WTK HOLDINGS BERHAD (10141-M)

(Incorporated in Malaysia)

Notes

1. Accounting Policies

The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with the 1998 financial statements.

2. Exceptional Item

There was no exceptional item during the period of 1999.

3. Extraordinary Item

There was no extraordinary item during the period of 1999.

4. Taxation

There was under provisions of taxation amounting to RM807,000 in respect of prior years.

5. Pre-acquisition Profits/(Losses)

There was no pre-acquisition profits/(losses) during the period of 1999.

6. Profit/(Loss) on Sales of Investment and Properties

There was no profit/(loss) on sale of investments and properties during the period of 1999.

7.
Quoted Securities

  Cumulative

         Quarter ended








               30.09.99                                                    








              

RM`000

a) Purchases / Sales



Total Purchases




      -     









======



Total Disposals




   3,702 









======  



Total Profit/(Loss) on Disposal

      
      -     









======

Pg 1

WTK HOLDINGS BERHAD (10141-M)

(Incorporated in Malaysia)








  As at 
 
   As at









30.09.99

31.12.98








 RM`000
 RM`000

b) Investment
 



Total investment at cost



    2,176
   
     5,878









======
 ======

Total investment at carrying value/



book value (after provision for diminution



in value).




       585  
     4,287









======
 ======

Total investment at market value 

       699
    
     3,694









======
 ======

8. Changes in Composition of the Company

During the period of 1999, General Aluminium Works (M) Sdn Bhd, a subsidiary of the Company, has acquired 70% of the total issued and paid-up capital of Zapstat Sdn Bhd for a total cash consideration of RM40,000. The acquisition has resulted in Zapstat Sdn Bhd becoming a subsidiary of the Company.

9.
Corporate Proposals

Today, in a separate announcement, Commerce International Merchant Bankers Berhad, on behalf of WTK Holdings Berhad (“WTK”), announced that the Company proposes to implement:-

(i) a bonus issue of up to 54,618,842 new ordinary shares of RM1.00 each in WTK (“Share(s)”) on the basis of one (1) new Share for every two (2) existing Shares held at a date to be determined later (“Proposed Bonus Issue”); and

(ii) an employee share option scheme (“ESOS”) for eligible employees and Executive Directors of WTK and its subsidiaries (“Proposed ESOS”).

10.
Seasonality or Cyclicality of Operations

Weather conditions plays an important role in the Group’s timber operations. The more  favourable weather conditions during the period of 1999 as compared to 1998 has a positive impact on the Group’s results.
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11. Issuance and repayment of Debts and Equity Securities
Not applicable.

12.
Group Borrowings and Debt Securities

The Group’s borrowings and debts securities as at the end of the reporting period were as follows:







  As at 
 
   As at







30.09.99

31.12.98





RM`000
RM`000

Secured

Short term borrowings


  62,467

   66,083

Long term borrowings


    3,683

     5,986






  --------
-
   ---------






  66,150

   72,069






  =====
   =====

Unsecured

Short term borrowings


  28,509

   34,153

Long term borrowings


      -

       -






  ---------
   ---------






  28,509

   34,153






  =====
   =====

Total

Short term borrowings


  90,976

100,236






======
======

Long term borrowings


    3,683

    5,986






======
======

13. Contingent Liability

There is a guarantee to a former Principal of a subsidiary company which is amounting to RM500,000 in respect of an assignment of debtors as at the date of this announcement.

14. Off Balance Sheet Financial Instruments

There are no financial instruments with off balance sheet risks as at the date of this announcement.
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15. Material Litigation

(i) Summary judgement was obtained on 6 October 1998 by the Company for a claim amounting to RM2.65 million against Westmont Construction Sdn Bhd (“WCSB”) in respect of the settlement by the Company of WCSB’s banking facilities amounting to RM2.65 million for which the Company was the guarantor. The Company has commenced garnishee proceedings against Sabah Shipyard Sdn Bhd for the recovery of the said amount.

