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 2012. 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 financial year ended 31 December 2012.
2. Changes In Accounting Policies
i. The Group adopted the following Standards, Amendments and IC Interpretations:-
MFRS 3


Business Combinations

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 (revised)
MFRS 127
Consolidated and Separate Financial Statements (revised)
MFRS 128


Investment in Associates and Joint Ventures (revised)

Amendments to MFRS 1
First-time Adoption of MFRS - Government Loans
Amendments to MFRS 7
Financial Instruments: Disclosures-Offsetting Financial Assets and Financial Liabilities
Amendments to MFRS 10
Consolidated Financial Statements: Transition Guidance
Amendments to MFRS 11
Joint Arrangements: Transition Guidance

Amendments to MFRS 12
Disclosure of Interest in Other Entities Transition Guidance

Amendments to MFRS 101
Presentation of Items of Other Comprehensive Income
Annual Improvements to IC Interpretations and MFRSs 2009 – 2011 Cycle

The adoption of the above MFRS and Amendments to MFRSs did not have any material effect on the financial statements of the Group, except for the following:
Amendments to MFRS 101 Presentation of Items of Other Comprehensive Income

The amendments to MFRS 101 introduces a grouping of items presented in other comprehensive income. Items that will be reclassified to profit or loss at future point in time have to be presented separately from items that will not be reclassified.

The amendments also introduce new terminology, whose use is not mandatory, for the statement of comprehensive income and income statement. Under the amendments, the ‘statement of comprehensive income’ is renamed as the ‘statement of profit or loss and other comprehensive income’.

The above amendments affect presentation only and have no impact on the Group’s financial position or performance. 
ii. At the date of this report, the following Amendments to MFRSs were issued but not yet effective and have not been applied by the Group are as follows: 

Amendments to MFRS 9
Mandatory Effective Date of MFRS 9 and Transition    Disclosures
Amendments to MFRS 10 
Consolidated Financial Statements: Investment Entities

Amendments to MFRS 12
Disclosure of Interest in Other Entities: Investment Entities

Amendments to MFRS 127      
Consolidated and Separate Financial Statements

Investment Entities

Amendments to MFRS 132
Financial Instruments: Presentation – Offsetting Financial Assets and Financial Liabilities 
Amendments to MFRS 136
Impairment of Assets – Recoverable Amount disclosures  

For Non-Financial Assets


Amendments to MFRS 139
Novation of Derivatives and Continuation of Hedge   






Accounting

IC Interpretation 21

Levies


The Group will adopt the above Amendments to MFRSs when became it becomes effective in the respective financial periods. The adoption of the above mentioned amendments to MFRSs are not expected to have any effect to the financial statements of the Group upon initial recognition, except as described below:

MFRS 9 Financial Instruments

MFRS 9 specifies how an entity should classify and measure financial assets and financial liabilities. 

This standard requires all financial assets to be classified based on how an entity manages its financial assets (its business model) and the contractual cash flow characteristics of the financial asset. Financial assets are to be initially measured at fair value. Subsequent to initial recognition, depending on the business model under which these assets are acquired, they will be measured at either fair value or at amortised cost.

In respect of the financial liabilities, the requirements are generally similar to the former MFRS 139. However, this standard requires that for financial liabilities designated as at fair value through profit or loss, changes in fair value attributable to the credit risk of that liability are to be presented in other comprehensive income, whereas the remaining amount of the change in fair value will be presented in the profit or loss.

Due to the complexity of these new standards, the financial effects of their adoption are currently still being assessed by the Group.
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 year ended 31 December 2013. 
6. Changes In Estimates

There were no significant changes in estimates that had a material effect on the results for the financial year ended 31 December 2013 except for depreciation charge arising from the assessment of residual value of plant and equipment.

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 year ended 31 December 2013:

i. On 10 January 2013, Perisai completed the listing and quotation of a private placement of up to 10% of the issued and paid up share capital as follows;-

	Number of Ordinary shares
	Issue Price
	RM

	85,137,500
	RM1.03
	87,691,625


ii. New ordinary shares of RM0.10 issued each pursuant to the exercise of options granted under the Employee Share Option Scheme at the option price of RM0.785 per ordinary share were as follows;-
	Quarter ended
	Number of ordinary shares
	Issue Price
	RM

	31 March 2013
	Nil
	Nil
	Nil

	30 June 2013
	51,000
	RM0.785
	40,035

	30 September  2013
	2,862,830
	RM0.785
	2,247,321.55

	31 December 2013
	40,000
	RM0.785
	31,400


iii. On 21 August 2013, Perisai completed the acquisition of a 51% equity interest in Emas Victoria (L) Bhd from EOC Limited by the issuance of 144,661,250 new ordinary shares of RM0.10 each in Perisai being part of the purchase consideration for the acquisition as disclosed in Note B6.
As at 31 December 2013, 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.

