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”) 134: Interim Financial Reporting and Chapter 9, 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 2008. 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 2008.

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 2008.

The following new FRSs and Interpretations which were issued but not yet effective have not been adopted by the Group and the Company. 
FRS 4


Insurance Contracts
FRS 7


Financial Instruments: Disclosures
FRS 8


Operating Segments

FRS 139 

Financial Instruments: Recognition and Measurement

IC Interpretation 9
Reassessment of Embedded Derivatives

IC Interpretation 10
Interim Financial Reporting and Impairment


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.

The other new FRSs and Interpretations above are expected to have no significant impact on the financial statements of the Group and of the Company upon their initial application except for changes in disclosures arising from the adoption of FRS 7 and FRS 8.
3.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2008 was not qualified. 

4.
Comments about Seasonal or Cyclical Factors 

There were no recurrent or cyclical events that would affect the Group’s operations.
5.
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.
6.
Changes in Estimates

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

7. 
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 10,000 of its issued ordinary shares from the open market at an average cost of RM1.14 per share. The total consideration paid for the repurchase, including the transaction costs was RM11,484  and this was financed by internally generated funds.  All of these shares repurchased are being retained as treasury shares. 

As at 30 September 2009, the number of shares bought back and retained as treasury shares amounted to 3,251,000 shares, derived as follows:-

	
	Par value
	No. of shares

	As at 1 July 2009
	RM0.50
	3,241,000

	Share buyback in September 2009
	RM0.50
	10,000



	As at 30 September 2009
	RM0.50
	3,251,000


8.
Dividends 

A final dividend, of 6.00% less 25% Malaysian Income Tax on 438,013,388 ordinary shares, less shares bought back and held as treasury shares amounting to RM9.782 million in respect of the financial year ended 31 December 2008 (2.25 sen net per share) was paid on 10 August 2009. 


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

9. Segmental Reporting for the Period Ended 30 September 2009
	
	
	
	
	Profit/(Loss) 
	

	

	
	
	
	Before
	

	
	
	Revenue
	
	Taxation
	

	
	
	RM'000
	
	RM'000
	

	
	
	
	
	
	

	Timber
	
	311,877
	
	(7,728)
	

	Manufacturing
	
	50,187
	
	(2,869)
	

	Trading
	
	31,458
	
	3,570
	

	Others
	
	2,139
	
	83
	

	
	
	395,661
	
	(6,944)
	


10.
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. 

11.
Material Subsequent Events 
There was no material events subsequent to the current financial period ended 30 September 2009 other than that disclosed in Note 22. 
12.
Changes in Composition of the Group

There were no changes in the composition of the Group in the current quarter under review.
13.
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 2008.
14.
Capital Commitments
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15. Review of Results 
For the quarter under review, the Group’s turnover was RM150.7 million as compared to RM244.0 million in the 3Q2008, representing a decrease of RM93.3 million (38.2%), whilst its pre-tax profit was RM8.4 million compared to RM32.3 million in the 3Q2008, a decrease of RM23.9 million (74.0%). This is mainly due to the timber division.  

Quarter 3, 2009
Timber

For the current quarter, the Group’s timber division registered a turnover of RM121.4 million, representing a decrease of 42.0% or RM87.8 million as compared with RM209.2 million in the 3Q2008. Pre-tax profits decreased by 74.3% or RM22.6 million to RM7.8 million when compared to RM30.4 million registered in the 3Q2008. The decline in performance is due to the global financial fallout in fourth quarter last year which resulted in a world-wide economic slowdown.  

On a year-to-date (YTD) basis, the timber division registered a turnover of RM311.9 million, representing a decrease of 41.2%, as compared to the previous year corresponding period of RM530.8 million. Consequently, the division recorded a net loss of RM7.7 million, a decrease of 113.7% or RM64.1 million when compared with RM56.4 million pre-tax profit registered in the previous corresponding period. This is mainly attributed to the decrease in logs and plywood sales volume of 25.5% and 41.2% respectively.
On a year-on-year (YOY) basis, average round log prices decreased approximately 20.1% compared to prices registered in 3Q2008, whilst sales volume was down by 27.9%. On a YTD basis, average round log prices are lower by approximately 10.8%, whilst volume decreased 25.5%. The Group’s key export markets for round logs is India (72%), Japan (7%), Vietnam (7%) and the remaining 14% exported to China, Taiwan and other Asian countries.
15. Review of Results (Continued)
Quarter 3, 2009 (Continued)
Timber (Continued)
As for the Group’s plywood division, sales volume for the quarter in review came down by 27.6% as compared to 3Q2008. Average selling prices was down by 22.1% as compared to 3Q2008. On a YTD basis, average plywood prices were lower by 10.1% whilst volume decreased 41.2%. The Group’s key plywood markets for the quarter in review were Japan (92%) and Taiwan (8%).

Non-Timber Manufacturing & Trading

The non-timber manufacturing and trading division recorded a turnover of RM28.6 million for the quarter under review when compared to RM34.2 million in 3Q2008, a decrease in turnover of RM5.6 million (16.4%) due to soft market conditions, particularly in the primary export markets. 

 

It recorded pre-tax profit of RM0.4 million when compared to pre-tax profit of RM1.5 million registered in 3Q2008. The lower pre-tax profit is mainly attributed to stiff competition affecting the demand of the Group's foil division.  

