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Turnover was Rmb 798,062,000, a 8.5% decrease over the same period of last year

LEER/ARKE 798,062,000 7T - REFEH T 85%

Operating profit was Rmb 154,851,000, a 42.1% increase over the same period of last year

1R Hw T A AR 154,851,000 7T WEFREA_LET 42.1%

Profit attributable to shareholders was Rmb 100,855,000, recording a 28% increase over the same
period of last year

AR FE (3 A A ¥ 100,855,000 7T @ BEFRE_EF 28%

Basic earnings per share was Rmb 0.054, compared to Rmb 0.042 of basic earnings per share in the
same period of last year

BREXBN /AR 0.054 T - EFARERERENBARE 0.0427T

The Board of Directors has resolved not to declare any interim dividend (six months ended 30th June
2002: nil)
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Beijing North Star Company Limited

The Board of Directors of Beijing North Star Company Limited (the “Company”) is pleased to announce the
unaudited interim results of the Company and its subsidiaries (collectively the “Group”) for the six months ended

30th June 2003 as set out below:

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the six months ended 30th June 2003

Turnover
Cost of sales

Gross profit

Other operating income
Operating costs
Administrative expenses

Operating profit
Net finance income

Share of loss of a jointly controlled entity

Profit before taxation
Taxation

Profit after taxation
Minority interests

Profit attributable to shareholders

Note

~

2002 final dividend paid of Rmb0.030 per share
(2001 final dividend paid: Rmb0.030 per share) 7

20083 interim, proposed of Rmb nil per share

(2002 interim, proposed of Rmb nil per share)

Basic earnings per share

2003 Interim Report

(Unaudited)
Six months ended 30th June

As restated

2003 2002
Rmb’000 Rmb’000
798,062 871,844
(5637,302) (589,038)
260,760 282,806
73,484 —
(102,743) (91,683)
(76,650) (82,155)
154,851 108,968
7,439 15,218
(1,483) (1,393)
160,807 122,793
(54,292) (42,790)
106,515 80,003
(5,660) (1,196)
100,855 78,807
56,011 56,011

Rmb0.054 Rmb0.042
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Beijing North Star Company Limited

CONDENSED CONSOLIDATED BALANCE SHEET
As at 30th June 2003

Note

Properties, plant and equipment 9
Investment in a jointly controlled entity
Deferred tax assets

Current assets
Inventories
Land and properties under development for sale
Trade and other receivables 10
Bank balances and cash

Current liabilities
Trade and other payables 11
Taxation payable
Bank loan 12

Net current assets

Total assets less current liabilities

Financed by:

Share capital 13
Reserves

Proposed dividend 7

Shareholders’ funds

Minority interests
Deferred tax liabilities

2003 Interim Report

(Unaudited)
30th June
2003
Rmb’000

4,460,594

237,665
1,082,748
169,435
786,398

2,276,246

1,199,672
20,505
140,000

1,360,177

5,399,212

1,867,020
2,905,570

4,772,590
142,651
483,971

5,399,212

As restated
31st December
2002

Rmb’000

4,253,906

377,561
877,761
155,368
1,108,413

2,519,103

1,309,191
14,604
140,000

1,463,795

5,335,266

1,867,020
2,804,715
56,011

4,727,746
136,991
470,529

5,335,266
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4,460,594

237,665
1,082,748
169,435
786,398

2,276,246

1,199,672
20,505
140,000

1,360,177

5,399,212

1,867,020
2,905,570

4,772,590
142,651
483,971

5,399,212

377,561
877,761
155,368
1,108,413

2,619,103

1,309,191
14,604
140,000

1,463,795

5,335,266

1,867,020
2,804,715
56,011

4,727,746
136,991
470,529

5,335,266




Beijing North Star Company Limited

CONDENSED CONSOLIDATED CASH FLOW STATEMENT
For the six months ended 30th June 2003

Net cash (outfolw)/inflow from operating activities
Net cash used in investing activities

Net cash used in financing activities

Decrease in cash and cash equivalents

Cash and cash equivalents at 1st January

Cash and cash equivalents at 30th June

Analysis of balances of cash and cash equivalents:

- Bank balances and cash

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
For the six months ended 30th June 2003

(Unaudited)

Investment Hotel
Share Capital  properties  properties  Statutory
capital reserve  revaluation  revaluation reserve fund

Rmb'000 Rmb'000 Rmb’000 Rmb’000 Rmb'000

At 1st January 2003,

as previously reported 1,867,020 1,506,849 762,653 26,717 121,592
Changes in accounting policy

