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Illustrative Examples 
 
# Note – the share prices and the tax market values referred to in these examples are for illustration 
purposes only.  The tax market value of a share on a particular day is available from the Telstra Share 
Registry (1300 88 66 77). 
 
## Note - these examples deal only with the taxation consequences for participants who are assessed under 
the capital gains tax provisions (and not the ordinary income provisions) for a disposal of shares in the 
2013/14 year.  They do not deal with the taxation consequences of disposing of shares in earlier or later 
years. 
 
### Note - these examples deal ONLY with the tax consequences if you are a continuing employee or you 
ceased your relevant employment with Telstra during the 2013/14 year.  They do not deal with participants 
who ceased employment prior to the 2013/14 year.  
 
#### Note - these examples assume that participants will not have capital losses available to offset against 
any capital gains made on the disposal of the shares. 
 

Share Type 
 

 

Example 

TESOP 97 Loan Shares 1 

TESOP 97 Non-Loan Shares 2 

TESOP 97 Extra Loan Shares 3 

TESOP 97 Extra Non-Loan Shares 4 

TESOP 97 Loyalty Shares 5 

1997 Public Offer Shares 6 

1997 Shares Purchased through the stock exchange 7 

1999 Guaranteed Allocation Shares 8 

1999 Public Offer shares 9 

TESOP 99 Loan Shares 10 

TESOP 99 Extra Shares 11 

TESOP 99 Loyalty Shares 12 

1999 Shares Purchased through the stock exchange 13 

T3 Sale Shares and Loyalty Shares 14 
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Example 1 
TESOP 97 Loan Shares 

Example:  
 

 As part of the 1997 Public float of Telstra shares you took up the maximum employee offer of 2,000 loan 
shares. 

 These shares were subject to a trade Restriction Period.  

 The loan for these shares was repaid in full on 25 March 2011 (with the payment of the 2011 interim 
dividend) and the shares were transferred to you by the Trustee.  The tax market value of the shares on this 
date was $2.70. 

 On 4 December 2013 you sold your shares for $5.05 per share. 

 For the purposes of this example we have assumed that the tax market value of the share is the same as its 
market value and we have ignored selling costs such as brokerage. 

 
Tax consequences - If you elected to seek $1,000 tax exemption in your 1997/98 tax return 
 
Your capital gain or loss from the sale will equal the proceeds of the sale less the cost base of your shares.  
 
You can choose $3.30 as the cost base for these shares (if you do not make the choice, the cost base of your shares 
will be $2.70, being the market value of the shares on the date the loan was fully repaid). 
 
Assuming you make the choice, your capital gain is: (2,000 x $5.05) – (2,000 x $3.30) = $3,500 
 

Note:  if you had not made the choice you would have made a larger capital gain on disposal.  The way you 
prepare your return is evidence of whether or not you made the choice i.e. you are not required to lodge a 
written election with the Australian Taxation Office. 

 
Tax consequences - If you did not elect to seek $1,000 tax exemption in your 1997/98 tax return 
 
As the loan was not repaid by 15 November 2007 i.e. the ten year anniversary of TESOP 97, the cost base of your 
shares will be $4.69. 
 
Consequently, your capital gain is: (2,000 x $5.05) – (2,000 x $4.69) = $720 
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Example 2 
 

TESOP 97 Non-Loan Shares 
Example:  
 

 As part of the 1997 Public float of Telstra shares you took up the maximum employee offer of 2,000 non-loan 
shares at their public offer price of $3.30. 

 These shares were not subject to a trade Restriction Period.  

 On 4 December 2013 you sold your shares for $5.05 per share. 

 For the purposes of this example we have assumed that the tax market value of the share is the same as its 
market value and we have ignored selling costs such as brokerage. 

 
Whether you elected to seek the $1,000 tax exemption in your 1997/98 tax return is irrelevant in 
respect of the tax consequences arising from the disposal of these shares. 
 
Your capital gain from the sale will equal the proceeds of the sale less $3.30 (being your cost base in the shares). 
 
