Shangri-La Hotels (Malaysia) Berhad 

(10889-U)

(Incorporated in Malaysia)

ANNOUNCEMENT OF UNAUDITED CONSOLIDATED RESULTS

FOR THE THIRD QUARTER AND NINE MONTHS ENDED 30 SEPTEMBER 2008


Notes PURSUANT TO FINANCIAL REPORTING STANDARD 134 (“frs 134”)

A1 
Accounting Policies 


The financial statements of the Group for the current reporting period have been prepared in accordance with FRS 134 - 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 2007.


Except as 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 those of the audited financial statements of the Group for the year ended 31 December 2007.


With effect from 1 January 2008, the Group has adopted the following revised and amended Financial Reporting Standards (“FRS”) issued by the Malaysian Accounting Standards Board (“MASB”) that are relevant to its operations.  These FRSs became effective for financial periods beginning on or after 1 July 2007.


The adoption of these FRSs does not result in changes to the Group’s accounting policies and has no significant impact on the financial statements of the Group.


FRS 107
Cash Flow Statements


FRS 112
Income Taxes


FRS 118
Revenue


FRS 134
Interim Financial Reporting


FRS 137
Provisions, Contingent Liabilities and Contingent Assets


FRS 121
The Effects of Changes in Foreign Exchange Rates


The new FRS 139 – Financial Instruments: Recognition and Measurement which is relevant to the Group has been issued but is not yet effective.  The Group will apply the requirements of the new FRS 139 from its effective date from 1 January 2010. 

A2
Seasonal or Cyclical Factors

The business operations of the Group have not been materially affected by seasonal or cyclical factors during the financial period ended 30 September 2008.

A3
Unusual Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows 


The ongoing major rooms renovation programme at Shangri-La Hotel Kuala Lumpur, which commenced in early April 2008 necessitates certain assets to be written-off.  The charge for asset write-offs associated with the renovation programme taken to the income statement was RM4.600 million for the third quarter 2008 and RM17.100 million for the nine months to 30 September 2008.

A4
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 2008.
A5
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 2008.

A6
Dividends paid

A final dividend of 7% or 7 sen per share less tax at 26% for the financial year ended 31 December 2007 amounting to RM22.792 million was paid on 26 June 2008.  An interim dividend of 3% or 3 sen per share less tax at 27% amounting to RM9.636 million for the year ended 31 December 2007 was paid on 23 November 2007.

Notes PURSUANT TO frs 134

A7
Segmental Reporting


The segmental analysis of the Group’s revenue and results for the financial period ended 30 September 2008 is set out below.

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

Segment Revenue 






Revenue from external customers
299,475
16,010
831
-
316,316

Inter-segment revenue
     -
1,480
2,978
(4,458)
-

Total revenue
299,475
17,490
3,809
(4,458)
316,316








Segment Results  






Operating profit/(loss)
63,988
11,247
   (3,145)
           1,085
73,175

Interest expense
(4,397)
-
(603)
225
(4,775)

Interest income
251
139
86
(225)
251

Share of results of an associated company
(1,096)
-
-
-
(1,096)

Profit before tax
58,746
11,386
   (3,662)
            1,085
67,555

A8
Material Events Subsequent to the End of the Current Financial Period

In the opinion of the Directors, there was no item or event of a material or unusual nature which has occurred between 30 September 2008 and the date of this report that would materially affect the results of the Group for the financial period ended 30 September 2008.

A9
Changes in the Composition of the Group

There were no changes in the composition of the Group during the financial period ended 30 September 2008.

A10
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 2007 to the date of this report.

A11
Capital Commitments


Capital commitments for property, plant and equipment and investment properties not provided for as at 30 September 2008 are as follows:-



RM’000

Authorised and contracted for

88,412

Authorised but not contracted for

26,932



115,344

A12
Related Party Transactions
9 months ended 30.9.2008


RM’000

Transactions with subsidiaries of the ultimate holding company 

Management, marketing and reservation fees to


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

Hotel Management Pte Ltd, wholly-owned subsidiaries of Shangri-La Asia Limited
9,451

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
1,739

-
Project management fees to PPB Hartabina Sdn Bhd
585
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APPENDIX 9b

B1
Review of Group Results Nine Months 2008 vs Nine Months 2007  


For the nine months to 30 September 2008, Group revenue grew by 5% to RM316.316 million from RM301.872 million in the corresponding period in 2007, contributed mainly by Rasa Ria Resort and Rasa Sayang Resort.  The increase was partially offset by lower revenue from Shangri-La Hotel Kuala Lumpur, as a result of its ongoing major renovations to all guestrooms.


