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POWERING THE NATION'S PROGRESS





The Board of Directors is pleased to announce the following:

I.
UNAUDITED RESULTS OF THE GROUP FOR THE 4TH QUARTER AND YEAR ENDED 31ST AUGUST 1999.

(Amounts in RM million unless otherwise stated)


4TH QUARTER

YEAR TO DATE

%



1999

1999

1998

+ or (-)











Turnover

3,307.8

12,158.0

11,439.4

6











Investment and other income

46.5

118.0

56.3

110

Operating profit before interest charges, depreciation and amortisation, foreign exchange loss, exceptional items, taxation and minority interest

1,235.9

4,228.9

3,395.1

25

Interest charges

(164.4)

(1,059.7)

(1,253.8)

(16)

Depreciation and amortisation

(437.9)

(1,636.6)

(1,412.7)

16

Foreign exchange loss

(849.1)

(613.5)

(3,506.4)

(83)

Exceptional gain/(loss)

81.9

(39.7)

(94.7)

(58)

Operating (loss)/profit after interest charges, depreciation and amortisation, foreign exchange loss but before taxation and minority interest

(133.6)

879.4

(2,872.5)

131

Share in profits of associated companies

27.7

98.4

84.1

17

(Loss)/profit before taxation and minority interest

(105.9)

977.8

(2,788.4)

135

Taxation

(67.1)

(236.6)

(305.9)

(23)

(Loss)/profit after taxation but before minority interest

(173.0)

741.2

(3,094.3)

124

Minority interest

24.7

32.3

0.4

7,975

(Loss)/profit after taxation attributable to shareholders

(148.3)

773.5

(3,093.9)

125













Sen

Sen

Sen



Earnings/(loss) per share - Basic

(4.8)

24.9

(99.8)



                                        - Diluted

(4.8)

24.9

(99.8)



II
UNAUDITED CONSOLIDATED BALANCE SHEET AS AT 31ST AUGUST 1999

(Amounts in RM million unless otherwise stated)

AS AT 

AS AT 


END OF

PRECEDING


4TH

FINANCIAL


QUARTER

YEAR END


1999

1998








FIXED ASSETS

42,988.3


39,188.4

ASSOCIATED COMPANIES

457.2


358.4

INVESTMENTS

404.6


404.6

LONG TERM RECEIVABLES

444.0


-








CURRENT ASSETS






Stocks

1,114.6


967.0

Debtors

2,168.0


1,678.3

Bank and cash balances

1,144.3


1,112.6

Marketable securities

61.4


26.9



4,488.3


3,784.8


AS AT 

AS AT 


END OF

PRECEDING


4TH

FINANCIAL


QUARTER

YEAR END


1999

1998








CURRENT LIABILITIES






Creditors

(3,670.6)


(2,815.1)

Short term borrowings

(2,467.6)


(1,407.8)

Current taxation

(136.0)


(157.8)

Proposed dividend

(111.6)


(111.6)



(6,385.8)


(4,492.3)








NET CURRENT LIABILITIES

(1,897.5)


(707.5)








LONG TERM LIABILITIES






Term Loans

(23,960.4)


(22,300.4)

Customer Deposits

(1,104.7)


(935.0)

Retirement Benefits

(327.0)


(259.3)

Other Liabilities

(125.6)


(94.4)



(25,517.7)


(23,589.1)








DEFERRED TAXATION

(995.3)


(786.4)

DEFERRED INCOME

(2,063.1)


(1,925.4)

GOVERNMENT DEVELOPMENT GRANTS

(348.8)


-



13,471.7


12,943.0








Financed by :-






SHARE CAPITAL

3,101.4


3,100.0

SHARE PREMIUM

3,113.0


3,107.1

RESERVES

7,188.0


6,600.5

SHAREHOLDERS' FUNDS

13,402.4


12,807.6

MINORITY INTEREST

69.3


135.4



13,471.7


12,943.0










Sen


Sen

NET TANGIBLE ASSETS PER SHARE

433


418

III
NOTES


(Amounts in RM million unless otherwise stated)



1)
ACCOUNTING POLICIES


The same accounting policies and methods of computation used in the preparation of the Group's Annual Report for the year ended 31st August 1998 have been applied in the preparation of the quarterly financial statements.




2)
EXCEPTIONAL ITEMS


Exceptional items relate to the net gain/(loss) on the disposal of the following fixed assets:-










4th

Quarter

Year End

Cumulative




1999

1999

1998












Gas turbines
(50.4)

(172.0)

(94.7)



Melaka Power Station
111.2

111.2

-



Transmission and distribution assets
21.1

21.1

-




81.9

(39.7)

(94.7)





3)
EXTRAORDINARY ITEMS


There were no extraordinary items during the financial year under review.






















