EASTERN PACIFIC INDUSTRIAL CORPORATION BERHAD

Company No. 66667-K 

NOTES TO THE INTERIM FINANCIAL REPORT

1 Basis of preparation 

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Bursa Malaysia Listing Requirements. 

The accounting policies and methods of computation used in the preparation of the interim financial statements are consistent with those adopted and used in the preparation of the most recent annual audited financial statements.

2 Disclosure of the qualification on the preceding annual financial statements

There was no qualification on the Group’s preceding annual financial statements.

3 Seasonal or cyclical factors

The Group’s operation was not materially affected by seasonal or cyclical factors.

4 Unusual item affecting assets, liabilities, equity, net income or cash flows

There were no material items that affect assets, liabilities, equity, net income or cash flows of the Group for the period ended 31 March 2004 except for subscription of 66,350,711 common shares in Aurado Energy Inc. by the Company on 4 February 2004 for a cash consideration of CAD10.5 million (equivalent to RM30 million).

5 Changes in estimates

There were no material changes in the estimates used for the preparation of the interim financial report.

6 Issuance or repayment of debt and equity securities

There were no issuance and repayment of debt and equity securities, share buybacks, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter under review.

7 Dividend paid

Dividend paid during the period ended 31 March 2004 is as follows:

	
	Cumulative Quarter

	
	Gross dividend per share
	Amount of dividend, net of tax

	
	sen
	RM ‘000

	
	
	

	First interim dividend paid in respect of the financial year ended 31 December 2003, paid on 27 February 2004.
	5
	2,903


8 Segmental analysis

The segment information by activities for the Company and its subsidiaries for the current financial year to date is as follows:

	
	Revenue
	Profit /(Loss) before tax

	2004
	RM ‘000
	RM ‘000

	Investment Holding
	1,746
	(190)

	Petroleum Supply Base
	16,189
	8,052

	Property Development
	68
	(119)

	Environmental Management
	979
	343

	Others
	-
	(6)

	
	18,982
	8,080

	Consolidated adjustments 
	(1,386)
	192

	
	17,596
	8,272


8 Segmental analysis (continued)
	
	Revenue
	Profit /(Loss) before tax

	2003
	RM ‘000
	RM ‘000

	Investment Holding
	 1,592
	   306

	Petroleum Supply Base
	15,062
	7,265

	Others
	     -
	(192)

	
	16,654
	7,379

	Consolidated adjustments 
	(1,323)
	-

	
	15,331
	7,379


The Group operates mainly in Malaysia and accordingly no information on Group’s operations by geographical segment has been provided.

Other operations of the Group mainly comprise of expenses for dormant companies are not material in value to be reported separately.

9 Carrying amount of revalued property, plant and equipment

The carrying value of freehold and leasehold land and buildings is based on the valuation incorporated in the annual financial statements for the year ended 31 December 2003.

10
Material events subsequent to the end of the period 

In the opinion of the Directors, no item, transaction or event of a material and unusual nature has arisen during the period from the end of the financial quarter to the date of this announcement that would affect substantially the results of the operations of the Group.

11
Changes in the composition of the Group

The Group incorporated a new wholly-owned subsidiary EPIC Oil and Gas Holding AG in Switzerland with paid up capital of CHF100,000 (equivalent to RM305,790) on 26 February 2004. There were no other changes in the composition of the Group for the period under review.
12
Contingent liabilities
There were no changes in contingent liabilities since the last annual balance sheet date to the date of this quarterly report.

13
Review of performance

The Group achieved revenue of RM17.6 million in the first quarter under review, an increase of 15% compared to RM15.3 million reported in the same quarter the previous year. 

The Group recorded a profit before tax of RM8.3 million during the quarter under review, an increase of 12% compared to RM7.4 million achieved in the same quarter in the preceding year. The improvement is mainly due to higher profit generated from supply base activities.
14
Review of current quarter profitability against preceding quarter

During the current quarter under review, the Group recorded profit before tax of RM8.3 million or 18% higher compared to RM7.0 million reported in the preceding quarter. This is due to higher revenue generated from petroleum supply base activities.
15 Prospects for the current financial year

Barring any unforeseen circumstances, the Directors are confident that the Group will be able to achieve better results for the current financial year ending 31 December 2004. 

