PERISAI PETROLEUM TEKNOLOGI BHD (632811-X)

(Incorporated in Malaysia)


NOTES TO THE ACCOUNTS

PART A -
EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD (“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 paragraph 9.22 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 2006. 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 Perisai Petroleum Teknologi Bhd (“Perisai” or the “Company”) and its subsidiaries (“Group”) since the year ended 31 December 2006.

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 2006 except for the adoption of the following new/revised FRS effective for financial period beginning 1 January 2007:

FRS 117


Leases

FRS 1192004 (Revised)
Employee Benefits- Actuarial Gains and Losses, Group Plans and Disclosures

FRS 124


Related Party Disclosures

The adoption of FRS 139 Financial Instruments: Recognition and Measurement has been deferred to a date to be announced later.

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

FRS 117 Leases

Prior to 1 January 2007, leasehold land held for own use was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses. The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of lease of land. The Group now treats leasehold land held for own use as operating lease with the unamortized carrying amount classified as prepaid land lease payments. Such prepaid land lease payments are now amortised evenly over the unexpired term of the lease. The classification of leasehold land as prepaid land lease payment has been accounted for retrospectively.

The following comparatives were restated following the adoption of FRS 117:

	As at 31 December 2006
	Previously stated

RM’000
	Reclassification

RM’000
	Restated

RM’000

	
	
	
	

	Property, plant and equipment
	69,843
	(3,017)
	66,826

	Prepaid land lease payment
	-
	3,017
	3,017


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

Save as disclosed in item 12 below, there were no unusual items affecting assets, liabilities, equity, net income and cash flows during the financial quarter ended 31 December 2007.

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 December 2007.

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 December 2007.

8. Dividend Paid

There were no dividends paid during the financial quarter ended 31 December 2007.

9. Segmental Information

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter
	Preceding Year Corresponding Quarter
	Current Year To Date
	Preceding Year Corresponding Period 

	
	31 Dec 2007
	31 Dec 2006
	31 Dec 2007
	31 Dec 2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	Local
	42,042
	34,262
	134,063
	86,932

	Overseas
	122
	2,756
	21,614
	29,973

	Total revenue 
	42,164
	37,018
	155,677
	116,905

	
	
	
	
	

	Segment Results
	
	
	
	

	Local
	6,611
	(2,631)
	20,181
	(6,536)

	Overseas
	85
	840
	7,697
	11,311

	Total results
	6,696
	(1,791)
	27,878
	4,775

	
	
	
	
	


10. Valuation Of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 31 December 2007.

11. Subsequent Events

On 30 January 2008, Perisai had entered into a conditional Share Sale Agreement with Mercury Pacific Marine Pte Ltd (formerly known as SJR Marine Pte Ltd) a company incorporated in Singapore for the proposed acquisition of the entire issued and paid up share capital of SJR Marine (L) Ltd comprising 4,000,000 ordinary shares of USD1.00 (equivalent to approximately RM3.24) each for a total purchase consideration of USD42,000,000 (equivalent to approximately RM136,080,000) to be satisfied by way of USD2,000,000 (equivalent to approximately RM6,480,000) cash and the issuance of new ordinary shares of RM0.10 each in Perisai at an issue price of RM1.50 per share. 
12. Changes In Composition Of The Group

Save as disclosed below, there were no changes in the compositions of the Group during the financial quarter ended 31 December 2007;-

On 23 July 2007, Perisai had entered into a conditional Share Sale Agreement (“SSA”) with Worldclass Inspiration Sdn Bhd (“WISB”) for the disposal of 4,785,000 ordinary shares of RM1.00 each in its subsidiary, Allied Marine Equipment Sdn Bhd (“AME”) representing 55% of its equity interest therein for a total cash consideration of RM39,500,000 less incidental cost of disposal of RM317,000.
The disposal was successfully completed on 21 November 2007.
The disposal had the following effect on the financial position of the Group as at the end of the year:

	
	2007

	
	RM

	Property, plant and equipment
	37,861,742

	Deferred tax assets
	 1,190,277

	Work in progress
	    972,065

	Trade and other receivables
	48,811,677

	Cash and bank balances
	1,722,635

	Trade and other payables
	(25,760,970)

	Bank borrowings 
	(6,471,198)

	Current tax payable
	(5,826,198)

	Deferred tax liabilities
	(3,535,676)

	Minority interest
	(22,028,640)

	Net assets disposed
	26,935,714

	Goodwill on acquisition
	17,435,908

	Total disposal proceeds
	(39,500,000)

	Incidental cost
	317,000

	Loss on disposal to the group
	5,188,622


	Disposal proceeds settled by:
	

	Cash
	39,500,000

	
	

	Net cash inflow arising on disposal
	39,183,000

	Cash and cash equivalents of the subsidiary disposed
	2,237,600

	Net cash inflow of the Group
	41,420,600


13. Changes In Contingent Liabilities And Contingent Assets

Save as disclosed below, the Directors are not aware of any material contingent liabilities, which, upon becoming enforceable, may have a material impact on the financial position of the Group:-

Corporate Guarantee of RM9.35millon issued by Perisai as a financial guarantee to a subsidiary to secure a bank guarantee for the 20% down payment of the total down payment of the total value of the contract dated 13 March 2007 entered into with Qatar Sand Treatment Plant, a company incorporated in Doha, Qatar for it to design, engineer, procure, construct, install, test and commission a sand washing plant and a water recycling and fines recovery system for the existing plant expansion.

