Chief Executive’s Report

The year 2004 was one of extraordinary
growth and transformation for Titan.

We expanded our operations to meet
the rapidly rising demand for our oil
services, invested in assets designed
to ensure continued strong growth
and diversification in the future,

and put in place a management
infrastructure to guide us effectively in

the next phase of our development.

As we enter 2005, we are strategically positioned across Asia’s downstream oil services supply
chain and confidently expecting another year of rapid and profitable growth. There could hardly
be a more satisfying way to have begun a term as Chief Executive.

The success of the Group was clearly reflected in our financial performance. Turnover for the
period was HK$3,494 million, a 216% increase as compared with 2003. Net profit attributable
to shareholders increased by 298% to HK$400 million. Return on equity rose to 36.8%.

A dividend of HK1.0 cent per share, representing 12% of our net profit, was recommended —
our first dividend and symbolic of the desire we have to achieve both growth and income for
our shareholders.

Operations

Without doubt, some credit for this remarkable increase in earnings can be attributed to market
conditions, which were very favourable to our businesses in 2004. Titan occupies a unique
position in Asia’s energy markets and benefits strongly from rising demand for imported oil in the
region, especially China. Demand for oil in Asia rose by 5.2% to 23.6 million barrels per day
(bpd) in 2004. The majority of this increase was met from crude oil imports, which in China’s
case rose by 41% over 2003 to 2.3 million bpd. This follows a pattern of increased oil imports,
recently averaging over 26% growth a year, that has been firmly established since the country
became a net importer in 1993 and reflects China’s robust economic growth.
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Titan is well on the way to becoming a major presence in the storage
of oil and chemical products in Asia
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The Group’s revenues currently derive mainly
from the transport of crude oil from the
Middle East into Asia, including China
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| From 2006, growth will be driven by the three
® Fujian large oil storage terminals now under development
in Fujian, the Pearl River Delta and Shanghai

The scale of the FSU operation will soon be eclipsed, however, by the onshore facilities we are
now developing in China, where we will have an early mover advantage in the storage market.
Two projects were signed in December 2003 and March 2004 and began construction during the
year at Meizhou Bay near Quanzhou in Fujian Province and at Nansha near Guangzhou, in
Guangdong Province. Phase 1 of the Nansha project, comprising 370,000 m? of storage, is
expected to be completed and operational in mid-2006. Phase 1 of the Fujian project, comprising
500,000 m? of storage will be completed and operational in the second half of 2006. In March
2005, we entered a third, even more ambitious project, when Titan and joint venture partners
including PetroChina signed a joint venture agreement to construct and operate a storage and
transshipment facility at Yangshan deep water port near Shanghai. Construction will start later
in 2005.
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2004 saw the beginning of an important process to transform Titan
organisationally to manage future growth effectively

Corporate Developments

Capital is the fuel that drives the ship of commerce, and our rapid growth was aided by a
combination of strong cash flows and ready access to both debt and equity financing — a
reflection, | believe, in the confidence of investors in our ability to grow revenues and of lenders
in management’s ability to maintain prudent levels of interest cover and effectively manage risk.
As someone who has been on “three sides” of the financial fence | am keenly aware of

the need to achieve such a balance.

In January, we successfully placed 450 million shares, raising a total of HK$392 million from a
diverse group of institutions. A further 184.6 million shares were issued to controlling shareholder
Great Logistics in consideration of our participation in the Fujian storage development, while 278.1
million shares were also issued in December to Great Logistics in consideration of the purchase of its
supply operations. We also successfully issued a US$400 million 7 year senior guaranteed note in
March 2005, diversifying our funding base, lengthening our debt maturity profile and providing
funds for expansion. Morgan Stanley acted as lead manager and sole bookrunner, and Credit
Suisse First Boston as co-manager, and the issue was five times oversubscribed by international
investors, a sound endorsement of our strategic direction.

As important as capital, some would say, is a company’s brand and management. For a company
to move towards a common goal, that goal needs to be articulated and understood internally
and externally. In May, we changed our name from Titan (Holdings) Limited to Titan
Petrochemicals Group Limited. The change reflects the path of our future growth as we expand
beyond our current focus on crude oil into oil products and move further downstream into
distribution. In connection with this, we also underwent an extensive rebranding exercise to
ensure that the Group’s image better reflects the reality of the international nature of its operations.

The year 2004 also saw the beginning of an important process to transform Titan organisationally
to manage future growth effectively. Investment in people will be as much a feature of our
development as investment in physical assets. During 2004, we recruited a number of very
experienced and talented senior managers — and we will continue to recruit, to ensure we have
the people we need. We also designed, with McKinsey & Company’s help, the organisational
structure, and management systems and processes needed to manage and sustain that growth.

Titan Petrochemicals Group Limited Annual Report 2004 15



Chief Executive’s Report

16 Titan Petrochemicals Group Limited Annual Report 2004




Titan Petrochemicals Group Limited Annual Report 2004 17




| B,

18 Titan Petrochemicals Group Limited Annual Report 2004



IKt‘Iﬁ =

e -
//; if." = ':_. ’

ﬁlts oilfpro@IctE %

.n _‘

?ls’[rlbutl Qrwc&

1

Ti Group |se nd‘tng

[ S

e

[ 2004 | 19






