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

NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE FOURTH QUARTER AND YEAR ENDED 31 DECEMBER 2005

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 on 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 2004. 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 the Group since the financial year ended 31 December 2004. 

The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the annual financial statements for the year ended 31 December 2004.

2. Auditors’ Report on Preceding Annual Financial Statements

The annual financial statements of the Group for the year ended 31 December 2004 were reported without any qualification. 

3. Comments About Seasonal or Cyclical Factors 

There is no seasonal or cyclical effect on the Energy, Manufacturing and Property sectors except for the performance of Food & Beverages and Tourism sector of which demand during major festivals and school holiday periods will increase substantially. 

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 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.

7. Dividend Paid

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

8. Segment Information


By Business Segments
	
	3 months ended

31 December 2005

RM’000
	12 months ended

31 December 2005

RM’000

	Segment Revenue
	
	

	    Energy
	46,775
	162,177

	    Food & Beverages and Tourism
	8,613
	29,303

	    Manufacturing
	6,555
	22,729

	    Investment
	4,635
	9,000

	    Property and Dormant
	5
	73

	
	66,583
	223,282

	    Consolidation Elimination 
	(4,835)
	(9,363)

	    Group Revenue
	61,748
	213,919



By Business Segments
	
	3 months ended

31 December 2005

RM’000
	12 months ended

31 December 2005

RM’000

	Segment Results
	
	

	    Energy
	3,991
	11,677

	    Food & Beverages and Tourism
	3,223
	719

	    Manufacturing
	150
	672

	    Investment
	(195)
	986

	    Property and Dormant
	912
	918

	
	8,081
	14,972

	    Consolidation Elimination 
	(7,363)
	(10,761)

	    Group Profit Before Tax
	718
	4,211



The current 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 statements.

10. Goodwill 


The goodwill on acquisition of subsidiaries was as follows:

	
	
	As at 

31 December

2005

RM’000

	
	
	

	Positive goodwill
	
	3,413

	Negative goodwill
	
	(6,310)

	Net goodwill
	
	(2,897)


11. Material Events Subsequent to the end of the Period 

There were no material events subsequent to the end of the period.
12. Composition of the Group

i) Time Era Sdn Bhd ("Time Era"), a subsidiary of the Company, has on 28 October 2005 acquired 60,000 ordinary shares of RM1.00 each, representing 60% equity interest in Legend Era-Flor Sdn Bhd (formerly known as Legend Electrical (M) Sdn Bhd) ("Legend Era-Flor").

ii) Time Era has on 31st December 2005 executed a Heads of Terms of a Joint-Venture Agreement pursuant to the subscription of 25% equity in Arus Middle East FZC (“AME”) a company incorporated on 27 March 2005 in the Sharjah Airport International Free Zone (SAIF) Zone Authority, United Arab Emirates (“UAE”).

iii) EDEN has on 27 October 2005 incorporated and subscribed for 1 unit ordinary share of USD1 representing 100% equity interest in Eden Energy International, a company incorporated in Mauritius.

iv) EDEN has on 21 October 2005 subscribed on or 2,800 units of ordinary shares of PKR10 each representing 80% equity interest in S K Hydro (Private) Limited, a company incorporated in Pakistan.

v) EDEN has also on    29 November 2005 subscribed for 900 units of ordinary shares of PKR10 each representing 60% equity in Green Electric (Private) Limited, a company incorporated in Pakistan. 

13. Contingent Liabilities and Contingent Assets

The total contingent liabilities of the Group as at 31 December 2005 is RM45.176 million consisting of corporate guarantee to banks for credit facilities granted to the Group.

