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






30-06-2002

 30-06-2002






RM'000

RM'000











Profit on sale of quoted securities
   366

   417











3.          Extraordinary Item

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

4.       Taxation 
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Current

3,000

    

 

4,075

  

 

Underprovision in prior years

-

        

 

314

    

 

Share of taxation in associated company
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3,079

    

 

4,542

  

 



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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Total cost of purchases

1,576

   

 

2,446

  

 

Total proceeds from disposals

1,221
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Profit on disposal

366

      

 

417

     

 


b) Total investments in quoted securities as at 30 June 2002
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7.
Changes in Composition of the Group

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

Other than the above, there was no further changes in the composition of the Group for the financial period ended 30 June 2002.

8.
Status of Corporate Proposals and Developments

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.

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 19 August 2002, Piramid Intan Sdn Bhd (“PISB”), a wholly-owned subsidiary of WTK, entered into an agreement with Sarawak Timber Industry Development Corporation (“STIDC”) whereby STIDC appointed PISB as STIDC’s contractor with exclusive right to fell, extract, process and sell merchantable logs from a total designated forest area of 84,234 hectares under Forest Timber License T/3401 of which 24,234 hectares is subject to obtaining approval of the Director of Forests, Sarawak.

PISB’s appointment is for the duration of 20 years commencing 19 August 2002 until 18 August 2022 which may be extended on such terms and conditions as may be agreed between PISB and STIDC. In consideration of the rights and benefits granted under the Agreement, PISB has agreed to make advance payment of RM20,000,000 to STIDC. In addition, PISB will pay to STIDC at a premium of RM30 per cubic meter for every merchantable logs harvested or monthly premium of RM85,000 whichever is higher, up to a total of RM20,000,000.

PISB intends to finance its operation through internally generated funds.

Other than the above, there was no outstanding proposal that has been announced but pending completion.

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 period ended 30 June 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

April 2002
210,000
4.00
4.36
4.15
871,057.62

May 2002
-
-
-
-
-

June 2002
-
-
-
-
-

TOTAL
557,000
3.98
4.36
4.11
2,291,218.03

All the above 557,000 shares bought back during the period 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 30 June 2002 were as follows:
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Short term borrowings

44,125

  

 

96,463

      

 

Long term borrowings

3,790

    

 

1,175

        

 

47,915

  

 

97,638

      

 


11.       Contingent liabilities

As at the date of this announcement, the contingent liabilities is as follow:-


[image: image5.wmf]RM'000

Purchases in dispute

330




Since the last annual balance sheet date, contingent liability in respect of guarantee given to a former principal of a subsidiary company for 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. On this date, Ganda’s appeal was struck out by the Court. 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”) vide Kuala Lumpur High Court Suit No : D6-28-604-2001, 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 Suit No : MT2-22-1110-98 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 September 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 was heard on 23 August 2002. On this date, the hearing for stay matters was partly heard and the Judge has adjourned the matter to 29 August 2002 for continued hearing of the submission.

14. Segmental Reporting As At 30 June 2002
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15.       Material Changes for the Quarter Reported on as Compared with the Preceding Quarter

Group turnover for 2Q2002 increased 16.4% to RM120.3 million from RM103.4 million in the preceding quarter. Consequently, 2Q2002 per-tax profits rose 43.5% to RM11.0 million from RM7.6 million in the last quarter.

The rise in turnover and the upsurge in pre-tax profits are derived from the Group’s timber division, attributed mainly to the recovery in global timber prices from May 2002.

 16.
Review of Results
For the quarter in review, the Group’s turnover increased 16.4% to RM120.3 million from RM103.4 million in 1Q2002. Pre-tax profits for this quarter rose 43.5% to RM10.9 million from RM7.6 million in 1Q2002. The rise in turnover and the upsurge in pre-tax profits are derived mainly from the Group’s timber division, largely attributed to the recovery in global timber prices from May 2002.

For the year-to-date 1H2002, Group turnover rose marginally to RM223.7 million from RM221.1 million from 1H2001. Notwithstanding, pre-tax profits for 1H2002 declined 9.9% from RM20.4 million in 1H2001 to RM18.5 million, mainly arising from timber division. Timber prices had begun to slide from 1Q2001 onwards and deteriorated progressively in the remaining quarters of the year. The low price regime extended through the beginning of 1H2002, culminating in average prices that were at least 3% lower than 1H2001.

