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Disclaimer

This report has been prepared solely for general information
purposes. The information on which it has been based has
been derived from sources, which we believe to be reliable,
but we have not independently verified such information and
we do not guarantee its accuracy or completeness. All opin-
ions and estimates included in this report constitute our judge-
ment as of the date of publication. They are subject to change
without notice. Transactions should not be entered into in
reliance upon the information, opinions and estimates set out
herein. We accept no responsibility to any person in any way
in respect of any action taken or any failure to act in reliance
upon the information contained herein.
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China Tourist Hotels Association (CTHA) was founded in February 1986. Organized under the supervision of
China National Tourism Administration (CNTA), CTHA is a national-wide professional association whose 2,800
memberships comprise of domestic hotels, local hotels association, domestic and international hotel management
groups and hotel suppliers. CTHA's objective is to provide services for its members, bridge the government and
its members and to promote healthy development of China hotels and tourism industry. CTHA's services include:
strengthening the communications of its members, collecting information on the domestic and international hotel
markets, providing hotel training programs and forums and liaising with overseas hotel & tourism organizations
such as International Hotel & Restaurant Association.
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Founded in 1915, Horwath International is an integrated professional organization of accounting and management
consulting firms with world's largest and oldest professional hotel and tourism consultancy practice. Horwath has
more than 280 offices throughout the world and was the first to establish a professional hotel consultancy practice
in the China market. In the 1950s, Horwath paved the way by creating the Uniform Systems of Accounts for Hotels,
a system so successful it has become the standard in hospitality accounting around the world. Horwath HTL's core
services include market and financial feasibility studies, management company search and contract negotiation,

project financing assistance, destination tourism planning, asset management and operations advisory. Horwath
HTL has been involved with over 2,000 hotel and tourism projects in the Asia Pacific region, including over 250

projects in China.
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| am pleased to present once again the “China Hotel Industry Study 2007, which is in its fifth consecutive year of publication. As with the
previous years, this study continues to receive overwhelming support from the industry Za total of 492 responses were received from 3- to

5-star hotels and another 250 responses from budget properties.

In 2006, many new hotels opened all across China and they were noted to have different impacts on different markets. In some markets, they
were invigorating as they effectively raised market ceilings on service standards and the quality of hotel facilities, which in turn led to increases
in room rates. On the contrary, the opening of new hotels in some markets has resulted in an over-supply of rooms in the short term, thus causing

room rates to drop.

The “China Hotel Industry Study 2007 continues to ensure that industry data is made available for analytical and benchmarking purposes.
This year, we have improved on the study by providing more information, such as an aggregated breakdown of room type and size. | believe
that the study " s reach and influence has reached new heights and this is reflected in the number of Honorary Advisory Board Members for
the study, which has increased from 24 domestic and international hotels groups to a total of 33 this year. | am also grateful for the full

endorsement of the International Hotel & Restaurant Association (IHRA) and Pacific Asia Travel Association (PATA).

Finally, | would also like to thank the China National Tourism Administration (CNTA), members and secretariats of the China Tourist Hotel
Association (CTHA) and all the hotels that have participated in the study. My heartfelt thanks are also extended to the 33 Honorary Advisory
Board Members who have endorsed and supported this important industry effort. | trust that you will find this study very comprehensive and

informative.
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Lv Hai Yan President
China Tourist Hotels Association




FOREWORD i

| am very honoured to present once again our annual publication, "China Hotel Industry Study 2007".
This is the fifth consecutive year that we are putting together the most extensive survey of hotel
operations in China and | am very pleased by the overwhelming support that we have received with
the participation from a total of 492 star rated hotels this year, plus the participation of major domestic

chains adding a further 250 properties to the study.

| am truly encouraged by the demonstrated willingness of industry professionals to share information for
the purposes of tracking industry performance and benchmarking. | am particularly encouraged by the
growing number of responses that we have received each year over the past five years, which is clearly

indicative of the growing support from the industry for this important study.

Finally, | want to thank the China Tourist Hotel Association (CTHA) and the China National Tourism Administration (CNTA) for their
continued confidence and support. We also thank the hotels and hotel groups that have participated in the survey and we look forward to

the industry * s continuing support next year.
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| am honoured to present the results of our annual publication,
“China Hotel Industry Study 2007, which is the most extensive and
detailed survey of hotel operations in China. For the fifth consecutive
year, Horwath HTL has, in co-operation with the CTHA, collected
and compiled data from hotels all over China to put together this
authoritative study.

