W T K HOLDINGS BERHAD (10141-M)

(Incorporated in Malaysia)


Notes 

1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Malaysia”).

The interim financial statements should be read in conjunction with the most recent annual audited financial statements for the year ended 31 December 2003. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2003.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 December 2003.

2.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2003 was not qualified. 

3.
Comments about Seasonal or Cyclical Factors 

Apart from heavier rainfall during the current quarter that affected log production, there are no recurrent or cyclical events that would affect the Group’s operation.

4.
Unusual Items Due to Their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial year ended 31 December 2004.

5.
Changes in Estimates

There were no changes in estimate that have had a material effect in the current quarter.

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

During the current quarter under review, the Company repurchased a total of 215,000 ordinary shares of its issued share capital from the open market for a total purchase consideration of RM1,265,991.

During the current quarter, the Company has also re-sold a total of 1,000,000 treasury shares in the open market for a total sale consideration of RM5,783,391 at a disposal gain of RM1,354,653.

As at 31 December 2004, the balance of 1,115,000 units of shares bought back were retained as treasury shares in accordance with Section 67A of the Companies Act, 1965 for which the details are as follows:-


No of shares

(unit)
Cost

(RM)

Balance @1/1/2004
2,943,000
13,078,896

Shares bought back during the year
554,000
2,698,657

Shares resold during the year
(2,382,000)
(10,539,336)

Balance @ 31/12/2004
1,115,000
5,238,217

7.
Dividends Paid

The first and final dividend of 8% less 28% taxation (Net: 6%) on 161,967,000 ordinary shares amounting to RM9,329,000 for the year ended 31 December 2003 was paid on 13 August 2004.

An interim dividend of 3.6% tax exempted (Gross: 5%) on 162,752,000 ordinary shares amounting to RM5,859,000 for the year ended 31 December 2004 was paid on 29 November 2004.

8. Segmental Reporting for the Year Ended 31 December 2004
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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 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 were no outstanding contingent liabilities.

13. Capital Commitments
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14. Review of Results

For the current quarter under review, the Group’s turnover was RM151.1 million as compared to RM143.2 million in 4Q2003, representing an increase of RM7.9 million (5.5%).  Pre-tax profit improved by RM1.6 million (10%) to RM17.5 million as compared with RM15.9 million in 4Q2003.

For the current year-to-date, the Group recorded turnover of RM608.5 million and pre-tax profit of RM99.5 million when compared to its corresponding preceding year-to-date turnover of RM565.7 million and pre-tax profit of RM58.7 million. The improvement in pre-tax profits was contributed by its timber division due to the increase in global timber prices. 

Timber

On a year-on-year basis, the timber division turnover increased by 6.2% to RM113.5 million as compared to 4Q2003. Pre-tax profits improved by 18.8% to RM15.3 million when compared to RM12.8 million in 4Q2003.  This is due to the improvement in average selling prices of both log and plywood prices by 12% and 26% respectively.

On a year-to-date basis, the timber division registered a 9.6% increase in turnover as compared to the previous corresponding period.  By the same token, pre-tax profits improved 91.8% to reach RM89.0 million if compared to RM46.4 million in the previous corresponding period.  This is due to an approximate 90% improvement in pre-tax margins from 11% to 19% arising from higher average selling prices. 

On a YOY basis, average round log prices improved 12.3% when compared to prices registered in 4Q2003 and the production level is lower by 17%, whilst on year-to-date basis, production volume is down by 10.5%.  The lower volumes were caused by unexpected bout of rainy weather and a wait-and-see attitude adopted by some buyers to observe if rising timber prices were sustainable through the quarter.  This also stemmed from talks of probable increase in the Indonesian logging quotas with the change in administration.  The Group’s export markets for round logs continue to be India 35%, Japan 20%, China 15%, Vietnam 15% and the remaining 15% divided over countries in Asia such as Taiwan and South Korea.

On a YOY basis, average plywood prices improved by 26.4%.  On a YTD basis, average plywood prices improved significantly by 34.3%, whilst volume decreased about 12.3%. As with logs, buyers also adopted a wait-and-see attitude with respect to any possible increase in supply to pare the rise in prices. The Group’s key plywood markets remains Japan (approximately 80%) and the remaining 20% to various Asian countries including Taiwan.

