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Asian Hotels & Properties PLC (AHPL)

Rs 135.00

Reuters Code AHPL.CM

Bloomberg Code AHPL.SL

Share Price LKR 135.00

Lt E e et 2006 4,675 999.60 4.52 165.53 29.90 3.25

Voting 221,387,350

12 mth High / Low (Rs.) 136.50 / 24.75 2007 4,137 719.34 3.25 (28.04) 41.55 3.16

iy e 1 2008 5,525 847.39 3.83 17.80 35.27 2.46

Average Daily Volume (Shares) 191,156

Market Capitalisation Rs. mn 29,887 2009 4,576 531.06 2.40 (37.33) 56.28 2.49

Price Performance (%) 2010E 4,699 800.69 3.62 50.77 37.33 2.47
1mth 6mth 12mth

ASPI 25 3122 133.70 2011E 7,579 1,779.25 8.04 122.22 16.80 2.26

AHPL 19.73  83.67 440.00 2012E 9,947 2,545.39 11.50 43.06 11.74 1.98

Volume Price / Volume Graph Rs. Profile the leisure sector is likely to be a significant
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Asian Hotels & Properties PLC (AHPL) is
an 84% owned subsidiay of the largest listed
conglomerate, John Keells Holdings PLC
(JKH). The company’s strategic business
units include the Hotel operations, under
which it controls approximately 40% of 5 Star
city room supply, while the other being the
Property Development arm.

The Property Development arm completed
the construction of the “Monarch” and has
begun the construction of the 3rd residential
apartment, the “Emperor”, with already
around 80% of the apartments being sold
off plan.

Hotel Operations

The hotels owned and managed by AHPL
include the Cinnamon Grand and the
Cinnamon Lakeside (formerly known as
Trans Asia), located at the heart of the
Colombo city. AHPL currently owns a 42%
stake in TRAN while a further 49% of
TRAN is owned by JKH.

TRAN was closed for refurbishment and was
re-opened under the premier brand
“Cinnamon”.

The Hotel arm’s contribution to group
profitability was restricted to Rs. 99 million
or 9% in FY2009, amid lower tourist arrivals
in to the country and higher cost pressures
as a result of inflation.

However, with the revival of tourism in the
country and cost pressures having subdued,

contributor to group earnings in the years to
come.

Cinnamon Grand

Cinnamon Grand, recognized as the Best
Five Star City Hotel for the second
consecutive year at the Presidential Travel
and Tourism Awards 2008, has competed
well with renowned international hotel
chains post rebranding and refurbishment,
3 years ago. The hotel currently has a total
room capacity of 501 rooms and a restaurant
portfolio of 11 which are among the most
sought after dining venues in the city.

Although the industry as a whole witnessed
a rough year in FY2009, Cinnamon Grand
Colombo stood well above the rest enjoying
an increase in market share in the city hotels
while other operators suffered a decline. The
hotel recorded the highest market share of
36.2% in city room revenue and also the
highest Revenue per Available Room
(RevPAR) in the city at Rs. 4,684.

The hotel’s occupancy reached 56% in
FY2009 compared to 63% in FY2008, while
on average the City hotels enjoyed only about
43% in occupancy in FY2009. The
occupancy rates have followed a declining
trend since 2005 as a result of an escalation
in terrorist attacks in Colombo. Despite low
occupancy, the hotel managed to increase its
rates to approximately US $ 74 per room
night compared to US $ 65 in FY2008.

This document is published by John Keells Stockbrokers (Pvt.) Limited for the exclusive use of their clients. All information has been compiled from available documentation and
JKSB’s own research material. Whilst all reasonable care has been taken to ensure the accuracy of the contents of this issue, neither JKSB nor its employees can accept responsibility
for any decisions made by investors based on information contained herein.
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The hotel's Food and Beverages
Department which includes some of the
best restaurants in the city, enjoyed the
highest market share of 32% in the city
while also contributing the highest
revenue for the hotel amounting to Rs.
949 million in FY2009. As per the
information available, the F&B revenue
within the 5 Star city industry showed a
marginal growth of 3% while Cinnamon
Grand registered an above average
growth of 14% for FY2009.

Average Room Rates (ARR) increased by approximately 14% in FY2009 while occupied
nights declined 12%, resulting in a 7% increase in Revenue. Cinnamon Grand suffered
a decline of 12% in Gross Operating Profit whilst Gross Operating Margin too declined
to 56% from 60% in FY2008 mainly as a result of double digit inflation that prevailed

in the economy.

