Dear Shareholders,

It is my pleasure to present the 2007 Interim Report of Paul Y. Engineering

Group Limited (the “Group”) for the six months ended 30 September 2006.

The Group’s performance for the first half of the year has been strong, and
| am pleased to report that net profit after taxation reached HK$54 million
(2005: HK$46 million), representing an increase of 18% compared with
the figures of the same period last year. This represents a return on equity
of 14% for the first six months of the year. Cash, bank balances and
deposits have stood strong at HK$266 million. The Group is committed to a
consistent dividend policy and we are pleased to announce an interim
dividend of 3.5 HK cents per share which is equivalent to a pay-out ratio of
approximately 38%.

For the Group, the first six months of the year have been a story of growth.
In addition to business expansion in exciting new markets like Mainland
China and Macau, we have also witnessed a recovery in Hong Kong’s
economy that is driving organic growth in our home market.

The Group has also been growing in scope — realizing the value of our
industry experience by moving into professional services for the
construction industry. Against this backdrop, the Group has developed
stable business momentum and a sound strategy to capture the
opportunities in the future.

On behalf of the Board, | would like to take this opportunity to thank our
former Executive Director & Chief Operating Officer, Ir Edgar Kwan, for his
invaluable contribution to the Group.

| would also like to thank all of our shareholders for their continued
support; as well as our clients and business partners for their belief in our
services and our overall strategic vision. Last but not least, | would like to
recognise my fellow Board members and our staff for their tireless
contributions, dedicated effort and loyal service to the Group.

James Chiu, 0BE, JP
Chairman

Hong Kong, 14 December 2006
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