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. fwuduiiio | wudu
¥o - ana Uscaumsaimsinu o Jun (anaa)
31/12/2561 |[nUnud)
- wisande e vils welslond | 8.0, 2557 - fsnnasvialyl - -
Hamnnsvinll W.A. 2560 | Tsauswegia wierns-an, dnaffs, Weuwng
Bl.A. 2556 - | 19954AANIT IRy
§.0.2557 | Taausnugens-an ngamne Uszsinalne
B 13 Tjal4) At .A.2559 - | General Manager - Task Force - -
e9fdnnsluny n.A. 2559 | Movenpick Hotel & Spa Bangalore,
India
LN.8l. 2556 -| General Manager
N.N. 2559 Maovenpick Hotel Paris
. WNE9HENT anntunsd f.0.2548 - | fdanenisdietiyduazniatu - -
feuasnsdheninduay WA, 2555 | Teausuumans-an ngamne dszsindlng
NIRUTEALNIATNY
- UWNANTN NE G .A. 2559 - | Area Director of Sales & Marketing - -
é’ﬁ’]mﬁmiﬂ]’]m’mmz i1.p. 2561 Shangri-La Hotel, Bangkok, Thailand
NIIA[A .21 2559 - | Cluster Director of Sales & Marketing
W.8l. 2559 (Novotel Phuket Karon/Novotel Phuket
Surin/Ibis Koh Samui), Thailand
- welad wged giu Fuiag n.8l. 2557 - | Food and Beverage Manager - -
r;:i'ﬁjmlf;lmw]m'mmil,m .8 2559 | Conrad Seoul, South Korea
LATRIAL n.¢l. 2554 - | Food & Beverage Manager
@.A. 2557 Sala Phuket Resort and Spa, Thailand
. mﬂqu% laN n.A. 2554 - | Project Manager - -
fanuenisedfanssy .. 2557 | Goodland Limited, Macau
LN.¢l. 2553 -| Director of Engineering
W.A. 2554 Shangri-La Hotel, Jakarta, Indonesia
- Wanilu Tmnegnn n.A. 2558 - | fanunanisdhaninannaynna / - -
euranistheninennsyaaa n.e.2560 | gaanisnianuieineusy
Taausnusens-an ngammne tezimalng
N.A. 2554 - | fausanisniaiugdneiinausy
H.8.2558 | UASWAWIAMAN
Tsausaiuaana-an ngawme dsemelng
- wizanina uefia dlusiga 1181, 2559 -| Executive Chef - -
FansnenssTALNARIL lu.¢l. 2560 | Shangri-La Hotel, Bangkok, Thailand
.81 2557 - | Executive Chef
L8l 2559 | Shangri-La Hotel, Jakarta, Indonesia
. w8913 Wil wwaW FN19A | 6.A. 2560 - | Director of Rooms - -
HeuenI e eiaein W.A. 2561 | Four Seasons Hotel Mumbali, India
f.A. 2558 - | Director of Rooms
R.A. 2560 Shangri-La Hotel, Bengaluru, India




Isausuuzans-a1 Boalny

South Ari Atoll, 20077. Republic of
Maldives

. fwuuiitio | wWudu
¥o - ana Jssaumsaimsrinu o Jun (anaq)
31/12/2561 [nUNUAD
. mﬂmLﬁlﬂLﬂLﬁ* apNLnln W.A. 2558 - | General Manager - -
gannnsvialyl .. 2560 | Shangri-La’s Le Touessrok Resort
& Spa, Mauritius
N.A. 2558 - | Secondment to Corporate Office on
W.A. 2558 special Project assignment
Shangri-La International Hotel
Management Limited
7.A. 2557 - | Secondment to Shangri-La’s Villingli
d.A. 2558 Resort & Spa, Maldives as Stand-in
General Manager
Shangri-La’s Villingli Resort & Spa,
Maldives
W.A. 2556 - | Hotel Manager
F.A. 2557 Island Shangri-La, Hongkong
. UNA13EAN ATLTEAN n.A. 2556 - | Director of Sales - -
éﬁ’]mﬂmiﬂﬂmw 1.A. 2556 Shangri-La Hotel, Chiang Mai, Thailand
LAZNITA[NA 9.A. 2554 - | Director of Conventions & Incentive
.81 2556 | Sales Thailand
Shangri-La Hotel, Bangkok, Thailand
. WNNINA TN TR n.g. 2548 - | gapnsehenineansynna - -
ge1usenistlneningnns H.e.2550 | Tsusndaawidlon Sasu ngamme
LAAA Uszmalng
. WRANMQUAIAR Nillang W.A. 2557 - | fanedaiuasnisdietiyduaznist - -
fauaenisdneioyd f.p. 2559 | lssusuutens-an ngamne Usznalne
LazNTRY n.A. 2556 - | Hanniseindengla
Ww.e. 2557 | Teaussuaana-an nganne dszmnalng
. W Tagas N.W. 2558 - | Assistant Director of Food & Beverage - -
éﬁ’]mlﬂm?ﬂwmmi n.A. 2559 Shangri-La Hotel, Jakarta, Indonesia
WAZLATRIAN 1.21. 2554 - | Food & Beverage Manager
q.21. 2557 Le Meridien Phuket Beach Resort,
Phuket, Thailand
. wiannala wlisd 3.A. 2558 - | Executive Sous Chef - -
Waniwaaialug) A.A. 2559 | Shangri-La’ s Mactan Resort & Spa,
Philippines
d.A. 2552 - | Chef de Cuisine ltalian Restaurant
d.A. 2558 Shangri-La Hotel, Tokyo, Japan
. wingiing iana .. 2557 - | Chief Engineer : .
Wntiehedeanss .A. 2558 | Centara Grand Phuket, Thailand
U.A. 2556 - | Director of Engineering
N.A. 2557 Conrad Maldives Rangali Island,
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5. WTdAN 817187 180,000 - 180,000
6. WIEANINYIR D14)159 180,000 - 180,000
7. Wegiund du159 180,000 - 180,000
8. WN3il Huga 180,000 - 180,000
9. welning Tolwenuud 180,000 400,000 580,000
10. welgadand yuwn 180,000 300,000 480,000
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(5,671,060) (2,290,818) (5,671,060) (2,290,818)
3,272,670 986,519 3,272,670 986,519
1,040,447,629 898,672,028 1,023,437,944 989,358,869
(176,247,320) (121,764,170) (168,235,633) (117,297,240)
864,200,309 776,907,858 855,202,311 872,061,629
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CHAIRMAN'’S STATEMENT

On behalf of the Board of Directors, | am pleased to present the 2018 Annual Report of Shangri-La Hotel
Public Company Limited.

OVERALL

The momentum of economic growth from previous years in Thailand continued during the first half of 2018
with strong growth in tourism and exports of manufacturing goods resulted in almost 5% growth of GDP. The favorable
current-account surplus and high foreign reserves, combined with the country’s continually low unemployment and
inflation rates have placed Thailand in enviable economic position. However, the country has seen headwinds in the
second half of 2018 as exports and tourism softened. GDP also showed no growth in third quarter compared with the

previous quarter.

For tourism sector, Thailand’s booming tourism industry has played a key role in the country’s economic
success, with the number of foreign tourists increased by roughly 40% from 2014 to 2018. It contributed nearly a fifth
of the country’s GDP while the government continues using tourism as a key tool to drive economy, reduce poverty

and lower income inequality for coming years.

With tourism being acknowledged as one of seven pillars supporting the nation’s burgeoning digital economy,
Tourism Authority of Thailand (TAT) has been constantly stepping up tourism marketing efforts through various initiatives
and activities. The new concept “Open to the New Shades of Thailand” was introduced as the main marketing angle
throughout the year. The concept will deepen the Unique Thai Local Experience to a Million Shades of Thailand. This
will give more depth to the presentation of Thailand’s tourism, grow the business for grassroots tourism sector players,

and enhance the country’s image as a land of amazing diversity worth discovering further.

The Thai tourism industry is expected to carry on some difficulties towards 2019 from the trade war between
the US and China, increasing in interest rates and soaring fuel jet prices. These factors would force tourists to cut their
travel plans and lower consumption especially on luxury spending. Amidst hotel business competition, a number of
international hotel brands are scheduled to open in forthcoming years giving more supply to the sector and stimulating

intense competition.

Shangri-La Hotel, Bangkok

The hotel started the first 6 months with a significant improvement in term of occupancy of 6% compared with
the same time last year, whereas first 6 months GOR reached 15.5% growth. However, with headwinds from various
factors throughout the second half of the year such as deceleration of Chinese market caused by Phuket boat accident,
optimizing in room business mix strategy by shifting Wholesales Offline segment to E-direct channel as well as reducing
the volume of tour group, these factors resulted in slowdown of room occupancy and revenue during the last few
months of 2018.

At the year-end, the hotel achieved 71.1% occupancy with 2.1% growth in room night from 2017. Hotel
achieved total revenue of Baht 2,080.2 million or grew by 6.5% from 2017.
Shangri-La Hotel, Chiang Mai

Shangri-La Hotel, Chiang Mai celebrated its 11th year of Excellent on 22nd of December 2018. Year 2018
total revenue was Baht 539.4 million. The hotel closed the year with occupancy of 70.1% which was higher than 68.9%
in 2017.



RESULTS

The consolidated profit before corporate income tax for the financial year ended December 31, 2018 was
Baht 900.9 million against a profit before corporate income tax of Baht 712.8 million during the same period in 2017.
The consolidated net profit for the year was Baht 701.5 million as against a profit of Baht 549.6 million during the same
period in 2017. This resulted in Earnings per Share of Baht 5.4 in 2018 as against Earnings per Share of Baht 4.2 in
2017.

As per details provided in the Management Discussion and Analysis section, the hotel performances were

as follows:

Shangri-La Hotel, Bangkok

Total hotel operating revenues increased by Baht 122.4 million or 6.5% over the previous year. Occupancy
increased by 2.1 percentage points over the previous year. The Average Daily Rate (“ADR”) increased by Baht 136.8
or 2.6%. Food and Beverage revenues increased by Baht 58.4 million or 8.2% over the previous year and formed

38.3% of total hotel operating revenues.

Shangri-La Hotel, Chiang Mai

Total hotel operating revenue increased by Baht 25.0 million or 4.9% over the previous year. Occupancy was
higher by 1.2 percentage points over the previous year. The Average Daily Rate increased by Baht 44.8 or 0.9%. Food
and Beverage revenues increased by Baht 15.3 million or 10.2% over the previous year and formed 30.8% of total

hotel operating revenues.

HOTEL OPERATIONS

Shangri-La Hotel, Bangkok

Shangri-La Hotel, Bangkok started the year 2018 with 867 colleagues and ended with 878 colleagues.
All colleagues were trained and push through in maximizing productivity which we could optimize the ratio of Temporary
Colleagues versus Permanent Colleagues in line with steady business volumes. There were a total of 1,083 Full Time
Equivalent (“FTE”) in 2017 compared to 1,116 FTE in 2018, with an increase of 3.1%.

The labour cost % to GOR was at 22.5% compared to last year of 22.0%.

Shangri-La Hotel, Chiang Mai

Shangri-La Hotel, Chiang Mai started the year 2018 with 281 colleagues and ended with 292 colleagues. All
colleagues were trained and pushed through in maximizing productivity which we could maximize the ratio of Temporary
Colleagues versus Permanent Colleagues in line with steady business volumes. The total 348 FTE in 2018 comparing
with 340 FTE in 2017.

The labour cost % to GOR was at 25.0% compared to last year of 25.3%.

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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CAPITAL IMPROVEMENT

Shangri-La Hotel, Bangkok

During the year Hotel invested in new dry cleaning machine which will enhance its operation efficiency of
reduce the repairing cost in long run. Hotel also completed the Wi-Fi access point project for 11" - 14" guest room
floor, and implemented paper less check in software for enhanced guests’ experience. Hotel also completed latest

phase of guest lift modernization, replacing 7 units of guest lift.

Shangri-La Hotel, Chiang Mai

During the year Hotel finished last phase of partial soft furnishings of 110 guestrooms’ fabric which will give

our product a new look and enhance customer value perception.

INVESTMENT

Traders Yangon Company Limited

Traders Yangon Company Limited (“TYCL"), the 23.53% associated company held through Apizaco Limited
and Zukerman Limited, operates Sule Shangri-La Hotel (formerly known as Traders Hotel). TYCL recorded gross
revenue of USD 16.0 million in 2018, which represents a decrease of USD 4.0 million or a decrease of 19.8 % from
previous year. The Hotel achieved occupancy of 44.8 percentage points in 2018 as compared to 48.3 percentage
pointin 2017, on room inventory of 474 units. Average Daily Rate decreased to USD 109.6 or 17.3% compared to USD
132.5 in prior year. Food and beverage revenue also recorded USD 6.1 million or a decreased of USD 1.1 million
compared to year 2017. The hotel recorded net loss of USD 5.1 million. TYCL has maintained Number 1 position in

RevPAR in the competitive set in Yangon.

Long Term Loan of USD 50 million was disbursed by International Finance Corporation (“IFC”) to TYCL in
November 2014, which was fully utilized to repay Interest free and Interest bearing Shareholders Loan. The IFC loan
repayment starts in 2016 with half yearly installments starting from March 2016 of USD 3,846,154 each and the rate
of interest as per loan agreement is 2.1% plus 6 month LIBOR rate, which currently is 4.668% p.a. for the period till 15
March 2019. Outstanding IFC Loan payable as at 31 December 2018 was USD 26,923,076.

Shangri-La Yangon Company Limited

Shangri-La Yangon Company Limited (“SYCL”), the 22.22% associated company held through Apizaco
Limited and Zukerman Limited, operates 2 towers of serviced apartment - Shangri-La Residences, Yangon. Both Tower
1 and 2 became fully operational on 21 October 2014 with an inventory of 240 apartments. The Serviced Apartments
closed the year 2018 with an occupancy of 89.2% (Last Year 94.0%) at an average monthly rental rate of USD 5,976
(Last Year USD 6,302), contributed to a total revenue of USD 15.6 million in 2018 (Last Year USD 17.4 million), decrease
of 9.9% and gross operation profit of USD 11.2 million (Last Year USD 12.8 million), decrease of 12.2%.

Long Term Loan of USD 30 million was disbursed by IFC to SYCL in November 2014, which was fully utilized
to repay Interest free and Interest bearing Shareholders Loan. The IFC loan repayment starts in 2016 with half yearly
instalments starting from March 2016 of USD 2,307,693 each and the rate of interest as per loan agreement is 2.1%
plus 6 month LIBOR rate, which currently is 4.668% p.a. for the period till 15 March 2019. Outstanding IFC Loan
payable as at 31 December 2018 was USD 16,153,846.

Traders Square Company Limited

Traders Square Company Limited (“TSCL”), the 23.56% associated company held through Apizaco Limited
and Zukerman Limited, operates Sule Square commercial complex, which commenced commercial business effective

on 1 December 2016. The Commercial Complex closed the year 2018 with office occupancy of 67.8% at an average



rent of USD 28.8 per sgm, contributed to a total revenue of USD 4.7 million. and retail occupancy of 91.8% at an
average rent of USD 35.0 per sgm, contributed to a total revenue of USD 1.9 million. Gross Operting Profit was USD

5.0 million with the office leasable area of 29,706 sgm and retail leasable area of 5,375 sgm.

TSCL has signed Facility Agreement dated 5 May 2017 for Long Term Loan of US$ 55 million (Facility A :
US$ 25 million and Facility B : US$ 30 million) from Bangkok Bank and OCBC Bank, Yangon at an Interest rate of 2.25%
plus 3 month LIBOR rate. The repayment of this loan will be in 7 years with 1 year grace period from signing the
Facility Agreement. Facility A of USD 23,863,636 was disbursed by Bangkok Bank to TSCL during August to December
2017. Outstanding Loan payable as at 31 December 2018 was USD 23,863,636

FUTURE PROSPECTS

Shangri-La Hotel, Bangkok

Tourism Authority of Thailand (TAT) aims to attract a constant flow of upscale visitors to the country and to
introduce tourists to novel aspects of the nation under the campaign “Open to the New Shades” while maintaining
time-tested slogan of Amazing Thailand as the overarching branding of the country’s tourism business. The Tourism
Council of Thailand (TCT) also predicts international arrivals to Thailand in 2019 will increase by 5.5% from 2018 to

40.3 million with revenue forecasted at Baht 2.29 trillion or about 12% of the country’s GDP.

Shangri-La Hotel, Chiang Mai

Shangri-La Hotel, Chiang Mai will continue to remain in its position as one of the leading MICE hotels, and
top wedding venues in Chiang Mai as there is a good chance that the demand may surpass the Hotel’s supply in the
city. Opportunity to explore new ‘Family Fun, and Well-ness aficionados’ emerging’ markets for leisure travelers and
Taiwan, Vietnam due to new fleet of EVA Airs, flight from Taipei to Chiang Mai and Vietjet Air from Ho Chi Min to
Chiang Mai.

AWARDS

In 2018 the hotel received a number of awards and recognition as follows:

Shangri-La Hotel, Bangkok
Hotel

= Ranked 6th in “Conde Nast Traveler's Readers’ Choice Awards” in “Top Hotels in Bangkok” by Conde’
Nast Traveler, US. (October 2018)

= Ranked no. 4 in “The Top 5 Bangkok Hotels” by Travel + Leisure Awards 2018 voted by readers. (July
2018)

m Received the awards “Recommended on HolidayCheck 2018” with the 5.8 out of 6. HolidayCheck is the
largest German-speaking hotel review and travel website with more than 18.8 million visits per month.
(July 2018)

= CHI, The Spa ranked no. 4 in Bangkok Top 10 List, “Top Spas” by Le Concierge Orient. (June 2018)

m Received the Guest Awards 2018 in “Most Wanted” category with the 9.2 out of 10 by Hotels.com. (June
2018)

= Bronze Award 2017 by Rakuten Travel, the largest travel website in Japan (April 2018)

m Ranked 5thin “Top 10 Best Hotels in Thailand 2018”, Readers’ Choice Awards by DestinAsian Magazine,
Singapore. (February/March 2018 issue)

s G-Green (Green Hotel with Gold Level) Award 2018, Department of Environmental Quality Promotion,
Ministry of Natural Resources and Environment, Thailand (January 2018)

= Certified the Golden Award on the “Environmental, Occupational Health and Safety in the Workplace”,

Labour Protection and Welfare Department, Thailand (January 2018)

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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Food & Beverage

Shang Palace ranked no. 5 in Bangkok Top 10 List, “Top Gourmet Experiences” by Le Concierge Orient.
(June 2018)

Salathip Thai Restaurant ranked no. 1 in Bangkok Top 10 List, “Top Fine Dining Thai Restaurants” by Le
Concierge Orient. (June 2018)

NEXT2 Café raked no. 4 in Bangkok Top 10 List,“Top Breakfast Experiences” by Le Concierge Orient.
(June 2018)

Shang Palace won Editor's Choice Award for “Bangkok’s Best Restaurant - Chinese Category”, at the 20th
Bangkok Best Restaurant Awards, organised by Bangkok Best Dining & Entertainment Magazine. (June
2018)

NEXT2 Café won Editor's Choice Award for “Bangkok’s Best Restaurant - Buffet Category”, at the 20th
Bangkok Best Restaurant Awards, organised by Bangkok Best Dining & Entertainment Magazine. (June
2018)

Salathip Thai Restaurant won Editor’'s Choice Award for “Bangkok’s Best Restaurant - Thai Category”, at
the 20th Bangkok Best Restaurant Awards, organised by Bangkok Best Dining & Entertainment Magazine.
(June 2018)

Volti ristorante & bar was acclaimed one of the Best Italian Restaurants in 2018 by readers of Thailand
Tatler Magazine. (April 2018)

NEXT2 Café’s Sunday Brunch is listed among “Six Most Indulgent Sunday Brunches in Bangkok” by
lifestyleasia.com (March 2018)

Shangri-La Hotel, Chiang Mai
Hotel

Winner of Now Travel Asia Awards 2018 for Asia’s Top Leisure Hotels, by readers of Now Travel Asia
Magazine. (October 2018).

Loved by guest, Most Wanted award 2018 by Hotel.com (July 2018)

Recommended on HolidayCheck 2018 (April 2018)

Food & Beverage

Voted the “Certificate of Excellence” by TripAdvisor 2018. (May 2018).
China Kitchen has been voted at Thailand Tatler's Best Restaurants 2018 by Thailand Tatler Magazine
(April 2018).

APPRECIATION

On behalf of the Board of Directors of the Company, | would like to express my sincere thanks and appreciation

of the hard work, diligence, loyalty and dedication of the management and the staff.

/ o chcuf ,

MR,.‘\ZONG SARASIN
Chairman

February 25, 2019



CORPORATE INFORMATION & KEY DATES

NAME Shangri-La Hotel Public Company Limited
REGISTRATION NUMBER | 0107537001773
REGISTERED OFFICE HEAD OFFICE

89 Soi Wat Suan Plu, New Road, Bangrak, Bangkok 10500
Telephone : 0-2236-7777 Facsimile : 0-2236-8579

E-mail : slbk@shangri-la.com

Website : www.shangri-la.com/bangkok

BRANCH OFFICE

89/8 Chang Klan Road, Muang District, Chiang Mai Province 50100
Telephone : 053-253-888 Facsimile : 053-253-800

E-mail : slcm@shangri-la.com

Website : www.shangri-la.com/chiangmai

REGISTERED AND Registered and Issued Capital is Baht 1,300 million, divided into 130 million ordinary shares,
ISSUED CAPITAL at a par value of Baht 10 each, fully paid-up.

BOARD OF DIRECTORS Mr. Pong Sarasin (Chairman and Independent Director)

Mr. Maris Pakdeetaveevivat (Vice Chairman and Managing Director)

Mr. Suvat Asdathorn (Vice Chairman)

Mdm. Kuok Oon Kwong

Mrs. Chanida Asdathorn

Mr. Somkiat Asdathorn

Mr. Surin Asdathorn

Mrs. Pavinee Meensuk

Mr. Kovit Poshyananda (Independent Director)

Mr. Jayavadh Bunnag (Independent Director)

Mr. Kledchai Benja-athonsirikul (Independent Director)

Mr. Virojn Srethapramotaya (Independent Director

AUDIT COMMITTEE M
M
Mr. Kledchai Benja-athonsirikul

COMPANY SECRETARY Mrs. Pavinee Meensuk

SHARE REGISTRAR Thailand Securities Depository Co., Ltd.

14" Floor, 93, Ratchadaphisek Road, Din Daeng, Bangkok 10400

Telephone : 02-009-9000 Facsimile : 02-009-9992

AUDITORS EY Office Limited

33" Floor, Lake Rajada Office Complex, 193/136-137 Rajadapisek Road, Klongtoey, Bangkok 10110

Telephone : 0-2264-0777 Facsimile : 0-2264-0789-90

LEGAL ADVISERS Baker & McKenzie Co., Ltd.

22-26/F., Abdulrahim Building, 990 Rama IV Road, Bangkok 10500

Telephone : 0-2636-2222  Facsimile : 0-2636-2000

CONSULTANT UNDER Shangri-La International Hotel Management B.V.

MANAGEMENT Strawinskylaan 3127, 1077 ZX Amsterdam, The Netherlands

AGREEMENT Telephone : 31-20-5498200

KEY DATES = Record date on which shareholders have the right to attend and
vote at the Annual General Meeting of Shareholders : March 14, 2019

= Annual General Meeting of Shareholders © April 24, 2019

= Record date on which shareholders have the right to : May 3, 2019
receive Annual Dividend

= Proposed Payment of 2018 Annual Dividend : May 22, 2019

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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REMARKS : Investors can study additional information from the Company’s Annual Information Disclosure Form (Form 56-1)
on the SEC’s website : www.sec.or.th
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AUDIT COMMITTEE REPORT

The Audit Committee of Shangri-La Hotel Public Company Limited comprises three Independent Directors:
Mr. Kovit Poshyananda as Chairman of the Audit Committee, Mr. Jayavadh Bunnag and Mr. Kledchai Benja-athonsirikul

as Committee Members. During the year 2018, the Audit Committee meetings were arranged four times.

