Directors’ Report

ESEHS

The directors present their annual report and the audited financial statements

of the Group for the year ended December 31, 2003.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company.

During the year ended December 31, 2003, the Group was principally
engaged in the sale and distribution of LPG and leasing of property, plant

and equipment.

RESULTS

The results of the Group for the year ended December 31, 2003 are set out

in the consolidated income statement on page 35.

The directors recommend the payment of a final dividend of HK0.08 cents
per share to the shareholders whose names appear on the register of members
on June 4, 2004 amounting to HK$3,853,000. At April 23, 2004, the number
of shares issued and fully paid is 4,816,766,873.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment of
approximately HK$18 million, through the acquisition of subsidiaries and
the land and buildings with net book value of approximately HK$35 million
were transferred to investment properties. Details of these and other
movements during the year in property, plant and equipment of the Group

are set out in note 15 to the financial statements.

RESERVES

Movements in the reserves of the Group and the Company during the year

are set out in note 29 to the financial statements.

As at December 31, 2003, the reserves of the Company available for
distribution to shareholders were HK$6,018,000 being the contributed surplus
of HK$1,667,000 and the retained profits of HK$4,351,000.
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MAJOR CUSTOMERS AND SUPPLIERS

The largest customer of the Group by itself and taken together with the next
four largest customers accounted for 48% and 90% respectively of the Group’s

total turnover for the year.

The largest supplier of the Group by itself and taken together with the next
four largest suppliers accounted for 77% and 93% respectively of the Group's

total purchases for the year.

At no time during the year did a director, an associate of a director, or a
shareholder of the Company (which to the knowledge of the directors owns
more than 5% of the Company’s issued share capital) have an interest in any

of the Group’s five largest customers and suppliers.

SHARE CAPITAL

During the year, the Company issued 416,280,000 ordinary shares of HK$0.01
each by placement, for consideration of HK$0.12 per share. Details of these
and other movements during the year in the share capital of the Company

are set out in note 27 to the financial statements.

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.
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DIRECTORS

The directors of the Company during the year and up to the date of this

report were:

Executive directors:

Shum Siu Mau, Chairman

Wu Hong Cho,
Managing Director

Chiu Sing Chung, Raymond

Cen Ziniu
Cheng Wai Leung
Shum Siu Hung

Tong Shiu Ming

Non-executive directors:

Cheung Kwan Hung, Anthony

(appointed as executive director and
deputy chairman on March 10, 2003,
appointed as Chairman on June 18, 2003)

(appointed as Managing Director on
March 11, 2003)

(appointed as executive director on

August 29, 2003)

(resigned as Chairman on June 18, 2003,
appointed as Associate Chairman on June
18, 2003)

(resigned as executive director and

Deputy Chairman on March 10, 2003)

Young Wing Chun, Michael Frederick

The term of office for each non-executive director is the period up to his

retirement by rotation in accordance with the Company’s Bye-laws.
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RE-ELECTION OF DIRECTORS AND PROPOSED NEW
DIRECTORS

In accordance with clauses 86 and 87 of the Company’s Bye-laws, Cheng
Wai Leung shall retire by rotation from office and, Chiu Sing Chung,
Raymond, a director appointed by the Board during the year to fill a casual
vacancy, shall retire from office at the forthcoming annual general meeting
of the Company. All the retiring directors, being eligible, offer themselves

for re-election as directors.

The following are the details of directors proposed for re-election required
to be disclosed under Chapter 13 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited. Other than the
interests disclosed in this Report of Directors, non of these directors has any
interest in shares of the Company within the meaning of Part XV of the

Securities and Futures Ordinance :

Cheng Wai Leung, whose biographical details are set out in the paragraph
headed “Directors’ Profile”, is Financial Controller of the Group and is
proposed to be re-appointed director of the Company until retirement by
rotation. Mr Cheng is not related to any directors, senior management or
substantial or controlling shareholders of the Company. Mr Cheng has an
existing employment contract, determinable by the Group within one year
without payment of compensation (other than statutory compensation), under
which his emoluments are calculated on the basis of a monthly salary of

HK$34,000.

