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CORPORATE INFORMATION

Board of Directors

Executive Directors

Mr KUOK Khoon Loong, Edward
(Chairman)

Mr LUl Man Shing (Deputy Chairman)

Mr KUOK Khoon Ean

Mr Giovanni ANGELINI

Mr NG Si Fong, Alan

Non-Executive Directors
Madam KUOK Oon Kwong
Mr HO Kian Guan
Mr LEE Yong Sun
Mr Roberto V. ONGPIN
Mr Alexander Reid HAMILTOMN*
Mr WONG Kai Man*
Mr Timathy David DATTELS*
Mr Michael Wing-Nin CHIU*
Mr HO Kian Hock
{Alternate to Mr HO Kian Guan)

* independent Non-Executive Directors

Remuneration Committee

Mr KUOK Khoon Loong, Edward
(Chairman)

Mr Alexander Reid HAMILTON

Mr WONG Kai Man

Audit Committee

Mr Alexander Reid HAMILTON
(Chairman)

Mr HO Kian Guan

Mr WONG Kai Man

Company Secretary
Ms TEO Ching Leun

Auditor
PricewaterhouseCoopers
Certified Public Accountants
22nd Floor

Frince's Building

Central

Hong Kong

Registered Address
Canon's Court

22 Victoria Street
Hamilton HM |2
Bermuda

Head Office and Principal
Place of Business

2 st Floor

CITIC Tower

No. | Tim Mei Avenue

Central

Hong Kong

Principal Share Registrar

Butterfield Fund Services {Bermuda)

Limited
Rosebank Centre
Il Bermudiana Road
Permbrcke
Bermuda

Branch Share Registrar
in Hong Kong

Tricor Abacus Limited

26th Floor, Tesbury Centre

28 Queen’s Road East

Wanchai

Hong Kong

Key Dates

Closure of Registers of Members

21 May 2008 to 23 May 2008,
both dates inclusive

Annual General Meeting
23 May 2008

Payment of 2007 Final Dividend®

4 June 2008

Stock Code

The Stock Exchange of Hong Kong

Limited
00069

#  Subject to sharehoiders’ approval of the final dividend at

the Annual General Meeting

Company’s website: hitp:/fwww shangri-la.com

Fingncial informatian: htip:/fwww,ir.shangrida.com

As at | Apnil 2008
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HOTEL AND PROJECT

B | Operating Hotels

2. Owned and managed by the Group (Total 42 hotels)

INFORMATION

Group's Effective Interest
as at 31 December 2007

Available Rooms

Hong Kong _Island Shangri-La o i L B - o . 80% 585
o . - Kowloon Shangri-La - B o 100% 700
_Beihai, Mainland China . ~___Shangri-La Hotel . _ ) o . . 362

Baijing, Maintand China _Shangri-La Hotel _ _ 38% _ 670

_China World Hotel - . 50% 716
Traders Hotel . L L ] _ . _ 50% _ 570
o Shangri-La's Kerry Cenire Hotel o 23.75% 487
_Baotou, Inner Mongofia, Mainland China_ Shangri-La Hotel _ . 100% _ 360

Changchun, Mainland China Shangri-ta Hotel 909 458
Chengdu, Mainland China Shangri-La Hotel ) o B0% i 594

Dalian, Mainland China o Shangri-La Hotel - _ 100% . 563

Fuzhou, Mairdand China ~ Shangri-La Hote o . 100% 414

Guangzhou, Mainland China i Shangri-La Hotel _ _ _ 80% 704

Hangzhou, Mainland China i Shangri-La Hotel . 45% 382

Harbin, Mainland China e Shangri-La Hotel o o 100% 342
_Hukhot, Inner Mongolia, Mainland China ) Shangri-La Hotel _ _ 160% 375
_Qingdao, Mainfand China Shangri-La Hotel 100% 501
_Shanghai, Mainland China Pudong Shangri-La . i o 100% 950
_Shenyarg, Maintand China Traders Hotel B 100% _ 588
_Shenzhen, Mainland China Shangri-La Hotel _ _ B 51.3% 522
_Wuhan, Mainland China Shangri-La Hotel - 92% 442

Xian, Mainland China Golden Flower Hotel . 100% 416

Shangri-La Hotel B 100% 397
_Zhongshan, Mainland China Shangri-La Hotel 51% 461
Cebu . Shangri-La's Mactan Resort & Spa o 100% _ 543
Manila _Edsa Shangri-La . . _ 100% 625
i} Makati Shangri-La 100% 6%9

Singapore Shangri-La Hotel 100% 750
Rasa Sentosa Resert 100% 459

o Traders Hotel _ } 40.75% 546
_Bangkok . Shangri-La Hotel 73.6t% 799

_Chiang Mai _ Shangri-La Hotel _ _ 7361% 81

Kota Kinabalu Shangri-La's Rasa Ria Resort, Sabah 64.59% 420
. _ Shangri-La's Tanjung Aru Resort & Spa s 0% 495
Kuala Lumpur ) o Shangri-La Hotel o B _ 52.78% 696

Penang _Traders Hotel o L 31.67% 443

Golden Sands Resort o ) 52.78% 395
o Shangri-La's Rasa Sayang Resort & Spa o ) o 52.78% 304

Jakarta . Shangri-La Hotel _ S o 25% 668
_Surabaya B Shangri-La Hotel _ o B § o% 389
_Fiji o Shangri-La's Fijian Resort & Spa.Yanuca o o T1e4% _ 436

Yangon Traders Hotel 59.16% 262

Total 21,749

4 | Hotet and Project Infarmation
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HOTEL AND PROJECT INFORMATION

M2

Properties Under Development

Approximate
Group's Effective Approximate Total Gross
Interest as at  Total Site Area Floor Area Projected No. of
a. Hotels owned and managed by the Group (Total 23 projects) 31 December 2007 (sqm} (sqm) Rooms Apartments
Qingdao, Mainland China Shangri-La Hotel (Valley Wing) 100%  Included in total 41,280 196 13
for office and
serviced
apartment tower
Shenzhen, Mainland China Futian Shangri-La 100% 11,458 79,247 548 53
Ningbo, Mainland China Shangri-La Hotel 95% 22516 77750 564 60
Wenzhou, Mainland China Shangri-La Hotel 75% 31,565 56.086 408 10
Guilin, Mainland China Shangri-La Hotel 100% 48,285 52,100 430
Manzhouli, Inner Mongalia, Mainland China  Shangri-La Hotel 100% 25,000 46.636 200 16
Beijing, Mainland China China World Hotel (part of Mega Tower) 40.07% NFA 68,776 275
Shanghai, Maintand China Shangri-La's Pudong Kerry Centre Hotel 23.2% N/A 101,398 574 140
{part of composite development of
Pudong Kerry Centre)
Harbin, Mainland China Shangri-La Hotel (Extension} 100% 4,092 22,701 164
Lhasa, Mairand China Shangri-La Hotel 100% 30333 48,533 300 40
Zhoushan, Mainland China Shangri-La Hotel 100% 28,541 35,893 280
Sanya, Mainland China Shangri-La Hotel 100% 179,111 70,999 535
Ordos City, Mainland China Shangri-La Hotel 100% 34371 46,796 280
Shanghai, Maintand China Jing An Shangri-La 49% NIA 62,353 328
Shangri-La's |ing An Kerry Centre Hotel 49% N/A 53.118 600
(part of compoesite development of
Jing An Kerry Centre)
Tianjin, Mainland China Shangri-La Hotel 20% N/A 80.841 700 30

6 | Hotel and Project Information

(part of composite development of
Tianjin Kerry Centre}
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HOTEL AND PROJECT INFORMATION

B 2 Properties Under Development
Approximate
Group's Effective Approximate Total Gross
Interest as at ~ Total Site Area Floor Area Projecied No. of
a. Hotels owned and managed by the Group (Total 23 projects) (continued) 3| December 2007 {sgm) (sqrm) Rooms Apartrnents
Hefei, Mainland China Shangri-La Hotel 100% 29,320 56,845 350
Qinhuangdao, Mainland China Shangri-La Hotet 100% 39860 48480 400
Ulaanbaatar, Mongolia Shangri-La Hotel 10C% 30,000 47752 220 30
The Phitippines Shangri-La’s Boracay Resort & Spa 1 00% 125421 45969 174 45
Maldives Shangri-La's Villingili Resort & Spa 70% 481360 44,200 142
Traders Hotel, Malé 100% 3121 22,400 100
Paris, France Shangni-La Hotel, Palais d'léna 100% 3953 18,375 191
New York, USA Shangri-La Hotel 259% 92% 31,401 196
Total 8,155 437
Approximate
Group's Effective Approximate Total Gross
Interest as at~ Total Site Area Floor Area Projected No. of
b. Hotels under operating lease and managed by the Group (Total 3 projects) 3| December 2007 (sgm} (sqrm) Rooms Apartments
Tokyo. Japan Shangri-La Hotel N/A N/A 22951 206
Vienna, Austria Shangri-La Hotel N/A N/A 15,760 202
Lenden, United Kingdom Shangri-La Hotel at London Bridge Tower N/A INJA 16932 175
Tortal 583

B

| Hotel and Project Information
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HOTEL AND PROJECT INFORMATION

B 2 Properties Under Development

Approximate
Group's Effective Approximate Total Gross
Interest as at Total Site Area Floor Area No.of
c. Investment properties owned by the Group (Total 6 projects) 31 December 2007 {sqm} (sqm} Apartments
Qingdao, Mainland China Office and serviced apartment tower 100% 13,099 130
Office 16,602
Commercial 4618
Service apartment 17479
Shanghai, Mainland China Pudong Kerry Centre* 23.2% 58949
Office 92,665
Commercial 37230
Entrance hall 4,000
Jing An Kerry Centre* 49% 45996
Office 79,100
Commercial 60,920
“Beijing, Mainland China China World Trade Center Phase Il (Mega Tower)* 40.07% 74,593
Office 168012
Commercial 60,781
“Tianjin, Mainfand China Tianjin Kerry Centre* 20% 86,164
Residential 180,000
Office 134,000
Commercial 115,000
"Ulaanbaatar, Mongolia -7 Office tower 60% 4,400 3459125
* Please refer to 2a for information of hotel portion TB_QOa
Rooms Projected
d. Hotels owned by third parties but managed by the Group (Total 19 projects) (Inclucing apartments) Opening
_Beijing, Mainland China Traders Upper East 419 Mid 2008
_Tainan, Taiwan Shangri-La's Far Fastern Plaza Hotel 336 Late 2008
Vancouver Shangri-La Hotel 118 Early 2009
Macau Shangri-La Hotel 579 Mid 2009
Traders Hotel o _ }.168 Mid 2009
Seychelles Shangri-La's Long Island Resort & Spa 88 Mid 2009
Doha _Shangri-La Hotel 314 Mid 2009
Traders Hotel 337 Mid 2009
_Chicago Shangri-La Hotel 222 Late 2009
Mumbai _ Shangri-La Hotel 400 Late 2009
Bangalore Palm Retreat Shangri-La 745 Late 2009
Shangri-La Hotel _ 415 2010
_ _Traders Hotel _ _ _ _ 256 2010
Phuket L Shangri-La's Phuket Resort & Spa_ 316 2010
Kuwait Shangri-La Hotel . o 270 _ 2010
_LasVegas Shangri-La Hotel 353 2010
Toronto _ Shangri-La Hotel B B _ _ 212
Miami  _ . ___ shangr-laHotel . — . 147
Ururngi, Mainland China Traders Hotel 540
Total 7,235

10 | Hotel and Project Information



11| wenewwop Baloug pue jP1oH

- ©)|0BUO|, YBIEBQUER|N 13115I] JEIBRqUANG J& g CCUOUY Y313 | DILUBPEDY 13jeg PuE Baad() JO YINOS  BOOTZ Pl Pa13(dUI0D HIOoM auNINsIadng
BUIYD) JO qnday s3)doag sy wifuel | 1o1isi) Suopai 'pecy Sullni pue peoy 1amn Jo uonounf |0z pul ssauBoud Ul sJom uoneEpUNoY
- BUIYD 4O Jqnday 5313034 34| 'bo0n0| Bullieg 'anuany Ieaa Ul onoy usll | 4007 91 ssauB0u Ul oM aunnassadng
BUIYD) JO Jgnday sapdoay 5y [ eysueyg 10LsIC] Ly Bull ‘peoy 1 Bulien G696 | % /£G| 'PeOY BUSUZ UBUELRRT | B REZI 1 10T ssauB0.d U1 yuom suoieredasd voepuncy
euiy) Jo anday sajdoay sy |
‘eydueys ‘Buopngd ‘aauaD) odxg [eUoTRULISIU| Man] lRUSUBLS SU) O 1Uade(py ‘PeoY UBIPBUR] &£01 ON 0107 Dl ssaugo.d Ul ydom Bugd
euyD jo agnday saidoayd syl ') 20597 orpBuidy ‘n Suoyz Bueny BuRix ¢ §OOT Pl pa12|dwod yuom aunpnastadng
ssauppy  Suuasdo uon3|dulo) 1o 93els

paalaiy



A
ﬂ. - WOubai_
Oogl\l Abu Dhabi
= Moseat

-

s

S~

ychelles

12 | Hotel and Project Information

B Lilaanbaatar

& Manzhouki
\ﬂ.

Hubhhot W & Harbin
B Urumgi

W Changehun
Baotou B Qinfwangdao

< Shenyang B
. Beijing MM u
m Ordos City mTanin  imDsfan

p (.

Qingdao ll ’

~

Xian |

£,

.
-~

" W Changzhou
Hefer :

Ea

Suzhou 8@ M Shanghai : //

B Zhoushan B
Wehan B | Hangzhou

Chengdu o Qm:mvo

Lhasa @

& New Delhi m \Werzhou

CL e W Guitin Fuzhoum B Taipei
/ Guangzhou B A

~ ¢
Zhongshan B llw_um:m:ma /ﬂ.._wm:m:
Bethay I.// ~m WHong Kong
: Macau
v - : !
8 Mumbai d \ m m

o 4
-t 8 Chiangmat ave ﬂ ,

= Maldives

-

Putrajaya

...ﬁ e S~ s
W ¥ Singapore \ =~ f)
s, - e LS.

f\ y \ LA L <. o ./
g . .

. ¢ .
T~ N . -
%
(W jakarta -\ .
. » 8 Surabaya
M = <
e e . L o-tl -
-~ ! ﬁr\\ .,.fJ...pn\JlfJ
; -
r )
!

Tokye ®



gueuay 'edg % 1iosay Buedeg psey se-LBueyg

Aaupds m

swED N

_1F. m.‘ N AN
. /,//.f _
N\

BUUSIA B r

suedm 0 DY

b -~

| uopuorm

- / ’
i
AN
{ ™~ .
_F st -/ 7 - ™~
: ~- Noes
PmuEg %J
‘ WO MBN SESIA ST M /
i . modenyd )
8 OLaI0| /
- JIANCIUEA I
\- \h -
L

' L.
~ »

N



-

J
3uoy| BUOH "B-IBURYS DUE|S
SF 7.
- -

Ay

N T
P A

’(p"?fa\
' 4 3 5, o
N/ LN

SN W
=~ : ' \.{'.uam ) -

Wk —

i

e, N

v .
T hids i |

o
&
o7

oo
3]

-----



Sl | By feueuy

£007 PDOT SO00T 9007 (0O7

|||l.=
£€0 0
N BB z
B B v
gb N
b9

9

6L g

01

Tl
9471

kl
sWa3 §N

ateyg Jad sBuiudeg

¥00T SD0T 9007 L0OL

66 00l

uow $50
eauy |ediydesBoany Aq
SDIBIDOSSY JO 0L JO dIBYS

£€00T #00Z S00T 9007 2007

| _
092 _

SL6T

000°%
005t
_Selb goov

005t

uoTEKY 3501

Anb3 jracp

Py |
¥ usdaeyy ‘wodddas N

iy Ao B
wawslrw oy £

duay uoyy £33
ey purryy £
sauiddinyg ey) S

SN AnoRdo-utu S0 PUD TimpOo8 aai0Bu 0 LN JWHNISA
JOUUOUY ATDAURD PUG B 2] Dy NS0 Bououy U0 Sassoysol
FHLARGAKT ALEINA L0 SHSOpEAOS MEDn A0 Tauadce undad axyag .

00T POOT

5007 900

00T

T
14

ort
= 0s7
LoT 00t

voniw 350
ealy [eaiydelBoan) Aq 51500
3durul4 a40429 1yodd Bunesady

G80 060 b0l %ST 91| 1 (sdejlop 5 U 3.eys Jad (Ainba p10y) s1asse Ja
00b | 006! 0007 %L1 00T oozt N (53093 M ) ueys Jad SpUBPIAIC]
€60 g P19 %09 16l e ) ) (333 5 1) 2.eys Jad sBuie3
wls %70 %0€E ss0s %01t %50t o o one. Anba fe1o1 01 sBumalioq 13N
g1 T 09t %y 5167 ey - - Aunba 0]
v 85 N e Y] 001 o -  spuspwg
r bl RITR %69 ot RTY: T Auedwon) a4 Jo suapiY AInba SU) 01 JGEINGUTE o]
s 7N b8 %7z £00'| eIt ) saes
B - T N T o Q3LvaNosSNOD
UoI|[ $SN Lol $SM uollii $SM sBuey> % UoHlil $5N uolI $SN
£007 00z 00T 9002/£00T 9002 L00T

SLHOI'THODIH "TVIONVNIA



HOTEL OPERATING STATISTICS

Key performance indicators of hotels owned by subsidiaries and associates on an unconsolidated basis are:

2007 2006
Transient Transient
Country Occupancy Room Rate RevPAR Occupancy Rcom Rate RevPAR
(%) (US$) (US$) (%) (US$) (US$)
The People's Republic of China
Hong Kong 77 _ 280 21 8l 273 216
Mainland China B 67 140 92 70 126 g7
Singapore . 83 186 152 8l 154 123
The Philippines B 81 147 117 77 125 102
Malaysia 3 o o 72 110 o v 74 88 65
Thailand 74 153 108 76 F31 97
Fjp o - 69 _ 135 _ 92 71 155 108
Indonesia 62 114 62 55 109 54
Myanmar o i 50 40 21 ) 52 - 35 18
Total Group Average 71 152 105 73 [ 35 %6

MNotes:

(i The RevPAR of hotels under renovation has been computed by excluding the number of rcoms under rencvation. The 2007 RevPAR for the Hong Kong hotels includes numbers for the Movotet Century Harbourview, Hong Keng

("Novotel") which was only acquired in September 2006.

(i)  Performance indicators for 2006 and 2007 for hotels in Hong Kong and Malaysia include the Novotel and Shangri-La's Rasa Sayang Resort & Spa, Penang ("RSR”), respectively. The Group acquired a 30% equity interest in the

Novotel in September 2006. RSR, a resort that was closed down since | Decernber 2004 for redevelopment, re-opened for business in September 2006. The performance of the Shangri-La Hotel, Surabaya has not been included in

these indicators.

(iily  Performance indicators for the hotels in Fiji from 2003 to 2005 have included Fiji Mocambo, Nadi which had been disposed by the Group in December 2005,

16 | Hotel Operating Statistics
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OWNERSHIP STRUCTURE

mrm:m_,_-_.m Asia Limited

_uﬁo_umﬂﬁ_mm C:am_.
Ovmaﬂ_:m Hotels P.ovm_,ﬂ_mw Development

As at 31 December 2007

[ Land Held for | -
Future Um<m_ov3m:n Hotel Management

T00% SUM international Limted

4007% Cruna World Trade Mainland China

Hong Kong - - -
T 50%  Cenmer. Beipng 100% Shangri-La Hotel. Qingdao
80% tsland Shangri-La 100% Edsa Shangn-La, Manila (Valley Wing) rne
— 50%  Century Towers. Besing, Ofice and serviced apariment
100% Kowloon Shangn-La 100% Shangri-La's Mactan tower, Cingdac
— — Resit { & Spa. Cebu 30% Shangha: Certre, Shanghal
30% Novotel Century Harbourdew »: 100% Futian Shangn-La, Shenzhen
100% Shangr-La Residences, Dahan 100% Shangri-La Hotel, Manzhoul, Inner
Mainland China — - Mongola
52.78% Shangni-La's Rasa Sayang Resort & 2375% Being Kerry Centre. Beigng, 95% ShangrrLa Hotel Ningbo
38% Shangn-La Hotel Beying Spa Penang
2475% Shanghas Kerry Centre, Shanghar 75% Shangn-La Hotel Wenzhou
SI% Chuna Works Hotel, Beipng 52.70% Shangri-La Hotel, Kuala Lumpur % Tro e L 100% m?k..ﬂ.f_b..:uannnlﬂd
ne ﬂ_gzﬂ.‘-—..gf T
100% Shangr-La Hotel Zhoushan
50% Traders Hotel, Be 31.67% Traders Hotel, Penang Cerrtre, Chengay
otel Bene R 4007% ClvnaWorld Frade Center
30% Portman Raz-Carlton Hotel, Shangha 52.78% Golden Sands Resort, Penang {Mega Tower}. Beijpng
- s uox Tianjin Kerry Centre, Tianjin
45% Shangri-La Hotel, Hangzhou 64.59% Mﬂﬂ%ﬂ nmn Ria Resort, 100% Shangri-La Apartments " 13.0% Pudong Karry Centre, Shangha
51.30% Shangr-La Hotel, Shenzhen 100%  ShangrvLa Resdences 49% ing An Kerry Centre, Shanghai
o 40% Shangri-Las Targung Aru Resort 8 Spa, WISk g 100% Shangri-La Hotel Hefe
100% Gotden Power Hotel, Xian Ko Kinabalu i
. 100% Shangn-La Hotel, Harban {Extension)
o Sttt o I o e 0% Svent e oGy
I La Hoty
90% Shangr+-La Hotel, Changchun 59.16% Traders HotelYangon ; e e Y _ 100% Shagrlabotel Sann
e — 100% m_ﬁ:w:_LIQ.ﬂpOn&cw:mn_mo
100% Traders Hotel, Shenyang lﬂu m=. EE oo 5278% UBN Tower, Kuala Lumpur _Sm. 95% La Hotel, Lhasz
100% Shangri-La Hotel, Qingdao 100% Shangn-La Hotel 5278% UBN Apartments, Kuala Lumpur
100% Shangri-La Hotel, Dalian 100% Rasa Sentosa Resort _ 6% O;nn tower, Liaanbaatae o )
s _§ wr_sn._ -La Hotel. Ulsanbaatar
100% Pudong m:m:n_f_b.w:u:n:e 4075% Traders Hotel 7361% Chao Phya Tower, Bangkok

100% Shanpn-ta Hatel, Harpn

97% ShangrrLa Hotel Wuhan 7361% Shangr-La Hoted, Bangkok

51% Shangri-La Hotel Zhorgshan 7i61% m..gm_.rrn Heted, Qs_.ﬁ—._r_
100% Shangri-La Hotel, Fuzhou

2375% Shangri-La's Kerry Centre Hotel,

Beijing 25% Shany m_, La Hotel Jakara

Jn:.mj H Surabay
BO%. Shangri-La Hotel, Guangzhou _QM S L2 Hotel v

B0% Shangri-ta Hotel, Chenpdy

T1.64% giuwﬁ:gwf

100% ShangnvLa Hotel Baotou. lnner
, Yanxca
Hongolia
100% Snangr-La Hotel Huhhot Inner CE———
6‘%5 i} aE
100% mgﬁxuixs Shangr.La Hote at London Srdge

— _— Tower, London
(Under operatng lease)

18 | Gwnership Structure

Cook hlandts.
Maintand China - - . -
—_— 100% Shangn-La International

100% Fuzhau Hotel Management Limaed
e Hong Keng

& 10609 Shangri-La Hatel Management
71 64% Natadok Land (Sharghai} Co. Ltd

The: Pecple’s Republic of China
_ ggnﬁﬁw{ _ 100% Shangr-La Imernavonat Hotel
5278% Paim Beach Land Management Pre Ltd
R - - . - _ Sangapore
100% SLIM (LSA] Inc.
Usa

Notes:

. Renarne 1o Hotel Jen on | March 2008,

2 Groups' effective nterest changed from 60% ta 51% wath effect from 18 January 2008.
3, Shangri-La Hotel, Qingdac (Valley Wing) soft opened for business on 12 March 2008,
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DIRECTORS AND SENIOR MANAGEMENT

Mr Giovanni ANGELINI, aged 62, was appointed as an
Executive Director of the Company in June 1999, I-le 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. He
is an experienced hotel/hospitality industry operator and
during his past 43 years in the industry, he has managed
quality hotels in Hong Kong, Singapore, Korea, Mexice,
Bermuda and in his native country, italy.

