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Dear Shareholders,

I am pleased to present to you the annual report of Beijing North Star Company Limited

for the year ended 31st December 2002.

Continued growth in core operations

The Company took initiatives to adapt to the investment property market during 2002
with continuous growth in both market share and the enlargement of its investment
properties portfolio. Turnover for the year amounted to Rmb289,571,000, representing
an increase of 9.1% from the previous year, operating profit increased by 21.3% to
Rmb110,339,000 operational efficiency of the Company’s property development increased
resulting from the additional recruitment of high caliber staff, strong marketing efforts,
better design quality and strengthened management. The Company achieved a turnover
and profit of Rmb374,785,000 and Rmb17,821,000 respectively from flat sales for the
year. The year 2002 proved to be the most challenging year for the retail operation of the
Company since its inception. In spite of this, the Company successfully attained turnover

of Rmb974,329,000 and an operating profit of Rmb55,748,000, an increase of 0.6%.

Smooth progression in major projects

Preliminary works for the 2008 Beijing Olympic Games started during the year together
with the commencement in the submission of tenders for Olympic projects by international
corporations. After the successful bidding for the construction of the 2008 Olympic Village
for the media, the Company formed a special task force to tender for additional Olympic
projects. Preparation is underway for tendering the Olympic projects. Alliances were formed
with established international conglomerates to bid for Olympic projects, in-depth study
on the technical specification of individual projects and the bidding strategies were in

discussion, laying down a solid foundation for the future success.
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Successful reforms and effective management

During 2002, the Company continued to strengthen its management through distinctive
reforms. A series of measures were introduced on the mode of operation, management
responsibilities, financial control, project operation, human resources and corporate culture
of the Company. Resulting in the improvement of corporate governance and operation

efficiency and increasing the cohesion within the entire corporation.

Active pursuit of development opportunities

Amid the preparation for the forthcoming Olympic Games, we have encountered both
opportunities and challenges. Looking into 2003, the Company will actively pursue
development opportunities and achieve its objectives in different phases by focusing on

the following;

—  ensure the attainment of core operational objectives

—  continue to bid for more Olympic projects

—  accelerate the construction progress of major projects

—  increase the land bank and acquire new projects

—  explore the future development of the retail operation of the Company
—  search for new funding channels

—  continue the internal reform and enhance corporate governance

Last but not least, I would like to express my sincere gratitude to all shareholders and

friends for their care and support of the Company.
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