8. Dividends Paid

There were no dividends paid during the financial year ended 31 December 2013.
9. Segmental Information

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter
	Preceding Year Corresponding Quarter

(Restated)
	Current Year To Date
	Preceding Year Corresponding Period

(Restated) 

	
	 31 December   2013
	31 December     2012
	31 December   2013
	31 December   2012

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Segment Revenue
	
	
	
	

	Revenue from continuing operations
	
	
	
	

	Marine vessels
	12,719
	11,813
	48,983
	47,650

	Mobile offshore production unit 
	671
	19,623
	60,904
	78,959

	Others
	455
	394
	1,776
	1,761

	Total revenue 
	13,845
	31,830
	111,663
	128,370

	
	
	
	
	

	Segment Results
	
	
	
	

	Results from continuing operations
	
	
	
	

	Marine vessels
	9,326
	(2,620)
	27,775
	15,679

	Mobile offshore production unit
	(9,464)
	17,727
	27,172
	                   58,640

	Investment holding

Unallocated
	(6,585)
                      5,916
	(26,740)

(17)
	(22,465)

5,543
	(20,970)

(77)

	
	
	
	
	

	Total results
	(807)
	(11,650)
	38,025
	53,272

	
	
	
	
	


10. Valuation Of Property, Plant and Equipment

The Group did not revalue any plant and equipment during the financial year ended 31 December 2013. 
11. Subsequent Events

Save as disclosed below, there were no material events subsequent to the financial quarter ended 31 December 2013;
a) Subsequent to the financial year ended 31 December 2013, a total of number of 72,000 new ordinary shares of RM0.10 each was issued pursuant to the exercise of options granted under the ESOS at the option price of RM0.785 per ordinary share.
b) On 14 February 2014, the Company proposed to undertake a private placement of up to ten percent (10%) of the existing issued and paid-up share capital of the Company. The Company proposes to utilise the proceeds from the private placement for partial repayment of bank borrowings and/or capital investment for jack-up drilling rig(s) and/or in the Mobile Offshore Production Unit (“MOPU”) and working capital.
12. Changes In Composition Of The Group

Save as disclosed below, there were no changes in the composition of the Group during the financial year ended 31 December 2013.
a) On 3 July 2013, the Company incorporated a wholly-owned subsidiary, known as Perisai Capital (L) Inc (“Perisai Capital”), a private limited company incorporated in Labuan, Malaysia. The issued and paid-up share capital of Perisai Capital is USD1,000 comprising of 1,000 ordinary shares of USD1.00 each. 

b) On 18 July 2013, the Company incorporated two (2) new wholly owned subsidiary companies in Malaysia under the Companies Act 1965, the particulars of which are set out in the table below.

	Name of Company
	Authorised Share capital
	Issued and Paid-up Share capital

	Perisai Production Holdings Sdn Bhd


	RM400,000 divided into 400,000 ordinary shares of RM1.00 each.
	RM10

	Perisai Drilling Holdings Sdn Bhd
	RM400,000 divided into 400,000 ordinary shares of RM1.00 each.
	RM10


The incorporation of the above subsidiaries is in furtherance to future strategic plans that the Perisai Group will undertake.
c) On 21 August 2013, the Company completed the acquisition of a 51% equity interest in Emas Victoria (L) Bhd (“Emas Victoria”) and Victoria Production Services Sdn Bhd (“Victoria Production”) from EOC Limited (“EOC”) for a purchase consideration of USD89.25million and RM51 respectively as disclosed in Note B6. Upon completion of the acquisitions, Emas Victoria and Victoria Production became 51% jointly controlled entities of the Company.
d) On 26 December 2013, the Company completed the disposal of 49% equity interest in SJR Marine (L) Ltd (SJR) to EOC Limited for a total consideration of USD41.3million . The total consideration was derived based on the adjusted net asset value of SJR as at 26 December 2013 which was higher than the Purchase Price of USD 37million pursuant to Clause 3.7 of the Share Sales Agreement dated 30 November 2012. Upon completion of the disposal, SJR became 51% jointly controlled entity of the Company. The effect of the disposal on the financial position of the Group is shown in Note 15 below.
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 year ended 31 December 2013.
Corporate Guarantee of RM534.27million issued by the Group for banking facilities granted to its joint ventures. 
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 year ended 31 December 2013.
15. Discontinued Operations

