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(Company Number 3927 V)


The Directors of Esso Malaysia Berhad are pleased to announce the financial results of the Company for the quarter ended December 31, 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 quarterly financial performance

The Company recorded an after tax loss of RM 6.4 million in the fourth quarter of this year, a RM 103.5 million decline from the after tax profit of RM 97.1 million in the same quarter last year.  The current quarter results were adversely affected by the continuing rise in crude and product costs.  Sales prices were unable to keep pace with the increase in costs, resulting in a continued squeeze on both refining and marketing margins.  This situation was the reverse of the fourth quarter of 2001, when we enjoyed good margins brought about by a sharp decline in product costs and the favourable lag effects associated with the government's Automatic Pricing Mechanism.

The Company's fourth quarter after tax loss of RM 6.4 million was an improvement over the RM 14.9 million loss in the third quarter as margins were slightly stronger.

Revenues in the fourth quarter of 2002 were RM 1.1 billion, an improvement of 7% over both the same period last year and the third quarter of this year.  The higher revenue was driven by higher average product realisations. 

Review of year-to-date financial performance


Please refer to the 'Chairman's Statement' attached as Appendix A. 
OTHER INFORMATION

For the twelve months ended December 31, 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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(Company Number 3927 V)

CONDENSED INCOME STATEMENT (UNAUDITED) 

FOR THE QUARTER AND TWELVE MONTHS ENDED DECEMBER 31, 2002



Quarter ended
12 months ended




31.12.2002
31.12.2001
31.12.2002
    31.12.2001



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

1,135,157
1,057,188

3,999,915

4,134,362

Other income

4,563
7,102

16,118

12,720

Cost of sales / Expenses

(1,139,725)
 (923,558)

(4,005,899)
(3,862,971)
(Loss) / Profit from operations

(5)
140,732

10,134

 284,111

Finance cost
 
       (4,430)
     (6,232)

     (18,079)

     (27,606)

(Loss) / Profit from ordinary 

  activities before tax

(4,435)
134,500

           (7,945)


256,505

Taxation

2
       (1,964)

 (37,444)

         (658)
    (74,024)

Net (loss) / profit for the period

(6,399)
97,056

(8,603)
182,481

  


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

========

 ========

(Loss) / Earnings per ordinary


stock unit (sen)
3
(2.4)
36.0

(3.2)
67.6

  


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

========

 ========

(The condensed income statement should be read in conjunction with the annual financial statements for the year ended December 31, 2001)

ESSO MALAYSIA BERHAD




(Company Number 3927 V)

CONDENSED BALANCE SHEET AS AT DECEMBER 31, 2002 (UNAUDITED)



 As at 
              As at


Note
31.12.2002        31.12.2001


RM'000
RM'000
NON CURRENT ASSETS

Property, plant and equipment
 
1,149,264
1,151,595

Long term assets and receivables

184,360
182,201

Intangible assets - software


18,886
 
16,795
TOTAL NON CURRENT ASSETS


1,352,510          
1,350,591
CURRENT ASSETS
Inventories

113,976
149,411

Receivables

130,490
249,910

Amounts due from related companies

198,652
86,243

Cash and bank balances


    3,058

10,896
TOTAL CURRENT ASSETS


446,176

496,460
CURRENT LIABILITIES

Payables


212,162
249,318

Provisions


7,083
8,052

Amounts due to related companies


366,310
203,006

Borrowings
6
535,040
632,797

Taxation



12,512

37,173
TOTAL CURRENT LIABILITIES  

             
1,133,107     
1,130,346


NET CURRENT LIABILITIES

(686,931)          (633,886)

LESS: NON CURRENT LIABILITIES

Deferred taxation


70,247
95,204

Provisions 


     70,529
  
68,655





140,776

163,859

TOTAL NET ASSETS EMPLOYED


524,803
552,846



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


FINANCED BY:
SHARE CAPITAL

135,000
135,000

RESERVES

389,803
417,846
SHAREHOLDERS' EQUITY


524,803
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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(Company Number 3927 V)

CONDENSED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 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 12 month period 
-
-
-
(8,603)
(8,603)

Dividends for the year ended

    December 31, 2001 (final)
-

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


________________________________________________________

 



Balance as at December 31, 2002
270,000
135,000
8,000
381,803
524,803

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

(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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(Company Number 3927 V)

CONDENSED STATEMENT OF CASH FLOWS (UNAUDITED)

FOR THE QUARTER  ENDED DECEMBER 31, 2002






12 months ended

                                                           
31.12.2002

RM'000 


CASH FLOWS FROM OPERATING ACTIVITIES



Net profit attributable to shareholders
(8,603)






Adjustments for non-cash items
98,868






Changes in working capital:



          Decrease in current assets
       42,446
   

          Increase in current liabilities
127,088



-----------


Cash  generated from operations
     259,799






Interest / Tax / Retirement benefits payments                                                                         
(72,828)







