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Report of the Directors

The Board of Directors is pleased to present to the shareholders their
report together with the audited accounts of the Company and its

subsidiaries (“the Group”) for the year ended 31st December, 2001.

Principal Activities

The Company is principally engaged in property leasing, land and property
development, property investment, provision of food and beverage
services as well as the operation of a hotel and a department store. The
subsidiaries are mainly engaged in the property development and

investment in Beijing, the PRC.

For the year ended 31st December, 2001, the Group’s turnover and
contribution to operating profit/(loss), by principal activities under
accounting principles generally accepted in Hong Kong, are analysed as

follows:

gERN (B8R)

®H¥E  Operating profit/

Turnover (loss)

AREF T AREFT

Rmb’000 Rmb’000

MR T HSHE Properties and land sales 410,905 50,236
B LER Shopping centre operations 1,037,609 55,433
HelA Rental income 265,511 90,957
NS Hotel operations 74,776 13,448

Hib 7% Other operations 67,881 (15,122)

ROBKAR Unallocated cost — (19,771)
Faay Total 1,856,682 175,181

RAASEN S EEREEETN, (BR)
EERAETE - BUIRE REEBIDIED
DIl

Since all the Group's turnover and operating profit/(loss) are derived from

activities in the PRC, no geographical analysis is shown.

TRERBEROBRQTF @ BEIJING NORTH STAR COMPANY LIMITED
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Results and Profit Distribution

The results of the group for the year ended 31st December, 2001, prepared
under accounting principles generally accepted in Hong Kong and its
financial position as at that date are set out on pages 44 to 48 of the

annual report.

Dividend

The Board of Directors recommends the payment of a final dividend of
Rmb0.030 per share for the year ended 31st December 2001, totaling
Rmb56,011,000.

Financial Highlights

The Group’s consolidated results and summaries of assets and liabilities

for the last five years are set out on pages 4 to 5 of the annual report.

Principal Customers and Suppliers

During the year, the Group purchased less than 30% of its goods and
services from its five largest suppliers and sold less than 30% of its goods

and services to its five largest customers.

None of the directors, their associates or any shareholders (which to the
knowledge of the directors owns more than 5% of the Company’s share
capital) had an interest in the major suppliers or customers above-

mentioned.

Fixed Assets

Details of the movements of fixed assets of the Group and the Company

are set out in note 13 to the accounts.

Principal Properties

The summary of principal properties owned by the Group is set out on

pages 96 to 97 of the annual report.
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Reserves
Details of the movements in reserves of the Group and the Company for

the year are set out in note 22 to the accounts.

Purchase, Sale and Redemption of Shares
The Company did not redeem any of its shares during the year. Neither
the Company nor any of its subsidiaries had purchased or sold any of the

Company'’s issued shares during the year.

Executive Directors

LI Yan-Ling Chairman
(Appointed on 13th June, 2001)

SHA Wan-Quan Chairman
(Resigned on 13th June, 2001)

ZHAQ Hui-Zhi Director
LIU Jian-Ping Director
HE Jiang-Chuan Director
ZHANG Lian-Fang Director

Independent Non-Executive Directors

DONG An-Sheng Director
LONG Tao Director
YEUNG Chun-Kam Director
(alias Charles YEUNG and #541))

FU Yiu-Man, Peter Director

Supervisors

SHEN Yi-Shan Chairman
NING Jing-Ying Supervisor
WANG Gang Supervisor

In accordance with the provisions of the Company’s Articles of Association,
all directors and supervisors will retire upon the expiry of their terms at
the date of the annual general meeting of the Company for the year of

2003 and shall be eligible for re-election.

Annual Report 2001 @ BEIJING NORTH STAR COMPANY LIMITED
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The Company has received a letter from Mr. YEUNG Chun-Kam resigning
as an independent non-executive director of the Company and a letter
from Mr. ZHANG Lian-Fang resigning as an executive director of the
Company. Resolutions will be proposed at the forthcoming annual general

meeting of the Company to approve such resignations.

On 25th March, 2002, a general meeting of the representatives of the
staff and workers of the Company approve the resignation of the
representative of Ms. NING Jing-Ying as a supervisor representing the
staff and workers of the Company and elected Mr. LIU Yao-Zhong as a
supervisor representing the staff and workers of the Company to replace

Ms. NING Jing-Ying.

The Company has also received a letter from Mr. WANG Gang resigning
as a supervisor representing the shareholders of the Company and a
written notice from a shareholder of the Company of the intention to
nominate Ms. ZHOU Yan-Rong as candidate for election as a supervisor
representing the shareholders of the Company to replace Mr. WANG
Gang. Resolutions will be proposed at the forthcoming annual general

meeting of the Company to approve such resignation and appointment.

