Summary of Key Financial Information 

31 March 2006
	
	Individual Period
	Cumulative Period

	
	Current Year

Quarter

31/03/2006
RM’000
	Preceding Year

Corresponding

Quarter

31/03/2005
RM’000
	Current Year

Quarter

31/03/2006
RM’000
	Preceding Year

Corresponding

Quarter

31/03/2005
RM’000

	1. Revenue


	48,444
	28,747
	48,444
	28,747

	2. Profit/(Loss) before      Tax


	3,101
	2,210
	3,101
	2,210

	3. Profit/(Loss) after Tax

    and minority interest 


	3,086
	2,090

	3,086
	2,090


	4. Net Profit/(Loss) for the period


	3,086
	2,090
	3,086
	2,090

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


	3.33
	17.21
	3.33
	17.21

	6. Dividend per share (sen)


	-
	-
	-
	-

	7. Net assets per share (RM)
	0.99
	0.86
	0.99
	0.86

	8. Gross interest income
	103
	-
	103
	-

	9. Gross interest expense
	864
	103
	864
	103


Remarks:

The calculation of basic earnings per share for both the current quarter and year-to-date ended 31 March 2006 is based on the weighted average issued and paid up share capital of 92,580,011 shares respectively.  
Company No: 662315-U

Tanjung Offshore Berhad

NOTES TO THE QUARTERLY REPORT FOR THE PERIOD ENDED 31 MARCH 2006
A1
Basis of Preparation

The interim financial statements are unaudited and have been prepared in compliance with FRS 134 : “Interim Financial Reporting”.  The interim financial report should be read in conjunction with the audited financial statements of Tanjung Offshore Berhad (“Tanjung” or “Company”) and its subsidiaries (“Tanjung Group” or “Group”) for the financial year ended 31 December 2005.  

During the interim financial period ended 31 March 2006, the Group adopted the following Financial Reporting Standard (‘FRS”) for the first time:-
FRS 2     – Share Based Payment

FRS 3     – Business Combinations

FRS 5     – Non-current Assets Held for Sale and Discontinued Operations

FRS 101 – Presentation of Financial Statements

FRS 102 – Inventories
FRS 108 – Accounting Policies, Changes in Estimates and Errors

FRS 110 – Events after the Balance Sheet Date

FRS 116 – Property, Plant and Equipment

FRS 121 – The Effects of Changes in Foreign Exchange Rates

FRS 127 – Consolidated and Separate Financial Statements

FRS 128 – Investments in Associates

FRS 132 – Financial Instruments: Disclosure and Presentation

FRS 133 – Earnings Per Share

FRS 136 – Impairment of Assets

FRS 138 – Intangible Assets

FRS 140 – Investment Property

Other than FRS 2, the adoption of FRSs does not have significant financial impact of the Group. The financial effects of the changes in accounting policies resulting from the adoption of FRS 2 are disclosed in Note A6.
A2
Qualification of Financial Statement


There was no qualification made on the preceding audited financial statements for the year ended 31 December 2005.
A3
Seasonal or Cyclical Factors

The business operations of the Group were not affected by any seasonal or cyclical factors in the oil and gas industry.
A4
Extraordinary and Exceptional Items
There were no extraordinary and exceptional items of unusual nature affecting assets, liabilities, equity, net income or cash flows in the interim financial report for the period ended 31 March 2006.
A5
Change in Estimates of Amounts Reported Previously

There were no changes in estimates of amounts reported in prior interim periods or prior financial year that have a material effect on the current interim financial period.
A6
Comparatives

The following comparative amounts have been restated due to the adoption of FRS 2-Share Based Payment:

	
	
	Previously
	
	FRS 2
	
	Restated

	
	
	Stated
	
	
	
	

	
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	

	At 31 December 2005
	
	
	
	
	
	

	
	
	
	
	
	
	

	Deferred tax assets
	
	4,238
	
	61
	
	4,299

	Reserves
	
	30,510
	
	61
	
	30,571

	
	
	
	
	
	
	