- provision for net deferred

(Unaudited)
Six months ended 30th June
2003 2002
Rmb’000 Rmb’000
(118,679) 12,650
(106,793) (77,315)
(96,543) (136,853)
(322,015) (201,518)
1,108,413 1,608,151
786,398 1,406,633
786,398 1,406,633
EQUITY
Statutory
public Discretionary Retained
benefit fund  reserve fund earnings Total

Rmb’000 Rmb’000

109,568 97527

Rmb'000 Rmb'000

697,454 5,189,380

tax liabilities (Note 1) — — (251,675) (8,817) — - — (201,142) (461,634)
At 1st January 2003, as restated 1,867,020 1,506,849 510,978 17,900 121,592 109,568 97,527 496,312 4,727,746
Profit attributable to shareholders
for the period - - — - — — - 100,855 100,855

2002 final dividend paid — — — — _

(56,011) (66,011)

At 30th June 2003 1,867,020 1,506,849 510,978 17,900 121,592 109,568 97,627 541,156 4,772,590
At 1st January 2002,
as previously reported 1,867,020 1,506,849 708,653 25,898 111,058 99,168 87,271 627,665 5,033,582
Changes in accounting policy
- provision for net deferred
tax liabilities (Note 1) — — (233,855) (8,546) — — — (174,144) (416,545)
At 1st January 2002, as restated 1,867,020 1,506,849 474,798 17,352 111,058 99,168 87,271 453,521 4,617,037
Profit attributable to
shareholders for the period 92,498 92,498
Changes in accounting policy
- provision for net deferred
tax liabilities (Note 1) (13,691) (13,691)
Profit attributable to shareholders
for the period, as restated 78,807 78,807
2001 final dividend paid (56,011) (56,011)
At 30th June 2002 1,867,020 1,506,849 474,798 17,352 111,058 99,168 87,271 476,317 4,639,833

2003 Interim Report



tTRIEREXRGARLA

RGeS ERER
HE-_ZZ=-FA=Z+HLA~EA
(RE&ERZ)
BZERA=THLAKAEA
—EE=HF T F
ARETF AR T 5 .
WREB RS RE) RN FE (118,679) 12,650 E
REZHZHES AL F8E (106,793) (77,315)
MEFH 2R RH FE (96,543) (136,853)
REFBFEMZR D (322,015) (201,518)
R—A—BZRERBESEFEDY 1,108,413 1,608,151
RAAZ+THZEEAREEEY 786,398 1,406,633
ReLBECcSEMHRBERIE
- RERRTERBE 786,398 1,406,633
HRRSREREEHER
HEz_ZTZ=FSA=+HWL AR
KB
RENE EEUE
BA  BRAR EfifE EfHE ITABEE ETAEE AELAEE  REEA Bt
ARETTE AREBTLE ARMTI ARMTT ARETT ARETT ARETT AR®TT ARETR
“EE=f-R-R"

MA2H 1,867,020 1,506,849 762,653 26,717 121,592 109,568 97,527 697,454 5,189,380
FHEHHBEZEE

-EEBEFRE (M) - — (251,675) (8,817) — - — (201,142)  (461,634)
“ZF=f-R-RA"

ENFITNGE 1,867,020 1,506,849 510,978 17,900 121,692 109,568 97,527 496,312 4,727,746
ABREREERF - - — - - — — 100,855 100,855
ZETZFRBRRE - — — — — — — (56,011) (56,011)
“EE-EXA=1A 1,867,020 1,506,849 510,978 17,900 121,592 109,568 97,527 541,156 4,772,590
—22=4-A-8-

MA 2R 1,867,020 1,506,849 708,653 25,898 111,058 99,168 87,271 627,665 5,033,582
FMEHHEZEE

-EEBEFEE (M) - — (233,855) (8,546) — - — (174,144)  (416,545)
—22=4-A-H-

BN RNEE 1,867,020 1,506,849 474,798 17,352 111,058 99,168 87,271 453521 4,617,037
Mﬁﬂxﬁr EM‘J 92,498 92,498

FheHgRzE

—aEURIEaa%ﬁ(Wst) (13,691) (13,691)
KERREEER

EFITNEE 78,807 78,807
—ET-ERPRERE (56,011) (56,011)
—ET-FRAZ+H 1,867,020 1,506,849 474,798 17,352 111,058 99,168 87,271 476317 4,639,833

—EFE=FHHRE



Beijing North Star Company Limited

NOTES TO THE CONDENSED INTERIM ACCOUNTS

1

BASIS OF PREPARATION AND ACCOUNTING POLICIES

These unaudited consolidated condensed interim accounts are prepared in accordance with Hong Kong
Statement of Standard Accounting Practice (“SSAP") 25 - Interim financial reporting, issued by the Hong
Kong Society of Accountants (the “HKSA") and Appendix 16 of the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited (“the Listing Rules”).

