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All Things To All Properties

From the first sketches
to the final touches
we do it all...

Our integrated solutions
add value to properties
throughout their lifecycles
and allow you to choose
the components that
serve you best.
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FINANCIAL HIGHLIGHTS

2 BIRRE

2007 2006 Percentage
HK$'million HK$'million change
BEBRT BEAT ERES-i)
Turnover EHE 4,359.3 3,109.9 +40%
Earnings before interest REHFE KRR
and taxation (EBIT) R 116.9 107.6 +9%
Net profit attributable to equity holders R AEG AT 112.6 100.9 +12%
Shares outstanding (million) BT D (BER) 590 582 +1%
Net asset value per share (HK$) BREEFE (BT) 0.75 0.64 +17%
Earnings per share (HK$) BRRAER (BT) 0.193 0.174 +11%
Dividend per share (HK$) HREAE S (BIT) 0.09 0.08 +13%
Total assets REER 2,561.4 1,937.2 +32%
Net current assets mENEEFE 261.6 362.0 -28%
Net cash FIRS 1721 88.5 +94%
Equity attributable to equity holders ESEA AEERER 4421 369.9 +20%
Operating cash flow FRESEF ST 123.7 (71.3) +273%
Net cash flow FRIRE R 29.2 (28.3) +203%
Current ratio mENEL 2 1.13 1.26 -10%
Net cash/equity ratio FIRE AR R 0.39 0.24 +63%
Gearing ratio BEERLE 0.51 0.79 -35%
Long term debt/equity ratio REIEE B E 0.12 0.41 71%
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NET PROFIT ATTRIBUTABLE TO
EQUITY HOLDERS (HK$'MILLION)
RaFE ARGHARN (B8ET)

2006

2005

DIVIDEND PER SHARE (HK$)

BRERE (Bx)
2007
2006 0.09

2005 n

TURNOVER (HK$'MILLION)
EXE (F8ET)

DIVIDEND PAYOUT RATIO
i B B R

2007
7%

EARNINGS PER SHARE (HK cents)
BREF (B4L)

2007
19.3

2006
46%

2005
43%

2006
17.4

2005
18.4
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CHAIRMAN'’S STATEMENT
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Performance is a matter of
planning, people and providence.
All of them are now working in

our favour.
EERB2EAEAFHRE - BEFSAS
- HEHIRE  BEZ=FHEHEEM
BH o
N

Ir James Chiu, OBE, JP
Chairman

mWETIEG OBE - JP
£
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Dear Shareholders,

It is my great pleasure to present the annual report of Paul Y. Engineering Group
Limited (“the Group”) for the year ended 31 March 2007.

By delivering strong performance, the Group achieved a net profit attributable
to equity holders of HK$113 million (2006: HK$101 million) — an increase of
12% compared to the previous year. Return on equity was 25%.

The Board has proposed a final dividend of 5.5 HK cents per share, which, together
with the interim dividend of 3.5 HK cents per share, is a payout ratio of
approximately 47% for this financial year.

In planning for the future, we have created a strategic business model and synergy
within our three specialties — management contracting, project management
and facilities management — that enable us to offer a full spectrum of engineering
services to meet every need of the property sector.
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CHAIRMAN'S STATEMENT
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DIVIDEND
PAYOUT RATIO
REIREE

Our people are simply the best. And providence is working in our favour. Three
geographic areas offer particularly exciting growth opportunities: the Mainland
market, with its surging economy, favourable business environment, and explosive
growth in their property industry. Macau, with its recent construction boom.
And Hong Kong, whose civil and private construction markets continue to
recover well.

We are committed to world-class standards of corporate governance. Our Board
is comprised of two Executive Directors, one Non-Executive Director and three
Independent Non-Executive Directors — ensuring the transparency and
sustainability of the Group as we take our business forward. Just as important,
our Board members are industry leaders, with clearly defined duties and the
experience to carry them out.

Engineers, architects, surveyors, lawyers, accountants — more than 150 of our
1,413 staff are professionals, and many of them are senior professional members
actively involved in professional bodies, such as the Hong Kong Construction
Association, the Hong Kong Institution of Engineers, and the Hong Kong Institute
of Project Management. We are particularly gratified by their loyalty — 243 have
been with us for more than 10 years.

The Mainland, Hong Kong, Macau - they are all our communities because we
are a part of them, helping to build their futures along with our own. Our efforts
to protect mature trees on construction sites, reduce energy and paper
consumption, and maintain good community relations around our construction
sites have earned us a good reputation for the way we approach our work and
the people it affects.

In addition, we fund scholarships in tertiary institutions related to the construction
industry. We donate cash and construction materials to charity organizations,
such as Po Leung Kuk and the HKCA Education Fund. And we sponsor and
participate in professional conferences and events.
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Mainland China, Hong Kong, Macau are all our communities because we are a

part of them, helping to build their futures along with our own.

EABEZHEFERN - B - BF=ZHHEN—2F  BEMOR=Z®RxK BE

RBE-MWZXFARARE— DD -

Our efforts have not gone unnoticed. We have received awards from the
Environment, Transport and Works Bureau, the HKSAR Government, the Housing
Authority, The Chartered Institute of Building (Hong Kong), and many professional
organizations. Most thoughtfully, we have received appreciation letters from
our clients.

I'would like to express my appreciation to my fellow Board members and to our
staff for their loyalty, hard work, and contributions to the Group. And | am indebted
to our clients and business partners for their support of our broad-reaching
strategic vision.

Finally, I want to thank you — our shareholders — for your ongoing support. This
year has been an exciting chapter in the growth of our business, and | speak for
the Board when | say that we look forward to delivering on our commitments to
all of our stakeholders through excellence in management.

James Chiu, OBE, JP
Chairman

Hong Kong, 20 July 2007
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CHIEF EXECUTIVE OFFICER’S REPORT
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We now have a firm foundation
for future growth and are even
better equipped to deliver solid
results to our shareholders.

EMTERBRRRITEREER
WHESHE - BRINUKRRERMER
5] $R o

Mr Mok Yat Fan, Edmond
Executive Director & Chief Executive Officer
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SYNERGY
{75 [5] 3% FE

Closer ties between our management contracting, project management and facilities
management capabilities have created a synergy that directly benefits our customers in
the form of lower costs, improved efficiency and seamless integration between design,
implementation, construction and ongoing management.
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MANAGEMENT
CONTRACTING

Management contracting remains a strong arm of
our business and we remain the industry leader in
Hong Kong. We are growing fast in Macau and
the Mainland markets with our capability to deliver
innovative special buildings, standard-setting
commercial and residential buildings, and our

participation in the Olympic venue.

REZX -BERGFEXANBLME - MAEE
BRRINARY - RAERFIEAM TSR
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1. Our team is poised to deliver the highest quality and continue to enrich our
60 years of track records.

REZEEGCEHEEZE - BEARS - T FREIOEEFELER -

2. Residence Bel-Air sets the standard of luxury living.
BB 53 0 U o

3. The equestrian venue of Olympics 2008 is another contribution of Paul Y. Engineering
to the development of Hong Kong as a world-class city.
TR\ FRESFMLESN  RREREURETEERRARFHENS—
BEL -
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1 2 CHIEF EXECUTIVE OFFICER'S REPORT
THARBEE

PROJECT
MANAGEMENT

Our project management capabilities are developing
fast, backed by the experience of a team that can
deliver total solutions or any component within a
project. We are putting our expertise and high
standard of professionalism to good use in key
building and infrastructure projects in Hong Kong
and the Mainland.

BREERSENEL  REZXNARETERD
HEERAE  BOREEZARSE T RIAB R
ZERRENETE - HfIERETSRNMERE
HEELERERR  ERMEESENERREE
SEE ST

1. We draw on our experience to build the Yangkou Port including the 13-km
Yellow Sea Crossing.
B EHLELHREEFOE  UREPREIBABENEEAE -

2. Our project management services encompass the entire development process,
from concept to completion.
RESBEAETRTER - HMINEE TEEBERERERRBE -

3. The Paul Y. Engineering team working at Crown Macau to deliver our
Design & Build service.
REZE B RRPI 2T S R R T R RTS o

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007

e o 4k
! .l""r L
[ e .r —




13

| 2007 %

REZXEEER AR



14 | CHIEF EXECUTIVE OFFICER’S REPORT
THRAHBREE

PAUL Y. ENGINEERING GROUP LIMITED | ANNUAL REPORT 2007



15

FACILITIES
MANAGEMENT

Our facilities management service enables us to
address the complete life cycle of property. By
developing best-in-class services, we add value to
client assets and returns. And the recurring nature
of this service balances our job portfolio and widens
our base of income.

REZEZSFBERMEERT - BRESTFMEN
REEEAN - HMBEBREFERY  REF
BESDMRIZE - AmER - MESTHMIRES
BHRESTE A BRERSEENKRARIR -

1. Facilities management is a long-term management and we are committed to it.
FIEE - REMHEFPHNREEG -

2. Our team of professionals blends our knowledge of building with ongoing
management.

B EXERBREERNSEEIE -

3. Facilities management is the key to extract the best value of assets throughout its
life cycle.

SYEREERAPPREREELR  [BEEEEE—R -
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1 6 CHIEF EXECUTIVE OFFICER'S REPORT
THARBEE

Dear Shareholders,

| am pleased to present the annual results of the Company and its subsidiaries
("the Group”) for the year ended 31 March 2007, together with the comparative
figures for 2006. On pages 56 to 121 of this report are the consolidated statements
for income, cash flow and changes in equity, as well as the Group’s consolidated
balance sheet, all of which are audited, together with explanatory notes. The
annual results have been reviewed by the Company’s Audit Committee.

One of our most important advances in the past year was enhancing the
interaction among our three business streams — management contracting, project
management and facilities management. Individually the units were strong, but
closer ties have created a synergy that directly benefits our customers in the form
of lower costs, improved efficiency, and seamless integration between design,
implementation, construction and ongoing management.

We now have a firm foundation for future growth and are even better equipped
to deliver solid results to our shareholders.

REVIEW OF FINANCIAL PERFORMANCE AND POSITIONS

For the year ended 31 March 2007, the Group’s consolidated turnover was
approximately HK$4,359 million, a 40% increase from that of the last
corresponding period.

Gross profit of approximately HK$167 million was achieved as compared with a
corresponding gross profit of approximately HK$230 million for last year. Share
of results of associates was approximately HK$74 million which comprised mainly
of the appreciation in the value of the Group’s 25% interest in Paul Y. Centre.
Net profit attributable to equity holders of the Company for the year was
approximately HK$113 million versus approximately HK$101 million of last year.
Basic and diluted earnings per share were 19.3 HK cents.

The share price of the Company has improved from HK$0.91 at last balance
sheet end to HK$1.25 at the end of this financial year, together with the 2006
final dividend of 5.0 HK cents and 2007 interim dividend of 3.5 HK cents paid
during the year, the total return to shareholders is 47%. The share price has
further increased to HK$1.33 as at 20 July 2007, increasing the total shareholders’
return to 55%. This reflects the management’s performance in increasing the
shareholders’ value.

When compared with the Group’s financial position as at last year end, total
assets was at approximately HK$2,561 million compared to approximately
HK$1,937 million at the end of last year. Current assets were at approximately
HK$2,317 million, representing 1.1 times of current liabilities. Net cash was at
approximately HK$172 million and the equity attributable to equity holders of
the Company stood at approximately HK$442 million.

Net cash inflow from operating activities was about HK$124 million, a significant
increase as compared with last year's cash outflow of approximately HK$71 million.
With the net amount of approximately HK$95 million used in respect of investing
and financing activities, this resulted in a net increase in cash of about HK$29
million for the year.

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007
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EQUITY
ATTRIBUTABLE TO
EQUITY HOLDERS
(HKS$’MILLION)
BRSREABGER

(BB#ET)

REVIEW OF OPERATIONS

Comparing our development to construction firms in mature markets, we see
that the Group has fully evolved from a local construction company into a
professional, full-service provider for the property sector. With over 60 years of
experience and top-quality people, Paul Y. Engineering leads the local industry in
terms of professionalism and a thorough understanding of our chosen markets.
By participating to develop cities throughout the Mainland, we are fully equipped
for the provision of property services to investors from inception, implementation
and delivery of property development.

We see renewed vigour in the construction market, fuelled by the return of
investor confidence in Hong Kong and a construction boom in Macau. As a
result, the Group secured new contracts worth over HK$5 billion — and since
1 April 2007, Paul Y. Engineering has secured additional contracts that worth
approximately HK$500 million.

During this fiscal year, our management contracting business continued to be a
strong contributor to the Group, delivering an operating profit of approximately
HK$59 million (2006: HK$120 million). This performance was achieved on a
robust turnover of approximately HK$4,327 million, compared to approximately
HK$3,076 million in 2006 — an increase of 41%. The reduction in the contracting
operation profit was due to provision for a few problematic contracts the damages
are now well contained and not recurrent. Our management contracting business
has been awarded with a number of major projects, in Hong Kong: the 2008
Olympic equestrian venue in Fanling, a residential development project at Sheung
Shing Street in Homantin, and Landmark East, an office development at How
Ming Street in Kwun Tong; in Macau: the Le Royal Arc, residential, hotel and
casino development.
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1 8 CHIEF EXECUTIVE OFFICER'S REPORT
THARBEE

Increasing its participation in the markets of Hong Kong, Macau and the Mainland,
our project management business delivered an operating profit of approximately
HK$3 million (2006: HK$16 million) riding on a turnover of approximately HK$22
million (2006: HK$27 million).

Our facilities management business incurred a net loss of approximately HK$3
million (2006: HK$2 million) which includes an amount of about HK$4 million of
development costs for potential markets on turnover of approximately HK$25
million, an increase of 2.6 times compared to approximately HK$7 million
in 2006.

Our property investment business through an associated company has delivered
an encouraging profit contribution of HK$72 million.

LIQUIDITY AND CAPITAL RESOURCES

The Group adheres to prudent funding and treasury policies in its operations,
maintaining a variety of credit facilities to meet requirements for working capital.
At the end of this fiscal year, the Group had total borrowings of approximately
HK$226 million, approximately HK$174 million of which are repayable within
one year. Cash, bank balances and deposits at year end totalled approximately
HK$398 million.

As at 31 March 2007, all of the Group’s borrowings bear interest at floating rates
and are denominated either in Hong Kong Dollars or Renmenbi. The Group'’s
gearing ratio, based on total borrowings of approximately HK$226 million
and equity attributable to equity holders of around HK$442 million, stands at
about 0.5.

EMPLOYEES

As at 31 March 2007, the Group had 1,413 full-time employees, including the
directors of the Group. Employee remuneration is based on overall market rates
and employee performance, as well as the performance of the Group.
Remuneration packages are comprised of salary, a performance-based bonus,
and other benefits including provident funds and medical coverage. Three share
incentive schemes (namely, share option scheme, share award scheme and share
financing plan) are in place to motivate and reward eligible employees.

PLEDGE OF ASSETS

As at 31 March 2007, the Group pledged bank deposits of approximately HK$43
million, property plant and equipment of approximately HK$10 million, and
charged the Group’s benefits over certain construction contracts to secure the
general banking facilities granted to the Group.

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007
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CONTINGENT LIABILITIES

As at the year end, the Group had contingent liabilities in respect of guarantee
of approximately HK$9 million given to a bank for banking facilities granted to
an associate.

DISPOSAL OF 25% INTEREST IN PAUL Y. CENTRE

In March 2007, an associate of the Group entered into a conditional agreement
regarding the disposal of Paul Y. Centre at a consideration of HK$1,150 million.
The transaction was completed in June 2007.

COMMITMENTS
As at 31 March 2007, the Group had no significant capital commitment.

SECURITIES IN ISSUE

As at year end, there were 589,599,109 shares in issue, and outstanding share
options over a total of 16,600,000 shares with subscription prices of HK$0.70
(for options over 1,500,000 shares), HK$0.85 (for options over 1,500,000 shares),
HK$0.90 (for options over 5,600,000 shares) and HK$1.00 (for options over
8,000,000 shares) per share.

During the year under review, an aggregate of 7,640,330 shares were issued,
which included 6,140,330 shares by way of scrip dividend and 1,500,000 shares
by way of share options exercise. Share options over 8,000,000 shares were
granted, share options over 2,400,000 shares were lapsed and share options
over 1,500,000 shares were exercised during the year.
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. Excellence in details is another key to add
value to properties.
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. Widening of Yuen Long Highway.
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FINAL DIVIDEND

The Board has resolved to recommend the payment of a final dividend of 5.5 HK
cents per share (2006: 5.0 HK cents per share) for the year ended 31 March
2007 to shareholders whose names appear on the register of members of the
Company at the close of business on 19 September 2007. The final dividend is
expected to be paid to shareholders via post on or around 15 October 2007.

The Board has also proposed that the final dividend should be satisfied by way of
a scrip dividend of shares, with an option to elect cash for part or all of such
dividend. The market value of the shares to be issued under the scrip dividend
proposal will be fixed by reference to the average of the closing prices of the
Company’s shares for the three consecutive trading days ending on 19 September
2007, less a discount of 5% of such average price or the par value of shares,
whichever is higher. The proposed scrip dividend is conditional upon The Stock
Exchange of Hong Kong Limited granting listing of, and permission to deal in,
the new shares to be issued and the passing at the forthcoming annual general
meeting of the Company of an ordinary resolution to approve the final dividend.
A circular detailing the scrip dividend proposal and a form of election will be sent
to shareholders.

CLOSE OF REGISTER OF MEMBERS

The register of members of the Company will be closed for the purpose of
determining the entitlements to the proposed final dividend from 17 September
2007 to 19 September 2007, both dates inclusive, during which period no share
transfers shall be effected. In order to qualify for the proposed final dividend, all
transfers of shares accompanied by the relevant share certificates must be lodged
for registration with the Company’s share registrar in Hong Kong, Standard
Registrars Limited (26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai,
Hong Kong) no later than 4:00 p.m. on 14 September 2007.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES
During the year ended 31 March 2007, there were no purchases, sales
or redemptions by the Company, or any of its subsidiaries, of the Company’s
listed securities.

OUTLOOK

The future looks excellent for the Group throughout Asia. We have strong
capabilities that cover the complete property life-cycle, catering to every stage of
the property sector. Backed by a proven track record and riding on the growing
demand for property and property development-related services in Hong Kong,
Macau and the Mainland, we are confident of fortifying our leadership in the
construction sector, and of intensifying our role in property development and
investment in the region for enhancing returns to our shareholders.
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The sharp focus and strong capability we bring to our chosen market have once again

brought us rewards — which we are pleased to share with our shareholders.

FREZXERENDS  YEIREXRBERNRE - XNEERAUBDR  RMALNES

URRDE o

Hong Kong's economic recovery is fuelling growth and we are seeing the return
of construction projects in the public and private sectors. As Hong Kong emerges
from one of the hardest economic decades in its history, the city is enjoying the
benefits of a strong economy and low unemployment — which will continue to
drive the Hong Kong's property services industry.

Macau's economy is experiencing booming growth in its construction and
property-related industries as the city transforms itself into a world-class gaming
centre. And the Mainland remains an attractive market for the Group’s high-end
property-related services in project and facilities management as well as for
property development and related services.

With rising expectations from all sectors, the future of business opportunities in
the Mainland looks very bright, and also very challenging. The Group is dedicated
to meeting and overcoming these challenges with its commitment to the highest
standard of professional services and management excellence.

Mok Yat Fan, Edmond
Executive Director & Chief Executive Officer

Hong Kong, 20 July 2007
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Ir James Chiu

Fich ]

Mr Lau Ko Yuen, Tom

gsREE

James Chiu, OBE, JP aged 68, has been the Chairman (Independent Non-
Executive Director) of the Company since March 2006. He is also the Chairman
of the Audit Committee and Remuneration Committee of the Company. Ir Chiu
has served Hong Kong's construction industry for 43 years. He was the Managing
Director of the General Electric Company of Hong Kong Limited from 1984
to 1998.

He has held a number of important industry roles. He was a President of the
Hong Kong Institution of Engineers and a Chairman of the British Chamber of
Commerce in Hong Kong. Currently, he is the President of the Hong Kong
Federation of Electrical & Mechanical Contractors Limited; the President of Hong
Kong Electrical & Mechanical Contractors’ Association; and a member of
Construction Industry Council.

Ir Chiu is a Fellow of the Institution of Electrical Engineers (UK), the Hong Kong
Institution of Engineers, Institution of Engineers Australia and Hong Kong
Academy of Engineering Sciences.
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Professor Lee Chack Fan

FREHR

Mr Lee Hon Chiu
TEEEE

Lau Ko Yuen, Tom, aged 56, has been the Deputy Chairman (Non-Executive
Director) of the Company since January 2005. He is also a member of the
Nomination Committee and Disclosures Committee of the Company. Mr Lau has
over 34 years' experience in international corporate management as well as merger
and acquisitions. Mr Lau is the Deputy Chairman & Managing Director of PYI
Corporation Limited (“PY1") (0498.HK) and an Independent Non-Executive Director
of China National Building Material Company Limited (3323.HK). He is also a
Director of PYI Treasury Group Limited, Growing Success Limited and Paul Y.
Investments Limited, all of which as well as PYI have interests in the shares and
underlying shares of the Company which fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the Securities and Futures
Ordinance.

Mok Yat Fan, Edmond, aged 57, has been an Executive Director & Chief
Executive Officer of the Company since June 2006. He is responsible for the
overall performance of the Company and its subsidiaries. He is also the Chairman
of the Executive Committee of the Company, a member of the Remuneration
Committee and Finance and Investment Committee of the Company, and a
Director of certain subsidiaries of the Company. Mr Mok has been engaged for
over 31 years in project management, property development and architectural
practice in Hong Kong and Canada. He graduated from The University of Hong
Kong with Bachelor degrees in architectural studies and architecture and is by
training an architect. He is a Fellow of the Hong Kong Institute of Architects, a
Registered Architect and an Authorised Person (Architects List) under the Hong
Kong Buildings Ordinance. He served as Managing Director of Paul Y. Properties
Group from 1997 to 2003.
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Mr lain Ferguson Bruce
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Lee Hon Chiu, aged 45, has been an Executive Director of the Company since
January 2005. He is also a member of the Finance and Investment Committee,
Disclosures Committee and Executive Committee of the Company, the qualified
accountant of the Company, and a Director of certain subsidiaries of the Company.
Mr Lee has over 20 years’ experience in auditing, accounting and financial
management. He holds a Bachelor’s degree in business administration and is a
member of the Hong Kong Institute of Certified Public Accountants, a Fellow of
the Association of Chartered Certified Accountants and also a certified public
accountant in Hong Kong.

Lee Chack Fan, SBS, JP, aged 62, has been an Independent Non-Executive Director
of the Company since January 2005. He is also the Chairman of the Nomination
Committee of the Company, and a member of the Audit Committee and
Remuneration Committee of the Company. Professor Lee is the Chair Professor
of Geotechnical Engineering and Pro-Vice-Chancellor of The University of Hong
Kong. Professor Lee graduated from The University of Hong Kong in 1968 and
subsequently received his Master’s degree from The University of Hong Kong in
1970 and a Ph.D. from the University of Western Ontario, Canada in 1972.
Professor Lee is an internationally renowned expert in geotechnical engineering.
He worked for Ontario Hydro in Canada for some 20 years before he joined his
alma mater in 1994. He has participated in the design of many massive dams
and nuclear power stations. He has served as a specialist consultant or an advisor
to many international bodies such as the United Nations Development Plan, World
Bank, Asian Development Bank, etc. on numerous energy and infrastructure
projects in many parts of the world. Professor Lee’s eminent achievement in civil
engineering has been highly recognized; he was awarded the K'Y Lo Medal in
2000 by the Engineering Institute of Canada and was elected the Academician
of the Chinese Academy of Engineering in 2003 in recognition of his contributions
to the engineering profession. He has been appointed as Justice of the Peace by
the Hong Kong Special Administrative Region Government in July 2003, and he
has been awarded the Silver Bauhinia Star in July 2005.

Professor Lee is currently the Chairman of Harbour-front Enhancement Committee,
the Chairman of Veterinary Surgeons Board, the Chairman of Hong Kong Institute
for Promotion of Chinese Culture, the Chairman, Council of the Lord Wilson
Heritage Trust and the President of the Fu Hui Charity Foundation.
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lain Ferguson Bruce, aged 66, has been an Independent Non-Executive Director
of the Company since January 2005. He is also the Chairman of the Finance
and Investment Committee and Disclosures Committee of the Company, and a
member of the Audit Committee and Nomination Committee of the Company.
Mr Bruce joined KPMG in Hong Kong in 1964 and was elected to its partnership
in 1971. He was the Senior Partner of KPMG from 1991 until his retirement in
1996 and served as Chairman of KPMG Asia Pacific from 1993 to 1997. Since
1964, Mr Bruce has been a member of the Institute of Chartered Accountants
of Scotland, and is a fellow of the Hong Kong Institute of Certified Public
Accountants, with over 42 years’ of international experience in accounting
and consulting. He is also a fellow of The Hong Kong Institute of Directors and
a member of The Hong Kong Securities Institute. Mr Bruce serves as an
Independent Non-Executive Director on the boards of several publicly listed
companies in Hong Kong, Vitasoy International Holdings Ltd. (0345.HK), Wing
On Company International Limited (0289.HK) and Tencent Holdings Limited
(0700.HK). He is also an Independent Non-Executive Director of Noble Group
Limited, a company whose shares are listed on the Singapore Exchange Securities
Trading Limited, China Medical Technologies, Inc., a company whose shares
are traded on Nasdaqg, and Yingli Green Energy Holding Company Limited, a
company whose shares are traded on the New York Stock Exchange.
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CORPORATE GOVERNANCE REPORT
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Paul Y. Engineering Group Limited (the “Company”, together with its subsidiaries,
the “Group”) is committed to maintaining high standards of corporate governance
because we believe that is the best way to increase shareholder value. The
Company places strong emphasis on an effective board (“Board”) of directors
("Directors”) of the Company, segregation of duties with clear accountability,
sound internal control, appropriate risk assessment procedures, and transparency
to all shareholders.

The Company has complied with all code provisions and, where applicable, the
recommended best practices of the Code on Corporate Governance Practices as
set out in Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Hong Kong Stock Exchange”) (“Listing
Rules”) throughout the year ended 31 March 2007.

