JAKS RESOURCES BERHAD (Company No. 585648-T)

B.
ADDITIONAL INFORMATION ON INTERIM FINANCIAL REPORT REQUIRED BY THE BURSA SECURITIES  LISTING REQUIREMENTS
JAKS RESOURCES BERHAD (Company No. 585648-T)

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 RM96.2 million for the current quarter increased by 32% over the previous year corresponding quarter of RM72.8 million. The increase was mainly due to the improvement in market sentiments particularly in the steel industry, which resulted in better turnover.

With the higher turnover, the Group recorded a profit before tax of RM6.3 million in the first quarter as compared to a loss before tax of RM3.1 million in the preceding year corresponding quarter.  The general increase in selling price of steel related products during the quarter, recognition of profit on completion of the construction projects as well as the gain on disposal of leasehold land contributed to the Group’s profit. 

2.
Variation of Results against Preceding Quarter

The Group’s turnover for the current quarter under review of RM96.2 million improved from the turnover of RM81.5 million in the preceding quarter.   

Correspondingly, the Group’s profit before tax increased to RM6.3 million from RM1.2 million in the preceding quarter following the general increase in selling price of steel related products, recognition of profits from the completed projects and the gain on disposal of leasehold land.

3. Company’s Prospects









The Directors are of the view that should the selling price of steel products continue to rise and 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 :

Current Quarter
Period to-date







      Ended
                 Ended 

                       31 January 2007
31 January 2007







      RM’000
                 RM’000



Taxation




-
Current Year


 915

   
915



Deferred Tax



-
Current Year


 304
 
    
304






                     ---------

         ---------







          1,219

         1,219





                      =====
                    ======


Current year tax provision was based on the estimated taxable amount.   The tax charge of the Group is mainly from profitable subsidiaries’ taxation, and for tax purposes, cannot be utilized to set off against losses of other companies within the Group.

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.  
6.
Unquoted Investments and Properties









There were no purchase or sale of unquoted investments and properties for the quarter under review save as listed below:

a) Disposal of long term leasehold land

Disposed of the entire long term leasehold land with net book value amounting to RM6.1 million for a sales consideration of RM9.1 million.   The disposal resulted in a gain amounting to approximately RM2.7  million. 

7. Purchase / Disposal of Quoted Securities






There was no purchase or disposal of quoted securities for the quarter under review.
  Total investment in quoted securities as at 31 January 2007 were as follows:








     RM’000


At Cost




 
102


At Book Value




  88


At Market Value




111

8. Status of the Corporate Exercise

a)
Corporate Debt Restructuring Scheme (“CDRS”)

Further to the status of the CDRS as announced on 21 December 2006 in respect of the unaudited consolidated financial results for the 4th quarter ended 31 October 2006, JAKS is required by the Securities Commission to comply with the conditions imposed on the CDRS of Wing Tiek Holdings Berhad on obtaining the Certificate of Fitness (“CF”) from the local authorities for the following remaining properties:-

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

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

The status on the approval for the building plan and CF for the aforesaid properties as set out since the last quarterly announcement are highlighted below:


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

As announced in the last quarterly announcement, on 4 December 2006, Ultiquest Sdn Bhd (“Ultiquest”), a consultant appointed by JAKS, have obtained the Development Order approval in principal from the Planning Department, MPSJ and will submit for final endorsement by end of December 2006.  As such, JAKS had, on 6 February 2007, received its final endorsement on the approved Development Order.  

The building plan application was submitted to the Building Department, MPSJ on 7 March 2007 and the application is currently under process.  Upon approval of the building plan application, the Company will arrange for construction work related to the CF application.  The CF application will then be submitted to MPSJ for approval.  According to the consultant, JAKS is expected to obtain the CF by 31 December 2007.

 PT No. 21884,  Mukim Kapar, Daerah Kelang, Selangor
As announced in the last quarterly announcement, following MPK’s approval for the road and drainage drawings on the building plan on 25 January 2007, MPK has, on 28 February 2007, approved the street lighting application, which is the final condition for the building plan approval. On 5 March 2007, MPK and Ultiquest conducted a joint site inspection to determine the minimum requirements prior to applying the CF.

On 19 March 2007, JAKS received fee quotations for the construction of the road, drainage and street lighting works (“Constructions”) and the quotations were forwarded to Ultiquest for evaluation on 22 March 2007.  Due to the delay in the street lightings approval issued by MPK, Ultiquest has advised that the completion of the Constructions will require another 6 months.  Consequently, JAKS is expected to obtain the CF by 4th Quarter of 2007, instead of 2nd Quarter 2007 as announced in the last quarterly announcement.


b) 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 next month or such later dates as mutually agreed by both parties.

   c)  Joint venture with Bina Darulaman Berhad (“BDB”)
On 27th December 2006, JAKS has entered into a Joint Venture Agreement with BDB to form a consortium for the purpose of recording the terms and conditions of each party's commitment and cooperation in respect of the joint proposal to be made to the State Government of Kedah Darul Aman ("Kedah State Government") to secure the contract for the supply of all the pipes, fittings and related components (save for ductile iron pipes) for implementation of various waterworks projects within the State of Kedah Darul Aman ("Waterworks Projects") for an initial term of 10 years, subject to a further extension of 10 years at the discretion of the Kedah State Government ("the Proposal"). 

It is the intention of BDB and JAKS that if the award of the Waterworks Projects is granted by the Kedah State Government, both parties shall establish a new company to be known as BDB – JAKS Consortium Sdn Bhd ("the JV Company") to manage the business of selling and supplying to the Kedah State Government and its agencies of their requirements for the Products and to carry out the Waterworks Projects. BDB shall own 40% equity interest and the Company owns the balance of 60%. The Company expects positive contribution to its future earnings from this investment.

9.
Group Borrowings











Group borrowings as at 31 January 2007 including interest denominated in Ringgit Malaysia are as follows: -

	
	Secured
	
	Unsecured
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Short term borrowings

Overdraft
	   108,173

        72
	
	   1,546

  -
	
	   109,719

        72

	
	
	
	
	
	

	Long term borrowings
	    2,751
	
	           -
	
	   2,751

	
	
	
	
	
	

	Total
	   110,996
	
	  1,546
	
	  112,542


10.
Off Balance Sheet Financial Instruments


















As at 23 March 2007, 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 (JKAS) and subsequently after repair works have been completed, 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. 

The case management which was fixed on 15 January 2007, has been postponed by the High Court to 13 February 2007.  However, on 13 February 2007, the case management has been postponed further by the High Court to 22 March 2007.  On 22 March 2007, the case management has now been fixed for mention on 4 April 2007.   The application by the Company for Discovery against PUAS and SYABAS and Inspection of SYABAS Concession Agreement has been heard on 23 March 2007 and a decision is fixed for 4 April 2007.   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 profit 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 January 2007.  

1st Quarter / Period-to-date

Ended 31 January 2007.






Net Earnings for the  quarter    (RM’000)

                            5,164

Weighted average Number  

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



398,510

Basic Earnings Per Share       (sen)


               
     1.30

Diluted Earnings Per Share    (sen)



   
      N/A

By Order of the Board











Ang Lam Poah

Managing Director

29 March 2007.
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