This year, we received 492 responses from star-rated hotels out of
which 471 responses with approximately 133,000 rooms were used
in our study. Some responses were excluded due to incomplete
data. Of the usable responses, 172 of them (37 percent) were rated
5-star, 205 (44 percent) rated 4-star and 94 (20 percent) rated
3-star. The total number of usable responses represents a 10
percent increase over last year's level of participation. As for the
budget category, the participation of major domestic budget chains
translated into the inclusion of data of 250 properties.

Some of the major findings of the survey are presented below:

The rate performance of most hotels in 2006 when grouped by star
ratings has remained fairly stable with 5-star hotels achieving an
ADR of RMB 792; 4-star properties, RMB 437; 3-star properties,
RMB 278 and; budget properties, RMB 152. When compared to the
rate levels in 2005, these reflect year-on-year (Y-0-Y) changes of
-2 percent and 4 percent for 5 and 3-star hotels respectively while
no change was noted for 4-star hotels. Budget properties registered
the largest decline of -16 percent.

In terms of occupancy levels, these have also stabilized with respect to
past year's performance. Five-star hotels ended the year with an
occupancy level of 66 percent; 4-star hotels, 69 percent; 3-star
hotels, 69 percent and; budget properties, 88 percent. Consequently,
the RevPAR of 5-star hotels registered a Y-o-Y decline of 5 percent
to reach RMB 525 and budget properties dropped by 20 percent to
reach RMB 165. On the other hand, the RevPAR of 4-star hotels
stabilized at RMB 303 and that of 3-star hotels increased by 3
percent to reach RMB 192.

Within the five-star category, internationally managed hotels posted
a fairly consistent performance level. They achieved a rate of RMB
940 in 2006, a Y-0-Y decrease of less than 1 percent, with
occupancy stabilizing at 67 percent, a Y-o-Y decrease of 4 percent;
consequently, RevPAR dropped by 5 percent.

General Performance Comparison (By Star Rating) 2002-2006
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General Performance Comparison (By Management Model) 2002-2006
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COMMENTARY 15 -

Greater changes were, however, noted in the performance of
hotels across other management models. This is especially
true for domestically managed hotels. However, when
making comparisons between 2005 data and 2006 data, it is
very important to note the changes in the sample base of
data. This year, 45 domestically managed 5-star hotels
participated in the survey compared to only 24 for last year.
Such a change makes it difficult to compare results and the
inclusion of more hotels in secondary and tertiary cities has
no doubt had an impact on the overall average room rate for
the domestic 5-star category. | think it would be fair to say
that the underlying room rate performance for this category
has not been negative.

fEE OCC (%)

It is also worthwhile to note that for the first time in the history

of China’ s hotel performance, a 5-star hotel in Shanghai

broke the USD 300 rate ceiling. At the same time, the

number of hotels that were able to achieve an average rate

of more than USD 250 increased from three to five properties

with four in Shanghai and one in Beijing. This continues to
reaffirm Shanghai’s position as the leading Chinese city in terms of
rate performance although its overall 5-star occupancy level dropped
by about three percentage points in 2006 to reach 69 percent.

Within the four-star category, internationally managed hotels
continue to generate the highest room rates at RMB 578, which
represents a Y-o-Y increase of 7 percent. This increase further
widened the rate gap of these hotels when compared to domestically
managed 4-star properties (RMB 178 or 45 percent higher) and
independently managed 4-star properties (RMB 217 or 60 percent
higher).

In 2005, only five-star properties experienced growth in their
profitability levels. However, in 2006, the situation was reversed
with five-star properties experiencing a decline in profitability, albeit
a small one of RMB 5,129 (3 percent) in terms of income before fixed
charges and management fees (IBFCMF) per available room.
The most notable decline was observed of five-star hotels that
are managed domestically. These hotels registered a Y-o-Y decline
of 14 percent or RMB 16,909 on a per available room basis. On an
overall basis, this decrease was eased by a large improvement
in the profitability of independently managed 5-star hotels with
IBFCMF jumping by 28 percent in 2006.

