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Interim Report FEARE

For the six months ended 30th June 2007 B£ =EZFE+FNH="1HI~EAH

e Sales was RMB1,477,132,000, a 14.2% increase over the same period last year
EEEAARK,477,132,000 7T ° REFRBALFH 14.2%

e QOperating profit was RMB314,819,000, a 3.8% increase over the same period last year
KR T A AR 314,819,000 7T BEFRIEA L 3.8%

e Profit attributable to equity holders of the Company was RMB326,024,000, recording a 79.1% increase

over the same period last year

RN EIRERR A AEET A AR 326,024,000 7 * BEFREI EF79.1%

e FEarnings per share was RMB0.097, earnings per share in the same period last year was RMB0.098

FlaAAARE 0.097 T 0 EFRBER AT AARE 0.098 7T

e The Board resolved that no interim dividend would be declared in respect of the six months ended
30th June 2007 (six months ended 30th June 2006: nil)
EEgRBR NEBEHE _ETFAA=STRLENEAREzPHRE(BEZE T RFA=1THIL
NEAHAR - &)
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Condensed Consolidated Balance Sheet

Note

ASSETS

Non-current assets

Property, plant and equipment
Investment properties

Land use rights

o o1 01 O

Properties under development
Interest in a jointly controlled entity
Deferred income tax assets

Current assets

Inventories

Properties held for sale

Properties under development for sale

Trade and other receivables 6
Restricted bank deposits

Cash and cash equivalents

Total assets

EQUITY
Capital and reserves attributable
to the Company’s equity holders
Share capital 7
Other reserves
Retained earnings
— Proposed final dividend
— Others

Minority interests

Total equity

CBeijing North Star Company Limited 2007 Interim Report

30th June
2007
Unaudited
RMB’000

824,337
2,128,000
1,219
922,520

34,893

3,910,969

54,378
846,876
6,240,333
737,253
183,290
3,911,000

11,973,130

15,884,099

3,367,020
3,941,259

1,780,764

9,089,043
217,858

9,306,901

As at
31st December
2006
Audited
RMB’000

832,272
3,100,740
1,235
299,030
19,286
24,061

4,276,624

53,088
819,627
5,505,585
356,049
180,282
4,917,721

11,832,352

16,108,976

3,367,020
3,941,259

134,681
1,454,740

8,897,700
183,118

9,080,818
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HF S E A — 19,286
RIETIEE E 34,893 24,061
3,910,969 4,276,624
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FE 54,378 53,088
HHEBERDE 846,876 819,627
FRERERYE 6,240,333 5,505,585
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SERFIRITER 183,290 180,282
HeMREEEY 3,911,000 4,917,721
11,973,130 11,832,352
wmEE 15,884,099 16,108,976
EH
AATEBZFAEABRLRERN 2R
f% 7 7 3,367,020 3,367,020
HibFE B 3,941,259 3,941,259
R %
R K B % B — 134,681
H b 1,780,764 1,454,740
9,089,043 8,897,700
PERRESR 217,858 183,118
R 9,306,901 9,080,818
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Condensed Consolidated Balance Sheet (continued)

As at
30th June 31st December
Note 2007 2006
Unaudited Audited
RMB’000 RMB’000
LIABILITIES
Non-current liabilities
Long term borrowings 9 1,600,859 1,798,980
Deferred income tax liabilities 467,399 589,965
2,068,258 2,388,945
Current liabilities
Trade and other payables 8 3,849,451 3,882,771
Tax payable 149,489 106,442
Current portion of long term borrowings 9 400,000 400,000
Short term borrowings 9 110,000 250,000
4,508,940 4,639,213
Total liabilities 6,577,198 7,028,158
Total equity and liabilities 15,884,099 16,108,976
Net current assets 7,464,190 7,193,139
Total assets less current liabilities 11,375,159 11,469,763

The notes on pages 12 to 57 form an integral part of this condensed consolidated interim financial information.
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AR T AREFIT
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EHEER 9 1,600,859 1,798,980
RIERBEE 467,399 589,965
2,068,258 2,388,945
Reaas
& A~ BR 30 K E b B < FIE 8 3,849,451 3,882,771
JEAS R & 149,489 106,442
—FRNEHANRIEK 9 400,000 400,000
5 HfE R 9 110,000 250,000
4,508,940 4,639,213
FS =R 6,577,198 7,028,158
HEZREE 15,884,099 16,108,976
RBEEFE 7,464,190 7,193,139
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Condensed Consolidated Income Statement (unaudied)

Turnover
Cost of sales

Gross profit

Selling and marketing costs
Administrative expenses
Other (losses)/gains — net

Operating profit

Finance income

Finance costs

Finance income/(costs) — net

Share of loss of a jointly controlled entity

Profit before income tax
Income tax credit/(expense)

Profit for the period

Attributable to:
Equity holders of the Company
Minority interests

Earnings per share for profit attributable to the
equity holders of the Company during the period

(basic and diluted)

Interim dividend

Note

11

11
11
10

12

13

14

15

Six months ended 30th June

2007
RMB’000

1,477,132
(926,400)

550,732
(69,424)
(165,630)
(859)

314,819
15,046

15,046

329,865
31,368

361,233

326,024
35,209

361,233

RMB9.7 cents

2006
RMB’000

1,293,180
(827,416)

465,764
(64,185)
(98,839)

537

303,277
4,616
(10,058)
(5,442)
(812)

297,023
(84,267)

212,756

182,050
30,706

212,756

RMB9.8 cents

The notes on pages 12 to 57 form an integral part of this condensed consolidated interim financial information.
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1,477,132
(926,400)

550,732
(69,424)
(165,630)
(859)

314,819
15,046

15,046

329,865
31,368

361,233

326,024
35,209

361,233

AR®97D

1,293,180
(827,416)

465,764
(64,185)
(98,839)

537

303,277

4,616
(10,058)
(5,442)
(812)

297,023
(84,267)

212,756

182,050
30,706

212,756
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Condensed Consolidated Cash Flow Statement (unaudiied)

Net cash used in operating activities
Net cash from/(used in) investing activities
Net cash (used in)/from financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at 1st January

Cash and cash equivalents at 30th June

Analysis of balances of cash and cash equivalents:
Cash and bank balances
Restricted bank deposits

Six months ended 30th June

2007
RMB’000

(796,229)
264,195
(474,687)

(1,006,721)

4,917,721

3,911,000

4,094,290
(183,290)

3,911,000

2006
RMB’000

(504,863)
(19,561)

2,278,494

1,754,070
529,164

2,283,234

2,429,086
(145,852)

2,283,234

The notes on pages 12 to 57 form an integral part of this condensed consolidated interim financial information.
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KEFTE RS REFRE (796,229) (504,863)
BEESH RS RA CREL)FE 264,195 (19,561)
BMEEFB 2R (RE) mAFHE (474,687) 2,278,494
ReERBEEEWZ CRL) /M (1,006,721) 1,754,070
R—A—HBZREERREEEEY 4,917,721 529,164
RAA=ZTHZRSRERBASEEY 3,911,000 2,283,234
RELRESEEMEHR DT -
WL MIBITHFER 4,094,290 2,429,086
X PR #l 89 R 17 17 3 (183,290) (145,852)

3,911,000 2,283,234
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Condensed Consolidated Statement Of Changes In Equity

Unaudited
Attributable to the equity
holders of the Company
Share Other Retained Minority
capital reserves earnings interests Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Balance at 1st January 2006 1,867,020 1,863,377 1,286,635 140,530 5,157,562
Profit and total recognised income
for the period — — 182,050 30,706 212,756
2005 final dividend — — (46,676) — (46,676)
Balance at 30th June 2006 1,867,020 1,863,377 1,422,009 171,236 5,323,642
Balance at 1st January 2007 3,367,020 3,941,259 1,589,421 183,118 9,080,818
Profit and total recognised income
for the period — — 326,024 35,209 361,233
2006 final dividend — — (134,681) — (134,681)
Acquisition of additional interests in
a subsidiary from minority shareholders — — — (469) (469)
Balance at 30th June 2007 3,367,020 3,941,259 1,780,764 217,858 9,306,901

The notes on pages 12 to 57 form an integral part of this condensed consolidated interim financial information.
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1,867,020 1,863,377 1,286,635 140,530 5,157,562
— — 182,050 30,706 212,756
- - (46,676) — (46,676)
1,867,020 1,863,377 1,422,009 171,236 5,323,642
3,367,020 3,941,259 1,589,421 183,118 9,080,818
— — 326,024 35,209 361,233
— — (134,681) — (134,681)
— — — (469) (469)
3,367,020 3,941,259 1,780,764 217,858 9,306,901
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

1. GENERAL INFORMATION

Beijing North Star Company Limited (the “Company”) is a joint stock limited company established in the
People’s Republic of China (the “PRC”) in April 1997 as part of the reorganisation (the “Reorganisation”)
of a state-owned enterprise known as Beijing North Star Industrial Group Company (the “BNSIGC”).

