EDEN ENTERPRISES (M) BERHAD (36216-V)
(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT
FOR THE FOURTH QUARTER AND 12 MONTHS ENDED 31 DECEMBER 2003

1.
Accounting Policies and Methods of Computation


The interim financial report are audited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Malaysia Securities Exchange Berhad (“MSEB”).
The interim financial statement should be read in conjunction with the audited financial statement of the Group for the financial year ended 31 December 2002. These explanatory notes attached to the interim statement provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002. 

The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the annual financial statement for the year ended 31 December 2002 except for the adoption of MASB 25 to MASB 30 which become effective for the financial year end 31 December 2003.  The effect of adoption of MASB 25 is summarized in Statement of Changes in Equity and further disclosed in Note 23 to the report.

In the current quarter, one of the subsidiary changed its accounting policy on livestock capitalization and amortize over its estimated useful life to better reflect the estimated useful life of the current livestock purchased. The change in accounting policy should be adopted prospectively as the effect to the opening balances of retained earnings of the prior and current year cannot be reasonably determined.

2.
Auditors’ Report on Preceding Annual Financial Statements

 
The annual audited financial statements of the Group for the year ended 31 December 2002 were reported without any qualification but there was an “except for” statement on the qualification made by the auditor of an overseas subsidiary company.


The group’s auditors while forming an opinion that the financial statement of the Group and the Company have been drawn up in accordance with the provisions of the Companies Act 1965 and applicable Approved Accounting Standards in Malaysia so as to give a true and fair view of the financial position of the group, made a qualification to their report in reference to the qualification made by the auditors of a subsidiary company. The auditors of Hainan Eden Underwater World Co. Ltd differ in the opinion with a prior year adjustment for provision of impairment in value of the assets amounting to RM 7,578,842. The Directors are of the opinion that certain terms of the “Land Use Rights” held by the subsidiary indicate a possibility that the net carrying value may have become impaired. While the auditors of the above subsidiary differ in their opinion as they are of the opinion that there were indications that the land is not considered idle such that the local authorities shall not repossess the land. 

The differences in opinion between the Directors and the auditors have not been resolved as there is no confirmation from the local authority that they will not revoke the land use rights although the earlier documentation on the land indicate a possibility that the Land Use Right can be revoked by the authorities. 

3.
Comments About Seasonal or Cyclical Factors 

There is no seasonal or cyclical effect on the infrastructure, power and manufacturing division except for the performance of food & beverages and leisure division of which demand  during the major festivals and long school holiday periods drastically increased. 
4.
Nature and Amount of Items affecting Assets, Liabilities, Equity, Net Income, or Cash Flows that are Unusual because of their Nature, Size, or Incidence.


There were no unusual items during the current quarter under review of which the nature, size, or incidence of the transactions will materially affect the assets, liabilities, equity, net income, or cash flows of the Group except for gain on disposal of a subsidiary recognized in the income statement and the effects of changes in accounting policy. Further details on effects of the disposal and changes in accounting policies are disclosed in Note 15 and Note 23 respectively.

5.
Material Changes in Estimates

There were no major changes in accounting estimates used in the preparation of the financial statements in the current financial quarter as compared with the previous financial quarters or previous financial year. 

6.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debts and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial period to date.
7.
Dividend Paid

There were no dividends paid to the shareholders for the current financial period to date.

8.
Segment Information


By Business Segment

	
	3 months ended

31 Dec 2003

RM’000
	
	12 months ended

31 Dec 2003

RM’000

	Segment Revenue
	
	
	

	    Power Generation
	29,169
	
	102,415

	    Manufacturing
	5,739
	
	20,528

	    Leisure
	2,656
	
	6,717

	    Food Industry
	1,180
	
	4,729

	    Investment and Management
	-
	
	-

	    Food & Beverages
	5,066
	
	20,475

	    Property Development
	12
	
	84

	    Total Revenue
	43,822
	
	154,948

	       Elimination
	(458)
	
	(400)

	    Group Revenue
	43,364
	
	154,548


8.
Segment Information (cont’d)


By Business Segment

	
	3 months ended

31 Dec 2003

RM’000
	
	12 months ended

31 Dec 2003

RM’000

	
	
	
	

	Segment Results
	
	
	

	    Power Generation
	6,042
	
	13,794

	    Manufacturing
	520
	
	883

	    Leisure
	607
	
	1,167

	    Food Industry
	(184)
	
	(83)

	    Investment and Management
	(2,434)
	
	(2,022)

	    Food & Beverages
	1,819
	
	132

	    Property Development
	(11)
	
	(4)

	    Total Revenue
	6,359
	
	13,867

	       Elimination
	190
	
	(5,822)

	    Profit Before Tax
	6,549
	
	8,045



The activities of the Group are predominantly carried out in Malaysia, as such, segmental reporting by geographical location is not presented.

