment receipt. The instalment receipt register will be maintained
by the Instaiment Receipt and Share Registrar. A copy of the instaiment
receipt register oy be inspected or obtained {for o fee in some cases)

if an undertaking is provided regarding the use of the information
obtdined in inspecting, or obtuining o copy of, thot register.

The Instalment Receipt and Share Registrar in New Zedland is Link
Marlket Services Limited which is also Telstra's shore registrar in
New Zealand.

Further information about the instoiment receipt register is set out
in section 11 of the Progpectus Appendix, ‘Description of instalment
Receipts und Trust Beed”.

ORLIGATION TO PAY THE FINAL INSTALMENT

Avregistered holder of instalment receipts on 15 May 2008 must pay the
final instaliment on or by 29 May 2008 (the Finat Instalment Due Datel.
Reminder Notices will be sent to instolment receipt holders prior to this
daote. The reminder notice witl be sent to the address recorded against
the name in the instatment receipt register.

5o that the Commaorwealth can determine who must pay the final
instaiment, Telstra will ask ASX and NZX {o suspend trading of the
instaiment receipts on or about § May 2608. The person on the
instaiment receipt register at the loter of 7.00pm (Sydney) time, and the
time at which various seheduled processing and system administrotion
tasks are completed in respect of 15 May 2008, will have to pay the finat

instolrment. This iz 20 even if the reminder notice is not received.

H an instaiment receipt holder defaults in paying the finalinstalment,

the Trustee may sell some or all of the shares (including all dividends,
rights or other benefits aecruing or received on the shares after

29 May 2008} underiying the holder's instalment receipts to sotisly

the final instaliment (and gny other related amounts the instalment
receipt holder may owe ta the Commonwealth, including interest on

the amount of the final instalment (calculoted at 12% per annum) gnd
adrainistration charges (including d A$7s administration fee per default),
rasts, expenses, taxes and duties).

The instalment receipt holder will receive dny excess proceeds. if the
proceeds of the sale of the shares gre insufficient to cover the gbove
arnounts, the instalment receipt holder remains lioble for the shortfult.
The Trustee must take action ggainst the instaiment receipt holder to
recaver the shortfall unless the Commonweatth instructs it to cease that
action. The Commonwedtth can dlso take recovery action against the
instabment receipt holder directly.

New Zeclond resident investors will not be entitled to the 'bonus
toyalty shares’ on the findlinstalment, as referred to in the Prospectus,
ard must pay the full gmount of the final instalment by the Final
instalment Due Date.

PRE-FAYMENT OPTION

instalmend receipt holders may prepay the final instalment for

sone {in minimum pareets of 2,000) o all of their registered holding
o or before 31 March 2008. Prepayrment mag be made on or by

28 February 2007 and on or by the last day of every month thereafter
{each a prepayrnent dayj up unti 31 March 2008, To prepay, instabment
receipt holders will need to contoct the instatment Receipt and Share
Registrar on 0800 835 7872 to obtain the prepayment notification.
instalment receipt holders need to request d prepayment notification
by the eighth business day of g month if they want o prepay in

that ronth. They will then need o ladge their payment with the
Commonwealth as directed in the prepayment notification by 5.60pm
{Sudney time) on the lust business day of the relevant month,

For further information about prepayments see section 11 of
the Prospectus Appendix, ‘Description of instalment Receipts and
Trust Deed'.




OTHER TERMS

The Trust Deed has provisions which deal with the duties of the
Trustee if:

« 0 tokeover bidis made for Telstrg;
# o tokeover bid is made for instalment receipts;
« Telstra subdivides, consolidates or reconstructs the Telstra shares;

# elstra reduces its capital. if o returmn of capitel occurs, the
Commornwealth will receive the return and the final instalment will
be reduced accordingly;

= Telstra makes o buy-back offer for shares; or

« Telstra mokes 4 bonwus issue or Telstra shareholders receive rights
under o scheme of arrangement.

The instalment receipt holder cannot ereate any security interest, such
as a mortgage or d charge, over the shares the Trustee is holding on
such holder's behalf. in addition, the instolment receipt holder cannot
do gnything which would have the effect of giving another person any
right over the shares until the final instalment has been paid and the
Trustee has transferred the shares to the holder.

instalment receipt holders gre required by the Trust Deed to pay certain
taxes and duties, if any, referable to them, their instalment receipis or
their shares.

Further details of the other terms of the Trust Deed are summarised
in section 11 of the Prospectus Appendix, ‘Description of instalment
Receipts and Trust Deed’.

SHARES

Thie shares offered are ordinary shares of Telstra, an
Australian company.

fights ottaching to the shares are conferred by Telstra’s constitution
ard requioted by the Corporations Act, ASX Listing Rules and general
low. These rights incdude the right to:

« attend and vote at a meeting of shareholders, induding the right to
cast one vote per share on ¢ poll;

= ont equal participation with other shares in any dividend declared,
subljert to ang rights attaching to any shares with special dividends
(ro such shares are currently onissue);

% onequal participation with other shares in the residuat assets on
liquidation of Telstra after payments to creditors, subject to rights
ottaching to any preference shares (no such shares are currently
ornt issuel; and

= besent reports, notices of meetings and other information sent
ta shareholders.

Further details on the rights and obligations of shareholders are set

out in Telstra's constitution. Telstro proposes to replace its constitution
at the upcorning 2006 annual generdgl meeting to be held on

14 November 2006. The proposed new constitution will, amaong other
things, reflect changes arising frorm the Offer, requlatory changes under
the Corporations Act and the ASX Listing Rutes and developrments in
best practice corporote governonce.

Some of the prindipat amendments proposed to be made to Telstra’s
canstitution are summarised in section 10 of the Prospectus Appendix
‘Desceription of shares and constitution”.

QUOTATION

Telstra securities are cusrently traded on ASX, NZSX and NYSE. Telstra is
tisted on NZSX as an overseas listed issuer.

Telstra and the Trustee have applied to NZX for permission to quote
the instalment receipts and underlying shares on NZ5X and alt
requirernents of NZX relating thereto that can be complied with on
or before the date of distribution of this investment Sfatement have
been duly complied with.

Telstra and the Trustee will apply within seven days after the date of
issue of the Prospectus to have the instalment receipts and underlying
shares quoted on ASK. The instalment receipts and shares will not be
guoted on NYSE.

NZX and ASX gocept no responsibitity for any statement in this
investment Stotement.

i permission for quotation of the instaiment receipts and underlying
shares is not granted by ASK within three months after the date of the
Praspectus, or such tonger period as ASX glows, application monies will
be refunded in full without interest gs soon as practicable in accordance
with the requirements of the Corporations Act.

initial quotation of the instalment receipts on NZ5X and ASX s expected
o occur on Monday 20 November 2006 on a conditional and deferred
settiement basis.

trivestors should note that quotation of the instatment receipts on NZSX
is conditional upon quotation of the instalment receipts and shares on
ASX, settlement of the International Purchase Agreement and the issue
of the instalment receipts.




OTHER INFORMATION ABOUT THE SECURITIES

Further detdils on the rights and obligations of instalment receipt
holders and shareholders are set out in the Trust Beed and Telstra’s
cornstitution and dgre summarised in section 5.9 of the Prospectus,
‘Rights of holders of instalment receipts and shareholders’ and section
11 of the Prospectus Appendix, ‘Description of the Instolment Receipts
and Trust Deed’,

3.2 Who isinvolved in providing
it for me?

OFFEROR AND PROMOTER

The Cormnmonwealth of Australia is the offeror and promoter of
the shares being offered for sale. Under the Securities Act, the
Commonweatth is aiso an issuer of the shares and has obligations
as an issuer under the Securities Act and Securities Regulations.

The address of the Commonwealth is Department of Finadnce and
Administration, John Gorton Building, King Edward Terrace, Parkes,
ACT 2600, Australia.

Aninvestment in the shares is not guaranteed by the Commonwealth
ar any other party.

ISSUER

Telstra Corporation Limited (ACN 051 775 556} is the original issuer of
the shares.

Telstro wos incorporated on 6 November 1991 in Australia Capital
Territory, Australia. Telstra's registered office is Level 41, 242 bxhibition
Street, Melbourne, VIC 3000, Austratia.

Telstra’s principal place of business in New Zealand is tocated at two
sites, being TelstraClear Centre, Simakes Farm Office Park, Corner
Northcote and Tahoroto Rood, Takapuna, Auckland and TelstraClear
Limited, Shed 39, 1 Hinemoa Street, Centreport, Wellington
{Tetephone 0508 888 BOO).

Telstra is o listed company and its shares are quoted on ASX gand NZSX

Telstra is Australia’s leading telecommunications and information
services compani. The principat activities of Telstra inclode the provision
of basic access services {including installation and maintenance of
connections between customers' prermises and basic voice; faesimile and
internet services) to most homes and businesses in Australiojlocai and
long distance telephone calls in Austrolia and international tetephone
colls to and frorm Australio; mobile telecommunications services,

broadband decess and content, ¢ comprehensive range of data and

internet services {including through Telstra BigPond®, Australia’s leading

internet service provider (15 managerment of business custorners!
inforrmation technology andfor telecommunicotions services; wholesale
services to other carriers, carriage service providers ((5Fs) and 15Ps;
advertising, search and information services through its wholly-owned
subsidiary, Sensis; and catrle distribution services for FOXTELs cable
subscription television senvices.

Telstra owns s0% of FOXTEL and its international business includes
interests in: CSL Mew World Mobility Group (CSL), Hong Korng's leading
mobie operator; Telstrallear Limited, the second largest full service
carrier in New Zeatand; REACH Etd {REACH), o provider of globat
connectivity and internationat voice and satellite services; and SouFun
Holdings Limited {(SouFum), o feading reat estate and home furnishings
wiebhsite it Ching.

Further details of Telstra’s main getivities and intermational investrments
are set out in section 3.8 of the Prospectus, Telstra's maoin dctivities and
international investments’.

Telstra will not receive dny proceeds from the sale of the shares.

The current mernbers of the Board are listed in the corporate directory
on page 39 of this Investrnent Staternent. Further information about the
directors of Telstra is set out in section 3.6 of this Investment Statement,
“Whot are my risks?".

For further information about Telstra refer to section 3 of the Prospectus,
‘DOverview of Telstra”.

TRUSTEE
The Trustee is Telstra Sale Compuany Limited (ABN 82 121 986 187).

3.3 How much do | pay?

Payment for the shares will be in two instabments. Suceessful applicants
muost pay:
« the first instaiment armount of A$2.10 per shore on application; and

o thefinol instaiment amount on or by 29 May 2008, the Final
Instaiment Due Date,

The final price payable for o share will be the amount set under the
institutional Gffer. The amount of the finat instolment will be equat

to the final price less the amount of the first instalment. The final
instalment amount will be announced by Monday 20 November 2006,

You should be aware that at the time of payment of the final
instabment, the market price of the Telstra shores may be less than the
totai of the first and final instaiment amount.




FINAL INSTALMENT

bach person registered as an instokment receipt holder at 7.00pm
{Sydney time) on the 15 May 2008 and the time ot which various
scheduled processing dand systern administration tasks are completed
it respect of 15 May 2008, will have 1o pay the finol instatment.

if the final instaiment is paid by 5.00pm Sudney time on 24 May 2008
and the payment is cledred by 5.00pm Sydney time on 10 June 2008,
the Trustee wilk transfer the shares to the instolment receipt holder
within 12 business days {or o longer period if ASK and NZX permits}
of 24 May 2008.

if funds sent to pay for the finalinstatment are not clegred by 5.60pm
Sydney time on 10 fune 2008, the Trustee will transfer the shares to
the instalment receipt holder as soon as practicable after those funds
are clegred.

investors who buy or sell instalment receipts in the period immediately
preceding the Fnal Instalment Due Date should confirm with an NZX
Firm whether they will be liable to pay the final instalment on those
instoiment receipts.

instalment receipt holders may prepay the finalinstalment for some

{in minimum pdreels of 2,000) or all of their registered holding on or
before 31 March 2008, Prepagiment mady be made on or by 28 February
2007 and on or by the last day of every month thereafter {each o
prepayment day) up until 31 March 2008 To prepay, instaliment receipt
holders will need to contact the Instalment Receipt and Share Registrar
an 0BOO 835 7BYZ to obtdin the prepayment notification. instatment
receipt holders need to request o pregaygment notification by the eighth
business day of a month if they want to prepay in that month. They will
thern need to lodge their payment with the Commonwentth as directed
in the prepayment notification by 5.60pm Sydney time on the last
business day of the relevant month,

For further information about prepayments see section 11 of the
Prospectus Appendix,‘Description of instalment Receipts and
Trust Deed’.

New Zealand resident investors will not be eligible for any prepaymerit
discount s referred to in the Prospectus.

CONSEQUENCES OF FALLING TO PAY THE
FINAL INSTALMENT

if an instalment receipt holder defaults in paying the final instabment,
the Trustee can sell some or dll of the shares {including oll dividends,
Tighits or other benefits aceruing or received on the shares after 24 May

2008) underlying the holder's instalment receipts to satisfy the final
instaiment {und ang other related amounts the instalment receipt
holder may owe to the Commonweatth, including interest on the

arnount of the final instalment (caleuvloted at 12% per annum) and

administration charges (including d A$75 administration fee per default),
rosts, expenses, taxes and duties)

DETERMINATION OF THE FINAL PRICE -
HRTITUTIONAL OFFER

Selected Institutional fnvestors wilk be invited to bid for shares in the
institutional Gifer. Partidipants in the institutional Gffer will be invited
o submit bids between 15 and 17 Novemnber 2606 in o global bookbuild
process. After the close of the Institutional Dffer, the total amount
payaire per share by Institutional Investors will be determined by the
Commonweadlth in consuliation with the loint Global Coordinators and
the Commonweattty's Business Adviser.in determining the total amount
payaire per share by Institutional Investors, the Commonwedlth will
have regard to considerations including the level of demand for shares
in the bookbuiid, prevailing market conditions, the desire for an orderly
after-market, the market price of Telstra shares prior to the close of the
institutional Gffer and an ownership base of long-term shareholders.

The final instabment payable by Institutionat Investors will be the total
amount payable per share tess the A$2.10 first instaiment payable by
institutional Investors,

The Commonwenith will determine the ollocation of shares between
bidders in the institutional Offer gfter consultation with the Joint Globat
Coordinators and the Commonwealth Business Adviser. There is no
assurance that any bidder in the Institutional Difer will be aliocated
ary shares or the nuimber of shares for which it has lodged a bid. The
dgetermindtion of the {otal armount per share payable by Institutional
investors and the allocation policy will be in decordance with the tesms
of the Institutionat Offer set out in section 5 of the Prospectus Appendix,
Further Information about the Institutional Offer’.

The Cormmaonwenith intends that the majority of shares to be sold
urder the Institutional Gifer be made available to existing Telstra
shareholders in the form of the Initial Allocation Benefit Institutions
holding Telstra shares as a1 6. 60pm Sydney time on 17 Novemnber 2006
{odjusted for dealings up to that time - see section 5 of the Prospectus
Appendix, ‘turther information about the Institutional Cffer’) that lodge
a valid bid no later than that time wilk receive an initial Alocation
Benefit. The Initial Allscation Benefit is subject to the bidder having
made and not withdrawn g valid bid at or above the final price ond the
Corenonwedlth reserves the right to withhold the Initial AHocation
Benefit from persons it considers have engaged in adverse market
behaviour. The level of Initial Allocation Benefit will be 1 share for
every 2 shares held in Telstra af the dose of the Institutional Difer
{adiusted for dealings up to that time) or such lesser number of shares
for which the institution has lodged o valid bid at or above the final




price. Australian and New Zealand resident Retail investors bidding via

broker-sponsored bids will dlse be entitled to claim Initial AHocation
Benefits based on their holdings gs ot the dlose of the institutional Offer
{adjusted for dealings up to that time - see section 5 of the Prospectus
Appendix,‘Further informaotion about the Institutional Offer”), but must
dedurt from the Initial Alocation Benefit so daimed any shares they
have opplied for in the Shareholder Entitternent Offer.

