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DISCLOSEABLE AND CONNECTED TRANSACTIONS

SUPPLEMENTAL AGREEMENT RELATING TO THE JOINT
ACQUISITION, OWNERSHIP AND DEVELOPMENT OF THE SITES
IN JINGAN DISTRICT, SHANGHAI, THE PRC

At the special general meetings of KPL and SA haitd25 June 2004 and 29 June 2004,
respectively, the KPL Independent Shareholders #mel SA Independent Shareholders
respectively approved the Master Agreement and r#devant transactions contemplated
thereunder. As set out in the Master Agreementdasclosed in the KPL Circular and the $A
Circular, the total costs of the Project (includthg cost of the acquisition of the Sites and eelat
costs) were then estimated to be not more than @%$60,000 and no party shall be required to
commit further funding if the cost of the Projegteeds US$700,000,000.

However, as the development costs have risen sheedate of the Master Agreement, it|is
currently anticipated that the total costs of thejétt will exceed US$700,000,000 and may
reach RMB7,022,000,000. On 28 October 2008, KPdL 8A entered into the Supplemental
Agreement pursuant to which KPL and SA agreedttfmMaximum Total Commitment shall be
increased from US$700,000,000 to RMB7,600,000,000.

KHL is the controlling shareholder of both KPL aBA. SA is an associate of KHL and therefore
SA is a connected person of KPL. Accordingly, theansactions constitute connected
transactions for KPL under the Listing Rules. As New Maximum Total Commitment exceeds
the Old Maximum Total Commitment approved by theLKIRdependent Shareholders at the
special general meeting of KPL held on 25 June 20@#ithe proportionate Additional Funding
Commitment of KPL exceeds 2.5% of the total asseitds market capitalization of KPL, the
Transactions are subject to the approval of the Kieependent Shareholders.

In addition, the proportionate Additional Fundingr@mitment of KPL exceeds 5% of the market
capitalization of KPL. Accordingly, the Transact®also constitute a discloseable transagtion
for KPL. KPL will, as soon as practicable, despato the KPL Shareholders a circular
containing, among others, further details of theanBactions, a letter of advice from |ts
independent financial adviser to its independeard@ommittee in respect of the Transactions, a
letter of advice containing the recommendationt®findependent board committee to the KPL
Independent Shareholders in relation to the Trdmse; and a notice of its special general

meeting.




KPL is an associate of KHL, the controlling shatelo of SA, and therefore KPL is a connecied
person of SA. Accordingly, the Transactions couastitconnected transactions for SA under |the
Listing Rules. As the New Maximum Total Commitmetceeds the Old Maximum Total
Commitment approved by the SA Independent Sharerolat the special general meeting of [SA
held on 29 June 2004 and the proportionate Additidtunding Commitment of SA exceeds
2.5% of the total assets and market capitalizatibifA, the Transactions are subject to the
approval of the SA Independent Shareholders.

In addition, the proportionate Additional Fundingr@mitment of SA exceeds 5% of the market
capitalization of SA. Accordingly, the Transacticaso constitute a discloseable transaction for
SA. SA will, as soon as practicable, despatchht $A Shareholders a circular containipg,
among others, further details of the Transactiarsiter of advice from its independent financial
adviser to its independent board committee in respé the Transactions, a letter of advice
containing the recommendation of its independerdrdbacommittee to the SA Independent
Shareholders in relation to the Transactions, amotiae of its special general meeting.

INTRODUCTION

Reference is made to the First Joint Announcentdet,KPL Circular, the SA Circular, the
Second Joint Announcement, the Third Joint Annoomese and the Fourth Joint Announcement
in relation to the Master Agreement relating to jinat acquisition, ownership and development
of the Sites in Jingan District, Shanghai, the PRfless otherwise defined in this announcement,
terms used herein shall have the same meaning®se defined in the First Joint Announcement.

