SHANGRI-LA HOTELS (MALAYSIA) BERHAD (10889-U)
(Incorporated in Malaysia)
ANNOUNCEMENT OF UNAUDITED CONSOLIDATED RESULTS

FOR THE FIRST QUARTER ENDED 31 MARCH 2002


NOTES

1 
Accounting Policies


The accounting policies and methods of computation applied on the quarterly financial statements are consistent with those applied for the annual financial statements of the Group for the year ended 31 December 2001.

2 
Exceptional Items


There were no exceptional items during the 3-month period ended 31 March 2002.

3 
Extraordinary Items

There were no extraordinary items during the 3-month period ended 31 March 2002.

4 
Taxation


The taxation charges of the Group for the period under review are as follows :-


Individual Quarter

Cumulative Quarter


Current Year Quarter 

Preceding Year Corresponding Quarter

Current Year To Date

Preceding Year Corresponding Period


31/3/02

31/3/01

31/3/02

31/3/01


RM'000

RM'000

RM'000

RM'000

Current taxation








-
Company and subsidiaries

281


3,464


281


3,464

-
Associated companies

0


0


0


0

Deferred taxation

0


0


0


0

(Over)/Under provision in prior years








-
Company and subsidiaries

0


0


0


0

-
Associated companies

0


0


0


0



281


3,464


281


3,464

5 
Profit on Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments and/or properties during the 3-month period ended 31 March 2002.

6 
Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the 3-month period ended 31 March 2002.


(b)
There were no investments in quoted shares as at 31 March 2002.

7 
Changes in the Composition of the Group
On 25 January 2002, the Company completed the acquisition of an additional 25% equity interest in Pantai Dalit Beach Resort Sdn Bhd (“PDBR”) from PPB Group Berhad for a cash consideration of RM28,687,500 or RM0.85 per PDBR share.  Upon completion, the Company’s effective interest in PDBR increased from 50% to 75% making PDBR a 75% direct subsidiary of the Company.

The acquisition of the additional 25% stake in PDBR resulted in a negative goodwill amounting to RM2.874 million on consolidation.

8 
Status of Corporate Proposals 
There were no corporate proposals as at the date of this report.

9 
Equity Structure

There were no issuance and repayment of debt or equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the 3-month period ended 31 March 2002.
10 
Group Borrowings


Group borrowings as at 31 March 2002 comprise the following :-



RM’000



Short Term





Secured
0




Unsecured
71,816
*



71,816








Long Term





Secured
0




Unsecured
37,920




37,920








Total Group Borrowings
109,736



*
Amounts drawndown include USD0.80 million from an off-shore bank in Labuan

11 
Contingent Liabilities

As at the date of this report, the Group’s contingent liabilities are as follows :-


Group


Madarac Corporation, the Company’s wholly-owned subsidiary incorporated in the British Virgin Islands had issued a proportionate Corporate Guarantee to Hongkong and Shanghai Banking Corporation Limited, Singapore in connection with the acceptance of a USD48.0 million Term Loan facility by Traders Yangon Company Limited, its 22.22% associated company incorporated in the Union of Myanmar.


Company


The Company has provided a Corporate Guarantee for an amount upto USD10.0 million to the UFJ Bank Limited, Labuan (formerly known as The Sanwa Bank Limited, Labuan) for the Revolving Credit facility of USD10.0 million granted to Madarac Corporation.

12 
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the date of this report.

13 
Material Litigation

There was no material litigation pending as at the date of this report.

14 
Segmental Reporting


The segmental analysis of the Group’s revenue and results for the 3-month period ended 31 March 2002, and assets employed as at 31 March 2002 are as set out below.