In accordance with MFRS 5, the assets and liabilities of SJR Marine (L) Ltd a wholly-owned subsidiary of Perisai have been presented on the consolidated statement of financial position as a disposal group held for sale and results from these subsidiaries are presented separately on the consolidated income statement as discontinued operations.

On 26 December 2013, the Company completed the disposal of 49% equity interest in SJR Marine (L) Ltd as mentioned in Note B6. 
Statement of profit or loss and statement of cash flow disclosures 

The results and cash flow attributable to the discontinued operation for the financial year ended 31 December 2013 are as follows:

	
	Individual Period
	Cumulative Period

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

	
	31 December 2013
	31 December    2012
	31 December  2013
	31 December   2012

	
	RM’000
	RM’000
	RM’000
	RM’000

	The results attributable to the discontinued operations are as follows:
	
	
	
	

	Revenue
	538
	17,171
	51,340
	69,475

	Expenses
	(5,711)
	(7,063)
	(16,468)
	(29,494)

	Profit before tax of discontinued operations
	(5,173)
	10,108
	34,872
	39,981

	Income tax expense
	(87)
	-
	(107)
	(20)

	Profit for the  year from discontinued operations
	(5,260)
	10,108
	34,765
	39,961

	Gain on disposal of discontinued operations 
	9,712
	-
	9,712
	-

	Profit for the financial year
	4,452
	10,108
	44,477
	39,961

	
	
	
	
	

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

	Operating cash flows
	4,844
	16,274
	36,458
	44,506

	Investing cash flows
	7,512
	-
	(2,518)
	-

	Financing cash flows 
	(15,446)
	(8,980)
	(44,516)
	(51,800)

	Total cash flows
	(3,090)
	7,294
	(10,576)
	(7,294)

	
	
	
	
	


Effects of disposal on the statement of financial position of the Group:


	
	        2013

     RM’000

	Property and equipment
	258,461

	Trade receivables
	    7,063

	Other receivables, deposits and prepayment
	       365

	Cash and bank balances
	    9,115

	Trade payables
	      (21)

	Other payables
	  (3,302)

	Amount owing to shareholders
	(13,413)

	Borrowings

Provision for taxation
	   (117,177)

    (112)

	Total net assets
	140,979

	Add: Goodwill
	121,666

	
	262,645

	Add: Translation differences 
	    5,870

	Consideration:
	

	- Part settlement of EOC shares
	    (122,007)

	- Cash consideration 
	  (14,324)

	Fair value of retaining interest
	(141,896)

	Gain on disposal of subsidiary 
	    (9,712)

	
	

	Cash consideration receivable 
	    14,324

	Less: Cash and cash equivalent of  subsidiary disposed
	     (9,115)

	Disposal of discontinued operations, net of cash and cash equivalents 
	     5,209

	
	


16. 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 December 2013.
	
	RM’Million

	Capital expenditure
	

	Approved and contracted for:
	

	Construction of three (3)  Jack-up Drilling rigs
	1,779.58


17. Significant Related Party Transactions
Save as disclosed below, there were no significant related party transactions during the financial year ended 31 December 2013.

The recurrent related party transactions with the Group are as follows:-

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 December 2013
	31 December     2012
	31 December 2013
	31 December      2012

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Bareboat charter of vessels to Emas Offshore Pte. Ltd.* 
	3,886
	3,598
	14,928
	14,476

	
	
	
	
	

	Bareboat charter of vessels to Emas Offshore (M) Sdn. Bhd.* 
	7,080
	6,554
	27,200
	26,375

	
	
	
	
	

	Vessel maintenance expenses charged by Emas Offshore Services Pte. Ltd*
	2
	162
	170
	644

	
	
	
	
	

	Vessel maintenance expenses charged by Emas Offshore Services (M) Sdn Bhd*
	408
	-

	856

	-


	
	
	
	
	

	Agency fee charged by Larizz Petroleum Services Sdn. Bhd.#
Secondment of personnel to Victoria Production Services Sdn Bhd^
	45

249
	45

-
	180
249
	180
-

	
	
	
	
	


*The transactions above involving Emas Offshore Pte Ltd, Emas Offshore (M) Sdn Bhd,  Emas Offshore Services (M) Sdn Bhd and Emas Offshore Services Pte Ltd  which are wholly owned subsidiaries of Ezra Holdings Limited (“Ezra”), an indirect major shareholder of Perisai. 