Consequently, your capital gain is: (2,000 x $5.05) - (2,000 x $3.30) = $3,500 
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Example 3 
 

TESOP 97 Extra Loan Shares 
Example:  
 

 As part of the 1997 Public float of Telstra shares you took up the maximum employee offer of 2,000 loan 
shares. 

 Consequently you were entitled to 500 extra loan shares. 

 These shares were subject to a trade Restriction Period.  

 The loan for your TESOP 97 Loan shares was repaid in full on 25 March 2011 (with the payment of the 2011 
interim dividend) and these shares were transferred to you by the Trustee.  The tax market value of the shares 
on this date was $2.70. 

 On 4 December 2013 you sold your shares for $5.05 per share. 

 For the purposes of this example we have assumed that the tax market value of the share is the same as its 
market value and we have ignored selling costs such as brokerage. 

 
Tax consequences - If you elected to seek $1,000 tax exemption in your 1997/98 tax return 
 
Your capital gain or loss from the sale will equal the proceeds of the sale less the cost base of your shares.  
 
You can choose $3.30 as the cost base for these shares (if you do not make the choice, the cost base of your shares 
will be $2.70, being the market value of the shares on the date the loan was fully repaid). 
 
Assuming you make the choice, your capital gain is: (500 x $5.05) – (500 x $3.30) = $875 
 

Note:  if you had not made the choice you would have made a larger capital gain on disposal.  The way you 
prepare your return is evidence of whether or not you made the choice ie. you are not required to lodge a 
written election with the Australian Taxation Office. 

 
 
Tax consequences - If you did not elect to seek $1,000 tax exemption in your 1997/98 tax return 
 
As the loan was not repaid by 15 November 2007 i.e. the ten year anniversary of TESOP 97, the cost base of your 
shares will be $4.69. 
 
Consequently, your capital gain is: (500 x $5.05) – (500 x $4.69) = $180 
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Example 4 
 

TESOP 97 Extra Non-Loan Shares 
 
Example:  
 

 As part of the 1997 Public float of Telstra shares you took up the maximum employee offer of 2,000 non-loan 
shares.  You did not take advantage of the Telstra loan. 

 Consequently you were entitled to 500 extra non-loan shares. 

 These shares were subject to a trade Restriction Period which expired on 15 November 2000.  (This example 
assumes you did not cease your relevant employment with Telstra before 15 November 2000).  The tax 
market value of the shares was $6.58 on 15 November 2000. 

 On 4 December 2013 you sold your shares for $5.05 per share. 

 For the purposes of this example we have assumed that the tax market value of the share is the same as its 
market value and we have ignored selling costs such as brokerage. 

 For more information on when the Restriction Period expires for these shares refer to the TESOP Trade Restriction Periods 
table. 

 
Whether you elected to seek the $1,000 tax exemption in your 1997/98 tax return is irrelevant in 
respect of the tax consequences arising from the disposal of these shares. 
 
Your capital loss from the sale will equal $6.58 (being the tax market value of shares at 15 November 2000, which 
is when the restriction period expired for extra non-loan shares) less the proceeds of the sale. 
 
Consequently, your capital loss is: (500 x $6.58) - (500 x $5.05) = $765 

 
The capital loss can only be used as an offset against other capital gains you may have made during the year.  
Otherwise, the loss would need to be carried forward for offset against other capital gains you may make in the 
future.  Once offset against a capital gain, it will be the net gain which may or may not be subject to the 50% 
discount, depending on how long the gain asset was held. 
 
 

Note: If you elected to seek the $1,000 tax exemption in your 1997/98 tax return, you may choose to 
apply the capital gains tax provisions differently from the basis outlined above.  You may choose $3.30 
as the cost base for your shares.  However, such a choice would result in a capital gain rather than a 
capital loss. 
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Example 5 
 
 

TESOP 97 Loyalty Shares 
Example:  
 

 As part of the 1997 Public float of Telstra shares you purchased 2,000 shares under the public offer (at their 
public offer price of $3.30). 

