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ABSTRACT

PT Telkom Indonesia (Persero) is one of the state-owned enterprises (SOEs) engaged in the communication sector. As a company
with a big name, of course, PT Telkom Indonesia (Persero) has a big responsibility to win the competition from competitors to
maintain the trust of all stakeholders. This study uses the weighted scoring method to study the health level of PT Telkom Indonesia
(Persero) regarding the Decree of the Minister of State-Owned Enterprises Number: KEP-100/MBU/2002 concerning Assessment
of the Health Level of State-Owned Enterprises. This study will also look at the impact of the Covid-19 Pandemic that hit Indonesia
in early 2020 on the financial ratios of PT Telkom Indonesia (Persero). Based on the results of this study, it can be concluded that
PT Telkom Indonesia (Persero) can maintain its competitive advantage while maintaining financial ratios at a healthy level (Grade
A), as well as proving that the company can survive the uncertain situation caused by the Covid-19 pandemic. Finally, this research
also provides recommendations for the internal management and all the stakeholders to increase the company's sales level and
efficiency so that in the future, the company can maintain a competitive advantage to sustain and develop according to the vision
of PT Telkom Indonesia (Persero) which is to become the digital telco of choice to advance society.

Keywords: State-owned Enterprises, Communication Sector, Competitive Advantage, Financial Ratio, Weighted Scoring Method,
Covid-19 Pandemic

INTRODUCTION

PT Telkom Indonesia (Persero) is a state-owned enterprise established under the Indonesian Government’s Regulation No.25 in
the year 1991.The status of the company was modified by the Deed of Notary Imas Fatimah, S.H., No0.128, dated September 24,
1991, to become a State-owned Limited Liability Company (“Persero”), which was then approved by the Minister of Justice of the
Republic Indonesia using resolution No. C2-6870.HT.01.01 in 1991 dated November 19th 1991 and enlisted in the State Gazette
of the Republic of Indonesia No.5 dated January 17th 1992, Supplement No. 210.In addition, the company’s Articles of Association
had been revised several times, and the last revision was in 2019, based on the Deed of Notary Ashoya Ratam, S.H., MKn., No.
32, dated June 21, 2019, was approved by the Minister of Justice of the Republic Indonesia by Decree Number AHU-
0032595.AH.01.02, June 21st 2019. Furthermore, in 2020, Telkom Indonesia (based on Articles of Association), has changed its
name to be PT Telekomunikasi Indonesia Tbhk or abbreviated PT Telkom Indonesia (Persero) Tbk in Indonesia Stock Exchange
(IDX).t

PT Telkom Indonesia (Persero) has a composition of shares owned by the majority by the Government of the Republic of Indonesia
at 52.09%, while the shares owned by the public are only 47.91%. In addition, the shares owned by the public are also split between
foreign ownership of 33.33% and local ownership of 14.58% as can be seen in Figure 1 below.

PT Telkom Indonesia (Persero)
Government of Republic of Indonesia (52.09%)
Share Series A and B

Public (47.91%)
Share Series B
Foreign Shareholder (33.33%)

Local Shareholder (14.58%)

Figure 1: Share Composition of PT Telkom Indonesia (Persero)(Source: https: //telkom.co.id)

In Indonesia, PT Telkom Indonesia (Persero) has a major role in providing communication networks. Until 2020, PT Telkom
Indonesia (Persero) has served 8 million internet customers through Indi home services and also 9.1 million telephone subscribers.
In addition, as a commercial company, PT Telkom Indonesia (Persero) also serves 169.5 million cellular service users, 1,703
corporate users, and 339,182 small and medium enterprises.

! PT Telkom Indonesia (Persero). (2020). Yearly Performance Report of 2020: Digitizing the Nation to Create Opportunities for

Sustainable Future. Jakarta, December: TLKM.
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Itis generally believed that every corporation has a responsibility to retain the confidence of stakeholders, including the government
as the largest shareholder, the community as consumers of communication services, creditors, suppliers, and other parties with
direct or indirect interests in the company. In that case, maintaining good financial ratios in the face of changing company situations
is one method to keep stakeholders' trust. Furthermore, analyzing the financial ratio should be performed regularly so every
problem can be prevented. By doing this, the company will also be able to evaluate the efficiency and effectiveness of the process
and activities to achieve high profitability. The financial performance also can help management to see the prospects and
development of the company by looking up to how they utilize resources. Generally, companies use 5 types of financial ratios to
perform the analysis as can be seen in Figure 2 as follows. 2

Financial Ratios

Profitability Ratios
Liquidity Ratios
Working Capital Ratios
Asset Usage Ratios

Efficiency Ratios

Figure 2: Financial Ratio
(Source: Accounting Texts and Cases 13™ Edition, processed by authors,2021)

The main goal of financial ratio analysis is to get a picture of a company's strengths and weaknesses in its financial situation at the
time of assessment. By using this data, the management of the company will learn about the company's advantages and
shortcomings based on the findings of the analysis. Moreover, this data also can assist managers in decision making about the
policy of the company, as well as allowing them to make key decisions to prevent problems that might happen in the future.

On the other side, financial ratio analysis is not only crucial for the company's management but also for its external stakeholders
to acquire an overview of a company's financial progress. They can determine whether or not to continue investing their cash in
the firm if they are aware of its financial performance. Besides that, financial ratio analysis also can be used to reveal how the
company overcome problems in past years. Other benefits may be acquired by comparing the number of financial ratios to the
defined requirements, such as determining whether the firm is above or below the competitors in specific financial elements. If the
company falls short of the benchmark, the management will investigate the circumstances that led to the low ratio, and then devise
a financial strategy to achieve a better company's ratio.

In 2020, businesses all over the world were shaken violently by the Pandemic of Covid-19 which was spreading rapidly across the
globe. Many countries in the world have imposed lockdowns and closed various public services. The virus that originated in
Wuhan, China entered Indonesia in mid-March 2020 and caused various social and economic problems, including many companies
that were unable to operate and eventually collapsed. The wave of layoffs continued until late 2020, causing hundreds of thousands
of families to suffer from income loss.