14. Capital Commitments

The capital commitment of the Group as at 31 December 2005 was RM0.675 million.
15. Review of Performance of the Company and its Principal Subsidiaries

The Group’s revenue for the quarter ended 31 December 2005 was RM61,748 million, RM14.649 million or 31% higher than the corresponding quarter ended 31 December 2004. Meanwhile for the year to date, it was RM213,919 million which was 19% higher than last year of RM180,385. The increase for the quarter in revenue was contributed by Energy sector as a result of rising fuel price being factored into the billing of power generated by Stratavest Sdn Bhd (“ Stratavest”) amounting to RM8.509 million and the consolidation of RM5.338 million revenue from Musteq Hydro Sdn Bhd, which was acquired in January 2005. Manufacturing sector experienced an increase in revenue by RM1.362 million mainly due to increasing export sales and contribution from a newly acquired subsidiary company. Food & Beverages and Tourism sector however recorded lower revenue by RM0.475 million primarily due to lower revenue from its bakery operations. Substantial increase in financing cost was mainly due to the interest cost arising from Musteq Hydro’s bond. 

The Group recorded profit before tax for the quarter ended 31 December 2005 of RM0.718 million, as compared to profit before tax of RM0.504 million in 2004’s corresponding quarter. For the year ended 31 December 2005 the Group recorded profit before tax of RM4.211 million as compared to RM10.308 million in 2004.

The basic EPS for the quarter was negative 0.27 sen, 0.09 sen lower than fourth quarter 2004 of negative 0.36 sen. Accordingly, the basic EPS for the year ended 31 December 2005 was 0.16 sen as against 1.51 sen in the corresponding year of 2004.

16. Comments on Material Change in Profit Before Taxation

The Group’s profit before tax for the Current Quarter ended 31 December 2005 of RM0.718 million represented a negative variance of RM0.788 million compared to the profit before tax of RM1.506 million for the Third Quarter ended 30 September 2005. The variance was mainly due to financial expenses incurred on the Collateralised Loan Obligation facility obtained by EDEN in October 2006 as well as consolidation adjustment on inter company transactions. Besides the above, changes in the sectors are as follows:

i) Energy sector – despite the higher fuel cost incurred by Stratavest, the sector maintained its positive result of RM3.991 million;

ii) Food & Beverages and Tourism sector – the sector recorded an improvement in profit to RM3.223 million compared to loss in the preceding quarter of RM0.032 million mainly due to improving tourism activity in the northern states of Malaysia particularly in Langkawi; 

iii) Manufacturing sector – the sector recorded lower profit of RM0.15 million in the Fourth Quarter 2005, a decrease of RM0.341 million from RM0.491 million recorded in previous quarter mainly due to lower local sales;

iv) Property and Dormant – the sector recorded significant profit before tax of RM0.912 million during the quarter arising from write back of provision; and

v) Investment sector – the sector recorded loss of RM0.195 million as compared to the preceding quarter profit of RM1.354 million, mainly due financial expenses on the Collateralised Loan Obligation facility obtained by EDEN.
17. Commentary on Prospects

Barring unforeseen circumstances, the Directors are of the opinion that all sectors are expected to perform satisfactorily in the first quarter of 2006, except for Energy sector which will be subject to the fluctuation in fuel price.
18. Variance from Forecast Profit and Profit Guarantee

This is not applicable to the Group for the period.

19. Taxation

	
	3 months ended

31 December 2005

RM’000
	12 months ended

31 December 2005

RM’000

	
	
	

	Corporate tax
	1,151
	1,206

	Deferred tax
	297
	2,346

	
	1,448
	3,552



The effective tax rate for the Group for the period ended 31 December 2005 was higher than the statutory rate due to several companies making losses during the period as well as for under provision of 2004 tax.

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

There were no sales of unquoted investments for the period.

21. Purchase or Disposal of Quoted Securities

There was no purchase or disposal of quoted investments for the period.

22. Corporate Proposals

There were no corporate proposals for the period.

23. Group Borrowings

Group borrowings and debt securities as at 31 December 2005 denominated in Ringgit Malaysia were:

	
	
	
	RM'000

	(a)   Short term borrowings
	
	

	
	
	
	

	
	Secured
	
	37,641

	
	
	
	

	(b)   Long term borrowings
	
	

	
	
	
	

	
	Unsecured
	
	40,244

	
	
	
	

	
	Secured
	
	238,628

	
	
	
	278,872


24. Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk during the period.

