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CEO & CFO SPEECH NOTES  

5G UPDATE 

5 DEC 2018 

 
ROBYN DENHOLM – CFO 
 
Welcome 
 
Welcome everyone to today’s presentation and thank you for being here for those who have joined us 
in the room here in Telstra’s Customer Insight Centre, as well as those who are joining us via the 
livestream.   
 
I’m Robyn Denholm, Telstra’s Chief Financial Officer and Head of Strategy. 
 
I’d like to begin by acknowledging the traditional owners of the land we meet on today – the Gadigal 
people of the Eora nation. I pay my respects to their Elders past, present and emerging. 
 
I’m super excited with the purpose of today’s briefing, which is to provide you with a detailed update 
on years of work that the collective team at Telstra has put in to 5G. 
 
You will hear about both our achievements to date and our plans for the future.  
 
Today is also an opportunity for you to hear from the new members of our leadership team: Nikos 
Katinakis (Group Executive Networks & IT), Michael Ackland (Group Executive Consumer & Small 
Business), Michael Ebeid (Group Executive Enterprise), and Christian von Reventlow (Group 
Executive Products & Technology). 
  
Agenda 
 
Briefly, let me give you the agenda for the rest of the afternoon: 
 

 Andy will give us an update on T22 and an overview of Telstra’s 5G leadership 
 Nikos will cover the technology that is powering 5G and the benefits it will bring 
 Michael Ackland and Michael Ebeid will talk you through some of the most interesting use 

cases for 5G 
 Christian will paint a picture of longer-term growth opportunities and the implications for our 

industry 
 And then the six of us will come together on stage for a Q&A session 

 
You will have an opportunity to experience 5G and IoT in more depth at our showcases located in the 
foyer.  
 
Some of you may have already been to the showcases and I hope you were excited by what you saw. 
  
FY19 trends 
 
Before I invite Andy to the stage to set the scene for today’s discussion, I want to briefly provide some 
comments on the trends within our business. 
 
Despite increased competitive intensity, which is expected to continue throughout FY19, the guidance 
for FY19 which we provided to the market in September remains unchanged. 
 
Following on from the strong postpaid handheld subscriber growth reported in the last quarter of 
FY18, we have seen continued good subscriber momentum, and our productivity initiatives continue 
to reduce our core fixed costs.  
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I also want to provide some colour on the profile of our free cashflow on a guidance basis, H1 versus 
H2, across FY19 and why it will be different compared to previous years.  
 
In recent years we have reported about a third of our full year free cash flow in the first half of the 
year. However for FY19 we are expecting free cashflow at the half to be a smaller proportion of the 
full year number.  The two principal drivers are capex and a working capital increase mainly due to 
inventory. 
 
Capex remains within the full year FY19 envelope, however we have brought forward more of this 
investment to 1H. For context we typically spend around 50% of our full year capex in H1, this year 
we expect to be spending closer to 60% in H1. We therefore expect our 2nd half capex spend to be 
lower than H1. 
 
In terms of working capital we recognise that we have work to do in the second half. 
 
Our restructuring costs in H1 are largely in line with our expectations. We continue to look for 
opportunities to pull forward restructuring costs where it makes sense.  
 
While I have provided some comments on our free cashflow profile, the focus for today is on 5G and 
what it means for Telstra and our customers. 
 
We look forward to providing more detail on our trading performance at our Half Year Results in 
February. 
 
With those comments, let me welcome Andy to the stage. 
 
 
 
ANDREW PENN – CEO 
 
Slide 1 – 5G Update 
 
Thank you Robyn. 
 
Slide 3 - Welcome 
 
Good afternoon and welcome.  
 
Thank you for investing your time with us today. I am pleased to see so many here in person and I 
know many more are tuning in via our livestream. 
 
As Robyn has set out, today you will have the opportunity to immerse yourself in the world of 5G and 
the significant opportunities it provides. We will also be taking you through our 5G strategy to take 
advantage of this new technology to provide growth for our future.  
 