These condensed interim accounts should be read in conjunction with the 2002 annual accounts.

The accounting policies and methods of computation used in the preparation of these condensed interim
accounts are consistent with those used in the annual accounts for the year ended 31st December 2002,
except that the Group has adopted the SSAP 12 (revised) “Income Taxes” issued by the HKSA which is
effective for accounting periods commencing on or after 1st January 2003. The effect to the Group arising
from the adoption of this revised SSAP is set out as below:

Deferred taxation is provided in full, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the accounts. Taxation rates enacted or
substantively enacted by the balance sheet date are used to determine deferred taxation.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred taxation is provided on temporary differences arising on investments in subsidiaries and joint
ventures, except where the timing of the reversal of the temporary difference can be controlled and it is
probable that the temporary difference will not reverse in the foreseeable future.

In prior year, deferred taxation was accounted for at the current taxation rate in respect of timing differences
between profit as computed for taxation purposes and profit as stated in the accounts to the extent that a
liability or an asset was expected to be payable or recoverable in the foreseeable future. The adoption of the
revised SSAP 12 represents a change in accounting policy, which has been applied retrospectively so that the
comparatives presented have been restated to conform to the changed policy.

As detailed in the Condensed Consolidated Statement of Changes in Equity, opening retained earnings at 1st
January, 2003 has been reduced by Rmb201,142,000 (2002: Rmb174,144,000), which represent the
unprovided net deferred tax liabilities. This change has resulted in an increase in deferred tax assets and
deferred tax liabilities at 31st December 2002 by Rmb8,895,000 and Rmb 210,037,000 respectively (31st
December 2001: Rmb7,835,000 and Rmb181,979,000 respectively). The profit for the six months ended
30th June 2002 has been reduced by Rmb13,691,000. The balances on the Group's investment properties
revaluation reserve and hotel properties revaluation reserve at 1st January 2003 have been reduced by
Rmb251,675,000 (2002: Rmb233,855,000) and Rmb8,817,000 (2002: Rmb8,546,000), respectively, which
represented the unprovided deferred tax liabilities.

TURNOVER AND SEGMENT INFORMATION

The Group is principally engaged in property development and sales, land development and sales, investment
property operations, shopping centre operations, hotel operations, restaurant and recreation operations, and
the provision of property management.

Turnover represents sales and provisions of services, net of sales tax, made by the Group to third parties in
the People’s Republic of China (the “PRC").

2003 Interim Report
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Beijing North Star Company Limited

TURNOVER AND SEGMENT INFORMATION (CONTINUED)

The Group operates, in the PRC, with four main business segments:

° Properties and land sales

° Shopping centre operations
o Rental income

o Hotel operations

Other operations of the Group mainly comprise property management, restaurant and recreation operations,
none of which are of a sufficient size to be reported separately.

There are no sales or other transactions between the business segments.

Since all the Group’s turnover and operating profit/(loss) are derived from activities in the PRC, no
geographical analysis is shown.

An analysis of the Group's turnover and contribution to operating profit/{loss) for the period by principal
activities is as follows:
Six months ended 30th June 2003

Shopping
Properties and centre Rental Hotel Other
land sales operations income operations operations Group

Rmb’'000  Rmb'000  Rmb’000  Rmb’000  Rmb’000  Rmb’000

Turnover 190,763 441,530 129,904 14,716 21,149 798,062
Segment results 37,824 23,862 46,522 (5,525) (4,565) 98,118
Other operating income 73,484
Unallocated costs (16,751)
Operating profit 154,851
Net finance income 7,439

Share of loss of a jointly

controlled entity (1,483)
Profit before taxation 160,807
Taxation (54,292)
Profit after taxation 106,515
Minority interests (5,660)
Profit attributable to shareholders 100,855

2003 Interim Report
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Beijing North Star Company Limited

TURNOVER AND SEGMENT INFORMATION (CONTINUED)

Turnover
Segment results

Other operating income
Unallocated costs

Operating profit

Net finance income

Share of loss of a jointly
controlled entity

Profit before taxation
Taxation

Porfit after taxation
Minority interests

Profit attributable to shareholders

Six months ended 30th June 2002

Shopping As
Properties and centre Rental Hotel Other restated
land sales operations income operations operations Group