It is interesting to note that with the exception of Tianjing/Shandong,
profitability levels across all other key 5-star markets have dropped.
The IBFCMF of five-star hotels in Beijing and Jiangsu/Zhejiang fell
by about 1 percent while that of five-star hotels in Shanghai dropped
by 2 percent. The largest declines were observed for the five-star
markets of Guangzhou/Shenzhen and Sanya at 54 and 26 percent
respectively.

Across the different star ratings, the rooms department continued to
be the main revenue generator by accounting for between 54 to 56
percent of total revenue for star-rated hotels. For budget properties,
which typically have much leaner food and beverage operations,
room revenue accounted for as high as 85 percent of their total
revenue.

Second in importance for star-rated hotels was the revenue generated
from food and beverage department. This represented 37 and 38
percent of total revenue for 5 and 4 star properties respectively.
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For 3-star hotels, they accounted for an even higher
proportion of total revenue at 46 percent. However, for
budget hotels, they represent only 13 percent of total
revenue.

Profitability Comparison (By Management Model) 2002-2006
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In terms of source market composition, corporate
guests continue to be the main generator of room
nights for all categories of hotels. More specifically,
in 2006, domestic corporate guests were observed
to form the single most important source of demand for all
star-rated hotels by accounting for 27 percent, 32 percent
and 31 percent of overall room nights of demand for 5, 4
and 3-star hotels respectively. Foreign corporate guests
typically accounted for less than 15 percent of total room
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significant proportion of room nights for internationally
branded hotels by accounting for 24 percent and 27
percent of overall demand in such five and four-star
hotels respectively.

Domestic guests were of the greatest importance to the budget
sector - for every 10 budget room nights of demand, 9.6 of them
were sold to domestic guests. Domestic corporate guests, in
particular, generated 47 percent of the total budget demand,
which is significantly higher than that of all categories of star-rated
hotels, while domestic leisure direct/FIT guests contributed 24
percent.

Foreign corporate guests continued to command the highest room
rates across all the source markets at RMB 1,024, RMB 618 and RMB
399 for 5, 4 and 3-star hotels respectively. However, the rates that this
source market generated did not grow in 2006. In fact, room rates by
foreign corporate guests went through a negative Y-o-Y growth of 10
and 18 percent each for 5 and 4-star hotels.

On the other extreme, domestic tour groups remained as the lowest
rate generator across all the source markets while accounting for
between 6 to 8 percent of total room nights of demand. For 5-star hotels,
they were able to generate a rate of RMB 508; for 4-star hotels, RMB
271 and; 3-star hotels, RMB 168.

In 2006, the total number of hotel staff per available room was
1.83, 1.59 and 1.44 for 5, 4 and 3 star hotels respectively.
These represented slight increases of above 2 percent each
for 5 and 4-star hotels and a slight decrease of 2 percent for 3-star
hotels when compared to 2005 levels. The relative efficiency of
internationally branded hotels was evident as they continued
to employ fewer personnel on a per available room basis. In
particular, international 5-star hotels were able to keep their labour
efficiency at 1.67 staff per available room while domestically
and independently managed hotels both employed more than
two personnel per available room.

As was the case during the previous years, direct inquiry continued to
be the main method through which hotel guests made their
reservations. Direct inquiry accounted for more than 30 percent of
total demand across all rate categories although tour agents and
operators continued to be very important in the 5-star markets of
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Beijing, Guangzhou/Shenzhen and Sanya. In these
three key markets, a greater proportion of advanced
reservations came through tour agents and operators

Seats Per Available Room (By Management Model) 2006
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of total demand to reflect increases of 11 and 8
percentage points respectively.

At 1.75 and 1.49 seats per available room, international 5
and 4-star hotels continued to have the leanest food and beverage
operations. All domestic and independent hotels each operated
more extensive food and beverage operations with more than 2
seats per available room. Despite this, internationally branded
hotels continued to achieve significantly higher average food and
beverage checks: international 5-star hotels recorded an average
check of RMB 376 per cover compared to RMB 97 and RMB 114 for
domestic and independent 5-star hotels while international 4-star
hotels recorded an average check of RMB 95 per cover compared
to RMB 66 and RMB 80 for domestic and independent 4-star
hotels.