UK, India and USA remained as the top 3 countries in terms of guest arrivals to
Cinnamon Grand during the last 2 years. Further, 47% of the room nights were occupied
by the Corporate segment in FY2009 compared to 53% in FY2008, with Leisure
travellers accounting for 33% as against 27% in FY2008.

The hotel’s Food and Beverages Department which includes some of the best restaurants
in the city, enjoyed the highest market share of 32% in the city while also contributing
the highest revenue for the hotel amounting to Rs. 949 million in FY2009. As per the
information available, the F&B revenue within the 5 Star city industry showed a
marginal growth of 3% while Cinnamon Grand registered an above average growth of
14% for FY2009.

Occupancy during the 1-3QFY2010 improved to 66% as against 56% in 1-3QFY2009,
although at a lower ARR which declined 12% over the comparative period, leading to
a marginal revenue growth of 4%. 250 rooms at Cinnamon Grand have currently being
closed for refurbishment costing Rs. 400 million, and is due to re-open in May 2010.

Cinnamon Lakeside - Trans Asia PLC

Cinnamon Lakeside, formerly known as Trans Asia, is the other 5 Star city hotel
operating under AHPL, with a current room capacity of 340 rooms.

The hotel’s operations were hindered by the terrorist attack in the vicinity of the hotel
in February 2009 which affected more than 100 guest rooms and staff areas. This,
coupled together with lower tourist arrivals into the country, resulted in the hotel’s
turnover declining marginally by 2% reaching Rs. 1,151 million in FY2009.

Consequent to the attacks, the hotel was closed for refurbishment and repairs and re-
opened under the flagship brand “Cinnamon” on 1st of September 2009.

TRAN which enjoyed occupancy rates above 60% on average during 2006 - 2008,
witnessed a decline in its occupancies to 46% in FY2009 consequent to the recent
terrorist attacks. Corporate guests were the largest contributors accounting for 51%
while Leisure and MICE business was 41% and 8% respectively.

Despite lower room nights, TRAN enjoyed a growth in profitability by 13% to Rs. 162
million in FY2009, thanks to the insurance claim on damaged assets and business
interruption which totaled to Rs. 65 million. The insurance claim on business interruption
amounting to Rs. 22 million represents the claim for the year ended 31st March, 2009.
Therefore, it is likely that a further claim will be available for TRAN up to the date of re-
launch.

In FY2009, the hotel enjoyed an improvement in the Average Room Rate which grew
to US $ 60.90 against US $ 49.50 in FY2008. Despite an increase in ARR by nearly
23%, the hotel’s RevPAR (calculated as Room Revenue divided by total room nights)
declined to approximately Rs. 2,970 in FY2009 from over Rs. 3,000 in FY2008, as a

result of lower occupancies.

For TRAN, Food and Beverages was the largest revenue generator, accounting for
approximately 49% of total Turnover in FY2009, with Banquet revenue being the
highest contributor to the segment.
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It is proposed that from 1st of November,
the room rate for a 5 star hotel room in
the city of Colombo would be priced at a
minimum of US § 75...

Group

The hotel which was closed for refurbishment from mid May to end August 2009
recorded a low occupancy of 31% during the month of April 2009 while in September
occupancies grew to 37% post refurbishment and rebranding at a higher ARR of US §$
50.

Property Development

The Property Development unit at AHPL comprises of the 2 residential apartments -
namely the “Monarch” and the “Emperor” and also the Crescat Boulevard, the only
destination mall in the city. AHPL has completed the construction of the “Monarch”
while the construction of the “Emperor” is currently underway.

Both Condominiums have been strategically located in a prime plot of land at Crescat
City in the city of Colombo while offering accessibility, quality, facilities and prestige.

In FY2009, the Property Sector accounted for 81% of group profits amounting to Rs.
432 million.

The Monarch

The 30 storey Condominium “Monarch”, situated within the Crescat City has the
significance of being one of the largest developments in Sri Lanka and was fully sold
out off plan within a short period of 11 months.

Over 90% of the 2nd condominium comprising of 195 luxury apartments have been
handed over to the owners. By the end of FY2009, approximately 95% of the revenue

has also been recognized.

The Emperor
With the successful completion of the “Monarch”, AHPL embarked upon the

construction of the 3" residential apartment project with 164 luxury apartments.

