Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong
Kong Limited take no responsibility for the contents of this announcement, make no
representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part

of the contents of this announcement.

tRIEEEREXRKGBRER L2 A
BEIJING NORTH STAR COMPANY LIMITED

(A sino-foreign joint venture joint stock limited company incorporated in the People’s Republic of China)

(Stock Code: 588)

2014 INTERIM RESULTS ANNOUNCEMENT

The board of directors (the “Board”) of Beijing North Star Company Limited (the
“Company”) is pleased to announce the unaudited consolidated results of the Company
and its subsidiaries (the “Group”) for the six months ended 30 June 2014 (the “Period”),
based on the condensed consolidated interim financial information which 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 relevant
requirements of the Rules Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The 2014 condensed consolidated interim financial information of the Company has not
been audited but has been reviewed by the Board and the audit committee of the Company
(the “Audit Committee’).

For the six months ended 30 June 2014, the Group achieved a revenue of
RMB2,589,898,000, representing a decrease of 9.66% over the same period of the
previous year. Operating profit was RMB927,405,000, representing a decrease of 6.43%
over the same period last year. Profit attributable to equity holders of the Company was
RMB420,404,000, representing a decrease of 24.35% over the same period last year.
Among others, the core operating results of the Company’s principal business were
RMB301,877,000, a decrease of 28.09% from last year, and the gain (after taxation)
on changes in fair value of investment properties was RMB118,527,000, representing a

decrease of 12.80% over the same period last year.



INTERIM CONSOLIDATED INCOME STATEMENT

Unaudited
Six months ended 30 June
2014 2013
Note RMB’000 RMB’000
Revenue 2 2,589,898 2,866,755
Cost of sales (1,460,670) (1,668,485)
Gross profit 1,129,228 1,198,270
Selling and marketing expenses (96,678) (120,842)
Administrative expenses (263,534) (268,017)
Fair value gains on investment properties 158,036 181,227
Other gains — net 353 519
Operating profit 927,405 991,157
Finance income 13,032 7,034
Finance costs (180,594) (165,537)
Finance costs — net (167,562) (158,503)
Share of loss of an associate and
a joint venture (55) (679)
Profit before income tax 2 759,788 831,975
Income tax expenses 4 (302,467) (262,211)
Profit for the period 457,321 569,764
Profit attributable to:
— Equity holders of the Company 420,404 555,725
— Non-controlling interests 36,917 14,039
457,321 569,764




RMB Cents RMB Cents

Note per share per share
Earnings per share attributable to
the equity holders of
the Company during the period
— Basic and diluted 12.49 16.50
Dividend 5 — —

INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Unaudited
Six months ended 30 June
2014 2013
RMB’000 RMB’000
Profit for the period 457,321 569,764
Other comprehensive income — —
Total comprehensive income for the period 457,321 569,764
Attributable to:

— Equity holders of the Company 420,404 555,725
— Non-controlling interests 36,917 14,039

457,321 569,764




INTERIM CONSOLIDATED BALANCE SHEET

Unaudited Audited
30 June 2014 31 December 2013
Note RMB’000 RMB’000
ASSETS
Non-current assets
Land use rights 995 1,011
Investment properties 11,523,600 11,339,000
Property, plant and equipment 2,029,736 2,074,920
Investment in an associate and a joint venture 6,512 6,567
Deferred income tax assets 27,861 24,574
13,588,704 13,446,072
Current assets
Properties under development 17,017,036 18,287,947
Completed properties held for sale 5,396,907 2,199,453
Other inventories 73,391 71,742
Trade and other receivables 745,556 1,116,789
Restricted bank deposits 227,168 237,703
Cash and cash equivalents 4,531,601 3,196,257
27,991,659 25,115,891
Total assets 41,580,363 38,561,963
EQUITY AND LIABILITIES
Equity attributable to equity holders
of the Company
Share capital 3,367,020 3,367,020
Other reserves 4,231,264 4,231,264
Retained earnings
— Proposed final dividend — 202,021
— Others 8,036,226 7,615,822
15,634,510 15,416,127
Non-controlling interests 118,118 78,240
Total equity 15,752,628 15,494,367




Unaudited Audited
30 June 2014 31 December 2013

Note RMB’000 RMB’000
LIABILITIES
Non-current liabilities
Long term borrowings 12,085,972 9,504,430
Long term payables 6,935 6,935
Deferred income tax liabilities 1,675,474 1,614,659
13,768,381 11,126,024
Current liabilities
Trade and other payables 7 8,806,921 8,091,774
Current income tax liabilities 463,683 429,623
Current portion of long term borrowings 1,588,750 2,170,175
Short term borrowings 1,200,000 1,250,000
12,059,354 11,941,572
Total liabilities 25,827,735 23,067,596
Total equity and liabilities 41,580,363 38,561,963
Net current assets 15,932,305 13,174,319
Total assets less current liabilities 29,521,009 26,620,391




ACCOUNTING POLICIES AND BASIS OF PREPARATION

This condensed consolidated interim financial information for the six months
ended 30 June 2014 has been prepared in accordance with Hong Kong Accounting
Standard (“HKAS”) 34 ‘Interim financial reporting’. The condensed consolidated
interim financial information should be read in conjunction with the annual financial
statements for the year ended 31 December 2013, which have been prepared in
accordance with Hong Kong Financial Reporting Standards (“HKFRS”) .

These condensed consolidated interim financial statements have been reviewed, not
audited.

Except as described below, the accounting policies applied are consistent with those of
the annual financial statements for the year ended 31 December 2013, as described in
those annual financial statements.

