W T K HOLDINGS BERHAD (10141-M)

(Incorporated in Malaysia)


Notes 

1. Basis of Preparation

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Kuala Lumpur Stock Exchange and should be read in conjuction with the audited financial statements for the year ended 31 December 2002. 

The accounting policies and methods of computation used in the preparation of the interim financial report are consistent with those adopted in the audited financial statements for the year ended 31 December 2002. 

2. Audit Qualification on preceding Annual Financial Statements

There was no qualified report issued by the auditors in the financial statements of the Group for the year ended 31 December 2002.

3. Seasonality or Cyclicality of Interim 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 the Group’s operations.

4. Extraordinary Items

There were no extraordinary items in the quarterly financial statements under review.

5. Material Changes in Estimation Methods

There were no material changes in the estimation methods in the quarterly financial statements under review.

6. 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 31 March 2003 were as follows:-

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

 (RM)
Total cost 

(RM)



Lowest (RM)
Highest (RM)



January 2003
215,000
4.76
4.82
4.82
1,036,120.38

February 2003
-
-
-
-
-

March 2003
280,000
4.66
4.70
4.70
1,314,911.15

TOTAL
495,000
4.66
4.82
4.75
2,351,031.53

All the above 495,000 shares bought back during the period under review were retained as treasury 

shares. 

Up to the date of this report, a total of 2,465,000 shares bought back were retained as treasury shares. There has been no resale of treasury shares and no cancellation of shares bought back.

7. Dividends Paid

There were no dividends paid for the financial period under review.

8. Segmental Reporting for the year ended 31 March 2003
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9. Valuations of Property, Plant and Equipment

There has been no valuation undertaken for the Group’s property, plant and equipment since the last annual financial statements. 

10. Material Subsequent Events

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

11. Changes in the Composition of the Group

On 28 February 2003, Winning properties Sdn Bhd (“WPSB”), a wholly-owned subsidiary of the Company, transferred its entire ownership of 100% in Piramid Intan Sdn Bhd (“PISB”) and WTK Heli Logging Sdn Bhd (“WHL”) to the Company at a total consideration of RM5,000,000.00.

The ultimate equity ownership of both PISB and WHL remain unchanged but the re-organisation has rendered both PISB and WHL, direct subsidiaries of the Company.

Other than as disclosed above, there were no other changes in the composition of the Group for the financial period ended 31 March 2003.

12. Contingent Liabilities

As at the date of this announcement, there is no contingent liability outstanding.

Since the last annual balance sheet date, contingent liability for a subsidiary company in respect of the purchases in dispute of RM330,000 has crystallised. The subsidiary company has resolved the dispute amicably by paying a sum of RM200,000.


 13.
Review of Results
              The Group’s turnover for the current quarter was RM123.6 million, representing an increase of                       19.5% from RM103.4 million achieved in 1Q2002. The improvement in turnover was mainly                          derived from the timber division, attributable to the recovery of the timber selling prices.                                  Consequently, the pre-tax profit increased by 58.1% to RM12.0 million against RM7.6 million in                   1Q2002.

Operations Review
Timber

For the quarter under review, the Group’s timber turnover was comparable to that of the preceding quarter. However, profits eased by approximately 42%. This was mainly attributable by a decline of about 10% in the average prices of plywood as compared with the previous quarter. On a year-on year (YOY) basis, net margins, however improved by 83.4% due to an overall improvement in the prices of round logs and plywood of approximately 13% and 11% respectively.

During the quarter under review, average round log prices  remained flat. However, the volume of log production increased by 10% as compared to the previous quarter and increased by 5% on a YOY. As for round logs market, export to Japan was approximately 20%, China 20% and India 35%. The remaining 25% comprised of markets in other Asian countries including Taiwan, Korea and Vietnam.

As for the Group’s plywood division, average prices weakened by 10% as compared to preceding quarter. On a YOY basis, however, prices strengthened by about 11%. For the quarter under review, plywood exported to Japan was 90%, the remaining 10% to Asian countries.  A major plywood market, Japan, has revised its Building Standards Act effective July 2003 whereby a lower formaldehyde emission level in glue used for plywood production is required. This has the effect of increasing cost due to the change in glue formulation. 
Non-Timber Manufacturing & Trading

For the quarter under review, the non-timber manufacturing achieved the turnover of  RM36.0 million, representing an increase of 6.4% as compared with the previous corresponding period, which was RM33.8 million. The improvement was mainly due to the increase of the export sales.  Consequently, the pre-tax profit increased 19.3% to RM2.6 million in the current quarter as compared with the previous corresponding quarter.

