
ESSO MALAYSIA BERHAD

(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, 2006. 

CONDENSED INCOME STATEMENT (UNAUDITED) 

FOR THE QUARTER ENDED DECEMBER 31, 2006



Quarter ended
12 months ended


31.12.2006
31.12.2005
31.12.2006
31.12.2005



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

2,029,178
2,204,636
9,336,444
8,269,287

Other income
5,401
4,018
21,372
22,192

Cost of sales and expenses
(2,098,895)
(2,213,190)
(9,322,330) 
(8,233,134)
Finance cost
(7,483)

(6,596)
 (28,264)

(24,195)

Profit/(loss) before tax

(71,799)
(11,132)
   7,222
34,150

Tax expense

16
  24,338
    (837)
   (159)
(14,422)
Net profit/(loss) for the period
(47,461)
(11,969)
7,063
19,728


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

Earnings/(loss) per ordinary 


stock unit (sen)
24
(17.6)
(4.4)
2.6
7.3





=====

=====

=====
======

Proposed final gross dividend less 

income tax at 27% (2005: 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, 2005)
ESSO MALAYSIA BERHAD

(Company Number 3927 V)

CONDENSED BALANCE SHEET AS AT DECEMBER 31, 2006 (UNAUDITED)


Note
2006
2005



RM'000
RM'000

NON CURRENT ASSETS

Property, plant and equipment

886,952
931,729

Long term assets and receivables 

332,295
324,930

Intangible assets - software


4,731

5,680

TOTAL NON CURRENT ASSETS


1,223,978

1,262,339
CURRENT ASSETS
Inventories

384,522
459,863

Assets held for sale

-
3,033

Receivables

97,860
112,666

Amounts due from related corporations

233,520
262,902

Deposit, cash and bank balances

16,787
19,740

Taxation



49,453

2,815
TOTAL CURRENT ASSETS


782,142

861,019
CURRENT LIABILITIES

Payables


188,918
162,318

Provision

-
2,402
Retirement benefits obligations


260
1,198

Amounts due to related corporations


398,591
404,740

Borrowings (unsecured)
20
   633,778
   743,545
TOTAL CURRENT LIABILITIES


1,221,547
1,314,203

NET CURRENT LIABILITIES

(439,405)
(453,184)

LESS: NON CURRENT LIABILITIES

Retirement benefits obligations


49,258
49,510

Deferred taxation


101,508
 
109,573





150,766

159,083

TOTAL NET ASSETS EMPLOYED


633,807
650,072




=======

=======

FINANCED BY:
SHARE CAPITAL

135,000
135,000

RESERVES

8,000
8,000

RETAINED PROFITS


490,807

507,072
SHAREHOLDERS' EQUITY

633,807
650,072




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

(The condensed balance sheet should be read in conjunction with the audited financial statements for the year ended December 31, 2005)

ESSO MALAYSIA BERHAD

(Company Number 3927 V)

CONDENSED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

FOR THE YEAR QUARTER ENDED DECEMBER 31, 2006



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, 2005
270,000
135,000
8,000
510,672
653,672

Net profit 


-
-
-
19,728
19,728

Dividends for the year ended
-

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

December 31, 2004 (final)

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

At January 1, 2006
270,000
135,000
8,000
507,072
650,072

Net profit

-
-
-
 7,063
7,063

Dividends for the year ended
-

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

December 31, 2005 (final)

At December 31, 2006
270,000
135,000
8,000
490,807
633,807

(The condensed statement of changes in equity should be read in conjunction with the audited financial statements for the year ended December 31, 2005)

ESSO MALAYSIA BERHAD

(Company Number 3927 V)

CONDENSED STATEMENT OF CASH FLOWS (UNAUDITED)

FOR THE YEAR ENDED DECEMBER 31, 2006


12 months ended


31.12.2006

RM'000
31.12.2005

RM'000

CASH FLOWS FROM OPERATING ACTIVITIES



Net profit attributable to shareholders
7,063
19,728





Adjustments for non-cash items
98,206
128,719





Changes in working capital:



(Increase) / decrease in current assets
121,660
(27,775)

Increase / (decrease) in current liabilities
8,238
(2,135)


