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 Securities”).

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2007. 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 2007.

2.
Changes in Accounting Policies 

The significant accounting policies adopted in the unaudited interim financial statements   are consistent with those adopted in the Group’s audited financial statements for the year ended 31 December 2007, except for the following new and revised FRS in Malaysia which were issued on 1 July 2007 and adopted by the Group and the Company, where applicable, effective for the financial period beginning 1 January 2008:
FRS 107: Cash Flow Statements

FRS 111: Construction Contracts

FRS 118: Revenue

FRS 120: Accounting for Government Grants and Disclosure of Government Assistance

FRS 134: Interim Financial Reporting

FRS 137: Provisions, Contingent Liabilities and Contingent Assets

FRS 139: Financial Instruments: Recognition and Measurement

The adoption of the above new and revised FRS have no significant impact on the financial statements of the Group and of the Company.

The Group and the Company are exempted from disclosing the possible impact, if any, to the financial statements upon the initial application of FRS 139 which has been deferred.
3.
Comparatives 
In accordance with FRS 133, the comparative amounts below have been restated following the bonus issue and share split on 13 August 2007:-
	
	Previously stated
	As

Restated

	Year ended 31 March 2007
- 
Basic earning per share attributable to equity holders of parent (sen)

	18.05
	7.24

	Quarter ended 31 March 2007
- 
Basic earning per share attributable to equity holders of parent (sen)

	18.05
	7.24

	As at 31 March 2007
-
Net assets per share attributable to ordinary equity holders of the parent (RM)
	5.70
	2.33


4.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2007 was not qualified. 

5.
Comments about Seasonal or Cyclical Factors 

There were no recurrent or cyclical events that would affect the Group’s operations.
6.
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.
7.
Changes in Estimates

There are no other changes in estimates that have had a material effect in the current quarter under review.

8. 
Issuance and Repayment of Debts and Equity Securities, Share Buy-Backs, Share Cancellations, Shares Held as Treasury Shares and Resale of Treasury Shares

There were no issuance, cancellation, repurchases, resale and repayments of debts and  equity securities for the current quarter and the financial period other than the following:-

(a) Share Buy-Backs 
During the current quarter, the Company repurchased 20,000 of its issued ordinary shares from the open market at an average price of RM2.273 per share. The total consideration paid for the repurchase, including the transaction costs was RM45,465  and this was financed by internally generated funds.  All of these shares repurchased are being retained as treasury shares. 

As at 31 March 2008, the number of shares bought back and retained as treasury shares amounted to 3,186,000 shares, derived as follows:-

	
	Par value
	No. of shares

	As at 1 January 2008
	RM0.50
	3,166,000

	Share buyback in March 2008
	RM0.50
	20,000



	As at 31 March 2008
	RM0.50
	3,186,000


9.
Dividends 

(a)  For the financial year ended 31 December 2007, the total dividend proposed and declared amounted to RM13.045 million, being tax exempt dividend of 6% per share (Notional gross 8.22%). [2006: Total dividend proposed and declared for the financial year amounted to RM40.059 million, being tax exempt dividend of 24% per share (Notional gross 33.33%)]. 
For the financial year ended 31 December 2007, the total dividend of RM13.045 million has been paid as at the date of this report.

(b) No interim dividend has been proposed for the quarter under review. 

10. Segmental Reporting for the Period Ended 31 March 2008 
	
	
	
	
	Profit/(Loss) 
	

	

	
	
	
	Before
	

	
	
	Revenue
	
	Taxation
	

	
	
	RM'000
	
	RM'000
	

	
	
	
	
	
	

	Timber
	
	130,646
	
	3,491
	

	Manufacturing
	
	20,168
	
	(516)
	

	Trading
	
	13,698
	
	1,287
	

	Others
	
	632
	
	82
	

	
	
	165,144
	
	4,344
	


11.
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. 

