Shangri-La Hotels (Malaysia) Berhad 

(10889-U)

(Incorporated in Malaysia)

ANNOUNCEMENT OF AUDITED CONSOLIDATED RESULTS

FOR THE FOURTH QUARTER AND FINANCIAL YEAR ENDED 31 DECEMBER 2003


Notes Required under Paragraph 16 of MASB 26

A1 
Accounting Policies 


Other than described below, the Group has applied the same accounting policies and methods of computation in the financial statements for the current reporting period compared with the audited financial statements of the Group for the year ended 31 December 2002.  The financial statements of the Group for the current reporting period have been prepared in accordance with MASB Standard 26 – Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Malaysia Securities Exchange Berhad, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2002.

With effect from 1 January 2003, the Group changed its accounting policy with respect to the treatment of deferred taxation in order to conform with the requirements of MASB Standard 25 – Income Taxes, which has become effective for financial periods beginning on or after 1 July 2002.  The adoption of MASB Standard 25 – Income Taxes has been dealt with by way of a prior year adjustment, which has given rise to a reduction in shareholders' funds as at 31 December 2002 amounting to RM50.709 million.  Consequently, the net tangible assets per share of the Group have reduced from RM2.71 to RM2.59. The effect of adopting MASB Standard 25 – Income Taxes is summarised in the Statement of Changes in Equity.  Certain comparative figures have been restated to take into account the requirements of MASB Standard 25 – Income Taxes.

In 2003, the Group has also adopted MASB Standard 27 – Borrowing Costs and MASB Standard 29 – Employee Benefits. The adoption of MASB Standards 27 and 29 has no effect on the profit and shareholders’ funds as the Group was already following the accounting principles in these standards.

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 2002.

A3
Seasonal or Cyclical Factors

The business operations of the Group have not been affected by any material seasonal or cyclical factors during the financial year ended 31 December 2003.

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

There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group during the financial year under review.

A5
Material Changes in Estimates

There were no changes in estimates of amounts reported in prior interim periods or changes in estimates of amounts reported in prior financial years, which have a material effect on the results of the current quarter under review.

A6
Debt and Equity Securities

There were no issuance 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 year ended 31 December 2003.
Notes Required under Paragraph 16 of MASB 26

A7
Dividends paid

A final dividend of 3.0 sen or 3.0% per share less tax at 28% for the financial year ended 31 December 2002 amounting to RM9.504 million was paid on 12 June 2003.  An interim 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 2003 was paid on 14 November 2003.  

A8
Segmental Reporting


The segmental analysis of the Group’s revenue and results for the financial year ended 31 December 2003 is set out below.


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


Segment Revenue 







Revenue from external customer
239,027
13,123
1,069
0
253,219


Inter-segment revenue
24,250
1,945
2,443
(28,638)
0


Total revenue
263,277
15,068
3,512
(28,638)
253,219










Segment Results  







Operating profit
50,286
7,313
527
(24,250)
33,876


Interest expense
(8,018)
(50)
(478)
1,150
(7,396)


Interest income
866
318
29
(1,149)
64


Share of results of associated companies
(3,652)
0
1,818
0
(1,834)


Profit before taxation
39,482
7,581
1,896
(24,249)
24,710

A9
Valuation of Group’s Hotel Properties, Land and Buildings


In accordance with the Group’s accounting policy, the Group’s hotel properties, land and buildings were revalued by WM Malik & Kamaruzaman, a firm of independent professional valuers as at 31 December 2003 on an open market basis for existing use.


The valuations of the Group’s hotel properties, land and buildings have been brought forward, without amendments from the previous annual financial statements.

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 31 December 2003 and the date of this report that would materially affect the results of the Group for the financial year ended 31 December 2003.
A11
Changes in the Composition of the Group

In August 2003, the Company announced that Madarac Corporation (“Madarac”), its wholly-owned subsidiary incorporated in the British Virgin Islands together with the other shareholders of Traders Yangon Co. Ltd (“TYCL”) and Traders Square Co. Ltd (“TSCL”) had entered into a Conditional Deed of Sale & Purchase Agreement (“the Agreement”) with The Myanmar Fund Limited (“MFL”) and the Liquidators of MFL.  MFL, a shareholder of TYCL and TSCL, holding 5.56% equity interest each in TYCL and TSCL went into liquidation in December 1997.  SHMB through Madarac, holds 22.22% equity interest each in TYCL and TSCL.

