|

THIS CIRCULAR IS IMPORTANT AND REQUIRES? YOUR IMMEDIATE ATTENTION

;i ,
If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should consult

your stockbroker or other registered dealer in securities, bank manager solicitor, professional accountant
or other professional adviser.

i
The Stock Exchange of Hong Kong Limited takes no respon51b1]1ty for the contents of this circular,
makes no representauon as to its accuracy or completeness and expressly disclaims any liability
whatsoever for an r in reliance’ upon the whole or any part of the contents
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DEFINITIONS

In this circular, the following expressions shall have the following meanings unless the

context otherwise requzres

“2004 Interim Dividend”

“2004 Interim Scrip Dividend
Scheme”

“Company”

“Directors”
“HK$”

“HKSE”

“Interim Scrip Dividend Shares”

“PRC”

“SGX-ST”

“Share(s)”

“Shareholder(s)”

‘the interim dividend of HK$0.09 per Share for the year

ending 31 December 2004 with a scrip alternative
declared by the Dlrcctors on Tuesday, 7 September 2004
payable on Tuesday, 7 December 2004 to the
Shareholders whose ‘hames were recorded on the registers
of members of the Cémpany as at the close of business on
Wednesday, 6 October 2004;

: . i
the scheme approvéd by the Directors on Tuesday, 7
September 2004 in rélation to the 2004 Interim Dividend
to offer the ehg\ble Shareholders a scrip alternative to
elect to receive such dividend wholly or partly by
allotment of new Shares credited as fully paid in lieu of
cash; | ,
Shangri-La Asia Lifnited a company incorporated in
Bermuda with hmlted liability and which has a primary
listing on HKSE and a secondary listing on SGX-ST;

the directors of the Company;
!

Hong Kong dollars;‘ ‘

The Stock Exchangg:iof Hong Kong Limited;
new Shares to be is;qued under the 2004 Interim Scrip
Dividend Scheme; '

v

The People’s Republic of China;
Singapore Exchange ESecurities Trading Limited;

ordinary share(s) of ﬁK$1.00 each in the share capital of

the Company; and |

shareholder(s) of the?Company.

i
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21 October 2004
To the shareholders of Shangri-La Asia Limited
Dear Sir or Madam,

SCRIP DIVIDEND SCHEME IN RELATION TO
THE INTERIM DIVIDEND
FOR THE YEAR ENDING 31 DECEMBER 2004

INTRODUCTION

On Tuesday, 7 September 2004, it was announced that the Directors had declared the 2004
Interim Dividend. It was also announced that the Shareholders could elect to receive the 2004
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Interim Dividend wholly or partly in Interim Scrip Dividend Shares. The registers of members
were closed from Monday, 4 October 2004 ;to Wednesday,'6 October 2004, both dates inclusive.
To qualify for the proposed interim dividend, all share transfers must be lodged with the
Company’s branch share registrars in Hong Kong, Abacus Share Registrars Limited, for
registration no later than 4:00 p.m. on Thursday, 30 September 2004.

The purpose of this circular is to set out the proce‘dures which apply in relation to the
2004 Interim Scrip Dividend Scheme and the action wh1eh must be taken by the Shareholders
in relation thereto. '

PARTICULARS OF THE 2004 INTERIM SCRIP .DI‘%’IDEND SCHEME
The Shareholders may receive the 2004 Interim Dividend in one of the following ways:

(a) wholly by a cash dividend of HK$0.09 per Share; or

(b) wholly by way of an allotment of new Shares’ leredlted as fully paid and having an
aggregate market value (as described below) elqual to the total amount of the 2004
Interim D1v1\dend, save for adjustment for fractions (the number of new Shares to be
received will be rounded down to the nearest whole number of Shares as mentioned
below); or |

(c) partly in cash and partly in Interim Scrip Divfdend Shares.

