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Contact details

Enquiries
Enquiries about this report can be directed to:

Liaison Officer
Future Fund Management Agency	
Locked Bag 20010	
Melbourne VIC 3001

Telephone	 (61-3) 8656 6400	
Fax	 (61-3) 8656 6500	
Email	 contact@futurefund.gov.au

Internet address
A copy of this document can be located 	
on the Future Fund website at 	
http://www.futurefund.gov.au
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Appendix A

Future Fund Investment  
Mandate Directions 2006

Part 1 	 Preliminary

1.	 Name of Directions

These Directions are the Future Fund Investment 
Mandate Directions 2006.

2.	 Commencement

These Directions commence on 22 May 2006.

3.	 Definitions

In these Directions:

Act means the Future Fund Act 2006.

Fund means the Future Fund.

Board means the Future Fund Board of Guardians.

4.	 Objective of these Directions

The Future Fund will make provision for unfunded 
superannuation liabilities that will become payable during 
a period when an ageing population is likely to place 
significant pressure on the Commonwealth’s finances.

The objective of these directions is to give guidance 
to the Board in relation to its investment strategy 
for the Future Fund. The Future Fund Board of 
Guardians is required under section 18 of the Act 
to seek to maximise the return earned on the Fund 
over the long term, consistent with international best 
practice for institutional investment and subject to its 
obligations under the Act and any directions given by 
the responsible Ministers under subsection 18(1) or 
subclause 8(1) of Schedule 1 of the Act.

These Directions are given under subsection 18(1) of 
the Act to articulate the Government’s expectations for 
how the Fund will be invested and managed by the 
Board.

Investments by the Future Fund will be confined to 
financial assets.

Part 2 	 Directions

5.	 Benchmark return

The Board is to adopt an average return of at least the 
Consumer Price Index (CPI) + 4.5 to + 5.5 per cent per 
annum over the long term as the benchmark return on 
the Fund. 

During the initial transition period, as the Board develops 
a long‑term strategic asset allocation, a return lower than 
the benchmark return is expected. 

In targeting the benchmark return, the Board must 
determine an acceptable but not excessive level of risk 
for the Fund measured in terms such as the probability 
of losses in a particular year.

6.	 Limits for holdings of listed companies

The Board must establish a limit for holdings on any 
listed company in order to prevent a breach of the 
statutory limits imposed by sections 21 and 22 of the 
Act.

7.	 Telstra Corporation

The Board must not acquire a direct equity holding of 
voting shares in Telstra Corporation Limited except as a 
result of a transfer of financial assets by the responsible 
Ministers under clause 6 of Schedule 1 of the Act or a 
gift of financial assets under clause 7 of Schedule 1 of 
the Act.

8.	� Board must consider impacts from its 

investment strategy

In undertaking its investment activities, the Board must 
act in a way that:

(a) �minimises the potential to effect any abnormal 
change in the volatility or efficient operation of 
Australian financial markets; and

(b) �is unlikely to cause any diminution of the Australian 
Government’s reputation in Australian and 
international financial markets.

9.	 Corporate Governance

The Board must have regard to international best 
practice for institutional investment in determining its 
approach to corporate governance principles, including 
in relation to its voting policy.
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Appendix B

Future Fund Ministerial Direction 2007

I, NICHOLAS HUGH MINCHIN, Minister for Finance 	
and Administration, give the following direction under 
subclause 8(1) of Schedule 1 to the Future Fund 	
Act 2006.

Dated: 28 February 2007

NICK MINCHIN	
Minister for Finance and Administration

1 Definitions

For the purposes of this direction:

ASX means the Australian Stock Exchange Limited;

Board means the Future Fund Board of Guardians;

Dispose of a Telstra Share means: 

(a) �sell, transfer, create a trust over or interest (including 
any legal, beneficial or relevant interest (as defined in 
the Corporations Act 2001)) in, or alienate any right or 
power attached to, a Telstra Share or create, issue or 
sell a financial product convertible into, exchangeable 
for or representing the right to receive a Telstra Share; 
or

(b) �agree or undertake to do any of the foregoing, 
whether conditionally or unconditionally; or

(c) �do anything having the economic effect of any of 
the foregoing including entering into a derivative (as 
defined in the Corporations Act 2001) over Telstra 
Shares;

Telstra means Telstra Corporation Limited;

Telstra 3 Instalment Receipts means instalment receipts 
that:

a)	relate to ordinary shares in Telstra; and

b)	�are issued in connection with the Telstra 3 Share 
Offer.

Telstra 3 Share Offer means the offer by the 
Commonwealth of ordinary shares in Telstra to retail 
and institutional investors, through an offer of instalment 

receipts relating to those shares (Telstra 3 Instalment 
Receipts) made in October and November 2006; and

Telstra Shares means ordinary shares in Telstra that are 
transferred to the Future Fund by the Commonwealth 
Government after the closure of the Telstra 3 Share Offer.

2 Ministerial direction

2.	 Disposal of Telstra Shares

Subject to paragraph 2.2 below, the Board must not 
Dispose of any Telstra Shares during the period from 
and including the date Telstra 3 Instalment Receipts are 
first listed on ASX to and including the date 2 years after 
that date (the “Lock-up Period”). 

2.2 	Exceptions

At any time during the Lock-up Period, the Board may 
Dispose of Telstra Shares: 

(a) �only if requested by Telstra and agreed by the Board, 
as part of any Telstra initiated dividend reinvestment 
plan or share top-up plan; and 

(b) �only if requested by Telstra and agreed by the Board, 
as part of any Telstra initiated capital management 
initiative, such as a buy-back or capital reduction 
(whether selective or based on equal access or 
of any other nature – for the avoidance of doubt, 
if any such initiative is based on equal access, 
Telstra will be taken to have requested the Board’s 
participation); and

(c) to a single investor, provided that:

(A) �the parcel of Telstra Shares to which the Disposal 
relates is greater than 3% of Telstra’s issued ordinary 
shares at the time of the Disposal; and 

(B) �the investor provides an enforceable undertaking 
on terms acceptable to the Board and the 
Commonwealth to be bound by similar lock-up 
provisions to those contained in this direction for 
at least the balance of the Lock-up Period (except 
that the undertaking will not contain an exception 
equivalent to this clause 2.2(c) but may contain an 
exception for a Disposal as a result of a bona fide 
exercise of security by financiers to the investor); and 

(C) Telstra is advised prior to such Disposal; and

(D) �the price per Telstra Share is no less than the Telstra 
3 Share Offer institutional offer price; and

(E) �the date of the disposal is at least six months 
following the initial listing of Telstra 3 Instalment 
Receipts on the ASX. 




