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 June 2005
Part A – Explanatory Notes Pursuant to FRS 134
A1. Accounting Policies

The condensed interim financial statements are unaudited and have been prepared in accordance with the Financial Reporting Standards (FRS) 134 “Interim Financial Reporting” and Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) 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 with the adoption of new applicable FRS.
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 2005.

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 June 2005.

Part B – Additional Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Securities
B1.
Review of Performance of the Company and its Principal Subsidiaries for the Group


The Group recorded an EBITDA* of RM1.463 million for the current quarter compared to an EBITDA* of RM0.795 million for the preceding year corresponding quarter. The Group’s revenue for the current quarter is RM10.690 million compared to corresponding preceding year quarter of RM8.422 million. The Group recorded an EBITDA* of RM7.351 million for the cumulative year-to-date compared to an EBITDA* of RM5.791 million for the preceding year corresponding cumulative year-to-date. The Group’s LBT for the current quarter is RM2.972 million, compared with the preceding year corresponding quarter PBT of RM0.267million. The Group’s PBT for the cumulative year-to-date is RM0.234 million, compared with the preceding year corresponding cumulative year-to-date PBT of RM4.023 million. The Group’s PBT of RM0.234 million for the year ended 30 June 2005 was after deduction of share of loss in the associated company of RM3.609 million.
* EBITDA/(LBITDA) is item 2(a) being 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 loss before taxation (LBT) for the quarter under review was RM2.972 million as compared with immediate preceding quarter profit before taxation (PBT) of RM1.367 million. The Group’s revenue is RM10.690 million for the current quarter compared with revenue of RM14.147 million for the preceding quarter. The decreased revenue is due to delays in projects at site.
B3. Prospects
Not applicable because this is the fourth quarter report of the financial year.
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 22 February 2005 in relation to the Proposed Settlement as follows:

“We refer to the announcements dated 3 November 2003 and 15 December 2004 in relation to the Proposed Settlement. One of the components of the Proposed Settlement is the proposed restricted issue of up to 19.76 million warrants 2005/2010 (Warrants) on a non-renounceable basis to the existing shareholders of Artwright other than Yong Yoke Keong, Yong Chew Keat and Iskandar Holdings Sdn Bhd and/or person(s) connected to them (Proposed Restricted Issue of Warrants). Artwright's shareholders who are entitled to the Proposed Restricted Issue of Warrants may comprise of non-residents.

On behalf of the Board of Directors of Artwright, Southern Investment Bank Berhad wishes to announce that Bank Negara Malaysia has via its letter dated 16 February 2005, which was received by the Company on 22 February 2005, approved the issuance of the Warrants to non-residents pursuant to Exchange Control of Malaysia Notice 12.

This announcement is dated 22 February 2005.”
B5. Taxation

                                                               Quarter ended                                 12 months ended

	
	30.06.2005
   RM’000
	
	30.06.2004
   RM’000
	
	30.06.2005
   RM’000
	
	30.06.2004
   RM’000

	Current Taxation
	81
	
	4
	
	100
	
	575

	Current Deferred Taxation
	-
	
	-
	
	-
	
	-

	
	81
	
	4
	
	100
	
	575


The lower taxation rate is applicable to the profits because there are accumulated tax 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 purchases or sale of quoted securities for the current quarter.

B8. Status of Corporate Proposals
B8a)
Private Placement Of Up To 8,300,000 New Ordinary Shares Of RM1.00 Each In The Company ("Placement Shares") At An Issue Price Of RM1.00 Each Together With Up To 8,300,000 Detachable Warrants At No Additional Cost ("Placement Warrants") On The Basis Of One (1) Placement Share With One (1) Placement Warrant ("Private Placement")
We refer to our announcements dated 28 October 2004, 2 March 2005 and 25 March 2005 in relation to the Private Placement. 

“On behalf of the Board of Directors of Artwright, Affin Merchant Bank Berhad has submitted on 12 August 2005, an application to the Securities Commission to seek an extension of time for the implementation of the Private Placement. 