The Interim Scrip Dividend Shares will be allotted l?y way of capitalisation of profits to
the Shareholders electing to receive new Shares in lieu 'of cash dividend and will rank pari
passu in all respects with the existing issued Shares, except that they shall not rank for the 2004
Interim Dividend. ‘

BASIS OF ALLOTMENT OF THE INTERIM SCRIP'DIVIDEND SHARES
For the purpose of calculating the number of InterimﬂScrip Dividend Shares to be aliotted,
the market value of the Interim Scrip Dividend Shares has been set at HK$8.63 per Share,
which is equivalent to the average of the closing prices hf the Shares on HKSE for the five
consecutive trading days from Thursday, 7 October 2004 to Wednesday, 13 October 2004 (both
dates inclusive). The number of Interim Scrip Dividend Shares which the Shareholders will be
entitled to in respect of the existing Shares registered in their names as at the close of business
on Wednesday, 6 October 2004 will be calculated as follows:
Number of Shares held as at the close
‘ f busi Wednesday, 6 Octob HK$0.09
Scrip Dividend Shares = oF business en _e n‘ s}hay. .C .O . X T
‘ 2004 for which interim: scrip dividend HK$8.63
'r
election is made !

Number of Interim

to be received




A press announcement dated 13 October 2004 setting out the basis of allotment of the
Interim Scrip Dividend Shares has been published on Thursday, 14 October 2004. The last day
on which the Shareholders will be entitled to select their desired form of dividend is
Friday, 19 November 2004. Elections to receive the Interim Scrip Dividend Shares must be
submitted to the Company’s branch share registrars in Hong Kong, Abacus Share Registrars
Limited of G/F, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong
Kong, on or before 4:00 p.m. on Friday, 19 November 2004. The number of Interim Scrip
Dividend Shares to be received will be rounded down to the nearest whole number of the
Interim Scrip Dividend Shares. No Shareholder is entitled to be issued any fraction of a Share
under the 2004 Interim Scrip Dividend Scheme. Fractional entitlements to the Interim Scrip
Dividend Shares in respect of alternatives (b) and (c) above will be aggregated and sold for the
benefit of the Company.

ADVANTAGES OF THE 2004 INTERIM SCRIP DIVIDEND SCHEME

The 2004 Interim Scrip Dividend Scheme will give the Shareholders an opportunity to
further participate in the equity capital of the Company without incurring brokerage fees,
stamp duty and related dealing costs. The 2004 Interim Scrip Dividend Scheme will also
benefit the Company because, to the extent that the Shareholders elect to receive the Interim
Scrip Dividend Shares, in whole or in part in lieu of a cash dividend, such cash which would
otherwise have been paid to the Shareholders will be retained for use by the Company.

EFFECT OF THE 2004 INTERIM SCRIP DIVIDEND SCHEME

As at the close of business on 6 October 2004, being the date for determining the
entitlementl to the 2004 Interim Dividend, the number of issued Shares is 2,365,828,539. If no
elections for the Interim Scrip Dividend Shares are received, the total cash dividend payable
by the Company will be HK$212,924,568.51.

Shareholders should note that the Interim Scrip Dividend Shares may give rise to
notification requirements under the Securities and Futures Ordinance for Shareholders who
may have notifiable interests in the Company. Shareholders who are in any doubt as to how
these provisions may affect them are recommended to seek their own professional advice.

The Company, being an exempted company incorporated in Bermuda, has been
designated as non-resident for Bermuda exchange control purposes. Furthermore, the Company
has received from the Minister of Finance of Bermuda under the Exempted Undertakings Tax
Protection Act 1966 (as amended) an undertaking that, in the event that Bermuda enacts any
legislation imposing any tax computed on profits or income, including any dividend or capital
gains withholding tax, or computed on any capital assets, gain or appreciation, or any tax in
the nature of an estate duty or inheritance tax, the imposition of such tax shall not be applicable
to the Company or any of its operations, nor to the shares, debentures or other obligations of
the Company, until 28 March 2016. This assurance does not however prevent the imposition
of any such tax or duty on such persons as are ordinarily resident in Bermuda and holding such
shares, debentures or obligations of the Company or on land in Bermuda leased or let to the
Company.




