Artwright Holdings Berhad (274909-A)


And its Subsidiary Companies





The figures have not been audited.





Explanatory Notes To the Accounts For Financial Quarter Ended 30 September 2002








1. Accounting Policies


The current quarter financial statements have been prepared using the same accounting policies, method of computation and basis of consolidation as used in the preparation of the most recent annual financial statements.





2. Exceptional items


There were no exceptional items for the current quarter and financial period under review.


 


3. Extraordinary items


There were no extraordinary items for the current quarter and financial period under review.





4. Taxation


There were no material under or over-provisions of tax in respect of prior year and no deferred taxation for the current quarter and financial period under review.


		


5.  Unquoted investments and/or properties


There were no purchase or sale of unquoted investments and/or properties for the current quarter and financial period under review other than as disclosed in the Circular to Shareholders dated 10 January 2002.





6. Quoted Securities


There were no purchases or sales of quoted securities for the current quarter and financial period under review.





Investments in quoted shares as at 30 September 02 is as follows:


	


		Total investments at cost				RM3,000


		Total investments at carrying value/book value	RM3,000


		Total investment at market value			RM2,300





7.  Changes in Composition of the Group


There were no changes in the composition of the Company during the current quarter and financial period under review, including business combination, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations other than the completion of the corporate exercise as disclosed in Note 8 and 9. The Group’s principal activities have changed from “manufacturing and trading of” to “trading of” drafting equipment, office furniture and specialised computer furniture. Effective from 12 August 2002 the Company’s shares were reclassified by the KLSE from “Consumer Product” sector to the “Trading/Services” sector.





8.  Status of Corporate Proposals


(a)	As per the Securities Commission (“SC”) approval letter dated 28 January 2002 the disposals of factory land and buildings thereof and certain plant & machinery and the voluntary debt restructuring with Scheme Creditors have been completed.	





(b)	Also, as per the SC’s approval mentioned in (a), the Company undertook an employees’ share option scheme (“ESOS”) of up to ten per cent (10%) of the issued and paid-up share capital of the Company on 10 June 2002 expiring 9 June 2007 at a option price of RM1.25 per ordinary share.  














(c)	The status of the utilisation of proceeds raised from the corporate proposal as stated in (a) above is as follows:


								    Actual amount disbursed as at


			  As approved by SC (RM’000)		                   30/9/02 (RM’000)								    


Part settlement of debts	           		          58,000	                                             58,000





Expenses related to the


Proposed Disposals including


repayments to creditors			            8,500                                                      8,000


					        _______		                             _______


					          66,500                                                    66,000


					        _______				_______





9. Debts and Equity Securities


There were no issuance or repayment of debts and equity securities, shares buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial period.





10. Group borrowings and Debt Securities


The Group’s borrowings are as follows:					RM’000





Secured loan								25,965


Unsecured overdraft							       93


								           	---------	


									26,058


									=====





Short Term Borrowings						                     93





Long Term Borrowings:	(1) Steelcase Loan        		  16,625			


			(2) Term Out Loan		    6,840               	


			(3)  Term Loan			    2,500	              25,965    		


							 -----------	---------


									26,058


									=====





(1) Five-year term loan from Steelcase to AHB of US$4,375,000.00 (RM16,625,000.00) at an                                    interest rate of 6.375% per annum.





(2) Terming out of RM6,839,500 over twelve (12) quarterly installments commencing 29 February 2004.





(3) Five-year term loan from Alliance Bank Malaysia Bhd (RM1,250,000.00) and Bumiputra-Commerce Bank Bhd (RM1,250,000) at an interest rate of BLR (currently at 6.4%) + 1.0% per annum.





11. Contingent Liabilities


A subsidiary company filed a claim for an unspecified amount against a third party for unauthorised use  of drawings of the subsidiary company which are protected under the copyright of the subsidiary company. The said third party counter claimed for an unspecified amount and sought a declaration that the drawings are not protected under the Copyrights Act and has claimed damages and costs against the subsidiary company. No provision for loss has been made in the financial statements of the Group as the directors, based on the legal opinion, are of the opinion that the claim has no merits and the outcome of the case is not presently known.














12. Off Balance Sheet Financial Instruments


There were no material financial instruments with off balance sheet risk during the current financial year under review.





13. Material Litigation


There were no material litigations faced by the Group.





14. Segmental Reporting


There is no segmental reporting as the Group's activities are confined to the trading of office furniture, and all the operating companies are located geographically in Malaysia.