The Group has adopted HK(IFRIC)-Int 21 ‘Levies’. HK(IFRIC)-Int 21 addresses the
accounting for a liability to pay a levy if that liability is within the scope of HKAS
37 ‘Provisions’. The interpretation addresses what obligating event gives rise to pay a
levy, and when a liability should be recognised. The Group is not currently subject to
significant levies. The adoption of the interpretation has had no significant effect on
the financial statements for earlier periods and on the interim financial information for
the period ended 30 June 2014. The Group does not expect HK(IFRIC)-Int 21 to have

a significant effect on the results for the financial year ending 31 December 2014.

Other amendments to HKFRSs effective for the financial year ending 31 December

2014 are not expected to have a material impact on the Group.

Taxes on income in the interim periods are accrued using the tax rate that would be

applicable to expected total annual earnings.

There are no other amended standards or interpretations that are effective for the first
time for this interim period that could be expected to have a material impact on the
Group.



SEGMENT INFORMATION

Management has determined the operating segments based on the reports reviewed
by the Board, being the major body in making operation decisions, for assessing the
operating performance and resources allocation.

The Board considers the business from a product/service perspective. From a product/
service perspective, management assesses the performance of development properties,
commercial properties and investment properties and hotels. Development properties
are the segment which involves sales of developed properties; commercial properties
are the segment which involves the operation of retail business in supermarkets and
shopping centers; and investment properties and hotels are the segment which involves
the operation of rental apartments, office buildings, conference centers, and hotels.

Other operations of the Group mainly comprise property management, restaurant and
recreation operations, the sales of which have not been included within the reportable
operating segments, as they are not included in the reports provided to the Board.

The Board assesses the performance of the operating segments based on a measure
of adjusted profit before income tax based on assumptions that investment properties
are measured at cost and certain assets injected by the state-owned shareholder are
measured at the revaluated costs. This measurement basis mainly excludes the fair
value gains on investment properties and includes land appreciation taxes and the
depreciation of investment properties. Other information provided, except as noted
below, to the Board is measured in a manner consistent with that in the financial
statements.

Total assets mainly exclude deferred tax assets, corporate cash and entrusted loans
granted, which are managed on a centralised basis; the investment properties are
measured at cost; certain assets injected by the state-owned shareholder are measured
at the revaluated cost. These are part of the reconciliation to total balance sheet assets.



Turnover consists of sales from development properties, commercial properties, and
investment properties and hotels segments. Revenues recognised during the six months
ended 30 June 2014 and 30 June 2013 are as follows:

Unaudited
Six months ended 30 June
2014 2013
RMB’000 RMB’000
Revenue

Development properties 1,410,925 1,634,205
Commercial properties 157,345 174,815
Investment properties and hotels 971,457 1,001,607
2,539,727 2,810,627
All other segments 50,171 56,128
2,589,898 2,866,755

Other segments of the Group mainly comprise property management, restaurant and

recreation operations, none of which constitutes a separately reportable segment.

Sales between segments are carried out on terms equivalent to those that prevail in
arm’s length transactions. The revenue from external parties reported to the Board
is measured in a manner consistent with that in the interim consolidated income

statement.



Unaudited

Investment
Development ~ Commercial properties All other
Business Segment properties properties and hotels segments  Total Group

RMB 000 RMB 000 RMB’000 RMB’000 RMB 000

Six months ended 30 June 2014

Total segment revenue 1,410,925 157,345 976,058 73,663 2,617,991
Inter-segment revenue — — (4,601) (23,492) (28,093)
Revenue from external customers 1,410,925 157,345 971,457 50,171 2,589,898
Profit before income tax 299,281 1,744 289,808 (12,918) 571915

Six months ended 30 June 2013

Total segment revenue 1,634,205 174,815 1,007,421 75,257 2,891,698
Inter-segment revenue — — (5,814) (19,129) (24,943)
Revenue from external customers 1,634,205 174,815 1,001,607 56,128 2,866,755
Profit before income tax 355,720 5,767 332,139 (6,280) 687,346




Business segment

As at 30 June 2014 (Unaudited)

Total segment assets
Total segment assets include:
Interest in an associate and
a joint venture
Additions to non-current assets
(other than deferred tax assets)

As at 31 December 2013 (Audited)

Total segment assets
Total segment assets include:
Interest in an associate and
a joint venture
Additions to non-current assets
(other than deferred tax assets)

Development
properties
RMB’000

24,786,480

128

22,745,801

3,153

Commerecial
properties
RMB’000

1,080,788

290

1,104,142

50,648

Investment
properties
and hotels

RMB’000

5,835,611

49,194

5,923,163

108,120

All other
segments
RMB’000

83,191

1,215

14,121

4,368

Total Group
RMB’000

31,786,070

51,427

29,847,833

166,289




Reportable segments’ profit before income tax is reconciled to total profit before
income tax as follows:

Unaudited
Six months ended 30 June
2014 2013
RMB’000 RMB’000
Profit before income tax for reportable
segments 577,915 687,346
Corporate overheads (30,578) (32,839)
Corporate finance costs (175,334) (160,109)
Corporate finance income 3,903 589
Share of loss from an associate and
a joint venture (55) (679)
Fair value gains on investment properties 158,036 181,227
Reversal of depreciation of
investment properties 83,432 83,564
Land appreciation tax 140,678 71,085
Others 1,791 1,791
Profit before income tax 759,788 831,975
Reportable segments’ assets are reconciled to total assets as follows:
Unaudited Audited
As at As at
30 June 2014 31 December 2013
RMB’000 RMB’000
Total segments’ assets 31,786,070 29,847,833
Deferred income tax assets 27,861 24,574
Corporate cash 3,058,030 1,674,358
Investment in an associate and a joint venture 6,512 6,567
Entrusted loan granted — 550,000
Aggregated fair value gains on
investment properties 5,298,476 5,140,440
Reversal of accumulated depreciation of
investment properties 1,413,296 1,329,864
Others (9,882) (11,673)
Total assets per balance sheet 41,580,363 38,561,963




The Company and its subsidiaries are domiciled in the People’s Republic of China (the
“PRC”) and all the revenue from external customers of the Group were derived in the
PRC for the six months ended 30 June 2014 and 2013.