On 28 October 2008, KPL and SA entered into thepfupental Agreement pursuant to which
KPL and SA agreed that the Maximum Total Commitmestiall be increased from
US$700,000,000 to RMB7,600,000,000.

THE SUPPLEMENTAL AGREEMENT

The principal terms of the Supplemental Agreemeaea follows:-

Date: 28 October 2008

Parties: KPL and SA

Increasein the Unless otherwise agreed by KPL and SA, the Maximuiotal
Maximum Total Commitment shall be increased from US$700,000,000 t
Commitment: RMB7,600,000,000. Save as aforesaid, the Mastezekgent remains

in full force and effect.

Conditions precedent: The Supplemental Agreement is conditional upon:-

(a) approval by the KPL Independent Shareholders antptance
by KPL with the Listing Rules; and

(b) approval by the SA Independent Shareholders andlcamce
by SA with the Listing Rules.

None of the above conditions may be waived.



Termination of the If approval by the KPL Independent Shareholders toe SA

Supplemental Independent Shareholders are not obtained on arédefl January

Agreement: 2009 or such later date as KPL or SA shall agreeriting, either KPL
or SA may terminate the Supplemental Agreementdtica in writing
to the other party.

REASONSFOR ENTERING INTO THE SUPPLEMENTAL AGREEMENT

At the special general meetings of KPL and SA hefd25 June 2004 and 29 June 2004,
respectively, the KPL Independent Shareholders #mel SA Independent Shareholders
respectively approved the Master Agreement and r#devant transactions contemplated
thereunder. As set out in the Master Agreementdasclosed in the KPL Circular and the SA
Circular, the total costs of the Project (includthg cost of the acquisition of the Sites and eelat
costs) were then estimated to be not more than Q860,000 and no party would be required
to commit further funding if the cost of the Prdjaere to exceed US$700,000,000. On the basis
of the Old Maximum Total Commitment of US$700,0@®Gnd the then proportions of equity
interest in the Joint Venture Companies (KPL/SA#Pa: 50.5%/48.5%/1%), the maximum
commitment by each of KPL, SA and Party A in respet the Project should be
US$353,500,000, US$339,500,000 and US$7,000,08pectvely. In the event that the KPL
Group and the SA Group should have acquired thentétest in the Project from Party A, the
Old Maximum Total Commitment to be shared by eacKRL and SA (51%/49%) in respect of
the Project would be US$357,000,000 and US$343)000,espectively.

As at the date of this announcement, the KPL Gangbthe SA Group have acquired from Party
A the latter's then interest in the Project, assalt of which the KPL Group and the SA Group
became interested in the Joint Venture Compani¢s 5% and 49%, respectively. In addition,
the Consolidation has also been completed as atlates of this announcement, as a result of
which the Joint Venture Companies have been mebgeday of dissolving Company 3 and
Company 4 and transferring all their assets anbilil@s to Company 1 as set out in the
paragraph headed "Merger of the Sites" below. Assalt, the KPL Group and the SA Group
currently hold 51% interest and 49% interest, respely, in Company 1, the only company now
responsible for the development of the Project.m@any 1 has been treated as a 51%-owned
subsidiary of KPL and its accounts have been cateteld into the financial statements of the
KPL Group, whereas SA has treated Company 1 as¥%a&c¥tned associated company in its
financial statements.

As at the date of this announcement, approxima®l% of the estimated land costs and
approximately 3% of the estimated construction s£dsave been paid. However, as the
development costs have risen since the date diitister Agreement, it is currently anticipated
that the total costs of the Project will exceed UE%000,000 and may reach RMB7,022,000,000.
The rise in the development costs of the Projest ataibutable to the followings:-

(@) the change in the contents of the development gesmore particularly described in the
paragraph headed "Merger of the Sites" below);

(b) increase in construction costs and inflation;
(c) increase in land costs; and

(d) increase in interest costs.