12.
Material Subsequent Events

There was no material events subsequent to the current financial period ended 31 March 2008 other than that disclosed in Note 23. 
13.
Changes in Composition of the Group

There were no changes in the composition of the Group in the current quarter under review other than the following:-

(a)
Completion of Subsidiaries Acquisitions
During the quarter under review, subsidiaries of the Company completed the acquisitions of the following subsidiaries:
	Subsidiary’s Name
	No. of Shares Acquired
	% Equity Interest
	Purchase Consideration (RM)
	Date of Completion

	Interglobal Empire Sdn Bhd
	100,000
	100.0
	33,000,000
	06/03/08

	Limbang Plantations Sdn Bhd 
	850,000
	85.0
	10,600,000
	18/03/08


13.
Changes in Composition of the Group (Cont’d)
Interglobal Empire Sdn Bhd (“IESB”)
The assets and liabilities arising from the acquisition are as follows:-

	
	Fair Value
	Acquiree’s Carrying Amount

	
	RM’000
	RM’000

	Cash and bank balances
	96,335
	96,335

	Trade and other payables
	(2,133)
	(2,133)

	Total net assets
	94,202
	94,202

	Goodwill arising on acquisition
	32,905,798
	

	
	33,000,000
	


The purchase consideration paid for IESB is based on a valuation report dated 9 November 2007 undertaken by an Independent Market Valuer, Messrs VPC Alliance Sdn Bhd which valued the timber license held by IESB at RM35 million.

Limbang Plantations Sdn Bhd (“LPSB”)

The assets and liabilities arising from the acquisition are as follows:-

	
	Fair Value
	Acquiree’s Carrying Amount

	
	RM’000
	RM’000

	Prepaid lease payment
	2,767,872
	2,767,872

	Trade and other receivables
	26
	26

	Trade and other payables
	(1,000)
	(1,000)

	Total net assets
	2,766,898
	2,766,898

	LESS: Minority interest
	(415,035)
	

	
	2,351,863
	

	Goodwill arising on acquisition
	8,248,137
	

	
	10,600,000
	


Status of other proposed acquisition of subsidiaries announced but pending completion as at 31 March 2008 are disclosed in Note 23.
14.
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 2007.
15.
Capital Commitments
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16. Review of Results

For the quarter under review, the Group’s turnover was RM165.1 million as compared to RM161.3 million in the 1Q2007, representing an increase of RM3.8 million (2.4%). However, the Group’s pre-tax profit decreased by RM31.8 million or 88.1% to RM4.3 million when compared to RM36.1 million registered in 1Q2007. This is mainly attributed by the timber division.
Quarter 1, 2008
Timber

For the current quarter, the Group’s timber division registered a turnover of RM130.6 million, representing an increase of 3.7% or RM4.7 million as compared with RM125.9 million in the 1Q2007.  However, its pre-tax profit stood at RM3.5 million in the current quarter, reflecting a substantial decrease of 89.9% or RM31.0 million when compared to RM34.5 million registered in the 1Q2007.  The significant drop in pre-tax profit was mainly due to the fall in plywood average selling price.

On a year-on-year (YOY) basis, average round log prices decreased approximately 7.1% compared to prices registered in 1Q2007, whilst sales volume decreased by 6.9%.  The Group’s key export markets for round logs were India (69%), Japan (11%), China (8%), Taiwan (5%) and the remaining 7% exported to Asian countries.  

As for the Group’s plywood division, sales volume for the quarter in review increased by 104.9% compared to 1Q2007. This was mainly due to the incorporation of an acquisition of a plywood mill by the group in April 2007.  Average selling prices was down 30.9% as compared to 1Q2007.  This is mainly due to the continued delay in the housing approvals in Japan, a major importer of tropical timber products, arising from a regulatory change in the Housing Act.   The Group’s key plywood markets for the quarter in review were Japan (76%), and Taiwan and others (24%).
16.
Review of Results (Cont’d)

Non-Timber Manufacturing & Trading

The non-timber manufacturing and trading division recorded a turnover of RM33.9 million for the quarter under review when compared to RM34.8 million in 1Q2007, a decrease in turnover of RM0.9 million (3%) due to stiff competition and soft local and overseas markets conditions affecting the demand of the Group’s foil division.

