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CORPORATE GOVERNANCE PRACTICES

PYI Corporation Limited (“PYI” or the “Company”, together with
its subsidiaries, the “Group”) strives to attain and uphold high
standard of corporate governance and maintain well-established
corporate governance practices for the benefit of shareholders of
PYI and other stakeholders.

Throughout the year ended 31 March 2012, PYI has applied the
principles and complied with all the applicable code provisions of
the Code on Corporate Governance Practices (‘CG Code”) as set
out in the old Appendix 14 to the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), which were in effect until 31
March 2012, and, where appropriate, has adopted some of the
recommended best practices except for certain deviations which
are stated below:

(@) Code Provision A.2.1

Code Provision A.2.1 stipulates that the roles of the chairman
and chief executive officer (“CEQ”) should be separated and
performed by different individuals. Following the retirement of
Dr Chow Ming Kuen, Joseph on 16 September 2011, Mr Lau
Ko Yuen, Tom, the Managing Director (equivalent to CEO) of
PYI1, has been appointed as chairman of PY! (“Chairman”) and
has performed the roles of Chairman and CEO with effect from
26 September 2011.

The Board believes that it is appropriate and in the interests of
PYI for Mr Lau to take up both roles at the present stage as

it helps to ensure consistent leadership within the Group and
enable more effective and efficient overall strategic planning

for the Group. The Board also believes that the balance of
power and authority for the present arrangement will not be
impaired and is adequately ensured by the current Board which
comprises experienced and high calibre individuals with half the
number thereof being independent non-executive directors.
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(b) Rule 3.21 of the Listing Rules

The Audit Committee of the Company was comprised of at
least three independent non-executive directors except for the
period from 29 September 2011 to 20 November 2011.

Following the resignation of Mr Kwok Shiu Keung, Ernest as
an independent non-executive director of the Company on
29 September 2011, the Audit Committee of the Company
was comprised of two members which number fell below
the minimum number of three as required under Rule 3.21 of
the Listing Rules. Upon the appointment of Mr Li Chang An
as a member of the Audit Committee of the Company on 21
November 2011, the Company was in strict compliance with
Rule 3.21 of the Listing Rules.

PYI has also adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules applicable to PYI's directors as
well as senior management of PYI. After having made specific
enquiries, all directors and senior management of PY| have
confirmed their compliance with the required standard set out in
the Model Code during this financial year.

Since the launch of PY| Code of Conduct in October 2009, all PYI’s
directors, senior management and staff have been under specific
obligations to comply with the ethics and principles by which our
business is conducted and have been allowed to report actual or
potential violations of the Code through stated procedure. Non-
compliance with the Code will result in disciplinary action. During
this financial year, we are not aware of any non-compliance with
the Code.
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CORPORATE GOVERNANCE STRUCTURE TEEREE
The structure below shows the key parties involved in our AEBZOEERERREER  SRZEBREEBENT

corporate governance practices and policies within the Group.
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SHAREHOLDERS

As part of corporate governance, PYl is committed to safeguard
shareholders’ interests. To achieve this, PY| has established the
Shareholders’ Communication Policy setting out various channels
of communication with shareholders and investment community
for ensuring effective disclosure of Company’s performance and
business activities.

PYI regards its shareholders’ meetings as valuable forum for

PYI's shareholders to raise comments and exchange views with
the Board face to face. All our directors and senior management
and representative from external auditor will make effort to attend
shareholders’ meetings and address queries from shareholders.
Also, simultaneous translations in English and Cantonese are
arranged during the meetings to ensure that the shareholders
understand the content of the issues discussed during the conduct
of the meetings.

During the year 2011/12, PYI held two general meetings. Voting
on resolutions put forward at the general meetings has been taken
by way of poll and all poll results have been published and posted
on the website of PYl and the Hong Kong Exchanges and Clearing
Limited’s website (the “HKEx’s website”). Apart from a resolution
on adjournment of the special general meeting held on 17 October
2011, which was put forward at the request of a shareholder at
that meeting, all resolutions put to shareholders were passed at
the two general meetings. The resolutions and the percentage of
votes cast in favour of the resolutions are set out below:

PYI’'S GENERAL MEETINGS HELD DURING THE YEAR

EEAFEBTHRERRAS

IR R

EREEE RN —H0  RERARBRRFENHEE -
RTEBE-BR RECRUMREBMABE  BRil%
BREERRRREALER UERBEXEEARA

REGEABRRAERREBRRAEZRRLERLRE
EAN—EAEEFE - -MARENESE SAEEEM
SINERBMRARERERTHERRERE  NEERKER
BARF o MO EEABE RMERHEENERE
BB E R UWERBRRTBESRETHAN®
AR -

R2011/12F € (REBHAMABRERE - REAEH)
BREYUBRENFARR MAEBRENLERBERE
MURBEBZGREEMERAREY ([EEXFHE
uh ) EFIE - BRR2011F10A17TE 2R EFRIAE L5
—ERRBREERITZCHIREZRIN IERE
BREZHER IRBRRASLESAB FREZER
RERBBZRZZEHLE  J|&HET