BOARD OF DIRECTORS

Role

The Board is responsible for overseeing the Company’s strategic direction and
the controls applied to its activities, and ensuring that Management has
appropriate processes for risk assessment, management, and internal control
over the Company’s day-to-day affairs in place.

The Board has in place a list of decisions that are to be retained for the Board
decision. These matters include:

Corporate strategy;

Financial reporting and control;

Major financial arrangement;

Risk management;

Succession planning;

Notifiable transactions under Chapters 14 and 14A of the Listing Rules; and

S A o

7. Recommendations to shareholders regarding appointment of external
auditors, dividend payments, capital reorganization and scheme of
arrangement.

The Board has delegated all day-to-day operations and management of the
Company’s business to Management under the leadership of the Chief Executive
Officer of the Company.
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Composition

The Board has a balanced composition of Executive and Non-Executive Directors
to ensure independent viewpoints in all discussions. The Board currently comprises
six Directors, including three Independent Non-Executive Directors, one Non-
Executive Director, and two Executive Directors. Board members are listed below:
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EERPITEEOFTES ZAARSE - 1§
RETE S AR B - ESRBAUESERK
(BREZMUBFTES - —FITES ML
HITES) - EZRKETIALT

Board of Directors

BHER

Independent Non-Executive Directors Non-Executive Director Executive Directors

BYFHITES FHITES HITES

e James Chiu e Lau Ko Yuen, Tom e Mok Yat Fan, Edmond
(Chairman) (Deputy Chairman) (Chief Executive Officer)
HEES (/) 2R EIELE) R (7TEAEE)

e Lee Chack Fan e Lee Hon Chiu
FIEL FEH

e lain Ferguson Bruce

Biographical information of the Directors is set out on pages 22 to 25 of this
annual report.

Half of the Board is made up of Independent Non-Executive Directors, one of
whom has appropriate professional qualifications, or accounting or related
financial management expertise, as required by the Listing Rules. There is no
relationship (including financial, business, family or other material/relevant
relationship) among members of the Board.

Independence of Independent Non-Executive Directors
Each of the Independent Non-Executive Directors has given an annual confirmation
of independence to the Company pursuant to Rule 3.13 of the Listing Rules. The
Company is of the view that all Independent Non-Executive Directors meet the
independence guidelines set out in Rule 3.13 of the Listing Rules and are
independent in accordance with the terms of the guidelines.

The Nomination Committee of the Company is responsible for assessing the
independence of the Independent Non-Executive Directors.

Chairman and Chief Executive Officer/Managing Director

To ensure a balance of power and authority, the positions of Chairman and Chief
Executive Officer/Managing Director of the Company are held by separate
individuals, with segregated duties. The division of responsibilities between the
Chairman and Chief Executive Officer/Managing Director is clearly established
and set out in writing.

The Chairman of the Company is Ir James Chiu (an Independent Non-Executive
Director and the Chairman of the Audit Committee of the Company). The Chief
Executive Officer is Mr Mok Yat Fan, Edmond (appointed to fill the vacancy caused
by the resignation of the former Managing Director, Ir Wong Wing Hoo, Billy)
with effect from 1 June 2006.

BEREREEMNIINAERE2EEFE25H -

EERTE—FRBIFNTES - MAT (IR
ERRAPRE 2 A BEFEEL S SARRNTBE
BEEK - BERTKEZHLEENTE  BE K
T KL AR I Mz B

BYFHTES 2B IM

BB IEMTEECIRER EHRRIE313KEA AR
BHRFRRE - ARRRREEEIFNTESN
& ETRAIE3 A RAE 2B F 01E5] - BERIEE
SHEREBBELE D

AREREE e B AR FITER 2 HL

ITRETHER EEHELE
EEEITHARE E R R 2 A AT RA LR
£ BRIER - DARERIESD MR 2198 - TEETT
BEEl, R RSB TEW I AT

RRAB 2 EFEABESEE BUIFTEZRAR
AEREREGIE) - THREHEAR—NEL B
ERTETRFNA—HRRARAR TR, -
R E SRR RRE A BHEEL 2 2R -

REFZEEEFRAA 2007



CORPORATE GOVERNANCE REPORT
EERES

28

The role of the Chairman of the Company is to oversee the Company’s strategic
direction and the controls applied to its activities. The Chairman provides leadership
for the Board and ensures that the Company establishes sound corporate
governance practices and procedures. He also encourages all Directors to make
a full and active contribution to the affairs of the Board.

The Chief Executive Officer/Managing Director is responsible for the overall
performance of the Company and plays a leading role in delivering a growth
strategy. He provides leadership for Management, oversees the day-to-day
operations of the Group, and monitors the achievement of Company objectives
set by the Board.

Non-Executive Directors

The Non-Executive Directors were appointed for a term of approximately three
years expiring at the conclusion of the third annual general meeting from the
date of their appointment/re-election, subject to the Company’s Bye-laws.
Pursuant to the Company’s Bye-laws, all Directors are subject to retirement from
office by rotation at least once every three years and are eligible for re-election
by shareholders.
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Meetings

Details of Directors’ attendance at Board meetings and Board committee meetings

are set out in the following table:
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a3
EHESLFESRTRNESRETER 2 ER
FIgAT

Meetings attended/held during the year ended 31 March 2007
BE_ZTtF=A=t+-BLFERNHE BTzEE

Finance and
Audit Remuneration Nomination Investment Disclosures
Board Committee Committee Committee Committee Committee
B R
BER EREEEY FMEEE REZEE REZEE REZES
Number of meetings
held during the year 6 3 2 1 2 2
FRETERZRE
Independent Non-Executive Directors
BYEHTES
James Chiu (Chairman) 5/6 3/3 2/2
IS (F7)
Lee Chack Fan 5/6 3/3 2/2 il
FleZ5
lain Ferguson Bruce 5/6 3/3 1 2/2 2/2
Non-Executive Director
FHITES
Lau Ko Yuen, Tom
(Deputy Chairman) 5/6 171 2/2
ISR
Executive Directors
HITES
Mok Yat Fan, Edmond
(Chief Executive Officer) 6/6 2/2 171
R\ (FTBAEEL)
Lee Hon Chiu 6/6 2/2 2/2
FEH
Kwan Chi Ping, Edgar?
(Chief Operating Officer) 3/4
RR 2 (SEME)
Wong Wing Hoo, Billy3
(former Managing Director) 0/0 0/0 0/0
TR (BT FARACER)
Average attendance rate 87.5% 100% 100% 100% 100% 100%
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Notes:

1. Mr Mok Yat Fan, Edmond was appointed as a Director with effect from 1 June 2006.
He was also appointed as a member of the Remuneration Committee and the Finance
and Investment Committee with effect from 7 July 2006.

2. MrKwan Chi Ping, Edgar was appointed as a Director with effect from 1 June 2006 and
resigned with effect from 6 December 2006.

3. MrWong Wing Hoo, Billy resigned as a Director with effect from 30 April 2006. He also
ceased to be the Chairman of the Finance and Investment Committee, and a member
of the Remuneration Committee with effect from 30 April 2006.

The Board meets regularly and at least four times a year. Regular Board meetings
are usually scheduled at the beginning of the year to give all Directors adequate
time to plan their schedules to attend. Directors receive at least 14 days’ prior
written notice of regular Board meetings and an agenda. The Board papers,
including supporting analyses and relevant background information, are normally
sent to all Directors at least 3 days before the Board meeting. For other Board
meetings, Directors are given as much notice as possible in the circumstances.

In order to have an effective Board, Directors are provided with information on
activities and developments in the Group’s business on a regular and timely basis
to keep them apprised of the latest developments of the Group. In addition, the
Directors have full access to information on the Group and are able to seek
independent professional advice whenever they deem it necessary.

To avoid conflicts of interest, Directors who have declared their material interests
in the proposed transactions or issues to be discussed are not counted in the
quorum of meetings and abstain from voting on the relevant resolutions.

Minutes of Board meetings and Board committee meetings with sufficient details
of matters discussed are kept in safe custody by the Company Secretary, and are
open for inspection by Directors.
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BOARD COMMITTEES

To facilitate the work of the Board, Board committees have been set up with
written terms of reference which clearly define the role, authority, and functions
of each committee. Each Board committee is required to report their decisions or
recommendations to the Board. Details of Directors’ attendance at the Board
committee meetings are shown on page 29 of this annual report.

The role and function of, and a summary of work done by, each Board committee
during the year ended 31 March 2007 are set out below:

Audit Committee

Composition

This Committee currently comprises Ir James Chiu (Chairman of this Committee),
Professor Lee Chack Fan and Mr lain Ferguson Bruce. All the members of this
Committee are Independent Non-Executive Directors.

Role and Function

The principal duties of this Committee include oversight of the Group’s financial
reporting system and internal control procedures, review of the Group’s financial
information, and review of the relationship with the external auditors of the
Company. This Committee also meets regularly with the Company’s external
auditors to discuss the audit process and accounting issues.

Summary of Work Done
The following is a summary of the work performed by this Committee during the
year ended 31 March 2007:

1. Review of the annual results of the Group for the year ended 31 March
2006;

2. Review of the interim results of the Group for the six months ended 30
September 2006;

3. Review of the Group’s financial information, financial reporting system,
internal control procedures, and financial and accounting policies and
practices;

Approval of remuneration and terms of engagement of the external auditors;

5. Recommendation to the Board to re-appoint the external auditors at the
2006 annual general meeting;

6. Review of the external auditors’ independence and objectivity and the
effectiveness of the audit process, and review of policy on engaging the
external auditors to supply non-audit services;

7. Review of the systems of financial controls, internal control and risk
management, and consideration of the findings of any major investigations
of internal control matters;

8. Review of the effectiveness of the internal audit function;

9. Review of the continuing connected transactions as set out on pages 49 and
50 of this annual report;

10. Review of the audit plan for the year ended 31 March 2007;

11. Review of the internal control progress report;
12. Recommendation to the Board on the internal corporate audit charter; and
13. Met with the external auditors, in the absence of Management.
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Remuneration Committee

Composition

This Committee currently comprises Ir James Chiu (Chairman of this Committee),
Mr Mok Yat Fan, Edmond, and Professor Lee Chack Fan. The majority of the
members of this Committee are Independent Non-Executive Directors.

Role and Function

This Committee has been established to ensure there is a formal and transparent
procedure for setting policy on the remuneration of Executive Directors and for
fixing the remuneration packages for all Directors. This Committee is mainly
responsible for making recommendations to the Board on the Company’s policy
and structure for remuneration of Directors and Management, and making
recommendations on the manpower deployment plan.

Summary of Work Done
The following is a summary of the work performed by this Committee during the
year ended 31 March 2007:

1. Review and approval of performance-based remuneration for employees of
the Group for the year ended 31 March 2007;

2. Consideration and determination of year-end bonus for the Executive
Directors;

3. Review of the Company’s remuneration policy;
Review of trends in compensation and benefits programmes; and

5. Approval in granting share options and share awards.

Remuneration Policy

The Company ensures that the remuneration offered is appropriate for the duties,
in line with market practice and pay levels, and effective in attracting, retaining
and motivating employees (including Executive Directors). For Non-Executive
Directors, the Company ensures that they are sufficiently but not excessively
compensated for their efforts and time dedicated to the Company. No individual
determines his or her own remuneration.

The remuneration of Directors is determined with reference to market
competitiveness, job responsibilities, and performance of the Company and
the individual. Details of the emoluments of Directors are set out on page 83
of this annual report.
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Nomination Committee

Composition

This Committee currently comprises Professor Lee Chack Fan (Chairman of this
Committee), Mr Lau Ko Yuen, Tom, and Mr lain Ferguson Bruce. The majority
of the members of this Committee are Independent Non-Executive Directors.

Role and Function

This Committee was established to ensure there is a formal, considered and
transparent procedure for the appointment of new Directors to the Board. The
duties of this Committee include reviewing the structure, size and composition
of the Board and, if necessary, recommending changes. It is also responsible for
identifying individuals suitably qualified to become members of the Board and
selecting, or making recommendations to the Board on the selection of, individuals
to be nominated for directorships.

Summary of Work Done
The following is a summary of the work performed by this Committee during the
year ended 31 March 2007:

Review of the structure, size and composition of the Board;
Assessment of the independence of the Independent Non-Executive Directors;
Formulation of a policy on nomination of Directors; and.

A wnN =

Nomination of candidates to be Directors.

Nomination Procedure

This Committee reviews the structure, size and composition (including skills,
knowledge and experience) of the Board on a regular basis and makes
recommendations to the Board regarding any proposed changes.

Appointments of new Directors are first considered by this Committee. In
considering the appointment of a Director, this Committee applies criteria such
as professional and educational background, relevant experience, and
qualifications. The recommendations of this Committee are then put to the
Board for consideration and approval. Thereafter, all new Directors are subject
to election by shareholders at the first general meeting after their appointment.

Management and the Company Secretary liaise with the newly appointed Directors
to acquaint them with their duties and responsibilities as Directors and the business
operations of the Company. A package of orientation materials setting out their
duties and responsibilities under the Listing Rules, Companies Ordinance, and
other relevant regulatory requirements of Hong Kong is also provided to each
newly appointed Director.

Details on legal and regulatory changes are also provided to all Directors in the
discharge of their duties.
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Finance and Investment Committee

Composition

This Committee currently comprises Mr lain Ferguson Bruce (Chairman of this
Committee), Mr Mok Yat Fan, Edmond, and Mr Lee Hon Chiu.

Role and Function

This Committee is mainly responsible for making recommendations to the Board
on matters relating to investing in assets, evaluating the budgets of all key
expenditures, reviewing financial performance against forecast, and considering
dividend payout.

Summary of Work Done
The following is a summary of the work performed by this Committee during the
year ended 31 March 2007:

1. Review and evaluation of actual-to-budget results (including budget of all
key expenditures);

2. Discussion on changes in accounting policies; and
Consideration of the payment of the 2006 final dividend and 2007 interim
dividend.

Disclosures Committee

Composition

This Committee currently comprises Mr lain Ferguson Bruce (Chairman of this
Committee), Mr Lau Ko Yuen, Tom, and Mr Lee Hon Chiu.

Role and Function

This Committee is mainly responsible for overseeing disclosures to shareholders,
the public, and relevant statutory authorities, and for overseeing compliance
with any applicable legal requirements for disclosure.

Summary of Work Done

The work done by this Committee during the year ended 31 March 2007 includes
the review of the content of announcements relating to the annual results of the
Group for the year ended 31 March 2006, and the interim results of the Group
for the six months ended 30 September 2006.

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007

HERBREZES

AR

Zl»‘§ g8 EEHTEEHEIIH Ferguson BruceZt & (RZE&+
) - B—NERERIEFREMER o

At RERE
ALEETRAERAHEEREAANEZRIELE
& AHE I EFANIEE - EHMEERIRRE S
TTLEE - AR E BRI S, ©

TERHE
AEEENEE_TTLHF=A=+—HIFE2T
EREZET -

1. BERFHABERRARBEER
I%ﬁﬁZﬁ 1)

BN (BIERE

2. FIWEABERZES &

3. %ﬁ_ggﬂiiﬂﬁ%& TELFHHRE
ZIRfNEE -

KEZEES

A

"% 8 €15 flain Ferguson Brucest 4 (AEE &
E) - BISRAELERIEBREMERK -

AR

AZBEIRABRRERARR - ARLAREERE
TR Z R - MEEHRETEAARRE 2 ERE
DIRTE °

THEHE
AEESNBE-_TTLF-A=-+—HILFEZT
EBREEMNRAEENEE ST \F=A=1+—H
W FEZ2FEERAEERE_STFNA=T
BIEAEARA 2P EEERMEEH 2 AHAR



Executive Committee

Composition

The current members of this Committee are Mr Mok Yat Fan, Edmond (Chairman
of this Committee) and Mr Lee Hon Chiu.

Role and Function
This Committee is mainly responsible for handling the management and
operations of the day-to-day business of the Group.

Management Functions

The division of responsibilities between the Board and Management are clearly
set out in writing to ensure that there is a segregation of duties with clear
accountability.

The Board, under the leadership of the Chairman of the Company, has delegated
all the day-to-day operations and management of the Company’s business to
Management, who is under the leadership of the Chief Executive Officer of the
Company. Management is required to report to the Board on their decisions or
recommendations.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”) set out in Appendix 10 of the Listing Rules as its
own code of conduct regarding securities transactions by the Directors.

All directors have confirmed, following specific enquiry by the Company, that
they complied with the required standard set out in the Model Code during the
year ended 31 March 2007.

The Company has also adopted a code of conduct governing securities
transactions by employees who are likely to be in possession of unpublished
price-sensitive information in relation to the Group.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
The Directors acknowledge their responsibility for preparing the financial
statements of the Group. With the assistance of the Accounts Department, which
is under the supervision of the Qualified Accountant of the Company, the Directors
ensure that the financial statements of the Group are prepared on a going concern
basis and in accordance with statutory requirements and applicable financial
reporting standards. The Directors also ensure that the financial statements of
the Group are published in a timely manner.

The statement by the external auditors of the Company regarding their reporting
responsibilities of the financial statements of the Group is set out in the
Independent Auditor’s Report on pages 54 and 55 of this annual report.
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EXTERNAL AUDITORS

The Company engages Deloitte Touche Tohmatsu as its external auditors. The
Audit Committee of the Company is responsible for approving the remuneration
and terms of engagement of the external auditors and ensuring the continuing
objectivity and independence of the external auditors.

The fees paid to the external auditors for audit and non-audit services for the
year ended 31 March 2007 (and the comparative figures for the year ended 31
March 2006) are as follows:

SRR BED

RARHERIER « BIEMRD &FTETT R EINSZE
fb - RAFEZE B 2B BRI MINERER 25
B Bttt - SR ESMNB R BN SRR B KB
T o

BE_TTHF-A=+—-RALFE(REBE_F
ERFZA=+-RLEFEZHFTHR) - BNAR
AISMNEZBE 2 R B ESFRBRE 2 BRMT

2007 2006

—EELF ZETRF

HK$'000 HK$'000

FERT FABT

Audit fee BHER 3,527 2,732
Non-audit services fees R REER

Tax services B R 167 251

MPF audit RIE SRR 21 17

Agreed upon procedures A BE R AR 7 32

195 300

The Audit Committee of the Company has resolved to recommend the re-
appointment of Deloitte Touche Tohmatsu as external auditors of the Company.
This resolution has been endorsed by the Board and is subject to final approval
and authorization by the shareholders at the 2007 Annual General Meeting.

INTERNAL CONTROL AND RISK MANAGEMENT

Introduction

The Board acknowledges its responsibility for the Company’s system of internal
control and for reviewing its effectiveness. In meeting its responsibility, the Board
seeks to increase risk awareness across the Company’s business operations and
has put in place policies and procedures, including parameters of delegation
to the Board, which provide a framework for identification and management
of risks.

The Board is also committed to managing risks and monitoring its business and
financial activities in @ manner which enables it to maximize profitable business
opportunities, avoid or reduce risks which can cause loss or reputational damage,
ensure compliance with applicable laws and regulations, and enhance resilience
to external events.
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Internal Control

The Company has adopted the definition of internal control and conceptual
framework outlined in the COSO (the Committee of Sponsoring Organizations
of the Treadway Commission) to assist in complying with Code Provisions. COSO
defines internal control as a process designed to provide reasonable assurance
regarding the achievement of objectives in relation to the following:

e Effectiveness and efficiency of operations;
e Reliability of financial reporting; and
e Compliance with applicable laws and regulations.

The Board has overall responsibility for the Company’s system of internal control
and assessment of risks. The responsibility of day-to-day management of
operational risks and the implementation of mitigation measures lies with
Management.

Management recognizes that enhancement of our internal control system is
necessary to support the continued growth of the Company. In terms of
management style, we also aim to move towards a culture based on systematic
and structured control principles. In this light, Management has undertaken
relevant control procedures to maintain an effective internal control system as
follows:

e A clear functional organizational structure is set up with well-defined lines
of authority, accountability and responsibilities. In carrying out key functions,
management staff are assigned levels of authority and accountability
commensurate with their positions and duties.

e The Company is aware of controlling price-sensitive information and its
obligations under the Listing Rules.

e Regular reporting to Management and Executive Committee on the
performance of works contracts, and close monitoring of actual financial
performance results against budgets. The Board reviews the Company's
operation and financial performance on a quarterly basis.

e Management reviews with commercial team on monthly basis to ensure
that progress and final payments shall be received within a reasonable time.
In parallel, Accounts Department also issues a summary of overdue trade
receivable to each department regularly as a tool to assist the department
heads to chase all outstanding payments and consequently to improve the
Company cashflow position.

e The independent internal audit function monitors compliance with
management policies and procedures and with regulatory requirements, and
conducts reviews on the effectiveness of internal control measures. The head
of the internal corporate audit department reports directly to the Audit
Committee of the Company on audit and internal control matters.

Whilst the procedures are designed to identify and manage risks that could
adversely impact the achievement of the Company’s business objectives, they do
not provide absolute assurance against misstatement, errors, losses or fraud.
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The Board has conducted a review of the effectiveness of the Company’s internal
control systems during the year ended 31 March 2007, covering all material
controls, including financial, operational and compliance controls, and risk
management functions, and considers them adequate and effective.

Risk Management

The Company has established a risk management framework to identify potential
events that may affect the Company and manage risk to be within its risk appetite,
to provide reasonable assurance regarding the achievement of the Company’s
objectives. It comprises of three lines of defence to provide Management, Audit
Committee of the Company and the Board with the confidence that the Company
is managing its risks and they are:

i%%ﬁ?f%i_w TEFZA=+—RLFEAR
NAINBPEER G B ETTIR - SRR —

PEREEEN - BIEMSEE B “&/\%@ﬁ*

7 URERERRLE  YRASHHDEE

B

EREE

ARRDETEREEER - UHRAETZEAAT
ZBEEN - PTHERNAL  RERALRBRE
HARE - WWIERB=BHRAEK  BHTERE -
AARERZEGNEZREAAFREZRARNE
o BRI

Risk
[\
BUSINESS OPERATIONS Operational processes, project risk and Operational
e s control activity business level monitoring Management
First line /}Ih*i I8 H [ H'ZA&* %'J/E?ﬂ%ﬁ%}ﬁu\ @ b2
of defence
— BRI
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of defence
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This risk management approach will enable the Company to have the following
potential benefits:

e Greater likelihood of achieving business objectives

e Higher share prices over the longer term

e Reduction in management time spent “fire fighting”

e Increased likelihood of change initiatives being achieved
e More focus internally on doing the right things properly
e Better basis for strategy setting

e Achievement of competitive advantage

e Fewer sudden shocks and unwelcome surprises

e Early mover into new business areas

Furthermore, the Company enhanced the tender estimating procedures to identify,
control and report on major tendering and estimating risks including unfamiliarised
countries, nature of works, buildabilities and technical feasibilities, changes in
tender requirements, unreasonable basis of costs analysis and insufficient
information for Management to determine final tender sum.

Management organised a tailored governance structure with defined lines of
responsibility and function to cope with the Company growth strategy. With this
right organisational structure, we aim to put right people on the right job to
enhance the Company’s efficiency and productivity.

Risk Assessment

During the year ended 31 March 2007, Management and internal corporate
audit department, with the assistance of an external consultant with particular
experience in risk advisory services, carried out the following risk assessment
exercises of the Company'’s existing operations and their progress and findings
are reported to the Audit Committee of the Company regularly:

e Setting the context of Company goals and objectives (financial as well as
non-financial) for our risk assessment process;

e Reviewing the Company’s key documentation policies and procedures on
strategic-management, core-business, and resource-management processes;

e |dentifying, documenting and assessing the Company’s high-level risks and
controls, including financial, operational and compliance aspects;

e Performing a walkthrough check of the high-level controls documented in
the risk registers to ascertain whether the control design was effective in
addressing the respective risk;

e Carrying out a COSO Analysis to ascertain if the Company has established
entity-level controls that are consistent with the internal control framework
recommended in the COSO Internal Control — Integrated Framework;

e |dentifying and documenting any deviations from the framework and
providing potential improvement opportunities for any inconsistencies or gaps;
and

e Preparing a preliminary three-year, risk-based Internal Audit plan which details
the internal auditing works for the next three years.
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Internal Audit

The majority of key operational controls have been tested for their effectiveness
by the internal corporate audit department and a review of the internal control
system will be performed at least annually. The testing determines the extent to
which operational procedures and controls are being properly followed and
implemented in the Company. Based on the results of the tests, control process
owners are able to certify for Management that internal controls are working as
intended or that necessary corrections have been made where control weaknesses
were found. Management has adopted all the recommendations and established
clear timelines for implementation. Progress will be reported to the Audit
Committee and the Board.

Using risk assessment methodology and taking into account the dynamics of
the Company’s activities, the internal corporate audit department delivers its
annual audit plan for next fiscal year which is endorsed by the Audit Committee
and the Board respectively. Under the Internal Corporate Audit Charter approved
by the Board during the year, the internal corporate department has unrestricted
access to information and complete freedom to draw independent conclusions
in their audit.

INVESTOR RELATIONS AND SHAREHOLDER RIGHTS

In order to enhance shareholder and investor understanding of the Group’s
business, the Company has established several communication channels with
shareholders and investors, including (i) printed copies of corporate documents
(including but not limited to annual reports, interim reports, circulars,
announcements, media releases, and notices of shareholder meetings); (i) general
meetings where shareholders can offer comments and exchange views with the
Board; (iii) the Company’s website: www.pyengineering.com; and (iv) the
Company’s share registrar with whom shareholders register their shares.

Shareholders are encouraged to attend all general meetings of the Company,
where the Chairman of the Company, Directors, and the external auditors are
available to answer questions on the Group’s businesses. In order to conduct the
general meetings in a transparent manner, it has been the Company’s practice
since 2005 to conduct poll voting at general meetings with each share entitled
to one vote. Separate resolutions are proposed for each substantive issue, including
the election of individual Directors.

The last shareholders’ meeting of the Company was the special general meeting
held on 30 March 2007. The major item discussed was approval of continuing
connected transaction with PYI Corporation Limited and 100% of the votes cast
were in favour of this resolution. The results of the voting by poll have been
published on the websites of the Company and the Hong Kong Stock Exchange,
and in newspapers.

