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SINGAPORE TELECOMMUNICATIONS LIMITED
(Incorporated in the Republic of Singapore)
Company Registration Number: 199201624D

CAPITAL REDUCTION

(1) SPECIAL ARRANGEMENTS FOR THE TRADING OF ODD LOTS

Terms defined in the Circular to Shareholders and CUFS Holders dated 28
June 2006, which contains details of the proposed capital reduction by
Singapore Telecommunications Limited, shall have the same meanings when
used in this announcement, unless otherwise defined. Afttached is a list of
frequently —asked questions which is available on Singapore
Telecommunications Limited's website, http.//iwww.singtel.com.

Singapore Telecommunications Limited (the “Company”) wishes to announce
that it has made special arrangements with DBS Vickers Securities
(Singapore) Pte Ltd and UOB KayHian Pte Ltd (together, the “Brokers") to
facilitate the trading of odd lots of up to 999 shares in the Company (“Shares”)
in a single contract (“Odd Lots”) on Singapore Exchange Securities Trading
Limited (the “SGX-ST") arising from the cancellation of Shares pursuant to the
Capital Reduction.

The Capital Reduction is subject to the approval of the Shareholders and the
High Court of Singapore.

The Capital Reduction is proposed t{o be effected such that the resultant
number of Shares which would have been held by or on behalf of each
Relevant Shareholder following the proposed cancellation of Shares will be
rounded up (where applicable) to the nearest multiple of 10 Shares.
Consequently, the number of Shares that will be cancelled from a Relevant
Shareholder may be reduced accordingly. ‘

The rounding-up is intended to minimise (where possible) holdings of less
than multiples of 10 Shares after the Capital Reduction and will only apply to
the Relevant Shareholders, other than those who hold or own less than 20
Shares as at the Books Closure Date. Accordingly, the rounding-up does not
apply to persons who do not hold direct securities accounts with CDP, such
as holders of sub-accounts with Depository Agents, CPF members whose
Shares are held on their behalf by CPF agent banks and persons whose
Shares are held on their behalf by financial institutions under the
Supplementary Retirement Scheme or by nominees. In addition, the
rounding-up does not apply to Relevant Shareholders whose resultant
shareholdings arising from the rounding-up would be greater than their
shareholdings as at the Books Closure Date. No Shares will be cancelled
pursuant to the Capital Reduction if the resultant shareholding of a Relevant
Shareholder arising from the rounding-up is equal to his shareholding as at
the Books Closure Date.



Shareholders who trade Odd Lots on the SGX-ST arising from the
cancellation of their Shares pursuant to the Capital Reduction will be able to
utilise these special arrangements with a view to either rounding up or down
their shareholdings to multiples of board lots of 10, 100 or 1,000 Shares,
respectively.

During the period starting on the date on which “ex” trading of Shares on the

SGX-ST is expected to commence (tentatively, 30 August 2006) and ending -

on (and including) the date faling 4 weeks thereafter (tentatively, 30
September 2006), the Brokers have agreed to reduce their minimum
brokerage fee for trades in such Odd Lots from S$40.00 to S$10.00
(excluding goods and services tax and SGX-ST clearing and access fees) for
each contract.

Shareholders who intend to use either of the Brokers to facilitate the trading of
Odd Lots should note that, if they do not have an existing account with the
relevant Broker, they must apply to open such an account by visiting in person
the relevant Broker’s office, details of which are set out below. All account
opening applications will be subject to the Brokers” standard approval criteria
and procedures, and the Brokers have the dlscretlon to reJect any such
application without providing reasons. P e ey

DBS Vickers Securities (Slngapore) Pte Ltd . UOB_ KayHian Pte Ltd

Address: 8 Cross Street ’ " 'Address: 80 Raffles Place,
#02-01 PWC Building, #30-01 UOB Plaza 1
Singapore 048424 _ . Singapore 048624

Hotline: 6533 9688, L Hotllne 6536.9338

(2) TAXTREATMENT FOR AUSTRALIAN TAX RESIDENTS

The Company also wishes to announce that it has receeved conﬂrmatlon from
the Australian Taxation Office (the “ATO”) that the proposed ‘distribution to be
~ made pursuant to the capital reduction announced on 4 May.-2006 will not be
treated as a dividend for  Australian-income tax.purposes, .as described in
paragraph 4.3 of the Company s Circular to Shareholders and CUFS Holders
dated 28 June 2006. Details of the confirmation can be found in the attached.
copy of the class ruling issued by the ATO. -+ . |

By Order of the Board

Chan Su Shan (Ms)
- Company Secretary - = 1o e et o

Dated: 30 June 2006 -



Capital Reduction ~ Frequently Asked Questions

1. Why is SingTel carrying out a capital reduction?

The capital reduction exercise will help optimise SingTel's capital structure. It will enhance the
Group's earnings per share and improve its return on equity. More importantly, with the capital
reduction, there is no dilution for shareholders.

