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 MFRS 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 2011. 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 2011.

2. Changes In Accounting Policies
i. The Group has adopted the Malaysian Financial Reporting Standards (“MFRS”) framework issued by the Malaysian Accounting Standards Board (“MASB”) with effect from 1 January 2012. This MFRS framework was introduced by the MASB in order to fully converge with Malaysia’s existing Financial Reporting Standards with the International Financial Reporting Standards framework issued by the International Accounting Standards Board. There has been no material impact upon the adoption of the MFRS on the financial statements of the Group.
ii. At the date of this report, the following MFRSs, Amendments to MFRSs and IC Interpretation were issued but not yet effective and have not been applied by the Group are as follows: 
MFRS 9 
Financial Instruments (IFRS 9 issued by IASB in November 2009 and October 2010)*
MFRS 10

Consolidated Financial Statements**
MFRS 11

Joint Arrangements**
MFRS 12

Disclosure of interest in Other Entities** 
MFRS 13 

Fair value measurement**
MFRS 119 

Employee Benefits**
MFRS 127 

Separate financial statements**
MFRS128 

Investment in Associates and Joint Ventures**
Amendments to MFRS 7 
Disclosures- Offsetting financial assets and financial liabilities**
Amendments to MFRS 101
Presentation of items of other comprehensive income^
Amendments to MFRS 132
Offsetting financial assets and financial liabilities**
*
Applicable for annual periods beginning on or after 1 January 2015

**
Applicable for annual periods beginning on or after 1 January 2013

^
Applicable for annual periods beginning on or after 1 January 2014

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 31 March 2012. 
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 31 March 2012.

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 31 March 2012;
i. On 9 January 2012, Perisai issued the following in satisfaction of the remaining USD20million purchase consideration of the acquisition of Garuda Energy (L) Inc:

	Number of Ordinary shares
	Issue Price
	RM

	97,892,400
	RM0.65
	63,630,060


The new shares rank pari passu in all respect with the existing ordinary shares of the Company.

ii. As at 31 March 2012, 400,000 shares of RM0.10 each were 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 851,375,400 ordinary shares of RM0.10 each
8. Dividends Paid

There were no dividends paid during the financial quarter ended 31 March 2012.

9. Segmental Information

	
	Individual Period
	Cumulative Period

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

	
	 31 Mar 2012
	31 Mar 2011
	31 Mar 2012
	31 Mar 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Segment Revenue
	
	
	
	

	Marine vessels
	27,152
	17,148
	27,152
	17,148

	Offshore production unit 
	19,365
	-
	19,365
	-

	Total revenue 
	46,517
	17,148
	46,517
	17,148

	
	
	
	
	

	Segment Results
	
	
	
	

	
	
	
	
	

	Marine vessels
	16,046
	10,447
	16,046
	10,447

	Offshore production unit
	14,065
	-
	14,065
	-

	Investment holding
	(3,904)
	(3,175)
	(3,904)
	(3,175)

	Unallocated
	(18)
	(32)
	(18)
	(32)

	Total results
	26,189
	7,240
	26,189
	7,240

	
	
	
	
	


10. Valuation Of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 31March 2012. 
11. Subsequent Events

Save as disclosed below, there were no material events subsequent to the financial quarter ended 31 March 2012.
i. On 4 April 2012, Zainol Izzet Bin Mohamed Ishak, the Managing Director of Perisai had exercised an option granted to him by HCM Logistics Limited (“HCM”) to acquire from HCM 66,000,000 ordinary shares of RM0.10 each, the completion of which is pending.
ii. On 25 April 2012, Perisai announced the proposal to establish an employees’ share option scheme (“ESOS”) of up to 10% of the issued and paid-up share capital of Perisai for eligible employees and directors of Perisai and its subsidiaries

