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W H Bk Notes to the Accounts

Company background

Beijing North Star Company Limited (the “Company”) was a joint stock limited
company established in the People’s Republic of China (the “PRC”) on 2nd April,
1997 as part of the reorganisation (“Reorganisation”) of a State-owned enterprise
known as Beijing North Star Industrial Group Company (the “Holding Company”)
(note 30).

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

the “Group”.

Basis of preparation of accounts

The Reorganisation was treated as a reorganisation of entities under common
control. Under this basis, the Group is regarded as a continuing entity, and
accordingly, the consolidated accounts of the Group have been accounted for on
the basis of merger accounting. The consolidated accounts have been prepared as
if the existing group structure had been in place through out the period before the

date of Reorganisation.

Principal accounting policies

The accounts have been prepared in accordance with accounting principles generally
accepted in Hong Kong and comply with accounting standards issued by the Hong
Kong Society of Accountants (the “HKSA”). The accounts have been prepared
under the historical cost convention as modified by the revaluation of hotel

properties and investment properties.
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Principal accounting policies (continued)

In current year, the Group adopted Statement of Standard Accounting Parctice

(“SSAP”) 12 (revised) “Income Taxes” issued by the HKSA which is effective for

accounting periods commencing on or after Ist January, 2003. The changes to the

Group’s accounting policies and the effect of adopting this new policy is set out in

note 3(n).

Consolidation
The consolidated accounts include the accounts of the Company and its

subsidiaries made up to 31st December.

The results of subsidiaries acquired or disposed of during the year are included
in the consolidated profit and loss account from the effective date of

acquisition or up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances within the Group

are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents the difference
between the proceeds of the sale and the Group’s share of its net assets
together with any unamortised goodwill or negative goodwill or goodwill/
negative goodwill taken to reserves and which was not previously charged
or recognised in the consolidated profit and loss account and also any related

accumulated foreign currency translation reserve.

Minority interests represent the interests of outside shareholders in the

operating results and net assets of the subsidiaries.

Subsidiaries
A company is a subsidiary if more than 50% of the voting capital is held for
the long term or if the composition of the board of directors is controlled

by the Company.

In the Company’s balance sheet, the investments in subsidiaries are stated
at cost less provision for impairment losses, if necessary. The results of
subsidiaries are accounted for by the Company on the basis of dividends

received and receivable.

Annual Report 2003 BEIJING NORTH STAR COMPANY LIMITED
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Principal accounting policies (continued)

(©

Joint venture

A joint venture is a contractual arrangement whereby the Group and other
parties undertake an economic activity which is subject to joint control and
none of the participating parties has unilateral control over the economic

activity.

The consolidated profit and loss account includes the Groups share of the
results of a jointly controlled entity for the year, and the consolidated balance
sheet includes the Group’s share of the net assets of the jointly controlled
entity and goodwill/negative goodwill (net of accumulated amortisation)

on acquisition.

In the Company’s balance sheet, the investment in a jointly controlled entity
is stated at cost less provision for impairment losses, if necessary. The results
of the jointly controlled entity is accounted for by the Company on the

basis of dividends received and receivable.

Revenue recognition
Revenue from the sale of completed properties is recognised when the legally
binding sales contracts are signed and the customers take possession of the

properties.

Revenue from the sale of properties under development and the sale of land

under development are recognised as set out in note 3(g).

Operating lease rental income is recognised on a straight line basis over the

term of the lease.

Revenue from the sale of goods for resale is recognised on the transfer of
risks and rewards of ownership, which generally coincides with the time

when the goods are delivered to customers and title has passed.

Revenue from the provision of services is recognised when the services are

rendered.

Interest income is recognised on a time apportionment basis, taking into

account the principal amounts outstanding and the interest rates applicable.
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Principal accounting policies (continued)

(e)

Investment properties

Investment properties are interests in land and buildings in respect of which
construction work and development have been completed and which are
held for their investment potential, any rental income being negotiated at

arm’ length.

Investment properties held on leases with unexpired periods greater than
20 years are valued at intervals of not more than three years by independent
valuers; in each of the intervening years valuations are undertaken by
professionally qualified executives of the Group. The valuations are on an
open market value basis related to individual properties and separate values
are not attributed to land and buildings. The valuations are incorporated in
the annual accounts. Increases in valuation are credited to the investment
properties revaluation reserve; decreases in valuation are first set off against
increases on earlier valuations on a portfolio basis and thereafter debited to
operating profit. Any subsequent increases are credited to operating profit
up to the amount previously debited. No depreciation is provided in respect

of these properties.

Investment properties held on leases with unexpired periods of 20 years or

less are depreciated over the remaining portion of the leases.

Upon the disposal of an investment property, the relevant portion of the
investment properties revaluation reserve realised in respect of previous
valuations s released from the investment properties revaluation reserve to

the profit and loss account.

Annual Report 2003 BEIJING NORTH STAR COMPANY LIMITED
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Principal accounting policies (continued)

(f)  Hotel properties

Hotel properties are interests in land and buildings and their integral fixed
plant which are collectively used in the operation of the hotel. They are
stated in the balance sheet at their open market value based on valuations
carried out at intervals of not more than three years by independent valuers;
in each of the intervening years valuations are undertaken by professionally
qualified executives of the Group. The valuations are incorporated in the
annual accounts. Increases in valuation are credited to the hotel properties
revaluation reserve, decreases in valuation are first set off against increases
on earlier valuations and thereafter debited to operating profit. Any
subsequent increases are credited to operating profit up to the amount

previously debited.

It is the Group’s practice to maintain the hotel properties in a continual
state of sound repair and, to make improvements thereto from time to time
and, accordingly, the directors consider that given the estimated useful lives
of the hotel properties, any depreciation would be insignificant due to their
high residual value. Such expenditure on repairs and improvements is
expensed as incurred. Hotel properties held on leases with unexpired periods

of 20 years or less are depreciated over the remaining portion of the leases.

Upon the disposal of a hotel property, the relevant portion of the hotel
properties revaluation reserve realised in respect of previous valuations is
transferred from the hotel properties revaluation reserve to retained profits

and is shown as a movement in reserves.
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Principal accounting policies (continued)

(g

Land, investment properties/properties under development

Land, investment properties/properties under development for long term
investment purposes are included under property, plant and equipment and
stated at cost less any provisions for accumulated impairment losses which
comprise land cost, resettlement costs, construction costs, interest costs and

other direct costs attributable to the development.

Properties under development for sale are included under current assets
and comprise land costs, resettlement costs, construction costs, interest costs,
other direct costs attributable to the development and profit taken to date,
less sale instalments received and any provisions for accumulated impairment
losses. When a development property is sold in advance of completion of
construction, and when such completion s certain, profit is recognised over
the course of the development and is computed each year as a proportion of
total estimated profit to completion, the proportion used being the lower of
the proportion of development costs paid at the balance sheet date to
estimated total development costs and the proportion of sales proceeds
received at the balance sheet date to contract value. Where purchasers fail to
pay the balance of the purchase price on completion and the Group exercises
its entitlement to resell the property, sales deposits received in advance of
completion which are forfeited are credited to operating profit; any profit

recognised up to the date of completion is written back.
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Principal accounting policies (continued)

(g

Land, investment properties/properties under development (continued)

Land under development for sale are included under current assets and
comprises land cost, resettlement costs, construction costs, interest costs,
other direct costs attributable to the development and profit taken to date,
less sale instalments received and any provisions for accumulated impairment
losses. When a parcel of land under development is sold in advance of
completion of development, and when such completion is certain, profit is
recognised over the course of the development and is computed each year as
a proportion of total estimated profit to completion, the proportion used
being the lower of the proportion of development costs paid at the balance
sheet date to estimated total development costs and the proportion of sales
proceeds received at the balance sheet date to contract value. Where
purchasers fail to pay the balance of the purchase price on completion and
the Group exercises its entitlement to resell the land under development,
sales deposits received in advance of completion which are forfeited are
credited to operating profit; any profit recognised prior to the date of

completion are written back.

A land/property development is considered complete upon the issuance of
engineering quality inspection certificate or relevant government authority’s

certificate, whichever is the earlier.

Land and properties held for sale and goods for resale

Properties held for sale are completed properties remaining unsold at year
end and are stated at the lower of cost and net realisable value. Cost is
determined by apportionment of the total land and development costs
attributable to the unsold properties. Net realisable value is determined by
reference to expected sales proceeds of completed properties sold in the

ordinary course of business less all estimated selling expenses.
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Principal accounting policies (continued)

(h)

Land and properties held for sale and goods for resale (continued)

Land held for sale is developed land remaining unsold at year end and is
stated at the lower of cost and net realisable value. Cost is determined by
apportionment of the total land and development costs attributable to the
unsold portion of the developed land. Net realisable value is determined by
reference to expected sales proceeds of developed land sold in the ordinary

course of business less all estimated selling expenses.

Goods for resale are valued at the lower of cost and net realisable value.
Cost, calculated on the weighted average basis, comprises invoiced price,
delivery and other direct costs relating to purchases. Net realisable value is
determined on the basis of anticipated sales proceeds less estimated selling

expenses.

