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1. Review of Financial Performance

The Group’s turnover of RM42.1 million for the current quarter represented a decrease of 43% over the RM73.9 million recorded in the preceding year corresponding quarter.  The decrease in turnover generally reflects the slow-down in the domestic construction activities coupled with the weak demand for steel products and the reduction in selling price for the current quarter as compared with the preceding year corresponding quarter.  

The reduction in turnover and selling price had resulted in a loss before tax of RM9.1 million for the current quarter under review as compared with a profit before tax of RM5.8 million for the preceding year corresponding quarter.   The losses incurred for the current quarter was mainly attributable to the following:-

· erosion of profit margins with the rising raw material cost and difficult operating environment;

· lower selling prices and the revaluation of stocks;

· immediate RM2.3 million charged-off  pre-operating expenses incurred in one of the manufacturing subsidiary;

· termination of the purchase agreement which resulted in an exceptional loss of RM2.5 million.

2.
Variation of Results Against Preceding Quarter

The Group’s turnover for the current quarter under review was RM42.1 million, a decrease of 46% as compare with the preceding quarter of RM77.8 million.   The decrease was mainly due to the highly competitive market in the steel industry for the current quarter as compared with the preceding quarter.

The Group recorded a loss before tax of RM9.1 million for the current quarter under review as compared to the profit before tax of RM11.4 million in the preceding quarter.  Competitive pricing, stocks revaluation to reflect the current market value and the lower turnover following the weak demand for steel products had affected the results of the Group for the current quarter.  In addition, the pre-operating expenses charged-off and the termination of purchase agreement as mentioned in Note 1 above had also affected the current quarter results.

3. Company’s Prospects









The performance of the Group will be affected by various factors such as world price of the steel products, the volatility in the raw materials, uncertainty of growth in the domestic construction activities and the potential roll-out of the Government projects, particularly in the water sector.  The Group will continue to monitor and take appropriate actions to address the uncertainties arise.  The Directors expect challenging performance for the Group in the coming year. 

4.
Profit Forecast / Guarantee

The Company did not issue any profit forecast or guarantees.

5.
Taxation


Included in the taxation are the following:
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------------









  10,410









=======

The deferred tax asset of the Group is recognized only to the extent that it is probable that future taxable profits will be available against which the asset can be utilized.  Current year tax provision was based on the estimated taxable amount.
6.
Unquoted Investments and Properties













On 29th March 2002, a subsidiary entered into an agreement with a third party to purchase a piece of leasehold vacant land situated in District of Klang for a total consideration of RM21.8 million.    However, on 8 August 2005, both parties agreed to terminate the agreement signed.  

7. Purchase / Disposal of Quoted Securities






There was a purchase of 20,000 Ordinary Shares of RM1.00 each on 22 December 2004 for consideration of RM32,000.










Quoted

Investment










As At










31-October-2005










RM’000
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32

At Book Value




18

At Market Value as at 31 October 2005

18

8. Status of the Corporate Exercise

a)
Corporate Debt Restructuring Scheme (“CDRS”)
i)
The CDRS in preceding year involved the issuance of RM60.0 million nominal value of RCSLS-A and RM35.0 million nominal value of RCSLS-B by JAKS to the scheme creditors on 9 June 2004. 

As at 8 February 2005, all the RCSLS-A and RCSLS-B issued by the Company were fully converted into 95,000,000  ordinary shares in JAKS.

ii)
On 1 July 2005, the Securities Commission (“SC”) approved the extension of   time up to 30 June 2006 for JAKS to comply with the required conditions as imposed on the CDRS of Wing Tiek Holdings Berhad on obtaining the Certificate of Fitness from the local authorities for the following properties :-

1. Lot No. 532, Mukim Damansara, Daerah Petaling, Selangor

2. Lot No. 536 and 537, Mukim Damansara, Daerah Petaling, Selangor

3. PT No. 21884, Mukim Kapar, Daerah Kelang, Selangor.

b)  Joint Venture Contract


Weifang JAKS Water Management Co. Ltd

On 21 April 2005, the Company entered into a Joint Venture Contract with Weifang Beihei Water Ltd Co  (“Weifang Water”) to establish a Joint Venture Company, with the proposed name of Weifang JAKS Beihei Water Management Ltd Co (“WJBW”) in Weifang, Shandong Province of the People’s Republic of China to construct and manage the Weifang City supply of untreated water for industrial use to the SANBEI Area in Shandong Province. 

On 24 August 2005, the Company announced that the Group will hold 100% equity interest in Weifang Water instead of 75% in the joint venture company. On 27 July 2005, the Company received the Certificate of Approval from the Weifang People’s Government in the People’s Republic of China for the incorporation of the wholly owned subsidiary company, Weifang JAKS Water Management Co. Ltd  (“WJWM”) The paid up capital of WJWM is USD5 million.