Aninimum total number of shares may alse be reserved for lapanese
investors subscribing under the POWE Minimum Guarantee.

in addition, g minimum of 15% of the offer size (before any over-

altocations) will be reserved for certain investors in the Institutionat

Offer {*Certain Institutional Investors), including:

% Telstrd shareholders who place bids for armounts in excess of their
Imitial Allocation Benefit;

« Other Institutional Investors who are not Telstra shareholders at the
close of the Institutional Offer;

# investors subscribing under the Jupanese FOWL in excess of ang
POWL Minimurn Guarantee; gnd

# Retail Investors who participate in the Institutional Offer vio broker-
sponsored bids for drmounts in excess of their Initial Allocation
Benefits {if any}.

Any dlioration of these reserved shares is subject to the investor having
made and not withdrawn a valid bid at or above the finot price. These
resenved shares will be aliocated having regard to the aliocation eriteria
describred in section 5 of the Prospectus Appendix, ‘Further information
about the Institutional Offer”. Any reserved shares not aliocated to these
investors will be allocated to other ports of the Offer.

The finat instatment amount pagable by Institutional investors wili be
set by the Cormnmonwealth following a bookbuibd.

Further details about the institutional Offer gre set out in section 2.5
of the Prospectus, Institutional Dffer’, and section s of the Prospectus
Appendix, ‘Further information about the Institutional Offer”.

ABILITY TO INCREASE THE OFFER SIZE

The base offer size iz 2.15 billion shares, unless increased as outlined
betow, The final number of shares sold by the Commonwedith will not
exceed this buse offer size unless:

« the Over-gilocation Option is exercised; gndjor

« the number of shares required to satisfy allecations for the Retail
Offer, the POWL Minimurn Guarantee and Institutional investors!
Initial Allocation Benefits exceeds 2.15 billion shares.

Thie Joint Global Coordinators may agree with the Commonwealth
to over-vilocate up o 15% of the base offer size (that is, 322.50 million

! Assurning o base offer size of 2.15 bitlion shares.

shigrest) to Institutional Investors under the Institutional Offer. These
over-vilocations, if any, may be satisied either by goquiring additional
instabment receipts from the Commonwealth pursudnt to the Dver-
allecation Dption which has been granted by the Commonweattt
ardfor by purehidsing instalment receipts on the stock imarket which
rmay have the effect of stabilising the secondary market price of
instabment receipts. The exercise of the Dver-aliocation Option

would increase the number of shares sold by the Commonwedlth

to 2.47 billion shares®. Refer to section 5.12 of the Prospectus, ‘Over-
allocation and market stabitisation’ Jor more information.

in addition, the base offer size may be increased where the number

of shares required to satisfy aHocations for the Retail Dffer, the POWL
Minirnom Guarantee dnd Institutional lnvestors’ Initial Allocation
Benefits exceeds 2.15 billion shares. In this event, the size of the
Ower-vilocation Option would also increase proportionately, to remain
at 15% of the increased base offer size.

Should the base offer size be increased in these circumstances, shares
allocated to Certain Institutionat investors (see section 2.6.2 of the
Prospectus, ‘Allocation under the Institutional Offer Y would be limited
o any shares the Joint Global Coordinators agree to over-alloeate
under the nstitutional Offer, that is, no more than 15% of the increased
base offer size {see section 2.6.2 of the Prospectus, ‘Allocation Under

the Institutional Offer’). After the Offer, the Cormnmuonwealth intends

to transfer to the Future Fund all of its Telstro shares which are not

sold in the Offer {including the Over-allocation Option and associated
administrotive mechonisms), atthough it will initially retain sufficient
shares to meet bonus loyalty share obligations to Australian

upplicants in the Retail Offer. These retained shares will be held for

the Commonwedlth by the Trustee until they gre transferred to those
entitied, and will not be voted while they gre so held. Any of these
shares which are not ultienately required, because Austradian instalrment
receipt holders hove transferred instalment receipts and lost the right to
receive bonus loyalty shares, will be transferred to the Future Fund after
the final Instelment Due Date.

Telstra shares transferred to the Future Fund cannot be sold during an
escrow period of two yedrs from the date instalment receipts under the
Offer are first listed on ASX, subject to imited exceptions described in
section 2.8 of the Prospectus, 'Future Fund Overview!, dnd section 5.7

of the Prospectus,'Future Fund”.

LODGING YOUR APPLICATION

Application Forrns must be completed and submitted in accordance
with the instructions set out on the reverse of the application form
and in the ‘Application Instructions’ commencing on page 406 in this
investrnent Stotement.




Applicotions must be for o mindmum of 580 shares and in multiplies of

50 shares thereafier. if the Offer is over-subscribed, investors may be
altocated tess than the number of shares for which they apply, subject
to their quaranteed minimom dliocation, shareholder entitiement or
firmn allocation.

APPLICATION MONIES AND LODGEMENT OF
APPLICATIONS

All applications rust be made on the relevant application form and
accompanied by o cheque or bank droft for the first instalment made
payable to Telstra 3 Share Offer’. Cheques must be in Austratian
Dollars drawn on an Australion branch of an Australian bank, morked
‘Not Negotiable and must be payable to ‘Telstra 3 Share Offer” Bank
drafts must be in Australian Dollars drawn on any registered bank in
New Zealand.

Application forms and cheques or bank drafts {other than Firen Dffer
applications) should be mailed using the reply paid envelope provided.
if you do not have a reply paid envelope, you should send your
completed application forr and chegue or bank draft either:

= o the following address:

Telstra 3 Share Dffer
PG Box 90219
Aucktand Mail Centre
Auckland 1142

or
w  toany NZX Firm.

For investors who elect to participate i the Firm Cfer, their broker

will act as their agent in submitting their application and it wilt be

the broker's responsibility to ensure that the investor's application is
received by 4.00pm (New Zealand time) on the Closing Date {expected
to be ¢ Novernber 2006). The Comnonwealth and the jaint Global
Coordinators take no responsibility for any dets or omissions by brokers
in connection with any applications.

Applications and payments must be received by 4 00pm (New Zedland
time) on the Closing Date (expected to be & November 2006). Mowever,
the Commonwedith, in consultation with the loint Global Coordinators,
may, without further notice, close the Offer (or any part of the

Dffer) early, extend the Offer (or any part of the Offer) or accept late
applications, either generally or in particelor cases.

ACCEPTANCE OF APPLICATIONS

The Commonwedith intends to accept ail valid gapplications under

the Retuil Offer for at least the relevant guaranteed ailocation. The
Commonwealth reserves the right, however, to reject any application or
to dilocate to any person fewer shares than applied for by thaot person.

Applicants will receive a refund if they applied and paid for more shares
than they were allocoted. Telstro shareholders who have already
provided their bank or other finandal institution gecount details will
receive any refund electronicaliy into that gecount All other applicants
will receive any refund by cheque. No interest will be paid to applicants
on any moenies refunded.

An application represents an offer to buy shares from the
Cornmonwedlth on the terms and conditions set out in this Investment
Stoternent, the Prospectus and on the application form and the page to
which itis attached. A contract will be formed when the Commonwealth
uccepis on applicant’s offer on the allocation of instalment receipts.

The Commuonweglth mag accept an applicant’s offer without further
notice 1o thot opplicant. if an gpplicant’s offer is geeepted, thot applicant
will, subject to a condition regarding settlement of the International
Purchase Agreerment, receive an instalment receipt transaction
confirmation staternent. See section 3.8 of this investment Stotement,
How do i cash in my investiment?’, for further details of the conditions
regarding settlement of the International Purchiase Agreement. Further
details on the International Purchase Agregrment are also set outin
section 5.12 of the Prospectus, ‘Over-allocation and morket stobiisation’.

The Commaonwealth reserves the right, at its diseretion, to treat any
upplication for greater than 200,000 shares as an application under the
institutional Gifer. in addition, where the Commonweotth is gdvised

by the joint Globat Coordinators that investors who would typically

be regarded as Institutionat investors have applied as Retail Investors,
the Commonweatth also reserves the right to treat such applications
us applications under the Institutional Gifer.

The Commonwealth reserves the right to reject or aggregate gpplications
which appedr to be rultiple applications from the same person or
from closely related gersons. However, dients of brokers receiving firm
allecations under the Frm Cffer may olso lodge an application under
the Shareholder Entitlernent Gifer or the General Public Offer. Unless
you dre d client of a broker applying for o firm ailocation under the
Firen Offer, you may only apply for shares using one application form.,

An application by you acting in dnother tegal capadity (such as a trustee
of a trusty will not be treated as a multiple application.




ALLOCATION OF SHARES

A proportion of the shares to be sold in the Dffer will be reserved
for the entitlements, firm allocations and guaranteed minimuom
altgeations under the Shareholder Entitlement Offer, the Firm Offer
and the General Public Difer respectively, any POWLE Minimum
Guardntee and institutional Investors” Initial AHocation Benefits,
Any reserve shares not allocated to these components of the Difer
will be aliveated to satisfy applications from Retail Investors above
their guaranteed minimum dliocations and entitlernents as well as
to satisfy bids in the Institutional Dffer.

Details of each component of the Retail Gffer are described in section 1
of this investment Statement, ‘How to Apply’.

in certuin limited dreumstances, where d significant development
has oecurred during the Offer period applicants may have the right to
withdraw their applicotions. Further details of this withdrawal right
are discussed in section 3.6 of this Investment Staternent, "“What are
my risks?’.

3.4 What are the charges?

PAYMENT OF CHARGES TO TELSTRA, THE
COMMONWEALTH OR THE TRUSTEE

Aninvestor must pay the first instalment and the final instalment to the
Commonwedtthy If an instaiment receipt holder defaults in paying the
finalinstalement, the Trustee maoy sell some or ol of the shares {induding
alt dividen:ds, rights or other benefits accruing or received on the shares
after 28 May 2008} underlying the holder's instalment receipts to satisfy
the final instalment {ond any other related amounts the instalment
receipt holder may owe 1o the Commaonwedlth, including interest on
the amount of the findl instabment (cateulated of 129% per dnnum} gnd
administration charges (ncluding o A$75 administration fee per defauit),
costs, expenses, taxes and duties).

Other than as described above, an investor is not required to pay dny
charges {(including brokerage) to Telstra, the fommonwecdlth, or any
person gssociated with either Telstra or the Commonwedith, in relation
to the Offer.

Any fees and expenses paygable to the Trustee are to be met by the
Commonweatth and will not be met by instalment receipt holders
or Telstro.

No fee is payable to the Commaonwealth in relation o its role g
proroter of the New Zeatand Gffer.

The Commaonwealth has agreed to reimburse certain expenses relating

1o the Offer incurred by Telstra. These expenses are in the noture of
tegal, udvisory, listing, share registry, B & O insurance, marketing and
udministrotive costs which ure presently estimated to be in the order
of A$25 million.

The Commonwedith has provided certain indemmnities to Telstr
including indernnifying Telstra, s directors and certain of its executives
agdinst liabilities anising in connection with the Gifer. Further details
about these indemnities are sef out in section 16 of the Prospectus
Appendix, indemnities provided by the Commonwealth of Australic’.

BROKERAGE AND OTHER FEES

Brokers and financial planners (including the Retall Lead Managers) will
be entitled to o brokerage fee of 0.75% of the net present value of the
total amount payable by Retail Investors for shares sold pursuant to
applications lodged through brokers, induding shareholder entitlernents
but excluding applications under the Firm Offer, and o brokerage fee of
1.25% of the net present value of the total dmount payable by Retail
frvestors for shares sold pursuant to applications under the Frm Offer.

Comnission will be payable to the Institutionat Selling Syndicate in
respect of shares allocated to institutional investors under the
institutional Cifer. in respect of shares allocated to Austratian and

New Zealgnd institutions, the relevant syndicate members wilk be paid
collectively o commission of 0.4% of the net present value of the total
amount payable by institutional Investars, This commission rate will
also be paid to participating brokers in respect of aliocations made to
Retail investors in relation to successtul broker sponsored bids lodged by
those brokers on behalf of Retail Investors. These fees will not constitute
part of the commissions pagable 1o the nstitutional Selling Syndicate.
fr respect of shares sold outside Austratia and New Zealand, the
international syndicate members will receive collectively o commission
of 0.4% of the net present value of the total amount payable by
institutional Investors and d further 6.04% of the armount of the first
instabment regresenting dn underwriting fee. The underwriting fee
comnponent will not apply to shares that are the subject of the Over-
allecation Dption and assoddted stock borrowing arrangements.
Further details gbout the Over-allocation Option are set out in

section 5.12 of the Prospectus, ‘Over-allocation and morket stobiisation’”.

For the purpose of caleulgting the net present vatue of the total amount
payaile, the amount of the first instalment plus the discounted amount
of the final instatment will be used.

The Commaonwealth will pay the brokerage fees and commissions

referred to above.




Norrnal brokerage charges may apply to the on-sale of instalment
receipts andfor shares and those charges will be payatle by the seller
antdfar buyer under the relevant transaction.

if the Oifer proceeds, the totol estimated costs in connection with the
Offer, including advisory, lequl, dccounting, tax, listing, share registry
services and administrative fees, as well as printing, advertising and
other expenses {but excluding commissions and brokerage described
above] will be approxirmately A$100 million and will be paid by the
Commonwedlth. A description of these costs are set out in section 2
of the Prospectus Appendix, ‘Interests of advisers and experts”.

TRUSTEE

Under the Trust Deed, the Commuonweatth must pay all expenses of the
Trustee. However, the instalment receipt holder must pay any expenses
relating to the sale of shares arising from enforcernent action taken by
the Commonweatth to recover the final instatment and certain other
vosts and charges. The Commonwedlth also indemnifies the Trustee
frorn ali liabiities arising from the performance of its responsibilities
unider the Trust Deed,

3.5 What returns will | get?

None of the Commonwealth, Telstrg, the Board, nor any person
associated with the Comnmonwealth, Telstra or the Offer guardntee

or promise any retuen {induding copital return on either instalment
receipts or shores), the performance of Telstro, the performance of the
instabment receipts or shares offered under this Investrment Staterent
artd the Prospectus or the morket price of which the instalment receipts
or shares will trade.

You will receive two types of returns on your shares regresented by the
instatment receipts.

THROUGH DIVIDENDS PAID TO INVESTORS

instalenent receipt holders will be entitted fo receive or benefit from
uny dividends paid by Telstra on the shares represented by the
instabment receipts.

The Board has considered the level of future dividends In the interests
of shareholders, it is the current intention of the Board to declare fully
franked ordindry dividends of A$0.28 per share for Telstra's financial
yeur ending on 30 fune 2007 {financial gear 2007). This assumes Telstrg
rontinues to be successful inimplementing its transformation strotegy
and there are no further material adverse regulatory outcomes during
the course of the financiol year 2007- see section 3.4 of the Prospectus,

Transforrmation strategy’, and section 3.6 of thisinvestment Stotement,

What are my risks?”.

The Board is unable to give guidance on ordinary dividends for

Tetstra's financial gedr to 30 June 2608 owing to the remaining
uncertainty attached to regulatory outcomes dand the impdct on its
business, as wel as transformeation and market place risks - see section
3.6 of this Investment Staternent, ‘What are my risks?” Whether any
dividend is paid, and the final amount of dividends dedlared for any
yeur, is u decision for the Bourd to make twite ¢ year in ifs normat
cyele having regard to the company’s egrmings and cash flow as well
as reqgulatory impacts and aki other {factors that affect the operotion

of Telstra.