Notes Required under Paragraph 16 of MASB 26

A11
Changes in the Composition of the Group (…continued)

Pursuant to the Agreement, MFL agreed to transfer all their 5.56% equity interest each in TYCL and TSCL and to assign their shareholders’ loans extended to TYCL and TSCL to all the other shareholders of TYCL and TSCL in proportion to their respective shareholdings.  In consideration thereof, MFL would be released from all their outstanding and future obligations to contribute to TYCL and TSCL, whether by way of shareholders’ loans, equity or otherwise. The transfer of shares covered by the Agreement was conditional upon receipt of approval being obtained from The Myanmar Investment Commission (“MIC”) by 31 January 2004.  


As MIC’s approval was not received by the deadline of 31 January 2004 provided in the Agreement, the shareholders of TYCL and TSCL and the Liquidators of MFL decided to waive the condition precedent in the Agreement relating to the receipt of the approval from MIC. Subsequently, the sale of MFL’s shares in TYCL and TSCL was completed on 31 January 2004 and MFL, with the consent of the Liquidators, had assigned their shareholders' loans extended to TYCL and TSCL and all rights in relation thereto to the shareholders of TYCL and TSCL by a Deed of Assignment. With the completion of the Agreement, Madarac’s beneficial interest in each of TYCL and TSCL has increased to 23.53% and 23.56% respectively but its legal and registered shareholding interests in each of TYCL and TSCL remain unchanged at 22.22%. The registration of the share transfers and therefore the increase in the legal and registered shareholding interests in TYCL and TSCL shall only be effected upon the receipt of the approval from MIC.

A12
Changes in Contingent Liabilities or Contingent Assets


There have been no changes in the contingent liabilities or assets of the Group since the last annual balance sheet date as at 31 December 2002 to the date of this report.

A13
Capital Commitments

Capital commitments for property, plant and equipment, hotel properties and investment properties not provided for as at 31 December 2003 are as follows: -




RM’000


Authorised and contracted for

1,839


Authorised but not contracted for

38,987




40,826

A14
Related Party Transactions
Year ended 31.12.2003


RM’000

Transactions with associates

Loans to Shangri-La Yangon Company Ltd, an associated company in
303

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 consultancy fees to
7,455

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

Shangri-La Asia Limited.

Notes Required under Paragraph 16 of MASB 26

A14
Related Party Transactions (…continued)
Year ended 31.12.2003


RM’000

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

Directors of the Company, have indirect financial interests
-
Insurance premium to Jerneh Insurance Berhad
2,007

-
Insurance premium to Jerneh Insurance (HK) Ltd
403

-
Project management fees to PPB Hartabina Sdn Bhd
226

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

B1
Review of Group Results Full Year 2003 vs Full Year 2002

Group revenue for the year ended 31 December 2003 rose 8% to RM253.219 million from RM233.547 million in 2002 due mainly to improved revenue contribution from Shangri-La Hotel Kuala Lumpur.  Group pre-tax profit for the year 2003 was RM24.710 million compared with RM5.769 million earned in the previous year.  The Group’s consolidated profit after tax attributable to shareholders was RM16.472 million, an increase of RM13.203 million from RM3.269 million recorded in 2002.  Overall, the improvement in the Group’s results was mainly attributable to higher earnings from Shangri-La Hotel Kuala Lumpur and the full effect of the cost reduction measures that had to be taken in the year at the Group’s hotels and resorts.


Within the Group’s hotel business, Shangri-La Hotel Kuala Lumpur delivered a strong performance reflecting the ongoing benefits of its extensive renovation programme.  The hotel’s revenue increased by almost RM27 million to RM105.721 million driven by a robust growth in business volumes in both rooms and food and beverage operations.  Room occupancy at the hotel improved to 65% from 56% in 2002 with average room rate rising by 15%.  Consequently, the hotel produced a profit of RM17.554 million compared with a reported loss of RM0.837 million in 2002.