25. Material Litigations 

i) Defamation suit by LKE Electric (M) Sdn Bhd (“LKE”) in High Court of Kuala Lumpur naming Mr. Lew Min Fatt (“Lew”), the Executive Director and shareholder of Time Era Sdn Bhd (Time Era), as the First Defendant and Cur (Far East) Sdn Bhd (“Cur”), a subsidiary of Time Era, as the Second Defendant for RM5 million for exemplary and aggravated damages and interest thereon at the rate of 4% per annum. Cur’s solicitors have filed a defense on behalf of Lew and Cur. The hearing date has yet to be fixed 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.

ii) Defamation suit by LKE and Mr. Soh Kim Wat @ Soh Kim Leng (“The Plaintiffs”) in the Shah Alam High Court naming Mr Ting Kam Cheong (“Ting”), the Executive Director and shareholder of Time Era, as the First Defendant and NES Electric (M) Sdn Bhd (“NES”), a subsidiary of Time Era, as the Second Defendant. The Plaintiffs are inter-alia claiming for RM1.5 million 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. The trial date which was earlier fixed on 29th and 30th November 2005 has been postponed to 9 November 2006.

iii) On 31 January 2004, EDEN (“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 Teng, (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”).

25. 
Material Litigations (Cont’d)

EDEN claims that the Lease Agreement contained an irrevocable option to renew for a further 7 terms of 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 interest of the Plaintiff. 

The Defendants’ application to strike out the claim has been dismissed by the Court. EDEN’s application to amend Writ and Statement of Claim was allowed on 10 October 2005. Awaiting hearing date to be fixed by the Court.

iv) On 13 February 2004 EDEN received a Shah Alam High Court Writ of Summons from SHB as the Plaintiff, naming Zil Enterprise Sdn Bhd (being a major shareholder of EDEN) as the First Defendant and EDEN as the Second Defendant.

The Plaintiff alleged that as at 30 September 2002, EDEN Group owed the Plaintiff and/or its subsidiaries RM3,043,537.97 (“the Sum”) by way of inter company debts and that the First Defendant had agreed to request the Second Defendant to repay the Sum as soon as possible subject to documentation and verification. The Defendants’ application to amend the defence and add counter-claim was allowed by the Court on 7 June 2005. SHB’s appeal on this decision is fixed for hearing on 19 April 2006.

26. Dividend 

No dividend has been declared for the period.

27. Earning Per Share

	Basic Earning per Share

	

	The basic earning per share of the Group was calculated by dividing the net profit for the period by the weighted average number of ordinary shares of RM1.00 each in issue to the public as follows :

	

	
	
	3 months

ended

31 December 

2005
	12 months

ended

31 December

 2005

	
	
	
	

	Net profit (RM’000)
	
	(827)
	487

	
	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	
	301,112
	301,112

	
	
	
	

	Basic earning per share (Sen)
	
	(0.27)
	0.16


27. 
Earning Per Share (Cont’d)

	Diluted Earning per Share

	

	The diluted earning per share of the Group was calculated by dividing the adjusted net profit for the period by the weighted average number of ordinary shares of RM1.00 each, ICULS and warrants  in issue to the public as follows:

	

	
	
	3 months 

ended

31 December

 2005
	12 months 

ended

31 December

 2005

	
	
	
	

	Net profit (RM’000)
	
	(827)
	487

	Adjustment for after-tax effects on interest on ICULS (RM’000)
	
	46
	184

	Adjusted net profit (RM’000)
	
	(781)
	671

	
	
	
	

	Weighted average number of shares (‘000)
	
	301,112
	301,112

	
	
	
	

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

	
	
	
	

	Weighted average number of  warrants (‘000)
	
	12,150
	12,150

	
	
	
	

	Weighted average number of shares, ICULS and warrants (‘000)
	
	323,506
	323,506

	
	
	
	

	Diluted earning per share (Sen)
	
	(0.24)
	0.21


28. Authorisation for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with resolution of the Directors on 24 February 200.

By order of the Board

Date: 24 February 2006
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