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 FRS 5 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 discontinued operations during the current financial year. The following amounts have been restated in accordance with FRS 5:-
	12 months ended 31 Dec 2007
	Previously stated

RM’000
	FRS 5
RM’000
	Restated

RM’000

	
	
	
	

	Revenue 
	155,677
	(117,979)
	37,698

	Cost of sales
	(105,773)
	86,495
	(19,278)

	Gross profit
	49,904
	(31,484)
	18,420

	Operating expenses
	(17,061)
	  8,047
	 (9,014)

	Finance costs
	(4,965)
	     821
	 (4,144)

	Profit from operations
	27,878
	(22,616)
	 5,262

	Other income
	 2,020
	    (1,332)
	   688

	Loss on disposal of subsidiary
	(5,189)
	-
	(5,189)

	Income tax expense
	(5,158)
	 6,184
	  1,026

	Profit for the period
	19,551
	 (17,764)
	1,787


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 31 December 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 31 December 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 31December 2008.

9. Dividend Paid

There were no dividends paid during the financial quarter ended 31December 2008.

10. Segmental Information

	
	Individual Period
	Cumulative Period

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

	
	31 Dec 2008
	31 Dec 2007
	31 Dec 2008
	31Dec 2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	(restated)
	
	(restated)

	Segment Revenue
	
	
	
	

	Revenue from continuing operations
	
	
	
	

	Local
	22,817
	9,008
	44,604
	28,522

	Overseas
	6,726
	122
	28,153
	9,176

	Total revenue 
	29,543
	9,130
	72,757
	37,698

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations
	
	
	
	

	Local
	3,985
	(2,306)
	2,057
	405

	Overseas
	2,491
	83
	7,684
	4,857

	Total results
	6,476
	(2,223)
	9,741
	                     5,264

	
	
	
	
	


11. Valuation Of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 31 December 2008.
12. Subsequent Events

Save as disclosed below, there were no material events subsequent to the financial quarter ended 31 December 2008.
On 4 February 2009, Petroliam Nasional Berhad (“PETRONAS”) reclassified the status of Corro-Shield (M) Sdn Bhd (“CSSB”) as “Bumi Foreign” and certain previously approved licensed categories for services/supplies have been disapproved as a result of failing to comply with minimum Bumiputera equity participation of 70% in CSSB. Perisai’s 60% owned subsidiary CSSB was graduated after eight years of participation under the Vendors Development Program awarded by PETRONAS
13. 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 December 2008.
i. On 22 October 2008, Perisai completed the acquisition of 30% of the remaining shares of 216,000 ordinary shares in Alpha Perisai Sdn Bhd (“APSB”) for a cash consideration of RM190,500. As a result of this acquisition APSB is a wholly owned subsidiary of Perisai.
ii. On 16 December 2008, Perisai had entered into a Share Sale Agreement with Wan Mazila binti Wan Abas and Mohd. Jeffrey De Jong Bin Abdullah for the disposal of 250,000 ordinary shares of RM1.00 each in Merit Composites Sdn Bhd (“MCSB”), representing 100% of the issued and paid up share capital of MCSB, for a total consideration of RM2,500,000.
The disposal was successfully completed on 30 December 2008.
The disposal had the following effect on the financial position of the Group as at the end of the year:

	
	2008

	
	RM

	Property, plant and equipment
	     79,347

	Deferred tax assets
	     62,000

	Trade and other receivables
	4,247,484

	Cash and bank balances
	     66,814

	Trade and other payables
	 (2,507,232)

	Net assets disposed
	1,948,413

	Goodwill on acquisition
	2,465,824

	Total disposal proceeds
	(2,500,000)

	Loss on disposal to the group
	1,914,237


	Disposal proceeds settled by:
	

	Cash
	2,500,000

	
	

	Net cash inflow arising on disposal
	2,500,000

	Cash and cash equivalents of the subsidiary disposed
	   (66,814)

