PERISAI PETROLEUM TEKNOLOGI BHD (632811-X)

(Incorporated in Malaysia)


NOTES TO THE ACCOUNTS

PART A - EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD 134       (“FRS 134”)

1. Basis Of Preparation

The unaudited condensed interim financial statements for the financial quarter ended 31 December 2005 have been prepared in accordance with the requirements of FRS134 (Interim Financial Reporting) (formerly known as MASB 26) issued by the Malaysian Accounting Standards Board (“MASB”) and Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market (“MMLR”).

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2004 and the accompanying explanatory notes. 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 formation of the Perisai group of Companies (“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 ended 31 December 2005.

5. Changes In Estimates

There were no changes in estimates that have had a material effect on the results for the financial quarter ended 31 December 2005.

6. Debts And Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial quarter ended 31 December 2005.

7. Dividends Paid

An interim dividend of 10% at par value per share of RM0.10 each less tax at 28% in respect of the financial year ending 31 December 2005 was paid on 14 October 2005 to shareholders whose names appeared in the Record of Depositors on 30 September 2005.

8. Segmental Information


Individual Period

Cumulative Period




Current Year Quarter


Preceding Year Corresponding Quarter

Current Year To Date


Preceding Year Corresponding Period


31 December 2005
31 December 2004

31 December 2005
31 December 2004


RM’000
RM’000

RM’000
RM’000

Segment Revenue






Local
25,262
7,438

120,582
18,237

Overseas
1,380
-

2,310
449

Total revenue 
26,642
7,438

122,892
18,686

Segment Results






Local 
2,581
1,013

33,521
5,696

Overseas
582
-

669
264

Total results
3,163
1,013

34,190
 5,960

9. Valuation of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 31 December 2005.

10. Subsequent Events 

The following is the only material event subsequent to the financial quarter ended 31 December 2005:

Perisai and Alpha Thames Subsea Ltd (“ATS”) had on 5 January 2006, proportionately subscribed in cash at par value for 503,998 and 216,000 ordinary shares of RM1.00 each in Alpha Perisai Sdn Bhd (“Alpha Perisai”) respectively, pursuant to the joint venture between Perisai and ATS. As a result, the issued and paid-up share capital of Alpha Perisai has increased from RM2 to RM720,000 and the shareholding in Alpha Perisai is shown in the table below:


No. of shares
Shareholding

Perisai
504,000
70%

ATS
216,000
30%

Total
720,000
100%

11. Changes In Composition Of The Group 

Save as disclosed below, there are no material changes in composition of the Group during the financial quarter ended 31 December 2005: 

Perisai had on 30 October 2005, entered into an agreement with Meridian Term Sdn Bhd for the disposal of its entire 37.5% equity interest comprising 37,500 ordinary shares of RM1.00 each in its associated company Whizz Water Sdn Bhd for a cash consideration of RM1.5 million. The purchase consideration was arrived at following negotiations between the parties on a willing buyer willing seller basis.

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. Commitments

(a)
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 2005:


RM’000

Approved and contracted for:






- Balance payment for the acquisition of the entire equity interest of 

 Merit Composites Sdn Bhd  
2,160




Approved and not contracted for:


- None
-

(b)
Financial Commitments

Pursuant to a shareholders’ agreement with ATS, Perisai irrevocably agrees and commits to provide on demand by its subsidiary, Alpha Perisai Sdn Bhd RM28.3 million (or an equivalent amount or amounts in other currencies) for the purposes of marketing AlphaPRIME™ and funding its business activities.
PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 7A OF THE MMLR

14. Taxation


Individual Period
Cumulative Period




Current Year Quarter


Preceding Year Corresponding Quarter
Current Year To Date


Preceding Year Corresponding Period


31 December 2005
31 December 2004
31 December 2005
31 December 2004


RM’000
RM’000
RM’000
RM’000

Based on result for the period





-Current period provision
(106)
218
7,287
1,478

-Deferred taxation
505
44
2,043
24


399
262
9,330
1,502

15. Sale of Investments and/or Properties

Save as disclosed in Note 11, there were no sale of investments and/or properties during the financial quarter ended 31 December 2005.
16. Purchase Or Disposal Of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 31 December 2005.