There are no differences from the last annual financial statements in the basis of

segmentation or in the basis of measurement of segment profit or loss.

There has been no material change in total liabilities from the amount disclosed in the

last annual financial statements.

At 30 June 2014 and 31 December 2013, all the Group’s non-current assets other than
deferred tax assets (there are no employment benefit assets and rights arising under

insurance contracts) were located in the PRC.

The Group has a large number of customers, and there was no significant revenue
derived from specific external customers for the six months ended 30 June 2014 and
2013.

OPERATING PROFIT

The following items have been credited/(charged) to the operating profit during the

period:

Unaudited
Six months ended 30 June
2014 2013
RMB’000 RMB’000
Investment properties at fair value through

profit or loss:

— fair value gains 158,036 181,227
Provision for impairment of receivables — (1)
Loss on disposal of property, plant

and equipment (530) (176)




INCOME TAX EXPENSES

No provision for Hong Kong profits tax has been made as the Group had no assessable
profits in Hong Kong for the six months ended 30 June 2014 and 2013. The PRC
enterprise income tax is computed according to the relevant laws and regulations in
the PRC. The applicable income tax rate for the six months ended 30 June 2014 and
2013 was 25%.

Unaudited
Six months ended 30 June
2014 2013
RMB’000 RMB’000
Current income tax

— PRC enterprise income tax 104,261 129,501
— PRC land appreciation tax 140,678 71,085
Deferred income tax 57,528 61,625
302,467 262,211




DIVIDEND

A dividend that relates to the year ended 31 December 2013 amounting to
RMB202,021,000 was approved at the annual general meeting in May 2014 and was
paid in full in June and July 2014 (Dividend related to the year ended 31 December
2012: RMB202,021,000).

The Board resolved that no interim dividend will be declared in respect of the six
months ended 30 June 2014 (Six months ended 30 June 2013: nil).

Total dividend that relates to the year of 2013 paid by the Group to the equity holders
of the Company is RMB 159,600,000 during the six months ended 30 June 2014 (Total
dividend that related to the year of 2012 paid during six months ended 30 June 2013:
nil).

TRADE AND OTHER RECEIVABLES

As at 30 June 2014 and 31 December 2013, the Group’s trade and other receivables
included trade receivables, prepaid tax, other prepayments and receivables.

The majority of the Group’s sales are on cash or advance basis. The remaining
amounts are with credit terms of 30 to 90 days. As at 30 June 2014 and 31 December
2013, the ageing analyses of the trade receivables were as follows:

Unaudited Audited
As at As at
30 June 31 December
2014 2013
RMB’000 RMB’000

Trade receivables
0 - 30 days 34,744 25,789
31 - 90 days 8,396 5,277
Over 90 days 10,960 21,494
54,100 52,560
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TRADE AND OTHER PAYABLES

As at 30 June 2014 and 31 December 2013, the Group’s trade and other payables
mainly included trade payables, advance from customer, accrued construction costs,
accrued interest and other payables. The ageing analyses of the trade payables

(including amounts due to related parties of trading in nature) were as follows:

Unaudited Audited
As at As at
30 June 31 December
2014 2013
RMB’000 RMB’000

Trade payables
0 - 180 days 343,915 247,183
181 - 365 days 140,477 236,113
Over 365 days 486,805 625,323
971,197 1,108,619




RECONCILIATION OF CONSOLIDATED INTERIM FINANCIAL
INFORMATION

The Group has prepared a separate set of consolidated interim financial statements for
the six months ended 30 June 2014 in accordance with Chinese Accounting Standards
(“CAS”) issued by the Ministry of Finance of the PRC. The differences between the
financial information prepared under the CAS and HKFRS issued by the Hong Kong

Institute of Certified Public Accountants are summarised as follows:

Profit attributable to equity

holders of the Company Capital and reserves
For the six months attributable to equity
ended 30 June holders of the Company
As at As at
30 June 31 December
2014 2013 2014 2013

Unaudited Unaudited  Unaudited Audited
RMB’000 RMB’000 RMB’000 RMB’000

As stated in accordance with CAS 237,960 355,789 10,608,089 10,572,150

Impact of HKFRS adjustments:
1. Reversal of depreciation of investment

properties under CAS 62,574 02,673 1,059,972 997,398
2. Fair value adjustment of investment

properties under HKFRS, net of tax 118,527 135,920 3,973,855 3,855,328
3. Differences on revaluation of certain assets

upon the reorganisation in 1997 1,343 1,343 (7,406) (8,749)
As stated in accordance with HKFRS 420,404 555,725 15,634,510 15,416,127




THE BOARD’S DISCUSSION AND ANALYSIS ON THE COMPANY’S
OPERATION DURING THE REPORTING PERIOD

I. OPERATING ENVIRONMENT

In the first half of 2014, facing the slow recovery of the international economic
scenario, the Chinese government insisted on the keynote of “proceeding while
maintaining stability”. By maintaining the unchanged framework including a proactive
fiscal policy and stable monetary policy, the government accelerated the transformation
of its development mode by supporting the small-scale stimuli of people’s livelihood
and investments in public utilities, as well as the directed support on deposit reserve
rate and tax reduction for “Sannong” (=) (Agriculture, rural areas and farmers)
and the medium, small and micro-sized enterprises. These initiatives not only helped
improve the market confidence, but also aligned effective supply with demand
management. Thus, the economy saw a steady recovery with the GDP growth for the
first half of the year reaching 7.4%.