After the capital reduction, the Group's financial position is expected to remain strong with
leverage at a comfortable level. Healthy cash flow generation is expected to support its
operating needs and to fund new business opportunities.

2. How is the cash distribution price of S$2 74 per. share: determined?

The price of $$2.74 as cash drstnbutlon for each SlngTeI share cancelled is based on the
average closing prices of SlngTel shares traded on the SGX-ST from 24 April 2006 to 28 April

2006 (both dates mclusrve) (28 Aprrl | 2008, bemg the latest practrcable date prior to the date of
the announcement of the capital reductlon) ‘ ,

tlo of ohe share 1o ‘;be'ca‘ncelle_d for every 20 shares
held? S ‘ ‘

SingTel assessed its; fundmg requrrements and decided to return approximately $$2.3 billion
to shareholders. Based on‘'a share price of $$2.74, this results in about 835 million SingTel
shares to be cancelled, or five per cent of SingTel's current issued share capital of 16.7 billion
shares. The ratio of one share for every 20 held is equivalent to about five per cent.

4. How do | calculate how many of my SmgTel shares WI|| be cancelled? How much
cash W|II I receive in exchange?

Save as otheanse ‘described below ‘one SmgTeI share erI be cancelled for every 20 you hold
asata books closure date to be announced ( Books Closure Date").

The number of SlngTeI shares to be cancelied may be reduced by rounding-up (where

applicable), to the nearest multiple of 10 shares; the number of SingTel shares held by you
after the 20-for-one cancellation of SingTel shares.

However, no rounding-up will be applied if your resultant shareholding arising from the
rounding-up is greater than your original shareholding in SingTel. In this case, the number of
shares to be cancelled will be based solely on the 20-for-one cancellation ratio.

As no fraction of a SingTel share will be cancelled, you will be excluded from the capital
reduction if you have fewer than 20 SingTel shares. if your resultant shareholding following
the rounding-up as described above is equal to your original shareholding in SingTel, none of
your SingTel shares will be cancelled.



The following is an example for a sharehoider with 1,430 SingTel shares/CUFS:

Number of shares

Before capital reduction 1,430
After capital reduction

One share cancelled for every 20 (71)
Balance 1,359
Rounding up of shares to nearest multiple of 10 1,360
Final number of shares to be cancetled 70

Cash proceeds received by shareholder S$191.80

Cash proceeds received by CUFS holder
(based on an illustrative exchange rate of A$1 to A$160.76
$%$1.1931, on 28 April 2006) :

The table below shows the pre- and post-reductlon number of S:ngTel shares for Group A and
ST-2 shareholders who own the followmg number of SlngTeI shares

Before capital reduction |1 for 20 cancelled After capital reduction
650 (30) 620

780 (30) |750

910 (40) 870

1,430 ' (70) - 11,360

1,560 (70) < 11,490

1,690 (80) - - 11,610

For further assistance, please visit http //www smqtel com/investor to use the on-line
calculator. . . . <

5. Who is eligible for the capital reductioh"exercise?A a

The following groups of persons are eligible to participate in the capital reduction based on the
SingTel shares or CUFS held as at the Books Closure Date ("Relevant Shareholders").

o CPF members
Holders of Group A shares and ST-2.shares.which.are shares offered at preferential
fixed prices of $$1.90 and S$2. 50 per share.in. October 1993 and August 1996 .
respectively. The Group A shares and ST-2 shares are held by CPF on behaif of CPF
members. L o e
o CUFS holders I T o
" Holders of CUFS (or CHESS Unlts of Forelgn Securmes relatlng to shares in SingTel).
The CUFS are held by CDN (or CHESS Depositary Nominees Pty lelted) on behalf
of CUFS holders.



o Shareholders
Persons who are registered in SingTel's register as holders of SingTel shares, except
that where the registered holder is CDP, this means the depositors (other than CPF or
CDN) who have shares credited to their securities accounts with CDP. This does not
include persons who maintain securities sub-accounts with depositary agents.

