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Australian Securities Exchange
4" Fioor, 20 Bridge Street
SYDNEY NSW 2000

Fax: 1300135638

Dear Sir or Madam
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Offlce of the Company Secretary

Leval 41

242 Exhibition Stresat
MELBOURNE VIC 3000
ALISTRALIA

Genearal Enquiries 08 8308 1721
Facsimile 03 9632 3215

Please find attached a copy of an electronic lodgement for immediate release to the market.

Yours faithfully

Nl — .

Damlen Coleman
Company Secretary

Talatrs Carparatian Limliad
AGN 051 775 668
ABN 33 051 775 5368
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13 February 2014 Office of the Company Secretary
Level 41
242 Exhibltlon Street
The Manager MELBOURNE VIC 3000
Company Announcements Office AUSTRALIA
Australian Securities Exchange General Enquiries 08 8308 1721
4" Fioor, 20 Bridge Strest Facsimile 03 9832 3218
SYDNEY NSW 2000
ELECTRONIC LODGEMENT
Dear Sir or Madam

Telstra Corporation Limited Financlal Results for the Half-Year ended 31 December 2013

In accordance with Listing Rules, | enclose the following for inmediate release to the market:

1. Appendix 4D — Half-Yearly Raport,

2 Media Releass;

3. Directors’ Report,;

4 Half-Year Results and Operations Review; and

5. Half-Year Financial Report for the half year ended 31 December 2013.

An amended Flnanclal Celendar for 2014, refiecting the revised proposed Ex-Date in relation to tha
FY14 full year dividend calculated In accordance with changes to relevant ASX timetables, which are

lo apply from 14 April 2014, is also enclosed.

Telstra will conduct an analyst briefing from 9.15am AEDT and a media briefing from 11.00am AEDT
on the half year results. The briefings will be broadcast live by webcast et
; w.telstra.com.a utus/investors/latest-results/

A transcript of the analyst brisfing will be lodged with the ASX when available.

This announcament has been released simultanacusly to the New Zealand Stock Exchange.
Yours faithfully

'‘Damlen Coleman
Company Secretary

Talaira Corporailan Limited
ACN OR1 776 b8
ABN 33 081 775 564
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APPENDIX 4D (RULE 4.2A.3)
HALF-YEAR REPORT
31 DECEMBER 2013
TELSTRA CORPORATION LIMITED ABN 33 051 775 556
Reaults for anncuncemant to the market
Talatra Group
Half-year ended 31 Decomber
. 2013 2012 Movement Movement
- $m. $m $m %
Revenue (excluding finance Income) from cantinuing operationg, . . . ..o v v v a s - ' " 12,620 12,191 436 3.8%
Revenue (excluding finance income) from discontinuad operation{a). . . .. ... .. 268 410 (62) (12.7%)
Ravenus (exctuding finance Income) from ardinary activities . . . ... .. .. ... 12,904 0 12,601 a63 3.0%
OthariNCOmE . . . . . .. e e e e e e . cATT 119 a7 60.9%
Total Income from contlnulng and dlacontinued operations . .. .. ......... 19,181 12,711 480 3.5%
FIMANGEINGOME © + + v v e v s e et e e et e e e e et e et e e S gl 145 77)  (63.1%)
Profit far the period attributable to equity holders of Talstra Entity . ... ... ... . “ 1..‘37,|l_:!4"‘ 1,880 . 144 0.2%
Frofit from ordinary ectlvitles after tax attributabla to equity holders of Telstra Entity - . 1,704 1.560 144 8.2%

() Discontinued oparation ralates to the Sensis disposal group. Refer ta nota 9 In aur half-yaar financlal raport for further details.

Dividend Infarmation Franked
Ampunt  amount

per shara parshars

{cents) {canta)

Figcal 2014 interim dividend per shara (@) . . . .. . .0 i i e e e ot 145 : 14.5

Flacal 2014 Interim dividend dates
RACOM IO . & v .ttt i e e e e e e e e 28 Fabruary 2014
Paymant data. . . . . e e e e e e i 28 March 2014

(g} Frectional entitlements on the total amount payable per shareholder to be rounded down to the nearest whale cent.

Net Tanglble Aosete por sacurity Informatien Telotra Group
aeat 31 Decombear
The st
L 02
centa cants
RN
Net tangible a3sets persecuUrity . o . v v ot it e e i L at.4, 337

Net tangible assats ara defined as the nat assets of the Teletra Group less Intangibla assats and non-controlling interesats, Tha number
of Telstra shares on igsus as at 31 Decamber 2013 and 2012 wag 12,443 millipn.

Patalls of entitlex whare control has been galned or loat durlng the perlod
0n 22 August 2013, we acquired 100 per cant of the issuad shara capital of NSC Group Pty Ltd and its controllad entlties.
On 2 Septamber 2013, we acquired 100 per cent interast in DCA eHealth Solutions Fty Ltd and its controlled entitias.

On 30 Saptamber 2013, we acquired 50 per cant interast in FRED T Group Pty Ltd and itz controlled antitias. Wa congclidate the rasults
of FRED 1T as we have control through our decigion making ability on the board.

On 3 Detober 2013, we incorporated Muru-0 Pty Ltd.
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APPENDIX 4D (RULE 4.2A.3)

HALF-YEAR REPORT
31 DECEMBER 2013

TELSTRA CORPORATION LIMITED ABN 33 051 775 556

Datails of entitlos wheta control has been galned or loat during tha pariod (continued)

On 31 Decembar 2013, we acquired 100 per cent interastin 02 Networks Pty Ltd via an acqulsition of the following thres entitias, Prantice
Management Congulting Py Ltd, Kelzona Pty Ltd and Goodwin Erterprises (Vi) Pty Ltd.

Datalls of Investmants In Joint ventures and aspociated entitlos

Telatra Group
Ownerablp Interasat
acat
AMDec  30June
2013
Name of entity Principal activities %
Jointly controlled antitiss
FOXTEL Partnarghip Pay televigion B0.0
FOXTEL Talgvigion Partnerahip Pay telavision B0.0
Customer Services Pty Limited Customar sarvice 20,0
FOXTEL Management Pty Ltd Managament garvices g0.0
FOXTEL Cabla Telavigion Pty L td Fay talevislon B0.0
Reach Ltd (incorporatad in Barmuda) (a) Intarnational conhectivity serviges B0.G
3GIS Py Ltd Managamant of former 3GIS Partnership 50.0
Bridge Mobile Fte Ltd (incorporated in Singapars) (b) Regional roaming provider 10.0
HealthEngine Pty Lid Onling healthcare booking 25.0
Asnaoclated antitiae A
Australian-Japan Cabla Holdings Limitad R '
tincorporated In Barmuda) (@) Netwark cable providar _48.0 46.9
Telstra Super Fty Ld Superannuation trustee 00,0 100.0
Telstra Foundation Ltd Charitable trustes organisation 1000 1000
Mandae Pty Ltd (c) Slgnage software provider 6.7 25.0
IPscape Pty Ltd (d) Cloud based call centre solution \ 2*'19 | 3.3
Dimmi Pty Ltd Online restaurant ressrvation 234 2.4
Whigpir Limited Software as a solution provider : jlii.ﬂh 18.0
1P Health Pty Ltd {&) Software davelopment A 328

{a) Balance date iz 31 December.

{b} Balance date is 31 March. Thia entlty Is classified as hald for gale and will be disposed as part of the CSL Group disposal.

(c) On 12 Novembar 2013, we acquired additional interest of 1.7 per ¢cent In Mandoe Pty Ltd.

{d) On 27 Navember 2013, our Intarest In IPacapa Pty Ltd reduced by 8.4 per cent dug to non particlpation inan additional funding round.

{e} On 7 August 2013, a share buyback increased our interest in IP Health Pty Ltd by 0.3 per cent. Our interest in the associate was then
diluted by 1.2 per cent thraugh a share lesua on 16 October 2013 before a sscond ahare buyback increased our ownership from 32.0to

2.1 per cant,

The Dividend Reinvastmant Ptan continues to be suspanded.

Additional Appendix 4D disclosure raquirements can be found in the notes to our half-year financial repert. the half-year Directors’
Report and the Half Year Results and Operations Raview lodged with thig document.
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Increased Interim dividend and continued growth for Telstra

Interim dividend increagsed 3.6 per cent to 14.5 cents per share

Total income increased 4.1 per cent to $12.8 biliion’

Nat profit after tax Increased 9.7 per cent to $1.7 billion

739,000 domestic retail mobile customer services added during 1H14, bringing total domestic retail
mobile customer services to 15.8 million

. % 4 8

Thureday 13 February 2014 — Tealstra today confirmed it was on track to meet its full year guidance and
announced an Increased interim dividend of 14.5 cente, distributing $1.6 billion to shargholders.

Chlef Executive Officer David Thodey sald Telstra had continued to deliver revanue, profit and customer
growth in the firet half of financial year 2014, demonatrating that Telstra's ongoing investment in core and
growth businessas was creating valua for sharsholders.

"QOur custorners remain our highest priority and our focus during the past six montha has been to continue to
improve the way wa intaract with them every day as well as provide them with access to the best netwarks in
Australia to help them connect no matter where thay work and [iva. More Australians are choosing to connect
and stay with Telstra every day,” sald Mr Thodsy.

*Qur customer focus has led to continued mobile growth with the addition of 739,000 naw retall moblle
customer services and an ingrease in mobile services revenue of 7.3 per cent. We continued to Invest In
maintaining our network leadership, highlighted by our $650 million capital Investment in mabiles
infrastructure in the half.

“Telstra has one of the fastest take-ups of the 4G network anywhare in the world, We now have 15.8 million
domastic moble customer services, including 4.1 milllon 4G moblle devices on our network, and we expect to
sae continuad growth In this area.”

Mr Thodey said Telstra wasg continuing to build on the company's solid faundations, including rebalancing the
portfalio to reflect the changing nature of the business as well as driving innovation through investments in
emerging businesses.

“We announced a refreshed strategy in the half and realigned our structure to provide increased focus and
resaurces to growth areas such as Asia and Network Appllcation and Services (NAS),” said Mr Thodey.

“Our NAS business recorded revenue growth of 29 per cent to $821 million. We continued to invest in NAS by
building our capabilitios and acquiring companies such as North Shore Communications (NSC) and 02
Networks,

"Group operating expenseas increased by 2.1 per cent in the first half, largely driven by costs supporting
revenue growth. For example, we have incurred upfront costs to support the Implementation of our largest
contract, Department of Defence, as well as expenditure on programs to Improve customer service. More
broadly we are working to Improve the efficlency of our NAS business.”

Mr Thadey said Telstra continued to be active and disciplinad in its approach to portfolio management with
the announcements this year of the sale of the Hong Kong mobila business CSL New World Mebillity Limited
and a 70 per cent interest in Sensis. He said the anticipated proceeds from the sales wera Incremental o
Telstra's guidance for frea cash flow of $4.6 ta $5.1 billion for flscal year 2014,

"We expact these transactions to complete in the second half of the fiscal year, subject to approvals, and we
will deal with theze proceeds In accordance with the principles outlined in our capital management framework.

“Our portfolio managamant also includad selecting the right capital structure for parts of the buginess, with the
NYSE fisting of Autohome, in which we hold a 85 per cent stake. While being disciplined in our approach to
portfolio management, we also need to be innovative in our investments for the future and explors new
opportunities. This is reflected in some of the investments we have made In new growth areas of the
business as well as our recently announced joint venture with Telkom Indonesia,” Mr. Thodey said.

Follow Telstra online:

&Alsg)

l
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Telstra's new Health division acquired DCA Health and a 50 per cent stake In FRED IT.

In Global Applications and Platforms Telgtra launched muru-D, an initlative to help Australia retain its unique
entreprenaurial talent and help drive technology based economic development, and we increased our stake in
Qoyala through our Ventures Group.

Key Financial Resulls

The reported resuits for the six months ending December 2013 are:
« Total Incoms increased 4.1 per cent or $502 milllon to $12.8 billian

EBITDA increased 7.0 per cent or $347 milllon to $5.3 billion

Nat profit after tax increased 9.7 per cent or $154 million to $1.7 billlon

Earninge per share Increased 8.7 per cent to 13.7 cents

Acerued capital expenditure decreased 2.1 per cent to $1.8 billian, in line with @ 16 per cent capex to

sales ratlo

» Free cashflow decreased 23.4 per cent or $505 million to $1.66 billlon. Excluding $671 million of
proceeds from the sale of TelstraClear in 2012, free cashflow Increased by 11,2 per cent

* & * @

Kay outcomes agalnst strategic priorittes

Improving Customer Advocacy
Mr Thodey said Telstra was committed to improving the service and experlence provided to customers,

“Offering Australia’s largest and most reliable moblle network is cantral to helping our customers stay
connected in more locations across Australia. Wa have also introduced a range of other initiatives to help
make their lives easier, including the launch of a product called StayConnected, which gives customers who
lose or break their phona, a new handset the next day to ensure continued access to their data.

“We have introduced inltlatives to improve cost cartainty and control for customers using thair moblles
overseas, and we continue to reward our customers for their loyalty with one million of our movie, sports and
musle offers taken up as part of our Thanks program.

"These are just a few examples of the changes we are making to improve our service for customers. We will
be Introducing further initiatives in the coming months to ensure our ¢customers benefit from an experience
gupported by some of the most innovative tools, smart systems and advanced applications available,” he
said.

Driving value from the core
Mr Thodey said Telstra was committed to maintaining its network leadership and would continue to invest to
delivar value from s core businesses.

“At Christmas we achleved a significant milestone, with our 4G network reaching 85 per cent coverage of the
Australian population, including the upgrade of 1,500 mobile bage stations to 4G In the past six months. We
now have 3,500 4G mobile base atations across the country, giving us four times the 4G coverage area of
any other company,” he said.

"There has been continued growth In fixed bundied plans, such as our popular Entertainer bundles, with the
addition of 117,000 customers bringing the total number of customers on a bundle t¢ 1.7 million,” he 2ald.

On productivity, Telstra reported benefits of $225 milllon In the half, to help offset expense growth.

Bullding new growth businesses

Network Applications and Sarvices (NAS) recorded double digit revenue growth across most categories
Including Cloud, up 29 per cant, Unified Communications, up 28 per cent and Managed Network Services, up
65 per cent,

Follow Talstra online:

¢ —— ¢ | PISINRPRNLT . T—
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International businesses grew revenue by 28 per cant to $1.08 bllllon, driven by growth In CSL which
recorded a 28 per cont increase in revenus, to $830 million and a 78 per cent Increase in revenus from China
digital media due ta Autohome. Excluding foreign exchange impacts, internatlonal businesses grew revenue
by 15.5 per cent.

NBN

Mr Thodey sald Telstra had commenced negotlations with the NBN Co and Government on polential changes
to the current agreements that may resuit from the Government's intent to move to a multi-technology NBN
rollout.

“We are committed to acting in the best interests of our shareholders, and are focusad on maintalning tha
value of tha current agreemenis, achiaving certainty of outcome as soon as reascnably possible and
minimising any additional regulatory risk,” he said.

During the perlod Telstra recommenced pit remediation works following the implementation of additional
safeguards in relation to ashestos handling, including training and supervigion of employees and contractors.
Consistent with previpus advice, there has not been a materlal financial impact on our operating resuits.

Qutlook

Telstra confirmed fiscal 2014 guidance of low slngle digit total incomea and EBITDA growth, with free cashflow
between $4.6 bllllon and $5.1 bllllon. Telstra expects accrued capital expenditure to be around 15 par cent of
sales.

This guidance assumes wholesale product price stability, no impalrments to investments, and excludes any
proceads an the sale of businesses (inciuding procasds and adjustments in relation to Sensis and CSL), the
cost of actuisitions and spactrum purchages.

Telstra has conflrmad a fully franked interim dividend of 14.5 cents par share. Shares will trade excluding
entitlement to the dividend on 24 February 2014 with payment on 28 March 2014,

ENDS
Medla contact Talstra: Nicole McKechnig, +81 (0) 429 004617

Emall: meadia@tearn.telsira.com

Ref number: 26/2014

I Tualal income excludes discontinued operetions. The Sensla Group was disclosed as a discontinued operation, The
carrying valua of assats and llabilities of the Sensls Group, with tha axceplion of the cash balancas which wers excluded
from the sale agreemant, were classiflad as held for sale as at 31 Decamber 2012, and measuresd al the lower of Carrying
amaount and fair value lasa costs to sell,

Follow Telstra online;

1% Blag| exchance.msr.com 1 ) | ) osseercomneiire vewa | YopfQD s routube comitaetasony
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REPORT

In accordance with a resolution of the Board, the Directors present  This report is made in accordance with & resolutlon of the
their report on the congolidated entity (Telstra Group), conslating  Directora,

of Telatra Corporation Limitad and the entities It controlled at the

and of, or during, the hatf-yaar ended 31 December 2013.

Financial comparisons ysed in this report ara of results for the

half-year ended 31 Dacember 2013 campared with the half-year

endad 31 December 2012 for Income statamaent analysis, and 31

Decarmber 20113 compared with 20 Juna 2013 for atatement of

financial position analysls.

Review and results of operations eCr ;{t,__, ,;-lﬁ-ﬂﬁ-"‘q.

Informatlon on the oparations and the results of those operations
for the Telstra Group during the half-yesr is set aut on pages 10 10

of the Half Year Results and Operations Review accompanyingthis  catherine B Livingstone AQ
Diractors' Report. Chairman
13 February 2014

Dividenda

The Directors have resolved ta pay an interim dividand of 14.5 v g
centa per ordinary shara, The dividend will be fully franked at a tax M I

rate of 30 par cant. The record date for the interim dividend will be

28 Fobruary 2014, with payment to be made on 28 March 2014,

David | Thoda
Qur final dividend for the financial year ended 30 June 2013 0f 140 ppigt Exacuti\!:a Officar and Managing Director

cents per ordinary share ($1,743 million) was pald during the half- 4 popp, ary 2014
year anded 31 December 2013. This dividend was fully franked at
a tax rata of 30 per cent. Tha final dividend paid had a record date
of 23 August 2013 and payment was rade on 20 Saptamber 2013,

The Dividend Reinvastment Plan continues to be suspended.
Directors '

Diractors who hald office during the half-year and until the date of
thig roport wara:

Catherine B Livingstene AO - Chalrman since 2008,
Director singe 2000

Davld | Thoday - Chief Executive Officer and
Managing Director since 2009

@aoffrey ACousing - Diractor alnca 2006

Ruagell A Higgins AQ - Director since 2009

ChinHu Lim = Diractor gince 9 August 2013
John P Mullan - Director since 2008

Nora L Schainkastal = Dirgctor since 2010

Margarst L Seala - Diragtor since 2012

Stoven M Vamos - Dlrector singe 2009

John D Zeglis - Director since 2006

Auditore' independence declaration

Acopy of the auditors’ Independence declaration is on page 2 and
forma part of this report.

Rounding of amaunta

The Talstra Entlty |2 a company of the kind raferrad to in the
Auatralian Securities and Investments Commisgion Class Order
9B8/100, dated 10 July 1088 and Issusd pursuant to section 341(1)
ofthe Corporations Act 2001, As a result, amounts in this repart
and the accompanying financial report have besn roundad to the
nearest million dollars, except where otherwisa indicated.

Taistra Comporalion Limited and controlled enGties Taluira Hail-Yidr Cirectors” Repon 2014 1
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Ernst & Young Tel. +61 3 9288 2000
B Exhltilion Direel Fax: +31 3 8650 7777

Melbourne VIC 3000 Australia ey.com/ay

Bullding a better GPO Box 87 Melbourng VIG 3001
working world

ZI010/Q89Q

Ayditor's Independence Declaration to the Directors of Telatra Corporation Limited

In relation to our review of the financial report of Telatra Corporation Limited far the half-yaar ended 31 Dacember 2013, to the best of

my knowledge and balief, there have begn no contraventions of the auditor independencs requiramants of the Corporgtions Act 2007 ar
any applicable code of profeasional cenduct.

Crrpro

Ernst & Young

Sd Ferguson

Partner

Malbourne, Australia
13 February 2014

2 Amambar firm of Ernal & Young Giahal Linilay Talrira Hal-Yaar Directors’ Reporl 2014
Liabihly lirnited by a enheme appravad under Prodessional dlnndanla Laglskation
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SUMMARY FINANCIAL RESULTS
: MY Restatad?
H12013 Ch“"%: H12013  Change

.............................................. eI gy Smo %

Sales revenue i 12,124 2.6 1814 1,852 (2.1}

Total Income 3l 12,301 44 R0 2155  (23.4)
---------------------------------------------- P TR TR PP a ; R Ly P P P

Operating expenges 7,369 21 Farnln)%a per shars 13.0 10,2
................................................. eants

EBITDA ; 4,942 70
................................................ Earnings per shara

Dapraciation F tinui nd

2,080 27 rom continuing a

andsmortisation . et diBCONtINUSA opBrations 128 87

EBIT 2874 140 (centel

Net finance costs i 477 27 ) Comparetives have been reatated due to the retroapactiva adoption
of ARSE 110: Empleyas Ertitlemanta, For further Information refar

Tax 758 b.8 to Wote 2.1(s) of tha half-year financlal report, Restataments have
T T (50 b de In ralatlon to the Sensia Group baing classified
Profitfortheperiod  GiMBBLI 1839 198 G e e R

Loss for the period fr“om ‘fﬂ ;1"‘,_ (53) 3170 0 Acsrued capital expenditure is defined as acditions (o preperty,

dizcontinued operations | e equipment and intanglble assets, Including capital lease additiona,
-.....-....-----.-............:.............u. :. ......................................... m“ﬂ'urﬂd onan ECDFI.IBd hEEiE.

Profit for the periad

fram cantinuing and ! (iti) Gash flows from continuing and discontinued operations

discontinued operations ! B

Proflt attributable to

CEO MESSAGE

Telstra today confirmed it was on track

to meet its full year guldance and
announced an Increased Interlm dividend
of 14.% cents, distributing $1.8 billion to
gharaholders,

Chisf Executive Officer David Thodey sald
Talstra had continued to daliver revanua,
prafit and customer growth in the first half
of financial year 2014, damonstrating that
Telatra's ongolng invastrnant in core and
growth businesses was creating value for
sharaholderz.

“Qur customera remaln our highast priority
and our focus during the past six months
has been to continue ta improve the way
we intaract with tham evary day as wall

aa provide them with access 10 the best
networks In Australla to help them connagt
no matter where they work and live. More
Augtralians ara choosing to connaect and
atay with Telstra every day” said Mr Thoday.