Non-Timber Manufacturing & Trading

For the current quarter under review, the Group’s non-timber manufacturing and trading division recorded a turnover of RM35.8 million which is marginally RM0.1 million lower as compared to its 4Q2003’s turnover of RM35.9 million. The pre-tax profit achieved for this current quarter was RM2.1 million as compared to RM2.4 million of its 4Q2003. The decrease is due to increase in raw material costs and production overheads.


On a year-to-date basis, the Group’s non-timber manufacturing and trading division recorded a marginal higher turnover of RM147.7 million, representing an increase of RM1.1 million (0.8%) as compared to the turnover of RM146.6 million of the previous corresponding financial year. Pre-tax profit for the current financial year recorded RM10.4 million as compared to the previous corresponding financial year of RM10.7 million.

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

The Group’s turnover for the current quarter under review was RM151.1 million as against RM158.3 million in 3Q2004, representing a decrease of RM7.2 million (4.5%). Pre-tax profits also reduced by RM11.1 million (38.8%) to RM17.5 million from RM28.6 million achieved in 3Q2004. The decrease was mainly derived from the timber division. 

Timber

For the quarter under review, the Group’s timber division registered sales of RM113.5 million, a decrease of  5% from that of the preceding quarter of RM119.4 million. However, pre-tax profits declined 40.8% to RM15.2 million from RM25.7 million. The decrease in performance of the timber division this quarter was mainly attributed to the decrease in average selling prices of plywood by 8.5%. 

Non-Timber Manufacturing & Trading

For the current quarter under review, the Group’s non-timber manufacturing and trading division recorded a turnover of RM35.8 million which was RM2.7 million (7%) lower as compared to RM38.5 million in the preceding quarter. The decrease was mainly due to reduced numbers of working days as a result of the festive seasons in the 4th quarter.

In line with the decrease in turnover coupled with the increase in raw material costs, the pre-tax profit recorded RM2.1 million which was RM0.8 million (27.6%) lower as compared to RM2.9 million achieved in the preceding quarter.

 16.
Current Year Prospects
Although there was some easing in purchase volumes during the quarter in review, the Group remains positive that the hold positions adopted by buyers are only reflective of an initial reaction to possible increase in supply by the Indonesians. The new Indonesian government in stepping up efforts to curb over-production and illegal logging are toying with an increase in logging quota to fuel the country’s downstream production needs.  Its imposition of a ban on the export of logs and sawntimber are still in place.  Also, Malaysians producers have encountered slower production due to recent heavier rainy weather.  

The Group expects timber prices to remain firm through 2Q2005 due to increase in demand from a robust construction, reconstruction and infrastructure activities backdrop in key markets like Japan, India and some Asean countries.  Shipments to Japan and India remain firm at 20% and 35% respectively.  

Given the same undertone, the Group’s plywood division expects similar guidance with respect to demand of its floorbase products to its key market, Japan.  We continue to be the largest floorbase producer in Malaysia and is expected to ride on the increase in the Japanese’s demand of this product from Malaysia.  The Japanese used to source the lion’s share of floorbase products from Indonesia. 

Cyclical swings in buying trends are not unexpected in the timber industry.  However, in the broader picture, the Group maintains that the industry is undergoing structural changes with respect to supply and sustainability in the long term; and this is expected to positively impact tropical timber prices.

For the non-timber manufacturing and trading division, its market remains competitive and challenging due to the lower priced products manufactured from China and Asean countries. The Group has confidence to sustain its competitiveness and performance in the next four quarters of year 2005. The Group will continuously adopt an aggressive implementation plan with concerted efforts to develop new products, better products mix and reinforce its marketing strategies and plans.

17.
Profit Forecast or Profit Guarantee

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

18.
Taxation
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The effective tax rate is lower than the statutory tax rate because of overprovision of taxation, utilisation of tax losses, utilisation of reinvestment allowances and pioneer status granted to a subsidiary.