The Audit Committee performed activities within the scope of its Charter as assigned by the Board of directors

for the year 2018 as follows:

1. The Audit Committee checked the reliability of financial reports by reviewing the quarterly and annual
financial statements. The Audit Committee invited external auditors and the management to attend the meetings to
consider that financial reporting was in conformity with the auditing standards, the accounting standards and financial
reporting standards to ensure all inancial reports were presented fairly in all respects. In one of the meetings, the Audit
Committee also took the liberty of meeting with external auditors without the Company representatives. The external
auditors confirmed that they performed the engagements objectively and independently, with good cooperation of the

management.

2. The Audit Committee checked the reliability of Internal Control, conformance to tax laws and business

operations were in line with their objectives.

3. The Audit Committee received and approved the Internal Audit Summary Report for the year 2018 and
follow up reports on corrective actions taken. In reviewing the Company’s system of internal control, the Audit Committee
discussed the matter with the Financial Controller and Internal Audit Manager. The Committee has come to the

conclusion that the Company has an adequate and appropriate internal control system.

4. The Audit Committee assessed the independence of the Company’s external auditor prior to recommending

to the Board of Directors the appointment and remuneration of the external auditor for the coming year.

On 22 February 2019, the Audit Committee also reviewed the financial statements of the Company for the

year ended 31 December 2018 prior to recommending them to the Board of Directors for approval

LA —

MR. KOVIT POSHYANANDA
Chairman of the Audit Committee
22 February 2019



FINANCIAL HIGHLIGHTS

THREE-YEAR OVERVIEW
(Baht Million)

CONSOLIDATED 2018 2017 2016
Total Assets 9,320.05 9,253.36 8,649.74
Total Liabilities 650.81 656.15 570.46 a
P
Shareholders’ Equity 8,669.24 8,597.21 8,079.28 %
.
Revenues from Hotel Operations 2,546.09 2,398.67 2,203.30 Z
[a
=
Total Revenues 2,776.28 2,537.64 2,377.87 3
(]
Gross Profit 1,724.64 1,629.28 1,479.09 -
o
[a
Profit / (Loss) before Income Tax 900.88 71277 707.27 =
P
o
Net Profit / (Loss) after Income Tax 701.46 549.59 576.98 j
Gross Profit Margin 67.74% 67.92% 67.13% (E;
=
Net Profit / (Loss) Margin 25.27% 21.66% 24.26% ;
Return on Equity 8.13% 6.59% 7.26%
115
Return on Assets 7.55% 6.14% 6.76%
Assets Turnover (Times) 0.30 0.28 0.28 §
&
o
o
w
o
E
BOOK VALUE PER SHARE DIVIDEND PER SHARE EARNINGS PER SHARE z
(Baht) (Baht) (Baht) =
75 3 6
66.69 66,13 015 5.40
2.25 2.25 4.23 4.44
50 2 2.00 4
25 1 2
0 0 0

2018 2017 2016 2018 2017 2016 2018 2017 2016
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DIVIDEND PAYMENT POLICY

Dividend payment policy of the Company is to pay dividend not less than 30% of its net profit.

The Board of Directors at its meeting held on February 25, 2019 resolved to declare an annual dividend for
the operation of the Company from January 1, 2018 to December 31, 2018 at the rate of Baht 2.25 per share for
130,000,000 ordinary shares amounting to Baht 292,500,000 representing 42.27% of 2018 net profit, which will be
payable to shareholders of the Company (the “Shareholders”) on May 22, 2019 (subject to the Shareholders’ approval).

The annual dividend for the year ended December 31, 2017 was Baht 2.25 per share, representing to 46.37%
of 2017 net profit.

The dividend payment policy of the subsidiaries is not defined, it depends on the operating performance of

the subsidiaries.

POLICY AND BUSINESS REVIEW

POLICY AND OBJECTIVE

The Company determines the policy and direction for operations, inclusive of business development models,
in a continuous manner, to build stable growth and sustain the profitable generation, to be beneficial for shareholders
in the long run. The Company has always recognized the importance of shareholders’ transparency and accountability.
It is the belief of the Board of Directors of the Company that shareholders can maximize their benefits from good

corporate governance.

BUSINESS OVERVIEW

Shangri-La Hotel Public Company Limited’s principal activities are those of a hotelier which provide lodging,
food and beverage services, facilities for conferences and functions and others services and facilities in connection
with hotel business and investment holding. The Company has 2 hotels as follows:

1. Shangri - La Hotel, Bangkok

2. Shangri - La Hotel, Chiang Mai

Town Development Co., Ltd. (“TDL"), a wholly-owned subsidiary of the Company, was incorporated in Thailand.

TDL has no business other than investments in the various companies as follows:-

1) Apizaco Limited (“Apizaco”), a wholly-owned subsidiary of TDL, was incorporated in Hong Kong. Apizaco
has no business other than investment in other companies as follows:
1.1) Holding 10,501,055 shares in Shangri - La Asia Limited (“SA”), representing 0.29% of the total
issued and paid-up capital of SA; and
1.2) Holding 100% interest in Zukerman Limited (“Zukerman”) which was incorporated in British Virgin

Island. Zukerman has no business other than investments in 3 companies in Myanmar as follows:-



1.2.1) Holding 23.53% interest in Traders Yangon Company Limited;
1.2.2) Holding 22.22% interest in Shangri-La Yangon Company Limited; and
1.2.3) Holding 23.56% interest in Traders Square Company Limited.

2) Hasfield Holdings Pte. Ltd. (“HHL"), a wholly owned subsidiary of TDL, was incorporated in Singapore.
HHL now has no business.

3) TRR-Kerry Development Co., Ltd. (“TRR-Kerry”), a subsidiary in which TDL has a 57.33% interest, was
incorporated in Thailand. It does not engage in any other business other than investment in Don Muang Tollway Public
Company Limited by holding 2.05% shares. The value of investments at cost is approximately Baht 213 million.

4) Traders Hotel and Resort Limited (“THRL”), a wholly owned subsidiary of TDL, was incorporated in
Thailand. THRL now has no business.

The Company’s associated companies are as follows:

1) Traders Yangon Company Limited develops and operates Traders Hotel, an international 4-star hotel in
Yangon, Myanmar for residential, food and beverage services, facilities for conferences and functions and others
services and facilities in connection with hotel business. Traders Hotel has operated since November 1996. Traders
Hotel has been re-branding as an international 5-star hotel and renamed to Sule Shangri-La Hotel, Yangon since 28
April 2014.

2) Shangri-La Yangon Company Limited develops and operates 2 towers of serviced apartment -
Shangri-La Residences, Yangon located in Yangon, Myanmar. Shangri-La Residences, Yangon (Tower 1) was opened
to operate on 21 November 2013 and Tower 2 was opened to operate on 21 October 2014. Total inventory of the two
towers is 240 units.

3) Traders Square Company Limited develops a commercial complex in Yangon, Myanmar. The project
has been commenced for construction on 24 March 2014 and was opened for operation since 1 December 2016. The

project comprises of shopping malls and office spaces.

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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SHAREHOLDING

SHANGRI-LA ASIA LIMITED

SHANGRI-LA HOTEL

[EEIRY pyLic COMPANY LIMITED

: TOWN DEVELOPMENT
100+ co., LTD.

TRR-KERRY

° : TRADERS HOTEL :
CLEEERN e 0pMENT CO., LTD.| ekl AND RESORT LIMITED 100%

100+

APIZACO LIMITED

ZUKERMAN LIMITED

BBl HASFIELD HOLDINGS
100% PTE. LTD.

Bl TRADERS YANGON
23.53% C0., LTD.

Ml SHANGRI-LA YANGON | |
22.22% C0., LTD.

Ml TRADERS SQUARE
23.56% C0., LTD.

NAME

Town Development Co., Ltd.
No. 89 Soi Wat Suan Plu, New Road, Bangrak, Bangkok, Thailand
Telephone : (66) 2236 7777

ISSUED AND
PAID UP CAPITAL

Baht 1,303 Million

BUSINESS TYPE

Investment Holdings

TRR-Kerry Development Co., Ltd.

No. 89 Chao Phya Tower, 9" Floor, Room no. 901-903,

Soi Wat Suan Plu, New Road, Bangrak, Bangkok, Thailand
Telephone : (66) 2237 3737

Baht 231 Million

Investment Holdings

Traders Hotel and Resort Limited
No. 89 Chao Phya Tower, 9" Floor, Room no. 903, Soi Wat Suan Plu,
Telephone : (66) 2236 7777

Baht 0.2 million

Dormant

Apizaco Limited

No. 683, Kerry Center, 28" Floor, King’s Road,
Quarry Bay, Hong Kong

Telephone : (852) 2525 7211

HK$ 206.46 Million

Investment Holdings

Hasfield Holdings Pte. Ltd. S$ 34.22 Million Dormant

No. 1 Kim Seng Promenade, Great World City #06-02, Singapore

Telephone : (65) 6733 3600

Zukerman Limited US$ 1 Investment Holdings

No. 683, Kerry Center, 28" Floor, King’s Road,
Quarry Bay, Hong Kong
Telephone : (852) 2525 7211

Traders Yangon Co., Ltd.
223 Sule Pagoda Road, Yangon, Myanmar
Telephone (951) 242828

Kyat 21.60 Million

Hotel Operation

Shangri-La Yangon Co., Ltd.
223 Sule Pagoda Road, Yangon, Myanmar
Telephone (951) 242828

Kyat 11.88 Million

Serviced Apartment

Traders Square Co., Ltd.
223 Sule Pagoda Road, Yangon, Myanmar
Telephone (951) 242828

Kyat 0.52 Million

Commercial Complex




REVENUE STRUCTURE

MAIN
ACTIVITIES

Hotel and
Restaurant

2018 2017 2016
MANAGED (%) REVENUE REVENUE REVENUE
BY EQUITY| MILLION % MILLION % MILLION %
INTEREST BAHT BAHT BAHT
Shangri-La Hotel
Public Company Limited :-
1) Shangri-La Hotel, Bangkok 100%
- Room Revenue 1,125.39 | 28.89| 1,064.79 | 27.38 97117 | 25.73
- Food & Beverage Revenue 770.99 19.80 712.61 18.32 633.62 | 16.78
- Departmental Revenue 114.92 2.95 111.52 2.87 107.19 2.84
- Others Revenue 68.86 1.77 64.16 1.65 56.21 1.49
Sub total - Shangri-La, Bangkok 2,080.16 | 53.41| 1,953.08 |50.22| 1,768.19 | 46.84
2) Shangri-La Hotel, Chiang Mai 100%
- Room Revenue 347.28 8.92 338.42 8.70 328.11 8.69
- Food & Beverage Revenue 164.87 4.23 149.57 3.85 143.56 3.80
- Departmental Revenue 22.64 0.58 21.76 0.56 19.65 0.52
- Others Revenue 4.61 0.12 2.44 0.06 1.33 0.04
Sub total - Shangri-La, Chiang Mai 539.40 13.85 512.19 | 1317 492.65 | 13.05
Traders Yangon Company Limited
m Sule Shangri-La Hotel 23.53%
- Room Revenue 275.45 7.07 378.92 9.74 488.84 | 12.95
- Food & Beverage Revenue 196.51 5.05 242.68 6.24 315.23 8.35
- Departmental Revenue 43.50 1.12 54.65 1.41 63.27 1.68
- Others Revenue 2.83 0.07 2.78 0.07 1.26 0.03
Sub total - Sule Shangri-La Hotel 518.29 | 13.31 679.03 | 17.46 868.60 | 23.01
Shangri-La Yangon Company Limited
m Shangri-La Residences, 22.22%
Yangon
- Apartment Revenue 495.96 12.73 579.14 | 14.89 627.50 | 16.62
- Food & Beverage Revenue 3.65 0.09 4.14 0.1 4.87 0.13
- Others Revenue 5.72 0.15 5.91 0.15 5.83 0.16
Sub total - Shangri-La 505.33 | 12.97 589.19 | 15.15 638.20 | 16.91
Residences, Yangon
Traders Square Company Limited
= Sule Square Malls & Offices, 23.56%
Yangon
- Rental Revenue 215.66 5.54 128.57 3.31 5.02 0.13
- Others Revenue 35.93 0.92 26.94 0.69 2.33 0.06
Sub total - Sule Square Malls & 251.59 6.46 155.51 4.00 7.35 0.19
Offices, Yangon
Grand Total 3,894.77 |100.00| 3,889.00 [100.00| 3,774.99 [100.00

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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SHAREHOLDERS

Top Ten Major Shareholders as of January 18, 2019 (which was the latest record date) were as follows:

SHAREHOLDERS GROUP NO. OF SHARES PERCENTAGE (%)

1. Shangri-La Asia Group 95,694,648 73.61

2. Mr. Surin Asdathorn 3,473,200 2.67
g 3. Mr. Chana Asdathorn 3,055,500 2.35
E 4. Bangkok Bank Public Company Limited 2,832,600 2.18
é 5. Mr. Somkiat Asdathorn and spouse 1,879,100 1.45
g 6. Ms. Srisuda Sintavanarong 1,559,000 1.20
g 7. Mr. Ekaratana Tejavej 1,550,000 1.19
g 8. Mr. Boon Sintavanarong 1,518,800 1.7
;‘ 9. Mr. Utai Asdathorn 945,700 0.73
‘é 10.  Mr. Thitikorn Asdathorn 788,750 0.61
T
o
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MAJOR CHANGE IN THE YEAR

CORPORATE HIGHLIGHTS:
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There was no significant change in nature of business of the Company during the year 2018.

CONNECTED TRANSACTIONS

During the year 2018, the Company and its subsidiaries had business transactions with related parties as

per details appeared in Note 6 of Notes to Consolidated Financial Statements



INDUSTRY SITUATION
AND BUSINESS COMPETITION

SHANGRI-LA HOTEL, BANGKOK

The momentum of economic growth from previous years in Thailand continued during the first half of 2018
with strong growth in tourism and exports of manufacturing goods resulted in almost 5% growth of GDP. The favorable
current-account surplus and high foreign reserves, combined with the country’s continually low unemployment and
inflation rates have placed Thailand in enviable economic position. However, the country has seen headwinds in the
second half of 2018 as exports and tourism softened. GDP also showed no growth in third quarter compared with the

previous quarter.

For tourism sector, Thailand’s booming tourism industry has played a key role in the country’s economic
success, with the number of foreign tourists increased by roughly 40% from 2014 to 2018. It contributed nearly a fifth
of the country’s GDP while the government continues using tourism as a key tool to drive economy, reduce poverty

and lower income inequality for coming years.

Among foreign source markets to Thailand, Asian countries stood out with more than 65% share of tourist

arrival in 2018. The top 10 markets are as follows;

COUNTRY 2018 INTERNATIONAL VISITORS (MILLION)*
China 10.6
Malaysia 4.1
South Korea 1.8
Laos 1.8
Japan 1.6
Russia 1.5
India 1.5
Singapore 1.3
Vietnam 1.1
USA 1.1

*Remark: Preliminary estimate information by TAT

Chinese tourists have been the main driver growth since 2012. Thailand has seen its share of Chinese outbound
tourists rising steadily and has become the number one destination among Mainland Chinese travellers since 2015.
However, the aftermath of Phuket boat tragedy has resulted in a deep plunge in Chinese tourist arrivals in August 2018

and the following months.

Some of the key European markets such as UK, Germany and Russia have turned positive in number of arrival
to Thailand after recent years of declination due to various politico-economic factors. This allows Thailand to enjoy
diverse markets rather than heavily dependent on Chinese market. In the meantime, visitors from The Americas continue

to rise from various distribution channels.

For Bangkok, the city is named as number one city in the world by the MasterCard’s 2018 Global Destination
Cities Index making it the third consecutive year being ranked top of the list. This reaffirms that Bangkok remains the

most popular destination.

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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With tourism being acknowledged as one of seven pillars supporting the nation’s burgeoning digital economy,
Tourism Authority of Thailand (TAT) has been constantly stepping up tourism marketing efforts through various initiatives
and activities. The new concept “Open to the New Shades of Thailand” was introduced as the main marketing angle
throughout the year. The concept will deepen the Unique Thai Local Experience to a Million Shades of Thailand. This
will give more depth to the presentation of Thailand’s tourism, grow the business for grassroots tourism sector players,
and enhance the country’s image as a land of amazing diversity worth discovering further.

The Thai tourism industry is expected to carry on some difficulty towards 2019 from the trade war between
the US and China, increasing in interest rates and soaring fuel jet prices. These factors would force tourists to cut their
travel plans and lower consumption especially on luxury spending. Amidst hotel business competition, a number of
international hotel brands are scheduled to open in forthcoming years giving more supply to the sector and stimulating

intense competition.

SHANGRI-LA HOTEL, CHIANG MAI

This year Shangri-La Hotel, Chiang Mai has started with excellent first quarter with GOR of Baht 172 Million
above last year and budget and ending of total revenue increased by 5% against last year. In addition, the best banquet
revenue achievement (Baht 64.3 Million) above last year and budget and the GOP showing the highest since the hotel
opening (Baht 200.6 Million).

Business trend this year has been slightly decreased in overall individual travelers especially in quarter 2
and 4 due to decreased of Chinese tourists which trended to book 4 stars and boutique hotels. The hotel extended
special promotions for low demand periods throughout all segments to ensure and stay ahead of our competitive set
and gain market share. However, the group meeting and incentive business has shown a positive in quarter 1, 3 and
4. Based on the STR report year ended 2018, SLCM showed and ADR increased of 0.9%, lower than competitors
which were increased of 5.9%. In terms of Revpar change, the hotel increased 2.7% in 2018 as against of 3.8% for
the competitive set.

This year Ministry of Tourism and Sport has hosted the 37th Asean Tourism Forum (ATF) 2018 in Chiang Mai,
running from Jan 22 to 26, 2018.

Thailand scheduled to have the highest number of booths with 146 from 117 organisations and companies,

followed by Singapore with 41 booths from over 20 companies. Malaysia expected to have 40 booths.

The week-long event included meetings of the Asean Tourism Ministers at Shangri-La Hotel, Chiang Mai and
national tourism organisations, private sector groupings, restaurants, travel agents, tour operators, airlines and bilateral
at Chiang Mai Convention Center.

The Thailand Convention and Exhibition Bureau or TCEB has been promoting Chiang Mai’s development of
the service sector through exhibitions and underscored the city as a business gateway for the Greater Mekong Sub-
Region (GMS) due to Chiang Mai is ready in every aspect as a MICE city, covering from the hotel sector, the tourism
sector, convention centers, transportation, to the province’s unique culture. In 2018, TCEB has hosted many Incentive

and Convention planners’ familiarization trips from many regions such as Europe, and China.

An increase of daily direct International flights to Chiang Mai from Hong Kong, Macau, Taiwan, Laos, Myanmar,
Singapore, Korea, Malaysia and China has brought the total of weekly direct flights from 241 in year 2017 to 408 in
year 2018.

Thailand has once again been recognised with yet another prestigious honour by Conde Nast Traveller's

readers, who voted Chiang Mai among the Top 20 Small Cities in the World in its 31st annual Readers’ Choice Awards.

According to Condé Nast Traveller, “There’s a reason so many travellers beeline for Chiang Mai when they
visit Thailand-the city is undoubtedly the cultural capital of the country. Then there are the markets (we're big fans of
Warorot), rich aesthetics of both temples and nature, and the ever-present smells of espresso and curry. As for the
street food, let’s just say you haven't really lived until you order a bowl of khao soy.”



The Tourism Authority of Thailand (TAT) forecasts that international arrivals will reach 40 million in 2019,
representing an estimated growth of 2.5 million visitors from the 37.5 million predicted for 2018. In line with the increase

in visitor arrivals, TAT also expects tourism revenue to grow by 10%, reaching Baht 3.4 trillion in 2019.

ECONOMY AND POLITICAL SITUATION

The overall economy in the Northern Region as of November 2018, economic conditions of the northern region
expanded slightly from the same period last year. Tourism sector improved as Chinese tourist growth turned positive,
with Thai and foreign visitors from other countries increasing. Farm income picked up on the back of both agricultural
price and production. Manufacturing production also expanded, especially in food production. In addition, private
consumption rose slightly, specifically spending on daily consumer goods. However, private investment declined,

due mainly to a fall in construction investment. Government spending decreased, both current and capital expenditures.

Tourism improved, Foreign visitors rose, as the number of Chinese tourists increased after falling for two
consecutive months. Foreign visitors from other countries, namely, Hong Kong, USA, UK, Europe and Asia continued
to rise. Moreover, the number of Thai visitors expanded. Key tourism indicators increasing from the same period last
year included the number of air passengers, the number of foreign visitors passing through immigration in Chiang Mai

International Airport and hotel occupancy rate.

SULE SHANGRI-LA HOTEL, YANGON
The hotel has maintained No 1 position in RevPAR, RGI: 125. Hotel supply continues to be added each year.

In 2017, 585 additional rooms (16%) and in 2018, 689 additional rooms (16%) were increased in the 5-star hotel sector

alone. In 2019, we will once again see an influx of 5-star hotel openings, with 851 new rooms (17%) daily average.
City ADR will soften further due to oversupply of hotel rooms and supply outstripping demand.

Myanmar is off the itinerary from most of the cruise series such as AMA Waterway (stopped in 2018), Cruiseco (stopped
in 2018), Avalon (will stop by end January 2019) due to current political situation.

International corporate companies are downsizing their business structures and reducing their travel &
operating costs.

The Ministry of Tourism announced that there were 2,844,508 Million arrivals to Myanmar during the first 10
months of 2018, only a marginal 1.2% increase over 2017. However, the high spending European tourists declined
over 20%. The private sector placed the Ministry of Tourism under severe pressure to “do something” and finally
Myanmar announced that the arrival cards would be scrapped and Visa Free status for Japan and Korea, as well as

Visa On Arrival for China and India was granted in Q4 and this is hoped to boost arrivals from Asian countries.

The World Bank predicts growth to be 6.8% in 2018/2019 due to steady growth in exports, including gas &
oil. However it mentions that our industry faces downside as there are declines in foreign investment and less tourism
spend will continue to place stress on the industry.

The fluctuations and depreciation of the Kyat this year generated many multi-nationals to cut costs significantly,
buy local and demand to receive quotes and settle bills in Myanmar Kyat. Tight controls on expenses, reductions in
the number of expats and localization of positions were some of the initiatives taken to control margins or reduce
losses. Some companies using Shangri-La had Internal Audit visits who benchmarked apartment rates, as well as
food prices. We have attended some meetings with clients loyal to Shangri-La where the CEOs have advised that as
some of our prices are 20-30% above internal benchmark surveys, they cannot continue to support us unless we make
downward adjustments. Some are demanding a range of value-adds and/or rates in Kyat and/or fixed to a fixed Kyat
rate. E.g. OCBC Bank, Telenor, and Ooredoo.

This has resulted in negative revenue impacts to the hotel, apartments and office tower, and we have seen

loyal customers shift business to competitor hotels.
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The hotels in our competitor set are:
1) Park Royal Yangon

2) Chatrium Hotel Royal Lake Yangon
3) Sedona Hotel Yangon
)

4) Pan Pacific Yangon

The hotel currently ranks 2nd out of 184 hotels on Trip Advisor, behind Novotel. This upward journey started
in July 2018, when the hotel was ranked 7th, and will continue into 2019, when we aim to secure the number one

position.

In general for Food & Beverage area, there are many international branded hotels in Yangon to choose from
and competition is high. Many senior level executives have been transferred out with their families and their positions
have been downgraded a level and the span of control for those roles widened. This change has impacted hotel F&B

revenues.

