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Front cover: Light floods into the Hotel Cipriani’s
new Palladio Suite from vast windows that provide
a 270° panorama of the surrounding lagoon 
and famous Venetian landmarks. Completed in
summer 2002, the spacious rooms are decorated
with marble flooring, Murano glass, original
Venetian artworks and Fortuny fabrics.The many
state-of-the-art facilities include a sophisticated
sound system and a giant projection screen.The
suite has its own private kitchen, boat landing 
and personal butler.

Left: Orient-Express Magazine, a major communication link between the company and its
customers, is published quarterly in two versions: international and a special edition for the
Far East. In 2003, the magazine enters its 20th year of publication with more editorial and
advertisement pages than ever before.The publication has recently launched or expanded
several special supplements, including Gourmet Voyager, a biannual 32-page magazine-
within-a-magazine devoted to fine food and wine. Another special section, focused on
London, has encouraged many leading U.K. hotels to display the magazine in their rooms.
Virgin Atlantic and British Airways also distribute the magazine to First and Business Class
customers, helping to take the magazine’s circulation to a record high of 54,000 copies.

Orient-Express Hotels Ltd. owns or part-owns, and manages, 40 leisure properties
in 17 countries.Thirty-one are hotels ranging across five continents, from the
Hotel Cipriani in Venice to the Mount Nelson in Cape Town, the Copacabana
Palace in Rio de Janeiro, the Observatory in Sydney, and Charleston Place in
Charleston, S.C. Restaurants include ‘21’ Club in New York, Le Manoir aux
Quat’Saisons in Oxfordshire, England and Harry’s Bar (a private club) in London.
Four tourist trains include the legendary Venice Simplon-Orient-Express in
Europe and the Eastern & Oriental Express in Asia. The company also part-owns
and manages PeruRail in Peru, which operates the Cuzco-Machu Picchu train
service used by nearly every tourist to Peru (there are no roads to the famous
Inca ruins and otherwise it is a four-day hike).The m.v. Road To Mandalay provides
luxury cruises on the Irrawaddy River in Myanmar.

The company started in 1976 as the leisure division of Sea Containers Ltd. and
was later incorporated as Orient-Express Hotels Ltd., a Bermuda company.
Orient-Express Hotels was floated on the New York Stock Exchange in August,
2000. Sea Containers presently owns 47% of the company and plans to sell its
remaining shares when market conditions are more favorable.

Orient-Express Hotels seeks out unique properties which have expansion
potential. It owns or part-owns its properties because it believes that equity
returns are greater than simply management fee income. Increases in property
values allow the company to increase funding against those assets and thus fuel
expansion.The unique nature of the assets insulates against competition and
therefore allows greater pricing flexibility.

The company avoids the use of a chain brand.Thus, none of its properties are
branded “Orient-Express” (except the train and safari camps). Management
believes that discriminating travelers will choose an individual property of fame
in priority to a chain brand. In the few locations where the company competes
with de luxe brand chains (Venice, Lisbon and Rio de Janeiro are examples) it
achieves up to 40% higher average rates than the chain brand hotels.
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2002 2001 Change %

$000 $000

Revenue 289,302 261,348 11

EBITDA* 67,041 69,094 (3)

Net earnings 25,294 29,850 (15)

Earnings per common share $0.82 $0.97

Number of shares (million) 30.8 30.9

*Earnings Before Interest,Tax, Depreciation and Amortization (EBITDA), see page 40.

**Excludes one-time gains and accounting change

Performance overview ($ millions)

2002 2001 2000 1999** 1998

Revenue 289.3 261.3 276.4 249.1 230.9

EBITDA 67.0 69.1 84.1 71.5 61.1

Net Earnings 25.3 29.9 40.0 34.2 26.7

Financial Highlights

Orient-Express Hotels Ltd.
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Back row from left to right
Daniel J. O’Sullivan
Senior Vice President – Finance and Chief
Financial Officer of Sea Containers Ltd.

Simon M.C. Sherwood
President of the company. Previously Senior
Vice President – Leisure of Sea Containers
Ltd. (1997-2000) and was originally appointed
Vice President in 1991, prior to which he was
Manager, Strategic Consulting of Boston
Consulting Group (1986-1990).

Georg R. Rafael
Managing Director of Rafael Group S.A.M.
Previously Vice Chairman – Executive
Committee of Mandarin Oriental Hotels
(2000-2002). Managing Director and founder
of Rafael Hotels (1986-2000) and Joint

Directors

Managing Director of Regent International
Hotels (1972-1986).

James B. Hurlock *

Partner (retired) of White & Case LLP
(attorneys). Mr Hurlock was Chairman of the
Management Committee of White & Case
LLP (1980-2000), overseeing the firm’s
worldwide operations.

J. Robert Lovejoy *

Senior Managing Director of Ripplewood
Holdings LLC (a private equity investment
firm). Prior to joining Ripplewood, Mr Lovejoy
was Managing Director of Lazard Frères & Co.
LLC and a General Partner of the
predecessor partnership for over 15 years.

Front row from left to right
James B. Sherwood
Chairman of the company. Mr Sherwood 
is also a Director and President of 
Sea Containers Ltd.

John D. Campbell * Burmuda based

Vice President of the company; Senior
Counsel of Appleby Spurling & Kempe
(attorneys). He was a member of the firm
until 1999, and is also a Director and Vice
President of Sea Containers Ltd.

*Member of the Audit Committee
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Management team

Back row from left to right
Adrian D. Constant
Vice President – Hotels, Europe and Asia
Joined the company from Le Meridien Hotels
in 2001, where he had responsibility for the
development of its hotels in South America.
He has also managed hotels in the Algarve,
Malta, London and Madrid.

Paul White
Vice President – Hotels, Africa, Australia 
and South America
Previously a manager of the company working
on hotel financial and operational matters,
having joined from Forte Hotels in1991.

Simon M.C. Sherwood 
President (See details on facing page)

Dean Andrews 
Vice President – Hotels, North America
Joined the company in 1997, having been
previously with Omni Hotels (1981-1997),

working in new hotel development and
financial and asset management.

Nicholas R.Varian
Vice President – Trains and Cruises
Joined Orient-Express Hotels in 1985 from
P&O Steam Navigation Company and
became Vice President responsible for train
and cruise activities in 1989.

Roger V. Collins 
Vice President – Technical Services
An engineer his entire career, he has worked
in the hotel industry since 1979 with Grand
Metropolitan Hotels, Courage Inns and
Taverns, and Trusthouse Forte Hotels, joining
Orient-Express Hotels in 1991.

James G. Struthers
Vice President – Finance and Chief Financial Officer
Joined the company in 2000. Previously
Finance Director of Eurostar UK Ltd. (1997-99).
Worked with Sea Containers Ltd. as

Controller (1991-96), having qualified as 
a chartered accountant with KPMG in 
1986 and is currently Vice President of 
Sea Containers Ltd.

Front row from left to right
Pippa Isbell
Vice President – Public Relations
Joined the company in 1998 after selling the
public relations consultancy she founded in
1987, which had clients such as Inter-Continental
Hotels, Forte, Hilton International, Jarvis
Hotels, and Millennium and Copthorne.

Edwin S. Hetherington 
Secretary 
Also Vice President, General Counsel and
Secretary of Sea Containers Ltd. having joined
Orient-Express Hotels in 1980.
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May 1, 2003

Dear Shareholder,

Orient-Express Hotels finished 2002 with net
earnings of $25.3 million ($0.82 per common
share) compared with net earnings of $29.9
million ($0.97 per common share) in 2001.
Both years were negatively impacted by
unfortunate events beyond our control.The
terrorist acts of September 11th, 2001 caused
massive disruption to travel in the immediate
weeks following, and “chilled” overseas travel
by Americans and Japanese in particular, for
much of 2002. However, we saw steadily
improving RevPARs throughout 2002 compared
with prior year : down 12% in the first quarter,
down 8% in the second quarter, up 5% in the
third quarter and up 6% in the fourth quarter.
Our three acquisitions made early in 2002
helped to improve 2002 results. In the second
half of 2002 we were burdened with
excessive insurance costs, which were sprung
on us at mid-year without warning. Insurances
have now been restructured on a regional
basis rather than centrally, so, for 2003, these
costs will be back in line with first half 2002.

Not only have we been making
acquisitions but we have been investing
heavily in our existing properties.We are
close to completing a doubling of the key
count at the Inn at Perry Cabin (from 40 to
81) and have fully refurbished one quarter of
the room stock at the Copacabana Palace

Hotel in Rio de Janeiro in 2002. Lilianfels, in
the Blue Mountains of Australia, is in the midst
of major improvements; the new La Cabaña in
Buenos Aires should open in September; and
the new conference and banqueting center at
The Westcliff in Johannesburg should open in
June. Litigation over planning consent at the
Caruso has meant that we cannot expect to
reopen this property before 2005.We
completed a major rooms addition at
Maroma in time for the 2002/2003 high
season and the property has been operating
at capacity since before Christmas.The
Upstairs at ‘21’ Club opened late in 2002 and
will provide much-needed extra à la carte and
banquet dining.

The new Palladio Suite was added to the
Hotel Cipriani in Venice in mid-2002 and was
let through much of the remaining high
season at its rack rate of $6,000 per night.

Tourist trains and river cruising had an
excellent 2002 despite September 11th. We
have a dominant position in these activities
and we are trying to expand them. We have
a new tourist train as well as another river
cruise business on the drawing board.

We are looking at a number of
acquisitions at the moment. Generally
speaking, we avoid new builds and instead
concentrate on existing properties which have
short lead times to improved profitability. By
the time you receive this report we will have
completed the purchase of 50% of the equity
in the 167-room Ritz Hotel in Madrid, Spain,

Chairman’s message

James B. Sherwood
Chairman & Founder

20012002

EBITDA
Total $ millions

Owned hotels - Europe 29.2 26.9 9

North America 11.1 14.6 (24)

Rest of the World 12.7 14.9 (15)

53.0 56.4 (6)

Hotel management interests 12.4 10.9 14

Restaurants 3.8 4.0 (5)

Total hotels and restaurants 69.2 71.3 (3)

Trains and cruises 8.3 7.3 14

EBITDA before central overheads 77.5 78.6 (1)

Central overheads (10.5) (9.5) 11

Total EBITDA 67.0 69.1 (3)

2002 2001  Change %

EBITDA ($ millions)

67.0
69.1
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and conclusion of a long-term management
contract.This unique property is being
acquired at about 10x estimated EBITDA and
we believe there is considerable upside.

Sea Containers reduced its equity holding
in Orient-Express Hotels in 2002 to 47%,
representing 16% of the votes, thus
deconsolidating Orient-Express Hotels from
its financial statements. Sea Containers tells us
that it eventually intends to sell its remaining
shareholding but not at current depressed
price levels.With the appointment of the
hotelier Georg Rafael to the board, effective
October 2002, a majority of the members are
independent of Sea Containers. All but one
cross-default clause on lending agreements of
the company have now been removed (by
this I mean that if Sea Containers defaults on
any of its lending agreements it does not
constitute a default in Orient-Express Hotels’
lending agreements). Thus, the separation of
the two companies is effectively complete
other than they still share some common
services by contract which can be terminated
at one year’s notice.

As I write this report, the Iraq war and
the SARS epidemic have reduced current
travel and forward bookings are down.We
expect demand to bounce back when these
events have passed but they are bound to
diminish first half 2003 results. Nonetheless,
we believe the fundamentals of the company
are excellent and investors will anticipate the
improving results as short-term dislocations to
travel end.

Please read the President’s and Chief
Financial Officer’s reports in this Annual
Report for more information about the
performance and prospects of the company.

Our worldwide staff of 5,100 deserve
congratulations on producing acceptable results
in the face of so much adversity in 2002.

Sincerely,

James B. Sherwood
Chairman & Founder

Left: Hotel Monasterio in Cuzco, Peru, at 10,500ft.,
is the world's second hotel (the first being the
Mount Everest base camp) to pipe oxygen into
guest rooms, to eliminate altitude sickness.The 
50 rooms benefiting from this facility are part 
of a major refurbishment program which has
substantially enhanced this 300-year-old former
monastery.

Below: Lilianfels in Australia’s Blue Mountains
National Park is just emerging from a major 
facelift.The Lounge (below) has been redecorated 
as has the rooms stock. Next, the Health Club 
is to be remodeled, with a range of spa facilities
that will firmly establish this former private 
home as Australia’s finest country house retreat.
This 85-room property has an enviable location
adjacent to the Three Sisters rock formation 
in Australia’s Blue Mountains, yet is only a 
90-minute drive from Sydney.
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It has been a challenging year for our
European properties. On a same store basis,
earnings before interest, tax and depreciation
(EBITDA) fell about $3 million compared with
2001, driven by a 1% decline in same store
RevPAR (down 6% in local currency).

EBITDA is a common financial measure in
the leisure industry used to help judge
underlying performance as it is not affected by
non-operating factors such as leverage and
the historic cost of assets.

Most affected were Italy, due to a fall in
the number of visitors from the U.S.A. and
Portugal, our Lisbon hotel that principally
serves the corporate market. Even in these
markets we continue to outperform our
competitors, demonstrating that our
philosophy of unique, high-personality hotels
can generate impressive RevPAR premiums
even in difficult times.

Total EBITDA from our European hotels
increased in 2002 by $2.3 million (8%) over
2001 as our two new acquisitions, La
Residencia in Mallorca and Le Manoir aux
Quat’Saisons in the U.K. had an excellent year.
They generated $5.5 million EBITDA,
equivalent to over 15% return on total
investment.Therefore the purchase price was
about 6.5x first year EBITDA with
considerable scope for improved earnings
over the next few years.

Owned Hotels Europe

2002 2001 

* RevPAR = Revenue per available room (the rooms
department revenue divided by the number of lettable hotel
rooms for each night of operation).
** Comparison of the same units’ operations, e.g. excluding the
effect of any acquisitions.

EBITDA ($ millions) 29.2 26.9

Overall - Average daily rate ($) 376 337

Rooms sold (’000) 157 153

RevPAR ($)* 242 239

Same store** RevPAR ($) 234 236

RevPAR change 
(in US$) -1%

RevPAR change 
(in local currency) -6%

Left: Luxuriant gardens surround the Hotel Splendido,
cascading down the slopes of steep cliffs leading 
to the harbor below. Portofino enjoys a warm
microclimate and this is reflected in the many
exotic species of plants, including trees dating back
to the 19th century.Within the gardens are the
hotel’s famous swimming pool and La Terrazza
restaurant, offering breathtaking views of the port
and yachts at anchor below.The beauty of the
hotel’s setting is rivaled by the hills immediately
behind it – all forests, meadows and farmsteads –
where many guests choose to walk up an 
appetite before feasting on the Splendido’s 
famous Ligurian cuisine.

