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 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 2010. 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 2010.

2. Changes In Accounting Policies
The significant accounting policies adopted by the Group in this quarterly financial statements are consistent with those adopted in the recent annual audited financial statements for the year ended 31 December 2010 except for the following:-
FRS 1 


First-time adoption of Financial Reporting Standards

FRS 3 (revised)

Business Combinations

FRS 127


Consolidated and Separate Financial Statements

Amendments to FRS 1
Limited Exemption from Comparative FRS 7





Disclosures for First-time Adopters

Amendments to FRS 1 
Additional Exemptions for First-Time Adopters

Amendments to FRS 2 
Share-based Payment

Amendments to FRS 2 
Group Cash-settled Share-based Payment Transactions

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

Amendments to FRS 7 
Improving Disclosures about Financial Instruments

Amendments to FRS 132
Financial Instruments: Presentation
Amendments to FRS 138
Intangible Assets

Amendments to FRS1,
Improvements to FRSs (2010)
FRS 3, FRS 7, FRS 101,

FRS 121, FRS 128, 

FRS131, FRS 132, 

FRS 134, FRS 139 and 

Amendments to IC 

Interpretation 13 

Amendments to IC

Reassessment of Embedded Derivatives

Interpretation 9 



IC Interpretation 4 

Determining whether an arrangement contains a lease

IC Interpretation 16

Hedges of a Net Investment in a Foreign Operation

IC Interpretation 17

Distributions of Non-cash Assets to Owners

IC Interpretation 18

Transfers of Assets from Customers

The adoption of the above FRSs, Amendments to FRSs and IC Interpretations did not have any material effect on the financial performance, position or presentation of financials of the Group.
At the date of authorisation of these interim financial statements, the following FRSs and Interpretations applicable to the group that was issued but not yet effective are as follows:-
FRS 124


Related Party Disclosures**
Amendments to IC 

Prepayments of a Minimum Funding Requirement*
Interpretation 14

IC Interpretation 19

Extinguishing Financial Liabilities with Equity Instruments*
*
Effective for accounting periods beginning on or after 1 July 2011. 

**
Effective for accounting periods beginning on or after 1 January 2012.
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 June 2011. 
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 June 2011.

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 June 2011;
As at 30 June 2011, 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 682,800,000 ordinary shares of RM0.10 each

8. Dividend Paid

There were no dividends paid during the financial quarter ended 30 June 2011.

9. Segmental Information

	
	Individual Period
	Cumulative Period

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

	
	 30 June 2011
	30 June 2010
	30 June 2011
	30 June 2010

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Segment Revenue
	
	
	
	

	Revenue from continuing operations
	
	
	
	

	Marine vessels
	16,907
	18,299
	34,055
	37,301

	Corrosion control
	-
	-
	-
	-

	Others
	-
	-
	-
	-

	Total revenue 
	16,907
	18,299
	34,055
	37,301

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations
	
	
	
	

	Marine vessels
	9,720
	7,763
	20,167
	14,167

	Corrosion control
	(1)
	(108)
	1
	180

	Others
	(11)
	(109)
	(16)
	(193)

	Investment holding
	(1,533)
	(1,750)
	(4,708)
	(2,124)

	Unallocated
	(4)
	(11)
	(33)
	(17)

	Total results
	8,171
	5,785
	15,411
	12,013

	
	
	
	
	


10. Valuation Of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 30 June 2011. 
11. Subsequent Events

Save as disclosed below, there were no material events subsequent to the financial quarter ended 30 June 2011;
On 22 August 2011, Perisai completed the acquisition of 37,299,900 ordinary shares of RM1.00 each representing 51% of the issued and paid-up share capital of Intan Offshore Sdn Bhd for a purchase consideration of RM45,237,000 satisfied via the issuance of 70,683,000 new ordinary shares RM0.10 each in Perisai at an issue price of RM0.64 per Perisai Share.

12. Changes In Composition Of The Group

There were no changes in the composition of the Group during the financial quarter ended 30 June 2011.
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 USD60.0 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
There are no discontinued operations in for the financial quarter and period under review. 

The revenue, results and cash flows of the companies which were disposed by the Group in the previous financial year are shown for comparative purpose as follows:-  
	
	Individual Period
	Cumulative Period

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

	
	30 June 2011
	30 June 2010
	30 June 2011
	30 June 2010

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	
	
	
	
	

	Revenue
	-
	-
	-
	-

	Expenses
	-
	(19)
	-
	(20)

	Loss before tax from discontinued operations
	-
	(19)
	-
	(20)

	Income tax expense
	-
	-
	-
	-

	Loss for the year from discontinued operations, net of tax
	-
	(19)
	-

	(20)

	
	
	
	 
	

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

	Operating cash flows
	-
	-
	-
	(1)

	Investing cash flows
	-
	-
	-
	-

	Financing cash flows 
	-
	-
	-
	-

	Total cash flows
	-
	-
	-
	(1)

