
Directors’ report 

The directors present their report on the consolidated entity (Telstra Group) consisting of 
Telstra Corporation Limited and the entities it controlled at the end of or during the year ended 
30 June 2004. 
 
Principal activity 

Telstra's principal activity during the financial year was to provide telecommunications 
services for domestic and international customers.  There has been no significant change in the 
nature of this activity during the year. 
 
Results of operations 

Telstra’s net profit for the year was $4,118 million (2003: $3,429 million).  This was after: 
• deducting income tax expense of $1,731 million (2003: $1,534 million);  and 
• allowing for net losses attributable to outside equity interests in controlled entities of 

$1 million (2003: $35 million). 
 
Earnings before interest and income tax expense was $6,560 million, representing an $837 
million increase or 14.6% from the prior year’s result of $5,723 million. 
 
Earnings per share increased by 21.8% from 26.6 cents per share in fiscal 2003 to 32.4 cents per 
share in the current year.  Year on year results have been impacted by a number of factors 
which are described below. 
 
Review of operations  

Profit before income tax expense for fiscal 2004 increased by 18.7% from the prior year to 
$5,848 million primarily due to the fiscal 2003 profit before income tax expense including the 
write off of our investment in our 50% owned joint venture, Reach Ltd (Reach), amounting to 
$965 million. 
 
Sales revenue increased by $242 million to $20,737 million in fiscal 2004.  The increase was 
mainly due to growth in mobiles, Internet and IP solutions, PSTN products and advertising and 
directories, offset by a decline in revenues from Hong Kong CSL. 
 
Other revenue (excluding interest revenue) decreased by $578 million to $543 million in fiscal 
2004, predominantly due to our other revenue in fiscal 2003 including the revenue from the 
sale of seven office properties amounting to $570 million.  
 
Reported operating expenses (before borrowing costs and share of net losses of joint venture 
entities and associated entities) decreased by $226 million or 1.5% to $14,642 million.  The 
decrease was mainly due to: 
• the carrying value of assets and investments sold in the prior year being $547 million 

larger than in the current year primarily due to the sale of the properties noted above; 
• partially offset by a provision raised for the non-recoverability of a loan to Reach of $226 

million; and 
• $130 million of costs to exit our contractual commitments for information technology 

services with IBM Global Services Australia Limited corresponding with the sale of our 
interest in this business. 

 
Net borrowing costs decreased by 10.4% to $712 million in fiscal 2004 primarily due to a 
reduced debt portfolio in the current year and the close out of interest rate swaps in fiscal 
2003.  This has been offset by reductions in interest received as a result of lower holdings of 
short term-liquid assets and interest revenue generated by the PCCW converting note 
following partial redemption in the prior year. 
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Income tax expense increased by 12.8% to $1,731 million in fiscal 2004, primarily due to a $201 
million tax benefit recognised in the prior year on initial adoption of the tax consolidation 
legislation.  Tax expense also increased due to the higher profit of the group, giving an overall 
effective tax rate of 29.6%. 
 
Our free cash flow decreased by 8.8% to $4,163 million as a result of lower proceeds from asset 
and investment sales and the purchase of controlled entities, offset by improved cash flows 
from operating activities.  Operating capital expenditure declined by 7.5% to $3,015 million due 
to tight control of our capital expenditure program.  Proceeds from the sale of property, plant 
and equipment decreased by $629 million to $168 million mainly as a result of the sale of seven 
office properties in fiscal 2003.  Investment expenditure amounted to $668 million in fiscal 
2004, which included the acquisition of Trading Post (Australia) Holdings Pty Ltd (Trading Post 
group) and its controlled entities.    
 
Dividends  

The directors have declared a final ordinary dividend for the year ended 30 June 2004 of 13 
cents per share ($1,642 million) fully franked.  The tax rate at which the dividend is franked is 
30%.  The record date for the final dividend will be 24 September 2004 with payment being 
made on 29 October 2004.   
 
During fiscal 2004, the following dividends were paid:  
 

Dividend Date declared Date paid Dividend per share Total dividend 

Final ordinary 
dividend for the 
year ended 30 
June 2003 

28 August 2003 31 October 2003 12 cents franked to 100% $1,544 million 

Interim ordinary 
dividend for the 
year ended 30 
June 2004 

12 February 2004 30 April 2004 13 cents franked to 100% $1,642 million 

 
Under current legislation, it is expected that Telstra will be able to fully frank declared 
ordinary dividends out of fiscal 2005 earnings.  We have announced a capital management 
program through which it is intended that we will declare ordinary dividends of around 80% of 
normal profits after tax and return $1.5 billion per annum to shareholders through special 
dividends or share buy-backs each year through to fiscal 2007.   
 
Significant changes in the state of affairs  

There have been no significant changes in the state of affairs of Telstra during the financial 
year other than: 

• On 24 November 2003, we completed an off-market share buy-back of 238,241,174 
ordinary shares as part of our ongoing capital management program.  The cost of the 
share buy-back comprised purchase consideration of $1,001 million and associated 
transaction costs of $8 million;  

• On 5 March 2004, we purchased 100% of the share capital of Trading Post group for total 
cash consideration of $638 million.  This included payments for shares (including 
associated acquisition costs) of $448 million and the repayment of Trading Post group 
loans of $190 million.   
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Likely developments 

The directors believe, on reasonable grounds, that Telstra would be likely to be unreasonably 
prejudiced if the directors were to provide more information than there is in this report or the 
financial report about: 

• the likely developments in Telstra’s operations; or 
• the expected results of those operations in the future. 

Events occurring after the end of the financial year 

The directors are not aware of any matter or circumstance that has arisen since the end of the 
financial year that, in their opinion, has significantly affected or may significantly affect in 
future years Telstra’s operations, the results of those operations or the state of Telstra’s affairs 
other than: 

• On 19 July 2004, Telstra Corporation Limited acquired 100% of the issued share capital 
of KAZ Group Limited (KAZ), a provider of technology services, business services and 
software solutions.  Telstra paid 40c per share via a Scheme of Arrangement, resulting 
in the payment of cash consideration of $333 million. 

• On 12 August 2004, the directors of Telstra Corporation Limited disclosed the intention 
to pay a fully franked special dividend of 6 cents per share (approximately $750 
million), as part of the interim dividend in fiscal 2005, and the intention to undertake 
an off-market share buy-back to a maximum of $750 million, which is expected to be 
completed in the first half of fiscal 2005.  The proposed special dividend and share buy-
back are in accordance with our capital management program and intention to return 
approximately $1,500 million to shareholders each year through to fiscal 2007.  The 
financial effect of the special dividend and share buy-back will be reflected in the 
financial statements in fiscal 2005. 

• On 4 August 2004, we announced the signing of a Heads of Agreement to establish a 
50/50 joint venture with Hutchison 3G Australia Pty Ltd (H3GA), a subsidiary of 
Hutchison Telecommunications (Australia) Limited, to jointly own and operate H3GA’s 
existing 3G radio access network and fund future network development. 

The arrangement is subject to due diligence by us, consent from the Australian 
Competition and Consumer Commission and final approval of the arrangement by the 
Boards of both companies. 

Under the Heads of Agreement, the H3GA radio access network is proposed to become 
the core asset of the joint venture.  In return for 50% ownership of the asset, it is 
proposed that we will pay H3GA $450 million under a fixed payment schedule in four 
instalments beginning in November 2004. 

