Flash report on the economic activities of the company in the I-III quarter of 1999








Following the resolutions of the Extraordinary General Meeting on 18 December 1998, Danubius Hotels Group has been restructured since 12 January 1999 and the names and activities were modified at two of its most important daughter companies. From among the two daughter companies Hungaria Szálloda Property Co. (former Hungária Szálloda Rt.) deals with the sale, purchase, development and renting of properties while Danubius Hotel Management and Services Co. (former Helia Szálloda Rt.) is responsible for operating the rented hotels. The properties (from Danubius Rt. and Helia Rt. to Hungária Rt.) and the assets and stocks were regrouped on book value while assets not exceeding the 20 000 HUF or written off to zero were transferred at market value (from Danubius Rt. and Hungária Rt. to Helia Hotel Rt).





Accordingly the consolidated B/S and Profit and Loss Statement of Danubius Hotels Group comprise the following figures:





Danubius Hotels Rt. registered at the Budapest Stock Exchange,


Danubius Hotel Management and Services Co. owned 100 % by Danubius Hotels Rt.


Hungária Szálloda Property Co. owned almost 100 % by the Group (85.64 % by Danubius Hotels Rt. and 14,35 % by the Danubius Hotel Management and Services Co.)


HungarHotels Tours owned 100 % by Hungária Szálloda Property Co.,


Beta Hotels Kft. owned 100 % by Danubius Hotels Rt.,


Hullám Joint Company owned 53 % by Danubius Hotels Rt.








Consolidated balance sheet





Total assets increased by 2,3 %, and the following major changes took place:


the company will operate and control its hotels based on a new up-to-date management information system from the end of this year. The licence fee of the purchased system has increased the value of the intellectual property. 


tangible assets went up by the value of capital projects and other purchases and decreased according to the changed depreciation policy.


the securities were significantly increased within the working assets owing to both the investment of  free financial assets of the Property Co., and the purchase of own shares by Danubius: the company purchased a total 229.424 pieces of own shares at an average price of HUF 3.853 between 1 October 1998 and 30 September 1999 and gave selling and buying instructions for 73.570 pieces which further increased the book value of the own shares by HUF 132,8 million. Bank deposits went down in line with the significant increase of the securities.


the value of the registered capital has changed for the first time since the establishment of the Rt.: it went up with the value of the 1.076.065 employee shares (1000 HUF par value) which were issued, according to the resolution passed at the AGM this year,  from the value of the PVR repaid by the SPA. The final degree of the dilution of existing shareholders is expected to be approximately 4 % from April next year when the employee shares will be converted into ordinary shares at the AGM but the final degree of dilution will be dependent on the market price. The value of the own capital is further increased by the profit (after tax) of the company and its subsidiaries as stated in the B/S of 1998.


the sum of the long term loans taken out for the acquisition of Hungária Szálloda Rt. and the investment loan of Helia Szálloda Rt. was decreased by the sum of the 1998 loan service and advance payment. The 10 million DEM due for repayment this year is included among the short term loans.





Consolidated Profit and Loss Statement





Consolidated revenues went up by 3,5 % and revenue per room sold increased by 12,6 % (from 19.101 HUF to 21.502 HUF) despite the fact that the occupancy of the hotels operated by the company was 3,1 % down (58,2 %) compared to the similar period of the previous year.


This shows that compared to the half year’s 2,4 % decrease in occupancy the Kosovo crisis had a major impact on the occupancy figures in the high season as well, thus the July -August occupancy figures of the hotels stayed below last year’s usually good high season performance. The company’s quarter year results were improved by an almost 1 % increase of the September figures even compared to the outstanding September results of last year. 





As a result of a well-conceived publicity campaign carried out in the second quarter, the number of guest nights went up by 1,9 %,  87,9 % of our guests continued to be from abroad. 





The fact that 6 % depreciation is applied in the case of the properties rented compared to the previous 2,5 % has a decisive role in the increase of expenses. The effect of this is an increased depreciation charge of HUF 653,5 million at group level, strongly effecting the operating profit as well. Parallel to the growth of depreciation costs, however, the cash position of the company is getting stronger, which will assist the financing of the reconstruction and renewal tasks.





The HUF/DEM rate may have a negative effect on the growth of revenues but it is positive when evaluating the loans taken out in DEM. 





The profit before tax shows a 3,4 % decrease compared to the previous year. However, when adjusted for the extra expense of the new depreciation policy of the buildings, the profit before tax is approx. HUF 516 million higher in the first three quarters of 1999 than in the similar period of the previous year. 





The head-count of the company decreased by 8,6 % during one year from 5.200 to 4.754. 


The average number of staff per room sold is 0,78 person. The increase of revenue per head is + 13,8 %.








Reconstruction, renewal





The company spent HUF 2,2 billion on reconstruction and renewal works in the first nine months of the year. According to the approval of the Board, room refurbishment works improving the quality of accommodation and therefore promising better revenues continued to be of primary importance. Besides these, some investments of outstanding importance were realised and started concerning safety and security related to fire alarms and the safety of elevators. In connection to this all refurbished rooms were furnished with optical smoke detectors.





Renewals were started of the outer surface in Budapest Hilton, in the present first phase the baroque facade and the reconstruction of the historical Miklós tower are to be completed by next May. A new conference room was built on the Danube side of the building. The entire renewal of 3 guest elevators is almost completed and the refurbishment of 107 rooms and 62 bathrooms will be launched in December.





