	General Announcement

	Reference No DG-090608-41844 


	Company Name
	:
	DIALOG GROUP BERHAD  

	Stock Name 
	:
	DIALOG  

	Date Announced
	:
	08/06/2009  


	Type
	:
	Announcement

	Subject
	:
	MEMORANDUM OF UNDERSTANDING WITH THE STATE GOVERNMENT OF JOHOR DARUL TA’ZIM AND THE STATE SECRETARY, JOHOR (INCORPORATED)



	

	Contents
	:
	The Board of Directors of Dialog Group Berhad (“DIALOG” or “the Company”) is pleased to announce that the Company has on 8 June 2009 entered into a Memorandum of Understanding (“MOU”) with the State Government of Johor Darul Ta’zim (“the Johor State Government”) and the State Secretary, Johor (Incorporated) (“S.S.I.”). 

The MOU is to facilitate the Parties to conduct a feasibility study and an environmental impact assessment with the aim of developing an independent deepwater petroleum terminal with harbor port, jetty and other marine facilities with water depth up to 26 meters capable of handling Ultra Large Crude Carriers, Very Large Crude Carriers and other vessels, and with tankage facilities for the handling, storage, processing and distribution of crude oil, petroleum, petrochemicals and chemical products in Tanjung Ayam and Tanjung Kapal, Pengerang in Johor (“the Project”).
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Announcement Details :



1.
INTRODUCTION
The Board of Directors of Dialog Group Berhad (“DIALOG” or “the Company”) is pleased to announce that the Company has on 8 June 2009 entered into a Memorandum of Understanding (“MOU”) with the State Government of Johor Darul Ta’zim (“the Johor State Government”) and the State Secretary, Johor (Incorporated) (“S.S.I.”).  
The MOU is to facilitate the Parties to conduct a feasibility study and an environmental impact assessment with the aim of developing an independent deepwater petroleum terminal with harbor port, jetty and other marine facilities with water depth up to 26 meters capable of handling Ultra Large Crude Carriers, Very Large Crude Carriers and other vessels, and with tankage facilities for the handling, storage, processing and distribution of crude oil, petroleum, petrochemicals and chemical products in Tanjung Ayam and Tanjung Kapal, Pengerang in Johor (“the Project”).
(DIALOG, the Johor State Government and S.S.I. are collectively known as “the Parties”)
 2.
DETAILS OF THE MOU
2.1
SALIENT TERMS OF MOU

The salient terms of the MOU are as follows:

a)                  The Parties shall conduct a detailed feasibility study and a detailed environmental impact assessment to determine the technical and economic viability of the Project.

b)                  If the Parties are satisfied with the results of the feasibility study and the environment impact assessment, and the Project meets the investment criteria of the Parties:

i)
the Parties will enter into formal agreements.

ii)                   the Parties will form a special purpose vehicle (“SPV”), with an  equity interest structure as set out below, which will undertake to develop the independent deepwater petroleum terminal and tankage facilities on a build, own and operate basis.

 
 
Equity Interest
DIALOG 
 
90%
S.S.I.
 
10%
 
 
100%
c)                  DIALOG may, from the date of the MOU, entirely at its own risk to take such steps as it deems fit for the marketing and business development efforts to secure investors and /or end-users for the tankage facilities. 
2.2
SOURCES OF FUNDING
The total investment outlay, and its breakdown, of the Project are yet to be determined, pending the results of the feasibility study and environmental impact assessment to be conducted. Hence, the sources of funding of the Project and the eventual issued and paid-up share capital of SPV are yet to be determined.

It is envisaged that DIALOG will use both internally generated funds and borrowings to finance its investment in SPV, when formed.

2.3
COMPLETION
The MOU shall automatically lapse or terminate upon the earliest of the following:

a)      Upon the execution of formal agreements; or

b)      If the Parties fail to enter into formal agreements within 24 months from the date of this MOU, unless extended mutually by the Parties.

2.4
LIABILITIES TO BE ASSUMED
Except for fees or related costs arising from engaging any third party consultant to conduct the feasibility study and the environmental impact assessment, no other liabilities, including contingent liabilities and guarantees, are to be assumed by DIALOG, arising from the MOU.