Details of the interests of Directors and shareholders in the shares of the Company
are shown on pages 44, 51 and 52 of this annual report.
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OTHER CORPORATE INFORMATION
Memorandum and Articles of Association
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Htt A RER
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There were no changes to the Company’s memorandum and articles of association HE_TTLF=A=+—HIEFER - XATHEE

during the year ended 31 March 2007.

Key Corporate Dates

BRAMLARG RS -

AREEHH

Events

=15

Dates

=R

Announcement of 2007 interim results
DT FREAREE

Closure of register of members
BEHBRERELTE

Payment of 2007 interim dividend
KN ZET L FRERE
Announcement of 2007 annual results
NE_TTLFERFREE

2007 annual general meeting
ZETEFRIBAFAE

Closure of register of members
BEHBRERELTE

Payment of 2007 final dividend

14 December 2006
ZETRFHATIA

8 January 2007 to 10 January 2007
—ETHF-ANBEZZEZEF—ATH
6 February 2007

ZETHFZARH

20 July 2007

—ETHFEAZTH

4 September 2007

ZETHFNAMNA

17 September 2007 to 19 September 2007
—EELFNATHEEEZZZEF AR TR
15 October 2007

KN ZEEFERARE —ZTZE+F+A+HA
Public Float Capitalisation NRERTE
The public float capitalisation of the Company was approximately HK$267 million PN 75’\\\22 SHF= A=+ —HRAFEEHHZ
on 31 March 2007, and approximately HK$338 million on the date of this report. NEFHBEIEDBIL A2.67EB T N3.38EE T -
By order of the Board AEE B

Mui Ching Hung, Joanna
Company Secretary

Hong Kong, 20 July 2007
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The directors present their annual report and the audited consolidated financial
statements of Paul Y. Engineering Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) for the year ended 31 March
2007.

PRINCIPAL ACTIVITIES
The Company is an investment holding company.

The activities of its principal subsidiaries, associates and jointly controlled entity
at 31 March 2007 are set out in note 44 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company for the year ended
31 March 2007 are set out in the consolidated income statement on page 56 of
the annual report and in the accompanying notes to the consolidated financial
statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2007, the five largest customers and the single
largest customer of the Group accounted for approximately 75% and 33% of
the turnover of the Group, respectively. The aggregate purchases attributable to
the five largest suppliers of the Group during the year were less than 30% of the
purchases of the Group.

As far as the directors are aware, a director and/or his associates, within the
meaning of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Hong Kong Stock Exchange”) (the “Listing Rules”),
have an interest of less than 0.001% in shares of one of the five largest customers
of the Group for the year ended 31 March 2007.

LIQUIDITY AND CAPITAL RESOURCES

The Group currently maintains a variety of credit facilities to meet its working
capital requirements. At 31 March 2007, the Group's total borrowings amounted
to approximately HK$225,905,000 with approximately HK$174,407,000
repayable within one year, approximately HK$45,551,000 repayable between
one to two years, approximately HK$4,654,000 repayable between two to five
years and approximately HK$1,293,000 repayable over five years. Cash, bank
balances and deposits at 31 March 2007 amounted to approximately
HK$397,977,000. The Group’s current ratio was 1.1 and the Group’s total
borrowings to equity ratio was 0.5 at 31 March 2007.

PROPERTY, PLANT AND EQUIPMENT
During the year, the Group spent approximately HK$22,893,000 on property,
plant and equipment to expand and upgrade its operating capacity.

Details of these and other movements in the property, plant and equipment of
the Group during the year are set out in note 15 to the consolidated financial
statements.
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SHARE CAPITAL
Details of movements in the issued share capital of the Company during the year
are set out in note 33 to the consolidated financial statements.

SHARE OPTIONS

Particulars of the share option schemes and details of movements in the share
options of the Company and its holding company during the year are set out in
note 34 to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY
The Company’s reserves available for distribution to shareholders as at 31 March
2007 comprised the retained profits of HK$48,176,000 (2006: HK$41,330,000).

DIRECTORS
The directors of the Company during the year and up to the date of this
report were:

Independent Non-Executive Directors
James Chiu, OBE, JP (Chairman)

Lee Chack Fan, SBS, JP

lain Ferguson Bruce

Non-Executive Director
Lau Ko Yuen, Tom (Deputy Chairman)

Executive Directors
Mok Yat Fan, Edmond
(Chief Executive Officer)
Lee Hon Chiu
Kwan Chi Ping, Edgar
(Chief Operating Officer)
Wong Wing Hoo, Billy, JP
(former Managing Director)

(appointed on 1 June 2006)

(appointed on 1 June 2006 and
resigned on 6 December 2006)
(resigned on 30 April 2006)

In accordance with Bye-laws 87(1) and 87(2) of the Company’s Bye-laws, Mr Lee
Hon Chiu and Professor Lee Chack Fan retire by rotation at the forthcoming
annual general meeting. All retiring directors, being eligible, offer themselves for
re-election at the forthcoming annual general meeting.

Non-executive directors are appointed for a specific term of approximately three
years, and they are subject to retirement by rotation under the Company’s Bye-
laws.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the forthcoming annual general
meeting has a service contract with the Group which is not determinable by the
Group within one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

At 31 March 2007, the interests and short positions of the directors and chief
executives of the Company in the shares, underlying shares and debentures of
the Company or any associated corporation (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFO")), as recorded in the register of
the Company required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Hong Kong Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) in the Listing Rules were as follows:

(a) Interests in shares and underlying shares of the Company

EERKRMD - HEAROREZ 2EZRAR

—ETHFEZA4+ B ARREEREETR
E‘:ZJS AISEAARE B (E& REHFRAEK
bl ([ RS I&GI]) E+RE) 2 kH - ARG
REFFRHEREE %&Hﬂa 1&PDIE352{5BIFER
AAREGLMAZ R AR - SRR ETRALZ £
MARESETE %X%Zﬁ <PRI (FR4E=FRI) i
HMEARAREBY TR ABINT -

w

>/°5

=

(a) MADARGRABERG 2 ExE

Number of underlying

shares (in respect of the Approximate

Number of share options (unlisted percentage of

Long shares of the equity derivatives)) shareholding of

Name of director Capacity position Company held of the Company held the Company
PR RAERR G

(FRERE (RS

PN g (FEEmRAE R B

B 5% ) RIDEE fT£TH)) ¥A BaL

Mok Yat Fan, Edmond  Beneficial owner Long position 5,000,000 (note i) 0.85%
B ERERA A (Hfati)

Lee Hon Chiu Beneficial owner Long position 1,500,000 (note i) 0.25%
FEH EREAA 1A (i)

lain Ferguson Bruce Beneficial owner Long position 660,130 0.11%

EREAA 1A

Notes:

(ii)

PAUL Y. ENGINEERING GROUP LIMITED

The share options were granted to Mr Mok Yat Fan, Edmond on 13 July 2006
under the share option scheme of the Company adopted on 7 September
2005 (“Share Option Scheme”) and entitle him to subscribe for a total of
5,000,000 shares upon exercise at an exercise price of HK$1.00 per share (as
to 1,500,000 options exercisable during the period from 13 July 2006 to 12
July 2008, as to 1,500,000 options exercisable during the period from 13 July
2007 to 12 July 2009 and as to 2,000,000 options exercisable during the period
from 13 July 2008 to 12 July 2009).

The share options were granted to Mr Lee Hon Chiu on 3 February 2006 under
the Share Option Scheme and entitle him to subscribe for a total of 1,500,000
shares upon exercise at the exercise prices of HK$0.70 (as to 500,000 options
exercisable during the period from 3 February 2006 to 6 September 2015),
HK$0.85 (as to 500,000 options exercisable during the period from 1 January
2007 to 6 September 2015) and HK$1.00 (as to 500,000 options exercisable
during the period from 1 January 2008 to 6 September 2015) per share.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,

(b)
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UNDERLYING SHARES AND DEBENTURES (continued) (&)
Interests in shares and underlying shares of PYI Corporation Limited (b) MREEEERAR (PYL) 2RO REER
(“PYI") i
Number of underlying

shares (in respect of the

Approximate

Number of share options (unlisted percentage of
Long shares of equity derivatives)) shareholding
Name of director Capacity position PYI held of PYl held Total of PYI
FriPYIAERE
R (BEARERE
FrEPYI (G LHRA EPYIRRAE
EEpE L) #E RAHE $TETR)) A @i zEnEsk
Lau Ko Yuen, Tom Beneficial Long position 120,671 26,800,000 26,920,671 1.80%
owner (note i)
Y BREBA e (Hizti)
Mok Yat Fan, Edmond Beneficial Long position - 3,500,000 3,500,000 0.23%
owner (note i)
-1 BREBA e (Wt eti)
Notes: s

@i

(ii)

PYI, t

The share options were granted to Mr Lau Ko Yuen, Tom pursuant to the share
option scheme of PYl adopted on 27 August 2002 (“PYI Share Option Scheme”).
The said share options comprised (i) 13,000,000 options granted to him on 28
December 2004 which entitle him to subscribe for a total of 13,000,000 shares
upon exercise at the exercise prices of HK$1.24 (as to 6,500,000 options) and
HK$1.50 (as to 6,500,000 options) per share exercisable during the period
from 28 December 2004 to 26 August 2012; and (ii) 13,800,000 options
granted to him on 8 September 2006 which entitle him to subscribe for a total
of 13,800,000 shares upon exercise at an exercise price of HK$2.48 per share
(as to 4,600,000 options exercisable during the period from 8 September 2006
to 7 September 2007, as to 4,600,000 options exercisable during the period
from 8 September 2007 to 7 September 2008 and as to 4,600,000 options
exercisable during the period from 8 September 2008 to 7 September 2009).

The share options were granted to Mr Mok Yat Fan, Edmond on 8 September
2006 under the PYI Share Option Scheme and entitle him to subscribe for a
total of 3,500,000 shares upon exercise at an exercise price of HK$2.43 per
share (as to 500,000 options exercisable during the period from 8 September
2006 to 7 September 2007, as to 1,500,000 options exercisable during the
period from 1 August 2007 to 31 July 2008 and as to 1,500,000 options
exercisable during the period from 1 August 2008 to 31 July 2009).

he ultimate holding company of the Company, is an associated

corporation, within the meaning of Part XV of the SFO, of the Company.

Save as disclosed above, at 31 March 2007, none of the directors or chief
executives of the Company had any interest or short positions in the shares,
underlying shares and debentures of the Company or any associated corporation
(within the meaning of Part XV of the SFO) as recorded in the register of the
Company required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Hong Kong Stock Exchange pursuant to the
Model Code.

(i)

ZAUN
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B2 BT I[Py IR AT 2 I T2
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES BEROBEZ 2LH
(@) The Company (a) ZA&AF
i)  Share option scheme ) BRETE
Details of movements in the share options of the Company granted FARBERRRIR-_ZZTRFNALR
under the share option scheme of the Company adopted on PN B IR ST 81 I 2 AN A AR AR e
7 September 2005 during the year are as follows: ZEBINT

Number of shares of the Company
to be issued upon exercise of the share options

RiTERRENS TRTZALARGHE

Exercise Outstanding Granted Exercised Lapsed Outstanding
Name of price at during during during at
eligible person Dateof grant  Vesting date Exercise period per share 1.4.2006 the year the year theyear  31.3.2007
RZBBRE RZBBtLE
=1 mA—-A =B=1+-H
RERALHES RERH BEAS e TfE  HATR  EARE  EATE FRER HAGE
HKS
AT
Director
g3
Mok Yat Fan, Edmond* 13.7.2006 13.7.2006  13.7.2006 - 12.7.2008 1.00 - 1,500,000 - - 1,500,000
B 13.7.2006 13.7.2007  13.7.2007 - 12.7.2009 1.00 - 1,500,000 - - 1,500,000
13.7.2006 13.7.2008  13.7.2008 - 12.7.2009 1.00 - 2,000,000 - - 2,000,000
Lee Hon Chiu 3.2.2006 3.2.2006 3.2.2006-6.9.2015 0.70 500,000 - - - 500,000
TEH 3.2.2006 1.1.2007 1.1.2007 - 6.9.2015 0.85 500,000 - - - 500,000
3.2.2006 1.1.2008 1.1.2008 - 6.9.2015 1.00 500,000 - - - 500,000
Wong Wing Hoo, Billy** 3.2.2006 3.2.2006 3.2.2006-6.9.2015 0.70 1,000,000 - - - 1,000,000
B 3.2.2006 1.1.2007 1.1.2007 - 6.9.2015 0.85 1,000,000 - - - 1,000,000
3.2.2006 1.1.2008 1.1.2008 - 6.9.2015 1.00 1,000,000 - - - 1,000,000
Kwan Chi Ping, Edgar*** 9.2.2006 9.2.2008 9.2.2008 - 8.2.2009 0.90 2,000,000 - - - 2,000,000
Bin T 13.7.2006 1372006 13.7.2006 - 12.7.2008 1.00 - 1,500,000 (1,500,000) - -
13.7.2006 13.7.2007  13.7.2007 - 12.7.2009 1.00 - 1,500,000 - - 1,500,000
Employees 9.2.2006 9.2.2008 9.2.2008 - 8.2.2009 0.90 6,000,000 - - (2,400,000 3,600,000
E&
12,500,000 8,000,000 (1,500,000  (2,400,000) 16,600,000
* Appointed as director on 1 June 2006. * RZZEXFRNA—RAEZETARES -
**  Resigned as director on 30 April 2006. > RIZETRFNA=THEEES -
***  Appointed as director on 1 June 2006 and resigned on 6 December 2006. wak AT RIXNEXNA-ARRAEAES TR _TTX
FHZANBEHE

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007



ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES
(continued)
(@) The Company (continued)

i)

ii)

iiii)

Share option scheme (continued)
No share options of the Company were cancelled during the year.

The closing price of the Company’s shares on the trading day
immediately before 13 July 2006, being the date of grant of 8,000,000
share options, was HK$0.99.

The closing price of the Company’s shares on the trading day
immediately before 27 March 2007, being the date of exercise of
1,500,000 share options, was HK$1.16.

Particulars of share option scheme of the Company are set out in
note 34 to the consolidated financial statements.

Share award scheme

This scheme, which was adopted by the Company on 6 September
2006, allows the Company to make bonus payments to eligible
persons (including employees, directors, consultants, advisers and
agents of the Group) by way of the Company’s shares acquired by
and held through an independent trustee until fulfilment of specified
conditions before vesting.

None of the directors of the Company were awarded any of the
Company’s shares under this share award scheme during the year or
at 31 March 2007.

Share financing plan

This plan, which was adopted by the Company on 6 September 2006,
allows eligible persons (including employees, directors, consultants,
advisers and agents of the Group) to borrow funds from the Company
or from a company within the Group to acquire new or old shares of
the Company on a non-recourse basis with the subject shares pledged
to the Company as security, subject always to connected transaction
and other relevant provisions under the Listing Rules.

None of the directors of the Company acquired any of the Company’s
shares under this share financing plan during the year or at 31 March
2007.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES
(continued)

BEROHES 2T H (@)

(b) PYI (b) PYI
i)  Share option scheme ) BRESHE
Details of movements in the share options of PYI granted under the FRARRAEERBEPYR_TZ_FN
share option scheme of PY| adopted on 27 August 2002 to the At R BRI 2 PYI
directors of the Company during the year are as follows: Elgz2BHBENT
Number of shares of PYI to be issued upon
exercise of the share options
RiTRBREN & FRITZPYIRAEE
Exercise  Outstanding Granted Exercised  Outstanding
price at during during at
Name of director Date of grant Vesting date Exercise period per share 1.4.2006 the year the year 31.3.2007
RZBERE R2EtE
Bk MA—H ZA=t-H
j £3:84 BB GHAH L] f1%E HAGTE EREH ERfTR HAITE
HK$
B
Lau Ko Yuen, Tom 28.12.2004 28.12.2004 28.12.2004 10 26.8.2012 1.24 6,500,000 - - 6,500,000
EET 28.12.2004 28.12.2004 28.12.2004 10 26.8.2012 1.50 6,500,000 - - 6,500,000
8.9.2006 8.9.2006 8.9.2006 to 7.9.2007 248 - 4,600,000 - 4,600,000
8.9.2006 8.9.2007 8.9.2007 t0 7.9.2008 248 - 4,600,000 - 4,600,000
8.9.2006 8.9.2008 8.9.2008 to 7.9.2009 248 - 4,600,000 - 4,600,000
Mok Yat Fan, Edmond 8.9.2006 8.9.2006 8.9.2006 t0 7.9.2007 243 - 1,000,000 (500,000) 500,000
£ 8.9.2006 1.8.2007 1.8.2007 t0 31.7.2008 243 - 1,500,000 - 1,500,000
8.9.2006 1.8.2008 1.8.2008 t0 31.7.2009 243 - 1,500,000 - 1,500,000
13,000,000 17,800,000 (500,000) 30,300,000
No share options of PYI granted to the above directors were cancelled FN B FER 2 PYIRE AR T
or lapsed during the year. BEIE
Particulars of share option scheme of PYI are set out in note 34 to PYIRERRIEST BRI AR & BT IS TR
the consolidated financial statements. 534
ii)  Share award scheme i)  RpEEEE

PAUL Y. ENGINEERING GROUP LIMITED

This scheme, which was adopted by PYI on 23 February 2006, allows
PYIto make bonus payments to eligible persons (including employees,
directors, consultants, advisers and agents of PYI and its subsidiaries
("PYI Group")) by way of PYI's shares acquired by and held through
an independent trustee until fulfilment of specified conditions before
vesting.

120,000 PYI's shares, which were awarded to Mr Lau Ko Yuen, Tom,
a director of the Company, by PYI under this scheme, were vested
during the year. None of the directors of the Company were awarded
any PYI's shares under this scheme during the year or at 31 March
2007.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

(continued)

(b) PYI (continued)

iii)  Share financing plan

This plan, which was adopted by PYI on 14 February 2006, allows
eligible persons (including employees, directors, consultants, advisers
and agents of the PYI Group) to borrow funds from PYI or from a
company within the PYI Group to acquire new or old PYI’s shares on
a non-recourse basis with the subject shares pledged to PYI as security,
subject always to connected transaction and other relevant provisions
under the Listing Rules.

None of the directors of the Company acquired any PYI's shares under
this share financing plan during the year or at 31 March 2007.

Save as disclosed herein, at no time during the year was the Company or any of
its subsidiaries or holding company or any subsidiaries of the Company’s holding
company a party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debt securities
including debentures of, the Company or any other body corporate, and none of
the directors, chief executives or their spouse or children under the age of 18,
had any right to subscribe for securities of the Company, or had exercised any
such rights during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

None of the directors of the Company is interested in any business apart from
the Group’s businesses which competes or is likely to compete, either directly or
indirectly, with the businesses of the Group during the year or at 31 March 2007.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed under the section headed “Connected Transactions” below,
no contracts of significance to which the Company or any of its holding companies
or fellow subsidiaries or 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.

CONNECTED TRANSACTIONS

On 17 January 2005, Paul Y. Engineering Holdings (B.V.I.) Limited, a wholly-
owned subsidiary, entered into a business services agreement with PYl which
expired on 31 March 2007 (“Former Business Services Agreement”). In view of
the expiry of the Former Business Services Agreement, the Company and PYI
entered into conditionally a business services agreement on 1 March 2007
(“Existing Business Services Agreement”), for the period from 1 April 2007 to 31
March 2010, with the annual cap amounts of HK$60 million, HK$80 million and
HK$100 million for the financial years ending 31 March 2008, 2009 and 2010,
respectively.

The entering into of the Existing Business Services Agreement constituted a
continuing connected transaction for the Company under Chapter 14A of the
Listing Rules. Details of which were set out in the circular of the Company dated
15 March 2007.

49

BERORES 2L (@)

(b) PYI(®)
iy ROBEE
PYIRZZZNF = A+ ARM 22
BDHEERAL (BIEPYIEEZEE - &
= B FRARRIEEA) MPYISPYI
FEERN—MRBMERAEBEREELER
EPYETERY « MILEARHD BIZ R FPY
ERIEMR - HBNE EMARETE
RARRIE R 5 R E MBS Z AT ©

FAIR-_ZEZLF=A=1+—H #
BARREERBURNBETIBE
EAIPYIRR D ©

BRAS PR ERE SN - AR RS EAEAIMTE A R gk
RE] RARBHPERARNME R - REREMA
B E S RIS E M2 - S ARRIERAFER
AR RBSAEAIEA B R 2 RO KERE S (B
EER) MEN - BEE - TETHRAERREZE
BEARMTN\F2 F R BEREARRES - ME
A RITRAE RS ER) -

EENBRREER S

FRINR-ZBZLF=A=+—H WPt AREEE
T ARRIE RPN EARE B T B S A s
KA BEIBR R T 2 (E AT - SIS (EhEas -

EESRERGNZ2ER

BT XEEERS] —HREEIN  ARRBEEFEA
R B EARAIERR X B[R R M A Rl SkPE A R
REEFEEASFEREARNHER L EEA TR
BRAEREEEAREA

BEXS

“ETHE—-A++LRH - 2EWBARPaul V.
Engineering Holdings (B.V.1.) Limited E2PYIFT:Z A =&
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CONNECTED TRANSACTIONS (continued)

During the year, the Group entered into certain transactions which constituted
“continuing connected transactions” or “connected transactions” under the
Listing Rules. Details of such transactions are as follows:

During the year, the Group entered into the following transactions with subsidiaries
of PYI:

HEXS (&)
FA - AEEETZETRZBE ETRAET Z[#F
BRER S| R(BERS] - ERRZZFENT

FA - RNEEGEPYIZBARETUNTRS

Name of party Nature of transactions Amount

RE T AR REME B

HK$°000

FET

Asiawide Holdings Limited (" Asiawide”) Project management fees charged by the Group 6,600
EREEERAR ([ER]) AEEWIERERE

PYI Xingdong Properties (Jiangsu) Limited Project management fees charged by the Group 1,179
("PYI Xingdong”) AEEWEIER BB E

REMFE % (TH) BRAF (RERE))

Asiawide and PYI Xingdong are associates, within the meaning of the Listing
Rules, of PYI, a substantial shareholder of the Company. Mr Lau Ko Yuen, Tom, a
director of the Company is also a director of PYI.

Pursuant to Rule 14A.38 of the Listing Rules, the board of directors of the
Company engaged the auditors of the Company to perform certain factual finding
procedures, in respect of the continuing connected transactions of the Group in
accordance with the Hong Kong Standard on Related Services 4400
“Engagements to Perform Agreed-Upon Procedures Regarding Financial
Information” issued by the Hong Kong Institute of Certified Public Accountants,
to assist the independent non-executive directors of the Company to evaluate
whether such transactions:

(i) have received the approval of the board of directors of the Company;

(i) were entered into in accordance with the pricing policies of the Group
with reference to similar transactions with independent third parties;

(i) have been entered into in accordance with the terms of the relevant
agreement governing such transactions; and

(iv)  have not exceeded the relevant cap amount for the year ended 31 March
2007 as set out in the circular of the Company dated 30 November 2004.

The auditors of the Company have reported their factual findings on these
procedures to the board of directors of the Company. The independent non-
executive directors of the Company, have reviewed and confirmed that the
continuing connected transactions as set out above have been entered into:

(i) inthe ordinary and usual course of the business of the Group;

(i)  either on normal commercial terms or on terms no less favourable to the
Company than terms available from independent third parties; and

(i) in accordance with the relevant agreements governing them on terms that
are fair and reasonable and in the interests of the shareholders of the
Company, as a whole.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS/OTHER PERSONS RECORDED IN THE REGISTER

KEPT UNDER SECTION 336 OF THE SFO

At 31 March 2007, so far as is known to the directors and the chief executives of i
the Company, the interests and short positions of the substantial shareholders/
other persons in the shares and underlying shares of the Company as recorded in
the register of the Company required to be kept under Section 336 of the SFO

were as follows:

(1) Interests of substantial shareholders in the shares and underlying
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REE SR E RO EI6RFE 2B MA
REZETERR HtA L ZRBRRR

/\gi

=

F=A=t-A8.

HARREEN T BT
BABMA - REES NS GPIE3361% T?EZK

REBLMARCE ETEZRER,HMALTHRAR

Bt R AR (D 2 s SOA RN

(1) EERRRAAFARGRMEEARED 2 #EHER

shares of the Company wKE
Number of
underlying shares
(in respect of the
convertible note(s) Approximate
Number of (unlisted equity percentage of
shares of the derivatives)) of the shareholding
Name of shareholder Capacity Long position Company held Company held of the Company
FrisA R ARERA
(FHTERRE AR
P ARHE (FFEMRAE RAE B
BREEB 51 #R RAHE fTEIR))¥E Bl
PYI Interest of controlled Long position 375,826,317 - 63.74%
corporation (Note a) e
IR EE 2 5 (Hita)
PYI Beneficial owner (Note b) Long position - 100,000,000 16.96%
BHEAA (W) 35}
PYI Treasury Group Limited Interest of controlled Long position 375,826,317 - 63.74%
("PYIT") corporation (Note a) e
REEHEE 2 5 (Hita)
Growing Success Limited Interest of controlled Long position 375,826,317 63.74%
("Growing Success”) corporation (Note a) e
REEHEE 2 5 (Hita)
Paul Y. Investments Limited Beneficial owner (Note a) Long position 375,826,317 63.74%
("PYIL") BRERA (Hita) HE
Notes: Bt
(@)  PYIL was a wholly-owned subsidiary of Growing Success which was in turn a (@) PYIL AGrowing Success Z 2 EWBAE] * i

wholly-owned subsidiary of PYIT. PYIT was a wholly-owned subsidiary of PYI.
Growing Success, PYIT and PY| were deemed to be interested in the shares in
the Company held by PYIL.

Growing Success AIBPYIT 2 2 &MEAE]
PYIT BPYI Z2A&MEBARE - Growing
Success * PYIT RPYI # R ARPYIL 7B 2 AR

FRRAD TP A AR o

REZEEEERAF

2007 &3}
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL

SHAREHOLDERS/OTHER PERSONS RECORDED IN THE REGISTER

KEPT UNDER SECTION 336 OF THE SFO (continued)

(1) Interests of substantial shareholders in the shares and underlying
shares of the Company (continued)

(b)  PYl and the Company entered into an agreement for the provision of an
unsecured loan facility of a principal amount of up to HK$100,000,000 to be
made available by PYI to the Company pursuant to which convertible note(s)
will be issued by the Company to PYI upon draw down of the facility in the
principal amount of the facility drawn. Such convertible note(s) are convertible
into shares of the Company at an initial conversion price of HK$1.00 per share,
up to a maximum aggregate principal amount of HK$100,000,000. The
Company has not yet issued the convertible notes.

