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 has 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

	Period ended 30 September 2007
- 
Basic earning per share attributable to equity holders of parent (sen)

	13.42
	13.42

	Quarter ended 30 September 2007
- 
Basic earning per share attributable to equity holders of parent (sen)

	3.06
	3.06

	As at 30 September 2007
-
Net assets per share attributable to ordinary equity holders of the parent (RM)
	2.38
	2.35


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 other than the following:-

(a) Share Buy-Backs

During the current quarter, the Company repurchased 45,000 of its issued ordinary shares from the open market at an average cost of RM1.74 per share. The total consideration paid for the repurchase, including the transaction costs was RM78,626  and this was financed by internally generated funds.  All of these shares repurchased are being retained as treasury shares. 

As at 30 September 2008, the number of shares bought back and retained as treasury shares amounted to 3,231,000 shares, derived as follows:-

	
	Par value
	No. of shares

	As at 1 July 2008
	RM0.50
	3,186,000

	Share buyback in September 2008
	RM0.50
	45,000



	As at 30 September 2008
	RM0.50
	3,231,000


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 30 September 2008 
	
	
	
	
	Profit/(Loss) 
	

	

	
	
	
	Before
	

	
	
	Revenue
	
	Taxation
	

	
	
	RM'000
	
	RM'000
	

	
	
	
	
	
	

	Timber
	
	530,806
	
	56,408
	

	Manufacturing
	
	60,992
	
	(1,558)
	

	Trading
	
	41,214
	
	4,337
	

	Others
	
	2,275
	
	973
	

	
	
	635,287
	
	60,160
	


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 30 September 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) 
Cessation of a subsidiary
The Company had on 25 July 2008, disposed of its shareholdings of 2 ordinary shares of RM1.00 each, representing 100% of the issued and paid-up share capital of Enrich Elite Sdn Bhd (“EESB”), a dormant wholly-owned subsidiary.

With this disposal, EESB ceased to be a subsidiary of the Company. 

14.
Contingent Liabilities

As at the date of this announcement, there were no material 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 RM244.0 million as compared to RM167.0 million in the 3Q2007, representing an increase of RM77.0 million (46.1%), whilst its pre-tax profit was RM32.3 million compared to RM18.0 million in the 3Q2007, an increase of RM14.3 million (79.4%). This is due to the timber division.

Quarter 3, 2008
Timber

For the current quarter, the Group’s timber division registered a turnover of RM209.2 million, representing an increase of 62.9% or RM80.8 million as compared with RM128.4 million in the 3Q2007. Pre-tax profits increased by 91.2% or RM14.5 million to RM30.4 million when compared to RM15.9 million registered in the 3Q2007. The increase in pre-tax profits was due to an increase in the plywood sales volume and average selling prices, as was experienced in 2Q2008. 
On a year-to-date (YTD) basis, the timber division registered a turnover of RM530.8 million, representing an increase of 40.5%, as compared to the previous year corresponding period of RM377.7 million due to the overall recovery in the plywood market. However, pre-tax profits decreased by 16.9% or RM11.5 million to RM56.4 million as compared with RM67.9 million in the previous corresponding period. The drop in pre-tax profits was due to the increase in production cost of approximately 20% as a result of the increase in fuel cost effective July 2008.

On a year-on-year (YOY) basis, average round log prices increased approximately 6.0% compared to prices registered in 3Q2007, whilst sales volume was up by 19.5%. On a YTD basis, average round log prices are higher by approximately 8.1%. The Group’s key export markets for round logs is India (61%), Japan (14%), Vietnam (13%) and the remaining 12% exported to China, Taiwan and other Asian countries.

16.
Review of Results (Continued)
Timber (Continued)
As for the Group’s plywood division, sales volume for the quarter in review went up by 38.3% as compared to 3Q2007. Average selling prices was up by 29.5% as compared to 3Q2007. On a YTD basis, average plywood prices were lower by 2.6% whilst volume increased 81.6%. The Group’s key plywood markets for the quarter in review were Japan (93%) and Taiwan (7%).

Non-Timber Manufacturing & Trading

The non-timber manufacturing and trading division recorded a turnover of RM34.2 million for the quarter under review when compared to RM37.7 million in 3Q2007, a decrease in turnover of RM3.5 million (9.3%) due to soft local and overseas markets conditions and stiff competition affecting the demand of the Group’s foil division.

Its pre-tax profit dropped slightly by RM0.1 million to RM1.5 million when compared to RM1.6 million registered in 3Q2007. The decrease is mainly attributed to higher raw material and other related costs driven by global fuel and commodities price hikes then. 

