PERISAI PETROLEUM TEKNOLOGI BHD (632811-X)

(Incorporated in Malaysia)


NOTES TO THE ACCOUNTS

PART A - EXPLANATORY NOTES PERSUANT TO MASB 26

1. Basis Of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad (formerly known as Malaysia Securities Exchange Berhad) (“Bursa Securities”) for the MESDAQ Market (“MMLR”).

The interim financial statements should be read in conjunction with the audited financial statements for the period ended 31 December 2003 and the accompanying explanatory notes attached to the interim financial statements. These explanatory notes provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the existence of the Group on 31 May 2004.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the latest audited financial statements.

2. Auditors’ Report On Preceding Annual Financial Statements
The auditors’ report on the latest audited financial statements was not qualified.

3. Seasonal Or Cyclical Factors
The Group’s operations are not materially subject to any seasonal or cyclical factors except for severe weather conditions.
4. Unusual Items Due To Their Nature, Size Or Incidence

There were no unusual items affecting assets, liabilities, equity, net income and cash flows during the financial quarter and financial year ended 31 December 2004.

5. Changes In Estimates

There were no changes in estimates that have had a material effect on the results for the financial quarter and financial year ended 31 December 2004.

6. Debts And Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial quarter and financial year ended 31 December 2004 except for the following:

(a) On 31 May 2004, the Company increased its issued and paid-up share capital from RM2 to RM15,600,000 by the issuance of 155,999,980 new ordinary shares of RM0.10 each (“Perisai Shares”) at par for the purpose of acquiring the entire issued and paid up share capital of Fibaroll (SEA) Sdn Bhd, Romilly (M) Sdn Bhd and Orinippon Trading Sdn Bhd, 60% equity interest in Corro-Shield (M) Sdn Bhd and 37.5% equity interest in Whizz Water Sdn Bhd for a total purchase consideration of RM15,599,998; and

(b) Pursuant to a Public Issue on 28 June 2004, the Company’s issued and paid-up share capital was increased from RM15,600,000 to RM20,800,000 by the issuance of 52,000,000 new Perisai Shares at an issue price of RM0.33 per share, comprising the following:-

· 20,800,000 Perisai Shares available for application by eligible Directors and employees of Perisai and its subsidiary companies;

· 29,120,000 Perisai Shares by way of private placement to eligible public investors identified by the placement agent; and

· 2,080,000 Perisai Shares available for application by the Malaysian public,

7. Dividends Paid

There were no dividends paid during the financial quarter and financial period ended 31 December 2004.

8. Segmental Information


Individual Period

Cumulative Period


 Current Year Quarter

31 December 2004

Current Year To Date 

31 December 2004


RM’000

RM’000

Segment Revenue




Local
7,438

18,237

Overseas
-

449

Total revenue 
7,438

18,686

Segment Results




Local 
990

5,645

Overseas
-

264

Total results
990

5,909

9. Valuation of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter and financial year ended 31 December 2004.

10. Subsequent Events

There were no material events subsequent to the financial quarter and financial year ended 31 December 2004 except for the following:

a) On 7 January 2005, the shareholders of Perisai approved a resolution authorising Perisai to allot and issue shares pursuant to Section 132D of the Companies Act, 1965 of up to 10% of the issued and paid-up share capital of the Company.

b) On 2 February 2005, Perisai completed the acquisition of 51,000 ordinary shares of RM1.00 each representing 51% of the issued and paid-up share capital of Bio-X Technologies Sdn Bhd for a total cash consideration of RM100,000.

c) On 2 February 2005, Perisai completed the acquisition of 250,000 ordinary shares of RM1.00 each representing the entire issued and paid-up share capital of Merit Composites Sdn Bhd (“MCSB”) for a total cash consideration of RM3,600,000.

d) On 2 February 2005, Petroliam Nasional Berhad ("PETRONAS") awarded an amendment of its scope of work covered under the PETRONAS' Vendor Development Programme ("VDP") which was "the manufacture, supply and installation of protective systems for corrosion prevention on pipes and pipelines and for the rehabilitation and structural strengthening of piping and pipelines". The new scope of work is now for "the manufacture, supply and installation of protective systems for corrosion prevention (including inspection, surface preparation and maintenance) on all nuts and bolts, pipe flanges, riser / riser clamps, pipe supports, piping and pipelines and for the rehabilitation and structural strengthening of piping and pipelines". This new scope of work is for a tenure of 5 years from 2 February 2005.