Property, plant and equipment

Properties other than investment properties, hotel properties and land,
investment properties/properties under development (notes 3(e), 3(f) and
3(g)) are stated at cost less accumulated depreciation and any accumulated
impairment losses. Construction in progress is stated at cost less any

accumulated impairment losses.

All direct and indirect costs relating to the construction of properties, plant
and equipment, including interest cost and foreign exchange differences on
the related borrowed funds during the construction period, are capitalised

as costs of the properties, plant and equipment.
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Principal accounting policies (continued)

(i)

Property, plant and equipment (continued)

Properties, plant and equipment are depreciated to write off their cost, less
5% to 10% residual values and any accumulated impairment losses, over
their estimated useful lives on a straight line basis. Estimated useful lives are

summarised as follows:

Buildings 5 years - 30 years

Plant and machinery 5 years - 15 years
Furniture, fixtures, equipment and

motor vehicles 5 years - 10 years

Major costs incurred in restoring property, plant and equipment to their
normal working condition are charged to the profit and loss account.
Improvements are capitalised and depreciated over their expected useful

lives.

Impairment and gain or loss on sale

At each balance sheet date, both internal and external sources of information
are considered to assess whether there is any indication that assets included
in properties, plant and equipment are impaired. If any such indication
exists, the recoverable amount of the asset is estimated and where relevant,
an impairment loss is recognised to reduce the asset to its recoverable amount.
Such impairment losses are recognised in the profit and loss except where
the asset is carried at valuation and the impairment loss does not exceed the
revaluation surplus for that same asset, in which case it is treated as a

revaluation decrease.

The gain or loss on disposal of a property, plant and equipment other than
investment properties or hotel properties is the difference between the net
sales proceeds and the carrying amount of the relevant asset, and is recognised

in the profit and loss account.
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Principal accounting policies (continued)

(k)

Trade receivable
Provision is made against trade receivable to the extent that they are
considered to be doubtful. Trade receivable in the balance sheet are stated

net of such provision.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the
purposes of the cash flow statement, cash and cash equivalents comprise
cash on hand, deposits held at call with banks, cash investments with a

maturity of three months or less from date of investment and bank overdrafts.

Provisions

Provisions are recognised when the Group has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resources
will be required to settle the obligation, and a reliable estimate of the amount
can be made. Where the Group expects a provision to be reimbursed, for
example under an insurance contract, the reimbursement is recognised as a

separate asset but only when the reimbursement is virtually certain.

Deferred taxation

Deferred taxation is provided in full, using the liability method, on temporary
differences arising between the tax bases of assets and liabilities and their
carrying amounts in the accounts. Taxation rates enacted or substantively

enacted by the balance sheet date are used to determine deferred taxation.

Deferred tax assets are recognised to the extent that it is probable that future
taxable profit will be available against which the temporary differences can

be utilised.

Deferred taxation is provided on temporary differences arising on investments
in subsidiaries and joint venture, except where the timing of the reversal of
the temporary difference can be controlled and it is probable that the

temporary difference will not reverse in the foreseeable future.
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Principal accounting policies (continued)

(n)

Deferred taxation (continued)

In prior year, deferred taxation was accounted for at the current taxation
rate in respect of timing differences between profit as computed for taxation
purposes and profit as stated in the accounts to the extent that a liability or
an asset was expected to be payable or recoverable in the foreseeable future.
The adoption of the revised SSAP 12 represents a change in accounting
policy, which has been applied retrospectively so that the comparatives

presented have been restated to conform to the changed policy.

As detailed in note 24 to the accounts, opening reserve at 1st January, 2002
and 2003 have been reduced by Rmb416,543,000 and Rmb461,634,000,
respectively, which represent the unprovided net deferred tax liabilities. This
change has resulted in an increase in deferred tax assets and deferred tax
liabilities at 31st December, 2002 by Rmb8,895,000 and Rmb469,029,000,

respectively.

Foreign currencies

The Group maintains its books and records in Renminbi. Transactions in
foreign currencies are translated into Renminbi at exchange rates ruling at
the transaction dates. Monetary assets and liabilities expressed in foreign
currencies at the balance sheet date are translated at rates of exchange ruling
at the balance sheet date. Exchange differences are dealt with in the profit

and loss account.
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Principal accounting policies (continued)

(p)

Segment reporting
In accordance with the Group’s internal financial reporting, the Group has
determined that business segments be presented as the primary reporting

format and geographical as the secondary reporting format.

Unallocated costs represent corporate expenses. Segment assets consist
primarily of property, plant and equipment, inventories, land and properties
under development for sale, receivables and operating cash, and mainly
exclude investments in a jointly controlled entity and bank balances and
cash. Segment liabilities comprise operating liabilities and exclude items
such as taxation, proposed dividend and certain corporate borrowings.
Capital expenditure comprises additions to property, plant and equipment

(note 14).

In respect of geographical segment reporting, sales are based on the country
in which the customer is located. Total assets and capital expenditure are

where the assets are located.

Employee benefits

() Employee leave entitlements
Employee entitlements to annual leave are recognised when they
accure to employees. A provision is made for the estimated liability
for annual leave as a result of services rendered by employees up to

the balance sheet date.

Employee entitlements to sick leave and maternity leave are not

recognised until the time of leave.

(i)  Bonus plans
The expected cost of bonus payments are recognised as a liability
when the Group has a present constructive obligation as a result of
services rendered by employees and a reliable estimate of the obligation

can be made.
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Principal accounting policies (continued)

©)

Employee benfits (continued)

(iii)  Retirement benefit costs
The Group contributes 20% (2002: 20%) of the annual basic salaries
of employees to a defined contribution retirement scheme established
by the Beijing Municipal Labour and Social Insurance Bureau. The
Beijing Municipal Labour and Social Insurance Bureau undertakes
to assume the retirement benefits obligations of all existing and future
retired employees of the Group. Contributions to the scheme are
charged to the profit and loss account as incurred. There were no
forfeited contributions utilised during the year or available at 31st
December, 2003 (2002: nil) to reduce future contributions. The assets

of the scheme are held separately form those of the Group.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction
or production of an asset that necessarily takes a substantial period of time
to get ready for its intended use or sales are capitalised as part of the cost of
that asset. All other borrowing costs are charged to the profit and loss account

in the year in which they are incurred.

Operating leases

Leases where substantially all the rewards and risks of ownership of assets
remain with the leasing companies are accounted for as operating leases.
Rentals applicable to such operating leases are charged to the profit and loss

account on a straight line basis over the period of the lease term.
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Turnover, revenue and segment information

The Group is principally engaged in property development and sales, land
development and sales, investment property operations, shopping centre operations,
hotel operations, restaurant and recreation operations, and the provision of property

management.

Turnover represents sales or provision of services, net of sales tax, made by the

Group to third parties in the PRC.

AEFEHBZPAWT Revenues recognised during the year are as follows:
2003 2002
AR¥T K NG S T
Rmb’000 Rmb’000

Y2 Je - g e Properties and land sales 1,121,861 374,785
FEd) TS Shopping centre operations 843,538 974,329
LA Rental income 272,993 289,571
T4 SE 85 Hotel operations 33,902 75,416
Fofth 75 Other operations 78,401 77,853
i ke Inter-segment revenue (23,885) (30,425)
CES Turnover 2,326,810 1,761,529
FLEWCA  (BfFE9) Interest income (note 9) 13,335 29,613
A A Total revenues 2,340,145 1,791,142

FEERAB A — R R
A B P A Y T E S A

o WL LIEE
o HEYHLER
o HSA

o INFEH

FEAMMREB LR R - BRER
BREESERS - =B MBI AR R LU

VA S

HR ARG B 1 SRR AR A, (s
18) A A HE > B A A
B ARG

Primary reporting format - business segments

The Group is organised, in the PRC, into four main business segments:

. Properties and land sales

0 Shopping centre operations
. Rental income

. Hotel operations

Other operations of the Group mainly comprise property management, restaurant
and receation operations, none of which are of a sufficient size to be reported

separately.

