
ABRAR CORPORATION BERHAD (“ACB” or “Company”)

(Special Administrators Appointed)

· Proposed Share Exchange

· Proposed Debt Settlement

· Proposed Transfer

· Proposed Acquisitions

· Proposed Offer for Sale

(collectively referred to as the “Proposals”)
2.
PROPOSED TRANSFER

2.1
Principal terms and conditions

The Proposed Transfer involves the transfer of listing status of ACB on the Main Board of KLSE to OilCorp, the consideration of which shall be satisfied by new OilCorp Shares in accordance with the terms and conditions of the Facilitation of Listing Agreement and the Proposed Workout as follows:

(i) OilCorp shall issue 1,600,000 new OilCorp Shares (“Consideration Shares”) to the existing shareholders of ACB on the basis of one new OilCorp Share for every 20 ACB Shares;

(ii) OilCorp shall issue, through the SA, to the Creditors or to a trustee/agent of the Creditors appointed pursuant to the Proposed Workout (“Creditors’ Agent”), 35,000,000 new OilCorp Shares credited as fully paid (“Creditors New OilCorp Shares”) in the manner and proportion to be determined by the SA.  The Creditors’ Agent, on behalf of the Creditors, shall be entitled to deal with the Creditors New OilCorp Shares in the following manner:

(a)
to participate in the Proposed OFS in respect of not less than 15,000,000 of the Creditors New OilCorp Shares or such amount of the Creditors New OilCorp Shares to be mutually agreed by the parties (“Creditors Offer New Shares”) at an offer price of RM1.10 per Creditors Offer New Share (“Offer Price”) or such price or price higher than RM1.10 as determined by the SC and the Oil-Line Vendors and the Ascentland Vendors shall enter into an underwriting arrangement with a licensed financial institution or licensed broker in Malaysia acceptable to the SA to underwrite the whole of the Creditors Offer New Shares at the Offer Price based on terms and conditions and in the form and content acceptable to the SA including if necessary, the inclusion of the Creditors’ Agent as a party therein (“the OFS Under-writing Agreement”); and/or

(b) to require the Oil-Line Vendors and the Ascentland Vendors holding substantial shareholdings in Oil-Line and Ascentland, namely NHT, PHSB and PYL (“Option Shareholders”) to enter into a call and put option arrangement with any or all of the Creditors through the Creditors’ Agent as follows:

(i) in respect of all of the Creditors New OilCorp Shares in the event the Creditors elect not to participate in the Proposed OFS; or

(ii) in respect of the whole of the balance of the Creditors New OilCorp Shares not included in the Proposed OFS in the event the Creditors elect to participate in the Proposed OFS (“Creditors Option New Shares”);

(c) In the event that the Oil-Line Vendors and the Ascentland Vendors are unable or fail or refuse to secure and execute the OFS Under-writing Agreement, then the Oil-Line Vendors and the Ascentland Vendors shall without any demand provide security (in form and content as required by the SA) to the Creditors through the Creditors’ Agent in the form of additional OilCorp Shares, out of the Oil-Line Vendors and the Ascentland Vendors’ new OilCorp Shares, equivalent to the number of Creditors Offer New Shares (“Security Offer New Shares”) in the manner as set out in the Facilitation of Listing Agreement;

(d) In the event that the Option Shareholders are unable or fail or refuse to enter into the call and put option arrangement with the Creditors through the Creditors’ Agent in respect of the Creditors Option New Shares or in the event that the Option Shareholders are unable or fail or refuse to secure and execute the Option Under-writing Agreement referred to in section 2.2(iii) herein, then the Option Shareholders shall without any demand provide security (in form and content as required by the SA) to the Creditors through the Creditors’ Agent in the form of additional OilCorp Shares, out of the Option Shareholders’ new OilCorp Shares issued to the Options Shareholders pursuant to the Proposed Acquisitions, equivalent to the number of Creditors New OilCorp Shares but not forming part of the  Proposed OFS (“Security Option New Shares”) in the manner as set out in the Facilitation of Listing Agreement;

(e) the Facilitation of Listing Agreement is conditional upon the satisfaction of the condition precedents in the Share Sale Agreements in respect of the Proposed Acquisitions and the approvals from the relevant authorities, which are set out in section 11 of this announcement;

(f) the Consideration Shares and the Creditors New OilCorp Shares shall be issued to the existing shareholders of ACB and the Creditors respectively free from all liens, charges, pledges, equities, mortgages and any encumbrances whatsoever and together with all rights attached thereto and ranking pari passu in all respect with the existing OilCorp Shares.