11. Changes In Composition Of The Group 

There were no material changes in composition of the Group during the financial quarter and financial year ended 31 December 2004 except for the incorporation of a wholly owned subsidiary i.e Perisai (L) Inc. on 15 October 2004. 

12. Changes In Contingent Liabilities And Contingent Assets

The Directors are not aware of any material contingent liabilities or contingent assets, which, upon becoming enforceable, may have a material impact on the profit or net assets value of the Group.

13. Capital Commitments

Save as disclosed below, the Group is not aware of any material capital commitments incurred or known to be incurred by the Group which upon becoming enforceable, may have a material impact on the profit or net assets value of the Group as at 31 December 2004:


RM’000

Approved and contracted for:



- 2 pieces of leasehold land measuring approximately 1 acre each located in Bangi 
  1,876

- acquisition of entire equity interest of MCSB  
  3,240

- acquisition of 55% equity interest of AME  
26,730

Total
31,846




Approved and not contracted for:


None
-




PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 7A OF THE MMLR

14. Taxation


Individual Period
Cumulative Period


 Current Year Quarter

31 December 2004
Current Year To Date 

31 December 2004


RM’000
RM’000

Based on result for the period



-Current period provision
218
1,478

-Deferred taxation
44
24


262
1,502

The effective tax rate of the Group is lower than the statutory tax rate mainly due to the double tax deduction on research and development expenditure which is subject to approval by the Inland Revenue Board.

15. Sale of Investments and/or Properties

There were no sale of investments and/or properties during the financial quarter and financial year ended 31 December 2004.

16. Purchase Or Disposal Of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter and financial year ended 31 December 2004.

17. Corporate Proposals

(a) Status Of Corporate Proposals

The status of corporate proposals of Perisai which have been announced but pending completion is as follows:

(i) On 4 August 2004, Perisai entered into a joint venture agreement with SIF Universal Sdn Bhd  in relation to the incorporation of a joint venture company to be known as Perisai SIFU Sdn Bhd ("PSSB") (or such other name as may be mutually agreed) to undertake research and development for the application of Fiber Optic Sensors ("FOS") into Perisai's Composite Sleeve Repair System and other corrosion prone areas, to facilitate the promotion and sale of FOS and all intellectual property to be developed by PSSB or intellectual property rights belonging to PSSB, to oil and gas companies worldwide. The joint venture is pending application and approval from the Foreign Investment Committee (“FIC”).

(ii) On 4 August 2004 Perisai subscribed for 51,000 new ordinary shares of RM1.00 each in Nottingham AI Sdn Bhd (formerly known as Valiantique Sdn Bhd) ("Nottingham AI"), representing 51% of the entire enlarged issued and paid-up capital of Nottingham AI for a cash consideration of RM51,000 ("Subscription") to be entirely satisfied from internally generated funds. Upon completion of the Subscription, Nottingham AI had on the same day, entered into a Memorandum of Understanding with University of Nottingham Malaysia Campus to engage in joint research and development to produce intelligent electronic systems for the oil and gas industry. The completion is pending FIC approval.

(iii) On 26 August 2004, Corro-Shield (M) Sdn Bhd, a 60% owned subsidiary of the Company, has entered into a conditional Sale and Purchase Agreement to purchase 2 pieces of leasehold land from Perbadanan Kemajuan Negeri Selangor in Bangi for a total purchase consideration of RM2,084,166 to be satisfied by internally generated funds and/ or bank borrowings. 

(iv) On 15 October 2004, Perisai entered into a joint venture agreement with Morstrong Industries Sdn Bhd in relation to the incorporation of a joint venture company ("NewCo") to undertake research and development in, manufacturing and marketing of specialised protective underwater and surface coating for corrosion control purposes in the oil and gas industry. The NewCo is expected to have an issued and paid-up share capital of RM100,000 comprising 100,000 ordinary shares of RM1.00 each (“NewCo Shares”), of which Perisai will subscribe for 51,000 NewCo Shares amounting to 51% of the NewCo. The FIC had approved the joint venture vide its letter dated 9 December 2004. The NewCo has yet to be incorporated.