Since all the Group’s turnover and operating profit/(loss) are derived from activities

in the PRC, no geographical analysis is shown.
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Turnover, revenue and segment information (continued)

Primary reporting format - business segments (continued)

LIE 34 27
UL bR
Properties Shopping AEBA VLS Ffb R
and centre Rental Hotel Other
land sales operations income operations operations Group
2003 2003 2003 2003 2003 2003
NG S T NG S T AR¥F 0 AR¥F 0 ANR¥T 7T ANR¥T 7T

Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
e Turnover 1,121,861 843,538 272,993 33,902 78,401 2,350,695
Ptk e il Inter-segment revenue — — — — (23,885) (23,885)
TE R Net turnover 1,121,861 843,538 272,993 33,902 54,516 2,326,810
B Segment results 234,847 48,300 111,106 (2,401) (9,855) 381,997
HoAbe A Other income 73,484
RO LA Unallocated costs (27,499)
TR Operating profit 427,982
BB Net finance income 13,335
SERIPE I R Share of profit of a

s A A jointly controlled entity — — — — 1,045 1,045
WA i Profit before taxation 442,362
BiH Taxation (149,994)
R 4 385 A1) Profit after taxation 292,368
DB A 2 Minority interests (5,097)
e TRE A Profit attributable to shareholders 287,271
I IR E Segment assets 1,877,176 237,495 3,672,647 634,940 82,529 6,504,787
SRR 2 5E Investment in a jointly controlled entity — — — — 18,005 18,005
AT B Unallocated assets 980,396
BB Total assets 7,503,188
i St Segment liabilities 691,585 90,124 560,361 46,045 143,357 1,531,472
RO B E Unallocated liabilities 1,009,238
AR Total liabilities 2,540,710
BB Capital expenditure 702 8,377 322,115 198,093 72,003 601,290
Fiii Depreciation 1,364 15,014 10,506 3,135 8,540 38,559
WA A Provision
—{EARERIRIER - Charged/(credited) to profit
(FRHR) and loss account (5,000) — — 137 — (4,863)

AR TR A IR AT —FE =R
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4.  Turnover, revenue and segment information (continued)

Primary reporting format - business segments (continued), as restated

Y]]
LIEY) S 27
g bR
Properties Shopping HMEBA S Fof A
and centre Rental Hotel Other
land sales operations income operations operations Group
2002 2002 2002 2002 2002 2002
ARBFE  ARBTE  ARMTE ARETE  ARMTE  ARETRL
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
B Turnover 374,785 974,329 289,571 75416 77,853 1,791,954
pansi k=€ <1 Inter-segment turnover — — — — (30,425) (30,425)
TR Net turnover 374,785 974,329 289,571 75,416 47,428 1,761,529
=5 Segment results 17,821 55,748 110,339 13,492 (3,553) 193,847
RO ELRA Unallocated costs (31,490)
mERM Operating profit 162,357
FHBIA Net finance income 29,613
SR LR A Share of profit of
i A AR a jointly controlled entity — — — — 402 402
WAt Tiia Profit before taxation 192,372
BiIH Taxation (77,915)
R i Profit after taxation 114,457
DRI R4 Minority interests 15,533
TR 35 A1 Profit attributable to shareholders 129,990
Piniil) <y Segment assets 1,498,986 244,001 3,553,722 547,429 94,911 5,939,049
LR EE . & Investment in a jointly controlled entity — — — — 17,157 17,157
KOG RE Unallocated assets 842,855
M E Total assets 6,799,061
IrERA R Segment liabilities 552,376 73,487 559,449 13,736 137,970 1,337,018
Aoy 5 Unallocated liabilities 734,297
AR Total liabilities 2,071,315
BABX Capital expenditure 1,142 754 405,681 133,470 21,727 562,774
EiiE Depreciation 1,672 11,090 11,351 1,031 13,392 38,536
B Provision
—fEfR R RN - Charged/(credited) to profit
/ GLHg) and loss account 2,436 (183) = (49) — 2,204
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6. HEEM

Other income

Pursuant to the “Monetary Compensation Agreement regarding to the relocation
of Non-residential Properties in the Stadium Area for the 27th Olympic Games”
entered into between the Company and the Beijing Land Reserve Centre under
the Beijing Municipal People’s Government (the “Government”) in May 2003,
certain land occupied by certain Group’s operating units has been returned to the
Government for use of the Olympic Games. A compensation for relocation of
Rmb91,408,000 has been received by the Group.

The compensation reflected in the profit and loss account during the year is net of
the net book value of the relevant land use rights and buildings developments and
ancillary facilities of Rmb15,724,000 and provision for relocation costs of
Rmb2,200,000.

Operating profit

R M e FEA Operating profit is arrived at after crediting:
2003 2002
ARWT NG S
Rmb’000 Rmb’000
BEMEITF 2 BIHEUWA  Gross rental income from investment properties 263,610 277,579
b o Less: Outgoings (92,973) (97,795)
Beoa RS 2 FH AR Net rental income from investment properties 170,637 179,784
HABF WA > F0BES2 Other rental income, net of outgoings 9,383 11,992
B - B Kk Profit on disposal of property,
ZELH plant and equipment 69,150 1,990
B A7 B (B A Write back of provision for
diminution in value of inventories 5,000 2,796
T 1] S5 BV A Write back of provision for doubtful receivables 6,935 —
W E kR and after charging;
CEREZHA Cost of inventories sold:
—W2E R L gy — Properties and land sales 866,602 315,597
— B TS — Shopping center operations 702,538 825,869
— P 5 2ET% — Hotel operations 8,140 13,716
— HAth 260 — Other operations 32,293 32,238
e Depreciation 38,559 38,536
HEME S RS Repair and maintenance expenses 30,649 32,073
T B A Provision for diminution in value of inventories 137 5,000
PEHER BRI Provision for doubtful receivables — 296
i Auditors’ remuneration 2,028 2,958
EFHERARZ Operating lease expenses for land paid to the
REvt g M Holding Company 15,000 15,000

AR TR A IR AT —FE =R




7. BIT)EA 7. Staff costs
2003 2002
AR¥T 8 AR¥F
Rmb’'000 Rmb’000
HiN L& Wages and salaries 123,359 138,558
RRARFI A Retirement benefit costs
— R et - defined contribution plans 20,884 18,674
144,243 157,232
B L& 4G W o Wages and salaries including directors’ emoluments.
8. WIHMNE 8.  Directors’ emoluments
() AEEFT S TALFERMS (@  Theaggregate amounts of emoluments payable to directors of the Company
BN during the year are as follows:
2003 2002
ARWT X AR¥F
Rmb’000 Rmb’000
HHME Fees — _
e B H A RS Salaries and other allowances 2,265 2,203
BIRE Pensions
— BIES - as directors — _
— BT AR A - for other officers — —
2,265 2,203
A TFEREZ MR The emoluments of the directors fell in within the following bands:
WHHH
Number of directors
2003 2002
[ Emoluments band
ik 0 7T — W ¥ 1,000,000 7T HK$Nil - HK$1,000,000 7 7
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8. WIHIM4L &) 8.  Directors emoluments (continued)
AR R T  RA T E R The emoluments payable to the independent non-executive directors during
M £ AR 378,000 6 (ZFF the year is Rmb378,000 (2002: Rmb43,000).
T4 AR 43,000 8) o
(b) MEmREHILAAL (b)  Five highest paid individuals
AR AR B s s At The five individuals whose emoluments were the highest in the Group for
Yh#ES (BT AR U6) % the year include four (2002: four) directors whose emoluments are reflected
GFZMET W o - Hit—4 in the analysis presented above. The emoluments payable to the remaining
(ZFZ A —) REHFAL one (2002: one) individual during the year are as follows:
bl E%g s U
2003 2002
ARWT AR¥T 0
Rmb’000 Rmb’000
FEAR I B LA R Basic salaries and other allowances 188 250
EAL Bonus 200 432
388 682
¥H
M4 415 Emoluments band Number of individual
W 0 T — WM 1,000,000 76 HKS$Nil-HK$1,000,000 1 1

AR TR A IR AT —FE =R




9. WMHBA 9.  Net finance income
2003 2002
ARWT T ARHTIT
Rmb’000 Rmb’000
FLRMA Interest income
—SRATAEEX - Bank deposits 13,335 27,126
—E=NEF - A third party customer — 2,487
13,335 29,613
FEL Interest expense
— A B 2w AR K - Amount due to the
Holding Company — (3,018)
— TR - Bank loans (10,504) (4,896)
FEA 2 FIE 32 4R Total interest expenses incurred (10,504) (7,914)
B FHERRED LM Less: amount capitalised in
B2 A EAAL land and properties under
development for sales 10,504 7,914
BB Net finance income 13,335 29,613
10. B 10. Taxation
A B T A AR A B G AT ] 75 Vi MR Ui No Hong Kong profits tax has been provided as the Group has no taxable profit
T AR A A o 7 v 45 0 YE A arising from Hong Kong for the year (2002: Nil). The Group is subject to PRC
(ZFR AR ]) o AREEELHER income tax at 33% (2002: 33%) on its taxable profit.