Based on a survey from the Ministry of Manpower of the Republic of Indonesia and INDEF conducted on 1,105 sample companies
spread across 32 provinces in Indonesia, 88% of companies in Indonesia were directly affected by the Covid-19 Pandemic.® The
impact experienced was very severe, especially due to the decline in sales and restrictions on activities (implementation of work
from home) so that the company had to reduce production levels significantly. Consequently, some companies’ financial ratios
were also confirmed to be deteriorating resulting in a loss of confidence of the investors and eventually making them collapse.
However, not only small companies were affected, as reported by CNBC Indonesia on August 24, 2020, 11 large companies in
Indonesia also terminated their employment due to operational decline, including PT Air Asia Indonesia Tbk, PT HM
SampoernaTbk, PT GMF AeroAsiaTbk, and so forth.

The various impacts faced by the company during the Covid-19 pandemic, especially due to the reduction in operational activities,
caused management to have to think of various ways to maintain healthy financial ratios. Based on the publication of the survey
of business actors volume 2 from the Central Statistics Agency, 6.78% of companies stopped operating, while companies that were
still operating made efforts to maintain their survival in the ways as shown in Table 1 below.

2 Hawkins, David, Kenneth A. Merchant. (2012). Accounting Texts and Cases 13" Edition. United States of America: The McGraw-
Hill Companies Inc. page 370

8 Ministry of Manpower of the Republic of Indonesia Publication Report. (2020). https://kemnaker.go.id/news/detail/survei-kemnaker-
88-persen-perusahaan-terdampak-pandemi-covid-19. Date: November 24, 2020. Accessed on October 30, 2021
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Table 1: The efforts to maintain the company’s survival during the pandemic of Covid-19

No. Company Efforts Percentage
1 Transforming marketing model 28.37%
2. Reducing operational cost 25.73%
3. Seeking cheaper raw material 20.35%
4. Doing nothing 14.37%
5. | Altering or adding product variety 13.75%
6. Cutting salaries 12.23%
7. | Selling personal assets 11.68%
8. Debt rescheduling 9.40%
9. Mortgaging assets 6.39%
10. | Selling operational assets 3.34%
11. | Changing locations 2.94%
12. | Releasing ownership of shares 0.89%

(Source: https://bps.go.id, processed by authors,2021)

Nonetheless, during the outbreak of the infectious virus of Covid-19, upper management of companies need to take a hard decision
to prevent the spread of the disease. From this condition, a policy to maintain distance at the workplace and work from home must
be commenced as the countermeasures. Workers need to do their tasks at or from a remote location. The problems are exacerbated
due to government enforcement to stop public services like schools or sports. Eventually, those situations led to an increase in the
demand for digital communication and a new market for communication emerged.

Based on the Inter-American Development Bank paper: The Impact of Digital Infrastructure on the Consequences of COVID-19
and on the Mitigation of Future Effects (November 2020) that telecommunications are projected to have saved each country
between 20 and 25% of GDP.* telecommunication infrastructure and services play a critical role in keeping individuals and
companies connected and running to adapt to new realities and maintain typical routines. All education, work, and pleasure
activities are done online so there has been a significant increase in the global use of digital technology in recent years. It
demonstrates that the telecommunications sector is a critical reason for not only connectivity but also production, to keep the globe
moving forward despite the pandemic's interruption.

As a state-owned company, PT Telkom Indonesia (Persero) has a natural competitive advantage. Competitive advantage is a
company’s ability to perform in one or more ways that competitors cannot or will not match and few competitive advantages are
inherently sustainable.® In this case, PT Telkom Indonesia (Persero) gets full support and incentives from the government as their
inherently sustainable competitive advantages. Further, PT Telkom Indonesia (Persero) gets convenience in term of expanding its
market through all channels included in collaboration to all ministries and other state (regional) owned companies.

Telecommunications services are an industry that has a high barrier of new entrants due to the large capital requirement. The
Covid-19 pandemic has had a profound impact on people’s lives on an immeasurable scale. However, for PT Telkom Indonesia
(Persero), those difficulties caused by the pandemic are seen as opportunities to fasten digitalization by providing advanced
technological support and services. Becoming a part of the state-owned enterprises, PT Telkom Indonesia (Persero) has the spirit
to ease the problems of the people and the Indonesian Government by giving a hand to the victims of pandemics. PT Telkom
Indonesia (Persero) provides various kinds of solutions to the public using integrated digital communication that is supported by
state-of-art infrastructure, advanced digital platforms, and user-friendly services.

On the other hand, competing companies are also starting to follow by providing similar services to society. A large digital market
becomes very interesting to ignore, so PT Telkom Indonesia (Persero) must always be vigilant to maintain a competitive advantage
and keep innovating so it can continue to retain the market leadership in the future.

LITERATURE REVIEW

According to Prastowo and Yulianti (2005:57), there are four purposes of financial statement analysis, such as:

a. Asascreening tool, it is used as a tool to choose alternative investments or mergers.

b. Asa forecasting tool, it is utilized to forecast the performance of future finances.

c. Asadiagnostic process, it is related to helping management solve financial problems.
For managers or company leaders, financial reports are very useful to help implement, plan, and control the company's operations.
For the government, it has the purpose to be used as the basis for determining taxes or in the context of formulating certain policies.
Last but not least, for investors, financial reports analysis can help them to assess the risks and rewards inherent in the development
of the investments they make. Shareholders are also interested in financial statement analysis to evaluate whether the company has
the ability to pay dividends.