The financial effects of the above transactions were not brought to account as at 30 June 2004. 
 
Details about directors and executives 

Changes to the directors of Telstra Corporation Limited during the financial year and up to the 
date of this report were: 

• Robert C Mansfield resigned as Director and Chairman on 14 April 2004; 
• On 6 May 2004, William A Owens resigned as a member of the Board of Directors; and, 
• On 20 July 2004, Donald G McGauchie was appointed Chairman of the Board of 

Directors. 
 
During the period 14 April 2004 to 20 July 2004 John Ralph held the position of Interim 
Chairman. 
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Information about directors is provided as follows and forms part of this directors’ report: 
• names of directors and details of their qualifications, experience and special 

responsibilities are given on pages 7 to 9; 
• number of Board and Committee meetings and attendance by directors at these 

meetings is provided on page 10; 
• details of directors’ shareholdings in Telstra are shown on page 18; and 
• details of directors’ emoluments are given on pages 11 to 12. 

 
Senior executive emoluments  

This information is provided on pages 12 to 18 and forms part of this report. 
 
Performance rights, restricted shares, options and deferred shares 

Telstra’s equity based compensation includes performance rights, restricted shares, options 
and deferred shares.  Performance rights, restricted shares, and options have performance 
hurdles.  If the hurdles are not met there is no vesting entitlement to acquire Telstra shares.  
From 1 July 2002, Telstra suspended its option plan and replaced it with a deferred share plan.  
Generally, deferred shares will only vest when a specified service period is completed.   
 
Telstra expenses the fair value of all performance rights, restricted shares, share options and 
deferred shares in the results reported under United States generally accepted accounting 
principles (USGAAP).  Consistent with Australian generally accepted accounting principles 
(AGAAP), the company only expenses options and employee shares when it is certain that 
there is an actual cost that will be realised by Telstra.  When the Australian equivalent of 
international accounting standard IFRS 2 “Share based payment” is issued and adopted as 
AGAAP, Telstra will apply this standard to the accounting for its option and employee share 
plans.    
 
Since inception, $285 million has been expensed in the company’s USGAAP financial 
statements in relation to the shares allocated under TESOP97 and TESOP99.  Performance 
rights, restricted shares, options and deferred shares have given rise to a further expense of $97 
million in the USGAAP financial statements since inception.  In the AGAAP financial 
statements, an amount of $50 million has been expensed in relation to the performance rights 
and restricted shares.  In fiscal 2004, the company has issued performance rights and deferred 
shares, with $19 million (2003: $19 million) expensed under USGAAP and $19 million (2003: $19 
million) under AGAAP.  Refer to note 19 of the financial statements for an explanation of the 
option and employee share plans and the accounting treatment applied to each plan. 
 
The trustee of the plan must purchase shares on market for cash to the extent of the assessed 
liability, for which Telstra provides funding to the trustee.  Telstra expenses immediately the 
funding of the purchase of shares to underpin the allocation of performance rights, restricted 
shares and deferred shares.  The purchase of shares to underpin options is accounted for as a 
receivable in Telstra’s balance sheet as funding is provided to the trustee by Telstra. 
 
Directors’ and officers’ indemnity  

Constitution 

Our constitution provides for us to indemnify each officer to the maximum extent permitted by 
law for any liability incurred as an officer provided that:  

• the liability is not owed to us or a related body corporate; 
• the liability is not for a pecuniary penalty or compensation order made by a Court 

under the Corporations Act 2001; and 
• the liability does not arise out of conduct involving a lack of good faith.   
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Our constitution also provides for us to indemnify each officer, to the maximum extent 
permitted by law, for legal costs and expenses incurred in successfully defending civil or 
criminal proceedings. 

If one of our officers or employees is asked by us to be a director or alternate director of a 
company which is not related to us, our constitution provides for us to indemnify the officer or 
employee out of our property for any liability he or she incurs.  This indemnity only applies if 
the liability was incurred in the officer’s or employee’s capacity as a director of that other 
company.  It is also subject to any corporate policy made by our chief executive officer.  Our 
constitution also allows us to indemnify employees and outside officers in some 
circumstances. The terms "officer", "employee" and "outside officer" are defined in our 
constitution. 
 
Deeds of indemnity in favour of directors, officers and employees  

Telstra has also executed deeds of indemnity in favour of: 
• directors (including past directors); 
• executive officers (other than directors) and certain employees generally; and 
• employees (including executive officers other than directors) involved in the 

formulation, entering into or carrying out, of a Telstra Sale Scheme (as defined in the 
Telstra Corporation Act 1991(Cwth)). 

Each of these deeds provides an indemnity on substantially the same terms as the indemnity 
provided in the constitution in favour of officers.  The indemnity in favour of directors also 
gives directors a right of access to Board papers and requires Telstra to maintain insurance 
cover for the directors.   

The indemnity in favour of employees relating to Telstra Sale Schemes is confined to liabilities 
incurred as an employee in connection with the formulation, entering into or carrying out, of a 
Telstra Sale Scheme. 
 
Directors’ and officers’ insurance  

Telstra maintains a directors' and officers' insurance policy that, subject to some exceptions, 
provides worldwide insurance cover to past, present or future directors, secretaries or 
executive officers of the Telstra Entity and its subsidiaries.  The directors' and officers' 
insurance policy prohibits disclosure of the premium payable under the policy and the nature 
of the liabilities insured. 
 
Environmental regulation and performance  

Performance in relation to particular and significant environmental legislation 

Telstra’s operations are subject to some significant environmental regulation under 
Commonwealth, State and Territory law, particularly with regard to: 

• the impact of the rollout of telecommunications infrastructure; 
• site contamination; and 
• waste management. 

Telstra has established procedures to monitor and manage compliance with existing 
environmental regulations and new regulations as they come into force. 

The directors are not aware of any significant breaches of environmental regulation during the 
financial year.  
 
Legal and Regulatory Compliance  

Telstra is committed to conducting its businesses in compliance with all of its legal and 
regulatory obligations. Compliance with these obligations is not just a legal requirement but is 
integral to Telstra's commitment to its employees, customers, shareholders and the 
community. 
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The Board is responsible for overseeing the establishment of appropriate compliance 
frameworks and controls and monitoring their operational effectiveness. The Audit Committee 
has been delegated specific responsibility for assisting the Board in discharging this 
responsibility and in the oversight of the Company's compliance programs. This oversight is 
facilitated by the preparation of a quarterly legal and regulatory compliance and risk report 
summarising compliance initiatives and issues across the Company. 
 
Telstra has a number of compliance programs in place to address specific legal and regulatory 
obligations. These include programs directed to health, safety and environment, equal 
employment opportunity, privacy, trade practices and industry regulation.   
 
The principles of the Australian Standard on Compliance Programs, AS 3806, have been 
incorporated into these programs and a number of programs, including the privacy 
compliance program, are subject to periodic, independent external audits which are intended 
to ensure that the Company's approach is comprehensive, robust and rigorous.  
 
This program based approach is supported by the corporate wide, legal and regulatory 
compliance framework and a network of compliance managers. This structure has been 
designed with the aim of ensuring that each business unit's operations are conducted in 
accordance with Telstra's obligations. This is achieved through a focus on policies, procedures 
and work instructions that is intended to ensure that Telstra and its employees achieve 
transparent compliance with these obligations. There is a complementary focus on training, 
dissemination of information and monitoring of compliance outcomes. 
 
