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Report of the Directors % 3+ & # ik

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 2006.

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 2006 and its financial position
as at the date prepared in accordance with HKFRS are set out on pages 45 to 52 of the

annual report.

Dividends

The Board recommends the payment of a final dividend of RMB0.04 per share for the
year ended 31st December 20006, totalling RMB134,681,000.

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, less than 30% of the Group’s cost of purchase of goods and services are
derived from its five largest suppliers and less than 30% of the Group’s revenue is derived

from 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

Details of the movement of fixed assets of the Group during the year are set out in notes 6

to the financial statements respectively.

BEIJING NORTH STAR COMPANY LIMITED

Annual Report 2006

27



HRETRE Report of the Directors

TR

ASEEER 2 E Y SN TR 144 B
FE5 145 H o

i i
TAARAETE ARSI B AR R it 2 SE B 1 DL
AR B IRE M 17 -

WS~ B R Rl A 4 ) 22 By
A FASE I PSR A5 AR A
LR LA A Bl SR 1
AL -

g R g

JRAAE BEN B AR 2 B B
T

AT HE S

B HHE

HEZ Ed

BT Ed

B3E HH

B SEIERAT R

il s

R HH

PR 8

-

pREAIE BEHRE

B f2 B

M B
AL B b A 7

Principal Properties

The summary of principal properties owned by the Group is set out on pages 144 to 145

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

HE Jiang-Chuan Chairman
ZHAO Hui-Zhi 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
CHEN Yuan-Chao Supervisor
LIU Yao-Zhong Supervisor
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Report of the Directors HHEEHRE

The Company has received confirmation from each of the independent non-executive
directors of their independent and considered all independent non-executive directors to

be independent to the Company.

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

pages 24 to 26 of the annual report.

The current directors and supervisors of the Company were elected at the annual general

meeting which was held on 16th May 2006.

In accordance with the provisions of the Company’s Article of Association, the term of
office of the directors and supervisors shall be three years. Upon expiry of the term, they

shall be eligible for re-election.

The Company has received a letter from Mr. SHEN Yi-Shan who would resign from the
supervisor representing the shareholders. In addition, the Company has received a written
notice from a shareholder of the Company to nominate Mr. HE Wen Yu as candidate for
election as supervisor representing the shareholders to replace Mr. SHEN. Resolutions
will be proposed at the forthcoming Annual General Meeting to approve such resignation
and appointment. The biographical details of Mr. HE Wen Yu are set out in Note 10 to
the Notice of Annual General Meeting (page 150 of the annual report).

None of the directors or supervisors has a service contract with the Company or its
subsidiaries which is not determinable by the Group within one year without payment of

compensation, other than statutory compensation.

Qualified Accountant

The Company has not been able to employ a Qualified Accountant with the specified
qualifications set out in Rule 3.24 of the Listing Rules. The Company is in the process of
finding a suitable candidate to assume such a position as soon as practicable. The Company
will keep the shareholders of the Company informed of the progress of the appointment

of the Qualified Accountant.
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Directors’ Emoluments

Details of directors’ emoluments are set out in note 25 to the financial statements.

Highest Paid Individuals

During the year, the two 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 2006, 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 for Securities Transactions by Directors. 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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Report of the Directors HHEEHRE

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 major shareholders, 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”).

Details of Share Offering and Listing

J K55 H i Class of shares H shares

T Ak Listing place Hong Kong

BT T 2.40 57T Offer price HKS$2.40 per share

LA —JULEFEHEATEH  Listing date 14th May 1997

BT IR 707,020,000 i Number of issued shares 707,020,000 shares

A K A Class of shares A shares

F i ES it Listing place Shanghai

BT 1% 2.40 TC N R Offer price RMB2.40 per share

LA ZEERE+ATRH Listing date 16th October 2006

BT 1,500,000,000 /i Number of issued shares 1,500,000,000 shares
BEIJING NORTH STAR COMPANY LIMITED 3 1
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Share Capital

The Company’s total number of issued shares as at 31st December 2006 was 3,367,020,000

shares, comprising;

Domestic listed
A shares 2,660,000,000  Representing 79.002%
Foreign listed

H shares 707,020,000  Representing 20.998%

Substantial Shareholders’ Shareholding

As at 31st December 2006, 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:

UEEL ED N F )2 S

B e By B AR R S
JBe 3 44 % ey %53 Bty ¥ H No. of B PR Percentage (%) Percentage
Name of Class No. of relevant S} Nature of the relevant (%) of total
shareholders of shares shares held  shares held ~ Capacity of interest share class shares
FIRFEERAR A 1,160,000,000 — H&GRAA LEHER 43.609% 34.452%
Beijing North Star A shares Beneficial Corporate
Industrial Group owner interest

