Directors’ Report EERHRES

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
2008.

PRINCIPAL ACTIVITIES
The Company is an investment holding company.
The activities of its principal subsidiaries, associates and jointly

controlled entity at 31 March 2008 are set out in note 43 to
the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company
March 2008 are set out in the
consolidated income statement on page 68 of the annual

for the year ended 31

report and in the accompanying notes to the consolidated

financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2008, the five largest customers
and the single largest customer of the Group accounted for
approximately 73% and 21% 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, none of the Directors, their
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”), or those shareholders which to the knowledge of the
directors own more than 5% of the Company’s share capital
have an interest in any of the five largest customers of the
Group for the year ended 31 March 2008.
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LIQUIDITY AND CAPITAL RESOURCES

The Group currently maintains a variety of credit facilities to
meet its working capital requirements. At 31 March 2008,
the Group’s total borrowings amounted to approximately
HK$203,662,000 with approximately HK$197,715,000
approximately HK$1,551,000
repayable between one to two years and approximately
Cash,
bank balances and deposits at 31 March 2008 amounted to

repayable within one year,

HK$4,396,000 repayable between two to five years.

approximately HK$469,482,000. The Group’s current ratio was
approximately 1.2 and the Group’s total borrowings to equity
ratio was approximately 0.4 at 31 March 2008.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$8,500,000
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 16 to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the issued share capital of the
Company during the year are set out in note 34 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 35 to the
consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution to
shareholders as at 31 March 2008 comprised the accumulated
profits of HK$85,784,000 (2007: HK$48,176,000).
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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)

Cheung Lee Ming, Andy (appointed on 18

(Chief Financial Officer) July 2008)
Lee Hon Chiu (resigned on 1 May
2008)

In accordance with Bye-law 86(2) of the Company’s Bye-
laws, Mr Cheung Lee Ming, Andy retires at the forthcoming
annual general meeting. In addition, in accordance with Bye-
laws 87(1) and 87(2) of the Company's Bye-laws, Mr Lau
Ko Yuen, Tom and Mr lain Ferguson Bruce 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 2008, 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:

(@) Interests in shares and underlying shares of the
Company
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(a) REQABRDRAEABRG S

Number of underlying

shares (in respect of the Approximate

Number of share options (unlisted percentage of

shares of the equity derivatives)) shareholding of

Name of director Capacity Long position Company held of the Company held Total the Company
AR REBR D

i ESX NG| (ERBRECGELT EARDFRE

EEpR L) #e RO BE RASTETR)) 8B @t ZEABAY

James Chiu Beneficial owner  Long position - 500,000 (note i) 500,000 0.08%
izl 2y EmBEAA HE (Wit

Lau Ko Yuen, Tom Beneficial owner  Long position - 500,000 (note i) 500,000 0.08%
fER EmBEAA HE (H1iti)

Mok Yat Fan, Edmond  Beneficial owner  Long position - 3,714,000 (note ii) 3,714,000 0.62%
- EmBEAA HE (W1 5ii)

Lee Hon Chiu Beneficial owner  Long position - 1,500,000 (note iii) 1,500,000 0.25%
ZEH EmBEAA HE (Hi 3£ i)

Lee Chack Fan Beneficial owner  Long position - 500,000 (note i) 500,000 0.08%
FREH EnBEEAA HE (H1iti)

lain Ferguson Bruce Beneficial owner  Long position 706,271 500,000 (note i) 1,206,271 0.20%

Ealis A g

(Hriti)
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

(a)

52

Interests in shares and underlying shares of the

Company (continued)

Notes:

)

(i)

(iii)

The share options were granted to Ir James Chiu, Mr Lau Ko
Yuen, Tom, Professor Lee Chack Fan and Mr lain Ferguson Bruce
on 8 June 2007 under the share option scheme of the Company
adopted on 7 September 2005 (“Share Option Scheme”) and
entitle each of them to subscribe for 500,000 shares upon
exercise at an exercise price of HK$1.36 per share exercisable
during the period from 1 July 2007 to 30 June 2009.

