












ATTACHMENT  2

ESSO MALAYSIA BERHAD

( Company Number 3927 V )

CONSOLIDATED BALANCE SHEET


AS AT END OF CURRENT QUARTER DEC 31, 1999
AS AT PRECEDING FINANCIAL YEAR END

DEC 31, 1998


RM'000
RM'000

ASSETS EMPLOYED :








FIXED ASSETS
1,047,845
1,068,026





LONG TERM ASSETS AND RECEIVABLES
182,901
167,953





CURRENT ASSETS



      Inventories
109,743
109,720


Receivables
 142,842
96,298


Amounts due from related companies
41,345
18,279


Cash and bank balances
33,990
5,350

TOTAL CURRENT ASSETS
327,920
229,647





CURRENT LIABILITIES



      Payables
200,204
222,739

      Amounts due to related companies
261,717
104,828

      Notes payable (unsecured)

135,000
150,000


Bank borrowings (unsecured)
165,422
170,175


Term borrowings (unsecured)
114,750
    - 

      Taxation
-
286


Proposed dividend
-
9,720

TOTAL CURRENT LIABILITIES
877,093
657,748





NET CURRENT ASSETS/(LIABILITIES)

(549,173)
(428,101)





DEFERRED TAXATION
(52,725)
(81,039)





PROVISION FOR RETIREMENT BENEFITS
(65,356)
(69,551)





TERM BORROWINGS (unsecured)
(215,000)
(264,768)





TOTAL NET ASSETS EMPLOYED :
348,492
392,520





FINANCED BY :



SHAREHOLDERS' FUNDS




Share Capital
135,000
135,000


Reserves





Capital Redemption Reserve
8,000
8,000



Retained Profit
205,492
249,520

TOTAL CAPITAL AND RESERVES :
348,492
392,520





ESSO MALAYSIA BERHAD
( Company Number 3927 V )

NOTES

1.
A statement that the same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the most recent annual financial statement or, if those policies or methods have been changed, a description of the nature and effect of the change.


The Company has applied the transitional provisions of International Accounting Standard No. 16 (Revised) Property, Plant and Equipment as adopted by Malaysia Accounting Standards Board which allow the freehold and leasehold land and buildings to be stated at their prevailing valuations less depreciation.


Other than the above, the accounting policies adopted by the company are consistent with those adopted in the previous years.

2.
The nature and amount of each exceptional item.

There were no exceptional items in the current financial period.


3.
The nature and amount of each extraordinary item.

There were no extraordinary items in the current financial period.

4.
Whether the tax figures contain any deferred tax and/or adjustment for under or over-provision in respect of prior years.





INDIVIDUAL PERIOD
CUMULATIVE PERIOD


CURRENT

YEAR

QUARTER

DEC 31, 1999
PRECEDING YEAR

CORRES-PONDING

QUARTER

DEC 31, 1998
CURRENT

YEAR

TO-DATE

DEC 31, 1999
PRECEDING YEAR

CORRES-PONDING

PERIOD

DEC 31, 1998


RM'000
RM'000
RM'000
RM'000









Current Taxation






-
Current
-
-
-
-


-
Prior year
2,771
-
2,771
-


-
Real Property Gains Tax
 -
-
-
-








          Deferred Taxation






-
Current year
(5,770)
 6,551
(28,300)
28,306


-
Prior year
-
-
-
-







          Total
(2,999)
6,551
(25,529)
28,306

5.
The amount of any pre-acquisition profits for the current financial year to date.

There were no pre-acquisition profits in the current financial period.


6.
The amount of profits on any sale of investment and/or properties for the current financial year to date.


Profit on compulsory acquisition of 2 pieces of land by the government during the period amounted to RM 2,597,000.

7.
The following particulars of any purchase or disposal of quoted securities by all companies except closed-end funds, insurance companies, stockbroking companies, financial institutions and such other companies as may be exempted by the Exchange:

(a)
total purchase and sales of quoted securities for the current financial year to date and profit/loss arising therefrom


RM

Total Purchases
-

Total Disposals
-

Total Profit / Loss on Disposal
-

(b)
investments in quoted shares as at end of the reporting period:


RM

Total investment at cost
-

Total investments at carrying value/book value 

(after provision for diminution in value)
-

Total investment at market value at end of reporting period
-

8.
The effect of changes in the composition of the company for the current financial year to date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.


