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 2009. 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 2009.

2. Changes In Accounting Policies
The significant accounting policies adopted are consistent with those adopted by the Group in this quarterly financial statements are consistent with those adopted in the most recent annual audited financial statements for the year ended 31 December 2009, except that the Group has adopted the new/revised standards mandatory for annual periods beginning on or after 1 January 2010 that have an impact on the Group as detailed below: 
(a) FRS 101: Presentation of Financial Statements (FRS 101)
The amendment to FRS 101 requires changes in the format of the financial statements including the amounts directly attributable shareholders in the primary statements, but does not affect the measurement of reported profit or equity. The group has elected to show other comprehensive income in a separate statement from the income statement and hence, all owner changes in equity are presented in the consolidated statement of changes in equity, whereas non-owner changes in equity are shown in the consolidated statement of comprehensive income. 

(b) FRS 8: Operating Segments (FRS 8)
FRS 8 requires segment information to be presented on a similar basis to that used for internal reporting purposes. As a result, the Group’s segmental reporting had been based on the internal reporting to the chief operating decision maker who make decisions on the allocation of resources and assesses the performance of the reportable segments. This standard does not have any impact on the financial position and results of the Group.
(c) FRS 139: Financial Instruments – Recognition and Measurement (FRS 139)
FRS 139 sets out the new requirements for the recognition and measurement of the Group’s financial instruments. Financial instruments are recorded initially at fair value. Subsequent measurement of the financial instruments at the balance sheet date reflects the designation of the financial instruments. The Group determines the classification at initial recognition and for the purpose of the first adoption of the standard, as at transitional date on 1 January 2010.
Financial Assets

Financial assets are classified as financial assets at fair value through profit of loss, loans and receivables, held to maturity investments and available for sale financial assets.
Loans and receivables 

Prior to 1 January 2010, loans and receivables were stated at gross receivable less allowance for doubtful debts. Under FRS 139, loans and receivables are initially measured at fair value and subsequently amortised using the effective interest rate (EIR) method. Gains and losses arising from the derecognition of the loans and receivables are recognised in the income statement.
Financial liabilities

Financial liabilities are classified as financial liabilities at fair value through profit or loss, or other financial liabilities at amortised cost using the effective interest method. 
Impact on opening balances

In accordance with the transitional provisions of FRS 139, the above changes are applied prospectively and the comparatives as at 31 December 2009 are not restated. The changes have been accounted for by restating the following opening balances in the balance sheet as at 1 January 2010.
	
	Previously stated

RM’000
	Effect of
FRS 139
RM’000
	Restated

RM’000

	
	
	
	

	Non-current liabilities  
	
	
	

	Borrowings 
	193,703
	(29)
	193,674

	Equity
	
	
	

	Retained Profits
	83,262
	29
	 83,291


(d) FRS 7: Financial Instruments – Disclosures (FRS 7)
FRS 7 requires additional disclosures regarding fair value measurements and liquidity risk in the full year financial statements and has no effect on reported profit or equity. However, FRS 7 disclosures are not required in the interim financial statements and hence no further disclosures have been made in these interim financial statements.

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. 
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 127


Consolidated and Separate Financial Statements*
Improvements to FRS2
Share-based Payments*
Improvements to FRS 5 
Non-current Assets Held for Sale and Discontinued Operation*
Improvements to IC

Interpretation 9 

Reassessment of Embedded Derivatives*

IC Interpretation 16

Hedges of a Net Investment in a Foreign Operation*

Amendments to FRS 7
Improving Disclosure about Financial Instruments**

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

**
Effective for accounting periods beginning on or after 1 January 2011
3. Auditors’ Report On Preceding Annual Financial Statements
The auditors’ report on the latest audited financial statements was not qualified.

4. Seasonal Or Cyclical Factors
The Group’s operations are not materially subject to any seasonal or cyclical factors except for severe weather conditions.
5. Unusual Items Due To Their Nature, Size Or Incidence

There were no unusual items affecting assets, liabilities, equity, net income and cash flows during the financial quarter ended 30 September 2010. 
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 30 September 2010.

7. Debts And Equity Securities

Save as disclosed below, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial quarter ended 30 September 2010:
As at 30 September 2010, 400,000 shares at RM0.10 was being held as treasury shares in accordance with the requirement of section 67A of the Companies Act, 1965 and the number of outstanding shares in issue and fully paid is 662,000,000 ordinary shares of RM0.10 each.
8. Dividend Paid

There were no dividends paid during the financial quarter ended 30 September 2010.