Annual General Meeting on 16 September 2011
R201159 16 R BITHRRBFARE

v/ Approval of the 2011 audited accounts
BE0IFEMNKEEZRE

v/ Declaration of final dividend for the year ended 31 March 2011
FIREZ2011F3A31HIEFEZ KBRS

v/ Declaration of special dividend for the year ending 31 March 2012

TR 220123831 H IEFE 2RI 2

v/ Re-election of Mr Chan Shu Kin as director
ERRBBRELERES

v/ Re-election of Mr Li Chang An as director
EEFELREERES

v Approval of directors’ fees in aggregate amount of not exceeding HK$4,000,000

per annum for all directors
BBRTEBEFTEB I THBBETF4,000,000ETHEFHES

% of Votes Cast For
BREEMLE

100%

100%

100%

100%

99.70%

100%
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PYI’'S GENERAL MEETINGS HELD DURING THE YEAR (continued)

EFAFEETHRERRAE (9

Annual General Meeting on 16 September 2011 (continued)
R2011F9R16 R BITHWRRBFKE (&)

v/ Re-appointment of Deloitte Touche Tohmatsu as auditor and authorisation to Board

to fix its remuneration

BEZERY - HERSTSAMTARBMEEEEZRETAM

v/ Grant of general mandate to directors to issue shares
BTESEITROK —RITE

v/ Grant of general mandate to directors to repurchase shares
BT ESDERG K —RTE

v/ Extension of the share issue mandate to directors
BABTEEHTRMDZEN

v/ Approval of the refreshment of the 10% limit on grant of options under the share

option scheme of Paul Y. Engineering Group Limited

HETHRBREEZZEEER AR BRE R EBREZ10%R A

Special General Meeting on 17 October 2011
R2011F1017TEBTHRREAKE

v/ Approval of the deemed very substantial disposal of majority interest in Paul .

Engineering Group Limited
HEREFREEAHERERESBARAA  ZE R

Apart from holding shareholders’ meetings, PYI also endeavours
to maintain effective communication with all shareholders through
other channels such as the publication of annual and interim
reports, announcements, circulars as well as news releases (all

in bilingual languages) so as to provide extensive information on
the Group’s activities, financial position, business strategies and
developments to enable them to make informed decision on
matters relating to their investment and the exercise of their rights
as shareholders of PYI. Such information is also available on PYI
website - www.pyicorp.com and the HKEX’s website.

Our website is an effective mean of communicating with
shareholders. Any shareholders who have questions or comments
on what we are doing are most welcome to contact us at any time
through the website. We will try our best to answer the questions
in a short time.

At pages 68 to 72 of this annual report, we have designated a
section called “PYI and Shareholders” which serves to provide
shareholders with more information such as the shareholding of
PYI and details of top shareholders as at the year end.
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Shareholders’ Rights

PYI recognises the importance of ensuring that shareholders’
rights are protected. In accordance with PYI’s bye-laws and the
applicable laws of Bermuda, all PYI’s shareholders are entitled to
attend or be represented by proxy and vote at general meetings.
PYI’s shareholders holding not less than one-tenth of the paid up
capital of PYI carrying the right of voting at general meetings have
the right to require a special general meeting to be called and
propose transaction of business.

All PYI's shareholders have the right to propose person for election
as director of PYI. The relevant procedure for proposing a person
for election as director of PYI is set out in the Letter of our Board
in the circular for re-election of directors and in our Shareholders’
Communication Policy.

BOARD AND BOARD COMMITTEES
Board’s Role and Delegation

The primary role of the board of directors of PYI (“Board”)

is to maximize long-term shareholder value. It assumes the
responsibility for providing effective and responsible leadership
and control of the Company, and directing and supervising the
Company’s affairs in pursuit of the Group’s strategic objectives.

The Board, led by the Chairman, approves and monitors group-
wide strategies and policies, evaluates the performance of the
Group and supervises the management.

To enhance efficiency, the Board has delegated the Managing
Director the day-to-day leadership and management of the
Group. The senior management of the Group, on the other hand,
is responsible for the management and administrative functions
and the day-to-day operations of the Group under the supervision
of the Managing Director. The corporate governance structure

of PYI as disclosed in this report at page 44 shows the detailed
relationship between the Board, the Managing Director and the
senior management as well as other stakeholders.
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Below is a summary of specific matters which are reserved for the UWTREZEREESHHHE
Board:

SUMMARY OF SPECIFIC MATTERS RESERVED FOR THE BOARD
EXREREEBENAEE

v/ Financial reporting and control
B 755 R SR AN B

v/ Equity fund raising
BARER

v/ Recommendation/declaration of dividend or other distributions
BESIEMDIENEZRKE IR

v/ Notifiable and connected transactions and price sensitive information under the Listing Rules
CETMMRADME AT R REER S RREGRER

v/ Capital reorganisation or other significant changes in the capital structure of the Group
BREEFAEEEREBNEMERNRE

