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Exemption File No.82-5006

THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action you should take, you should consult
your stockbroker or other registered dealer in securities, bank manager, solicitor, professional accountant or
other professional adviser.

If you have sold or transferred all your shares in Shangri-La Asia Limited, you should at once hand this
circular together with the accompanying form of proxy to the purchaser or transferee or to the bank,
stockbroker or other agent through whom the sale or transfer was effected for transmission to the purchaser
or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

SHANGRI-LA ASIA LIMITED N
EHRBN(GEMNAERAF SEER
~{Stock Code: 00069) “ ,

PROPOSAL FOR GRANT OF GENERAL MANDATE
TO REPURCHASE SHARES,
AMENDMENTS TO THE BYE-LAWS,
RE-ELECTION OF RETIRING DIRECTORS AND
NOTICE OF ANNUAL GENERAL MEETING

Resolutions will be proposed at the Annual General Meeting of Shangri-La Asia Limited to be held at Island
Ballroom, Level 5, Island Shangri-La Hotel, Pacific Place, Supreme Court Road, Central, Hong Kong on
Wednesday, 24 May 2006 at 10:00 a.m. to approve, inter alia, the matters referred to in this circular.

The Notice convening the Annual General Meeting together with the form of proxy for use at the Annual
General Meeting are enclosed with this circular. Whether or not you are able to attend the meeting, you are
requested to complete the form of proxy in accordance with the instructions printed thereon and return it to
Abacus Share Registrars Limited, the Company’s branch share registrar in Hong Kong, of 26/F., Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong not less than 48 hours before the time appointed for
holding the Annual General Meeting.

*  For identification purpose only

28 April 2006
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DEFINITIONS

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

otherwise requires:

“2005 Annual General Meeting” the annual general meeting of the Company held at 10:00
a.m. on Thursday, 26 May 2005

“Annual General Meeting” the annual general meeting of the Company to be held at
10:00 a.m. on Wednesday, 24 May 2006 at Island
Ballroom, Level 5, Island Shangri-La Hotel, Pacific
Place, Supreme Court Road, Central, Hong Kong

“Board” the Board of Directors of the Company

“Bye-Laws” the bye-laws of the Company as amended from time to
time

“Company” Shangri-La Asia Limited, an exempted company

incorporated in Bermuda with limited liability, the shares
of which are primarily listed on the Main Board of the
HK Stock Exchange with secondary listing on SGX-ST

“Directors” the directors of the Company

“Group” | the Company and its subsidiaries

“HK Stock Exchange” The Stock Exchange of Hong Kong Limited

“HK$” Hong Kong dollars, the lawful currency of Hong Kong
“Hong Kong” the Hong Kong Special Administrative Region of the

People’s Republic of China
“KGL” Kerry Group Limited

“Latest Practicable Date” 19 April 2006, being the latest practicable date prior to
the printing of this circular for ascertaining certain
information referred to in this circular

“Listing Rules” the Rules Governing the Listing of Securities on the HK
Stock Exchange

“Notice” a notice dated 28 April 2006 convening the Annual
General Meeting, a copy of which is set out on pages 16
to 22 of this circular




DEFINITIONS

]

“Recognised Stock Exchange’

“SFO”
“SGX-ST”

“Share(s)”

“Share Repurchase Mandate”

“Share Resolution”

“Special Resolution”

“Takeovers Code”

any stock exchange recognised by the Securities and
Futures Commission of Hong Kong and the HK Stock
Exchange for the purpose of securities repurchases

Securities and Futures Ordinance
the Singapore Exchange Securities Trading Limited

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

a general and unconditional mandate to be given to the
Directors to exercise the powers of the Company to
repurchase at any time until the next annual general
meeting of the Company or such earlier period as stated
in the Share Resolution the Shares up to a maximum of
10 per cent of the fully paid-up issued share capital of the
Company at the date of the Share Resolution

the ordinary resolution referred to in item 6B of the
Notice

the special resolution referred to in item 7 of the Notice

the Hong Kong Code on Takeovers and Mergers




LETTER FROM THE BOARD

SHANGRI-LA ASIA LIMITED

{Incorporated in Bermuda with limited liability)

EREN(ZMERQA"

(Stock Code: 00069)

Executive Directors: Registered Office:
Mr KUOK ‘Khoon Loong, Edward (Chairman) Canon’s Court
Mr YE Longfei (Deputy Chairman) 22 Victoria Street
Mr Giovanni ANGELINI Hamilton HM12
Mr LUI Man Shing Bermuda

Mr NG Si Fong, Alan :
Head Office and Principal

Non-Executive Directors: Place of Business in Hong’Kong:
Madam KUOK Oon Kwong . 21st Floor, CITIC Tower '

Mr HO Kian Guan : . No. 1 Tim Mei Avenue

Mr LEE Yong Sun Central

Mr Roberto V. ONGPIN Hong Kong
Mr Alexander Reid HAMILTON" ', '
Mr TOW Heng Tan' -
Mr Timothy David DATTELS™ -
Mr HO Kian Hock :
(alternate to Mr HO Kian Guan)

t Independent Non-Executive -Directors ) ‘_ ) 2_8 Apfil 2006

* For identification purpose only
Dear Shareholders,

PROPOSAL FOR GRANT OF GENERAL MANDATE
TO REPURCHASE SHARES,
AMENDMENTS TO THE BYE-LAWS,
RE-ELECTION OF RETIRING DIRECTORS AND
NOTICE OF ANNUAL GENERAL MEETING

1. INTRODUCTION

The purpose of this circular is to provide you with information relating to, inter alia, (a)
the Share Repurchase Mandate and (b) the amendments to the Bye-Laws to enable you to make
an informed decision on whether to vote for or against the Share Resolution and the Special
Resolution to be proposed at the Annual General Meeting. '
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LETTER FROM THE BOARD

2. GENERAL MANDATE TO REPURCHASE SHARES

The latest general mandate to repurchase Shares up to a maximum of 10 per cent of the
fully paid-up issued Shares was granted to the Directors at the 2005 Annual General Meeting.

The Share Resolution will be proposed at the Annual General Meeting to approve the
grant of the Share Repurchase Mandate to the Directors. The Share Repurchase Mandate will
continue in force until the conclusion of the next annual general meeting of the Company or
any earlier date as referred to in item 6B of the Notice.

Shareholders should refer to the explanatory statement contained in the Appendix I of this
circular, which sets out further information in relation to the Share Repurchase Mandate.

3. AMENDMENTS TO THE BYE-LAWS

The Listing Rules have been amended such that, among other things, a listed issuer in
general meeting shall have power by ordinary resolution to remove any director (including a
managing or other executive director, but without prejudice to any claim for damages under
any contract) before the expiration.of his/her period of office. The amendment came into effect
on 1 March 2006. Accordingly, the Directors propose to amend the Bye-Laws to reflect the
change required by the Listing Rules.

In order to be consistent with the requirements under the code provision of Appendix 14
to the Listing Rules, the Directors propose to amend the Bye-Laws such that all Directors
appointed by the shareholders at general meeting to fill casual vacancies, or by the Board to
fill casual vacancies or as additions to the Board shall be subject to election by shareholders
at the first general meeting after their appointment. '

In addition, the Directors also propose to amend the Bye-Laws such that the term of office
of alternate Director shall coincide with that of the relevant Director to whom such alternate
Director serves as the alternate and that the rights of alternate Director are clearly provided in
the Bye-Laws.

Details of the amendments are set out in item 7 of the Notice.
4., ANNUAL GENERAL MEETING

Notice of the Annual General Meeting is set out on pages 16 to 22 of this circular. At the
Annual General Meeting, ordinary resolutions to approve, inter alia, the Share Repurchase
Mandate and the Special Resolution to approve the amendments to the Bye-Laws will be
proposed. '

A form of proxy for use at the Annual General Meeting is enclosed with this circular.
Whether or not you are able to attend the meeting, you are requested to complete the form of
proxy in accordance with the instructions printed thereon and return it to Abacus Share
Registrars Limited, the Company’s branch share registrar in Hong Kong, of 26/F., Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong not less than 48 hours before the time
appointed for holding the Annual General Meeting. Completion and return of the form of proxy
- will not prevent you from attending and voting at the Annual General Meeting if you so wish.
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LETTER FROM THE BOARD

Pursuant to Bye-Law 70 of the Bye-Laws, subject to the Listing Rules, a resolution put
to the vote of the general meeting shall be decided on a show of hands unless a poll is (before
or on the declaration of the result of the show of hands or on the withdrawal of any other
demand for a poll) demanded:

(i) by the Chairman of the meeting; or

(ii) Dby at least three shareholders present in person or by duly authorized corporate
representative or by proxy for the time being entitled to vote at the meeting; or

(iii) by any shareholder or shareholders present in person or by duly authorized corporate
representative or by proxy and representing not less than one-tenth of the total
voting rights of all the shareholders having the right to vote at the meeting; or

(iv) by any shareholder or shareholders present in person or by duly authorized corporate
representative or by proxy and holding shares in the Company conferring a right to
vote at the meeting being shares on which an aggregate sum has been paid up equal
to not less than one-tenth of the total sum paid up on all the shares conferring that
right. :

In addition, if the aggregate proxies held by (i) the Chairman of a particular meeting, and
(1) the Directors, account for 5% or more of the total voting rights at that meeting, and if on
a show of hands in respect of any resolution, the meeting votes in the opposite manner to that
instructed in the proxies referred to above, the Chairman of the meeting and/or any Director
holding proxies as aforesaid shall demand a poll, unless it is apparent from the total proxies
held by those persons that a vote taken on a poll will not reverse the vote taken on a show of
hands.

5. RECOMMENDATION

The Directors are of the opinion that the grant of the Share Repurchase Mandate and the
amendments to the Bye-Laws are in the best interests of the Company and its shareholders.
Accordingly, the Directors recommend shareholders to vote in favour of the Share Resolution
and the Special Resolution to be proposed at the Annual General Meeting.

6. GENERAL INFORMATION

Your attention is drawn to the information contained in Appendix II and Appendix III of
this circular which set out details of the retiring Directors proposed to be re-elected at the
Annual General Meeting and the Directors’ fees (including fees payable to members of the
Audit and Remuneration Committees) for the year ended 31 December 2006 respectively.

Yours faithfully,

On Behalf of the Board of
Shangri-La Asia Limited
Kuok Khoon Loong, Edward
Chairman




APPENDIX 1 EXPLANATORY STATEMENT ON THE
GENERAL MANDATE TO REPURCHASE SHARES

The following is the explanatory statement required to be sent to shareholders under the
Listing Rules to enable them to make an informed decision on whether to vote for or against
the ordinary resolution in relation to the Share Repurchase Mandate to be proposed at the

Annual General Meeting.
1. SHARE REPURCHASE PROPOSAL

As at the Latest Practicable Date, the issued share capital of the Company comprised
2,529,522,474 fully paid-up Shares. It is proposed that up to a maximum of 10 per cent of the
fully paid-up Shares in issue at the date of passing of the Share Resolution to approve the Share
Repurchase Mandate may be repurchased by the Directors. Subject to the passing of the Share
Resolution, on the basis that no further Shares are issued prior to the Annual General Meeting
and ignoring other restrictions, the Company would be allowed under the Share Repurchase
Mandate to repurchase up to a maximum of 252,952,247 fully paid-up Shares on the HK Stock
Exchange or on the Recognised Stock Exchange or on the SGX-ST.

2. REASONS FOR REPURCHASES

The Directors believe that it is in the best interests of the Company and its shareholders
to have a general authority from the shareholders to enable the Company to repurchase Shares
in the market. Such repurchases miay, depending on market conditions and funding
arrangements at the time, lead to an enhancement of the net asset value of the Company and/or
earnings per share of the Company and will only be made when the Directors believe that such
a repurchase will benefit the Company and its sharcholders.

3. FUNDING OF REPURCHASES

- In repurchasing Shares, the Company may only apply funds legally available for such
purpose’ in accordance with its constitutional documents and the laws of Bermuda.

There might be a material adverse impact on the working capital or gearing position of
the Company as compared with the position disclosed in the audited consolidated accounts
contained in the annual report of the Company for the year ended 31 December 2005 and taking
into account the financial position of the Company as at the Latest Practicable Date, in the
event that the proposed share repurchases were to be carried out in full at any time during the
proposed repurchase period.

However, the Directors do not propose to exercise the Share Repurchase Mandate to such
extent as Would in" the c1rcumstances have a material adverse effect on the working capital
requ1rements of the Company or the gearing levels which in the opinion of the Directors are

from time to time. approprlate for the Company.

—6—




APPENDIX T . : EXPLANATORY STATEMENT ON THE
GENERAL MANDATE TO REPURCHASE SHARES

4. GENERAL

The Directors have undertaken to the HK Stock Exchange that, so far as the same may
be applicable, the exercise of the power of the Company to make repurchases pursuant to the
Share Repurchase Mandate upon passing of the Share Resolution will be in accordance with
the Listing Rules and the applicable laws of Bermuda.

None of the Directors nor, to the best of their knowledge having made all reasonable
enquiries, any of their associates (as defined in the Listing Rules) have a present intention, in
the event that the Share Resolution is adopted by shareholders of the Company, to sell Shares
to the Company.

No connected person (as defined in the Listing Rules) has notified the Company that he
has a present intention to sell Shares to the Company, or has undertaken not to do so, in the
event that the Share Repurchase Mandate is approved.

If, as a result of a share repurchase, a shareholder’s proportionate interest in the voting
rights of the Company increases, such increase will be treated as an acquisition for the purpose
of the Takeovers Code. As a result, a shareholder or a group of shareholders acting in concert
(depending on the level of increase of shareholders’ interests), could ob‘tain or consolidate
control of the Company and become obliged to make a mandatory offgf in accordance with
Rule 26 of the Takeovers Code.

As at the Latest Practicable Date, KGL was directly or indirectly interested in
1,087,719,468 Shares™" as recorded in the register required to be kept under Section 336 of
the SFO, which constituted approximately 43 per cent of the voting rights attaching to the
issued share capital of the Company. If the Share Repurchase Mandate were to be exercised in
full, KGL would (assuming that there is no change in the relevant facts and circumstances) hold
approximately 47.78 per cent of the voting rights attaching to the issued share capital of the
Company.

It is considered that such increase may give rise to an obligation to make a mandatory
offer as referred to above. The Directors have no present intention to exercise the Share
Repurchase Mandate to such an extent as would result in such takeover obligations. Save as
aforesaid, the Directors are not aware of any consequences which would arise under the
Takeovers Code as a consequence of any repurchases pursuant to the Share Repurchase
Mandate.

Note: Such Shares include deemed interest in Shares held by a subsidiary of Shangri-La Hotel Public Company
Limited, Thailand.




APPENDIX 1 EXPLANATORY STATEMENT ON THE
GENERAL MANDATE TO REPURCHASE SHARES

5. SHARE REPURCHASES MADE BY THE COMPANY

During the six months prior to the Latest Practicable Date, the Company has not
repurchased any Shares whether on the HK Stock Exchange or on the Recognised Stock
Exchange or on the SGX-ST or by private arrangement.

6. MARKET PRICES

The highest and lowest prices at which the Shares have been traded on the HK Stock
Exchange during each of the previous twelve months (from 1 April 2005 to 31 March 2006)

were as follows:

Shares
Highest Lowest
Year Month Price Price
HK$ HK$
2005 April 11.90 10.65
May 11.90 11.40
June 12.80 11.50
July ' 14.30 12.10
August : 14.05 12.60
September 13.55 11.95
October 13.20 10.05
November 12.50 10.90
December 13.15 10.85
2006 January 13.20 12.10
February 13.00 12.10
March 12.85 12.05




APPENDIX II DETAILS OF RETIRING DIRECTORS PROPOSED TO BE
RE-ELECTED AT THE ANNUAL GENERAL MEETING

In relation to the re-election of retiring Directors as referred to in item 3 of the Notice,
Mr Kuok Khoon Loong, Edward, Mr Lui Man Shing, Mr Ng Si Fong, Alan and Madam Kuok
Oon Kwong retire by rotation in accordance with Bye-Law 99 of the Company’s Bye-Laws. All
retiring Directors, being eligible, offer themselves for re-election at the Annual General
Meeting.

The following are the particulars of the abovementioned retiring Directors as required
under Rule 13.51(2) of the Listing Rules:

Mr KUOK Khoon Loong, Edward

Mr Kuok, aged 53, is the Chairman of the Company. He was appointed as an Executive
Director of the Company in March 2003 and was appointed as the Chairman of the Company
in August 2003. He was previously the Chairman of Kerry Properties Limited (a company
listed on The Stock Exchange of Hong Kong Limited) and a Director of Allgreen Properties
Limited (a company listed on the Singapore Exchange Securities Trading Limited). He is the
Chairman and Managing Director of Shangri-La International Hotels (Pacific Place) Limited
and Shangri-La Hotel (Kowloon) Limited, a Vice Chairman of Kerry Holdings Limited and the
Chairman of Shangri-La International Hotel Management Limited. Mr Kuok is also the
Chairman of the Board of Kuok Philippine Properties, Inc. and EDSA Properties Holdings Inc.
(both are listed companies in the Philippines). He has been with the Kuok Group since 1978.
He has a Master’s degree in Economics from the University of Wales in the United Kingdom.
Mr Kuok is a brother of Madam Kuok Oon Kwong.

As at the Latest Practicable Date, Mr Kuok’s interest in the Shares and underlying Shares
of the Company within the meaning of Part XV of the SFO is as follows:

Shares
Number of Shares Held
Class of Personal Family Corporate
Name of Company Shares Interest Interest . Interest Total
(Note 1) (Note 2)
The Company Ordinary 3,456 - 297,410 300,866
Notes:
L These shares were held by Mr Kuok as beneficial owner,
2. These shares represented the interest of a controlled corporation.




APPENDIX II DETAILS OF RETIRING DIRECTORS PROPOSED TO BE
‘ RE-ELECTED AT THE ANNUAL GENERAL MEETING

Underlying Shares — Share Options granted by the Company

Number of Option
Shares held as at

Exercise Price per the Latest

Date of Grant Option Share Practicable Date
HK$

28 April 2005 ' 11.60 500,000

Mr Kuok has a service contract with the Company. The emoluments of the executive
Directors of the Company are reviewed by the Remuneration Committee of the Board of
Directors of the Company with reference to the Group’s performance and profitability, as well
as the remuneration benchmark in the industry and the prevailing market conditions. For the
year ended 31 December 2005, Mr Kuok received annual remuneration of approximately
US$3,127,000 from the Group. This includes salary, housing, discretionary bonus, contribution
to pension schemes and other benefits in kind.

Save as mentionedv above, Mr Kuqk does not have any other matters that need to be
brought to the attention of the shareholders of the Company or any other information required
to be disclosed pursuant to any of the requirements under Rule 13.51(2) of the Listing Rules.

Mr LUI Man Shing

Mr Lui, aged 62, was appomted as an Executive Director of the Company in March 2002.
Mr Lui joined the Kuok Group in 1977. He was previously Managing Director of Kerry
(Thailand) Co. Ltd. and Shangri-La Hotel Public Company Limited (“SHPCL”), both
companies incorporated in Thailand. SHPCL is a company listed on the Stock Exchange of
Thailand. In 1992, Mr Lui returned to Hong Kong to oversee the planning and development of
the Kuok Group’s investments and hotel projects in China. At present, he is the Vice Chairman
of SHPCL, the Mahaging Director of Kerry Beverages Limited and a Director of a number of
companies within the Shangri-La Asia Group and the Kuok Group (including Kerry Holdings
Limited and Kerry Trading Co. Limited).

~10 -




APPENDIX II - DETAILS OF RETIRING DIRECTORS PROPOSED TO BE
RE-ELECTED AT THE ANNUAL GENERAL MEETING

As at the Latest Practicable Date, Mr Lui’s interest in the Shares and underlying Shares
of the Company and its Associated Corporation within the meaning of Part XV of the SFO is
as follows:

Shares
Number of Shares Held
Class of Personal Family Corporate
Name of Company Shares Interest Interest Interest " Total
‘ {Note 1)
Shangri-La Hotel Ordinary 10,000 - - 10,000
Public Company
Limited
Note:
1. These shares were held by Mr Lui as beneficial owner.

Underlying Shares'— Share Options granted by the Company

Number of Option
Shares held as at

Exercise Price per the Latest

Date of Grant Option Share Practicable Date
HK$

29 May 2002 6.81 300,000

28 April 2005 11.60 300,000

Mr Lui does not have any service contract with the Group. The emoluments of the
executive Directors of the Company are reviewed by the Remuneration Committee of the
Board of - Directors of the Company with reference to the Group’s performance and
profitability, as well as the remuneration benchmark in the industry and the prevailing market
conditions. For the year ended 31 December 2005, Mr Lui received director’s fee of
approximately US$4,000 from the Company’s subsidiary.

Save as mentioned above, Mr Lui does not have any other matters that need to be brought
to the attention of the shareholders of the Company or any other information required to be
disclosed pursuant to any of the requirements under Rule 13.51(2) of the Listing Rules.

-11 -




APPENDIX II DETAILS OF RETIRING DIRECTORS PROPOSED TO BE
RE-ELECTED AT THE ANNUAL GENERAL MEETING

Mr NG Si Fong, Alan

Mr Ng, aged 52, was appointed as an Executive Director of the Company in August 2002.
Mr Ng is currently the Senior Group Director of Projects of Shangri-La International Hotel
Management Limited, overseeing the Shangri-La Asia Group’s new hotels developments and
the refurbishment of existing hotels. Prior to taking up the current position in March 2002, Mr
Ng was the Project Director of Kerry Properties (H.K.) Limited and a Director of Kerry Project
Management (H.K.) Limited, both wholly-owned subsidiaries of Kerry Properties Limited. He
joined the Kerry Group in 1990 and has since handled over twenty project developments, many
of which have been the Kerry Group’s signature projects, including hotels, top-end luxury
residential developments and grade A commercial properties. Mr Ng is a chartered engineer by
profession and has over 27 years of experience in design, construction and project management
of various types of building and civil engineering projects.

As at the Latest Practicable Date, Mr Ng’s interest in the underlying Shares of the
Company within the meaning of Part XV of the SFO is as follows:

Underlying Shares — Share Options granted by the Company

Number of Option
Shares held as at

Exercise Price per the Latest

Date of Grant Option Share Practicable Date
HK$

29 May 2002 6.81 120,000

28 April 2005 11.60 300,000

Mr Ng has a service contract with the Company’s subsidiary. The emoluments of the
executive Directors of the Company are reviewed by the Remuneration Committee of the
Board of Directors of the Company with reference to the Group’s performance and
profitability, as well as the remuneration benchmark in the industry and the prevailing market
conditions. For the year ended 31 December 2005, Mr Ng received annual remuneration of
approximately US$509,000 from the Company’s subsidiary. This includes salary, housing,
discretionary bonus, contribution to pension schemes and other benefits in kind.

Save as mentioned above, Mr Ng does not have any other matters that need to be brought
to the attention of the shareholders of the Company or any other information required to be
disclosed pursuant to any of the requirements under Rule 13.51(2) of the Listing Rules.
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APPENDIX II DETAILS OF RETIRING DIRECTORS PROPOSED TO BE
RE-ELECTED AT THE ANNUAL GENERAL MEETING

Madam KUOK Oon Kwong

Madam Kuok, aged 59, was appointed as a Non-Executive Director of the Company in
November 1999. She is an Advocate & Solicitor (Barrister-at-Law) from Gray’s Inn, London.
In 1986, she was appointed Company Secretary of Shangri-La Hotel Limited, Singapore

(“SHL”). This appointment enabled her to gain experience in handling the corporate and legal
affairs of a listed company and also in hotel operations. In 1988, she joined the Board of SHL
and is currently its Executive Chairman. She was appointed as a Director of Allgreen Properties
Limited (a company listed on the Singapore Exchange Securities Trading Limited) in 1986.
Madam Kuok is also a Director of a number of companies within the Shangri-La Asia Group
including Shangri-La Hotel Public Company Limited, Thailand (a company listed on the Stock
Exchange of Thailand) and Shangri-La Hotels (Malaysia) Berhad, Malaysia (a company listed
on the Bursa Malaysia Securities Berhad) (both of which she currently holds the position of
Managing Director) and certain subsidiaries of SHL. Madam Kuok is a sister of Mr Kuok
Khoon Loong, Edward.

As at the Latest Practicable Date, Madam Kuok’s interest in the Shares and underlying
Shares of the Company and its Associated Corporation within the meaning of Part XV of the
SFO is as follows:

Shares
Number of Shares Held
Class of Personal Family Corporate
Name of Company Shares Interest Interest Interest Total
(Note 1) (Note 2) (Note 3)
The Company Ordinary 151,379 192,011 108,673 452,063
Shangri-La Hotels Ordinary - - 10,000 10,000

(Malaysia) Berhad

Notes:

1. These shares were held by Madam Kuok as beneficial owner.
2. These shares were held by the spouse of Madam Kuok.

3. These shares were held through a company which was owned as to 50% by Madam Kuok.

- 13 -




APPENDIX 11 DETAILS OF RETIRING DIRECTORS PROPOSED TO BE
RE-ELECTED AT THE ANNUAL GENERAL MEETING

Underlying Shares — Share Options granted by the Company

Number of Option
. Shares held as at

~ Exercise Price per the Latest

Date of Grant Option Share  Practicable Date
HK$

28 April 2005 11.60 300,000

The Company has issued a letter of appointment to Madam Kuok pursuant to which
Madam Kuok is appointed as a Non-Executive Director of the Company for a term
commencing from 30 May 2003 (the date of her last re-election as Director of the Company)
and ending at the conclusion of the Annual General Méeting. She is entitled to a Director’s fee
payable by the Company. In addition, she has service contracts with the Company’s
subsidiaries from which she receives annual remuneration. For the year ended 31 December
2005, Madam Kuok received a Director’s fee of HK$150,000 from the Company. She also
received annual remuneration of approximately US$309,000 from the Company’s subsidiaries.
This includes salary, director’s fees, discretionary bonus, contribution to pension schemes and

other benefits in kind.
Save as mentioned above, Madam Kuok does not have any other matters that need to be

brought to the attention of the shareholders of the Company or any other information required
to be disclosed pursuant to any of the requirements under Rule 13.51(2) of the Listing Rules.
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APPENDIX IIT DIRECTORS’ FEES (INCLUDING FEES PAYABLE
TO MEMBERS OF THE AUDIT AND REMUNERATION
COMMITTEES) FOR THE YEAR ENDED 31 DECEMBER 2006

In relation to the fixing of Directors’ fees (including fees payable to members of the Audit
and Remuneration Committees) as referred to in item 4 of the Notice, the Directors
recommended that the Directors’ fees for the financial year ended 31 December 2006 be fixed
at HK$150,000 per annum payable to each non-executive Director of the Company, subject to
such terms (including as to pro-rating for the year ended 31 December 2006) as the Directors
(or a duly authorised committee thereof) may in their absolute discretion see fit.

The Directors also propose that fees be payable to members of the Remuneration and
Audit Committees (who are non-executive Directors of the Company) for their services
rendered in 2006. Details are set out below:

() a fee of HK$50,000 per annum be payable to each member of the Remuneration
Committee who is a non-executive Director of the Company for the services
rendered in 2006.

(i) a fee of not exceeding HK$100,000 per annum be payable to each member of the
Audit Committee who is a non-executive Director of the Company for the services
rendered in 2006, HK$50,000 of which shall be paid as a retainer and the balance
not exceeding HK$50,000 shall be calculated by reference to the actual attendance
of such member at the Audit Committee meetings held during the year and subject
to such other terms as the Directors may in their absolute discretion see fit.