These initiatives reflect the Company's commitment to maintaining a strong compliance 
record and reducing the risk of future legal and regulatory compliance issues 

Rounding of amounts 

The Telstra Entity is a company of the kind referred to in the Australian Securities and 
Investments Commission class order 98/100, dated 10 July 1998 and issued pursuant to section 
341(1) of the Corporations Act 2001.  As a result, amounts in this report and the accompanying 
financial report have been rounded to the nearest million dollars, except where otherwise 
indicated. 
 
This report is made in accordance with a resolution of the directors. 

 
Donald McGauchie 
Chairman 
 

 
Ziggy Switkowski 
Chief Executive Officer and Managing Director 
12 August 2004 
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Directors’ profiles  

As at 12 August 2004, our directors were as follows:  

 

Name Age Position 
Year of initial 
appointment 

Year last re-
elected (1)

Donald G McGauchie....  54 Chairman 1998 2003 
John T Ralph...............  71 Deputy Chairman 1996 2003 
Zygmunt E Switkowski (2) 56 Chief Executive 

Officer, Managing 
Director 1999 - 

Samuel H Chisholm......  64 Director 2000 2002 
Anthony J Clark...........  65 Director 1996 2002 
John E Fletcher............  53 Director 2000 2003 
Belinda J Hutchinson....  51 Director 2001 - 
Catherine B Livingstone  48 Director 2000 2002 
Charles Macek.............  57 Director 2001 - 
John W Stocker ...........  59 Director 1996 2003 

 
 

(1)  Other than the chief executive officer, one third of directors are subject to re-election by rotation each year. 
(2)  On 27 August 2003, the Telstra Board of Directors re-appointed the chief executive officer, Zygmunt E Switkowski, for a further term until 31 

December 2007. 
 

A brief biography for each of the directors as at 12 August 2004 is presented below: 
 
Donald G McGauchie - AO 
Age 54 
Chairman appointed 20 July 2004 
Director since September 1998 
 
Chairman, Rural Finance Corporation of Victoria and Telstra Country Wide Advisory Board;  
Deputy Chairman, Ridley Corporation Ltd;  Director, Reserve Bank of Australia, National Foods 
Limited, James Hardie Industries NV and Nufarm Limited.  Mr McGauchie has had extensive 
commercial and public policy experience, having previously held several high level advisory 
positions to Government, including the Prime Minister’s Supermarket to Asia Council, the 
Foreign Affairs Council and the Trade Policy Advisory Council.  Mr McGauchie was Chairman of 
Woolstock Australia Limited from 1999-2002 and President of the National Farmers Federation 
from 1994-1998.  He is a partner in C&E McGauchie - Terrick West Estate. 
 
John T Ralph   (AC, FCPA, FTSE, FAICD, FAIM, FAusIMM, Hon LLD (Melbourne & Queensland), 
DUniv(ACU)) 
Age 71 
Deputy Chairman   
Director and Deputy Chairman since October 1996, Interim Chairman 15 April 2004 – 20 July 
2004 
 
Chairman, Commonwealth Bank of Australia and Australian Foundation for Science; Director, 
Australian Farm Institute; Member, Board of Melbourne Business School;  President, Scouts 
Australia, Victorian Branch and Patron of St Vincent’s Institute Foundation.  Mr Ralph was 
formerly Chief Executive and Managing Director of CRA Limited. 
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Zygmunt E Switkowski -  BSc (Hons), PhD, FAICD     
Age 56 
Chief Executive Officer (CEO) and Managing Director 
CEO and Managing Director since March 1999 
 
Director of FOXTEL.  Formerly Chief Executive Officer of Optus Communications Ltd and 
Chairman and Managing Director of Kodak (Australasia) Pty Ltd and the Business Council of 
Australia. 
 
Samuel H Chisholm 
Age 64 
Director since November 2000 
 
Chairman, FOXTEL (FOXTEL Management Pty Ltd, FOXTEL Cable Television Pty Ltd, Customer 
Services Pty Ltd).  Director, Australian Wool Services Ltd and Victor Chang Cardiac Research 
Institute.    Mr Chisholm was the Chief Executive and Managing Director of British Sky 
Broadcasting and Executive Director of The News Corporation (1990-1997).  For 17 years 
previously he was Chief Executive and Managing Director of the Nine Network Australia 
Limited.  
 
Anthony J Clark  - AM, FCA, FAICD 
Age 65 
Director since October 1996 
 
Chartered Accountant; formerly Managing Partner KPMG NSW (1992–1998); Chairman, 
Maritime Industry Finance Company Ltd and Cumnock Coal Limited; Deputy Chairman, 
Tourism Australia; Director, Amalgamated Holdings Ltd Group, Ramsay Health Care Ltd and 
Carlton Investments Ltd. 
 
John E Fletcher – FCPA 
Age 53 
Director since November 2000 
 
Managing Director and Chief Executive Officer of Coles Myer Ltd.  Formerly Chief Executive and 
Managing Director of Brambles Industries Ltd.  Mr Fletcher was employed by Brambles in 
various management positions for 27 years including an assignment in Europe.   
 
Belinda J Hutchinson - BEc   FCA 
Age  51 
Director since November 2001 
 
Director, Energy Australia Limited, QBE Insurance Group Limited, St Vincent's and Mater Health 
Sydney Ltd and State Library of NSW.  Consultant, Macquarie Bank Limited. Ms Hutchinson has 
a long association with the banking industry and has been associated with the Macquarie 
Bank since 1993.  Ms Hutchinson was an Executive Director of Macquarie Bank and was 
previously a Vice President of Citibank Ltd.  
 
Catherine B Livingstone – BA (Hons), FCA, FTSE 
Age 48 
Director since November 2000 
 
Chairman, CSIRO and the Australian Business Foundation; Director, Sydney Institute and 
Director, Macquarie Bank Limited; Member, Department of Accounting and Finance Advisory 
Board Macquarie University. 
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Charles Macek - BEc, MAdmin, FSIA, FAICD, FCPA, FAIM  
Age 57 
Director since November 2001 
 
Chairman, Sustainable Investment Research Institute Pty Ltd and Financial Reporting Council 
(FRC); Vertex Capital Pty Ltd, Williamson Community Leadership Program Ltd and Wesfarmers 
Ltd;  Victorian Councillor, Australian Institute of Company Directors.  Former roles include 16 
years as Founding Managing Director and Chief Investment Officer and subsequently 
Chairman of County Investment Management Ltd.  He was also Chairman and Director of IOOF 
Holdings Ltd and Centre for Eye Research Australia Ltd.  Mr Macek has had a long association 
with the finance and investment industry. 
 
John W Stocker  - AO, MB, BS, BMedSc, PhD, FRACP, FTSE      
Age 59 
Director since October 1996 
 
Chairman, Sigma Company Ltd; Director, Cambridge Antibody Technology Group plc, 
Circadian Technologies Ltd and Nufarm Ltd; Principal, Foursight Associates Pty Ltd.  Formerly 
Chief Scientist, Commonwealth of Australia and Chairman of Grape and Wine Research and 
Development Corporation 
 
During the year ended 30 June 2004, the following directors resigned: 
 
• Robert C Mansfield resigned as Director and Chairman on 14 April 2004; and 
• William A Owens resigned as Director on 5 May 2004. 
 
A brief biography for each of the former directors is presented below: 
 
Robert C Mansfield  - AO, BCom, FCPA  
Age 53 
Director since November 1999 and Chairman since January 2000.  Resigned as Director and 
Chairman on 14 April 2004. 
 