A7
Issuances of Debt & Equity Securities 

The Employee Share Options Scheme (“ESOS Scheme”) was implemented on 1 August 2006.  During the current quarter under review, the Company granted additional 360,000 Employees’ Share Option Scheme (“ESOS”) options to the eligible employees of the Group.  As at 31 March 2006, the details of the ESOS options outstanding for the period under review are as follows:-

	No Options Granted up to 31 March 2006

‘000
	Exercised

‘000
	Cancelled

‘000
	No of Options Outstanding as at 
31 March 2006
‘000
	Date of expiry

	
	
	
	
	

	7,940
	218
	270
	7,452
	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 18,514,600 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 (“SSV”) as part of the Company’s expansion plans in the oil and gas industry.
As at 31 March 2006, the Company has utilised RM98.74 of the RM150.0 million Bond proceeds for the abovementioned repayment of term loans and financing of three (3) units of SSVs. 
The issuance of the aforesaid 18,514,600 warrants was completed pursuant to the listing of the warrants on the Second Board of Bursa Securities on 14 April 2006.
Save as disclosed above, there were no issuance 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 under review.

A8
Dividends declared or paid

For the financial year ended 31 December 2005, the Company 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 final dividend has been approved by the shareholders of the Company at the Annual General Meeting which was held on 10 May 2006.
The Company has paid out the said final dividend on 26 May 2006. 

A9
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.
A10
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.

A11 
Material events subsequent to Balance Sheet date as at 31 December 2005 
There were no material events subsequent to the Balance Sheet date as at 31 December 2005 which will materially affect the earnings or income of the Group. 
A12
Changes in the Composition of the Group

There were no significant changes in the composition of the Group in the interim financial report, including business combination, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations.
A13
Contingent Liabilities

There were no significant changes in contingent liabilities since the last annual balance sheet date and there were no additional contingent liabilities reported in the current financial quarter ended 31 March 2006.  
A14
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 March 2006

Contracted but not provided for


RM 82,560,000.00 
A15
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

For the first quarter ended 31 March 2006, the Group recorded a consolidated revenue of RM48.44 million.  This represents an increase of more approximately 69% as compared to the corresponding quarter in the financial year ended 2005 of RM28.75 million.  The profit after tax recorded for the current quarter ended 31 March 2006 of RM3.09 million represented an increase of approximately 48% as compared to the corresponding quarter for the financial year ended 2005 of RM2.09 million.

The significant increase in revenue and profitability is reflective of the additional income contribution from the two (2) units of offshore support vessels, namely MV Tanjung Huma and MV Tanjung Manis.  Apart from that the improved profitability is also in line with the Company’s overall improvement in controlling its costs and focusing on higher profitability niche markets within the oil and gas industry such as the provision of offshore support vessels and maintenance services. 
B2
Variance of results against preceding quarter

The Group’s total revenue for the current quarter of RM48.44 million represents a decrease of approximately 26% as compared to RM65.14 million recorded in the preceding quarter.  The decrease is mainly due to the ongoing projects that have not been completed in the current quarter under review.  As most of the engineering projects/contracts were secured in the second half of the financial year ended 2005, the revenue is expected to be enhanced upon completion these projects/contracts which are expected to be in the second half of the financial year ending 31 December 2006.
Notwithstanding the decrease in revenue generated in the current quarter as compared to the previous quarter ended 31 December 2005, the profit after tax from operations of the Group has increased by approximately 100% from RM1.53 million to RM3.09 million, due to the Group’s aggressive marketing of its offshore vessel support services coupled with additional new vessels such as MV Tanjung Huma and MV Tanjung Manis.  The Group has also actively promoted its complete range of maintenance services offered through its workshops in Terengganu, Labuan and Miri.  The new maintenance workshops in Labuan and Miri has also generated new stream of revenue from the oil majors operating the oilfields in East Malaysia.
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, especially in newly developed oil and gas fields, 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 coming quarters in the financial year ending 2006. The expected growth in revenue and profitability for the financial year ending 2006 for the second half of 2006, is also expected to be enhanced from the revenue charters of Mobile Offshore Production Unit (“MOPU”) to Petrofac (Malaysia PM-304) Limited.
Apart from that, the Group is also expected to take early delivery of the four (4) units of SSVs by the end of third quarter 2006.  These SSVs were initially estimated to be completed by the end of fourth quarter 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

