
 Announcement  
BTM Resources Berhad (“BTM” or “the Company”) 
Recurrent Related Party Transaction of a Revenue or Trading Nature (“RRPT”). 

 
1. Introduction 

 
The Board of Directors of BTM (“Board”) wish to announce that Besut Tsuda Wood Products 
Sdn Bhd (“BTW”), a wholly owned subsidiary of the Company had on 14th March 2011 executed 
the following RRPTs:-  
 
(i)  log supply agreement between BTW and SPPT Development Sdn Bhd (“SPPT”), a 

related party, wherein SPPT shall supply logs to BTW; and 
 

(ii)  outsourcing agreement between BTW and Gimzan Plywood Sdn Bhd (“Gimzan”), a 
related party, wherein Gimzan shall carry out plywood processing on behalf of BTW. 

 
The above agreements are conditional upon BTM receiving the approval of shareholders at an 
extraordinary general meeting to be convened.  

 
The expected consideration for these arrangements, aggregated for the period from April 2011 to 
December 2011, is more than RM1 million and triggers the percentage ratios set out under 
Paragraph 10.09(1)(b) of the Main Market Listing Requirements of Bursa Malaysia Securities 
Berhad. 
  
Details of the aforementioned agreements are set out in the following sections of this 
announcement.   
 

2. Details of the RRPT 
 

2.1 Log Supply Agreement  
 
SPPT shall supply the logs to BTW for a period a five (5) year commencing 1st April 
2011. SPPT shall ensure that a minimum of 36,000 metric tonnes shall be provided to 
BTW on an annual basis, with additional tonnage subject to availability and 
requirement to be agreed upon between the parties.  

 
At all times the price for the logs supplied by SPPT to BTW shall be below prevailing 
market prices per ton, inclusive of any applicable taxes and all relevant costs to 
deliver the logs, contractor’s and legal fees.  

 
SPPT hereby contracts to provide the logs to BTM based on size as per the following 
breakdown.  

 
 Species Size RM per tonne 
   
Mixed species 24” and up 520.00 
Mixed species 20” to 23” 500.00 
Mixed species 18” to 19” 440.00 
Mixed species 13”to 17” 420.00 
Mixed species 6” to 12” 400.00 

 
 
 



Prices shall be subject to review every quarter with reference to actual market 
conditions, whereby the parties shall agree to a price where BTW shall enjoy a 
discount to prevailing market prices of logs. The agreed price shall also reflect a 
margin above the cost per tonne for SPPT, and the difference between prevailing 
market price and costs shall be allocated 48.5% to BTW as a discount and 51.5% to 
SPPT as a margin of profit. 

 
BTW shall pay SPPT in advance which may be to SPPT directly or SPPT’s 
nominated contractors the cost of extracting the timber. The balance of the difference 
between the cost of extracting the timber and the selling price shall be paid 30 days 
after delivery of logs. 
 
The initial payment to SPPT’s Contractors will be made from internally generated 
funds. The sale price per tonne of log is listed above and extraction of the logs, to be 
undertaken only by the following approved Contractors.  

 
In accordance with the envisaged operations and outsourcing agreement to produce 
plywood, all logs shall be delivered by SPPT directly to Gimzan’s factory at Kawasan 
Perindustrian Wakaf Tapai, Batu 18, Jalan Kuala Berang, 21800 Ajil, Terengganu 
Darul Iman, or any other location as advised by BTW. 
 
Shareholders’ approval is sought to enter into this agreement with SPPT.  

 
2.2 Outsourcing Agreement 

 
Pursuant to the outsourcing agreement and subject to the approval of the log supply 
agreement, BTW shall be afforded the right to supply its logs to Gimzan, who in turn 
shall undertake to carry out plywood processing on behalf of BTW. 

 
This Agreement shall be five (5) years and will run in tandem with the log supply 
agreement, or until otherwise terminated by mutual agreement between BTW and 
Gimzan. BTW will ensure that a minimum of 36,000 metric tonnes of logs will be 
provided to Gimzan per annum, with additional tonnage subject to availability and 
requirement to be agreed upon between either party. 

 
Gimzan shall in turn allocate as a matter of priority a minimum 3,000 cubic metres of 
output capacity per month for processing logs supplied by BTW. Gimzan shall take 
all necessary steps to segregate and identify logs supplied by BTW under this 
outsourcing agreement.  
 
Gimzan shall process all quantities of logs supplied by BTW into plywood and related 
products. All plywood produced on behalf of BTW shall be segregated by Gimzan 
and shall be separately identified. Gimzan agree that all plywood processed on behalf 
of BTW shall continue to be marketed and sold under the “Penyu” brand name. The 
processed plywoods shall be shipped directly to customers of BTW. 

