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1. 
INTRODUCTION 


The Board of Directors of OilCorp (“Board”) is pleased to announce that the wholly-owned subsidiary, Oil-Line Engineering & Associates Sdn Bhd (“Oil-Line” or “the Vendor”) had on 20 September entered into a Share Sale Agreement (“the Agreement”) for the proposed disposal of 100,000 ordinary shares of RM1.00 each representing the entire equity interest in TNSB for a total cash sale consideration of RM2,000,000.00. TNSB is a wholly owned subsidiary of Oil-Line, which in turn is the indirect wholly owned subsidiary of OilCorp.


2. 
PROPOSED DISPOSAL 

2.1 
Particulars 


On 20 September 2004, Oil-Line entered into the Agreement with Techbest Engineering Sdn Bhd ("Techbest" or “the Purchaser”) for the proposed disposal of the entire equity interest in TNSB representing 100,000 ordinary shares of RM1.00 each ("TNSB Shares") for a total cash sale consideration of RM2,000,000.00. 

There are no external liabilities (being liabilities not recorded in the accounts of TNSB up to the Completion Date(as defined below)) to be assumed by Techbest as a result of the Proposed Disposal.

2.2 
Basis of sale consideration 

The sale consideration of RM2,000,000.00 was arrived at a willing-buyer willing-seller basis after taking into consideration the audited net tangible assets (“NTA”) of TNSB as at 31 December 2003 of RM2,938,539.00, before distribution of dividends of approximately RM1,600,000.00, to be declared by TNSB (“2004 Dividends”). The said distribution of the 2004 Dividends is expected to be declared by the 4th quarter of 2004. As a result, the proforma NTA of TNSB after declaration of the 2004 Dividend is estimated to be RM1,338,539.00.

2.3 Salient terms of the Agreements 

The salient terms of the Proposed Disposal are as follows:-

(i) The total cash sale consideration of RM2,000,000.00 shall be paid by the Purchaser in the following manner:-

(a) A sum of RM200,000.00 being the earnest deposit and part payment towards the purchase price, paid to Messrs S.B. Cheah & Associates, who shall act as stakeholders (“the Stakeholder”), on or before the date of 30 September 2004 (“the Effective Date”); and

(b) The balance sum of RM1,800,000.00 (“Balance Sum”) shall be paid to the Stakeholder within four (4) months form the Effective Date (“the Completion Date”).

(ii) In the event the Purchaser shall fail to pay the Balance Sum or any outstanding balance within the stipulated four (4) months’ timeframe mentioned in (i)(b) above, the Purchaser shall pay Oil-Line, interest on the Balance Sum, or such part thereof which remains outstanding, at a rate which shall be ten percent per annum (10% p.a.), calculated on a daily basis from the date following the Completion Date to the date the Balance Sum is paid in full.

2.4 Conditions precedent

The transfer the TNSB Shares from the Vendor to the Purchaser shall be conditional upon and subject to the following being obtained or fulfilled, as the case may be:-

(i) The full payment of the 2004 Dividends by TNSB to its shareholders; and

(ii) All the inter-company balances between TNSB and OilCorp group shall be fully settled.

3. 
BACKGROUND INFORMATION OF COMPANIES

3.1 
Information on the Vendor – Oil-Line


Oil-Line was incorporated in Malaysia on 21 February 1990, as a private limited company under the Companies Act, 1965. It commenced operations on 12 June 1990. As at 31 August 2004, the authorised share capital of Oil-Line is RM25,000,000.00 comprising 25,000,000 ordinary shares of RM1.00 each. It has an issued and paid-up capital of RM10,591,540.00 comprising 10,591,540 ordinary shares of RM1.00 each.

The principal activities of Oil-Line are that of providing integrated engineering, procurement and construction management services to the oil and gas, petrochemical, power generation and semiconductor industries and related services, and investment holding.

