

















Following the Shell Refining Company (Federation Of Malaya) Berhad Board of Directors’ Meeting, held in Kuala Lumpur on 24 February 2003, the Company is pleased to announce its financial results for the three months ended 31 December 2002.





This 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 Company’s financial statements for the year ended 31 December 2001.





















































































































































Condensed Income Statements


Unaudited
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The notes set out on pages 6 to 11 form an integral part of, and should be read in conjunction with this interim financial report.














Condensed Balance Sheet


Unaudited
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The notes set out on pages 6 to 11 form an integral part of, and should be read in conjunction with this interim financial report.














Condensed Statement of Changes in Equity


Unaudited
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The notes set out on pages 6 to 11 form an integral part of, and should be read in conjunction with this interim financial report.














Condensed Cash Flow Statement


Unaudited
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The notes set out on pages 6 to 11 form an integral part of, and should be read in conjunction with this interim financial report.











Notes to the Financial Information








1	Basis of preparation





This 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 Company’s financial statements for the year ended 31 December 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 31 December 2001 except for the adoption of the new applicable approved accounting standards set out below.





(a) Prospective application:





The following new MASB Standards have been applied prospectively from 1 January 2002:


	MASB 21 “Business Combinations”


	MASB 23 “Impairment of Assets”





(b) Retrospective application:





The following new MASB Standards have been applied retrospectively:


	MASB 19 “Events After Balance Sheet Date”


	MASB 20 “Provisions, Contingent Liabilities and Contingent Assets”





There are no changes in accounting policy that affect net profit for the period or shareholders’ equity as a result of the adoption of these standards in the interim financial report.








2	Segmental reporting





The Company is principally engaged in the oil and gas industry namely refining and manufacturing of petroleum products. Accordingly, no segmental information is considered necessary for analysis by industry segments.








3	Analysis of results





All the results of the Company are based upon existing continuing operations. There is no change in the composition of the Company during the interim period, including business combination, acquisition or disposal of subsidiaries and long-term investments, restructurings and discontinuing operations. There is also no unusual transaction effecting assets, liabilities, equity, net income and cash flow.








4	Individually significant items





The Company has nothing to disclose as regards significant items in the quarterly financial statements under review.





























Notes to the Financial Information








5	Tax





Tax credit for the quarter ending 31 December 2002 amounting to RM 45,031,000 comprises taxation charge for the year of RM 3,071,000 and deferred taxation of RM 41,960,000.  The difference between statutory tax rate and effective tax rate is mainly due to the depreciation expense of non-qualifying assets, taxation exempt income under pioneer status and capital income received.








6	Earnings per share





�
�
3 months ended�
12 months ended�
�
�
�
31.12.2002�
31.12.2001�
31.12.2002�
31.12.2001�
�
(a) Basic earnings per share�
�
�
�
�
�
�
Net profit for the period�
(RM’000)�
72,625 �
(32,843)�
152,933 �
(147) �
�
Weighted average number of 


   ordinary shares in issue�



(‘000)�



300,000�



300,000�



300,000�



300,000�
�
Basic earnings per share�
(sen)�
24.21�
(10.95)�
50.98�
(0.05)�
�
�
�
�
�
�
�
�
(b) Diluted earnings per share�



(sen)�
N/A�
N/A�
N/A�
N/A�
�






7	Carrying amount of revalued assets





The Company has nothing to disclose as regards valuations of property, plant and equipment in the quarterly financial statements under review.








8	Marketable securities





The Company has not undertaken any purchase or disposal of marketable securities during the current financial period ending 31 December 2002.The Company does not have any investments in marketable securities as at end of 31 December 2002.








9	Unquoted investments and/or properties





The Company has nothing to disclose with respect to sale of investments and/or properties (other than fixed assets in the normal course of business) in the quarterly financial statements under review.












































Notes to the Financial Information








10	Bank borrowings





	Details of the Company’s bank borrowings as at end of the period are as follows:





		RM’000


	


	Short term borrowings (unsecured)	8,948


	Current portion of term loan (unsecured)	  91,200	


Term loan (unsecured) less current portion		               668,800





								 USD’000	      RM’000


										equivalent	


Bank borrowings denominated in foreign currency- USD		   200,000	      760,000








11	Debt and equity securities





The Company has nothing to disclose with respect to issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial period to date.








12	Financial instruments





The Company does not have any financial instruments to disclose.