Note:

a. Relevant Shareholders who hold or own fewer than 20 SingTel shares will not be
entitled to have their shares cancelled pursuant to the capital reduction.

b. The rounding up described in question 4 above does not apply to persons such as
securities sub-account holders, CPF members whose SingTel shares are held on their
behalf by CPF agent banks and persons whose SingTel shares are held on their
behalf by financial institutions under the Supplementary Retirement Scheme or by
nominees. SingTel expects that the entitlements of such persons to any cash
distribution will be allocated by the relevant main account holder on a pro rata basis,
based on the number of SingTel shares owned by each such person. On or after the
date on which the capital reduction takes-effect, the relevant number of SingTel shares
from the securities account.of thé main account holder will be reduced, and the main

account holder will correspondrngly reduce the number of shares held by such
persons. : et e 1 d '

\‘\Q Do e
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6. How will |, as a SingTel shareholder benef‘t from the caprtal reduction?

SingTel shareholders will benefit from thls caprtal reduction. The key benefits are as follows:

o SingTel's earnings per share is expected to improve as its number of issued shares
will be lower after the reduction. Each shareholder's propomonate ownership and

voting rights in the company's issued share capital also remain substantially
unchanged

o The proposed caprtal reduct|on would help SlngTeI to achieve the right level of capital
structure, i.e. a right mix of debt and equity. An optimal capital structure will enable the
company to generate the most efﬁcrent Ievel of returns from its caprta| resources, thus
benefiting shareholders.

BRI

7. When will | receive the final dividend and proceeds from the capital reduction?

The final dividend of 10 cents a share, if approved at the Annual General Meeting to be
held on 28 July 2006 is expected‘to be pard to you less tax at 20 per cent, in August 2006.

The proposed caprtal reduction requires, among other things, approval by SingTel
shareholders at an Extraordinary General Meeting to be held on 28 July 2006 and thereafter
by the High Court of Singapore. Assumrng all approvals are received, it is currently expected
that you will be pald the cash drstrlbutlon in respect of the capital reduction in September
2006.



Shareholders who hold SingTel Group A and/or ST-2 shares will have the final dividend and
proceeds from the capital reduction credited into their CPF Ordinary Accounts.

8. On what date will the capital reduction exercise be effective, i.e. when will my
shareholding be reduced?

Books closure is expected to take place on, tentatively, 1 September 2006. Shareholders who
are duly registered as at this date will have their shares cancelled (where applicable) and later
receive the cash distribution of $$2.74 for each share cancelled.

Indicative timeline:

Last date and time for lodgement of proxy forms for |
the EGM - : 26 July 2006 at 4.00 pm

Date and time of the EGM | 128 July 2006 at 4.00 pm

Expected date for Court approval of the Capital
Reduction

Expected last date and time of "cum" tradlng of the ’

' 24 August 2006
- 25 Augus, 2006 at 4.00 pm (Sydney

CUFS on the ASX tume) »
Expected commencement of deférred séttlsimant - o8 Auguslt 2606 at 10.00 am (Sydney
trading of the CUFSonthe ASX = . = | tlme) e

Expected last date and time of “cum" tradmg of the 29 August 2006 at 5 ;00 pm (Smgapore
Shares on the SGX-ST tlme) .
Expected commencement of "ex" trading of the . 30 August 2006 at 9 00 am (Singapore
Shares on the SGX-ST , " time) _ }

Expected Books Closure Date for the Capital = - . 1 September 2006 at 5.00 pm
Reduction * (Singapore time)

Expected Payment Date for the Cash Distribution . 22 September 2006

9. Do shareholders in Australia receive their proceeds in S$ or AS? If it is A$, what
exchange rate will be used?

Holders of CUFS (or CHESS Units of Foreign-Securities.relating to shares in SingTel) will
receive their cash distribution in the Australian; Dollar equlvalent of S$2. 74 for each CUFS
cancelled. The exchange rate to be used for conversuon wull be the average of the quoted
exchange rates between the Australian Dollar and the Smgapcre Dollar selected bya SingTel
Director prevailing over the five market days immediately preceding the Books Closure Date.

10. Where are the funds coming from?.

The capital reduction will be fi nanced by the Group s exustlng cash generated from the
business operations and short-term investments. e .

The SingTel Directors are of the oplmon that the cash dlstrlbutlon under the capital reduction
of approximately $$2.3 billion is in excess of the Group's needs and there are sufrment
resources to fund the near-term operating and investment needs of the Group.



11. Will | have to pay tax on proceeds from the capital reduction?

The tax implications of the capital reduction to you will vary depending on your specific
circumstances such as your income bracket and the nature of your holdings.