Chairman, CDS Technologies Pty Ltd; Director, Dimension Data Holdings plc, Westfield 
Management Limited and Westfield America Management Limited; formerly Chief Executive 
Officer of McDonald’s Australia Limited, Wormald International Limited, Optus 
Communications Limited and John Fairfax Holdings Limited. 
 
William A Owens – BS Maths, BA, MA, MBA (Hons) 
Age 64 
Director since November 2001. Resigned as Director on 6 May 2004 
 
Chairman and Chief Executive Officer, Teledesic LLC; Vice Chairman, ICO Global 
Communications (Holdings) Limited, Director; Polycom Inc, Viasat Inc, Microvision Inc, 
Symantec Inc, Metal Storm Limited, BAT Limited, Biolase Inc, Cray Inc, Nortel Networks, IDT 
Inc, WFI Networks Inc and TIBCO Inc.  Former roles include President and Chief Operating 
Officer, Science Applications International Corporation (SAIC); Vice Chairman, US Joint Chiefs 
of Staff; Deputy Chief, US Naval Operations; Commander, US Sixth Fleet.  Mr Owens has had a 
strong history in corporate management of broadband telecommunications, information 
technology and internet applications.
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Directors’ meetings   

Each director attended the following meetings and Board committees during the year as a 
member of the Board or relevant committee: 

 
 

Board Committees 

   Audit  Nominations and 
Remuneration (7)

Technology (8)

 a b a b a b a b 
D G McGauchie  (6) ................ 11 10 - - 11 11 - - 
J T Ralph (3) ........................... 11 11 3 2 11 11 - - 
R C Mansfield(1) (5).................. 7 6 - - 5 5 - - 
Z E Switkowski  .................... 11 11 - - - - 3 3 
S H Chisholm........................ 11 11 - - - - - - 
A J Clark ............................... 11 11 6 6 - - - - 
J E Fletcher........................... 11 10 - - - - - - 
B J Hutchinson  ................... 11 11 - - - - - - 
C B Livingstone  ................... 11 11 6 6 - - 3 3 
C Macek................................ 11 11 6 5 8 8 - - 
W A Owens  (2) ....................... 8 7 - - - - - - 
J W Stocker (4) ....................... 11 11 6 6 6 6 3 3 

 

 
Column a: number of meetings held while a member. 
Column b: number of meetings attended. 
(1) Resigned as Director and Chairman on 14 April 2004. 
(2) Resigned as Director on 6 May 2004. 
(3) Whilst acting as Interim Chairman from 14 April 2004 to 20 July 2004, Mr Ralph stepped aside from membership of the Audit 

Committee. 
(4) Appointed to the Nominations & Remuneration Committee on 31 March 2004. 
(5) Resigned from the Nominations & Remuneration Committee on 31 March 2004. 
(6) Appointed as Chairman of the Nominations & Remuneration Committee on 3 December 2003. Appointed as Chairman of the 

Board on 20 July 2004. 
(7) The Appointments & Compensation Committee was renamed to the Nominations and Remuneration Committee on 6 February 

2004. 
(8) The Technology Committee was established to provide a forum to brief Directors on emerging technologies and the Company’s 

nology strategy.  There were three meetings held during the year.  Meetings of the Committee are open to all Directors. tech  

Emoluments for Board members and senior executives 

Non-executive directors’ remuneration 

Salary & fees 

Telstra directors are remunerated in accordance with our constitution, which provides for the 
aggregate limit for directors’ fees (under our constitution this includes salary, superannuation 
benefits and DirectShares) to be set and varied by approval of a resolution at the annual 
general meeting of shareholders.  Our constitution provides that the allocation of salary, 
superannuation benefits and DirectShares among the directors within the pool limit shall be 
determined by the Board.  The current pool approved by shareholders at the November 2003 
Annual General Meeting is $1,320,000 (2003: $1,150,000).  The actual fees and the amount of 
non-monetary benefits, retirement benefits and other amounts paid are disclosed below.  
Directors are required to take at least 20% of their fees in Telstra shares,which are purchased 
on market. 

Non-monetary benefits 

Directors receive reimbursement for reasonable travelling, accommodation and other 
expenses incurred in travelling to or from meetings of the Board or Committees, or when 
otherwise engaged on the business of the Company in accordance with Board policy.  Telstra 
also provides directors with telecommunications and other services and equipment to assist 
them in performing their duties.  From time to time, Telstra also makes products and services 
available to directors without charge to allow directors to familiarise themselves with our 
products and services and recent technological developments.  To the extent we consider that 
this provides a personal benefit to a director, this is included in the “non-monetary benefits” 
column in the table following. 
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Non-executive directors’ remuneration 

 Primary Benefits Equity 
compensation 

Post employment 
benefits 

Other 
compensa-

tion 

Total    
 

 Salary & 
fees  

 
 

($) 

Non-
monetary 
benefits (1) 

 
($) 

Other  
 
 
 

($)  

DirectShares   
 
 
 

($) 

Superannu-
ation 

benefits  
 

($) 

Increase in 
retirement 

benefits 
 

($) 

Payment 
of 

retirement 
benefits 

($) 

 
 
 
 

($) 

Non-Executive Directors         
Donald G 
McGauchie (2)

 
45,871 

 
5,285 

 
50,000 (3)

 
30,000 

 
8,629 

 
30,908 

 
- 

 
170,693 

John T Ralph (4) 141,852 4,172 - 28,000 -(5) 78,896 - 252,920 
Robert C  
Mansfield (6)

 
144,200 

 
139 

 
- 

 
56,000 

 
19,800 

 
- 

 
396,664 

 
616,803 

Samuel H  
Chisholm (7) (8)

 
- 

 
- 

 
- 

 
- 

 
- 

 
- 

 
- 

 
- 

Anthony J Clark 67,450 5,338 - 19,000 8,550 47,932 - 148,270 
John E Fletcher 37,800 1,720 - 35,000 7,200 24,098 - 105,818 
Belinda J 
Hutchinson 

 
59,661 

 
3,512 

 
- 

 
13,859 

 
6,480 

 
71,790 (9)

 
- 

 
155,302 

Catherine B 
Livingstone 

 
67,450 

 
3,607 

 
- 

 
19,000 

 
8,550 

 
30,004 

 
- 

 
128,611 

Charles Macek 67,450 3,192 - 19,000 8,550 77,789 (9) - 175,981 
William A Owens (10)  

46,154 
 
- 

 
31,529 (11)

 
30,000 

 
- 

 
- 

 
74,083 

 
181,766 

John W Stocker 34,499 4,501 - 77,396 3,105 60,590 - 180,091 
 
(1) Includes the value of the personal use of products and services and other related fees. 

(2) Mr McGauchie was appointed Chairman on 20 July 2004. 

(3) This amount is paid to Mr McGauchie for membership of the Telstra Country Wide® Advisory Board.  These fees are for contribution of services in 

addition to Board duties. 

(4) Mr Ralph was appointed as Interim Chairman from 14 April 2004 to 20 July 2004. 

(5) Under current superannuation legislation Mr Ralph does not receive superannuation benefits as he has passed his 70th birthday. 

(6) Mr Mansfield resigned from the Telstra Board on 14 April 2004. 

(7) Mr Chisholm has declined to receive directors fees. 