On 18 November 2005,  the Company entered into a Sale & Purchase Agreement with the Weifang Yintong Guoji Investment Co. Ltd  (“WYGI”);  which is a Weifang City Government-Linked Company, to dispose of the Company’s entire investment in WJWM to WYGI for a total cash consideration of USD3.95 million.  The original cost of investment in WJWM of approximately USD2.65 million was made on 2 August 2005 and this disposal will result in a gain of about USD1.30 million.

       Shandong Weifang Port Limited Company

On 23 November 2004, JAKS entered into Heads of Agreement (“HOA”) with Shandong Weifang Port Limited Company  (“SWP”) for a proposed joint development and extension  of a twenty thousand (20,000) tonnage dock and berth at Weifang Port in Shandong, China (“Weifang Port Extension Project”).   However, on 18 November 2005, after due review of the technical and financing requirements for the Weifang Port Extension Project, it is of the opinion that it would be in the best interest of the Company to rescind the HOA for the joint venture with SWP.

c)  Proposed Placement
On 5 May 2005, JRB announced that the Company will undertake a  private placement of up to 39,851,000 new JAKS Shares, representing approximately 10% of the existing issued and paid-up share capital of the Company.


The Proposed Placement will enable JAKS to raise additional working capital expeditiously for the core business of the Group and to defray expenses in relation to the Proposed Placement.


On 3 June 2005, the Ministry of International Trade and Industry  (“MITI”) informed that it has no objection to the  Proposed Placement, subject to the approval of the SC and compliance with the Guidelines on the Acquisition of Interests,   Mergers and Take-overs by Local and Foreign Interests.  The Company is also required to inform MITI in relation to the allocation of the Placement Shares to Bumiputera investors within 6 months from MITI letter.

On 6 June 2005, JAKS received the conditional approval from SC in relation to the Proposed Placement  The conditional approval was announced by the Company on 8 June 2005.  On 1 December 2005, JAKS announced that the SC has approved the Company application for an extension of time to 5 June 2006 to complete the placement.


On 14 June 2005, JAKS announced that the issue price of the Placement Shares at RM1.27 per Placement Share, which represents a discount of approximately 5% based on the 5-day weighted average market price of JRB’s ordinary shares of RM1.00 each up to 13 June 2005 of RM1.34.


JAKS is presently discussing with the Placement Agent on finalization of the placement agreement.

d) Proposed Acquisition

On 26 August 2005, the Company signed a Memorandum of Understanding (“MOU”) with Dato’ Roslan Bin Saidin, Mohmad Damahuri Bin Mohamad Tahir and Rahim Bin Ibrahim (collectively referred to as “the Vendors”), to start negotiation with the Vendors for the proposed acquisition of 70% of the entire issued and paid-up share capital of Laksana Wibawa Sdn Bhd (“LW”) or such other percentage as maybe mutually agreed and the payment for the purchase consideration to the Vendors may, provided it is acceptable to the Vendors be in the form of combination of cash and shares in JAKS.

The MOU will grant JAKS the rights to information on LW for valuation of the purchase price of LW shares and the MOU is valid for a period of two months from 26 August 2005.

On 26 October 2005, JAKS entered into an agreement with the Vendors to extend the expiry period of the MOU to 31 January 2006 or until such other later date as may be agreed upon.

9.
Group Borrowings











Group borrowings as at 31 October 2005 including interest denominated in Ringgit Malaysia are as follows: -

	
	Secured
	
	Unsecured
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Short term borrowings

Overdraft
	96,144

 11,570
	
	1,866
	
	98,010

11,570

	
	
	
	
	
	

	Long term borrowings
	23,692
	
	   181
	
	23,873

	
	
	
	
	
	

	Total
	  131,406
	
	2,047
	
	  133,453


Included in the Group borrowings is the term loan granted for the deposit totalling RM28.1 million payments made for the Weifang Port Extension project.  
10.
Off Balance Sheet Financial Instruments


















As at 23 December 2005, the Group does not have any off balance sheet financial instruments.


11. Material Litigation


















The Group does not have any material litigation as at 23 December 2005.

12. Dividend

No dividend has been declared nor paid for the quarter under review.

13.
Earnings Per Ordinary Share

The Earnings per ordinary share has been calculated based on the Group’s profit after taxation and minority interests of  on the weighted average number of ordinary share of  RM1.00 each of 397,470,436 in issue as at 31 October 2005.  

4th Quarter Ended 31 October 2005.






Net  Loss for the  quarter    (RM’000)


            (12,195)

Weighted average Number  

of Share in issue  (RM1.00 each)    (‘000)



397,470

Basic Loss Per Share       (sen)



                (3.07)

Diluted Loss Per Share    (sen)




    (3.07)

Year-to-date Ended 31 October 2005.
Net Profit for the year  (RM’000)

   

                8,930

Weighted average Number  

of Share in issue   (RM1.00 each)    (‘000) 


397,470 
Basic Earnings Per Share       (sen)




      2.25

Diluted Earnings Per Share    (sen)




      2.25

By Order of the Board











Ang Lam Poah

Managing Director

29 December 2005.
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