The share options were granted to Mr Mok Yat Fan, Edmond on
13 July 2006 under the Share Option Scheme and entitle him
to subscribe for a total of 3,714,000 shares upon exercise at
an exercise price of HK$1.00 per share (as to 214,000 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, UNDERLYING SHARES AND
DEBENTURES (continued)

ESERKR0 - AEROKREZZEERAXR
(%)

(b) Interests in shares and underlying shares of PYI (b) RREZEZEEERAT([PYI) 2RAREER®G 2
Corporation Limited (“PYI”) e
Number of underlying
shares (in respect
of the share options Approximate
Number of (unlisted equity percentage of
shares of derivatives)) shareholding
Name of director Capacity Long position PYI held of PYI held Total of PYI
FiEPYIHER G
FrEEPYI (FEBREGELD {EPYIR &
Exps &7 #E BRHEAE RAFTEIR)) &8 @ ZBHNBEAL
Lau Ko Yuen, Tom Beneficial owner  Long position 4,745,825 33,900,000 (note i) 38,645,825 2.56%
2eR ExBEAA HE (Hiiti)
Mok Yat Fan, Edmond Beneficial owner  Long position 300,000 3,000,000 (note i) 3,300,000 0.22%
-1 ExBEAA HE (Htiti)
Notes Hia -

(if)

The share options were granted to Mr Lau Ko Yuen, Tom
pursuant to the share option scheme of PYl adopted on 27
August 2002 (“PYIl 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; (ii) 9,200,000
options granted to him on 8 September 2006 which entitle him
to subscribe for a total of 9,200,000 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 2007 to 7
September 2008 and as to 4,600,000 options exercisable during
the period from 8 September 2008 to 7 September 2009);
and (iii) 11,700,000 options granted to him on 18 September
2007 which entitle him to subscribe for a total of 11,700,000
shares upon exercise at an exercise price of HK$3.546 per share
(as to 3,900,000 options exercisable during the period from
18 September 2007 to 17 September 2008, as to 3,900,000
options exercisable during the period from 18 September 2008
to 17 September 2009 and as to 3,900,000 options exercisable
during the period from 18 September 2009 to 17 September
2010).

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 3,000,000 shares
upon exercise at an exercise price of HK$2.43 per share (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).

(i) ZESEBREIRBPYIR-_ZZ_FN \A-+ttARHKZE
RETE(TPYIERESE B TS REE - FERESR
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BEARHE - RN R E £13,000,000 1% AR -_ZEMMF
+ A+ NBE-ZET——FNAZ+AABHBEKRTERE
T R1.24% 7T ( 2 F16,500,0001 B8 A% 1) K2 1.507% 7T ( EEP
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

(b) Interests in shares and underlying shares of PYI
Corporation Limited (“PYI"”) (continued)

PYI, the 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 2008, 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.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

(@) The Company
i) Share option scheme

BEROIESF 2LH

(@) &AFH
i) BBREFE

Details of movements in the share options of the
Company granted under the share option scheme of
the Company adopted on 7 September 2005 during

the year are as follows:

FRREAAAR-_EERFNALERM
2 0 16 5 B 2 A 8 B RO 2 )

™

Number of shares of the Company
to be issued upon exercise of the share options
RORBREAATFRI2AAARAHE

