Financial Review H17#%[0EE

Review of Financial Performance and Position

For the year ended 31 March 2007, the Group recorded a consolidated
turnover of about HK$4,782 million (2006: HK$3,540 milion), representing
an increase of about 35% when compared with that of last corresponding
year. The increase was mainly attributable to the increase in the

Group’s business in management contracting.

Profit
Profit before taxation of about HK$327 million was achieved as
compared with about HK$367 million for last year. The Group’s profit

before taxation was composed of:

(i) net gain of about HK$59 million in management contracting,
project management and facilities management businesses
(2006: HK$138 million);

(ii) net gain of about HK$3 million in LPG distribution (2006: Nil);

(iii) net gain of about HK$174 million in treasury investment
(2006: HK$80 million);

(iv) net gain of about HK$14 million in property investment
(2006: HK$12 million);

(v) interest income and other income of about HK$42 million
(2006: HK$108 million);

(vi) discount on acquisition of LPG business of about HK$4 million
(2006: Nil);

(vii) gain on disposal of interest in an associate of about HK$5 million
(2006: Nil);

(vii)  net gain of about HK$223 million from associates and jointly
controlled entities (2006: HK$10 million) ;

(ix) development costs of about HK$14 million in port and
infrastructure development and logistics business (2006: Nil);

(x) net corporate and other expenses of about HK$159 million
(2006: HK$128 million), of which HK$23 million (2006: HK$3
million) was attributed to share-based payment expense for
share options granted to directors and employees. Higher
corporate costs were employed to support the business
expansion and the growing turnover during the year; and

(xi)  finance costs of about HK$24 million (2006: HK$17 million).
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The amount of profit before taxation in last year included increase in

fair value of derivative financial instruments of about HK$18 million,
increase in fair value of investment properties of about HK$85 million
and gain on disposal of subsidiaries of about HK$61 million. None of

these items occurred in the current year.

Net profit for the year attributable to the shareholders of PYI was about
HK$346 million (2006: HK$279 million) and basic earnings per share
was HK23.6 cents (2006: HK20.4 cents). Such improvement was
mainly due to deferred tax credit of HK$63 miillion arising from a reduction
of the PRC enterprise income tax rate from 33% to 25% as promulgated
in March 2007 .

Financial Position

When compared with the Group’s financial position as at last year end,
total assets increased by 27% to about HK$7,621 million (2006:
HK$5,982 million) and net current assets decreased by 36% to about
HK$824 million (2006: HK$1,284 million). These changes were mainly
attributed to the Group’s further capital injection into developing projects
relating to its port and infrastructure development and logistics business,
as well as its fund contribution to the acquisition of LPG distribution
business which started to operate during the current year. Consequently,
current assets decreased from 1.7 times to 1.3 times of current liabilities.
After accounting for the net profit of about HK$346 million net of
dividends paid/declared of about HK$370 million, equity attributable
to shareholders of PYI increased by 8% to about HK$2,772 million
(2006: HK$2,571 million), representing HK$1.86 per share as at 31
March 2007 (2006: HK$1.86 per share).

Net cash inflow from operating activities was about HK$375 million,
and net cash outflow in respect of investing and financing activities was
about HK$333 million, resulting in a net increase in available cash and

cash equivalents of about HK$42 million for the year.

Total shareholder return for the year ended 31 March 2007, representing
the increase in share price of PYI during the year plus dividends paid
during the year, is about 38% (2006: 37%).
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Liquidity and Capital Resources

The Group continues to adopt a prudent funding and treasury policy
with regard to its overall business operations. A variety of credit facilities
are maintained to meet its working capital requirements and committed
capital expenditures. The loans of the Group bear interest at market
rates and are with terms of repayment ranging from one year to seven
years. In an effort to minimize the adverse impact of exchange rate
and interest rate fluctuations on the Group’s earnings, assets and
liabilities, the Group continues to manage the fluctuation exposures

on specific transactions.

As at 31 March 2007, the Group’s total borrowings amounted to about
HK$1,024 million (2006: HK$688 million) with HK$597 million (2006:
HK$523 million) repayable within one year and HK$427 million (2006:
HK$165 million) repayable after one year. Out of the Group’s total
borrowings of about HK$1,024 million as at 31 March 2007, about
HK$226 million was non-recourse to the Group (excluding Paul V.

Engineering Group Limited and its subsidiaries).

As at 31 March 2007, HK$262 million (2006: HK$404 million) of the
Group’s borrowings bore interest at floating rates and were denominated
in Hong Kong dollars, HK$600 million (2006: HK$142 million) bore
interest at floating rates and were denominated in Renminbi, and
HK$162 million (2006: HK$142 million) bore interest at a fixed rate and
were denominated in Renminbi. The Group’s gearing ratio was 0.37
(2006: 0.27), which is calculated based on the total borrowings of
HK$1,024 million (2006: HK$688 million) and the Group’s shareholders’
fund of HK$2,772 million (2006: HK$2,571 million).

Cash balances as at 31 March 2007 amounted to about HK$779
million (2006: HK$785 million), of which about HK$43 million (2006:
HK$119 million) has been pledged to banks to secure general credit
facilities granted to the Group. As at the year end, the Group has a
net debt position (being cash balances net of bank borrowings) of
HK$185 million (2006: net cash of HK$313 million).

During the current year, PYl issued and allotted 68,500,000 ordinary
shares as consideration for acquiring a further 7.4% indirect interest
in the Yangkou Port project.
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In addition, the Group contracted to pay for the consideration of

acquiring the LPG assets and business in Wuhan, as to RMB350 million
in cash and RMB120 million by way of convertible notes, which were
issued subsequent to the year end. The Group also obtained a 7-year
bank term loan in principal amount of RMB300 million as the primary
facility to finance this acquisition. As at 31 March 2007, the Group
utilised the said bank term loan in an aggregate amount of RMB262
million.

Contingent Liabilities

As at 31 March 2007, the Group has contingent liabilities in respect
of guarantee given to a bank for banking facilities to an associate of
about HK$9 million (2006: HK$9 million), which was non-recourse to
the Group (excluding Paul Y. Engineering Group Limited and its

subsidiaries).

Pledge of Assets

As at 31 March 2007, certain property, plant and equipment, land and
sea use rights and bank deposits of the Group with an aggregate value
of about HK$644 million (2006: HK$197 million) and benefits under
certain construction contracts have been pledged to banks and financial
institutions to secure general credit facilities granted to the Group. As
at 31 March 2007, about HK$53 million (2006: HK$76 million) of these
pledged assets used to secure credit facilities which were non-recourse
to the Group (excluding Paul Y. Engineering Group Limited and its

subsidiaries).

Commitments

As at 31 March 2007, the Group has expenditure contracted for but
not provided for in the consolidated financial statements in respect of
acquisition of certain property, plant and equipment, project under
development and properties under development in the amount of about
HK$1,520 million (2006: HK$92 million).
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