The Directors’ fees (including fees payable to members of the Audit and Remuneration
Committees) for the financial year ended 31 December 2006 as mentioned above are the same
as those for the financial year ended 31 December 2005 which were approved by the
shareholders of the Company at the 2005 Annual General Meeting.
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SHANGRI-LA ASIA LIMITED
(Incorporated in Bermuda with limited liability)
EREN(ZEM)IBERRAA

(Stock Code: 00069)

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Shangri-La Asia
Limited (the “Company”) will be held at Island Ballroom, Level 5, Island Shangri-La Hotel,
Pacific Place, Supreme Court Road, Central, Hong Kong on Wednesday, 24 May 2006 at 10:00

a.m. for the following purposes:

1. Toreceive and consider the audited accounts and the reports of the Directors and the
Auditors for the year ended 31 December 2005;

2. To declare a final dividend for the year ended 31 December 2005;
3.  To re-elect retiring Directors;

4. To fix Directors’ fees (including fees payable to members of the Audit and

Remuneration Committees);

5. To re-appoint Auditors and to authorise the Directors of the Company to fix their

remuneration;

6. To consider as Special Business, and if thought fit, pass with or without amendments
the following resolutions as Ordinary Resolutions:

A. THAT:

(a) subject to paragraph (c) below, the exercise by the Directors of the
Company during the Relevant Period (as hereinafter defined) of all the
powers of the Company to allot and issue additional shares in the share
capital of the Company and to make or grant offers, agreements and
options which would or might require the exercise of such power be and

is hereby generally and unconditionally approved;

(b) the approval in paragraph (a) above shall authorise the Directors of the
Company during the Relevant Period to make or grant offers, agreements
and options which would or might require the exercise of such powers
after the end of the Relevant Period;
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(©)

(d)

the aggregate nominal amount of share capital allotted or agreed
conditionally or unconditionally to be allotted (whether pursuant to an
option or otherwise) by the Directors of the Company pursuant to the
approval in paragraph (a) above, otherwise than pursuant to (i) a Rights
Issue (as hereinafter defined), (ii) the exercise of any option under any
share option scheme or similar arrangement for the grant or issue to
option holders of shares in the Company, (iii) any scrip dividend scheme
or similar arrangement providing for the allotment of shares in lieu of the
whole or part of a dividend on shares of the Company in accordance with
the Bye-Laws of the Company, (iv) the exercise of any conversion rights
attaching to the Zero Coupon Guaranteed Convertible Bonds due 2009
issued by Shangri-La Finance Limited, and (v) any specific authority,
shall not exceed 20 per cent of the aggregate nominal amount of the share
capital of the Company in issue as at the date of the passing of this
Resolution and the said approval shall be limited accordingly; and

for the purposes of this Resolution:

“Relevant Period” means the period from the passing of this Resolution
until whichever is the earliest of:

(i) the conclusion of the next Annual General Meeting of the Company;

(ii) the expiration of the period within which the next Annual General
Meeting of the Company is required by the Bye-Laws of the
Company or any applicable laws of Bermuda to be held; or

(iii) the revocation or variation of this Resolution by an ordinary
resolution of the shareholders of the Company in general meeting.

“Rights Issue” means an offer of shares open for a period fixed by the
Directors of the Company to holders of shares on the register on a fixed
record date in proportion to their then holdings of such shares (subject to
such exclusions or other arrangements as the Directors of the Company
may deem necessary or expedient in relation to fractional entitlements or
having regard to any restrictions or obligations under the laws of or the
requirements of any recognised regulatory body or any stock exchange in
any territory outside Hong Kong).

B. THAT:

(a)

the exercise by the Directors of the Company during the Relevant Period
(as hereinafter defined) of all powers of the Company to repurchase its
own shares on The Stock Exchange of Hong Kong Limited (the “HKSE”)
or on any other stock exchange on which the shares of the Company may
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be listed and recognised by the Securities and Futures Commission of
Hong Kong and the HKSE for this purpose or on the Singapore Exchange
Securities Trading Limited, subject to and in accordance with all
applicable laws and the requirements of the Rules Governing the Listing
of Securities on the HKSE or that of any other stock exchange as
amended from time to time (as the case may be), be and is hereby
generally and unconditionally approved;

(b) the aggregate nominal amount of shares of the Company repurchased by
the Company pursuant to paragraph (a) above during the Relevant Period
shall not exceed 10 per cent of the aggregate nominal amount of the share
capital of the Company in issue as at the date of the passing of this
Resolution and the authority pursuant to paragraph (a) above shall be
limited accordingly; and

(c) for the purposes of this Resolution, “Relevant Period” means the period
from the passing of this Resolution until whichever is the earliest of:

(i)  the conclusion of the next Annual General Meeting of the Company;

(i1) the expiration of the period within which the next Annual General
Meeting of the Company is required by the Bye-Laws of the

Company or any applicable laws of Bermuda to be held; or

(iii) the revocation or variation of this Resolution by an ordinary
resolution of the sharcholders of the Company in general meeting.

THAT:

Conditional upon the passing of Resolution No. 6B, the general mandate
granted to the Directors of the Company and for the time being in force to
exercise the powers of the Company to allot shares be and is hereby extended
by the addition to the aggregate nominal amount of the share capital which may
be allotted or agreed conditionally or unconditionally to be allotted by the
Directors of the Company pursuant to such general mandate of an amount
representing the aggregate nominal amount of the share capital of the Company
repurchased by the Company under the authority granted by the resolution set
out as Resolution No. 6B, provided that such amount shall not exceed 10 per
cent of the aggregate nominal amount of the share capital of the Company in
issue as at the date of the passing of this Resolution.
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To consider as Special Business, and if thought fit, pass with or without amendments
the following resolution as a Special Resolution:

THAT the Bye-Laws of the Company adopted on 25 May 1993 and amended up to
26 May 2005 be amended as follows:

(a) by deleting the existing Bye-Law 90 in its entirety and substituting therefor the
following new Bye-Law 90:

“90. The Company in general meeting may by Ordinary Resolution elect a
person or persons qualified to be Directors to act as alternate Directors to
any of the Directors of the Company or may authorize the Board to
appoint such alternate Directors. Any alternate Director may be removed

by the Company in general meeting by Ordinary Resolution and, if
appointed by the Board, may be removed by the Board and, subject
thereto, the office of alternate Director shall continue until the happening
of any event which, were he a Director, would cause him to vacate such
office or, if earlier, the date on which the relevant Director to whom such
alternate Director serves as the alternate, ceases to be a Director. An
alternate Director may also be a Director in his own right and may act as
alternate to more than one Director.”

(b) by deleting the existing Bye-Law 91 in its entirety and substituting therefor the
following new Bye-Law 91 and side-note:

“01. (A) A Director may at any time, by notice in writing signed by him  Rights of
delivered to the Registered Office or to the Head Office or at a g}reerg?;fs

meeting of the Board, appoint any person (including another

Director) to act as alternate Director in his place during his absence

and may in like manner at any time determine such appointment. If

such person is not another Director such appointment unless

previously approved by the Board shall have effect only upon and

subject to being so approved. The appointment of an alternate

Director shall determine on the happening of any event which, were

he a Director, would cause him to vacate such office or, if earlier,

the date on which the relevant Director to whom such alternate

Director serves as the alternate, ceases to be a Director.
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(B)

(&)

(D)

(E)

(F)

An alternate Director shall be entitled to contract and be interested
in and benefit from contracts or arrangements or transactions and to
be repaid expenses and to be indemnified to the same extent mutatis
mutandis as if he were a Director, but he shall not be entitled to
receive from the Company in respect of his appointment as alternate
Director any remuneration except only such part (if any) of the
ordinary remuneration otherwise payable to his appointor as such
appointor may by notice in writing to the Company from time to

time direct.

An alternate Director shall, if his appointor so requests, be entitled
to receive notices of meetings of the Board or committees of the
Board to the same extent as, but in lieu of, the Director appointing
him and shall be entitled to such extent to attend and vote as a
Director at any such meeting at which the Director appointing him
is not personally present and generally at such meeting to exercise
and discharge all the functions, powers and duties of his appointor
as a Director and for the purposes of the proceedings at such
meeting the provisions of these Bye—Léws shall apply as if he were
a Director.

Every person acting as an alternate Director shall (except as regards
power to appoint an alternate Director and remuneration) be subject
in all respects to the provisions of these Bye-Laws relating to
Directors and shall alone be responsible to the Company for his acts
and defaults and shall not be deemed to be the agent of or for the
Director appointing him.

Every person acting as an alternate Director shall have one vote for
each Director for whom he acts as alternate (in addition to his own
vote if he is also a Director). The signature of an alternate Director
to any resolution in writing of the Board or a committee of the
Board shall, unless the notice of his appointment provides to the
contrary, be as effective as the signature of his appointor.

No alternate Director shall by virtue of that position be a director for
the purposes of the Companies Act, but shall nevertheless be subject
to the provisions of the Companies Act in so far as they relate to the
duties and obligations of directors (other than the obligations to
hold any qualifying share in the Company) when performing the
functions of a Director.”
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(c) by deleting the existing Bye-Law 97(A)(vi) in its entirety and substituting
therefor the following new Bye-Law 97(A)(vi):

“(vi) if he shall be removed from office by an Ordinary Resolution of the
Company under Bye-Law 104.”

(d) by deleting the existing Bye-Law 102(A) in its entirety and substituting
therefor the following new Bye-Law 102(A):

“102.(A) The Company may from time to time in general meeting by Ordinary
Resolution elect any person to be a Director either to fill a casual
vacancy or as an addition to the Board. Any Director so appointed to
fill a casual vacancy shall hold office only until the next following
general meeting of the Company and shall then be eligible for
re-clection at the meeting but shall not be taken into account in
determining the Directors or the number of Directors who are to
retire by rotation at such meeting.”

(e) by deleting the words “annual general meeting” in Bye-Law 102(B) and
substituting therefor the words “general meeting”.

(f) Dby deleting the existing Bye-Law 104 and its side-note in their entirety and
substituting therefor the following new Bye-Law 104 and side-note:

“104. The Company may by Ordinary Resolution remove any Director Power to
(including a Managing Director or other Executive Director) before the rgir?eocvtgr

expiration of his period of office notwithstanding anything in these by

Bye-Laws or in any agreement between the Company and such Director g;g(i)?iiiyon

(but without prejudice to any claim which such Director may have for

damages for any breach of any contract between him and the Company)

and may elect another person in his stead. Any person so elected shall

hold office only until the next following general meeting of the

Company and shall then be eligible for re-election at such meeting, but

shall not be taken into account in determining the Directors or the

number of Directors who are to retire by rotation at such meeting.”

(g) by deleting the existing Bye-Law 182(i) and its side-note in their entirety and
replacing them with the following:

“(1) Intentionally deleted.”

By Order of the Board
Shangri-La Asia Limited
Ko Sau Lai
Company Secretary

Hong Kong, 28 April 2006
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Head Office and Principal Place
of Business in Hong Kong:

21st Floor, CITIC Tower

No. 1 Tim Mei Avenue

Central

Hong Kong

Notes:

Every shareholder entitled to attend and vote at the meeting convened by this notice (the “Meeting”) is entitled
to appoint up to two individuals as his proxies to attend and vote instead of him. Where a shareholder appoints
two proxies to represent him, the form of proxy must clearly indicate the number of shares in the Company
(““Shares™) which each proxy represents and which proxy is designated as the voting proxy. If two proxies are
appointed, only the voting proxy will be entitled to cast the shareholder’s vote(s): (a) on a show of hands; (b)
if both proxies purport to cast the shareholder’s vote(s) in a different manner; and (c) on the exercise of a
discretion. A proxy need not be a shareholder of the Company. The number of proxies appointed by a Clearing
House (or its nominee) (as defined in the Company’s Bye-Laws) is not subject to the aforesaid limitation. If
a shareholder fails to specify the number of Shares which each proxy represents and/or the name of the voting
proxy then, subject to the absolute discretion of the Chairman of the Meeting to decide otherwise, the
shareholder shall be deemed to have appointed the first-named proxy as his voting proxy and that such
first-named proxy shall represent all the Shares held by him.

Subject to note 1 above in relation to a Clearing House, a shareholder may only have one form of proxy valid
at any one time and if a shareholder submits more than one form of proxy, the last form of proxy received in
the manner described in note 4 below shall be treated as the only valid form of proxy.

Where there are joint registered holders of any Share, any one of such persons may vote at the Meeting, either
personally or by proxy, in respect of such Share as if he were solely entitled thereto; but if more than one of
such joint holders be present at the Meeting personally or by proxy, that one of the said persons so present
whose name stands first on the registers of members in respect of such Share shall alone be entitled to vote
in respect thereof. Several executors or administrators of a deceased shareholder in whose name any Share
stands first will for this purpose be deemed joint holders thereof.

In order to be valid, the form of proxy, together with the power of attorney or other authority (if any) under
which it is signed (or a notarially certified copy of that power or authority), must be deposited at the
Company’s branch share registrar in Hong Kong, Abacus Share Registrars Limited, at 26/F., Tesbury Centre,
28 Queen’s Road East, Wanchai, Hong Kong, not less than 48 hours before the time appointed for holding the
Meeting (or at any adjournment thereof).

The registers of members of the Company will be closed from Friday, 19 May 2006 to Wednesday, 24 May
2006, both days inclusive, during which period no transfer of shares will be effected. In order to qualify for
the proposed final dividend, all share transfers accompanied by the relevant share certificates must be lodged
for registration with the Company’s branch share registrar in Hong Kong, Abacus Share Registrars Limited,
at the above address no later than 4:00 p.m. on Thursday, 18 May 2006.

*  For identification purpose only
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As at 31 December 2005

0

1 OPERATING HOTELS

Available No. of

a. Owned and managed by the Group (Total 35 hotels) Rooms Apartments
Hong Kong Island Shangri-La 565
Kowloon Shangri-La 700
Beihai, Mainland China Shangri-La Hotel 362
Bejjing, Mainland China Shangri-La Hotel 528
China World Hotel 716
Traders Hotel 570
The Kerry Centre Hotel 487

Changchun, Mainland China Shangri-La Hotel 458 81
Dalian, Mainland China Shangri-La Hotel 562
Hangzhou, Mainland China Shangri-La Hotel 383
Harbin, Mainland China Shangri-La Hotel 340
Qingdao, Mainland China Shangri-La Hotel 501
Shanghai, Mainland China Pudong Shangri-La 957
Shenyang, Mainland China Traders Hotel 588
Shenzhen, Mainland China Shangri-La Hotel 522
Wuhan, Mainland China Shangri-La Hotel 448
Xian, Mainland China Shangri-La Golden Flower Hotel 416
Zhongshan, Mainland China Shangri-La Hotel 457
Fuzhou, Mainland China Shangri-La Hotel 414
Cebu Shangri-La's Mactan Istand Resort & Spa 543
Manila Edsa Shangri-La 650
Makati Shangri-La 694
Singapore Shangri-La Hotel 750
Rasa Sentosa Resort 459
Traders Hotel 546

Bangkok Shangri-La Hotel 799 24
Kota Kinabalu Shangri-La's Rasa Ria Resort, Dalit Bay Golf Club & Spa, Sabah 330
Shangri-La’'s Tanjung Aru Resort 495
Kuala Lumpur Shangri-La Hotel 695
Penang Shangri-La Hotel 442
Golden Sands Resort 395
Jakarta Shangri-La Hotel 668
Surabaya Shangri-La Hotel" 389
Fiji Shangri-La’s Fijian Resort, Yanuca Island 436
Yangon Traders Hotel 385

Total 18,650 105

¥ The Group has an effective [0% equity interest in the Shangri-La Hotel, Surabaya,
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As at 31 December 2005

2 HOTELS UNDER DEVELOPMENT
Projected No. of Projected
a. Owned and managed by the Group Rooms  Apartments Opening
Guangzhou, Mainland China Shangri-La Hotel, Pazhou 728 Late 2006
Chengdu, Mainland China Shangri-La Hotel 568 Early 2007
Xian, Mainland China Shangri-La Hotel 397 Mid 2007
Inner Mongolia, Mainland China Shangri-La Hotel, Baotou 360 y Mid 2007
Inner Mongolia, Mainland China Shangri-La Hotel, Huhhot 373 Il Mid 2007
Qingdao, Mainland China Shangri-La Hotel (Phase Il) 190 12 Late 2007
Shenzhen, Mainland China Shangri-La Futian 550 51 Late 2007
Wenzhou, Mainland China Shangri-La Hotel 360 20 Early 2008
Ningbo, Mainland China Shangri-La Hotel 562 60 Early 2008
inner Mongolia, Mainland China Shangri-La Hotel, Manzhouli 200 Mid 2008
Guilin, Mainland China Shangri-La Hotel & Spa 430 2009
Shanghai, Mainland China Shangri-La Expo 700 Late 2009
Shanghai, Mainland China Luxury hotel (part of composite development of Jingan Project) 800 2010
Shangri-La Hotel, Jingan (part of composite development of Jingan Project) 300 20114
Penang, Malaysia Shangri-La’s Rasa Sayang Resort & Spa (redevelopment) 304 Late 2006
Chiangmai, Thailand Shangri-La Hotel & Spa 280 Mid 2007
Boracay, The Philippines Shangri-La Resort & Spa 214 Early 2008
Villingtli Island, Maldives Shangri-La Resort & Spa 90 Early 2008
Total 7,406 165

b. Under operating lease and managed by the Group

London, United Kingdom Shangri-La Hotel At London Bridge Tower 195 Late 2010

Total

195
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Restated 2005/ Restated Restated Restated
2005 2004 2004 2003 2002 2001
US$ Million Us$ Million % Change US$ Million US$ Million US$ Million
CONSOLIDATED
Sales 842 726 6% 540 601 600
Profit/(loss) attributable to equity holders of the Company 151 i 14 33% 7 35 (12)
Dividends 65 58 12% 41 20 42
Total equity 2,630 2,165 21% 1,846 1,833 1,808
Net borrowings to total equity ratio 33.0% 40.2% (8% 57.7% 55.3% 56.5%
Earnings/(losses) per share (in US cents) 6.14 4.85 27% 033 .59 (0.55)
Dividends per share (in HK cents) 20.00 19.00 5% 14.00 7.00 {5.00
Net asset value per share (in US dollars) 1.04 090 6% 0.85 0.84 0.83
Operating Profit Before Finance Total Equity Share of Profit of Associates Earnings/(losses) Per Share
Costs* by Geographical Area by Geographical Area
US$ Million US$ Million Us$ Million US Cents
180 } - o A0 S _ _ B 7 -

1o 2,800 ] 60 ) o ) e AL
140 Mbmwo i I
S 2,400 50 ’

120 P e Ty T e e T T TAss -
2,000 40 Al 4
_1oo 1,808 1,833 1,846 - — i - : - - -
80 1,600 30 3 o 3
LS B a8 B _ A -~ 3 -
_ 60 1,200 20 22 2
40 N ‘ I, 23% - N T 1.59 - - B
Had 800 0 !
20 o ’ B o B T - o -
o | 400 a 1% 539 l859 929, 0 (055 E
C ST T - o o R Q,‘..__Hv a.ﬁw :u.‘.waw B T . - . -
20 o 10 -

2001 2002 2003 2004 2005

* Before corporate expenses, properties valuation gainfloss,

gainfloss on financiat assets held for trading and derivative
financial instrument, amortisation of trademark ond licences

and negative goodwill; and other non-operating items

{ Hotel Management

3 Other Areas

MR Singapore, Malaysia & Thailand
E The Philippines

¢ Mainland China

[ Hong Kong

12 | SHANGRI-LA ASIA LIMITED ANNUAL REPCRT 2005
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Group’s
effective interests Year
Hotels (As at 31 December 2005) 2005 2004 2003 2002 2001
The People’s Republic of China
Hong Kong
Kowloon Shangri-La 100%
Average No. of available rooms 700 700 706 723 725
Occupancy 74.0% 71.1% 39.2% 59.4% 61.1%
Average transient rates (US$) 214 183 177 i 64 172
Island Shangri-La 80%
Average No. of available rooms 565 565 565 565 565
Occupancy 78.6% 70.6% 51.3% 74.9% 70.6%
Average transient rates (US$) 287 238 197 204 228
Mainfand China
Shangri-La Hotel, Beijing 38%
Average No. of available rooms 528 528 657 657 657
Occupancy 73.6% 41.4% 32.7% 70.2% 58.7%
Average transient rates (US$) 105 96 65 67 75
China World Hotel, Beijing 50%
Average No. of available rooms 716 716 716 716 729
Occupancy 79.1% 71.9% 40.0% 25.3% 57.5%
Average transient rates (US$) 170 151 128 112 123
Traders Hotel, Beijing 50%
Average No. of available rooms 570 567 552 552 552
Occupancy 85.0% 84.4% 64.7% 83.8% 72.5%
Average transient rates (US$) 93 83 78 74 77
Portman Ritz-Carlton Hotel, Shanghai 30%
Average No. of available rooms 507 578 564 564 564
Occupancy 78.9% 81.1% 61.1% 80.1% 74.7%
Average transient rates (US$) 213 174 152 147 138
Shangri-La Hotel, Hangzhou 45%
Average No. of available rooms 383 383 384 384 384
Occupancy 74.2% 80.8% 74.8% 74.3% 65.1%
Average transient rates (US$) 118 108 89 90 89

14 | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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rb Group’s
P effective interests Year
— Hotels (As at 31 December 2005) 2005 2004 2003 2002 2001
rb Mainland China (Continued)
O Pudong Shangri-La, Shanghai
W (Including Phase 1) 100% :
W Average No. of available rooms 732 606 606 606 609
), Occupancy 72.8% 81.0% 68.8% 83.5% 70.8%
X Average transient rates (US$) 198 166 137 i34 134
Z
m Shangri-La Hotel, Harbin |00%
c Average No. of available rooms 341 C 346 346 346 346
m Occupancy 69.1% 79.4% 69.2% 71.9% 60.7%
Z Average transient rates (US$) 71 6l 57 52 57
>
—
< Shangri-La Hotel, Wuhan 92%
=2 Average No. of available rooms 460 476 500 505 505
v Occupancy 69.7% 71.3% 55.5% 62.9% 48.2%
Average transient rates (U5$) 66 63 59 55 63
The Kerry Centre Hotel, Beijing 23.75%
Average No. of available rooms 487 487 483 487 487
Occupancy 79.0% 78.0% 59.6% 79.5% 68.4%
Average transient rates (US$) 145 124 i i3 i 18
Shangri-La Hotel, Zhongshan 51%
Average No. of available rooms 430 259 N/A N/A N/A
Occupancy 59.8% 69.6% N/A N/A N/A
Average transient rates (US$) 71 62 N/A N/A N/A
Shangri-La Hotel, Fuzhou 100%
Average No. of available rooms 392 N/A N/A N/A N/A
Occupancy 60.3% N/A N/A N/A N/A
Average transient rates (US$) 70 N/A N/A N/A N/A
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Group’s
effective interests Year
Hotels (As at 31 December 2005) 2005 2004 2003 2002 2001
Malaysia (Continued)
Shangri-La's Rasa Ria Resort, Dalit Bay
Golf Club & Spa, Sabah 64.59%
Average No. of available rooms 329 328 328 328 330
Occupancy 79.3% 78.7% 64.1% 54.5% 61.8%
Average fransient rates (US$) 71 57 46 51 52
Shangri-La’s Tanjung Aru Resort,
Kota Kinabalu 40%
Average No. of available rooms 495 495 495 495 495
Occupancy 80.9% 79.4% 52.4% 56.7% 63.0%
Average transient rates (US$) 80 66 52 52 5]
Myanmar
Traders Hotel, Yangon 59.16%
Average No. of available rooms 397 403 403 392 392
Occupancy 46.8% 48.2% 36.8% 38.6% 35.6%
Average transient rates (US$) 34 33 34 34 40
Singapore
Shangri-La Hotel 100%
Average No. of available rooms 750 750 758 760 760
Occupancy 79.6% 73.8% 54.2% 65.0% 67.5%
Average transient rates (US$) 164 149 135 139 {43
Rasa Sentosa Resort 100%
Average No. of available rooms 459 459 459 459 459
Occupancy 79.7% 74.3% 58.2% 71.2% 70.9%
Average transient rates (US$) 100 95 91 88 88
Traders Hotel 40.75%
Average No. of available rooms 546 546 546 547 547
Occupancy 83.5% 82.1% 56.6% 69.0% 75.1%
Average transient rates (US$) 89 77 79 85 89
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O
B Group’s
po effective interests Year
— Investment Properties (As at 31 December 2005) 2005 2004 2003 2002 2001
B The People’s Republic of China
9 Mainland China
China World Trade Center
Z Phase | 40%
O Commercial
Average net leaseable area (sq. m.) 22,210 21,444 21,397 21,401 21,099
s Occupancy 96.4% 98.9% 99.5% 98.3% 97.1%
< Average rate per sq. m. per month (US$) 55 50 47 44 40
m
P Offices
_JﬂJ Average net leaseable area (sq. m.) 63,634 63,774 63,915 63,906 63,464
Occupancy 99.3% 97.8% 95.4% 94.4% 95.2%
MNN Average rate per sq. m. per month (US$) 35 34 35 35 30
W Serviced Apartments
=< Average net leaseable area (sq. m.) 50,167 50,167 31,696 41,654
v Occupancy 78.6% 60.2% 62.6% 62.5%
w Average rate per sq. m. per month (US$) 25 26 28 3]
Phase i 43%
Commercial
Average net leaseable area (sq. m.) 6,292 6,206 6,187 6,398 5,780
Occupancy 99.3% 99.2% 98.3% 95.8% 95.3%
Average rate per sq. m. per month (USS) 50 48 45 40 37
Offices
Average net leaseable area (sq. m.) 52,525 52,525 50,903 51,006 50,686
Occupancy 99.8% 99.2% 90.6% 96.7% 97.9%
Average rate per sq. m. per month (US$) 37 34 33 28 27
Total Rental Revenue (US$’000) 82,171 752141 68,006 70,011 62,563
Century Towers Apartments, Beijing 50%
Serviced Apartments
Average net leaseable area (sg. m.) 31,319 31,639 31,646 31,802 31,802
Occupancy 53.5% 47.5% 43.0% 53.2% 62.3%
Average rate per sq. m. per month (US$) 1 b 12 i3 14
Total Rental Revenue (US$'000) 2,271 1,993 1,890 2,648 3,370
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Group’s
effective interests Year
Investment Properties (As at 31 December 2005) 2005 2004 2003 2002 2001
Mainland China (Continued)
Beijing Kerry Centre 23.75%
Commercial
Average gross leaseable area (sq. m.) 12,675 12,675 12,675 12,675 12,675
Occupancy 98.6% 97.4% 96.9% 95.6% 85.4%
Average rate per sg. m. per month (US$) 16 14 I3 12 i
Offices
Average gross leaseable area (sq. m.) 83,963 83,963 84,076 84,189 80,485
Occupancy 96.2% 95.8% 91.2% 90.3% 95.0%
Average rate per sq. m. per month (US$) 26 24 24 24 20
Serviced Apartments
Average gross leaseable area (sq. m.) 33,718 33,718 33718 33718 33,718
Occupancy 71.8% 65.3% 69.5% 73.8% 81.2%
Average rate per sg. m. per month (US$) 19 19 22 25 27
Total Rental Revenue (US$'000) 32,206 29,830 28,215 27276 26,946
Shanghai Kerry Centre 24.75%
Commercial
Average net leaseable area (sq. m.) 5,635 5,635 5,635 5,635 5,809
Occupancy 90.1% 90.6% 90.9% 92.1% 75.4%
Average rate per sq. m. per month (US$) 32 29 27 25 21
Offices
Average gross leaseable area (sq. m.) 34,396 34,396 34,396 34,396 34,396
Occupancy 93.9% 98.4% 97.9% 94.3% 96.4%
Average rate per sq. m. per month (US$) 26 22 21 18 I5
Serviced Apartments
Average gross leaseable area (sq. m.) 16,671 16,671 16,671 16,671 16,671
Occupancy 85.7% 77.8% 72.7% 73.8% 70.3%
Average rate per sq. m. per month (US$) 27 26 26 27 29
Total Rental Revenue (US$°000) 16,940 15,259 14,398 13,462 11,754
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B Group’s
T effective interests Year
— Investment Properties (As at 31 December 2005) 2005 2004 2003 2002 2001
B Malaysia
o UBN Tower, Kuala Lumpur 52.78%
S Commercial
Z Average gross leaseable area (sg. m.) 2,065 2,064 2,045 2,035 2,027
m Occupancy 63.4% 79.8% 91.0% 87.7% 77.5%
m Average rate per sq. m. per month (US$) 20 24 27 27 28
=
Z Offices
m Average gross leaseable area (sq. m.) 30,639 30,639 30,639 30,639 30,639
> Occupancy 39.0% 40.6% 42.1% 44.5% 50.3%
qu Average rate per sq. m. per month (US$) 14 14 14 i4 14
=
M\AJ Total Rental Revenue (US$'000) 2,217 2,499 2,686 3214 3,444
"
UBN Apartments, Kuala Lumpur 52.78%
Serviced Apartments
Average gross leaseable area (sq. m.) 8,800 8,834 8,867 8,867 8,867
Occupancy 77.2% 70.6% 58.1% 58.7% 56.8%
Average rate per sq. m. per month (US$) 7 7 7 7 7
Total Rental Revenue (US$°000) 550 504 421 420 549
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As at 31 December 2005

SHANGRI-LA _>m_> LIMITED

OPERATING HOTELS

|

The Peaple’

Republic of China

!
H
|
]

Hong Kon

Island Shangri-ta
80%

Kowloon Shangri-La
100%
Mainland China

Horel,
'g

8%
ChinaWorld Hotel,

Traders Hotet,
Beijing
50%
Poryman Ritz-Carfeon Hotel,
Shanghat
0%
Shangri-La Hotel,
Hangzhou
45%
Shangri-La Hotel,
Shenzhen
51.30%
Shangri-La Golden Flower Hotel,
Xian
100% o
Shangri-La Hotel, :
Bethai '
97% i
Shangri-La Hotet, .
Changehun ;
90%

Traders Hotel,
Shenyang
100% i
Shangri-La Hotel,
Qingdao |
100% §
Shangri-La Hotel,
Dalian
100%
Pudong Shangri-La,
Shanghai
100%

Shangri-La Hotel,
Harbin
100%

Shangri-ta Hotel.
Wuhan
9%
Shangri-La Hotet,
Zhongshan
51%

Shangri-La Hatel, I Note 1
Fuzhou
100%

The Kerry Centre Hotel,
Beiling

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Makati Shangri-La,
Manila
100%

Edsa Shangri-La,

Shangri-La's Mactan istand
Resort & Spa, Cebu
100%

Malaysia

Shangri-La Hotel,
Kuala Lumpur
5278%

Shangri-La Hotel,
Ponang
3167%
Golden Sands Resort,

Penang
52.79% J
d
Shangri-La's Rasa Ria Resort, |
Dalit Bay Golf Club & Spa, Sabah
. 64.59%.