1. Development Properties

In the first half of 2014, under the background of macro-control of bi-directional
regulating and controlling and classification guidance, the real estate market was
affected by tight credit, the buyers’ wait-and-see sentiment and other factors. As a
result, the transaction volume dropped significantly and the growth of transaction
prices slowed down gradually, and the land market had somewhat cooled down.
Although the floor price continued to surge, the transaction premium rate
indicated a narrowed down trend. According to National Bureau of Statistics (the
same applied hereafter), sale areas of commodity residential units in the country
for the first half of 2014 decreased by 7.8% over the same period last year to
424,870,000 m?. Average trading price of commodity residential units decreased
by 1.5% over the previous year to RMB6,033 per m?.
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Given the stringent purchase restriction and loan restriction policies and the
expected massive launch of owner-occupied commodity houses, the demand in
Beijing’s real estate market was difficult to release. Therefore, the transaction
volume dropped sharply. The transaction prices continued to increase, yet with
a lower growth rate. Although the land market witnessed significant growth as
compared to the same period last year, it still presented a high-to-low trend.
Moreover, the transaction amount and premium of the second quarter dropped
significantly as compared to the beginning of the year. During the first half of
2014, sales areas and sales amount of commodity residential units in Beijing
decreased by 35.7% and 31.9% as compared to the same period last year to
3,850,000 m? and RMB76,500,000,000, respectively. The average trading price
was RMB19,838 per m?, representing an increase of 5.9% as compared to the

same period last year.

Due to the stronger wait-and-see sentiment of property buyers, both the
transaction volume and sales rate of the property market in Changsha dropped but
the sales prices remained relatively stable. In the first half of 2014, sales areas
and sales amount of commodity residential units in Changsha’s property market
decreased by 26.1% and 28.2% over the same period last year to 5,240,000 m?
and RMB29,500,000,000, respectively. The average trading price of commodity
residential units was RMBS5,628 per m?, basically unchanged as compared to the

same period in 2013.



Investment Properties (including hotels)

As a result of the changes in the supply and demand relationship and the market,
the development of each segment of the investment properties (including hotels)
market in Beijing were diverse, among which limited supply of new projects
in the office building market and rapid release of demand not only resulted
in modest growth of the rental fee but also pushed the net absorption rate in
the second quarter to record high in the past eight quarters. The high-grade
hotels and catering segment saw different degrees of decline in both industry
performance and the operating results due to the adjustments of the market and
demand. Along with the efforts of Beijing to strengthen its functional position
as a “Culture Centre” and “International Communication Centre”, the catalytic
effects of convention and exhibition market on the relevant industries became
more and more prominent. The market thus provided significant impetus to
the development of regional economy. The change in supply of the apartment
market was not significant, while the average price and the lease rate of service
apartments maintained a stable growth.

Commercial Properties

During the first half of 2014, the total domestic retail sales in Beijing was
RMB427,270,000,000, representing an increase of 7.5% as compared to the same
period last year. Meanwhile, along with the continuous increase in the supply
of commercial projects and the rapid growth in the scale of online shopping,
the competition of the commercial properties in Beijing become more and more
intense. In order to address the market competitions and the changes of demand,
adjusting and enriching service functions through improvement of brand portfolio
and introduction of life experience and entertainment business mode have become
the mainstream mode to promote creative development of traditional business and
cope with the impact of e-commerce.
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II.

REVIEW OF OPERATIONS DURING THE REPORTING PERIOD

Facing the changes in external environment and severe competitions, the Company
adjusted the marketing strategy in a timely manner in the first half of 2014 to cope
with the market changes. Management on project development continued to improve
when the Company spared no efforts to establish the functional district of North
Star Convention and Exhibition. Simultaneously, the promotion of the three major
expansion strategies, i.e. capital expansion, brand expansion and low-cost expansion,
was sped up with steady increase in land reserves and continuous effort made
on managing outputs, which continuously strengthened the ability of sustainable
development of the Company.

In the first half of 2014, the Company recorded an operating revenue of
RMB2,589,898,000, representing a year-on-year decrease of 9.66%. Due to the changes
in the billing cycle of the real estate project development and starred hotel market,
the profit before tax and the profits attributable to equity holders of the Company
decreased by 8.68% and 24.35% over the same period last year to RMB759,788,000
and RMB420,404,000, respectively, wherein the core operating results after tax from
the Company’s principal business (excluding fair value gains) decreased by 28.09%
over the same period last year to RMB301,877,000. The fair value gains on investment
properties (after tax) amounted to RMB118,527,000 during the period, representing a
year-on-year decrease of 12.80%. Earnings per share was RMBO0.1249, decreased by
24.30% as compared to the same period of 2013. In addition, the Company strictly
controlled costs and expenditure during the reporting period and kept the costs and
expenditure within the target of the budget.



