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 

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 30 September 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

	April 2003
	25,000
	4.68
	4.68
	4.68
	117,514.80

	May 2003
	-
	-
	-
	-
	-

	June 2003
	-
	-
	-
	-
	-

	July 2003
	-
	-
	-
	-
	-

	August 2003
	-
	-
	-
	-
	-

	September 2003
	-
	-
	-
	-
	-

	TOTAL
	520,000
	4.66
	4.82
	4.75
	2,468,546.33


All the above 520,000 shares bought back during the period were retained as treasury shares.

Up to the date of this report, a total of 2,688,000 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

The final dividend of seven (7) sen per share less tax at 28% amounting to RM8,134,638.08 in respect of the previous financial year was paid on 14 August 2003.

8. Segmental Reporting for the period ended 30 September 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

There were no changes in the composition of the Group in the quarterly financial statements under review.

12. Contingent Liabilities

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

 13.
Review of Results

For the quarter under review, the Group’s turnover was RM159.5 million, increased by 14.5% as compared with the preceding quarter of RM139.4 million. The overall increase was primarily contributed by the timber division.  In line with the increase in turnover, pre-tax profit improved by 15.6 % to RM16.5 million in the current quarter as against the preceding quarter of RM14.3 million.

On a year-to date (YTD) basis, the Group achieved a turnover of RM422.5 million, representing an increase of 15.5% as compared with the previous corresponding period. Pre-tax profit increased by RM3.8 million or 9.7% to RM42.7 million for the nine-month period ended 30 September 2002, in comparison with RM39.0 million for the previous corresponding period. Better performance for the timber division was largely attributable to the increase in production as well as the firming the global timber prices.

Operations Review
Timber 

For the quarter under review, the Group’s timber division registered sales of RM121.2 million, an increase of 18.7% from that of the preceding quarter’s RM102.1 million. Consequently, pre-tax profit increased approximately 18% to RM13.2 million from RM11.2 million.  This was mainly attributed to an approximate 38% rise in plywood sales during the quarter as a result of delayed shipments.  The operational impact of the implementation of the Japanese Revised Building Standards Act effective July 2003 held up sales till the third quarter of the year.  On a YTD basis, the Group’s timber division registered a turnover level of RM310.5 million, an increase of 20.3% compared to the period ended 30 September 2002.  Pre-tax profit improved by 6.0% to reach RM33.6 million for the period ended 30 September 2003 as compared with RM31.7 million for the previous corresponding period.  This is due 

to an improvement in the prices of plywood of approximately 7% and an increase in log production by 21% on a YTD basis.

During the quarter under review, average round log prices remained flat.  On a YTD basis, average prices improved by 4%.  Log production volume increased by 8% during the quarter.  As for the round logs, the key export markets were still India 35%, Japan 25% and China 20%. The remaining 20% comprised of markets in other Asian countries including Taiwan, Korea and Vietnam. 

As for the Group’s plywood division, average prices have improved marginally. However, on a YTD basis, average prices improved by 7%.  The sales volume of plywood increased by 38% as compared to the previous quarter and increased by 5% on a YTD basis.  The overall improvement was led by the Group’s value-added products, such as Floorbase, Structural and Concrete Panel plywood.  The Group’s key plywood export market was still Japan (80%) and the remaining 20% to various Asian countries.

Non-Timber Manufacturing & Trading

For the current quarter under review, non-timber manufacturing & trading achieved a turnover of RM37.8 million, representing an increase of 2.6% as compared with RM36.9 million in the previous quarter. Pre-tax profit increased by RM0.5 million or 20.5% to RM3.0 million in the current quarter, as against RM2.5 million in the previous quarter. The improved performance was mainly due to better sales for higher yield products as well as better cost control measures undertaken by the Group.