#Agency fees charged by Larizz Petroleum Services Sdn Bhd (“LPSSB”) is a recurrent related party transaction as Encik Zainol Izzet Bin Mohamed Ishak is a director and one of the substantial shareholder of Perisai and a major shareholder of LPSSB.
^The transactions above involving Victoria Production Sdn Bhd being a Joint Venture Company between Perisai and EOC Limited ("EOC"). EOC is a 45.7% associate company of Ezra. Ezra is an indirect major shareholder of Perisai. 

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

For the financial year ended 31 December 2013, the Group generated total revenue from continuing operations of RM 111.66million, which represent a decrease of RM16.71million as compared to RM128.37million in the corresponding year ended 31 December 2012.

The decrease was mainly due to the Rubicone (Mobile Offshore Production Unit) had completed her charters in September 2013.   

The profit before tax (“PBT”) from continuing operations for the financial year ended 31 December 2013 amounted to RM38.03million, which represents a decrease of RM15.24million as compared to RM53.27million in the corresponding year ended 31 December 2012.

The decrease was mainly due to lower revenue generated as mentioned above, depreciation adjustment as reflected in the cost of sales and additional financing cost incurred. In addition, there was no recurrent bargain purchase gain from the acquisition of subsidiaries as recognised in other income and the impairment loss in associates as reflected in operating expenses. The decrease was also mitigated by profit contributions from Perisai’s new jointly controlled entity which owned the Floating Production, Storage and Offloading unit (“FPSO”).
The total profit net of tax for the current financial year ended 31 December 2013 amounted to RM82.42 million which represent a decrease of RM36.41million as compared to RM118.83million in the corresponding financial year ended 31 December 2012. The decrease was mainly due to the same reasons as mentioned in the immediate paragraph above and the reversal of deferred tax in the previous financial year as reflected in the profit from continuing operations.  In addition the decrease was also due to lower revenues generated from Enterprise 3 (Derrick Pipe Lay Barge) upon completion of her charter in September 2013. It was however mitigated by no depreciation charge is required under the provisions of MFRS 5 “Non- Current Assets Held For Sale and Discontinued Operations” for assets which are held for sale and the gain on subsequent disposal of 49% equity interest in SJR Marine (L) Ltd as reflected in the profit from discontinued operations.
For the financial quarter ended 31 December 2013, the Group generated total revenue from continuing operations of RM13.85million, a decrease of RM17.98million as compared to RM31.83million (restated) in the corresponding quarter ended 31 December 2012.  The decrease was mainly due to the Rubicone (Mobile Offshore Production Unit) had completed her charters in September 2013.
The loss before tax (“LBT”) from continuing operations for the financial quarter ended 31 December 2013 amounted to RM0.81million, an improvement of RM10.84million as compared to LBT of RM11.65million (restated) in the corresponding quarter ended 31 December 2012.

The net decrease was mainly due to the same reason as explained in the 4th paragraph above for the financial year ended 31 December 2013 above save for the bargain purchase gain. 

The total profit net of tax from both continuing and discontinued operations for the current financial quarter ended 31 December 2013 amounted to RM3.60million which represent a decrease of RM23.99 million as compared to RM27.59million in the corresponding financial quarter ended 31 December 2012. 

The decrease was mainly due to the same reason as explained in the 5th paragraph above for the financial year ended 31 December 2013.

2. Material Change in Profit Before Tax (“PBT”) In Comparison to the Preceding Quarter

For the current financial quarter ended 31 December 2013, the Group recorded a LBT of approximately RM0.81million as compared to PBT of RM13.92 million in the preceding quarter.