9. Segmental Information

	
	Individual Period
	Cumulative Period

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

	
	 30 Sept 2010
	30 Sept 2009
	30 Sept 2010
	30 Sept 2009

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Segment Revenue
	
	
	
	

	Revenue from continuing operations
	
	
	
	

	Marine vessels
	17,696
	20,354
	54,997
	86,866

	Corrosion control
	-
	-
	-
	337

	Others
	-
	395
	-
	510

	Total revenue 
	17,696
	20,749
	54,997
	87,713

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations
	
	
	
	

	Marine vessels
	                   7,987 
	                    9,286
	                 21,948
	              46,199

	Corrosion control
	                       498
	(94)
	                     678
	                  (1,351)

	Others
	                        (7)
	                      (107)
	                     (200)
	                     (275)

	Investment holding
	                   (9,469)
	(1,288)
	                (12,969)
	(2,050)

	Unallocated
	(8,446)
	(1)
	(8,463)
	(10)

	Total results
	                   (9,437)
	                    7,796
	                   994
	                  42,513

	
	
	
	
	


10. Valuation Of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 30 September 2010. 
11. Subsequent Events

Save as disclosed below, there was no material events subsequent to the financial quarter ended 30 September 2010:
A. On 3 November 2010, Perisai acquired 40 ordinary shares in Larizz Petroleum Services Sdn Bhd (“LPSSB”) representing 40% of the total issued and paid up capital comprising 100 ordinary shares of RM1.00 each. Pursuant to the acquisition, LPSSB is now an associate company of Perisai. The authorised share capital of LPSSB is made up of 100,000 ordinary shares of RM1.00 each. 
B. On 15 November 2010, Perisai entered into a Supplemental Joint Venture Agreement (“SJVA”) with Gryphon Energy (Asia Pacific) Sdn Bhd (“GAP”) which is supplemental to the Joint Venture Agreement dated 12 October 2009 (“JVA”). The material terms are as follows:
i. Percentage of shareholding in the JV Co i.e Phoenix Energy Sdn Bhd has been changed to 32.0% and 68.0% for  Perisai and GAP respectively (reference is made to Clause 4.1 of the JVA)

ii. Perisai’s option to purchase additional issued and paid up share capital of the Operating Company at the Agreed Multiple Price, on the first right of refusal and irrevocable basis from GAP is amended to12.41% from the initial option of 19.0% (reference is made to Clause 6.4.3 of the JVA).

iii. Perisai’s further option to purchase an additional of 66.0% of the issued and paid up capital of the Operating Company at the Agreed Multiple Price is amended to 43.10% (reference is made to Clause 6.4.4 of the JVA)

iv. Perisai together with GAP has agreed on the JVCo‘s Budgeting being as follows:-
a. to call the first BOD meeting of JVCo to establish and agree that the marketing expenses for JVCo be fixed up to a maximum of RM750,000 per annum (“Marketing Expenses”) for two (2) years commencing 1st June 2010; and all monies for the Marketing Expenses shall be solely advanced by GAP until securing the first MOPSU Project; and
b. Perisai shall pay its share of the Marketing Expenses in proportion to its share holding for all expenses advanced by GAP to JVCo together with interest (at Maybank BLR rate + 2%) for sums so advanced, within 30 days from the first MOPSU Project being secured; and hereafter timely contribution by the shareholders of JVCo in meeting its commitments; and
c. If JVCo secures a MOPSU Project within the next two (2) years from the date of this Supplemental Agreement, Perisai will have to pay its portion of the Marketing Expenses and an additional 50% of the total Marketing Expenses to GAP.
d. In case JVCo fails to secure a MOPSU Project during the two (2) years from the date of this Supplemental Agreement, Perisai’s contribution towards all Marketing Expenses shall be waived.

The above is reflected as Clause 9A of the SJVA.

Further, Perisai has fulfilled its obligation pursuant to clause 2.1 of the JVA and the JVA is now unconditional.