(8) Mr Chisholm receives fees of $150,000 from Foxtel for services to them as Chairman of their Board. 

(9) Ms Hutchinson and Mr Macek this year became entitled to retirement benefits after passing the 2 year hurdle described under Retirement 

Benefits. 

(10) Mr Owens resigned from the Telstra Board on 6 May 2004. 

(11) Mr Owens, a US based director, received  management consultancy fees of $31,529 (paid in US dollars).  These payments are not included when 

calculating the total aggregate remuneration pool.  These fees are for contribution of services in addition to Board duties. 
 
Equity compensation - DirectShare 

As part of the overall remuneration strategy and to encourage a longer term perspective, 
directors are required to receive a minimum of 20% of their remuneration by way of restricted 
Telstra shares through the DirectShare Plan.  The shares are purchased on market and 
allocated to the participating director at market price.  The shares are held in trust for a period 
of 5 years unless the participating director ceases earlier with the Telstra Group.  In accordance 
with our policy, directors may state a preference to increase their participation in the 
DirectShare Plan.  Where this occurs, we may provide a greater percentage of directors’ fees in 
Telstra shares. 

Directors are restricted from entering into arrangements which effectively operate to limit the 
economic risk of their security holdings in those shares allocated under the DirectShare Plan 
during the period the shares are held in trust. 
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Superannuation 

The directors may state a preference to increase the proportion of their fees taken as 
superannuation.  Where this occurs, we may provide a greater percentage of directors’ fees as 
superannuation contributions, subject to normal legislative requirements in order to meet 
superannuation guarantee and other statutory obligations. 

Retirement benefits 

Telstra will not provide retirement benefits for directors appointed to the Telstra Board after 
fiscal 2002.  However, non-executive directors appointed prior to that date are eligible to 
receive retirement benefits on retiring as a director with Telstra.  Directors who have served 9 
years or more are entitled to receive a maximum amount equal to their total emoluments in 
the preceding 3 years.  Directors who have served less than 9 years but more than 2 years are 
entitled to receive a pro-rated amount based on the number of months served as a director. 

The following table provides the estimated retirement benefit that each director would receive 
had they retired as a director of Telstra as at 30 June 2004: 

Name  Position Estimated Retirement Sum  
as at 30 June 2004 

$ 
Donald G McGauchie Chairman 145,277 
John T Ralph Deputy Chairman 371,735 
Samuel H Chisholm (1) Director - 
Anthony J Clark Director 223,882 
John E Fletcher Director 90,535 
Belinda J Hutchinson Director 71,790 
Catherine B Livingstone Director 96,858 
Charles Macek Director 77,789 
John W Stocker  Director 269,046 
 

(1) No estimated retirement benefit as fees have been declined by the director 

Remuneration Policy for the CEO & Senior Executives 

The Nominations & Remuneration Committee (formerly the Appointments & Compensation 
Committee) is accountable for reviewing and recommending to the Board the remuneration 
arrangements for Telstra’s CEO and senior executives reporting to the CEO.  The Committee 
compares both the structure of the remuneration package and the overall quantum on a 
periodic basis by comparison to other major corporations in Australia.  Additionally, the 
Committee engaged an independent specialised remuneration consultant to provide advice to 
warrant that payments are in line with general market practice and are competitively placed 
to attract and retain the necessary talent for the critical work required in these roles.  The 
Committee has met with the consultant as well as receiving reports from him. 
 
The Committee has adopted a set of principles used to guide decisions related to the 
remuneration of the senior executives.  Specifically, these principles are designed to link the 
level of remuneration of the CEO and senior executives with the financial and operational 
performance of the Company.  The principles are that the arrangements are: 

• simple and easy to communicate; 
• transparent so that all elements are visible; 
• linked to the performance of the Company; 
• differentiated based on individual performance; 
• market competitive to attract and retain talent; 
• fair and equitable; and 
• aligned with the achievement of the Company’s long term business objectives. 
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Linking rewards to performance 

The CEO and senior executives are eligible for an annual short term incentive (STI) based on a 
range of Company financial, organisational and individual performance measures.  The design 
of the STI plan was approved by the Telstra Board at the beginning of the financial year.  

The plan focuses on the Company financial performance measures of EBIT growth, revenue 
growth and, in the case of the CEO, return on investment.  These measures represent 65% of the 
CEO’s “on target” incentive payment and 50% of the senior executives’ “on target” incentive 
payment.  The remaining 35% of the CEO’s “on target” incentive payment is made up of 
measures of key Company customer service, employee opinion survey results and personal 
priorities determined by the Board.  The remaining 50% of the senior executives’ “on target” 
incentive payment is based on achievement of their respective business unit financial 
performance measures (20%) and performance against individual pre-determined key result 
areas (30%). 

The design of the incentive plan requires each measure to achieve a minimum performance 
level or “threshold” before any payment for that measure becomes eligible.  If the minimum 
level is achieved, then 50% of the amount assigned to that measure becomes payable.  
Achievement of the “target” level for each measure will qualify 100% to be paid.  Similarly, 
achievement of a stretch target or “cap” will qualify 200% to be paid.  A sliding scale operates 
for any performance level in between threshold and cap.  We are of the view that this provides 
a significant direct link of the senior executive’s  remuneration to the performance of the 
Company. 
 
At the end of the financial year, the Board assesses performance against these measures and 
determines the amount of the annual incentive payment based on overall performance 
against the plan.  The CEO is not present during discussions, or involved in any of the decision 
making, on the structure or outcome of the annual incentive payment to him. 
 
In the case of the CEO’s and senior executives’ long term incentive (LTI) plan, the relationship 
to Company performance is directly linked in two ways.  Firstly, the vesting of any 
performance rights is dependant on the achievement of a market based performance hurdle, 
namely, the relative TSR ranking against the S&P ASX Top 200 (Industrials) (“Peer Group”).  
Secondly, the  market value of the equity instruments will significantly impact the value 
derived by the CEO and senior executives, if and when they vest. 
 
For the performance rights allocated in fiscal 2004 to achieve 50% of their vesting entitlement, 
the Telstra 30 day average total shareholder return (TSR) must exceed the 50th percentile of 
the 30 day average TSR performance of the companies comprising the Peer Group at allocation 
date, between the third and fifth anniversary of allocation. 

Furthermore, performance rights vest on a performance scale.  In order to achieve 100% of 
vesting entitlement of the performance rights, the TSR must exceed the 75th percentile of the 
Peer Group in Quarter 1 of the performance period or at least the 50th percentile in Quarter 1 
and obtaining the 75th percentile in any of the remaining seven quarters.  If the 50th percentile 
is not achieved in Quarter 1 then 50% of the allocation will lapse.  The remaining 50% may vest 
if the 50th percentile is achieved during the remainder of the performance period. 
 
As part of its normal practice, the Board reviews the remuneration arrangements of the CEO 
and senior executives on a regular basis.  As a result of this review, the Board has decided to 
change the structure and re-balance the arrangements for fiscal 2004.  The major change is 
that the Board has decided to discontinue the Deferred Remuneration plan.  Deferred 
remuneration was regarded as fixed remuneration subject to continued employment with 
Telstra for 3 years.  Instead, the remuneration value normally attributed to deferred 
remuneration will be allocated evenly between fixed remuneration and the annual short term 
incentive. 
 