 
Gimzan shall be entitled to charge all direct costs incurred for processing the logs into 
plywood. The cost per tonne to process the logs into plywood which include labour 
cost, electrical, water, spare parts and glue is RM290.00. 

 
Gimzan shall invoice BTW the costs accordingly on the relevant quantity that is to be 
produced. BTW shall in turn make payment to Gimzan from internally generated 
funds.  
 



In addition to the above, Gimzan shall be entitled to charge BTW RM 25,000 upon 
completion of a 3,000 M3 batch of processed plywood which is accepted by BTW’s 
customers. The terms of the settlement shall be 1 week after receipt of invoice and 
successful delivery of the 3,000 M3 of plywood to BTW’s customers. The charge of 
RM 25,000 per completion of 3,000 M3 of processed plywood was arrived on a 
willing buyer and seller basis.  
 
Shareholders’ approval is sought to enter into this agreement with Gimzan.  
 

2.3 Consideration 
 

The purchase consideration for the logs was arrived at on a willing buyer willing 
seller basis. SPPT’s contractors will be paid in advance  with balance (the difference 
between the cost of extracting the timber and the selling price) paid 30 days after 
delivery of logs. The consideration for the manufacture of plywood by Gimzan is 
based on actual costs incurred, a fee of RM25,000 is payable to Gimzan if 3,000 M3 
of processed plywood is delivered. 

 
The total consideration of entering into the log supply agreement, if prices in Section 
2.1 are maintained, is between RM1.2 million and RM1.56 million per month. This 
results in a per annum cost of between RM14.4 million and RM18.72 million.  
Assuming 3,000 M3 of plywood is produced a month it would cost Gimzan 
RM870,000 to produce with and additional RM25,000 payable on a success basis. 
 

 
3. Company Information 
 

3.1 SPPT Development Sdn Bhd  
 

SPPT Development Sdn Bhd (“SPPT”) is a company incorporated in Malaysia on 
16th August 1984 and has an authorised share capital of RM1,000,000 comprising 
1,000,000 ordinary shares of RM1.00 each and issued and paid up capital of 
RM500,000 comprising ordinary shares of RM1.00 each. Its principal activities are 
selling of logs, plantation of oil palm and resort development.  

 
3.2 Gimzan Plywood Sdn Bhd 

 
Gimzan Plywood Sdn Bhd (“Gimzan”) is a company incorporated in Malaysia  on 
13th June 1990 and has an authorised share capital of RM50,000,000 comprising 
50,000,000 ordinary share of RM1.00 each and issued and paid up capital of 
RM47,545,003 comprising ordinary share of RM1.00 each. Its principal activity is 
plywood manufacturing.   

 
4. Rationale 
 

The rationale for BTM Group to enter into these RRPTs is to take advantage of efficiency and 
sectoral interdependence to improve underlying profitability. This is achieved through improved 
business dealings, in particular competitive pricing, improved logistics, shorter delivery time and 
a more reliable source of raw materials. These RRPTs meets the business needs of BTM Group 
as it is secured at very favourable terms. By transacting with SPPT and Gimzan, BTM Group 
will have the advantage of familiarity with the supplier, financial well-being and management of 
SPPT and Gimzan, thus enabling better and more reliable commercial decisions to be made. 
 
This will ultimately benefit the BTM Group and its shareholders by enhancing profitability, 
ensuring a better return on shareholders’ funds. 



 
5. Risk Factors 

 
Business Risk  
 
The future performance of the BTM Group is subject to certain risks inherent in the timber  
business. These include but are not limited to the timber market trend, availability of trained  
skilled workers in timber business, increases in the cost of labour, competition, changes in 
general economic, business and interest rate conditions and changes in the legal 
environment framework within the timber industry operations. Although BTM Group seeks 
to limit these risks through the existing and new markets, developing and maintaining market 
networks, prudent financial management and efficient operating procedures, maintaining  
good business relationship with customers and suppliers no assurance can be  
given that any changes in the above factors will not have any material adverse effect on  
the BTM Group's business. 
 
Political, Economic and Regulatory Considerations 
 
Like all business entities, changes in political, economic and regulatory conditions in 
Malaysia could materially and adversely affect the financial and business prospects for 
BTM Group. Amongst the political, economic and regulatory uncertainties are changes 
by the State Government and its related agencies to SPPT’s right to carry out logging and 
extraction of logs. 
 
The BTM Group may continue to take effective measures to mitigate such risks. However,  
there is no assurance that adverse economic, political and regulatory conditions will not 
materially affect the business activities of the BTM Group. 
 

6. Prospects 
 
The prospects arising from the RRPT are favourable given the continued increase in demand for 
plywood as well as the price for plywood in the global market.  
 