4 Inter-American Development Bank (Institution for Development Sector): Discussion Paper (November 2020): The Impact of Digital
Infrastructure on the Consequences of COVID-19 and the Mitigation of Future Effects

5 Philip Kotler, Kevin Lane Keller, Swee Hong Ann, Ching Tiong Tan, Siew Meng Leong. (2018). Marketing Management ; An Asian
Pespective. Pearson. Seventh Edition. pp 324
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PT Telkom Indonesia (Persero) as a state-owned enterprise in carrying out its operations must comply with the provisions contained
in the Decree of the Minister of State-Owned Enterprises Number KEP-100/MBU/2002 concerning Assessment of the Health
Level of State-Owned Enterprises, especially for entities engaged in the field of non-infrastructure business. The finances of State-
Owned Enterprises must always be in a healthy condition to avoid distrust of society and benefit the welfare of thenation. If the
company is not able to carry out operations in a healthy condition, for example, always suffers losses, the government as the
majority shareholder may withdraw or dissolve the company.

METHODS

This study will evaluate and assess whether PT Telkom Indonesia (Persero) is a healthy company using the financial ratio analysis
method for the financial reporting period from 2016 to 2020 which were gathered from the website of PT Telkom Indonesia
(Persero) which was published by the firm for public. In addition, this study will also try to assess the company's efforts to maintain
healthy financial ratios even when hit by the wave of the Covid-19 pandemic in early 2020.

In developing this research framework, several things will be carried out as follows:

a. collect financial report publications from PT Telkom Indonesia (Persero) from the year 2016 to 2020 and make
comparative financial statements;

b. conduct an assessment of financial ratios to assess the company's financial credibility, especially for State-Owned
Enterprises engaged in non-financial services or non-infrastructure based on the Decree of the Minister of State-Owned
Enterprises Number: KEP-100/MBU/2002 concerning Assessment of the Health Level of State-Owned Enterprises, then
using the Three-Step Du Pont Model and Weighted Scoring Method for further analysis of financial ratios to determine
the firm’s financial statements;

c. analyze problems or anomalies in the financial statements and their financial ratios;

d. analyze the method taken by the company to maintain competitive advantage, especially during the Covid-19 pandemic;
and

e. provide the conclusions and recommendations needed after the research has been carried out.

DATA ANALYSIS

A. Comparative Financial Report

As of the end of 2020, PT Telkom Indonesia (Persero) had a total number of assets valued at Rp246,943 billion (US$17,576
million), rising about 11.6%compared to the previous year's reporting period (Rp221,208 billion).The rise of value was caused by
an increase in cash and cash equivalents, contract assets, other current financial assets, prepaid taxes, inventory, right-of-use assets,
fixed assets, long term in financial instruments, contract fee, deferred tax assets, intangible assets as well as long-term investments
in debt and equity instruments. On the liability side, PT Telkom Indonesia (Persero)recorded total liabilities of Rp126,054 billion
(US$8,972 million), this amount was also increased from total liabilities in 2019 (about 21.3%) which was recorded at Rp103,958
billion. These changes occurred due to advancements in rental liabilities, pension expense and benefits, accounts payable, and
equity instruments.

In more detail, the increase in asset value is directly related to debt. There is a new asset component in the form of contract assets
that did not exist in previous years. In addition, other current financial assets also experienced a significant increase of 135.2% to
Rp 1,303 billion. A high increase also occurred in long-term investment in financial instruments, which rose to 284.14%. However,
for long-term investment in associates, there was a sharp decline of 84.13% with a final value of Rp 192 billion. Lastly, other non-
current assets also experienced a significant decline of up to 55.68%.

The company net worth also increases in accordance with the company's profit and some of the net profits are used to pay
dividends.PT Telkom Indonesia (Persero) and its affiliates companies recorded the sum of equity reaching Rp120,889 billion
(US$8,604 million) in 2020, which means that the value increased 3.1% or Rp3,639 billion compared to the previous period. These
data can be seen clearly in Table 2 below.
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Table 2: Comparative Balance Sheet

PT Telkom Indonesia (Persero)
Comparative Balance Sheet
From the year 2016 until 2020 (Billion Rupiah)

ASSETS | 2020 2019 2018 2017 2016

Cash and cash equivalents 20.589 18.242 17.439 25.145 29.767
Other current financial assets 1.303 554 1.304 2.173 1.471
Third Party Accounts Receivable 9.695 10.005 9.288 7.677 6.469
Contract assets 1.036 o] 0

Other receivables 214 292 727 342 537
Piutang Berelasi 1.644 1.792 2.126 1.545 894
Inventory 983 585 717 631 584
Assets available for sale 10 3
Contract fee 454 o] 340

prepaid taxes 3.170 2.569 2.749 1.947 2.138
Tax refund bill 854 992 596 908 592
Other current assets 6.561 6.691 7.982 7.183 5.246
CURRENT ASSETS 46.503 41.722 43.268 47.561 47.701
Contract assets 203 o 0

Long-term investments in financial instruments 4.045 1.053 2.472 2.148 1.847
Long-term investment in associates 192 1.210 0

Contract fee 1.254 o 0

Fixed assets - after deducting accumulated depreciation 160.923 156.973 143.248 130.171 114,498
Right of Use Assets 18.566 0 0

Prepaid pension benefit expense 199
Intangible assets - after deducting accumulated amortization 6.846 6.446 5.032 3.530 3.089
Deferred Tax 3.578 2.898 2.504 2.804 769
LIABILITIES 2020 2019 2018 2017 2016
Accounts Payable to Related Parties 928 819 993 896 1.547
Third Party Accounts Payable 16.071 13.078 13.773 14.678 11.971
Contract liability 7.8349 - -

Other Debt 578 449 448 217 172
Short term bank loan 9.934 8.705 4.043 2.289 911
Long term loan maturing in one year 9.350 8.746 6.296 5.209 4.521
Lease liability maturing within one year 5.396 764 -

Taxes Payable / Taxes still to be paid 2.713 3.431 1.180 2.790 2.954
Expenses that still have to be paid 14.265 13.736 12.769 12.630 11.283
Unearned income - short term - 7.352 5.190 5.427 5.563
Deposit on customer 2.0249 1.289 1.569 1.240 840
CURRENT LIABILITIES 69.093 58.369 a6.261 a5.376 39.762
Deferred tax liability - net 561 1.230 1.252 933 745
Unearned income - long term - 803 652 524 425
Contract liability 1.004 - -

