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Headquartered in Hong Kong, Paul Y. Engineering Group Limited
is dedicated to providing full-fledged engineering and property
services, with operations in Hong Kong, Beijing, Shanghai, Chongqing,
Guangzhou, Hangzhou, Macau and Kuwait.

Riding on more than six decades of experiences and professionalism,
Paul Y. Engineering adds value to its distinguished client base and
properties by delivering integrated solutions, from concept to
completion and ongoing management, as well as components that
best match clients’ needs and expectations.
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CHAIRMAN'’S STATEMENT
ERHREE

Dear Shareholders,

I am pleased to present the Interim Report of Paul Y. Engineering
Group Limited (the “Company’, together with its subsidiaries, the
"Group”) for the six months ended 30 September 2011.

The Group's performance for the first half of the year was satisfactory
despite the rising inflation. Profit attributable to shareholders of
the Company was about HK$15 million (2010: HK$14 million), an
increase of about 6% compared with the same period last year. Cash,
bank balances and deposits stood strong at about HK$355 million.
Turnover during the period was about HK$2,067 million (2010:
HK$2,232 million), a decrease of about 7% compared with the same
period last year. The board of directors does not recommend the

payment of an interim dividend.

Amid widespread economic uncertainty plagued by impacts of
debt crisis in Europe and slackening of the US economy, Hong
Kong's economic growth achieved in the beginning of the year
has continued to show signs of slowing down in recent quarters.
Nevertheless, with the increase in capital expenditures committed by
the HKSAR Government and the investment by private investors, local
public building and construction works are still in great demand.
During the period, the Group secured new contracts with a total
value of about HKS$3,412 million (2010: HKS$1,506 million) which
was about 1.3 times more than the value for the last corresponding
period. As at 30 September 2011, the value of contracts on hand was
about HK$11,158 million, while the value of remaining works stood
at approximately HK$7,219 million, up by approximately 22% as
compared to the corresponding amount as at 31 March 2011. On the
other hand, the shortage of professional engineers and skilled labour,
and the inflation in Hong Kong pushed up the construction costs and
limited the growth in profit margin.
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The Group is in its continuous efforts to explore new projects and
potential business developments that stand to benefit the Group and
the shareholders. In August 2011, the Group announced its proposed
acquisition of a 50% interest in a new film joint venture, Legendary
East Ltd,, for a total consideration of US$220.5 million, to capture the
infinite potential of the filmmaking business, especially in Mainland
China, while at the same time maintaining major interests in our
existing engineering and construction businesses. The proposal was
approved by our shareholders at the special general meeting held
on 15 November 2011 and is expected to be completed before the
end of 2011 after fulfillment of certain conditions. The Board believes
that this proposal will diversify our business undertakings in a sector
with growth potential and enhance total shareholders’ value for all
shareholders.

I would like to express my appreciation to our shareholders,
customers, and business partners for their continuous support. |
would also like to thank my fellow Board members for their guidance,
and all our staff for their dedication and hard work.

James Chiu, OBE, JP
Chairman

Hong Kong, 25 November 2011
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CHIEF EXECUTIVE OFFICER’S REPORT

TTHERES

Dear Shareholders,

It is my pleasure to present the interim results of Paul Y. Engineering
Group Limited (the “Company”) and its subsidiaries (the “Group”)
for the six months ended 30 September 2011, together with
the comparative figures for the corresponding period in 2010.
The consolidated income statement, consolidated statements of
comprehensive income, financial position, changes in equity, and
cash flows of the Group, all of which are unaudited and condensed,
along with selected explanatory notes, are set out on pages 23 to
46 of this report, which has been reviewed by the Company’s Audit
Committee and external auditor.

REVIEW OF FINANCIAL PERFORMANCE AND POSITIONS

During the period under review, the construction industry continued
to benefit from the increase in capital works expenditure in both
Hong Kong and Macau. Private investors and developers also started
to put on stream the construction works of their building plans.
Nevertheless, competition in the industry was still intense in terms of

pricing and human resources.

For the six months ended 30 September 2011, the Group recorded
a consolidated turnover of approximately HK$2,067 million (2010:
HKS$2,232 million), a decrease of approximately 7% from that of
the last corresponding period as the Group had dedicated certain
resources to the joint ventures with other contractors in major
infrastructure projects. Taking into account the share of turnover of
associates and jointly controlled entities attributed to the Group, the
turnover would be approximately HK$2,336 million, representing
an increase of approximately 4%. Gross profit decreased by
approximately 21% or approximately 6% (including share of profit
(loss) before tax of associates and jointly controlled entities) as a result
of the rise in manpower costs and materials price. Profit attributable
to owners of the Company for the period was approximately HK$15
million (2010: HK$14 million), up by approximately 6%. Basic earnings
per share was 2.4 HK cents.

As at 30 September 2011,
approximately HK$2,921 million, compared to approximately
HKS$2,772 million as at 31 March 2011.
approximately HK$2,397 million, representing approximately 1.05

total assets of the Group were
Current assets were

times the current liabilities. Net cash was approximately HK$32
million and the equity attributable to owners of the Company stood
at approximately HK$622 million.

Net cash flow used in operating activities was about HK$62 million
and net outflow in respect of investing and financing activities was
approximately HKS5 million, resulting in net decrease in cash of
about HK$67 million during the period.
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REVIEW OF OPERATIONS

Management Contracting division continued to be the major
contributor during the period. Turnover of this division amounted to
approximately HK$2,042 million (2010: HK$2,227 million), down by
about 8% or approximately HK$2,298 million if the share of turnover
of associates and jointly controlled entities was included, an increase
of approximately 3%. It reported operating profit of approximately
HK$36 million (2010: HKS50 million).

During the period under review, the Management Contracting
division secured new contracts of approximately HKS$3,412 million,
representing an increase of approximately 127% as compared to the
amount of HK$1,505 million for the last corresponding period.

As at 30 September 2011, the value of contracts on hand was
approximately HK$11,154 million, while the value of work remaining
had increased by about 22% to approximately HK$7,217 million as
compared to approximately HK$5,908 million as at 31 March 2011.
After the end of the period, the division secured further contracts of
approximately HK$ 1,848 million.

The Property Development Management division reported a profit
of less than HKS$1 million for the period under review. The value of
contracts on hand for Property Development Management division
at the period end was approximately HK$4 million.

LIQUIDITY AND CAPITAL RESOURCES

The Group adheres to prudent funding and treasury policies in its
operations, maintaining a variety of credit facilities with various
banks to meet requirements for working capital. At 30 September
2011, the Group had total borrowings of approximately HK$323
million, of which approximately HK$312 million are repayable within
one year. Cash, bank balances and deposits at period end totalled
approximately HKS$355 million, of which approximately HK$284
million, HK$65 million and HK$6 million were denominated in Hong

Kong Dollars, Renminbi and Macau Patacas respectively.

Approximately 99.9% of the Group's borrowings as at 30 September
2011 bear interest at floating rates and are denominated either
in Hong Kong Dollars or Renminbi. The Renminbi borrowings are
directly tied in with the Group's business in the Mainland China. The
Group's gearing ratio, based on total borrowings of approximately
HK$323 million and equity attributable to owners of the Company of
around HK$622 million, is increased to about 0.52.
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