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CHUAN HUAT RESOURCES BERHAD

Company no. 290729-W

(Incorporated in Malaysia)


NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT 

FOR THE FIRST QUARTER ENDED 31 MARCH 2006

B.
Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

B1
Performance Review
	
	
	3 months ended

	
	
	
	31/03/06
	31/03/05

	
	
	
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	
	
	
	

	-continuing operations
	
	
	112,858
	91,410

	
	
	
	
	

	Profit/ (loss) before taxation
	
	
	
	

	-continuing operations
	
	
	(439)
	442


The Group’s revenue from operation for the three (3) months ended 31 March 2006 have increased by approximately 23% as compared to the previous year’s corresponding financial period ended 31 March 2005. The increase in revenue was mainly due to improved performances resulting from better marketing strategies, coupled with recently opened branches and new subsidiary company. 

However, the Group recorded a loss before taxation of approximately RM439,000 for the three (3) months ended 31 March 2006 as compared to the profit before taxation for the corresponding period in the preceding financial year of approximately RM442,000. This  losses suffered by the Group 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
Comment on Material Change in Profit Before Taxation

	
	3 months ended

	
	31/03/06
	31/12/05

	
	RM’000
	RM’000

	
	
	

	Profit/(loss) before taxation
	(439)
	(545)


During the financial quarter under review, the Group recorded a lower loss before taxation of approximately RM439,000 as compared to a loss before taxation of approximately RM545,000 for the preceding quarter ended 31 December 2005. The decrease in loss before taxation for the quarter under review was mainly attributable to the increase in revenue recorded in the quarter under review.

B3
Commentary on Prospects

The Group anticipates better results in the period ahead as the global price of steel has started to pick up and continues to rise. The situation augurs well for the Group’s core division of the Hardware and Building Material Division being a stockist for steel products. The Group’s strategy to achieve a satisfactory performance for the year 2006 will be to remain focused on its steel service division to meet not only the Group’s target of capturing a larger market share but also to poise the Group for the anticipated increase in demand for construction steel subsequent to the recently announced 9th Malaysian Plan. 
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 disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable.

B5
Income Tax Expenses

	
	
	3 months ended

	
	
	
	31/03/06
	31/03/05

	
	
	
	RM’000
	RM’000

	Malaysia income tax
	
	
	
	

	
	
	
	
	

	-current
	
	
	458
	471

	-under/(over) provision in 
	
	
	-
	-

	  prior years
	
	
	
	

	
	
	
	458
	471

	
	
	
	
	

	Deferred taxation
	
	
	94
	(8)

	
	
	
	
	

	TOTAL
	
	
	552
	463


The effective tax rate for the financial periods ended 31 March 2006 and 31 March 2005 was not reflective of the statutory tax rate principally due to the losses of certain subsidiaries which cannot be set off against taxable profits made by other subsidiaries, and certain expenses which are not deductible for tax purposes.

B6
Sale of Unquoted Investment and Properties

There were no sales of unquoted investments and properties during the quarter under review and financial year-to-date.

B7
Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the quarter under review and financial year-to-date.

(b)
Total investment in quoted securities by the Group as at 31 March 2006 were as follows:-

	
	
	
	12 months ended

	
	
	
	31/03/06
	31/03/05

	
	
	
	RM’000
	RM’000

	
	
	
	
	

	(i)  at cost
	
	
	38
	38

	
	
	
	
	

	(ii)  at carrying value / book value     
	
	
	38
	38

	
	
	
	
	

	(iii) at market value.
	
	
	26
	43


B8
Corporate Proposals

The Group does not have any corporate proposals announced but not completed as at the date of this report. 

On 4 April 2006, the Company announced that it intends to seek the approval of its shareholders for the renewal of shareholders’ mandate to enter into recurrent related party transactions ("RRPT") of a revenue or trading nature which are necessary for the day-to-day operations of the Company and its subsidiary companies and new shareholders' mandate for additional RRPT at the forthcoming Twelfth Annual General Meeting of the Company to be convened.

B9
Borrowings

	
	31/03/06

	
	RM’000

	Short Term
	

	Bank overdrafts (unsecured)
	838

	Bills payable (unsecured)
	111,935

	Term loans (amount payable within 12 months)
	1,657

	
	114,430

	Long Term
	

	Term Loans (secured)
	6,271

	Less : amount payable within 12 months
	(1,657)

	
	4,614


B10
Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments as at the date of this report.

B11
Changes in Material Litigation

As at date of this report, there were no changes in material litigation, including the status of pending material litigation since the last annual balance sheet date of 31 December 2005.

B12
Dividends

The Board of Directors had recommended a first and final dividend of 1 sen gross per ordinary share, less income tax at 28% for the financial year ended 31 December 2005 (2004: 5 sen gross per ordinary share, less income tax at 28%) subject to the approval of the shareholders at the twelve Annual General Meeting of CHRB. The book closure date will be announced at a later date. This was duly announced on 27 April 2006.
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

	
	
	
	31/03/06
	31/03/05

	
	
	
	
	

	(Loss)/Profit after tax and minority interest (RM’000)
	
	
	(789)
	147

	
	
	
	
	

	Weighted average number 
	
	
	44,774
	44,744

	 of ordinary shares in issue (‘000)
	
	
	
	

	
	
	
	
	

	Basic (loss)/earnings per share (sen)
	
	
	(1.76)
	0.33

	
	
	
	
	

	Fully diluted (loss)/earnings per share (sen)
	
	
	(1.76)
	0.33


BY ORDER OF THE BOARD

DATO’ LIM LOONG HENG

DEPUTY MANAGING DIRECTOR

Date: 29 May 2006
PAGE  
14