Generally, for most shareholders in Singapore, the proceeds are likely to be regarded as
capital in nature and capital gains are not taxable in Singapore. Relevant Shareholders are
generally not subject to Singapore tax on a return of capital unless they are traders in
securities, or have classified their investments as trading stocks, marketable securities or

short-term investments or did not have the intention to hold their SingTel shares as long-term
investments.

For shareholders resident in Australia who are holding SingTel shares or CUFS on capital
account, that is, not'on revenue account or as a trading stock or with a profit-making intention,
the Australian Tax Office has confirmed that the proposed capital reduction will not be treated
as a dividend distribution for Relevant Shareholders in relation to each Share or CUFS
cancelled. Any gain may, however, be.subject to Australian capital gains tax. This general
description is not directed to Relevant Shareholders who acquired their Shares or CUFS
pursuant to SlngTeI share thlon schemes or, performance share plans.

The above statements should not be regarded as advice on the tax posrtlon of any

shareholder, d@nd shareholders sbould consult theii own professional advisers based on thelr
specific circumstances. [y

AT
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12. How does the capital reductlon affect the Company s franking credits accumulated
under Section 44 of the Income Tax Act?

There are no changes to SingTel's franking credits as the capital reduction is made from
SingTel's contributed capital and not from its section 44 balance.

13. How will | know how many SingTel shares | will énd up with after the capital
reduction?

Sharehalders will be notffi ed of their shareholdings in the company after the capltal reduction
is effective. Group A and ST2 shareholders will be notified by CPF of the number of shares
held after the capital réduction. New holding statements will be issued to holders of CUFS,

reflecting the number of shares attnbutable to such CUFS which are cancelled pursuant to the
capital reduction. - - Qi

14. For shareholders who end up with odd lots after the share cancellation, are there
special arrangements with brokers to reduce minimum brokerage fees?

Under the proposed capital reduction, the resultant number of shares held by shareholders
following the cancellation will be rounded up (where applicable) to the nearest muitiple of 10
shares, which is the minimum trading board Iot on SGX ST. This is intended to mrmmrse
(where possible) holdlngs of less than multlples of 10 shares ‘



SingTel has made special arrangements with DBS Vickers Securities (Singapore) Pte Ltd and
UOB KayHian Pte Ltd to reduce their minimum brokerage fees for trades in odd lots of up to
999 SingTel shares from S$40 to S$10 (excluding GST and SGX-ST clearing and access
fees) per contract. This arrangement will be valid for a period of four weeks from the date on
which "ex" trading is expected to commence (tentatively, 30 August 2006 to 30 September
2006). During this period, shareholders will enjoy the concessionary brokerage fees when
they trade their odd lots of up to 899 shares with a view to either rounding up or down their
shareholdings to multiples of board lots of 10, 100 or 1,000 SingTel shares.

15. Under the special arrangement for trading of odd lots, what is the commission
payable if | trade odd lots of more than 999 SingTel shares, such as 1,001 shargs?

In this case, the commission payable follows the normal rates chargeablé by the broker, and
is subject to a minimum of S$40 (excluding GST and SGX-ST clearing and access fees) per
contract. '
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Class Ruling

Income tax: proposed capital reduction:
Singapore Telecommunications Limited

o This publication provides you with the following level of
.protection: s -

~ This publication (excluding appendixes) is a public ruling for the purposes of

the Taxation Administration Act 1953.

A public ruling is an ex’pr—es'sio‘n of the Commissioner's opinion about the way
in which a relevant provision applies, or would apply, to entities generally or
to a class of entities in relation to a particular scheme or a class of schemes.

If you rely on this rufing, we must apply the law to you in the way set out in
the ruling (or in a way that is more favourable for you if we are satisfied that
the ruling is incorrect and disadvantages you, and we are not prevented from
doing so by a time limit imposed by the law). You will be protected from
having to pay any underpaid tax, penalty or interest in respect of the matters

covered by this ruling if it turns out that it does not correctly state how the
relevant provision applies to you.

What this Ruling is about

1. This Ruling sets out the Commissioner's opinion on the way in
which the relevant provision(s) identified below apply to the defined

class of entities, who take part in the scheme to which this Ruling
relates.

Relevant provision(s)

2, The relevant provisions dealt with in this Ruling are:
. subsection 6(1) of the Income Tax Assessment
Act 1936 (ITAA 1936);

) subsection 44(1) of the ITAA 1936;
. section 45A of the ITAA 1936;
. section 45B of the ITAA 1936; and
. section 45C of the ITAA 1936.

