Summary of Key Financial Information 

31 December 2005
	
	Individual Period
	Cumulative Period

	
	Current Year

Quarter

31/12/2005

RM’000
	Preceding Year

Corresponding

Quarter

31/12/2004

RM’000
	Current Year

Quarter

31/12/2005

RM’000
	Preceding Year

Corresponding

Quarter

31/12/2004

RM’000

	1. Revenue


	65,136
	-
	205,455
	-

	2. Profit/(Loss) before      Tax


	1,535
	-
	11,612
	-

	3. Profit/(Loss) after Tax

    and minority interest 


	7,359
	-
	16,060

	-

	4. Net Profit/(Loss) for the period


	7,359
	-
	16,060
	-

	5. Basic Earnings/(Loss) per shares (sen)


	8.74
	-
	26.56
	-

	6. Dividend per share (sen)


	3.00
	-
	3.00
	-

	7. Net assets per share (RM)
	0.86
	-
	0.86
	-

	8. Gross interest income
	106
	-
	257
	-

	9. Gross interest expense
	626
	-
	936
	-


Remarks:

Tanjung Offshore Berhad was incorporated on 11 August 2004 and was subsequently listed on the Second Board of Bursa Malaysia Securities Berhad on 27 May 2005. Hence, there is no comparison for the preceding quarters for the preceding year ended 2004.
Company No: 662315-U

Tanjung Offshore Berhad

NOTES TO THE QUARTERLY REPORT

FOR THE PERIOD ENDED 31 DECEMBER 2005

A1
Basis of Preparation

The interim financial statements are unaudited and have been prepared in compliance with the MASB Aprroved Accounting Standards, FRS 134 “Interim Financial Reporting” and Paragraph 9.22 and Appendix 9B of Chapter 9 Part K of Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements, and should be read in conjunction with annual financial statements of Tanjung Offshore Berhad or (“Tanjung” or “Company”) and its subsidiaries (“Tanjung Group” or “Group”) for the year ended 31 December 2004 and the Company’s prospectus dated 6 May 2005.
The accounting policies and method of computation used in the preparation of the interim financial statements are consistent with those adopted in the annual financial statements of the Group for the financial year ended 31 December 2004.

A2
Qualification of Financial Statement


There was no qualification made on the preceding audited financial statements for the year ended 31 December 2004.
A3
Seasonal or Cyclical Factors

The business operations of the Group were not significantly affected by any seasonal or cyclical factors.

A4
Unusual items affecting assets, liabilities, equity, net income or
cashflows


There were no items affecting assets, liabilities, equity, net income or 
cashflows that are unusual because of the nature, size or incidence for the 
current quarter and/or financial year to-date.
A5
Change in estimates


There were no changes in estimates reported in the prior interim period of the current financial year or prior financial year, which have a material effect on the current interim period.
A6
Issuances of Debt & Equity Securities 

During the current quarter under review, the Company granted additional Employees’ Share Option Scheme (“ESOS”) options to Eligible Employees.  The terms of the share options outstanding for the period under review are as follows:-

	No Options Granted up to 31 Dec 2005
‘000
	Exercised

‘000
	Cancelled

‘000
	As at 
31 Dec 2005

‘000
	Date of expiry

	
	
	
	
	

	7,580
	159
	120
	7,301
	1 August 2010

	
	
	
	
	


On  25 January 2006, the Company completed and issued RM150.0 million nominal value of up to 8-Year 4.5% p.a. serial fixed rate bonds with up to 20,328,000 detachable warrants.  The said RM150.0 million serial fixed rate bonds will be utilised to finance certain bank borrowings and three (3) new units of Straights Supply Vessel as part of the Company’s expansion plans in the oil and gas industry.
As announced on 13 February 2006, the Company is also in the midst of making the necessary preparations for the listing of up to 20,328,000 warrants on the Second Board of Bursa Securities in due course.  The date of entitlement for the new warrants is on 2 March 2006.