The Group’s profit before tax for the nine months at RM67.555 million was 8% lower than that of RM73.462 million recorded for the same period in 2007.


Group profit attributable to shareholders was RM43.689 million compared with RM51.683 million in the nine months to 30 September 2007, a decrease of 15%.  This result included certain asset write-offs associated with the major renovation programme at Shangri-La Hotel Kuala Lumpur, of which RM17.100 million has been charged in the nine-month period.


Excluding the write-offs, the Group’s attributable profit would have been RM60.789 million, an increase of 18% over RM51.683 million recorded in the first nine months of 2007, attributable largely to stronger profit contributions from Rasa Ria Resort and Rasa Sayang Resort.


The overall performance of Shangri-La Hotel Kuala Lumpur reflected the adverse impact of its major rooms renovation programme, which started from early April 2008.  Due to a material reduction in available rooms, the hotel’s occupancy fell from 71% in the first nine months of last year to 48%, resulting in a 15% reduction in total revenue to RM103.522 million.  The hotel’s pre-tax profit decreased sharply from RM35.638 million in the prior year to RM3.531 million.


In Sabah, Rasa Ria Resort produced robust results, boosted mainly by the contribution from its new 90-room extension which opened in late December 2007.  The total revenue of the resort rose by 40% to RM73.103 million, and pre-tax profit increased to RM27.051 million, up 57% from RM17.225 million in 2007.  The resort’s average room rate posted a 27% improvement over 2007 and occupancy for the period was 77%.


Rasa Sayang Resort also achieved a good performance, growing total revenue by 30% to RM56.637 million, with operating profit rising from RM3.564 million in the previous year to RM14.815 million.  Increased demand enabled the resort to register a higher occupancy level of 65% against 47% in the first nine months of 2007.


At Traders Hotel Penang, total revenue decreased to RM24.784 million from RM25.137 million last year owing to reduced sales in its food and beverage business.  Despite lower revenue, the hotel’s pre-tax profit was up by 22% to RM3.806 million compared with RM3.116 million in 2007 mainly due to lower operating expenses.  Occupancy at the hotel increased from 71% in the previous year to 73%, whilst the average room rate grew by 4%.


For Golden Sands Resort, sluggish demand caused a 6% drop in total revenue from RM40.225 million in 2007 to RM37.820 million, with pre-tax profit down 11% to RM12.589 million compared with the previous year’s profit of RM14.100 million.  Room occupancy at the resort was 69% and the average room rate decreased by 7% on the prior year.


The Group’s investment properties in Kuala Lumpur delivered improved results, driven by a healthy growth in occupancy levels at UBN Tower.   The total combined rental revenue from UBN Tower and UBN Apartments rose by 14% over the previous year to RM17.490 million, and their combined pre-tax profit of RM11.386 million was 15% higher than in 2007.


In the nine months ended 30 September 2008, the Group’s share of losses in Traders Hotel Yangon, its 23.53% associate hotel in Myanmar reduced to RM1.096 million from RM2.063 million for the comparable period in 2007.
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B2
Comparison of Group Results 3rd Quarter 2008 vs 2nd Quarter 2008

Group revenue for the 3rd quarter ended 30 September 2008 at RM110.954 million was 20% above that of RM92.535 million for the three months to 30 June 2008.  Group pre-tax profit for the 3rd quarter of 2008 increased significantly from RM3.128 million in the 2nd quarter of 2008 to RM28.964 million.


The improvement in results was largely due to the stronger operating performances of Rasa Ria Resort and Rasa Sayang Resort, coupled with reduced losses at Shangri-La Hotel Kuala Lumpur, which is currently undergoing major renovations.