For a YTD basis, non-timber manufacturing & trading division achieved higher turnover of RM110.7 million, representing an increase of 4.5% as compared with RM105.9 million in the same period ended 30 September 2002. The increase in turnover was mainly contributed by the increase in export sales. Pre-tax profit increased by 39.7% to RM8.2 million for the current period under review as compared with RM5.8 million in the previous corresponding period. However, excluding the exceptional loss of RM3.2 million, the pre-tax profit in the current period ended 30 September 2003 decreased by 8.9%. The decrease was mainly due to the increase in raw material cost and production overheads particularly in the first half of 2003 with the outbreak of war and SARS.

 14.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter
The Group recorded an increase in turnover of 14.5% to RM159.5 million in the current quarter as compared with the preceding quarter of RM139.4 million. At this level of turnover, pre-tax profit increased by 15.1% to RM16.5 million as compared with RM14.3 million in the preceding quarter. Overall improved performance was contributed by timber division as a result of higher production and firming of global timber prices.

 15.
Current Year Prospects
The Group is confident that prices for both logs and plywood have stabilized at present levels.  On the back of an economic recovery in Japan coupled with steady demand from China, India, South Korea and other  Asian countries, the  Group  expects  a  slow pick-up in demand in the following year.  Possible 

demand increase may emerge arising from Japan’s upward revision of its wood demand forecast for 2004, mainly attributed to an anticipation of strong new housing starts for the year.  

The Group continues to monitor developments in its major timber markets.  As always, the Group will continue to nurture and develop alternative markets such as India and China, in addition to its key Japanese market.

For non-timber manufacturing & trading division, the Group will continue to improve the operating efficiency and cost control in order to maintain its competitiveness. Actions are being taken via product development to penetrate new markets. Performance is expected to improve in the following quarter in view of the forthcoming festive seasons.

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 overprovision of taxes from timber division, 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 
	
	Current Quarter

30-09-2003

RM’000
	Current Year-to-Date

30-09-2003

RM’000

	
	
	

	Total cost of purchases
	47
	47

	Total proceeds from disposals
	52
	52

	Profit on disposals
	2
	2

	
	
	


b) Total investments in quoted securities as at 30 September 2003
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20.
Status of Corporate Proposals and Developments


Joint Venture with Yayasan Islam Negeri Kedah(YINK)

On 12 May 2003, a Supplementary Environmental Impact Assessment (EIA) Report was submitted to clarify certain issues raised by the DOE. The DOE’s approval of the Supplementary EIA Report is still pending.

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 30 September 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 the Company was the guarantor. On 7 September 2000, the Company obtained the garnishee order against Sabah Shipyard Sdn Bhd (“Saship”), a debtor of WCSB. 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. The scheme was however not implemented on 18 June 2003 and has lapsed. On 28 April 2003, Special Administrators were appointed over Saship. The workout proposal from Special Administrator is currently pending the approval from various authorities.

(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 26 August 2003 to hear CMCM’s petition to wind up GPSB. On 26 August 2003, the Court has allowed CMCM’s petition to wind-up Ganda and appointed the Official Receiver as provisional liquidator.

(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 1 December 2003.

24.
Dividend


No interim dividend has been declared or recommended for the financial period under review.
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 RM13,356,000 and the weighted average number of ordinary shares outstanding during the period of 162,332,110 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 RM13,356,000 and the weighted average number of ordinary shares outstanding during the period of 155,672,791 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
	
	
	
	
	

	shares outstanding for computation of Basic EPS
	
	
	
	
	  162,332,110 

	
	
	
	
	
	
	
	

	No. of shares under options
	
	
	   13,897,000 
	
	

	
	
	
	
	
	
	
	

	No. of shares that would have been issued at fair value
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Weighted Average Options
	X        Average         Option Price
	
	
	
	

	
	
	
	
	
	
	
	

	
	Average fair value of 1 share
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	  ( 13,897,000 
	X
	6.99 )
	
	  (20,556,320)
	
	     (6,659,320)

	
	
	4.73
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	

	Weighted average number of ordinary shares outstanding for computation of Dilutive EPS
	
	
	  155,672,791 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


BY ORDER OF THE BOARD

CHUA CHIEW MOY

COMPANY SECRETARY

Date:   28 November 2003
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