Liability estimated years of service 1.254 1.066 852 758 613
Estimated liability for pension benefits and other post-employment benefits 12.976 8.078 5.555 10.195 6.126
Long-term loan - after deducting part 30.561 32.293 33.748 27.974 26.367
of maturing in one year

Lease liability 10.221 1.576 -

Other liabilities 384 543 573 594 29
NON CURRENT LIABILITIES 56.961 45.589 42.632 40.978 34.305
Capital stock 4.953 4.953 4.953 5.040 5.040
Additional paid-in capital 2.711 2.711 2.455 4.931 4.931
Recovered share capital (2.541) (2.541)
Other equity components 374 408 507 387 339
Retain earning - - -

Usage has been determined 15.337 15.337 15.337 15.337 15.337
Usage has not been determined 79.152 76.152 75.658 69.559 61.278
Total equity attributable to:

Owner of parent entity - net 102.527 99.561 98.910 92.713 84.384
Non-controlling interests 18.362 17.689 18.393 19.417 21.160
NET WORTH 120.889 117.250 117.303 112.130 105.544

TOTALLIABILITIES&NETWORTH 24643 221208 206196 198484  179.611
(Source: PT Telkom Indonesia (Persero)’s Financial Report, processed by authors,2021)

Table 3 below illustrates that by the end of 2020, PT Telkom Indonesia (Persero)managed to gain a good income valued at Rp136.5
trillion or grew by 0.7%compared to the previous year. It means that the company could maintain a high degree of income with
EBITDA reaching Rp72.1 trillion or (grew 11.2%) and the net profit also rising about 11.5% with Rp20.8 trillion compared to
2019.Revenue performance grew positively with the astonishing level, even during the situation of the pandemic of Covid-19 and
the rising of multiple competitors in the communication sector.
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Table 3: Comparative Income Statement

PT Telkom Indonesia (Persero)
Comparative Income Statement
From the year 2016 until 2020 (Billion Rupiah)
From the year 2016 until 2020

INCOME STATEMENT | 2020 2019 2018 I 2017 2016 l
SALES 136.462 135.567 130.784 128.256 116.333

COSTS AND EXPENSES

Operation, maintenance, and telecommunication service expenses (34.593) (42.226) (43.791) (36.603) (31.263)

Depreciation and amortization expenses (28.892) (23.178) (21.406) (20.446) (18.532)

Employee expenses (14.390) €13.012) (13.178) (13.529) (13.612)

Interconnection (5.406) (5.077) (4.283) (2.987) (3.218)

General and administrative expenses (6.511) (6.696) (6.137) (5.260) (4.610)

Marketing expenses (3.482) (3.724) (4.214) (5.268) (4.132)

Foreign exchange loss - net (86) (86) 68 51 (52)

Other income - net 403 826 1.002 1.039 750

Miscellanecus expenses (1.320) (2.469)

OPERATING PROFIT 43.505 42.394 38.845 43.933 39.195

Funding income 799 1.092 1.014 1.434 1.716

Funding fee / expenses (4.520) (4.240) (3.507) (2.769) (2.810)

Net profit/loss of associates (246) (166) 53 61 88

Loss on decline in investment value (763) (1.172)

PROFIT BEFORE INCOME TAX 38.775 37.908 36.405 42.659 38.189

(Expense) INCOME TAX BENEFITS

Current tax (9.798) (10.619) (9.432) (11.357) (10.738)

Deferred tax 586 303 1.399 1.721
(2.212) (10.316) (2.426) (92.958) (9.017)

CURRENT YEAR PROFIT 29.563 27.592 26.979 32.701 29.172

OTHER COMPREHENSIVE INCOME (LOSS)

Other comprefiensive incorme (o be reclassified

to profit or foss in the following period:

The difference in the translation of the financial statements is5 (105) 146 24 (40)

Net change in fair value of available-for-sale financial assets 3 & (10) 20 -

Share of other comprehensive income of associates 1 16 (14) 1) (1)

Other comprefiensive income that wilf not be

reclassified to profit or loss in the following period:

Actuarial loss - net (3.596) (2.109) 4.820 (2.375) (2.058)

Another comprehensive loss - net (3.577) (2.192) 4.942 (2.332) (2.099)

TOTAL COMPREHENSIVE PROFIT FOR THE YEAR 25.986 25.400 31.921 30.369 27.073

Profit for the year attributable to:

Parent entity owner 22.145 19.352

Non-controlling interests 10.556 9.820

32.701 29.172

Total comprehensive income for the year that can be

attributed to:

Parent entity owner 17.595 16.624 18.032 19.952 17.331

MNon-controlling interests 8.391 8.776 8.947 10.417 9.742
25.086 25.400 26.979 30.369 27.073

BASIC EARNINGS PER SHARE

(in full amount)

Earnings per share 210 188 182 229 196

Earnings per ADS (100 Series B shares per ADS) 21.001 18.840 18.203 22.355 19.619

(Source: PT Telkom Indonesia (Persero)’s Financial Report, processed by authors,2021)

The largest contribution to PT Telkom Indonesia (Persero) and subsidiaries’ revenue in 2020, which amounted to 61.5%, still came
from the Mobile segment, amounting to Rp83,72 billion. This number followed by the consumer segment with 15.4% or Rp20,957
billion. After that, the revenue contributed by the enterprise segment at 13.0% or Rp17,729 billion and the wholesale segment at
9.9% or Rp13,501 billion. The others segment contributed the least, amounting to Rp219 billion, or 0.2% of the total revenues of
PT Telkom Indonesia (Persero) and its affiliates.