2.2
Call and Put Option Arrangement

The principal terms of the Call and Put option arrangement as stated in 2.1(ii)(b) above, shall be in accordance with the terms and conditions to be mutually agreed and to be incorporated in the respective option agreements to be simultaneously executed between the Option Shareholders and the Creditors’ Agent (“Call Option Agreement” and 
“Put Option Agreement”) and shall entail the following:

(i) the call option price shall be at RM1.10 per Creditors Option New Share plus a holding cost of three per cent (3%) per annum;

(ii) the put option price shall be at RM1.10 per Creditors Option New Share not called pursuant to the Call Option Agreement plus a holding cost of three per cent (3%) per annum;

(iii) the Option Shareholders shall enter into an underwriting arrangement with a licensed financial institution or licensed broker in Malaysia acceptable to the SA to underwrite the whole of the Creditors Option New Shares not called pursuant to the Call Option Agreement at the Put Option Price based on terms and conditions and in the form and content acceptable to the SA (“Option Under-writing Agreement”);

(iv) the call option period shall commence from the date of the issuance and allotment of the Creditors New OilCorp Shares and shall expire on the ninth month from such date (“Call Option Period”), during which the Creditors shall not be entitled to dispose of any of the Creditors’ New OilCorp Shares other than the Creditors Offer New Shares (if applicable) to any other person;

(v) the put option shall be exercisable by the Creditors’ Agent on behalf of the Creditors at any time within a period of nine (9) months after the expiry of the Call Option Period; and

(vi) the Call Option Agreement and the Put Option Agreement shall be interconditional on each other.

3.
PROPOSED ACQUISITIONS

3.1
Proposed Oil-Line Acquisition

3.1.1
Particulars

The Proposed Oil-Line Acquisition involves the acquisition by OilCorp of the entire issued and paid-up share capital of Oil-Line comprising 10,591,540 ordinary shares of RM1.00 each for a purchase consideration of RM95,000,000, which shall be satisfied via an issuance of 95,000,000 new OilCorp Shares at par.

3.1.2
Other principal terms and conditions

The other principal terms and conditions of the Proposed Oil-Line Acquisition are as follows:

(i) The shares in Oil-Line shall be acquired free from all charges or liens or any other encumbrances and with all rights now or hereinafter attaching thereto including but without limitation to all bonuses, rights, dividends and distributions declared paid or made in respect thereof as from the completion of the Proposed Oil-Line Acquisition;

(ii)
The new OilCorp Shares to be issued pursuant to the Proposed Oil-Line Acquisition shall, upon issue and allotment, be credited as fully paid-up and rank pari passu with the existing OilCorp Shares; and

(iii) The Proposed Oil-Line Acquisition is inter-conditional upon the completion of the Proposed Ascentland Acquisition and the approvals from the relevant authorities which are set out in section 11 of this announcement being obtained.

3.1.3
Information on OilCorp

OilCorp was incorporated in Malaysia under the Companies Act, 1965 (“Act”) on 12 July 2001 to facilitate the implementation of the Proposals.  The present authorised share capital of OilCorp is RM100,000 comprising 100,000 ordinary shares of RM1.00 each, of which 2 shares have been issued and fully paid-up.  The principal activity of OilCorp is that of investment holding.

3.1.4
Information on Oil-Line

Oil-Line was incorporated in Malaysia under the Act on 21 February 1990.  The present authorised share capital of Oil-Line is RM25,000,000 comprising 25,000,000 ordinary shares of RM1.00 each, of which 10,591,540 shares have been issued and fully paid-up.  The principal activities of Oil-Line are that of contract works, providing engineering, procurement, technical and other related services and investment holdings.

The subsidiary companies of Oil-Line together with their principal activities are as follows:

	Company name
	Principal activities

	Azdaman Sdn Bhd
	Suppliers and contractors of engineering and technical services



	Tenaga Nazar (M) Sdn Bhd
	Providing engineering and technical services to the oil and gas industries



	Oil-Line Synergy Sdn Bhd
	Providing engineering, procurement, construction and contract related services



	Azdaman Engineering Sdn Bhd (“AESB”)
	Suppliers and contractors of engineering and technical services



	Oil-Line Fabricators Sdn Bhd
	Providing engineering, designing, supervising, constructing, fabrication works and all related field in the oil and gas, and petrochemical industries




A summary of the key financial information of Oil-Line for the past five financial years ended 31 December 2001 is set out in Table 1 herein.