The decrease was mainly due to lower revenue generated in the current financial quarter ended 31 December 2013 which was further mitigated by profit contributions from Perisai’s new jointly controlled entity which owned the FPSO and the gain on subsequent disposal of 49% equity interest in SJR Marine (L) Ltd
3. Future Prospects 
Perisai Kamelia, a Floating Production, Storage and Offloading unit commenced its 3 years contract in November 2013 and  is expected to continue contribute positively to the profit of Perisai.

All the eight (8) offshore support vessels have long term charter until August 2015.

Both Enterprise 3(Derrick Pipe Lay Barge) and Rubicone (Mobile Offshore Production Unit) had completed their respective charters in September 2013. Perisai is exploring various opportunities for these two (2) assets presently. Perisai Group’s profit is expected to have an impact in the event there are no new charters secured for the two (2) assets. 

The two (2) jack up rigs currently under construction would facilitate Perisai’s entry into the offshore drilling segment specifically in Malaysia and in the Asia Pacific region. It is also expected that both rigs will contribute to revenue and earnings growth of Perisai Group after the planned delivery of the drilling rigs in June 2014 and second quarter of 2015 respectively. The jack-up drilling rigs 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. In December 2013, Perisai has further committed to construct a third (3rd) jack up rig which is expected to be delivered by July 2016.  This would enable Perisai to further enhance its position to meet the strengthening global demand and achieve economies of scale to its drilling division.

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 31 December 2013.

5. Income Tax Expense
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 December 2013
	31 December     2012
	31 December 2013
	31 December     2012

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Based on result for the period from continuing operations
	
	
	
	

	- Current period provision
	44
	-
	85
	20

	- Deferred taxation
	-
	(29,133)
	-
	(25,613)

	
	44
	(29,133)
	85
	(25,593)

	
	
	
	
	


The effective tax rate for the current quarter and financial year ended 31 December 2013 were 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. Corporate Proposal
The status of corporate proposals of Perisai which have been announced but pending completion are as follows;-

On 30 November 2012, Perisai had entered into a Share Sales Agreement (“SSA”) with EOC Limited (“EOC”) for the following proposals:
a. acquisition of 89,250,000 ordinary shares of USD1.00 each in Emas Victoria (“Emas Victoria Share”) comprising 51% equity interest in Emas Victoria for a purchase consideration of USD89,250,000 (equivalent to approximately RM271,810,875);

b. acquisition of 51 ordinary shares of RM1.00 each in Victoria Production (“Victoria Production Shares”) comprising 51% equity interest in Victoria production for a purchase consideration of RM51; and 

c. disposal of 2,000,000 ordinary shares of USD1.00 each in SJR Marine(“SJR Marine Shares”) comprising 50% equity interest in SJR Marine for a total consideration of USD37,000,000(equivalent to approximately RM112,683,500)

to be satisfied in the following manner:

a. RM51 in cash;
b. USD52,250,000(equivalent to approximately RM159,127,375) will be settled via the issuance of 144,661,250 Consideration share at an issue price of RM1.10 per Perisai Share; and 

c. The balance of USD37,000,000 (equivalent to approximately RM112,683,500) will be set off against the disposal consideration of the Proposed Disposal).
i. Proposed increase in authorised share capital of Perisai from RM100,000,000 comprising 1,000,000,000 Perisai Shares to RM500,000,00 comprising 5,000,000,000 Perisai shares by the creation of 4,000,000,000 new Perisai Shares.
ii. Proposed amendments to the Memorandum of Association of Perisai in respect of the Proposed Increase in Authorised Share Capital.

iii. On 28 March 2013, Perisai had entered into a second supplemental to the SSA to vary certain terms and conditions of the SSA in relation to the proposals, mainly Perisai shall dispose 1,960,000 SJR Marine shares comprising 49% equity interest in SJR Marine at the same disposal consideration of USD37,000,000(equivalent to approximately RM114,663,000).
iv. On 28 June 2013, Perisai had entered into a third supplemental agreement to the SSA to vary certain terms and conditions of the SSA (“Third Supplemental Agreement”) in relation to the Proposals.


Pursuant to the Third Supplemental Agreement, EOC and Perisai had mutually agreed to the following: 

a) The completion of the Proposed Acquisitions shall be on the Unconditional Date or such other date as both parties may mutually agree to in writing. 

b) The completion of the Proposed Disposal shall be the due date of the first payment under the Charter Party and O&M Agreement or such other date as both parties may mutually agree to in writing.
c) As the Approval Period will be expiring on 30 June 2013 and certain Conditions Precedent have yet to be fulfilled, the Approval Period will be extended for a further period, commencing from 1 July 2013 up to 15 August 2013. 