From an operational perspective, PT Telkom Indonesia (Persero) experienced declining growth in the number of cellular customers
from 171.1 million in the previous period to 169.5 million customers by the end of 2020. The number of broadband users grew
exponentially from 117.3 million in 2019 to 123.9 million users at the end of the year. On the contrary, the number of fixed-cable
telephone customers continues its negative trends, declining from 9.3 million to 9.1 million users. The decrease in the number of
fixed telephone customers indicates a shift in consumer’s behaviour towards internet-based communication, which is pushed
forward by the global pandemic.

In 2020, the enterprise segment also faced a similar trend with the operational segment in which the total income was declining
from Rp18,701 billion in 2019 to Rp17,729 billion in 2020. This revenue continued to go down by 5.2% or Rp972 billion because
telecommunication revenues were decreased by Rp1,483 billion or 25 .7%. This problem derived from peripheral and management
services and terminals which are failed to grow reached only Rp1,109 billion and Rp440 billion, respectively. It is also believed
that the root cause of those problems was some project delays as a result of the Covid-19 pandemic and a strategy shift to focus on
low-margin revenues. Fortunately, this decrease could be alleviated by a rising income from big-data, internet, and information
services of Rp835 billion or 9.7%. This growth mainly came from the increase of the data Centre usage and cloud storage business
revenue managed by a subsidiary called Telkom Sigma. Meanwhile, total expenses by the end of 2020 were recorded at Rp19,464
billion declining by Rp1,318 billion or 6.3% from Rp20,782 billion at the end of 2019. This caused the enterprise segment to
experience a loss of Rp1,735 billion. The comparison of the data can be seen in Table 4 below.
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Table 4: Enterprise segments performance comparison

2020-2019 2020 2019 2018
Segmen Enterprise
(%) (Rp millar) (US$ juta) (Rp miliar) {Rp miliar)
Pendapatan (5,2) 17.729 1.262 18.701 21.054
Beban (6,3 (19.464) (1.385) (20.782) (21717
Hasil 16,6 (1.735) (123) (2.081) (B63)

(Source: PT Telkom Indonesia (Persero)’s Financial Report of 2020)

Table 5 indicates that good news came from the consumer segment that managed to gain revenue that reached Rp20,957 billion.
This value skyrocketed by Rp3,251 billion or 18.4% compared to the previous year. This huge increase was induced by fiber optic-
based internet services called Indihome with an exponential increase of Rp3,744 billion or 23.3% which was caused by the growth
of Indihome customers up to 8 million users. However, the telephone revenues were still declining sharply byRp476 billion or
30.9% compared to previous performance. It can be said that the company managed to do operation efficiently because the expense
only rose slightly than the previous year despite the sudden increase in revenue. It is proven that the company managed to achieve
huge success in the Consumer segment by recording a segment profit of Rp9,235 billion in 2020, a strong increase of 50.7%
compared to 2019. Indihome's profitability was also getting better with an EBITDA margin of 38.9%, a significant increase
compared to 33.9% compared to the previous year.

Table 5: Consumer segments performance comparison

2020-2019 2020 2019 2018
Segmen Consumer
(%) (Rp miliar) (US% juta) (Rp miliar) (Rp miliar)
Pendapatan 18,4 20.957 1.492 17.706 13.891
Beban 1.2 (M.721) (834) (M.577) (N.739)
Hasil 50,7 9.236 658 6129 2152

(Source: PT Telkom Indonesia (Persero)’s Financial Report of 2020)

The data in Table 6 shows that in general, PT Telkom Indonesia (Persero)'s cash and cash equivalents are in a good position with
a value of Rp20,589 billion (US$1,466 million). The largest money flow came from operating activities amounting to Rp65,317
billion. However, the net cash flow from investing activities was negative Rp35,256 billion, which was partly caused by acquiring
fixed assets and infrastructure as well as other investments. The total cash flow from the funding was negative Rp27,753 billion
because it was used, among others, for payment of dividends and loans throughout 2020.
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Table 6: Comparative Cash Flow Statement

PT Telkom Indonesia (Persero)
Comparative Cash Flow Statement
From the year 2016 until 2020 (Billion Rupiah)

CASH FLOW STATEMENT 2020 2019 2018 | 2017 2016
CASH FLOW FROM OPERATING ACTIVITIES
Cash receipts from customers and other operators 133.610 135.372 127.855 125.111 116.116
Receipt of tax refund 4,687 1.446 2.578 585 -
Revenue from interest income 806 1.093 1.036 1.431 1.736
Cash payments for expenses (40.533) (56.787) (54.099) (49.604) (42.433)
Payment of corporate and final income tax (11.452) (10.348) (10.375) (11.846) (11.304)
Cash payments to employees (11.057) (11.370) (12.657) (11.739) (11.207)
Payment of interest expense (4.768) (4.358) (3.735) (3.133) (3.455)
Short term and low value rental payments (3.731)
Payment of value added tax - net (2.593) (861) (3.434) (1.942) (2.696)
Other cash receipts - net 348 762 (1.498) 542 474
Net cash flow generated from operating activities 65.317 54.949 45.671 49.405 47.231
CASH FLOW FROM INVESTMENT ACTIVITIES
Disbursement of time deposits and available-for-sale financial assets - net 2.159
Proceeds from the sale of fixed assets 236 1.4% 629 1.367 765
Result of insurance claim 234 197 71 155 60
Receipt of dividends from associates 5 11 - 28 23
Purchase of fixed assets (29.560) (35.131) 153 (32.294) (26.787)
Advance payment for purchase of fixed assets (490) (1.338)
Placement of time deposits and available-for-sale financial assets (676) (983)
Addition of long-term investments in financial instruments (2.809) (144) 9 (269) (43)
Purchase of intangible assets (2.538) (2.008) (31.562) (508) (1.098)
(Places on) proceeds from other current financial assets - net (796) 1.147 (2.972)
Addition of long-term investments in associates (28) (588) (420) (138)
Proceeds from the disposal of the subsidiary - 395 (337)
Business acquisition after deducting cash earned - (1.166) (761) (243) (137)
Purchase of other assets (77) (40)
Net cash flow used for investing activities (35.256) (35.791) (35.090) (33.007) (27.557)
CASH FLOW FROM FUNDING ACTIVITIES
Disbursement of bank loans and other loans 24.469 26.524 35.364 12.169 7.479
Sale of reacquired shares 3.259
Payment of bank loans and other loans (24.380) (18.983) (27.113) (9.289) (10.555)
Payment of cash dividends to shareholders of the Company (15.262) (16.229) (16.609) (11.627) (11.213)
Payment of cash dividends to non-controlling shareholders of subsidiaries (7.778) (9.618) (10.134) (12.355) (7.058)
Payment of rental obligations (4.802)
Receipt of paid-in capital in subsidiaries from non-controlling shareholders 59 34 50 183
Net cash flow used for financing activities (27.753) (18.247) (18.458) (21.052) (17.905)
NET INCREASE OF CASH AND CASH EQUIVALENTS 2.308 911 (7.877) (4.654) 1.769
IMPACT OF EXCHANGE EXCHANGE ON CASH AND CASH EQUIVALENTS 39 (108) 171 32 (119)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 18.242 17.439 25.145 29.767 28.117
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 20.589 18.242 17.439 25,145 29.767

