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1.
Basis of Preparation


(a) The unaudited condensed interim financial statements for the first quarter ended 31 March 2006 of the Group have been prepared in accordance with Financial Reporting Standards (FRS) 134 “Interim Financial Reporting”, paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad, and should be read in conjunction with the Group’s audited financial statements for the year ended 31 December 2005. The accounting policies, method of computation and basis of consolidation applied in the unaudited condensed interim financial statements are consistent with those used in the preparation of the 2005 audited financial statements except for the changes arising from the adoption of the new and revised FRSs issued by MASB that are effective for financial year beginning on or after 1 January 2006. The new and revised FRSs considered in this announcement are as follows:

FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5

Non-Current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Accounting Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of the above FRSs does not have any significant financial impact to the Group.

All changes in the accounting policies have been made in accordance with the transitional provisions in the respective standards. All new and revised FRSs adopted by the Group require retrospective application other than those stated otherwise.

1.
Basis of Preparation (continued)

Enumerated below are the changes to the accounting policies, presentation and disclosures to the financial statements of the Group resulting from the adoption of the new and revised FRSs:

FRS 2

The adoption of FRS 2 has resulted in a change in the accounting policy for share-based payment.

The Company and its following subsidiaries have Employees’ Share Option Scheme (ESOS) whereby share options are granted to eligible employees:

· VADS Berhad

· Dialog Telekom Limited 

· PT Excelcomindo Pratama Tbk  

Prior to 1 January 2006, share options granted to employees were not recognised as compensation expense in the income statement. Following the adoption of FRS 2, the fair value of the employee services received in exchange for the grant of the options is recognised as an expense in the income statement. The total amount to be expensed over the vesting period is determined by reference to the fair value of the options granted, excluding the impact of any non-market vesting conditions. Non-market vesting conditions are included in assumptions about the number of options that are expected to become exercisable. At each balance sheet date, the entity revises its estimates of the number of options that are expected to become exercisable. It recognises the impact of the revision of original estimates, if any, in the income statement, and a corresponding adjustment to equity over the remaining vesting period. For ESOS of the Company granted to the employees of subsidiaries, the expense will be recognised in the subsidiaries financial statements over the vesting period.

The proceeds received net of any directly attributable transaction costs are credited to share capital (nominal value) and share premium when the options are exercised.

FRS 2 is applied retrospectively in respect of equity instruments granted after 31 December 2004 and not vested as at 1 January 2006. 

The financial impact to the Group arising from the retrospective application of FRS 2 is not material and hence, no restatement of retained earning is performed.

FRS 3, FRS 136 and FRS 138

The adoption of FRS 3, FRS 136 and FRS 138 has resulted in changes in accounting policy for goodwill. The accounting policy for goodwill is now extended to cover the following:

(i) Recognition of contingent liabilities and intangible assets as part of allocation of the cost of acquisition in determining goodwill arising from acquisition;

1.
Basis of Preparation (continued)


(ii) Recognition of the excess in fair value of the net identifiable assets acquired over the cost of acquisition immediately to the income statement; 

(iii) Allocation of goodwill to cash generating units for the purpose of impairment testing. Each cash-generating unit represents the lowest level within the Group at which goodwill is monitored for internal management purposes and which are expected to benefit from the synergies of the combination;
(iv) Impairment of goodwill is charged to Consolidated Income Statement as and when it arises and reversal is not allowed;
(v) The accounting for goodwill and fair value adjustment arising from the acquisition of a foreign entity are treated as assets and liabilities of the acquiring entity and are recorded at the exchange rate at the date of acquisition. This change is in accordance with the transitional provision of FRS 121.
The above changes in accounting policy have been applied prospectively for business combinations with agreement dated on or after 1 January 2006.

The Group has reassessed the useful lives of its intangible assets in accordance with the transitional provisions of FRS 138. No material adjustment resulted from this assessment.

FRS 5
The adoption of FRS 5 requires a non-current asset (or disposal group) to be classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use. These assets may be a component of an entity, a disposal group or an individual non-current asset.

Non-current asset held for sale is measured at the lower of its carrying amount and fair value less costs to sell.

The Group has applied FRS 5 prospectively on or after 1 January 2006. Consequent from the adoption of FRS 5, the Group has reclassified the carrying amount of a building to non-current assets held for sale.



FRS 101

The adoption of FRS 101 has no financial impact on the Group but affected the presentation of minority interest and certain disclosures. Minority interest is now presented within total equity in the Consolidated Balance Sheet and as an allocation from net profit for the period in the Consolidated Income Statement. The movement of minority interest is now presented in the Consolidated Statement of Changes in Equity. The share of associates’ results is now presented net of tax in the Consolidated Income Statement.

The presentation of the comparative financial statements of the Group has been restated to conform with current period’s presentation.

1.
Basis of Preparation (continued)

FRS 116

The adoption of FRS 116 has resulted in extension of the accounting policy on property, plant and equipment as follows:

(i) The cost of property, plant and equipment includes costs of dismantling, removal and restoration, the obligation incurred as a consequence of installing the assets;

(ii) The assets’ residual values and useful life are reviewed and adjusted as appropriate at least at each financial year-end;

(iii) Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably. All other repairs and maintenance are charged to the income statement during the financial period in which they are incurred.

The Group has applied the aforesaid and no material adjustment resulted from this assessment.

FRS 121

The adoption of FRS 121 has no material effect on the Group’s policies. The functional currency of each of the consolidated entities has been re-evaluated based on the guidance of the revised standard.  All of the Group’s entities have the same functional currency as their measurement currency.

The Group has applied the accounting for goodwill and any fair value adjustment arising on the acquisition of a foreign entity as assets and liabilities of the foreign entity prospectively in accordance with the transitional provision of FRS 121.

FRS 127

The adoption of FRS 127 has resulted in a change in accounting policy on recognition of subsidiaries by the inclusion of existence and effect of potential voting rights that are currently exercisable in assessing control.

The Group has applied FRS 127 retrospectively and this FRS does not have any financial impact on the Group.

FRS 140
The adoption of FRS 140 requires properties which are held for long-term rental yields and not occupied by the Group to be accounted for as investment properties. 

The Group has assessed the status of all properties based on the provisions of FRS 140 and concluded that the adoption of FRS 140 has no material financial impact on the Group. 

1.
Basis of Preparation (continued)

(b)
The principal closing rates (units of Malaysian Ringgit per foreign currency) used in translating significant balances at 31 March 2006 are as follows:

	Foreign Currency
	Exchange Rate
	
	Foreign Currency
	Exchange Rate

	US Dollar
	3.68210
	
	Pakistani Rupee
	0.06135

	Japanese Yen
	0.03129
	
	Singapore Dollar
	2.27909

	Sri Lanka Rupee
	0.03591
	
	Special Drawing Rights
	5.31096

	Bangladesh Taka
	0.05275
	
	Gold Franc 
	1.73504

	Indonesian Rupiah
	0.00041
	
	Thai Baht
	0.09474


2. 
Qualification of Preceding Audited Financial Statements

The audited financial statements for the financial year ended 31 December 2005 were not subject to any material qualification.