Obviously we are at the early stages of 5G and the technology will continue to evolve as there is 
ongoing innovation in every part of the ecosystem – whether that be operators such as Telstra, the 
radio access equipment manufacturers, in chipsets and devices. There are also lots of myths and 
falsehoods about the technology and today we are going to help you navigate through these to better 
understand just exactly where 5G is at and what it can do. 
 
The telco industry is at a tough stage in its cycle as most operators have fully rolled out 4G and 
competition on price has increased. This is exacerbated in Australia by where we are at in the rollout 
of the nbn and the significantly negative impact it is having on industry economics.  
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Against this background, 5G heralds a new opportunity for growth particularly for those that will be 
leaders in this new technology as indeed Telstra is. 
 
Before we get into 5G however, I want to provide you with an update on our T22 strategy. I want to 
take a moment to remind you of the rationale and context behind the strategy. 
 
Slide 4 - T22 update 
 
We identified more than two years ago the need to invest and create the platforms we believed we 
would need for the future. That is why we announced up to $3 billion of incremental investment over 
the three years to the end of June 2019.  
 
We are well progressed with this work and we have made significant progress in digitising the whole 
of our network and ensuring we are 5G ready. We have also invested in replacing our core IT 
systems such as CRM; billing; order management and our customer interface systems – all of these 
systems are being built on a new technology stack, in the Cloud with an ecosystem of API’s. 
 
As I have said previously, in a company the size and scale of Telstra this is no small undertaking.  
The size and complexity of our network, systems, products and processes is enormous.  Our 
networks and systems support 16m customers, we undertake 40m operations per day, we operate 
more than 100,000 servers on our premises.  
 
The number of interactions we have with our customers and that our systems record is in the 
hundreds of millions a year, the number of transactions on our network is in the hundreds of billions.  
 
That is why this program of investment has been very substantial and that is why it has taken time. It 
is also why frankly, Telstra, like many incumbent companies facing digital disruption, has put this 
investment off for too many years.  
 
The good news is we are two years in and we are very well progressed. We are well progressed with 
the program that creates the platform that will enable us to take advantage of the opportunities from 
new technologies such as 5G and provide the functionality to radically simplify and automate our 
business and deliver a very different customer experience. 
 
The reason this decision taken in 2016 to transform our networks and systems has been so important 
is because of how very difficult the economic implications of the nbn and flow on impact to the 
competitive dynamics in the industry have become.  
 
That is why in June this year we also made the decision to be much more aggressive in the 
transformation of the business through our T22 strategy leveraging these investments. And let me be 
clear our T22 initiatives would just not have been possible without these investments.  
 
In picking our timing for T22 we had to balance the critical need to transform on the one hand against 
the legacy in systems, products and processes built up over decades.  We also had to recognise we 
would potentially lose $500m in annual fees and charges designed out of our products in the future. 
 
T22 therefore is not without risk, but simply we believed we had reached a tipping point. A point 
where we needed to be more prepared to disrupt ourselves then wait to be disrupted. Our investment 
program has given us the platform to support that. 
 
Since we launched T22 in June we have already delivered a number of key early milestones.  
 



CHECK AGAINST DELIVERY   Page 4 

Slide 5 – T22 Update (delivery) 
 
For our customers we have removed excess data charges on our new consumer mobile plans which 
gives them greater cost certainty and eliminates a major pain point. We already have around a 
quarter of a million customers enjoying Peace of Mind data. 
 
We have also offered consumer customers more choice when creating a home or mobile package. 
Customers can now select their base mobile or home broadband plan and add entertainment such as 
Kayo, the new Foxtel sports streaming service and an expanded range of technology and accessories 
with no upfront charges.  
This is a critically important step towards our commitment to ensure customers are not paying for 
services they do not want.  
 
We are also well progressed in reducing the number of Consumer & Small Business plans from 1800 
to 20 while giving our customers more choice.  
 