(2) Interests of other persons in shares of the Company

RIERZ R ERGIFEIB6RFEZE LM
REZTERR HMATZEBERAR (@

(1) EEBREREATRDREERGZEZRK
=@

(b)  PYI EARQRIFTA R - L - PYI MARR

RN S B R %32 100,000,000 77T 2 HHK IR

BRE - MAR SRR ERBEAPY 3

TASFEREN IR ABE . T RREE -

25 AR R IR ARV SRR E AR 1.00 AT

HInARARARRD  AcRBERSE

100,000,000 T ° ANA Bl M AR # 1T A 3%

(2) HMATRELTARMDZER

Approximate

Number of percentage of
shares of the shareholding
Name of person Capacity Long position Company held of the Company
AR AEARREZ
Hib AT #E 218 =87 #R RDHE BB
CIM Dividend Income Fund Limited Investment manager Long position 58,333,269 9.89%
(formerly known as Chelverton BB R
Dividend Income Fund Limited)
(RT#EChelverton Dividend Income
Fund Limited)
0OZ Management, L.L.C. Investment manager Long position 41,855,806 7.10%
(“0Z Management”) (note) TR
BRI (ff5t)
0OZ Master Fund, Ltd. Beneficial owner Long position 38,464,092 6.52%
("0Z Master”) (note) TR
EREE A ()
Platinum Global Dividend Fund Investment Manager Long position 29,500,000 5.00%
RELKE oy
Note: Miat -

OZ Master, a wholly-owned subsidiary of OZ Management, owned 38,464,092 shares
in the Company. OZ Management was deemed to be interested in the said 38,464,092
shares in the Company held by OZ Master and 3,391,714 shares in the Company
held by its two direct wholly-owned subsidiaries.

Save as disclosed above, at 31 March 2007, the Company has not been notified
of any interests or short position in the shares and underlying shares of the
Company as recorded in the register of the Company required to be kept under
Section 336 of the SFO.
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RETIREMENT BENEFIT SCHEMES
Information on the Group’s retirement benefit schemes is set out in note 38 to
the consolidated financial statements.

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.

CORPORATE GOVERNANCE

The Company has complied with all code provision and, where applicable, the
recommended best practices of the Code on Corporate Governance Practices as
set out in Appendix 14 of the Listing Rules throughout the year ended 31 March
2007.

The Corporate Governance Report is set out on pages 26 to 41 of this annual
report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the directors of the Company, the Company has maintained
sufficient public float throughout the year ended 31 March 2007 as required
under the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities.

DONATIONS
During the year, the Group made charitable and other donations of approximately
HK$17,000.

POST BALANCE SHEET EVENT
Details of significant events occurring after the balance sheet date are set out in
note 41 to the consolidated financial statements.

AUDITOR

Messrs Deloitte Touche Tohmatsu have acted as auditor of the Company for the
past three years. A resolution will be submitted to the annual general meeting to
re-appoint Messrs Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board

James Chiu, OBE, JP
Chairman

Hong Kong, 20 July 2007
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INDEPENDENT AUDITOR’S REPORT
54 | BURBMBRES

Deloitte.
=2

TO THE MEMBERS OF PAUL Y. ENGINEERING GROUP LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Paul Y. Engineering
Group Limited (the “Company”) and its subsidiaries (collectively referred to as
the “Group”) set out on pages 56 to 121, which comprise the consolidated
balance sheet as at 31 March 2007, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Directors’ responsibility for the consolidated financial statements

The directors of the Company are responsible for the preparation and the true
and fair presentation of these consolidated financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants and the disclosure requirements of the Hong
Kong Companies Ordinance. This responsibility includes designing, implementing
and maintaining internal control relevant to the preparation and the true and
fair presentation of the consolidated financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a body,
in accordance with Section 90 of the Bermuda Companies Act and for no other
purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit in accordance
with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance as
to whether the consolidated financial statements are free from material
misstatement.
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An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and true and fair presentation of the
consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view of
the state of affairs of the Group as at 31 March 2007 and of the Group’s profit
and cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 20 July 2007
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CONSOLIDATED INCOME STATEMENT

56 | mEkEE

For the year ended 31 March 2007
(E T F = A= —HIFE

2007 2006
Notes HK$'000 HK$'000
B3 FHET FHET
Turnover X 6 4,359,329 3,109,876
Cost of construction works BETREMAAR (4,192,824) (2,879,762)
Gross profit EH 166,505 230,114
Other income EHaugA 8 33,740 14,571
Administrative expenses TR ER (156,546) (135,441)
Finance costs BhE R AR 9 (7,454) (3,315)
Loss on disposal of subsidiaries HEMB AR BB - (4,456)
Share of results of associates 2 NS E 73,832 2,778
Share of results of jointly controlled entities B G EIEFIME RS (642) 26
Profit before taxation BR A AT Vg K 11 109,435 104,277
Taxation ] 12 (8,401) (3,196)
Profit for the year FERF 101,034 101,081
Attributable to: FE1G -
Equity holders of the Company RARZEEFEEA 112,621 100,902
Minority interests DEAR RS (11,587) 179
101,034 101,081
Distributions DK 13 49,493 51,993
Earnings per share FRAF| 14
Basic ES9IN HK$0.19378 T HK$0.1747% 7T
Diluted e HK$0.19378 T HK$0.1747% 7T

PAUL Y. ENGINEERING GROUP LIMITED
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CONSOLIDATED BALANCE SHEET
HEEERER

At 31 March 2007
K-FFt#=A=+—8
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2007 2006
Notes HK$'000 HK$'000
B EE FHET FiET
NON-CURRENT ASSETS FREBEE
Property, plant and equipment e Y 15 35,190 22,837
Prepaid land lease payments TEf L EFRIE 16 22,561 23,136
Goodwill Bl 17 61,646 61,646
Other intangible assets Hip B EE 18 7.240 7,355
Interests in associates BN\ B RS 19 108,955 39,458
Interests in jointly controlled entities HEE S s 20 1,928 2,570
Available-for-sale investments AR ENRE 21 732 1,064
Deferred consideration receivable FEUCEIER (B 22 6,597 10,223
244,849 168,289
CURRENT ASSETS RBEE
Prepaid land lease payments TEf T ERRIE 16 575 575
Amounts due from customers for EREPEHIRE
contract works A 23 223,637 163,379
Debtors, deposits and prepayments FEUERFR - BT RIEFFRIA 24 1,631,065 1,172,639
Amounts due from related companies FEUS BEE A RIZRIE 25 432 2,071
Amounts due from associates P & A RIRIE 26 48,630 45,283
Amounts due from jointly controlled entities i U T [Rl4% Il i 28 26 10 17
Amounts due from fellow subsidiaries RIS NGIE e 26 8,967 234
Loan receivable JEME 27 1,508 1,508
Loan to a related company BTHRERFIZER 28 779 779
Taxation recoverable AREHHK 2,942 1,605
Pledged bank deposits BIEARITER 29 42,601 76,122
Short term bank deposits PSECEEaYER /4 29 311,606 232,402
Bank balances and cash RITHEBRRIES 29 43,770 72,287
2,316,522 1,768,901
CURRENT LIABILITIES REBEE
Amounts due to customers for contract works  fE{ & F & 4 T2 FE 23 1,038,548 429,615
Creditors and accrued expenses FERTBR R FERT R 2 30 825,326 808,857
Amounts due to related companies FES A& A RIZRIE 25 2,906 -
Amounts due to associates FESTESE &8 R RIRKIE 26 1,401 1,498
Amounts due to minority shareholders FERT DR R K IE 26 1,041 -
Amount due to a fellow subsidiary R RZAZMB A RRIE 26 - 18,914
Taxation payable FERTRRIR 11,308 5,758
Bank borrowings — due within one year —FANEIEZ RITEK 31 174,407 142,304
2,054,937 1,406,946
NET CURRENT ASSETS RBEEFE 261,585 361,955
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRBEE 506,434 530,244
REZEEBER AT 2007 ik



58 CONSOLIDATED BALANCE SHEET
REEERER

At 31 March 2007
R-FFLE=A=1—H

2007 2006
Notes HK$'000 HK$'000
B EE FHET FHET
NON-CURRENT LIABILITY FEREBAE
Bank borrowings — due after one year —FRBE 2 RITERK 31 51,498 150,000
NET ASSETS EERE 454,936 380,244
CAPITAL AND RESERVES EXRFEE
Share capital %N 33 294,800 290,979
Reserves G 147,316 78,921
Equity attributable to equity holders RAT = FEE AR
of the Company i 442,116 369,900
Minority interests DER R R 12,820 10,344
TOTAL EQUITY R 454,936 380,244

The financial statements on pages 56 to 121 were approved and authorised for HNESCEEF 121 BB REFEN T+ F+
issue by the Board of Directors on 20 July 2007 and are signed on its behalf by: Rt BEEERRERERETE - WHTHESK

REFREE
Mok Yat Fan, Edmond Lee Hon Chiu
B ZER
Executive Director & Chief Executive Officer Executive Director
HITEFFRTHAEH HiTEE

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEERBER

For the year ended 31 March 2007
HBE—ZTT+F=A=+—HIIFE

Attributable to equity holders of the Company

59

FAREREEARY
Investment Share Accumulated
Share Share Special revaluation  options Translation  (losses) Minority
capital  premium reserve  reserve  reserve  reserve profits ~ Sub-total interests Total
RE it (B8 DY
BE  ROBE KEIRE EMRE BRERE EXRE gt Nt RRES &it
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Tér  FTAr  TAr  TEr  TEr  FEr  TEr  TEr  TEr Tirx
At 1 April RZZTTRE
2005 mA—H 288,350 278434 (153,767) 1,521 - (1,708) (95,208) 317,622 7,365 324,987
Exchange difference arising from B g
translation of foreign operations  ABINIEKEL
recognised directly in equity ZEREH - - - - - 765 - 765 - 765
Decrease in fair value of MRHERE
available-for-sale investments  AFERD - - - (846) - - - (846) - (846)
Net (expense) income recognised - ERFMERTE L
directly in equity FER)WAFE - - - (846) - 765 - @1 - 81
Profitfor the year EEET - - - - - - 100902 100,902 179 101,081
Total recognised (expense) FEEI (D)
income for the year Nt - - - (846) - 765 100902 100,821 179 101,000
Recognition of equity-settled AUARNDE
share-based payment expenses  EREF 2% - - - - 137 - - 137 - 137
Issue of shares under scrip RENRREFTE
dividend scheme 51w 2,629 (2,629) - - - - - - - -
Credit arising on scrip dividends  JAIRICSE 4 28R - - - - - - 3313 3313 - 3313
Dividends paid BRRE - - - - - - (51993 (51993 - (51,993
Contribution from minority DERE
shareolders & - - - - - - - - 2,800 2,800
At 31 March RIZERE
2006 ZA=t-H 29979 275805  (153,767) 675 137 (943)  (42,986) 369,900 10,344 380,244
Exchange difference arising from ~ EERMERTED
translation of foreign operations  AENEEKESE
recognised directly in equity ZELER - - - - - 1,360 - 1,360 - 1,360
Decrease in fair value of AHHERE
available-for-sale investments ~~ ATERY - - - (332) - - - (332) - (332)
Net (expense) income recognised  EEERNEREAZ
directly in equity (GhaloN:: - - - (332) - 1,360 - 1,028 - 1,028
Profit for the year EREA = - - - - - 112621 112621 (11587) 101,034
Total recognised (expense) ERER (FX)
income for the year AE - - - (332 - 1360 112621 113649  (11,587) 102,062
Recognition of equitysetfled  BERLKHA
share-based payment expenses  ERAH BT - - = - 1,088 - - 1,088 - 1,088
Issue of shares under scrip RENRK S5
dividend scheme kG 3,071 (3,071) - = g = = - - -
Issue of shares upon exercise of  E{T{EERRRIE
share options E5610) 750 994 - - (244) - - 1,500 - 1,500
Credit arising on scrip dividends AR BEE ZER - - - = - - 5,472 5472 - 5,472
Dividends paid EffRE = 2 s 2 h - U9A%)  (49.493) S 94%)
Contribution from minority LERE
shareholders et - - - - - - - - 14083 14083
At 31 March RZTTtE
2007 ZA=+—H 294800 273,728  (153,767) 343 931 417 25614 442,116 12,820 454,936
REFEFXEEFRAT 2007 F#



60 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

RERRBBR

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

The special reserve of the Group includes the following:

(a)

an amount of HK$1,000,000 representing the difference between the cost
of acquisition of two subsidiaries and the nominal amount of their share
capital at the date on which they were acquired by Paul Y. Engineering
Holdings (B.V.I.) Limited (“PYE Holdings") before the reverse acquisition as
mentioned in note (b) below; and

an amount of HK$154,767,000 representing the reserve arising from the
reverse acquisition of PYE Holdings and its subsidiaries (collectively referred
to as “PYE Holdings Group”), net of refund from ex-shareholder of PYE
Holdings for the shortfall in net asset value of PYE Holdings Group upon
completion of the acquisition by the Company from PYI Corporation Limited,
the ultimate holding company, of the entire equity interest in, and
shareholders’ loan to PYE Holdings Group in January 2005.

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007

REBZFHFBEEIEATIRE ¢

(a)

1,000,000/ T2 538 - BIHE RN FEIFTE AR 2
BN B AE AP B8 2 RIS TSP E(b) Pt S i
AI#%Paul Y. Engineering Holdings (B.V.1.)
Limited ([PYE Holdings)) W& & B ~ B ANE(E
ZEERE &

154,767,000 7c 2 %A - NRUEPYE
Holdings & E 18 2 7 (448 [PYE Holdings&%
B ) EA 2 i - WHIBRPYE HoldingsBIAR 3
EAARRBRZZTRF— AT AFRLZERA
AREEEBR A TUWEEPYE Holdings =Bl 2
PR A M S M AR S B FREFPYE Holdings& B2
BEFENEMIMNRK -



CONSOLIDATED CASH FLOW STATEMENT
RERERBR

For the year ended 31 March 2007
HBE—ZTT+F=A=+—HIIFE

61

2007 2006
Notes HK$'000 HK$'000
FisE FHET FiET
OPERATING ACTIVITIES R
Profit before taxation BR A AT Vo K 109,435 104,277
Adjustments for: BTBIIEE EITHAE
Finance costs A& A 7,454 3,315
Share of results of associates AN (73,832) (2,778)
Share of results of jointly controlled entities B HERNEFIMIE RS 642 (26)
Loss on disposal of subsidiaries HEMB AR EIE - 4,456
Release of prepaid land lease payments B OB LA E RIS 575 575
Depreciation of property, plant and Y - W R
equipment e 7,029 14,291
Share-based payment expenses AR BERNR A 1,088 137
Loss on disposal of investments HERIEEERE Y
held-for-trading i - 3,951
Interest income FBUA (33,740) (14,571)
Loss (gain) on disposal of property, plant HEWZE - MW REREZ
and equipment 518 () 982 (21,057)
Operating cash flows before movements RETEEESF PR L ET
in working capital Reh= 19,633 92,570
Change in amounts due from (to) customers  FEY () BF & %) T2 ZEs
for contract works, net of attributable WHBR FEETFI BRI &
interest expenses and depreciation e 553,473 23,017
Increase in debtors, deposits and prepayments  EURBRFR « 51 & MIBH FRIBE N (436,205) (245,836)
Decrease (increase) in amounts due from FEW & N TI3RIE
related companies ege: i) 1,639 (162)
Increase in investments held-for-trading FREBEFIRELN - (3,951)
Increase in amounts due from associates e N R R IE I AN (3,347) (41,513)
Decrease in amounts due from jointly U [R5 W R IR
controlled entities A 7 408
(Increase) decrease in amounts due from RIS NGIE e
fellow subsidiaries (& hn) @A (8,733) 2,857
Increase in creditors and accrued expenses FESTBR SR I FE R TR 238 N 16,469 104,093
Increase in amounts due to related companies 1< BEiE A & FZIEIE AN 2,906 -
Decrease in amounts due to associates FETES & A RIRIE R 4> (97) (783)
Decrease in amount due to a jointly FEAH 2k R4 i M 3R TE
controlled entity VoA - (20,766)
Increase in amounts due to minority FERT D BRI
shareholders 0 1,041 -
(Decrease) increase in amount due to i ANIEE IS PNGIE s
a fellow subsidiary ORt ) 180 (18,914) 16,890
Cash generated from (used in) operations ®E (AR REEB2RE 127,872 (73,176)
Hong Kong Profits Tax refunded IR EIEEREE = 4,175
Hong Kong Profits Tax paid B EATIEH (3,296) (2,296)
Overseas tax paid EAEINEIE (892) -
NET CASH FROM (USED IN) OPERATING RE (AR REXB2RE
ACTIVITIES HEE 123,684 (71,297)
REZEEBER AT 2007 ik



62 CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

2007 2006
Notes HK$’'000 HK$'000
B3 FHET FHET
INVESTING ACTIVITIES BEXEK
Decrease (increase) in pledged bank deposits B IEIRIRTTIEHUR D (32 0) 33,521 (76,122)
Interest received EUF S 11,145 9,231
Dividend received from associates [SALGHNEI) S 4,789 -
Decrease in deferred consideration receivable [R5 £ 2 5 4> 4,000 -
Proceeds from disposal of property, plant HEMIE - B NERIE TS
and equipment I8 1,077 50,103
Proceeds from disposal of other intangible assets H & £ b 4 72 & EE B 1S 308 115 -
Additions to property, plant and equipment P - B SR ER AR IS N (22,893) (7,142)
Acquisition of interest in an associate g adin /N o (161) (3,900)
Acquisition of subsidiaries, net of cash and W BT B A 7] (FOBRFTUCEE 2
cash equivalents acquired RekMBEEFEER) 35 - (193)
Proceeds from disposal of subsidiaries HEWNBARAMEHRIE 36 - 4,000
Additions to other intangible assets EHAh A AEE M - (355)
Dividend received from a jointly controlled B — R S
entity fz 8 - 7,000
NET CASH FROM (USED IN) INVESTING RE (AR REEK 2
ACTIVITIES HEFHE 31,593 (17,378)
FINANCING ACTIVITIES RMEED
Bank borrowings raised FEIRITIE R 210,732 347,304
Contribution from minority shareholders DYRRE LA 14,063 2,800
Repayment of bank borrowings EBIRITER (297,563) (235,000)
Dividend paid EAIRE (44,021) (48,680)
Interest paid EAFE (10,761) (6,000)
Proceeds from issue of shares BT FTIS 3R 1,500 -
NET CASH (USED IN) FROM FINANCING (AR RERMEZTB RS
ACTIVITIES FEE (126,050) 60,424
NET INCREASE (DECREASE) IN CASH AND ReRERSESHEEREMHD)
CASH EQUIVALENTS REE 29,227 (28,251)
EFFECT OF FOREIGN EXCHANGE RATE ER#EH
CHANGES 2 1,028 517
CASH AND CASH EQUIVALENTS BROUGHT ReREFAELEHEER
FORWARD AR 304,689 332,423
CASH AND CASH EQUIVALENTS CARRIED HERHEBESEEER
FORWARD e 334,944 304,689
ANALYSIS OF THE BALANCES OF CASH AND BeNHEBESEEER
CASH EQUIVALENTS EERD
Short term bank deposits FEHASRITF K 311,606 232,402
Bank balances and cash RITHEHB RIS 43,770 72,287
Bank overdrafts RITEX (20,432) =
334,944 304,689

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GENERAL

The Company is an exempted company incorporated in Bermuda with limited
liability. Its shares are listed on The Stock Exchange of Hong Kong Limited
(the "Hong Kong Stock Exchange”). Its immediate holding company is Paul
Y. Investments Limited, a company incorporated in Hong Kong and its ultimate
holding company is PYI Corporation Limited (“PY!"), a company incorporated
in Bermuda with its shares listed on the Hong Kong Stock Exchange. The
addresses of the registered office and principal place of business of the
Company are disclosed in the “Corporation Information” section to the
annual report.

The consolidated financial statements are presented in Hong Kong dollars,
which is the same as the functional currency of the Company.

The Company is an investment holding company. The activities of its principal
subsidiaries, associates and jointly controlled entity are set out in note 44.

. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL

REPORTING STANDARDS

In the current year, the Group has applied, for the first time, a number of
new standards, amendments and interpretations (collectively referred to as
“new HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA") which are either effective for accounting periods
beginning on or after 1 December 2005, 1 January 2006 or 1 March 2006.
The adoption of the new HKFRSs has had no material effect on how the
results and the financial position for the current or prior accounting periods
have been prepared and presented. Accordingly, no prior period adjustment
has been required.

The Group has not early applied the following new and revised standards,
amendment, interpretations that have been issued but are not yet effective.
The directors of the Company anticipate that the application of these
standards, amendment or interpretations will have no material impact on
how the results and financial position of the Group are prepared and
presented. However, the directors are not yet in a position to determine
whether HKFRS 8 would have a significant impact on how the disclosure of
segmental information are presented.

mAMBHRRME | 63

For the year ended 31 March 2007
HBE—ZTT+F=A=+—HIIFE
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Limited (RESTEMASIZ AF]) » MEHAIER
NEAREEEERAR (PY) - REFRETM
Bz AT - R BB LT - AR
Bl R & 2 A i B 2 i AT 3R
[ARIER —EIRHEE

R
m o
*#

REMBIHMRIABITZS)  BILTARRRZI

X o

ARAR/—FREEERAR - EXEMBLAF
BN B S SRR IR 2 E TS BT 5 44 -

FE R AT RS & B I IR E 2R

RAFE - AEEEREROTESHA SR
2 ZIRRTER -SR] R iE (R [T &8
FHIMEER]) - WRERERN T hF+
ZA—B ZEERFE-A-HEIZTETRF=
A—RAsMERIG 2 ST - SRR BB
B E RS R T RAE S M2 EE R
BB BER 2N T RERBARZE
bt EFEL AT -

RE B AR F R T3 SR R AR 2 H
RIS ER - BRI RREE - RAREERG
st ERZEEL - BT RRE  TeHAKE
ZEBERABHRRZ RE R 2T BERERTE -
R - BERAAREREETBY B RELELFS
FERHBRBESMENKZ 2T XELEX

=
oa o

REZEEEERAF 2007 F#§



64 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBEmRME

For the year ended 31 March 2007

=

CEFEEZ A ALEE

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

HKAS 1 (Amendment)

HKAS 23 (Revised)

Capital Disclosures’

Borrowing Costs?

HKFRS 7 Financial Instruments: Disclosures'

HKFRS 8 Operating Segments?

HK(IFRIC) — INT 8 Scope of HKFRS 23

HK(IFRIC) — INT 9 Reassessment of Embedded Derivatives*

HK(IFRIC) — INT 10 Interim Financial Reporting and Impairment®
HK(IFRIC) — INT 11 HKFRS 2 — Group and Treasury Share Transactions®
HK(IFRIC) — INT 12 Service Concession Arrangements’

' Effective for annual periods beginning on or after 1 January 2007.

2 Effective for annual periods beginning on or after 1 January 2009.

3 Effective for annual periods beginning on or after 1 May 2006.

4 Effective for annual periods beginning on or after 1 June 2006.

> Effective for annual periods beginning on or after 1 November 2006.

6 Effective for annual periods beginning on or after 1 March 2007.

7 Effective for annual periods beginning on or after 1 January 2008.

2. BRI REERERMBEREER (B

SE gt BRI
F15% (B3]
BR LR fEERA?
F235% (e
EBMBRE SRIA : HE
RERIETHR
EBMBRE g ape
R FE 5k
EEBRREEE]) BEUBEREENFER
— RBELR 2 #Es
&5 ERRBEEY) EIMERARTAE
— REESR TA
&5 BRREEZE]) SPHUBEREAE
— RBE10%
B BRREEE]) BEUBREENFER
— REENR —EERIBERNZ 5
EEERRBEEY) REETTH
— RBE12%R
UV AZETF - A HIMERG 2 2 FERAR
2 AZETNF A —BRAERGZ 2R
3 AZETRFRA-BSAMERRZ 2FRREAER
4 AZETRERNA-BRAERGZ 2FERRER
S AZTETARFT—A—BSUEREZ 2FHEE
B3
¢ HITTEF=A—BIERBZ2FHRER
7 BT NF-A—BIERBZ 2FERAER

PAUL Y. ENGINEERING GROUP LIMITED

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the historical
cost basis, except for certain financial instruments which are measured at
fair values, and in accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of
Securities on the Hong Kong Stock Exchange (the “Listing Rules”) and by
the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial statements
of the Company and entities controlled by the Company, its subsidiaries.
Control is achieved where the Company has the power to govern the financial
and operating policies of an entity so as to obtain benefit from its activities.

The results of subsidiaries acquired or disposed of during the year are included

in the consolidated income statement from the effective date of acquisition
or up to the effective date of disposal, as appropriate.

ANNUAL REPORT 2007
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in line with those used by other
members of the Group.

All intra-group transactions, balances, income and expenses are eliminated
on consolidation.

Minority interests in the net assets of consolidated subsidiaries are presented
separately from the Group’s equity therein. Minority interests in the net assets
consist of the amount of those interests at the date of the original business
combination and the minority’s share of changes in equity since the date of
the combination. Losses applicable to the minority in excess of the minority’s
interest in the subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding obligation and is
able to make an additional investment to cover the losses.

Business combination

The acquisition of subsidiaries is accounted for using the purchase method.
The cost of the acquisition is measured at the aggregate of the fair values, at
the date of exchange, of assets given, liabilities incurred or assumed, and
equity instruments issued by the Group in exchange for control of the
acquiree, plus any costs directly attributable to the business combination.
The acquiree’s identifiable assets, liabilities and contingent liabilities that meet
the conditions for recognition under HKFRS 3 “Business Combinations” are
recognised at their fair values at the acquisition date, except for non-current
assets (or disposal groups) that are classified as held for sale in accordance
with HKFRS 5 “Non-Current Assets Held for Sale and Discontinued
Operations”, which are recognised and measured at fair value less costs to
sell.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation
and any accumulated impairment loss.

