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 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.
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 31 December 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 RM2.207 million for the current quarter compared to an EBITDA* of RM1.445 million for the preceding year corresponding quarter. The Group’s revenue for the current quarter is RM14.188 million compared to corresponding preceding year quarter of RM14.630 million. The Group’s PBT for the current quarter is RM1.217 million, compared with the preceding year corresponding quarter PBT of RM2.336 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 RM1.217 million as compared with immediate preceding quarter profit before taxation (PBT) of RM0.622 million. The Group’s revenue is RM14.188 million for the current quarter compared with revenue of RM14.734 million for the preceding quarter. The results of earnings from our associate company, Steelcase Artwright Manufacturing  Sdn Bhd has not been finalized and thus, the earnings could not  be ascertained and reported for the quarter under review.
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

     Proposed settlement of shortfall in profit guarantee (Proposed Settlement)


We refer to the announcement made on 15 December 2004 in relation to the approval of the Securities Commission (SC) on the Proposed Settlement as follows:

“On behalf of the Board of Directors of AHB, Southern Investment Bank Berhad wishes to announce that the SC had also approved the Proposed Settlement under the Guideline on the Acquisition of Interests, Mergers and Take-overs by Local and Foreign Interests on the same date.”
B5. Taxation

                                                               Quarter ended                                  6 months ended

	
	31.12.2004

   RM’000
	
	31.12.2003

   RM’000
	
	31.12.2004

   RM’000
	
	31.12.2003
   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

We refer to the announcement made by the Company as follows:

“On behalf of the Company, Affin Merchant Bank Berhad wishes to announce that the Securities Commission ("SC"), has, vide its letter dated 1 December 2004, which we received on 3 December 2004, approved Artwright's appeal for an extension of time of one and half (1 1/2) years up to 28 July 2005, instead of an extension of time of two (2) years up to 28 January 2006 sought by Artwright, subject to the conditions that Artwright must identify new business / asset, enter into an agreement with the relevant parties and submit a comprehensive proposal to the SC that will comply with conditions imposed by the SC, vide the SC's letter dated 28 January 2002, before 28 July 2005.

In addition, Artwright is required to comply with the SC's condition as set out in the SC's letter dated 1 October 2004 as contained in the abovesaid announcement dated 7 October 2004.

The Board of Directors of Artwright has taken note of the conditions imposed by the SC and will deliberate on the same and/or the next course of action to be taken by the Company. 

This announcement is dated 7 December 2004.”
To address the first condition imposed by the SC, vide SC's letter dated 28 January 2002, the board of directors is considering an involvement in a manufacturing operation subject to consultation with SC.

The board of directors is in active consultation with its advisors on the appropriate method to address the second conditions imposed by SC, vide SC's letter dated 28 January 2002, which may be subject to consultation with SC. 

B9. Group Borrowings and Debt Securities

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

Secured loan                                                                                                   23,688
Unsecured overdraft                                                                                         3,234 

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

                                                                                                                                26,922

                                                                                                                            =======

Short Term Borrowings                                                                                   3,234
Long Term Borrowings:  (1) Steelcase Loan                          16,625                               

 (2) Term Out Loan                           5,688                                 

 (3) Term Loan                                  1,375           23,688
                                                                                                         ----------      ------------                          

                                                                                                                                26,922

                                                                                                                             =======

 (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

	
	
	
	
	
	
	Quarter ended
	
	6 months ended

	
	
	
	
	
	
	31.12.2004
	
	31.12.2004

	Basic Earnings Per Share
	
	
	
	
	
	

	Net profit for the period (RM)
	
	
	
	1,185,962                                 
	
	1,801,417

	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	

	Basic earnings per ordinary share (sen)
	
	
	2.88
	
	4.37

	
	
	
	
	
	
	
	
	

	Diluted Earnings Per Share
	
	
	
	
	
	

	Net profit for the period (RM)
	
	
	
	1,185,962                                 
	
	1,801,417

	
	
	
	
	
	
	
	
	

	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)
	
	
	2.24                            
	
	3.41


1

