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The Directors of Esso Malaysia Berhad are pleased to announce the financial results of the Company for the quarter ended September 30, 2002. This unaudited interim report is prepared in accordance with MASB 26 "Interim Financial Reporting" and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the annual financial statements for the year ended December 31, 2001.

MANAGEMENT SUMMARY
Review of Performance

The Company's financial results deteriorated during the third quarter as rising crude oil costs pressured refining and marketing margins.  The third quarter after tax loss was RM 15 million, as compared to an after tax profit of RM 59 million for the same quarter last year.  This was the first quarterly loss for the Company in two years.  During the quarter, crude costs increased by over US$4 per barrel or 17%.  Product prices were unable to keep pace with the steep increase in crude costs resulting in a squeeze on both refining and marketing margins. Marketing margins in the controlled product sector were particularly weak due to pricing lag effects from the government's Automatic Pricing Mechanism (APM).  Refining margins were also adversely affected by the continuing impact of excess regional refining capacity on product prices.  Results for the quarter were the reverse of the situation experienced in the third quarter of last year when the Company benefited significantly from the decline in crude and product costs and the associated positive APM lag effects.  The third quarter after tax loss of RM 15 million was a decline of RM 18 million from the RM 3 million profit recorded in the second quarter and reflected a further weakening of market conditions.  

For the first nine months of 2002, the after tax loss was RM 2 million, versus a profit of RM 86 million in the same period last year.  Since the beginning of the year, crude oil costs have increased by US$10 per barrel or 54% and this has eroded marketing and refining margins throughout the period.

Faced with these difficult market conditions, the Company continued its efforts to strengthen the base business by increasing sales volumes to affiliates in Malaysia, by managing operating costs and by improving production capacity and reliability.  These initiatives helped to mitigate some of the impact of weaker margins. 

 
Revenue in the third quarter of 2002 was RM 1,050 million, about the same level as the third quarter of 2001.  Year-to-date revenue of RM 2,858 million was RM 213 million or 7 percent lower than the same period last year due to lower product prices.  Sales volumes totaled 97 thousand barrels of products per day in the third quarter of 2002, 2 percent higher than the same quarter last year.  For the first nine months of 2002, sales volumes were 98 thousand barrels per day, 8 percent higher than the same period last year. This improvement was driven by increased sales to other affiliates.  The company's sales volumes for the quarter and for the nine months were generally not affected by seasonal or cyclical factors. 
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MANAGEMENT SUMMARY (Continued)

In response to the weak market conditions, throughput at the Port Dickson Refinery was reduced to 79 thousand barrels per day (kbd) in the third quarter, compared to 82 kbd for the same quarter of last year.  The year-to-date throughput was 81 kbd, one percent higher than the same period last year.

Business Outlook


While sales volumes are not subject to cyclical factors, the Company's financial performance in the fourth quarter will largely depend upon the movement of crude costs and product price realizations. The business environment, over the near term, is expected to remain difficult because of the excess refining capacity in the region and continued pressure on refining margins.  Given these challenges, the Company will continue its efforts to reduce operating costs, to implement additional operating efficiencies and to enhance growth opportunities in profitable business areas. 

OTHER INFORMATION

For the nine months ended September 30, 2002, the Company did not transact in marketable securities or unquoted investments. Also, the Company did not enter into any financial arrangements with off balance sheet risk and did not make any announcements on corporate proposals. 
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CONDENSED INCOME STATEMENT (UNAUDITED) 

FOR THE QUARTER AND NINE MONTHS ENDED SEPTEMBER 30, 2002



Quarter ended
9 months ended




30.9.2002
30.9.2001
30.9.2002
        30.9.2001



Note
RM'000
RM'000
RM'000
RM'000
Revenues 

1,049,647
1,048,563

2,857,818

3,070,679

Other income

6,670
3,849

19,061

12,113

Cost of sales / Expenses

(1,073,434)
 (960,819)

(2,866,740)
(2,939,413)
(Loss) / Profit from operations

(17,117)
91,593


10,139

 143,379

Finance cost
 
       (4,413)
     (7,391)

     (13,649)

     (21,374)

(Loss) / Profit from ordinary 

  activities before tax

(21,530)
84,202


           (3,510)


122,005

Taxation

2
          6,677

 (25,674)

         1,306
    (36,580)

Net (loss) / profit for the period

(14,853)
58,528

(2,204)
85,425

  


========
=======

========

 ========

(Loss) / Earnings per ordinary


stock unit (sen)
3
(5.5)
21.7

(0.8)
31.6

  


========
=======

========

 ========

(The condensed income statement should be read in conjunction with the annual financial statements for the year ended December 31, 2001)
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CONDENSED BALANCE SHEET AS AT SEPTEMBER 30, 2002 (UNAUDITED)



 As at 
              As at


Note
30.9.2002        31.12.2001


RM'000
RM'000
NON CURRENT ASSETS

Property, plant and equipment
 
1,139,343
1,151,595

Long term assets and receivables

181,641
182,201

Intangible assets - software


15,807
 
16,795
TOTAL NON CURRENT ASSETS


1,336,791          
1,350,591
CURRENT ASSETS
Inventories

154,577
149,411

Receivables

117,323
249,910

Amounts due from related companies

97,087
86,243

Cash and bank balances


       548

10,896
TOTAL CURRENT ASSETS


369,535

496,460
CURRENT LIABILITIES

Payables


196,957
257,370

Amounts due to related companies


269,882
203,006

Borrowings
6
552,035
632,797

Taxation



11,360

37,173
TOTAL CURRENT LIABILITIES  

             
1,030,234     
1,130,346


NET CURRENT LIABILITIES

(660,699)          (633,886)