Pursuant to the Reorganisation in preparation for the listing of the Company’s H shares on the Main Board
of The Stock Exchange of Hong Kong Limited, the Company took over the principal subsidiaries and
business undertakings, together with their related assets and liabilities. The Company was granted the
status of a sino-foreign joint venture joint stock limited company on 20th July 1998. The address of its
registered office is No.8 Bei Chen Dong Road, Chao Yang District, Beijing, the PRC.

On 25th September 2006, the Company issued 1,500,000,000 A shares at RMB2.4 per share and the
shares were listed on the Shanghai Stock Exchange on 16th October 2006. Since then, the Company’s
shares were jointly listed on the Main Board of The Stock Exchange of Hong Kong and the Shanghai
Stock Exchange.

The Company is principally engaged in property leasing, land and property development, property
investment, provision of food and beverage services as well as the operation of a hotel and a department
store in the PRC. The subsidiaries are mainly engaged in property development, property management
and investment in Beijing, the PRC. The Company and its subsidiaries are herein collectively referred to
as the “Group”.

2. BASIS OF PREPARATION

This unaudited condensed consolidated interim financial information has been prepared in accordance
with Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants and Appendix 16 of the Rules Governing the Listing of
Securities on the Main Board of The Stock Exchange of Hong Kong Limited. This condensed consolidated
interim financial information should be read in conjunction with the 2006 annual financial report.

CBeijing North Star Company Limited 2007 Interim Report
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation used in the preparation of the condensed consolidated

interim financial information are consistent with those used in the annual financial statements for the year
ended 31st December 2006.

The following new standards, amendments to standards and interpretations are mandatory for financial

year ending 31st December 2007.

HK(IFRIC)-Int.7, “Applying the Restatement Approach under HKFRS 29 Financial reporting in
Hyperinflationary Economics”, effective for annual periods beginning on or after 1st March 2006.
This interpretation is not relevant to the Group’s operations;

HK(IFRIC)-Int.8, ‘Scope of HKFRS 2’, effective for annual periods beginning on or after 1st May
2006. HK(IFRIC)-Int.8 requires consideration of transactions involving the issuance of equity
instruments - where the identifiable consideration received is less than the fair value of the equity
instruments issued - to establish whether or not they fall within the scope of HKFRS 2. This
interpretation does not have any impact on this unaudited condensed consolidated interim financial
information;

HK(IFRIC)-Int.9, “Reassessment of Embedded Derivatives”, effective for annual periods beginning
on or after 1st June 2006. HK(IFRIC)-9 requires an entity to assess whether an embedded derivative
is required to be separated from the host contract and accounted for as a derivative when the
entity first becomes a party to the contract. Subsequent reassessment is prohibited unless there is
a change in the terms of the contract that significantly modifies the cash flows that otherwise would
be required under the contract, in which case reassessment is required. As none of the group
entities have changed the terms of their contracts, HK(IFRIC)-9 is not relevant to the Group’s
operations;

HK(IFRIC)-Int.10, “Interim Financial reporting and Impairment”, effective for annual periods beginning
on or after 1st November 2006. HK(IFRIC)-Int. 10 prohibits the impairment losses recognised in a
previous interim period on goodwill, investments in equity instruments and investments in financial
assets carried at cost to be reversed at a subsequent balance sheet date. This interpretation does
not have any impact on this unaudited consolidated condensed interim financial information; and

HKFRS 7, “Financial instruments: Disclosures”, effective for annual periods beginning on or after
1st January 2007. HKAS 1, “Amendments to capital disclosures”, effective for annual periods
beginning on or after 1 January 2007. The Group has assessed that the major impact is the new
disclosures relating to sensitivity analysis for market risks and capital required under HKAS 1.

CBeijing North Star Company Limited 2007 Interim Report
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

The following new standards, amendments to standards and interpretations have been issued but are not
effective for 2007 and have not been early adopted by the Group.

° HK(IFRIC)-Int.11, “HKFRS 2 — Group and Treasury Share Transactions”, effective for annual periods
beginning on or after 1st March 2007. HK(IFRIC)-Int.11 addresses how to apply HKFRS 2 Share-
based Payments to share-based payment arrangements involving an entity’s own equity instruments
or equity instruments of another entity in the same group. Management does not expect the
interpretation to be relevant to the Group;

° HK(IFRIC)-Int.12, “Service Concession Arrangements”, effective for annual periods beginning on
or after 1st January 2008. HK(IFRIC)-12 provides guidance on the accounting by operators in
public-to-private service concession arrangements. As the Group does not participate in service
concession arrangements, HK(IFRIC)-12 is not relevant to the Group’s operations;

° HKFRS 8, “Operation Segments”, effective for annual periods beginning on or after 1st January
2009. HKFRS 8 replaces HKAS 14, “Segment Reporting” and specifies how an entity should report
information about its operating segments in annual financial statements and as a consequential
amendment to HKAS 34, “Interim Financial Reporting”, requires an entity to report selected
information about its operating segments in interim financial information. This standard also sets
out requirements for related disclosures about products and services, geographical areas and
major customers. Management is currently assessing the impact of this standard on the Group’s
consolidated financial information; and

o HKAS 23 (revised 2007), “Borrowing Costs”, effective for annual periods beginning on or after 1st
January 2009. HKAS 23 (revised 2007) removes the option of expensing borrowing costs and
requires an entity to capitalise borrowing costs attributable to qualifying assets. Management believes
that this revised standard should not have any significant impact on the Group’s consolidated
financial information.

CBeijing North Star Company Limited 2007 Interim Report



AREBECERGSPFHAMBERME @

3. FEETBXR®
THEHHEE_FTTLFINREXNHMTERD  WEAANETNRBELBIEFTRN -

e EHEBRVBHREREZES) RFNIFEUBRELN2—KEAREERHZS] -
B-ETLF A - HINRRABNEFHREALER B (BRMBREREZES)
—REFINHAETERTERNON R BZTES RN EREGHRETAXF —SET
HEERNBRETARNANEATEM B REERN 2 - EEERHAMARFEAKH
B

e EHE(FRMBREREBZES) —REFNRIRGBEFERS] A -_TZENF—-F—H
EARFABO S HELER - B8 (BRVEHREREBEZES) —2F 128" THERA
HKULANRBFHFEBENSHEE - ARNAKERELERB S EGHE - LA
EEEAANKEER

e FBEMBHREERSIZENH]  BE_ZTETNF A BHIURFABO ST HEER -
FEEMBRELEUNSRAREBESGFT LN U MBEIFARETERNANEFEMH
BREPLAMERLESHLEBENES  LERKBERSBTE G LR BB KR &

MZE RAETEBNAETHYBERETRAMETHEEDBEES - XELRKE

VTHEMMRE BEIMLREBZEEEMNENERENER - ERELEMNEER

ETHEBERAMBENNEE R

N

e ABEGFTERI2B(EFT 2007) [BEXKA]  A-FTTAF— A - BRNUKRMABH G
HIM AN - BB G ER23(EFT 200 BUE THEERAATER(CHNEZEL EREE
RABREEBNEENBEERRER L - EREERBUHBEITELAEEFRAVBE
MEBEATE -

ZETLEFEPHRE ERERBEERGER AR O



Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

4. SEGMENT INFORMATION

Primary reporting format — business segments:

At 30th June 2007, the Group is organised in the PRC into four main business segments:

(1)

(2)  Retail operations;
)
(4)  Operation of hotels

Sales of properties and land use rights;

Rental from investment properties; and

Other operations of the Group mainly comprise property management, restaurant and recreation operations,

none of which are of a sufficient size to be reported separately.

The segment results for the six months ended 30th June 2007 are as follows:

Unaudited
Sales of
properties
and land Retail Investment Hotel Other

use rights operations properties operations operations Group

RMB'000 RMB'000 RMB'000 RMB’000 RMB’000 RMB’000

Total segment turnover 879,244 226,496 150,844 171,261 68,645 1,496,490
Inter-segment sales — — — — (19,358) (19,358)
Turnover from external customers 879,244 226,496 150,844 171,261 49,287 1,477,132
Segment results 175,190 38,484 70,207 42,609 752 327,242
Unallocated costs (12,423)
Operating profit 314,819
Finance income - net 15,046
Profit before income tax 329,865
Income tax credit 31,368
Profit for the period 361,233

Note (a) Analysis of revenue from retail operations is as follows:
Unaudited

Six months ended 30th June

2007 2006

RMB’000 RMB’000

Sales of owned merchandise 164,488 177,525
Commission income from concessionary sales* 62,008 57,175

226,496

months ended 30th June 2006: RMB 262,023,000).

