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SHELL REFINING COMPANY (FEDERATION OF MALAYA) BERHAD

(Incorporated in Malaysia)


Interim report for the three months ended 30 September 2003


Following the Shell Refining Company (Federation Of Malaya) Berhad Board of Directors’ Meeting, held in Kuala Lumpur on 18 November 2003, the Company is pleased to announce its financial results for the three months ended 30 September 2003.

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 2002.

Condensed Income Statements

Unaudited

[image: image1.wmf]Note

30.9.2003

30.9.2002

30.9.2003

30.9.2002

RM’000

RM’000

RM’000

RM’000

Sales

1,350,465

1,217,098

4,049,222

3,130,016

Expenses excluding finance cost and tax

(1,253,292)

(1,175,506)

(3,908,287)

(3,005,526)

Other operating income

3,256

2,813

10,482

8,660

Profit from operations

100,430

44,405

151,417

133,150

Finance cost

(3,519)

(6,049)

(11,620)

(18,691)

Profit from ordinary activities before tax

96,911

38,356

139,797

114,459

Taxation

5

(10,622)

(21,619)

(16,468)

(34,150)

Profit from ordinary activities after tax

86,289

16,737

123,329

80,309

Minority interest

-

-

-

-

Net profit for the period

86,289

16,737

123,329

80,309

Estimated average annual effective tax rate

10.96%

56.36%

11.78%

29.84%

sen

sen

sen

sen

Earning per share:

-    basic

6

28.76

5.58

41.11

26.77

-    diluted

6

N/A

N/A

N/A

N/A

3 months ended

3 months ended

Individual Quarter

Cumulative Quarters


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

[image: image2.wmf]As at

As at 

Note

30.9.2003

30.9.2002

RM'000

RM'000

Non-current assets

Property, plant and equipment

7

1,425,968

1,513,997

Investment properties

-

-

Intangible assets

-

-

Jointly controlled entity and associates

-

-

Other non current assets

-

-

1,425,968

1,513,997

Current assets

Inventories

434,988

390,239

Receivables, deposits and prepayments

546,304

552,085

Marketable securities

-

-

Deposits, bank and cash balances

53,340

-

1,034,632

942,324

Less: Current liabilities

Provisions

-

-

Payables

(606,495)

(481,900)

Tax liabilities

(11,313)

-

Short term borrowings

10

-

(209,480)

Current portion of long term debt

10

(91,200)

(91,200)

Dividends payable

-

-

(709,008)

(782,580)

Net current assets

1,751,593

1,673,741

Less: Non current liabilities

Deferred tax liabilities

195,395

183,424

Provisions

-

-

Long term borrowings

10

600,400

691,600

795,795

875,024

955,797

798,718

Capital and reserves

Share capital

11

300,000

300,000

Revaluation reserve

18,650

18,650

Retained profit

637,147

480,068

Shareholders' equity

955,797

798,718


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

[image: image3.wmf]Distri-

butable

Revaluation

Share 

Share

and other

Retained

Note

capital

premium

reserves

earnings

Total

RM'000

RM'000

RM'000

RM'000

RM'000

Balance as at 31 December 2001

300,000

-

18,650

425,679

744,329

Net profit for the 12-month period

-

-

-

152,939

152,939

Dividend for the year ended:

- 31 December 2001 (final)

-

-

-

(25,920)

(25,920)

- 30 June 2002 (interim)

-

-

-

(6,480)

(6,480)

Balance as at 31 December 2002

300,000

-

18,650

546,218

864,868

Balance as at 31 December 2002

300,000

-

18,650

546,218

864,868

Net profit for the 9-month period

-

-

-

123,329

123,329

Dividend for the year ended:

- 31 December 2002 (final)

-

-

-

(32,400)

(32,400)

- 30 June 2003 (interim)

-

-

-

-

0

Balance as at 30 September 2003

300,000

-

18,650

637,147

955,797

Non-distributable


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

[image: image4.wmf]Note

30.9.2003

30.9.2002

RM'000

RM'000

Cash flows from operating activities

Profit/(Loss) after taxation

123,329

80,309

Adjustment for:

Depreciation

80,441

83,181

(Profit)/Loss from disposal of property, plant and equipment

0

(12)

Taxation

16,468

34,150

Exchange losses on foreign currency translation

478

(1,044)

Interest income

(532)

(92)

Interest expense

11,620

18,691

231,804

215,184

Changes in working capital

(Increase)/decrease in inventories

(38,367)

(165,029)

(Increase)/decrease in trade and other debtors

7,292

(58,016)

Increase/(decrease) in trade and other creditors

47,132

186,080

Net (increase)/decrease in amount due from related companies

(66,248)

(215,225)

Cash generated from operations

181,612

(37,006)

Interest received

532

92

Interest paid

(11,620)

(18,691)

Taxation paid

Net cash generated from operating activities

170,524

(55,605)

Cash flows from investing activities

Purchase of property, plant and equipment

(7,436)

(8,579)

Proceeds from disposal of property, plant and equipment

-

-

Net cash used in investing activities

(7,436)

(8,579)

Cash flow from financing activities

Repayment of long term borrowings

(68,400)

(68,400)

Repayment of short term borrowings

(8,948)

158,505

Dividends paid

(32,400)

(25,920)

Net cash (used in)/generated from financing activities

(109,748)

64,185

Net increase in cash and cash equivalent

53,340

0

Cash and cash equivalent at the beginning of the year

0

0

Cash and cash equivalent at the end of the year

53,340

0

9 months ended


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 2002.