Major brand hotels have opened in last three years. Melia opened in 2016 with 7 F&B outlets. In 2017 Pan
Pacific opened with 3 restaurants and Lotte with 5 restaurants. The inventory, signature and variety of restaurant cuisines
from around the world increased in the city, giving guests more dining options. The new hotels have new Ballrooms
and clients have a wider range of choice. The number of free-standing independent cafes/ restaurants from around

the region will continue to grow, posing a challenging to hotel’'s F&B.

SHANGRI-LA RESIDENCES, YANGON

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

Shangri-La Residences, Yangon Tower 1 and 2 are fully operational with an inventory of 240 apartments.

There were 431 adults and 189 children residing in the property consisting of:

124

. Top five Supporting Companies being:

% SERIAL NO. COMPANY NAME UNITS

a

% 1. PC Myanmar (Hong Kong) Limited 25

é 2. Telenor Myanmar Ltd 22

- 3. Embassy of the United States of America 16
4. Sumitomo Corporation 10
5. ENI Myanmar 8

Top five Nationalities being:

SERIAL NO. NATIONALITY NO. OF TENANTS
1. Japanese 107
2. Malaysian 92
3. Indian 67
4. American 58
5. Singaporean 40




The Shangri-La Residences, Yangon competitor set is made up of the following 4 properties:

NO. OF ROOMS
Golden Hill | - Japanese owned and centrally located 210
Micasa - Under renovation, will rebrand to Mercure 183
(Accor Hotels Group) And mid-range apartments
Marina - Locally owned - mid range 128
Sakura - Japanese owned - mid range 262
Lotte - Korean owned 315

SULE SQUARE, YANGON

Traders Square Company Limited branded the commercial complex as “SULE SQUARE” opened for
commercial business effective 1 December 2016. The total available leasable area for office is 29,706 sgm and Retail
is 5,375 sgm as at 31 December 2018.

OFFICE MARKET

Demand

Demand has been healthy, however could have been better. Factors thatimpacted demand were a constant
increase in supply of office space, the Rohingya issue which slowed down FDI, and resulted in the economy slowing
down. Property prices also corrected downward. If there will be quicker reforms and market liberalization, it will give

a boost to demand moving forward in 2019.

The demand that has been seen is from companies moving out from villas or lower-grade buildings to quality
buildings. There are very few new customers and the demand comes mostly from whoever is in Myanmar - like

Petronas, Telenor, World Bank.

Supply

1. In 2017, the supply at the beginning of the year was 300,000 m2 and during that year 60,000 m2 (20%)
was added.

2. In 2018, the supply at the beginning of the year was 360,000 m2 and an additional 28,000 m2 was added
during the year - an 8% increase.

3. In 2019, the supply at the beginning of the year stands at 387,000 m2, with additional supply of 62,000
m2 (14% increase) expected to enter the market.

4. Between 1994 and 2017, the total office space supply grew at a compound growth rate of 9% and is likely
to grow higher in 2019 and beyond.

Most of the new supply is in the inner city area and in the downtown area new supply is expected in 2020 &
2021 (e.g. Yoma [40,000 m2]).
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Rent

The average rents have decreased and are currently stabilizing between US$ 28-32 per m2 and, for a bulk
deal like a full floor requirement by a large client. Myanmar Plaza and Junction City are offering between US$ 21-25

per m2.

Downtown still commands the highest rentals, followed by inner city and then outer city.
Trends

1. There has been a demand for high quality office spaces. Companies that were based in lesser-quality
buildings are looking at buildings like SQMO, Junction City and Myanmar Plaza.

2. Smaller companies that were based in residential buildings are moving to lower grade office buildings.

3. Large multi-nationals and quality companies are moving into downtown, primarily to Sule Square and
Junction City, and this is increasing occupancy in the downtown office complexes.

4. Parking, security and accessibility are all playing a key role in decision-making after commercial criteria,

wherein downtown is favorable, except perhaps for the traffic conditions.

RETAIL MARKET

Towards the end of Q3 2018, no new retail developments were introduced. This can be explained by the
sluggish construction activity observed at several projects. Following the recent delays, Yangon'’s total retail stock
remained unchanged at the end of 2018 at around 405,690 m2 but Colliers have forecasted new retail supply opening
in 2019 - totaling almost 150,700 m2 of additional leasable area. This would bring the retail stock to 586,506 m2.

These projects are the key openings in the pipe-line: Kantharyar Shopping Mall (Asia Myanmar Shining Star
Investment Co. Ltd), Central Boulevard (Phase 1 of Marga Landmark) and Space @ Yankin (Crown Roofing Co. Ltd.),

which are expected to be completed in Q1 2019. These are all situated in the Inner City Area.

Colliers anticipates the majority of the future supply in the next three years in the retail sector to be Inno City
(Korean), Yoma Central and The Garden by Kajima Corporation (Okura hotel site), which will only plan to open around
2021. Probably the biggest addition will come from the phase 2 of the Myanmar Plaza (HAGL), which should also

open around 2021 making this the largest in Myanmar.

Modern shopping centres like Junction City and Myanmar Plaza (HAGL) have luxury designer brands such
as Coach, Versace and Hugo Boss which are all still trading, however demand is still largely focused on affordable

products such as F&B outlets and “discount” fast moving consumer shops.
Our retail owners keep raising their request that we review the current rent rates due to:

1. Strengthening of the US$ and the Kyat devaluing (by 14% within last 12 months).

2. A demand for leases in Kyat. All the leases by Shwe Taung Group (such as Junction Square, Junction
Mawtin, Junction Zawana and City Mart) are in Myanmar Kyat.

3. Rate reductions - some other Landlords such as Junction City and Myanmar Plaza have offered rental

reductions of between 10% and 20% since July 2018.



ECONOMY AND POLITICAL SITUATION

Myanmar’s Economy suffered between 2016/2017 but performed better 2017/2018. GDP growth in 2016/2017
was 5.9% and improved to 6.4% for 2017/2018. Inflation was 7% in 2016/2017 and dropped to around 5.5% for
2017/2018. These improvements came from increased crop production and many garment factories that re-located
from China to Myanmar. FDI declined by 14% from 2016/2017 due to the delays in getting decisions from Ministries,
perception of slower government reforms and uncertainty over the Rakhine crisis. Impacts to the hotel industry not
only came from a decline in tourism but also there was an increase in fuel and food prices in Q2 of this year. One of

the main industries that slowed down this year was Tourism.

This quarter the depreciation of the Myanmar Kyat has caused concern in the business sector and across
the country. The Kyat has lost its value from 2011 when it was Kyat 850 to the US$ and this year it was trading at
around Kyat 1,600. In 2017, the Kyat rate (Central Bank of Myanmar) was stable with in a range of 1,345 to 1,367.

Some local bankers predict it will stabilize around 1,670 for 2019.
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MARKETING STRATEGY

SHANGRI-LA HOTEL, BANGKOK

The primary focus for 2018 was to attain Revenue Generation Index (RGI) growth from the previous year while
maintaining a fair market share in all segments. As a result, the hotel has closed the year of 2018 with 71.1% occupancy
or 3% growth from 2017. RGI was improved to 108/2018 from 106/2017 or 1.1% growth.

In view of strategy by segmentation, Individual (FIT) segment had implemented various initiatives in order to
gain occupancy base for further yielding opportunity where possible. This was done by flexing Best Available Rate
(BAR) deployment, attractive packages and tactical offers in Retail channels. The hotel also aimed to leverage its
membership ‘Golden Circle’ program, and increase customer loyalty while also acquiring new target customers to
increase business share. On the other hand, multiple actions and strategies were consistently acquired in group
business. This includes focusing on identifying potential industries and corporate companies organizing their event
in hotels, increasing sales trip frequency to visit feeder markets as well as getting more exposure in key industrial

events for brand awareness. All were in tandem with delivering high level of efficient services.

With an increasing importance of digital technologies in hospitality sector, it has disrupted and reformed the
way people are living and consuming in today’s world. In the global level, the management has embraced various
technological tools in order to interact with worldwide customers efficiently such as introducing its mobile application,
exposing in digital media platforms or signing strategic partnership with technology firm to integrate technologies as

a Smart Hotel. It has seen significant increase in customer engagement through social media and other digital platforms.

Targeting Customers

For 2018, the hotel's top geographical nationalities still mainly came from China with nearly 19% of total

number.

USA came in second place among the top source markets with 10.5% share and nearly 12% growth from

2017. The market was primarily driven by retail and corporate meeting group segment.

Japan was on the third rank with 7.4% share and 20.7% increase from 2017. It was followed by UK (7.2%
share), Korea (6.3%) and Singapore (4.7%).

Pricing Policy - Tier Pricing and Yield Management

The focus in 2018 was to drive the occupancy and generate more revenue in both FIT and Group segments
while balancing distribution channel mix. The hotel optimized its public rate by flexing and adapting dynamic tier pricing

proactively.

Golden Circle packages and offers were also a key focus to drive more traffic i.e. Double / Triple GC Points
offer for all BAR bookings in Shangri-La.com during the low season. This also benefited to the hotel’s loyal customers

to get valuable rewards and encouraged them to come back for stay.

Distribution and Sales Channels

From overall production in 2018, Hotel Direct represented 42% of all sales channels. This majorly includes
tour operators and corporate companies booking directly with the hotel. A 19% of production came from e-channel
platform using compatible booking engines. Another 16% came from the hotel’s e-direct channels including hotel’s
brand website, mobile website and mobile application. Other contribution came from various distribution channels

such as Regional Sales Office, cross selling from sister properties etc.



Number of Competitors - 2018

The hotel maintained its competitors set of 5 riverside hotels in the primary list, and another 5 city hotels in
secondary list considering the relevant competitive factors such as location, facilities, brand positioning, targeted

segments, pricing etc.

Bangkok’s recent opened luxury hotels in 2018

= Bangkok Marriott Hotel The Surawongse (opened April 2018, 303 rooms and 1,555sgm function space)
= Waldorf Astoria Bangkok (opened August 2018, 171 rooms)
= Hyatt Regency Bangkok Sukhumvit (opened December 2018, 273 rooms)

Bangkok’s new luxury hotels opening in 2019

= Rosewood Bangkok (opening 2019, 159 rooms)

= Capella Bangkok (opening Q2'2019, 101 suites and villas)

m Four Seasons Hotel Bangkok at Chao Phraya River (opening mid-2019, 300 rooms)
= Steigenberger Hotel Riverside Bangkok (opening late 2019, 259 rooms)

= Orient Express Hotel at King Power Mahanakorn (opening Q4'2019, 154 rooms)

Major Issues Affecting Competitiveness

High competition continues in 2018 for various segments, which resulted in aggressive pricing for both FIT
and group segments. The lower pricing challenges were mainly from riverside competitors such as Peninsula, Anantara

Riverside, AVANI Riverside and city hotels such as Marriott Marquis, Grand Hyatt or Centara Grand at CentralWorld.

As Bangkok is one of the most visited destinations in the world, increasing in hotel supply with against volatile
demand has resulted in more aggressive competition among hotels to maintain market share. Lower pricing challenge
is mainly coming from the hotel’'s competitor set such as Anantara, AVANI, Peninsula or Marriott Marquis etc. and

causes in a stiff average daily room rate improvement from the previous years.

Besides the prospective intense of the hotel business, the newest mega-shopping complex ‘ICONSIAM’
located on the west bank of Chao Phraya River is anticipated to be another key attraction of Bangkok tourism aligned
with mutual support from Tourism Authority of Thailand. This project expects to bring more traffic to riverside area as

remarkable destination.

Ability to Compete

Being the largest conference hotel in riverside with full functional facilities ranging from its prime location,
easy accessibility to all modes of transport including variety choices of F&B outlets have reinforced Shangri-La Hotel,
Bangkok as one of the leading MICE hotel in Bangkok. Albeit, the hotel has been facing aggressive competition. There
are a number of hotels emerging in town every single years. Despite the property’s strengths and uniqueness, competition

is inevitably high. Lower pricing challenges in order to gain more market share are mainly coming from direct competitors.

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

—

29

ANNUAL REPORT 2018




SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

13

(=}

ANNUAL REPORT 2018

SHANGRI-LA HOTEL, CHIANG MAI

In 2018, a stronger focus was placed on segment shifted from Wholesales Offline to book direct and retails
segments (Public, Wholesale Online and Package segments; 42.8%) and group meetings for 19.6% to drive room
nights business for the hotel. In addition, we focus on driving hotel occupancy and achieved the high conversion of

group meetings in term of room revenue by 7.9 % increase from budget.

Sales secured more MICE groups and increased coverage from selected countries and to raise booking
conversions with focus on driving MICE. Moreover, excellent achieved the high conversion of catering revenue by

6.1% which consider the high revenue for catering since the hotel opened.

Majority of the corporate companies in Chiang Mai are concentrated in Lamphun Industrial Estate which is
approximately 30 - 40 minutes drive from downtown. Itis a challenge to procure more room nights as these companies
prefer to use hotels within short distance to their offices. This year Schaffner EMC Co. LTD has expanded the factory
in Lamphun so we secured some share of their business in the city. Corporate business is generally booked from

overseas or Bangkok office. However, we have a booker incentive program to stimulate more bookings.
In 2019, we will drive ADR to gain the RevPar which project to increase RGI by 3.5%.
Local and social catering will continue to be a focus for the hotel to drive all year function and social events

utilizing the outdoor terrace.

Targeting Customers

China has slightly declined as the main feeder market and effected our hotel however it will remain the biggest

source for us. USA increased significantly from book direct channel and group segment.

The goal for 2019 is to grow retail segments and focus on solicit more MICE both overseas and domestic
from the Meeting/ Incentive planners, corporate companies, associations, Indian wedding planners. This year Thailand
is the host of ASEAN country so there will be at least 180 meeting throughout the year, so it is very important to target

local/foreign governments market.

Pricing Policy - Tier Pricing and Yield Management

The 2018 pricing structure reflected an overall increase of ADR less than 1% due to slow demand for individual
segment which needed to deploy competitive rate. In addition, the core segment for Shangri-La Hotel, Chiang Mai is
group, itis crucial to adopt flexible pricing However, during festive season we continued apply surcharge during peak
periods, i.e. Chinese New Year Holidays and New Year Holidays. Dynamic BAR by optimizing IDEAs Revenue
Management System, which helped to achieve higher yield management for retail segments such as Public, wholesales

online, package segments.

F&B Price increase of up to 6% for certain outlets was implemented in 2018 and we aligned the pricing of
beverages with our competition and free-standing restaurants to offer an attractive value proposition. For catering a
4-20% increase had been implemented in January/February 2018, which is still in line and not lower than our competitor

hotels.

Distribution and Sales Channels

Hotel bookings are coming from Tour Operator Direct to the hotel (31%). Mainly is Wholesales Travel Agents.
Followed by Company Direct to hotel (25%) from Group meeting, Corporate and Group Others. Internet big increased
from 19% LY to 24%, mainly is Wholesale Online segment. E-Direct also increased from 9% LY to 13% in 2018 affected

from Public Rates, Packages, Group meetings/ incentives and individual others.



Number of Competitors - 2018

Competitive set for 2018 has changed from Holidays Inn to Movenpick Suriwongs, which accommodation
renovation of 218 rooms were completed by end of 2018 and function room renovation finished by Q4 2018. Chiang

Mai see an increase in hotel room supplies in the small boutique hotel and 4-star market.

Major Issues Affecting Competitiveness

In 2018, the main issue affecting Shangri-La Hotel, Chiang Mai competitiveness was the occupancy declined
due to the Chinese travelers dropped while the rate was increased for individual travelers. Further to that the price war
amongst our competitive set when competing for group business. Competitive set hotels were aggressive in their rates
approach and group rates ranged from around Baht 3,200 including breakfast. There is a lack of direct flights from
major airlines (non-budget airlines) to Chiang Mai, thus the city has less advantage when bidding for international

conferences.

Ability to Compete

Shangri-La Hotel, Chiang Mai will continue to remain in its position as one of the leading MICE hotels, and
top wedding venues in Chiang Mai as there is a good chance that the demand may surpass the Hotel’s supply in the
city. Opportunity to explore new ‘Family Fun, and Well-ness aficionados’ emerging’ markets for leisure travelers and
Taiwan, Vietnam due to new fleet of EVA Airs, flight from Taipei to Chiang Mai and Vietjet Air from Ho Chi Min to
Chiang Mai.

SULE SHANGRI-LA HOTEL, YANGON

Drive Profitable Growth

m Efforts are focused on defending our position as rate and market leader. A passionate drive to maintain
our reputation of high service levels & improve TRUST scores. The focus will be on leveraging our other
two assets (Apartments & Office tower) as a key strategic objective for the hotel both in terms of revenue
generation but also to streamline business operations. The objective for the hotel is to minimize the de-
growth in GOR and through making every effort to maintain our margins deliver the 2018 forecast GOP at
US$4.4m (28% ) and a 2019 forecasted GOP of US$3.0m (22%).

Leverage on RSO & company synergy to grow GOR

= Ourkey feeder market is from Singapore and prioritize working more closely with RSO-Singapore for MICE

/ FITs and business meetings.

= GDS - Maintain our revenue penetration on Negotiated GDS business currently we are position #1. Feed

RSOs information on Cos / TMC booking comp hotels by reviewing Agency 360.

Distribution and sales channel mix

= Terminated 315 wholesale accounts and continue to shift business to retail segment.
m Convert OTAtravelers to book direct on shangri-La.com and mobile app by issuing 10% discount voucher.

m Target to achieve our goal of 13.5% e-direct business.
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Drive Operational Efficiency

Synergy across all three properties has been applied for the past two years. Implement enhancements to

move this to a new level:

- F&B at the hotel will manage F&B at the Apartments & new coffee shop at Sule Square.

- Director of Sales & Marketing will co-ordinate sales as well as Office Leasing at Sule Square, Yangon.

- Communications Manager for hotel with to look after hotel, F&B and Sule Square promotional and
marketing activities.

Target $213,000 cost savings in 2019:

- To manage food cost better in 2019 and reduce from 34.4% to 33.6%.

- Reduce food waste across Shangri-La Residences, Yangon and Sule Shangri-La Hotel, Yangon.

- Manning ratio to rooms has been reduced from 1.3 in Jan 2018 to 1.1 in Sep 2018.

- To send some of the F&B Key managers to task force during low season.

- Toclearall F&B 2019 Annual Leave by Aug 2019.

- Leveraging shared services across 3 properties in Operations, HR & Finance.

Finance/IT/HR/Reservations shared services:

- Shared Services for 2 properties in Yangon in Finance are Purchasing, Receiving, Paymaster and
General Cashiering is shared for Sule Shangri-La Hotel, Yangon and Sule Square, Yangon.

- Share Services for 3 properties in Yangon in Human Resources are Training and Recruitment. Employee
Welfare is shared for Sule Shangri-La Hotel, Yangon and Sule Square, Yangon.

- Shared Services for IT, Security and Engineering for Sule Shangri-La Hotel, Yangon and Sule Square,

Yangon to maximize efficiencies.

Salesforce productivity and marketing synergy

Sales & Marketing team of 3 properties are synergized under the supervision of Director of Sales &

Marketing.

Train a talented pool of sales force to cross-sell all 3 properties.

SHANGRI-LA RESIDENCES, YANGON

Strategic Plan to Improve Performance over Previous Year (Rooms and F&B)

ACTUAL ACTUAL TARGET
IMPROVING YIELD:
0 . 2017 2018 2019
Monthly Average Rate UsD 6,302 UsSD 5,976 USD 5,738

To retain our position as the premium serviced apartments in Yangon by leveraging our high levels of
personal service and regular family activities.

To maintain average 80+ % occupancy throughout the year by enhancing the sales team.

Key strategy is to secure “long term” leases for more than 12 months.

To engage tenants with regular communication and activities to enhance sense of family and home.
Maintain close relationships with the key embassies, UN organizations and remain the first choice for their
diplomats’ regular visits.

Diligent follow-ups on leases expiring 3 months out in order to lock them in for a minimum period of 1 to
2 years, keeping in mind new competition that is opening.

Leverage opportunities from hotel and office tenants.



= Know our competitors and find ways to move some of the tenants to Shangri-La.

= Use Golden Circle as a value add.

= \Where companies have multiple leases, negotiate best deal possible to retain them.

= Flexibility in rental rates for extension leases and new leases which we can lock in for one year, to be in
line with the current market rate.

= Sourcing new FDI companies and international companies from sources like DICA and MIC (although
there are very few new openings due to the current country situation).

= Distribution and sales channel mix.

= We have made inventory available on an OTA platforms, Booking.com and Expedia to target family &

young friends’ bookings. (Short-stays).

SULE SQUARE, YANGON

Way Forward - Strategy for Office Space

1. We began 2018 with 21% occupancy and a leased area of 6,042 m2. We managed to reach 67.8%
occupancy in December 2018, with a leased area of 20,151 m2. We sold 14,109 m2. Average full year occupancy

was 40.8% and the average full year lease rate was US$ 32.8 per m2.

2. In 2019, our targeted average occupancy is 77% and we have budgeted to end the year (Dec 2019) at
85%. We have budgeted to sell 5,183 m2 in 2019. Our budgeted average rate would be US$ 32.6 per m2.

3. Prior to 2018, for foreign companies who do not have MIC permits, we could lease only for one (1) year.
However, since 2018, we could lease for longer terms. Thus in 2018, for old tenancies that came up for renewal, we
tried to convert most of the lease agreements to a minimum of 2-3 year lease terms. We have also proposed longer

terms for all new tenants as well.

4. With regards to anchor tenants, we have locked them in for a longer period of time to provide more stability

of total available space:

COMPANY NAME LEASED AREA OCCUPANCY % TENURE
Telenor 6,345 m2 21.4% 5 years
Myanmar Breweries 3,055 m2 10.3% 5 years
World Bank + IFC 2,559 m2 8.6% 10 years
(with annual renewal)

5. In 2019, we have a total available space of 9,555 m2 to rent, of which 2,095 m2 represents one full floor
(Level 15), which we are trying to lease to one client. For smaller office requirements, we are selling the remaining

available units, spread across different floors.

6. One of the recent challenges faced was that we do not have any standard 84 m2 units available to lease,
as the available units are all approximately 300 m2 (corner blocks) in size. Since the demand is skewed towards smaller
units, we are now dividing one corner block on Level 16 into four smaller units (approximately 100 m2 each) to test

the market.

7. We anticipate growth in new demand coming from the Insurance and Banking industries in H2 2019, as

the sector opens up and the government issues operating licenses.
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MARKETING EFFORTS UPDATE

1. Premium Leather Pouch
Redemption (21-26 December)

Customers who spent 30,000 kyats and above at any shop in Sule

Square Mall, can redeem ONE premium leather pouch.

2. Christmas Gifts

A small gift and personalized greeting cards sent to all of our retail

and office in-house Tenants.

3. Christmas Bazaar at Mall Atrium
(21-26 December)

Invited retail and F&B in-house tenants

4. Social Media

= Sule Square Mall and Office Facebook page

= Sulesquaremalloffices Instagram

5. Advertisement

= 7 Days Newspaper (Myanmar Edition)
= “Dining Out” Video clip for F&B tenants.

6. Festive Activities

”ow

“It's Raining” “Snowmen” (Christmas Décor & Activities) Snowmen in all
shapes and sizes make the shoppers feel merrier this Christmas and

let them take part of our outdoor snow show.

7. Networking

Attend Business Association events and build stronger business

relationships to generate business leads.

8. Synergy with Sule Shangri-La
Hotel, Yangon and Shangri-La
Residences, Yangon

= Joint sales blitz with SSYN & SLRY teams.
m Offer special privileges from SSYN & SLRY to those who are
potential for all 3 properties.




CORPORATE SOCIAL RESPONSIBILITY (CSR) REPORT

SHANGRI-LA HOTEL, BANGKOK

Shangri-La Hotel, Bangkok has been active in launching an ongoing development strategy to enhance its
corporate social responsibility (“CSR”) activities in Thailand. The CSR Committee has been established to fulfill the
hotel’s responsibilities in five key areas: the environment, employees and the community, health and safety; supply

chain management and stakeholder relations.