Depreciation is provided to write off the cost of items of property, plant and
equipment over their estimated useful lives and after taking into account of
their estimated residual value, using the straight line method.

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the continued
use of the asset. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the
carrying amount of the item) is included in the consolidated income statement
in the year in which the item is derecognised.
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66 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.

PAUL Y. ENGINEERING GROUP LIMITED

FEMBMRMEE

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

Prepaid land lease payments

The up-front payments to acquire leasehold interest in land are accounted
for as operating leases and are stated at cost and amortised over the lease
term on a straight line basis.

Goodwill

Goodwill arising on an acquisition of a subsidiary for which the agreement
date is before 1 January 2005 represents the excess of the cost of acquisition
over the Group's interest in the fair value of the identifiable assets and liabilities
of the relevant subsidiary at the date of acquisition. Such goodwill was
capitalised and amortised on straight line basis over its estimated useful life
in previous periods. The Group has discontinued amortising such goodwill
from 1 April 2005 onwards, and goodwill is tested for impairment annually,
and whenever there is an indication that the cash generating unit to which
the goodwill relates may be impaired.

For the purposes of impairment testing, goodwill arising from an acquisition
is allocated to each of the relevant cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the
acquisition. A cash-generating unit to which goodwill has been allocated is
tested for impairment annually, and whenever there is an indication that the
unit may be impaired. For goodwill arising on an acquisition in a financial
year, the cash-generating unit to which goodwill has been allocated is tested
for impairment before the end of that financial year. When the recoverable
amount of the cash-generating unit is less than the carrying amount of the
unit, the impairment loss is allocated to reduce the carrying amount of any
goodwill allocated to the unit first, and then to the other assets of the unit
pro rata on the basis of the carrying amount of each asset in the unit. Any
impairment loss for goodwiill is recognised directly in the consolidated income
statement. An impairment loss for goodwill is not reversed in subsequent
periods.

Capitalised goodwill arising on an acquisition of a subsidiary is presented
separately in the balance sheet.

On subsequent disposal of a subsidiary, the attributable amount of goodwill

capitalised is included in the determination of the amount of profit or loss
on disposal.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Interests in associates

An associate is an entity over which the investor has significant influence
and that is neither a subsidiary nor an interest in a joint venture.

The results and assets and liabilities of associates are incorporated in the
consolidated financial statements using the equity method of accounting.
Under the equity method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-acquisition changes
in the Group’s share of the net assets of the associates, less any identified
impairment loss. When the Group’s share of losses of an associate equals or
exceeds its interest in that associate (which includes any long-term interest
that, in substance, form part of the Group’s net investment in the associate),
the Group discontinues recognising its share of further losses. An additional
share of losses is provided for and a liability is recognised only to the extent
that the Group has incurred legal or constructive obligations or made
payments on behalf of that associate.

Where a group entity transacts with an associate of the Group, unrealised
profits and losses are eliminated to the extent of the Group’s interest in the
relevant associate, except to the extent that unrealised losses provide evidence
of an impairment of the asset transferred, in which case, the full amount of
losses is recognised.

Interests in jointly controlled entities

Joint venture arrangements that involve the establishment of a separate entity
in which venturers have joint control over the economic activity of the entity
are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled entities are
incorporated in the consolidated financial statements using the equity method
of accounting. Under the equity method, investments in jointly controlled
entities are carried in the consolidated balance sheet at cost as adjusted for
post-acquisition changes in the Group’s share of the net assets of the jointly
controlled entities, less any identified impairment loss. When the Group'’s
share of losses of a jointly controlled entity equals or exceeds its interest in
that jointly controlled entity (which includes any long-term interest that, in
substance, form part of the Group’s net investment in the jointly controlled
entity), the Group discontinues recognising its share of further losses. An
additional share of losses is provided for and a liability is recognised only to
the extent that the Group has incurred legal or constructive obligations or
made payments on behalf of that jointly controlled entity.

When a group entity transacts with a jointly controlled entity of the Group,
unrealised profits or losses are eliminated to the extent of the Group's interest
in the relevant jointly controlled entity, except to the extent that unrealised
losses provide evidence of an impairment of the asset transferred, in which
case, the full amount of losses is recognised.
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ESEB NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBEmRME

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Other intangible assets

On initial recognition, intangible assets acquired separately, other than from
business combinations, are recognised at cost. After initial recognition, other
intangible assets with indefinite useful lives are carried at cost less any
accumulated impairment loss.

Gains or losses arising from derecognition of an intangible asset are measured
as the difference between the net disposal proceeds and the carrying amount
of the asset and are recognised in the consolidated income statement when
the asset is derecognised.

Other intangible assets with indefinite useful lives are tested for impairment
annually by comparing their carrying amounts with their recoverable amounts,
irrespective of whether there is any indication that they may be impaired. If
the recoverable amount of other intangible assets is estimated to be less
than its carrying amount, the carrying amount of the other intangible assets
is reduced to its recoverable amount. An impairment loss is recognised as an
expense immediately.

When an impairment loss subsequently reverses, the carrying amount of
other intangible assets is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss
been recognised for those other intangible assets in prior years. A reversal of
an impairment loss is recognised as income immediately.

Impairment (other than goodwiill)

At each balance sheet date, the Group reviews the carrying amounts of its
assets to determine whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of an asset is estimated
to be less than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the carrying amount of
the asset is increased to the revised estimate of its recoverable amount, but
so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment loss is recognised as
income immediately.

Construction contracts

When the outcome of a construction contract can be estimated reliably,
contract costs are recognised as expenses by reference to the stage of
completion of the contract activity at the balance sheet date on the same
basis as contract revenue. When the outcome of a construction contract
cannot be estimated reliably, contract costs are recognised as expenses in
the period in which they are incurred. Variations in contract work and claims
are included to the extent that they have been agreed with the customer.
Provision is made for foreseeable losses as soon as they are anticipated by
management.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Construction contracts (continued)

Where contract costs incurred to date plus recognised profit less recognised
loss exceed progress billings, the excess is shown as amount due from a
customer for contract work. Where progress billings exceed contract costs
incurred to date plus recognised profit less recognised loss, the excess is
shown as amount due to a customer for contract work.

Revenue recognition

Revenue from a construction contracts is recognised on the percentage of
completion method, measured by reference to the value of work certified
during the year.

Project management service income and facilities management service income
are recognised when services are provided.

Dividend income from investments is recognised when the Group’s right to
receive payment has been established.

Interest income from a financial asset is accrued on a time basis, by reference
to the principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that asset’s net carrying
amount.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets i.e. assets that necessarily take a substantial
period of time to get ready for their intended use or sale, are capitalised as
part of the cost of those assets. Capitalisation of such borrowing costs ceases
when the assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted from
the borrowing costs capitalisation.

All other borrowing costs are recognised as an expense in the period in
which they are incurred.

Retirement benefit costs

Payments to defined contribution retirement benefit schemes are charged
as an expense or capitalised in contracts in progress, where appropriate,
when employees have rendered service entitling them to the contributions.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other
leases are classified as operating leases.

Rentals payable under operating leases are charged to profit or loss on a
straight line basis over the term of the relevant lease. Benefits received and
receivable as an incentive to enter into an operating lease are recognised as
a reduction of rental expense over the lease term on a straight line basis.
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70 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBEmRME

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation
Taxation represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from profit as reported in the consolidated income statement
because it excludes items of income or expense that are taxable or deductible
in other years and it further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying amounts of
assets and liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary differences and deferred
tax assets are recognised to the extent that it is probable that taxable profits
will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition (other than in
a business combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet
date and reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset is realised. Deferred tax is
charged or credited in the consolidated income statement, except when it
relates to items charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recorded in its functional currency (i.e. the currency
of the primary economic environment in which the entity operates) at the
rates of exchanges prevailing on the dates of the transactions. At each balance
sheet date, monetary items denominated in foreign currencies are retranslated
at the rates prevailing on the balance sheet date. Non-monetary items that
are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary items, and on
the translation of monetary items, are recognised in profit or loss in the
period in which they arise.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

For the purpose of presenting the consolidated financial statements, the
assets and liabilities of the Group’s foreign operations are translated into the
presentation currency of the Company (i.e. Hong Kong dollars) at the rate of
exchange prevailing at the balance sheet date, and their income and expenses
are translated at the average exchange rates for the year, unless exchange
rates fluctuate significantly during the period, in which case, the exchange
rates prevailing at the dates of the transactions are used. Exchange differences
arising, if any, are classified as a separate component of equity (the translation
reserve). Such exchange differences are recognised in profit or loss in the
period in which the foreign operation is disposed of.

Financial instruments

Financial assets and financial liabilities are recognised on the balance sheet
when a group entity becomes a party to the contractual provisions of the
instruments. Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate,
on initial recognition.

Financial assets

The Group's financial assets are classified as loans and receivables, and
available-for-sale financial assets. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or convention in
the market place. The accounting policies adopted are set out below:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. At each
balance sheet date subsequent to initial recognition, loans and receivables
(comprising deferred consideration receivable, debtors, loan receivable, loan
to a related company, amounts due from related companies/associates/jointly
controlled entities/fellow subsidiaries, pledged bank deposits, short term bank
deposits and bank balances) are carried at amortised cost using the effective
interest method, less any identified impairment loss. An impairment loss is
recognised in profit or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows discounted
at the original effective interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset’s recoverable amount can
be related objectively to an event occurring after the impairment was
recognised, subject to a restriction that the carrying amount of the asset at
the date the impairment is reversed does not exceed what the amortised
cost would have been had the impairment not been recognised.
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72 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBEmRME

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated
or not classified as financial assets at fair value through profit or loss, loans
and receivables or held-to-maturity investments. At each balance sheet date
subsequent to initial recognition, available-for-sale financial assets are
measured at fair value. Changes in fair value are recognised in equity, until
the financial asset is disposed of or is determined to be impaired, at which
time, the cumulative gain or loss previously recognised in equity is removed
from equity and recognised in profit or loss. Any impairment losses on
available-for-sale financial assets are recognised in profit or loss. Impairment
losses on available-for-sale equity investments will not reverse in profit or
loss in subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are classified
according to the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the
assets of the group entity after deducting all of its liabilities. Equity instruments
issued by the Company are recorded at the proceeds received, net of direct
issue costs.

The Group’s financial liabilities (comprising creditors, amounts due to related
companies/associates/minority shareholder/a fellow subsidiary and bank
borrowings) are measured at amortised cost, using the effective interest
method, subsequent to initial recognition.

Financial guarantee contract

A financial guarantee contract is a contract that requires the issuer to make
specified payments to reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due in accordance with the
original or modified terms of a debt instrument. A financial guarantee contract
issued by the Group and not designed as at fair value through profit or loss
is recognised initially at its fair value less transaction costs that are directly
attributable to the issue of the financial guarantee contract. Subsequent to
initial recognition, the Group measures the financial guarantee contract at
the higher of: (i) the amount determined in accordance with HKAS 37
"Provisions, Contingent Liabilities and Contingent Assets”; and (ii) the amount
initially recognised less, when appropriate, cumulative amortisation recognised
in accordance with HKAS 18 “Revenue”.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Derecognition

Financial assets are derecognised when the rights to receive cash flows from
the assets expire or, the financial assets are transferred and the Group has
transferred substantially all the risks and rewards of ownership of the financial
assets. On derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration received and the
cumulative gain or loss that had been recognised directly in equity is
recognised in profit or loss.

For financial liabilities, they are removed from the Group’s balance sheet
when, and only when, they are extinguished (i.e. when the obligation specified
in the relevant contract is discharged, cancelled or expires). The difference
between the carrying amount of the financial liability derecognised and the
consideration paid or payable is recognised in profit or loss.

Share-based payment transactions

For share options granted to employees of the Group after 7 November
2002, the fair value of services received determined by reference to the fair
value of share options granted at the grant date is expensed on a straight
line basis over the vesting period, with a corresponding increase in equity
(share options reserve). At each balance sheet date, the Group revises its
estimates of the number of share options expected to ultimately vest. The
impact of the revision of the original estimates, if any, is recognised in profit
or loss, with a corresponding adjustment to share options reserve.

At the time when the share options are exercised, the amount previously
recognised in share options reserve will be transferred to share premium.
When the share options are forfeited after the vesting date or are still not
exercised at the expiry date, the amount previously recognised in share options
reserve will be transferred to accumulated profits.
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:7[1 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBEmRME

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

4. KEY SOURCES OF ESTIMATION UNCERTAINTY
In the process of applying the Group’s accounting policies, management has
made various estimates based on past experience, expectations of the future
and other information. The key sources of estimation uncertainty that may
significantly affect the amounts recognised in the consolidated financial
statements are disclosed below:

(a) Deferred tax asset
At 31 March 2007, a deferred tax asset in relation to unused tax losses
of HK$333,982,000 has not been recognised in the Group’s balance
sheet due to unpredictability of future profit streams. In cases where the
actual future profits generated are more than expected, a deferred tax
credit would be recognised in the consolidated income statement in the
period in which the tax losses are utilised.

(b) Construction contracts

The Group recognises contract revenue and profit on a construction
contract according to the management’s estimation of the total outcome
of the project as well as the percentage of completion of construction
works. Notwithstanding that the management reviews and revises the
estimates of both contract revenue and costs for the construction contract
as the contract progresses, the actual outcome of the contract in terms
of its total revenue and costs may be higher or lower than the estimates
and this will affect the revenue and profit recognised.

5. FINANCIAL INSTRUMENTS
(a) Financial risk management objectives and policies
The risks associated with the Group’s major financial instruments and
the policies on how to mitigate these risks are set out below:

Cash flow interest rate risk

The Group’s bank borrowings and bank deposits are carried at floating
rate based on the market rates and are therefore exposed to cash flow
interest rate risk. The Group currently does not use interest rate swap to
swap its borrowings from floating rates to fixed rates as the management
believes that changes in the interest rate will not have a significant impact
on the Group’s financial position. However, management monitors closely
the interest rate exposure and will consider using interest rate swaps
should the need arise.

Currency risk

Foreign currency risk is the risk that the value of a financial instrument
will fluctuate because of changes in foreign exchange rates. However,
because group entities mainly transact in their respective functional
currencies, the exposure of the Group to foreign currency risk is
considered to be minimal.
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5. FINANCIAL INSTRUMENTS (continued)
(a) Financial risk management objectives and policies (continued)

5 £RTE (&)
(a) *REKRTEEERICE &

Credit risk
The Group’s principal financial assets are debtors, pledged bank deposits,
short term bank deposits, and bank balances.

The credit risk on pledged bank deposits, short term bank deposits and
bank balances is limited because the counterparties are banks with good
reputation.

The Group’s maximum exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge obligations by the
counterparties is in relation to:

— the carrying amount of the respective recognised financial assets as
stated in the consolidated balance sheet; and

— the amount of contingent liabilities as disclosed in note 39.

In order to minimise the credit risk, management has delegated a team
responsible for determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews regularly the recoverable
amount of each individual debtor to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the directors
of the Company consider that the Group’s credit risk is significantly
reduced.

Due to the fact that there are only a few major property developers in
Hong Kong, the Group has significant concentration of credit risk in a
few customers and significant concentration of credit risk by geographic
location in Hong Kong. In view of their credit standings, good payment
record in the past and long term relationships with the Group, the
directors of the Company consider that the Group’s credit risk is minimal.
At the balance sheet date, the outstanding balances from the five largest
customers amounted to approximately HK$541,617,000.

Liquidity risk

The objective of the Group is to maintain a balance between the continuity
of funding and the flexibility through the use of bank borrowings. In
addition, banking facilities have been put in place for general funding
purposes.

FERE
AEEzT2eREERBEER  CER
RITE - HIRITER AR TAERR -

BN SHEFHBEEEEZRIT  HEK
MIRITEH - BERTTERRRITEBRZIE
ERBAR

R YT REETEY - AEEAS Y
SEERM BRI ZBEXEERRTIER

— BAEERBRMIISCHRISREE

— ME39MEEZHAAEE -

REEEERR  AEBEEEREDRIR—/)
HEEETEEERSE  FEBRLREMEE
T2 FERBLE BB EI R SRR E 56 -
Foh - REEEERBERSERIEBRAZA]
WEHER - MR AR D 2 BURE LR E
WA - BULTE - ARREFRR/LEEZ
EERREKREREE -

BHRNEER B DBREYERRER - AEE
HREPME REB RN EAENEEET
Rk - ENRERTPEERE  BENFG
BRIFFEREBRARYEER  MARFE
ERRAEE 2 EERRMATRE - REE
B BAFPZABEERDA
541,617,000 7T ©
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5. FINANCIAL INSTRUMENTS (continued)
(b) Fair value
The fair value of the Group’s financial assets and financial liabilities, other
than available-for-sale investments, are determined in accordance with
generally accepted pricing models based on discounted cash flow analysis
using prices from observable current market transactions.

Available-for-sale investments are stated at fair value by reference to bid
prices quoted in active market.

The directors consider that the carrying amounts of the Group’s principal
financial assets and financial liabilities (including deferred consideration
receivable, debtors, loan receivable, loan to a related company, pledged
bank deposits, short term bank deposits, bank balances, creditors,
amounts due from (to) related companies/associates/jointly controlled
entities/minority shareholders/fellow subsidiaries, and bank borrowings)
recorded at amortised cost in the financial statements approximate their
fair values.

6. TURNOVER
Turnover represents the total value of contract work certified, the gross
proceeds received and receivable from project management services in
connection with contract work, and service income from facilities
management rendered by the Group during the year and is analysed as

5. €W I A&
(b) XA
BRAHEEREN  AEESREERS R
BEZATEDNEREBEZEMNTEERR 1%
ABRRMIER SERURRRSRENT

REETE °

AHHEREZEERTISHER A TET
BR o

AEEEIZSR T A (BEBIRIER
B USRS - JEER - ETRERRE
B BEMRITER  ERITER - R/1T
g ERIRAR - RN (R BB AR B
NE RIS DB, R R
REFERBITRE) RUBRERAE
HARAAIRZ BREEEE N TERE °

6. &
BEBIETNCLE 2 BEANBENREAEE
FREAWNTIZIRMIE B B 1 AR M B K FE R EY
ZARIBLBEE - LARIREREEE 2 RISMA - 5
ranr -

follows:
2007 2006
HK$'000 HK$'000
FET FET
Revenue from construction contracts BES W= 4,325,799 3,076,154
Project management service income 18 B ARG WA 9,375 26,776
Facilities management service income FHEE I RIGUA 24,155 6,946
4,359,329 3,109,876
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group’s operations are currently organised
into three operating divisions namely management contracting, project
management and facilities management. These divisions are the basis on
which the Group reports its primary segment information.

In the previous years, the Group's operations were organised into four
operating segments, namely building construction, civil engineering, project
management and facilities management. During the year, management has
reorganised the operating segments by grouping the building construction
and civil engineering segments into the management contracting segment
as a result of change in the Group’s internal organisational and management
structure. Comparative segment information has been restated accordingly.

Business segment information for the year ended 31 March 2007 is presented
below:

77

EBRIED B
KB
Ef Eﬁ’ﬁm REEZ EBBRRB D R=(EEED
DRAEEERRE - THEBELREEE o It
BF?F%ZIS%IE#&EEE/‘*BQ*%Z%—%

REFE - AREZEB D /OELED R -
DRIAETREE - £ATIE - JAR EIE&uxﬁma
B £ AEAREASEERERRBE
P EEESHLEHER  TRABETE
ERTARTRERDBEAREEED L - DERLE
ERRMmES

BE_ZTHF=A=TBHLFEZEEHH
ERZMT

Management Project Facilities
contracting management  management Others  Eliminations  Consolidated
REEE HEER RiEEE Htt HH =4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHEL FHEL FHEL FHET FHEL FHEL
TURNOVER R
External sales HIMEE 4,325,799 9,375 24,155 - - 4,359,329
Inter-segment sales AEHE 1,596 12,215 472 - (14,283) -
Total @t 4,327,395 21,590 24,627 - (14,283) 4,359,329
RESULTS ES |
Segment results NEEE 58,733 2,797 (3,008) - - 58,522
Unallocated corporate expenses AOBOERT (48,563)
Other income HeA 33,740
Finance costs REKA (7,454)
Share of results of associates BEmEARER
- an associate engaged in ——fREnE
property investment BREZBE AT - - - 71,852 - 71,852
- others —Hfth 1,299 681 - - - 1,980
Share of results of jointly BL AR S
controlled entities ES (642) - - - - (642)
Profit before taxation BRI AT A 109,435
Taxation A (8,401)
Profit for the year FERF 101,034

D EZ EHEREm ERER S (HER H2E
ZE) RETEE RFEZEFUER -

Inter-segment sales are charged at market price or, where no market price
was available, at terms determined and agreed by both parties.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued) 7. ¥EBREED I (@)
Business segments (continued) EH5 0 E ()
Management Project Facilities
contracting management  management Others  Consolidated
REER HEER RiEER Hity &E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiET FET FET TET FET
ASSETS &E
Segment assets HEEE 1,966,433 23,329 4,246 37,540 2,031,548
Interests in associates ideyNGl S 29,038 3,376 - 76,541 108,955
Interests in jointly controlled entities 3t EIHERER 1,928 - - - 1,928
Unallocated corporate assets APEBEEE 418,940
Total assets BEE 2,561,371
LIABILITIES B
Segment liabilities AHEE 1,844,278 1,845 2,265 - 1,848,388
Unallocated corporate liabilities APEGEBR 258,047
Total liabilities BefR 2,106,435
OTHER INFORMATION Htrgs
Capital additions BRER 19,418 46 1,300 2,129 22,893
Depreciation of property, plantand — #1% - #48  :& &
equipment ZHE 5,853 4 169 1,003 7,029
Loss on disposal of property, HEME - B REE

plant and equipment pd i 979 - - 3 982
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Business segments (continued)

Business segment information for the year ended 31 March 2006 is presented

7. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

7. XBREEDF (B
S San- 6]

79

BE T RFA=T-HILFEZEBDF

below: ER2H0T
Management Project Facilities
contracting management  management Others  Eliminations  Consolidated
REEE HEER RIEEE Htt 3k &e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET AR AL AR AT FAT
TURNOVER BER
External sales HIMEE 3,076,154 26,776 6,946 - - 3,109,876
Inter-segment sales AEzRHE - - 4 - (41) -
Total Bt 3,076,154 26,776 6,987 - (41) 3,109,876
RESULTS ES |
Segment results NEEE 120,209 16,049 1,593 - - 137,851
Unallocated corporate expenses AREEERT (43,178)
Other income HtA 14,571
Finance costs BEKAK (3.315)
Loss on disposal of subsidiaries HEMBARZER  (445) - - - - (4,456)
Share of results of associates BEMENTEE
- an associate engaged in ——HREnE
property investment REZBERT] - - - 629 - 629
- others —Hft 1,043 1,106 - - - 2,149
Share of results of jointly B AR EE
controlled entities £ 26 - - - - 26
Profit before taxation BR AR A& A 104,277
Taxation A (3,196)
Profit for the year FERF 101,081

Inter-segment sales are charged at market price or, where no market price

was available, at terms determined and agreed by both parties.