"Our customer focus has led to continued
mobila growth with the addition of 735,000
new retail mabile customer cerviges and
an increasa in mobile services revenus

of 7.3 per cent. We continuad to invast

In malntaining our network leadarship,
hightighted by our $650 millian capltal
investment in mobllss infrastructurs in

tha half.

“Telstra haa ane of the fastest take-ups

of the 4G network anywhare In the warld.
Wa now have 15.8 million domestic mabile
cuatomer services, including 4.1 million
4G moblla devicas on our natwork, and

we expect to aee continued growth in this
arga.”

Mr Thoday said Telatra was continuing to
build on the company's solld foundatlong,
including rebalancing the portfolio te
raflagt the changing nature of the businass
ag wall as driving innovation through
investmants in amerging businesses.

"Wa announced a rafrashed stratagy in
the half and realignaed our structure to
provide Inereagsad focus and razources to
growth areas such as Aela and Natwerk
Application and Services (MAS)," sald Mr
Thoday.

"Our NAS business recorded revenue
growth of 29 per cent to $821 milllion. Wa
sontinued to invest in NAS by building our
capabillties and acquiring companies such
as North Share Communications (NSC)
ang 02 Networks,

“Group operating expensss increasad by
2.1 per cent in the first half, largsly driven
by coats supporting revenuse growth. For

axample, wa hava incurred upfront costs to
suUppart the implementation of our largest
contract, Departrment of Defence, as well
as expenditure on programs to lmprove
qustomar sarvice. More broadly we are
worklng to improve the aefficiency of our
NAS buslness.” .

Mr Thodey said Telstra continued to be
active and diggiplined in its approach

to portfollo managemeant with tha
announcarnenta thia year of tha sale of
tha Hong Kong mobils business CSL New
World Mobility Limited and a 70 per cent
Intgrast in 3ansig. Me gaid the anticipated
proceads from the sales were incremental
to Telstra’s guidanca for fres cash flow of
$4,6 to $6.1 billion for fiscal year 2014,

"We axpact these traneactions to complate
in the second half of the flecal year,
subject to approvals, and we will deal

with these procaeds in accordance with
the prinelples outlined in our capital
managarmant frarmewark,

“Qur portfolio managemant also included
gelecting the right capital structure for
parts of the businass, with the NYSE
listing of Autohoma, in which wa hold a 8%
per cent stake. Whils being disciplined in
our approach to partfolio management,
we alzo need to be innovative in our
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HALF-YEAR RESULTS
AND OPERATIONS REVIEW

31 DECEMBER 2013

invastmanta for the futurs and explore new
opportunities. This g reflscted in some

of the investments we have made in new
growth areas of the business as well as
our recently announced joint venture with
Telkom Indanaeta,” Mr. Thodey aald,

Telzstra's new Health divigion acquired DCA
Haalth and a 5O per cent staka in FRED |T.

In Global Applicationa and Flatforms
Telstra launched muru-D, an initiative

tq help Augtralia retain its unigue
entreprengurial talent and help drive
tachnology based sconomia devalopment,
and we increased our stake In Oovala
through our Yentures Group.

KEY FINANCIAL RESULTS

The reported results for the six months
anding Dacembar 2013 ara:

» Total income increased 4.1 parcant or
$602 million to $12.8 billion

+  EBITDA Incraasad 7.0 per cent or $347
million to $5.3 billion

«  Net profit after tax ingreassed 9.7 per
cent or $154 milllon to $1.7 billion

+ Earnings per shara incraased 8.7 per
centto 13.7 cents

»  Accrued capital axpenditurae
decraased by 2.1 per cent to $1,814
mflllon, In lne with g 15 par cent
capex to sales ratio

+ Fros cashflow decreasad by 23.4 per
cent or $505 million ta $1.65 billlan,
Excluding $671 milllon of proceada
from the sale of TelstraClear in 2012,
fraa cashflow increasad by 11.2 per
cant

KEY OUTCOMES AGAINST
STRATEGIC PRIORITIES

Improving Cuastomer Advocacy
MrThodey zaid Telstra was committad
to improving the service and exparlence
providad to customers,

“Offering Australia's largest and most
reliable mobile natwark is cantral to
helping our customers etay connected

in more locations across Auatralia. We
have alzo introduced a range of other
initiatives to help make their lives easier,
Ineluding the launch of & product callad
StayConnected, which gives cuatomers
whao loss or break their phone, & new
handast the next day to ansura continued

accazs to their data.

“We have introduced initiatives to Irmprove
cost cartainty and control for custorners
using thair mobiles overgeas; and we
continue to reward our cuatomars for
thalr layalty with ana millon of our movie,
sports and music offers taken up as part
of cur Thanks program.

“Thees are just a fow examplss of the
changes we are making to imprave

qur saervica for customars. We will be
introduging further initiatives in the
coming moenths to engure our customars
barnaflt fram an axpariancs supportad by
gorne of the most Innovative tools, amart
gyztams and advanced applications
availahle” ha said.

Driving value from the core

Mr Thoday =aid Telstra was committed to
rmaintaining its network leadarship and
would continue to Invest to deliver valug
from its cora businesses.

"At Christmas wa achievad a significant
milastons, with our 4G network reaching
85 per cant covarage of the Australian
populaticn, including the upgrade of 1,500
mobile bage gtations to 4@ in the past six
manths, We now have 3,500 4G mobile
base stations acrogs the country, giving
us four times the 4@ coverage area of any
other company,” he saigl.

“There haz been continued growth In
fixed bundled plang, such a= our popular
Entartainar bundlesg, with the addition

of 117,000 customers bringing the total
number of customers on a bundlato 1.7
million," he said.

On productivity, Telstra raported benefits
of $225 milllon in the half, to halp offget
expensze growth.

Bullding new growth businesaes
Natwork Applications and Sarvices (NAS)
recorded double digit revenue growth
across most categories including Cloud,
up 29 per cant, Unifiad Communications,
up 28 per cant and Managed Network
Services, up 65 per cont,

Intarnational businessas grew revanue

by 28 par cent to $1.08 billlon, driven by
grawth In CSLwhich recordad 2 28 per
cant increase in revanuea, to $630 milllon
and a 78 per cant increasa in revanue fram
Ching digital media dus to Autohoma,
Excluding forelgn exchangs impacts,
international businessas drew ravenua by

18.5 per cent.

Mr Thoday said Talstra had commanced
negatiations with the BN Co and
Govarnment on potential changes to the
current agreaments that may result from
the Government's intent to move to a
multi-tachnology NBN rollout.

“We are committed to acting In the bogt
interests of our sharehaldars, and ars
focused on maintaining the value of the
currant agreaments, achieving cartainty of
autzomea as eoon as reasonably poasible
and minlmlslng any additlonal regulatory
risk," he gald.

During the perlod Telstra recommenced
plt ramadlation warka following the
implementation of additional safeguards
in relation to azbestos handling, including
training and supervision of employees
and contractors, Canslstant with pravioys
advice, thers has not basn a materlal
financial impact on our operating results.

OUTLOOK

Talstra gonfirmead fiscal 2014 guidange of
low single diglt total income and EBITDA
growth, with free cashflow between $4.6
biltion and $5.1 billion. Talstra expects
accniad capital expsnditurs to be around
15 par cent of sales.

Thiz guidance assumss wholesale
product price stability, no impairmants to
Investrnants, and axcludes any

proceeds on the sale of buginesses
{including proceeda and adjustments in
relation to Sensis and C5L), the coat of
agquisitions and spectrum purchases,

Telstra has confirmed g fully franked
interim dividend of 14.5 cants per share.
Shares will trade excluding

antitlement to the dividend on 24 February
2014 with payment on 28 March 2014,

Z012/0860
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RESULTS ON A GUIDANCE BASIS*
|
|

Totalincome

EBITDA

* |ncomeand EBITDA growth ratas on a guidanca bagia have bewn adjustad for

FY14 MRA impacts,

Plaase rafer tothe guldance varsus raptrtad resulta reconcillationon page

% Low gingle dIgit growth

FY14 guidance

10).Thigregongillation forma partofthe Half-Yaar Results and Oparations

Rervidry, s hiave besan ravidwead by our auditors,

REPORTED RESULTS

The numbers and commentary In the
raaults and operationa review have baen
prapared on a continuing operations basis
unlggs otharwize noted,

Ir1 the flret half of financial year 2014 salea
revahug Increaaad by 3.6 per cent or $440
million to $12,564 milllon and total Incams
increasad by 4.1 per cent or $502 miillon to
$12,003 milllon,

Operating expenses (befora depreciation
and amortization) increasead by 2.1 per cant
or £155 million to $7.514 million.

Labour expensas incraazed by 5.4 per
cant to 52,367 million drivan by tha
cormblnation of increased staff numksrs
to support strategic growth and customer
sarvice nltlatives, timing of redundancy
activity, and salary anc wage Increases.
Redundancy expenges were highar

duga to our continued restructuring and
rationalization agtivities.

Qur directly variahle coats (DVCs) or goods
and servicas purchased Increaged by 5
par cant to $2,295 million due to costs
agsociated with the commancamant of
large NAS contracts.

QOther axpaneas cacraassd by 8.4 per

cart 1o $1,852 milllon driven by the logg
racognlaed on the ssls of TelstraClaar in
the prior corresponding perigd combinad -
with an gvarall dacrease in impairment
expenses. Thig was offser by a slight
increasa in gservica contract axpenss,

Earnlngs before Intarest, tax, depreciation
and amortizatlon (EBTOA) Increased by 70

H12013

par cant to 5,289 million. Earnings before
Interget and tax (EBIT) increased by 14.0 per
cant to 3,276 million.

Net finance costs increased by 2.7 per

cant to $490 million predominantly due to
the prior corregponding period including
interost ingomae of $61 mitlion on a tax
refund, Thig waz partly offset by a reduction
inour net everags interest cost which
raducad to 6.1 par cent in the currant
half-year from 6.4 par cent in the prior
corresponding period.

Profit for the pariod incraased by 19.6 per
cent to 31,981 million and basic éarnings
par shara (EFS) increased 18.7 per cent
from 13.0 cents to 15.5 cents,

Mt profit after tax from continuing and
discontinuad operations increassd by 8.7
par cant to $1,740 million. Basic EFS from
continuing and discantinued oparations
increased by 8.7 per cent from 12.6 canta to
13.7 cants.

Accrued capital expenditure was $1,814
million or 14.4 par cent of salss, Frae
cashflow of $1,650 million was gensratad
inthe currant period from cantlnulng and
discontinued operations.

On 18January 2014, we enterad Into an
agreamant to sell a 70 per cent stakein
Sansiz, The sale tarms exclude tha volce
=arvices business and include economis
benefits to Telstra from services it will
continue to provide to Sengio Group. In
accordance with accounting standardes, the
Sansis Group is disclosed as a discontinued
operation and the carrying valus of agzats
and llabilities of the Senaia Group, with

tha exceptlon of the cash balances which

Z1013/Q08¢Q

TOTAL INCOME (3M)

H2 2013 H1 2014

wara excluded from the sale agraement,
were clazsifiad as Hald for Sale as at 31
Dacember 2013,

On 20 Dacambaer 2013, we antarad into

an agrasment to sell our 76.4 par cant,
sharaholding in the Hong Kong based
robiles businezs, CEL New World

Mability Limited (C5L). In accordance with
aceounting standards, the carrying value
of the assats and liabilities of CSL, with tha
excaption of cash balances which will be
racovarad via the complstion adjustments,
ware clazsified as Held for Sale as at 31
Dacember 2013, Unlike the Sensis Group,
(5L does not meet the critaria to be
classified as a discontinusd oparation.

On 13 February 2014, tha Directars of
Telstra rasolved to pay a fully franked

final dividend of 14.5 sants par share, an
increasé of 3.6 par cent, Sharea will trads
excluding entltiornent to the dividend on 24
Fabruary 2014 with payment on 28 March
24,

PRODUCT PERFORMANCE

Fhxed

Telstra's fixed portfolio comprises fixed
voice, fixed data and other fixed revanua
which primarlly includes intercarriar
sarvices, payphones, cugtamer premlase
equipment and infrastructure accass
revenua from the NBN agreements. Our
ey priarities in the fixed portfolio are 1o
grow our fixed data businass, manage
tha decline in our voice business and
successfully transition customars to the
NBN.
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PRODUCT SALES REVENUE BREAKDOWN

Fixad data a%
Data & P 12% Other fixad 4%
Mobile 39%
KEY PRODUCT REVENUE PRODUCT PROFITABILITY
e EBITDA MARGINS®
Hi12014] H12013  Change
SRR 11| I A o o H22013  H12013
e aeaieeia e R e e T
Fixed 3,681 (8 Fivedvoleer |} ‘ 63%  62%
Mobile e 273 Fleddatarr _ @% 1%
Data &P 1.543 (28 Mat’nla 1/ 39% """""" 37%
NAS ot Data &P 85% 85%
International s remesesdMERIIGRRALe e I TS
B44 20.3
bualmsaas .................... * Thadata i this tabla includes minor adjuatments o histerlo numbers to
i . ratlact changes in product higrarchy
M Edla ............................. 500. (1 5) *¥ Marging exclude NBN voice/data products

Trends in our fixed business have
continued although there was a lower

rate of decline in voice revanua when
comparad to prior pariode, falling by 7.3
per ¢ant to $2,059 milllon. This has baan
driven by the introduction of new plans
and bundles. We again saw strong growth
in ratail fixed data with ravanua ingreasing
by 7.8 per cant to $928 million. Total fixed
data ravenus Incraased by 6.0 par centto
$1,000 millior. The growth in fixed data
and increased infrastructurs access
revanue from the NBN agraements slowad
the rate of decline in the fixed revenue
portfolio, which declined by 1.5 percent to
$3,626 million.

OQur fixed voice business continusd to
decline with the losa of 117,000 customers
in the half. Retail customer numbers
declined by 166,000 and wholesale
cuatomers ingraagad by 38,000. There are
now 7.7 millian fixad vaics services.

There has been continued growth In
bundled plans, such as our popular
Entartainer bundles, which include Foxtel
through T-Box®, with tha addition of
117,000 cugtomears In the half bringing the
total number of customers on a bundle

to 1.7 million. Retail fixed data services
grawth remainaed strong with tha addition
of 75,000 cugtornmars, In addltion to this
growth, retall flxed data average revanua
par usar (ARPU)} increased by 1.0 par cant
to $55.04,

Flxad voice EBITDA margins degreasead
to 61 per cent driven by revenue decline,
while fixad data increased to 42 par cent
due to ravenue grawth.

Moblle

Our strong perfgrmance in mobiles
continuad with the addition of 739,000
damestic retall customer services 1n the
half, taking our damestic retail moblla

4

o Other 1%

Fixad vc;ica 16%

customer base to 19.8 million, Growth
was strang across all mobile categories
with total moblla ravenua growing by 8.4
par cant or $294 million to $4,861 million.

Wa continue to invest In our 4G network
which now covers 85 per cant of the
population. Extended 4G coverage has
halpad us grow penatration of 4G davicas
and we hava now sold aver 4.1 million 4G
devices, comprialng 2.9 million handsets,
and over 400,000 each of dongles, wi-fi
hotspots and tablets. 26 per cent of our
handheld customers ars now on 43.

Fostpaid handheld reveriue grew 5.0 per
cant to $2,495 million. ARPU, excluding
tha impact of mobile repaymeant optiong
(MRQ), Increased 2.1 per cont dug to
incraaged data veaga. Including tha
impact of MRO, ARFU was down 0.1 par
cant at $68.81. There was strong growth
In prepald handheld revanug, ingreasing

Zl014/0860
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H2 2013

19.4 par cant to $419 million with an
increaze of 160,000 unique prepaid
handheld usara in the half. Thig was
driven by tha continuing popularity of
our Cap Encore plans, accounting for
approximately 89 par cent of prepaid
activations during the year, as wall

as increased data usage by prepald
cugtomers.

Growth was alao strong in the mobile
broadband category with the additlon of
102,000 customers in the half. Revéenue
graw by 11.8 par cant to $643 million as
our customears continue to axperlance
the benefits of wireless Internet access,
ARPU declined by 0.5 per cent to $29.60.

Machine ta machine (M2M) services
surpaszed thg ong milllon mark durlng
the half. M2M is a tachnology that
anahlas the transmizsion of data from
one machina to anothar machine.
Revenue In this product category grew by
6.8 per cent to $47 million,

Churn continues to be well managed at
10.6 per cent.

EBITDA margins remained steady at 39
percant.

Data and IP

Data and P revenus declinad by 2.9 par
cant or $45 milion to $1,498 million. IP
Accass revanue graw by 3.9 par cant to
#0581 million, howevar this was not enough
to offset the degline in ISDN and other
legacy data products. IP MAN services

H1 2014

growth continued with a 3.2 per cant
increase in the half bringing tha total
number of aervices to 32,000, Data and IP
EBITDA margine remained steady &t 65 per
cent.

Notwaork Applications and Services
(NAS)

We continue to build momenturm in the
NAS portfolio. NAS provides entarprise
and husiness customers with managed
netwaork sérvices Including cloud, sacurity
and communications services. We have
mada soma acquisitions to enhance

our capability in this area. For example,
our acqulsltion of the NSC Group has
made uz a lsading provider of unifiad
communications solutlons In Australla
and has strengthened our contact centre
technology sarvices,

There was strong revenue growth of 29,3
per cant to $821 mitlion. This growth was
drlven by ravanua from contracts signed
in previous years such as the gix year
Departrment of Defancea contract signad in
financial year 2013

Majar NAS categories had strong revanue
growth with unified communications
incraasing by 27.6 per cant and cloud
garviges ingreaging by 28.6 par cent.

Intarnational Businesses

Qur International buginesses graw
revenue by 8.3 per gent or $238 millian
to $1,083 million. This portfolio cornprises
the Hong Kong mohbila gervices business
(CSL), the Telatra Global business and our

H12013
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NAS REVENUE GROWTH

H2 2013 H112014

China digital media buginesses ingluding
Autahome,

C5L revenue grew by 275 par cent to $630
millian driven by strong customar growth
as wall as foraign exchange impacts. In
HK$ tarms CSL revenue grew by 13.3 per
cent to HK$4,506 million. On 20 Dacamber
2013 we announced that we had ertered
into an agrearnant to sall our 76.4 par
cant stake in CSLto HKT Limited. The sala,
which Iz subject to regulatory approvalin
Hong Kong and HKT and PCCW Limited
sacurity holder approval, would equate

to proceeds of approximataly $2 billion,
subjact to impacts of foreign currency and
cormpletion adjugtments, for our 76.4 par
cent interast,

Global Connectivity and NAS revenue

grew by 16.8 per cent to $323 million,

and in our China digital medla portfollo,
revenus increased by 78.1 per cant. Thia
in¢ludes Autohome which has establizhad
a atrong position in digital marketing in

the rapidly growing Chinese auto market,
On 11 Dacamber 2013, Autohome wae
ligted on the MNew York Stock Exchange. Our
ownarghip interest in Autohome is B6.4 par
ceant,

Medla

Madia product portfolio revenue daclined
by 1.8 per cent or 8 million to $492
million. This portfollg Includes our
domestic madla sarvicas and Sensls voice
sarvices. On 13 January 2014, wa enterad
into an agreement to sell a 7¢ per cent
stake In Sengis, Volee services including
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SEGMENT EBITDA CONTRIBUTION

PERATIONS

Tcntnl income

'H12013  Change H1 2013 c““"%:
; $m % Sm

e e AT pe e m mn s amm e g mmn s am—————— e [ . an ELL I RRR R LI RLLLILLL] ITTELI PR
Telstra Retait 3 7 675 3.9 Talstra Ratall : 4 320 6.3
........................... wrr— S ;
Global Entarprise and 2,463 3.2 Global Entarpriae and 1,480 (11.8)
__SEN‘WGES .‘SBNIGBS
Telstra Wholesala 1,052 2.6 ) Telatra Wholesala Ln w87 718
Talstra Gparatmns 66 Telstra Oparatiuns s -~ {1 .644)_ 44
Telatra Media Group 'S 4 597 __Talstra Media Group““ 5:\‘. ) 133(955)
Telstra Intarnatlonal Group " ..', GR2 Telatra Intarnatlonal Gl‘oup }f*{ 1d3 45,5
Othar i 306 Dthar ; (434) 21.7
Tutal'l‘alntra aagmantn 1: {;Em], 12,711 _ TotalTelatm uagrnanta

(i) Telstra international Group and Telatra Media Group do not slign to the
revanug gtatemant for ntarnatlonal businesses and Medla dus ta
differances in gur intarngl management reporting.

the 1234 and 12456 serviges arg part
of Telstra's cora telacom offering and
will continue to be oparated by Talstra.
There was a dacline of 17.3 per cent or
£9 million in the Sensis voice business
camparad to the prior corresponding
period.

TV revenue, which includes Premlum Pay
TV and IPTV, Incraasad by 4.5 par ¢ant to
$342 million. The growth in IPTY, namaly
T-Box sales and Foxtel on T-Box offerings,
was partially offsat by a slight dacline in
tha number of customars on the promium
service. Contant eervicas dectined by 13.8
per cant to $31 milllon due to tha decline
of traditional content products such as
ringtones.

SEGMENT PERFORMANCE

Woe report cur sagment infarmation

on tha sama bagis as our intarnal
imanagament raporting structurs a3 at
reporting data, Segmaent comparativas
reflect organisational changes that
have occurred since the prior raporting
pariod to pregent a like-for-lke view.
Commentary on tha performance of our
business segments follows, Commentary
iz provided basad on continying and
dlecontinued operations,

Talatra Retall
Talstra Ratail bnings togather our kay
retall-facing businesaes Iincluding Talstra

ther group.

FROM CONTINUING AND DISCONTINUED OPERATIONS

(i) Includes tha results of the Senals disposal group classiflad as hald for sals,
including a $100 million impairment on the remessuramert of the aeseta of

(iiiy Rectated figures also reflect organisational changes that have securred

curing the paripd

Congumar, Talatra Businass and Talstra
Health, and is responsible for providing
the full range of telecommunications
products, services and solutions to
congumer custorners and to Australia’s
amall to madium enterprisas, Talatra
Retailincorna grew by 3.9 par cent to
$7.976 million ang EBITDA ingreased by
b.3 per cont to §4,551 millign. Incoma
In our Congumer busineas unit grew by
5.0 per cent with strong performances
in both the mobile poatpaid and prepaid
categories, driven particularly by
ingroased data Usags, as wellasa 78
par cent Incroasas in fixed data revanue,
Telstra Business income grew by 0.9
per cent, with continued strong growth
in the NAS portfolio which grew by 40.2
per cent, and 6.9 per pent growth in fixed
data. Talstra Health contributad income
of $13 million in its first half year.

