W T K HOLDINGS BERHAD (10141-M)

(Incorporated in Malaysia)

Notes

1. Accounting Policies

The financial statements are prepared using the same accounting policies, methods of computation and basis of consolidation as those used in the preparation of the most recent annual financial statements.

2. Exceptional Item
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3.          Extraordinary Item

There was no extraordinary item for the financial period under review.

4.       Taxation
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The effective tax rate for the Group is lower than the statutory tax rate because of utilisation of tax losses during the quarter and financial year-to-date.
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5.       Sale of unquoted investments and/ or properties 
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There was no sale of unquoted investments for the financial period under review.

6.      Purchase/Disposal of Quoted Securities

a) Total purchases and disposals of quoted securities 
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b) Total investments in quoted securities as at 30 June 2001
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7.
Changes in Composition of the Group

The Proposed Subscription of Winning Properties Sdn Bhd (“WPSB”) deemed completed on 30 March 2001 has rendered WPSB  a wholly-owned subsidiary of W T K Holdings Berhad (“WTK”).

WPSB is an investment holding company with two (2) wholly-owned subsidiaries, WTK Heli-Logging Sdn Bhd and Piramid Intan Sdn Bhd (“PISB”), which have rights to all merchantable logs harvested from a forest concessions in Kapit District, Sarawak. 
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8.
Status of Corporate Proposals

a)   Share Buy-Back

At an Extraordinary General Meeting of the Company held on 29 June 2001, a fresh mandate for purchase of its own shares was obtained from the shareholders. As at the date of this report, the Company has bought back a total of 785,000 units of its own shares.

b) Recurrent Related Party Transactions Of A Revenue Or Trading Nature

At the same Extraordinary General Meeting of the Company held on 29 June 2001, a mandate was obtained from the independent shareholders of the Company to allow recurrent related party transactions entered or to be entered into by WTK and/or its Group of Companies.

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

9. Issuance and Repayment of Debt and Equity Securities, Share Buy-Backs, Share Cancellations, Shares Held as Treasury Shares and Resale of Treasury Shares

a)
Share Buy-Back

The monthly breakdown of shares bought back for the period to 30 June 2001 were as follows:-

Month
No of shares
Purchase price per share
Average cost per share

 (RM)
Total cost 

(RM)



Lowest (RM)
Highest (RM)



January 2001
545,000
4.50
4.90
4.74
2,584,250.36

February 2001
-
-
-
-
-

March 2001
-
-
-
-
-

April 2001
-
-
-
-
-

May 2001
-
-
-
-
-

June 2001
-
-
-
-
-

TOTAL
545,000
4.50
4.90
4.74
2,584,250.36

All shares bought back were retained as treasury shares. There has been no resale of treasury shares and no cancellation of shares bought back during the period under review.
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b) Issuance Of Equity Securities
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The new shares were listed and quoted on the Kuala Lumpur Stock Exchange on 1 June 2001.

Note : * Inclusive of 545,000 units of shares bought back up to 30 June 2001.
10.
Group Borrowings and Debt Securities

The Group’s borrowings and debts securities as at 30 June 2001 were as follows:
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11.       Contingent liabilities

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


[image: image8.wmf]RM'000

Guarantee to a former Principal of a Subsidiary Company

in respect of an assignment of debtors.

500

Purchases in dispute.

268

768




There is no changes in contingent liabilities since the last annual balance sheet date.

W T K HOLDINGS BERHAD (10141-M)

(Incorporated in Malaysia)
12.       Off Balance Sheet Financial Instruments

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

13.        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. The enforcement of the garnishee order is pending the approval of Sabah Shipyard Sdn Bhd’s scheme of arrangement.

(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 30 August 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.
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(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 has been fixed for mention on 12 September 2001 before the Senior Assistant Registrar.

(v)
JAC Malaysia Sdn Bhd (“JAC”) have presented a petition to wind-up Samanda Marketing & Sales Sdn Bhd (“SMS”), a subsidiary of Central Mercantile Corporation (M) Sdn Bhd (“CMCM”) which is a subsidiary of W T K Holdings Berhad for claim of goods sold and delivered to SMS. SMS seriously disputes the amount claimed by JAC. JAC’s petition is based on a Judgement dated 8 May 2000 handed down by the Senior Assistant at the Shah Alam High Court (Under Order 14 Rules of High Court 1980). The judgement sum is RM330,414.82 together with interest at the rate of 8% per annum from 28 July 1998 till full settlement. SMS has through its lawyers filed a Notice of Appeal dated 12 May 2000 to the Judge in Chambers and the same is fixed for mention on 6 December 2001. SMS has on 17 August 2001 filed an Affidavit To Oppose Petition and has on 21 August 2001 filed a Notice of Motion together with an Affidavit In Support to stay the Winding-Up Petition including advertisement of the same pending the disposal of the Appeal.

