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CHUAN HUAT RESOURCES BERHAD

Company No. 290729-W

(Incorporated in Malaysia)


INTERIM FINANCIAL REPORT FOR THE THIRD QUARTER

ENDED 30 SEPTEMBER 2005
A. Notes to the interim financial report

A1
Basis of preparation

The interim financial report for the third quarter ended 30 September 2005 is not audited and has been prepared in compliance with the Financial Reporting Standards No. 134, Interim Financial Reporting and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.
The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2004.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the financial year ended 31 December 2004.

A2
Audit report of preceding annual financial statement

The preceding year annual audited financial statements were not subject to any qualification.

A3
Seasonal or cyclical factors

The Group's business is generally dependent on the performance of the Malaysian economy and its cyclicality also coincides with the major festive seasons.

A4
Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no other unusual items affecting assets, liabilities, equity, net income or cash flows of the group.
A5
Material changes in estimates

There were no changes in estimates of amounts reported in prior financial years which have a material effect in the current financial period.

A6
Debt and equity securities

There were no other issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial quarter.

A7
Dividends paid

	
	3 months
	ended
	9 months
	ended

	
	30.09.05
	30.09.04
	30.09.05
	30.09.04

	
	RM’000
	RM’000
	RM’000
	RM’000

	Ordinary Shares
	
	
	
	

	First and final dividend paid
	
	
	
	

	YE2004- 5.0 sen gross per ordinary share, less income tax at 28%
	1,612
	636
	1,612
	636

	(YE2003- 1.5 sen tax exempt per share)
	
	
	
	

	
	
	
	
	


A8
Segment information

The Group’s segmental report for the financial year-to-date ended 30 June 2005 are as follows:-

	
	Trading in Hardware & Building materials
	Manufacturing & Trading of IT related products
	Investment Holding
	Trading in properties
	Eliminations
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	
	

	External sales
	279,599
	21,898
	874
	46
	
	302,417

	Inter-segment sales
	73,302
	16,550
	824
	-
	(90,676)
	-

	
	352,901
	38,448
	1,698
	46
	(90,676)
	302,417

	
	
	
	
	
	
	

	Results
	
	
	
	
	
	

	Profit/ (loss) from operations
	867
	(143)
	(564)
	(8)
	
	152

	Interest expenses
	(1,021)
	(28)
	(63)
	-
	
	(1,112)

	Interest income
	212
	74
	-
	-
	
	286

	Share of Profit/(loss) of Associated Company
	4
	-
	-
	-
	
	4

	Profit/ (loss) before taxation 
	62
	(97)
	(627)
	(8)
	
	(670)

	
	
	
	
	
	
	

	Taxation
	(463)
	(95)
	(256)
	-
	
	(814)

	
	
	
	
	
	
	

	Minority Interest
	235
	184
	-
	-
	
	419

	
	
	
	
	
	
	

	Net Profit/ (loss) for the period
	(166)
	(8)
	(883)
	(8)
	
	(1,065)


A9
Property, plant and equipment

There is no revaluation of property, plant and equipment brought forward from the previous audited financial statements as the Group did not adopt a revaluation on its property, plant and equipment.

A10
Material events subsequent to the end of the interim period

There were no material events subsequent to the current financial quarter ended 30 September 2005 up to the date of this report which is likely to substantially affect the results of the operations of the Group.

A11
Changes in composition of the Group

There are no changes in the composition of the Group during the financial year up to the date of this report, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations save for the following:-

(a) A wholly-owned subsidiary company of Disccomp Berhad (DCB) a subsidiary company of CHRB, Trident Point Sdn Bhd (TPSB) had allotted 239,998 and 60,000 new ordinary shares of RM1.00 each to DCB & Chuah Beng Lee respectively, for a total cash consideration of RM299,998.  This allotment of new shares was completed by TPSB on 15 March 2005.  Subsequently to the above, TPSB is an 80% owned subsidiary company of DCB.
(b) the Company through its wholly-owned subsidiary CHRB Corporation Sdn Bhd (“CHRB Corp”) has on 4 July 2005 entered into a Shareholders' Agreement with Pan Yau Seng and Lee Mee Mee for the subscription of 245,000 new Ordinary Shares of RM1.00 each in Keyline Consulting Sdn Bhd (“Keyline”) which represents seventy percent (70%) of the total enlarged issued and paid-up capital of Keyline at par value of RM1.00 each ["Subscription']. Subsequent to the Subscription, Keyline has become a subsidiary of CHRB Corp.
(c) the Company through its wholly-owned subsidiary, Chuan Huat Hardware Holdings Sdn +Bhd ("CHHH") was on 18 October 2004 entered into a Sale and Purchase Agreement ("SPA") with Amsteel Mills Sdn Bhd to acquire the remaining 20% stake in CH Rebar Sdn Bhd (formerly known as CH-Lion Reinforcing Steel Sdn Bhd) ("CH Rebar"). Prior to this, CHHH had an equity interest of 80% in CH Rebar. The exercise involved the acquisition by CHHH of 2,000,000 ordinary shares of RM1.00 each in the capital of CH Rebar. Subsequent to the completion of the SPA on 1 October 2005, CH Rebar has become a wholly-owned subsidiary of CHHH.
(d) the Company through its wholly-owned subsidiary, Chuan Huat Hardware Holdings Sdn Bhd ("CHHH") has on 5 July 2005 entered into a Sale and Purchase Agreement (“SPA”) with Tamac Sdn Bhd to acquire the remaining 34.8% stake in Bars & Mesh Industries Sdn Bhd (formerly known as CH Steel Wire Products Sdn Bhd) ("BMI"). Prior to this, CHHH had an equity interest of 65.2% in BMI. The exercise involved the acquisition by CHHH of 1,104,051 ordinary shares of RM1.00 each in the capital of BMI. Subsequent to the completion of the SPA on 1 October 2005, BMI has become a wholly-owned subsidiary of CHHH.