CBeijing North Star Company Limited 2007 Interim Report
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Gross sales of the merchandise under such concessionary arrangement amounted to RMB 254,072,000 (six
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

4. SEGMENT INFORMATION (Continued)

The segment results for the six months ended 30th June 2006 are as follows:

Unaudited
Sales of
properties
and land Retalil Investment Hotel Other
use rights operations properties operations operations Group

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Total segment turnover 720,203 234,700 150,401 150,338 50,792 1,306,434
Inter-segment sales — — — — (13,254) (13,254)
Turnover from external customers 720,203 234,700 150,401 150,338 37,538 1,293,180
Segment results 178,893 39,050 74,768 30,921 (2,838) 320,794
Unallocated costs (17,517)
Operating profit 303,277
Finance costs-net (5,442)

Share of loss of a jointly

controlled entity — — — — (812) (812)
Profit before income tax 297,023
Income tax expense (84,267)

Profit for the period 212,756

Unallocated costs represent corporate expenses. Inter-segment transactions are entered into under the
similar terms that would also be available to unrelated third parties.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information
(Continued)

4. SEGMENT INFORMATION (Continued)

Other segment terms included in the income statement are as follows:

Unaudited
Six months ended 30th June 2007
Sales of
properties
and land Retail  Investment Hotel Other
use rights  operations properties ~ operations  operations Group

RMB’000 RMB’000 RMB'000 RMB’000 RMB'000 RMB'000

Depreciation 663 6,441 5,132 17,883 1,429 31,548
Amortisation 26,094 — — — — 26,094
Reversal of provision for
impairment of receivables (840) — — — — (840)
Unaudited
Six months ended 30th June 2006
Sales of
properties
and land Retail  Investment Hotel Other
use rights  operations properties  operations  operations Group

RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000

Depreciation 423 6,292 5,702 18,628 2,733 33,778
Amortisation 11,053 — — — — 11,053
Reversal of provision for

impairment of receivables (20) — — — — (20)
Reversal of provision for

inventories — (870) — — — (870)
Reversal of impairment of

properties held for sale (89,725) — — — — (39,725)
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

4. SEGMENT INFORMATION (Continued)

The segment assets and liabilities at 30th June 2007 and capital expenditure for the six months then
ended are as follows:

Unaudited
Sales of
properties
and land Retail  Investment Hotel Other
use rights  operations properties  operations  operations Group

RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Segment assets 9,984,285 174,428 2,210,097 657,629 58,705 13,085,144
Unallocated assets 2,798,955
Total assets 15,884,099
Segment liabilities 5,602,338 121,816 116,836 34,888 143,328 6,019,206
Unallocated liabilities 557,992
Total liabilities 6,577,198
Capital expenditure 633,611 260 9,065 2,849 1,954 647,739

The segment assets and liabilities at 31st December 2006 and capital expenditure for the six months
ended 30th June 2006 are as follows:

Sales of

properties

and land Retail  Investment Hotel Other

use rights  operations properties  operations  operations Group

RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Audited

Segment assets 7,789,616 223,781 3,159,398 679,114 41,255 11,893,164
Jointly controlled entity — — — — 19,286 19,286
Unallocated assets 4,196,526
Total assets 16,108,976
Segment liabilities 5,489,317 126,698 542,201 34,439 142,912 6,335,567
Unallocated liabilities 692,591
Total liabilities 7,028,158
Unaudited

Capital expenditure 641,035 961 11,593 3,363 3,633 660,585
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

4. SEGMENT INFORMATION (Continued)

Segment assets consist primarily of property, plant and equipment, investment properties, land use rights,
properties, inventories, receivables and operating cash. They exclude interest in a jointly controlled entity,
deferred income tax assets and corporate assets.

Segment liabilities comprise operating liabilities. They exclude items such as deferred income tax labilities,
corporate borrowings and dividends payable.

Capital expenditure comprises additions to property, plant and equipment, investment properties, land
use rights and properties under development.

Secondary reporting format — geographical segments

Since all the Group’s sales and operating profit are derived from activities in the PRC, no geographical
analysis is shown.

5. CAPITAL EXPENDITURE

Unaudited
Property, Properties
plant and Investment Land under
equipment properties use rights development
RMB’000 RMB’000 RMB’000 RMB’000
Opening net book amount as at
1st January 2006 879,475 3,052,740 94,200 570,974
Additions 19,647 — 121,208 519,730
Disposals (55) — — —
Depreciation/amortisation
charged to expense (33,778) — (7,717) —
Depreciation recorded in properties
under development for sale (219) — — —
Closing net book amount as at
30th June 2006 865,070 3,052,740 207,691 1,090,704
Opening net book amount as at
1st January 2007 832,272 3,100,740 1,235 299,030
Acquisition of a subsidiary 9,735 — — —
Additions 14,362 — — 633,377
Disposals (note a) (484) (972,740) — —
Depreciation/amortisation
charged to expense (31,548) — (16) (9,887)
Closing net book amount as at
30th June 2007 824,337 2,128,000 1,219 922,520
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

5. CAPITAL EXPENDITURE (Continued)

Note (a) On 2nd March 2007, the Company reached an agreement with the Beijing Municipal Government (the
“Government”) and BNSIGC, under which the Company would transfer a piece of land to the Government
for the use of 2008 Olympic Games held in Beijing for a consideration equivalent to the book value of the
land. Consideration of such transfer amounted to approximately RMB537,670,000 (after deducting the
unpaid portion of the land use rights amounting to RMB435,070,000).

In April 2007, the Company received 50% of the proceeds amounting to RMB268,835,000. The remaining
portion of the proceeds of RMB 268,835,000 was included as other receivable as at 30th June 2007 and
was subsequently settled in July 2007.

6. TRADE AND OTHER RECEIVABLES

As at As at

30th June 31st December

2007 2006

Unaudited Audited

RMB’000 RMB’'000

Trade receivables 42,795 32,006
Less: provision for impairment of receivables (10,209) (10,905)
Trade receivables — net 32,586 21,101
Prepaid tax — Income tax 80,732 52,916
Prepaid tax — Others 133,065 94,287
Deposits of land use rights 148,176 148,176
Other prepayments 24,541 12,221
Other receivables — net 48,238 25,834
Amounts due from BNSIGC (note a) 269,915 —
Dividend receivable — 1,514
737,253 356,049

Note (a)  Amounts due from BNSIGC include the remaining portion of the proceeds from the transfer of land to the
Government of RMB268,835,000 (note 5 (a)).
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

6. TRADE AND OTHER RECEIVABLES (Continued)

At 30th June 2007 and 31st December 2006, the ageing analyses of the trade receivables are as follows:

As at As at

30th June 31st December

2007 2006

Unaudited Audited

RMB’000 RMB’000

Within half year 22,554 12,913
Over half year and within one year 6,560 5121
Over one year and within two years 2,451 1,942
Over two years and within three years 2,010 1,105
Over three years 9,220 10,925

42,795 32,006
The credit terms in connection with sales of properties and land use rights granted to the customers are

set out in the sale and purchase agreements and vary from agreements. There is no concentration of
credit risk with respect to trade receivables as the Group has a large number of customers.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

7. SHARE CAPITAL

As at As at

30th June 31st December
2007 2006
Unaudited Audited
RMB’000 RMB’000

Registered, issued and fully paid:
Liquid shares subject to sales restrictions

1,160,000,000 (31st December 2006: 1,160,000,000)
shares of RMB1 each
held by State owned legal person 1,160,000 1,160,000

550,000,000 (31st December 2006: 750,000,000)
shares of RMB1 each
held by domestic legal person (note a) 550,000 750,000

1,710,000 1,910,000

Listed shares
950,000,000 (31st December 2006: 750,000,000)
shares of RMB1 each listed
in the Mainland (A shares) (note a) 950,000 750,000
707,020,000 (31st December 2006: 707,020,000)
foreign invested shares of

RMB1 each listed in Hong Kong (H shares) 707,020 707,020
1,657,020 1,457,020
Total 3,367,020 3,367,020

Note (a)  Pursuant to the approval document Zheng Jian Fa Xing Zi [2006] No.44 issued by the China Securities
Regulatory Commission, the Company held a public offer of 1,500,000,000 Renminbi-denominated ordinary
shares (A shares) on the Shanghai Stock Exchange at an offer price of RMB2.4 per share, of which
200,000,000 shares were placed offline to book-building targets. The 200,000,000 shares placed to book-
building targets accounted for 13.33% of the total A shares issued and this portion of A shares would
become eligible for listing and circulation after a 3-month lock-up period starting from the listing date of
the pubilic offer shares offered to public investors (16th October 2006). Accordingly, such A shares became
eligible for listing and circulation from 16th January 2007.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

8. TRADE AND OTHER PAYABLES

As at As at

30th June 31st December

2007 2006

Unaudited Audited

RMB’000 RMB’000

Trade payables 148,540 149,939
Advance from customers 2,842,815 2,407,318
Dividends payable to minority shareholders of a subsidiary 7,938 7,944
Accrued construction costs 4,300 4,699
Accrued properties under development costs 415,594 378,734
Amounts due to BNSIGC 35,126 95,387
Accrued bond interests 5,813 37,571
Land premium payable — 435,070
Special purpose payable (note a) 109,164 114,308
Other payables 280,161 251,801

3,849,451 3,882,771

Note (a) This represented refund of consideration paid for land use rights from the relevant government authority. In
accordance with a notice issued on 1st September 1995 by the Beijing Municipal Government, the Group
is required to use the proceeds from such refund for municipal infrastructure and green belt construction of
one of the Group’s properties under development. During the six months ended 30th June 2007,
approximately RMB5,144,000 (six months ended 30th June 2006: RMB3,194,000) was paid for the project.