With technology opening new opportunities for small businesses on a daily basis, next week we will 
be announcing major enhancements to the support we provide this segment. This includes new 
solutions and services designed to add more flexibility, reliability, value, cost certainty and expert 
service and advice. 
 
In Enterprise, Connected Workplace, our first solution to be delivered on our new B2B digital stack 
launches next week. In addition, we have launched our Track and Monitor IoT solution that gives our 
customers automated, mapped visibility of their moving assets at scale. 
 
We have stood up Telstra InfraCo, our standalone infrastructure business unit, to drive improved 
performance and create optionality for the future. We are on track to segment report InfraCo at the 
half year and for it to be fully operational by June 2019. 
 
In October we implemented our new end-to end functional structure and operating model. This 
elevated our focus on product innovation with a new Product & Technology function and internal 
efficiency and effectiveness with the new Global Business Services function.  
 
We are also well underway simplifying and flattening our structure and have already reduced one to 
two layers of management in many parts of our business.  
 
When I updated the market at the AGM in October, I advised that we had announced a reduction of 
2,600 FTE & Contractor roles. Since then we have announced further reductions increasing the total 
to approximately 3,000. Of these 2,000 roles have already left the business 
 
The combination of our investments and our T22 Strategy are enabling us to make a real difference to 
our customers. 
 
Since 2017 we have reduced calls to our call centres by more than 25% or 10m calls per annum. We 
have also reduced complaints to the TIO by one third and increased Episode NPS by 13 points. 
 
It has been a tough operating environment over the last 2 years but we are starting to see some 
positive results from our efforts.  
 
Furthermore, while it is probably going to continue to be tough over the next 12 months, there are 
other reasons to be optimistic regarding the future.  
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One reason to be optimistic is I believe that ultimately the nbn operating environment will improve, 
particularly once the rollout is complete. The current wholesale price for the nbn is unsustainable and 
is leading to operators starting to exit the business and will ultimately lead to higher prices for 
consumers. 
 
As you have heard me say before, this is something that will have to be addressed if the nbn and the 
industry is ever to be viable and sustainable. 
 
Slide 6 - Why 5G matters 
 
The second reason to be optimistic is what we have invited you here today to discuss. That is the new 
technology coming – 5G.  
 
5G will be transformative for the industry and will offer opportunities for revenue growth.  
 
Firstly, as 5G rolls out, as with 4G, I expect customers to be willing to pay more to access this new 
technology.  
 
Secondly, 5G will enable new revenue streams that do not exist today. 
 
This is on top of the immediate capital efficiency that 5G will deliver by reducing the cost per bit of 
data travelling over the network. 
 
In each of the previous moves to a new generation of mobile technology, Telstra has been bold and 
led the market.  
 
Our strong investment has given us first-mover advantage and ensured we could offer our customers 
Australia’s best mobile network on the newest and best technology. 
  
This approach has consistently delivered financial benefits to shareholders as we have seen more 
customers, more devices and more traffic move onto the Telstra mobile network.  
 
We believe this will be the case with 5G too and we are already well positioned to be the leader. 
 
Across the afternoon, we will cover 5G from a technical perspective, look at some of the near-term 
use cases and benefits for our customers, as well as some of the long-term growth opportunities and 
implications for our industry.  
 
Slide 7 - Why is 5G different? 
 
Before we start I want to explain what makes 5G different from previous changes in mobile 
technology. 
 
In many ways 5G is more than just an evolution of mobile network technology. The true power of 5G 
lies in the fact that it is arriving at the same time as other technologies are maturing. These include 
software defined networks, the internet of things, cloud computing, machine learning and artificial 
intelligence.  
 
This unique convergence of technologies is what makes 5G far more revolutionary than earlier shifts 
in mobile technology.  
It also opens up a wide range of new market opportunities for telcos and you are going to hear more 
about these from Michael, Michael and Christian later 
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In the meantime just a few areas where 5G will be different.  
 