Exercise  Outstanding Granted  Exercised Lapsed Outstanding
Name/Capacity price at during during during at
of eligible person Date of grant Vesting date Exercise period per share 1.4.2007 theyear  theyear  theyear  31.3.2008
R=B2LE R=BEN\E
A-H =B=t-H
RERALES/ 56 RHAM GEAH %8 BRTEE AT ERELH  FAAR  FRAN AT
HK$
AT
Director
6
James Chiu 8.6.2007 1.7.2007  1.7.2007 - 30.6.2009 1.36 - 500,000 - - 500,000
BHEE
Lau Ko Yuen, Tom 8.6.2007 172007 1.7.2007 - 30.6.2009 1.36 - 500,000 - - 500,000
L=
Mok Yat Fan, Edmond 13.7.2006 13.7.2006  13.7.2006 - 12.7.2008 1.00 1,500,000 - (1,286,000 - 214,000
-1 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 Chack Fan 8.6.2007 1.7.2007  1.7.2007 - 30.6.2009 1.36 - 500,000 - - 500,000
FER
lain Ferguson Bruce 8.6.2007 1.7.2007  1.7.2007 - 30.6.2009 1.36 - 500,000 - - 500,000
Lee Hon Chiu ¥ 3.2.2006 3.2.2006 3.2.2006 - 6.9.2015 0.70 500,000 - - - 500,000
TR 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
Employees 3.2.2006 322006 3.2.2006-6.9.2015 0.70 1,000,000 - (1,000,000) - -
E& 3.2.2006 112007 1.1.2007 - 6.9.2015 085 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) -
9.2.2006 9.2.2008 9.2.2008 - 8.2.2009 0.90 5,600,000 - - (2,800,000 2,800,000
13.7.2006 13.7.2007  13.7.2007 - 12.7.2009 1.00 1,500,000 - - (1,500,000) -
30.5.2007 1.7.2007  1.7.2007 - 30.6.2008 34 - 1,500,000 - - 1,500,000
30.5.2007 1.7.2008  1.7.2008 - 30.6.2009 34 - 1,500,000 - - 1,500,000
30.5.2007 92.2008  9.2.2008 - 8.2.2009 34 - 10,600,000 - (1,100,000) 9,500,000
28.12.2007 1.9.2008  1.9.2008 - 31.8.2009 40 - 600,000 - - 600,000
Other participants 30.5.2007 9.2.2008 9.2.2008 - 8.2.2009 134 - 2,400,000 - (600,000 1,800,000
AEfppmg 28.12.2007 1.6.2008  1.6.2008 - 31.5.2009 1.40 - 1,000,000 - - 1,000,000
16,600,000 19,600,000 (3,286,000) (7,000,000) 25,914,000

* Resigned as director on 1 May 2008.

* R-ZENFAA-—ABEES-
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES (continued)

(a) The Company (continued)

56

)

if)

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

The closing prices of the Company’s shares on the
trading days immediately before 30 May 2007, 8 June
2007, and 28 December 2007 being the dates on
which the share options were granted during the year,
were HK$1.33, HK$1.33 and HK$1.36 respectively.

In respect of the 3,286,000 share options exercised
during the year, the weighted average closing price of
the Company’s shares immediately before the dates
on which such options were exercised was HK$1.31.

Particular of share option scheme of the Company are set
out in note 35 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.

During the year, a total of 515,000 shares of the
Company were awarded to 46 employees under
this scheme. These shares were held by the trustee,
BOCI-Prudential Trustee Limited until they are
vested. A total of 240,000 shares were vested
during the year.

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 2008.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES (continued)

(a) The Company (continued)

iii)

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 2008.
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ARRANGEMENTS TO PURCHASE SHARES OR BEROSIESFZ2TH (F)
DEBENTURES (continued)
(b) PYI (b) PYI
) Share option scheme ) BEREE
Details of movements in the share options of PYI FARXRBESREPYIRZ_ZZE_F/\A
granted under the share option scheme of PYI “tHERRAZERER BIER ZPYIERE
adopted on 27 August 2002 to the directors of the ZEBHBNOT

Company during the year are as follows:

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

RTEBREMS FRTZPYIRBEE
Exercise Outstanding Granted Exercised Outstanding
price at during during at
Name of director Date of grant  Vesting date Exercise period  per share 1.4.2007 the year the year 31.3.2008
RZ22tE RZ2ENF
mA-H =A=t-H
Espg RAAH BEAY T BROKE i RATE FRE FRfTE e
HK$
BT
Lau Ko Yuen, Tom 28.12.2004 28.12.2004  28.12.2004 - 26.8.2012 1.24 6,500,000 - - 6,500,000
2aR 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 248 4,600,000 - (4,600,000) -
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
18.9.2007 18.9.2007 18.9.2007 - 17.9.2008 3.546 - 3,900,000 - 3,900,000
18.9.2007 18.9.2008 18.9.2008 - 17.9.2009 3.546 - 3,900,000 - 3,900,000
18.9.2007 18.9.2009 18.9.2009 - 17.9.2010 3.546 - 3,900,000 - 3,900,000
Mok Yat Fan, Edmond 8.9.2006 8.9.2006 8.9.2006 - 7.9.2007 243 500,000 - (500,000) -
51 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

30,300,000 11,700,000  (5,100,000) 36,900,000

No share options of PYI granted to the above directors of the  FALMEZERZPYIBRBHBEHIRR -

Company were cancelled or lapsed during the year.

Particulars of share option scheme of PYI are set out in note  PYIBRMEF BFIEHNRE M B HMRM T3S
35 to the consolidated financial statements.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES (continued)

(b) PYI (continued)

if)

ifi)

Share award scheme

This scheme, which was adopted by PYl on 23
February 2006, allows PYI to make bonus payments
to eligible persons (including employees, directors,
consultants, advisers and agents of PYl and its
subsidiaries (“PYl Group”)) by way of PYl'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 PYl's shares under this share award scheme
during the year or at 31 March 2008.

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
PYl Group) to borrow funds from PYIl or from a
company within the PYI Group to acquire new or old
PYl'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 of PYl's shares under this share financing plan
during the year or at 31 March 2008.

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.

BEROIES 2L (K)

(b) PYI(&)
i) AR EEEE
BREBEPYIR - ZEZEANF_A-_+=ZHHEHZ

B 2B AT El - PYIR] M A BB AT (BIEPYI
MEWBAR(IPYIER)ZEE &% E

B AARKRIEA) APYIZ B 89 7% 30K
BREAL HWEROHBH -BBIZTEABA
RS EEERENGEBREERAL

FAIR_FZNF=ZA=+—H #HELRQ
A& F R B UL A SRR ET B ERAEMPY IR D

i) R EEEE
PYIRZZEZRF-_ATHBERAZFERTH
BERALT(BEPVIEEZRERE -EF - B
B BAARKEAN) MPYISPYISEEA—fHE

NABRAEERBEEBEPYINERD -
it E/RMAERFPYHWEAEMR AR
AEFMARBBEBTAHBBAER S KHMHEAK
X ZHE °

FAXRZFTZNF=ZA=+—8  #HEELR
AESERELEROBETSBETAPYIRG -

BAXHEEEIN  KARREEAMERRRZERD
Al RARENERABOKERF - R FEARERER

BESEITVEMLZY  MSARRERTEBALR
AREMEMEEREZ KO REFES (BREES)
ﬁﬁﬂ’ﬂ§$~1§ﬁﬁAﬁﬁﬁ=2M@&%ﬁ

TNRZ TR EAER
ERZEER -

EARRES  TERFAITE
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Directors’ Report EERFHEE

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 2008.

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.

CONTINUING CONNECTED TRANSACTIONS

On 1 March 2007, the Company and PYI entered into
conditionally a business services agreement (“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 ended/
ending 31 March 2008, 2009 and 2010 respectively. The
entering into of the Business Services Agreement constituted
a continuing connected transaction for the Company under
Chapter 14A of the Listing Rules. Details of which were set
the out in the circular of the Company dated 15 March 2007
(the “Circular”).

