WHITE HORSE BERHAD  (Company No: 455130-X)

Notes to the quarterly report on consolidated results for the fourth quarter ended 31 Dec 2005.

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.
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 calendar year, the business will be at a slower pace due to the festive season and it is expected that the business will be improved 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.

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

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
3,444,100
2.5000
1.3310
1.9857
6,878,003
Oct 2005
   814,000
1.8900
1.6900
1.7624
1,441,251
Nov 2005
   384,700
1.6600
1.5900
1.6261  
   628,056

Balance c/f
4,642,800
2.5000
1.3310
1.9167
8,947,310
7. DIVIDENDS PAID

A final tax-exempted dividend of 5% in respect of financial year ended 31 December 2004, amounting to RM11.9 million was paid on 08 July 2005.

While, an interim 5% tax-exempted dividend for the current year, amounting to RM11.8 million was paid on 18 January 2006.

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

The valuation of property, plant and equipment had been brought forward without amendment from the financial statements for the year ended 31 December 2004.
10. SUBSEQUENT EVENTS

One of the wholly-owned subsidiaries, White Horse Ceramic Industries Sdn Bhd (“WHC”) had on 18 January 2006 subscribed 49,940 ordinary shares, at par value of INR10 each, of White Horse Ceramic (India) Private Limited, India (“WHID”) for a consideration of INR499,400/-.

Henceforth, WHID would become a wholly owned subsidiary of WHC, while White Horse Berhad would become the ultimate holding company.

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, including the Bank Guarantee and Letter of Credit, utilised by a subsidiary, amounting to RM54.2 million as at 17 February 2006.

13. CAPITAL COMMITMENTS

One of the subsidiaries is embarking on a capital expansion program involving an estimate sum of RM 132 million, which began from September 2004 until the end of year 2005. The progress amount spent and contracted commitment were RM124 million and RM 133 million respectively as at 31 December 2005.

14. REVIEW OF PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES

The Group had achieved a turnover of RM102.5 million, a profit from operations of RM15.8 million and a profit before tax of RM13.0 million for the current quarter as compared to the same corresponding period of last year of RM101.4 million, RM26.1 million and RM24.1 million respectively.

Except the turnover increased by 1%, the profit from operations and profit before tax had reduced by 40% and 46% respectively mainly due to the additional new production lines used in the development of new products for the current quarter. The contribution from the capital expansion expected to be realised by the 2nd Quarter of 2006.

15. MATERIAL CHANGES IN THE PROFIT BEFORE TAX FOR THIS QUARTER AS COMPARED WITH THE IMMEDIATE PRECEDING QUARTER
The profit before tax of RM13.0 million for the current quarter is 11% lower than the immediate preceding quarter mainly due to the market competition for the current quarter.
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
(2,131)
3,892

Deferred tax
 8,185
8,500

Total
6,054
12,392

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

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 RM100 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, Two CP of RM 30 million each were issued on 02 September and 28 October 2005 respectively, and the proceeds of which were used to finance the capital expenditure.
22. GROUP BORROWINGS AND DEBT SECURITIES

Group borrowings as at 31 December 2005 are as follows:-

(a) Securities on banks’ borrowings were corporate guarantees and negative pledge.
(b) (i) Short-term borrowings

RM’000

Unsecured :


  Bank overdraft
-

  Bankers acceptance
29,814

  Revolving credit
24,000

  Trust receipts
15,027

  Commercial papers
           60,000

  Bond
40,000

Total
168,841

(ii) Hire-purchase creditors

Secured


  Repayments due within 12 months
                  19

  Repayments after 12 month
                 306                    

Total
325

(iii) Long-term borrowings

Unsecured


  Bonds
           60,000

  Less Deferred expenses
          (3,050)

Total
         56,950

The above hire-purchase creditors included those of the overseas’ subsidiaries that were denominated in foreign currency as follows :-

Australian Dollar : AUD 114,035.00

23. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

Off balance sheet financial instruments as at 17 February 2006 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 RM12.1 million, and

(b) It was issued to the Royal Custom of Malaysia, Immigration Department 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 RM1.2 million, and

(b) It is for the purchase of machinery with payment terms of at sight 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 second (2nd) writ of summons on 9th July 2004, as a co-defendant, by a customer claiming damages and losses for allegedly committing a tort of malicious prosecution or tort of abuse of process of court, namely presenting a winding-up petition against the said customer’s company for failure to settle a debt due to WHM.

On the 24th August 2005, the Deputy Registrar of the High Court has allowed WHM’s application to strike out the suit filed by the Plaintiff, with costs.
However, the Plaintiff has filed a Notice of Appeal To Judge in Chambers and the Judicial Commissioner has directed written submissions to be filed by the respective parties. The Court has fixed 12 March 2006 for mention so as to ensure all written submissions have been filed before a decision date will be fixed.

25. DIVIDEND
The Board has recommended a 2% 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  8 sen per share.

26. EARNINGS PER SHARE

The basic earnings per share for the current quarter is 2.96 sen.

It was computed by dividing the net profit of current quarter of RM7.0 million by the weighted average number of ordinary shares in issue of 235.4 million, excluding treasury shares held by the company.
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