PERISAI PETROLEUM TEKNOLOGI BHD (632811-X)

(Incorporated in Malaysia)


NOTES TO THE ACCOUNTS

PART A -
EXPLANATORY NOTES PURSUANT TO MALAYSIAN FINANCIAL REPORTING STANDARD (“MFRS”) 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 1

Government Loans**

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

^
Applicable for annual periods beginning on or after 1 July 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 Sept 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 30 Sept 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 30 Sept 2012;
As at 30 Sept 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 30 Sept 2012.

9. Segmental Information

	
	Individual Period
	Cumulative Period

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

	
	 30 Sept 2012
	30 Sept 2011
	30 Sept 2012
	30 Sept 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Segment Revenue
	
	
	
	

	Marine vessels
	27,884
	20,453
	83,003
	54,508

	Offshore production unit 
	20,023
	-
	59,336
	-

	Total revenue 
	47,907
	20,453
	142,339
	54,508

	
	
	
	
	

	Segment Results
	
	
	
	

	
	
	
	
	

	Marine vessels
	16,318
	(4,025)
	48,171
	16,142

	Offshore production unit
	13,649
	-
	40,912
	-

	Investment holding
	(4,406)
	525
	(11,041)
	(4,183)

	Unallocated
	(38)
	(9)
	(60)
	(57)

	Total results
	25,523
	(3,509)
	77,982
	11,902

	
	
	
	
	


10. Valuation Of Property, Plant and Equipment

The Group did not revalue any property, plant and equipment during the financial quarter ended 30 Sept 2012. 
11. Subsequent Events

Save as disclosed below, there were no material events subsequent to the financial quarter ended 30 Sept 2012;
i. On 14 November 2012, Perisai through its 40% owned associate company Larizz Petroleum Services Sdn Bhd, , secured a letter of award with a value of USD272.1 million from Hess Exploration and Production Malaysia B.V(“Hess”) on behalf of it’s principal EOC Limited for the provision and lease of a Floating Production Storage and Offloading facility and related operation and maintenance services for Hess’s development block situated at the North Malay Basin, Malaysia; and  

ii. On 16 November 2012, Perisai’s wholly owned subsidiary, Perisai Drilling Sdn Bhd, entered into a master services agreement with Global Tender Barges Drilling Sdn Bhd  a company within the KCA Deutag group as the drilling operations and maintenance contractor for the Jack up Drilling Rig which is slated for completion and delivery in July 2014. 
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 30 Sept 2012;
i. On 20 July 2012, Perisai had incorporated a new subsidiary known as Perisai Offshore Sdn Bhd (“POSB”) with a paid up capital of RM100 comprising 100 ordinary shares of RM1.00 each. POSB is a private limited company incorporated in Malaysia and is 51% owned by Perisai and 49% owned by Zainol Izzet Bin Mohamed Ishak, the Managing Director of Perisai; and
ii. On 27 July 2012, Perisai had voluntarily deregistered its wholly owned dormant subsidiary company Kingsburg International Trading Limited (“Kingsburg”). The deregistration of Kingsburg had no material impact on the earnings and net assets of the Group for the financial quarter ended 30 September 2012.
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 during the financial quarter ended 30 Sept 2012;
Corporate Guarantee of RM435.25million 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 during the financial quarter ended 30 Sept 2012.
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 30 Sept 2012.
	
	RM’000

	Capital expenditure
	

	Approved and contracted for:
	

	Construction of a Jack-up Drilling rig
	503,693


16. Significant related party transactions
Save as disclosed below, there were no significant related party transactions during the financial quarter ended 30 Sept 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

	
	30 Sept 2012
	30 Sept 2011
	30 Sept 2012
	30 Sept 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Bareboat charter of vessels to Emas Offshore Pte Ltd. 
	3,671
	1,166
	10,878
	1,166

	
	
	
	
	

	Bareboat charter of vessels to Emas Offshore (M) Sdn Bhd. 
	6,689
	2,125
	19,821
	2,125

	
	
	
	
	

	Rental of office space charged to Bayu Emas Maritime Sdn Bhd.
	70
	72
	215
	216

	
	
	
	
	

	Vessel maintenance expenses  charged by Emas Offshore Services Pte Ltd.
	166
	254
	482
	569

	
	
	
	
	

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


	
	
	
	
	

	Agency fee charged by Larizz Petroleum Services Sdn Bhd.
	45
	135
	135
	135

	
	
	
	
	


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 and one of the substantial shareholder 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 period ended 30 September 2012, the Group generated total revenue of RM142.34million, an increase of RM87.83million as compared to RM54.51million in the corresponding period ended 30 September 2011. 
The profit before tax for the current period amounted RM77.98million which represents an increase of RM66.08million as compared to RM11.90million in the corresponding period ended 30 September 2011.
For the financial quarter ended 30 September 2012, the Group generated total revenue of RM47.91million, an increase of RM27.46million as compared to RM20.45million in the corresponding quarter ended 30 September 2011. 

The profit before tax for the current quarter amounted RM25.52million which represents an increase of RM29.03million as compared to a loss before taxation of RM3.51million in the corresponding quarter ended 30 June 2011.
The increase in revenue for both the current financial quarter and period ended 30 September 2012 was mainly due to the revenue contribution from:

i. The Mobile Offshore Production Unit (“MOPU”) under Garuda Energy (L) Inc a wholly-owned subsidiary of Perisai; and

ii. The offshore support vessels under the Intan Group which is a 51% owned subsidiary of Perisai.