4)
TAXATION


Taxation comprises the following:- 




4th 

Quarter

Year End

Cumulative





1999

1999

1998














Current taxation
0.3

1.1

79.5




Deferred taxation
58.0

208.9

200.9




Share of tax in associated companies
8.8

26.6

25.5





67.1

236.6

305.9





5)
PRE-ACQUISITION PROFIT


No pre-acquisition profit was included in the operating profit for the financial year under review  (1998  : Nil).




6)
PROFIT ON SALE OF PROPERTIES


There was no disposal of investment or properties except as disclosed in note 2. 




7)
PURCHASES AND SALES  OF QUOTED SECURITIES


a) Total purchases and sales of quoted securities are as follows:-




1999

1998












Purchases
41.5

4.5




Disposals
52.9

49.6




Loss on disposal
(11.0)

(19.2)






b)  Investments in quoted securities are as follows:-











At cost
446.1

457.4




At carrying value
395.4

362.5




At market value
346.6

168.7






The above quoted securities are managed by external fund managers.




8)
CHANGES IN THE COMPOSITION OF THE GROUP


During the year, the following were the changes in the composition of the Group:-


a)  On 1st September 1998, the Group acquired the operations of Lembaga Letrik Sabah (‘LLS’) through its wholly owned subsidiary Sabah Electricity Sdn Bhd (‘SESB’). During the year, 20% of the equity interest in SESB was divested in accordance with the privatisation agreement of LLS.


b)  The Group, through its wholly owned subsidiary TNB Power Daharki Ltd, acquired the remaining 38% equity interest in Liberty Power Ltd.


c)   With effect from 1st September 1999, the distribution and transmission operations of the Company will be managed by TNB Distribution Sdn Bhd (‘TNBD’) and TNB Transmission Network Sdn Bhd (‘TNBT’) respectively. Both companies are wholly owned subsidiaries of TNB.




9)
STATUS OF CORPORATE PROPOSALS


During the year, the Company received proposals on the divestment of the Kapar Power Station. The proposals are currently being evaluated.




10)
SEASONALITY OR CYCLICALITY OF OPERATIONS


The businesses of the Group are not subject to seasonal or cyclical fluctuations.




11)
ISSUANCE OR REPAYMENT OF DEBTS AND EQUITY SECURITIES 


During the year, there were no issuance and repayment of debt and equity securities, share buy-backs, share cancellation or shares held as treasury shares and resale of treasury shares.




12)
GROUP BORROWINGS 


a)  The tenure of Group borrowings classified as short and long term categories are as follows :-







1999

1998












Short term - secured
0.9

2.4




                  - unsecured
2,466.7

1,405.4




Long term  - secured
542.9

674.8




                  - unsecured
23,417.5

21,625.6





26,428.0

23,708.2











b)  Foreign borrowings in Ringgit equivalent are as follows :-











Canadian Dollars
7.0

8.8




Deutsche Marks
36.3

64.1




French Francs
46.8

58.4




Indian Rupees
2.0

3.6




Japanese Yen
8,106.9

6,324.4




Kuwaiti Dinar
-

5.5




Sterling Pounds
149.6

210.0




Swiss Francs
17.6

24.5




US Dollars
6,023.0

7,708.2








13)
CONTINGENT LIABILITIES 


Contingent liabilities of the Group comprise the following:-




1999

1998












Claims by third parties
370.1

261.6




Trade guarantees and performance bonds
-

6.8




Housing loans sold to Cagamas
247.8

260.2




Stamp duties on transfer of assets from LLS
108.0

-




Other contingencies
40.5

-





766.4

528.6





14)
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


TNB 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 foreign currency option contracts and interest rate and currency swap agreements designated as hedges. These instruments are executed with creditworthy financial institutions and the Directors of TNB are of the view that the possibility of non-performance by these financial institutions is remote on the basis of their respective financial strength. Virtually all foreign currency contracts are denominated in U.S dollars, Yen and other currencies of major industrialised countries. Although TNB 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.





TNB has entered into interest rate swap agreements and interest rate and currency swap agreements, some of which have embedded interest rate or currency options, which mature from year 1999 to 2007. TNB has entered into these derivatives to reduce its exposure to losses resulting from adverse fluctuations in interest rates or foreign currency exchange rates on underlying debt instruments.