	
	
	
	
	


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 June 2011.
17. Significant related party transactions
Save as disclosed below, there were no significant related party transactions during the financial quarter ended 30 June 2011.
The recurrent related party transactions with the Perisai Group are as follows:-

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	30 June 2011
	30 June 2010
	30 June 2011
	30 June 2010

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Rental of office space charged to Bayu Emas Maritime Sdn Bhd.
	72
	-
	144
	-

	
	
	
	
	

	Vessel maintenance expenses  charged by Emas Offshore Services Pte Ltd.
	162
	-
	315
	-

	
	
	
	
	

	Vessel maintenance expenses   charged by Emas Offshore Services (M) Sdn Bhd.
	-
	-
	2
	-

	
	
	
	
	


The transactions are related party in nature by virtue of the abovementioned companies are the wholly owned subsidiaries of Ezra Holdings Limited and HCM Logistics Limited, being one of the major shareholders of Perisai is also a wholly owned subsidiary of Ezra Holdings Limited. 

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

For the financial period ended 30 June 2011, the Group generated total revenue from continuing operations of RM34.06million and profit attributable to owners of the parent of RM15.06million. This compares to revenue from continuing operations of RM37.30million and profit attributable to owners of the parent RM11.95million for the preceding corresponding financial period ended 30 June 2010.
The decrease in revenue for the period ended 30 June 2011 was mainly due to the adverse movement in foreign exchange rates for the United States Dollar. The increase in profit attributable to the owners of the parent for the financial period ended 30 June 2011 was mainly due to lower vessel expenses incurred and the decrease in finance cost due to part settlement of the existing Group borrowings.
For the financial quarter ended 30 June 2011, the Group generated total revenue from continuing operations of RM16.91million and profit attributable to owners of the parent of RM7.84million. This compares to revenue from continuing operations of RM18.30million and profit attributable to owners of the parent RM5.77million for the preceding corresponding financial quarter ended 30 June 2010.
The decrease in revenue for the period ended 30 June 2011 was mainly due to the adverse movement in foreign exchange rates for the United States Dollar. The increase in profit attributable to the owners of the parent for the financial period ended 30 June 2011 was mainly due to lower vessel expenses incurred and the decrease in finance cost due to part settlement of the existing Group borrowings

2. Material Change in Profit Before Tax In Comparison to the Preceding Quarter

For the financial quarter ended 30 June 2011, the Group recorded a profit before tax from continuing operations of approximately RM8.17million as compared to profit before taxation of RM7.24million for the preceding financial quarter ended 31 March 2011. 

The increase in profit before tax from continuing operations in the current quarter was mainly due to realised exchange losses incurred from the settlement of the Redeemable Convertible Bond in the preceding quarter.
3. Future Prospects 
Barring any unforeseen circumstances, the Directors expect the Group to achieve satisfactory results in the financial year ending 31 December 2011. 
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 ended 30 June 2011.
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 2011
	30 June 2010
	30 June 2011
	30 June 2010

	
	RM’000
	RM’000
	RM’000
	RM’000

	Continuing Operations
	
	
	
	

	Based on result for the period
	
	
	
	

	- Current period provision
	-
	-
	20
	40

	- Overprovision in prior years 
	(240)
	-
	(240)
	-

	- Deferred taxation
	568
	-
	568
	-

	
	328
	-
	348
	40

	
	
	
	
	


The effective tax rate for the financial period ended 31 March 2011 was lower than the statutory tax rate mainly due to certain subsidiaries which are subject to fixed tax rates under the Labuan Business Activity Tax 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 June 2011. 
7. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 30 June 2011. 
8. Corporate Proposals
Save as disclosed below, there were no corporate proposals announced but not completed as at the reporting date;
i. On 27 January 2011, Perisai had entered into a conditional share sale agreement with Emas Offshore (M) Sdn Bhd (the “Vendor”) for the proposed acquisition 37,299,900 ordinary shares of RM1.00 each representing 51% of the issued and paid-up share capital of Intan Offshore Sdn Bhd for a purchase consideration of RM45,237,000 to be satisfied via the issuance of 70,683,000 new ordinary shares RM0.10 each in Perisai at an issue price of RM0.64 per Perisai Share.


The proposed acquisition is subject to and conditional upon approvals being obtained from the following:

(a) The shareholders of Perisai at an Extraordinary General Meeting (“EGM”) to be convened;

(b) The shareholders of the Vendors at EGM to be convened; 

(c) Bursa Securities for the listing of an quotation for the Consideration Shares on the Main Market of Bursa Securities ; and

(d) Any other relevant authorities/parties if required.

On 26 April 2011, Perisai and the Vendor had mutually agreed to extend the approval period for the fulfilment of the conditions precedent in the share sale agreement in relation to the proposed acquisition for a further 3 months to 26 July 2011.

At the EGM held on 24 June 2011, the shareholders of Perisai approved the proposed acquisition.

