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

  Cumulative

Quarter ended

      31-12-99    .

       RM`000

Provision for diminution in value of investments (unquoted)

         (640)

Provision for diminution in value of investments (quoted) no longer 
        1,319

required









                    --------










           679










       =====

3. Extraordinary Item

There was no extraordinary item in 1999.

4. Taxation

   Cumulative

Quarter ended

      31-12-99    .

       RM`000

The tax figure contained:

Deferred taxation
       357


     ====

Under provision of taxation
        2,551


        ====

The under provision of taxation in respect of prior years was due to the disallowance of certain expenses claimed previously. The Company has filed an appeal to the Inland Revenue Board on the matter.

5. Pre-acquisition Profits/(Losses)

There was no pre-acquisition profits/(losses) in 1999.
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6. Profit/(Loss) on Sales of Investment and Properties

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

7.
Quoted Securities

  Cumulative

         Quarter ended








              31-12-99     .








              RM`000

a) Purchases / Sales



Total Purchases




   3,036   









======



Total Disposals




   3,702 









======  



Total Profit/(Loss) on Disposal

      
      -     









======








  As at 
 
   As at









31-12-99
31-12-98








 RM`000
 RM`000

b) Investment
 



Total investment at cost



    5,212
   
     5,878









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

Total investment at carrying value/



book value (after provision for diminution



in value).




    4,940  
     4,287









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

Total investment at market value 

    9,413
    
     3,694









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

8. Changes in Composition of the Company

During 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.
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9.
Status of Corporate Proposals

Commerce International Merchant Bankers Berhad, on behalf of WTK Holdings Berhad (“WTK”), announced on 19 November 1999 that WTK 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”).

(Collectively referred to as “Proposals”)

Approval from the Ministry of Finance for exemption from Section 365(1A) of the Companies Act, 1965 was obtained on 25 January 2000.

The Proposals and the listing and quotation of the new Shares to be issued pursuant to the Proposals are currently pending the approval of the Securities Commission (“SC”).

Other approvals required are:

(i) the SC for the Proposed waiver from undertaking a mandatory offer arising from the Proposed ESOS;

(ii)
the Shareholders of WTK at an Extraordinary General Meeting to be convened;

(iii) the KLSE for the listing and quotation of up to 54,618,842 new Shares to be issued pursuant to the Proposed Bonus Issue, for the Bye-Laws and for the listing and quotation for up to ten per cent (10%) of the issued and paid-up share capital of the Company at any time during the existence of the Proposed ESOS;

(iv) the Registrar of Companies, for the Bye-Laws; and

(v) any other relevant authorities.

Other than these Proposals, WTK does not have any outstanding proposal that has been announced but pending implementation. 

10.
Seasonality or Cyclicality of Operations

Weather conditions play an important role in the Group’s timber operations. The more  favourable weather conditions in 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







31-12-99
31-12-98




RM`000
RM`000

Secured

Short term borrowings


  66,811

   66,083

Long term borrowings


    2,625

     5,986






  --------

   --------






  69,436

   72,069






  =====
   =====

Unsecured

Short term borrowings


  28,220

   34,153

Long term borrowings


      -

       -






  --------

   --------






  28,220

   34,153






  =====
   =====

Total

Short term borrowings


  95,031

100,236






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

Long term borrowings


   2,625
   
    5,986






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

13.
Contingent liability

As at the date of this announcement, the contingent liabilities are as follows:-




RM’000

Guarantee to a former Principal of a Subsidiary Company

in respect of an assignment of debtors.




    500

Purchases in dispute but no provision is made.



    268

Bank guarantee to third party





    100












   ------











    868











   ====
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14.
Off Balance Sheet Financial Instruments

There is no financial instrument with off balance sheet risks as at the date of this announcement.

15.
Material Litigation

(i) A claim for indemnity was filed on 10 November 1997 and judgement in default was obtained on 6 October 1998 by the Company for a sum of 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 commenced garnishee proceedings on 24 November 1999 against Sabah Shipyard Sdn Bhd, a debtor of WCSB, for the recovery of the said amount. The garnishee order was obtained on 14 February 2000.

(ii) A suit was filed on 26 January 1999 and 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 to GPSB. As GPSB has not complied with the Order, CMCM has filed an application for judgement to be entered. Hearing date to enter judgement which was fixed on 14 December 1999 has been adjourned to 20 March 2000. The Directors of the Company, in close consultation with their lawyers, are of the opinion that the Company has a reasonable cause of action against GPSB.