Mr NG Si Fong, Alan, aged 54, 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
10 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
thirty 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 29 years of experience in design, construction and
project management of various types of building and civil
engineering projects.

Non-Executive Directors

Madam KUOK Oon Kwong, aged 61, was appointed as

a Non-Executive Director of the Company in November
[999. She is an Advocate & Solicitor {Barrister-at-Law) from
Gray’s Inn, Londen. In 1986, she was appointed Company
Secretary of Shangri-La Hotel Limited, Singapore ("SHL")
and held such position until July 1988.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 SGX-5T) in 1986, Madam KUOK is also a Director
of a number of companies within the Shangri-La Asia Group
inchuding Shangri-La Hotel Public Company Limited, Thailand
{a company listed on the Thai-SE) and Shangri-La Hotels
(Malaysia) Berhad, Malaysia {a company listed on the Bursa
Malaysia Securities Berhad ("BMSB") in 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, a Director of the Company, and the
cousin of Mr KUQOK Khoon Ean, a Director of the Company,
and Ms TEG Ching Leun, the Company Secretary of the

Company.
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DIRECTORS AND SENIOR MANAGEMENT

Mr Alexander Reid HAMILTON, aged 66, was appointed as
an Independent Non-Executive Director of the Company
in Novermber 2001, He was previously an Independent
Non-Executive Director of Imagi International Holdings
Limited, COSCO International Holdings Limited, Man Sang
tnternational Limited and COSCO Pacific Limited, all listed
on the HKSE. He is a Director of a number of companies
including CITIC Pacific Limited, China COSCO Holdings
Company Limited and Esprit Foldings Limited, all listed on
the HKSE, a Director of |F China Region Fund, Inc. (a USA
registered closed end fund quoted on the New York Stock
Exchange) and was appointed as an Independent Non-
Executive Director of China Central Properties Limited (a
company listed on the AIM of London Stock Exchange) in
April 2007. 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.

Mr WONG Kai Man, 835, jr aged 57, was appointed as an
Independent Non-Executive Director of the Company in July
2006. He is an accountant with 32 years of audit, initial public
offer and computer audit experience. He was a member

of the Growth Enterprise Market Listing Committee of the
HKSE from 1999 to 2003. He retired as an audit partner
from PricewaterhouseCoopers, Hong Kong on 30 June 2005
and is currently the Director of two charity foundations:
Victor and William Fung Foundation Limited and Li & Fung
(1906) Foundation Limited. He is an Independent Non-
Executive Director of SUNeVision Holdings Ltd., a company

listed on the Growth Enterprise Market of the HKSE, He

is also an Independent Non-Executive Director of SCMP
Group Limited and China Censtruction Bank Corporation,
both companies listed on the Main Board of the HKSE. In
addition, he serves in a number of government committees
and the board of certain non-government organisations. Mr
WONG is a fellow of the Association of Chartered Certified
Accountants, United Kingdom and a fellow of the Hong Kong
Institute of Certified Public Accountants. He obtained his
Bachelor of Science degree in Physics from the University of
Hong Kong and Master of Business Administration degree
from the Chinese University of Hong Kong,

Mr Timothy David DATTELS, aged 50, was appointed as

an Independent Non-Executive Director of the Company

in February 2004. Mr DATTELS is currently a Partner for
TPG Capital, L.P, based in San Francisco with a focus on
Asian investing. He serves as a Director of Parkway Holdings
Limited, a company listed on the SGX-5T, and Sing Tao
News Corporatien Limited, a Hong Kong based media
company listed en the HKSE. He was previously a Director
of Shenzhen Development Bank Co., Ltd. {a company listed
on the Shenzhen Stock Exchange) and resigned from the
post in June 2006. He is a trustee of the Asian Art Museum
of San Francisco and also serves on the Dean's Advisory
Board of the Rotman School of Business at the University of
Toronto as well as a member of the Asia Pacific Council of
The Nature Conservatory. He has held various management

positions at Goldman Sachs and was elected Partner in 1996.

He was Head of Investment Banking for all Asian countries
outside of Japan from 1996 to 2000 where he advised
several of Asia's leading entrepreneurs and governments.
He holds a BA (Honors) from The University of Western
Ontaric and an MBA from Harvard Business School.
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DIRECTORS AND SENIOR MANAGEMENT

Senior Management

Chief Financial Officer

Mr Madhu RAQ, aged 56, joined Shangri-La International
Hotel Management Limited in May 1988 as group financial
controller. He was appointed chief financial efficer of

the Company in 1997. He is a Director of a number of
companies within the Shangri-La Asia Group including
Shangri-La Hotel Pub'ic Company Limited, Thailand. He was
previously with a leading chartered accountancy practice in
Mumbai, India for 17 years, including |2 years as pariner. Mr
RAQ is a graduate of the University of Mumbai and a fellow
member of the Institute of Chartered Accountants of India,
He ptaced among the top 10 students India-wide at the
intermediate and final chartered accountancy examinations in
1972 and 1974

Chief Operating Officer

Mr Symon BRIDLE, aged 49, was Vice President prior t0
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 1920, Mr BRIDLE worked with luxury
hotel groups in South Adrica, including Southern Sun at

the |ohannesburg Sun & Towers and Westin Hotels at the
Carlton Hotel, Johannesburg.

Company Secretary

Ms TEO Ching Leun, aged 47, was appointed as the
Company Secretary of the Company in March 2008. Ms
TEO holds an LLB. (Honours) Degree from the National
University of Singapore and an LL.M. Degree in Laws from
the University of London. She is a Solicitor qualified in Hong
Kong and has been admitted as a Solicitor of the Supreme
Court of England and Wales and as an Advocate & Solicitor
of the Supreme Court of Singapore. Ms TEO is the cousin
of three Directors of the Company, Mr KUOK Khoon Ean,
Mr KUOK Khoon Loong, Edward and Madam KUCK Qon

Kwong,
o




Shangri-La Hotel, Xian




CHAIRMAN'S STATEMENT

On behalf of the Board, | present the fifteenth Annual Report of Shangri-La
Asia Limited.

The year ended on a satisfactory note for the Group in terms of its financial
performance. The Group's hotels and investment properties have experienced
year-on-year increases in yields for three years in a row since 2004. Supported
by this trend, the consclidated profit attributable to equity holders for the year
ended 31 December 2007 was US$340.9 million (earnings per share US12.76
cents) compared to U5%202.2 million (earnings per share US57.97 cents) for
the year 2006. Profits were also enhanced by net credit from non-operating
items in 2007 of US$142.6 million compared to US$52.2 million in 2006,

The Board recommends a dividend of HKI2 cents per share. With the interim
dividend of HKI5 cents per share paid in 2007, the total dividend for 2007 is
HK27 cents per share.

The Group has an aggressive programme for the development and operation
of new hotels both owned and managed far third parties. As at 3|1 December
2007, the Group's portfolio comprised 57 hotels {27,175 rooms) owned and/
or managed by the Group. lts development plans will 'see this number exceed
10G hotels (43,000 rooms) by 2012, requiring the deployment of considerable
financial and managerial resources 1o this task. In this connection, the Group
successfully completed a rights 1ssue on 12 September 2007 through which

it raised net proceeds of US$663 million. It had available lines of credit from
banks of US%1,363.4 million on 31 December 2007 which, when supplemented
by operating fund flows from its growing portfoiio of owned hotels, should be
adeqguate to fund its obfigations on its development programmes. The Group
is aggressively increasing the range and depth of its training programmes to
nurture and promote talents from within to service its growth plans. The
Group is firmly committed to maintaining its dominance in the luxury hotel
segment in Asia and is establishing a presence in key high profile, gateway
locations around the world which are of strategic business interest.

While most Asian economies have experienced unprecedented rates of GDP

26 | Chairman's Statement

growth these past few years and the strengthening of their local currencies
relative to the US dollar, the crisis that has manifested itself these past few
months in the financial markets in North America and to some extent Europe,
is creating increasing uncertainty about its effects on the health of the global
and regional economies. Thus far the Group's hotels have not experienced any
slow down in their businesses from these important source markets. Further,
the staging of the Olympics in Beijing in August 2008 will clearly positively
impact the perfermance of the Group's hotels in Mainfand China as travel
volumes (both overseas arrivals and domestic travelers) continue to surge

in the run-up to this major event. In general, the Group remains cautiously
optimistic about its financial performance for 2008.

On behalf of the Board, | would like to thank the management and staff of the
Group for their dedication and hard work.

SRR

KUOK Khoon Loong, Edward
Chairman

Hong Kong, | April 2008
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MANAGEMENT DISCUSSION AND ANALYSIS

Key performance indicators of the Group on an unconsolidated basis are:

Geographical analysis

28 | Management Discussion and Analysis

2007 2006
Weighted Average Weighted Average ﬁ
Transient Transient |
Country Occupancy Room Rate RevPAR Occupancy Room Rate RevPAR 7
(%) (US$) (US$) (%) (US$) (US$) 7
The People’s Republic of China
Hong Kong 77 280 211 81 273 216
Mainland China {overall) 67 140 92 70 126 87
Singapore 83 186 152 8l 154 123 7
The Philippines 8l 147 7 77 125 +02 ,
Malaysia 72 110 77 74 88 65 A
Thailand 74 153 108 76 131 97
Fij: 69 135 92 71 [55 108
Indonesia 62 114 62 55 109 54
Myanmar 50 40 21 52 35 18
Group 71 152 105 73 [35 36
Motes:
(i The RevPAR of hotels under rencvation has been computed by excluding the number of roems under renovation. The 2007 RevPAR for the Hong Kong hotels includes numbers for the Novotel which was only acquired
in September 2006.
(i) Performance indicators for 2006 and 2007 for hotels in Hong Kong and Malaysia include the Novotel and Shangri-La’s Rasa Sayang Resort & Spa, Penang ("RSR™), respectively. The Group acquired a 30% equity interest in
the Novotel in September 2006, RSR, a resort that was closed down since | December 2004 for redevelopment, re-opened for business in September 2006. The performance of the Shangri-La Hotel, Surabaya has not
been included in these indicators.
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MANAGEMENT DISCUSSION AND ANALYSIS

In 2007, SLIM signed five new hotel management agreements for hotel (b) Consolidated Profits

projects owned by third parties: Profits were favourably affected by a partial reversal of provision for
deferred tax liabilities due to the recent reduction in the corporate

—  419-room Traders Upper East Hotel, Beijing (opening in mid 2008) income tax rate from 33% to 25% in Mainland China which took effect
from | January 2008.The amount in respect of subsidiaries was US$10.0

—  257-room Traders Hotel, Doha (opening in mid 2009) miltion, both befare and after adjustment for minority interests, and in

respect of associates the Group’s effective share was LUS$30.2 million.

400-room Shangri-l.a Hotel, Mumbai (opening end 2009)
For subsidiaries, depreciation charges (after minority interests) were

higher at US$119.1 million compared to USH101.8 million in 2006.

270G-room Shangri-La Hotel, Kuwait {opening end 2010)

— 212-room Shangri-La Hotel, Toronto. Canada (opening in mid 201 1) Total pre-opening expenses and amortisation of land use rights of
- o - ' subsidiaries (after minority interests) and including share of associates
With these, SLIM has management agreements on hand for 32 hotels of these expenses increased by US$17.4 million and US$1.8 million

(including those under development) owned by third parties. respectively, over 2006.

Property Rentals
The Group's investment properties are located principally in Shanghai
and Beijing and are owned by associates.

Most of the properties recorded favourable increase in yields, save

for the yields of the serviced apartments in the Beijing Kerry Centre
and Shanghai Kerry Centre and the office space in Changchun which
recorded a decline by 2%, 24% and 8%, respectively. The commercial
space in Singapore underwent renovation in 2007 resuiting in a decline
in yield by 9%.

On 21 August 2007, the office tower adjacent to the Shangni-La Hotel,
Chengdu soft-opened for business.

30 | Management Discussion and Analysis
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MANAGEMENT DISCUSSION AND ANALYSIS

MNotes:

I. Interest expenses of operating units’ bank borrowings and deferred tax provision are included in
operating results.

2. All balances stated are net of share of minority interests.

3 Profit of the hotel management group is stated before elimination of revenue earned from fellow
subsidiaries and operating results of the subsidiaries are stated before elimination of management fees

charged by the hotel management group.

NM: Not Meaningful

2. CORPORATE DEBT AND FINANCIAL
CONDITIONS

Two corporate bank loans totaling HK$800 million were repaid in 2007
while the availability periods of three corporate bank loans totaling

HK% 1,860 million and US$100 miliion were extended, providing additional
lines of credit, At the subsidiaries level, subsidiaries in Mainland China
contracted new five-year term bank loans totaling US$96.66 million. a seven-
year term loan and a one-year short term loan of Renminbi 30 million and
Renminbi 70 million, respectively. Other subsidiaries contracted bank loans
aggregating to equivalent US$201.4 million.

On 12 September 2007, the Group completed a rights issue of ordinary
shares resulting in 287,686,945 new shares being issued at HK$18 per share.
Gross proceeds on the issue were approximately HK$5,178 million with
issued expenses amounting to approximately HK$42 million. A substantial
part of the net proceeds of HK$5,069 millicn {equivalent to US$654.1
miilion} were immediately applied to repay corporate bank borrowings.

The net borrowings (total of bank loans. overdrafts, convertible bonds less

cash and cash equivalents) to total equity ratio improved from 41.0% as at
31 December 2006 to 20.5% as at 31 December 2007,

32 | Management Discussion and Analysis

The Group has satisfactorily complied with all covenants under its borrowing

agreements.

The analysis of borrowings outstanding as at 31 December 2007 is as

follows:
Maturities of Borrowings
Contracted as at 31 December 2007
Repayment
Within Inthe Inthe 3rd to
(US$ Million) | year Ind year Sthyear  After 5 years Total
Borrowings
Corporate bank loans 387 - 6925 7312
Project bank loans
and overdrats 532 181 4274 [6.0 5147
Total 91.9 18.] I,119.9 16,0 1,245.9
Undrawn but
committed facilities
Bank loans and
overdrafts {70.0 2.3 [,163.1 28.0 13634

Except for the bank leans of a non-wholly owned subsidiary of Renminbi
197 million and HK$200 million (approximately eguivalent to total US$52.8

million) which are secured by the rights and benefits of the insurance

policies on the hotel property owned by that subsidiary, all other loans are

unsecured.
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MANAGEMENT DISCUSSION AND ANALYSIS

3. TREASURY POLICIES Also, to the extent legally permitted, the Group's subsidiaries in Mainland
Treasury policies aimed at minimising interest and currency risk have been China contracted for new bank foans in US dollars in 2007, though this
consistently followed by the Group: is no longer possible going forward under the changed policy.

(a) Minimise Interest Risk The Group has not felt it appropriate to substantially hedge against
Intragroup financing between subsidiaries in Mainland China by way of currency risks through forward exchange contracts upon consideration
entrusted loan agreements through local banks increased from Renminbi of the currency risks involved and the cost of obtaining such cover.

121 million as at 3|1 December 2006 to Renminbi 21t million as at 3!

December 2007 with an estimated nct cost of 0.41% per annum which 4. INVESTMENT PROPERTIES VALUATIONS

is substantially lower than the interest spread between the Renminbi Investment properties continue to be stated at fair value. All changes in the

deposit rate and borrowing rate. fair value of investment properties from one balance sheet date to the next
will be reported in the income statement. Investment properties are stated

The Group has also endeavoured to hedge its medium term interest at professional valuations carried out by the following independent firms of

rate risk by entering into HIBOR and LIBOR interest-rate swap contracts professional valuers as at 31 December 2007:

at a reasonable price. In January 2007, the Group contracted a new

seven-year HIBOR interest-rate swap contract for a principal amount of CB Richard Elfis Limited, For properties in Mainland China

HK$300 million. As at 31 December 2007, the Group had outstanding DTZ Debenham Tie Leung Limited

contracts for total value of HK$4,760 mitlion (at fixed interest rates and Chesterton Petty Limited

ranging between 4.28% and 4.63% per annum) and US$100 million (at

a fixed interest rate of 4.70% per annum). The interest cover continues Colliers International . For properties in Singapore

through January 20t4. Including contracts on hand and the Renminbi Consultancy & Valuation

bank loans, the Group has fixed its interest liability on 61% of its loans (Singapore) Pte Ltd

outstanding. and DTZ Debenham Tie Leung

{SEA) Pte Limited
(b} Minimise Currency Risk
There is a natural economic hedge to the extent that all the Group's W.M. Malik & Kamaruzaman For properties in Malaysia

business units in Hong Kong, Mainland China, Singapore and Malaysia

derive their revenues {and most of the expenses associated therewith)

in local currencies. Given the continued strengthening of the Philippines

Peso, the Group's hotels have gradually commenced quoting room tariffs

in the local currency effective January 2008. It is the Group's endeavour,

wherever and to the extent possible, to quote tariffs in the stronger

currency and maintain bank balances in that currency, if legally permitted.

34 | Management Discussion and Analysis
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MANAGEMENT DISCUSSION AND ANALYSIS

Group's Hotel Serviced Projected
Interest Rooms  Apartments Opening

Hotels in other countries
Shangri-La's Boracay

Resort & Spa,

The Philippines 100% 174 45 Late 2008
Shangri-La's Villingili Rescrt

& Spa, Maldives 70% 142 - Late 2008
Shangri-La Hotel, Tokyo,

Japan Operating lease 206 - Early 2009
Shangri-La Hotel,

Palais d'léna, Paris, France [00% 191 - Mid 2009
Shangri-La Hotel at London

Bridge Tower, London,

United Kingdom Operating lease 175 - 2012
Gther projects
Office Tower, Ulaanbaatar,

Republic of Mongolia 51%* N/A INFA Mid 2008
Office and serviced

apartment Tower, Qingdao 100% N/A 130 Mid 2008
Composite development

(with | hatel}, Pudong,

Shanghai 23.20% 574 140 2010
Composite development

{with | hotel), Tianjin 20% 700 30 2011
Composite development

{with 2 hotels), Jingan,

Shanghai 45% 928 - 2011

- Group's effective interest changed from 60% to 51% with effect from |8 January 2008,

36 | Management Discussion and Analysis

The following development work was initiated by the Group in 2007:

In May, the Group entered into development and operating agreements
to construct a 196-room luxury Shangri-La Hotel, New York in the Park
Avenue corridor of Midtown Manhattan and will operate the property
under a long-term hotel management agreement. In addition, |7 ultra
high-end residential condominiums ranging from 1,500 to 3,000 square
feet will occupy the top floors of the tower. The Group has 25.9%
interest in the entire project. The development is scheduled to open in
late 2C10.

In May. the Group entered into a long-term operating lease agreement
for the 202-room deluxe Shangri-La Hotel, Vienna, opening early 2010.
The hotel will be located in the former Erste Bank headquarters on the
Schubertring in the city's |st district, Bezirk, within walking distance of
upscale shopping, fine dining and other local attractions. Project planning
15 ON-going.

In June, the Group entered into a shareholders’ agreement with MCS
Holding LLC, a focal company which currently holds 49% interest in

the Group's office tower project in Ulaanbaatar, for the establishment
of a project company in which the Group will ultimately have a 75%
interest. The project company will invest in a 220-room Shangri-La hotel
development in Ulaanbaatar to be completed by end 2010,
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MANAGEMENT DISCUSSION AND ANALYSIS

7.

OTHER ACQUISITION

In July 2007, the Group entered into joint venture agreements with two
connected persons and one independent third party to establish two joint
venture companies to own and operate two aircrafts. The Group has a

25% interest in each of the joint venture companies. The Group's share of
the maximum funding commitment was US$10,050,000. Following the re-
assessment of the requirements for the use of the aircrafts, the joint venture
parties decided to replace the two aircrafts by a single aircraft with a larger
capacity and longer range. The Group's share of the maximum funding
commitment under the amended and reiterated joint venture agreement
was temporarily increased to US$23,050,000 with reference to the aggregate
commitment of the three aircrafts and firally reduced to US%13,000,000
after the disposal. The Group shared a nominal gain on the disposal in late
2007.

DISPOSALS

The following interests were disposed by the Group in 2007:

— In March, the Group transferred a 25% interest in the holding company
which owns the project company for the development of the Shangri-La
Hotel, Wenzhou and proportionate shareholder's loans to a strategic
investor, at a consideration of US$5.4 million. The Group recorded a
nominal gain on this transaction. The Group currently holds 75% interest
in this project.

— In June, the Group completed the share transfer agreement for the
transfer of 80% interest and proportionate shareholder's loan in the
project company in Tianjin, Mainland China to two connected persons at
a total consideration of approximately US$74.3 million and recorded a
net gain of US$6.1 million. The Group currently holds a 20% interest in
this high-end composite development project.

38 | Management Dyscussion and Anatysis

-~ Also in June, the Group entered into agreements for the transfer

of 20% equity interest and proportionate shareholder’s loans in the
project company which owns the Shangri-La Hotel, Guangzhou to
three connected persons. The total consideration for the transfer was
approximately U5%$20,840,000 and the Group recorded a net gain of
US$3.0 million. The Group currently holds 80% interest in this project.

9. MANAGEMENT CONTRACTS

As at the date of this report, the Group has |3 management agreements
in respect of operating hotels owned by third parties and the Group has
agreements on hand for development of |9 new hotels {7,235 rooms).
The development projects are located in Doha (Qatar), Vancouver, Toronto,
Chicago, Las Vegas, Miamt, Kuwait, Seychelles, Phuket, Bangalore, Mumbai,
Tainan (Taiwan), Macau, Beijing and Urumgi.

L
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MANAGEMENT DISCUSSION AND ANALYSIS

Community Investment
The communities in locations where the Group operates are very important,

not in the least because properties employ many staff fram the local area.
The Group trains and develops local staff so that they can move intc more
senior positions.

Health and Safety

The safety and security of guests, employees, the general public and property
is a vital aspect of hotel operations. The Group also recognises that it has

an important rele to play in ensuring good health and developing well-being
initiatives in its hotels and resorts.

Many of the Group's managed hotels and resorts have health programmes
for staff. The hotels provide guides to good health and offer regular

health checks. In some cases the hotels have been able to extend health
programmes to the foca!l community.

In 2007, the Group continued to emphasise the need for excellence in food
safety. During the year another |5 managed hotels and resorts were awarded
Hazard Analysis and Critical Control Point System (*"HACCP") certification,
bringing the total number of certifications to 26. HACCP focuses on
preventing hazards that could cause food-borne illnesses by applying science-
based controls, from raw matenal to finished products.

Suppliers

The Group has been working towards ensuring that it sources products that
are environmentally and socially responsible. Where possible, hotels source
products and other goods locally, working with local suppliers to support
local economic development. The Group has begun investigating a number
of alternatives, environmentally superior products for hotel guestrooms and
spas.

40 | Management Discussion and Analysis

Commitment to staff
The Group is an equal opportunity employer and does not discriminate on
the basis of personal characteristics.

Philanthropy
The Group's main charity partner remains Care for Children (“CFC") which

works in partnership with local and national governments in Mainland China
to introduce foster care and other strategic initiatives to relieve hardship,
distress and sickness and to enrich the lives of orphans and other needy
children,
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MANAGEMENT DISCUSSION AND ANALYSIS

42

People Development
The Shangri-La Academy continued to accelerate and intensify employee

training in keeping with the Group's expansion. Since its opening in
December 2004, it has trained about 3,000 employees through its four core
certificate programmes, its diploma programme and its various management
develcpment programmes.

The development of managerial staff with high potential continued under
the Group's three core talent development programmes — the |8-month
Corporate Management Trainee Programme (CMT), | 2-month Corporate
Executive Trainee Programme {CET) and the |8-month Corporate Trainee
Programme (CT).To-date, a total of BC employees have been systematically
trained through these programmes.

| Management Discussion and Analysis
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CORPORATE GOVERNANCE REPORT

To facilitate the decision-making process, the Directors have unrestricted access
to the management to make enguiries and obtain further information, when
reguired, In addition, all Directors have unrestricted access to the advice and
services of the Company Secretary to ensure that the Board procedures and
alt applicable rules and regulations are followed. The Board has adopted the
procedures for the Directors to obtain independent professional advice at the
Company's expense,

Minutes of the Board meetings kept by the Company Secretary are sent to the
Directors for records and are open for inspection by the Directors.