At 30th June 2007 and 31st December 2006, the ageing analyses of the trade payables are as follows:

As at As at

30th June 31st December

2007 2006

Unaudited Audited

RMB’000 RMB’000

Within half year 106,660 123,895
Over half year and within one year 11,935 14,258
Over one year 29,945 11,786

148,540 149,939
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

9. BORROWINGS

As at As at
30th June 31st December
2007 2006
Unaudited Audited
RMB’000 RMB’000

Long term bank loans
secured 120,000 120,000
unsecured 400,000 600,000
current portion (400,000) (400,000)
120,000 320,000
Bond 1,480,859 1,478,980
1,600,859 1,798,980

Short term bank loans
unsecured 110,000 250,000
Current portion of long term loans 400,000 400,000

Total borrowings 2,110,859 2,448,980

Movements in borrowings are analysed as follows:

Six months ended

30th June 2006

Unaudited

RMB’000

Opening amount as at 1st January 2006 870,000
New bank loans 1,515,000
Repayment of bank loans (500,000)
Bond issued 1,484,170

Closing amount as at 30th June 2006 3,369,170

Six months ended

30th June 2007

Unaudited

RMB’'000

Opening amount as at 1st January 2007 2,448,980
New bank loans 10,000
Repayment of bank loans (350,000)
Amortisation of bond 1,879

Closing amount as at 30th June 2007 2,110,859
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

9. BORROWINGS (Continued)

At 30th June 2007, the maturity of the borrowings is as follows:

Within one year

Between one and two years
Between two and five years
Over five years

10. OTHER (LOSSES)/GAINS — NET

Other (losses)/gains — net are analysed as follows:

Compensation payment to vendors

Compensation income for relocation

(Loss)/gains on disposal of property, plant and equipment
Others

@eijing North Star Company Limited 2007 Interim Report

As at

30th June
2007
Unaudited
RMB’000

510,000
100,000
20,000

1,480,859

2,110,859

As at

31st December
2006

Audited
RMB’000

650,000
300,000
20,000
1,478,980

2,448,980

Six months ended 30th June

2007
Unaudited
RMB’000

(1,395)
192
(73)
417

(859)

2006
Unaudited
RMB’000

(72)
457
11
141

537
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

11.  EXPENSES BY NATURE

Expenses included in cost of sales, selling and marketing costs and administrative expenses are analysed

as follows:
Six months ended 30th June
2007 2006
Unaudited Unaudited
RMB’000 RMB’000
Depreciation 31,548 33,778
Amortisation (note a) 26,110 11,053
Reversal of provision for impairment of receivables (840) (20)
Reversal of provision for inventories — (370)
Reversal of impairment of properties held for sale — (39,725)
Employee benefit expense 108,166 106,996
Advertising costs 14,147 11,731
Cost of properties and land use rights sold
—Land use rights 49,726 44,528
—Finance cost capitalised in cost of properties 12,230 8,406
— Development costs 485,987 445,232
Cost of goods for resale 138,390 150,341
Cost of consumables used 41,282 31,250
Business tax 64,909 54,123
Land appreciation tax 50,924 11,680
Other taxation 17,321 13,127
Office and consumption expenses 44,984 38,916
Energy expenses 19,031 20,686
Consulting and service expenses 21,056 17,866
Repair and maintenance expenses 15,136 13,914
Rental expenses 8,558 6,424
Others 12,789 10,504
Total cost of sales, selling and marketing costs

and administrative expenses 1,161,454 990,440

Note (a)  Amortisation includes the amortisation of land use rights, properties under development and properties
held for sale.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

12.

13.

FINANCE INCOME AND COSTS

Six months ended 30th June

2007 2006
Unaudited Unaudited
RMB’000 RMB’'000
Interest expense:
— bank borrowings wholly repayable within five years 23,783 42,126
—bond not wholly repayable within five years 31,986 5,237
—other borrowings wholly repayable within five years — 7,073
Less: amount capitalised in properties under development
with capitalisation rate of 4.64%
(2006: 5.17%) per annum (55,769) (44,378)
Finance costs — 10,058
Finance income — interest income on short term bank deposits (15,046) (4,616)

Finance (income)/costs — net (15,046) 5,442

INCOME TAX CREDIT/(EXPENSE)

Six months ended 30th June

2007 2006

Unaudited Unaudited

RMB’000 RMB’000
PRC income tax (102,169) (73,637)
Deferred income tax 133,537 (10,630)

Income tax credit/(expense) 31,368 (84,267)

The Group is not subject to any profits tax in Hong Kong as the Group has no assessable profit in Hong
Kong for the period (six months ended 30th June 2006: nil). The Group is subject to PRC income tax on its
assessable income at 33% (six months ended 30th June 2006: 33%).

On 16th March 2007, the National People’s Congress approved the Corporate Income Tax Law of the
People’s Republic of China (the “new CIT Law”). The new CIT Law adjusts the corporate income tax rate
for domestic enterprises and foreign invested enterprises from 33% and 15% respectively to 25% with
effect from 1st January 2008. As a result of the new CIT Law, the carrying values of deferred tax liabilities
and deferred tax assets have been decreased by RMB 149,568,000 and RMB 8,804,000 respectively,
resulting in a deferred income tax credit of RMB 140,764,000 for the six months period ended 30th June
2007. The new CIT Law provides that further detailed measures and regulations on the determination of
taxable profit, tax incentives and grandfathering provisions will be issued by the State Council in due
course. As and when the State Council announces the additional regulations, the Group will assess their
impact, if any.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

14.

15.

16.

17.

EARNINGS PER SHARE (BASIC AND DILUTED)

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company
by the weighted average number of shares in issue during the period.

Six months ended 30th June

2007 2006

Unaudited Unaudited

Profit attributable to equity holders of the Company (RMB’000) 326,024 182,050
Weighted average number of shares in issue (thousands) 3,367,020 1,867,020
Earnings per share (basic and diluted) (RMB cents per share) 9.7 cents 9.8 cents

The Company has no dilutive potential ordinary shares outstanding during the six months ended 30th
June 2007 and 2006 respectively. Therefore, the diluted earmnings per share is equal to the basic earnings
per share.

DIVIDEND

The Board has resolved not to declare any interim dividend in respect of the six months ended 30th June
2007 (six months ended 30th June 2006: nil).

PLEDGED ASSETS

As at 30th June 2007, certain properties under development together with their land use rights were
pledged by the Group as security for long term bank loan of RMB 120,000,000 (As at 31st December
2006: RMB120,000,000).

FINANCIAL GUARANTEE CONTRACTS

The Group has arranged bank financing for certain purchasers of property units and provided guarantees
to secure obligations of such purchasers for repayments. The outstanding guarantees amounted to
RMB2,218,547,000 as at 30th June 2007 (31st December 2006: RMB1,906,974,000).

Such guarantees terminate upon: (i) issuance of the real estate ownership certificate which will generally
be available within six months to two years after the Group delivers possession of the relevant properties
to its purchasers; (ii) completion of mortgage registration; and (iii) issuance of the real estate miscellaneous
right certificate relating to the relevant property.

Management considers that in case of default in payments, the net realisable value of the related
repossessed properties can cover the repayment of the outstanding mortgage principals together with
the accrued interest and penalty and therefore no provision has been made in the condensed consolidated
interim financial information for the guarantees.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

18. COMMITMENTS

(a)  Capital commitments in respect of development costs attributable to properties under development
and land use rights:

As at As at
30th June 31st December
2007 2006
Unaudited Audited
RMB’000 RMB’000
Properties under development
Contracted but not provided for 3,309,726 5,001,906
Authorised but not contracted for 6,304,157 1,579,343
Land use rights

Contracted but not provided for — 934,850

(b)  The Company’s capital commitments in respect of investments in subsidiaries:

As at As at

30th June 31st December
2007 2006
Unaudited Audited
RMB’000 RMB’000

Contracted but not provided for 723,750 692,000

(c) At 30th June 2007 and 31st December 2006, the Group had future aggregate minimum rental
payments under non-cancellable operating leases as follows:

As at As at
30th June 31st December
2007 2006
Unaudited Audited
RMB’000 RMB’'000

Rental payables
Not later than one year 17,115 17,115
Later than one year and not later than five years 53,526 55,659
Later than five years 327,623 334,047

398,264 406,821
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

19. BUSINESS COMBINATION

In January 2007, the Group acquired the remaining 49% interest of Beijing North Star Neusoft Information
Technology Company Limited (“NITCL”) and paid a cash consideration of RMB18,426,000. The above
transaction was completed on 5th February 2007, and thereafter NITCL became a wholly owned subsidiary
of the Group. The acquired business contributed revenue of RMB10,728,000 and net profit of RMB806,000
to the Group for the period from acquisition to 30th June 2007. If the acquisition had occurred on 1st
January 2007, consolidated revenue and consolidated profit for the six months end 30th June 2007 would
have been increased by RMB11,292,000 and RMB533,000 respectively. Details of net assets acquired
and goodwill are as follows:

Purchase consideration Unaudited
RMB’000
Cash paid 18,426
Total purchase consideration 18,426
Fair value of net identifiable assets acquired (refer to below) (18,426)

Goodwill —

The assets and liabilities as of the date of acquisition are as follows:

Acquiree’s
Fair value carrying amount
Unaudited Unaudited
RMB’'000 RMB’000

Cash and cash equivalents 13,179 13,179
Inventories 2,232 2,232
Trade and other receivables 3,335 3,335
Property, plant and equipment 4,795 4,795
Trade and other payables (5,115) (5,115)
Net identified assets acquired 18,426 18,426
Outflow of cash to acquire business, net of cash acquired:
— Cash consideration 18,426
— Cash and cash equivalents in subsidiary acquired (13,179)

Cash outflow on acquisition 5,247

CBeijing North Star Company Limited 2007 Interim Report
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

20.