31/03/06
RM’000
	Preceding Year

Corresponding

Quarter

31/03/05
RM’000
	Current Year

Quarter

31/03/06
RM’000
	Preceding Year

Corresponding

Quarter

31/03/05
RM’000

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


	35
-
	130
-
	35
-

	130
-

	c. Deferred Tax Liabilities /(Assets)

	(19)
	-
	(19)
	-

	d. Total


	16
	130


	16
	130





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 

The utilisation of the proceeds from the initial public offering (“IPO”) exercise on 27 May 2005 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
	Fully Utilised
	24 months

	2
	Setting up of new operation centre
	6,000
	4,800
	24 months

	3
	Repayment of bank borrowings
	10,000
	Fully Utilised
	6 months

	4
	Listing expenses
	1,700
	Fully Utilised
	3 months

	5
	Working capital
	4,088
	Fully Utilised
	24 months

	
	
	39,788
	
	

	
	
	
	
	


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.
The issuance of the aforesaid 18,514,600 warrants was completed pursuant to the llisting of the warrants on the Second Board of Bursa Securities on 14 April 2006.
On 27 April 2006, AmMerchant Bank Berhad has announced that the Company is proposing to implement the following:-

· Proposed Bonus Issue of up to 59,657,300 new ordinary shares of RM0.50 each, credited as fully paid up on the basis of one (1) Bonus Share for every two (2) existing Shares held on an entitlement date to be determined (“Proposed Bonus Issue”); and

· The transfer of the listing of and quotation for the entire issued and paid-up share capital and outstanding warrants from the Second Board to the Main Board of Bursa Securities (“Proposed Transfer to Main Board”).

As of todate, the Company is in the midst of implementing the Proposed Bonus Issue and Proposed Transfer to Main Board.  The relevant announcements pertaining to these proposals will be made upon approval from the relevant authorities and shareholders of the Company.

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                             
                                            
	12,030
116
                        522

	                SUB TOTAL
	12,668

	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     


	158,091
                       (12,146)

                       145,945

 1,496
 (522)
  974


	                   SUB TOTAL
	146,919

	         TOTAL BORROWINGS
	159,587


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 engaged in any litigation, either as plaintiff or defendant, which has a material effect on the financial position of the Group, and the Directors are not aware of any proceedings pending or threatened or of any fact likely to give any proceedings which might materially and/or adversely affect the position or business of the Group.
B12
Dividend

No dividend was proposed by the Board of Directors for the current quarter under review.

For the financial year ended 31 December 2005, the Company 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 final dividend has been approved by the shareholders of the Company at the Annual General Meeting which was held on 10 May 2006.
The Company has paid out the said final dividend on 26 May 2006. 

B13
Earnings per share

	
	Quarter Ended
	Year to Date Ended

	
	31 March 2006
	31 March 2005
	31 March 2006
	31 March 2005

	Net profit attributable to ordinary shareholders (RM’000)
	3,086
	2,090
	3,086
	2,090

	
	
	
	
	

	Basic
	
	
	
	

	Total number of ordinary shares (‘000)
	92,618
	18,212
	92,618
	18,212

	Adjusted weighted average number of ordinary shares (‘000)
	92,580
	12,141
	92,580
	12,141

	
	
	
	
	

	Basic earnings per ordinary share (sen)
	3.33
	17.21
	3.33
	17.21

	
	
	
	
	

	Diluted
	
	
	
	

	Adjusted weighted average number of ordinary shares (‘000’)
	92,580
	-
	92,580
	-

	ESOS:
	
	
	
	

	No of unissued shares
	7,452
	-
	7,452
	-

	
	
	
	
	

	No of unexercised warrants (‘000’)
	18,514
	-
	18,514
	-

	
	
	
	
	

	Diluted weighted average number of ordinary shares (‘000’)
	96,661
	-
	96,661
	-

	
	
	
	
	

	Diluted earnings per ordinary share (sen)
	3.19
	-
	3.19
	-

	
	
	
	
	

	
	
	
	
	