The Company has arranged appropriate insurance cover for the Directors.

The Board has appointed Board committees to oversee particular aspects of
the Company's affairs. Each Board committee is appointed with written terms
of reference. However, certain matters are reserved to the full Board for
decision including matters relating to the following:

+ constitution and share capital

+ corporate objectives and strategy

+ corporate policies relating to securities transactions by Directors and
senior management

= interim and annual results

+ interim and annual reports

* budgets

+ significant investments

* major financings, borrowings and guarantees

* corporate governance and internal controls

= risk management

*  major acquisitions and disposals

*  material contracts

*  board members, auditors and employees

* any other significant matters that will affect the operations of the Group as
a whole
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The day-to-day running of the Company is delegated to the management, with
divisional heads responsible for different aspects of the business.

DIRECTORS’ APPOINTMENT, RE-ELECTION AND
REMOVAL

The Company has not established a nomination committee. The Board as
a whole is responsible for approving the appointment of its members and
nominating them for election and re-election by the shareholders of the
Company.

The Board has adopted the procedures for appointment of new Directors

to ensure that the Board consists of members with the range of skills and
qualities to meet its principal responsibilities in a way which ensures that the
interests of shareholders are protected and promoted and the requirements of
the HK Listing Rules are complied with. The procedures and criteria to select
candidates are as follows:

i. The Company Secretary shalf forthwith inform the Board as soon as the
number of Directors {executive or non-executive) falls below the minimum
required by the HK Listing Rules or the Company’s Bye-Laws or if there
are unfilled positions in any Board committees required to be constituted
by the HK Listing Rules.

2. The Beard identifies the need for a new Director based on whether or
not the Company has an appropriate number of Directors to allow for
effective decision-making.

3. The Board identifies potential candidates who may fill the role. Potential
candidates should:

a. complement the existing Board composition to ensure that there is an
appropriate mix of Directors with different abilities and experiences;
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of the Company and its subsidiaries are eligible to receive a discretionary
bonus taking into consideration factors such as market conditions as well as
corporate and individual performances. In order to attract, retain and motivate
executives and key employees serving any member of the Group or other
persons contributing to the Group, the Company has instituted share option
schemes. Such incentive schemes enable the eligible persons to obtain an
ownership interest in the Company and thus will motivate them to optimise
their contributions to the Group.

The Directors’ emoluments paid or payable to the Directors during the year
are set out on an individual and named basis, in Note 29 to the consoclidated
financial statements of this Annual Report and details of the share option
schemes are set out in the Report of the Directors.

AUDIT COMMITTEE

The Company set up an Audit Committee on 25 August 1998. The Committee
comprises three Non-Executive Directors, two of them being independent. The
current Committee members are Messrs Alexander Reid HAMILTON (who
acts as chairman of the Committee}, HO Kian Guan and WONG Kai Man.

The Committee members have professional qualifications and experience in
financial matters that enable the Committee to exercise its powers effectively
and provide the Board with independent views and recommendations in
relation to financial matters.

The main duties of the Audit Committee include, inter alia, the following:-

() reviewing the interim and annual financizl statements before they are
submitted to the Board for approval;

(i) making recommendations te the Board on, the appointment,
re-appointment and removal of the external auditor, and approving the
remuneration and terms of engagement of the external auditor, and any
questions of resignation or dismissal of that auditor;
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(i) reviewing and monitoring the external auditor’s independence and
objectivity and the effectiveness of the audit process in accordance with
applicable standards;

(iv) reviewing and monitoring the integrity of the interim and annual financial
staternents, reports of the Company, and reviewing significant financial
reporting judgments contained in them, before submission to the Board;

(v) reviewing the Company's financial controls, internal control and risk
management systems;

(vi} reviewing the Group's financial and accounting policies and practices;

(vilyreviewing the internal audit programme, ensuring co-ordination between
the internal and external auditors, and reviewing and monitaring the
effectiveness of the internal audit function.

The Audit Committee met four times in 2007 and meetings attended by each
of the members during the year 2007 were as follows:

Meetings attended/

Name of Member eligible to attend

Mr Alexander Reid HAMILTON 4/4
Mr HO Kian Guan 4/4
MrWONG Kai Man 4/4

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

The Audit Committee focused 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
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Total fees for audit services provided by other external auditors to the
subsidiaries of the Group were approximately US$396,000.

PricewaterhouseCoopers, Hong Kong will retire and offer themselves for re-
appointment at the AGM of the Company to be held in May 2008.

INVESTOR RELATIONS

The Board and senior management recognise their responsibility to look after
the interests of the shareholders of the Company.

With a view to developing and maintaining continuing good relations with the
Group's shareholders and investors, various communication channeis have been
established.

The Company reports on its financial and operating performance to
shareholders through interim and annual reports. At the AGM, shareholders
can raise any questions relating to the performance and future direction of the
Company with the Directors.

In addition, press conferences and analysts briefings are held at least twice

a year subsequent to the interim and final results announcements at which
the Executive Directors are available to answer queries on the Group.
Shareholders and investors may visit our website for up-to-date financial and
other information about the Group ang its activities.

As at 31 December 2007, sufficient shares of the Company were on public
float as required by the HK Listing Rules.

SECURITIES TRANSACTIONS BY DIRECTORS

The Board has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix |0 of the HK Listing Rules
as the Code for Securities Transactions by Directors of the Company (the
"Directors’ Securities Dealing Code™).
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The Directors who had securities transactions in the Company’s shares during
the year had informed the Chairman of their intention of dealing prior to

the transactions and provided the Company with details of the transactions
thereafter in compliance with the Directors' Securities Dealing Code. Interests
in the Company's shares and share options held by the Directors as at 31
December 2007 are set out in the Report of the Directors section of this
Annual Report.

The Company has made specific enquiry of all the Directors who confirmed
compliance with the required standard set out in the Directors’ Securities
Dealing Code throughout the year

SECURITIES TRANSACTIONS BY RELEVANT
EMPLOYEES

The Board has adopted the Model Code for Securities Transactions by
Relevant Employees (the "Employees’ Securities Dealing Code™) setting out
the guidelines for relevant employees (the "Relevant Employees™) in respect of
their dealings in the securities of the Company.

The Relevant Employees who had securities transactions in the Company's
shares during the year had informed the Chairman or the Chief Financial
Officer of their intention of dealing prior to the transactions and provided the
Company with details of the transactions thereafter in compliance with the
Employees’ Securities Dealing Code.

The Company has made specific enguiry of all the Relevant Employees who
confirmed compliance with the required standard set out in the Employees’
Securities Dealing Code throughout the year
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REPORT OF THE DIRECTORS

PRINCIPAL PROPERTIES

The details of the hotel properties and investment properties are set out in
Notes 41 and 42 to the consolidated financial statements respectively.

SHARE CAPITAL

The details of share capital are set out in Note 18 to the consolidated financial
statements.

SUBSIDIARIES AND ASSOCIATES

The details of the Company's principal subsidiaries and associates are set out in
Note 40 to the consolidated financial statements.

PARTICULARS OF BANK LOANS, OVERDRAFTS
AND CONVERTIBLE BONDS

The particulars of bank loans, overdrafts and convertible bonds as at 3|
December 2007 are set out in Notes 20 and 21 to the consolidated 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 |72
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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 LUI Man Shing {elected as Deputy Chairman on 27 March 2007)
Mr KUOK Khoon Ean {appointed on | April 2008)
Mr Giovanni ANGELINI
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
* MrWONG Kai Man
*  MrTimothy David DATTELS
* Mr Michael Wing-Nin CHIU (appointed on 6 june 2007)
*  Mr HO Kian Hock (Alternate to Mr HO Kian Guan)
MrYE Longfei {resigned on 27 March 2007)

#  Non-Executive Directors

+  Independent Non-Executive Directors

Messrs KUOK Khoon Loong, Edward, NG Si Feng, Alan, LEE Yong Sun and
Alexander Reid HAMILTON retire by rotation in accordance with Bye-Law 99
of the Company's Bye-Laws. Messrs KUOK Khoon Ean and Michael Wing-Nin
CHIU retire in accordance with Bye-Law 102(B) of the Company's Bye-Laws.
All retiring Directors except Messrs NG 5i Fong, Alan and LEE Yong Sun, being
eligible, offer themselves for re-election.
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REPORT OF THE DIRECTORS

Notes:
|, These shares were held by the relevant Directors as beneficial owners,
2. These shares were held by the spouse of the relevant Director.

3. These shares were held through a company which was controlled as to 50% by Madam KUOK Con

Kwang,

4. 76944,807 shares were held through companies which were controlled as to 50% by each of Mr HO
Kiarn Guan and Mr HO Kian Hock.

4,628,719 shares were held through a company which was controlled as to 25% by each of Mr HO
Kian Guan and Mr HO Kian Hock,

4,323,268 shares were held through a company which was controlled as to 13.33% and 7.08% by Mr
HO Kian Guan and Mr HD Kian Hock respectively,

31,715,599 shares were held through companies which were controlled as to 6.7% and 6.81% by Mr
HO Kian Guan and Mr HO Kian Hock respectively.

(b) Long positions in underlying shares of the Company and
Associated Corporations

As at 31 December 2007, details of share eptions 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.
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Save as mentioned above, as at 3|1 December 2007, 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 HK Listing Rules, the Company disclesed 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 tikely
10 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 andfor the Group:

{ Madam KUOK Con Kwong is a Non-Executive Director of Allgreen
Properties Limited ("Allgreen”}, a company listed on the SGX-ST.
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REPORT OF THE DIRECTORS

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, superviscry
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 2001 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 nc further options shall thereafter be offered under the Executive
Option Scheme but in all other respects the provisions of the Executive
Option Scheme shall remain in full force and effect).
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NEW OPTION SCHEME

The purpose of the New Option Scheme is to motivate Eligible Persons Mo=!
to optimise their future contributions to the Company. its Subsidiarigs New 2

and Associates "2, and Invested Entities Nt¢ 2 (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
Eligile Persons who are significant to and/or whose contributions are or will
be beneficial to the performance, growth er success of the Enlarged Group,
and additionally in the case of Executives M2 to enable the Enlarged Group
to attract and retain individuals with experience and abitity 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 shalt 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 1o 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 |0 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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REPORT OF THE DIRECTORS

Details of the outstanding option shares as at 31 December 2007 which have been granted under the Executive Option Scheme are as follows:

No. of No. of No. of Ne. of No. of
option option Transfer Transfer option option option
shares shares  from 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 3} December option
Date of grant  Tranche 2007 the year the year the year the year the year 2007 share Exercisable Period
{Note 1) HKD
I, Director
MirYE Longlei 15 january 2001 i 719212 - - (79211 - - 818 15 January 2003 - 14 January 2011
(Note 2)

2. Continuous | May 1998 _ 203,196 - - - {125,788) - 77408 826 [ May 1999 - 30 April 2008
Contract | May 1998 [ 203,196 - - - {109,028) - 94,148 8.26 | May 2000 - 30 April 2008
Employees [ May 1998 [ 203,196 - - - (48.380) - {54816 826 [ May 2001 - 30 April 2008

15 January 2000 _ 397,335 - - - {111,448) - 285,887 882 15 January 2001 - 14 January 2010
15 January 2000 [ 39734 - - - (111,446 - 285,885 882 15 January 2002 - 14 January 2010
5 January 2001 | 126,140 - - - {92.179) - 335961 8.18 15 Janvary 2002 - 14 January 2011
15 fanuary 2001 " 126,138 - - - (92,178) -~ 33960 8.8 15 January 2003 - 14 January 2011
3. Other | May 1978 _ 255956 - - - (139,844 - 16,112 826 | May 1999 ~ 30 April 2008
Participants | May 1998 [ 299,956 - - - (183844 - 16,112 826 | May 2000 - 30 April 2008
| May 1598 [ 299956 - - - (93,564) - 206.392 8.26 [ May 2001 - 30 April 2008
15 January 2000 _ 445,790 - - - (175.528) - 170,262 882 15 Jenuary 2001 - 14 Jenuary 2010
IS January 2000 I 445,788 - - - (77528) - 368,260 882 15 January 2002 - 14 January 2010
5 January 2001 ! 67922 - - - (67922) - - 818 15 January 2002 - 14 January 201 |
5 January 2001 Il 57920 - - - (67.520) - -~ 8.8 15 fanuary 2003 - 14 January 2011
Total: 3,619,032 - - - (1,575,809) - 1,043,223

56 | Report of the Directors
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REPORT OF THE DIRECTORS

No. of No. of No. of No. of No. of
option option Transfer Transfer option option option
shares shares  from 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 2007 the year the year the year the year the year 2007 share Exercisable Period
(Note 1) K%
[.  Directors {Continued)
Madam KUOK 28 April 2005 f 150,000 - - - - - 150,000 [1.60 28 April 2006 - 27 April 2015
QOon Kwong 28 April 2005 l 150,000 - - - - - 150,000 1160 28 April 2007 - 27 April 2015
16 june 2006 _ 60,000 - - - - - £0,000 14.60 16 June 2007 - 15 June 2016
16 June 2006 [ 60,000 - - - - - 60,000 14.60 16 June 2008 — 45 June 2016
Mr HO Kian 28 April 2005 _ 75.000 - - - (75,000) - - [1.60 28 April 2006 ~ 27 April 2015
Guan 28 April 2005 Il 75000 - - - (75,000 - - [1.60 28 April 2007 - 27 April 2015
16 June 2006 ( 30,000 - - - (30,000) - - 14.60 16 June 2007 - 15 June 2016
16 June 2006 ll 30,000 - - - - - 30,000 [4.60 [6 June 2008 — 15 June 2016 |
Mr LEE Yong Sun 28 April 2005 [ 75000 - - - (75.000) - - [1.60 28 April 2007 - 27 April 2015
16 June 2006 I 30000 - - - (30,000 - - [4.60 16 June 2007 - |5 June 2016
16 June 2004 l 30,000 - - - - - 30,000 14.60 [6 June 2008 - 15 June 2016
Mr Roberto V. 28 April 2005 _ 75,000 - - - - - 75000 [1.60 28 April 2006 — 27 April 2015
ONGPIN 28 April 2005 I 75000 - - - - - 75,000 [1.60 28 April 2007 - 27 April 2015
[6 june 2006 I 36,000 - - - - - 30000 14.60 16 June 2007 - 15 June 2016
[6 fune 2006 [ 30,000 - - - - - 30,000 14.60 16 June 2008 - 15 June 2016 |
Mr Alexander 18 April 2005 [ 75000 - - - {75.000) - - [1.60 28 April 2006 - 27 April 2015
Reid 28 April 2005 [ 75,000 - - - {75.000 - - [1.60 28 Apeil 2007 - 27 April 2015
HAMILTON 16 fune 2006 ! 30,000 - - - - - 30,000 14.60 16 June 2007 - t5 June 2016
[6 June 2006 I 30,000 - - - - - 30,000 14.60 16 June 2008 - |5 June 2016
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REPORT OF THE DIRECTORS

No. of No. of No. of Ne. of Na. of
option option Transfer Transfer option option option
shares shares  from 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 2007 the year the year the year the year the year 2007 share Exercisable Period
(Note 1) HKS
3. Other 29 May 2002 # 375,000 - - - - - 375,000 6.8l 29 May 2063 - 28 May 2012
Participants 29 May 2002 [ 385,000 - - - - - 385,000 6.8 29 May 2004 - 28 May 2012
28 April 2005 _ 640,000 - - - {100,000) - 540,000 11.60 28 April 2006 - 27 April 2015
28 April 2005 [ 815,000 - 250,000 - {525,000) - 540,000 11.60 28 April 2007 - 27 April 2015
28 April 2005 _ 100,000 - - - {100,000} - - 1.0 28 Apri 2006 - 30 Jure 2007
28 April 2005 Il 100,000 - - - (100,000 - - [1.60 28 Agril 2007 - 30 June 2007
28 April 2005 [ 50,000 - - - - - 50,000 [1.60 28 April 2007 - 2 May 2008
16 June 2006 _ 377500 - 100,000 - {20,000) - 457500 14.60 [6 June 2007 - 15 June 2016
16 June 2006 _ 37500 - - - (37,500) - - 14.60 16 June 2007 - 30 June 2007
[6 June 2006 _ - - 37500 - (37.500) - - 14.60 16 June 2007 - 30 June 2008
[6 June 2006 I - - 37,500 - - - 37,500 14.60 16 June 2008 - 30 June 2008
16 June 2006 [ 371500 - 100,000 - - - 477,500 14.60 6 June 2008 - 15 June 2016
Totat: 23,522,500 - 525,000 (525,000) (5,220,500 {192,500) 18,109,500
MNates:

. The weighted average closing price of the shares immediately before the dates on which the options were exercised was HK$21.20.

2. MrYE Longfei resigned as Director of the Company with effect from 27 March 2007.

3. At the Special General Meeting of the Company held an 24 May 2002, the shareholders of the Company approved the adopiion of the New Option Scheme 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 zll other respects the pro

4, No options were cancelled under the Executive Option Scheme and the New Option Scheme during the year and subsequent to 31 December 2007 and up to the date of this report,

n of the Executive Option Scheme shall remazin in full force and effect.

5. Optiens on 20,000 shares were lapsed under the New Cption Scheme and no options were lapsed under the Executive Option Scheme subsequent to 31 December 2007 and up to the date of this report.

6. Optiens on 232,906 shares were exercised under the Executive Option Scheme and options on 720,000 shares were exercised under the New Option Scheme subsequent to 31 December 2007 and up to the date of this report.
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REPORT OF THE DIRECTORS

a company in which the Group has 60% interest as at the date of the
shareholders’ agreement, therefore MCS Holding and MCS Hotel are
regarded as connected persons of the Company. Such transactions
constituted connected transactions of the Company. As at 3t December
2007, the Group owns | 00% interest in the joint venture company pending
MCS Hotel's subscription of its 25% interest according to the terms of the
shareholders' agreement.

On 12 June 2007, Kerry Industrial Company Limited ("KICL"), an indirect
wholly owned subsidiary of the Company, entered into an equity transfer
agreement with Fast Action Associates Limited ("FAAL"), Bangkok
Mercantile {Hong Kong) Co., Limited {("BMCL") and Robinson Enterprise
Limited {"REL") for the transfer of 10% equily inieresi in Shangm-La
Hotel (Guangzhou Pazhou) Co., Ltd. ("SLPG") at a cash consideration of
US$6,034,000 together with the proportionate shareholder's leans at a
consideration of US%4,386,000 to FAAL and 5% equity interest in SLPG
at a cash consideration of U5$3,017,000 together with the proportionate
shareholder's loans at a cash consideration of US$2,193.000 to each of
BMCL and REL. SLPG owns and operates a hotel in Guangzhou and was a
wholly owned subsidiary of KICL before the transfer.

FAAL owns a 20% interest in an 80% owned subsidiary of the Company,
Shangri-La International Hotels (Chengdu) Ltd. {(“SLHCL"). BMCL is owned
as to approximately 65.67% by a director of SLHCL and his assaciates.
REL is wholly owned by the associates of that director. FAAL, BMCL and
REL are regarded as connected persons of the Company. Such transaction
constituted a connected transaction of the Company. Following completion
of the transfer, SLPG is owned by KICL, FAAL, BMCL and REL in the
proportions of 80%, 0%, 5% and 5% respectively as at 31 December

62 | Repoart of the Directors

2007. Pursuant to the equity transfer agreement, each of FAAL, BMCL

and REL shall provide guarantee to the lender or counter guarantee to
KICL, on a several basis and pro-rata to their respective ownership ratio in
respect of the bank loans granted to SLPG as at signing of the said equity
transfer agreement and the borrowings obtained by SLPG in the future. All
shareholder’s loans were fully repaid as at 3| December 2007. Details of
the guarantee provided by the Company are provided under Note xii,

On 17 July 2007, an indirect wholly owned subsidiary of the Company,
Forever Up Investments Limited ("FUIL"), entered into two joint venture
agreements (the "Original Joint Venture Agreements™) with a direct wholly
owned subsidiary of KGL, an indirect wholly owned subsidiary of KPL

and an independent third party to establish twe joint venture companies,
Happy Day Holdings Limited ("HDHL") and Shine Up Holdings Limited
{"SUHL™), for the purposes of acquiring, owning, managing, operating and
chartering aircrafts in which each party has 25% interest. The Group's
share of the maximum funding commitment was US$:0,050,000. On 10
October 2007, the parties entered into an amended and reiterated joint
veniure agreement for the disposal of the two acquired aircrafts under the
Original Joint Venture Agreements and to be replaced with another new
aircraft such that the total uliimate maximum funding commitment wilt be
increased to US$52.000,000 (the Group's share is US$13,000,000) with

an interim maximum funding commitment of LUS5%92,200.000 (the Group's
share was US$23,050,000) before the completion of the disposal of the
two aircrafts. The disposal of the two aircrafts and the acquisition of a new
aircraft were completed during the year. Such transactions constituted
connected transactions of the Company. Details of the shareholders’ loans
granted by the Group were provided in Note ix.
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8. Unsecured shareholders’ loans and guarantees

The Group provided financial assistance to certain companies in prior

years and in 2007.The bzlances of these financial assistance as at the
respective year end date of 2007 and 2006 are listed below:

(A) Unsecured shareholders’ loans'

Loan balance

Loan balance

2007
US$'000

2006
US$'000

Associates

2007 2006
US$'000  USH0O00
a.  Non-wholly owned subsidiaries
— Traders Yangon Company Limited
s interest bearing portion® 34,134 35,090
' non-interesi bearing portion 34,021 34,021
— Shangri-La Yangon Company Limited
:interest bearing portion’ 1,992 1,992
' non-interest bearing portion 23,732 23732
— Traders Square Company Limited
: non-interest bearing 4,406 4,406
- S'La Mongolia
: interest bearing at é-month
LIBOR+1% per annum® 8,737 3,706
- SLHCL
: non-interest bearing” 63817 41,520
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— Cuscaden Properties Pte Lid {“"CPPL")

: non-interest bearing”
sinterest bearing at SWAP + 0.5%
per annum

— Shanghai )i Xiang Properties Co., Ltd.
{"SJXP™

: non-interest bearing”

:interest bearing at 6-month HIBOR
+ 2% per annumi

Shanghai Ming Cheng Real Estate
Development Co., Ltd {"SMC™)

rinterest bearing at 6-month HIBOR
+ 2% per annum*

Shanghai Jin Ci Hou Properties
Company Limited (“SJC")

:interest bearing at 6-month HIBOR
+ 2% per annum®

EVHL

:non-interest bearing’™

HDHL

: non-interest bearing™

SUHL

' non-interest bearing™

—TKRED
. non-interest bearing”

15,350

21.350

336

29,210

23,709

4,300

11,134

2,537

14,471

20076

336

4,110

15617

23755

Investee company

— PT. Saripuri Permai Hotel
: non-interest bearing

695

950
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REPORT OF THE DIRECTORS

Xi.

xiv.

The amount of guarantees disclosed is stated with reference to the utilised bank loans/facilities

balance.

On 12 October 2006, the Company executed a guarantee in favour of The Bank of East

Asia Limited, Guangzhou Branch (“BEA Guangzhou') guaranteeing the full repayment of the
monies (up to US$60.000,000) owed by SLPG to BEA Guangzhou under the loan facilities of
US$60,000,000 made available by BEA Guangzheu to SLPG (the “BEA Guangzhou Facility™).

and related interests and expenses, The BEA Guangzhou Facility was granted to SLPG for

meeting operating funding requirement and for financing the repayment of sharehclder's loans.
On 28 June 2007, the Company executed another guarantee in favour of Bank of China Ltd.,

Guangdong Branch ("BOC Guangdong™) guaranteeing the full repayment of the monies {up to
US$36,660,000) used by SLPG to BOC Guangdong under the lcan facilities of LUS$36.660,000
made available by B0OC Guangdong to SLPG (the "BOC Facil

expenses, The BOC Facility was granted 1o SLPG for the repayment of shareholder’s loans.