Board’s Responsibility for the Consolidated Financial EFZREGEHBHREANEF
Statements

EXREREECRIAERRSTB®RE - UHRERE
The Board acknowledges its responsibility for preparing the EHAREERSAVHEREABIERETRAMAEER -
consolidated financial statements of the Group and for ensuring
that the preparation of the consolidated financial statements of the KRB BLGHMR A SRR B REEREHER
Group is in accordance with statutory requirements and applicable HETOEE  HINAERFEIORINE 2 B ZHE
standards. EER o

The statement of the auditor of the Company concerning its
reporting responsibilities on the consolidated financial statements
of the Group is set out in the Independent Auditor’s Report on
pages 90 and 91 of this annual report.
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As at the date of this report, there are 6 directors in our Board
consisting of 2 executive directors, 1 non-executive director and
3 independent non-executive directors. Accordingly, non-
executive directors account for a majority of the Board members
whereas independent non-executive directors represent half of the
Board members, thus exhibiting a strong independent element
which enhanced independent judgement. Mr Chan Shu Kin, an
independent non-executive director of the Company, has the
appropriate professional qualifications, or accounting or related
financial management expertise as required under the Listing
Rules.

RARESEY BEBFRBAUEFAK ETBEML
WITES —[UFRATESR=ZUBIFATES - H
b FMTESHESRRBENARSE - MBI
EEHESERMEFE HMREBRUNBLTE - 18
WEHE  MARBBUFNTETRHELLAR
EHRAUMERNEENEXER - LG HAREOR
BEER -

BOARD OF DIRECTORS E£/
(as at the date of this report R AR E 2 H)

3 Independent Non-Executive Directors
BYFHTES

Mr Chan Shu Kin ] 82 % 4

Executive Directors

HITES

Mr Lau Ko Yuen, Tom

Non-Executive Director

FPTES

Dr Chan Kwok Keung, Charles

Mr Leung Po Wing, Bowen Joseph 2 & 4 5% 4 + ZmR &L PRES&TE L
Mr Li Chang An £ % 4 (Chairman & Mr Chan Yiu Lun, Alan R 2B 7t 4
Managing Director (Alternate to
TREREH) Dr Chan Kwok Keung, Charles
Mr Chan Yiu Lun, Alan BAEFEE%EL)

Each of the Board members is totally unrelated to each other

and the senior management in every aspect including financial,
business, or family except the father and son relationship between
Dr Chan Kwok Keung, Charles and Mr Chan Yiu Lun, Alan.

There was no change of directors and committee members during
the year except that (i) Dr Chow Ming Kuen, Joseph retired as

an independent non-executive director of the Company at the
conclusion of PYI's annual general meeting held on 16 September
2011, and ceased to be the Chairman of the Board, chairman and
member of the Company’s Remuneration Committee, Nomination
Committee and Corporate Governance and Compliance
Committee and member of the Company’s Audit Committee

and Share Repurchase Committee (alternate to Mr Chan Shu

Kin) upon his retirement; (i) Mr Lau Ko Yuen, Tom was appointed
as Chairman of the Board with effect from 26 September 2011;
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(i) Mr Kwok Shiu Keung, Ernest resigned as an independent non-
executive director of the Company with effect from 29 September
2011, and also ceased to be a member of the Company’s Audit
Committee, Remuneration Committee, Nomination Committee and
Corporate Governance and Compliance Committee with effect
from 29 September 2011; (iv) Mr Chan Shu Kin ceased to act as
an alternate to Mr Kwok Shiu Keung, Ernest as member of the
Company’s Nomination Committee with effect from 29 September
2011; (v) Mr Li Chang An was appointed as a member of the Audit
Committee of the Company with effect from 21 November 2011;
(vi) Mr Chan Shu Kin was appointed as the chairman and member
of the Company’s Remuneration Committee and Nomination
Committee; and the chairman of the Company’s Corporate
Governance and Compliance Committee with effect from 21
November 2011; (vii) Mr Leung Po Wing, Bowen Joseph was
appointed as a member of the Company’s Nomination Committee
and Corporate Governance and Compliance Committee; and an
alternate member to Mr Chan Shu Kin of the Share Repurchase
Committee of the Company with effect from 21 November 2011;
and (viii) Mr Chan Yiu Lun, Alan was appointed as an executive
director and Director of Corporate Finance of the Company with
effect from 23 November 2011. Brief biographical details of the
directors are set out on pages 34 to 38 of this annual report and
are also available on PYI website — www.pyicorp.com.

PYI has also maintained on its website and the HKEx’s Website
an updated list of its directors identifying their roles and functions
and whether they are independent non-executive directors.
Independent non-executive directors are also identified as such in
all corporate communications that disclose the names of directors
of the Company.