3.
Seasonal or Cyclical Factors


The operations of the Group were not affected by any seasonal or cyclical factors.


4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows 

(a)
During the first quarter, Celcom (Malaysia) Berhad, a wholly owned subsidiary has made a payment under protest for a claim in respect of the arbitration award to DeTeAsia Holding GmbH that was provided in last financial year amounting to USD232.0 million (RM874.0 million). 

(b)
During the first quarter, intangible assets increased by RM152.6 million due to the upfront premium fees in relation to the 3G licence paid by PT Excelcomindo Pratama Tbk (XL), a subsidiary held via TM International (L) Limited.
Based on the letter of the Minister of Communications and Informatics No. 206/M.KOMINFO/7/2005 dated 7 July 2005, XL obtained a 3G technology trial licence. Subsequently on 14 February 2006, XL was announced as one of the winners for the 3G licence auction with bid price of Rp188.0 billion (full amount) per block 2x5 MHz based on Decree of the Minister of Communication and Informatics No. 19/KEP/M.KOMINFO/2/2006, dated 14 February 2006, regarding the Statement of the Winner of Cellular Mobile Network Selection IMT-2000 on Radio Frequency Bands 2.1 GHz (“KM.19 Tahun 2006”).   
Following the bid results, XL obliged to pay upfront premium fees amounting to twice of bid price or Rp376.0 billion (full amount) within 30 working days after the date of announcement. In addition, XL has to lodge a Performance Bond of Rp20 billion (full amount) and has to pay annual Frequency License Right Expenses as follows:
4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows (continued)
	Payment Year
	BI Rate (%)
	Multiply Index
	Annual Frequency BHP

	Year  1
	 
	 
	20% x HL

	Year  2
	R1
	I1 =    (1+R1)
	40% x I1 x HL

	Year  3
	R2
	I2 = I1(1+R2)
	60% x I2 x HL

	Year  4
	R3
	I3 = I2(1+R3)
	100% x I3 x HL

	Year  5
	R4
	I4 = I3(1+R4)
	130% x I4 x HL

	Year  6
	R5
	I5 = I4(1+R5)
	130% x I5 x HL

	Year  7
	R6
	I6 = I5(1+R6)
	130% x I6 x HL

	Year  8
	R7
	I7 = I6(1+R7)
	130% x I7 x HL

	Year  9
	R8
	I8 = I7(1+R8)
	130% x I8 x HL

	Year 10
	R9
	I9 = I8(1+R9)
	130% x I9 x HL


 Notes:


·    BI
Bank Indonesia


·    BHP
License Right Expense
·    HL 
Auction Result per block 2x5 MHz (refer to PT Indosat Tbk’s bid price of Rp 
           160.0 billion, full amount)


· 
Ri
Average BI Rate issued by BI on the previous year



·    Multiply index is index (Ii) used to adjust the auction price in yearly basis

Other than the above, there were no unusual items affecting assets, liabilities, equity, net income or cash flows due to their nature, size or incidence for the financial period ended 31 March 2006.

5. Material Changes in Estimates 

There were no material changes in estimates reported in the prior financial year. 

6. Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities 

(a) The issued and paid-up capital of the Company increased by RM1.1 million from 3,391.5 million shares of RM1.00 each to 3,392.6 million shares of RM1.00 each as a result of employees exercising their options under the Employees’ Share Option Scheme (ESOS) at respective exercise prices of RM7.09, RM8.02, RM9.32 and RM9.22 per share.
(b) The Company redeemed in full its RM246.0 million Al-Murabahah Medium Term Notes upon its maturity on 18 January 2006. 

6.
Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities (continued)
There were no other issuances, cancellations, repurchases, resale and repayments of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period ended 31 March 2006.

7.
Dividends Paid 

No dividends have been paid during the financial period ended 31 March 2006. 

8. 
Segmental Information 

Segmental information for the financial period ended 31 March 2006 and 31 March 2005 were as follows: 

By Business Segment
2006

	All amounts are in 

RM Million 
	Fixed line and data
	Internet and multimedia
	Cellular 
	Others
	Total

	
	
	
	Domestic
	Foreign
	
	

	Operating Revenue

Total operating revenue

Inter-segment *
	 1,774.1

   (131.1)
	      220.8

       (25.7)
	 1,046.0

      (35.4)
	  889.6

     (0.7)
	    111.0

     (61.0)
	    4,041.5

      (253.9)

	External operating revenue
	 1,643.0
	      195.1
	 1,010.6
	  888.9
	      50.0
	    3,787.6

	Results

Segment result 

Unallocated income **

Corporate expenses 

Foreign exchange gains
	    264.2
	          7.5
	    271.6
	  368.0
	      28.6
	       939.9

         16.1

      (122.8)

         94.5

	Operating profit before finance cost
	
	
	
	
	
	       927.7

	Finance cost

Finance income
	
	
	
	
	
	      (191.4)

         73.2

	Associates/Jointly controlled 

  entity
	
	
	
	
	

	   - share of profits less 

      losses (net of tax)
	         8.2
	            -
	       (0.8)
	     (1.6)
	  -
	           5.8

	Profit before taxation
	
	
	
	
	
	       815.3

	Taxation
	
	
	
	
	
	      (209.1)

	Profit for the period
	
	
	
	
	
	       606.2


8. 
Segmental Information (continued) 
2005

	All amounts are in 

RM Million 
	Fixed line and data
	Internet and multimedia
	Cellular 
	Others
	Total

	
	
	
	Domestic
	Foreign
	
	

	Operating Revenue
Total operating revenue

Inter-segment *
	  1,904.9

     (40.1)
	  202.5

    (61.1)
	  1,098.7

     (58.8)
	   321.7

     -
	   99.1

   (52.0)
	    3,626.9

      (212.0)

	External operating revenue
	  1,864.8
	     
141.4
	  1,039.9
	   321.7
	   47.1
	    3,414.9

	Results

Segment result

Unallocated income **

Corporate expenses

Foreign exchange gains
	     324.5
	   12.3
	     215.3
	   118.5
	     (6.3)
	       664.3

         60.0

      (109.9)

         20.0

	Operating profit before finance cost
	
	
	
	
	
	       634.4

	Finance cost

Finance income
	
	
	
	
	
	      (171.2)

         62.6

	Associates

- share of profits less

    losses (net of tax)
	         2.0
	         0.6
	         0.1
	      0.7
	         -
	            3.4

	     - gain on dilution/disposal 
	
	
	
	
	
	            3.7

	Profit before taxation
	
	
	
	
	
	        532.9

	Taxation
	
	
	
	
	
	       (143.7)

	Profit for the period
	
	
	
	
	
	        389.2


*
Inter-segment operating revenue has been eliminated at the respective segment operating revenue. The inter-segment operating revenue was entered into in the normal course of business and at prices available to third parties or at negotiated terms.