Rmb’'000  Rmb'000  Rmb’000  Rmb’000  Rmb’000  Rmb’000

120,798 563,281 138,163 31,407 18,195 871,844

25,178 35,113 60,497 1,813 (4,451) 118,150

(9,182)

108,968
15,218

(1,393)

122,793
(42,790)

80,003
(1,196)

78,807

COMPENSATION FOR RELOCATION

Pursuant to the “Monetary Compensation Agreement regarding the relocation of Non-residential Properties
in the Stadium Area for the 27th Olympic Games” entered into between the Company and the Beijing Land
Reserve Centre under the Beijing Municipal People’s Government (the “Government”) in May 2003, certain
land occupied by certain Group's operating units has been returned to the Government for use of the
Olympic Games. A compensation for relocation of Rmb91,408,000 has been received by the Company.

The compensation reflected in the profit and loss account during the Period is net of the net book value of
the related land use rights and buildings, developments and structures of Rmb15,724,000 and provision for
relocation costs of Rmb2,200,000.

OPERATING PROFIT

Operating profit is stated after crediting and charging the following:

Crediting:

Write back of net provision of trade

and other receivables

Charging:
Depreciation

Six months ended 30th June
2003 2002
Rmb’000 Rmb’000
9,146 18

15,757 15,290

2003 Interim Report
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Beijing North Star Company Limited

NET FINANCE INCOME

Interest income
- bank deposits
- a third party customer

Total interest income

Interest expenses
- amount due to the holding company
- bank loan

Total interest expenses

Less: amount capitalised in land and properties
under development for sales

Net finance income

TAXATION

Six months ended 30th June

2003
Rmb’000

7,439

2002
Rmb’000

14,490
728

No Hong Kong profits tax has been provided as the Group has no taxable profit in Hong Kong for the period
(six months ended 30th June, 2002: Nil). The Group is subject to PRC income tax at 33% (six months ended

30th June 2002: 33%) on its taxable profit.

PRC income tax
Deferred taxation

DIVIDENDS

2002 final dividend, paid, of Rmb0.030 (2001 final paid:
Rmb0.030) per share

2003 interim, proposed of Rmb nil per share
(2002 interim, proposed of Rmb nil per share)

Six months ended 30th June

2003
Rmb’000

38,830
15,462

54,292

As restated
2002
Rmb'000

30,073
12,717

42,790

Six months ended 30th June

2003
Rmb’000

56,011

2002
Rmb’000

56,011

At a meeting held on 25th March 2003, the Board of Directors proposed a final dividend of Rmb0.030 per
share for the year ended 31st December 2002, which was paid on 13th June 2003 and has been reflected as
an appropriation of retained earnings for the six months ended 30th June 2003.

The Board of Directors has resolved not to declare any interim dividend in respect of the six months ended

30th June 2003 (six months ended 30th June 2002: nil).
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Beijing North Star Company Limited

EARNINGS PER SHARE
The Company has no dilutive potential ordinary shares as at 30th June 2003 and 2002.

The calculation of basic earnings per share is based on the Group's profit attributable to shareholders for the
six months ended 30th June 2003 of Rmb100,855,000 (six months ended 30th June 2002: Rmb78,807,000,
as restated) and 1,867,020,000 shares (six months ended 30th June 2002: 1,867,020,000 shares) in issue
during the period.

CAPITAL EXPENDITURE
Properties, plant and equipment

30th June 31st December
2003 2002
Rmb'000 Rmb’'000
Opening net book amount 4,253,906 3,859,722
Additions 238,899 617,593
Disposals/transfers (16,454) (184,873)
Depreciation (15,757) (38,536)

Closing net book amount 4,460,594 4,253,906

TRADE AND OTHER RECEIVABLES

Included in trade and other receivables are trade debtors and their ageing analysis is as follows:

30th June 31st December

2003 2002

Rmb'000 Rmb’'000

Within half year 13,247 10,139
Over half year and within one year 8,192 21,914
Over one year 18,480 11,783

Total 39,919 43,836

The credit terms granted to the customers are set out in the sale and purchase agreements and vary from
agreements.

