
Notes to the accounts

1 Accounting Policies


The quarterly financial statements of the Group are prepared using the same accounting policies, method of computation and basis of consolidation as those used in the preparation of the 1998 Annual Report.




2 Exceptional Items



There were no exceptional items for the financial periods under review. 



3 Extraordinary Items


There were no extraordinary items for the financial periods under review.



4 Taxation



The taxation charge for the Group comprises: 
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5 Pre-acquisition Profits or Losses


There were no pre-acquisition profits or losses for financial periods under review.

6 Profit on Sale of Investments and/or Properties

There were no profits on sale of investments and/or properties other than in the ordinary course of the Group's business for the financial periods under review.





7 Purchase and  Disposal of Quoted Securities



(a) Total purchases and disposals of quoted securities for the current financial year to date are as follows:




(b) 
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(c) Total investments in quoted securities as at 30 September 1999 are as follows:
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8 Changes in the Composition of the Group


There were no changes in the composition of the Group during the current financial year to date except for the acquisition and formation of the following companies:









Percentage Acquired

       Equity Held 


 Name of Company


 During the Period  (%)                  To Date (%)
1) TM Global Incorporated


100.0



100.0
2) Citifon Sdn Bhd



  70.0



100.0
  

3) TM International (Bangladesh) Ltd
  10.0



  70.0

4) Telekom Smart School Sdn Bhd

  51.0



  51.0


      
5) Digital Phone Company Ltd
              12.7



  46.0

6) Unitele Multimedia Sdn Bhd

100.0



100.0

9
Status of Corporate Proposals




There were no corporate proposal announced and not completed as at the date of this announcement.


10
Seasonal or Cyclical Factors


The demand of the Group’s product and services are not affected by any seasonal or cyclical factors. 

11
Issuance and Repayment of Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial year to date except for the increased in issued and paid up capital of the Company from 2,999.0 million shares of RM1.00 each fully paid to 3,019.5 million shares of RM1.00 each as a result of employees exercising the Employees’ Share Option Scheme (ESOS) with the exercise price ranging from RM7.80 to RM10.50. 

12 Group Borrowings 



(a) The tenure of  Group borrowings as at 30 September 1999 are as follows:
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 Secured  

34.4

409.3

Unsecured

475.9

7,230.1

        Total

510.3

7,639.4




(b) Foreign borrowings in Ringgit equivalent are as follows:
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13
Contingent Liabilities

Contingent liabilities of the Group comprise a guarantee on credit facility of USD84.0 million (RM319.2 million) granted to an associated company, Digital Phone Company Limited (DPC). The expiry date of this guarantee is 3 February 2000. However, the guarantee may expire earlier if certain conditions are met. 

14
Off Balance Sheet Financial Instruments

Telekom Malaysia Berhad (TM) has certain financial instruments including assets and liabilities and off balance sheet financial instruments incurred in the normal course of business. In applying a consistent risk management strategy, the Company manages its exposure to market rate movements of its financial liabilities through the use of derivative financial instruments which include interest rate and currency swap agreements designed as hedges. These instruments are executed with creditworthy financial institutions and the Directors of TM are of the view that the possibility of non-performance by these financial institutions is remote on the basis of their respective financial strength. Although TM may be exposed to losses in the event of market rate fluctuations, it does not anticipate significant losses due to the nature of its hedging arrangements. 

TM has entered into interest rate swap agreements and interest rate and currency swap agreements, some of which have embedded interest rate and currency options, which mature from year 2003 to 2025. TM has entered into these derivatives to reduce its debt servicing cost and to diversify its currency exposure profile on underlying debt instruments.

TM’s accounting policy on financial derivatives is as follows:

‘Financial derivatives hedging instruments are used in the Company’s risk management of foreign currency and interest rate risk exposure of its financial liabilities. Hedge accounting principles are applied for the accounting of the underlying exposures and their hedge instruments. The underlying foreign currency liabilities are translated at their respective hedge exchange rate, and net differentials in interest receipts and payments arising from interest rate derivative instruments are accrued, so as to match that net differentials with the related expenses on the hedged liabilities. No amounts are recognised in respect of future periods.’

As at 30 September 1999, the outstanding notional principal amounts of derivative financial instruments entered into by the Company is RM 2,090.0 million.

15
Material Litigation

The Group is not engaged in any material litigation as at the date of this announcement. 

16 Group Segmental Reporting
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17
Comparison with Preceding Quarter’s Results
This is not applicable as this is the first quarterly report issued.

18
Review of Performance  
For the current financial year to date under review, the Group has recorded a turnover and profit before tax of RM5,716.9 million and RM740.6 million respectively, whilst the Group  profit after tax was RM711.9 million. 

In the opinion of the Directors, the results of the operations of the Group and of the Company during the third quarter of the financial year have not been substantially affected by any item, transaction or event of a material and unusual nature. 

19
Prospects for the Current Financial Year

There is an increase in new installations of telephone lines in the third quarter and the trend is expected to continue as the country’s economy recovers. Furthermore, continuous cost saving measures and ongoing rationalisation exercise for the cellular segment would enable us to contain the Group operating expenditure at a more manageable level. 

20
Variance of Actual Profit from Forecast Profit / Profit Guarantee

Not applicable. 

21 Dividend


No dividend is recommended for quarter ended 30 September 1999.

22 Year 2000 (Y2K) Readiness

The progress to-date of the Y2K programme has been reviewed by the Government’s National Y2K Consultants as well as independent external consultants appointed by Telekom Malaysia Berhad (TM). The Consultants are of the opinion that TM will be able to provide uninterrupted call services. 

To date, all critical functions and activities of TM are Y2K ready. Contingency plans have also been drawn up by TM under its Y2K Programme. 

By Order of the Board 

Wang Cheng Yong (MAICSA 0777702)

Zaiton Ahmad (MAICSA 7011681)

Secretaries

Kuala Lumpur

26 November 1999
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