The Environment

The hotel’s focus is primarily in five areas: climate change, ozone depletion, water use management, waste
disposal management and indoor air quality. The hotel practices a wide array of environmentally friendly measure,

including fitting all of the guestrooms and hotel public area with energy-saving LED light bulb and lamps.

The hotel is an industry leader in initiating environmental procedures, and was active in this area even before
becoming Thailand’s first certified ISO14001 hotel, the international Environmental Management System Standard, by
the London-based ERM Certification and Verification Services Ltd., in 2000. The hotel has implemented an extensive

list of internally developed environmental best practices, with inspections to monitor for compliance.

Employees and The Community

Staff are one of the hotel’'s most important assets; therefore, the management is committed to providing fair
employment opportunities and staff development. The hotel provides an environment where employees may achieve

their personal and career goals, including investment in training and development throughout.

We arrange various activities both inside and outside the hotel. The staff are more than happy to help out on
the CSR activities throughout the year. They help painting the children ward at Lerdsin Hospital, playing with children
patients, preparing food for bone cancer patients on Sarcoma Day, cleaning the street on World Clean Up day, joining

Vertical Run, and many more during the year.

Health and Safety

The hotel is committed to developing and maintaining a safe and healthy environment for its guests and
employees. The hotel is implemented a comprehensive set of precautionary and control measures to combat hepatitis
by providing vaccine to all related to and beverages. In addition, the hotel actively promotes wellness programmes to
improve the health and well-being of staff, for example, the annual “No Tobacco Programme”, food safety training,
weekly healthy programme, which we provide healthy and nutritious food at the staff restaurant, as well as weekly yoga
class and staff futsal matches twice a month.

Supply Chain Management

The hotel has always been committed to the highest standards of food quality, hygiene and safety as well as
environmental protection. We want to make sure the food we serve to both our colleagues and our guest is fresh and
safe to eat. We also recognize our responsibility to know where our food comes from, how they are sourced and ensure

that we avoid any harmful, illegal, and unethical means in doing so.

Shangri-La implements “Rooted in Nature” which aims to educate and communicate the sources of our food
ingredients. We support the local agricultural and fishing communities, and buy from internationally recognized/certified
sustainable sources that account for practices including chemical pesticide-free farming, Fairtrade, organically-certified.
We buy the sustainable seafood products that are not endangered and are caught through legal means and the

products certified by MSC (Marine Stewardship Council).
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Stakeholder Relations

The hotel is committed to meaningful dialogue and relevant actions with all stakeholders and engages with

them in a clear, honest and respectful way.

By formalizing its CSR structure and engaging in dialogue with the stakeholders, the hotel is illustrating that
CSR is no longer an optional addition to the business, but is an indispensable business component that customers
expect from the companies they patronise. Shangri-La Hotel, Bangkok is committed to protecting the environment,

respecting its staff and supporting the communities where it operates.

The hotel plans and supports our stakeholder as much as possible. We support Wat Suanplu School students
on Children Day by providing gifts to all students and teach them how to make new soap bar from the used soap of
our guestrooms under the “Soap for Hope” project, so they can sell it and earn some money. We plan a long term

project to support Lerdsin Hospital by upgrading the needed area and providing necessary medical equipment.

Shangri-La Hotel, Bangkok Commitment and Objective of Emhrace Project 2018 - 2019
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Lerdsin Hospital is a government specialized hospital under Ministry of Public Health. The hospital was

established in 1889 or 130 years ago. At the present, there are 4 buildings with capacity of 610 beds which have partial
renovation from time to time. The hospital mainly treats local poor patients under government scheme of 30 Baht for

every case.

Our Objectives:

= To upgrade pediatric ward on the 10th floor

m To provide vaccinations and other baby’s supply for Special Care for Pediatrics of Newborn baby Center
m To upgrade Breast Care Examination Room with necessary furniture and equipment

m To provide needed medical equipment; oxygen concentrator for Palliative Care Center

m To support bone cancer children patients in Sarcoma Day

= To support the Neuro Patient Children Special Group Outing “Once of the Lifetime”
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Neuro Patient Children Special Group Outing “Once of the Lifetime” is arranged to reduce the stress of
parents, pediatric patients and convince the outside society to understand and participate in sick children. This activity
is to support 70 people of both children, parents, nurses, and doctors on the meals during the trip. This activity has
created knowledge, smiles, laugh for all participants.

The last activity of Embrace Project 2018 with Lerdsin Hospital is to adopt two infant patients by supporting
them on vaccination, milk, and diapers. We also arranged and celebrated the Christmas and New Year party with all
children patients at Pediatric Ward. Our colleagues enjoyed spending their time to visit and entertain the patients on
21 December 2018.

This project had ended successfully with fully of smile on children patients and our colleagues faces.

Shangri-La Hotel, Bangkok is looking forward to participate in the next CSR’s activities in order to create a
meaningful moment and bond the hotel with local community and environment.

SHANGRI-LA HOTEL, CHIANG MAI

Shangri-La Hotel, Chiang Mai has continued its strategy to further strengthen its corporate social responsibility
(“CSR”) activities in Chiang Mai and Northern Thailand. The hotel’s CSR Committee has maintained its duty to take
responsibility for the company’s effects on environmental and social wellbeing in five areas: the environment, employees

and the community, health and safety; supply chain management and stakeholder relations.

The Environment

The hotel's aim to reduce its carbon footprint is driven by various core points focusing on water usage
reduction, landfill waste diversion and recycling and to decrease electricity consumption. Initiatives that were
implemented these targets included installing LED light bulbs across the hotel, heat exchangers, solar panels, irrigation
system, air condition improvements. Besides these initiatives the hotel has various environmentally friendly practices
in place to minimize the impact of our operation to the environment e.g. reduce using of plastic and control food
wastage. These are being practiced with the participation of guests and the staff such as the hotel's herb and vegetable

garden and tree planting amongst others.



Employees and The Community

The success of the hotel is based on the performance of its colleagues. Hence management is committed
to provide fair employment opportunities and colleagues development for all. This is managed by investing in trainings
to the colleagues at local institutes, inviting professional trainers to conduct specific training for the colleagues and

overseas exposure at various other Shangri-La properties.

Health and Safety

The hotel is committed to develop and maintain a safe and healthy environment for its guests and colleagues.
The hotel actively promotes and encourage the participation of wellness programs to improve the health and well-being
of colleagues. Inits center is the annual Physical health check-up for all colleagues, health talks by medical professionals
and several sport tournaments for all colleagues. All food handlers are undergoing an annual food safety training to

ensure a safe environment for all guests and colleagues of the hotel.

Supply Chain Management

The hotel has established food safety benchmarks and received Good Manufacturing Practice (GMP) and
Hazard Analysis Critical Control Point (HACCP) certificate since 16 May 2011 and ongoing by SGS (Thailand) Limited.
The hotel continues to directly engage with local suppliers to train and educate the owners and colleagues about
hygiene procedures and sustainable and environment friendly practices for their business. The direct contact with
suppliers enables the hotel to be able to receive products without middle man and therefore greater benefits for the

farmers. Due to this practice also guests and environment benefit as we are able to offer more organic produce.

Stakeholder Relations

The hotel is practicing a consequential communication to all stakeholders and engages with them in a clear,

honest and respectful way.

With our formalized CSR structure and strategy and by having a direct dialogue with stakeholders, the hotel
is illustrating that CSR is an indispensable business part to creating shared value and that customers expect from the

companies they patronize.

Shangri-La Hotel, Chiang Mai is committed to protecting the environment, respecting its colleagues and

supporting the communities where it operates.

Shangri-La Hotel, Chiang Mai commitment and Emhrace Project in 2018

Wat Lantong School locates in Sankhampeang district, Chiang Mai province. The school has 139 students
who leave in Sankhampeang and nearby district with 12 teachers. In present day, Wat Lantong School, Embrace
Project has renovated old toilet rooms and continued to renovate local wisdom to use for teaching in Local traditional
of Thai dance and music activities. The previous toilet rooms were in poor condition beyond mandatory fixing which

puts teachers, students and school residents in danger.
Objective:

1.1n 2017 handover Lanna building is not completed yet for the wall of building and will be continued in 2018.
Then in 2018, we built the wall around Lanna building, Local wisdom of Arts and Culture, the school use for teaching

and practicing Local traditional of Thai dance and music activities.

2. The rest rooms for students are old and poor condition. We renovate the rest rooms for teachers and

students for their health and hygiene.

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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Shangri-La Hotel, Chiang Mai has visited Wat Lantong School for 3 times in year 2018 and 2 times that children

come to join hotel activities.

The first visit started on January 12th, 2018, Shangri-La Hotel, Chiang Mai’s CSR committees and the hotel
colleagues from various departments organized a Children’s Day event at an EMBRACE School, Wat Lanthong School

in San Kamphaeng district, Chiang Mai, Thailand in order celebrate Thailand’s national Children’s Day.

The second visit in July 2018 to provide for the Embrace project was “Fire & Life Safety of student by Fire
Life Safety officer”. He organized a basic session of Fire Life Safety for the students and teachers. He conducted a

topic of what are the 3 elements of fire, type of fire and how to use extinguisher. They were enjoyed and good feedback.

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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Third visitin October 2018, Shangri-La Hotel, Chiang Mai CSR team lead by Mr. Gabriele Lombardo - General
Manager and Ms. Morakot Anurakbandith - Director of Human Resources along with Mr. Udom Pangthid - the Deputy
to the Director of Office of Elementary Education District 1 Chiang Mai and the teachers and students of Wat Lanthong
School, Chiang Mai had organized a ceremonial event in order to conduct the final inspection and handover the Art
Lanna Building and Student restrooms to the school. The building is the second phase of a continue CSR project since

2017 which consists of several facilities such as recreational area, teacher office and student restrooms.




Scholaships Program at Shangri-La Hotel,

Chiang Mai

Scholarship for future education of Dual Vocational
Training (DVT Program). Sustainability project for scholarship
hotel who are interesting to learn for Dual Vocational Training

that quite successful of the 1st one in 2016. Total 4 students.

1. Ms. Nisarat Promkamtip
2. Mr. Suthichai Intakaew
3. Ms. Chalinee Baikaew
4. Mr. Sitthichai Srihera

All of them are local students in Lanthong Sub-District,
Sankampheang District. They have started in program since
May 2017 and will be finished on February 2020. During
studying DVT will be trained with SLCM. After graduated will
be considered to employ as a permanent staff for available

positions.

Shangri-La Hotel, Chiang Mai

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

Install Hot Water from Solar Panal
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Install solar water heater tank to supply spa treatment

room 3 m3 per day with temperature 60 degree C.

ANNUAL REPORT 2018

Condensate to Warm The Swimming Pool

Condensation from laundry stream used to heat exchanger to warm water in swimming pool increase

temperature to 27degree C and save the water 10 m3 per day.
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MANAGEMENT EXECUTIVES

Shangri-La Hotel, Bangkok

SHAREHOLDING INCREASE/
AS AT (DECREASE) OF
NAME WORKING EXPERIENCE 31/12/2018 SHAREHOLDING
FROM
PREVIOUS YEAR
. Ms. Cheah Phui Meng Caroline | Jun 2014 - | General Manager - -
General Manager May 2017 | Sule Shangri-La, Yangon, Myanmar
Oct 2013 - | Hotel Manager
Jun 2014 Shangri-La Hotel, Bangkok, Thailand
. Mr. Jan Kaiser Mar 2016 - | General Manager - Task Force - -
Hotel Manager Jul 2016 Movenpick Hotel & Spa Bangalore,
India
Apr 2013 - | General Manager
Feb 2016 Movenpick Hotel Paris
. Ms. Nipa Smanote Jun 2005 - | Financial Controller - -
Area Financial Controller May 2012 Shangri-La Hotel, Bangkok, Thailand
. Ms. Chung Mei Cheen Dec 2016 - | Area Director of Sales & Marketing - -
Director of Sales & Marketing | Mar 2018 Shangri-La Hotel, Bangkok, Thailand
Jun 2016 - | Cluster Director of Sales & Marketing
Nov 2016 (Novotel Phuket Karon/Novotel Phuket
Surin/lbis Koh Samui), Thailand
. Mr. Jose Luis Duran Sanles Sep 2014 - | Food and Beverage Manager - -
Director of Food & Beverage | Nov 2016 Conrad Seoul, South Korea
Sep 2011 - | Food & Beverage Manager
Aug 2014 Sala Phuket Resort and Spa, Thailand
. Mr. Woon Swee Tong Jul 2011 - Project Manager - -
Director of Engineering Mar 2014 Goodland Limited, Macau
Apr 2010 - | Director of Engineering
May 2011 Shangri-La Hotel, Jakarta, Indonesia
. Ms. Paphun Chotigasupa Jul 2015 - Director of Human Resources / Area - -
Director of Human Resources| Sep 2017 Training Manager
Shangri-La Hotel, Bangkok, Thailand
Jan 2011 - | Area Director of Training & Quality
Jun 2015 Improvement
Shangri-La Hotel, Bangkok, Thailand
. Mr. Marc Erwin Cibrowius Apr2016 - | Executive Chef - -
Area Executive Chef - Apr 2017 Shangri-La Hotel, Bangkok, Thailand
Thailand Jun 2014 - | Executive Chef
Apr 2016 Shangri-La Hotel, Jakarta, Indonesia
. Mr. Sambhangi Raja Phani Oct 2017 - | Director of Rooms - -
Madhav May 2018 Four Seasons Hotel Mumbai, India
Director of Rooms Dec 2015 - | Director of Rooms
Oct 2017 Shangri-La Hotel, Bengaluru, India




Shangri-La Hotel, Chiang Mai

SHAREHOLDING | INCREASE/
AS AT (DECREASE) OF

NAME WORKING EXPERIENCE 31/12/2018 | SHAREHOLDING
FROM
PREVIOUS YEAR
1. Mr. Gabriele Lombardo May 2015 - | General Manager - -
General Manager Feb 2017 Shangri-La’s Le Touessrok Resort

& Spa, Mauritius

Jan 2015 - | Secondment to Corporate Office on
May 2015 special Project assignment
Shangri-La International Hotel
Management Limited

Oct 2014 - | Secondment to Shangri-La’s Villingli
Jan 2015 Resort & Spa, Maldives as Stand-in
General Manager

Shangri-La’s Villingli Resort & Spa,
Maldives

May 2013 - | Hotel Manager

Oct 2014 Island Shangri-La, Hongkong

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

2. Ms. Wiyada Sornprapha Jul 2013 - Director of Sales - -
Director of Sales and Dec 2013 Shangri-La Hotel, Chiang Mai, Thailand
Marketing Dec 2011 - | Director of Conventions & Incentive 149
Jun 2013 Sales Thailand
Shangri-La Hotel, Bangkok, Thailand E
3. Ms. Morakot Anurakbandith Sep 2005 - | Human Resources Manager - - g
Director of Human Resources| Jun 2007 The Millennium Hilton, Bangkok, Thailand &
o
4. Ms. Ubonwadee Maneesai May 2014 - | Assistant Financial Controller - - g‘
Financial Controller Mar 2016 Shangri-La Hotel, Bangkok, Thailand =
<<

Jul 2013 - | Senior Accounting Manager
Apr 2014 Shangri-La Hotel, Bangkok, Thailand

5. Mr. Ralf Kohler Feb 2015 - | Assistant Director of Food & Beverage - -
Director of Food & Beverage | Jul 2016 Shangri-La Hotel, Jakarta, Indonesia

Jun 2011 - | Food & Beverage Manager

Jun 2014 Le Meridien Phuket Beach Resort,

Phuket, Thailand

6. Mr. Paolo Pelosi Jan 2015 - | Executive Sous Chef - -
Executive Chef Aug 2016 Shangri-La’ s Mactan Resort & Spa,
Philippines

Jan 2009 - | Chef de Cuisine ltalian Restaurant
Jan 2015 Shangri-La Hotel, Tokyo, Japan

7. Mr. Sumit Thangthong Feb 2014 - | Chief Engineer - -
Chief Engineer Jan 2015 Centara Grand Phuket, Thailand

Jan 2013 - | Director of Engineering

Jan 2014 Conrad Maldives Rangali Island.

South Ari Atoll, 20077. Republic of

Maldives
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DIRECTORS AND MANAGEMENT EXECUTIVES’ REMUNERATION

The remuneration of Directors and Management Executives paid for the year ended 31 December, 2018 is
set out below:-

Board of Directors

NAME REMUNERATION (BAHT) TOTAL
BOARD AUDIT COMMITTEE

1. Mr. Pong Sarasin 500,000 - 500,000

2. Mr. Maris Pakdeetaveevivat 180,000 - 180,000

3. Mr. Suvat Asdathorn 180,000 - 180,000

4. Mdm. Kuok Oon Kwong 180,000 - 180,000

5. Mrs. Chanida Asdathorn 180,000 - 180,000

6. Mr. Somkiat Asdathorn 180,000 - 180,000

7. Mr. Surin Asdathorn 180,000 - 180,000

8. Mrs. Pavinee Meensuk 180,000 - 180,000

9. Mr. Kovit Poshyananda 180,000 400,000 580,000

10. Mr. Jayavadh Bunnag 180,000 300,000 480,000
11. Mr. Kledchai Benjaathonsirikul 180,000 300,000 480,000
12. Mr. Virojn Srethapramotaya 180,000 - 180,000
Total 2,480,000 1,000,000 3,480,000

Management Executives

In the year 2018, the Company paid salary and bonus including provident fund contribution to Management
Executives at a total amount of Baht 77.1 million.

Internal Controls

The Board is responsible for maintaining and reviewing the effectiveness of the Company’s system of internal
controls. Internal controls are designed to minimise the risks to which the Company may be exposed, and are designed
to manage rather than eliminate the risks to achieve business objective and can only provide reasonable and not
absolute assurance against misstatements or losses. Through the Audit Committee of the Company, the Board has
conducted reviews of the effectiveness of the system of internal controls of the Company. The reviews cover all material
controls, including financial, operational and compliance controls and risk management functions.

The internal audit function reports directly to the Audit Committee. Accordingly, regular internal audit reports
are circulated to the Audit Committee members and the Chief Financial Officer for their review in accordance with the
approved internal audit program.

In addition to the above, the Board also monitors its internal controls through a programme of internal audits.
The internal audit team reviews the major operational, financial and risk management controls of the Company on a
continuing basis and aims to cover all major operations within every division on a rational basis. The Board, therefore,
concludes that the Company has an adequate and appropriate internal controls system.

During the financial year ended 31 December 2018, there were no significant control failings, weaknesses or
significant areas of concern identified which might affect the shareholders’ stakes in the Company.



MONITORING OF INSIDE INFORMATION

The Company has a policy to prevent Board of Directors and Management Executives from using inside
information or information obtained from their duties for their own benefits by imposing a requirement for reporting on

the securities holding of Board of Directors and Management Executives at every Board of Directors’ Meeting.

CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE POLICY

The Company has always recognized the importance of shareholders’ transparency and accountability. It is
the belief of the Board of Directors of the Company (the “Board”) that shareholders can maximize their benefits from
good corporate governance. The Company has complied with the Corporate Governance in 5 categories namely,
Rights of Shareholders, Equitable Treatment of Shareholders, Role of Stakeholders, Disclosure and Transparency and
Board Responsibility as below details. The Board of Directors has reviewed the said policy to be in line with current

situations, in additional to comply to the relevant laws and regulations.

1) Rights of Shareholders

The Company has always recognized the importance of transparent and equal treatment for shareholders
by taking into account basic rights under laws to be given to the shareholders, such as knowledge of correct and
sufficient information of the Company; right to dividend allocation; share trade and transfer; and participation in
shareholders’ meeting to appoint or remove directors, to determine director remuneration, and to appoint auditor and
determine audit fee; including to do any act affecting the Company, by holding the shareholder meeting at least once
a year to enable the shareholders to know a variety of information of the Company and to consider and approve various

matters.

In 2018, the Company arranged for the Annual General Shareholders’ Meeting at Company’s premise
and distributed notice of shareholders’ meeting, including annual report, to shareholders 14 days prior to the
commencements of the meeting. The shareholders acknowledged agenda, the results of operations, financial reports,
and various information in an equal manner. In the case where the Shareholder could not attend the meeting by himself,
such shareholder could give a proxy to the Chairman of the Board of Directors or the Chairman of the Audit Committee
who were independent directors, or any person to attend the meeting by using any form of the proxies enclosed
together with notice of shareholders’ meeting to attend the meeting and the shareholder could indicate his/her opinion

on voting therein.

At the meeting, shareholders can raise any questions and comments on the performance and future
direction of the Company with the Directors. The Chairman and/or the Vice Chairman of the Board is available at annual
general meeting to answer questions raised by shareholders or other parties. The Chairman of Audit Committee is also
present to answer questions at any general meeting concerning approval of connected transactions or any other

transactions that are subject to shareholders’ approval.

The Chairman of the meeting also presented all types of the directors’ remunerations which are
remunerations of Directors and Audit Committee members to the shareholders to consider and approve every

year
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In voting, the right to vote in the meeting shall be in accordance with the number of shares held by the

shareholder, on a one-share one-vote basis.

For election of director, the shareholders have the right to vote for individual director by nominating the

name list of director to the shareholders to vote one by one.

After the meeting, the Company notified the resolutions passed at the shareholder meeting via news
system of the Stock Exchange of Thailand within the same workday and thereafter submitted the minutes of the
shareholders meeting containing the resolution of each agenda, inclusive of questions asked by the shareholders to

the Stock Exchange of Thailand within 14 days as from the date of the meeting.

2) Equitable Treatment of Shareholders

The Company specified the rules for shareholders’ meeting and List of documents required prior

to attending the meeting in the Invitation Letter to facilitate Shareholders who will attend the meeting by
themselves or by being a proxy holder to prepare documents or evidences for attending the meeting correctly.

The Company has a policy to prevent Board of Directors and Management Executives from using inside
information or information obtained from their duties for their own benefits by imposing a requirement for reporting on
the securities holding of Board of Directors and Management Executives at every Board of Directors’ Meeting and
every time upon change in their securities holding to prevent the directors and management from using internal

information to the extent that may cause damage to overall shareholders.

3) Role of Stakeholders

The Company is conscious of the rights of various stakeholders involved in operations such as
shareholders, customers, distributors, employees, community and environment. The rights have been fairly appropriated
to all stakeholders in order to strengthen cooperation between those and the Company and create the highest mutual

benefits on Good Corporate Governance basis.

The Company has issued a Code of Conduct and Ethics for employees (based on the Shangri-La Group
guidelines) as ethical principles to follow in the workplace day to day operations. It also has in place clear channels
of communication for whistleblowers in line with the Shangri-La Group whistle-blowing guidelines. At Shangri-La, we
believe that treating people fairly, honestly and with respect is not only part of our culture but key to our business
success. In dealing with guests, colleagues, business partner, shareholders or suppliers, we are committed to certain
core values that define our reputation and brand: integrity, fairness, respect, ethical business conduct and excellence

in service
Shareholders

The Company determines the policy and direction for operations, inclusive of business development
models, in a continuous manner, to build stable growth and sustain the profitable generation, to be beneficial for

shareholders in the long run.
Customers

The Company gives an importance in customers by taking into consideration the goods and services
qualities as provided for customers. The employees shall render services to and treat customers in the excellent and
equal manners. In this regard, the Company successively improves the services so rendered by providing training on
a variety of aspects to build maximum benefit to its customers and to cause impression to its customers for using its

services on a regular basis.



Distributors

The Company treats its distributors in the equal and fair manners by letting every of the distributors take
part in goods and price quotation, including letting the distributors to attend bidding for goods distribution for the
Company and supervising the compliance with trade and contractual conditions as agreed, for the maximum benefit

of the Company based upon just remuneration given to every party.
Employees

The employees are the most valuable resource for operations, thus, the Company gives an importance
to and aims to provide the employees good welfares in operations and treat every employee in the equal and fair
manners, including oversees the operational welfares and safeties at all times and lets the employees to express their
opinions, render their recommendations, and give their complaints, by providing recommendation and complaint
boxes, the data in which shall be sent to the General Manager for consideration and taking further actions. Additionally,
the Company provides training on a variety of aspects to develop knowledge and abilities of the employees in a

continual manner to give the employees the advanced operational skills and capabilities.

