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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, 2004. 

CONDENSED INCOME STATEMENT (UNAUDITED) 

FOR THE QUARTER AND YEAR ENDED DECEMBER 31, 2004



Quarter ended
12 months ended


31.12.2004
31.12.2003
31.12.2004
31.12.2003



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

1,727,537
1,230,880
6,198,140
4,774,443

Other income
6,704
6,381
26,844
23,712

Cost of sales and expenses
(1,709,833)
(1,219,357)
(6,235,185)
(4,692,317)
Profit from operations 
 24,408
17,904
  (10,201)
105,838

Finance cost
   (5,614)
     (4,781)
    (19,200)
   (18,653)

Profit/(loss) from ordinary

  activities before tax
18,794
13,123
(29,401)
87,185

Taxation
16
   (7,580)  
     (5,880)
     5,226
  (30,170)


Net profit/(loss) for the period
11,214
7,243
(24,175)
57,015

  

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

Earnings/(loss) per ordinary 


 stock unit (sen)
24
4.2
2.7
(9.0)
21.1

  



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

========

  =======

Proposed final dividend less 

  Malaysian income tax at 28% 

  per ordinary stock unit (sen)
23
-
-

12.0
12.0

  



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

 ========

    =======

(The condensed income statement should be read in conjunction with the audited financial statements for the year ended December 31, 2003)
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(Company Number 3927 V)

CONDENSED BALANCE SHEET AS AT DECEMBER 31, 2004 (UNAUDITED)


As at
As at


Note
31.12.2004        31.12.2003


RM'000
RM'000
NON CURRENT ASSETS

Property, plant and equipment
1,090,092
1,127,447

Long term assets and receivables

207,596
187,738

Intangible assets - software


5,428
 
18,132
TOTAL NON CURRENT ASSETS
1,303,116
 1,333,317
CURRENT ASSETS
Inventories
123,586
92,097

Receivables
279,868
201,103

Amounts due from related corporations
218,395
204,976

Deposit, cash and bank balances
43,884
7,074

Taxation

5,484

-
TOTAL CURRENT ASSETS
671,217

505,250
CURRENT LIABILITIES

Payables
247,998
241,343

Provisions

5,250
4,864

Amounts due to related corporations

322,081
306,101

Borrowings (unsecured)
20
766,000
572,900

Taxation


-

 6,189
TOTAL CURRENT LIABILITIES 


1,341,329 
1,131,397
NET CURRENT LIABILITIES
(670,112)          (626,147)

LESS: NON CURRENT LIABILITIES

Provision for retirement benefits
53,270
60,997

Deferred taxation

  59,677
   78,613



   112,947

139,610

TOTAL NET ASSETS EMPLOYED
520,057
567,560
======
======


FINANCED BY:
SHARE CAPITAL
135,000
135,000

RESERVES
8,000
8,000

RETAINED PROFITS
 377,057
424,560

SHAREHOLDERS' EQUITY

520,057
567,560

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

(The condensed balance sheet should be read in conjunction with the audited financial statements for the year ended December 31, 2003)
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CONDENSED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2004



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



At January 1, 2004

270,000
135,000
8,000
424,560
567,560




Net loss

-
-
-
(24,175)
(24,175)

Dividends for the year ended

    December 31, 2003 (final)
-

-
-            
(23,328)     
(23,328)


________________________________________________________

 



At December 31, 2004
270,000
135,000
8,000
377,057
520,057

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

At January 1, 2003

270,000
135,000
8,000
386,985
529,985
Net profit
-
-
-
57,015
57,015

Dividends for the year ended

    December 31, 2002 (final)
-

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


________________________________________________________

 



At December 31, 2003
270,000
135,000
8,000
424,560
567,560

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

 (The condensed statement of changes in equity should be read in conjunction with the audited financial statements for the year ended December 31, 2003)

ESSO MALAYSIA BERHAD




(Company Number 3927 V)