RELATED PARTY TRANSACTIONS

The Group is controlled by Beijing North Star Industrial Group Company (“BNSIGC”), which owns 34.5%
of the Company’s shares. The remaining 65.5% of the shares are widely held.

BNSIGC itself is a state-owned enterprise controlled by the PRC government. In accordance with HKAS
24, “Related Party Disclosures”, state-owned enterprises and their subsidiaries, other than BNSIGC, directly
or indirectly controlled by the PRC government are also defined as related parties of the Group.

For the purpose of related party transaction disclosure, the Group has procedures in place to assist in the
identification of the immediate ownership structure of its customers and suppliers as to whether they are
state-owned enterprises. Many state-owned enterprises have multi-layered corporate structure and the
ownership structures change over time as a result of transfers and privatisation programmes. Due to the
pervasiveness of the Group’s retail transactions with the entities’ employees on corporate business, their
key management personnel and close family members, and other related parties, there is no feasible way
to track such transactions and ensure the completeness of certain disclosures. Nevertheless, management
believes that meaningful information relative to related party transactions has been disclosed.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

20. RELATED PARTY TRANSACTIONS (Continued)

In addition to the related party information shown elsewhere in the condensed consolidated interim financial
information, the following is a summary of significant related party transactions entered into in the ordinary
course of business between the Group and its related parties during the period and balances arising from
related party transactions at the end of the period indicated below:

Related party transactions

(i) Bank deposits
30th June 31st December

2007 2006
Unaudited Audited
RMB’000 RMB’'000

Bank deposits
State-owned banks 4,093,785 5,097,564

(i) Rental

Six months ended 30th June
2007 2006
Unaudited Unaudited
RMB’000 RMB’000

Rental income
BNSIGC 1,521 644

Other stated owned enterprises 13,396 14,625
Rental income is principally at market prices.

(i)  Purchases of goods and services
Six months ended 30th June

2007 2006

Unaudited Unaudited

RMB’000 RMB’000

A jointly controlled entity (system integration) — 670

BNSIGC (operating lease payment for land) 6,424 6,424

BNSIGC (interest payment for delayed dividend) — 7,073

BNSIGC (purchase of land use right) — 124,690

BNSIGC (office lease acceptance) 2,134 450
Other stated-owned enterprise

Fees paid for construction and technical services 452,159 362,266

Purchases of services and goods are carried out in accordance with the terms as mutually agreed
between the parties.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

20. RELATED PARTY TRANSACTIONS (Continued)

(iv)  Balances arising from sales/purchases of goods/services

Trade and other receivables from related parties
Other state-owned enterprises
BNSIGC

Trade and other payables to related parties
Other state-owned enterprises
BNSIGC

30th June 31st December

2007 2006
Unaudited Audited
RMB’000 RMB’000
2,938 1,717

780 —
32,491 41,455
6,424 95,387

The amounts receivables and payables are unsecured, interest free and have no fixed terms of

repayment.

At 30th June 2007, there were no provisions for impairment of receivables from related parties
(2006: Nil) and there were no provisions for impairment of receivables for related parties charged
to income statement for the six months ended 30th June 2007 (six months ended 30th June 2006:

Nil).

(v) Borrowings from related parties

Borrowings from state-owned banks:
Beginning of the period
Loan drawn down
Loan repayment

End of the period

Interest income from bank deposits

Interest expense on bank loans

CBeijing North Star Company Limited 2007 Interim Report

Six months ended 30th June

2007 2006
Unaudited Unaudited
RMB’000 RMB’000
970,000 870,000
10,000 1,515,000
(350,000) (500,000)
630,000 1,885,000

Six months ended 30th June

2007 2006
Unaudited Unaudited
RMB’000 RMB’000
15,046 4,616
(23,783) (42,126)
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Notes to the Unaudited Condensed Consolidated Interim Financial Information

(Continued)

20. RELATED PARTY TRANSACTIONS (Continued)
(vi)  Accept financial guarantee

Pursuant to an agreement signed by BNSIGC and Bank of China (the “BOC”), BNSIGC provides a
jointly liability counter-guarantee in favour of BOC with respect to the guarantee provided by the
BOC for the 10-year bonds issued by the Company in 2006.

(vii)  Key management compensation

Six months ended 30th June

2007 2006

Unaudited Unaudited

RMB’000 RMB’000

Salaries and other short-term employee benefits 2,166 3,687
Post-employment benefits 176 174

2,342 3,861

21.  SUBSEQUENT EVENTS

(a) In July 2007, the Group participated jointly with Beijing City Development Co.,Ltd (“BCDC”) in the
tender for certain land use rights of a piece of land located in Changsha, Hunan Province, the PRC
and proposed to form a jointly controlled entity with BCDC for development of the land. Upon the
establishment of the jointly controlled entity, it will be owned 80% by the Group and 20% by BCDC.
The Group and BCDC were jointly awarded the tender on 24th July 2007 at a consideration of
RMB9.2 billion.

(b)  On 26th July 2007, the Company acquired additional 2.999% equity interest of its subsidiary,
Beichen North Star Real Estate Development Company Limited (“BNSRE”), from Sinopec Beijing
Yanshan Chemical Corporation (a wholly state-owned company) at a cash consideration of RMB
20,927,000. After the acquisition, the Company held a 86.204% equity interest in BNSRE.

(c) In August 2007, the Company was awarded another tender in respect of certain land use rights of
a piece of land in Beijing, the PRC at a consideration of RMB1.15 billion.

22. RECLASSIFICATION OF COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current period’s presentation.
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Reconciliation of consolidated interim financial statements

The Group has prepared a separate set of consolidated interim financial statements for the six months ended
30th June 2007 in accordance with the PRC GAAP. The differences between the financial information prepared
under the PRC GAAP and HKFRS are summarised as follows:

Unaudited
Profit attributable to equity
holders of the Company Capital and reserves
for the six months attributable to the equity
ended 30th June holders of the Company
As at As at
30th June 31st December
2007 2006 2007 2006
RMB’000 RMB’000 RMB’000 RMB’'000
As stated in accordance with PRC GAAP 177,932 163,774 8,083,046 8,039,795
Impact of HKFRS adjustments
1. Reversal of depreciation of
investment properties
under PRC GAAP 17,791 19,048 533,828 516,037
2. Fair value adjustment of
investment properties
under HKFRS — — 656,274 656,274
3. Difference in valuation of
certain assets 2,818 2,818 (281,291) (284,109)
4, Amortisation of land use
rights in respect of properties
under development for
sale and properties
held for sale under HKFRS (15,851) (2,774) (47,756) (31,905)
5. Impact on deferred tax arising
from investment difference due
to adoption of new PRC GAAP (1,631) (816) — 1,608
6. Deferred income tax credit due
to the change in tax rate 144,965 — 144,965 —
7. Others — — (23)
As stated in accordance with HKFRS 326,024 182,050 9,089,043 8,897,700
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Review of Operations

Year 2007 is the first full operating year since the Company’s A-share issue. As the first domestic property
developer achieving simultaneous listings of A shares and H shares, starting from 2007, the Company has been
conducting thorough analyses of its changes and development needs after the A-share listing. Based on the
Development Strategy Planning Outline (2006-2015) drafted by the Company in 2005, the Company has been
following the strategic objectives of creating an enterprise value chain around the property investment business
chain and building the Company into a top national large-scale property conglomerate. The Company has also
been following the development strategy of accelerating the development of development properties, sustaining
the operation of investment properties and steadily expanding the retail operation. Accordingly, the Company
realises the principle of allocating capital for the three operations of development properties, investment properties
and retail operation in the ratio of 5:3:2. Both the profitability and development potential of the Company’s three
major operations witnessed improvement, laying the foundation for the Company’s further sustained, steady and
rapid growth.