Italy
The drop in demand for international travel
by U.S. tourists has been widely reported, and
5-star hotels in Venice were badly affected as
they rely heavily on this market. Our
competitive set saw an 8% decline in U.S.
dollar RevPAR for the year, whereas the Hotel
Cipriani and Palazzo Vendramin (103 keys)
dropped 3%. Our magnificent new Palladio
Suite opened mid-year and has been heralded
as one of the finest suites in the world, with
its sweeping views across the lagoon,
magnificent terrace, swimming pool, plus a
private pier and motor boat (see cover).

In spite of the challenges of 2002, the
Hotel Splendido and Splendido Mare (82 keys)
had a record year with RevPAR up 11% (5% in
euros), and EBITDA of $5.7 million.The hotels are
firm favorites of U.K. guests and perhaps more
surprisingly, U.S. demand also held up well.

Florence suffered in the same way as
Venice as it has a similar reliance on the U.S.A.
At the Villa San Michele (45 keys) EBITDA
fell about 10%. We delayed our 2002
seasonal opening by a few weeks in order to
build nine new keys, all with spectacular views
over the city.This increase in room count (up
over 15%) distorts the 2002 RevPAR
comparison which was down 9% (14% in
euros) but should significantly boost the hotel’s
profitability longer term.We have received
permission in principle to add another two

President’s overview of performance

Simon M.C. Sherwood 
President

Reid’s Palace Hotel

Lapa Palace Hotel

Hotel Quinta do Lago 

La Residencia

Hôtel de la Cité
Hotel Splendido 
& Splendido Mare

Hotel Caruso

Villa San Michele

Hotel Cipriani &
Palazzo Vendramin

Harry’s Bar
Le Manoir aux Quat’Saisons

Hotels: Europe

Hotel Ritz
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keys in the gardens but have deferred this
expansion until demand recovers.

The dispute over the scope of refurbishment
of the Hotel Caruso in Ravello continues at a
frustratingly slow pace. Demand for Ravello and
the Amalfi Coast has remained very strong in
2002 so we are confident that we can generate
a good return once the hotel reopens.

Portugal
At Reid’s Palace (164 keys) in Madeira,
RevPAR and EBITDA were very similar to
prior year, a good result considering that 2001
was a record year itself (EBITDA up 17% over
2000). Growing demand from the U.K. offset
the general decline in German demand that
has been felt throughout Europe. Demand
during the summer months, traditionally the
low season in Madeira, has grown dramatically.
With solid demand year round, we should be
able steadily to build RevPAR and profitability.
Given the unpredictable outlook of the
industry in general, we have deferred
construction of the new spa for the time being.

At the Hotel Quinta do Lago (141 keys)
in the Algarve, room rate increased by about
14% to $221 but RevPAR did not show any
significant increase as there was an offsetting
decline in occupancy owing to a drop in demand
from Germany. Booking levels for 2003 are
somewhat slow, although room rate continues
to hold up well.The hotel is in excellent condition
and no major capital expenditure is required,
although we do have plans to add a spa in the
next couple of years (with funding provided
by the European Community) and longer term
we have plans to build 20 additional keys.

The Lapa Palace (109 keys) in Lisbon had a
very difficult year as it was hit by the worldwide
decline in corporate travel combined with
weak economic conditions in Portugal itself.
RevPAR fell 11% and EBITDA declined by 
$1 million.We have taken advantage of this
period of weak demand and the availability of
subsidized European Community funding to
complete the refurbishment of the property.
There is still scope to add 50 additional keys in
a new wing, although we will not trigger this
investment until the economic outlook improves.

Other European hotels
The new European properties acquired in
February 2002, had an excellent year.
La Residencia (62 keys) in Mallorca, Spain,
outperformed our initial business plan on every
measure and showed 8% RevPAR growth
over prior year. We increased rates 10-15%
at the hotel but occupancy for 2002 was still
over 85% so there appears to be scope for
further yield improvement.There is huge demand
for the best suites so we are refurbishing the
four major presidential suites as well as making
general improvements to the other guest
rooms. During the 2003/4 winter we hope to
build up to 20 additional keys at the hotel.

Le Manoir aux Quat’Saisons (32 keys) in
Oxfordshire, England, also enjoyed a strong
year with RevPAR up 8% over 2001. Our
partner (the original founder) is the famous
chef Raymond Blanc and the hotel’s
restaurant remains a critical element of the
property’s success and attraction. In 2002
Raymond received the extraordinary accolade
of being chosen as the finest chef in the U.K.

Left:The Villa San Michele, a 15th-century former
monastery at Fiesole, has recently opened nine new
junior suites within its Italian gardens. Five are
positioned amid the hillside terraces, while three
more are tucked beneath the Limonaia. Another,
the Greenhouse Suite, has been created in a
building where medieval monks used to raise their
plants. All have been designed using superb local
materials, including terracotta floors, leather
furniture and silk upholstery. Laurel hedges create
private terraces from which guests can enjoy
magnificent views of Florence.

Above: Raymond Blanc (center) is acknowledged as
one of the world’s finest chefs: his restaurant,
Le Manoir aux Quat’Saisons, has held two Michelin
stars for 18 years and is acclaimed by all the major
guides to culinary excellence. Le Manoir includes
32 imaginatively decorated guest suites and sits in
a two-acre garden which supplies the kitchens with
herbs and vegetables.

and as the country’s representative for the
prestigious World Master of Culinary Arts.

The restaurant at Hôtel de la Cité (61
keys) in Carcassonne, France, can also boast
an eventful year as it was awarded a Michelin
star.This is an important development as the
Michelin Guide is very influential in the French
market. Hôtel de la Cité experienced a 4%
RevPAR decline during 2002 with a notable
decline in U.S. business, so the property’s
growing reputation for fine food is very
important in these difficult times.
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Hotels: North America
(Including the Caribbean and Mexico)

The North American properties generated
EBITDA of $11.1 million, of which $0.8 million
came from our new acquisition, Maroma Resort
and Spa. On a same store basis, this means that
EBITDA declined over $4 million with all of
our hotels feeling the impact due to a
combination of depressed corporate activity
throughout the year and a fall off in last-minute
leisure demand during the fourth quarter. La
Samanna suffered particularly badly as the
booking period for the important high-season
months early in 2002 was badly impacted by the
events of September 11th. 2003 will be helped
by Maroma and the major expansion that we
have completed at the Inn at Perry Cabin, but
much still depends on the general recovery of
the core corporate and leisure markets.

The upper tier of the New Orleans
market experienced an 8-10% decline in
RevPAR as commercial and corporate group
demand softened.The city benefited from
Superbowl in the first quarter but this was
partly offset by the impact of Hurricane Lily
that literally blew away the first week in
October (normally a strong demand period).

At the Windsor Court (324 keys) we
held firm on rates but a decline in occupancy
meant that RevPAR was down 5% versus
2001, causing a $1.3 million decline in EBITDA.
Booking comparisons for January and February
are meaningless due to Superbowl (when
people book well ahead) but for March and
beyond, bookings are slightly ahead of last year
and booking pace for corporate events has
picked up during the last couple of months.
Hopefully, this is a sign of better things to come.

During 2002 we expanded the Inn at
Perry Cabin (now 81 keys) in St. Michaels,
Maryland, effectively doubling the size of the
property in addition to adding new meeting

Above: Just 25 miles from Cancún airport, on
Mexico’s Riviera Maya, Maroma Resort and Spa is
an exceptionally peaceful hideaway. Designed in an
authentic Mexican style, it is surrounded by tropical
jungle, and sits beside a talcum beach which the
U.S.A.’s Travel Channel voted the world’s best.
A Wellness Center, a new Pool Bar with a spa
menu, and 11 premium guest rooms have recently
been added, to make this one of Mexico’s most
exclusive retreats.

space, a new pool, and refurbishing the
restaurant and existing room stock.The core
building reopened in June 2002 but the nearby
construction caused disruption and adversely
affected demand.The full complement of new
rooms will be opened as demand picks up in
the spring.We have already had a large number
of requests for the new meeting facility.

Keswick Hall (48 keys) in Virginia had
another difficult year given its reliance on
corporate “fly to” business (which also hurt it
in 2001).The good news is that there was a
marked improvement in revenue for the
fourth quarter (up 13% over 2001) in sharp
contrast to our experience elsewhere.
Bookings and enquiries are encouraging for
2003 and we are also seeing increased
interest in golf club memberships and the
associated real-estate parcels that we plan to
sell for development over the next few years.
The new swimming pool has been a great
success and this year we have a limited
investment program focusing on the golf
course, a new terrace restaurant and extra
meeting space. As soon as performance
improves, we can launch our major expansion
project that allows up to 75 additional keys.

At La Samanna (81 keys), St. Martin, room
rate fell 4% as we were forced to offer special
discounts in order to build business early in
the year. Operating costs at the hotel are
affected by the stronger euro and a significant

increase in insurance costs for destinations in
the hurricane belt. Business picked up well in
the fourth quarter but we still plan to defer our
expansion project (40 additional keys) as we
would like to see a more sustained period of
demand prior to investing further in the property.

Charleston Place (442 keys) in
Charleston, South Carolina, where we have an
ownership interest and management contract,
continues to perform well. RevPAR grew 3%
as the hotel managed to sustain demand from

The Windsor Court

‘21’ Club
Inn at Perry Cabin

Keswick Hall

Charleston Place

Maroma Resort and Spa

La Samanna

Owned Hotels North America

2002 2001 

EBITDA ($ millions) 11.1 14.6

Overall - Average daily rate ($) 314 314

Rooms sold (’000) 118 121

RevPAR ($) 206 217

Same store RevPAR ($) 207 218

RevPAR change 
(in US$) -5%

RevPAR change 
(in local currency) -5%

its key corporate markets (pharmaceutical,
insurance and financial). Our capital expenditure
priority continues to be the rolling room-
refurbishment program that has been so well
received and allowed us to drive rate.

In March 2002 we acquired a 75% equity
interest in Maroma Resort and Spa (58 keys)
on Mexico’s Caribbean coast. Since that time,
we have invested $2 million to finish extra rooms
and renew much of the infrastructure, including
the kitchen, water supply and sewage treatment
facilities. Results have been very encouraging
with the earnings for the nine-month period
of ownership $0.9 million above the same
period in 2001, based on revenue growth of
over 60%. Booking data from the period prior
to our ownership is not very reliable but we
believe current booking levels are 2-3x higher
than in the past. Further investment is planned
for 2003 including 12 new beachfront suites
that should command premium rates.



12

Owned hotels in this region generated
EBITDA of $12.7 million, down 15% from
2001 mostly due to the Copacabana Palace
and the Australian hotels, offset by improved
performance in South Africa.

South America
The Copacabana Palace (225 keys), in  Rio de
Janeiro, suffered as U.S.A. corporate demand
declined and rates for Brazilian domestic
business were affected by the weaker local
currency. EBITDA declined $1.8 million (22%)
for the year. Weak occupancy during the low
season summer months allowed us to push
ahead with necessary refurbishment in the
heart of the building, although this inevitably
caused some disruption for our guests and an
associated loss of revenue.The hotel is
focusing its sales efforts on the U.S.A.
incentive market in order to help fill these
quieter months.

The three Peruvian hotels, the Miraflores
Park Hotel (81 keys) in Lima (that we fully
own), the Hotel Monasterio (127 keys) in
Cuzco, and the Machu Picchu Sanctuary
Lodge (31 keys) (both owned within our
50/50 Peruvian joint venture) had a
satisfactory year with RevPAR slightly ahead of
2001. Peru has been receiving enormous
favorable publicity so we expect a big increase
in top-end demand over the next few years.
The properties are in excellent condition

following substantial refurbishment but we do
have plans for further development of the
Miraflores Park Hotel, including a new
restaurant and additional rooms.The permit is
already in place for this work but we will not
undertake the project until the end of 2003
at the earliest and only if justified by
continuing improvement in results.

Southern Africa 
The Mount Nelson Hotel (226 keys) in Cape
Town had an excellent year with RevPAR up
21% and EBITDA increasing 43% up to $3.5
million. In spite of the substantial price
increases imposed in 2002, demand has been
stronger than ever so we fully expect another
good year in 2003. Room rates at the hotel
are still less than $150 which, given the
exceptional quality of product, suggests that
there is scope for much improvement if
demand continues strong.

The Westcliff hotel (119 keys) also made
good progress in 2002 as RevPAR increased
20% over 2001. Rates are still very low in this
highly competitive market but the hotel
should be in a better position once the new
conference and banqueting facility opens mid-
year. Our food and beverage operation at the
hotel has been a strong performer for several
years so we should generate a good return
from banqueting and meetings as well as
associated room sales.

Hotels: Rest of the world

Miraflores Park Hotel

Hotel Monasterio

Machu Picchu
Sanctuary Lodge

La Cabaña

Copacabana Palace
Orient-Express Safaris

The Westcliff

Mount Nelson Hotel

Lilianfels Blue Mountains

The Observatory Hotel

Bora Bora Lagoon Resort

Above: The three separate camps that make up
what was formerly Gametrackers in Botswana have
been extensively refurbished and relaunched as
Orient-Express Safaris. Savute Elephant Camp
offers a new dining experience – a boma that
serves African cuisine under the stars; at Eagle
Island Camp, the redesigned Fish Eagle Bar has
wonderful views over the Okavango Delta.
Guests can soon enjoy the scenery from their 
own private decks.

Owned Hotels Rest of the World

2002 2001 

EBITDA ($ millions) 12.7 14.9

Overall - Average daily rate ($) 186 192

Rooms sold (’000) 176 164

RevPAR ($) 96 102

Same store RevPAR ($) 96 98

RevPAR change 
(in US$) -3%

RevPAR change 
(in local currency) 0%



Restaurants
‘21’ Club in New York generates most of our earnings from restaurants.The operation proved
very resilient in 2002 with EBITDA similar to prior year.The New York high-end restaurant
market is reported to have experienced 5-10% declines in demand for the year, whereas
revenue at ‘21’ was up 2% for the year and 4% in the fourth quarter. Our new restaurant,The
Upstairs at ‘21’, opened in November 2002
and has been well received by guests and
critics.

Work is progressing well on the La Cabaña
restaurant in Buenos Aires, which is scheduled
to open in September 2003.This historic
steakhouse was a legend of Argentina and we
expect to attract both locals and international
visitors.
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The refurbishment work of the last few
years has dramatically improved the quality of
our safari operations. In order to reflect this
superior level of experience, we have 
re-branded our lodges as Orient-Express
Safaris (39 keys), Botswana. Currently the
business is heavily reliant on demand from the
U.S.A. and this has hurt results in 2002 with
RevPAR down 10%. It is hard to be optimistic
about 2003 given the negative press
surrounding nearby Zimbabwe (Victoria Falls
is a major gateway) and the bomb in Kenya,
which has made many nervous about the
whole region. Fortunately, there is not much
exposure as our investment is only $6 million.