(ii) The Court granted an Order on 10 September 1999 for specific performance of the agreement between Central Mercantile Corporation (M) Sdn Bhd (“CMCM”), a subsidiary of the Company and Ganda Plantations Sdn Bhd (“GPSB”) for the divestment of CMCM’s entire shareholding in Litang Plantations Sdn Bhd for RM1.75 million. As GPSB has not complied with the Order, CMCM has filed an application for judgement to be entered. No hearing date has been fixed as at the date of this announcement.

(iii) The Company has filed an action for specific performance of the agreement between the Company and Westmont Land (Asia) Bhd for the divestment of the Company’s entire shareholding in Ganda Plantations Sdn Bhd for RM5.9 million. The hearing date is fixed on 3 February 2000.

16. Segmental Reporting As At  30 September 1999 

  Profit

    Total









  Before

   Assets

Turnover
Taxation
Employed






 RM`000
 RM`000 
  RM`000

Timber




 287,011
  68,262

 368,720


Manufacturing



   65,305 
    5,188

   49,267


Trading




   55,731  
    3,430

   21,030


Others




     2,962 
    2,055

   68,566


Associated Company


       -

       743

     5,670


411,009    
  79,678

 513,253 


17. Material changes for the quarter reported on as compared with the preceding quarter

As this is the first set of quarterly results released, no comparative is furnished. 
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18. Review of Results

For the quarter under review, the Group has achieved a turnover of RM140.7million, and pretax profit of RM30.0million. The results were a significant year-on-year improvement over that of the third quarter of 1998. Year to date, the Group has achieved a turnover of RM411.0million and pretax profit of RM79.7million.
Timber

The performance of the Group’s timber operations, which is the main profit contributor, was within expectations. The commendable results achieved in the third quarter of 1999 can be attributed to the stabilizing of global timber prices – the Group’s average log price is about US$125 per cubic meter while plywood prices averaged US$300 per cubic meter.  In addition, the weather conditions in Sarawak has been favourable for timber harvesting; with average rainfall recorded in Sarawak of 210mm compared to 280mm recorded in the third quarter of 1998, which had severely hampered timber production.  The demand for the Company’s timber products from the traditional export markets such as Japan remained strong in the third quarter of 1999.


Manufacturing & Trading

The manufacturing and trading divisions recorded a notable increase in sales, especially for the Company’s foil products, in tandem with improving consumption in the domestic and regional markets.  The improvement in the performance of both the tape and foil divisions is mainly attributed to an expanded product range, the pursue of an aggressive marketing strategy in opening new export markets and better cost management.

19.
Current Year Prospects


For the Group’s timber operations, it is confident of achieving results, which would at least match that of the third quarter of 1999, barring unforeseen events.  Log and plywood prices are expected to stabilize around current levels, while the demand from our traditional markets is expected to remain strong.  The Japanese government’s latest announcement in November of a fresh injection of 6.5 trillion yen to stimulate the economy is likely to further improve the overall demand for building materials (including timber).  The Japanese Housing Starts of 107,620 units in August 1999 showed a marked improvement of 8.4% over the same period in 1998.  Further, the threat of dumping by Indonesian timber producers has shown further signs of subsiding, given the supply shortfall and the strengthened rupiah.


As for the Group’s manufacturing and trading operations, the Group is expected to carry through an aggressive marketing approach to maintain its third quarter of 1999 performance in the next quarter.  Improvement from the manufacturing and trading divisions is likely to be derived from continued efforts to increase sales through an expanded range of products and increased presence in its export markets.
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20. Variance of actual profit from forecast profit and shortfall in profit guarantee

Not applicable.

21.
Dividend

No interim dividend has been recommended.
22.
Y2K Compliant Disclosure
The Group is Y2K compliant but nevertheless will stay vigilant to inherent risk of third parties to minimize any effects on the Group’s operations.

23.
Profit Guarantee Variation
The profit guaranteed, a variation of which approval was obtained from the Securities Commission on 5 April 1999, is determinable only at 31 December 2001.

24.
Purchase of Own Shares

The Company did not implement any shares buy-back for the period of 1999. The mandate to implement the shares buy-back expired at the conclusion of the Twenty-Seventh Annual General Meeting held on 28 June 1999.

BY ORDER OF THE BOARD

CHUA CHIEW MOY

COMPANY SECRETARY

Date: 19 November 1999 
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