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 1999 financial statements.

2. Exceptional Item

  Cumulative

Quarter ended

    30-06-2000  .

       RM`000

Profit on sale of quoted securities




         987     









       =====

3. Extraordinary Item

There was no extraordinary item during the current financial period ended 30 June 2000.

4. Taxation

The tax figures did not contain any deferred tax or adjustment for under or over provisions in respect of prior years.

5. Pre-acquisition Profits/(Losses)

There was  no pre-acquisition profits/(losses) during the current financial period ended 30 June 2000.

6. Profit on Sales of Investment and Properties

  Cumulative

         Quarter ended








            30-06-2000   .








               RM`000


Profit on sale of quoted securities (Note 2)

    987









=======
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7.
Quoted Securities

  Cumulative

         Quarter ended








             30-06-2000  .








                RM`000

a) Purchases / Sales



Total Purchases




       -   









 ======



Total Disposals




     1,480 









======  



Total Profit on Disposal


      
       987     









 ======








    As at 
 
   As at









30-06-2000
31-12-1999








  RM`000
 RM`000

b) Investment
 



Total investment at cost



     3,478  
    5,212









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

Total investment at carrying value/



book value (after provision for diminution



in value).




     3,460  
     4,940









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

Total investment at market value 

     3,829  
     9,413









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

8. Changes in Composition of the Company

There were no changes in the composition of the Company during the current financial period ended 30 June 2000.

9.
Status of Corporate Proposals

i)
Bonus Issue

On 7 July 2000, WTK Holdings Berhad allotted 54,618,842 new ordinary shares of RM1.00 each credited as fully paid-up under a bonus issue on the basis of one (1) new ordinary share for every two (2) existing ordinary shares held at 30 June 2000. The new shares were listed and quoted on the Kuala Lumpur Stock Exchange on 18 July 2000. The issue and allotment of these shares has increased the Company’s issued and paid up capital from RM109,237,685 to RM163,856,527.
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ii) Employee Share Option Scheme

An employee share option scheme for eligible employees of the WTK Group was implemented on 25 July 2000. The scheme is valid for 5 years until 23 July 2005.

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

10.
Seasonality or Cyclicality of Operations

The Group’s production volume was higher in the quarter under review as compared to the preceding quarter. The timber operations was not affected by weather conditions for the quarter under review.

Demand in the quarter under review for the non-timber manufacturing and trading division was higher as compared to the preceding quarter. This was within expectation after a sluggish first quarter demand due the festive seasons and high volume of stockpiling by the customers before the Y2K rollover. 

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







30-06-2000
31-12-1999




  RM`000
RM`000

Secured

Short term borrowings


     51,321
   65,994

Long term borrowings


       5,615
     2,625






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






     56,936
   68,619






   ======
   =====

Unsecured

Short term borrowings


     31,871
   27,956

Long term borrowings


        - 

       -






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






     31,871
   27,956






   ======
   =====

Total

Short term borrowings


     83,192
    93,950






   ======
   =====

Long term borrowings


       5,615
      2,625






   ======
   ===== 
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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 






    268










   ------











    768











   ====

14.
Off Balance Sheet Financial Instruments

There is no financial instruments 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. Hearing date for the sealed garnishee order to be made absolute is fixed on 7 September 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 was on 11 April 2000. However, the Court will only deliver the decision at a date yet to be fixed. 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 has been adjourned to 10 October 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.
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16. Segmental Reporting As At 30 June 2000

  Profit

    Total









  Before

   Assets

Turnover
Taxation
Employed






 RM`000
 RM`000 
  RM`000

Timber




180,150
 
40,915

415,996


Manufacturing



  45,730

  4,833

  54,865


Trading




  30,350
   
  2,321

  19,326


Others




    2,614
   
      16
    
  81,267


Associated Company


      - 

    773

    6,534


Exceptional Items


      -

    987

        -

     

                                                                  .

258,844             49,845     
 577,988 .

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

Changes for the quarter reported on as compared with the preceding quarter is as set out in Note 18. 

18. Review of Results

The Group achieved pre-tax profits of RM27 million on turnover of RM139million. These reflect an increase of approximately 19% and 17% in the pre-tax profits and turnover respectively, as compared with the preceding quarter. On a half yearly basis, the Group recorded pre-tax profits of RM50 million on turnover of RM259million.

Operation Review

Timber

The second quarter of the year saw an increase in log production by approximately 25% where the major markets sold to are Japan, China, South Korea and India. The higher production output is anticipated in view of the seasonal pattern for the industry, where during the second quarter of the year, the weather is conducive coupled with fewer festive holidays. As compared with the preceding quarter, the Group’s average log prices this quarter increased marginally.

As for plywood, prices stabilized towards the end of the quarter. The Group’s plywood production volume increased about 10% compared with the previous quarter.
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On a year on year basis, the profits contribution from the timber division remained almost the same despite the fall in plywood prices by approximately 7%. The decline from the plywood division was compensated by an increase of 12% in log prices.


Non-Timber Manufacturing & Trading


For the quarter in review the non-timber manufacturing and trading division achieved about a 9.5% increase in turnover from the first quarter of 2000.  The increase in sales is attributable to a seasonally increase in volume after the festive periods, coupled with the increase in the selling price of foil and metallized products. The tape division commenced with the sale of higher-grade masking tapes and this was expected to only contribute significantly in the second half of 2000. Profit margins of the various product divisions remained flat despite an increase in its selling prices and stringent cost control. This has been attributed to the Group being unable to pass on the recent rise in the cost of materials in some of its product pricing.

19.
Current Year Prospects


Given the current improving trend in log prices and stabilized plywood prices (where the falling trend in plywood prices has now halted), the Group is confident of achieving improved results in the next quarter, given a seasonally ‘high’ for the industry towards the third quarter of the year, barring unforeseen circumstances. The outlook for the timber industry as a whole remains promising, as the positive factors impacting demand from the traditional major market remained intact. The Japanese housing starts is expected to reach 1.212 million units this year, sustaining the previous year’s growth, while China’s outlook remains positive on the back of a strong GDP being forecasted (7.5%). China’s continued logging ban amid the present drought season should shore up timber demand in the medium term. Indonesia is now contemplating the re-imposition of the ban on log export to ensure sufficient log supply for its downstream operation. 

For its non-timber manufacturing and trading division, the Group is confident of improving on its performance from the continued focus on higher-margin products and increasing its export markets. Also, given the increase in the cost of raw materials, continued efforts would be made to check and control costs and to enhance focus on higher value-adding products from the foil and metallized products division.

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.
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21.
Dividend


No interim dividend has been recommended.

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.
Acquisitions of Shelf Companies

On the 29th August 2000, the Company acquired the entire issued and paid-up share capital of the following two (2) shelf companies, both incorporated in Malaysia:-

a) Xcelmind Sdn Bhd, with an issued and paid-up share capital of two (2) ordinary 

shares of RM1.00 each;

b) Raylane Sdn Bhd with an issued and paid-up share capital of two (2) ordinary shares of RM1.00 each;

(collectively referred as “Acquisitions”).

The Acquisitions have rendered both companies, wholly-owned subsidiaries of the Company.

None of the Directors or Substantial Shareholders of WTK has any interest, direct or indirect, in the Acquisitions.  

BY ORDER OF THE BOARD

CHUA CHIEW MOY

COMPANY SECRETARY

Date: 30th August 2000
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