3.2 
Information on the Purchaser - Techbest
Techbest was incorporated in Malaysia on 13 July 2004, under the Companies Act, 1965 and having its registered office at No. 42-B, Jalan SS6/8, Kelana Jaya, 47301 Petaling Jaya, Selangor. Techbest has an authorised share capital of RM100,000.00  divided into 100,000 ordinary shares of RM1.00 each, out of which two (2) have been issued and fully paid-up. 

Techbest is currently dormant. 
3.3 Information on the Target – TNSB
3.3.1
Principal activities

TNSB was incorporated in Malaysia on 22 September 1994 under the Companies Act, 1965 as a private limited company and is a wholly owned subsidiary of Oil-Line, which in turn is the indirect wholly owned subsidiary of OilCorp.

The principal activities of TNSB is the provision of multidiscipline engineering works and supplier of specialist engineers, superintendents and other technical staff to the oil and gas, petrochemical, power generation and semiconductor industries, and related services.

3.3.2
Authorised, issued and paid-up share capital

As at 31 August 2004, the authorised and issued and paid-up share capitals of TNSB are as follows:-

	
	No. of ordinary shares


	Par value

RM
	Total

RM

	Authorised share capital
	100,000
	1.00
	100,000.00

	Issued and paid-up share capital
	100,000
	1.00
	100,000.00


3.3.3
Changes in the issued and paid-up share capital
There were no changes in the TNSB's issued and paid-up capital since date of incorporation to 31 August 2004.
3.3.4
Shareholders

The shareholders of TNSB as at 31 August 2004 are as follows: -

	Name of substantial shareholders
	<-----------Shareholdings----------->
	Place of incorporation/ Nationality

	
	Direct
	%
	Indirect
	%
	

	
	
	
	
	
	

	OilCorp
	-
	-
	100,0001
	100
	Malaysia

	Oil – Line
	100,000
	100
	-
	-
	Malaysia


Notes:

1
Deemed interest by virtue of shareholding in Oil-Line, which is a wholly owned subsidiary.   

3.3.5 Board of Directors

The Board of Directors of TNSB and their respective shareholding interests in TNSB according to the Register of Directors and Directors' Shareholdings as at 31 August 2004 are as follows: -

	
	<--------Shareholding-------->
	
	

	Name
	Direct
	%
	Indirect
	%
	Position
	Nationality

	
	
	
	
	
	
	

	Hang Chin Juan
	-
	-
	-
	-
	Director
	Malaysian

	Pey Chee Hian
	-
	-
	-
	-
	Director
	Malaysia




3.3.6
Subsidiary and associated companies

As at 31 August 2004, TNSB does not have any subsidiaries or associated companies.
3.3.7
Profit and dividend record

The following is a summary of the financial highlights of the audited financial results of TNSB for the three (3) financial years ended 31 December 2003.

	FYE 31 December
	2001
	2002
	2003

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Revenue 
	5,478
	6,063
	11,176

	
	
	
	

	Profit/(Loss) before taxation
	(104)
	793
	2,973

	Taxation 
	18
	(256)
	(854)

	
	
	
	

	Profit/(Loss) after taxation
	(86)
	537
	2,119

	
	
	
	

	Issued and paid-up share capital
	100
	100
	100

	
	
	
	

	Gross EPS (RM)
	(1.04)
	7.93
	29.73

	
	
	
	

	Net EPS (RM)
	(0.86)
	5.37
	21.19

	
	
	
	

	NTA per share (RM)
	2.83
	8.19
	29.39

	
	
	
	

	Current ratio (times)
	1.01
	1.59
	1.88

	
	
	
	

	Total Borrowings (all interest bearing debts)
	72
	46
	125

	
	
	
	

	Gearing (all interest bearing debts over shareholders’ funds) (times)
	0.26
	0.06
	0.04

	
	
	
	

	Gross Dividend Rate (%)
	-
	-
	-



4. 
UTILISATION OF PROCEEDS FROM THE PROPOSED DISPOSAL
The total cash sale consideration of RM2,000,000.00 arising from the Proposed Disposal shall be utilized for the purpose of working capital of the OilCorp group.