TRADE AND OTHER PAYABLES

Included in trade and other payables are trade payables and their ageing analysis is as follows:

30th June 31st December

2003 2002

Rmb'000 Rmb’000

Within half year 88,473 97,140
Over half year and within one year 10,077 10,091
Over one year 21,524 18,326

Total 120,074 125,557

BANK LOAN

As at 30th June 2003 and 31st December 2002, the Group's revolving unsecured bank loan of
Rmb140,000,000 is repayable within one year.
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Beijing North Star Company Limited

13  SHARE CAPITAL

30th June 31st December
2003 2002
Rmb’000 Rmb’000
Registered, issued and fully paid:
1,160,000,000 Domestic shares of Rmb1.00 each 1,160,000 1,160,000
707,020,000 H shares of Rmb1.00 each 707,020 707,020
1,867,020 1,867,020
The Domestic shares and H shares are ranked pari passu in all respects.
14 COMMITMENTS
(a) Capital commitments in respect of investment properties/properties under development, construction
in progress and purchase of equipment and machinery:
30th June 31st December
2003 2002
Rmb’000 Rmb’000
Authorised but not contracted for 1,077,728 1,077,912
Contracted but not provided for 949 108,784
1,078,677 1,186,696
(b) Capital commitments in respect of development costs attributable to land and properties under
development for sale:
30th June 31st December
2003 2002
Rmb’000 Rmb’000
Authorised but not contracted for 2,315,462 2,187,981
Contracted but not provided for 925,484 391,292

3,240,946

2,679,273

(c) At 30th June 2003 and 31st December 2002, the Group had future aggregate minimum rental

receivables and payments under non-cancellable operating leases as follows:

Rental receivables
- not later than one year
- later than one year and not later than five years
- later than five years

Rental payables
- not later than one year
- later than one year and not later than five years
- later than five years
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30th June
2003
Rmb’000

127,253
67,209
5,026

15,000
60,000

442,500

31st December
2002
Rmb’'000

96,079
57,878
6,694

15,000
60,000
450,000
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Beijing North Star Company Limited

RELATED PARTY TRANSACTIONS

The following is a summary of significant related party transactions entered into by the Group which were
carried out in the normal course of the Group's business during the period:

Six months ended 30th June

2003 2002
Rmb’000 Rmb’000
Transactions with the Holding Company
- assignment of the rights
and interest in a loan (note a) 75,146 —
- interest expense (note a) — 1,627
- operating lease payment for land (note b) 7,500 7,500
- a short term loan (note c) 53,771 —
Transactions with fellow subsidiaries
- heating fees paid to At/RE I (note d) 8,910 7,000
- design and installation charge paid to LR BZEEH L (note e) 850 2,991

Notes:

(a) Interest had been accrued on a loan in the principal sum of RMB50,000,000 to Beijing Jiang Zhuang Hu Property
Co., Limited , a subsidiary of the Company, from Beijing North Star Industrial Group Company (the “Holding
Company”) at the prevailing market rate. In January 2003, Beijing North Star Real Estate Development Company
Limited ("BNSRE") , a subsidiary of the Company entered into a deed of assignment with the Holding Company
whereby the Holding Company’s rights and interest in the said loan was assigned to BNSRE for a cash
consideration of Rmb75,145,750 (including the principal sum of Rmb50,000,000).

(b) The Company has entered into a lease agreement with the Holding Company for certain land of the investment
properties, hotel property and buildings of the Company. According to the agreement, the rental for the six
months ended 30th June 2003 was Rmb7,500,000 (six months ended 30th June 2002: Rmb7,500,000).

(c) On 13th May 2003, a short term loan has been provided to the Holding Company with an amount of
Rmb53,771,000. On 30th June 2003, the Holding Company repaid Rmb 13,300,000 and the remaining
Rmb40,531,000 was repaid on 21st July 2003. The loan was an interest free loan due to its short term in nature.

(d) The Company has entered into a miscellaneous services agreement, dated 11th April 1997, with the Holding
Company whereby the Holding Company agreed to provide certain services to the Company. The details of these
services and pricing basis are as follows:

Price basis
Security services Market Price
Transport services Cost
Maintenance of roads and open park Cost
Heating State Price
These arrangements (other than maintenance of roads and open park 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.

(e) The Company has entered into supply contracts for residential area automatic car park garage equipment and

technology with a company controlled by the Holding Company. According to the contracts, the design and
installation charges paid amounted to Rmb850,000.
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Beijing North Star Company Limited

REVIEW OF OPERATIONS

Operating Environment

Despite a jump-start in the first half of 2003, Beijing’s economy suffered a heavy blow from the Severe Acute
Respiratory Syndrome (“SARS") in the second quarter. As highlighted by the Acting Major of Beijing Mr. Wang Qishan
on the Fifth Plenary Session of the Ninth Beijing Municipal Party Committee, there was a decline of 1.7% and 6.8% in
the economic growth rate in each of April and May respectively. Bearing most of the brunt, the tertiary industry lost a
total of Rmb1,740,000,000, resulting in a marginal growth of 0.1%. The Municipal Government estimated that under
the impact of SARS, annual growth rate of Beijing’s economy was diminished by approximately 1.5%.

