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 Main Market Listing Requirements of Bursa Malaysia Securities Berhad. 

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2008. 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 2008.

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 2008.

At the date of authorisation of these interim financial statements, the following FRSs and Interpretations were issued but not yet effective:

FRS 1 (revised)

First-time adoption of Financial Reporting Standards***
FRS 3 (revised)

Business Combinations***

FRS 4 


Insurance Contracts**
FRS 7


Financial Instruments: Disclosures**
FRS 8


Operating Segments*

FRS 101


Presentation of Financial Statements (Revised 2009)**

FRS 123


Borrowing Costs**
FRS 127


Consolidated and Separate Financial Statements***

FRS 139


Financial Instruments: Recognition and Measurement**
Amendment to FRS 1 
First-time Adoption of Financial Reporting Standards**

Amendment to FRS 2
Share-based payments: Vesting Conditions and Cancellations**
Amendment to FRS 2
Share-based payment*** 

Amendment to FRS 5
Non-current Assets Held for Sale and Discontinued Operations**

Amendment to FRS 7
Financial Instruments: Disclosures**

Amendment to FRS 8
Operating Segments**

Amendment to FRS 107
Statement of Cash Flows**

Amendment to FRS 108
Accounting Policies, Changes in Accounting Estimates and Errors** 

Amendment to FRS 110
Events after the Reporting Period**

Amendment to FRS 116
Property, Plant and Equipment**

Amendment to FRS 117
Leases**

Amendment to FRS 118
Revenue**

Amendment to FRS 119
Employee Benefits**

Amendment to FRS 120
Accounting of Government Grants and Disclosure of Government Assistance**

Amendment to FRS 123
Borrowing Costs**
Amendment to FRS 127
Consolidated and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate**

Amendment to FRS 128
Investments in Associates**
Amendment to FRS 129
Financial Reporting in Hyperinflationary Economies**

Amendment to FRS 131
Interest in Joint Venture**

Amendment to FRS 132
Financial Instruments: Presentation**
Amendment to FRS 134
Interim Financial Reporting**

Amendment to FRS 136
Impairment of Assets**

Amendment to FRS 138
Intangible Assets**

Amendment to FRS 139
Financial Instruments: Recognition an Measurement**

Amendment to FRS 140
Investment Property**

IC Interpretation 9

Reassessment of Embedded Derivatives**
IC Interpretation 10

Interim Financial Reporting and Impairment**

IC Interpretation 11

FRS 2 – Group and Treasury Share Transactions**

IC Interpretation 12

Service Concession Arrangements***

IC Interpretation 13

Customer Loyalty Programmes**

IC Interpretation 14
FRS 119 – The Limit on a Defined Benefit Asset, Minimum Funding Requirement and their Interaction**

IC Interpretation 15
Agreements for the Construction of Real Estate***

IC Interpretation 16
Hedges of a Net Investment in a Foreign Operation***

IC Interpretation 17
Distributions of Non-cash Assets to Owners***

Amendment to IC
Reassessment of Embedded Derivatives***
Interpretation 9

*
Effective for accounting periods beginning on or after 1 July 2009. 
**
Effective for accounting periods beginning on or after 1 January 2010

***
Effective for accounting periods beginning on or after 1 July 2010.
The adoption of the above FRSs and Interpretations upon their effective dates is not expected to have any significant impact on the interim financial statements of the Group. The Group is exempted from disclosing the possible impact, if any, to the financial statements upon its initial application of FRS 139.
3. Comparatives
The Group has applied FRS 5 Non-current Assets Held for Sale and Discontinued Operations and as required by FRS 5, certain comparatives of the Group have been re-presented due to discontinued operations during the current financial period. The following amounts have been restated in accordance with FRS 5:-
	12 months ended 31 December 2008
	Previously stated

RM’000
	FRS 5
RM’000
	Restated

RM’000

	Continuing operations
	
	
	

	Revenue 
	72,757
	(552)
	72,205

	Cost of sales
	(38,338)
	271
	      (38,067)

	Gross profit
	34,419
	(281)
	             34,138

	Operating expenses
	(18,523)
	272
	       (18,251)

	Finance costs
	(6,155)
	                    5
	(6,150)

	Profit from operations
	9,741
	                  (4)
	9,737

	Other income
	4,512
	                  (4)
	4,508

	Loss on disposal of subsidiary
	     (1,914)
	                     -
	         (1,914)

	Income tax expense
	2,830
	                     5
	2,835

	Profit for the year
	     15,169
	                   (3)
	         15,166

	Discontinued operations
	
	                       
	

	Profit from discontinued operations
	589
	                      3
	                   592


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 2009.