Pursuant to the requirement in the Listing Rules, the Company
has received a written confirmation from each independent non-
executive director of his independence to the Company. The
Company considers all of the independent non-executive directors
are independent.
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All Board members have complied with the requirement of
Securities and Futures Ordinance regarding disclosure of their
respective interests in PYI and its associated corporations during
the year. Interests and short positions of PYI’s directors in shares,
underlying shares and debentures of PYl and its associated
corporations are disclosed in the Directors’ Report on pages 80
and 81 of this annual report.

Board Meetings and Process

In order to ensure that the Board plays an effective role in steering
the Group to do businesses in the interest of shareholders,

a schedule of Board and Board committees meetings to be
conducted within the next financial year are issued well in advance
to all members, thus well-facilitating more participation by the
directors in every meetings. Within the year, 6 Board meetings
were held and most directors recorded over 75% attendance in,
and four directors recorded 100% attendance in, regular Board
and Board committees meetings.

The Board meets at least 4 times a year to review financial
performance, strategy and operations. Notice of not less than 14
days (or other reasonable period) will be given for each meeting
and agenda and board papers will be given 3 days (or other
reasonable period) prior to the meeting.

Senior management and professional advisers are invited to
attend Board meetings to brief the Board on issues considered
by the Board where appropriate. In the event where independent
professional advice is required, the seeking of such advice was
abided by pre-approved procedures.

The minutes for all of the Board meetings, which were recorded in
sufficient detail, were circulated to all directors within a reasonable
period after meetings for their comments and were kept in the
minutes book for inspection by directors.

Also, each director is required to make disclosure of his interests or
potential conflict of interests, if any, in any proposed transactions
or issues discussed by the directors at Board meetings. Any
director shall not vote on any resolution of the Board approving
any contract or arrangement or any other proposal in which he is
materially interested nor shall he be counted in the quorum present
at the meeting.
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Board Tenure

As stipulated by PYI’s bye-laws, all directors (including non-
executive directors) are required to retire by rotation at least

once every three years and seek for re-election at annual general
meeting. At each annual general meeting, one-third of the directors
for the time being shall retire from office. Any new directors
appointed either to fill a casual vacancy or as an addition to the
Board during the year by the Board following the recommendation
of the Nomination Committee are subject to re-election by
shareholders of PYI at the next following general meeting after their
appointment.

All directors (including non-executive directors) have entered into
letters of appointment with PY1 for a term of three years subject to
retirement from office by rotation and re-election at annual general
meeting.

In the annual general meeting on 16 September 2011, Mr
Chan Shu Kin and Mr Li Chang An, being retired by rotation,
were successfully re-elected as directors of PYI for a term of
approximately three years until the conclusion of the annual
general meeting to be held in 2015.

In the forthcoming annual general meeting, Dr Chan Kwok Keung,
Charles and Mr Leung Po Wing, Bowen Joseph will retire by
rotation. The retiring directors, being eligible, seek re-election and
their respective biographies are set out in the Letter of our Board
in the circular for re-election of directors.

Directors’ Commitments

All directors are committed to devote sufficient time and attention
to the affairs of the Group. They have disclosed to PYI the identity
of public companies or organizations in which they have held
offices, and the number and nature of the offices, and are required
to notify PYI of any changes of such information in a timely manner.
Directors are also required to confirm details of biographies and
their time commitments to the affairs of PYI as well as the time
committed to other public companies or organizations on an
annual basis.
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Training and Professional Development

For all newly appointed directors, a comprehensive and tailored
induction programme is administered to ensure full awareness

of responsibilities under statute and common law, PYI Code of
Conduct, the Listing Rules and other regulatory requirements and
the business and governance policies of the Group.

PYI continued to keep abreast of any updates on the governing
laws and regulations of the jurisdictions where it operates
businesses and applicable guidelines and rules issued by
regulatory authorities. PYI believes that it is effective to enhance
corporate governance through regular trainings within the Group.
This year, our directors and senior management have attended
seminars and/or been briefed on the updates of the CG Code. In
addition to regular attendance at Board and Board committees
meetings and in order to have a better understanding of our
business operations, directors including all independent non-
executive directors have participated field trips to Nantong, Jiaxing
and Xiao Yangkou in April 2011 and May 2012 respectively.

PYI recognises the importance of continuing professional training
for directors and senior management. Apart from monthly
management updates since April 2012, on an ongoing and regular
basis, directors are encouraged to keep up to date on all matters
relevant to the Group and attend briefings and seminars as
appropriate. The training and continuous professional development
of directors and senior management will be reviewed by the
Corporate Governance and Compliance Committee on an annual
basis.

Since June 2012, we have set up a training centre in Hangzhou
office that is responsible for organising regular internal trainings for
the staff of the Group.

Board Committees

Constantly striving to achieve greater transparency and
accountability to PYI's shareholders, the Board has established five
Board committees, namely, the Audit Committee, Remuneration
Committee, Nomination Committee, Corporate Governance and
Compliance Committee, and Share Repurchase Committee; each
having specific roles, authority and functions as detailed in the
respective written terms of reference which are available on PYl’s
website — www.pyicorp.com. A majority of members of all Board
committees are independent non-executive directors.

