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23 Reserves (continued)

Notes:

(a) According to their  respective Ar ticles of  Association, BNSRE, Beij ing

Nor th Star Luzhou Commercial Company Limited, Beij ing North Star

Xinhe Prop er t y Management Company Limited, Bei j ing Nor th Star

Xincheng Propert y Management Company Limited and the Company

are required to transfer  5% to 10% of their  profit  after  taxation, as

shown in the accounts prepared under PRC accounting regulations,

to their statutor y public benefit  fund.

The statutor y public benefit  fund can only be used for the collective

benefit  and facil it ies of  the employees of the respective companies.

E m p l oye e s  a re  o n l y  e n t i t l e d  to  u s e  t h e s e  f a c i l i t i e s ; t h e  t i t l e  a n d

o w n e r s h i p  o f  t h e  f a c i l i t i e s  w i l l  r e m a i n  w i t h  t h e  r e s p e c t i v e

companies.

T h e  f u n d  f o r m s  p a r t  o f  t h e  s h a r e h o l d e r s ’  f u n d s  a n d  i s  n o t

distr ibutable  other  than on l iquidation. The transfer  to  this  fund

must be made before the distribution of dividends to shareholders of

the respective companies.

The respective companies’ directors have proposed to transfer 10%

o f  t h e  p ro f i t  a fte r  t a x a t i o n , a s  s h ow n  i n  t h e i r  a c co u n t s  p re p a re d

u n d e r  P R C  a c c o u n t i n g  r e g u l a t i o n s , t o  t h e  s t a t u t o r y  p u b l i c

benefit  fund.

(b) The proposed transfer to the discretionar y reser ve fund is  subject to

approval by the shareholders in general meeting. I ts usage is similar

to that of the statutor y reser ve fund.

(c) Under PRC Sino-foreign Joint Venture Law requirements, equity joint

ve n t u re  co m p a n i e s  ( n o te  1 4 )  a re  re q u i r e d  to  a p p ro p r i a t e  to  t h e

re s e r ve  f u n d, e n t e rp r i s e  e x p a n s i o n  f u n d, a n d  s t a f f  a n d  wo r ke r s

bonus and welfare fund with no minimum amount specified.

(d)  At 31st  December 2000, the distributable reser ves of  the Company

represented the retained profits  as stated in its  accounts prepared

under PRC accounting regulations, amounted to Rmb255,835,090

(1999: Rmb201,324,538).
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24 Deferred taxation

�� �� 
Group Company

2000 1999 2000 1999
�� !" �� !" �� !" �� !"

Rmb’000 Rmb’000 Rmb’000 Rmb’000

At 1st January, 8,749 25,469 8,749 10,000

Transfer to profit and

loss account (note 9) (6,081) (16,720) (6,081) (1,251)

At 31st December, 2,668 8,749 2,668 8,749

Provided for in respect of:

Different revenue recognition

methods 1,005 5,846 1,005 5,846

Other timing difference 1,663 2,903 1,663 2,903

2,668 8,749 2,668 8,749

The PRC income tax is charged on the Group’s assessable profit

stated in the accounts prepared under the PRC accounting

regulations. Provision for deferred taxation is made for the timing

differences mainly arising from different revenue recognition

methods being applied in the accounts prepared in accordance

with accounting principles generally accepted in Hong Kong.

The potential deferred taxation liabilities not provided for in the

accounts amounts to:

Surplus on revaluation of

investment properties

and hotel properties 225,572 280,286 157,059 195,603
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25 Notes to the consolidated cash flow statement

(a) Reconciliation of profit before taxation to net cash

outflow from operating activities:

2000 1999
�� !" �� !"

Rmb’000 Rmb’000

Profit before taxation 165,591 139,652

Interest income (56,594) (86,421)

Interest expense 4,019 1,347

(Write back)/provision for diminution

in value of properties held for sale (66,597) 18,186

Provision for doubtful receivables 33,124 19,287

Share of loss of a jointly controlled entity 667 64

Share of (profit)/loss of  an associated company (785) 5,463

Loss on disposal of an associated company 322 —

Depreciation 31,579 33,368

Loss on disposal of property, plant and equipment 4,235 4,046

Decrease/(increase) in inventories 131,021 (35,607)

Decrease/(increase) in properties under

development for sale 85,721 (149,066)

Increase in trade and other receivables (75,811) (43,578)

Decrease in trade and other payables (486,226) (9,661)

Net cash outflow from operating activities (229,734) (102,920)
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25 Notes to the consolidated cash flow statement

(continued)

(b) Analysis of changes in financing during the year

�� ! �� !"#
Short-term Minority ��

loan interests Total
�� !" �� !" �� !"

Rmb’000 Rmb’000 Rmb’000

At 1st January, 1999 — 207,410 207,410

Share of loss — (10,709) (10,709)

Acquisition — 220 220

Dividends paid — (4,070) (4,070)

At 31st December, 1999 — 192,851 192,851

At 1st January, 2000 — 192,851 192,851

Cash inflow from financing 40,000 — 40,000

Share of loss — (15,096) (15,096)

Dividends paid — (18,051) (18,051)

At 31st December, 2000 40,000 159,704 199,704

(c) Analysis of the balances of cash and cash equivalents

2000 1999
�� !" �� !"