Shangri-La's Tanjung Aru Resort,

Kota Kinabalu
40%

Traders Hotel,

| Shangri-La Hotel ¢
| 10a% H
i - |
1 Rasa Sentosa Resort
l 100% :

Traders Hotel
40.75%

Shangri-ta Hotel,
Jakarta
5%

_ Shangri-La Hatel,
Surabaya

i
PROPERTIES

The People’s
Republic of China

Beijing
China World Trade Center
& Century Towers Apartments
40%-50%

Shanghai Centre
30%

Dalian
Shangri-La Residences
100% i
Befing .
Kerry Centre
23.75% :
Shanghai

Singapore

Shangri-La Apartments
1o0%

Shangri-La Residences
100%

Tanglin Mall
40.75%

Tanghin Place
40.75%

[PIEYEY

UBN Tower,
Kuala Lumpur
5278%

UBA! Aparaments,

Chao Phya Tower,
Bangkok
7361%

i
[ 2. AU |

PROJECTS UNDER

Dm<m_lo__u>\_m2ﬁ
The Peoples
Republic of China

Shangri-La Hotel,
Chengdu
80%

Shangri-La Horel, Pazhou
Guangzhou
100%

Shangri-La Hotel,
Ningbo
95%
Shangri-La Futian,
Shenhen
100%
Shangri-La Hotel & Spa.
Guilin
100%
Shangri-la Hotel,
Xian
100%
Shangri-ia Hotsl,
Qingdao (Phase It)
100%

Shangri-La Hotel,
Wenzhou
100%
Shangri-La Hotel, Baotou
Inner Mongolia
_100%
Shangri-La Hotel. Huhbor
Inner Mongolia
100%
Shangri-La Hotel, Manzhoull
taner Mangotia
00%
Shangri-Lz Expo
Shanghal
23.2%
Shanghai Composite
Development Jingan District
up to @ maximum of 49%

Befjing
China Worid Trade Center
(Phase Ifl) 40%

Republic of Mongolia

Office building, Ulaanbaatar,

Shangri-La Resort & Spa,
Boracay
100%

Maldives

Shangri-La Resort & Spa,

Shangri-La Horel & Spa,
Chiangrnal
73.61%

Malaysia

Shangri-La’s Rasa
Sayang Resort & Spa.
Penang
52.78%

United Kingdom

Shangri-La Hotel
Ac London Bridge Tower.

T

LAND HELD FOR FUTURE

_u_m<er~E<_mZA

The People’s
Republic of China
Mainland China

Tianjin
90%

Natadota Land '
71.64% H

Palen Beach Land
52.78%

Notes:

|
HOTEL MANAGEMENT

SLIM International Limited i
Cook Islands
0%
Shangri-La Incernational FHatef
Management Limited
long Kong
b
Shangri-La Hotel Management
{Shanghai) Co.. Ltd
The Peoplo’s Republic of China
- gL S
Shangri-La international Hotel
Management Pte Ltd
Singapore i
$OO%. B

I Shangri-La Hotel, Fuzhou opened for business on 25 January 2005,
2 The resort closed down for redevelopment since | December 2004,

3 In january 2006, the Group acquired a bu

it to a Shangri-La lotel

ng in Paris, it plans to convert
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DIRECTORS

Executive Directors

Mr KUOK Khoon Loong, Edward, aged 53, is the Chairman
of the Company. He was appointed as an Executive Director of
the Company in March 2003 and was appointed as the Chairman
of the Company in August 2003. He was previously the Chairman
of Kerry Properties Limited (a company listed on The Stock
Exchange of Hong Kong Limited) and a Director of Allgreen
Properties Limited (a company listed on the Singapore Exchange
Securities Trading Limited). He is the Chairman and Managing
Director of Shangri-La International Hotels (Pacific Place) Limited
and Shangri-La Hotel (Kowloon) Limited, a Vice Chairman of
Kerry Holdings Limited and the Chairman of Shangri-La
International Hotel Management Limited. Mr Kuok is also the
Chairman of the Board of Kuok Philippine Properties, Inc. and
EDSA Properties Holdings Inc. (both are listed companies in the
Phitippines). He has been with the Kuok Group since 1978, He
has a Master’s degree in Economics from the University of Wales
in the United Kingdom. Mr Kuok is a brother of Madam Kuok
Oon Kwong.

Mr YE Longfei, aged 64, is the Deputy Chairman of the
Company. He was appointed as an Executive Director of the
Company in December 1997 and was the Chairman of the
Company from October 2000 to August 2003. He is also a
Director of Kerry Holdings Limited. Prior to joining the Kuok
Group, Mr Ye served in various positions in the Shanghai
Municipal Government. Mr Ye graduated from the Shanghai Fudan
University in physics.

] SHANGRI-LA >m_>,_v_§_ﬂmo ANNUAL REPORT 2005

Mr Giovanni ANGELINI, aged 60, was appointed as an
Executive Director of the Company in June 1999. He joined the
Shangri-La Asia Group in August 1993 and at present, is the
Managing Director and Chief Executive Officer of Shangri-La
International Hotel Management Limited, a position that he has
held since 1999, a Director of Kerry Holdings Limited and a
Director of a number of companies within the Shangri-La Asia
Group. Previously, he was the Vice President, Operations of
Shangri-La Hotels and Resorts and the General Manager of Island
Shangri-La, Hong Kong. Mr Angelini graduated from The Institute
Volonta (University of Rome) in Business Administration. He is
an experienced hotel/hospitality industry operator and during
his past 41 years in the industry, he has managed quality hotels
in Hong Kong, Singapore, Korea, Mexico, Bermuda and in his
native country, Italy.

In 2004, Mr Angelini was awarded the degree of doctor of
business administration in hospitality management “Honoris
Causa” by the Johnson & Wales University, USA.

Mr LUI Man Shing, aged 62, was appointed as an Executive
Director of the Company in March 2002. Mr Lui joined the
Kuok Group in 1977. He was previously Managing Director of
Kerry (Thailand) Co. Ltd. and Shangri-La Hotel Public Company
Limited ("SHPCL"), both companies incorporated in Thailand.
SHPCL is a company listed on the Stock Exchange of Thailand.
In 1992, Mr Lui returned to Hong Kong to oversee the planning
and development of the Kuok Group's investments and hotel
projects in China. At present, he is the Vice Chairman of SHPCL,
the Managing Director of Kerry Beverages Limited and a Director
of a number of companies within the Shangri-La Asia Group and
the Kuok Group (including Kerry Holdings Limited and Kerry
Trading Co. Limited).
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Mr Roberto V. ONGPIN, aged 69, was appointed as a Non-
Executive Director of the Company in August 2003. He is Deputy
Chairman of SCMP Group Limited and Director of E2-Capital
(Holdings) Limited, both listed on The Stock Exchange of Hong
Kong Limited. He is also the Chairman of PhitWeb Corporation
and ISM Communications Corporation, listed companies in the
Philippines. Prior to 1979, Mr Ongpin was the Chairman and
Managing Partner of the SGV Group, the largest accounting and
consulting firm in Asia. He was the Minister of Trade and Industry
of the Republic of the Philippines from 1979 to 1986. He has an
MBA from Harvard University and is a Certified Public Accountant
(Philippines).

Mr Alexander Reid HAMILTON, aged 64, was appointed
as an Independent Non-Executive Director of the Company in
November 2001. He was previously an Independent Non-
Executive Director of Imagi International Holdings Limited,
COSCO International Holdings Limited and Man Sang
International Limited, all listed on The Stock Exchange of Hong
Kong Limited ("HKSE”). He is a Director of a number of
companies including CITIC Pacific Limited, China COSCO
Holdings Company Limited and Esprit Holdings Limited, all listed
on HKSE, and a Director of JF China Region Fund, Inc. (a USA
registered closed end fund quoted on the New York Stock
Exchange). He is a member of the Institute of Chartered
Accountants of Scotland, a fellow member of the Hong Kong
Institute of Certified Public Accountants and a fellow member
of the Institute of Directors. He was a partner in Price
Waterhouse for 16 years and has more than 20 years of audit
and accounting experience. Mr Hamilton is the Chairman of the
Board's Audit Committee.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Mr TOW Heng Tan, aged 50, was appointed as an
independent Non-Executive Director of the Company in January
2003. He is presently the Senior Managing Director (Investments)
of Temasek Holdings (Private) Limited, covering ASEAN
investments and development initiatives for knowledge-based
businesses and promising local enterprises. In addition, he was
appointed as a Director of Cress Limited and International
Enterprise Singapore in September 2002 and fanuary 2003
respectively. He was also appointed as a Director of
ComfortDelGro Corporation Limited (“ComfortDelGro”) (a
company listed on the Singapore Exchange Securities Trading
Limited ("SGX-ST")) in February 2003 and serves on the
Remuneration Committee of ComfortDelGro. Besides, he was
appointed as a Director of Keppel Corporation Limited (a
company listed on the SGX-5T) and Surbana Corporation Pte.
Ltd. (formerly known as “HDB Corporation Pte. Ltd.”) in
September 2004 and is also a member of the Executive
Committee, Remuneration and Share Option Committee and
Board Risk Committee of Keppel Corporation Limited. Mr Tow
started his career with the then Coopers & Lybrand. He was
later an investment banker with Schroders International Merchant
Bankers Ltd in Singapore and the Managing Director of Lum
Chang Securities Pte Ltd. He was a Senior Director of DBS
Vickers Securities (Singapore) Pte Ltd, after Lum Chang Securities
was folded into Vickers Ballas which then merged with DBS
Securities to form DBS Vickers. Mr Tow is a Fellow of the
Association of Chartered Certified Accountants (UK), a fellow
of the Chartered Institute of Management Accountants (UK)
and is a member of the Institute of Certified Public Accountants
of Singapore.
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SENIOR MANAGEMENT

Chief Marketing Officer

Mr Martin F. WAECHTER, aged 49, rejoined the Group in
2004, returning from a post on the board of managing directors
of Frankfurt-based Steigenberger Hotels AG. Previously, he was
with the Group for seven years as vice president, sales and
marketing, responsible for global sales and distribution, and vice
president marketing, responsible for |1 properties in Southeast
Asia and China. He has more than 25 years hotel marketing
experience in Hong Kong, Singapore, Shanghai, Korea, Philippines,
and his native Germany.

Chief Financial Officer

Mr Madhu RAO, aged 54, joined Shangri-La International Hotel
Management Limited in May 1988 as group financial controller.
He was appointed chief financial officer of the Company in 1997.
He is a Director of a number of companies within the Shangri-
La Asia Group including Shangri-La Hotel Public Company
Limited, Thailand. He was previously with a leading chartered
accountancy practice in Mumbai, India for 17 years, including |2
years as partner. Mr Rao is a graduate of the University of
Mumbai and a fellow member of the Institute of Chartered
Accountants of India. He placed among the top 10 students
India-wide at the intermediate and final chartered accountancy
examinations in 1972 and 1974,

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Chief Operating Officer

Mr Symon BRIDLE, aged 47, was Vice President prior to
assuming the role of Chief Operating Officer. Previously, he has
also held the positions of group director of operations as well as
general manager posts at Island Shangri-La, Hong Kong and
Shangri-La's Far Eastern Plaza Hotel, Taipei. Before joining the
Group in 1990, Mr Bridle worked with luxury hotel groups in
South Africa, including Southern Sun at the johannesburg Sun &
Towers and Westin Hotels at the Carlton Hotel, Johannesburg.

Vice President

Mr Philippe CARETTI, aged 48, holds dual positions as vice
president and general manager of the Pudong Shangri-La,
Shanghai. Since joining the Group in 1994, he has held general
manager and hotel manager positions at Shangri-La's Far Eastern
Plaza Hotel, Taipei and Island and Kowloon Shangri-La Hotels,
Hong Kong. Mr Caretti has over 20 years' experience in the
hotel industry and has worked with luxury hotel groups in Tokyo,
Chicago and Istanbul, including the Mandarin Oriental Hotels in
Hong Kong, Bangkok and Jakarta. He holds a diploma in Hotel
Management from the renowned Lausanne Hotel Management
School in his native Switzerland, as well as a diploma in Executive
Finance.
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1.

OPERATIONS REVIEW
The Group's business is organised into three main segments:

Hotel operation —  Hotel ownership and operation

Hotel management —  Provision of hotel management
and related services to Group-
owned hotels and to hotels
owned by third parties

Property rentals —~  Ownership and leasing of office
properties, commercial properties
and serviced apartments

The Group’s turnover from operations is derived principally
from its hotels. The Group benefited from the continuing
robust travel demand in Hong Kong and Mainland China,
buoyant global tourism and business travel and the economic
growth throughout the regions that the Group operates n.
Both rocom and food and beverage revenues improved
significantly. Overall weighted average annual occupancy of
Group-owned hotels increased to 73% compared to 71%
for 2004, while weighted average room yield ("RevPAR")
registered a 16% year-on-year increase.

The performance of the Group’s investment properties in
Mainland China from which the Group derives the majority
of its property rentals, continues to improve.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Revenues
For the year ended 31 December

Combined Revenue by Trade

2005 2004 %

US$ million % US$ million % Change

Hotel Operation 1,132.8  82% 9700 81% 7%
Hotel Management 16.5 1% 124 1% 33%
Property Rentals 2304 1T% 50 18% 1%
Total 1,379.7  100% 11974 100%  15%
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(a) Revenues

Hotel Operation

As at 31 December 2005, the Group has equity interest in 36 operating hotels, including the Portman Ritz-Carlton Hotel,
, Shanghai, and the Shangri-La Hotel, Surabaya (in which the Group has only 0% interest).

: The key performance indicators of the Group’s hotels on a combined basis are as follows:

2005 2004

Weighted Average Weighted Average

~ Transient Transient

“ Country Occupancy Room Rate RevPAR Occupancy Room Rate RevPAR

. (%) (US$) (US$) (%) (US$) (US$)

‘ The People's Republic of China

M Hong Kong 76 248 188 71 207 157

v Mainland China 72 112 78 72 . 99 72
Singapore 81 123 98 77 [ 84
The Philippines 77 110 85 71 101 70
Malaysia 73 74 54 73 64 46
Thailand : 79 17 89 81 bl 87
Fiji 77 123 105 65 97 80
Indonesia 51 103 48 47 94 40
Myanmar 47 34 15 48 33 15

Notes: (i)  The RevPAR of hotels under renovation have been computed by excluding the number of rooms under renovation.
(i) Performance indicators of 2004 for hotels in Malaysia had included Shangri-La’s Rasa Sayang Resort & Spa, Penang, a resort
closed down since | December 2004 for redevelopment. The performance of the Shangri-La Hotel, Surabaya has not been

included in these indicators.

(iiiy  Combined Revenue is the aggregate of turnover of all operating subsidiaries and associates while consolidated revenues relate
to operating subsidiaries only.

Overall, combined room rentals increased by 19% to US$618.5 million. Correspondingly, combined food and beverage revenue
increased by 15%.
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During the year, the Edsa Shangri-La, Manila ("ESL") commenced
the renovation of |10 rooms and the Group opened the CHI
Spa Village at MAC on I july. In 2006, the Group will renovate
188 guest rooms at MAC and 62 rooms in ESL. The overall
outlook for the Group's hotels remains positive.

Malaysia

The Group's hotels recorded a weighted average increase in
RevPAR by [7%. The strong performance was mainly attributable
to significant improvements in room rate as weighted average
annual occupancies remained unchanged at 73%. In particular,
the two hotels in Sabah experienced robust growth in a buoyant
market. Average transient room rates of the Golden Sands Resort,
Penang and Shangri-La’s Tanjung Aru Resort, Kota Kinabalu
increased by 38% and 24%, respectively. Shangri-La's Rasa Sayang
Resort & Spa, Penang which closed for redevelopment on |
December 2004 is scheduled to re-open in the last quarter
2006.

The overall prospects for 2006 are healthy.

Thailand

Business of the Shangri-La Hotel, Bangkok was affected by the
drop in arrivals at the beginning of the year after the tsunami
struck Southern Thailand in December 2004. The hotel, though,
successfully focused on regional business to mitigate the effect
of decrease in long-haul business. Average room rate increased
by 5% while occupancy declined marginally to 79% from 81%.
The CHI spa, which first opened in july 2004, won a number of
accolades, including the TTG and Baccarat awards for the best
new Spa. With a gradual return of long-haul travelers to Thailand,
the Group expects improvement in the hotel's performance in
2006.

47 | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Fiji

Renovation of the Lagoon Wing guest rooms at Shangri-La's
Fijian Resort, Yanuca was substantially completed at the end of
2004 and the renovated product was well received. As a result,
occupancy increased by |2 percentage points to 75% and the
average room rate rose by 28%.

After considering the refurbishment costs and anticipated benefits
in respect of the 128 rooms Fiji Mocambo, Nadi, the Group
disposed this hotel in December 2005.

Indonesia and Myanmar

The performance of the Shangri-La Hotel, Jakarta (st
improved with annual room rate and RevPAR increasing by 9%
and 20%, respectively. The performance of the Traders Hotel,
Yangon continued to be adversely affected by Myanmar's
uncertain political and economic environment. Occupancy
decreased to 47% while room rate marginally increased by 3%.

Hotel Management

The hotel management arm of the Group, SLIM International
Limited and its subsidiaries (the “SLIM Group'), provides technical
consultation and project management services for hotels under
development or renovation and hotel management and marketing
services for operating hotels. The SLIM Group has hotel
management and/or technical consultation and project
management services contracts in respect of all the Group's
hotels with the exception of the Portman Ritz-Carlton Hotel,
Shanghai. As at 31 December 2005, it also had hotel management
contracts in respect of 12 other operating hotels and technical
services and hotel management contracts in respect of 14 hotel
projects owned by third parties.
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(b) Consolidated Profits

Consolidated profits attributable to the equity holders of
the Company for 2005 increased to US$151.0 million from
US$113.5 million in 2004. The financial performance reflected
the combined effects of the 16% increase in consolidated
turnover, a | 1.5 percentage point increase in the gross profit
ratio and an increase of US$8.1 million in net income from
non-operating items.

INANST I TS JIN] ANV M A SV IN YV VY

The detailed breakdown of the profit is as follows:

Consolidated Profit Attributable to Equity Holders of the
Company
For the year ended 31 December

PY 1INV AJdINV

Y

2005 2004 %
US$ million  US$ million Change

Company & Subsidiaries
Hotel Operation

Hong Kong 40.4 28.1 44%
Mainland China 311 26.5 17%
Singapore 20.4 206 (1%)
The Philippines (0.8) 4.6 NM
Malaysia 3.2 50 (35%)
Thailand 8.3 73 14%
Fiii 5.2 08 515%
Myanmar (0.49) (0.8) 48%
107.4 92.1 17%

Property Rentals
Mainland China 1.7 1.0 67%
Singapore 3.1 2.9 9%
Malaysia 0.8 08 3%
Thailand 0.2 0.2 1%
5.8 49 20%
Hotel Management (3.8) 0.6 NM
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2005 2004 %
US$ million  US$ million Change
Associates
Hotel Operation
Mainland China 16.3 52 214%
Singapore 1.0 0.6 79%
Malaysia 1.2 22 (47%)
Indonesia - (0.4) NM
18.5 76 144%
Property Rentals
Maintand China 27.8 238 17%
Singapore 1.8 I.7 6%
Malaysia 0.2 05  (61%)
29.8 260 15%
Operating Profit
After Tax 157.7 1312 20%
Less:
— Corporate expenses net (10.0) (6.6) (52%)
— Pre-opening expenses
and amortisation
of land use rights
for projects (2.2) (5.8) 61%
— Net finance costs
on corporate
borrowings (30.4) (32.5) 6%
— Interest expenses
on convertible bonds (6.7 (7.3) 9%
Profit before
Non-Operating ltems 108.4 79.0 37%
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- US$7.2 million incrementally provided in 2005 relating Note: Total tangible assets included all non-current and current
assets with the exception of goodwill and trademarks while
total liabilities included balances of minority interests and
loans from them.

to the subsidiaries in the Philippines pursuant to an
increase in the corporate income tax rate from 32% to
35%; and
(d) Financial indicators of the Group
~  US$5.8 million incrementally provided in 2005 relating
to gains on revaluation of investment properties.

N/ DT NIV YD Vi Y VA

2005 2004
> {c) Consolidated Net Asset Value and Gearing Ratio
3 As at 31 December 2005, the Group’s net asset value (total Return on Equity 6.93% 6.25%
. equity) increased to US$2,630.2 million from last year's Profit attributable to equity
- US$2,165.4 million largely due to the issuance of 123,146,531 holders of the Company/
> new shares to holders of share options and convertible Average equity
- bonds <<Uo have mx.mamma their rights, m&cﬂB.mim required attributable to equity
N to negative goodwill under the new accounting standards
~ ‘ . holders of the Company
N and the profits for the year. The net borrowings to total
equity ratio improved from 40.2% as at 31 December 2004 . ,
1o 33.0% EBITDA (in US$'000) 265,261 222,723
Earnings before interest, tax,
The currency mix of the Group's total tangible assets and depreciation (including losses
total liabilities as at 31 December 2005 is as follows: on disposal), amortisation
and non-operating items
Total Total
d-”:”-—v_m Assets Liabilities EBITDA _/\_m.ﬂm_j 31.50% 30.70%
In Hong Kong dollars 8% 63% EBITDA/Sales
In Renminbi 47% 10%
In Singapore dollars 17% 2%
In Phifippine Pesos 0% 8%
In Malaysian Ringgit 9% 4%
In Thai Baht 4% 2%
tin US dollars 2% 0%
In Fiji dollars 2% t%
In other currencies 1% -
100% 100%

| SHANGRE-LA ASIA LIMITED ANNUAL REPORT 2005
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The currency-mix of the borrowings and cash and bank
balances as at 31 December 2005 is as follows:

Cash and
(US$ million) Borrowings Bank Balances
In Hong Kong dollars 897.5 30.5
In US dollars 162.2 83.2
In Renminbi 47.3 88.4
In Singapore dotlars - 13.8
In Philippine Pesos - 6.6
In Malaysian Ringgit 36.0 39
In Thai Baht - 34.8
In Fiji dollars - 1 4.4
In other currencies - 0.5
Total 1,143.0 276.1

The borrowings in Hong Kong dollars, Malaysian Ringgit and
United States dollars (with the exception of the convertible
bonds) are at variable rates of interest at spreads over
HIBOR, Cost of Funds and SIBOR/LIBOR, respectively. The
loans in Renminbi are at rates specified by The People's
Bank of China from time to time.

As at 31 December 2005, of the Group's cash and bank
balances, US$193.4 million (2004: US$116.1 million) were
kept in Mainland China, Malaysia, Thailand, the Philippines,
Myanmar and Fiji. The remittance of funds out of these
countries is subject to rules and regulations of foreign
exchange control promulgated by the governments of the

respective countries.

The Group also executed proportionate guarantees in favour
of banks for securing banking facilities to certain associates.
The utilised amount of such facilities covered by the Group's
guarantees for these associates as at 31 December 2005,
amounted to US$30.4 million (2004: US$25.3 million).

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

3. TREASURY POLICIES

The treasury policies followed by the Group aim to:

(a) Minimise Interest Risk
This is accomplished in the loan re-financing and loan
negotiation process. The Group closely monitors its loan
portfolio and compares the interest margin under
existing agreements against new offers and borrowing
rates under different currencies.

During the year, the Group executed new corporate
loan agreements to re-finance substantial portion of the
loans drawn down / available under the earlier
agreements which carried a higher interest rate. The
subsidiary in Thailand executed a five-year bank loan
agreement of Thai Baht 800 million to provide funding
for the hotel project in Chiangmai.

The Group has also sought to hedge its medium term
interest rate risk by entering into HIBOR and LIBOR
interest rate swap contracts. The Group has entered
into new five-year HIBOR interest swap contracts for
an aggregate principal amount of HK$ 1,300 million, and
seven-year HIBOR and LIBOR interest swap contracts
for an aggregate principal amount of HK$2,560 million
and US$100 million, respectively. As at 31 December
2005, the Group had outstanding contracts for an
aggregate principal amount of HK$4,360 million at fixed
interest rates ranging between 4.335% and 5.29% per
annum, and US$100 million at fixed interest rate of
4.7% per annum. The interest cover continues through
November 2012. Together with the convertible bonds
outstanding, the Group has fixed its interest liability on
67% of its term loans outstanding.
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The Group's hotel properties can no longer be
accounted for as investment properties under HKAS
40 "Investment Property”. Accordingly, for the
accounting year beginning on | January 2005, instead
of stating the hotel properties at fair value, the
Group adopted the following accounting policies
retroactively:

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

(2) the underlying freehold land is stated at cost
less impairment, if any, under HKAS 16
"Property, Plant and Equipment”; and

(3) the underlying leasehold land is stated at cost
and subject to annual operating lease rental
charge (amortisation of land cost) as required
by HKAS 17 “Leases"”.