(v) On 17 February 2005, Perisai has fulfilled all conditions precedent required for the acquisition of 550,000 ordinary shares of RM1.00 each in Allied Marine & Equipment Sdn Bhd (“AME”), representing 55% of the issued and paid-up share capital of AME for a total cash consideration of RM29,700,000. The approval of Perisai shareholders’ had been obtained in the extraordinary general meeting held on 7 January 2005. The FIC had approved the acquisition vide its letter dated 26 January 2005.

b)
Status Of Utilisation Of Proceeds
The proceeds raised during the Public Issue were approved for the following activities and status on the funds utilisations as at 21 February 2005 is summarised as follows: 

Utilisation
Approved Utilisation

Amount

Utilised
Expected time frame for the full utilization


RM’000

RM’000


Research and development
8,000

781
By 4 July 2006

Working capital
7,960

3,992*
By 4 July 2005

Listing expenses
1,200

1,200*
Fully utilised

Total
17,160

5,973


Note:

*
Actual expenses for the listing exercise amounted to RM1,438,060. As allowed in Perisai’s Prospectus, the additional RM238,060 has been funded out of the portion allocated for working capital.

18. Borrowings And Debt Securities

The Group has no debt securities as at 31 December 2004. The Group’s borrowings as at 31 December 2004 are as follows:


Short Term

Long Term


RM’000

RM’000

Secured
169

639

Unsecured
-

-

Total 
169

639

19. Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments as at the date of this announcement.

20. Changes In Material Litigation

The Group does not have any material litigation, which in the opinion of the Directors, would have a material adverse effect on the financial position of the Group.

21. Comparison With Preceding Quarter’s Results 

Profit before taxation for the current quarter ended 31 December 2004 decreased by 63% to approximately RM1.2 million compared to RM3.2 million for the preceding quarter ended 30 September 2004. This decrease was due to a change in product mix. 

22. Performance Review 

Perisai completed the acquisition of Corro-Shield (M) Sdn Bhd, Fibaroll (SEA) Sdn Bhd, Romilly (M) Sdn Bhd, Orinippon Trading Sdn Bhd, Impact Surge Sdn Bhd, Whizz Water Sdn Bhd on 31 May 2004 prior to its listing. Consequently, the cumulative results were based on operations for the seven months  period from 1 June 2004 to 31 December 2004.

For the financial quarter ended 31 December 2004, the group generated a total revenue of RM7,438,000 and net profit of RM1,121,000. 
For the financial year ended 31 December 2004 which covers 7 month operations, the group generated a total revenue of RM18,686,000 and net profit of RM4,548,000.

Should the condensed consolidated income statement be prepared based on proforma basis, assuming a full year operations from 1 January 2004 to 31 December 2004, the Group would have generated a total revenue of RM26,276,000 and net profit of RM6,497,000. This represents an increase in net profit by 66% from the proforma consolidated net profit of RM3,913,000 (before exceptional items) for the financial year ended 31 December 2003 as disclosed in the Prospectus dated 16 June 2004.

The results from the acquisitions and incorporations of new subsidiary companies as disclosed in Note 17 have not been incorporated into the financial results for the financial quarter and financial year ended 31 December 2004.

23. Prospects

The proposed acquisitions and change of VDP scope by PETRONAS as set out in Note 10 and 17 are expected to enhance the earnings of Perisai Group in the coming years. Notably the acquisitions of MCSB and AME are supported by profit guarantees from the respective vendors.

The Group will continue to invest in research and development to enhance its product quality and range and to expand its market share in the corrosion control market primarily in the oil and gas industry in the Asean region. 

The Group also plans to expand and emulate the success achieved in Malaysia by offering its products and services in Asia and the Middle East in years to come. The regional expansion drive will consist of both joint ventures and partnerships with local business operators in those regions.

24. Variance of Profit Forecast

Not applicable as Perisai did not announce any profit forecast.

25. Dividend Payable

There were no dividends paid during the financial quarter and financial period ended 31 December 2004.

26. Earnings Per Share

Basic earnings per share is calculated by dividing the net profit after tax and minority interests by the number of ordinary shares in issue for the current quarter and the weighted average number of ordinary shares in issue for the year ended 31 December 2004.

Individual Period

Cumulative Period


Current Year Quarter 

31 December 2004

Current Year to Date 

31 December 2004






Net profit after tax and minority interests (RM)
1,121,253

4,548,822

Number of ordinary shares in issue
208,000,000

-

Weighted average number of ordinary shares in issue
-

118,207,659

Basic earnings per share (sen)
0.54

3.85

27. Authorised For Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 25 February 2005.

By Order of the Board

Perisai Petroleum Teknologi Bhd

Laletha A/P Subramaniam (LS 0008202)

Company Secretary
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