Based on the audited accounts of Oil-Line for the financial year ended 31 December 2001, Oil-Line and its subsidiary companies recorded profit after taxation of RM4,509,889.

3.1.5
Information on PHSB

PHSB was incorporated in Malaysia on 8 May 2002 under the Act.  The principal activity of PHSB is that of investment holding.

The Directors of PHSB are Haji Ahmad bin Jamaludin and Azaruddin bin Ahmad.  The  shareholders of PHSB are Haji Ahmad bin Jamaludin and Azaruddin bin Ahmad holding 50% equity interest each in PHSB.

3.1.6
Basis of arriving at the purchase consideration
The purchase consideration of RM95 million for the Proposed Oil-Line Acquisition was arrived at on a willing buyer-willing seller basis after taking into account the potential earnings of Oil-Line.

3.1.7
Cost of investment
The Oil-Line Vendors’ cost of investment in Oil-Line is RM4,461,540, representing their subscription of shares in the capital of Oil-Line at par, details of which are set out in Table 2 herein.

3.2
Proposed Ascentland Acquisition

3.2.1
Particulars

The Proposed Ascentland Acquisition involves the acquisition by OilCorp of the entire issued and paid-up share capital of Ascentland comprising 5,000,000 ordinary shares of RM1.00 each for a purchase consideration of RM20,000,000, which shall be satisfied via an issuance of 20,000,000 new OilCorp Shares at par.

3.2.2 Other principal terms and conditions

(i) The shares in Ascentland shall be acquired free from all charges or liens or any other encumbrances and with all rights now or hereinafter attaching thereto including but without limitation to all bonuses, rights, dividends and distributions declared paid or made in respect thereof as from the completion of the Proposed Ascentland Acquisition;

(ii)
The new OilCorp Shares to be issued pursuant to the Proposed Ascentland Acquisition shall, upon issue and allotment, be credited as fully paid-up and rank pari passu with the existing OilCorp Shares; and

(iii)
The Proposed Ascentland Acquisition is inter-conditional upon the completion of the Proposed Oil-Line Acquisition and the approvals from the relevant authorities which are set out in section 11 of this announcement being obtained.

3.2.3
Information on Ascentland

Ascentland was incorporated in Malaysia under the Act on 8 February 1996.  The present authorised share capital of Ascentland is RM5,000,000 comprising 5,000,000 ordinary shares of RM1.00 each, all of which have been issued and fully paid-up.  The principal activity of Ascentland is that of property investment, resort hotel operation and property development.

Ascentland is currently developing a piece of freehold land measuring approximately 23.08 acres, held under titles 2107, 2115 and 2116, Mukim Pasir Panjang, District of Port Dickson.  The development comprises the following:

· Seven (7) blocks of six-storey residential apartment;

· A man made beach;

· A water theme park;

· A club house;

· 14 units of two storey shop offices; and

· a piece of commercial land for future development.

Ascentland does not have any subsidiary and associated company.

Based on the audited accounts of Ascentland for the financial year ended 31 December 2001, Ascentland recorded loss after taxation of RM118,800.

A summary of the key financial information of Ascentland for the past five financial period/years ended 31 December 2001 is set out in Table 3 herein.

3.2.4
Basis of arriving at the purchase consideration
The purchase consideration of RM20 million for the Proposed Ascentland Acquisition was arrived at on a willing buyer-willing seller basis after taking into account the adjusted NTA of Ascentland as at 31 December 2001, after taking into consideration the market valuation of the landed properties of Ascentland of RM21 million as appraised by Colliers Jordan Lee and Jaafar (JH) Sdn Bhd on 31 May 2002 using the residual and comparison methods of valuation.

3.2.5
Cost of investment
The Ascentland Vendors’ cost of investment in Acentland is RM5,000,000, representing their subscription of shares in the capital of Ascentland at par, details of which are set out in Table 4 herein.