The condominium too, located within the Crescat City, has been affected by both the
real estate slump in Sri Lanka as well as the global economic downturn. The “Emperor”
which has been targeted at the Sri Lankan expatriates primarily from the countries in
recession, has nevertheless secured 80% of the sales of the apartments.

The construction, although is behind schedule, is continuing amid stringent security
conditions prevailing in the area. The project is due for completion in FY2012E.

There is further land available under the ownership of AHPL for developments of

similar nature.

Outlook

In August 2009, the Ministry of Tourism in Sri Lanka decided to implement a specified
Minimum room rate for all city hotels from the beginning of the winter season 2009. It
is proposed that from 1st of November, the room rate for a 5 star hotel room in the city
of Colombo would be priced at a minimum of US $ 75 until a further increase is
announced. Despite the increase in room rates, Sri Lanka will still remain to be one of
the cheaper destinations for leisure travel. For comparative purposes, in Mumbai average
room rates have soared to US $ 305, $2 higher than Delhi.

Tourist arrivals in to Sri Lanka dipped nearly 20% during the 1st 5 months of the
CY09. However, post war tourists arrivals increased rapidly with tourist arrivals during
the period June - December 2009 growing by approximately 20% over the comparative
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However, with greater tourist arrivals
expected in FY2011E along with an
occupancy rate of 65% at TRAN, earnings
after tax are likely to reach well above Rs.
566 million.

period in 2008.

Cinnamon Grand

With the recovery in tourism, we expect city occupancy levels to reach approximately
55% in FY2010E with Cinnamon Grand recording year round occupancies at
approximately 75% in FY2011E and 80% in FY2012E. Although the standard room
rates have increased from November 2009, we expect the hotel to end FY2010E with
an average room rate of US $ 80 for FY2010E and US $ 90 for FY2011E, at a
premium to the minimum room rates. Further, the Tourism Minister has stated that the
minimum room rate will be increased to US $ 100 in January 2011.

Given the above estimated levels of occupancies and room rates, we expect the RevPAR
for Cinnamon Grand to reach approximately US $ 70 for FY2011E. For comparative
purposes, in Delhi, the RevPAR rose to US $ 228 - the highest in the country.

With inflation reaching single digit levels and improved security situation in the country,
we believe that the Food and Beverage segment will contibute well over Rs. 1 billion in
revenue to boost group profitability.

The hotel enjoyed levels of occupancy as high as 80% during 2Q2010, both as a result
of the diversion of tourists from TRAN and a boost in tourist arrivals.

With the above occupancies and room rates, we expect Cinnamon Grand to post Rs.
944 million and Rs. 1,525 million in Operating Profit for FY2011E and FY2012E

respectively.

Cinnamon Lakeside - Trans Asia PLC
Although TRAN has not enjoyed occupancies as high as those enjoyed by Cinnamon

Grand, we expect an improvement in occupancy rates with the re-branding exercise.

The hotel re-opened on 1st of September 2009 after a period of a little over 3 months
for refurbishment. Post re-opening, we expect room rates at TRAN to increase from its
current level to approximately US $ 75 although it is likely to suffer from a low level of
occupancy for FY2010E. The hotel will only be operational for effectively 7 months of
FY2010E, therefore, we expect the average occupancy to be around 40%.

Despite lower occupancy for FY2010E along with higher costs due to refurbishment,
we believe that TRAN would make a profit of Rs. 82 million for FY2010E. However,

with greater tourist arrivals expected in FY2011E along with an occupancy rate of 65%
at TRAN, earnings after tax are likely to reach well above Rs. 566 million.

Property Development

The Monarch
The remaining 5% of the revenue from “Monarch” will be recognized in FY2010E.

The Emperor
The project, although behind schedule, is due for completion by the end of FY2012E.
Approximately, 25% of the revenues from the project have been collected; therefore we

expect further revenue recognition of 25% during FY2011E and FY2012E.

The company boasts further land area available for development post completion of
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AHPL currently controls approximately
40% of 5 star room supply in the city, while
the total city room supply is likely to
remain unchanged atleast during the next
couple of years. With tourists arrivals
expected to grow on a stagnant room
supply, there is significant upward
potential for both hotels on the room
rates and occupancies assumed in the
model.
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the “Emperor” and is likely to undertake these investments given the favourable
macroeconomic environment.

Earnings & Valuations

The earnings for the group have been forecasted based on conservative occupancy
rates. If occupancies at Cinnamon Grand witness an improvement to 80% from 75% in
FY2011E, the Earnings attributable to equity is likely to increase by 7.4% to Rs. 1,911
million. The sensitivity of the segment’s revenue and earnings to equity to changes in
the occupancy rates at Cinnamon Grand is as follows :

The following table shows the sensitivity of segment’s revenue and earnings to equity
to a change in room charges of the 2 hotels.

