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. 

As at 31 December 2009, the number of shares bought back and retained as treasury shares amounted to 3,251,000 shares. 
8.
Dividends 

At the forthcoming Annual General Meeting, a final dividend, of 6% gross per share less 25% Malaysian Income Tax on 438,013,388 ordinary shares less shares bought back and held as treasury shares, amounting to a total dividend payable of RM9.782 million for the financial year ended 31 December 2009 will be proposed for shareholders’ approval. [2008: A final dividend of 6% gross per share less 25% Malaysian Income Tax amounting to RM9.782 million]. 

The financial statements for the current financial quarter do not reflect this proposed dividend. Such dividend, if approved by the shareholders, will be accounted for in shareholders’ equity as an appropriation of retained profits in the financial year ending 31 December 2010. 

9. Segmental Reporting for the Period Ended 31 December 2009 
	
	
	
	
	Profit/(Loss) 
	

	

	
	
	
	Before
	

	
	
	Revenue
	
	Taxation
	

	
	
	RM'000
	
	RM'000
	

	
	
	
	
	
	

	Timber
	
	440,858
	
	(3,613)
	

	Manufacturing
	
	67,656
	
	(5,177)
	

	Trading
	
	44,055
	
	5,138
	

	Others
	
	2,840
	
	82
	

	
	
	555,409
	
	(3,570)
	


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 31 December 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

[image: image1.wmf]Current Year

Preceding

To-Date

Year

31-12-2009

31-12-2008

RM'000

RM'000

Approved and contracted for

Property, plant and equipment

1,000

               

 

486

                

 

1,000

               

 

486

                

 


15. Review of Results 
For the quarter under review, the Group’s turnover was RM159.7 million as compared to RM176.9 million in the 4Q2008, representing a decrease of RM17.2 million (9.7%). The Group’s pre-tax profit increased to RM3.4 million when compared to RM0.1 million registered in 4Q2008. This is mainly attributed to the timber division.  

Quarter 4, 2009
Timber

For the current quarter, the Group’s timber division registered a turnover of RM129.0 million, representing decrease of 12.4% or RM18.2 million as compared with RM147.2 million in the 4Q2008. Its pre-tax profit stood at RM4.1 million in the current quarter, reflecting a decrease of 28.1% or RM1.6 million when compared to RM5.7 million registered in the 4Q2008. The global economic slowdown which started in fourth quarter last year has resulted in a significant drop in average selling prices. 
On a year-to-date (YTD) basis, the timber division registered a turnover of RM440.9 million, representing decrease of 35.0%, as compared to the previous corresponding period of RM678.0 million. The division recorded pre-tax loss of RM3.6 million compared to a pre-tax profit of RM62.1 million registered in the previous corresponding period. The drop is due to the continued economic slow-down and financial crisis world-wide experienced throughout the financial year 2009.
On a year-on-year (YOY) basis, average round log prices decreased 8.8% compared to  prices registered in 4Q2008, whilst sales volume increased by 6.8%. On a YTD basis, average round log prices decreased 13.2% whilst volume decreased by 17.5%. The Group’s key export markets for round logs were India (60%), China (20%), Japan (5%), and the remaining 15% exported to other Asean countries.

15. Review of Results (Continued)
Quarter 4, 2009 (Continued)
Timber (Continued)
As for the Group’s plywood division, sales volume for the quarter in review decreased by 5.9% compared to 4Q2008 whilst average selling prices decreased by 15.7%. On a YTD basis, average plywood prices were lower by 13.8%, whilst sales volume dropped by 34.4%. The Group’s key plywood markets for the quarter in review were Japan (87%) and Taiwan (13%).

Non-Timber Manufacturing and Trading

The non-timber manufacturing and trading division recorded a turnover of RM30.1 million for the quarter under review when compared to RM28.9 million in 4Q2008, an increase in turnover of RM1.2 million (4.2%) due to improving business sentiments, particularly in the primary export markets. 

