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The Board 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 2004.

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 Financial Position

The results of the Group for the year ended 31st December 2004 and its financial position
asat the same date prepared in accordance with the accounting principles generally accepted

in Hong Kong are set out on pages 35 to 39 of the annual report.

Dividends

The Board recommends the payment of a final dividend of RMB0.15 per share for the
year ended 31st December 2004 totalling RMB280,053,000.

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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BEIJING NORTH STAR COMPANY LIMITED

HEHEH,

Report of the Directors

Principal Properties

The summary of principal properties owned by the Group is set out on pages 88 to 89 of

the annual report.

Reserves

Details of movements of reserves 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 had not redeemed 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

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

Independent Non-Executive Directors
MENG Yan

YU Jing-Song
FU Yiu-Man, Peter Director

Director

Director

Supervisors
SHEN Yi-Shan Chairman
ZHOU Yan-Rong ~ Supervisor

LIU Yao-Zhong Supervisor

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

pages 18 to 19 of the annual report.
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Qualified Accountant
The Company has not yet employed a Qualified Accountant pursuant to Rule 3.24 of the
Rules Governing the Listing of Securities on the SEHK (the “Listing Rules”). The Company

is in the process of locating a suitable candidate to assume such position as soon as possible.

Election of Directors and Supervisors

The existing directors and supervisors were elected on the Annual General Meeting

(‘AGM”) held on 20th May 2003.

The Company has received a letter from Mr. LI Yan-Ling (“Mr. Li”) tendering his
resignation as an executive director of the Company with effect from the conclusion of
the AGM. An ordinary resolution will be proposed at the AGM to accept the resignation
of Mr. Li as an executive director and to authorise the Board to terminate the existing

service contract with Mr. Li.

BNS Group Company has proposed to nominate Mr. CHEN Ji (“Mr. Chen”) as a candidate
for an executive director of the Company in place of Mr. Li with effect from the conclusion
of the AGM. An ordinary resolution will be proposed at the AGM to elect Mr. Chen as
an executive director and authorise the Board to enter into service contract with Mr.

Chen.

Directors’ Emoluments

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

Highest Paid Individuals

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

not the 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.

JRAC R E A B IR AT | B




2 B B P AN B AR 4

MZERWEFZA=+—H  ALA#HE
B2 R AT BN BB AR 2 R SR Bl i
B (e 8 PLabio SRR XV s (3803
SRR ) Mty ~ BRI M feiers o
AT A AR 8 25 B B 19158 352 W
TIPS FC M PR SR Rk L i )
ATt 27 5 oy B R HE ST A R AR 22 ) sl s B A2
FTERER SR « IMAAEIEN > AXFIES
Bi S R AT BN B 8RS 2 BB 85 A T
T AR A T R A S R BB R 5 2
T - D25 I AT (AT T2 JERER -

B Y3 & A )

AAAEER BAAEE WA FTRE ] - BRATBRAS
ISR Z s 3 M5 > AT HEERBA T
FEATAS 2 ) 22 B i 2 ) ] 2% 4 B 2 I )
RAERT A A2 w45 3 2 B o o P
BEAMGEZEERH -

A B TSR 2 A 4

JAAE T R A AR o i b TR AR
SE o AN E] 2 T B FROR S A 5
B P AT e 2 R A AR

JBe 5 AT B bl 4 Ut

P 2505 H &
it il
BATER 240 7T
NS iEE: —JULEHE
HH+EH

BT 707,020,000 i
TR I A AE e 2.02 78
ZRRYAE AR 120 70
TRFIAE RN B

g 158 00
TRENE A B

Wi A AE w179 T
TR

25 MR 1,043,971,647 %
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Report of the Directors

Directors’ and Supervisors’ Interests in Shares

As at 31st December 2004 none of the directors, supervisors and chief executives 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 SEHK pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies. None of the directors,
supervisors and chief executives 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 Listing Rules.