4.
PROPOSED OFS
The Proposed OFS shall involve an offer for sale by the Creditors, and Oil-Line Vendors and Ascentland Vendors in accordance with the terms stated in section 2.1(ii) of this announcement.  The Proposed OFS shall be to, inter-alia, the Directors and employees of the OilCorp and to potential investors and the general public.  The Proposed OFS shall be undertaken in such manner to enable OilCorp to meet the “Public Spread” requirements stipulated by the Securities Commission (“SC”).  The details of the quantum and the parties to whom the Proposed OFS will be determined in due course.

5.
RATIONALE FOR THE PROPOSALS

On 27 May 2000, Danaharta appointed Mr Lim San Peen and Mr Gong Wee Ning, both of PricewaterhouseCoopers as the SA for ACB.  Mr Gong Wee Ning ceased to act as the SA on 8 October 2001 and in his place as SA of ACB, Ms Yap Wai Fun was appointed by Danaharta on 10 October 2001.  The primary objective of the SA is to preserve the assets of ACB and to formulate a workout proposal, taking into consideration the interests of the creditors and the shareholders of ACB.

ACB is unable to repay its debts due to its poor financial position.  ACB has been registering losses consecutively for the past four (4) financial years until the financial year ended 31 March 2001.  ACB group recorded a consolidated deficit shareholders’ funds of RM179.62 million for the financial year ended 31 March 2001.

The Proposals form part of the Proposed Workout currently being prepared by the SA.  The primary objectives of the Proposals are as follows:

(i) to restructure ACB via a newly incorporated company, namely OilCorp;

(ii) to enable the existing shareholders of ACB to participate in OilCorp, which will have assets, via the Proposed Acquisitions, which are income generating.  OilCorp will subsequently be listed on the Main Board of KLSE in place of ACB; and

(iii) to allow ACB to discharge its outstanding liabilities in an equitable and orderly manner in order to alleviate the current debt burden of ACB through debt settlement in the form, amongst others, issuance of new OilCorp Shares.

6.
PROSPECTS OF THE PROPOSED ACQUISITIONS

Following the Proposed Acquisitions, OilCorp will be involved in the business of provision of integrated engineering services to the oil and gas, petrochemical, power generation and semiconductor industries, via Oil-Line’s business.  It will  also be involved in the property development and resort business via Ascentland.  The prospects relating to these sectors are set out in the ensuing section.

6.1
Oil and gas sector

Value added of the mining sector is projected to increase by 0.9% in 2001 (2000: 3.1%).  The slower growth rate is attributable to the expected cutback in crude oil production (including condensates) by 0.2%.  On the other hand, natural gas production is expected to increase by 4.7% to cater for higher demand.

In the first eight months of 2001, the production of crude oil (including condensates) declined by 2.5% to 667,300 barrels per day (“bpd”) (January – August 2000: 684,700 bpd).  Consequently, crude oil production in 2001 is expected to be scaled back by 0.2% to 679,500 bpd (2000: 680,800 bpd) from 42 oil fields (2000: 39 oil fields) in line with Petroliam National Berhad’s (“Petronas”) production target.

Efforts to increase the nation’s oil reserves include focusing on exploration activities of deep-sea oil fields and gathering three dimension seismic data onshore in Sarawak.  An estimated 11 oil exploration wells and 13 development and production wells are expected to be explored in 2001 as compared to 26 oil exploration wells and 56 oil development and production wells in 2000.  In the first six months of 2001, four new oil fields were found (January – June 2000: five new oil fields).

In the first eight months of 2001, the production of natural gas increased by 5.1% to 1,103,800 mmscf compared with 1,050,200 mmscf in the same period of 2000.  For the whole of 2001, in anticipation of higher demand, its production is expected to record an increase of 4.7% to 4,586 mmscf per day (2000: 4,367 mmscf/d).  Domestic consumption of natural gas is expected to increase by 7.6% to 1,709 mmscf/d in 2001 (2000: 1,589 mmscf/d).

(Source:
Economic Report 2001/2002 as published by the Ministry of Finance)
During the Eighth Malaysia Plan, the demand for petroleum is projected to grow at 7.2 per cent per annum, mainly from the transport and manufacturing sectors.  In line with the increased planned capacity in the power sector, the demand for natural gas as well as coal and coke, is expected to grow at 9.0 per cent and 8.1 per cent per annum, respectively.

(Source:
Eighth Malaysia Plan 2001 – 2005)

6.2
Petrochemical sector

The petrochemical sector is capital and technology intensive and is dominated by a few large multinational companies.  This sector has attracted more than RM15 billion in investments up to 1995.  With the abundance of oil and gas reserves in Malaysia, the petrochemical sector is poised to become an important industry.