16 Profit forecast and profit guarantee

The Group has not provided any profit forecast or profit guarantee in a public document.

17 Taxation

	
	Individual Quarter
	Cumulative Quarter

	
	Current Year
	Preceding Year Corresponding
	Current Year
	Preceding Year Corresponding

	
	Quarter
	Quarter
	To Date
	Period

	
	31.3.2004
	31.3.2003
	31.3.2004
	31.3.2003

	
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	Malaysian tax:
	
	
	
	

	- Current tax
	2,035
	2,350
	2,035
	2,350

	
	
	
	
	

	Transfer to/(from) deferred tax
	148
	(107)
	148
	(107)

	
	2,183
	2,243
	2,183
	2,243


The effective tax rate on the Group’s profit for the current financial year to date is lower than the statutory tax rate in Malaysia due to utilisation of business losses carry forward by subsidiary. 
18 Profits on sale of unquoted investments and/or properties

There was no disposal of unquoted investments or properties held as fixed assets for the financial year to date.

19
Purchase/Disposal of quoted securities 

(a)
The following purchases and sales of quoted securities for the current quarter and financial year to date and the profit arising there from are as follows: -

	

	Current Quarter
	
	Year To Date

	i) Malaysia - Bursa Malaysia
	RM ‘000
	
	RM ‘000

	    Purchases
	105
	
	105

	    Sales
	77
	
	77

	
	
	
	

	    Profit on disposal of quoted shares
	   14
	
	14  

	ii) Foreign - Toronto Stock Exchange
	
	
	

	    Purchase
	30,030
	
	30,030

	
	
	
	

	    Profit on disposal of quoated shares
	-
	
	-


19
Purchase/Disposal of quoted securities (continued)

(b)
The investments in quoted shares as at end of the current financial year to date:-

	
	 Malaysia
	
	Foreign

	
	RM’000
	
	RM’000

	
	
	
	

	i)   At cost
	754
	
	30,030

	ii)  At carrying value
	754
	
	30,030

	iii) At market value
	819
	
	38,493


The quoted securities in Malaysia are managed by external fund manager and foreign securities are managed internally by company.
20 Corporate proposals

On 10 March 2004, the Group with approval of the Board of Directors announced the following: 
(i)
Proposed bonus issue of 80,650,000 new ordinary shares of RM1.00 each in the Company on the basis of one (1) new ordinary share of RM1.00 each for every existing ordinary share of RM1.00 each held in the Company.

(ii) Proposed establishment of an Employees' Share Option Scheme. 
(iii)
Proposed increase in the authorised share capital of the Company from RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each to RM1,000,000,000 comprising 1,000,000,000 ordinary shares of RM1.00 each.


As at the date of this report, the proposals are pending approval from Bursa Malaysia for the listing of the new shares to be issued pursuant to the proposal and shareholders at an Extraordinary General Meeting yet to be convened.
21 Group borrowings and debt securities

There were no group borrowings and debt securities as at the current financial year to date.

22 Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at the latest practicable date, which is not earlier than 7 days from date of issue of this quarterly report.
23 Changes in material litigation


              

There were no other changes in material litigation since the date of last interim financial report ended 31 December 2003.
24 Dividends 

(a)
The Board of Directors recommend the payment of a second interim dividend in respect of the financial year ended 31 December 2003 of 8 sen per share on 80,650,000 ordinary shares, less income tax, amounting to RM4,645,440 and payable on 31 May 2004.
(b) Total dividend paid and declared for the current financial year to date are as follows:
(i)
In respect of 2003 first interim dividend: 5 sen less 28% income tax (paid on 27 February 2004)

(ii) 
In respect of 2003 second interim dividend: 8 sen less 28% income tax (proposed on 27 February 2004)

25
Earnings per share

Basic and diluted earnings per share of the Group are calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period.

	
	2004
	
	2003

	
	
	
	

	Net profit for the period (RM’000)
	6,034
	
	5,090

	Weighted average number of ordinary shares           in issue (‘000)
	80,650
	
	80,650

	
	
	
	

	Basic earnings per share (sen)
	7.48
	
	6.31

	Diluted earnings per share (sen)
	7.48
	
	6.31
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