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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, 2003.

Principal Activities

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

investment in Beijing, the PRC.

Results and Profit Distribution

The results of the Group for the year ended 31st December, 2003, prepared in accordance
with the accounting principles generally accepted in Hong Kong and its financial position

as at the same date are set out on pages 35 to 39 of the annual report.

Dividends

The Board of Directors recommends the payment of a final dividend of Rmb0.035 per
share for the year ended 31st December, 2003, totalling Rmb65,346,000.

Financial Highlights
The Group’s consolidated results and summaries of assets and liabilities for the last five

years are set out on pages 3 to 4 of the annual report.

Major Customers and Suppliers

During the year, the Group purchased less than 30% of 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 own more than 5% of the Company’s share capital) had an interest in the major

suppliers or customers mentioned above.

Fixed Assets

Details of the movement of fixed assets of the Group during the year are set out in note 14

to the accounts.
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Principal Properties

The summary of principal properties owned by the Group is set out on pages 85 to 86 of

the annual report.

Reserve

Details of movements of reserve of the Group and the Company during the year are set

out in note 24 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.

Directors and Supervisors

The directors and supervisors for the year and up to the date of this report are as follows:

Executive Directors

LI Yan-Ling Chairman
ZHAO Hui-Zhi ~ Director
LIU Jian-Ping Director
HE Jiang-chuan ~ Director

Independent Non-Executive Directors

LONG Tao Director (retired on 20th May, 2003)
DONG An-Sheng  Director (retired on 20th May, 2003)
MENG Yan Director ~ (appointed on 20th May, 2003)
YU Qing-Song Director  (appointed on 20th May, 2003)
FU Yiu-man, Peter Director
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Supervisors

SHEN Yi-Shan
ZHOU Yan-Rong  Supervisor
LIU Yao-Zhong

Chairman

Supervisor

The biographical details of directors, supervisors and senior management are set out on

pages 16 to 18 of the annual report.

Election of Directors and Supervisors

The existing directors and supervisors were elected on the Annual General Meeting held
on 20th May, 2003. All directors and supervisors from the last term were re-elected, save
as Messts Long Tao and Dong An-Sheng who retired from the post of independent non-
executive director. Messts Meng Yan and Yu Jing-Song were appointed as independent

non-executive directors of the Company.

Directors’ Emoluments

Details of directors’ emoluments are set out in note 8 to the accounts.

Highest Paid Individuals

During the year, the four individuals with the highest remuneration in the Group are all

directors of the Company.

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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Directors’ and Supervisors’ Interests in Shares

As at 31st December, 2003, none of the directors, supervisors and chief executive of the
Company has any interest or short positions in the shares, underlying shares or debentures
of the Company or its associated corporations (as defined under the Securities and Futures
Ordinance (“SFO”), as recorded in the register required to be kept under Section 352 of
SFO or as otherwise notified to the Company and The Stock Exchange of Hong Kong
Limited pursuant to the Model Code for Securities Transactions by Directors of listed
companies. None of the directors, supervisors and chief executive of the Company, their
spouses or children under the age of 18 years had been granted any rights to subscribe for
equity or debt securities of the Company, nor has any of them exercised such rights during

the year.

Interests of Directors and Supervisors in Contracts

Apart from service contracts in relation to the Company’s business, no contract 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 Competing Business

During the year and up to the date of this report, none of the directors or management
shareholders has any interest in business which competes or may compete with the business
of the Group under the Rules Governing the Listing of Securities on The Stock Exchange

of Hong Kong Limited (the “Listing Rules).



BRI R Ll 0

&gl H Mt

T Bl

AT ¥ 2,40 70

A=k — UL
A A

AT IR 707,020,000 i

CRR AR W 1.58 70
CRR AR E w073 T
CEEZERYIZSH

B AR A 5% 0.98 JC
CERRZEREHA

e 5 1.56 70
ZER=AF

385 KA 169,324,000 fi%
JBe AR

ANFAREE=ZE+ A=A 2B 8T
A 48805 1,867,020,000 A% > L35 -

& 1,160,000,000 1k 62.131%
H i 707,020,000 1% 37.869%

Details of Share Offering and Listing

Class of shares H shares

Listing place Hong Kong

Offer price HKS$2.40 per share
Listing date 14th May, 1997
Number of issued shares 707,020,000 shares
The highest trading price during the year HK$1.58 per share
The lowest trading price during the year HK$0.73 per share
The opening price on the first trading day of the year HK$0.98 per share
The closing price on the last trading day of the year HKS$1.56 per share
Total number of shares traded during the year 169,324,000 shares
Share Capital