             For the quarter under review, turnover remained at RM36.0 million as compared with the preceding                quarter of RM36.1 million. Despite a marginal decrease in the turnover, pre-tax profit for current quarter              decreased 26.4% to RM2.6 million against the RM3.5 million in the preceding quarter. The decrease in              the pre-tax profit was mainly attributable to the lower turnover for the higher yield product such  as cable              foil. Lower demand for cable foil was mainly due to current weak market in the electronic sector. 

 14.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter

The Group’s turnover for the current quarter recorded at RM123.6 million, decreased by RM8.9  million or 6.7% as compared with the preceding quarter of RM132.6 million. Turnover achieved for  timber and non-timber in current quarter was comparable to that of the preceding quarter. The decrease was mainly due to sales of properties made by a subsidiary company in the preceding  quarter. The Group recorded the pre-tax profit at RM12.0 million in the current quarter as compared  with RM16.2 million in the preceding quarter. The decrease in the pre-tax profit from the timber  division was largely due to weak plywood prices and increase in fuel and glue prices.

 15.
Current Year Prospects

In, so far as Japan, a major timber market is concerned, its level of demand for timber products are expected to ease slightly, in accordance with the grim outlook in its housing starts. Purchasing cuts by Japanese plywood mills due to weak demand is expected to impact prices of certain species such as Meranti, in the medium term. As for the importation of plywood by Japan, the imposition of JAS standards on certain plywood products is expected to impede certain producer countries’ abilities to meet its portion of the 7 miilion cbm of total plywood demand targeted this year, such as Indonesia. This is not expected to affect the Group given that its plywood mills are JAS-certified in majority.

For the medium term, the Group is maintaining a cautious approach with regard to prices and demand from its key markets. It will continue to nurture the growing importance of alternative market such as China and India for round logs. Japan is expected to remain a key plywood market for the Group, however, alternative markets are also explored in Taiwan, Korea and other countries.

For the non-timber manufacturing and trading division, the market remains very competitive. Profit margin may be further squeezed due to the increase of the raw material costs as a result of war and SARS. Nevertheless, the Group attempts to rationalise its operation so as to sustain its performance in future quarters.
16.
Variance of Actual Profit from Forecast Profit and Shortfall in Profit Guarantee

The Company has not provided any profit forecast or profit guarantee.

17. 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.

18.
Sale of Unquoted Investments and/ or Properties 

There were no sales of unquoted investments/properties for the financial period under review.

19.
Purchase/Disposal of Quoted Securities

a) Total purchases and disposals of quoted securities 
There were no purchases or sales of quoted securities for the financial period under review.

b) Total investments in quoted securities as at 31 March 2003
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20.
Status of Corporate Proposals and Developments


Joint Venture with Yayasan Islam Negeri Kedah(YINK)

On 26 March 2002, the Group entered into a joint venture agreement with YINK to develop and secure the project to fell and extract merchantable timber logs and the marketing of timber thereof, from the forest reserve areas of approximately 303,312 acres in the State of Kedah.

The Detailed Environmental Impact Assessment Report for the Company for the Helicopter Harvesting Project in Kedah Darul Aman was submitted to the Department of Environment (DOE) on 18 November 2002. On 12 May 2003, a Supplementary Report was submitted to clarify certain issues raised by the DOE. The DOE’s approval of the Report is still pending.

Agreement with Sarawak Timber Industry Development Corporation (STIDC)

On 19 August 2002, Piramid Intan Sdn Bhd, a wholly-owned subsidiary of the Company, was  appointed by STIDC as its contractor (for a duration of almost 19 years ending 11 April 2021) with exclusive right to fell, extract, process and sell merchantable logs from a designated forest area of 84,234 hectares under Timber License T/3401. 24,234 hectares of these forest areas are still pending the approval of the Director of Forests, Sarawak.

License for Planted Forest Granted to Immense Fleet Sdn Bhd

On 17 April 2003, Immense Fleet Sdn Bhd, a wholly-owned subsidiary of the Company, was granted a License for Planted Forest (“License”) by the State Government of Sarawak to establish, develop and maintain a planted forest in accordance with tree-planting plan as approved by the Director of Forests, Sarawak over a total area of 67,157 hectares (or approximately 165,878 acres) in Oya-Kanowit-Katibas, Sibu, Sarawak. The License is valid for 60 years from 28 February 2003.