This announcement is dated 15 August 2005.”
B8b)
Proposed Waiver Of The Conditions Imposed On The Company By The Securities Commission
We refer to the announcements made by the Company on 7 October 2004, 29 October 2004 and 7 December 2004 with regards to the above matter.
“Affin Merchant Bank Berhad, on behalf of Artwright, is pleased to announce that an application will be made to the Securities Commission ("SC") to seek for waiver of the following conditions imposed by the SC in relation to the restructuring scheme of Artwright, which was approved by the SC on 28 January 2002.
(a)
Artwright is required to fully comply with the SC Policies and Guidelines on Issue / Offer of Securities which states that the listing of trading / retailing companies is allowed only on the Main Board of Bursa Malaysia Securities Berhad ("Bursa Securities") or to conduct its core business which is allowed for listing on the Second Board of Bursa Securities before 28 July 2005; and
(b)
Artwright should eliminate its accumulated losses before 28 July 2005.

This announcement is dated 13 July 2005.”
B8c)
Proposed disposal of 25% equity in Steelcase Artwright Manufacturing Sdn Bhd ("SAM"), comprising 25,000 ordinary shares of RM1.00 each in SAM for a sale consideration of USD4,491,536 (equivalent to RM17,067,837) ("Proposed Disposal")
We refer to the announcement dated 24 May 2005 as follows:

“1. 
Introduction 

On behalf of the Board of Directors of Artwright ("Board"), Affin Merchant Bank Berhad ("Affin Merchant") is pleased to announce that the Company had on 24 May 2005 entered into a conditional Share Sale Agreement ("SSA") with Steelcase Inc. (hereinafter also referred to as "the Purchaser") to dispose of its entire stake of 25% of the issued and paid-up share capital of SAM comprising 25,000 ordinary shares of RM1.00 each ("Sale Shares") for a sale consideration of USD4,491,536 (equivalent to RM17,067,837).

2. 
The Proposed Disposal 
2.1 
Background information on SAM
SAM was incorporated in Malaysia on 9 December 2000 and has its registered office at Level 41, Suite B, Menara Maxis, Kuala Lumpur City Centre, 50088 Kuala Lumpur. The issued and paid-up share capital of SAM as at 30 March 2005 is RM100,000 comprising 100,000 ordinary shares of RM1.00 each. 
Artwright and Steelcase Inc., through its subsidiary Steelcase Asia Pacific Holdings LLC, each hold 25,000 and 75,000 ordinary shares of RM1.00 in SAM, representing 25% and 75% of the issued and paid-up share capital in SAM respectively. The principal activities of SAM are manufacturing of office equipment, furniture and furnishings.
Artwright's cost of investment for the 25% equity stake in SAM, which Artwright subscribed on 8 February 2002 amounted to RM16,625,000. The Sale Shares are currently charged to the Purchaser as security for a loan granted by the Purchaser to Artwright. The sale consideration shall apply towards the full and final payment of the abovementioned loan outstanding to the Purchaser and the Purchaser shall thereafter discharge the loan. The audited financial results of SAM for the two (2) financial years ended 28 February 2003 and 27 February 2004 are set out in Table 1. The net tangible assets ("NTA") of SAM as at 27 February 2004 was RM50,571,822.

2.2 
Information on Steelcase Inc. 

Steelcase Inc. was incorporated in the United States of America ("USA") in 1912 and has its principal office at 901 – 44th Street, S.E., Grand Rapids, Michigan 49508, USA. Steelcase Inc. is the world's leading designer and manufacturer of office furniture, with revenue of approximately USD2.3 billion for the financial year 2004. It manufactures its products in more than 35 locations throughout the world.

2.3 
Basis of arriving at the sale consideration
The sale consideration of USD4,491,536 (equivalent to RM17,067,837) is determined on a willing-buyer willing-seller basis, having considered Artwright's share of NTA of SAM, based on the management financial statements as at 30 June 2004, of RM17,067,837.
The sale consideration will be applied towards the full and final payment of the loan owing to the Purchaser by Artwright.

