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CHUAN HUAT RESOURCES BERHAD

Company No. 290729-W

(Incorporated in Malaysia)


NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT 

FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2006

A. Explanatory Notes Pursuant to Financial Reporting Standards (“FRS”) 134

A1
Basis of Preparation

The interim financial statements are not audited and have been prepared in accordance with the requirements of FRS 134, Interim Financial Reporting.

The interim financial statements should be read in conjunction with the audited financial statements for the financial year ended 31 December 2005. 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 2005.

A2
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the financial year ended 31 December 2005 except for the adoption of the following new/ revised Financial Reporting Standards (“FRS”) effective for financial periods beginning on or after 1 January 2006:

FRS 2

Shares-based Payment

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108 
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets  



FRS 140
Investment Property

In addition to the above, the Group has also taken the option of early adoption of the following new/revised FRS’s for the financial period beginning 1 January 2006:

FRS 117
Leases

FRS 124
Related Party Disclosures

The adoption of FRS as above does not have significant financial impact on the Group for the current quarter under review.
A3
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the financial year ended 31 December 2005 was not qualified.

A4
Segment Information

	
	3 months ended
	12 months ended

	
	31.12.06
	31.12.05
	31.12.06
	31.12.05

	Segment Revenue
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Trading in hardware & building materials
	174,681
	117,662
	637,408
	470,966

	Manufacturing & trading of IT related products
	13,207
	12,610
	55,276
	51,058

	Investment holding
	383
	3,184
	2,618
	4,882

	Trading in properties
	38
	34
	169
	80

	
	
	
	
	

	Total revenue including inter-segment sales
	188,309
	133,490
	695,471
	526,986

	
	
	
	
	

	Elimination of inter segment sales
	(40,817)
	(32,595)
	(148,744)
	(123,271)

	
	
	
	
	

	Total revenue
	147,492
	100,895
	546,727
	403,715


	
	3 months ended
	12 months ended

	
	31.12.06
	31.12.05
	31.12.06
	31.12.05

	Segment Results
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Profit/ (loss) from operations
	
	
	
	

	Trading in hardware & building materials
	4,279
	1,190
	13,534
	4,196

	Manufacturing & trading of IT related products
	(855)
	(741)
	(1,648)
	(884)

	Investment holding
	(283)
	(312)
	(731)
	(876)

	Trading in properties
	(1)
	12
	20
	4

	
	
	
	
	

	
	3,140
	149
	11,175
	2,440

	
	
	

	
	3 months ended
	12 months ended

	
	31.12.06
	31.12.05
	31.12.06
	31.12.05

	Segment Results
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Profit/ (loss) before taxation
	
	
	
	

	Trading in hardware & building materials
	2,223
	530
	7,973
	592

	Manufacturing & trading of IT related products
	(854)
	(726)
	(1,620)
	(823)

	Investment holding
	(322)
	(360)
	(875)
	(987)

	Trading in properties
	(1)
	12
	20
	4

	
	
	
	
	

	
	1,046
	(544)
	5,498
	(1,214)


A5
Unusual Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows
During the quarter under review, there were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group.

A6
Changes in Estimates

There were no changes in estimates of amounts reported in prior financial years that have had a material effect in the current quarter under review.

A7
Comments about Seasonal or Cyclical Factors


The Group’s performance was not affected by any significant seasonal or cyclical factors in the current quarter under review.

A8
Dividends Paid

	
	3 months ended
	12 months ended

	
	31/12/06
	31/12/05
	31/12/06
	31/12/05

	
	RM’000
	RM’000
	RM’000
	RM’000

	Ordinary Shares
	
	
	
	

	First and final dividend paid
	
	
	
	

	YE2005-1.0 sen gross per ordinary
	
	
	
	

	 share, less income tax at 28%
	-
	-
	322
	1,612

	(YE2004-5.0 sen gross per ordinary
	
	
	
	

	  Share, less income tax at 28%
	
	
	
	


A9
Carrying Amount of Revalued Assets

There were 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
Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities for the current quarter under review.

A11
Changes in Composition of the Group

There were no changes in the composition of the Group during the current financial quarter and financial year to date.

A12
Capital Commitments

The Group has commitments as follows:

	
	31/12/06
	31/12/05
	Changes

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Capital expenditure approved and contracted for
	1,303
	1,333
	(30)


A13
Changes in Contingent Liabilities/Contingent Assets
	
	31/12/06
	31/12/05
	Changes

	
	RM’000
	RM’000
	RM’000

	Corporate guarantees in respect of
	
	
	

	banking facilities granted to subsidiary
	
	
	

	companies
	182,750
	159,689
	23,061

	
	
	
	

	Corporate guarantees in respect of the
	
	
	

	Supply of goods to subsidiary companies
	13,100
	12,100
	1,000


A14
Subsequent Events

There were no material events subsequent to the financial quarter ended 31 December 2006 up to the date of this report which is likely to substantially affect the results of the operations of the Group.

A15
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:-.

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

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

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

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

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

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

vii) CHRB Building Materials Sdn Bhd (CHRBBM), a 66% 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:

	
	
	12 months ended

	
	
	31/12/06

	
	
	RM’000

	
	
	

	a) Sale of goods to
	
	

	
	
	

	    Other related parties
	
	

	    Ahmad Zaki Sdn Bhd
	
	17,442

	
	
	

	    Subsidiaries
	
	

	    CHRBU
	
	11,987

	    CHRBS
	
	7,016

	    CHM
	
	1,184

	    CHSRC
	
	1,907

	    KLC
	
	1,594

	    CHRBBM
	
	2,534

	
	
	

	b) Purchase of goods from
	
	

	
	
	

	    Other related parties
	
	

	    Acsan Steel Service Centre Sdn Bhd
	
	5,370

	
	
	

	    Subsidiaries
	
	

	    CHRBU
	
	96

	    CHSRC
	
	2,050

	    DCB Group
	
	33

	    KLC
	
	603

	    CHM
	
	313

	
	
	

	c) Others
	
	

	
	
	

	    Other related parties
	
	

	    Rental of house paid to LKC & Sons 
	
	9

	    Management fee received from associated company
	
	6

	
	
	

	    Subsidiaries
	
	

	    Rental income received from subsidiaries
	
	420

	    Security, water & electricity charges received from subsidiaries
	
	99

	    Management fee and incentive received from subsidiaries
	
	34

	
	
	


Ahmad Zaki Sdn Bhd is a company in which Dato' Sri 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.

A16
Cash and cash equivalents

	
	31/12/06

	
	RM’000

	
	

	Fixed deposit with a licensed bank
	516

	Cash and bank balances
	17,880

	Bank overdraft
	(1,465)

	
	16,931

	Less : Fixed Deposits pledged
	(369)

	
	16,562
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