Global Enterpriae and Services

(lobal Enterprize and Servicas (GES)
supports buginess and govarnmant
customars in Australia and globally, It
also provides industry, product, technical
support and contract management for
the advanged technology solutions sold
to thege customers. It bringa togather
Telstra Enterprige and Governmeant (TEG),
Network Application Servicas (including
costs associated with tha Talstra Retail
buginess), and Talstra Global. GES incoma
growth of 3.2 par cent was undarplnnad

8

by NAS revenue growth of 26.9 par cant
within TEG which wag partlally offset

by weakar moblle and IP& Data TEG
revanues. EBITDA decreased by 11.9 par
cent to $1,286 million due to the dacline
in mobile and IP & data revanues as
woll a2 investment In NAS on the skills,
processas and tools to support tha NAS
bage business growth, the on-boarding
and management of major new clients, ag
wall ag agquisition integration costs,

Tolstra Wholesale

Our Wholesale Income grew by 9.8 par cent
to $1,165 million. This was largely driven
by NBN Infrastructure and intercarriar
gervices rovenue which wag offsatin

part by the (mpact of lowar fixad uzage
and mobila roaming. We saw continuad
carrier migration from Line Spactrum
Sharing (L33) to Unconditionad Lacal
Loop (ULL) services (LSS services daclined
by 17,000 while ULL services grew by
78,000 for the half). External expensas
incrassed by 33.3 per cent largely duato
an increase in our doubtful debt provision
and increased natwork outpaymeants to
Telstra International, EBITDA contribution
incraased by 7.8 per cent to $1,043 million.

Tolstra Madla Group

The Telstra Madia Group (TMG) includes
the Sengls domeetic directorles buginess
of Yellow Pages® and White Pages®
print and digital, Wherais®, location and
navigation servicas, TruaLogal, the Foxtel

iZ101e/Q89Q




rezellar products including pramium
Pay TV, Foxtal on T-Box® and Foxtel on
Mobile, tha supply of HFC cable services
to Foxtsl, and Digital Contant Servicas
including AFL, NRL, and the MOG musle
sarvica. EBITDA daclinad 88.5 per cent
comparad ta the prior period. Excluding
a $100 million impalrment expenge
relatad to the sals of a 70 par cent stake
In Sangis, the decline in EBITDA of 23.3
par cent was largely due to the decline
in Senats EBITDA as traditional print
customers continue to migrate to digital
offarings,

Telatra Intornational Group

The Telstra International Group (TIG)
gegment experiancad incoms growth
of 35,6 per cent to $762 million while
EBITDA contrlbution grew by 45.6 per
cont to $208 million. Thie segment
comprises 5L and our China digltal
media portfolio. As previously noted
we have anterad into an agraement to
sell C5L. Further commantary on the
performance of thasea businesases is
[rovided within the International product
parformance section on page 4.

Other

Qur Qthar category includes the costs of
our ¢arporats centre functions as well a8
paymenta racelvad under certain NBN
agreamants, impairmants, adjustrnents
to our employes provigions for bend rate
movements and short term incentivas,
and redundancy expanges for the parent
entity. The results of our New Zealand
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(*) FTE - full tirme: staff and equivalents

subsidiary TalstraClear, which was sold
In October 2012, are also included In the
Other catagory comparatives, The logs
rasulting from the sale of TelstraClear
rapresents the major movemant in the
Qther segment comparad with the prlor
period,

EXPENSE PERFORMANCE

Labour
Total labour expenass Increasad by 5.4

percent or $121 mililon t3 $2,367 million.

Our total full time staff and equivalents
increased from the prior period by 688
to 32 B8E. This Increase was mainly to
support growth in our NAS portfolio and
NBN related activity, Offsatting this
wae an accelaration of our restructuring
programs acroas Telstra Operations.

Qur salary and associatad costs
increased by 3.8 per cent or $62 million
to $1,706 mitllan, Thig includes the
impact of an increased headcount, and
salary and wage increases which also
incorporated the change In the statutory
superannuation contribution. This was
partially offsat by favourable bond rate
movements impacting our long service
leave and worker's compansgation
provigions.

Redundancy expenses Inareased by 65.8
per cent or $50 million to $126 milllon
a8 & result of continued restructuring ta
support & changing product and gervice
mix, and simplification of our business,

Goods and services purchased

Gonds and services purchazed increasad
by 5.1 per cant or $160 million to $3,296
milllan. An Increase in cost of goods sold
and other goods and servicas purchased
wag offset by a small decrease in network
payments.

Cost of goods sold COGS) (which includes
mobile handsets, tablats, dongles, fixed
ard digital products) increased by 6.7 par
sant or $81 millien to $1,500 millian. The
main driver of thig increase was hardwarg
purchased to support MAS business
growth. Dornestic postpaid mobile COGS
wers lower, offsat by Hong Kong mabile
COGS which were iImpacted by higher
smartphone unit rates. Propaid COGS
wera higher, driven by handsst and tablet
volumes.

Other goods and services purchased
increazad by 10.4 per cent of $86 million
t0 $913 million to support grawth in some
af our large NAS contracts.

Network payments decreased slightly by
0.8 percent or $7 milllon to $882 million,
The radugtion was mainty attributable to
our @xit of the 36IS Joint Ventura in fiscal
2013 and continued lower payments

to overseas carrlers, Aredyation [nthe
mobile tarminating access (MTA) rate
(frorm 6,0 cants to 4.8 cents par minute
inJanuary 2013) resulted in continued
savings, however thie waa offgat by an
incraaza in the valurna of SM3/MMS
traffig,
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SUMMARY STATEMENT OF CASH FLOWS *

Net cazh provided by operating activities i

Nat cash uzed in Investing activitios b

Fras cashflow

Mat cash used in financing activities

Net Increase In cash and cash equivalents

H12013 Change

$m %
4 oA 144
g e ses
| 2155 (23
(R
| G258 o7

* Relates to cdah flows for continuing end discontinued operationa, Refer ko Statament of
Cash Flows for cash flows in relation o our discontinued operation,

Othar axpanaes

Total othar expanses decreased by 6.4
per cant or $126 million to $1,862 million,
This decrease was driven by lower other
operating expanses and Impalrment but
offgat alightly by service contracts and
agreaments.

Other opsrating axpengss decreased by
0.1 per cent or $104 million to $1,044
million, mainly due to tha complation of
our sale of TelstraClear on 31 October
2012 which resuitad in a logs on gale

of $127 million. Thia wag offaet by an
incraage in our lght and power costs
driven by our 4G roll out and higher
proparty rental coats dua to additional
CSL sites in Hong Kong.

Impatrrment and diminution expenses
decreased by 14.5 per cent or $25 million
to $148 million.

Service contracta and agrasmants
increased slightly by 0.5 per cent or $3
million to $660 million, 85 we continue

to grow our cloud sarvices capability to
accommedats our dedicated hosting
services and utilise additlonal extarnal
expartise to support our contract with the
Departmant of Dafence.

Finance costs

Net finance costs increased by 2.7 per
cant or $13 million due to a $61 million
decreasa in finance incoma (the prior
pariod included $81 milllan Interast on
tax refunds) and a $26 million reduction
in capitalised interast; offset by a $44

millian decreass in hadging flnanca
costs and a $24 million reduction in net
borrowing costs.

The raduction in net borrowlng costs (g
pradominantly due to a reduction in the
net average intarest rate. The average
nat interest rate during the six months

to 31 December 2013 was 8.1 par cent
comparad to 6.4 per cant in the prior half
year period. This reduction arosa through
a combination of a reduction in market
base rates, ragulting in lowar costs an the
floating rate debt component of our deft
portfolio, and from re-financing at lower
ratas.

FINANCIAL POSITION

Capltal sxpanditure and cash flow

Qur accrued capital expenditure
decreased by 2.1 per centto $1,814
rmillion. This continues to bein line with
our capex to zales guidance of around 15
par cant for tha full yaar. This investmant
has anabled us to mast ongoing
oustomer damand from the growth in our
customer base, continuing inveatment

in growth areas such ag Network Access
Sarvicas and cloud services, support

the accelarated rollout of mobila 4G, as
well ag intarnat and content dallivary
infrastructure platforms and meet
ongaing dalivery of NBN commitments.
Wa continued to invaat in axpanding our
4G qoverage footprint to aover 85 per cant
of the Australian population. We added
1,500 sites to our 43 footprint, bringing
the cumulative total to 3,600 403 sites.

8

Wa axpact to invest approximataly $1.2
billion In moblles capital expendlture thiz
tinancial yaar which is consigtent with
investment in the prior year.

In addition to the $1,814 million of
accrued capital expenditure, we invested
$226 million acquiring capability to
sUpporL strategic growth businasses,
Thasa acgulsitions were rmade acroas
the NAS, Telstra Health and Global
Applications and Platforms (GAP)
porifolios.

Fayment for acquisition of mobile spec-
trum licences in the 700MHz and 2.6GHz
bands is to ba mada in Saptambar 201 4.

Fraa cashflow gansrated from operating
and investing sctivitios was $1,650
millicn representing a decline of 23.4
per cant. The prior period included cash
proceeds from the sale of Telatra Clear
of $671 million whila asqulaitions thia
yaar have resultad In cash outflows of
$170 million. Excluding TelstraClear zale
proceeds, frae cashflow has increased
by 11.2 par cant, Cash from operating
activitlas has increased pradaminantly
dus to higher mability recelpts and lower
tax payments, partly offzet by higher cash
capital expanditure and lowar interast
regeived included within gash from
investing activitlea,

Dabt position

Qur grosa debt poaition at 31 December
2013 was $16,328 milllon, an Incraase
of $700 million from 30June 2013. The
increasa reflacts nat borrowings of $434

Z1013/Q6¢0
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FINANCIAL SETTINGS

i

Ty

FY14 Targst
Zong
::.:il:clng"* 15— 1.6x "Current assats o ’
----------------------------- [P1T9m 11T rrmpe e mme e Non currant ﬂSEBtB "' ¥
Searing® Ly SO%RT0% - rygaseats
Interest S7x Current Uabllties
coverth R I e s

(I} Dabtaervicing ratlo equals net dabt to EBITOA

(I} Gearing ratip equals net debt to net debt plus total equity .

(iii) Intareat cover squala EBITDA to netintarest

milllam, non-cash revaluation impacts of
$136 million &nd finance lease additions
of $70 million.

During the half year wa made repaymaents
of #6086 million comprising long tarm
debt maturitias of $664 million and
finance lease repayments of $42 million.
Debt issuancas included a domestle
bond iasue with net procesds of $408
miilion and net izguanca of zhort term
debt of $602 million, Tha domastic bond
issue was uagd to re-financa maturing
domestic debt.

Net dabt at the end of the half was
$13,873 mlllion, an incraase of §724
milllor from the prior year. This movement
reflacts tha increase in gross debt of $700
million and a raduction in cash and cash
gquivalants of $24 million. Our net dabt
goarlng ratlo (et debt to capitalisation)
at 31 Dacamber 2013 of 51.4 par cent
was comparable to the gearing ratio at 30
June 2013 of 50.G per cent and is within
our target range for net dabt gearing,

Statamant of Financlal Pogition

Qur balance aheot remaing in a strong
position with net asseta of $13,117
million.

Currant assets Increased by 33.5 per
cent to $10,580 milllon predomlinantly
dua to tha recla=zsification of Sensia
and CSLaccounts to Held for Sala. The
decling in trada and othar receivables
can alzo largaly be attributed to

this reclassification. Tax receivables
dacraased dye to the receipt of tax

iZ101a/Q89

SUMMARY STATEMENT OF FINANCIAL POSITION

Nun currant llabllltlea {

Nat assats

Tutal aqmty SR

amandmaent refunds. Prapayrmenta
increased due to payments ta major
ITvandars for software support and
maintenancs.

Non eurrent agsets dacreased by 4.7 par
centta $29,181 million. Property, plant
and equipment declined as ongoing
depreciation and retiramente exceadead
tha lavel of additions. Intangible agsets
decreased largely dus 10 the transfer

of goodwill balances in Sengis and C3L
to Az=ets Held for Sale accountand a
portign of Sansis goodwill now recognised
as an Impalrment loss. Derivative assets
increased malnly due to net foraign
currency and othar valuation impacts
ariging from measuring to falr valve, Our
definad henafit assets increase was
drivan by actuarial gains in Telstra Super
and araployar contributions paid.

Currant liabilities increased by 23.8 per
cent to $9,294 million. Trade and ather
payables decreased primarily as a result
of lower capital and labour accruals,

and decling in tracle creditors driven by a
lowar value of invoices awalting payment.
Tha Ingreags in currant borrowings and
darivative liabilities reflacts borrowings
that will mature within the next 12
months, net fareign currency movermnsants
and gther valuation impacts arising

from measuring to fair value. Liabilities
classified as held for sale increased dua
to tha raclassification of Sensis and CSL.

Non current llabllities decreased by 4.3
per cent to $17.350 million. Mon current
harrowings increased due to a domestle

9

Total llabllltlaa

30.Jun 13 Change
$m %
"""""" 7908 339
18 130“ .
Comesz 3@

bond iasua during the pariod, foraign
currengy movamants and valuation
impacts partly offzet by reclassification
to current borrowings. The decrease

in darivative liabilitias was due to
reclassification to current for maturities
within the next 12 months, and alzo
includes forelgn currency and other
valuation impacts ariging from measuring
to fair value, Deferred tax liability
increased dua to racognition of the Talstra
Super daflned benaflt surplus assat
offsat by tha reclassification of defarred
tax liabilities relating to CSL and Sansig
a5 Held for Sale liabilities.
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HALF-YEAR RESULTS
AND OPERATIONS REVIEW

31 DECEMBER 2013

TELSTRA INDICATIVE FINANCIAL CALENDAR 201 4*

In ling with the proposed changas 1o the ASX Timetablaes, which are dua to apply from
14 April 2014, the Ex-Date for the final dividend has been revised down from five business
days to three busineszs days.

“EVENT lndlcatlvoASXdatqs o
Half-yaar raaulta annou ncamant Thursday 13 Febru ary 20 1 n

“E"'d'""def‘d Shﬂfa trﬂding commances Monday 24 Fabruary 20 1 4 '

| Hecord data fﬂl‘ Interlm dlwdend Friday ZB Fabruary 201 4 s
Interim di dlwdand paid ity 28 March 201 ; -
Annual Re Reaults aﬂnﬂun-t;‘-;-mant "mm”m-w-m-""Thursday 14 August 20{ 4 T
"Ex-dlwdend shara tradlng comm;ncas Wednasday 27 August 201 :!,** T
"F?acurd data fnr flnaldlwdand Frlday 29 August 2014
Final di d""dﬂnd Dﬂld Friday 26 Septomber 201 4
"Annual GB"E"E“ Meetlng -'-'----‘---‘----'-'--.............,TUBSday 14 Octubar 201?

*  Timeaof avents may be subjact te change. Any change will ba notlfiad (o the Australian Sacurities Commiasian
** Ravigsed to reflact proposed changes to tha ASX timatables, dua to apply from 14 April 2014,

11
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TELSTRA CORPORATION LIMITED
AND CONTROLLED ENTITIES

Augtralian Busineas Number (ABN): 33051 775 556
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INCOME
STATEMENT

FOR THE HALF-YEAR ENDED 31 DECEMBER 2013

Telatra Group
Half-year ended
31 Decomber
;-7 -" Restated
. 2013, 202
Nota " dm $m
Continulng operatlons L
Income S o
Revenue (excluding financaingome), . .. v e et c i i e e 12,828 1 12191
T =T T ) 77 110
L 12,808 0 12,301
Expenaes PREINAY
T .. 2,387 2,248
Goodsandservicespurchagad . . . ... ... oo e e . 8,205 3,136
OERBEBXDANEEE . - . - . o\ ot ettt e s h e s e e e et ey ¢ 0,852 1,978
Yo 1,814 7,369
Earnings befors interast, income tax expenas, dapreciation and amortisation (EBITOA) . . .. ... ... .. : l E.HB 4,842
Dapraclation and Amrtloation . . . . e e L iER 2,066
Earnings bafore interest and income taxexpenze (EBIT) . . ... . ... o oo oo o Y 3278 ¢ 2,874
FINARGEINGOME .« . . . .ttt ia et et e s s te e e e s ‘HB . 145
FIMANCE GOBEE. o« & . vt v v et in s ettt a e ey 6 .. 558 622
R R R Ta T = 1= R A .., . HR0 477
Profit Defore INCOMO tAX GXPAINEE - . . . . . . . . v s sne e inan et vnenns e "",E,“éi’.‘fq‘ﬁti 2,397
INCOMB EAX BMDBNED « « + 2 v v v v e v vt e v s b a s s a e s e a e e rm e e e s * g2’ 768
Profit for the parlod from continuing operations . . . ......... e e S 1.931x 1,839
L RN
Discontinuad operation e
(Loss) for the period from digoontinuedoperation . . ... ... .. .o s i i e 9 22 (53)
Profit for the perlod from continuing and dlacontinued operations . . . ... ..... ... ... A L I 1,580
Attributable to v ‘
Equity holders of Telatra Entity . . .. . . L. 1104 1,580
Non-controling intarasta . .. ... i i e a ey K 26
L 1,740 1,586
Earninga per ahare from continulng oparations (cants par shara) o ) .ééni'_a: cante
= - o ., 6.6 13.0
] LT -1 N 13.0
Earnlnga per share (canta par ahare) 2 ;
T AT, 12,9
01T« S 1ag 12.6

The notes following the half-year financial staternents form part of the half-year financial report.

@Z1023/0689
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STATEMENT OF
COMPREHENSIVE INCOME

FOR THE HALF-YEAR ENDED 31 DECEMBER 2013

Telatra Group
Half-year sndad
31 Decomber
..., Restatad
2013: 2012
Note _§m: $m
Profit for the parlad from ¢continuing and discontinued operations :
Attributabla to equity holdersof TelstraEntity . . .. ... .. o r i e e o 1,704, 1,560
Attributable to nen-controllinginteresta. . . ... oo L s i e 36 26
. LW 1586
Itema that will not be reclassiflad subsaquently to the Income atatemant
Retained profits; |
- actuarial gain on deflned bensfit plans attributable to equity holders of Telstra Entlity . . . . .. . - . . . - L 280
- income tax on actuarial gain ondefined benefitplans .. ... ... .. ... L L o L, -~ (B8}, (82)
- actuarial galn on defined bensfit plans attributable to non-controlling interests. . .. .. ... . ... .. v Y 1
: 202 | 168
Itama that may ba raclasslfled subsaguently to the income statement
Fareign currency translation resarve: ‘
- tranglation differancas of foraign aperations attributabla to equity holders of TelstraEntity ... .. ... 61 (17}
- income tax an movements in the foreign currency translatlonreserve ... .. . ool . 8. 2
- translation differences transferred to the incomea statement on disposal of controlled entities . . ... . PR 112
- incoma tay on translation diffarances transferred to the income statarment on disposal of controllad .
T o= 18
- translation differences of foreign oparations attributable to non-controlling intarests . . .. ... ... .. ) 10 . ()
Casgh flow hedging reserve: K :
-changesinfairvaluaof cashflowhedges . . ... .. ... ... .. ... ... ..... e G 411 (76)
- changes In falr value transfarred to OthBr BXPBMEEE « . . v v . . vt v ittt va e st e ey . fBﬁ'ﬂ : {26)
- changeg in fair value transferred to goods and servicespurchased . ... ... .. .. ... ... AN 9
= changas in falr velue transferred to finaNCeCOStS . . . . ... . i e e e . 108 M4
- income tax on movements in the cash flow hedgingreserve, .. .. ... o o o e s | {8)
) 26
Total other camprahensivalneome , . . .. ... ... ....c00vn.. e e e e 264 324
Total comprehenslve Incomeforthapearlod . . .. . . .. .. 0ttt it i i et it e e KT 1810
—_——
Total comprahanaive ingome attributable to equity holdars of Talatra Entity. . . ... .. .. ... ... .. .. - 1,047 1,886
Total comprehensive incoma attributable to nen-controlling interests , . . . ... ... ... .. e Y 7 24

The notes followIng the half-yaar flnanclal statemants form part of the half-year financlal report,

Tallen Corporalion Limited and sontralied entilles Telaira Hall-Year Financlal Repori 2014 3
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STATEMENT OF
FINANCIAL POSITION

AS AT 31 DECEMBER 2013

Talatra Group
As at

" ANMDec’ 30June
©o 2013 2013
Mota . ‘$m . $m

Currant aassta o
Cashandcashequivalants . ... .. ... . e i 5 -2;&5551 2,479
Trade and other recaivablBE . . . . . . .. .. e e © 6,268 4,657
D= 1o L T L 431
Darivative financlal 888088, . . . . . . ot i e e e e e o 92 43
CLrTeNttAX FACRIVADLBE . . . . . v v .ttt i st e e e e o e 79
T Y1111 Lo 427 34
Asgots classified a2 hald FOr SAB. . . . . .. . L\t it e g v zeby -
Total GUMTENE ASBETS . . v v v v e i s e e e e i i s 10,580 ¢ 7,903

Non currant assota Pty
Trade and othar reCaiVADLBE . . . o . v v v v v v s e e sttt rr e e et - B4B’ 943
T T -1 27
Investmants - agceountad forusing theequitymathod ... oo oo e oo L 18 10
IMVEBEMIBIEE - OEEE + L v v v v vttt e e e e e e e e PR - I 38
Property, plant and @quipmant . . . . . L. L. L e e e L119,088 20,326
INEAngibla@amels, . o o . v v e e e e Tt 8420 ! B,202
Darivative flnancial assets. . . .. . . o v v i a s - 1,478 1,082
Deforred tAX @SSAES . . - . . . . . i e e S B 5
Defined BBNEft ASEEES . . o oo e it e e e e 7. a2 3
TOt Al AON U BB . L . . . i e o e e e e e 29,181 © 30,624
TotalBsaaks . . . . . v v v v it s i e E e A e e . 39,761 ' 36,527

Currant Liablitles T
Trade and other paYEDIEE . . .. 0. vt i i e e e e e © 3,442 4 4,241
N e © T Be2 218
BOMTOWINEE .« o o o vttt e e it a e s s e e e ' 2,228 751
Darivativa financialliabilities . . . . . ... o i i s D403 44
T L Y i 437 444,
Revenue receivad INAVANCE . . . . v v et v i i sttt r b a s e e e e e R < C 1,124
Liabilities clagsifiedas held foraale. . . ... . oo o o e e e =] . Bl -
Totalcurrentlabilities . . . . ... i i i i e e e e R 7 522

Non currant liabilities L
Otharpayablds . . . . . .. e e L 163
PIOVISIONE « ¢ v v v vt et v e e e e e e e e e e e e e e e o266 276
BOMOWIFIES + o v v v v v e vn oo o e . &&70 ' 14,313
Darivativa financiat labilities . . . . .. oot i i e e e Lo "'_' ’_800 ‘ 1,825
Daferred tax liabilitios .. ... .. . o e e ~ 1,368 1,330
Daflmed benafit liability. - - . . ... i e e 7 Ul 42
Revenue recaived iNAAVENGE . . . . . ...t ot it i s h e i e L 381
Totalnoncurrentlablltles . . ... .. ..o i e e e e e ~17,360© 18,130
Totalllabliitles . . . ... .. ... ......c0 i recennn e e e s e 126,844 . 250652
Netasesta. . ............ et e e s e e s 13,117, 12,876

Equity Ce N
BharBCAPItAL . . . o . i i e e e e e e s ., 5,688 | 8,711
REBBIVEB . . o\ vt e i vt n et e e ... . (G04)! (619)
Retainad Profits . . . . o ittt e e e e e e 1 EE2 7.518
Equity available to Telstra Entity sharsholders . .. ... . 0 o oot i i s Az.e 126N
Nom=controlling INtaraats . . . . . .. . e e e 301 264
Totalequity . .. . ........ ... 0t S it e e 13,117 °~ 12,87E

The nates following the half-year financial statements form part of the half-year financlal report.