9.
Valuation of Property, Plant & Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statement.

10.
Material Events Subsequent to the end of the Interim Period 

          There were no material events subsequent to the end of the interim period except for the followings:

(i) Claims by the plaintiffs to Eden Gourmet Sdn Bhd as reported in previous quarter are no longer applicable to the Group in conjunction of the disposal of the said subsidiary. As a result of the disposal, Eden Enterprises (M) Berhad is no longer liable for the above legal action.
(ii) Legal action taken by Sriwani Holdings Berhad on 13th February 2004 for  repayment of outstanding debts owed by the company and its subsidiaries amounting to RM3,043,537.97 as disclosed in note 24(d). 

11.
Composition of the Group


The changes in the composition of the Group during the Quarter under review is the disposal of the entire shares of Eden Gourmet Market Sdn Bhd. on 30 December 2003 for a cash consideration of RM2.00. Upon the aforesaid disposal, Eden Gourmet Market Sdn. Bhd. is no longer a subsidiary to Eden Enterprises (M) Berhad.
12.
Contingent Liabilities and Contingent Assets
There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2002 except for the claim made on accrued rentals and interest charges on delayed payment by a third party on the subsidiaries, namely, Star Vor Sdn. Bhd. and Eden Floating Palace Sdn. Bhd. which amounted to RM117,256 and RM693,705 respectively.

13.
Capital Commitments

The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 December 2003 is as follows: 









 RM ‘000

Approved and contracted for



                 14,476    

           






=======

14.  Review of Performance of the Company and its Principal Subsidiaries

The Group’s revenue for the current financial period ended 31 December 2003 increased to RM 154,548,000 from RM 76,133,000 in the prior financial period ended 31 December 2002 while the profit before taxation recorded at RM 8,045,000 compared to RM 14,669,000 loss for the respective periods. The improvement in the performance for the financial period was mainly contributed from the effect of a full year’s result of the power division which is included in the Group as compared to 3 months result in the previous year. However the food & beverages division registered a significant decrease in revenue from RM38,089,000 in 2002 to RM20,475,000 due to SARS outbreak in the second quarter and also the closure of operations of two subsidiaries.

The Group’s revenue for the final quarter ended 31 December 2003 increased to RM 43,364,000 from RM 40,126,000 in the quarter ended 31 December 2002 while the profit before taxation increased to RM 6,549,000 from RM 7,973,000 loss for the corresponding preceding quarter. The favourable result is due to better performance from the core businesses of the Group which is the power and food & beverage division.

15.
Comments on Material Change in Profit Before Taxation

The Group’s profit before taxation for the current quarter ended 31 December 2003 of RM 6,549,000 represent an increase of RM 6,165,000 or 1605% from the previous quarter ended 30 September 2003. The profit is mainly contributed from the disposal of one of its subsidiary amounting to RM 2,825,000 , interest income, improvement in power and food & beverages division. 
16.
Variance from Forecast Profit and Profit Guarantee

This is not applicable to the group.

17.
Taxation

	
	
	
	3 months
	12 months

	
	
	
	ended
	ended

	
	
	
	31 Dec 2003
	31 Dec 2003

	
	
	
	RM'000
	RM'000

	
	Corporate Taxation
	
	
	

	
	- current year provision
	701
	796

	
	- under/(over) provision  in respect of prior years

Deferred taxation
	

 (42)

4,096
	29

4,096

	
	
	4,755
	4,921

	
	Share of taxation of associated company
	
	                46
	46

	
	
	
	4,801
	4,967

	
	
	
	
	
	


17.
Taxation (Cont’d)


Provision for taxation for the current quarter and financial year is calculated based on the taxable profit attributable from certain profit making subsidiaries.