Australia
International arrivals to Sydney were down
5% from 2001 (itself a bad year). At The
Observatory Hotel (96 keys) in Sydney,
U.S. dollar RevPAR was up 2% but down 3%

in local currency. Sydney continues to suffer
from over-capacity (not helped by the new
hotels built for the Olympic Games) although
a number of 2-3 star properties have now
been converted to apartments. Bookings for
2003 look encouraging, although we saw a
similar pattern in 2002 (when bookings were
up 30%) only to be disappointed by a sudden
decline in corporate demand.

At Lilianfels (85 keys) in the Blue
Mountains National Park, west of Sydney, we
undertook a major refurbishment in 2002 that
included half of the rooms and almost all of
the public areas.This was very disruptive work
and involved closing the property for a few
weeks so it was undertaken in a period of
low demand.The second phase of

Above: Since The Upstairs at ‘21’ opened in
November last year, Esquire’s food critic voted it
“Best New Restaurant in New York City in 2002”
and the New York Times reported “It’s hard to
imagine a more romantic setting, or a more
heartfelt love song to Manhattan.” This 32-seat
room, above the main dining room, is decorated
with four murals of 1930s New York by Wynne
Evans: Central Park, Grand Army Plaza,Times
Square and the Rockefeller Center.

2002 2001

Revenue 18.1 17.8

EBITDA 3.8 4.0

Margin 21% 22%

Restaurants ($ millions)

refurbishment (which is less disruptive) will be
undertaken later this year, then the whole
property will be in excellent condition and we
can focus our efforts on rebuilding demand.

At Bora Bora Lagoon Resort (80 keys), in
French Polynesia, we closed the hotel for
several months at the start of 2002 to clear a
major backlog in heavy maintenance which
had built up prior to our acquiring the
property. For 2002 RevPAR was up 10% for
the year as a whole, in spite of a marked
decline in U.S.A. demand and a new
competitor opening nearby. Towards the end
of 2003 we have plans to make further
improvements at the hotel, including a new
swimming pool, and additional luxury suites.
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Right: The Venice Simplon-Orient-Express is
pictured traveling through Switzerland, en route to
Lucerne.This lakeside city is one of several
destinations, including Rome, Florence and Prague,
which the train visits beyond its regular London-
Venice route. Every August, the VSOE makes a
spectacular round-trip to Istanbul, via Budapest and
Bucharest, echoing the route taken by the first-ever
Orient-Express in 1883.This was the journey
immortalized by Agatha Christie in Murder on the
Orient-Express, one of many novels, films and
even pieces of music inspired by the train.

Trains and Cruises

PeruRail

Northern Belle

British Pullman

Venice Simplon-Orient-Express

Road to Mandalay

Eastern & Oriental Express

see this recover in 2003. In 2002, and prior
years, the joint venture has suffered from an
anomaly in Peruvian tax law which meant that
VAT was charged against the company’s
purchases but could not be recovered. In
February 2003 this anomaly was corrected
and should save the joint venture about $2
million per year. We continue to invest in
service improvements and are launching a
new luxury train service, called the Hiram
Bingham, after the famous explorer who
discovered the Machu Picchu ruins, operating
day trips from Cuzco.We believe that this
new service, combined with our other
investments in the region, should lift Peruvian
tourism to a new level.

Our trains and cruise operations had a good
year with EBITDA up 14% to $8.3 million for
2002. Most impressive is the performance of
our European train operations that generated
$5 million EBITDA, up from $3.2 million in
2001.This increase was partially offset by
decreases in the profitability of the Road To
Mandalay and our PeruRail operations.

The major improvement in profitability of
our European trains came from the Venice
Simplon-Orient-Express luxury overnight
service between London and Venice. Demand
growth from the U.K., France and Germany
made up the large shortfall in revenues from
the U.S.A. and the result was also helped 
by good Japanese day-charter business. Our
two U.K. day trains also held up well.The
British Pullman suffered a small decline in
EBITDA, but the newer Northern Belle
service did much better and bookings are 
well ahead for 2003.

At the time of the last annual report we
were worried about the outlook for the Road
To Mandalay cruise operation in Myanmar
(Burma).We were pleasantly surprised that
the business developed better than expected
with passengers carried in 2002 marginally
ahead of 2001, although we did have to give
some ground on rate (down 12%).

We expect the Eastern & Oriental
Express to have a poor year in 2003, due to
the combined effects of the Bali bomb and
the SARS flu outbreak. Orient-Express Hotels’
exposure is small as it owns only 25% of the
joint venture ($5 million). Longer term, the
business should recover, as demand for Far
East travel returns to more normal levels.

Earnings from our PeruRail joint venture
decreased to $3.6 million but we expect to

Trains & cruises EBITDA ($ millions) 

2002 2001 
Owned train operations
(Venice Simplon-Orient-Express,
British Pullman and Northern Belle) 5.0 3.2
Management fees 
(Eastern & Oriental Express 
and Great South Pacific Express) 0.4 0.4
PeruRail 3.6 4.2
Road To Mandalay 0.5 0.6
Regional costs and other (1.2 ) (1.1 )
Total 8.3 7.3



Outlook for 2003

The outlook for 2003 is as unpredictable as
it was for 2002.There are many reasons to
be nervous, including the slide in Wall Street
values, the uncertain economic outlook, and
the impact on demand of conflict in the Gulf.
However, it is important not to forget the
positives. Our results proved very resilient in
2002 with RevPAR holding up well versus
our competitors and we continue to have
decent cash flow even in the toughest of
times. Furthermore, for 2003 and later years,
we have the added benefit of our expansions
at the Inn at Perry Cabin, Maroma and the Villa
San Michele, plus a significant bottom-line lift

from the exciting acquisitions we made in
2002 and our recent purchase of the Hotel
Ritz in Madrid.

Longer term, we are well-positioned, as
our strategy of owning and acquiring quality
assets at competitive prices appears well-
suited to current market conditions. During
2000, Orient-Express Hotels made $84
million EBITDA, about $40 million net
earnings and $1.43 EPS. Since that time we
have made five excellent acquisitions at
outstanding prices, so clearly we own a
portfolio that can do much better when
demand recovers. In addition, we will have

the benefit of our ongoing investments in
expansion. Providing we stay patient and
focus on these, our core strengths, the
company should have an excellent future.

Simon M.C. Sherwood President
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In addition to the finance raised against
acquisitions and capital expenditure, a further
$50 million of finance was raised through 
re-financing of existing assets. Scheduled loan
principal repayments of $36 million were
made in the year.

The total cash flow for the year was a
deficit of $20 million against a surplus of $42
million in 2001.

The company had cash of $37.9 million at
December 31, 2002. In addition, there were
$22.8 million available to draw from facilities
available, bringing the company’s total cash
availability to $60.7 million at December 31,
2002. At this date the company had total
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The change in EBITDA in 2002 over 2001 is
described in detail in the President’s
performance overview. Depreciation
increased by $3.2 million in 2002 over 2001,
principally due to acquisitions made in 2001
and 2002, and the effect of a stronger euro in
the year increasing the translation into U.S.
dollars of the depreciation on assets
denominated in euros.The net finance costs
for the company decreased by $0.3 million in
the year, largely following interest rate cuts,
offset by the interest on increases in debt to
fund acquisitions and capital expenditure in
2001 and 2002.

In 2002, Orient-Express Hotels generated
cash from operating activities of $35.3 million
against $40.5 million in the prior year, a
reduction of $5.2 million that was principally
due to the decline in net earnings of 
$4.6 million in the year.

During the year, the company invested 
$119 million in acquisitions and capital
expenditure.The purchase of La Residencia,
Le Manoir aux Quat’Saisons and Maroma
Resort and Spa accounted for $47.5 million.
Investment in expansion, including $17 million
on doubling the number of rooms at the Inn
at Perry Cabin, improvements at a number of
hotels, and maintenance capital expenditure,
accounted for the rest.The company secured
related financing against these acquisitions and
investments of $34 million.

Chief Financial Officer’s report

James G. Struthers
Vice President – Finance and 
Chief Financial Officer 

Right: La Cabaña,Argentina’s celebrated steakhouse,
entertained some of the world’s most famous
personalities from 1935 until its closure in 1996.
Having acquired many of the original restaurant’s
contents, including stained-glass windows, flamboyant
silver ornaments and copper utensils, the company
is now to recreate this legendary restaurant in Buenos
Aires’ fashionable La Recoleta district. Due to reopen
in fall 2003, the revived La Cabaña will maintain its
predecessor’s rustic-Gaucho atmosphere, offering the
finest grill-cooked beef and Argentine wines.

All owned hotels

2002 2001 

EBITDA ($ millions) 67.0 69.1

Overall - Average daily rate ($) 286 276

Rooms sold (’000) 451 438

RevPAR ($) 168 173

Same store RevPAR ($) 166 170

RevPAR change 
(in US$) -2%

RevPAR change 
(in local currency) -4%
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debt outstanding of $459 million ($421.1
million net of cash on the balance sheet).
Approximately 40% of the outstanding
principal was drawn in euros and the balance
primarily in U.S. dollars, with an overall
weighted average interest rate of 4.3%. All of
the company’s debt was in floating rates at
December 31, 2002.The company continually
monitors the interest rate environment to
assess whether it should fix interest rates on
some of its debt. At December 31, 2002, the
company had debt guaranteed by Sea
Containers, its former parent company, of
$110.9 million.This relates to facilities that
were in place prior to the IPO in August

Above: As part of the Inn at Perry Cabin’s major
expansion program, its gastronomic restaurant has
been extensively redesigned.The finest place to
enjoy local seafood on Chesapeake Bay, it has an
enviable waterside location with an outdoor terrace
surrounded by gardens. Executive chef Mark
Slater’s menus change with the seasons, and
include the famous local crabs, lobster and clams.

2000. None of the company’s loan facilities
has any cross-collateralisation with Sea
Containers and only one has cross-defaults
with any of Sea Containers’ facilities. Despite
the difficult trading environment of 2002, the
company did not need to renegotiate any of
its banking facilities and does not expect to
have to do so.

James G. Struthers
Vice President – Finance and 
Chief Financial Officer
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Hotel Cipriani
• Best Italian Leisure Hotel 2002

Condé Nast Traveller (Italy) 
• Top Hotel Suites Worldwide 2002

Elite Traveller “Decadent Finds”
• Platinum List

Celebrated Living 2002
• 23rd Top 50 European Hotel 2002

Condé Nast Traveller (U.K.) 
• 5th Best U.K. Overseas Leisure Hotel (Europe) 

Condé Nast Traveller (U.K.) Readers’Awards 
2002

Hotel Splendido
• Platinum List 

Celebrated Living 2002
• 11th Top 20 International Resort Hotels 

Andrew Harper’s Hideaway Report 2002
• 6th Best U.K. Overseas Leisure Hotel (Europe)

Condé Nast Traveller (U.K.) Readers’Awards 2002

Splendido Mare
• Gold List 2002 

Condé Nast Traveler (U.S.A.) 

Venice Simplon-Orient-Express
• World’s Leading Luxury Train 

World Travel Awards 2002

Hôtel de la Cité 
• Chef Franck Putelat awarded one Michelin 

star 2002
Michelin Guide

Lapa Palace
• Five Diamond Award 2002

American Academy of Hospitality Sciences

Hotel Quinta do Lago
• Five Diamond Award 2002

American Academy of Hospitality Sciences

La Residencia
• 3rd U.K. Overseas Leisure Hotel (Europe)

Condé Nast Traveller (U.K.) Readers’Awards 2002

Le Manoir aux Quat’Saisons
• Top Hotel Suites Worldwide 2002

Elite Traveller “Decadent Finds”
• 5 Rosettes 2002

Automobile Association
• 4th U.K. Leisure Hotel

Condé Nast Traveller (U.K.) Readers’Awards 2002
• Retained 2 Michelin stars for the 18th 

consecutive year, 2002
Michelin Guide

• Chef Raymond Blanc selected to represent
Great Britain at the Wedgwood World 
Master of Culinary Arts 2002

Northern Belle
• Stephen Weir – runner up 

Restaurant Association Waiter of the Year 
Award 2002

Windsor Court Hotel
• 9th Top 100 Hotels in the Continental 

U.S.A. & Canada 
Travel & Leisure Magazine

• 2nd Best Hotel in the U.S.A.
Celebrated Living Summer 2002

• 19th Top 50 North American Hotels
Condé Nast Traveller (U.K.)

Charleston Place
• 96th “World’s Best” Readers’ Poll Awards 

2002
Travel & Leisure Magazine

• 30th Top 100 Hotels in Continental U.S.A.
& Canada
Travel & Leisure Magazine

‘21’ Club
• Four Star New York Eateries 

(6th consecutive year)
Forbes Magazine 2002

• DiRoNA Award 
Distinguished Restaurants of North America

• Visitors Choice Award for Best Fine Dining
Restaurant  
Where New York

• Best Award of Excellence
Wine Spectator

Maroma Resort & Spa
• Best Beach in the Caribbean

Travel Channel Award 2002 
• 14th Top 20 International Resort Hideaways

Andrew Harpers Hideaway Report 2002
• 9th Top 10 Latin/Atlantic Hotels 2002

Condé Nast Traveller (U.K.) 

La Samanna
• 2nd Best Caribbean & Atlantic Islands Hotel

Celebrated Living 2002
• 8th Top 25 Hotels in the Caribbean,

Bermuda & the Bahamas 2002
Travel & Leisure Magazine

Copacabana Palace
• Top Hotel Suites Worldwide 2002

Elite Traveller “Decadent Finds”
• 4th Best Hotel in Mexico, Central America 

and South America
Celebrated Living 2002

• 8th Top 25 Hotels in Mexico & Central 
South America 2002
Travel & Leisure Magazine 

A selection of awards received in 2002

Hotel Monasterio
• Top Hotel Suites Worldwide 2002

Elite Traveller “Decadent Finds”
• 17th Top 25 Hotels in Mexico & Central 

South America 2002
Travel & Leisure Magazine 

• 10th Top 10 Latin/Atlantic Hotels 2002
Condé Nast Traveller (U.K.) 

Bora Bora Lagoon Resort
• Best Hotel in Australia, New Zealand and 

South Pacific
Celebrated Living 2002

• 15th Top 15 Hotels in Australia, New 
Zealand & the South Pacific 2002
Travel & Leisure Magazine

Mount Nelson Hotel
• Top Hotel Suites Worldwide 2002

Elite Traveller “Decadent Finds”
• 6th Top 15 Hotels in Africa & the Middle 

East 2002
Travel & Leisure Magazine 

• 3rd Top 10 American/Middle Eastern 
Hotels 2002
Condé Nast Traveller (U.K.) 

• Best in Africa Award
Condé Nast Traveller (U.K.) Readers’Awards 2002

Savute Elephant Camp
• Gold List 2002 (reserve list)

Condé Nast Traveler (U.S.A.) 