CONDENSED STATEMENT OF CASH FLOWS (UNAUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2004


12 months ended   

                                                           
31.12.2004

RM'000 
31.12.2003

RM'000 

CASH FLOWS FROM OPERATING ACTIVITIES



Net (loss)/profit attributable to shareholders
(24,175)
57,015





Adjustments for non-cash items
107,035
130,485





Changes in working capital:



         Increase in current assets
(123,486)
(55,533)

         Increase/(decrease) in current liabilities
18,046
(34,625)


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

Cash (used in)/generated from operations
(22,580)
        97,342





Interest / Tax / Retirement benefits payments                                                                         
(59,512)
(58,376)


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


(Net cash used in)/net cash from operating activities
(82,092)
38,966





CASH FLOWS FROM INVESTING ACTIVITIES



Purchase of property, plant and equipment
(53,950)
(60,504)

Purchase of intangible assets
(620)
(1,108)

Increase in long term assets and receivables 
(19,858)
(9,681)

Proceeds from disposal of property, plant and equipment 
12,215
11,449

Proceeds from disposal of intangible assets 
11,177
-


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


Net cash used in investing activities
(51,036)
(59,844)





CASH FLOWS FROM FINANCING ACTIVITIES



Proceeds from borrowings - net
194,000
37,000

Dividends paid to shareholders
(23,328)
(19,440)


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


Net cash flow from financing activities
170,672
17,560





NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
37,544
(3,318)





CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
(300)
         3,018


________
________

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD
37,244
(300)


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

(The condensed statement of cash flows should be read in conjunction with the audited financial statements for the year ended December 31, 2003)
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(Company Number 3927 V)

Part A - Explanatory Notes Pursuant to FRS 134

1.
Basis of Preparation 


The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standard (FRS) 134 "Interim Financial Reporting" and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (BMSB).


The interim financial statements should be read in conjunction with the audited financial statements for the year ended December 31, 2003.  The explanatory notes to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and the performance of the Company since the financial year ended December 31, 2003.


The same accounting policies and methods of computation are followed in the interim financial statements as for the financial statements for the year                ended   December  31,  2003. 
2.
Auditors' Report on Preceding Annual Financial Statements
The auditors' report on the Company's financial statements for the year ended December 31, 2003 was not qualified. 

3.
Comments about Seasonal or Cyclical Factors


The operations of the business are not seasonal or cyclical in nature.

4.
Unusual Items Due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income and cash flows of the Company during the current quarter. 

5.
Changes in Estimates
There were no changes in estimates that have had a material effect in the current quarter.

6.
Debt and Equity Securities
There were no issuances, cancellations, repurchases, resale or repayments of debt and equity securities during the current quarter.
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(Company Number 3927 V)

Part A - Explanatory Notes Pursuant to FRS 134

7.
Dividend Paid 

The amount of dividends paid since December 31, 2003 are as follows:





      RM'000


In respect of the year ended December 31, 2003:

  


Final dividend per stock unit, paid on June 21, 2004:


Ordinary - 12 sen gross less income tax at 28%


        23,328







______




 
 23,328




 
===== 

8.
Segmental Information
No segmental analysis is prepared, as the Company's principal business of manufacturing and marketing of petroleum products is one business segment.

9.
Carrying Amount of Revalued Assets  


The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the
 year ended December 31, 2003. 

10.
Subsequent Events


There were no material events subsequent to the end of the current quarter.

11.
Changes in Composition of the Company  


There were no changes in the composition of the Company during the current quarter. 

12.
Changes in Contingent Liabilities 

There were no significant changes in contingent liabilities or contingent assets since the last annual balance sheet as at December 31, 2003.
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(Company Number 3927 V)

Part B - Explanatory Notes Pursuant to Appendix 9B of the 

Listing Requirements of BMSB

13.
Review of Performance - Current Financial Period ended 31 December 2004

Esso Malaysia Berhad (EMB) recorded an after tax profit of RM 11 million in the fourth quarter of 2004, RM 47 million higher than in the third quarter.  Fourth quarter earnings were also higher than the RM 7 million reported in the fourth quarter of 2003, despite the absence of inventory holding gains that benefited the prior year's results.