Chiu Sing Chung, Raymond, whose biographical details are set out in the
paragraph headed “Directors’ Profile”, is General Manager, China Department
of the Group and is proposed to be re-appointed director of the Company
until retirement by rotation. Mr Chiu is not related to any directors, senior
management or substantial or controlling shareholders of the Company. Mr
Chiu has an existing employment contract, determinable by the Group within
one year without payment of compensation (other than statutory
compensation), under which his emoluments are calculated on the basis of

a monthly salary of HK$34,000.
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RE-ELECTION OF DIRECTORS AND PROPOSED NEW
DIRECTORS (Con't)

The following are the details of new directors proposed for appointment at
the forthcoming Annual General Meeting to be disclosed under Chapter 13
of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited. None of these directors has any interest in shares of the
Company within the meaning of Part XV of the Securities and Futures

Ordinance:

Dr Koo Ming Yan, Charles, aged 54, has more than 25 years’ experience in
corporate finance and communication. Dr Koo graduated from the School of
Communication at Hong Kong Baptist Unversity and obtained a Master of
Science degree from the University of Southern California, USA, a Master of
Arts degree from the University of Wisconsin-Madison, USA and was
accredited Doctor of Philosophy in business administration by Pacific Western
University, Hawaii, USA. Dr Koo is a member of the Institute of Public
Relations and a fellow of the British Institute of Commercial Management
and the Royal Society of the Encouragement of Arts, Commerce and
Manufacture, UK. Dr Koo is active in public affairs, chairing or participating
as member in a number of boards and committees, and was awarded the
Medal of Honour by the Hong Kong SAR Government in 2002 for his service
to the community. Dr Koo had held non-executive directorships in listed
companies in Hong Kong and was non-executive director of China Investment
Fund Company Limited, a company listed on the Hong Kong Stock Exchange,
until 2003.

Dr Koo is proposed to be appointed non-executive director of the Company
until retirement by rotation. He is not related to any directors, senior
management or substantial or controlling shareholders of the Company and

has no service contract with any member of the Group.

Shum Chun, Lawrence, aged 26, is proposed to be appointed executive
director of the Company to be involved in the financial affairs of the Group.
Son of Shum Siu Hung (Associate Chairman and a controlling shareholder of
the Company) Mr Shum graduated from the University of Saskatchewan with
a degree in Bachelor of Arts. Since graduation in 2001 Mr Shum Chun,
Lawrence has pursued a career in finance and accountancy in an international

accounting firm.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES, EENTETHAERRS - HERKRH
UNDERLYING SHARES AND CONVERTIBLE BONDS SEIE: YRR £

At December 31, 2003, the interests of the directors and chief executives M2003F12A318 - EERFETBAENESE
and their associates in the shares, underlying shares and convertible bonds ZHMEARRRRAREAEEE 2 kD - HEAR
of the Company and its associated corporations, as recorded in the register RABKRESS  BERARRAREES RS
maintained by the Company pursuant to Section 352 of the Securities and BIRPIFE352GRELENZZ G AEmFE
Futures Ordinance, or as otherwise notified to the Company and The Stock ZEDMARE  IRBEEBE LT RAIERET
Exchange of Hong Kong Limited pursuant to the Model Code for Securities BAERGZBETRRTE  ANGARAREER

Transactions by Directors of Listed Companies, were as follows: BERFMAERRR CERIMT:
(@) Long positions of ordinary shares of HK$0.01 each of the Company (@ AAREREEIEBELEERYZFE