The KPL Directors and the SA Directors thereforketéhe view that the Additional Funding
Commitment will be needed in order to cater for iseng development costs of the Project and
have agreed to fix the New Maximum Total commitmantRMB7,600,000,000. The New
Maximum Total Commitment is agreed to be fixed MBRbecause most of the actual costs of
the Project will be paid in RMB and this arrangemetil also avoid the effect of any further
appreciation in the value of RMB.

MERGER OF THE SITES

As disclosed in the paragraph headed "Informatedating to the use of the Sites" in the KPL
Circular and the SA Circular, the aggregate sigaaf the Sites is approximately 46,000 sg.m. It
was originally anticipated that the Sites would dmveloped into a mixed-use development
consisting of an office tower, a hotel and senagartment towers, two residential towers, a
three-storey retail podium and a three-level basemweh an approximate total gross floor area
of 332,300 sg.m., subject to further changes andioa.

It was also disclosed in the paragraph headed ilteswerger of the Sites" in the First Joint
Announcement, the KPL Circular and the SA Circulhat, subject to completion of the
transactions contemplated under the Master Agreearah the Underlying Contracts, the Joint
Venture Companies would be merged by way of digsgiCompany 3 and Company 4 and
transferring all their assets and liabilities ton@any 1.

As a result of the Consolidation, on 7 April 20@&mpany 1 entered into the Supplemental Land
Contract with Jingan Land Bureau pursuant to which:

(@) Site 1 and Site 2 have been consolidated and hewenie the Kerry Jingan South Site
with a site area of 28,891.6 sq.m.;

(b) Site 3a, Site 3b and Site 4 have been consolidateidhave become the Kerry Jingan
North Site with a site area of 16,975 sq.m.;

(c) changes have been made to the use of the Consdli®stes so that the development of
the Consolidated Sites will no longer have residérand service apartments. The
Consolidated Sites will have a maximum gross fla@a of approximately 360,000 sg.m.
(including basement) for commercial, office andethaise; and

(d) the construction work on the Consolidated Sitedl sbkanmence on or before 6 April 2009
and be completed on or before 6 April 2012.

Following the Consolidation and the entering intotlee Supplemental Land Contract, it is
currently anticipated that the Consolidated Sitdshe developed into a mixed-use development
consisting of one office and hotel tower, one htdeler, a convention centre, a retail podium and
a five-level basement.

FINANCIAL EFFECTSOF THE TRANSACTIONS

The Additional Funding Commitment will be RMB1,8400,000. The Additional Funding
Commitment represents the difference between thes N&aximum Total Commitment of

RMB7,600,000,000 and the Old Maximum Total Committngf US$700,000,000 (equivalent to
RMB5,787,600,000 based on the exchange rate obzippately US$1 = RMB8.268 as at the
date of the Master Agreement) as expressed in RMB.



Based on the current proportions of equity inteiesCompany 1 (KPL/SA: 51%/49%), the
proportionate Additional Funding Commitment of KPhand SA are approximately
RMB924,324,000 and RMB888,076,000, respectively.eréfore, the maximum funding
commitment by KPL and SA in respect of the Proj@atiuding the commitments which they
have already made) will be increased to RMB3,8@@W0 and RMB3,724,000,000,
respectively.

The Additional Funding Commitment has been arriadoy KPL and SA after taking into
account:-

(a) the reasons described in items (a) to (d) in tmagraph headed "Reasons for entering into
the Supplemental Agreement" above; and

(b) a buffer of RMB578,000,000 (representing approxetyaB.23% of the estimated total
cost of the Project of RMB7,022,000,000) to cater the possible increase in the
estimated total cost of the Project.