A7
Dividend proposed, declared or paid

a) Tanjung Offshore Berhad

The Board of Directors is pleased to propose a final dividend of 6% or 3 sen per share (less 28% taxation) for the financial year ended 31 December 2005. The aforesaid proposed final dividend is subject to the shareholders’ approval in the forthcoming Annual General Meeting. 

b) Tanjung Offshore Services Sdn. Bhd. (“TOS”)

Pursuant to the listing exercise of Tanjung, TOS declared a special interim dividend amounting to RM4,265,148 (RM231,555 tax exempt dividend) and RM4,033,593 net of tax dividend) on 28 February 2005 made payable to the shareholders/vendors of TOS. 

As at 31 December 2005, TOS has fully paid the abovementioned special interim dividends to the vendors of TOS.
A8
Segmental information
As of todate, no segmental reporting has been prepared as the Group’s activities are principally confined to the provision of integrated oil and gas services which are carried out in Malaysia.
A9
Valuation of Property, Plant and Equipment

The property, plant and equipment of the Group are stated at cost less accumulated depreciation and impairment loss (if any). No revaluation of plant and equipment were undertaken during the current quarter under 
review.
A10 
Material events subsequent to Balance Sheet date 
On 27 May 2005, the entire issued and paid up share capital of Tanjung of RM42 million comprising 84 million ordinary shares of RM0.50 each in Tanjung (“Tanjung Shares”) were listed and quoted on the Second Board of Bursa Securities.

Save as disclosed above, there were no material events subsequent to Balance Sheet date. 
A11
Changes in the Composition of the Group

Save for the listing of Tanjung Shares on Bursa Securities on 27 May 2005, there were no changes in the composition of the Group including business combinations, acquisitions or disposals of subsidiaries and long term investments, restructurings or discontinuing operations in the current quarter.
A12
Contingent Liabilities

During the current quarter, Tanjung has also extended an additional corporate guarantee to certain banking facilities to its subsidiary company of which the banking facilities do not exceed RM20.0 million.

Save as disclosed above, the Board of Directors of Tanjung are not aware of any material contingent liabilities incurred by the Group in the existing quarter.  
A13
Capital Commitments
Total capital commitments for the four (4) new straight supply vessels that are in the midst of construction/commissioning is as follows:-

Outstanding as at 31 December 2005


Contracted but not provided for


RM82.56 million
A14
Acquisition of Property, plant and equipment 
There was no material acquisition or disposal of items of property, plant and equipment during the current quarter.

B
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA 
LISTING REQUIREMENT

B1
Review of Performance of Our Company and its Principal Subsidiaries

The Group recorded a consolidated revenue of RM65.14 million for the current quarter ended 31 December 2005. The profit after tax and minority interests amounted to RM7.36 million. However, there is no comparison made with the corresponding period in the previous financial year as this is the first year of consolidated quarterly results made available. 
B2
Variance of results against preceding quarter

The Group’s total revenue for the current quarter of RM65.14 million increased by approximately 37% as compared to RM47.46 million recorded in the preceding quarter.  This is mainly due to increased sales in the engineering equipment and maintenance parts to the oil majors such as turbines, compressors, switchgears and control valves.  The successful completion of the Tarpon drilling structure for the development of Ledang Anoa oilfield also contributed to the increased revenue for the current quarter under review.
Further thereto, the Group’s revenue is also enhanced with the continuous spot charter of two (2) newly built vessels namely MV Tanjung Manis and MV Tanjung Huma to the oil and gas operators in the quarter under review. 

In line with increased revenue for the current quarter, the net profits after tax of the Group increased by more than 100% from RM3.08 million in the preceding quarter to 7.36 million.  Apart from that, the higher profit after tax for the quarter under review is also partially attributed by the recognition of deferred tax assets amounting to RM5.69 million due mainly from the unutilised capital tax allowances of newly completed vessels namely MV Tanjung Huma and MV Tanjung Manis.
On a full year basis, the Tanjung Group has exceeded the initial profit after tax forecast of RM11.50 million as stated in the Listing Prospectus of Tanjung dated 6 May 2005.   
B3
Current Year Prospects
The Board of Directors (“Board”) of Tanjung continues to remain upbeat on the future of oil and gas sector in Malaysia.  With continuous exploration, development of new oilfields and upgrade and maintenance of the existing and new offshore platforms which are spearheaded by the national oil company, PETRONAS together with the oil majors, Tanjung Group is expected to continue to experience growth in revenue and profitability through its four core activities within the oil and gas industry:- engineering equipment services, maintenance services, drilling and platform services and offshore support vessel services.