For further explanation of Telstra's financial outlook, refer fo section 3.5
of the Frospectus, ‘Outlook”.

Tetstra normally pays dny interim dividend in Mareh or April and any
final dividend in September or October of each year,

Where dividends are pagable, Telstra is the entity legally linble to pay
them to shareholders.

H Telstra declares or pays o dividend (other than by way of o bonus
issuel, the Trustee rnust:

o ifthe dividend is to be paid wholly or partly in cash, direct Telstra
to pay the cash part of the dividend directly to the holder of the
instalrment receipt according to the number of instaiment receipts
registered in such holder's name; and

o ifthe dividend is not to be paid wholly in cash, take all reasonable
steps {as defined in the Trust Deed) to couse the non-cash part of the
dividend to vest in the instalment receipt holder. The Trustee is not
required to foke steps which are untawful or impracticable or which
may invelve unindemnified expense to the Trustee oy which may
potentially expose the Trustee to liability.

The Trustee wilt take all reasonuable steps {us defined in the Trust Deed)
to reguire that the payment of any dividend to the instalment receipt
holder is made ot the sarne time and in the same manner as Telstra
pais dividends to shareholders. The Trustee is not responsible to the
instalment receipt holder for any negtect or default on Telstra’s part in
relation to dividends.

Payrnents will be made to an instalment receipt holder if that holder
is on the instalment receipt register gt the relevant time. Forther
detadils of these dates and the payment of dividends is set outin
section 11 of the Prospectus Appendix, ‘Description of Instalment
Rereipis and Trust Deed'.



THROUGH THE SALE OF INSTALMENT RECEIFTS OR THE
SALE OF THE SHARES

instalment receipt holders may benefit from any increase in the market
price of their instalment receipts or (following the payment of the fingl
instaiment) their shores. The market price of instolment receipts and
shares may adlse decline.

if an instalment receipt holder sells their instalment receipts or
{Following payment of the final instolment), their shares, the purchaser
of the instalment receipts or shares will be leqally liahle 1o pay the
purchase price for those instaliment receipts or shares 11 s strongly
recommended thot investors seek independent tox advice from their
lowyer or taxgtion adviser in respect of any capital gain maode on o
resale of instalment receipts and shares.

The share prices for many companies have in recent times been subject
to wide fluctuations, which in mang cases may reflect  diverse range of
non-rompany specific idtuences, such gs global hostilities and tensions,

acts of terrorismy, natural disasters and the general state of the economy.

Such market fluctuations mag adversely affect the market price of the
shares. No assurances can be maode that Telstra’s market performance
will not be adversely affected by any such market fluctuations or
factors.

There can be no gudrantee that an dctive market in the instaiment
receipts will develop or that the price of the instalment receipts or
shares will increase. There may be relatively few or many potential
buyers or seliers of the instolment receipts or shares on NZ5X or ASX

at ang time. This may increase the volatility of the market price of the
instaiment receipts and shares 1t may also affect the prevailing market
price at which instatment receipt holders are able to sell their instalment
receipts and shareholders dre able to sell their shares. This may resolt in
instaiment receipt holders or shareholders receiving a market price for
their instolrment receipts or shares that is less or more than the original
purchase price that they paid.

KEY FACTORS THAT DETERMIMNE RETURNS

Whether Telstra's future findndal performance will improve i largely
dependent on its ability to implement and execute its transfarmation
stroteqy successfully and generate the increased volumnes and usage
rotes for its products and services it seeks to achieve. in addition,
Telstra's transformation is a five year plan, with the early years
involving the deployment of large amounts of copital, the roll-out of
new networks and systemns dnd the incurrence of additiongl operating
costs and provisions dssocioted with the fundamental changes Telstra
i implementing throughout its systemns and operations. Telstra’s ability
to successfully implement its fransformation strategy is subject to

significant risks. See section 3.6 of this investment Statement, "What

are my risks?’

Telstre is involved in continuing discussions over the current and future
requlatery environment impdeting the Australian telecommunications
industry in generdgl and Telstra in particulgr. There dre several key
requlatory issues, whether recently made or pending, which will shape
Telstra's future. These include:

o requigted wholesale aecess pricing;
«  retail price controls;

s ony potential competitor access 1o Telstra’s NEXT G™ wireless
network; and

o the use by the ACCC of the conduct rules in the Trade Practices Act
to affect the way Telstra prices its products and services.

Tetstra Believes that several key factors may impact its future financial
results, including:

o Telstra's ability to implement and execute s transformation plan,
including the deployrent of NEXT G™ wireless services, and the
rationatisation of its various IT and network platforms;

o Telstra’s ability to introduce new value-added products and
services to compensate for lower prices, volumes and earnings
Telstra experts to realise from its traditional higher margin product
and service lines;

o the difficulties for Telstra in predicing regulatory outcomes and the
unpredictable actions of the key requlators; and

s changes to Telstra's competitive environment as markets and
technologies evolve and competition intensifies and the actions
and initiatives of Telstra’s major competitors.

For further disrussion of Telstra’s financial outlook, refer to section 3.5
of the Prospectus,'Cutlook’.

For other factors that may determine returms and which are retevant fo
Telstral, investors should also refer to section 5.5 of the Prospectus, ‘Effect
of the Difer on Telstra’.

Returns on the shares {ond therefore the instalment receipts) gre
affected by nunerous additional factors and these factors may affect
the amount of the proceeds of any eventual sote of shares or the
instabment receipts and the amount of any dividend paid by Telstra.
Such factors incdude:

« general economic conditions, including inflation rotes and
interest rates;

o variations in the local and global market for listed stocks,in general,
or for telecormmunicotion stocks, in particular;




« changes to government policy, legislation or regulation in Australia,
New Zegland or in other markets in which Telstro operates;

= indusion or removal from major imarket indices;

# the noture of competition in the industries in which
Telstra operates; and

« generdl operational gnd business risks, which are set out in detail
in section 3.6 of this Investment Staternent, “What are iy risks?”.

NEW ZEALAND AND ALUSTRALIAN TAXATION
CONSHIERATIONS FOR NEW ZEALAND RESIDENTS

The purpese of this summary is to provide an overview of the likely
Australion and New Zealand taxation consequences that maoy arise for
certgin holders of instabrment receipts and shares who are residents of
New Zealond for taxation purposes.

The contents of this summary:

= opply only to holders who are residents of New Zealand for
toxation purposes; and

« are based on the tax law of Austrabio and New Zeatand as it stands
as ot the dote of this Investment Staternent.

Australia and New Zealand dre in a process of major tax reform. it is
important that potential investors monitor developments as changes

to the tax tegislation or administrotion of the law (or both) may have

a materiglimpact on the comments provided in this summuary. Potential
investors are advised to obtain gdvice on these tax reforms at the time
they invest in, or deal with, instaiment receipts or shares.

This summary is not a comnprehensive description of all Mew Zealand
arid Austrabian tax considerations that may be relevant to o decision
to purchase, selt or hold instatment receipts or shares. The summary
sets out the Austration and Mew Zedland taxotion consequences of:

« dividends pdid on the Telstra shares which the Trustee directs to
instalment receipt holders;

« sole of instadment receipts by holders;
«  pagment of the final instalment; and

= sale of the Telstra shares {by holders or the Trustee).

Aclass ruding has been sought froem the Austrabian Taxation: Office {ATO}
for participants in the Offer. A draft doss roling has been provided which
accords with a number of stotements contained in this summary. A final
class ruling is expercted 1o be issued by the ATO ofter the release of this
investrent Stotement. Whilst it is not expected to be the case, the ATO
may express views in the final class ruling which may be different to the
draft ruling.

Taxation is ¢ complex grea of law and the taxation consequences for
o holder may differ from those detailed in this summary, depending

on the holder's particular dreormnstances. Accordingly, potentiat investors

should not rely on this summary as a substitute for professional advice.
All potentiat investors who are considering investing in shares should
obtdin their own independent professional advice in light of their
particular dreurnstances before deciding to apply for shares.

Bividends

Mew Zealand tax

iy this Investrient Statermnent 'dividends’ indudes toxable bonus
issues and any amounts received by shoreholders in respect of share
buy-backs or cancellations by Telstra to the extent such amounts are
deemed dividends for the purposes of New Zealand tax iow.

The comrments below apply equally to dividends declared on the shares
while the New Zeatand resident holds an instakment receipt and those
declgred after the final nstoiment has been paid and the shares are
transferred fo the New Zealand resident.

A New Zeatand tox resident is unable to ufilise Australian franking
credits ggainst his or her New Zealand income tax liobility.

A New Zeatand individual tax resident will be required to include

the full amount of any dividend, induding any Australion withhalding
tax deducted (converted to New Zealand dollars ot the time of
declaration) and any New Zealand imputation credits attached to the
dividend, in gn income tox return or incorme statement. A New Zeatand
individual tax resident will be entitled to ¢ credit in New Zealgnd for
Australian non-resident withholding tax (DWHT ) imposed on unfranked
dividends and any New Zedland imputation eredits attached up to

the amount of New Zedland tax otherwise payable on the dividend.
Any unutilised imputation eredits con be credited against tax on other
income or carried forwdrd and caredited against tax on income derived
in loter years.

New Zealgnd resident companies dre generally not subject to

income tax on dividends received from overseas companies. Mowever,
New Zealond resident company investors with less than o 10% voting
interest in Telstra will be Hable for o foreign dividend withholding
paymernt (FOWP) ot the rate of 33% on any dividends that they receive.
A foreign tax credit should be available for any Australian BWHT
imposed on unfranked dividends from Telstra and any New Zegland
imputation credits attached to the dividend, but only to the extent of
the FDWP imposed on the dividends.

Trans-Tasman imputation

Australian companies can elect to maintain a New Zedland imputation
credit account and collect imputation credits from income tax paid in
New Zealand. New Zeoland investors in an Australian company that
maintaing an imputdtion credit account and gttaches imputotion




credits to dividends are able to receive g proportion of the New Zedland

imputation credits equal to their interest in the Australian company.

Telstro has made the necessary election to maintdin an imputdtion
credit account. The tevel of irnputation credits that have been generated
by Telstra to date is insignificant 1t is anticipated that dividends paid

by Telstra will not be fully imputed with New Zealand imputation
credits. Therefore, depending on their individual tox paying pesitions,
New Zealand holders are likely to be required to pay income tax or
FDWP, as appropriote, on ¢ proportion of dividends received.

Australion tax

Details of the Australiun withholding tax and franking system are set
out in section 5.14 in the Prospectus, Taxation'.

The income tax treatment of distributions to instalment receipt holders
will mirror the income tax treatment of distributions to shareholders.
While the distributions on instalment receipts are, strictly specking,
trust distribistions, they will retain the character of the dividends on the
shares and will be treated in the same way for Australion income tax
purposes as dividends on the shares.

Dividends with full Australian franking credits attached, which are

pdid 1o non-resident shareholders, are not subject to Austrolian DWHT.
Dividends, fo the extent thot they are not fully franked, are generally
subject to DWHT of the rate of 30% {uniess reduced by d doutrle tax
treaty).in the case of New Zeakand tax residents, provided that the
instaiment receipts {gnd loter the shores) are not effectively connected
with o permanent establishiment or o fixed base of the New Zeatand tax
resident in Australia through which the New Zealund tox resident carries
on business in Austratia or performs independent personal services,

the rote is reduced under the double tax treaty between Australic and
New Zealand to 15%.

Accordingly, dividends paid by Telstra to New Zedland tax residents, to
the extent to which they are franked (with Australian franking credits),
will not be subject o DWHT. The unfranked part of any dividends paid
by Telstra to New Zegiand tox residents will be subject to DWHT of
15%. Telstra will deduct Austrodian DWHT and so the New Zealand tax
resident will receive dividends net of Australian DWHT.

Fully franked dividends (franked with Australian franking credits) paid to
New Zealand residents and dividends that have been subject to BWHT
are not subject fo any further Australion tax.

Sate of investment receipts and shares

Mew Zealand tax

A profit on the sale of instalment receipts or shares could be subject
to New Zealond tax in certain circumstonces. &ding on the sale of
instaiment receipts or shares by o New Zeatand tax resident wilt be

subject to Mew Zealand tax if the seller is in the business of dealing in
instatment receipts or shares or if the instolment receipts or shares were
purchased for the purpose of sole orif the instalment receipts or shores
were sold as part of o profit-making undertaking or scheme. in these
circurnstances dny exchange goin or loss realised on the sole wili be
token into account in measuring the taxable gain (or deductible loss).

Where o New Zeatand tax resident not liable for New Zeoland ingome
tax on the sdle of instalment receipis or shares is subject to Australian
capitol gaing tax {LGT), no credit for Austrobion capital gains tax will be
available i New Zedland.

Australian fax

{nstalment receipts on capital account

ft is important to note that the Australian toxation outcormes discussed
below dre likely to change as 4 result of the introduction of draft
tegistation which is expected to become effective later this year
{discussed further below).

Aninstalment receiptis an interest in ¢ resident trust estate for
Australian CGT purposes. The disposol of the instalrment receipts will
constitute o 'CGT event under Part 3-1 of the Incorme Tax Assessment
Act 1997, A New Zealond tox resident instalment receipt holder will
be required to include in their Australian assessable income capital
gains realised on the sale of instalrment receipts (ofter allowing for
any capital losses).

The non-resident rate of income tax currently ranges from 20% to 45%
for individuals gnd 30% for New Zealand resident companies. Investors
who incor d liability for Australian income tax will be required to file an
income tax return in Australia. The trustee of a New Zealand resident
trust will typically be kable to pay tax on behalf of its benefidaries.
The tax treatmertt of beneficiaries of o NewZealand resident trust will
depend on the tax stotus of the beneficiaries. The trustee is cuthorised
to withhold sufficient funds frorm distributions to pay the tax.

The assessatle capital gain will generally be the difference between the
arm’s length consideration in respect of the disposal of the instalment
receipt (including the amount of the final instalment) and the cost base.
The cost base of an instelment receipt will indude the consideration on
aequisition {induding the amount of the final instalment} gnd inddental
rosts associated with acquisition and disposal.

i the instalment receipts have been held for gt least 12 months prior to
sule, New Zeatand tox resident individuals may be entitied to discount
the capital gain arising on disposal of the instaiment receipts by s0%.

Where beneficiaries of o New Zealand resident trust are presently
entitled, the net capital guin for the trust is determined with the benefit
of the 50% CGT discount where instatment receipts have been held for
at least 12 months. Upon distribution by the trustee, the net capital




gainwould be grossed up to 100% in the hands of the beneficiaries.
Beneficiaries that are individuals should then be entitled to the 50%
6T discount in respect of the disposal of the instalment receipts by
the trust. The CGT discount will not be available to New Zealand tox
resident companies.

if hotders sell an instalment receipt for less than its cost base, holders
may incur ¢ capital loss. A capital loss can only be offset against capital
gains for Australian tax purposes.

Shares on capital eccount

New Zeatand tax resident sharehoiders should only be subjert to
Awstralion tax an capital gains realised on the sale of shares if the
shareholders used the shares in carrging on & business through d
permanent establishment in Australia, or if the shareholders (together
with their associates) held more than 10% of the shares issued by Telstra
{by value) at any time during the 5 gears prior to disposal (even in
cireumstances where the Trustee has fo sell o holder's shares because
the holder did not pay the final instalment).