All legislative references in this Ruling are to the ITAA 1936 unless
otherwise indicated.
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Class of entities
3. The class of entities to which this Ruling applies are:

(a) Australian resident entities that hold ordinary shares in
Singapore Telecommunications Limited (‘SingTel’)
which are listed on the Singapore Stock Exchange
('SGX) in Singapore dollars; and

(b)  Australian resident entities that hold CHESS Units of
Foreign Securities (CUFS’), representing beneficial
ownership of ordinary SingTel shares on a one-for-one’
basis, which are listed on the Australian Stock
Exchange (ASX’) in Australuan doIIars ('‘CUFS
Holders’),

who receive distributions under the capital reduction descrlbed |n
paragraphs 15 to 28 of this Ruling.

4. Entities include individuals, bodiee corporate, bodies politic, - . :
partnerships, any other unincorporated assomaﬂons or bodles of ~
persons, trusts, superannuation funds 2 T

5. The above class of persons are: collectlvely referred: to ir thiS
Ruling as ‘Australian Participants’. SingTel shares and SingTel CUFS
are collectively referred to in this Ruling as ‘SlngTeI Interests

6. This Ruling deals with whether the payment to Austrahan
Participants is a dividend. It does not deal with the capltal gains tax
consequences of the share canceliation. =

Qualifications

7. The class of entities defined in this Ruling may rely on its contents
provided the scheme actually carried out is carried out in accordance with
the scheme described in paragraphs 15 to 28 of this-Ruling..

8. If the scheme actually carried out is matenally dlfferent from
the scheme that is described in this Ruling, then - ;

. this Ruling has no binding effect.on the Commussnoner .
because the scheme entered into. is not the scheme on
which the Commlssuoner has ruled and

. this Ruling may be withdrawn of modified. - -~ =~ ¢+

9. This work is copyright. Apart from any use as permitted under
the Copyright Act 1968, no part may be reproduced by any process
without prior written permission from the Commonwealth. Requests and
inquiries concerning reproduction and rights should be addressed to:

Commonwealth Copyright Administration
Attorney General's Department

Robert Garran Offices

National Circuit

Barton ACT 2600

or posted at: http://www.ag.gov.au/cca
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Date of effect

10. This Ruling applies to the income year ended 30 June 2007.
However, the Ruling does not apply to taxpayers to the extent that it
conflicts with the terms of settlement of a dispute agreed to before the

date of issue of the Ruling. Furthermore, the Ruling only applies to
the extent that:

. it is not later withdrawn by notlce in the Gazette; or
e therelevant provisions are not amended.
11. If this Class Ruling is inconsistent with a later public or private

ruling, the relevant class of entities may rely on either ruling which
applies to them (item 1 of subsection 357-75(1) of Schedule 1 to the
Taxat:on Admmlstratzon Act 1953 (TAA)) ‘

12. T this Class’ Rullng is mconsnstent with an earlier private ruling,
the private ruling is taken not to have been made if, when the Class
Rulmg |s made the foliowung two conditions are met:

e \".y' the income. year or other period to WhICh the rulings
relate has not begun; and

x the scheme to WhICh the rulings relate has not begun
“ to be carried out.

13. If the above two conditions do not apply, the relevant class of
entities may rely on either ruling which applies to them (item 3 of
subsection 357- 75(1) of Schedule 1 to the TAA)

W|thd rawal

14, Th|s Rulmg is w1thdrawn and ceases to have effect after
30 June 2007. However, the Ruling continues to apply after its
W|thdrawal in respect of the relevant provisions ruled upon, to all
entities within the specified class who entered into the specified
scheme during the term of the Ruling, subject to there being no
change in the scheme or.in the entities involved in the scheme.
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Scheme

16.  The scheme that is the subject of the Ruling is described
below. This description is based on, and includes reference to, the . -
following documents:

. The application for a Class Ruling dated 15 June 2006;

o Copies of the News Release and the announcement to
the SGX and ASX by SingTel dated 4 May 2006 of the
proposed capital reduction; and

] Extracts from SingTel’s summary financial report for ~ -
the year ended 31 March 2008.""