Fi s FAIAK 33% (—BE T4 @ 339%) th
B {5 i -
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10. B (4 10. Taxation (continued)
AR R BENT

The amount of taxation charged to the consolidated profit and loss account

represents:
2003 2002
ARMFE  ARMKFE
Rmb’000 Rmb’000
HHBIE Current taxation:
B BT 5B - PRC income tax 115,737 55,791
IEABIE  (Mf7E25) Deferred taxation relating to the origination and
reversal of temporary differences (nore 25) 34,060 21,959
149,797 77,750
JEAL AN BB 2 BiE - Share of tax:

SR e E jointly controlled entity 197 165
RETiE -5 Taxation charge 149,994 77,915
A2 [ R0 i i ) 2 o Y B 4R The taxation on the Group’s profit before taxation differs from the theoretical
AR RIA LB R 2 B MR 2 M amount that would arise using the taxation rate of the home country of the Company
BR80T as follows:

2003 2002

ARMTE  ARBFE

Rmb’000 Rmb’000

R i A1) Profit before taxation 442362 192,372
Fie i 33% Calculated at a taxation rate of 33% 145,979 63,483

(ZFEAE 1 339) (2002: 33%)

FIEZBUIE
VNGIE( L7 Expenses not deductible for taxation purposes 804 807
A R fERE T E k1R Deferred tax arising from tax losses in 3,478 13,728

Jit 7 A A AR AL certain entities not recognised
Y NEibS 7 Impact of different tax rate (267) (103)
581 2 Taxation charge 149,994 77,915

AR TR A IR AT —FE =R




11. B3R HEAS % A 11. Profit attributable to shareholders
A mI R H A TR A i ) 2 N R The profit attributable to shareholders is dealt with in the accounts of the Company
248,007,000 7C (ff7#24) (ZFF A4 - to the extent of Rmb248,007,000 (zote 24) (2002: Rmb129,818,000).

AERH 129,818,000 ) o

12. JBeR 12. Dividend
2003 2002
ARMFE AR
Rmb’'000 Rmb’000
ZRR AR IR R 2003 Final dividend proposed of
BRARK00357T (ZFF4 Rmb0.035 per share
R RE 0.030 78) (2002: Rmb0.030 per share) 65,346 56,011
R-EZNE-A+LHETZ & At a meeting held on 19th February, 2004 the directors declared a final dividend
b #EREIRA IS A R H0.035 of Rmb0.035 per share. This proposed dividend is not reflected as a dividend
T o BCIRHEIR S R AR B 5 1E payable in these accounts, but will be reflected as an appropriation of retained
WEAT R, - HEAS A 2 B FEI4E+ profits for the year ending 31st December, 2004.
A=+—H ILFEFIE R E R R o
13. HRk#AER 13. Earnings per share
ANAME—FF AR T K The Company has no dilutive potential shares in 2003 and 2002.
T8 AE 2 BRI -
o FRCHE AR J80 ) S AR AR 4 E R SR A A The calculation of basic earnings per share is based on the Group’s profit attributable
AE %6 M)\ %5 287,271,000 JC (= FE to shareholders of Rmb287,271,000 (2002: Rmb129,990,000, as restated) and
AR ARHE 129,990,000 I€ 5 £EES) 1,867,020,000 shares (2002: 1,867,020,000 shares) in issue during the year.

FAE R E BT A 1,867,020,000 i (—
TR TAE 1 1,867,020,000 &) FIE o
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14. W% ~ B Bt i 14. Property, plant and equipment
AEH
Group
R
#¥emE/ RS
L/ HE R
Investment Furniture,
properties/ 1703 fixtures,
B properties LR S TR B equipment
Investment under Hotel MBS Construction Plant and and motor At
properties  development properties Buildings in progress machinery vehicles Total
ARBFE ARBTE ARBTE AREEL AREFL ARBTE ARBTL  AREFRL
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
WA B (E Cost or valuation
“EZE=H—H—H At st January, 2003 1,872,000 1,499,545 500,000 263,794 75,333 116,441 71,842 4,398,955
bl Additions — 291,307 120,818 2,903 87,007 63,931 35,324 601,290
g Transfers — (208,374) — 621 (1,997) 1,359 17 (208,374)
i Disposals = = — (11,093) — (46,565) (16,267) (73,925)
A Revaluation surplus — — 5,182 - — - - 5,182
ZER=HF A=A At 315t December, 2003 1,872,000 1,582,478 626,000 256,225 160,343 135,166 90,916 4,723,128
Sk e Accumulated depreciation and
impairment
“EER=E-f-H At Ist January, 2003 — — — 66,409 — 61,655 16,985 145,049
AR Charge for the year = = — 12,782 — 12,296 13,481 38,559
e Disposals — — — (3,486) — (40,330) (8,784) (52,600)
ZEE=FF A=A At 315t December, 2003 — — — 75,705 — 33,621 21,682 131,008
FRTE 1 {1 Net book value
“RRZELTAStR At 315t December, 2003 1,872,000 1,582,478 626,000 180,520 160,343 101,545 69,234 4,592,120
SEREELZA=1—H At 315t December, 2002 1,872,000 1,499,545 500,000 197,385 75,333 54,786 54,857 4,253,906
DAk 2 AR The analysis of cost or valuation
THEAFTIE : of the above assets is as follows:
ZEF=HEFTAZTHIA  Costar 31st December, 2003 — 1,582,478 — 256,225 160,343 135,166 90,916 2,225,128
e S At 2003 professional valuation 1,872,000 = 626,000 = = = = 2,498,000
1,872,000 1,582,478 626,000 256,225 160,343 135,166 90,916 4,723,128
ZEZTHETZHA=1—HBA  Costar 31st December, 2002 - 1,499,545 — 263,794 75,333 116,441 71,842 2,026,955
e St & At 2002 professional valuation 1,872,000 — 500,000 - = - — 2,372,000
1,872,000 1,499,545 500,000 263,794 75,333 116,441 71,842 4,398,955

Akl T B A7 B4

SEESA



14. W3k -~ Wm Bkl a0 14. DProperty, plant and equipment (continued)
KA
Company
R
wyemE,/ RS
L/ES R R
Investment Furniture,
properties/ JiR % fixtures,
B properties )R IES TR B equipment
Investment under Hotel B4 Construction Plant and and motor it
properties  development properties Buildings in progress machinery vehicles Total
AR#FE  AREFE AR%FT AREFL  AR¥FT  ARBTFT  ARBTT  AR¥TR
Rmb’000 Rmb’000 Rmb'000 Rmb’000 Rmb’000 Rmb'000 Rmb’000 Rmb’000
A E Cost or valuation
“ZZ=F—H—H At Ist January, 2003 1,872,000 1,499,545 500,000 244,598 75,333 109,707 67,387 4,368,570
il Additions — 62,056 120,818 2,903 87,007 63,293 32,091 368,368
Wik Transfers — (208,374) — 621 (1,997) 1359 17 (208,374)
e Disposals — — — (5,573) = (45,129) (15,966) (66,668)
Bl Revaluation surplus — — 5,182 — — — — 5,182
ZER=HF A=A At 315t December, 2003 1,872,000 1,353,227 626,000 242,549 160,343 129,230 83,729 4,467,078
S e Accumulated depreciation and
impairment
“ZE=H——H At Ist January, 2003 — — — 54,915 — 55,009 16,841 126,765
AR Charge for the year = = — 11,791 — 11,861 12,710 36,362
HE Disposals - — — (1,032) — (39,251) (8,669) (48,952)
SELEHEF A= At 315t December, 2003 — — — 65,674 — 27,619 20,882 114,175
FRTE 1 Net book value
“ERRZELASTH At 315t December, 2003 1,872,000 1,353,227 626,000 176,875 160,343 101,611 62,847 4,352,903
ZEFETZASTH At 315t December, 2002 1,872,000 1,499,545 500,000 189,683 75,333 54,698 50,546 4,241,805
DA b 2 AR The analysis of cost or valuation
HEAMTT of the above assets is as follows:
ZEFZHEFTASTHMA  Costat 31st December, 2003 — 1,353,227 - 242,549 160,343 129,230 83,729 1,969,078
SRR At 2003 professional valuation 1,872,000 = 626,000 = - — = 2,498,000
1,872,000 1,353,227 626,000 242,549 160,343 129,230 83,729 4,467,078
ZEZTHETZA=1—HBA  Costat 31st December, 2002 — 1,499,545 — 244,598 75,333 109,707 67,387 1,996,570
“RR R E At 2002 professional valuation 1,872,000 - 500,000 - - - - 2,372,000
1,872,000 1,499,545 500,000 244,598 75,333 109,707 67,387 4,368,570
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LG YD A F AR > B HL AR A
A NERHE 594,102,000 7 (ZFEZT 4
A E# 473,283,000 TC)

14. Property, plant and equipment (continued)

The carrying amount of the hotel properties would have been Rmb594,102,000
(2002: Rmb473,283,000) had they been stated at cost.

BOEYE S A FEZ TN Investment properties and other properties are analysed as follows:
AL
Group
B
BEWR %
Investment
properties/
BEWE properties VYB3
Investment under Hotel B
properties  development properties Buildings
AR¥TT  AR¥TET  ARETT  AR®TE
Rmb'000 Rmb'000 Rmb'000 Rmb’'000
T & hHERY Held on leases of between
10 to 50 years 810,000 1,582,478 626,000 217,565
HAERLEFHA Held on leases of over 50 years 1,062,000 — — 38,660
1,872,000 1,582,478 626,000 256,225

URER7E S2ivy el kP s -¢7/E 381/
W3k i 8 ST S N w R (E A R
RARZFEF=FF_A=1—H#&H

All properties are located in the PRC. The investment properties and hotel properties
were revalued at 31st December, 2003 on an open market value basis for existing

use by Greater China Appraisal Limited, an independent firm of professional

AR Z S BT AL UEAE Al property valuers.
15. WBA W 15. Subsidiaries
AR
Company

2003 2002
AR¥T 0 AR¥TT
Rmb’000 Rmb’000
EEHRE > A Unlisted investments, at cost 482,174 481,624
JEASH R B 2 7] TR Amounts due to subsidiaries (97,243) (104,197)
384,931 377,427

HEEAST B 2 ) 2 30y AR AT ~ RT3
st B B A (R IR

AR TR A IR AT —FE =R

Amounts due to subsidiaries are unsecured, carries interest at prevailing market

rate and have no fixed terms of repayment.
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15. Subsidiaries (continued)

R o P B 2 FIRAE H B 35 P T

Set out below are particulars of the principal subsidiaries at 31st December, 2003

and 2002. All subsidiaries are established and operate in the PRC.

