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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, 2005. 

CONDENSED INCOME STATEMENT (UNAUDITED) 

FOR THE QUARTER ENDED DECEMBER 31, 2005



Quarter ended
12 months ended


31.12.2005
31.12.2004
31.12.2005
31.12.2004



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

2,204,636
1,727,537
8,269,287
6,198,140

Other income
4,018
6,704
22,192
26,844

Cost of sales and expenses
(2,208,497)
(1,732,875)
(8,233,134) 
(6,186,435)
Finance cost
(6,596)

(5,614)
 (24,195)

(19,200)

Profit / (loss) before tax

(6,439)
  (4,248)

   34,150

19,349

Tax expense
    16
 (2,245)
  1,738
  (14,422)
     (8,425)


Net profit /(loss) for the period
 (8,684)
(2,510)
19,728
10,924  
  ======
=====
=======
 =======

Earnings per ordinary 


stock unit (sen)
  24
(3.2)
(0.9)
7.3
4.0

  



=====

=====

=======

  =======

Proposed final gross dividend less 

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, 2004)
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(Company Number 3927 V)

CONDENSED BALANCE SHEET AS AT DECEMBER 31, 2005 (UNAUDITED)


  As at
  As at


Note
31.12.2005        31.12.2004


RM'000
RM'000
NON CURRENT ASSETS

Property, plant and equipment

1,048,559
1,090,092

Long term assets and receivables 

208,100
207,596

Intangible assets - software


5,680
 
5,428

TOTAL NON CURRENT ASSETS


1,262,339         
1,303,116
CURRENT ASSETS
Inventories

459,863
309,163

Assets held for sale

3,033
-

Receivables

112,666
279,868

Amounts due from related corporations

262,902
218,395

Deposit, cash and bank balances

19,740
43,884

Taxation


    2,815
     5,613
TOTAL CURRENT ASSETS


861,019

856,923
CURRENT LIABILITIES

Payables


162,318
247,998

Provision  

2,402
3,012
Retirement benefits obligations


1,198
2,238

Amounts due to related corporations


404,740
322,081

Borrowings (unsecured)
20

   743,545
   766,000
TOTAL CURRENT LIABILITIES


1,314,203
1,341,329

NET CURRENT LIABILITIES

(453,184)
(484,406)

LESS: NON CURRENT LIABILITIES

Retirement benefits obligations


49,510
53,270

Deferred taxation

  
109,573
 
111,768



159,083

165,038

TOTAL NET ASSETS EMPLOYED


650,072
653,672



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


FINANCED BY:
SHARE CAPITAL

135,000
135,000

RESERVES

8,000
8,000

RETAINED PROFITS


507,072

510,672
SHAREHOLDERS' EQUITY

650,072
653,672



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

(The condensed balance sheet should be read in conjunction with the audited financial statements for the year ended December 31, 2004)
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CONDENSED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2005



Issued and fully paid





ordinary stock of 



            RM0.50 each
Non-distributable




Number of

capital
Distributable




ordinary
Nominal
redemption
retained



     Note
stock unit
value
reserves
profits
Total



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



At January 1, 2004

As previously reported
270,000
135,000
8,000
424,560
567,560

Effects of change in 

    accounting policy 
 1                   -
                 -


  -

       98,516
           98,516



    _____________________________________________________________

As restated                                   
               270,000     135,000           
8,000             
523,076     
666,076      

Net profit as restated                          1
-
-
-
10,924
10,924

Dividends for the year ended

    December 31, 2003 (final)
-

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


_____________________________________________________________

 


At December 31, 2004
270,000
135,000
8,000
510,672
653,672

======================================================= 
At January 1, 2005
               
     270,000     135,000
          8,000
   510,672         653,672

Net profit

-
-
-
19,728

19,728

Dividends for the year ended

    December 31, 2004 (final)
-

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


_____________________________________________________________

At December 31, 2005
270,000
135,000
8,000
507,072
650,072


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

(The condensed statement of changes in equity should be read in conjunction with the audited financial statements for the year ended December 31, 2004)
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CONDENSED STATEMENT OF CASH FLOWS (UNAUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2005