Note: Certain information received from SingTel has been provided
on a commercial-in-confidence basis and will not be disclosed or
released under the Freedom of Information leg|s|at|on

16.  SingTel is a company incorporated under the Slngapore a ," o
Companies Act and is listed on the SGX. On 4. May 2006 SrngTel o
announced its intention to undertake a capttal reduction (the SnngTeI
Capital Reduction). At the time of the issue of this Ruhng, ‘
implementation of the SingTel capital reduction was still oUbJGCt to the
approval of shareholders at an Extraordinary’ General meeting to be
held in July 2006 and thereafter by the High Court of Singapore.-If aH
approvals are given, the SingTel Capital Reductron is expected to be ..
paid by the end of September 2006.

17. SingTel operates various commun|cat|ons busmesses The -
SingTel Capital reduction will be financed from short-term
investments, cash on deposit, and cash-and bank baiances of
SingTel and its subsidiaries. SingTel proposes to distribute cash of
approximately $$2.3 billion in the form of a return of capital to its
shareholders as part of its capital management strategy

18. Under the proposed SingTe! Capital Reduction, SingTel mtends
to cancel approximately 835 million ordinary shares (or about 5% &f
SingTel's total issued share capital of 16.7 billion ordinary shares, as at
28 April 2008). There are no other classes of share on issue. ~

19. The SingTel Capital Reduction will result in'distributions to
about 30,000 CUFS Holders in Australia and to.some holders of
SingTel shares who are residents of Australia for income tax
purposes. The CUFS Holders’ interests represent approxrmately
2.78% of SingTel's issued shares N ot hean L

20. Shareholders who hold or own Iess than 20 SlngTeI shares as at
the Books Closure Date will not be subject to, and their.SingTel, shares !
will not be cancelled pursuant to, the SingTel Capital Reduction. -

21. SingTel also proposes to pay a final gross dividend in relation
to the year ended 31 March 2006 totalling S$1:7 billion which, if
approved, will be paid before the SingTel Capital Reduction. SingTel
confirms that payment of the final dividend is not conditional on
shareholder's approval of the SingTel Capital Reduction.
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22. Under the proposed SingTel Capital Reduction, and subject to
a rounding-up rule, one SingTel share will be cancelled for every

20 SingTel shares owned by shareholders as at a date to be
determined by the SingTel Directors (referred to as the ‘Books
Closure Date'). The resultant number of SingTel shares that would
have been held by each shareholder following the proposed
cancellation of SingTel shares will be rounded up (where applicable)
to the nearest multiple of 10 SingTel shares.

23. For each SingTel share cancelled, shareholders will receive a
distribution of $$2.74 (‘the Distribution’) based on the average closing
prices of SingTel shares traded on the SGX from 24 April 2006 to

28 April 2006 (both dates inclusive). The equivalent amount in
Australian Dollars, at a foreign exchange rate to be determined by
SingTel Directors, will be paid to CUFS Holders.

24. SlngTel has stated that the purpose of the SingTel: Capltal
Reduction is to optlmtse SingTel's capital structure by achieving a
right mrx df debt and' cash and to enhance shareholders’ value by
rncreasmg 'its refurh oh equny from'20.6% to 23.3%% (earnlngs per
share is expected to |mprove by 5. 3%) ,

25 Further there should not be any dilution for SrngTeI
shareholdersuas their proportionate ownership and votlng rlghts will
remain substantlally unchanged.

267" - Al of the’ SlngTeI Capital Reduction will be accounted for by
debiting SingTel's share capital account. Following an amendment to
the Singapore Companies Act (with effect from 30 January 2006)
pursuant to which the ‘par value' concept was abolished, all amounts
standing to the credit of SingTel's share premium account and capital
redemption reserve hecame part of its share capital.

27. SingTel conﬁrms that apart from the effect described at
paragraph 26 of this Ruling, there have not been any transfers to the
share capital account. That is, the share capital account only contains
capital received by SingTzl on the issue of its shares as well as
premiums received on the issue of shares which were previously
standing to the credit of the share premium account.

28. Shareholders’ equity disclosed in SingTel's audited Balance
Sheet as at 31 March 2006 is as follows:

Shareholders Equnty $S million

| Share capital™ . ..z - o - 4,775 |
Revenue’ and other EER I 9549 |
reserves IR E c v
Totalequity — ~ 7 " 14.324 o
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Ruling

Is the Distribution a dividend as defined in subsection 6(1)?

29. The distribution pursuant to the SingTel Capital Reduction will
not be a dividend as defined in subsection 6(1).

The application of sections 45A, 45B and 45C to the SingTel
Capital Reduction

30. The Commissioner will not make a determination (under
sections 45A or 45B) that section 45C applies to the SingTel Capital
Reduction. Accordingly, no part of the Distribution wili be taken to be
a dividend for income tax purposes under section 45C. =

Commissioner of Taxation S
28 June 2006 e sy il
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Appendix 1 — Explanation

1 This Appendix is provided as information to help you
understand how the Commissioner’s view has been reached. It does
not form part of the binding public ruling.