(Source: PT Telkom Indonesia (Persero)’s Financial Report, processed by authors,2021)
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B. Comparative Financial Ratios
Using the calculating method based on: Hawkins, David, Kenneth A. Merchant. (2012) Accounting Texts and Cases 13%
Edition and the Decree of the Minister of State-Owned Enterprises Number: KEP-100/MBU/2002 concerning Assessment of
the Health Level of State-Owned Enterprises, then the financial ratios of PT Telkom Indonesia (Persero) areshown in Table

7 below:®
Table 7: Financial Ratio Comparison from 2016 to 2020
INDICATOR RATIO | 2020 2019 2018 | 2017 | 2016
1. OVERALL PERFORMANCE MEASURES
1. Price / earning ratio 15,76 21,07 20,60 19,86 20,29
2. Return on assets 13% 14% 14% 18% 18%
3. Return on Invested Capital 19% 19% 19% 23% 23%
<.a. Return on shareholder's equity 24% 24% 23% 29% 28%
4.b. Imbalan Investasi/Return On Investment (ROI) 79% 95% 92% 92% 87%

2. PROFITABILITY MEASURES

5. Gross Margin Percentage 32% 31% 30% 34% 34%
6. Profit Margin 22% 20% 21% 25% 25%
7. Earning Per Share 210,01 188,40 | 182,03 223,55 196,19
8. Cash Realization 2,21 1,99 1,69 1,51 1,62
3. Tests of Investment Utilization
9. A Turnover 34% 43% 43% 48% 45%
10. Invested Capital Turnover 0,77 0,83 0,82 0,84 0,83
11. Equity Turnover 1,13 1,16 1,11 1,14 1,10
12. Capital Intensity 0,85 0,86 0,91 0,99 1,02
13. Day's Cash 117,30 95,13 90,24 146,71 193,54
14. Day's Receivables (or collection period) 25,93 26,94 25,92 21,85 20,30
15. Day's Inventory 3,86 2,29 2,85 2,77 2,85
16. Inventory turnover 94,56 159,27 128,23 131,549 127,86
16. Inventory turnover (Days) 2,63 1,58 2,00 1,80 1,83
17. Working Capital Turnover 4,11 5,60 30,72 37,99 9,41
18. Current Ratio 67% 71% 94% 105% 120%
19. Acid-Test (quick) Ratio 48% 53% 67% 81% 98%

4. Tests of Financial Condition
20. Financial Leverage Ratio 2,04 1,89 1,76 1,77 1,70
20. Rasio Total Modal Sendiri Terhadap Total Asset

(TMS terhadap TA) 17% 19% 20% 21% 25%
21. Long Term Debt/Equity Ratio 47% 39% 36% 37% 33%
21. Debt/Equity Ratio 104% 89% 76% 77% 70%
22. Debt/Capitalization 32% 28% 27% 27% 25%
23. Time Interest earned 9,13 9,70 10,75 14,62 12,05
24. Cash Flow/Debt 52% 53% 51% 57% 64%
5. Tests of Devidend Policy
[25. Devidend Yield | 5%] 4% 4% 3%]| 2%
|26. Dividend Payout | 52%| 59%| 62%| 41%| 32%

(Source: PT Telkom Indonesia (Persero)’s Financial Report, processed by authors,2021)
C. The Three-Step DuPont Model

Table 8: Three-Step DuPont Model

Three-Step DuPont Model

RoE = NPM x TATO x Leverage

Net Income Net Income Revenue Total Assets

Shareholder Equity = Revenue * Total Assets xSharehoIder Equity

ROE = 29.563 X 136.462 X [246.943

136.462 | 246.943 120.889
ROE = 22% X 55% X 204%
ROE = 24%

(Source: PT Telkom Indonesia (Persero)’s Financial Report, processed by authors,2021)

Table 8 above shows how to calculate the Return of Equity (ROE) by using the three-step DuPont Model. By using this method,
it can be identified that the ROE value ofPT Telkom Indonesia (Persero) in 2020 was 24%, and this number can be said to be very
good. In addition, by the Decree of the Minister of State-Owned Enterprises Number: KEP-100/MBU/2002, the score of ROE can
be referred to as the highest for the value above 15 and it can be given a maximum score of 20. The scoring can be seen in Table
9.