Company

BR b2 B 95 8 2 Ah > MRS I S B R 91
336 WRMUEH THAF I E T s - A Al
BREATMARR —FFNFEH A =1—H
TEAS 5] A7y B AR Bl PR A7 o AT PR 8 R
HyRE R -

AL IR T3 B A PR

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 2006.
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ANFA -~ HBH R BRI Top 10 shareholders in the A-share and H-share markets
NCEEANFEFH=1—H > ALNFMER Asat 31st December, 2006, the top 10 shareholders as recorded in the registers of holders
A R MRtk - T RBHIEPAT  of A shares and H shares kept by the Company are as follows:

T
A5 48 B A
Bk BORAR JBe By BB Bk (Bt) i 3
Percentage of
Number Name of shareholders Types of shares Number of shares (shares) total shares (%)
1 et R E 3L B A H (SLS) A 1,160,000,000 34.452%
Beijing North Star Industrial Group Company A shares
2 PR (REA) ARAR H K& 674,114,998 20.021%
HKSCC NOMINEES LIMITED H shares
3 EHEEMFEE (EE) RbARAR AR 150,000,000 4.455%
Beijing Wangfujing Department Store A shares

(Group) Co., Ltd.

4 i iR R A IR A Al 135,000,000 4.009%
Zhong Hang Xin Gang Guarantee Co., Ltd. A shares

5 R AT PR ) AT 85,000,000 2.524%
Fu Bon Asset Management Co., Ltd. A shares

6 B A AL BB A R AT A ) A 50,000,000 1.484%
Sinopec Finance Co., Ltd. A shares

7 WL BB A A R 2 ) Al 50,000,000 1.484%
Zhejiang Haiyue Co., Ltd. A shares

8 RYIRERE B 2R 15 & A PR 7 A 30,000,000 0.890%

Shenzhen Long Fa Guo Tai Investment Co., Ltd. A shares

9 EEMREEIE =M Al 30,000,000 0.890%
National Social Security Fund Portfolio 503 A shares
10 WL AR A TR ) Alf 20,000,000 0.593%
Zhejiang AMP Incorporation A shares
fit
Total — 2,384,114,998 70.807%
BEIJING NORTH STAR COMPANY LIMITED 3 3
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Use of Proceeds from H Share Issue

The Company issued H shares in May 1997 and such shares were listed on the Hong
Kong Stock Exchange on 14th May 1997, raising approximately RMB1,730,440,000 in

net proceeds (excluding fees).

The use of the net proceeds was stated in the item “Use of Proceeds” set out in the IPO
prospectus published by the Company on 6th May 1997. The proceeds from the previous

fund raising activity are already used up.

Use of Proceeds from A Share Issue

During 2006, the Company raised RMB3,517,070,000 in proceeds from initial public
offering, with an aggregate of RMB1,584,370,000 already used, with un-utilised proceeds
amounted to RMB1,932,700,000. The un-utilised proceeds will be gradually invested in

the undertaken projects in line with their development progress.

Pursuant to the approval document Zheng Jian Fa Xing Zi [2006] No.44 issued by the
China Securities Regulatory Commission, the Company issued and listed A shares at the
Shanghai Stock Exchange on 16th October 2006. A total of 1,500,000,000 Renminbi-
denominated ordinary shares (A shares) were issued at an offer price of RMB2.40 each,
raising RMB3,600,000,000 in proceeds. After deducting RMB82,930,000 of relevant
issuing fees, net proceeds amounted to RMB3,517,070,000. As at 31st December 2006,
RMB1,584,370,000 of the proceeds had been used and the un-utilised proceeds amounted
to RMB1,932,700,000. The remaining balance of the proceeds will be gradually invested
in the undertaken projects in line with their development progress; or in case the proceeds
exceeds the total fund needed by the undertaken projects, such excess amount may be
used for debt reduction or general working capital purposes, pursuant to the resolution

passed at the 2003 first extraordinary general meeting.

Designated Deposits and Due Fixed Deposits
As at 31st December 2006, 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.

CEEAH
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D 5L YR O ) it Staff Retirement Scheme
AL 2 AR AR IRAE R BRI AR GE Details of the Group’s staff retirement scheme are set out in note 25 to the financial

25 e statements.

HIf& Staff Housing Quarters
AR AL G i) B THRAEMT B TAE% o During the year, the Group did not provide any housing quarters to its staff.