With much of the growth coming from the hotel operations, we expect AHPL to post
approximately Rs. 800 million as Earnings to Equity in FY2010E and Rs. 1,779
million in FY2011E. At Rs. 135.00, the counter is currently trading at 16.8 times
FY2011E earnings.

AHPL currently controls approximately 40% of 5 star room supply in the city, while the
total city room supply is likely to remain unchanged atleast during the next couple of
years. With tourists arrivals expected to grow on a stagnant room supply, there is
significant upward potential for both hotels on the room rates and occupancies assumed
in the model. The Property Division too will bring in a stream of revenue during the
next couple of years until the next development project is unveiled. The company is
also likely to enjoy a strong flow of cash which can be used to fund any further capital
expenditure.
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Profit Before Tax 1,299.0 819.7 965.3 645.3 868.6 2,224.4 3,322.7
Change in Fair Value of Investment Property (201.1) (109.6) - (40.6) - - =
Depreciation of PPE 185.4 298.5 336.4 376.5 342.8 335.5 328.5
Project costs 1,377.2 757.8 1,535.1 843.2 650.0 1,276.2 1,343.8
Other adjustments (711.0) 129.9 349.4 (317.9) 40.9 330.7 (586.1)
Net Cashflow from Operating Activities 1,949.4 1,896.3 3,186.2 1,506.6 1,902.3 4,166.8 4,408.9
Cashflow from Investing Activities

Addition to Work In Progress (886.4)  (1,815.8) (986.1) (758.8) (750.0) (1,200.0) (1,300.0)
Others (2,551.5) (678.5) (196.5) (171.4) (100.0) (100.0) (100.0)
Net cash used in Investing Activities (3,437.8) (2,494.3) (1,182.6) (930.2) (850.0) (1,300.0) (1,400.0)
Cashflow from Financing Activities

Repayment of Long term borrowings (70.1) (184.7) (363.2) (423.1) (386.4) (416.4) (1.4)
Dividends paid to Equity holders (437.3) (421.1) (462.4) (446.7) (664.2) (664.2) (664.2)
Others 1,000.2 584.0 (95.0) (42.4) (28.3) (28.3) (28.3)
Net cash used in Financing Activities 492.8 (21.7) (920.6) (912.3) (1,078.9) (1,108.9) (693.9)
Net increase in cash & cash equivalents (995.6) (619.8) 1,083.0 (336.0) (26.6) 1,758.0 2,315.0
Balance at the beginning of the year 1,836.4 635.3 15.6 1,098.6 762.6 736.0 2,494.0
Balance at the end of the year 840.8 15.6 1,098.6 762.6 736.0 2,494.0 4,809.0

John Keells Stock Brokers (Pvt) Ltd.

130 Glennie Street Colombo 2 Sri Lanka T. 9411 2421 101-9 F.9411 2326 863, www.jksb.keells.1k
Company No. PV 89





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /KOR <FEFFd5a5c0c1b41c0020c778c1c40020d488c9c8c7440020c5bbae300020c704d5740020ace0d574c0c1b3c4c7580020c774bbf8c9c0b97c0020c0acc6a9d558c5ec00200050004400460020bb38c11cb97c0020b9ccb4e4b824ba740020c7740020c124c815c7440020c0acc6a9d558c2edc2dcc624002e0020c7740020c124c815c7440020c0acc6a9d558c5ec0020b9ccb4e000200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /CHS <FEFF4f7f75288fd94e9b8bbe7f6e521b5efa76840020005000440046002065876863ff0c5c065305542b66f49ad8768456fe50cf52068fa87387ff0c4ee563d09ad8625353708d2891cf30028be5002000500044004600206587686353ef4ee54f7f752800200020004100630072006f00620061007400204e0e002000520065006100640065007200200035002e00300020548c66f49ad87248672c62535f003002>
    /CHT <FEFF4f7f752890194e9b8a2d5b9a5efa7acb76840020005000440046002065874ef65305542b8f039ad876845f7150cf89e367905ea6ff0c4fbf65bc63d066075217537054c18cea3002005000440046002065874ef653ef4ee54f7f75280020004100630072006f0062006100740020548c002000520065006100640065007200200035002e0030002053ca66f465b07248672c4f86958b555f3002>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