Its pre-tax profit dropped by RM0.3 million to RM0.8 million when compared to RM1.1 million registered in 1Q2007. The decrease is mainly attributed to higher raw materials costs and the continued strengthening of Ringgit Malaysia against US Dollar.  

17.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter

Quarter 1, 2008
Timber

The timber division’s turnover for 1Q2008 was RM130.6 million as compared to RM157.1 million in 4Q2007, representing a decrease of  16.9% or RM26.5 million. This decrease is attributed to 26.6% drop in log sales volume. However, pre-tax profit for 1Q2008 also increased by 52.1% or RM1.2 million from RM2.3 million in 4Q2007 to RM3.5 million.  This is mainly due to the improved in plywood average selling price by approximately 5%.

Non-Timber

The non-timber manufacturing and trading division recorded a turnover of RM33.9 million for the quarter under review when compared to RM38.8 million in 4Q2007, a decrease in turnover of RM4.9 million (13%) due to revenue returning to normal levels after higher seasonal consumption leading to customers beefing up their inventory in the previous quarter. 

Its pre-tax profit dropped by RM0.8 million to RM0.8 million when compared to RM1.6 million registered in 4Q2007. The decrease is mainly attributed to lower level of sales revenue and higher raw materials costs.  

18.
Current Year Prospects


Quarter 1, 2008
Timber 

In the first three months of 2008, there was little change with respect to the dynamics of this industry.  The first quarter of the year is usually marked with seasonal weather and festivities disruptions to supply.  Log production eased approximately 26% and owing to the seasonal lull in demand this period, there was equilibrium between supply and demand.  From February onwards, domestic prices in Japan started bottoming out. 

For the quarter in review, plywood prices on average have risen about 5% from the preceding quarter and simultaneously, the cost of production has also increased.  We expect that an upswing in demand from mid-year would be able to sustain the increase in prices as demand drivers increasingly factor in the annual housing starts, development and reconstruction activities in core timber importing countries like Japan, India and China.  Notwithstanding this, the Group expects 2008 to be moderately challenging.

Non-Timber Manufacturing & Trading

With the continual rise in fuel prices and the uncertainties in the global financial markets,  the Group expects the global economy to moderate in the current year. In view of these uncertainties, the Group remains cautious and shall endeavor to maintain its performance by focusing on its core products, streamlining its supply chain and strengthening branding to deliver differentiation to customers. 
19.
Profit Forecast or Profit Guarantee

The Company has not provided any profit forecast or profit guarantee.
20.
Taxation
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The Group’s higher effective tax rate in the quarter under review was due to losses suffered by certain subsidiaries within the Group.
21.
Sale of Unquoted Investments and/ or Properties 

There were no sales of unquoted investments/properties for the current quarter and the financial period under review other than the following:

Sale of Freehold Vacant Land

During the quarter under review, Dusun Nyiur Sdn Bhd, a wholly-owned subsidiary of the Company entered into Sale & Purchase Agreements (“SPA”) to dispose 5 individual plots of freehold vacant land measuring a total of approximately 38,648 sq ft in Town of Lumut, District of Manjung, Perak Darul Ridzuan for a total consideration of RM309k. 
22.
Purchase/Disposal of Quoted Securities

a) 
Disposal of quoted securities
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b)
Total purchases of quoted securities 
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c) 
Total investments in quoted securities as at 31 March 2008:-
	