Jsg -
05 10 9 A
A Group LREH
Registered equity interest Principal
VLES Name of company capital (%) activities
HEHA Held directly:
Jentb R 5 e bR g Beijing North Star Real NG 83.14 VER i
B A R~ ) Estate Development Rmb Property
(TERFEHE ) Company Limited 500,180,000 development
(Hfita) (“BNSRE) (note )
=Sk, ES Beijing Wuzhou Miller ESH 59.81 KRR
VLT A Beer Garden Restaurant US$ Restaurant
ARAT (HfiEb) Joint Venture Company 1,346,000 operation
Limited (note b)
R E AR Beijing Recreation o 7235 PRGN ERE IR
(KtiEb) Centre Company Limited US$ Recreation
(note b) 8,500,000 and catering
services
At RE R A Beijing Xin He AR 80.00 VES-E
AREE L Property Management Rmb Property
Company Limited 1,100,000 management
It RfEmyEE Beijing Xin Cheng AR 96.63 Y
ARFEAEAH Property Management Rmb Property
Company Limited 5,000,000 management
[l Held indirectly:
s 2 I A 2 Beijing Jiang Zhuang Hu v 42.40 VES 3
FEEHIRAT (HfFED) Property Co., Limited US$ Property
(note b) 16,000,000 development
AR BR 7 e Beijing Tian Cheng Tian N 83.98 BT
B E A R T Property Co., Limited Rmb Property
11,000,000 development
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15. WBAF ) 15. Subsidiaries (continued)
Bt Notes:
(a) IR E 75— RIR O IR 7l » JROBPAIRZ (a) BNSRE is a joint stock limited company. A joint stock limited company is a company having a
Al 2 E MR i1 55 BT (R (AL registered share capital divided into shares of equal par value.
(b) @A TG AR SN - GEAE AT (®) These companies are equity joint ventures. Equity joint ventures are Sino-foreign joint ventures in
S B Al RIS B G IFTALE I B B respect of which the partner’ capital contribution ratios are defined in the joint venture contracts and
AE o AP BRI - the partners’ profit-sharing ratios are in proportion to the capital contribution ratios.
16. JL Pl B 2 B 16. Investment in a jointly controlled entity
AL AR
Group Company
2003 2002 2003 2002
AR¥TE AR¥WTET ARWTL AR¥TEI
Rmb’000 Rmb’000 Rmb’000 Rmb’000
LA > A Unlisted investment, at cost — — 18,360 18,360
JREAG I B Share of net assets 18,005 17,157 — —
R-FRFZN_FF_FF A=+ Details of the jointly controlled entity at 31st December, 2003 and 2002 are as
H o> SERZEH R ER 25T follows:
WA
B
Place of FEEH JBeHE Lo il
STk incorporation Principal Interest
Name and business activities held
bR bR A BT PR A H gl Z IR (5 B AR AR B 51%
ES W iR ki
Beijing North Star Neusoft The PRC Multimedia information network

Information Technology

Company Limited

AR EHEAT 51% ROHE s B 4 B fé 5
WA 50% R o

@ FAL SRR A RAT B E =
[

development, system integration

and software development

The Group has a 51% interest in ownership and profit sharing and a 50% interest

in voting power.



17. #1% 17. Inventories
ALEH p /A3
Group Company
2003 2002 2003 2002
ARMTR  ARBFE  ARMTE  ARETE
Rmb’000 Rmb’000 Rmb’000 Rmb’000
R EY 4 Properties held for sale, gross 393,745 322,924 391,210 175,581
i L ) A (] Goods for resale, gross 62,144 49,637 60,441 42,130
THFE Consumables 13,107 10,694 12,921 10,179
468,996 383,255 464,572 227,890
IR Less: Provision for diminution
in value (831) (5,694) (831) (694)
fFRIFHE Inventories, net 468,165 377,561 463,741 227,196
R-FF=ZHE+ZA=Z+—H o AEH At 31st December, 2003, the amount of inventories of the Group and the Company
A w AT S R E A IR 2 A7 B 2 R that were carried at net realisable value amounted to Rmb74,420,000 (2002:
TE{E 7 Al 2 N\ R H74,420,0000C (ZF % Rmb59,637,000) and Rmb72,531,000 (2002: Rmb51,615,000) respectively.
AR s KR 59,637,000 8) FIAR ¥
72,531,000 7T (“EE 4 AR
51,615,000 7C) °
18. iR h L R ¥E 18. Land and properties under development for sale
ALEH AR
Group Company
2003 2002 2003 2002
AR¥TE AR TFT AR¥TE ARWTC
Rmb’000 Rmb’000 Rmb’000 Rmb’000
A E e R Costs plus attributable profits
e AT T8 R less foreseeable losses 1,040,173 877,761 275,103 335,523
e CUCEE TR Less: Progress payments
received (94,834) — — —
945,339 877,761 275,103 335,523
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19, HEBCHR K Be 0 i M ¢k 19. Trade and other receivables

ALH AR
Group Company
2003 2002 2003 2002
ARMTR  ARBFE  ARMTE  ARETL
Rmb’000 Rmb’000 Rmb’000 Rmb’000
R Accounts receivables 48,095 43,836 17,442 22,326
TR & Prepayments and deposits 52,325 60,663 46,332 55,852
HoARE YK Other receivables 31,511 50,869 23,921 52,738
131,931 155,368 87,695 130,916
HTEFZEEHREARZHEGH The credit terms granted to the customers are set out in the sale and purchase
MR o A BB R =R AF+ agreements and vary from agreements. At 31st December, 2003 and 2002, the
“AZET—H o IR IR ageing analysis of the accounts receivables were as follows:
T
AR AL
Group Company
2003 2002 2003 2002
AR¥TE  ARWTIT ARWETE ARWTC
Rmb’000 Rmb’000 Rmb’000 Rmb’000
BN Within half year 26,148 10,139 7,890 8,667
PP E Over half year and
LR within 1 year 3,938 21,914 1,692 3,971
1EERLE Over 1 year 18,009 11,783 7,860 9,688
G Total 48,095 43,836 17,442 22,326

@ FAL SRR A RAT B E =
[



20. MEAS MRk B U fib M A K 20. Trade and other payables
AEH AR
Group Company
2003 2002 2003 2002
ARWTE  ARWTT ARWTE ARWTT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
JEAT IR Trade payables 175,480 125,557 148,267 99,293
HA AR Other payables 992,532 886,728 874,479 808,409
st Accruals 216,988 247,589 154,661 152,031
JEATHE I mI MRk Amount due to
Holding Company 1,934 49,317 6,180 7,579
1,386,934 1,309,191 1,183,587 1,067,312

REFF=FL-FF_HF+A=1

At 31st December, 2003 and 2002, the ageing analysis of the trade payables were

—H > B ZIREB T as follows:
AEH ART
Group Company
2003 2002 2003 2002
ARWTE  ARWTT ARWTE ARWTT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
RAERLA Within half year 118,101 97,140 112,797 83,781
AR | Over half year and
LK within 1 year 34,935 10,091 21,497 8,386
1R E Over 1 year 22,444 18,326 13,973 7,126
At Total 175,480 125,557 148,267 99,293

JREAS 22 JBE A R Rk A R A ~ R (&
TR AR NRHE 50,000,000 TT7E FE 5
TG RRE BN L) HAkT Rk R

%o

The amount due to the Holding Company is unsecured, repayable on demand

and interest free (2002: Rmb50,000,000 which carries interest at prevailing market

rate).
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21. BUTHEX 21. Bank loans
BEFL R -EFLZ AT A= At 31st December, 2003 and 2002, the Group’s unsecured bank loans are repayable
t—H - AREH 2 WAL R EH M as follows:
T
AZH
Group
2003 2002
ARWT T ARET T
Rmb’000 Rmb’000
—ELR Within one year 130,000 140,000
22. RBIST R 22. Long-term bank loan
ARH
Group
2003 2002
ARWT T ARHT T
Rmb’000 Rmb’000
IR TLAF A 2 B R Unsesured bank loans wholly
) MR SR AT BRI repayable within five years 300,000 —
REFZ=HEL"FFTHE+A=T As 31st December, 2003 and 2002, unsecured bank loans are repayable as follows:
— HASEE 2 AR AT BRI LT
MR
AZH
Group
2003 2002
ARW T ARHT T
Rmb’000 Rmb’000
A In the second year 300,000 —