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 2009.

8. 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 2009 except for the buy back of 400,000 issued share capital from the open market. The repurchased transaction was financed by internally generated funds. The shares repurchased are being held as treasury shares in accordance to the requirement of section 67A of the Companies Act, 1965. As at 31 December 2009, the number of outstanding shares in issue and fully paid is 662,000,000 ordinary shares of RM1.00 each.
9. Dividend Paid

There were no dividends paid during the financial quarter ended 31 December 2009.

10. Segmental Information

	
	Individual Period
	Cumulative Period

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

	
	31 Dec 2009
	31 Dec 2008
	31 Dec 2009
	31 Dec 2008

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	(restated)
	
	(restated)

	Segment Revenue
	
	
	
	

	Revenue from continuing operations
	
	
	
	

	Local
	13,468
	22,182
	100,676
	44,052

	Overseas
	-
	6,726
	505
	28,153

	Total revenue 
	13,468
	28.908
	101,181
	72,205

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations
	
	
	
	

	Local
	                    (8,148) 
	                     4,453
	35,490
	                  2,053

	Overseas
	-
	2,491
	207
	7,684

	Total results
	(8,148)
	6,944
	35,697
	9,737

	
	
	
	
	


11. Valuation Of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 31 December 2009 except for an impairment of a Dynamic Positioning Vessel (“DP”), a work boat and  a Saturation Diving System (“SAT”) after a review of the recoverable amount of the abovementioned assets by Perisai. This review led to recognition on an impairment loss of RM4.39 million as a prudent measure given the uncertainty of charter rates and realisable values in the current economic environment.
12. Subsequent Events

Save as disclosed below, there was no material events subsequent to the financial quarter ended 31 December 2009.
On 8 January 2010, Perisai entered into an engagement agreement with Just Energy Pte Ltd  which will provide Perisai an avenue to tap into “Phronesis Energy” , a solution provider, specialising in the financial, technical and operational development of stranded assets and related early production systems.
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 2009;
On 3 December 2009, Perisai incorporated two wholly owned subsidiaries, namely Garuda Energy (L) Inc (“Garuda”) and Hummingbird Energy (L) (“Hummingbird”) Inc with an issued share capital comprising of 1 Ordinary share at USD1.00 each respectively. Both companies have an authorised share capital USD14,000 comprising 14,000 ordinary share of USD1.00 each.

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 Orinippon Trading Sdn Bhd and its subsidiary Impact Surge Sdn Bhd have been presented on the consolidated balance sheet as a disposal group held for sale. The results of the companies that have been disposed and the companies that are held for sale have been duly classified in the consolidated income statement as discontinued operations.

The revenue, results and cash flows of the companies 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 2009
	31 Dec 2008
	31 Dec 2009
	31 Dec 2008

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	(restated)
	
	(restated)

	
	
	
	
	

	Revenue
	-
	281
	4,007
	13,816

	Expenses
	(1,316)
	(3,036)
	(8,733)
	 (12,821)

	Profit/(Loss) before tax from discontinued operations
	(1,316)
	(2,755)
	(4,726)
	995

	Income tax expense
	265
	521
	265
	(403)

	Profit/(Loss) for the year from discontinued operations
	(1,051)
	(2,234)
	`(4,461)
	592

	
	
	
	
	

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

	Operating cash flows
	                (7) 
	(487)
	                  (2,587)
	(1,506)

	Investing cash flows
	                 (1)
	(47)
	                         (9)
	(142)

	Financing cash flows 
	                 6
	                          4
	(65)
	(88)

	Total cash flows
	                 2
	(530)
	2,520
	(1,736)

	
	
	
	
	


The major classes of assets and liabilities of the discontinued operations classified as held for sale as at 31 December 2009 are as follows:

	
	Carrying amounts as at 31 Dec 2009
RM’000

	Assets
	

	Property, plant and equipment
	1 

	Intangible assets
	 100

	Development expenditure
	 101   

	Deferred tax asset
	   1      

	Trade and other receivables
	 956   

	Cash and bank balances
	 2        

	Assets of disposal group classified as held for sale
	1,161

	Non-current assets classified as held for sale
	              42,376

	
	              43,537


	Liabilities
	

	Trade and other payables
	80

	Liabilities directly associated with assets classified as held for sale
	80



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 31 December 2009.
On 10 December 2009, Perisai’s two wholly owned subsidiaries Garuda Energy and Hummingbird entered into a Purchase and sale agreement for the acquisition of two jackup drilling rigs, Hercules 191 and Hercules 255, for a cash consideration of USD10,000,000 for fast track development of a Mobile Offshore Production & Storage Unit (“MOPSU”) or a Mobile Offshore Production Unit (“MOPU”) with the capability to install from the converted units a 12 to 20 slot wellhead platform on site. Non refundable deposits amounting to USD 1,500,000 have been paid to secure the two rigs. The balance of the cash consideration will be partly funded from the proceeds of the Redeemable Convertible Bonds, internally generated funds and loans. Barring unforeseen circumstances the acquisition of the rigs, are expected to be completed by 30 March 2010 and 30 June 2010 respectively.
18. Significant related party transaction

There were no significant related party transactions during the financial quarter ended 31 December 2009.
PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE MMLR
1. Performance Review

For the financial year ended 31 December 2009, the Group generated a total revenue from continuing operations of RM101.18 million and profit attributable to equity holders of the parent of RM32.98 million This compares to revenue from continuing operations of RM72.20 million and profit attributable to the equity holders of the parent RM15.26 million for the preceding corresponding financial year ended 31 December 2008.
The increase in revenue and profit attributable to equity holders of the parent for the financial year ended 31 December 2009 was mainly due to the execution of the existing bareboat charter contract for the Derrick Lay Barge (“DLB”) and the lease of a portable saturation diving system.
For the financial quarter ended 31 December 2009, the Group generated total revenue from continuing operations of RM13.47 million and loss attributable to equity holders of the parent of RM8.44 million. This compares to revenue from continuing operations of RM28.91 million and profit attributable to equity holders of the parent of RM7.40 million for the preceding corresponding financial quarter ended 31 December 2008.

The decrease in revenue was mainly due to decrease in charter rate to USD57,500 per day during the optional period until mid November 2009 as compared to the full charter  rate of USD95,000 per day in the preceding quarter. The loss for the financial quarter was due to lower turnover and provision of doubtful debts as the recovery on debts due from the Qatar contract entered into by Romilly (M) Sdn Bhd seems unlikely. A further provision was made for the impairment of the DP1 vessel, work boat and the SAT system as a prudent measure given the uncertainty of charter rates and realisable values in the current economic environment.
2. Material Change in Profit Before Tax(“PBT”) In Comparison to the Preceding Quarter

For the financial quarter ended 31 December 2009, the Group recorded a Loss Before Tax from continuing operations of approximately RM6.94 million as compared to a PBT of RM7.88 million for the preceding financial quarter ended 30 September 2009. 

The decrease in PBT from continuing operations in comparison to the preceding quarter was mainly due the reasons as mentioned above. 
3. Future Prospects 

The execution of a 4 ½  years bareboat charter of the DLB on 1 November 2008 until 30 June 2013 will continue to contribute significantly to the earnings of the Group in future financial years. The vessels and the portable saturation diving system have been offered for sale as the company is uncertain as to viability of securing long term charter contracts.
The company is currently in the process of undertaking Detailed Design of the MOPSU and targets issuance of Approved For Construction (“AFC”) drawings by the first quarter of 2010. In parallel, it will also appoint an internationally recognised consulting company to independently verify the Detailed Design to provide added comfort for the shareholders of Perisai. 
Phoenix Energy Sdn Bhd, (“Phoenix Energy”) a 49% joint venture company with Gryphon Energy (Asia Pacific) Sdn Bhd, the exclusive licensee of MOPSU, has been incorporated on 28 October 2009 to market the MOPSU in the Asia Pacific region.
Phoenix Energy has started setting up the Project Management Systems for monitoring and controlling the development of the MOPSU through design, procurement, fabrication, offshore installation, hook-up, commissioning and start-up of the facilities and barring any unforeseen circumstances intends to be ready to award a fabrication contract for the MOPSU MK1 (with 120,000 barrels of storage, capable of operating in water depths of up to 80 metres) version by the end of the first quarter of 2010.

The potential acquisitions of the two rigs from Hercules Offshore Inc. allows Perisai to fast track develop a MOPSU or MOPU with the capability to install from the soon to be converted units a 12 to 20 slot wellhead platform on site. 
Based on the above developments, Perisai is still on track to achieve its long term objective of becoming a one stop support centre for the development of marginal fields and deepwater activities. 