On a year-to date basis (YTD), the division registered a turnover of RM81.6 million as compared to RM102.2 million in the previous corresponding period. The division’s YTD pre-tax profit also dropped by RM2.1 million to RM0.7 million as compared to the corresponding period last year (RM2.8 million). The decreases in both YTD turnover and pre-tax profit were mainly due to soft market conditions as explained above. 

16.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter

Quarter 3, 2009
Timber

The group’s timber division registered a turnover of RM121.4 million, an increase of RM17.1 million from that of 2Q2009 (RM104.3 million). Its pre-tax profits increased from a loss of RM3.7 million to RM7.8 million, an increase of RM11.5 million (310.8%). This is due to the improvement in the performance of its plywood division. 
16.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter (Continued)
Quarter 3, 2009 (Continued)
Non-Timber Manufacturing & Trading

The non-timber manufacturing and trading division recorded a turnover of RM28.6 million (2Q2009: 28.1 million), an increase of RM0.5 million as compared to 2Q2009. Its pre-tax profit remained at RM0.4 million. Despite the turnover increase, the division was affected  by stiff competition faced by the Group's foil division. 
17.
Current Year Prospects


Quarter 3, 2009
Timber 

Japan, a major buyer for tropical hardwood timber products, expanded its economy at the fastest pace in more than two years in the third quarter. The growth of its gross domestic product (GDP) of 1.2 % in the quarter, equivalent to an annualized rise of 4.8%, was mainly led by a rebound in domestic demand. Stimulus policies from abroad also spurred Japan’s growth which resulted in an increase in exports by 6.4% from the preceding quarter. Despite the improvement in its GDP, the government is expected to announce another supplementary budget to help reduce idle factories, unemployment and to sustain the economic recovery. With the continued growth in Japan, the timber industry showed an improvement in the second half of 2009. Average selling prices for the group’s timber products gradually improved from the low in May 2009 with average selling price for plywood up by approximately 9.3% from the second quarter 2009. 

Notwithstanding the above, the group would strive to continue to improve the quality of its floorbase plywood products to ensure that its products continue to enjoy a premium position in Japan owing to a consistent quality and delivery standard.  It is noteworthy to point out that one of the group’s plywood mill obtained its chain-of-custody certification approved by the Certification Panel of SIRIM QAS International Sdn Bhd in August 2009 under the Malaysian Timber Certification Scheme (MTCS). The Group shall also continue to monitor its various cost-cutting measures despite the improvement seen in prices during the last few months. 
17.
Current Year Prospects (Continued)
Quarter 3, 2009 (Continued)
Non-Timber Manufacturing & Trading

The current global economic downturn has affected the non-timber manufacturing and trading division, particularly with depressed demand in the primary export markets. With small hints of improving business sentiments in key export markets, broad-based improvement will only be evident when the global economy recovers. 

As the business outlook of the division remains challenging, the division shall endeavor to maintain its competitive advantage by streamlining its supply chain, focusing on its core products and strengthening branding to deliver differentiation to customers.  
18.
Profit Forecast or Profit Guarantee

The Company has not provided any profit forecast or profit guarantee.
19.
Taxation 
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The tax charge of the Group is mainly from profitable subsidiaries’ taxation, and for tax purposes, cannot be utilized to set-off against losses of other companies within the Group. 
20.
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. 
21.
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) 
The Group’s total investments in quoted securities as at 30 September 2009:-
	
	As at 30.09.2009
RM’000

	At cost
	5,605

	At book value
	4,522

	At market value
	4,304


22.
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)
Despite an on-going litigation with YINK, the Company is still working with it 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.    

(b) Bumiputera Equity Condition

With regard to the Company’s acquisition of 100% equity interest in Linshanhao Plywood (Sarawak) Sdn Bhd (“LSH”) at a purchase consideration of RM150,000,000 satisfied via issuance of 11,600,928 new ordinary shares of RM1.00 each in the Company and a cash consideration of RM100,000,000 (“Acquisition”), the Securities Commission had vide its approval letter dated 27 December 2006 imposed a condition, amongst others, requiring the Company to increase its Bumiputera equity shareholding  by 0.39% of its enlarged issued and paid-up share capital within two (2) years after the implementation of the Acquisition (“Bumiputera Equity Condition”). The Acquisition was completed on 18 April 2007, hence, the Company had to comply with the Bumiputera Equity Condition by 17 April 2009. 

The Securities Commission (Equity Compliance Unit) (“SC”) had, vide its letter dated 13 April 2009 approved the Company’s application for an extension of time of up to 17 October 2010 to comply with the Bumiputera Equity Condition. 

SC had, vide its letter dated 1 October 2009 informed that the Bumiputera Equity Condition imposed earlier by the SC on the Company is no longer applicable.
23.
Group Borrowings and Debt Securities 
The Group’s borrowings and debt securities as at 30 September 2009 were as follows:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short-term borrowings
	83,828
	180,607
	264,435

	Long-term borrowings
	52,523
	376
	52,899

	
	136,351
	180,983
	317,334


24.
Off Balance Sheet Financial Instruments
The Group has no other financial instruments with off balance sheet risks as at the date of this announcement.  

25. 
Material Litigation 
There is no material litigation against the Group as at the date of this announcement.
26.
Earnings per Share (EPS) 

Basic Earnings / (loss) per Share 
The calculation of basic earnings / (loss) per share for the cumulative period is based on the loss attributable to ordinary equity holders of the parent amounting to RM16.088 million  and the weighted average numbers of ordinary shares outstanding during the period of 434,773,499 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

CORAL HONG KIM HEONG (MAICSA 7019696)
COMPANY SECRETARY

Date:  26 November 2009
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