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

(a) The net book value of fixed assets, the overall
provision for deferred tax liabilities and the
net asset value of the Group is reduced.

(b) The annual depreciation and lease rental
charges increase and provision for deferred tax
liabilities decrease. Overall, the profit after tax
attributable to the equity holders of the
Company (“PAT") and the earnings per share
("EPS") of the Group is reduced.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

For the year ended 31 December 2005, the Group
charged net additional depreciation and amortisation
expenses of US$44.4 million after adjustment of minority
interests and provision for deferred tax liabilities; and
shared such additional expenses of US$4.4 million of its
associates.

ll.  For the accounting year beginning on | January
2005, the Group adopted the following accounting
policy rétroactively for its investment properties:

— The Group's investment properties 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 the Group depending on the results of the annual
revaluation.

All investment properties are stated at professional
valuations carried out by the following independent firms
of professional valuers as at 31 December 2005:

CB Richard Ellis Limited, . For properties

DTZ Debenham in Mainland China
Tie Leung Limited

and Chesterton Petty Limited
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The construction of the hotel in Guilin, Mainfand China is
expected to commence in second half 2006 and to be
completed in 2009. The 304-room Shangri-La’s Rasa Sayang
Resort & Spa, Penang, currently under redevelopment, is
due to re-open in the last quarter of 2006.

[n June 2004, the independent shareholders of the Company
and KPL approved at their respective special general
meetings, the entering into of the discloseable and connected
transactions relating to the joint acquisition, ownership and
development of four connected sites in Jingan District,
Shanghai in which the Group and KPL will have an interest
up to a maximum of 49% and 51%, respectively. It is intended
to build a high-end composite development consisting of
offices, high end retail and two fuxury hotels. Each of the
Group and KPL own a piece of land in the area. As at 3|
December 2005, the Group and KPL have already acquired
the entire interest in the other two parcels of land. In respect
of the land which was held by a subsidiary in which the
Group originally has 99% equity interest, 50.5% interest
thereof has also been disposed to KPL. [t is expected that
development would commence in the second half of 2006
after KPL transfers 48.5% out of its 99% interest in its land
to the Group and the local party transfers its remaining 1%
interest in two pieces of land equally to the Group and KPL.
The maximum total investment in the entire project is not
expected to exceed US$700 million. Phase | of this project
is expected to be completed in 2010.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

The Group entered into a joint venture agreement in January
2005 to develop a mixed-use complex in Ulaanbaatar,
Republic of Mongolia and has identified a land to build an
office tower. Ground work has commenced and the building
is expected to be completed in 2008. The project company
is now identifying a suitable piece of land for hotel
development. The Group will have 60% equity interest in
this project.

in February 2005, the Group entered into an operating
lease agreement for a Shangri-La hotel at London Bridge
Tower, scheduled to open in tate 2010. This marks the
Group's foray into the European market. The hotel will be
the first new-build five-star hotel to open in the Central
London area in over a decade. Designed by the acclaimed
architect Renzo Piano, the iconic 310 meter tall, 70-storey
London Bridge Tower is situated on the South Bank of the
Thames River, minutes from the City of London, easily
accessible to Canary Wharf and close to key tourist
attractions, making it an ideal location both for business and
leisure travellers. The deluxe, 195-room, |8-floor Shangri-
La will occupy floors 34 to 52 of the Tower. The Tower
will have direct access to a key transport interchange
providing extensive mainline railway, bus and underground
stations. The Group's investment for fit-out costs and pre-
opening expenses is estimated at US$40 million and will be
largely incurred in 2009,

In June 2005, the Group accepted the invitation of the
Government of the Republic of Maldives (the "Maldivian
Government”) and entered into a joint venture agreement
to develop a luxury resort in the Island of Villingili in Addu
Atoll. This resort will open for business with 90 rooms in
early 2008. The Group has 70% equity interest in this project
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SALE OF NON-CORE ASSETS
The Group intends to sell all those assets that it considers

non-core” at favourable prices as and when suitable
opportunities arise.

On | May 2005,
conditional sale and purchase agreement entered in May
2004 to dispose their entire shareholding in Johdaya, which
owns a commercial and office complex in Johor Bahru,
Malaysia. This disposal of 27 million shares of Johdaya at a
price of RM2.43 per share provided extra funds to finance

the Group's subsidiaries completed a

the Group's capital expenditure commitments. The Group’s
effective interest in Johdaya was 35.83% as at 30 April 2005.
The Group recorded a net loss on disposal of US$2.1 million
(after adjustment of minority interests).

In December 2005, the Group's subsidiary also completed
the disposal of the Fiji Mocambo, Nadi and recorded a net
gain on disposal of US$1.7 million (after adjustment of
minority interests).

MANAGEMENT CONTRACTS

The Group has embarked on a rapid pace of expansion by
also entering into management contracts for third-party-
owned hotels that do not require capital comnmitment. Four
new hotels opened for business in 2005 and the total number
of operating hotels under management contracts increased
to |l with 3,614 rooms, after excluding the Shangri-La
Dingshan, Nanjing the management contract in respect of
which was terminated in January 2006.

in addition, the Group has contracts on hand for
development of |5 new hotels as at the date of this report.

These represent an inventory of 6,009 rooms. The

LA ASIA LIMITED ANNUAL REPORT 2005

development projects are located in Macau (2 hotels), Doha
(Qatar), Kuala Lumpur, Vancouver, Chicago, Las Vegas,
Seychelles, Bangalore (India) (3 hotels), Suzhou, Dongguan,
Sunny Bay — Sanya, and Urumaqi (all in Maintand China).

In late 2005, the Group acquired the trademarks and licences
from an independent third party thus enabling it to provide
hotel management and related services in the USA under
the “Shangri-La" and “Traders” brand names.

The Group continues to review proposals it receives for
management opportunities and intends to secure contracts
in locations/cities which it considers to be of long-term
strategic interest.

CORPORATE SOCIAL RESPONSIBILITY

Corporate Philanthropy

The Group is committed to supporting the communities in
which it operates. Apart from contributions to the Red
Cross in the immediate aftermath of the tsunami disaster
that struck the southeast Asia region in December 2004,
the Group's subsidiaries have also teamed up with various
social charitable organisations in different countries. The
Company donated HK$500,000 to the “President’s Relief
Fund for Earthquake Victims — 2005" in October 2005
following the earthquake in Pakistan. The Company is also a
regular donor under the Corporate Contribution Program
of The Community Chest of Hong Kong. The Company
donated HK$180,000 in March 2005 and again in March
2006.

A special committee, the Corporate Social Responsibility
Committee, comprising senior executives from various
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government to develop a Biodiversity Conservation Blueprint
for all of Mainland China — the first comprehensive and
systematic assessment of biodiversity and conservation
priorities in the nation's history. The Conservation Blueprint
w

lay a solid scientific and policy foundation for
conservation work in Mainland China while helping to train
the next generation of Chinese conservation science
practitioners.

Community Affair
To support The Hong Kong Polytechnic University’s initiatives
and efforts in providing hotel management education, the
Company donated HK$5 million to the University
Development Fund.

MANAGEMENT STRATEGIES

General

The Asia Pacific region, and in particular Mainland China,
which clearly presents tremendous opportunities for
continuing growth, remain the Group's main focus for
business and capital investments. The Group has been
committed to the Mainland China market since opening its
first hotel in Hangzhou, in 1984. Currently, the Group has
equity interests in 18 hotels and manages 2 hotels in Mainland
China with an inventory 9,816 rooms. In 2005, the Group
was recognised for its contributions to the hotel industry in
Mainland China and conferred the first annual “China Hotel
Industry Pioneer Award" during the China Hotel
Development and Financing Seminar in Beijing which was
jointly organised by an eminent firm of hospitality industry
consultants and the China Tourist Hotels Association. The
Group will continue to expand the number of properties
that it owns and operates in Mainland China and also
selectively enter into management contracts for third-party-
owned hotels.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Mainland China’s economic fundamentals continue to be
sound and progressive relaxation of travel restrictions,
coupled with rising urban incomes, is helping to create a
boom in domestic and outbound travel. Foreign visitor
arrivals continue to increase at around 8% per annum. The
Group's plans for expansion are therefore timed to capitalise
fully on Mainland China's economic advancement as well as
specific developments including the country’s entry into the
World Trade Organization, Beijing's role as host of the 2008
Olympics and Shanghai as host of the World Expo 2010.

Where appropriate this strategy would involve participation
in the development of large scale mixed-use property
complexes (i.e. office, residential, serviced apartments, hotels
and retail) in major cities. Taking into account the investment
commitment and with a view to benefiting from synergies
inherent in such developments, the Group has already
participated in a few composite developments in conjunction
with KPL and/or Allgreen. Both KPL and Aligreen are
significant property groups and have experience and expertise
in developing and managing large scale mixed-use property
projects. The Group considers that this mode of partnership
may be adopted for large scale high-end mixed-use property
projects in future, where appropriate.

With a view to further diversifying its portfolio, heightening
the global awareness of the Group’s brand name and,
improving returns to shareholders, the Group is also steadily
expanding in its youngest markets, South Asia and the Middie
East, and has taken steps to plant the Shangri-La flag in key
European and North American gateway cities.
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The year concluded with over 800,000 Golden Circle
members worldwide. Golden Circle members accounted for
more than 27% of total folio revenue for the Group. The
average spend per stay of a member was 5% higher than
that of non-members.

The breakdown of the membership is as follows:

|0k 280%
7.10% T

12.40%
17.00%
3.10%
780%
e 1050%
sk 6.10%
mm Maintand China 1 Malaysia
g2 USA .3 Other Asia
& Japan 1 Germany
. UK mm Other Europe
C1Singapore =1 Canada
Australia & New Zealand Others

s Hong Kong

In 2005, the Group maintained its well-established
relationships with 33 airlines worldwide through productive
frequent flyer programme partnerships.

The television advertising campaign "Where will you find
your Shangri-La” continued its regional run on CNN,
Discovery, ESPN and BBC, as well as Mainland China and
Hong Kong local television stations. This was complemented
by in-flight TV on key global airline networks.

| SHANGR!-LA ASIA LIMITED ANNUAL REPORT 2005

12.

The global print advertising campaign “Heaven & Earth” was
expanded to include additional advertising creative for the
Shangri-La brand and ran in key business, lifestyle and travel
publications in Asia, Europe and North America.

With the introduction of CHI Spa in late 2004, a supporting
advertising campaign was developed in 2005 and ran in
premium lifestyle titles in Hong Kong and Singapore as well
as regional Asia and Spa titles.

The Traders advertising campaign shared the travel secrets
of the smart traveler and highlighted the brand as the smart
choice for travelers looking for practicality and efficiency in
a convenient location.

In public relations, the traditionally sales-oriented “road
shows" by general managers to Europe and the USA changed
focus in 2005 to a public relations approach, designed to
reach and influence (I} all levels of target media; (2) upper
echelon clients and decision-makers; and (3) market opinion
leaders.

The European and North American PR Tours represented
the first time the hotel group reached out to all three core
audiences through events marketing, in London, Hamburg,
Paris, Los Angeles and New York.

FOOD AND BEVERAGE OPERATIONS

With a significant contribution to food and beverage profits
from catering sales, this aspect was a top priority for the
food and beverage operations, in terms of both product
and service. Many of the hotels’ ballrooms and function
facilities were renovated. Ongoing training programmes
reinforced the objectives of securing customer satisfaction
and establishing market leadership in catering at all locations.
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m The Company has two share option schemes. Details of these two schemes are provided in the section headed “Share

5 Options” of the Report of the Directors. As of this date, options outstanding under the two schemes are as follows:

0

) Executive Option Scheme New Option Scheme

A I May t5 January I5 January 29 May 28 April

g] Grant Date 1998 2000 2001 2002 2005

)

w Exercise price per option share HK$8.26 HK$8.82 HK$8.18 HK$6.81 HK$ 1 1.60

-4

J Balance as at | January 2005 5,839,776 4,814,709 1,765,948 4,892,000 -

>

- Granted in 2005 - - - ~ 18,150,000

m Lapsed in 2005 - (104,555) - (75,000) (330,000)

gl
Exercised in 2005 (2,153,064) (1,027,254) (271,684) (2,477,000) -
Balance as at 31 December 2005 3,686,712 3,682,900 1,494,264 2,340,000 17,820,000
Lapsed subsequent to 31 December 2005 - - - - (210,000)
Exercised subsequent to 31 December 2005 - - - (60,000) -
Balance as at 4 April 2006 3,686,712 3,682,900 1,494,264 2,280,000 17,610,000

The Group charged US$3,468,000 in its 2005 income statement for the new options granted during the year.

The Board's remuneration committee reviews matters relating to the compensation and the incentives proposed for senior
management and executive directors.

Employee satisfaction and morale remains high. This is indicated by the Group's low staff turnover rate relative to industry
norms.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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Online Booking

The Group's proprietary bilingual web booking engine now
allows bookings for a wider range of negotiated rates, and
also offers a best rate guarantee to the bookers. The Group's
Revenue Management System now also covers the online
bookings.

The Group is also in the process of completely revamping
its website (www.shangri-la.com) to further strengthen its
online brand image, and to make the online bookings process
even easier. The new website is scheduled for launch in the
first quarter of 2007,

Sales Force Automation

The roll-out of a new Group-wide Sales Force Automation
System is in progress and scheduled for completion by the
end of 2006. The System is being installed at the hotels as
well as the Regional Sales Offices. A custom-developed
Chinese enabled version is in progress. The Sales & Catering
software fully interfaces with the hotel Property Management
System for the exchange of Group bookings and customer
profiles.

Other Management Systems

OPERA PMS, the new generation Property Management
System, is being introduced to all new hotels. Migration of
existing properties is targeted for completion in 2009. All
key properties have been equipped with an electronic yield
management system which exchanges last available rate /
room data with the Central Reservation System including
on-line reservations on the internet. This enables the Group
to offer the best rate guarantee for the internet bookings.
New software solutions in the areas of Materials Management
and Human Resources, and upgraded systems for Restaurant
Table Management are also being rolled out.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Data Warehouse

The Group has embarked on a Data Warehouse project,
leveraging on the various central systems already installed.
The first development is a Management Dashboard, a steering
instrument for senior management to help analyse the on-
book situation and business development opportunities. The
tool was developed internally in 2005 and it will be deployed
to the hotels in 2006.

IT Staff Training

The Group emphasises training for all IT staff, covering
technical as well as managerial aspects. Specific training
sessions and workshops have been organised on a regional
basis. The Group has also made available a wide range of
comprehensive training courses including the management
program, eCornell, provided and conducted by Cornell
University.

Broadband internet Access

High speed internet access is a standard across the Group.
This includes wired access in the guest rooms and wireless
access in public areas. Wireless broadband access in the
rooms Is being rolled out as warranted in specific locations.
These systems are also being enhanced to improve internet
access performance and security.

Information Security

Information Security, especially customer data protection,
remains a top priority. The Group has engaged security
experts to conduct industry standard penetration tests on
its internal systems to ensure they are sufficiently protected.
The Systems tested include email, web-booking engine,
Central Reservation System, the Shangri-La website and the
Intranet. A new Anti-Virus and Anti-Spyware software is
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The Company has always recognised the importance of
transparency in governance and accountability to shareholders.
The Board believes that shareholders can maximise their benefits
from good corporate governance. Therefore, the Company
continuously reviews its corporate governance framework to
ensure that it aligns with generally acceptable practices and
standards.

During the year, the Company has met the code provisions
(those which became effective for the accounting period
commencing | January 2005) as set out in the Code on
Corporate Governance Practices contained in Appendix |4 of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “HK Listing Rules™), except
that the Company has not appointed a chief executive officer
since Mr Giovanni Angelini is already, and has been since 1999,
a chief executive officer of Shangri-La International Hotel
Management Limited, which administers on a day-to-day basis
the hotel business which accounts for a substantial portion of
the Group's business interests. It therefore considers it
unnecessary to appoint a chief executive officer of the Company.
As for the management of the Board of Directors of the
Company, this is a function already performed by Mr Kuok Khoon
Loong, Edward as the Chairman of the Board of Directors of
the Company. The Board of Directors of the Company considers
that this structure will not impair the balance of power and
authority between the Board and the Management.

The Board meets at least four times a year at quarterly intervals
and meets more frequently as and when required. Mr Angelini,
being an Executive Director of the Company, reports to the
Board of Directors of the Company on the Group's affairs. The
Board of Directors of the Company believes that this structure
is conducive to strong and consistent leadership, enabling the
Company to make and implement decisions promptly and
efficiently.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

THE BOARD OF DIRECTORS

The Board of Directors is accountable to the shareholders for
leading the Group in a responsible and effective manner. The
Company's Board of Directors comprises 5 Executive Directors,
5 Non-Executive Directors (including one Alternate Director)
and 3 Independent Non-Executive Directors (with at least one
of the Independent Non-Executive Directors having appropriate
professional qualifications or accounting or related financial
management expertise), whose biographical details and
relationship between members of the Board are set out on
pages 30 to 33. The Board has a majority of Non-Executive
Directors, thereby improving management control and ensuring
that the Board takes into account the interests of all shareholders.

As mentioned above, the Board meets at least four times a year
at quarterly intervals and meets more frequently as and when
required. At the board meetings, the Directors actively participate
and hold informed discussions. The Board held four meetings in
2005 and meetings attended by each of the Directors during the
year 2005 were as follows:

Meetings attended/

Name of Director eligible to attend

Executive Directors
Mr Kuok Khoon Loong,

Edward (Chairman) 34
Mr Ye Longfei 3/4
Mr Giovanni Angelini 4/4
Mr Lui Man Shing 2/4
Mr Ng Si Fong, Alan 4/4

Non-Executive Directors

Madam Kuok OQon Kwong 4/4
Mr Ho Kian Guan 4/4
Mr Lee Yong Sun 3/4
Mr Roberto V. Ongpin 4/4
Mr Alexander Reid Hamilton* 4/4
Mr Tow Heng Tan* 3/4
Mr Timothy David Dattels* 2/4

* Independent Non-Executive Directors
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4. Suitable candidate(s) are appointed in accordance with the
Company's Bye-Laws and the HK Listing Rules. All Directors
should be appointed subject to re-election and to the HK
Listing Rules, the Company’s Bye-Laws and laws concerning
removal of a Director.

All Non-Executive Directors are appointed for a term
commencing from the date of their last re-election as Directors
at the Annual General Meeting ("AGM") of the Company untif
the earfier of (a) the third year after their last re-election or (b)
the third AGM after their last re-election. The Non-Executive
Directors are subject to the retirement provision in accordance
with the Company’s Bye-Laws. Under the Company's Bye-Laws,
every Director is subject to retirement no later than the third
AGM after he was last elected or re-elected. Besides, one-third
of the Directors shall retire from office at each AGM. The retiring
Directors shall be eligible for re-election.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Board has received from each of the Independent Non-
Executive Directors confirmation of his independence according
to the guidelines set out in Rule 3.13 of the HK Listing Rules.
The Board is of the view that all independent Non-Executive
Directors of the Company are independent and is grateful for
the contribution and independent advice and guidance that they
have been giving to the Board and for their participation in the
Board committees.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

REMUNERATION COMMITTEE

A Remuneration Committee of the Board of Directors was set
up on 17 October 1997 to make recommendations to the Board
on the Company’s policy and structure for all remuneration of
Directors and senior management and on the establishment of a
formal and transparent procedure for developing policy on such
remuneration. The Committee comprises three members
including the Chairman and two Independent Non-Executive
Directors. The current Committee members are Messrs Kuok
Khoon Loong, Edward (who acts as chairman of the Committee),
Alexander Reid Hamilton and Tow Heng Tan. The Remuneration
Committee met one time in 2005 and meeting attended by
each of the members during the year 2005 was as follows:

Meeting attended/

Name of Member eligible to attend
Mr Kuok Khoon Loong, Edward /1
Mr Alexander Reid Hamilton v
Mr Tow Heng Tan 171

The Remuneration Committee assessed the performance of the
Executive Directors in the context of the financial performance
of the Group and its development strategy in the medium term.
In approving the terms of remuneration of the Executive
Directors, including the grant of share options, the Committee
considered the financial results of the Group, its growth plans,
the competitive environment in the hotel industry for obtaining
competent management talent and the need to adequately
reward outstanding performances.

The terms of reference of the Remuneration Committee are
available in the Group's corporate website (www.shangri-la.com).
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The Audit Committee met four times in 2005 and meetings
attended by each of the members during the year 2005 were as
follows:

Meetings attended/

Name of Member eligible to attend

Mr Alexander Reid Hamilton 4/4
Mr Ho Kian Guan 4/4
Mr Tow Heng Tan 3/4

Special meetings may be convened at the discretion of the
chairman of the Committee to review significant control or
financial issues.

The Audit Committee focussed on the review of the Group’s
financial controls and in particular the conduct of the internal
audit at various operational units in the Group. They
recommended the appointment and remuneration payable to
the Company's external auditor and satisfied themselves on the
external auditor’s independence and objectivity. They also
reviewed the half yearly and annual financial statements before
these were submitted to the Board for approval and in the
context of the new accounting and financial reporting standards
introduced by the Hong Kong Institute of Certified Public
Accountants effective | January 2005, they reviewed the effects
of these new standards on the Group's financial statements.

The Audit Committee reviewed the financial statements of the
Group for the year ended 31 December 2005 prior to
recommending them to the Board for approval.

The terms of reference of the Audit Committee are available at

the Group’s corporate website.
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FINANCIAL REPORTING

The Directors acknowledge their responsibility for the preparation
of the financial statements of the Group. In preparing the financial
statements, the generally accepted accounting standards in Hong
Kong have been adopted, appropriate accounting policies have
been used and applied consistently, and reasonable and prudent
judgements and estimates have been made.

The Board is not aware of any material uncertainties relating to
events or conditions which may cast significant doubt over the
Group’s ability to continue as a going concern. Accordingly, the
Board has continued to adopt the going concern basis in preparing
the financial statements.

The statement of the auditors of the Company about their
reporting responsibilities on the financial statements of the Group
is set out in the Auditors’ Report on page 101.

INTERNAL FINANCIAL CONTROLS

In performing its duties, the Board of Directors also acknowledges
its responsibility for the Group’s system of internal financial
control. Internal financial systems have been designed to allow
the Board to monitor the Group’s overall financial position, to
protect the Group's assets and to mitigate against material
financial misstatement or loss.

INTERNAL AUDIT

The Board also monitors its internal financial control systems
through management reviews and a programme of internal audits.
The internal audit team reviews the major operational and
financial systems of the Group on a continuing basis and aims to
cover all major operations within every division on a rotational
basis. The scope of its review and the audit programme is
determined and approved by the Audit Committee at the
beginning of each financial year in conjunction with the external
auditors. The internal audit function reports directly to the Audit
Committee and submits regular reports for its review in
accordance with the approved programme.
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On behalf of the Board of Directors, | present the thirteenth
Annual Report of Shangri-La Asia Limited.

GENERAL

The Group's hotels in the region continued to build on the
growth momentum they experienced in 2004. Despite the
devastating effects of the tsunami that hit the South East Asian
region in December 2004, the hotel industry has shown
remarkable resilience.

Commercial travel remained buoyant given the overall robustness
of both the regional as well as the global economies. Yields of
the Group’s hotels registered a | 6% year-on-year increase. The
Group's profits for the year are the highest achieved in its history.

The Group's investment properties have also generally performed

in terms of yield improvement and profitability.

RESULTS

The consolidated profit attributable to equity holders of the
Company for the year ended 31 December 2005 was US$151.0
million {earnings per share US6.14 cents) compared to US$113.5
million (earnings per share US4.85 cents) for the year 2004,
based on restated results.

The Hong Kong Institute of Certified Public Accountants has
issued new/revised Hong Kong Financial Reporting Standards (the
“new HKFRS"”) to converge with the International Financial
Reporting Standards. The financial statements have been drawn
up in conformity with the applicable new HKFRS and the results
for 2004 have been restated as prescribed by these new
standards.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

As detailed in the Management Discussion and Analysis Section,
net operating profit before non-operating items increased from
US$79.0 mitlion in 2004 to US$108.4 million in 2005 supported
by strong operating performance by the Group's hotels and

investment properties. In addition, there was a net credit from
non-operating items in 2005 of US$42.6 million compared to
US$34.5 million in 2004.

DIVIDENDS

The Directors recommend a final dividend of HKI0 cents per
share. With the interim dividend of HKI10 cents per share paid
in October 2005, the total dividend for 2005 is HK20 cents per
share.

DEVELOPMENT PROGRAMMES

Development work on the Group’s hotel projects both within
and outside Mainland China is progressing satisfactorily. There
are 10 hotel projects currently underway in Mainland China
(including a 190 rooms extension to the Shangri-La Hotel,
Qingdao). These are expected to open for business progressively
between late 2006 through mid 2008. In addition, the Group
has commenced development work at its resorts in Chiangmai
(Thailand), Boracay (Philippines) and the Maldives. These will
open for business between mid 2007 through early 2008.

fn July 2005, the Group successfully commissioned the 375 rooms
extension to the Pudong Shangri-La, Shanghai.

The Group has made its foray into Europe by entering into an
operating lease agreement in February 2005 for a 195 deluxe
rooms Shangri-La hotel at the London Bridge Tower, an iconic
310 metre tall tower. The hotel is scheduled to open in 2010.
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PROSPECTS

The operating performance of the Group's hotels and investment
properties during the year has been encouraging. The weighted
average RevPAR of the Group’s hotels increased by 16% vyear
on year on the back of improving average room rates. The
pricing momentum witnessed in 2005 has been maintained in
the first quarter of 2006. This expected to favourably impact
operating profit margins.

Mainland China’s economic fundamentals continue to be sound
and the progressive relaxation of travel restrictions, coupled
with rising urban incomes, is helping to create a boom in domestic
and outbound travel. The Group’s plans for expansion are
therefore timed to capitalise fully on Mainland China’s economic
advancement. With a view to further diversifying its portfolio,
improving the global awareness of the Group's brand name and
improving returns to shareholders, the Group is also expanding
into new markets in South Asia, the Middle East and more
recently into gateway cities of Europe and North America. Barring
any major adverse developments in the global or regional
economic situation, the Group remain optimistic about its financial
performance in 2006,

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

ACKNOWLEDGEMENT

On behalf of the Board, | would like to thank the management
team and all our staff members for their commitment and effort
which has helped the Group achieve commendable financial
results for the year,

Qe Ay

KUOK Khoon Loong, Edward
Chairman

Hong Kong, 4 April 2006
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SHARE CAPITAL

The details of share capital are set out in note |7 to the financial statements.

SUBSIDIARIES AND ASSOCIATES
The details of the Company's principal subsidiaries and associates are set out in note
38 to the financial statements.

SOV L/ 10N dEidl AN LAV UJU

PARTICULARS OF BANK LOANS, OVERDRAFTS AND CONVERTIBLE
BONDS

The particulars of bank loans, overdrafts and convertible bonds as at 31 December
2005 are set out in notes 19 and 20 to the financial statements respectively.