14. Changes in Contingent Assets

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

15. Material 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 2007:-
I. Pursuant to a shareholders’ agreement dated 4 October 2006 with Alpha Thames Subsea Ltd (“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.
II. On 4 October 2007, Perisai appointed WS Atkins International Limited to undertake the necessary engineering procedures beginning from the conceptual stage through to the eventual construction stage for a cost of approximately GBP72,000 (equivalent to approximately RM505,584 based on the exchange rate of GBP1:RM7.022 as at 5 October 2007.
16. Significant related party transaction

There were no significant related party transactions during the financial quarter ended 31 December 2007.

PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE MMLR
1. Performance Review

For the financial year ended 31 December 2007, the Group generated total revenue of RM155.68 million and profit attributable to equity holders of the parent of RM11.76 million. This compares to revenue of RM116.91 million and profit attributable to equity holders of the parent of RM5.00 million for the preceding corresponding financial year ended 31 December 2006.

The increase in revenue was mainly due to execution of overseas and local contracts awarded and the contributions from vessel operations. The increase in profit attributable to equity holders of the parent was in line with increase in revenue. 

For the financial quarter ended 31 December 2007, the Group generated total revenue of RM42.16 million and loss attributable to equity holders of the parent RM0.75 million. This compares to revenue of RM37.02 million and loss attributable to equity holders of the parent of RM0.40 million for the corresponding financial quarter ended 31 December 2006.
The loss was mainly due to loss on disposal of AME during the fourth financial quarter ended 31 December 2007.
2. Material Change in Profit Before Tax(“PBT”) In Comparison to the Preceding Quarter

For the financial quarter ended 31 December 2007, the Group recorded a PBT of approximately RM3.32 million as compared to a profit before taxation of approximately RM6.83 million for the preceding financial quarter ended 30 September 2007. 

The decrease in PBT from the previous quarter was mainly due to the disposal of AME during the fourth financial quarter ended 31 December 2007.
3. Future Prospects 
The recent proposed acquisition of SJR Marine (L) Ltd as disclosed in Part A item 11which has secured a four and a half year contract is expected to contribute significant to the earnings of Perisai Group in the future financial years 

The Group has evolved from a corrosion control company to a leading edge technology company offering a wide range of products and services. This diversification has allowed it to become a one stop centre offering larger and more technically challenging services. 

The Group’s track record of success and proprietary technology puts it in the forefront for new contracts in the region as oil companies venture into marginal fields, deepwater and remote environments. 

The Group’s two (2) existing vessels will continue to generate positive future earnings and with a third Derrick Lay Barge under SJR Marine (L) Ltd as mentioned above, which is expected to be delivered in the middle of 2008 will further enhance the future earnings to the Group barring any unforeseen circumstances
The Group will continue to invest in research and development to enhance its product quality and range and new technology to expand its market share in the marginal fields, deepwater and remote environments 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 and hope to breakthrough for more contracts from the Middle East. The regional expansion drive will consist of both joint ventures and partnerships with local business operators in those regions.
Barring any unforeseen circumstances, the Board is confident of achieving positive results for the future financial years.
4. Profit Forecast and Profit Guarantee

The Group did not announce or disclose any profit forecast or profit guarantee in any public documents for the financial quarter ending 31 December 2007.
5. Taxation

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 Dec 2007
	31 Dec 2006
	31 Dec 2007
	31 Dec 2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Based on result for the period
	
	
	
	

	- Current period provision
	3,153
	1,103
	6,801
	3,091

	- Under provision in prior years
	-
	150
	-
	150

	- Deferred taxation
	(2,461)
	(1,506)
	(1,643)
	(1,957)

	
	692
	(253)
	5,158
	1,284

	
	
	
	
	


The effective tax rate for the financial quarter and financial year ended 31 December 2007 was lower than the statutory tax rate mainly due to the recognition of deferred tax assets for Perisai and its subsidiary companies.
6. Sale of Unquoted Investments and/or Properties

Save for the disposal of two (2) pieces of land, which resulted in a gain of RM905,000 to the Group, there were no sale of unquoted investments and/or properties during the financial quarter ended 31 December 2007. 
7. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 31 December 2007.
8. Status Of Corporate Proposals And Utilisation of Proceeds 

