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





 Current

Current Year






 Quarter

To-date






31-03-2002

 31-03-2002






RM'000

RM'000











Profit on sale of quoted securities
   51

   51











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 and pioneer status granted to a subsidiary.

5.       Sale of unquoted investments and/ or properties 

There was no sale of unquoted investments and/ or properties for the financial period under review.

6.      Purchase/Disposal of Quoted Securities

a) Total purchases and disposals of quoted securities 
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870
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Total proceeds from disposals

251

      

 

251
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b) Total investments in quoted securities as at 31 March 2002
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7.
Changes in Composition of the Group

On 9 April 2002, W T K Holdings Berhad (“WTK”) acquired the entire issued and paid-up share capital of Segi Nadi Sdn Bhd  (“SNSB”), comprising two (2) ordinary shares  of RM1.00 each at par. The acquisition has rendered SNSB, a wholly-owned subsidiary of the Company.

Other than as disclosed above, there was no further changes in the composition of the Company for the financial quarter ended 31 March 2002.

8.
Status of Corporate Proposals and Developments

On March 26, 2002, the Group signed a Joint Venture Agreement (“JVA”) with Yayasan Islam Negeri Kedah (“YINK”) to develop and secure the project to fell, extract or harvest merchantable timber logs for a period of ten (10) years by using helicopter to lift fresh cut logs (“Heli-Harvesting”) from the forest reserve areas of Ulu Muda, Bukit Saiong, Bukit Keramat, Chebar Besar, Padang Terap and Pedu in the State of Kedah (which collectively comprise a total area of approximately 303,312 acres) and the marketing of the timber thereof.

WTK and YINK will participate as shareholders in a JV Company to implement and undertake the project  on  an  80:20  basis.  The  initial  issued share capital in the JV Company will be RM100,000 

comprising of 100,000 ordinary shares of RM1.00 each. The proposed subscription of shares in the JV Company will be satisfied by cash.

On 25 March 2002, Immense Fleet Sdn Bhd, a subsidiary of the Company, received the License for Planted Forests (“License”) to reforest a total area of 63,875 hectares (approximately 155,676 acres) of forest area in Bukit Raya in Kapit District of Sarawak. The License is valid for the period between 22 February 2002 and 21 February 2062.

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

Share Buy-Back

The monthly breakdown of shares bought back for the financial quarter ended 31 March 2002 were as follows:-

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

 (RM)
Total cost 

(RM)



Lowest (RM)
Highest (RM)



January 2002
165,000
4.00
4.18
4.13
681,824.05

February 2002
-
-
-
-
-

March 2002
182,000
3.98
4.10
4.06
738,336.36

TOTAL
347,000
3.98
4.18
4.09
1,420,160.41

All the above 347,000 shares bought back during the quarter under review were retained as treasury shares. 

Up to the date of this report, a total of 1,765,000 shares bought back were retained as treasury shares. There has been no resale of treasury shares and no cancellation of shares bought back.

10.
Group Borrowings and Debt Securities

The Group’s borrowings and debts securities as at 31 March 2002 were as follows:
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11.       Contingent liabilities

As at the date of this announcement, the contingent liabilities is as follow:-
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During the quarter under review, contingent liability in respect of guarantee given to a former principal of a subsidiary company in respect of an assignment of debtors amounting to RM500,000 has crystallised.

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 judgment 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 (“Saship”), 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  Saship’s scheme of arrangement. On 16 October 2001, Saship’s scheme of arrangement was approved by its Shareholders.  From this scheme, the Company can receive approximately, cash payment of RM200,000, RM1.6 million worth of Redeemable Convertible Loan Stock and RM390,000 worth of warrants in Saship Holdings Berhad. Saship is in the midst of obtaining the relevant authorities’ approval. 

(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 judgment to be entered. The Court dismissed the defendant’s stay application with costs on 25 August 2000. The Deputy Registrar has on 29 November 2001 granted an order in terms of CMCM’s application and entered judgment against GPSB. Meanwhile GPSB’s appeal to the Judge against the earlier decision of the Deputy Registrar to enter judgment has been fixed for hearing on 9 August 2002. 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. No date has been fix for this action as there is a moratorium.

(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 (LISB), the immediate holding company of CMCM have applied to strike out the Winding Up Petition. On 25 March 2002, the Deputy Registrar has dismissed the application to strike out petition with cost. The Company and LISB have on 28 March 2002 filed an appeal to the Judge against the Deputy Registrar’s decision.  The hearing has been fixed on 5 December 2002.

