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PYI achieved satisfactory financial results for the year, with turnover
of HK$4,836 million and gross profit reaching HK$360 million.
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DEAR SHAREHOLDERS,

It is my pleasure to report that PYI achieved satisfactory financial
results for the year ended 31 March 2009, with turnover of
HK$4,836 million and gross profit reaching HK$360 million,

a decrease of 16% from that of the preceding year. Net profit was
HK$139 million, with earnings per share reaching HK9.2 cents
(HK3.9 cents adjusted due to completion of the rights issue).
Shareholders’ funds increased by HK$270 million to HK$3,647
million, representing a NAV per share of HK$2.42 (HK$0.88
adjusted due to completion of the rights issue).

YANGTZE - ENGINE TO PUSH AHEAD RECOVERY

In the year 2008, the global economy was adversely affected by
the global financial tsunami which was triggered by the subprime
mortgage crisis. The Mainland economy inevitably also went
through mild consolidation as supply of credit tightened and
export trade sharply declined. Its growth momentum, however,
was successfully maintained as the Central Government launched
a RMB4 trillion program to induce expansion in capital expenditure
and domestic demands. While the global economy stabilized in the
first quarter of 2009, China is widely anticipated to be the engine
of global recovery.

Among the regions in the Mainland, the spearheading position

of the Golden Waterway, especially the Yangtze Delta Region, is
confirmed as part of the national policy. The State Council describes
the area as “the strongest comprehensive strength among regions
in China, and it holds a strategic position and plays a driving

force in the socialist modernization”. In order to build up the
Yangtze Delta Region as a “key international portal in the Asia-
Pacific region, an important base for advanced manufacturing in
the globe, a world-level cluster of cities with strong international
competitiveness”, the State Council urges the consolidation of port
facilities and the building of a modern logistics network.

Our Yangtze Strategy, a project which began six years ago with the
aim to build up a network of bulk cargo ports in the Yangtze River
Region, follows this national vision. With measured yet bold steps
throughout these years, we have achieved several milestones in
2009 and laid the foundation for further developments in

the future.
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REVIEW OF OPERATIONS

Port and Infrastructure Development and Logistics

PYI continues to take measured steps in materializing our bulk
cargo logistics network along the Yangtze River, delivering
satisfactory progress and promising results.

Yangkou Port

Yangkou Port contributed about HK$41 million (2008: HK$97
million) to the Group’s operating profit for the year under review.
The income was derived from project management and access
rights of infrastructure in Yangkou Port. The performance was
affected by the drop in project management income owing to
completion of certain project management services during the year.

Yangkou Port declared soft open in October 2008, with the
navigation channel also declared open and a general cargo berth
in operation. The construction of the 12.6 km Yellow Sea Crossing
was completed and the construction of the Pipeline Bridge
commenced in February 2009.

The 1.4 sq km man-made island, the Sun Island, was substantially
completed in 2008. A 0.3 sq km land parcel was handed over to
PetroChina for the construction of a LNG facility, which is expected
to be completed in 2010.
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In addition to the 4.16 sq km formed land completed in the
preceding year, about 4.45 sq km of our 42 sq km land bank had
reached the formed and serviced stage and obtained the certificate
of completion of land reclamation during the year. As at 31 March
2009, about 2.95 sq km of the 4.45 sq km newly formed land has
been reclassified as investment properties and measured at fair
value of about HK$705 million. The remaining 1.5 sq km newly
formed land is classified as stock of properties held for trading and
carried at historical cost.

Embankment works for the final 20 sq km industrial land bank has
commenced, with 10 sq km scheduled for completion in 2010.
Highways, railway, canal and other connecting infrastructure and
utility associated with Yangkou Port are being developed by other
parties. In June 2009, the State Council has approved in principle
the Jiangsu Coastal Region Development Plan, which contains
Yangkou Port as one of the major focal development points.

Nantong Port

Nantong Port contributed about HK$38 million (2008: HK$34
million) to the Group’s net profit for the year. Its net profit
amounted at about HK$85 million (2008: HK$76 million) for the
year ended 31 December 2008.
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Despite the challenging operational environment since the global
financial crisis, annual cargo throughput of Nantong Port Group still
reached 54 million tonnes in 2008, a decrease of 7% from previous
year. Container throughput recorded new high at 400,000 TEUs,
representing 8% year-on-year growth.

In November 2008, taking account of the adverse market situations
and to conserve financial resources, PY| decided to forego the
opportunity to acquire up to 12.32% equity interest in Nantong
Port Group.

Investment Opportunities in Other Ports on the Yangtze

In September 2008, PYI entered into an agreement to invest in
Yichang Port Group Limited (“Yichang Port Group”) by the injection
of new capital into Yichang Port Group, which represented a 51%
equity interest in the registered capital of Yichang Port Group as
enlarged by the investment. The total consideration amounted to
RMB 114 million (equivalent to about HK$130 million) and 60%

of it was paid in April 2009. The transaction is expected to be
completed by October 2009.

Subsequent to the year end, PYIl acquired 25% interest in Jiangyin
Sunan International Container Terminal Co., Ltd. from Shanghai
International Port Group at a consideration of RMB27.65 million
(equivalent to about HK$31.4 million) in June 2009.

These earning accretive investments will make our network along
the Yangtze River more complete and synergized, and are expected
to generate profit in the foreseeable future.