Dividends

31. Subsection 44(1) includes in a shareholder's assessable
income any dividends, as defined in subsection 6(1), paid to the
shareholder out of profits derived by the company from any source
(if a resident of Australia) and from an Australian source (if
non-resident). .

32. The term ‘dividend’ in subsection 6(1) includes any distribution
made by a company to any of its shareholders. However, later
paragraphs in this subsection exclude certain items from being a
d|V|dend for income tax purposes.

33 Relevantly, the specific exclusion in paragraph 6(1)( ) of the
definition of ‘dividend’ provides:. _

money paid or credited by a company to a shareholder or any other
property distributed by a company to shareholders (not being
moneys or other property to which this paragraph, by reason of
subsection 6(4), does not apply or moneys paid or credited, or
property distributed for the redemption or cancellation of a
redeemable preference share), where the amount of the moneys
paid or credited, or the amount of the value of the property, is
debited against an amount standing to the credit of the share capital
account of the company.

34.  The Distribution will be debited against SingTel's share capital
account. There have been no transfers into SingTel's share capital
account as defined in section 6D from any of SingTel's other
accounts. Therefore, paragraph 6(1)(d) of the definition of ‘dividend’
applies and the Distribution will not constitute a dividend.

Anti-avoidance provisions

35. Sections 45A and 45B are two anti-avoidance provisions
which, if they apply, allow the Commissioner to determine that all or
part of a distribution is treated as an unfrankable dividend that is paid
by the company out of profits to the shareholder.

Section 45A - streaming of dividends and capital benefit

36. Section 45A applies in circumstances where capital benefits
are streamed to advantaged shareholders who would, in the year of
income in which the capital benefits are provided, derive a greater
capital benefit than the other shareholders (the disadvantaged
shareholders) who would receive dividends.
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37. SingTel will provide the Australian Participants with a ‘capital
benefit' (as defined in paragraph 45A(3)(b)), and the capital benefit is
to be provided to the Australian Participants in direct proportion to
their individual shareholding. However the circumstances of the
SingTel Capital Reduction indicate that there is no ‘streaming’ of -
capital benefits to some shareholders and not to other shareholders.
Accordingly, section 45A will not apply to the Distribution, and the
Commissioner will not make a determination under subsection 45A(2)
that section 45C applies to the Distribution.

Section 45B — schemes to provide capital benefits in
substitution for dividends

38. Section 45B applies where certain amounts of a capital nature .
are provided to shareholders in substitution for dividends. ‘

39. Subsection 45B(2) sets out the conditions under which, the .
Commissioner will make a determination under: subsect n4 B(3)
that section 45C applies. These condltlons are that '

(a) there is a scheme under wh|ch a person is provided,
with a capital benefit by acompany;

(b) * under the scheme a person (the. rele\rant taxpayer)
. who may or may not be the person. provrded with- the
capital benefit, obtains a tax benefit;.and, Cre e

(c) - having regard to the relevant crrcumstances of the o
scheme, it would be concluded that the person, or one of
the persons, entered into or carried out the scheme or
any part of the scheme did so for a purpose (whether or
not the dominanit purpose but not including an incidental
purpose) of enabling a taxpayer to obtain a tax benefit.

40. The SingTel Capital Reduction is a ‘scheme’ within the broad
meaning of that term. D e ,

41,  The Australian Participants will be ‘provided?‘with a C‘a'pit”alZ R
benefit' as defined in subsection 45B(2) under the SingTel Capijtal
Reduction. The definition includes a distribution of share capital... - -

42, A shareholder ‘obtains’ a ‘tax beneﬁt’."as" defined in’
subsection 45B(9), where:

. the amount of tax payable; or

. any other amount payable under the ITAA 1936 or the
Income Tax Assessment Act 1997 (ITAA 1997),

by the taxpayer would, apart from the operation of section 45B:

. be less than the amount that would have been
payable; or

) be payable at a later time than it would have been
payable,

if the capital benefit had instead been a dividend.
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43. As an Australian Participant will be subject to income tax on
the distribution under the CGT provisions in Part 3-1 of the

ITAA 1997, the tax payable on the Distribution will be less than if the
Distribution were a dividend. An Australian Participant will therefore
obtain a tax benefit within the meaning conveyed by

subsection 45B(9) of the ITAA 1936.