5. RATIONALE FOR THE PROPOSED DISPOSAL

5.1 Streamlining of operations

Oil-Line, the holding company of TNSB, is currently providing similar engineering and technical services as TNSB. As such, the Proposed Disposal will provide Oil-Line the opportunity to streamline its operation and achieve economies of scale.

5.2 Realisation of investment gain

The Proposed Disposal represents an opportunity for Oil-Line to unlock its investment value in TNSB. The history of investment in TNSB by Oil- Line is as follow:-

	Date of Acquisition
	
	Investment (Shares)
	
	Cost (RM)

	
	
	
	
	

	8 July1999
	
	75,000
	
	75,000.00

	1 October 2000
	
	5,000
	
	53,450.00

	8 May 2001
	
	20,000
	
	166,200.00

	
	
	
	
	

	Total
	
	100,000
	
	294,650.00


The Proposed Disposal is expected to realise gain on disposal of RM774,172.00 and RM1,225,370.00 at Oil-Line and OilCorp group levels respectively.

6. 
EFFECTS OF THE PROPOSED DISPOSAL

6.1
Share capital and shareholding structure

The Proposed Disposal will not have any effect on the issued and paid-up share capital and shareholdings of OilCorp. 

6.2 Earnings

The Proposed Disposal is expected to realise gains on disposals of  RM774,172.00 or an increase in earnings per share of 7.31 sen at Oil-Line group level and RM1,225,370.00 or 0.81 sen at OilCorp group level respectively for the financial year ending 31 December 2004. 

6.3
NTA

Based on the audited consolidated accounts of OilCorp as at 31 December 2003, the proforma effects of the Proposed Disposal on the consolidated NTA of OilCorp will be as follows:-

	
	
	Audited as at 31 December 2003

(RM’000)
	
	Proforma OilCorp Group After Disposal

(RM’000)



	Share capital
	
	151,600


	
	151,600

	Reserves


	
	(25,639)


	
	(24,414)

	Shareholders’ funds
	
	125,961


	
	127,186

	Less: Goodwill on consolidation
	
	63,546


	
	63,659

	NTA
	
	62,415
	
	63,527

	NTA per share (RM)


	
	0.41
	
	0.42


6.4
Gearing

There is no material impact on the gearing of Oilcorp group.

7. 
APPROVALS REQUIRED
The Proposed Disposal is not subject to approvals from any authorities.


8. 
DIRECTORS' AND SUBSTANTIAL SHAREHOLDERS' INTERESTS 


To the best knowledge of the Directors, save for Ng Huat Tian, none of the Directors and/or major shareholders of OilCorp nor any persons connected to the Directors and/or major shareholders of OilCorp have any interest, direct or indirect, in the Proposed Disposal.


9. 
DIRECTORS' RECOMMENDATION 


The Directors of OilCorp, having considered all aspects of the Proposed Disposal, are of the opinion that the Proposed Disposal is in the best interest of the Company and the terms and conditions are fair and reasonable.

10. 
ESTIMATED TIME FRAME FOR THE COMPLETION OF THE PROPOSED DISPOSAL 


Barring any unforeseen circumstances, the Proposed Disposal is expected to be completed within six (6) months from the date of this announcement. 

11. 
DEPARTURE FROM THE SECURITIES COMMISSION ("SC")'S GUIDELINES 
Insofar as the Board is able to ascertain and is aware of, the Proposed Disposal has not departed from the SC's Guidelines.

12. 
DOCUMENTS AVAILABLE FOR INSPECTION
The Agreement dated 20 September 2004 in relation to the Proposed Disposal is available for inspection at the registered office of the Company at No.2-2, Jalan SS 6/6, Kelana Jaya, 47301 Petaling Jaya, Selangor, Malaysia during normal office hours from Monday to Friday, except public holidays, from the date of this announcement up to the Completion Date. 


This announcement is dated 20 September 2004.
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