Proposed changes to taxation of capital gains derived by
non-residents

The Austrodian Government has introduced a Bill into Parliament which
proposes to narrow the range of assets on which a foreign resident will
be liable to Australion CGT to Australian real property and the business
assets (other than Austrolian real property) of o foreign resident’s
Awstralion permanent establishment. The proposed medsures will only
be effective from the date of Royal Assent to the retevant legistation.

Generalily, under the proposed changes New Zealund resident investors
{including instalment receipt holders) may only be subject 1o CGT where
the investor holds an interest in‘taxable Australian progerty’. Taxable
Australion property’includes direct and indirect interests in redl property
located in Australia or the business assets of an Austratian permanent
establishment of the investor.

indirect interests in Austrolian real property include shares in interposed
cornpuanies or interests in other interposed entities that hold Australian
real property, where the value of the shares or interests is wholly or
principolly attributable to taxable Australign real progerty This would
be o guestion of fact to be deterrnined at the time of the disposal. it is
considered that this is unlikely to be the case based on the current asset
profile of Telstra, However, investors should seek their own independent
taxation advice in relation to the potential impact of the propased
changes to take into vecount their own drcumstances.

Instatment receipts or shares on revenue account

A New Zegland tax resident investing on revenue account (without
ar Australion permanent establishment or fixed base for the purpose
of performing independent persondl services) may not be subject to
Awstralion tax on the sale of instalment receipts or shares by virtue

of relief avaitable under the double tax treaty between Australio and

New Zealond. Investors should seek their own independent taxation
udvice should they wish to rely on the double tax treaty for relief from:
Hability to pay Australion income tax upon the disposat of instalment
receipts or shares.

Gift duty
New Zealand gift duty

Gifts of instairment receipts or shares made by a donor domiciled in
New Zealond will be subject to New Zealand gift duty. Gift duty applies
at 5% on the excess of gifts over NZ$27,600 in any 12 month period
and rises on d gradudted seate to d maximuen rate of 25% of the excess
amount of gifts over NZ$72,600.

Australian giff duty

No gift duty is imposed in Australio.

Starnp dety end 65T
New Zealand duty and 657

New Zealand does not levy starnp duty on the aequisition or transfer of
instabment receipts or shares.

No New Zealgnd goods and services tax is payable on the aequisition or
transfer of instaiment receipts or shares.

Australian duty and G5T

instalment receipts and shares which dre quoted on the ASX, or d stock
exchange that is d member of the Federation Internationale de Bourses
des Valeurs {including NZX)will not result in Australion stamp duty
being payable by a New Zeclond instalment receipt holder on the issue
of instalment receipts, payment of the first instaiment, or the transfer of
instabment receipts or shares on payment of the finatinstabment.

Generally, trading of quoted instalment receipts or shares on NZSX
witl not be subject to Australian stamp duty. However, transfers

or agreements for transfers, whilst not quoted, or suspended from
guotation, may have Austrolion stamp duty consequences for

the transferee.

Pursuant to the provisions of the Australian goods and services tax
b g currently in force, goods and services tax wili ot be payable on
the issue of instolment receipts, pagrent of the first instalment or the
transter of shares to you on payment of the finat instaiment. GST will
not be payable on any other transfer of instalment receipts or shares.

Proposed offshore portfelio Investment rules

The New Zealand Government is proposing changes to the rules relating
to the toxation of portfolio investments (investrents of less than 10%)
held by New Zealund residents in foreign companies. These proposats




are currently being reconsidered and the redradt legislation has not been
publichy released as at the date of this investrent Statement.

However, the proposed rules gre not intended to apply in respect of
shares in dn Australian resident entity listed on ASX that is required
to maintain an Australian franking gecount and is liable to Australian
tax onincorne derived from Australio and income derived from
owverseas, Telstra fulfils these requirements, Consequently, based on
the announced proposals, o New Zealand resident should not be
required {6 apply the proposed rules in respect of the instaiment
receipts or the shares.

The proposed rules were intended to apply from T April 2007 Legislation
will not be finalised until the end of this year and the rules are likely to
be subject to further change before thot time. However, the exemnption
for shares listed on ASX s unlikely to be removed.

Pricing

Thie finat price for the shares pagable by d New Zealand resident under
this Gffer does not indude any capitalised interest. For the purposes of
the financial arrangerments rules inthe Income Tax Act 2004 {NZ}, the
final price is the lowest price that the Commornweatth and the investor
would have agreed upon for the shares at the time of application if
payment had been made in full at the time the first right in the shares
passed to the New Zealand investor. Therefore, no interest income or
expenditure shouid grise under the financial drigngements rules as o
result of the purchase of shares or instolment receipts.

Mo guaranitee

None of the Commonwealth, the Board, Telstra, nor any person
assoridated with the Commonwealth, Telstra or the Offer quarantee or
prorise any retum, the performance of Telstrg, the perfermance of the
instodment receipts or shares offered under this investment Stotement
and the Prospectus or the market price at which the instolment receipts
or shares will trade.

3.6 What are my risks?

I eny significant developments occur during the course of the

Offer, the Commonwealth end Teistra may advise investors of those
developments by publishing advertisements in newspapers and on
the website set up for the Offer (www.t3shareoffer.com.au} pursuant
to an exemption granted by the Securities Commission under the
Securities Act 1978,

If the supplementary disclosure discloses a significant change, or a new
maotter, that has arisen since the date of this Investment Statement
which is materially adverse from the point of view of an Investor, then

it addition o any other rights of withdrawal thet an eppticant may
have, an applicant whose apptication fo purchase instalment receipts
is received before midnight New Zealand tire on the second business
day after the publication of the advertisement in eccordance with

the exemption may withdraw his or her application before 4.00pm
New Zealand time on the date which is one month ofter the publicetion
of the advertisement by giving written notice of withdrawai to the

Commonweatth end be refunded in eccordance with the procedure
set out in the advertisement.

The mgjor risks 10 investors dgre an inability to recover their original
investrent and that they may not receive the retums they expert.
This could occur for a number of reasons including:

« the price at which investors dre able to sell their instaiment receipts
or (after payment of the final instaliment) their shares, i3 less than
the price the investor paid for them due to market volatility or for
other regsons,;

o they dre unable to sell their instalment receipts or {after payment
of the final instalemernt) their shares at ali;

o the Trustee defaults in its obligations;

«  the market for the instalment receipts or the shares becomes illiquid
or ceases to exist; or

« elstrais placed in receivership or liquidation oris otherwise
unable 1o pay distributions. investors could receive none, or
only some, of the returns mentioned above if Telstra becomes
insabvent for any regson.

if Telstra's operational and financiat performance is worse than
investors expect, the future maorket price for instalment receipts and
shares may be less than the price paid for them and returmns onthe
shares and instaiment receipts may be less thon anticipated.

Fuctors affecting the performance of the returns on the shares are
described under section 3.5 of this fnvestment Statement, 'Whaot returns
will | get?'. There gre ¢ number of business sgecific risks to Telstra which
rnay affect the future operating and financiad performance of Telstrg
and the vadlue of the instalment receipts dnd shares. Prior to making

an investrnent decigion, praspective investors should carefully consider
the following risk factors, as well gs other information contained in this
fnvestment Statement and in {he Prospectus.




RISKS ASSOCIATED WATH TELSTRA

Telstro faces severdl risks, whether they be regulatory, transformation related or from general market or operating conditions. The following deseribes
same of the significant risks that could affect Telstra. These risks are dlse deseribed in the 2006 Supplermnental information, which is availoble on
request {see section 3.11 of this fnvestrment Statement,'What other information can 1 obtain about this investment?’). Some risks may be unknown o
Telstra or the Commanwealth and other risks, currentiy believed to be immaterial, could turn out to be material. Some or gl of these could materiaily
adversely affect Telstra's business, profits, gssets, Bquidity and capitol resources. These risks should be considered in conjunction with any forward-
looking statements in this Investment Statement and the cautionary statement regarding forward-looking information in the ‘Important Notices’
section at the front of this investment Statement.

Regulatory risks

Telstro operates in d highly requlated emvironment that significantly affects its business. In particular, Telstra believes requlation can lmit Telstra's
ability to pursue certain business opportunities dnd the returns it can generate for its shareholders. Regulation impacts the way Telstra does business
and Telstra believes it is the maost significardt ongoing risk to Telstra. There can be no assurgnee as to future policies and regulgtory outcomes.
Regulatory outcomes may be significantly adverse to Telstra shareholders. Telstra believes the current requlatory regime is value destroying.
However, Telstra is committed to seeking regulatory reform on behalf of its shareholders.

Telstra faces substantial regulatory risks that i believes have, and wilk continue to have, substantial adverse effects on its business,

A description of the aims of the reguloatory regime is set out in section 5.3 of the Prospectus, 'Cormnonwedlth as shareholder and regulatory’.

Rigk Description Risk impact

Access Pricing The AZCC can require Telstra to provide certdin services to its Telstro's cornpetitors can target customers in metropolitan
competitors using its networks at a price based onthe ACCC's areds where dccess prices are low, legving Telstra to provide
caleutation of the efficient costs of providing these services if services to some custormers in high cost regional and rural
the parties fail to agree. In many cases Telstra has disagreed areas gt the same retail price as in metropolitan dreds.
with the ALCC's calcolation of these costs. The ACCCis yet
to issue final determingtions in arbitrgtions about prices
Telstra charges its competitors for various services, including
for unconditioned local loop service (ULLS) and spectrym
sharing service (555} Telstra iy effectively required by low to
chirge the sarme prices for o basic line rertal service for all
retail customers geross Australia. The ACCC has not, however,
adopted an averaging approach in assessing ULLS prices

The ACCC may reduce aeeess prices further which

wauld adversely affect Telstra’s revenues, edrnings and
shareholder refurns, including dividends. Telstra will consider
ol avenues open to it to challenge any such outcome.

Telstra con charge its competifons 1o aooess its network.
{nstead, the ACCC has in its interinn decisions set prices which
differentiate between metropolitun and non-metropolitan
areas. As o result of this and differences in the approgehes to
estimating costs, the prices set to dote are well below Telstra's
calestation of the efficient costs of supply. In addition, the
ACCC proposes to significantly reduce 555 prices which Teistra
believes would lead to accelerated growtts in 555, enabling
Telstra’s competitors to provide broadband and VolP services
while Telstra is restricted to supplying basic deeess services.
Further, Telstra believes such redured access prices would be
fikely to lead to o reduction in Telstra retal prices.




Risk

Description

Risk Impact

Restrictions on
future investrients in
Telstra's business

Telstra seeks a competitive rate of refurn when it invests
its capital. if Telstra cannot be confident that ACCC
requlation of prices for competitor deeess to o new
network wilt altow o competitive rode of return, Telstra
will not invest in the network,

This year, Telstra planned to start building o A$3 billion FTTN
network. However, Telstra disdgreed with the ACCC on the
price its competitors should pay for arcess to the network
and, as o resuit, Telstra decided not to build the network.

Telstra believes FTTN is an exampte of how Telstra is and
could be exposed to significant limitations and costs in
relation to its cusrent and future activities, which may make it
prudent for Telstrd not 1o engage in some business activities
or to delay or defer capital projects.

Telstra believes these reguidgtory risks could therefore hove
an adverse effect on the retuens Telstra can generate for its
shareholders and could benefif its competitors.

Moandated gooess to
Telstro networks

Akey part of Telstra’s transfarmation strategy involves
deploying next generation netwaorks, induding its new
NEXT G wireless network. The ALCC rmay hold o public
inguiry of any time into whether compulsory competitor
access to this network should be required. Telstra believes
such compulsory competition acress would not be
appropriate because of the wide availability of competing
wireless networks.

If tihe ACCC ailows competitors to goeess Telstra's new
NEXT G™ wireless network, this would deprive Telstra of the
benefits of the wider coverage of its network and Telstra
believes this would materiolly adversely affect its business
and shareholder returns, including dividends. This may
undermine Telstra’s commercial incentives fo continue

to invest in the NEXT G™ wiretess network, for example,

to increase data speeds.

Conduoct regulation

Telstre gnd the ACCC differ in critical instances in their views
of what grnounts to anti-competitive conduct in breach of
the Trade Practices Act. For example, the ACCC has stated it
has reason to believe that Telstrg, by rdising its basic aecess
prices to competitors without a similar increase in retail
prices, hos engaged in anti-competitive conduct. in Telstra's
view, dn incredse in access prices to dllow a greater recovery
of its costs is not anti-cormnpetitive conduct.

The ACCC may take Telstra to the Federal Court for this
alteged breach. The maximurm potential penalties which
the Court could impose exceed A$470 rmillion g ot

30 September 2006 and are increasing at A$3 million per
dey. Optus has issued proceedings in the Federal Court

it the same matter seeking damages and aninjunction.
Telstro will vigorously defend the proceedings on the buasis
that it has not acted anti-competitively and should be
allowed to move its prices closer to its costs.

The ATCC miay in future reach the view that other Telstra
conduct is d breach of the Trade Proctices Act. For example,
o refusol by Telstra to supply services to its competitors for
what Telstra believes to be normal commerciol reasons
may in the ACCCs view be a breach of the Act.

Telstra believes that, should the ACCC altege anti-
cornpetitive conduct, it will rely upon the potentiol for very
large fines in ar endedvour to have Telstra modify what
Telstra believes to be normal commercict behoviour.

Wide requlatory
diseretion

Thie Minister for Communications has a broad power to
impose and vary licence conditions on Telstra. For example,
the requirernent to operate separate retail, wholesale and
network business units {operational separation) places

an additional burden on Telstra with many restrictions
imposed o the way it runs its business. In addition, Telstra
is subject to retail price controls and is obliged to make
cerfain uneconomic services available in rural and remote
areds, without receiving what in Telstra’s opinion i o fair
contribution to its costs from s competitors.

The real risk with operational separation, in Telstra's
opinion, Hes in the power of the Minister to determine the
wiaty Telstrg conducts its business by directing it to vary its
operationai separation plan, subject to the dims and objects
of the legislotion which are very broad.

These regulatory discretions could in Telstra’s opinion be
used with g significant adverse effect on Telstro.




Transformation strategy risks

Telstro may not succeed in implementing its transformation strateqy or the strategy may not achieve the expercted benefits.

Telstro has invested substantial capital and resources in the development, streamlining and modernisation of iHs networks and systems and has
embarked on d substantial transformation of Telstra. However, Telstra may be required to incur significant capitat expenditures in addition to those
already planned in order to remain competitive. Further, transformation may not be an adequate solution to the ever present operational, competitive

and technological risks.

fssue

Description

Risk impaoct

Sealle of
transformation

The transformation strategy impacts all of Telstra's businesses,
key systemns and processes. f represents ¢ complex and
fundamentaol change in the way Telstra does business and
requires large-scale costorner migration s old networks and
systerns are replaced. Telstra's transformation strategy is,

in Telstra management’s view, the most comprehensive of

any telecornmunications company wortdwide Much of the
new technology 1o be used in the transformation has not

been deployed on a sirilar scale before and the timetable for
inplementation is aggressive. The next generation technologies
whiich Telstra is deploying span its fixed line and NEXT G™
wireless networks and 17 systems and processes. Gther than
NEXT 6™, Telstra is still in the early stages of rolling out these
technologies. The transformation prograem is very costly and
has resulted in significant declines in Telstra’s earnings and cash
fiow available for reinvestment or the payment of dividends.

The tT component of the transformation Is the most compiex
and highest risk elernent of the plan and is in the early stages of
implernentatior.

There is ¢ significant risk that Telstra may not be sureessful

i the implermentation of its transformation strategy and in
restaring earnings gnd cash flows to the level that exdsted when
the transformation commenced.