Given the prevailing high crude prices and increasing demand for support services, the Board remains bullish on the opportunities available in the industry for the financial year ending 2006.  

Barring unforeseen circumstances, the Board envisages that the profit performance of the Group will be better for the financial year ending 2006. The expected growth in revenue and profitability for the financial year ending 2006 is expected to be derived from the revenue charters of Mobile Offshore Production Unit (“MOPU”) to Petrofac (Malaysia PM-304) Limited by June 2006 and the full year charters of MV Tanjung Huma and MV Tanjung Manis to the oil majors.
The management of Tanjung also envisages that there will be growth in revenue and profitability from the supply and maintenance of equipment and parts services in the near term as Tanjung is continuously bidding for more equipment supply contracts and wider market penetration with the completion of the operation centre/workshop in Labuan, and the support centres in Miri, Sarawak and Pasir Gudang, Johor.
Further thereto, the Company also expects to take timely delivery of four (4) new Straight Supply Vessels which are currently under construction in the fourth quarter of 2006.
B4
Variance of actual and profit estimates

The Group has not provided any quarterly profit forecasts and therefore no comparison is available.
B5
Taxation

	
	Individual Period
	Cumulative Period

	
	Current Year

Quarter

31/12/05
RM’000
	Preceding Year

Corresponding

Quarter

31/12/04
RM’000
	Current Year

Quarter

31/12/05
RM’000
	Preceding Year

Corresponding

Quarter

31/12/04
RM’000

	a. Income Tax Expenses
b. Over provision in previous year


	27
(167)
	-
	27
(127)
	-

	c. Deferred Tax Liabilities /(Assets)

	(5,691)
	-
	(4,312)
	-

	d. Total


	(5,831)
	-
	(4,412)
	-



The higher tax income during the year is due to the recognition of deferred tax assets mainly from the capital allowances of newly completed vessels.
B6
Acquisition and Disposal of Unquoted Investment and Properties

There was no purchase or disposal of unquoted and/or properties during the current quarter under review.

B7
Quoted and Marketable Investment

There was no purchase or disposal of quoted and marketable securities during the current quarter under review.

B8
Status of Corporate Proposal 
On 27 May 2005, the entire issued and paid up share capital of Tanjung of RM42 million comprising 84 million ordinary shares of RM0.50 each in Tanjung (“Tanjung Shares”) were listed and quoted on the Second Board of Bursa Securities.


The utilisation of the proceeds from the initial public offering (“IPO”) exercise has been utilised in the following manner in the current quarter:-
	No
	Purpose
	RM’000
	Utilised amount as of current quarter
	Timeframe of utilisation from IPO

	
	
	
	
	

	1
	Part finance the commissioning of vessels
	18,000
	15,260
	24 months

	2
	Setting up of new operation centre
	6,000
	2,309
	24 months

	3
	Repayment of bank borrowings
	10,000
	Not utilised
	6 months

	4
	Listing expenses
	1,700
	Utilised
	3 months

	5
	Working capital
	4,088
	Utilised
	24 months

	
	
	39,788
	
	

	
	
	
	
	


AmMerchant Bank Berhad (“AmMerchant Bank”) had on 19 September 2005, announced on behalf of the Company that the Company has undertaken the following corporate exercises/proposals:-

(a) Private placement of new ordinary shares of RM0.50 each of up to ten percent (10%) of the issued and paid-up share capital of Tanjung ("Private Placement");

(b) Issuance of RM150,000,000 nominal value of 8-year serial fixed rate bonds ("Bonds") with up to 20,328,000 detachable warrants ("Warrants") to the Primary Subscriber structured on a "Bought Deal" basis ("Bonds With Warrants Issue");


(c) Offer for sale by AmMerchant Bank as the Primary Subscriber of the provisional rights to allotment of up to 20,328,000 Warrants in Tanjung to the shareholders of the Company at an offer price to be determined, on a renounceable basis of one (1) Warrant for every five (5) existing Shares held on 2 March 2006 ("Proposed Offer For Sale"); and


(d) Increase in the authorised share capital of Tanjung from RM50,000,000 divided into 100,000,000 Shares to RM100,000,000 divided into 200,000,000 Shares ("Increase in Authorised Share Capital").


