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 Financial Reporting Standards (“FRS”) No. 134: Interim Financial Reporting and Part K 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 2004. 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 2004.

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 2004.

2.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2004 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 for the current quarter ended 31 March 2005.

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

The monthly breakdown of shares bought back for the financial period ended 31 March 2005 was as follows: 
	Month
	No of shares
	Purchase price per

Share
	Average price per share

(RM)
	Total cost

(RM)

	
	
	Lowest

(RM)
	Highest

(RM)
	
	

	January
	-
	-
	-
	-
	-

	February
	-
	-
	-
	-
	-

	March
	20,000
	5.45
	5.45
	5.45
	109,480

	Total
	20,000
	
	
	
	109,480


All the above 20,000 shares bought back during the period were retained as treasury shares.  At 31 March 2005, the number of shares bought back and retained as treasury shares amounted 1,135,000.
The movements in the shares bought back subsequent to 31 March 2005 are as detailed below:-

	Month
	No of shares
	Purchase price per

Share
	Average price per share

(RM)
	Total cost

(RM)

	
	
	Lowest

(RM)
	Highest

(RM)
	
	

	April
	80,500
	5.20
	5.40
	5.33
	431,431

	May
	-
	-
	-
	-
	-

	Total
	80,500
	
	
	
	431,431


At the date of this report, the number of shares bought back and retained as treasury shares amounted to 1,215,500.

7.
Dividends Paid

The second interim dividend for the financial year ended 31 December 2004 of 3.6% tax exempt dividend on 163,866,527 ordinary shares less shares bought back and held as treasury shares, amounting to RM5,855,000 (3.60 sen net per share) became payable on 27 May 2005. 

8. Segmental Reporting for the Period Ended 31 March 2005

	
	
	
	
	
	Profit/(Loss) 
	

	
	
	
	
	
	Before
	

	
	
	
	Turnover
	
	Taxation
	

	
	
	
	RM'000
	
	RM'000
	

	
	
	
	
	
	
	

	Timber
	
	
	113,552
	
	18,792
	

	Manufacturing
	
	19,513
	
	(148)
	

	Trading
	
	
	14,107
	
	653
	

	Others
	
	
	437
	
	242
	

	
	
	
	
	
	
	

	
	
	
	147,609
	
	19,539
	


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 changes in the contingent liabilities since the last annual balance sheet as at 31 December 2004.
13. Capital Commitments
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14. Review of Results

For the current quarter under review, the Group’s turnover was RM147.6 million as compared to RM138.5 million in the 1Q2004, representing an increase of RM9.1 million (6.5%).  Its pre-tax profit however, has dropped from RM22.6 million in the 1Q2004 to RM19.5 million, a reduction of RM3.1 million (13.7%).
Timber

For the current quarter under review, the Group’s timber division registered a turnover of RM113.5 million, representing an increase of RM11.0 million or 10.4% from RM102.8 million in the 1Q2004.  However, its pre-tax profits decreased by RM1.2 million or 6.0% to RM18.8 million when compared to RM20.0 million registered in the 1Q2004.  The slight decrease in pre-tax profits was mainly due to higher processing costs of major components like fuel, glue and spare parts.
14. Review of Results (Contd.)
Timber (Contd.)

On a YOY basis, average round log prices fell by 8.0% compared to prices registered in the 1Q2004, whilst sales volume was up by 3.5%.  The drop in log prices was due to higher composition of domestic sales.  The key export markets for round logs continue to be India 30%, Japan 20%, China 30%, Vietnam 15% and the remaining 5% divided among Asian countries including Taiwan and South Korea.
The Group’s plywood division registered an increase of almost 11.0% in average prices for the quarter as compared to the 1Q2004.  The sales volume of plywood in the quarter under review is up by about 16.2% as compared to the 1Q2004 mainly due to the increased capacity that were installed during the 3Q2004.  The Group’s key plywood markets are  80% to Japan whilst the remaining 20% to Taiwan and other Asian countries.
Non-Timber Manufacturing & Trading

Non-timber manufacturing and trading division recorded a turnover of RM33.6 million for the current quarter under review as compared with the 1Q2004 of RM35.4 million, reflecting a reduction of RM1.8 million.  The reduction in the turnover was mainly due to slower demand especially in the months of January and February as a result of the uncertainties in the market over the recent upsurge in crude oil prices.