The biographical details of directors, supervisors and senior management

are set out on pages 23 to 26 of the annual report.

Directors’ Emoluments

Details of directors’ emoluments are set out in note 6 to the accounts.

Highest Paid Individuals
During the year, the five individuals with the highest remuneration in the

Group are the Company’s directors.

Management Contracts

Except for the connected transactions as stated in this report, no contracts
concerning the management and administration of the whole or any
substantial part of the business of the Company were entered into or

existed during the year.
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Interests of the Company’s Directors and Supervisors

As at 31st December, 2001, none of the directors, chief executives,
supervisors or their associates or their spouse and children under 18 years
of age had any beneficial interests in the share capital of the Company or
any of its associated companies as defined in the Securities (Disclosure of
Interests) Ordinance and to be recorded in the register required to be
maintained pursuant to Section 29 thereof or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited pursuant
to the Model Code for Securities Transaction by Directors of Listed

Companies.

At no time during the year was the Company, its holding company or
any of its subsidiaries or fellow subsidiaries a party to any arrangement to
enable the directors, chief executives or supervisors of the Company to
acquire benefits by means of acquisitions of shares in or debentures of
the Company or any other body corporate. No rights to subscribe for
equity or debt securities of the Company has been granted by the
Company to, nor have any such rights been exercised by, any person
during the period ended 31st December, 2001 and up to the date of this

report.

Election of Directors and Supervisors

Except the chairman of the Company, the existing members of the
Company’s current directors and supervisors have been re-elected and
approved to be the directors and supervisors for a new term of office in

the annual general meeting held on 15th June, 2000.

Annual Report 2001 @ BEIJING NORTH STAR COMPANY LIMITED
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Share Offering and Listing

Types of shares
Listing place
Offer price
Listing date
Number of issued shares
The highest trading price during the year
The lowest trading price during the year
The opening price on the first
trading day of the year
The closing price on the last
trading day of the year
Total number of shares traded

during the year

Share Capital

H shares

Hong Kong
HK$2.40

14th May, 1997
707,020,000 shares
HK$2.45

HK$0.73

HK$0.78

HK$1.40

3,963,000,000 shares

The Company’s total number of issued shares as at 31st December, 2001

was 1,867,020,000 shares, comprising:

Domestic shares

H Shares

1,160,000,000 Representing 62.131%
707,020,000 Representing 37.869%
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Substantial Shareholders’ Shareholding

The register of substantial shareholders maintained under Section 16(1)
of the Securities (Disclosure of Interests) Ordinance of Hong Kong (“SDI
Ordinance”) shows that as at 31st December, 2001, the Company had
been notified of the following shareholders’ interest, being 10% or more

of the Company’s issued share capital:

(3] Percentage of
¥R 8K Nameof No.of therelevant Percentage of
RRER REGER FRE BALE AHEE  shareholders (Class of shares sharesheld  shareclass  total shares
HFAREE  WER 160,000,000 100.00% 62.13%  Beiing North Star Domestic shares 1,160,000,000 100.00% 62.13%
LN Industrial Group
Company
B Liish - EEERMBEQRMBEMEM  Save as disclosed above, the Board of Directors is not aware of any other

Z E BB RBRERIRIE R TR ER ROIE 1
N (=) BRZBREREZERM LT AR

o

BOTHREEFRBSESERRER
AABR—NANEERABEEHRIR— N
NEFERATHBEEEEBERIMBERA
AIENE FTT - HEEESFHEANRERR)
# B AR 1,730,440,000 °

EEELFBZERNREARTN-ANLE
FRANBETZHREHRAZT [FEHA
Rz ] —WRpr - AEBRIASRESD R
HREMTE -

EZXERREBPEREFR
HIE—ZZ—F+_A=+—0H xEEY
BEMEEERHNTESREE 5
ZHBERSFERROFENETE ZEHER
17 WREEA A RIRA » RAT IR
BEERITEREN B AR AEEE BB R ©

substantial shareholders required to be recorded in the register maintained

under Section 16(1) of the SDI Ordinance.

Use of Proceeds of H Share Issue

The Company issued H shares in May 1997. The H shares commenced
trading on The Stock Exchange of Hong Kong Limited on 14th May,
1997. The net proceeds of the issue (after deducting expenses) amounted

to approximately Rmb1,730,440,000.