(iii) The Company has filed an action on 26 January 1999 for specific performance of the agreement between the Company and Westmont Land (Asia) Bhd (“Wesland”) for the divestment of the Company’s entire shareholding in Ganda Plantations Sdn Bhd for RM5.9 million to Wesland. The hearing date which was fixed on 3 February 2000 has been adjourned to 31 May 2000. The Directors of the Company, in close consultation with their lawyers, are of the opinion that the Company has a reasonable cause of action against Wesland.

16. Segmental Reporting As At  31 December 1999 

  Profit

    Total









  Before

   Assets

Turnover
Taxation
Employed






 RM`000
 RM`000 
  RM`000

Timber




 384,938
  95,336
 
 391,049


Manufacturing



   88,903 
    7,822

   46,908


Trading




   73,021  
    4,821

   20,911


Others




     3,051   
    1,339
   
   73,174
       


Associated Company


       -

    1,074

     6,081


Exceptional Items


       -

       679

        -

                                                                   .

549,913 
 111,071
 538,123 .
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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. 

18. Review of Results

For the financial year 1999, the Group is pleased to announce a substantial improvement in its overall performance, registering a turnover of RM550 million with net profits of RM106 million or earnings RM0.97 sen per share. While turnover level maintained, net profits rose 125% from the previous financial year. The enhancement in results during the year in review is generally attributed from the gradual recovery in global timber prices; improved economic outlook domestically and in the region, reduced interest expense and overheads arising from cost-cutting measures implemented during the year.

Timber

The Group’s timber division delivered significantly improved results largely due to the gradual improvement in global timber prices and rising demand from the major markets for tropical timber products such as Japan, China, India, Taiwan, the US and the EU countries.

Tropical timber prices were generally stable during the year. There were sporadic surges in demand for timber; while these raised timber prices, the demand and supply equilibrium tapered such rises, and generally indicated a gradual improving trend for timber prices for the year. Average export timber prices for financial year 1998 was US$100 per cu. meter for round logs and US$220 per cu. meter for plywood. The  average export timber prices for the 1999 financial year is approximately US$125 per cu. meter for round logs and US$290 per cu. meter for plywood, representing an increase of about 25% for round log prices and 32% for plywood prices.

On demand, Japan continues to be the Group’s major market for round logs and plywood products, accounting for almost 55% of sales. A recovery in housing starts and an improving GDP scenario largely contributed to a strong demand for building materials, which include timber. China and India are the next major markets for the Group’s round logs, accounting for approximately 15% each. China’s demand is driven by a supply shortage due to the imposition of logging bans and rising demand for its infrastructure and home construction activities. India’s sustained economic growth and the implementation of logging bans in the northeastern states, positively contributed to its demand for tropical timber during the year. 
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Manufacturing & Trading


In tandem with the economic recovery and improved consumer confidence locally and in the regional markets, the manufacturing and trading division recorded a significantly improved performance, registering pretax profits of RM12.6 million, compared with RM5.5 million in the last financial year. The increase is mainly attributed to an aggressive marketing strategy in opening new export markets, expanding its range of products, which include higher grade masking tapes, ESD and metallized foil products, and assertive efforts in cost control.

19.
Current Year Prospects

The Group is confident of enhanced prospects going forward. For its timber operations, the Group would continue to focus on its proven strategy for its major markets, that is, the supply of higher quality and value-added products and the provision of consistent good customer service. With the outlook optimistic in the timber trade and an emerging positive trend for timber prices, the Group (with its extensive network) is well positioned to capture rising opportunities.

For its non-timber manufacturing and trading division, the Group is confident of improving its operating performance arising from the implementation of key strategy deployed to acquire new markets for its expanded product range (which include aluminium foil diaphragm, metallized and tape products), and the continued focus on higher-margin products (such as ESD products and masking tapes) of which demand rises in tandem with the electronics sector) and the export markets.


20. Variance of actual profit from forecast profit and shortfall in profit guarantee

(a)
Variance of actual profit from forecast profit (where variance exceed 10%) - Not applicable.

(b) Shortfall in profit guarantee - Not applicable.

21.
Dividend

(a) A first and final dividend (ordinary) has been recommended.

(b)
(i)
amount per share :   5 sen less 28% tax


(ii)
previous corresponding period :   5 sen less 28% tax




(iii)
total dividend for the current financial year :   5 sen less 28% tax

(c)
The date of payment of the first and final dividend will be determined at a later date.

(d) The entitlement date to dividends will be determined at a later date.
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22.
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.

23.
Purchase of Own Shares

The Company did not implement any shares buy-back in 1999. The mandate to implement the share 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:
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