RESULTS, ASSETS AND LIABILITIES
The results, assets and liabilities of the Group for the last five financial years are set
out on page |80.
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DIRECTORS
The Directors who held office during the year and up to the date of this report
were:

Mr KUOK Khoon Loong, Edward (Chairman)
Mr YE Longfei (Deputy Chairman)
Mr Giovanni ANGELINI
Mr LUl Man Shing
Mr NG Si Fong, Alan
# Madam KUOK Oon Kwong
# Mr HO Kian Guan
# Mr LEE Yong Sun
* Mr Roberto V. ONGPIN
* Mr Alexander Reid HAMILTON
" "Mr TOW Heng Tan
" Mr Timothy David DATTELS
# Mr HO Kian Hock
(Alternate to Mr HO Kian Guan)

# Non-Executive Directors
* Independent Non-Executive Directors

Mr Kuok Khoon Loong, Edward, Mr Lui Man Shing, Mr Ng Si Fong, Alan and Madam
Kuok Oon Kwong retire by rotation in accordance with Bye-Law 99 of the Company’s
Bye-Laws. All retiring Directors, being eligible, offer themselves for re-election.
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Notes:
I

These shares were held by the relevant Directors as beneficial owners.
These shares represent the interest of a controlled corporation.
These shares were held by the spouse of the relevant Director.

67,600,329 shares were held through companies which were controlled as to 33.33%
by each of Mr Ho Kian Guan and Mr Ho Kian Hock.

4,165,848 shares were held through a company which was controlled as to 21.88% by
each of Mr Ho Kian Guan and Mr Ho Kian Hock.

3,895,710 shares were held through companies which were controlled as to 13.30%
and 7.08% by Mr Ho Kian Guan and Mr Ho Kian Hock respectively.

28,544,041 shares were held through companies which were controlled as to 6.55%
and 6.74% by Mr Ho Kian Guan and Mr Ho Kian Hock respectively.

These shares were held through a company which was owned as to 50% by Madam
Kuok Oon Kwong.

(b) Long positions in underlying shares of the Company and Associated
Corporations
As at 31 December 2005, details of share options granted under the Executive

Option Scheme and the New Option Scheme to the Directors of the Company
who held office during the year were stated in the section headed “Share
Options” of this report.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Save as mentioned above, as at 31 December 2005, none of the Directors had
any interests or short positions in the shares, underlying shares or debentures of
the Company or any of its Associated Corporations which had been recorded in
the register required to be kept by the Company under Section 352 of the SFO
or as otherwise notified to the Company and the HKSE pursuant to the Model
Code.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to which the Company
or its subsidiaries was a party, and in which any Director had a material interest,
subsisted at the end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Pursuant to Rule 8.10 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the "HK Listing Rules™), the Company disclosed
below that during the year and up to the date of this report, the following Directors
are considered to have interests in the businesses which compete or are likely to
compete, either directly or indirectly, with the businesses of the Group, other than
those businesses where the Directors of the Company have been appointed/were
appointed as Directors to represent the interests of the Company and/or the Group:

(i) Madam Kuok Oon Kwong is a Non-Executive Director of Allgreen Properties
Limited (“Allgreen”), a company listed on the Singapore Exchange Securities
Trading Limited.
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SHARE OPTIONS

Executive Share Option Scheme

The executive share option scheme of the Company was approved by the shareholders
of the Company (the “Shareholders™) on 16 December 1997 (the “Executive Option
Scheme”).

The Executive Option Scheme is designed to give Executive Directors of, managers
of or other employees holding an executive, managerial, supervisory or similar position
in the Company or any of its subsidiaries an interest in preserving and maximising
shareholder value in the longer term, to enable the Company to attract and retain
individuals with experience and ability, and to provide individuals with incentives for
future performance.

A summary of the Executive Option Scheme has been disclosed in the Company'’s
200! Annual Report.

In September 2001, HKSE amended the requirements for share option schemes
under the HK Listing Rules. These new requirements make some of the provisions of
the Executive Option Scheme no longer applicable.

At the Special General Meeting of the Company held on 24 May 2002 (the “Adoption
Date™), the Shareholders approved the adoption of a new share option scheme (the
“New Option Scheme”) (details of which are set out below) and the termination of
the operation of the Executive Option Scheme (such that no further options shall
thereafter be offered under the Executive Option Scheme but in ail other respects
the provisions of the Executive Option Scheme shall remain in full force and effect).

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

New Option Scheme

The purpose of the New Option Scheme is to motivate Eligible Persons™®' to
optimise their future contribution to the Company, its SubsidiariesNe® ? and
AssociatesM®® 2, and Invested Entities™ ? (collectively referred to as the “Enlarged
Group”) and/or to reward them for their past contributions, to attract and retain or
otherwise maintain on-going relationships with such Eligible Persons who are significant
to andfor whose contributions are or will be beneficial to the performance, growth
or success of the Enlarged Group, and additionally in the case of Executives™®? to
enable the Enlarged Group to attract and retain individuals with experience and
ability and/or to reward them for their past contributions.

The maximum number of shares in the Company (the “Shares™) in respect of which
options may be granted under the New Option Scheme (and under any other share
option scheme) shall not in aggregate exceed 10 per cent. of the Shares in issue as at
the Adoption Date (the “Scheme Mandate Limit"). Shares which may be issued upon
the exercise of all options granted under the Executive Option Scheme and outstanding
as at the Adoption Date shall not be included in the calculation of the Scheme
Mandate Limit as at the Adoption Date. The Company may from time to time as the
Board may think fit seek approval from the Shareholders to refresh the Scheme
Mandate Limit, save that the maximum number of Shares which may be issued upon
exercise of all options to be granted under the New Option Scheme (and any other
share option scheme) shall not exceed 10 per cent. of the Shares in issue as at the
date of approval by the Shareholders in the general meeting where such limit is
refreshed. Notwithstanding the above, the maximum number of Shares which may be
issued upon exercise of all outstanding options granted and yet to be exercised
under the New Option Scheme (and under any other share option scheme) shall not
exceed 30 per cent. of the Shares in issue from time to time.
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Detalls of the outstanding option shares as at 31 December 2005 which have been granted under the Executive Option Scheme are as follows:

No. of No. of  Transfer No. of No. of No. of
option option from Transfer option option option
shares shares other to other shares shares shares Exercise
held as at granted  category category exercised lapsed held as at price per
| January during during during during during 31 December option
Date of grant  Tranche 2005  theyear  the year the year the year the year 2005 share Exercisable Period
{Note 3) HK$
I. Directors
Mr Ye Longfei I May 1998 i 96,760 - - - (96,760) - - 826 | May 1999 - 30 Apnil 2008
f May 1998 96,760 - ~ - (96.760) - - 826 I May 2000 ~ 30 April 2008
| May 1998 96,760 - ~ - (96,760) - - 8.26 I May 2001 - 30 April 2008
15 January 2000 f 193,822 - ~ - {193822) - - 882 5 January 2001 — 14 January 2010
[5 January 2000 It 193,822 - - - (193.822) - 882 15 January 2002 - 14 January 2010
5 January 2001 _ 339,606 - - - - - 339,606 8.18 5 January 2002 - 14 January 2011
5 January 200! [ 339,606 - - - - - 339,606 8.18 5 January 2003 - 14 January 201!
Mr Giovanni Angelini 15 January 2000 i 266,505 - - - - - 266,505 8.82 5 January 2001 - 14 January 2010
15 January 2000 I 266,505 - ~ - - - 266,505 8.2 5 January 2002 - 14 January 2010
2. Continuous Contract May 1998 _ 387,040 - 48,380 - (174.168) - 261,252 8.26 t May 1999 - 30 April 2008
Employees | May 1998 387,040 - 48,380 - (174,168) - 261252 8.26 I May 2000 - 30 April 2008
| May 1998 387,040 - 48,380 - {174,168) - 261,252 8.26 [ May 2001 - 30 April 2008
15 January 2000 _ 789,825 - 72,683 - (271,351) - 591,157 8.82 15 January 2001 - 14 January 2010
5 January 2000 I 896,710 - 72,683 - (271,348) - 698,045 882 5 January 2002 — 14 January 2010
5 January 2001 I 295945 - - - (101,883) - 194,062 8.18 5 January 2002 - 14 January 2011
S January 2001 I 295938 - - - (101.880) - 194,058 8.18 15 January 2003 - 14 January 2011
3. Other Participants | May 1998 ! 1,369,460 - - (48,380 {537322) - 783758 826 [ May (999 - 30 April 2008
| May 1998 1,509,460 - - (48380) (677,040} - 784,040 8.26 | May 2000 - 30 April 2008
May 1998 1,509,456 - - (48,380) (125918) - 1,335,158 8.26 I May 2001 - 30 April 2008
I5 January 2000 _ 1,051,485 - - (72,683) {48.456) - 930,346 8.82 5 January 2001 - 14 January 2010
15 January 2000 Il 1,051,480 - ~ (72,683) (48,455) - 930,342 8.82 5 January 2002 - 14 January 2010
15 January 2000 Il 104,555 - ~ - - (104,555) 8.82 5 January 2002 - 31 December 2004
5 January 2001 I 247428 - - - (33.961) - 213,467 8.18 5 January 2002 - 14 January 2011
15 January 2001 I 247,425 - - - (33.960) - 213,465 8.18 5 January 2003 — 14 January 2011
Total: 12,420,433 - 290,506 (290,506)  (3,452,002) (104,555) 8,863,876

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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No. of No. of Transfer No. of No. of No. of
" option option from Transfer option option option
) shares shares other to other shares shares shares Exercise
- held as at granted category category exercised lapsed held as at price per
N | January during during during during during 31 December option
) Date of grant  Tranche 2005 the year the year the year the year the year 2005 share Exercisable Period
.v_ {Notes £, 2) {Note 3) HK$
]
) Mr Roberto V. Ongpin 28 April 2005 [ - 75,000 - - - - 75,000 [1.60 18 April 2006 - 27 April 2015
28 April 2005 i - 75,000 - - - - 75,000 11.60 28 April 2007 - 27 April 2015
Mr Alexander Reid 29 May 2002 [ 75000 - - - {75,000) - - 6.81 29 May 2003 - 28 May 2012
Hamilton 29 May 2002 Il 75,000 - - - (75,000) - - 681 29 May 2004 - 28 May 2012
28 April 2005 ! - 75,000 - - - - 75,000 I1.60 28 April 2006 - 27 April 2015
28 April 2005 Il - 75,000 - - - - 75,000 [1.60 28 April 2007 - 27 April 2015
Mr Tow Heng Tan 28 April 2005 _ - 75,000 - - - - 75,000 11.60 28 April 2006 - 27 April 2015
18 April 2005 f - 75,000 - - - - 75,000 11.60 28 April 2007 - 27 April 2015
Mr Timothy David 28 April 2005 ! - 75,000 - - - - 75,000 1160 28 April 2006 - 27 April 2015
Dattels 28 Aprit 2005 I - 75,000 - - - - 75,000 1160 28 April 2007 - 27 April 2015
2. Continuous Contract 29 May 2002 | 1178500 - - - (559,000) - 619,500 681 1] zﬁoa - 28 May 2012
Employees 29 May 2002 Il 1,178,500 - - - (638,000) - 540,500 6.81 29 May 2004 - 28 May 2012
28 Aprit 2005 _ - 6,590,000 - - - (150,000) 6,440,000 1160 28 April 2006 - 27 April 2015
28 April 2005 (l - 6,590,000 - - - {150,000) 6,440,000 1160 28 April 2007 - 27 April 2015
3. Other Participants 29 May 2002 ! 795,000 - - - (550,000) - 245,000 681 19 May 2003 - 28 May 2012
29 May 2002 Il 795,000 - - - (580,000} - 215,000 681 19 May 2004 - 28 May 2012
. 29 May 2002 Il 75,000 - - - - {75,000) - 6.8 19 May 2004 - 22 May 2005
28 April 2005 ! - 585,000 - - - (15,000) 570,000 .60 28 April 2006 - 27 April 2015
28 April 2005 il - 585,000 - - - (15,000) 570,000 11.60 28 April 2007 - 27 April 2015
Total: 4,892,000 18,150,000 - - (2,477,000 (405,000) 20,160,000
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On 20 |uly 2005, Seanoble Assets Limited (“Seanoble™), a wholly owned subsidiary
of the Company, entered into the Sale and Purchase Agreement with Greatmagic
investments Limited (“Greatmagic") in relation to the sale by Seanoble of its 5%
attributable interest in a hotel development project situated in Ningbo, the
People’s Republic of China and known as Shangri-La Hotel, Ningbo (“Ningbo
Hotel") to Greatmagic (the “Sale”). The Sale was effected through the sale of
Seanoble’s 5% equity interest in Shangri-La International Hotels (Ningbo) Ltd.
("Shangri-La Ningbo') and the assignment of 5% of the shareholder's loan due
to Seanoble from Shangri-La Ningbo at a consideration of HK$5 and US$ 1,520,000
respectively. Shangri-La Ningbo holds 100% interest in Shangri-La Hotel (Ningbo)
Co., Ltd. which is the owner and developer of the Ningbo Hotel. After completion
of the Sale, Ningbo Hotel is beneficially owned as to 95% by Seanoble and 5%
by Greatmagic.

Greatmagic is owned as to 60% by Mr Chana Asdathorn (the spouse of a
director of a subsidiary of the Company and hence, a connected person of the
Company) and 40% by other family members of Mr Chana Asdathorn. Thus,
Greatmagic is a connected person of the Company by virtue of its being an
associate of Mr Chana Asdathorn.

Mr Chana Asdathorn and his family members have been strategic investors of
Shangri-La Hotel Public Company Limited, Thailand, a 73.61% owned subsidiary
of the Company, which holds interest in an operating hotel in Bangkok and a
resort under development in Chiangmai, Thailand. The aforesaid Sale to Mr
Chana Asdathorn will strengthen the co-operation between the parties and will
allow the Group to exploit more efficiently any development or expansion
opportunities that may arise in Thailand.

A subsidiary of the Company entered into (1) a joint venture contract on 9
October 2005 with a subsidiary of KPL, a subsidiary of Allgreen Properties
Limited (“Allgreen”), (collectively referred to as the “Parties”) and an independent
third party; and (2) a funding agreement on 30 Novernber 2005 with the Parties
relating to the establishment of a joint venture company to undertake a property
development project in Pudong, Shanghai, the People’s Republic of China (the
“Project”). KPL, the Group, Allgreen and the independent third party would have

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

40.8%, 23.2%, 16% and 20% interest in the Project respectively. KPL is a subsidiary
of Kerry Holdings Limited which is a substantial shareholder of the Company.
Aligreen’s subsidiary is a substantial shareholder of a subsidiary of the Company
and therefore, Allgreen is a connected person of the Company at the subsidiaries’
level. Accordingly, the transactions constituted connected transactions of the
Company and approval was given by the independent shareholders of the
Company at the Special General Meeting held on 17 February 2006.

Unsecured shareholders’ loans and guarantees

The Group provided financial assistance to certain companies in prior years. The
balances of these financial assistance as at the respective year end date of 2005
and 2004 are listed below:

(A) Unsecured shareholders’ loans'

Loan balance

2005 2004
o US$’000 US$'000
a. Non-wholly owned subsidiaries
— Traders Yangon Company Limited
: interest bearing portion® 35472 35,854
: non-interest bearing portion 34,021 34,021
- Shangri-La Yangon Company Limited
- interest bearing portion® 1,992 1,992
. non-interest bearing portion 23,732 23,732
- Traders Square Company Limited
© non-interest bearing 4,406 4,406
b. Associates
— Cuscaden Properties Pte Ltd (“CPPL")
- interest bearing at 1.25% 32,012 32,581
- SMC
: interest bearing at 6-month
HIBOR + 2% per annum® 4,110 -
‘c. Investee company
— PT. Saripun Permai Hotel 1,030 1,230
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EPHI, BSDC and GMRI are connected persons of the Company by virtue of their
being associates of KGL, a substantial shareholder of the Company, and/or of a
family member of a past director of the Company’s subsidiary. Accordingly, these
leases constitute continuing connected transactions of the Company under the
HK Listing Rules.

For the year ended 3] December 2005, an aggregate amount of US$1,052,000
(2004: US$1,001,000) was paid to EPHI and an aggregate amount of US$ 1,090,000
(2004: US$882,000) was paid to BSDC and GMRI.

Shangri-La International Hotel Management Limited (“SLIM”) and its fellow
subsidiaries provided hotel management, marketing, communication and reservation
services ("Hotel Management Services”) to five hotels/club which are owned by
certain connected persons of the Company (as set out in the table below)
pursuant to the hotel management, marketing and related agreements entered
into between various SLIM entities and the relevant connected persons of the
Company. SLIM is an indirect wholly owned subsidiary of the Company.

Cuscaden Properties Pte Ltd (*CPPL") is the owner of Traders Hotel, Singapore.
CPPL is owned as to 55.4% by Allgreen and as to 40.75% by the Group. As
CPPL is a substantial shareholder of a subsidiary of the Company, both CPPL
and Aligreen (being the holding company of CPPL) are regarded as connected
persons of the Company at the subsidiaries’ level under the HK Listing Rules.

Traders Yangon Company Limited (“TYCL") is the owner of Traders Hotel,
Yangon. TYCL is owned as to | 1.76% by Kuok (Singapore) Limited ("KSL"), as to
11.76% by Jenko Properties Limited (“|PL”) and as to 59.16% by the Group. KSL
is a substantial shareholder of certain subsidiaries of the Company and is regarded
as a connected person of the Company at the subsidiaries’ level. JPL is an
indirect wholly owned subsidiary of KGL, a substantial shareholder of the Company,
and is regarded as a connected person of the Company at the issuer’s level. By
virtue of the interest of JPL in TYCL (a 59.16% owned subsidiary of the Company},
TYCL is also regarded as a connected person of the Company.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

P.T. Saripuri Permai Hotel ("PTSPH") is the owner of Shangri-La Hotel, Surabaya.
PTSPH is indirectly owned as to 30% by KGL and is an associate of the Company's
substantial shareholder. Hence, PTSPH is regarded as a connected person of the
Company under the HK Listing Rules.

Beijing Kerry Centre Hotel Co., Ltd. (“BKC") is the owner of The Kerry Centre
Hotel, Beijing. BKC is a connected person of the Company by virtue of its being
a subsidiary of KPL which, in turn, is a subsidiary of KGL, a substantial shareholder
of the Company.

Aberdeen Marina Holdings Limited ("AMHL") is the owner of Aberdeen Marina
Club, Hong Kong. it is an indirect 79.17% owned subsidiary of KGL and is
regarded as a connected person of the Company by virtue of its being a subsidiary
of the substantial shareholder of the Company.

Accordingly, the provision of the Hotel Management Services constitutes continuing
connected transactions of the Company under the HK Listing Rules.
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3. Central Laundry Pte Ltd ("CLPL™), a 75% owned subsidiary of the Company in Singapore, operates a commercial laundry. The other 25% of CLPL is owned by CPPL
which is, in turn, 55.4% owned by Aligreen and 40.75% owned by the Group.

As CPPL is a substantial shareholder of CLPL, both CPPL and Allgreen are regarded as connected persons of the Company at the subsidiaries’ level. Accordingly, the
provision of commercial laundry services by CLPL to those properties owned by CPPL and Allgreen pursuant to Master Agreements signed between CLPL and the
relevant entities owning or operating those properties constitutes continuing connected transactions of the Company under the HK Listing Rules.

=t d et et et e Al N =1

On 15 April 2005, the Company entered into a separate Supplemental Agreement with CLPL and each of the relevant counterparties of the Master Agreements to bring
the Master Agreements in line with the requirements of the HK Listing Rules relating to continuing connected transactions.

Details of the transactions are set out below:
Aggregate amount received

by CLPL for the year
ended 31 December

Name of property Date of transaction Nature of agreement Counterparty 2005 2004
{US$) (US$)
Great World Serviced (a) 15 October 1997 and Master Agreement for faundry services (a) Great World Serviced 250,000 225,000
Apartments” (b) 16 October 1997, in each case, . Apartments and
as supplemented by the Supplemental {b) Worldwide Apartment
Agreement dated 15 Apnl 2005 Services Pte Ltd
Traders Hotel, Singapore* I April 1995, as supplemented by Master Agreement for faundry services Traders Hotel, Singapore 660,000 652,000
the Supplemental Agreement dated
15 April 2005

# Owned by a member of the Allgreen group

# Owned by CPPL

} SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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reviewed by the independent Non-Executive Directors of the Company. The
transactions have been entered into:

a. in the ordinary and usual course of business of the Company;

SAULJIdIN] drm4 2w L dvuddd

b. either on normal commercial terms or, if there are not sufficient comparable
transactions to judge whether they are on normal commercial terms, on
terms no less favourable to the Company than terms available to or from
(as appropriate) independent third parties;

c. Inaccordance with the relevant agreements governing such transactions; and B.

d. on terms which are fair and reasonable and in the interests of the shareholders
of the Company as a whole.
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Independent Non-Executive Directors of the Company have confirmed that the A.

The continuing connected transactions mentioned in (1) to (4) above have been Based on the work performed, the auditors have confirmed that:

In relation to the transactions set out in (1) to (4) above, the transactions:
a. have received the approval of the Company's Board of Directors;

b. involving the provision of goods and services by the Group, are in
accordance with the pricing policies of the Group; and

¢. have been entered into in accordance with the relevant agreements
governing the transactions.

In relation to the transactions set out in (3) and (4) above, the transactions
have not exceeded the relevant annual caps.
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Save as mentioned above, as at 31 December 2005, the Company had not been
notified of any interests and short positions in the shares and underlying shares of
the Company which had been recorded in the register required to be kept by the
Company under Section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES

During the year and up to the date of this report, the Company has not redeemed
any of its shares, and neither the Company nor any of its subsidiaries has purchased
or sold any of the Company’s listed securities.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s Bye-Laws or the
laws in Bermuda.

SERVICE CONTRACTS

There is no service contract, which is not determinable by the Company within one
year without payment of compensation (other than statutory compensation), in respect
of any Director proposed for re-election at the forthcoming annual general meeting.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any
substantial part of the business of the Company were entered into or existed during
the year.

MAJOR CUSTOMERS AND SUPPLIERS
The percentages of the five largest customers combined and the five largest suppliers
combined are less than 10% of the Group’s total turnover and purchases respectively.

PUBLIC FLOAT

As at the date of this report, the Company has maintained the prescribed public float
under the HK Listing Rules, based on the information that is publicly available to the
Company and within the knowledge of the Directors of the Company.

0 | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

REMUNERATION COMMITTEE

A Remuneration Committee of the Board of Directors was set up on 17 October
1997. The Committee currently comprises three members including the Chairman
and two Independent Non-Executive Directors. The Committee acts in accordance
with written terms of reference. The current Committee members are Mr Kuok
Khoon Loong, Edward, Mr Alexander Reid Hamilton and Mr Tow Heng Tan.

AUDIT COMMITTEE

The Company set up an Audit Committee of the Board of Directors on 25 August
1998. The Committee comprises three Non-Executive Directors, two of them being
independent. The Committee acts in accordance with written terms of reference.
The current Committee members are Mr Alexander Reid Hamilton, Mr Ho Kian
Guan and Mr Tow Heng Tan. The Committee reviewed the Group's 2005 audited
financial statements before they were tabled for the Board's review and approval.

AUDITORS
The financial statements have been audited by PricewaterhouseCoopers who retire
and, being eligible, offer themselves for re-appointment.

On behalf of the Board of Directors

AL 7

KA.

KUOK Khoon Loong, Edward YE Longfei
Director Director

Hong Kong, 4 April 2006
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As at 31 December

As at 31 December

V deposits

Note 2005 2004 Note 2005 2004
US$’000 UsS$’000 USs$’000 UsS$’000
Restated Restated
ASSETS EQUITY
Non-current assets Capital and ..mm.w.émw mnnlucnuv_m to
) the Company’s equity holders
Property, plant and equipment 6 2,155,403 1,986,414 Share capital 17 1181117 1.029,599
Investment properties 7 353,159 407,291 Other reserves 18 940,569 948,550
= Leasehold land and land use rights 8 375,143 379516 wﬂmﬁma mm«m_ﬂwm | dividend 13 32639 30,861
: - Proposed final dividen , ,
_3S:m__u_.m mmmmﬁm‘ 9 86,692 (109,047) — Others 226712 (31.285)
) Interest in associates I 790,466 626,434
Deferred income tax assets 23 5,179 5995 . Nwmwﬁ_mw _ﬁwwwww
Available-for-sale financial assets 12 1,422 1,570 inority Interests : :
Other receivables 13 3,522 4818 Total equity 2,630,214 2,165,444
LIABILITIES
3,770,986 3,302,991 Non-current liabilities
Bank loans |9 931,209 768,509
Current assets Convertible bonds 20 59,166 184,173
. Derivative financial instruments 21 1,299 -
Inventories 20,711 18926 Due to minority shareholders 2 20,539 92,485
Accounts receivables, prepayments and Deferred income tax liabilities 23 202,225 189,536
. 4 131,162 75510 1,214,438 1,234,703
Due from associates I 26,364 84,901
Due from minority shareholders - 13,873 Current liabilities
Financial assets held for trading 15 37,770 37,066 wnmo%a payable ma mmmcw_m ww Nw_wwmw ! A_ww%m_w
. ue to minority shareholders ' ,
Cash and cash equivalents 6 276,074 186874 Cirrent income tax liabilities 15,186 8,700
Bank loans and overdrafts 9 152,644 103,945
492,081 417,150 Derivative financial instruments 21 232 -
Total assets 4263067 3,720,141 118415 319,994
Total liabilities 1,632,853 1,554,697
rﬁ 7. L2, Total equity and liabilities 4,263,067 3,720,141
K i L Net current assets 73,666 97,156
KUOK Khoon Loong, Edward YE Longfei Total assets less current liabilities 3,844,652 3,400,147
Director Director
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Year ended 31 December

. Note 2005 2004
, US$’000 uUs$'000
B} Restated
Sales 5 842,003 725,523
Cost of goods sold 25 (345,616) (308,510)
Gross profit 496,387 417,013
B Other gains-net 26 44,743 26,026
, Marketing costs 25 (34,575) (31,523)
Administrative expenses 25 (79.759) (58,933)
Other operating expenses 25 (238,427) (209.862)
Operating profit 188,369 142,721
Finance costs 29 (32,851) (48,322)
Share of profit of associates 64,317 41,029
Profit before income tax 219,835 135,428
Income tax expense - 30 (52,304) (12,905)
w Profit for the year 167,531 122,523
| Attributable to:
Equity holders of the Company 150,990 113518
: Minority interests 16,541 9,005
167,531 122,523
Earnings per share for profit
attributable to the equity holders
of the Company during the year
(expressed in US cents per share)
— basic 32 6.14 4.85
— diluted 32 6.13 4.84
Dividends 33 65,251 58,159
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For the year ended 31 December 2005

Attributable to equity holders
of the Company

e P S e i A T i Sl R E

Retained
earnings/
Share Other (accumulated Minority
Note capital reserves losses) interests Total
Uss$'000 Us$’000 uss$’000 uUss’000 UsS$’000
Balance at | January 2005, as previously reported as equity 1,029,599 1,696,818 382,566 - 3,108,983
Balance at | January 2005, as previously separately reported
as minority interests - - - 324,000 324,000
Currency translation differences arising from ma_c%:jma of depreciation
for hotel properties and amortisation of leasehold land 2(a) () - 36,698 - 102 36,800
. Depreciation for hotel properties and amortisation of leasehold land,
] net of deferred income tax labilities 2(a)(1) - - (520,192) (40,360) (560,552)
1 Revaluation surplus of investment properties to be recognised in
) income statement, net of deferred income tax liabilities 2(a) (i) - (139,693) 139,693 - -
3 Reversal of revaluation reserves for hotel properties, net of deferred
g i 2(a)(i) - (665,348) - (96,023) (761,371)
Issue of convertible bonds — equity component 2(a)(i - 20,075 - - 20,075
Increase in finance costs of convertible bonds 2(a)(iiiy - - (2,491 - (2,491)
Opening adjustment for adoption of HKAS 38 2(a)(iv) - - 184,471 - 184,471
Opening adjustment for adoption of HKAS 39 2(a)(v) - - (12,196) - (12,196)
Balance at | January 2005, as restated 1,029,599 948,550 (71,851 (87,719 2,337,719
Currency translation differences - 2,504 - (2,297) 207
Net expenses recognised directly in equity - 2,504 - (2.297) 207
Profit for the year - - 150,990 16,541 167,531
Total recognised income for the year ended 31 December 2005 - 2,504 150,990 14,244 167,738
Issue of shares upon conversion of convertible bonds - equity component |7 145,627 (13,953) - - 131,674
Allotment of shares upon exercise of share options 17 5,891 - - - 5,891
Granting of option shares — value of employee service 2(a)(ii) - 3,468 - - 3,468
Payment of 2004 final dividend - - (30,878) - (30,878)
Payment of 2005 interim dividend - - (32,612) - (32,612)
Dividend paid to and equity acquired from minority interests - - - (11,437) (11,437)
Equity injected from minority interests - - - 282 282
Net change in equity loans from minority interests - - - 58,369 58,369
151,518 (10,485) (63,490) 47214 124,757
Balance at 31 December 2005 118117 940,569 259,351 249,177 2,630,214
The Group’s retained earnings/(accumulated losses) comprised:
Company and subsidiaries (18,883)
Associates 278,234
259,351

Included in the retained profits of subsidiaries and associates are statutory funds of approximately U5$259,000 and US$18,756,000 respectively (2004: US$$243,000 and
US$18,545,000). These funds are set up by way of appropriation from the profit after taxation of the respective companies, established and operating in the PRC, in
accordance with the relevant laws and regulations.