6 Hawkins, David, Kenneth A. Merchant. (2012). Accounting Texts and Cases 13" Edition. United States of America: The McGraw-Hill
Companies Inc. page 380-381
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Table 9: List of ROE Scoring

Tabel 2: Daqgfrar skor penilaian ROE

o Skor
ROE (%) Infra Non Infra

15 = ROE 15 20
13 < ROE=<= 15 13.5 18
11— ROE —= 13 12 16
9 <=ROE == 11 10.5 14
7.9-ROE =0 o 12
6.6-ROE —= 7.9 7.5 10
5.3-ROE —— 6.6 6 8,3
4 ~ROE —= 5.3 5 7
2.5 -ROE-—4 4 3.3
1 “ROE —=2.5 3 4
0 <“ROE —— 1 1.5 =

ROE = 0 : o

(Source: Decree of the Minister of SOEs No.: KEP-100/MBU/2002)
RESULT AND DISCUSSION

The digital economy is the main topic for the modern socioeconomic society. This condition is commonly perceived by the people
of Indonesia because it drives the changes in consumer behaviour. The pace of digitalization continues to accelerate in 2020 due
to the pandemic. People need communication technology more than ever before. This adversity turned out to give new opportunities
toPT Telkom Indonesia (Persero) to provide some new invented products and services to fulfil customer needs, such as cellular
services, fibre optic-based broadband, voice over internet protocol, enterprise bundling services, global interconnection, and
satellite managed services.

During the assessment of the state-owned enterprises’ health, three main aspects are measured, namely financial, operational, and
administrative aspects. For the financial aspect, the Ministry of State-Owned Enterprises does not use all general financial ratios,
but only uses 8 financial ratios to measure whether a company is healthy or not. These eight ratios are measured using the weighted
scoring method with the maximum value for non-financial and non-infrastructure companies being 70. The highest weight of the
total value is in the return on equity ratio with a valuation of 20 or around 28.57% of the total weighted score of the valuation,
followed by the ratio of return on investment and equity to assets with a value of 15 and 10 respectively. The other six ratios only
weigh 5 out of a total value of 70 used. To do the assessment, firstly, the ratios for each year has to be calculated. After that, the
value is weighted using the standard that had been regulated by the Ministry of SOEs. Lastly, the results are compared using charts
to make them easy to understand. The following Table 10 is the assessment of the health results of SOEs of PT Telkom Indonesia
(Persero):

Table 10: Weighted Financial Performance ofPT Telkom Indonesia (Persero)

YEAR WEIGHT SCORE
Ratios Weight for Non-
Infrastucture 2016 | 2017 | 2018 | 2019 | 2020 | 2016 ‘ 2017 2018 2019 2020
Imbalan kepada pemegang saham/Return On Equity (ROE) 20 28% 29% 23% 24% 24%) 15| 15 15 15 15
Imbalan Investasi/Return On Investment (ROI) 15 87% 92% 92% 95% 79% 15| 15 15 15 15
Rasio Kas/Cash Ratio 5 98% B81% 67% 53%| 48% 5| 5 5 5 5
Rasio Lancar/Current Ratio 5 120% 105% 94% 71% 67%) il 3 1 1 0
Colection Periods 5 20,30] 21,85] 2592] 26,94 2593 5 5 5 5 5
Perputaran persediaan 5 1,83 1,80 2,00 1,58 2,63 5 5 5 5 5
Perputaran Total Asset/Total Asset Turn Over (TATQ) 5 45%|  48% 43% 43% 34%) 2,5 2,5 2,5 2,5 2
Rasio Total Modal Sendiri Terhadap Total Asset (TMS terhadap TA) 10 25%| 21%| 20% 19% 17%| 7,25 7,25 6 6 6
TOTAL BOBOT 70 58,75 57,75 54,5 54,5 53
FINANCIAL SCORING 84 82 77 77 75
AVARAGE FINANCIAL SCORE 79
GRADE A

(Source: PT Telkom Indonesia (Persero)’s Financial Report, processed by authors,2021)

From the data above, it can be seen that the overall score does not change much since 2016. It means that the company successfully
maintain their healthy performance apart from fiercer competition during the pandemic of Covid-19. However, the company need
to be aware of the decline in the current ratio and cash ratio. It needs to increase its sales immediately to keep those ratios at a
healthy level. The comparison can be seen in Figure 3 below.
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Figure3: Financial Performance Chart of PT Telkom Indonesia (Persero)
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(Source: PT Telkom Indonesia (Persero)’s Financial Report, processed by authors,2021)
Based on the calculation in Table 10 above, it can also be seen that PT Telkom Indonesia (Persero) has had a score between 54.75
to 58.5 for the last 5 years. If we convert it into an indicator of the health level of SOEs, the number will be 77 to 83 with an
average value of 81. The conversion of the weighted score can be seen in Table 11 below:

Table 11: Conversion of Financial Score based on Total Weighted Score

Categories Financial Scoring/FS (70% of TS) Total Weighted Score (TS) Grade
Healthy FS>66.5 TS>95 AAA
56<FS< =66.5 80 <TS< =95 AA
45.5<TS< =56 65 <TS< =80 A
Less Healthy 35<TS< =455 50 <TS< =65 BBB
28<TS< =35 40 <TS< =50 BB
21<TS< =28 30 <TS< =40 B
Unhealthy 14<TS< =21 20 <TS< =30 CcC
7<TS< =14 10 <TS< =20 CE
TS<=7 TS< =10 C

(Source: Decree of the Minister of SOEs No.: KEP-100/MBU/2002, processed by authors,2021)

The major achievement of the company is in 2018 in which PT Telkom Indonesia (Persero) was able to improve the grade from A
to AA by surpassing the score limit of 80. This positive trend continued until 2019, reaching the highest total weighted score of
83.57.

In 2020, Indonesia is facing the Covid-19 pandemic, but it can be said that PT Telkom Indonesia (Persero) managed to get through
it well. This is evidenced by the company's success in maintaining grade AA and instead of experiencing a slump, the
communications giant in Indonesia has managed to record an increase in profit, increase in net value, and maintain high returns on
equity and investment.