 You held your purchased shares for more than 12 months and consequently you were entitled, under the 
employee offer, to a further 200 loyalty shares. 

 These loyalty shares were not subject to a trade Restriction Period.  

 On 4 December 2013 you sold your loyalty shares for $5.05 per share.   

 For the purposes of this example we have assumed that the tax market value of the share is the same as its 
market value and we have ignored selling costs such as brokerage. 

 This example assumes that you did not cease your relevant employment with Telstra before 17 November 
1998. 

 
Tax consequences - If you elected to seek $1,000 tax exemption in your 1997/98 tax return 
 
Your capital gain from the sale will equal the proceeds of the sale less the cost base of your shares (being $3.30 
per share). 
 
Consequently, your capital gain is: (200 x $5.05) - (200 x $3.30) = $350*  

 
 
Tax consequences - If you did not elect to seek $1,000 tax exemption in your 1997/98 tax return 
 
Your capital loss from the sale will be $6.55 less the proceeds of sale.  
 

$6.55 is the tax market value of shares on 17 November 1998 being the date TESOP 97 Loyalty Shares were allotted. 
 

Your capital loss is: (200 x $6.55) - (200 x $5.05) = $300* 
  
 
 
*The capital loss can only be used as an offset against other capital gains you may have made during the year.  
Otherwise, the loss would need to be carried forward for offset against other capital gains you may make in the 
future.  Once offset against a capital gain, it will be the net gain which may or may not be subject to the 50% 
discount, depending on how long the gain asset was held. 
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Example 6 
 
 

1997 Public Offer Shares 
Example:  
 

 As part of the 1997 Public float of Telstra shares you acquired 2,000 shares at their public offer price of 
$3.30. 

 These shares were not subject to a trade Restriction Period.  

 On 4 December 2013 you sold your shares for $5.05 per share. 

 For the purposes of this example we have ignored selling costs such as brokerage. 

 
Whether you elected to seek the $1,000 tax exemption in your 1997/98 tax return is irrelevant in 
respect of the tax consequences arising from the disposal of these shares. 
 
Your capital gain from the sale will equal the proceeds of the sale less $3.30 (being your cost base in the shares). 
 
Consequently, your capital gain is: (2,000 x $5.05) - (2,000 x $3.30) = $3,500 
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Example 7 
 

1997 Shares through the Stock Exchange 
 
Example:  
 

 On 1 December 1997 you purchased 2,000 instalment receipts through the stock exchange for $2.40. 

 These shares were not subject to a trade Restriction Period.  

 On 17 November 1998 you paid the 2nd instalment of $1.40. 

 On 4 December 2013 you sold your shares for $5.05 per share. 

 For the purposes of this example we have ignored selling costs such as brokerage. 

 
Whether you elected to seek the $1,000 tax exemption in your 1997/98 tax return is irrelevant in 
respect of the tax consequences arising from the disposal of these shares. 
 
Under the capital gains tax provisions, your capital gain from the sale will equal the proceeds of the sale less the 
cost of the shares/instalment receipts (($2.40 + $1.40 = $3.80) per share). 
 
Consequently, your capital gain is: (2,000 x $5.05) - (2,000 x $3.80) = $2,500 
 
 
For some taxpayers the gain/loss made on the sale of the shares will be dealt with under the “income” provisions 
of the tax rules. 
 
 
 
If the shares were held by you for longer than 12 months, the capital gain may be reduced by 50% (after first 
taking into account any capital losses). 
 



X:\Shareholder Services\TESOP\1314 TESOP TAX INFO\2014 TESOP - Examples -final.docx  9 

Example 8 
 

1999 Guaranteed Allocation Shares 
 
Example:  
 

 As part of the 1999 Staff Offer you acquired 2,000 shares at their public offer price of $7.40. 

 These shares were not subject to a trade Restriction Period.  

 On 4 December 2013 you sold these shares for $5.05 per share. 

 For the purposes of this example we have ignored selling costs such as brokerage. 