Operating performance remained strong, with refinery throughput averaging 76 thousand barrels a day (kbd) and total sales of 95 kbd.  Crude prices averaged over US$ 45 per barrel in the fourth quarter, some US$ 15 a barrel higher than in the prior year.  Revenues for the fourth quarter were RM 1,728 million, 40% higher than the same quarter in 2003, reflecting these higher prices.

Crude price movements were volatile over the quarter, rising to more than US$ 50 a barrel in October before trending down towards the year-end.  The price movements caused considerable pressure on refining margins and mixed lag effects in the controlled products sector.  The net impact on fourth quarter results however was less adverse than seen in the third quarter and last year's fourth quarter.

Fourth quarter earnings were insufficient to offset cumulative losses from crude price increases and negative price lag effects earlier in the year. 

Review of year-to-date financial performance

Please refer to the 'Chairman Statement' attached as Appendix A.
14.
Commentary on Prospects

Please refer to the 'Chairman Statement' attached as Appendix A.
15.
Profit Forecast or Profit Guarantee

As a matter of policy, the Company does not make profit forecasts or profit guarantees.
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(Company Number 3927 V)

Part B - Explanatory Notes Pursuant to Appendix 9B of the 

Listing Requirements of BMSB

16.
Taxation



Quarter ended
12 months ended


31.12.2004
31.12.2003
31.12.2004
31.12.2003



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


Current Taxation
(5,918)
(59)
13,472
26,424


Prior year
513
416
238
2,458


Current Deferred Taxation
12,985
5,523
(18,936)
1,288




                      
        _________
                 
_________



7,580
5,880
(5,226)
30,170



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

The year to date effective tax rates were lower than the prevailing statutory tax rate primarily due to certain expenses which were not deductible for tax purposes.  

17.
Sale of Unquoted Investments and Properties


In the current quarter, the Company recorded a before tax loss of RM 3,188,000 from the sale of land that the Company no longer considers suitable for service station development.  For the year ended December 31, 2004, the land sales resulted in a before tax loss of RM 3,985,000.

18.
Quoted Securities


There were no purchases or disposals of quoted securities during the current quarter. 

19.
Corporate Proposals


There were no corporate proposals.
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(Company Number 3927 V)

Part B - Explanatory Notes Pursuant to Appendix 9B of the 

Listing Requirements of BMSB

20.
Borrowings 


The Company's borrowings as at December 31, 2004 are as follows:




31.12.2004





RM'000

Short-term, unsecured


766,000





======







USD'000
RM'000






Borrowings include a floating rate term loan


   at fixed foreign exchange rate from a related party
50,000
190,000

21.
Off Balance Sheet Financial Instruments 


There were no financial arrangements with off balance sheet risk.

22.
Changes in Material Litigation


There were no significant changes to material litigation since December 31, 2003.

23.
Dividend Payable 

The Directors propose that a final dividend of  12 sen less Malaysian income tax at 28% per ordinary stock unit, amounting to RM 23,328,000, for the year ended December 31, 2004, be payable on June 22, 2005 to stockholders who are registered in the Register of Members and Register of Depositors on June 1, 2005.
24.
Earnings Per Ordinary Stock Unit   

  






Quarter ended
12 months ended


31.12.2004
31.12.2003
31.12.2004
31.12.2003
Net profit/(loss) for

   the period (RM'000)
11,214
7,243
(24,175)
57,015

Number of ordinary stock unit

   in issue ('000)
270,000
270,000
270,000
270,000
Earnings/(loss) per stock unit (sen)
4.2
2.7
(9.0)
21.1
 ====
====
====
==== 






                                    Attachment A

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, 2004.

