18/ 01/ 1997
PM We'll probe allegation of discrepancy

Jenni fer Jacobs in Santa O ara

SANTA CLARA, Fri: The Government will investigate any allegation of

di screpancy in the award of a contract involving Tel ekom Mal aysi a and
Swedi sh firmEri csson Tel econmuni cati ons, Datuk Seri Dr Mhat hir Mhanmad
sai d.

The Prime Mnister, who is in California on a working visit to pronote
the Multi medi a Super Corridor (MSC), said before such an investigation is
concl uded, he could not comrent on the report.

"l do not have nuch information. If there is an allegation, we should
i nvestigate," he told Ml aysian journalists covering his week-long visit.

Dr Mahat hir was asked to conment on news reports of discrepancies in the
award of a contract by the tel ecomunicati ons conpany to Ericsson for the
supply of equi pnment.

Deputy Prine M nister and Finance M nister Datuk Seri Anwar |brahi mhad
said in Kual a Lunpur on Wednesday the Governnent had received i nformation
of the alleged discrepancies sonme two weeks ago. The contract was believed
to be worth mllions of ringgit.

The Prime Mnister said he was infornmed of the allegations by Anwar
before he |l eft Kual a Lunmpur |ast week. "Anwar has nentioned but not in
detail."

Tel ekom Mal aysi a chi ef executive Datuk Mhanmed Said Mohaned Ali, who was
acconpanyi ng Dr Mahathir in the US, had earlier responded to the news
reports by saying that Tel ekom Malaysia will institute a full probe into
the al |l eged di screpanci es.

In a statenment issued in Kuala Lunpur on Thursday, Mhanmed Said said on
being alerted by Anwar before he left for the US, Tel ekombegan a thorough
enquiry into the allegations but could not give a tinmefranme for the report
as it does not have sufficient facts on the matter.

Eri csson, on the same day, said it had not been officially inforned of
the matter and had not received any indication as to the nature of the
allegations. It added that it did not have any information that tender
procedur es had been overl ooked.

Eri csson, which has been supplying tel ecommuni cati ons equi pnment to
Mal aysi a since 1965, is one of the | ongest established tel ecommunications
equi prent conpanies in the country.

Tel ekom Mal aysi a's share price fell 30 sen yesterday to close at
RWR0. 30, bringing it to a total drop of RML for the week. Its share price
has suffered extensively for the past few nonths because many broki ng
houses have been calling sells on the stock.

JENNI FER JACOBS reports: Anal ysts, however, said the drop has nothing to
do with the probe into Tel ekons' contract to Ericsson but is due to
runours that the provision of equal access is to be brought forward to
1998.

One anal yst told Business Tines that Tel ekom Mal aysia's share price has
been comi ng off | ately because sone houses have been calling a sell on the
share.

An investnment house had said there were talks in the narket of equa
access, which basically nmeans that all Tel ekom Malaysia's three mllion
subscri bers woul d be able to use alternative trunk and internationa
networ ks by dialing a special code.

Its anal yst said this would cause a substantial | oss of business as the
trunk and international markets are considered the "crean’ of Tel ekom s



basi c tel ephony services narket.

Anal ysts also feel that with the onset of conpetition from conpanies
such as Binariang, Cellular Comunications and Ti me Tel ecomuni cati ons Sdn
Bhd, Tel ekom Mal aysia's growh in subscriber base will be affected.

One | ocal broking house, which is calling a sell on Tel ekom Ml aysi a,
put its fair value at RML7.
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