44, Although the conditions of paragraphs 45B(2)(a) and
45B(2)(b) are satisfied, it cannot reasonably be concluded that there
is a more than incidental purpose of enabling the Australian

Participants to obtain a tax benefit by SingTel carrylng out the SingTel
Capital Reduction.

45, With respect to the ‘relevant circumstances’ in section 45B(8),
the following observations can be made. It is evident from an™
examination of the audited balance sheet of SingTel that SingTel has
significant amounts of retained earnings relative to share capital.
Further, _SlngTeI carned out a similar capital return amounting to
some $$3.0 billion in September 2004. In addition, the interests of
shareholders before and after the proposed SlngTeI Capital reduction
woulddargely remain the same

46. Weighing agalnst such factors in concluding that the requisite
degree-of purpose under: paragraph 45B(2)(c) is not present, is the
fact'thiat the Australian Participants combined hold a relatively small
proportion of the'equity in SingTel — less than 3% of the issued share
capital. It therefore can reasonably be concluded that any purpose of
enabling an Australian Participant to-obtain a tax benefit from the
distribution would be merely incidental to the purposes of the SingTel
Capital Reduction. Accordingly, the Commissioner will not make a
determination under subsection 458(3) that section 45C applies to
the Distribution. .

Sectlon 45C - deeming d|V|dends to be paid where determination
made under sections 45A or 45B

47. As the Commissioner will not make a determination under
subsection 45A(2) or subsection 45B(3) in relation to the scheme as
described, section.45C will not apply.
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Appendix 2 — Detailed contents list

48. The following is a detailed contents list for this Ruling:

Paragraph
What this Ruling is about 1
Relevant provision(s) 2
Class of entities 3
Qualifications | . o 7
Date of effect 10
Withdrawal - | | 14
Scheme TS
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Is the Distribution a dividend as defined in subsection 6(:1_.')"’? :

The application of sections 45A, 45B and 45C to-the- - =~ -
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Appendix 1 — Explanation RECENANI L31
Dividends : . v31'
Anti-avoidance provisions 35
Section 45A - streaming of dividends and capital benefit 36

Section 45B - schemes to provide capital benefits in
substitution for dividends 38
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determination made under sections 45A or 45B 47
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To: sushan@singtel.com; liching@singtel.com

Subject: SGX Corporate Announcements :: MISCELLANEOUS

Auto forwarded by a Rule

Your Corporate Announcement submission has been received successfully. Please
check your announcement at the SGX Website to ensure completeness and accuracy of
the information sent.

Announcement details :-

Announcement Title :: MISCELLANEOUS
Announcement No. :: 00053

Submission Date & Time :: 30-Jun-2006 17:18:20
Broadcast Date & Time :: 30-Jun-2006 17:18:59
Company Name :: SINGTEL

Submitted By :: Chan Su Shan (Ms)

>> CLICK HERE for the full announcement details.
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. TO: SINGAPORE TELECOMMUNICATIONS LIMITED. DX 10427 Stock Exchange Sydney
= FAXNO: 0019-65-6738-3769
) ~~ FROM: AUSTRALIAN STOCK EXCHANGE LIMITED - Company Announcements Office

- SUBJECT: CONFIRMATION OF RECEIPT AND RELEASE OF ANNOUNCEMENT

MESSAGE:

= We confirm the receipt and release to the market of an announcement regarding:

.‘ Capital Reduction

" 2 If ASX considers an announcement to be sensitive, trading will be halted for 10 minutes.

If your announcement is classified by ASX as sensitive, your company’s securities will be placed into “pre-open”

status on ASX’s trading system. This means that trading in your company’s securities is temporarily stopped, to
allow the market time to assess the contents of your announcement. “Pre-open” is approx. 10 minutes for most

" announcements but can be 50 minutes (approx) for takeover announcements.

* Once “pre-open” period is completed, full trading of the company’s securities recommences.

PLEASE NOTE:
In accordance with Guidance Note 14 of ASX Listing Rules, it is mandatory to elodge announcements using

ASX Online. Fax is available for emergency purposes and costs A$38.50 (incl. GST). The only fax number to use
is 1900 999 279.
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Subject: SGT - ASX Online e-Lodgement - Confirmation of Release

Attachments: 348605.pdf

7.
348605.pdf (143 KB)

ASX confirms the release to the market of Doc ID: 348605 as follows:
Release Time: 30-Jun-2006 19:28:44

ASX Code: SGT

File Name: 348605.pdf

Your Announcement Title: Capital Reduction



