WHITE HORSE BERHAD  (Company No: 455130-X)

Notes to the quarterly report on consolidated results for the fourth quarter ended 31 Dec 2003.

1. ACCOUNTING POLICIES AND METHOD OF COMPUTATION

The application of the accounting policies and methods of computation in the quarterly financial statements is consistent with the most recent annual financial statements except for the adoption of MASB 25 : Income Taxes, which became effective from 1 January 2003.
The changes and effects of adopting MASB 25 had resulted in prior year adjustments as follows :-

(a) Change in Accounting Policies

Deferred tax liabilities are recognised for all taxable temporary differences. Previously, deferred tax liabilities were provided for on account of timing differences only to the extent that a tax liability was expected to materialise in the foreseeable future.

In addition, the Group have commenced recognition of deferred tax assets for all deductible temporary differences, when it is probable that sufficient taxable profit will be available against which the deductible temporary differences can be utilised. Previously, deferred tax assets were not recognised unless there was reasonable expectation of their realisation.

(b) Prior Year Adjustments 

The effect of changes in accounting policies are as follows :-






  2003


RM ‘000

Effects on Retained Profits :-


At 1 January, as previously stated
 97,376

Effects of adopting MASB 25

(19,385)

At 1 January 2003, as restated

 77,991

Effects on Deferred Taxation :-


At 1 January, as previously stated
13,315


Effects of adopting MASB 25

19,385

At 1 January 2003, as restated

32,700

2. STATUS ON THE AUDIT REPORT OF THE PRECEDING ANNUAL FINANCIAL STATEMENTS

It was an unqualified audit report for the preceding annual financial statements.

3. EXPLANATORY COMMENTS ABOUT THE SEASONALITY OR CYCLICALITY OF THE INTERIM OPERATIONS
The business operation is related to the construction and renovation industries. It is a norm that every first quarter of the year, the business will be at a slower pace due to the festive season and it is expected that the business will improve in the forthcoming quarters.
4. UNUSUAL ITEMS AFFECTING ASSETS, LIABILITIES, EQUITY, NET INCOME AND CASH FLOWS

There were no unusual items affecting assets, liabilities, equity, net income and cash flows for the current quarter and financial year to date.

5. CHANGES IN ESTIMATES REPORTED IN PRIOR INTERIM PERIODS OR FINANCIAL YEAR

It is not applicable, as there were no estimates reported in prior interim periods or financial year.

6. ISSUANCES, CANCELLATIONS, REPURCHASES, RESALE AND REPAYMENTS OF DEBT AND EQUITY SECURITIES

Debt Securities

A total of RM30.0 million debt securities in the form of Commercial Papers had been settled.

Equity Securities – Share Buy-back / Treasury Shares 

During the current financial quarter, the company had purchased its own shares, which were retained as treasury shares and there is no resale or cancellation of the treasury shares.

Details of the share buy-back are as follows :-


No. of Shares
Purchase Price
Average
Total

Month
Purchased
Highest
Lowest
Price
Consideration


RM
RM
RM
RM 

Balance b/f
356,800
1.6000
1.3310
1.5021
535,939

Oct 2003
  38,000
1.6900
1.5406
1.5645
 59,450

Balance c/f
394,800
1.6900
1.3310
1.5081
595,389

7. DIVIDENDS PAID

No dividend was paid for the Fourth quarter ended 31 December 2003.

8. SEGMENTAL REPORTING
No segmental financial information has been prepared as the Group’s business activities are primarily in the manufacturing and distribution of ceramic tiles, which were also principally conducted in Malaysia. 
9. BROUGHT FORWARD OF VALUATION OF PROPERTY, PLANT AND EQUIPMENT

Except for the landed property, the valuation of plant and equipment had been brought forward without amendment from the financial statements for the year ended 31 December 2002.
A revaluation exercise had been conducted for the landed properties in the current quarter, and its value was RM161.8 million as compare with the net book value of RM154.5 million. The revaluation surplus of RM7.3 million had been reflected in the balance sheet accordingly.

10. SUBSEQUENT EVENTS

There were no material events subsequent to the end of the quarterly report.

11. EFFECT OF CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group for the current financial quarter.

12. CHANGES IN CONTINGENT LIABILITIES AND ASSETS
All contingent liabilities were made-up of corporate guarantees issued to financial institutions for credit facilities utilised by a subsidiary, amounting to RM24.5 million, including the Bank Guarantee and Letter of Credit, as at 20 February 2004.

13. CAPITAL COMMITMENTS

There were no capital commitments for the current financial quarter
14. REVIEW OF PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES

The Group had achieved a turnover of RM94.2 million, a profit from operations of RM17.1 million and a profit before tax of RM14.4 million for the current quarter as compared to the same corresponding period of last year of RM71.5 million, RM9.5 million and RM8.5 million respectively.