The effective tax rate of the Group is higher than the statutory rate of taxation due to several companies making losses during the year and these losses cannot be set off against profits made by other companies in the Group.

18.
Profits/(Loss) on Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments and properties for the quarter ended 31 December    2003.  
19.  Purchase or Disposal of Quoted Securities

(i)  There were no purchase or disposal of quoted investments for the quarter ended 31 December 2003; and

(ii)  The Group does not hold any investment in quoted securities as at 31 December 2003.
20.
Corporate Proposals

There were no corporate proposals announced by the company during the final quarter.

21.
Group Borrowings

Group borrowings and debt securities as at 31 December 2003 all denominated in Ringgit Malaysia are:

	
	
	
	
	
	
	
	RM'000
	

	
	(a)   Short term borrowings
	
	
	
	
	

	
	
	Unsecured
	
	
	
	
	-
	

	
	
	
	
	
	
	
	
	

	
	
	Secured
	
	
	
	
	34,800
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	34,800
	


	
	(b)   Long term borrowings
	
	
	
	
	

	
	
	Unsecured
	
	
	
	
	15,314
	

	
	
	
	
	
	
	
	
	

	
	
	Secured
	
	
	
	
	141,982
	

	
	
	
	
	
	
	
	157,296
	

	
	
	
	
	
	
	
	
	


22.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk during the current quarter ended 31 December 2003.

23.
Prior Year Adjustment

The changes in accounting policies have been adopted retrospectively, and comparatives figures have been restated. The effects of changes in accounting policies are as follows:

	
	2003
	2002

	
	RM’000
	RM’000

	Effects on Retained Profits:
	
	

	At 1 January, as previously stated
	(62,087)
	(50,289)

	Provision for impairment loss
	-
	(7,579)

	Effects of adopting MASB25
	572
	544

	As at 1 January, as  restated
	(61,515)
	(57,324)

	
	
	

	Effects on Net profit/(loss) for the period
	
	

	Net profit before changes in 

       Accounting policies
	4,953
	(16,112)

	Effects on adopting MASB 25
	(2,072)
	(71)

	Net profit for the year as  restated
	2,881
	(16,183)


Comparative amounts as at 31 December 2002 have been restated as follows:

	
	Previously stated

RM’000
	Adjustments

RM’000
	Restated

RM’000

	
	
	
	

	Goodwill
	45,771
	(40,608)
	5,163

	
	
	
	

	Deferred tax assets
	-
	40,644
	40,644

	
	
	
	

	Minority interest
	5,409
	(11)
	5,398

	
	
	
	

	Taxation
	234
	(52)
	182

	
	
	
	

	Deferred Taxation
	679
	(373)
	306


24.
Material Litigation 

(a)
On 29 May 2000, Cur (Far East) Sdn Bhd (“Cur”) was served with a letter of demand by LKE Electric (M) Sdn Bhd (“LKE”) on the basis that Cur had defame and disparage LKE and had acted maliciously by sending a letter to LKE’s former parent company, LK Denmark, pertaining to a product identified as Neozed Doz Fuse 35 Amp (“the product”) marketed by LKE (“the letter”). The solicitors of LKE had demanded on behalf of their client an apology and an unstipulated sum as compensation for the substantial and grave damage caused by Cur in relation to the contents of the letter. In response, Cur’s solicitors had replied in their letter dated 6 June 2000 explaining that the letter was merely to seek information from LK Denmark as the manufacturer of the product and that there was no malicious intent on the part of Cur. 

Thereafter, LKE had filed a suit in the High Court of Kuala Lumpur under suit number S2-23-34-2000 naming Mr. Lew Min Fatt (“Lew”) as the First Defendant and Cur as the Second Defendant for the sum of Ringgit Malaysia Five Million (RM5,000,000.00) for exemplary and aggravated damages and interest thereon at the rate of four per cent (4%) per annum. Subsequent thereto, Cur’s solicitors filed a Defense on behalf of Lew and Cur as well as an application to strike out LKE’s suit on grounds that the suit is scandalous, vexatious and frivolous. The application was subsequently heard and dismissed by the Court. LKE proceeded to fix the suit for 

24.
Material Litigation (Cont’d)

trial whereas the Defendant has filed in an application for security for cost. On 1 August 2002, this application was dismissed by the Court.