The proposed ESOS is conditional upon approvals being obtained from the following:

a. Bursa Securities, for the listing of and quotation for the new Perisai shares to be issued pursuant to the exercise of the ESOS options to be granted under the proposed ESOS scheme;

b. The shareholders of Perisai at an extraordinary general meeting  to be convened; and 

c. Other relevant authorities/parties, if required.
iii. On 27 April 2012, Perisai incorporated a new indirect subsidiary, known as Intan Offshore (L) Ltd (“Intan Offshore”). Intan Offshore which has a paid up capital of USD100 comprising 100 ordinary shares is a private limited company incorporated in Labuan Malaysia. Intan Offshore is wholly-owned by Perisai’s 51% subsidiary, Intan Offshore Sdn Bhd.
iv. On 27 April 2012, Perisai through its wholly-owned subsidiary Perisai (L) Inc entered into a Rig Construction Contract with PPL Shipyard Pte Ltd (“PPL”) for PPL to design, construct, equip, commission and deliver to Perisai (L) Ltd a jack-up drilling rig at a contract price of USD208 million. The jack-up drilling rig is expected to be delivered by the end of July 2014. 

Perisai (L) Inc has also been granted an option (“Option”) by PPL to construct an additional rig with specification similar to the jack-up drilling rig. The price for the option rig is USD210 million but is subject to a revision should cost escalate. The delivery date for the option rig, if the Option is exercised, is expected to be in the second quarter of 2015. 
12. 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 March 2012;
On 29 March 2011, Perisai had entered into a term sheet with Mr Nagendran a/l C. Nadarajah (“the Vendor”) and subsequently on 26 August 2011 had entered into a Share Sale Agreement (“SSA”) for the proposed acquisition of 100%equity interest in Garuda Energy (L) Inc for a total purchase consideration of USD70,000,000 (equivalent to approximately RM220,076,060) to be satisfied by way of USD50,000,000 cash (equivalent to approximately RM156,446,000) and the issuance of new ordinary shares of the Company at an issue price of RM0.65 per consideration shares for the remaining USD20,000,000 (equivalent to approximately RM63,630,060).

The acquisition was completed on 1 January 2012 whereupon, the shares of Garuda Energy (L) Inc were transferred and registered in the name of the Company on the same date.
The fair values of the assets acquired and liabilities assumed from the acquisition of Garuda Energy (L) Inc were as follows;-.

	
	          2012
        RM’000

	Property, plant and equipment
	175,643

	Trade and other receivables
	  11,380

	Cash and bank balances
	  11,972

	Trade and other payables
	   (6,313)

	Term loans
Taxation
	(125,360)
         (20)

	Fair values of total net assets
	   67,302

	Goodwill
	 152,774

	Cost of acquisition
	  220,076


The effect of the acquisition on cash flows is as follows:

	
	2012

	
	RM’000

	Total cost of the business combination
	220,076

	Less: Portion discharged by shares
	 (63,630)

	Consideration settled in cash
	156,446

	Less: Cash and cash equivalent acquired
	 (11,972)

	Net Cash outflow of the Group
	        144,474


The fair values of the assets and liabilities arising from the acquisition had been determined based on provisional fair values assigned to identifiable assets and liabilities on acquisition date. Any adjustments to these provisional fair values upon finalisation of the detailed Purchase Price Allocation exercise will be recognised in intangible assets and property, plant and equipment within 12 months of the acquisition date as permitted by MFRS 3 “Business Combinations”. In the meantime, the provisional goodwill that results from the difference between the purchase price and the adjusted carrying amounts of the assets and liabilities amounts to RM152.77million.
The revenue and net profit of Garuda Energy (L) Inc included in the consolidated income statement of the Group for the period 1 January 2012 to 31 March 2012 amounted to RM19.4million and 14.04million respectively.
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:
Corporate Guarantee of RM436.26million issued by Perisai for banking facilities granted to its subsidiaries. 
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. Material Commitments 
Save as disclosed below, the Group is not aware of any material 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 March 2012.
	
