Shangri-La Hotels (Malaysia) Berhad 

(10889-U)

(Incorporated in Malaysia)

ANNOUNCEMENT OF UNAUDITED CONSOLIDATED RESULTS

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2004


Notes Required under Paragraph 16 of MASB 26

A1 
Accounting Policies 


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 2003.  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 Bursa Malaysia Securities Berhad (“Bursa Malaysia”), and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2003.

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 2003.

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 period ended 30 September 2004.

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


(
Hotel Properties and Asset Revaluation Reserve
On 28 September 2004, the Board of Directors of SHMB announced its decision to close Rasa Sayang Resort for a major redevelopment and repositioning exercise to ensure its long term survival. The Resort will cease its business operation and close from 1 December 2004 for a period of approximately 18 to 24 months, and thereby necessitating the unavoidable retrenchment of employees.


The impairment of assets relating to the hotel building arising from the major redevelopment of Rasa Sayang is estimated to be about RM33.200 million. This impairment has been charged against the Asset Revaluation Reserve of Rasa Sayang and gave rise to a reduction in the Group’s Asset Revaluation Reserve from RM448.055 million as at 31 December 2003 to RM414.855 million.


Correspondingly, the carrying value of the Group’s Hotel Properties have reduced from RM921.383 million as at 31 December 2003 to RM888.183 million.


(
Exceptional Items


The exceptional items relating to the cessation of business and closure of Rasa Sayang to be charged to the Group’s income statement for the year ending 31 December 2004 is estimated to be about RM15.300 million.  The exceptional items relate to the write off of certain assets and retrenchment payouts.

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 financial statements for the third quarter ended 30 September 2004.
Notes Required under Paragraph 16 of MASB 26

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 period ended 30 September 2004.
A7
Dividends paid

A final dividend of 3.5 sen or 3.5% per share less tax at 28% for the financial year ended 31 December 2003 amounting to RM11.088 million was paid on 18 June 2004. 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 period ended 30 September 2004 is set out below.


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


Segment Revenue 







Revenue from external customer
235,492
9,787
775
0
246,054


Inter-segment revenue
0
1,431
2,266
(3,697)
0


Total revenue
235,492
11,218
3,041
(3,697)
246,054










Segment Results  







Operating profit
48,697
5,874
608
0
55,179


Interest expense
(4,870)
(7)
(537)
550
(4,864)


Interest income
375
254
37
(550)
116


Share of results of associated companies
(2,579)
0
1,786
0
(793)


Profit before taxation
41,623
6,121
1,894
0
49,638

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 except as disclosed in Note A4.

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 2004 and the date of this report that would materially affect the results of the Group for the financial period ended 30 September 2004.
Notes Required under Paragraph 16 of MASB 26

A11
Changes in the Composition of the Group

There were no changes in the composition of the Group during the financial period ended 30 September 2004 except as disclosed below.


The transfer of Myanmar Fund Limited’s (“MFL”) 5.56% equity interest each in Traders Yangon Co. Ltd (“TYCL”) and Traders Square Co. Ltd (“TSCL”), and the assignment of its shareholders’ loans extended to TYCL and TSCL to the other shareholders of TYCL and TSCL in proportion to their existing shareholdings were completed on 31 January 2004. 


On 26 May 2004, approval for the transfer of MFL’s shares in TYCL and TSCL was received from the Myanmar Investment Committee. Thereafter, the registration of the share transfers was effected on 22 June 2004. Consequently, Madarac Corporation’s (SHMB’s wholly owned BVI subsidiary) registered shareholding interests of 22.22% each in TYCL and TSCL have increased to 23.53% and 23.56% respectively.

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 2003 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 statements as at 30 September 2004 are as follows: -




RM’000


Authorised and contracted for

5,052


Authorised but not contracted for

95,025




100,077

A14
Related Party Transactions
 9 months ended 30.09.2004


RM’000

Transactions with subsidiaries of the ultimate holding company 

Management, marketing and reservation fees to Shangri-La International
7,410

Hotel Management Ltd and Shangri-La International Hotel Management Pte Ltd,

wholly-owned subsidiaries of Shangri-La Asia Limited.

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
1,792

-
Insurance premium to Jerneh Insurance (HK) Ltd
326

-
Project management fees to PPB Hartabina Sdn Bhd
137

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

B1
Review of Group Results Nine Months 2004 vs Nine Months 2003
Group revenue for the nine months ended 30 September 2004 was RM246.054 million, an increase of RM68.021 million from RM178.033 million recorded in the corresponding period in 2003.  In line with increased revenue, Group pre-tax profit rose by RM35.998 million from RM13.640 million in the previous year to RM49.638 million.  The Group’s consolidated profit after tax attributable to shareholders was RM36.615 million compared with RM6.722 million in 2003.  The improved results were largely contributed by the stronger operating performances of the Group hotels and resorts, mainly as a result of significantly higher occupancy rates.

Shangri-La Hotel Kuala Lumpur continued to enjoy strong business volumes in both rooms and food and beverage operations.  Overall, the hotel increased its total revenues by 31% to RM97.659 million and achieved an occupancy rate of 77%, up from 61% in 2003.

Rasa Ria Resort in Sabah also produced a strong performance, buoyed by robust leisure demand from Australia and the domestic market.  Occupancy rate at the resort reached 81% from 60% in 2003 and total revenues amounted to RM33.825 million, an increase of 63% over the same period last year.

In Penang, Rasa Sayang Resort and Golden Sands Resort also performed better with increases in occupancy helped by a resurgence in visitor arrivals from their key regional and long haul markets.  Rasa Sayang’s occupancy rose from 48% in 2003 to 68%, while room occupancy at Golden Sands was 78% compared to 55% last year.  At Shangri-La Hotel Penang, increased business travel enabled the hotel to achieve an improved occupancy rate of 71% against 52% in 2003, and this resulted in a 31% increase in total revenues to RM22.486 million.