12. Changes In Composition Of The Group

There were no changes in the composition of the Group during the financial quarter ended 30 September 2010.
13. 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 (“SJR”) 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 (excluding SJR 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 (excluding SJR PAT) of at least RM20,000,000 per annum for three (3) FYE 31 December 2009, 2010, and 2011.
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. 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

	
	30 Sept 2010
	30 Sept 2009
	30 Sept 2010
	30 Sept 2009

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	
	
	
	
	

	Revenue
	-
	                    1,111
	-
	                  4,719

	Expenses
	-
	(919)
	(20)
	(8,129)

	Loss before tax from discontinued operations
	-
	                      192
	(20)
	(3,410)

	Income tax expense
	-
	-
	-
	-

	Loss for the year from discontinued operations
	-
	                         192
	`(20)
	(3,410)

	
	
	
	
	

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

	Operating cash flows
	-
	                    2,116
	1
	                   2,595

	Investing cash flows
	-
	(1)
	-
	(8)

	Financing cash flows 
	-
	(6)
	-
	(65)

	Total cash flows
	-
	                      2,109
	1
	2,522

	
	
	
	
	


The major classes of assets and liabilities of the discontinued operations classified as held for sale as at 30 September 2010 are as follows:

	
	Carrying amounts as at 30 Sept 2010
RM’000

	Assets
	

	Property, plant and equipment
	1

	Intangible assets
	100

	Development expenditure
	101

	Deferred tax asset
	1

	Trade and other receivables
	867

	Cash and bank balances
	84

	Assets of disposal group classified as held for sale
	1,154

	Non-current assets classified as held for sale
	28,097

	
	29,251


	Liabilities
	

	Trade and other payables
	76

	Liabilities directly associated with assets classified as held for sale
	76



16. 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 30 September 2010.
17. Significant related party transactions
There were no significant related party transactions during the financial quarter ended 30 September 2010.
PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE MMLR
1. Performance Review

For the financial period ended 30 September 2010, the Group generated total revenue from continuing operations of RM55.00 million and profit attributable to equity holders of the parent of RM3.32 million. This compares to revenue from continuing operations of RM87.71 million and profit attributable to the equity holders of the parent RM41.43 million for the preceding corresponding financial period ended 30 September 2009.
The decrease in revenue for the financial period ended 30 June 2010 was mainly due to the expiration of the Saturation Diving System contract and the revision of charter rates for the Derrick Lay Barge (“DLB”) from USD95,000 per day for 240 days per annum to a yearly fixed monthly rate of USD1,900,000 per month and USD20,000 for each working day for the 271st  day and beyond in the calendar year.
The decrease in profit attributable to equity holders of the parent for the financial period ended 30 September 2010 was due to the decrease in revenue and in addition, the Group had during the financial quarter ended 30 September 2010, written off the development costs of RM8.44mil which was associated with the licensing fee for the Alpha Prime subsea module, allowance for doubtful debt amounting to RM2.90 million, provision for foreseeable loss amounting to RM3.76 million for the disposal of a an associate company and subsidiaries and the impairment of goodwill of RM1.34 million. The above exercise with respect to the development expenditure write off, allowance for doubtful debt, provision for foreseeable loss and impairment of goodwill is non recurrent in nature and is reflected under the operating expenses in the income statement. 
The non recurrent transactions as mentioned above had substantially reduced the profit from continuing operations of the Group which otherwise would have achieved profit from continuing operations of RM19.76 million for the financial period ended 30 September 2010.
For the financial quarter ended 30 June 2010, the Group generated total revenue from continuing operations of RM17.70 million and loss attributable to equity holders of the parent of RM8.63 million. This compares to revenue from continuing operations of RM20.75 million and profit attributable to the equity holders of the parent RM8.27 million for the preceding corresponding financial quarter ended 30 September 2009.

The decrease in revenue and profit attributable to equity holders of the parent for the financial quarter ended 30 September 2010 was mainly due to reasons as mentioned above. 
2. Material Change in Loss/Profit Before Tax In Comparison to the Preceding Quarter

For the financial quarter ended 30 September 2010, the Group recorded a loss before tax from continuing operations of approximately RM8.53 million as compared to a profit before taxation of RM5.79 million for the preceding financial quarter ended 30 June 2010. 

