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 2007. 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 2007.

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 2007 except for the adoption of the following new/revised FRS effective for financial period beginning 1 January 2008:

FRS 107


Cash Flow Statements

FRS 111


Construction Contracts

FRS 112


Income Taxes

FRS 118


Revenue

FRS 120
Accounting for Government Grants and Disclosure of Government  Assistance

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 134


Interim Financial Reporting

FRS 137


Provisions, Contingent Liabilities and Contingent Assets

IC Interpretation 1

Changes in Existing Decommissioning, Restoration and Similar Liabilities
IC Interpretation 2
Members’ Shares in Co-operative Entities and Similar Liabilities

IC Interpretation 5
Rights to Interest arising from Decommissioning, Restoration and Environmental Rehabilitation Funds

IC Interpretation 6
Liabilities arising from Participating in a Specific Market – Waste Electrical and Electronic Equipment

IC Interpretation 7
Applying the Restatement Approach under FRS1292004 – Financial Reporting in Hyperinflationary Economies 

IC Interpretation 8
Scope of FRS 2

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

3. Comparatives
The Group has applied FRS5 Non-current Assets Held for Sale and Discontinued Operations prospectively in accordance with the transitional provisions. As required by FRS 5, certain comparatives of the Group have been re-presented due to the current financial year’s discontinued operation. The following amounts have been restated in accordance with FRS 5:-
	6 months ended 30 June 2007
	Previously stated

RM’000
	FRS 5
RM’000
	Restated

RM’000

	
	
	
	

	Revenue 
	73,020
	(59,008)
	14,012

	Cost of sales
	(47,226)
	44,185
	(3,041)

	Gross profit
	25,794
	(14,823)
	10,971

	Operating expenses
	(9,294)
	4,289
	(5,005)

	Finance costs
	(2,019)
	498
	(1,521)

	Profit from operations
	14,481
	(10,036)
	4,445

	Other income
	      81
	      (65)
	     16

	Income tax expense
	(3,090)
	3,010
	(80)

	Profit for the period
	11,472
	(7,091)
	4,381


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

5. Seasonal Or Cyclical Factors
The Group’s operations are not materially subject to any seasonal or cyclical factors except for severe weather conditions.
6. 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 30 June 2008.

7. Changes In Estimates

There were no significant changes in estimates that have had a material effect on the results for the financial quarter ended 30 June 2008.

8. Debts And Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial quarter ended 30 June 2008.

9. Dividend Paid

There were no dividends paid during the financial quarter ended 30 June 2008.

10. Segmental Information

	
	Individual Period
	Cumulative Period

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

	
	30 June 2008
	30 June 2007
	30 June 2008
	30 June 2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	(restated)
	
	(restated)

	Segment Revenue
	
	
	
	

	Revenue from continuing operations
	
	
	
	

	Local
	6,213
	6,677
	11,821
	12,964

	Overseas
	5,382
	1,048
	16,083
	1,048

	Total revenue 
	11,595
	7,725
	27,904
	14,012

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations
	
	
	
	

	Local
	(33)
	1,604
	(3,005)
	3,711

	Overseas
	374
	734
	4,732
	734

	Total results
	341
	2,338
	1,727
	4,445

	
	
	
	
	


11. Valuation Of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 30 June 2008.

12. Subsequent Events

There were no material events subsequent to the financial quarter ended 30 June 2008
13. Changes In Composition Of The Group

There were no changes in the compositions of the Group during the financial quarter ended 30 June 2008.
14. Changes In Contingent Liabilities 
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:-

i. 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.
ii. A bank guarantee of USD2,000,000 (equivalent to approximately RM6,480,000 at an exchange rate of USD1.00 : RM3.24) issued by Perisai as a security deposit for the proposed acquisition by Perisai of the entire issued and paid up share capital of SJR Marine (L) Ltd comprising 4,000,000 ordinary shares of USD1.00 each for a total purchase consideration of USD42,000,000 (“Proposed Acquisition”). On the date of completion, Perisai shall pay the said sum to the vendor in exchange for the return and cancellation of the bank guarantee.  In the event of a default by Perisai, the bank guarantee shall be encashed and such amount forfeited to the vendor.
15. 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.

