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

    31-12-2000
      

      RM`000

Profit on sale of quoted securities




         994     









       =====

3. Extraordinary Item

There was no extraordinary item for the financial year ended 31 December 2000.

4. Taxation

  Cumulative

Quarter ended

    31-12-2000
      

      RM`000


The tax figure contained:


Deferred taxation






         284











        ===


Over-provision of taxation





         433

                                                                                                                                           ===

5. Pre-acquisition Profits/(Losses)

There was no pre-acquisition profits/(losses) for the financial year ended 31 December 2000.

6. Profit on Sales of Investment and Properties

  Cumulative

         Quarter ended








            31-12-2000  









               RM`000


Profit on sale of quoted securities (Note 2)

    994









=======
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7.
Quoted Securities

  Cumulative

         Quarter ended








             31-12-2000  









                RM`000

a) Purchases / Sales



Total Purchases




       -   









======



Total Disposals




  1,734 









======  



Total Profit on Disposal


      
     994    









======








    As at 
 
   As at









31-12-2000
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).




     2,920  
     4,940









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

Total investment at market value 

     2,559
     9,413









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

8. Changes in Composition of the Company

During 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
Pursuant to the shareholders’ mandate on shares buy back obtained on 7 November 2000, the Company has implemented buy back of its own shares on the Kuala Lumpur Stock Exchange in accordance with Section 67A of the Companies Act, 1965 on 18 January 2001.  As at the date of this report, the Company has bought back a total of 545,000 units of its own shares.  All shares bought back were retained as treasury shares and were not cancelled.

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

At an Extraordinary General Meeting of the Company held earlier today, the Ordinary Resolution on the Proposed Waiver For The Concert Parties was duly passed and approved by the independent shareholders of the Company on a poll. 

The Proposed Waiver is subject to the approval of the Securities Commission.


iii)
Proposed Subscription Of Shares In Winning Properties Sdn Bhd 

On the 16 January 2001, the Company entered into a conditional Subscription Agreement (“Subscription Agreement”) with Winning Properties Sdn Bhd (“WPSB”) to subscribe for 99,998 ordinary shares of  RM1.00 each, representing 99.99% equity interest in WPSB at par.  Pursuant to the terms of the Subscription Agreement, W T K Holdings Berhad (“WTK”) will further acquire the existing 2 ordinary shares of RM1.00 each in WPSB at par, thereby rendering WPSB a wholly-owned subsidiary of WTK, on completion of the Subscription Agreement.

WPSB is an investment holding company with two (2) wholly-owned subsidiaries, WTK Heli-Logging Sdn Bhd and Piramid Intan Sdn Bhd, which have rights to all merchantable logs harvested from a forest concessions of  53,148 hectares in Kapit District, Sarawak. The concessions, which are strategically located in the same area with WTK’s existing timber operations, has an unexpired terms of 4 years to 14 August 2004 and is renewable.

The Proposed Subscription, subject to the approval of the Foreign Investment Committee, would involve a cash outlay of RM5.00 Million (inclusive of the subscription and acquisition of 100,000 ordinary shares of RM1.00 each at par in WPSB), will be financed through internally generated funds of WTK.
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The Directors of  WTK expect the Proposed Subscription, upon completion, to contribute positively to the future earnings of the WTK Group.

Save for Datuk Wong Kie Yik, Datuk Wong Kie Nai and Mr Wong Kie Chie, none of the other Directors of WTK nor substantial shareholders or persons connected, have any interest, whether directly or indirectly, in the Proposed Subscription.

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 slightly lower in the quarter under review as compared to the preceding quarter. 
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. 

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







31-12-2000
31-12-1999




  RM`000
RM`000

Secured

Short term borrowings


     45,270
   65,994

Long term borrowings


       4,449
     2,625






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






     49,718
   68,619






   ======
   =====
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   As at 
 
    As at







31-12-2000
31-12-1999




  RM`000
RM`000

Unsecured

Short term borrowings


     27,769
   27,956

Long term borrowings


        - 

       -






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






     27,769
   27,956






   ======
   =====

Total

Short term borrowings


     73,039
    93,950






   ======
   =====

Long term borrowings


       4,449
      2,625






   ======
   ===== 

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

Liability arising from the charge on the company’s investment

properties given to a bank for term loan facility granted to a 

 1,107

related company










--------










 1,875











=====

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.
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(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.  Negotiations between solicitors to settle the matter have been ongoing. 

(iii) The Company has filed an action on 26 January 1999 for specific performance of the agreement between the Company and Techno Asia Holdings Bhd (formerly known as Westmont Land (Asia) Bhd), 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. Pengurusan Danaharta Nasional Bhd has on 2 February 2001 appointed Special Administrators over Techno Asia Holdings Bhd and by law, the action will be suspended for a year.