-----------



Net cash flow from operating activities
186,971






CASH FLOWS FROM INVESTING ACTIVITIES



Purchase of property, plant and equipment
(73,251)


Purchase of intangible assets
(3,525)


Proceeds from disposal of property, plant and equipment 
1,323


Increase in long term assets and receivables 
(2,159)



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



Net cash flow from investing activities
(77,612)






CASH FLOWS FROM FINANCING ACTIVITIES



Repayment of term borrowings
(300,000)


Proceeds from borrowings
223,000


Dividends paid to shareholders
(19,440)



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



Net cash flow from financing activities
(96,440)






NET INCREASE IN CASH AND CASH EQUIVALENTS
12,919






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



________


CASH AND CASH EQUIVALENTS AT END OF THE PERIOD                   
         3,018



=======


(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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(Company Number 3927 V)

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 except for the adoption of new MASB Standards. 

2.
TAXATION



Quarter ended
12 months ended



 
 31.12.2002      31.12.2001            31.12.2002    31.12.2001



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


 Current Taxation
3,392
17,992
26,012
34,021



Prior year                                     
-                 (875)                  (397)
          (1,713)


 Current Deferred Taxation
(1,885)
20,327
               (25,414)
41,716



Prior year                      
 457
-
                     457
-




                 
__________
                 
_________



                                          1,964

37,444                     658
 
74,024




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

There is a tax charge for both the current quarter and the full year because certain expenses that were deducted in arriving at the loss before tax are not deductible for tax purposes.

3.
EARNINGS PER ORDINARY STOCK UNIT   



  Quarter ended
                        12 months ended




    31.12.2002
   31.12.2001        31.12.2002   31.12.2001

Net profit for the period (RM'000)
       (6,399)
          97,056
     (8,603)
  182,481


Number of ordinary stock units              270,000
        270,000           270,000
  270,000



in issue ('000)

Basic earnings per stock unit (sen)              (2.4)              36.0
    
       (3.2)
          67.6



                ====             ====
              ====
         ====
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(Company Number 3927 V)

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 Directors propose that a final dividend of 10 sen less Malaysian income tax at 28% per ordinary stock unit, amounting to RM19,440,000, be paid for the year ended December 31,2002.
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 December 31, 2002 are as follows:




31.12.2002





RM'000


Short-term, unsecured


535,040





======







USD'000
RM'000






Borrowings include a floating rate term loan



at fixed foreign exchange rate from a related party
50,000
190,000
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(Company Number 3927 V)

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 




31.12.2002
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  
151
350


Litigation and other claims against the Company

3,000

150






3,151

500




====

 ====


Litigation and other claims:

In 2002, a product supplier made a claim amounting to RM3,600,000 against the Company for volume offtake obligations. The Company is contesting the claimed amount and has accrued for its estimated obligation in the 2002 results. The contingent liability of RM3,000,000 for 2002 primarily reflects the unaccrued portion of this claim plus an amount to cover a court case filed by a haulage contractor for damages in relation to a contract termination.

 There is no material litigation other than as disclosed above. 

APPENDIX A

ESSO  MALAYSIA  BERHAD

(Company Number: 3927V)  

CHAIRMAN'S  STATEMENT 

On behalf of the Board of Directors, I am pleased to report on the financial and operating performance of the Company for the year ended December 31, 2002.

Summary of 2002 Financial Results 

2002 was a challenging year for Esso Malaysia Berhad (EMB), as marketing and refining margins were eroded by a substantial increase in crude and product costs through the year.  As a result, the Company recorded an after tax loss of RM 8.6 million, compared to an after tax profit of RM 182.5 million in 2001.  Revenues in 2002 were RM 4 billion, about the same level as the previous year. Sales volumes were 98 thousand barrels per day (kbd), an increase of 5 kbd or 5% over 2001 due to higher sales to affiliated companies. 

Crude costs increased over US$ 12 (RM 46) per barrel or 60% during the course of 2002.  Product prices were unable to keep pace with this steep increase, 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 that result from Malaysia's Automatic Pricing Mechanism (APM).  This was the reverse of the situation in 2001 when the Company realized substantial margin benefits from a sharp drop in crude and product costs.  Looking through the recent volatility in crude and product prices and the related price lag effects on earnings, we believe that the underlying earnings power of the Company is intact and indeed has been strengthened over the last two years.  Continued improvements in the Company's cost structure, further optimisation of operations at the Port Dickson Refinery and high-grading of the sales mix in each product line have all contributed.  We feel these improvements helped to limit our losses in 2002 in the face of severe market conditions, and have positioned us for better results over the course of future business cycles.

In consideration of this, and reflecting management's faith in the underlying strength of the business, the Board proposes that the Company declares a final dividend of 10 sen less Malaysian income tax at 28% per ordinary stock unit, for the year ended December 31, 2002. This matches the dividend that was paid for the 2001 fiscal year.  