Property Development

During the reporting period, the Company aspired to speed up the turnover of
property development. Based on the research and analysis on market condition, it
strived to accurately position the project so as to drive up sales through targeted
marketing strategy. In the Beijing region, Changhe Yushu high-end project, the
engineering construction of which was accelerated, successfully held an opening
ceremony and secured nearly 50 groups of customers and laid the foundation
for achieving the sales schedule for the second half of the year after having
obtained the presale permit. For the Bihai Fangzhou villa project, the execution
of contracts with purchasers was proceeding with contracted sales of RMB310
million during the reporting period. In addition, Shunyi Mapo project and the
AQ09 commercial properties of North Star Fudi will also be ready for launch in the
market in the second half of the year.

In terms of Changsha area, the North Star Delta Project located in the emerging
sub-center of Changsha, by relying on its position in the largest city conglomerate
in China combining commerce, residence, recreation and business, achieved
leading development and sales in the region. As of the first half of 2014, the
North Star Delta Project recorded area commencing construction of 2,500,000 m?
and completed construction area of 1,390,000 m?, representing 46% and 25% of
the planned gross floor area respectively. Development and construction of the
project had fully commenced. Due to the occupancy after completion of certain
clusters, the commercial and public facilities in Al area to be put into operation,
as well as the continued popularity of the project, not only did North Star Delta
have an increasingly well-established commercial and business atmosphere, it was
also awarded the “Best Commercial Property Project with Investment Potential in
the PRC” (1B iix B4 &% /1 i £ Hb &= TH H ). During the reporting period, the
North Star Delta Project achieved sales areas of 53,000 m? with 430 units sold in
total and contracted sales (including car parks) of RMBS582.1 million. As the best-
seller in real estate market in Changsha in the first half of the year and the first
project in terms of comprehensive competitiveness among general commodity
housing in real estate market in Changsha, its average sales price of residential
units reached RMB9,150 per m?. Whilst smooth progress was made in North Star
Delta Project, the Company acquired 51% equity of Changsha Century Royal
Real Estate Co., Ltd by way of capital increment in April 2014, through which
the Company obtained additional land reserves of 906,000 m? for North Star
Central Park Project (tentative name), further consolidating its leading position in
Changsha.



In the first half of 2014, the operating revenue of the development properties
segment of the Company recorded RMB1,410,925,000 (including car parks),
representing a year-on-year decrease of 13.66%, which was attributable to the
effect of the changes in the billing cycle of real estate project development
and the structure of settlement of projects. The profit before tax was
RMB299,281,000, representing a year-on-year decrease of 15.87%. During the
reporting period, the Company achieved area under construction of 2,000,000 m?
and completed area of 500,000 m?. The contracted sales (including car parks)
amounted to RMB1,125.56 million with sale areas of 65,000 m>.

Investment Properties (including hotels)

In the first half of 2014, under the influence of changes in markets, the Company
recorded operating revenue from investment properties (including hotels) of
RMB971,457,000, representing a year-on-year decrease of 3.01%. Without taking
into account the amortisation of interest expenses, profit before tax amounted
to RMB289,808,000, posting a year-on-year decrease of 12.74%. In addition,
the change in fair value gains on investment properties (before tax) amounted to
RMB158,036,000 for the first half of 2014, representing a year-on-year decrease
of 12.80%. The Company responded to the changes in the market by adjusting
its operating measures on a timely basis and actively expanding the operational
concepts. On one hand, it fully utilised the edges in diversified businesses and
strong correlation of the investment properties (including hotels), effectively
defended the operational risks brought by the market changes. On the other
hand, it sped up brand extension and managed output, and obtained the entrusted
operational rights of Nanchang International Exhibition Centre (7 & B [ & & H
.L») and Beijing Yan Qi Lake International Exhibition Centre (3t 3% JfE 18 [ [
& 2 H1.00), as well as the entrusted operational management of the ancillary hotel
of Nanchang International Exhibition Centre. It not only achieved a breakthrough
in the management of hotel brands outputs, but also laid a solid foundation for
parallel development of the investment business of heavy assets and the service
business of light assets.



As the core of the functional areas of North Star Convention and Exhibition,
during the reporting period, National Convention Centre and Beijing International
Convention Centre hosted 787 meetings and 74 exhibitions in total, increased
by 177 and 38 respectively as compared with the same period last year, among
which, with the return of CIFTIS (3t3Z%) and other brand projects, and the
increase in reputation and influence brought by the upcoming 2014 APEC
convention, National Convention Centre became an important choice for large
meetings and activities in Beijing and even in China. Beijing International
Convention Centre mainly focused on the market of small-scale meetings and
emerging training markets and by enhancing the strength of developing markets,
differentiating market positioning and elevating services level by special
operations, it maintained stable financial results.

Office building business constantly optimized client structure, reasonably adjusted
the prices for contract renewal, actively developed high-end clients, steadily
increased the occupancy rates and rental fees and made it an important source of
the profit of the investment properties (including hotels) segment.

Proactive response was taken to cope with the changing market in the hotel
business. While increasing the development of wedding banquets, public catering
and business activities, it also utilised the housing price leverage to feature
marketing and promotion as well as new growth points. The room rates and
occupancy rate of our hotel business still performed better than the average level
in the industry.

The apartment business focused on the operational characteristics of product
differentiation and client diversification, firmly optimised client structure,
increased the proportion of permanent customers, continuously improved the
service level and comfort level of the guest rooms, maintained high occupancy
rate with steady average price with upward trends.



3. Commercial Properties

Commercial properties business maintained stable operating results amidst
severe competition in the market and the impact of e-commerce by adjusting and
enriching commodity structures and business brands on a continuous basis as well
as intensifying the joint promotion and marketing among different projects.

In the first half of 2014, the commercial properties segment recorded an operating
revenue of RMB157,345,000, representing a year-on-year decrease of 9.99%.
Profit before tax was RMB1,744,000.