@ JRAR IR A RA T =
[ )



23. JBeA 23.  Share capital
KA
Company
2003 2002
AR¥T 1 AREET I
Rmb’000 Rmb’000
Al BT RV IR Registered, issued and fully paid:
1,160,000,000 At A5 A 1,160,000,000 Domestic
ANR¥—Tt 2 W& shares of Rmb1.00 each 1,160,000 1,160,000
707,020,000 55 % 707,020,000 H shares
ANR#—tZ HR of Rmb1.00 each 707,020 707,020
1,867,020 1,867,020
T B HBEAE T T 5 A () 45 b The Domestic shares and H shares are ranked pari passu in all respects.
i?é o
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24. fitifli

24. Reserves

A
Group
&Y WEDE
WERLE AR ERARSE
BWA  Investment Hotel HEARiE Statutory  fEREARIS
VN E properties properties Statutory public  Discretionary el
Capital  revaluation revaluation reserve benefit reserve Retained it
reserve reserve reserve fund fund fund profits Total
AE#FL ARETLE AR®TLE AR®TLE AR¥TT AR¥TT AR¥TT AR¥TL
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
“EE-HF—A—H> At Ist January, 2002,

UGS as previously reported 1,506,849 708,653 25,898 111,058 99,168 87,271 627,665 3,166,562
BT fratBoR Effect of change in accounting

a7 policy

—IEEHIHF — provision for net deferred

i b — (23385) (8.546) — _ — 7414)  (41656)
ZEE_HF—A—H> At Ist January, 2002,

&S| as restated 1,506,849 474,798 17,352 111,058 99,168 87,271 453,523 2,750,019
i fE Surplus revaluation — 36,180 548 — = = = 36,728
JR R i Profit attributable to shareholders — — — — — — 129,990 129,990
LA B (R B A Transfer from retained profits

(Mfita b Ke) (notes a, b and c) = = = 10,534 10,400 10,256 (31,190) =
“ERFECIAMIRE 2001 final dividend paid

(Hfzt12) (note 12) — — — — — — (56,011) (56,011)
ZFF ST Z+—H Ac31st December, 2002 1,506,849 510,978 17,900 121,592 109,568 97,527 496,312 2,860,726
HE Representing:
+oH=t—H ik Reserves at 31st December 2,804,715
FERA A E Proposed dividend 56,011
+ZA=+—H At 31st December 2,860,726
ZEE=F—H—H At Ist January, 2003, 1,506,849 762,653 26,717 121,592 109,568 97,527 697,454 3,322,360

AT 24 as previously reported
BRI fratBok Effect of change in accounting

b4 7 policy

—IREHIE — provision for net deferred

TR tax liabilities — (251,675) (8,817) — — — (201,142) (461,634)
“ZE=HF-A—H At 1st January; 2003,

| as restated 1,506,849 510,978 17,900 121,592 109,568 97,527 496,312 2,860,726
HffFE Surplus on revaluation — — 3,472 — — — — 3,472
JR AR i Profit attributable to shareholders — — — — — — 287,271 287,271
LA B R B A Transfer from retained profits

(HfiEa, b Kc) (notes a, b and c) — — — 26,300 24,506 22,712 (73,518) —
A 5 g Other transfer from retained profits — — — 1,670 822 1,272 (3,764) =
CEFCHEDIRAMRE 2002 final dividend paid

(Kt 12) (note 12) — — — — — — (56,011) (56,011)

ZEREZFF A=+ —H At31st December, 2003 1,506,849 510,978 21,372 149,562 134,896 121,511 650,290 3,095,458
HER Representing:
T A= HEEf Reserves at 31st December 3,030,112
BIRA SRS Proposed final dividend 65,346
+=A=1+—H At 31st December 3,095,458
bR E R AR AT S EE =R



24. kg (50

24. Reserves (continued)

AR
Company
& WERE
WERME AR BRARSE
BEA  Investment Hotel HREAHSE Statutory  EREARE

Afia properties properties Statutory public  Discretionary B e A)
Capital  revaluation  revaluation reserve benefit reserve Retained ik
reserve reserve reserve fund fund fund profits Total
AR#EFE  AR#EFE AREFT ARBEFT ARETFT AR%Fr AR®FT ARETT
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000

—EZ——H—H, At lstJanuary, 2002,

HIHT 2R as previously reported 1,638,223 526,936 — 89,883 88,576 87,272 708,954 3,139,844
BT st BoR Effect of change in accounting

b4 7 policy

— IR ERLIE — provision for net deferred

Al tax liabilities — (173,889) — — — = (250,488) (424,377)
CEEE-A—H> At Ist January, 2002,

KEF| as restated 1,638,223 353,047 — 89,883 88,576 87,272 458,466 2,715,467
EhR(E Surplus on revaluation — 36,180 548 — — — — 36,728
T f v A Profit attributable to shareholders — — — — — — 129,818 129,818
A R SRR A Transfer from retained profits

(ffika b Ke) (notes a, b and ¢ ) — — — 10,256 10,256 10,256 (30,768) —
ZEE—ELRASME 2001 final dividend paid

Mzt 12) (note 12) — — — — — — (56,011) (56,011)
ZEB A H =1+—H At3lst December, 2002 1,638,223 389,227 548 100,139 98,832 97,528 501,505 2,826,002
FHEA Representing:
+= A=+ AR Reserves at 31st December 2,769,991
R A E Proposed dividend 56,011
+=H=+—H At 31st December 2,826,002
“EE=H—1—H> At Ist January, 2003,

T2 as previously reported 1,638,223 580,936 819 100,139 98,832 97,528 778,554 3,295,031
T e Bk Effect of change in accounting

2% policy

—EEBIE — provision for net deferred

8 tax liabilities = (191,709) (@71) — — — (Q77.049)  (469,029)
“EE=H—H—H> At Ist January, 2003,

KHET| as restated 1,638,223 389,227 548 100,139 98,832 97,528 501,505 2,826,002
A Surplus on revaluation — — 3,472 — — — — 3472
AR A A Profit attributable to shareholders — — — — — — 248,007 248,007
R A Transfer from retained profits

(Wfita b Kc) (notes a, b and ¢ ) — — — 22,713 22,712 22,712 (68,137) —
A 1 5 s g Other transfer from retained profits — — — 854 2,161 3,466 (6,481) —
“EZTHEDIRANMRE 2002 final dividend paid

(Mt 12) (note 12) — — — — — = (56,011) (56,011)
ZREZMEFZH=+—H At3lst December, 2003 1,638,223 389,227 4,020 123,706 123,705 123,706 618,883 3,021,470
FHEIA Representing:
+Z A=+ AR Reserves at 31st December 2,956,124
BEIRA L E Poposed final dividend 65,346
+=A=+—H At 31st December 3,021,470
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(b)

(c)

Akl T B A7 B4

i

it

WIRLUF 2 Fl 5 .2 BEFEAA - JEIR B ~
WA REMBTEARA A~ AR A1
KEBAREA LA~ AL R IR B
A IRET AL FLFIA 2 RS 7 I 1) A
9P F 2 A P 2 BRBE Kl FIHG 5% -10% it 42

HIENTRE

e 48 4 R JI5 48 FL BE LIS AR
il o T AT SR - E AT B R AT
TN 7 2 R BT AT

VLGB IR B 2 — AR BB BEANA F
IR o e Nt EIER IR IR T4 A AR
At o

P ) 2 B A A B A 9 B H
TN B2 [ B i I % H10% T HEIAE L i 8 o

INTERRAFR G L IERFAL M - FIEERAE R A
& o EBAEEZ HEHEELNHEA -

WE P A G BACE L RRUE - G RG
BOA (WRELS) SRR A - AR
TR THER) RATFI R - AE LA 2 FR4E
PRI SR A 72 R

CREZAEER

24. Reserves (continued)

Notes:

(a)

@)

()

According to their respective Articles of Association, BNSRE, Beijing North Star Luzhow Commercial
Company Limited, Beijing North Star Xinhe Property Management Company Limited, Beijing
North Star Xincheng Property 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 statutory public benefit fund.

The statutory public benefit fund can only be used for the collective benefit and facilities of the
employees of the respective companies. Employees are only entitled to use these fucilities; the title and

ownership of the facilities will remain with the respective companies.

The fund forms part of the shareholders funds and is not distributable other than on liquidation. 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% of the profit after taxation, as
shown in their accounts prepared under PRC accounting regulations, to the statutory public benefit

fund.

The proposed transfer to the discretionary reserve fund is subject to approval by the shareholders in

general meeting. Its usage is similar to that of the statutory reserve fund.

Under PRC Sino-foreign Joint Venture Law requirements, equity joint venture companies (note 15)
are required to appropriate to the reserve fund, enterprise expansion fund, and staff and workers

bonus and welfare fund with no minimum amount specified.



