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 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 year ended 31 December 2004.

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


(
Asset Revaluation Reserve and Hotel Properties
On 28 September 2004, the Board of Directors of SHMB resolved to embark upon a major redevelopment and repositioning exercise of Rasa Sayang Resort, which entails the closure of the Resort for an anticipated period of 18 to 24 months, and the consequential retrenchment of employees.  The Resort ceased operations and close from 1 December 2004.


The impairment of assets relating to the hotel building arising from the major redevelopment of Rasa Sayang amounting to RM33.200 million has been charged directly to the Group’s Asset Revaluation Reserve.  Correspondingly, the carrying value of the Group’s hotel properties as at 31 December 2004 has also been adjusted to reflect the impairment charge of RM33.200 million.


(
Exceptional Items


In addition, the closure of Rasa Sayang for major redevelopment resulted in a net charge of RM16.989 million relating to retrenchment costs and certain assets written off.  This net charge shown as exceptional items has been dealt with in the Group’s Income Statement for the year ended 31 December 2004.


(
Shareholders’ Funds


The Group’s shareholders’ funds as at the end of 2004 was RM1,113.2 million, a reduction of 2% from RM1,136 million in 2003.  In tandem, the net tangible assets per share reduced from RM2.58 to RM2.53 as at 31 December 2004 as a result of:


(a)
the impairment charge of RM33.200 million


(b)
the exceptional items of RM16.989 million

(c)
net dividends of RM20.592 million, partly offset by the net profit before exceptional items of RM47.930 million for 2004.

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 fourth quarter ended 31 December 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 year ended 31 December 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 2004 was paid on 17 November 2004.

A8
Segmental Reporting


The segmental analysis of the Group’s revenue and results for the financial year ended 31 December 2004 is set out below.


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


Segment Revenue 







Revenue from external customer
297,561
12,778
1,013
-     
311,352


Inter-segment revenue
25,205
1,972
2,840

(30,017)
-   


Total revenue
322,766
14,750
3,853

(30,017)
311,352










Segment Results  







Operating profit
59,478
7,365
620

(25,205)
42,258


Interest expense
(6,689)
(7)
(506)

684
(6,518)


Interest income
429
351
52

(684)
148


Share of results of associated companies
(3,380)
-
2,538

(842)


Profit before taxation
49,838
7,709
2,704

(25,205)
35,046

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 2004 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 for Rasa Sayang Resort, where its carrying value has been adjusted to reflect an impairment charge of RM33.200 million.

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 2004 and the date of this report that would materially affect the results of the Group for the financial year ended 31 December 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 year ended 31 December 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 as at 31 December 2004 are as follows: -




RM’000


Authorised and contracted for

4,090


Authorised but not contracted for

117,253




121,343

A14
Related Party Transactions
 Year ended 31.12.2004


RM’000

Transactions with subsidiaries of the ultimate holding company 

Management, marketing and reservation fees to Shangri-La International
9,418

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
2,190

-
Insurance premium to Jerneh Insurance (HK) Ltd
330

-
Project management fees to PPB Hartabina Sdn Bhd
288  

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

B1
Review of Group Results Full Year 2004 vs Full Year 2003

For the year 2004, the Group achieved revenues of RM311.352 million, an increase of RM58.133 million or 23% from RM253.219 million recorded in 2003.  Group profit before tax and exceptional items consequently registered a rise of over 110% to RM52.035 million compared with RM24.710 million in the previous year.

Exceptional items for 2004 amounted to RM16.989 million.  This pertains to certain assets written off and retrenchment costs arising from the cessation of business and closure of Rasa Sayang Resort on 1 December 2004 for major redevelopment and repositioning.  After taking into account the exceptional items, the Group ended the year with a profit before tax of RM35.046 million, 42% higher than the profit of RM24.710 million earned in 2003.  The Group’s consolidated profit after tax attributable to shareholders for the year ended 31 December 2004 was RM30.941million compared with RM16.472 million for the previous year.

Overall, the results in 2004 reflected the stronger performance of the Group’s hotels and resorts mainly attributable to significant improvements in occupancy levels.  The results also benefited from a reduced tax charge in 2004 due to the availability of tax incentives in certain subsidiaries and the reversal of tax provisions made in prior years.


Shangri-La Hotel Kuala Lumpur delivered another year of solid growth.  Increased business levels in both rooms and food and beverage operations enabled the hotel to record revenue growth of 20% to RM126.795 million.  The hotel’s occupancy rate went up to 74% from 65% in 2003.


In Sabah, performance at Rasa Ria Resort was robust with revenue up strongly by 48% to RM44.431 million.  The resort enjoyed buoyant leisure demand particularly from Australia and the domestic market.  This was reflected in a much higher occupancy of 79% against 64% in the prior year, with average room rate rising by 25%.


In Penang, Golden Sands Resort also saw higher occupancy levels supported by a rebound in leisure arrivals from key regional and long haul markets.  Occupancy at Golden Sands rose from 58% in 2003 to 79%, with average room rate improving slightly.  At Rasa Sayang Resort, an average occupancy of 59% was achieved from January to November 2004.  The operating results of Rasa Sayang in 2004 reflected only eleven months of operations following its closure from 1 December 2004 for an anticipated period of 18 to 24 months to enable a major redevelopment exercise of the Resort to be effected.  Total combined revenue from the two resorts grew by 23% over the previous year to RM92.861 million.
There was also an improved performance from Shangri-La Hotel Penang, helped by a strong pick up in business travel.  The hotel’s occupancy increased to 70% from 55% in 2003 with total revenues up 22% to RM29.682 million.


Performance by the Group’s investment properties in Kuala Lumpur was less encouraging indicating continued sluggish trading conditions in the property rental market.  The total combined profit contribution from UBN Tower and UBN Apartments for 2004 was only slightly ahead at RM7.709 million versus RM7.581 million in 2003.