**
Unallocated income comprises other operating income which is not allocated to a   particular business segment.

9.
Valuation of Property, Plant and Equipment 

There was no revaluation of property, plant and equipment brought forward from the previous audited financial statements. The Group does not adopt a revaluation policy on its property, plant and equipment.

10.
Material Events Subsequent to the End of the Quarter 

Sale and Purchase Agreement between Telekom Malaysia Berhad and University of Malaya (UM) on the Disposal of Wisma TM, Jalan Pantai Baharu, Kuala Lumpur

On 28 April 2006, TM announced that it has concluded and entered into a Sale and Purchase Agreement with UM, for the disposal of a twenty-five (25) storey office building known as Wisma TM, Jalan Pantai Baharu, Kuala Lumpur (Wisma TM) for a total consideration of RM70.0 million (the SPA). The estimated net floor area of the office tower is 223,211 square feet (excluding usable area at podium estimated at 29,495 square feet) and 241 parking bays.  

Pursuant to the SPA, UM agreed to purchase Wisma TM for a total consideration of RM70.0 million subject to and upon the terms and conditions therein contained. 

Deposit of RM7.0 million shall be paid by UM to TM’s Solicitors, as stakeholder upon the execution of the SPA and to be released to TM upon fulfillment of all Conditions Precedent.

The sale and purchase of Wisma TM shall be conditional upon the following approvals/conditions, no later than six (6) months from the date of the SPA subject to any extension that may be mutually agreed to by the parties:

(i)
Approval of the Ministry of Finance and the Ministry of Higher Education, Malaysia for the intended acquisition of Wisma TM by UM;

(ii)
Approval of the Jabatan Tanah dan Galian, Wilayah Persekutuan (hereinafter referred to as the “State Authority”) for revision of the Express Conditions from “Komplek Asrama” to “Perdagangan”;

(iii)
Approval of the State Authority for the consent to the transfer of Wisma TM in favour of UM; 

(iv)
Approval of the Foreign Investment Committee (hereinafter referred to as “the FIC”) for the intended acquisition of Wisma TM by UM and other relevant statutory authorities in respect of the acquisition of Wisma TM; and

(v)
the agreement by Pos Malaysia Berhad to relocate its current occupation of a part of Wisma TM;
The proposed disposal of Wisma TM is not expected to have any material adverse impact on the earnings and net asset of TM for the year ending 31 December 2006.
There were no other material events subsequent to the end of the quarter that have not been reflected in the interim financial statements.
11.
Effects of Changes in the Composition of the Group 

Changes in the composition of the Group for the current quarter ended 31 March 2006 were as follows:

(a)
Samart Corporation Public Company Limited (Samart) 

The shareholding of the Company’s wholly owned subsidiary, TM International Sdn Bhd (TMI) in Samart was reduced from 19.24% to 19.23% in the first quarter of 2006, due to issuance of shares under its Employees’ Share Option Scheme. The dilution has no material effect to the results of the Group. 

(b)
VADS Berhad (VADS)

During the first quarter, the Company’s shareholding in VADS was reduced from 69.31% to 69.07%, due to issuance of shares under the Employees’ Share Option Scheme of VADS. The dilution has no material effect to the results of the Group.

(c)
MobileOne Limited (M1)

Following the purchases of shares from open market and exercise of share options by the employee of M1, the percentage of SunShare Investment Limited (a joint venture company between TMI and Khazanah Nasional Berhad) increased from 24.76% to 29.79% in the first quarter of 2006.

(d)
Dialog Telekom Limited (Dialog)
TM’s equity interest in Dialog, held via TM International (L) Ltd, reduced from 90.1% to 90.02% in the first quarter of 2006 due to exercise of share options by the employees of Dialog under Dialog’s Employees’ Share Option Scheme. The dilution has no material effect to the results of the Group.

(e)
Fiberail Sdn Bhd (Fiberail)

Pursuant to TM’s announcement dated 9 February 2006 on the Proposed Acquisition of Business and Business Assets of Petrofibre Network (M) Sdn Bhd (Petrofibre) by Fiberail Sdn Bhd (Fiberail) and the conclusion of a new Joint Venture Agreement with Keretapi Tanah Melayu Berhad (KTMB) and Petrofibre, TM’s equity interest in Fiberail has been diluted from 60% to 54% in the first quarter of 2006. The dilution has no material effect to the results of the Group.

(f) Cambodia Samart Communication Company Limited (Casacom)
TM’s equity interest in Casacom, held via TMI increased to 100% on 27 March 2006, pursuant to the completion of the Conditions Precedent stipulated in the Share Sale and Purchase Agreement with Samart on the acquisition of 1,038,700 ordinary shares of USD4.00 each, representing 49% equity interest in Casacom for a consideration price of USD29.0 million.
11.
Effects of Changes in the Composition of the Group (continued)
The goodwill on acquisition arising from the above was RM56.5 million, being the excess of the purchase price over the Group’s share of the provisional fair value of Casacom’s identifiable net assets as at 27 March 2006. This acquisition has no material effect to the results of the Group.
(g)
Samart I-Mobile Public Company Limited (SIM)

TM (via TMI) acquired a 24.42% equity interest in SIM for a consideration price of THB1,312.5 million on 27 March 2006, pursuant to the completion of the Condition Precedent stipulated in the Share Sale and Purchase Agreement and a Shareholders Agreement with Samart on 17 February 2006 on the acquisition of 105 million ordinary shares of THB1.00 each.
The goodwill on acquisition arising from the above was RM61.1 million, being the excess of the purchase price over the Group’s share of the provisional fair value of SIM’s identifiable net assets as at 27 March 2006. This acquisition has no material effect to the results of the Group.
12.
Changes in Contingent Liabilities Since the Last Annual Balance Sheet Date 

There were no material changes in contingent liabilities (other than material litigations disclosed in note B11 of this announcement) since the latest audited financial statements of the Group for the financial year ended 31 December 2005 except for the following:

(a) A guarantee and indemnity on a USD26.0 million (RM98.8 million) financing facility granted to a subsidiary, TM International (Bangladesh) Limited (TMIB), which was executed on 26 July 2000. TM had obtained an indemnity from A.K. Khan & Co Ltd, a shareholder of TMIB, their proportionate share of 30% of all obligations made under the said Guarantee and Indemnity. The exposure sum as at 31 December 2005 was USD13.08 million (RM49.43 million) and Bangladesh Taka 286.0 million (RM16.33 million). This guarantee will expire on 26 January 2012.

The above facility was fully prepaid on 20 January 2006. As of 31 March 2006, the Agent and Lenders are still in the midst of executing the Deed of Release. 

(b) Guarantee of a series of Promissory Notes totalling approximately USD6.7 million (RM25.4 million) issued by Sotelgui s.a., a subsidiary, in favour of an equipment supplier on 18 April 2002. The Promissory Notes are payable during the period between November 2003 to December 2005. 

As at 31 March 2006, the outstanding amount to be paid by Sotelgui is USD0.55 million (RM2.0 million) plus applicable interests amounting to USD37,878 (RM0.1 million).