25. BREBLH 25. Deferred taxation
A HER TELBR ) 2 0 L I W 2 4 Deferred taxation is calculated in full on temporary differences under the liability
B 33% (ZFF A - 33%) MEREEH method using a principal taxation rate of 33% (2002: 33%).
g
BRI A B EHT The movement on the net deferred tax liabilities account is as follows:
AL AR
Group Company
2003 2002 2003 2002
ARWTE ARWTT ARWTFE ARWTET
Rmb’000 Rmb’000 Rmb’000 Rmb’000
—H—H At the beginning of the year (460,134) (420,084) (469,029) (427,918)
TEAR &R RANER Deferred taxation charged to
(KfaE 10) profit and loss account
(note 10) (34,060) (21,959) (23,253) (23,020)
TERERR TR Taxation charged to equity (1,710) (18,091) (1,710) (18,091)
+ZH=1—H At the end of the year (495,904) (460,134) (493,992) (469,029)
N AERE R FNBR C RIERITHINT The deferred taxation charged to equity during the year is as follows:
AL AR
Group Company
2003 2002 2003 2002
ARWTE ARWTT ARWTE ARWTE
Rmb’000 Rmb’000 Rmb’000 Rmb’000
BT Fair value reserves in shareholders’
equity
- properties (1,710) (18,091) (1,710) (18,091)
PEIE FIT B0 7 T IR JRE AR BB 5 1) 35 AT Deferred income tax assets are recognised for tax loss carry forwards to the extent
75 208 2R A6 LR Vi M A L kT A that realisation of the related tax benefit through the future taxable profits is
BRI o AEEA RERRIEAR probable. The Group has unrecognised tax losses of Rmb51,641,000 (2002:
M 51,641,000 0 (ZFEE4E : AR Rmb39,330,000) to carry forward against future taxable income; these tax losses
39,330,000 7T) A %58 ) S R Al e il will expire in the period from 2004 to 2008.
A AR RN E =N

] TR S
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25, BHEEBH (41

25. Deferred taxation (continued)

ENIRERIAE E KA 2H (B The movement in deferred tax assets and liabilities (prior to offsetting of balances
— BB 45 BRAE BT I within the same taxation jurisdiction) during the year is as follows:
ALH
Group
L/EI B
Properties Tax depreciation Jef At
JEHE B £ Deferred tax liabilities revaluation allowances Others Total
2003 2002 2003 2002 2003 2002 2003 2002
ARWFE  ARETT ARBTE AREFT ARETE AREFT ARBTL ARETFC
Rmb’000 Rmb'000 Rmb’000 Rmb’000 Rmb’000 Rmb'000 Rmb’000 Rmb’000
h—H—H At Ist January (260,490) (242,399) (221,723) (195,511) — (3,541) (482,213) (441,451)
TEAR IR (Charged)/credited to
(k%) /Gl profit and loss account — — (22,264) (26,212) (7,169) 3,541 (29,433) (22,671)
AERE R AR Charged to equity (1,710) (18,091) — — - — (1,710) (18,091)
WTZA=1+—H At 31st December (262,200) (260,490) (243,987) (221,723) (7,169) — (513,356) (482,213)
Hefli b it
YEHE LI Deferred tax assets Provisions Others Total
2003 2002 2003 2002 2003 2002
AR¥TE  AR¥WFT ARETE AR TT  ARWTLE  ARETFC
Rmb’000 Rmb’000 Rmb’000 Rmb’'000 Rmb’000 Rmb’000
w—H—H At Ist January 12,426 11,583 9,653 9,784 22,079 21,367
TR IR (Charged)/credited to
(40k%) /FilE profit and loss account (3,893) 843 (734) (131) (4,627) 712
WTZA=+—H At 31st December 8,533 12,426 8,919 9,653 17,452 22,079
AR R M A RAT T FEEFER



25, BEEBIHE (4)

25. Deferred taxation (continued)

AR
Company
LB e
Properties Tax depreciation Jefb it
JEAERLIH £ Deferred tax liabilities revaluation allowances Others Total
2003 2002 2003 2002 2003 2002 2003 2002
ARBTE  AR¥ETFE  AR¥TE ARETT ARETT AREFT ARETL ARETL
Rmb’000 Rmb’000 Rmb’000 Rmb'000 Rmb’000 Rmb'000 Rmb’000 Rmb'000
h—H—H At Ist January (260,490) (242,399) (221,723) (195,511) — (3,541) (482,213) (441,451)
TEAR IR (Charged)/credited to
(40kR) /il profit and loss account — = (22,264) (26,212) — 3,541 (22,264) (22,671)
TERER FNFR Charged to equity (1,710) (18,091) — — — — (1,710) (18,091)
WTFZHA=+—H At 315t December (262,200) (260,490) (243,987) (221,723) — — (506,187) (482,213)
Hefli oAb it
IEHE B Deferred tax assets Provision Others Total
2003 2002 2003 2002 2003 2002
AREETIE ARMTE ARWTE ARWTTC ARETL ARG
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’'000 Rmb’000
h—H—H At Ist January 3,530 3,748 9,654 9,784 13,184 13,533
R R (Charged)/credited to
(k%) /il profit and loss account 1,433 (218) (2,422) (131) (989) (349)
WTZA=+—H At 31st December 4,963 3,530 7,232 9,653 12,195 13,184
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25. BREBLHE (4 25. Deferred taxation (continued)
B A RN N B B A Deferred income tax assets and liabilities are offset when there is a legally enforceable
BUIH A RSN TRIE P S8 K IF] — right to set off current tax assets against current tax liabilities and when the deferred
HFBOHERR - B Al A8 AT i A5 Bl e BELR income taxes relate to the same fiscal authority. The following amounts, determined
T PSR B R B AR RS o TERT AR K after appropriate offsetting, are shown in the consolidated balance sheet;
#% > TIIEHLG A EE R HRKI
E'§ o
ALH AR
Group Company
2003 2002 2003 2002
ARWTHE  ARWTIT ARWTE ARWTT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AT IH Deferred tax assets 5,257 8,895 — =

&
&l
i
o
=

Deferred tax liabilities (501,161) (469,029) (493,992) (469,029)

(495,904) (460,134) (493,992) (469,029)

TEEEABRIRZ SHARE The amounts shown in the balance sheet include the following:
AL AR
Group Company
2003 2002 2003 2002
ARWTHE  ARWTT ARWTE ARWTT
Rmb’000 Rmb’000 Rmb’000 Rmb’000

A 12 {8 H &k E 2 Deferred tax assets to be recovered

IRERITEE after more than 12 months 5,257 3,570 — —
i 12 f H 158 2 Deferred tax liabilities to be settled
IEERITE B (& after more than 12 months (496,331) (470,728) (496,331) (470,728)

(491,074) (467,158) (496,331) (470,728)

@ FAL SRR A RAT B E =
[



26. Hi 4 BLAUR AR Wk

26. Notes to the consolidated cash flow statement

()  BRBLATIEFIBLAS B A8 260 < Bla (@)  Reconciliation of profit before taxation to net cash inflow from operating
A B IR activities:
2003 2002
ARMET L ANRET T
Rmb’000 Rmb’000
BB Al i A Profit before taxation 442,362 192,372

() R
R (L

(Phfal) HesE
TRHRHEA

Bl — St [ 5 )
Z B

e

HEWE - RS K
M ELA

FLEMA

EHEE S B 2
KE g
& (S w
B R YE
Z B
JRE M AR A RE A R T 2
b
JRE AT MR B H M R I 2
#hn,/ (>

Y ST P
WA G

Net (write back)/provision for diminution
in value of inventories (4,863) 2,204
(Write back)/provision for doubtful

receivables (6,935) 296
Share of profit of a jointly

controlled entity (1,045) (402)
Depreciation 38,559 38,536
Profit on disposal of property, plant

and equipment (69,150) (1,990)
Interest income (13,335) (29,613)

Operating profit before working

capital changes 385,593 201,403
(Increase)/decrease in inventories (85,741) 271,488
Increase in properties under

development for sale (57,074) (302,768)
Decrease in trade and

other receivables 34,535 98,312
Increase/(decrease) in trade

and other payables 104,376 (8,566)

Net cash inflow from

operating activities 381,689 259,869
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26. HABAWRERE 5
(b)  ZSAFFE R PH A A B 40 A

Notes to the consolidated cash flow statement (continued)

(b)  Analysis of changes in financing during the year

e 9k RIUAE% SRR
Short-term Long-term Minority it
loan loan interests Total
ARMFE  ARBFE  ARBTLT  ARETL
Rmb'000 Rmb’'000 Rmb'000 Rmb’000
I > At 1st January, 2002

—H—H &R 40,000 — 154,224 194,224
FEBEWA  Cash inflow/(outflow) from financing 100,000 — (200) 99,800
FENG R Share of loss — — (17,033) (17,033)
R IR ] Provision for deferred tax — — 1,500 1,500
TR AR At 31st December, 2002

+=A=+—H 140,000 — 138,491 278,491
—EE= At st January, 2003

—A— A&k 140,000 — 138,491 278,491
HWHE AR A Cash inflow/(outflow)

(Vi) from financing (10,000) 300,000 — 290,000
JRE A i Share of profit — — 5,097 5,097
TR AR At 31st December, 2003

+ZH=1+—H 130,000 300,000 143,588 573,588

(© BlekBE&FEYERMT (c)  Analysis of the balances of cash and cash equivalents

2003 2002

ARWET T ARMT T

Rmb’000 Rmb’000

AT R R BLE Bank balances and cash 1,342,371 1,108,413
A BN R S Sy The conversion of these Renminbi denominated balances into foreign
SRR £ R BUR 2 currencies is subject to the rules and regulations of foreign exchange control

HMIE B FRIEHA o promulgated by the PRC government.

