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 2004

Part A – Explanatory Notes Pursuant to MASB 26

A1. Accounting Policies

The condensed interim financial statements are unaudited and have 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 2004.

The accounting policies and methods of computation adopted by the Group in this interim financial statement are consistent with those adopted in the audited financial statements for the financial year ended 30 June 2004 except for the adoption of new MASB standards.

A2. Qualification of audit report

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

A3. Seasonality or cyclicality

The operations of the business are not seasonal or cyclical in nature.

A4. Unusual items

There were no unusual items affecting assets, liabilities, equity, net income and cash flows of Group during the current quarter.

A5. Material changes in estimates

There were no changes in estimates that have had a material effect in the current quarter.

A6. Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter except for the issuance of 878,000 Private Placement Shares and  conversion of 44,700 nominal value of 5.5% ICULS to 31,257 new ordinary shares of RM 1 each at a conversion price RM1.43 per share.

A7. Dividend Paid

No dividend was paid for the financial year ended 30 June 2004.

A8. 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.

A9. Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 30 June 2004.

A10.Subsequent Materials Events

There were no material events subsequent to the end of the quarter under review.

A11.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.

A12.Contingent Liabilities

There were no material claims for and against the Company as at 30 September 2004.

Part B – Additional Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of KLSE

B1. Review of Performance of the Company and its Principal Subsidiaries for the Group

The Group recorded an EBITDA* of RM1.618 million for the current quarter compared to an EBITDA* of RM1.557 million for the preceding year corresponding quarter. The Group’s revenue for the current quarter is RM14.734 million compared to corresponding preceding year quarter of RM12.9 million. The Group’s PBT for the current quarter is RM0.622 million, compared with the preceding year corresponding quarter PBT of RM0.385 million. 

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

B2. The results of the current quarter as compared with immediate preceding quarter for the Group

The Group’s profit before taxation (PBT) for the quarter under review was RM0.622 million as compared with immediate preceding quarter profit before taxation (PBT) of RM0.267 million. The Group’s revenue is RM14.734 million for the current quarter compared with revenue of RM8.422 million for the preceding quarter.  The increase in profit before tax is mainly due to the increase in the turnover of the group.
B3. Prospects
Barring any unforeseen circumstances, the Directors are optimistic in maintaining the revenue and earnings for this financial year. 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.

B4. Profit Forecast or Profit Guarantee

(a) Profit Forecast
:
Not applicable

(b) Profit Guarantee



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 finalise 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.

B5. Taxation

                                                               Quarter ended                                  12 months ended

	
	30.09.2004

   RM’000
	
	30.09.2003

   RM’000
	
	30.09.2004

   RM’000
	
	30.09.2004
   RM’000

	Current Taxation
	
	
	
	
	
	
	

	Current Deferred Taxation
	-
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	


There is no taxation for the current quarter as there are losses brought forward available to set off the          profits. 
B6. 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.

B7. Quoted Securities

There were no purchase or sale of quoted securities for the current quarter.

B8. Status of Corporate Proposals

There were no Corporate Proposals being announced during the current quarter except for (announced during previous quarters):-

- 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.

Securities Commission Conditions Imposed on Artwright 

The Securities Commission (“SC”) has, vide its letter dated 1 October 2004, granted an extension of time of one (1) year up to 28 January 2005 to comply with the following conditions, which are in relation to the Company’s proposed restructuring scheme that had been approved by the SC earlier, vide its letter dated 28 January 2002:-

i) As set out in Paragraph 11.12 of the SC’s Policies and Guidelines on Issue / Offer of Securities ( previous guidelines prior to the Revised Edition 1 April 2003) (“SC Issues Guidelines”), listings for companies involved in the trading activities is only allowed on the Main Board of the Kuala Lumpur Stock Exchange (“KLSE” and now known as “ Bursa Malaysia Securities Berhad”). Pursuant thereto, the Company is required to fully comply with requirements of Paragraph 11.12 of the SC Issue Guidelines or conduct its core business which has been approved for a listing on the Second Board of the KLSE within a period of two (2) years from the date of SC’s approval letter dated 28 January 2002.
ii)  Artwright is required to eliminate the accumulated losses of the Artwright Group within 2 ½ years from the date of the SC’s letter of approval dated 28 January 2002.
In compliance with paragraph (i) above, the Board of Directors has instructed the management of Artwright (“Management”) to look for a manufacturer that the Group could invest in. Since then, the Management has evaluated the potential to invest into several companies that are in fairly similar business as Artwright  and pursuant thereto, the Management has also initiated discussions with the management of these companies on the possibilities of collaborations or investment. Todate, the final terms of the possible collaboration or investment have yet to be finalized for a recommendation to the Board of Directors of Artwright.

Further, Artwright had, on 29 October 2004, submitted an appeal for extension of time of up to 28 January 2006 to comply with the aforementioned conditions.

B9. Group Borrowings and Debt Securities

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

Secured loan                                                                                               23,901

Unsecured overdraft                                                                                        378 

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

                                                                                                                          24,279 

                                                                                                                       =======

Short Term Borrowings                                                                                   378        

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

 (2) Term Out Loan                           6,270                                 

 (3) Term Loan                                  1,006          23,901 

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

                                                                                                                           24,279 

                                                                                                                        =======

 (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 initially amounting to RM6,839,500.00 is from various financial institutions. 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 (initially amounting to RM1,250,000.00) and Bumiputera-Commerce Bank Bhd (initially amounting to RM1,250,000.00) at an interest rate ranging from 5.30% to 7.40% per annum.

B10. Off Balance Sheet Financial Instruments

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

B11. Material Litigation 

There were no material litigations faced by the Group.

B12. Dividend

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

B13. Earnings Per Share
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	30.09.2004
	
	30.09.2004

	Basic Earnings Per Share
	
	
	
	
	
	

	Net profit for the period (RM)
	
	
	
	615,455                                  
	
	615,455

	
	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue
	
	
	41,244,285
	
	41,244,285

	
	
	
	
	
	
	
	
	

	Basic earnings per ordinary share (sen)
	
	
	1.49
	
	1.49

	
	
	
	
	
	
	
	
	

	Diluted Earnings Per Share
	
	
	
	
	
	

	Net profit for the period (RM)
	
	
	
	615,455                                  
	
	615,455

	
	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue (including ICULS and warrants)
	
	
	52,904,771
	
	52,904,771

	
	
	
	
	
	
	
	
	

	Fully diluted earnings per ordinary share (sen)
	
	
	1.16                            
	
	1.16                              
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