1. OPERATING ENVIRONMENT AND STRATEGIES

Development Properties

In the first half of 2007, the problem of excessively fast growth in the property market remained acute and
property sales prices continued to hover at high levels, as a result of several factors such as higher
demand of properties and the appreciation of Renminbi. Accordingly, the State launched macroeconomic
control measures targeting the property market, which include: (a) restraining the investment demand
through stringent taxation on various aspects, limiting domestic property purchases by individual foreigners,
and raising the bank lending rates for a number of times; (b) increasing the policy-based supply of
residential properties and adjusting the supply structure through measures such as a strict implementation
of the “70% and 90 m?” rule under the “Opinions on Adjusting the Supply of Housing and Stabilising
Housing Prices” KERFARTEHELBREEFERHNER)) jointly announced by nine State
authorities. Through further implementation of macroeconomic control measures, the establishment of a
cascading system on residential property consumption will be sped up and the overly rapid increase in
property prices will be reined in, thereby gradually developing and enhancing the system of assured
residential housing.

Under the impact of the macroeconomic control measures, the Beijing property market for the first half of
2007 was characterised by a slower growth in development investments, a small growth in area under
construction for commaodity housing, and reduced growth in residential flat investments. Under the premise
of declining supply, the area sold for commodity housing also decreased but the rate of decrease became
moderate, while for affordable housing the area commencing construction and the area completed
increased at a faster pace.

During the first half of 2007, the Beijing municipality completed property development investments of
RMB70,990,000,000, representing a 10.9% increase over the same period last year. Among these,
investments in residential flats amounted to RMB36,530,000,000, 9.5% higher than that of the same period
last year and the growth rate was down by 21.6 percentage points as compared to the same period last
year. Area under construction for commodity housing was 83,901,000 m?, up 3.1% over the same period
last year. Among commodity housing, the area under construction of 47,126,000 m? and the area
commencing construction for residential flats of 6,272,000 m? continued to decline, with decreases of
6.6% and 21.9% respectively compared to the same period last year.
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Review of Operations (coninued)

The area completed for commodity housing has been maintaining a higher growth rate, with the completion
of residential flats being a significant driving force. The area completed for commodity housing was
9,590,000 m?, up 20.1% over the same period last year. Among these, the area completed for residential
flats totalled 7,310,000 m?, up 26% and represented 76.2% of the area completed for commaodity housing.

In addition, due to the impact of the 2006 macroeconomic control measures, factors such as planning
adjustments for certain development projects led to a decrease in new supply in the market during the
first half of 2007. From January to June 2007, the newly authorised pre-sale area for commodity housing
was 8,114,000 m?, down 26.6% as compared to the same period last year. Among these, residential flats
accounted for 5,168,000 m?, representing a drop of 31.9%.

As a result of the substantial decrease in supply, the area sold for commodity housing in Beijing also
reported a significant drop. During the first half of 2007, the area sold for commodity housing was 6,541,000
m?, of which pre-sale of residential flats accounted for 5,393,000 m?, representing decreases of 19.5%
and 26.3% respectively over the same period last year which were respectively 7.1 percentage points
and 5.6 percentage points lower than the rate of decrease in supply. Meanwhile, the respective ratios of
pre-sale area over newly authorised pre-sale area for commodity housing and commodity residential flats
were 0.806 and 1.044, up 9.6 percentage points and 8 percentage points respectively over the respective
figures of 0.735 and 0.964 for the same period last year. In particular, there was a supply shortage for
commodity residential flats during the first half of 2007.

Due to the afore-mentioned imbalance between demand and supply, commodity housing prices rose
further in the first half of 2007. The commaodity housing sales price index stood at 109.3%, up 1.4 percentage
points over the same period last year. Among these, prices of ordinary residential flats rose the fastest,
with the average pre-sale price for residential flats within the Fifth Ring Road of the city area surpassing
the level of RMB10,000 per m?.

Facing the development and changes in the Beijing property market, the Company maintains its judgment
on the property sector: the macroeconomic control policy is a regular and inevitable phenomenon, while
a steady, upward development of the property sector is the long-term trend. The Company believes that
rational control policies aim at protecting consumers’ interests, restraining short-term speculations and
raising the requirements and benchmarks for developers, thereby enhancing the industry’s concentration
and ensuring a healthy development for the property sector. In terms of long-term development, as a
result of further policy controls and self-adjustments of the sector, corporate development becomes more
reliant on the enhancement of overall corporate operating abilities and the strengthening of core
competitiveness. For the Company’s property development operation, this presents not only a challenge,
but a precious development opportunity as well.
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Review of Operations (coninued)

Accordingly, in 2007 the Company continues to adopt the strategy of exercising a reasonable control on
the development and construction progress of the Company’s existing projects and on the daily operations.
Among the Company’s completed projects, the Beichen Green Garden project continued to produce
impressive sales performance while the Changdao Langiao Garden Villas project had been sold out and
occupants began to move in. Sales for the Bihai Fangzhou Garden Villas project Phase | was basically
completed, while the Changhe Yushu Garden Villas project reported outstanding sales performance in
the villa sector. The Fragrant Hill Qinggin Villas project also maintained its momentum of rising prices and
booming sales.

The Hot Springs D1 project has successfully obtained the letter of opinion on land planning and the
transportation evaluation, as well as the Transportation Commission’s approval, thereby completing the
relevant work regarding the site planning and construction of the project.

Expanding the land reserves for development properties is the top priority of the Company, with a clear
objective of consolidating its foothold in Beijing and expanding beyond the capital for the operation of
development properties. While actively participating in the construction of Beijing’s key new city projects,
the Company will also accelerate its expansion beyond Beijing by increasing the scale of its land reserves
for sustainable development, as well as selecting the regions and cities with development potential and
comparative advantages to achieve breakthroughs in cross-regional development.

Investment Properties

Beijing has maintained its GDP growth at around 10% for several consecutive years, providing the Company
with a favourable external development environment for the Company’s investment properties operation.
During the first half of 2007, the Beijing market withnessed a strong growth in demand and supply. The
Grade A office rental market of Beijing reported simultaneous rises in both volume and prices during the
first half year, with market demand and average rentals remaining stable with an upward momentum. As
for apartments leasing, the differences in locations, hardware quality and service standards between
various projects led to discrepancies in rentals and occupancy rates.

Both the average room rate and the occupancy rate for Beijing hotels of four-star or above witnessed
substantial increases, ranked the second among major cities nationwide. The average occupancy rates
of four-star and five-star hotels were 70%-73%, with average room rates ranging from RMB468 to RMB905.

During the first half of 2007, the Company’s investment properties fully utilised the resource advantage of
being located within the core of the Olympic Business Circle. Through the strategy of raising property
rentals and optimising the clientele structure, our properties’ average prices reported substantial increases
and this was a major factor contributing to the increase in revenue from our investment properties. The
further optimisation of our clientele structure demonstrated the mounting market influence of our investment
properties and that the quality of our operation management was further enhanced. Meanwhile, while
preparing for the Olympics’ hospitality service, the Company pays special attention to the planning of the
organisation, management and marketing and sales proposals of its new investment properties’ post-
Olympics operations, thereby laying a solid foundation for the enhancement of profitability for these new
investment properties.
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Review of Operations (coninued)

Retail Operation

During the first half of 2007, Beijing’s consumer goods market was booming and sales performance was
impressive. The city realised total retail sales of consumer goods amounting to RMB181,840,000,000, up
14.9% over the same period last year. Per capita disposable income of urban residents reached RMB11,242,
up 14.7% over the same period last year. The real growth was 13.8% after discounting the price factor.

The Company’s retail operation fully exploited the advantage of its professional operation to achieve its
operating objectives in the first half of 2007, through a string of measures such as improving the shopping
environment, adjusting the brand and product structures, increasing the proportion of famous brands
and reducing operating costs, and so forth. In the meantime, the Company also further enhanced the
operation and management modes necessary for the development from single-shop to multi-shop chain
operation.

2. OPERATIONS IN THE FIRST HALF

During the reporting period, the Company realised a turnover of RMB1,477,132,000, up 14.2% over the
same period last year. Total profit amounted to RMB329,865,000, up 11.1% over the same period last
year. Net profit was RMB361,233,000, up 69.8% as compared to the same period last year.

(1) Development Properties

During the reporting period, the development property operation realised contracted sales of
RMB1,296,640,000, down 10% over the same period last year. A cash revenue of RMB1,301,520,000
was realised, up 15% over the same period last year. Turnover amounted to RMB879,244,000, up
22.10% as compared to the same period last year. Area sold was 73,654 m?, down 26% as compared
to the same period last year.

Table on Settlement and Sales of Property Projects During the Period:

Amount

Project Name Area Settled Settled Area Sold  Sales Amount

(‘000 m?) (RMB ‘000) (‘000 m?) (RMB ‘000)
Beichen Green Garden 30.9 377,390 221 279,209
Bihai Fangzhou Garden Villas 4.1 95,790 5.6 117,709
Fragrant Hill Qinggin Villas 14.4 394,990 33.3 734,594
Changhe Yushu Garden Villas — — 12.7 165,130
Changdao Langiao Garden Villas 2.3 38,660 — —

Hot Springs D1 — — — —
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Review of Operations (coninued)

Details of the Company’s Projects During the Period:

Project Name

Beichen Green Garden

Bihai Fangzhou Garden Villas
Fragrant Hill Qinggin Villas
Changhe Yushu Garden Villas
Changdao Langiao Garden Villas
Hot Springs D1

Beichen Building

National Convention Centre

(2)  Investment Properties

Gross Area

(000 m?)