B 32 B Connected Transactions

L RZEFLFE-HTIUA - AQFEE 1. On19th January 2007, the Company and Shenyang Dongruan Software Company
W SRR AR A PR A ) (T B k) Limited (“Shenyang Dongruan”) entered into an equity transfer agreement, as
T S ARG BB N B 3 i 54 ) transferee and transferor respectively, in respect of 49% shares of the subject company
Je s R kAR S R A A LR R Beijing North Star Dongruan Information Technology Limited (“North Star
B 49% JB Ay 5T 7 B RE T o k. o Dongruan”).
WS o N5 18,426,000 T - I The consideration of RMB18,426,000 was arrived at after arm’s length negotiation
B A ) Bk 5 SRR 2% L JR ik between the Company and Shenyang Dongruan, by reference to North Star
2005 4R IEASH AT G (AR L > 58 Dongruan’s audited net asset value as at 31st December 2005.
AT R HEE A
HB L5 2 A EER _FFLFE— An announcement in relation to the transaction was published in designated
H A2 H TUSOA A T B A S s i e domestic and Hong Kong newspapers and the respective websites of the Shanghai
Jo b~ HWL G IE - Stock Exchange and Hong Kong Stock Exchange on 22nd January 2007.

2. MEARXFEIREEAFRR—IILE 2. Pursuant to a miscellaneous service agreement dated 11th April 1997 entered into

SR A — H R B — JEER G IR B e with BNS Group Company, the amount settled with BNS Group Company for
(TERE B e ) E ZFEARFE+ the year ended 31st December 2006 is as follows:

ZHA= BRI REE AR 2
[ % i TS 2 SRR E R A0 T

AL AR T IR EE A A FEMBFEHE © Principal services provided by the Company to BNS Group Company:
AR A
T

Gross amount

5E A HE Pricing basis RMB’000

) Electricity i {E Market price 124
£ Telephone s Market price 102

At Total 226

BEIJING NORTH STAR COMPANY LIMITED 3 5
Annual Report 2006



HRETRE Report of the Directors

BRlihoe AT WIS » A Rl iR AR A )
Fr AL ) 25 R 5 1 AR 280 4 BLAT IBURE T A Y
EASTIRTIE  SRTAT > 40t 48 m] (LG8 AR A BURT ir
SEAERE > RIA BB AR A ] (i ARG i £
(s vt > RIEA S Rl AL R AR M 2w
SR B AR e B L B 5 B RA (ARG DT
) FHE e
3. MEE-ILEENA PR RES
ARV —E S Wk & —F%
SR A /CH ZRET G 8 RE B
o ZERRNFEERE AR
12,848,0007C © AN A DA ZFEANFE A
“HE BRSSP AUREBAF -

bR _ESCHERE L > A AT

BT Bk B e 1R
MZEERET A= —H o AEEZ AT
TR E AR BRI EE 20

B8 S M XU i

TR RGBT AT R A » A A
FGEA TR B IR R A L T
HRHE -

Wi 8 4 1)
AN T4 LR A T 2 FEA ORI B S 4R
FEE 10 -

L0/
AR JEE TR A S [ B0 TR K s s A I

AL IR T3 B A PR

Save as provided otherwise in the relevant agreement, the services provided by the Company
or BNS Group 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

or BNS Group Company (as appropriate) in providing the services.

3. According to a lease agreement dated 11th April 1997 and a land use right agreement
dated 28th July 2003 entered into with BNS Group Company, the rental for the
year 2006 was RMB12,848,000 and has been fully settled by 31st December 2006.

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

transactions.

Bank Loans and Other Borrowings

As at 31st December 2006, the bank loans and other borrowings of the Group are set out

in note 20 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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REEHM Results of Operations
ZERBNFMBURE R RZFFMBUEZ 2 Comparison of Financial Year 2006 to Financial Year 2005:
HE
e £ 7%
WoFZHAE
LIt/ CF¥k)
Increase/
(decrease)
“RENE “RENA compared to
2006 2005 2005
(NER#TIT) (NR¥TT)
(RMB’000) (RMB’000) (%)
A Turnover 2,810,561 2,870,598 (2%)
JBR Profit attributable to equity holders
JRE Al i ) of the Company 395,274 253,604 56%
Jr e A - Segment results:
E Y@WK Properties and land sales 363,804 150,944 141%
W rhuL 2E RS Shopping centre operations 57,664 56,789 1.5%
g <L/E 3 Investment properties 189,787 136,938 39%
HETE S Hotel operations 90,227 65,997 37%
Fopth 2E75 Other operations (2,807) (74) —
i 3 BLBOR Policies on Income Tax

