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 

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 30 June 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

During the quarter ended 30 June 2005, the Company repurchased 95,500 of  its own ordinary shares from the open market at an average price of RM5.19.  The total consideration paid for the repurchase including transaction costs was RM498,444.00 and this was financed by internally generated funds.  All of these shares repurchased are being retained as treasury shares.

As at  30 June 2005, the number of treasury shares held amounted to 1,230,500.
7.
Dividends Paid and Payable
The dividends declared for the financial year ended 31 December 2004 are summarized below:-

	
	Paid
	Payable

	First interim dividend of 3.6% tax exempt was paid on 29 November 2004
	RM5,859,000
	-

	Second interim dividend of 3.6% tax exempt was paid on 27 May 2005
	RM5,855,000
	-

	Final interim dividend of 5.76% tax exempt will be payable on 28 September 2005
	-
	RM9,366,000


For the financial year ended 31 December 2003, a final dividend of 8% less 28% tax, amounting to RM9,329,000 was declared and paid on 13 August 2004.

8. Segmental Reporting for the Period Ended 30 June 2005

	
	
	
	
	
	Profit/(Loss) 
	

	
	
	
	
	
	Before
	

	
	
	
	Turnover
	
	Taxation
	

	
	
	
	RM'000
	
	RM'000
	

	
	
	
	
	
	
	

	Timber
	
	
	232,401
	
	37,930
	

	Manufacturing
	
	     42,213
	
	(456)
	

	Trading
	
	
	27,925
	
	1,566
	

	Others
	
	
	854
	
	1,326
	

	
	
	
	
	
	
	

	
	
	
	303,393
	
	40,366
	


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 RM155.8 million as compared to RM160.5 million in the 2Q2004, representing a decrease of RM4.7 million (2.9%).  Its pre-tax profit has also dropped from RM30.8 million in the 2Q2004 to RM20.8 million, a reduction of RM10 million (32.5%), mainly from the timber division.
On a year to date basis, the Group achieved a turnover of RM303.4 million, an increase of  RM4.4million (1.47%) as compared to RM299.0 milllion in its previous corresponding year. However, its pre-tax profit has decreased by RM13.1 million (24.5%) from RM53.5 million to RM40.4 million due to the rising costs of production experienced by both its timber and non timber manufacturing and trading divisions.
Timber

For the current quarter, the Group’s timber division registered a turnover of RM118.8 million, representing a decrease of 2.7% or RM3.2 million as compared with RM122.0 million in the 2Q2004.  Pre-tax profits decreased by RM8.9 million or 31.8 % to RM19.1 million when compared to RM28.0 million registered in the 2Q2004.  The lower profits were mainly due to higher processing costs of major components like fuel, glue and spare parts.

On a year-to-date basis, the timber division registered a turnover of RM232.4 million, representing an increase of 7.5%, as compared to the previous corresponding period of RM 224.9 million.  However, pre-tax profits decreased 21% to RM38 million as compared with RM48 million in the previous corresponding period. This is due to increase in raw material costs mainly in the plywood division.

On a YOY basis, average round log prices fell by 2.8% compared to prices registered in the 2Q2004, whilst sales volume was down by 14.6%.  The decline in log prices was due to higher composition of domestic sales whilst the lower volume is mainly a temporary effect from a change in administrative procedures by the state forestry department that would normalize in the near future.  On a YTD basis, average round log prices are lower by 5.8% whilst volume declined 5.4%.  The key export markets for round logs continue to be India 40%, Japan 20%, China 15%, Vietnam 20% and the remaining 5% is spread among Asian countries including Taiwan and South Korea.

The Group’s plywood division registered a drop of 8.4% in average prices for the quarter as compared to the 2Q2004.  The sales volume of plywood in the quarter under review is up by about 26.0% as compared to the 2Q2004 mainly due to the increased capacity that was installed during the 3Q2004.  The Group’s key plywood markets are  88% to Japan whilst  the remaining 12% to Taiwan and other Asian countries.

14.
Review of Results (Contd.)

Non-Timber Manufacturing & Trading

For the current quarter under review, the non timber manufacturing and trading division recorded a turnover of RM36.5 million, a decrease in turnover of RM1.4 million (4%) as compared to RM37.9 million in  2Q2004 as a result of weakened market demand, stiff competition coupled with the general slowdown in growth experienced by the manufacturing industries.
Its pre-tax profits has also reduced from RM2.5 million to RM0.6 million for 2Q2005, a reduction of RM1.9 million (76%) mainly due to the losses suffered by the foil division arising from the escalating fuel and raw material costs such as foil, film, paper and chemicals.
On a year to date basis, the non timber manufacturing and trading division registered a  turnover and pre-tax profits of RM70.1 million and RM1.1 million respectively, reflecting a reduction of RM3.2 million in its turnover and a decrease of RM4.3 million in its pre-tax profits as compared to that of previous corresponding year to date.  The reduction was mainly due to the losses suffered by its foil division.
15.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter

Notwithstanding the high fuel prices and processing costs, the Group’s turnover for the current quarter under review was RM155.8 million as against RM147.6 million in the 1Q2005, representing an increase of RM8.2 million (5.6%).  Its pre-tax profits, has increased by RM1.3 million (6.7%) to RM20.8 million from RM19.5 million achieved in the 1Q2005.  
There is no material changes to the industry environment from last quarter to this quarter.  
16.
Current Year Prospects
Prices remained firm in the major timber markets and robust demand continues from the Chinese, Indian and Vietnamese markets.  Japan’s buying has been subdued and is expected to maintain at prevailing levels.

In the wake of escalating processing costs, the environment is expected to be challenging for timber companies.  However, the Group will strive to maintain its performance and competitiveness by directing more efforts to improve its operational efficiencies and contain rising expenditures caused by higher oil prices which impact production as well as resulting in higher import costs for consumer countries.  
16.
Current Year Prospects (Contd.)
The Group is also intensifying marketing efforts in present growth markets like India and Vietnam by expanding the range of species exported.  We expect these two markets to drive sales into second half of 2005, buffering any slack in demand from Japan for round logs. 
In the coming quarters ahead, the non timber manufacturing and trading divisions will not only be exposed to fierce competition from neighbouring countries in terms of both products and prices but will also be affected by the creeping high fuel prices and the rising costs of raw materials.

Despite the difficulties and uncertainties ahead, the Group will continue to adopt and devise aggressive marketing strategies to strengthen its customers base and implement several cost cutting measures to reduce its production costs and improve its operational efficiencies in order to restore its product competitiveness.

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 

a) 
There was no sale of properties for the current quarter and financial period to date.

b)  Disposal of unquoted investment
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20.
Purchase/Disposal of Quoted Securities

a) 
There was no sale of quoted securities for the current quarter and financial period to date.

b)
Total purchases of quoted securities 
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c) 
Total investments in quoted securities as at 30 June 2005
	
	As at 30.06.2005

RM’000

	As cost
	4,042

	At book value
	3,289

	At market value
	2,813


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 30 June 2005 were as follows:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short-term borrowings
	56,100
	98,283
	154,383

	Long-term borrowings
	8,365
	     14,931
	23,296

	
	64,465
	113,214
	177,679


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. 
As at the date of this report, the hearing date for CMCM’s application for validation of payments is fixed on 19 October 2005 while the hearing date for CICB’s appeals to the Court of Appeal on the High Court’s dismissal of its application for provisional liquidators and cross-examination of certain personnel have not been fixed.  The Directors of the Company, in close consultation with the lawyers of the Company, are of the opinion that  CMCM has a good chance of succeeding in its validation application and a fair chance of resisting CICB’s appeals and 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 RM32,804,000 and the weighted average number of ordinary shares outstanding during the period of 162,636,027 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

Other than its ESOS which expired on 23 July 2005, the Group does not have any financial instrument or other contract that may entitle its holder to ordinary shares.  Since no options arising from ESOS were exercised subsequent to 30 June 2005 up to the expiry date of the ESOS, the fully diluted earnings per share is not presented as there is no dilution in its basic earnings per share.
BY ORDER OF THE BOARD

TAN MEE LIAN

COMPANY SECRETARY

Date: 30 August 2005
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														Current				Current Year

														Quarter				To-Date

														30-06-2005				30-06-2005

														RM'000				RM'000

				Total proceeds from disposals										1,341				1,341

				Share of taxation in joint venture company										- 0				- 0

				Profit on disposals										694				694
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										Current				Current Year

														Current				Current Year

														Quarter				To-Date

														30-06-2005				30-06-2005

														RM'000				RM'000

				Taxation based on results for the period:

				Current										2,273				4,524

				Share of taxation in associated company										74				148

				Share of taxation in joint venture company										- 0				- 0

				Deferred taxation										2,676				2,699

														5,023				7,371






_1186400506.xls
Sheet1

		

														Current				Current Year

														Quarter				To-Date

														30-06-2005				30-06-2005

														RM'000				RM'000

				Total cost of purchases										168				168

				Share of taxation in joint venture company										- 0				- 0
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												Current Year				Preceeding

												To-Date				Year

												30-06-2005				31-12-2004

												RM'000				RM'000

		Approved and contracted for

		Non cancellable outstanding rental commitments

		Not later than 1 year										27				144

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

												27				144

		Contracted but not provided for

		Investment in Plant and Machinery										1,101				3,095






