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BEIJING NORTH STAR COMPANY LIMITED

Dear Shareholders,

I am pleased to present to you the operating results of the Company for the year ended
31st December 2004. The Company gained excellent results during the year. As at 31
December pursuant to the Hong Kong Statements of Standard Accounting Practice
(“SSAPs”), turnover for the year achieved RMB2,395,825,000, profit after taxation
amounted to RMB269,200,000, basic earnings per share was RMB0.14.

Under the influence of the austere measures of the PRC in 2004, the Beijing property
market was subject to unprecedented adjustments in land and financial policies. The
stringent land administration, market-oriented supply of land for business operations,
the tightening of grant of loans by financial institutions coupled with the increased interest
rate of the central bank shifted the competition focus in the property market towards
capabilities and professionalism. Stimulated by the prospect of Olympic Games, the
investment properties and retail operation markets in Beijing entered a new growth period
with increased competitions. As such, the Company faced a more complicated operational

environment and severe competitions.

Compared with last year, the Company made major adjustment to its operations and
achieved excellent results during the year. With the aim of bringing the highest return to
shareholders, the Company was able to capitalise on the market trend, fully udilise its
competitive advantages, and reinforce on its professional management the important
endeavour of increasing market share, which thus, led to an enhancement in its integrated
profitability. Through increasing the developing areas with a focus on high quality
residential buildings, the sale of commodity houses was increased by 45.1%, despite the
lack of any income resulting from the sale of land. Merits of the investment properties
were rapidly brought out through integrating the resources and adjusting the product

mix. The success of the investment operation was reflected in the unprecedented growth
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Crowne Plaza Park View Wuzhou Beijing
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in operating results. In merely one year of operation, Crowne Plaza Park View Wuzhou
Beijing achieved a gross profit margin comparable to those of other five star hotels in
Beijing. Both Continental Grand Hotel and International Convention Centre have seen
substantial improvement from the previous track of insignificant profit. The Company’s
retail operation was in line with the market trend. Coupled with a series of creative
marketing strategies, the Company’s retail operation maintained a continuous growth,

despite the extremely competitive business environment.

In March 2004, the Company’s proposed first issuance of ordinary shares (A shares) to
the public in the domestic market, traded in Renminbi, was approved by the Listing
Committee of the China Securities Regulatory Commission (“CSRC”) at its 13th meeting,
making a remarkable progress in the Company’s proposed issuance of A shares. The
Company has also obtained approval from the State Development and Reform Commission
regarding the feasibility study of the Beijing Olympic Park (Zone B) National Convention

Centre Project, which was deployed in December.
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Looking into 2005, the construction projects for the Olympic Games will fully commence
in Beijing. The pace of city development will accelerate, and the economic growth will be
robust. The Company will seize every opportunity to increase the overall profit and will
establish and execute development plans for the coming five to ten years. It will also
accelerate the construction of development properties, steadily expand the retail operation
business, continue to enhance the revenue from investment properties, diligently carry
out the construction of the Olympic Project, with a hope to bring satisfactory return to all

shareholders.

Finally, on behalf of the board of directors of the Company (the “Board”), I would like to
express my sincere gratitude for the faithful support from all shareholders and the diligent

work of all the staff.
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