	RM’000

	Capital expenditure
	

	Approved and contracted for:
	

	Construction of a Jack-up Drilling rig
	567,964


16. Significant related party transactions
Save as disclosed below, there were no significant related party transactions during the financial quarter ended 31 March 2012.
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

	
	31 Mar 2012
	31 Mar 2011
	31 Mar 2012
	31 Mar 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Bareboat charter of vessels to Emas Offshore Pte Ltd. 
	3,550
	-
	3,550
	-

	
	
	
	
	

	Bareboat charter of vessels to Emas Offshore (M) Sdn Bhd. 
	6,469
	-
	6,469
	-

	
	
	
	
	

	Rental of office space charged to Bayu Emas Maritime Sdn Bhd.
	71
	72
	71
	72

	
	
	
	
	

	Vessel maintenance expenses  charged by Emas Offshore Services Pte Ltd.
	161
	153
	161
	153

	
	
	
	
	

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


	
	
	
	
	

	Agency fee charged by Larizz Petroleum Services Sdn Bhd.
	45
	-
	45
	-

	
	
	
	
	


The transactions above involving Bayu Emas Maritime Sdn Bhd, Emas Offshore Services Pte Ltd and Emas Offshore Services (M) Sdn Bhd (“Emas Companies”) are recurrent related party in nature as the Emas Companies are wholly owned subsidiaries of either Ezra Holdings Limited or HCM Logistics Limited (“HCM”) and HCM, being a major shareholder of Perisai, being also a wholly owned subsidiary of Ezra Holdings Limited. 

Agency fees charged by Larizz Petroleum Services Sdn Bhd (“LPSSB”) is a recurrent related party in nature as Encik Zainol Izzet Bin Mohamed Ishak is a director of Perisai and a major shareholder of LPSSB.
PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE MMLR
1. Performance Review

For the financial quarter and period ended 31 March 2012, the Group generated total revenue of RM46.52million, an increase of RM29.37million as compared to RM17.15million in the corresponding quarter ended 31 March 2011. 

The profit before tax for the current quarter amounted RM26.19million which represents an increase of RM18.95million as compared to RM7.24million in the corresponding quarter ended 31 March 2011.
The increase in revenue and the profit before tax for the current financial quarter and period ended 31 March 2012 was mainly due to the revenue and profit contributions from:

i. the newly acquired wholly-owned subsidiary Garuda Energy (L) Inc which owns the Mobile Offshore Production Unit (“MOPU”) and
ii. the offshore support vessels under the Intan Group which is a 51 % owned subsidiary of Perisai.

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

For the financial quarter ended 31 March 2012, the Group recorded a profit before tax of approximately RM26.19million as compared to a profit before taxation of RM15.04million for the preceding financial quarter ended 31 December 2011.
The increase in profit before tax was mainly due to the profit contribution from the newly acquired subsidiary, Garuda Energy (L) Inc, the owner of the MOPU.
3. Future Prospects 
Perisai Group with its current strategic assets which have firm contracts is expected to realize greater revenue and profit for the current financial year.
Perisai’s recent investment in a jack-up drilling rig will facilitate Perisai’s entry into the offshore drilling segment specifically in Malaysia and broadly in the Asia Pacific region and is also expected to enable revenue and earnings growth of Perisai Group after its expected delivery in July 2014. The jack-up drilling rig would broaden Perisai’s asset offering to its clients and together with its other marine assets, expands its participation in the offshore oil and gas value chain by integrating key strategic assets within its stable capable of servicing the upstream exploration, development and production phases of offshore oil and gas development.
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 31March 2012.
5. Income tax expense
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 Mar 2012
	31 Mar 2011
	31 Mar 2012
	31 Mar 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Based on result for the period
	
	
	
	

	- Current period provision
	40
	20
	40
	20

	- Deferred taxation
	380
	-
	380
	-

	
	420
	20
	420
	20

	
	
	
	
	