Community and Environment

The Company gives an importance in cohabitation with community by arranging activities beneficial for
community, including keeping clean and safety of the community in a continuous manner, such as providing training
to the employees to be informed of fire prevention, fire distinguishing practice, and cleansing of surrounding areas. In
addition, the Company aims to support the employees to have a concern about environment to conserve natural
resources and to take care of environment, as a policy on management which has been observed by the Company.
Shangri-La Hotel is the first hotel in Thailand to achieve ISO 14001 Certification. Moreover, Shangri-La Hotel, Bangkok
also achieved HACCP (Hazard Analysis and Critical Point System) certification.

4) Disclosure and Transparency

The Company realizes the importance of information disclosure and distribution to investors and
shareholders; hence, the Company assigns the Company Secretary to supervise financial information and crucial
information disclosure, inclusive of other information which may affect the decision-making of investors and shareholders,
in the correct, complete, and punctual manners as prescribed by laws and in accordance with the rules set out by the
Stock Exchange of Thailand and the Office of the SEC, and also enables shareholders and investors or general persons

to inquire the information as to the Company via the Secretary of the Company.

The Board of Directors realizes the importance of accurate and reliable financial statements, and thus
produces a report of the Board of Directors’ Responsibilities for inancial statements which includes all the main issues

as prescribed in the SET’s guidelines.

5) Board Responsibilities

The Company’s Board of Directors comprises twelve members including five independent directors. The

Chairman of the Board is independent.

The Board is responsible for the leadership and control of the Company, approve financial performance,
operating and capital expenditure budgets, including any other significant matters that affect the operation of the
Company.

The Board is responsible for the preparation of the financial statements. In preparing the financial
statements, Thai Financial Reporting Standards have been adopted, appropriate accounting policies have been used
and applied consistently and reasonable. The external auditor has a primary responsibility for auditing and reporting

on the financial statements and the Auditors’ Report to the Shareholders is included in this annual report.
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It is deemed essential duty of directors to attend the Board of Directors’ Meeting on a consistent basis
so as to acknowledge the results of operations and various problems arising, to join expressing their opinions and
making their decisions in the problem-solving for operations of the Company. The Board is scheduled to meet at least
four times a year at quarterly intervals and meets more frequently as and when required. The Board Meeting dates for
a financial year are agreed in the last Board Meeting of the preceding year in order that all directors can arrange their
time for the meetings efficiently. Every director attends every Board meeting, except with reasonable excuses. The
Board’s meeting minutes contains all important information and are kept properly by the Company Secretary.
Furthermore, the Company proposes the Meeting of the Board of Directors to certify such Minutes thereof as proposed
in the first agenda of the following Meeting of the Board of Directors. During the financial year ended 31 December
2018, the Board held four meetings.

Besides, in order to support the performance of duty of the Board of Directors to meet the goals set forth,
the Company provides the Company Secretary to render recommendations on rules, regulations, laws, and criteria,
in relation to the businesses of the Company, and to oversee and coordinate a variety of activities of the Board of
Directors and the management done in pursuance of the resolutions of the Board of Directors and the resolutions of

shareholders.

The Company has not established a nomination committee. New directors are sought mainly through
referrals or internal promotion. In evaluating whether an appointee is suitable to act as a Director of the company, the
Board will review the independence, experience, skills and knowledge of the appointee including integrity of the

appointee.

Aggregation or Segregation

The Company emphasizes on transparent business. To ensure appropriate segregation of policy issuing
from regular managerial responsibilities, the Chairman of the Board is an independent and not one of the management.
The Board also comprises another four independent directors who bring independent judgement, knowledge and

experience to the Board’s deliberation.

Leadership and vision

The Board of Directors participates in considering and approving operational plans and budgets of the
Company, as well as supervises Management to ensure that the operational plans are effectively implemented to meet
budget plans. Furthermore, the Board considers direction to do business for sustainable growth and its ability to

compete.

Remuneration for Directors and Management

The Company discloses the remuneration information in the Annual Report and Annual Registration Statement (Form
56-1). The remuneration for directors and management are appropriate and comparable to the general practice in the

same industry. Remuneration for directors is approved by the shareholders.

Conflict of Interests

To avoid any conflict of interests, all directors of the Company are required to follow rules and regulations
of the Stock Exchange of Thailand regarding Connected Transaction and relevant laws including obvious disclosure
of related party transaction. Moreover, the Company has policies to prevent directors, management or related parties

from appropriating the internal information for their own benefis.



Business Ethics

To achieve good corporate governance as well as to promote ethical business practices, the employee manual is
produced and distributed to all employees. The Board of Directors has complied with the Code of Best Practice for

Directors of Listed Companies in accordance with the Stock Exchange of Thailand’s guidelines.

Audit Committees

The Audit Committee of the Board was established on November 15, 1999 and currently comprises three

independent directors. The scope of work of the Audit Committee are as follows:

1. Toreview the financial reporting process of the Company to ensure accurate and adequate disclosure;

2. Toreview the Company'’s internal control system and internal audit system to ensure that they are
suitable and efficient;

3. Toensure the Company is in compliance with the Securities and Exchange Acts, the regulations of
the Stock Exchange of Thailand, and any other laws governing the Company’s business;

4. To determine the independence of the internal audit department, as well as to approve the
appointment, transmission and dismissal of the internal audit manager;

5. Toconsider, select and nominate an independent person to act as an external auditor of the Company,
to recommend his/her remuneration, and to attend the non-management meeting with the external auditor at least
once a year;

6. To review and ensure that connected transactions or the transactions that may lead to potential
conflict of interest are conducted in compliance with the laws and regulations of the Stock Exchange of Thailand so
as to ascertain such transactions are for the best interests of the Company;

7. To prepare and disclose the Report of the Audit Committee in the Annual Report of the Company.
The Report of the Audit Committee must be signed by the Chairman of the Audit Committee and contains the following
details:

(a) The opinion of the Audit Committee regarding the accuracy, completeness, reliability of the
financial statements of the Company;

(b) The opinion of the Audit Committee regarding the adequacy of the internal control system of
the Company;

(c) The opinion of the Audit Committee regarding the compliance with the Securities and
Exchange Acts, the regulations of the Stock Exchange of Thailand, and any other laws
governing the Company’s business;

(d) The opinion of the Audit Committee regarding the suitability of the external auditor of the
Company;

(e) The opinion of the Audit Committee regarding the transactions that may lead to potential
conflict of interest;

(f)  The number of the meeting of the Audit Committee held during the year and individual
attendance of each member;

(g) Any other opinions or remarks received by the Audit Committee, when performing its duty in
accordance with the Charter of the Audit Committee; and

(h) Other issues deemed necessary to be disclosed to the shareholders and the investors under

the roles and responsibilities authorized by the Board.

8. In performing the duty of the Audit Committee, when the following transactions or actions that may
materially affect the financial status or operational performance of the Company are found or suspected, the Audit
Committee must report the finding of the said event to the Board for corrective actions within a proper period as fixed
by the Audit Committee:
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(a) Transaction with conflict of interest;
(b) Fraud, irregularity or material defect in the internal control system; and

(c) Violation of the Securities and Exchange Acts, the regulations of the Stock Exchange of

Thailand, and any other laws governing the Company’s business.

In the case that the Board or the management fails to make rectification within the specified period, any
one of the Audit Committee member may report such transactions or actions to the Securities and Exchange Commission

or the Stock Exchange of Thailand;

9. To review and ensure efficiency of the risk management system of the Company;
10. To review and amend the Charter of the Audit Committee, subject to the approval of the Board; and

11. To perform any other tasks as assigned by the Board and agreed by the Audit Committee.

The Audit Committee met four times during the financial year ended 31 December 2018 and the attendance

record is set out in the table below:-

NAME TITLE MEETING ATTENDED / %
OF AUDIT COMMITTEE ELIGIBLE TO ATTEND
1. Mr. Kovit Poshyananda Chairman and Independent 4/4 100%

Director with expertise

In finance and accounting

2. Mr. Jayavadh Bunnag Independent Director 4/4 100%

3. Mr. Kledchai Benja-athonsirikul Independent Director 4/4 100%

Controlling System and Internal Audit

The Board realizes the importance of building internal control systems for operations and compliance.
The Board also monitors its internal financial control system through management reviews and a program of internal
audits. There is an internal audit office to review and monitor the company’s compliance with the established systems.
The internal audit team reviews the major operational and financial systems on a continuing basis and aims to cover
all major operations within every division on a rotational basis. The internal audit function reports directly to the Audit

Committee



ANTI CORRUPTION POLICY

The Board of Directors of Shangri-La Hotel Public Company Limited (hereinafter referred to as “Company”)
put a lot of focus on corporate governance for all operations within the Company and its subsidiaries and affiliates. In
addition, the Company has issued a Code of Conduct and Ethics for employees (based on the Shangri-La Group
guidelines) as ethical principles to follow in the workplace day to day operations. It also has in place clear channels
of communication for whistleblowers in line with the Shangri-La Group whistle-blowing guidelines. At Shangri-La we
believe that treating people fairly, honestly and with respect is not only part of our culture but key to our business
success. In dealing with guests, colleagues, business partner, shareholders or suppliers, we are committed to certain
core values that define our reputation and brand: integrity, fairness, respect, ethical business conduct and excellence

in service.

To ensure that the Company has a proper policy determining responsibility, guideline and regulation as a
tool to prevent corruption from all business transaction, it has written guideline called “Anti-Corruption Policy” in order
to prudently make a decision on any course of action that could possibly lead to corruption and to serve as an apparent

guideline in performing business and effectively developing to sustainability organization.

The Role and Responsibilities including Anti-Corruption Guidelines were reviewed and approved by the Board
at its meeting held on February 26, 2018 as details stated below.

The Board at its meeting held on February 26, 2018 also approved for the Company to participate in the “Thai
Private Sector Collective Action Coalition against-Corruption” in order to corroborate the Company’s standpoint and

emphasize on every Anti-Corruption case.

ANTI-CORRUPTION POLICY

Anti-Corruption Definition

Corruption means any types of bribery; an offering, giving, promising or agreeing to give, demanding or
accepting money, assets, or other inappropriate benefits from the government officers, government sectors, private
sectors, or responsible person either in direct or indirect action so that such person could proceed or disregard his/
her function in order to acquire, retain the business, recommend specific company to the entity, or achieve any improper
benefits in business transaction, Exception shall be applied in case of laws, regulation, statement, standard, custom,

or business traditions enable to do so.

Roles and Responsihilities

1) The Board of Directors is responsible for determining the policy, monitoring, and forming an effective
system supporting Anti-Corruption act in order to affirm that the Management Team intensively concerns, emphasizes,

and cultivates Anti-Corruption mindset as the Company’s culture.

2) The Audit Committee is responsible for revision of financial and accounting reports, internal control,

internal audit function, and risk management so that such operations are concise, appropriate and effective.

3) Internal Audit Manager is responsible for auditing, assessment and evaluation in business transactions
whether they are accurate and complied with guidelines, approval authority, standard, laws and policy in such monitored
department in order to assure that the internal controls are sufficient and suitable for probable risk in corruption. This

shall be directly reported to the Audit Committee.

4) The Management is responsible for determining Anti-Corruption system, promoting and encouraging
Anti-Corruption manner conveyed to all staff and related parties including reconsideration on system or regulation in

order to best adjust with business changes, regulation, standard and laws.
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Anti-Corruption Guidelines

1) The Board of Directors, Management Team and employees must not request/accept money, favor or

anything dishonestly or beyond the norm of people dealing business with the Company;

2) The Board of Directors, Management Team and employees must refrain from request/accept money,
favor, or gift from a person or juristic person running business with the Company neither for themselves nor others

which induce wrongful act or carrying out/omission from their particular duties;

3) ltis prohibited to give/offer anything for the benefits to third parties i.e. government officials, broker,
dealer, partner, etc. which includes particular persons to illegally carry out/omit from their particular duties or professional

services, or for exchange of undue privileges;

4) If any juristic person or outside person relating to the Company business offers gift or benefit to the
Company Management or employees for encouraging, they must be discreet on righteousness based on governmental
regulations. If the refuse will impact to the business relation, that receipt is acceptable, but the value of the gift or

benefit must not more than the prohibited by the government;

5) The personnel of the Company and their family members are prohibited to request, accept gifts or
property or any benefit from contractor, sub-contractor, customer, partner or any person dealing business with the

Company that may impact to unfairness or embarrassment in making decision or conflict of interest;

6) Personnel of the Company must not bribe or give favor as bribery to personnel of the Company or
outsiders. They shall keep in mind that offering gift, property or any form of favor to government services in and out of

the Kingdom shall not in contrary to local laws and customs;

7) Co-business with other parties, such as, government agency, state enterprises, local and foreign business,

must be run transparently, fairly, righteously, conforming to both Thai and foreign laws;

8) The Board of Directors, Management Team and employees must make clear to customer, partner,
contractor, person or juristic person dealing business with the Company that the Company has not supported any
corruption act and will not relate the corruption neither request nor acceptance nor every kind of bribe. It is a must to

report to the Company any corruption act found;

9) Anydirector, Management and employee who does not follow this policy is decided breaking the Company

regulations. In addition, if this breach is illegal, the Company will report to legal authorities for further legal action.



MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)

OPERATING PERFORMANCE REVIEW

Overview

The momentum of economic growth from previous years in Thailand continued during the first half of 2018
with strong growth in tourism and exports of manufacturing goods resulted in almost 5% growth of GDP. The favorable
current-account surplus and high foreign reserves, combined with the country’s continually low unemployment and
inflation rates have placed Thailand in enviable economic position. However, the country has seen headwinds in the
second half of 2018 as exports and tourism softened. GDP also showed no growth in third quarter compared with the

previous quarter.

For tourism sector, Thailand’s booming tourism industry has played a key role in the country’s economic
success, with the number of foreign tourists increasing virtually every year by 40% comparing between 2014 and 2018.
It contributed nearly a fifth of the country’s GDP while the government continues using tourism as a key tool to drive

economy, reduce poverty and lower income inequality for upcoming years.

Among foreign source markets to Thailand, Asian countries stood out with more than 65% share of tourist

arrival 2018. The top 10 markets as following:

COUNTRY 2018 INTERNATIONAL VISITORS (MILLION)*
China 10.6
Malaysia 41
South Korea 1.8
Laos 1.8
Japan 1.6
Russia 1.5
India 1.5
Singapore 1.3
Vietnam 1.1
USA 1.1

*Remark: Preliminary estimate information by TAT

Chinese tourists have been the main driver growth since 2012. Thailand has seen its share of Chinese outbound
tourists rising steadily and has become the number one destination among Mainland Chinese travellers since 2015.
However, the aftermath of Phuket boat tragedy has resulted in a deep plunge in Chinese tourist arrivals in August 2018

and the following months.

Some of the key European markets such as UK, Germany and Russia have turned positive in number of arrival
to Thailand after recent years of declination due to various politico-economic factors. This allows Thailand to enjoy
diverse markets rather than heavily dependent on Chinese market. In the meantime, visitors from The Americas continue

to rise from various distribution channels.
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For Bangkok, the city is named as number one city in the world by the MasterCard’s 2018 Global Destination
Cities Index making it the third consecutive year being ranked in the list. This reaffirms that Bangkok remains the most

popular destination.

With tourism being acknowledged as one of seven pillars supporting the nation’s burgeoning digital economy,
Tourism Authority of Thailand (TAT) has been constantly stepping up tourism marketing efforts through various initiatives
and activities. The new concept “Open to the New Shades of Thailand” was introduced as the main marketing angle
throughout the year. The concept will deepen the Unique Thai Local Experience to a Million Shades of Thailand. This
will give more depth to the presentation of Thailand’s tourism, grow the business for grassroots tourism sector players,

and enhance the country’s image as a land of amazing diversity worth discovering further.

The Thai tourism industry is expected to carry on some difficulty towards 2019 from the trade war between
the US and China, increasing in interest rates and soaring fuel jet prices. These factors would force tourists to cut their
travel plans and lower consumption especially on luxury spending. Amidst hotel business competition, a number of
international hotel brands are scheduled to open in forthcoming years giving more supply to the sector and stimulating

intense competition.

REVENUE, EXPENSES & PROFIT

The Thai Baht depreciated from Baht 31.73 per USD in the beginning of the year to Baht 32.54 per USD at
the end of year which had a small impact on both the hotel’s ADR as most of the hotel’s rates were quoted in Baht
since August 2008. Both the hotels shifted to quoting in Thai Baht and it also has some impacted on expenses which
were dollar denominated. Weaken Thai Baht resulted in increase in cost of operations from imported material,

commissions paid, and service contracts.

Shangri-La Hotel, Bangkok

Occupancy higher by 2.3 percentage points from budget also was higher by 2.1 percentage points from last
year. ADR was lower than budget by Baht 117.0 and marginally higher than last year by Baht 136.8 while revenue per
available Room (Revpar) was higher than last year by Baht 204.9. Overall revenue from rooms increased by Baht 60.6

million or 5.7%.

Higher occupancy has impacted the number of F&B covers, which increased by 48,936 or 6.1% from last
year. Average check was marginally above by Baht 6.8 or 0.8%. Overall Food and Beverage revenues increased by
Baht 58.4 million or 8.2% from the previous year. Total F&B departmental profit for the year was Baht 333.9 million
higher than last year by Baht 24.7 million or 8.0%

Minor Operating Department (“MOD”) revenues increased by Baht 3.4 million or 3.1%, Main contributor to

increase were Rented Office, Spa and Serviced Apartment representing 84.2% of total MOD revenue.

Shangri-La Hotel, Chiang Mai

Room Revenue increased by Baht 8.9 million. The Average Daily Rate “ADR” for the year closed below the
Bangkok property by 7.8%, which was in line with the rate differential between the two cities. Room profitability was

higher than the Bangkok hotel by 2.3 percentage points due to lower labour cost ratio.

Food and Beverage revenues in the hotel were encouraging and formed 30.8 of total hotel operating revenues.
Food and Beverage Department showed a profit increased of Baht 9.2 million (15.3%) over the previous year, while
profitability was at 41.9%, higher by 1.8 percentage points over last year. Food and Beverage profitability was lower

than Bangkok hotel by 1.4 percentage points.



CONSOLIDATED

In the overall results of the two hotels, there was increased in operating revenues by Baht 147.4 million or
6.2% compared to year 2017. Cost of sales increased by Baht 52.1 million or 6.8%. As a result, gross profit increased

by Baht 95.4 million or 5.9% from the previous year.

INVESTMENT REVIEW

Traders Hotel and Resort Limited

On 28 August 2015, the Board of Directors’ meeting of Town Development Company Limited approved a
resolution to acquire shares of Traders Hotel and Resort Limited, for a total consideration of Baht 60,000 (2,000 ordinary
shares at the par value of Baht 100 each), which is equivalent to the net book value as at 31 July 2015 (representing

100 percent of investment in that company). The shares were transferred to the subsidiary on 28 August 2015.

Traders Hotel and Resort Limited is currently dormant company.

Traders Yangon Company Limited

Traders Yangon Company Limited (“TYCL”), the 23.53% associated company held through Apizaco Limited
and Zukerman Limited, operates Sule Shangri-La Hotel (formerly known as Traders Hotel). TYCL recorded gross
revenue of USD 16.0 million in 2018, which represents a decrease of USD 4.0 million or a decrease of 19.8% from
previous year. The Hotel achieved occupancy of 44.8 percentage points in 2018 as compared to 48.3 percentage
pointin 2017, on room inventory of 474 units. Average Daily Rate decreased to USD 109.6 or 17.3% compared to USD
132.5 in prior year. Food and beverage revenue also recorded USD 6.1 million or a decreased of USD 1.1 million
compared to year 2017. The hotel recorded net loss of USD 5.1 million. TYCL has maintained Number 1 position in

RevPAR in the competitive set in Yangon.

Long Term Loan of USD 50 million was disbursed by International Finance Corporation (IFC) to TYCL in
November 2014, which was fully utilized to repay Interest free and Interest bearing Shareholders Loan. The IFC loan
repayment starts in 2016 with half yearly installments starting from March 2016 of USD 3,846,154 each and the rate
of interest as per loan agreement is 2.1% plus 6 month LIBOR rate, which currently is 4.668% p.a. for the period till 15
March 2019. Outstanding IFC Loan payable as at 31 December 2018 was USD 26,923,076.

Shangri-La Yangon Company Limited

Shangri-La Yangon Company Limited (“SYCL"), the 22.22% associated company held through Apizaco
Limited and Zukerman Limited, operates 2 towers of serviced apartment - Shangri-La Residences, Yangon. Both Tower
1 and 2 became fully operational on 21 October 2014 with an inventory of 240 apartments. The Serviced Apartments
closed the year 2018 with an occupancy of 89.2% (Last Year 94.0%) at an average monthly rental rate of USD 5,976
(Last Year USD 6,302), contributed to a total revenue of USD 15.6 million in 2017 (Last Year USD 17.4 million), decrease
of 9.9% and gross operation profit of USD 11.2 million (Last Year USD 12.8 million), decrease of 12.2%.

Long Term Loan of USD 30 million was disbursed by International Finance Corporation (IFC) to SYCL in
November 2014, which was fully utilized to repay Interest free and Interest bearing Shareholders Loan. The IFC loan
repayment starts in 2016 with half yearly instalments starting from March 2016 of USD 2,307,693 each and the rate of
interest as per loan agreement is 2.1% plus 6 month LIBOR rate, which currently is 4.668% p.a. for the period till 15
March 2019. Outstanding IFC Loan payable as at 31 December 2018 was USD 16,153,846.
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Traders Square Company Limited

Traders Square Company Limited (“TSCL”), the 23.56% associated company held through Apizaco Limited
and Zukerman Limited, operates Sule Square commercial complex, which commenced commercial business effective
01 December 2016. The Commercial Complex closed the year 2018 with office occupancy of 67.8% at an average
rent of USD 28.8 per sgm, contributed to a total revenue of USD 4.7 million and retail occupancy of 91.8% at an average
rent of USD 35.0 per sgm, contributed to a total revenue of USD 1.9 million. Gross Operating Profit was USD 5.0 million

with the office leasable area of 29,706 sgm and retail leasable area of 5,375 sgm.

TSCL has signed Facility Agreement dated 5 May 2017 for Long Term Loan of US$ 55 million (Facility A :
US$ 25 million and Facility B : US$ 30 million) from Bangkok Bank and OCBC Bank, Yangon at an Interest rate of 2.25%
plus 3 month LIBOR rate. The repayment of this loan will be in 7 years with 1st year grace period from signing the
Facility Agreement. Facility A of USD 23,863,636 was disbursed by Bangkok Bank to TSCL during August to December
2017. Outstanding Loan payable as at 31 December 2018 was USD 23,863,636

Apizaco Limited

The Company, through its 100% subsidiary based in Hong Kong called Apizaco Limited holds 10,501,055
shares of Shangri-La Asia Limited. As on December 31, 2018, the market value of the balance shares was HK$ 121.4
million against the cost of HK$ 83.7 million, thus creating an unrealized gain as reflected in the accounts.

Hasfield Holdings Pte. Ltd

Hasfield Holdings Pte. Ltd. is currently a dormant company.

CONTINGENT LIABILITIES/COMMITMENTS

The Company has guaranteed loans of its two associated companies, Traders Yangon Company Limited

and Shangri-La Yangon Company Limited, amounting to USD 11.77 million and USD 6.67 million, respectively.

Since the year 2013, the Company has signed up a short-term loan agreement with a subsidiary company,
Hasfield Holdings Pte. Ltd. The amount of loan is USD 15 million or Baht 489.2 million without security, interest free

and payable upon demand.

