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Report of the Directors  # 3F & # 4k

The Board is pleased to present to the shareholders their report together with the audited
financial statements of the Company and its subsidiaries (the “Group”) for the year ended

31st December 2005.

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 2005 and its financial position
as at the date prepared in accordance with the accounting principles generally accepted in

Hong Kong are set out on pages 42 to 49 of the annual report.

Dividends

The Board recommends the payment of a final dividend of RMB0.025 per share for the
year ended 31st December 2005, totalling RMB46,676,000.

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.

Property, Plant and Equipment and Investment Properties

Details of the movement of property, plant and equipment and investment properties of the

Group during the year are set out in notes 6 and 7 to the financial statements respectively.
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Principal Properties

The summary of principal properties owned by the Group is set out on pages 132 to 133

of the annual report.

Reserves

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

out in note 17 to the financial statements.

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
LIU Jian-Ping Director
CHEN Ji Director

Independent Non-Executive Directors

MENG Yan Director
YU Jing-Song Director
FU Yiu-Man, Peter 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 24 to 26 of the annual report.

The Company has received confirmation from each of the independent non-executive
directors of their independence and considered all independent non-executive directors
to be independent to the Company.
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Report of the Directors HREGWE

Qualified Accountant

The Company has not yet employed a qualified accountant pursuant to Rule 3.24 of 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

According to the Articles of Association, the term of office of each of the Directors and
Supervisors of the current term will expire at the date of the forthcoming annual general

meeting of the Company and shall be eligible for re-election.

Ms. ZHOU Yan-Rong who is a retiring Supervisor representing the Shareholders has
notified the Company that due to personal reason, she will retire from office at the date of
the forthcoming annual general meeting of the Company and will not seek for re-election.
Except for Ms. ZHOU Yan-Rong, all other retiring Directors and Supervisors are eligible

for re-election.

The Board has nominated Ms. ZHAO Hui-Zhi, Mr. HE Jiang-Chuan, Mr. LIU Jian-
Ping, Mr. CHEN Ji, Mr. MENG Yan, Mr. YU Jing-Song and Mr. FU Yiu-Man, Peter, all
being retiring directors, as candidates for election as Directors for the next term of office

commencing on the date of the forthcoming annual general meeting of the Company

(the “Next Term”).

The supervisory committee has nominated Mr. SHEN Yi-Shan, being one of the retiring
Supervisors representing the shareholders as candidate for election as a Supervisor
representing the Shareholders for the Next Term. As mentioned above, Ms. ZHOU Yan-
Rong will retire for her office and will not seek for re-election. The supervisory committee
has therefore nominated Mr. CHEN Yuan-Chao as candidate for election as a new
Supervisor representing the shareholders for the Next Term. Mr. LIU Yao-Zhong who is
a retiring Supervisor representing the staff and workers will be nominated as candidate for
election as a Supervisor representing the staff and workers for the Next Term at a separate
meeting held by the staff and workers of the Company at the date of the forthcoming

annual general meeting of the Company.

The biographical details of the candidates proposed to be elected as Directors and
Supervisors representing the shareholders at the forthcoming annual general meeting of
the Company and the candidates proposed to be elected as Supervisor representing the
staff and workers at the separate meeting held by the staff and workers of the Company
are set out in the appendix to the circulars to be despatched to shareholders on 29th

March 2006.
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Directors’ Emoluments

Details of directors’ emoluments are set out in note 24 to the financial statements.

Highest Paid Individuals

During the year, three of the five individuals with the highest emoluments in the Group

are 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.

Directors’ and Supervisors’ Interests in Shares

As at 31st December 2005, 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
the SFO or as otherwise notified to the Company and the SEHK pursuant to the Model
Code. None of the directors, supervisors and chief executives of the Company, their spouses
or children under the age of 18 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.
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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
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Interests of Directors in Competing Business

During the year and up to the date of this report, none of the directors or management
sharcholders has any interest in business which competes or may compete with the business
of the Group under the Listing Rules.