Percentage of the issued

Number of issued ordinary share capital of the Company
Name of director Capacity shares held iR NN
EEns 514 FEERTEBRREE ERTRABD
Cen Ziniu Other (note) 10,049,162 0.27%
L4 Hity (Bfat)
Wu Hong Cho Other (note) 50,245,810 1.37%
HEE Hity (Bfat)
Cheng Wai Leung Beneficial owner 120,000 —
BER EsEEA
60,414,972 1.64%
Percentage of the issued
Name of Number of issued ordinary share capital of the Company
chief executive Capacity shares held iR NN
ITETHRAR 14 FEERTERREE ERTRABED
Shum Siu Hung Beneficial owner 199,627,790 5.45%
21 H3 A A
Held by corporation (note) 1,004,916,210 27.42%
WA RSB (H4)
1,204,544,000 32.87%
Note: 1,004,916,210 shares of the Company are held by Uniocean BizE: R RZ1,004,916,2108 B (5 B & B 22
Investments Limited (“Uniocean”). Uniocean is owned as to 48.11% RERAR (IBE])FHE - BHAZD
by Shum Siu Hung, 45.89% by Tong Shiu Ming, 5% by Wu Hong BN BEERZFEDANES
Cho and 1% by Cen Ziniu. 48.11% ~ 45.89% * 5% %1% °
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DIRECTORS” AND CHIEF EXECUTIVES’ INTERESTS IN SHARES,
UNDERLYING SHARES AND CONVERTIBLE BONDS (Con't)

(b)  Share options

EERIETHAEBRRSG HEAR®D
RagRESsHzEES ()

by BkE

Name of director Capacity Number of options held Number of underlying shares
EEns a4 BB EHE HE KRG8 A
Cen Ziniu Beneficial owner 60,000,000 60,000,000
274 BRHE A
Wu Hong Cho Beneficial owner 25,000,000 25,000,000
HEE BERBEAA
Cheng Wai Leung Beneficial owner 40,000,000 40,000,000
HER ESHEAA
125,000,000 125,000,000
Name of
chief executive Capacity Number of options held Number of underlying shares
FTETHAR L3 FEBREHE HERHEE
Shum Siu Hung Beneficial owner 65,000,000 65,000,000
=y ESBHEAA
Family (note) 35,000,000 35,000,000
Kk (H1iE)
100,000,000 100,000,000

Note: 35,000,000 options were deemed to be interested by Shum Siu Hung,
spouse of Tong Shiu Ming, as family interests.

Save as disclosed above and other than nominee shares in certain subsidiaries
held by certain directors in trust for the Group, none of the directors, chief
executives nor their respective associates had any interests or short positions
in any shares, underlying shares or debentures of the Company or any of its

associated corporations as at December 31, 2003.
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SHARE OPTIONS

Particulars of the Company’s share option schemes are set out in note 28 to

the financial statements.

The following table discloses movements in the Company’s share options

during the year:

Outstanding at

Lapsed during

ARBZBRESBFBENYBRRME208 -

TREBARFAFABRE2ES

Outstanding at

Option type 1.1.2003 the year 12.31.2003
BRESR R1.1.2003 1% K 1T fE FEREM  R12.31.20031 KT
Category 1: Directors
PTELESE
Shum Siu Hung (note) 2000A 35,000,000 — 35,000,000
1 (K1) 2002A 30,000,000 — 30,000,000
Tong Shiu Ming (note) 2001 35,000,000 — 35,000,000
BN (K aE)
Cen Ziniu 2000A 30,000,000 — 30,000,000
EFH 2002A 30,000,000 — 30,000,000
Wu Hong Cho 2000A 15,000,000 — 15,000,000
HE® 2001 10,000,000 — 10,000,000
Cheng Wai Leung 2001 40,000,000 — 40,000,000
gER
Total Directors 225,000,000 — 225,000,000