1,644.9
771
203.9
204.5
113.1
301.3
131.8
533.9

Area under
Construction
During
January-
June 2007
(‘000 m?)

924.9
167.4
42.0

131.8
533.9

Area
Completed
During
January-
June 2007
(‘000 m?)

83.3

27.3

During the reporting period, the investment property operation realised RMB150,844,000 in rental

revenue in the first half. Among these, offices realised RMB48,110,000 in rental revenue, apartments

realised a revenue of RMB58,950,000, while convention centres recorded a revenue of
RMB39,680,000. Revenue from hotels amounted to RMB171,261,000.

Hotel Operation

Average
Room
Rate for
January-
June
2007
Crowne Plaza Park
View Wuzhou Beijing 1,104
Beijing Continental
Grand Hotel 434

CBeijing North Star Company Limited 2007 Interim Report
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Room
Rate for
January-
June
2006

888

373

Unit: RMB/Room/Night

Occupancy  Occupancy

Rate for Rate for

January- January-

June June

Change 2007 2006
(%) (%) (%)
24.32 7714 83
16.35 66.36 73

Change
(Percentage
Points)

-5.86

-6.64
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Review of Operations (coninued)

(3)

Investment Properties

Unit: RMB/ m? /Day

Average Average Occupancy  Occupancy

Rental for Rental for Rate for Rate for

January- January- January- January-

June June June June
2007 2006 Change 2007 2006 Change
(%) (%) (%) (Percentage
Points)
Offices 6.00 6.01 -0.17 97.11 95.13 1.98
Apartments 4.22 4.37 -3.43 77.74 75 2.74
Convention Centres 20.36 16.68 22.06 54.35 61.2 -6.85
Exhibition Hall 13.48 17.74 -24.01 38.4 30.2 8.2

Retail Operation

During the Period, the Company’s retail operation realised a sales revenue of RMB226,496,000 in
the first half which was at a similar level as that for the same period last year.

3. SUBSEQUENT SIGNIFICANT MATTERS

1.

On 13th July 2007, a grand opening ceremony was held for the Company’s Olympic Media Village
project, further enhancing the Company’s image and laying a foundation for further sales of the
Olympic Media Village.

On 24th July 2007, Beijing City Development Company Limited and the Company were jointly
awarded the tender for certain land use rights of a piece of land located at Xinhe Sanjiaozhou,
Kaifu District, Changsha City, Hunan Province, thereby increasing the Company’s land reserves by
about 5 million m? and giving a positive impact on the Company’s future development.

On 10th August 2007, the Company obtained the State-owned land use rights of a piece of land for
residential and public facility use (Group A) in Changying Town, Chaoyang District, Beijing, through
atender. The Company'’s land reserves increased by about 460,000 m? accordingly.

The National Convention Centre project has commenced internal and external decoration and
installation and testing of facilities; the main structure of Olympic Media Village has been fully
topped out; the wall installation of Beichen Building’s main building and podium has been basically
finished.

CBeijing North Star Company Limited 2007 Interim Report
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Review of Operations (coninued)

4. PROSPECTS FOR THE SECOND HALF

For the second half of 2007, amid a variety of factors including the population’s continued growth in
wealth, the long-standing imbalance in property demand and supply and the expected Renminbi
appreciation, we believe that housing prices, which are of consumption and investment natures
simultaneously, will maintain their upward momentum for a certain period. The State will continue to
strengthen the macroeconomic control measures to expand an effective supply, adjust the supply structure
and rein in speculative and investment demand, as well as increasing the supply of affordable housing
and low-rent housing, so as to achieve an organic integration of assurance-based demand and market
demand. Such factors will provide a favourable operating environment for the Company’s development
properties.

In the second half of 2007, it is estimated that China’s macro-economy will continue to report rapid growth,
with consumption rising further and the retail business boom remaining at the peak. With the Olympic
Games arriving, Beijing, the biggest beneficiary of the Olympic economy, will witness significant
improvement in its urban infrastructure and traffic environment. The Company, located in the Olympic
Games District, will see its investment properties and retail operation enjoying massive business
opportunities of the Olympic Games.

Development Properties

The Company’s development properties operation will continue to strengthen market analysis, product
positioning, detailed planning and strategic marketing and sales. Among our projects, the Beichen Green
Garden project will use every effort to push forward the sale of the Olympic Media Village. The Fragrant
Hill Qingqin Villas project will fully exploit its natural and humanistic advantages to cultivate market attraction
as a new villa project, so as to further enhance the income level. The Bihai Fangzhou Garden Villas project
will combine with the geographical advantage to further enhance its market competitiveness and will
strive for commencing the construction of Phase Il. The Changhe Yushu Garden Villas project will utilise
the advantages of its project scale and company brand to further strengthen the effort on development
and sales. The Hot Springs D1 project will strive to commence construction, in order to create greater
profit for the Company.

The Olympic Media Village project will exploit the opportunities presented by the Olympic Games and will
be officially offered for sale in the second half. Beichen Building has completed equipment testing and
decoration works and is fully prepared for operational commencement. The construction works of the
Beijing Olympic Park National Convention Centre project will be completed as scheduled.

The Company’s newly obtained land located at Xinhe Sanjiaozhou, Kaifu District, Changsha City, Hunan
Province and the project involving the Group A plot of the residential and public facility land in Changying
Town, Chaoyang District, Beijing will gradually commence preliminary preparation work, establishing the
project companies and working on market analysis, product positioning, planning and design. Through
product innovation and professional operation, the projects will provide the market with quality products
that cater to customers’ needs and offer a higher price-performance ratio and reliability.
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Review of Operations (coninued)

Investment Properties

The Company’s investment properties operation will enhance its results by consolidating the operating
gains for the first half and exploiting the opportunities offered by the Olympic Games. The Company will
actively pursue the preparation work for the marketing and sales of Beichen Building and for the post-
Olympics operation of the Beijing Olympic Park National Convention Centre project, so as to ensure an
impressive head-start in operation.

Retail Operation

The Company will further enhance its strategic control management mode, utilise the professional operation
mechanism and actively explore competition approaches other than pricing strategies, so as to facilitate
a steady growth in sales. Meanwhile, the Company will actively proceed with the preparation work for the
commencement of Beichen Building Luxury Department Store, as well as making preparations for the
commercial projects at the National Convention Centre and Beichen Green Garden.

CBeijing North Star Company Limited 2007 Interim Report



75

L& O EE e

REYE

AAREVMERBEBRLFFLEXR  MEREFH  EexE HHRERIERKXEMS
HEMBEENRRERRERATLREBERLENERIHF ERFEHEE -

FER¥
AETERRE P EEEMELUEERN  BEFEXLEFERS  BERXEBERE

ROMBEFRER  REHERRIRES FAREGEFARIERAERRERENERSRTHE
EREREFTLAXRBENZEREBXAR -

ZETLEFEPHRE ERERBEERGER AR ::)



76

Discussion and Analysis of the Group’s Performance

FINANCIAL RESOURCES AND CASH FLOW SITUATION

Equity holders’ interest as at 30th June 2007 increased by 2.2% compared with that as at 31st December 2006.
The increase was mainly due to the increase in the profit attributable to equity holders of RMB326,024,000 for the
Period.

Total borrowings of the Group as at 30th June 2007 amounted to RMB2,110,859,000, among which
RMB1,480,859,000 was bond issued with a term of 10 years and the remaining balance was bank borrowings.
The Group’s current assets comprised mainly bank deposits and cash, properties held for sale and properties
under development for sale, which amounted to RMB11,973,130,000 whereas current liabilities amounted to
RMB4,508,940,000. As at 30th June 2007, balance of bank deposits and cash amounted to RMB3,911,000,000
(excluding restricted bank deposits).

As at 30th June 2007, the land use rights and certain properties under development were pledged by the Group
as security for long term bank loan of RMB 120,000,000 (as at 31st December 2006: RMB120,000,000). The
gearing ratio of the Group was 41% calculated by dividing total liabilities over total assets.

The Group had arranged bank financing for certain purchasers of the Group’s properties and provided guarantees
to secure the repayment obligations of such purchasers. The outstanding guarantees amounted to
RMB2,218,547,000 as at 30th June 2007 (as at 31st December 2006: RMB1,906,974,000).

COMPARISON OF OPERATING RESULTS

The Group’s turnover for the six months ended 30th June 2007 was approximately RMB1,477,132,000, an increase
of approximately 14.2% over the same period last year. The increase in turnover is mainly attributed to the
substantial increase in revenues from property sales and hotel operation.

Operating profit of the Group for the six months ended 30th June 2007 amounted to approximately
RMB314,819,000, an increase of approximately 3.8% over the same period last year. Profit attributable to equity
holders amounted to approximately RMB326,024,000, representing an increase of 79.1% over the same period
last year.

Sales of properties and land use rights recorded a turnover of RMB879,244,000, representing an increase of
22.1% over the same period last year. The increase in operating profit is mainly due to the profit on sales of
Beichen Green Gardan Sections C3, C1 and the commercial project of Phase Ill (Section B1), and Fragrant Hill
Qinggqin Villas.