The Board may also establish committees (including independent
board committee) on an ad hoc basis to approve projects as it
deems necessary.

HIIREXZER
HMEER G THENZAEE —EA2EREAEMH
MR EAMGTE - URREMZ2AMTEEEIRARER

ERETRTA (EWRADREMEERE - LR
AEENEBMERBKTHRE -

REEEZMHEEEB R 2EREZERE  URE
EWBELAMNBAESI AR ZERN - REMERE B
‘KE@WE%%%~EW%%Q¥%%°%$¢E'
EELEREBBHEMTE W SEHRAE T
ZEH - ﬁ% PETHRBMOEBEE RERHREE
FRLEERZESER EEREMEBIENTE
=5 RIR2011F4 A R2012F5 85 FEE  =H /N ¥ED
EHZER o

REBRRBFEIXBIHESZRRREEENERE -
B T2012F4A AR E—ASERERNER L - B A
BEHEBREMNN NEBESREMELAKREAHENMAE
=R jﬂﬂﬂé%ﬁﬁ’]?ﬁiﬁ@ﬁﬁﬂﬁﬁ o EREIBRES
ZESGREFRIESLASREEBENEIIRFTEEE
BR -

B2012F6A  HMEMMMERE L
HASBRAREEE THREIE -

Bl

EERZEE

ARIERERREREESEAELRESHEL EF
REXRCIBESEREZES AEREES HPHEE
g REAZEE BEXEANRERZEEREMNERE
ZEe BEEERZECFAERTAC HRER
BE-RETMEENFARERED LHIRERY —

www.pyicorp.com - M BEZEEFREZEENRZHNKE
EEIIFRITEE -

EEERRE
BUZEE (B

FENBERT  SAHLAERE  UBREE
RBUEZEZRE®) -

ch) REEMERLT 2012F% 53



CORPORATE GOVERNANCE REPORT

EEERRS

All Board committees have adopted, to a large extent, the same
principles, procedures, and arrangements as those of the Board

and are provided with sufficient resources to perform their duties.

The Board committees will make recommendations to the Board
on a regular basis unless there are legal or regulatory restrictions
on their ability to do so.

ATTENDANCE RECORD OF MEETINGS

EERZBEAELEMEEERMARNRA - BFM
ZH LR RGEARERUNBETERAE -EZREZ8E
BRAEERETHEREER KRIEERZTEEXER
K EEE R AEE HEER ©

BRLFELE
Board Committees EZRZE €
Corporate
Governance
and Share
Board Audit Remuneration Nomination ~ Compliance  Repurchase  Shareholders
E2R E311 ¥ R’% LEERRER ROEEE RR

Number of meetings held during the year
FRETEERY 6 3 3 1 3 0 2
Independent Non-Executive Directors
BUFYFES
Mr Chan Shu Kin B2 % & 6/6 3/3 11 0/0 3/3 0/0 2/2
Mr Leung Po Wing, Bowen Joseph 2E 5% & 6/6 3/3 3/3 0/0 2/2 0/2
MrLi Chang An 28 %% & 4/6 22 0/2
Dr Chow Ming Kuen, Joseph B+ 2/3 0/ 1/2 0N 0/1 11

(retired on 16 September 201152011495 16 H & ()
Mr Kwok Shiu Keung, Ernest 3538 % £ 4/4 0/1 2/2 11 11 11

(resigned on 29 September 201152011E9429A &1F)
Executive Directors
BTES
Mr Lau Ko Yuen, Tom ZIg R %4 6/6 3/3 11 0/0 2/2
Mr Chan Yiu Kun, Alan 28 % & 1/2 0/0

(appointed on 23 November 201172011 115234

BEf)
Non-Executive Director
FHTES
Dr Chan Kwok Keung, Charles BBl 18+ 5/6 2/2

(with Mr Chan Yiu Lun, Alan as alternate)

(BEBALRELEE)
Group Legal Counsel and Company Secretary
EELEAERNANE
Mr Ko Hiu Fung BEE L4 3/3 22
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The following tables show the composition of the Board

committees, their respective roles and functions and a summary HACHBERATEREZR SRS
and/or report of the works performed by them during the financial

year 2011/12:

REMUNERATION COMMITTEE

ATHRBERR2011 120 BEEEEREE AR -

FMZEES
Composition Independent Non-Executive Directors Executive Director
# BYFHTES HITES
Mr Chan Shu Kin B 8 % 4 (chairman¥ &) + Mr Lau Ko Yuen, Tom 213 R % 4

(appointed as chairman and member on 21 November 2011
RO FENA21BRELRERERKE)
Mr Leung Po Wing, Bowen Joseph 28 & %t 4
Dr Chow Ming Kuen, Joseph /&8 # &+
(ceased to be chairman and member on 16 September 2011
R2011F9F16ATHATERMAE)
Mr Kwok Shiu Keung, Ernest 5438 5t 4
(resigned as member with effect from 29 September 2011
R2011F9A29B B F AR E)