 
Whether you elected to seek the $1,000 tax exemption in your 1999/2000 tax return is irrelevant in 
respect of the tax consequences arising from the disposal of these shares. 
 
Under the capital gains tax provisions, your capital loss from the sale will equal the amount you paid for the 
shares ($7.40 per share) less the proceeds from the sale.  
 
Consequently, your capital loss is:  (2,000 x $7.40) - (2,000 x $5.05) = $4,700* 
 
For some taxpayers the gain/loss made on the sale of the shares will be dealt with under the “income” provisions 
of the tax rules.   
 
 
 
*The capital loss can only be used as an offset against other capital gains you may have made during the year.  
Otherwise, the loss would need to be carried forward for offset against other capital gains you may make in the 
future.  Once offset against a capital gain, it will be the net gain which may or may not be subject to the 50% 
discount, depending on how long the gain asset was held. 
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Example 9 
 

1999 Public Offer Shares 
 
Example:  
 

 As part of the 1999 Public Offer of Telstra shares you acquired 2,000 shares at their public offer price of 
$7.40. 

 These shares were not subject to a trade Restriction Period.  

 On 4 December 2013 you sold these shares for $5.05 per share. 

 For the purposes of this example we have ignored selling costs such as brokerage. 

 
Whether you elected to seek the $1,000 tax exemption in your 1999/2000 tax return is irrelevant in 
respect of the tax consequences arising from the disposal of these shares. 
 
Under the capital gains tax provisions, your capital loss from the sale will equal the amount you paid for the 
shares ($7.40 per share) less the proceeds from the sale. 
 
Consequently, your capital loss is:  (2,000 x $7.40) - (2,000 x $5.05) = $4,700* 
 
For some taxpayers the gain/loss made on the sale of the shares will be dealt with under the “income” provisions 
of the tax rules.  
 
 
 
*The capital loss can only be used as an offset against other capital gains you may have made during the year.  
Otherwise, the loss would need to be carried forward for offset against other capital gains you may make in the 
future.  Once offset against a capital gain, it will be the net gain which may or may not be subject to the 50% 
discount, depending on how long the gain asset was held. 
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Example 10 
 

TESOP 99 – Loan Shares 
 
Example:  
 

 As part of the 1999 float of Telstra shares you took up the maximum employee offer of 400 loan shares. 

 These shares were subject to a trade Restriction Period.  

 On 4 December 2013 you chose to pay the remaining loan balance on these shares and sold them for $5.05 
per share. 

 For the purposes of this example we have ignored selling costs such as brokerage. 

Tax consequences - If you elected to seek $1,000 tax exemption in your 1999/2000 tax 
return 
 
Your capital gain or loss from the sale will equal the proceeds of the sale less the cost base of your shares.  
 
You can choose $7.40 as the cost base for these shares (if you do not make the choice, the cost base of your shares 
will be $5.05, being the market value of the shares on the date the loan was fully repaid). 
 
Assuming you make the choice, your capital loss is: (400 x $7.40) – (400 x $5.05) = $940* 
 

Note:  if you had not made the choice you would have made no capital gain and no capital loss on disposal as 
your cost base would be the same as the sale proceeds.  The way you prepare your return is evidence of 
whether or not you made the choice ie. you are not required to lodge a written election with the Australian 
Taxation Office. 

 
Tax consequences - If you did not elect to seek $1,000 tax exemption in your 1999/2000 tax return 
 
As the loan was not repaid by 16 October 2009 i.e. the ten year anniversary of TESOP 99, the cost base of your 
shares will be $3.15 (the tax market value of the shares on 16 October 2009). 
 
Consequently, your capital gain is: (400 x $5.05) – (400 x $3.15) = $760** 
 
 
 
* The capital loss can only be used as an offset against other capital gains you may have made during the year.  
Otherwise, the loss would need to be carried forward for offset against other capital gains you may make in the 
future.  Once offset against a capital gain, it will be the net gain which may or may not be subject to the 50% 
discount, depending on how long the gain asset was held. 
 