	As at 31.03.2008
RM’000

	At cost
	5,262

	At book value
	4,936

	At market value
	4,378


23.
Status of Corporate Proposals and Developments

There are no other outstanding proposals that have been announced but pending completion, except for the following: 

a)
Joint Venture with Yayasan Islam Negeri Kedah (YINK)
The Company is now working with YINK on possible alternative projects to compensate for the costs incurred in the Kedah Project. YINK is in the process of identifying potential projects in the State that may be undertaken by the JV Company.    
23.
Status of Corporate Proposals and Developments (Cont’d)

b)
Proposed Acquisition of 80% Equity Interest in Eastbourne Properties Sdn Bhd 

Biofresh Produce Sdn Bhd (“BPSB”), a wholly-owned subsidiary of the Company had on 10 December 2007 entered into a conditional Sale and Purchase of Shares Agreement (“EPSB SSA”) to acquire 80,000 ordinary shares of RM1.00 each in Eastbourne Properties Sdn Bhd  (“EPSB”) representing 80% of the issued and paid-up share capital of EPSB for a cash purchase consideration of RM23.4 million (“Proposed Acquisition of EPSB”). 

The Foreign Investment Committee had, vide its letter dated 22 January 2008 (“FIC Letter”) approved the Proposed Acquisition of EPSB subject to the condition that the issued and paid-up share capital of BPSB be increased to at least RM100,000 within six (6) months from the date of the FIC Letter. 

The Proposed Acquisition of EPSB was completed on 5 May 2008. 
c) Joint Venture Agreement with The Board of Trustees of the Sarawak Foundation  

Towering Yield Sdn Bhd, a wholly-owned subsidiary of the Company had on 15 January 2008 entered into a Joint Venture Agreement with The Board of Trustees of the Sarawak Foundation to develop the parcel of land situated between Sungai Beseri, Miri, Sarawak containing in aggregate an area of 2,770 hectares, more or less and described as Lot 203, Teraja Land District, Batang Baram, Miri, Sarawak into an oil palm plantation and to operate the same under a joint venture company, Positive Deal Sdn Bhd.

An approval from the Foreign Investment Committee is now pending.

24.
Group Borrowings and Debt Securities

The Group’s borrowings and debt securities as at 31 March 2008 were as follows:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short-term borrowings
	60,790
	171,526
	232,316

	Long-term borrowings
	26,004
	11,880
	37,884

	
	86,794
	183,406
	270,200


25.
Off Balance Sheet Financial Instruments
The Group has no other financial instruments with off balance sheet risks as at the date of this announcement.  

26. 
Material Litigation 
There is no material litigation as at the date of this announcement.
27.
Earnings per Share (EPS)


Basic Earnings per Share

The calculation of basic earnings per share for the cumulative period is based on the net profit attributable to ordinary shareholders of RM3.168 million and the weighted average numbers of ordinary shares outstanding during the period of 434,840,721 shares after taking into the effects of share buy back of the Group.

Diluted Earnings per Share
The Group does not have any financial instruments or other contracts that may entitle its holder to ordinary shares that would give rise to the dilution in its basic earnings per share.

BY ORDER OF THE BOARD

TAN MEE LIAN

COMPANY SECRETARY

Date:  30 May 2008
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										Current Year				Preceding

										To-Date				Year

										31-03-2008				31-12-2007

										RM'000				RM'000

		Approved and contracted for

				Not later than 1 year						7,000,000				- 0

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

										7,000,000				- 0
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										Current				Current Year

										Quarter				To-Date

										31-03-2008				31-03-2008

										RM'000				RM'000

		Taxation based on results for the period:

		Current								1,206				1,206

		Deferred taxation :

		Current								54				54

										1,260				1,260
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										Current				Current Year

										Quarter				To-Date

										31-03-2008				31-03-2008

										RM'000				RM'000

				Total proceeds from disposals						- 0				- 0

				Profit on disposals						- 0				- 0
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												Current				Current Year

												Quarter				To-Date

												31-03-2008				31-03-2008

												RM'000				RM'000

				Total costs of purchases								778				778

				Share of taxation in joint venture company								- 0				- 0