Capital commitments at the end of the year stood at Baht 30 million, relating to the construction and renovation
of the building of the Hotel.

FINANCIAL REVIEW

The consolidated balance sheet of the Company consists primarily of fixed assets of the hotel, cash and cash
equivalents and investments as mentioned above in addition to borrowing from a related company. Liquid assets

consisting of cash and bank deposits represent 49.9% (previous year 44.4%) of total assets.



ASSETS

As at December 31, 2018, the Group’s total assets amounted to Baht 9,320 million, an increase of 0.7% over

the assets at the end of 2017. These were comprised as follows:

2018 2017
BAHT % TO INCREASE/ BAHT % TO
(‘000) TOTAL |(DECREASE) (‘000) TOTAL
ASSETS ASSETS

Cash and cash equivalents 2,182,274 29.85% 1,935,334 846,940 9.15% o

Ll

Current investments - fixed deposits 1,872,030 20.09% (1,387,849) | 3,259,879 35.23% é

Trade and other receivables 165,697 1.78% (23,581) 189,278 2.04% z

<

Inventories 27,034 0.29% (1,943) 28,977 0.31% %

o

Other current assets 420 0.01% (175) 595 0.01% =

o

Investments in related parties 502,758 5.39% (273,351) 776,109 8.39% 5

Ll

Investments in other companies 131,151 1.41% - 131,151 1.42% §

Long-term loans to and accrued interest 1,977,470 21.22% (66,190) | 2,043,660 22.09% E.E

o

from related parties ‘é

Property, plant and equipment 1,812,037 19.44% (105,826) | 1,917,863 20.73% e
Intangible assets 5,523 0.06% 2,374 3,149 0.03% 163

Deferred tax assets 32,082 0.34% (4,817) 36,899 0.40% -

Other non-current assets 11,577 0.12% (7,281) 18,858 0.20% §

[a

Total 9,320,053 | 100.00% 66,695 | 9,253,358 | 100.00% §

o

=

o

=

=

<<

LIABILITIES AND SHAREHOLDERS’ EQUITY

The Company’s authorized capital of Baht 1,300 million has been fully paid up and it has a share premium

account of Baht 1,590.4 million. Statutory reserves amounted to Baht 130 million as at the end of the year.

The liquidity ratio improved to 8.7 against 7.6 in the previous year as a result of better cash inflows from

operation revenue and repayment of accrued construction.

CASH FLOWS

The cash flow statement highlights the changes in cash flows in operating, investment and financing activities
during the year. The ending balance of cash and cash equivalents as December 31, 2018 was Baht 2,782.3 million,
an increase of Baht 1,935.3 million from the previous year. The increase in cash balances are attributed mainly to
decrease in the Company’s consolidated current investments in fixed deposits with financial institutions by Baht 1,387.9
million (decreased 42.6%) when compared to 2017. The decrease in current investments in fixed deposits was mainly

from short term deposits instead of fixed deposits.
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PERFORMANCE

The Company’s consolidated revenues from hotel operations increased by Baht 147.4 million for the year
2018 or an increase of 6.2 percentage point from the previous year. The increase in revenues was a result of increase
in occupancies in Shangri-La Hotel, Bangkok by 2.1 percentage points and occupancy levels in Shangri-La Hotel,
Chiang Mai which increased by 1.2 percentage points. ADR of Shangri-La Hotel, Bangkok marginally increased by
2.6 percentage point and ADR of Shangri-La Hotel, Chiang Mai slightly increased by 0.9 percentage point. Food and
Beverage revenues increased in totality by 8.6 percentage point mainly from higher occupancy than prior year. Total

other operating department revenues from both hotels similarly also increased by 3.2 percentage point.

The consolidated profit before corporate income tax for the year ended December 31, 2018 increased by
Baht 188.1 million or an increase of 26.4 percentage point from the previous year. The increase in consolidated profit
before corporate income tax was due to the increase in the Company’s profit before corporate income tax of Baht 76.2
million and the increase in gain of subsidiaries of Baht 111.9 million. The increase in profit of subsidiaries was largely

due to exchange gain from loan to a related company.

In line with increase in revenues, selling expenses increased by Baht 9.6 million or 6.4 percentage point,
administrative expenses increased by Baht 29.3 million or 5.3 percentage point. Depreciation decreased by Baht 40.6
million or 15.3% was mainly due to the fully depreciation of 10-year life assets in Shangri-La Hotel, Chiang Mai.
Consequently, the total profit before corporate income tax was at Baht 900.9 million. The corporate income tax for this
year was Baht 176.9 million. The non-controlling interest of the subsidiary for this year was Baht 22.5 million. As a
result, the Company recorded a net profit after tax of Baht 701.5 million for the year ended December 31, 2018 (increased
by 27.6%).

Profit per share in 2018 was Baht 5.40 whereas profit per share in 2017 was Baht 4.23

LEGAL

In 2017, the Company filed a lawsuit with the Labour Court requesting the revocation of the order of the Social
Security Office which ordered the Company to pay additional contributions of Baht 8 million for the year 2010.
Subsequently, on 21 April 2018, the Central Labour Court ordered the revocation of the Social Security Office’s order
and the Board of Appeal’s decision. To date, the Social Security Office and the Board of Appeal have not appealed

the Court’s ruling and the case is deemed final.

AUDITORS’ REMUNERATION

AUDIT FEE

The following auditors of EY Office Limited, Mrs. Chonlaros Suntiasvaraporn, Certified Public Accountant
(Thailand) No. 4523 and/or Ms. Siraporn Ouaanunkun, Certified Public Accountant (Thailand) No. 3844 and/or
Mr. Chatchai Kasemsrithanawat, Certified Public Accountant (Thailand) No. 5813, were appointed as the Company’s
auditors for the fiscal year ended December 31, 2018 with the remuneration of Baht 1,650,000 (2017 : Baht 1,590,000).

NON-AUDIT FEE

There was no transaction for non-audit fee paid during the year 2018.



REPORT OF THE BOARD OF DIRECTORS’
RESPONSIBILITIES TO FINANCIAL STATEMENTS

The Board of Directors is responsible for the Company’s consolidated financial statements and financial
information presented in this Annual Report. The aforementioned financial statements which reviewed by the Audit
Committee have been prepared in accordance with Thai Financial Reporting Standards where an appropriate accounting

policy has been selected and implemented on a regular basis.

The Board of Directors is of the opinion that the financial statements of the Company and its subsidiaries as

of 31 December, 2018 are complete, accurate and reliable.

RISK MANAGEMENT

The strength of Thai Baht compared with foreign currencies has been a worrying factor for some markets,
resulting in Thailand being more expensive for travelers compared to the previous years. In order to prevent loss from
foreign exchange fluctuation, the hotel reserves the right to convert any payment in different currencies to Thai Baht

while the contracted partners shall indemnify the hotel against any loss arising from the conversion.

Shangri-La Hotel, Bangkok and Shangri-La Hotel, Chiang Mai carry adequate Public Liability insurance to
cover 3rd party liability towards damages from accident, sickness of guests caused from hotels goods and services.
There is also adequate Industrial All Risks insurance covering fire, earthquake, strikes, flood damage etc. as well as
Business Interruption insurance to cover loss of profits in case all or a section of the hotel is closed. Money and Fidelity

insurance as well as employees’ health, Personal Accident and Life insurance are there to cover risks in this area.

To safeguard against similar instances like SARS, H1N1 etc, the Company and both the hotels have a stringent
hygiene policy and strictly follows its Food Safety and Hygiene Management System as laid down for the whole Group.
Adequate fall back measures are in place should such or similar instances occur. The Shangri-La Hotel, Bangkok is
also HACCP (Hazard Analysis and Critical Point System) certified, ISO 14001 certified for an international environment
management standard and OHSAS 18001 (Occupational Health And Safety Assessment Series) certified for an

occupational health and safety management.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

Opinion

| have audited the accompanying consolidated financial statements of Shangri-La Hotel Public Company
Limited and its subsidiaries (the Group), which comprise the consolidated statement of financial position as at 31
December 2018, and the related consolidated statements of comprehensive income, changes in shareholders’ equity
and cash flows for the year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies, and have also audited the separate financial statements of Shangri-La Hotel Public
Company Limited for the same period.

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Shangri-La Hotel Public Company Limited and its subsidiaries and of Shangri-La Hotel Public Company

Limited as at 31 December 2018, their financial performance and cash flows for the year then ended in accordance
with Thai Financial Reporting Standards.

Basis for Opinion

| conducted my auditin accordance with Thai Standards on Auditing. My responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of my report.
I am independent of the Group in accordance with the Code of Ethics for Professional Accountants as issued by the
Federation of Accounting Professions as relevant to my audit of the financial statements, and | have fulfilled my other
ethical responsibilities in accordance with the Code. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, was of most significance in my audit
of the financial statements of the current period. These matters were addressed in the context of my audit of the financial
statements as a whole, and in forming my opinion thereon, and | do not provide a separate opinion on these matters.
I have fulfilled the responsibilities described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of my report, including in relation to these matters. Accordingly, my audit included the performance of procedures
designed to respond to my assessment of the risks of material misstatement of the financial statements. The results of
my audit procedures, including the procedures performed to address the matters below, provide the basis for my
audit opinion on the accompanying financial statements as a whole.

Key audit matters and how audit procedures respond to each matter are described below.

Recognition of Revenue From Hotel Operations

The revenue from hotel operations, which comprises room revenue, food and beverages revenue and related
services, is a significant account of the Company. Since it constitutes 92 percent of total revenue (separate financial
statements: 98 percent of total revenue) and revenue is derived from recurring daily transactions and the amounts
recorded directly impact the Company’s annual profit and loss. Moreover, the Company has numerous customers in
various categories with whom different commercial terms and conditions are applied. | have therefore focused on the
Company’s revenue from hotel operations recognition.

I have examined the revenue from hotel operations recognition of the Company by assessing and testing the
Company’s IT system and its internal controls with respect to the revenue cycle by making enquiry of responsible
executives, gaining an understanding of the controls and selecting representative samples to test the operation of the
designed controls, and with special considerations given to expanding the scope of the testing of the internal control
with respond to the risks of revenue recognition. | applied a sampling method to select revenue transactions and
examining supporting documents for actual revenue transactions occurred during the year and near the end of the
accounting period to assess whether revenue recognition was consistent with the terms and conditions, and whether
it was in compliance with the Company’s policy. | reviewed credit notes that the Company issued after the period-end,
including performed analytical procedures on disaggregated data and reviewed journal vouchers to detect possible
irregularities in revenue transactions throughout the period.



Net Realisahle Value of Long-Term Loans to and
Interest Receivahles from Related Parties

As disclosed in Note 6 to financial statements, as of 31 December 2018 the Group had long-term loans to
and interest receivables from related parties (three associated companies) which is significant to the consolidated
statement of financial position, | have paid particular attention to the determination of the net realisable value of loans
to and interest receivables from those associates, since these considerations required the exercise of significant
management judgement with respect to projections of the future operating performance of the associates, and the
determination of an appropriate discount rate and key assumptions.

| gained an understanding and assessed the management’s identification of the cash-generating units of the
associated companies, the assumptions of the future cash flow projections of the associated companies which were
estimated by an independent appraiser or management and the process of obtaining such figures. | also compared
previous cash flow projections with actual operating results in order to assess the exercise of management judgement
in preparing the cash flow projections of the associated companies and made a comparison between the long-term
growth rate and economic and industry forecast including the assessment of the discount rate based on average cost
of capital and other data which used by comparable organizations in the same industry.

Other Information

Management is responsible for the other information. The other information comprise the information included
in annual report of the Group, but does notinclude the financial statements and my auditor’s report thereon. The annual
report of the Group is expected to be made available to me after the date of this auditor’s report.

My opinion on the financial statements does not cover the other information and | do not express any form of
assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or my
knowledge obtained in the audit or otherwise appears to be materially misstated.

When | read the annual report of the Group, if | conclude that there is a material misstatement therein, | am
required to communicate the matter to those charged with governance for correction of the misstatement.

Responsihilities of Management and Those Charged with Governance

for the Financial Statements

Managementis responsible for the preparation and fair presentation of the financial statements in accordance
with Thai Financial Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Group’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibhilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
Thai Standards on Auditing will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.
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As part of an audit in accordance with Thai Standards on Auditing, | exercise professional judgement and
maintain professional skepticism throughout the audit. | also:

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group’s ability to continue as a going concern. If | conclude that a
material uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions
are based on the audit evidence obtained up to the date of my auditor’s report. However, future events
or conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. | am responsible
for the direction, supervision and performance of the group audit. | remain solely responsible for my audit

opinion.

I communicate with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal control that | identify

during my audit.

| also provide those charged with governance with a statement that | have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on my independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, | determine those matters that were
of most significance in the audit of the financial statements of the current period and are therefore the key audit matters.
| describe these matters in my auditor’s report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, | determine that a matter should not be communicated in my report because

the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such

communication.
I am responsible for the audit resulting in this independent auditor’s report.

o at S

CHONLAROS SUNTIASVARAPORN
Certified Public Accountant (Thailand) No. 4523
EY Office Limited
Bangkok: 25 February 2019



STATEMENT OF FINANCIAL POSITION

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES
As at 31 December 2018

(Unit: Baht)
Consolidated financial statements Separate financial statements
Note 2018 2017 2018 2017

Assets
Current assets E
Cash and cash equivalents 7 2,782,273,601 846,939,969 1,675,701,402 103,282,309 %
Current investments - fixed deposits ;

with financial institutions 1,872,030,585 3,259,879,353 1,845,000,000 2,870,000,000 g
Trade and other receivables 8 165,697,267 189,277,991 165,020,501 186,201,155 3
Inventories 9 27,034,236 28,977,451 27,034,236 28,977,451 E
Other current assets 420,315 594,868 394,866 573,098 E
Total current assets 4,847,456,004 4,325,669,632 3,713,151,005 3,189,034,013 g
Non-current assets i
Investments in subsidiaries 10 - - 1,303,000,000 1,303,000,000 5
Investments in associates 11 - - - - g
Other long-term investments b7

Investments in related party 12 502,757,918 776,108,865 - -

Investment in other company 13 131,150,597 131,150,597 - - 169
Long-term loans to and interest receivables ©

from related parties 6 1,977,470,397 2,043,660,068 - - §
Property, plant and equipment 14 1,812,036,784 1,917,863,138 1,810,183,170 1,916,009,524 g
Intangible assets 5,522,838 3,148,492 5,522,838 3,148,492 o
Deferred tax assets 21 32,082,233 36,898,988 15,679,553 20,496,308 §
Other non-current assets 11,576,693 18,857,786 11,576,693 18,857,786 g
Total non-current assets 4,472,597,460 4,927,687,934 3,145,962,254 3,261,512,110
Total assets 9,320,053,464 9,253,357,566 6,859,113,259 6,450,546,123

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF FINANCIAL POSITION (CONTINUED)

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

As at 31 December 2018

Note

Liabilities and shareholders’ equity
Current liabilities
Trade and other payables 15
Short-term loans from related party 6
Income tax payable
Other current liabilities 16
Total current liabilities
Non-current liabilities
Provision for long-term employee benefits 17
Rental deposits
Total non-current liabilities
Total liabilities
Shareholders' equity
Share capital
Registered, issued and fully paid up
130,000,000 ordinary shares of Baht 10 each
Share premium
Retained earnings
Appropriated-statutory reserve 18
Unappropriated
Other components of shareholders' equity
Equity attributable to owners of the Company
Non-controlling interests of the subsidiary 10
Total shareholders’ equity

Total liabilities and shareholders’ equity

Consolidated financial statements

(Unit: Baht)

Separate financial statements

2018 2017 2018 2017

332,544,300 331,810,917 331,792,842 310,058,532
- - 489,222,000 492 450,000
77,353,383 81,004,760 72,003,129 78,796,790
146,061,433 155,017,772 143,954,573 155,017,668
555,959,116 567,833,449  1,036,972544  1,036,322,990
74,338,111 71,073,462 74,338,111 71,073,462
20,513,858 17,241,188 20,513,858 17,241,188
94,851,969 88,314,650 94,851,969 88,314,650
650,811,085 656,148,099  1,131,824513  1,124,637,640

1,300,000,000
1,590,400,000

1,300,000,000
1,590,400,000

1,300,000,000
1,590,400,000

1,300,000,000
1,590,400,000

130,000,000 130,000,000 130,000,000 130,000,000
4,771,412,292 4,362,457,093 2,712,907,576 2,313,453,285
819,563,167 1,178,975,930 (6,018,830) (7,944,802)

8,611,375,459

8,561,833,023

5,727,288,746

5,325,008,483

57,866,920 35,376,444 - -
8,669,242,379  8597,209,467  5727,288,746  5,325908,483
9,320,053,464  9253357,566  6,859,113,259  6,450,546,123

The accompanying notes are an integral part of the financial statements.



STATEMENT OF COMPREHENSIVE INCOME

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES
For the year ended 31 December 2018

(Unit: Baht)
Consolidated financial statements Separate financial statements
Note 2018 2017 2018 2017
Profit or loss:
Revenues E
Revenues from hotel operations 2,546,092,077 2,398,672,934 2,546,092,077 2,398,672,934 E
Other income ;
=<

Interest income 95,220,043 84,653,364 42,679,003 40,381,562 s

Exchange gains 37,324,032 - - - 3

Others 97,639,452 54,315,523 30,794,223 26,220,476 (é
Total revenues 2,776,275,604 2537,641,821 2,619,565,303 2.465,274,972 z
Expenses E

S

Cost of hotel operations 821,450,680 769,395,783 821,450,680 769,395,783 i
Selling and distribution expenses 161,107,003 151,470,424 161,107,003 151,470,424 5
Administrative expenses 586,164,978 556,909,820 557,038,719 543,942,001 %
Depreciation and amortisation expenses 225,465,376 266,058,412 225,465,376 266,058,412 £
Allowance for losses on loans 6 81,210,687 - - -
Exchange losses - 81,039,451 - - 1 7 1
Total expenses 1,875,398,724 1,824,873,890 1,765,061,778 1,730,866,620 @
Profit before finance cost and income tax expenses 900,876,880 712,767,931 854,503,525 734,408,352 §
Finance income 20 - - 3,228,000 47,100,000 g
Profit before income tax expenses 900,876,880 712,767,931 857,731,525 781,508,352 E
Income tax expenses 21 (176,931,205) (155,009,564) (165,777,234) (150,710,520) §
Profit for the year 723,945 675 557,758,367 691,954,291 630,797,832 %

The accompanying notes are an integral part of the financial statements.
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STATEMENT OF COMPREHENSIVE INCOME

(CONTINUED)

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

For the year ended 31 December 2018

Consolidated financial statements

(Unit: Baht)

Separate financial statements

Note 2018 2017 2018 2017

Other comprehensive income:
Other comprehensive income to be reclassified

to profit or loss in subsequent periods:
Exchange differences on translation of

financial statements in foreign currency (91,226,723) (197,336,535) - -
Gain (loss) on changes in value of

available-for-sale investments 12 (270,112,012) 417,509,419 - -
Other comprehensive income to be reclassified to profit

or loss in subsequent periods (361,338,735) 220,172,884 - -
Other comprehensive income not to be reclassified to profit

or loss in subsequent periods
Actuarial gain - net of income tax 1,925,972 - 1,925,972 -
Other comprehensive income not to be reclassified to profit

or loss in subsequent periods - net of income tax 1,925,972 - 1,925,972 -
Other comprehensive income for the year (359,412,763) 220,172,884 1,925,972 -
Total comprehensive income for the year 364,532,912 777,931,251 693,880,263 630,797,832
Profit attributable to:
Equity holders of the Company 701,455,199 549,593,682 691,954,291 630,797,832
Non-controlling interests of the subsidiary 22,490,476 8,164,685

723,945,675 557,758,367
Total comprehensive income attributable to:
Equity holders of the Company 342,042,436 769,766,566 693,880,263 630,797,832
Non-controlling interests of the subsidiary 22,490,476 8,164,685
364,532,912 777,931,251

Earnings per share
Basic earnings per share 22

Profit attributable to equity holders of the Company 5.40 4.23 5.32 4.85

The accompanying notes are an integral part of the financial statements.
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CASH FLOW STATEMENT

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES
For the year ended 31 December 2018

(Unit: Baht)
Consolidated financial statements Separate financial statements
Note 2018 2017 2018 2017
Cash flows from operating activities
Profit before tax 900,876,880 712,767,931 857,731,525 781,508,352 @
Adjustments to reconcile profit before tax to %
net cash provided by (paid from) operating activities: Z
Depreciation and amortisation 225,465,376 266,058,412 225,465,376 266,058,412 g
Allowance for doubtful accounts (reversal) (449,140) 496,116 (449,140) 496,116 §
Reduction of inventory to net realisable value 7,690 26,154 7,690 26,154 %
Reversal of allowance for interest receivables - - (27,702,123) (11,408,670) ;
Allowance for losses on loans 81,210,687 - - - _,'E_
Gain on sales of equipment (819,575) (1,527,153) (819,575) (1,527,153) Zl:
Provision for long-term employee benefits 11,343,174 7,752,637 11,343,174 7,752,637 E
Unrealised exchange gains - - (3,228,000) (47,100,000) §
Dividend income (66,845,229) (27,721,100) - -
Interest income (95,220,043) (84,653,364) (42,679,003) (40,381,562) 175
Profit from operating activities before o
changes in operating assets and liabilities 1,055,569,820 873,199,633 1,019,669,924 955,424,286 §
Operating assets (increase) decrease g
Trade and other receivables 19,506,284 (16,549,704) 19,498,645 (16,557,579) é
Inventories 1,935,525 3,195,013 1,935,525 3,195,013 g
Other current assets 174,553 (341,124) 178,232 (341,124) g
Other non-current assets 7,281,093 (11,324,145) 7,281,093 (11,324,145)
Operating liabilities increase (decrease)
Trade and other payables (32,664,917) 16,430,026 (11,663,990) 24,900,192
Other current liabilities (8,956,339) 35,366,628 (11,063,095) 35,366,525
Provision for long-term employee benefits (5,671,060) (2,290,818) (5,671,060) (2,290,818)
Rental deposits 3,272,670 986,519 3,272,670 986,519
Cash flows from operating activities 1,040,447,629 898,672,028 1,023,437,944 989,358,869
Cash paid for corporate income tax (176,247,320) (121,764,170) (168,235,633) (117,297,240)
Net cash flows from operating activities 864,200,309 776,907,858 855,202,311 872,061,629

The accompanying notes are an integral part of the financial statements.
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CASH FLOW STATEMENT (CONTINUED)

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

For the year ended 31 December 2018

Cash flows from investing activities

Decrease (increase) in current investments

Cash received from loans to related parties

Cash received from interest receivables from related party
Cash received from interest income

Dividend income

Acquisitions of building and equipment

Acquisitions of intangible assets

Proceeds from sales of equipment

Net cash flows from (used in) investing activities
Cash flows from financing activities

Dividend paid

Net cash flows used in financing activities

Increase (decrease) in translation adjustments

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental cash flows information
Non-cash items

Purchase of equipment for which no cash has been paid

Purchase of intangible assets for which no cash has been paid

Consolidated financial statements

(Unit: Baht)

Separate financial statements

Note 2018

1,387,848,768

65,611,861
66,845,229

(83,726,265)

2017

(1,000,979,353)
91,593,717
46,271,802
27,721,100

(111,585,621)

2018

1,025,000,000

27,702,123

44,810,152

(83,726,265)

2017

(620,000,000)

11,408,670

38,349,075

(111,585,621)

(4,973,600) - (4,973,600) -
904,372 2,324,870 904,372 2,324,870
1,432,510,365 (944,653,485)  1,009,716,782 (679,503,006)

25 (292,500,000) (260,000,000) (292,500,000) (260,000,000)
(292,500,000) (260,000,000) (292,500,000) (260,000,000)
(68,877,042) 62,930,851 - -

1,935,333,632

846,939,969

(364,814,776)
1,211,754,745

1,572,419,093

103,282,309

(67,441,377)

170,723,686

2,782,273,601

846,939,969

1,675,701,402

103,282,309

33,368,316

29,984

The accompanying notes are an integral part of the financial statements.

