W T K 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

    30-09-2000
      

      RM`000

Profit on sale of quoted securities




         994     









       =====

3. Extraordinary Item

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

6. Profit on Sales of Investment and Properties

  Cumulative

         Quarter ended








            30-09-2000  









               RM`000


Profit on sale of quoted securities (Note 2)

    994









=======
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7.
Quoted Securities

  Cumulative

         Quarter ended








             30-09-2000  









                RM`000

a) Purchases / Sales



Total Purchases




       -   









 ======



Total Disposals




     1,480 









======  



Total Profit on Disposal


      
       994     









 ======








    As at 
 
   As at









30-09-2000
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 

     3,074  
     9,413









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

8. Changes in Composition of the Company

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

a) Flexitronics Packaging Corporation Berhad (Formerly known as Flexitronics Packaging Corporation Sdn Bhd, formerly known as Raylane Sdn Bhd)

b) Loytape Manufacturing Sdn Bhd (Formerly known as Xcelmind Sdn Bhd)

The acquisitions have rendered both companies, wholly-owned subsidiaries of the Company.
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9.
Status of Corporate Proposals

i)
Share Buy-Back
At an Extraordinary General Meeting of the Company held on 7 November 2000, the Company obtained the mandate of its shareholders to implement a purchase of its own shares of up to 16,385,000 Shares representing approximately 10.0% of the issued and paid-up share capital of the Company as at 29 September 2000.  The mandate will expire at the conclusion of the forthcoming Annual General Meeting of the Company.  Subsequent to the approval of the shareholders, the Company has not implemented any share buy-back of its own shares as at the date of this report.

ii) Proposed Waiver For the Concert Parties From The Obligation Of Implementing A Mandatory General Offer (“MGO”) For The Remaining Shares In W T K Holdings Berhad (“WTK”) Not Already Owned By Them Pursuant To The Exercise Of Options Arising From The Employees Share Option Scheme Of The 

Company (ESOS”) 


Commerce International Merchant Bankers Berhad (“CIMB”), on behalf of the Concert Parties proposed to seek a waiver from the Securities Commission (“SC”) from the obligation of implementing a MGO for the remaining shares in WTK not already owned by them pursuant to the exercise of option arising from the ESOS (“Option”) by Certain Members (“Proposed Waiver”).

The Proposed Waiver is conditional upon approvals being obtained from :-

a) the Securities Commission

b) the independent shareholders of WTK, by way of poll, at an Extraordinary General Meeting to be convened in which the Concert Parties are required to abstain from voting in respect of their direct and indirect shareholdings; and

c) any other relevant authorities/parties.

The Directors and substantial shareholders of the Company, Datuk Wong Kie Yik, Datuk Wong Kie Nai and Mr Wong Kie Chie are interested in the Proposed Waiver. They have and will continue to abstain from any deliberations and voting in Meetings of the Board of Directors of WTK which have been held or are to be held to consider the Proposed Waiver.  The Concert Parties will also abstain from voting, in respect of their direct and indirect shareholdings on the resolution pertaining to the Proposed Waiver at the Extraordinary General Meeting of the Company to consider the Proposed Waiver.

Perdana Merchant Bankers Berhad has been appointed as Independent Adviser to the independent shareholders of WTK for the Proposed Waiver.  

Other than the above, WTK does not have any outstanding proposal that has been announced but pending implementation.
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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 operation was not affected by weather conditions for the quarter under review.

There were no material changes in demand in the quarter under review for the non-timber manufacturing and trading as compared to the preceding quarter. However, demand is expected to improve in the coming quarter in view of the approaching festive seasons. 

11. Issuance and repayment of Debts and Equity Securities
Issued and paid up share capital:

Ordinary shares of RM1.00 each

As at 6 July 2000





109,237,685

Bonus Issue on the basis of ONE (1) new


  54,618,842

ordinary shares for every TWO (2) existing 

ordinary shares held at 30 June 2000, on 7 

July 2000









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

As at 7 July 2000





163,856,527









=========

The new shares were listed and quoted on the Kuala Lumpur Stock Exchange on 18 July 2000.