When asked about their outlook for 2007, 5 and 4-star hotels were
almost equally divided about changes in occupancy performance
with just slightly more than half of the respondents anticipating an
increase in the coming year. Three-star hotels were less optimistic
with 47 percent of total respondents also anticipating an increase. In
a similar manner, 5-star hotels were the most upbeat about rate
improvements with 57 percent of them indicating an optimistic outlook.
Overall, this reflected a trend of waning optimism as the proportion
of hotels forecasting occupancy and/or rate increases has been
decreasing gradually since 2004.

We would like to thank all the hotels that have participated in this
year' s study. We would also like to extend our heartfelt appreciation
to the CTHA and China Tourism Press for their fifth consecutive year of
unwavering support in bringing this study to the industry.

KPR EE, HEAX- FE
TELEEIRINS) /A )

Damien Little

Director, Chief Representative - China
Horwath HTL
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LAER B4 2 UEETHipad
By Average Room Rate By Key Market
2 m6 ¥701 LI E  ¥501~700  ¥301~500  ¥300 LI'F IR Lig I + &I =X IH+ T RXE+ WK
Above Between Between Below Beijing  Shanghai GZ+SZ Sanya JS+ZJ TJ+SD
¥701 ¥501~700 ¥301~500 ¥300 A E/5Star A E/5Star H E/5Star FH E/5Star H £ /5Star A E/5Star
B SHE
RIEHE 79 86 158 140 26 23 7 @ 28 10
FHIUHEARTEH 32,946 28,257 43,035 27,346 10,199 9,818 3,122 2,716 8,569 3,681
SHELFRAEEERH 22742 19,867 29,738 18,213 7,471 6,788 2,027 1,848 5,803 2,584
FEHNER 68.5% 69.4% 68.8% 65.5% 71.0% 69.0% 64.9% 68.0% 67.3% 70.2%
L% EN 1,103 596 398 222 943 1,358 806 759 601 738
HEEREBFHKRA 756 413 274 145 669 937 523 517 405 518
FEEREZBA 454,625 283,427 198,344 108,290 425878 561,106 399,925 294,304 315,723 329,064
HEEERLXH 251,729 178,183 144,721 94,452 238,244 293,479 282,305 153,448 197,087 227,064
BHREEERAREEAKS 208,144 106,614 56,758 16,839 187,634 288,154 117,620 140,856 118,635 101,999
HRIKRABR L 45.8% 37.6% 28.6% 15.6% 441% 51.4% 29.4% 47.9% 37.6% 31.0%
BREFEMEH ARk 168,085 85,478 31,805 7,188 134,321 243,187 94,228 110,872 93,776 84,124
HERANED L 37.0% 30.2% 16.0% 6.6% 31.5% 43.3% 23.6% 37.7% 29.7% 25.6%
LUIEH B a2 UEEmHHH %
By Average Room Rate By Key Market
¥701 LIk ¥501~700 ¥301~500  ¥300 LIF 1t i I+ R =T IH+ I XE+ WEK
Above Between Between Below Beijing  Shanghai GZ+SZ Sanya JS+ZJ TJ+SD
¥701 ¥501~700  ¥301~500 ¥300 K E/5Star HE/5Star HE/5Star K E/5Star K B /5Star K £ /5Star
RE N ZEE
R E 64 82 148 140 19 23 5 5 17 10
FHIHHEAREH 27,551 26,736 40,431 38,601 8,475 10,406 2,587 2,166 5115 3,409
FHLFRAEREH 20,155 18,636 27,794 28,029 6,017 7,507 1,987 1,465 3,471 2,401
SENER 73.2% 69.7% 68.7%  72.6% 71.0% 721% 76.8% 67.6% 67.9% 70.4%
T BN 1,103 590 390 187 929 1,374 787 874 689 650
FEERFEHFHBRA 807 412 268 136 659 992 604 591 468 457
HREZEREBBA 490,197 263,425 184,222 96,860 434,281 568,946 492,046 333,439 325657 315,868
HEERELZH 264,673 167,442 132,520 74,117 244,756 291,387 311,123 156,048 205,556 219,732
HEXRETHAREEEINS 230,857 95,984 51,965 23,208 189,526 293,101 180,924 177,391 120,101 96,137
S ONEY N 471% 36.4% 28.2%  24.0% 43.6% 51.5% 36.8% 53.2% 36.9% 30.4%
%7 Notes:

1. IBFCMF - Income Before Fixed Charges and Management Fees

2. EBITDA - Earnings Before Income Tax, Depreciation and Amortization
3. GZ+SZ - Guangzhou + Shenzhen

4. JS+ZJ - Jiangsu + Zhejiang

5. TJ+SD - Tianjin + Shandong



2006 v

5 Star

Industry Summary

Number of Hotels 172
Number of Available Rooms per Day 61,655
Number of Occupied Rooms per Day 41,487

Occupancy 66.3%
Average Room Rate 792
Revenue Per Available Room - RevPAR 525
Total Revenue Per Available Room 350,468
Total Expenses Per Available Room 208,937

IBFCMF Per Available Room 145,224
% of Total Revenue 41.4%
EBITDA Per Available Room 113,400
As % of Total Revenue 32.4%
MERE
All
5 Star

Industry Summary

Number of Hotels 142
Number of Available Rooms per Day 58,027
Number of Occupied Rooms per Day 36,165

Occupancy 68.2%
Average Room Rate 806
Revenue Per Available Room - RevPAR 552

Total Revenue Per Available Room 353,541
Total Expenses Per Available Room 205,337

IBFCMF Per Available Room 150,353
% of Total Revenue 42.5%
%7 Notes:

TABLE 1

INDUSTRY SUMMARY (2006 VS. 2005)

NEERK 5%
By Management Model

ﬁiﬁl! FASE SHNEE ERFEEE EA¥E UYIETEE ERFEEE EAFE LIATER

Int’l

Dom. Indp. Int’l Dom.

HE/5Star HEE/5Star FHE/5Star PUE/4Star PUE/4Star

97
37,028
25,025

66.9%
940

629
388,684
215,769
177,006
45.5%
142,713
36.7%

45 30 46 66
13,835 10,793 15,517 17,512
9,614 6,869 11,110 12,228
66.9% 63.6% 71.4% 68.6%
563 584 578 400
377 372 413 274

280,840 311,473 238,690 201,166
180,508 222,471 151,411 138,707
103,259 92,362 87,279 64,817
36.8% 29.7% 36.6% 32.2%
72,012 68,082 65,577 42,984
25.6% 21.9% 27.5% 21.4%

DEERKX 5%
By Management Model

SRNEE HREEE ERNER !ILEE&‘E! BREE EAEE

LERTH
By Star Rating
All Budget
4 Star 3 Star Hotel
205 94 250
54,444 16,910 18,861
37,953 11,933 17,743
69.4% 69.2% 87.7%
437 278 152
303 192 133
204,634 125,779 56,928
143,216 100,716 33,673
63,690 29,984 26,287
31.1% 23.8% 46.2%
42,173 19,239 -
20.6% 15.3% =
LLER %,
By Star Rating
FENE FA=E
All All Budget
4 Star 3 Star Hotel
191 96 43
51,315 18,126 6,351
35,926 12,599 5,821
70.0% 69.5% 91.7%
436 268 180
305 186 165
198,943 120,576 92,576
137,042 96,847 43,544
62,222 24,920 49,032
31.3% 20.7% 53.0%

1. BFEEERE. BERREEEATDEERFERORE
2 EREERE. HERREEEASEESFEERORE
3. W FEAEE. RMAEAEHEERENRIEERE. Y ERTEEREATE

Int’l

Dom. Int’l Dom.

H B /5Star H E/5Star IIISStar U £ /4Star P4 £ /4Star

88
32,817
22,856

69.6%
946

659
398,971
217,336
185,310
46.4%

24 30 51 53
10,129 10,081 16,341 14,634
7,016 6,311 11,938 10,088

69.3% 62.6% 73.1% 68.9%
657 482 539 417

455 302 394 287
341,195 218,050 229,997 192,137
221,027 124,130 149,369 129,088
120,168 72,308 80,628 63,050
35.2% 33.2% 35.1% 32.8%

BRARFETEENRE.

Indp.
Pu £ /4Star

93
21,415
14,663

68.7%
361
248
182,791
140,697
45,536
24.9%
24,411

13.4%

VEETER
Indp.
Py £ /4Star

89
21,124
14,287

67.6%
359
243
174,697
129,873
45,517

26.1%