The Observatory Hotel
• Excellence in Service

Australian Hotels Association National Awards
2002

• Top Hotel Suites Worldwide 2002
Elite Traveller “Decadent Finds”

• Top Boutique Hotel
Celebrated Living 2002 

Lilianfels Blue Mountains
• Top Hotel Suites Worldwide 2002

Elite Traveller “Decadent Finds”
• NSW Regional Winner Wine List 

Restaurant & Catering Association 2002
• 15th Top 25 Pacific Rim Resorts 2002

Condé Nast Traveller (U.K.) 
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This report contains, in addition to historical information, forward-
looking statements that involve risks and uncertainties. These include
statements regarding earnings growth, investment plans and similar
matters that are not historical facts. These statements are based on
management’s current expectations and are subject to a number of
uncertainties and risks that could cause actual results to differ
materially from those described in the forward-looking statements.
Factors that may cause a difference include, but are not limited to,
those mentioned in the report, unknown effects on the travel and
leisure markets of terrorist activity and any police or military
response (including the Iraqi war), varying customer demand and
competitive considerations, realization of bookings and reservations
as actual revenue, inability to sustain price increases or to reduce
costs (including insurance costs), interest rate and currency value
fluctuations, uncertainty of negotiating and completing proposed
capital expenditures or purchase transactions, public planning
permission restrictions or delays on property expansions, adequate
sources of capital and acceptability of finance terms, possible delay in
opening properties closed for refurbishment, shifting patterns of
business travel and tourism and seasonality of demand, adverse local
weather conditions, changing global and regional economic
conditions, and legislative, regulatory and political developments.
Further information regarding these and other factors is included in
the filings by the company and Sea Containers Ltd. with the U.S.
Securities and Exchange Commission.
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Report of Independent Auditors

Board of Directors and Shareholders                     February 27, 2003
Orient-Express Hotels Ltd.
Hamilton, Bermuda

We have audited the accompanying consolidated balance sheets of
Orient-Express Hotels Ltd. and subsidiaries (the “Company”) as of
December 31, 2002 and 2001, and the related consolidated statements
of operations, shareholders' equity, and cash flows for each of the three
years in the period ended December 31, 2002. The consolidated
financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the consolidated
financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fairly, in

all material respects, the financial position of Orient-Express Hotels
Ltd. and subsidiaries as of December 31, 2002 and 2001, and the
results of their operations and their cash flows for each of the three
years in the period ended December 31, 2002 in conformity with
accounting principles generally accepted in the United States of
America.

As disclosed in Note 1 to the consolidated financial statements,
effective January 1, 2002, the Company adopted the provisions of
Statement of Financial Accounting Standards (“SFAS”) No. 142,
“Goodwill and Other Intangible Assets” and, effective January 1, 2001,
the Company adopted SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities”, as amended by SFAS No. 137 and
No. 138.

Deloitte & Touche LLP
Two World Financial Center
New York, New York 10281-1414
Tel: (212) 436-2000
Fax: (212) 436-5000
www.deloitte.com

Price range of common shares (unaudited)

The Class A common shares of the Company are traded on the New York Stock Exchange under the symbol OEH. The Class B common shares
of the Company are not listed. The following table presents the quarterly high and low sales prices of the Class A common shares in 2001 and
2002 as reported for New York Stock Exchange composite transactions:

First quarter

Second quarter

Third quarter

Fourth quarter

High
$

20.90

20.80

17.71

14.50

Low
$

16.00

16.70

12.20

12.00

High
$

23.60

23.25

22.45

18.40

Low
$

16.00

16.30

10.60

12.31

2002 2001

The Company has paid no cash dividends on its Class A and B common shares since its initial public offering on August 10, 2000, the Board of
Directors having determined to retain profits to fund future growth and development of the Company.



22

December 31,

Assets
Cash and cash equivalents
Accounts receivable, net of allowances of $592 and $514
Inventories
Total current assets

Property, plant and equipment, net of accumulated depreciation of $101,238 and $78,748
Investments
Goodwill
Other assets

Liabilities and Shareholders’ Equity
Working capital facilities 
Accounts payable 
Accrued liabilities
Deferred revenue 
Current portion of long-term debt and capital leases
Total current liabilities

Long-term debt and obligations under capital leases
Deferred income taxes

Minority interest

Preferred shares $0.01 par value (30,000,000 shares authorized, issued nil)

Shareholders’ equity:
Class A common shares $0.01 par value (120,000,000 shares authorized): Issued-28,340,601
Class B common shares $0.01 par value (120,000,000 shares authorized): Issued-20,503,877

Additional paid-in capital 
Retained earnings 
Accumulated other comprehensive loss net of income taxes
Less: reduction due to Class B common shares owned by a subsidiary – 18,044,478 
Total shareholders’ equity
Commitments and contingencies

See notes to consolidated financial statements.

2002
$000

37,860
55,324
22,838

116,022

757,402
85,159
29,529
10,420

998,532

23,800
20,271
46,831
15,107
37,243

143,252

421,773
3,330

568,355
3,695

–

283
205

226,963
228,875
(29,663)

(181)
426,482

998,532 

2001
$000

57,863
45,420
17,463

120,746

598,080
79,430
29,529
8,466

836,251

7,038
19,526
38,594
10,513
55,695

131,366

307,176
3,875

442,417
1,247

–

283
205

226,963
203,581
(38,264)

(181)
392,587

836,251

Consolidated Balance Sheets
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December 31,

Revenue
Earnings from unconsolidated companies

Expenses:
Depreciation and amortization
Operating
Selling, general and administrative

Total expenses

Earnings from operations before net finance costs

Interest expense, net
Interest and related income (expense)
Net finance costs

Earnings before income taxes

Provision for income taxes
Net earnings

Earnings per Class A and B common share:
Basic and diluted

See notes to consolidated financial statements.

2001
$000

252,236
9,112

261,348

16,356
120,008
72,246

208,610

52,738

(19,025)
367

(18,658)

34,080

4,230
29,850

$

0.97

2002
$000

279,268
10,034

289,302

19,546
136,198
86,063

241,807

47,495

(19,771)
1,420

(18,351)

29,144

3,850
25,294

$

0.82

2000
$000

267,459
8,936

276,395

15,132
122,582
69,711

207,425

68,970

(22,966)
(39)

(23,005)

45,965

6,000
39,965

$

1.43

Statements of Consolidated Operations



24

December 31,

Cash flows from operating activities:
Net earnings

Adjustment to reconcile net earnings to net cash 
provided by operating activities:

Depreciation and amortization
Undistributed earnings of affiliates
Other non-cash items 
Change in assets and liabilities, net of effects from acquisition of
subsidiaries:

Decrease/(increase) in accounts receivable
Increase in inventories
(Decrease)/increase in accounts payable, accrued liabilities and 

deferred revenue
Total adjustments 

Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures
Acquisitions and investments, net of cash acquired
Proceeds from sale of fixed assets and other

Net cash used in investing activities

Cash flows from financing activities:
Net proceeds from working capital facilities and redrawable loans
Issuance of common shares (net)
Proceeds from long-term debt
Principal payments under long-term debt
Purchase and cancellation of common shares
Movement in SCL investment prior to initial public offering

Net cash provided by financing activities

Effect of exchange rate changes on cash 
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
See notes to consolidated financial statements.

2001
$000

29,850

16,356 
(2,807)
(1,504)

1,506 
(1,790)

(1,068)
10,693
40,543

(37,630)
(39,986)

814
(76,802)

1,317
–

129,254
(50,113)
(1,407)

–
79,051

(818)
41,974
15,889
57,863

2002
$000

25,294

19,546
(2,142)
2,919

4,055
(2,699)

(11,654) 
10,025
35,319

(56,857)
(62,094)

–
(118,951)

15,036
–

84,134
(35,879)   

–
–

63,291

338
(20,003)
57,863
37,860

2000
$000

39,965

15,132
(2,773)

620

(6,941)
(2,658)

7,613
10,993
50,958

(35,720)
(45,862)

640
(80,942)

628
85,527 
84,311

(107,025)
–

(28,278)
35,163

(433)
4,746

11,143
15,889

Statements of Consolidated Cash Flows
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Balance, January 1, 2000
Issuance of Class A common shares 

in public offering
Comprehensive income:

Net earnings on common shares for the year
Other comprehensive loss

Movement in SCL investment
Balance, December 31, 2000
Purchase and cancellation

of Class A common shares
Comprehensive income:

Net earnings on common shares for the year
Other comprehensive loss
Cumulative effect of change in

accounting principle 

Balance, December 31, 2001
Comprehensive income:

Net earnings on common shares for the year
Other comprehensive income

Balance, December 31, 2002
See notes to consolidated financial statements.

Total 

Comprehensive

Income

$000

39,965 
(10,387)
29,578

29,850 
(13,079)

(1,333)
15,438 

25,294 
8,601

33,895

Common 

Shares

Held By A

Subsidiary

$000

(181)

(181)

(181)

(181)

Accumulated 

Other

Comprehensive

Loss

$000

(13,465)

(10,387)

(23,852)

(13,079)

(1,333)

(38,264)

8,601 

(29,663)

Retained

Earnings

$000

133,434

39,965

173,399

332

29,850

203,581

25,294

228,875

Additional

Paid-in

Capital

$000

172,086

85,477

(28,701)
228,862

(1,899)

226,963

226,963

Class B

Common 

Shares

At Par

Value

$000

205

205

205

205

Class A

Common 

Shares

At Par

Value

$000

234

50

284

(1)

283

283
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Notes to Consolidated Financial Statements

1. Summary of significant accounting policies and basis of 
presentation

(a) Business
In this report Orient-Express Hotels Ltd. is referred to as the
“Company”, and the Company and its subsidiaries are referred to
collectively as “OEH”. At December 31, 2002, Sea Containers Ltd., a
Bermuda company (“SCL”), owned 47% of the equity shares in the
Company.

At December 31, 2002, OEH owned or partially owned and
managed 30 deluxe hotels and resorts located in the United States, the
Caribbean, Europe, southern Africa, South America, Australia and the
South Pacific, six tourist trains in Europe, Southeast Asia, Australia and
Peru, a river cruiseship in Burma, and four restaurant units in Britain,
New York and Buenos Aires.
(b) Basis of presentation
The accompanying consolidated financial statements reflect the results
of operations, financial position and cash flows of the Company and all
its majority-owned subsidiaries. The consolidated financial statements
have been prepared using the historical basis in the assets and liabilities
and the historical results of operations directly attributable to OEH,
and all intercompany accounts and transactions between the Company
and its subsidiaries have been eliminated. Unconsolidated companies
that are 20% to 50% owned are accounted for on an equity basis.

Cash and cash equivalents include all cash balances and highly-liquid
investments having original maturities of three months or less.

The financial statements have been prepared as if the recapitalization
and legal entity reorganization prior to the Company’s initial public
offering on August 10, 2000 had occurred in the earliest period
presented. It is accounted for in a manner similar to a pooling of
interests as all of these entities were under common control. The
earnings per share have been retroactively restated using the number
of shares outstanding after giving effect to the recapitalization.

The consolidated financial statements include an allocation of certain
general corporate administrative expenses from SCL and its
subsidiaries which are provided under a shared services agreement
with SCL. In the opinion of management, general corporate
administrative expenses have been allocated to OEH on a reasonable
and consistent basis using management’s estimate of services provided
by SCL and its subsidiaries. However, such allocations are not
necessarily indicative of the level of expenses which might have been
incurred had OEH been operating as a separate, stand-alone entity
during the periods presented. Therefore, the financial information
included herein may not necessarily reflect the consolidated results of
operations, financial position and cash flows of OEH had OEH been a
separate stand-alone entity for the years presented.

Certain items in 2001 and 2000 have been reclassified to conform
with the current year’s presentation.

“FASB” means Financial Accounting Standards Board and “APB”
means Accounting Principles Board, the FASB’s predecessor. “SFAS”
means Statement of Financial Accounting Standard of the FASB, and
“FIN” means an accounting interpretation of the FASB.
(c) Foreign currency translation
The functional currency for each of the Company’s foreign subsidiaries

is the applicable local currency. Foreign subsidiary income and
expenses are translated into U.S. dollars, the reporting currency of the
Company, at the average rates of exchange prevailing during the year.
The assets and liabilities are translated into U.S. dollars at the rates of
exchange on the balance sheet date and the related translation
adjustments are included in accumulated other comprehensive
income/(loss). No income taxes are provided on the translation
adjustments as management does not expect that such gains or losses
will be realized. Foreign currency transaction gains and losses are
recognized in operations as they occur.
(d) Estimates
The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires management
to make estimates and assumptions that affect the reported amounts
of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.
Estimates include, among others, the allowance for doubtful accounts,
inventories, depreciation and amortization, carrying value of ship assets
and carrying value of intangible assets, employee benefits, taxes and
contingencies. Actual results may differ from those estimates.
(e) Stock-based compensation
SFAS No. 123, “Accounting for Stock-Based Compensation”, as
amended, encourages, but does not require, companies to record
compensation cost for stock-based employee compensation plans at
fair value. The Company has chosen to account for stock-based
compensation using the intrinsic value method prescribed in APB
Opinion No. 25, “Accounting for Stock Issued to Employees”, as
amended, and related interpretations. Accordingly, compensation cost
for share options is measured as the excess, if any, of the quoted
market price of the Company’s shares at the date of the grant over the
amount an employee must pay to acquire the shares. The amount of
compensation cost, if any, is charged to income over the vesting period.

Had compensation cost for the Company’s stock option plan been
determined based on fair values as of the dates of grant, OEH’s net
earnings and earnings per share would have been reported as follows:

Year ended December 31,

Net earnings:
As reported
Deduct:Total stock-based employee 

compensation expense determined 
under fair value based method, net 
of related tax

Pro forma

Basic and diluted earnings per share:
As reported
Pro forma

2000
$000

39,965

(1,502)
38,463

$

1.43
1.38

2001
$000

29,850

(1,570)
28,280

$

0.97
0.95

2002
$000

25,294

(1,502)
23,792

$

0.82
0.77

The pro forma figures in the preceding table may not be
representative of pro forma amounts in future years.
(f) Revenue recognition
Hotel and restaurant revenues are recognized when the rooms are
occupied and the services are performed. Tourist train and cruise
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revenues are recognized upon commencement of the journey.
Deferred revenue consisting of deposits paid in advance is
recognized as revenue when the services are performed for hotels
and restaurants and upon commencement of tourist train and
cruise journeys. Revenues under management contracts are
recognized based upon the attainment of certain financial results,
primarily revenue and operating earnings, in each contract as defined.