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 2002. 

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

Taxation for the quarter ending 30 September 2003 amounting to RM 16,468,000 comprises taxation charge for the year to date of RM 12,305,000 and deferred taxation of RM 4,163,000. The difference between statutory tax rate and effective tax rate is mainly due to the depreciation expense of non-qualifying assets and taxation exempt income under pioneer status. 

6
Earnings per share

	
	
	3 months ended
	9 months ended

	
	
	30.9.2003
	30.9.2002
	30.9.2003
	30.9.2002

	(a) Basic earnings per share
	
	
	
	
	

	Net profit for the period
	(RM’000)
	86,289 
	16,737 
	123,329 
	80,309 

	Weighted average number of 

   ordinary shares in issue
	(‘000)
	300,000
	300,000
	300,000
	300,000

	Basic earnings per share
	(sen)
	28.76
	5.58
	41.11
	26.77

	
	
	
	
	
	

	(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 30 September 2003.The Company does not have any investments in marketable securities as at end of 30 September 2003.

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)
-


Current portion of term loan (unsecured)
  91,200


Term loan (unsecured) less current portion

               600,400








 USD’000
      RM’000











equivalent


Bank borrowings denominated in foreign currency- USD

   182,000
      691,600

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 30 September 2003 is as follows:

	
	RM’000

	
	

	Authorised by the Directors and contracted
	8,119

	Authorised by the Directors and not contracted
	10,951

	
	19,070

	
	

	Analysed as follows:
	

	- Property, plant and equipment
	19,070


Notes to the Financial Information
14 Contingent liabilities


The Company has guaranteed third party loans to its employees amounting to RM 80,400. This guarantees are not secured against any of the Company’s assets.  

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 to fund members in relation to:

(i)   the capital sum transferred;

(ii)  a minimum return of 2.5% per annum thereon; and

(iii) the death in service benefits.

Based on the information currently available, it is not possible to estimate the likely outcome of the liabilities as (i) and (ii) above are dependent on the performance of the SMPF whilst (iii) above is dependent on individual circumstances.

The Directors are of the view that the eventual outcome of the liabilities will not have an adverse impact on the financial position of the Company.

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

	
	3 months ended 

30 September 2003
	9 months ended 

30 September 2002

	
	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 2002, paid on 20 June 2003 (2001: paid on 7 June 2002)
	15
	32,400
	12
	25,920

	
	
	
	
	

	Interim dividend declared, payable 
	
	
	
	

	    on 15 October 2003 (2002: 

    paid on 19 October 2002)
	5
	10,800
	3
	6,480



21
Profit Before Taxation


The increase in quarterly profit before taxation as compared to the preceding quarter is mainly due to higher refining margins in 3rd quarter of 2003 and lower taxation expenses (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.

Notes to the Financial Information
23
Current Year Prospect


A commentary on the Company’s current period prospects 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

Following the Shell Refining Company (Federation Of Malaya) Berhad Board of Directors’ Meeting, held in Kuala Lumpur on 18 November 2003, the Chairman, Mr. Jon Chadwick, made the following announcement.

COMPANY PERFORMANCE

· Record financial result for the quarter 

· Year-to-date net income after tax of RM 123.3 million 

· Safety record of 2.7 million man-hours worked without any Loss Time Injuries

The refinery processed 10.8 million barrels of crude oil and feedstock and sold 10.9 million barrels of products during the third quarter of 2003. The Company recorded a strong financial result for the quarter mainly due to the increase in the refining margin compared to the same quarter last year. In addition, lower finance costs were also incurred in the quarter compared to the same quarter last year due to a lower interest rate and the continuous reduction in the loan principal balance. 

For the quarter, the Company recorded an after-tax net income of RM 86.3 million, an increase in after-tax net income of RM 69.6 million when compared to the same quarter last year.  This is the highest ever quarterly net income in the Company’s history. The cumulative net income after tax of the first three quarters of 2003 stands at RM 123.3 million (2002 first three quarters: RM 80 million).

The Company achieved zero Lost Time Injury (LTI) for the quarter. This means that the Company has clocked 2.7 million man-hours without any LTI since 22nd May 2001.

CURRENT YEAR PROSPECTS

· Market forces indicate continuing refining capacity surplus

· The Company continues to pursue aggressive cost and margin improvement initiatives to maintain strong performance

The surplus in refining capacity in the region is expected to continue. Fluctuations in crude oil and product prices will have an impact on gross margin through the inventory holding effect. 

Regardless of market forces, our Company will continue to pursue aggressive cost and margin improvement initiatives in order to maintain its strong underlying performance. For 2003, we are on track to better our net income results of 2002.
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