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ANNOUNCEMENT

Shangri-La Asia Limited (“SA™) will be required to adopt the new Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”) for its accounting year commencing | January 2005.
This follows moves by the HKICPA to harmenize financial reporting standards with those issued by the International
Accounting Standards Board.

SA will be required to adopt the new Hong Kong Financial Reporting Standards issued by the HKICPA for its accounting year
commencing 1 January 2005. This follows moves by the HKICPA to harmonize financial reporting standards with those issued
by the International Accounting Standards Board, especially the publication on 9 December 2004 of two new Hong Kong
Financial Reporting Standards: HKAS 17 “Leases” and HKAS 40 “Investment Property”.

SA’s first results prepared under these new and revised accounting standards will be published in its interim report for the six

months ended 30 June 20035 together with the 2004 restated comparatives.

SA expects that these new and revised standards will have a significant impact to its consolidated financial statements as

described below:

L SA’s hotel properties will no longer be accounted for as investment properties. Accordingly, for the accounting year
beginning on 1 January 2005, instead of stating the hotel properties at fair value, SA will adopt the following accounting
policies retroactively:

(1)  The underlying buildings and integral plant and machinery will be stated at cost less accumulated depreciation and
impairment, if any, under HKAS 16 “Property, Plant and Equipment”.

(2)  The underlying freehold land will be stated at cost less impairment, if any, under HKAS 16 “Property, Plant and
Equipment”, and

(3)  The underlying leasehold land will be stated at cost and subject to annual operating lease rental charge (amortization
of land cost) as required by HKAS 17 “Leases”.

Adoption of these new accounting policies will have the following consequences:

(a)  The net book value of fixed assets, the overall provision for deferred tax liabilities and the net asset value
(“NAV”) of SA will be reduced.

(b)  The annual depreciation and lease rental charges will increase and this will reduce the profit after tax attributable
to the shareholders (“PAT”) and the Earnings Per Share (“EPS") of SA.

11. For the accounting year beginning on | January 2005, SA will adopt the following accounting policy retroactively for its
investment properties:

- SA’s investment properties will continue to be stated at fair value. All changes in the fair value of investment
properties from one balance sheet date to the next will be reported in the income statement. Previously, such
changes were taken directly to the investment property revaluation reserve account on a portfolio basis to the
extent that the reserve remained in surplus.

Adoption of this new policy will affect the PAT and the EPS of SA depending on the results of the annual revaluation.
However, the above changes will have no impact on the cash generated from operations of SA or the estimated market values
of its fixed asset portfolio which are largely influenced by their ability to generate operating cash flows.

Since the computations relating to the restatement of the consolidated financial statements and the annual effects will take

considerable time and effort and will be subject to the review by the auditors, SA is at this stage, unable to reliably estimate the

financial effects of these changes on its PAT or NAV. However, these changes are not expected to adversely affect the
financial viability of SA's operations or to jeopardize its financial position.

SA continues to evaluate effects of adopting the other new and revised accounting standards to its consolidated financial

statements. As and when this work is completed, it is possible that further effects not covered in this announcement will be

identified. However, it is not expected that these will have a significant impact.
By Order of the Board
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