(g) Earnings from unconsolidated companies
Earnings from unconsolidated companies include OEH's share of
the net earnings of its equity investments as well as interest income
related to loans and advances to the equity investees amounting to
$7,892,000 in 2002 (2001 – $6,702,000, 2000 – $5,941,000).
(h) Marketing costs
Marketing costs, including website research and planning costs, are
expensed as incurred and are reported in selling, general and
administrative expenses. Marketing costs include costs of
advertising and other marketing activities. These costs were
$20,091,000 in 2002 (2001 – $18,300,000, 2000 – $15,873,000).
(i) Interest expense, net
OEH capitalizes interest during the construction of assets. Interest
expense, net excludes interest which has been capitalized in the
amount of $1,271,000 in 2002 (2001 – $882,000, 2000 – $332,000).
(j) Interest and related income (expense)
Interest and related income (expense) consists entirely of foreign
exchange gains/(losses) of $1,420,000 in 2002 (2001 – $367,000,
2000 – ($39,000)).
(k) Income taxes
Deferred income taxes result from temporary differences between
the financial reporting and tax bases of assets and liabilities.
Deferred taxes are recorded at enacted statutory rates and are
adjusted as enacted rates change. Classification of deferred tax
assets and liabilities corresponds with the classification of the
underlying assets and liabilities giving rise to the temporary
differences or the period of expected reversal, as applicable. A
valuation allowance is established, when necessary, to reduce
deferred tax assets to the amount that is more likely than not to be
realized based on available evidence.
(l) Earnings per share
Basic earnings per share exclude dilution and are computed by
dividing net earnings available to common shareholders by the
weighted-average number of common shares outstanding for the
period. The number of shares used in computing basic earnings per
share was 30,800,000 for the year ended December 31, 2002 (2001
– 30,874,000, 2000 – 27,813,000). The number of shares used in
computing diluted earnings per share was 30,858,000 for the year
ended December 31, 2002 (2001 – 30,874,000, 2000 –
27,854,000). There was no material dilutive effect in each of the
three years ended December 31, 2002.
(m) Inventories
Inventories include wine, food, beverages, certain retail goods and
train-related items. Inventories are valued at the lower of cost or
market value under the first-in, first-out method.
(n) Property, plant and equipment, net
Property, plant and equipment, net are stated at cost less
accumulated depreciation. The cost of significant renewals and
betterments is capitalized and depreciated, while expenditures for
normal maintenance and repairs are expensed as incurred.

Depreciation expense is computed using the straight-line method
over the following estimated useful lives:

Description Useful lives
Buildings Up to 60 years
Tourist trains Up to 50 years
Furniture, fixtures and equipment 5-25 years
River cruiseship 25 years
Equipment under capital lease and 

leasehold improvements Lesser of lease term 
or economic life

(o) Impairment of long-lived assets
In accordance with SFAS No. 144, “Accounting for the Impairment or
Disposal of Long-Lived Assets”, OEH management reviews long-lived
assets and certain identifiable intangible assets whenever events or
changes in circumstances indicate that the carrying amount of the
assets may not be recoverable. In the event that an impairment
occurs, the fair value of the related asset is estimated, and OEH
records a charge to income calculated as the excess of the assets
carrying value over the estimated fair value. See Note 1(t).
(p) Investments
Investments include equity interests in and advances to unconsolidated
companies.
(q) Intangible assets
In accordance with the adoption of SFAS No. 142, “Goodwill and
Other Intangible Assets” as of January 1, 2002, goodwill and indefinite
lived intangible assets must be evaluated annually to determine
impairment. Those intangible assets that will continue to be classified as
goodwill and other intangibles with indefinite lives are no longer
amortized. Intangible assets with finite lives will continue to be
amortized using the straight-line method over their estimated useful
lives. For the year ended December 31, 2001 and 2000, intangible
assets were amortized using the straight-line method over the
estimated useful lives of the related intangible assets. See Note 4.
(r) Concentration of credit risk
Due to the nature of the leisure industry, concentration of credit risk
with respect to trade receivables is limited. OEH’s customer base is
comprised of numerous customers across different geographic areas.
(s) Derivative financial instruments
Effective January 1, 2001, the Company adopted SFAS No. 133,“Accounting
for Derivative Instruments and Hedging Activities”, as amended by SFAS
No. 137 and No. 138. SFAS No. 133 requires OEH to record all derivatives
on the balance sheet at fair value. If the derivative is designated as a fair
value hedge, the changes in the fair value of the derivative and of the
hedged item attributable to the hedged risk are recognized in earnings. If
the derivative is designated as a cash flow hedge, the effective portions of
changes in the fair value of the derivative are recorded as a component of
accumulated other comprehensive income/(loss) in shareholders’ equity and
are recognized in the statement of consolidated operations when the
hedged item affects earnings. The ineffective portion of a hedging
derivative’s change in the fair value will be immediately recognized in
earnings. If the derivative is not designated as a hedge for accounting
purposes, the change in its fair value is recorded in earnings.

OEH management formally documents all relationships between
hedging instruments and hedged items, as well as its risk management
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objectives and strategies for undertaking various hedge transactions.
OEH links all hedges that are designated as fair value hedges to specific
assets or liabilities on the balance sheet or to specific firm
commitments. OEH links all hedges that are designated as cash flow
hedges to forecasted transactions or to floating rate liabilities on the
balance sheet. OEH management also assesses, both at the inception
of the hedge and on an ongoing basis, whether the derivatives that are
used in hedging transactions are highly effective in offsetting changes in
fair values or cash flows of hedged items. Should it be determined that
a derivative is not highly effective as a hedge, OEH will discontinue
hedge accounting prospectively.

The initial adoption of SFAS No. 133 resulted in an unrealized loss of
$1,333,000 in accumulated other comprehensive income/(loss) as of
January 1, 2001.
(t) Recent accounting pronouncements
The Company adopted SFAS No. 141, “Business Combinations”, and
SFAS No. 142 as of January 1, 2002. The adoption required the
Company to reassess the useful lives and residual values of all intangible
assets and make any necessary amortization period adjustments three
months after the date of adoption. In addition, SFAS No. 142 required
the Company to assess whether there is an indication goodwill is
impaired at the date of adoption. Based on analyses performed by the
Company, no impairment charge was recorded. See Note 4.

The Company adopted SFAS No. 144 as of January 1, 2002. SFAS
No. 144 defines an impairment as the condition that exists when the
carrying amount of a long-lived asset is not recoverable and exceeds its
fair value. The statement also identifies the circumstances that apply
when testing for recoverability, as well as other potential adjustments or
revisions relating to recoverability. Specific guidance is provided for
recognition and measurement, as well as reporting and disclosure, for
long-lived assets held and used and those disposed of. The adoption of
this statement did not have an effect on OEH’s consolidated results of
operations, financial position or cash flows.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB
Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13,
and Technical Corrections”. This statement eliminates the classification
of gain or loss on extinguishment of debt as an extraordinary item of
income and requires that such gain or loss be evaluated for
extraordinary classification under the criteria of APB Opinion No. 30,
“Reporting Results of Operations”. This statement also requires sales-
leaseback accounting for certain lease modifications that have
economic effects that are similar to sales-leaseback transactions, and
makes various other technical corrections to existing pronouncements.
The Company adopted SFAS No. 145 as of December 2002. The
adoption of this statement had no effect on OEH’s consolidated results
of operations, financial position or cash flows.

In June 2002, the FASB issued SFAS No. 146,“Accounting for Costs
Associated with Exit or Disposal Activities”. SFAS No. 146 requires
that costs associated with an exit or disposal plan be recognized when
incurred rather than at the date of a commitment to an exit or
disposal plan. SFAS No. 146 is to be applied prospectively to exit or
disposal activities initiated after December 31, 2002.

In December 2002, the FASB issued SFAS No. 148, “Accounting for
Stock-Based Compensation - Transition and Disclosure - an
amendment of FASB Statement No. 123”, which is effective for financial
statements for fiscal years ending after December 15, 2002, with early

adoption permitted. SFAS No. 148 will enable companies that choose
to adopt the fair value based method to report the full effect of
employee stock options in their financial statements immediately upon
adoption, and to make available to investors disclosure about the cost
of employee stock options. OEH will continue to apply the disclosure-
only provisions of both SFAS No. 123 and SFAS No. 148.

In November 2002, the FASB issued FIN No. 45, “Guarantor’s
Accounting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others”, which clarifies and
elaborates on the requirement for entities to recognize a liability and
provide disclosures relating to the fair value of the obligation
undertaken in a guarantee. Under FIN No. 45, the Company will
record a liability at the inception of a transaction representing the fair
value of the guarantee and maintain the liability until it is relieved of the
contingent obligation. FIN No. 45 requires the fair value of the
guarantee to be recorded for all guarantees issued or modified after
December 31, 2002. The recognition of this liability results in delayed
recognition of revenue until the guarantee has been settled or expired.
The adoption of FIN No. 45 is not expected to have a material effect
on OEH’s financial position or results of operations. FIN No. 45 also
provides for disclosure regarding existing guarantees, effective for
financial statements of interim or annual periods ending after
December 15, 2002.

In January 2003, the FASB issued FIN No. 46 “Consolidation of
Variable Interest Entities” that addresses the consolidation of certain
types of entities, including special purpose entities. FIN No. 46 requires
a variable interest entity to be consolidated if OEH’s investment in the
entity will absorb a majority of the entity’s expected losses and/or
residual returns if they occur. FIN No. 46 is applicable immediately to
any variable interest entity formed after January 31, 2003 and must be
applied in the third quarter of 2003 to any such entity created before
February 1, 2003. The Company is evaluating the effect that adoption
of FIN No. 46 will have on OEH’s financial position or results of
operations.

2. Significant acquisitions and investments

(a) Acquisitions
Current year acquisitions:
In February 2002, OEH acquired the hotel La Residencia in Mallorca,
Spain, and the hotel Le Manoir aux Quat’Saisons
in Oxfordshire, England, and a 50% interest in a group of four
restaurants called Le Petit Blanc in England, all for approximately
$40,000,000. The price was paid largely with bank mortgage finance.

In March 2002, OEH acquired for approximately $7,500,000 a 75%
share interest in Maroma Resort and Spa near Cancún, Mexico. The
purchase price was paid in cash, with $1,000,000 payable in March
2003 which has been recorded in accrued liabilities at December 31,
2002.

No goodwill was recognized in these transactions. These acquisitions
have been accounted for as purchases in accordance with SFAS No.
141.

The results of these operations have been included in the
consolidated financial results of OEH from the dates of acquisition, and
the assets and liabilities of the acquired companies have been recorded
at their fair value at the dates of acquisition. The pro forma impact on
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results, had these acquisitions occurred on January 1, 2002, is not
material.
Prior years acquisitions:
On April 27, 2001, OEH acquired the Bora Bora Lagoon Resort in
French Polynesia, a hotel previously managed by OEH, for a cash price
of approximately $19,600,000. OEH funded most of the purchase
price with bank mortgage finance.

On January 17, 2001, OEH acquired the Miraflores Park Plaza in Lima,
Peru. Because OEH’s 50/50 hotel joint venture in Peru had an option
to purchase the hotel at cost which, if exercised, would have resulted in
OEH becoming the exclusive long-term manager of the hotel, it was
accounted for in 2001 as an equity investment by OEH. Because the
option lapsed, the hotel has been accounted for as an acquisition with
effect from December 31, 2001. The purchase price of approximately
$17,000,000 was paid largely by the assumption of existing debt, with
the balance paid in cash and the issuance of notes to the seller.

On March 24, 2000, OEH acquired the Observatory and Lilianfels
Hotels in Australia for an aggregate purchase price of approximately
$40,000,000. The purchase has been substantially financed by a bank
loan.

The purchase prices paid for these acquisitions approximated the fair
value of the net tangible and identifiable intangible assets acquired, and

Included in unconsolidated companies is the Charleston Place Hotel to which OEH has made loans in addition to its equity investment. One of
these loans has a conversion feature exercisable by OEH no sooner than 2020 and in limited circumstances before then, under which OEH may
convert its loans into additional capital, thereby giving OEH a majority equity interest in the hotel.

Also included in unconsolidated companies are the Peru hotel and PeruRail joint ventures, under which OEH and the other 50% participant must
contribute equally additional equity capital needed for the businesses. If the other participant does not meet this obligation, OEH has the right to
dilute the other participant and obtain a majority equity interest in the affected joint venture company. OEH also has rights to purchase the other
participant’s interests, exercisable in limited circumstances such as its bankruptcy.

any resulting goodwill was not material.
The above acquisitions have been accounted for as purchases and,

accordingly, the assets and liabilities of the acquired companies have
been recorded at their fair value at the date of acquisition. The
operating results of the acquired companies have been included in
OEH’s consolidated statements of operations from the effective dates
of acquisition. Pro forma data have not been presented as the
revenues and net earnings resulting from these acquisitions would not
have had a material impact in the year of acquisition.
(b) Investments
Investments represent equity interests of 20% to 50% in any
unconsolidated companies. OEH does not have effective control of
these unconsolidated companies and, therefore, accounts for these
investments using the equity method.

OEH’s investments in and loans and advances to unconsolidated
companies amounted to $85,159,000 at December 31, 2002 (2001–
$79,430,000). OEH’s earnings from unconsolidated companies were
$10,034,000 in 2002 (2001 – $9,112,000, 2000 – $8,936,000) and it
received no dividends in 2002 (2001 – $nil, 2000 – $222,000). See
Note 15.

Summarized financial data for unconsolidated companies are as
follows:

December 31,

Current assets
Property, plant and equipment, net
Other assets
Total assets

Current liabilities
Long-term debt
Other liabilities
Total shareholders’ equity
Total liabilities and shareholders’ equity

Year ended December 31,

Revenue
Earnings from operations before 

net finance costs 
Net loss

2001
$000

26,219
176,717

3,186
206,122

23,458
65,223
88,573
28,868

206,122

2001
$000

88,720

12,644
(2,396)

2002
$000

33,214
185,816

4,129
223,159

28,864
98,929
69,270
26,096

223,159

2002
$000

91,823

10,837   
(3,002)

2000
$000

91,290

14,531
(315)
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unit as compared to its carrying value and, second, if there was an
impairment, the measurement of the amount of impairment loss by
comparing the implied fair value of goodwill with the carrying amount
of that goodwill. Subsequent to the first quarter of fiscal 2002, the
Company finalized the testing of goodwill. Using assumptions to
model reporting units, the Company determined the carrying value of
all its operating segments was less than their respective derived fair
values, indicating that there was no impairment of the recorded
goodwill and indefinite lived intangible assets. To determine fair value,
the Company relied on valuation models utilizing discounted cash
flows. For goodwill valuation purposes only, the revised fair value of
each reporting unit was allocated to the assets and liabilities of the
respective units to arrive at an implied fair value of goodwill, based
upon known facts and circumstances, as if the acquisition occurred
currently.

The Company’s intangible assets consist entirely of goodwill and
relate to the hotels and restaurants business segment. During 2002,
there was no amortization expense due to the adoption of SFAS No.
142. If SFAS No. 142 had been applied to goodwill in prior years, full
year net earnings would have increased by $894,000 in 2001 ($0.03
per share) and $873,000 in 2000 ($0.03 per share).