Summary of 2004 Financial Results

2004 was a challenging year for Esso Malaysia Berhad (EMB).  While the Company turned in good operating performance, EMB’s financial results were significantly impacted by the considerable increase in crude costs over the course of the year.

Driven by the country’s strong economic growth, EMB’s sales increased to 98 thousand barrels per day (kbd).  Revenues increased by 30% to RM 6,198 million mainly from higher prices.  The retail sector recorded healthy growth although the industrial business was affected by intense competition.  We continued to expand and upgrade our service station network, adding four more stations during the year.  At the Port Dickson Refinery a planned 25-day maintenance shutdown was completed on schedule and steps were taken to improve plant operating reliability and efficiency.  Refinery throughput for the year was 75 kbd, which, after adjusting for the impact of the planned shutdown, was higher than the prior year.

Crude costs rose considerably across 2004, peaking at more than US$ 50 a barrel in the fourth quarter, and averaging about 35% higher across the year than in 2003.  The rising crude costs impacted refining margins, and negative price lag effects under the workings of the Automatic Pricing Mechanism significantly affected profitability in the controlled petroleum products sector.  The higher prices also flowed through into higher energy costs for refinery operations.  Thus, despite our good operating results, for the full year 2004 EMB reported an after tax loss of RM 24 million compared to a profit of RM 57 million in 2003, and year-end debt increased to RM 766 million compared to RM 573 million a year earlier.

Despite this loss, which reflects the impact of price movements, management remains confident in the underlying performance of our business and in the Company’s competitive position in a growing economy.  In recognition of this and of our desire to provide a steady return on shareholder investments, the Board proposes a dividend for the year ended December 31, 2004 of 12 sen less Malaysian income tax at 28% per ordinary stock unit.  This matches the dividend paid for the 2003 fiscal year.

Review of Operations

2004 was a busy year for the Port Dickson Refinery.  In September the refinery successfully shutdown for 25 days for planned maintenance work that included inspection and certification of registered equipment by the authorities.  In spite of a significant non-regular work force deployed during the exercise, the shutdown was completed without any lost time injury. Strong emphasis and continuous focus on safety were key elements to this success.  We also took the opportunity to install and commission several projects to help improve plant operating efficiency.  These included cooling tower improvements for better gas recovery and energy efficiency. 

In addition, a new catalyst was introduced into one of the refinery process units to enhance motor gasoline yields.

Overall, plant operations were smooth with improved reliability achieved during the year.  With good margins earlier in the year, crude throughput was maximised for opportunistic runs.  As a result, refinery throughput for 2004 averaged 75 kbd, which after adjusting for the impact of the planned maintenance shutdown was higher than in 2003.

The government has informed the oil industry of its intention to adopt Euro-2M specifications for motor gasoline and diesel in the near future, as part of the country’s plan to improve air quality.  The Port Dickson Refinery is well positioned to manufacture petroleum products meeting the new specifications when regulations come into force.
In the marketing business, competition remained intense.  However, the growth in the retail business was strong, supporting the addition of high quality service stations to the network.  Four new stations were added during the year, two of which were On the Run stations incorporating the new ExxonMobil worldwide convenience store design projecting the Fast, Fresh and Friendly concept.  Building on an initiative started in 2003, several stations were converted to the new dealer model, where aggressive and highly motivated dealers are appointed and provided with working capital and training to enable them to operate the stations to the highest standards.

EMB continued to high-grade our service station network with selective investments in high growth areas through a disciplined network planning process. At the same time, to maximise the efficient use of capital, a multi-year programme to divest idle land sites that no longer meet our size or potential volume criteria was continued.

Following the merger of Exxon Corporation and Mobil Corporation in 1999, operations were streamlined and synergies created across the Esso and Mobil organisations in Malaysia.  This process continued in 2004.  The cross acceptance programme that enables Esso and Mobil fleet cards to be used at each others’ stations was completed.  In the coming year card cross acceptance efforts will be extended to Esso and Mobil loyalty cards to capitalize on the enlarged combined service station network, and security chip credit card readers will be installed at service stations in support of the government’s effort to enhance the security of credit card transactions. 