In the 3rd quarter, Shangri-La Hotel Kuala Lumpur incurred a smaller loss of RM0.535 million compared with a RM7.681 million loss for 2nd quarter 2008, mainly on account of lower write-offs of fixed assets relating to its major rooms renovation programme.


At Rasa Ria Resort, revenue grew by 40% over 2nd quarter 2008 to RM29.537 million on the back of strong increases in both occupancy and average room rates.  The resort’s occupancy rose to 86% from 71%, and its average room rate increased by 22%.   In Penang, Rasa Sayang Resort enjoyed a higher occupancy of 68% against 55%, leading to a 34% growth in revenue to RM19.841 million compared to 2nd quarter 2008.  At the same time, Golden Sands Resort was able to generate a 31% increase in total revenue, helped by an improvement in occupancy level from 65% to 76%.  There were also better results from Traders Hotel Penang, mainly driven by a stronger performance in its food and beverage operations.


The Group’s investment properties produced a total combined rental revenue of RM6.055 million for the 3rd quarter of 2008, up 3% from RM5.877 million in the three months ended 30 June 2008.

B3
Prospects for 2008


The renovation programme, currently in progress covering all the guestrooms at Shangri-La Hotel Kuala Lumpur will continue to have a negative impact on the hotel’s financial performance for the rest of 2008.  The programme, which commenced in early April 2008 is due for completion in the second quarter of 2009.  When fully completed, the hotel will be well positioned to compete strongly in the marketplace.


The outlook for the hotel industry is more challenging due to a slowdown in both leisure and business travel in the wake of the current global financial crisis and economic uncertainties.  Nonetheless, the Group’s other hotels and resorts should be able to fare reasonably well during the remaining three months of 2008.  Notably, the operating results of Rasa Ria Resort are expected to continue to benefit from the contribution of its new 90-room extension.  In such an uncertain climate, the Group’s hotels and resorts will keep up efforts to contain operating costs and improve efficiencies where possible.


The trading conditions in the property rental market in Kuala Lumpur are likely to soften in the last quarter of 2008 in line with the slower economic outlook.  Notwithstanding this, the results of the Group’s investment properties for the whole of 2008 are expected to show an overall improvement over 2007.
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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 is as follows:-


3 months ended
9 months ended


30.9.2008
30.9.2007
30.9.2008
30.9.2007


RM’000
RM’000
RM’000
RM’000

Current taxation





-
Company and subsidiaries
3,898
7,350
12,107
16,165







Deferred taxation
1,684
(1,925)
4,163
56

Underprovision in respect of prior years





-
Company and subsidiaries
129
             319
38
338


5,711
5,744
16,308
16,559


The effective tax rate of 24% for the nine-month period ended 30 September 2008 was lower compared with the statutory tax rate of 26% due mainly to the availability of ITA tax incentives in certain subsidiaries.

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 2008.

B7
Quoted Securities

(a)
There were no purchases or disposals of quoted securities during the financial period ended 30 September 2008.

(b)
There were no investments in quoted securities as at 30 September 2008.

B8
Status of Corporate Proposals 

There were no corporate proposals and 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 30 September 2008 comprise the following:-


Short Term
Long Term
Total


RM’000
RM’000
RM’000






Secured

-

-

-






Unsecured

90,658
*

59,000

149,658













90,658
*

59,000

149,658







*
Amounts drawndown include HKD39.301 million from an offshore bank in Labuan.


There were no debt securities in the current financial period ended 30 September 2008.
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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% or 3 sen per ordinary share less tax at 26% in respect of the financial year ending 31 December 2008 was declared on 27 August 2008 payable on Wednesday, 26 November 2008.

B13
Earnings per Share 

The basic earnings per ordinary share for the nine (9) months ended 30 September 2008 has been calculated as follows:-


3 months ended
9 months ended


30.9.2008
30.9.2007
30.9.2008
30.9.2007

Profit attributable to shareholders of the Company (RM’000)
19,917
27,771
43,689
51,683

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

Basic Earnings Per Share (sen)
4.53
6.31
9.93
11.75

Diluted Earnings per Share


Not applicable.

B14
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 2007.

Kuala Lumpur



By Order of the Board

6 November 2008



Rozina Mohd Amin







Company Secretary