"), and related interests and

Pursuant to the equity transfer agreement referred 10 item 3 above. FAAL. BMCL and REL
shall provide counter guarantees in the ratio of 10%, 5% and 5% in respect of the guaranteed
liab

disclosed amount of guarantees given by the Group are stated before deducting the amount

es of the Company in respect of the BEA Guangzhou Facility and the BOC Facility. The

of the proportionate counter guarantees provided by FAAL, BMCL and REL under the equity

transfer agreement dated |2 June 2007,

The guarantee was provided to a bank for securing loan facilities granted te SUL during the
year and was stated after deducting the amount of counter indemnity provided by MCS

Holding. Details of the guarantee were related in item 6 above.

On 30 October 2006, the Company executed a guarantee in favour of the Bank of East Asia,
Limited (Chengdu Branch) (“BEA Chengdu™) guaranteeing the repayment of 80% of the
monies (up to US$48.000,000) owed by SLCD, a wholly owned subsidiary of SLHCL. (in which
the Company has an indirect 80% interest and which is a 20% owned Company of FAAL) to
BEA Chengdu under the toan facilities of US$60,000.000 made available by BEA Chengdu to
SLCD (the "BEA Chengdu Facility”), and the related interests and expenses. On 18 October
2007, the Company executed another guarantee in favour of the Bank of East Asia, Limited
(Shanghai Branch} ("BEA Shanghai") guaranteeing the repayment of 80% of the monies (up to
US$16,000,000) owed by SLCD to BEA Shanghai under the loan facilities of U$$20.000,000
made available by BEA Shanghai to SLCD (the "BEA Shanghai Facility”), and the related interests
and expenses. Both the BEA Chengdu Facility and BEA Shanghal Facility were granted to SLCD

for meeting operating funding requirement and for financing the repayment of sharehelder's

loans.

46 | Report of the Directors

xv. The guarantees were provided to a bank for securing loan facilities granted to Beljing Jia Ao and
BKC in 2004 (the "2004 Guarantees”™) and for securing loan fac
during the year of 2006 (the "2006 Guarantee"). Please refer to 2004 and 2006 annual reports

es granted to Beijing Jia Ao

for details of the 2004 Guarantees and the 2006 Guarantee provided. The guarantee for BKC

es, Terms of such financial

in 2004 was terminated following the maturity of the banking fac

assistance remain unchanged as at year end of 2007.

xvi. Please refer to 2005 annual repert for details of the guarantees provided. Terms of such

financial assistance remain unchanged as at year end of 2007.

xvii. The guarantee was provided to a bank for securing loan facilities granted te FWHL during the

year. Details of the guarantee were stated in item 7 above.

CONTINUING CONNECTED TRANSACTIONS

During the financial year ended 31 December 2007, there were continuing

connected transactions of the Group in effect as set out below:

On 28 January 1995, the Company entered into a discloseable and
connected transaction to acquire various hotel interests from certain
parties, including connected persons of the Company. Included in these
hotel interests are (i} Shangri-La's EDSA Plaza Hotel, Manila {(now known
as Edsa Shangri-La, Manila) (‘Edsa Shangri-La Hotel™). and (ii) Shangri-La's
Mactan Resort & Spa, Cebu {"Mactan Resort™). Edsa Shangri-La Hotel

is built on land leased from Shangri-La Properties Inc. (now known as
Shang Properties, Inc. {"SPI")} {an associate of KPL) under a 25-year lease
commencing in 1992, with an option to renew the lease for a further term
of 25 years. Upon expiration of the {further term, 5P| agrees to grant to
Edsa Shangri-La Hotel & Resort. inc. a new lease term of 25 years subject
to the prevailing Philippine laws. Mactan Resort is built on land leased from
Brown Swallow Development Corporation ('BSDC") and Green Mangrove
Realty Inc. ("GMRI"™) (both of which are associates of KGL) under a 25-year
lease commencing in 1990, with an opticn o renew the lease for an
additional 25 years. Further information regarding these leases are set out
in the Company's circular dated |3 February t995.
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REPORT OF THE DIRECTORS

Details of these transactions are set out below:

Aggregate amount received
by SLIM and its fellow
subsidiaries for the year

ended 3] December

Name of property Date of transaction Nature of agreement Counterparty 2007 2006
(USS) (USH)
Traders Hotel, Principal agreement signed on 1 March 1994, Management Agreement, CPPL 1,599,000 1,262,000
Singapore Various related agreements signed on various Marketing and
dates in 1994, Reservations Agreement
and Licence Agreements
Traders Hotel Yangon 24 June 1995 Management Agreement, TYCL 216,000 217,000
Marketing and
Reservations Agreement
and Licence Agreements
Shangri-La Hotel, 27 October 1994 Management Agreement, PTSPH 563,000 532,000
Surabaya Marketing and
Reservations Agreement
and Licence Agreement
Shangri-La's Kerry 30 June 1998 Management and Marketing BKC 2,085,000 1,857,000
Centre Hotel, Beijing Services Agreement
Aberdeen Marina Club, 20 February 1993 Operators Agreement AMHL 246,000 228,000

Hong Kong

68 | Report of the Directors



69 | ssopaung ay: jo Lioday

Wdo 4G paumg
dnousy uanaljy 9y Jo saquisw o Ag paump

800t
alodedug SaDIAJ3S Adpune|  Adenuqgaq || pue §pO7 (Mdy G| paiep sluswasuBy suaodeduig
000'8T4 000'SH3 ‘|10 sJaped] 4o} uswRaldy J4aisel  [Rluaws|ddng syl Aq pajuawsddns se'Seg | pudy | 1910} SJ48pE.|

‘9007 AJBNUER[ | WOL) 19943 UM SPIMP|LOAA JO
a3e|d Ul sJUBLWEILBY JB1SEL BYT JO SUQIIPUSGY
puE swW2a) a3y} ||e pawnsse sey iodpip
PUE SIUaWasI8y J91SEL) B4l WoJj pagieydsip
PUE PIsBI|a4 SEM 3PIMPIIOAA “SO07 420LLa3a()
| P31EP (,SPIMPIIOAA,.) PIT 31d S201AIRS
wswisedy apImplIopa pue { tuiodpi,) pauw
saiJadody Juodpi 141D USamiIaq UOIBACU JO
pasp B 01 JUBNSINg ‘GOQT A4enuga4 || pue Q0T
Judy 6| parep syuswaaJdy [Rluswa|ddng sy 4q
paawa|ddns se'sg4| 42G0130 9| PUB '§OOT
Adenuga4 || patep 1wawealdy [eusws|ddng
241 Aq pajuawalddns se 'jgg| 4260120 §| (9)

wiedpiy (q) pue

'SJUBWIIRdY PUE 8007 A4BrJgs{ || pue
SERTNETS SIDIALBS AJpUne 5007 IMdy §| p3lep sjuawsaidy |eluswajddng JSHuBWIRdY
000'9/T 000's67 plICaA 183Uy {B) 40§ S1UBWS3.8Y JD1SE|, Sy} Aq peuawsiddns se 'y 420100 | (B)  PadIAISS PUOAA 1B3U0)
($sn) ($sn}
9007 2007 A1aedasaunon 1uswaaJ8e Jo JunieN UOIIDBSUEJ] JO DlB(] £143doud jo awep

deqwada | £ papus

123 3yl 1o} 14710 4q
paAladal wunowe s3edau38y

'MO[3Q 1IN0 135 B SUOIIDESURJY 3y} JO S|ie1ag]

'$3|My BUNSIT HH 2yd J4apun AuedwoD) Byl JO SUCIDBSURL] Pa1DaULOD BUINURUOD $2INYISUO) sanJadold asoy) Bunesado 1o Bulumo saniua WBAS[AL 2Y1 PUR 14D
u3am1aq paulis sUBWIBIBY J91SEL Y3 01 1uensund UdAUB||y pue 1ddD Aq paumo sanuadoud asoyr o3 Td1D AQ $321A435 AJpune| [BI2I2WWOD JO uoisiacud a1
ABUIPJODY ‘[3A3| SBEIPISQNS 31 18 AuedwoD) 8y} Jo suosiad pa1dauuod st pap.ieSau sue usaId)y pue qddD Y10G "1d1D Jo J3PpIoyadrysS [BIIURISANS B S| |ddD) SV

‘dnossy ay Ag PaUMO %G/ Ob PUR US3JB|IY AQ PRUMO %5 GG UINY UL 'St YDIYM TddD)
AQ DIUMO I TgTD JO %57 J3YI0 B[ AJpune| [eIDsawWWod e salesado 'alodeduig ul Auedwon) syl Jo AJeipisgns paumo %S4 B '(,1d1D.) P17 91d Adpune eaua) g



REPORT OF THE DIRECTORS

Taking into account (i) the historical amounts received by CLPL in respect Ouring the first ten years of the term of the Lease, starting from the date
of each of these properties, (i) the potentially achievable occupancy and of commencement of the operation of the Resort or 18 months frem the
utilisation projections in respect of these properties. (iii) adjustments date of approval by all the relevant Maldivian Government departments
for inflation and buffer for unexpected price hikes, and (iv} the possible of all detailed drawings, designs and work plan with respect to the Resort,
appreciation of Asian currencies against the US Dollar; the Company has whichever is the earlier, annual rent shall be paid as agreed between the
set the following annual caps for each of the three financial years ending parties with reference to the number of beds available in the Resort. The
respectively 3| December 2008, 2009 and 2010: annual rent payable on a per bed basis has been agreed between the

parties. In accordance with the method of calculation as set out in the
Financial year ended 31 December Lease and with reference Lo the anticipated number of beds 1o be built in
Property 2008 2009 2010 the Resort, the amount of annual rent payable during the first ten years

(US$) (US$) (US$) of the Lease is expected to be tess than US$4,050,000. The annual rent

] for the second ten years and the annual rent for the last five years of the
Great World Serviced : Y

Apartments 500,000 580,000 680,000
Traders Hotel, Singapore 1,200,000 | 400,000 1,600,000

Lease shall be determined by the Maldivian Government, in consultation
with AIPL, six months prior to the commencement of the respective

periods. In determining the annual rent for the subsequent periods, the

Maldivian Government shall take into account the factors as mentioned
4. On 27 June 2005, Addu Investments Private Limited ("AIPL"), which is 70%

indirectly owned by the Company and 30% owned by the Government
of the Republic of Maldives (the "Maldivian Government™), entered into
a lease agreement (the "Lease™) with the Maldivian Government for the
lease of the whole of an island located in Villingili, Addu Atoll, Republic of

in the Lease. The annual rent shall be paid upon commencement of
operation of the Resort by quarterly installments in advance before the
commencement of the quarter for which such payment is due. Accordingly,
no lease rental was paid for the years ended 31 December 2006 and 2007,

Maldives (the “Istand") for 25 years.The Lease was entered into to enable
AIPL to construct, develop, own and operate a luxury tourist resort on the
Island (the "Resort™). The Maldivian Government is a connected person

of the Company by virtue of its being a substantial shareholder of AIPL.
Hence, the executicn cf the Lease constitutes 2 non-exempt continuing
connected transaction of the Company under the HK Listing Rules.
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REPORT OF THE DIRECTORS

SUBSTANTIAL INTERESTS IN THE SHARE CAPITAL OF THE COMPANY

As at 31 December 2007, the interests and short positions of those persons (other than the Directors) in the shares and underlying shares of the Company as
recorded in the register required to be kept by the Company under Section 336 of the SFO were as follows:

(a) Long positions in shares and underlying shares of the Company

Percentage of Total
Number of Issued Share Capital of

Ordinary Shares the Company as at
Name Capacity in which Shares were Held Held 31 December 2007
Substantial Shareholders
Kerry Group Limited ("KGL") Interest of controlled corporations 1,428,283,194 49.57%
Kerry Holdings Limited ("KHL") {Nctes | and 2) Beneficial owner 70,460,697 49.57%
Interest of controlled corporations 1,357,822.497
Caninco Investments Limited (Notes 2 and 3) Beneficial owner 532,694,242 22.90%
Interest of a controlled corperation 127,034,035
Paruni Limited (Notes Z and 3) Beneficial owner 307.345,059 10.71%
Interest of a controlled corporation 1,393,154
Persons other than Substantial Shareholders
Darmex Holdings Limited (Notes 2 and 3) Beneficial owner 265,892,194 9.23%
JPMorgan Chase & Co. (Note 4) Beneficial owner 3.088,730 5.03%
Investrment manager 653,178
Lending pool (40,319,211

(b) Short positions in shares and underlying shares of the Company

Percentage of Total
Number of Issued Share Capital of

Ordinary Shares the Company as at
Name Capacity in which Shares were Held Held 31 December 2007
Person other than Substantial Shareholders
JPMorgan Chase & Co. Beneficial owner 417,000 0.01%
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REPORT OF THE DIRECTORS

REMUNERATION COMMITTEE

A Remuneration Committee of the Board 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
WONG Kai Man.

AUDIT COMMITTEE

The Company set up an Audit Committee of the Board 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 MrWONG Kai Man. The Committee
reviewed the Group's 2007 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

\AQ..G, .

KUOK Khoen Leong, Edward LUI Man Shing
Director Director

Hong Kong, | April 2008
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CONSOLIDATED BALANCE SHEET

As at 3| December

Note 2007 2006
US$'000 US$'000
ASSETS
Non-current assets
Property, plant and equipment 7 3,260,931 2,659,861
Investment properties 8 523,633 385,125
Leasehold land and land use rights 9 416,749 381,142
intangible asseis 10 87,372 87.709
Interest in associates 12 1,118,992 924,256
Deferred income tax assets 24 2,294 555
Derivative financial instruments 22 - 1,458
Awvailable-for-sale financial assets 13 4,191 4,052
Other receivables 14 5,091 3923
5,419,053 4,448,081
Current assets
Inventories 28,215 22,019
Accounts receivable, prepayments
and deposits 5 171,428 205,628
Due from associates {2 23,920 19,695
Financial assets held for trading [6 71,710 50,094
Cash and cash equivalents 17 386,684 330,16l
681,957 627,597
Total assets 6,101,010 5,075,678
\AP#.Q: k\IJ-
KUQK Khoon Loong, Edward LUI Man Shing
Director Director
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As at 3| December

Note 2007 2006
US$'000 US$'000
EQUITY
Capital and reserves attributable
to the Company’s equity helders
Share capital 18 1,934,577 1,224,810
Other reserves g 1,309,274 1,088,174
Pctained carnings
— Proposed final dividend 35 44,631 33,295
— QOthers 593,388 352,900
3,881,870 2,699,179
Minority interests 23 303,458 276,145
Total equity 4,185,328 2975324
LIABILITIES
Non-current liabilities
Bank loans 20 1,153,939 1,479,713
Convertible bonds 21 - 26,704
Derivative financial instruments 22 20,708 1,765
Due to minority shareholders 23 20,603 14,851
Deferred income tax liabiliti 24 213,288 211941
1,408,538 1,744,974
Current liabilities
Accounts payable and accruals 25 377,405 277,503
Due to minority shareholders 23 10,355 15588
Current income tax liabilities 27,456 19,401
Bank loans and overdrafts 20 91,928 42,888
507,144 355,380
Total liabilities 1,915,682 2,100,354
Total equity and liabilities 6,101,010 5.075,678
Net current assets 174,813 272217
Total assets less current liabilities 5,593,866 4,720,298
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CONSOLIDATED

INCOME STATEMENT

Year ended 31 December

Note 2007 2006
LUS$'000 US5$'000
Sales 5 1,219,248 1,002,892
Cost of goods sold 26 (493,970) (408,806)
Gross profit 725,278 594,086
Other gains — net 27 113,726 80,293
Marketing costs 26 (44,086) (34,456)
Administrative expenses 26 (94,033) (86,818)
Other operating expenses 26 {327.541) (27%.781)
Operating profit 373,344 273324
Finance costs 30 (19,128) (32461)
Share of profit of associates 3 98,901 41,957
Profit before income tax 453,117 282,820
Income tax expense 32 (78,892) (63.491)
Profit for the year 374,225 219,329
Attributable to:
Equity holders of the Company 340,863 202,173
Minority interests 33,362 17,156
374,225 219,329
Earnings per share for profit
attributable to the equity holders
of the Company during the year
(expressed in S cents per share)
— basic 34 12,76 797
— diluted 34 12.71 7.95
Dividends 35 100,323 75,933

80 | Consclidated Income Staternent
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Atctributable to equity holders
of the Company

Share Other Retained Minority
Notes capital reserves earnings Total interests Total
Us$'000 LUS$'000 US$'000 US$'000 US$'000 US$'000
Balance at | January 2006 181,117 940,569 259,351 2,381,037 249,177 2,630,214
Currency translation differences - 147,552 - 147552 14,501 162,053
Net income recognised directly in equity - 147,552 - 147,552 14.501 162,053
Profit for the year - - 202,173 202,173 17,156 219,329
Total recognised income for the year ended
31 December 2006 - 147,552 202,173 349,725 31,657 381,382
Issue of shares upon conversion of convertible bonds 18, 19 33,188 (3.499) - 29,689 - 29.689
Exercise of share options — allotment of shares 18 9,642 - - 9,642 - 9.642
Exercise of share options — transfer from option
reserve to share premium 18,19 863 (863) - - - -
Granting of share options — value of employee service 19 - 4415 - 4415 - 4415
Payment of 2005 final dividend - - (32,691) (32.691) - (32.691)
Payment of 2006 interim dividend - - (42,638) {42,638} - (42,638)
Dividend paid to and equity acquired from minority
interests - - - - (12,318} (12,318)
Equity injected by minority interests - - - - 7,747 7,747
Net change in equity loans due to minority interests - - — — (118) {118)
43,693 53 {75,329} (31,583) (4.689) {36,272)
Balance at 31 December 2006 1,224,810 1,088,174 386,195 2,699,179 276,145 2,975,324
The Group's retained earnings comprised:
Company and subsidiaries 113916
Associates 272,279
386.195

Included in the retained earnings of subsidiaries and associates are statutory funds of approximately US$2,178,000 and US$22,722,000 respectively (2006:

US$297.000 and US$21,158.000). These funds are set up by way of appropriation from the profit afier taxation of the respective companies, established and
operating in the PRC, in accordance with the relevant laws and regulations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

84

General information

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

The Company is a limited hability company incerporated in Bermuda.
The address of its registered office is Canon's Court, 22 Victoria Street,
Hamilton HMI2, Bermuda.

The Company has s primary listing cn the Main Board of The Stock
Exchange of Hong Kong Limited with secondary listing on the Singapore
Exchange Securities Trading Limited.

Summary of significant accounting policies
The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below.

2.1 Basis of preparation
The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards {"HKFRS").
They have been prepared under the historical cost convention except
that, as disclosed in the accounting pelicies below, financial assets
(excluding certain available-for-sale financial assets), financial liabilities
(including derivative financial instruments) and investment properties
are stated at fair value.

The following new standard, amendment to standard and new

interpretations are relevant to the Group's operation and are
mandatory for the financial year ended 3| December 2007

| Notes to the Consolidated Financial Statements

For the year ended 31 Decembe'r 2007

s+ HKFRS 7 — Financial Instruments: Disclosures
*  HKAS | Revised
*  HK{FRIC)-Int 8
= HK(IFRIC)-Int 9
+«  HK{FRIC)-Int 10

Presentation of Financial Statements
Scope of HKFRS 2
Reassessment of Embedded Derivatives

|

Interim Financial Reporting and Impairment

The new standard, amendment to standard and new interpretations
had no materizl effect on the Group’s accounting policies.

The following new standard, amendments 1o standards and new
interpretations are refevant to the Group's operation but are not
effective for 2007 and have not been early adopted:

«  HKAS 23 Revised
*  HKAS 27 Revised

Borrowing Costs

Consolidated and Separate
Financial Statements
*  HKFRS 3 Revised Business Combinations
+ HKFRS 8 —  Operating Segments
*  HK(IFRIC)-Int || HKFRS 2 — Group and Treasury Share
Transactions

+  HK(IFRIC)-Int 12
«  HK(IFRIC)-Int 13
«  HK(IFRIC)-Int 14

Service Concession Arrangements

Customer Loyalty Programmes
HKAS 19 —The Limit on a Defined Benefit
Asset, Minimum Funding Requirements

and their Interaction

The Group believes that the adoption of the above new standard,
amendments to standards and new interpretations will not result in
substantial changes to the Group's accounting policies.

Certain comparatives have been restated to conform with the current
year's presentation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies (continued)

a6

2.2 Consolidation (continued)

{b) Associates (continued)
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
assaciate, 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 alsa 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.

| Notes to the Consolidated Financial Statements

For the year ended 31 December 2007

2.3 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.

I

[ 1. . el vl ~ ., L 1 r
IN aCCordadnce wilh the oraup s inwernal |1

inancial repoitting, 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, leasehold land and land use rights,
interest in associates, inventories, receivables and operating cash,
and mainly exclude deferred income tax assets, intangible assets
and investments in securities. Segment liabilities comprise operating
liabilities and exclude items such as taxation, derivative financial
instruments and all borrowings. Capital expenditure comprises
additions to fixed assets, leasehold land and land use rights.

2.4 Foreign currency translation

(a) Functicnal and presentation currency
ltems included in the financial statements of each of the Group's
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented
in US dollars, which is the Company's functional and presentation
currency.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Summary of significant accounting policies (continued)

88

2.5 Property, plant and equipment {continued)

Depreciation is calculated to write off the cost on a straight-line basis
over the expected useful lives. The useful lives or principal annual rates
used are:

Hotel buildings and other buildings  Lower of underlying land lease
term or 50 years

Furniture, fixtures and equipment 0% to 33'/5%

Motor vehicles 25%

Plant and machinery 5% to 10%

The assets’ residual values and useful lives are reviewed, and adjusted if
appropriate, at each balance sheet date.

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 tess accumulated impairment, if any.
Properties under development are not depreciated.

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within other
operating expenses in the income statement.

| Notes 10 the Consolidated Financial Statements

For the year ended 3| December 2007

2.6 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 is classified and accounted for
as investment property without amortisaiion when Liw rest of lhe
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 probabte 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 Decernber 2007

Purchases and sales of investments are recognised on trade-date
— the date on which the Group commits to purchase or sell the

2 Summary of significant accounting policies (continued)
210 Investments

The Group classifies its investments in the following categories:
financial assets held for trading, loans and receivables and
available-for-sale financial assets. The classification depends on the
purpose for which the investmenis were acquired. Management
determines the classification of its investments at initial recognition and
re-evaluates this classification at every reporting date.

Amvm:muem_mmmma:m_lqo:;n::m
A financial asset is classified in this category if acquired principally
for the purpose of selling in the short term. Derivatives are also
categorised as held for trading unless they are designated as
hedges, Assets in this category are classified as current assets if
they are either held for trading or are expected to be realised

within |2 months of the balance sheet date,

{b) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
They arise when the Group provides money, goods or services
directly to a debtor with no intention of trading the receivable.
They are included in current asseis, except for maturities greater
than 12 months after the balance sheet date which are classified as
non-current assets. Loans and receivables are included in trade and
other receivables in the balance sheet (Note 2.12).

(¢} Available-for-sale financial assets
Awvailable-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 12
months of the balance sheet date.

90 | Notes to the Consolidated Financial Statements

asset. Investments are initially recognised at cost for all financial
assets. Investments are derecognised when the rights to receive cash
flows from the investments have expired or have been transferred
and the Group has transferred substantially all risks and rewards of
ownership. Financial assets held for trading are subsequently carried
at fair value based on current market clasing orices with realised

and unrealised gains and losses arising from changes in the fair value
inciuded in the income statement in the period in which they arise.
Loans and receivables are carried at amortised cost using the effective
interest method less-impairment with changes in carrying value to

be recognised in the income statement. Unlisted equity included in
available-for-sale financial assets are stated at cost less impairment
{which is charged to the income statement) as the fair value of these
financial assets cannot be reliably measured. Club debentures are
stated at fair value and the changes in fair value are recognised in
equity.

The Group assesses at each Um_mnnm,,mrmmﬁ date whether there is
objective evidence that a financial asset or a group of financial assets
1s 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.