 

It recorded pre-tax loss of RM0.7 million when compared to pre-tax loss of RM1.0 million registered in 4Q2008. Despite improvement in turnover, the division recorded pre-tax loss mainly attributable to an RM1.5 million allowance made for diminution in value of an overseas investment by the Group's foil division.  
On a year-to date basis (YTD), the division registered a turnover of RM111.7 million as compared to RM131.2 million in the previous corresponding period. The division recorded YTD pre-tax loss of RM0.1 million compared to 2008's pre-tax profit of RM1.8 million. This was mainly due to decline in revenue caused by soft market conditions and the allowance made for diminution in value of an overseas investment by the Group's foil division.  
16.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter

Quarter 4, 2009
Timber

The Group’s timber division registered a turnover of RM129.0 million, an increase of RM7.6 million from that of 3Q2009. However, its pre-tax profit decreased from RM7.8 million to RM4.1 million, a decrease of RM 3.7 million (47.4%). The decrease is attributed to a much heavier rainfall experienced in this quarter compared to the previous quarter. Consequently, log production volume dropped by approximately 27.0%. 
16.
Material Changes for the Quarter Reported on as Compared with the Preceding Quarter (Continued)
Quarter 4, 2009 (Continued)
Non-Timber Manufacturing and Trading

The non-timber manufacturing and trading division recorded a turnover of RM30.1 million (3Q2009: RM28.6 million), an increase of RM1.5 million as compared to 3Q2009. It recorded pre-tax loss of RM0.7 million as compared to 3Q2009's pre-tax profit of RM0.4 million. The pre-tax loss was mainly attributed to an RM1.5 million allowance made for diminution in value of an overseas investment by the Group's foil division.
17.
Current Year Prospects


Quarter 4, 2009
Timber 

As mentioned in our third quarter 2009 review, the timber industry did continue to show improvement in the fourth quarter 2009. Average prices for the group’s timber products showed continued improvement from its low in May 2009. Trades for both round logs and plywood increased from the industry major traditional market, ie, Japan, with total log import for the fourth quarter higher than its third quarter by approximately 5.0%. 
Japan’s real gross domestic product grew for three straight quarters, with at an annual pace of 4.6% in the fourth quarter. As in third quarter, fourth quarter growth was also led by domestic consumer spending. This indicates that both Japan and other countries continued stimulus measures continued to boost Japanese households spending. Companies are also beginning to invest in factories and machineries. This is evident in Japanese machinery orders data, a closely watched indicator of future business investment, which rose in December 2009 for the first time in three months. Japan’s continued growth will have a positive impact on the timber industry as evident in the improvement in average selling prices of the group’s timber products in the recent months.

Notwithstanding the above, the group will continue to remain cautious as to the prospects of the timber industry in the medium term and continue with its effort to improve its market share for premium floorbase plywood products especially for the Japanese market. The group will also continue to monitor its various cost-cutting measures and its controls to conserve cash.

17.
Current Year Prospects (Continued)
Quarter 4, 2009 (Continued)
Non-Timber Manufacturing and Trading

The global economic downturn has affected the non-timber manufacturing and trading division, particularly with depressed demand in the primary export markets. Year 2010 is expected to be more stable with improving business sentiments in key export markets, although the second half of the year could pose challenges as governments in major economies end their stimulus measures.

In light of the business outlook, the division shall remain cautious and 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 current 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. During the period, the Group also recognized the deferred tax assets of certain subsidiaries which are available for offset against future taxable profits subject to guidelines issued by the tax authority.  
20.
Sale of Unquoted Investments and/ or Properties
There was no sale 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


[image: image3.wmf]Current

Current Year

Quarter

To-Date

31-12-2009

31-12-2009

RM'000

RM'000

Total proceeds from disposals

229

             

 

919

                 

 

Profit on disposals

62

               

 

238

                 

 


b) Total purchases of quoted securities 
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c) 
The Group’s total investments in quoted securities as at 31 December 2009:-
	
	As at 31.12.2009
RM’000

	At cost
	5,574

	At book value
	4,491

	At market value
	4,366


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.    
23.
Group Borrowings and Debt Securities

The Group’s borrowings and debt securities as at 31 December 2009 were as follows:

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short-term borrowings
	81,892
	164,583
	246,475

	Long-term borrowings
	56,831
	-
	56,831

	
	138,723
	164,583
	303,306


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 RM0.787 million and the weighted average numbers of ordinary shares outstanding during the period of 434,770,721 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

CORAL HONG KIM HEONG (MAICSA 7019696)
COMPANY SECRETARY

Date:  25 February 2010
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