Results at Rasa Ria Resort in Sabah also improved over 2002.  A strong upturn in leisure demand from the regional and domestic markets during the second half of 2003 enabled the resort to increase its occupancy from 55% in 2002 to 64%, which helped to achieve a 9% growth in overall revenue.  Additionally, Shangri-La Hotel Penang did well to report improved results in a challenging local market due to a steady improvement in demand for its newly renovated rooms coupled with lower operating costs.  The hotel’s occupancy increased to 55% from 51% last year with total revenues 6% ahead of 2002.


However, Rasa Sayang Resort and Golden Sands Resort in Penang had a disappointing year.  Their operating performances were heavily impacted by continuing uncertainty in the global economy and the effects of the war in Iraq and the SARS outbreak in the first half of 2003.  These factors caused a significant drop in visitor arrivals from their major long haul markets, and severely reduced occupancy levels and revenues at both resorts.  The biggest impact was felt at Rasa Sayang Resort, where occupancy declined by 10% to 50% and total revenues fell 16% to RM46.697 million, resulting in an operating loss of RM0.574 million for the year under review.


The Group’s investment properties in Kuala Lumpur faced weak levels of demand for much of the year in what has been a subdued trading climate in the property rental market.  Total combined revenue from UBN Tower and UBN Apartments decreased slightly from RM13.171 million in 2002 to RM13.123 million in 2003, whilst pre-tax profits dropped by 4% to RM7.581 million.


For 2003, share of results in associated companies recorded a lower net loss of RM1.834 million compared with RM3.065 million in 2002 due to improved operating results from Johdaya Karya and reduced losses at Traders Hotel Yangon.


The Group’s interest expense was RM7.396 million against last year’s of RM4.922 million.  This reflects higher debt levels due primarily to the additional loans drawn down to finance the major renovation programme at Shangri-La Hotel Kuala Lumpur.  Net debt at the year end amounted to RM194.041 million compared with RM171.285 million as at 31 December 2002.

Notes Required BY the MSEB listing requirements – PART a OF APPENDIX 9b

B2
Comparison of Group Results 4th Quarter 2003 vs 3rd Quarter 2003


Group revenue for the 4th quarter ended 31 December 2003 amounted to RM75.186 million, 6% better than the revenue of RM70.936 million reported in the 3rd quarter ended 30 September 2003.  This increase was attributable to higher revenues derived from the operations of the Group’s hotels and resorts, mainly driven by significant improvements in average room rates in the last three months of 2003.  However, as a result of higher interest expenses and depreciation charges, the consolidated profit before tax of the Group was reduced to RM11.070 million compared with RM11.497 million earned for the three months to 30 September 2003.



During the period under review, Shangri-La Hotel Kuala Lumpur has again performed well, achieving increases in both revenue and profit over the previous quarter ended 30 September 2003.  Total revenues at the hotel grew by 6% with profit up by 14% to RM6.601 million.  In Penang, while occupancy at Rasa Sayang Resort rose only slightly from 59% to 60%, the resort was however able to significantly grow its average room rate by 18% due to strong leisure business from the higher yield segments in the latter part of 2003.  Elsewhere, at Golden Sands Resort, Rasa Ria Resort and Shangri-La Hotel Penang, although some reductions in occupancy levels were experienced, the achieved room rates increased considerably, which contributed to an overall increase in revenues.


The total combined revenue and pre-tax profit from the Group’s investment properties in Kuala Lumpur remained substantially unchanged from the 3rd quarter ended 30 September 2003 due to continued softness in the property rental market.

B3
Prospects for 2004


Looking ahead, the overall prospects for Shangri-La Hotel Kuala Lumpur remain positive.  The hotel is expected to deliver further growth in 2004 as it continues to capitalise on its already strong market position and from a much improved product.