It is the opinion of Cur’s solicitors that Lew and Cur have a good chance in defending the suit for the reason that no defamatory remark was made of LKE, there was no publication of the remark to the public and that if there was any remark made it was not defamatory. The next mention date was fixed on 15th March 2004 for both parties to file Witness Statement of the suit.

(b)
On 20 June 2001, a writ of summons was filed into the Shah Alam High Court under   suit no. MT1-22-413-2001 wherein Mr Ting Kam Cheong (“Ting”) and NES Electric (M) Sdn Bhd (“NES”) were named as the 1st and 2nd Defendants respectively (“Ting and “NES” are hereinafter referred to collectively as “the Defendants”) by the Plaintiffs, LKE Electric (M) Sdn Bhd and Mr. Soh Kim Wat @ Soh Kim Leng for defamatory statements made by the Defendants against the Plaintiffs during an exhibition on 11 May 2001. The Plaintiffs are inter-alia claiming for the sum of RM1,500,000 as aggravated and exemplary damages with interest at the rate of 8% per annum calculated from the date of judgement to the date of full realisation and cost. The Defendants are defending the suit on the grounds that they have been misquoted and/or that the defamatory statements were never made and the outcome of which, in their solicitors opinion, depends on the proof or evidence produced by the Plaintiffs during trial and in the event the Defendants are found liable the amount awarded, which is at the Court’s discretion would not amount or exceed the sum claimed by the Plaintiffs.

The Defendants have filed in an application for security for cost which was heard on 24 May 2002 and 7 July 2002 which was subsequently dismissed by the Court. The Court has now fixed a date for trial on 18th August till 20th August 2004.

(c.)      On 4th November 2003, Eden Gourmet Market Sdn Bhd (EGMSB) was served summonses by 35   purchasers (“the Plaintiffs”) in relation to the Sale and Purchase Agreement dated on 13th April to 29th September 2000 between EGMSB as vendor and the Plaintiffs as purchasers of properties known as Taman Nuri, Nibong Tebal which are part of Lot no 1711, Mukim 11, Daerah Seberang Perai Selatan, Pulau Pinang (“the said properties”). The Plaintiffs are alleging late delivery by EGMSB of vacant possession to them of the said properties.


EGMSB has engaged a solicitor to defend the claim of which mentioned date has been fixed on 4th December 2003. In the opinion of EGMSB’s solicitor, EGMSB has a good chance in defending the suit for the reason that the vacant possession was delivered to the Plaintiffs within the period stipulated in the Sale and Purchase Agreement.


On 30 December 2003, Eden Enterprises had entered into a Share Sale Agreement with Encik Umar bin Alavi and Mr. Ravindran A/L Narayanan for the disposal of 1,000,000 ordinary shares of RM 1/- each in the capital of EGMSB representing 100% equity interests in EGMSB for a total consideration of RM2/-. As a result of the disposal,  Eden Enterprises is longer liable for the above legal action.

(d)
On 13th February 2004 Eden Enterprises (“Eden”) received a Shah Alam High Court Writ of 
Summons No. MT3-22-1081-2003 ("the Summons") with Sriwani Holdings Berhad ("the 
Plaintiff") as the plaintiff, Zil Enterprise Sdn Bhd (being a major shareholder of Eden, “the First 
Defendant”) as the first defendant and Eden as the Second Defendant.


In the Summons, the Plaintiff alleged that as at 30th September 2002, Eden and its subsidiaries owed the Plaintiff and/or its subsidiaries approximately RM3,043,537-97 (“the Sum”) by way of inter company debts and that the First Defendant had agreed to request Second Defendant to repay the Sum as soon as possible subject to proper documentation and verification. It was further alleged that the First Defendant further undertook as follows:

24.
Material Litigation (Cont’d)

a. the First Defendant does not have any objections to the cancellation of the guarantees provided by the Plaintiff and its subsidiaries and will request the Eden Group to provide their full cooperation in this matter; 

b. the Eden Group will be requested to repay inter-company debts to the Plaintiff and its subsidiaries as soon as possible, subject to proper documentation and verification; 

c. to use their best endeavours to request the Eden Group to perform their respective obligations, provided that it is within the governing laws, rule and regulations and requirement of the relevant authorities; 

d. to use their best endeavours to ensure that the Eden management does not willfully undertake measures that will adversely impact the Plaintiff’s position until completion of the Plaintiff’s corporate exercise provided that such act does not jeopardise the interests of Eden, its shareholders and directors. Further to this, the Plaintiff shall until the completion of its corporate exercise, keep Eden and its Board informed appropriately in writing of the progress of its corporate exercise and timeously inform Eden of any measures that would adversely impact the Plaintiff’s position. The Plaintiff alleged that the Board of Directors of Eden has in November 2002 passed a resolution (“Resolution”) of non-objection to the cancellation of the corporate guarantee of the Plaintiff to Bank Utama Bhd, Affin Bank Bhd and RHB Bank Bhd.  The Plaintiff claimed that by reason of the failure of the defendants to comply with their respective undertakings to the Plaintiff, the Plaintiff has suffered loss and damage and that further particulars of the loss will be given after discovery.

The Plaintiff is claiming against Eden the following :- 

a.
specific performance to comply with the resolutions stated in its letter allegedly  dated 25th  November 2002; 

b.
an order to repay to the Plaintiff and/or its subsidiaries the Sum; 

c.
damages to be assessed by the Court; 

d.
interest at the rate of 8% from the date of judgement to date of full settlement; costs; and such further or other relief and order the Court deems fit.


Eden has engaged solicitors to defend the claims set out in the Summons.


As the process of discovery has yet to be commenced while the Plaintiff has yet to furnish particulars of its alleged loss, and since the Plaintiff’s claims have not been adjudicated by the Court, there is no immediate loss as at this stage except for legal fees to be incurred in defending the Summons.

25.
Dividend


No dividend has been declared for the financial quarter ended 31 December 2003.

26.
Earning/(Loss) Per Share

	The basic  earning  per  share  of  the Group after taking  into account  the  Acquisition  and  Capital  Reduction  Exercise  is  calculated by dividing the net profit of the financial period by the weighted
	

	Average number of ordinary shares of  RM1.00 as follows :

	
	
	
	
	
	
	

	
	
	3 months ended

31 Dec 2003

RM’000
	12  months ended

31 Dec 2003

RM’000

	
	
	RM
	
	RM


	
	

	Consolidated Profit/(Loss) after tax and 

Minority Interest (MI) (RM’000)
	(A)
	   1,641                 
	
	2,881
	
	

	
	
	
	
	
	
	

	Weighted average number of ordinary  
	
	
	
	
	
	

	shares in issue  (’000)
	(B)
	269,695
	
	215,776 
	
	

	
	
	
	
	
	
	

	Basic earning per share (sen)
	(A/B)
	0.61
	
	1.34
	
	


	
	
	
	
	
	
	

	Diluted Earning per Share
	
	
	
	
	
	

	
	
	
	
	
	
	

	The diluted earning per share of the Group is calculated by dividing the net profit for the financial period 

	by the weighted average number of ordinary shares and ICULS  in issue 
	
	
	
	

	
	
	
	
	
	
	

	
	
	3 months ended

31 Dec 2003

RM’000
	12  months ended

31 Dec 2003

RM’000

	
	
	RM


	
	RM
	
	

	Consolidated Profit/(Loss) after tax and 

Minority Interest (MI) (RM’000)
	(A)
	 1,641
	
	2,881 
	
	

	
	
	
	
	
	
	

	Weighted average number of shares in issue (‘000)
	(B)
	269,695
	
	215,776
	
	

	
	
	
	
	
	
	

	Weighted average number of ICULS in issue (‘000)
	
	15,314
	
	57,884
	
	

	
	
	
	
	
	
	

	Weighted average number of shares in issue (‘000)
	(C)
	285,009
	
	273,660
	
	

	
	
	
	
	
	
	

	Diluted earning per share (sen)
	(A/C)
	 0.58
	
	1.05
	
	

	
	
	
	
	
	
	


27. Authorisation for Issue

The interim financial statements were authorized for issue by the Board of Directors in accordance with resolution of the directors on 24 February 2004.


By order of the Board.

 
Date : 24 February 2004
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