Review of Operations
Refining margins remained weak throughout 2002, reflecting the impact of excess regional supply capacity.  In this environment, the Port Dickson Refinery focused on "self-help" initiatives to increase margins and throughput, to lower expenses and to improve operating efficiency.  In 2002, the Refinery processed an average of 80 thousand barrels of crude per day, about the same volume as in the previous year.  This historically high throughput rate provided economy of scale cost savings to the Refinery.  The Refinery also operated reliably during the year and fully met the local market demand for higher margin products.  Several margin improvement initiatives successfully increased the yield of higher value products.  The Company was able to capture premium prices on some of this increased production by selling it into profitable markets where there was a strong demand for such high specification product.   

In the Retail business, the Company increased sales through its network of service stations.  However, stiff price competition in the industrial and wholesale diesel markets moved us to continually high-grade our sales portfolio to protect margins.  During the year, a service station re-imaging programme was completed which resulted in a brighter, safer and fresher image.  We also expanded several promotional programmes, including an upgrade of awards available through the Esso Exchange Card loyalty programme. 

The Lubes and Specialties business benefited from the recovering infrastructure and construction industry and we increased profitable asphalt sales. The Company also launched a new Esso Superflo 10W30 product brand, a passenger vehicle engine oil specifically to cater to the national carmaker,   Perodua, whose Kancil model has gained a significant market share.  

The Company continued its programme to replace and upgrade contract hauliers' delivery trucks.  Besides sporting a cleaner image, these new trucks are larger and therefore more efficient, and are equipped to meet higher safety standards.  Through cooperative efforts with its sister affiliate ExxonMobil Malaysia Sdn. Bhd, EMB realised additional cost reductions and efficiency benefits from the optimisation of terminal facilities and centralisation of delivery logistics. 

The Company made capital investments of RM 78 million in 2002 mainly for service station site acquisition, to construct new stations and to upgrade existing ones.  Going forward, the Company will continue to selectively invest to expand our high quality service station network and to grow our more profitable sales business lines.   

Safety, Health and Environment continued to be managed with the highest priority.  Despite our best efforts, the Company was disappointed by a contractor fatality that occurred at the Refinery, and an incident where two third-party fatalities occurred at an Esso service station.  The Company views such incidents with extreme seriousness. Thorough investigations were conducted and measures were put in place to prevent recurrence.  On a more positive note, EMB was honored with three gold awards from the Malaysian Society of Occupational Safety and Health (MSOSH) for the safety record at its Product Terminals and for its overall safety management systems and procedures. 

In the area of Corporate Citizenship, the Company has a clear understanding of its responsibility to shareholders and the community.  Of paramount importance is the Board's duty to ensure that the Company has a strong system of internal controls and policies in place to protect Company assets and the shareholders' investment. We are pleased to report that the Company was recently recognised for Excellence in Corporate Governance by Malaysian Business, a leading business magazine in Malaysia.  The Company was one of five finalists for the award out of over 850 companies listed on the Kuala Lumpur Stock Exchange.  We are pleased with this public recognition of the effort that we have expended to meet this important commitment to our shareholders. 

The Company also has a long tradition of giving back to the communities in which it operates. During the year, the Company continued its Community Project Programme which has the objective of providing aid and support to the underprivileged and needy.  During 2002, management, employees and family members worked together to implement several community projects at various locations around the country.  

Business Outlook

The Malaysian economy is projected to grow more strongly in 2003.  The Company is confident that demand for its products will remain robust despite a challenging and competitive business environment.  The steep rise in crude costs in the fourth quarter of 2002 has continued into 2003.  Margins and profits are therefore likely to continue under pressure through the workings of the APM. However, we are confident that the Company's business fundamentals and structure are strong and that it will quickly return to profitability when crude and product prices stabilise. 

In this challenging and uncertain business environment, the Company will continue to focus on those things that we can control. We will aggressively manage operating costs, optimise our sales portfolio and improve efficiency in order to maximise  the return on invested capital.   

Board Matters  

Effective December 31, 2002, Mr. Richard M. Kruger accepted an assignment as Vice President, Southeast Asia and Australia, ExxonMobil Production Company, U.S.A. and resigned from the Board of Directors. The Board appointed me as Chairman with effect from January 1, 2003. Y.A. Bhg. Tun Dato' Seri Haji Omar Yoke Lin Ong resigned from the Board on November 26, 2002 due to health reasons, after serving the Company for 28 years. I would like to thank both Mr. Kruger and Y.A.Bhg. Tun Omar for their invaluable contributions to the Company during their tenure as Directors.

On behalf of the Board, I also thank our employees for their continued hard work and dedication.  The Company's success depends on their skills, abilities, and commitment to improve business results.  I also express my appreciation to our shareholders, dealers and customers for their continued support of Esso Malaysia Berhad.  
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