The rental income of investment properties for the six months ended 30th June 2007 amounted to RMB 150,844,000,
a similar level as that for the same period last year.
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During the Period, the Company’s retail operation recorded a turnover of RMB226,496,000, representing a decrease
of 3.5% over the same period last year. The decrease is mainly attributable to the road renovation works near the
shopping centre, the full refurbishment of the fourth floor and the partial refurbishment of the second and third
floors.

Turnover of the hotel operation surged by 13.9% with operating profit amounting to RMB42,609,000. Benefitting
from its excellent management and environment, Crowne Plaza Parkview Wuzhou Beijing achieved better
occupancy rates than its competitors of the same grade. By collaborating with Beijing International Convention
Centre, Beijing Continental Grand Hotel attained steady income growth.

SHARE CAPITAL AND SHAREHOLDERS

Share Capital

The Company’s registered capital as at 30th June 2007 totalled 3,367,020,000 shares in issue, comprising:

Domestic-listed circulating A shares 2,660,000,000 shares Representing 79.002%
Foreign-listed H shares 707,020,000 shares Representing 20.998%
As at As at

30th June 31st December

2007 2006

Unaudited Audited

RMB’000 RMB’000

Registered, issued and fully paid:

Liquid shares subject to sales restrictions
1,160,000,000 (31st December 2006: 1,160,000,000) shares

of RMB1 each held by State owned legal person 1,160,000 1,160,000
550,000,000 (31st December 2006: 750,000,000) shares
of RMB1 each held by domestic legal person (Note a) 550,000 750,000

1,710,000 1,910,000

Listed shares
950,000,000 (31st December 2006: 750,000,000) shares

of RMB1 each listed in the Mainland (A shares) (Note a) 950,000 750,000

707,020,000 (31st December 2006: 707,020,000) foreign
invested shares of RMB1 each listed in Hong Kong (H shares) 707,020 707,020
1,657,020 1,457,020

Total 3,367,020 3,367,020
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Note (a)  Pursuant to the approval document Zheng Jian Fa Xing Zi [2006] No.44 issued by the China Securities Regulatory
Commission, the Company held a public offer of 1,500,000,000 Renminbi-denominated ordinary shares (A shares)
on the Shanghai Stock Exchange at an offer price of RMB2.4 per share, of which 200,000,000 shares were
placed offline to book-building targets. The 200,000,000 shares placed to book-building targets accounted for
13.33% of the total A shares issued and this portion of A shares would become eligible for listing and circulation
after a 3-month lock-up period starting from the listing date of the public offer shares offered to public investors
(16th October 2006). Accordingly, such A shares became eligible for listing and circulation from 16th January
2007.

Shareholdings of Substantial Shareholders

As at 30th June 2007, the following persons, other than a director, supervisor or chief executive of the Company,
had 5% or more interests in the relevant class of shares of the Company as recorded in the register required to be
kept under Section 336 of Part XV of the Securities and Futures Ordinance (“SFO”):

Long positions in shares of the Company

Percentage
of the Percentage
relevant of total
Nature of Class of Number of class share
Name of shareholder interest Capacity shares share held of shares capital
Beijing North Star Industrial ~ Corporate Beneficial Ashares 1,160,000,000 43.609% 34.452%

Group Company interest owner

Save as disclosed above, the register required to be kept under Section 336 of Part XV of the SFO showed that
the Company had not been notified of any interests or short positions in the shares or underlying shares of the
Company as at 30th June 2007.

INTERESTS OF DIRECTORS AND SUPERVISORS OF THE COMPANY

As at 30th June 2007, none of the directors, supervisors, chief executive of the Company or their associates had
any interests or short positions in the shares, underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO) as recorded in the register required to be kept under
Section 352 of the SFO, or otherwise notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of the SFO or the Model Code for Securities Transactions by Directors of Listed Companies. None of the
directors, supervisors, chief executive of the Company or their associates had been granted or had exercised
any such rights during the six months ended 30th June 2007.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has strived to maintain and establish a high level of corporate governance and has fully complied
with the code provisions set out in the “Code on Corporate Governance Practices” contained in Appendix 14 of
the Listing Rules during the Period.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers as set out
in Appendix 10 of the Listing Rules (the “Model Code”). Having made specific enquiries from all directors and
supervisors of the Company, the Company confirms that its directors and supervisors have compiled with the
required standards as set out in the Model Code during the six months ended 30th June 2007.

AUDIT COMMITTEE

An Audit Committee has been established by the Company to review and supervise the financial reporting
process and internal control procedures of the Company. The Group’s interim report for the six months ended
30th June 2007 has been reviewed by the Audit Committee and the Board of the Company. The Audit Committee
comprises three independent non-executive directors of the Company.

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.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

The Company had not redeemed any of its shares during the Period. Neither the Company nor any of its subsidiaries
had purchased or sold any of the Company’s issued shares during the Period.

DESIGNATED DEPOSITS AND DUE FIXED DEPOSITS

As at 30th June 2007, the Group had no designated deposits that were placed with financial institutions in the
PRC. All of the Group’s cash deposits have been placed with commercial banks in the PRC in compliance with
relevant laws and regulations. The Group has not experienced any incidents of not being able to withdraw bank
deposits when due.
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EMPLOYEES

As at 30th June 2007, the Company had 4508 employees. Adjustments of employee remuneration will be made
according to the Company’s turnover and profitability and are determined by assessing the correlation between
the total salary paid and the economic efficiency of the enterprise. Under this mechanism, the management of
employee remunerations will be more efficient while employees will be motivated to work hard to bring good
results to the Company. Save from the remuneration policies disclosed above, the Company does not maintain
any share option scheme for its employees and the employees do not enjoy any bonus. The Company regularly
provides for its administrative personnel trainings on various subjects, including operation management, foreign
languages, computer skills, industry know-how and policies and laws, in different forms, such as seminars, site
visits and study tours.

STAFF QUARTERS

During the Period, the Company did not provide any staff quarters to its staff.

DOCUMENT FOR FUTURE REFERENCE

The original copy of the 2007 interim report, signed by the Chairman is available for inspection at the Secretariat
of the Board, of which the address is:

Beijing North Star Company Limited
707, Tower A, Hui Xin Building

No. 8 Bei Chen Dong Road

Chao Yang District

Beijing, the PRC

By Order of the Board
HE Jiang-Chuan

Chairman

Beijing, the PRC
29th August 2007
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Corporate Information

NEEH

Legal name
of the Company:

English name
of the Company:

Registered address

of the Company:

Place of business
of the Company:

Legal representative

of the Company:

Company
secretaries:

Person-in-charge
on information
disclosure:

Company
information
enquiry unit:
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Beijing North Star Company Limited

No. 8 Bei Chen Dong Road,
Chao Yang District, Beijing,
the PRC

No. 8 Bei Chen Dong Road,
Chao Yang District, Beijing,
the PRC

HE Jiang-Chuan

GUO Chuan

LEE Ka-Sze, Carmelo

GUO Chuan

Secretariat of the Board

COMPANY INFORMATION ENQUIRY

Address:

Postal code:

Telephone:

Fax:

Website:

707, Tower A, Hui Xin Building
No. 8 Bei Chen Dong Road,
Chao Yang District, Beijing,
the PRC

100101

86(10) 6499 1277

86(10) 6499 1352

www.beijingns.com.cn
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Corporate Information (coniinued)

NCIR-§ 30D

REGISTRATION
Date and place
of first registration:
Registration number
with the Industry
and Commerce
Bureau:
Registration number

with the Taxation
Bureau:

AUDITORS
PRC auditor:

Address:

Postal code:

Telephone:

Fax:

International auditor:

Address:

Telephone:

Fax:

2nd April 1997,
Beijing, the PRC

11509936

110105633791930

PricewaterhouseCoopers
Zhong Tian CPAs Co., Ltd.

11/F, PricewaterhouseCoopers

Centre,

No. 202 Hubin Road,
Shanghai, the PRC
200021

86(21) 6123 8388
86(21) 6123 8800

PricewaterhouseCoopers

22/F, Prince’s Building,
Central, Hong Kong

(852) 2289 8888

(852) 2810 9888
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Corporate Information (continued)

NAEIEE @

LEGAL ADVISERS

PRC lawyer: Beijing Da Cheng Solicitors
Office

Address: 12/F, Guohua Plaza,
3 Dongzhimennan Avenue,
Dongcheng District, Beijing,
the PRC

Postal code: 100007

Telephone: 86 (10) 5813 7799

Fax: 86 (10) 5813 7788

Hong Kong lawyer:  Woo, Kwan, Lee & Lo

Address: 26/F, Jardine House,
1 Connaught Place,
Central, Hong Kong

Telephone: (852) 2847 7999

Fax: (852) 2845 9225

HONG KONG SHARE REGISTRAR AND
TRANSFER OFFICE

Hong Kong Registrars Limited
Shops 1712-1716, 17/F,
Hopewell Centre

183 Queen’s Road East
Wanchai

Hong Kong

STOCK CODE
0588
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