(a) Status Of Corporate Proposal

(i) On 23 July 2007, Perisai had entered into a conditional SSA with WISB for the proposed disposal of 4,785,000 ordinary shares of RM1.00 each in its subsidiary, AME representing 55% of its equity interest therein for a total cash consideration of RM39,500,000. The relevant approvals have been obtained from the authorities and Perisai’s shareholders. The disposal was successfully completed on 21 November 2007 (“Disposal”)
(ii) On 12 December 2007 Perisai received an approval from the Securities Commision (“SC”) vide their letter dated 10 December 2007 for the proposed issue of, offer for subscription or purchase of or invitation to subscribe for or purchase of up to RM150 million nominal value Islamic Medium Term Notes (“IMTN”) under a 10 year IMTN programme.
The programme is currently suspended pending new developments and change of direction for the Perisai Group 

(iii) On 30 January 2008, Perisai had entered into a conditional Share Sale Agreement with Mercury Pacific Marine Pte Ltd (formerly known as SJR Marine Pte Ltd) a company incorporated in Singapore for the proposed acquisition of the entire issued and paid up share capital of SJR Marine (L) Ltd comprising 4,000,000 ordinary shares of USD1.00 (equivalent to approximately RM3.24) each for a total purchase consideration of USD42,000,000 (equivalent to approximately RM136,080,000) to be satisfied by way of USD2,000,000 (equivalent to approximately RM6,480,000) cash and the issuance of new ordinary shares of RM0.10 each in Perisai at an issue price of RM1.50 per share. The proposed acquisition is subject to the approvals of SC, SC (on behalf of the Foreign Investment Committee) Bursa Securities, the shareholders of Perisai at an extraordinary meeting to be convened and any other relevant authorities. 
(b) Status Of Utilisation Of Proceeds
The proceeds arising from the Company’s initial public offering exercise has been fully utilised.

Save as disclosed in item 8a(iii) above, the Group has not undertaken any other corporate proposal involving fund raising as at the date of this announcement.

As at the date of this announcement, the status of the utilisation of proceeds raised from the Disposal are as follows:-

	Purpose
	Proposed Utilisation
	Actual Utilisation
	Deviation Amount
	Explanations

	
	RM'000
	RM'000
	RM'000
	%
	

	
	
	
	
	
	

	Repayment of Facilities (1)
	26,730
	26,730
	-
	-
	-

	Repayment of other term loans
	10,000
	11,000
	1,000
	10
	An additional RM1 million were taken from its working capital to reduce the Group’s liability..

	Working capital
	2,370
	1,453
	(917)
	(38)
	-

	Estimated expenses in relation to the Disposal
	400
	317
	(83)
	(21)
	-

	
	
	
	
	
	

	Total
	39,500
	39,500
	-
	-
	


(1)
The Facilities were extended by RHB Bank Berhad to Perisai for the purpose of financing the purchase of 55% equity interest in AME on 18 October 2004.

9. Borrowings And Debt Securities

The Group has no debt securities as at 31 December 2007. The Group’s borrowings as at 31 December 2007 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	12,411
	4,894

	- Bank Overdraft
	1,282
	-

	- Bankers acceptance
	498
	-

	- Hire purchase creditors
	65
	151

	Total 
	14,256
	5,045

	
	
	


10. Off Balance Sheet Financial Instruments

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

11. Changes In Material Litigation

Save as disclosed below, neither Perisai nor any of its subsidiaries are engaged in any material litigation, claims, or arbitration as at the date of this announcement, either as plaintiff or defendant and the Board of Directors is not aware and do not have any knowledge of any proceedings pending or threatened against the Company and/or its subsidiaries or of any fact likely to give rise to any proceedings which may affect their income from, title to, or possession of any of their assets and/or businesses:-

(i) Kuala Lumpur Industrial Court matter No. 25(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 trial was part heard on 21 and 22 May 2007 and fixed for continued hearing on 25 September 2007.  The Directors of AME, after consulting with its legal adviser, believe that it has a good defendable case.  In any event, the quantum of the compensation is expected to be limited given that the plaintiff was given an opportunity to return to work soon after he had left his employment with AME but the plaintiff had sought employment elsewhere. 

Pursuant to the disposal of AME as disclosed item 8(a)(i) there will be no legal impact on the Group.
.
12. Dividend Payable

There was no dividend declared for the financial quarter ended 31 December 2007.

13. Earning Per Share ("EPS")

Basic EPS is calculated by dividing the net profit after tax and minority interests by the number of ordinary shares in issue as at 31 December 2007 and 31 December 2006.
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 Dec 2007
	31 Dec 2006
	31 Dec 2007
	31 Dec 2006

	
	
	
	
	

	Profit attributable to equity holders of the parent (RM)
	(749,287)
	(401,567)
	11,758,547
	5,003,460

	
	
	
	
	

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

	
	
	
	
	

	Basic earnings per share (sen)
	(0.36)
	(0.19)
	5.65
	2.41


14. Authorised For Issue
The interim financial statements were authorised for issue by the Board in accordance with a resolution of the Directors on 27 February 2008.

By Order of the Board

Perisai Petroleum Teknologi Bhd

Terwander Singh a/l Badan Singh (MAICSA0780838)

Company Secretary
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