19.
Sale of Unquoted Investments and/ or Properties 

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

20.
Purchase/Disposal of Quoted Securities

a) Total purchases and disposals of quoted securities 


 Current 

 Current Year 



 Quarter 

 To-Date 




31-12-2004

31-12-2004




 RM'000 

 RM'000 










Total cost of purchases
303

867



Total proceeds from disposal
-

758



Profit on disposal
-

55


b) Total investments in quoted securities as at 31 December 2004.
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21.
Status of Corporate Proposals and Developments


Joint Venture with Yayasan Islam Negeri Kedah(YINK)

The Department of Environmental’s approval on the Supplementary Environmental Impact Assessment report is still pending.

Supplementary Agreement between Piramid Intan Sdn Bhd and Sarawak Timber Industry Development Corporation 

Following the subsequent approval from the Director of Forests, Sarawak on the remaining balance concession area containing 24,234 hectares under Forest Timber License No. T/3401 and an additional area of 7,648 hectares to a total area containing 31,882 hectares, Piramid Intan Sdn Bhd (“PISB”), a wholly-owned subsidiary of the Company, had on 24 February 2005 entered into a Supplementary Agreement with the Licensee, Sarawak Timber Industry Development Corporation (“STIDC”) to make amendments to the Principal Agreement dated 19 August 2002 entered by PISB and STIDC.  

PISB is the appointed contractor for STIDC with exclusive rights to fell, extract, process and sell merchantable timber logs from a total designated revised forest area of 91,882 hectares (inclusive of the revised forest area of 31,882 hectares as stated above) under Forest Timber Licence No. T/3401 instead of the original 84,234 hectares.  In consideration of the rights, power, benefits, terms and conditions under the Supplementary Agreement, PISB has agreed to make an advance payment of RM6,300,000 to STIDC.  In addition, PISB will pay to STIDC based on production by monthly premium at the rate of RM30 per cubic meter for every merchantable log sold and delivered, up to a total balance sum of RM6,300,000.

PISB intends to finance its operations through internally generated funds.

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

22.
Group Borrowings and Debt Securities

The Group’s borrowings and debt securities as at 31 December 2004 were as follows:


Secured
Unsecured
Total


RM’00
RM’000
RM’000

Short-term borrowings
43,790
103,607
147,397

Long-term borrowings
3,509
17,095
20,604


47,299
120,702
168,001

23.
Off Balance Sheet Financial Instruments

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

24. 
Material Litigation

The High Court on 16 February 2005, dismissed Central Industrial Corporation Bhd (“CICB”)’s application to appoint provisional liquidators for Central Mercantile Corporation (M) Sdn Bhd (“CMCM”), a subsidiary of the Company.  CICB’s petition to wind up CMCM is now fixed for mention on 11 May 2005.  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.

25.
Dividend Payable

A 2nd interim dividend of 3.6% tax exempt has been declared for the financial year ended 31 December 2004 (2003: Nil).

The entitlement and payment dates have yet to be decided and shall be announced in the near future. 

26.
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 RM88,515,000 and the weighted average number of ordinary shares outstanding during the period of 162,751,527 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 RM88,515,000 and the weighted average number of ordinary shares outstanding during the period of 158,753,817 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




161,845,527










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 )

(16,988,710)

(3,091,710)



5.72






























Weighted average number of ordinary shares outstanding for computation of Dilutive EPS


158,753,817










BY ORDER OF THE BOARD

TAN MEE LIAN

COMPANY SECRETARY

Date: 28 February 2005
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												Current Year				Preceeding

												To-Date				Year

												31-12-2004				31-12-2003

												RM'000				RM'000

		Approved and contracted for

		Non cancellable outstanding rental commitments

		Not later than 1 year										195				221

		Later than 1 year and not later than 5 years										- 0				139

												195				360

		Contracted but not provided for

		Investment in Plant and Machinery										- 0				63
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										Current				Current Year

														Current				Current Year

														Quarter				To-Date

														31-12-2004				31-12-2004

														RM'000				RM'000

				Taxation based on results for the period:

				Current										2,323				13,622

				Overprovision in prior years										(132)				(2,782)

				Share of taxation in associated company										73				295

				Share of taxation in joint venture company										- 0				- 0

				Deferred taxation										(90)				(63)

														2,174				11,072






_1170764670.xls
Sheet1

														As at

														31-12-2004

														RM'000

				At cost										3,901

				At book value										3,139

				At market										2,893