16. Discontinued Operations
The assets and liabilities of Corro-Shield (M) Sdn Bhd, Orinippon Trading Sdn Bhd and the Allied Marine & Equipment Sdn Bhd group have been presented on the consolidated balance sheet as a disposal group held for sale and results from these subsidiaries are presented separately on the consolidated income statement as discontinued operations.

The revenue, results and cash flows of the subsidiaries to be disposed, which are classified as discontinued operations are as follows:-  
	
	Individual Period
	Cumulative Period

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

	
	30 June 2008
	30 June 2007
	30 June 2008
	30 June 2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	3,595
	29,191
	8,331
	74,201

	Expenses
	(2,247)
	   (25,447)
	(6,996)
	 (64,100)

	Profit before tax of discontinued operations
	1,348
	                      3,744
	1,335
	10,101

	Income tax expense
	(297)
	(451)
	(437)
	(3,010)

	Profit for the period from discontinued operations
	1,051
	3,293
	898
	7,091

	
	
	
	
	

	The cash flows attributable to the discontinued operations are as follows:
	
	
	
	

	Operating cash flows
	(619)
	10,990
	(1,896)
	5,706

	Investing cash flows
	124
	(128)
	43
	(339)

	Financing cash flows 
	29
	(1,064)
	(64)
	(732)

	Total cash flows
	(466)
	9,798
	(1,917)
	4,635

	
	
	
	
	


The major classes of assets and liabilities of the discontinued operations classified as held for sale as 30 June 2008 are as follows:

	
	Carrying amounts as at 30 June 2008
RM’000

	Assets
	

	Property, plant and equipment
	2,830

	Prepaid land lease payment
	425

	Intangible assets
	  203

	Development expenditure
	  101

	Other investment
	3,100

	Deferred tax assets
	    48   

	Inventories
	1,696

	Trade and other receivables
	11,556

	Cash and bank balances
	   1,368

	Assets of disposal group classified as held for sale
	21,327


	Liabilities
	

	Trade and other payables
	2,053

	Borrowings
	2,106

	Deferred Taxation
	252

	Liabilities directly associated with assets classified as held for sale
	4,411



17. 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 30 June 2008:-
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 13 March 2008, Corro-Pro (L) Inc, a wholly owned-subsidiary of Perisai signed a Memorandum of Agreement with Britoil Services Pte Ltd for the acquisition of an AHT Vessel, namely MT Britoil 62, for a total cash consideration of USD11,500,000 (equivalent to approximately RM36,800,000). A deposit of 10% has been paid and the balance of 90% will be payable upon delivery of the AHT Vessel, which is expected for delivery by the end of October 2008.
18. Significant related party transaction

There were no significant related party transactions during the financial quarter ended 30 June 2008.

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

The results for the period and quarter ended 30 June 2008 reflects the new structure of the Group pursuant to the proposed disposal of 60% and 100% of the issued and paid-up share capital of Corro-Shield and Orinippon respectively. In accordance with FRS 5 Non Current Assets Held for Sale and Discontinued Operations, the results of these businesses are reflected separately as “(Loss)/Profits for the period from discontinued operations”. 
For the financial period ended 30 June 2008, the Group generated a total revenue from continuing operations of RM27.90 million and profit attributable to equity holder of the parent of RM3.74 million This compares to revenue from continuing operations of RM14.01 million and profit attributable to equity holder of the parent of RM8.32 million for the preceding corresponding financial period ended 30 June 2007.
The increase in revenue was mainly due to the increase in vessel operations and the ongoing Qatar project which commenced during the fourth quarter of financial year ended 2007. Lower profit attributable to equity holders of the parent was mainly due to the compulsory dry docking of vessel and higher operating cost during the financial period ended 30 June 2008. 
For the financial quarter ended 30 June 2008, the Group generated a total revenue from continuing operations of RM11.60 million and profit attributable to equity holder of the parent of RM1.72 million This compares to revenue from continuing operations of RM7.73 million and profit attributable to equity holder of the parent of RM4.32 million for the preceding corresponding financial period quarter ended 30 June 2007.