Furthermore, whilst the actual payment made to the CEO and senior executives under the 
annual STI plan will continue to be measured against Company, business unit and individual 
performance, only half will be delivered in cash. The other half will be delivered as rights to 
Telstra shares which will vest in equal amounts over the next 3 years at 12 month intervals. 
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The Growthshare Trust will purchase the shares on market and hold the rights in trust until 
they vest. The CEO and senior executives will not hold any beneficial interest in the shares until 
they are released by the Trust. 
 
Dividends earned by the shares will not be earned by the CEO or senior executive but will be 
paid to the Trust.  When shares vest to the CEO and senior executives the allocation is adjusted 
to the value of the dividends earned by those shares from the date of allocation to the vesting 
date.  The Board is of the opinion that this will increase the focus on the performance of the 
Company and re-enforce the concept of share ownership by the CEO and senior executives in 
Telstra. 
 
The Board has also approved a change to the Telstra Long Term Incentive (LTI) Plan for fiscal 
2005.  The LTI plan currently uses Telstra’s Total Shareholder Return (TSR) compared to a 
comparator group of companies comprising the S&P ASX Top 200 (Industrials) as the single 
performance measure.  For allocations made under the LTI plan after fiscal 2004, 50% of 
allocations will be subject to the TSR performance measure and 50% will be subject to a new 
performance measure based on Telstra’s Earnings Per Share (EPS). 
 
Vesting of performance rights under the TSR hurdle are subject to the same conditions as 
previous allocations and are described under the Long Term Incentive section below. 
 
For the 50% of allocations to vest under the EPS hurdle, Telstra’s EPS must meet or exceed the 
target performance level of 5% annual compound growth for the 3 years prior to testing date.  
If Telstra’s EPS has grown annually by 10% compound for the same period, then an additional 
50% allocation may vest.  A linear vesting scale operates for performance above 5% annual 
compound growth and 10% annual compound growth. 
 
The changes to the remuneration structure and arrangements for the CEO and senior 
executives incorporating the ceasing of the deferred remuneration plan results in an increase 
in fixed remuneration and an increase in the overall remuneration value of the STI.  However, 
the Board are of the opinion that these changes are more in line with contemporary market 
practice and strengthen the performance link.  In essence, a greater proportion of the total 
package for the CEO and senior managers is at risk and relies on Company performance 
meeting internal and external performance targets.  The CEO and senior executives are able to 
earn significant rewards only if superior operational and organisational performance is 
achieved. 

Remuneration Structure 

Each element of the remuneration structure for the CEO and senior executives is described 
below: 
 
Fixed Remuneration 

Fixed remuneration is made up of guaranteed salary (including salary sacrifice benefits and 
fringe benefits tax for any salary sacrificed benefits elected by the individual) and 
superannuation.  An individual’s fixed remuneration is generally set once a year as part of the 
Company wide remuneration review.  In setting remuneration, the Nominations & 
Remuneration Committee has regard to advice provided by an independent remuneration 
consultant on roles in comparable groups of companies.  Furthermore, a range of macro 
economic indicators are used to determine likely movements in broad salary rates.  
 
The CEO and senior executives must contribute from their fixed remuneration to 
superannuation in accordance with legislative superannuation guarantee requirements.  In 
addition, executives may state a preference to increase the proportion of their fixed 
remuneration taken as superannuation.  Where this occurs, we may provide a greater 
percentage of their fixed remuneration as superannuation contributions, subject to normal 
legislative requirements in order to meet superannuation guarantee and other statutory 
obligations. 
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Deferred Remuneration 

Telstra had a deferred remuneration plan, where the CEO and senior executives were provided 
part of their annual fixed remuneration in the form of rights to Telstra shares through the 
Telstra Growthshare Trust.  The deferred remuneration plan supported Telstra’s operational 
and strategic plans through linking an element of the CEO’s and senior executives’ 
remuneration with sustained improvements in shareholder value.  A deferred share was a right 
to acquire a share in Telstra subject to satisfying certain employment requirements.  As 
deferred shares were allocated as deferred fixed remuneration, they had no performance 
hurdle other than the employment condition.  In broad terms, if the CEO or a senior executive 
continued to be employed on the third anniversary of the effective allocation date, the 
deferred shares became vested deferred shares.  The CEO and senior executives may exercise 
their existing vested deferred shares at the nominal exercise price of $1.00 for all the deferred 
shares exercised on a particular day, irrespective of the number of deferred shares exercised.  
Upon resignation all deferred shares which have not become vested deferred shares will lapse.  
If the CEO or a senior executive retires, their existing deferred shares may become vested 
deferred shares and may be exercised at the discretion of the retiree.  Where the CEO or a senior 
executive ceases employment for any other reason, the number of the deferred shares that 
become vested deferred shares may be adjusted taking into account the reduced period of 
service. 
 
Telstra Growthshare purchased shares on market in accordance with the allocation of deferred 
shares and forward liabilities for all allocations.  Telstra funded the proportion of shares that 
were purchased to underpin the allocation of deferred shares and treated these funds as an 
expense by the Company. 

Short term incentive (STI) 

The STI plan rewards the CEO and senior executives for meeting or exceeding specific key 
annual business objectives linked to the annual business plan, at the Company, business unit 
and individual level.  The actual incentive for fiscal 2004 for members of this team ranged 
between 24.8% and 43.1% of their fixed remuneration, depending on the senior executive’s 
performance and accountabilities.  These incentive payments represent a range of 46.0% to 
73.8% of the targeted incentive payment. Measures and targeted achievement levels are 
reviewed each year to reflect changes in business priorities for the forthcoming year.  
Achievement above target for Company, business unit and individual measures will generally 
result in a higher payment. This is dealt with in more detail in the section titled “Linking 
rewards to performance”. 

Long term incentive (LTI) 

The CEO and senior executives participate in the LTI plan based on equity administered  
through the Telstra Growthshare Trust.  The allocation for the senior executives for September 
2003 was in the form of performance rights, which are the right to acquire a Telstra share  
when a specified performance hurdle is achieved. 

In general terms if the CEO or a senior executive resigns and performance rights have not yet 
become exercisable, they will lapse.  Where the CEO or a senior executive retires and the 
performance rights have not yet become exercisable, they do not lapse on cessation of 
employment and may become exercisable if the performance hurdle is met.  If the CEO or a 
senior executive ceases employment with Telstra for any other reason and the performance 
rights have not yet become exercisable, the allocation may be adjusted based on the period of 
service between the allocation date and date of cessation. 

Offers to participate in the LTI plan are made to senior executives at the discretion of the 
Board.  For fiscal 2004, rights to shares with a value equivalent to 87.5% of the CEO’s fixed 
remuneration and 38.5% of the senior executives’ fixed remuneration were allocated under 
these plans.  These remuneration values have been determined using the full face value of the 
shares without any discounting. These shares only vest if performance hurdles are met. 
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Telstra Growthshare purchases shares on market in accordance with forward liabilities of 
performance rights for all allocations, past and present.  We fund the proportion of shares that 
are purchased to underpin the allocation of performance rights and treat these funds as an 
expense .  Cumulatively, over a five year period the total number of shares and options over 
shares delivered through Telstra Growthshare is not expected to exceed 1% of shares on issue.  

In previous equity plans where options have been issued, we provided loans to Telstra 
Growthshare to fund the purchase of shares to underpin the options allocated.  This loan is 
treated as a receivable on the statement of financial position.  The Telstra Growthshare 
Trustee pays interest to us on the loan balance and may repay capital from time to time.  If 
options are exercised, the senior executive pays the original exercise price to the Telstra 
Growthshare Trustee and the loan is repaid.  As a result, there is no direct cash expense 
incurred by us, nor dilution of shareholder interests. 
 