On the other hand, the Group’s investment properties in Kuala Lumpur saw flat revenues reflecting the continuing soft trading conditions in the property rental market.  The combined total rental revenue from UBN Tower and UBN Apartments was RM11.218 million compared with RM11.212 million in 2003.

In the period under review, the Group’s share of results in associated companies recorded a lower net loss of RM0.793 million versus RM1.476 million in the comparable period last year owing to higher profits from Johdaya Karya and reduced losses at Traders Hotel Yangon.

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

B2
Comparison of Group Results 3rd Quarter 2004 vs 2nd Quarter 2004

For the third quarter ended 30 September 2004, Group revenue of RM91.062 million was RM16.772 million or 23% higher than the revenue of RM74.290 million reported in the second quarter ended 30 June 2004.  Correspondingly, a pre-tax profit of RM22.551 million was achieved compared with RM11.168 million earned in the three months ended 30 June 2004.  The Group’s consolidated profit after tax attributable to shareholders was RM19.111 million, up RM12.008 million from the preceding quarter’s profit of RM7.103 million.


The Group’s performance for the period was boosted by a strong improvement in occupancy levels coupled with healthy increases in the average room rates across the Group hotels and resorts.  In particular, Shangri-La Hotel Kuala Lumpur, Rasa Ria Resort and Golden Sands Resort experienced significant demand and reported good occupancy levels of well above 85% for the three months to 30 September 2004.


The operating results of the Group’s investment properties were largely unchanged compared to the second quarter ended 30 June 2004 in lackluster market conditions.

B3
Prospects for 2004


The Group’s hotel business is well poised to benefit from the improvements in the trading environment, which are expected to continue into the last quarter of 2004.


In late September 2004, decision was taken by the Board of Directors to embark upon a major redevelopment and repositioning exercise for Rasa Sayang to ensure its long-term survival. The resort will cease its business operations and close from 1 December 2004 for a period of approximately 18 to 24 months to enable the redevelopment to be effected, and thereby necessitating the unavoidable retrenchment of employees.


Overall, notwithstanding the costs associated with the closure of Rasa Sayang and barring unforeseen circumstances, the Group anticipates its full year results for 2004 to record a significant improvement over 2003.

B4
Variance on Profit Forecast / Profit Guarantee
Not applicable.

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

B5
Taxation


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


3 months ended
9 months ended


30.09.2004
30.09.2003
30.09.2004
30.09.2003


RM’000
RM’000
RM’000
RM’000

Current taxation





-
Company and subsidiaries
(563)
1,113
6,668
3,380

-
Associated companies
206
397
539
397







Deferred taxation
2,888
1,845
3,876
2,992

(Over)/Under provision in prior years





-
Company and subsidiaries
0
0
(31)
(12)

-
Associated companies
0
0
0
0


2,531
3,355
11,052
6,757


The lower effective tax rate in the nine (9) months period ended 30 September 2004 was due mainly to the availability of Investment Tax Allowances (“ITA”) for Shangri-La Hotel Kuala Lumpur and Golden Sands Resort.  The ITA tax incentives were granted in respect of the modernisation and renovation projects undertaken by the hotels in the Years 2000 to 2003.

B6
Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments and/or properties during the financial period ended 30 September 2004.

B7
Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the financial period ended 30 September 2004.

(b)
There were no investments in quoted securities as at 30 September 2004.

B8
Status of Corporate Proposals 
On 1 June 2004, it was announced that the Company together with Shangri-La Hotel Limited, Kuok Brothers Sdn Bhd, Lee Rubber (Selangor) Sdn Bhd, Majlis Bandaraya Johor Bahru and Merit Properties Sdn Bhd, had entered into a Conditional Sale & Purchase Agreement on 31 May 2004 with Reco City Square JB Sdn Bhd, a nominee of Government of Singapore Investment Corporation to dispose of the Company’s entire 30% equity interest comprising 16,200,000 ordinary shares of RM1.00 each fully paid-up in Johdaya Karya Sdn Bhd for a total cash consideration of RM39.366 million or RM2.43 per share (“Proposed Disposal”), based upon the terms and conditions as stipulated in the said Conditional Sale & Purchase Agreement.  


The Proposed Disposal is conditional upon, inter alia certain conditions precedent and the approval of all relevant regulatory authorities.  The completion of this Proposed Disposal is expected to be sometime in the 1st half of 2005.

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

B9
Group Borrowings and Debt Securities


The Group borrowings as at 30 September 2004 comprise the following: -



Short Term
Long Term
Total



RM’000
RM’000
RM’000








Secured
0
0
0








Unsecured
*90,476    
77,194
167,670















90,476
77,194
167,670







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


There were no debt securities in the current financial period under review.

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 ordinary share less tax at 28% in respect of the financial year ending 31 December 2004 was declared on 23 August 2004 payable on Wednesday, 17 November 2004.

No interim dividend has been declared for the quarter ended 30 September 2004.

B13
Earnings per Share 

The basic earnings per ordinary share for the nine (9) months ended 30 September 2004 has been calculated as follows: -



3 months ended
9 months ended



30.09.2004
30.09.2003
30.09.2004
30.09.2003


Net Profit attributable to ordinary shareholders   (RM’000)
19,111
7,548
36,615
6,722


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


Basic Earnings Per Share (Sen)
4.34
1.72
8.32
1.53

Diluted Earnings per Share

Not applicable.

Kuala Lumpur





By Order of the Board



9 November 2004



Rozina Mohd Amin







Company Secretary