3.
RATIONALE AND PROSPECTS
The MOU will pave the way for DIALOG and S.S.I. to be strategic business partners in the equity ownership and development of the independent deepwater petroleum terminal and tankage facilities for the handling, storage, processing and distribution of crude oil, petroleum, petrochemicals and chemical products.

With the support of the Johor State Government and S.S.I. to provide infrastructures, the expertise of DIALOG in centralized tankage facilities, and multi national companies as users and/or equity owners, the cooperation between all the parties will enable the independent deepwater petroleum terminal and tankage facilities to be planned and designed to meet rigorous standards of multi-national users, and that logistic services are provided efficiently and competitively.

DIALOG’s ownership in the independent deepwater petroleum terminal and tankage facilities will result in an increase in its sources of sustainable and recurring income in the future. 

The independent deepwater petroleum terminal will also synergise with DIALOG’s investment in tankage facilities in Kertih, Terengganu and Tanjung Langsat, Johor.
 4.
INFORMATION ON THE JOHOR STATE GOVERNMENT AND S.S.I.
4.1
THE JOHOR STATE GOVERNMENT
The Johor State Government is implementing a development policy by encouraging participation from private sectors to undertake various development projects in the State on a joint venture basis with the objectives to reduce financial and administrative burdens on the public sector, increase productivity, stimulate and generate entrepreneurship and investment as well as contributing towards the enhancement of economic activities and prosperity of the State.

4.2
S.S.I.
S.S.I. is a body corporate established under the State Secretary, Johor (Incorporation) Enactment, 1953 having its office at Aras 1, Bangunan Sultan Ibrahim, Bukit Timbalan, 80000 Johor Bahru, Johor Darul Ta’zim.

5. 
FINANCIAL EFFECTS 
5.1
SHARE CAPITAL
The MOU is not expected to have any effects on the share capital of DIALOG for the current financial year ending 30 June 2009.

5.2
EARNINGS
The MOU is not expected to have any effects on the earnings of DIALOG for the current financial year ending 30 June 2009. However, it is expected to contribute positively to the long term future earnings of DIALOG.

5.3
SUBSTANTIAL SHAREHOLDERS’ SHAREHOLDING
The MOU is not expected to have any effects on substantial shareholders’ shareholding in DIALOG for the current financial year ending 30 June 2009. 

5.4 
NET ASSETS 
The MOU is not expected to have material effects on the net assets of DIALOG for the current financial year ending 30 June 2009.

5.5 
GEARING 
The MOU is not expected to have material effects on the gearing of DIALOG for the current financial year ending 30 June 2009. 

 6.
RISKS
Risk factors affecting the MOU include but are not limited to changes in conditions of competition, economic, business, political, and legal framework environment. DIALOG will undertake the necessary efforts to mitigate the various business risks identified.

7.
APPROVALS REQUIRED 
The MOU does not require approvals from the relevant authorities and the shareholders of DIALOG. 

8.
DIRECTORS’ AND MAJOR SHAREHOLDERS’ INTERESTS
In so far as the directors of DIALOG are able to ascertain, none of the directors of DIALOG, major shareholders of DIALOG and/or persons connected with them have any interest, whether direct or indirect, in the MOU.

9.
DIRECTORS’ STATEMENT
The Board of Directors of DIALOG after considering the various aspects of the MOU, is of the opinion that the MOU is fair and reasonable to DIALOG and also in the best interest of DIALOG.
10.
COMPLIANCE WITH THE SECURITIES COMMISSION’S POLICIES AND GUIDELINES ON ISSUE/ OFFER OF SECURITIES (“SC GUIDELINES”)


To the best knowledge of the Board of Directors of DIALOG, the MOU has not departed from the SC Guidelines. 
11.
DOCUMENTS FOR INSPECTION
A copy of the MOU is available for inspection at the registered office of DIALOG at 109, Block G, Phileo Damansara 1, No. 9, Jalan 16/11, 46350 Petaling Jaya, Selangor Darul Ehsan during normal business hours on Monday to Friday (except public holidays) for a period of fourteen (14) days from the date of this announcement.