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

Cash generated from operations
235,167
118,537





Interest / Tax / Retirement benefits payments
(74,262)
(54,572)


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


Net cash from operating activities
160,905
63,965





CASH FLOWS FROM INVESTING ACTIVITIES



Purchase of property, plant and equipment and intangibles
(27,521)
(51,102)

(Increase) / decrease in long term assets and receivables 
(3,554)
910

Proceeds from disposal of property, plant and equipment  and intangibles
124
7,696


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


Net cash used in investing activities
(30,951)
(42,496)





CASH FLOWS FROM FINANCING ACTIVITIES



(Repayment of) / proceeds from borrowings - net
(109,767)
(22,455)

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


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


Net cash used in financing activities
(133,095)
(45,783)





NET DECREASE IN CASH AND CASH EQUIVALENTS
(3,141)
(24,314)





CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
12,930
37,244


________
________

CASH AND CASH EQUIVALENTS AT END OF PERIOD
9,789
12,930


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

(The condensed statement of cash flows should be read in conjunction with the audited financial statements for the year ended December 31, 2005)

ESSO MALAYSIA BERHAD

(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, 2005.  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, 2005.


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, 2005 except as disclosed below. 
In 2006, the Company adopted the following FRS that are relevant to its operations: 

FRS 2 
Share-based Payment 

FRS 117
Leases

FRS 124 
Related Party Disclosures

The Directors are of the opinion that the share-based compensation arising under FRS 2 is not material to the financial statements. The adoption of FRS 117 has resulted in the following changes to the financial statements:

(a) Change in Accounting Policy

The adoption of FRS 117 Leases has resulted in the reclassification of leasehold land from Property, Plant and Equipment to Prepaid Lease Rentals.  In accordance with the standard’s transitional provision, the Company has adopted this standard retrospectively and has retained the unamortised revalued amount as the carrying amount in the books, for the leasehold lands that had been previously revalued. The last revaluation was conducted in 1982. 
ESSO MALAYSIA BERHAD

(Company Number 3927 V)

Part A - Explanatory Notes Pursuant to FRS 134

1.
Basis of Preparation (Continued)

(b) Prior Periods Adjustment

The comparative financial statements of the prior year and the previously reported interim periods were restated as follows, consistent with the retrospective application of FRS 117: 


As previously

reported
Effects of

FRS 117
As restated


RM’000
RM’000
RM’000

Balance Sheet as at 

31 December 2005




Property, plant and equipment
1,048,559
(116,830)
931,729

Long term assets and receivables
208,100
116,830
324,930






Balance Sheet as at 

31 March 2006




Property, plant and equipment
1,033,208
(118,544)
914,664

Long term assets and receivables
206,972
118,544
325,516






Balance Sheet as at 

30 June 2006




Property, plant and equipment
1,022,230
(118,000)
904,230

Long term assets and receivables
207,887
118,000
325,887






Balance Sheet as at 

30 September 2006




Property, plant and equipment
1,014,150
(117,358)
896,792

Long term assets and receivables
211,613
117,358
328,971

Consistent with the adoption of FRS in the Company’s 2005 financial statements, the following comparative amounts have been restated to reflect the effects of changing to first-in-first-out inventory cost formula under FRS 102 Inventories: 


As previously

reported
Effects of

FRS 102
As restated


RM’000
RM’000
RM’000

Effects on net profit for the quarter ended 

31 December 2005:




Cost of sales and expenses
2,208,497
4,693
2,213,190

Tax expense/(credit)
2,245
(1,408)
837

Profit/(loss) for the period
(8,684)
(3,285)
(11,969)

ESSO MALAYSIA BERHAD




(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, 2005 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, 2005 are as follows:





RM'000


In respect of the year ended December 31, 2005:

  


Final dividend per stock unit, paid on June 20, 2006:


Ordinary - 12 sen gross less income tax at 28%


23,328




______




23,328




=====
ESSO MALAYSIA BERHAD

(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, 2005. 

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. 

ESSO MALAYSIA BERHAD

(Company Number 3927 V)

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, 2005.