The Company’s total number of issued shares as at 31st December, 2003 was 1,867,020,000

shares, comprising;

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

As at 31st December, 2003, the interests or short positions of the shareholders, other than
a director, supervisor or chief executive of the Company, in the shares and underlying
shares of the Company as record in the register required to be kept by the Company

under Section 336 of the SFO were as follows:

Long positions in the shares of the Company:

A BN
A PR BB A
Jedy ¥ H BEAR PR Percentage of %
No. of =274 Nature of the relevant  Percentage of
shares held Status interest share class total shares
1,160,000,000 Hafra A kEES 100.00% 62.13%
Beneficial Corporate
owner interest
60,846,000 L EEE VNI VN 8.6% 3.26%
Beneficial Personal
owner Interest

Save as disclosed above, the register required to be kept under section 336 of SFO showed
that the Company had not been notified of any interests or short positions in the shares

and underlying shares of the Company as at 31st December, 2003.

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.
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Designated Deposit and Due Fixed Deposit
As at 31st December, 2003, the Group had no designated deposits 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.

Employee

As at 31st December, 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. 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 Housing Quarters

During the year, the Group did not provide any housing quarters to its staff.

Connected Transactions

During the year 2003, the Company entered into the following business transactions
with its controlling shareholders, 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, the rental for the year 2003 was Rmb15,000,000 and has been fully
settled by 31st December, 2003.
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2~ WEAXAFRHEILREEAFAR—-ILULE 2 Pursuant to a miscellaneous service agreement (the “Miscellaneous Service

AR - — H BT I — TS IS ok Agreement”) dated 11th April, 1997 entered into with BNS Group Company, the
(& aMRB Rl » BE-FF=41 amount settled with BNS Group Company for the year ended 31st December,
“HET—HIMERE > B REE AR 2003 are as follows:
2 [ % Wl B M B S AR 2 TR R
e
P73 3L A E S @ A DR Y T Principal services provided by BNS Group Company to the Company:
%H :
AR B
T
Gross amount
2 kA Pricing basis Rmb’000
#J Heating CE3 State price 17,430
Rz Security %5 {E Market price 175
AET Total 17,605
A A BT b R AR 1 4 ) Y 2 OB Principal services provided by the Company to BNS Group Company:
HH :
AR Al
T
Gross amount
SR Pricing basis Rmb’000
V)| Electricity 5 {E Market price 32
Eoi Telephone 5 Market price 19
mu»%f Total 51

Btk n A fTE Sh > AL Rl AL R Save as provided otherwise in the relevant agreement, the services provided by the
P 2 ] B R 25 TR AR 1Y AR 4 B Company or BNS Group Company were charged in accordance with the pricing
TR T B RS T REEE o ST > dnilfz scheme determined by the government. Where there is no such pricing scheme,
T B R BOR P e (RS > R BIE the service charge would be determined by reference to comparable local market
8 16 e T R LU B b A > R rate. If no such market rate is available, the price shall be determined on the basis
i - R Al st 42 B A v it 2 of the reasonable cost incurred by the Company or BNS Group Company (as
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3 ARRZMEARIRIRFEERTE 3. The Companys subsidiary Beijing North Star Real Estate Development Company

et A PR 7] (THL Rt 1) Bildb R 48 Limited (‘BNSRE”) has on 28th January, 2003 entered into a Deed of Assignment
BAFR - EFE=F— -+ /\HFTL with BNS Group Company, whereby BNS Group Company’s rights and interest
Wk > JUREE S R AL R in the loan to Beijing Jiang Zhuang Hu Property Co., Limited was assigned to
R | 2 B 3 A R W) B A L R S P BNSRE for a cash consideration of Rmb75,145,750. An announcement of this
Al EIE AL A AR K 75,145,750 7T transaction was published on 29th January, 2003 in Wen Wei Po in Chinese and
R AR B £ D B B TR The Standard in English respectively.
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4~ ApuBAREEAFMALFMMA 4. The Company and the BNS Group Company has entered into an agreement on

& v A i o R R R 8 Y AR acquisition of land use right of the original site of the Recreation Centre at No.8
JRE 4 = b T b R M R O Bei Chen Dong Road, Chao Yong District, Beijing, for a total consideration of
SE > AN A DU E 4 AR 121,000,000 Rmb121,000,000. It will be paid by cash and/or properties. The announcement
6 MG R S AE T S of this transaction was published on 29th July, 2003 in Wen Wei Po in Chinese
TAREEAR - ZHBERZS A LD and The Standard in English respectively.
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B b SCHERE SN - M B THERRIC S o Save as disclosed above, the Company has not entered into any other disclosable

transactions.