The turnover, profit from operations and profit before tax had increased by 32%, 81% and 70% respectively mainly due to more new variety of products introduced into the market. It is also an impact from the publicity of the show-center, “Ceramic World”, which displays hundreds of mock-up units of tiles in different parts of a house. 
15. MATERIAL CHANGES IN THE PROFIT BEFORE TAX FOR THIS QUARTER AS COMPARED WITH THE IMMEDIATE PRECEDING QUARTER
The profit before tax of RM14.4 million for the current quarter is 3% lower than the immediate preceding quarter mainly due to the effect of year-end accruals of expenses.
16. CURRENT YEAR PROSPECTS

The Group anticipates that the results for the next financial year will perform better than the current year.
17. PROFIT FORECAST AND GUARANTEE

(a)
Profit forecast
:
Not applicable

(b)
Profit guarantee
:
Not applicable

18. TAXATION

The taxation charge of the Group is as follows: -


Current quarter
Year to date


RM’000
RM’000





Income tax
1,598
3,652

Deferred tax
(500)
1,400

Total
1,098
5,052

The effective tax rate on the Group’s profits is lower than the statutory rate mainly due to the claim of reinvestment allowance by a subsidiary.

19. PROFITS/(LOSSES) ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

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

20. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

(a)
There were no purchases or sales of quoted securities for the current quarter and financial year to date, except the Note 6 above.

(b) There were no investments in quoted securities, as at the reporting period, except the Note 6 above. 

21. STATUS OF CORPORATE PROPOSALS AND UTILISATION OF PROCEEDS

(a) There was no corporate proposal announced but not completed as at the date of this quarterly report.
(b) The status of utilisation of proceeds raised from a corporate proposal for the issuance of RM300 million Islamic Private Debt Securities (“Islamic PDS”) comprised RM120 million Al-Bai Bithaman Ajil Serial Bond (“Bond”) and RM180 million Al-Murabahah Commercial Papers (“CP”) / Medium Term Notes (“MTN”) are as follows :-

(i) The RM120 million Bonds were issued on 7 November 2001 and all its proceeds were used to part-finance the capital expenditure and refinance some existing credit facilities.

(ii) Meanwhile, the MTN of RM20 million were issued on 5 December 2001 proceeds of which were used to part-finance the capital expenditure and also for working capital requirement.
(iii) There were two (2) CP of RM10 million each issued on 05 May and 11 June 2003 respectively for the purpose of capital expenditure and working capital.
22. GROUP BORROWINGS AND DEBT SECURITIES

Group borrowings as at 31 December 2003 are as follows:-

(a)
Securities on banks’ borrowings were corporate guarantees and negative pledge except the term loan for financing a landed property, which was mortgaged as additional security.
(b)
(i) Short-term borrowings


RM’000

Secured :


  Bank overdraft
-

  Bankers acceptance
8,189

  Trust receipts
7,189

Sub-total
15,378

Unsecured :


  Commercial papers
20,000

   Medium term notes
10,000

Sub-total
30,000

Total
45,378

(ii) Hire-purchase creditors

Secured


  Repayments due within 12 months
222

  Repayments after 12 month
                -                     

Total
222

(iii) Long-term borrowings

Secured


  Term Loan
2,210

Unsecured


  Bonds
         120,000

  Medium term notes
           10,000

  Less Deferred expenses
          (4,724)

Total
         127,486

(iv) The above hire-purchase creditors and term loan included those of the overseas’ subsidiaries that were denominated in foreign currency as follows :-

Singapore Dollars : SD1,038,167.00
Hong Kong Dollar : HKD 174,245.00

23. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

Off balance sheet financial instruments as at 20 February 2004 were made-up of Bank Guarantee and Letter of Credit, details of which are shown as follows :-

(I) Bank Guarantee

(a) The face amount involved is RM8.3 million, and

(b) It was issued to the Royal Custom of Malaysia and utilities companies (gas and electricity), including the following :-

(i) There is no credit and market risk as it is for the operational transaction;

(ii) Cash requirement upon presentation of claim, and

(iii) Recognition of expenditure, asset and liabilities upon its settlement.

(II) Letter of Credit

(a) The face amount involved is RM0.9 million, and

(b) It is for the purchase of raw materials with payment terms of 180 days and safeguarded by insurance coverage, include the following :-

(i) There is no credit and market risk as it is for the purchase transaction;

(ii) Cash requirement upon presentation of documents, and

(iii) Recognition of asset and liabilities upon its settlement.

24. MATERIAL LITIGATION

White Horse Marketing Sdn Bhd (“WHM”), a wholly-owned subsidiary, was served with a writ of summons on 18 October 2002, as a co-defendant, by a customer claiming damages and losses for allegedly committing a tort of negligence, namely winding-up petition against their company.

WHM had obtained an order to strike out their claim on 2 March 2003 and their appeal against the said order was withdrawn and struck off with costs on 13 January 2004.

25. DIVIDEND
The Board has recommended a 5% tax-exempted final dividend for the current quarter and the total dividend for the current financial year are 7 sen (tax-exempted) per share as compared with last year’s of 3 sen per share.

26. EARNINGS PER SHARE

The basic earnings per share for the current quarter and financial year are 5.55 sen and 18.63 sen respectively.

It was computed by dividing the net profit of current quarter and financial year of RM 13.3 million and RM44.6 million respectively by the weighted average number of ordinary shares in issue of 239.6 million.