**As the shares were not held by you for longer than 12 months after the Restriction Period expired (ie. when the 
loan was repaid in full), you will not be able to access the 50% CGT discount on the sale of the shares.   
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Example 11 
 

TESOP 99 – Extra Shares 
 
Example:  
 

 As part of the 1999 float of Telstra shares you acquired 800 Guaranteed Entitlement shares. 

 Consequently you were entitled to 200 extra shares. 

 These shares were subject to a trade Restriction Period which expired on 16 October 2002.  This example 
assumes that you did not leave your relevant employment with Telstra before 16 October 2002.  The TESOP 
Trustee transferred the shares to you on that date.  The tax market value on that date was $4.81 per share. 

 On 4 December 2013 you sold the shares for $5.05.   

 For the purposes of this example we have assumed that the tax market value of the share is the same as its 
market value and we have ignored selling costs such as brokerage. 

 For more information on when the Restriction Period expires for these shares refer to the TESOP 
Trade Restriction Periods table. 

 
Tax consequences - If you elected to seek $1,000 tax exemption in your 1999/2000 tax return 
 
If you make the choice to use $7.40 as the cost base for your shares, your capital loss from the sale will equal 
$7.40, multiplied by the number of shares you acquired, less the proceeds of the sale.  
 
Consequently, your capital loss is:  (200 x $7.40) – (200 x $5.05) = $470* 
 

Note: If you do not choose $7.40 as your cost base, the share’s cost base will be $4.81 being the tax market 
value of the shares at the expiry of the Restriction Period.  In such a case you would be in a capital gain 
position rather than a capital loss. 

 
Tax consequences - If you did not elect to seek $1,000 tax exemption in your 1999/2000 tax return 
 
You should previously have been assessed under the Employee Share Scheme provisions of the Tax Act on $4.81 
per share being the tax market value of the shares at the expiry of the Restriction Period.   
 
Accordingly, your capital gain is:  (200 x $5.05) – (200 x $4.81) = $48 
 
 
 
*The capital loss can only be used as an offset against other capital gains you may have made during the year.  
Otherwise, the loss would need to be carried forward for offset against other capital gains you may make in the 
future.  Once offset against a capital gain, it will be the net gain which may or may not be subject to the 50% 
discount, depending on how long the gain asset was held. 
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Example 12 
 

TESOP 99 – Loyalty Shares 
 
Example:  
 

 As part of the 1999 float of Telstra shares you acquired 800 Guaranteed Entitlement shares. 

 You held these shares for longer than 12 months and therefore you were entitled to 80 loyalty shares. 

 These shares were subject to a trade Restriction Period which expired on 16 October 2002.  This example 
assumes that you did not leave your relevant employment with Telstra before 16 October 2002.  The TESOP 
Trustee transferred the shares to you on that date.  The tax market value of Telstra shares on that date was 
$4.81 per share. 

 On 4 December 2013 you sold the shares for $5.05.   

 For the purposes of this example we have assumed that the tax market value of the share is the same as its 
market value and we have ignored selling costs such as brokerage. 

 For more information on when the Restriction Period expires for these shares refer to the TESOP 
Trade Restriction Periods table. 

 
Tax consequences - If you elected to seek $1,000 tax exemption in your 1999/2000 tax return 
 
If you make the choice to use $7.40 as the cost base for your shares, your capital loss from the sale will equal 
$7.40 multiplied by the number of shares you acquired less the proceeds of the sale. 
 
Consequently, your capital loss is:  (80 x $7.40) – (80 x $5.05) = $188* 

 
Note: If you do not choose $7.40 as your cost base, the share’s cost base will be $4.81 being the tax market 
value of the shares at the expiry of the restriction period.  In such a case you would be in a capital gain 
position rather than a capital loss. 

 
Tax consequences - If you did not elect to seek $1,000 tax exemption in your 1999/2000 tax return 
 
You should previously have been assessed under the Employee Share Scheme provisions of the Tax Act on $4.81 
per share being the tax market value of the shares at the expiry of the Restriction Period.   
 