@Z1025/0689
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STATEMENT OF
CASH FLOWS

FOR THE HALF-YEAR ENDED 31 DECEMBER 2013

Tolotra Group
Half-ysar snded
31 Decamber
© 2013 2012

Nots '. ™ Sm’ Fm
Cash flowa from operating activitice - -i
Recaipts fram customers (inclusive of goods and servicea tax (@5T)) . . . .. oo oo v v e v i ' 14,&1&6 . 14,088
Paymants to suppllers and to employess (nelusive of GST) . . . . .. oot et i e e e o {10,088): (9,977
Governmant grante recaived . . . . . L. L e e . 138 65
Netcash generatad by Operationg . . . . v v v vt st e 4,486 | 4,176
Incometaxes paid . . . . . . .. i {731) (A95)
Net cash provided by operatingactivitlea . . . . . . . . . ... ... ... . . . ... Y 3,281
Cauh flows from Investing activities
Payments for; L
- property, plantand equipmBnt . . . . . L L e - (1,813) (1,617)
T L. lase)’ (483)
Capital expanditura (pafore investmants) . . .. . .. .. ... .. .. .. ... ... iaia i T (2,068);  (2,000)
- shares in controlled entities (netof cashacquired) .. ... ... 0 i i e 5 . '(113) | ()
- paymEnts For Gther IMVEBEMEITSE . . .\ vttt e et v e e e e . {sB) (4)
Totalcapital expendifUre. . . . . . .. u e e e i e -(2,237): 2.009
Praceeds from: T
- sale of proparty, plant and equipment . . . . . L L L. %2 30
- sale of shares in controlled entities (net of cash disposed). . ... ... .. oo ve e 5 - 671
Proceads from finance lease princlpal amounts . . . . ..ot s i e e e e e e 48 M
Loans to jointly controlled and agsociated antitios . . . o . . .. .. L e - (1
Intarastraceived . . .. .. . e e e e e 42 103
SBettlemant of nedgas in NBLINVABLMENTS . . ... . .. . i e e .. (24) (7)
Invastments in financial INstrumenEs . . . oo vt e e e e (&) -
Dividendarecaivad, . ... . . . e e e e e o 1
Distributions received from Foxtal PAFENBISHIE. . .« . . . o . . ot it e e ittt ) 55
NetcashusedininvestingactIvitlos . . . .. .. . . ittt it et i b an e ns i (2,104); (1,126)
Operating cash flows lass inveatingeashflowa , . . . . .. ...... . ... oo iiin oo . 1,880 ° 2,155
Gash flows fram flnancing activitisa R
Proceads from DOrmOWINES. . . . v vttt st et e e e e e e CN100] 806
REPAYIANT OF BOMOWIIEE « -+« « v o v o v e e e et e e e et e e e ettt e e e (584)  (2,004)
Repayment of finance leaze principal amount&. . . . . . . . .. ... .. ... e e T (42) 79)
Proceeds from sale and finance lease backtranaactions . . .......... ... o e I 52
Sraff repayments of share l0anga . . . . . ... .. L e S 2
Furchase of shares foramployseshare plans. . .. . ... 0 o i it v i e b e e o, B, -
Proceads receivad from exarcise of equity INSEPUMBNES. . . . . ... .. et o e - 24, -
FINANCE Costs Paid. . . . oL . e e e e e e (a79) (B34)
lasue of squity by controlled entities . . . .. . .. e e e ] 0180 -
Paymant for share buy-back of non-controllinginterests . . . ... ... .. ... .. ... . T -
Dividands pald to aquity holdersof Talatra Entity. . .. .o ot i e e e e e 3 {1,742},  (1,730)
Dividends paid to non-controlling INkerests . . o . . . . .. .. ... ... C(22). (15)
Mot cashusedInflnancingactivitles . . . .. . ... ... ... .ttt enns {1,698} (3,511
Mot (decreasa)incashandcasheguivalents . . . .. ... .. v v vttt i i e nnnnnnnnnens (48} (1.366)
Cash and cash equivalente at the beginning oftheperiod . . . .. ... o o oo e e e 2479 3,845
Effactz of exchange rata changes oncagh and ceshaquivalents. .. . ... .. ... . o it nann 1 F (4)
Cash and cash equivalenta attheendoftheperlod . .................. ... T N - . 2,585

Tha notas following the half-year financial statements form part of the half-year financial report.

Telatra Corpomtiion Limiled and contralted entiles Tealsirs Half-Yaor Financlal Repon 2014 8
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FOR THE HALF-YEAR ENDED 31 DECEMBER 2013
Telatra Graup
Ravarves

Farelgn

currency Non-

transla- Cashflow Genaral controll-

Sharo tion hedging reserve Retalned Ing Total
capltal (a) (L) (<) profits Total Interests  aqulty
$m $m $m gm $m tm $m $m

Balancoat1July2013. ....... 5711 (499) (92) (28) 7,619 12,611 264 12,478
Prafitforthaperiod . . ...... ... Do e et el e 7060 704 38 740,
Other comprehensive income. . . . . e T e g QB e B0 DA L 9BA
Total comprehensgive incoma for the S R AT P T A N g
parion. . ... ! \ ‘ S VBB QAT T 1,904
Dividends . ................ r o b Lm0 (1,742) 8¢ (1,742), 0 (22) 0 - (1,7848)
Changes in non-cantrolling Intsreste {(d) "+ = -~ - BEREEE IR BT ' 22
Amountz repaid on share loans EDREAR . : Pt T R T N AN S IR
providad to employeas . .. ... ... R [ - - - 1 K
Additional shares purchased . . . . . {61) " : S e . ‘(81 © (e
Exarcige of employaa share options . 2% - - - Pl - Tera oo 2B
Shars besed payments. . .. .. ... B R R A P N LA E S ;22 v Tyl
Balance at31 Dacember2013 ... . ' 5,808 (432 .. (117). ~(18)-. - 7,482 ' -12,818 0 301 13,117
Balanceat 1July2012. .. ..... B,635 (751) {=p4] (29) 6,712 11,480 709 11,689
Proflt for the perlod (restated) . . . . - - - - 1,860 1,560 26 1,586
Othar eomprehensive Incoms (restatad) - 116 13 - 198 326 (2) 324
Total comprehensiva incoma for the
pariod. . . ..l e e - 115 13 - 1,768 1,886 24 1,810
Dividanda ................. - - - - (1,738) {1,739) {(19) (1,754)
Amgountsa rapaid on shara lpans
provided to employeaz . .. ... ... 2 - - - - 2 - i
Share based payments. ... ... .. 21 - - - - 21 3 24
Balanca at 31 December 2012 . . . 668 (636) (74) (78) 8,731 11,660 221 11,871

Tha notas following the half-year financial statements form part of the hatlf-ysar financial report.

(a) The foreign currency translation reserve is used to record
exchange differances arlging from the converslon of the non-
Augtralian controllad gntitias' financial statemants into
Australian dotlars. Thig reserva 18 aleo uged to record our
percentage shara of exchange diffarancas arising from aquity
accounting our non-Augtralian investments in jointly controlled
and asgociated entlties,

(b) The cash flow hadging reserva represents the effactive portion
of gains or lpsses on remeasuring the fair valua of hedge
instruments, whera s hedge qualifias for hedge ascounting. These
galna of losges ara transferrad to tha incoma statement when the
hedged itam affects income, or in the casa of forecast
trangactions, are Included in the measurement of the initial cost
of proparty, plant and equipment ar inventory, Refer to note & for
further details.

{¢) Tha genaral raserve represents other items wa hava taken
diractly to aguity.

] Telsira Half-Yaar Financial Repart 2014

{cl) During the pariod wa acquired the minerity interests of the
Octave Group and we dacrgasad our ownearship of Autohome [ne.
from 66.0 per cent at 30 Juna 2013 to 656.4 per cent at 31
Dacamber 2013, via share buy-back and subsaguent [nitlal publlc
offering {IP0). Naither of thesa transactions resulted in a change
of comtrol. Changes in vatuation of non-contralling interests
resulting from these trangactlons are recorded in the ganeral
ragerve, Refar to note & for further details.

Talstra Corparatton Limiled and conlrolled enlllea
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NOTES TO THE
FINANCIAL STATEMENTS

1. BASIS OF PREPARATION

In this financial report, we, ug, our, Telatra, the Talstra Group and
the Group - all mean Telgtra Corporation Limited, an Australian
corporation and its controlled antitles as & whole. Talstra Entity Is
the lagal entity, Talstra Carporation Limited. Telstra Entity, the
Company, is a company limited by shares incorporated in
Australia whose shares are publicly traded on the Australian
Sgourities Exchange.

Qur half-year financlal report is a condensad general purpose
financial report and is to be read in conjunction with our Anaual
Financlal Report as at 30 Juna 2013. This shauld alze be read
together with any public announcernents made by us in
accordance with the continuous dieclosurs obligatlons arlsing
under Austrelian Sequrities Exchange tisting rules and the
Corporations Act 2001, uptothe date of the Directors’ Daclaration,

1.1 Bualw of preparation of the half-year financlal report

Thig half-year financlal report has bean prepared by a far-profit
antity, in accordance with tha requirements of the Corporations
Act 2001 and AASB 134: “Interlm Financlal Reporting” lssued by
tha Australisn Accounting Standards Board.

Our half-year financial report doss not include all notes normally
included in the Annual Financial Report. Tharefore, it cannot be
expectad to provide as full en understanding of the Income
statamant, financial position and cash flows of the Telstra Group
as tha full financial report.

Both the functional and presentation currency of tha Telstra Entity
and Its Australlan controlled entities Is Australlan dollars. The
functional currancy of cartain non-Australian controllad antities is
not Australlan dollars. As such, the rasults of thase entities ara
translated to Australlan dollarg for presentation in tha Talstra
Group financial report,

This half-year financial report is prepared in accordance with
histarical coat, except for soms categorisa of invastments and
soma financial instrumants which ara recorded at fair value. Cost
is the fair value of the consideration given in exchange for net
asgets acquirad.

In preparing this half-year financial report, wa are required to
make judgements and estimates that impact:

+ income and expanges for the half-year:

» the reported amountz of assets and liabilities; and

+ tha digclosure of off balance sheet arrangements, including
contingent assets and contingent liabilities.

Wa continually evaluata our judgements and estimates. We basa
our judgemantsa and estimates on higtorical experience, varloua
other assumptions we believa to ba reasonable undar the
circumnstances and, where appropriate, prectices adopted by
international telecommunication companies, Actual results may
differ from our astimatas.

For the purpose of praparing this half-year financial report, 8ach
half-year has been treated ay a discrate reporting period.

Talatra Corporation Umived and conirolled antltlea
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1,2 Clarifloation of terminelogy used In our Income atatemant

Undar the requiremants of AASE 101: "Fresentation of Financial
Stataments”, wa must classify all of our expenses (apart from any
finance costs and our share of net profit/loss from jolntly
controlled and assoclated entlties) according to alther the naturs
{typa) of the axpense or the function {activity to which the expense
relates}, Wa have chosen to ¢lassify ourexpanses using the nature
claggification ag it morae accurately reflacts the type of operations
wa undartake.

Earnings befare intarest, income tax axpangs, depraciation and
amortisation (EBITDA) reflacts our profit for the pariod priar to
including tha affact of net finance costs, income taxas,
depreciation and amortigatien. Depraciation and amortlgation are
caleulated in accordance with AASE 116: “Property, Plant and
Equipmant” and AASE 138: “Intangible Assats” respectively, We
belleve that EBITDA ig a relevant and useful financial measure
uzad by management to measure the company's oparating
performanca.

Our management useg EBITDA and earnings before interest and
incomea tax expensga (EBIT), in combination with other financial
maeasures, primarily to evaluate the Cormpany's oparating
parformance before finanging, income tax and non-cash capital
ralatad expanses. In addition, we believe EBITDA is usaful to
investors because analysts and other rmembars of the Investment
community largaly view EBITDA as a key and widely recognised
measure of operating performance,

EBIT is a similar maasura to EBITDA, but takes into account
depreciation and amortiaation,

1.3 Rounding

Altdollar amounts In this financlal report (except where Indicated)
hava basn roundad to tha nearast million dollars ($m) for
prasantation, Thizs has baan done In accordance with Australian
Securitlag and Investmants Commission (ASIC) Clags Ordar 98/
100, dated 10.July 1988, issued under sactlon 341(1) of the
Corporations Act 2001. Telstra is an antity to which thig class
order applies.

Tedotra Hal-Yaar Financial Repart 2014 T
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES, ASSUMPTIONS AND JUDGEMENTS

2.1 Changes In accounting palicles

Apart from the following changes in accounting policies that
occurred during the pariod, cur accounting policies are consistent
with those disclosed in tha Annual Financial Report az st 30 Juna
2013;

(a) Consolidated Financial Statements and Separate Financlal
Statamanta

AASE 10: “Consolidated Financial Statemantsa® roviges the
definition of control and related application guidance so that a
single control model can be applied to all entities, The Group
controls an entity when it is exposed to, or has rights to, variable
returns from its involvement with the antity and has the abllity to
affect thosa raturna through Its powar to direct the activities of the
entity.

Wa hava adoptad AASB 10 from 1 July 2012 on a retrospective
basis, along with the antire suite of consolidation and ralated
standards.

We have raviewed our invastments [n other entities to assess
whathar the conglusion to consolidata is different undar AASE 10
than under the pravious accounting standard AASR 127;
"Consolidated and Separate Financial Statamants”. No
differances were found and therafare no adjustments to any of tha
carrying amounts in the finencial statemants are reguired as a
result of the adeption of AABB 10. Investments accounted for as
subsidiaries under AASE 127 continue to maat the revised
definition of control under AASE 10 and therefora continue to be
consclidated in the group's financial statements. Investmants
accounted for as associates under the previous accounting
gtandard AASE 128: "Investrents in Assogiates” have bean
assessed against the ravised control definition and there arg no
changes In the accounting treatmant for thase investments.,
Henga, wa have continued to equity account for them.,

We have also adopted revised AASB 127: "Saparata Financial
Btatemants” from 1 July 2013, however there ig no impact to the
Group as wa already comply with the raguirements In thia
standard. AASB 127 anly applies in the separate financial

statements of Telstra Entity and some of the Group's subsidiarlas.

(b Joint Arrangements and Investments In Assoclates and Joint
Ventures

AASE 11; "Joint Arrangaments” has revisad the deflnltion typas of
Joint arrangemants, focusaing on the rights and obligations of tha
arrangemant, rathar than its lagal form.

Tha dafinition typas have bean cenaolidated into two, joint
vanturas {praviously referred to &3 jointly sontrollad antitles) and
jolnt operatlons (previously refarred to as jointly controlled assets
and jointly controllad aperations). Furthermore, the accouriting
treatmeant options for joint venture arrangamenta have been
ramoved to sliminate Ingonsistent treatments, whare equity
accounting is mandatory for joint ventures and proportionate
consolldation can no longer be used.

[} Tasira Holf-Yoar Financlal Repost 2074

Wa hava adopted this standard from 1 July 2013 on a retrospactive
hasig, along with tha sntire sulte of conaslidation and related
standards, -

Wa hava raviewad our joint arrangemants to aggess whether tha
ravlsed definition types under AASB 11 change the way we
accoyunt for these comparad to the previous standard AASB 131
“Interasts inJoint Ventures”, No differances wera found and
therafore no adjustments to any of the carrying amounts in the
financial statemants are required as & ragult of ths adoption of
AASE 11,

The assassment of our praviously classified jointly controllad
gntitios showa there are none that give us direct rights over assats
or obligations to settls labllilties, such that they should be
clagsified as joint oparations. Therefors, all of thesa jointty
controllad entitias have been clagsified as joint ventures and given
that our accounting policy undar AASE 131 for jointly controlied
entitias was to uge the equity accounting method, these joint
ventures have remalned equity aceounted for undar AASE 11.

On adoption, we did not hava any jointly controlled asaets or [ointly
controllad oparations, now refarred to as joint oparations. Qvarall,
thare has bean no impact on the measurement of any of our joint
arrangements.

Wa have alzgo adopted AASB 128. "Investiments In Aasociates and
JointVentures" fram 1.July 2013, There has been no impact to our
financial roaulte as a rasult of this new standard.

() Disclosure of Intaresta in Other Entitias

AASE 12: "Disclosurs of Interasts in Othar Entities" is a naw
standard on disclosura requirements for all forms of interssts in
investments, including subigidlarias, agaociates, Joint
arrangamants and consolidatad and unconsolidated structurad
antities.

Wa have adopted AASB 12 on a retrospective basis from 1 July
2013, along with the entire sulte of congolidation and related
standarda, Comparatlve information is not required to ba
pragentad for those dizclosures relating to unconsolidated
structured entitiss on adoption.

We have assessaed the disclosure requirements undar AASE 12
and faund that additional disclosures will be required in our 2014
Annual Financial Report in the followlng areas:

« controlled entitiez with non-controlling Intarests that are
material to us;

+ intarests in consolidated structured entitles; and

» unconsalidated structured antitles,

Thara ara no maasurement impacts from the adoption of this
standard.

Tealatra Corparallan Limited and sontredled enlitiay
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NOTES TO THE
FINANCIAL STATEMENTS
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES, ASSUMPTIONS AND JUDGEMENTS

(CONTINUED)

2.1 Changea In accounting policles (continuad)
(d} Falr Value Measurernent

We have adopted AASE 13; "Fair Value Measurement" from 1 July
2013 oh a prospactive bagig, It is a new standard providing a single
source of guidance for all fair value measurements and a precise
dafinition of falr valug, AASE 13 replaces all falr value
maasurement guidance in Australian Accounting Standards and
Interpretations (with some axcaptions, Including share bagsed
paymants and leages) bur does not reptace exigting standard
réquiramants on whén fair values should ba used.

Wa have assesssd the new guidance and definition of fair value
against our previous fair value measureaments of assats and
liabilitles and thers ia no change to how wea measure fair valus, We
usa exit prices and whaere possible, ohasrvable market-based
inputs, to detarmine Fair value.

We are however raquired to make additional disclosures In our
2014 Annual Financial Report, specifically in tha following areas:
+ for any investmants or asgets hald for sale, where the falr value
less costs to sell is lower than the carrying amount;

as part of a buglnoss cambination, for any agsets and liabilltles
measured at fair value in the statement of finanglal position
after inltial recognition; and :

financial instruments, whara the carrying amaount diffara from
the fair value.

Additional fair value disclosures relating to our finangial
ingtruments hava alao been provided in note &,

(e) Employsa Benefita

We adopted AASE 119; "Employes Entitlemeants” retrospactively
frorn 1 July 2013 in gccordance with the trangitional provizions set
out in this revised standard. Comparatives have boan rastated
aceordingly,

Soms of the kay changes that impact ua include the following:

{i) Defined Banefit
» tha interest cost and expected return on plan assets used
undar tha previous version of AASE 118 have been replaced
with a net interast amount, which is calculatad by applying a
blandad Commonwealth and Stata discount rate to the net
defined benefit liability or agset at tha start of each annyal
raporting parlod; and

the dafined benefit expanse has bean disaggregated into twa
components; sarvice costs which will ba presentad as part of
labour expanses and net intarast amaunt which wilt be
presented as part of finance costs.

Thischange in accounting policy has increased the dafined benafit
expenss racognised in the income statement and corrazpondingly
ingreased the actuarial gain recognlged in other comprehensive
income by $37 million (after tax) rezpectively, for the reporting
period ending 31 Dacember 2012,

Talatra Gorparatian Limitad and aontrollad antillas
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The following table summarisas the financial effecta on the
continuing operations and discontinued oparation in tha income
statement and other comprehensiva lncome on Implernentation of
the new policy.

Tolatra Group
Half-ysar anded
31 Decembar 2012
Reported Adjustment Reatatad

Income Staterment: $m $m $m

Cantinuing aperatlons

Labourexpenses. .. ........ 2,208 41 2,246

Flnancecosts. . . ... ....... 610 12 622

Incometaxexpenss . . . ... ... 774 (18) 758

Discantinusd operation

LaboUur 8XpBNSES . « . v v v v . s 188 - 189

Income tax exXpanss . v v v .. (22) - (22)

Total

Labourexpenses. . ... ... .. 2,304 41 2,406

Financecosts, . . .......... 610 12 622

Ingome tax expensa . . . . ... . . 762 (1) 736
canta gonts  cento

Total

Earnlngs per share - Basle. . . . . 12,9 0.3) 128

Earnings per share - Diluted. . . . 12.8 (0.3 125

Othar Comptehenalve Income; &m $m $m

Actuarial gain on defined benaefit

plans attributable to squity

holdars of Talstra Entity . .. ... 227 B3 280

Income tax on actuarial galn on

defined benefltplans . . ... ... (68) (18) {82)

Thig change in accounting policy has had no impact on nat agsets
at 31 December 2012,

Refer to nota 7 for further detaile on our defined banefit plans.
(i) Annual Leave

The revized standard has also changed tha accounting for the
Group's annual lsava obligations, As we do not expect all annual
laave to ba taken within 12 months of the respactive service being
providad, & portion of annual leave obligations ars now classified
ae long-term employse benafits and nesd to be measured on a
discounted basais. We have asaessed the financial effect of
dlscounting our long-term annual leave balances not to be
matarial on our financial results.