The approvals of the Securities Commission (“SC”) and the shareholders of Tanjung for the Private Placement were obtained on 11 October 2005 and 9 November  2005 respectively.  The approval of the shareholders of Tanjung for the Increase in Authorised Share Capital was obtained on 9 November 2005.  
On 13 January 2006, the Private Placement exercise was completed with the listing of the entire 8,400,000 private placement shares of RM0.50 each on the Second Board of Bursa Securities.

The SC and Bursa Securities had on 12 January 2006 and 13 January 2006 respectively approved the Bonds with Warrants Issuance.  Subsequently on 25 January 2006, the Company completed the Bonds with Warrants exercise with the drawdown of the RM150.0 million nominal value of 8-year serial fixed rate bonds to refinance certain bank borrowings.  The said Bonds will also be used to finance the construction and commissioning of three (3) new Straight Supply Vessels due for completion in the fourth quarter of the financial year ending 2006. The fourth (4th) new Straight Supply Vessel will be financed via proceeds from the Private Placement and internally generated funds.
As announced on 13 February 2006, the Company is currently in the midst of implementing the listing of up to 20,328,000 Warrants on the Second Board of Bursa Securities.
Save as disclosed above, there was no other corporate proposal undertaken by the Company during the current quarter under review.
B9
Bank Borrowings 







      
(RM’000)


	a) Short term borrowings

i) Overdraft

ii) Long term borrowings repayable within twelve months

iii) Hire purchase repayable within twelve months                             
                                            
	-
10,312

198

	                SUB TOTAL
	10,510

	b) Long term borrowings

i) Long term loans

      Less portion of long term loans

       Payable within 12 months

      ii)    Hire Purchase

              Less portion of hire purchase 

              Payable within 12 months     


	50,478

(10,312)

40,166

881

(198)

683

	                   SUB TOTAL
	40,849

	         TOTAL BORROWINGS
	51,359


Note: On 25 January 2006, Tanjung has settled the long term loans of RM43.70 million from the proceeds of the RM150.0 million 8-Year serial fixed rate Bonds Issuance.
B10
Off balance sheet financial instrument

The Group has not entered into any off balance sheet financial instruments as 
at the date of this quarterly report.
B11
Changes in material litigation


The Group is not aware of any material litigation in the current quarter.
B12
Dividend

The Board of Directors had proposed a final dividend of 6% or 3 sen per share (less 28% taxation) for the financial year ended 31 December 2005. The aforesaid proposed final dividend is subject to the shareholders’ approval in the forthcoming Annual General Meeting. 

No dividends were declared in the previous corresponding period.  The date of entitlement and date payable for the said proposed final dividend will be determined at a later date.
B13
Basic earnings per share


a)
Basic earnings per share


The basic earning per share for the current quarter under review and 
cumulative year to date are computed as follows:

	
	Current Quarter Ended

31 December 2005
‘000

	Current Year To-Date Ended 31 December 2005
‘000

	Profit after Tax (RM’000)

	7,359
	16,060

	Total weighted average number of shares 

	84,165
	60,470


	Basic earnings per share (sen)

	8.74 sen
	26.56 sen


b)
Diluted earnings per share
A total of 159,000 number of ESOS options were exercised in the current quarter under review.  However, assuming the remaining ESOS options granted of 7,301,000 were exercised, the diluted earnings per share for the current quarter under review and cumulative year to date are computed as follows:-

	
	Current Quarter Ended

31 December 2005
‘000


	Current Year To-Date Ended 31 December 2005
‘000

	Profit after Tax (RM’000)
	7,359

	16,060

	Total weighted average number of ordinary shares
	84,159
	60,470


	Effects of unexercised ESOS*
	1,412
	589

	
	85,571
	61,059

	
	
	

	Basic earnings per share (sen)

	8.60 sen
	26.30 sen


* Based on the closing price of RM2.01 on 31 December 2005.