13.
Capital Commitments 

	
	Group

	
	31/3/2006
	31/3/2005

	
	RM Million
	RM Million

	Property, plant and equipment:
	
	

	Commitments in respect of expenditure approved and contracted for
	3,112.2
	3,003.8

	Commitments in respect of expenditure approved but not contracted for
	396.3
	101.0


1. Review of Performance 

For the current quarter under review, the Group revenue increased by 10.9% (RM372.7 million) to RM3,787.6 million compared to RM3,414.9 million in first quarter 2005, mainly attributed to higher revenue from cellular, Internet and multimedia segments. Significant increase in cellular revenue is mainly contributed by consolidation of PT Excelcomindo Pratama Tbk (XL), which became a subsidiary in the fourth quarter 2005. XL also reported better revenue in the current quarter, up 39.8% to RM483.7 million from RM346.1 million a year ago.

The Group profit before taxation for the current quarter under review increased by 53.0% (RM282.4 million) to RM815.3 million attributed to the higher revenue as well as gain on foreign exchange. The Group recorded a net gain on foreign exchange of RM212.9 million in the current quarter.
2. Comparison with Preceding Quarter’s Results 

Group revenue for the current quarter of RM3,787.6 million increased by 0.9% over RM3,754.0 million recorded in the preceding quarter, mainly due to higher contribution from cellular segment. The Group achieved profit before taxation of RM815.3 million as compared to loss of RM377.9 million in the preceding quarter, due to lower operating costs, gain on foreign exchange and the absence of provision for a claim in respect of the award to DeTeAsia Holding GmbH amounting to RM879.5 million. 

3. Prospects for the Current Financial Year

Our Malaysian operations will see the mobile sector to remain highly competitive. The Group will focus on improving our market and revenue share through better product offerings for both mobile voice and data. Fixed services will see a strong focus on broadband and data related services to further improve our asset utilisation amidst the industry trend of declining fixed voice revenue due to change in customer behaviour. The Group remains committed to better service delivery to our customers.

Overseas operations will remain a focal area for us with increasing contribution to the Group. The recent strategic entry into a high growth market in India will further strengthen TM’s regional presence. The Group will continue to enhance the value of our investments and, subject to investment opportunities, position TM as a true regional telecommunications player. 

Barring any unforeseen circumstances, the Board of Directors expects the Group’s performance for current financial year to be satisfactory.
4.
Variance of Actual Profit from Forecast Profit / Profit Guarantee

The Group has not provided any profit forecast or profit guarantee in a public document in respect of the financial period ended 31 March 2006. 

5. Taxation 

The taxation charge for the Group comprises:

	
	INDIVIDUAL QUARTER AND CUMULATIVE PERIOD TO DATE

	
	Current year quarter
	
	Preceding year corresponding period

	
	31/3/2006
	
	31/3/2005

	
	RM Million
	
	RM Million

	Malaysia
	
	
	

	Current year taxation
	123.4
	
	            111.4

	In respect of prior year
	    3.4
	
	                1.0

	Deferred taxation – net
	              8.6
	
	              24.5

	
	          135.4
	
	            136.9

	
	
	
	

	Overseas
	
	
	

	Current year taxation
	 21.6
	
	                3.4

	In respect of prior year
	   (0.3)
	
	                3.4

	Deferred tax – net 
	            52.4
	
	   -

	
	            73.7
	
	                6.8

	TOTAL TAXATION
	          209.1
	
	            143.7


The current quarter and financial period to date effective tax rate of the Group was slightly lower than the statutory rate mainly due to profit registered by subsidiaries with low or zero tax charge due to utilisation of capital allowances brought forward and tax exemption status. 
6. Profit on Sale of Unquoted Investments and/or Properties 

There were no other profit on sale of unquoted investments and/or properties other than in the ordinary course of the Group’s business for the financial period ended 31 March 2006.

7. Purchase and Disposal of Quoted Securities  
I. Quoted Shares

(a) Total purchases and disposals of quoted securities for the current quarter and financial period ended 31 March 2006 are as follows:

	
	RM Million

	Total purchases 
	            29.5

	Total disposals 
	            23.8

	Total loss on disposal
	             (3.3)


7.
Purchase and Disposal of Quoted Securities (continued)

(b) Total investments in quoted securities as at 31 March 2006 are as follows:

	


	RM Million

	At cost
	            201.8

	At book value
	            116.9

	At market value
	            116.9


II. Quoted Fixed Income Securities
(a) Total purchases and disposals of quoted fixed income securities for the current quarter and financial period ended 31 March 2006 are as follows:

	
	RM Million

	Total purchases 
	16.0

	Total disposals 
	-

	Total gain on disposal
	-


(b) Total investments in quoted fixed income securities as at 31 March 2006 are as follows:

	


	RM Million

	At cost
	186.6

	At book value
	184.1

	At market value
	184.1


8.
Status of Corporate Proposals 
(a)
Proposed Acquisition of up to 80% equity interest in PT Excelcomindo Pratama Tbk (XL)

On 9 December 2004, TM International (L) Limited (TMIL), our wholly owned subsidiary, entered into a Share Sale and Purchase Agreement (Original SPA) with Rogan Partners Inc (Rogan) and PT Telekomindo Primabhakti (Telekomindo) for the acquisition of 618,345 ordinary shares of Indonesian Rupiah (Rp) 250,000 each in XL (XL Shares), representing 27.3% equity interest in XL, through the acquisition of 100% equity interest in Indocel Holding Sdn Bhd (Indocel), for a total cash consideration of USD314.0 million (RM1,193.0 million). 

On 11 January 2005, TMIL entered into an Amended and Restated Share Sale and Purchase Agreement (Amended SPA) superseding the Original SPA. The Amended SPA had split the acquisition of XL into a 2 step process:
(i)
acquisition by TMIL from Rogan of 523,215 XL Shares, representing 23.1% equity interest in XL, through the acquisition of 100% equity interest in Indocel for a cash consideration of USD265.7 million (RM1,009.5 million), which was completed on 11 January 2005; and

8.
Status of Corporate Proposals (continued)
(ii)
acquisition by Indocel from Rogan of an additional 95,130 XL Shares, representing 4.2% equity interest in XL, for a cash consideration of USD48.3 million (RM183.5 million), which was completed on 15 June 2005.
On 11 January 2005, TMIL and Telekomindo entered into an Option Agreement (Option Agreement) where Telekomindo may require TMIL to purchase, and TMIL may require Telekomindo to sell to TMIL, the following: 

(i)
906,001 XL Shares, representing 40.0% equity interest in XL, held by Telekomindo; and
(ii)
up to 287,655 XL Shares, representing up to 12.7% equity interest in XL, to be acquired by Telekomindo from AIF (Indonesia) Limited (AIF) prior to the exercise of the call/put option (Later Purchased Shares).
If Telekomindo purchases the Later Purchased Shares after the exercise of the call/put option, but within 18 months from the date of the Original SPA, within 30 days of such acquisition of Later Purchased Shares, Telekomindo may require TMIL to purchase, and TMIL may require Telekomindo to sell to TMIL, such Later Purchased Shares. 