LESS: NON CURRENT LIABILITIES

Deferred taxation


71,675
95,204

Provision for retirement benefits 


     73,215
  
68,655





144,890

163,859

TOTAL NET ASSETS EMPLOYED


531,202
552,846



======
======


FINANCED BY:
SHARE CAPITAL

135,000
135,000

RESERVES

396,202
417,846
SHAREHOLDERS' EQUITY


531,202
552,846



======
======

(The condensed balance sheet should be read in conjunction with the annual financial statements for the year ended December 31, 2001)
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CONDENSED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2002



Issued and fully paid





ordinary stock of 



            RM0.50 each
Non-distributable




Number of

capital
Distributable




ordinary
Nominal
redemption
retained




stock unit
value
reserves
profits
Total


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



Balance as at December 31, 2001
270,000
135,000
8,000
409,846
552,846




Net loss for the 9 month period 
-
-
-
(2,204)
(2,204)

Dividends for the year ended

    December 31, 2001 (final)
-

-
-            
(19,440)     
(19,440)


________________________________________________________

 



Balance as at September 30, 2002
270,000
135,000
8,000
388,202
531,202

=============================================

(The condensed statement of changes in equity should be read in conjunction with the annual financial statements for the year ended December 31, 2001)
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CONDENSED STATEMENT OF CASH FLOWS (UNAUDITED)

FOR THE QUARTER  ENDED SEPTEMBER 30, 2002






9 months ended

                                                           
30.9.2002

RM'000 


CASH FLOWS FROM OPERATING ACTIVITIES



Net profit attributable to shareholders
(2,204)






Adjustments for non-cash items
71,492






Changes in working capital:



          Decrease in current assets
     116,577
   

          Increase in current liabilities
       12,847



-----------


Cash  generated from operations
     198,712






Interest / Tax / Retirement benefits payments                                                                         
(67,977)







-----------



Net cash flow from operating activities
130,735






CASH FLOWS FROM INVESTING ACTIVITIES



Purchase of property, plant and equipment
(43,134)


Proceeds from disposal of property, plant and equipment 
1,693


Decrease in long term assets and receivables 
            560



------------



Net cash flow from investing activities
(40,881)






CASH FLOWS FROM FINANCING ACTIVITIES



Bank borrowings:

-   new drawdown
190,000


-   repayment 
(250,000)


Dividends paid to shareholders
(19,440)



------------



Net cash flow from financing activities
(79,440)






NET INCREASE IN CASH AND CASH EQUIVALENTS
10,414






CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR              
      (9,901)



________


CASH AND CASH EQUIVALENTS AT END OF THE PERIOD                   
            513



=======


(The condensed statement of cash flows should be read in conjunction with the annual financial statements for the year ended December 31, 2001)
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NOTES TO THE INTERIM FINANCIAL STATEMENTS

1.
BASIS OF PREPARATION 


This interim report is unaudited and is prepared in accordance with MASB 26 "Interim Financial Reporting" and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the annual financial statements for the year ended December 31, 2001.


The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended  December 31, 2001. 

2.
TAXATION



Quarter ended
9 months ended



 
 30.9.2002
 30.9.2001             30.9.2002       30.9.2001



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


 Current Taxation
353
10,975
22,620
16,029



Prior year                              (397)                      -                   (397)
        (838)


 Deferred Taxation




Current year                       (6,633)
14,699
              (23,529)
21,389




                 
__________
                 
_________



                                        (6,677)
25,674                (1,306) 
36,580




=====
======
=====
=====

The effective tax rate was higher than the prevailing statutory tax rate because certain expenses were not deductible for tax purposes.  

3.
EARNINGS PER ORDINARY STOCK UNIT   



  Quarter ended
9 months ended




    30.9.2002
   30.9.2001          30.9.2002     30.9.2001

Net profit for the period (RM'000)
    (14,853)
         58,528
    (2,204)
  85,425


Number of ordinary stock unit               270,000
       270,000           270,000
  270,000



in issue ('000)

Basic earnings per stock unit (sen)             (5.5)             21.7
      
         (0.8)
            31.6



             =====          =====
              ====
          ====
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)

4.
DIVIDENDS 


The amount of dividends paid since December 31, 2001 are as follows:





    RM'000


In respect of the year ended December 31, 2001:

  


Final dividend per stock unit, paid on June 20, 2002:


Ordinary - 10 sen gross less income tax at 28%


     19,440





______




  19,440




 =====

The Company did not declare any dividends for the nine months ended September 30, 2002.

5.
CARRYING AMOUNT OF REVALUED ASSETS  


The carrying value of land and buildings is based on the valuation incorporated in the annual financial statements for the year ended December 31, 2001.
6.
BORROWINGS 


The Company's borrowings as at September 30, 2002 are as follows:




30.9.2002





RM'000


Short-term, unsecured


552,035





======







USD'000
RM'000






Borrowings include a floating rate term loan



at fixed exchange rate from a related party
50,000
190,000
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NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)

7.
CONTINGENT LIABILITIES 

The changes in contingent liabilities since December 31, 2001 are as follows:





As at

As at 




30.9.2002
30.12.2001



RM'000
RM'000


Guarantees to third parties to secure housing and



car loans for employees under the Company's



benefits plan  
181
350


Litigation and other claims against the Company

150

150






331

500




====

 ====

There has been a decrease in guarantees to third parties to secure housing and car    loans for employees under the Company's benefits plan.

There is no material litigation other than as disclosed above.
-9-