Details of Share Offering and Listing

Class of shares H shares

Listing place Hong Kong

Offer price HK$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$2.02 per share

HKS$1.20 per share
HK$1.58 per share

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 HKS$1.79 per share

Total number of shares traded during the year 1,043,971,647 shares

Annual Report 2004
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Share Capital

The Company’s total number of issued shares as at 31st December 2004 was 1,867,020,000

shares, comprising:

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

Substantial Shareholders’ Shareholding

As at 31st December 2004, the interests or short positions of the shareholders, other than
a director, supervisor or chief executives of the Company, in the shares and underlying
shares of the Company as recorded 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:

1% B
()% Nz 3 A5 8B A
Bty ¥ H B2 PR Percentage of %
No. of B4 Nature of the relevant  Percentage of
shares held Status interest share class total shares
1,160,000,000 BEafra A RS 100.00% 62.13%
Beneficial Corporate
owner interest
60,846,000 i EEE DN N £ 8.6% 3.26%
Beneficial Personal
owner Interest

Save as disclosed above, the register required to be kept under Section 336 of the 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 2004.
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Report of the Directors

Use of Proceeds of H Share Issue

The Company issued H shares in May 1997. The H shares commenced trading on the
SEHK 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 Deposit and Due Fixed Deposit

As at 31st December 2004, 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 2004, 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.
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Connected Transactions

During the year 2004, the Company entered into the following business transactions
with its controlling shareholder, BNS Group Company to which the SEHK 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. According to a land leasing agreement signed on 11th April 1997 and the “Land
Use Right Agreement” dated 28th July 2003 entered into with BNS Group
Company, BNS Group Company has undertaken to modify the area of the land
represented by the state-owned land use right leased to the Company by a member
company of the Group under the “Lease of State-owned Land Use Right” from the
original 195,165.42 sq. m. to 167,165.42 sq. m. and the annual rent for such land
use right from the original RMB15,000,000 to RMB12,848,000, effective from
2004. The Company had already paid the rent for 2004 to BNS Group Company
before 31st December 2004.
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2~ MEARXFEIREEAFRR =L 2. Pursuant to a miscellaneous service agreement dated 11th April 1997 entered into

0 H A+ — B R — TSRS MR with BNS Group Company, the amount settled with BNS Group Company for
o BE_FFNEL =11k the year ended 31st December 2004 is as follows:
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JU R A 1 2 v A T AR 2 v i R Principal services provided by BNS Group Company to the Company:
BiH :

AR A
T
Gross amount
sE Ak Pricing basis RMB’000
#h Heating B % {5 State price 3,920
R% Security i E Market price —
AEt Total 3,920

AR v G T b J AR 12 ) i T B R Principal services provided by the Company to BNS Group Company:
¥H :
AR WA
T
Gross amount
2 Rkt Pricing basis RMB’000
£V Electricity 5 1E Market price 12
Bn Telephone 518 Market price 12
st Total 24
Btk on AT A E SN > AL A LR Save as provided otherwise in the relevant agreement, the services provided by the
I/ ) AR A4 2 AR S ) (A i B Company or BNS Group Company were charged in accordance with the pricing
A7 BUR B MBS T35 o ORI - 20 scheme determined by the government. Where there is no such pricing scheme,
A n] (L R BOR B B o B B R the service charge would be determined by reference to comparable local market
A T AR LT A T B 4 rate. If no such market rate is available, the price shall be determined on the basis
HE - A A A sl 42 A Wi of the reasonable cost incurred by the Company or BNS Group Company (as
A BRI IR i L1 B A0 & BEAAS (L appropriate) in providing the services.
DLME) w1 o

B b Schigg g oh » W H AW E TARER IS S © Save as disclosed above, the Company had not entered into any other disclosable

transactions.
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Bank Loans

the accounts.

Pre-emptive Rights

Subsidiaries

Major Litigation

the year.

