Shangri-La Hotels (Malaysia) Berhad 

(10889-U)

(Incorporated in Malaysia)

ANNOUNCEMENT OF UNAUDITED CONSOLIDATED RESULTS

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2002


Notes Required under Paragraph 16 of MASB 26

A1 
Accounting Policies 

The quarterly consolidated financial statement has been prepared in accordance with MASB 26 - Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Kuala Lumpur Stock Exchange, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2001.

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

A2
Audit Report of the Group’s preceding annual Financial Statements 

There was no qualification in the audit report of the Group’s financial statements for the year ended 31 December 2001.

A3
Seasonal or Cyclical Factors

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

A4
Unusual Items affecting Assets, Liabilities, Equity, Net Income, or Cash Flows

· Property, plant & equipment and Hotel properties

The increase in property, plant and equipment of RM121.0 million and hotel properties of RM108.0 million are due mainly to the consolidation of the fixed assets of Pantai Dalit Group, which became a subsidiary in late January 2002 explained under note A11, and the acquisition of assets under the on-going major renovation programme of Shangri-La Hotel Kuala Lumpur.

· Group borrowings

The increase of RM145.0 million is due mainly to the consolidation of borrowings in Pantai Dalit Group, and the borrowings used to finance the major renovation programme at Shangri-La Hotel Kuala Lumpur and the acquisition of an additional 25% equity interest in Pantai Dalit Group.

A5
Material Changes in Estimates

There were no changes in estimates of amounts reported in prior quarters of the current financial year or changes in estimates of amounts reported in prior financial years, which have a material effect in the current quarter.

A6
Debt and Equity Securities

There were no issuances and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period ended 30 September 2002.
A7
Dividends paid

A final dividend of 3.0 sen or 3.0% per share less tax at 28% amounting to RM9.504 million for the year ended 31 December 2001 was paid on 6 June 2002.

Notes Required under Paragraph 16 of MASB 26      (cont’d)

A8
Segmental Reporting


The segmental analysis of the Group’s revenue and results for the nine (9) months period ended 30 September 2002 are as set out below.


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


Segment Revenue 







Revenue from external customer
161,683
9,968
932
0
172,583


Inter-segment revenue
0
1,428
2,018
(3,446)
0


Total revenue
161,683
11,396
2,950
(3,446)
172,583










Segment Results  







Operating profit
6,678
5,842
350
0
12,870


Interest expense
(3,982)
(2)
(172)
797
(3,359)


Interest income
602
252
8
(797)
65


Share of results of associated companies
(3,750)
0
947
0
(2,803)


(Loss)/Profit before taxaxation
(452)
6,092
1,133
0
6,773

A9
Valuation of Property, Plant & Equipment and Hotel Properties

The valuations of land and buildings, and hotel properties of the Group have been brought forward, without amendments from the annual financial statements for the year ended 31 December 2001, except for the valuation of land and buildings and hotel properties of Pantai Dalit Group.

A10
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 30 September 2002 and the date of this report that would materially affect the results of the Group for the nine (9) months period ended 30 September 2002.

A11
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.  There is no material effect of the acquisition to the quarterly financial statement for the financial period under review.

A12
Changes in Contingent Liabilities or Contingent Assets

There are no changes in the contingent liabilities or assets of the Group since the last annual balance sheet date as at 31 December 2001 to the date of this report.

A13
Capital Commitments

Capital commitments for property, plant and equipment, hotel properties and investment properties not provided for in the quarterly financial statement as at 30 September 2002 are as follows :-




RM’000


Authorised and contracted for

39,681


Authorised but not contracted for

31,759




71,440

Notes Required under Paragraph 16 of MASB 26      (cont’d)

A14
Related Party Transactions


9 months ended 30.9.2002


RM’000

Transactions with associates

Loans granted to Shangri-La Yangon Company Ltd and Traders Yangon Company Ltd,
7,106

associated companies in Myanmar, held via Madarac Corporation, the Group’s

wholly-owned subsidiary incorporated in the British Virgin Islands. 

Transactions with a subsidiary of the ultimate holding company 

Management, marketing and reservation fees, and Project management fees paid to 
5,763

Shangri-La International Hotel Management Ltd, a wholly-owned subsidiary of 

Shangri-La Asia Limited.


Transactions with companies in which Mdm Kuok Oon Kwong and Mr Kuok Khoon Ho, 

Directors of the Company, have indirect financial interests
 

Insurance premium paid to Jerneh Insurance Berhad
2,036

Notes Required BY the KLSE listing requirements - PART a OF APPENDIX 9b

B1 
Review of Results for Financial Year-To-Date 30 September 2002 compared with that of the Corresponding Nine (9) months period ended 30 September 2001

Group revenue for the nine months ended 30 September 2002 was RM172.583 million and included the revenue contributions from Rasa Ria and Dalit Bay Golf in Sabah, which became subsidiaries in late January 2002.  Group pre-tax profit was RM6.773 million versus RM27.310 million for the same period in 2001.


The decrease in the Group’s profitability primarily reflects the decline in the operating performance at the two Group resorts namely Rasa Sayang and Rasa Ria owing to the significant decreases in both rooms and in food and beverage revenues.  Also, Shangri-La Hotel Kuala Lumpur has seen a steep reduction in business levels due to the impact of its ongoing extensive renovation programme. For Shangri-La Hotel Penang, decreasing corporate travel and competitive pressures resulted in a further reduction in revenue.