TMIL, Indocel and Telekomindo had also entered into a Shareholders’ Agreement on 11 January 2005 in recognition of the role of TMIL as the new strategic investor in XL.
TMIL has completed the acquisition of Indocel, 95,130 XL Shares and the 906,001 XL Shares referred to above. As a result our equity interest in XL is approximately 56.9%. 

As mentioned above, pursuant to the Option Agreement, TMIL has the option to acquire up to 10.14% of XL’s enlarged issued and paid-up capital (after initial public offering of XL).     
(b)
Proposed Acquisition by Celcom Transmission (M) Sdn Bhd (CTX) of an additional 10% equity interest in Fibrecomm Network (M) Sdn Bhd (Fibrecomm) (Proposed Acquisition)

On 18 March 2005, CTX, our wholly owned subsidiary held through Celcom (Malaysia) Berhad (Celcom), entered into a Heads of Agreement (HoA) with Tenaga Nasional Berhad (TNB), its joint venture partner in Fibrecomm, in relation to the proposed acquisition by CTX of an additional 10% equity in Fibrecomm. Currently, CTX holds 41% of the issued and paid-up share capital of Fibrecomm while TNB holds the remaining 59%. The completion of the Proposed Acquisition will result in the increase of CTX’s equity interest in Fibrecomm to 51%.

In line with the HoA, on 29 April 2005, CTX entered into the following agreements:

(i) Share Sale Agreement between TNB and CTX (SSA) in relation to the Proposed Acquisition where the completion of the Proposed Acquisition is expected to be within 6 months from the signing of the SSA;
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(ii) Shareholders’ Agreement between TNB and CTX in relation to Fibrecomm (SA); and

(iii) Deed of Assignment between CTX and Fibrecomm (DoA).

Further to the above, on 5 December 2005, Celcom entered into a Deed of Variation (DoV) with Fibrecomm for the purposes of varying the terms of the Deed of Assignment.  In addition, the completion date of the SSA was extended for a further 6 months from 29 October 2005 to 28 April 2006.   

On 28 April 2006, TM announced that the Minister of Energy, Water and Communications has granted the Network Facilities Provider (Individual) Licence and the Network Services Provider (Individual) Licence to Fibrecomm on 10 February 2006.

Accordingly, CTX and Fibrecomm entered into a Deed of Revocation and Rescission to revoke the DoA and DoV with immediate effect. TNB and CTX have also simultaneously entered into Supplemental Agreements to amend the terms of the SSA and the SA.  

With the execution of the Deed of Revocation and Rescission and the Supplemental Agreements, the Proposed Acquisition has been completed on 28 April 2006 and Fibrecomm is now a 51% subsidiary of TM held via Celcom.

(c)
Proposed Acquisition of Business and Business Assets of Petrofibre Network (M) Sdn Bhd (Petrofibre) by Fiberail Sdn Bhd (Fiberail), TM’s 60% owned subsidiary (Proposed Asset Acquisition)

On 12 December 2005, TM announced that, Fiberail has entered into an agreement (Agreement) with Petrofibre to acquire Petrofibre’s business and all property and rights of Petrofibre used in the conduct of the business at a total consideration of RM100.5 million.

Fiberail shall satisfy the Proposed Asset Acquisition in the following manner:

(i) Fiberail shall pay an initial cash deposit of up to RM2.0 million within 14 days from the signing of the Agreement;

(ii)
Fiberail shall issue to Petrofibre up to 1,580,000 ordinary shares of RM1.00 each in Fiberail, at an issue price of RM8.08 each amounting to RM12.8 million or at an adjusted net tangible assets per share as per the terms and conditions stipulated in the Agreement (referred to as “Consideration Shares”); and

(iii)
Fiberail shall pay the remaining balance of the purchase consideration in cash.
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Subsequently, on 9 February 2006, TM entered into the following agreements:

(i) a Joint Venture Agreement with Keretapi Tanah Melayu Berhad (KTMB) and Petrofibre to regulate the relationship between KTMB,  Petrofibre and TM as shareholders of Fiberail and also to regulate and conduct the affairs and business of Fiberail;

(ii) a Put Option Agreement with KTMB and Petrofibre where in consideration of the completion of the Proposed Asset Acquisition and payment of RM1.00 by Petrofibre to TM and KTMB, TM and KTMB grant an option to Petrofibre or its nominee(s) to require TM and KTMB to purchase (in the proportion of 60% by TM and 40% by KTMB) up to 10% of Fiberail’s enlarged issued and paid-up share capital (1,580,000 ordinary shares of RM1.00 each), being part of the consideration payable by Fiberail to Petrofibre under the Agreement (Option Shares) at an exercise price of RM8.08 per share. If KTMB declines to purchase any or all of its portion of the Option Shares, TM shall purchase such Option Shares within the period commencing 1 year from 9 February 2006 and ending on the 5th anniversary of that date or 30 days from the date of receipt of notice from Fiberail of the engagement of the lead adviser for an initial public offering (IPO) of Fiberail, whichever is earlier; and

(iii) a Call Option Agreement with KTMB where in consideration of KTMB paying RM1.00 to TM, TM grant an option to KTMB to require TM to sell to KTMB Fiberail shares (Fiberail Call Option) which were acquired by TM due to KTMB declining to acquire those Fiberail shares under the Put Option Agreement. The Fiberail Call Option may be exercised within the following period:
(a)
in the case where Fiberail has appointed the lead adviser for an IPO of Fiberail and we have acquired the Option Shares under the Put Option Agreement, the period of 1 month from the date of registration of the Option Shares in our name or from the date the Put Option was exercised by Petrofibre, whichever is later; or 

(b)
in any other case, the period of 12 months commencing from the date of registration of the Option Shares in our name.

Save for the assignment and/or novation of relevant contracts to Fiberail, all of the conditions to the completion of the Proposed Asset Acquisition have been satisfied.

(d)
Disposal of TM’s stake in Telekom Networks Malawi Limited (TNM)

On 27 January 2006, TM announced the sale of its 60% stake in TNM to Econet Wireless Global Limited (Econet) for a total purchase consideration of USD24.5 million. The consideration includes all outstanding claims as well as consideration for the equity component. The sale will be effected through either:
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(i) the disposal of the 60% equity interest in TNM to Tess International Ltd (Tess) (incorporated in the Republic of Mauritius), TM’s wholly owned subsidiary held via TMIL and the acquisition by Econet of the entire equity interest in Tess (Restructuring); or

(ii) if the Restructuring is not completed by 10 April 2006, the direct acquisition by Econet of the 60% equity interest in TNM.

The proceeds from the disposal will form part of the working capital of TMIL.
Malawi Telecommunications Limited (MTL) which holds the remaining 40% stake in TNM, had on 28 February 2006, applied to the High Court of Malawi in Blantyre for an interlocutory injunction restraining TM from selling TM’s shares in TNM to any party. This incidentally is the last day specified by TM for MTL to exercise its pre-emption rights in accordance with the Joint Venture Agreement (JVA) between MTL and TM.