	Net cash inflow of the Group
	2,433,186


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 USD80.0 million issued by Perisai for banking facilities granted to a wholly owned subsidiary;
ii. Pursuant to the acquisition of SJR Marine (L) Ltd from Mercury Pacific Marine Pte Ltd (“Vendor”), Perisai shall pay the vendor on or before 1 October 2012 subject to the following:-
A. upon the acceptance by Perisai's shareholders of Perisai's audited accounts for FYE 31 December 2011;

AND

B. USD10,000,000  shall be paid by Perisai to the Vendor in cash if:-

i. SJR achieves an average profit after taxation (“PAT”) of USD11,000,000  per annum for three (3) financial year ending (“FYE”) 31 December 2009, 2010, and 2011,  and

ii. Perisai does not achieve an average group consolidated PAT of at least RM40,000,000 per annum for three (3) FYE 31 December 2009, 2010, and 2011.
OR

C. USD15,000,000  shall be paid by Perisai to the Vendor in cash if:-

i. SJR achieves an average PAT of USD11,000,000 per annum for three (3) FYE 31 December 2009, 2010, and 2011, and

ii. Perisai does not achieve an average group consolidated PAT of at least RM20,000,000 per annum for three (3) FYE 31 December 2009, 2010, and 2011.

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 have been presented on the consolidated balance sheet as a disposal group held for sale. The results from these subsidiaries together with Merit Composites Sdn Bhd and Allied Marine & Equipment Sdn Bhd and its subsidiaries which were disposed off in 2008 and 2007 respectively, have been duly reclassified and restated in 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

	
	31 Dec 2008
	31 Dec 2007
	31 Dec 2008
	31 Dec 2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	            (355)
	37,043
	13,264
	141,606

	Expenses
	(1,932)
	   (26,895)
	(12,276)
	 (117,658)

	Profit before tax of discontinued operations
	           (2,287)
	                    10,148
	988
	23,948

	Income tax expense
	481
	(2,212)
	(399)
	(6,184)

	Profit for the period from discontinued operations
	(1,806)
	7,936
	589
	17,764

	
	
	
	
	

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

	Operating cash flows
	661
	                   1,468
	(1,235)
	                     4,109

	Investing cash flows
	(134)
	                   1,850
	(91)
	                       466

	Financing cash flows 
	(22)
	(2,387)
	(86)
	   (7,265)

	Total cash flows
	505
	                      931
	(1,412)
	(2,690)

	
	
	
	
	


The major classes of assets and liabilities of the discontinued operations classified as held for sale as at 31 December 2008 are as follows:

	
	Carrying amounts as at 31 Dec 2008
RM’000

	Assets
	

	Property, plant and equipment
	2,686

	Prepaid land lease payment
	  422

	Intangible assets
	   203

	Development expenditure
	  101

	Other investment
	3,103

	Deferred tax assets
	        1

	Inventories
	1,996

	Trade and other receivables
	              10,786

	Cash and bank balances
	1,393

	Assets of disposal group classified as held for sale
	20,691


	Liabilities
	

	Trade and other payables
	1,832

	Borrowings
	1,578

	Deferred Taxation
	 161

	Liabilities directly associated with assets classified as held for sale
	3,571


17. Material Commitments

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 2008.
18. Significant related party transaction

Save as disclosed below, there were no significant related party transactions during the financial quarter ended 31 December 2008.
Included in other creditors is an amount of approximately RM3.50 million owing to Mr. Nagendran A/L C. Nadarajah, the director of Perisai being an unsecured interest bearing advances at 12 % per annum and upfront fee of 2% which are being incurred by Mr Nadarajah personally. 
PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE MMLR
1. Performance Review

The results for the year and quarter ended 31 December 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 “Profit for the period from discontinued operations”. 
For the financial period ended 31 December 2008, the Group generated a total revenue from continuing operations of RM72.76million and profit attributable to equity holders of the parent of RM15.26 million This compares to revenue from continuing operations of RM37.70 million and profit attributable to equity holders of the parent of RM11.76 million for the preceding corresponding financial period ended 31 December 2007.
The increase in revenue and profit attributable to equity holders of the parent for financial year ended 31 December 2008 was mainly due to revenue and profit contribution generated from the Derrick Lay Barge “DLB”) via the acquisition of a 100% owned subsidiary, SJR Marine (L) Ltd in addition to the increase in usage of vessels and the lease of the  portable saturation diving system. 
For the financial quarter ended 31 December 2008, the Group generated a total revenue from continuing operations of RM29.54 million and profit attributable to equity holders of the parent of RM7.40million This compares to revenue from continuing operations of RM9.13 million and loss attributable to equity holders of the parent of RM0.75 million for the preceding corresponding financial period quarter ended 31 December 2007.