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

21.
Group Borrowings and Debt Securities

The Group’s borrowings and debts securities as at 31 March 2003 were as follows:
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22.
Off Balance Sheet Financial Instruments

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

23. 
Material Litigation

(i) The Company has on 6 October 1998 obtained default judgment against Westmont Construction Sdn Bhd (“WCSB”) in respect of WCSB’s banking facilities of RM2.65 million for which WCSB was the guarantor. To recover the said amount, the Company has commenced garnishee proceeding on 24 November 1999 against Sabah Shipyard Sdn Bhd (“Saship”), a debtor of WCSB. The garnishee order was made absolute on 7 September 2000 and the enforcement was subject to the implementation of Saship’s scheme of arrangement. On 16 October 2001, Saship’s scheme of arrangement was approved by its Shareholders. From the scheme, the Company can receive approximately, cash payment of RM200,000, RM1.6 million of Redeemable Convertible Loan Stock and RM390,000  warrants in Saship Holdings Berhad. Relevant authorities have approved the scheme and Saship was given a final extension until 18 June 2003 by the Securities Commission to implement the scheme. On 28 April 2003, Special Administrators were appointed over Saship.

(ii) A suit was filed on 26 January 1999 and the Court has granted an Order on 10 September 1999 for specific performance of the agreement between Central Merchantile Corporation (M) Sdn Bhd (“CMCM”), a subsidiary of the Company and Ganda Plantations Sdn Bhd (“GPSB”) for divestment of CMCM’s entire shareholding in Lintang Plantations Sdn Bhd for RM1.75 million to GPSB. The Deputy Registrar has on 29 November 2001 granted an Order in terms of CMCM application and entered judgment against GPSB. The Court has struck out the appeal filed by Ganda on the earlier decision on 9 August 2002 and fixed 10 July 2003 to hear CMCM’s petition to wind up 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, 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 fixed for this action as there is a moratorium. The previous moratorium which  expired on 1 February 2003 has been extended to 1 February 2004.

(iv) Central Industrial Corporation Bhd (“CICB”) has presented a petition to wind up the 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 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. Accordingly, the Company and Loytape Industries Sdn Bhd, the immediate holding company of CMCM, applied to strike out the Winding-Up Petition. However, on 25 March 2002, the application was dismissed. The Company has directed its lawyers to file an appeal, which was now fixed for hearing on 9 September 2003.

(v) On 8 May 2000, JAC Malaysia Sdn. Bhd. (“JAC”), a creditor of Samanda Marketing & Sales Sdn. Bhd. (“SMS”), a subsidiary of the Company, at the Shah Alam High Court obtained judgment against SMS for the sum of RM330,415 together with interest at the rate of  8% per annum from 28 July 1998 till full settlement. SMS has on 12 May 2000 through its lawyers filed a Notice of Appeal to the Judge and that the same is now fixed for hearing on 12 May 2003. This hearing has been adjourned pending the preparation of the ground of judgments by the Registrar.

In the meanwhile, JAC had on 23 June 2001, through its lawyers presented a Winding-Up Petition at the Kuala Lumpur High Court against SMS for failing to make good on the aforesaid judgment. SMS has filed an application to stay the Winding-Up Petition. This application was however dismissed on 23 August 2002 and the hearing is fixed on 7 May 2003. 
SMS and JAC have mutually agreed to amicably resolve this matter by SMS paying a sum of RM200,000 to JAC. Both parties are taking the necessary steps to withdraw the civil suit and winding- up.

24.
Dividend


No interim dividend has been recommended.
25. Earnings per Share (EPS)

Basic Earnings per Share

The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM8,841,000 and the weighted average number of ordinary shares outstanding during the period of 162,348,777 shares after taking into the effects of share buy back and the allotment of shares from the exercise of Employees’ Share Option Scheme (“ESOS”) of the Group.

Diluted Earnings per Share

The calculation of diluted earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM8,841,000 and the weighted average number of ordinary shares outstanding during the period of 155,880,991 shares that would be in issue had all the options arising from the ESOS been exercised on the date they were granted as shown below. However, it was not presented as the effect is anti-dilutive.

Weighted average no. of ordinary
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Weighted average number of ordinary shares outstanding for computation of Dilutive EPS


  155,880,991 



















BY ORDER OF THE BOARD

CHUA CHIEW MOY

COMPANY SECRETARY

Date:   30 May 2003
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