As the last phase of the room refurbishment in Radisson SAS Hotel Béke 33 rooms were completed comprising the change of textiles, carpets, wall papers, lighting, furniture and built-in wardrobes. The rooms of the hotel were furnished with card lock system which, besides improving the hotel security, also provides a possibility for significant energy saving owing to operating the electrics in the room by card.





The refurbishment of rooms in Hotel Flamenco was continued, following the renewal of the 7th floor, by further 58 rooms on the 6th floor. The works included the refurbishment of bathrooms, the four-star level renewal of the building mechanical engineering, textiles, wall papering, furniture and other mobiles together with built-in wardrobes. Moreover, the Top Club was also renewed in top quality from interior architecture and building mechanical aspects.





The contractual and refurbishing works were carried out on the 6th floor rooms (16) of Hotel Erzsébet together with the replacement of the bathroom wash basins and the lights. The corridors of the refurbished floor were also renewed.





Sixty rooms of Hotel Gellért were provided with new furniture and the relevant contractors’, mechanical and building mechanical works were executed. The implementation of a fire alarm system, which is extremely important from aspects of personal and property security, was also started. 





The renewal of the front of Hotel Stadion, the waterproofing of the balconies and loggias and the replacement of floor covers was started. The planning and technical preparation of the reconstruction of guest elevators is in process. 





The first phase of the renewal of the front stone covers was started in Thermal Hotel Margitsziget and the tender plans for the building of an additional two floors are also completed. The former night bar was transferred into a convention room meeting every requirement.





By purchasing and rebuilding the existing heating centre, an up-to-date, automated boiler house was built in Thermal & Sport Hotel Bük instead of the former district heating supplied by the local Spa Rt.(Gyógyfürdő Rt.) 





Renewal works started on the main entrance and the connected transport areas of Thermal Hotel Hévíz to be completed in November. Still during the third quarter we completed the change of the covers and the waterproofing of the coffee shop on the terrace.





After the renewal works on the 4th floor of Hotel Pátria, 33 rooms were refurbished on the 3rd floor in the relevant period. The renewal included the changing of textiles, wall-papers, carpets, lights, shut off devices as well as complete carpentry works and building mechanical renewals. The function room, hall and brasserie were refurbished in Hotel Palatinus.





Partial contractual works and refurbishment of 60 rooms were finished in Hotel Lővér. Following the summer garden works a further 60 rooms are up for refurbishment still this year. 





In the course of the refurbishment of wing „A” in Hotel Rába 21 apartments were built with air conditioning and the connecting corridor was equally renewed. According to room marketing requirements 2 and 3 small size rooms were connected to shape new apartments including bedrooms, reception rooms, toilet and wash rooms, bathrooms, wardrobes. With the interior architecture and the building mechanical engineering works, a demanding but still cost conscious reconstruction was carried out.





The refurbishment of 32 bathrooms was realised in Hotel Helikon and the technical preparation of the reshaping of the meeting room continues to be in process to be completed this year. 





Several hotels have been furnished with new, up-to-date telephone exchanges to meet the requirements of the year 2000, suitable for receiving of ISDN lines and offering numerous additional services. Elevator changes took place in several houses, and in some houses hotel information television systems were introduced and antennas also replaced. 


Miscellaneous





Danubius Hotels Rt. made an extraordinary announcement, in the course of the third quarter, concerning HUF 1.000.000 par value share being declared null and void and the introduction of the replacement shares on the Budapest Stock Exchange.





The company announced on 29 July that Hungária Property Management Rt., owned 99,9 % by Danubius Hotels, was successful in acquiring Hotel Nádor in Pécs following a privatisation tender. The hotel will be operated after the refurbishment as one unit together with Hotel Palatinus.   





In the same announcement, our shareholders were informed that the increased capital of Danubius Hotels Rt. was registered at the Court of Registration to the value of HUF 9.076.065.000 as a consequence of the employee shares issued from the Privatisation Value Ratio paid earlier by the SPA.





According to the increased equity 36,8 % of the company’s shares are in the ownership of domestic and foreign investments of CP Holdings, 36,2 % by foreign financial investors, 11,9 % by employees, 5,9 % domestic individuals, 5,9 % by domestic legal entities, and 3,3 % by the company.





These percentages have been affected by the issue of employee shares and will be increased next April once the arrangements for the conversion of employee shares to ordinary shares are finalised and hence dilution of existing shareholders established.





Danubius Hotels Rt. announced on 27 January and 1 February 1999 in the form of an extraordinary announcement that it had purchased 12.876 pieces and respectively 59.220 pieces own shares. According to Section 189 of Act CXLIV of 1997 the company is obliged to alienate its own shares within one year. Consequently, we informed our shareholders in our extraordinary announcement that we gave orders for the sale and purchase of a total of 73.570 pieces shares and these were executed accordingly. 





The resolutions made at the AGM were published in the form of an extraordinary announcement. The most important decisions, besides the approval of the 1998 B/S and the Profit and Loss Statement and the capital increase, were the modification of the Articles and the election of a new auditor (KPMG) and a new member of the Supervisory Board (József László).





We have issued an extraordinary announcement on behalf of Hungária Szálloda Property Company, in Danubius property to 99,9 %, about the swap of the Rt.’s shares and the related annulations. 





In the first nine months of the year 13.879 deals were made for 4.082.092 pieces of Danubius shares on 187 trading days at an average price of HUF 4.585.
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