Rmb’000 Rmb’000

Bank balances and cash 987,929 1,495,018

(d) Analysis of the disposal of an associated company

2000
�� !"

Rmb’000

pÜ~êÉë=çÑ=åÉí=~ëëÉíë=çå=Çáëéçë~ä

çÑ= ~å= ~ëëçÅá~íÉÇ= Åçãé~åó 4,922

iÉëëW=içëë=çå=Çáëéçë~ä (322)

Satisfied by other receivables 4,600
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26 Commitments

(a) Capital commitments in respect of investment

properties/properties under development, construction

in progress and purchase of equipment and machinery:

�� �� 
Group Company

2000 1999 2000 1999
�� !" �� !" �� !" �� !"

Rmb’000 Rmb’000 Rmb’000 Rmb’000

Authorised but not

contracted for 169,985 391,663 169,985 391,663

Contracted but not

provided for 13,181 184,409 13,181 112,109

183,166 576,072 183,166 503,772

(b) Capital commitments in respect of development costs

attributable to land and properties under development

for sale:

�� �� 
Group Company

2000 1999 2000 1999
�� !" �� !" �� !" �� !"

Rmb’000 Rmb’000 Rmb’000 Rmb’000

Authorised but not

contracted for 1,783,728 2,002,454 1,776,022 1,593,461

Contracted but not

provided for 154,647 391,697 154,647 312,783

1,938,375 2,394,151 1,930,669 1,906,244
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26 Commitments (continued)

(c) Commitments under operating leases in respect of land

and buildings to make payments in the next 12 months

are as follows:

�� �� 
Group Company

2000 1999 2000 1999
�� !" �� !" �� !" �� !"

Rmb’000 Rmb’000 Rmb’000 Rmb’000

Lease which expires after

the fifth year 15,000 15,000 15,000 15,000

27 Related party transactions

The following is a summary of significant related party

transactions entered into by the Group and the Company

which were carried out in the normal course of the Group’s

and the Company’s business during the year:

�� �� 
Group Company

2000 1999 2000 1999
�� !" �� !" �� !" �� !"

Rmb’000 Rmb’000 Rmb’000 Rmb’000

Transactions with the

Holding Company

Interest expense (note a) 2,925 1,347 — —

Operating lease payment

for land  (note b) 15,000 15,000 15,000 15,000

Sales of properties  (note c) 21,391 3,142 — —

Transactions with

fellow subsidiaries

Heating fees paid to �� !"

 (note d) 15,456 16,819 15,456 16,819

Design and installation charge

paid to �� !"#$%

(note e) 4,140 — 4,140 —
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27 Related party transactions (Continued)

Notes:

(a) Interest  was charged on a loan from Holding Company (note20) at

prevailing market rate.

(b) The Company has entered into a lease agreement with the Holding

Company for cer tain land, investment proper ties, hotel proper ty and

buildings of the Company. According to the agreement, the rental for

2000 and 1999 was fixed at Rmb15,000,000 per annum.

(c) The sales of  proper ties to the Holding Company were carried out in

the normal course of the business.

(d) The Company has entered into a miscellaneous ser vices agreement,

d a te d  1 1 t h  A p r i l , 1 9 9 7 , w i t h  t h e  H o l d i n g  Co m p a n y  w h e re by  t h e

H o l d i n g  C o m p a n y  a g r e e d  t o  p r o v i d e  c e r t a i n  s e r v i c e s  t o  t h e

Co m p a n y. Th e  d e t a i l s  o f  t h e s e  s e r v i ce s  a n d  p r i c i n g  b a s i s  a re  a s

follows:

Price basis

Securit y ser vices Market Price

Transpor t services Cost

Maintenance of roads and open park Cost

Heating State Price

These arrangements  (other  than maintenance of  roads and open

park which are for a term of approximately 50 years)  are valid for a

t e rm  o f  t e n  ye a r s  f ro m  t h e  d a t e  o f  s i g n i n g  o f  t h e  m i s ce l l a n e o u s

ser vices agreement.

(e) The Company has entered into supply contracts for residential  area

a u t o m a t i c  ca r  p a r k  g a ra g e  e q u i p m e n t  a n d  t e c h n o l o g y  w i t h  a

co m p a n y  co n t ro l l e d  by  t h e  H o l d i n g  Co m p a n y. Ac c o rd i n g  t o  t h e

contrac ts, the design and instal lation charges paid amounting to

RMB4,140,000.

(f ) Except for interest expense and sales of proper ties, the transactions

stated above are connected transactions which are also disclosed in

the Report of the Directors.

(g) The independent non-executive directors of the Company confirmed

t h a t  t h e  t r a n s a c t i o n s  s t a t e d  a b o v e  h a d  b e e n  c a r r i e d  o u t  i n

a c c o r d a n c e  w i t h  t h e  t e r m s  o f  t h e  a g re e m e n t s  r e l a t i n g  t o  t h e

t ra n s a c t i o n s  i n  q u e s t i o n  a n d  t h a t  t h ey  we re  i n  t h e  o rd i n a r y  a n d

normal course of business of the Company.
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28 Comparative figures

The operating costs and administrative expenses for the year

ended 31st December, 1999 have been reclassified to

conform with the current year presentation with no effect on

the operating profit.

29 Ultimate holding company

The directors regard Beijing North Star Industrial Group

Company, a State-owned enterprise established in the PRC,

as the Company’s ultimate holding company.
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