• Firstly, latency. Latency on 5G will be 1/30th (one thirtieth) of what we experience on 4G. This 
opens up opportunities in markets where milliseconds count such as automotive, healthcare, 
transport, mining, oil and gas and virtually all forms of robotics and virtual and augmented reality. 
 
• There will also be big gains in capacity through spectral and network efficiency. 5G features 
such as massive MIMO and beamforming will allow us to make better use of spectrum assets and 
deliver customers a faster, more reliable mobile experience. They will also open up new spectrum 
bands and allow us to deal with the continued growth of data travelling across our network, while 
holding total costs steady as costs per bit decrease.  
 
• Edge computing and software defined networking will mean that the true power of our mobile 
network is closer to our customers’ devices than ever before. It will also make our network more 
flexible and responsive. 
 
Nikos will take you through some of these network dynamics soon. 
 
Slide 8 – How will we experience 5G? 
 
However, as with 4G we don’t expect to see all of 5G’s capabilities arrive at once. In fact, we expect 
to see three horizons in the development and deployment of 5G. 
 
Horizon 1 is where customers will be able to benefit almost immediately from the incremental 
improvements to speed and latency albeit it will not reach its maximum potential until later. This will 
enhance usage in areas such as gaming, broadcast services, and security. Horizon 1 is also where 
we will see lower cost per-Gigabyte as greater efficiencies in our network and in the way we use 
spectrum helps control costs. 
 
Horizon 2 is where customers will see increasing improvements in new products and services. This 
will include precision IoT in agriculture, fixed wireless broadband at scale (using mmWave), and large-
scale adoption of industrial automation.  
 
Finally, Horizon 3 will see new use cases and emerging business opportunities up the stack and on 
top of connectivity. Some of these use cases, such as autonomous vehicles, remote surgery and 
augmented reality are obvious to us now. However, some new use cases will only emerge as the 
technology develops. Remember that in the early development of 4G, no one could accurately predict 
how this would lead to the development of the app-economy and the businesses and use cases built 
on it such as large scale video streaming. 
 
Slide 9 - Telstra’s 5G progress to date  
 
We are at a critical moment in the development of 5G and Telstra is already a global leader in the 
race to develop and deploy it:  
 
• In late 2017, we completed a world-first 5G trial data call over mmWave spectrum using our 
production core network. 
 
• In February this year we launched the 5G Innovation Centre on the Gold Coast. That Centre 
has since been home to the world’s first precinct of 5G-enabled Wi-Fi hotspots, Australia’s first 5G 
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Connected Car, one of the world’s first 5G esports experiences, and the world’s first end-to-end 5G 
non-standalone data call on a commercial mobile network. 
 
• In August, we announced we had started switching on 5G technology on our network on the 
Gold Coast quickly followed by the first regional cell site in Tamworth, making Telstra’s network the 
first in the country to be 5G ready.  
 
• In September we hosted a meeting of the global standards body, known as 3GPP, to 
progress the development of international standards. 
 
• In October we turned on 5G-enabled mobile base stations in Adelaide, Canberra and Perth. 
We are the first carrier to deploy 5G in these three cities and these sites are among the first locations 
in Australia to be upgraded with 5G technology. We have set a benchmark of having more than 200 
5G-enabled sites live by the end of 2018 and I’m pleased to say that as of today we have 130 sites 
live. 
 
• In November, in partnership with our network partners Ericsson and Qualcomm Technologies, 
we achieved Australia’s first use of a commercial 5G chipset in a form factor device over our 
commercial spectrum. This brought together all of the components of our end-to-end 5G network for a 
real-world 5G data call. 
 
These achievements mean we are well on track to meet the commitments we have made as part of 
T22 to extend our network superiority and 5G leadership.  
 
Finally, today I am pleased to announce that we have made the world’s first connection of a 5G 
commercial mid-band device and Australia’s first 5G to 5G video call. Before handing over to Nikos let 
me leave you with a video of that call. 
 
Thank you. 
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