Management Discussion and Analysis
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GENERAL

The Group maintained an energetic growth in its business during the 12
months ended December 31, 2003. Turnover of HK$ 446,802,000 was
recorded during the year, an increase of 7.0% over the turnover of
HK$417,747,000 for the 15 months ended December 31, 2002. More
significant was the increase in the Group’s net profit for these 12 months,
which amounted to HK$17,051,000, an increase of 55.4% over the net
profit of HK$10,970,000 for the 15 months ended December 31, 2002.
Profit per share accordingly increased by 52.9%, from HKO0.34 cents per
share for the 15 months ended December 31, 2002 to HK0.52 cents per
share for the 12 months ended December 31, 2003.

Out of the Group’s turnover during the 12 months under review, HK$429
million, equal to approximately 96.0% of the turnover, was revenue derived
from the sale and distribution of LPG in the People’s Republic of China (the
“PRC”). During the period especially harsh business conditions confronted
the Group in the first quarter and a significant part of the second quarter.
The onset of hostilities in the Middle East at the beginning of this period
caused an upsurge of LPG cost. As a consequence the period saw a sharp
decline in gross profit margins. The outbreak of the Severe Acute Respiratory
Syndrome, which occurred during the same period in the PRC, also severely
affected sales of bottled LPG to the catering commercial customers and
certain industrial customers. Measures for cost cutting in outlying provinces,
coupled with consistent effort to maintain revenue growth in the core
provinces of Guangdong and Guangxi, were put into effect by the Group in
early 2003. Due to the success of these measures and the Group’s efforts,
after business conditions returned to normal in the second half of 2003,
sales and turnover rebounded strongly to result in an overall sales and profit
growth for the whole year.

BOTTLED LPG AND LPG DISTRIBUTION BUSINESS

The provinces of Guangdong and Guangxi have become the core business
area of the Group in view of its proximity to Hong Kong, the comparatively
high LPG consumption per capita due to the general higher living standards
compared with many parts of the PRC, and the higher profit margins for
bottled LPG. The Group’s network of bottled LPG and LPG distribution
businesses in these two provinces has been expanded from the beginning of
the year 2003 to cover the cities/prefectures of Guilin (k) , Wuzhou (15
M), Lipu G i), Cangwu (E#8) and Qingyuan (3 % )
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Bottled LPG business was generally affected by the adverse conditions in the
first two quarters of 2003. To combat the situation, the Group downscaled
operations in markets that provided lower profit margins, or where the rate
of market growth is comparatively lower. In line with this measure, the
Group’s LPG operations in North Eastern China were downsized. The proposal
to set up a domestic bottled LPG business near Lianyungang (Z & #) in
Jiangsu Province was also put in abeyance. Through these measures, the
Group significantly reduced its capital commitment in these regions and

achieved considerable savings in administrative costs.

The effect of downscaling operations in outlying provinces has been more
than compensated by the improvement of its operations in Guangdong and
Guangxi. Completion of the acquisition of Qingxin Baifuyang Petrol Chemical
Company Limited (3 #7 5% 77 & ¥ A1 fL TAH 2 ), now the Company’s
wholly-owned subsidiary in Qingyuan, added 32 retail sales and distribution
points to the Group in January 2003. Preparation for the setting up of a
further bottled LPG business in Huadu District of Guangzhou City (& | 17 f&
# ) was near completion towards the end of 2003, business being expected
to start formally in the first half of 2004. All the above measures will help
on strengthening our foothold in Guangdong and Guangxi for further
expansion, optimizing the deployment of our internal resources and

enhancing our management effectiveness.

ACQUISITION OF ZHUHAI LPG COMPANY

On December 15, 2003 the Company and its wholly owned subsidiary,
NewOcean (Shenzhen) Energy Investment Limited, entered into agreement
for the acquisition of the entire equity interest of Zhuhai LPG Company.

Zhuhai LPG Company is located in Gaolan Island, Zhuhai, a port island
adjacent to Zhuhai City and connected to the mainland by road. A highly
developed network of roads and highway leads from Gaoland Island to all
parts of the Pearl Delta and further to many parts of Guangdong and Guangxi.
Zhuhai LPG Company owns and operates a sea terminal on Gaolan Island
with a maximum berthing capacity of 50,000 metric tonnes of LPG. The
storage depot in the terminal has a storage capacity of 2,100 tonnes and
additional depot space of 50,000 square metres for future development. All
these factors, coupled with the strategic location of the sea terminal adjacent
to the main South China Sea route, make it a suitable logistic centre for
procurement, interim storage and delivery of LPG for use by the Group with
the prospect of easy infrastructural expansion to keep in line with the future

growth.
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Completion of the acquisition of Zhuhai LPG Company took place in March
2004. Prior to the Completion, the Group put into place an upgraded
management and operation structure to cater for the conversion into a fully
integrated import-wholesale-retail business structure. Direct import of LPG
from overseas supplier has already started in December 2003, and a fully
functional wholesale business for LPG in bulk started in March 2004. Since
the completion of the acquisition, the Zhuhai sea terminal becomes the
centre for these operations and a town office was set up in Zhuhai City
centre for sales administration purposes. Through such vertical integration
process, the Group is able to ensure stable source of supply, reduce the
direct cost of LPG purchase, and to mitigate the risk of price fluctuation.