13	Capital commitments





Capital commitments not provided for in the financial statements as at 31 December 2002 is as follows:





�
RM’000�
�
�
�
�
Authorised by the Directors and contracted�
2,531�
�
Authorised by the Directors and not contracted�
14,839�
�
�
17,370�
�
�
�
�
Analysed as follows:�
�
�
- Property, plant and equipment�
17,370�
�







































Notes to the Financial Information








14	Contingent liabilities


	


	The contingent liabilities are as follows:





(a)	The Company has provided guarantees for the principal of third party loans granted to its employees amounting to RM 80,400. This guarantees are not secured against any of the Company’s assets.  





(b)  	Arising from the transfer of assets from the Shell Malaysia Retirement Benefit Fund to the   Shell Malaysia Provident Fund on 1 May 1997, the Company has provided guarantees in relation to:





(i)   the capital sum transferred;


(ii)  a minimum return of 2.5% per annum on that capital sum; and


(iii)	 the associated death in service benefits.





This guarantees are not secured against any of the Company’s assets.





(c)  The Company participated in oil-spill funds namely CRISTAL and IOPC Funds . The purpose of the Funds is to help compensate those who have suffered financial loss as a result of an oil spill from a tanker. The members of the Funds will have to make contribution to the Funds. The level of contributions varies each year, depending on the amounts of compensation which the 1992 Fund has to pay. That depends on the incidents which occur and the amounts to be paid in compensation.





There is no pending material litigation against the Company at the date of this report.








15	Significant post balance sheet event





The Company has nothing to disclose as regards significant post balance sheet event in the quarterly financial statements under review.








16	Seasonality and cyclicality





The Company’s operation is not affected by any seasonal or cyclical factors.








17	Audit report





The audit report of the Company’s preceeding annual financial statement was not subjected to any qualification.








18	Changes in estimates





The Company has nothing to disclose as regards the nature and amount of changes in estimates of amount reported in prior periods.




















Notes to the Financial Information








19	Corporate proposal





The Company does not have anything to report as regards the status of corporate proposals.











20	Dividends paid





�
9 months ended 


30 September 2002�
9 months ended 30 September 2001�
�
�
Gross dividend per share�
Amount of dividend net of 28% tax�
Gross dividend per share�
Amount of dividend net of 28% tax�
�
�
Sen�
RM ‘000�
Sen�
RM ‘000�
�
Final dividend approved by shareholders in respect of the year ended 31 December 2001, paid on 7 June 2002 (2001: paid on 7 June 2001)�












12�












25,920�












15�












32,400�
�
�
�
�
�
�
�
Interim dividend declared, payable �
�
�
�
�
�
    on 18 October 2002 (2001: 


    paid on 19 October 2001)�



3�



6,480�



3�



6,480�
�









	21	Profit Before Taxation





	The increase in quarterly profit before taxation as compared to the preceding quarter is mainly due to strong refining margins in October and November 2002 and inventory holding gains (see accompanying Management Commentary).


	





22    	Company Performance





	A review of the Company’s performance in the reporting period is provided for in the accompanying Management Commentary.








�
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23	Prospect for 2003


	


	A commentary on the Company’s prospect for 2003 is provided for in the accompanying Management Commentary.








24	Profit Forecast





The Company has nothing to disclose with respect to variance of actual profit from forecast profit.









































































































































Management Commentary











DIVIDEND





The Directors have declared a final dividend of 15 sen per unit of stock of RM 1.00 each, less tax at 28%, payable on 20 June 2003 to the stockholders appearing in the Register of Stockholders at the close of business on 6 June 2003.





Registerable transfers received by the Registrars of the Company before 5.00 pm on 6 June 2003 will be registered before entitlement to dividends is determined.











COMPANY PERFORMANCE





The Company achieved zero Lost Time Injury (LTI) for the quarter. The Company has clocked 1.92 million man-hours without LTI since the last LTI on 22nd May 2001.





The financial performance of the Company during the quarter improved mainly due to strong refining margins in October and November 2002. 





The increase in both crude oil and product prices during the quarter has resulted in an inventory holding gain. This resulted in an after-tax net income of RM 72.6 million for the 4th quarter, an increase in after-tax net income of RM 105.5 million when compared to the same quarter last year.  





The refinery processed 10.9 million barrels of crude oils and feedstocks and sold 11.2 million barrels of products. Its manufacturing costs were lower during the quarter when compared to the same period last year. Its operating costs were also lower due to the reduction in financing costs as a result of lower interest rate and the continuous reduction of its term loan principal.








PROSPECTS FOR 2003





The refinery capacity in the region continues to remain in surplus causing a downward pressure on refining margin.





In the short term, refining margin is expected to remain volatile fluctuating with the movement in crude oil prices and global developments.
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