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 2000 financial statements.

2. Exceptional Item


  Cumulative

Quarter ended

    31-03-2001
      

      RM`000

Profit on sale of quoted securities




         33 










       =====

3. Extraordinary Item

There was no extraordinary item for the financial quarter ended 31 March 2001.

4. Taxation

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

5. Pre-acquisition Profits/(Losses)

There was no pre-acquisition profits/(losses) for the financial quarter ended 31 March 2001.

6. Profit on Sales of Investment and Properties

  Cumulative

         Quarter ended








            31-03-2001








               RM`000


Profit on sale of quoted securities (Note 2)

    33









=======
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7.
Quoted Securities

  Cumulative

         Quarter ended








             31-03-2001  









                RM`000

a) Purchases / Sales



Total Purchases




      68  









======



Total Disposals




    343 









======  



Total Profit on Disposal


      
      33    









======








    As at 
 
   As at









31-03-2001
31-12-2000








  RM`000
 RM`000

b) Investment
 



Total investment at cost



     3,203  
    3,478









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

Total investment at carrying value/



book value (after provision for diminution



in value).




     2,760  
     3,035









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

Total investment at market value 

     2,037
     2,559









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

8. Changes in Composition of the Company

There was no change in the composition of the Company during the current financial period ended 31 March 2001.
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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.

The shareholders’ mandate of  7 November 2000 will expire at the forthcoming Annual General Meeting of the Company and therefore the Directors proposed to seek a fresh authorisation from the shareholders of the Company for WTK to purchase its own Shares on the KLSE at an Extraordinary General Meeting to be convened. 

ii) Proposed Waiver For the Concert Parties From The Obligation Of Implementing A Mandatory Offer 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 (ESOS”) Of  The Company (“Proposed Waiver”)

On the 17 April 2001, the Securities Commission (“SC”) has granted its approval on the Proposed Waiver For The Concert Parties subject to the following terms and conditions:- 

i)
that the Proposed Waiver is only for purposes of the exercise by certain members of the Concert Parties (“Certain Members”) of the 420,000 options (“420,000 First Year Options”) granted in the first year of the Company’s ESOS.

ii) that the Concert Parties are subject to comply with Section 6(1)(b), Part II of the Malaysian Code on Take-Overs and Mergers 1998 (“Malaysian Code”) when their equity interest in WTK exceeds 33% upon the exercise of the 420,000 First Year Options.

iii) that the Concert Parties are required to provide details to the SC of all the Concert Parties dealings in WTK shares for the 12 months period after the Proposed Waiver has been granted under Practice Note 2.9.1 of the Malaysian Code.

The Proposed Waiver is not subject to any other approvals.
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iii)
Proposed Subscription Of Shares In Winning Properties Sdn Bhd 

The proposed subscription of 99,998 new ordinary shares of RM1.00 each and the proposed acquisition of the existing 2 ordinary shares of RM1.00 each, representing 100% equity interest in WPSB (“Proposed Subscription”) at par, was approved by the Foreign Investment Committee (“FIC”) on 22 March 2001. Following the FIC’s approval, the Company will proceed to complete the Proposed Subscription. 

iv)
Recurrent Related Party Transactions of A Revenue or Trading Nature

In line with the introduction of Part E, Chapter 10.09 of the KLSE Revamped Listing Requirements, the Directors (except Datuk Wong Kie Yik, Datuk Wong Kie Nai and Mr Wong Kie Chie) proposed to seek shareholders’ authorization to allow recurrent related party transactions entered into or to be entered, by WTK and/or its Group of Companies, at an Extraordinary General Meeting to be convened.

Datuk Wong Kie Yik, Datuk Wong Kie Nai and Mr Wong Kie Chie, the Directors who are interested in this Proposed Shareholders’ Mandate have abstained and will continue to abstain from all Board deliberations in relation to the Proposed Shareholders’ Mandate and in voting in respect of their direct and indirect shareholdings on the resolution relating hereto at the Extraordinary General Meeting.

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

10.
Seasonality or Cyclicality of Operations 

Weather conditions play an important role in the Group’s timber operations. The production volume for the quarter under review was low, as within expectation,  due to the normal rainy season and festive season.

Demand in the quarter under review for the non-timber manufacturing and trading division was low mainly due to the festive season and general economic slowdown.
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11. Issuance and repayment of Debts and Equity Securities, Share Buy Backs, Share Cancellations, Shares held as Treasury Shares and Resale of Treasury Shares
Pursuant to the Shareholders’ mandate on share buy back obtained on 7 November 2000, the Company has implemented a buy back of its own shares on the Kuala Lumpur Stock Exchange, in accordance with Section 67A of the Companies Act, 1965. The details of the shares purchased were as follows:-

Month
No of Shares Purchased (units)
Purchase Price Per Share (RM)
Average Cost Per Share (RM)
Total Cost (RM)



Lowest
Highest



January 2001


545,000
4.50
4.90
4.74
2,584,250.36

All shares bought back were retained as treasury shares during the period under review. There has been no resale of treasury shares and no cancellation of shares bought back during the period under review.