DB RS R ERRE (WEA H2E
ZTE) R E T E e [F) B 2 R MR

REZFEBERAF
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For the year ended 31 March 2007
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

7. EBRMED I (&)

Business segments (continued) EH5 0 E ()
Management Project Facilities
contracting management  management Others  Consolidated
REER HEER RiEER Htty &e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET FET TERT FET
ASSETS BE
Segment assets DEEE 1,414,854 45,980 3,874 35,490 1,500,198
Interests in associates Be N AR 32,366 2,564 - 4,528 39,458
Interests in jointly controlled entities  $t[F# HI# 1225 2,570 - - - 2,570
Unallocated corporate assets APELEEE 394,964
Total assets BEE 1,937,190
LIABILITIES &
Segment liabilities SHEE 1,210817 5,283 1,895 - 1,217,995
Unallocated corporate liabilities AOEEEBRE 338,951
Total liabilities Bak 1,556,946
OTHER INFORMATION Hivgs
Capital additions RS 4,820 204 174 2,055 7,253
Depreciation of property, plantand ~ ¥1% « i k& {E 2
equipment e 13,680 75 34 502 14,291

PAUL Y. ENGINEERING GROUP LIMITED
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued) 7. XBREEDF (B
Geographical segments HE 5 &
The Group's operations are located in Hong Kong, Macau and the People’s REEE 2 AR EA  RFIRAFEARHEFER
Republic of China other than Hong Kong and Macau (the “PRC"). (BAREPIBRIN) ([FRED) °
The following table provides an analysis of the Group’s turnover by eI (Tmidm, R 2 JORM) 2 AL E
geographical market, irrespective of the origin of the goods/services: LR
2007 2006
HK$'000 HK$'000
FET FHET
Hong Kong N 2,784,603 2,686,246
Macau R 1,553,975 389,050
PRC ey 20,751 34,580
4,359,329 3,109,876
The following is an analysis of the carrying amounts of segment assets and T RIEAEZMEMRE D  HoHEERE
capital additions, analysed by the geographical area in which the assets are BERERIERZ DT -
located:

Carrying amounts

of segment assets Capital additions
D REEREE BZER

2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000
FET THET FHET FHET
Hong Kong BB 1,144,773 1,151,758 19,081 7,049
Macau P 668,922 140,285 - -
PRC A 227,977 212,284 3,812 204
2,041,672 1,504,327 22,893 7,253
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8. OTHER INCOME 8. HtlA
2007 2006
HK$'000 HK$'000
FEx FHET
Bank interest income SRITHBUA 9,883 7,403
Other interest income HAbFBUA 23,483 6,993
Imputed interest income on deferred FEUGEIE B 2 hE
consideration receivable FBUA 374 175
33,740 14,571
9. FINANCE COSTS 9. BMEMAE
2007 2006
HK$'000 HK$'000
FET FHT
Borrowing costs on bank borrowings: HRITIE R BT -
wholly repayable within five years TBRAFANEHIER 10,684 6,000
not wholly repayable within five years TERAFANZHER 77 -
10,761 6,000
Less: Amount capitalised in respect of W BREREHTE
contracts in progress BER 2 HEE (3,307) (2,685)
7.454 3,315
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10. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS 10.EEREEME

(a) Directors’ emoluments (a) EEM&
The emoluments paid or payable to each of the eight (2006: seven) ENRENN G (CETRF: LR EEFE
directors are as follows: AZB&mT
Retirement
Salaries benefit Share-based
and other scheme payment
Name of directors Fees benefits  contributions expenses Total
URR 5
R BIRER ER AR
BExpg we HAt3E@ HEEER ZBx% &5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FHT FAT TAT
2007 —ETHE
James Chiu (note () IS (F7H0) 774 - - - 774
Lau Ko Yuen, Tom (note (ii)) 2R (Hati) 100 - - - 100
Mok Yat Fan, Edmond (note (iij) ~ E—1R (%13 ii) - 2,780 10 498 3,288
Lee Hon Chiu (note (i) ED (W) - 1,700 75 67 1,842
Lee Chack Fan (note (ii)) 1875 (B at(i) 500 - - - 500
lain Ferguson Bruce lain Ferguson Bruce
(note (i) (i) 550 - - - 550
Wong Wing Hoo, Billy (note (iv)) &8 (#f3(iv) - 145 135 285
Kwan Chi Ping, Edgar (note () AT (1Fw) - 1,548 244 1,798
1,924 6,173 96 944 9,137
2006 —EERE
James Chiu (note (i) IR (Ha) - - - - -
Lau Ko Yuen, Tom (note (ii)) 2R (Hati) - - - - -
Lee Hon Chiu (note (i) ED (W) - 1,750 75 27 1,852
Lee Chack Fan (note (i) FIes5 (W) 300 - - - 300
lain Ferguson Bruce lain Ferguson Bruce
(note (i) (i) 300 - - - 300
Ronald James Blake (note (vi) E1a%t (FEwi) 600 - - - 600
Wong Wing Hoo, Billy (note (iv)) X (Kfi(v) - 2,737 54 54 2,845
1,200 4,487 129 81 5,897

Notes:

(i)  Appointed on 17 March 2006. ETNF=ATEREEZE -

(i) Appointed on 17 January 2005. iy R=ZZEZTRGF—A+EHAEEE-

(iii)y Appointed on 1 June 2006. (i) RZTTRFENA—AEERE-

(iv) Appointed on 17 January 2005 and resigned on 30 April 2006. (iv) R=ZZRF—A+HHERT  TRZZTTRF

WA=+ HEHT -

(v) Appointed on 1 June 2006 and resigned on 6 December 2006. v) RZZETXRFEANA—BHEZET IR_ZTT F+
ZRASNHEHE -

(vi) Appointed on 17 January 2005 and resigned on 17 March 2006. (Vi) REZZRF—AHHEHEZRE  WHRZZZRF
=A+tBEHE-
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10. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS (continued)
(b) Employees’ emoluments
The five highest paid individuals in the Group for the year included three
directors (2006: two directors) of the Company, details of whose
emoluments as directors are set out in note 10(a) above.

10. EEREEME (B
(b) EEME
REERARFERUZRSHABBREARRT
—REZE(CETNE  BMEER) ZFA
Tz B2 BN EXXHIEE10@) ©

BTIMA (ZTRTNF - =) &RSFMAL
(BAEEEER) z@BemT

The aggregate emoluments of the remaining two (2006: three) highest
paid individuals, who are employees of the Group are as follows:

2007 2006

HK$'000 HK$'000

FET FAET

Salaries and other benefits i R E AR 3,360 5,482
Discretionary bonus BEFEAL 185 990
Retirement benefit scheme contributions RIREFET B 93 147
Share-based payment expenses LARR D AETEA 2 B - 21
3,638 6,640

Their emoluments were within the following bands:

HEMZ AT

Number of employees
BEAH
2007 2006

HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000

1,500,001/ 722,000,000/ 7T 2
2,000,001 7T %2,500,0007% 7T -
2,500,001 7T % 3,000,000/ 7T -

FA - ARETEARURSHAS (BIEES)
SIS IAERIIARE B SR IARE B 2
5RE) - SEAEERREE - M FABEERNE

During the year, no emoluments were paid by the Group to the five
highest paid individuals, including directors, as an inducement to join or

upon joining the Group or as compensation for loss of office. In addition,
none of the directors has waived any emoluments during the year.

EREEABE -
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11. PROFIT BEFORE TAXATION

11, BRFL A& F

35

2007 2006
HK$'000 HK$'000
FET FHET
Profit before taxation has been arrived at BREALRFE
after charging: kR
Release of prepaid land lease payments EETEMN TR E R 575 575
Auditor’s remuneration ZE AN S 3,527 2,732
Depreciation of property, plant and equipment M - WM RREZITE
(note (a) below) (FxXKiz#@a) 7,029 14,291
Operating lease rentals (note (b) below) CEROE S (FXHED) 11,695 11,468
Staff costs (note (c) below) BT H (FxXHaEc) 103,824 92,134
Loss on disposal of investments held-for-trading HEREEEIRE 2B - 3,951
Loss on disposal of property, plant and equipment &S Y13 - Haw N R & 2 B8 982 -
Net exchange loss RN Spi=be R - 184
Share of taxation of associates (included in share B REE R AR 2 BIE (B
of results of associates) BRI A RIER) 16,314 217
and after crediting: WEETA -
Gain on disposal of property, plant and equipment &Y - Hi K R85 2 Wz - 21,057
Notes: Bz -
2007 2006
HK$'000 HK$'000
Fia5 FHR
(a) Depreciation of property, plant and equipment: (@) M - BWRBREINE -
Owned assets BEEE 8,520 18,397
Less: Amount capitalised in respect of contracts W BREREHTIIRER
in progress ZHE (1,491) (4,106)
7,029 14,291
(b) Operating lease rentals in respect of: (b) #EEMRLNES :
Premises L/E S 11,476 10,544
Plant and machinery BRAR S 10,926 24,413
22,402 34,957
Less: Amount capitalised in respect of contracts B BREESHTIRER
in progress pd ¢ (10,707) (23,489)
11,695 11,468
REZEEBER AT 2007 ik
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11. PROFIT BEFORE TAXATION (continued)

1. BRBUATER ()

2007 2006
HK$'000 HK$'000
FHET FAT
(c) Staff costs: (0 BIXH:
Directors’ emoluments (note 10) FE2ME (Hat10) 9,137 5,897
Other staff costs: HMhETZH -
Salaries and other benefits B & H At iR 288,611 230,463
Retirement benefit scheme contributions, RREFFT IR FOBRE UL
net of forfeited contributions of HK$ 1,808,000 31,808,000/ 7T (ZZZ/N4F ¢
(2006: HK$2,818,000) 2,818,000%7T) ) 8,737 6,574
Share-based payment expenses LARR 7 B ERR R 2 144 56
306,629 242,990
Less: Amount capitalised in respect of contracts W BRERAHNTIRERZ
in progress i (202,805) (150,856)
103,824 92,134
12. TAXATION 12. B8
2007 2006
HK$'000 HK$'000
FET FAExT
The charge comprises: IBZ HB4E
Current tax: ZREARRIE -
Hong Kong Profits Tax BEFISH 125 4,101
Overseas tax TEINRIE 9,109 3,332
9,234 7,433
Overprovision in prior years: BTFE SR
Hong Kong Profits Tax BEFISH (268) (2,926)
Overseas tax TBINRIE (565) =
(833) (2,926)
Deferred taxation (note 32) IRIERIR (B75#32) - (1,311)
Taxation attributable to the Company and RAT REMBA R E
its subsidiaries I8 8,401 3,196

Hong Kong Profits Tax is calculated at 17.5% (2006: 17.5%) of the estimated

assessable profits for the year.

Overseas taxation is calculated at the rates prevailing in the respective

jurisdictions.

PAUL Y. ENGINEERING GROUP LIMITED
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12. TAXATION (continued)

37

12. BiE (&)

RERE 2 BIAS HhBE S WSR2 BRI AT

The taxation charge for the year can be reconciled to the profit before taxation
per the consolidated income statement as follows:

MZEERIMT

2007 2006
HK$'000 HK$'000
FEx FHET
Profit before taxation FR A AR 109,435 104,277
Tax at Hong Kong Profits Tax rate REBFISBIRE .ﬁ'ﬁZWﬁ 19,151 18,248
Tax effect of share of results of associates/jointly BT AT R
controlled entities %,%fzm%;%;; (12,808) (490)
Tax effect of expenses not deductible for R E AT HRAS 2
tax purpose B2 6,297 2,735
Tax effect of income not taxable for tax purpose R EEARTIRAZ RIS (3,309) (9,074)
Tax effect of deductible temporary difference RIERAIHR S R 58 2 B
not recognised 2E 1,471 1,725
Tax effect of utilisation of deductible temporary B) A S ATARFERR 2 A HR B
difference previously not recognised ER B E (240) (9,155)
Tax effect of tax losses not recognised RIERB IS BB BGE 7,571 9,190
Tax effect of utilisation of tax losses previously B ST R AR FER T S 18 2
not recognised Dbk (6,635) (9,664)
Tax effect of different tax rates of subsidiaries mﬁfﬁﬁii%@%&%%fﬂizmg
operating in other jurisdictions RAZTAEBE 2 BT E (2,264) 2,607
Overprovision in prior years BEFE TR (833) (2,926)
Taxation charge for the year FEZHIEBEZH 8,401 3,196
Details of the deferred taxation are set out in note 32. IRAERITE 2 FEIG S R IEE32 ©
REFEFXEEFRAT 2007 F#
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13. DISTRIBUTIONS 13. Bk
2007 2006
HK$'000 HK$'000
FET FHET
Dividends recognised as distributions to RENERBRRNAT 2w
equity holders of the Company during the FEADIKZRE
current year:
Interim dividend paid for 2007 — 3.5 HK cents BER_ZETLFHHRE —FK
(2006: 3.0 HK cents) per share 3.5 B (ZTZREF 3.0 581 20,395 17,391
Final dividend paid for 2006 — 5.0 HK cents BER_ZETNERARE —FK
(2005: 6.0 HK cents) per share 5.0 B (ZZTZTRF « 6.0/4L) 29,098 34,602
49,493 51,993
Dividends proposed: BORAR S
Final dividend proposed for 2007 - 5.5 HK cents Bk —_ETFRPKRE -8R
(2006: 5.0 HK cents) per share 5.5l (ZZTZ /54 5.0%(1) 32,428 29,098
Of the dividends paid during the year, approximately HK$638,000 (2006: FNFTIKRL B £)8638,0008 7T (ZTZ X
HK$1,784,000) and HK$4,834,000 (2006: HK$1,529,000) were settled in 1,784,000/ 7T) 24,834,000/ 7T (ZZTZ/<F ¢
shares under the Company’s scrip dividend schemes announced by the 1,529,000/ 7T) DIRIBEARRESEH RN _TZ
directors of the Company on 7 July 2006 and 14 December 2006, respectively NFEtATERZZEEAF+ZA+HEBERAMZ
and were credited to the accumulated profits of the Company during the RRATARKRBFTEIARRGS 17 o HFEEREF
year. ABAR R B ZEm A o
The amount of the final dividend proposed for the year ended 31 March HE-TTLHF=A=1+—HIFEEZ2UR
2007, which will be in scrip form with a cash option, has been calculated by REERBSBEE Y REREHHH2RAF
reference to the 589,599,109 issued shares as at the date of this report. R HHA589,599, 1098 B B/ TR (A FTHE -
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14. EARNINGS PER SHARE 14. 2R ER
The calculation of the basic and diluted earnings per share attributable to RRATERSE ARG 2 BIRER R EE &7 )
the equity holders of the Company is based on the following data: BB T OISR E -
2007 2006
HK$'000 HK$'000
FEx FHET
Profit for the year attributable to equity holders ATHEREAREERF 2
of the Company and earnings for the purposes AT ERTEE ARG
of basic and diluted earnings per share FERF 112,621 100,902
Number Number
of shares of shares
BRBEHE ier 4]
Weighted average number of ordinary shares SEEREARRT 2 LR
for the purposes of basic earnings per share hnEFIa 583,110,679 578,268,286
Effect of dilutive potential ordinary shares: HEaRke BEEHETE -
Share options e 612,936 129,624
Weighted average number of ordinary shares for SEEREERT 2 TR
the purposes of diluted earnings per share IniETFaE 583,723,615 578,397,910
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For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

15. PROPERTY, PLANT AND EQUIPMENT

15. Y13 ~ MR RE
Furniture,
fixtures and

Plant and Motor  computer
Buildings  machinery vehicles equipment Total
HE -
HER
BF  RERER RE BIRE b
HK$'000 HK$’'000 HK$'000 HK$’'000 HK$'000
FET FHET FET FHET FET
COST s
At 1 April 2005 RZZERFHA—H 739 383,964 21,455 58,895 465,053
Translation adjustment Rk 20 - 9 11 40
On acquisition of subsidiaries Y& & 2 A - - 111 111
Additions nE - 4,447 955 1,740 7,142
Disposals HeE - (309,615) (5,040) (3,692) (318,347)
Eliminated on disposal HENBARIE
of subsidiaries 434 - (23,667) (286) (23,225) (47,178)
At 31 March 2006 REZEEZRF=ZA=1+—H 759 55,129 17,093 33,840 106,821
Translation adjustment Rk 32 1 14 20 67
Additions NE - 13,062 5,071 4,760 22,893
Disposals HE (791) (9,106) (1,549) (912) (12,358)
At 31 March 2007 WoZZEZLF=A=1+—H - 59,086 20,629 37,708 117,423
DEPRECIATION e
At 1 April 2005 RZZZERFHA—H 171 322,591 18,921 37,939 379,622
Translation adjustment Rk 2 1 5 8
Provided for the year REEHEME 22 13,833 841 3,701 18,397
Eliminated on disposals HE R E - (280,813) (5,035) (3,453)  (289,301)
Eliminated on disposal HENBARIE
of subsidiaries 184 - (15,500) 91) (9,151) (24,742)
At 31 March 2006 RZZTRF=ZA=+—H 195 40,111 14,637 29,041 83,984
Translation adjustment e 5 AR 9 - 7 12 28
Provided for the year REEHEWE 19 5,076 983 2,442 8,520
Eliminated on disposals e 18 g (223) (8,051) (1,201) (824) (10,299)
At 31 March 2007 RZZTEF=A=+—H = 37,136 14,426 30,671 82,233
CARRYING VALUES BREE
At 31 March 2007 RZZTEF=A=+—H = 21,950 6,203 7,037 35,190
At 31 March 2006 RZEZT =A=+—H 564 15,018 2,456 4,799 22,837

The buildings were held under medium-term land use rights in the PRC.

PAUL Y. ENGINEERING GROUP LIMITED

ANNUAL REPORT 2007
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15.

16.

PROPERTY, PLANT AND EQUIPMENT (continued)
The above items of property, plant and equipment are depreciated on a
straight line basis at the following rates per annum:

Buildings Over the lease term or fifty years, whichever is
shorter

Plant and machinery 10%

Motor vehicles 20%

Furniture and fixtures 20%

Computer equipment 33',%

PREPAID LAND LEASE PAYMENTS

The Group’s prepaid land lease payments represent leasehold interest in land
in Hong Kong held under medium-term leases and are analysed for reporting
purposes as follows:

15.

16.

91

Y - MR RE (&)
Pt - WWMRRE D ABERETEF RN
T

gF MR TF - ABREE
BEIS 3i 10%

AE 20%

REREE 20%

BN 331/,%
ST A ERIE

REE 7 BN LA EFUREL N EE 2 hHHE
WL HEMEOMANAT

2007 2006
HK$'000 HK$'000
FHxT FiBT
Non-current assets IERBNEE 22,561 23,136
Current assets MENVEE 575 575
23,136 23,711

REZEEEERAA] 2007 F#



17

18.

PAUL Y. ENGINEERING GROUP LIMITED

92 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBEmRME

For the year ended 31 March 2007

HRE-ETLE=A=1—ALFE

.GOODWILL 17. 558
HK$'000
FET
COST RAME
At 1 April 2005 RZZEZRFMNA—A 320,432
Write off b6z (258,786)
At 31 March 2006 and 31 March 2007 RZTERNF=ZA=+—RAR=ZFTZTLF=A=+—H 61,646
AMORTISATION AND IMPAIRMENT B RREE
At 1 April 2005 RZZEZRFMNA—A 258,786
Eliminated on write off 5 R 3 8 (258,786)
At 31 March 2006 and 31 March 2007 RZTERNF=ZA=+—RAR=ZFTZTLF=-A=+—H -
CARRYING VALUES REE
At 31 March 2007 R_ZEZEF=A=1+—H 61,646
At 31 March 2006 RZTERF=A=1+—H 61,646

For the purpose of impairment testing, the carrying amount of goodwill at
31 March 2007 has been allocated to the management contracting cash

generating unit ("CGU").

The recoverable amount of the above CGU has been determined based on

value in use calculations. The Group prepares cash flow forecasts derived

from the most recent financial budgets approved by management for the
next two years and extrapolates cash flows for the following five years with
a steady growth rate of 5%. The rate used to discount the forecast cash
flows is 8%. The value in use calculations is calculated based on the budgeted
gross margin, which is determined using the unit's past performance and

management’s expectations for the market development.

OTHER INTANGIBLE ASSETS

ARERHZBH R
ZHERAECBEAREEEEEHSEN -

—EEHF=A=+—H

Eiﬁﬁ@ﬁzﬁfﬂkﬁ{%ﬁ%ﬁﬂ%ﬁéﬁﬁﬁﬁEF'{E

o AREE lFﬁ%ﬁ%&Zfﬁi\ﬁi‘E“ﬁﬂﬂﬂi BEE

/\EFL%T&TK*IF@?Z%& BE - WIARE
BERSKEERKRAF2REIME - MLARR
&) ﬁ‘ﬁiimZttI BlA8% - AT EMBEIIRE
HEMNEGFE - MEEENRAIRZELN 2 BE
RENEBABHMSERZPEMETE °

18. Hftt B & E

2007 2006
HK$'000 HK$'000
FExT FHIT

Other intangible assets comprise: HihE\EAERRE
Club membership in Hong Kong, at cost BAZEMEHE  RNAE 7,000 7,000
Motor vehicles registration marks, at cost B R RAS - RKAE 240 355
7.240 7,355

The above intangible assets have indefinite useful lives. The directors are of
the opinion that the club membership and motor vehicles registration marks
worth at least their carrying amounts by reference to latest market prices.

ANNUAL REPORT 2007
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19. INTERESTS IN ASSOCIATES 10. & N ERER
2007 2006
HK$'000 HK$'000
FHET FHET
Cost of unlisted investments in associates I A FIZE LB HIEE 2 A 34,373 34,212
Share of post-acquisition reserves, net of BRI R R - MBREUER
dividends received [ 8 74,582 5,246
108,955 39,458
The combined summarised financial information in respect of the Group’s NEEHE A B 2 BEAE IS EREES &
associates is set out below: N
2007 2006
HK$'000 HK$'000
FET FET
Total assets BEE 343,070 200,283
Total liabilities wamE (94,349) (90,632)
Net assets BEFAE 248,721 109,651
Group’s share of net assets of associates AEEEEHEAREEFE 108,955 39,458
Turnover e 26,513 35,435
Profit for the year FE A 147,994 6,118
Group’s share of profit of associates for the year AR EEERE A R 2 A 73,832 2,778
Particulars of the Group’s principal associates at 31 March 2007 are set out AEBESEFEBRENFTN _ET+F=A=+—
in note 44. B2 B TIR M 44 -

REZEZEEERAF | 2007 3R
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20. INTERESTS IN JOINTLY CONTROLLED ENTITIES 20. HEEZEFIBEER
2007 2006
HK$'000 HK$'000
FHET FAxT
Cost of unlisted investments in jointly HEIEFIMEIE EMES
controlled entities & 2 A - -
Share of post-acquisition reserves, net of BEUEERE - Nk
dividends received BUEAE B 1,928 2,570
1,928 2,570
The combined summarised financial information in respect of the Group’s REE LRI G 2 HEA TS AR ES
jointly controlled entities is set out below: Eg/ (N
2007 2006
HK$'000 HK$'000
FHET FHET
Total current assets BRENE E 11,437 9,607
Total current liabilities FENTEE=E = (7,580) (4,466)
Net assets BEFE 3,857 5,141
Group’s share of net assets of jointly controlled AR G 2R R
entities BEFE 1,928 2,570
Turnover ] 7,798 5,481
(Loss) profit for the year F 2 (B18) & A (1,283) 62

Group’s share of (loss) profit of jointly controlled ARG A SR S

entities (E518) 2 A (642) 26

Particulars of the Group’s principal jointly controlled entity at 31 March 2007 REEEHEITHBERN ST+ F=A=1—
are set out in note 44. HZ s BE IR M sE44 o
21. AVAILABLE-FOR-SALE INVESTMENTS 21. A HENRE

2007 2006

HK$'000 HK$'000

T FHT

Equity securities listed in Hong Kong, at fair value ~ &8 iz BAES - IR AFE 732 1,064

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007



22.

23.

DEFERRED CONSIDERATION RECEIVABLE

As part of the consideration for the disposal of the subsidiaries as set out in
note 36, a deferred consideration of HK$15,000,000 will be settled in cash
by the purchaser under four annual installments commencing from 30
October 2006. The fair value of the deferred consideration at date of initial
recognition is determined based on the estimated future cash flows
discounted at 3% per annum. The amount is unsecured and interest free.
The carrying amounts are analysed for reporting purposes as follows:

95

22 EWCEZERE

TERMTFE36PTE L EMBARREZ —80 - &
LR {E15,000,000/8 TR EH B ZTTRF+
A=+RBRESOHMNARSES o BIERER
VIHHER B2 R ERATTARRIR SRR E X
3%RERMETE - BRFBDAEERELE -
HEHRB OO ZEREENT

2007 2006

HK$'000 HK$'000

FET FAET

Non-current assets SERENEE 6,597 10,223
Current assets (included in debtors, MEVEE (BEFT ABUEREK -

deposits and prepayments) 7@ RIBFFIR) 3,932 3,932

10,529 14,155

AMOUNTS DUE FROM (TO) CUSTOMERS FOR CONTRACT
WORKS

23. Bl () BEFEHNIERE

2007 2006
HK$'000 HK$'000
FHxT FHET
Contracts in progress at the balance sheet date: RHEERZERETE
Contract costs incurred to date REEXHCIRER 43,566,229 42,500,091
Recognised profits less recognised losses KRR M A FESR B 18 1,217,200 1,052,894
44,783,429 43,552,985
Less: Progress billings B EENR (45,598,340) (43,819,221)
(814,911) (266,236)
Represented by: HhBeg
Amounts due from customers for contract works EREFEHITIENIEA 223,637 163,379
Amounts due to customers for contract works EREFPEHIIENIEA (1,038,548) (429,615)
(814,911) (266,236)

REZEEEERAF 2007 F#§
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24. DEBTORS, DEPOSITS AND PREPAYMENTS 24, FRWRR ~ AT ERANKIA
The Group’s credit terms for its contracting business are negotiated at terms REBEABEB 2 EEHEE ST PERN

determined and agreed with its trade customers. KETA -
Included in debtors, deposits and prepayments are trade debtors of EWER e RBENKREBLF AL

approximately HK$965,269,000 (2006: HK$572,694,000) and their aged 965,269,000/ 7T (ZZZ /<4 : 572,694,000/

analysis is as follows: T0) Z FEWE SRR - AR ITAT
2007 2006
HK$'000 HK$'000
FTHERT FET
Within 90 days 90HR K 900,749 504,501
More than 90 days and within 180 days BiBI0HEMR180H A 15,521 13,703
More than 180 days Bi3180H 48,999 54,490
965,269 572,694

Eé:%%tizﬂ =+—8  Bit ABRKEK
CHERBEANRERZENIRERFEEZ
f%l%iﬁﬁmw 403,000 (ZTTRF -
396,066,000787T) + HA#239,707,000 7T (=
TERF ¢ 151,168, ooo,%ru)ﬁﬁ;@m\%ztat
Bet+—EAEESSK

At 31 March 2007, retentions held by customers for contract works
amounting to approximately HK$477,403,000 (2006: HK$396,066,000) were
included in debtors, deposits and prepayments, of which approximately
HK$239,707,000 (2006: HK$151,168,000) are expected to be recovered or
settled after more than twelve months from the balance sheet date.

rl:l/ﬁ °

FARKER FTERBEMNKXREZH
176,753,000/ 7T (ZFF /X4  148,699,000/%

Included in debtors, deposits and prepayments is an amount of approximately
HK$176,753,000 (2006: HK$148,699,000) which carries interest at 14.4%

per annum (2006: 13.6%) and secured by properties interest in the PRC. ) LAFEFIE14.4% (ZFTNF £ 13.6%) 5F
LA B B R A R o
25. AMOUNTS DUE FROM (TO) RELATED COMPANIES 25. B (1Y) BE L BFE
Due from Due to
W B
2007 2006 2007 2006
HK$°000 HK$'000 HK$'000 HK$'000
FTET FHET FET FHET
Associate of ITC Corporation ERCEBRAR (B
Limited (“ITC") Pl NG| 8 331 2,906 -
ITC and its subsidiaries EREERANBARR 318 150 - =
Associate of PYI PYIZ Bt A A - 1,515 - -
Parona Limited Parona Limited 106 75 - -
432 2,071 2,906 -

ITC is a substantial shareholder of PYI. Parona Limited is a shareholder of an
associate, in which certain close family members of a director of PYI have an

interest.

The amounts are unsecured, interest free and repayable on demand.

PAUL Y. ENGINEERING GROUP LIMITED
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25.

26.

27.

28.