16 | SWAWaIAS |eourlY PAERIOSUOT) Syl O SN

'31P 133YSs 30UB|EQ 2} JaYE SYIUOW
7)) 1SED| 1B JO AV |IGRI U JO JUSWS[1I3S J3Jep 01 W3 |rUCIIpUGIUN
ue sey dnougy syl s53fUN S3I1U|IGRI| JUSUIND SB PYISSE|D BJE SEUIMOIIOY

"POYIBW 153431U1 DAIISYR

3yl Buisn s8uimoulog 3y} JO poLIad Byl JIAC TUSLUDIRIS SWODUI 3]

Ul pasiudodal si anjea uondwapad ay: pue (S1S02 UONDBSURL JO 1aU)
3NJRA JIB) [B1IUI SY) UDIMIDC SDUSUBYIP AUE 350D PasI1LOWE 18 Po1eLs
Ajuanbasqns aue sBUIMOLIOQ 'SIIIND PUB SIXEY J3JSUBJ} PUB ‘s3BUBRLOX?
53M114N29s pue sapuade Arorendas Aq 53143 ‘SI3(BEP PUE SJa%0JQ
'SUBSIAPE ‘SIUSER O} pred suoISSILWOD pue 533} BuIpn|Dul ANjIge| [eIdueRUY
JO 1asse [eiduURUY B JO [esodsip Jo anssi ‘uoinsinboe ayj 01 3|qeINgULIe
A[123JIp 24 ey} $1SOD [RIUSWISIIUL S4B 51500 UOIDBSUR| “JUSWDIL]S
swodul sy ul pasiuBodad si (ssopuled anfea uigy) uondadul 1B 3njEA
dIB) puUB P3AIa2aL sPaRd04d Syl USIMIaq SDUAIBYID Y| PAJINIUl $IS0D
UOIDESURJY J© 13U *an(eA A7) 1B A({Rul pasiuBodad aue s3uimadlog

s8uimollogg|z

POYIBW 1SBUB1UI BAIID3YD B4 BUISN 1503 PISITJIOWE 1B PaJnseal
Alxuanbasqgns pue anjea Jiey je Ajjeriul pasiuSodad aue s3jqeded aped|

sa|qeded apeJ) ¢|'7

‘spaadoud
BT WO} "KEL JO JBU 'WOIDNpEp B SE AUND3 U uMmoys aJe suoildo Jo
$S4BYS MBU JO 3NSSI BY) O] 3|QEINGLIIIE AIBJIP SISOD [BIUSWRIDU|

A1inba se payissed ade saseys AseuipaO)

[ended aueysy|'7

193Ys IdUe[Rq 3Y) UO SSI|IGRI| TUSIIND Ul SUBO| JUBG UIYLIM UMOYS i
SYBIDIIA0 HUBG 'SYRIPIDAD JUBQ PUR 'SS3| JO SYLUOW 924Y] 10 SILINTBW
[eUIBIIO Ylim STUSWISIAUI PINDI| AY81y wusi-120us 43410 'SYUBG (1M

(18> 18 p|ay susodsp ‘puey Ul ysed spnpourl syuajeanba yses pue ysed

siug|eainba yses pue yses¢|7

JUSWATE]S SWODUI 3Y} Wi sasuadxe

DAITRJISIUILIPE 1SUESE PP DUE JO UM Ajsnotasad sjunowe
JO s3luaA003. Juanbasgng sajqeAIaDaU SPRJL O} JUNOIDE FIUBMO|E
3Y1 J5UIeEe YO USITHIM S| 1 “9|qIII3|[ODUN St B|QBAIIDIL IPRIY B USYAA
"$23uadXD BANBIISIUILIPE UIYIIM TUSLIIEIS SWodUl ayy) w pasiudoral
St $50| JO JUNOWE JY) PUB 'JUNOIIE FIUBMO|B UB 10 35N Yl Y3nory)
padnpadJ si s1asse ayy o unowe BUlALIed Y] I1BJ 1S3UBIUI DAIDYR
Y1 1B PILUNODISIP ‘SMO|f 4SED 2UNINJ PIIBWINSS JO aneA Juasald auy
pue junowe ZuiA1ied 53195SE SN USSMIS] S2UBUIYIP 3y} §I uoisiaoud
3Y1 JO WNOLWE 3y | 'S3|qBAIRIRJ JO SWUS) |euilo By} 01 Sulpiode
2Np SIUNOWE ||B 123]|02 01 2|q8 29 JoU ||Im dnoJcy ayl 1Byl 9dUapIAS
SAI133(QO 51 2U3YY USYM PBYSIIGRLSD Si $3|QRAI3DDJ UBYLO PUB SPEJ) JO
swaedus 1o} uoisiaosd v Juawdredull U0y uCIsIACLd 53| POYIBW
1S2491U1 9AIRY2 3y} Buisn 1503 pasiiiowe e paunseaw Ajjuanbasgns
pue anjea Jigy 18 A|[eiiul pasiuBodad a4k $3|qBAIRDAL JSYIO PUE 3pEJ|

S2|qRAIDIIL JDYIO PUE IPRIIT|T

osuadxa Bulas ajgeltea ajqedtdde $59 'SsULISNG JO 3SINOD
Adeuipao ay wr 331d Bul|as palewilse 3yl SI 3N|BA 3|GRSI[ESL 19N 'SISE

-

@BEJIAE PIIBIam B U0 poulwlsiap s eseydund j0 1500 Bulaq 1500

‘BN(RA 3|QESI[BSJ 12U PUE ]SO JO JOMO| 2] 1B PILBIS 34 SBLIOIUDAU|

SIIOIUBAUL | | T
(p3nunuod) saidijod unnunodde Juedyudis Jo AJewwng 7



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the year ended 31 December 2007

2 mc_.s:._m_‘.% of significant accounting policies (continued) Deferred income tax assets are recognised to the extent that it is
2.17Convertible bonds probable that future taxable profit will be available against which the

Convertible bonds issued are split into their liability and equity temporary differences can be utilised.

compenenis at initial recognition by recognising the liability component
Deferred income tax is provided on temporary differences arising on

investments in subsidiaries and associates, except where the timing of

at its fair value which is determined using a market interest rate
for equivalent non-convertible bonds and attributing to the equity
component the difference between the proceeds from the issue the reversal of the temporary difference is controlled by the Group
and the fair value of the liability component. The liability component
1s subsequently carried at amortised cost. The equity component is

recognised in the convertible bonds reserve until the bond is either

and it is probable that the temporary difference will not reverse in the
foreseeable future.

1.20Employee benefits
(i} Employee leave entitlements

converted (in which case it is transferred to share premium} or the
bond is redeemed (in which case it is released directly to retained
earnings). Employee entitlements to annual leave are recognised when they
accrue to employees. A provision is made for the estimated liability
for annual leave as a result of services rendered by employees up

to the balance sheet date.

2.18Pre-operating expenditure
Pre-operating expenditure is charged 1o the income statement in the

year in which it is incurred.
Employee entitlements to sick leave and maternity leave are not

2.19Deferred income tax recognised until ihe time of leave,

Deferred income tax is provided in full, using the liability method,
Pension obligations

The Group operates a number of defined benefit and defined
contribution plans, most of the assets of which are generally held

on temporary differences arising between the tax bases of assets (ii)
and liabilities and their carrying amounts in the consotidated financial

statements. However, if the deferred income tax arises from initial

recognition of an asset or liability in a transaction other than a

business combination that at the time of the transaction affects neither

in separate trustee administered funds. The pension plans are
generally funded by payments from emgloyees and by the relevant
Group companies, taking account of the recommendations of

accounting nor taxable profit or loss, it is not accounted for, Deferred
independent qualified actuaries for defined benefit plans.

income tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the balance sheet date and are
expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

92 | Notes to the Consolidated Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 3t December 2007

2.25Share-based compensation
The Group operates two equity-settled, share-based compensation
plans. For options granted on or before 7 November 2002, the Group
has taken advantage of the transitional provisions in HKFRS 2 under
which the fair value recognition and measurement policies have not
been applied. For options granted after 7 November 2002, the fair
value of the employee services received in exchange for the grant

2 Summary of significant accounting policies (continued)
2.22Revenue recognition (continued)
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 {uture cash flow discounted at original of the options is recognised as an expense. The total amount to be

effective interest rate of the instrument, and continues unwinding
the discount as interest income. lnteresl income on impaired loans
is recognised either as cash is collected or on a cost-recovery basis

as conditions warrant.

{v} Dividend income is recognised when the right to receive payment
is established.

2.230perating leases (as the lessee)

Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating leases.
Payments made under operating leases (net of any incentives received
from the lessor) are expensed in the income statement on a straight-
line basis over the period of the leases.

2.24Dividend distribution

Dividend distribution to the Company's shareholders is recognised as
a liability in the Group's financial statements in the period in which the
dividends are approved by the Company's shareholders.

94 | Notes to the Consolidated Financial Statements

expensed over the vesting period is determined by reference to the
fair value of the options granted, excluding the impact of any non-
market vesting conditions (for example, profitability and sales growth
targets). Non-market vesting conditions are included in assumptions
about the number of options that are expected to become exercisable,
At each balance sheel date, the entity revises its estimates of the
number of options that are expected to become exercisable. It
recognises the impact of the revision of original estimates, if any, in the
income statement, and a corresponding adjustment to equity over the

remaining vesting period.

The proceeds received net of any directly attributabie transaction costs
are credited to share capital (nominal value) and share premium when
the options are exercised. The related balance previously recognised in
the option reserve is also credited to the share premium.

2.26Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are
capitalised as part of the cost of that asset. All other borrowing costs
are charged to the income statement in the year in which they are
incurred,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the year ended 31 December 2007

3 Financial risk management (continued) the balance sheet date. The market equity index for the Hong
3.1 Financial risk factors (continued) Kong stock exchange, at the close of business of the nearest
(a) Market risk (continued) trading day in the year to the balance sheet date, and the
(ii) Price risk highest and lowest points during the year were as follows:
The Group is exposed to equity securities price risk

because investments held by the Group are classified on the 31 December Highilow 31 December High/Low
consolidated balance sheet as financial assets held for trading 2007 2007 206 1006
and are stated at fair value through profit or loss. Available-for- Hong Kong - 31,638/ 20001/
sale financial assets are investment in unquoted shares and not Hang Seng Index 27811 18,664 19964 14544

subject to price risk. The Group is not exposed to commedity

price risk. (b} Credit risk

The Group has no significant concentrations of credit risk. It has

Equity security price risk is the risk that the fair values of the policies in place to ensure that sale of rooms to wholesalers are

trading securities decrease as a result of changes in the vafue made to customers with an appropriate credit history. Sales to

of individual securities which are also affected by the change in retail custormers are made via credit cards to a significant extent.

the level of equity indices. Sales to corporate customers are made to customers with good
. . . credit history. The Group has policies that limit the amount of
For m.,:.wQ 5% amn_.m.mmm in the fair value .o*. the ﬁ&ﬂ_:m | global credit exposure to any customer.
securities, the carrying value of the trading securities will
decrease by US%$3,586,000 (2006:US%2,505,000) while the
Group's profit attributable to the equity holders of the
Company will decrease by US$3,090,000 (2006: US$2,090,000)

assuming that no account is given for factors such as

The maximum exposure of credit risk at the reporting date in
respect of each class of financial assets is disclosed in the notes to
the consolidated financiat statements of the relevant financial assets.
impairment which may have additional impact on the income () Liquidity risk
statement. Prudent liquidity risk management implies maintaining sufficient

cash and marketable securities, the availability of funding through
Based on the market value of all the trading securities as

at 31 Decemnber 2007, 97.8% (2006: 96.4%) of the Group's
trading securities are listed on The Stock Exchange of Hong

an adequate amount of committed credit facilities and the ability
to close out market positions. Due to the dynamic nature of
the underlying businesses, the Group Treasury aims to maintain

Kong Limited and are valued at closing market bid prices at flexibility in funding by keeping committed credit lines available.

96 | Notes to the Consolidated Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2007

The Group analyses its interest rate exposure on interest-rate
swap contracts based on the principal value and underlying

3 Financial risk management (continued)
3.1 Financial risk factors (continued)

(d) Cash flow and fair value interest-rate risk (continued)
The Group analyses its interest rate exposure on bank borrowings
based on the assumption that the loan position at year end could
be wholly refinanced and/or renewed. The Group calculates the
impact on income statement of a defined interest rate shift. The
same interest rate shift is used for alf currencies. The scenario is
run only for bank borrowings that represent the major interest-
bearing portion. Based on the simulation performed, the impact
on income statement of a one percentage increase would be a
maximum decrease of the Group's profit attributable to the equity
holders of the Company of US$1 1,064,000 (2006: US$8,200,000)
after interest capitalisation for properties under development.

The Group manages its cash flow interest-rate risk by using
floating-to-fixed interest-rate swap contracts. Such interest-rate
swap contracts have the economic effect of converting borrowings
from floating rates to fixed rates. Generally, the Group raises
long-term bank barrowings at floating rates. The Group closely
monitors the movement of interest rates from time to time and
enters into interest-rate swap contracts. Under the interest-rate
swap contracts, the Group agrees with other parties to exchange,
at monthly intervals, the difference between fixed contract rates
and floating-rate interest amounts calculated by reference to the
agreed notional principal amounts. However, these interest-rate
swap contacts do not qualify for hedge accounting. Changes in
the fair value of any contracts are recognised immediately in the
income statement.

98 { Notes to the Consoldated Financial Statements

terms of the contracts at year end. At 3| December 2007, if
interest rate is one percentage higher with all cther variables held
constant, the Group's profit attributable to the equity holders

of the Company would have been increased by U5%28.296,000
(2006: US$24.544,000) as a result of increase in fair value of these
contracts. If interest rate 1s one percentage lower, the Group's
profit attributable to the equity holders of the Company would
have been decreased by US$29,64%,000 (2006: US$26,201,G00).

3.2 Financial risk management

The Group's objectives when managing capital are to safeguard the
Group's ability to continue as a going concern in order to provide
returns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders, return capital to
shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capital on the basis of the gearing ratio. This

ratio is calculated as net debt divided by total capital. Net debt is
calculated as total borrowings (including current and non-current bank
borrowings and convertible bonds as shown in the balance sheet) less
cash and cash equivalents. Total capital is calculated as ‘equity’, as shown
in the balance sheet.
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4 Critical accounting estimates and judgments
Estimates and judgments are continually evaluated and are based on
historical experience and other factors. including expectations of future
events that are believed to be reasonable under the circumstances.

4.1 Critical accounting estimates and assumptions
The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed
below.

(a) Estimated impairment of goodwill
The Group tests annually whether goodwill has suffered any
impairment, in accordance with the accounting policy stated
in Note 2.8.The recoverable amounts of cash-generating units
have been determined based on value-in-use calculations. These
calculations require the use of estimates.

(b) Income taxes
The Group is subject to income taxes in numerous jurisdictions.
Significant judgment is required in determining the worldwide
provision for income taxes. There are certain transactions and
calculations for which the ultimate tax determination is uncertain
during the ordinary course of business, The Group recognises
liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due in accordance with local tax
practise and professional advice. Where the final tax outcome
of these matters is different from the amounts that were initially
recorded, such differences will impact on the income tax and
deferred tax provisions in the period in which such determination

is made.
100 | Motes to the Consolidated Financial Statements

{c) Estimate of fair value of investment properties
The best evidence of fair value is current prices in an active market
for similar lease and other contracts or valuation carried out by
independent firms of valuers annually. The Group’s investment
properties are stated at professional valuations at year end.

4.2 Critical judgments 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 judgment, 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. judgment 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 judgment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 Sales and segment information (continued)
Primary reporting format — geographical segments
Segment income statement
For year ended 31 December 2007 (US$ millicn)

For the year ended 31 December 2007

The People’s
Republic of China
Mainiand The
Hong Kong China Philippines  Singapore Thailand Malaysia Other Elimination Group

Sales

External sales 230.8 436.9 149.4 170.6 60.3 121.8 49.4 - 1,219.2

Inter-segment sales 7.1 19.3 8.8 4.9 28 3.7 1.7 (48.3) -
Total 237.9 456.2 158.2 175.5 63.1 125.5 511 (48.3) 1,219.2
Result

Segment results 32.7 86.3 30.0 55.8 21.6 36.9 17.3 - 280.8
Interest income 10.3
Dividend income 0.9
Net unrealised gains on financial assets held for trading 251
Fair value gains on investment properties 59.1
Fair value losses on derivative financial instruments

- interest-rate swap contracts (10.4)
Fair value gains on loans from minority shareholders 10.7
Unallocated corporate expenses (16.0)
Tax refund on reinvestment of dividend from

a subsidiary and an associate 32
Gain on disposal of partial interests in subsidiaries 9.1
Wiaiver of debt by a minority shareholder 4.7
Operating profit 3733
Finance costs {19.1)
Share of profit of associates (0.2) 85.7 - 1.9 - 23 (0.8) - 98.9
Profit before income tax 453.1

192 § Notes to the Consohdated Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 Sales and segment information (continued)
Primary reporting format — geographical segments (continued)

Segment balance sheet

As at 3|1 December 2007 (US$ million)

For the year ended 31 December 2007

The People’s
Republic of China

’ Mainland The

Hong Kong China Philippines  Singapore  Thailand Malaysia Other Elimination Group
Segment assets 3014 2,088.8 507.8 804.6 2323 418.0 429.2 (13.2) 4,768.9
[nterest in associates 393 218.8 - 869 - 287 45.3 - f119.0
Unallocated assets 125.9
Intangible assets 87.2
Total assets 6,101.0
Segment liabilities (80.7) (157.2) (39.0) {(30.8) (26.0) (25.6) (31.7) 13.2 (377.8)
Unallocated liabilities (1,537.9)

Total liabilities

104 | Notes 10 the Consolidated Financial Siztements

1,915.7
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 Sales and segment information (continued)
Primary reporting format — geographical segments (continued)

Segment income statement (continued)

For the year ended 3| December 2006 (LUS$ million)

For the year ended 31 December 2007

The People’s
Republic of China
Mainland The

Hong Kong China Philipnines  Singanore Thailand Malaysia Oiher Eilimination Group
Depreciation of property, plant and eguipment (14.0) {48.4) (19.5) (12.5) (9.0) (8.2) (3.3) - (114.9)
Amortisation of leasehold land and lang use rights (1.9) (5.8) - {0.2) - {0.3) (0.3) - (8.5)
Capital expenditures, excluding intangible assets 2.3 2756 329 4.1 18.4 28.6 156.2 - 538.1

Segment balance sheet
As at 31 December 2006 (US$ million)
The People’s
Republic of China
Mainland The

Hong Kong China _ Philippines  Singapore Thailand Malaysia Other Elimination Group
Segment assets 288.| l.666.2 4457 7163 204.8 3785 277.2 {169) 39599
Interest in associates 24.0 768.9 - 71.3 - 259 342 - 924.3
Unallocated assets 103.8
[ntangible assets 87.7
Total assets 50757
Segment habilities {69.4) (107.0) {33.3) (25.7) {17.5) (22.5) (21.5) 169 (280.0)
Unallocated liabilities (1.820.4)
Total liabilities (2.100.4)
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6 Financial instruments by category Liabilities Derivatives
The accounting pelicies for financial instruments have been applied to the at fair value not
line items below: through  qualifying Other
income  for hedge financial
Group statement  accounting  liabi Total

USP000 USSO00  USPO00  USEO000

Assets at  Derivatives

fair value not
through  qualifying  Availzble- Liabilities as per consolidated balance sheet
Loans and income  forhedge  for-sale
Receivables  statement  accounting assets Total 31 December 2007
USP000  USSO00  USE0O0  USEO00 LSTOMD Bank loans and overdrafts (Note 20) - - 1,245,867 1,245,867
Derivative financial instruments (Note 22) - 20,708 - 10,708
Assets 2 per consoldated balance sheet Due to minority shareholders (Note 23) 30,958 - - 30,958
Accounts payable and accruals {Note 25) - - 7405 377.405
31 December 2007 Total 30,958 20708 1623271 1,674938
flable-for-sale fnancial Note | - - - 4191 \
%HUMM_“H_M ,mﬂm _ﬁmﬁ o 509 - - - “ﬁ_v““ 31 December 2006
: . ' Bank loans and overdrafts (Note 20) - - 1522501 1522601
Accounts receivable (Note 15) [11.404 - - - 111404 _
: Convertible bonds (Note 21) - - 26,704 26,704
Due from associates (Note 12} B4783 - - - B4,783 o T
. ) Derivative financial instruments (Note 27) - 11,765 - [1,765
Financial assets held for trading (Nete 1) - 719 - - 71,710 o
Cash and cash equdlents (Note 17) 306 684 _ _ Y Due to minority shareholders (Note 23} 30439 - - 30439
- . §_.§ — " ms_ma Accounts payable and accruals (Note 25) - - WIS 171503
= : : — _ Tota 30439 1826808 1869012
31 December 2005
Availzble-for-sale financial assets (Note 13) - - - 4052 4052
Dertvative financial instruments (Note 22) - - 458 - £458
Other receivables {(Note 14) 390 - - - 39
Accounts receivable {Note 15) 92,181 - - - am
Due from associates (Note 12) . 1,366 - - - N 36!
Financial assets held for trading (Note {6) - 50094 - - 500%4
Cash and cash egufvalents {Note 17) 330,16l - - - 308l
Total 97707 50094 1,458 4050 55333

108 | Notes to the Consalidated Financial Statements
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7 _u_.O_um—,ﬂv‘. plant and equipment Freehold Furniture,  Properties
Group landand  Vehicles &  fixtures & under
Freehold Furnieure,  Properties buildings ~ machinery  equipment development Total
lndand  Vehicles &  fixtures & under USS000  USP000  USSI000  LS§000  USE000
buildings  machinery  equipment development Total Year ended 3| December 2007
USE000  USY000  USSTO0  USSC00  USSTO0 Opening net book amount 196,199 50,967 187,517 505178 2,659,86I
Exchange differences 120,170 1137 9.315 35930 168,152
At | January 2006 Additions 29620 8319 40,859 496332 575,130
Cost 2395.964 140349 439503 159874 3135700 Disposals (3233) (185) (h171) (200} {4810}
Accumulated depreciation (620,255) (86.236) (273808} - {(58025T) Disposal through selling of
Net book amount 75709 SADI3 165707 159674 2155403 : nmw_m_ interest in a subsidiary s e @ mw - mw (113)
Year ended 31 December 2006 fansEr . ' _ 024 He0s18) )
) Transfer to investment oroperties
Opening net book amount 1,775,709 %113 165,707 159874 2155403 (Note §) _ . . (2.150) (2.250)
Exchange differences 86924 2913 51 6,693 101,651 . _ '
' ’ D i 68,350 15916 50.771 - 135,037
Additions B3 630 3066 434 SHT Spreoet (8350 (5319 607 (155097
U_m_ugm_m Hw.mmmu ﬁ_wmv Aw,mmg G.wgw H_ _.mmwv ﬁ_om_:m net book amount M.umm-mou oo..ﬂ.w mAm_uum mma.A_ J w_mmo.mu_
Transler 42536 1,703 27294 {71533} - At 31 December 2007
Depreciation (61,268} {14018) (38.993) - {115,277 Cost 3171977 120,593 612,043 554411 4558974
ﬁ_om_gm net book amount _.m_m__mm mo.wmw _m“__.m: mOmA _“_.m M.mmo_mm_ Accumulated Qmﬁﬂmﬁ_wﬁ_os Am_u.uue :m__c_ 3 Gmw.wcwv - A__Nom.cAww
At 31 December 2006 Net book amount 1,358,607 99,571 148,336 554411 326093
Cost 2,628,248 153,757 489,22 505178 3776405
Accumulated depreciation 12045 (102750 (301.705) - (L6544
Net book amount 1916199 50,967 187517 505178 265986

110 | Notes to the Consolidated Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

8 Investment properties

2007 2006

Us$'000 US$'000

At | January 385,125 353,159

Exchange differences 27,039 23,140

Additions 45,865 2,862

Derecognised cost for replaced part (254) {1.871)
Transfer from property. plant and

equipment {Note 7) 2,250 -
Transfer from leasehold land and

tand use rights (Note 9) 4,469 -

Reclassified as deposit - (43,668)
Fair value gains (included in other

gains — net) {Note 27) 59,139 51,503

At 3| December 523,633 385,125

(a) The investment properties were revalued at 31 December 2007
by independent professionally qualified valuers on the basis of their

market value as a fully operational entity for existing use.