@ FAL SRR A RAT B E =
[



27. SRR

27.  Contingent liability

KM KA
Group Company
2003 2002 2003 2002
AR¥TE AR¥TT ARWTELE ARWKTI
Rmb’000 Rmb’000 Rmb’000 Rmb’000
B E ATl 2 Guarantees for bank loan
SRATEEEAE AR of subsidiaries 430,000 100,000 300,000 —
MR EaliAk 8 B R 2 TR Management anticipate that no material liabilities will arise from the above bank
EAREELEREME - guarantees which arose in the ordinary course of business.
28. R¥E 28. Commitments

(@) BERPLEWE WE - ER TR
T B A B AR AR YA

(@  Capital commitments in respect of investment properties/properties under

development, construction in progress and purchase of equipment and

mr e machinery:
AL AR
Group Company
2003 2002 2003 2002
ARBTE ARWTIE ARWTE ARWTC
Rmb’000 Rmb’000 Rmb’000 Rmb’000
EHEE(E Authorised but not
RETH) contracted for 47,438 1,077,912 47,438 1,077,912
ERT4H Contracted but not
PRy provided for 244,922 108,784 244,922 108,784
292,360 1,186,696 292,360 1,186,696

(b) TR LI R ZEZ SRR

(b)  Capital commitments in respect of development costs attributable to land

RIVEARIE I and properties under development for sale:
A KA
Group Company
2003 2002 2003 2002
AR¥TE AR¥ETT AR¥TE ARWTC
Rmb’000 Rmb’000 Rmb’000 Rmb’000
St EE Authorised but not
Kil#) contracted for 1,516,843 2,187,981 423,536 1,273,487
ERFONE Contracted but not
PR provided for 585,984 391,292 10,856 337,208
2,102,827 2,579,273 434,392 1,610,695
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28. R (a) 28. Commitments (continued)
(© AHEARBBEREARSE T ()  Capital commitment in respect of investment in a subsidiary:
W
ALEH AR
Group Company
2003 2002 2003 2002
AR¥TE AR¥ETFT AR¥TE AR%TC
Rmb’000 Rmb’000 Rmb’000 Rmb’000
EETAH Contracted but not
A provided for 1,360,000 — 1,360,000 —
(d) RoFEZZERTERTAEFTH (d) At 31st December, 2003 and 2002, the Group had future aggregate

=R EEREA R
WO B A 2 AR A B TR AR A S AT
Z R B AR AR T

minimum rental receivables and payments under non-cancellable operating

leases as follows:

AEH ARH
Group Company
2003 2002 2003 2002
ARWTE AR¥TT ARWTEZ ARWTC
Rmb’000 Rmb’000 Rmb’000 Rmb’000
HEW AL 4 Rental receivables
BN Not later than one year 81,335 96,079 78,873 91,628
BoE Later than one year and
BHAEN not later than five years 50,449 57,878 40,925 49,546
TAEMR Later than five years 14,521 6,694 10,421 2,594
146,305 160,651 130,219 143,768
AT R4 Rental payables
H—FEN Not later than one year 12,848 15,000 15,000 15,000
) Later than one year and
BRER not later than five years 51,392 60,000 60,000 60,000
TR Later than five years 372,592 450,000 435,000 450,000
436,832 525,000 510,000 525,000

AR TR A IR AT —FE =R




29. AHEALRY 29. Related party transactions

AR B A 52 [ AR w) B BN L7 The following is a summary of significant related party transactions entered into

AEFERALEEMALFZ B HEED by the Group and the Company which were carried out in the normal course of

TG EELHWE the Group’s and the Company’s business during the year:

AL ARH
Group Company
2003 2002 2003 2002
AR¥TE ARWTET ARWTE AR®TT
Rmb’000 Rmb’000 Rmb’000 Rmb’000
BLPEIBE 4 i) Transactions with the
W25 Holding Company
it (Mita) Assignment of the rights
and interest in a loan (note a) 75,146 — — —
FESZH (MfzED) Interest expense (note b) — 3,018 — —
CATR L Operating lease payment
HEME (MiEc)  forland (notec) 15,000 15,000 15,000 15,000
S — Ik ] ¥ ol Transactions with a jointly
HMR S controlled entity
SERC (HEEd) Expenditure on system
integration (note d) 4,775 — 3,375 —
LI 2 B 0 2 v Transactions with
35 fellow subsidiaries
e RE Heating fees paid to
BABM (Hite) LRI (note ) 17,430 16,374 17,430 16,374
CAT R E Design and installation charge
R hL T paid to JL/RHEEEEH.L
Bt (HizEf) (note f) 2,447 6,923 2,447 6,923

FifaE - Notes:

(@) BEIRA A A T Al (a)  Interest had been accrued on a loan in the principal sum of Rmb50,000,000 to Beijing Jiang Zhuang
G AR —E RS AR Hu Property Co., Limited, a subsidiary of the Company, from the Holding Company at the prevailing
50,000,000 TCHI T - £ BT 5 FIFACHRF] market rate. In January 2003, Beijing North Star Real Estate Development Company Limited
B o SRS FRAL TR (‘BNSRE’), a subsidiary of the Company ensered into a deed of assignmens with the Holding Company
JR B IR A R A Al ([IER S HE |) whereby the Holding Companys rights and interest in the said loan was assigned to BNSRE for a cash
SAFEIR 2 Fl R (R A e IR S TR consideration of Rmb75,145,750 (including the principal sum of Rmb50,000,000).

WELIB S A R 75,145,750 ¢ (H 4% L
HAR g A R 50,000,000 TC) 7kt K
HAERs -

Annual Report 2003 BEIJING NORTH STAR COMPANY LIMITED @



29. ABEALRY (4

30.

Akl T B A7 B4

(b)

(c)

(d)

(e)

)

(8)

(h)

FERE LS Al 1 7 Tl 5 ISR — B (Mt
20) ZFIB -

AR AR A Al AT T— IR A LA Al 2 R
LE1 4~ AW WY FEREF I
ik o ctRiZ ik » —FEAER - FFAEE
FHE i 43 A R W5 15,000,000 IC

AR T4 A SRR R LR
RBAFBENMA R (THLRAH) 25T
TR RIREEEAA > AR AR oK
W - REGSFIE H RS -

AL A FEERR N Al — AU C A A +— H A
Al T IR ek - 470 - ALRSEE L F]
[l B f) A 2 TR (TR AR R 18
E-3L/

SRS

IREIRE B

AR A
FEBK T AE L2 BT

HEHER AR A

#y BE

HELH AR R e 7T 2 H At 4F A
AR HErd bk RAC I FIRT ~ At RARTEA A
BRI B AAE o

Ay Al B — i EE RO AT & 2 AL A AT JE A
T EH B FH R RN A ] KARa% A TR
P2 Gt kT2 55 R #2,447,0007C

BFILESZ A} - EARBEE S B EH
IR o

KL AR B R THEFE g L2 554
TEASL ARG H i ST AR P A 503 ik 2 0

AT ©

e BB W)
R B 2 B AL
JREEE BN R Sy A R 2 BRI

ﬁjo

SEFEH

29.

30.

Related party transactions (continued)

@)

()

(d)

()

o

©

(h)

Interest was charged on a loan from Holding Company (note 20) at prevailing market rate.

The Company has entered into a lease agreement with the Holding Company for certain land,
investment properties, hotel property and buildings of the Company. According to the agreement, the

rental for 2003 and 2002 was fixed at Rmb15,000,000 per annum.

The Company and its subsidiaries had entered agreements with Beijing North Star Neusoft Information
Technology Company Limited (the “DDAP”). According to these agreements, DDAP provided service
on system integration for such as Beijing Continental Grand Hotel, Long Bridge.

The Company has entered into a miscell

services ag , dated 11th April, 1997, with the
BNS Group Company whereby the BNS Group Company agreed to provide certain services to the

Company. The details of these services and pricing basis are as follows:

Price basis
Security services Market Price
Transport 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 term of ten years from the date of signing of the miscellaneous

services agreement.

The Company has entered into supply contracts for residential area automatic car park garage equipment
and technology with a company controlled by the Holding Company. According to the contracts, the
design and installation charges paid amounting to Rmb2,447,000.

Except for interest expense, the transactions stated above are connected transactions which are also

disclosed in the Report of the Directors.

The independent non-executive directors of the Company confirmed that the transactions stated above
had been carried out in accordance with the terms of the agreements relating to the transactions in

question and that they were in the ordinary and normal course of business of the Company.

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.