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







31-03-2001
31-12-2000




  RM`000
RM`000

Secured

Short term borrowings


     51,991
   42,144

Long term borrowings


       5,385
     4,450






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






     57,376
   46,594






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







31-03-2001
31-12-2000




  RM`000
RM`000

Unsecured

Short term borrowings


     30,785
   30,895

Long term borrowings


        - 

       -






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






     30,785
   30,895






   ======
   =====

Total

Short term borrowings


     82,776
    73,039






   ======
   =====

Long term borrowings


       5,385
      4,450






   ======
   ===== 

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.
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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 been adjourned to 7 June 2001 to enable the defendant’s counsel to seek instructions from Pengurusan Danaharta Nasional Berhad, the special administrators for GPSB’s holding company. 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 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. The Court fixed 11 September 2001 for further mention as 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. The Directors of the Company, in close consultation with the lawyers of the Company, are of the opinion that the Company has a reasonable cause of action against Techno Asia Holdings Bhd.

(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. 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. The Company and Loytape Industries Sdn Bhd, the immediate holding company of CMCM have applied to strike out the Winding Up Petition . This application is pending the Court’s decision.
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16. Segmental Reporting As At  31 March 2001

  Profit

    Total









  Before

   Assets

Turnover
Taxation
Employed






 RM`000
 RM`000 
  RM`000

Timber




  72,503
 
 10,149

545,709


Manufacturing



  19,757

     907

119,421


Trading




  12,893
   
     736

  49,581


Others




      417
   
   (120)   
  73,571


Associated Company


      - 

     236

    6,516


Exceptional Items


      -

       33

        -

     













  

105,570              11,941     
 794,798 









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

Pre-tax profits fell approximately 36% if compared to 4Q2000 . The non-timber manufacturing and trading division recorded a decrease of 50% in operating profits arising from weak demand coupled with  high production costs. The timber division also recorded a decrease in operating profits of 40% , impacted  by  slower  demand from its major market  for  larger and better quality logs.

18. Review of Results

For the 1Q2001, the Group achieved pre-tax profits of RM11.94 million on turnover of RM105.57 million.  The turnover level reflects a decrease of about 22% as compared with 4Q2000.  Pre-tax profits fell approximately 36% if compared to 4Q2000.  On a Year-on-Year comparison, 1Q2001’s pre-tax profits and turnover decreased almost 48% and 12% respectively from that sustained during 1Q2000.
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Operation Review

Timber

During the quarter in review, the Group’s overall round log exports declined to 50% from 60% of round log sales, stemmed from a slower demand from its major markets, especially Japan.  Average round logs export price was approximately US$102 per cu. Meter, almost 14% lower than 4Q2000’s.  The weaker Yen led to increased Japanese demand for smaller diameter round logs which are priced much lower than the usual logs purchased previously.  Weak demand for larger and better quality logs from the Japanese market resulted in a drop in the Group’s log exports to 50% of round log sales from 60% previously.  Conversely, China’s log purchased increased to almost 30% from 20% of the log sales during the period in review.  Average plywood prices remained firm as compared with the preceding quarter.  The Group increased its plywood exports to Japan substantially during 1Q2001 to almost 90% of plywood sales from 70% previously.  Apart from the increase in China’s log purchase, there were no major fluctuations in the Group’s other markets such as India, the US and the UK for both logs and plywood.

Log production volume decreased about 20% from the previous quarter due to a bout of rainy weather during February and March, hampering normal production rate. Coupled with festivities prevalent in the 1Q, these impacted overall log production. However, the group’s plywood production volume fell only 4% from the previous quarter as there was still demand for higher value plywood products.

Manufacturing & Trading

For the quarter in review, the non-timber manufacturing and trading division turned in sales of RM32.6 million, a decline of almost 11% from the preceding quarter, with pre-tax profits of RM1.6 million.  The decline was mainly caused by higher cost of production due to increased cost of petrochemical-based raw materials (resins and OPP) and the slower sales recorded in the local market for tapes and foil packaging.  Although the 1Q of the year is seasonally slower due to the number of festivities, the general slowdown particularly affected the Group’s sales and margins.  While flexible packaging fared better in its export sales, there are still small in numbers and development efforts are being increased presently. High temperature masking tapes also show strong potential in both the local and export markets.

19. Current Year Prospects

The outlook for the timber industry in the short-term is expected to be tough.  Prices are presently firming at prevailing levels, barring any major adjustment to the Japanese housing starts numbers.  The Group is hopeful that the industry would see a mid-year price recovery.  Under the present demanding situation, the Group would continue to develop its alternative market for both round logs and its downstream finished products.

The non timber manufacturing & trading division will continue to focus on higher value adding products which can fetch higher margins to improve profitability.
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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) No interim dividend has been recommended.

(b)
Not Applicable

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.
Proposed Amendments To The Articles of Association

In accordance with the revamped KLSE listing requirements, the Company’s existing Articles of Association will be amended to incorporate these statutory and regulatory provisions.  The Proposed amendments will be tabled for shareholders’ approval at an Extraordinary General Meeting to be convened.

BY ORDER OF THE BOARD

CHUA CHIEW MOY

COMPANY SECRETARY

Date: 30 May 2001
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