Additionally, UBN Tower and UBN Apartments, the Group’s investment properties in Kuala Lumpur suffered further drops in their occupancy levels in line with the generally weak property rental market.  However, Golden Sands improved its operating performance as its renovated rooms enabled it to produce higher profits over last year.


Higher interest charges also contributed to the lower profitability registered by the Group.  Interest expense charged to the profit and loss account in the first nine months of 2002 was RM3.359 million against RM0.189 million due to the consolidation of borrowings in Pantai Dalit and higher debt levels to finance the Group’s investment and renovation programmes.


The Group’s share of losses in associated companies increased from RM0.926 million to RM2.803 million for the 9-month period ended 30 September 2002 and relates to Traders Hotel Yangon.  The Group’s share of losses are higher because the results of Rasa Ria were consolidated when it became a subsidiary in late January 2002 following the acquisition of a further 25% equity interest in Pantai Dalit.  Johdaya Karya, in which the Group has a 30% stake, made a satisfactory profit increase for the period under review.
B2
Comparison of 3rd Quarter Results ended 30 September 2002 with that of the Preceding Quarter ended 30 June 2002

Group revenue for the 3rd quarter ended 30 September 2002 of RM71.429 million was RM19.109 million higher than the revenue of RM52.320 million recorded for the 2nd quarter ended 30 June 2002.  Correspondingly, a pre-tax profit of RM10.404 million was achieved for the 3rd quarter of 2002 compared to a pre-tax loss of RM3.721 million in the 2nd quarter of 2002.


The improved results were largely contributed by the stronger operating performance of the Group’s resorts in Penang and Sabah.  Occupancy levels and average room rates at all Group resorts registered good growth due to more favourable market conditions as compared to the depressed conditions prevailing in the 2nd quarter of 2002.  In addition, Shangri-La Hotel Kuala Lumpur experienced revenue growth of about 37% as it continues to benefit from the newly renovated food and beverage outlets and several guestroom floors that have reopened for business.  As a result, the hotel achieved a profit of RM2.969 million, reflecting a turnaround from the second quarter’s loss of RM1.360 million.  Results at Shangri-La Hotel Penang, however declined further due to weaker levels of corporate demand.


UBN Tower and UBN Apartments, the Group’s investment properties in Kuala Lumpur showed a slight increase in their contributions to Group profit within what has remained a sluggish market.

Notes Required BY the KLSE listing requirements - PART a OF APPENDIX 9b      (cont’d)

B3
Prospects for 2002

Trading conditions in the Group’s hotel and property rental markets are expected to remain subdued for the remainder of the year due to continued global economic uncertainty and the difficulties surrounding the hotel industry.


Against this background, the Directors expect the Group’s operating results for the whole of 2002 to be profitable, but they are likely to be significantly lower compared to the profit achieved in 2001 of RM21.701 million (without the provisions of RM36.049 million made in 2001 for the diminution in value of the Group’s investments in Myanmar).

B4
Variance on Forecast Profit / Profit Guarantee
Not applicable.
B5
Taxation


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


3 months ended
9 months ended


30.9.2002
30.9.2001
30.9.2002
30.9.2001


RM’000
RM’000
RM’000
RM’000

Current taxation





-
Company and subsidiaries

1,698

2,271

3,142

7,669

-
Associated companies

0

24

0

47







Deferred taxation

0

0

0

0

(Over)/Under provision in prior years






-
Company and subsidiaries

(11)

(985)

(13)

(985)

-
Associated companies

0

(85)

0

 (85)



1,687

1,225

3,129

6,646

The effective tax rate for the nine (9) months period ended 30 September 2002 is higher than the statutory rate due to certain subsidiaries and associates posting pre-tax losses during the period.

B6
Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments and/or properties during the nine (9) months period ended 30 September 2002.

Notes Required BY the KLSE listing requirements - PART a OF APPENDIX 9b      (cont’d)

B7
Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the nine (9) months period ended 30 September 2002.

(b)
There were no investments in quoted securities as at 30 September 2002.

B8
Status of Corporate Proposals 
There were no corporate proposals as at the date of this report.

B9
Group Borrowings and Debt Securities


The Group borrowings as at 30 September 2002 comprise the following :-



Short Term
Long Term
Total



RM’000
RM’000
RM’000








Secured
0
0
0








Unsecured
*    82,052
68,317
150,369















82,052
68,317
150,369







*
Amounts drawndown include USD2.080 million from an off-shore bank in Labuan.


There were no debt securities in the current financial period.

B10
Off Balance Sheet Financial Instruments

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

B11
Changes in Material Litigation

There was no material litigation pending as at the date of this report.
B12
Dividend
An interim dividend of 3.0 sen or 3.0% per share less tax at 28% amounting to RM9.504 million for the year ending 31 December 2002 (2001 : 3.0 sen or 3.0% per share less tax at 28%) was paid on 14 October 2002.  

No interim dividend is declared for the quarter under review.

Notes Required BY the KLSE listing requirements - PART a OF APPENDIX 9b      (cont’d)

B13
Earnings per Share 

Basic Earnings per Share

The basic earnings per ordinary share for the financial period ended 30 September 2002 has been calculated as follows :-



3 months ended
9 months ended



30.9.2002
30.9.2001
30.9.2002
30.9.2001


Net profit attributable to ordinary shareholders   (RM’000)
8,617
7,952
3,552
20,279


No. of ordinary shares in issue   (‘000)
440,000
440,000
440,000
440,000


Basic Earnings Per Share   (Sen)
1.96
1.81
0.81
4.61

Diluted Earnings per Share

Not applicable.

Kuala Lumpur
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21 November 2002



Rozina Mohd Amin







Company Secretary