The increase in revenue and profit attributable to equity holders of the parent for the financial quarter ended 31 December 2008 was mainly due to the same reason as mentioned above. 
2. Material Change in Profit Before Tax(“PBT”) In Comparison to the Preceding Quarter

For the financial quarter ended 31 December 2008, the Group recorded a PBT of approximately RM8.34 million as compared to a PBT of RM1.93 million for the preceding financial quarter ended 30 September 2008. 

The increase in PBT was mainly due to profit contribution from the DLB.

3. Future Prospects 

The proposed transfer listing to the Main Board of Bursa Malaysia Securities Berhad will enable Perisai to secure better financing opportunities and enable it to market itself to a different group of investors  which were previously restricted from investing in MESDAQ counters. 

Pursuant to the completion of the acquisition of SJR Marine (L) Ltd, the commencement of the initial 245 consecutive contractual days at USD95,000 per day for the bare boat charter of a  Derrick Lay Barge (“Enterprise 3”)(“DLB”) on 1st November 2008 is expected to contribute significantly to the earnings of the Group in future financial years. Based on the current demand for the DLB, the DLB is expected to be fully chartered up to the end of 31st October 2009, which include the exercise of the optional charter period at reduced rates as per the contract.

The commencement of a two year lease contract on 14 April 2008 with a renewable option for another two years for the portable saturation diving system and with the existing two (2) other vessels will further enhance the earnings of the Group.

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 (“FEED”) for the SIRPS which   was completed in August 2008 (the SIRPS is  known as the Mobile Offshore Production & Storage Unit (“MOPSUTM”) The MOPSUTM  has been improved by Kingtime International Limited, the owner of the intellectual property, to incorporate a detachable well head platform as part of its enhanced features. The International patent pending MOPSUTM  is a breakthrough set of new technology, a "game changer" in the Oil & Gas Sector - a totally new cost effective method for developing small and marginal fields in shallow waters. Unlike other systems which rely on drilling rigs, wellhead platforms, pipelines or a Floating Storage and Offloading vessel, the MOPSUTM uses modular drilling units, integrated storage and a detachable drilling template with the entire system (with the exception of the detachable drilling template) fully recoverable and reusable.
The FEED study has now been approved in principle by the American Bureau of Shipping United States. The MOPSU’s intellectual property is owned by Kingtime International Limited. Perisai, for its contribution in carrying out the concept study and FEED, has first right of refusal to acquire a strategic investment in MOPSU and is currently evaluating options to secure the right. 
In addition to the abovementioned the Group has also undertaken series of corporate exercises to divest its non core business activities to achieve its long term objective as a leading edge technology company in the marginal fields and deepwater environments. 
Barring any unforeseen circumstances, the Board is confident of achieving positive results for 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 2008.
5. Income tax expense
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 Dec 2008
	31 Dec 2007
	31 Dec 2008
	31 Dec 2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	Continuing Operations
	
	
	
	

	Based on result for the period
	
	
	
	

	- Current period provision
	24
	                     (267)
	                   73
	924

	- underprovision in prior years
	                    839 
	                       -              
	                  929              
	-

	- Deferred taxation
	(1,039)
	(1,253)  
	              (3,832)
	(1,950)

	
	(176)
	                  (1,520) 
	              (2,830)
	                  (1,026)

	
	
	
	
	


The effective tax rate for the financial quarter and financial year ended 31 December 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 31 December 2008. 
7. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 31 December 2008.
8. Status Of Corporate Proposals And Utilisation of Proceeds 