FORM OF ELECTION |

If you elect to recenve your 2004 Interim Dividend wholly in cash, you do not need
to take any action. '

If you elect to receive Interim Scrip Dividend Sharest, or partly in cash and partly in
Interim Scrip Dividend Shares, you should use the enic]osed form of election. If you
complete the form of election but do not specify the numberE'of Shares in respect of which you
wish to receive Interim Sdrip Dividend Shares, or if you elfecl‘;‘y‘to receive Interim Scrip Dividend
Shares in respect of a greeter number of Shares than your registered holding as at the close of
business on Wednesday, 6 October 2004, you will be deemed to have exercised your election
to receive Interim Scrip Dividend Shares in respect of all the Shares of which you were then
registered as the holder.

|

The form of electlon should be completed in accordance with the instructions printed
thereon and returned so that it is received by the Company s branch share registrars in
Hong Kong, Abacus Share Registrars lelted of G/F, Bank of East Asia Harbour View
Centre, 56 Gloucester Road Wanchai, Hono Kong, no later than 4:00 p.m. on Friday, 19
November 2004. No acknowledgment of recelpt of the form of election will be issued.

OVERSEAS SHAREHdLDERS | ;

t
'
}
i
!

None of this c1rcular the form of election nor the Intenm Scrip Dividend Shares will be
registered or filed under the securities laws or equ1valent leg1slat10n of any jurisdiction.

The overseas Shareholders as at the close of business 01'1 6 October 2004 were resident in
Australia, Brunei, Canada (British Columbia and Ontario), lGermany, Japan, Malaysia, New
Zealand, PRC, Singapore, Thailand, The Netherlands the United Kingdom and the United
States of America. .

|

The Company has made enquiries with letgal counsels where its overseas Shareholders are
based regarding legal and regulatory restrictions in allowmg such overseas Shareholders to
participate in the 2004 Interlm Scrip Dividend Scheme as |requnced by rule 13.36(2) of the
Rules Governing the Llstmg of Securities on HKSE. The Dllrectors have been advised by the

relevant local legal counsels that:

(A) without complying with local approval and/or registfation requirements and/or other
formalities, subject to certain exceptions; the 2004 Interlm Scrip Dividend Scheme may
not be offered to or for the account of (1) any Us persons (as defined in Regulation S
under the United States Securities Act of 1933, as amended) (“US Persons™), (ii) any
Shareholder with a registered address in the United 'States of America, including its
territories and poséessions and the District of Co'lumbia (the “USA™), (iii) any
Shareholder with a reglstered address 1n Malaysia, and (iv) any Shareholder with a
registered address in The Netherlands; and @




(B) it is legally unclear whether the election by a Shareholder with a registered address in the
PRC to receive the Interim Scrip Dividend Shares would result in the Company being
deemed to have made a public offer of its securities in the PRC. Accordingly, it would be
prudent for the Company not to offer the 2004 Interim Scrip Dividend Scheme to any
Shareholder with a registered address in the PRC.

In view of the abovesaid legal advice received by the Company, the Directors have
decided 'that it would be expedient for the Shareholders who are US Persons or who have
registered addresses in the USA, Malaysia, The Netherlands and the PRC (collectively, the
“Excluded Shareholders”) to be excluded from the 2004 Interim Scrip Dividend Scheme.
Therefore, this circular (without the forms of election) is being sent to the Excluded
Shareholders for information only. Excluded Shareholders will receive their dividends in cash
in the usual way.

Notwithstanding the above, any Excluded Shareholder who is able to prove to the
satisfaction of the Company that such Excluded Shareholder may legally participate in the
2004 Interim Scrip Dividend Scheme will be entitled to participate in the scheme. Excluded
Shareholders who wish to participate in the 2004 Interim Scrip Dividend Scheme should
notify the Company forthwith. Forms of election will be sent to those Shareholders falling
within the category of Excluded Shareholders if such Shareholders can prove to the satisfaction
of the Company that such action will not result in a contravention of any applicable legal or
regulatofy requirements. In any event, the completed forms of election should be returned
to the Company’s branch share registrars in Hong Kong, Abacus Share Registrars
Limited, no later than 4:00 p.m. on Friday, 19 November 2004.