IHI. COMPETITION AND DEVELOPMENT IN THE INDUSTRY

In the second half of 2014, our nation will adhere to the overarching principle of
progress through stability. Based on keeping the continuity and stability in macro-
economy policy, the country will deepen the reform of economic system through
carrying out reforms in all fields and sectors of economic and social development.
Mild stimuli will be given to the monetary policy, fiscal policy and public investments,
with a focus of motivating the market vitality and accelerating the change in
development mode. Taking full advantage of the fundamental role of consumption, it
is intended to effectively improve the quality of economic development, so as to foster

the steady and sound development of the national economy.

For property development, regarding the demand, as People’s Bank of China
promulgated the National Five Rules (¥ 7i{4) in the second quarter which
clearly supports first residential housing mortgage loans, and given the fine-
tuning of the purchase restriction policies by certain cities, the wait-and-see
sentiment of property buyers is expected to be alleviated. In this respect, demand
for real estate market is expected to rebound and stimulate a short-term rise in the
market. Regarding the supply, since the land supplied over the past several years
has gradually entered the launch cycle, the pressure on sale will be more intense
in the second half of the year. As a whole, affected by the excess supply, the
de-stocking will be an important target for property enterprises. In addition, the real

estate market will complete its periodic adjustment amid fluctuations.
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IV.

For investment properties (including hotels), as Beijing has strengthened its urban
functional positioning as a “Cultural Centre” and an “International Communication
Centre”, it will create a historic opportunity for the fast development of the convention
economy and service-based economy in Beijing. Further, Catalogue of Prohibitions
and Restrictions on New Industry in Beijing (2014 Edition) was published on 25
July 2014 in Beijing. To achieve the urban function and strategic position of Beijing,
the capital city, except the high-end industrial functional area, construction of large
public buildings including hotels, office buildings and exhibitions will be forbidden
within the fifth ring road (fourth ring road to the south). In light of the continuous
increase in demand and the gradual decrease in potential supply, the problem of excess
supply in certain segments is expected to be alleviated and the operating standard of
inventory properties is anticipated to improve. For commercial properties, the country
and relevant competent government authorities will place the strategic focus on
expanding the domestic demand as well as formulating the long-term mechanism for
expanding the domestic demand, facilitating the demand for community consumption,
and enhancing the fundamental role of consumption in the economic growth. The said
measures will provide a large market for the development of commercial properties.

THE COMPANY’S DEVELOPMENT STRATEGIES

Amid the complex and ever-changing business environment, the Company will
strengthen the prospective study and prediction on the policy and market trend. It will
take a firm grip on the market opportunity and continue to enhance the innovative
development of the three strategies, being capital expansion, brand expansion and
low-cost expansion, aiming to give fresh impetus to the sustainable development of
the Company. In the second half of 2014, the Company will strictly control its cost,
expenses and expenditure, continuously reduce expenses, strengthen budget rigidity
and regulate budget execution.



Property Development

The Company will conduct intense research in changes in market situations and
development trend. Under the orientation of customers’ needs and based on the
creation of quality projects as well as the improvement of revenue space, the
Company will strengthen establishment of standardised system, expedited turnover
of projects and adhere to improve the capability of project development and
comprehensive management. In addition, the Company will actively search for
market opportunities, and continue to increase its land reserve with consolidation
of existing regional development while expanding into new cities, by way of
public transaction, acquisitions and mergers, etc. In terms of the projects in
Beijing, the Company will target at expediting the construction progress and
pursuing operational efficiency. It will quickly carry forward development and
construction as well as sales preparation of projects including Changhe Yushu
Garden Villas (=77 % %), Shunyi Mapo project, the A09 commercial and public
facilities of North Star Fudi (ALJR 48 %8). It strived for hot sales at project opening
through accurate customer orientation and targeted marketing strategy.

In terms of Changsha area, along with the opening of Changsha North Star
InterContinental Hotel and follow-up use of commercial and public project of Al,
“China Central Innovative Commercial Business Center”, positioning of North
Star Delta Project as well as its function layout will be completed and optimised.
Its regional advantages and leading position will be more prominent for further
improvement of influence, absorption affinity and comprehensive competitive
edge of projects, so as to ensure sustained hot sales of projects. In addition, North
Star Central Park (tentative name) would be created as a new highlight in the
south area of Changsha City. Its construction was carried out in full swing and
the project will be open for sale in the second half of the year when conditions
permit. As the two projects echo each other in the south and north, which will
not only further enhance the brand image of North Star, but also significantly

improve the Company’s market share and leadership in the real estate market in
Changsha.

In the second half of 2014, the Company anticipates area commencing
construction of 980,000 m?, area under construction of 2,480,000 m? and
completed construction area of 340,000 m?. It will also strive to accomplish sales
area of 360,000 m? and contracted sales of RMB5.26 billion (including car parks).



Investment Properties (including hotels)

Beijing will strengthen its urban functional positioning as a “Cultural Centre”
and an “International Communication Centre”. With such an opportunity, the
Company will fully capture its comprehensive advantages on the diversity and
cooperation among investment properties (including hotels) and make efforts to
minimize the impact from upgrading and reconstruction of the existing properties
and depreciation and amortisation of opening expenses of Changsha North Star
InterContinental Hotel, as it actively responds to changes in market conditions and
ensures stability of asset operation. In addition, the Company will take advantage
of the rare opportunity of reception of the upcoming 2014 Asia-Pacific Economic
Cooperation (APEC) Conference to fully demonstrate reception services and
operational escort capabilities of North Star, to build and enhance brand image
and industry influence of North Star with all our strengths, to actively promote
brand expansion and management output of convention and exhibition and hotel
activities, and to strive to explore the model of parallel development of heavy
asset investment service and light asset service.