There were no material changes in the composition of the company during the current financial period.


9.
Status of corporate proposals announced but not completed at the latest practicable date which is not earlier than 7 days from the date of issuance of this quarterly report.


There were no corporate proposals announced.

10.
Explanatory comments about the seasonality or cyclicality of operations.

Refer to note 18. 

11.
Details of issuance and repayments of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares for the current financial year to date.

The company did not issue or repay any debt or equity securities, repurchase shares or cancel shares during the financial period.

12.
Group borrowings and debt securities as at the end of the reporting period:

As at Dec. 31, 1999


RM '000
(a)
Short term borrowings (unsecured)



Short-term notes
135,000


Bank overdrafts
   5,422


Revolving credits
160,000


US Dollar term loan
114,750



415,172




======


The US Dollar term loan amounting to RM114,750,000 was reclassified from long term to short term borrowings.  It is repayable in full in year 2000.






(b)
Long term borrowings (unsecured)



Fixed rate term loan 
150,000



Floating rate term loan
65,000



======

13.
Details of contingent liabilities at the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.




As at Dec. 31, 1999



RM '000


Guarantees to third parties to secure housing and


     car loans for employees under the Company's


     benefits plan

922


Litigation and other claims against the Company

228  



---------




1,150



=====

14.
Details of financial instruments with off balance sheet risk at the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.


There were no financial instruments with off balance sheet risk transacted.

15.
Details of any pending material litigation at the latest practicable date which is not earlier than 7 days from the date of issue of the quarterly report.


There were no material litigation other than that disclosed in note 13 above.

16.
Segment revenue, segment result and segment assets employed for business segments or geographical segments, whichever is the company's primary basis of segment reporting for the current financial year to date. 


No segmental reporting required as the company is principally involved in the manufacturing and local marketing of petroleum products in Malaysia.

17.
Explanatory comments on any material change in the profit before taxation for the quarter reported on as compared with the preceding quarter.


Refer to note 18. 

18.
Review of the performance of the company and its principal subsidiaries, setting out material factors affecting the earnings and/or revenue of the company and the group.
A commentary by the directors on the results of the period reported on, identifying any material factors affecting the earnings and/or income of the company and group, together with any significant trend or event in this regard which may have occurred between the end of the reporting period and the latest practicable date which is not earlier than 7 days from the date of issue of the quarterly report.


As per chairman's statement to shareholders attached.

19.
A commentary on current year prospects, including the factors that are likely to influence the company's prospects.


Refer to note 18. 

20.
Explanatory notes for any (only applicable to the final quarter):


(a)
variance of actual profit from forecast profit (where the variance exceeds 10%)



Refer to note 18.

(b)

shortfall in the profit guarantee.




N/A
21.
Dividend:
To be completed if a decision regarding dividend has been made.

(a)
an interim/final ordinary dividend has/has not been declared/recommended;


(b)
(i)
amount per share (sen);



(ii)
previous corresponding period (sen);



(iii)
total dividend for the current financial year (sen);




(state whether amount is before tax, net of tax or tax exempt and if before 


tax or net of tax, state the tax rate)


(c)
date payable; and


(d)
in respect of deposited securities, entitlement to dividends will be determined on the basis of a record of depositors as at _________(dd/mm/yy)


No dividend has been declared for the fourth quarter.











ATTACHMENT  2

CHAIRMAN'S STATEMENT TO STOCKHOLDERS

Nineteen ninety-nine was a disappointing year for Esso Malaysia Berhad. The Company recorded an after tax loss of RM 44.0 million compared to an after tax profit of RM 68.4 million in 1998.

Although income tax was waived in 1999 and the economy began to recover in the second half of the year, the Company was most impacted by the deterioration of petroleum product margins for  most of the year. In refining, the cost of crude purchased continued to rise faster than prices for finished products. The lag in incorporating these rising costs through the controlled automatic pricing mechanism for marketing was further aggravated when the government reduced product cost recovery on LPG in the third quarter of the year. 