AN ) RO A v A E A vl BB P B The Company and its subsidiaries and associated companies paid PRC enterprise income
JOERL » HREABLITI0 33% SRS tax aca rate of 33%.
Bl e

BEIJING NORTH STAR COMPANY LIMITED 3 7
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Financial Resources and Liquidity

At 31 December 2006, the equity of the Group increased by 76% from that of 31 December
2005. The Group’s total borrowings from banks as at 31 December 2006 was
RMB970,000,000, of which RMB650,000,000 is payable in 2007, RMB300,000,000 is
payable in 2008 and RMB20,000,000 is payable in 2011. On 29th May 2006, the Group
issued the corporate bond for a principal amount of RMB1,500,000,000, with a coupon
rate of 4.1% per annum, of which the interest will be paid in May annually and the
principal will be fully paid in 2016. During the reporting period, the proceeds raised by
bond insurance amounted to RMB1,478,980,000. On 16 October 2006, the Group
issued 1,500,000,000 shares of RMB-denominated ordinary shares, raising net proceeds
of RMB3,517,070,000. 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 RMB11,832,352,000, whereas the Group’s current liabilities amounted to
RMB4,639,213,000. As at 31 December 2006, cash at bank and on hand amounted to
RMB?5,098,003,000.

Asat 31 December 2006, the Group’s bank borrowings of RMB 120,000,000 were secured
by certain land use rights in properties under development. Gearing ratio for the Group
was 43.63%, 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 RMB1,906,974,000. The Group has no exposure to exchange

rate fluctuations 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 complied with the required

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

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 reviewing
and supervising the Company’s financial reporting process and internal control systems.
The audit committee and the management have reviewed the accounting principles and
practices adopted by the Group and discussed auditing, internal control, and financial
reporting matters including review of unaudited interim financial report and audited
annual financial statements. The audit committee has also reviewed the financial statements

of the Group for the year ended 31st December 2006.

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

During the period between 29th May 2006 and 2nd June 2006, the Company successfully
issued the 10-year corporate bond for a principal amount of RMB1,500,000,000. The
bond carries a coupon rate of 4.1% per annum. The bond issue raised RMB1,478,980,000
in proceeds, with the entire amount to be used for the construction of the Olympic Park

National Convention Centre and the ancillary facilities.

On 16th October 2006, the Company successfully issued 1,500,000,000 A shares on the
Shanghai Stock Exchange. Proceeds will be used for the construction of the Beichen

Building and Olympic Media Village projects.
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The Company owns the land use rights of a piece of land situated at Area A and Area B,
Yayun Village, 8 Beichen East Road, Chaoyang District, Beijing (the “AB Land”) . Because
of the holding of the 29th Summer Olympic Games in Beijing in 2008 and government
planning for Beijing city, the AB Land was allocated by the government to be used for
building facilities of the Olympic Games. As such, the Company will no longer develop
the AB Land in accordance with its previous planning. On 2 March 2007, the State-
owned Assets Supervision and Administration Commission of Beijing Municipal
Government (the “Commission”) issued a notice regarding the compensation for the AB
Land numbered 5B & HUEFE[2007]4 %) (the “Notice”) to Beijing North Star
Industrial Group Company (“BNS Group Company”), the controlling shareholder of
the Company with regard to such compensation. The specific compensation amounted
to RMB537,670,100 which was arrived at by deducting an outstanding land premium of
RMB435,069,900 from the book value of the AB Land being RMB972,740,000. Such
compensation will be paid by BNS Group Company on behalf of the government. Upon
payment of the compensation, a respective amount of the state-owned capital of BNS
Group Company will be deducted by the Commission subsequently. An announcement
in relation to the above was published in designated newspapers in the PRC and Hong
Kong, and was posted on websites of the Shanghai Stock Exchange and the Hong Kong
Stock Exchange on 12th April 2007.
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12341 Auditors

Ay TR H A R R SR RUKCE e RS T 3% The financial statements have been audited by PricewaterhouseCoopers and
A DR G FHIFH A RA R o %% PricewaterthouseCoopers Zhong Tian CPAs Co., Ltd. who retire and being eligible, offer
KEHR - ARRBET AN T Z B o themselves for reappointment. A resolution reappointing PricewaterhouseCoopers Zhong
RACGRFR G FAE RS > EHZEMELHE  Tian CPAs Co., Lid. as the Company’s domestic auditors and PricewaterhouseCoopers as
AEH R eI BRA R A FIREA the Company’s foreign auditors will be proposed at the forthcoming Annual General
FRth o IR RUICE G R B T BTSN Meeting.
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Chairman
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Beijing, the PRC, 18th April 2007
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