{b) The fair values of investment properties comprised:

2007 2006
Us$'000 US$'000

Qutside Hong Kong, held on:
Freehold 400,430 335,048
Leases of between 10 to 50 years 123,203 50,077
523,633 385,125

(¢) Details of investment properties of the Company's subsidiaries are

summarised in Note 42(a).
112 | Notes to the Consolidated Financial Statements

9 Leasehold land and land use rights

For the year ended 3| December 2007

2007 2006
Us$'000 LUS$000
At ) January
Cost 467,277 451,681
Accumulated amortisation {86,135) (76,538)
Net book amount 381,i42 375,143
Cpening net book wmount 380,142 375,i43
Exchange differences 15,600 8944
Additions 28,960 5534
Acquisition of a subsidiary
(Note 36(c)) 3842 -
Transfer to investment properties
(Note 8) (4.469) -
Amortisation of prepaid operating
lease payment {8.326) (8.479)
Closing net book value 416,749 384,142
At 3| December
Cost 513,142 467,277
Accumulated amortisation (96,393) (86.135)
Net book amount 416,749 381,142

All amortisation expenses in 2007 and 2006 have been included as part of

the other operating expenses.
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ZO)—erm .H.O r—..mm OOZMO—L—D\?\HW‘U _,UHZ\WZOm}r ml—x\/.ﬂmz —WZv—‘m For the year ended 3| December 2007

10 _:ﬂm:mmU_m assets (continued) (b) Armounts due from subsidiaries - unsecured
The principal companent of goodwill represented the excess of cost 2007 2006
of acquisition of the hotel management group, SLIM International US$'000 US$'0c0
Limited, over the fair value of the identified net assets acquired. Due
to the synergies of the combination of the hotel operation and hotel Non-current — interest bearing at
management sub-groups, the goodwill impairment assessment is based HIBOR plus 19 per annum with
on the future cashflows generated from these sub-groups. In view of the fixed repayment term - 56,700
overall performance of the Group, provision for impairment losses is not Current 367,174 361.196
considered necessary. 367,174 417,896
I I Investments in and balance with subsidiaries Current balance comprised:
{a) Investments in subsidiaries 2007 2006
2007 2006 US$’000 US$'000
US$'000 Us3$'000
Company Interest bearing at — HIBOR plus
1% per annum with fixed :
Investments, at cost repayment term - 7.088
C:_m.ﬂma shares 1,701,321 1.701.304 Interest free repayable on demand 367,174 354,108
Equity loans 1,318,115 552,431 367,174 361,196
3,019,436 2,253,735

{c) Amounts due to subsidiaries as at 31 December 2007 and 2006 are

Equity loans are unsecured, interest-free with no fixed repayment unsecured, interest-free and repayable on demand.

terms.

{d) Details of principal subsidiaries are set out in Note 40{a}.

114 | Motes to the Consolidated Financial Statements
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|2 Interest in associates and due from associates | 3 Available-for-sale financial assets
(continued) 2007 2006
{e)} The Group's interest in its associates, all of which are unlisted, pursuant US$'000 US$'000
to HKAS 28 “Investments in Associates”, after making appropriate
adjustments to conform with the Group's accounting policies, were as Equity securities:
follows: Overseas unlisted shares, at cost 1,916 1916
- Exchange differences 207 83
¥ — Provision for impairment losses (14) —
Paidwp Country of Profiy  interest 2,109 1,999
Name capital  incorporation Assets  Liabilities  Revenues (loss) held Club debentures, at fair value 2,082 2,053
US$1000 USF000  LSP000  LSSOD0  US$000 4.191 4,052
007 There were no disposals on available-for-sale financial assets in 2007 and
2006.
China World Trade 240,008 The People's S8 43343 114480 61468 50 |
Center Ltd Repubiic of China The maximum exposure to credit risk at the reporting date is the fair
Others - - BRI A1 1029 3741 - value of the available-for-sale financial assets mentioned above.

[,753.558 614566 4741 9890I

2006

ChinaWorld Trade 240000  The People’s 861101 420940 104561 1870 50 "
Center Ltd. Republic of China |

Others - - 05 ISHMD 137 13206 -

1496236 571980 218283 41957

114 | Notes o the Consohidated Financial Statements
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Zoqm@ w—‘.o v—..Im OOZMO—\—U>1—..mD MUHZ\?ZOF\WHn MH\?\—szmZ\—JM For the year ended 31 Decemnber 2007

|5 Accounts -.mnm_<m_u_m. prepayments and QmUOm-ﬂw The carrying amounts of the Group's trade and other receivables are
(continued) denominated in the following currencies:
(b} (continued)
Trade receivables that are less than three months past due are not 2007 2006
considered impaired. As of 31 December 2007, trade receivables US$'000 Us3'000
of US$20,849.00C (2006: US$17,704,000) were past due but not
impaired. These relate to a number of independent customers for Hong Kong dollars 21,461 20,623
whom there is no recent history of default. The ageing analysis of these US dollars 4,159 3013
trade receivables is as follows: Renminbi 24,300 13,110
Singapore doliars 4,731 ii7i6
2007 2006 Zm_wva_m Ringgit 6,732 8717
US$'000 US$000 Thai Bant 4438 &4
Philippine Pesos 15914 12,854
Euros 3,519 -
m - M Bo:ﬁ”m :_w.www _N_ywm_m Other currencies 16,130 18,104
— 6 months . ,
Over 6 months 484 838 111,404 32,287
20,849 17,704

Movements on the Group's provision for impairment of trade

receivables are as follows:
As of 31 December 2007, trade receivables of US$1,321,000 (2006:

US$1,696,000) were considered impaired. These receivables were all

2007 2006
f han th hs.

overdue for more than three months US$'000 US$'000
At | January 1,696 1.604
Exchange difference 86 57
Provision for receivables impairment 1,273 1,132

Receivables written off during the
year as uncollectible (421) {81)
Unused amounts reversed (1.313) (1,016)
At 3| December 1,321 1,696

118 | Notes to the Consolidated Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the year ended 31 December 2007

| 8 Share capital (a) The following option shares at various exercise prices granted to
Amount option hotders of the Company under the Executive Option Scheme
No.of  Ordinary Share and the New Option Scheme were exercised:
shares shares  premium Total

{'000)  US$'000 US$'000 Uss$'000

Namber of eption shares issved
AUHKIB26  ACHKIOBY  ACHKSBIB  ACHKSER) AcHK31LAD AcHKSIAED

Authorised peroption  peroption  peropdon  peroption  peroption  per cption Total
- Ordinary shares share share share hare share share  consideration
of HK$ 1 each US3000
At 3| December 2006 In year 2007
and 3| December 2007 5,000.000 646,496 - 646496 oy 7,08 - el - 00 - o
- February - - 67,921 50,000 125,000 - b
tssued and fully paid Match S0 % N0 600 - o
- Ordinary shares Agri - - - 0,000 152,000 - 5
of HK$1 each May - 5% - 000 984000 - 1,59
June - - - - 375000 75000 0
At | January 2007 2,560.753 330,676 894,134 1224810 W ki - SR s
Exercise of share options w:wsem 208 ) S me B 45
- allotment o shares Octaber 8 s 69 B T R
{Note (a)) 6,796 877 8,740 9.617 Novermber S TN L - 131 30000 6
- transfer from option December - - - - 50000 0000 n
reserve - - 2,044 2,044 For the yezr ended
Issue of shares upon 31 December 2007 T 475950 194N D0M0 4383000 80500 9517
conversion of convertible
bonds {Note (b)) 26,252 3,387 31,947 35,334 mﬂws? ) ] L am ] ) o
Rights issue (Note (c)) 287,687 37,121 625,651 662,772 My CHIOW SOSE 000 1000 1061000 - o
At 3| December 2007 2,881,488 372,061 1,562,516 1,934,577 June 11400 €000 - - 280000 - 9
Juty [ 445 540.848 - 150000 125000 - 1085
At | January 2006 2,527,439 326,377 854,740 1,181,117 August 67084 116253 €732 - 14000 - m
Exercise of share options Seplember 5411 - - oM i - 7
— allotment of shares Qctober 448,207 633611 3200 - 182,000 - 1857
N 8,135 ) 9 Noveriocr - - - - G - 9
(Note (a)) _ 050 8.592 9.642 December “0 3% - - 1B - 07
— transfer from option p—
Feserve - - 863 863 3) Decernber 2006 LINJSE IS66% 1G85 60000 BHONN - 340
Issue of shares upon
conversion of convertible . _ .
bonds (Note (b)) 25,179 3,249 29.939 33,188 The weighted average closing price of the shares immediately before
At 3| December 2006 2,560,753 330,676 894,134 1,224.810 the dates on which the options were exercised was HK$21.20 (2006:
HK$15.46).
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18 Share nmbmnm_ (continued) Outstanding option shares at the end of the year have the following expiry
Share options dates and exercise prices:
Share options are granted to directors and to key employees. The exercise
price of the granted options is equal to/higher than the closing price of the
shares on the date of the grant. Options are conditional on the directors
and employees completing one year's service {the vesting periocd). The
options are exercisable starting one year from the grant date and the
options have a contractual option term of ten years. The Group has no

. Number of option shares as at
Exercise price

in HK$ per 31 December 3| December
Expiry date opticn share 2007 2006

Executive Option Scheme

legal or constructive obligation to repurchase or settle the options in cash. 30 April 2008 896 765 008 | 465 456

i4 January 2010 8.82 1,210,294 685,244

The Company has two share option schemes: the Executive Option 14 January 201 | 8.18 67,921 467332

Scheme and the New OU.EOD Scheme. 2043273 3619032

. . . . New Option Scheme

Movements in the number of outstanding option shares and their related 30 June 2007 (160 _ 200,000

weighted average exercise prices are as follows: 30 June 2007 1460 _ 37500

2 May 2008 [1.60 50,000 50,000

For the year ended For the year ended 30 Jure 2008 14.60 37,500 -

31 December 2007 31 December 2006 28 May 2012 6.8 1,310,000 1,540,000

Average Average 27 Aprii 2015 [1.60 10,462,000 14,745,000

exercise price Number exercise price Number [5 june 2016 14.60 6,250,000 6,950,000

in HK$ per of option  in HK$ per of option 18,109,500 23.522.500
option share shares  option share shares

N ti ted during th ded 31 D ber 2007.
At | January 169 27,1415 026 29023876 O OpHon was grafted cliring the year ende ecember

Granted - - 14.60 7,080,000
Exercised 10.97  (6,796,309) 9.19 (8.134,844)
Lapsed 13.04 (192,500 1112 (827,500)
At 31 December .92 20,152.713 1169 27441532

122 | Notes to the Consolidated Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the year ended 31 December 2007

19 Other reserves

Convertible Capital Exchange Contributed
Option bonds redemption fluctuation Capital Other surplus Total
US$'000 US$'000 US%'000 US$'000 US$'000 US$000 US$'000 US$'000

Group
Balance at | January 2006 3,468 6,122 10,666 (72,286) 601,490 1,368 389,741 940,569
Currency translation differences - - - 147,552 - - - 147,552
Issue of shares upon conversion

of converiibie bonds - {3499) - - - - {3,499
Granting of share options 4415 - ~ - - — - 4415
Exercise of share options

- transfer to share premium {863) - - - - - — {863)
Balance at 31 December 2006

and | January 2007 7,020 2,623 10,666 75,266 601.,4%0 1,368 389,741 1,088,174
Currency translation differences - - - 226,371 - - ~ 226,371
Transfer to income statement on disposal

of partial interests in subsidiaries - - - (3,088) - - - (3,088)
Issue of shares upon conversion

of convertible bonds - (2.623) - - - - - (2,623)
Granting of share options 2,484 - - - - - - 2,484
Exercise of share options

— transfer to share premium (2,044) - - - — — — (2,044)
Balance at 3| December 2007 7,460 - 10,666 298,549 601,4%0 i,368 389,741 1,309,274

124 | Motes to the Consolidated Financial Statements
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|9 Other reserves (continued) 20 Bank loans and overdrafts
{c) As at 3| December 2007, the Group's distributable reserves 2007 2006
comprised: US$'000 US$000
2007 2006 Owverdrafts — unsecured {(Note 17) 34 112
US$'000 . U5%'000 Bank loans — secured (Note 37(c)) 52,774 3
Bank loans — unsecured 1,193,059 1,522,486
The Company 1,245,867 1,522,601
Distributable retained earnings 100,427 81.684
Contributed surplus 1,524.25 528,43 The maturity of bank loans and overdrafts is as follows:
1,624,658 [,605.915
mc_mum.ma_mumm M__/_oﬂmm .3 M:a :8 499,692 5568 2007 2006
istributable retained earnings . 649.56 US$'000 US$'000
Associates (Notes (i) and (i)
Distributable retained earnings 207,267 142,940 Within | year 91928 42.888
Between | and 2 years 18,118 162,261
Notes: Between 2 and 5 years I,119,822 1,317,452
Wholly repayable within 5 years 1,229,868 1,522,601
(i) The distributable retained earnings of subsidiaries and associates Over 5 years 15,999 —
are the corresponding share of retained earnings which are 1,245,867 1,522,601

distributable as shown in the statutory financial statements of those

ies aft i iate withholding tax.
companies after deducting appropriate withholding tax In 2007, the Group refinanced part of the borrowings that fell due within

(i) There are differences between the retained earnings included one year, by entering into new loan agreements at lower interest cost. The

. . . e Group has also utilised the proceeds from the rights issue to repay certain
in the Group financial statements of certain subsidiaries and borrowings
. . . . Wi .
associates, and those in their statutory financial statements, as the 8

former have been adjusted for the purpose of complying with the
Group's accounting policies.

126 | Notes to the Consolidated Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

21 Convertible bonds {(continued)

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 |9),

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

2007 2006
US$'000 US$'000
Face value of convertible bonds issued
on {5 March 2004 200,000 200,000
Issuing expenses (3.185) (3,185)
Equity component {20,075) (20.075)
Liability component on initial
recognition on |5 March 2004 176,740 176,740
Accumulated interest expense
(Note 30) 17,319 16918
Amount converted to ordinary shares
of the Company (194.059) {166,954)
Liability component - 26,704

During the year, the entire outstanding convertible bonds with face
value U5%26,132,000 were converted and 22,035,629 ordinary shares
of the Company were allotied during the year (Note |8(b)). In addition,
4,216,216 ordinary shares were allotted during the year for convertibie
bond with face value US$5,000,000 being converted in year 2006.

128 | Nates to the Consolidated Finarcial Statements

For the year ended 3| Cecember 2007

22 Derivative financial instruments

2007 2006
LUS$'000 US$'000
Liabilities
Non-current portion of interest-rate
swap contracts — non hedging 20,708 [ 1.765
Assets
iNon-current portion of interesi-raie
swap contracts — non hedsing - (1,458)
Net liabilities 20,708 10,307

The notional principal amounts of the cutstanding HIBOR and

LIBOR interest-rate swap contracts at 31 December 2007 were
HK$4,760,000,000 and US$100,000,000, respectively {31 December 2006:
HK$4,460,000,000 and US$100,000,000 respectively).

At 3] December 2007, the fixed interest rates vary from 4.28% to 4.70%
per annum (31 December 2006: 4.335% to 4.70%).
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24 Deferred income tax Deferred income tax assets are recognised for tax loss carry forwards to
the extent that realisation of the related tax benefit through the future

taxable profits is probable. As at 31 December 2007, the Group has the
following unrecognised tax losses to carry forward against future taxable

Deferred income tax assets and liabilities are calculated in full on
temporary differences under the liability method using a principal taxation
rate of 17.5% (2006: 17.5%) for subsidiaries operating in Hong Kong.

Deferred income tax assets and liabilities of overseas subsidiaries are income.
calculated at the rates of taxation prevailing in the countries in which the
respective subsidiaries operate. Group
2007 2006
The movement on the deferred income tax account is as follows: US$'000 US$'000
Group With no expiry date 3,553 4,114
2007 2006 Lapsed within the next five vears 27,089 14,239
UsS$'000 US$'000 30,642 18,353
At | January 211,386 197,046
Exchange differences 4,182 5,086
Disposat of partial interests in a
subsidiary {Note 36(b)) (6,168) -
Deferred taxation charged to income
statement {Note 32) 1,594 9,254
At 31 December 210,994 211,386

130 | Notes to the Cansglidated Financial Statements
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24 Deferred income tax (continued) 26 Expenses by nature
The following amounts which are expected only to be substantially Expenses included in cost of goods sold, marketing costs, administrative
recovered/settled after more than twelve months from the balance expenses and other operating expenses are analysed as follows:
sheet date, determined after appropriate offsetting, are shown in
the consclidated balance sheet. 2007 2006
2007 2006 Us$'000 LS$'000
US$'000 US$'000
Depreciation of property. plant and
Deferred income tax assets (2,294) (555) equipment (net of amount capitalised
Deferred income tax liabilities 213,288 211,941 of US$i85,000 (2006: US$352,000))
Amortisation of leasehold land and
land use rights (Note 9) 8,326 8,479
25 Accounts payable and accruals Amortisation of trademark and
2007 2006 website development (Note |0) 942 540
Us$'000 US$'000 Employee benefit expenses (Note 28) 320,379 265,044
Cost of inventories sold or consumed
Trade payables 64,374 48,637 in operation 146,299 123,441
Loss on disposal of property, plant and

Construction cost payable and

accrued expenses 313,031 228,866 equipment and partial replacement

of investment properties 2,407 4,835
Discarding of property, plant and
equipment due to renovation

377,405 277,503

At 31 December 2007, the ageing analysis of the trade payables was as of hotels 630 4,194

follows: Operating lease expenses 16,644 14,292

Pre-operating expenses 22,101 7771

i 2,484 4415

L5$000 U>$1000 under development - 2,758

Auditors' remuneration 941 862
0 — 3 months 60,687 46,465
4 — &6 months 1,526 531
Over 6 months 2,161 [.64 1
64,374 48,637
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the year ended 31 December 2007

28 mq.:U_Ov‘mm benefit expenses {(continued) Total pension cost including charges for directors charged to the income
The Group's subsidiaries in the PRC, Singapore and Malaysia participate statement for the year under all pension schemes was US$17.802.000
in defined contribution schemes managed by the respective local (2006: US313,625,000).

governments in these countries. Contributions are mace based on a
perceniage, ranging from 7% to 26%. of the employees’ salaries and
bonuses, if applicable. and were charged to the profit and loss account as
incurred. The maximum contributions by the subsidiaries for each employee
for the Group's subsidiaries in Singapore are fixed by the Singapore
government at 53653 (equivalent to US$451) per month for manthly
saianes and bonus payment. The employees of the Group's subsidiaries in
Singapore and Malaysia are also required to contribute 20% and 12% of

their gross salaries and bonus, if applicable, to such fund respectively.

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 ). Manalang, a qualified
actuary at 31 December 2006 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 8% per annum and salary will
increase by 5% per annum. Based on this report, both Makati

Shangri-La Hotel & Resort, Inc., Edsa Shangri-La Hotel & Resort, Inc.

and Mactan Shangri-La Hotel & Resort, Inc. have unrecognised actuarial
losses of Peso 15,782,000 (equivalent to US$379,000). Peso 2,301,000
(equivalent to US$55,000) and Peso 7,100,000 (equivalent to USH170,000)
respectively. :
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29 Directors’ and senior management’s emoluments (continued)
The remuneration received from the Group by every Director of the Company for the year ended 31 December 2006 is set out below:

For the year ended 31 December 2007

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
U5$'000 US$'000 US$'C00 US$000 US3'000 US$'000 US$'0c0 Us$000
Mr KUOK Khoon Loong, Edward 201 139 2581 - 231 8 - 3,160
Mr LUl Man Shing 5 - - - - - - 5
Mr Giovanni ANGELINI 146 396 3613 - 201 86 - 4,442
Mr NG Si Fong, Alan - 193 250 - 126 8 - 577
Madam KUOK Oon Kwong 24 168 266 - 5 3 - 466
Mr HO Kian Guan 52 - - - - - - 52
Mr LEE Yong Sun 19 - - - - - - 19
Mr Roberto V. ONGPIN 19 - - - - - - 19
Mr Alexander Reid HAMILTON 39 - - - - - - 39
Mr WONG Kai Man 19 - - - - - - 19
Mr Timothy David DATTELS 19 - - - - - - 19
™r HO Kian Hock? - - - - - - - -
Mr YE Longfei® - 464 774 - 7 2 - 1,247
MrTOW Heng Tan 19 - - - - - - 19

Notes:

(1} Mr HO Kian Hock is Alternate Director to Mr HO Kian Guan.

{2) MrYE Longfei resigned as Director on 27 March 2007.

(3) Mr Michael Wing-Nin CHI\ was appointed as Director on 6 June 2007,

(4) Other benefits include housing, holiday warrant, medical expenses and insurance premium. Pursuant to the Executive Option Scheme and the New Option Scheme of the Company {Note |8). the Company granted to the

Directors options to subscribe for shares in the Company subject to terms and conditions stipulaied therein. The fair values of eption shares granted to the Directors in 2005 and 2006 were included in the total expenses on

share options granted (MNote 26).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29 Directors’ and senior management’s emoluments (continued)
(i) Under the New Option Scheme (continued)

Closing
price per

For the year ended 31 December 2007

Excess of
weighted

share on the No. of option average closing

business day  No. of option No. of option shares price per share

immediately  shares held No. of opticn shares held as at Exercise price  on exercise

before date as at | January shares fapsed exercised 3| December per option date over
Date of grant of grant 007 y 2007 shiare is€ price Cxercisable Meriod

HK$ HKD HK$
Mr Giovanni 28 April 2005 | 500,000 - - 500,000 11.60 - 28 April 2006 - 27 April 2015
ANGELINI 28 April 2005 [ 500,000 - - 500,000 [1.50 - 28 April 2007 - 27 April 2015
16 June 2006 I 1400 100,000 - - 100,000 14.60 - [6 June 2007 - 15 june 2016
16 june 2006 I 1400 100,000 - - 100,000 14.60 - 16 June 2008 - 15 June 2016
Mr NG Si Fong, 29 May 2002 I 60,000 - - 60,000 681 - 29 May 2003 - 28 May 2012
Alan 29 May 2002 il 60,000 - - 60,000 681 - 29 May 2004 - 28 May 2012
28 April 2005 | 150,000 - - 150,000 1160 - 28 April 2006 - 27 April 2015
28 April 2005 I 150,000 - - 150,000 [1.60 - 28 Apnil 2007 - 27 April 2015
16 June 2006 | 50,000 - - 50,000 14.60 - 16 june 2007 - 15 June 2016
16 June 2006 I 50,000 - - 50,000 14.60 - 16 june 2008 - 15 June 2016
Madam KUOK 28 April 2005 | 150,000 - - 150,000 1150 - 28 April 2006 - 37 April 2015
Oon Kwong 28 April 2005 I 150,000 - - 150,000 1160 - 28 April 2007 - 27 April 2015
16 June 2006 I 60,000 - - 60,000 14.60 - [6 June 2007 - 15 Jure 2016
16 June 2006 I 60,000 - - 60,000 14.60 - 16 June 2008 - 15 June 2016
Mr HO Kian Guan 28 April 2005 _ 75,000 - {75,000) - (1.60 818 28 April 2006 - 27 April 2015
28 April 2005 [ 75,000 - {75,000} - [1.60 8.18 28 April 2007 = 27 April 2015
16 June 2006 _ 30,000 - {30,000) - 14.60 6.35 16 June 2007 = 15 June 2016
16 June 2006 [ 30,000 - - 30,000 (4.60 - 16 June 2008 - 15 June 2016
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Zoqmw v—‘o v—JIm OOZ@OF—D\)\H,“WD ~U~2>ZO~>—L Mv—a\/v_‘.mzmz\._..m For the year ended 31 December 2007

29 Directors’ and senior management’s emoluments (continued)
Movements of option shares granted to the Directors for the year ended 31 December 2006 are as follows:
(i) Under the Executive Option Scheme