97

AMOUNTS DUE FROM (TO) RELATED COMPANIES (continued) 25. eI (1) BE A R FUE ()
The aged analysis is as follows: BREQOITIATE -
Due from Due to
PR PEfS
2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000
FET FAT FET FHT
Within 90 days 90H A 18 72 822 -
More than 90 days and bl O] =EIENS
within 180 days 1808 K 72 - 289 -
More than 180 days HRiE180H 342 1,999 1,795 -
432 2,071 2,906 -
AMOUNTS DUE FROM (TO) ASSOCIATES/JOINTLY  26. UK () Bk& AT HEZEHEE BER
CONTROLLED ENTITIES/FELLOW SUBSIDIARIES/MINORITY MEAT, DERRNRIE
SHAREHOLDERS
The amounts are unsecured, interest free and repayable on demand. BRARIEAEEM  RERENERFER -
The aged analysis is as follows: BREQOITZAT -
Due from Due to
R PEfS
2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FHET FHT
Within 90 days 90H A 11,587 12,254 600 18,770
More than 90 days and bl O] ==
within 180 days 1808 257 23,462 428 -
More than 180 days #Bi3180H 45,763 9,818 1,414 1,642
57,607 45,534 2,442 20,412
LOAN RECEIVABLE 27. EWWE K
The amount is receivable from a shareholder of an associate of the Group BRIFAARIRASE e AR ERE 2K
and is secured by shares in the associate held by the shareholder, interest T8 - FRIEURR R XS N Rl i A 2 IR 1R
free and repayable on demand. . RREIWARERFER -
LOAN TO A RELATED COMPANY 28. ETRENTZENR
The amount represents loan to Parona Limited. The loan is secured by shares BRAZIENREXE FParona LimitedZ2 E - 5
in the associate held by Parona Limited, interest free and repayable on B AParona Limited A& B & A B FTIF A 2 IR
demand. MIEER - REEWENBEREFER -

REZEZEEERAF | 2007 3R
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29.

30.

PAUL Y. ENGINEERING GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBEmRME

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

PLEDGED BANK DEPOSITS, SHORT TERM BANK DEPOSITS AND
BANK BALANCES

The pledged bank deposits represent deposits pledged to banks to secure
general banking facilities granted to the Group with maturity within one
year from the balance sheet date and are therefore classified as current assets.

The pledged bank deposits and short term bank deposits with maturity date
of less than three months carry floating interest rates ranging from 2.5% to
4.5% (2006: 3.1% to 4.4%) per annum. The bank balances carry prevailing
market rate ranging from Nil to 2.75% (2006: Nil to 3.1%) per annum.

CREDITORS AND ACCRUED EXPENSES

Included in creditors and accrued expenses are trade creditors of approximately
HK$343,690,000 (2006: HK$347,160,000) and their aged analysis is as
follows:

29.

30.

SIEARITER - EHRTERRRTE
153

BHEMIRIT IR RERE TAREE 2 —RIRTT
EEMEMTRITZEN DA REERRE—
FA - AfMEIERBEE

DR ITERAREIM A DR =@ B 2 EHIRTT
FERSEER25%24.5% (ZTZTNF
3.1%E4.4%) ZIFEFER o RITHEBHITIRT
TIBMEGERTELT5% (CBENF : BF
3.1%) °

BRI R ERX
e BR BN I FE AT S B 5T A 49343,690,000/8 70
(ZZT N4 © 347,160,000 7T) 2 FENT E 5 88
;o MEREAWMWT

2007 2006

HK$'000 HK$'000

FET FET

Within 90 days 90HA K 325,921 312,038
More than 90 days and b eI lO=RIENS

within 180 days 180K 4,184 22,037

More than 180 days HiE180H 13,585 13,085

343,690 347,160

At 31 March 2007, retentions held by the Group for contract works
amounting to approximately HK$319,098,000 (2006: HK$297,869,000) were
included in creditors and accrued expenses, of which approximately
HK$102,719,000 (2006: HK$80,174,000) are expected to be paid or settled
after more than twelve months from the balance sheet date.

ANNUAL REPORT 2007
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31. BANK BORROWINGS 31. RATERK

2007 2006
HK$'000 HK$'000
FHET FET
Bank borrowings comprise: RITIEREIE
Bank loans RITER 205,473 292,304
Bank overdrafts RITIBEZ 20,432 -
225,905 292,304
Analysed as: DR
Secured BHHER 97,493 222,604
Unsecured R 128,412 69,700
225,905 292,304
The bank borrowings are repayable as follows: RITERZERBHRIMAT
2007 2006
HK$'000 HK$'000
FHET FHET
Within one year or on demand —FREHimAEE 174,407 142,304
More than one year, but not exceeding two years BB —F * B NBBARF 45,551 22,000
More than two years, but not exceeding five years BT - B NBBARF 4,654 128,000
More than five years BBRAF 1,293 -
225,905 292,304
Less: Amount due within one year or on demand W —ERIIESIRmAEER
shown under current liabilities FIERE B EZ IR (174,407) (142,304)
Amount due after one year —F &5 H 2 FRIE 51,498 150,000
The Group’s bank borrowings carry floating-rate interest ranging from 4.67 % REBZRITERLFBAESE - £EH
t0 7.75% (2006: 5.02% to 6.56%) per annum. 4.67%%E7.75% (ZEZTRF :5.02% =

The bank loans are secured by the Group’s bank deposits of approximately
HK$42,601,000 (2006: HK$76,122,000), property, plant and equipment with
carrying value of approximately HK$10,411,000 (2006: Nil) and charges over
the Group’s benefit from certain construction contracts.

SRITERTIUAARER ZRITFER
JTL(ZZTZT/RF 1 76,122,000 7T) -
10 411,000 7T (=ZF

6.56%) ©

42,601,000/

BRI EAY

TRE B ZWE H#

REARAEEE TEESNELEZNE

(TG

REZFEBERAF
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32. DEFERRED TAXATION 32 IEERIE
The following are the major deferred tax (assets) liabilities recognised and RAFERUAFEEHERZ FBREHE (&
movements thereon during the current and prior years: BE)BEUREAZESHNT -
Recognition
Accelerated of
tax Tax  contracting
depreciation losses income Total
hniE AHIR
BB BIEEE AR At
HK$’'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
At 1 April 2005 N-EERFEMA—A 10,663 (5,035) 4,317) 1,311
On acquisition of subsidiaries Uk BE BT B A R) 52 (52) - -
(Credit) charge to consolidated RErE R GEA)
income statement BA]153 (5,484) 1,712 2,461 (1,311)
On disposal of subsidiaries HENB AR (1,418) 1,418 - -
At 31 March 2006 R-ZERE=ZA=1+—H 3,813 (1,957) (1,856) -
(Credit) charge to consolidated RErE R GEA)
income statement BA]153 1,377 (2,146) 769 -
At 31 March 2007 R-ZE+FE=A=+—H 5,190 (4,103) (1,087) -
For the purpose of balance sheet presentation, the above deferred tax assets RAEBEEEARREY  LBEEHEEAERS
and liabilities have been offset. B2 T -
At 31 March 2007, the Group had unused tax losses of approximately RZZZLF=A=1T—H AEEERHHF
HK$601,024,000 (2006: HK$709,112,000) available for offset against future HEHE#601,024,0008 T (ZEFAF -
taxable profits. A deferred tax asset has been recognised in respect of 709,112,0007%7T) A] FA LA SHAR SR FERR BB A ©
approximately HK$23,444,000 (2006: HK$11,182,000) of such losses. No Ft LA E B B ERRIRIE B IE & E 423,444,000
deferred tax asset in respect of the remaining tax losses has been recognised TL(ZFZRF 1 11,182,00087T) © HIAKAE
due to the unpredictability of future profit streams. The unused tax losses EARTEFIOR + AR R g 1E
may be carried forward indefinitely. RIRIERIIEAE - ABAHISEEN TERH
i

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007
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33.SHARE CAPITAL 33. ®jA&
Number of
shares Amount
REBEE N
HK$'000
FHET
Ordinary shares of HK$0.50 each: HRRE{EO0.50/4 T2 Lk
Authorised: ERE
At 1 April 2005, 31 March 2006 and RZZZRFMNA—R -
31 March 2007 —EERFZA=1+—HK
—EE+F=ZA=+—H 1,000,000,000 500,000
Issued and fully paid: BRITRHR :
At 1 April 2005 RZZETERFHA—H 576,699,394 288,350
Issue of new shares pursuant to scrip dividend RIBE AR ST 88T
schemes I 5,259,385 2,629
At 31 March 2006 R-ZEXF=A=1+—H 581,958,779 290,979
Issue of new shares pursuant to scrip dividend RIBE AR ST 88T
schemes I 6,140,330 3,071
Issue of new shares under share option scheme IRPERE AR AT BB TR AR 1,500,000 750
At 31 March 2007 R-ZZELF=A=+—H 589,599,109 294,800

During the year, the following changes in the Company’s share capital took
place:

(@) Pursuant to the scrip dividend schemes which were announced by the
Company on 7 July 2006 and 14 December 2006, the Company issued
746,600 (2006: 3,013,468) and 5,393,730 (2006: 2,245,917) new
ordinary shares of HK$0.50 each in the Company on 16 October 2006
and 6 February 2007 to shareholders who elected to receive scrip
dividends in respect of the final dividend for the year ended 31 March
2006 and the interim dividend for the six months ended 30 September
2006, respectively.

(b) On 29 March 2007, the Company issued 1,500,000 new ordinary shares
of HK$0.50 each in the Company at an exercise price of HK$1.00 upon
the exercise of share options of the Company.

All the new ordinary shares issued by the Company during both years ranked
pari passu with the then existing shares of the Company in all respects.

R ARARABAATES :

) BEARRR_ZETZNFLALAR=ZT

NE+ZATHBAHZ AR EETE ZJS
NADRIR—_ZEERF+A+NBEER-ZZT
& = A/NHE97746,6000 (T T4 ¢
3,013,4680%) §5,393,7300% (Z T T /N4 ¢
2,245,917/%) FAREE0.508 7T 2 AN A &
TER T ERBRBRNARBHEZE=SZ S
FZA=+—BIEFERERE  kEEZ
TERNFNA=FTHILENEAFHERE Z
BRER -

ZETHF=-A=F+ N8 AARRATTEAR
NEIEREMZITEET .00 BT
1,500,000 8 & AR EI{EO0.508 7T 2 AN A BIFT
LAY o

ZMEFERAR R R T Z AR S BRAES Ty

ZAVN

AERT A RN ABRM
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBEmRME

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

34. SHARE-BASED PAYMENT TRANSACTIONS
(a) Share option scheme of the Company

PAUL Y. ENGINEERING GROUP LIMITED

On 7 September 2005, the Company adopted a share option scheme
(the “Scheme”) for the purpose of providing incentive or reward to any
employees, executives or directors of the Group or any invested entity
and any consultant, adviser or agent of any member of the Group or
any invested entity, who have contributed or will contribute to the growth
and development of the Group or any invested entity (“Eligible Person”).
The Scheme will remain in force for a period of ten years from that date.

Under the Scheme, the directors of the Company may at their discretion
grant options to any Eligible Person to subscribe for shares in the
Company. Consideration to be paid on each grant of option is HK$1.00.
The directors of the Company may at their discretion determine the
specific exercise period which should expire in any event no later than
ten years from date of adoption of the Scheme. The exercise price is
determined by the directors of the Company and will be at least the
higher of: (i) the subscription price as is permissible under the Rules
Governing the Listing of Securities on the Hong Kong Stock Exchange
(“Listing Rules”) from time to time; and (ii) the nominal value of the
shares of the Company.

The maximum number of shares that may initially be issued upon the
exercise of all options to be granted under the Scheme and any other
share option scheme(s) adopted by the Company must not in aggregate
exceed 10% of the total number of issued shares of the Company as at
its adoption date, i.e. 57,669,939 shares of the Company. Subject to
the approval of the shareholders of the Company in general meeting,
the limit may be refreshed to 10% of the total number of shares of the
Company in issue as at the date of approval by the shareholders of the
Company in general meeting. Notwithstanding the forgoing, the
maximum number of shares of the Company which may be issued upon
exercise of all outstanding options granted and yet to be exercised under
the Scheme and any other share option scheme(s) of the Company must
not in aggregate exceed 30% of the total number of shares of the
Company in issue from time to time. Pursuant to an ordinary resolution
passed at the Company’s annual general meeting held on 6 September
2006, the 10% scheme limit was refreshed to 58,195,877, representing
10% of the total number of issued shares of the Company as at the date
of such meeting.

The maximum number of shares of the Company in respect of which
options may be granted to each Eligible Person under the Scheme and
any other share option scheme(s) of the Company (including both
exercised, cancelled and outstanding options) in any 12-month period
shall not exceed 1% of the total number of shares of the Company in
issue from time to time unless such grant has been duly approved by
shareholders of the Company in general meeting at which the Eligible
Person and his associate (as defined in the Listing Rules) abstained from
voting. Options granted to a substantial shareholder and/or an
independent non-executive director of the Company or any of their
respective associates (as defined in the Listing Rules) in any 12-month
period in excess of 0.1% of the total number of shares of the Company
in issue and have an aggregate value exceeding HK$5 million must be
approved by the shareholders of the Company in general meeting in
advance.
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34. SHARE-BASED PAYMENT TRANSACTIONS (continued)
(a) Share option scheme of the Company (continued)

34. UMD RERI NS ()

Details of movements in share options of the Company granted under

the Scheme during the current and prior years are as follows:

(a) AATZBREE (5

103

REREF  IREBIAET BR B ZAAT]

WS

B

Number of shares of the Company to

be issued upon exercise of the share options

REREETRRE TR AL ARNER

Exercise Outstanding Granted  Outstanding Granted  Exercised Lapsed Outstanding
price at during at during during during at
Category Date of grant  Vesting date Exerciseperiod  pershare 142005  theyear 3132006  theyear  theyear  theyear  31.3.2007
R-231% R-BEAE RZBRLE
mE-A ZA=1-8 Zh=1-8
£ #RzEE  BEEH &8 SRARE  HAGE  EREE  MAGR  ERRE EAGR O ERRN HARR
HKS
AT
Tpel  FIE 3.2.2006 3.2.2006 3.2.2006-6.9.2015 0.70 - 1500000 1,500,000 - - - 1,500,000
Tpel  EIE 3.2.2006 1.1.2007 1.1.2007-6.9.2015 085 - 1500000 1,500,000 - - - 1,500,000
Tpell  ENIE 3.2.2006 1.1.2008 1.1.2008 - 6.9.2015 1.00 - 1500000 1,500,000 - - - 1,500,000
TpelV  ENVE 9.2.2006 922008 9.2.2008-8.2.2009 090 - 8000000 8,000,000 - - (2,400,000) 5,600,000
TpeV  EVE 1372006 1372006 13.7.2006-12.7.2008 1.00 - - - 3,000,000  (1,500,000) - 1,500,000
TpeVl  EVEE 1372006 13.7.2007  13.7.2007 - 12.7.2009 1.00 - - - 3,000,000 - - 3,000,000
TpeVIl  EVIE 1372006 13.7.2008  13.7.2008 - 12.7.2009 1.00 - - - 2,000,000 - - 2,000,000
- 12,500,000 12,500,000 8,000,000  (1,500,000) (2,400,000) 16,600,000
Evercisable at the end of the year EERTTAR 4,500,000

No options were cancelled during the year.

The weighted average exercise price of the above share options is
HK$0.928 (2006: HK$0.882).

FAB BB -

AR AE 2 hnRE 91T (E £0.928 L (= F
TN 1 0.8825B7T) ©

REZFEBERAF
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34. SHARE-BASED PAYMENT TRANSACTIONS (continued)
(a) Share option scheme of the Company (continued)

The fair values of the share options granted during the current and prior
years were calculated using the Black-Scholes Option Pricing Model (the
“Model"”) carried out by RHL Appraisal Limited, an independent valuer
with no connection with the Group. The inputs into the Model and the
estimated fair values of the share options granted on 13 July 2006 (2006:

3 February 2006 and 9 February 2006) were summarised as follows:

34. UMD RERI NS ()
(a) AATZBREE (B

FRFRL 2 BREZ A FEDIEN DR &
MATHIRE R B (R 5TE - g8EAx
BB E 2 B S ER KT TR E R
BRABETT - ZERAZBABRZZEX
FEA+=H(CECZEZTARF : ZBTRF=
B=BR-ZZXFEF-ANR)BREZER
2T ATFERENT

PAUL Y. ENGINEERING GROUP LIMITED

2007 2006
Type V Type VI Type VI Typel Type Type lll Type IV
VE SBVIE BVIE Ed £ E(e EVE
Closing share price REHAEZ
at date of grant Ri (e HKS0.98/8 T  HKS0.987T  HKS0.98%7  HK$0.70%T  HKS0.707L  HKS0.70%7L  HKS0.87ETT
Exercise price IeE HKS1.0087T  HKS1.007  HKS1.00%ET  HKS0.70HT  HKS0.85B7L  HK$1.007T  HKS0.90ETT
Expected volatility N 52% 52% 52% 38% 38% 38% 38%
Expected life e 0.8years®  20years¥  25years 2.5 years® 2.9 years® 4 years® 2.5 years®
Risk-free interest rate EREETE 432% 4.49% 4.53% 3.93% 3.92% 4.06% 4.06%
Expected annual ERFERS
dividend yield Bk 8.16% 8.16% 8.16% 8.57% 8.57% 8.57% 8.57%
Fair value per share ShEREL
option AVE HKS0.163%87T  HKS0.226/7  HKS0.2397  HK$0.10987T  HK$0.079%7L  HKS0.0677T  HK$0.129:87T

The Model is one of the commonly used models to estimate the fair
value of the option. The value of an option varies with different variables
of certain subjective assumptions. Any changes in the variables so adopted
may materially affect the estimation of the fair value of an option.

The expected volatility used in the Model was determined by using the
annualised standard deviation of the continuously compounded rate of
return on the ordinary shares of the Company. The expected life used in
the Model has been adjusted, based on Management's best estimate,
for the effects of non transferability and behavioural considerations.

The total estimated fair value of approximately HK$1,088,000 (2006:
HK$137,000) with respect to share options granted to directors and
employees of the Group were charged to the consolidated income
statement during the year.
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4. URBEBERINZRS ()
(b) PYIBERRFESH B

34. SHARE-BASED PAYMENT TRANSACTIONS (continued)
(b) Share option scheme of PYI

On 27 August 2002, PYI adopted a share option scheme (the “PYI
Scheme") for the purpose of providing incentive or reward to any
employees, executives or officers, directors of PYI and its subsidiaries or
any invested entity and any celebrity, consultant, adviser or agent of any
member of PYI and its subsidiaries or any invested entity, who have
contributed or will contribute to the growth and development of PYI
and its subsidiaries or any invested entity (“PYI Eligible Person”). The PYI
Scheme will remain in force for a period of ten years from that date.

Under the PYI Scheme, the directors of PYI may at their discretion grant
options to any PYI Eligible Person to subscribe for shares in PYl without
consideration. The directors of PYl may at their discretion determine the
specific exercise period which should expire in any event no later than
ten years from date of adoption of the PYI Scheme. The exercise price is
determined by the directors of PYI and will be at least the higher of: (i)
the subscription price as is permissible under the Listing Rules from time
to time; and (i) the nominal value of the shares of PYI.

The maximum number of shares that may initially be issued upon the
exercise of all options to be granted under the PYl Scheme and any
other share option scheme(s) adopted by PYI must not in aggregate
exceed 10% of the total number of issued shares of PYI, i.e. 103,674,492
shares of PYI, as at its adoption date. Subject to the approval of the
shareholders of PYI in general meeting, the limit may be refreshed to
10% of the total number of shares of PYI in issue as at the date of
approval by the shareholders of PYl in general meeting. Notwithstanding
the forgoing, the maximum number of shares of PYI which may be issued
upon exercise of all outstanding options granted and yet to be exercised
under the PYI Scheme and any other share option scheme(s) of PYI must
not in aggregate exceed 30% of the total number of shares of PYl in
issue from time to time. Pursuant to ordinary resolutions passed at the
annual general meeting of PYlin 2003, 2004 and 2005, the 10% scheme
limit was refreshed to 10% of the total number of issued shares of PYI
as at the respective date of such meetings. Pursuant to an ordinary
resolution passed at the PYI's annual general meeting held on 8
September 2006, the 10% scheme limit was further refreshed to
142,260,991, representing 10% of the total number of issued shares of
PYI as at the date of such meeting.

The maximum number of shares of PYI in respect of which options may
be granted to each PYI Eligible Person under the PYI Scheme and any
other share option scheme(s) of PYI (including both exercised, cancelled
and outstanding options) in any 12-month period shall not exceed 1%
of the total number of shares of PYI in issue from time to time unless
such grant has been duly approved by shareholders of PYl in general
meeting at which the PYI Eligible Person and his associates (as defined in
the Listing Rules) abstained from voting. Options granted to a substantial
shareholder and/or an independent non-executive director of PYI or any
of their respective associates (as defined in the Listing Rules) in any 12-
month period in excess of 0.1% of total number of shares of PYI in issue
and have an aggregate value exceeding HK$5 million must be approved
by the shareholders of PYI in general meeting in advance.

RZZZ-FNAZ A - PYERHTEIER
REETEI ([PYIFHEL]) - AmE s & HPYIsk
ERERBIEHER ZPYI R KB AR
EMRERBEZEARES - (TRABRHSR
BB - BEEMTARERBRABAL PV
KB RARSEMRERE ZFEAA - B
RS2 ([PYIE B AL IRIEEB R
B - BBRERT B B B AR BT -

RIEPYIEE I HET 2] - PYIEE S A YIS MR
PYIG B A TR BBAAE - B 2B
EBHELHIAER - PYIZERABIBET
HERR - EETMIERT - il TEEAR
TERBBEPYIEB I 2 ERME B BT+
F o TEEBHPYIZESUATIESEME
TE 0 20 B0ORE ETTRRINE A T2 R
& ¢ Ke(ii) PYIRE 1 Z & °
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H210%  RIEPYIR T T XFENANH
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34. SHARE-BASED PAYMENT TRANSACTIONS (continued) 4. URHBERZN RS ()
(b) Share option scheme of PYI (continued) (b) PYIBRR#ESHE ()
Details of the share options of PYI held by directors of the Company AR EEEE MPYHR AR MEREPYI 51
under the PYI Scheme which are granted for the services provided to PYI B NRE 2 PYIRE IR A SR ARG R AT
and movements in such holdings during the current and prior years are FRZIEREE 2FHENAT ¢
as follows:

Number of shares of PYI to be
issued upon exercise of the share options

REBRER TR T RITZPYIRGEE
Outstanding

at
Exercise 1.4.2005 Granted Exercised Outstanding
price and during during at
Date of grant Vesting date Exercise period  per share 31.3.2006 the year the year 31.3.2007
R=-ZERE
B—BRk
ZEERF RIZELE
#k =A=+-H =A=+-H
g d=h FEAH Ggid e i RATHE FRZE FrfTe 5 RITHE
HK$
BT
28.12.2004 28.12.2004 28.12.2004 - 26.8.2012 1.24* 6,500,000 - - 6,500,000
28.12.2004 28.12.2004 28.12.2004 - 26.8.2012 1.50* 6,500,000 - - 6,500,000
8.9.2006 8.9.2006 8.9.2006 - 7.9.2007 2.48 - 5,600,000 (500,000) 5,100,000
8.9.2006 8.9.2007 8.9.2007 - 7.9.2008 2.48 - 4,600,000 - 4,600,000
8.9.2006 8.9.2008 8.9.2008 - 7.9.2009 2.48 - 4,600,000 - 4,600,000
8.9.2006 1.8.2007 1.8.2007 — 31.7.2008 243 - 1,500,000 - 1,500,000
8.9.2006 1.8.2008 1.8.2008 — 31.7.2009 243 - 1,500,000 - 1,500,000
13,000,000 17,800,000 (500,000) 30,300,000
*  The exercise price per share was after the adjustment made pursuant to the * IREBPYIIRRR =TT ARNF A THBRTZRR
ordinary resolution passed by PYI's shareholders at the special general meeting IR BB EBRER - PYIEEEREZE
held on 14 February 2006 whereby PYI repriced the share options by a reduction 1% - AR ERRG 217#EE T580.70 T
of the exercise price by HK$0.70 per share as a result of the payment of a RARFRIRMNEFRE SR EER0.70 BT ©
special cash dividend of HK$0.70 per share during that year.
There were no options granted to any directors and employees of the NE R AEFAEE A AEEES KMEERMAA
Group under the PYI Scheme in respect of services provided to the Group EEIRMERSMEREPYIGT S EISEIRE - &)
in the current and prior years and, therefore, no share-based payment MANE B4R S SRR ERE BPYIETEI 2 A
expense is recognised in the Group’s consolidated financial statements & BEMNKR 2 ©
in relation to the PYI Scheme.
No options granted to directors of the Company were cancelled or lapsed FRRATESER 2 BRESED FHE L
during the year. 2R o
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35. ACQUISITION OF SUBSIDIARIES

During the year ended 31 March 2006, the Group acquired the entire interest
in Paul Y. Building Management Limited from PYI at a consideration of HK$2
and the remaining 50% equity interest in Paul Y. Specialist Limited (formerly
known as Paul Y. Sogea Limited) from the remaining shareholder of Paul V.
Specialist Limited at a consideration of HK$200,000. The acquisition was
accounted for using the purchase method of accounting.

35. WEEKIB A R

107

HEZZTZAF=A=1+—HILFER ' ~&E
2B TR ERPYIBRENEERERIAE
EiEw - WA200,0008 T EMPaul V.
Specialist Limited (FT##Paul Y. Sogea Limited) 2
H R R YA Paul Y. Spedialist Limited £ #250%
AR o WIBKEE ABESHEAR -

2007 2006
HK$'000 HK$'000
FEx FHET
Net assets acquired: I ANEEFE :
Property, plant and equipment M - MR ER - 111
Debtors, deposits and prepayments FEUERR - 5] & RIBFKIE - 419
Bank balances and cash RITHEB RS - 7
Creditors and accrued expenses FERTER R R FERT R - (341)
- 196
Reclassification from interests in an associate BN RERmEN DR - 4
Consideration RE - 200
Net cash outflow arising on acquisition WENBAREEZHS
of subsidiaries: R EEE
Bank balances and cash acquired FrEg NSRITHBR A S - 7
Cash paid BfIRE - (200)
- (193)

The subsidiaries acquired did not have any significant impact on the Group's
results and cash flows for the year ended 31 March 2006.

PAUSCER 2 [ 88 X R R AR SR AL

E-TEAE

— ==

ZA=T-BLEFEZEERREREEREX

=
oa .

