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 interim financial statements have been prepared under the historical cost convention.

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and Chapter 7 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 2005. These explanatory notes attached to the interim financial statements 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 year ended 31 December 2005.

2. Changes In Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

FRS 3
Business Combinations

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 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

New/revised FRSs which would be adopted from the financial period beginning 1 January 2007 are:

FRS 117
Leases

FRS 124
Related Party Disclosures

FRS 139
Financial Instruments: Recognition and Measurement

The adoption of the above standards does not have significant financial impact on the Group except for the following:-

(a) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

Intangible assets – goodwill

The adoption of these new FRSs has resulted in the Group ceasing annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognised in profit or loss and subsequent reversal is not allowed. Prior to 1 January 2006, goodwill was amortised on a straight-line basis over its estimated useful life of twenty 20 years.

The transitional provisions of FRS 3, however, have required the Group to eliminate at 1 January 2006 the carrying amount of the accumulated amortisation of RM1,003,000 against the gross amount of goodwill.

The carrying amount of goodwill as at 1 January 2006 of RM22,467,000 ceased to be amortised. This has the effect of reducing the amortisation charges by RM235,000 in the current quarter ended 31 March 2006.

Intangible assets other than goodwill

The new FRS 138 requires that the useful lives of intangible assets other than goodwill be assessed at the individual asset level as having either a finite or indefinite life. Some of the intangible assets are regarded to have an indefinite useful life when, based on an analysis of all of the relevant factors, there is no foreseeable limit to the period over which the assets is expected to generate net cash inflows for the Group. Intangible assets with indefinite useful lives are not amortised but instead, are tested for impairment annually. In accordance with the transitional provisions of FRS 138, the change in the useful life assessment from finite to indefinite is made on a prospective basis. 

(b)
FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the net profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

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

4. Seasonal Or Cyclical Factors
The Group’s operations are not materially subject to any seasonal or cyclical factors except for severe weather conditions.
5. 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 March 2006.

6. Changes In Estimates

There were no significant changes in estimates that have had a material effect on the results for the financial quarter ended 31 March 2006

7. Debts And Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial quarter ended 31 March 2006. 

8. Dividend Paid

There were no dividends paid during the financial quarter ended 31 March 2006.

9. Segmental Information


Individual Period

Cumulative Period




Current Year Quarter


Preceding Year Corresponding Quarter

Current Year To Date


Preceding Year Corresponding Quarter 


31 March 2006
31 March 2005

31 March 2006
31 March 2005


RM’000
RM’000

RM’000
RM’000

Segment Revenue






Local
19,479
34,372

19,479
34,372

Overseas
6,800
793

6,800
793

Total revenue 
26,279
35,165

26,279
35,165

Segment Results






Local
(1,488)
12,481

(1,488)
12,481

Overseas
4,185
78

4,185
78

Total results
2,697
12,559

2,697
12,559

10. Valuation Of Property, Plant and Equipment
The Group did not revalue any property, plant and equipment during the financial quarter ended 31 March 2006.

11. Subsequent Events
On 5 May 2006, Perisai incorporated a wholly owned subsidiary known as Perisai Research Sdn. Bhd. with an authorised share capital of RM500,000 divided into 500,000 ordinary shares of RM1.00 each. The issued and paid –up share capital is  RM100,000 divided into 100,000 ordinary shares of RM1.00 each. Perisai Research Sdn. Bhd will be principally involved in carrying out research and development in the Oil and Gas industry.
12. Changes In Composition Of The Group

Save as disclosed below, there were no changes in the composition of the Group during the financial quarter-ended  31 March 2006;-

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%

13. 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.

14. 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 March 2006:


RM’000

Approved and contracted for:



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

   Merit Composites Sdn Bhd  
1,080




Approved but 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 70% 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
15. Taxation


Individual Period
Cumulative Period




Current Year Quarter


Preceding Year Corresponding Quarter
Current Year To Date


Preceding Year Corresponding Period


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


RM’000
RM’000
RM’000
RM’000

Based on result for the period





-Current period provision
104
3,592
104
3,592

           The low effective tax rate mainly due to the tax advantage in relation to the foreign source of income and the utilisation of unabsorbed capital allowances. 
16. Sale of Investments and/or Properties

There were no sale of investments and/or properties during the financial quarter ended 31 March 2006.

17. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 31 December 2006
18. 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 28 April 2006, approved Perisai’s application for an extension of time to 2 November 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 22 May 2006 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

 7,334
By 4 July 2006

Working capital
7,960

7,960*
Fully utilised

Listing expenses
1,200

1,200*
Fully utilised

Total
17,160

16,494


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.
19. Borrowings And Debt Securities

The Group has no debt securities as at 31 March 2006. The Group’s borrowings as at 31 March 2006 are as follows:


Short Term

Long Term


RM’000

RM’000

Secured




- Bank overdraft
7,630

-

- Hire purchase creditors
47

848

- Term loan
26,983

10,379

Unsecured
-

-

Total 
34,660

11,227

20. Off Balance Sheet Financial Instruments

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

21. Changes In Material Litigation

Save as disclosed below, neither Perisai nor its subsidiaries are engaged in any material litigation, claim or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of Perisai or its subsidiaries. The Directors of Perisai and its subsidiaries are not aware of any proceedings pending or threatened against Perisai and its subsidiaries or any facts likely to give rise to any proceedings which might materially affect the financial position or business of Perisai and its subsidiaries:

(i) Shah Alam Sessions Court Summons No. 4-52-1504-2002 dated 31 May 2002 between Mark Brian McIntyre, being the plaintiff and AME, being the defendant. The plaintiff made a claim for negligence against AME for failing to provide a safe and proper work environment. The action is being taken up by the insurers, Capital Insurance Bhd. The plaintiff is seeking unqualified general and aggravated damages (unquantifiable amount). The matter was fixed for trial on 29 and 30 March 2005. The court had subsequently adjourned the trial to 6 June 2006. The Directors of AME, after consulting with its legal adviser, believe that it has a good defendable case.
(ii) Kuala Lumpur Industrial Court matter No. 12/4-1988/04 dated 17 November 2004 between Charles Mok Ngoh Check, being the plaintiff and AME, being the defendant. The plaintiff made a claim for reinstatement or alternatively compensation (unquantifiable) for wrongful dismissal. The matter is fixed for trial on 1 and 2 August 2006. The Directors of AME, after consulting with its legal adviser, believe that it has a good defendable case.
22. Comparison With Preceding Quarter’s Results

Net profit after taxation and minority interest for the current quarter ended 31 March 2006 increased by RM0.78 million to approximately RM3.02 million compared to RM2.24 million for the preceding quarter ended 31 December 2005. This was mainly due to the Group securing more overseas projects at the expense of local projects.
23. Performance Review

For the financial quarter ended 31 March 2006, the Group generated total revenue of RM26.3 million and net profit after taxation and minority interest of RM3.02 million. This compares to revenue of RM35.16 million and net profit after taxation and minority interest of RM6.02 million for the previous financial quarter ended 31 March 2005.

This significant decrease was mainly due to local projects being deferred and one vessel which was being upgraded taking longer than projected.

24. Prospects

The contributions from companies acquired in the 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 the 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 Floating Production Storage and Offloading (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.

25. Variance Of Profit Forecast

Not applicable as Perisai did not announce any profit forecast.

26. Dividend Payable

The Board has recommended 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. 

The financial statements for the current financial quarter do not reflect this proposed dividend. Such dividend, if approved by the shareholders, will be accounted for in equity as an appropriation of retained profits in the financial year ending 31 December 2006.

27. Earning Per Share (“EPS”)

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 number of ordinary shares in issue for the cumulative period ended 31 March 2006.

Individual Period

Cumulative Period


Current Year Quarter


Preceding Year Corresponding Quarter

Current Year To Date


Preceding Year Corresponding Quarter








Net profit after tax and minority interests (RM)
3,023,824
6,014,537

3,023,824
6,014,537

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

208,000,000
208,000,000

Basic earnings per share (sen)
1.45
2.89

1.45
          2.89

28. Authorised For Issue
The interim financial statements were authorised for issue by the Board in accordance with a resolution of the Directors on 30 May 2006                               .

By Order of the Board

Perisai Petroleum Teknologi Bhd

Shobha Narayani A/P Venkatachalam (MAICSA 7030303)

Company Secretary
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