The expected benefits of Telstro's transformation
strategy muay not be achieved or imaoy be delaged, with o
risk that Telstra will lose market share and profitabiliny.

i the transformation is not successiul, there may be o
significant reduction in shareholder returns including
dividends. Telstra faces other risks in executing its
transformation induding:

o Telstra’s new technologies and network and [T
support systerns do not function as anticipated;

o customer take-up and migration to new products
and services, for exarmnple Telstra’s recently launched
NEXT 6™ network, may be significantly less than
planned and customers may not be willing to pay for
some of the value-added services;

o  the migration of Telstra’s COMA subscribers may
take longer than expected, leading to significant
additionat costs for Telstra;

o key vendors, on which Telstra is dependent, may not
perform as expected;

o extended delays and other execution protlems
mad occur i implementation of its transformation
strategy;

o competitors may in time offer similar services and
capabitities; and

o Telstra’s actual capital and operating costs may turn
out to be substantially greater than those budgeted.

Key personnet

The success of Telstra's transformation strategy is
highty dependent on key personnel gt Telstra. Telstra’s
CED and d number of key mermnbers of his senior
management team have joined the company within
the lost eighteen months and bring with them extensive
telecommunications expertise.

Aloss of one or more of these key executives, in particular
the CEO or (00, could have o material gdverse impact on
Telstra's ability to achieve the transformation strateqy and
consequently on Telsira's shareholder returns, including
dividends. Also, there is a risk that if the CEO were to leave
Telstra one or more of the overseas executives he has
recruited may also leave.

Retaining and
attracting skiiled and
experienced people

As technology evolves Telstra will need to attract, retain and
train its workforee.

Relevant skills are in short supply worldwide. This could
impact Telstra’s ability to remain competitive




Market and operating risks

Aside from the regulatory and transformation risks, Telstra faces general market and operating risks. These risks may drise from changes in gconomic
conditions both in Australia and the world, actions by Telstra's competitors and changing consumer trends.

fssue

Description

Risk tmpact

Cantinued decline
in high margin
ficed ne products
arwl services

Telstrg's traditional fixed line (or P5TN) revenues declined by 6. 7% in
finaneial year 2006. This dedine will continue and may accelerate
berguse of incredsing competition, substantial regulatory impacts

and the continued development of technologies that are able to offer
increasingly vigble glternatives to Telstra's PSTN services - such as
mobiles and brogdband services. PSTN revenues comprise g significant
portion of Telstra's revenues and grovide high marging and strong cash
fiows that enable it to invest in and develop its business.

H Telstro is unable to grrest the rate of dedline,
rmanage costs and grow dlternative revenue
sources in newer lower-margin products and
services such s rmobiles and broadband,
Telstra's egrnings and shareholder returns,
incliding dividends, could be materiatly
adversely affected.

Rapid technology
change and
cofvergence

of traditional
telecormmunications
markets

Rapid changes in telecommunications and 1T are continuing to redefine
the markets in which Telstra operates. These changes gre likely to broader
the range and capabilities and reduce the costs of infrastructure capabie
of delivering these products and services, leading to greater competition.
Telstra is responding through the modernisation of its networks and
systerns, including the deployment of the NEXT 6™ network.

Future technology and market changes mag
credte the need for other network and systemn
changes at considerable cost to Telstra

Campetition

Although the overall Australian telecommunications market has
experienced growth, Telstra hos lost substantial market share in some
key rmarkets as o resuit of aggressive price competition, the development
of new technologies and facilities by competitors, the market entry

of non-traditional competitors with aeeess to significant content and
resources and increased requlatory getion. As d result, Telstra has lowered
the prices of its products and services. Telstra hos glso implemented
strategies 1o better understand its costomers and concentrated on
delivering new and better products and services to remain competitive.

The Government has announced Connect Australio, ¢ A$1.3 bitlion
seheme to subsidise the building of infrastructure and the supply of
broadband, mobile and fixed line services for people living in regional,
ural and remete dreas.

Sepuarately, nine of Telstra's competitors have outlined a possible madel
for the building of ¢ jointly owned FTTN network to deliver broadband
services to d large number of customers.

Telstra expects vigorous competition, including
price- and farilities-based competition, to
continue or accelerate with comnpetitors
rarketing aggressively to its high-vaiue
custorners. The continued loss of market share
or downwird pressure on prices would have dgn
udverse effect on Telstra's financial resulis.

Tairt investrments

Telstra is in joint control of some of its businesses tike FOXTEL REACH, its
3G5M 2100 network sharing partnership with Hutchison (3615}, C5L New
World and Soufun.

Certain key matters in these businesses

require the agreernent of Telstra's partners.
Any disputes or disagreernents from time to
time with its partners may negatively offect
Telstra's ability to pursue its business strategies.

Network ard
systers failures

Telstra's networks are vulnerable to extreme weather, cable cuts and
intentional wrongdoing. Mardware or software faitures and computer
viruses rould also affect the quality of its services. Major customer
requirements could bein excess of Telstra's capdrity to supply.

Any of these occurrences could result in
custorner dissatisfaction and compensation
clgirms ds well os reduced revenue

and edrnings.
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Description

Risk tmpact

Electromugnetic
Energy (EME}

Reports have suggested that EME emissions from wireless equipment
muay hove adverse health consequences. However, the overwhelming
weight of scientific evidence is that there are no adverse health effects
when wireless equipment is used in accordance with applicable
standards.

Any widespread perception of EME risks may
adwversely affect Telstra’s wireless business.

Investment and other rigks

fssue

Bescription

Risk tmipact

New director sought
by the Commaonwealth

There are significant differences between the Cormonwealth and
the Telstro Board with respect to the nomination for election as o
director of Mr Geoffrey Cousing.

Telstra's annual general meeting on 14 Novernber 2006 will

be held shortly before the completion of the Offer ot which

time the Commonwedlth will still own 51.8% of Telstra shares,

The Commaonwealth has sought the nomination of Mr Geoffrey
Cousing for election as o director of Telstra at the AGM and has
indicoted that it will vote in faveur of the election of Mr Cousing.

Mr Cousins has more than 26 years experience as o cotnpany director
ard is currently a director of Insurance Austratia Group Limited.

Mr Cousing wias previousiy the Chairman of George Patterson
Awstralio and is o fermer Director of Publishing und Broadeasting
Limited, the Seven Network, Hoyts Gnernas group and NM Rothschild
& Sons Limited. He was the first Chief Executive of Optus Vision and
before that held a number of executive positions at George Patterson,
including Chief Executive of Gearge Patterson Australia. Mr Cousing

i o director of the Cure Cancer Australia Foundation.

Mr Cousins was ¢ part-time consultant to the Prime Minister for
4 gears resigning upon his norination for the Board.

The Government believes that Mr Cousing has the necessary
qualifications to serve as a director given his broad experience dcross
the telecommunications, brogdeasting and advertising sectors ond

if elected would be an effective director. it does not intend or believe
that Mr Cousing will act as a representotive of the Government on the
Telstro Board. 1115 not the Government's intention to issue additional
directions specific to Telstra shares to the Future Fund (see section 5.7
of the Prospectus, ‘Future Fund’) The Government raised Mr Cousing’
nomination with Telstra ot the beginning of the week commencing 11
September 2006 and believes that it has given Telstro ample time to
consider his nomination, having regard to his extensive experience.

The Governiment believes that Mr Cousing
will et independently as a director and not
as d representative of the Governmment on the
Telstra Board.

However, Telstra operates in o highly regulated
ervironment and the Commonwealth and its
agencies are the key regulators. While Telstra
acknowledges that Mr Cousing has served as
o public company direcior, Telstrg believes
that there is a risk if Mr Cousing cannot be
considered an independent director that this
could prove disruptive to the smooth and
effective functioning of the Board. Were this
to oceur, this could also affect Telstra's ability
to attroct and retain qualified directors.




fssue

Bescription

Risk tmpact

New director sought
by the Commoenwealth
{continued)

The Telstra Board did not seek Mr Cousing' nomination and did not
have the opportunity to adequately assess Mr Cousing’ condidacy in
accordance with its governance processes, which include dssessing o
proposed director having regard to the independence requirements

of the Board’s Charter and the ASX Principles of Good Corporate
Governance. The Board's Charter states that it s the Board'’s current
intention that non-executive directors should be indegendent directors.
While the Board has not reached o concluded view, the Board is
concerned that there is o risk that Mr Cousins' previous consulting role
with the Government could interfere with his capadity to be considered
an independent director. In the Notice of Meeting for the AGM, the Board
did not recommend that shareholders vote in favour of Mr Cousins,

To be satisfied thot o director is independent the Board would need

to conclude, grnong other things, thot the director is not "assoriated
directly with a substantial shareholder of Telstra” and “is free from any
interest and dny business or other relationship which coutd, or could
reasonably be perceived to, materially interfere with the exercise of

his or her unfettered ond independent judgement and ability to act in
the best interests of the company”. The Board has been very careful to
ensure thot it does not, and is not seen to, prejudge in any way whether
Mr Cousing would meet these requirernents. HMowever it is clear from the
cireumstances of Mr Cousing’ nornination and his previous asseciation
with Government that these issues will require careful examination in
aceordance with best practice and that this is likely to toke some time
to conduct approprigtely. The Board has commenced o process to assist
it redching a conclusion on these issues.

Lonweer fevel
of dividends

The Board's current intention is to declare dividends totalling A$0.28

per share fully franked for the 2007 finandial yeor, subject to Telstra
continuing to be successiul in implementing its transformation strategy
and there being no further materiol adverse reguiatory outcomes during
the course of the year.

There is o risk that if Telstra is unsuccessful

i implementing its transformation strotegy
or there dare materidl adverse requlatory or
sther outeomes, the amount of dividends in
any year mdy be reduced or not fully fronked
which would negatively offect yield.

Futore Fund os
asubstantict
sharehalder

The Commonwedalth will transfer its unsold Telstra shares to the Future
Fund. The Fuiure Fund will have o substantiot shareholding in Telstra
which, after d 2 year escrow period, it will be free to sell over the medium
term to o level consistent with its investenent strategy (ot teast below
20% of Telstra's issued share capitol).

Asole or anticipated sole by the Future Fund of
Telstra shares could reduce the price of Telstra
shares, and could negatively impact the timing
ard effectiveness of capital raising detivities,
with an ddverse impaet on Telstra’s cost

of capitat.




fssue Description Risk impact

Futore Fund os The Finance Minister may alse issue ministerial directions to the Future Whilst the Government does not intend to issue
a substantiol Fund Board in relation to Telstra shares held by the Future Fund, indoding  directions specific to Telstra shares {except to
sharetwolder specifying how voting rights relating to the shares are exercised. inpose the escrow and require the subsequent
{continued) sell-down), ¢ future Governmment might take o

The Future Fund does not guarantee the shares. ] . .
different approach, using the directions power

to vote the shares held by the Future Fund to
pursue Government objectives. There ks also o
rigk that the interests of the Fyture Fund and

{ or the Commaonwealth may not be aligned
with the interests of other shareholders, and the
Future Fund could take getions that arenot in
the best interests of Telstra's other shareholders.

instalment recgipis Severgl factors, many of which are beyond the control of Telstrd, may The price at which instalment receipts trade

and market risk affect the price of the instalment receipts and the underlying shares, muay be higher or lower than the amount of
including overall economic conditions, changes in government policies, the first instalment. iy addition, the price of
moveEment in interest rates dnd stock markets and general operational Telstro shares following payment of the final
and business risks relating to Telstra and investor perception of the instalment may be less than the total price
success of the transformation strotegy you paid for them.

instalment receipis may trade at o price
reflecting o prermiurm or discount to the price
of fully-paid Telstra shares

The partial pagrment charmcteristics of
instaiment receipts may make percentage
price movements in them greater than
percentage price movernents if they were
fully paid shares in similar circomstances.

GEMERAL RISKS ASSOCIATED WITH INVESTING IN THE INSTALMENT RECEIPTS AND UNDERLYING SHARES

Share prive variations

The instalment receipts and shares are expected o be guoted on ASX and NZSX, where their price may rise or full refative 1o the purchase price.
The instalment receipts and shares offered under this Investment Statement carry no guarantee in respect of profitability, dividends, return of capital,
ar the price at which they may trade on ASK and NZSX.

Thie vatue of the shares will be determined by the stock market and will be subject 1o g range of factors beyond the control of the Commonwealth,
Telstro, the Board and the senior management tearn of Telstra. Such factors indude, but are not limited to, the demand for and avaitability of
instaiment receipts and shares, inclusion or exclusion of the shares in or from dny share price indices, movernents in domestic interest rates, exchange
rates, inflation rates, fluctuations in the Australian, New Zealand and international stock markets and generadl domestic and econornic dctivity.

Returns from an investment in the instalment receipts and shares moy also depend on general stock market conditions as well as the performance of
Telstra. There can be no gudrantee that gn active market in the instalment receipts will develop or that the market price of the instalment receipts or
shares will not decline below the price paid by investors under the Gffer. The market price for the instalment receipts and shares after quotation may
be volatite, especially in the short term.

Economic factors

Changes in econormic and business canditions or government policies in Australia, New Zeoland or internationally may impdct the fondamentals

upon which the projected growth of Telstrd's target muarkets or its cost structure and profitability will rely. Adverse changes in such things as the level




of inflution, interest rates, exchange rates, government policy {including

fisedd, monetary and, s discussed above, requlatory policies), consumer
spending and employmernt rates, gmong others, are outside the control
of Telstrg, the Bodrd and officers of Telstra and may result in amateriat
adverse impact on Telstra or its operating and financial performance.

Deferred puyment characteristics of instalment receipts

Payment for the shares is to be muade in twe instalments. Instaiment
receipt holders will be bound to pay the final instalment when due.

You shoutd note thot partial pagment characteristics of instalment
receipts iay make percentage price movements in thermn gredater than
percentage price movernents if they were fully paid shores in similar
cireumstonces.

The fingt instatment will be determined at the pricing of the Offer At the
dote the final instalenent is required to be paid, the market price of the
shares may be tess than the final price under this Offer. Details are set
out in section 11 in the Prospectus Appendix, ‘Description of Instalment
Receipts and Frust Deed’.

All of these factors mean that on o winding up of Telstra or the sale
of an instalment receipt or d share at any time, aninstalment receipt
holder moay receive less than the amount paid inrespect of that
instoiment receipt or share.

Consequences of insolvency

investors will ot be Hable to pay any additional money (in excess of the
application moneys and the final instalment amount) to any person as
a result of Telstra’s insolvency. The insolvenicy of Telstra will not relieve
instaiment receipt holders from their obligations to the Commonweadlth
to pay the final instalment.

All clairns of creditors or holders of shares ranking in priority to the
shares sold in the Gffer rank ahead of the daims of holders of shares
subscribed for in the Offer in the event of the liguidation or winding
up of Telstra.

All holders of paid up shares rank equally upon d winding up or
liquidation, in egch case for an equal per share amaount of ang surplus
assets of Telstra after payment or discharge of alt other daims.

Any payment of surplus assets made while instalment receipts gre on
issue would be puid to instatment receipt holders, subject to deduction
of the finol instalrment which would be paid to the Commonwealth.
Further details of how instalment receipts dre dealt with in these
circumstances dre set out in section 5.9 of the Prospectus, ‘Rights of
holders of instalment receipts ond shareholders’.

3.7 Canthe investment be altered?

The terms of the Offer are set out in this Investment Statement and

the Prospectus. Those terms mdy be altered by the Commonwealth
and Telstra by lodging a supplementary prospectus and (subject to any
procedure otherwise guthorised by any relief granted by ASIC or ang
exemption from the Securities Act obtained by the Commonweaith and
Telstra, including the Securities Act (Telstra 3 Share Gifer) Exemgption
Notice 2006) drmending this investment Statermnent by supplementary
disclosure. Details of any supplermentary prospectus or supplementary
disclosure must be filed with the Registrar of Companies.