Telstra employee share ownership plans 

All employees, including our CEO and senior executives, who were classed as “eligible 
employees” at 20 September 1997 and again on 27 August 1999, were eligible to participate in 
the Telstra employee share ownership plans, TESOP97 and TESOP99.  The terms and conditions 
of participation in these plans for senior executives were the same as for all other employees. 

Telstra OwnShare 

To facilitate increasing employee shareholding in Telstra, we operate a restricted share plan 
(Telstra OwnShare) through which employees may state a preference to take part of their 
remuneration as Telstra shares.  The shares are purchased on market and allocated at market 
value and held in trust for either a three or five year period (unless the employee leaves the 
Telstra Group earlier).  Senior executives may participate in Telstra OwnShare on the same 
terms and conditions as other participating employees. 

Senior executive emoluments 

The Corporations Act 2001 requires disclosure of the details of the nature and amount of each 
element of the emolument of each director and each of the five officers of the Company 
receiving the highest emoluments.  Telstra has chosen to disclose the emoluments of the CEO 
and all eight Group Managing Directors (GMD’s) for fiscal 2004 on the basis that the eight 
GMD’s have the greatest management authority within the Company delegated from the CEO.   

CEO and senior executives’ remuneration 

The CEO and senior executives’ remuneration is detailed in the tables that follow.  The first 
table provides details of the fixed remuneration, short term incentives, non-monetary benefits 
and the annualised value of deferred remuneration which has been allocated to the CEO and 
senior executives.  The second table provides details of the annualised value of CEO and senior 
executives allocations through the LTI plan. 

 Salary (1) 

 

 
 

($) 

Superann
uation 

 
 

($) 

Short term 
incentive (2)

 
 

($) 

Non-
monetary 

benefits 
(3)

($) 

Other (4) 

 

 

 

($) 

Total Cash 
 
 
 

($) 

Deferred 
remuneration 

(5) 

 

($) 

Total Cash 
plus Deferred 

Remuneration 
 

($) 
Zygmunt 
Switkowski 

1,339,314 98,437     627,300 1,391 - 2,066,442 660,854 2,727,296 

Bruce Akhurst 757,632 129,368 299,700 489 - 1,187,189 178,454 1,365,643 
Douglas 
Campbell 

 
801,559 

 
85,441 

 
263,800 

 
2,132 

-  
1,152,932 

 
178,454 

 
1,331,386 

David Moffatt 980,248 11,002 267,600 - 400,000 1,658,850 201,290 1,860,140 
Ted Pretty 963,700 36,300 247,600 1,677 240,000 1,489,277 205,258 1,694,535 
Michael Rocca 603,770 71,230 270,800 2,772 - 948,572 131,998 1,080,570 
Bill Scales 479,907 91,968 234,200 1,380 - 807,455 110,129 917,584 
John Stanhope 546,820 56,120 250,000 657 - 853,597 92,854 946,451 
David Thodey 738,731 67,020 327,600 1,724 - 1,135,075 160,049 1,295,124 
Total 7,211,681 646,886 2,788,600 12,222 640,000 11,299,389 1,919,340 13,218,729 
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(1) Includes salary, salary sacrifice benefits and fringe benefits tax. 

(2) Short Term Incentive relates to performance for the year ended 30 June 2004 and is based on actual performance for Telstra and the individual. 

(3) Includes the benefit of interest free loans under TESOP97 and TESOP99 and the value of the personal use of products and services related to 

Telstra employment. 

(4) Includes payments made to executives for continued service with Telstra as part of their employment contract. 

(5) The value of deferred remuneration relates to the number of Telstra shares issued under the Deferred Remuneration Plan through Telstra 

Growthshare.  The remuneration value is calculated by applying valuation simulation methodologies as described in Note 19 of the Annual 

Report.  The value of the instruments is then amortised over three years.  The value included in deferred remuneration relates to the current year 

amortised value of the instruments that are yet to vest, being the instruments issued in fiscal 2003 and fiscal 2004. 

(6) Where Telstra terminates the CEO’s or a senior executive’s employment prior to the expiration of their employment contract for reasons other 

than misconduct, they are entitled to 6 months notice or payment in lieu and a termination payment equal to 12 months pay.  Both elements are 

calculated on fixed remuneration at the time of termination. 
 
Annualised value of all Long Term Incentive equity instruments outstanding at the  
end of fiscal 2004 which are subject to performance hurdles 

The following table provides the accounting value of all equity instruments, including those 
allocated in fiscal 2004, which have been annualised over the life of the various equity 
instruments.  Therefore, these values include options and other instruments allocated from 
fiscal 2000 onwards.  None of these instruments have vested to date and they are subject to 
achievement of performance hurdles during various performance periods.  Included in the 
table are values relating to allocations in fiscal 2000 and fiscal 2001, for which it currently 
appears highly unlikely that the performance hurdles will be met.  It therefore appears highly 
unlikely that the CEO and senior executives will derive any value from their fiscal 2000 and 
fiscal 2001 allocations.  For allocations for fiscal 2002, fiscal 2003 and fiscal 2004, these 
instruments are also subject to performance hurdles and therefore the CEO and senior 
executives may or may not derive value from these allocations. 
 

 Total LTI equity allocations subject to performance hurdles (1) Total 
 
 

Options  
($) 

Performance rights (2) 

($) 
Restricted shares  

($) 
 

($) 

Zygmunt E Switkowski 838,744 698,597 125,904 1,663,245 
Bruce Akhurst 371,788 216,315 51,924 640,027 
Douglas Campbell 387,598 262,187 59,736 709,521 
David Moffatt 486,780 249,032 30,160 765,972 
Ted Pretty 414,396 254,813 23,688 692,897 
Michael Rocca 302,444 164,433 19,564 486,441 
Bill Scales 146,820 116,042 3,620 266,482 
John Stanhope 281,252 105,386 22,544 409,182 
David Thodey 241,368 191,881 - 433,249 
 
(1) The value of equity based instruments relate to options, restricted shares, and performance rights issued since the commencement of the LTI plan 

that have been allocated from fiscal 2000 which have not vested or lapsed.  The value of each instrument is determined by applying option 

valuation simulation methodologies as per the assumptions described in Note 19 to the financial statements.  The value of the instruments is 

then amortised over the relevant vesting period.  The value included in remuneration relates to the current year amortised value of the 

instruments that are yet to vest.  The valuations used in the current year disclosures are based on the same underlying assumptions as the prior 

year apart from the exclusion of adjustments for the possible non-retention of staff and the effect of non-transferability of the instruments.  For 

further detail on the assumptions used in our valuation methodologies, refer to note 19 to our financial statements. 

(2) This includes performance rights allocated on 5 September 2003 as part of the annual LTI plan. 

(3) Where a vesting scale is used the table reflects the maximum achievable allocation. 
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Long Term Incentive allocations during fiscal 2004 

In addition to the remuneration detailed in the table in the section headed “CEO and senior 
executive remuneration”, the CEO and the senior executives received LTI allocations of 
performance rights in September 2003.  These performance rights are subject to a hurdle which 
has been described earlier in this report, and may vest on a scale if the hurdle is passed during 
a two year performance period from 5 September 2006.  If the hurdle is not achieved, these 
performance rights will lapse and the CEO and senior executives will derive no value.  These 
allocations are included in the table above headed “Total LTI equity allocations subject to 
performance hurdles”. 
 

