Artwright Holdings Berhad (274909-A)

And its Subsidiary Companies

The figures have not been audited.

Explanatory Notes to the Accounts for Financial Quarter Ended 31 December 2003

1.   Accounting Policies

The interim financial report has been prepared in accordance with the Malaysian Accounting Standards Board (“MASB”) Standard 26, “Interim Financial Reporting” and Part A of Appendix 9B of the Listing Requirements of the Kuala Lumpur Stock Exchange and should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2003.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the financial year ended 30 June 2003 except for the adoption of new MASB standards.

2.   Qualification of audit report

There were no audit qualifications on audited report of the preceding audited financial statements.

3.   Seasonality or cyclicality

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

4.   Unusual items

There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

5.   Material changes in estimates

There was no material changes in estimates of amounts reported in prior financial years.

6.   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.

7.   Dividend Paid

No dividend was paid for the financial year ending 30 June 2003.

8.   Unquoted investments and/or properties

There was no purchase or sale of unquoted investments and/or properties for the current quarter and financial year-to-date.

9.   Quoted Securities

There were no purchases or sales of quoted securities for the current quarter and financial year-to-date.

10. Changes in Composition of the Group

There were no changes in the composition of the Company during the current quarter and financial year-to-date.

11. Status of Corporate Proposals

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 an option price of RM1.25 per ordinary share. Pursuant to the Bonus Issue, the option price was adjusted to RM1.00.
b) On 20 January 2004, the Company announced that it had entered into a supplemental agreement with Yong Yoke Keong, Iskandar Holdings Sdn Bhd (IHSB) and Yong Chew Keat (collectively, the Guarantors) to vary certain terms and conditions of the settlement agreement executed on 3 November 2003 in relation to the shortfall in profit guarantee that was given by the Guarantors pursuant to the listing of the Company on the Second Board of the Kuala Lumpur Stock Exchange on 21 May 1996.

c) Please refer to Note 19 on other subsequent corporate proposal.

12. Group Borrowings and Debt Securities

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

Secured loan                                                                                                25,428
Unsecured overdraft                                                                                         178 

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

                                                                                                                          25,606
                                                                                                                        =======

Short Term Borrowings                                                                                     178        

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

(2) Term Out Loan                           6,840                                  

(3) Term Loan                                  1,963           25,428                     

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

                                                                                                                            25,606
                                                                                                                          =======

(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) Term Out Loans amounting to RM6,839,500.00 are from various financial institutions, and are repayable over twelve (12) quarterly instalments commencing 29 February 2004. This termed-out loan bears interest at 1.0% above the BLR or 1.5% above the cost of funds per annum.

(3)  Five-year term loan from Alliance Bank Malaysia Bhd (RM1,250,000.00) and Bumiputera- Commerce Bank Bhd (RM1,250,000.00) at an interest rate ranging from 5.30% to 7.40% per annum.

13. Contingent Liabilities

There were no material claims for and against the Company as at 31 December 2003.

14. Off Balance Sheet Financial Instruments

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

15. Material Litigation 

There were no material litigations faced by the Group.

16. 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.

17. The results of the current quarter as compared with immediate preceding quarter for the Group

The Group’s profit before taxation (PBT) for the current quarter was RM2.336 million as compared with immediate preceding quarter profit before taxation (PBT) of RM0.385 million. The Group’s revenue is RM14.63 million for the current quarter compared with revenue of RM12.9 million for the preceding quarter. The Group’s improved revenue is due to the improved economy in general, and Artwright’s products being well accepted.
18. Review of Performance of the Company and its Principal Subsidiaries for the Group

The Group recorded an EBITDA* of RM1.445 million for the current quarter compared to an EBITDA of RM1.383 million for the preceding year corresponding quarter. The Group’s revenue for the current quarter is RM14.63 million compared to corresponding preceding year quarter of RM7.492 million. The Group’s PBT for the current quarter is RM2.336 million, compared with the preceding year corresponding quarter PBT of RM0.138 million. The Group’s PBT for the cumulative year-to-date is RM2.721 million, compared with the preceding year corresponding cumulative year-to-date PBT of RM0.333 million. This is generally due to an increase in the principal subsidiary’s order book, and the cost of the Group being under control.

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

19. Subsequent Materials Events

There were additional 12,083,300 new ordinary shares of RM1.00 each issued in the Bonus Issue exercised on 14 January 2004.

The Proposed Private Placement of up to 5,228,000 new ordinary of RM1.00 each in the Company (“Placement Shares”) with up to 5,228,000 warrants (“Artwright Warrants”) on the basis of one (1) Placement Share with one (1) Artwright Warrant were approved by the Company’s shareholders during the Extraordinary General Meeting on 21 November 2003. The Securities Commission vide its letter dated 12 February 2004, has approved an extension of time for six (6) months to 26 August 2004 for the Company to implement the Proposed Private Placement.
20. Current Year’s Prospect

Barring any unforeseen circumstances, the Directors are optimistic about the prospective growth in revenue and earnings during this current year supported by the international and local economic recovery. The Directors are of the opinion that the results for the current financial period under review have not been affected by any transaction or event of a material and unusual nature other than disclosed in Note 11 and Note 19.

21. Interim dividend

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