12 months ended   

                                                           
31.12.2005

RM'000 
31.12.2004

RM'000 

CASH FLOWS FROM OPERATING ACTIVITIES



Net profit attributable to shareholders
19,728
10,924





Adjustments for non-cash items
131,587
120,397





Changes in working capital:



         (Increase) / decrease in current assets
(27,775)
(172,236)

         Increase / (decrease) in current liabilities
(2,135)
18,335


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

Cash generated from / (used in) operations
121,405
    (22,580)





Interest / Tax / Retirement benefits payments                                                                         
(54,572)
(59,512)


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


Net cash flow from / (used in) operating activities
  66,833
      (82,092)





CASH FLOWS FROM INVESTING ACTIVITIES



Purchase of property, plant and equipment and intangibles
(53,571)
(54,570)

Increase in long term assets and receivables 
(504)
(19,858)

Proceeds from disposal of property, plant and equipment  and intangibles
8,711
23,392


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


Net cash used in investing activities
(45,364)
(51,036)





CASH FLOWS FROM FINANCING ACTIVITIES



(Repayment of) / proceeds from borrowings - net
(22,455)
194,000

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


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


Net cash (used in) / flow from financing activities
(45,783)


170,672





NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS
(24,314)
37,544





CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
37,244
          (300)


________
________

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD
12,930
37,244


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

(The condensed statement of cash flows should be read in conjunction with the audited financial statements for the year ended December 31, 2004)
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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 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, 2004.  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, 2004.


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, 2004 except as disclosed below.


The Company has elected to adopt the following FRSs that are relevant to its operations, in advance of their effective date of January 1, 2006 :

FRS 3 Business Combinations 

FRS 5 Non-current Assets Held for Sale and Discontinued Operations 

FRS 101 Presentation of Financial Statements

FRS 102 Inventories 

FRS 108 Accounting Policies, Changes in Accounting Estimates and Errors 

FRS 110 Events after the Balance Sheet Date

FRS 116 Property, Plant and Equipment

FRS 121 The Effects of  Changes in Foreign Exchange Rates

FRS 131 Interests in Joint Ventures

FRS 132 Financial Instruments: Disclosure and Presentation

FRS 133 Earnings per Share

FRS 136 Impairment of Assets

FRS 138 Intangible Assets

The early adoption has resulted in changes in the accounting policies from the adoption of FRS 5 and FRS 102.
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(Company Number 3927 V)

Part A - Explanatory Notes Pursuant to FRS 134

1.
Basis of Preparation (Continued)

The Company has not applied the following FRSs that have been issued by the Malaysian Accounting Standards Board but are not yet effective:-

FRS 2 Share-based Payment

FRS 117 Leases 

FRS 124 Related Party Disclosures 

FRS 139 Financial Instruments: Recognition and Measurement


Upon adoption of FRS 117, the Company is required to reclassify leasehold land which at the end of 2005 amounted to RM 116,830,000, from Property, Plant and Equipment to Prepaid Rentals. The other standards above which have been issued by MASB but not yet effective, are not expected to have a material impact on the financial statements of the Company in the period of initial application.  

The  changes  in  the  accounting   policies  from  the  early  adoption  of  FRS  5   and 

FRS 102 are as follows:

(a) Changes in Accounting Policies

(i) FRS 5: Non-current Assets Held for Sale and Discontinued Operations

Under FRS 5, non-current assets or disposal group are classified as being  held for sale if their carrying amount is recovered principally through a sale transaction rather than through continuing use. These assets are reclassified as current and are measured at the lower of carrying amount and fair value less costs to sell. Once the assets are so classified, depreciation ceases.  Previously, the non-current assets were classified or presented as part of Property, Plant and Equipment and measured at cost less accumulated depreciation and impairment, with depreciation continuing until the assets are sold.

The Company has adopted this standard prospectively in accordance with the standard’s transitional provision and classifies non-current assets as held for sale upon execution of a binding sale agreement.

