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Chairman’s Statement
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On behalf of NewOcean Green Energy Holdings Limited (the
“Company”), | am pleased to present the audited financial results of
the Company and its subsidiaries (collectively the “Group”) for the

year ended December 31, 2004.

In year 2004, the volatile movement of international crude oil price
tremendously drove up the cost of operation of liquefied petroleum
gas (“LPG”) business in Southern China. The gross margin of the
Group’s LPG retail business was adversely affected though its sales
volume had recorded a substantial growth. The LPG terminal company
in Zhuhai (now renamed to NewOcean Energy (Zhuhai) Limited)
acquired by the Group in March 2004 did help to mitigate partly the
impact of the market difficulties. It achieved a rapid expansion of the
Group’s LPG wholesale business and successfully placed itself into
the league of the top LPG importers and wholesalers in the Pearl

River Delta area.

The Group achieved a turnover of HK$1,023,782,000 in year 2004, a
growth of 129.1% compared with the turnover of HK$446,802,000 for
the year 2003. Net earning of the Group increased by a very moderate
18.3% from HK$17,051,000 in 2003 to HK$20,178,000 in 2004. The
small increase in net earning was attributable to the substantial rise
of direct cost as well as the need to make write-off and impairment
provisions for certain business. There have been the inevitable the

Group had to pay for better development in the future.

In the year under review, the Group’s LPG turnover was
HK$949,656,000, being 92.8% of the Group’s total turnover. Followed
the acquisition of the terminal company in March 2004, the Group has
become a professional LPG corporation controlling the import-
wholesale-retail business chain in a fully integrated manner. Coupled
with the strategic network established in Guangdong and Guangxi,
the Group now has a solid foundation for its long-term business

development.
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NewOcean Green Energy Holdings Limited

Chairman’s Statement (Con’t)
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The Group is well aware that the current earning capability of the
terminal company is hindered by its limited storage capacity and the
idleness of land. The Group has been actively pursuing the LPG storage
expansion plan, and shall enter into cooperation with an international
oil company to optimize the jetty and land utilization with view to bring
in reasonable profit for the shareholders. Before the completion of
these constructions, the Group will deploy joint-purchase arrangement
with other terminals and lease of barge for sea distribution to make
up the large jetty-small storage deficiency. By these ways, the terminal
company will be able to enjoy the economy of scale of bulk purchase,
reduce its direct cost and improve its gross margin of LPG retail and

wholesale business.

The Group shall declare dividend to our shareholders for 2004 and
shall take it as our commitment to share the Group’s profit with our

shareholders on a continual basis.
| would like to take this opportunity to express my sincere appreciation

to all the Group’s employees for their dedicated work in the past year.

Shum Siu Mau

Chairman

Hong Kong, April 22, 2005
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