17. Corporate Proposals 

(a) Status Of Corporate Proposals

On 19 April 2005, Perisai had announced that the Company proposed to undertake a private placement of up to 10% of the issued and paid-up share capital of the Company at an issue price to be determined later (“Private Placement”). The Securities Commission (“SC”) had approved the Private Placement vide its letter dated 3 May 2005 and Bursa Malaysia Securities Berhad had furnished its approval-in-principle for the listing of up to 20,800,000 new ordinary shares of RM0.10 each in Perisai pursuant to the Private Placement vide its letter dated 16 May 2005. Perisai had obtained its shareholders’ approval for the issuance of shares pursuant to Section 132D of the Companies Act, 1965 during its Annual General Meeting held on 3 June 2005. No further approval is required and to-date, the Private Placement has still not been implemented. The SC had vide its letter dated 9 November 2005, approved Perisai’s application for an extension of time to 2 May 2006, for Perisai to complete the Private Placement.

(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

 7,129
By 4 July 2006

Working capital
7,960

7,960*
Fully utilised

Listing expenses
1,200

1,200*
Fully utilised

Total
17,160

16,289


Note:

*
Actual expenses for the listing exercise amounted to RM1,443,010. As allowed in Perisai’s Prospectus, the additional RM243,010 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 2005. The Group’s borrowings as at 31 December 2005 are as follows:


Short Term

Long Term


RM’000

RM’000

Secured




- Bank overdraft
7,372

0

- Hire purchase creditors
175 

764

- Term loans
29,807

11,872

Total 
37,354

12,636

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 

Net profit after taxation and minority interest for the current quarter ended 31 December 2005 decreased by RM1.97 mil to approximately RM2.24 million compared to RM4.21 million for the preceding quarter ended 30 September 2005. The off hire and upgrading of a vessel in preparation for working in severe weather and rough sea conditions in the Northern hemisphere resulted in loss of revenue. In addition the Group had also undertaken a number of low margin projects to compensate for high margin projects which had been deferred to the following year.

22. Performance Review 

For the financial year ended 31 December 2005, the Group generated total revenue of RM122.89 million and net profit after taxation and minority interest of RM16.58 million. This compares to revenue of RM18.69 million and net profit after taxation and minority interest of RM4.55 million for the previous financial year ended 31 December 2004.

This significant increase was mainly due to increase in revenues from both the routine and non routine works undertaken and maiden profit contributions from Group acquisitions.

23. Prospects

The contributions from companies acquired in the current financial year ended 31 December 2005 and increase in Vendor Development Programme (“VDP”) scope by PETRONAS are expected to enhance the earnings of Perisai Group in the coming years.

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 ASEAN region. The regional expansion drive will consist of both joint ventures and partnerships with local business operators in those regions.

The recent joint venture with ATS is expected to contribute positively to the future earnings of the Perisai Group. The new AlphaPRIME™ technology is expected to afford the Group a first mover advantage in exploiting the potential for subsea hydrocarbon extraction in Malaysia and the Asia Pacific Region. The AlphaPRIME™ System-Modular architecture has now been further developed recently for topsides and FPSO application of which patents had been applied for.

Last but not least, the recent upgrading of a vessel to be prepared for working in a severe weather and rough sea conditions in the Northern Hemisphere is also expected to enhance the earnings of Perisai Group in the coming years.

24. Variance of Profit Forecast

Not applicable as Perisai did not announce any profit forecast.

25. Dividend Payable

An interim dividend of 10% at par value per share of RM0.10 each less tax at 28% in respect of the financial year ending 31 December 2005 was paid on 14 October 2005 to shareholders whose names appeared in the Record of Depositors on 30 September 2005.

The Board is recommending a final dividend of 10% at par value per share of RM0.10 each less income tax at 28% in respect of the financial year ended 31 December 2005, subject to the approval by the shareholders at the forthcoming Annual General Meeting.  The payment date of this dividend will be announced later.
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 year ended 31 December 2005 and preceding corresponding quarter ended 31 December 2004 and by the weighted average number of ordinary shares in issue for the preceding year cumulative period ended 31 December 2004.

Individual Period
Cumulative Period


Current Year Quarter


Preceding Year Corresponding Quarter
Current Year To Date


Preceding Year Corresponding Period


31 December 2005
31 December
2004
31 December
2005
31 December
2004


RM’000
RM’000
RM’000
RM’000

Net profit after tax and minority interests (RM)
2,242
1,121
16,577
4,548

Weighted average number of ordinary shares in issue
-
-
-
118,208

Number of ordinary shares in issue
208,000
208,000
208,000
-

Basic earnings per share (sen)
1.08
0.54
7.97
3.85

27. Authorised For Issue

The interim financial statements were authorised for issue by the Board in accordance with a resolution of the Directors on 24 February 2006.

By Order of the Board

Perisai Petroleum Teknologi Bhd

Laletha A/P Subramaniam (LS 0008202)

Company Secretary
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