2.4 
Salient Terms of the Share Sale Agreement 

(i) Artwright shall sell as beneficial and registered owner and the Purchaser shall purchase the Sale Shares (subject to the Purchaser's interest over the Sale Shares), but otherwise free from all liens, charges, encumbrances and claims from any third party of any nature whatsoever and with all rights, dividends, interest, bonus, accretions and accruals attaching thereto, with effect from the date of the SSA.
(ii) The SSA is subject to and conditional upon the approval from the relevant authorities and the approval of Artwright's shareholders (hereinafter referred to as "Conditions Precedent") being obtained and complied with, within the period commencing on the date of the SSA and expiring on 31 October 2005 (or such other date agreed in writing between the parties) (hereinafter referred to as "the Approval Period").
(iii) The sale and purchase of the Sale Shares shall cease to be conditional on the date when the last of all the Conditions Precedent, shall have been fulfilled.
(iv) If any of the approvals referred to in clause 2.4(ii) is obtained subject to any conditions, modifications, revaluations and/or variations of any nature whatsoever ("Approval Conditions") and such Approval Conditions adversely and materially affect the Purchaser and the same are unacceptable to the Purchaser at the Purchaser's discretion or if the Approval Conditions adversely and materially affect Artwright and the same are unacceptable to Artwright at Artwright's discretion then in either of such events such approval shall not amount to an approval. Such approval shall not then be considered to have been obtained for the purpose of fulfilling the Conditions Precedent provided however always that the party so adversely and materially affected and to whom such Approval Conditions are unacceptable as aforesaid shall within seven (7) business days from the date such Approval Conditions are notified in writing to such party adversely and materially affected as aforesaid, inform the other party of its non-acceptance of such Approval Conditions, failing which such party so adversely and materially affected as aforesaid shall be deemed to have accepted such Approval Conditions and the approval in respect of which such Approval Conditions were imposed shall be deemed to have been obtained for the purpose of fulfilling the Conditions Precedent. Artwright shall immediately notify the Purchaser upon its receipt of the any of the approvals set out in clause 2.4(ii).
(v) Either party shall be at liberty to seek a waiver of such terms and conditions of the Approval Conditions or a modification thereof to the extent acceptable to Artwright or the Purchaser provided that the waiver or modification acceptable to Artwright or the Purchaser must be obtained within the Approval Period. Until such waiver or modification shall have been obtained and are acceptable to Artwright or the Purchaser, as the case may be, the Approval Conditions or such waiver or modification shall not amount to an approval for the purpose of fulfilling the Conditions Precedent.
(vi) In the event that any and/or all of the Conditions Precedent are not fulfilled and/or complied with within the Approval Period or if any of the approvals which in the opinion of Artwright is required for completion of this sale and purchase transaction is rejected or disallowed or if any of the Approval Conditions are not acceptable to any parties of the SSA and the appeal stated in clause 2.4 (v) above is unsuccessful or not approved within the stipulated timeframe, the SSA shall terminate absolutely. Neither party thereto shall have any claims against the other save and except in respect of any antecedent breach of the SSA.
(vii) On completion date, Artwright shall deliver or cause to be delivered to the Purchaser the share transfers in favour of the Purchaser or its nominee, a certified true copy of the ordinary resolution passed by the shareholders of Artwright in a general meeting approving the SSA and the transaction contemplated thereunder, a certified true copy of the resolution of directors of SAM approving the transfer of the Sale Shares to the Purchaser or its nominee and a certified true copy of the approval from the relevant authority (if any) and cause to be appointed such persons as the Purchaser may nominate to be validly appointed as directors of SAM and upon such appointment forthwith cause the directors other than the continuing directors of SAM to resign from their respective offices. The Purchaser shall immediately after the completion date proceed to register the Sale Shares in the name of the Purchaser and/or its nominee(s). 
(viii) On the completion date, the Purchaser shall apply the purchase price or such portion thereof towards full and final the payment of the loan outstanding to the Purchaser and the Purchaser shall thereafter discharge and forgive the loan. The balance of the purchase price (being the amount by which the purchase price exceeds the loan), if any, shall then be applied in the manner which may be agreed between the parties.
(ix) Artwright undertakes that it will bear and pay all taxes, if any chargeable, under the Real Property Gains Tax Act, 1976 on the disposal of the Sale Shares and keep the Purchaser, its successors-in-title, assigns and persons deriving title thereunder, indemnified in respect thereof.