ELECTRONICS BUSINESS

Starting from January 2003, the Group contracted out the manufacture and
sales arm of the electronics business. Income from leasing of property, plant
and equipment was over HK$3.3 million.

BUSINESS OUTLOOK

With the acquisition of Zhuhai LPG Company, the Group established a firm
foothold at the entrance to the Pearl Delta Region, an area with the highest
LPG consumption in China. The strategic location of the Zhuhai sea terminal
and its high handling capacity for LPG allowed the Group to make a strong
entry into the wholesale, distribution and retail LPG markets in the Pearl
Delta. Commencement of full operation of the Zhuhai sea terminal at the
beginning of March 2004 has already triggered a sharp expansion of the
Groups business, particularly in the wholesale sector. As purchasing of LPG
plays a key role in LPG business, the Zhuhai sea terminal will also benefit
the existing operations of the Group as a whole by providing the strong
logistic support.

Preparation for vehicular LPG projects in China, which had been slowed
down in the course of the year 2003 due to the adverse conditions, is
expected to resume in 2004 with certain local city governments issuing
clear policies for the use of LPG as a clean vehicular fuel. The Group is also
paying close attention to new government policies in Guangdong and Guangxi
that would promote the use of LPG as a substitute for heavy fuel oil. When
opportunity arises, the Group will move into the vehicular LPG and industrial
LPG business sector.
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The Directors believe that China’s entry into the WTO, the growing energy
requirements of China, and the increasing concern for environmental
protection will all work to foster a strong growth for imported LPG and other
forms of higher quality fuels. The Group intends to make full use of its
operational capabilities and will strive to capture an important part of the
market.

LIQUIDITY AND FINANCIAL RESOURCES

In preparation for the business expansion of the Group brought about by the
acquisition of the Zhuhai LPG Company, the Company placed 416,280,000
new shares to individual, institutional or other investors in December 2003
pursuant to a Placing and Underwriting Agreement entered into with Kim
Eng Securities (Hong Kong) Limited and VC CEF Brokerage Limited entered
into on November 27, 2003. Net proceeds of approximately HK$48.7 million
were generated by the Placing, which was used as part of the cash
consideration for the acquisition of the Zhuhai LPG Company.

As at December 31, 2003, the net current assets of the Group amounted
approximately to HK$13,256,000 and the Group’s bank balances and cash
was HK$10,410,000. At the balance sheet date, current ratio was 1.3, quick
ratio was 1.2, gearing ratio was 25.2% which was calculated based on total
liabilities of HK$58,569,000 and total assets of HK$232,722,000.

CONTINGENT LIABILITIES

At December 31, 2003, the Company has given a corporate guarantee to the
extent of HK$1,000,000 to a financial institution and two unlimited guarantees
to financial institutions in respect of general facilities granted to the Group.
The facilities utilised by the Group at December 31, 2003 amounted to
HK$1,780,000 (2002: HK$1,983,000). At December 31, 2003, the Company
is a guarantor to an agent for import of liquefied petroleum gas under an
agency agreement entered into between a subsidiary of the Company and
the agent. The Group had no significant contingent liabilities at December
31, 2003 and December 31, 2002.
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PLEDGE OF ASSETS

At December 31, 2003, the Group pledged its bank deposits amounting to
HK$2,607,000 (2002: HK$1,662,000) to secure general banking facilities
granted to the Group. The Group has pledged gas plant and facilities, and
plant and machinery having an aggregate net book value of HK$2,183,000
(2002: HK$2,236,000) and nil (2002: HK$2,932,000) respectively to secure
general banking facilities granted to the Group.

EMPOLYEES AND REMUNERATION POLICIES

As at December 31, 2003, the Group employed approximately 250 full time
employees in Hong Kong and the PRC. The Group remunerated the employees
based on their performance, experience and prevailing market practice.
Employee benefits provided by the Group include a provident fund scheme,
medical insurance scheme and an employee share option scheme.

PURCHASE, SALE AND REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities during the 12 months ended December
31, 2003.

AUDIT COMMITTEE

The audit committee of the Company has reviewed with management the
accounting principles and practices adopted by the Group and discussed
financial reporting matters including the review of the audited financial
statements for the 12 months ended December 31, 2003.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company complied with the Code of
Best Practice as set out in Appendix 14 of the Rules Governing the Listing of
Securities (“Listing Rules”) on The Stock Exchange of Hong Kong Limited
(“Stock Exchange” ) throughout the 12 months ended December 31, 2003

By Order of the Board
Shum Siu Mau

Chairman

Hong Kong, April 23, 2004
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