The loss before tax from continuing operations in the current quarter was mainly due to the write off of the development cost, allowance for doubtful debt, provision for foreseeable loss and the impairment of goodwill as mentioned above, which otherwise the Group would have achieved a profit before tax from continuing operations of RM7.91 million.
3. Prospects for the financial year ending 31 December 2010 

Barring any unforeseen circumstances, the Directors expect the Group to achieve satisfactory results for the financial year ending 31 December 2010. 

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 September 2010.
5. Income tax expense
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	30 Sept 2010
	30 Sept 2009
	30 Sept 2010
	30 Sept 2009

	
	RM’000
	RM’000
	RM’000
	RM’000

	Continuing Operations
	
	
	
	

	Based on result for the period
	
	
	
	

	- Current period provision
	100
	-
	140
	                     187

	- Deferred Taxation
	-
	(301)
	-
	(301)

	
	100
	(301)
	140
	                     114

	
	
	
	
	


The effective tax rate for the financial period ended 30 September 2010 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 30 September 2010. 
7. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 30 September 2010. 
8. Corporate Proposals
There were no corporate proposals announced but not completed as at the reporting date.
9. Borrowings And Debt Securities

The Group’s borrowings and debt securities as at 30 September 2010 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	86,150
	77,610

	- Redeemable Convertible Bond 
	-
	14,542

	- Bank overdraft
	17,745
	-

	Total 
	103,895
	92,152

	
	
	


The Group borrowings are denominated in the following currencies:
	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	equivalent
	Equivalent

	
	
	

	Ringgit Malaysia
	20,965
	-

	US Dollar
	82,930
	92,152

	Total 
	103,895
	92,152

	
	
	


10. Financial Instruments with Off Balance Sheet Risk
There were no financial instruments with material off balance sheet risk at the date of the issue of this announcement.
11. Changes In Material Litigation 
There were no changes to material litigation for the financial quarter ended 30 September 2010 save for the below mentioned claim:

i. SJR Marine (L) Ltd ("the Claimant"), a wholly-owned subsidiary of Perisai commenced arbitration proceedings in London in accordance with the London Maritime Arbitrators Association (LMAA) against Superior Energy Services LLC ("the Respondent") in respect of  breach by the Respondent of three agreements between the parties namely:
(a) Losses arising from the Respondent’s breaches of the Bareboat Charterparty Agreement  for the sum of USD1,173,357.13; and
(b) Losses arising from the Respondent’s breaches of the Vessel Purchase Agreement for the sum of USD16,200,107.00; and
(c) Losses arising from the Respondent’s breach of the Settlement Agreement for the sum of USD1,387,843.23, arising from the Respondents’ wrongful call for payment under the LC; and
(d) Costs and interest thereon.

ii. Respondent filed  the Defence and Counterclaim for the sum of USD3,450,685.93;
iii. Points of Reply to the Defence to the Counterclaim were filed by the Claimant; 

iv. Pleading are now closed and upon Completion of the LMAA questionnaire the matter will be set down for hearing.

The Claimant's lawyers are of the view that the Claimant has a reasonably good chance of succeeding against the Respondent for the claims.
12. Dividend Payable

There was no dividend declared for the financial quarter ended 30 September 2010.
13. Earning Per Share ("EPS")

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the parent  by the number of ordinary shares in issue excluding treasury shares held as at 30 September 2010 and the  weighted average number of ordinary shares as at 30 September 2009. 
Basic Earning per share

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	30 Sept 2010
	30 Sept 2009
	30 Sept 2010
	30 Sept 2009

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	(Loss)/Profit from continuing operations
	 (8,630)
	8,080
	3,343
	44,835

	Profit/(Loss) from discontinued operations
	-
	  192
	    (20)
	  (3,410)

	(Loss)/Profit attributable to equity holders of the parent 
	 (8,630)
	          8,272
	3,323
	41,425

	
	
	
	
	

	Number of/Weighted Average ordinary shares in issue (‘000) 
	662,000
	662,400
	662,000
	466,942

	
	
	
	
	

	Basic earnings per share (sen):
	
	
	
	

	- from continuing operations
	(1.30)
	1.22
	0.50
	9.60

	- from discontinued operations
	-
	0.03
	-
	(0.73)

	Total (sen)
	(1.30)
	1.25
	0.50
	8.87


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 November 2010.
By Order of the Board

Perisai Petroleum Teknologi Bhd

Lim Seck Wah (MAICSA0799845)

Company Secretary
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