5.Working capital facilities

Working capital facilities are comprised of the following, all repayable
within one year :

OEH had approximately $46,600,000 of working capital lines of credit
at December 31, 2002 (2001 – $38,000,000) issued by various financial
institutions and having various expiration dates, of which $22,800,000
was undrawn (2001 – $30,900,000).

December 31,

Unsecured working capital facilities, with a 
weighted average interest rate of 5.81% and 
8.52%, respectively

2001
$000

7,038

2002
$000

23,800

3. Property, plant and equipment, net
The major classes of property, plant and equipment are as follows:

December 31,
Freehold and leased land and buildings 
Machinery and equipment
Fixtures, fittings and office equipment 
River cruiseship

Less: accumulated depreciation 

2001
$000

484,244
108,385
68,013
16,186

676,828
(78,748)
598,080

2002
$000

630,638
123,716
88,056
16,230

858,640
(101,238)
757,402

4. Intangible assets

Effective January 1, 2002, the Company adopted the provisions of SFAS
No. 141 and SFAS No. 142.These statements established financial
accounting and reporting standards for acquired goodwill and other
intangible assets. Specifically, the standards address how acquired
intangible assets should be accounted for both at the time of
acquisition and after they have been recognized in the financial
statements.

SFAS No. 141 changes the accounting for business combinations,
requiring that all business combinations be accounted for using the
purchase method and that intangible assets be recognized as assets
apart from goodwill if they arise from contractual or other legal rights,
or if they are separable or capable of being separated from the
acquired entity and sold, transferred, licensed, rented or exchanged.
SFAS No. 142 specifies the financial accounting and reporting for
acquired goodwill and other intangible assets. In accordance with SFAS
No. 142, intangible assets, including purchased goodwill, must be
evaluated annually for impairment. Those intangible assets that will
continue to be classified as goodwill or as other intangibles with
indefinite lives are no longer amortized.

To facilitate the implementation of SFAS No. 142, the Company was
required to aggregate financial information into operating segments
and reporting units as defined in SFAS No. 131, “Disclosures about
Segments of an Enterprise and Related Information”, and SFAS No.
142. For purposes of SFAS No. 131, the Company has determined
that it has two operating segments, first, hotels and restaurants and,
second, tourist trains and cruises. SFAS No. 142 requires goodwill
and intangible assets be assigned to reporting units and the useful
lives of intangible assets acquired on or before June 30, 2001 be
reassessed and the remaining amortization periods adjusted
accordingly.

In accordance with SFAS No. 142, the Company completed
transitional impairment testing of intangible assets during the first
quarter of fiscal 2002. That effort, and preliminary assessments of
identifiable intangible assets, indicated financial statement adjustments
would not be required upon adoption of this pronouncement. The
impairment testing was performed in two steps, first, the
determination of impairment based upon the fair value of a reporting

At December 31, 2002, the balance under capital leases for land and buildings was $9,527,000 (2001 – $8,574,000), for machinery and
equipment $2,039,000 (2001 – $1,675,000), and for fixtures and fittings $945,000 (2001 – $716,000). Accumulated depreciation related to assets
under capital lease at December 31, 2002 was $1,075,000 (2001 – $520,000).
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6. Long-term debt and obligations under capital leases
(a) Long-term debt
Long-term debt consists of the following:

The interest rates on substantially all of OEH’s long-term debt are
adjusted regularly to reflect current market rates. Accordingly, the
carrying amounts of OEH’s long-term debt also approximate fair
value.

OEH has excluded from short-term obligations $50,222,000
because it has the intent and ability to refinance such debt on a long-
term basis.

Also, OEH has guaranteed, through 2011, $15,376,000 of the debt

obligations of the PeruRail operations, an unconsolidated joint venture
in which OEH has a 50% investment, and, through 2003, $5,140,000
of PeruRail contingent obligations relating to the performance of its
governmental rail concessions. OEH has guaranteed, through 2014,
$9,000,000 of the debt obligations of Peru OEH S.A., the
unconsolidated owning company of two hotels in Peru in which OEH
has a 50% investment. OEH has guaranteed, through 2005,
$3,000,000 of the debt obligations of Charleston Center LLC, owner
of the Charleston Place Hotel in which OEH has a 19% equity
investment.
(b) Obligations under capital leases
The following is a schedule of future minimum lease payments under
capital leases together with the present value of the minimum lease
payments at December 31, 2002:

The amount of interest deducted from minimum lease payments to
arrive at the present value is the interest contained in each of the
leases.

December 31,

Loans from banks secured by property, plant and 
equipment payable over periods of 1 to 12 years, with a weighted
average interest rate of 4.30% and 4.72%, respectively, primarily based 
on LIBOR

Loan secured by river cruiseship payable over 5 years, with a weighted 
average interest rate of 3.47% and 3.57%, based on LIBOR

Obligations under capital lease (see Note 6(b)) 

Less: current portion 

2001
$000

343,536

5,000
14,335

362,871
55,695

307,176

2002
$000

440,357

4,000
14,659

459,016
37,243

421,773

Certain credit agreements of OEH have restrictive covenants. At
December 31, 2002, OEH was in compliance with these covenants.
OEH does not currently have any covenants in any of its loan
agreements which limit the payment of dividends.

At December 31, 2002, $110,854,000 of OEH’s consolidated long-
term debt was guaranteed by SCL (2001 – $171,401,000 including
$9,500,000 of unconsolidated debt of unconsolidated companies) and
$35,186,000 of that amount contained cross-default clauses to SCL
bank borrowing agreements and its public debt (2001 –
$157,141,000 including $54,000,000 of unconsolidated debt of
unconsolidated companies). SCL had also guaranteed $2,000,000 of
debt of an unconsolidated OEH company. A default by SCL under its
indebtedness could result in a default by OEH on its long-term debt
facilities that cross-default to SCL debt. SCL has advised the
Company that it is in full compliance with all of its credit and
financing agreements. OEH is amending or refinancing its debt
agreements that cross-default to SCL indebtedness to eliminate those
provisions.

The following is a summary of the aggregate maturities of
consolidated long-term debt excluding obligations under capital leases
at December 31, 2002:

$000
35,785
48,425
48,467

137,218
82,899
91,563

444,357

Year ending December 31,
2003
2004
2005
2006
2007
2008 and thereafter 

$000
2,232
2,634
2,568
2,501
1,896
6,811

18,642
3,983

14,659
1,458

13,201

Year ending December 31,
2003
2004
2005 
2006 
2007
2008 and thereafter
Minimum lease payments 
Less: amount of interest contained in above payments
Present value of minimum lease payments
Less: current portion



32

7. Pension plan
A number of OEH employees participated during 2000-2002 in a pension plan of a subsidiary of SCL. This plan is a defined benefit plan in which
the benefits are based primarily on years of service and employee compensation near retirement. It is OEH’s policy to fund this plan in
accordance with applicable laws and income tax regulations. Plan assets consist primarily of common stocks, mutual funds, government securities
and corporate debt securities held through separate trustee-administered funds.

The significant weighted-average assumptions for this plan were the following:

The discount rate essentially represents the rate of return on high quality corporate bonds at the end of the year in the country in which the
assets are held.

The changes in the benefit obligation, the plan assets and the funded status for the OEH employees’ portion of the plan were as follows:

Year ended December 31,
Discount rate
Assumed rates of compensation increases
Expected long-term rate of return on plan assets

2001
6.0%
3.5%
6.5%

2002
5.6%
2.6%
6.5%

2000
6.0%
3.5%
6.5%

Year ended December 31,

Change in benefit obligation:
Benefit obligation at beginning of year
Service cost
Interest cost
Plan participants’ contributions
Actuarial gain
Benefits paid
Foreign currency translation 
Benefit obligation at end of year 

Change in plan assets:
Fair value of plan assets at beginning of year
Actual return on plan assets 
Employer contributions 
Plan participants' contributions
Benefits paid
Foreign currency translation 
Fair value of plan assets at end of year

Funded status

Unrecognized net actuarial loss
Unrecognized prior service cost 
Prepaid benefit cost

2001
$000

4,582
373
255
199

(225)
(609)

(1)
4,574

4,556
(1,104)

901
199

(609)
(21)

3,922

(652)

1,547
22

917

2002
$000

4,574
425
270
266

(137)
(623)
383

5,158

3,922
(915)
690
266

(623)
273

3,613

(1,545)

2,750
9

1,214

Year ended December 31,

Service cost 
Interest cost on projected benefit obligation
Expected return on assets 
Net amortization and deferrals
Net periodic benefit cost

2001
$000
373 
255 

(291)
13 

350 

2002
$000
425 
270 

(264)
95 

526 

2000
$000
391  
246 

(302)
14 

349 

The components of net periodic benefit cost for the OEH employees covered under the plan consisted of the following:

In addition, U.S. employees participate in a defined contribution plan of SCL, subject to certain age and service requirements. Pension expense
recognized for this defined contribution plan for 2002 was $174,000 (2001 – $181,000, 2000 – $204,000.
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8. Income taxes
The provision for income taxes consisted of the following:

United States
Other

Total 
$000
3,299
2,701
6,000

Deferred 
$000

(18)
566
548

Current
$000
3,317
2,135
5,452

Total 
$000
3,142
1,088
4,230

Deferred  
$000
1,450  

(2,488)
(1,038)

Current 
$000
1,692
3,576
5,268

Total 
$000
1,981
1,869
3,850

Deferred  
$000
1,204 

(1,520)
(316)

Current 
$000
777

3,389
4,166

Year ended December 31, 2002 Year ended December 31, 2001 Year ended December 31, 2000

The Company is incorporated in Bermuda, which does not impose an income tax. OEH’s effective tax rate is entirely due to income taxes
imposed by jurisdictions in which OEH conducts business other than Bermuda.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amount of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes. The following represents OEH’s net deferred tax liabilities:

December 31,

Gross deferred tax assets (operating loss carryforwards)
Less: valuation allowance
Net deferred tax assets
Deferred tax liabilities 
Net deferred tax liabilities

2002
$000

58,145 
(37,198)
20,947 

(24,277)
(3,330)

2001
$000

55,351 
(35,128)
20,223 

(24,098)
(3,875)

The deferred tax assets consist primarily of tax loss carryforwards. In addition, during 2002 the Company recognized a deferred tax asset of
$645,000. This amount represents the future tax benefits of accrued pension costs recognized in other comprehensive income pursuant to SFAS
No. 87. The deferred tax liabilities consist primarily of differences between the tax basis of depreciable assets and the adjusted basis as reflected in
the financial statements.

OEH has prepared these financial statements pursuant to a tax sharing agreement with SCL and its subsidiaries. In accordance with this
agreement, prior to August 10, 2000, OEH utilized/relinquished losses with certain SCL subsidiaries. After that date, OEH may no longer
utilize/relinquish losses with SCL and its subsidiaries.The following represents the net liability that exists from OEH to SCL and its subsidiaries:

9. Supplemental cash flow information

Year ended December 31,

Tax sharing agreement 

2001
$000

(1,973)

2000
$000

(1,973)

2002
$000

(1,973)

Year ended December 31,

Cash paid for :
Interest
Income taxes

2001
$000

20,308 
6,400

2000
$000

22,929 
5,366 

2002
$000

19,920 
5,097

Non-cash investing and financing activities:
In conjunction with the acquisitions in 2002, 2001 and 2000 (see Note 2(a)), liabilities were assumed as follows:

Year ended December 31,

Fair value of assets acquired
Cash paid
Liabilities assumed

2001
$000

51,769 
(36,600)
15,169 

2000
$000

47,636 
(42,934)

4,702 

2002
$000

73,166 
(47,500)
25,666
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10. Shareholders’ equity
(a) Recapitalization and legal entity reorganization
Prior to the Company’s initial public offering, which occurred on August
10, 2000, OEH completed a recapitalization and legal entity reorganization.
The Company’s common shares were recapitalized into class A and
class B common shares (see Note 10(b) below). Investments by SCL that
had been reflected in additional capital and as such were non-interest
bearing, were converted to additional paid-in capital prior to the offering.
In addition, ownership of some hotel and leisure business subsidiaries
of SCL outside of the OEH group was reorganized so that all hotel
and leisure business subsidiaries became subsidiaries of the Company.
The transaction has been accounted for in a manner similar to a pooling
of interests as all of these entities were under common control. The
financial statements have been prepared as if the recapitalization and
legal entity reorganization had occurred in the earliest year presented.

The financial statements have also taken into account the effects of
the agreement referred to in Note 10(d). See also Note 10(e).
(b) Dual common share capitalization
The Company has been capitalized with class A common shares, of
which there are 120,000,000 authorized, and class B common shares, of
which there are 120,000,000 authorized, each convertible at any time
into one class A common share. In general, holders of class A and class
B common shares vote together as a single class, with holders of class
B shares having one vote per share and holders of class A shares
having one-tenth of one vote per share. In all other substantial
respects, the class A and class B common shares are the same.
(c) Shareholder rights agreement
The Company has in place a shareholder rights agreement which will be
implemented not earlier than the tenth day following the first to occur of
(i) the public announcement of the acquisition by a person (other than a
subsidiary of the Company, SCL or a subsidiary of SCL) of shares
carrying 20% or more of the total voting rights which may be cast at any
general meeting of the Company and (ii) the commencement or
announcement of a tender offer or exchange offer by a person for
shares carrying 30% or more of the total voting rights that may be cast
at any general meeting of the Company. At that time, the rights will
detach from the class A and class B common shares, and the holders of
the rights will be entitled to purchase, for each right held, one one-
hundredth of a series A junior participating preferred share of the
Company at an exercise price of $142 (the “Purchase Price”) for each
one one-hundredth of such junior preferred share, subject to adjustment
in certain events. From and after the date on which any person acquires
beneficial ownership of shares carrying 20% or more of the total voting
rights which may be cast at any general meeting of the Company, each
holder of a right (other than the acquiring person) will be entitled upon
exercise to receive, at the then current Purchase Price and in lieu of the
junior preferred shares, that number of class A or class B common shares
(depending on whether the right was previously attached to a class A or
B share) having a market value of twice the Purchase Price. If the
Company is acquired or 50% or more of its consolidated assets or
earning power is sold, each holder of a right will be entitled to receive,
upon exercise at the then current Purchase Price, that amount of
common equity of the acquiring company which at the time of such
transaction would have a market value of two times the Purchase Price.
Also, the Company’s board of directors may exchange all or some of the
rights for class A and class B common shares (depending on whether the