Role & Function

AGERBE

Reviews the remuneration policy of the Company

NN 26

Makes recommendations to the Board on the policy and structure for all remuneration

of directors and senior management and on the establishment of formal and transparent
procedures for developing a policy on such remuneration
HRAMEEFHSAERENTMBRRER URAFEZEHEBE RE—EERMASE
RENREX REFRELEEBER

Determines or makes recommendation to the Board the specific remuneration packages of
individual executive directors and senior management, including benefits in kind, pension rights
and compensation payments, including any compensation payable for loss or termination of
their office or appointment

ARELMEZREZZERNNTESNEREEBNERETH  aFEWHE  BRSEFRE
BEeR(BERARBRIRIEEBRBEREZEMENNEIAMES)

Makes recommendations to the Board of the remuneration of non-executive directors

REEREHIFNTEENIHMH

Summary of work
performed

ITHRE

Recommended the aggregate amount of directors’ fees for shareholders’ approval at 2011
annual general meeting

BRREEETAER  HERRE20NFRAEABFRS L4tE

Reviewed the remuneration packages of senior management
B =R EIEE N T3

Reviewed the reward strategy for the implementation of the approved corporate strategy

At B R - AT R DX B

Reviewed and determined the remuneration packages of the directors on their appointments
B RETEETET2HBEB

Pld guesmaraz 20126%
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Performance-Based Remuneration Policy

The director’s fee was determined with reference to factors
including the prevailing market conditions, salary paid by
comparable companies, the duties and responsibilities of
the director, employment conditions elsewhere and the time
committed by the director.

A performance-based element was considered instrumental in
aligning the interests of individuals with those of the Group and has
been built into top-management compensation.

PYI has adopted its own reward strategy which forms an integral
part of its remuneration policy and the basis for future awards to
employees. The key aspects of such reward strategy include:

v to attract and retain talents, base pay and benefits will be
market competitive;

v to support the growth strategy of the Group, short-term and
long-term performance-based rewards will be emphasized;

v to align employee interest with shareholders, the performance-
based rewards will either be equity-based and/or cash-based;
and

v equity-based and/or cash reward will be considered in the
light of an employee’s level of responsibility and influence on
the Group’s performance and share price.

PYI effectively deployed the appropriate mix of its existing equity-
based reward vehicles, including the share option scheme, share
award scheme and share financing plan as well as cash bonus.
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NOMINATION COMMITTEE
REZEE

Composition Independent Non-Executive Directors Executive Director

AR BUFHTES HITES
Mr Chan Shu Kin B 8 % & (chairman® &) Mr Lau Ko Yuen, Tom 213 R % 4
(ceased to be alternate to Mr Kwok Shiu Keung Dr Chan Kwok Keung, Charles B2+

on 29 September 2011 and appointed as chairman and (Alternate to Mr Lau Ko Yuen, Tom
member on 21 November 2011 BEHSEEL)
ROOMEIR29B T BRI L B A L2 BEHEME -
RR2011E11A21AEZARERERKE)
Mr Leung Po Wing, Bowen Joseph 28 & %t 4
(appointed as member on 21 November 2011
Ro011FE11A21 AEZ LB B)
Dr Chow Ming Kuen, Joseph & B+
(ceased to be chairman and member on 16 September 2011
R2011F9F16ATHATERAE)
Mr Kwok Shiu Keung 38 3 5¢ &
(resigned as member on 29 September 2011

R2011F9A29AFHE A S)
Role & Function v Reviews the structure, size and composition (including the skills, knowledge and experience) of the
AR Board at least annually and make recommendations to the Board regarding any proposed changes
ELEERIEZROERE  AZMRAK (BERE AERERTE)  YHEMNREZSRE
ERRNES
v Identifies individuals suitably qualified to become Board members and select, or make

recommendations to the Board on the selection of, individuals nominated for directorships

NEABREERNABARERES MUBANEZRRAEBABALTHEES

v Assesses the independence of independent non-executive directors

B FMITERRB M

v Makes recommendations to the Board on relevant matters relating to the appointment or
re-appointment of directors and succession planning for directors, in particular, the Chairman and
Managing Director

AEERREEEEZFAAENZME URES (LERIFEER) BEFSERNER

Summary of work v Nominated the retiring directors for re-election by shareholders at 2011 annual general meeting
performed RERFEFE20NFRRBFAG LEEET
THERE

v Considered and recommended to the Board the appointment of Mr Lau Ko Yuen, Tom as the
Chairman of the Company

ZRYMNEERRHEZEINEREEREIDALE

v Considered and recommended to the Board the appointment of Mr Chan Yiu Lun, Alan as an
Executive Director of the Company

ERAMNEEZRRHZEIRBBEEALIRBANTES

v Reviewed and assessed individual independent non-executive director’s annual confirmation of
independence declared pursuant to Rule 3.13 of the Listing Rules

EH R ZBIUFATESRRCEMARR) F3.1316FT B8 2 F B HER K
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Nomination Procedures, Process and Criteria