REZFEBERAF

2007 3R



1 08 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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36. DISPOSAL OF SUBSIDIARIES 36. HEMHB L H
During the year ended 31 March 2006, the Group disposed of two HE-ZTZXREZA=1+—RALFERN 15%E
subsidiaries, namely Unicon Concrete Products (HK) Limited and Hamker HEMREE BRI EREERIEE ZWBAT
Concrete Products Limited, which were engaged in the manufacturing and Ta hRbEE T &G (BA) BRA A RERE -
trading of concrete products. The consideration for the disposal was HmBRAR - HEZKE%19,000,000/7T
HK$19,000,000 which will be settled in cash by the purchaser on or before WHBHEFR-ZZNF+ A zA - URE
October 2009. e
2007 2006
HK$'000 HK$'000
FEx FHT
Net assets disposed of: I EEETE :
Property, plant and equipment M - MR ER - 22,436
Loss on disposal of subsidiaries HENBARIEE - (4,456)
Total consideration BRE - 17,980
Satisfied by: AR
Cash Bk - 4,000
Deferred consideration (note 22) BIERAE (Bfit22) - 13,980
- 17,980
Net cash inflow arising on disposal of subsidiaries: ~ HEMBRARIELZHERAFHE
Cash received BURE - 4,000
The subsidiaries disposed of contributed HK$747,000 to the Group’s turnover, HE_ZZXF=-A=1+—HLEFERHEZH
and a loss of HK$2,969,000, to the Group’s results for the year ended 31 BARRREEEEFEERTA7,0008TER -
March 2006. WARFAREE 2 ¥E 2,969,000/ T
&
37. MAJOR NON-CASH TRANSACTIONS J7.EXFBRERS
The Group issued additional shares as scrip dividends during both years as NEB A MIEFENFEINEITIRIDIERIARRRE
set out in note 13. (LK EE13FTEL) ©
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38. RETIREMENT BENEFIT SCHEMES

The Group operates defined contribution retirement benefit schemes for
qualifying employees. The assets of the schemes are separately held in funds
under the control of trustees.

The cost charged to the consolidated income statement represents
contributions payable to the funds by the Group at rates specified in the
rules of the schemes. Where there are employees who leave the schemes
prior to vesting fully in the contributions, the contributions payable by the
Group are reduced by the amount of forfeited contributions.

At the balance sheet date, there were no material forfeited contributions
which arose upon employees leaving the schemes prior to their interests in
the Group’s contributions becoming fully vested and which are available to
reduce the contributions payable by the Group in future years.

With effect from 1 December 2000, the Group has joined a mandatory
provident fund scheme (“MPF Scheme”). The MPF Scheme is registered with
the Mandatory Provident Fund Schemes Authority under the Mandatory
Provident Fund Schemes Ordinance. The assets of the MPF Scheme are held
separately from those of the Group in funds under the control of an
independent trustee. Under the rules of the MPF Scheme, the employer and
its employees are each required to make contributions to the MPF Scheme at
the rates specified in the rules. The only obligation of the Group with respect
to MPF Scheme is to make the required contributions under the MPF Scheme.
Under the MPF Scheme, there will not be any forfeited contribution available
to reduce the contribution payable by the Group.

The retirement benefit scheme contributions arising from the MPF Scheme
charged to the consolidated income statement represent contributions
payable to the funds by the Group at the rates specified in the rules of the
MPF Scheme.
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39.

FEMBMRMEE

For the year ended 31 March 2007
HBE—TT+F=A=+—HItFE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CONTINGENT LIABILITIES 39. HREE
2007 2006
HK$'000 HK$'000
FET FHET
Guarantee given to a bank in respect of banking BETBEARZRITEE
facilities granted to an associate MERITI I 2 PR 9,454 9,454

40. OPERATING LEASE COMMITMENTS
At the balance sheet date, the Group had commitments for future minimum
lease payments under non-cancellable operating leases in respect of rented

41.

PAUL Y. ENGINEERING GROUP LIMITED

premises which fall due as follows:

40.

REHAYRE

RIEER - NEBEET RGN 2 BRIERYER
BT A AR SIEE S FIRAGE - A
Bz

2007 2006
HK$'000 HK$'000
FET FHT

Premises L/ES
Within one year —FR 16,715 14,388
In the second to fifth year inclusive E_ZERF (HRMFRETN) 42,468 49,252
59,183 63,640

Leases are negotiated, and monthly rentals are fixed, for terms ranging from

two to five years.

POST BALANCE SHEET EVENT

41.

On 13 March 2007, an associate of the Group entered into a conditional
agreement regarding the disposal of the associate’s property interest in Paul
Y. Centre at a consideration of HK$ 1,150 million. Details of the transaction
were set out in the announcement of the Company dated 14 March 2007.

The transaction was completed on 13 June 2007.

ANNUAL REPORT 2007
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42. RELATED PARTY TRANSACTIONS AND BALANCES

(@) The Group entered into the following transactions with its related parties

during the year:

42.

111

BEALRS KA
(@) FN - AEEEEFEATIIATRS

Class of related party Nature of transactions 2007 2006
BEA L 2R ZHME HK$'000 HK$'000
FTET FHET
Associates of the Group Construction works charged by the Group - 383
i SE - NC] REBWRZETIRE
Project management fee charged by the Group 1,596 6,044
REBEWHUARERE
Purchase of concrete products by the Group 35 112
REEBERRLIESR
Subcontracting fees charged to the Group - 15
AEEZNHBE
Rentals and related building management fee
charged to the Group 18,857 2,672
REEZNESMEENEERE
Building manager remuneration charged by the Group 1,200 248
REBWRYEERH S
Consultancy fee and carpark rental charged
by the Group 2,511 -
REBBBAAE RIFEISHES
Jointly controlled entities Project management fee charged by the Group - 825
of the Group REEWERIER ERE
IREE B 2 HEEHIEE Subcontracting fees charged to the Group 7,798 1,015
REEZNHBE
Service fees charged by the Group 30 65
REBWH RS E
Subsidiaries of PYI Construction works charged by the Group - 283
PYIZ Kt AR REBWRZETIRE
Rentals and related building management fee
charged to the Group - 9,080
REEZNESREENEERE
Service fees charged by the Group 10 60
RE BRI E
Building manager remuneration charged
by the Group 350 187
REEBEBYEE RS
Project management fee charged by the Group 7,779 -
REBEWHIARERE
Air-conditioning charged by the Group 117 -
REEWIZERE
REZEEBAR DA 2007 3R
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42. RELATED PARTY TRANSACTIONS AND BALANCES (continued)

42. BEANEXR G R #ERR (8)

Class of related party Nature of transactions 2007 2006
BEA L 25 REMHE HK$’000 HK$'000
FTHERT FET
Subsidiaries of ITC Carpark rental charged by the Group 48 -
EHLEZMBAR AEFBRREESED
Service fees charged by the Group - 31
REBERDRSE
Purchase of building materials by the Group 40 -
REBEBEREMNE
Motor vehicles rental charged to the Group 219 -
REEZSER
Associates of ITC Service fees charged by the Group 14 -
EHOEZBENT REBEWH RIS &
Air-conditioning expenses charged by the Group 85 -
REBERRMZERE
Services fees charged to the Group 401 -
REENRBE
Other related companies Interest charged by the Group 31 58
HiRaENT A& B WA S

(b) The remuneration of directors and other members of key management
during the year was as follows:

(b) FREEREMEREERE ZZBNAT -

2007 2006

HK$'000 HK$'000

TR FHT

Short-term benefits G HRE R 10,254 5,687
Post-employment benefits RIRRER 106 129
Share-based payment expenses LARR 7 R ER Rz 2 944 81
11,304 5,897

The remuneration of directors and key executives is determined by the
remuneration committee having regard to the performance of individuals
and market trends.

Details of the balances with associates, jointly controlled entities and related

companies at the balance sheet date are set out in notes 25, 26 and 28
respectively.

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007
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43. BALANCE SHEET OF THE COMPANY 3. FRFEEEFRK

2007 2006
HK$'000 HK$'000
FET FiET

TOTAL ASSETS WEE
Investments in subsidiaries RBARIEE 256,523 256,523
Prepayments Bt RIE 112 260
Amount due from a subsidiary FELFT BB A RIRIA 277,644 225,127
Bank balances RITHEH 34 74
534,313 481,984

TOTAL LIABILITIES wes
Creditors and accrued expenses FERTER R M BT R 2 2,374 1,478
Bank borrowings RITIER 63,999 22,000
66,373 23,478
NET ASSETS EEFE 467,940 458,506

CAPITAL AND RESERVES ERRHE

Share capital [N 294,800 290,979
Reserves (note) & (Hfat) 173,140 167,527
467,940 458,506

REZEZEEERAF | 2007 3R
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43. BALANCE SHEET OF THE COMPANY (continued)

43. A RF2EERER (B

Note:  Movement of reserves of the Company during the current and prior years are Kzt - ARBRAFEREF 2 EHEESHOT :
as follows:
Share Capital
Share Special options redemption Accumulated
premium reserve reserve reserve profits Total
AR BAERE
BRARE BRIRE e 5 E-S vl &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FAET FAET FET FET FET
At 1 April R-ZZZTRE
2005 MA—H 278,434 (150,000) - 255 45,371 174,060
Profit for the year FERE R - - - - 44,638 44,638
Recognition of equity-settled R BER
share-based payment expenses (SEwdiha - - 137 - - 137
Issue of shares under REARREETE
scrip dividend scheme B (2,629) - - - - (2,629)
Credit arising on scrip dividends VAR B E & 2R - - - - 3314 3,314
Dividend paid BARE - - - - (51,993) (51,993)
At 31 March RZZZTRE
2006 ZA=+—H” 275,805 (150,000) 137 255 41,330 167,527
Profit for the year FERF - - - - 50,867 50,867
Recognition of equity-settled RUARR D AEHE
share-based payment expenses [SE 5 - - 1,088 - - 1,088
Issue of shares under REBURKEEE
scrip dividend scheme BT (3,071) - - - - (3,071)
Issue of shares upon exercise of BT EM
share options BT 994 - (244) - - 750
Credit arising on scrip dividends UBRRBEE ZER - - - - 5,472 5,472
Dividend paid BRARE - - - - (49,493) (49,493)
At 31 March i S
2007 —A=1+—H 273,728 (150,000) 981 255 48,176 173,140

The contributed surplus represents the difference between the consolidated
shareholders’ funds of the subsidiaries at the date on which they were
acquired by the Company, and the nominal amount of the Company’s shares
issued for the acquisition at the time of the Group reorganisation prior to
the listing of the Company’s shares in 1996.

The special reserve of the Company represents the difference between the
aggregate of the net asset value of, and shareholder’s loan to, PYE Holdings
Group amounting to HK$250,000,000 and the issue value of the shares of
HK$400,000,000 as consideration for the acquisition of PYE Holdings Group
in January 2005.

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007
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44. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND 44, TEWBLAF  BE QTR AREHEE

JOINTLY CONTROLLED ENTITY BH
(a) Particulars of the Company’s principal subsidiaries at 31 March 2007 are @ ARFREEMBATIR-_TTLF=A=1
as follows: —HZEBEWOT ¢

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/ held by the attributable
incorporation/ registered Company/ to the
Name of subsidiary registration capital subsidiaries Group Principal activities
N
MENE AEE
frEe EihEE
BRTR  BIARES  BITRES
BERE, HEfEA HEMER
Bt N B B B3, a3 HEER ZBED ZEAE  EEEK
% %
Corless Limited British Virgin Uss$2 100 100 Investment holding
Islands ordinary shares BEER
KBRS 2%ETT
EEk
Paul Y. = CREC(HK) Hong Kong - 60 60 Civil engineering
Joint Venture BB (note (i) below) TARTEE
(FXHTaEG)
Paul Y. (E & M) Hong Kong HK$20,000,000 99.9998 99.9998 Provision of electrical,
Contractors Limited BB ordinary shares mechanical and
RERETEBRAA] 20,000,00078 7T building services
EEk TR K RIS RS
Paul Y. Builders Group Hong Kong HK$2 100 100 Investment holding
Limited BB ordinary shares wEER
REZEEEFRAA 287
EEk

HK$1,000,000
non-voting
deferred shares
(note (ii) below)
1,000,000/ 7T
EARERERIEAR
(FCHt i)

REZFEBERAF
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44. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND 44 TEMBLAF  BE QTR AREHEE

JOINTLY CONTROLLED ENTITY (continued) ¥ (&)
(a) Particulars of the Company’s principal subsidiaries at 31 March 2007 are @ ARFFEMBATR-_TZTLF=A=1
as follows: (continued) —BZFBRT - (8

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/ held by the attributable
incorporation/ registered Company/ to the
Name of subsidiary registration capital subsidiaries Group Principal activities
N

DR EE
AR BEE
BRTR  BORES  BOIRES
BRRE HEfEAS AEfEAR

Bt B B B3, a3 HEER ZBED 2B EEXK
% %
Paul Y. Builders Limited Hong Kong HK$102,000,000 100 100 Building construction
REFZEAR AT B ordinary shares BFEE
102,000,000/ 7T
EBA
Paul Y. Building Materials ~ Hong Kong HK$2 100 100 Trading and
Company Limited BB ordinary shares installation of
27T building materials
TmAR BEMEE 5 Rk
Paul Y. Construction & Hong Kong HK$42,000,000 100 100 Building construction
Engineering Co. Limited &% ordinary shares and civil engineering
REZETIRARAA 42,000,000 7T BFREREIATRE
E B
Paul Y. Construction Hong Kong HK$2 100 100 Civil engineering,
Company, Limited BB ordinary shares building
RERERR AT 2757 construction
E B and investment
holding
HK$50,000,000 - - TARTIE - BFEE
non-voting RIS EERR

preferred shares
(note (jii) below)
50,000,000 7T
EIRRRELR

(R X))

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007



44. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND

JOINTLY CONTROLLED ENTITY (continued)

(a) Particulars of the Company’s principal subsidiaries at 31 March 2007 are

as follows: (continued)

44 FEMB AT -~ B

i=e2YC )

(a) ARRTEMBER

117

DAERARE IS

ARZEBLF=A=1

—BZEENT : (@)

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/ held by the attributable
incorporation/ registered Company/ to the
Name of subsidiary registration capital subsidiaries Group Principal activities
NS
Mg A= AEH
FRBE EiEE
EBITR BITRA BIORAS
BRBRE g FEfEAR
MEBARER B3z, w2 &R ZBEDL ZBEDL EEEK
% %
Paul Y. Construction PRC RMB60,000,000 100 100 Civil engineering and
(China) Limited i registered capital building construction
REZZE(ME) ARAT AK#60,000,0007T TARIRREFEE
FEMEAR
Paul Y. Facilities Hong Kong HK$2 100 100 Facilities management
Management aBE ordinary shares services
Co., Limited 2T e E IR RS
RERBEE TRk
BRAAE
Paul Y. Foundation British Virgin uUs$1 100 100 Investment holding
Holdings Limited Islands ordinary share "EER
RERLHES 13£7T
gl
Paul Y. Foundation Hong Kong HK$10,000,000 100 100 Civil engineering and
Limited BB ordinary shares foundation works
REMEFR AT 10,000,000/ 7T TARITERMETE
Rl
Paul Y. General Hong Kong HK$36,000,000 100 100 Building construction
Contractors Limited BB ordinary shares and civil engineering

RERELEERAT]

36,000,000/ 7T
LAk

REZFEBERAF

BFEERTATIE
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44. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND
JOINTLY CONTROLLED ENTITY (continued)
(@) Particulars of the Company’s principal subsidiaries at 31 March 2007 are
as follows: (continued)

4. TEMBAT - BEQRRARZHIKE
a8 (8
() ARAEEMBRARAN_ZZTLF=A=+
—HZFBOT (8

Percentage of issued

PAUL Y. ENGINEERING GROUP LIMITED

Issued and share capital/
fully paid registered capital
Place of share capital/ held by the attributable
incorporation/ registered Company/ to the
Name of subsidiary registration capital subsidiaries Group Principal activities
N
MENE AEE
frEEeE EEE
BRTR  BITRES  BITRES
BERE, B HEMER
Bt B B B3, a3 HEER ZBED 2B EEXK
% %
Paul Y. Interior Hong Kong HK$2 100 100 Interior decoration
Contractors Limited BB ordinary shares works
RERMITIZAR AT 28T EREETRE
EEk
Paul Y. Management Hong Kong HK$2 100 100 Management and
Limited BB ordinary shares secretarial services
REEEAR AT 27T B R AWE RS
EEk
Paul Y. Plant Hire Limited ~ Hong Kong HK$2 100 100 Hire of motor vehicles
REMWMEBEERR AT BB ordinary shares and plant and
27T machinery
EEk TE - RBLEMIES
Paul Y. Project Hong Kong HK$2 100 100 Project management
Management BB ordinary shares services and
International Limited 2757 investment holding
REBRTREIE EEk 18 B B ARTS &
BRAF REER

ANNUAL REPORT 2007
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44. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND
JOINTLY CONTROLLED ENTITY (continued)
(a) Particulars of the Company’s principal subsidiaries at 31 March 2007 are

44 TEWBAT - BE QT RARZGIHE
aX (8
@ ARAEEMBAFN-ZZLF=A=1

as follows: (continued)

All of the above subsidiaries operate in Hong Kong except Paul Y.
Construction (China) Limited which operates in the PRC.

All of the above subsidiaries are private limited companies except Paul Y.

— CREC(HK) Joint Venture which is an unincorporated business.

0]

(ii)

(iii)

No capital has been contributed by the joint venture partners of the
joint venture.

The holders of the non-voting deferred shares are not entitled to
vote, are not entitled to any dividends for any financial year and are,
on winding up or otherwise, only entitled out of the surplus assets
of the company to a return of the capital after a total sum of
HK$100,000,000,000,000 has been distributed to the holders of
the ordinary shares of the company.

The holders of the non-voting preferred shares are not entitled to
vote, are not entitled to any dividends unless the net profits of the
company available for dividend exceed HK$100,000,000,000 in
which case they should be entitled to a fixed non-cumulative dividend
at the rate of 5% per annum for any financial year and are, on
winding up, only entitled out of the surplus assets of the company
to a return of the capital after a total sum of HK$10,000,000,000
has been distributed to the holders of the ordinary shares of the
company.

—HZFBOT (8
LPRAAMB ARSI EETBEE R
FEE(PE)BRAREPEEE -

AN B AR ARLABRAR
Paul Y. - CREC(HK) Joint Venture &3E% A B

B o

() HEEREZAEETLEEE -

(i) LEFERZRELCRSEAEBRRE
TMEREMERTREEZRSE - BR
EREZARERESAEEMBERL TS
J4821100,000,000,000,000787C F3Z2 A
AERBISAARHARIBEEZBR

IEEEEREEARSE ARERSE
TMERRERALS. - BRIEZ A RIATEIR S
#5F#R782100,000,000,000/ 7T » FEIHIE
R REBERT AR EERER—
BEBRAS% ZEFEIFRERE - AR
EREZRARBEEE D REE
10,000,000,00078 7T F 5% A 7 & i i %
BABRERBEEZBRT - BRE

(i

REZEEEERAF 2007 F#§
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FFCEZAS+—ALFE

44. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND
JOINTLY CONTROLLED ENTITY (continued)
(b) Particulars of the Company’s principal associates at 31 March 2007 are

as follows:

44 FEMB AT ~ BiE

i=—e2YC )

() ARTLBBEAT

—HZFBNT

DAERARE IS

Issued and Percentage of
fully paid issued share
Place of share capital/ capital/registered
incorporation/ registered capital attributable
Name of associate registration capital to the Group Principal activities
BBITR BN
BERE, EBITRE FMEX
B AR EE B s it 26 B ZBES FEEHK
%

CSCEC-Paul V. PRC US$10,000,000 31.3 Civil engineering
Construction A registered capital and building
Company Limited (note below) construction

MRREREAR 10,000,000% 7T TARTIERETiE
HERE Ealiig= N

(FXHaE)
Gain Resources Limited British Virgin Us$100 25 Investment holding
Islands ordinary shares "EER
RERLARS 100%7T
EEk

Zhong Yu-Paul Y. Project PRC Us$500,000 40 Project management

Management Company A registered capital and consultancy

Limited
IR FRETIRER
EIEARAT]

(note below)
500,00037C
S E A
(FxHtat)

All of the above associates are held by the Company indirectly.

Note:

PAUL Y. ENGINEERING GROUP LIMITED

ANNUAL REPORT 2007

The company is a sino-foreign equity joint venture company.
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44. PARTICULARS OF PRINCIPAL SUBSIDIARIES, ASSOCIATES AND
JOINTLY CONTROLLED ENTITY (continued)
(c) Particulars of the Company’s principal jointly controlled entity at 31 March

2007 are as follows:

121

44 TEMBATF - BEQTRARZHEE
EH ()
© ARREBRAZHBIR —FFLE= A
=+ —RZHFENT

Percentage of

Place of Issued and issued share
Name of jointly incorporation/ fully paid capital attributable
controlled entity registration share capital to the Group Principal activities
REBEMNL
ERTR BBITRE
HEEZEHEEEE B R it 2 HRRA ZBEDL FEXK
%
Paul Y. - Penta-Ocean Joint Hong Kong - 50 Civil engineering
Venture B (note below) +ARITIR
(FXHiaE)
Note:  No capital has been contributed by the joint venture partners. HisF : AESHALELE -

The above tables list the subsidiaries, associates and a jointly controlled entity
of the Company which, in the opinion of the directors, principally affected
the results for the year or formed a substantial portion of the net assets of
the Group. To give details of other subsidiaries, associates and jointly controlled
entities would, in the opinion of the directors, result in particulars of excessive

length.

None of the subsidiaries had any debt securities outstanding at the end of

the year or at any time during the year.

ERAFIREERARIEFEAEEFEEEN
BRAEERBDFEEZARRMBELRR - B
ERR R A RIS - EERE - FEHIE AN
BAR - BE AR RARESEIEZ ERETR
et °

BRI A RN F IR SR A F AR A
KT ZEAIERES ©
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For the year ended 31 March
BE=ZA=+—-HLEE

2003 2004 2005 2006 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$"000
FHT FHET FAT FAT FExT
RESULTS E
Turnover X 3,572,496 3,334,023 3,247,683 3,109,876 4,359,329
Profit (loss) before taxation FREEAT =T (E518) (264,278) (69,625) 79,559 104,277 109,435
Taxation TiE 9,977 7,215 (1,836) (3,196) (8,401)
Profit (loss) for the year FE R (BE) (254,301) (62,410) 77,723 101,081 101,034
Attributable to: FEAh -
Equity holders of the Company ~ AARIEZFAA  (253,803) (61,671) 80,006 100,902 112,621
Minority interests DB R (498) (739) (2,283) 179 (11,587)
(254,301) (62,410) 77,723 101,081 101,034
As at 31 March
R=A=+—H
2003 2004 2005 2006 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$"000
FHET FHET FAT FAT FExT
ASSETS, LIABILITIES AND EE - 8E8R
MINORITY INTERESTS DERERERE
Total assets WEE 1,991,127 1,701,217 1,676,923 1,937,190 2,561,371
Total liabilities waE (1,908,825)  (1,685,698)  (1,353,457)  (1,556,946)  (2,106,435)
Total equity BRERS 82,302 15,519 323,466 380,244 454,936
Attributable to: FEAh -
Equity holders of the Company ~ AARIEZRHEA 66,742 5,071 316,101 369,900 442,116
Minority interests DA R 15,560 10,448 7,365 10,344 12,820
82,302 15,519 323,466 380,244 454,936

PAUL Y. ENGINEERING GROUP LIMITED
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PRINCIPAL BANKERS

Bank of Beijing Co., Ltd.

Bank of China (Hong Kong) Limited

Bank of Communications Co., Ltd. Hong Kong Branch
China Construction Bank (Asia) Corporation Limited
CITIC Ka Wah Bank Limited

BNP Paribas

DBS Bank (China) Limited, Beijing Branch

DBS Bank (Hong Kong) Limited

Fubon Bank (Hong Kong) Limited

The Bank of East Asia, Limited

The Hongkong and Shanghai Banking Corporation Limited
Wing Hang Bank, Limited

PUBLIC RELATIONS CONSULTANT
Strategic Financial Relations Limited

REGISTERED OFFICE
Clarendon House

2 Church Street
Hamilton HM 11
Bermuda

PRINCIPAL PLACE OF BUSINESS
31/F, Paul Y. Centre

51 Hung To Road

Kwun Tong, Kowloon

Hong Kong

Tel : (852) 2831 8338

Fax: (852) 2833 1030

PRINCIPAL SHARE REGISTRARS AND TRANSFER OFFICE
Butterfield Fund Services (Bermuda) Limited

Rosebank Centre

11 Bermudiana Road, Pembroke

Bermuda

BRANCH SHARE REGISTRARS AND TRANSFER OFFICE
Standard Registrars Limited

26/F, Tesbury Centre

28 Queen’s Road East, Wanchai

Hong Kong

WEBSITE
www.pyengineering.com

STOCK CODE

Hong Kong Stock Exchange 577
Reuters 0577.HK
Bloomberg 577 HK

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2007

FRERRT
IERERITRM R AE]

REIRTT (BB BRAR
ZBBITHDERATDEEDIT
B R IRTT (G i AR A
PERERTARIA
EBEERTT
ERRT(HE)ERAT - ERDTT
ERIRIT(FE)BRAA
EARIT(FE)BRAA
RERITERAR

ER LBESRITARIDA
KFHRITERAR

DNHBRER
BN BEREAR LA

EEQUIEE Y
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

HB

TEEEE

TBIEES 155
REMEFRLIE
% ¢ (852) 28318338
f#H : (852)2833 1030

I3 F B RAR

Butterfield Fund Services (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road, Pembroke

Bermuda

RODBFERDE
RELESERBERAR
e

Bif 2R AER285%
SR 0261E

4k

WwWWw.pyengineering.com

B3 15

BB 577
BB 0577.HK
EAL 577 HK






Paul Y. Engineering Group Limited

31/F, Paul Y. Centre, 51 Hung To Road
Kwun Tong, Kowloon, Hong Kong

T: +852 2831 8338

F:+852 2833 1030

RERZEKEERLQA
EBNEEEREES1HFRELEPOI1E
F 3% +852 2831 8338
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