Talatra Hall-Year Financlal Report 2014 ]
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES, ASSUMPTIONS AND JUDGEMENTS

(CONTINUED)

2.1 Changes In accounting policisa (gontinuad)

(f) Disclosures - Offsatting Financial Assets and Financial
Liabilltiog

On 1 July 2013, we adoptad AASE 2012-2: "Disclosures -
Offzetting Financial Agsats and Financial Liabilities"
retrospectivaly. AASB 2012-2 amends the disclosure
requiramants in AASB 7: "Financial Ingtruments: Disclosures" so
that mora extenziva disclosuras are requirad. The digclosuras
focus on quantitative information ebout recognlsed finangial
instrumants that are offset n the statament of financial position,
oz well as those recognlsed financial instruments that are subject
to maater netting or gimilar arrangements irraspactive of whether
they ara offeat.

We have assessed the new disclosura requirements under AASB
2012-2 and found that additional disclosures will be required in
our 2014 Annual Financial Report in a number of areas, including
the following:

« for our Bilataral International Roaming agraemsnts, that have
unconditional rights of set off and are get off In the staternent
of financial position: and

= for our International Swaps and Derivative Assoclation (1SDA)
agreemeants and Wholesals Custorner Relatlonghip
Agreements (CRAg) that have conditional rights of set off,
however ara not set off In the statement of financial position.

Thara ara no maasurament impacts from the adoption of thia
standard,

Refar to nota 6 for further details on additional offastting
disclogures,

(g) Othar

In addition to the above changas [n accounting policy, we nate the
followitg new accounting standards that are applicable to us from
1 July 2013;

« AASD 2011-7; "Amendments to Australian Standardg Ariging
from the Consolldation and Jolnt Arrangament Standards";

«  AASB 2012-10: "Amendments to Australian Ascounting
Standards - Transition Guidance and other Amendmaents®;

+  AASE 2011-8: "Amandmants to Australian Accounting
Standards erising from AASB 13";

«  AASE 2011-10: "Amandments to Australian Accounting
Standards Arising from AASD 119*;

« AASHE 2011-4: "Amendments to Australlan Agoounting
Standards to Remova individual Key Management Parsonnel
Disclosura Requiramants”;

» AASECF 2013-1: "Amendments to the Australian Conceptual
Framawork";

«  AASE 1048: *“Interpretation of Standards™

«  AASE 2012-5 "Amandments to Australian Aocounting
Standards arising from Annual Improvaments 2009-20171
Cyecle”; and

10 Talsira Hall-Year Financial Report 2014

» AASB 2012-2:"Amendmeants to AASH 1048 arizing from the
withdrawal of Australlan Interpratation 1038".

We do not expact these new accounting standards will have any
material impact on our financial reaults.

2.2 Bstimates, assumptions and judgements

(a) Proparty, plant and equipment

Depraciation

The service livas and rasidual values of our agsets are raviewed
sach yaar. We apply managament Judgement in determining the
sarvice |lves of our aggots. This agsezsmant includes a
comparigon with international trends for telecammunication
companles and, In ralation to communications assats, includes a
determination of when the asset may be superseded
tachnologically or made obeolate,

Wae have azzessed that it witl ba necessary to extend the service
lives of cartain technalagles in our fixed access assat classes that
arg expected to be impacted by the disconnaction ohligations
under tha Natianal Broadband Natwork (NBM) Dafinitive
Agreemants (DAg), Basad on the currant sarvice lives of thaze
aszel types, our assessmant shows they will be completely
written down befors thalr required disconnections under the NBN
DAgs. Tha impact of thiz reazzessment of service lives dus to the
NBEN has decreased our depraclation expenge for the half-year
anded 31 December 2013 by $27 million (2012 nil). There are no
furthar measurament implications an sarvice lives resulting from
the NBEN transactlon for the half-year ended 31 December 2013.
Refar to note 8 for further discussion on the NEN.

Tha nat effect of the reassassment of other service lives from our
normal service lifa reassessrment for tha half-year ended 31
Decamber 2013 wae a dacrease in our depreciation expenss of
%52 million (201 2: $86 million).

The total Impact on the Telstra Group from the reassassment of
servica livas for the half-year andad 31 Decomber 2013 was a net
decraase of $79 million In depreciation expense (2012; $86
millign).

(b) Softwara assets

Amortigation

The servics lives of our idantifiable intangible assats are reviewed
ench year, Any reassessment of service lives in a particular year
will affect the amortisation expanse through to the end of the
reasseased usaful lifa for both that current year and future vears,
The Impact on the Telstra Group from our normal service life

reazzessment for the half-year ended 31 Decamber 2013 was a
nat decrease of $25 milllon in amortisation expense (201 2: nil).

Taleten Corparation Limited and controlied enlilies
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NOTES T0 THE e
FINANCIAL STATEMENTS
(CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES, ASSUMPTIONS AND JUDGEMENTS
(CONTINUED)

2.3 Recantly Iasued acagunting standards to beapplled In future
reporting perioda

Apart from thoss already disclosed in our Annyal Financial Raport
as at 3¢ June 2013, the accounting standards that will ba
applicable to the usin future raporting periods, that have not been
early adopted during the half-year ended 31 Decambear 2013, are
detailed balow:

{a) FInanclal Instrumenta

In November 2013, the International Accounting Standards Board
(IASB) reicsuad IFRS 9: "Financial Instruments” (IFRS 9) which
introduces a new hedge accounting model, together with
corresponding disclogsures about rigk management activity for
those applying hedge accounting. The new model represents a
substantlal overhaul of hedge accounting that will enabla entitles
to better reflect their risk management activitias in their financial
gtaterments. The AASB have revized AASE 9: “Financial
Instruments” to reflact tha IASE's raissuad IFRS 9. As part of the
revised AASE B, the mandatory affactive date is 1 January 2017.
Wa ara currently assessing the impact on our financial results.

() Other

In addition to the above recently issued accountiné standards that
are applicable in future yoars, we note the following new
accounting standards that are applicabla in futura years:

+  AASB 2013-5: "Amendments to Australian Acgounting
Standards - Investmant Entities”;

« AAER 2013-9: "Amendments to Australian Accounting
Standards - Conceptual Frameworl, Matariality and Financial
Inatrurnants™

« AASE 10071: *Mataeriality™

« 1AS 19R: "Daflned Banefit Plang: Employss Contributions”;

+ Annual Improvements to IFRSs 2010 - 2012 Cycle; and

« Annual Improvaments to IFRSs 2011 - 2013 Cycle.

Wa da not expect these accounting standards will have any
matarial impact an our finangial results upon adaptian,

Telstra Corperation Limibed and controlted entillea Talstra Hal-Year Financlel Regorl 2014 1
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NOTES TO THE
FINANCIAL STATEMENTS
CONTINUED)

3. DIVIDENDS
Qur dividends provided for and paid during the half-year arg listed
below:
Telstra Entlty
Half-year andad
31 Dacember
- ER 2012
_fm: $m
Dividands paid . v o :
Pravious year finaldividend paid. . . . ... v o i e e - 1,742 1,739
Dividenda paid per erdinary share o onts cants
Pravious yaar finaldividend paid. . . . .. .. o - 140 14.0

Dividends paid wera fully franked at a tax rate of 30 per cent.

Dividends par ghare to ba paid in razpact of the half-yaar ars

datailed balow:
Talatra Entlty

Hatr-year ended

31 December
013’ 2012
centa canta
Dividends per ordinary share to be pald o
Interim dividand fully franked. . . . . .. . .ottt e e e e s s s o 145 14,0

Ag the intarim dividend for the half-year endad 31 December 2013
was not datarminad or publicly racommeandad by the Board as at
31 December 2013, no provision for dividend has been raised in
the statament of financial position. The interim dividend hag baen
reported as an avent subsequant to reporting date, Refar to note
11 for furthar details.

12 Telstra Half-Yisw Finaneial Roporl 2014 Talsira Corporation Limiied and controlied entillas
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NOTES TO THE
FINANCIAL STATEMENTS
CONTINUED)

. SEGMENT INFORMATION

Oparating aegments

We report our segment information on the sama basis as our
intarnal management reporting structurs, which detarmines how
our Company is organised and managed.

Segmeant rasults sre reported according to the internal
management reporting structure at the raporting date. Segment
comparativas reflect the grganigational changas that have
ocourrad since the prior reporting period to present a like-far-like
view,

During the half-yaar endad 31 Decermber 2013, the following
changas were made to our operating segmants:

+ @ naw busingss unit "Global Entarpriss and Services” (GES)
was created that operates as a global scals, industry-based
sarvicas and solutlons business. GE&S s a separate raportabla
sagmeant which in¢cludes mainly Telstra Enterprise and
Government (previously a aaparate raportabla segmant),
Matwork Applications and Services (NAS) Group (previously in
Telstra Operations reportabla segment), Telstra Global
(praviously in Talatra International Group segment), and Talstra
Ventures Group and Global Applications and Platforms (both
previously in “All Other” catedory); and

« Telstra Customer Sales and Services busalness unlt changad [t
name to Telstra Retail (TR) which iz raported as a separate
aagment and, following the creation of GERS It now only
includes Talstra Consumer (TC), Telstra Businesa (TB), Telstra
Health {TH) and TR head office function.

For the first half of the financial year 2014 the Talstra Group i%
organigad into the following repartable gegments for internal
management reporting purpoges:

Taistra Retall (TR) includes our dormestle ratall businasses of TC,
TB and TH and it is responsible for providing tha full range of
talecommunication products, sarvices and solutiona (across
Mobiles, Fixed and Mobila Broadband, Talaphony and Pay Tv) to
coneurmer customars and to Austratla's small to medium
anterprisas in metropolitan, regional, rural and ramote areas of
Australia. This is achieved through inbound and outbound call
centres, Talstra shops (owned and [icensed), Telatra dealers and
Telstra Digital. Talstra Digital is responsible for delivering self
setvica capabilitios for all Telstra customers, across all phases of
the customer exparience from browsing to buying and bill and
sarvica roquests,

Global Entarpriss and Services (GESS) supports business and
government customars In Australla and glabally. It also provides
praduct life eyele management, technical support and contract
management for the advanced technology solutians sold to these
customers.

Taletra Gorporalon Limiied and eontrallad anllies
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Tolatra Cparations (TOpa) 1a responsible for:

ovarall planning, deslgn, enginaering and architaecture of
Telstra networks, tachnology and information technology;
canstruction of infrastructurs for our Cornpany's fixed, mobila,
Internet protocol (IF) and data natworks;

delivery of customer services across these networks;
operation, assurance and maintenance, including activation
and restoration of these networks; and

supply and delivary of information technalagy salutions to
sUPROrT oUr products, sarvicas, customer support functions
and our internal needs.

Talstra Wholesale (TW) is responsible for the provision of 8 wide
range of telecommunlcation products and servicas deliverad ovar
Talstra natworks and asacciated support aystems to non-Talstra
brandad carriers, carriage agrvice providers and intarnet sarvice
providers.

Telatra Medla Group (TMG) is responsible for:

sala of tha Sanals domestle directorlas and acvertialng
products, including print, voice and digital directories, digital
mapping and satellite navigation, digltal dlsplay advertising
and buziness information servicas. including Yallow Pages®,
White Pages®, Whareis®, Truelocal, Citysearch®, 1234 and
Quotify®. As at 31 December 2013, tha carrying value of assets
and liabilities of Sansis dizposal group (as defined in note 9)
were clazzified as assets held for sale. For further details refer
to note 9; and

tha supply of Hybrid Fibre Coaxial (HFC) cable services to
Foxtel.

TMG revenua also includes the distributlan from Foxtsl.

Talgira Internationol Graup (TIG) is responsible for managing the
followlng asaets outsida Augtralia:

Telstra Ching, our mainland China businees providing digital
radia sarvices in auto, IT and consumar electronics (this
includes the Autohome and Saqual Madia businesses); and
CSL New World Mobility Limitad, our 76.4 par cant owned
subsidiary in Hong Kong, responsible for providing full mobile
sarvices including handseet and device sales, mablle voice, and
maobile data products to the Hong Kong market. As at 31
December 20113, tha carrying value of azaeta and liabilities of
CSL disposal group {as defined in note 9) ware classifiad as
assets held for sale. Refer to note 9 for further details.

In our segment results, the “All Other" category includes our
Corporats areas which do nat qualify as raportable segments in
their gwn right.

Tolsira Hall-Year Financlsl Rapor 2014 13
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NOTES TO THE
FINANCIAL STATEMENTS
(CONTINUED)

4, SEGMENT INFORMATION (CONTINUED)
Sagmant results

The measurameant of sagment rasults is in line with the basie of
information prasented to managemant for Internal managemant
raporting purposes. The reault of sach segment i measured
baged on its "earnings before interest, income tax expense,
depraciation and amortigation (EBITDA) contribution”. EBITDA
contribution excludas the affects of all inter-segment balances
and transactions (with the exception of transactions referrad toin
footnote (1) below), As guch, only transactions external ta the
Telstra Group are reportad.

Tha recongiliation of segment results to the Talatra Group's
raported EBIT and profit before income tax expense from
continuing and discontinued operations in the financial
statemants includas only depreciation and amortiaation axpenses
and net finance costs,

Certain itema of incoms and expense are recordad by our
corporate areas, rather than baing allocated to each segrmant,
Thasa items include the following:

+ the adjustmant to dafar our basic access installation and
connection fee ravenues and cogts In accordance with gur
aceounting policy. Qur roportable ssgments record these
amounts upfront;

« the majorlty of redundancy expensas for the Telstra Entity; and

« rental costs associeted with printers and other related
aquipment for tha Talatra Entity.

In addition, the following narrative further explaing how some
itemn3 are allocatad and managed, and as a rasult how thay are
raeflectad in our segment results:

« reveriue azsoclated with mobila handsata sold via dealars for
the GE&S gegment is allocated to the TR segmant along with
the associated costs of gootls and services purchased. Ongoing
prapald and postpaid mobile revenues derived from our mobils
ugage is recorded in the TR and GE&S segments depending on
the type of customer gegment sarviced;

+ NAS costs associated with the TR segmant ara included in the
HE&S segment;

» TOpa recognise certain expenses in relation to the ingtallation
and running of the HFC cable netwark;

+ domestic promotion and advertising expenses for the Telstra
Entity are recorded centrally in the TR head office function; and

« call centre costs assoclatad with the GE&S segment are
Included in the TR segment.

14} Talsira Hat-Year Financial Raport 2014 Telstra Corporalion Limited and conirallsd antiifes




13/02 2914 THU §:47 FaAX +61 3 96Z0 Z154 Telmtra Z]036/080

FINANCIAL STATEMENTS
(CONTINUED)

4, SEGMENT INFORMATION (CONTINUED)

Segmaent rasulty (continuad)

The following tables datail our sagment results, based on the
reporting structure as at 31 December 2013:

Talstra Group
Half-year ended TR GE&S TOps ™ TMG()  TIG Al Other (N} Total
31 Dacember 2013 $m - $m $m . $m . - tm . dm $m'
Revanue from extarnal _ - : ‘ B ‘ L o
customers (i) . .. ... ... . 7,943 2,637 . &7 1,123 - B2 - 760 oL B2 12,984
Otheringome .. .. ....... - B Coa, . Az . S X 85 177’
Totalincame (v}, . . . ... .. . 7,975 - 2,641 68 1,155 _'B22° | 78R | 137" 13,181
Labour expenses. . .. ... .. , BBE . 422 a27 87’ 1wy ow?  'mes 2aE
Goods and sarvices purchased ‘ ‘ e _ . ‘ o '
(] 2,345 871 B i9 - 7% 304 8B 8,343
Other expanses. . ... ... .. B23 . 18z a1a - B8 24D . 143 ' g3 2,109.
EBITDA contribution . . . . .. 4,651 1,288 {1,6578) -. 1,043 2" - 208 - . (340) BA74
e —
Talstra Group
Half-year ended TR GE&S TOps ™ ™a TG All Other (I1) Tatal
31 December 2012 $m $m $m $m $m $m $m gm
R: ate mat 1t R Restated  Resta tad
Revenue from axtarnal
customara (i, . . ........ 7.638 2,454 40 1.049 597 562 263 12,801
Otherincome .. ... ...... 39 =] 16 9 - - 43 110
Totalincome (v). . . ... ... 7,675 2,463 56 1,082 597 562 306 12,711
Labourexpanges (v) . .. . ... R40 aa1 B4 a7 230 Be 340 2,435
Goods and services purchasead
Gi)o oo oo 2326 540 17 a6 6B 235 (40 3,182
Other axpenzes. , .., .. ... 489 102 842 12 166 28 440 2,149
EBITDA contributlon . . . . .. 4,320 1,460 (1,644) a67 133 143 {434) 4,945
() TMQ includes the regults of the Sensls disposal group (a8 (v) Labour axpenses have been restatad as a resultof a
defined in note 8} claasified as held for sals, including & $100 ratrospective application of AASE 118: “Ernployes Entitleaments”.
millign impairment on the re-measurement of the assets of the Refer to note 2.1(e) far further details.

dizposal group. Refer to nots 3 for furthar details.

(i} Following the sale of TelstraClear on 31 October 2012, the
comparative porlod Includes four months of TalstraClear results.
Tha comparative panod segment rasulta aleo include a $127
million loss on sale of TelstraClear, which iz recorded in Othar
axpanses. Refer ta note b for furthar datalla,

(I} Revenue from external cugtomers ln GE&S Includes $83
million {2012: $64 miltion) of intar-segmant revenua treated as
axternal expensas in TR and TW, which is eliminated in the “All
Other” category.

External expanges in GE&S also includa §12 millian {2012: $15
million) of inter-segmant expenzes treatad as extarnal revenuain
TW and alimlinated in the “All Other" category.

(iv) Total Incarne includes $358 million (2012: $410 million) of

income from discontinued oparation of the Sensls disposal group.
Rafar to note A for further details.

Teliten Corporation Limited and conlrothed sniilles Telsira Half-Year Plnancial Reporl 2014 15
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NOTES TO THE
FINANCIAL STATEMENTS
(CONTINUED)

4, SEGMENT INFORMATION (CONTINUED)

Sogment results (continued)

A raconciliation of EBITDA contribution for reportable segments to
Talstra Group's raported ERITDA, EBIT and profit before incomea
tax expanga from continuing and discontinued operations e
provided balow:

Telatra Group
Half-year anded
31 Dacamber
. . 7! Restated
G203 202
S e $m
EBITDACONEEBULION « o o2 v vt v e v e e v e e v v e vt et s s ra s s n e ma e " BB14 5379
T _(340) (434)
Telatra Broup EBITDA. . . .. ... vttt r e e e e e e 8,174 4,045
Dapreciation and BMOTHHALION « .« . v v v v oo e e et e e e e (2,108)  {2,148)
Telatra Graup BRIt . .. . . e s 3,088 . 2,799
T 1 4T oY= o < S U U - (480) (477)
Tolstra Group profit befora INCOME tAX BXPBNSE. . . . . . . ..o v v e ae oot 2,579 2,372
Telstra Group profit before lncome tax axpenas, Includes:
Profit before income tax expanse from continUing operations. . . . .o v v v et e e . 2,786 2,387
(Losy) bafora income tax expansae from discontinued oparation . ... .. ... . .. .. e . (207) (75)
Tolatra Group profit before Income taxexpenas. . ... . ... - . . . ... it i e . 2,878 2322

18 Tatalra Halt-Year Financlal Repart 2014 Telara Corporalion Limlled and conirolled snililea
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NOTES T0 THE
FINANCIAL STATEMENTS
(CONTINUED)

9. NOTES TO THE STATEMENT OF CASH FLOWS

Reconelliatlon of cash and cash aquivatenta

FAX +61 3 9620 2154 Telstra

Talatra Group

An at 31 December

2013 2012

$m Bm

Cash atbankandonhand., . ... ... .. . 3{:0‘ 232
Bank deposits, negotlable cartificates of .

deposit and bills of exchange . . . . . ... 2,116 2,353
Caah and cash equivalants in the '

statemant of cash flows. . . .. .. . .. 2,466 2,685

Acqulsitions
Current pariad

A 100 par cant sharaholding In NSC Group Pty Ltd (NSC) and Its
controlled entities was acquired on 22 August 2013 for total
consideration of $45 million,

A 100 per cent sharaholding in DCA sHealth Solutions Pty Limited
(DCA Health) and its controlled entitles was acquired on 2
Septamber 2013 for total consideration of $44 million.

A B0 per cant shareholding in FRED IT @roup Pty Ltd (FRED IT) was
acquired or 30 Septembar 2013 for total consideration of $27
rmilllan, with $2 million of this contingent upon the entity achleving
pra-detarmined targets by the earn out period of financial year
snded 30 June 2014, At 31 Decormber 2013 earn out targets wers
reaggessed resulting In $3m additional contingent conaidaration
being recognised in the income statement. We consolidate the
regulta of FREDIT ag wa have control through our deciglon making
ability on the board.