Business Review

The various operations of the Company had a promising start in the first quarter of the year, but have suffered, to various
extents, the outbreak of SARS since April. The impact on investment properties was particularly severe. Both the
occupancy rate and rentals of Beijing Continental Grand Hotel dropped sharply in April and May with the cancellation of
67 tour bookings. The conferences and exhibitions scheduled in April and May at the Beijing International Convention
Centre were cancelled, leading to a 55% decrease in revenue from conference services as compared with the
corresponding period of the previous year. While the average occupancy rate of the apartments experienced a significant
plunge compared with the corresponding period of the previous year, rentals remained relatively stable. Against this
gloomy background, office properties maintained their outstanding performance. Hui Bin Office in particular attained
growth in both rentals and occupancy rate during the first half of the year.

During the first half of the year, the supermarket, situated on the ground floor of Bei Chen Shopping Centre
underwent renovation and reconstruction. Under the dual impact of reduced operating area and the onslaught of
SARS, the number of customers suffered a sharp decline. Consequently, turnover fell to the lowest in May, 35%
less than that of the corresponding period in the previous year. However, through a series of proactive and effective
sales initiatives, such as replenishing supplies, expanding product mix, creating a carefree shopping environment and
boosting the customers’ number of purchases per visit, Bei Chen Shopping Centre managed to remain at the
forefront among the other retail businesses in Beijing with a half-yearly turnover of Rmb441,530,000.

The development properties was also affected by SARS. Sales offices of various properties saw a sharp decrease in
the number of visitors during April and May, with a reduction in average sales from 1.1 units to 0.6 unit. Despite an
unfavourable environment, a total floor area of 33,108 square metres were sold between January and June,
representing an increase of 140% from the corresponding period of the previous year. More than 10,000 square
metres of floor area of Blocks D to G of Green Garden Il have been sold since its launch on 8th March. During the
outbreak of SARS, a series of isolation measures were introduced at the construction sites which caused delays in the
arrival of construction materials. Despite such challenges, the Company endeavoured to progress according to
schedule thus managed to commence or resume construction on an aggregate of approximately 600,000 square
metres during the first half of the year. Amongst the projects, the construction of approximately 500,000 square metres
of Green Garden has commenced or resumed, while new construction has commenced on approximately 110,000
square metres. The construction of over 40,000 square metres of Eastern Suburban Project (Chang Dao Lan Qiao (£
E#18)) has commenced or resumed, and 53 blocks of duplex villas with a total of 118 units were topped out. The
sales launched on 28th June was well received. As for Jiang Zhuang Hu Garden Villas, the construction of over 30,000
square metres has commenced or resumed in the first half of 2003, and a total of 30 blocks were completed. During
the first half of the year, after comparison and selection, the Company acquired the development rights of a residential
project located at the shore of Wenyu River (&150177), with a total gross floor area of over 200,000 square metres.

During the first half of the year, the Company confronted the challenges from SARS with unity and composure. Beijing
Continental Grand Hotel and Beijing International Convention Centre closed certain rooms, restaurants and conference
rooms temporarily to undergo redevelopment in early May. The Company exercised stringent cost control and
introduced proactive sales promotions to minimise the losses arising from the outbreak of SARS. With SARS coming
under control in June, the various operations of the Company was back on track. Sales generated from the Shopping
Center rebounded in June, and there was a significant rise in the occupancy rates of Hui Yuan International Apartment
and Hui Yuan Apartment. Since the lifting of the travel advisory towards Beijing by World Health Organization, 12
conferences of various scales have taken place at the Beijing International Convention Centre. Sales of development
properties have also increased with an average of 1.5 units sold per day in each of June and July.

During the first half of the year, the Company revised and improved the construction plan for Bei Cheng Building. Preparation
work such as application for official approvals, surveying and environmental assessment have been completed. The
Company's plan for issue of A shares progressed according to schedule, with the related resolutions passed at the Annual
General Meeting, Extraordinary General Meeting and Class Meeting of the Holders of H Shares held on 20th May 2003. In
addition, the consortium formed by the Company and certain investment partners has successfully entered the second
round of bidding for the Olympics Games projects and preparation for the second round bidding has commenced.
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Beijing North Star Company Limited

OUTLOOK FOR THE SECOND HALF OF THE YEAR

Market Conditions

The outbreak of SARS has to a certain extent affected Beijing's economic growth for the year. Nevertheless, the
capital’s rapid momentum of economic development remained intact. With the effect of SARS fading since June, and
now that the travel advisory has been lifted and the city is removed from the list of SARS affected areas, Beijing's
economic recovery is gathering momentum. According to the forecast of the Beijing Municipal Government, Beijing
may be able to maintain growth in its gross domestic product at a rate of 9% to 10% for the year.