In case all contributions by KPL and SA have tontede in foreign currency, investors should
note that based on the proportionate Additional dincn Commitment of KPL and SA as
expressed in RMB and the effect of RMB appreciaigainst US dollars since the date of the
Master Agreement (based on the exchange rate abepmately US$1 = RMB8.268 as at the
date of the Master Agreement and the exchangeofapproximately US$1 = RMB6.864 as at
the date of the Supplemental Agreement), the autditicommitment of KPL and SA in US
dollars are approximately US$207,685,315 and USHEHE0793 respectively as calculated
below:-

Proportionate funding
commitment in USdollars

KPL (51%) SA (49%)
RMB uUSs$ USs$ USs$
New M aximum Total Commitment: 7,600,000,000 1,107,226,107 564,685,315 542,540,793
(Note 1)
Old Maximum Total Commitment: 5,787,600,000 700,000,000 357,000,000 343,000,000
(Note 2)

Additional Funding Commitment: 1,812,400,000 407,226,107 207,685,315 199,540,793
Notes:

1. The amount of US$1,107,226,107 is calculated basethe exchange rate of approximately US$1 =

RMB6.864 as at the date of the Supplemental Agreéme
2. The amount of RMB5,787,600,000 is calculated basethe exchange rate of approximately US$1 =

RMB8.268 as at the date of the Master Agreement.

It is currently expected that the funding requibydKPL for making its proportionate Additional
Funding Commitment will be sourced by KPL from itdernal cash reserves and/or external
bank borrowings. KPL is not able to ascertain tregpprtion between internal cash reserves and
external bank borrowings at this stage. The fupdequirement for making its proportionate
Additional Funding Commitment is not expected teéhany material impact on the KPL Group.
It is currently expected that the funding requilBdSA for making its proportionate Additional
Funding Commitment will be sourced by SA from itigernal cash reserves and/or external bank
borrowings. SA is not able to ascertain the praporbetween internal cash reserves and external
bank borrowings at this stage. The funding regquoéet for making its proportionate Additional
Funding Commitment is not expected to have any naiepact on the SA Group.
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INFORMATION ABOUT KPL AND SA

The KPL Group is principally engaged in (i) progettevelopment, investment and management
in Hong Kong, PRC and the Asia Pacific region; lpgistics, freight and warehouse ownership
and operations; (iii) infrastructure-related invesht in Hong Kong and PRC; and (iv) hotel
ownership in Hong Kong, and hotel ownership andaipens in PRC.

The SA Group is principally engaged in the owngrstind operation of hotels and associated
properties and the provision of hotel managemedtratated services. SA’s subsidiaries are also
the registered proprietors of various trademarkksarvice marks in various countries, including

the brand names “Shangri-La”, “Traders”, “Rasa’ufi8ner Palace” and “Shang Palace” and
other related devices and logos.

IMPLICATIONSUNDER THE LISTING RULES

KHL is the controlling shareholder of both KPL af\. SA is an associate of KHL and
therefore SA is a connected person of KPL. Acewly, the Transactions constitute connected
transactions for KPL under the Listing Rules. As New Maximum Total Commitment exceeds
the Old Maximum Total Commitment approved by theLKIRdependent Shareholders at the
special general meeting of KPL held on 25 June 20@#ithe proportionate Additional Funding
Commitment of KPL exceeds 2.5% of the total asseid market capitalization of KPL, the
Transactions are subject to the approval of the Kilependent Shareholders. Pursuant to the
Listing Rules, the following persons shall abstéiom voting on resolutions approving the
Transactions at the special general meeting tmbeened by KPL:-

(@) KHL, Shang Holdings and their respective assocjates

(b) Mr. Kuok Khoon Chen (a common director of KPL anHIIKwho holds an interest in
KPL) and his associates; and

(c) the associate of Mr. Wong Siu Kong (a common daeof KPL and KHL).

An independent board committee will be establisiydthe KPL Board to consider the
Transactions and to advise the KPL IndependenteBbéders. An independent financial adviser
will be appointed by KPL to make recommendationh®independent board committee of KPL
and the KPL Independent Shareholders in relatidhddl ransactions.

In addition, the proportionate Additional Fundingr@mitment of KPL exceeds 5% of the market
capitalization of KPL. Accordingly, the Transactioalso constitute a discloseable transaction for
KPL.