TM has applied to set aside the injunction on, amongst others, the following basis:

(i) TM has complied with the JVA at all times;

(ii) no sale to Econet has taken place as it is still subject to regulatory and other authorities approvals; 

(iii) MTL is acting in bad faith as MTL has not complied with the terms of the JVA and has instead sought to use the injunction as a tool to delay or destroy TM’s proposed sale to Econet; and

(iv) if the injunction is continued, TM will suffer damage for a total of USD24.5 million and MTL is not in a position to pay damages to TM given its outstanding payments to TNM for operational matters such as interconnection.

The hearing date for this case has been fixed on 12 May 2006. 

(e)
Proposed acquisition of 49% equity in Cambodia Samart Communication Company Limited (Casacom) and 24.42% equity in Samart I-Mobile Public Company Limited (SIM) by TM International Sdn Bhd
On 17 February 2006, TM announced that its wholly owned subsidiary TM International Sdn Bhd (TMI), had entered into the following agreements with Samart Corporation Public Company Ltd (Samart), a company incorporated in Thailand:

(i) Share Sale and Purchase Agreement (SPA1) for TMI to acquire 1,038,700 ordinary shares of USD4.00 each representing 49% equity interest in Casacom from Samart at a consideration of USD29.0 million; 
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(ii) Share Sale and Purchase Agreement (SPA2) for TMI to acquire 105 million ordinary shares of THB1.00 each representing 24.42% equity interest in SIM from Samart at a consideration of THB1,312.5 million  (approximately USD32.8 million); and  

(iii) Shareholders Agreement (SA) pursuant to the Proposed Acquisition of 24.42% equity interest in SIM.

The above transactions were completed on 27 March 2006.
(f)
Proposed Acquisition of the entire equity interest in Distacom Communications (India) Limited (DCIL), which has a 49% equity interest in Spice Communications Private Limited (Spice) by TM International Sdn Bhd (TMI), for a cash consideration of USD178.8 million (Proposed Acquisition)


On 10 March 2006, TM announced that TMI entered into a Share Sale and Purchase Agreement (Spice SPA) to acquire the entire issued and paid-up share capital of DCIL (Sale Shares), for a cash consideration of USD178.8 million. 

On the same date, TMI entered into a Shareholders’ Agreement with the other shareholders of Spice in recognition of TMI’s role as the new strategic investor in Spice.

Few salient terms of the Spice SPA are as follows:
(i) TMI shall buy the Sale Shares free from all encumbrances and with full rights attaching on and from the completion of the Proposed Acquisition;

(ii) TMI is not obliged to purchase any of the Sale Shares unless the purchase of all the Sale Shares is completed simultaneously;

(iii) Distacom India Holdings Limited and DAI (Mauritius) Company Limited are not obliged to sell the Sale Shares unless certain debts of Spice (Debt), amounting to USD215.0 million (approximately RM802.0 million based on exchange rate of USD1.00 : RM3.73 on 9 March 2006), are fully settled and discharged simultaneously. TMI will make available or procure to be made available to Spice sufficient funds to enable it to settle and discharge the Debt.
(iv)
the Ashmore Cayman SPC Limited (Ashmore) Funds guarantee to fully indemnify TMI against any liabilities arising from a breach by Ashmore of its warranties under the SPA;

(v)
the Proposed Acquisition is conditional on, among others, the following:

(a)
receipt of a “no objection” confirmation from the Financial Services Commission of the Republic of Mauritius for the change in the ownership of DCIL;

(b)
receipt of approval from Bank Negara Malaysia; (approval was received on 4 April 2006)
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(c)
delivery by Deutsche Bank AG (acting through its Hong Kong branch) and Ashmore to TMI of agreements and/or confirmations executed by lenders of the Debt with respect to the settlement of the Debt and evidence that all documents necessary to settle and discharge the Debt and dispose of litigation and other proceedings in connection with a portion of the Debt have been executed; 

(d)
execution of the Shareholders’ Agreement between TMI and other shareholders of Spice, namely, Modi Wellvest Private Limited, Super Infosys Private Limited, MCorpGlobal Private Limited, Indian Televentures Private Limited and Mcorp Telecom Limited, and Spice; and

(e)
full settlement and discharge of the Debt.

With the completion of the Proposed Acquisition on 10 May 2006, DCIL is now a wholly owned subsidiary of TMI.
Save as disclosed above, there are no other corporate proposals announced and not completed as at the date of this announcement.

9.
Group Borrowings and Debt Securities


(a)
Breakdown of Group borrowings and debt securities as at 31 March were as follows:

	
	2006
	2005

	
	Short Term Borrowings

RM Million
	Long Term Borrowings

RM Million
	Short Term Borrowings

RM Million
	Long Term Borrowings

RM Million

	Secured  
	   472.1
	     903.6
	           357.7
	1,247.2

	Unsecured
	   475.7
	10,305.2
	 1,040.0
	8,018.5

	Total
	  947.8
	11,208.8
	 1,397.7
	        9,265.7


(b)
Foreign currency borrowings and debt securities in Ringgit Malaysia equivalent as at 31 March were as follows:

	
	2006
	2005

	Foreign Currency
	RM Million
	 RM Million

	US Dollar
	6,734.7
	4,716.6

	Japanese Yen
	537.0
	607.6

	Sri Lanka Rupee
	223.7
	114.7

	Bangladesh Taka
	-
	13.0

	Guinea Franc
	-
	11.8

	Pakistani Rupee
	0.9
	-

	Euro
	5.4
	6.8

	Canadian Dollars
	4.8
	4.9

	Pound Sterling
	0.6
	1.0

	Total
	7,507.1
	5,476.4


10.
Off Balance Sheet Financial Instruments 
The details and the financial effects of the hedging derivatives that the Group has entered into are described in note 16 to the audited financial statements of the Group for the year ended 31 December 2005. There were no new off balance sheet financial instruments since the last financial year except for the following:

Interest Rate Swap (IRS)

Underlying Liability

USD300.0 million 8% Guaranteed Notes due 2010 

In 2000, the Company issued USD300.0 million 8.0% Guaranteed Notes due 2010. The Notes are redeemable in full on 7 December 2010.

Hedging Instrument

On 1 April 2004, the Company entered into an interest rate swap (IRS) agreement with a notional principal of USD150.0 million that entitles it to receive interest at a fixed rate of 8.0% per annum and obliges it to pay interest at a floating rate of 6-month USD Libor-in-arrears plus 5.255%. The swap was due to mature on 7 December 2006.

On 7 June 2005, the Company restructured the existing USD150.0 million IRS into a range accrual swap. Following the restructuring, the Company will now receive interest at a rate of 8.0% times N1/N2 (where N1 is the number of the days when the reference floating rate, i.e. the 6-month USD Libor in this transaction, stays within a predetermined range, while N2 is the total number of days in the calculation period). In exchange, the Company will pay interest at a floating rate of 6-month USD Libor plus 2.15%. The restructured swap will mature on 7 December 2010.