33,368,316

29,984



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES
For the year ended 31 December 2018

General information

Shangri-La Hotel Public Company Limited (“the Company”) is a public company incorporated
and domiciled in Thailand. Its parent company is Shangri-La Asia Limited, which was
incorporated in Hong Kong. The Company is principally engaged in hotel operations in
Bangkok and Chiang Mai provinces. The registered office of the Company is at No. 89,

Soi Wat Suan Plu, Charoenkrung Road, Bangrak, Bangrak, Bangkok.
Basis of preparation

The financial statements have been prepared in accordance with Thai Financial Reporting
Standards enunciated under the Accounting Professions Act B.E. 2547 and their
presentation has been made in compliance with the stipulations of the Notification of the
Department of Business Development dated 11 October 2016, issued under the
Accounting Act B.E. 2543.

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

The financial statements in Thai language are the official statutory financial statements of

177
the Company. The financial statements in English language have been translated from the
Thai language financial statements. S
The financial statements have been prepared on a historical cost basis except where §
otherwise disclosed in the accounting policies. g

=
Basis of consolidation <

a) The consolidated financial statements include the financial statements of Shangri-La
Hotel Public Company Limited (“the Company”) and the following subsidiary
companies (“the subsidiaries”):

Company’s name Nature of business Country of incorporation Percentage of shareholding
2018 017
Percent Percent

Subsidiary held directly by the Company

Town Development Company Limited Holding investment Thailand 100.00 100.00

Subsidiaries held through its subsidiaries

Apizaco Limited Holding investment Hong Kong 100.00 100.00
Hasfield Holdings Pte., Ltd. Holding investment Singapore 100.00 100.00
Zukerman Limited Holding investment British Virgin 100.00 100.00
TRR-Kerry Development Company Limited Holding investment Thailand 57.33 57.33

Traders Hotel and Resort Limited Hotel business Thailand 100.00 100.00
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2.3

b)

d)

e)

f)

The Company is deemed to have control over an investee or subsidiaries if it has
rights, or is exposed, to variable returns from its involvement with the investee, and it

has the ability to direct the activities that affect the amount of its returns.

Subsidiaries are fully consolidated, being the date on which the Company obtains

control, and continue to be consolidated until the date when such control ceases.

The financial statements of the subsidiaries are prepared using the same significant

accounting policies as the Company.

The assets and liabilities in the financial statements of overseas subsidiary companies
are translated to Baht using the exchange rate prevailing on the end of reporting
period, and revenues and expenses translated using monthly average exchange
rates. The resulting differences are shown under the caption of “Exchange differences
on translation of financial statements in foreign currency” in the statements of changes

in shareholders’ equity.

Material balances and transactions between the Company and its subsidiary

companies have been eliminated from the consolidated financial statements.

Non-controlling interests represent the portion of profit or loss and net assets of the
subsidiaries that are not held by the Company and are presented separately in the
consolidated profit or loss and within equity in the consolidated statement of financial

position.

The separate financial statements present investments in subsidiaries and associates

under the cost method.

New financial reporting standards

(a) Financial reporting standards that became effective in the current year

During the year, the Company and its subsidiaries have adopted the revised financial
reporting standards and interpretations (revised 2017) which are effective for fiscal
years beginning on or after 1 January 2018. These financial reporting standards were
aimed at alignment with the corresponding International Financial Reporting Standards
with most of the changes and clarifications directed towards disclosures in the notes to
financial statements. The adoption of these financial reporting standards does not have

any significant impact on the Company and its subsidiaries’ financial statements.



(b) Financial reporting standards that will become effective for fiscal years

beginning on or after 1 January 2019

The Federation of Accounting Professions issued a number of revised and new
financial reporting standards and interpretations (revised 2018) which are effective for
fiscal years beginning on or after 1 January 2019. These financial reporting standards
were aimed at alignment with the corresponding International Financial Reporting
Standards with most of the changes directed towards clarifying accounting treatment

and providing accounting guidance for users of the standards.

The management of the Company and its subsidiaries believe that most of the revised
financial reporting standards will not have any significant impact on the financial
statements when they are initially applied. However, the new standard involves

changes to key principles, as summarised below.
TFRS 15 Revenue from Contracts with Customers

TFRS 15 supersedes the following accounting standards together with related

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

Interpretations.
TAS 11 (revised 2017) Construction contracts
TAS 18 (revised 2017) Revenue 179
TSIC 31 (revised 2017) Revenue - Barter Transactions Involving Advertising Services
TFRIC 13 (revised 2017) Customer Loyalty Programmes g
TFRIC 15 (revised 2017) Agreements for the Construction of Real Estate g
TFRIC 18 (revised 2017)  Transfers of Assets from Customers %

<<
Entities are to apply this standard to all contracts with customers unless those =

contracts fall within the scope of other standards. The standard establishes a five-step
model to account for revenue arising from contracts with customers, with revenue
being recognized at an amount that reflects the consideration to which an entity
expects to be entitled in exchange for transferring goods or services to a customer.
The standard requires entities to exercise judgement, taking into consideration all of

the relevant facts and circumstances when applying each step of the model.

The management of the Company and its subsidiaries believe that this standard will
not have any significant impact on their financial statements, except for the
reclassification of advances from customers to contract liabilities that is required to be

separately presented following the adoption of TFRS 15.
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(c) Financial reporting standards related to financial instruments that will become
effective for fiscal years beginning on or after 1 January 2020

During the current year, the Federation of Accounting Professions issued the set of
TFRSs related to financial instruments, which consists of five accounting standards
and interpretations, as follows:
Financial reporting standards:

TFRS 7 Financial Instruments: Disclosures

TFRS 9 Financial Instruments
Accounting standard:

TAS 32 Financial Instruments: Presentation
Financial Reporting Standard Interpretations:

TFRIC 16 Hedges of a Net Investment in a Foreign Operation

TFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

These TFRSs related to financial instruments make stipulations relating to the
classification of financial instruments and their measurement at fair value or amortised
cost (taking into account the type of instrument, the characteristics of the contractual
cash flows and the Company’s business model), calculation of impairment using the
expected credit loss method, and hedge accounting. These include stipulations
regarding the presentation and disclosure of financial instruments. When the TFRSs
related to financial instruments are effective, some accounting standards,
interpretations and guidance which are currently effective will be cancelled.

The management of the Company and its subsidiaries is currently evaluating the
impact of these standards to the financial statements in the year when they are
adopted.

Significant accounting policies
Revenue recognition
Revenues from hotel and restaurant operations

Revenues from hotel and restaurant operations mainly comprise of room sales, food and
beverage sales and revenues from auxiliary activities, and represent the invoiced value,
excluding value added tax, of goods delivered and services rendered after deducting
discounts and service charges.

Interest income
Interest income is recognised on an accrual basis based on the effective interest rate.
Dividends

Dividends are recognised when the right to receive the dividends is established.



4.2

4.3

44

4.5

4.6

Cash and cash equivalents

Cash and cash equivalents consist of cash in hand and at banks, and all highly liquid
investments with an original maturity of three months or less and not subject to withdrawal

restrictions.
Trade accounts receivable

Trade accounts receivable are stated at the net realisable value. Allowance for doubtful
accounts is provided for the estimated losses that may be incurred in collection of

receivables. The allowance is generally based on collection experience and analysis of debt
aging.
Inventories

Inventories are valued at the lower of cost (under the weighted average method) and net

realisable value.
Investments

a) Investments in available-for-sale securities are stated at fair value. Changes in the fair
value of these securities are recorded in other comprehensive income, and will be

recorded in profit or loss when the securities are sold.

b) Investments in non-marketable equity securities, which the Company classifies as

other investments, are stated at cost net of allowance for impairment loss (if any).

c) Investments in associates are accounted for in the consolidated financial statements
using the equity method.

d) Investments in subsidiaries are accounted for in the separate financial statements

using the cost method.

The fair value of marketable securities is based on the latest bid price of the last working

day of the year.
The weighted average method is used for computation of the cost of investments.

On disposal of an investment, the difference between net disposal proceeds and the

carrying amount of the investment is recognised in profit or loss.
Property, plant and equipment/Depreciation

Land is stated at cost. Buildings and equipment are stated at cost less accumulated

depreciation and allowance for loss on impairment of assets (if any).

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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4.7

4.8

4.9

Depreciation of plant and equipment is calculated by reference to their costs on the
straight-line basis over the following estimated useful lives:

Buildings - 20 -40 vyears
Machinery and building equipment - 10 -15 years
Furniture, fixtures and equipment - 5-10 vyears
Computer - 3-5 years
Motor vehicles - 5 years

Depreciation is included in determining income.
No depreciation is provided on land and assets under installation.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on
disposal of an asset is included in profit or loss when the asset is derecognised.

Intangible assets

Intangible assets are recognised at cost. Following the initial recognition, the intangible assets
are carried at cost less any accumulated amortisation and any accumulated impairment losses
(if any).

Intangible assets with finite lives are amortised on a systematic basis over the economic
useful life and tested for impairment whenever there is an indication that the intangible
asset may be impaired. The amortisation period and the amortisation method of such
intangible assets are reviewed at least at each financial year end. The amortisation
expense is charged to profit or loss.

The useful lives of intangible asset, computer software are 3 and 5 years.
Related party transactions

Related parties comprise enterprises and individuals that control, or are controlled by, the
Company and its subsidiaries, whether directly or indirectly, or which are under common
control with the Company and its subsidiaries.

They also include associated companies and individuals which directly or indirectly own a
voting interest in the Company and its subsidiaries that gives them significant influence
over the Company and its subsidiaries, key management personnel, directors, and officers
with authority in the planning and direction of operations of the Company and its
subsidiaries.

Foreign currencies

The consolidated and separate financial statements are presented in Baht, which is also
the Company’s functional currency. ltems of each entity included in the consolidated
financial statements are measured using the functional currency of that entity.



410

4.1

Transactions in foreign currencies are translated into Baht at the exchange rate ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated into Baht at the exchange rate ruling at the end of reporting
period.

Gains and losses on exchange are included in determining income.
Impairment of assets

At the end of each reporting period, the Company and its subsidiaries perform impairment
reviews in respect of the property, plant and equipment and other intangible assets
whenever events or changes in circumstances indicate that an asset may be impaired. An
impairment loss is recognised when the recoverable amount of an asset, which is the
higher of the asset’s fair value less costs to sell and its value in use, is less than the
carrying amount. In determining value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. In determining
fair value less costs to sell, an appropriate valuation model is used. These calculations are
corroborated by a valuation model that, based on information available, reflects the amount
that the Company and its subsidiaries could obtain from the disposal of the asset in an
arm’s length transaction between knowledgeable, willing parties, after deducting the costs
of disposal.

An impairment loss is recognised in profit or loss.
Employee benefits
Short-term employee benefits

Salaries, wages, bonuses and contributions to the social security fund are recognised as
expenses when incurred.

Post-employment benefits and other long-term employee benefits
Defined contribution plans

The Company and its employees have jointly established a provident fund. The fund is
monthly contributed by employees and by the Company. The fund’s assets are held in a
separate trust fund and the Company’s contributions are recognised as expenses when
incurred.

Defined benefit plans and other long-term employee benefits

The Company and its subsidiaries have obligations in respect of the severance payments it
must make to employees upon retirement under labor law and other employee benefit
plans. The Company and its subsidiaries treat these severance payment obligations as a
defined benefit plan. In addition, the Company and its subsidiaries provide other long-term
employee benefit plan, namely long service awards.

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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413

The obligation under the defined benefit plan and other long-term employee benefit plans is
determined by a professionally qualified independent actuary based on actuarial
techniques, using the projected unit credit method.

Actuarial gains and losses arising from defined benefit plans benefits are recognised
immediately in other comprehensive income.

Actuarial gains and losses arising from other long-term benefits are recognised
immediately in profit and loss.

Past service costs are recognised in profit or loss on the earlier of the date of the plan
amendment or curtailment and the date that the Company recognises restructuring-related
costs.

Provisions

Provisions are recognised when the Company and its subsidiaries have a present
obligation as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

Income tax

Income tax expense represents the sum of corporate income tax currently payable and
deferred tax.

Current tax

Current income tax is provided in the accounts at the amount expected to be paid to the
taxation authorities, based on taxable profits determined in accordance with tax legislation.

Deferred tax

Deferred income tax is provided on temporary differences between the tax bases of assets
and liabilities and their carrying amounts at the end of each reporting period, using the tax
rates enacted at the end of the reporting period.

The Company and its subsidiaries recognise deferred tax liabilities for all taxable temporary
differences while they recognise deferred tax assets for all deductible temporary
differences and tax losses carried forward to the extent that it is probable that future
taxable profit will be available against which such deductible temporary differences and tax
losses carried forward can be utilised.

At each reporting date, the Company and its subsidiaries review and reduce the carrying
amount of deferred tax assets to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred tax asset to be utilised.

The Company and its subsidiaries record deferred tax directly to shareholders' equity if the
tax relates to items that are recorded directly to shareholders' equity.



4.14 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between buyer and seller (market participants) at the measurement
date. The Company and its subsidiaries apply a quoted market price in an active market to
measure their assets and liabilities that are required to be measured at fair value by
relevant financial reporting standards. Except in case of no active market of an identical
asset or liability or when a quoted market price is not available, the Company and its
subsidiaries measure fair value using valuation technique that are appropriate in the
circumstances and maximises the use of relevant observable inputs related to assets and

liabilities that are required to be measured at fair value.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy into three levels based on

categorise of input to be used in fair value measurement as follows:

Level 1 - Use of quoted market prices in an observable active market for such assets or

liabilities

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

Level 2 - Use of other observable inputs for such assets or liabilities, whether directly or

indirectly
185
Level 3 - Use of unobservable inputs such as estimates of future cash flows
At the end of each reporting period, the Company and its subsidiaries determine whether §
transfers have occurred between levels within the fair value hierarchy for assets and %
liabilities held at the end of the reporting period that are measured at fair value on a ;
recurring basis. g

5. Significant accounting judgements and estimates

The preparation of financial statements in conformity with financial reporting standards at
times requires management to make subjective judgements and estimates regarding
matters that are inherently uncertain. These judgements and estimates affect reported
amounts and disclosures; and actual results could differ from these estimates. Significant

judgements and estimates are as follows:
Property, plant and equipment/Depreciation

In determining depreciation of plant and equipment, the management is required to make
estimates of the useful lives and residual values of the plant and equipment and to review

estimate useful lives and residual values when there are any changes.
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In addition, the management is required to review property, plant and equipment for
impairment on a periodical basis and record impairment losses when it is determined that
their recoverable amount is lower than the carrying amount. This requires judgements
regarding forecast of future revenues and expenses relating to the assets subject to the

review.

Post-employment benefits under defined benefit plans and other long-term employee

benefits

The obligation under the defined benefit plan and other long-term employee benefit plans is
determined based on actuarial techniques. Such determination is made based on various
assumptions, including discount rate, future salary increase rate, mortality rate and staff

turnover rate.
Related party transactions

During the years, the Company and its subsidiaries had significant business transactions
with related parties. Such transactions, which are summarised below, were concluded on

terms and bases agreed upon between the Company and those related parties.

(Unit: Million Baht)

Consolidated Separate

financial statements

financial statements

Transfer Pricing Policy

2018 2017 2018 2017
Transactions with associated companies
Interest income 34 35 - - USD LIBOR and 0.92 to 2.05
percent per annum
Transactions with related companies
Revenue from hotel operations 33 24 33 24 Normal business price
Management fees 81 77 81 77 Contract price
Marketing and promotion fees 26 24 26 24 Contract price
Advertising and reservation fees 14 16 14 16 Contract price



The balances of the accounts between the Company and these related companies as at
31 December 2018 and 2017 are as follows:

(Unit: Thousand Baht)

Consolidated Separate
financial statements financial statements
2018 2017 2018 2017
Trade receivables - related parties (Note 8)
Related companies
Others 957 1,952 957 1,952 @
Total trade receivables - related parties 957 1,952 957 1,952 %
Other receivables - related parties (Note 8) %
Associated company %
Traders Yangon Company Limited 186 1,080 186 1,080 ;
Related companies g
Others 5,543 1,477 5,543 1,477 E
Total other receivables - related parties 5,729 2,557 5,729 2,557 E
2
Interest receivables from related party %
Subsidiary @
TRR-Kerry Development Company Limited - - - 27,702 187
Less: Allowance for doubtful interest receivables - - - (27,702) .
Total interest receivables from related party - net - - - - §
—
S
a
Long-term loans to and interest receivables %
from related parties é
Associated companies <
Non-interest bearing
Traders Square Company Limited 43,508 43,915 - -
43,508 43,915 - -
Interest bearing
Shangri-La Yangon Company Limited 737,178 732,189 - -
Traders Yangon Company Limited 511,290 505,586 - -
Traders Square Company Limited 767,054 761,970 - -
2,015,522 1,999,745 - -
Total 2,059,030 2,043,660 - -
Less: Allowance for losses on loans (81,560) - - -
Total long-term loans to and interest receivables
from related parties - net 1,977,470 2,043,660 - -

The above loans-interest bearing carry interests at the rates of USD LIBOR and 0.92 to

2.05 percent per annum and are repayable on demand.



(Unit: Thousand Baht)

Consolidated Separate
financial statements financial statements
2018 017 2018 2017

Other payables - related parties (Note 15)

Related companies

Shangri-La International Hotel Management Limited 23,769 16,186 23,769 16,186

Shangri-La International Hotel Management BV 16,026 11,505 16,026 11,505
& Other 32 73 32 73
s
E Total other payables - related parties 39,827 27,764 39,827 27,764
E
3
o Short-term loans from related party
§ Subsidiary
g Hasfield Holdings Pte., Ltd. - - 489,222 492 450
o
- - - 489,222 492,450
Z The above loans are repayable on demand and no interest bearing.
T
w

During the current year, movements of loans to and interest receivables from related

188 parties and loans from related party were as follows:

©

% (Unit: Thousand Baht)

% Separate financial statements

% Balance Increase Decrease Balance

% as at during during Gain on as at

= 1 January 2018 the year the year exchange 31 December 2018
Interest receivables from related party
Subsidiary
TRR-Kerry Development Company Limited 27,702 - (27,702) - -

Total interest receivables from related party 27,702 - (27,702) - -




(Unit: Thousand Baht)

Consolidated financial statements

Balance Increase Decrease Balance
as at during during Loss on as at
1 January 2018 the year the year exchange 31 December2018
Long-term loans to and interest receivables
from related parties
Associated companies
Non-interest bearing
Traders Square Company Limited 43,915 - _ (407) 43,508
Interest bearing
Shangri-La Yangon Company Limited 732,189 11,713 - (6,724) 737,178
Traders Yangon Company Limited 505,586 10,337 - (4,633) 511,290
Traders Square Company Limited 761,970 12,082 - (6,998) 767,054
Total 2,043,660 34,132 - (18,762) 2,059,030
Less: Allowance for losses on loans - (81,211) - (349) (81,560)
Total long-term loans to and interest receivables
from related parties - net 2,043,660 (47,079) - (19,111) 1,977,470
(Unit: Thousand Baht)
Separate financial statements
Balance Balance
as at Increase Decrease Gainon as at
1 January 2018  during the year  during the year exchange 31 December2018
Short-term loans from related party
Subsidiary
Hasfield Holdings Pte., Ltd. 492,450 - - (3,228) 489,222
Total short-term loans from related party 492 450 - - (3,228) 489,222

Directors and management’s benefits

During the years ended 31 December 2018 and 2017, the Company and its subsidiaries

had employee benefit expenses to their directors and management as detailed below.

Short-term employee benefits
Post-employment benefits

Total

Guarantee obligations with related parties

(Unit: Thousand Baht)
Consolidated financial statements/
Separate financial statements

2018 2017
73,292 61,317
3,792 3,944
77,084 65,261

The Company has outstanding guarantee obligations with its related parties, as described

in Note 26.3 to the financial statements.
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Cash and cash equivalents

(Unit: Thousand Baht)

Consolidated Separate
financial statements financial statements
2018 2017 2018 2017
Cash 4,872 4,094 4,858 4,064
Bank deposits 2,777,402 842,846 1,670,843 99,218
Total 2,782,274 846,940 1,675,701 103,282

As at 31 December 2018, bank deposits in saving accounts and fixed deposits carried
interests between 0.25 and 2.89 percent per annum (2017: between 0.25 and 1.57 percent
per annum).

Trade and other receivables
(Unit: Thousand Baht)

Consolidated Separate
financial statements financial statements
2018 2017 2018 2017

Trade receivables - related parties (Note 6)
Age on the basis of invoice date

Less than 120 days 957 1,952 957 1,952
Total trade receivables - related parties 957 1,952 957 1,952
Trade receivables - unrelated parties
Age on the basis of invoice date

Less than 120 days 125,018 153,606 125,018 153,606

120 - 180 days 198 602 198 602

Over 180 days 43 21 43 211
Total 125,259 154,419 125,259 154,419
Less: Allowance for doubtful debts (187) (636) (187) (636)
Total trade receivables - unrelated parties, net 125,072 153,783 125,072 153,783
Total trade receivables, net 126,029 155,735 126,029 155,735
Other receivables
Other receivables - related parties (Note 6) 5,729 2,557 5,729 2,557
Other receivables - unrelated parties 2,542 1,559 2,542 1,559
Interest receivables 10,966 15,489 10,290 12,421
Prepaid expenses 20,431 13,938 20,431 13,929
Total other receivables 39,668 33,543 38,992 30,466

Total trade and other receivables - net 165,697 189,278 165,021 186,201




9. Inventories

(Unit: Thousand Baht)

Consolidated financial statements/Separate financial statements

Reduce cost to net

Cost realisable value Inventories-net
2018 2017 2018 2017 2018 2017

Food and beverages 10,735 10,513 - - 10,735 10,513
Operating equipment 484 3,207 (295) (423) 189 2,784
General supplies 10,873 12,280 (178) (76) 10,695 12,204
Engineering tools, spare

parts and supplies 6,562 4,589 (1,147) (1,113) 5,415 3,476
Total 28,654 30,589 (1,620) (1,612) 27,034 28,977

During the current year, the Company reduced cost of inventories by Baht 0.8 million (2017:
Baht 0.2 million), to reflect the net realisable value. This was included in cost of hotel
operations. In addition, the Company reversed the write-down of cost of inventories by Baht

0.8 million (2017: Baht 0.2 million), and recorded as a reduction to the amount of inventories

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

recognised as expenses during the year.

191
10. Investments in subsidiaries
jee]
10.1 Details of investments in subsidiaries as presented in separate financial statements are as <
—
o
follows: e
wl
o
(Unit: Thousand Baht) =
)
Shareholding g
Company’s name Paid-up capital percentage Cost
2018 2017 2018 2017 2018 2017
(Percent) (Percent)
Town Development Baht 1,303 million  Baht 1,303 million 100 100 1,303,000 1,303,000
Company Limited

Total investments in subsidiary 1,303,000 1,303,000
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The Company’s subsidiaries held through its subsidiaries are summarised below.