(iv) Central Industrial Corporation Bhd (“CICB”) have presented a petition to wind-up Central Mercantile Corporation (M) Sdn Bhd (“CMCM”), a subsidiary of the Company, on the grounds that the directors of CMCM have not acted in the interest of CMCM. CICB have also applied to the Court to appoint provisional liquidators over CMCM which is fixed for hearing on 29 March 2001. The Directors of the Company, in close consultation with the lawyers of the Company, are of the opinion that CMCM has a fair chance of resisting CICB’s petition and CICB’s application to appoint provisional liquidators over CMCM. 

16. Segmental Reporting As At 31 December 2000

  Profit

    Total









  Before

   Assets

Turnover
Taxation
Employed






 RM`000
 RM`000 
  RM`000

Timber




391,073
 
79,417

443,035


Manufacturing



  92,843

  6,525

  54,855


Trading




  59,975
   
  4,749

  24,426


Others




    3,547
   
     708   
  69,689


Associated Company


      - 

  1,206

    6,642


Exceptional Items


      -

    974

        -

     













  

547,438             93,579     
 598,647 
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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

For the financial year ending December 31, 2000, the Group is pleased to announce turnover of RM547 million, with net profits before tax of RM94 million or earnings of RM0.57 sen per share. While turnover was flat as compared to financial year 1999, net profits before tax fell 16%. The year under review offered a mixture of challenges to the Group. Firstly, for the timber division, the global timber prices steady increase during the beginning of the year were stymied by de-stocking activities in the major consumer countries in the second-half of the year, the energy crisis and an increased supply situation as a result of the proliferation of Russian softwood timber. Secondly, for the non-timber division, higher cost of raw materials and increased competitiveness has resulted in a dismal overall performance despite maintaining its level of sales. However, its diversification to the production of higher value-added ESD and flexible packaging products confirmed improved margins. Notwithstanding sales derived from these activities were still insignificant during the period in review, it reinforced the Group’s move to scale-back thin-margin products such as tobacco foils, which is on the right track. The Group firmly believed that with a full-scale approach to its diversification plan, the Group is confident of achieving improved results.

Operation Review

Timber

A positive price trend for tropical timber, evident during the first-half of 2000, was later reversed due to a series of events during the year, which included de-stocking activities, the energy crisis, fears of a US slowdown and concerns arising from slower-than-expected Japanese economic recovery. Also, increased demand for softwood in key timber markets such as Japan and China added further pressure on tropical timber prices.

The Group’s average export prices for timber during the year  was US$116 per cubic meter for round logs and US$270 per cubic meter for plywood. At these levels, round logs and plywood prices declined about 7% as compared with prices sustained during the previous year. Overall timber sales volume increased by approximately 5% as compared to 1999.
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On demand, Japan continues to be the Group’s major market for round logs and plywoond products, accounting for 50% and 70% of timber sales respectively; evidencing the Group’s strong and extensive presence in the Japanese market. China and India are the next major markets for the Group’s round logs, accounting for approximately 20% and 15% of timber sales respectively. The Group has gradually been building its China presence as the country offers great potential for substantial demand for timber arising from a supply shortage due to the imposition of logging bans and rising demand for its infrastructure and home construction activities. The Group is now the top exporter of round logs from Sarawak to India. 

The country’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. The US, UK and Canada markets remained significant for the Group’s plywood exports, accounting for about 15% of its total plywod exports.

Manufacturing & Trading

The non-timber manufacturing and trading division registered pre-tax profits of RM14.2 million, as compared with RM16 million in the last financial year. The 11.3% decline in profitability was mainly attributed to the Group’s decision to give a full provision for doubtful debt of RM2.7 million, in a bid to exercise prudence. On an overall perspective, the division faced increased sales competitiveness, high cost of raw materials and increased overheads, all attributing to a marginal performance during the year. Efforts to diversify to higher value-added products, whether manufactured or trading products, has resulted in improved gross margins. However, net margins slipped due to increased operating costs. Increased cost cutting and streamlining measures would be implemented to recover some of these inefficiencies.

19. Current Year Prospects

The Group envisaged another challenging year going forward. However, the Group firmly believed that its long-term prospects remain intact. Its strategy for its upstream products is to maintain its dominant market, i.e. Japan and to aggresively pursue the China and Indian markets.  As for the Group’s plywood products, plan are on-going to increase the volume of higher value products and to add a new range of products including door-skin plywood, laminated veneer lumber (LVL), and container-flooring plywood. These are mainly to be exported to markets such as Japan, the US and UK. Coupled with measures to improve recovery rates, the Group is confident of enhanced prospects going forward.

For its non-timber manufacturing and trading division, the Group is confident that with a full-scale approach to its diversification plan, it is confident of achieving better results going forward. 
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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 : 3.5 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.

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: 28 February 2001

Pg 9...