Commercial Properties

In respect of commercial properties, the Company will increase its efforts in
attracting investments and marketing promotion and in adjusting operation mix of
physical stores and service functions according to the changes in the retail market.
It will also strive to enhance its asset operating efficiency and comprehensive
service capability by implementation of refined management and innovation of
business operation mode.

Financing and Capital Expenditure

The Company will accelerate project development and turnover rate, strengthen
the overall management of capital operation, lower the financing cost and
raise the efficiency of capital use by taking advantage of the mode of “group
financing”. In addition, in response to the changes in the financial market, the
Company will proactively continue to deepen efforts in innovation of financing
channels and financing modes by drawing upon the advanced experience in the
industry. By incorporating the research on new categories of real estate business
for purposes such as elderly care and cultural tourism and the study on low-cost
expansion, the Company aims to further increase its sustainability.



In the second half of 2014, the fixed assets investment of the Company is
estimated to be RMB200 million, which will be settled according to the
construction progress and funded by internal fund.

V. RISKS THAT THE COMPANY MAY FACE

1. Market Risks

Driven by the speed-up of urbanisation and the effect of demographic dividend,
the contradictions arising from changes in the supply and demand in the real
estate market are expected to persist in the long run. Various management
initiatives targeting the real estate industry will persist for a prolonged period in
order to guide and facilitate the sustainable, stable and sound development of the
real estate industry which is integral to the national economy. Therefore, they
will bring certain risks to the overall operation of the real estate projects of the
Company.

To address the above risks, the Company will take an active approach towards
market changes through the research on new categories of real estate operations
for purposes such as elderly care and cultural tourism and the study on low-cost
expansion. It will perfect and optimise product structures, innovate the mode of
sales and marketing, and accelerate the development and turnover of projects
in order to further enhance the core competitiveness and sustainability of the
Company.

2. Risks with Sales

Real estate development is a systematic project with a long cycle involving
many stages and large investment. As the current tightened credit continued, and
the wait-and-see sentiment spread, the purchasing power and wish of potential
customers will be somewhat influenced. In addition, as the operational cycle of real
estate projects is relatively long, if the Company cannot correctly pinpoint the
changes of consumers’ need and make timely responses in areas such as project
positioning, planning and designing, it may affect the sales of the products.

In response to the above risks, the Company will focus on the changes of
market situations. Guided by consumers’ needs, it will enhance the research and
development of the products with rigid demand whilst accelerating the turnover
of projects to avert the sales risks brought about by market changes.



VI. ANALYSIS OF THE COMPANY’S SUSTAINABLE DEVELOPMENT
CAPABILITY

The Company’s business principle of emphasizing “both progress and stability, while
expediting development and controlling risks simultaneously” serves as the rationale
for its sustainable development. An appropriate size of 5,960,000 m? of land reserve
which matches the current development capability of the development properties is
a prerequisite for the Company’s sustainable development. Under the continuous
adjustment of the real estate industry, the stable cash flows generated from the ongoing
operation of properties held of 1,200,000 m? are the strong support for the Company’s
sustainable development. Its integrated operation mode as a composite property
developer, together with the strong risk resistant capability during market fluctuations,
provides a foundation for the Company’s sustainable development. With continuous
improvement in the operation level of the additional assets of the investment properties
(including hotels), sustained hot sales of the Changsha North Star Delta Project, solid
progress for the principal business of the Company and the continuous expansion
of its scale of operation, the Company’s sustainable development capability will be
enhanced continuously as well.

DISCUSSION AND ANALYSIS OF FINANCIAL PERFORMANCE

Financial resources and liquidity

As at 30 June 2014, the capital and reserve attributable to the Company’s equity holders
increased by 1.42% compared to 31 December 2013. The increase was primarily
attributable to additional profit attributable to equity holders of the Company of
RMB420,404,000 during the Period.

The Group’s borrowings as at 30 June 2014 amounted to RMB13,379,456,000, among
which the Group had long-term borrowings of RMB10,679,457,000 secured by certain
investment properties, properties, plants and equipment, properties under development and
completed properties held for sale. As at 30 June 2014, the Group’s balances of the 10-year
corporate bonds as at the end of the Period amounted to RMB1,495,266,000. The gearing
ratio of the Group was 62.12% (calculated by dividing total liabilities by total assets) as at
the end of the reporting period.
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Current assets of the Group, which mainly comprise cash at bank and on hand, trade and
other receivables, completed properties held for sale and properties under development for
sale, amounted to RMB27,991,659,000, whereas the Group’s current liabilities amounted
to RMB12,059,354,000. As at 30 June 2014, the balance of cash at bank and on hand
amounted to RMB4,531,601,000 (excluding restricted bank deposits).

The Group’s operations take place within the territory of mainland China and all
transactions are settled in Renminbi. Accordingly, there is no exposure to the risk of
exchange rate fluctuations.

The Group has arranged bank financing for certain purchasers of property units and
provided guarantees to secure obligations of such purchasers for repayments. The
abovementioned financial guarantees provided in phases will have no material impact
on the financial position of the Group. As at 30 June 2014, the outstanding amount of
financial guarantees provided in phases was RMB2,302,872,000 (31 December 2013:
RMB2,234,703,000).

