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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 RM81.5 million for the current quarter increased by 94% over the previous year corresponding quarter of RM42.1 million. Improvement in market sentiments particularly in the steel industry and recognition of higher revenue from completion of projects in the construction division were the main reasons for the higher turnover.

With the higher turnover, the Group recorded a profit before tax of RM1.2 million in the fourth quarter as compared to a loss before tax of RM9.1 million in the preceding year corresponding quarter. The loss in the previous year fourth quarter was due to lower selling price in that quarter, stocks revaluation to market value and the charge out of pre-operating expenses of RM2.3 million for one of the manufacturing company as well as the RM2.5 million exceptional loss resultant from the termination of the land purchase agreement. 

For the financial year ended 31 October 2006 (FY2006), the Group achieved a much higher turnover of RM293.0 million. This represents an increase of 24% on the turnover of the financial year ended 31 October 2005. Both the trading division and manufacturing division achieved better sales volume. The higher selling price of certain steel related products during the current financial year coupled with improving market sentiment also contributed to the higher revenue. 

For FY2006, the Group operated in a very competitive environment. It faced pressures from customers on selling price and margins. Delay in implementation of water-related projects also lead to lower contributions. As a result thereof, the Group incurred a loss before tax of RM4.9 million.

2.
Variation of Results against Preceding Quarter

The Group’s turnover for the current quarter under review of RM81.5 million improved from the turnover of RM76.7 million in the preceding quarter.   

Correspondingly, the Group’s profit before tax increased to RM1.2 million from RM1.0 million in the preceding quarter following higher selling price of certain steel related products and recognition of profits from completed projects.

3. Company’s Prospects









The Directors are of the view that should the selling price of steel products continue to improve with the roll out of more water-related projects, the performance of the Group will fair better in the financial year ending 31 October 2007. 

The Group is aware of the challenges in the market place as well as the rising cost of operating in a competitive market and will adopt a cautious strategy by controlling volume and emphasizing on margins and profitability. 

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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-
Underprovided in prior year
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---------









              2,409










=====

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









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 5 July 2006, the Securities Commission (“SC”) approved the extension of   time of up to 31 December 2007 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.

The requirements to obtain the CF for the aforesaid properties were previously imposed by the SC pursuant to the CDRS.  The status on the approval for the building plan and CF for the aforesaid properties are highlighted below:


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

JAKS has made applications to the relevant local authorities since 2003 to obtain the approved building plan and CF for the single storey factory situated on Lot 532. However, in view that JAKS has not received the aforesaid approvals from the local authorities and given that JAKS did not make use of the single storey factory situated on Lot 532 since 2003, JAKS obtained the demolition order on 23 May 2006.  The demolition work to the building has been completed in November 2006.  Therefore, the requirements for the approved building plan and CF are no longer applicable.


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

As part of the procedures to obtain CF, JAKS has obtained the planning approval on 28 February 2004 from the Majlis Perbandaran Subang Jaya (“MPSJ”), and amalgamation approval on 25 September 2004 from Pejabat Daerah dan Tanah Petaling (“PTD”) to amalgamate the land titles for Lots 536 and 537.

However, according to the consultant appointed by JAKS, Ultiquest Sdn Bhd ("Ultiquest"), the planning approval dated 28 February 2004 had expired on 27 February 2005. Consequently, JAKS has submitted an appeal to the PTD on 25 February 2006 for continuation of the application from the previous planning approval application.  

On 12 June 2006, JAKS had surrendered the land titles of Lots 536 and 537 to PTD for issuance of final title.  As at 18 December 2006, the application is still pending comments and approval from the PTD.

On 4 December 2006, Ultiquest have obtained the Development Order approval in principal from the Planning Department, MPSJ and will submit for final endorsement by end of December 2006.  According to Ultiquest, JAKS is expected to obtain the CF by 31 December 2007.

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

On 9 June 2006, MPK has granted a conditional approval on the building plan.  All conditions were complied except for conditions relating to road and drainage. On 29 September 2006,  JAKS obtained the final endorsement from MPK on the planning approval.  Subsequently, on 9 October 2006,  the  road and drainage drawings were submitted for approval on the building plan.   However, on 23 November 2006, upon enquiry from MPK, Ultiquest was instructed to amend and to provide additional streetlighting for re-submission.