Barring any unforeseen circumstances and the ability to secure additional financing and contracts, the Board is confident of achieving positive growth 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 2009.
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 2009
	31 Dec 2008
	31 Dec 2009
	31 Dec 2008

	
	RM’000
	RM’000
	RM’000
	RM’000

	Continuing Operations
	
	
	
	

	Based on result for the period
	
	
	
	

	- Current period provision
	-
	                        16
	187
	63

	- Under provision in prior years
	-
	                       839
	-
	929

	- Deferred taxation
	872
	(992)
	571
	(3,827)

	
	872
	(137)
	758
	(2,835)

	
	
	
	
	


The effective tax rate for the financial period ended 31 December 2009 was lower than the statutory tax rate mainly due to certain subsidiaries which are subject to fixed tax rates under the Labuan Offshore Business Activity Act, 1990.
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 2009. 
7. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 31 December 2009. 
8. Corporate Proposals
a) Status of Corporate Proposals

There were no corporate proposals announced but not completed as at the reporting date

b) Status of Utilisation of Proceeds 

USD10,000,000 Nominal value of Zero Coupon Redeemable Convertible Bonds. 

The utilisation of the net proceeds of USD8,800,000 is as follows:-

	
	USD’000

	Front End Engineering and Design Study
	1,481

	Approved For Construction drawings
	2,300

	Deposit paid for the purchase of rigs
	1,500

	Defrayed expenses in relation to issue of bonds
	    201

	Placement with Fixed Deposit
	3,318

	Total net proceeds
	8,800


9. Borrowings And Debt Securities

The Group has no debt securities as at 31 December 2009. The Group’s borrowings as at 31 December 2009 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	47,145
	162,673

	- Redeemable Convertible Bond
	-
	31,213

	- Bank overdraft
	10,432
	-

	Total 
	57,577
	193,886

	
	
	


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 2009.
12. Dividend Payable

There was no dividend declared for the financial quarter ended 31 December 2009.

13. Earning Per Share ("EPS")

Basic earnings per share 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 2009 and as at 31 December 2008 respectively:-
Basic Earning per share

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 Dec 2009
	31 Dec 2008
	31 Dec 2009
	31 Dec 2008

	
	
	
	
	

	(Loss)/Profit from continuing operations
	(7,393,371)
	9,631,106
	37,441,643
	14,669,818

	(Loss)/Profit from discontinued operations
	(1,051,114)
	  (2,233,561)
	(4,461,238)
	     591,991

	(Loss)/Profit attributable to equity holders of the parent (RM)
	(8,444,485)
	 7,397,545
	32,980,405
	15,261,809

	
	
	
	
	

	Weighted Average number of shares 
	662,226,913
	294,400,000
	516,164,592
	232,854,795

	
	
	
	
	

	Basic earnings per share (sen):
	
	
	
	

	- from continuing operations
	(1.12)
	3.27
	7.25
	6.30

	- from discontinued operations
	(0.16)
	(0.76)
	(0.86)
	0.25

	Total (sen)
	(1.28)
	2.51
	6.39
	6.55


Diluted Earning per share 

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 Dec 2009
	31 Dec 2008
	31 Dec 2009
	31 Dec 2008

	
	
	
	
	

	 Adjusted (loss)/profit from continuing operations
	(6,896,143)
	9,631,106
	37,938,871
	14,669,818

	(Loss)/Profit from discontinued operations
	(1,051,114)
	  (2,233,561)
	(4,461,238)
	     591,991

	Adjusted (loss)/profit attributable to equity holders of the parent (RM)
	(7,947,257)
	 7,397,545
	33,477,633
	15,261,809

	
	
	
	
	

	Weighted Average number of shares 
	662,226,913
	294,400,000
	516,164,592
	232,854,795

	Assumed full conversion of Zero Coupon Bonds
	  52,000,000
	-
	  52,000,000
	-

	
	714,226,913
	294,400,000
	568,164,592
	232,854,795

	
	
	
	
	

	Diluted earnings per share (sen):
	
	
	
	

	- from continuing operations
	(0.97)
	3.27
	6.68
	6.30

	- from discontinued operations
	(0.15)
	(0.76)
	(0.79)
	0.25

	Total (sen)
	(1.12)
	2.51
	5.89
	6.55


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 25 February 2010.

By Order of the Board

Perisai Petroleum Teknologi Bhd

Lim Seck Wah (MAICSA0799845)

Company Secretary
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