RBEEF BEURER

Nomination Committee

makes recommendations

to the Board regarding
any proposed changes
REZ B G EMEHE
BPnERRRLESR

Nomination Committee

The Board makes formal
invitation to selected
persons for appointment
to the Board
ESERMEEATED
ZESENERNEF K

selects or makes
recommendations to the
Board on the selection
of persons nominated
for directorships
RELZEGHENMES
RBEEEALTHEES

Nomination Committee
identifies individuals
suitably qualified to
become directors
RELZEGYEBAESHES
B EAESHAL

CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE TEERREREZERS

(Formerly known as Compliance Committee) (FIBEREESR)
Composition Independent Non-Executive Directors 1 Company Secretary
#H B BUFHTES AEWE

Mr Chan Shu Kin B 8 % & (chairman® &) + Mr Ko Hiu Fung BEEI& %L £

(appointed as chairman on 21 November 2011
R2011F11A21 B EZTBER)

Mr Leung Po Wing, Bowen Joseph 25 & % 4
(appointed as member on 21 November 2011
Ro011E11 A2t HEZ EARE)

Dr Chow Ming Kuen, Joseph & #1E+
(ceased to be chairman and member on 16 September 2011
R2011F9F16ATBRTERKE)

Mr Kwok Shiu Keung %843 %t &

(resigned as member on 29 September 2011

Ro0114F9H298 BT A S)

Role & Function

AeERE

Develops and reviews the Company’s policies and practices on corporate governance and make
recommendations to the Board

HERBEARRANEEERRRRER LNEERREESR

Reviews and monitors the training and continuous professional development of directors and
senior management

BAREEEERESAEEENBIRFEEXREE

Reviews and monitors the Company’s policies and practices on compliance with legal and
regulatory requirements and to meet regularly with the management of the Company to assess
the Company’s compliance policies, programs and procedures

B RERARAEETEEREERTAANBELTR, TERARFTNEEETHRTER -
ARHE AR BB SFRIEK - TEKRER

Develops, reviews, monitors and approves any code of conduct and compliance manual (if any)

applicable to employees and directors of the Company

HE - RE ERIMEARRREREETNEMTAAER - &RFM(WE)
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CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE TEERREIREESR
(Formerly known as Compliance Committee) (continued) (AIBERZEEE) ®)

v

Investigates or causes to be investigated any significant instances of non-compliance or
potential compliance violations that are reported to the Corporate Governance and Compliance
Committee

HEEBERARNERZBEGRERNENERERIECERBRAMNBEXLRERE

Reviews the Company’s compliance with the Corporate Governance Code as contained in the
Listing Rules and disclosure in the Corporate Governance Report
BEARRFEFCETRADAZ BEEBERTFRINBERRAE(REERRSE) NKE

Summary of work
performed

THRBE

Reviewed the Corporate Governance Report for the year ended 31 March 2011

EREE201MF3ANHEFE2(REERBE)

Reviewed the compliance reports on the Code of Conduct of PYI
EHRETATANERER RS

Reviewed updated compliance reports of the Company and its major PRC subsidiaries
EHARAREFHAFTZNBARNEN SR ERRS

SHARE REPURCHASE COMMITTEE

BROEBZEES
Composition 1 Independent Non-Executive Director Executive Director
# BUFHTES HITES
Mr Chan Shu Kin BR 1 B 55 & (chairmanZ /&) + Mr Lau Ko Yuen, Tom 213 & % 4

Mr Leung Po Wing, Bowen Joseph 2 & &8 % 4
(appointed as alternate to Mr Chan Shu Kin
on 21 November 2011
R2011E11A21REZ FRGHB A £ 2 EFRE)
Dr Chow Ming Kuen, Joseph & B #tE+
(ceased to be alternate to Mr Chan Shu Kin
on 16 September 2011
R20114E9F 168 TBRRHEL 42 EHEKE)

Role & Function v Exercises the general mandate granted by shareholders to the Board to repurchase shares of PYI
AR in accordance with the Listing Rules, PYI's bye-laws and the applicable laws of Bermuda

BBE(ETRAD) REAAMUNURBREZEREZE TERREESEREBRERN 2END
Summary of work Ve During the year, no meeting was held by the Share Repurchase Committee

performed

ITHRE

REN - BHORBZESURARE S
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AUDIT COMMITTEE
BERZEg

Composition Independent Non-Executive Directors
R BYFHITES
Mr Chan Shu Kin B € 5% & * (chairman % &)
Mr Leung Po Wing, Bowen Joseph 25 & % 4
Mr Li Chang An ZE & L4
(appointed as member on 21 November 2011
Ro0114E11 A21 AEZ L AME)
Dr Chow Ming Kuen, Joseph & #£1E+
(ceased to be member on 16 September 2011
R20114€9F 16T HAEMKE)
Mr Kwok Shiu Keung, Ernest %5438 4 4
(resigned as member on 29 September 2011
R2011F9F29B B AR E)

*

Mr Chan Shu Kin currently is a certified public accountant with extensive experience in auditing,
accounting and financial management services.