After an application has been dccepted, the terms of the Offer cannot be
altered without the applicant’s consent.

The final price of the shares will be set under the Institutional Offer throughs
a global book building process ity which institutional, professional and other
gualified bidders will subrmit bids for shares. it is expected that the final price
of the shares will be announced on 20 Novernber 2006, Investors who have
paid the first instabment and wheo hold instairment receipts as at 15 May
2008 will have g continuing obligation 1o pay the final instatment theing
the final price less the first instalment) on the Final instolment Due Date.

H an instalment receipt holder defaults in paying the finalinstalment,
the Trustee may sell some or all of the shares (including all dividends,
rights or other benefits aecruing or received on the shares after 29 May
2008} underlying the holder's instalment receipts to satisfy the final
instabment {and any other related amounts the instalment receipt
holder may owe to the Commonwedlth, including interest on the
arnount of the final instaliment (caleuviated at 12% per annurm) and
adrainistration charges (including d A$7s administration fee per default),
rosts, expenses, taxes and duties).

INETALMENT RECEIPTS

The Trust Deed, which governs the terms of the instalment receipts, may
be amended by a supplemental deed between the Commonwedtth and
the Trustee,

Howewver, any drsendment must not:

« impair the right of any instalment receipt holder to enjoy the
beneficial interest in the shares before the instalment receipt holder
pays the finat instatment;

o imnpdir the right of any instalment receipt holder to receive d transfer
of the shares once the final instalment is paid;

« vy the date for payment of the final instalment or vary the
arnount of the final instaiment; or

s remove the right to receive dividends unless that amendment results
from: an event, transaction or resolution by, or concerning, Telstra,




instalment receipt holders have the right to pay the finol instalment
early and receive the underlying shares by giving notice to the Trustee
and paying the finalinstatment in full.

SHARES

The rights attaching to the shares dre governed primarily by Telstra's
constitution, and in certain circumstances are requlated by the
Corporations Act, the ASK Listing Rules and general law.

Under Telstra's constitution, the rights attaching to shares mag only

be varied or abrogated with the written consent of the holders of three
quarters of the issued shares of thot doss of shares or with the approval
of 4 special resolution passed at a separate meeting of the holders of
the issued shares of that class. Durrentiy, Telstra has only one dass of
ardindry shares.

Further information about Telstra’s constitution is sef out in section 10
of the Prospectus Appendix, ‘Description of shares and constitution’.

Telstrg proposes to replace its constitution at the upeoming annual
general meeting on 14 Novemnber 2006 Because of the timing of the
Offer, applicants under the Offer will not receive a notice of meeting and
will not have the right to attend or vote at that annual general meeting
an 14 Novernber 2008, unless they are existing shareholders.

The proposed new constitution will, armong other things, reflect changes
arising from the Gffer, requlatory changes under the Corporations

Act and the ASK Listing Rules and developments in best practice
corporate governance.

Some of the principal amendrments proposed to be made to Telstra’s
constitution are surmmarised in section 10 of the Prospectus Appendix,
‘Description of shores and constitution’.

3.8 How do | cash in my investment?

HSTALMENT RECEIPTS

Holders may transfer some or all of o holding of instabment receipts
to another person subject to the terms of the Trust Deed. The Trust
Deed provides thot ¢ person to whom instalment receipts are
transferred avtormatically agrees to becorne bound by the Trust
Deed and the instaiment receipts ds soon as they take o transfer of
instoiment receipts.

instalment receipts may be transferred using the methods contained in

the Trust Deed, which include:

= on electronic transfer under NZX's FASTER systern; and

= o written instrument of transfer in the form in the schedules to the
Trust Deed or in any other form approved by the Trustee (o number
of stundard forms of transfer used in Australio and New Zealand
have been approved by the Trustee for this purpose).

There are restrictions on the tevel of foreign ownership of Telstra. Further

information is set out in section 5.13 of the Prospectus, ‘Restrictions on
foreign ownership, section 10 of the Prospectus Appendix,'Description
of shares and constitution’, gnd section 13 of the Prospectus Appendix,
‘Restrictions on foreign ownership’.

Payment of Final Instalment

Antinstalment receipt holder will receive o reminder notice before the
final instalment is due. The reminder notice will be sent to the address
recorded dgainst the name in the instalment receipt register, So that
the Commonwedatth can determine who must pay the final instaliment,
Telstra will ask ASX and NZX to suspend trading of the instalment
receipts on or about & Moy 2008, The person on the instalment receipt
register at the later of 7.00pm {Sydney time) on 15 Mag 2608, and the
time at which various scheduled processing and system administration
tasks are completed in respect of 15 May 2008, will have to pay the final
instabment. This is so even if the reminder notice is not received.

H an instalment receipt holder defaults in paying the finalinstalment,
the Trustee may sell some or all of the shares (including all dividends,
rights or other benefits aceruing or received on the shares after 29 May
2008} underlying the holder's instalment receipts to satisfy the final
instabment {ond any other related amounts the instalment receipt
holder may owe 1o the Commonwealth, including interest on the
arnount of the final instaliment (calevlated at 12% per annum) and
adrainistration charges (including d A$7s administration fee per default),
rasts, expenses, taxes and duties).

The instalment receipt holder will receive dny excess proceeds. if the
proceeds of the sale of the shares gre insufficient to cover the gbove
arnounts, the instalment receipt holder remains liable for the shortfalt.
The Trustee must take action ggainst the instaiment receipt holder to
recaver the shortfall unless the Commonweatth instructs it to cease that
action. The Commonwedtth can alse take recovery action against the
instalment receipt holder directly.

investors should be aware thot at any time of payment of the final
instabment, the market price of Telstra shares may be less than the fotal
of the first and final instalment amount.

instalmen receipt holders have the right to pay the final instabment
edrly and receive the shares by giving notice to the Trustee and paying
the fingl instalment in full.

SHARES

Following cleared payment of the final instaiment and the transfer

of shares by the Trustee, instalment receipt holders will become
shareholders, A shareholder is free to sell his or her shares subject

to rompliance with Telstra's constitution, the Listing Rules and
upphicable laws {induding laws relating to securities and takeovers) and

continuation of an active trading market. Gnce the shares are quoted on




NZSX and ASX, shareholders may sell their shares on the exchange on
which they gre quoted.

Normal brokerage charges maoy be applicable to sales of instalment
receipts and shares.

There are restrictions on the level of foreign ownership of Telstra. Further
information is set out in section 5.13 of the Prospectus, ‘Restrictions on
foreign ownership’, section 10 of the Prospectus Appendix, ‘Description

of shares gnd constitution’, and section 13 of the Prospectus Appendix,
‘Restrictions on foreign ownership’.

QUOTATION

Telstre gnd the Trustee have applied to NZX for permission to guote the
instalment receipts and underlying shares on NZ5X and all reguiremnents
of NZX relating thereto that can be complied with an or before the date
of distribution of this investment Statement have been duly complied
with. An dpplication will be made to ASX for official quotation of the
instaiment receipts within seven days after the date of issue of the
Prospectus. The instalment receipts and shares will not be quoted

an NYSE

Neither NZX nor ASX decepts any responsibility for any staterment in this
investment Statermnent or the Prospectus, or the investment to which
they relate. Perrission to quote the instaliment receipts and shores on
NZ5Xis not to be taken as an endorsemnent by either NZX or ASX of
Telstra, the Cormnmonwedlth or the Bifer.

At the date of this Investment Statement, there is no established
market for the instalment receipts. However, both the Commuonwealth
and Telstra are of the opinion that o ready market will develog in the
instaiment receipts on NZ5X and ASX.

ALLOCATIONS ARE CONDITIONAL

The contract formed on acceptance of an application by

the Commonwedith is conditional on settlernent under any
international Purchase Agresment. While the International Purchase
Agreement has not yet been executed, it is expected to include rights
of termination. These would include the right of the purchasers to
terminate the agreament upon, damaong other things, certain material
adverse developments relating to Telstra, stock markets or banking
systerns. The Internationat Purchase Agreement is expected to be
signied on or about 18 November 2006. Until settlernent under any
international Purchase Agreerent occurs and instalment receipts
are issued, trading in instaiment receipts on ASX and NZSX will be

an a conditional basis. Conditional trading in instalment receipts is
expected to commence on 28 November 2006. If settlement under
any International Purchase Agreemenit and issue of the instalment
receipts does not ocour within ten business days after

the commencement of conditional trading:

o instalment receipts will not be issuved;

o the contract formed on acceptance of an investor’s application will
be cancelted;

o opplication monies will be refunded without interest; and

s o conditional trades that have ocourred will be cancelled.

Trading in instalment receipis on NZSX will cease to be on a conditional
basis upon settlement of the International Purchase Agreement,
However, there will be a further period of deferred settiement trading on
ASX until the dispateh of holding statements which is expected to oceur
by 30 November 2006,

it is your responsibility to determine your gllocation before trading
your instabment receipts to avoid the risk of selling instalment receipis
you do not own. To assist you in determining your allocation priorto
receipt of your transaction confirmation staternent, the Commonwealth
witl announce the basis of ailocation by placding advertisernents in

the major national and metropolitan newspapers in Australio. Thisis
expected to take place by 20 November 2006 From that date, you may
vall the Telstra 3 Telephone Information Centre on 0800 649 019, ov
aocess the Telstra 3 Share Offer website at www.t3shareoffer.comoau to
seek information on youwr allocation, quating the reference number on
your application form 1f you selt instedment receipts before receiving
confirmation of your allocation, you do so at your own risk.

tf the Commornwealth elects in its discretion not to proceed with, and to
withdrow, the Offer, then the Offer will be cancelied and all application
moneys will be returned to applicants, without interest.

CHNS {COMMON SHAREHOLDER NUMBERS) AND FINS
{FASTER IDENTIHCATION NUMBERS)

Current C5Ns and FiNg of investors who hiold shares tisted on NZX will
apply to instaiment receipts if quoted on the application form i an
investor does not have a (SN and a FIN they will be sent both numbers
by mail from Link Market Services Lirited within one week of the
allocation of instalment receipts under the Gffer.

3.9 Who do | contact with enquiries
about my investment?

Enquiries about instalment receipts and shores can be directed to:

tnvestor Enquiries

Link Morket Services Lirited
Lewvel 12, 120 Albert Street
PO Box 941476

Auckband 1410

New Zealand

frvestor Enquiries: 6BO0 835 7872

tmsenquiries@linkmarketservices.com




3.10 Is there anyone to whom
| can complainif  have problems
with the investment?

Complaints about instalment receipts and shares can be directed to:

The Manager

Comglaints Department
Link Market Services Limited
PO Box 91876

Aucldand 1142

New Zealand

investor Enquiries: 5800 835 7472

imsenquiries@linkmarkeiservices.com

There is no ombudsman for this type of investment and therefare no
complaints can be made to an ombudsman.

3.11 What other information can
| obtain about this investment?

PROSPECTUS AND FINANCIAL STATEMENTS

Other information about the terms of the Offer, the instalment receipts,
the shares, the Commonwedith and Telstra are contained or referred
to i the Prospectus which accompaonies this Investrnent Staternent
and which has been prepared and lodged with ASICin aceordance with
Australian baw. The most recent financiod statements of Telstra and

the 2006 Supplernental Information can be obtained, free of charge,
from the investor section of the Telstra website ot wwnw telstra.com.auf
abouttelstrafinvestor or by calling the Telstra 3 Telephone Information
Centre on 0BOD 659 019,

Further copies of the Prospectus, the Prospectus Appendix, and other
docurnents of, or relating to, Telstra are avdilable at the office of the
Registrar of Cornpanies, Ministry of bconomic Developiment, Level s,
District Court Building, 2 Kingston Street, Auckland. The Compuanies
Office rmag charge o fee for this service.

ELECTRONIC INVESTMENT STATEMENT AND PROSPECTUS

An electronic version of this Investrment Staternent accompanied by
the Prospectus is availdble to investors to view and print from the
Telstra 3 Shore Offer website www.t3shareoffer com.au. Investors

connot print application forms from the Telstra 3 Share Difer website.
Application forms, which will be gecompanied by this Investment
Staterrent, are available by calling the Telstra 3 Telephone Information
Centre on 0BG 659 619

The Offer constituted by this Investment Statement and Prospectus in

electronic form is availoble only to residents of New Zealand accessing
the Telstra 3 Shore Offer website, it is not available to persans in the
United States or US Persons. New Zealand investors who receive the
fnvestiment Statement in electronic forrn will also receive the Prospectus.

A paper copy of this investment Statement and the Prospectusis
available free of charge by calling the Telstra 3 Telephone Infarmation
Centre on (0800 649 019,

ANNUALINFORMATION

Telstra is required to provide all shareholders and instatment
receipt holders with annual reports, induding annuol audited
financiol staterments.

Tetstra wilt also be required to make half yearty and annual
announcements to ASX and NZX, and such other announcements as are
required by the Listing Rules from time fo fime.

ON REQUEST INFORMATION

Tetstra and the Commonwealth will, within five working days of
receiving o request from o Mew Zealand resident investor through the
Telstra 3 Telephone Informuation Centre or otherwise, send or cause to be
sent, without fee, to thot offeree:

o o copy of the Investment Statement and Prospectus;
o o copy of the Prospectus Appendix;
« 4 copy of the Trust Deed;

o copies of any documents that, under the laws of Australia, most
arcompary gny copy of the Prospectus sent to ang person to whom
an offer of the shares is made in Australio; and

« o copy of any document, or part of o document, lodged with ASIC
that is incorporated by reference in the Prospectus under section 712
of the Corporations Act.

i addition to the information above, shareholders and instaiment
receipt holders may receive copies of the following information
that gy be requested under requlation 23A of the Securities
Regulations 1983

s o copy of the mast recent annual report of Telstra, which includes
o copy of the maost recent financio statements of Telstra; and

« 4 copy of this nvestment Stotement (which is accompanied by
the Prospectus).

Thase docurments will be provided free of charge. A request for those
documents should be made at Telstra's office at TelstraClear Limited,
Shed 39,1 Minemoa Street, PO Box 1271, Centreport, Wellington.




Other Information

PRIMCIPAL ASIC RELIEF

ASIC has granted confirmations, modifications and exemptions from the
Corporations Act in relation to the Telstra 3 Share Offer. The principal
instrurnents of relief granted by ASIC have the effect that:

# theinstabment receipts may be offered under o prospectus (rather
than o product disclosure staternent) and generally treated as
‘securities’;

= o transaction specific prospectus moay be issued in relation to
the Offer;

% thereis no exposure period in relation to the Gffer;

« significant new developments in relation to Telstra and the Offer
may be disclosed in newspaper advertisernents and a copy of any
supplernentary prospectus will be rmaode available during the Offer on
the Telstra 3 Share Offer website;

# the Commonwedlth and the foint Global Coordinators may conduct
aftermarket stabilisation activities in connection with the Gifer
(for further information see section 5.12 of the Prospectus,'Over-
allocation and market stabilisation’):

= the Trustee is not required to comply with the requirements in
the Corporations Act relating to the takeovers prohibition and the
notification of substantial shareholdings in refation to interests in
the Telstra shares held under the Trust Deed;

# the Trustee is not required to hold an Australian financiat
services license;

« atransfer of instalment receiptsis governed by the transfer
rules that normally apply to transfers of quoted securities and
financiol products;

= the Prospectus dnd the Prospecius Appendix may be issued in
suitable alternative formats for print disabled individuals;

= advertising of the Offer may occur (in some cases, in & mdnner
different from that required by the Corporations Act) and a telephone
information centre and website may be operated {in each case,
before und after lodgement of the Prospectus);

= the Commonwedlth mady undertake market research in relation to
the Gffer prior to lodgement of the Prospectus;

«  members of the Commormwenith Parliament, the Commmonwentth,
Telstra and persons acting on behalf of Telstrd or the Commonwealth
mdy contribute to public discussion or understanding of the
tetecammunications industry, Telstra, the Offer and related matters;

= o tokeover bid maoy only be made to acquire shares, rather than
instalment receipts;

o bonus loyalty shares may be transferred to those entitled without

the need far o further prospectus at that time or for updating of the
Prospectus: and

o paperless FASTER transfers of instalment receipts can {oke place on
the NZX.