B 47 B Ll Ot Details of Share Offering and Listing

TR H ik Class of shares H shares

T i Listing place Hong Kong

BEATER i 2.40 7T Offer price HK$2.40 per share

ETH — L4 Listing date 14th May 1997

HHAHH

AT 707,020,000 [ Number of issued shares 707,020,000 shares

CERERERREE B 2.157T The highest trading price during the year HKS$2.15 per share

CERFRERRBSE B 150 T The lowest trading price during the year HKS$1.50 per share

“EENEENLGH 17970 The opening price on the first trading day of the year HK$1.79 per share
B AR 1

“ERNERESHGH 19450 The closing price on the last trading day of the year HKS$1.94 per share
e -4

TERFRAELG RS 1,156,052,697 i) Total number of shares traded during the year 1,156,052,697 shares
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Share Capital

The Company’s total number of issued shares as at 31st December 2005 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 2005, the interests or short positions of the shareholders, other than
directors, supervisors 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:

HAHRBN  ANABAR

il )3 ()% N S [P 3
JBE T 44 % ey 380 Bty ¥ H No. of HERR PR Percentage (%) Percentage
Name of Class No. of relevant  BAF Nature of the relevant (%) of total
shareholders of shares shares held  shares held  Capacity of interest share class shares
e RE LM A A WEM 1,160,000,000 —  HERAA R 100.00% 62.13%
Beijing North Star Domestic Beneficial Corporate
Industrial Group shares owner interest
Company
BRAEHE H & — 60,846,000  EmFFATA fEAHEL 8.60% 3.26%
CHEN Chu-Hui H shares (5—)  Beneficial Personal
(Note 1)  owner interest

T ARG O FE A eI ST b T ok R e A BT
HINBLEATABAMETH -

B L2 Pr e 6 2 A0 > AR RE I MW B R 156
336 MRBLEH AR B MR > A RN
BT MARR - FFHFET A =+—H
TEAR F A B AR A o A PO M i R
T

Note 1: The relevant shares represent cash settled equity derivatives traded on SEHK or the Hong Kong Futures

Exchange.

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 2005.
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Designated Deposits and Due Fixed Deposits

As at 31st December 2005, 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.

Staff Retirement Scheme

Details of the Group’s staff retirement scheme are set out in note 21 to the financial

statements.

Staff Housing Quarters

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

Connected Transactions

Pursuant to a miscellaneous service agreement dated 11th April 1997 entered into with
BNS Group C , th tsettled with BNS Group C for th ded

roup Company, the amount settled wi roup Company for the year ende
31st December 2005 is as follows:

Principal services provided by the Company to BNS Group Company:

PN

T

Gross amount

R R A Pricing basis RMB’000
mE Market price 179
i (E Market price —
i {E Market price 71
250
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Save as provided otherwise in the relevant agreement, the services provided by the Company
were charged in accordance with the pricing scheme determined by the government.
Where there is no such pricing scheme, the service charge would be determined by reference
to comparable local market rate. If no such market rate is available, the price shall be
determined on the basis of the reasonable cost incurred by the Company (as appropriate)

in providing the services.

Save as disclosed above, the Company had not entered into any other disclosable

transactions.

Bank Loans and Other Borrowings

As at 31st December 2005, the bank loans and other borrowings of the Group are set out

in note 19 to the financial statements.

Pre-emptive Rights
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.

Subsidiaries

Details of the Company’s subsidiaries are set out in note 10 to the financial statements.