TNB’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 differentials 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 hedge liabilities. No amounts are recognised in respect of future periods’.





As at 31st August 1999, the outstanding notional principal amounts of derivative financial instruments entered into by the Company is RM11,771.0 million (1998 : RM 14,331.9 million).





TNB and one of its subsidiaries, TNB Generation Sdn Bhd had entered into certain fuel derivative instruments for both hedging and discretionary trading purposes with outstanding notional principals as at 31st August 1999 amounting to approximately 1,215,500 barrels and 60,000 tons of Crude Oil and High Sulphur Fuel Oil, respectively. Based on fuel prices as at 31st August 1999, these notional principals amounted to approximately RM121.5 million.







15)
MATERIAL LITIGATION


There were no material litigation involving the Group during the financial year under review.




16)
SEGMENT REPORT


As the principal business of Group is the generation and supply of electricity, segment reporting is deem not necessary.




17)
COMPARISON WITH PRECEDING QUARTER'S RESULTS


This note is not applicable as this is the first quarterly report issued.




18)
REVIEW OF PERFORMANCE


a)  Turnover. The increase in the Group turnover was mainly due to the inclusion of the turnover of SESB in the financial year under review and the increase of 2% in electricity sales of the Company. Electricity sales to industrial and commercial consumer groups picked up in the 2nd half of the financial year resulting in annual growth rates of 2.5% and 1.5% respectively. 




b) Operating Profit. The increase in the Group operating profit was mainly due to increase in sales of the Company as well as net reduction in operating costs of the Company which more than offset the loss in SESB.




c)   Foreign Exchange Loss. Foreign exchange loss is made up as follows:-












1999

1998












Translation loss - Loans
(520.5)

(3,109.2)




Translation (loss)/gain - Others
(73.7)

148.8




Transaction loss
(19.3)

(546.0)





(613.5)

(3,506.4)






The translation loss of the current financial year resulted mainly from the loss arising from translation of Yen denominated borrowings that exceeded the gain arising from the translation of US Dollars denominated loans.




19)
CURRENT YEAR PROSPECTS


In view of the continuing improvement in the economy of the country, electricity demand is expected to rise in tandem with the increase in economic activities. In addition, the divestment of interest in the thermal power plants is expected to bring in substantial exceptional and recurring profits. In view of the foregoing factors, the Directors expect the Group performance in the next financial year to be more favourable.










20)
VARIANCE ON FORECAST PROFIT/PROFIT GUARANTEE


No profit forecast or profit guarantee was issued during the financial year.




21)
DIVIDENDS


The Board of Directors has recommended a first and final gross dividend of 5 sen per share (1998 : 5 sen) less income tax 28% in respect of financial year ended 31st August 1999 amounting to RM111.6 million (1998 : RM111.6 million).


Subject to approval at the forthcoming Annual General Meeting, the proposed dividend will be paid on 24th January 2000 to shareholders registered at the closed of business on 29th December 1999.

The Register of Members will be closed from 30th December 1999 to 3rd January 2000 (both dates inclusive) for the purpose of determining shareholders’ entitlement to the dividend.


A depositor shall qualify for entitlement only in respect of :-

a) Shares transferred into the depositor's securities account before 12.30 p.m. on 29th December 1999 in respect of ordinary transfers;

b) Shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.




22)
YEAR 2000 ('Y2K') READINESS


The Group has put in place an on-going programme to ensure that all systems are Y2K ready. The Y2K committee in TNB is headed by the Executive Chairman & President whilst the committees at the division and subsidiary level are headed by the respective Vice Presidents and Chief Operating Officers. TNB, through its Executive Chairman & President plays an active role in the Steering Committee set up by the Ministry of Energy, Communications and Multimedia which brings together providers of essential services.

Critical systems affecting the supply of electricity have been given priority. In this respect, systems such as grid control, meters, substations and telecommunication systems have achieved 100% readiness.  Non critical systems such as business applications are running Y2K compliant versions.

TNB has also completed a contingency plan for the energy sector which includes Independent Power Producers and Petronas Gas. Two contingency drills have been successfully carried out on 4th to 5th August and 7th to 8th September 1999. The operational plans for the year 2000 have been completed and are being reviewed regularly prior to the roll-over period.

The total cost incurred to-date to address the Y2K issues is RM17 Million out of the budget of RM30 Million.




By Order of the Board

(DATIN AZIZAH BINTI OSMAN)

Company Secretary

LS0014

Kuala Lumpur

21st October 1999

(200866-W)
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