PETRONAS DAGANGAN BERHAD

For The Quarter Ended 30 June 2000.

NOTES

1. ACCOUNTING POLICIES
The quarterly financial statements have been prepared based on accounting policies and methods of computation consistent with those adopted in the Annual Report.

2. EXCEPTIONAL ITEMS
There were no exceptional items for the financial period under review.

3. EXTRAORDINARY ITEMS
There were no extraordinary items for the financial period under review.

4. TAXATION
Taxation comprises the following:


First Quarter

Cumulative Quarter


Current Year

Current Year To Date


30.6.2000

30.6.2000


RM’000

RM’000






Income tax :




Current Year
40,843

40,843






Deferred taxation :




Transfer to/(from) Deferred




Taxation

(897)

(897)


39,946

39,946

Share of income tax in
17

17

Associated company





39,963

39,963

5. PRE-ACQUISITION PROFIT

There were no pre-acquisition profits or losses for the current financial period- to- date.

6. PROFIT ON SALE OF PROPERTIES
There were no profits or losses on any sale of investments and/or properties for the current financial period-to-date.

7. PURCHASES AND SALES OF QUOTED SECURITIES
There were no purchases or disposal of quoted securities during the financial period and there were no investments of quoted shares as at the end of the financial period.

8. CHANGES IN THE COMPOSITION OF THE GROUP
There were no changes in the composition of the Group.

9. STATUS OF CORPORATE PROPOSALS 
On 28 April 2000, PETRONAS Dagangan Berhad (PDB) announced to KLSE that PDB and Shell Malaysia Trading Sdn. Bhd (SMTSB), the co-owners of the Multi-Product Pipeline, the Klang Valley Distribution Terminal and associated facilities (“Facility”), have agreed in principle to divest a 20 percent participating interest in the Facility to Esso Malaysia Berhad (EMB) at a price of RM120million. When completed, the proposed divestment will reduce both PDB’s and SMTSB’s participating interests in the project to 40 percent each.

The parties are currently finalising the terms and conditions for EMB’s participation.

10. SEASONALITY OR CYCLICALITY OF OPERATIONS
The Group’s operations is not significantly affected by seasonal or cyclical fluctuations of the business/industry. However, the Group’s profitability may be influenced by the Automatic Pricing Mechanism (APM) introduced by the Government in 1983 to regulate the retail prices of LPG, petrol and diesel. The retail prices are reviewed monthly by the Ministry of Domestic Trade and Consumer Affairs.

Product cost may vary from month to month depending on the international market prices and the Ringgit-US Dollar exchange rate fluctuations. The marketing and distribution costs, dealer’s commission and company margin are held constant until changes are agreed between the Government and the oil companies. To maintain the retail price, the sales tax or subsidy component is adjusted. In times of  low product cost, sales tax will be increased and conversely in times of high product cost, sales tax will be reduced and if applicable, subsidy will be introduced.

Due to operational reasons, the computation of the retail price for a particular month utilises the monthly average product cost two months earlier. This has resulted in a lag in the application of the computed sales tax or subsidy, where the sales tax or subsidy determined for a particular month was computed based on the monthly average product cost two months earlier. Thus the lag effect of the APM as was the case for this quarter where the Company gains from lower sales tax two months earlier when product cost was lower due to softer crude oil prices.

11. ISSUANCE OR REPAYMENT OF DEBTS AND EQUITY SECURITIES
During the period, there were no issuance and repayment of debt and equity securities, share buy backs, share cancellation or shares held as treasury shares and resale of treasury shares.

12. GROUP BORROWING
Particulars of the Group borrowing, all of which is denominated in Ringgit Malaysia, as at 30 June 2000, is as follows:


30.6.2000


RM’000




Short term – Secured
  5,646

Long Term – Secured
68,404

13. CONTINGENT LIABILITIES
There are no contingent liabilities to be disclosed as at the date of this report.

14. OFF BALANCE SHEET FINANCIAL INSTRUMENTS
There are no off balance sheet risks as at the date of this report that might materially affect the position or business of the Group.

15. MATERIAL LITIGATION
There has been no material litigation at the date of this report.

16. SEGMENT REPORT
The Group’s principal activities consist of domestic marketing of petroleum products and the operation of service stations. Segment reporting is deemed not necessary.

17. COMPARISON WITH PRECEDING QUARTER’S RESULTS.
The Group Profit Before Tax in the first quarter ended 30 June 2000 recorded an increase of RM100.4 million or 306% from the fourth quarter of 1999/2000. The earnings per share for this first quarter is 18.8 sen compared to 4.8 sen in the previous fourth quarter. The improvement in results was mainly due to lower product costs because of the weakening market for crude oil and the lag effect of the Automatic Pricing Mechanism (APM) as explained in Note 10 above. 

18. REVIEW OF PERFORMANCE 
The Group continue to maintain high sales turnover as a result of improving domestic economy and the continuation of its aggressive marketing initiatives aimed at improving market share. In addition, product costs also declined resulting in a favourable margin for the Group for this quarter. The improvement in results was mainly due to lower product costs because of the weakening market for crude oil and the lag effect of the Automatic Pricing Mechanism (APM) as explained in Note 10 above. 

In the opinion of the directors, the results of the Group for the current financial period has not been affected by any transaction or event of a material or unusual nature which has arisen between 30 June 2000 and the date of this announcement.

19. CURRENT YEAR PROSPECTS
The directors are of the opinion that the current year’s turnover is expected to improve in line with the domestic economic recovery. However, if product costs continue to increase, there will be significant downward pressure on margins.

20. VARIANCE ON FORECAST PROFIT/PROFIT GUARANTEE
No profit forecast or profit guarantee was issued for the financial period.

21. DIVIDEND
No dividend has been declared for the period under review
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