AT £E K B b AT £ Bank Loans and Other Borrowings

REFR=ZAETZA=1—H > AEEZSBIT  Asac 31st December, 2003, the bank loans and other borrowings of the Group are set out
EEFR A BERF R MO A5 R MEEE21 B in note 21 and note 22 to the accounts.
RE22 o

18 6 0 BB Pre-emptive Rights

AL Al B S A BRIE R » WBIE A There are no provisions for pre-emptive rights under the Articles and related laws which
FIEEA TR IR R e B ORISR LLE R oblige the Company to offer new shares on pro-rata basis to existing shareholders.
FR

W )& 2 v Subsidiaries
AR TS FEME A A 2 S BRI B Details of the Company’s major subsidiaries are set out in note 15 to the accounts.
RMFELS
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Major Litigation
The Group is not involved in any litigation or arbitration of material importance during

the year.

Results of Operations
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Turnover
Profit attributable to shareholders
Segment results:
Properties and land sales
Shopping centre operations
Rental income
Hotel operations

Other operations

ZRFER
2003
(AR¥TIE)
(Rmb’000)

2,326,810
287,271

234,847
48,300
111,106
(2,401)
(9,855)

Policies on Income Tax

Comparison of Financial Year 2003 to Financial Year 2002:

vl

As restated

e 2 Sk 2
2002
(AR¥T )
(Rmb’000)

1,761,529
129,990

17,821
55,748

110,339
13,492
(3,553)

e £ X8
A < Jat 2
L7t/ (F¥)

Increase/
(decrease)
compared to

2002
(%)
32

121

1,218
(13.4)
0.7

A ) B A w AR B A B - 2 The Company and its subsidiaries, paid PRC enterprise income tax at a rate of 33%.
TEABLITT A0 33% SCAR AR SE P B -
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Financial Resources and Liquidity
At 31st December, 2003, the shareholders’ funds of the Group were increased by 4.96%

from that of 31st December, 2002. The Group’s net borrowing from banks as at 31st
December, 2003 was Rmb430,000,000. Current assets of the Group, which mainly
comprised of cash at bank and on hand, and land and properties under development held
for sale, amounted to Rmb2,887,806,000, whereas the Group’s current liabilities amounted
to Rmb1,595,961,000. As at 31st December, 2003, cash at bank and on hand amounted
to Rmb1,342,371,000.

As at 31st December, 2003, there were no pledge on the Group’s assets. Gearing ratio for
the Group was 33.9%, calculated by dividing total liabilities over total assets. The Group
has no contingent liabilities and no exposure to exchange rate fluctuation and hedging

thereof except a guaranteeing the sum of Rmb430,000,000 of the Company’s subsidiaries.

Code of Best Practice

The Board of 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.

Annual Report 2003 BEIJING NORTH STAR COMPANY LIMITED
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At the Annual General Meeting of the Company held on 20th May, 2003, the shareholders
adopted a special resolution approving that, subject to the proposed amendments to the
Articles of Association of the Company becoming effective, an Audit Committee be
established by the Company and that the Board of Directors be authorised to approve
and adopt such rules and procedures of meetings for the Audit Committee as it may think
fit. Up to the current stage, the proposed amendments to the Articles of Associations of

the Company are still pending approval from the relevant PRC authority.

Apart from this, the Company has complied with the Code of Best Practice throughout

the year ended 31st December, 2003.

Other Major Events
On 4th November, 2003, the Company, on behalf of the BNS Bidding Alliance

(JLJRAZEERE 5 #) | secured the Olympic Park Zone B Convention Centre Project
i%@ﬁﬁ@B@@%¢bﬁﬁ.

To cater for its operating needs, the Company intended to apply for an initial public

offering of A shares in the PRC in 2004.
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Ay mR H A4S AR UIGE @ RHRE ST The accounts have been audited by PricewaterhouseCoopers, who retire and being eligible,
P o B IKE &R o HREBEZ A ANTZ  offer themselves for reappointment. A resolution reappointing PricewaterhouseCoopers
P o R ARG E R R ERZ  as the auditors of the Company will be proposed at the forthcoming Annual General
LR B GBI AL TN ©  Meeting.

REHE A
By Order of the Board

k2
Li Yan-Ling
HER

Chairman

] e v s ZERFIE+ILE
Beijing, PRC, 19th February, 2004
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