KPL will, as soon as practicable, despatch to tRé& IShareholders a circular containing, among
others, further details of the Transactions, a&tait advice from its independent financial adviser
to its independent board committee in respect ef transactions, a letter of advice containing
the recommendation of its independent board coramitt the KPL Independent Shareholders in
relation to the Transactions, and a notice ofpecgl general meeting.

The KPL Directors (other than the independent nxecetive KPL Directors) believe that the
Transactions are in the ordinary and usual courbeisiness of KPL, the terms of which are fair
and reasonable and in the interests of KPL andKRé Shareholders as a whole. The
independent non-executive KPL Directors would r®iable to form the view whether the terms
of the Transactions are fair and reasonable amokimterests of KPL and the KPL Shareholders
as a whole unless and until they have discussed th# independent financial adviser and
reviewed its letter of advice.
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KPL is an associate of KHL, the controlling shaidko of SA, and therefore KPL is a connected
person of SA. Accordingly, the Transactions couaggitconnected transactions for SA under the
Listing Rules. As the New Maximum Total Commitmezxkceeds the Old Maximum Total
Commitment approved by the SA Independent Sharerolat the special general meeting of SA
held on 29 June 2004 and the proportionate Additidtunding Commitment of SA exceeds
2.5% of the total assets and market capitalizatibiSA, the Transactions are subject to the
approval of the SA Independent Shareholders. Ruatsto the Listing Rules, the following
persons shall abstain from voting on resolution@@ying the Transactions at the special general
meeting to be convened by SA:-

(@) KHL and its associates;

(b)  Mr. Kuok Khoon Ean (a common director of SA and KiWho holds an interest in SA)
and his associates;

(c) Mr. Kuok Khoon Loong, Edward (a common director ® and KHL who holds an
interest in SA) and his associates;

(d)  Mr. Lui Man Shing (a common director of SA and Kiiho holds an interest in SA) and
his associates; and

(e) Mr. Giovanni Angelini (a common director of SA aKtHL who holds an interest in SA)
and his associates.

An independent board committee will be establishsd the SA Board to consider the
Transactions and to advise the SA Independent Bblaiexrs. An independent financial adviser
will be appointed by SA to make recommendationgh independent board committee of SA
and the SA Independent Shareholders in relatidhed ransactions.

In addition, the proportionate Additional Fundingr@mitment of SA exceeds 5% of the market
capitalization of SA. Accordingly, the Transacticaso constitute a discloseable transaction for
SA.

SA will, as soon as practicable, despatch to theSBAreholders a circular containing, among
others, further details of the Transactions, &tedf advice from its independent financial adviser
to its independent board committee in respect ef transactions, a letter of advice containing
the recommendation of its independent board coramiid the SA Independent Shareholders in
relation to the Transactions, and a notice ofpecgl general meeting.

The SA Directors (other than the independent nacetive SA Directors) believe that the
Transactions are in the ordinary and usual coufsrisiness of SA, the terms of which are fair
and reasonable and in the interests of SA and Ah8lfareholders as a whole. The independent
non-executive SA Directors would not be able tonfothe view whether the terms of the
Transactions are fair and reasonable and in thexeisiis of SA and the SA Shareholders as a
whole unless and until they have discussed withitdlependent financial adviser and reviewed
its letter of advice.



DEFINITIONS

Unless otherwise defined below, terms used inahrsouncement shall have the same meanings
as those defined in the First Joint Announcement:-

"Additional Funding the additional funding commitment for the Projectf
Commitment" RMB1,812,400,0000 be provided by KPL and SA to the Pro
based on their respective proportionate equityréstein Company

pursuant to the Supplemental Agreement;

"Consolidated Sites" the Kerry Jingan North Sitd #re Kerry Jingan South Site;

"Consolidation” the merger of the Joint Venture Companies by waydisfolving
Company 3 and Company 4 and transferring all tlssets an
liabilities to Company 1 as referred to in the KPL Circulad &A
Circular,;