The Directors have also been advised by the relevant local legal counsels that
Shareholders in the provinces of British Columbia and Ontario, Canada may be lawfully
offered the option to participate in the 2004 Interim Scrip Dividend Scheme without
registration and/or other formalities. However, under section 2.6 of Multilateral Instrument
45-102 + Resale of Securities, unless certain conditions are satisfied, securities obtained by
way of scrip dividend can only be traded under a prospectus or in accordance with exemptions
from prospectus and registration requirements contained in (i) in the case of Sharecholders in
the province of British Columbia, the Securities Act (British Columbia) R.S.B.C 1996, c.418
and (ii) in the case of Shareholders in the province of Ontario, the Securities Act (Ontario)
R.S.0. 1990. While Shareholders in the provinces of British Columbia and Ontario, Canada
will not be excluded from the 2004 Interim Scrip Dividend Scheme, such Shareholders are
advised to consult their own professional advisers whether it would be beneficial or expedient
or legal for them to participate in the 2004 Interim Scrip Dividend Scheme. The Company is
not aware that it has any Shareholder in Canada with a registered address outside the provinces
of British Columbia and Ontario as at the close of business on 6 October 2004.

Receipt of this circular and/or a form of election shall not be construed as an offer in those
jurisdictions in which it would be illegal to make such an offer. For Shareholders resident in
these jurisdictions, this circular and/or the form of election have been sent to them for
information only.
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The 2004 Intenm‘ Serip Dividend Scheme is open to all Shareholders other than those
resident in territories where it would be unlawful f01 them to join without complymg with
registration, filing or other legal requ1rements For the av01dance of doubt, the 2004 Interim
Scrip Dividend Shares are not offered to the public (other than Shareholders) and the forms of
election are non transferable Notw1thstand1ng the legal adv1ce taken by the Company, it is the
responsibility of anyohe wishing to join the 2004 Intenm Scrip Dividend Scheme to satisfy
themselves as to full observance of the laws of any relevant territory, including obtaining any
governmental or other consents which may be required. Overseas Shareholders who are in any
doubt as to their posmon should consult their own professxonal advisers.

LISTING AND DEALINGS AND DESPATCH OF DIVIDEND WARRANTS AND/OR
SHARE CERTIFICATES : ,‘

Application has been made to HKSE and SGX-ST for approval for the listing of, and
permission to deal in, ‘the Interim Scrip Dividend Shares It is expected that the dividend
warrants in relation to the 2004 Interim Dividend and/or share certificates with respect to the
Interim Scrip Dividend Shares will be despatched, at the'risk of those entitled thereto, on or
about Tuesday, 7 December 2004. Dealings in the Interimfchrip Dividend Shares are expected
to commence on HKSE and SGX-ST on or about Wednesday, 8 December 2004 subject to the
proper receipt of the share certificates with respect to the Interlrn Scrip Dividend Shares by the
relevant Shareholders.

}

I
The Shares are listed and dealt in on HKSE and SGX ST. Save as disclosed herein, no

equity or debt securities of the Company are listed or dealt in on any other stock exchange nor

is listing or permission to deal in on any other exchangewbemg or proposed to be sought.

|
Dealings in Shares may be settled through the Central Clearing and Settlement System

and you should seek the advice of your stockbroker or other professional adviser for details of

these settlement arrangements and how such arrangements will affect your rights and interests.

CONDITIONS OF THE 2004 INTERIM SCRIP D]IVIDEND SCHEME
»

The 2004 Interim Scrip Dividend Scheme is conditio}nal upon (a) the issue price of each
Interim Scrip Dividend Share not being less than the nomir‘ival value of a Share of the Company;
and (b) the approval of HKSE and SGX-ST for the hstmg of and permission to deal in the
Interim Scrip Dividend Shares. In the unhkely event that any of the conditions are not satisfied,

Shareholders will receive the 2004 Interim :Scrip D1v1dend wholly in cash.
|




RECOMMENDATION AND ADVICE

Whether or not it is to your advantage to receive cash or the Interim Scrip Dividend
Shares or a combination thereof depends upon your own individual circumstances, and the
decision in this regard and all effects and consequences resulting therefrom are your sole
responsibility. If you are in any doubt as to what to do, you should consult your professional
- advisers as to whether or not you are permitted to receive the 2004 Interim Dividend in scrip
form or if any governmental or other consents are required. Shareholders who are trustees are
recommended to take professional advice as to whether the choice of the Interim Scrip
Dividend Shares is within their powers and as to its effect having regard to the terms of the

relevant trust instrument.

Yours faithfully,

For and on behalf of the Board
Shangri-La Asia Limited
Kuok Khoon Loong, Edward
Chairman
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