(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 Summary Judgment dated 8 May 2000 handed down by the Senior Assistant Registrar of the Shah Alam High Court pursuant to Order 14 Rules of High Court 1980. The judgment 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 adjourned for mention on 4 July 2002. SMS has filed an Affidavit To Oppose Petition and a Notice of Motion together with an Affidavit In Support to stay the Winding-Up Petition pending the disposal of the Appeal at the Shah Alam High Court, which is now fixed for hearing on 28 May 2002.

14. Segmental Reporting As At 31 March 2002


[image: image6.wmf]Profit /(loss)

Total

Before

Assets

Turnover

Taxation

Employed

RM'000

RM'000

RM'000

Timber

69,158

   

 

5,013

      

 

495,190

     

 

Manufacturing

22,300

   

 

1,206

      

 

118,904

     

 

Trading

11,523

   

 

978

         

 

52,666

      

 

Others

409

        

 

125

         

 

204,241

     

 

Associated Company

-

         

 

230

         

 

7,003

        

 

Exceptional Items

-

         

 

51

           

 

-

            

 

103,390

  

 

7,603

      

 

878,004

     

 


15.       Material Changes for the Quarter Reported on as Compared with the Preceding Quarter

Pre-tax profits fell approximately 35% if compared to 4Q2001. The decline was mainly attributed to the reversal of provision for the diminution in value of investments and assets taken in 4Q2001, which raised profits for that quarter by RM3.3million.
16.
Review of Results

For the 1Q2002, the Group achieved pre-tax profits of RM7.6million on turnover of RM103.4milion. The turnover level reflects a decrease of about 3% as compared with 4Q2001. Pre-tax profits fell approximately 35% if compared to 4Q2001. The decline was mainly attributed to the reversal of provision for the diminution in value of investments and assets taken in 4Q2001, which raised profits for that quarter by RM3.3million. On a Year-on-Year comparison, 1Q2002’s pre-tax profits and turnover declined almost 36% and 2% respectively from that sustained during 1Q2001.

Operations Review

Timber

During the quarter in review, the Group’s sales of round logs increased 16.5% as compared with the previous quarter. Approximately 50% were exported. If compared with 1Q2001, timber turnover was even. The Group’s export price for round logs is USD84 per cu. meter. However, on an overall basis, the average round logs price for the quarter under review is approximately USD77 per cu. meter, nearly 5% higher than 4Q2001’s average round log price.

As for the Group’s plywood division, sales decreased 17% as compared with the preceding quarter. Average plywood prices weakened USD7 per cu. meter to USD242 per cu. meter from USD249 per cu. meter achieved in the last quarter, due to more shipments of thicker plywood as a result of the breakdown of a key drying machine. The machine is being repaired and is expected to resume operation by June. There has been an uptick in plywood prices since and the Group is confident of improved prices for 2Q2002.

Non-Timber  

For the quarter in review, the non-timber division turned in sales of RM34.2million, a slight increase of almost 3.6% from the preceding quarter’s turnover of RM33.0million. Pre-tax profits for 1Q2002 were RM2.6million. If compared to pre-tax profits of 4Q2001, which took into account the reversal of provision for the diminution in the value of investments and assets amounting to RM3.3million, the effect is a decrease of RM3.2million. Otherwise, profitability was essentially maintained. 

The Group’s adhesive tape division recorded a slight improvement in sales due to increased overseas sales. As for the Group’s aluminum foil division, even though the first quarter of the year is seasonally slower period due to the number of festivities, the division managed to sustain its turnover level. The contribution from ESD sales were not apparent yet, even as early signs point to a possible revival in the electronics industry from mid-2002.

17.
Material Subsequent Events

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

18.
Seasonality or Cyclicality of Operations 

Apart from heavier than usual rainfall during the first quarter of the year, which affected log production; there are no recurrent or cyclical events that would affect operations.

19. Current Year Prospects

The outlook for the timber industry in the medium-term is expected to improve. Prices have firmed at prevailing levels and both logs and plywood are indicating an upward trend for the next few months, barring any major adjustment to the Japanese economic situation and its housing starts. The Group is hopeful that the industry would see a mid-year price recovery.

For the non-timber division, barring unforeseen circumstances, the Group is confident of achieving improved results going forward, on the back of an improving economic climate.

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

An interim dividend has not been recommended.

BY ORDER OF THE BOARD

CHUA CHIEW MOY

COMPANY SECRETARY

Date: 24 May 2002
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