6 | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

GENERAL INFORMATION

Shangri-La Asia Limited (the "Company”) and its subsidiaries (together the
“Group”) owns and operates hotels and associated properties; and provides
hotel management and related services.

The Company is a limited liability company incorporated in Bermuda. The address
of its registered office is Canon's Court, 22 Victoria Street, Hamilton HM12,
Bermuda.

The Company has its primary listing on the Main Board of The Stock Exchange
of Hong Kong Limited with secondary listing on the Singapore Stock Exchange.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standard (“HKFRS”) and comply with accounting
standards issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA™). They have been prepared under the historical cost convention
except that, as disclosed in the accounting policies below, financial assets (excluding
available-for-sale financial assets) and financial liabilities (including derivative financial
instruments) and investment properties are stated at fair value.

The changes to the Group's accounting policies and the effect of adopting these
new policies are set out in note 2 below.

(a) Effect of adopting new HKFRS
In 2005, the Group adopted the following new/revised HKFRS, which are
relevant to its operations. The 2004 comparatives have been amended as
required, in accordance with the relevant requirements.

HKAS | Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors

HKAS 10 Events after the Balance Sheet Date

HKAS 16 Property, Plant and Equipment

[ SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

HKAS 17 Leases

HKAS 21 The Effects of Changes in Foreign Exchange Rates
HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements
HKAS 28 Investments in Associates

HKAS 31 Investments in Joint Ventures

HKAS 32 Financial Instruments: Disclosures and Presentation
HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and Measurement
HKAS 40 Investment Property

HKAS-Int 12 Scope of HKAS-Int 12 Consolidation — Special Purpose

Entities

HKAS-Int |5 Operating Leases ~ Incentives

HKAS-Int 21 Income Taxes — Recovery of Revalued Non-Depreciated
Assets

HKFRS 2 Share-based Payments

HKFRS 3 Business Combinations

The adoption of new/revised HKASs |, 2,7, 8, 10, 21, 23, 24, 27, 28, 31, 33
and HKAS-Ints 12 and 15 did not result in substantial changes to the Group’s
accounting policies. in surnmary:

—  HKAS | has affected the presentation of minority interests, share of net
after-tax results of associates and other disclosures.

- HKASs 2, 7,8, 10, 23, 27, 28, 31, 33 and HKAS-Ints 12 and 15 had no
material effect on the Group's policies

—  HKAS 21 had no material effect on the Group’s policy. The functional
currency of each of the consolidated entities has been re-evaluated
based on the guidance to the revised standard. All the Group’s principal
subsidiaries have the same functional currency as the presentation
currency for respective entity financial statements.
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For the year ended 3! December 2005

2 SUMMARY OF SICNIFICANT ACCOUNTING POLICIES (continued)
(a) Effect of adopting new HKFRS (continued)

The adoption of HKFRS 3, HKAS 36 and HKAS 38 results in a change in the
accounting policy for positive goodwill and negative goodwill and prospective

[T L N

|

DL A e |

The adoption of revised HKAS 40 has resulted in a change in the accounting
policy for investment properties of which the changes in fair values are
recorded in the income statement as part of other income and retrospective
application is required. In prior years, the increases in fair value were credited
to the investment properties revaluation reserves. Decreases in fair value
were first set off against increases on earlier valuations on a portfolio basis
and thereafter expensed in the income statement.

The adoption of HKAS-Int 21 has resulted in a change in accounting policy
relating to the measurement of deferred income tax liabilities arising from
the revaluation of investment properties. Such deferred income tax liabilities
are measured on the basis of tax consequences that would follow from
recovery of the carrying amount of that asset through use except for those
under investment properties held on freehold land. In prior years, the carrying
amount of all the investment properties were expected to be recovered
through sale.

The adoption of HKFRS 2 has resulted in a change in the accounting policy
for share-based payments. With effect from | January 2005, the Group
recognises the fair value of share options granted as an expense in the
income statement over the vesting period with a corresponding increase
being recognised in an option reserve. The related option reserve is
transferred to share capital and share premium, together with the exercise
price, when the option holder exercises its rights. In prior years, no amount
was recognised when options were granted. If the option holders chose to
exercise the options, the nominal amount of share capital and share premium
were credited only to the extent of the option’s exercise price receivable.
The Group has taken advantage of the transitional provisions in HKFRS 2
under which the new recognition and measurement policies have not been
applied to all options granted on or before 7 November 2002 as all the
outstanding options as at 31 December 2004 were granted before 7
November 2002. Accordingly, only the cost of new share options granted in
2005 will be expensed in the income statement (Note 2.23).

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

application is required. Until 31 December 2004,

—  positive goodwill was amortised on a straight line basis over its useful
life of 15 years and was subject to impairment testing when there were
indications of impairment; and

= negative goodwill was amortised over the weighted average useful life
of 15 years of the non— monetary assets acquired, except to the extent
it related to identified expected future losses as at the date of acquisition.
In such cases it was recognised in the income statement as those
expected losses were incurred.

n accordance with the provisions of HKFRS 3 (Note 2.7):

~ the Group ceased amortisation of positive goodwill from | January
2005;

— accumulated amortisation as at 31 December 2004 has been deducted
from the cost of positive goodwi

- from the year ending 31 December 2005 onwards, positive goodwill
will be tested annually for impairment, as well as when there is indication
of impairment.

— in accordance with the transitional provisions in HKFRS 3, all negative
goodwill was derecognised at | January 2005 with a corresponding
increase in retained earnings.

The Group has reassessed the useful lives of its intangible assets in accordance
with the provisions of HKAS 38. No adjustment resulted from this
reassessment.
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) 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

: (a) Effect of adopting new HKFRS (continued)

“

m For the
3 year ended
“. 31 December
1 2005
] US$’000
)

;

3

3 Increase in other operating expenses 3,468
o) Decrease in basic earnings per share (in US cents) 0.141
] Decrease in diluted earnings per share (in US cents) 0.141
.

)

:

" There was no impact on opening retained earnings at | January 2004
] and | January 2005 from the adoption of HKFRS 2.

]

(i) The adoption of HKAS 32 resulted in a decrease in retained earnings
and an increase in other reserves as at | January 2005 by US$2,49 1,000

and US$$20,075,000, respectively:

As at 31 December

2005 2004

Us$’000 US$’000

Increase in convertible bonds reserve 6,122 20,075

Decrease in retained earnings 2,929 2,491

Decrease in convertible bonds 4,885 20,199
Decrease in accounts receivables,

prepayments and deposits 639 2,615

Increase in share capital 1,053 -

> | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

For the year ended
3| December

2005 2004

UsS$’000 Us$’000

Increase in finance costs 438 2,491
Decrease in basic earnings per share

(in US cents) 0018 0.106

Decrease in diluted earnings per share
(in US cents) - -

(iv) The adoption of HKFRS 3 and HKAS 38 resulted in an increase in opening
retained earnings at | January 2005 by US$184,471,000 and the details of
the adjustments to the balance sheet at 31 December 2005 and profit
and loss for the year ended 31 December 2005 are as follows:

As at

31 December
2005

USsS$’000

Increase in intangible assets 179,059
Increase in retained earnings 179,059

For the
year ended
31 December

2005

Us$’000

Increase in other operating expenses 5412
Decrease in basic earnings per share (in US cents) 0.220
Decrease in diluted earnings per share (in US cents) ) 0.220

There was no impact on opening retained earnings at | January 2004
from the adoption of HKFRS 3.




1 | 50027 14043 WWNNNY QILIWIT VISY YT IdDNVHS

"S5 [0JIU0D

12U} 91BP 3Y} WO} PIIEPI[OSUODI-3P BJk A3U | "dNOJD) 3y} 01 PILIZSUBI]
S| |OJIUOD UDIYM UO 91BP 3Y} WO PIIBPIOSUOD A[jN) aJe $3IBIPISQNS

“ANIUS J2YI0UE 5|0UIu0d dnoUD) 3yl JaYIdYM

3U1SSOSSE USYM POUSPISUOD DJB B|GIHISAUOD JO 3|QESIDUEXS A]jua.und
3.8 1BY} 5143w BUloA 1B11U0d JO 1DD)je PUB 9IUDISIXD Y] SIYSU Builoa
23Ul JO jley 2UO Uey) dJow Jo 3uipjoyateys e 3uiKuedwodrde Ajjeiauald

sannod 8unesado pue jeidueuly 3y} wioAo8 01 Jemod syt sey dnous) syi

YIIyMm JaA0 (sa1313ud asodund [eipads Buipnioul) s91UD aJB SSlIRIpISgNg

Aseipisqng (e)

49QWID3(] | £ 03} dn opeW S3LEIPISQNS SY [|B pUB AUuBdWOT) 3yl

JO SIUDWIELS [BIDUBUL 3l PSPNOUI SJUSWSIE]S [RIDUBUI PI1BPIOSUOD 3y |

UOI1epI|OSU0)

"MO|2Q INO 195 2JB SJUSWRIE]S [RIDUBULY PBIBPIOSUOD

asay} jo uonesedaud sy1r ul paydde seidiod Sunpunosde |edpuud ayj

spun4
UOIEI|IQBYDY |BIUSWUOIIAUT PUEB UOIIEI0ISIY
‘BUILOISSIWILIODI(] WOU) BUISUY/ S3SaU1U[ O1 S1Y3ry
asea e

SUIPIUOD JuaWR3UBIIY UR Jaylaym Suiuiualaq
s1y3iy wolssiwg

$924n0say

[EJAUIL JO UOIENBAT PUB U0} UOITRIOIdXT
$24N50|251(]

pPuUe sue|q4 dnoJ5) ‘s3SSOT PuUB SUIBD |BLUBNIDY

S WI-SYPIH

¥ WI-SYDIH
€ WI-SHPAH

9 SdPIH

(uswpuswy) 61 SWIH

@

'saijod Bununodde s, dnous) ayy o1 sadueyd
[BIIUBISQNS Ul }NSJ JoU |IIm Jo dnougy auy o1 A|dde 1ou |Im 9007 Aenuef |
a1 4o uo Bupudwwod spoliad ZuIUNOIDE J0) BAIIIDYS WO |IIMm
yoym suoneraddiaiu| £0 spaepuelg 3uImol|o) 3yl 1Byl saAdlaq dnoun ay|

65670 (s1ua2 gM un) 2Jeys Jad s3uludea PIIN|IP Ul SBAUDU|
0vS0 (s1usd gy u) aJeys uad s3uluues diseq Ul dsESIOU]
1£9'6 $350D 2dUBUY Ul BSB3I(Q]
£89°¢ 19U — suled JBYl0 Ul 9sBaIdU|
000.$SN

S00T

Jaquiadaq €
papus Jeak
ayj 404

860" | SBUILIBS pBUIBIDL Ul BSRIDU|
1€S'| (so1)1gel]) SIUSWNIISUL [RIDUBUL SANRAIISP Ul 95BIDU|
716 S|enudO® pue 3jgeded SJUNOIDE Ul 3SERUDI(
£98 S3|QRAIIDU JBYIO Ul 35BIUIII(]

000.$SN
§007

Jaquwadaq | €
je sy

ISMO||0} SB 9UB GOOT 49quiada(] |§ Papua Jeak dul Uoj SO
pue 1yoid pur GOO7 J49qWada | £ 1B 399YS 9dUB(eq Syl O} sluawisnipe
U1 JO S|iB1ep Ayl pue 000'961'TI$SN Aq §007 Aenuef | 1B s3uluses
paurelas Buiuado u 95BBUDSP B Ul PRYNSAU 4E SWHH Jo uondope ay] (A}
(panunuod) Sy4yH mau Bundope jo 1233 (e)
(panuiu02) S3IDIT0d INILNNODIDY LNVIIHINDIS 40 AYVWIWNS  Z

G007 12quada(] | papua JeIA ay) 40



| R Sttt B et Shasll nf St R iiag e s St Sl Y

LAY AANV YT D

For the year ended 31 December 2005

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
2.1 Consolidation (continued)

(a) Subsidiary (continued)

The purchase method of accounting is used to account for the acquisition
of subsidiaries by the Group. The cost of an acquisition is measured as
the fair value of the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs directly
attributable to the acquisition. ldentifiable assets acquired and liabilities
and contingent liabilities assumed in a business combination are measured
initially at their fair values at the acquisition date, irrespective of the
extent of any minority interest. The excess of the cost of acquisition
over the fair value of the Group's share of the identifiable net assets
acquired is recorded as goodwill. If the cost of acquisition is less than
the fair value of the net assets of the subsidiary acquired, the difference
is recognised directly in the income statement.

Inter-company transactions, balances and unrealised gains on transactions
between group companies are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment of
the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted
by the Group.

In the Company’s balance sheet the investments in subsidiaries are
stated at cost less provision for impairment losses. The results of
subsidiaries are accounted by the Company on the basis of dividend
received and receivable.

(b) Associates
Associates are all entities over which the Group has significant influence
but not control, generally accompanying a shareholding of between 20%
and 50% of the voting rights. Investments in associates are accounted
for by the equity method of accounting and are initially recognised at
cost. The Group's investment in associates includes goodwill (net of any
accumulated impairment loss) identified on acquisition (see Note 2.7).
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The Group's share of its associates’ post-acquisition profits or losses is
recognised in the income statement, and its share of post-acquisition
movements in reserves is recognised in reserves. The cumulative post-
acquisition movements are adjusted against the carrying amount of the
investment. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates
are eliminated to the extent of the Group's interest in the associates.
Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies
of associates have been changed where necessary to ensure consistency
with the policies adopted by the Group.

In the Company’s balance sheet the investments in associates are stated
at cost less provision for impairment losses. The results of associates
are accounted for by the Company on the basis of dividend received
and receivable.

2.2 Segment reporting

A business segment is a group of assets and operations engaged in providing
products or services that are subject to risks and returns that are different
from those of other business segments. A geographical segment is engaged
in providing products or services within a particular economic environment
that are subject to risks and returns that are different from those of segments
operating in other economic environments.

In accordance with the Group’s internal financial reporting the Group has
determined that geographical segment be presented as the primary reporting
format and business segment as the secondary reporting format.

Unallocated costs represent corporate expenses. Segment assets consist
primarily of fixed assets, inventories, receivables and operating cash, and
mainly exclude intangible assets and investments in securities. Segment
liabilities comprise operating liabilities and exclude items such as taxation
and all borrowings. Capital expenditure comprises additions to fixed assets.
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For the year ended 3| December 2005

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.4

2.5

Property, plant and equipment (continued)

An asset's carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable
amount.

No depreciation is provided on freehold land for hotel properties and such
land is stated at cost less accumulated impairment, if any.

Investment properties

Property that is held for long-term rental yields or for capital appreciation or
both, and that is not occupied by the companies in the consolidated Group,
is classified as investment property.

Investment property comprises land held under operating lease or freehold
and buildings.

Land held under operating leases are classified and accounted for as
investment property without amortisation when the rest of the definition of
investment property is met.

Investment property is measured initially at its cost, including related
transaction costs.

After initial recognition, investment property is carried at fair value reviewed
annually by external professional valuers. Changes in fair values are recognised
in the income statement.

Subsequent expenditure is charged to the asset's carrying amount only when
it is probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably. All
other repairs and maintenance costs are expensed in the income statement
during the financial period in which they are incurred.
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2.6 Leasehold land and land use rights

Prepaid leasehold land premiums or land use rights for hotel properties or
for development of hotel properties are classified and accounted for as
leasehold land and land use rights and are stated at cost and amortised over
the period of the lease on a straight line basis to the income statement.

2.7 Intangible assets

(a) Goodwill

Goodwill represents the excess of the cost of an acquisition over the
fair value of the Group’s share of the net identifiable assets of the
acquired subsidiary/associate at the date of acquisition. Goodwill on
acquisitions of subsidiaries is included in intangible assets. Goodwill on
acquisitions of associates is included in investments in associates. Goodwill
is tested annually for impairment and carried at cost less accumulated
impairment losses. Gains and losses on the disposal of an entity include
the carrying amount of goodwill relating to the entity sold.

Goodwill s allocated to cash-generating units for the purpose of
impairment testing. -

(b) Trademarks and licences
Trademarks and licences are shown at historical cost. Trademarks and
licences have a definite useful life and are carried at cost less accumulated
amortisation and impairment. Amortisation is calculated using the straight-
line method to allocate the cost of trademarks and licences over their
estimated useful lives of 20 years.
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For the year ended 3| December 2005

\ 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
2.9 Investments (continued)

2.10 Inventories
Inventories are stated at the lower of cost and net realisable value.

(c) Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are either
designated in this category or not classified in any of the other categories.
They are included in non-current assets unless management intends to
dispose of the investment within |2 months of the balance sheet date

Cost, being cost of purchase, is determined on a weighted average basis.
Net realisable value is the estimated selling price in the ordinary course of
business, less applicable variable selling expense.

and are stated at cost less impairment as the fair value of these unlisted 2.11 Trade and other receivables

financial assets cannot be reliably measured Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method,

Purchases and sales of investments are recognised on trade-date — the less provision for impairment. A provision for impairment of trade and other

date on which the Group commits to purchase or sell the asset. receivables is established when there is objective evidence that the Group

Investments are initially recognised at cost plus transaction costs for all will not be able to collect all amounts due according to the original terms of

financial assets. Investments are derecognised when the rights to receive receivables. The amount of the provision is the difference between the

cash flows from the investments have expired or have been transferred asset's carrying amount and the present value of estimated future cash flows,

and the Group has transferred substantially all risks and rewards of discounted at the effective interest rate. The amount of the provision is

ownership. Financial assets held for trading are subsequently carried at recognised in the income statement.

fair value based on current market closing prices with realised and

unrealised gains and losses arising from changes in the fair value included 2.12 Cash and cash equivalents

in the income statement in the period in which they arise. Loans and Cash and cash equivalents include cash in hand, deposits held at call with

receivables are carried at amortised cost using the effective interest banks, other short-term highly liquid investments with original maturities of

method less impairment with changes in carrying value to be recognised three months or less, and bank overdrafts. Bank overdrafts are shown within

in the income statement. Available-for-sale financial assets are stated at bank loans in current liabilities on the balance sheet.

cost less impairment (which is charged to the income statement) as the

fair value cannot be reliably measured. 2.13 Share capital

The Group assesses at each balance sheet date whether there is objective
evidence that a financial asset or a group of financial assets is impaired.
In the case of loans and receivables and available-for-sale financial assets,
a significant or prolonged decline in the expected recoverable value of
the asset below its cost is considered in determining whether the asset
is impaired. If any such evidence exists, the carrying value is reduced to
its estimated recoverable amount.

3 | SHANCRI-LA ASIA LIMITED ANNUAL REPORT 2005

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options
are shown in equity as a deduction, net of tax, from the proceeds.
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For the year ended 31 December 2005

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
218 Employee benefits (continued)

(ii) Pension obligations
The Group operates a number of defined benefit and defined contribution
plans, most of the assets of which are generally held in separate trustee
administered funds. The pension plans are generally funded by payments
from employees and by the relevant Group companies, taking account
of the recommendations of independent qualified actuaries for defined
benefit plans.

The Group's contributions to the defined contribution retirement scheme
are expensed as incurred and are reduced by contributions forfeited by
those employees who leave the scheme prior to vesting fully in the
contributions, whenever applicable.

For defined contribution plans, the Group pays contributions to publicly
or privately administered pension insurance plans on a mandatory,
contractual or voluntary basis. The Group has no further payment
obligations once the contributions have been paid. The contributions
are recognised as employee benefit expense when they are due and are
reduced by contributions forfeited by those employees who leave the
scheme prior to vesting fully in the contributions. Prepaid contributions
are recognised as an asset to the extent that a cash refund or a reduction
in the future payments is available.

For defined benefit plans, pension costs are assessed using the project
unit credit method: the cost of providing pensions is charged to the
income statement so as to spread the regular cost over the service lives
of employees in accordance with the advice of the actuaries who carry
out a full valuation of the plans at least every 3 years. The pension
obligation is measured as the present value of the estimated future cash
outflows. Actuarial gains and losses arising from funded plans are
recognised over the average remaining service lives of employees. Past
service costs are recognised as an expense on a straight-line basis over
the average period until the benefits become vested.

The Group's contributions to defined benefits pension plans are charged
to the income statement in the period to which the contributions relate.

) | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

2.19 Provisions

Provisions are recognised when the Group has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of
resources will be required to settle the obligation, and a reliable estimate of
an amount can be made. Provisions are not recognised for future operating
losses.

2.20 Revenue recognition

Revenue comprises the fair value for the sale of goods and services, net of
value-added tax, rebates and discounts and after eliminating sales within the
Group. Revenue is recognised as follows:

Sales:

(i) Hotel revenue from rooms rental, food and beverage sales and other
ancillary services is recognised when the services are rendered.

(i) Revenue in respect of hotel management and related services is
recognised when the services are rendered.

(i) Rental revenue from properties is recognised on a straight-line basis
over the periods of the respective leases.

Other revenue:

(iv) Interest income is recognised on a time-proportion basis using the
effective interest method. When a receivable is impaired, the Group
reduces the carrying amount to its recoverable amount, being the
estimated future cash flow discounted at original effective interest rate
of the instrument, and continues unwinding the discount as interest
income. Interest income on impaired loans is recognised either as cash
is collected or on a cost-recovery basis as conditions warrant.

(v) Dividend income from other investments is recognised when the right
to receive payment is established.
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For the year ended 31 December 2005

V 3 FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(a) Market risk (continued)

(c) Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and
marketable securities, the availability of funding through an adequate

. (i) Foreign exchange risk (continued)

The Group attempts to align the currencies of its loan portfolio
with the currency mix of the Group’s investments and revenues in

amount of committed credit facilities and the ability to close out market
positions. Due to the dynamic nature of the underlying businesses, Group
Treasury aims to maintain flexibility in funding by keeping committed

- various countries. Given the general expectations about the credit lines available.

strengthening of the Renminbi and in compliance with directives
issued by the foreign exchange ‘regulatory authorities, some (d) Cash flow and fair value interest rate risk
subsidiaries in Mainland China have contracted bank loan facilities
; partly in Renminbi and partly in Hong Kong dollars. The Group has income and operating cash inflows are substantially independent of
\ secured new corporate bank loans in dual-currencies (Hong Kong
. dollars/US dollars) to provide flexibility depending on the relative
weakness of either currency. Moving forward, the Group plans to
selectively increase the funding assistance provided to its subsidiaries
in Mainland China in order to reduce their Renminbi borrowings.

As the Group has no significant interest-bearing assets, the Group’s
changes in market interest rates.

The Group’s interest-rate risk arises from long-term borrowings.
Borrowings issued at variable rates expose the Group to cash flow
interest-rate risk. Borrowings issued at fixed rates expose the Group to
fair value interest-rate risk. Group policy is to maintain not less than

The Group has not felt it appropriate to substantially hedge against i ) i )
50% of its borrowings in fixed rate instruments. At the year end, 67% of

currency risks through forward exchange contracts upon
consideration of the currency risk involved and the cost of obtaining
such cover.

borrowings were at fixed rates.

The Group manages its cash flow interest-rate risk by using floating-to-
() Price risk fixed interest-rate swaps. Such interest-rate swaps have the economic
The Group is exposed to equity securities price risk because
investments held by the Group are classified on the consolidated

effect of converting borrowings from floating rates to fixed rates.
Generally, the Group raises long-term borrowings at floating rate. The

balance sheet either as available-for-sale financial assets or as financial Group closely monitors the movement of interest rate from time to

assets held for trading and are stated at fair value through profit or time and enters into interest-rate swaps. Under the interest-rate swaps,

loss. The Group is not exposed to commodity price risk. the Group agrees with other parties to exchange, at monthly intervals,
the difference between fixed contract rates and floating-rate interest

(b) Credit risk amounts calculated by reference to the agreed notional principal amounts.

The Group has no significant concentrations of credit risk. It has policies
in place to ensure that sale of rooms to wholesalers are made to
customers with an appropriate credit history. Sales to retail customers
are made via credit cards to a significant extent. The Group has policies
that limit the amount of global credit exposure to any customer.
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For the year ended 3| December 2005

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

4.2 Critical judgements in applying the entity's accounting policies
Distinction between investment properties and owner-occupied
properties

The Group determines whether a property qualifies as investment property.
In making its judgement, the Group considers whether the property generates
cash flows largely independently of the other assets held by an entity. Owner-
occupied properties generate cash flows that are attributable not only to
property but also to other assets used in the production or supply process.

Some properties comprise a portion that is held to earn rentals or for
capital appreciation and another portion that is held for use in the production
or supply of goods or services or for administrative purposes. If these portions
can be sold separately (or leased out separately under a finance lease), the
Group accounts for the portions separately. If the portions cannot be sold
separately, the property is accounted for as investment property only if an
insignificant portion is held for use in the production or supply of goods or
services or for administrative purposes. Judgement is applied in determining
whether ancillary services are so significant that a property does not qualify
as investment property. The Group considers each property separately in
making its judgement.