14.       Segmental Reporting As At 30 June 2001
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15.       Material Changes for the Quarter Reported on as Compared with the Preceding 
Quarter

Pre-tax profits fell approximately 29% if compared to 1Q2001 . The non-timber manufacturing and trading division recorded a decrease of 34% in profit before tax  arising from the deterioration of market share and slower demand. The timber division also recorded a decrease in operating profits of 28% , impacted  by  slower  demand from its major market  for  larger and better quality logs.

16.
Review of Results

For the 2Q2001, the Group achieved pre-tax profits of RM8.43 million on turnover of RM115.50 million.  While turnover level reflects an increase of about 9% as compared with the preceding quarter, pre-tax profits fell approximately 29%. The current period’s pre-tax profits and turnover reflects a decrease of 59% and 14% respectively from that sustained in the same quarter last year.

Operation Review

Timber

For 2Q2001, the Group’s timber turnover increased 15% from that of the preceding quarter. The increase was derived mainly from full recognition of the Group’s recently acquired PISB’s sales and profit contribution. Without PISB, the Group’s overall log and plywood sales in the current quarter indicate results that were plagued by both lower prices and lower sales volume. Although the Group’s export quota remained at about 50%, average round log prices achieved was down 7% from USD102 per cu. meter in 1Q2001 to USD95 per cu. meter in 2Q2001. Sales to Japan declined as the weaker Yen, which led to higher import costs, resulted in slower orders from Japanese buyers. This led to a decline of approximately 7% in sales volume. Meanwhile, sales to China remained promising and attributed almost 30% of total log sales for the quarter. However, China has inclination to purchase mainly smaller diameter, cheaper logs. As for plywood, average prices declined 5% from USD260 per cu. meter in 1Q2001 to USD250 per cu. meter for the quarter in review. Production volume eased 4% to about 32,000 cu. meters. Although higher value-added products such as floorboards were produced during the quarter, the premium sought in these products was marred by the overall weakness in global plywood prices and slower demand from Japan, one of the Group’s major plywood markets.
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Manufacturing & Trading

The non-timber manufacturing and trading division turned in sales of RM31.48 million, with pre-tax profits of RM 1.23 million. Sales declined 4% as compared with 1Q2001 due to increased competition that led to rampant price-cutting in the tapes market, lower demand in the flexible packaging division arising from a general slowdown in the economy and lower ESD sales due to current weakness in the electronics sector. To deal with the situation, the Group is focusing on high temperature masking tapes and cable foils, while resolutely addressing the marketing efforts in flexible packaging and ESD products and their target markets.

17.
Material Subsequent Events

There was no material subsequent events as at the date of this announcement.

18.
Seasonality or Cyclicality of Operations 

Demand in the quarter under review for the timber and non-timber manufacturing and trading division was low mainly due to general economic slowdown.
19. Current Year Prospects

The challenging outlook for the timber industry remains intact for the near term. However, recent developments that could positively affect the industry and provide a respite in the medium term were noted. These include the strengthening of the Indonesian Rupiah, the imposition of a new Indonesian ban on the export of logs to meet conservation targets and domestic needs, and the expected boon to China’s GDP stemmed from the country’s recent success in its bid to host the 2008 Olympics, where approximately 280 billion Yuan has been allocated for infrastructure spending. These could shore up demand and firm timber prices going forward, given China’s rising prominence in the global timber trade. Timber prices are stabilized at prevailing rates and the Group is hopeful that the industry would see a moderate price recovery over the next 12 months. Under the present tight demand situation, the Group would continue to develop its alternative round logs markets such as China and India and its downstream products.

The non timber manufacturing & trading division will continue to focus on higher margin products and exploring new trading supplies and wider export markets.
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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

The proposed amendments to the Articles of Association of the Company to incorporate the statutory and regulatory requirements of the re-vamped KLSE Listing Requirements was approved by the shareholders at an Extraordinary General Meeting of the Company held on 29 June 2001.

BY ORDER OF THE BOARD

CHUA CHIEW MOY

COMPANY SECRETARY

Date: 28 August 2001
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