3. 
RATIONALE FOR THE PROPOSED DISPOSAL 

The Proposed Disposal would enable Artwright to settle the loan owing to the Purchaser, comprising principal amount of US$4,375,000 (equivalent to RM16,625,000) and all outstanding interest due, if any.
Pursuant to the Joint-Venture Agreement ("JVA") dated 8 February 2002 entered between Artwright and the Purchaser, which entailed both Artwright and the Purchaser subscribing to their respective equity stakes of 25% and 75% in SAM, Artwright had divested its entire manufacturing activities to SAM and transformed its business model into one that focuses on the research and development of office furniture products and the trading and distribution of office furniture products. 
The Proposed Disposal represents the initial step in Artwright's addressing one of the conditions imposed by the Securities Commission ("SC"), vide the SC's letter dated 28 January 2002, whereby Artwright is required to fully comply with the SC's Policies and Guidelines on Issue/Offer of Securities ("SC Issues Guidelines") which states that the listing of trading companies is allowed only on the Main Board of Bursa Malaysia Securities Berhad ("Bursa Securities") or conduct a core business for which listing on the Second Board of the Bursa Securities is allowed by 28 January 2005 (subsequently extended to before 28 July 2005). The subsequent steps to regularize this imposed conditions would be announced at the appropriate time.

4. 
EFFECTS OF THE PROPOSED DISPOSAL

4.1
Share Capital 

The Proposed Disposal will not have any effect on the share capital of Artwright.

4.2 
Substantial Shareholders 

The Proposed Disposal will not have any effect on the shareholdings of the substantial shareholders of Artwright.

4.3 
Earnings 

The Proposed Disposal is not expected to have any material effect on the earnings of Artwright Group for the financial year ending 30 June 2005 as the Proposed Disposal is expected be completed only in the second quarter of financial year ending 30 June 2006. Any gain or loss arising from the Proposed Disposal can only be ascertained upon finalisation of SAM's accounts for the financial year ended February 2005.

4.4 
NTA and Gearing 

The Proposed Disposal is not expected to have any effect on the consolidated NTA of Artwright for the financial year ending 30 June 2005 as the Proposed Disposal is expected be completed only in the second quarter of financial year ending 30 June 2006.
Based on the audited consolidated financial statements of Artwright for the year ended 30 June 2004, the pro-forma effects of the Proposed Disposal on the NTA and gearing ratio of Artwright are shown in Table 2.

5. 
CONDITIONS FOR THE PROPOSED DISPOSAL 

The Proposed Disposal would be subject and conditional upon the following conditions being fulfilled or complied with:-
(i)
approval of the SC; 
(ii)
approval of the shareholders of Artwright at an extraordinary general meeting ("EGM") to be convened; and
(iii)
approvals from other relevant authorities, if any.
Prior to the submission of the Proposed Disposal to the SC, Artwright intends to seek consultation with the SC on the Proposed Disposal and compliance with the conditions imposed by the SC in relation to Artwright's earlier restructuring scheme, vide the SC's letters dated 28 January 2002, 1 October 2004 and 1 December 2004.

6. 
DIRECTORS' AND SUBSTANTIAL SHAREHOLDERS' INTERESTS 
None of the directors and/or substantial shareholder of Artwright and/or person(s) connected to them have any interest, direct and/or indirect, in the Proposed Disposal.