SALES AND SECMENT INFORMATION

The Group owns and operates hotels and associated properties and provides
hotel management and related services. Sales recognised during the year are as
follows:

2005 2004
US$’000 US$’000
Sales

Hotel operation:
Room rentals 430,897 364,219
Food and beverage sales 316,954 280,022
Rendering of ancillary services 59,062 50,855
Hotel management and related service fees 16,444 12,351
Property rentals 18,646 18,076
842,003 725,523

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Primary reporting format — geographical segments
The Group is managed on a worldwide basis in six main geographical areas:

Hong Kong — hotel ownership, operation and management
Mainland China — hotel ownership, operation and management

— ownership and leasing of office, commercial and serviced

apartments
The Philippines - hotel ownership, operation and management
Singapore — hotel ownership, operation and management
— ownership and leasing of office, commercial and serviced
apartments
Thailand — hotel ownership, operation and management
— ownership and leasing of office, commercial and serviced
apartments
Malaysia — hotel ownership, operation and management, golf club

ownership and operation
— ownership and leasing of office, commercial and serviced
apartments
Other countries — hotel ownership, operation and management

Secondary reporting format - business segments
The Group is organised on a worldwide basis into three main business segments:

Hotel operation — ownership and operation of hotel business

Hotel management — provision of hotel management and related services

Property rentals — ownership and leasing of office, commercial and serviced
apartments
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For the year ended 3! December 2005

SALES AND SEGMENT INFORMATION (continued)
Primary reporting format — geographical segments (continued)

Segment balance sheet
As at 31 December 2005 (US$ million)

The People’s
Republic of China

Mainland The
Hong Kong China Philippines Singapore Thailand Malaysia Other Elimination Group
Segment assets 291.1 1,362.7 4133 634.1 167.0 336.6 I14.1 (16.3) 3,302.6
Interest in associates - 669.7 - 62.7 - 233 34.8 - 790.5
Unallocated assets 833
Intangible assets 86.7
Total assets 4,263.1
Segment liabilities (63.4) (94.2) (26.4) (20.5) (10.7) (16.1) (17.9) 16.3 (232.9)
Unallocated liabilities (1,400.0)
Total liabilities (1,632.9)

6 | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 3| December 2005

5 SALES AND SECMENT INFORMATION (continued)

Primary reporting format — geographical segments (continued)
Segment balance sheet

As at 31 December 2004 (US$ million)

The People’s
Republic of China

ST T T T TE T e e P YUY UYL Ve DO UN

Mainland The

Hong Kong China Philippines Singapore Thailand Malaysia Other Elimination Group
Segment assets 280.0 1,228.9 3933 628.0 165.2 334.5 101.1 (10.0) 3,121.0
Interest in associates - 492.6 - 59.8 - 39.0 35.0 - 626.4
Unallocated assets 81.7
Intangible assets (109.0)
Total assets 3,720.1
Segment liabilities (55.5) (66.9) (20.2) (22.9) (9.9) (18.6) (18.5) 10.0 (202.5)
Unallocated liabilities : (1,352.2)
Total liabilities (1.554.7)
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For the year ended 31 December 2005

T T T T T TN

) 6 PROPERTY, PLANT AND EQUIPMENT
W Freehold Furniture,  Properties Freehold Furniture,  Properties
W land and  Vehicles & fixtures & under land and  Vehicles & fixtures & under
m buildings machinery equipment development Total buildings machinery equipment development Total
] Group US$ 000  US$000  US$'000 US$'000  US$'000 Group US$'000  US$'000  US$000 Us§'000  US$'000
)
,1._ AL January 2004, Year ended 31 December 2005
5 as restated Opening net book amount 1,680,706 45,088 132,272 1128348 1986414
w Cost 2,153,194 {21,368 388,737 123,752 2,787,051 Exchange differences 892 (910) 740 2,149 2871
), Accumulated depreciation (513921) (74936)  (276352) - (865209) Additions 101,525 22,286 48,702 107,107 279620
. Disposals (4.763) (738) (2753) (603) (8.857)
; Net book amount 1,639,273 46432 112385 13752 1921802 Transfer 55918 451 16,698 {72.127) -
a Depreciation (58.569) (16,124 {29.952) - (l04,645)
M Year ended 3| December 2004, .
W as restated Closing net book amount 1,775,709 54413 165,707 159874 2,155,403
g Opening net book amount 1,639,273 46432 112,385 123752 1921842
Exchange differences 15,095 198 177 1,260 16,730 At 31 December 2005
Transfer 71532 3,887 16,42 (91,840) - Cost 2395964 140,349 439513 (59,874 3,435,700
Additions 19,355 6215 33313 101,782 160,665 Accumulated depreciation _ {620,255) (86,236) (273806) - (980.297)
Disposals {10,936) (790) (3,517) (6,606) (21,849)
Depreciation (53,613) (10,854) (26,507) - {90,974) Net book amount 1,775,709 54113 165,707 159,874 2,155,403
Closing net book amount },680./06 45,088 132172 126348 1986414 (a) Al depreciation expenses (net of amount capitalised) in 2005 and 2004

have been included as part of the other operating expenses.
At 31 December 2004,

as restated (b) Banking borrowings are secured on certain vehicles with closing net book
Cost 2,244,331 126,695 391,300 126348 2.8%0674 amount of U5$93,000 (2004: US$112,000) (Note- 19).
Accumulated depreciation (563,615) (81,607)  (259.028) - (904.260)

(c) Buildings comprise mainly hotel properties. Details of the hotel properties of
Net book amount 1,680,706 45,098 132272 128348 1986414 the Company’s subsidiaries are summarised in note 39(a).

(d) Properties under development included construction work in progress in
respect of the renovation of certain hotel properties.

0 | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

) 8 LEASEHOLD LAND AND LAND USE RIGHTS : The Group's interests in leasehold land and land use rights represent prepaid
2005 2004 operating lease payments and their net book value are analysed as follows:
UsS$’000 Us$'000
- 2005 12004
. At | January Us$'000 US$’000
. Cost 447816 378,205
1 Accumulated amortisation (68,300) (61,449) In Hong Kong held on:
’ Leases of between 10 to 50 years 87,205 88,570
Net book amount 379516 316,756 .
Outside Hong Kong, held on:
. Opening net book amount 379,516 316,756 Leases of over 50 years 79.995 132,363
- Exchange differences 4728 483 Leases of between [0 to 50 years 207,943 158,583
] Additions 3,585 69,102
” Disposal (3.799) - 375,143 379516
| Amortisation of prepaid operating lease payment (8,387) (6,825)
]
Closing net book value 375,143 379516
At 31 December ‘
Cost 451,681 447816
Accumulated depreciation (76,538) (68.300)
Net book amount 375,143 379516

All amortisation expenses in 2005 and 2004 have been included as part of the
other operating expenses.
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For the year ended 31 December 2005

10 INVESTMENTS IN AND AMOUNTS DUE FROM SUBSIDIARIES 11 INTEREST IN ASSOCIATES AND DUE FROM ASSOCIATES
(continued) ,

1

2005 2004
{a) Amounts due from subsidiaries (continued) UsS$’000 US$’000
Non-current balance comprised:
Interest in associates
2005 2004 At | January, as restated 517,948 486,155
UsSs$’000 uss$’o00 Share of associates’ results
- profit before taxation 95,361 63,413
Interest bearing at ~ taxation (31,044) (22.384)
— HIBOR plus 1% per annum effective
I January 2006 with no fixed
repayment terms 70,875 - 64317 41,029
— HIBOR plus 1% per annum with
fixed repayment term - 3,120 Exchange difference 803 3,188
Acquisition of associates 42,388 -
70,875 3,120 Dividend declared by associates (37,153) (12,424)
Disposal of partial interest
Current balance comprised: in a subsidiary (Note 34) 36,860 -
Disposal of interest in associates (17,266) -
2005 2004
Us$’000 US$’000 Investment in associates under equity method 607,897 517,948
Interest bearing at Equity loans (a) 128,804 52,799
= HIBOR plus 1% per annum with Other long term shareholder loans (b) 53,765 55,687
fixed repayment term 3,120 6,240
— 4% per annum repayable on demand - 640
Interest free repayable on demand 325,690 194,324 790466 626434
328,810 201,204

Amounts due from subsidiaries are unsecured.

(b) Amounts due to subsidiaries as at 3! December 2005 and 2004 are
unsecured, interest-free and repayable on demand. ’

(¢) Details of principal subsidiaries are set out in note 38(a).
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For the year ended 3! December 2005

. 13 OTHER RECEIVABLES 14 ACCOUNTS RECEIVABLES, PREPAYMENTS AND DEPOSITS
2005 2004 2005 2004
Us$’000 UsS$’000 US$’000 Us$’000
| Loan to an investee company (note (a)) - 140 Trade receivables 43,294 37,732
. Loans to a managed hotel (note (b)) 3,522 4,678 Prepayments and deposits 30,579 16,910
_ Account receivables 17,801 20,868
| 3,522 4818 Consideration receivables from
disposed of partial interest
Notes: in a subsidiary (Note 34) 39,488 -
)
. (a) The loan is unsecured, interest-free and with no fixed repayment terms. 131,162 75510
(b) The loans were granted to a managed hotel in Australia owned by an (a) The fair value of the trade and other receivables are not materially different
independent third party under the provision of the hotel management from their carrying value.
agreement. The loans are secured by a second mortgage over that hotel
property and wholly repayable by 2012 according to a fixed repayment (b) A significant part of the Group's sales are by credit cards or against payment
schedule. These loans are interest-free except for a fixed amount of of deposits. The remaining amounts are with general credit term. of 30 days.
A%$2,000,000 (equivalent US$1,468,000) which is interest bearing at LIBOR The Group has a defined credit policy. The ageing analysis of the trade
plus 1% per annum. receivables were as follows:
The effective interest rate applied to calculate the fair value upon initial 2005 2004
recognition of the interest free portion is 5.74% per annum. USs$’'000 US$’000
0 — 3 months 40,755 35013
4 — 6 months 1,495 1,418
Over 6 months 1,044 1,301
43,294 37,732

There is no concentration of credit risk with respect to trade receivables, as
the Group has a large number of customers, internationally dispersed.
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For the year ended 31 December 2005

17 SHARE CAPITAL

(@) The following option shares at various exercise prices granted to option

Amount holders of the Company under the Executive Option Scheme and the New
No.of  Ordinary Share Option Scheme were exercised:
shares shares premium Total
('000) US$’000 US$’000 UsS$’000 Number of option shares issued
At HK$8.26 At HK$8.82 At HK$8.18 At HK$6.81
Authorised per option per option per option per option Total
~ Ordinary shares share share share share consideration
of HK$1 each uUs$’000
In year 2005
At 31 December 2004 and January 232,224 204,439 203763 1,284,000 1813
31 December 2005 5,000,000 646,496 - 646,496 February _ 163,821 _ 380,000 5|7
March 127,084 96,911 - 152,000 377
Issued and fully paid April - 96911 - 398,000 457
-~ Ordinary shares May 800,000 - - - 847
of HK$I each june 180,000 - 67,921 113,000 361
July 290,280 387,644 - 150,000 877
At | January 2005 2,404,292 310,588 719,001 1,029,599 August 233,196 77,528 - - 335
Allotment of shares upon September 290,280 - - - 307
exercise of share options
(note (a)) 5929 760 5,131 5,891 For the year ended
Issue of shares upon conversion 31 December 2005 2,153064 1027254 271684 2,477,000 5,891
of convertible bonds (note (b)) 117,218 15,029 130,598 145,627
In year 2004
At 31 December 2005 2,527,439 326377 854,740 181,117 May _ - _ 100,000 87
October - - 97,030 3,750,000 3376
At | January 2004 2,181,329 282,003 533237 815,240 November 1,992,654 969,108 1,736,837 6,327,000 10,551
Issue of shares upon share December 4,011,010 1,881,824 892,676 996,000 8,181
placement (note (c)) 183832 23,568 150,542 174,110
Allotment of shares upon For the year ended
exercise of share options 31 December 2004 6003664 2850932 2726543 11,173,000 22,195
(note (a)) 22,754 2917 19,278 22,195
Issue of scrip dividend shares The weighted average closing price of the shares immediately before the
(note (d)) 16,377 2100 13,954 18,054 dates on which the options were exercised was HK$ | .68 (2004: HK$9.59).
At 31 December 2004 2,404,292 310,588 719,011 1,029,599

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 3| December 2005

. 17 SHARE CAPITAL (continued)
Share options (continued)

Movements in the number of outstanding option shares and their related weighted
average exercise prices are as follows:

For the year ended
31 December 2005

For the year ended
31 December 2004

Average Average
exercise exercise
price price
- in HK$ Number in HK$ Number
,, per option  of option per option  of option
share shares share shares
At | January 8.00 17,312,433 778 41,127,845
Granted I'1.60 18,150,000 - -
Exercised 7.75 (5,929,002) 761 (22,754,139)
Lapsed 10.32 (509,555) 790 (1,061,273)
At 31 December 1026 29,023,876 8.00 17312,433

) | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Outstanding option shares at the end of the year have the following expiry dates
and exercise prices:

Number of option shares as at

Exercise price
in HK$ per 31 December 31 December
Expiry date option share 2005 2004

Executive Option Scheme

31 December 2004 8.82 - 104,555
30 April 2008 8.26 3,686,712 5,839,776
14 fJanuary 2010 8.82 3,682,900 4,710,154
14 January 2011 8.18 1,494,264 1,765,948
8,863,876 12,420,433

New Option Scheme
22 May 2005 6.81 - 75,000
28 May 2012 6.81 2,340,000 4,817,000
27 April 2015 11.60 17.820,000 -
20,160,000 4,892,000

The fair value of each option granted during the year ended 31 December 2005
determined using the Black-Scholes valuation model was HK$3.0 (year ended 3|
December 2004: nil). The significant inputs into the mode! were share price of
HK$11.60 at the grant date, exercise price shown above, standard deviation of
expected share price returns of 29.59%, expected life of options of 5 years,
expected dividend yield of 1.84% and annual risk-free interest rate of 3.16%. The
volatility measured at the standard deviation of expected share price returns is
based on statistical analysis of daily share prices over the last year.

According to the terms of the two option schemes, options on 60,000 shares
with exercise price per share of HK$6.81, have been exercised subsequent to 31
December 2005 and up to the date of these financial statements. Options on
210,000 shares with exercise price of HK$11.60 have lapsed subsequent to 31
December 2005 and up to the date of these financial statements.
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For the year ended 31 December 2005

\ 18 OTHER RESERVES (continued)
Share of :
investment
: properties
) Investment revaluation
Convertible Capital properties reservesin  Exchange Contributed
“ Option bonds redemption revaluation associates fluctuation Capital Other surplus Total
, US$’000 US$°000 USs$'000 Us$'000 Us$’000 Us$’000 uUs$’000 Us$’000 US$'000 US$'000
Group
,d Balance at | January 2005, as restated - 20,075 10,666 - - (74,790) 601,490 1,368 389,741 948,550
. Currency translation differences - - - - - 2,504 - - - 2,504
Issue of shares upon conversion of
convertible bonds — equity component - (13,953) - - - - - - - (13,953)
: Granting of option shares 3,468 - - - - - - - - 3,468
Balance at 3| December 2005 3,468 6,122 10,666 - - (72,286) 601,490 1,368 389,741 940,569
Company
Balance at | January 2005 - - 10,666 - - - - - 1,524,231 1,534,897
Granting of option shares 3,468 - - - - - - - - 3,468

Balance at 31 December 2005 3,468 - 10,666 - - - — - 1,524,231 1,538,365

(a) A subsidiary is required by local law ﬁo\mnnﬂovzmﬁm a certain percentage of its annual net profits as other reserve until the reserve reaches 10 percent of its
registered share capital. This reserve is not available for dividend distribution.

(b) The contributed surplus of the Company arises when the Company issues shares in exchange for the share of companies being acquired, and represents the
difference between the nominal value of the Company’s share issued and the value of net assets of the companies acquired. Under the Companies Act 1981 of
Bermuda (as amended), the contributed surplus is distributable to the shareholders. At the Group level, the contributed surplus is reclassified into its components of
reserves of the underlying subsidiaries, whenever appropriate.

> | SHANCGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 3! December 2005

19 BANK LOANS AND OVERDRAFTS (continued)

The carrying amounts of the bank loans and overdrafts approximate their fair
value and are denominated in the following currencies:

2005 2004
uUs$'000 Us$’000
Hong Kong dollars 897,481 800,503
Renminbi 47,261 24,396
Malaysian Ringgit 36,034 42,525
US dollars 103,031 4,980
Baht 46 50
1,083,853 872,454
The Group has the following undrawn borrowing facilities:
2005 2004
Us$'000 US$’000
Floating rate .
— expining within one year 158,711 470,276
— expiring beyond one year 482,173 37,928
Fixed rate
— expiring within one year 4,873 -
— expiring beyond one year 46,679 76,214
692,436 584,418

As at 31 December 2005, an undrawn floating rate borrowing facility of Baht
800 million (US$19,484,000) expiring beyond one year is secured by a freehold
land with net book value of US$6,040,000.

4 | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

20 CONVERTIBLE BONDS

On 15 March 2004, a wholly owned subsidiary of the Company issued zero
coupon guaranteed convertible bonds due March 2009 (the “"Maturity Date”), in
the aggregate principal amount of U$$200 million with an initial conversion price
of HK$9.25 per ordinary share of the Company (subject to adjustment). Unless
previously redeemed, converted or purchased and cancelled, these bonds will be
redeemed at |114.633 per cent of their principal amount on the Maturity Date.

The fair values of the liability component and the equity conversion component
were determined at issuance of the bonds.

The fair value of the liability component, included in long-term borrowings, was
calculated using a market interest rate for an equivalent non-convertible bond.
The residual amount, representing the value of the equity conversion component,
is included in shareholders’ equity in other reserves (Note [8).

The convertible bonds recognised in the balance sheet is calculated as follows:

2005 2004
UsS$’000 Us$’000
Face value of convertible bonds issued
on 15 March 2004 200,000 200,000
Issuing expenses (3,185) (3,185)
Equity component (20,075) (20,075)
Liability component on initial
recognition at 15 March 2004 176,740 176,740
Accumulated interest expense (Note 29) 14,100 7,433
Amount converted to ordinary
shares of the Company (131,674) -
Liability component 59,166 184,173
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For the year ended 31 December 2005

. 22 MINORITY INTERESTS AND BALANCES WITH MINORITY 23 DEFERRED INCOME TAX
SHAREHOLDERS (continued) Deferred income tax are calculated in full on temporary differences under the
(b) Due to minority interest (non-current portion) are unsecured and with the liability method using a principal taxation rate of 17.5% (2004: 17.5%) for
, following terms: subsidiaries operating in Hong Kong. Deferred income tax of overseas subsidiaries
. are calculated at the rates of taxation prevailing in the countries in which the
2005 2004 respective subsidiaries operate.
. uUs$’000 uUs$’o00

The movement on the deferred income tax account is as follows:

-~ HIBOR plus {% effective | January 2006

. with no fixed repayment terms 17,719 - Group
: — LIBOR plus 2.5% per annum and wholly 2005 2004
., repayable on 30 June 2015 651 - Us$000 US$’000
— 6% per annum and wholly repayable on
31 December 2015 2,169 - At | January 183,541 195,446
— HIBOR plus 1% per annum and wholly Exchange differences (1,198) 770
repayable on 30 june 2006 - 780 Deferred taxation charged/(credited) to
— 2.5% per annum with no fixed income statement (Note 30) 14,703 (12,675)
repayment terms ‘ - 11,798
— interest free with no fixed At 31 December 197,046 183,541
repayment terms - 79,907

Deferred income tax assets are recognised for tax loss carry forwards to the
20,539 92,485 extent that realisation of the related tax benefit through the future taxable

profits is probable. As at 31 December 2005, the Group has the following
(¢) Due to minority interest (current portion) are unsecured and with the unrecognised tax losses to carry forward against future taxable income.
following terms: Group
2005 2004
2005 2004 Us$’000 Uss$’000
US$’000 Us$’000
With no expiry date 8,848 8,303
— HIBOR plus 1% per annum and wholly Lapsed within the next five years 42,942 22,922
repayable on 30 June 2006 780 1,560
~ Interest free with no fixed 51,790 31,225
repayment terms 7,777 10,358
18,557 11,918

5 | SHANCRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

23 DEFERRED INCOME TAX (continued) 25 EXPENSES BY NATURE
2005 2004 Expenses included in cost of sales, marketing expenses, administrative expenses
uUs$’000 US$’000 and other operating expenses are analysed as follows:
Deferred income tax assets (5.179) (5,995) 2005 2004
Deferred income tax liabilities 202225 189,536 US$’000  US$000
197,046 183,541 Depreciation of property, plant and
equipment (net of amount capitalised of
NA >ﬁﬁOCZ._.m T><>W_|_m >ZU >ﬁﬁ_ﬂc>rm CmM_N«rOOO AMOOA” CmHN__OOOvv AZOﬁm ov _OA‘mN_ .wO_oOw
Amortisation of leasehold land and land
. 2005 2004 ) i
US$°000 US$’000 use w_my.ﬁm (Note 8) . 8,387 6,825
Amortisation of trademark and licences
(Note 9) 125 -
Trade payables 41,738 35,026 Amortisation of negative goodwill - (5.5086)
Construction cost payable and accrued expenses 190,058 160,405 Employee benefit expenses (Note 27) 228,850 204,413
Cost of inventories sold or consumed
231,796 195431 in operation 104,747 92,923
Discarding of fixed assets due to
At 31 December 2005, the ageing analysis of the trade payables were as follows: redevelopment of a resort - 5187
Loss on disposal of fixed assets 2,492 1,706
2005 2004 Discarding of fixed assets due to
US$’000 US$’000 renovation of hotels 2,642 6,913
Expenses on share options granted 3,468 -
Auditors’ remuneration 735 663
0 — 3 months 39,066 33,213
4 — 6 months 1,195 708
Over 6 months 1,477 1,105
41,738 35,026

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005



| S00Z 13043 IVNNNY QILIWIT VISV VI-INDONVHS

‘AlaAnadsas puny yons o} ‘s|gedidde ji ‘snuoq pue sauepes ssoud
JI3YY JO % || PuB 907 2INGLUIUOD 01 padinbas osje aue eIsAejel, pue asodedulg
ur saueipisgns s, dnouny ayy jo seaLo|dws sy ‘JuswAied snuoq pue sale(es
Alyruow Joj yiuow Jad (545N ©1 WSBAINDS) 059$S 18 JuswiuIaA0d asodeduig
oy} Aq paxiy ade ssodeduig ul saueipisgns s, dnousy syl 4oy 93kojdwa yoes 4o}
SUBIPISQNS DU AQ SUONNQLIIUOD WINWIXBW Y| "PAUNDUI SB JUNOIIR SSO| pue youd
8y} 01 padieyd alam pue ‘3|qedidde ji 'snuOQq pue saLBeS $,3940|dWD 3yl JO ‘%97
03 9/ wouy uiBues ‘a8euodsod B UO POSEQ SPBW 9JB SUOIINGIUOD) 'SBIIIUNOD
953U Ul SIUBWUIAAOS |BDO| 3AI1D9dSaU 3yl AQ padeurw SSWIYIS UOKHNGIUOD
pauyap ul a1edpiued eisdeely pue a10de3uUig "Dy Syl Ul ssLeIpisgns s,dnoucy sy |

‘JELIIBW 30U 249M GOQO7 43qQUI3I3(] | £ 1B SB SUOIINGIIUOD
,su2A0|dwa JO UoNPNPaJ UNINy 343 JOJ 3|qe[IeAR puk Jeak oy} uunp sialojdws Aq
PasHIN OS S}yauUdg Pa)SSAUN JO SJUNOWER 3| ‘SpUny paJalsiuiwpe Apuspuadapul
ut dnouny syl Jo asoyl wou L[o1ededas ploy sJe SaWwBYdS 953yl JO S1asse
3y *SUCIINQIIIUOD JO S[BAI] 2UNIN} JISYl 95Npad 01 suskojdwa Ag pasiin oq ued
wswioldwa Suneuluusy saakodwa JO SIJaUaq Pal1sSaAUN ay) ‘44| JO uondadxs ayy
YlMm sawayds asayl Japun yruow Jad (g7 $sN 1useanba) 0ot 1 $iH Jo Suiied
B YUM S3UIUIBD 55048 A|JIuow JIayl JO 946G 2INGUIU0D 0} U0y BuO Ul saakodwa
pue sua4o|dwa 3y} Y10q S3UINDaI Jdi] DY | SISBQ AJRUOIIRUISIP B UO SUOIINGLIIUOD
Ss994ojdws wuwiad saWaYds ISDYY JO DWOS PuUB SDNUBRS Diseq S30Aoijdws
Yl JO %0| ©1 %S 91nquIuod 01 suakojdwa adinbau ‘eisAejely pue asuodeduig
“dd 241 Ul 95041 eyl 1ay1o ‘dnouny syy Aq pajedidited (Buoy SuopH ul (4diAl,.)
pun4g 1UapIrodd AJO1EPUR|Y 3y} SUIPNPUL) SBWSYDS UCIINQIIUCD Pauydp sy |

SMO| |0} SB 3B SIWIYDS

[edidung 'sadA1 1yoUaq paUYSp PuB UOIINGLIIUOD PaulLap 3yl Yloq JO sawayds
Juswaunad pue uolsuad jo uaquunu e ur sajeddiued pue satesado dnouoy oy
Juawabuelsy dWaYIS UoISUIY

£1¥'%0¢ 0S8'87T
TI¥'GE #01'8€ aJejlam J3Y10
L6L1] 870'CI 1502 UOISUZ
yOC'LS] 812841 (ane3) Jenuue
Pas|I3nUN SUIPN(DUL) S3IIE[ES PUB SOBBAA
oco.$sN 000.$SN
00z S007
(syuswinjowd suo10aUIp BUIpn|ax3)
. SISNIdX3 LI43INIG FIA0TdW3
970'9T VLY
8vT'| [A&N SIBYI0
Eiad 800 SWODUI PUBPIAIC]
799'% or6'y 2WODUI 15331
- 68€°C [304 © jo [esodsip uo wie
(9z6) ov€ (b€ 210N SOLIBIPISQNS Ul $159497Ul
feined jo jesodsip uo (sassop)/suies)
- (sz¢'D) $31BIDOSSE JO [BSOASIP UO 507
- 6£5'E sa8pay se 3ulkenb jou
SUOIIBSURI] (S1ORIIU0D dems 93eI-1S0U93U1 —
'SJUSWINUISUL |BIDUBUL SAITBALIS(]
06'0T Yob'L Buipea] 10} pjaYy s1asse
{eouewy U (PaSesIUN puB PaIsKesU) sues
/8 b2) Juswuedw Jo jestanaly(sasso| Juswaiedwr) —
{S]OSSE |BIDUBUL O[BS-J04-D|qB[IBAY
(€e6g'1) 01+'9T (7 s10N) seiuadoud
1UBUWIISBAUI UO (S9SS0))/SUled anjeA Jie
000.$SN 000.$SN
00T 5007

1IN — SNIVD ¥3IHLO

a4

9¢

GOOT 49qW33(] |§ PIPUS JBRL 3] 404




For the year ended 3! December 2005

27 EMPLOYEE BENEFIT EXPENSES (continued)

Pension Scheme Arrangement (continued)

The three hotels in the Philippines have adopted a funded non-contributory defined benefit pension plan covering all their regular employees. The benefits are based on
years of service and the employees’ final covered compensation. The plan requires periodic contributions by the participating subsidiaries as determined by periodic
actuarial reviews. An actuarial valuation was performed by Orlando J. Manalang, a qualified actuary at 22 September 2003 using the Projected Unit Credit Actuarial Cost
Method. The principal assumptions used in the actuarial valuation are that scheme assets will earn a yield of 7% per annum and salary will increase by 5% per annum.
According to this report, both Edsa Shangri-La Hotel & Resort, Inc. and Mactan Shangri-La Hotel & Resort, Inc. can suspend contributions until another valuation is done
within the next three years as the total funded assets of these two subsidiaries exceeded the actuarial accrued liability and the 2003 normal cost by Peso 10,750,000
(equivalent to US$$202,000) and Peso 5,411,700 (equivalent to US$102,000) respectively while Makati Shangri-La Hotel & Resort, Inc. had an unfunded actuarial liability of
Peso 8,369,000 (equivalent to US$158,000) and required normal cost contribution of Peso 5,542,000 (equivalent to US$104,000) for the period | July 2003 to 30 June
2004 and an annual contribution of Peso 1,908,000 (equivalent to US$36,000) in the next 5 years.

Total pension cost including charges for directors charged to the income statement for the year under all pension schemes was US$12,110,000 (2004: US$11,874,000).