15.  Results of the current quarter as compared with immediate preceding quarter - The Group


The Group’s profit before taxation (PBT) for the current quarter was RM0.195 million as compared with the immediate preceding quarter loss before taxation (LBT) of RM11.375 million.  The big losses in the previous quarter were due to various accounting adjustments following the successful restructuring and completion of the corporate proposals.





16. Review of Performance of the Company and its Principal Subsidiaries (the Group)


The Group recorded a positive EBITDA* of RM0.822 million for the current quarter compared to a positive EBITDA of RM0.091 million for the preceding year corresponding quarter.





The Group’s revenue for the current quarter is RM7.517 million compared to corresponding preceding year quarter of RM7.639 million. The Group’s PBT for the current quarter is RM0.195 million, compared with the preceding year corresponding quarter LBT of RM2.735 million.  Artwright had originally planned the introduction of an entry level frame-and-tiles system, Pronto for the price sensitive mid level market in the financial year 2002. This new product introduction was postponed to Jan 2003 due to some engineering improvement. The delay has an impact on the sales performance of the Group.





The Group’s other income of RM0.282 million arose mainly from the sale of motor vehicles following the successful restructuring.





* EBITDA/(LBITDA) is defined as profit/(loss) before finance cost, depreciation & amortisation, exceptional items, income tax, minority interests and extraordinary items.





17.  Subsequent Material Events


There are no material events subsequent to the end of the quarter up to the date of the announcement that have not been reflected in the financial statements for the said period.





On 5th November 2002,  the Company made an announcement on a proposed bonus issue of 11,618,127 new ordinary shares of RM1.00 each in the Company on the basis of one Bonus Share for every two existing ordinary shares of RM1.00 each in the Company held on a date to be determined and announced later. There is also a proposed private placement of up to 5,228,000 new ordinary shares of RM1.00 each in the Company, representing approximately fifteen percent of the issued and paid-up share capital of the Company after the Proposed Bonus Issue, with up to 5,228,000 warrants on the basis of one Placement Share with one Artwright Warrant.


	




















18. Explanatory comments about the seasonality or cyclicality of operations


There are no seasonal or cyclical factors that should affect its operations in general, as the business is mostly project based.





19. Current Year Prospects


The Company has successfully completed the strategic alliance with Steelcase Inc, USA on 8 February 2002. The improved financial liquidity arising from the completion of the corporate restructuring proposals would assist in the eventual performance of the Artwright Group. 





The Directors are of the opinion that the results for the current financial period under review have not been affected by any other transaction or event of a material and unusual nature other than disclosed in Note 8.





20. Variance of Actual Profit from Forecast Profit


The Company did not issue any profit forecast during the current quarter and financial period under review.





21. Dividend


No interim dividend is recommended for the current quarter and financial period under review.





22. Irredeemable Convertible Unsecured Loan Stocks


As at 1st July 2002, there was s balance of  RM11,505,462   5.5% Irredeemable Convertible Unsecured Loan Stocks (ICULS) 2002/2007 at a nominal value of RM1 each for the settlement of debts to the Group’s unsecured creditors. The directors of the Company are of the opinion that the possibility is remote that a default condition could arise and result in the ICULS being required to be settled in cash. Accordingly, with the adoption of MASB 24 - Financial Instruments : Disclosure and Presentation, the ICULS have been recognised and presented in the balance sheet of the Group and of the Company as an equity instrument.





23. Related Party Balances


						         Group	                       Company


	           


		                      		        30.9.02	  30.6.02		30.9.02         30.6.02						       RM ‘000         RM ‘000           RM‘000        RM ‘000





Trade Receivables                                                     1,202                1,471                   0                   0


Other receivables, deposits & prepayments	       	464                      0	       0                   0


Trade payables				          (3,084)              2,554     	       0                   0








24. Significant Related Party Transactions


			      			          Group		           Company





						30.9.02            30.6.02   	  30.9.02            30.6.02    					   	             RM ‘000	         RM ‘000      RM ‘000         RM ‘000


Steelcase Inc.


- Term loan				                       0                 16,625    	           0               16,625      


- Interest on term loan                                               	    267                       412            267                   412





Steelcase Artwright Manufacturing S/B


- Sales						    141                  1,471                0                      0


- Purchases					 3,188                  7,225                0                      0


- Proceeds from disposal of Property,		        0                 66,500               0                      0 


Plant and Equipment


- Gain on disposal of Property,			        0                  36,671              0                      0
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