PRINCIPAL ASX WAIVERS

ASX has granted waoivers and confirmations to Telstra in relation to the
Tetstra 3 Share Gifer:

« tofadlitate quotation of the instalment receipts having regard {o the
size of the Offer;

« 30 that Telstra is not required to comply with the ASK Listing Rules
{other than the continuous disclosure requirements) in relation
to matters relating to instaiment receipts which the Trustee has
undertaken 1o ASX to comply with;

& to permit the implementation of the foreign ownership rules and
related market notification obligations;

« to permit the implementation of the instalment receipt structure and
to perrnit the Trustee not to be listed on ASX;

o 30 that Telstra is not required to quote on ASK Telstra shares held by
the Future Fund while they remain subject to the escrow direction;

o 30 thot Telstra is able to have in its constitution certain provisions
relating to the Commonwealth and to comply with its obligations
under the Telstra Corporation Act 1941 (Cth),

« L0 permit the timetables in connection with the listing on ASX of the
instalment receipts and the payment of the final instatment;

s opproving the instalment receipts and, following payment of the
final instotment, the shares as approved short sole secusities; and

« 30 thot instalment receipts will be designated as equity securities.

SECURITIES ACT (AUSTRALIAN 1SSUERS) EXEMPTION
MOTICE 2002

in offering the shares in New Zealand, the Commaonwealth and Telstra
are retying on the Securities Act (Australian issoers) Exernption Notice
2002 (Australian ssuers Exemption Notice). The following staternents
are included in this Tnvestrent Statement in accordance with the
conditions of the Austrolian issuvers Exernption Motice:

{0} the instalment receipis representing the shares must be allotted in

the manner specified in the Prospectus and in the manner prescribed
unider the laws of Austraic;

(b} investors should satisfy themselves as to the taximplications of
investing in the shares and instalment receipts;




{¢] investing in the securities of an Australian issuer may carmy with it

o currency exchange risk;

{d) the financiol reporting requirements applying in New Zealand ond
those applying to Telstra {un Australion company) may be different
and the financial staternents of Telstrg may not be compatible in
oll respects with finoncial stotements prepared in accordance with
New Zeatand law:

{e) Telstra muay not be subject in all resperts to New Zedland low;

{f} although a copy of the Prospectus and other documents have been
received by the Registrar of Companies, the Prospectus has not been
registered in New Zeatand under New Zedland law and may not
contdin alt the information that o New Zealand registered prospectus
is required to contadin; and

{g) it is not a condition of the Australian Issuers Exemption Notice
that Telstra be listed on NZX and, if Telstra is not listed o NZX,
New Zeatand resident investors may not have aceess to information
concerning Telstra in the same way as investors have in relation to
an issuer listed on NZX

This exemption relieves the Commuonwealth and Telstra of the
requirernent to register a New Zealand prospectus in relation to the
instalment receipts and the shares pursuont to the Securities Act and
the Securities Requlations and the Commonwealth and Telstra are able,
subject to certain conditions, 1o make the Offer in New Zealand pursuant
to this Investrnent Staternent.

SECURITIES ACT (TELSTRA 3 SHARE OFFER) EXEMPTION
NOTICE 2006

The New Zeatand Securities Commission has granted the
Cormmonwedtth and Telstra an exemption, subject to certain conditions,
from:

{) Sections 33,37, 37A and 53 {0 54B of the Securities Act and from
the Securities Regulations (except regulation B)in respect of the
instalment receipis. Subject to certain conditions, this exemption
relieves the Commonweatth and Telstra from certain disclosure

reguiremnents in relation to the instalment receipts and in relotion
to the Commaonwealth, as issuer of the instalment receipts, with the
result that the disclosure in the fnvestment Statement is focused
primarily on the shares and Telstrg;

{b) Sertion 3TALYD) of the Securities Act and from the Securities
Regulgtions in respect of the Investment Statement. The effect of
this exernption is that if any significant developments occur relevant
ta the Gifer during the course of the Gifer the Commuonwealth
and Telstra rmay, subject to certain conditions, advise investors
ond offerees of such developments by publishing newspaper
advertisements in major New Zealtand newspapers rather than
distributing an amended investment statement to investors or
offerees;

{e) Regulation 7A(1) of the Securities Requlations in so far as that
provision requires this Investment Staternent to contain information
about the Commonwedlth us issuer of the instalment receipts; and

{d) Sections 20 and 21 of the Securities Markets Act 1988 in respert
of any relevant interest in the voting securities of Telstrg that
the Trustee may have as o result of acting as trustee under the
Trust Deed.

AGREEMENT AS TO JURISDHCTION

{a) In respect of a dispute concerning the contract for the instalment
receipts or shares, Telstrg and the Commonweaith:

o agree to submit to the non-exclusive jurisdiction of the
New Zealand courts;

£

have instructed the New Zealand agent for service referred to
in paragraph (0] below to accept service on behalf of Telstra and
the Commonwealbth; and

£

agree that this statement is an agreement with each investor
for the purposes of section 38%(1)(¢) of the Compuanies Act 1993,

(b} Despite the statements referred {0 in paragraph {a), the contract
i respect of the shares may not always be enforceable in
New Zedland courts; and

{e) Gordon Wong, General founsel and Company Secretary, whose
address is TelstraCleagr Limited, Shed 39,1 Hinemoa Street, PO Box
1271, Cemtreport, Wellington has been appointed by Telstra and the
Commonwealth to dccept service in New Zedland of any documents
on their behalf.




2006 Supplernental information

Telstra's 2006 Supplementol information (which is available on request, see the section 3.11 of this
Inwestrment Staternent, “What other information can i obtoin gbout this investrment?”)

ABN AMAD Rothschild

4 joint venture between ABN AMRO Equity Capital Markets Australia Eimited (ABN 17 000 757 111} and
Rothschild Australia Lirnited (ABN 61 (008 591 768)

ACCC Austradian Competition and Consumer Compnission
ASIC Austrolian Securities and investments Commission
ALK Austraiian Stock Exchange Limited ACN 608 624 641

ASK Listing Rules

the ASX Listing Rutes

bark draft

bank draft,in Australion dollors drawn on any registered bank in New Zealand

Board the board of directors of Telstra

broker any ASK puarticipating organisation or NZX Firm

CDRA Code Division Multiple Access - a mobile standord which provides voice, doto, fax and short
messaging services

CEG Telstra's chief executive officer

Certain [mstitutional lnvestors

investors in the Institutional Offer for whom d minimum of 15% of the offer size before any over-allocations
has been reserved, being:

w Telstra shareholders who place bids for amounts in excess of their fnitial Allocation Benefit;
» other Institutional investors who are not Telstra shareholders at the close of the institutional Offer;
w  investors subscribing under the Japanese POWL in excess of the POWL Minimom Guarantee; and

w Australian and New Zealand resident Retail Investors who participate in the institutional Gffer via
broker-sponsared bids for amounts in excess of their Initial Allocation Benefit {if any)

CoT

capital gains tox

cheqgue

cheque, in Australion dollars drawn on an Australion branch of an Australian bank

Closing Date

dosing date of the Retait Offer {expected to be @ Novernber 2006}

Commonwedlth

the Commonwealth of Australia and where the context so permits, the Australion Government

Commonwedlthys Bosiness Adviser

Catiburn Partnership Pty Led

Coo

Telstra's chief operating officer

Corporations Act

Corporations Act 2001 (Ch}

EBIT

earnings before interest and tax

Final Instaiment Doe Dote

the date the final instatment is due {29 May 2008}




Finance Minister

the Minister for Finance and Administration

Firmm Offer

the invitation under this investment Stotement and the Prospectus to Australion dnd New Zealand
resident Retail investors who are clients of participating brokers and financial planners

Foture Fund

the Futyre Fund Speciol Account gnd the investrrents of the Future Fund established under section 11 of
the Future Fund Act 2006 (Cth} and described in section 2 of this Investment Statement, ‘Future Fond’ and
in section 2.8 of the Prospectus, ‘Future Fund Overview' and section 5.7 of the Prospectus, ‘Future Fund’

Fotore Fund Board

the future Fund Board of Guordians established under section 34 of the Future Fund Act 2006 (Cth) and
described insection 2.8 of the Prospecius,‘Future Fund Dverview” and section 5.7 of the Prospectus, ‘Future Fund’

Generadl Public Offer

the invitation under this investment Stotement and the Prospectus to Australion gnd New Zealond
resident Retail investors

Goldman Sochs JBwWere

Gotdman Sachs 1BWere Pry Etd

imitial Allocation Benefit

the gllocation for Institutional Investors who dre Telstra shareholders at the close of the Institutional Dffer,
bused on the number of shares held as of the close of the Institutional Offer {adiusted for dealings up to
that time - see section 5 of the Prospectus Appendix, ‘Further information about the Institutional Offer’).
Austrafian or New Zealand resident Retail investors bidding via broker sponsored bids in the Institutional
Offer also receive an initict Allecation Benefit, but reduced by any shares they have applied for in the
Shareholder Entitlemnent Offer

instalment Receipt and Share Registrar

Link Market Securities Limnited ACN 083 214 537

institutional [wvesior

an investor to whom offers or invitotions in respect of securities can be made without the need for 4 lodged
prospectus {or other formality, other than o formality which the Commonwealth and Telstra is willing

to comply with), including persons to whom offers or invitations in respect of securities can be made
without the need for a lodged prospectus under section 708 of the Corporations Act provided that, i such
Institutionat Investor is in the United States, it must be o QB

institutional Offer

the invitation to [nstitutionat investors deseribed in section 2.5 of the Prospectus, institutional Offer’

institutional Offering Memarardum

the offer docurment under which the institutional Offer to certain Institutional Investors in jurisdictions
other than Australie, New Zealand and lapan will be conducted

institutional Selling Syndicaote

ABN AMRO Rothschild; Goldman Sachs iBWere Pty 1td; UBS AG, Australia Branch; Gligroup Global Markets
Pty Lirsited; Credit Suisse (Australia) Limited; Daiwa Securities SMBC Europe Limited; LR Morgan Australio
Limited; Lehman Brothers Inc; Morgan Stanley Dean Witter; Commonwedlth Securities Limited; and

RBC Capital Markets

international Purchase Agreerment

an international purchase dgreement between the Commonwealth, Telstra and the foint Global
Coordinators, gs representatives of the purchasers, expected to be dated on or around 18 Novernber 2046

imvestment Statemernt

this investraent staternent in terms of the Securities Act doted ¢ Cetober 2006 under which the
New Zeatand Gffer will be made

Tairt Glebal Coordinators

ABN AMRO Rothschild, Goldman Sachs 1BWere and UBS




Listing Rules

the listing rules of ASX and the listing rutes of NZSX applicable to Overseas Listed Issuers {as defined in
NZX Listing Rutes)

New Zealand Offer

the part of the Telstra 3 Share Offer made to New Zedland resident investors

NYSE New York Stock Exchange

NZSK the mdin board equity security market operated by NZX

NZX New Zeatand Exchange Limited

NZX Firm g Market Participant as defined in section 1 of the NZX Participant Rules

Offer or Telstra 3 Share Offer

the Gffer comnprises the Retail Offer and the institutional Offer

Over-alleration Option

the option to over-allocate up to 15% of the base offer size (that is, the offer size before and over-
gHocotions) to Institutional investors under the Institutionol Offer {see section 5.12 of the Prospectus,
‘Over-allocation and market stabilisation’)

FOWL

o public offer without sting in Japan

POWL Minimurm Guardrites

g rinimum totol number of shares that moy be reserved for lapanese investors subscribing under the POWL

Prospectus

the Australian prospectus {incdluding the Prospectus Appendix) dated & October 2006 relating to the Gifer
to Austrotian resident investors

Prospectus Appendix

the appendix to the Prospectus, lodged with ASIC on 9 October 2006 fwhich is available on request, see the
section 3.11 of this investment Statement, 'Whaot other information can | obtain about this investment??

Record Date

13 October 2006

Retail investor

an investor who is not gn Institutionat investor

Retoit Ledd Mandgers

ABN AMRO Morguans; Bell Potter Securities Limited; Citigroup Wealth Advisors Pry Limited; Commonwealth
Securities Limited; ETRADE Australia Securities Limited; Goldmon Sachs 1B Were Pty Ltd; Ord Minnett
Limited; Pattersons Securities Limited; SHAW Stockbroking Lid; UBS Wealth Manggement Australia Lid
and Wilsor: HTM Limited (and will in New Zealand aiso include ABN AMRO Jraigs Limited, Goldman Sachs
JBWere (N7} Limited, Forsyth Barr Limited, ASB Securities Limited and Direct Broking Limited)

fetoil Offer

the invitation to Retail Investors under this Investrment Staternent and the Prospectus, as applicable,
cornprising the Shareholder Entitternent Cffer, the Mrm Offer and the General Public Gffer

Securities Act

the New Zealadnd Securities Act 1478

Securities Redulations

the New Zeatand Securities Regutations 1983

Shareholder Entitlernent Offer

the entitlernent under this investrnent Statement and the Prospectus for New Zealand and Austratian
resident Retail investors who are Telstra shareholders at the close of business on the Record Date to receive
o gudranteed allocation determined by the number of shares held by the investor subject Lo a mirdmum
and maxdmum entitiement.

A sirnilar benefit, the initial Allocation Benefit, will also form part of the Institutional Dffer.




spectyum sharing service ailows an access seeker to supply broudband services to customers white the
gecess provider supplies voice services to the customer

Telstra

Telstra Covporation Limited (ACN 051 775 556) andjor its controlled entifies

Telstya 3 Shaye Offer or Offer

the offer cornprises the Retail Offer and the institutional Offer

Treasurer the Treasurer of the Commonwealth of Austratia

Trust Deed the Trust Deed dated on or about 8 Oetober 2006 between the Commonwealth and the Trustes

Trustee Telstra Sale Comgany Limited (ABN B2 121 986 187}

uas UBS AG, Australio Branch

ULLs Unconditioned or Unbundled Local Loop Service- the Local Loop is the copper wire that connects the
Telstra exchange in gour dred 1o your prermises. Telstra is required to provide access to this wire to other
operators, Other telecommunications providers can provide customers with their own services - like
brogdband and the plain old telephone service - by installing their own equiprent in Telstrd exchanges
and connecting to the Local Loop.