7. 
DIRECTORS' STATEMENT 

The Board, after having considered all aspects of the Proposed Disposal, is of the opinion that the Proposed Disposal is in the best interests of the Artwright Group.

8. 
ADVISER 

The Board has appointed Affin Merchant as the adviser for the Proposed Disposal.

9. 
ESTIMATED TIME FRAME FOR THE COMPLETION OF THE PROPOSED DISPOSAL 

The Proposed Disposal is expected to be completed by 31 October 2005.

10. 
DEPARTURE FROM THE SC'S POLICIES AND GUIDELINES ON ISSUE/OFFER OF SECURITIES ("SC ISSUES GUIDELINES") 

To the best knowledge of the Board, the Proposed Disposal does not depart from the SC Issues Guidelines.

11. 
DOCUMENTS FOR INSPECTION
Shareholders of Artwright who wish to inspect the SSA may do so during the normal business hours at the Registered Office of Artwright at Suite 11-1A, Level 11 Menara Weld 76, Jalan Raja Chulan 50200 Kuala Lumpur from Monday to Friday (except public holidays) for the period from the date of this announcement until the EGM.

This announcement is dated 24 May 2005.”
B8d)
Private Placement

We refer to the announcement dated 25 March 2005 as follows:

“We refer to our announcements dated 28 October 2004  and 2 March 2005 in relation to the Private Placement.

On behalf of the Board of Directors ("Board") of the Company, Affin Merchant Bank Berhad ("Affin Merchant") wishes to announce that the Board has determined 25 March 2005 as the price-fixing date for up to 8,300,000 Placement Shares with 8,300,000 Placement Warrants on the basis of one (1) Placement Share with one (1) Placement Warrant, which are to be issued pursuant to the Private Placement. Accordingly, the issue price has been fixed at RM1.00 for one (1) Placement Share with one (1) Placement Warrant by the Board, after having taken into consideration the five (5)-day weighted average market price of the ordinary shares of the Company up to 25 March 2005 of RM0.86. The issue price of RM1.00 per (1) Placement Share with one (1) Placement Warrant, represents a premium of 16.3% over the five (5)-day weighted average market price of the Company up to 25 March 2005 of RM0.86.

This announcement is dated 25 March 2005.”
B8e)
Extension of time to comply with the conditions imposed by the Securities Commission

We refer to the announcement dated 7 December 2004:

“We refer to the announcement made by the Company on 7 October 2004 in relation to the above matter.

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 above said 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                                                                                                   23,521
Unsecured overdraft                                                                                         1,808

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

                                                                                                                              25,329
                                                                                                                            =======

Short Term Borrowings                                                                                    1,808
Long Term Borrowings:  (1) Steelcase Loan                          16,625                               

 (2) Term Out Loan                           5,706                                 

 (3) Term Loan                                  1,190            23,521
                                                                                                       ----------       ------------                          

                                                                                                                              25,329
                                                                                                                           =======

 (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.
B12. Dividend

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

B13. Earnings Per Share

	
	
	
	
	
	
	Quarter ended
	
	12 months ended

	
	
	
	
	
	
	30.06.2005
	
	30.06.2005

	Basic Earnings Per Share
	
	
	
	
	
	

	Net profit/(loss) for the period (RM)
	
	
	
	(3,049,010)                                 
	
	120,766

	
	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue
	
	
	41,717,163
	
	41,717,163

	
	
	
	
	
	
	
	
	

	Basic earnings/(loss) per ordinary share (sen)
	
	
	(7.31)
	
	0.29

	
	
	
	
	
	
	
	
	

	Diluted Earnings Per Share
	
	
	
	
	
	

	Net profit/(loss) for the period (RM)
	
	
	
	(3,049,010)                                 
	
	120,766

	
	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue (including ICULS and warrants)
	
	
	45,292,152
	
	45,292,152

	
	
	
	
	
	
	
	
	

	Fully diluted earnings/(loss) per ordinary share (sen)
	
	
	(6.73)                            
	
	0.27
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