The increase in revenue was mainly due to the increase in vessel operation during the financial quarter ended 30 June 2008.The decrease in profit attributable to equity holders of the parent was mainly due to higher operating cost incurred during the financial quarter ended 30 June 2008.
2. Material Change in Profit Before Tax(“PBT”) In Comparison to the Preceding Quarter

For the financial quarter ended 30 June 2008, the Group recorded a PBT of approximately RM0.25 million as compared to a profit before taxation of RM1.68 million for the preceding financial quarter ended 31 March 2008. 

The decrease in PBT from the previous quarter was mainly due to higher operating cost incurred during the financial quarter ended 30 June 2008.
3. Future Prospects 

The proposed acquisition of SJR Marine (L) Ltd which has secured a four and a half years bare boat chartering contract is expected to contribute significantly to the earnings of Perisai Group in the future financial years. 
In addition, the Group has purchased a portable saturation diving system which has been leased out for the next two (2) years and entered into an agreement for the proposed acquisition of an AHT Vessel which is expected for delivery in October 2008. These acquisitions are expected to enhance the future earnings of the Perisai Group and is in line with its long term strategy of becoming a one stop support centre for marginal field and deepwater development.
The Group has evolved from a corrosion control company to a leading edge technology company offering a wide range of products and services. This will enable the Group to offer larger and more technically challenging services. 

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

Following the completion of an engineering concept by Atkins Ltd (UK) of a self installing relocatable, production and storage platform ("SIRPS") the Group has continued to invest in research and development by appointing Zentec Inc of the United States of America to carry out a front end engineering and design for the SIRPS, which was completed in August 2008. 
Barring any unforeseen circumstances, the Board is confident of achieving positive results for the remaining period of financial year ending 31 December 2008.
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 30 June 2008.
5. Income tax expense
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	30 June 2008
	30 June 2007
	30 June 2008
	30 June 2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	Continuing Operations
	
	
	
	

	Based on result for the period
	
	
	
	

	- Current period provision
	(663)
	(111)
	237
	49

	- Deferred taxation
	(214)
	-
	(1,548)
	31

	
	(877)
	(111)
	(1,311)
	80

	
	
	
	
	


The effective tax rate for the financial quarter and financial year ended 30 June 2008 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

There were no sale of unquoted investments and/or properties during the financial quarter ended 30 June 2008. 
7. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 30 June 2008.
8. Status Of Corporate Proposals And Utilisation of Proceeds 

(a) Status Of Corporate Proposal

i. 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 deferred pending new developments for the Perisai Group. 

ii. 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 ("Proposed Acquisition"). The Proposed Acquisition is subject to the approvals of SC, SC (on behalf of the Foreign Investment Committee), Bursa Securities, the shareholders of Perisai and any other relevant authorities. 
The SC had vide its letter dated 21 July 2008 approved the Proposed Acquisition, subject to the following conditions:- 

(a)
For a period of 12 months after completion of the Proposed Acquisition, there shall be no change in the composition of the Board resulting from the Proposed Acquisition as follows:- 
(1)
at least one-half of the membership of the Board; or 
(2)
at least one-third of the membership of the Board, including the Chief Executive Officer;
(b)
Perisai to fully comply with the relevant provisions in SC's Guidelines on the Offering of Equity and Equity-linked Securities for the MESDAQ Market, in implementing the Proposed Acquisition; and 
(c)
Perisai to inform the SC upon completion of the Proposed Acquisition.