During the year, the Group entered into the following
transaction with a subsidiary of PYI, which constituted
“continuing connected transactions” or “connected
transactions” under the Listing Rules. Details of such

transaction are as follows:

ESNBRBFRER RS

F “ZTN\FE=ZA=+—B MTFAEEE
B ARREFRERAEEESERNMEERRF S
DEZ 128 S ASUES LN F 3 Fopeq0l £

ESRERGHNzESR

BRTXHEXS ]| —HREEN  FARSEEFEAR
A E AR R AR SRR R KB QR M E R RRAE
EHEEARFAEAREI I 2EZA 0T MEERR
MEERE RN -

BFERERS

ZEELF=ZR—H ARARHEPYIRBIEHTLER
RBHE((XEREHE]) FHRA_ZTZLFWA
—AE-FT—TF=ZFA=F+—H BE-_TZTNF-
—EENEFER T ZEF A=+ —HLEWRFEZ
FE F R % 5 A60,000,000/% JT * 80,000,000/ 7T &
100,000,000 JT ° 5] 37 7% 5 165 AR 75 16 & 1% 5K £ 717 48 Bl
BEUATETARAZHBEBRER S - RHFBHRA
RAIAMAZSZSLF-A+THEAZBEK([EEK]) -

FR-AEHEPYIET -—RNBLARETTINRSE
FRARAETZIHEBERZ X BERXZ] - BH
RBZFFEBEMT

Name of party Nature of transaction Amount
XBHER XEMHE B
HK$°000

THERT

PYI Xingdong Properties (Jiangsu) Project management fees charged by the Group 1,689

Limited (“PYIl Xingdong”)
REBBEE (L&) BRAA
(MMREFEHERE])

AEBEWHRIER EHEE
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CONTINUING CONNECTED TRANSACTIONS
(continued)

PYl Xingdong is an associate, 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 PYL.

Pursuant to Rule 14A.38 of the Listing Rules, the board
of directors of the Company engaged the auditor of the
Company to perform certain agreed upon 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) have been entered into in accordance with the
pricing policies of the Group with reference to similar

transactions with independent third parties;

(ili) 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 2008 as set out in the Circular.

FEBEXRS (&)

REERA ETRAUNMRAT AR ETEREPYIZHE
AR ARBIEFRSRIALENABPYIZES -

BEMHRBAEI4AZBKZRTE  ARRIEERZEAR
RACEMRAEE 2 HERERZEREEGHAA
BRMZBBEERBEREL400F [ XBETETE
MU BERZHERFIETETREREFAB AR
ABEYFATEZIMISIES ¢

() ERIARFEERZHE

b

(i) ERAEEZEBRRETLLEZRBIE
ZHEURS

7

(i) ERERUFRZZEBHRIGIET &

(iv) TERIIERBHNBEE_ZZTNF=A=1+—H
LFEZBBELR -
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Directors’ Report EERFHEE

CONTINUING CONNECTED TRANSACTIONS
(continued)

The auditor 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) in the 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

(iii) 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.

CONNECTED TRANSACTIONS

On 9 June 2007, the Group had entered into an acquisition
agreement with Starford Investors Limited (”Starford”) to
acquire the entire issued share capital of, and shareholder’s
loans to, PY Property Consultants Limited (formerly known as
Fexon Property Consultants Limited), PY (Asia Pacific) Limited
(formerly known as China Land (Asia Pacific) Limited) and
PY Investments (Samoa) Limited (formerly known as Fexon
Investments Limited) from Starford for a total consideration
of HK$2,700,000, subject to adjustments (“Acquisition”).
Starford is wholly owned by Mr Lee Tsung Hei, David
Chris (“Mr Lee"”) who would become a director of certain
subsidiaries of the Company pursuant to an employment
contract dated 9 June 2007 entered into between the Group
and Mr Lee. Accordingly, the Acquisition constituted a
connected transaction for the Company under Chapter 14A of
the Listing Rules. Details of the Acquisition were set out in an
announcement of the Company dated 12 June 2007.
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INTERESTS AND SHORT POSITIONS OF BREEZRHERG E336KFE 2=
SUBSTANTIAL SHAREHOLDERS/OTHER ke T ERR HE AT ZRERXR
PERSONS RECORDED IN THE REGISTER KEPT