A 100 per cant shareholding in 02 Networks Pty Ltd was acquired
on 31 Decemnber 2013, via an acquisition of thraa holding antities:
Frentice Management Conaulting Pty Ltd, Kelzone Pty Ltd and
Goodwin Entarprizes (Vic) Pty Ltd, for total consideration of $55
million, with $4 milllon of thlg contingant upon thaentlty achiaving
pra-detarmined targets by 30 June 2014,

Telatra Corporation Limited and aantrelled antllies

o3s/ 080

The effect of these acguisition on payments for shares in
cantrolled entities are datailed helow:

Total acqulaltions

Half-year andad
31 Dacambar
2013. 2013
$m- - ¥m
GConsidaration for acquigition
Cash consideration for acquisition. . . . . 13
Contingent consideration for acquisition. 7
Defarred consideration, . . ... .. .. .. . -|
Total purchaza congideration . . ... .. s
Cesh balances acquired . . ......... , (4)
Contingent consideration .. ... ..... o _
Daferrad consideration .. . . ... ...... {81)
Lean. .. . i e & J
Outflow of cash on acqulaitlon. . .. . . . - 113

" Fale ~ | Carrying

Valus Valus
Aaasta/{labllities) at acqulsition date
Cash and ¢ashequivalents . . .. ... .. AR ! &
Trade and other recalvalbles . . . ... ... 3 "
Froperty, plant and egulpment . . ... .. 7 T
Intangible assets (including gaodwlll), . . 87 54
Otherassets. - . ... . ... 0ovivan s 11 11
Trade and other payables. . ... .. ..., (81) (29)
Unearnsd revenue ., . ., .. oovenn . (19) {18
Otherliahilities . . . .............. 9 (9}
Defarred tex liabilities, . .. ......... 2 - (2
MBLASSELE . oo v v v s v v e n e &2 B1
Adjustment to reflect non-controlling '
INterasts . .. ..o v e (@)
Goodwill onacquisition . . _ .. ... ... 115
Total purchaee conalderation . . . .. .. _ 1M

The following tranaactions impacted cagh flows from financing
activitiea:

On 4 Novambar 2013 Talstra Holdings Pty Ltd acquired an
additional 2.8 par cent interest in Autohome Inc. from minority
shareholders for total consideration of $80 milllan, with $31
million deferred until 4 February 2014, At the same time
Autohoma Ing. completad a share buy-back from minorlty
gharoholdars for total consideration of $83 million, with $42
million deferred until 4 February 2014, Tha combined effect of the
twa tranaactlons Increasas Telstra Holdings Pty Ltd ownership in
Autohoma Inc. from 66.0 per cant at 30 Juna 2013 ta 71.% percent
immediataly prior to tha Initlal public offaring {IPQ),

Following thiz, on 11 December 2013 Autohome Ing, was listed on
the New Yark Stock Exchange with gross proceads to Autohoma
Inc. of $160 million {US%142 million). Immediately following the
PO, our ownarship Intarest decreased from 71.5 per cent to 5.4
per cant at 31 Decembar 2013,

Talstrt HAiE-Yaas Financlal Raporl 2014 ; 17
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NOTES T0 THE
FINANCIAL STATEMENTS
(CONTINUED)

5. NOTES TO THE STATEMENT OF CASH FLOWS (CONTINUED)

Acquiaitiona (continued)
Priar period
iVislon

A 100 par cent sharaholding in iVision Pty Ltd (iVislon) was
acquired on 31 March 2011 for total conalderation of $41 million,
with $5 million af thia contingsnt upon the antity achiaving pré-
determined integration targets by 31 Decamber 2012.

On 7 September 2012, Telstra Corporation Ltd paid the $5 miltlan
contingent consideration for the suecessful integration of Vision.

There ware no material acquisitions made during the half-year
ended 31 December 2012,

Disposala
Currant pariod

Theraweare nc material dizposals made during the half-year endad
31 Dacermnber 2013,

Prior period
TalstraClear

0On 31 Qctober 2012 our contralled antity Telstra New Zealand
Heldings Limited sold its 100 per cent sharehglding in
TelstraClear Limited and its controlled entity (TelstraClear). Tha
affact of the disposal is detailed below;

TalstraClear
Half-year ended
A1 Dagermber

2012
$m
Conaldaration on digpasal - net of cash
dlaposed
Cash considerationondigposal . .. ... ... ... 652
Cagh and cash equivalents disposed . .. . . - . .. {11)
Inflow of cashondlspesal . .............. a71
" Non-cash considaration adjustments ... ... .. (2)
Total proceedsondispoaal . . .. ... ........ G660
Total conslderatlionondispesat. . . ......... Geo
Asseta/(labllitlos) at dlapoaal date
Azzets clagslfied e held forsale, .. ... ... ... 772
Liabilities classifiad as held forsale. . .. ... ... (28)
Nat agsots classified agheldforsale . . . ... ... 874
Foralgn eurrancy translation rezaerve dizposed {net
fiNCOmMBtan). . .. it i s 130
Otheradjustmenta. . . ... ... . e e 3
Loasondisposal. . . ... .. ... . i {127)

18 Telstrn Hall.Year Financial Report 2014
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6. FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS

Our activities rasult in exposure to operational risk and a numbar
of financial risks, tncluding market risk {Interest rate rlsk and
foreign currency risk), cradit risk and liquidity rigk.

Our avarall riak managament program seaks to mitigate these
rigks and reduca volatility on aur financial performanca and
aupport the delivery of our financlal targets, Financlal risk
management ig carriod out centrally by our Treasury department,
which is part of our corporate areas, under policies approved by
the Board of Diragtors (the Board).

We enter Into derlvative transactions In accordance with the
Board approved policies to manage our exposurs to markst risks
and volatility of financlal outcomes that arige ag part of our normal
businass operations. Derivative financiat instrumants that we Lsge
to hedga risks such as interest rate and foreign currency
movemants include:

+ Qrogs CUulTancy Swapsa;
» interest rate swaps; and
v forwerd exchanges contracts,

We do not speculativaly trada in derivative financial instrumants.
Qur derivative trangactions are enterad into to hadge tha risks
relating to underlying physical positions ariging from our buziness
activities, '

We measure and racogniss the following financial instruments at
fair value on a racurring basls:

+  dearivative financial instrumants; and
« available-for-gale finangial assets.

Far borrowings in falr value hadges, the carrylng amount ls
adjusted for fair vatue movements attributable to the hadged risk.

For financial assats and financial liabilitias with a short-term to
maturity, the carrying amount is considered to approximats fair
value,

We do not hava any financlal ingtruments measurad at fair value
on a non-recurring basis.

The carrying amounts and fair values of each category of our
financial instruments are shown in Tables D and E. Fairvalues are
provided for each catagory of financlal Instruments Including
thosa not recognised at fair value for accounting purposes.

Financial azsats and financial liabilities subject to offsetting,

enforceable master nettlng arrangements or similar agreaments
ara shown in Tablag H and |.

Telvira Corporallon Limited and controled entllles

{a) Finance coata

Dur finance costs far the half-year ended 31 Dacember 2013 ara
detallad below:

Tabla A Talutra Group

Half-year endad
31 Dacembar

. 'Restated
2013 - 2012
" 4m $rm
v . i
Interest on borrowings (). .. ....... ... v 475 520
Interest on financea leases . . .. ........ 10 b
Unwinding of discount on llabilities Y
racoghised atpresentvalua . . .. .., S 1 9
Loss on falr value hedges - effective (i). . . . 89 &2
(Gain)/loss on cash flow hadgas - Ineffactive {19 5
Losa on transactions not in a designated :
hedgs relationship/de-designatad from falr Lo
valua hedga relationships Gii) . .. .. . .. .. 1| 3
Net interest on net dafined benefitplans. .. .~ - B 12
1011 3T 1 . 3. 2
.7: 1] G676
Lo interest on borrowings capitalised (iv) . (28) (54)
558 G22

(i) The period-on-period decrease in interest on borrowings is
predominately due to a raduction in our averaga intarast cost on
gross debt. Also, contributing to the decrease was a reduction in
the avarage volume of dabt,

The avaraga interest yield on average net interest bearing
finarcial llabilitles during the gix months t 31 Decamber 2013
waa 6,1 per cant (201 2: 6.4 per cent). The reduction in yield aroze
through a combination of a raduction in short-tarm market base
rates parlod on peried, resulting in lowar costs ontha floating rate
debt component of our debt partfalio, and from re-financing at
lowar rates.

(i) Wa use our cross currancy and intarest rate swaps as fair value
hecges ta convert our foreign currency borrowings intc Australian
dollar floating rate borrowings.

The $62 million unrealised logs for the currant period (2012: (oss
of $92 million) reflacts the following valuation impacts:

» movemsnt in base market rates and our borrowlng marging
between valuation dates,

« reduction in the number of futura intersst flows ag wa
approach rmaturity of the financial inztrumants; and

» discount factor unwinding as borrowings move closer to
maturity.

Talatra Hall-Year Financial Raport 2014
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8, FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (CONTINUED)

{a) Finance coats (continued)

It is important to nota that In general, it is aurintention to hold our
barcowings and asgociated derivative instruments to maturlty,
Accordingly, unrealised revaluation gains and losgse will he
racognlead in our flnance costa gver tha life of the financial
ingtrument and for each tranzaction will progressivaly unwind to
nil at maturity.

(iii) A combination of the following factorg hag ragultad in a net
unraalised loes of $31 million (2012: loss of $31 million)
aggociated with financial instruments that ars either notin a
designataed hadge ralationship or were praviously designated in &
hedge relationship and nolonger qualify for hedge accounting:

« the valuation impacts described at(ii) for fair value hadgas;

+ thedifferent measuramant bases of the barrowings (measurad
atamortized cost) and tha agsociated derivatives (measurad at
fair value); and

« & netlossof 11 million (2012; loss of $10 million) for the
amortisation impact of unwinding praviously recognised
unrealised gaing on those borrawlngs that wars da-designated
from hedge relationships.

Although these borrowings and the related derivative ingtruments
do not satlsfy tha requiraments for hedge accounting, they are in
effactive economic relationships based on contractual face value
amaunts and cash flows over tha life of the trangaction.

(iv) tnterest on borrowings has been capitalised using a
capitallzation rata of 8.4 per cant (2012: 8.7 per cent).

(b) Gearing ratlo

A parameter used to monitor capltal management ig the gearing
ratio. This ratlo |s cateulated as net debt divided by total capital.
Mat dabt is calculated as total interest baarlng financlal liabilities
and derivative financial Instrurments, less ¢ash and cash
aqulvalents. Total capital is calculated as total equity, as shown [n
the statement of financial poaitlon, plus net debt,

Qur targat range for tha net debt gearing ratio is currently 50 par
cent to 70 per cent (2012: 50 par cent to 70 per cant). The gearing

ratio and carrying value of our net debt ars showninTeakle B below:

Table B Talatra Group
Az at
31 Dec’ 20 June
2013 2013
.. $m $m

Totaldebt . ............. " 16,808 15,064
idat derivativa financial e g
(asset)/liability . . .. ..... .. . (367) 564
Grosadebt ......... ... © 19,329 16,628
Cagh and cash aquivalents . . . . (2,456) (2,479)
Netdebt............... 13,873 13,149
Totalequity . .. .........- Y 13,117 12,875
Totalcapital ............ e 08,990 - 26,024
Gearingratlo . ... .. ... ... e HA% 50.5%

20 Telmira Half-Year Financlal Report 2014

{c) Net debt

Met dabt ingluded in Table B is based on the carrying values of our
financial instrumants. For intarest beanng financial inetrumants
wa adopt & ‘clean price’ wheraby the reported balance of our
derivativa ingtruments and borrowings exclugies accruad intarast.
Accrued intersst ia racorded In current ‘trade and othar
recelvables' and currant ‘trade and other payablas’ in the
statamant of financial posltion,

Qurbarrowings ara ungecursd, except for finance leases which are
secured, as the righta to the laased asszet transfer to the lessor in
tha avent of a default by us. We have no aseets pledged as security
for our borrowingg, All our harrowing are interest bearing, except
for some leans from wholly owned controlled antities, We arg nat
aubject to any exterrally imposad capital requiremants.

Theg Ingreasa in the carrying armount of our et datyt during the six
months to 31 Dacembear 2013 of $724 million (2012 increase of
$337 millian) is reprasented by the movements shown In Table C
below:

Table C Tolatra Group
Half-year snded

31 Dacembar

. 213, 2012
' l-¢.$m.1 $m
Debt issuance - offshare and domestic loans . . - 408°  BOG
Net short tarm borrowings (unsecured o
promisgorynomes) .. ... .. 68020 (221)
Repayment of offakore loane, Telstra bonds B,
anddomesticloans . .. .. ... ... ... ... v, (604) (1,783}
Finance lease repayments. . . ... ... ... 42 @9
Net cash inflow/{outflow) . . .. .. ... ... . 484 (1,277)
- v
Non-cash movements In grose debtbefore . . . .
tax R
Revaluation loss/(gain) affecting cash flow '~ 2
hEUINETBEAIVE. . o v v v v v e n e e e o 1.} 21)
Revaluation (galn) affecting foraign currency . e
translationreserve. . .. ... e e B - m
Revaluation loss affecting other axpenses in .
the Ingome statament. . . .. ... v i 8
Revaluation loss affecting flnance costsinthe 1 ¢, -
incomestatement () . .. ... .. 0 ©. 04 137
Finance leaseadditione . . .. ..., ... ... TRy i 131
o208 254
Total Incraase/(decroase) ingrosadebt . . 700 (1,023)
Net decraase in cash, cagh equivalentsand (&
overdraft (ingluding foreign exchange Cee
differances} . v v v v e e a e Voo 260 1,360
TotalIncreasainnetdebt . . .. ....... .. o TR 337

Telaira Corporallen Limited and controlled amities
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N OTES TO TH E FIRARCTAL 1T OT
FINANCIAL STATEMENTS
(CONTINUED)

B. FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (CONTINUED})

(o) Net dekit (continuad)

(i} The nat revaluation loss of $94 milllon (2012; logs of $137
million) includes:

v logs of $86 millian (2012: lose of $128 miltion) affacting other
financs coats, comprising a loss of $89 million (2012; loss of
$92 million) from falr valus hadges; aleas of $31 milllon (201 2:
lozs of $31 million) from transactions either not designated or
de-dasignated from hedga relationshlps: and a galn of $15
millicn (2012: loss of $& million) ralating to other hadge
accounting adjustments; and

» loss of 9 million (2012: loss of $2 million) affecting interast on
horrowIngs, cormpriging the amortisation of discounts.

During the period wa issued a domeastic public bond with proceeds
of $498 million (Face value $500 million), maturtng on 13
Novamber 2018.

We repaid the following long term debt during the parigd
(Australian dollar aquivalent):

« %5 million Telstra bonds relating to wholesala investors,
maturad 15 July 2013;

« $69 million offshore Japanese yan private placement, maturad
30 Saptamber 2013; and

+ %600 million domestic public bond, matured 15 Novamber
2ma.

Our unsecurad promissory notes are used pringipally to support
worklng capitel and short tarm liquidity, These unaecured
promissory notas will contlnue to be supported by ligquid financlal
assets and ongoing credit standby lines.

Long tarm dabt that will matura during the next 12 months totals
$1,692 million. This represents the contractual face value amount
after hedging. Included In this amaount are offehors borrowlngs
which were swapped into Australian dollars at ingeption of the
horrow|ng through to meturity through the use of cross currancy
and interest rate swaps, creating synthatic Australian dollar
abligationa,

Thia amount of $1,682 million is different to the carrying amount
of $1,392 million which is included in ¢urrant barrowinga {alang
with prormissory notes of $746 million and finance lease liability of
$87 million) In the statement of financlal position. The carrying
amount raflects tha amount of our borrowings dua ta matura
within 12 manthsg priar to netting offsstting risk positions of
associated derivative financial instruments hedging thess
borrawings. The carrying amount reflects a mixed measurement
basia with part of the barrowing portfolio recorded at fair valua
and the remaining part at amortised cost which is compliant with
the requirementa undar Accounting Standards,

Talstra Corporation Limited and conirolled entltles Telstra Hall-Yeur Financlal Rapor 2014 3]
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NOTES TO THE
FINANCIAL STATEMENTS
(CONTINUED)

8. FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (CONTINUED)

(d) Financlal Instruments

The carrying amounts and feir values of each category of our
financiat instruments is shown in Tables D and E, The amounts
disclosed ars prior to netting offsetting risk pogitions of financial
instruments in a hadge relationship.

Tabla D Talatra Group
Financial Instruments o . -. Asat’¥ Decombor 2013 _
Cumnt ... ' Non- current f ™ Total v

‘Carrylng Falr cnrrylng o nl Garrylng _ Fnlr
< amount | vnluu nmount" vnluo ‘dmaunt vnluo

. $m $m $m"-; __$m. " 8m)

Derivatives financial avasts

In dasignated hadga relationships . . ............... g 67 ‘97 . 1,643 . 1'&53‘-" '.f‘ili,"B"ID' e 1','510:1
Not in designated hedge relationships . . . . . .......... i, . 26 25 .36 L draglt g o ag:
R ,'1-,47§ |~_1,¢7a 1570 71570,

Darlvativea financlal llabllities S S Coe o S e ¥
In dasignated hadga relationships . . ............. .. ) (262) :(23;2)‘ (-772)_‘_ e .[7"72)" (1,085) - (1,q;4)
Not in designatad hadga relationships . . . . . . ... ...... ooy (1 . "(ZB)_ (za) ' -(149)  ‘(148)
_ (403):  (403)" " (800) ' (800) " (1.20%) : (1,20%)

Netderivativeasset ... ...........covvvnen. . @1 @) ' BT B?B T et 1337_"
Borrawlings o L
In designated hedge relationships - fair value hedges .. ... o (420) " (429) (6,194) - (5:.194_5)" {5,623) -(8,623)
In designated hedga relationships - cash flow hedges . . . .. - (e20) (853) . -(6,395)  (8,787) - (7,324) "' (7,740)
De-deslgnated from fair value hedge relationships or notin a R Co e
hedge ralationshin. . . .. ... e (867) - (883). (2,881) (3,107) (3,748) (3,980)
. (2,226) . ' (2,266) {16,470) (16 oae) (1'3‘ 806) . (17,353)

Cashand cashaquivalents . - v v oo e inren e S 3486 2488 . F 2465 ' 2469
Tolstra GroupNetDabt. . . _ . _ ... .. ... ... . _..... B (81} A . ‘ . ‘
Other Financial instrumenta PR s et
Finance leaserecalvable. . ...................... 92 . 92 163 - 163%. 255 . 265
Amounts owed by jaintly controlled and associatad entities. . - - ABT dB'I 'j -14‘31_ S ‘ft§1
Otherreceivables .. ........... .. iivinnnn, ‘ 1 - v 19 oA
Net Interast bearing financial Ulabititles. . . .. . ..... ... - (M) (13, 17&) (13 796) (13,15&) (13,010)

Equity Investimants claselfled ae avallable-for-oalo S RS , ;
Listed and unlisted securitisa (). . . ... ... ....... o - 03, . .. ' RPN - §
Loans and racelvables at amortlsed cost - N
Trade/othar raceivables and accrued revenua (1) . . . ... ... Do &80 4,180 7 331

e a‘,gm':
Financlal liabllitlas at amortisad cast | N . " T ‘:.*:-:‘ 'r.:- ‘, , S {
Trade/other craditors and accrued expenses (. . .. .. .. .. (3,308), (3,208) . .(68) ... (8) '(3337__6)_ ;(3 376)
Dafarrad consideration for capital axpanditurs, . .. ... ... ' oo .

Natfinanclalllabilltles. . . ... ... ................

(i) For financial assets and financial ligbilitiss with a short-tarm to
maturity, the carrying amount Ig considered to approximate fair
valua.

{li) Qur available-for-gale invastmanta are measured at historicat
qost. Refar Saction (e) for further details.

g Telsira Hetf-Yesar Finencial Repori 2014 Telatra Corporalion Limited and centrolled enllties
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NOTES TO THE EINANCIAL TETET
FINANCIAL STATEMENTS
(CONTINUED)

6. FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (CONTINUED)

{d) Financial Instruments (continuad)

Table E Telstra Group
Finangial Instrumants Ag at 30 Juna 2013
Currant Nen-currant Total
Carrying Fair Carrying Fair  Carrying Fair
amount valus  amount valug  amount valug
_ $m $m Bm $m $m $m
Derivatives financlal assats
In degignatad hedge relationships .. .. ............. 21 21 1,003 1,003 1,024 1,024
Mot in designated hedge relatlonshlps . . ... ... .. ... 22 22 59 58 81 81
43 43 1,062 1,062 1,105 1,106
Darlvatives financial liabllities
In degignated hadge relationshipz . ................ (A (41 (1,384 (1.364) (1,406)  (1.40B)
Not in dasignated hedge relationships . . . .. ... . .. .... {3 (3) {261) {261) (264) {264)
(44) (a4)  (1.825) (1,625 (1,669}  (1,669)
Natderivativeliabllity. . . . . .................... (1) (1) {563) (583) (564) {564)
Borrowlngs
In designated hedge relationships - fair value hedges .. ... {180) (180)  (4,630)  (4.630) (48100 (4.B10)
In designated hedga relationships - cash flow hedges . . . . . - - ere) 7220y (8779)  (7,220)
De-deslgnated from falr value hadge relationships or notina
hedge relationship. . . .. ...................uuus (574) (577)  (2,904) (3,176) ({3.475) (3,753
{751) (757) {14313) {15,028) (15084) (15,783)
Cashandcaghaguivalenta{l}. .. .. ... oo on vt 2,479 2,479 - - 2,479 2,479
TalstraGroupNetDebt. . . . ... . ..... ... ... ...... 1,727 1,721 (14,876) (15,589) (13,149) (12,888)
Qther Financlal Inatrumanta
Financalsasarecaivabla, . .. .. ... ... .. ... ... .. 66 66 148 148 214 214
Amounts owed by jointly controlled and associated entities. . - - 451 481 451 451
Dtherrecaivables ... ... ... . 0. it 7 7 - - 7 7
Not Intorost bearing financial lUabilitlea, . . . .. ... ... .. 1,800 1,794 (14,277) (14,980) (12,477) (13,196)

Equity Inveatments claselfled ae avallable-for-aale
Listed and unlisted securities(il). . . ... . v v v v u - - aB a8 a0 k]

Loans and recaivablea at amortised coot
Trade/other raceivables and accrued revenua (i) . . ... .. .. 4,484 4,484 344 44 4,828 4,828

Finanalal Uabillties at amortlsed cost

Trade/other craditors and acgrued expensas (iY. . . . . . .. .. 4211 (4,.211) (59) (59) (42700 (4,270}
Deferred considaration for capital expanditure. - . . . . . ... (30) (30) {104) {104) {134) {134)
Net fingnclal Uabillties. . . . ... ... .............. 2,043 2037 (14 16771 (1201 12 734

(i} For financial assets and financial liabilities with a ghort-term to
maturity, the carrying amount is congiderad to approximate fair
valua,

(ii) Our available-for-aale investments are measured at higtorical
coal. Refar Saction (@) for further datails.

Telslra Corporation Limited and controlled antlllea Talstra Hall-Yoar Financial Repart 2014 23
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(CONTINUED)

FAX +61 3 9620 2154 Telstra

6. FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (CONTINUED)

(a) Fair valus hlerarchy

We use variouve methods In estimatlng the fair value of our
financial instruments, The methods comprise:

+ Leval 1: the falr value is calculatad using guoted prices
{unadjustad}in active markets for identlcal agsets or liabilities;

« Level 2: the fair valua is setimated using inputs other than
guoted prices includad in Levet 1 that arg observabls for the
asset or liability, sither diractly (aa prices) or indiractly (derived
from prlees); and

+ Leval 3: the fair value is estimated using inputs for the assat or
Liabillty that ara not basad on observabla market data
(unobservable inputs),

The level 1n the fair value hisrarchy within which the fair value
measurement is categorisad In lts entlrety has baen detarmined
on the basals of the lawest lavel input that iz significant to the fale
valua measuramant in itz entirety.