Engineering Business — Paul Y. Engineering

The Paul Y. Engineering Group achieved turnover of HK$4,427
million during the year, down 10% compared with last year (2008:
HK$4,913 million). It contributed about HK$80 million (2008:
HK$129 million) to the Group’s operating profit during the year.
The decline in gross profit was due to slight decline in revenue and
tightening margin arising from volatile material and labor cost.
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Yangkou Port declared soft open in October 2008, with the
navigation channel also declared open and a general cargo berth

In operation.
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During the year, Paul Y. Engineering Group secured new contracts
totalling HK$4,149 million in aggregate value, a 165% growth
year on year. Subsequent to the year end, the engineering business
secured additional contracts of HK$2,662 million.

As at 31 March 2009, the total value of contracts on hand of Paul
Y. Engineering Group is about HK$10,625 million (2008: HK$9,507
million), a 12% growth year-on-year.

LPG Distribution

The LPG distribution business of Minsheng Gas contributed about
HK$26 million to the Group's operating profit (2008: loss of HK$8
million) for the year under review. The performance of Minsheng
Gas improved substantially during the year, with distribution volume
and throughput at the river terminal and the storage tank facilities
showing growth again since the third quarter of 2008. The LPG
distribution returned to healthy operating margin after several price
uplifts approved by the Central Government since June 2008.

Property Investment and Trading

Property investment and property trading in aggregate contributed
about HK$662 million (2008: HK$669 million) to operating profit
for the year. The profit is mainly attributed to the gain on fair value
of investment properties of HK$669 million (2008: HK$638 million)
arising from the 7.11 sq km (2008: 4.16 sq km) formed land in
Yangkou Port, and a relevant deferred tax charge of HK$311 million
(2008: HK$267 million) was charged to the income statement.

Out of the 8.61 sq km land bank having reached the formed

and serviced stage as at 31 March 2009, about 1.5 sq km has
been classified as stock of properties held for trading and carried at
historical cost.

Wanhua Zijin Garden, a residential property development near
Yangkou Port with a gross floor area of 65,000 sq m, is partially
completed and contributed turnover amounted to HK$21 million
(2008: Nil) during the year.
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Nantong International Trade Center is a commercial and office
development in the heart of Nantong City with a gross floor area
of some 80,000 sq m. This complex was topped out in November
2008. Presale activities are underway and completion is scheduled
in early 2010.

In Hangzhou, PYI holds an investment property, the Pioneer
Technology Building, which is an office building with gross floor
area of some 20,000 sg m. The building contributes rental income
of HK$4 million (2008: HK$0.5 million) and occupancy is expected
to be in excess of 80% by the end of 2009.

Treasury Investment

The treasury investment business contributed about HK$33 million
(2008: HK$42 million) towards operating profit for the year.
Portfolio of high-yield loans receivable amounted to about HK$353
million (2008: HK$340 million), equivalent to about 3% (2008: 3%)
of the total assets of the Group.

MAJOR SUBSEQUENT EVENTS

On 2 September 2008, the Group entered into an agreement

to invest about HK$170 million (subsequently changed to about
HK$130 million) for 51% equity interest in Yichang Port Group.

On 17 April 2009, the Group paid a sum of about HK$78 million
with the remaining sum of about HK$52 million to be payable in or
before October 2009.
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In June 2009, the Group acquired 25% interest in Jiangyin Sunan
International Container Terminal at a consideration of RMB27.65
million (equivalent to about HK$31.4 million).

On 30 April 2009, the Company proposed to raise about HK$362
million to about HK$431 million before expenses by way of the
rights issue of not less than 3,016,787,034 rights shares and not
more than 3,588,897,924 rights shares on the basis of two rights
shares for every share of PYI then held (the “Rights Issue”) at the
subscription price of HK$0.12 per rights share payable in full on
acceptance. The Rights Issue was approved by PYI shareholders in
a special general meeting held on 9 June 2009 and 3,019,350,218
rights shares were being allotted. The net proceeds of about
HK$350 million are intended to be used on PYI’s investment in port
and port-related projects and as general working capital of PYI.
Details of the Rights Issue are set out in the circular and prospectus

of the Company dated 22 May 2009 and 12 June 2009 respectively.

Apart from the above, there are no other major subsequent events
since the balance sheet date and up to the date of this report.
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OUTLOOK

China is maintaining moderate economic growth through the
implementation of effective domestic stimulus programs on

capital expenditure and internal demands. Long term sustainability
would have to depend on healthy international trades and foreign
investment and, more importantly, on the recovery of the global
economy. It is evident that the global financial market will take
quite some time to recover.

The general trading conditions along the Yangtze is improving with
moderate growth in the first half of 2009. Our Yangtze Strategy
will continue moving forward within the framework of the Jiangsu
Coastal Region Development Plan, Yangtze Delta Development Plan
and the Central and Western Regional Development Strategies.
With the strengthened financial capacity, PYl is ready to deliver the
strategic options on our Yangtze Strategy with a view to enhance
the PYI shareholders’ return.
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The State Council describes the Yangtze Delta region as “the
strongest comprehensive strength among regions in China, and it
holds a strategic position and plays a driving force in the socialist
modernization”.
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I would like to take this opportunity to express my appreciation to RAAZRNROBRHAEBFENERELBERE
our Chairman for his vision and leadership, to our board members EEROANBERGHER  UREBRAM
for their valuable guidance and monitoring, and our staff team B BB ER - EES ANBEREERH LR
across Hong Kong and the Mainland for their steadfast work and REYEERBOGEE  TARHE -

contribution over the year. We also appreciate our business partners
and shareholders for their trust in our strategic vision.

Yours faithfully,

A
Tom Lau 28R
Managing Director ERR
Hong Kong, 17 July 2009 A - 200067H178
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