E=0H
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SHARE OPTIONS (Con't) B ()
Outstanding at Lapsed during Outstanding at
Option type 1.1.2003 the year 12.31.2003
58 IR R 5 R1.1.2003% K 176 FRKK  M12.31.2003H KT
Category 2: Employees
SE2LET
2000A 550,000 — 550,000
20008 20,000,000 (20,000,000) —
2002A 32,000,000 (26,500,000) 5,500,000
2002B 31,000,000 — 31,000,000
Total employees 83,550,000 (46,500,000) 37,050,000
BTHH
Category 3: Others
SE3HAM
2000C 25,000,000 (25,000,000) —
2003C 150,000,000 — 150,000,000
Total others 175,000,000 (25,000,000) 150,000,000
H fth 48 21
Total all categories 483,550,000 (71,500,000) 412,050,000

e D BRR

Note: Shum Siu Hung and Tong Shiu Ming resigned as directors on June 18, 2003

and March 10, 2003 respectively. After their resignation, Shum Siu Hung and

Tong Shiu Ming became Associate Chairman and employee of the Company

respectively.

During the year, there were no options granted to the directors, employees

and other parties.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES BEROGDIES2ZH

Other than as disclosed above, at no time during the year was the Company B EXFHBBEEN  AARSEEMHEARAR
or any of its subsidiaries, a party to any arrangements to enable the directors FREMMEEDETLEARE  FRARAAE
of the Company or their respective spouses or children under the age of 18 2 BESALEBIISHEA T FrAERER
to acquire benefits by means of the acquisition of shares in, or debentures DA AT AR E At E A B 88 2 AR 17 3 (& 3 i R4S

of, the Company or any other body corporate.
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DIRECTORS’ INTERESTS IN CONTRACTS AND CONNECTED EENEARCHZERRBERS

TRANSACTIONS
During the year, the Group entered into transactions with the parties as ER - AEERATIATETZETERZ SN
follows: D

Amount

M8

Contracting party Nature of transactions HK$'000
HESP XHEHE TET
Hunsworth Industrial Limited (“Hunsworth”) Rental expenses paid to
HEEXRBRRAA ([H%R]) notes (i) & (iii) 1,000

mMESSEESE L (Gi0)E/iii)

Gold Decade Limited (“Gold Decade”) Royalty fee paid to

SRTAERAR ([£471]) notes (i) & (iv) —
MEAXNERIHFEER (F )R (v)

Notes: i

LLORRBRZEE NI EREIALES

(i) Shum Siu Hung is a director of Hunsworth. Both Shum Siu Hung and Tong Shiu (i

Ming have beneficial interests in Hunsworth. MR ERER
(i) Shum Siu Hung is a director of and has a beneficial interest in Gold Decade. iy 2LHERBELTHNEZTTIHRELLTZIERE

2
o
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DIRECTORS’ INTERESTS IN CONTRACTS AND CONNECTED
TRANSACTIONS (Con't)

(iii)

(iv)

On March 1, 2001, Sound Management Services Limited, a wholly-owned
subsidiary of the Company, renewed an office tenancy agreement with
Hunsworth for the use of office premises provided by Hunsworth located on
the 8th Floor, Suite A, Bank of East Asia Harbour View Centre, 56 Gloucester
Road, Wanchai, Hong Kong at HK$100,000 per calendar month for a period of
two years commencing March 1, 2001. On March 1, 2003, both parties entered
into a new tenancy agreement, the agreed rental was HK$80,000 per calendar
month for one year commencing March 1, 2003.

On October 31, 2000, Sound Industrial Limited (“Sound Industrial”), a wholly-
owned subsidiary of the Company entered into an agreement with Gold Decade.
Pursuant to the agreement, Gold Decade has granted to Sound Industrial an
exclusive sub-licence to use the trademarks of “ZEE” and “HUABAQ” (the
“Trademarks”), well-known brand names for electrical appliance in the PRC,
on all the electronic products manufactured and sold by the Group for an
initial term of one year. A royalty fee of 1.5% of the net sale proceeds of the
Group’s products sold under the Trademarks shall be payable as sub-licence
fee subject to a maximum annual payment of HK$8,000,000 and a minimum
annual payment of HK$10,000. On October 30, 2001, the agreement was
renewed for one year to October 30, 2002 at a fixed royalty fee of HK$1. On
October 31, 2002, the agreement was renewed for two years to October 31,
2004 with the same terms.