right was previously attached to a class A or B share) if any person
acquires 20% beneficial ownership as described above, but less than 50%
beneficial ownership. The rights will expire on June 1, 2010 but may be
redeemed at a price of $0.05 per right at any time prior to the tenth day
following the date on which a person acquires beneficial ownership of
shares carrying 20% or more of the total voting rights which may be
cast at any general meeting of the Company.
(d) Share owning subsidiaries restructuring agreement
At December 31, 2001, SCL owned 16,865,401 of the Company’s class
A common shares and 20,503,877 of the Company’s class B common
shares. Prior to the Company’s initial public offering in August 2000,
the Company, SCL and certain subsidiaries entered into a Share
Owning Subsidiaries Restructuring Agreement which was amended and
restated in June 2001 and which provided that (i) upon consummation
of a possible dividend by SCL of the Company’s shares (a “spinoff ”),
four subsidiaries of the Company would receive 18,044,478 of the
Company’s class B common shares in a spinoff, and (ii) if a spinoff were
not consummated prior to July 21, 2002, then at any time on or prior
to July 21, 2005, one of the subsidiaries had the right to purchase
18,044,478 class B common shares of the Company from SCL for
$180,445. On July 22, 2002, the subsidiary of the Company exercised
this purchase option to acquire from SCL 18,044,478 class B common
shares of the Company. These shares remain outstanding and may be
voted by the subsidiary although they are disregarded for purposes of
calculating OEH’s earnings per share while the shares are owned by the
subsidiary. On the same date under the agreement, an SCL subsidiary
exercised its purchase option to acquire from the four Company
subsidiaries 12,900,000 class B common shares of SCL at an aggregate
price of $129,000. Prior to July 22, 2002 and as part of the agreement,
the four subsidiaries had waived the right to receive dividends on the
class B common shares of SCL held by them, other than a spinoff dividend
or other distributions of Company shares by SCL, and had agreed to
vote those shares as directed by the SCL subsidiary. As a result of
these transactions, voting control of the Company passed from SCL to
the Company’s subsidiary, and OEH no longer owns any shares of SCL.
(e) Acquired shares
Included in shareholders’ equity is a reduction for the 18,044,478 class
B common shares of the Company that the Company’s subsidiary
acquired on July 22, 2002 under the Amended and Restated Share
Owning Subsidiaries Restructuring Agreement referred to in Note
10(d) above and that four Company subsidiaries could have acquired
under the agreement prior to that date. Consistent with the overall
presentation of the capital structure in the financial statements, the
Company has given effect to the terms and conditions of that
agreement as if the agreement had been consummated from the
earliest year presented. As a result, a total of 18,044,478 class B
common shares are deemed to be owned by the Company subsidiaries
at December 31, 2002 and 2001. Under applicable Bermuda law, these
shares are outstanding and may be voted although in computing earnings
per share these shares are treated as a reduction to outstanding shares.
(f) Preferred shares
The Company has 30,000,000 authorized preferred shares, par value
$0.01 each, 500,000 of which have been reserved for issuance as series
A junior participating preferred shares upon exercise of preferred
share purchase rights held by class A and B common shareholders in
connection with the shareholder rights agreement. See Note 10(c).
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11. Employee stock option plan
Under the Company’s 2000 stock option plan, options to purchase up to 750,000 class A and B common shares may be awarded to employees of
OEH at fair market value at the date of grant. Options are exercisable three years after award and must be exercised ten years from the date of
grant. At December 31, 2002, 573,000 class A common shares were reserved for issuance pursuant to options awarded to 35 persons. No
options were exercisable on that date.

No charges or credits are made to income with respect to options awarded or exercised under the plan since all options to employees are
awarded at market value at date of grant.

Transactions under the plan have been as follows:

Outstanding at beginning of period
Granted 
Terminated
Exercised
Outstanding at end of period
Exercisable at end of period       

Option price
$19.00

$13.00-$13.06
$19.00

$13.00-$19.00

Shares
546,500 
301,500

(275,000)
– 

573,000 
– 

Option price

$19.00

$19.00

– 
547,000 

– 
– 

547,000 
– 

Option price
$19.00
$19.00
$19.00

$19.00

Shares
547,000 
23,000 

(23,500)
– 

546,500 
–

Year ended December 31, 2002 Year ended December 31, 2001 Year ended December 31, 2000

The options outstanding at December 31, 2002, none of which was exercisable, were as follows:

Range of 
Exercise Prices

$13.00 to $13.06
$19.00
$19.00

Outstanding 
at 12/31/2002

301,500
11,500

260,000
573,000 

Exercisable at 
12/31/2002

–    
–
–
–

Remaining 
Contractual Lives

9.8
8.2
7.6

Exercise Prices for 
Outstanding Options

$13.05
$19.00
$19.00

Exercise Prices for 
Exercisable Options

–    
–
–

As discussed in Note 1(e), OEH accounts for its stock-based compensation plan under APB Opinion No. 25. Accordingly, no compensation cost
has been recognized for the stock options with exercise prices equal to the market price of the stock on the date of grant. Estimates of fair values
of stock options on the grant dates in the Black-Scholes option pricing model are based on the following assumptions:

Year ended December 31,
Expected price volatility range
Risk-free interest rate range
Expected dividends
Expected life of stock options

2001
53.129%

4.62%
None

5 years

2000
36.98%
6.50%
None

5 years

2002
40.34%
2.78%
None

5 years

12. Commitments and contingencies
Outstanding contracts to purchase fixed assets were approximately $10,100,000 at December 31, 2002 (2001 – $6,100,000).

Future rental payments under operating leases in respect of equipment rentals and leased premises are payable as follows:

Year ending December 31,
2003
2004 
2005 
2006
2007 and thereafter

$000
605
461
203
127

–
1,396

Weighted Average ofNumber of Shares

Rental expense for the year ended December 31, 2002 amounted to $1,108,000 (2001 – $1,208,000, 2000 – $1,009,000).
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13. Derivative financial instruments

(a)  Interest rate risk management
OEH is exposed to interest rate risk on its floating rate debt and management tries to manage the impact of interest rate changes on earnings and
cash flows. The Company’s policy is to enter into interest rate swap and interest rate cap agreements from time to time to hedge the variability in
interest rate cash flows due to interest rate risk on floating rate debt. These swaps convert the floating rate interest payments on a portion of the
outstanding debt into fixed payments. OEH had one interest rate swap agreement outstanding at December 31, 2001 for the equivalent of euro
117,000,000 which expired in September 2002. At December 31, 2001, the fair value of the derivative was $1,756,000. This swap had been
designated as a cash flow hedge for accounting purposes. OEH had six interest rate cap agreements outstanding at December 31, 2002 and the
fair values of these derivatives at that date were $290,000.

During the year ended December 31, 2002, OEH recognized $10,000 (2001 – $1,756,000) in other comprehensive income/(loss) representing
the effective portion of the hedges and no ineffectiveness was recognized during 2002 and 2001. OEH reclassified $1,756,000 out of other
comprehensive income/(loss) and into earnings in 2002. Amounts accumulated in other comprehensive income/(loss) will be reclassified into
earnings as the hedged interest cash flows are accrued.

(b) Components of other comprehensive income
The components of other comprehensive income/(loss) are as follows:

Year ended December 31,

Net earnings on common shares
Foreign currency translation adjustments 
Cumulative effect of change in accounting principles (SFAS 133)
Change in fair value of derivatives 
Reclassification adjustment for losses included in net earnings
Additional minimum pension liability, net of tax
Comprehensive income

2001
$000

29,850
(12,656)
(1,333)

(423)
–
– 

15,438

2002
$000

25,294
8,361 

– 
(10)

1,756
(1,506)
33,895

2000
$000

39,965
(10,387)

–
–
–
–

29,578

(c) Foreign exchange risk management
From time to time, OEH utilizes foreign currency forward contracts to
reduce exposure to exchange rate risks primarily associated with
OEH’s international transactions. These contracts establish the
exchange rates at which OEH will purchase or sell at a future date the
contracted amount of currencies for specified foreign currencies. OEH
utilizes forward contracts which are short-term in nature and receives
or pays the difference between the contracted forward rate and the
exchange rate at the settlement date. No contracts were outstanding
at December 31, 2002.

14. Information concerning financial reporting for segments
and operations in different geographical areas

OEH’s segment information has been prepared in accordance with
SFAS No. 131. OEH’s operations are organized along service lines as
two segments, (i) hotels and restaurants and (ii) tourist trains and
cruises, and are grouped into various geographical segments. Hotels at
December 31, 2002 are located in the United States, the Caribbean,
Mexico, Europe, southern Africa, South America, Australia and South
Pacific, tourist trains operate in Europe, Southeast Asia, Australia and
Peru, restaurants are located in Great Britain, New York and Buenos
Aires, and a river cruiseship operates in Burma. Segment performance
is evaluated based upon net earnings from operations before net
finance costs, taxes and depreciation and amortization excluding the
effects of changes in accounting principles and gains on sale of assets.
Segment information is presented in accordance with the accounting
policies described in Note 1.
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Year ended December 31,

Revenue:
Hotels and restaurants 
Tourist trains and cruises 

Earnings from unconsolidated companies:
Hotels and restaurants
Tourist trains and cruises 

Depreciation and amortization:
Hotels and restaurants 
Tourist trains and cruises 

Earnings from operations before net finance costs:
Hotels and restaurants 
Tourist trains and cruises 

Central selling, general and administrative costs 

Net finance costs
Earnings before income taxes 
Provision for income taxes
Net earnings

Capital expenditure:
Hotels and restaurants 
Tourist trains and cruises

2001
$000

214,464
37,772

252,236

5,998
3,114
9,112

14,042
2,314

16,356

57,201
5,012

62,213
(9,475)
52,738

(18,658)
34,080
4,230

29,850

35,334
2,296

37,630

2002
$000

236,809   
42,459    

279,268

7,185
2,849

10,034

16,969  
2,577

19,546 

52,233 
5,771 

58,004 
(10,509)
47,495

(18,351)   
29,144
3,850  

25,294

54,976
1,881

56,857

2000
$000

227,720
39,739

267,459

5,907
3,029
8,936

13,345
1,787

15,132

70,100
8,248

78,348
(9,378)
68,970

(23,005)
45,965
6,000

39,965

30,099
5,621

35,720

December 31,

Identifiable assets:
Hotels and restaurants
Tourist trains and cruises

2001
$000

746,571
89,680

836,251

2002
$000

902,849
95,683

998,532

Year ended December 31,

Revenue:
Europe
North America
Rest of the world

2001
$000

112,017
80,669
59,550

252,236

2002
$000

137,179
80,873
61,216

279,268

Financial information regarding geographic areas based on the location of properties is as follows:

Information concerning financial reporting for segments and operations in different geographical areas (continued)
Financial information regarding these business segments is as follows, with net finance costs being net of capitalized interest and interest and related
income:

2000
$000

113,316
92,488
61,655

267,459

December 31,

Long-lived assets at book value:
Europe
North America   
Rest of the world 

2001
$000

249,864
212,857
249,001
711,722

2002
$000

334,008
285,772
252,310
872,090
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15. Related party transactions

For the year ended December 31, 2002, OEH incurred net amounts of
$5,899,000 (2001 – $5,508,000, 2000 – $5,419,000) to SCL and its
subsidiaries for the provision of various services, including financial, legal,
accounting, corporate executive, public company, human resources
administration, insurance, pension benefits, office facilities and system
and computer services. These were provided under a shared services
agreement between OEH and SCL on the basis of a fee plus
reimbursements equivalent to the direct and indirect costs of providing
the services. The agreement has an initial term of one year and is
automatically renewed annually unless terminated by SCL or OEH.
These amounts have been included in selling, general and administrative
expenses, and the unpaid net amount of $4,082,000 at December 31,
2002 (2001 – $6,608,000) is included in accounts payable.

SCL has guaranteed an aggregate principal amount of $112,854,000
of bank loans to OEH outstanding at December 31, 2002 (2001 –
$171,401,000) including $2,000,000 relating to Eastern & Oriental
Express Ltd., in which OEH has a minority shareholder interest.

OEH manages under a long-term contract the Charleston Place
Hotel and has made loans to the hotel-owning company. For the year
ended December 31, 2002, OEH earned $4,087,000 (2001 – $3,876,000,

2000 – $4,152,000) in management fees and $7,892,000 (2001 –
$6,702,000, 2000 – $5,941,000) in interest income on partnership and
other loans. For the year ended December 31, 2002, OEH charged
the Le Petit Blanc group of restaurants $160,000 for services provided.

OEH manages under long-term contracts the Hotel Monasterio and
the Machu Picchu Sanctuary Lodge owned by its 50/50 joint venture
with local Peruvian interests, as well as the 50/50-owned PeruRail
operation, and provides loans to these joint ventures. In 2002, OEH
earned management fees of $1,167,000 (2001 – $1,097,000, 2000 –
$1,105,000) and loan interest of $330,000 (2001 – $516,000, 2000 –
$374,000) from the joint ventures. At December 31, 2002, loans to
the hotels aggregated $5,000,000, bear interest at a spread over LIBOR
and come due in 2003 and 2005. At the same date, OEH had a
$750,000 subordinated loan to the PeruRail operation with an
indefinite maturity date and interest also at a spread over LIBOR.

OEH has granted since 1989 to James Sherwood, Chairman and a
director of the Company, a right of first refusal to purchase the Hotel
Cipriani in Venice, Italy in the event OEH proposes to sell it. The
purchase price would be the offered sale price in the case of a cash
sale or the fair market value of the hotel, as determined by an
independent valuer, in the case of a non-cash sale.

Five-year performance (unaudited)

Year ended December 31,

Revenue and earnings from unconsolidated companies

Gain on sale of assets and other
Net earnings on class A and class B common shares

Net earnings per class A and class B common share
Basic and diluted

Total assets 

Long-term obligations 

Shareholders’ equity

2000
$000

276,395

–
39,965

$

1.43

$000
725,876

276,773

378,717

2001
$000

261,348

–
29,850

$

0.97

$000
836,251

362,871

392,587

2002
$000

289,302

–
25,294

$

0.82

$000
998,532

459,016

426,482

1998
$000

230,883

–
26,696

$

1.03

$000
602,487

279,131

266,018

1999
$000

249,082

3,800
37,995*

$

1.47*

$000
661,866

309,940

292,313

*  Year ended December 31, 1999 excludes the cumulative effect of change in accounting principle of $2,987,000. Including the effect of change in accounting principle, net

earnings on class A and class B common shares would be $35,008,000 and net earnings per class A and class B common share would be $1.35 basic and diluted.