Country of Percentage of
Company’s name Nature of business  incorporation Paid-up capital shareholding
018 017 018 017

(Percent)  (Percent)

Subsidiaries held through Town Development Company Limited

TRR-Kerry Development Company Limited  Holding investment Thailand Baht 231 million Baht 231 million 57.33 57.33
Apizaco Limited Holding investment Hong Kong HKD 206 million HKD 206 million 100.00 100.00
Hasfield Holdings Pte., Ltd. Holding investment Singapore  SGD 34 million  SGD 34 million 100.00 100.00
Traders Hotel and Resort Limited Hotel business Thailand Baht 0.2 million  Baht 0.2 million 100.00 100.00

Subsidiary held through Apizaco Limited

Zukerman Limited Holding investment British Virgin USD 1 USD 1 100.00 100.00

10.2 Details of investments in subsidiaries that have material non-controlling interests

(Unit: Thousand Baht)

Proportion of equity Profit allocated to non-
interest held by non- Accumulated balance of controlling interests
Company’s name controlling interests non-controlling interests during the year
018 017 018 2017 2018 2017

(Percent) (Percent)
TRR-Kerry Development 42.67 42.67 57,866 35,376 22,490 8,165

Company Limited

10.3 Summarised financial information that based on amounts before inter-company elimination
about subsidiary (TRR-Kerry Development Company Limited) that have material non-controlling

interests;
Summarised information about financial position

(Unit: Thousand Baht)

2018 2017
Current assets 6,631 644
Non-current assets 131,151 131,151

Current liabilities 2,167 48,888



Summarised information about comprehensive income

(Unit: Thousand Baht)

For the years ended 31 December

2018 2017
Revenue 58,627 21,327
Profit 52,708 19,134
Total comprehensive income 52,708 19,134

Summarised information about cash flow

(Unit: Thousand Baht)

For the years ended 31 December

2018 2017
Cash flow from operating activities (57,060) (22,090)
Cash flow from investing activities 63,042 21,327
Net increase (decrease) in cash and cash equivalents 5,982 (763)

11. Investments in associates

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

11.1 Details of associates:

193
(Unit: Thousand Baht) -
Consolidated financial statements g
—
Nature of Country of Carrying amounts based %
Company’s name business incorporation Shareholding percentage Cost on equity method ;
2018 2017 2018 2017 2018 2017 %
(Percent) (Percent)

Associated companies (owned by Zukerman Limited)

Traders Yangon Hotel Myanmar 2353 2353 28,667 28,935 - -
Company Limited
Shangri-La Yangon Serviced Myanmar 2222 2222 16,945 17,103 - -
Company Limited apartments
Traders Square Commercial Myanmar 23.56 23.56 676 682 - -
Company Limited complex and
office for rent
Total 46,288 46,720 - -

During the years 2018 and 2017, the Company has no share of profit/loss from investments

in associates in the consolidated financial statements.
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11.2 Summarised financial information of associates

Financial information of the associated companies is summarised below.

Total revenues

(Unit: Thousand Baht)

Paid-up capital Total assets Total liabilities for the years ended Loss for the years ended
Company’s name as at 31 December as at 31 December as at 31 December 31 December 31 December
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Traders Yangon USD 3.6 million USD 3.6 million 1,784,426 2,187,621 3,601,940 3,851,898 518,295 679,041 (164,298)  (106,650)
Company Limited
Shangri-La Yangon USD 2.0 million  USD 2.0 million 3,457,198 3,766,050 4,058412 4,213,981 505,325 589,191 (155,781)  (108,735)
Company Limited
Traders Square USD 0.1 million  USD 0.1 milion 4,107,610 4,143,690 4,526913 4,414,090 251,592 155,503 (150,169)  (223,163)
Company Limited
11.3 Investments in associates with capital deficit

The Company recognised share of losses from investment in 3 associates, as listed below,
until the value of the investments approached zero. Subsequent losses incurred by those
associates have not been recognised in the Company's accounts since the Company has
no obligations, whether legal or constructive, to make any payments on behalf of those

associates. The amount of such unrecognised share of losses is set out below.

(Unit: Thousand Baht)

Unrecognised share of losses

Share of losses Cumulative share

for the years ended of losses up to

Company’s name 31 December 31 December

2018 2017 2018 2017
Traders Yangon Company Limited (38,659) (25,094) (459,984) (421,325)
Shangri-La Yangon Company Limited (34,615) (24,161) (137,383) (102,768)
Traders Square Company Limited (35,380) (52,577) (103,880) (68,500)
Total (108,654) (101,832) (701,247) (592,593)

The financial information of associated companies

The financial information of these associated companies for the years ended 31 December
2018 and 2017, which was included in the consolidated financial statements, was prepared
by the associates’ management. However, the Company’s management believes that there
would have been no significant difference to financial information if those financial

information had been audited by auditors.



12.

13.

Investments in related party

(Unit: Thousand Baht)

Consolidated financial statements

2018 2017
Cost - Ordinary shares of Shangri-La Asia Limited 346,625 349,864
Add: Unrealised gain on changes in value of investments 156,133 426,245
Fair value 502,758 776,109

During the current year, movements of the investment in related party account are

summarised below.

(Unit: Thousand Baht)
Consolidated

financial statements

Fair value as at 1 January 2018 776,109
Unrealised loss on changes in value of investment for the period (270,112)
Translation adjustment (3,239)
Fair value as at 31 December 2018 502,758

During the year 2018, the subsidiary recognised dividend income from this related party
amounting to HKD 2.0 million or equivalent to approximately Baht 8.2 million (2017: HKD

1.5 million or equivalent to approximately Baht 6.4 million).
Investments in other company

(Unit: Thousand Baht)

Consolidated financial statements

2018 2017
Cost - Ordinary shares of Don Muang Tollway Public 213,164 213,164
Company Limited
Less: Allowance for loss on diminution in value of investments (82,013) (82,013)
Investments in other company, net 131,151 131,151

During the year 2018, the subsidiary recognised dividend income from such company
amounting to Baht 58.6 million (2017: Baht 21.3 million).
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15.

16.

As at 31 December 2018, certain items of plant and equipment were fully depreciated but

are still in use. The gross carrying amount before deducting accumulated of those assets

amounted to approximately Baht 5,350 million (2017: Baht 4,771 million).

Trade and other payables

Trade payables - unrelated parties

Other payables - related parties
(Note 6)

Other payables - unrelated parties

Interest payables to minority
shareholders of subsidiary

Payables for purchases of assets

Retention payables

Accrued expenses

Total trade and other payables

Other current liabilities

Advances from customers
Others

Total other current liabilities

Consolidated

financial statements

(Unit: Thousand Baht)
Separate

financial statements

2018 2017 2018 2017
67,222 104,483 67,222 104,483
39,827 27,764 39,827 27,764
24,212 21,489 24,212 21,489
- 21,086 - -
35,713 2,314 35,713 2,314
6,837 8,334 6,837 8,334
158,733 146,341 157,982 145,675
332,544 331,811 331,793 310,059

Consolidated

financial statements

(Unit: Thousand Baht)
Separate

financial statements

2018 2017 2018 2017
110,632 117,893 110,632 117,893

35,429 37,125 33,323 37,125
146,061 155,018 143,955 155,018




17.

Provision for long-term employee benefits

Provision for long-term employee benefits as at 31 December 2018 and 2017, which is

compensations on employees’ retirement and other long-term employee benefits, were as

follows:

Defined benefit obligation at beginning of year

Included in profit or loss:

Current service cost

Interest cost

Past service costs

Actuarial gain

Included in other comprehensive income:

Actuarial (gain) loss arising from
Demographic assumptions changes
Financial assumptions changes
Experience adjustments

Benefits paid during the year

Defined benefit obligation at end of year

(Unit: Thousand Baht)

Consolidated financial statements/Separate financial statements

Post-employment
benefits from Other long-term
employee’s retrement  employee benefits plan Total
2018 2017 2018 2017 2018 2017
66,141 60,260 4,932 5,352 71,073 65,612
5,450 5,304 695 675 6,145 5,979
1,680 1,642 136 131 1,816 1,773
- - 3,636 - 3,636 -
- - (254) - (254) -
(3,155) - - - (3,155) -
2,458 - - - 2,458 -
(1,710) - - - (1,710) -
(5,122) (1,065) (549) (1,226) (5,671) (2,291)
65,742 66,141 8,596 4,932 74,338 71,073

Line items in profit or loss under which long-term employee benefit expenses are recognised

are as follows:

Cost of hotel operations
Selling and administrative expenses
Total expenses recognised in

profit or loss

(Unit: Thousand Baht)

Consolidated financial statements/Separate financial statements

Post-employment Other long-term

benefits plan employee benefits plan Total
2018 2017 2018 2017 2018 2017
3,874 3,779 3,071 586 6,945 4,365
3,256 3,167 1,142 220 4,398 3,387
7,130 6,946 4,213 806 11,343 7,752

The Company expects to pay Baht 11 million of long-term employee benefits during the

next year (2017: Baht 6 million).

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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As at 31 December 2018, the weighted average duration of the liabilities for long-term

employee benefit is 8 years (2017: 8 years).
Key actuarial assumptions used for the valuation are as follows:

Consolidated financial statements/

Separate financial statements

2018 2017
(% per annum) (% per annum)
Discount rate 2.75 2.75
Future salary increase rate 4.50-5.00 4.00-5.00

The result of sensitivity analysis for significant assumptions that affect the present value of
the long-term employee benefit obligation as at 31 December 2018 and 2017 are

summarised below:

(Unit: million Baht)

Consolidated financial statements/Separate financial statements

As at 31 December 2018 As at 31 December 2017

Increase 0.5% Decrease 0.5% Increase 0.5% Decrease 0.5%

Discount rate (5) 6 (3) 3
Increase 1% Decrease 1% Increase 1% Decrease 1%
Salary increase rate 6 (5) 8 7)

On 13 December 2018, The National Legislative Assembly passed a resolution approving
the draft of a new Labour Protection Act, which is in the process being published in the
Royal Gazette. The new Labour Protection Act stipulates additional legal severance pay
rates for employees who have worked for an uninterrupted period of twenty years or more.
Such employees are entitled to receive compensation at a rate of not less than that of the
last 400 days. This change is considered a post-employment benefits plan amendment and
the Company has additional liabilities for long-term employee benefits of Baht 12 million.
The Company will reflect the effect of the change by recognising past services costs as

expenses in the income statement of the period in which the law is effective.



18.

19.

20.

Statutory reserve

Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is

required to set aside a statutory reserve at least 5 percent of its net profit after deducting

accumulated deficit brought forward (if any), until the reserve reaches 10 percent of the

registered capital. The statutory reserve is not available for dividend distribution. At

present, the statutory reserve has fully been set aside.
Expenses by nature

Significant expenses classified by nature are as follows:

Consolidated

financial statements

(Unit: Thousand Baht)

Separate

financial statements

2018 2017
Salaries and wages and other employee benefits 561,699 517,248
Depreciation and amortisation expenses 225,465 266,058
Direct cost of food and beverage 283,797 261,625
Other direct cost of hotel operations 245,838 245,835
Utilities expenses 148,590 140,820
Management fees 81,012 76,974
Advertising and promotion expenses 80,213 76,083
Maintenance expenses 57,497 55,860

Finance cost

2018
561,699
225,465
283,797
245,838
148,590

81,012
80,213
57,497

2017
517,248
266,058
261,625
245,835
140,820

76,974
76,083
55,860

Finance cost for the years ended 31 December 2018 and 2017 are summarised below:

Consolidated

financial statements

(Unit: Thousand Baht)

Separate

financial statements

Unrealised gain on exchange rate on

short-term loans from related party - -

2018 2017 2018 2017
3,228 47,100
3,228 47,100

Total - _

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED
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21. Income tax

Income tax expenses for the years ended 31 December 2018 and 2017 are made up as follows:

(Unit: Thousand Baht)

Consolidated Separate
financial statements financial statements
2018 2017 2018 2017

Current income tax:
Current corporate income tax charge (172,596) (153,878) (161,442) (149,579)

Deferred tax:

Relating to origination and reversal of temporary differences (4,335) (1,132) (4,335) (1,132)

Income tax expenses reported in the statements of

The amounts of income tax relating to each component of other comprehensive income for
the years ended 31 December 2018 and 2017 are as follows:

(Unit: Thousand Baht)

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

Consolidated Separate
financial statements financial statements
2018 2017 2018 2017
202 . S
Deferred tax relating to actuarial gain (481) - (481) -
8 The reconciliation between accounting profit and income tax expense is shown below.
—
[a g
g (Unit: Thousand Baht)
o
g Consolidated Separate
= financial statements financial statements
<
2018 2017 2018 2017
Accounting profit before tax 900,877 712,768 857,731 781,508
Income tax at Thai corporate income tax rate of 20 percent 180,175 142,554 171,546 156,302
Difference in tax rate in group companies (8,385) (3,693) - -
Deferred tax assets which were not recorded during the year 16,312 - - -
Effects of:
Exemption of income (5,862) (2,131) - -
Non-deductible expenses (2,120) 24870 339 694
Additional expense deductions allowed (6,108) (6,293) (6,108) (6,293)
Others 2,919 (297) - 8
Total 11,171) 16,149 (5,769) (5,591)

Income tax expenses reported in the statement of
comprehensive income 176,931 155,010 165,777 150,71 1




22,

The tax rate enacted at the end of the reporting period of the subsidiaries in overseas

countries are 0 percent to 17 percent.

The components of deferred tax assets are as follows:

Deferred tax assets
Allowance for doubtful interest receivables on loan
Allowance for diminution in value of inventories
Allowance for impairment of investment in
other company
Allowance for doubtful accounts
Provision for long-term employee benefits

Provisions and other accruals

Total deferred tax assets

Earnings per share

(Unit: Thousand Baht)

Statements of financial position

Consolidated

financial statements

Separate

financial statements

2018 2017 2018 2017
- 5,540 - 5,540

324 322 324 322
16,403 16,403 - -
37 127 37 127
14,868 14,215 14,868 14,215
451 292 451 292
32,083 36,899 15,680 20,496

Basic earnings per share is calculated by dividing profit for the year attributable to equity

holders of the Company (excluding other comprehensive income) by the weighted average

number of ordinary shares in issue during the year.

The following table sets forth the computation of basic earnings per share.

Profit for the year (Thousand Baht)
Weighted average number of ordinary shares
(Thousand shares)

Earnings per share (Baht per share)

Consolidated

financial statements

Separate

financial statements

2018 2017
701,455 549,594
130,000 130,000

5.40 4.23

2018 2017
691,954 630,798
130,000 130,000

5.32 4.85
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23.

Segment information

Operating segment information is reported in a manner consistent with the internal reports
that are regularly reviewed by the chief operating decision maker in order to make

decisions about the allocation of resources to the segment and assess its performance.

For management purposes, the Company and its subsidiaries are organised into business

units based on its services and have 2 reportable segments as follows:

(1) Hotel business

(2) Holding investment

No operating segments have been aggregated to form the above reportable operating

segments.

The chief operating decision maker monitors the operating results of the business units
separately for the purpose of making decisions about resource allocation and assessing
performance. Segment performance is measured based on operating profit or loss and
total assets and on a basis consistent with that used to measure operating profit or loss

and total assets in the financial statements.

The basis of accounting for any transactions between reportable segments is consistent

with that for third party transactions.
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25.

26.

26.1

26.2

Major customers

For the years 2018 and 2017, the Company and its subsidiaries have no major customer

with revenue of 10 percent or more of an entity’s revenues.
Provident fund

The Company and its employees have jointly established a provident fund in accordance
with the Provident Fund Act B.E. 2530. Both employees and the Company contribute to the
fund monthly at the rate of 5 percent of basic salaries. The fund, which is managed by
Finansa Asset Management Limited, will be paid to employees upon termination in
accordance with the fund rules. During the year 2018, the Company contributed Baht 15
million (2017: Baht 15 million) to the fund.

Dividends
Dividends Approved by Total dividends  Dividend per share
(Million Baht) (Baht)

Final dividends for 2016  Annual General Meeting of the

shareholders on 27 April 2017 260 2.00
Total dividends for 2017 260 2.00
Final dividends for 2017  Annual General Meeting of the

shareholders on 26 April 2018 293 2.25
Total dividends for 2018 293 2.25

Commitments and contingent liabilities
Capital commitments

As at 31 December 2018, the Company had capital commitments of approximately Baht 30
million (2017: Baht 50 million), relating to the construction and renovation of the building of
the Hotel.

Operating lease and service commitments

The Company has entered into several lease agreements in respect of vehicles and other

service agreements. The terms of the agreements are generally between 1 and 4 years.

As at 31 December 2018, the Company’s future minimum payments required under these
non-cancellable operating leases and service agreements amounted to Baht 2 million, which

are payable within 1 year.



26.3 Guarantees

26.4

27.

(1) As at 31 December 2018, there were outstanding bank guarantees of approximately
Baht 11 million (2017: Baht 11 million) issued by a bank on behalf of the Company in
respect of electricity usage.

(2) As at 31 December 2018 and 2017, the Company entered into the Counter Indemnity
Agreement with the parent company to indemnity the contingent liability relating to
loan facilities of its two associated companies, Traders Yangon Company Limited and
Shangri-La Yangon Company Limited, amounting to USD 11.77 million and USD 6.67
million, respectively, which is loan facilities according to the subsidiary’s proportionate
interest in these associates.

Litigation

In 2012, the Social Security Office ordered the Company to pay additional contributions of

Baht 8 million for the year 2010, and the Company filed an appeal with the Board of Appeal,

in accordance with the Social Security Act. Subsequently, on 30 June 2017, the Board of

Appeal dismissed the Company's appeal and ordered the Company to pay the additional

contributions and penalty fees. The Company did not agree with the decision of the Board of

Appeal, and therefore filed a lawsuit with the Labour Court requesting the revocation of the

order of the Social Security Office and the decision of the Board of Appeal under the Social

Security Act B.E. 2533. Subsequently, on 21 April 2018, the Central Labour Court ordered

the revocation of the Social Security Office’s order and the Board of Appeal’s decision.

To date, the Social Security Office and the Board of Appeal have not appealed the Court’s

ruling and the case is deemed final.

Fair value hierarchy

As at 31 December 2018 and 2017, the subsidiary had the assets that were measured at
fair value using different levels of inputs as follows:
(Unit: Thousand Baht)
Consolidated financial statements

As at 31 December 2018

Level 1 Level 2 Level 3 Total
Financial assets measured at fair value
Investments in related party
Equity instruments 502,758 - - 502,758

(Unit: Thousand Baht)

Consolidated financial statements

As at 31 December 2017

Level 1 Level 2 Level 3 Total

Financial assets measured at fair value
Investments in related party
Equity instruments 776,109 - - 776,109

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

N

07

ANNUAL REPORT 2018




28. Financial instruments
28.1 Financial risk management

The Company and its subsidiaries’ financial instruments, as defined under Thai Accounting
Standard No.107 “Financial Instruments: Disclosure and Presentations”, principally
comprise cash and cash equivalents, current investments, trade and other receivables,
loans to related parties, trade and other payables, and loans from related parties. The
financial risks associated with these financial instruments and how they are managed is
described below.

Credit risk

The Company and its subsidiaries are exposed to credit risk primarily with respect to trade
and other receivables, and loans to related parties. The Company and its subsidiaries
manage the risk by adopting appropriate credit control policies and procedures and
therefore does not expect to incur material financial losses. In addition, giving credits to
trade receivables, the Company does not have high concentrations of credit risk since it
has a large customer base. The maximum exposure to credit risk is limited to the carrying
amounts of trade and other receivables as stated in the statement of financial position.

Interest rate risk

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED

The Company and its subsidiaries’ exposure to interest rate risk relates primarily to its cash

208
at banks, current investments, loans to related parties and loans from related parties. Most
= of the Company and its subsidiaries’ financial assets and liabilities bear floating interest
~ rates or fixed interest rates which are close to the market rate.
% Significant financial assets and liabilities classified by type of interest rate are summarised
é in the table below.
=

(Unit: Million Baht)

Consolidated financial statements

As at 31 December 2018

Fixed interest rates Floating Non-interest Effective
Within 1 year  Over 1 year interest rate bearing Total interest rate
Financial assets (% per annum)
Cash and cash equivalent 2,626 - 73 83 2,782 0.25-2.89
Current investments - fixed
deposits with financial institution 1,872 - - - 1,872 1.10-1.65
Trade and other receivables - - - 166 166 -
Long-term loans to and interest USD LIBOR and 0.92
receivables from related parties - 1,767 - 210 1,977 t02.05 percent per annum
4,498 1,767 73 459 6,797
Financial liabilities
Trade and other payables - - - 333 333 -

- - - 333 333




Financial assets

Cash and cash equivalent

Current investments - fixed
deposits with financial institution

Trade and other receivables

Long-term loans to and interest

receivables from related parties

Financial liabilities

Trade and other payables

Financial assets

Cash and cash equivalent

Current investments - fixed
deposits with financial institution

Trade and other receivables

Financial liabilities
Trade and other payables

Short-term loans from related party

Consolidated financial statements

(Unit: Million Baht)

As at 31 December 2017

Fixed interest rates Floating Non-interest Effective
Within 1 year  Over 1 year interest rate bearing Total interest rate
(% per annum)
730 - 113 4 847 0.25-1.57
3,260 - - - 3,260 1.30-1.75
- - - 189 189 -
USD LIBOR and 0.92
- 1,831 35 178 2,044 t02.05 percent per annum
3,990 1,831 148 371 6,340
- - - 332 332 -
- - - 332 332
(Unit: Million Baht)
Separate financial statements
As at 31 December 2018
Fixed interest
rates within Floating Non-interest
1 year interest rate bearing Total Effective interest rate
(% per annum)
1,540 73 63 1,676 0.25-1.40
1,845 - - 1,845 1.35-1.65
- - 165 165 -
3,385 73 228 3,686
- - 332 332 -
- - 489 489 -
- - 821 821
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Separate financial statements

(Unit: Million Baht)

As at 31 December 2017

Fixed interest

rates within Floating Non-interest
1 year interest rate bearing Total Effective interest rate
(% per annum)
Financial assets
Cash and cash equivalent - 99 4 103 0.25-1.57
Current investments - fixed
deposits with financial institution 2,870 - - 2,870 1.30-1.75
Trade and other receivables - - 186 186 -
2,870 99 190 3,159
Financial liabilities
Trade and other payables - - 310 310 -
Short-term loans from related party - - 492 492 -
- - 802 802

Foreign currency risk

The balances of financial assets and liabilities denominated in foreign currencies are

summarised below.

Consolidated financial statements

Financial assets

Foreign currency as at 31 December

Financial liabilities

as at 31 December

Average exchange rate

as at 31 December

2018 017
(Million) (Million)
usD 69 67

2018 2017
(Million) (Million)

Separate financial statements

Financial assets

Foreign currency as at 31 December

Financial liabilities

as at 31 December

2018 2017

(Baht per 1 foreign currency unit)

32.4498 32.6809

Average exchange rate

as at 31 December

018 01

]

(Million) (Million)

usb - -

018 2017
(Million) (Million)
15 15

018 017

(Baht per 1 foreign currency unit)

32.4498 32.6809



28.2

29.

30.

30.1

30.2

31.

Fair values of financial instruments

Since the majority of the Company and its subsidiaries’s financial instruments are short-
term in nature or carrying interest at rates close to the market interest rates, their fair value
is not expected to be materially different from the amounts presented in the statement of

financial position.
Capital management

The primary objective of the Company and its subsidiaries’ capital management is to
ensure that it has appropriate capital structure in order to support its business and
maximise shareholder value. As at 31 December 2018, the Group's debt-to-equity ratio
was 0.07:1 (2017: 0.08:1) and the Company's was 0.20:1 (2017: 0.21:1).

Events after the reporting period

On 2 February 2019, the Company’s Board of Directors’ meeting passed a resolution
approving the entering into purchase of land and building transaction with unrelated
company. On 4 February 2019, the Company entered into the Land Purchase Agreement

with a total value of Baht 1,886 million.

On 25 February 2019, the Company’s Board of Directors’ meeting passed a resolution
approving the dividend payment for 2018 of Baht 2.25 per share, a total of approximately
Baht 292.5 million. However, this resolution will be further proposed for the shareholders’

approval in the Annual General Meeting of the shareholders for the year 2019.
Approval of financial statements

These financial statements were authorised for issue by the Company’s Board of Directors
on 25 February 2019.
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Investor may additionally obtain the information of the issuing company from its annual filing (Form 56-1) showing
in www.set.or.th, www.sec.or.th or in the website of Shangri-La Hotel Public Company Limited www.shangri-la.com
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