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Staff Housing Quarters

During the year, the Company did not provide any housing quarters

to its staff.

On 6th September, 2000, the Ministry of Finance of the PRC issued
notification regarding financial treatment issues in respect of
enterprise housing system reformation under document Cai Qi No.
(2000) 295, which became effective from the date of issue. Having
appraised the policies, Beijing North Star Company Limited are of
the opinion that the Beijing North Star Company Limited does not
have financial treatment issues in respect of the enterprise housing
system, therefore, such notification will not cause any material

effect to Beijing North Star Company Limited.

Interests of Directors and Supervisors in Contracts

Apart from service contracts, in relation to the Company’s business,
no contracts of significance to which the Company, its holding
company, any of its subsidiaries or its fellow subsidiaries was a
party, and in which a director or supervisor had a material interest,
whether directly or indirectly, subsisted at the end of the year or at

any time during the year.

Interests of Directors in Competitive Business

During the year and up to the date of this report, directors and
management shareholders do not have interest in business which
competes or may compete with the business of the Group under the

Listing Rules.
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Connected Transactions

During the year ended 2000, the Company carried out the following
business transactions with its controlling shareholder, Beijing North Star
Industrial Group Company (“BNS Group Company”), to which The Stock
Exchange of Hong Kong Limited has, subject to certain conditions,
granted a waiver on 6th October, 1997 to the Company from compliance
with the requirements stipulated in Chapter 14 of the Listing Rules to
disclose details of such connected transactions by press notice and/or to

obtain prior independent shareholders’ approval.

1.  Pursuant to a lease agreement dated 11th April, 1997 signed
with BNS Group Company(“Lease Agreement”), BNS Group
Company has agreed to lease to the Company all the land (the
“Land”) on which some of the Group’s investment properties
and ancillary facilities properties of the Group (“Asian Games
Village Properties”) are situated. The land has a site area of
approximately 195,000 sq. m. and is leased for a fixed term
ranging from 40 to 70 years depending on the respective land
use of various parts of the Land.The rental for the year ended
31st December, 2000 was Rmb 15,000,000 per annum and has

been fully settled by 1st December, 2000.
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Pursuant to a miscellaneous service agreement
(“Miscellaneous Service Agreement”) dated 11th April, 1997
signed with BNS Group Company, BNS Group Company will
provide, inter alia, (i) social and transport services to the
Company’s employees and (ii) heating and security services to
the Company. BNS Group Company will also be responsible for
the upgrading, repair and maintenance of roads and parks in
the Asian Games Village. BNS Group Company and the
Company will also share the use of certain roads and parks in
the Asian Games Village.The Company will provide BNS Group

Company with the use of electricity, television and telephone.

These arrangements (other than the upgrading, repair and
maintenance of roads and parks, which are for a term of
approximately 50 years) are valid for a term of ten years from

the date of signing of the Miscellaneous Services Agreement.

The considerations for the various services provided by the
Group or BNS Group Company under the Miscellaneous
Services Agreement are, save as otherwise stipulated therein,
based on applicable government prescribed prices. However,
in the absence of such government prescribed prices, the
relevant consideration will be based on comparable local
market prices, or failing which, the reasonable costs incurred
by the Company or BNS Group Company, as the case may be,

in providing the relevant services.

During the year ended 31st December, 2000, the Group and
BNS Group Company received and paid the following
amounts respectively in respect of the Miscellaneous Services

Agreement:
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Principal services provided by BNS Group Company to

HAE : the Group:
AR
wETT
Gross
Pricing Amount
EERE Basis Rmb’000
=) Heating BB State Price 15,456
RE& Security services %8 Market Price 736
RiE Transport services B ANE Cost 207
B R E S Maintenance of roads and open park B ANE Cost 400
5 Total 16,799

AEBRHETLERAANEERK

Principal services provided by the Group to BNS Group

BHAE : Company:
AR
BETT
Gross
Pricing Amount
TEEE%E Basis Rmb’'000
£ Electricity TISE Market Price 24
BR Television 58 Market Price 3
B Telephone mHE Market Price 29
#Et Total 56

. ______________________________________________________________________________________
B EYREEZN  R-_Z=TT&+/+ Save as disclosed above, on 18th October, 2000, the dt bR
NBEFEHRELEB AT 24T # 8 3 & J O (Controlled by the BNS Group Company)
ItERERREALEFTTULBIEREES entered into “Supply Contract for Beijing North Star B4
EBAREHE1# 2#th TEEEHERE Residential Area Automatic Car Park Garage Equigment for
Nos. 1 and 2 of the First Development Sites” and “Equipment

wEHEAR)MALEILRE T RB4ER

BHEE14 M TEEEEEERER Technology Contract for Beijing North Star B4 Residential Area
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Automatic Car Park Garage Equipment for Nos. 1 and 2 of the
First Development Sites” Disclosure had been made regarding
these contracts in the “Hong Kong Economic Times” on 20th
October, 2000 pursuant to the relevant requirements of the

Listing Rules of the Hong Kong Stock Exchange.