An unobservable valuatian input is considerad significant If
stressing the unobservable input to tha valuation modal would
resultin & greatar than 10 par cant change in the overall fair value
of the instrumeants.

The falr valua of tha financial instruments and the ¢lagaification
within the fair value hierarchy are summarised in Tables F and G
below, followed by a description of tha methods used to estimats
the fair valua.

Table F Telatra Group
-As at 31 December 2013
. Lavel1 Level2 Leveld Total
©  km " $in Sm - Sm
Availabia for sala : . -

Investmaents - other . : : B
Unlisted securities. . . . - = == ‘o

Derlvative agsots . : C
Cross currency swaps. . . = 219 - 819
Interegt rate swaps . .. . .- 603 - 603’
Forward contracts. . .. ! = 4B ..
' T N [ N X7 )

Derivative liablitles ] R R
Crosgeurrency swaps. . . - = {692) . - (692)
Interest rate swaps . .. . = {608) . = . (50B)
Forward contracts . . ., T - (3)
= {1,208). = [1,208)
387 7

24} Telvtw Halt-Yoar Finoncial Report 2014

Table G Tekstra Group
Ag at 30 June 2013
Level 1 Level2 Level3d Total
$m $m $m $m
Available for sale
Inveatmente - other
Unliatad securities. . . . - - 19 19
Derivative asoets
Cross currangy swaps., . - 420 - 420
Interest rate awapa . . . - 642 - 8472
Forward contracts . . . . - 43 - 43
- 1,108 19 1,124
Derlvative lUabllitiea
Crogs cUrrancy swaps. . = (1,079) - (1,079
Interest rate swaps . . . - (6B7) - (587)
Forward contracts . . . . - t5)] - (3)
- (1,669) - (1,669)
- (564) 19 {545)

Thara wara no transfers batween Levels 1 and 2 for recurring falr
value measurements for our flnancial ingtruments during the
pariod.

All balances wera transferred out of the Level 3 fair value
hisrarchy and measured at historical cost as thalr falr value
cannot be reliably measured. Rafer Avallable for sale investments
- othar- unlistad sacurities for further details,

Qur poligy is to recognise transfers into and transfars out of fair
value hlerarshy levels as at the end of tha reporting perlod,

(i) Fair value measuremants

The fair value of financial inatrurmnants that are not traded in an
active market ia determinad using valuation technigues. These
valuation techniques maximise the use of observable market
data.There were no ¢hangas in valuation tachnigues during the
yaar,

Specific valuatlon techniques used to valua our financial
Inatruments are as follows:

Talotra Corporatlen Limiled and controlled eniltes
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NOTES TO TH E FINANCIAL [0 0reT
FINANCIAL STATEMENTS
(CONTINUED)

8. FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (CONTINUED)

{e) Falr valua hterarchy (continuad)
() Fair value measurements (continued)
Cross currency and interest rate swaps

The net fair values of our croas currancy and interest rate swaps
are determined using valugtion tactiniguas that utilise data from
ohbservabla and unobservable market data. Assumptions are
based on markst conditions existing at each reporting date, The
fair valua is calculatad as the present value of the estimated
future cash flows using an appropriate marlket bazed yisld curva,
whlch 1g Indepandantly derlved and represantative of our coet of
borrowing, In particular, the following inputs are used to derive
yield curves uged in the caloulation of fair values of our derlvatives:

»  basea curves which ara readily available market data and
quotad for all major currencies; and

+ priging data reflacting our borrowlng margins obtained from
zelected market participants with whom we have transacted or
would tranaact in capital markets, We ganarally use the mid
point of the pricing data ranga in calculating the yield curva.
This pricing data used to estimate our borrawing marginais nat
obeervabla. However, sanaitivity analysla on changes to thia
input, by using the maximum pointin the pricing range. does
nat result In a slgnificant change to the falr vatua of our croas
currancy and intarest rate swaps. We have therafora glassified
thesa derlvatives based on the observable markat inputs as
Lavel 2.

Farweard contracts

The falr valua of our forward exchange contracts ig calculated by
refarance to forward exchange market rates at raporting date for
contracts with similar maturity profiles. These markeat rates are
ohservabla and therafora theose darlvativas have baan classlflad
a3 Lavel 2,

Available for sale invastmeants - othar - unlisted sacuritias

Securities not ligted on any stock exchange and where a quoted
markat prica I3 not available are classified within Level 3 of thefair
valua hierarchy.

Falrvalue of unligted seeuritias repragsanta the price that would be
received to sell the financial assat in an ordarly transaction
betwoan markat particlpante at balance date.

Our avellable for sala invagtmenta compriga & number of
investmants in antitias with no quotad market prica in an active
market and for which fair value cannot be reliably measured.
Thesge investments have bean measursad at historical cost as the
range of reasonabla fair value estimates was significant and the
probabilities of the various astimates could not ba reasonably
assezzed. Wa do notintand to dispose of these investmants in the
near future,

Tolsira Corporalion Limlled and conirofled entliies Talsira Hall-Year Financlal Report 2014 25
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NOTES TO THE
FINANCIAL STATEMENTS
(CONTINUED)

6. FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (CONTINUED)

(f) Offastting and natting arrangemants

The followlng tables present our financial assets and financial
liabilltles subject to offsetting, enforceabls mastar netting
arrangements or similar agreements:

Table H Telatra Group _
Financlal Inatruments S ..* . Asat3i Dacember2013 ., cviel S
' Natamountaoi . Gross amuuntl not nﬂ'aet \;:, R
. flnanclal . In the atammehtof : et
© Amounta that lnatrumunta financial, pualtlon (I) Nut nmounts
Grusuamuunturaoffmtlnthex pressntedin - - \ thatarenpt
ufrncugnlaad atatemant of - ‘I;hostntomant e Gollatnrul" "jubjectto "
‘finanélal ‘tinancial 5 -offinanclal” ' Flnancial . - received or vffeatting
Inatrumanta poultloq \ pdnltlon lnatrumantn (Il) plndgud * " arcangements
$m " *I\'I } - &m - ., $m o 2 - $|'|11 " . ‘.$r|||
- (a) R S A TR (8) = (c) - ().
Trads and other recelvables. ...~ .~ 829 . A T 810 e e 93
Trade and other payables .. ... . B (447) . ‘?(1ui ’ S (k28 (1'73) ST :-. - (268}
Derivative financial azsats. . . . . - cAsm 0 et @70 - 1,570 TR AR
Derlvatlve financial liabilities . . . (1,208 © .- 7 J(1,208) 1, zoa) - e G R
Assets classlfled as hald forsale - B . oo " ;o
Tradeand other receivables. ... .~ 182 . 13~ 139 . 128, \ A .
Liabtlitles classified as held for sale R S :
- Trade and other payables. . . . . oo (09 L3 L (ed) . {71) L m (a)
Total .. ................ S . @8 o= . B0B : 788 R (1)
Tabla | Talgtra Group
Financial Instrumenta Ag at 30 Juna 2013
Net amounts of  Gross amounts not offset
finanglal in the statement of
Amounts that  instrumants financial position () Net amounts
Gross amounts ara offsat in the presentad inthe that arg not
of racognised statementof  etatomentof Collataral subjact to
financial finangial financial Financlal rageived or offsetting
instruments positlon position instrumenta (I} pledged arrangemants
$m $m $m $m Em %m
(a) b) () =1(a)-{ {d) () fo) =1{c)- )
Trada and other receivables . . . . 637 65 572 B16 - 56
Trade and other payables . . . .. (439) (65) (374} (214} - {160)
Derivativa financial assats. . . . . 1,108 - 1.105 1,108 - -
Derlvatlve finangial liabilities . . . {1,660} - (1,669) (1,668 - -
Total . ................. {366} - 366 i62 - 104
(i) Reflactz amounts subject to conditional offaetting For our wholesale customers we have executed Customer
arrangements. Ralatlonship Agreements which allow for the netting of amounts

payable and recelvabla by ug in certain circumstances where
thare la a right to sugpand the supply of services or on the
expiration or termination of the agreerent.

{ii) Below iz a deacriptlan of our material rights of set off that are
not otharwisa includad in column (b) in Tables 4 and | abave:

Far aur Inter Oparative Tariff arrangemants wlth some of our
intarnational roaming partnars, we have executad agraesmeants
that allow the natting of amounts payable and receivable by us on
cessation of the contract,

24 Talala Half-Yaar Financial Raport 2014 Telatra Camporatlon Limiad end controllad antilea




13/02 2914 THYU §:48% FAX +61 3 96Z0 Z154 Telmtra [Z]048/080

CIAL LR

NOTES TO THE
FINANCIAL STATEMENTS
ONTINUED)

6. FINANCE COSTS, CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (CONTINUED)

() Offaotting and natting arrangemanta (continued)

For all our derivative financial ingtrumants, we have executed
mastar netting arrangements undar our I30A (Internaticnal
Swaps and Derivatives Asaociation) agreements, These
arrangsmants allow for the netting of amounta payabla and
receivable by us or the counterparty in the event of default ora
credit event. In line with contractusal provisions, In the event of
ingolvency all derivatives with a pdsitiva or negative fair value that
exist with the respective counterparty are offset agalnst each
othar, laaving a net ragaivable or liability.

(g) Caah flow hadging ressrve
Tahla J Telatra Group
Half-year ended
31 Dagember
L2098 2012
.__Bm $m
Openingbalance 1July . . . . . .. .. . . e oo o(82) {87)
Changas in fairvalugof cash flowhedges . . .. .. . .. .. e e . A1 ; (78)
Changes in fair valus transfarred to the income statementfortheperied ... ... 0 0o oo oo ooy : _(447) g7
T (a) 71
Income tax on movements in the cash flow hedgingresernva, . . . . oo o v o v i v ia v e nan e e os M {B)
Cloginghalanca 31 Dacamber, . . . . ... . . i i e - (117) {74}
The net reduction in our cash flow hedge reserve (befora tax) of «  movements in the Australian dollar against variQus currencies,
$36 milllon (2012; incraase of $21 milllon) comprises: predominantly Eurg, British pounds sterling and the United

States dallar.

« natrevaluation gaing of $411 million before tax (2012; lass of
$76 million) on our cross currency and interast rata swaps
hedging future paymants on our offzshora borrowings in cash
flow hadges and our forward foralgn currancy contracts
hadging foracast purchases denominataed in foreign currency.
MNet revaluation galns and losses reprasents the affective
portion on remaasuring the fair value of these hadging
instrurments; and

« transfar to the income statement of a net gain of $447 million
before tax (2012: net lozs of $97 million), representing interest
ingurrad on our derivatives and hedging gaing praviously
racognisad in the cash flow hedge reserva which offzet losses
on tranalation of the hedgad borrowlngs and purchases at the
applicable spot exchangs rata.

The bafgre tax net movement in the cash flaw hedge razerva of 36
million ia included as & net increase in gross dabt (2012; net
raduction in gross debt of $21 million). Refar to Table G for further
information.

Tha net revaluation gain {bafora tax) of $411 millicn reflacts
valuatlon lmpactes from:

«  movemant In bage markel ratas and our borrowing marging
batwaan valuation dates;

« discount factor unwinding as borrowings move closer to
maturity;

+ reduchon in the number of future interest flows as we
approach maturity of the financial Ingtrurments; and

Tololra Corporation Limited dnd corralled ontilles Telatra Hall-vesr Finenclal Repot 2014 27




13702 2014 THU

3: 49

NOTES TO THE
FINANCIAL STATEMENTS
(CONTINUED)

7. POST EMPLOYMENT BENEFITS

The employas suparannuation schames that we participate Inor
sponacr exist to provide benefits for our employees and thair
dependants after finlshing employment with us. It is our policy to
contribute to the schames at rates gpacified in the governing rules
for definad contribution schismes, or at rates detarmined by the
astuarias for defined benefit schemas.

Details of the defined benefit plang that we participate in are set
out balow:

Tolatra Superannuation Scheme (Telatra Super)

On 1 July 1994, Telatra Super was aatablished and the majority of
Telatra staff transfarred into Telstra Super. Tha Telatra Entity and
some of our Australian controlled entities participatain Telstra
Super,

Talstra Super hag both definad benefit and defined contribution
divisiong, The defined benefit divisions of Telstra Super ara closed
to new members,

The defined bensfit divisiona provide benafits basad on years of
service and final average calary. Post employment benefits do not
include payments for medical costs.

Contribution lavels made to tha defined beneflt divislons are
dasigned to sngure that benefita aceruing to mambers and
bensaflclaries are fully funced as the benafitz fall due. The beneflts
rocaivaed by members of each defined bensfit division take into
account factors auch as the employees' tength of zervice, final
avarags salary and employaer and employee contributions.

FAX +61 3 9620 2154 Telstra

Z1048/Q6¢0

An actuarial investigation of thig gcheme is carried out at least
every threea yeara,

GSL Limited (CSL) Ratiroment Schame

Our controlled entity, C5L Retlramant Schemae, participates in a
superannuation achema known as the CSL Retirement Schems,
Thie acheme was established under the Occupational Retlremeant
Schamaes Ordinance and la administerad by an indepandent
truetes, Tha schame has three defined bensfit sectionsa and one
defined contribution sactlon, Actuarlal assessments are
undertaken annually for this scheme.

The benefits recaived by mambars of the definad benefit schemes
ara based on tha amployees' ramunaration and langth of servica,

() Not dafined banafit plan asset/(llability)

Dur nat deflned bensfit plan azset recognised in the staternant of
financial position for the current perlod ig determinad as follows:

Talatra Group
Anat
MDec  30June 31 Dec
o 2013 2013 2012
Note . - §m $m $m
Fair vatue of definad benafit planasseta. . . . . oo v v oo i i o e i s © ¢ 5,080 ‘ 2.944 2,734
Present valug of the defined benefitobligation. . . ... .o o o s c 2,044 2,983 3,269
Net dofined benefitazzet/liability) . . .. ... ... .o e - 238 {39 (535
Comprised of R
Net dafinad henafit assat/(liability) attributable to Telstra Super Schome. ... ... et 228 (42) (632)
Net defined benefit asset/(llakility) attributable to CSL Limited Retirement Scheme . . . . . . .. ] . A 3 (3
S 238 (29) (535)
(b) Princlpal actuartal assumptions
Wa used the following major annual assumptions to detarming
our defined bensfit plan expenge for the half-year ended:
CBL Retlramant
Telotra Super Schema
Half-ysar anded Half-year ended
31 Decamber 31 Dacembeor
", 2013 2012 ' 2013 2012
' % - %, T %
DISCOUNEREtE . . . ..o e - 40 4.0 C21 1.0
Expected rate ofincreasa Infuturesalarles . . .. .. .. ... ..o o NN 4.0 40-80 40-50

28 Telairs Half-Yoor Finenciel Rapory 2014
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NOTES TO THE
FINANCIAL STATEMENTS
(CONTINUED)

7. POST EMPLOYMENT BENEFITS (CONTINUED)

(b) Prinaipal Actuarlal Assumptions (continuad)

We uged the following major annual actuarial assumptions to
detarmina our defined benefit abligations as at 31 December:

o50/080

TIAL RTPORT

CSL Retiremant
Tolatra Super Sthome
As at Aaat

31 Dacembar 31 Dacember
2013 2012 2013 2012
%, % o %
Dlagountratali). . .. ..o v e e e e _ 4.5 a7z ... 2.4 1.0
Expected rata of Incresse Infuturagalares ()} . . .. . ... ... ... .. S..83.B, 40 . 6460-80 40-50

(i) The present value of cur defined benefit obligations is
determined by discounting the estimated future cash outflows
using a discount rate based on government guarantead securities
with similar dus dates to thess expected cash flows,

For Telstra Super wa hava used a blended 10 year Australian
government bond rate ag it has the closest term from the
Augtralian bond markat to match the term of the definad benefit
obligations. We hava not mads any adlustment to reflact the
difference batwean tha term of the bonds and tha estimated term
of liabilities dua to tha observation that the current governimant
bond vield curve 1s raagonably flat, implying that the ylalds from
government bonds with a term less than 10 years are expected to
hea very similar to the extrapolated bond vislds with a term of 12 to
13 veare.

Far tha CSL Retirement Schame we hava extrapolated the 5,7, 10
and 16 year yialds of the Hong Kong Exchanga fund notes to 11
years ta match the tarm of the defined benefit abligations.

(i) Our aggumption for the salary inflation rate for Telstra Superis
3.5 per cent, which la reflective of our long term axpactatian for
salary increases. The salary inflation rate for CSL Ratireamant
Scheme iz 6.0 per cant In financlal years 2014 to 2015 and 4.0 par
cant thereafter which raflacts the long term expectaticns for
salary increaaes.

(¢} Employer contributions

For the six months to 31 December 2013, the total cesh payments
macle by ug in ralation to contributions to Telatra Super was $201
million {2012; $233 million). This consists of tha following:

« employer cash contributions of $160 million (2012: $178
rillion);

« amployeas pra and post-tax salary sacrifica contributions of
$41 million (2012: $43 million); and

+ payroll tax of 10 million (2012: $12 million).

Talstra Corporatton Limied and cantrofiad antlliea

Tha vested beneflts index (VBI), which formg the basis for
determining our gontribution levals under tha funding daad,
reprasents the total amount theat Telstra Super would be required
to pay If all defined benefit mambers wara to valuntarily leave the
fund on the valuation date. The VBI azzasses the short term
finandlal position of the plan, On the othar hand tha liabllity
recognised in the statement of financial position is based on the
projected benefit obligation (PBQ), which reprasents the presant
value of amployaes’ benefits assuming that employess will
continua to work and be part of the fund until thair axit. The FRO
takes into account future ingreages in an employes's salary and
provides a longer term financial position of the plan.

Tha average VBI for the quarter ended 31 Decamber 2013 was 109
per cent (2012: 96 per cent). We expect to make total cash
payments for tha year anding 30 Juna 2014 of $391 milllon. This
Ingludas employer contributions to the accumulation divisions,
payroll tex and employee pra and post tax salary sacrifice
contributions, Thig also agsumaes contributions to the defined
banafit divisions at a rate of 15 per cent for financial year 2014.

Tolsirs Halt-¥aar Findncial Roporl 2014 § 29
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8. IMPAIRMENT

Cash genwrating unite

Far the purpeses of undartaking our impairment testing, we
identify cash generating unita (CGUa). Our CGUs are determined
acsording to the emallest group of assats that ganarate cash
inflows that are largaly indepandent of tha cash inflows from other
azsets or groups of asgets,

Tha carrying amount of our goodwill is detailed balow:

Goodwill
An at

"ol D I0June
RN EY 2013
i ."l"\‘\"“$m= $im

CGUB . “‘,':-\f i ‘.\.‘g
CSL New World Group* {a). . . . . N 880
Talgtra UK Group* . . ... .. ... A 60
Sensis Group(b) . .. .. ... ... Y 216
Location Mavigation (b). . . . ... R S 14
1300 Australia Group . . . .. . .. SRS [ ) 18
Autohome* .............. ' 108
SeguelMedla* . ........... IR | 13
02 Networks Group (e) .. ... .. LT -
NSCGroup(d). .. .......... - 1B -
DCAHealth Group(e) ... ... .. DR [ -
FREDIT(} . . vovviennann S LN -
OtHEr . e R 96
3 422 1,382

* Thase 0GUs oparate in overseas lacations, therefore tha
goodwill allocated to thagse CGUs will fluctuate in line with
movemants in applicable foreign exchange ratas during the
pariod.

(a) Goodwill allocataed to the CSL Mew World Group CGU {Inclucdead
inthe Telstra International Group (TIG) reportable segmant) arisas
on congglidation of C3L New World Mobility Limited and its
controlled entities (CSL Group). Aa at 31 Decomber 2013 asgota
and liahilitios of the CSL Group have baan classified as assets and
liabilities hald for sals and measured at thelr carrying amaunta
whilch wera lowar than the fair value less costs to sell. This
axcluded cash balances which will be recovered via complation
adjustmente. Refer to note 8 for furthar datails.

(b) Goodwill allocated to the Sensgis Group CGU and Location
Navigation CGL (includad in Telstra Media Group (TMG) reportable
segment) ralates to the Sensis advertising and directories
business. On 17 Decarmber 2013 the Directors approved the
disposal of 70 par cant of our 100 per cent shareholding ln Sensls
Pty Ltd and Its controlled entities and authorized managemant to
finalige the fransaction. Tha results of Sensis disposal group for
the half-year ended 31 Decermber 2013 hava baan reported as a
discontinued operation, Ag at 31 Dacemnber 2013 azsets and
liabilities of the Sensis disposal group have been classified as
assets and liabilities held for sale, with the exception of tha cash
halangas which were excludad from the sale agreement, and
measurad at the lower of carrying amaount and fairvalue less coats
tosell. Thiz resulted in an Impalrment charga of $100 million
againgt goodwill being recognized in the loss for the perlod from
discontinued operation In the Telstra Group half-year financial
gtatementa, Refer to nate 8 for further details.

30} Talstm Hal-Year Finansal Report 2014
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(c) On 31 Dacemnbar 2013, 100 par cent of 02 Networks Group was
acquirad, Given the acqulsition date was 31 Oecember 2013 and
goadwill was racognised at fair value an that date, no value in usa
calculation has been performed. Thie CGU is not conglderad ta ba
impaired. Rafer to note § for further detaila,

{d) On 22 August 2013, 100 par cent of NSC Group was agquirad,
Refer to nota § for further datails.

{) On 2 Septamber 2013, 100 per cant of DCA Haalth Group was
acquired. Refer to note 5 for furthar detalls,

() On 30.September 2013, 60 par cent of FRED IT was acquired.
Refer to note § for further detalls,

Ubiquitous telacommunicatlons network and Hybrid Flbre Coaxial
(HFC) cable network

In addition to the aforemantioned CGUs, wa have two further
significant CGUs that are reviewed for impairment. These two
CGls are:

+ tha Teletra Entity CGU, excluding the HFC cable network; and
»  the CEU comprising the HFC cable network.

The Telstra Entity CAL consiats of our ubiquitous
talacommunications network In Australia, excluding tha HFG
cable network ag we congidar it not to be integrated with the rast
of our telecommunications network, Asseta that form part of the
ubiquitous telecomrmunlcations network, comprising the
customar access natwork and the core network, are sonsidersd to
@ working together to ganerate our cagh flows. No ong item of
telecommunlcations equipmant is of any value without the other
agsats to which it is connectad in order to achleve dallvery of our
praducts and services,

Impalrment testing

Qurimpairment testing compares tha carrying value of an
individual eaget or CGU with its recoverable amount as
datermined ysing a value in use calculation,

Qur agsumptiong for determining the recovarable amount of each
asset and CGU are based on past experiance and our expactations
for tha future. Qur cagh flow projections are based on a maximum
flve yaar management approved foracast. Theee foracasts use
management satimatas to detarmine income, expenses, capital
expenditure and cash flows for sach aaset and CGU.