UNDER SECTION 336 OF THE SFO

At 31 March 2008, so far as is known to the directors and RZZEZENF=ZA=+—H BARAESFTRETETHK
the chief executives of the Company, the interests and short ~ ABFH - BIEELFRPEKEIE3I6HKEEEZART
positions of the substantial shareholders/other persons in the  ZERMALHEZTIERE HMATRART 2 KN R
shares and underlying shares of the Company as recorded in  HEBRMPZEFZIARWT ¢

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 of 1) TERRRADTIRMBZERS
the Company

Approximate

Number of percentage of
shares of the shareholding
Name of shareholder Capacity Long position Company held  of the Company
g% N A RD AR E
BRR AR 5% #a BH#A ZHRNED
PYI Interest of controlled Long position 375,826,317 62.92%
corporation (Note) 5=
WREHER 2 #a3 (H:7)
PYI Treasury Group Limited (“PYIT") Interest of controlled Long position 375,826,317 62.92%
corporation (Note) e
REEHER 2 s (M)
Growing Success Limited (“Growing Interest of controlled Long position 375,826,317 62.92%
Success”) corporation (Note) e
RREHEE 2 #% (Wit)
Paul Y. Investments Limited (“PYIL") Beneficial owner (Note) Long position 375,826,317 62.92%
EmEAA ) HE
CIM Dividend Fund Limited Investment manager Long position 61,347,869 10.27%
RELRE HE
Note: Mt -
PYIL is a wholly-owned subsidiary of Growing Success which is in turn PYILAGrowing Successz 2 & Wi B 22 7] © M Growing Successfl

a wholly-owned subsidiary of PYIT. PYIT is a wholly-owned subsidiary RBPYITZ 2 B W B 2 7 PYITRPYIZ &2 E M B 2 @ ° Growing
of PYI. Growing Success, PYIT and PY!| are deemed to be interested in Success * PYIT PYI #i8 ARPYILEA 2 AR AR MO R #EA S -
the shares in the Company held by PYIL.
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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)

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

BERSRBERAEB6HRFEZ2ETH
At T ERR HitA LT ZEBERAXA

(%)

(2) HMATRE2AROGREABRG 2#ESE

Number of
underlying Approximate
Number of shares (unlisted percentage of
shares of the equity derivatives) shareholding of
Name of person Capacity Long position Company held of the Company held Total the Company
g =¥ N BEAT
A RAH HERGGELS IR 7
HitATE /B8 5% 395 RAEE RAFTETE)#A BE zENEIH
Mr Daniel Saul Och Interest of controlled  Long position 32,456,541 9,398,607 41,855,148 7.01%
corporation (Note) ##&
REEHEE 2 #5
(Fit)
Och-Ziff Capital Interest of controlled  Long position 32,456,541 9,398,607 41,855,148 7.01%
Management Group corporation (Note) &
LLC ("Och-ziff Capital”) AZEGEE 2R
(Hit)
0Z Management, L.P. Investment manager  Long position 32,456,541 9,398,607 41,855,148 7.01%
("0Z Management") (Note) e
RERE (Hi2)
0Z Master Fund, Ltd Beneficial owner Long position 31,649,245 6,814,849 38,464,094 6.44%
("0Z Master") (Note)
ERBERAMZ) HE
Platinum Global Dividend Investment manager  Long position 36,000,000 - 36,000,000 6.03%

Fund Limited REER e

Note: OZ Master was a fund managed by OZ Management. Och-Ziff
Holding Corporation (“Och-Ziff Holding”) was the sole general
partner of OZ Management, and Och-Ziff Capital was in turn
the sole shareholder of Och-Ziff Holding. Mr Daniel Saul Och
controlled approximately 79.1% of the voting power at general
meetings of Och-Ziff Capital. OZ Management, OZ Holding,
Och-Ziff Capital and Mr Daniel Saul Och were deemed to be
interested in the shares of the Company held by OZ Master and
other funds under the SFO.

Save as disclosed above, at 31 March 2008, the Company has
not been notified of any interests or short positions 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 2008.

The Corporate Governance Report is set out on pages 31 to
47 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 2008 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$235,000.

AUDITOR

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, 18 July 2008
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