Although Malaysia has substantial oil and gas resources, the uncertainty in the availability of feedstock poses a problem for the development of this sector.  Further development of the petrochemical sector will depend on, amongst others, feedstock availability, technology and skilled manpower.

To develop the petrochemical industry into a dynamic sector, the government has strategised  the industry to promote investments in new products, companies operating in the petrochemical industry to locate their operations in the proposed petrochemical zones and strengthening the linkages of the petrochemical sector with other key sectors such as plastics, textile, rubber-based, oleochemical, and paints and coating sectors.

(Source:
Second Industrial Master Plan 1996 – 2005 as published by the Ministry of International Trade and Industry)
6.3
Power generation sector

Value added derived from services provided by electricity, gas and water suppliers is expected to continue to expand in 2001, albeit at a slower pace of 4.8%, compared with 7.5% in 2000, mainly due to the softening in industrial and business activities.

In the first six months of 2001, electricity consumption by the commercial sector increased by 7.1% (2000: 10.8%), while the industrial sector registered an increase of 2.6% (2000: 17.5%).  The volume of water supplied to customers is expected to decrease to 9,840 million liters per day.

(Source:
Economic Report 2001/2002 as published by the Ministry of Finance)
6.4
Semiconductor sector

Export of electronics as a group contracted by 13.1% in 2001, mainly due to weak overseas orders for personal computers and its peripherals.  Weak external demand also contributed to lower exports of semiconductors of 6.3% (January – July 2000: 4%) as world-wide demand for chips continued to fall.

Efforts continued to be taken to deepen and widen the industrial base, particularly higher-end value-added products including higher-end wafer fabrication.  The increasing trend towards miniaturisation, digitalization and the development of new application for electronics and electrical equipment as well as new software application augur well for the industry as these will provide new demand for the electronics industry in Malaysia.

(Source:
Economic Report 2001/2002 as published by the Ministry of Finance)
The semiconductor industry is driven by the rapidly expanding usage of semiconductors in electronic products such as personal computers, cellular phones, wireless data communication, multimedia video games, other household appliances, automobile and digital set top boxes.

(Source:
Second Industrial Master Plan 1996 – 2005 as published by the Ministry of International Trade and Industry)
6.5
Property development and resort hotel sectors in Negeri Sembilan

Demand for residential property in 2001 improved with the increase in transaction volume but more, lower valued properties were transacted compared to 2000.  Seremban led both in terms of volume and value accounting for 64.6% and 71.5% of the total transactions respectively.  Port Dickson followed, recording its third successive increase in number and value of transactions.

Some 3,651 residential units were launched in 2001.  Compared to the previous year of 7,724 units, it was a drop of 52.7%.  The reduced number was due to the excess supply available in the market.  

In respect of leisure property, the average hotel occupancy rate of 3-star to 5-star hotels in the state, showed an increase to 50.7% in the second half of 2001 compared to 30.3% in the corresponding half in 2000.  Hotel rooms in the state remained at previous year’s level with 3,274 rooms in 46 hotels.  There were no hotels in the incoming supply but there were 3 hotels in the planned supply.  

(Source:
Property Market Report 2001 as published by the Ministry of Finance)

7.
RISK FACTORS OF THE PROPOSED ACQUISITIONS
7.1
Business risks

There are certain risks inherent in the engineering and maintenance services in relation to the oil and gas, petrochemical, power generation and semi-conductor industries as well as the property development sector.  These include, inter-alia, shortage of skilled labour, increases in the costs of labour and materials, changes in general economic and business conditions, interest rate and exchange rate fluctuations, changes in demand for oil and gas, petrochemical and power, and changes in the legal and environmental framework within which these industries operate.  Although Oil-Line and Asccentland seek to limit these risks, no assurance can be given that any changes to these factors will not have a material adverse effect on the businesses of Oil-Line and Ascentland.

7.2
Competition

Oil-Line faces competition from other companies involved in the provision of integrated services for engineering, procurement and construction to the oil and gas, petrochemical, power generation and semi-conductor industries.  The management of OilCorp, however, believes that OilCorp is in a position to compete with these competitors based on its competitive edge including, its long standing relationships with its suppliers and customers, continual commitment to technology and its ability to meet the stringent demand of the industries vis-a-vis high-tech engineering standards.  The track record on safety, reliability in delivery of quality product and extensive experience in human resources are also assets to enhance OilCorp’s market position.