28 DIRECTORS’ AND SENIOR MANAGEMENT’S EMOLUMENTS

The remuneration received from the Group by every Director of the Company for the year ended 31 December 2005 is set out below:

Employer’s Compensation

contribution for loss of

Discretionary  Inducement Other to pension office as
Name of Director Fees Salary bonuses fees benefits® schemes director Total
UsS$'000 US$’000 Uss$’000 US$’000 Us$'000 Us$’000 Us$’000 UsS$’000
Mr Kuok Khoon Loong, Edward - 323 2,571 - 225 8 - 3,127
Mr Ye Longfei - 348 643 - 4 ! - 996
Mr Giovanni Angelini 145 335 3213 - 86 62 - 3,941
Mr Lui Man Shing 4 - - - - - - 4
Mr Ng Si Fong, Alan - 153 223 - 125 8 - 509
Madam Kuok Oon Kwong 23 155 142 - 5 3 - 328
Mr Ho Kian Guan 46 - - - - - - 46
Mr Lee Yong Sun 19 - - - - - - 19
Mr Roberto V. Ongpin 19 - - - - - - 19
Mr Alexander Reid Hamilton 39 - - - - - - 39
Mr Tow Heng Tan 37 - - - - - - 37
Mr Timothy David Dattels 19 - - - - - - 19

Mr Ho Kian Hock® - - - - _ _ _ _

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

28 DIRECTORS’ AND SENIOR MANAGEMENT’S EMOLUMENTS (continued)

Movement of options shares granted to the Directors for the year ended 31 December 2005 are as follows:

(i) Under the Executive Option Scheme

Closing price

Excess of
weighted average

per share on the Transfer closing price
business day  No. of option  No. of option to other No. of No. of option per share on
immediately  shares held as  shares granted category option shares shares held as at Exercise exercise
before at | January during during exercised 31 December price per date over
Date of grant ~ Tranche  date of grant 2005 the year the year  during the year 2005 option share  exercise price Exercisable Period
HK$ HK$ HKS$
Mr Ye Longei | May 1998 I 5.60 96,760 - - (96,760) - 826 439 I May 1999 - 30 April 2008
| May 1998 5.60 96,760 - - (96,760) - 8.26 439 I May 2000 — 30 April 2008
| May 1998 560 96,760 - - (96,760) - 8.26 439 I May 2001 — 30 April 2008
15 January 2000 | 830 193,622 - - (193822) - 8.82 383 15 January 2001 - 14 January 2010
15 January 2000 I 830 193,822 - - (193,822) - 8.82 383 15 January 2002 - 14 January 2010
15 January 2001 ! 7.80 339,606 - - = 339,606 818 - 15]anuary 2002 - 14 January 20!1
15 January 2001 i 780 339,606 - - - 339,606 8.18 - 15 January 2003 - 14 January 2011
Mr Giovanni 15 January 2000 | 8.30 266,505 - - - 266,505 8.82 - 15 January 2001 - 14 january 2010
Angefini 5 January 2000 I 8.30 266,505 - - - 266,505 8.82 - 15 fanuary 2002 - 14 Janvary 2010
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For the year ended 31 December 2005

28 DIRECTORS’ AND SENIOR MANAGEMENT’S EMOLUMENTS (continued)

(i) Under the New Option Scheme (continued)

Closing price

Excess of

weighted average

per share on the Transfer closing price

business day ~ No. of option  No. of option to other No. of No. of option per share on

immediately  shares held as  shares granted category option shares shares held as at Exercise exercise

before at | January during during exercised 31 December price per date over
Date of grant  Tranche date of grant 2005 the year the year  during the year 2005 option share exercise price Exercisable Period

HK$ HK$ HK$
Mr Ho Kian Guan 28 April 2005 I .75 - 75,000 - - 75,000 60 - 28 April 2006 - 27 April 2015
28 April 2005 If 75 - 75,000 - - 75,000 11.60 - 28 April 2007 - 27 April 2015
Mr Lee Yong Sun 29 May 2002 I 680 75,000 - - - 75,000 6381 - 29 May 2003 - 28 May 2012
29 May 2002 i 6.80 75,000 - - - 75,000 681 - 29 May 2004 - 28 May 2012
28 April 2005 I .75 - 75,000 - - 75,000 60 - 28 April 2006 — 27 April 2015
28 April 2005 .75 - 75,000 - - 75000 60 - 28 April 2007 - 27 April 2015
Mr Roberto V. Ongpin 28 April 2005 1175 - 75,000 - - 75,000 I1.60 - 28 April 2006 - 27 April 2015
28 April 2005 IL75 - 75,000 - - 75,000 11.60 - 28 April 2007 - 27 April 2015
Mr Alexander Reid 29 May 2002 I 6.80 75,000 - - (75.000) - 681 509 29 May 2003 - 28 May 2012
Hamilton 29 May 2002 ! 6.80 75,000 - - (75.000) - 681 509 29 May 2004 - 28 May 2012
28 April 2005 I .75 - 75,000 - - 75,000 11.60 - 28 April 2006 - 27 April 2015
28 April 2005 [ 175 - 75,000 - - 75,000 1160 - 28 April 2007 - 27 April 2015
Mr Tow Heng Tan 28 April 2005 I .75 - 75,000 - - 75000 1160 - 28 April 2006 - 27 Aprit 2015
28 April 2005 It 1L75 - 75,000 - - 75,000 11.60 - 28 Apnil 2007 - 27 April 2015
Mr Timothy David 28 April 2005 ! .75 - 75,000 - - 75,000 11.60 - 28 April 2006 — 27 April 2015
Dattels 28 April 2005 I 1175 - 75,000 - - 75,000 1160 - 28 April 2007 - 27 April 2015
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For the year ended 3| December 2005

28 DIRECTORS’ AND SENIOR MANAGEMENT’S EMOLUMENTS (continued)
(ii) Under the New Option Scheme

Excess of

Closing price weighted average

per share on the Transfer closing price

business day No. of option No. of option to other No. of No. of option per share on

immediately  shares held as  shares granted category option shares  shares held as at Exercise exercise

before at | January during during exercised 31 December price per date over
Date of grant Tranche date of grant 2004 the year the year  during the year 2004  option share exercise price Exercisable Period

HK$ HK$ HK$
Mr Ye Longfei 29 May 2002 | 6.80 500,000 - - (500,000) - 681 179 29 May 2003 - 28 May 2012
29 May 2002 i 6.80 500,000 - - {350,000 150,000 6.8 279 29 May 2004 - 28 May 2012
Mr Kuok Khoon Ho 29 May 2002 I 6.80 500,000 - (500,000) - - 6.8 - 29 May 2003 - 28 May 2012
29 May 2002 i 6.80 500,000 - (500,000) - - 681 - 29 May 2004 - 28 May 2012
Mr Giovanni Angelini 29 May 2002 I 6.80 600,000 - - {600,000 - 6.81 1.89 29 May 2003 - 28 May 2012
29 May 2002 i 6.80 600,000 - - (600,000) - 681 714 29 May 2004 - 28 May 2012
Mr Lui Man Shing 29 May 2002 I 6.80 150,000 - - - 150,000 681 - 29 May 2003 - 28 May 2012
29 May 2002 Il 6.80 150,000 - - - 150,000 681 - 29 May 2004 - 28 May 2012
Mr Ng Si Fong, Alan 29 May 2002 ! 6.80 60,000 - - - 60,000 6.81 - 19 May 2003 - 28 May 2012
29 May 2002 I 6.80 60,000 - - - 60,000 681 - 29 May 2004 - 28 May 2012
Madam Kuok Oon 29 May 2002 I 6.80 150,000 - - {150,000) - 6.81 299 19 May 2003 - 28 May 2012
Kwong 29 May 2002 I 680 150,000 - - (150,000) - 681 199 29 May 2004 - 28 May 2012
Mr John David 29 May 2002 I 6.80 75,000 - (75,000) - - 6.8l - 29 May 2003 - 28 May 2012
Hayden 9 May 2002 it 6.80 75,000 - (75,000) - - 681 - 29 May 2004 - 28 May 2012
Mr Ho Kian Guan 19 May 2002 | 6.80 75,000 - - (75,000) - 681 179 29 May 2003 - 28 May 2012
29 May 2002 I 6.80 75,000 - - (75,000) - 681 179 19 May 2004 - 28 May 2012
Mr Lee Yong Sun 29 May 2002 | 6.80 75,000 - - - 75,000 681 - 29 May 2003 - 28 May 2012
29 May 2002 I 6.80 75,000 - - - 75,000 681 - 29 May 2004 - 28 May 2012
Mr Alexander Reid 29 May 2002 | 6.80 75,000 - - - 75,000 681 - 29 May 2003 - 28 May 2012
29 May 2002 I 6.80 75,000 - - - 75,000 681 - 29 May 2004 - 28 May 2012

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

30 INCOME TAX EXPENSE The taxation on the Group's profit before taxation differs from the theoretical
2005 2004 amount that would arise using the taxation rate of the home country of the
US$’000 UsS$’000 Company as follows:
Current income tax 2005 2004
— Hong Kong profits tax 8,679 4,962 Us$’000 Us$’000
— Overseas taxation 28,922 20,618
Deferred income tax (Note 23) 14,703 (12,675) Profit before income tax 219,835 135,428
52,304 12,905 Calculated at a taxation rate of 17.5% 38,471 23,700
Effect of different taxation rates of subsidiaries
Share of associates’ taxation for the year ended 31 December 2005 of operating in other countries 16,326 4964
US$31,044,000 (2004: US$22,384,000) is included in the income statement as Income not subject to taxation (28,532) (22,112)
share of profits of associates. Expenses not deductible for taxation purposes 21,888 16,861
Tax effect on unrecognised tax losses 3,005 2,372
Utilisation of previously unrecognised tax losses (5,016) (2,688)
Effect on opening net deferred taxation resulting
from an increase/(decrease) in tax rate 3,909 (1,301)
Under/(over) provision in prior year 204 (1,282)
Withholding tax 3713 (3.750)
Reversal of deferred taxation by a subsidiary
upon satisfying certain local tax laws - (4,140)
Tax incentive (1,960) -
Others 296 281
Taxation charge 52,304 12,905

(a) Hong Kong profits tax is provided at a rate of 17.5% (2004: 17.5%) on the
estimated assessable profit of group companies operating in Hong Kong.

(b) Taxation outside Hong Kong includes withholding tax paid and payable on
dividends from subsidiaries and tax provided at the prevailing rates on the
estimated assessable profits of group companies operating outside Hong
Kong.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

\ 32 EARNINGS PER SHARE (Continued)

Diluted (continued)

For the year ended 3| December 2005, all the share options issued under the
. Executive Option Scheme and all the share options under the New Option
Scheme have the greatest dilution effect. For the year ended 31 December
2004, only the share options at exercise price of HK$6.81 per option share
issued under the New Option Scheme have the greatest dilution effect.

2005 2004
. uUs$’000 US$’000
) Profit attributable to equity holders
, of the Company 150,990 113,518
Weighted average number of
: ordinary shares in issue (thousands) 2,460,837 2,342,637
Adjustments for — share options (thousands) 4,305 2,392
Weighted average number of ordinary shares
for diluted earnings per share (thousands) 2,465,142 2,345,029
Diluted earnings per share (US cents per share) 6.13 4.84

) | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

33 DIVIDENDS
2005 2004
US$’000 USs$'000
Interim dividend paid of HKI0 cents

(2004: HK9 cents) per ordinary share 32,612 27,298

Proposed final dividend of HKI0 cents
(2004: HK10 cents) per ordinary share 32,639 30,861
65,251 58,159

At a meeting held on 4 April 2006, the directors proposed a final dividend of
HKI10 cents per ordinary share for the year ended 31 December 2005, this
proposed dividend is not reflected as a dividend payable in these financial
statements but will be reflected as an appropriation of retained earnings for the
year ending 31 December 2006.
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For the year ended 31 December 2005

-

e

34 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

)
| (continued)
| (b) Disposal of partial interests in subsidiaries {continued)
g The assets and liabilities disposed are as follows:
N
]
i Fair value and
” carrying amount
¥ US$’000
:
m. Investment properties (Note 7) 78319
- Cash and cash equivalent I
) Amount due to a shareholder (1,481)
]
- Other liabilities (849)
w
w Net assets 76,000
- 1% minority interests (760)
The Group’s share of net assets 75,240
Share of net assets disposed (38,380)
Share of net assets owned by the Group
after disposal (Note 1) 36,860

(i) In July 2005, the Group also disposed 5% equity interest in a wholly
owned subsidiary and assigned 5% of the outstanding shareholder loan
to the buyer at face value for a cash consideration of HK$5 and
US$ 1,520,000, respectively. This subsidiary holds 100% interest in a
project company in Ningbo, PRC for development of the Shangri-La
Hotel, Ningbo. The Group recorded a gain on disposal of US$43,000.

(i) Total gains on disposal of partial interests in subsidiaries during the year
were US$340,000 (Note 26).

2 | SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

35 CONTINGENCIES AND CHARGES OVER ASSETS
(a) Contingent liabilities
As at 31 December 2005, contingent liabilities of the Group were as follows:

0]

(i1)

(iii)

The Company executed proportionate guarantees in favour of banks for
securing banking facilities granted to certain subsidiaries and associates.
The utilised amount of such facilities covered by the Company’s
guarantees and which also represented the financial exposure of the
Company at the balance sheet date amounts to US$1,009,813,000 (2004:
US$801,543,000) for the subsidiaries and US$20,439,000 (2004:
US$23,469,000) for associates.

The Group executed proportionate guarantees in favour of banks for
securing banking facilities granted to certain associates. The utilised
amount of such facilities covered by the Group's guarantees for these
associates amounts to US$30,385,000 (2004: US$25,265,000).

The Group executed a performance guarantee in favour of the owner
of a hotel in Sydney for the financial performance of the hotel under a
management contract. The maximum cumulative amount of liability under
such guarantee is A$10,000,000 (equivalent to US$7,432,000) (2004:
A$10,000,000).

(b) Charges over assets
As at 31 December 2005, bank loans of a subsidiary amounting to US$36,000
(2004: US$68,000) were secured by charges over certain motor vehicles of
the subsidiary with net book values totalling U5$93,000 (2004: US$112,000).
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For the year ended 31 December 2005

37 RELATED PARTY TRANSACTIONS

Kerry Group Limited ("KGL"), which owns approximately 43.04% of the Company's

issued ordinary shares as recorded in the register required to be kept under
Section 336 of the Securities and Futures Ordinance as at 31 December 2005,

has significant influence over the Company.

The following transactions were carried out with related parties:

2005 2004
Us$’000 Uss$’000
(2) Transactions with subsidiaries of KGL during
the year (other than subsidiaries of
the Company)
Receipt of hotel management and related
services and royalty fees 1,874 1,577
Reimbursement of office expenses and
payment of administration and related
expenses 1,754 1,633
Payment of office rental, management fees
and rates 329 332
Purchase of edible ol 519 523
(b) Transactions with associates of the Group
during the year (other than a subsidiary
of KGL included under item (a) above)
Receipt of hotel management and related
services and royalty fees 7,106 5,460
Receipt for laundry services 660 660

] SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

2005
uUs$’'000

2004
USs$’000

(c) Financial assistance provided to subsidiaries
of KGL as at 31 December (other than
subsidiaries of the Company)

Balance of loan to associates of the Group

Balance of guarantees executed in favour
of banks for securing bank loans/facilities
granted to associates of the Group

(d) Financial assistance provided to associates
of the Group as at 31 December
(excluding item (c) above)

Balance of loan to associates of the Group

Balance of guarantees executed in favour of
banks for securing bank loans/facilities
granted to an associate of the Group

There are no material changes to the terms
of the above transactions during the year.

(e) Key management compensation
Fees, salaries and other short-term

employee benefits
Post employment benefits

53,447

20,440

53,730

10,886

8,823
82

54,187

23,469

54,298

1,965

3,820
77
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For the year ended 31 December 2005

38 GROUP STRUCTURE — PRINCIPAL SUBSIDIARIES AND ASSOCIATES (continued)
(a) At 31 December 2005, the Company held interests in the following principal subsidiaries: (continued)

Place of Percentage holding
establishment/ Paid up/ in the voting shares
Name operation issued capital Direct Indirect Nature of business Notes
Shanghai Pu Dong The People’s Republic US$47,000,000 - 100 Hotel ownership and operation 2,4, 7
New Area Shangri-La Hotel of China
Co,, Ltd.
Shenyang Traders Hotel Ltd. The People’s Republic US$28,334,000 - 100 Hotel ownership and operation 6,7
of China
Changchun Shangri-La Hotel The People’s Republic RMB167,000,000 - 90 Hotel ownership and operation 57
Co,, Ltd. of China and real estate operation
Jilin Province Kerry Real Estate The People’s Republic RMB25,000,000 - 90 Real estate development and 5,7
Development Ltd of China operation
Qingdao Shangri-La Hotel The People’s Republic US$22,184,000 - 100 Hotel ownership and operation 6,7
Co,, Ltd. of China and real estate development
and operation
Dalian Shangri-La Hotel The People’s Republic US$51,666,670 - 100 Hotel ownership and operation 6,7
Co., Ltd. of China and real estate development
and operation
Xian Shangri-La Golden The People’s Republic US$ 12,000,000 - 100 Hotel ownership and operation 4,7
Flower Hotel Co., Ltd of China
Harbin Shangri-La Hotel The People's Republic US$20,767,000 - {00 Hotel ownership and operation 6,7

Co., Ltd.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

38 GROUP STRUCTURE - PRINCIPAL SUBSIDIARIES AND ASSOCIATES (continued)
(a) At 31 December 2005, the Company held interests in the following principal subsidiaries: (continued)

Place of Percentage holding
establishment/ Paid up/ in the voting shares
Name operation issued capital Direct Indirect Nature of business Notes
Shangri-La Hotel The People's Republic US$20,000,000 - 100 Hotel ownership and operation 3,6,7
(Shenzhen Futian) of China
Co,, Ltd.
Shangri-La Hotel (Ningbo) The People's Republic US$37,400,500 - 95 Hotel ownership and operation 3,6,7
Co., Ltd. of China
Shangri-La Hotel (Wenzhou) The People's Republic US$ 11,200,000 - 100 Hotel ownership and operation 3,6, 7
Co., Ltd. of China
Shangri-La Hotel (Xian) The People’s Republic US$12,501,753 - 100 Hotel ownership and operation 3,6,7
Co., Ltd. of China )
Shangri-La Hotel (Guilin) The People’s Republic US$4,250,500 - 100 Hotel ownership and operation 3,6, 7
Co,, Ltd. of China
Shangri-La Hotel (Baotou) The People’s Republic US$15,500,000 - 100 Hotel ownership and operation 3,6,7
Co., Ltd. of China
Shangri-La Hotel (Huhhot) The People’s Republic US$21,670,000 - 100 Hotel ownership and operation 3, 6, 7
Co., Ltd. of China
Shangri-La Hotel (Manzhouli) The People’s Republic US$2,000,000 - 100 Hotel ownership and operation 3, 6, 7

Co., Ltd.

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

38 GROUP STRUCTURE — PRINCIPAL SUBSIDIARIES AND ASSOCIATES (continued)
(a) At 31 December 2005, the Company held interests in the following principal subsidiaries: (continued)

Place of Percentage holding
establishment/ Paid up/ in the voting shares
Name operation issued capital Direct Indirect Nature of business Notes
Sentosa Beach Resort Pte Ltd Singapore Ordinary $$30,000,000 - 100 Hotel ownership and operation
Shangri-La Hotels Malaysia Ordinary RM440,000,000 - 52.78 Investment holding and hotel
(Malaysia) Berhad ownership and operation
Shangri-La Hote! (KL) Malaysia Ordinary RM 150,000,000 - 52.78 Hotel ownership and operation
Sdn Bhd
Golden Sands Beach Malaysia Ordinary RM6,000,000 - 52.78 Hotel ownership and operation
Resort Sdn Bhd
Komtar Hotel Sdn Bhd Malaysia Ordinary RM6,000,000 - 31.67 Hotel ownership and operation
Pantai Dalit Beach Resort Malaysia Ordinary RM 135,000,000 - 64.59 Hotel and golf club ownership
Sdn Bhd and operation
UBN Tower Sdn Bhd Malaysia Ordinary RM500,000 - 52.78 Property investment and
office management
UBN Holdings Sdn Bhd Malaysia Ordinary RM45,000,000 - 52.78 Investment holding and
property investment
Traders Yangon Company Myanmar Ordinary Kyat 21,600,000 - 59.16 Hotel ownership and operation
Limited

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31| December 2005

38 GROUP STRUCTURE — PRINCIPAL SUBSIDIARIES AND ASSOCIATES (continued)
(b) At 31 December 2005, the Group held interests in the following principal associates:

Percentage
holding in the
Place of registered
establishment/ capital by the
Name operation Group Nature of business Notes
China World Trade Center Ltd. The People’s Republic of China 50 Hotel ownership and operation and 2
property investment
Beijing Shangri-La Hotel Ltd. The People’s Republic of China 38 Hotel ownership and operation
Hangzhou Shangri-La Hotel Ltd. The People’s Republic of China 45 Hotel ownership and operation
Seacliff Limited The People’s Republic of China 30 Hotel ownership and operation and
property investment
Beijing Jia Ao Real Estate The People’s Republic of China 23.75 Real estate development and operation 2
Development Co., Ltd.
Beijing Kerry Centre Hotel Co., Ltd. The People’s Republic of China 2375 Hotel ownership and operation 2
Shanghai Xin Ci Hou Properties The People’s Republic of China 24.75 Real estate development and operation 2
Co,, Ltd.
Shanghai Ji Xiang Properties Co., Ltd. The People’s Republic of China 48.5 Real estate development and operation 2
Shanghai Jin Ci Hou Properties The People’s Republic of China 49 Real estate development and operation

Company Limited

SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

39 HOTEL PROPERTIES OF SUBSIDIARIES AND ASSOCIATES

(a) Details of hotel properties of the Company's subsidiaries are as follows:

Address Existing use Lease term Address Existing use Lease term
Kowloon Shangri-La, Hong Kong Hotel operation  Medium lease Traders Hotel, Shenyang Hotel operation Long lease
64 Mody Road, Tsimshatsui East, 68 Zhong Hua Road, He Ping District,
Kowloon, Shenyang | 10001,
Hong Kong The People’s Republic of China
| Istand Shangri-La, Hong Kong Hotel operation  Medium lease Shangri-La Hotel, Changchun Hotel operation  Medium lease
Pacific Place, 88 Queensway, Central, 569 Xian Road, Changchun 130061, and commercial
Hong Kong The People’s Republic of China and residential
rental
Shangri-La Hotel, Shenzhen Hotel operation  Medium lease
Shenzhen East Side, Railway Station, Shangri-La Hotel, Qingdao Hotel operation  Medium lease
Jianshe Road, Shenzhen 518001, o 9 Xiang Gang Zhong Lu, Qingdao 266071,
) The People’s Republic of China The People’s Republic of China
Shangri-La Hotel, Beihai Hotel operation  Medium lease Shangri-La Hotel, Dalian Hotel operation  Medium lease
33 Chating Road, Beihai, Guangxi 536007, 66 Renmin Road, Dalian 116001,
The People’s Republic of China The People’s Republic of China
Pudong Shangri-La, Shanghai Hotel operation  Medium lease Shangri-La Golden Flower Hotel, Xian Hotel operation ~ Medium lease
33 Fu Cheng Ly, 8 Chang Le Road West,
Pudong New Area, Xian 710032, Shaanxi,
Shanghai 200120, The People’s Republic of China

The People’s Republic of China

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005
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For the year ended 31 December 2005

39 HOTEL PROPERTIES OF SUBSIDIARIES AND ASSOCIATES (continued)

(a) Details of hotel properties of the Company's subsidiaries are as follows: (b) Details of hotel properties of the operating associates are as follows:

(continued)

Address

Existing use

Lease term

Shangri-La Hotel, Penang
Magazine Road,

10300 Penang,

Malaysia

Golden Sands Resort, Penang
Batu Feringgi Beach,

I'1100 Penang,

Malaysia

Shangri-La’s Rasa Ria Resort,
Dalit Bay Golf Club & Spa, Sabah
Pantai Dalit, 89208 Tuaran,
Sababh,
Malaysia

Traders Hotel, Yangon
223 Sule Pagoda Road,
Yangon,

Myanmar

Shangri-La Hotel, Bangkok

89 Soi Wat Suan Plu,

New Road, Bangrak, Bangkok 10500,
Thailand

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Hotel operation

Hotel operation

Hote! and golf
club operation

Hotel operation

Hotel operation,
residential and
office rental

Long lease

Freehold

Long lease

Medium lease

Freehold

Address

Existing use

Lease term

China World Hotel, Beijing

| Jian Guo Men Wai Avenue,
Beijing 100004,

The People's Republic of China

Traders Hotel, Beijing

I Jian Guo Men Wai Avenue,
Beijing 100004,

The People's Republic of China

The Kerry Centre Hotel, Beijing
I Guanghua Road,

Chaoyang District,

Beijing 100020

The People's Republic of China

Shangri-La Hotel, Beijing

29 Zizhuyuan Road,

Beijing 100089,

The People’s Republic of China

Shangri-La Hotel, Hangzhou

78 Beishan Road,

Hangzhou 310007,

The People’s Republic of China

Hotel operation

Hotel operation

Hotel operation

Hotel operation

Hotel operation

Medium lease

Medium lease

Medium lease

Medium lease

Medium lease
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For the year ended 31 December 2005

40 INVESTMENT PROPERTIES OF SUBSIDIARIES AND ASSOCIATES
(continued)
(b) Details of investment properties of the operating associates are as follows:

Address

Existing use

Lease term

China World Trade Center

| Jian Guo Men Wai Avenue,
Beijing 100004,

The People’s Republic of China

Shanghai Centre

1376 Nanjing Xi Lu,

Shanghai 200040,

The People's Republic of China

Beijing Kerry Centre

| Guanghua Road,

Chaoyang District,

Beijing 100020,

The People’s Republic of China

| SHANGRI-LA ASIA LIMITED ANNUAL REPORT 2005

Hotel operation
and office,
commercial,
residential and
exhibition hall
space rental

Hotel operation and
office, commercial,
residential and

exhibition hall

space rental

Hotel operation and
office, commercial
and residential
rental

Medium lease

Medium lease

Medium lease

Address

Existing use

Lease term

Shanghai Kerry Centre

No. 1515 Nanjing Road West,
Jingan District,

Shanghai 200040,

The People’s Republic of China

Tanglin Mall, Singapore
163 Tanglin Road,
Singapore 247933

Tanglin Place, Singapore
91 Tanglin Road,
Singapore 247918

Office, commercial
and residential
rental

Commercial rental

Office and
commercial
rental

Medium lease

Long lease

Freehold
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The financial summary of the Group for the last five years are as follows:

Restated Restated Restated Restated
2005 2004 2003 2002 2001
USs$’000 Us$’000 Uss$’000 US$’000 US$’000
Results
Profit/(loss) attributable to:
Equity holders 150,990 113518 7,198 34,568 (12,389)
Minority interests 16,541 9,005 4,767 6,675 5,445
Assets and liabilities
Total assets 4,263,067 3,720,141 3,504,622 3,395,546 3,351,371
Total liabilities 1,632,853 1,554,697 1,658,336 1,562,688 1,543,382
Total equity 2,630,214 2,165,444 1,846,286 1,832,858 1,807,989

The consolidated financial statements for the years ended 31 December 2004, 2003, 2002 and 200] have been restated as a result of the prior year adjustments in respect of
the adoption of the new/revised Hong Kong Financial Reporting Standard ("HKFRS") issued by the Hong Kong Institute of Certified Public Accountants effective for the
financial year commencing on or after | January 2005. Details of the effect of adoption the new/revised HKFRS are provided in note 2 to the consolidated financial

statements.
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