"controlling shareholder" has the meaning ascribdtlin the Listing Rules;

"First Joint the joint announcement of KPL and SA dated 3 Ma@42id relatior
Announcement" to the joint aquisition, ownership and development of the Site
Jingan District, Shanghai, the PRC;

"Fourth Joint the joint announcement of KPL and SA dated 7 NowemfD05 ir
Announcement" relation to the amendments to Company 3 Contract;
"Jingan Land Bureau" Shghai Jingan Municipal Housing and Land AdministatBureat

(P T s 4 P9 ),

"Kerry Jingan North Site'the consolidated site as a result of the consadidadf Site 3a, Site &
and Site 4 pursuant to the Supplemental Land Contra

"Kerry Jingan South Sitethe consolidated site as a result of the consadidadf Site 1 and Sit
2 pursuant to the Supplemental Land Contract;

"KPL Circular" the circular of KPL dated 31 May 2004 containingnoag othe
things, further information in respect of the Massgreement and tt
transactions contemplated therein;

"Maximum Total the maximum aggregate funding commitment in thgeetp
Commitment"

"New Maximum Total the new Maximum Total Commitment as amended by

Commitment” Supplemental Agreement, being RMB7,600,000,000;

"Old Maximum Total the original Maximum Total Commitment as set outtlie Maste
Commitment” Agreement, being US$700,000,000;

"SA Circular" the circular of SA dated 31 May 2004 containingpamother things

further information in respectf the Master Agreement and -
transactions contemplated therein;



"Second Joint the joint announcement of KPL and SA dated 30 Seipés 2004 ii

Announcement" relation to the extension of the deadline for tlxecaition of all th
contracts and agreentsn contemplated under the Underly
Contracts;
"Shang Holdings" Shang Holdings Limited, a company incorporated am8a which i
an indirect wholly-owned subsidiary of SA;
"Supplemental the supplemental agreement dated 28 October 20@&ired intc
Agreement" between KPL and SA to amend the Maximum Total Comment se

out in the Master Agreement;

"Supplemental Land the supplemental land contract dated 7 April 2068 antered int
Contract" between Company 1 and Jingan Land Bureau in raladaheland
use right of the Consolidated Sites;

"Third Joint the joint announcement of KPL and SA dated 13 A20D5 in relatiol
Announcement” to the further extension of the deadline for theacetion of all the
contracts and agreements contemplated under thnderlying

Contracts;
"Transactions" the entering into of the Supplemental AgreemenKBy. and SA ani

the transactions contemplated thereunder, includirtgnot limited tc
the provision of the Additional Funding Commitmeautid

"US dollars" or "US$" United States dollars, the lawful currency of thaeitedd States
America.

GENERAL

As at the date of this announcement, the KPL Dimscare Messrs. Kuok Khoon CHelong Siu
Kong", Ho Shut Kai, Ma Wing Kai, Willian?, So Hing Wohyge, 55, Chan Wai Ming, William,
Qian Shaohua, Ku Moon LiinLau Ling Fai, Heralf Ms. Wong Yu Pok, Marinap” and Mr. Tse
Kai Chi®and the SA Directors are Messrs. Kuok Khoon*Edtuok Khoon Loong, Edwafd Lui
Man Shing, Giovanni Angeliri, Ho Kian Guaf, Roberto V. Ongpifi, Alexander Reid
Hamiltorf’, Timothy David Dattef§ Wong Kai Ma#f, Michael Wing-Nin Chifi, Madam Kuok Oon
Kwong® and Mr. Ho Kian HocR (alternate to Mr. Ho Kian Guan).

* Executive Director
@ Non-executive Director
# Independent non-executive Director

By Order of the Board By Order of the Board
Kerry PropertiesLimited Shangri-La Asia Limited
Kuok Khoon Chen Kuok Khoon Ean
Chairman Chairman

Hong Kong, 28 October 2008

* For identification purpose only