(ii) FRS 102 : Inventories

Previously, the cost of crude oil and petroleum products were determined on the last-in-first-out (LIFO) basis.  On early adoption of FRS 102, the Company changed the method of determining cost of crude oil and petroleum products from LIFO to FIFO. The retrospective application of this standard has resulted in an increase in the inventory carrying values by RM136,827,000 and RM185,577,000 at year-end 2003 and 2004, respectively. 
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(Company Number 3927 V)

Part A - Explanatory Notes Pursuant to FRS 134

1.
Basis of Preparation (Continued)

(b) Prior Year Adjustments

The change in accounting policy from the early adoption of FRS 102 has been applied retrospectively and the comparative financial statements have been restated as follows: 


As previously       

        reported
    Effects of 

FRS 102
    As restated


        RM’000
RM’000
RM’000

Balance Sheet as at 31 December 2004




Deferred taxation
         59,677
  52,091
111,768

Inventories
       123,586
185,577
309,163

Taxation
           5,484
       129
    5,613

Retained earnings
       377,057
133,615
510,672






Effects on net profit

for the period: 




Quarter ended December 31, 2004
         11,214
  (13,724)
    (2,510)

Twelve months ended December 31, 2004
        (24,175)
  35,099
  10,924






Effects on earnings per ordinary stock unit (sen): 




Quarter ended December 31, 2004
               4.2
      (5.1)
       (0.9)

Twelve months ended December 31, 2004
             (9.0) 
     13.0
       4.0







The effects of FRS 102 on the prior interim periods of 2005 are restated as follows:

Effects on net profit

for the period: 




Quarter ended 

March 31, 2005
         (52,060)
  19,981
    (32,079)

Quarter ended 

June 30, 2005
        11,921
  77,489
  89,410

Quarter ended 

September 30, 2005
        (57,023)
  28,104
  (28,919)
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(Company Number 3927 V)

Part A - Explanatory Notes Pursuant to FRS 134

2.
Auditors' Report on Preceding Annual Financial Statements
The auditors' report on the Company's financial statements for the year ended December 31, 2004 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.

7.
Dividend Paid 

The amount of dividends paid since December 31, 2004 are as follows:





      RM'000


In respect of the year ended December 31, 2004:

  


Final dividend per stock unit, paid on June 22, 2005:


Ordinary - 12 sen gross less income tax at 28%


        23,328







______




 
 23,328




 
===== 
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(Company Number 3927 V)

Part A - Explanatory Notes Pursuant to FRS 134

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, 2004. 

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

Listing Requirements of BMSB

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, 2004.

13. Review of Performance - Current Financial Period ended 31 December 2005

Please refer to attachment A.
14.
Commentary on Prospects

Please refer to attachment A.
15.
Profit Forecast or Profit Guarantee

As a matter of policy, the Company does not make profit forecasts or profit guarantees.

16.
Taxation



Quarter ended
12 months ended


31.12.2005
31.12.2004
31.12.2005
31.12.2004



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


Current taxation
(43,838)
(1,023)
16,750
13,343


(Over)/under accrual


      in prior years
(133)
513
(133)
238


Deferred taxation
46,216
(1,228)
(2,195)
(5,156)




                      
        _________
                 
_________



2,245
(1,738)
14,422
8,425



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

The year to date tax rate is higher than the prevailing statutory tax rate primarily due to expenses not deductible for tax purposes.  
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(Company Number 3927 V)

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

Listing Requirements of BMSB

17.
Sale of Unquoted Investments and Properties


In the current quarter and year ended December 31, 2005,  the Company recorded a before tax loss of RM2,731,000 from the sale of land that the Company no longer considers suitable for service station development.  

18.
Quoted Securities


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

19.
Corporate Proposals


There were no corporate proposals.

20.
Borrowings 


The Company's borrowings as at December 31, 2005 are as follows:





RM'000
Short-term, unsecured

 743,545





======







USD'000
RM'000






Borrowings include a floating rate term loan


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

During the quarter, the Company secured a RM185 Million loan/deposit facility  with ExxonMobil Exploration and Production Malaysia Inc. (EMEPMI).  The facility allows the Company to borrow short-term loans or place short-term deposits with EMEPMI to better manage cash surpluses and shortages. It is available until December 31, 2006 with an option for annual renewal of the facility at each year-end.
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(Company Number 3927 V)

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

Listing Requirements of BMSB

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, 2004.