Save for the above, all other terms and conditions of the SSA remain unchanged.

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

i. the shareholders at an EGM, which was obtained on 25 June 2013;

ii. Bursa Securities for the listing of and quotation for the Consideration Shares on the Main

Market of Bursa Securities, which was approved by Bursa Securities via its letter dated

22 May 2013;

iii. Labuan Financial Services Authority, which was obtained on 1 March 2013; and

iv. any other relevant authorities/parties if required.

The proposed increase in authorised share capital and the proposed amendments are subject to approvals being obtained from the following;

i. the shareholders at an EGM, which was obtained on 25 June 2013; and

ii. any other relevant authorities, if required

The proposed acquisitions, proposed disposal, proposed increase in authorised share capital and proposed amendments are inter-conditional upon each other.

On 21 August 2013, Perisai completed the proposed acquisitions of Emas Victoria and Victoria Production.

On 26 December 2013, Perisai completed the proposed disposal of SJR Marine, marking the completion of the Proposed Corporate Exercises.

(a) Status of Utilisation of Proceeds

The proceeds raised during the private placement were approved for the following activities and status on the funds utilised as at 26 February 2014 are summarised below:
	Purpose
	Approved Utilisation

RM’ Million
	Amount

Utilised

RM’ Million
	Expected Time Frame For The Full Utilisation

	Repayment of bank borrowings and/or capital investment for jack-up drilling rig(s)


	72.69
	72.69
	Fully Utilised

	*Working capital :
	
	
	

	- working capital relating to the jack-up rig including, amongst others, project management, consultation expenses and other related services during the construction stage
	6.70
	6.70
	Fully Utilised 

	- Pre operational expenses of the rig, including, amongst others, salaries and wages and staff training 
	4.02
	4.02
	Fully Utilised 

	-Management and administrative expenses of the Group
	2.68
	2.68
	Fully Utilised

	Estimated listing expenses
	1.60
	1.60
	Fully utilised

	Total
	87.69
	      87.69
	



* The actual amount raised was RM87.69 million as compared to the initial announcement of RM84.29 million  and the surplus of RM3.4 million was proportionately added to the working capital
7. Borrowings And Debt Securities

The Group’s borrowings and debt securities as at 31 December 2013 are as follows:

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	
	
	

	Secured
	
	

	- Term loan
	72,362
	214,362

	- Hire purchase 

- Multicurrency medium term note (“MTN”)
	110
-
	391
57,270

	- Bank overdraft
	9,540
	-

	Total 
	82,012
	272,023

	
	
	


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

	
	RM’000
	RM’000

	
	Equivalent
	Equivalent

	
	
	

	Ringgit Malaysia
	9,650
	391

	US Dollar

SG Dollar
	72,362
-
	214,362
57,270

	Total 
	82,012
	272,023

	
	
	


8. Prepayment

Included in the prepayment is an initial 10% deposit paid and a subsequent 10% deposit provision amounting to RM136.26million (USD41.6 million) for the design, construction, equipping, commissioning and delivery of  the second (2nd) jack up drilling rig and the first disbursement of  RM3.28 million (USD1 million) for the third  (3rd )Jack up Drilling Rig.
9. Other Receivables
Included in other receivables is a 20% deposit paid amounting to RM136.26 million (USD41.6million). for the design, construction, equipping, commissioning and delivery of the first (1st) Jack up Drilling Rig.
10. Other Payables

Included in other payables is a 10% provision RM67.18 million (USD20.8million) for the design, construction, equipping, commissioning of the second Jack up Drilling Rig.