Being an international metropolis, Beijing has been a centre for business and property investment for both domestic
and foreign investors. After the outbreak of SARS, it is believed that the Beijing’s public hygiene, environment and
contingency support will be improved, thus enhancing the intrinsic value of property investments. As for the
purchase of residential properties, the outbreak of SARS incident has accelerated the potential home buyers to make
purchases of properties earlier so as to improve their living standards. On the policy side, the promulgation of the
Public Land Transaction Policy (+H#AFR ZEEE) and the People’s Bank of China's tightening of the housing
loan policy have raised the entry barrier of the properties market. Nevertheless, this will facilitate the control of the
overall supply of commodity houses and help maintain the stability of property prices. This is undoubtedly beneficial
for developers with good financial standings.

Focuses in the second half of the year

As a result of the prompt control of SARS and the series of sales promotional measures of the Company, the
operations of the Company have been back on track since June. The Company will forge ahead with its business
activities in the second half of the year, with the major focuses as follows:

Redevelopment of investment properties:

The redevelopment of the East Wing of Beijing Continental Grand Hotel was completed. The trial opening of
Continental Crowne Plaza (FEMEE M/ HE/E) is scheduled for August. The West Wing of Beijing Continental
Grand Hotel has been closed since 10th May, pending system reconstruction which is expected to be completed
within the third quarter. The partial redevelopment of Beijing International Convention Centre will be completed by
the end of August, while Block B of the Asian Games Village Hotel (2238 4&£E) which was converted from Block
B of Hui Yuan International Apartment was launched into operation in July.

Development properties:

The Company will speed up its effort for the construction and sales of property in the second half of the year.
Construction of another 90,000 square metres of Green Garden will commence with the sale of the new units of
Green Garden Phase |l totalling a floor area of 28,000 square metres commenced in July. Sales of the 30 blocks of
Jiang Zhuang Hu Garden Villas will be launched for sale in September and the construction of over 10,000 square
metres will continue in the second half of 2003. 68,000 square metres of the Chang Dao Lan Qiao project (K&/F1EHE
B ) will commence construction in the second half of the year. As for Bei Cheng Building, efforts will be made to
obtain all necessary approvals during the year in order for the commencement of construction as early as possible.

The bidding results of the Olympics Games projects will be announced shortly in the second half of the year. To this
end, the Company will continue its efforts in securing a successful bid. In addition, it will proceed with the issue of
it's A shares as scheduled.

During the first half of the year, the Company’s management was decisive and proactive in facing the tough
challenges caused by the outbreak of SARS. In the coming half-year, the Group is confident to turn adversity into
driving force, as the Group stride forth to minimize impact of SARS.

DISCUSSION AND ANALYSIS OF THE GROUP’'S PERFORMANCE

Financial Resources and Cash Flow Situation

Shareholders' interest as at 30th June 2003 increased by 0.95% compared with that as at 31st December 2002. This increase
was mainly due to the aggregate profit attributable to shareholders for the period amounted to Rmb100,855,000.

Net borrowings of the Group as at 30th June 2003 amounted to Rmb140,000,000, which were mainly advanced by
the bank. The Group's current assets were mainly bank deposits and cash, land held for sale and properties under
development, which amounted to Rmb2,276,246,000, whereas current liabilities amounted to Rmb1,360,177,000.
As at 30th June 2003, balance of bank deposits and cash amounted to Rmb786,398,000.

As at 30th June 2003, no assets had been pledged by the Group as security and the gearing ratio of the Group was
28.5%. The Group did not have any significant contingent liabilities, nor did it hedge against any exchange rate risks.
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Beijing North Star Company Limited

COMPARISON OF OPERATING RESULTS

Comparison of the six months ended 30th June 2003 over the corresponding period of the previous
year

The Group's turnover for the six months ended 30th June 2003 was approximately Rmb789,062,000, a decrease of
approximately 8.5% over the corresponding period of the previous year. The decrease in turnover is mainly attributed
to the decline of turnover from shopping centre, hotels and apartment due to the outbreak of SARS.