At the same time, Rasa Ria Resort in Sabah and Shangri-La Hotel Penang should also benefit from improving demand but are likely to face stiffer price competition. The operations of the Group’s resorts in Penang will remain challenging. 


Notwithstanding the better economic and business outlook, trading conditions in the property rental market in Kuala Lumpur are expected to remain soft in the course of 2004.

B4
Variance on Profit Forecast / Profit Guarantee
Not applicable.

Notes Required BY the MSEB listing requirements – PART a OF APPENDIX 9b

B5
Taxation


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


3 months ended
12 months ended


31.12.2003
31.12.2002
31.12.2003
31.12.2002


RM’000
RM’000
RM’000
RM’000

Current taxation





-
Company and subsidiaries
653
373
4,033
3,515

-
Associated companies
220
440
617
440







Deferred taxation
655
701#
3,647
1,964#

(Over)/Under provision in prior years





-
Company and subsidiaries
(789)
(3,018)
(801)
(3,031)

-
Associated companies
0
0
0
0


739
(1,504)#
7,496
2,888#

# The comparative figures have been restated to reflect the adoption of MASB Standard 25 – Income Taxes.


The effective tax rate for the year ended 31 December 2003 is higher than the statutory tax rate due to certain expenses not deductible for income tax purposes, deferred tax provisions mainly in respect of hotel properties and pre-tax losses of certain companies which cannot be off set against the taxable profits of other companies

B6
Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments and/or properties during the financial year ended 31 December 2003.

B7
Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the financial year ended 31 December 2003.

(b)
There were no investments in quoted securities as at 31 December 2003.

B8
Status of Corporate Proposals 
There were no corporate proposals and no unutilised proceeds raised from any corporate proposals as at the date of this report.

B9
Group Borrowings and Debt Securities


The Group borrowings as at 31 December 2003 comprise the following: -



Short Term
Long Term
Total



RM’000
RM’000
RM’000








Secured
0
0
0








Unsecured
*103,490    
99,831
203,321















103,490
99,831
203,321







*
Amounts drawndown include USD4.930 million from an offshore bank in Labuan.


There were no debt securities in the financial year ended 31 December 2003.

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

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



The Directors are recommending a final dividend of 3.5% or 3.5 sen per share less tax of 28% (2002: final dividend of 3.0% or 3.0 sen per share less tax of 28%) in respect of the financial year ended 31 December 2003 for approval by shareholders at the forthcoming Annual General Meeting of the Company to be held on Friday, 21 May 2004.



This proposed final dividend, together with the interim dividend of 3.0% or 3.0 sen per share less tax of 28% paid on 14 November 2003, will give a total dividend of 6.5% or 6.5 sen less tax at 28%, amounting to RM20.592 million for the financial year ended 31 December 2003 (2002: 6.0% or 6.0 sen less tax of 28%, amounting to RM19.008 million), an increase of 0.5% on last year.  Subject to shareholder approval, the final dividend is payable on Friday, 18 June 2004.


NOTICE IS HEREBY GIVEN that the final dividend will be payable to shareholders whose names appear in the Record of Depositors on Friday, 28 May 2004.


A Depositor shall qualify for entitlement to the dividend only in respect of: -


(i)
Shares transferred into the Depositor’s securities account before 4.00 p.m. on Friday, 28 May 2004 in respect of transfers.


(ii)
Shares bought on the Malaysia Securities Exchange Berhad on a cum entitlement basis according to the Rules of the Malaysia Securities Exchange Berhad.

B13
Earnings per Share 

The basic earnings per ordinary share for the financial year ended 31 December 2003 has been calculated as follows: -



3 months ended
12 months ended



31.12.2003
31.12.2002
31.12.2003
31.12.2002


Net Profit attributable to ordinary shareholders   (RM’000)
9,750
859#
16,472
3,269#


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


Basic Earnings Per Share (Sen)
2.22
0.20#
3.74
0.74#

# The comparative figures have been restated to reflect the adoption of MASB Standard 25 – Income Taxes.

Diluted Earnings per Share

Not applicable.

Kuala Lumpur





By Order of the Board



25 February 2004



Rozina Mohd Amin







Company Secretary