In the year under review, the Group’s share of losses in associated companies reduced to RM0.842 million from RM1.834 million in 2003 owing to better operating results from Johdaya Karya and lower losses incurred by Traders Hotel Yangon.

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

B2
Comparison of Group Results 4th Quarter 2004 vs 3rd Quarter 2004


Group revenue for the three months ended 31 December 2004 decreased by 28% to RM65.298 million from RM91.062 million reported in the 3rd quarter ended 30 September 2004 due mainly to lower revenues from the Group’s hotels and resorts.  In the 4th quarter of 2004, the exceptional items of RM16.989 million comprising the costs associated with the closure of Rasa Sayang Resort for major redevelopment were recognised in the Income Statement of the Group.  As a consequence, the Group posted a pre-tax loss of RM14.592 million for the 4th quarter ended 31 December 2004 compared to a profit of RM22.551 million earned for the three months to 30 September 2004.


During the quarter under review, there was a sharp fall in business volumes at Rasa Sayang, which had only two months of operations as compared to three months in the 3rd quarter of 2004.  At the same time, reduced occupancy levels at Shangri-La Hotel Kuala Lumpur, Shangri-La Hotel Penang and Rasa Ria Resort in the last three months of 2004 led to a drop in both rooms and food and beverage revenues.  On the other hand, Golden Sands Resort showed a 5% improvement in total revenues driven largely by a significant increase in its average room rate.


The overall revenue performance of the Group’s investment properties in Kuala Lumpur was broadly comparable to the 3rd quarter of 2004 given the prevailing subdued trading climate in the property rental market.

B3
Prospects for 2005


Prospects for the Group’s hotel business remain encouraging.  However, the results from the Group’s hotel business for 2005 will reflect the loss of revenue and profit contribution from Rasa Sayang Resort, which ceased operations and closed from 1 December 2004 for a major redevelopment exercise. The redevelopment and repositioning of the Resort is likely to take about 18 to 24 months.  Nevertheless, the Group’s other hotels and resorts should make further progress in 2005 as they are well placed to take full advantage of the expected continuing growth in business and leisure travel. 


Meanwhile, the Group’s investment properties in Kuala Lumpur continue to face a challenging trading environment and are unlikely to experience a sharp upturn in demand through 2005.
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B4
Variance on Profit Forecast / Profit Guarantee
Not applicable.

B5
Taxation


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


3 months ended
12 months ended


31.12.2004
31.12.2003
31.12.2004
31.12.2003


RM’000
RM’000
RM’000
RM’000

Current taxation





-
Company and subsidiaries
(2,401)
653
4,267
4,033

-
Associated companies
315
220
854
617







Deferred taxation
(5,323)
655
(1,447)
3,647

(Over)/Under provision in prior years





-
Company and subsidiaries
(2,334)
(789)
(2,365)
(801)

-
Associated companies
0
0
0
0


(9,743)
739
1,309
7,496


The lower effective tax rate for the year ended 31 December 2004 was due mainly to the availability of Investment Tax Allowances (“ITA”) in certain subsidiaries and the reversal of prior years’ over provision.  In August 2004, both Shangri-La Hotel Kuala Lumpur and Golden Sands Resort obtained approvals in respect of their applications for the ITA tax incentive for their modernisation and renovation projects undertaken between the years 2000 and 2003.

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 2004.

B7
Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the financial year ended 31 December 2004.

(b)
There were no investments in quoted securities as at 31 December 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 Proposed Disposal is expected to be completed sometime in the second quarter of 2005.
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B9
Group Borrowings and Debt Securities


The Group borrowings as at 31 December 2004 comprise the following: -



Short Term
Long Term
Total



RM’000
RM’000
RM’000








Secured
0
0
0








Unsecured
*97,785
82,732
180,517















97,785
82,732
180,517







*
Amounts drawndown include USD4.980 million from an offshore bank in Labuan.


There were no debt securities in the financial year ended 31 December 2004.

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 4.5% or 4.5 sen per share less tax of 28% (2003: final dividend of 3.5% or 3.5 sen per share less tax of 28%) in respect of the financial year ended 31 December 2004 for approval by shareholders at the forthcoming Annual General Meeting of the Company to be held on Thursday, 19 May 2005.



This proposed final dividend, together with the interim dividend of 3.0% or 3.0 sen per share less tax of 28% paid on 17 November 2004, will give a total dividend of 7.5% or 7.5 sen less tax at 28%, for the financial year ended 31 December 2004 (2003: 6.5% or 6.5 sen less tax of 28%), an increase of 1% on 2003.  The proposed final dividend, if approved at the Annual General Meeting, will be paid on Monday, 20 June 2005.


NOTICE IS HEREBY GIVEN that the final dividend will be payable to shareholders whose names appear in the Record of Depositors on Monday, 30 May 2005.


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 Monday, 30 May 2005 in respect of transfers.


(ii)
Shares bought on the Bursa Malaysia Securities Berhad on a cum entitlement basis according to the Rules of the Bursa Malaysia Securities Berhad.
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B13
Earnings per Share 

The basic earnings per ordinary share for the financial year ended 31 December 2004 has been calculated as follows: -



3 months ended
12 months ended



31.12.2004
31.12.2003
31.12.2004
31.12.2003


Net (Loss)/Profit attributable to ordinary shareholders   (RM’000)
(5,674)
9,750
30,941
16,472


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


Basic (Loss)/Earnings Per Share (Sen)
(1.29)
2.22
7.03
3.74

Diluted Earnings per Share

Not applicable.

Kuala Lumpur



By Order of the Board

18 February 2005



Rozina Mohd Amin







Company Secretary