Perisai and the Vendor had fulfilled all the conditions precedent to the share sale agreement except for the discharge of the securities by Intan Offshore Sdn Bhd and/or its subsidiaries. The Vendor has written to its bankers for the discharge of the securities and is awaiting the completion of the said discharge.

On 26 July 2011, Perisai and the Vendor had mutually agreed to extend the approval period for a further 3 months to 26 October 2011.
The acquisition was completed on 22 August 2011 with the listing of Perisai’s 70,683,000 new ordinary shares of RM0.10 each.
ii. On 29 March 2011, Perisai entered into a term sheet with Mr Nagendran a/l C. Nadarajah for the proposed acquisition of 100% equity interest in Garuda Energy (L) Inc for a total purchase consideration of USD70 million (equivalent to approximately RM210 million) to be satisfied by way of USD50 million cash (equivalent to approximately RM150 million) and the issuance of new ordinary shares of Perisai at an issue price of RM0.65 per consideration shares for the remaining USD20 million (equivalent to approximately RM60 million). 
The Share Sales Agreement (“SSA”) and any other agreements in relation to the Proposed Acquisition are expected to be executed within ninety (90) days from the date of the execution of the Term Sheet or such other period as may be agreed upon by the parties.

The Proposed Acquisition is conditional upon satisfactory completion of the following Conditions Precedent:-

(a) Upon the Target Company’s receipt of the first bare boat charter payment from OIL CO, which evidence of receipt shall be furnished to Perisai;
(b) The Target Company securing an external borrowing sufficient to cover the cost of MOPU conversion;
(c) MOPU is completed based on OIL CO specifications as contracted with OIL CO and Perisai being satisfied that MOPU has been completed in accordance with the specifications;
(d) Perisai Board of Directors’ and Shareholders’ approvals obtained;

(e) Regulatory approvals (including the listing of the new ordinary shares) being obtained to enable the parties to proceed with the Proposed Acquisition; 

(f) Lenders’ approvals (if necessary) being obtained for Perisai to enter into the Proposed Acquisition; and

(g) Perisai being  satisfied with the results from the due diligence (technical, legal and financial) carried out on the Target Company
On 26 July 2011, Perisai and Mr Nagendran a/l C. Nadarajah had mutually agreed to a final extension for the execution of the SSA to no later than 26 August 2011. Subject to this variation, all other conditions, covenants, provisions, powers and terms contained or subsisting in the Term Sheet are applicable and shall remain in full force and effect.  
9. Borrowings And Debt Securities

The Group’s borrowings and debt securities as at 30 June 2011 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	35,712
	116,168

	- Hire purchase 
	81
	312

	- Bank overdraft
	3,386
	-

	Total 
	39,179
	116,480

	
	
	


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

	
	RM’000
	RM’000

	
	Equivalent
	Equivalent

	
	
	

	Ringgit Malaysia
	3,467
	312

	US Dollar
	35,712
	116,168

	Total 
	39,179
	116,480

	
	
	


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 June 2011 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 June 2011.
13. Earning Per Share ("EPS")

Basic earnings per share is calculated by dividing the profit attributable to the owners of the parent  by the weighted average number of ordinary shares in issue excluding treasury shares held as at 30 June 2011 and the number of ordinary shares as at 30 June 2010. 
Basic Earning per share

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	30 June 2011
	30 June 2010
	30 June 2011
	30 June 2010

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Profit from continuing operations
	7,843
	5,785
	15,063
	11,973

	Profit from discontinued operations
	       -
	(19)
	      -
	(20)

	Profit attributable to owners of the parent 
	7,843
	5,766
	15,063
	11,953

	
	
	
	
	

	Weighted Average/Number of ordinary shares in issue (‘000) 
	682,800
	662,000
	676,594
	662,000

	
	
	
	
	

	Basic earnings per share (sen):
	
	
	
	

	- from continuing operations
	1.15
	0.87
	2.23
	1.81

	- from discontinued operations
	-
	-
	-
	-

	Total (sen)
	1.15
	0.87
	2.23
	1.81


14. Realised and unrealised retained earnings
	
	As at
	As at

	
	30.06.2011
	31.12.2010

	Total retained earnings
	RM’000
	RM’00

	Company and subsidiaries
	
	

	- realised profit
	156,863
	138,710

	- unrealised profit
	5,399
	8,455

	
	162,262
	147,165

	Associates
	
	

	- realised profit
	1,540
	1,528

	- unrealised loss
	(48)
	(48)

	
	1,492
	1,480

	
	
	

	Group consolidated adjustments
	(55,176)
	(55,130)

	Total Group retained earnings as per unaudited consolidated financial statements
	108,578
	93,515

	
	
	


15. 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 23 August 2011.
By Order of the Board

Perisai Petroleum Teknologi Bhd

Lim Seck Wah (MAICSA0799845)

Company Secretary
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