Talatrm Corporation Limibkd and conirolled snilias
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8. IMPAIRMENT (CONTINUED)

Impalriment testing (continued)

Wa have usad the followlng key aasumptions in determining the
recoverable amount of our CGUs to which goodwill or indefinite life
intangible assets hava been allocatad:

Tarminal valug
_growth rate (h)

As at
31 De¢- 30 June

Discount rate

g

t
31 Dec” 30 June

T2013, 2013 . 2008 2013

% % Y %

CSLMNewWorld Group (). . [ .,-© 116 - =~ 20
Tolstra UK Group. . . .. . . f a7 80 ', a0 3.0
Sensiz Groupib) ....... - 16.9 - 3.0
Locetion Mavigation (b}, . .~ -~ 123 . -~ 3.0
1200 Australia Group . . . .. 13.0° 128 3.0 a0
Autohome . .. ... 21 198 B0 5.0
SequelMedia......... 2119 200 6.0 5.0
NSCGroup. . .. .0 vu s BALE 3 nfa . 3.0 n/a
DCAHsalth . ... ....., . 129 e a0 n/a
FREDIT. ............ 13.3 n/a 3.0 n/a

(g) Discount rate rapresents the pra tax digcount rate applied to
the cagh flow projections. The discount rate reflects the market
daterminad, rick adjusted dizgount rate whigh Is adjusted for
specific risks relating to the CBU and the countries in which it
operates.

(k) Terminal valua growth rate represents the growth rate applied
to extrapolate our cash flows beyond the five year forecast pariodl.
These growth rates are based on our expectation of the CGU's lang
term parfaormance in ita regpactlve markets, The terminal growth
rates for the Australian CEBUg ara aligned at 3.0 per cent,

Managemant have datermined thers are no reasonably possible
changes that could occur in thesa two key assumptions that would
cause the carrying amount of thege CGUs to exceed theit
recaverable amount. The discount rate would need to increase by
320 basis points (30 Juna 2013: 480 baels polnta) or the terminal
valua growth rate would need to ba a negative growth of 1.3 par
cant (30 June 2013 nagative 3.0 per ¢ant) before tha recoverable
amount of any of the CEUz would be aqual to tha carrying value.

Talstra Gorporailen Limited and conirolled entltlea
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FANANCIAL TR-DOIRT

Ublquitous telacommunications network and HFC cable network

Basad on the exlating Natlonal Broadband Natwork {(NBN)
Definitiva Agreamants {DAs), wa expect our dlscounted futura
cash flows ta support the carrylng amount of both natworks, This
iz baged on:

+ the conalderation we expact ta raceive under the NBN DAs for:

- the prograseiva disconnection of copper-hased Customear
Accesa Network services and broadband services on our HFC
cable network (excluding Pay TY services on tha HFC cable
natwork) provided to premises in the NBN fibre footprint:

= providing aceess ta cartain infrastructure, including dark
fibre links, exchange rack spaces and ducts; and

- tha gale of l@ad-in-conduits; and

» forecast cash flows from continuing to:

- provida Pay TV garviges via the HFC cabla natwork into the
future; and
- uzs the core network.

@Given this. tha results of our impairmant testing for both networks
bagad on the NBN DAs ghow that tha carrying amounts are
racoverable for the half-year ended 31 December 2013,

There have baen preliminary discussions batween us and the
Commaonwealth Government but the outcoms of any ra-
nagotlatlon e uncertain. Therafors, we hava not factorad inany
potential changes to the NBIN DAg into our half-year impairmant
agsagsment,

Toluleh Hali-Your Financial Ragorl 2014 ;34
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9, NON CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATION

Sanais digposal group and discontinued operation

On 17 December 2013, the Diractors approved the disposal of 70
per cent of our 100 per cent shareholding in Sensls Pty Ltd and ite
controlled entities (Senais Group) and authorised management to
finalise the tranaaction, On 13 January 2014 a sals agraament for
total consideration of $454 million wag signed. The gale (s subject
to completion adjustments and a number of conditions, including
appraval frem the Foreign Investment Review Board.

The gala exoludes the volee services buginess and includes
aconomic benefits to us from services we will continue to provide
to the Sensls Group, We will retain a 30 per cent sharsholding in
the Sangis Group. Tha valua of our retained shargholding
incorporates the impact of debt financing for the acquisition and
certaln prefersntial rights for the subordination of distributlons to
aquity holdars in favaur of the purchaser.

Voiga services, including the 1234 and 12456 services, arg a part
of our core telecom offaring and will continue to be operated by us.

In agcordance with AASE §: "MNon current Aseets Held for Sale and
Discantinued Operations” the Sensis Group represants a separats
major line of business and is reapongible for managemant of the
domesticdirectories and advertising businaess, including printand
digital directories, digital mapping and satellite navigation, digital
digplay and business informatlon services. Thiz includas
manegement of laad|ng information brands, including Yellow
Pages®, White Pages®, Whereis®, Citysearch®@, Mediasmarnt®
and Quaotify®.

In accordance with AASB 5 the Sengis Qroup was disclosed az a
discontinuad operation and the carrying valug of assets and
llabilitias of the Sensis Group, with the exceptian of the cash
balances which wera excluded from the sale agreement, ware
clasglflod ag hald for zale as at 31 December 2013, and measured
at the lower of carrying amount and fair value less costs to sell.

The Sensis Aroup is included In the Telstra Media Group (TMGE)
reportable sagment In our segment disclosures in nota 4.

Financial information related to the digcontinued operation and
non-currant agsets classified as held for sale |5 set out balow,

Sanala Group

Half-yaar snded
31 Dacember

© 2073, 201z

.. $m sm

T T . -53_53 ' 410
L= 11 1 - LBB 4B5
(Loas) befora intome tax expenae . . . . . .. ... . e e e {107 (75
Income tax axpaned/Banafit . . L e e e L (22)
(Loea) after income tax expense from diecontinuedoperation . . . . .. .. .. ... ... ..., e o LaEy [5)
After-tax (loss) recogniged on the re-meagurament of asgets of disposalgroupfe) . .. ... . ... ... .. © 4100} -
(Lows) for the perlod from discontinued opération . . . .. ... .. s s a e e . A2y [()]
Net cagh provided by operating activities . . ... ... ... vr oo i o oo T 337
Metcazh {used in) invasting activitles, . . . . . ... e e Soan {37)
Nat cagh provided by/(used in) financing activities ... .. ... ... o i i e e L. -
Metincrease incashandcashequivalants . ... .. o o it i e . 236 . 200
Earnings per share for (loas) from discontinued operatlon (centa par share) ;o conts conls
=7+ I E Y] (0.4)
= S {1.8). (0.4)

(a) Thare was no incoma tax expenas/benefit on the ra-
measurarmant of agsets of disposal group.

Basad on the sale price of $454 million, our estimata of the fair

valug ofthe 30 par cent retained shareholding in tha Sensia Group,

astimated completion adjustments and subject to final
completion adjuatmants, the carrying value of Sensis Group

goodwill was impaired by $100 million which wag recognised in tha

loss for the period from discontinued operation for the half-year
ended 31 Decembar 2013. Refer to note 8 for further detaila.

42| Telotra HAY-Yesr Financial Repon 2014
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FINANCIAL STATEMENTS
(CONTINUED)

9. NON CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATION (CONTINUED)

Sansis disposal group and discontinued operation (continuad)

Senala Group
Aaat
3 Dec  30June
My 2013

$m $m
Current asgats
Tradeand otherrecelvablas. .. .. . oo e . 383 -
=TTy T=- 3 R .
o= F Ty 1= R X -
Total cUm BN g atE . . . . . L e e e C 38T -
Mon curront asseta R
Proparty, plantand equlpment . . . . .. . e e e e e L 9 -
Intangibleassatz, . ... . L ‘. BR2 -
Total nOn GUITENEBE58E5 . . . . . . v v ot e e e e e 628! -
Totalmssets . . .. ....... 1.012 -

)
Current llabilltles :
Tradaand other payablSS . . .. .. .o i e e e e e 13 -
= 1] k. -
Revanue raceived INadVANCE . . . . . . . . L. ] 259 -
Totalewrrantlabllitles . . ... o e e e 408 -
Non current UabIllitlea
Proviglons . . .. e .18 -
Daferrad tax Habilitios . . . .. i e e e e 23 -
Total non currant Labilities . . . . . .. L e e e e e » -
Totallablitlon . . . . . . ... . . e e e e e - 484 -
Natassets. . . ....... T T T T e e e e 548 -
Thare was nil cumulatlve Income or expenaa recognised in other
comprehensive income related to the Sensis @roup classifiad as
held for sala.
Wa have used the fair value less costs to sell valuation process in
dariving tha impairmant ¢f the hald for sale ageets. In accordance
with AASE §, the aaseta and liabilities hald for sale ware writtan
dawn to their falr value of $548 million, The Sensis Group aasets
and liabilities wera compared against the sale prooeeds of $454
million for 70 per cent of the Sansis Group and the valuation of the
ratained 30 per cant of our ghareholding In the Sensia Group, This
raaulted In the impairment of $100 million as at 31 December
2013. This transaction is subject to ragulatory approval and the
flmal euteorne will be impacted by the timing of completion and
adjustments.
Tolatra Entlty
Half-yaar andad
31 Dacember
2013 2012
- $m $m

Profit/(loss) attributable to equity holders of Telatra Entity ‘ iR
Proflt fram continuing operalions . . . .. 0t e e e e e 1,028 1,813
(Loss) fram discontinuad Operation . ... ... e @) {53)

1,704 1,560

Taleira Gorporaton Limlted and contraliad enlities Talgtra Han-Yaar Financlal Reporl 2014 1




13/02 2914 THY §:5Q0 FaX +61 3 96Z0 Z154 Telmtra Z]955/080

NOTES TO THE
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(CONTINUED)

9. NON CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATION (CONTINUED)

CSL Hong Kong dispozal group In aceordance with AASS B, the carrying value of assets and
labilities of tha CSL Group, with the excaeption of tha cazh

On 20 Dacembar 2013 wa signed an agreement with HKT Limited  balances which will be recovered via the completion adjustrents,

to disposs of our entire 76.4 par cant shareholding in CSL New were clagsifiad as held for sale as at 31 December 2013, and

Warld Mobillty Limlted and its controlled entities (CSL Group) for measured at the lower of sarrying amount and fair value lg=s costa

total consideration of $2,078 million {US$1,853 million), subjectto  to sall,

completlon adjustmenta and foreign exchange movemants, The

canditions precedent to the completion of the disposal Includa Unlike tha Sensis Group, the 5L Group doss not meet the criteria
regulatory approval in Hong Kong as well as HKT Limited and of discontinued operation under AASBE 5.
PCCW Limited secyrity holdars approval,
CSL Group
As at

31Dec!  30June

Peo2013 2013

AR $m
B
Current asgoty e
Trade and otharracelvables . . . . . . ... L e 302 -
IMVENBOTIBS. . . . .. . ettt sttt e e L 46 -
PrBPAYTIIENES & o v v vt e e e e e et e e R B -
Total TN ASEEEE . . L . . i e e e s e e e b R & -
Non currant assets DR
Trade and other racaivablor . . . . . . . .. e e e ERCEUN [} -
Investmants - accounted forusing theeguitymethod . . ... oo . .o e o e . -
Property, plantand equipment . . . ... .. e R | I -
TR =TT U U148 -
Dofined DEMETt BEEBEE + v o v v v v v v v e v v e e ke e e e e R ) -
Total Mo GUrrent A8EOtE . . . . o . . e s R P L -
Totalassets . . . . .. ... ... ... ... ¢ nnnas e e e e 'I,Biﬂﬁ' -
Curvant llabllitios A AT
Tradeandotherpayables . . ... ... .. ... . e AL -
PIOVISIONS + v+ v s v v s v s s s s a s e v s v e aa e em e e e ettt e e AR | -
CUrrenTtax payable . . . . e s s TR -
Rovanue received iN 80VENCE . . . . v v v vt v v et e ca et e et SRRRY. |-} -
Totalcurrermt Babilities . . . ... .. o o i e i R -
Non currant Liabllitlas I
Trade and other payables : ' -
T T 1 - N AR - -
Defarrad tAX LADILII®S . . . . . v v v s v i e e e e e . -
Totalnoncurrent Uabllitias . . . . . . . e e i s : 125 -
Totolllabllities ., . . .. ... . ... ... ... s G h et a e e e cea _._;-“Bi'[.g -
Netasgats. . . ............ e r e e e e e 1% 1,368 1 -
CSL Group
Agat
o3 Dae, 30Juna
N3, 2013
bm $m
Cumulative Incoma or expense racognleed In other comprehenelve Incoma retatad to disposal group T PR
clauaified ae held for sale oo
Actuarial {loss) on defined banefit plans attributable to equity holders of Talstra Entity . . . .. ... .. .. .M -
Foreign currency translation reserve attributable to equity holdars of Talstra Entity () ... ... .. ... oo (280) -
Income tax an mévements In foreign currency translation reserve, . . .. . oo oL i i o (07) ‘ -
Foreign currency translations raserve attributable to non-controllingintereats . . . ... ... ... . ... o (BT -
Total . .. ............... e b e e s s s e S e e e .- (465). -
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N OTES TO TH E ' I INAMGIAL 13017617
FINANCIAL STATEMENTS
(CONTINUED)

9. NON CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATION (CONTINUED)

C5L Hong Kong disposal group {continued)

(b) Foreign currency translation resarve includes net loss before
tax of $345 million and gaing aftertax of $65 million onour hedging
instruments uzed to hedge a portion of our invastment in the CSL
Group. :

If the conditions precedent are satisfied and the disposal of the
C5L Group eccurs the forsign currency translation rezerve
calculated at the completion date will be reclagsifiad to tha
Telstra Group Income statement reducing our gain on disposal,
The foreign currency translation raserve balance at 31 December
2013 was $260 milllon,

The CSL Group is included in tha Talstra International Group (TIG)
reportabla segmant in our s8gmant diseloguras in note 4.

TelstraClear dieposal group

On 12 July 2012, we slgnad an agreament ta diapoge of our 100 par
cant shareholding in TelstraClear Limitad and it controlled entity
(TelstraClear). The disposal was subsequently completad on 31
Qetober 2012 following regulatory appraval. Rafer to note & for
furthar datails,

In accordance with AASE B, the carrying value of assets and
liabilitias of TelstraClaar, with the excaption of cash balances
which ware excluded from the sale agreamant, wera classified as
hald for 2ale up to the date of 2ale. On completion of the sale,
included Inour diaposal valuss was $11 milllon of cash, which was
ragovarad through additignal proceads on sale.

During tha flrat half of financtal year 2013, waimpalrad $28 million
of our TalstraClear net assats, This was due to the operating
results of TelstraClear increasing the net assats, which wers not
racovarable through the disposal of TelstraClaar.

TelstraClear i included In the "All Othar" category In our segmant
information disclosuras in nota 4,

10. CONTINGENT LIABILITIES, CONTINGENT ASSETS AND EXPENDITURE COMMITMENTS

Cantingant liabilitlas and contingent asssts Expanditure commitments

Wa hava na significant contingent agseta as at 31 Dacembar 2013, Thaere hava been no significant changes to our expenditure
commitments from 30 June 2013,

Common law clalme

There have been no significant changes from 30 June 2013 to our
eontingant liabilitiag ariaing from our common law claims.

Indemnities, parformance guarantees and flnancial aupport

Thera have been no significant changes fram 30 Juna 2013 to our
indamnltiae, parformange guarantees and financial support.

Talsira Corparation Lirmited and controlied antitles Talstra Hali-Year Financlal Reporl 2014 a5
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NOTES T0 THE
FINANCIAL STATEMENTS
(CONTINUED)

11. EVENTS AFTER REPORTING DATE

We ara not aware of any mattar or ¢lroumstance that has occurred
since 31 Decamber 2013 that, in our opinion, has signiflcantly
affected or may significantly affect in futura years:

* QU operations;
+ the rasults of those oparations; or
» tha state of our affalrs;

other than;

Interim dividend

On 13 Fabruary 2014, the Directors of Telgtra Corporation Limited
rasolved to pay a fully frankead intarim dividend of 14.5 cants per
ordinary share, amounting to $1,803 million. The racard date for
the interim dividend 1s 28 February 201 & with payment to bs mads
on 28 March 201 4. Shares will trade excluding antitlament to the
dividend an 24 Fsbruary 2014.

A provision for dividend payable has been ralgsd as at the date of
resatution, amodnting to $1,803 mitlion.

The interim dividend will be fully franked at a tax rate of 30 per
cent. Tha financlal effect of the interim dividend resolution was
not brought to account as at 31 December 2013,

Thera are no ingoma tax consequances for the Telstra Group
rasulting from the resolution and paymant of the interlm dividend,
except far $773 milllon of franking debits arizing from the
payment of this dividend that will be adjusted in our franking
account balance.

The Dividend Reinvestment Plan continues to be suspanded.
Disposal of Sensis Group

On 13 January 2014 we signed an agreament to dispose of 70 per
gant of our 100 per cent shareholding in Senalg Pty Ltd and all Its
controlled entitiss (Sanala Group) for a total considaration of $454
milllen, Tha sale excludes the voice sarvices business, including
tha 1234 and 12456 sarvices, and Includas economic benefits
from aut core telacam sarvices which wa will continue to provide to
the Sensig Group.

Tha rasulting shareholder agraement includes certain preferantial
rights for thé subordination of dlstributions to equity holders in
favour of the purchasar.

The =ale is sublect to & number of conditions including approval
from the Foreign Investment Review Board,

In accordancs with AASB 5:"Nan-currant Assets Held for Sale and
Digcontinuad Operations® the Sensis Group results have been
disclosed as a dlacontinuad operation and tha carrying valus of
asoeta and liabilitios, with the exception of cash balances which
ara excludad from the sale agreament, have been glassified as
hald for sale as at 31 Dacember 2013, Rafer to note 9 for further
datails.

887 Telslre Hall-Year Financial Repon 2014
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DIRECTORS'
DECLARATION

The Diractors of Telstra Corporation Limited have made a
resolution that declared:

For and on behalf of the board:

(a) intha Dlrectors’ oplnlon, there are reasonable grounds to
helieve that Telstra Corporation Limited will be able to pay its
dabts as and when they become dué and payable;

(b) inthe Directors’ opinion, the financial statements and notes of
the Telatra Group for the half-year ended 39 Dacember 2013,
as sat out on pages 2 to 36, are in accordance with the
Corporations Agt 2001, including that:

(i) thafinancial report complies with Accounting Standard
AASB 134 “Interim Finangial Reporting” and the
Corporations Regulations 2001, and

(i) thefinancial statements and notas giveatrueand fair view
of tha Telatra Group's finansial pasitlon and paformanca
for the half-year ended 31 Dacember 2013.

C B Kiingstor ’bmﬁ&j

Catharine B Livingstone AQ David | Thoday
Chairman Chief Executive Officer and
Managing Diractor

13 February 2014
Melbourng, Australia

Talatra Corporalian Limited and eonlralled snlitiea Teistra Hall-Yerr Financlal Report 2014 ¥
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Report on the Half-Year Financial Report

Wa have reviewed the accompanying balf-year flnanclal report of
Talztra Corporation Limitad, which compriges tha ataternant of
financial position as at 31 December 2013, the income statament,
statement of comprehensive income, statament of changes in
equity and statament of cash flows for the half-year ended on that
date, notes comprising a summary of significant aceounting
policies and other explanatory Informanon, and tha directors’
daclaration of tha congolidated entity comprising the company
and tha antities it controlled at the half-year end or from tima to
time during the half-year

Directors’ Responalbllity for the Half-Year Financial Report

The directors of tha company are respongible for tha preparation
of the half-year financial report that gives a true and fair viaw In
accordance with Australian Accounting Standards and the
Corporations Act 2001 and for such internal controls as the
directors datarmine are necessary to enable the preparation of
the half-year financlal report that Iz froe from material
rnlastatament, whather dua to fraud or error.

Auditor's Regponaibility

Our responsibility is to exprass a conclugion on the half-year
financial report basad on our raview, We conductad our réviaw n
accordance with Auditing Standard on Raview Engagemants ASRE
24610 Review of & Financicl Report Parformead by the Independent
Auditor of the Entity, in order ta state whether, on the basls of the
procedures describad, we have becoms awars of any mattaer that
makee ue beliove that the financial report is not in accordance
with the Gorporations Act 20011 including: giving a true and fair
view of the congolidated entity’s financial position as at 31
Dacember 2013 and its parformance for the half-year anded on
that date; and complying with Accounting Standard AASE 134
Interim Financial Reporting and the Corporations Regulations
2001. As the auditor of Tetstra Corporation Limited and the
entities It controiled during the halfyaar, ASRE 2410 requires that
we comply with the athical requirements ralevant to the avdit of
the arnual financial raport,

A raview of a half-year financial report conslets of making
angulvies, primarily of pargons responsible for financial and
accounting matters, and applying anatytical and othar review
procedures. A reviaw [ substantially lass in scope than an audit
conductad in accordanoe with Australian Auditing Standards and
consaquently does not enable us to obtaln assurange that wa
would hecome awars of all significant matters that might be
identified 1n an audit. Accordingly, we do not express an audit
opinlan,

38| Telalra Hafl-Year Financial Reporl 2014

FAX +61 3 9620 2154 Telstra

Melbourne VIC 3000 Ausiralig
GPO Box G7 Melbourng VIC 3001

o58/080

Tel: +83 3 9286 2000
Fax: +31 3 6650 7777
ey.com/ad

Independance

In conducting our raview, we hava complied with the
indepandanca requiraments of the Corporations Act 2007, We
hava given ta the directors of the company a writtan Auditor's
Indepandence Declaration, a copy of which 1s included In the
Diractors' Report.

Conclusion

Baaad on our review, which is not an audit, wa have not becoms
awara of any matter that makes us baliava that the half-yaar
financial report of Teletra Corporaticn Limited is notin accordance
with tha Corporations Act 2007, Including:

{i} giving a true and fair view of tha consolidated entity’s
financial position as at 31 Dacember 2013 and of [ty
parfarmanca for the half-year anded on that date; and

(il) complying with Agcounting Standard AASE 134 Interirn
Finunelal Reporting and the Corporations Regulations 2001,

€ty

Ernst & Young

5J Farguson
Parther
13 February 2014

Melbourne, Australia

A member i of Emal & Young Global Limlted
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