On 25 January 2006, the Company further restructured the above USD150.0 million IRS range accrual swap.  The Company will now pay interest at a floating rate of 6-month USD Libor plus 2.35% for a new predetermined range. The maturity date remains the same.

The accounting policies applied, which remain the same as in the latest audited financial statements, are as follows:

“Financial derivative hedging instruments are used in the Group’s risk management of foreign currency and interest rate exposures of its financial liabilities. Hedge accounting principles are applied for the accounting of the underlying exposures and their hedge instruments. These hedge instruments are not recognised in the financial statements on inception. The underlying foreign currency liabilities are translated at their respective hedged exchange rate, and differential interest receipts and payments arising from interest rate derivative instruments are accrued, so as to match the net differential with the related expenses on the hedged liabilities.

Exchange gains and losses relating to hedge instruments are recognised as a component of finance costs in the Income Statement in the same period as the exchange differences on the underlying hedged items. No amounts are recognised in respect of future periods.”

10.
Off Balance Sheet Financial Instruments (continued)
All hedging instruments are executed with creditworthy financial institutions with a view to limit the credit risk exposure of the Group.

11.
Material Litigation 

I.
With reference to the following material litigation cases as disclosed under Contingent Liabilities, Significant Events and Significant Subsequent Events in the audited financial statements of the Group for the year ended 31 December 2005, listed below are updates of the relevant cases since the date of the last audited financial statements:

(a) i.
TM and Telekom Publications Sdn Bhd vs Buying Guide (M) Sdn Bhd (BGSB)
The case management of this case was heard on 6 March 2006 whereby the Judge gave instructions to the parties to file Combined Agreed and Non-Agreed Bundle of Documents as well as the Witness List. The matter has been fixed for further case management on 3 July 2006.
Based on legal advice, TM has a reasonably good chance of success in winning and defending the said claim and BGSB's counter claim.

ii. TM and Telekom Publications Sdn Bhd vs BG Media Sdn Bhd and BG Online Sdn Bhd 
The Court has fixed 6 November 2006 as the hearing date for the said Motion.

Based on legal advice, TM has a reasonably good chance of success in establishing the said claim.

(b)
TM vs The Government of the Republic of Ghana (GoG)

As at 31 March 2006, TM had received in total USD71.06 million from the GoG arising from the Settlement Agreement. The balance of the settlement sum of USD31.14 million is expected to be fully paid by April 2007.

(c)
Kabel Pantai Timur Sdn Bhd (KPT) vs TM

KPT challenged the action taken by TM by initiating arbitration proceedings in accordance with the contracts and claimed for an amount of RM10.4 million plus further damages, interest and cost. By a letter dated 6 June 2005 from KPT, KPT quantified its total claims as at the date of the letter at RM90.2 million. TM has also filed its counterclaim for RM19.1 million in damages, interest and cost.

This case is now fixed for continued hearing on 26 and 27 June 2006, 3 to 5 July 2006 and 1 to 4, 7 to 9, 15 to 16 and 23 to 25 August 2006. 
11.
Material Litigation (continued)
Our solicitors are of the view that the quantum of damages claimed by KPT is grossly inflated and that KPT may fail to prove a substantial part of its case. Based on legal advice, the quantum of damages that will be recoverable by us, by way of counterclaim, is currently uncertain, as it is dependent on the evidence given by our witnesses.
(d)
Bukit Lenang Development Sdn Bhd (BLDSB) vs TM, Tenaga Nasional Berhad and SAJ Holdings Sdn Bhd

On 23 January 2006, the Court granted an Order in terms for our application to transfer this matter from the Kuala Lumpur High Court to the Johor Bahru High Court and as directed by the High Court, our Statement of Defence was filed in the Kuala Lumpur High Court on 21 February 2006.
Based on legal advice, TM has a reasonably good chance of success in defending its case against BLDSB.
(e)
Acres & Hectares Sdn Bhd (AHSB) vs TM
On 6 March 2006, the Court has fixed this matter for hearing on 10 to 12 December 2007. The Court has also directed the parties to file the necessary cause papers before the said hearing dates.

Based on legal advice, TM has a reasonably good chance of success in defending its case against AHSB.

(f)
Rego Multi-Trades Sdn Bhd (Rego) vs Aras Capital Sdn Bhd and Tan Sri Dato’ Tajudin Ramli (TSDTR)


The applications to strike out TSDTR’s counterclaim filed by Rego, TRI and the directors have been fixed for hearing on 8 December 2005. However when the matter was called on the aforesaid date, the Registrar requested the parties to file written submissions and fixed the same for clarification/decision on 18 May 2006.

A case management is also fixed for mention on 29 May 2006.

The Directors, based on legal advice received, are of the view that there are good prospects of striking out the counterclaim against the Group.

(g)
MCAT GEN Sdn Bhd (MCAT) vs Celcom 

In respect of the first Suit, Celcom in its Counterclaim sought relief by way of an injunction to restrain such acts of passing off and also an order for an inquiry as to damages/an account of profits.
On 9 January 2006, Celcom filed an application to strike out the first Suit on the grounds that MCAT’s claim disclosed no cause of action, was frivolous, vexatious and an abuse of process of the Court. Celcom also sought, in the alternative, to strike out MCAT’s claim for damages of RM1.0 billion on the grounds that the claim was frivolous, vexatious  and  an abuse of process of the Court. The striking out application 
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which was fixed for hearing before the Registrar on 27 March 2006 has been adjourned to 17 April 2006. Upon hearing the solicitors’ submissions, the striking out application is fixed for clarification/decision on 30 June 2006.

MCAT has also filed an application to amend the first Suit’s Writ of Summons and Statement of Claim, which has been fixed for hearing on 30 June 2006.
MCAT’s application for an interim injunctive relief was heard and dismissed with costs on 13 April 2006. The application to amend the Writ of Summons was not contested by Celcom and was therefore allowed on 13 April 2006 subject to payment of costs by MCAT. Subsequently on 24 April 2006, MCAT filed a Notice of Appeal with the Court of Appeal against the said decision of 13 April 2006. No hearing date has yet been fixed for the said appeal.

A case management date has been fixed for mention on 20 June 2006.
The application to strike out the third Suit which was fixed for hearing on 3 April 2006 has been adjourned to 4 July 2006.

On 28 February 2006, Celcom filed an application to transfer the third Suit to the Kuala Lumpur High Court Civil Division 6 where the second Suit is currently being heard (Consolidation Application). The grounds in support of the Consolidation Application include (i) similarity in subject matter and issues to be tried, (ii) the possibility of conflicting decisions if the S6 Suit and the S4 Suit are not heard together, (iii) to promote expediency and uniformity in the conduct of the S4 and S6 Suit and (iv) to reduce litigation costs.