In addition thereto, the SC, on behalf of the Foreign Investment Committee had also approved the Proposed Acquisition under the Guideline on the Acquisition of Interests, Merger and Take-Overs by Local and Foreign Interests.
Perisai has obtained the approval from its shareholders for the Proposed Acquisition at an extraordinary general meeting convened on 18 August 2008.
iii. On 13 March 2008, Corro-Pro (L) Inc., a wholly owned subsidiary of Perisai signed a Memorandum of Agreement with Britoil Offshore Services Pte Ltd for the acquisition of an Anchor Handling Tug Vessel ("AHT Vessel") for a total cash consideration of USD11,500,000 (equivalent to approximately RM36,800,000).  Perisai has obtained the approval of its shareholders on 27 June 2008. The acquisition of the AHT Vessel is expected to be completed by October 2008.
iv. On 31 March 2008 Perisai entered into a conditional Share Sale Agreement (“SSA”) with Y.M. Tengku Daud Shaifuddin bin Tengku Zainudin (“Tengku Daud”) for the disposal of 360,000 ordinary shares of RM1.00 each in Corro-Shield and 500,000 ordinary shares of RM1.00 each in Orinippon, representing 60% and 100% of the issued and paid-up share capital of Corro-Shield and Orinippon respectively, for a total cash consideration of RM40,000,000. Perisai has obtained the approval from its shareholder on 27 June 2008. The disposal is currently pending the fulfillment of the conditions precedent as stipulated in the SSA.
v. On 30 May 2008, Perisai announced that it proposed to undertake the following:-
(a) Proposed renounceable rights issue of 220,800,000 new ordinary shares of RM0.10 each in Perisai (“Perisai Shares” or “Shares)("Rights Shares") with 73,600,000 free detachable warrants ("Warrants") on  the basis of three (3) Rights Share for every four (4) existing Perisai Shares held together with one (1) free Warrant for every three (3) Rights Shares subscribed for, on an entitlement date to be determined later ("Proposed Rights Issue with Warrants"); 
(b) Proposed bonus issue of  110,400,000 Perisai Shares on the basis of one (1) new  Perisai Share ("Bonus Shares") for every two (2) Rights Shares subscribed by the existing shareholders of Perisai and/ or their renouncees pursuant to the Proposed Rights Issue with Warrants ("Proposed Bonus Issue");
(c) Proposed transfer of the listing of and quotation for the entire enlarged issued and paid-up share capital of the Company of RM62,560,000 comprising 625,600,000 Shares (after the Proposed Rights Issue with Warrants and the Proposed Bonus Issue) from the MESDAQ Market to the Main Board of Bursa Malaysia Securities Berhad ("Bursa Securities"), following the Proposed Right Issue with Warrants and Proposed Bonus Issue;
(d) Proposed increase in the authorized share capital of Perisai from from RM50,000,000 comprising 500,000,000 Perisai Shares to RM100,000,000 comprising 1,000,000,000 Perisai Shares; and
(e) Proposed amendments to the Articles of Association of Perisai.

Bank Negara Malaysia had vide its letter dated 27 June 2008 approved the issuance by Perisai of up to 73,600,000 free detachable Warrants to non-residents pursuant to the Proposed Rights Issue with Warrants.

vi. On 13 June 2008, Perisai had entered into an Exclusive Option Agreement with FPSO Shiraz Pty Ltd, for the acquisition of a vessel, namely Shiraz.
9. Borrowings And Debt Securities

The Group has no debt securities as at 30 June 2008. The Group’s borrowings as at 30 June 2008 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	11,160
	15,870

	- Bankers acceptance
	
	-

	- Hire purchase creditors
	51
	108

	Total 
	11,211
	15,978

	
	
	


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

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

There was no dividend declared for the financial quarter ended 30 June 2008.

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 30 June 2008 and 30 June 2007:-.
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	30 June 2008
	30 June 2007
	30 June 2008
	30 June 2007

	
	
	
	
	

	Profit from continuing operations
	    666,015
	1,024,139
	2,841,105
	         1,232,553

	Profit from discontinued operations
	 1,051,309
	 3,293,861
	   898,490
	      7,091,466

	Profit attributable to equity holders of the parent (RM)
	1,717,324
	4,318,000
	3,739,595
	    8,324,019

	
	
	
	
	

	
	
	
	
	

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

	
	
	
	
	

	Basic earnings per share (sen) for:
	
	
	
	

	Profit from continuing operations
	0.32
	0.49
	1.37
	0.60

	Profit from discontinued operations
	0.51
	1.58
	0.43
	3.40

	Total (sen)
	0.83
	2.07
	1.80
	4.00


14. Authorised For Issue
The interim financial statements were authorised for issue by the Board in accordance with a resolution of the Directors on 28 August 2008.

By Order of the Board

Perisai Petroleum Teknologi Bhd

Terwander Singh a/l Badan Singh (MAICSA0780838)

Company Secretary







PAGE  
10