Operations Review
Timber

During 2Q2002, the Group’s timber division registered a 24.3% growth in turnover to RM86.0 million from RM69.2 million in the preceding quarter. Pre-tax profits surged 43.8% to RM7.2 million from RM5.0 million achieved in 1Q2002. The increase is mainly contributed by the logs division, where pre-tax profits rose a hefty 107%.

A gradual recovery in the timber industry was evident from the beginning of 2Q2002. This may be attributed to several key policies adopted by a major tropical timber producer country, Indonesia to curb supply in order to meet conservation targets as well as to manage its forest resources on a sustainable manner. This led to the imposition of a permanent ban on the export of logs from the country effective April 2002. The move was also to sustain the supply of logs for its domestic production of plywood, where Indonesia is the major player contributing 30% of global tropical plywood supply. On the demand side, the gradual recovery in the economies of Japan and South Korea, both major consumers, also buoyed sentiment in the timber industry.

             For the period 1H2002, the timber division achieved sales of RM155.1 million compared with RM156.1 million in 1H2001. Notwithstanding the turnover level, pre-tax profits fell approximately 29.8% from RM17.4 million registered in 1H2001 to RM12.2 million for 1H2002. This is attributed to a steady decline in timber prices from 1H2001 through to 1Q2002.

             Logs

In 2Q2002, the Group’s round logs turnover increased 7.5% as compared with the previous quarter, despite a 5.0% decline in the volume of round logs. This is attributed to 12.0% improvement in the Group’s average log prices to USD86 per cubic meter from USD77 per cubic meter in the preceding quarter. Approximately 55% of round logs were exported.

             Plywood

As for the Group’s plywood division, sales increased 35.0% as compared with the preceding quarter. Along with the increase in volume by 32.0%, average plywood prices strengthened USD8 per cubic meter to USD250 per cubic meter from USD242 per cubic meter achieved in the preceding quarter.

Despite the substantial rise in production volume, the division’s pre-tax profits declined marginally from RM2.5 million in 1Q2002 to RM2.4 million in the present quarter. This is in part due to a substantial portion of plywood sales in the present quarter being back-orders and was contracted at prices before the recent price recovery.

             Non-Timber Manufacturing & Trading

Non-timber manufacturing and trading division pre-tax profits for 2Q2002 was RM3.1 million as compared to RM2.2 million in 1Q2002, an increase of 40.2%.  The higher profit was mainly due to better demand for the ESD and cable foil products as a result of the progressive recovery of the electronics cycle.
During 1H2002, the non-timber manufacturing and trading division turned in sales of RM67.8 million, representing an increase of 5.8% from a turnover of RM64.1 million achieved in the corresponding 1H2001 period. The growth in turnover was led by higher export sales during 1H2002. Pre-tax profits for the period under review rose almost 83% to RM5.3 million from RM2.9 million achieved in 1H2001.

In the adhesive tape division, promotional efforts led to improved results and higher visibility for high temperature masking tape, a product that has great potential in the market. The division’s attempt to increase exports sales in the last quarter culminated in an 11% rise in 2Q2002 for such sales. As for the Group’s aluminium foil division, despite a marginal decline in flexible packaging sales, its turnover and profits were sustained by the improved contributions from cable foils and ESD products due to a recovery in the electronic sector.

Overall, the improved performance was helped by the implementation of an efficient marketing management plan, achievement of higher economies of scale in production management and continuous monitoring of quality, cost control and efficiency.

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 be encouraging. Prices have improved significantly since May 2002 and the Group expects that the full impact of the increase in timber prices be reflected in 3Q2002, especially in the Group’s plywood division. Plywood prices have recovered strongly and going forward to 3Q2002, the Group expects a significant contribution from this division.

Timber prices have stabilised presently. Both round logs and plywood prices are expected to improve gradually given the present dis-equilibrium between supply and demand as a result of supply cutbacks in major producer countries. Also, the present price regime is likely to sustain given the general improvement in the regional economic climate, notably the major timber consumer countries.

For the non-timber division, the focus would be on higher margin products and new trading products, in addition to the opening of new markets. The Group would maintain concerted efforts to rationalise its operation to enhance its price competitiveness.

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: 27 August 2002
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