(e) the Company through its wholly-owned subsidiary, Chuan Huat Hardware (Sdn) Berhad (“CHH”) has on 1 October 2005 entered into a Shareholders' Agreement with Yeo Eng Hiong and Dennis Justin Tan Swee Liang for the subscription of 132,000 new ordinary shares of RM1.00 each in CHRB Building Materials Sdn Bhd (“CHRB BM”) which represents sixty six percent (66%) of the total enlarged issued and paid-up capital of CHRB BM at par value of RM1.00 each ("Subscription"). Subsequent to the Subscription, CHRB BM has become a subsidiary of CHH.
A12
Changes in contingent liabilities

	
	30/09/05
	31/12/04
	Changes

	
	RM’000
	RM’000
	RM’000

	Corporate guarantees in respect of
	
	
	

	Banking facilities granted to subsidiary
	
	
	

	Companies
	159,689
	145,504
	14,185

	
	
	
	

	Corporate guarantees in respect of the
	
	
	

	Supply of goods to subsidiary companies
	7,100
	7,100
	0


A13
Capital commitments

The Group has commitments as follows:

	
	30/09/05
	31/12/04
	Changes

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Capital expenditure approved and contracted for
	695
	2,328
	(1,633)


A14
Related party transactions

The related parties of the Group and of the Company comprise the following:

· related companies being subsidiary companies of Chuan Huat Resources Berhad (CHRB) are as follow:-.


CHRB Utara Sdn Bhd (CHRBU), a 90.3% owned subsidiary


CHRB Selatan Sdn Bhd (CHRBS), a 80% owned subsidiary


Chuan Huat Metal Sdn Bhd (CHM), a 80% owned subsidiary


CH Steel Recycle Centre Sdn Bhd (CHSRC), 90.6% owned subsidiary


Bar & Mesh Industries Sdn Bhd (BMI), a 65.2% owned subsidiary


CH Rebar Sdn Bhd (CHREBAR), a 80% owned subsidiary

Disccomp Berhad (DCB), a 63.85% owned subsidiary and it’s subsidiary companies (DCB Group)

Keyline Consulting Sdn Bhd (KLC), a 70% owned subsidiary

· other related parties being an associated company of the Chuan Huat Resources Berhad Group of companies and companies in which Directors of the Company and Directors of subsidiary companies have an interest.

The significant related party transactions are as follows:

	
	
	
	9 months ended

	
	
	
	30/09/05

	
	
	
	RM’000

	
	
	
	

	a) Sale of goods to
	
	
	

	
	
	
	

	    Other related parties
	
	
	

	    Ahmad Zaki Sdn Bhd
	
	
	5,003

	
	
	
	

	    Subsidiaries
	
	
	

	    CHRBU
	
	
	3,593

	    CHRBS
	
	
	5,658

	    CHM
	
	
	225

	    CHSRC
	
	
	2,034

	    BMI
	
	
	31,458

	    CHREBAR
	
	
	1,441

	    DCB
	
	
	16

	    KLC
	
	
	170

	
	
	
	

	b) Purchase of goods from
	
	
	

	
	
	
	

	    Other related parties
	
	
	

	    Acsan Steel Service Centre Sdn Bhd
	
	
	4,722

	
	
	
	

	    Subsidiaries
	
	
	

	    CHRBU
	
	
	40

	    CHRBS
	
	
	12

	    CHSRC
	
	
	1,752

	    BMI
	
	
	15,830

	    CHREBAR
	
	
	6,224

	    DCB Group
	
	
	15

	    KLC
	
	
	198

	
	
	
	

	c) Others
	
	
	

	    Other related parties
	
	
	

	    Rental of house paid to LKC & Sons 
	
	
	15

	    Management fee received from associated co.
	
	
	5

	
	
	
	

	    Subsidiaries
	
	
	

	    Rental income received from subsidiaries
	
	
	113

	    Water & electricity charges received from subsidiaries
	
	
	62

	    Management fee and incentive received from subsidiaries
	
	
	295

	    Security services and management/ administrative
	
	
	5

	    services paid to subsidiary company
	
	
	


Ahmad Zaki Sdn Bhd is a company in which Dato' Haji Wan Zaki bin Haji Wan Muda, a Director of the Company, has a substantial financial interest.

Lim Kim Chuan & Sons Holdings Sdn Bhd (“LKC & Sons”) is a company owned by Dato’ Lim Khoon Heng, Dato’ Lim Loong Heng, Lim Khoon Hock, Lim Kim Chuan and Hew Kwee Won (“The Lim Family”). The Lim Family is deemed interested in the related party transactions between the CHRB group and LKC & Sons.

ACSAN Steel Service Centre Sdn Bhd is a company in which Dato’ Lim Khoon Heng is a Director and has indirect interest through Chuan Huat Hardware Holdings Sdn Bhd, a 100% owned subsidiary of CHRB. 
In the opinion of the Directors, the above related party transactions have been entered into in the normal course of business and have been established under terms that are no more favourable than those arranged with independent third parties.

A15
Cash and cash equivalents

	
	30/09/05

	
	RM’000

	
	

	Fixed deposit with a licensed bank
	2,362

	Cash and bank balances
	14,506

	Bank overdraft
	(808)

	
	

	
	16,060


5

