Danubius Hotels Rt

First quarter 2002 Flash Report

The first quarter has proven to be more difficult than anticipated.  We correctly identified market trends and took action to cut costs at the end of last year. However, market conditions have worsened more than was generally anticipated. 

This trend has continued since the quarter end.

We continued our programme of domestic refurbishment in the quarter, although no major works were undertaken. Internationally we have continued our expansion through the winning of the public tender for 67% of the share capital of Slovenske Liecebne Kupele a.s. which operates spas at Piestany in Slovakia.

Consolidated Balance Sheet

Fixed assets increased by Huf4.2bn, mainly due to  the complete refurbishment of the Thermal Hotel Margitsziget and the ongoing refurbishment throughout the rest of the hotels.

Other non-current assets increased by Huf200m, mainly due to the investment in Sovata, offset by the part repayment of the loan from the London based Danube Travel.

Cash increased by Huf 920m, being mainly the unutilised portion of the EUR 8.5m loan taken out at the end of last year.

Accounts receivable increased due to higher turnover over the early Easter period, and other receivables increased  due to corporation taxes repayable.

Long term debt reduced by almost Huf 600m, due to a combination of change in the loan structure ( repayment of DEM 17.5m, increase EUR15.5m) and the effect of the movement in exchange rates.

Consolidated Profit and Loss

Comparative figures can only be indicated in the main rows of the profit and loss statement as a different reporting structure has been used in these accounts.

Price revenues went up at consolidated level by HUF 6.8 million (0.1%) accompanied by a HUF 56.7 million (0.9%) cost increase.

The loss before tax and minorities for the first three months of 2002 was 4.5% greater than  those of last year, and fell below the budget that had been approved. 

We had correctly anticipated that this would be a more difficult period than last year. In particular:

The increased competition in Budapest, with more rooms available to service the less than anticipated increase in guest numbers, leading to price competition ;

The effect of the exchange rates which significantly affected income when converted into Huf.

The weakness in demand from the international market has continued, with guest nights from the United States down 20%, from other countries of the American continent down 25% and from Australia  down 40%. There is currently little sign of change.

Depreciation has increased over the similar period last year by approx Huf 100m as a result of the higher value of assets, following the substantial refurbishment programme carried out throughout 2001  and, to a lesser degree,during the first quarter of 2002.

It should also be noted that during the period cost savings were achieved from the reorganisation planned and announced last year: these will benefit throughout the year.

However, our results were weaker than we had expected because:

Competition in the Budapest market has been greater than anticipated

Demand from the international market has been slower to recover.

This was partly offset by a successful quarter from the events business (Huf122M profit) and increased income from the newly opened fitness centres (increased by Huf40m)

In terms of the geographic split of our business:

Hungary

An overall increase in guest nights of 3% but occupancy decreased from 46.4% to 45.1%.This was mainly due to the reopened Thermal Hotel Margitsziget.

Generally, occupancy rose at the country spa hotels, but fell in the city hotels

Average rates were below last year by 11%

Czech

The Czech hotels increased occupancy by over 5% to almost 69%, and the price revenue increased as well,  so that it  now represents 15.6% of consolidated revenues.






Reconstruction and Capital projects

Despite  poor trading results, the Company carried out maintenance and refurbishment in the first quarter  costing Huf 96m.

Major amongst these were:

The first phase of the reconstruction of the kitchen at the Hotel Patria for Huf 25m

The Hotel Eger-Park had 31 rooms refurbished and the common areas recarpeted for Huf8.5m

The Hotel Raba had hot water boilers replaced for Huf 3m.

Other projects included reconstruction of part of the roof of Hotel Astoria, the upgrading of the fitness centre at Hotel Helikon, and the hire of parking space near the Gellert during the reconstruction of the Square. Also started was the installation of own heating at the Stadion, enabling disconnection from the plant at  Nepstadion.

Cash Flow

We have continued to invest throughout the period in an ongoing refurbishment programme in order to provide the facilities demanded by today’s guests, although no major projects were commenced. The cash flow situation  will continue to be monitored to decide when to commit to substantial projects.

On the investment side, we have undertaken new commitments at Sovata (Romania) and  through Lecebne Lazne rt (Marianske Lazne) have won the  public tender for 67% of the shares of Slovenske Liecebne Kupele a.s. which operates spas at Piestany in Slovakia and which must be paid for later this year.

Miscellaneous

On March 29 2002, 53.4% of the subscribed capital of 8,285,437 ordinary shares were owned by domestic and foreign investments of CP Holdings Ltd.. Owners exceeding 5% are:Interag Rt 29.38%, the American Kenyon Phillips Acquisition Company LLC 11.63%, CP Holdings Ltd 6.27% and Israel Tractors 6.12%.

A further 33.05% of the shares are held by foreign financial investors, from which owners with more than 5% are British Empire Security ( a safe custody manager)  10.63% and Bank Austria/HVB 9.07%. Employee share ownership is 2.05%, and the company continues to own 4.52% of the shares.

A total of 1567 deals were made in the first three months of the year for 435,245 shares on 62 trading days with a total value of Huf1,448m , giving an average share price of Huf 3,327.

Post Quarter events


Concerning the deal for Slovenske Liecebne Kupele a.s. in Piestany please refer to our extraordinary announcement published on 8th May. 
The trading since the quarter end has remained depressed and below budget, and there is little sign of an upturn in the market. We are continuing to try to reduce our costs to be able to compete in this most difficult market.