13. Review of Performance - Current Financial Period ended 31 December 2006


Full Year 2006 Financial Results

The Company recorded an after tax profit of RM7 million for 2006, compared to RM20 million in 2005, as strong retail volume growth and improved marketing margins were offset by the impact of the high cost of low sulfur crudes on refining margins and adverse inventory valuation effects.

Revenues in 2006 were RM9.3 billion, an increase of RM1.1 billion or 13% over the previous year, reflecting higher product prices.

Operating performance for the year was strong, with 8% sales growth in the controlled petroleum products sector reflecting the benefits of retail initiatives such as the Smiles driver reward loyalty card and diesel subsidy card programs.  The Company progressed efforts to increase the mix of lower cost refinery feedstocks, and implemented process upgrades to improve product yields.  Our plants and terminals maintained high levels of operating reliability, winning several gold awards from the Malaysian Society for Occupational Safety and Health, and completing 10 years of continuous operations without an employee lost time injury. 

Fourth Quarter 2006 Financial Results

The business environment in the fourth quarter was very challenging, with the Company recording an after tax loss of RM47 million, compared to a loss of RM12 million in the same period in 2005.  Improved earnings in the marketing sector were more than offset by the impact of weaker refining margins and adverse inventory valuation effects.  The fourth quarter loss offset most of the gains made earlier in 2006.

14.
Commentary on Prospects

The prospects for the Malaysian economy in 2007 and beyond remain positive, and the demand for petroleum products is expected to remain strong. Nevertheless, the potential for earnings volatility remains and intense competition will continue.  In this environment we will work to further diversify refinery feedstocks to increase operating flexibility and lower crude costs, selectively expand our retail business, and maintain our focus on product and service quality, flawless operations and cost control.

ESSO MALAYSIA BERHAD

(Company Number 3927 V)

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

Listing Requirements of BMSB

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


31.12.2006
31.12.2005
31.12.2006
31.12.2005



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


Current taxation
(16,379)
1,369
8,205
16,750


(Over)/under accrual 


in prior years
(30)
(133)
(30)
(133)


Real Property Gains Tax
49
-
49
-


Deferred taxation



Origination and reversal 


of temporary differences
(426)
(399)
(513)
(2,195)


Reduction in statutory 


tax rate
(7,552)
-
(7,552)
-




                      
        _________
                 
_________



(24,338)
837
159
14,422



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

In December 2006, the government gazetted a reduction in the statutory tax rate to 27% for the year ended December 31, 2007. The tax rate reduction to 26% from 2008 that was included in the budget speech has not been gazetted yet, but is considered substantially enacted.  Included in the above are effects on deferred taxation of these reductions.

The effective tax rates primarily reflect the varying relationship of the non-deductible expenses (which are relatively fixed over time) to changing levels of profit or loss from period to period. 

17.
Sale of Unquoted Investments and Properties


In the current quarter, the Company recorded a before tax profit of RM60,000 from the sale of land that the Company no longer considers suitable for service station development.  For the period ended December 31, 2006, the land sales resulted in a before tax profit of RM202,000.

ESSO MALAYSIA BERHAD

(Company Number 3927 V)

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

Listing Requirements of BMSB

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, 2006 are as follows:




RM'000
Short-term, unsecured
633,778


=======




USD'000
RM'000


Borrowings include a floating rate term loan


at fixed foreign exchange rate from a related party
80,000
299,860

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, 2005.

ESSO MALAYSIA BERHAD




(Company Number 3927 V)

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

Listing Requirements of BMSB

23.
Dividend Payable 

The Directors propose that a final dividend of 12 sen less Malaysian income tax at 27% per ordinary stock unit, amounting to RM23,652,000, for the year ended December 31, 2006, be payable on June 20, 2007 to stockholders who are registered in the Register of Members and Register of Depositors on June 1, 2007.
24.
Earnings Per Ordinary Stock Unit








 Quarter ended
12 months ended


31.12.2006
31.12.2005
31.12.2006
31.12.2005
Net profit/(loss) for

the period (RM'000)
(47,461)
(11,969)
7,063
19,728

Number of ordinary stock unit

in issue ('000)
270,000
270,000
270,000
270,000
Earnings/(loss) per stock unit (sen)
(17.6)
(4.4)
2.6
7.3


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

-1-