Ascentland’s business in property development and resort business faces competition from other property and resort developers in the vicinity of its development.  The management of Ascentland, however, believes that with its team of experienced personnel, it will be able to successfully promote its projects to potential purchasers.

Nonetheless, no assurance could be given that any changes to these factors would not have any material adverse impact on the future businesses of OilCorp.

7.3
Dependence on major customers

On Oil-Line’s business in the provision of engineering, procurement, construction, technical, contracts and other related services in the oil and gas, petrochemical and semi-conductor industries, Oil-Line’s main customers are Fluor Daniel International (M) Sdn Bhd, Kvaerner Petrominco Engineering Sdn Bhd, Malaysia Shipyard & Engineering Sdn Bhd, Sumatec Corporation Sdn Bhd, Petronas Dagangan Berhad and Technip Geoproduction (M) Sdn Bhd representing approximately 75% of the total turnover of Oil-Line for the financial year ended 31 December 2001.  In this respect, Oil-Line has been dependent on these customers, who are the major oil and gas companies in Malaysia.  There can be no assurance that their business relationship will not be disrupted.  However, Oil-Line has also built up close business relationship with other major customer such as Petronas Carigali Sdn Bhd, OGP Technical Services Sdn Bhd and ExxonMobil Exploration and Production Inc.  In addition, with Oil-Line’s proven track record, competent personnel and high tech engineering methods, Oil-Line is well poised to continue securing business for its customers.

7.4 Dependence on major suppliers

In respect of Oil-Line’s business in the provision of engineering, procurement, construction, technical, contracts and other related services in the oil and gas, and petrochemical industries, Oil-Line relies on its overseas principals for the supply of engineering equipment.  These principals are internationally renowned manufacturers who also provide technical support and a platform for transfer of technology.  The principals are secured by way of agency agreements, which may be terminated upon the expiration of the said agreements.  Even though Oil-Line maintains a good working relationship with its principals, there is no assurance that Oil-Line will be able to maintain these principals.

7.5
Insurance risk 

Inadequate insurance coverage could cripple the business operation of OilCorp after the Proposed Acquisitions.  In ensuring such risks are maintained to the minimum, OilCorp will review and ensure adequate coverage for its assets against unforeseen events such as fire and lightning, wind storm, riot, strikes and malicious damage. Although OilCorp will take the necessary measures to ensure that its assets are adequately covered by insurance, there can be no assurance that the insurance coverage would be adequate for the replacement cost of all assets.

7.6
Political, economic and regulatory considerations

Like all other business entities, adverse developments in political, economic and regulatory conditions in Malaysia and South East Asian region could unfavourably affect the financial position and business prospects of Oil-Line and Ascentland.  The political uncertainties include changes in political leadership, expropriation, nationalisation, re-negotiation or nullification of existing contracts, and changes in interest rates, methods of taxation and currency exchange rules and contracts.

Whilst OilCorp will strive to continue to take effective measures such as prudent financial management and efficient operating procedures, there is no assurance that adverse political and economic factors will not materially affect OilCorp upon completion of the Proposed Acquisitions.

8. EFFECTS OF THE PROPOSALS

8.1
Share capital

The effects of the Proposed Share Exchange, the Proposed Debt Settlement and the Proposed Acquisitions on the issued and paid-up share capital of OilCorp are set out in Table 5 herein.

The Proposed Transfer and the Proposed OFS will not have any effect on the share capital of OilCorp.

8.2
Earnings

The Proposals will not have any material effect on the earnings of OilCorp for the financial year ending 31 December 2002 as the Proposals are only expected to be completed by the second quarter of 2003.  However, upon completion, the Proposals are expected to contribute positively to the future earnings of OilCorp.

8.3
Net tangible assets (“NTA”)

The proforma effects of the Proposed Share Exchange, the Proposed Debt Settlement and the Proposed Acquisitions on the NTA of OilCorp are set out in Table 6 herein.

The Proposed Transfer and the Proposed OFS will not have any effect on the NTA of OilCorp.

8.4
Substantial shareholding structure

The proforma effects of the Proposals on the shareholding structure of OilCorp will be provided at a later date upon finalisation of the quantum and structure of the Proposed OFS.