See notes to consolidated financial statements.
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Summary of quarterly earnings (unaudited)

2002
Revenue
Earnings from unconsolidated  companies 

Earnings before net finance costs 
Net finance costs
Earnings before income taxes
Provision for income taxes
Net earnings on class A and B common shares

Net earnings per class A and B common share:
Basic and diluted

2001
Revenue 
Earnings from unconsolidated companies

Earnings before net finance costs 
Net finance costs
Earnings before income taxes
Provision for income taxes
Net earnings on class A and B common shares 

Net earnings per class A and B common share:
Basic and diluted 

September 30
$000

80,602
2,486

83,088

15,791
(5,315)
10,476
1,363
9,113

$

0.30

65,773
2,180

67,953

13,525
(4,898)
8,627
1,126
7,501

$

0.24

December 31
$000

70,252
3,198

73,450

8,468
(3,669)
4,799

622
4,177

$

0.14

56,490
2,297

58,787

7,783
(4,015)
3,768

726
3,042

$

0.10

March 31
$000

51,689
1,981

53,670

5,335
(4,823)

512
72

440
$

0.01

55,707
2,204

57,911

10,677
(5,111)
5,566

674
4,892

$

0.16

June 30
$000

76,725
2,369

79,094

17,901
(4,544)
13,357
1,793

11,564
$

0.38

74,266
2,431

76,697

20,753
(4,634)
16,119
1,704

14,415
$

0.47

Quarter ended
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Year ended December 31,

Revenue:
Owned Hotels:

Europe
North America 
Rest of the World 

Hotel management interests
Restaurants 
Tourist trains and cruises
Total

EBITDA:
Owned Hotels:

Europe 
North America 
Rest of the world 

Hotel management interests
Restaurants
Tourist trains and cruises 
Central overheads
Total EBITDA 

2001
$m

79.8
59.2
52.7
10.9
17.8
40.9

261.3

26.9
14.6
14.9
10.9
4.0
7.3

(9.5)
69.1

2002
$m

99.9 
58.8 
54.8
12.4    
18.1
45.3    

289.3    

29.2
11.1    
12.7
12.4
3.8   
8.3

(10.5)
67.0

2000
$m

79.0
67.2
55.1
11.4
20.9
42.8

276.4

27.2
20.2
18.6
11.4
6.0

10.1
(9.4)
84.1

Summary of earnings by operating unit and region (unaudited)

The consolidated revenues and earnings before interest, tax, depreciation and amortization (EBITDA) of the Company’s operations for the years
2002, 2001, and 2000 are analyzed as follows:

Management believes that EBITDA is a useful measure of operating performance, used by certain investors as a measure of the ability of a
company to service or incur indebtedness, and it is a financial measure commonly used in the Company’s industry. However, EBITDA does not
represent cash flow from operations as defined by U.S. generally accepted accounting principles, is not necessarily indicative of cash available to
fund all cash flow needs and should not be considered as an alternative to earnings from operations before net finance costs under U.S. generally
accepted accounting principles for purposes of evaluating results of operations.

The following table reconciles EBITDA as defined with the Company’s earnings from operations before net finance costs, as derived from the
audited financial information for the years ended December 31, 2002, 2001 and 2000:

Year ended December 31,

EBITDA
Depreciation and amortization
Earnings from operations before net finance costs 

2001
$m

69.1
16.4
52.7

2002
$m

67.0
19.5
47.5

2000
$m

84.1
15.1
69.0
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Summary of operating information for owned hotels (unaudited)

Average Daily Rate ($) Year ended December 31,
Europe 

North America  
Rest of World 

Worldwide 

Rooms Sold (’000) Year ended December 31,
Europe 

North America  
Rest of World 

Worldwide 

REVPAR ($) Year ended December 31,
Europe 

North America  
Rest of World 

Worldwide 

Comparable/Same Store REVPAR ($) Year ended December 31,
Europe 

North America  
Rest of World 

Worldwide 

2002
376
314
186
286

2002
157
118
176
451

2002
242
206
96

168

2002
234
207
96

166

2001
236
218
98

170

$
(1)
(5)
(3)
(2)

2001
337
314
192
276

2001
153
121
164
438

2001
239
217
102
173

Local 
Currency

(6)
(5)
0

(4)

Change %
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Shareholder and investor information

Registered office 
Orient-Express Hotels Ltd.
41 Cedar Avenue
P.O. Box HM 1179
Hamilton HM EX
Bermuda
Tel: +1 (441) 295-2244
Fax: +1 (441) 292-8666

Correspondence
Orient-Express Services Ltd.
20 Upper Ground
London SE1 9PF
England
Tel: +44 (0)20 7805 5060
Fax +44 (0)20 7805 5908
(delete first 0 if dialling from outside the U.K.)

Internet address
http://www.orient-express.com

Stock exchange listing
Orient-Express Hotels Ltd. Class A common shares are listed on the 
New York Stock Exchange under the trading symbol OEH.

Share transfer agent and registrar
EquiServe Trust Company N.A
P.O. Box 43010 
Providence, Rhode Island 02940-3010
Tel: +1 (800) 736-3001
Internet: http://www.equiserve.com

Shareholders are encouraged to contact the Transfer Agent 
directly regarding any change in certificate registration,
change of mailing address, lost or stolen certificates, consolidation 
of multiple accounts, elimination of duplicate mailings and 
related shareholder service matters. Shareholders may also access
their accounts and other information directly through EquiServe’s
website.

Co-registrar of shares 
The Bank of Bermuda
6 Front Street 
Hamilton HM 11
Bermuda 

Auditors
Deloitte & Touche LLP
Two World Financial Center 
New York, New York 10281 

Annual general meeting
The annual general meeting of shareholders will be held at the
registered office of the company at 41 Cedar Avenue, Hamilton,
Bermuda, on Monday, June 2, 2003, at 9.30 a.m.

Shareholder information
Copies of SEC Form 10-K annual reports, SEC Form 10-Q quarterly
reports and other published financial information are available on the
company’s website or may be obtained upon request to:
Orient-Express Hotels Inc.
1155 Avenue of the Americas 
New York, New York 10036 
Tel: +1 (212) 302-5055
Fax: +1 (212) 302-5073 

Investor relations
Shareholders, securities analysts, portfolio managers and representatives
of financial institutions seeking financial information may contact:

James Struthers
Chief Financial Officer  
Orient-Express Hotels Ltd.
c/o Orient-Express Services Ltd.
20 Upper Ground
London SE1 9PF
Tel: +44 (0)20 7805 5223
Fax: +44 (0)20 7805 5010
Email: james.struthers@orient-express.com

William W. Galvin III 
The Galvin Partnership 
76 Valley Road
Greenwich, Connecticut 06807      
Tel: +1 (203) 618-9800
Fax: +1 (203) 618-1010
Email: wwg@galvinpartners.com

Media seeking information should contact:
Pippa Isbell
Vice President - Public Relations 
Orient-Express Hotels Ltd.
c/o Orient-Express Services Ltd.
20 Upper Ground
London SE1 9PF
Tel: +44 (0)20 7805 5065
Fax: +44 (0)20 7805 5938
Email: pippa.isbell@orient-express.com
(delete first 0 if dialling from outside the U.K.)
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Bora Bora Lagoon Resort
Tahiti, French Polynesia
www.boraboralagoonresort.orient-express.com
Telephone: +689 60 40 00
Fax: +689 60 40 01

British Pullman
www.orient-express.com
U.K. telephone: +44 (0)20 7805 5100
Fax: +44 (0)20 7805 5908
U.S. telephone: +1 401 351 7518
Fax: +1 401 351 7220

Charleston Place
Charleston, South Carolina, U.S.A.
www.charlestonplacehotel.com
Telephone: +1 843 722 4900
Fax: +1 843 722 0728

Copacabana Palace
Rio de Janeiro, Brazil
www.copacabanapalace.orient-express.com
Telephone: +55 21 2548 7070
Fax: +55 21 2235 7330

Eastern & Oriental Express
www.orient-express.com
U.K. telephone: +44 (0)20 7805 5100
Fax: +44 (0)20 7805 5908
U.S. telephone: +1 401 351 7518
Fax: +1 401 351 7220

Harry’s Bar
London, England 
(A private club)

Hotel Caruso
Ravello, Italy
Currently under redevelopment

Hotel Cipriani & Palazzo Vendramin
Venice, Italy
www.cipriani.orient-express.com
Telephone: +39 0 41 520 7744
Fax: +39 0 41 520 7745

Hôtel de la Cité
Carcassonne, France
www.hoteldelacite.com
Telephone: +33 4 68 71 98 71
Fax: +33 4 68 71 50 15

Hotel Monasterio
Cuzco, Peru
www.monasterio.orient-express.com
Telephone: +51 84 24 1777
Fax: +51 84 23 7111

Hotel Quinta do Lago
Algarve, Portugal 
www.quintadolagohotel.com 
Telephone: +351 289 350 350
Fax: +351 289 396 393

Hotel Ritz
Madrid, Spain
www.ritzmadrid.com 
Telephone: +34 91 701 67 67
Fax: +34 91 701 67 76

Hotel Splendido & Splendido Mare
Portofino, Italy
www.splendido.orient-express.com
Telephone: +39 0 185 267 802
Fax: +39 0 185 267 807

Keswick Hall
Monticello,Virginia, U.S.A.
www.keswick.com
Telephone: +1 434 979 3440
Fax: +1 434 977 4171

La Cabaña
Buenos Aires,Argentina
Opening fall 2003

Lapa Palace 
Lisbon, Portugal
www.lapapalace.orient-express.com
Telephone: +351 21 394 9494
Fax: +351 21 395 0665

La Residencia
Mallorca, Spain
www.hotel-laresidencia.com
Telephone: +34 971 63 90 11
Fax: +34 971 639 370

La Samanna
St. Martin, French West Indies
www.lasamanna.orient-express.com
Telephone: +59 0590 876 400
Fax: +59 0590 878 786

Le Manoir aux Quat’Saisons
Oxfordshire, U.K.
www.manoir.com
Telephone: +44 (0)1844 278881
Fax: +44 (0)1844 278847

Lilianfels Blue Mountains
Katoomba,Australia 
www.lilianfels.orient-express.com
Telephone: +61 2 4780 1200
Fax: +61 2 4780 1300

Machu Picchu Sanctuary Lodge
Machu Picchu, Peru
www.monasterio.orient-express.com
Telephone: +51 84 21 1039
Fax: +51 84 21 1053

Maroma Resort and Spa
Riviera Maya, Mexico
www.maromahotel.com
Telephone: +52 998 872 8200
Fax: +52 998 872 8220

Miraflores Park Hotel
Lima, Peru
www.mira-park.com
Telephone: +51 1 242 3000
Fax: +51 1 242 3393

Mount Nelson Hotel
Cape Town, South Africa 
www.mountnelsonhotel.orient-express.com
Telephone: +27 21 483 1000
Fax: +27 21 424 7472

Northern Belle
www.orient-express.com
U.K. telephone: +44 (0)161 831 7900
Fax: +44 (0)161 831 7904
U.S. telephone: +1 401 351 7518
Fax: +1 401 351 7220

Orient-Express Magazine
www.orient-express.com
Telephone: +44 (0)20 7805 5555
Fax: +44 (0)20 7805 5911

Orient-Express Safaris
Khwai River Lodge, Eagle Island Camp,
Savute Elephant Camp,
Botswana, Southern Africa
www.orient-express-safaris.co.za
Telephone: +27 11 481 6052
Fax: +27 11 481 6065

PeruRail
www.perurail.com
Telephone: +51 84 238 722
Fax: +51 84 221 114

Reid’s Palace
Funchal, Madeira
www.reidspalace.orient-express.com
Telephone: +351 291 71 7171
Fax: +351 291 71 7177

Road To Mandalay
Burma
www.orient-express.com
U.K. telephone: +44 (0)20 7805 5100
Fax: +44 (0)20 7805 5908
U.S. telephone: +1 401 351 7518
Fax: +1 401 351 7220

The Inn at Perry Cabin
St. Michaels, Maryland, U.S.A.
www.perrycabin.com
Telephone: +1 410 745 2200
Fax: +1 410 745 3348

The Observatory Hotel
Sydney,Australia 
www.observatoryhotel.orient-express.com
Telephone: +61 2 9256 2222
Fax: +61 2 9256 2233

The Orient-Express Gift Collection
www.orient-expresscollection.com
Telephone: +44 (0)20 7805 5019
Fax: +44 (0)20 7805 5909

The Westcliff
Johannesburg, South Africa
www.westcliffhotel.orient-express.com
Telephone: +27 11 646 2400
Fax: +27 11 646 3500

‘21’ Club
New York, New York, U.S.A.
www.21club.com
Telephone: +1 212 582 7200
Fax: +1 212 581 7138

Venice Simplon-Orient-Express
www.orient-express.com
U.K. telephone: +44 (0)20 7805 5100
Fax: +44 (0)20 7805 5908
U.S. telephone: +1 401 351 7518
Fax: +1 401 351 7220

Villa San Michele
Florence, Italy 
www.villasanmichele.orient-express.com
Telephone: +39 0 55 567 8200
Fax: +39 0 55 567 8250

Windsor Court Hotel
New Orleans, Louisiana, U.S.A.
www.windsorcourthotel.com
Telephone: +1 504 523 6000
Fax: +1 504 596 4513

Reservation 
information



HOTEL CARUSO

Ravello, Italy 
VILLA SAN MICHELE

Florence, Italy
HOTEL RITZ

Madrid, Spain
LA RESIDENCIA

Mallorca, Spain
LAPA PALACE

Lisbon, Portugal 
HOTEL QUINTA DO LAGO

Algarve, Portugal

PALAZZO VENDRAMIN

Venice, Italy
HOTEL CIPRIANI

Venice, Italy
HOTEL SPLENDIDO

Portofino, Italy 
HOTEL SPLENDIDO MARE

Portofino, Italy 

COPACABANA PALACE

Rio de Janerio, Brazil

LILIANFELS BLUE MOUNTAINS

New South Wales, Australia

LA CABAÑA

Buenos Aires, Argentina
MIRAFLORES PARK HOTEL

Lima, Peru
HOTEL MONASTERIO

Cuzco, Peru
MACHU PICCHU

SANCTUARY LODGE

Machu Picchu, Peru  

HOTEL DE LA CITE

Carcassonne, France
REID'S PALACE HOTEL

Madeira
HARRY’S BAR

London, United Kingdom
LE MANOIRAUX QUAT’ SAISONS

Chef-Prop. R. Blanc
Oxfordshire, UK

‘21’ CLUB

New York, USA

THE WESTCLIFF

Johannesburg, South Africa

MOUNT NELSON HOTEL

Cape Town, South Africa

ORIENT-EXPRESS SAFARIS

Eagle Island Camp
Botswana

ORIENT-EXPRESS SAFARIS

Kwai River Lodge
Botswana

ORIENT-EXPRESS SAFARIS

Savute Elephant Camp
Botswana

THE OBSERVATORY HOTEL

Sydney, Australia

WINDSOR COURT HOTEL

New Orleans, USA
KESWICK HALL

Virginia, USA
CHARLESTON PLACE

Charleston, USA
MAROMA RESORT AND SPA

Riviera Maya, Mexico
LA SAMANNA

St Martin, French West Indies

PERURAIL

Peru 

BORA BORA LAGOON RESORT

Tahiti, French Polynesia

VENICE SIMPLON-ORIENT-EXPRESS

Europe
BRITISH PULLMAN

United Kingdom
NORTHERN BELLE

United Kingdom
EASTERN & ORIENTAL EXPRESS

South East Asia
ROAD TO MANDALAY

Burma (Myanmar)

Orient-Express Hotels Ltd.

www.orient-express.com

3470-A
R

-02

INN AT PERRY CABIN

Maryland, USA