SHARE CAPITAL AND SHAREHOLDERS

Share Capital

The Company’s registered capital as at 30 June 2014 totalled 3,367,020,000 shares in issue,

comprising:

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



SHAREHOLDINGS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2014, the following person, other than a director, supervisor or chief

executive of the Company, had 5% or more interests or short positions in the shares and

underlying shares of the relevant class of issued share capital of the Company as recorded

in the register of interests in the shares and short positions 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 relevant ~ Percentage
Name of Nature of Class of Number of class of of total
shareholder interest Capacity shares shares held share capital  share capital
Beijing North Star Corporate Beneficial A shares 1,161,000,031 43.647% 34.482%
Industrial Group interest oWner
Limited Liabilities

Company (“BNSIGC”)

Note

Save as disclosed above, based on the register required to be kept under Section 336 of

Part XV of the SFO, the Company had not been notified of any interests or short positions

in the shares and underlying shares of the Company as at 30 June 2014.

Note:

Pursuant to the document titled “Implementation measure for the transfer of part of the state-
owned shares to the National Council for Social Security Fund in domestic securities market” (Cai
Qi [2009] No. 94)(<HE ka6 Z5 T SRR 70 BA I8 B A AL & R Rk B M ) (4
[2009]94%%) ) and announcement No. 63 of 2009 jointly issued by the Ministry of Finance of the
People’s Republic of China, the State-owned Assets Supervision and Administration Commission
of the State Council, the China Securities Regulatory Commission and the National Council for
Social Security Fund, after the reform of shareholder structure, all the limited companies who
conducted the initial public offering in the domestic securities market with its shares (including
state-owned shares) listed shall transfer part of its state-owned shares with reference to 10% of
the actual issued shares during initial public offering to the National Council for Social Security
Fund except those otherwise stipulated by the State Council. For the companies which meet the
conditions for direct transfer of shares but are required to maintain the controlling status of the
nation pursuant to relevant national regulations, the state-owned shareholders are required to
perform their obligation of transfer by way of (including but not limited to) distributing dividend
or turning into internal resources while ensuring the capital being contributed to the national
treasury in full in a timely manner after approval by the asset supervision and management
authority.
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The Company completed the initial public offering and was listed in October 2006 with an issue
size of 1.5 billion shares. Pursuant to No. 94 document and the announcement No. 63 of 2009
jointly issued by the Ministry of Finance of the People’s Republic of China, the State-owned
Assets Supervision and Administration Commission of the State Council, the China Securities
Regulatory Commission and the National Council for Social Security Fund, the 150,000,000
shares held by BNSIGC are frozen at present as BNSIGC was a state-owned shareholder prior to
the listing of the Company.

INTERESTS OF DIRECTORS AND SUPERVISORS OF THE COMPANY

As at 30 June 2014, none of the directors, supervisors, chief executives of the Company
or their associates had any interests or short positions in any 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 as otherwise required to be 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 Issuers as set out in Appendix 10 of the Listing Rules (the “Model Code). None
of the directors, supervisors, chief executives of the Company or their associates had been
granted or had exercised any such rights during the six months ended 30 June 2014.

CORPORATE GOVERNANCE

The Company has strived to maintain and establish a high level of corporate governance
and has fully complied with all code provisions set out in the “Corporate Governance
Code” 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. Having made specific enquiries to all directors
and supervisors of the Company, the Company confirms that its directors and supervisors
have complied with the required standards as set out in the Model Code during the six
months ended 30 June 2014.



AUDIT COMMITTEE

The Audit Committee has been established by the Company to review and supervise the
financial reporting process and internal control measures of the Company. The Group’s
unaudited interim results for the six months ended 30 June 2014 have been reviewed by
the Audit Committee and the Board. The Audit Committee comprises three independent
non-executive directors of the Company, namely Mr. LONG Tao, Mr. GAN Pei-Zhong and
Mr. WONG Yik Chung.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

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

DESIGNATED DEPOSITS AND DUE FIXED DEPOSITS

As at 30 June 2014, 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.

EMPLOYEES

As at 30 June 2014, the Company had 4,747 employees. Adjustments of employees’
remuneration will be made according to the Company’s results and profitability and are
determined by assessing the correlation between the total salary paid to employees and
the economic efficiency of the Company. The policy contributes to the management of the
Company’s remuneration expenses while employees will be motivated to work hard for
good results and development of the Company. Save for the remuneration policies disclosed
above, the Company does not maintain any share option scheme for its employees and the
employees do not enjoy bonus. The Company regularly provides administrative personnel
with 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.

PUBLICATION OF INTERIM REPORT

The Company’s 2014 interim report which sets out all the information required by the
Listing Rules will be published on the designated website of the Stock Exchange at
http://www.hkexnews.hk and on the website of the Company at http://www.beijingns.com.cn

in due course.

DOCUMENT FOR INSPECTION

The original copy of the 2014 interim report, signed by the Chairman, will be available for
inspection at the Secretariat of the Board, of which the address is:

Beijing North Star Company Limited
Room 707, Tower A, Hui Xin Building,
No. 8 Bei Chen Dong Road,

Chao Yang District,

Beijing, the PRC

By order of the Board
Beijing North Star Company Limited
HE Jiang-Chuan

Chairman

Beijing, the PRC
13 August 2014

As at the date of this announcement, the Board comprises 9 directors, of which
Mr. HE Jiang-Chuan, Mr. LI Chang-Li, Ms. ZHAO Hui-Zhi, Mr. HE Wen-Yu,
Mr. LIU Jian-Ping and Mr. ZENG Jin are executive directors and Mr. LONG Tao,
Mr. GAN Pei-Zhong and Mr. WONG Yik Chung are independent non-executive directors.
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