Revenues of RM 2,489 million in 1999 showed an increase of 10 percent over the RM 2,269 million in the previous year reflecting higher product prices. Sales volume declined from 81 thousand barrels per day (kbd) in 1998 to 77 kbd in 1999 due to weaker product demand, partly reflective of the higher prices.

Our introduction of the "Xchange" Card, a retail customer loyalty card programme was well received by the motoring public. This and other initiatives enabled us to improve upon our sales and share of the retail market in 1999. Our LPG sales further expanded, with strong sales of the 14 kilogram red cylinders introduced in 1998. Product demand in the aviation and industrial sectors remained weak despite some recovery in the economy. 

Throughput at the Port Dickson refinery was reduced to 64 kbd, 4 % lower than the 67 kbd recorded in 1998, due to lower product demand and poor margins which did not support processing for export. Several profit improvement projects at the refinery were completed during the year. The tie-in to the  Multi-Product Pipeline for the supply of jet fuel from the Port Dickson Refinery directly to the Kuala Lumpur International Airport was completed in March 1999. The Company also completed inter-refinery lines between our refinery and a neighbouring refinery in Port Dickson.  This has helped to reduce imports of LPG and exports of low sulphur waxy residue. 

The Company continued to maintain a strong focus on operating cost management and expenditure  reductions during the year. In view of the current economic environment, we made only selective investments to ensure the future growth of the Company.  Capital investments including long term leases amounted to RM 62 million, a decrease of 66% from 1998, mainly due to fewer acquisitions of service station land and construction of fewer stations. 

Safety, environment, health and operations integrity continued to be high priority areas for the Company. There were no lost time injuries by either employees or contractors working for the Company, and the number of delivery truck accidents decreased by 10% from 1998. A new initiative called the Loss Prevention System, which is a behavior based safety system was introduced in 1999. This system will further help to identify and eliminate any unsafe behaviours   and  practices from our operations. In recognition of the Company's safety achievements, the Malaysian Society of Occupational Safety and Health awarded the Grand Award to our refinery in Port Dickson and the Gold Award to our distribution and marketing operations.

The Company spent a total of RM6.5 million up through 1999 on Year 2000 compliance work. As a result, the Company experienced a smooth, incident free rollover to year 2000. 

Looking to 2000, the Malaysian economy is expected to record a higher growth rate. Although demand for petroleum products is expected to accelerate, pressure on gross margins is likely to continue.  Therefore, we expect that the business environment will be challenging and this will require continuing focus on the reduction of operating costs and enhancing growth in profitable business areas. We are well positioned to participate in the country's economic recovery, and return the Company to its previous level of profitability. In this respect, we will make selective investments to protect our market position for the future and will continue to improve efficiency and the effectiveness of our facilities.

The Board is not recommending any dividend payment for 1999 because of the loss for the year and because the Company's borrowings increased from RM585 Million in 1998 to RM630 Million. The Board views this action as a prudent move to strengthen the financial position of the Company. In addition, we anticipate that cash generation for year 2000 will be impacted by the Company's proposed equity participation in the Multi- Product Pipeline.

In November 1999, Exxon Corporation merged with Mobil Corporation to form Exxon Mobil Corporation which is now the ultimate holding company of Esso Malaysia Berhad. We will keep  our stockholders informed of any developments in Malaysia that might arise as a result of this merger.

There have  been some changes in the Board of Directors. Yang Berbahagia Tan Sri Hashim bin Aman has resigned from the Board with effect from January 1, 2000 after serving the Company for fifteen years. As his replacement, the Board has appointed Yang Berbahagia Tan Sri Syed Jalaludin bin Syed Salim as a new Director of the Company  with effect from February 15, 2000. I would like to thank Yang Berbahagia Tan Sri Hashim bin Aman for his many contributions to the Company and to welcome Yang Berbahagia Tan Sri Syed Jalaludin bin Syed Salim to our Board of Directors.

On behalf of the Board, I would also like to thank all our employees for their hard work and dedication to the Company and I would like to express my appreciation to all our stockholders, dealers and customers for their continued support during this challenging period.












Dato' Philip J. Dingle












Chairman of the Board












Kuala Lumpur











February 24, 2000
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