The independent non-executive directors of the Company
confirmed that such transactions had been carried out in
accordance with the terms of the agreements relating to the
transactions in question and that they were in the ordinary
and normal course of business of the Group, and were fair and
reasonable so far as the shareholders of the Company are

concerned.

Bank Loans and Other Borrowings

As at 31st December, 2000, the bank loans and other borrowings of

the Group are as set out in note 21 to the accounts.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the
Company’s articles and related laws which oblige the Company to

offer new shares on pro-rata basis to existing shareholders.

Subsidiaries

Details of the Company’s subsidiaries are set out in note 14 to

the accounts.

Major litigation

The Group did not engage in any litigation or arbitration of material

importance during the year.
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Results of Operations

Comparison of Financial Year 2000 to Financial Year 1999

Turnover of the Group amounted to approximately
Rmb1,952,090,000 for the year ended 31st December, 2000, which
represented an increase of approximately 34.8% as compared to
1999. The Group's profit attributable to shareholders for the year
ended 31st December, 2000 amounted to approximately
Rmb158,443,000, which represented an increase of approximately
16.1% over 1999.Land and property sales in aggregate constituted

approximately 25.5% of the turnover for the financial year 2000.

During the year, the Group proceeded with the development of a
number of commodity housing projects. With the effective sales
strategies, the Group’s revenue from these commodity housing
projects amounted to Rmb455,012,000, an increase by 305% as

compared to 1999.

The Group's rental income fell to Rmb241,143,000 in 2000 due to
keen market competition. The investment and hotel properties
of the Group were valued at an open market value of
Rmb1,913,000,000 as at 31st December, 2000, representing a

decrease of 9.4% from the previous year.

Revenue from the Bei Chen Shopping center continued to
experience rapid growth. the shopping centre’s revenue for the
year amounted to Rmb1,048,660,000, a substantial increase of

Rmb240,753,000 as compared with the 1999 financial year.

Policies on Income Tax

In accordance with an approval document issued by the Beijing
Municipal Finance Bureau on 12th March, 1997, with effect from the

date of establishment of the Company, the income tax rate
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applicable to the Company is 33%. The approval document also
provides for the Company to apply for a financial refund, following

payment, at a rate of 18% of taxable profits of the Group.

On 11th January, 2000, a circular was issued by State of Council
which requires all local government to cease financial refund
effective on 1st January, 2000.On 13th October, 2000, a circular was
jointly issued by the Ministry of Finance and State Administration of
Taxation which relaxes the requirements announced in previous
circular. In particular, it stipulates that “the preferential treatment of
tax at 33% with subsequent refund of 18%" (effective tax rate 15%)
granted to listed companies by local government will continue
until 31st December, 2001. Effective from 1st January, 2002, except
in the event when there is a change in law and other administrative
regulation, all enterprises should be taxed based on the statutory

corporate income rate of 33%.

Financial Resources and Liquidity

At 31st December, 2000, the shareholders’ funds of the Group
showed a decrease of 1.1% from that of 31st December, 1999. Such
decrease is mainly due to the devaluation of investment properties

of approximately Rmb 165,800,000 during the year.

The Group’s net borrowing as at the end of the financial year of
2000 was recorded at Rmb 226,987,000 with a majority of the
funding being obtained from its holding company. Current assets of
the Group, which mainly comprised cash at bank and on hand, and
land and properties under development for sale, were recorded at
Rmb2,557,455,000, whereas the Group’s current liabilities
amounted to Rmb1,020,845,000. As at 31st December, 2000, cash at

bank and on hand amounted to Rmb987,929,000.
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Code of Best Practice

The Directors has not established an audit committee (the “Audit
Committee”) to review and supervise the Company’s financial
reporting process and internal controls pursuant to paragraph 14 of
the Code of Best Practice set out in Appendix 14 to the Listing Rules
(the “Code of Best Practice”). However, the Company has set up, in
lieu thereof, a Supervisory Committee which carries out functions
similar to that of an Audit Committee. The differences are that the
Company’s Supervisory Committee comprises three
representatives of whom two are elected and removed in general
meeting of shareholders and one is elected and removed by the
staff and workers of the Company, and reports to the shareholders
in the general meeting instead of to the Board of Directors, whereas
an Audit Committee comprises the non-executive directors of a
company. Apart from this, the Company has complied throughout

the year ended 31st December, 2000 with the Code of Best Practice.

Auditors

The accounts have been audited by PricewaterhouseCoopers, who
retire and being eligible, offer themselves for reappointment.
PricewaterhouseCoopers replaced Price Waterhouse as auditors in
1999 following the merger of Price Waterhouse and Coopers

and Lybrand.

By Order of the Board
Sha Wan-Quan

Chairman

Beijing, PRC

17th April, 2001