Its pre-tax profit has also decreased from RM2.9 million in the 1Q2004 to RM0.5 million, a decrease of RM2.4 million.  This is attributed mainly by the rising costs of raw materials, fuel and spare parts coupled with the intense competition seen in both the domestic and international markets.
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 RM147.6 million as against RM151.1 million in the 4Q2004, representing a decrease of RM3.5 million (2.3%).  Its pre-tax profits, however has increased by RM2.0 million (11.4%) to RM19.5 million from RM17.5 million achieved in the 4Q2004.
15.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter (Contd.)

Timber

For the current quarter under review, the Group’s timber division registered a turnover of RM113.5 million, a marginal decrease of 0.4 million from RM113.9 million in the 4Q2004.  However, its pre-tax profit has increased from RM15.2 million to RM18.8 million. This is mainly due to the increase in the plywood production by approximately 16% arising from the increased capacity that was installed during the 3Q2004.
Non-Timber Manufacturing & Trading

For the current quarter under review, the Group’s non-timber manufacturing and trading division registered a turnover of RM33.6 million which was RM2.2 million lower as compared to RM35.8 million in the 4Q2004.  Its pre-tax profit stood at RM0.5million in the current quarter as compared to RM2.1 million achieved in the 4Q2004, a decrease of RM1.6 million reflecting the effects of rising costs of raw materials, fuel and spare parts amidst the uncertainties in the market over the recent upsurge of crude oil prices coupled with the intense competitions seen in both the domestic and international markets.
 16.
Current Year Prospects

For the timber market, prices have inched up in the last few months.  Strong demand continues to emanate from China for round logs while Japan hovers in the background with significant demand for tropical timber.  With the Group’s key markets like India, China, Japan, Taiwan and ASEAN countries’ current resilience in timber consumption and the supply curbs in Indonesia, prices are expected to firm.
The Group continues to check rising costs brought on by higher oil prices which impact production as well as resulting in higher import costs for consumer countries.  To maintain its competitiveness, the Group is directing more efforts to improve its operational efficiencies. 
While the prospects for the non-timber manufacturing and trading division in the forthcoming quarters continue to be challenging with the rising costs and intense competition in both the domestic and international markets, the Group has strived to improve its operational efficiencies, better product mix, implemented certain cost cutting measures, and realigned its marketing strategies including plans to expand its products to overseas markets coupled with strategies to  revise its products specifications to cater for new markets and demand.
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 due to the utilization of reinvestment allowances granted to certain subsidiaries.

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) 
There were no purchases and sale of quoted securities for the current quarter and financial period to date.
b) 
Total investments in quoted securities as at 31 March 2005.

	
	As at 31.03.2005

RM’000

	As cost
	3,901

	At book value
	3,139

	At market value
	2,893


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.

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 March 2005 were as follows:

	
	Secured
	Unsecured
	Total

	
	RM’00
	RM’000
	RM’000

	Short-term borrowings
	42,675
	114,004
	156,679

	Long-term borrowings
	3,212
	15,865
	19,077

	
	45,887
	129,869
	175,756


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

As disclosed in the annual financial statements ended 31 December 2004, Central Industrial Corporation Berhad (“CICB”), a minority shareholder of Central Mercantile Corporation (M) Sdn Bhd. (“CMCM”), a subsidiary of Loytape Industries Sdn Bhd, wholly-owned by the Company, presented a petition to wind-up CMCM 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 High Court on 16 February 2005, dismissed CICB’s application to appoint provisional liquidators for CMCM. CICB has since filed an appeal to the Court of Appeal. CICB has also filed an application for cross-examination.  As at the date of this report, the date for the Court’s decision on the application for cross-examination has been fixed on 20 July 2005.  CICB’s petition to wind-up CMCM has also been fixed for mention on the same date.  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 the application for cross-examination and CICB’s petition.
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 RM17,349,000 and the weighted average number of ordinary shares outstanding during the period of 162,731,527 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.

25.
Earnings per Share (EPS) (Contd.)

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 RM17,349,000 and the weighted average number of ordinary shares outstanding during the period of 160,215,494 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
	
	
	
	
	162,736,527

	
	
	
	
	
	
	
	

	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 )
	
	(16,418,033)
	
	(2,521,033)

	
	
	5.92
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	

	Weighted average number of ordinary shares outstanding for computation of Dilutive EPS
	
	
	160,215,494
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