The Consolidation Application has been fixed for hearing on 24 May 2006.
The Directors, based on legal advice received, are of the view that the crystallisation of liability from this case is remote.
(h)
DeTeAsia Holding GmbH (DeTeAsia) vs Celcom (Malaysia) Berhad (Celcom) 

The cause papers in relation to the Originating Summons against DeTeAsia have been served upon DeTeAsia in Germany. On 22 March 2006, DeTeAsia entered a conditional appearance in this matter.
On 28 April 2006, DeTeAsia served a sealed copy of its application to set aside the Originating Summons on the ground that the Court has no jurisdiction to determine the same. The said application is fixed for hearing on 23 May 2006.
On 16 March 2006, a consent order was recorded between Celcom and DeTeAsia (Singapore Consent Order) before the Singapore High Court. The principal terms of the Singapore Consent Order are that the first Order be deemed final and the present action be stayed. Celcom is also to pay the sum of Singapore Dollar 14,000 as costs to DeTeAsia.
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II. For the following material litigation cases as disclosed in the fourth quarter 2005 announcement to Bursa Malaysia on 28 February 2006, enumerated below are updates of the cases since the date of the last announcement:

(a)
Inmiss Communication Sdn Bhd (Inmiss) vs Mobikom Sdn Bhd (Mobikom) 

Following the decision by the High Court on 10 August 2005 pertaining to the dismissal of Mobikom’s application for an inter parte Injunction to restrain Inmiss from presenting the winding-up petition, Mobikom had, on 11 August 2005 filed an appeal at the Court of Appeal and the said appeal is fixed for hearing on 12 July 2006.   
On 1 March 2006, the Court has fixed 12 April 2006 for the hearing of Inmiss’ application for Mobikom to deposit RM27.6 million as security into the Court and the mention of Mobikom’s Originating Motion to set aside the Arbitration Award. However, the matters have been adjourned to 9 August 2006.

On 6 April 2006, the Court has fixed 31 July 2006 for the mention of the following matters:

(i) Inmiss’ application to appoint a provisional liquidator; 

(ii) Mobikom’s application for stay of the winding-up proceedings; and

(iii) Inmiss’ winding-up petition.

On the same day, the Learned Judge has issued an Order, among others, restraining Mobikom and TM whether by themselves and/or their respective directors and/or shareholders and/or employees and/or servants and/or agents and/or any other party(ies) from transferring, surrendering, dealing, negotiating with and/or entering into any agreement, understanding or compromise with any party(ies) in any manner whatsoever and howsoever with reference to and concerning all assets of Mobikom particularly the 8MHz of the Spectrum License, and that status quo of the steps in the winding-up proceedings be maintained by all parties, until the disposal of the applications as mentioned in items (i) and (ii) above.  The sealed copy of the said Order was served on Mobikom and TM on 25 April 2006.

Based on legal advice, Mobikom has a reasonably good chance of success in its applications to the High Court for setting aside of the Arbitration Award and for its appeal against the High Court’s decision in dismissing Mobikom’s application for an inter parte Injunction as abovementioned in the Court of Appeal.

(b)
Technology Resources Industries Berhad (TRI) vs Tan Sri Dato’ Tajudin Ramli (TSDTR), Bistamam Ramli (BR) and Dato’ Lim Kheng Yew (LKY) 

On 10 March 2006, the Registrar dismissed the Summary Judgement application with costs. On 21 March 2006, TRI filed an appeal against the Registrar’s decision on the Summary Judgement application to the Judge in Chambers (Appeal). The Appeal is fixed for hearing on 14 June 2006.
The matter has also been fixed for mention on 16 May 2006 before the Registrar.
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(c)
Celcom and TRI vs former directors of TRI/Celcom

Celcom and TRI have on 28 April 2006 commenced legal proceedings in the High Court of Malaya against certain of their former directors for breach of fiduciary and other duties owed as directors. 

The former directors of TRI/Celcom who are named in the suit are: (i) TSDTR, (ii) BR (iii) LKY (iv) Dieter Sieber (v) Frank-Reinhard Bartsch (vi) Joachim Gronau (vii) Joerg Andreas Boy (viii) Axel Hass and (ix) Oliver Tim Axmann (collectively referred to as “Defendants”).

With respect to the persons at (iv) to (ix) above, TRI/Celcom have also filed an ex parte application for leave to issue and serve the Writ of Summons upon those former directors in Germany and/or Singapore in the manner required under the Rules of the High Court 1980. 

The breaches of duty complained of in the legal proceedings relate mainly to the entry into the Subscription Agreement dated 25 June 1996 (Subscription Agreement) between Deutsche Telekom AG and TRI and the Amended and Restated Supplemental Agreement dated 4 April 2002 (ARSA) between Celcom, TRI, TRIL and DeTeAsia. The claim against TSDTR also relates to unauthorised profits claimed to have been made by him in connection with the entry of TRI/Celcom into the Subscription Agreement and the ARSA.

Celcom and TRI are seeking, inter alia, the following relief in the claim: 

(a)
A declaration that the Defendants are liable to indemnify Celcom to the extent of all sums paid by Celcom to DeTeAsia in satisfaction of an Award dated 2 August 2005 handed down by the Arbitral Tribunal in International Court of Arbitration of the International Chamber of Commerce Case No 12615/MS instituted by DeTeAsia against Celcom and all costs incurred thereof.

(b)
As against TSDTR, for unauthorised profits made amounting to RM446.0 million.

(c)
An account of all monies received by the Defendants arising out of such breaches.

(d)
Loss and Damages to be assessed.
Apart from the above, the Directors are not aware of any other proceedings pending against the Company and/or its subsidiaries or of any facts likely to give rise to any proceedings which might materially affect the position or business of the Company and/or its subsidiaries.
12.
Earnings Per Share (EPS)

	
	INDIVIDUAL AND CUMULATIVE PERIOD TO DATE

	
	Current year quarter
	Preceding year corresponding period

	
	31/3/2006
	31/3/2005

	(a) Basic earnings per share
	
	

	Profit attributable to equity holders of the Parent (RM million)
	518.9
	374.5

	Weighted average number of ordinary shares (million)
	3,392.0
	3,384.8

	Basic earnings per share (sen)
	15.3
	11.1

	
	
	

	(b) Diluted earnings per share
	
	

	Profit attributable to equity holders of the Parent (RM million)
	518.9
	374.5

	Weighted average number of ordinary shares (million)
	3,392.0
	3,384.8

	Adjustment for ESOS (million)
	8.8
	12.8

	Weighted average number of ordinary shares (million)
	3,400.8
	3,397.6

	Diluted earnings per share (sen)
	15.3
	11.0


Fully diluted earnings per share of the Group is calculated by dividing the net profit attributable to shareholders by the weighted average number of ordinary shares in issue during the period, adjusted to assume the conversion of dilutive potential ordinary shares.

13.
Dividend 

No interim dividend was recommended for the financial period ended 31 March 2006.
By Order of the Board 

Wang Cheng Yong (MAICSA 0777702)

Zaiton Ahmad (MAICSA 7011681)

Secretaries
Kuala Lumpur


15 May 2006
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