In the opinion of those directors, not having an interest in the above

transactions, these transactions were carried out in the ordinary course of

business of the Group and on terms which are most beneficial to the

shareholders of the Company.

Other than as disclosed above, no contracts of significance to which the

Company or any of its subsidiaries was a party and in which a director of

the Company had a material interest, whether directly or indirectly, subsisted

at the end of the year or at any time during the year.
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SUBSTANTIAL SHAREHOLDERS

As at December 31, 2003, the register of substantial shareholders maintained
by the Company pursuant to Section 336 of the Securities and Futures
Ordinance shows that other than the interests disclosed above in respect of
certain directors and chief executives, the following shareholders had notified
the Company of relevant interests and short positions in the issued share

capital of the Company.

(@) Long positions of ordinary shares of HK$0.01 each of the Company

FERE

BEXHBEBEBMEERTETHRAB ZERD
AN 22003128318 » BIBADQBIERESRY
EHEPIE336IERIZEEREECMET R T
FIRRMNERRAREERARR D ETRAZEH

BRRAR -

() REAATDEREEIOIBAZTERCHE

Percentage
Number of of the issued
issued ordinary share capital

shares held of the Company

Name of shareholder Capacity RS Y NN iR AR
REZE 514 ERTEAREE CERTRAESH
Shum Siu Hung Beneficial owner 199,627,790 5.45%
N EnBE
Held by corporation (note 1) 1,004,916,210 27.42%
AR =R (Ma1)
Tong Shiu Ming Held by corporation (note 1) 1,004,916,210 27.42%
JE/NER AR =R (Me1)
Family interest (note 2) 199,627,790 5.45%
RikiEm (f:72)
Cheah Cheng Hye Held by corporation (note 3) 342,900,000 9.36%
#EE NRmlE=mE (Fi23)

5B R
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SUBSTANTIAL SHAREHOLDERS (Con't)

(@) Long positions of ordinary shares of HK$0.01 each of the Company
(Con't)

Notes:

1. 1,004,916,210 shares of the Company are held by Uniocean.

2. 199,627,790 shares of the Company were deemed to be interested by
Tong Shiu Ming, spouse of Shum Siu Hung, as family interests.

3. 342,900,000 shares of the Company are held by Value Partners Limited
(“Value Partners”). Cheah Cheng Hye owned 31.82% interest of Value
Partners and was deemed to be the controlling shareholder of Value

FTERRE (8)

(@ RELASREHEIIBIZERZHE
(&)
st

1. ZR2DFZ1,004,916,2108% 8% 17 B /8 B &
ﬁ o

2. ARRQEZ199,627,7908% B 17 Th 448 A& M
2O TEEEAURKESHES -

3. AN 2342,900,000 B EIEE S
EERE([BEDEE -#E8REEE
31.82%Em TAMBERAEE 22K

Partners. B o
(b)  Share options (b) BRE

Number of Number of
Name of shareholder Capacity share options underlying shares
MR E &1 FEEREHE FEEERDHE
Shum Siu Hung Beneficial owner 65,000,000 65,000,000
Ny ERBEAA
Tong Shiu Ming Beneficial owner 35,000,000 35,000,000
JE /R ERBEAA

Other than as disclosed above, the Company has not been notified of any
other relevant interests or short position in the issued share capital of the

Company as at December 31, 2003.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended December 31, 2003
with the Code of Best Practice as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong

Limited.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Bye-
laws, or the laws of Bermuda, which would oblige the Company to offer

new shares on a pro-rata basis to existing shareholders.

POST BALANCE SHEET EVENTS

Details of significant post balance sheet events are set out in note 38 to the

financial statements.

AUDITORS

A resolution will be submitted to the forthcoming annual general meeting to

re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Shum Siu Mau

Chairman

Hong Kong, April 23, 2004
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