The effective tax rate for the financial period ended 31 March 2012 was lower than the statutory tax rate mainly due to certain subsidiaries being 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 31 March 2012. 
7. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 31 March 2012. 
8. Corporate Proposal
Save as disclosed below, there were no corporate proposals announced but not completed as at the reporting date;
On 25 April 2012, Perisai announced the proposal to establish an employees’ share option scheme (“ESOS”) of up to 10% of the issued and paid -up share capital of Perisai for eligible employees and directors of Perisai and its subsidiaries

The proposed ESOS is conditional upon approvals being obtained from the following:

i. Bursa Securities, for the listing of and quotation for the new Perisai shares to be issued pursuant to the exercise of the ESOS options to be granted under the proposed ESOS scheme;

ii. The shareholders of Perisai at an extraordinary general meeting to be convened; and

iii. Other relevant authorities/parties, if required.

9. Borrowings And Debt Securities

The Group’s borrowings and debt securities as at 31 March 2012 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	332,242
	122,698

	- Hire purchase 
	85
	246

	- Bank overdraft
	5,539
	-

	Total 
	337,866
	122,944

	
	
	


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

	
	RM’000
	RM’000

	
	Equivalent
	Equivalent

	
	
	

	Ringgit Malaysia
	5,624
	246

	US Dollar
	332,242
	122,698

	Total 
	337,866
	122,944

	
	
	


Included in short term borrowings are short term facilities amounting to RM217.40million which were subsequently restructured into long term loans in April 2012.
10. Other Payables

Included in other payables is an amount of RM47.28million (USD15million) payable to Mercury Pacific Marine Pte Ltd being additional purchase consideration under the Share Sale Agreement dated 30 January 2008 and an amount of RM51.19million due to Ezra group of companies which were recorded in Perisai’s 51% subsidiaries group, i.e. Intan Offshore group of companies.
11. 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.
12. Changes In Material Litigation 
There were no material litigation for the financial quarter ended 31 March 2012 save for the claim below:

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

Both the claimant and the Respondent have filed their pleadings in the LMAA. The claimant have submitted their questionnaires to the tribunal and are currently awaiting the Respondent’s submission of the same before the tribunal will establish the future procedural course of the reference to move the arbitration proceedings ahead.

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

There was no dividends declared for the financial quarter ended 31 March 2012
14. 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 31 March 2012 and the number of ordinary shares in issue excluding treasury shares as at 31 March 2011. 
Basic Earning per share

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 Mar 2012
	31 Mar 2011
	31 Mar 2012
	31 Mar 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Profit net of tax attributable to owners of the company
	23,314
	7,220
	23,314
	7,220

	
	
	
	
	

	Weighted Average/Number of ordinary shares in issue (‘000) 
	841,694
	670,320
	841,694
	670,320

	
	
	
	
	

	 Earnings per share (sen):
	2.77
	1.08
	2.77
	1.08


15. Realised and unrealised retained earnings
	
	As at
	As at

	
	31.12.2012
	31.12.2011

	Total retained earnings
	RM’000
	RM’000

	Company and subsidiaries
	
	

	- realised profit
	315,898
	221,509

	- unrealised loss
	(19,373)
	(20,170)

	
	296,525
	201,339

	Associates
	
	

	- realised profit
	3
	-

	- unrealised loss
	
	(3)

	
	3
	(3)

	
	
	

	Group consolidated adjustments
	(158,528)
	(86,649)

	Total Group retained earnings as per unaudited consolidated financial statements
	138,000
	114,686

	
	
	


16. Authorised For Issue
The interim financial statements were authorised for issue by the Board in accordance with a resolution of the Board of Directors dated 23 May 2012.
By Order of the Board

Perisai Petroleum Teknologi Bhd

Lim Seck Wah (MAICSA No: 0799845)
M.Chandrasegaran (MAICSA No: 0781031)

Company Secretaries
PAGE  
1