EMB’s industrial business is going through a period of low margins driven by intense price competition.  During the year, EMB embarked on a new programme to appoint exclusive “jobbers” to supply petroleum products, mainly diesel and motor gasoline, to unbranded service stations nationwide.  Competition in the liquefied petroleum gas business remained intense with market players aggressively attracting dealers and growing volumes through various incentive schemes.  

The Company’s lubricants and specialties business continued to grow with increased focus on selling automotive lubricants at service stations through various promotional activities.  Lubricants were among the most popular items redeemed under the Xchange loyalty card points redemption programme.  The marine lubricants business also continued to grow following efforts last year to pursue opportunities in the offshore oil and gas sector.  EMB commenced distribution of asphalt from the Port Klang West Port terminal, opening up new asphalt business opportunities in the northern part of Peninsula Malaysia.  

EMB remains focussed on efforts to reduce operating costs.  Costs in 2004 were however higher than the previous year due to maintenance and repair expenditure incurred for the planned refinery shutdown and one time expenses associated with streamlining the organisation into a more effective and efficient structure. 

During the year EMB invested RM 74 million, mainly for the acquisition of service station sites and the construction of service stations. 

Safety, health and environmental performance continue to command the highest priority.  At the Port Dickson Refinery, the planned maintenance shutdown was completed without a lost time injury. Special safety, health and environmental protection programmes were implemented prior to and during the shutdown, including special training for the large transient contractor work force.  Plant and terminal operations were flawless throughout the year.  EMB's distribution network recorded a total of 7 consecutive years without any lost time injury, earning them an ExxonMobil Refining and Supply Leadership Gold Award for outstanding and sustainable safety performance.  The Company's safety performance was again recognised by the Malaysian Society of Occupational Safety and Health (MSOSH) with the Refinery winning an MSOSH Gold Award.  Two of EMB's distribution terminals won MSOSH Gold Awards for the third consecutive year. 

EMB has a long-standing tradition of giving back to the communities in areas where it operates.  Our support takes many forms, one of the most visible being our Community Projects Programme.  Through implementing various projects around the country in 2004, EMB management, employees and family members continued to work together to contribute time and effort to make a difference and help the underprivileged and needy in the communities in which they live and work.

Business Outlook

The country’s strong economic growth will continue to fuel demand for petroleum products, and the outlook for the retail business remains promising.  However the industrial business will likely continue to be challenged by intense price competition.  With continued crude price volatility, margins will remain subject to wide swings, particularly for the controlled petroleum products sector given the price lag effects under the workings of the Automatic Pricing Mechanism.  Also, until crude prices stabilize or decline the relatively high debt levels seen in 2004 may continue.

In this business environment, EMB will continue to focus on those aspects of the business that it can control through aggressive cost management and selective investments in high return projects.   Our strong fundamentals, good operating performance and effective cost structure leave us well positioned to compete profitably over the long haul.

Board Matters 
Mr. James A. Hall, Executive Financial Director, accepted an assignment with Exxon Mobil Corporation and resigned from the Board effective August 10, 2004.  I would like to thank Mr. Hall for his many contributions to EMB during his tenure as a Director. The Board appointed Encik Zain C. Willoughby as Executive Financial Director effective the same date.  I welcome Encik Zain to the Board and look forward to working more closely with him in his new capacity.

On behalf of the Board, I would also like to thank our employees for their continued hard work and dedication.  The petroleum refining and marketing business remains challenging and the Company's success is fully dependent on the skills, abilities and commitment of each employee to overcome these challenges.  I also express my appreciation to our shareholders, dealers and customers for their continued support of Esso Malaysia Berhad.

Robert Fisher

Chairman

February 24, 2005
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