Results of Operations

Turnover

Profit attributable to shareholders

Segment operating profit/(loss):
Properties and land sales
Shopping centre operations
Rental income
Hotel operations

Other operations

JRALREE R AR AR | =

ZEFNE
2004
(AR¥TIE)
(RMB’000)

2,395,825
261,908

178,981
41,302
135,168
50,010
80

TEIF R

Comparison of Financial Year 2004 to Financial Year 2003:

ZERFERE
2003
(AR¥TIE)
(RMB’000)

2,326,810
287,271

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

As at 31st December 2004, the bank loans of the Group are set out in notes 21 and 22 to

There are no provisions for pre-emptive rights under the Articles and related laws which

oblige the Company to offer new shares on pro-rata basis to existing shareholders.

Details of the Company’s subsidiaries are set out in note 15 to the accounts.

The Group is not involved in any litigation or arbitration of material importance during

“RENIE
WoFE =4
L3/ (F¥)
Increase/
(decrease)
compared to

2003

(%)

3.0
(8.8)

(23.8)
(14.5)
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Policies on Income Tax

The Company and its subsidiaries, paid the PRC enterprise income tax at a rate of 33%.

Financial Resources and Liquidity

At 31st December 2004, the shareholders’ funds of the Group were increased by 3.9%
from that of 31st December 2003. The Group’s total borrowing from banks as at 31st
December 2004 was RMB330,000,000 which is wholly repayable within one year. 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 RMB2,203,465,000, whereas
the Group’s current liabilities amounted to RMB2,024,638,000. As at 31st December
2004, cash at bank and on hand amounted to RMB500,879,000.

As at 31st December 2004, there were no pledge on the Group’s assets. Gearing ratio for

the Group was 33.2%, calculated by dividing total liabilities over total assets.

The Group hasarranged bank financing for certain purchases of our properties and provided
guarantee to secure the repayment obligations of such purchasers. The outstanding
guarantees amounted to RMB1,045,438,000 as at 31st December 2004. The Group has

no exposure to exchange rate fluctuation and hedging.
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Code of Best Practice

The Board has 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 (the “Code of Best Practice”) (which has been
replaced by C.3 of the “Code on Corporate Governance Practices” with effect from Ist
January 2005) set out in Appendix 14 to the Listing Rules. The Company’s Audit
Committee is bound by the terms of reference formulated guidelines as stipulated in the
“A Guide for Effective Audit Committees” issued by Hong Kong Institute of Certified
Public Accountants. The Board has adopted a revised term of reference of the Audit
Committee to include the prescribed provisions in “Code on Corporate Governance
Practices” on 26th January 2005. The Audit Committee consists of three independent
non-executive directors, including Mr. MENG Yan, Mr. YU Jing-Song and Mr. FU Yiu-
Man, Peter, with Mr. MENG Yan as the chairman.

The Company has complied with the Code of Best Practice which was in force prior to

Lst January 2005 throughout the year ended 31st December 2004.

Model Code
The Company has adopted the Model Code set out in Appendix 10 to Listing Rules as

the code of conduct regarding securities transactions by the directors (the “Model Code”).
Having made specific enquiry of all directors, the Company confirmed that all directors

have complied with the required standard set out in the Model Code.

Public Float
Based on the information that is publicly available to the Company and within the
knowledge of the directors, as at the date of this report, there is sufficient public float of

more than 25% of the Company’s issued shares as required under the Listing Rules.

Other Major Events

The Company’s issuance of ordinary shares (A shares), traded in Renminbi, was approved
by the Listing Committee of the China Securities Regulatory Commission (“CSRC”) at

its 13th meeting in March 2004.
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Auditors

The accounts have been audited by PricewaterhouseCoopers who retire and being eligible,
offer themselves for reappointment. A resolution reappointing PricewaterhouseCoopers

as the auditors of the Company will be proposed at the forthcoming AGM.
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