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

NOTES TO THE INTERIM FINANCIAL REPORT
FOR THE FOURTH QUARTER AND YEAR ENDED 31 DECEMBER 2004

1.
Accounting Policies and Methods of Computation


The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2003. 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 2003. 

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 2003 except for the adoption of MASB 32. 

MASB 32 was adopted for the first time during the financial year ended 31 December 2004 and the related accounting policies are as follows:

Property development cost comprises all costs that are directly attributable to development activities or that can be allocated on a reasonable basis to such activities.

When the financial outcome of a development activity can be reliably estimated, property development revenue and expenses are recognized in the income statement using the stage of completion method. The stage of completion is determined by the proportion that property development costs incurred for work performed to date bear to the estimated total property development costs.

Where the financial outcome of a development activity cannot be reliably estimated, property development revenue is recognized only to the extent of property development costs incurred that is probable will be recoverable, and property development costs on properties sold are recognised as an expense in the period in which they are incurred.

Any expected loss on a development project, including costs to be incurred over the defects liability period, is recognized as an expense immediately.

Property  development costs not recognized as an expense are recognized as an asset, which is measured at the lower of cost and net realizable value.

The excess of revenue recognized in the income statement over billings to purchasers is classified as accrued billings within trade receivables and the excess of billings to purchasers over revenue recognized in the income statement is classified as progress billings within trade payables.

The adoption of MASB 32 has not given rise to any adjustments to the opening balances of retained profits as at 1 January 2004.

2.
Auditors’ Report on Preceding Annual Financial Statements

 
The annual financial statements of the Group for the year ended 31 December 2003 were reported without any qualification. 

3.
Comments About Seasonal or Cyclical Factors 

There is no seasonal or cyclical effect on the power, property and manufacturing division except for the performance of food & beverages and recreation 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. 

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.

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 except for the issuance of 21,000,000 ordinary shares of RM1 each. 
7.
Dividend Paid

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

8.
Segment Information


By Business Segment

	
	3 months ended

31 December 2004

RM’000
	12 months ended

31 December 2004

RM’000

	Segment Revenue
	
	

	    Investment
	3,200
	3,200

	    Energy
	32,927
	122,722

	    Food & Beverages
	6,834
	25,181

	    Tourism
	2,122
	7,234

	    Manufacturing
	5,193
	23,916

	    Property Development
	23
	95

	    Total Revenue
	50,299
	182,348

	       Elimination
	(3,200)
	(3,337)

	    Group Revenue
	47,099
	179,011


8.
Segment Information (Cont’d)


By Business Segment

	
	3 months ended

31 December 2004

RM’000
	12 months ended

31 December 2004

RM’000

	
	
	

	Segment Results
	
	

	    Investment
	(1,595)
	(6,353)

	    Energy
	2,432
	12,066

	    Food & Beverages
	(1,990)
	192

	    Tourism
	422
	2,987

	    Manufacturing
	216
	1,300

	    Property Development
	7
	(55)

	   
	(508)
	10,137

	    Eliminations
	1,620
	1,620

	
	1,112
	11,757

	   Unallocated corporate expenses
	(85)
	(926)

	    (Loss)/Profit Before Tax
	1,027
	10,831



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 .

11.
Composition of the Group


There were no changes in the composition of the Group during the quarter except for the disposal of one of the subsidiary EFV Enterprise Sdn. Bhd. (Formerly known as Eden Ferringhi Village Sdn Bhd.) to Aripermai Sdn. Bhd. for a total cash consideration of RM1. The exercise was completed on 1 November 2004. The subsidiary was inactive.

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 2003. 
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 2004 is as follows: 

	
	
	RM’000

	
	
	

	Approved and contracted for
	
	5,566

	
	
	

	Approved but not contracted for
	
	1,006

	
	
	6,572


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

The Group’s revenue for the current financial year ended 31 December 2004 increased to RM179,011,000 as compared to RM155,471,000 in the prior financial year ended 31 December 2003 while the profit before tax increased to RM10,831,000 from RM7,478,000 for the respective years. The improvement in the performance of the Group for the period ended was mainly contributed by the improvement of all the sectors. The F&B and Tourism sectors’ result increased due to the higher sales compared against last year where there were the SARS outbreak and Iraq war. In addition the Tourism sector is enjoying waiver of entertainment duty this year which constitutes on average 25% of sales.

15.
Comments on Material Change in Profit Before Taxation

The Group’s profit before taxation for the current quarter ended 31 December 2004 of RM1,027,000 represent a decrease of RM2,953,000 when compared to the quarter ended 30 September 2004. This was mainly due to higher operating expenses. 
16. 
Commentary on Prospects

The Directors are of the view that the overall performance of the Group will improve further in 2005 as a result of expansion programmes which includes the completion of the new wing of the Underwater World Langkawi, relocation of Eden Village restaurant in Jalan Raja Chulan to bigger place in Chulan Square and the acquisition of Musteq Hydro Sdn. Bhd which owns a hydro power plant. 

17. 
Variance from Forecast Profit and Profit Guarantee

This is not applicable to the group.

18.
Taxation

	
	
	
	3 months
	12 months

	
	
	
	Ended
	ended

	
	
	
	31 December 2004
	31December 2004

	
	
	
	RM'000
	RM'000

	
	Corporate Taxation
	
	
	

	
	- current year provision
	(64)
	755

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

Deferred taxation
	24

1,211
	24

4,719

	
	
	1,171
	5,498

	
	Share of taxation of associated company
	
	-
	-

	
	
	
	1,171
	5,498



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.