11. Changes In Material Litigation 
There were no material litigation for the financial quarter ended 31 December 2013 save for the claim below:

SJR Marine had on 2 April 2009 commenced an arbitration proceeding in London in accordance with the London Maritime Arbitrators Association against Superior Energy Services LLC ("Respondent") in respect of breach by the Respondent of three agreements between the parties namely:

(i)
Losses arising from the Respondent’s breaches of the Bareboat Charterparty Agreement dated 13 July 2006 (“Bareboat Charterparty”) for the sum of USD1,173,357.13 (equivalent to approximately RM3,360,132.29);

(ii)
Losses arising from the Respondent’s breaches of the Vessel Purchase Agreement dated 13 July 2006 (“Vessel Purchase Agreement”) for the sum of USD16,200,107.00 (equivalent to approximately RM50,119,891.04);

(iii)
Losses arising from the Respondent’s breach of the Settlement Agreement dated 19 June 2008 for the sum of USD1,387,843.23 (equivalent to approximately RM4,293,709.38), arising from the Respondents’ wrongful call for payment under the letter of credit; and

(iv)
Costs and interest thereon,

SJR Marine had further filed its point of claim against the Respondent on 7 December 2009 and the Respondent had filed its defence and counterclaim against SJR Marine in the sum of USD6,993,456.47 (equivalent to approximately RM21,636,355.63) on 7 March 2010. Further to the counterclaim made by the Respondent, SJR Marine had filed its points of reply and defence to counterclaim on 27 May 2010. Subsequently, SJR Marine had submitted its questionnaire to the tribunal on 1 December 2011 and awaiting the submission of the same by the Respondent.

The solicitors are of the view that SJR Marine is likely to succeed in its claims against the Respondent under the Vessel Purchase Agreement for the late delivery of the vessel and defects and non-provision of davits to the vessel and under the Bareboat Charterparty for crew wages. However, the solicitors are of the view that SJR Marine’s claim for repair costs, downtime and overpayment of hire under the Bareboat Charterparty is arguable due to the lack of documentary evidence at this stage.
SJR Marine is a 51% joint ventures of Perisai.
12. Dividends Payable

There were no dividends declared for the financial year ended 31 December 2013.
13. Earnings Per Share ("EPS")

Basic earnings per share is calculated by dividing the profit attributable to the owners of the Company by the weighted average number of ordinary shares in issue during the financial year, excluding treasury shares held by the Company. 
(a) Basic Earnings Per Share 
	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 December 2013
	31 December 2012
	31 December 2013
	31 December 2012

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	(Restated)
	
	

	Profit/(loss) from continuing operations 
	(3,875)
	(549)
	27,282
	52,213

	Profit from discontinued operations
	4,452
	10,108
	44,477
	39,961

	Profit attributable to owners  of the Company net of tax
	577
	9,559
	71,759
	92,174

	
	
	
	
	

	Weighted Average/Number of ordinary shares in issue (‘000) 
	1,084,102
	851,375
	983,813
	848,968

	
	
	
	
	

	Basic earnings per share (sen):
	
	
	
	

	- from continuing operations
	(0.36)
	(0.06)
	2.77
	6.15

	- from discontinued operations
	0.41
	1.19
	4.52
	4.71

	Total (sen)
	0.05
	1.13
	7.29
	10.86


(b) Diluted Earnings Per Share

	
	Individual Period
	Cumulative Period

	
	Current Year Quarter


	Preceding Year Corresponding Quarter
	Current Year To Date


	Preceding Year Corresponding Period

	
	31 December 2013
	31 December 2012
	31 December 2013
	31 December 2012

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	(Restated)
	
	

	Profit/(loss) from continuing operations
	(3,875)
	(549)
	27,282
	52,213

	Profit from discontinued operations
	4,452
	10,108
	44,477
	39,961

	Profit attributable to owners of the company net of tax
	577
	9,559
	71,759
	92,174

	
	
	
	
	

	Weighted Average/Number of ordinary shares in issue (‘000) 

Effect of dilution (‘000)
	1,084,102
	851,375


	983,813
	848,968

	·  Share options
	12,528
	6,927
	12,478
	3,562

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	1,096,630
	858,302
	996,291
	852,530

	Diluted earnings per share (sen):
	
	
	
	

	- from continuing operations
	(0.36)
	(0.06)
	2.74
	6.12

	- from discontinued operations
	0.41
	1.17
	4.46
	4.69

	Total (sen)
	0.05
	1.11
	7.20
	10.81


14. Realised and Unrealised Retained Earnings
	
	
	

	
	As at
	As at

	
	31 December 2013
	31 December 2012

	Total retained earnings
	RM’000
	RM’000

	Company and subsidiaries
	(Unaudited)
	(Audited)

	- realised profit
	523,007
	341,183

	- unrealised profit
	1,294
	567

	
	524,301
	341,750

	Associates
	
	

	- realised profit/(loss)
	976
	(122)