The increase in the profit before tax for both the current financial quarter and period ended 30 September 2012 was mainly due to reasons as mentioned above and there was no similar impairment of vessels as reflected in the operating expenses in the previous financial quarter and period ended 30 September 2011.
2. Material Change in Profit Before Tax (“PBT”) In Comparison to the Preceding Quarter

For the financial quarter ended 30 September 2012, the Group recorded a PBT of approximately RM25.52million as compared to a PBT of RM26.27million for the preceding financial quarter ended 30 June 2012.
The PBT for the current quarter is consistent with the PBT of the preceding quarter, mainly derived from the profit contributions from the Offshore Production Unit -MOPU and Marine Assets- offshore construction vessels (Enterprise 3) and offshore support vessels.
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 in the Asia Pacific region. It is also expected that this will contribute to revenue and earnings growth of Perisai Group after the planned delivery of the drilling rig 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 30 Sept 2012.
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 2012
	30 Sept 2011
	30 Sept 2012
	30 Sept 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Based on result for the period
	
	
	
	

	- Current period provision
	-
	
	41
	20

	- Overprovision in prior years
	-
	
	-
	(240)

	- Deferred taxation
	2,719
	700
	3,519
	1,268

	
	2,719
	700
	3,560
	1,048

	
	
	
	
	


The effective tax rate for the financial period ended 30 Sept 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 30 Sept 2012. 
7. Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the financial quarter ended 30 Sept 2012. 
8. Corporate Proposal
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 Sept 2012 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	156,827
	258,088

	- Hire purchase 
	85
	203

	- Bank overdraft
	13,489
	-

	Total 
	170,401
	258,291

	
	
	


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

	
	RM’000
	RM’000

	
	Equivalent
	Equivalent

	
	
	

	Ringgit Malaysia
	13,574
	203-

	US Dollar
	156,827
	258,088

	Total 
	170,401
	258,291

	
	
	


Included in short term loan is an Islamic Revolving Credit Facility (“Facility”) amounting to RM47.03million (USD15million) with reducing credit limit over the tenure of the Facility. The entire Facility will mature in 2015.
10. Other Receivables
Included in other receivables is a 10% deposit paid amounting to RM62.96million (USD20.80million) for the design, construction, equipping, commissioning and delivery of a Jack up Drilling Rig.
11. Other Payables

Included in other payables is an amount of RM45.41million (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 RM42.60million due to Ezra group of companies which was recorded in Perisai’s 51% owned subsidiaries of the Intan Offshore group of companies.
12. 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.
13. Changes In Material Litigation 
There were no material litigation for the financial quarter ended 30 Sept 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 has submitted its questionnaires to the tribunal and is currently awaiting the Respondent’s submission of the same before the tribunal could establish the future 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.
14. Dividends Payable

There was no dividends declared for the financial quarter ended 30 Sept 2012
15. Earnings 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 Sept 2012 and the number of ordinary shares in issue excluding treasury shares as at 30 Sept 2011. 
(a).Basic Earnings per share 
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	30 Sept 2012
	30 Sept 2011
	30 Sept 2012
	30 Sept 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Profit/(Loss) net of tax attributable to owners of the company
	21,420
	(4,997)
	68,118
	10,066

	
	
	
	
	

	Weighted Average/Number of ordinary shares in issue (‘000) 
	851,375
	712,763
	848,160
	687,783

	
	
	
	
	

	 Earnings/(Loss) per share (sen):
	2.52
	(0.70)
	8.03
	1.46


(b) Diluted Earnings per share

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	30 Sept 2012
	30 Sept 2011
	30 Sept 2012
	30 Sept 2011

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Profit/(Loss) net of tax attributable to owners of the company
	21,420
	(4,997)
	68,118
	10,066

	
	
	
	
	

	Weighted Average/Number of ordinary shares in issue (‘000) 
	851,375
	712,763
	848,160
	687,783

	Effect of dilution (‘000)
	  7,152
	-
	     2,401
	-

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	858,527
	-
	 850,561
	-

	Diluted earnings per share (sen):
	2.49
	-
	8.01
	-


16. Realised and unrealised retained earnings
	
	As at
	As at

	
	30.09.2012
	31.12.2011

	Total retained earnings
	RM’000
	RM’000

	Company and subsidiaries
	
	

	- realised profit
	368,713
	221,509

	- unrealised loss
	(23,509)
	(20,170)

	
	345,204
	201,339

	Associates
	
	

	- realised profit
	(34)
	-

	- unrealised loss
	-
	(3)

	
	(34)
	(3)

	
	
	

	Group consolidated adjustments
	(162,366)
	(86,650)

	Total Group retained earnings as per unaudited consolidated financial statements
	182,804
	114,686

	
	
	


17. 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 21 November 2012.
By Order of the Board

Perisai Petroleum Teknologi Bhd

Lim Seck Wah (MAICSA No: 0799845)
M.Chandrasegaran a/l S. Murugasu (MAICSA No: 0781031)

Company Secretaries
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