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, 2005, be payable on June 20, 2006 to stockholders who are registered in the Register of Members and Register of Depositors on June 1, 2006.
24.
Earnings Per Ordinary Stock Unit   

  






 Quarter ended
12 months ended


31.12.2005
31.12.2004
31.12.2005
31.12.2004
Net profit/(loss) for

   the period (RM'000)
(8,684)
(2,510)
19,728
10,924

Number of ordinary stock unit

   in issue ('000)
270,000
270,000
270,000
270,000


    Earnings/(loss) per stock unit (sen)
       (3.2) 

(0.9)


7.3

 4.0







     ====
       ====

      ====

=== 













































    
     Attachment A

Full Year 2005 Financial Results

The Company recorded an after tax profit of RM 20 million for 2005, an improvement of RM 9 million over 2004.  

The full year and quarterly results referenced in this report have been restated in accordance with the adoption by the Company of several new and revised financial reporting standards, including a change in the inventory cost formula from last-in-first-out to first-in-first-out basis. The standards were issued by the Malaysian Accounting Standards Board during the year as part of efforts towards alignment with international standards, and will become mandatory for financial periods starting in 2006.  The Company has early-adopted these standards for the 2005 audited financial statements so as to provide a strong and audited foundation to the interim financial statements issued in 2006.  

Revenues in 2005 were RM 8.3 billion, an increase of RM 2.1 billion or 33% over the previous year, reflecting higher product prices.  Sales volumes of 97 kbd were unchanged year-on-year.

Over the year prices continued their upward trend, with crude costs increasing 50% to about $60 per barrel by year-end 2005.  Margins were squeezed across most of the year as supply costs continued to rise faster than product price increases.  This was compounded by unfavourable price lags under the Automatic Pricing Mechanism.  However the price increases also generated partially offsetting holding gains on crude and product inventories.

Fourth Quarter 2005 Financial Results

The Company recorded an after tax loss of RM 9 million in the fourth quarter of 2005, compared to a loss of RM 3 million in the fourth quarter of 2004. Over the fourth quarter 2005, prices reversed the upward trend seen over the first nine months of the year. This generated positive price lag effects but was  offset by inventory losses from lower quarter-end crude and product prices and upfront costs associated with retail initiatives.

The fourth quarter results were, however, an improvement over the third quarter 2005 loss of RM 29 million when results were impacted by unfavourable lag effects as product prices rose across that quarter.

The Port Dickson Refinery's crude throughput for the quarter was about 70 thousand barrels per day (kbd), whilst total sales averaged about 92 kbd.  Revenues for the fourth quarter were RM 2.2 billion, 28% higher than the same quarter in 2004, reflecting higher prices.

Dividends for Financial Year 2005

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 continue to provide a steady return to shareholders, the Board proposes a dividend for the year ended December 31, 2005 of 12 sen less Malaysian income tax at 28% per ordinary stock unit.  This matches the dividend paid for the 2004 financial year. 

Review of Operations

The Port Dickson Refinery processed an average of 74 kbd, at about the same level as 2004. In spite of the absence of the 2004 planned refinery shutdown impact, 2005 crude runs remained low mainly driven by unfavourable crude economics. Refining margins continued to be under pressure given the relatively higher priced light crude that the refinery is configured to process.  As part of margin improvement efforts, the refinery increased its use of alternative feedstocks and additives for motor gasoline production and blending. In addition, efforts continued to optimise operations for improved recovery of high value petroleum products.  A number of energy and maintenance cost mitigation measures were also implemented.

In the marketing business, retail sales increased during the year reflecting benefits realised from an expanded service station network and various retail initiatives including On the Run stations and loyalty cards.  Six new service stations were opened in 2005.  Five of these were On the Run stations incorporating the global ExxonMobil convenience store design projecting the Fast, Fresh and Friendly concept.

The Company introduced its new Smiles Driver Reward loyalty card in June 2005, replacing the Xchange loyalty card.  This has helped improve the Company's competitive edge as the new card can be used for purchases as well as instant redemptions at both Esso and Mobil stations, thus capitalising on the larger combined service station network.  The Company was amongst the first in the industry to enable the new security chip-based credit cards to be accepted at the pumps, providing an added convenience to customers as they no longer have to go into the shop to pay for their petroleum purchases.  In 2005, the Company also introduced a new car wash concept, Wash N Run, promoting Fast, Clean and Easy service.  A total of seven Wash N Run services were in operation by year end. 