On a year-to date basis (YTD), the non-timber division registered a turnover of RM102.2 million as compared to RM110.1 million in the previous corresponding period. The division’s YTD pre-tax profit also dropped by RM0.7 million to RM2.8 million as compared to the corresponding period last year (RM3.5 million). The decreases in both YTD turnover and pre-tax profit was mainly due to soft local and overseas markets conditions coupled with higher raw material and other related costs explained above. 
17.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter

Quarter 3, 2008
Timber

The group’s timber division registered a turnover of RM209.2 million, an increase of RM18.2 million from that of 2Q2008 (RM191.0 million). Its pre-tax profits increased from RM22.5 million to RM30.4 million, an increase of RM7.9 million (35.1%). This is due to the continued improvement in timber prices.

17.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter (Continued)
Non-Timber Manufacturing & Trading

The non-timber manufacturing and trading division recorded a turnover of RM34.2 million for the quarter under review when compared to RM34.1 million in 2Q2008, a slight increase in turnover of RM0.1 million (0.3%) despite the prevailing soft market conditions due to beefing of stocks across-the-board by anxious dealers / customers early in the quarter following drastic upward price revision of certain products. 

Its pre-tax profit increased by RM1.0 million to RM1.5 million when compared to RM0.5 million registered in 2Q2008. The increase is mainly attributed to the division's aggressive marketing strategy in improving its product mix.  
18.
Current Year Prospects


Quarter 3, 2008
Timber 

The timber industry, as like other resource-based industries, are affected by the current crisis faced by the major economies of the world. Japan, a key timber market is in recession for the first time after 7 years. Housing starts are expected to slow down to approximately 1.126 million units this year. The strong yen has the effect of causing a distortion to the equilibrium in the timber market for both round logs and plywood products. Although the overall cost for the Japanese buyers is lower as compared to the preceding two quarters, the lower demand resulted in an over-supply situation especially in the prices of commodity plywood products like concrete and structural panels.  

The Group’s floorbase plywood products maintained prices through the quarter albeit some near-term weakness in pricing is expected in the next two quarters. The overall plywood market is expected to remain lethargic through the first half of next year. A major plywood producer, Indonesia is currently facing a tight log supply situation amidst a rising cost structure. This has the effect of a decline in the supply of plywood and may be seen to have a positive impact on plywood prices in the near-term. In the round logs sector, although log production slowed, the usual upward movements in prices were leveled off by slower demand from major importing countries like India and Japan.  

Notwithstanding the above, the Group is closely monitoring its key plywood market, Japan and remains cautious of factors that may impact prices for its premium plywood products, although in general, these products are expected to maintain prices better than general plywood. Round logs demand are expected to taper off slightly but the Group hopes that equilibrium would return to this market over the next 12 months. The Group remains cautious as to the prospects of the timber industry in the medium term as a result of global financial fallout and world-wide economies are under recessionary pressure.

18.
Current Year Prospects (Continued)
Non-Timber Manufacturing & Trading

With the continual uncertainties in the global financial markets, the non-timber manufacturing and trading division expects the global economy to slowdown in the current year. Nevertheless, the softening global fuel prices are expected to ease the persistent increases in raw material and other related costs. 

While acknowledging that the business outlook of the division remains challenging, the easing input cost pressures will provide the division with a more stable platform to maintain its performance via its three-pronged approach of focusing on core products, streamlining 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 lower effective tax rate in the quarter under review was due to due to the utilization of reinvestment allowances claims, unabsorbed capital allowances and double deduction incentives granted to certain subsidiaries.
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 first quarter of 2008, Dusun Nyiur Sdn Bhd, a wholly-owned subsidiary of the Company entered into Sale & Purchase Agreements (“SPAs”) 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. The SPAs of 4 plots were completed in 2Q2008 while the remaining 1 plot was completed during the current quarter.
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 30 September 2008:-
	
	As at 30.09.2008
RM’000

	At cost
	4,301

	At book value
	4,043

	At market value
	3,110


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.    
24.
Group Borrowings and Debt Securities

The Group’s borrowings and debt securities as at 30 September 2008 were as follows:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short-term borrowings
	62,115
	166,797
	228,912

	Long-term borrowings
	25,936
	8,162
	34,098

	
	88,051
	174,959
	263,010


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 profit attributable to ordinary equity holders of the parent amounting to RM48.094 million and the weighted average numbers of ordinary shares outstanding during the period of 434,826,832 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:  27 November 2008
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