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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

B.
Additional information required by the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”)(formerly known as Malaysia Securities Exchange Berhad)
B1
Review of performance

	
	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

	
	
	
	
	

	Revenue
	111,855
	117,052
	302,417
	316,653

	ODT revenue
	-
	63
	-
	663

	Total revenue
	111,855
	117,115
	302,417
	317,316

	
	
	
	
	

	Profit/ (loss) before taxation
	(1,142)
	3,063
	(670)
	10,563

	ODT loss before taxation
	-
	(698)
	-
	(1,753)

	Total profit/(loss) before taxation
	(1,142)
	2,365
	(670)
	8,810


The Group’s revenue (excluding ODT, a subsidiary of Disccomp a subsidiary company, which Disccomp had disposed of its entire equity interest on 31 December 2004) for the third quarter and nine months financial period ended 30 September 2005 have decreased by approximately 4% as compared to the previous year’s corresponding financial period ended 30 September 2004. This was mainly due to the overall slowdown in the domestic construction industry.
The Group incurred a loss before taxation of RM1,142,000 and RM670,000 for the third quarter and the nine months financial period ended 30 September 2005 as compared to previous year’s corresponding financial period’s profit before taxation of RM3.1 million and RM10.6 million respectively (excluding ODT). The loss was mainly due to the decline in the global price of steel products which has substantially eroded the gross profit margin of the Group’s stock for trade and higher material cost for the steel service center.
B2
Variation of results against preceding quarter

	
	3 months ended

	
	30/09/05
	30/06/05

	
	RM’000
	RM’000

	
	
	

	Profit/(loss) before taxation
	(1,142)
	30


During the quarter under review, the Group incurred a loss before taxation of RM1.1 million as compared to a profit before taxation of RM30,000 for the preceding quarter ended 30 June 2005 despite an improved revenue of 13% to RM111.9 million in the quarter under review from RM99.3 million for the preceding quarter ended 30 June 2005.  The loss was attributed by the aggregation of a lower gross profit margin due to falling prices of steel products, the higher operating expenditure arising from commencement of operations for a previously dormant subsidiary, the opening of new retail outlets for the IT Division and additional set-up overheads on the expansion of the steel service center.
B3
Current year prospects

The prevailing sluggish domestic construction industry has resulted in stiffer competition, inevitably reducing the profit margin of the Group’s core products. The Group’s strategy to overcome this while aiming to achieve a satisfactory performance for the year 2005 will be to remain focused on its steel service division which has recently expanded the production capacity of steel reinforcement products to meet not only the Group’s target of capturing a larger market share but also to poise the Group for the anticipated turn around in the construction industry in the future.

The Information Technology (“IT”) division will continue to focus on achieving market leadership in the distribution of flash memory products, manufacturing and distribution of compatible and remanufactured ink cartridges, the distribution of computer accessories and retailing through participation in IT related fairs and new retail outlets.

B4
Profit forecast and profit guarantee

The Group did not announce any profit forecast or profit guarantee during the financial quarter.

B5
Taxation

	
	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

	Provision for the period
	
	
	
	

	-based on financial year-to-
	
	
	
	

	  date profit
	141
	822
	952
	3,008

	-under/(over) provision in 
	
	
	
	

	  prior year
	(39)
	7
	(39)
	(126)

	-deferred taxation
	(71)
	(229)
	(99)
	(909)

	
	
	
	
	

	
	31
	600
	814
	1,973


The Group’s effective tax rate is higher than the statutory tax rate as the tax charge relates to tax on profits of certain subsidiaries which cannot be set-off against losses of other subsidiaries for tax purposes as group relief is not available.

B6
Unquoted investment and properties

There were no disposal of unquoted investment and properties for the current quarter and financial year-to-date.

B7
Quoted securities

(a)
There has been no sale or purchase of quoted securities for the current quarter and current financial year-to-date.

(b)
Total investment in quoted securities by the Group as at 30 September 2005 were as follows:-

	
	
	
	9 months ended

	
	
	
	30/09/05
	30/09/04

	
	
	
	RM’000
	RM’000

	
	
	
	
	

	(i)  at cost
	
	
	38
	252

	
	
	
	
	

	(ii)  at carrying value / book value     
	
	
	38
	252

	
	
	
	
	

	(iii) at market value.
	
	
	31
	256


B8
Status of corporate proposals

For the current financial period to date, There were no corporate proposals announced but not completed as at the date of this report save for:-

(a) Shareholders’ approval for the proposed renewal of shareholders’ mandate for existing recurrent related party transactions of a revenue or trading nature and new shareholders’ mandate for additional recurrent related party transactions of a revenue or trading nature in the ordinary course of business that are necessary for the day-to-day operations of the Group was obtained at the eleventh Annual General Meeting of CHRB held on 29 June 2005. 

B9
Borrowings and debt securities

	
	30/09/05

	
	RM’000

	Short Term
	

	Bank overdrafts (unsecured)
	808

	Bills payable (unsecured)
	114,040

	Term loans (amount payable within 12 months)
	789

	
	115,637

	Long Term
	

	Term Loans (secured)
	7,034

	Less : amount payable within 12 months
	(789)

	
	6,245


B10
Off balance sheet financial instruments

During the financial year to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.

B11
Material litigation

There was no other material litigation involving the Group as at the date of this announcement except that the Group is acting as plaintiff for the recovery of trade debts during the ordinary course of business.

B12
Dividends

A first and final dividend of 5 sen gross per ordinary share, less income tax at 28% for the financial year ended 31 December 2004 (2003: tax exempt dividend of 1.5 sen per ordinary share) was approved by the shareholders at the eleventh Annual General Meeting of CHRB held on 30 June 2005 and was paid on 7 September 2005.


The entitlement date was fixed on 10 August 2005 and a Depositor shall qualify for entitlement only in respect of:

(a) Shares transferred into Depositor’s Securities Account before 4.00 p.m. on 10 August 2005 in respect of ordinary transfers;

(b) Share bought on the Bursa Malaysia on a cum entitlement basis according to the rules of the Bursa Malaysia.

B13
Earnings per share


Basic and diluted earnings per share

The basic and diluted (loss)/earnings per share is calculated by dividing (loss)/profit after taxation and minority interests by the weighted average number of ordinary shares in issue for the respective period as follows:

	
	3 months ended
	9 months ended

	
	30/09/05
	30/09/04
	30/09/05
	30/09/04

	
	
	
	
	

	(Loss)/Profit after tax and minority interest (RM’000)
	(1,098)
	1,946
	(1,065)
	7,404

	
	
	
	
	

	Weighted average number 
	44,774
	42,805
	44,774
	42,805

	 of ordinary shares in issue (‘000)
	
	
	
	

	
	
	
	
	

	Basic (loss)/earnings per share (sen)
	(2.45)
	4.55
	(2.38)
	17.30


BY ORDER OF THE BOARD

DATO’ LIM LOONG HENG

DEPUTY MANAGING DIRECTOR

Date: 29 November 2005
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