U5 Person ‘U5 Person’ as defined in Regulation S of the US Securities Act

LS Securities Act

United States Securities Act 1933, as amended




THE COMMONWEALTH OF AUSTRALIA

Deportrment of Finance and Administrotion

John Gorton Building
King kdward Terrare
Parkes ALT 2600
Australia

TELSTRA CORPORATION LIMITED

DIRECTORS OF TELSTRA

ACN 051 775 556
Level 41

242 Exhibition Street
Melbourne VIC 3000
Australia

Company Secretary: Douglas Gration

Donald & MeGauchie
Solomon Trujitlo
Belinda § Hutchinson
Catherine B Livingstone
Charles Macek

John W Stocker

Peter Willcox

dohn D Zeglis

JOINT GLOBAL COORDINATORS

ABN AMRG Rothschitd
Level 32, Vero Centre
48 Shortiond Street
Auckiagnd 1430

Goldman Sachs JBWere Pty Ltd
Level 38, Vero Centre

48 Shortland Street

Auckland 1030

UBS AG, Australian Branch

¢f- UBS New Zegtand Limited

Level 17, Pricewuaterhouseloopers Tower
188 Quay Street

Auckland 1630

RETAIL LEAD MANAGERS IN
NEW ZEALAND

ABN AMRG Craigs Limited
ABN AMRG Craigs House
158 Lameron Road

ASB Securities Limited
Level 13, ASB Centre
135 Albert Street

Direct Broking Lirnited
Level 2, Dorchester House
142 Broadway

PO Box 13155 Avucldand 1015 Newmuarket
Tauranga Auckland
Forsyth Barr Lirmited Goldman Sachs JBWere (NZ) Limited

Level 8, Forsyth Barr Mouse Lewvel 38, Vera {entre

The Crtagon 48 Shortlond Street

Private Bug 19599 Auvckland

Dunedin 9016

LEGAL ADVISER TO THE OFFER 1N INSTALMENT RECEIPT AND SHARE TRUSTEE

NEW ZEALAND

REGISTRAR

Bell Gully

Level 22 Vero Centre
48 Shortiond Street
Auckiagnd 1430

Lintk Market Services Limited
Level 12,120 Albert Street
Avcldand 1010

Telstra Sale Company Limited

¢f- Maxirn Chartered Accountants
& Oxley Street

Griffith ACT 2603

Australio




Application Instructions

Ta complete your application form carrectly, foliow the steps below dand the detadiled instructions on *How to complete your dpplication form’ overledf,

Step 1 MHave you ysed the carrect application form?

Step 2 Hove you compieted the applivation form i cocordance with the
instructions? in particular:
Have you gpplied for ot ledst 500 shares and in multipies of
a0 thereafter?
Have you compleied your contact detoiis?
Have you signed the form?

Step 3 I3 the chegue(s) or bank draft(s) payabie for the totad amount of
the first instalment in Australicn doliars (A3

Step & Move you recorded your reference nuraber on the back of your
cheque(s)fbank droft{sy?

Step 8 Hove youlodged your application form carectly and sent it to
the correct dddress?

Remember to lodge your application so thot i is recelved by 4.00pn Mew Zecland time on the Uesing Dote. The Closing Dote is Thursday

9 Movernbay 2006.

STEP 1 WHICH FORM SHOULD t USE?

The following table summarises which application forms New Zealand applicants should use.

These applicants. .

Should use this application form...

To get your...

Telstio sharehoiders ot the Record Date

Purpie personalised application form

1 for 2 shareholder entitlement, inclding a
minimum guardniged entitlernent of 3,000
shiares and subject to d maximum shareholder
entitlement of 200,000 shares

General Public Offer applicants

Yellow applivation form attached fo this
[rovestraent Stotement

Guaranteed aliocation of 2 400 shares

Fiern Ofer Applicants

You should apply in accordance with instructions received fram the broker fror whom you

recgived your firm alloeation

STEP 2 COMPLETE THE FORM IN ACCORDANCE WITH
INETRUCTIONS

Ta complete your application form carrectly, Toliow the detailed
instructions or 'How to complete your applicotion form’ averleaf,

Photacapies of the form will not be accepted. Please wite clearly in
BLOCK LETTERS using black ink.

Do not write outside the white boxes.
Changes to the personalised details an the forms will nat be permitted.

Please ensure you record your contact detdils in case you need to be
contacted regarding your application.

STER 3 PAY THE FIRST INSTALMENT AMOUNY

Multiply the number of shares you are applying for by the first
instalment price (A$2.10) which dives the total armount pagable for
the first instalment. The Ready Reckoner an page 41 mag assist you in
catralating the corect payment amount.

Make your chequefbank draft payable to Telstra 3 Share Offer’ for the
total gmount of the first instalmment. This should be the amount you
entered on the application form,

Cheques must be in Australicn dollars drawn on an Agstralian bonk account,
crossed 'Not Neqotialie”. Bunk drafts must be in Australion dollars drowen

on dny redisiered bankin New Zealand Please ersure sufficient cleared
funds are held ins your account as your chegue will be banked s soon

dsitis received.

Insert your cheguefbank draft details in the space pravided on the
reverse side of the tedr-off form.

1 11 digit number found an the top right hand comer of your persondalised applcotion farm.




STEF 4 RECORD YOUR REFERENCE NUMBEER You must lodge your applicetion so that s received by 4pm

Record your reference number on the back of your cheque/bank draft, Hew Zeatand time on  Movember 2006, by either:

which is found in the top right corner of the application form. You should  »  Mailingitin the reply paid envelope pravided. 1 you do not have o

also keep o separate record of your reference number in case you wish to reply paid envelape, you should send your completed application
check on the statys of your application during the offer periad, or your ferms and cheguefbank draft to the foliowing address:
final alocation of shares via the Telstra 3 Telephone Information Centre Telstra 3 Share Offer
ar the Telstra 3 Share Offer website. PO Bax g0219
Auckland Mail Centre
STEP 5 LODGING YOUR APPLICATION Aurkiond 1142
Firm Qffer applicants Please allow syfficient time for postal delivery; or

Applicants who have received o firm ollocation of shares from their
troker should follow the lodgement and payment pracedures provided
by that broker in particular note that these appiications are required to FURTHER ASSISTANCE
be made pagable to and delivered to your broker. Please cortoct gouy
broker if you have dny questions iy relation to yoar firm ailacation,

w  Lodaging with ang NZX Firm

T you nesd help to complete the application oo

w  Contact g broker or financicl adviser
Personalised purple application forms
IMPORTANT YOU MUST DETACH THE TEAR OFE APPLICATION FORM
Ploce the tear-off application form and chequelsifhank draft(s) in the
reply paid envelope provided, Retain the fop portion of the page for
your records.

w Phone the Telstra 3 Telephane [rdormation (entre on 0800 639 019

w  Visit the Telstio 3 Shore Offer website: wwwet3shareoffercom.au

Mon-personatised yellow application forms

IMPORTANT: DO MOT DETACH THE LOWER PORTION OF THE
APELICATION FORM Place the whole application form in the reply paid
envelope provided.

READY RECKONER FOR FIRST INSTALMENT ~ FOR EXAMPLE 1,000 SHARES @ A$2.10 PER SHARE = A$2,100

This Recdy Reckaner will help gou caleulate the money you need to poy for the first instaiment at A$2.10 per share

Shares Amiount Shares Amourt Shares Amount
560 A%1,050 2,000 A4, 200 10,000 Afzi,000
750 A$1,575 3,000 A%E,300 50,000 A$105,000
1,000 AS2100 5,000 AS10,500 100,000 AFZ10,000

Record your reference nurmber(s} here:




How to complete your application form

These instructions dare cross-referenced to each section of the application form. Flease complete all relevant sections of the gpplication form in BLOCK
LETTERS wsing black ink. Photocopies of the form will not be aecepted. Do not write cutside the white boxes, Plesse ensure you comnplete the correct form,

RETAILED INSTRUCTIONS FOR APPLICANTS COMPLETING
THE YELLOW NON-PERSOMALISED GENERAL PUBLIC
APPLICATION FORM

Enter the totef amount payable for the fust instalrent. Thisis
cileulated by multiniging the number of shares for which you are
appiging by the first instalment amount per share of A$2.10. The
minimum number of shares you rmay appiy foris 560, and in multiples of
50 shores thereafter. Applications can be for up to a maximum of 200,600
shares. Be sure that your cheqguezibank draft{s) total this amount. You
may wish 1o use the Ready Reckaner on page 41 to help caleslate the
amount payabie for the first instalment. The purchase price for shores is
pagable in two instalments. This payment is for the first instaiment only.
Be sure that your chegue{sifbank draftis) total this amount.

Erter personal details You can complete this form os an individual
it your own capacity, or as a jeint applicant with one or two other
indhviduals (this would represent one application).

fou can glso compiete this form an behalf of o compuny or g persorn
under the age of 18, o3 trustee of g trust or superanmuation fund or os
executor of an estote or partnesship {orif the frustes, executor ar partner
is ¢ compdny, on behalf of that campany). An cuthorised office bearer
may apply o behalf of g cub arincerporated body.

‘fou should refer to the table gverieaf for instructions an how to fill out
the applicant’s name(s) an the application form.

Enter address details You must use o New Zealand address. if you
dre making a jeint applicetion, the address should be that of the first
nerson named on the form. All further correspondence will be mailed to

this address,

Comemeon Shareholdar Mamber (CSK} (T you have o current CSN
write the nurmber here.

Lowser Portion of Application Form

Contact Details. Cleasly write your name in BLOCK LETTERS and provide
d daytime contact telephone number including your ST area code,

Revord your tolal paymaent. This should be the sarme s the amount
show in Bax A

Signatyres. Please sign on the reverse of the application form
where indicated,

Recording your chegue/bank draft details. Plegse record your
chegue(siybank draft{s) details in the table provided on the reverse side
af the application form. Make your chegues pagoble to Talstra 3 Share
Offer i Australion dollars (&%) drown on an Australian bank account,
crossed Not Negotiable'. Bank drafts must be in Australian dollars (AS)
droswry an ary registered bark in Mew Zealarsd,

Recording your reference number Wiite your reference number
an the back of your chegue{s)fbank drafi(s} ond on page 41 in the
space provided.

DETAILED INSTRUCTIONS FOR APPLICANTS COMPLETING
THE PERSOMALISED PURPLE APPLICATION FORM

1f you ore o curent Telstra shareholder you shouid have received a ourple
personalised application farm. All your persanalised details have already
heer recorded on the application farm. To complete the application form
please foliow the instructions telow.

ritar the total numbaer of shores you wish (o apply for

A pdl applicants: The mirdmum number of shares you may apply for
15 500, and in muitiples of 50 thereaffer Applications can beferupto a
maximyrn of 200,000 shares. Listed on the form will be your entitlernent
ta shares. You may apoly for more or less shares than your sharehalder
entitlement 1f you aoply for mare shares than your shareholder
entitlement you will be allocated ot legst the amount of your
shareholder entitiernent if applications need to be scaled back.
Shareholder entitlerents are subject to a maxdmurn guoranteed
entitlement of 200,000 shares If your Telstra shareholding in Telstra
changed between Friday 15 September 2006 and Friday 13 Dctober 2008,
your entitlement may vary from what is shown,

Erter the total amount payable for the first instolmaent. This is
calculated as the number of shares aoplied for multiplied by the
first instalment amount per share of A$2.10. Be sure that your cheque(s)/
bank drafi(s] fotal this amount, Use the Reddy Reckoner below fo help
calculate the correct genourdt payabie for the first instalment. The purchase
price of shares is paygable in tweo instalmerts. This payrment is for the first
wsteiment only.

Tear OFF Application Form

Contact Details. (early wiite your nare in BLOCKLETTERS and provide
a daytime cordact telephone nuraber including your area code.

Record your total paymaent. This must equal the amound shown in Box 2,

Stgratures. Please sign on the reverse of the teas-off application form
where indicated.

Recording your cheque/bank draft details. Please record your
chaquelsifank drafi(s) details in the table provided on the reverse

side of the tear-off upplication form. Make any cheques pagable to
Telstra 3 Share Offer’ in Australian doliors (AL) drawn on an Austrolion
bank account, crassed ‘Not Negotiohle' Bank drafts must bein Aastralion
doilars (A$) drawn an any registered bank in New Zealand.

Recording your reference numbaey. Write your reference number
onthe back of your cheque(s)fbonk draftfs) and an page 41 inthe
space provided.



HOW TO FILL OUT YOUR NAME(S) ON THE APPLICATION FORM

Use <= brackets and the ietters AfCwhere indicated 1 applicable, and you wish to appiy for the shares using your CSN, you must write your ndme in
EXACTLY THE SAME FORMAT ds it appears on the registration detoils held under that CSNL

INCORRECT FORM OF
TYPE OF INVESTOR CORRECT FORM OF REGISTRATION REGISTRATION
tracdividual Mrs Katherine Clare Edwards kK C Edwards

Use given names i full, not indtials

Comparny
Use Compangy's full title, not abbreviations

Liz Biz Pty Ltd

Liz Biz P{L or Liz Biz Co

Joint Application
Use full and complete names

M Peter Paut Tranche &
Ms Mary Orlando Tranche

Peter Paul & Mary Tranche

Trosts
Use the trusteels) persongl namels) with an
appropridie designotion

Mg Alessandra Herbert Smith
<Alessandra Smith A/

Alessandra Smith Family Trost

Decensed Estaies
Use the executors) personda namels) with an
appropiridie designation

Ms bophic Gomet Post &
Mr dlexander Troverse Post
«<Fst Morold Post 4/

Estate of late Harold Post or
Harold Post Deceqsed

bdinoy {a person under the age of 18 years)
Use the name of d responsibie sdult with
arr appropridte designation

Mrs Sally Mamiltor
=ttenry Mamittars

Muaster Henry Harailton

Partrerships
Usze the parfrers’ nersendl names with an
appropiridie designation

Mr Frederick Samuel Smith &
Mr Sarmuel Lawrence Smith
=Fred Smith & Son A/C

Fred Sraith & Son

Long MNarmnaes

Mr Hugh Adrian fehn Srnith-Jones

My Hugah & 1 Sraith Tanes

Clubsfnincorporated Bodizs/Business Names

Use office beares(s) persenal name(s) with an
appropiidie designation

Mr Alistair Edward Lidey
=Vintage Wine Club A{C>

Vintage Wine Club

Superannyation Funds

Use the name of the trustee of the fund with an

appropridie designation

HYE Pty Ltd
=Super Fund A4/C-

A Piy itd
Superannuation Fangd

Put the name(s) of ary joint Applicort{s) andfor decount description using « » o indicated gbove in designated spaces ot section B on the

Application Form.




EXAMPLES OF HOW TO COMPLETE YOUR PERSOMAL DETAILS
INDIVIDLIAL

ERTER PERSONAL DETAILS

FDWARDS

st 1 Lot Ml omgeend] Nore

MES

File

KATHER

Firgl. Peaznze:

N F CLARE

gl ¢ N

SOIMT (WITH ONE ORTWO OTHERS)

R PERSOMAL DETAIES

PETER
Fiexl Haipa

TRANCOCHE

doinl Appiant & Lost Nams

M5 MARY

Tale Firsl Peanze

Al

icale Moeng

ORLANDD

gl ¢ N

COMPAMY

B FERGOMAL DETAILS

817

EXAMPLES OF USE OF <DESIGMATED ACTOUNT-
TRUST

EMTER PERSONAL DETAILS

SM T H

Anglicarl - Losl Ko

MRS ALESSANDRA HERBERT
Titte Fhgt Moz bidHs Mo

Joind Agpiivont 2 - Liew some

Titte Fiont ez i e

« AL ESSANDRA SMETH A C-=
Basdgraslad acionant fa, e fundh- o kel Applicenl 3

MEMOR

EMTER PERSONAL DETAILS
HAMY}] LTON

Aggplicanel - Lozl Momeiompary Mome

MRS SALLY

Firat dioms

hatdelis aise

Fzin Apgliord 2 Lasl Faorse

Tithe Firet dlowmis biifeliss Rarsee

<« HENEY

Desinralad poant 2.g, Suges Fungd- &

HAMIILTONS>

B Aoglivan] ¥










