PETRONAS Dagangan Berhad (88222-D)


Notes to the Interim Financial Report

A1
BASIS OF PREPARATION

The Interim Financial Report is unaudited and has been prepared in compliance with FRS 1342004: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. The Interim Financial Report should also be read in conjunction with the audited Annual Financial Report for the year ended 31 March 2006.

The Interim Financial Report has been prepared in accordance with the same accounting policies adopted in the Annual Financial Report for the year ended 31 March 2006, except for the accounting policy changes that are expected to be reflected in the 2007 Annual Financial Report. 

The MASB has issued a number of new and revised Financial Reporting Standards (FRSs, which term collectively includes the MASB’s Issues Committee’s Interpretations) that are effective for accounting periods beginning on or after 1 January 2006.

The following sets out further information on the changes in accounting policies for the annual accounting period beginning on 1 January 2006 which have been reflected in this Interim Financial Report as a result of the new FRSs:

(a) Summary of the effect of changes in accounting policies

(i) Effect on opening balance of total equity at 1 April 2006 (as adjusted)

The following table sets out the adjustments that have been made to the opening balances as at 1 April 2006.
	Effect of changes in accounting policies (increase/(decrease))
	Share Capital
	Retained profits 
	Total
	Minority interests
	Total equity

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Prior period adjustment:

FRS 116 – Provision for   dismantling, removal and site restoration costs
	-
	(15,859)
	(15,859)
	-
	(15,859)

	
	
	
	
	
	

	
	
	
	
	
	

	Total effect at 1 April 2006
	-
	(15,859)
	(15,859)
	-
	(15,859)


(ii) Effect on profit after taxation for the three months ended 30 June 2006 (estimated) and 30 June 2005 (as adjusted)

In respect of the three month period ended 30 June 2006, the following table provides estimates of the extent to which the profits for that period are higher or lower than they would have been had the previous policies still been applied in the interim period.

	Effect of changes in accounting policies (increase/(decrease))
	Three months ended 

30 June 2006


	Three months ended 

30 June 2005



	
	Share-holders of the Company
	Minority Interests
	Total
	Share-holders of the Company
	Minority interests
	Total 


	
	RM’000
	RM’000
	RM’000
	RM’000
	RM‘000
	RM’000

	FRS 116 

Dismantling, removal and restoration costs

Depreciation

Finance costs
	(168)

(142)
	-

-


	(168)

(142)
	(170)

(138)
	-

-
	(170)

(138)

	Total effect for the period
	(310)
	-
	(310)
	(308)
	-
	(308)


	
	
	
	
	
	


(b) Dismantling, removal and site restoration costs (FRS 116, Property, Plant and Equipment)

With the adoption of the revised FRS 116, the cost of an item of property, plant and equipment now includes the costs of dismantling and removing the item and restoring the site on which it is located, where such obligations exist. Also in accordance with FRS 116, a provision is recognised for these dismantling, removal and site restoration costs.  

(c) Amortisation of purchased goodwill (FRS 3, Business Combinations and FRS 136, Impairment of Assets)

In prior periods, goodwill was amortised on a straight-line basis from the date of initial recognition over the unexpired land lease term.

With effect from 1 April 2006, in accordance with FRS 3 and FRS 136, the Group no longer amortises purchased goodwill. Such goodwill is tested annually for impairment, including in the year of its initial recognition, as well as when there are indications of impairment. 

(d) Changes in presentation (FRS 101, Presentation of Financial Statements and FRS 127, Consolidated and Separate Financial Statements) – Minority Interests

In prior periods, minority interests at the balance sheet date were presented in the consolidated balance sheet separately from liabilities and as deduction from net assets. Minority interests in the results of the Group for the year were also separately presented in the income statement as a deduction before arriving at the profit attributable to shareholders.

With effect from 1 April 2006, in order to comply with FRS 101 and FRS 127, minority interests at the balance sheet date are presented in the consolidated balance sheet within equity, separately from the equity attributable to the equity holders of the parent, and minority interests in the results of the Group for the period are presented on the face of the consolidated income statement as an allocation of the total profit or loss for the period between the minority interests and the equity holders of the parent.

The presentation of minority interests in the consolidated balance sheet, income statement and statement of changes in equity for the comparative period has been restated accordingly.

A2
AUDIT QUALIFICATION


Not applicable.

A3
SEASONAL OR CYCLICAL FACTORS


The Group's operations in relation to sales volume are not significantly affected by seasonal or cyclical fluctuations of the business/industry. 
A4
EXCEPTIONAL ITEM


None.