9.
TAKEOVER IMPLICATION


Upon completion of the Proposals, the Oil-Line Vendors and Ascentland Vendors are expected to own more than 33% in the enlarged share capital of OilCorp and accordingly would be required to extend a mandatory offer for all the remaining shares in OilCorp not already owned by them pursuant to Part II of the Malaysian Code on Take-Overs and Mergers, 1998 (“Code”).  In this respect, the Oil-Line Vendors and Ascentland Vendors intend to apply to the Securities Commission (“SC”) for an exemption/waiver from a mandatory take-over obligation under Practice Note 2.9.3 of the Code.

10.
PROPOSED EXEMPTION FROM MORATORIUM

The Policies and Guidelines on Issue/Offer of Securities issued by the SC (“SC’s Guidelines”) on Reverse Take-Over/Back-Door Listing, states, amongst others, that a moratorium shall be imposed on 50% of the consideration shares to be received by the vendors of the assets/businesses/interests to be injected.

In relation thereto, the Oil-Line Vendors and the Ascentland Vendors will seek an exemption from the SC from having to comply with the abovementioned requirement.

11.
APPROVALS REQUIRED

The Proposals require inter-alia the approvals of the following:

(i) the SC for the Proposals and the listing of and quotation for the entire issued and paid-up share capital of OilCorp;

(ii) Danaharta for the Proposed Workout;

(iii) the Foreign Investment Committee and Ministry of International Trade and Industry for the Proposals except for the Proposed Transfer;

(iv) the KLSE for the Proposed Transfer, and the listing of and quotation for the entire issued and paid-up share capital in OilCorp;

(v) the granting of an exemption by the SC to the Oil-Line Vendors and Ascentland Vendors from the obligation to undertake a mandatory take-over offer for the remaining shares in OilCorp not held by them after the Proposed Acquisitions; and

(vi) other relevant authorities, if any.

12.
DIRECTORS’ AND SUBSTANTIAL SHAREHOLDERS’ INTERESTS

None of the Directors of ACB and/or substantial shareholders and persons connected with them has any interest, direct or indirect, in the Proposals.

13.
DEPARTURE FROM the SC Guidelines
The Proposals have not departed from the SC Guidelines.

14.
SA’s RECOMMENDATION

The SA, having taken into consideration all aspects of the Proposals, are of the opinion that the Proposals are in the best interest of the Company and its shareholders.

15.
ADVISER

PMBB has been appointed as adviser to ACB for the Proposals. 

16.
APPLICATION TO THE AUTHORITIES

Barring unforeseen circumstances, applications to the relevant authorities for the Proposals will be submitted within two (2) months from the date of this announcement.

17.
ESTIMATED TIME FRAME FOR COMPLETION

Barring any unforeseen circumstances and subject to all the required approvals, the Proposals are expected to be completed within nine (9) months from the date of execution of the Facilitation of Listing Agreement and the Share Sale Agreements of the Proposed Acquisitions.

18.
INSPECTION OF DOCUMENTS

The Facilitation of Listing Agreement and the Share Sale Agreements for the Proposed Acquisitions are available for inspection at the office of the SA at 22nd Floor, Plaza Permata, Jalan Kampar off Jalan Tun Razak, 50106 Kuala Lumpur during office hours for a period of 14 days from the date hereof.

Table 1: Key financial information of Oil-Line for the past five financial years ended 
31 December 2001

	
	Financial year ended 31 December

	
	1997*
	1998*
	1999
	2000
	2001

	Turnover (RM’000)


	10,852
	12,345
	20,944
	77,038
	38,872

	Profit before taxation (RM’000)


	262
	234
	4,103
	6,397
	6,603

	Taxation (RM’000)


	(29)
	(223)
	2
	(1,981)
	(2,093)

	Profit after taxation (RM’000)


	233
	12
	4,105
	4,416
	4,510

	No. of shares in issue (‘000)


	1,000
	1,000
	9,585
	10,000
	10,592

	NTA (RM’000)


	3,548
	8,578
	12,975
	17,028
	22,023

	NTA per share (RM)


	3.55
	8.58
	1.35
	1.70
	2.08

	Borrowings (RM’000)


	2,096
	2,327
	3,909
	2,115
	7,528

	Shareholders’ funds (RM’000)


	3,548
	8,578
	12,991
	17,091
	22,082

	Gearing ratio (times)


	0.59
	0.27
	0.30
	0.12
	0.34

	Gross dividend (%)
	-
	-
	-
	-
	-


*
The accounts of the subsidiaries of Oil-Line had not been consolidated or annexed with the accounts of Oil-Line pursuant to 9th Schedule of the Act.