Closing Excess of
price per weighted
share on the Neo. of option average closing
business day  No. of option No. of option shares price per share
immediately  shares held  No. of option  No. of option shares held as at  Exercise price  on exercise
before date asat | fanuary shares granted  shares lapsed exercised 3| December per option
Daie of grant  Tranchie of grant 2606 during the year g the year 200 share Exercisable Period
HES HK$
Mr Gigvanni |5 January 2000 f 830 266,505 - - (266,505) - 882 663 1S January 2001 - 14 January 2010
ANGELINt 5 [anuary 2000 l 830 266,505 - - {256,505) - 882 663 15 January 2002 - |4 January 2010
MrYE Longfei 5 Januzry 2001 _ 780 339,608 - - {339,606) - 8.8 662 15 Janvary 2002 - 14 January 201
5 January 2001 [ 780 339,606 - - (260,394) 79212 818 662 15 January 2003 - 14 Janvary 2011
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For e year ended 31 Decerber 2007
29 Directors’ and senior management’s emoluments (continued)
(ii) Under the New Option Scheme (continued)
Closing Excess of
price per weighted
share on the No. of option average closing
business day  No. of eption No. of option shares price per share
immediately  shares held No. of option  No. of option shares held as at  Exercise price  on exercise
before date asat | January shares granted  shares lapsed exercised 31 December per option date over
Date of grant  Tranche of grant 2006 during the year during the year during the year 2006 share  exercise price Exercisable Period
HKS HKE HK$
Mr NG Si Fang, 29 May 2002 [ 6.80 60,000 - - - 60,000 681 - 29 May 2003 - 28 May 2012
Alan 29 May 2002 I 6.80 60,000 - - - 60,000 681 - 29 May 2004 - 28 May 2012
28 April 2005 [ [1.75 150,000 - - - 150,000 [1.50 - 28 April 2006 - 27 April 2015
28 April 2005 I [1.75 150,000 - - - 150,000 1150 - 28 April 2007 - 27 April 2045
16 june 2006 I 1400 - 50,000 - - 50,000 [4.60 - 16 June 2007 - 15 June 2016
16 june 2006 [ 14,00 - 50,060 - - 50,000 1450 - 16 June 2008 - 15 June 2016
Madam KUOK 28 April 2005 _ [1.75 (50,000 - - - 150,000 [1.50 - 28 April 2005 - 27 April 2015
Oon Kwong 28 April 2005 [ [1.75 150,000 - - - 150,000 [1.50 - 28 April 2007 - 27 April 2015
16 June 2006 I [4.00 - 60,000 - - 60,000 14.50 - 16 June 2007 - 15 June 2016
6 June 2006 I [4.00 - 60,000 - - 60,000 14.60 - [6 June 2008 - 15 June 2016
Mr HO Kian Guan 28 April 2005 _ [1.75 75000 - - - 75,000 [1.60 - 28 April 2006 - 27 Apnil 2015
28 April 2005 I 175 75,000 - - - 75,000 [1.60 - 28 April 2007 - 27 April 2015
16 June 2006 _ 1400 - 30,000 - - 30,000 14,50 - 16 June 2007 - 15 June 2016
6 june 2006 I 1400 - 30,000 - - 30,000 (450 - [6 June 2008 - 15 June 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29 Directors’ and senior management’s emoluments (continued)
(ii) Under the New Option Scheme (continued)

For the year ended 31 December 2007

Closing Excess of
price per weighted
share on the No. of option average closing
business day  No. of option No. of option shares price per share
immediately  shares held No. of option  No. of option shares held as at  Exercise price  on exercise
before date as at | fanuary shares granted  shares lapsed exercised 3| December per option date over
Date of grant  Tranche of grant 2006 during the year during the year during the year 2006 share  exercise price Exercisable Period
=g HK$ HKS
MrYE Longfei 29 May 2002 [ 680 150,000 - - {150,000) - 681 199 9 May 2004 - 28 May 2012
28 April 2005 [ [1.75 250,000 - - - 250,000 [1.60 - 28 April 2006 - 27 April 2015
28 April 2005 l 175 250,000 - - - 250,000 [1.60 - 28 April 2007 - 27 April 2015
16 june 2006 [ [4.00 - 100,000 - - 100,600 14.60 - 16 June 2007 - 15 June 2016
(6 fune 2006 [ 14,00 - 100,000 - - 100,000 [4.60 - 16 June 2008 ~ |5 June 2016
MrTOW HengTan 28 April 2005 ! [175 75000 - (75,000} - - [1.60 - 28 April 2006 - 27 April 2015
28 Agril 2005 I [1.75 75,000 - (75,000} - - [1.60 - 28 April 2007 - 27 April 2015
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 Share of profit of associates

Share of associates’ profit in 2007 included US$17,543,000 (2006:
US$6,177.000) share of the fair value gains of investment properties
after provision for deferred tax fiabilities. Share of associates’ taxation
for 2007 included a reversal of provision for deferred tax liabilities of
US$30,268,000 due to reduction of income tax rate in Mainland China
from 33% to 25% effective | January 2008.

Share of prefit in 2006 was stated after the share of loss of US$14,677,000
due to the implementation of the share refurm scheme of a listed
subsidiary in Mainland China owned by an associate.

32 Income tax expense

2007 2006
° Us$'000 US3$'000

Current income tax
— Hong Kong profits tax 13,583 11,355
— Overseas taxation 63,715 42,882
Deferred income tax (Note 24) 1,594 9.254
78,892 63,49

Share of associates’ taxation for the year ended 31 December 2007 of
US$%.654,000 (2006: US$32,255,000) is included in the income statement
as share of profit of associates.

The taxation on the Group's profit before taxation differs from the
theoretical amount that would arise using the taxation rate of the home
country of the Company as follows:

146 | MNotes to the Consolidated Financial Statements

For the year ended 31 Decemnber 2007

2007 2006
UsS$'000 USF000
Profit before income tax 453,117 282,820
Calculated at a taxation rate of 17.5% 79,295 49,494
Effect of different taxation rates of
subsidiaries operating
in other countries 19,354 16,681
Income not subject to 1axation (42,678) (42,353)
Expenses not deductible
for taxation puirposes 27,209 33138
Tax effect on unrecognised tax losses 2,733 5362
WHilisation of previously unrecognised
tax losses (5) (2.656)
Effect on opening net deferred taxation
resuiting from a decrease in tax rate (6,594) -
Under/{over) provision in prior year 1,481 (68)
Withholding tax 3,004 3,333
{Recagnition}/derecognition of deferred
tax assets by subsidiaries (1,964) 3,233
Tax incentive (2,884) (2,201
Others (759) {774)
Taxation charge 78,892 63491

(a) Hong Kong profits tax is provided at a rate of 17.5% (2006: 17.5%) on
the estimated assessable profits 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the year ended 31 December 2007

34 Earnings per share (continued) 35 Dividends
Diluted {continued)
For the years ended 3| December 2007 and 2006, all the share options 2007 2006
issued under the Executive Option Scheme and the New Option Scheme UsS$'000 USE'000

have the greatest dilution effect. Interim dividend paid of HKI5 cents

(2006: HK| 3 cents) per ordinary share 55,692 42,638

2007 2006 Proposed final dividend of HK12 cents
Profit attributable to equity holders {2006: HK10 cents) per ordinary share 44,631 33,295
of the Company (US$'000) 340,863 202,173 100,323 75933

Weighted average number of ordinary At a meeting held on | April 2008, the Board proposed a final dividend of

m.rm:.mm in issue ?ror_mm:n_m.v 2,671,209 2536510 HK 12 cents per ordinary share for the year ended 31 December 2007, this
Adjustments for — share options proposed dividend is not reflected as a dividend payable in these financial
(thousands) 10,360 7.787

statements but will be reflected as an appropriation of retained earnings

Weighted average number of ordinary for the year ending 3| December 2008.

shares for diluted earnings per share

{thousands) 2,681,569 2,544,257
Diluted earnings per share
{US cents per share) 12.71 795

148 | Notes to the Consolidated Financial Statements
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36 Notes to the consolidated cash flow statement The assets and liabilities disposed are as follows:
(continued)
(b) Disposal of partial interests in subsidiaries in 2007 Fair value
(i} In June 2007, the Group disposed 80% equity interest out of its and carrying
wholly owned subsidiary, Tianjin Kerry Real Estate Development amount
Co., Ltd., an investment holding company incorporated in The US$'000
People’s Republic of China which currently owns a piece of land Fixed assets {Note 7) 15
for property development in Tianjin. This disposal was part of the Prepayments and deposits 92,698
connected transactions relating to the joint development of a site Cash and cash equivalents 1997
in Tianjin as approved by the independent sharehoiders of the Other liabilities (424)
Company in September 2006. Provision for deferred tax liabilities {6.168)
Shareholder's loan {12,684)
The total cash consideration for the disposal of the 80% equity Net assets 75,534
interest and assignment of proportionate share of amounts due to Share of net assets disposed (60-427)
the Group was U5$76,344,000. Share of net assets owned by the Group
after disposal (Note 12} 15,107
US$000 (i) In March 2007, the Group transferred a 25% equity interest in
Details of the disposal: a wholly owned subsidiary which owns the project company of
. . . . Shangri-La Hotel. Wenzhou and proportionate shareholder's loans
Cash noJm_am_,mﬁ_o: ﬂmnm_.,\ma. in June 2007 76344 to a third party at a total cash consideration of US$$5,600,000. The
Less : fair value of effective interest ) i
of net assets disposed (60.427) Group recoerded a gain of US$1 1,000 on disposal.
: fair value of shareholder’s loan disposed (10,147)
L income tax on disposal (1,608) (iii) In Septermber 2007, the Group transferred a total of 20% equity
: stamp duty and professional fee on disposal (38) irterest and proportionate shareholder’s loans in the wholly owned
Add : exchange reserve transferred subsidiary which owns Shangri-La Hotel, Guangzhou to three
to income statement 2,004 connected persons. The total cash consideration for the transfer
Gain on disposal 6,128 was US$20,840,000. The net proceeds was US$20,694,000 after

income tax and stamp duty on disposal of US$%146,000. The Group
recorded a gain of U5$2,962,000 on disposal.

150 | Notes to the Consolidated Financial Statements
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37 Financial guarantees, contingencies and charges over
assets (continued)
(a) Financial guarantees (continued)
(i) The Group executed proportionate guarantees in favour of banks

for securing banking facilities granted to certain associates. The
Group also executed a counter guarantee in favour of the major
shareholder of an associate which had provided full guarantee
in favour of a bank for securing banking facilities granted to the
associate. The utilised amount of such facilities covered by the

Tt

Group's guarantees for these associates amounis to US$46,
(2006: US$41,039,000).

i)

b Nalalal
JLUUY

Guarantees are stated at their respective contracted amounts. The Board
is of the opinion that it is not probable that such guarantees will be called
upon.

(b) Contingent liabilities
As at 31 December 2007, contingent liabilities of the Group were as
follows:

(iy 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$4,537,000
(equivalent to US$4,080,000} (2006: A$5,376,000 (equivalent to
US$4,251,000)).

152 | Nates to the Consolidated Financial Statements

(iy The Group executed a performance guarantee in favour of the
Government of the Republic of Maldives for the development of
a resort in Maldives in accordance with an agreed work plan. The
guarantee is valid until 30 September 2008 and will be discharged
no later than 30 days following the date of completion of the
resort in accordance with the agreement. The maximum cumulative
amount of liability under such guarantee is U5%4,375,000 {2006:
LS$4,375,000).

(iii} The Group executed guarantees for securing standby documentary
credit granted by banks in favour of a subsidiary and an
associate of up to the amount of US$20,000,000 {2006: Nil)
and US$22,000,000 (2006: Nil), respectively. These facilities were
undrawn as at 3| December 2007,

(¢) Charges over assets

As at 31 December 2007, bank borrowings of a subsidiary of
US$52,774,000 are secured by the rights and benefits of the insurance
policies on the subsidiary’s hotel building, vehicles and machinery;

and furniture, fixture and equipment with net bock amount of
US$58.613,000.

As at 31 December 2006, bank loans of a subsidiary amounting to
US$3,000 were secured by charges over certain motor vehicles of the
subsidiary with net book values totaling L5%$70,000.



£6] | SWALRITS [EURLLY PHERHOSUCT) B4} OL SI0N

LT0'8S1 pST'EL
£48°61 | SLb'8TI sJeak aAy UBY) J31E]
64T'9C 68S'€E SaBaA 3nlf UBY)
Auedwoy sy} Jaao aduanpul Juediiudis sey /07 49quisda | £ J21B| 10U PUE UBIA 3UC UBYL JIET
1B SB SOUBLIPLC) $9ININ4 PUR S31UNJSG BY) JO 9Eg UONDIIS Japun 1day aq AN 061°11 JB3A U0 URY) JB1R| 1ON
01 paJinbaJ 42151834 Y} Ul Papi0daJ S sadeys AJBUIpJIO panss s Auedwon) 000.$5N 000.35N
3y} 30 %/ G 6b AIP1RWOIdde sumo yoiym ([ TDN,,) PIHWI dnouD) Adus)y 9002 2007

suondesuesy A1ied paiedy 6¢
'SMOJO} sk aJe s3uIp|Ing pue pue| jo 10adsal ul $35BI

v107 Adenue( y3noay Bunessdo ajge|jaaurd-uou J3pUN JUSWARD 95B3| WNWIUIW 31e8a.35e
0107 Y24By USam1ag Buinjew aq |im $15e41u02 953y | "a.insodxa a1niny a3BW 01 sased| Bullelado Jspun sjusuwwwos sdnodsy ay] (q)
31p4 153091U1 §1 2dnpad 01 (wnuue Jad 90/ b 01 %GEEL F Usamlaq
9007) wnuue Jad %0/ b 01 %87 H USIMIDg 918 1S3UaIU1 Paxy 18 YR SToPETT
(000'000°00 1 $5M PUB 000'000'09% +$3H 9007) 000'000'00 1 $SN PUE CIR STEeT9 ] o PSTENUGS 15U NG PASIOTINY
000'000°094 ' +$3H Jo nowe [edpuid a1edsud3e ue 1oy soRUOD 850° 19 759°06S 404 papircad Jou INg paloRIIUoD)
dems a1eJ-152J91U1 YOG PUB YOIH 0lul pausiua pey Ausdwod ay) (p) s13l0ud wawdopsraq
£9/7T 1I1°SE 9EO' € rIP'9s 10} PaBIIUOD 10U NG PASLIOYINY
- L19 sieak DAl Uey} Js1eT 58602 $79'81 J0} Papiac.d 10U INQ PIIORIILOD
056 697°S1 S4Bk 3A UBLY] sanJadoud Jusuiisaaul
J91E| 10U pUB JB3A 3UC UBY] J31ET] pue juswdinba pue jue|d
6STE | S7T'6| Jeak 3U0 UBYY JI1B| 1ON A119d0.4d — sandadoad 3uiisixg
000.55M 000.35N 000.35N 000.$5N
$00¢ L00T 900¢ £507

'SAMO}|0) SB §I PAJINIUl

'sam0)|04 st sBUIp|INg pue pug|
184 10U 1IN 21BP 1924s 23Ueeq 34l 18 aunlpuadxs |euded sdnolg 3y {B)

Jo 12adsau ui sases) Bulesado 2|qe(|22URI-UOU JBPUN J[RAISIRI [BIUdI
ases| wnuwiwiw 91e8a488e aumny pey dnousy ayl /007 Jaqwadeq £ 1y (9) sjuauniwwoy ge




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39 Related party transactions (continued)

The following transactions were carried out with related parties:

2007 2006
US$'000 LS$'000
(a) Transactions with subsidiaries of
KGL during the year (other than
subsidiaries of the Company)
Receipt of hotel management and
related services and royalty fees 2,330 2,085
Payment of project management
services and project consultancy
services fees 4,177 -
Reimbursement of office expenses
and payment of administration
and related expenses 1,662 [,173
Payment of office rental,
management fees and rates 154 304
Purchase of edible oil 359 61
(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 9.920 8,370
Receipt for laundry services 843 728

154 | Notes to the Consolidated Financial Staterments

2007

US$'000

For the year ended 3t December 2007

2006
U53'000

(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 tor 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

108,953

26,430

59,315

19,903

11,520
15

84,082

22418

56,145

18,620

9,790
107
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2007

40 Group structure — principal subsidiaries and associates (continued)
{a) At 3| December 2007, 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 Pudong New Area The People's Republic US$47,000,000 - 100 Hotel ownership and 2,4,7
Shangri-La Hotel Co., Ltd. of China operation
Shenyang Traders Hotel Ltd. The People's Republic US$28,334,000 - 00  Hotel ownership and 6,7
of China operation
Changchun Shangri-La Hotel The People's Republic RMB 167,000,000 - 90 Hotel ownership and 57
Co., Ltd. of China operation and real
estate operation
Jilin Province Kerry Real Estate The People’s Republic RMB25,000,000 - 90 Real estate development 57
Development Ltd of China and operation
Qingdao Shangri-La Hotel Co,, Lid. The People’s Republic US$44,000,000 - 00  Hotel ownership and 6,7
of China operation and real
estate developrment
and operation
Calian Shangri-La Hotel Co., Ltd. The People’s Republic US$51,666,670 - [00 Hotel ownership and 6,7
of China operation and real
estate development
and operation
Xian Shangri-La Golden Flower The People's Republic US$12,000,000 - t00  Hotel ownership and 4,7

Hotel Co., Ltd

156 | Notes to the Conselidated Financial Statements

of China

operation
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 3| December 2007

40 Group structure — principal subsidiaries and associates (continued)
(@) At 31 December 2007, 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 (Shenzhen Futian) The People’s Republic U5$54.500,000 - 100 Hotel ownership and 36,7
Co., Ltd. of China operation

Shangri-La Hotel (Ningbo) Co., Ltd. The People’s Republic LS$53,270.,000 - 95  Hotel ownership and 367
of China operation

Shangri-La Hotel (Wenzhou) Co., Ltd. The People’s Republic US$ 16,500,000 - 75 Hotel ownership and 367
of China operation

Shangri-La Hotel (Xian) Co., Ltd. The People’s Republic 5%28,800,000 - 100 Hotel ownership and 6,7
of China operation

Shangri-La Hotel (Guilin) Co., Ltd. The People’s Republic US5$21,670,000 - 100 Hotel ownership and 3,67
of China operation

Shangri-La Hotel (Baotou) Co., Ltd. The People's Republic US$24,400,000 - 100  Hotel ownership and 6,7
of China operation

Shangri-La Hotel (Huhhot) Co., Ltd. The People's Republic US$21,670,000 - 100  HMotel ownership and 6,7
of China operation

Shangri-La Hotel {(Manzhouli) Co., Ltd. The People’s Republic US$12,192,000 - 100  Hotel ownership and 3,67
of China operation

Shangri-La Hotel (Zhoushan) Co., Ltd. The People's Republic RMB18,490,620 - 100  Hotel ownership and 3,67

158 | Notes to the Consclidated Financial Statements

of China

operation
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

40 Group structure — principal subsidiaries and associates (continued)
(a) At 31 December 2007, the Company held interests in the following principal subsidiaries: (continued)

For the year ended 31 Decernber 2007

Place of Percentage holding
establishment/ Paid up/ in the voting shares
Name operation issued capital Direct Indirect  Nature of business Notes
Boracay Shangri-La Hotel & Resort, Inc.  The Philippines Common - [00  Hote! ownership and 3
Peso 10,825,000 operation
Addu Investments Private Limited Maldives Rufiyaa 65,000,000 - 70  Hotel ownership and 3
operation
Yanuca Island Limited Fiji Ordinary F$1,262,196 - 71.64 Hotel ownership and 2
operation
Shangri-La Hotel Limited Singapore Ordinary 5%164,663,560 - 100 Investment holding,
hotel ownership and
operation and leasing
of residential and
serviced apartments
Sentosa Beach Resort Pte Ltd Singapore Ordinary 5%30,000,000 - 100  Hotel ownership and
operation
Shangri-La Hotels (Malaysia) Berhad Malaysia Ordinary RM440,000,000 - 5278 Investment holding and

160 | Notes to the Consolidated Financial Statements

hotel ownership and
operation
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

40 Group structure — principal subsidiaries and associates (continued)
(a) At 3| December 2007, the Company held interests in the following principal subsidiaries: (continued)

For the year ended 31 December 2007

Place of Percentage holding
establishment/ Paid up/ in the voting shares
Name operation issued capital Direct  Indirect Nature of business Notes
Shangri-La Hotels (Paris) SARL France EURCI0,000 - 100 Hotel ownership and 2,3
operation
Shangri-La Hotels Japan KK Japan YEN305,000.000 - 100 Hotel ownership and 3
operation
SLIM International Limited Cook Islands Ordinary US$1,000 100 — Investment holding !
Shangri-La International Hotel Hong Kong Ordinary - 100 Hotel management, _
- Management Limited HK$ 10,000,000 marketing, consultancy
and reservation
services
Shangri-La Hotel Management The People's Republic US$140,000 - 00  Hotel management, 6,7
{Shanghai) Co., Ltd. of China marketing and
consultancy services
Shangri-La International Hotel The Nethertands Ordinary EUROI8,151 - 100 Licensing use of

Management B.V.

Notes:

. Subsidiaries audited by PricewaterhouseCoopers, Hong Kong.

Co-operative Joint Venture.
Equity Joint Venture.

Wholly Foreign Owned Enterprise.

S

162 | Notes to the Consolidated Financial Statements

Subsidiaries audited by other member firms of PricewaterhouseCeopers, Hong Keong.

Subsidiaries which are under various stages of real estate and hotel development and have not yet commenced business cperations as at the balance sheet date.

The amount of paid upfissued capital for subsidiaries incorporated in The People’s Republic of China represented the amount of paid in registered capital.

intellectual property
rights
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40 Group structure — principal subsidiaries and associates (continued)
(b} At 31 December 2007, the Group held interests in the following principal associates: (continued)

Percentage
holding in the
Place of registered
establishment/ capital by
Name operation the Group Nature of business Notes
Cuscaden Properties Pte Ltd Singapore 40.75 Hotel ownership and operation and
property investment
Tanjong Aru Hotel Sdn. Bhd. Malaysia 40 Hotel ownership and operation
PT Swadharma Kerry Satya Indonesia 25 Hotel ownership and operation 2
Fine Winner Holdings Limited Hang Kong 30 Hotel ownership and operation t
Happy Day Holdings Limited Samoa 25 Aircraft ownership
Shine Up Holdings Limited Samoa 25 Aircraft ownership
Park Avenue Hotel Investors, LLC United States of America 259 Hotel ownership and operation 2,3

Notes:
I. Associates audited by PricewaterhouseCoopers, Hong Kong.
2. Associates audited by other member firms of PricewaterhouseCoopers, Hong Kong.

3. Associates which are under varicus stages of real estate and hotel development and have not yet commenced business operations as at the balance sheet date.
(¢) The above tables list out the subsidiaries and associates of the Company as at 3| December 2007 which, in the opinion of the Directors, principally affected

the results for the year or form a substantial portion of the net assets of the Group.To give details of other subsidiaries and associates would, in the opinion
of the Directors, result in particulars of excessive length.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2007

41 Hotel properties of subsidiaries and associates
{continued)
{2) Details of hotel properties of the Company's subsidiaries are as

follows: (continued)

Address Existing use Lease term Address Existing use Lease term
Shangri-La Hotel, Harbin Hotel operation Medium lease Shangri-La Hotel, Chengdu Hatel operation Medium lease
355 You i Road, Dao Li District, 9 Binjiang Dong Road,

Harbin 150018, Chengdu 610021, Sichuan,

The People’s Republic of China The People’s Republic of China

Shangri-La Hotel, Wuhan Hotel operation Medium lease Shangri-La Hotel, Xian Hotel operation Medium lease
No. 700, Jianshe Avenue, Hankou, 38B Keji Road,

Wouhan 430015, Xian 710075,

The People's Republic of China The People’s Republic of China

Shangri-La Hotel, Zhongshan Hotel operation Long lease Shangri-La Hotel, Baotou Hotel operation Medium lease
|6 Qi Wan Road North, 66 Min Zu East Road,

Eastern Area, Qing Shan District, Baotou 014030

Zhongshan 528403, Inner Mongotia,

The People’s Republic of China The People’s Republic of China

Shangri-La Hotel, Fuzhou Haotel operation Long lease Shangri-La Hotel, Huhhot Hotel operation Medium lease
No. 9 Xin Quan Nan Road, 5 Xi Lin Guo Le South Road,

Fuzhou 350005 Huhkot 010020, Inner Mongolia,

The People's Republic of China The People’s Republic of China

Shangri-La Hotel, Guangzhou Hotel operation Medium lease Makati Shangri-La, Manita Hotel operation Medium lease

| Huizhan Dong Road,

Haizhu District,

Guangzhou 510308

The People's Republic of China

166 | Notes to the Consolidated Financial Statements

Ayala Avenue, corner Makati Avenue,

Makati City, Metro Manila 1200,
The Philippines
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4| Hotel properties of subsidiaries and associates
(continued)
{a) Details of hotel properties of the Company's subsidiaries are as {b) Details of hotel properties of the operating associates are as follows:
follows: {continued)

Address Existing use Lease term Address Existing use Lease term
Traders Hotel, Yangon Hote! operation Medium lease China World Hotel, Beijing Hotel operation Medium Jease
223 Sule Pagoda Road, | Jian Guo Men Wai Avenue,

Yangon, Beijing 100004,

Myanmar The People's Republic of China

Shangri-La Hotel, Bangkok Hotel operation, Freehold Traders Hotel, Beijing . Hotel operation Medium lease
89 Soi Wat Suan Plu, residential and | fian Guo Men Wai Avenue,

New Road, Bangrak, Bangkok 10500, office rental Beijing 100004,

Thafland The People’s Republic of China

Shangri-La Hotel, Chiang Mai Hotel operation Freehold Shangri-La's Kerry Centre Hotel, Beijing Hotel cperation Medium lease
89/8 Chang Klan Road, | Guanghua Road,

Muang, Chiang Mai 50100 Chaoyang District

Thailand Beijing 100020

The Pecple’s Republic of China.