19.
Profits/(Loss) on Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments for the quarter ended 31 December 2004  except for disposal of properties with total gain amounting to  RM253,934. 

20. Purchase or Disposal of Quoted Securities

(i)  There was no purchase or disposal of quoted investments for the quarter ended 31 December 2004; and

(ii)  The Group does not hold any investment in quoted securities as at 31 December 2004.

21.
Corporate Proposals

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

22.
Group Borrowings

Group borrowings and debt securities as at 31 December 2004 all denominated in Ringgit Malaysia are:

	
	
	
	
	
	
	
	       RM'000
	

	
	(a)   Short term borrowings
	
	
	
	
	

	
	
	Unsecured
	
	
	
	
	-
	

	
	
	
	
	
	
	
	
	

	
	
	Secured
	
	
	
	
	36,255
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	36,255
	


22.
Group Borrowings (Cont’d)
	
	(b)   Long term borrowings
	
	
	
	
	

	
	
	
	
	
	
	
	       RM'000
	

	
	
	
	
	
	
	
	
	

	
	
	Unsecured
	
	
	
	
	10,244
	

	
	
	
	
	
	
	
	
	

	
	
	Secured
	
	
	
	
	150,333
	

	
	
	
	
	
	
	
	160,577
	

	
	
	
	
	
	
	
	
	


23.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk during the current quarter ended 31 December 2004.

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 Defence 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 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 hearing date was fixed on 9th March 2005 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 the date for trial on 29th and 30th November 2005.
24.
Material Litigation (Cont’d)

(c)
On 31 January 2004, Eden Enterprises (M) Berhad [“Eden” as the “the Plaintiff”] had filed a suit against Sriwani Duty Free Centre (Langkawi) Sdn. Bhd. [“SDFC”] as the First Defendant, Mr. Chuan Hooi Huat (who is the former director of Eden and Sriwani Holdings Berhad [“SHB”]) as the second defendant and Mr. Terry Wong Soo Teong, (who is the former Director of Eden and the present director of SHB) as the Third Defendant, for Tort of Conspiracy in respect of a lease agreement entered into between Eden and SDFC on 20 August 2002 (“Lease Agreement”).
The Lease Agreement relates to a parcel of land known as Lots 970, 971, 973 and 1556 MK Kedawang Daerah Langkawi.

Eden claims that the Lease Agreement contained an irrevocable option to renew for a further seven (7) terms of three (3) years each, which is in favour of SDFC and is made in collusion between SDFC, the Second Defendant and the Third Defendant to injure the economic interests of the Plaintiff. 
The defendant has filed an application to strike out the claim. The Court has fixed 7th March, 2005 for decision. In the meantime, Eden have filed an application for leave to amend the Statement of Claim to correct some omissions in the pleading and to include the common chairman as the Fourth Defendant. No date has been fixed yet for the application.

(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 (“the Second Defendant”)  as the Second Defendant.


The plaintiff alleged that as at 30 September 2002, EDEN Group 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 EDEN, the Second Defendant to repay the Sum as soon as possible subject to documentation and verification. 


The success of the Plaintiff’s claims of the aforesaid inter company debts would not have any impact on EDEN’s financial position as the principal sum of the said inter company debts has already been recognized in EDEN’s past audited financial statements.


In respect of all the other general claims of the Plaintiff in the Summons, since such claim have not been adjudicated by the Court, therefore at this stage there is no immediate financial impact to EDEN except for legal fees to be incurred in defending the summons.


The initial defense filed was inadequate an application has been filed for leave to amend the defense and to add counter-claim to the defense in the sum of RM14,709,129 together with mesne profits.


The initial date of hearing fell on Thaipusam Day and hearing was vacated. No new date has been fixed yet.

25.
Dividend


No dividend has been declared for the financial quarter ended 31 December 2004.

26.
Earning 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 December 2004

RM’000
	12 months

ended

31 December 2004

RM’000

	
	
	RM
	RM
	
	

	Consolidated (Loss)/Profit after tax and 

Minority Interest (MI) (RM’000)
	(A)
	(256)
	4,950
	
	


	Weighted average number of ordinary  
	
	
	
	
	

	shares in issue  (’000)
	(B)
	280,340
	279,672
	
	

	
	
	
	
	
	

	Basic (loss)/earning per share (sen)
	(A/B)
	(0.09)
	1.77
	
	


	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 December 2004

RM’000
	12 months

ended

31 December 2004

RM’000

	
	
	RM
	RM

	Consolidated (Loss)/ Profit after tax and 

Minority Interest (MI) (RM’000)

Adjustment for after-tax effects on interest on ICULS (RM’000)
	(A)
	(256)

46
	4,950

184

	Adjusted (Loss)/Profit after tax and Minority Interest (MI) (RM’000)
	
	(210)
	5,134


	Weighted average number of shares in issue (‘000)
	
	280,340
	279,672

	
	
	
	

	Weighted average number of ICULS in issue (‘000)
	
	10.244
	10,244

	
	
	
	

	Weighted average number of exercising Warrants
	
	12,150
	12,150

	
	
	
	

	Weighted average number of shares in issue (‘000)
	(B)
	302,734
	302,066

	
	
	
	
	
	
	
	

	Diluted (loss)/earning per share (sen)
	(A/B)
	-
	1.70
	
	
	
	

	
	
	
	
	
	
	
	


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  25 February 2005.


By order of the Board

 
Date : 25 February 2005
1