Table 2:
Oil-Line Vendors’ cost of investment in Oil-Line

	Date of allotment
	No. of shares allotted
	Par value
	Total issued and paid-up share capital 
in Oil-Line

	21.02.90
	1
	1.00
	1

	01.08.90
	49,998
	1.00
	49,999

	23.09.91
	75,000
	1.00
	124,999

	11.03.94
	375,000
	1.00
	499,999

	28.12.94
	500,000
	1.00
	999,999

	12.04.99
	1,000,000
	1.00
	1,999,999

	12.05.99
	1
	1.00
	2,000,000

	13.05.99
	1,200,000
	1.00
	3,200,000

	28.08.99
	670,000
	1.00
	3,870,000

	18.05.01
	591,540
	1.00
	4,461,540


Table 3:
Key financial information for the past five financial period/years ended 31 December 2001

	
	Financial year/
period ended
	Financial year ended 31 December

	
	31.3.1998
	31.12.1998*
	1999
	2000
	2001

	Turnover (RM’000)


	-
	-
	3,500
	-
	-

	Profit/(Loss) before taxation (RM’000)


	(68)
	12
	(557)
	(65)
	(119)

	Taxation (RM’000)


	-
	-
	-
	(3)
	-

	Profit/(Loss) after taxation (RM’000)


	(68)
	12
	(557)
	(69)
	(119)

	No. of shares in issue (‘000)


	1,500
	1,500
	1,500
	1,500
	5,000

	NTA (RM’000)


	1,420
	1,432
	876
	4,307
	4,188

	NTA per share (RM)


	0.95
	0.95
	0.58
	2.87
	0.84

	Borrowings (RM’000)


	3,800
	3,865
	3,700
	3,295
	2,850

	Shareholders’ funds (RM’000)


	1,420
	1,432
	876
	4,307
	4,188

	Gearing ratio (times)


	2.68
	2.70
	4.22
	0.77
	0.68

	Gross dividend (%)
	-
	-
	-
	-
	-


*
The audited accounts is for a period from 1 April 1998 to 31 December 1998

Table 4:
Ascentland Vendors’ cost of investment in Ascentland

	Date of allotment
	No. of shares allotted
	Par value
	Total issued and paid-up share capital in Ascentland

	01.10.96
	1
	1.00
	1

	02.10.96
	99,999
	1.00
	100,000

	06.01.97
	100,000
	1.00
	200,000

	25.10.97
	100,000
	1.00
	300,000

	07.07.99
	1,200,000
	1.00
	1,500,000

	01.03.01
	3,500,000
	1.00
	5,000,000


Table 5:
Effects of the Proposals on share capital of OilCorp

	
	No. of 

OilCorp Share

	Existing issued and paid-up share capital
	2

	To be issued pursuant to:
	

	- the Proposed Share Exchange
	1,600,000

	- the Proposed Debt Settlement
	35,000,000

	- the Proposed Acquisitions
	115,000,000

	Enlarged issued and paid-up share capital
	151,600,002


Table 6:
Effects of the Proposals on the NTA of OilCorp
	
	Existing
	(I)

After the Proposed Share Exchange
	(II)

After (I) and the Proposed Debt Settlement
	After (II) and the Proposed Acquisitions

	
	RM
	RM
	RM
	RM

	
	
	
	
	

	Share capital
	2
	1,600,002
	36,600,002
	151,600,002

	Reserves
	-
	-
	-
	-

	Accumulated profit/(loss)
	-
	-
	-
	-

	Shareholders’ funds
	2
	1,600,002
	36,600,002
	151,600,002

	
	
	
	
	

	Goodwill
	-
	(1,600,000)
	(36,600,000)
	(108,374,305)

	
	
	
	
	

	NTA
	2
	2
	2
	 43,225,697

	
	
	
	
	

	NTA per share
	1.00
	-
	-
	0.29*


*
Subject to verification by the Reporting Accountants, the proforma NTA per share, inclusive of the forecast profit of OilCorp for the financial year ending 31 December 2002 is estimated at RM0.33.
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