Operating profit of the Group for the six months ended 30th June 2003 was approximately Rmb154,851,000, an
increase of approximately 42.1% over the corresponding period of the previous year. This is mainly attributed to the
inclusion in the current profit and loss account a relocation compensation of approximately RMB73,484,000 arising
from the requisition of land for the Olympics. Profit attributable to shareholders was approximately Rmb100,855,000,
representing an increase of 28.0% over the corresponding period of the previous year, owing to an increase in
operating profit.

Sales of land and properties recorded a turnover of Rmb190,763,000, representing an increase of 57.9% over the
corresponding period of the previous year. This is mainly attributed to the outstanding sales performance of new
projects during the end of 2002 and early 2003. The increase in operating profit is mainly due to an increase in
turnover of land sales and property sales.

The rental income of investment properties for the six months ended 30th June 2003 was Rmb129,904,000,
representing a decrease of 6.0% compared to the corresponding period in the previous year.

During the Period, the shopping centre recorded a turnover of Rmb441,530,000, representing a decrease of 21.6%
over the corresponding period of the previous year.

SHARE CAPITAL AND SHAREHOLDERS

Share Capital

The Company'’s total registered capital as at 30th June 2003 was 1,867,020,000 shares in issue, comprising:

Domestic shares 1,160,000,000 shares representing 62.131%
H shares 707,020,000 shares  representing 37.869%

Shareholdings of Substantial Shareholders

As at 30th June 2003, the following person had 5% or more interests in the shares of the Company as recorded on
the register of interests in shares and short positions required to be kept under Section 336 of Part XV of the
Securities and Futures Ordinance:

Percentage
of the Percentage of
Nature of Class of Number of relevant class total share
Name of shareholder interest Capacity shares share held of shares capital
Beijing North Star Corporate Benefical  Domestic  1,160,000,000 100.00% 62.131%
Industrial Group interest owner shares
Company

INTERESTS OF DIRECTORS AND SUPERVISORS OF THE COMPANY

As at 30 June 2003, none of the directors, supervisors, chief executives of the Company and their associates had
any interests or short positions in the shares, underlying shares or debentures of the Company and its associated
corporations (within the meaning of Section XV of the Securities and Futures Ordinance) as recorded in the register
required to be kept under Section 352 of the Securities and Futures Ordinance, or otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited pursuant to the Divisions 7 and 8 of the Securities and
Futures Ordinance or Model Code for Securities Transactions by Directors of Listed Companies. None of the
directors, supervisors, chief executives, or their associates had been granted or had exercised any such rights during
the six months ended 30th June 20083.
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Beijing North Star Company Limited

CODE OF BEST PRACTICE

The directors of the Company 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 the general meeting of shareholders and one is elected and removed by the staff and
workers of the Company through democratic election, and reports to the shareholders in the general meeting
instead of to the Board, whereas an Audit Committee comprises the non-executive directors of a company. As at the
Annual General Meeting which was held on 20th May this year, the shareholders passed a special resolution
approving the Company to establish the Audit Committee subject to the proposed amendments of the Articles of
Association of the Company becoming effective and authorising the Board to approve and adopt such rules and
procedures of the meeting of the Audit Committee as it may think fit. Apart from this, none of the directors of the
Company is aware of any information that would reasonably indicate that the Company is not, or was not for any
part of the six months ended 30th June 2003 in compliance with the Code of Best Practice.

REPURCHASE, SALE OR REDEMPTION OF SECURITIES

The Company had not redeemed any of its shares during the Period. Neither the Company nor any of its subsidiaries
had purchased or sold any of the Company'’s issued shares during the Period.

DESIGNATED DEPOSIT AND DUE FIXED DEPOSIT

As at 30th June 2003, the Group had no designated deposits that are 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 incidents of not being able to withdraw bank deposits when
due.

EMPLOYEES

As at 30th June 2003, the Company has 4,416 employees. The remuneration policy of the Company is implemented
from total salary paid with reference to its economic efficiency. Save from the remuneration disclosed above, the
Company does not maintain any share option scheme for its employees, and the employees do not enjoy any
bonus. The Company regularly provides for its administrative personnel trainings on various subjects, including
operation management, foreign languages, computers skills, industry know-how and policies and laws, in different
forms, such as seminars, site visits and study tours.

STAFF QUARTERS
During the Period, the Company did not provide any staff quarters to its staff.

DOCUMENT FOR FUTURE REFERENCE

The original copy of the 2003 interim report, signed by the Chairman is available for inspection at the Secretariat of
the Board, the address of which is:

Beijing North Star Company Limited
8 Bei Si Huan Zhong Road
Chao Yang District
Beijing, PRC
By Order of the Board
Li Yan-Ling
Chairman

Beijing, the PRC
13th August 2003
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