The net proceeds have been utilised in accordance with the section headed
“Use of Proceeds” in the Company’s prospectus dated 6th May, 1997.

All the net proceeds from the previous issue have been fully utilised.

Designated Deposits and Due Fixed Deposits

As at 31st December, 2001, the Group had no designated deposits that
were placed with financial institutions in the PRC. All of the Group’s cash
deposits are placed with commercial banks in the PRC and are in
compliance with relevant laws and regulations. The Group has not
experienced any incident of not being able to withdraw bank deposits

when due.

Annual Report 2001 @ BEIJING NORTH STAR COMPANY LIMITED
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Staff Retirement Scheme
Details of the Group’s staff retirement scheme are set out in note 8 to the

accounts.

Staff Housing Quarters
During the year, the Company did not provide any housing quarters to its

staff.

Interests of Directors and Supervisors in Contracts

Apart from service contracts, in relations 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.

Connected Transactions

During the year ended 2001, the Company carried out the following
business transactions with its controlling shareholders, 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
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facilities properties of the Group (" Asian Games Village Properties”)
are situated. The land has a site area of approximately 195,000
sgquare metres 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, 2001 was
Rmb15,000,000 per annum and has been fully settled by 1st
December, 2001.

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.

Annual Report 2001 @ BEIJING NORTH STAR COMPANY LIMITED
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During the year ended 31st December, 2001 the Group and BNS

Group Company received and paid the following amounts

respectively in respect of the Miscellaneous Services Agreement:

Principal services provided by BNS Group Company to the

#ER ¢ Group:
ARY
BETT
Pricing  Gross Amount
EEEE Basis Rmb000
2 Heating BlIX (B State Price 15,800
Rz Security services MHE Market Price 964
il Transport services KAE Cost 269
@5t Total 17,033

AEERBTFLEREEATNEER

Principal services provided by the Group to BNS Group

%1ER - Company:
AR
HETT
Pricing  Gross Amount
EEEE Basis Rmb’000
=4 Electricity THIE(E Market Price 124
e Television THIEE Market Price 3
T Telephone T E Market Price 21
“sEt Total 148

B EXBEES - ARREIEREE

Save as disclosed above, there are no discloseable transactions
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between the Company and BNS Group Company.

Bank Loans and Other Borrowings
As at 31st December, 2001, the bank loans and other borrowings of the

Group are set out in note 20 to the accounts.



BriEER

Pre-emptive Rights

REARRNERREMEAR - WEIBTEA  There are no provisions for pre-emptive rights under the Company’s articles
NEIBITHREALEEAREIZEISMRE  and related laws which oblige the Company to offer new shares on pro-

EREHK -
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rata basis to existing shareholders.

Subsidiaries

AARSETEMBARZFMERSENE T  Details of the Company’s subsidiaries are set out in note 14 to the accounts.
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Major Litigation
HPHEIE o The Group did not engage in any litigation or arbitration of material

importance during the year.

2R -FURFER_TZTTFHRFE  Results of Operations

Comparison of Financial Year 2001 to Financial Year 2000:

—EE—-F

[ gt 3-3-%: 3
R (FE)
Increase/
(decrease) when
compared to

—BE-F —E2EEF 2000
BB AR®TT Currency: Rmb’000 2001 2000 (%)
BT Turnover 1,856,682 1,952,090 (4.9)
% B FE AR 3 Profit attributable to shareholders 212,768 158,443 34.3
DERRA] : Segment results:
YN T EHE Properties and land sales 50,236 (20,605) 343.8
YR Shopping center operations 55,433 40,897 355
el A Rental income 90,957 100,937 (9.9)
B IE TS Hotel operations 13,448 9,285 44.8
H b %7 Other operations (15,122) 5,503 (374.8)
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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 applicable to the
Group 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 profit attributable to 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 of 33%.

Financial Resources and Liquidity

At 31st December, 2001, the shareholders’ funds of the Group showed
an increase of 4.51% from that of 31st December, 2000.

The Group’s net borrowing as at the end of the financial year of 2001
was recorded at Rmb361,049,000 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 Rmb2,999,552,000,
whereas the Group's current liabilities amounted to Rmb1,684,847,000.
As at 31st December, 2001, cash at bank and on hand amounted to

Rmb1,608,151,000.
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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 control 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, 2001 with the Code of Best Practice.

Auditors

The accounts have been audited by PricewaterhouseCoopers, who retire

and being eligible, offer themselves for reappointment.

By Order of the Board

Li Yan-ling

Chairman

Beijing, PRC
25th March, 2002
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