LIMITATIONS

The 3 aspects of the health assessment of SOEs based on the Decree of the Minister of State-Owned Enterprises Number: KEP-
100/MBU/2002 concerning Assessment of the Health Level of State-Owned Enterprises, this study only discusses one aspect,
namely the financial aspect. The financial aspect is the most important because it has the largest weight, which is 70 out of 100.
As an SOE, PT Telkom Indonesia (Persero) is obliged to contribute to the Indonesian government as the main shareholder. This is
important because the purpose of the establishment of SOEs is to provide benefits to the government by providing vital services
needed by the community.

CONCLUSIONS

Based on the discussion above, it can be concluded that PT Telkom Indonesia (Persero) is still able to maintain a healthy level of
financial ratios with a healthy Grade A. In other words, the company can be said to be successful in maintaining a competitive
advantage amid intense competition, especially during the Covid-19 pandemic. Compared to 2019, there was indeed a decrease in
the total score of financial ratio health, but this became meaningless considering the company was still able to record an increase
in profit in 2020.

It is believed that the company will have a bright future. This opinion is supported by the strength of the assets of large companies
and growth despite the waves of the pandemic. PT Telkom Indonesia (Persero) continues to increase networking capacity that is
vital to a communication company and also, they try to increase the capability to anticipate increasing customer’s needs in line
with the change of behaviour, for instance, the company try to adopt new technology of the 5G network to maintain competitive
advantage. Through strengthening connectivity, digital platforms, and services, it will be easier for companies to utilize various
opportunities that are uncertain in the future and also make them easy to thrive.
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The significant increase in profit is also an important indicator showing that this company has proven to be able to capture new
market share opportunities caused by the Covid-19 pandemic. This extraordinary event is generally detrimental, but for PT Telkom
Indonesia (Persero) which is engaged in the communication sector, this incident creates new opportunities where the majority of
offline services are switched to online services. Not only government services, but most types of services have the opportunity to
become a new market for PT Telkom Indonesia (Persero) including retail store sales. Growth opportunities mainly came from fibre
optic-based broadband services like Indihome, cellular business services, and enterprise partnership services whose existence is
vitaland strategic along with changes in the way of communicating and interacting, as well as new habits in doing life activities.
Supported by adequate capacity and its unrivalled state-of-art infrastructure, PT Telkom Indonesia (Persero) will be able to
maintain a competitive advantage to secure a leading position to capture future opportunities.

RECOMMENDATIONS

As a company with a natural competitive advantage and status as a state-owned enterprise, PT Telkom Indonesia (Persero) does
have few competitors. Collaborations to all parties, especially Ministries of Government Indonesia and State (Regional) Owned
Companies are needed to gain deep market and maximize profits, especially ministry of education where all students are practicing
online education in this pandemic era or government companies where all companies are implementing online meeting for cutting
their costs. However, the era of digitalization continues to grow at a rapid pace. The lure of a big market attracts big investors so
that the market barrier becomes meaningless. Competitors will also continue to improve their capabilities and capacities to capture
market share in the communications sector. Furthermore, to maintain financial ratios in a healthy condition while maintaining a
market share advantage, PT Telkom Indonesia (Persero) can make improvements as follows:

a. Improved asset utilization

It is undeniable that as the largest SOE in the communications sector, PT Telkom Indonesia (Persero) has enormous resources.
However, large assets will certainly bring large maintenance costs as well. This company must utilize assets as efficiently as
possible by leasing equipment while taking advantage of the available space in the building. This will bring in new sources of
income, as well as reduce costs incurred.

b. Tower expansion through co-location

Telkom has several competitors in the field of communication tower construction. This equipment is very expensive and requires
high maintenance costs. PT Telkom Indonesia (Persero) can reduce costs by increasing co-location services, namely tower services
together with other cellular operators so that they can reduce the cost of building new towers and reduce operational costs. With
this, it is expected that the company's profit can grow higher due to reduced costs.

¢. Reduce or eliminate fixed wireline (POTS) business

Users of landline telephone services with wires are now much reduced. Since 2018, there has been a significant decrease in users
from 11.1 million subscribers to only 9.1 million subscribers at the end of 2020. Until now, PT Telkom Indonesia (Persero) still
seems to be trying to maintain this line of business by offering bundling packages to Indihome service consumers through packages
" More for Less" which combines 3 services at once, namely the internet, IPTV, and cable telephone, but this becomes a boomerang
and does not increase sales. Due to the shift in behaviour, the majority of fixed-line subscribers have switched to mobile phones
and telephone services via the internet as provided by several social media platforms such as WhatsApp, Google Duo, Telegram,
and so on. Indihome consumers can feel burdened because of the bundling package with cable telephone service so that this service
will reduce satisfaction and make customers switch to competitors because of the value for money.

d. Reducing 2G/3G BTS and replacing it with 4G/LTE

The customer experience when they use the 4G/LTE network is very high, much different when the service uses a 2G/3G network.
Until now, there are still more than 124,000 BTS throughout Indonesia, while 4G BTS is only around 107,000. If this is not
corrected, competitors who are aggressively building 4G/LTE BTS can compete with PT Telkom Indonesia (Persero) and reduce
sales.

e. Improve Indihome Gamer service

The e-sports industry is an industry that is growing very fast so it is in demand by many people. PT Telkom Indonesia (Persero)
needs to pay more attention to this industry because this market is relatively new and there are not many competitors. In 2020,
Indihome Gamer 2.0 has successfully attracted 1.4 million subscribers to increase internet speed and increase sales.

f. Fast response of marketing division and customer service

The telecommunication business is currently one of the essential sectors to run the whole economic system, especially in this
pandemic Covid-19 situation. The increase of economic development across Indonesia will involve digital telecommunication
support to optimize production capacity and performance. Recently in 2020, the number of internet users in Indonesia is already
192 million users or approximately 72% of the total Indonesian population. This condition definitely will give an impact on the
amount of complaints users to customer services or the internet installing process. For this reason, the management of PT Telkom
Indonesia (Persero) needs to pay more attention to this aspect because once customers feel disappointed due to the slow response,
they will change their options to other internet providers (competitors).
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