Upon the receipt of the building plan final approval from MPK, Ultiquest, on behalf of JAKS will submit an application to MPK for a CF. According to Ultiquest, JAKS is expected to obtain the CF by 2nd Quarter of 2007.
 
b)  Proposed Placement
On 5 May 2005, JAKS 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 of Laksana Wibawa Sdn Bhd 

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.


d) Proposed Acquisition of Empire Deluxe Sdn Bhd

On 20 September, 2006 JAKS entered into a conditional Share Sale Agreement (“SSA”) to acquire 1,000,000 ordinary shares of RM1.00 each (“the Said Shares”) in Empire Deluxe Sdn Bhd (“EDSB”) representing the entire issued and paid-up share capital of EDSB for a cash consideration of RM8,963,464.00 (“Proposed Acquisition”). 

JAKS shall provide and make available to EDSB such funds as shall be sufficient to enable EDSB to fully settle and repay the amount of RM13,036,536 (which are advances that has been earlier made to EDSB by the vendors of the Said Shares) to fully settle amounts owing by EDSB to the Vendors.   There are no other liabilities to be assumed on the Proposed Acquisition under the SSA.  

On 8 December 2006, JAKS received the consent from the Foreign Investment Committee on the Proposed Acquisition.  The Proposed Acquisition is expected to be completed by March 2007 or such later dates as mutually agreed by both parties.   

9.
Group Borrowings











Group borrowings as at 31 October 2006 including interest denominated in Ringgit Malaysia are as follows: -

	
	Secured
	
	Unsecured
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Short term borrowings

Overdraft
	  101,339

  9,300
	
	-

-
	
	  101,339

 9,300

	
	
	
	
	
	

	Long term borrowings
	2,945
	
	 1,546
	
	 4,491

	
	
	
	
	
	

	Total
	 113,584
	
	1,546
	
	  115,130


10.
Off Balance Sheet Financial Instruments


















As at 18 December 2006, the Group does not have any off balance sheet financial instruments.


11. Material Litigation


















On 19 October 2006, the Company announced that its subsidiary company, JAKS-KDEB Consortium Sdn Bhd (“JKDEB”) has on 6 October 2006  filed a civil suit against Perbadanan Urus Air Selangor Berhad (“PUAS”), Syarikat Bekalan Air Selangor Sdn Bhd (“SYABAS”)”) and Government of the State of Selangor Darul Ehsan (“Selangor Government”) (collectively referred as the “Defendants”) for the breach of the Supply Agreement dated 25 October 2001 (“Supply Agreement”)  awarded by the Selangor Government to supply pipes and fittings in the whole State of Selangor Darul Ehsan  including the Federal Territory of Kuala Lumpur and Putrajaya. 

JKDEB has claimed for declarations, damages and injunctions to restrain PUAS and SYABAS from purchasing pipes and fittings all water projects being carried out in Selangor, Federal Territory of Kuala Lumpur and Putrajaya except from JKC and the specific performance of the Supply Contract. 

The High Court on 18 October 2006 allowed JKDEB the injunction orders (ex-parte) until disposal of the inter-parte hearing of the injunction. Subsequently on 22 November 2006, the High Court ordered that the decision of the interlocutory applications be deferred and the writ action be fixed for trial and case management on 15 January 2007. 

According to the oral pronouncement of the Judge, SYABAS is allowed to purchase pipes and fittings for emergency repair and relaying works subject to SYABAS first notifying Jabatan Kawalselia Air Selangor (JAKAS) and subsequently after repair works have been completely, a report as to the quantity and information of the repairs, its location and/or project description be forwarded to JKDEB. This mechanism would be used to safeguard JKDEB's interest in the event damages is awarded in to JKDEB's at the trial. Meanwhile the Selangor Government's application to strike out their name from the Writ was adjourned until further notice (sine die).

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 31 October 2006.  

4th  Quarter 

Ended 31 October  2006.






Net Earnings for the  quarter    (RM’000)

                               490

Weighted average Number  

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



398,510

Basic Earnings Per Share       (sen)


               
     0.12

Diluted Earnings Per Share    (sen)



   
     0.12

Year-to-date

Ended 31 October  2006.






Net  Loss for the  period     (RM’000)


              (5,983)

Weighted average Number  

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



398,510

Basic Loss Per Share       (sen)



                (1.50)

Diluted Loss Per Share    (sen)




    (1.50)

By Order of the Board











Ang Lam Poah

Managing Director

20 December 2006
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