(All figures in RM’000)
Hotels & Resorts
Investment Properties
Others
Elimination
Consolidated Total


Segment Revenue 







Revenue from external customers
45,200
3,321
313
0
48,834


Inter-segment revenue
0
475
622
(1,097)
0


Total revenue
45,200
3,796
935
(1,097)
48,834










Segment Results  







Operating profit
(265)
2,033
103
0
1,871


Interest expense
(970)
0
(49)
318
(701)


Interest income
193
87
3
(260)
23


Share of results of associates
(1,411)
0
308
0
(1,103)


Profit before taxation
(2,453)
2,120
365
58
90










Segment Assets







Assets employed
1,223,030
373,419
10,445
(187,952)
1,418,942


Investment in associates
16,200
0
22,172
(680)
37,692


Total assets
1,239,230
373,419
32,617
(188,632)
1,456,634

15 
Comparison of First Quarter Results ended 31 March 2002 with that of the Preceding Quarter ended 31 December 2001

For the first quarter ended 31 March 2002, Group revenue increased by 24% to RM48.834 million from RM39.365 million in the preceding quarter ended 31 December 2001.  There were several factors that contributed to this increase.  Firstly, the Group’s city hotels and resorts fared better and saw increases in their average room rates and occupancy levels due to more favourable market conditions as compared to the difficult operating environment faced in the fourth quarter of 2001. The second contributing factor was the inclusion of revenues from Rasa Ria Resort and Dalit Bay Golf in Sabah, which became subsidiaries in January 2002.


The Group reported a pre-tax profit of RM0.09 million compared to a pre-tax loss of RM41.658 million recorded in the preceding quarter ended 31 December 2001.  It should be noted that the results in the preceding quarter included a provision of RM36.049 million for the diminution in value of the Group’s investments in Myanmar.  Without this provision, the Group’s pre-tax profit of RM0.09 million was up RM5.699 million against a pre-tax loss of RM5.609 million in the fourth quarter ended 31 December 2001.

16 
Review of Results for Financial Year-To-Date 31 March 2002 compared with that of the Corresponding Quarter ended 31 March 2001
Group revenue for the first quarter ended 31 March 2002 was RM48.834 million, a decrease of 23% from RM63.676 million in the corresponding period ended 31 March 2001.  As a consequence, the Group’s pre-tax profit reduced by RM12.429 million from RM12.519 million achieved in the same period in 2001 to RM0.09 million for the first quarter ended 31 March 2002.

The decrease in the Group’s profitability was due mainly to lower revenues from the Group’s hotel operations which experienced a significant weakening in demand and thereby suffered falls in both rooms and food and beverage sales. In particular, the operating results at Shangri-La Hotel Kuala Lumpur were affected by its major renovation programme which saw the closure of several guestrooms floors and four food and beverage outlets.  The Group’s rental revenue from UBN Tower and UBN Apartments also recorded a slight decline on account of lower occupancy levels and average rental rates.

Following the acquisition by the Company of a 25% additional equity interest in Pantai Dalit Beach Resort Sdn Bhd, Rasa Ria Resort in Sabah has been consolidated as a subsidiary.  As a result, the Group’s share of losses from associates for the 3 months ended 31 March 2002 is higher compared to the corresponding period in 2001.  The Group’s share of losses from associates for the 3 months ended 31 March 2002 amounted to RM1.103 million and relates to Traders Hotel Yangon.  The operating results of Johdaya Karya Sdn Bhd, the Group’s 30% associate in Johor Bahru were slightly ahead of the previous year.

17
Material Subsequent Event

In the opinion of the Directors there was no item or event of a material or unusual nature which has occurred between 31 March 2002 and the date of this report that would materially affect the results of the Group for the 3-month period ended 31 March 2002.

18 
Seasonal or Cyclical Factors

The business operations of the Group have not been affected by any material seasonal or cyclical factors.

19 
Prospects for 2002
The prevailing weak market conditions will continue to pose challenges for the Group’s business operations. The operating performance of the Group’s city hotels and resorts are unlikely to improve significantly as demand levels are expected to remain soft for the remaining months of 2002.  However, the Group expects a significant improvement in profit contribution from Golden Sands Resort as it should enjoy the benefit from its newly upgraded guestrooms.  Shangri-La Hotel Kuala Lumpur is expected to make weaker contribution to Group profits, as its performance will continue to be negatively impacted by its ongoing major renovation programme.  In line with the continuing weak outlook in the property rental market, the operating performance of the Group’s investment properties are expected to remain subdued for 2002.

20 
Variance on Forecast Profit / Profit Guarantee
Not applicable.

21 
Dividend

No interim dividend has been declared in the first quarter ended 31 March 2002.
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