	- unrealised loss
	542
	-

	
	1,518
	(122)

	
	
	

	Jointly controlled entities
	
	

	- realised profit/(loss)
	6,146
	-

	- unrealised loss
	2
	-

	
	6,148
	-

	
	
	

	Less: Group consolidated adjustments
	(246,022)
	(127,441)

	Total Group retained earnings as per unaudited consolidated financial statements
	285,946
	214,187

	
	
	


15. Notes to Condensed Consolidated Statements of Comprehensive Income
	
	Current Year Quarter

3 months

31.12.2013

RM’000
	Current Year Todate

12 months

31.12.2013

RM’000

	Profit /(loss) before tax is arriving at after charging/(crediting):
	
	

	  Interest income
	(41)
	(461)

	  Other income 
	(238)
	(675)

	  Interest expenses
	3,546
	11,602

	  Depreciation and amortisation
	9,189
	39,715

	  Realised foreign exchange gain
	(1,020)
	(4,473)

	  Unrealised foreign exchange gain
	810
	(389)

	  Realised foreign exchange loss
	(4)
	2

	  Unrealised foreign exchange loss
	2
	2

	  Gain on disposal of subsidiary
	(9,712)
	(9,712)

	  Loss on disposal of plant and equipment
	-
	55


16. Financial Instruments
Details of derivative financial instruments outstanding as at 31 December 2013 are set out below:

	Type of derivative
	Contract/Notional Amount
	Fair value

liabilities 

	
	RM’000
	RM’000

	CCRIS
	
	

	-less than 1 year

	nil
	nil

	-1 year to 3 years
	54,044
	1,443

	-More than 3 years
	nil
	Nil


On 16 October 2013, the Group entered into cross currency interest rate swap (“CCIRS”) to hedge against fluctuations in the USD/SGD exchange rate on its SGD770million MTN. The Group will pay USD in exchange of receiving SGD at a pre-determined exchange rate of SGD1.248 to USD1.00 upon maturity in 2016 according to the scheduled repayment of the MTN. 

(i) The risks associated to the derivative financial instruments are as follows:

Market risk

Market risk arises on changes in foreign currency rates. The Group entered into CCIRS to hedge the fluctuations in the USD/SGD exchange rate. However, if the market rate of the USD/SGD exchange rate moves below SGD 1.248/USD1.00, the Group is exposed to fair value risk and the losses shall be recognised on the statement of profit or loss. 
Credit risk

The Group is exposed to credit risk if one counterparty to the CCIRS fails to meet its obligations over the life of the CCRIS. The Group has entered into the CCIRS with creditworthy financial institutions to minimise the risks. The Directors are of the opinion that the possibility of non-performance by these financial institutions is remote on the basis of their financial strength.

(ii) Cash flow requirements of the derivatives

There was no cash flow requirement from the Group to the counterparties when the CCIRS was executed as fees and costs associated with the CCIRS have been incorporated into the fixed interest rate that each of the counterparties charge as part of the CCIRS structure. 
(iii) Policies in place for mitigating or controlling the risks associated with those derivatives 

The Group’s activities expose it to a variety of financial risks, including market risk (interest rate risk and foreign currency risk), credit risk and liquidity risk. The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s financial performance. The Group uses derivative financial instruments to hedge designated risk exposures of the underlying hedge items and does not enter into derivative financial instruments for speculative purposes. 

Risk management is carried out by a group treasury department under a policy approved by the Board of Directors. The policy provides written principles for overall risk management, as well as written policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk and use of derivative financial instruments. 

(b) Disclosure of gains/losses arising from fair value changes of financial liabilities 

The Group determines the fair value of the derivative financial liabilities relating to the CCIRS using valuation technique which utilises data from recognised financial information sources. Assumptions are based on market conditions existing at each reporting date. The fair value is calculated as the present value of the estimated future cash flow using an appropriate market based yield curve. 

As a result, the Group has recognised a fair value loss of RM1.44 million on remeasuring the fair value of the derivative financial instrument in equity in the cashflow hedging reserve of which RM0.81 million was reclassified to the profit or loss to offset against the unrealised foreign exchange gain of RM0.81 million which arose from the strengthening of USD against SGD. The remaining balance of RM0.64 million in the cash flow hedging reserve as at 31 December 2013 represents the deferred fair value losses relating to the CCIRS. 

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 26 February 2014.
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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