In the industrial business, margins continued to be pressured by rising product costs and intense price competition. In response the Company continued to selectively restructure its diesel business. In the liquefied petroleum gas business, margins remained strong and competition intense as market players aggressively attracted dealers through various incentive schemes to grow volumes. 

The Company’s lubricants and specialties business turned in good operating performance during 2005. Commercial vehicle and marine lubricants sectors recorded strong growth from the continued economic expansion and activities in the offshore oil and gas sector. However, margins were squeezed by escalating product costs. Several cost reduction initiatives were implemented, including switching to alternative delivery modes through the use of third party distribution terminals or direct delivery from suppliers, to help reduce distribution cost. 

The Company remains focused on its efforts to reduce operating costs. Several measures were undertaken during the year including the dredging of the jetty front at the Bagan Luar terminal to accommodate larger ships thereby reducing the number of port calls and related costs.  Although we incurred one time expenses for the various retail initiatives, this was offset by the absence of costs in the previous year for maintenance and repair expenditure incurred during the planned refinery shutdown and other one time expenses to streamline the organisation. 

During the year the Company invested about RM 54 million, mainly for the acquisition of service station sites and the construction of service stations as the Company continues to grow its service station network through selective investments in high growth areas. 

Safety, health and environmental performance continue to be a priority for the Company.  Safety performance at the Port Dickson refinery was outstanding with zero total recordable injury rates for both employees and contractors.  The refinery’s goal in safety is to create a workplace where "Nobody Gets Hurt".  By year-end 2005, the site had clocked 4 million man-hours over 10 years without any employee lost-time injuries and 0.3 million man-hours over 3 years without a contractor lost-time injury. Plant and terminal operations were also incident free throughout the year. The Company's distribution network reached 8 consecutive years without any lost time injury, and two consecutive years without any incident, earning them the ExxonMobil Refining and Supply Asia Pacific Silver Award. The Company's safety performance was again recognised by the Malaysian Society of Occupational Safety and Health (MSOSH) with all three of its distribution terminals winning MSOSH Gold Awards. Two of the terminals received the award for the fourth consecutive year. 

As a caring corporate citizen and neighbour, the Company continued to improve the quality of life in the community, especially in the areas where it operates.  Direct monetary contributions were made to assist organizations such as public libraries, hospitals and community groups.  Scholarships were awarded to students through the Company-supported ExxonMobil Education and Scholarship Fund. The Company is proud of its employees who have continued our strong tradition of employee volunteerism. Together with family members, they have lent their time and skills through “gotong royong” projects to help the underprivileged and the needy.  These included improving facilities at welfare centres and taking orphans on educational outings. Several employees continued to be involved as student advisors in the ExxonMobil Young Entrepreneur (EYE) programme which teaches school children the value of business and free enterprise.  We were deeply saddened by the devastation caused by the tsunami in December 2004.  The Company donated assistance in-kind to victims in Penang and Kedah while the employees carried out a community project to help displaced victims.  In addition, employees, retirees, dealers and distributors participated in ExxonMobil's worldwide donation matching programme to raise funds for tsunami relief and reconstruction in affected countries.

Business Outlook

The prospects for the Malaysian economy in 2006 remain strong, but there are many challenges ahead of us. We expect refining margins to remain affected by regional refining capacity and the spread between prices for light crudes and other grades.  Crude price volatility has continued into the early parts of this year with prices rising to more than US$70 per barrel in January from about US$60 per barrel in the fourth quarter of 2005. Product margins are thus expected to continue to be under pressure.  Over the long term, we anticipate that the country’s robust economic growth will continue to support strong demand in petroleum products, but competition is likely to remain intense.

With the potential for earnings volatility and intense competition, we need to position ourselves to meet the challenges and participate in opportunities for growth. The Company's focus remains on expanding its strong business position through continued emphasis on strategic investments, product and service quality, the development of our human resources, and optimizing costs to strengthen the Company’s financial position. At the same time, we must continue to look for improvement ideas to sustain our competitive position.

CAUTIONARY NOTE: Statements in this release relating to future plans, projections, events, or conditions are forward-looking statements. Actual results, including project plans, timing, and capacities, could differ materially due to changes in long-term oil or gas prices or other market conditions affecting the oil and gas industry; political events or disturbances; the outcome of commercial negotiations; changes in technical or operating conditions; and other factors. 
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