 Target Allocation 
($) 

Maximum Allocation 
($) 

Zygmunt E Switkowski 772,412 1,544,824 
Bruce Akhurst 209,988 419,976 
Douglas Campbell 209,988 419,976 
David Moffatt 233,627 467,254 
Ted Pretty 233,627 467,254 
Michael Rocca 163,324 326,648 
Bill Scales 140,299 280,598 
John Stanhope 151,658 303,316 
David Thodey 192,182 384,364 
Total 2,307,105 4,614,210 

 

(1) The value of the LTI relates to the number of rights to Telstra shares issued under the LTI Plan through Telstra Growthshare during fiscal 2004. 

The remuneration value is calculated by applying valuation simulation methodologies as described in note 19 of the Annual Report to the 

number of rights to Telstra Shares that are allocated.  This represents the value of the minimum and maximum values that may vest on a scale if 

the performance hurdle is achieved during the performance period (see Long Term Incentive Plan).  These shares may vest during a two year 

performance period from 5 September 2006 if the hurdle is achieved.  If the hurdle is not achieved during this period, the rights will lapse and the 

executive will receive no value from the equity. 

 
CEO and the senior executives equity based instruments outstanding  
 

Name and Position Telstra Growthshare (1) & (3)

 Long Term Incentive Plans  Deferred 
Remuneration 

Plans 

 Restricted Shares Performance Rights Options Deferred Shares 

Zygmunt Switkowski  146,000  1,259,400  3,456,000 500,700  
Bruce Akhurst 60,000 388,600 1,542,000 135,300 
Douglas Campbell 68,000 388,600 1,597,000 135,300 
David Moffatt 40,000 446,800 1,630,000 152,400 
Ted Pretty 21,000 446,200 1,722,000 155,100 
Michael Rocca 22,000 251,200 640,000 100,600 
Bill Scales 5,000 210,400 465,000 84,200 
John Stanhope 25,000 192,400 616,000 73,200 
David Thodey - 345,200 1,068,000 121,600 

 
The restricted shares, performance rights and options are subject to a performance hurdle 
which has not yet been achieved.  The performance hurdle must be achieved within the 
relevant performance window or the allocations will lapse 
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Details of current equity holdings of all executives under Telstra Growthshare 
 
Instrument Total Options/ 

Restricted 
Shares/ 

Performance 
Rights/Deferred 

Shares  
allocated (1)

Eligible 
executives 

participating 

Exercise  
price 

 
 
 

$ 

Expiry  
date 

Allocation 
date 

Market 
price at 

allocation 
date  

 
$ 

Fair 
value 

(2) 

 

 

$ 

Options 1,533,722 
3,370,660 

150,000 
32,416,945 

1,854,000 

21 
96 

1 
147 

3 

8.02 
6.28 
6.55 
4.90 
5.63 

13 Sept 2009 
8 Sept 2010 

16 Mar 2011 
6 Sept 2011 

14 Mar 2012 

13 Sept 1999 
8 Sept 2000 

16 Mar 2001 
6 Sept 2001 

14 Mar 2002 

8.02 
6.28 
6.55 
4.90 
5.63 

1.38 
1.59 
1.53 
1.13 
1.19 

Restricted shares    260,278 
697,960 

40,000 

21 
96 

1 

n/a 
n/a 
n/a 

13 Sept 2004 
8 Sept 2005 

16 Mar 2006 

13 Sept 1999 
8 Sept 2000 

16 Mar 2001 

8.02 
6.28 
6.55 

5.64 
3.62 
3.77 

Performance 
Rights 

3,098,155 
149,000 

4,034,226 
44,200 

4,412,800 
36,700 

147 
3 

166 
4 

176 
3 

n/a 
n/a 
n/a 
n/a 
n/a 
n/a 

6 Dec 2006 
14 Jun 2007 

5 Dec 2007 
7 Jun 2008 
5 Dec 2008 

20 May 2009 
 

6 Sept 2001 
14 Mar 2002 
5 Sept 2002 
7 Mar 2003 

5 Sept 2003 
20 Feb 2004 

4.90 
5.63 
4.87 
4.11 
5.06 
4.71 

2.86 
3.08 
2.99 
2.60 
3.07 
2.73 

Deferred shares 2,022,498 
22,100 

2,206,400 
18,350 

166 
4 

176 
3 

n/a 
n/a 
n/a 
n/a 

5 Sept 2007 
7 Mar 2008 

5 Sept 2008 
20 Feb 2009 

 

5 Sept 2002 
7 Mar 2003 

5 Sept 2003 
20 Feb 2004 

4.87 
4.11 
5.06 
4.71 

 

4.41 
3.60 
4.29 
4.02 

(1) Generally, options, restricted shares or performance rights may only become exercisable if a performance hurdle is satisfied in the performance 

period.   For details regarding the performance hurdles of each plan refer to note 19 to the financial statements. 

(2) The fair values have been calculated using a simulation methodology.  Specific details on this methodology are contained in Note 19 to the 

financial statements. 

(3) This table reflects aggregate holdings of equity instruments issued through Telstra Growthshare still outstanding as at 30 June 2004. 
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Directors’ and senior executives’ shareholdings in Telstra 

 

As at 12 August 2004: 

Directors 

 
 

Number of shares held 

 Direct 
Interest 

Indirect 
interest(1)

 
Total 

Donald G McGauchie - 34,328 34,328 
John T Ralph 1,000 74,843 75,843 
Zygmunt E Switkowski (2) (3) 46,800 88,850 135,650 
Samuel H Chisholm - - - 
Anthony J Clark 10,000 52,503 62,503 
John E Fletcher - 48,060 48,060 
Belinda J Hutchinson 37,111 27,837 64,948 
Catherine B Livingstone 10,400 15,641 26,041 
Charles Macek - 39,462 39,462 
John W Stocker 800 80,944 81,744 
 

(1) Shares in which the director does not have a relevant interest, including shares held by director related entities, are excluded from indirect 

interests. 
(2) Includes : 

•  400 shares acquired with an interest free loan and 200 free shares under the terms of the Telstra Employee Share Ownership Plan 1999 

(TESOP99); 

•  2,000 shares acquired with an interest free loan plus 500 free shares under the terms of the Telstra Employee Share Ownership Plan 1997 

(TESOP97) and 200 loyalty shares obtained under the “one for ten loyalty offer” available to all employees who participated in the 1997 

public offer; and 

•  80 loyalty shares received under the “one for ten loyalty offer” available to all employees who participated in the 1999 public offer. 
(3) During fiscal 2004, Dr Switkowski was granted 503,200 performance rights and 251,600 deferred shares under the terms and conditions of the 

Telstra Growthshare Trust Deed.  These performance rights and deferred shares are in addition to the above 
 
Senior executives 

 
 

Number of shares held 

 Direct 
Interest 

Indirect 
Interest 

 
Total 

Bruce Akhurst 7,780 54,711 62,491 
Douglas Campbell 9,700 27,500 37,200 
David Moffatt 600 3,100 3,700 
Ted Pretty  - 2,400 2,400 
Michael Rocca 12,000 - 12,000 
Bill Scales 8,516 1,400 9,916 
John Stanhope 6,980 3,960 10,940 
David Thodey 12,462 5,800 18,262 
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