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B.
ADDITIONAL INFORMATION ON INTERIM FINANCIAL REPORT REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS  (Cont’d)


1. Review of Financial Performance

The Group’s turnover of RM62.0 million for the current quarter represented an increase of 4% over the RM59.5 million recorded in the preceding year corresponding quarter.  

For the quarter under review, the Group recorded a loss before tax of RM4.1 million as compared to a profit before tax of RM11.2 million in the preceding year corresponding quarter.  The losses incurred for the current quarter was mainly attributable to the following:-

· reduction in profit margins in the steel manufacturing operations which resulted from difficult operating environment;

· lower selling prices of steel related products which led to deterioration of product margins;

· continual slow domestic market demand;

· competitive market environment in the steel market and

· lower contribution of certain manufacturing subsidiaries arising from the delay in implementation of water-related projects.

2.
Variation of Results Against Preceding Quarter

The Group’s turnover for the current quarter under review was RM62.0 million, a decrease of 15% as compared to the preceding quarter of RM72.8 million.   In the preceding quarter, there was higher revenue from the trading division.
Despite the reduction in turnover, the improvement in the market sentiment  especially in the steel markets towards the end of the current quarter resulted in lower operational losses for the Group in the current quarter.   As a result thereof, the Group recorded a lower loss before tax of RM4.1 million for the current quarter under review as compared to a loss before exceptional item and tax of RM7.3 million in the preceding quarter.  

However, the recognition of the following exceptional items in the preceding quarter reduced the losses of the Group before tax in the preceding quarter from RM7.3 million to RM3.1 million:

· RM3.1 million gain on disposal of investment in Weifang JAKS Water Management Co. Ltd;

· RM1.1 million discount received from the forfeiture of deposit paid due to the termination of the sales and purchase agreement of a long leasehold land. 

3. Company’s Prospects









The performance of the Group’s manufacturing division in the last two quarters has been affected by the high carrying cost of the old stock and the low selling price. With the clearance of the old stock, the manufacturing division is expected to contain its losses as the stock position is monitored. 

On this note and the construction and trading division expected to remain profitable in the coming quarters, the Board wish to highlight that the Group’s performance will be affected by the selling price of the steel products, the volatility in the raw material prices and the demand in the domestic construction activities.  

The Group will continue to monitor and take appropriate actions to address the issues and uncertainties arise.  The Directors expect the financial year ending 31 October 2006 to be challenging and the overall performance for the Group will depend on the growth of the water and construction sector and the state of economy in general. 

4.
Profit Forecast / Guarantee

The Company did not issue any profit forecast or guarantees.

5.
Taxation

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 of RM500,000 was based on the estimated taxable amount.
6.
Unquoted Investments and Properties









There was no purchase or sale of unquoted investments and properties for the quarter under review. 

7. Purchase / Disposal of Quoted Securities






There was no purchase or disposal of quoted securities for the quarter under review.


8. Status of the Corporate Exercise

a)
Corporate Debt Restructuring Scheme (“CDRS”)

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 (“CF”) 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.

Since the Company is still in the process of obtaining the necessary approvals from the local authorities, on 15 June 2006, the Company made an application to the SC for an extension of time up to 31 December 2007 to obtain all the necessary approvals from the local authorities in order to fully comply with the required conditions for Lot No. 532,  Lot No. 536 and 537 and PT No. 21884.

The Company is currently awaiting the SC approval on the extension of time to comply with the required conditions imposed.

b)  Proposed Placement
On 5 May 2005, JRB announced that the Company would 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.


On 6 June 2005, JAKS received the conditional approval from SC in relation to the Proposed Placement.  Subsequent thereto, on 1 December 2005,  SC approved the Company’s application.  The stock market sentiment continued to be bearish and JAKS sought for a further extension from SC.


On 14 June 2005, JAKS announced that the issue price of the Placement Shares at RM1.27 per Placement Share.  Before the placement agreement could be finalized, the stock market sentiment fell and the Company’s share price in the market fell below the placement price.  JAKS sought for an extension of time from the SC to complete the placement.


However, SC has, vide its letter dated 29 May 2006, rejected the Company’s application for this further extension of time. As such, the Placement exercise lapsed on 5 June 2006.

c) 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”). 

On 27 February 2006, after due consideration, the Company decided to abort all negotiations on the proposed acquisition of 70% stake in LW.

9.
Group Borrowings











Group borrowings as at 30 April 2006 including interest denominated in Ringgit Malaysia are as follows: -

	
	Secured
	
	Unsecured
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Short term borrowings

Overdraft
	90,205 

10,084
	
	-

-
	
	90,205

10,084

	
	
	
	
	
	

	Long term borrowings
	23,150
	
	 1,546
	
	24,696

	
	
	
	
	
	

	Total
	  123,439
	
	1,546
	
	  124,985


10.
Off Balance Sheet Financial Instruments


















As at 23 June 2006, 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 June 2006.

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 loss after taxation and minority interests of on the weighted average number of ordinary share of  RM1.00 each of 398,510,072 in issue as at 30 April 2006.  

2nd Quarter 

Ended 30 April 2006.






Net  Loss for the  quarter    (RM’000)


              (4,080)

Weighted average Number  

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



398,510

Basic Loss Per Share       (sen)



                (1.02)

Diluted Loss Per Share    (sen)




    (1.02)

Period-to-date

Ended 30 April 2006.






Net  Loss for the  period     (RM’000)


              (6,868)

Weighted average Number  

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



398,510

Basic Loss Per Share       (sen)



                (1.72)

Diluted Loss Per Share    (sen)




    (1.72)

By Order of the Board











Ang Lam Poah

Managing Director

28 June 2006.
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