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

the year.
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BEEL Results of Operations
CERTFFAFEMBAEE R R RIERE4EE Y Comparison of Financial Year 2005 to Financial Year 2004:
H
ZRENF
e 2 LS
L3t/ CFB%)
Increase/
(decrease)
“REFLH “REFNE compared to
2005 2004 2004
(NRHETI0) (NR¥ET D)
(RMB’000) (RMB’000) (%)
£ Sales 2,870,598 2,343,470 25
AR r R A A Profit attributable to equity holders
IR A i of the Company 253,604 234,570 8.1
i bl - Segment results:
Y E YW Properties and land sales 150,944 153,095 (1.4)
iy e SR Shopping centre operations 56,789 41,302 37.5
B A Rental income 136,938 135,168 13
NS Hotel operations 65,997 31,961 106.5
HAbZEw Other operations (74) 80 NA
i 45 B 80O Policies on Income Tax

AT BOLH 2wl R e s "l B P B EE . The Company and its subsidiaries paid PRC enterprise income tax at a rate of 33%.
BoERL > RIEARBL ) 330% St 426 BT 7%
B
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Financial Resources and Liquidity

At 31st December 2005, the equity of the Group was decreased by 0.4% from that of
31st December 2004. The Groups total borrowing from banks as at 31st December 2005
was RMB870,000,000, of which RMB470,000,000 is repayable in 2006, and
RMB400,000,000 is repayable in 2007. Current assets of the Group, which mainly
comprised cash at bank and on hand, properties held for sale and properties under
development for sale, amounted to RMB4,505,618,000, whereas the Group’s current
liabilities amounted to RMB3,023,879,000. As at 31st December 2005, cash at bank and
on hand amounted to RMB634,936,000.

As at 31st December 2005, there were no pledge on the Group’s assets. Gearing ratio for
the Group was 43.52%, calculated by dividing total liabilities over total assets. The Group
has no contingent liabilities except for the guarantees for the bank financing for certain
purchasers of property units to secure obligations of such purchasers for repayments. The
outstanding guarantees amounted to RMB956,416,000 (2004: RMB1,045,438,000) as
at 31st December 2005. The Group has no exposure to exchange rate fluctuation and

hedging.

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code as set out in Appendix 10 of the Listing
Rules. Having made specific enquiry of all directors and supervisors of the Company, the
Company confirmed that its directors and supervisors have compiled with the required

standards as set out in the Model Code during the year.

Code on Corporate Governance Practices
The Company has strived to maintain and establish a high level of corporate governance
and fully complied with the Code Provisions set out in Appendix 14 “Code on Corporate

Governance Practices” of the Listing Rules during the year.
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Audit Committee

The Company has established an audit committee since September 2004. The audit
committee comprises three independent non-executive directors, Mr. MENG Yan as
Chairman, Mr. YU Jing-Song and Mr. FU Yiu-Man, Peter. Their duties include review
and supervise the Company’s financial reporting process and internal control systems.
The audit committee and the management have reviewed the accounting principles and
practices which adopted by the Group and discussed auditing, internal control, and financial
reporting matters including review of unaudited interim financial statements and audited
annual financial statements. The audit committee has also reviewed the audited financial

statements of the Group for the year ended 31st December 2005.

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

Amongst the investment properties held by the Company for land currently held for
undetermined future use is the AB plot of the “Beijing World Trade Centre” project (the
“Land Plot”), the lease right to which it was obtained at the time of listing, it was subsumed
under the Company’s investment properties. According to the government’s general
planning scheme for the Olympic Games, the aforementioned land plot is designated
land to be requisitioned into the overall town planning for the Olympic Games and hence
can no longer be used as development land for the Company. The Board of Directors of
the Company is negotiating with the Beijing Government (the “Government”) about the
compensation. At the appropriate time, the Government will compensate the Company
with respect to the aforementioned land plot in accordance with the relevant law. Moreover,
BNS Group Company has undertaken that in the event the Government compensation
did not cover the full carrying amount of this land plot, it will make up any shortfall and
ensure the Company will receive a sum that is not less than the current carrying amount

of this asset item.
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Beijing, the PRC, 15th March 2006

Auditors

The financial statements 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 Annual General Meeting.
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