Accordingly, your capital gain is:  (80 x $5.05) – (80 x $4.81) = $19.20 
 
 
 
*The capital loss can only be used as an offset against other capital gains you may have made during the year.  
Otherwise, the loss would need to be carried forward for offset against other capital gains you may make in the 
future.  Once offset against a capital gain, it will be the net gain which may or may not be subject to the 50% 
discount, depending on how long the gain asset was held. 
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Example 13 
 

1999 Shares Purchased through the Stock Exchange 
 
Example:  
 

 On 1 December 1999 you purchased 2,000 instalment receipts through the stock exchange for $3.70.  

 These shares were not subject to a trade Restriction Period.  

 On 2 November 2000 you paid the 2nd instalment of $2.90.  

 On 4 December 2013 you sold your shares for $5.05 per share. 

 For the purposes of this example we have ignored selling costs such as brokerage. 

 
Whether you elected to seek the $1,000 tax exemption in your 1999/2000 tax return is irrelevant in 
respect of the tax consequences arising from the disposal of these shares. 
 
Your capital loss from the sale will equal the cost of the shares/instalment receipts (($3.70 + $2.90 = $6.60) per 
share) less your proceeds from the disposal. 
 
Consequently, your capital loss is: (2,000 x $6.60) – (2,000 x $5.05) = $3,100* 
 
 
 
*The capital loss can only be used as an offset against other capital gains you may have made during the year.  
Otherwise, the loss would need to be carried forward for offset against other capital gains you may make in the 
future.  Once offset against a capital gain, it will be the net gain which may or may not be subject to the 50% 
discount, depending on how long the gain asset was held. 
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Example 14 
 

T3 Sale Shares 
 
Example:  
 
 
 As part of the T3 float you purchased 1,000 Instalment Receipts for $3.60 ($2.00 paid with your application, 

with a 2nd instalment paid on 29 May 2008).   
 
 These shares were not subject to a trade restriction period. 
 
 You have a cost base in respect of the IRs equivalent to $3.46 x 1,000 underlying Sale Shares, plus $3.46 x 40 

Loyalty Rights.   
 
 You sell 500 Sale Shares on 4 December 2013 for $5.05 each.   
 
 For the purposes of this example we have ignored selling costs such as brokerage. 
 
These shares were not acquired as part of an employee share scheme (ESS), therefore any ESS 
elections are irrelevant. 
 
Under the capital gains tax provisions, your capital gain from the sale will equal your proceeds from the disposal 
less the cost of the shares ($3.46 per Sale Share). 
 
Consequently, your capital gain is: (500 x $5.05) – (500 x $3.46) = $795 
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Disclaimer   
     
 This is a general description of the tax consequences, which can apply to your participation in TESOP 97 or 
TESOP 99.  The tax consequences for you may be different depending on your own circumstances, particularly if 
you have participated in other employee share schemes, if you have any particular arrangements in relation to 
your shares or for shares you acquire otherwise than under TESOP 97 or TESOP 99. 
 
This information has been prepared for the participants who are, and will continue to be, Australian tax residents.  
The information does not apply to: 

(a) individuals engaged in foreign service; 
(b) temporary residents of Australia for tax purposes;  
(c) foreign tax residents; or 
(d) individuals who are no longer employees of Telstra. 

 
If you fall within these categories you should discuss the matter with your tax advisor. 
The description of the capital gains tax consequences of your participation in TESOP 97 and/ or TESOP 99 is 
based on Class Ruling (CR 2001/28) issued by the Commissioner of Taxation. 
 
The description of the capital gains tax consequences of your sale of T3 IRs in the 2006/07 year is based on Class 
Ruling (CR 2007/51) issued by the Commissioner of Taxation. 
 
If you have any questions about preparing your tax return or the tax consequences of your participation in TESOP 
97 or TESOP 99 (including the capital gains tax consequences) in your particular circumstances, you should seek 
guidance from your own registered tax adviser. 
 