Shangri-La Hotel, Beijing Hotel operation Medium lease
29 Zizhuyuan Road,

Beijing 100089,

The People'’s Republic of China

Shangri-Le Hotel, Hangzhou Hotel operatian Medium lease
78 Beishan Road,

Hangzhou 310007,

The People’s Republic of China
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS For the year ended 31 December 2007

42 Investment properties of subsidiaries and associates
(continued)
(b) Details of investment properties of the operating associates are as

follows:
Address Existing use Lease term Address Existing use Lease term
China World Trade Center Hotel operation Medium lease Shanghai Kerry Centre Office, commercial Medium lease
I han Guo Men Wai Avenue, and office, No. 1515 Nanjing Road West, and residential
Beijing 100004, commercial, Jingan District, rental
The People’s Republic of China residential and Shanghai 200040,

exhibitien hall The People's Republic of China

space rental
Century Towers, Beijjing Residential rental Long lease Tanglin Mall, Singapore Commercial rental Long lease
18 Guang Qu Man Wai Avenue, 163 Tanglin Road,
Beijjing 100022 Singapore 247933
The People’s Republic of China :

Tanglin Piace, Singapare Office and Freehold

Shanghai Centre Hotel operation Medium lease 91 Targlin Road, commercial
1376 Nanging Xi Lu, and ofiice, Singapore 247918 rental
Shanghai 200040, commercial,
The People’s Republic of China residential and

exhibition hall

space rental
Beijing Kerry Centre Hotel operation Medium lease
| Guanghua Road, and office,
Chaoyang District, commercial and
Beijing 100020, residential
The People’s Republic of China rental

170 | totes 1o the Consolidated Financial Statements
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FIVE YEAR SUMMARY

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

2007 2006 2005 2004 2003
US$'000 UST'000 USE000 Us$000 US3H'000
Results
Profit attributable to:
Equity holders 340,863 202,173 150,990 113518 7.198
Minority interests 33,362 17,156 16,541 9,005 4767
Assets and liabilities
Total assets 6,101,010 5,075,678 4,263,067 3,720,141 3,504,622
Total liabilities 1,915,682 2,100,354 1,632,853 1,554,697 1,658,336
Total equity 4,185,328 2,975,324 2,630,214 2,165,444 1,846,286

172 | FiveYear Summary



RECEIVED

(Incorporated in Bermuda with limited liability)
EREBHN (M) BR2FA"

website: http://www ir.shangri-la.com

(Stock Code: 00069)

NOTICE OF ANNUAL GENERAL MEETING

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 Friday, 23 May 2008 at 10:00 a.m. for the
following purposes:

1.

To receive and consider the audited financial statements and the reports of the Directors
and the Auditors for the year ended 31 December 2007,

To declare a final dividend for the year ended 31 December 2007;
To re-elect retiring Directors;

To fix Directors’ fees (including fees payable to members of the Audit and Remuneration
Committees);

To re-appoint Auditors and to authorise the Directors of the Company to fix their
remuneration;

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 additiona) 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
approvad;

(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;

M8 AR 30 A 815
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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, and (iv) 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 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;

(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.

C. 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.

By Order of the Board
Shangri-La Asia Limited
Teo Ching Leun
Company Secretary

Hong Kong, 28 April 2008

Head Office and Principal Place
of Business in Hong Kong:

21st Floor, CITIC Tower

No. | 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 sharcholder 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 wilt 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, Tricor Abacus 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 wiil be closed from Wednesday, 21 May 2008 to Friday, 23 May
2008, both days inclusive, during which 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, Tricor Abacus Limited, at the above
address no later than 4:00 p.m. on Tuesday, 20 May 2008.

As at the date of this notice, the Board of Directors of the Company comprises Mr. Kuok Khoon

Ean,
Fong
Sun,

Mr. Kuok Khoon Loong, Edward, Mr. Lui Man Shing, Mr. Giovanni Angelini and Mr. Ng Si
. Alan as Executive Directors; Madam Kuok Oon Kwong, Mr. Ho Kian Guan, Mr. Lee Yong
Mr. Roberto V. Ongpin and Mr. Ho Kian Hock (alternate to Mr. Ho Kian Kian) as Non-

Executive Directors; and Mr. Alexander Reid Hamilton, Mr. Timothy David Dattels, Mr. Wong Kai
Man and Mr. Michael Wing-Nin Chiu as Independent Non-Executive Directors.

* for identification purpose only




Exemption Fiie No. 62-5U000
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 zll 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.
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PROPOSAL FOR GRANT OF GENERAL MANDATE
TO REPURCHASE SHARES,
RE-ELECTION OF RETIRING DIRECTORS AND
NOTICE OF ANNUAL GENERAL MEETING

Resolutiens will be proposed at the Annual General Meeting of Shangri-La Asia Limited to be held at Island
Ballroom, Level 5, Island Shangri-La Heotel, Pacific Place, Supreme Court Road, Central, Hong Kong on
Friday, 23 May 2008 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
Tricor Abacus 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 appeinted for holding the
Annual General Meeting.

*

For ideniification purpose only

28 April 2008
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DEFINITIONS

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

otherwise requires:;

#2007 Annual General Meeting”

“Annual General Meeting”

“Board”

“Bye-Laws”

“Company”

“Directors”

“Group”

“HK Stock Exchange”
“HKS$”

“Hong Kong”

HKGLH

“Latest Practicable Date”

“Listing Rules”

the annual geperal meeting of the Coampany held at
10:00 a.m. on Wednesday, 23 May 2007

the annual general meeting of the Company to be held at
10:00 a.m. on Friday, 23 May 2008 at Island Ballroom,
Level 5, Island Shangri-La Hotel, Pacific Place, Supreme
Court Road, Central, Hong Kong

the Board of Directors of the Company

the bye-laws of the Company as amended from time to
time

Shangri-LLa 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
the directors of the Company

the Company and its subsidiaries

The Stock Exchange of Hong Kong Limited

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the
People’s Republic of China

Kerry Group Limited

17 April 2008, being the latest practicable date prior to
the printing of this circular for ascertaining certain
information referred to in this circular

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

a notice dated 28 April 2008 convening the Annual
General Meeting, a copy of which is set out on pages 15
to 18 of this circular




DEFINITIONS

“Recognised Stock Exchange”

“SFO”

“SGX-ST”

“Share(s)”

“Share Repurchase Mandate”

“Share 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 Hong Kong Code on Takeovers and Mergers
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SHANGRI-LA ASIA LIMITED

{incorporated in Bermuda with limited liability)

EREN(ZMN)BRLIA"

(Stock Code: 00069)

Executive Directors: Registered Office:

Mr KUOK Khoon Ean {Chairman) Canon’s Court

Mr KUOK Khoon Loong, Edward 22 Victoria Street
(President and Chief Executive Officer) Hamilton HM12

Mr LUI Man Shing {Deputy Chairman) Bermuda

Mr Giovanni ANGELINI

Mr NG Si Fong, Alan Head Office and Principal

Place of Business in Hong Kong:

Non-Executive Directors: 21st Floor, CITIC Tower

Madam KUOK Oon Kwong No. 1 Tim Mei Avenue

Mr HO Kian Guan Central

Mr LEE Yong Sun Hong Kong

Mr Roberto V. ONGPIN
Mr Alexander Reid HAMILTONT
Mr Timothy David DATTELS!
Mr WONG Kai Man’
Mr Michael Wing-Nin CHIU?
Mr HO Kian Hock
{Alternate to Mr HO Kian Guan)

Y Independent Non-Executive Directors 28 April 2008

*  For identification purpose only

Dear Shareholders,

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

1. INTRODUCTION

The purpose of this circular is 1o provide you with information relating to, inter alia, the
Share Repurchase Mandate to enable you to make an informed decision on whether to vote for
or against the Share Resolution to be proposed at the Annual General Meeting.
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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 2007 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 1 of this
circular, which sets out further information in relation to the Share Repurchase Mandate.

3.  ANNUAL GENERAL MEETING

Notice of the Annual General Meeting is set out on pages 15 to 18 of this circular. At the
Annual General Meeting, ordinary resolutions to approve, inter alia, the Share Repurchase
Mandate 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 Tricor Abacus
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.

Pursuant to Bye-Law 70 of the Bye-Laws, subject to the Listing Rules, a resolution put
to the vole 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) by 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 ir. 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.




LETTER FROM THE BOARD

In addition, if the aggregate proxies held by (i) the Chairman of a particular meeting, and
(ii) 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.

4. RECOMMENDATION

The Directors are of the opinion that the grant of the Share Repurchase Mandate is in the
best interests of the Company and its shareholders. Accordingly, the Directors recommend
shareholders to vote in favour of the Share Resolution 1o be proposed at the Annual General
Meeting.

5. GENERAL INFORMATION

Your attention is drawn to the information contained in Appendix II and Appendix 111 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 2008 respectively.

Yours faithfully,

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




APPENDIX 1 EXPLANATORY STATEMENT ON THE
GENERAL MANDATE TO REPURCHASE SHARES

The following is the explanatory statement required to be sent to sharcholders 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
2,882,469,799 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 dale of passing of the Share Resolution te 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 288,246,979 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 may, 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 shareholders.
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 taws 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 financial
statements contained in the annual report of the Company for the year ended 31 December 2007
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 circumstances, have a material adverse effect on the working capital
requirements of the Company or the gearing levels which in the opinion of the Directors are

from time to time appropriate for the Company.
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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 associales (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 sharcholders acting in concert
(depending on the level of increase of shareholders’ interests), could obtain or consolidate
control of the Company and become obliged to make a mandatory offer in accordance with
Rule 26 of the Takeovers Code.

As at the Latest Practicable Date, KGL was directly or indirectly interested in
1,428,283,194 Shares'"®*’ as recorded in the register required to be kept under Section 336 of
the SFO, which constituted approximately 49.55 per cent of the voting rights attaching to the
issued share capital of the Company. If the Share Repurchase Mandate were 1o be exercised in
full, KGL would (assuming that there is no change in the relevant facts and circumstances) hold
approximately 55.06 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.
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5. SHARE REPURCHASES MADE BY THE COMPANY

During the six months prior to the Latest Praclicable 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 preceding the Latest Practicable Date

were as follows:

Shares
Highest Lowest
Year Month price price
HK$ HKS$
2007 April 20.80 19.02
May 22.00 18.60
June 20.45 18.50
July 21.20 18.06
August 18.86 15.20
September 26.50 18.70
October 27.70 22.70
November 26.75 20.35
December 24.75 20.35
2008 January 25.80 18.80
February 25.00 19.80
March 24.85 17.00
April (up to the Latest Practicable Date) 23.00 19.00




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,
Messrs KUOK Khoon Loong, Edward, NG Si Fong, Alan, LEE Yong Sun and Alexander Reid
HAMILTON retire by rotation in accordance with Bye-Law 99 of the Company’s Bye-Laws.
Messrs KUOK Khoon Ean and Michael Wing-Nin CHIU retire in accordance with Bye-Law
102(B) of the Company’s Bye-Laws. All retiring Directors except Messrs NG 81 Fong, Alan
and LEE Yong Sun, being eligible, offer themselves for re-election at the Annual General
Meeting.

The following are the particulars of the retiring Directors offering themselves for
re-election, which are required to be disclosed under Rule 13.51(2}) of the Listing Rules:

Mr KUOK Khoon Ean

Mr KUOK. aged 52, was appointed as an Executive Director and Chairman of the
Company in April 2008. He was born in Malaysia and has been based in Hong Kong since
1997. He is a director of KGL and Kerry Heldings Limited, which are the substantial
shareholders of the Company. Mr KUQK is also the Executive Chairman of SCMP Group
Limited (a company listed on the HK Stock Exchange), an Independent Non-Executive
Director of The Bank of East Asia, Limited (a company listed on the HK Stock Exchange), a
Director of The Post Publishing Public Company Limited (a company listed on the Stock
Exchange of Thailand) and a Non-Executive Director of Wilmar International Limited (a
company listed on the SGX-ST). In addition, he was an Independent Non-Executive Director
of Phoenix Satellite Television Holdings Limited (a company listed on the HK Stock
Exchange) during the period from § June 2000 to 10 March 2005. Mr KUQK hoelds a
Bachelor’s degree in Economics from Nottingham University in the United Kingdom, He is the
cousin of Mr KUOK Khoon Loong, Edward and Madam KUOK Oon Kwong, Directors of the
Company, and the cousin of Ms TEO Ching Leun, the Company Secretary of the Company.

As at the Latest Practicable Date, Mr KUOK’s interest in the 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) {Note 3)
The Company Ordinary 438,240 79,693 1,808,240 2,326,173
Notes:

1. These shares were held by Mr KUOK as beneficial owner.
2. These shares were held by the spousc of Mr KUOK.

3 These shares were held through a company which was controlled by Mr KUOK.
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Mr KUOK has entered into a service contract with the Company in respect of his
appointment as an Executive Director and the Chairman of the Company for a term of three
years, subject to re-election at the Annual General Meeting. Pursuvant to his service contract,
Mr KUOK is entitled to an annual remuneration of HK$5.4 million and an annual discretionary
bonus, all of which shall be determined/reviewed annually by the Remuneration Committee of
the Company. Such remuneration is determined by reference to the scope of his
responsibilities, the remuneration benchmark in the industry and the prevailing market
conditions.

Save as mentioned above, Mr KUOK does not have any other matters that need to be
brought to the attention of the sharehelders 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 KUOK Khoon Loong, Edward

Mr KUOK, aged 55, has been the President and Chief Executive Officer of the Company
since 2 April 2008. 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 and held such position
until 1 April 2008. He was previously the Chairman of Kerry Properties Limited (a company
listed on the HK Stock Exchange) and a Director of Allgreen Properties Limited (a company
listed on the SGX-ST). He is the Chairman and Managing Director of Shangri-La International
Hotels (Pacific Place) Limited and Shangri-La Hotel (K.owloon) 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 Shang Properties, Inc. (a listed
company in the Philippines). Prior to the merger of EDSA Properties Holdings Inc. (now
known as Shang Properties, Inc.) and Kuok Philippine Properties, Inc., Mr KUOK was the
Chairman of the Board of Kuok Philippine Properties, Inc. (a company previously listed in the
Philippines). He has been with the Kuok Group sinc: 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, a Director of the Company, and the cousin of Mr KUCK Khoon
Ean, the Chairman of the Company, and Ms TEO Ching Leun, the Company Secretary of the
Company.

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)
The Company Ordinary 1,002,222 - - 1,002,222
Note:

l. These shares were held by Mr KUOK as bencficial owner.
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Underlying Shares — Share Options granted by the Company

Number of

Exercise Price per  Option Shares held as at the

Date of Grant Option Share Latest Practicable Date
HKS

16 June 2006 14.60 100,000

Mr KUOCK has a service contract with the Company. The emeluments 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 1n the industry and the prevailing market conditions. For the
year ended 31 December 2007, Mr KUOQOK received annual remuneration of approximately
HK$29.742,000 from the Group. This includes salary, housing, discretionary bonus,
contribution to pension schemes and other benefits in kind.

Save as mentiored above, Mr 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.

Mr Alexander Reid HAMILTON

Mr HAMILTON, aged 66, was appointed as an Independent Non-Executive Director of
the Company in November 2001, He was previously an Independent Nen-Executive Director
of Imagi International Holdings Limited, COSCO International Holdings Limited, Man Sang
International Limited and COSCO Pacific Limited, all listed on the HK Stock Exchange. 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 the HK Stock Exchange,
a Director of JF China Region Fund, Inc. (a USA registered closed end fund quoted on the New
York Stock Exchange} and was appointed as an Independent Non-Executive Director of China
Central Properties Limited {a company listed on the AIM of London Stock Exchange) in April
2007. 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.

Mr HAMILTON does not have any relationships with any Directors, senior management
or substantial or controlling shareholders (as defined in the Listing Rules) of the Company.
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As at the Latest Practicable Date, Mr HAMILTON’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

Exercise Price  Option Shares held as at the

Date of Grant per Option Share Latest Practicable Date
HK$

16 June 2006 14.60 60,000

The Company has issued a letter of appointment to Mr HAMILTON pursuant to which Mr
HAMILTON is appointed as an Independent Non-Executive Director of the Company for a
term commencing from 26 May 2005 (the date of his last re-election as Director of the
Company) and ending at the conclusion of the Annual General Meeting. He is entitled to a
Director’s fee and fees payable to him as a member of the Remuneration Committee and Audit
Committee. For the year ended 31 December 2007, Mr HAMILTON received a Director’s fee
of HK$150,000, a fee of HK$100,000 payable to him as a member of the Audit Committee and
a fee of HK$50,000 payable to him as a member of the Remuneration Committee.

Save as mentioned above, Mr HAMILTON does not have any other matters that need to
be brought to the attention of the shareholders of thz 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 Michael Wing-Nin CHIU

Mr CHIU, aged 63, was appointed as an Independent Non-Executive Director of the
Company in June 2007. Mr CHIU is currently the owner, president and chairman of Prima
Donna Development Corporation, Prima Hotels Corporation and several wholly owned
companies focused on the development, ownership and management of hotels and other real
estate assets and interests in California, Oregon and Texas. He has extensive experience in the
hotel and the real estate industries. Prior to settling in the United States in 1975, Mr CHIU held
various management positions in a number of hotels in Londoen, Seattle, Singapore, Penang,
Fiji, Las Vegas, San Francisco, some of which were owned by members of the group of
companies of which the Company forms part. He has amassed a prodigious record of service
on university committees, councils and fund-raising campaigns. He is a trustee emeritus and
presidential councillor of Cornell University, and has received several awards and honours in
recogmtion of his contributions to the future of higher education and to the hospitality industry.
Active in a number of organisations, he is a life-time trustee of the Cornell Hotel Society
Foundation. Inc. and a member of the Dean’s Advisory Board for the School of Hotel
Administration of Cornell University. In addition, he also serves as the Vice Chairman of the
Joint Advisory Board of Corneil Nanyang Institute of Hospitality Management, the Chairman
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of the Advisory Board of Banfi Vintners, Inc. Previously, Mr CHIU was a member of the
National Advisory Board of the Citizen’s Scholarship Foundation of America, a Paul Harris
Fellow of Rotary International, a member of the Corporation of the Culinary Institute of
America, and is an active member of La Chaine des Rotisseurs, San Francisco Chapter. He has
not held any directorship in listed public companies in the last three years. Mr CHIU obtained
his Bachelor of Science in Hotel Administration in 1966 from Cornell University in the United

States and is a graduate of the Lausanne Hotel School, Switzerland.

Mr CHIU does not have any relationships with any Directors, senior management or
substantial or controlling shareholders (as defined in the Listing Rules) of the Company.

As at the Latest Practicable Date, Mr CHIU does not have any interest in the Shares or
underlying Shares of the Company within the meaning of Part XV of the SFO.

The Company has issued a letter of appointment to Mr CHIU pursuant to which Mr CHIU
is appointed as an Independent Non-Executive Director of the Company for a term
commencing from 6 June 2007 (the date of appointment as Director of the Company) and
ending at the conclusion of the Annual General Meeting. He is entitled to a Director’s fee
payable by the Company. For the year ended 31 December 2007, Mr CHIU received a
Director’s fee of HK$85,890.41 from the Company.

Save as mentioned above, Mr CHIU does not have any other matters that need to be
brought to the atlention of the sharcholders 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 III DIRECTORS’ FEES (INCLUDING FEES PAYABLE
TO MEMBERS OF THE AUDIT AND REMUNERATION
COMMITTEES) FOR THE YEAR ENDED 31 DECEMBER 2008

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 2008 be fixed
at HK$200,000 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 2008) as the Directors

(or a duly authorised committee thereof) may in their absolute discretion see fit.

The Directors also propose that fees be payable 10 members of the Remuneration and
Audit Committees (who are Non-Executive Directors of the Company) for their services
rendered in 2008, Details are set out below:

(i) 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 2008, subject to such terms (including as to pro-rating for the year ended
31 December 2008) as the Directors may in their absolute discretion see fit.

(ii) 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 2008, 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 (including as to pro-rating for the year ended 31 December 2008)
as the Directors may in their absolute discretion see fit.

The Directors’ fees (including fees payable to members of the Audit and Remuneration
Committees) proposed for the financial year ended 31 December 2008 as mentioned above are
different from those for the financial year ended 31 December 2007 which were approved by
the shareholders of the Company at the 2007 Annual General Meeling.

—14 -




NOTICE OF ANNUAL GENERAL MEETING

SHANGRI-LA ASIA LIMITED
{incarpoarated in Bermuda with limited liability)
EREH(EMNBRAA

(Stock Code: 00069)

NOTICE 1S 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 Friday, 23 May 2008 at 10:00 a.m.
for the following purposes:

1. To receive and consider the audited financial statements and the reports of the
Directors and the Auditors for the year ended 31 December 2007,

2. To declare a final dividend for the year ended 31 December 2007;
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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(c)

(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), (i1} 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, and (iv) 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

(ii1) 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).
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B.

THAT:

(a)

(b)

(©)

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
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 unconditi-onally approved;

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 '

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

(1) 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

(ii1) the revocation or variation of this Resolution by an ordinary
resolution of the shareholders of the Company in general meeling.

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

exercisc 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 allotied by the

Rirectors 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
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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.

By Order of the Board
Shangri-La Asia Limited
Teo Ching Leun
Company Secretary

Hong Kong, 28 April 2008

Head Office and Principal Place
of Business in Hong Kong:

21st Floor, CITIC Tower

No. 1 Tim Mei Avenue

Central

Hong Kong

Notes:

Every sharchelder cntitled to attend and vote at the meeting cor.vened by this notice {(the “Mecting™) is entitled
to appoint up to two individuals as his proxies to attend and vote instead of him. Where a sharcholder appoints
two proxics to represent him, the form of proxy must clearly indicate the number of shares in the Company
("Shares™) which cach proxy represents and which proxy is designated as the voting proxy. If two proxies are
appeinted, only the voting proxy will be entitled to cast the sharcholder’s vote(s): {a) on a show of hands; (b)
if both proxies purport to cast the sharcholder’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 decmed to have appointed the first-named proxy as his voling proxy and that such
first-named proxy shall represent all the Shares held by him.

Subject 10 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 manncr 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 Mecting personally or by proxy. that one of the said persens so present
whose name stands first on the registers of members in respect of such Share shall alone be entitled to vote
in respect thercof. Several executors or administrators of a deceascd sharcholder 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. Tricor Abacus 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
al any adjournment thereof).

The registers of members of the Company will be closed from Wednesday, 21 May 2008 to Friday, 23 May
2008, both days inclusive, during which no transfer of sharzs will be effected. In order 10 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, Tricor Abacus Limited, at the above
address no later than 4:00 p.m. on Tuesday, 20 May 2008.

*  For identification purpose only
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