(a) Status Of Corporate Proposal

i. 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 obtained the approval from its shareholders on 27 June 2008. The acquisition of the AHT Vessel was expected to be completed by October 2008. 
Perisai had been negotiating with both domestic and foreign banks and had encountered difficulties in securing financing in the current financial climate before the due date. The vendor agreed to extend the completion date to 31st December 2008.
On 30 December 2008, Corro-Pro (L) Inc terminated the Memorandum of Agreement with Britoil Offshore Services Pte Ltd due to Perisai’s inability to procure the financing to complete  the purchase of the AHT Vessel despite securing a two(2) plus two(2) year contract
ii. 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.
On 4 November 2008, the SC vide its letter approved the Proposed Rights Issue with Warrants and Proposed Transfer, subject to the following conditions:-

(a) Perisai is to implement its proposed transfer to the Main Board of Bursa Securities only after 31 December 2008; and

(b) Perisai is to inform SC upon the completion of the proposals.

In addition thereto, the SC on behalf of the Foreign Investment Committee had also approved the Proposed Rights Issue with Warrants and the Proposed Transfer under the Guidelines on the Acquisition of Interests, Mergers and Takeovers by local and foreign interest. 

On 14 November 2008, the Board decided after due deliberation to abort the Proposed Rights Issue with Warrants and subsequently revised the terms of the Proposed Bonus Issue to facilitate the Proposed Transfer as follows:-

(a) Proposed bonus issue of 368,000 Perisai Shares (“Bonus Share II”) on the basis of five (5) new Perisai Shares for every four (4) existing Perisai shares held at an entitlement date to be determined later (“Proposed Bonus Issue II”); and
(b) Proposed transfer of the listing of and quotation for the entire enlarged issued and paid up share capital of the Company of RM66,240,000 comprising 662,400,000 shares (after the Proposed Bonus Issue II)  from the MESDAQ Market to the Main Board of Bursa Malaysia Securities Berhad, following the Proposed Bonus Issue II (“ Proposed Transfer II”).
The Proposed Bonus Issue II and the Proposed Transfer II shall collectively be referred to as the (“Revised Proposals”).

The Revised Proposals are expected to be implemented in 2009 subject to obtaining the necessary approvals. 
9. Borrowings And Debt Securities

The Group has no debt securities as at 31 December 2008. The Group’s borrowings as at 31 December 2008 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	56,016
	232,545

	- Bank Overdraft
	246
	-

	- Hire purchase creditors
	44
	90

	Total 
	56,306
	232,635

	
	
	


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

There was no material litigation for the financial quarter ended 31 December 2008.
12. Dividend Payable

There was no dividend declared for the financial quarter ended 31 December 2008.

13. Earning Per Share ("EPS")

Weighted Average and Basic EPS is calculated by dividing the net profit after tax and minority interests by the weighted average number of ordinary shares in issue as at 31 December 2008 and the number of ordinary shares in issue as at 31 December 2007:-.
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 Dec 2008
	31 Dec 2007
	31 Dec 2008
	31 Dec 2007

	
	
	
	
	

	Profit/(Loss) from continuing operations
	9,203,848
	(8,685,788)
	14,672,606
	      (6,005,595)

	(Loss)/Profit from discontinued operations
	(1,806,303)
	7,936,501
	  589,203
	17,764,142

	Profit/(Loss) attributable to equity holders of the parent (RM)
	7,397,545
	(749,287)
	15,261,809
	11,758,547

	
	
	
	
	

	
	
	
	
	

	Weighted Average*1/Number of ordinary shares in issue
	294,400,0001
	208,000,000
	232,854,7951
	208,000,000

	
	
	
	
	

	Basic earnings per share (sen) for:
	
	
	
	

	Profit/(Loss) from continuing operations
	3.13
	(4.17)
	6.30
	(2.89)

	(Loss)/Profit from discontinued operations
	(0.62)
	3.81
	0.25
	8.54

	Total (sen)
	2.51
	(0.36)
	6.55
	5.65


14. Authorised For Issue
The interim financial statements were authorised for issue by the Board in accordance with a resolution approved by the Board of Directors on 26 February 2009.

By Order of the Board

Perisai Petroleum Teknologi Bhd

Terwander Singh a/l Badan Singh (MAICSA0780838)

Company Secretary
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