A5
CHANGES IN ACCOUNTING ESTIMATES


There were no changes in accounting estimates in the current quarter.

A6
CAPITAL COMMITMENTS

Outstanding commitments in respect of capital expenditure at balance sheet date not provided for in the interim financial report are:-

	
	30/06/2006
RM’000

	Property, plant and equipment:

Approved and contracted for
	52,251

	Approved but not contracted for
	522,129

	
	574,380


A7
ISSUANCE OR REPAYMENT OF DEBTS AND EQUITY SECURITIES


None.

A8
DIVIDENDS PAID

No dividends have been paid during the period under review.
A9
SEGMENTAL INFORMATION


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

A10
PROPERTY, PLANT AND EQUIPMENT


Property, plant and equipment except for freehold land are stated at cost less accumulated depreciation and accumulated impairment losses, if any. Cost also includes costs of dismantling and removing the item and restoring the site on which it is located, where such obligations exist. Freehold land is stated at cost.

A11
EVENTS AFTER BALANCE SHEET DATE

In the opinion of the Directors, no transaction or event of a material or unusual nature had occurred between 30 June 2006 and the date of this announcement.

A12
CHANGES IN THE COMPOSITION OF THE GROUP


None.

A13
CONTINGENT LIABILITIES


None.

Additional information required by the Bursa Malaysia Listing Requirements

B1
REVIEW OF PERFORMANCE 
Group revenue for the quarter and year-to-date ended 30 June 2006 rose by RM859.0 million to RM4,739.1 million from the results of the same period last year. This is due to higher average selling price.

Group pre-tax profit for the quarter and year-to-date ended 30 June 2006 recorded an increase of RM35.7 million to RM229.9 million compared to the same period last year which recorded a pre-tax profit of RM194.2 million (restated). The increase is due to higher gross profit. 

B2
VARIATION OF RESULTS AGAINST PRECEEDING QUARTER
In the first quarter, the Group pre-tax profit increased from RM107.2 million (restated) in the preceding quarter to RM229.9 million. This is mainly due to higher gross profit and lower operational expenses in this quarter.
B3
CURRENT YEAR PROSPECTS
The Directors are of the opinion that revenue is expected to improve and market leadership will be maintained with continued aggressive marketing initiatives. However, profits for the year will, to a certain extent, continue to be impacted by fluctuations in petroleum product costs as a consequence of volatile international crude oil prices.

B4
PROFIT FORECAST

No profit forecast was issued for the financial period.
B5
TAX EXPENSE
Taxation comprises the following:

Individual and Cumulative Quarter
	
	
	
	Current Year To Date

	
	
	
	30/06/2006

	
	
	
	RM’000

	
	
	
	

	Income tax: 
	
	
	

	Current Quarter / Year-to-date
	
	
	71,311

	
	
	
	

	Deferred taxation: 
	
	
	

	Current Quarter / Year-to-date

	
	
	121

	
	
	
	71,432


B6
UNQUOTED INVESTMENTS AND PROPERTIES
There were no disposals of unquoted securities and no material gains or losses from disposal of properties during the financial period.

B7
QUOTED INVESTMENTS
There were no investments in quoted securities during the financial period.

B8
STATUS OF CORPORATE PROPOSALS ANNOUNCED
There were no corporate proposals announced but not completed at the latest practicable date for the Group.

B9
BORROWINGS
Particulars of the Group’s borrowing, all of which is denominated in Ringgit Malaysia, as at 30 June, are as follows:

	
	30/06/2006

	
	RM’000

	
	

	Short Term – Secured
	10,142

	Long Term – Secured
	2,701


B10
OFF BALANCE SHEET FINANCIAL INSTRUMENTS
There are no off balance sheet risks as at the date of this report that may materially affect the position or business of the Group.

B11
MATERIAL LITIGATION
There has been no material litigation at the date of this report.

B12
DIVIDENDS


No dividend has been declared for the period under review.

B13
BASIC EARNINGS PER SHARE

The earnings per share is derived based on the profit for the period attributable to shareholders of the Company of RM157,522,000 (June 2005 (restated): RM139,010,000) and on the number of ordinary shares as at 30 June 2006 of 993,454,000 (June 2005: 993,454,000).

BY ORDER OF THE BOARD

Noor Lily Zuriati Binti Abdullah (LS 05485)

Yeap Kok Leong  (MAICSA 0862549)

Joint Secretaries

Kuala Lumpur

29 August 2006
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