7. Financial Effects 
 
The RRPTs does not have any effect on the issued and paid up share capital and is expected to 
contribute positively to the net assets per share, gearing, and earnings per share of BTM 
Group for the financial year ending 31 December 2011. 
 
It is expected to have a positive effect in subsequent financial years.  

 
8. Interest of directors, major shareholders and persons connected to them 

 
Dato’ Seri Yong Tu Sang and Yong Ellen, Directors and substantial shareholders of BTM, are 
deemed to have an interest in the RRPT vide their directorships and substantial shareholdings in 
SPPT. Dato’ Seri Yong, Yong Ellen and Yong Emmy vide their direct and indirect interests in 
the RRPT have abstained and will abstain from future deliberations and voting.  

 
 Dato’ Seri Yong Tu Sang and Yong Ellen, Directors and substantial shareholders of BTM, are 

deemed to have an interest in the RRPT vide their directorships in Gimzan and their substantial 
shareholdings in BTM Timber Industries Sdn Bhd. Dato’ Seri Yong, Yong Ellen and Yong 
Emmy vide their direct and indirect interests in the RRPT have abstained and will abstain from 
future deliberations and voting.  
 
 



 
The shareholdings of directors and/or major shareholders in the Proposed Mandate, in the 
Mandated Related Parties are set out below:- 

 
Interested director and/or major shareholder Gimzan SPPT 
 Direct Indirect Direct Indirect 
 % % % % 
Dato’ Seri Yong Tu Sang 
 

- 39.4 30.0 - 

Yong Ellen  
- 

60.6 70.0 - 

 
The above interested directors and Interested Major Shareholders have undertaken  that 
they shall ensure that persons connected to them will abstain from voting in  respect of 
their direct and/or indirect shareholding on the resolution approving the Proposed RRPTS at 
the forthcoming EGM of the Company. 

 
9. Statement by the Audit Committee  

 
Your Audit Committee having seen and reviewed the Recurrent Related Party Transactions 
are of the view that the Proposed Mandate is in the best interest of the company: Procedures 
have also been put in place to ensure that: 

 
(i)  the Recurrent Related Party Transactions and recurrent transactions will be carried 

out at arm’s length basis and on normal commercial terms which are not more 
favorable to the related parties than those generally available to the public and are 
not to the detriment of minority shareholders; and 

 
(ii)  the recurrent transactions will be fair and reasonable to BTM and is not to  the 

detriment of BTM and its shareholders. 
 
10. Directors Recommendation  

 
The directors, save for Dato’ Seri Yong Tu Sang, Yong Ellen and Yong Emmy, having 
considered all aspects of the RRPTs, are of the opinion that the RRPTs are in the best interest of 
the Company and not detrimental to the interests of the minority shareholders. 

 
11. Approvals Required 

 
The log supply agreement is a related party transaction and the percentage ratio of the aggregate 
value of consideration of the transactor for RM18.72 million as compared to the net assets of 
BTM as at 31 Dcember 2010 of RM12.90 million is 145% and has exceeded 25%, hence the 
approval of the BTM shareholders are required. 

 
The RRPTs are also subject to the following approvals being obtained: 

 
(i)  SPPT  receiving approval from the State Government and/or other relevant 

authorities for the extraction of logs from the concession area; and  
 

(ii) Any other approvals from relevant authorities, if required.  
 
All approvals are to be received before logs can be extracted from the SPPT Concession area, 
this is expected to be received by end March 2011.  
 



The Outsourcing Agreement set out in Section 2.2 is conditional upon the successful execution of 
the Log Supply Agreement in Section 2.1. 
 
The Log Supply Agreement is however not conditional upon the Outsourcing Agreement.  
 
The RRPTs are not inter-conditional with any other corporate proposals of BTM.  

 
12. Documents for Inspection 

 
Copies of the following documents will be made available for inspection by the 
shareholders a t  the regis tered off ice of BTM No. 24-3, Jalan Tun Sambanthan, 
50460 Kuala Lumpur during normal office hours between Monday and Friday (except for 
public holidays) from the date of the Circular up to and including the date of the EGM: 

 
(i) The Memorandum and Articles of Association of BTM; 

  
(ii) Audited  consolidated financial statements of  BTM  for the past  two (2) 

financial  years ended 31 December 2008 and 31 December 2009; 
 

(iii)  Unaudited consolidated financial results of BTM for the quarter ended 31 
December 2010; 

 
(iv) Log Supply Agreement dated 14th March 2011 between BTW and SPPT; and  

 
(v) Outsourcing Agreement dated 14th March 2011 between BTW and Gimzan.  

 
 
 
This announcement is dated 14 March 2011.  