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







30-09-2000
31-12-1999




  RM`000
RM`000

Secured

Short term borrowings


     47,400
   65,994

Long term borrowings


       5,121
     2,625






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






     52,521
   68,619






   ======
   =====

Unsecured

Short term borrowings


     29,023
   27,956

Long term borrowings


        - 

       -






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






     29,023
   27,956






   ======
   =====

Total

Short term borrowings


     76,423
    93,950






   ======
   =====

Long term borrowings


       5,121
      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 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 and was made absolute 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. The Court dismissed the defendant’s stay application with costs on 25 August 2000. Hearing date to enter judgement has yet to be fixed by the Court.  The Directors of CMCM, in close consultation with the lawyers of CMCM, are of the opinion that CMCM 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 which was approved by the Company’s shareholders on 10 September 1996.On hearing date on 10 October 2000, the Court fixed 19 March 2001 for mentioned and instructed both parties to negotiate settlement on the matter.  The Directors of the Company, in close consultation with their lawyers of the Company, 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 September 2000

  Profit

    Total









  Before

   Assets

Turnover
Taxation
Employed






 RM`000
 RM`000 
  RM`000

Timber




293,168
 
62,414

430,928


Manufacturing



  71,266

  7,057

  57,503


Trading




  44,664
   
  3,633

  21,820


Others




    3,142
   
   (225)
    
  74,277


Associated Company


      - 

  1,063

    6,713


Exceptional Items


      -

    994

        -

     













  

412,240             74,936     
 591,241 









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

During the third quarter of the year, the Group achieved pre-tax profits of RM25 million on turnover of RM153 million. While these indicate a 10% growth in turnover as compared with the preceding quarter’s, profitability declined by a marginal 7% during the period. While sales growth followed-through from the second quarter of the year, a rise in the underlying operating costs, mainly from increases in the energy and raw materials components sufficiently impacted the Group’s bottom line, albeit a small one. The Group would continue to check rising costs within its control with continual implementation of cost-cutting measures it started earlier.

For the three quarters to September 30, 2000, the Group achieved pre-tax profits of RM75 million on turnover of RM412 million. 

Operation Review

Timber

During the third quarter, there was a smaller increase of approximately 7% in log production as compared with the previous quarter’s, owing to a wet spell in August and September, which affect timber production slightly. The Group’s average export prices for logs remained stable, while local log prices increased slightly by about 5%. The bulk of log exports were mainly to Japan, China, India and the ASEAN nations.
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As for plywood production, the Group registered a 20% jump in volume, as a result of increased demand from Japanese manufacturers whom were economically disadvantaged in the production of plywood, owing to higher costs triggered by the upsurge in oil prices. Apart from Japan, the Group’s other major plywood markets include the US, EU countries and ASEAN nations. In pricing, plywood had remained stable as compared with the preceding quarter.

Apart from the increases noted in the Group’s logs and plywood operations, its sawn timber operations remained the same as compared with the previous quarter.


Non-Timber Manufacturing & Trading


For the quarter under review, the non-timber manufacturing and trading division registered a marginal decline in sales of 2.5%. The small decline was precipitated by a reduction in the sale of tobacco foils, a low margin product, which is being gradually phased out in view of the Group’s strategy to focus on higher yield packaging products in the food and electronics industries. Despite the short term setbacks in the form of lower sales as a direct result, the Group is confident its focus on manufacturing higher value-added products would yield a long-term improvement in profitability. On a year to year basis, the implication of this move resulted in a decline in sales of 4% and an increase in pre-tax profits of 24%.

To be noted is that some margins were trimmed during the quarter under review, despite the encouraging response to the Group’s foray into the export sale of high-temperature masking tapes, and lower operating expenses from cost-cutting measures, due to higher costs of raw materials such as chemical compounds and fuel, coupled with a competitive local and export markets which restrained any remedial pricing in the short term. Consequently, pre-tax profits remained at the same level as compared to the last quarter.

19.
Current Year Prospects

The recent upsurge in fuel prices has a bearing on the global timber trade, affecting both demand and supply. Even though timber prices were generally stable with an upward bias during most of the year, the rise in fuel prices may challenge the existing price equilibrium. However, as a whole, the outlook for the industry remains good, as the positive factors impacting demand from certain major markets remains intact. The Japanese housing starts forecast of 1.22m units for the current year remains intact and while it continues to be the Group’s key market for log exports, the demand from China has also increased substantially, spurred mainly by the rise in construction activities, especially residential development in both the urban and rural areas. This had led to the Group’s maintaining its confidence that demand from the traditional markets would prevail.

For the timber division, the Group would continue, as has been demonstrated in the past, to exercise a cautious yet opportunistic stance in navigating through the short-term challenges in the industry. The Group is confident of at least maintaining the level of its existing operations in the key markets, barring unforeseen circumstances.
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As for the non-timber manufacturing and trading division, the Group would strive to improve its operating efficiencies and to maintain its focus on developing value-enhanced packaging products for the food and electronic industries.

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


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.

BY ORDER OF THE BOARD

CHUA CHIEW MOY

COMPANY SECRETARY

Date: 
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