[REIEEL T R —FHEET AN EGE - B ROBEERE S HABEZE5R -

Role & Function v Appoints external auditor
AR ZAEHNEEAZ EAD

v Reviews the Group's financial information

EZHAKEMEEHR

v Oversees the Group’s financial reporting system and internal control procedures

EEAEEMBRRHEMABEZERF

v Reviews the interim and final results of the Group prior to recommending them to the Board for
approval

ERRGEZRMEZABHAEETHMRBRSE

Ve Meets regularly to review financial reporting and internal control matters and to this end has
unrestricted access to both the Company’s external and internal auditors
THRSEMNMBRBMANELEEE ZEGA AL B & EEMRARRINE KA ZE

A HR 15 55t B2
Report on work v Reviewed unaudited interim consolidated financial statements and audited annual consolidated
performed financial statements of the Group with a recommendation to the Board for approval
THEHE EHAEERLERNF PGS BRERNCERN 2 EFEGAVBRR  TEZEFREB

v Reviewed internal control and risk management framework of the Group

E AL AR M AR EAER

v Received and reviewed progress reports on internal control, risk management and internal audit
actions implemented/planned by the Group

RREEMARNES  RREERASEMEGKTENABES TENERRS

v Approved audit fee proposal of external auditor in connection with the audit of the Group’s
2011 final results
HENEZEMRE R AR E20MFRAEEMERNZHE

Ve Approved audit fee proposal of external auditor in connection with the review of the Group’s
2012 interim results

BN R ENAEE2012F T MEEMEZENREE
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AUDIT COMMITTEE (continued)

EREEE W)
v Approved the engagement of external auditor to provide non-audit services with service fee over
HK$500,000
BEZTINERBENIEHIEZBRT  MAFRBEEBT T8ET
v Reviewed the connected transactions of the Group
ERAEEHERH
v Recommended the re-appointment of Deloitte Touche Tohmatsu as the Group's external auditor
at 2011 AGM
BBERNONERRBFAG FEHEMEEY  MERS AT AREBINEZEAD
v Met with external auditor in the absence of executives of the Group
EREAEEEREASESZNERLT - & LIMNSEZEED
INTERNAL CONTROL R B BE 4
Responsibility =F

The Board acknowledges its responsibility to establish, maintain
and review the effectiveness of the Group’s system of internal
control to ensure that PY| shareholders’ investment and PYI’s
assets are safeguarded. Such system of internal control was
developed by making reference to the Internal Control Integrated
Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO) in the United States in 1992
and the Guide on Internal Control and Risk Management issued by
the Hong Kong Institute of Certified Public Accountants.

Management is responsible for the design and implementation of
the internal control system of the Group to achieve the following
business objectives:

v/ Effectiveness and efficiency of operations
v/ Reliability of financial reporting
v Compliance with applicable laws and regulations.

Such system is designed to manage, rather than eliminate, the
risk of failure to achieve business objectives, and aims to provide a
reasonable, as opposed to an absolute, assurance in this respect.

The Audit Committee performs review of the effectiveness

of the Group’s system of internal control and reports to the
Board regularly. This review covers areas of material control
including financial, operational and compliance controls, and risk
management systems.

EERBARHEHUASENBEERGHNRE #HER
SHHEKBMENET URERERTENRE RRE
BENRZ D - WA EE ZGE 2 E EBECommittee of
Sponsoring Organization of the Treadway Commission
(COSO)M9RFHilz NBMERGAIERRBE S
NREHNE T ERRERESI TR -

BEEBEARTEVUTASENAMEERG  UER
THEHEE:

vV BRBRBEREREE
/o AEENTRER
v ETERERIRA

RS EEEREMPEREBREZEEBKRENER -
Hit - iR ERIRH—EEEMIFBE N IRE o

ERZESEHHASENNEERS 2 BRI EL R

MYRNEERER - RN REEBENEETE B
PAGEEE  EIREEE  BREE  UREAREERLS -
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Risk Management and Internal Control

To cope with the risks associated with the achievement of its
business objectives in a continually changing environment, the
Group has recognized the importance of risk management and
has performed risk assessment to evaluate the nature and extent
of the risks to which it is exposed. During the risk assessment
process, the Group was able to identify the key risks facing the
Group. The risks are prioritized according to the likelihood of their
occurrence and the significance of their impact on the businesses
of the Group and risk management measures are in place to
manage the risks to an acceptance level.

To support management in responding to risks arising from the
complex and changing business environment, regular trainings
are provided to our management to strengthen their awareness

of risk and capability to manage risks. The trainings provided this
year mainly included topics such as connected transactions under
Listing Rules and China laws and regulations, ports operating risks
and using insurance to mitigate these risks, latest development on
bank financing in China, corporate code of conduct and corporate
change management. In the second quarter of 2012, the Group
has set up a training center in its Hangzhou Supporting Center

to co-ordinate and organise the Group’s trainings across the
Mainland region and archive training materials.

The Hangzhou Supporting Center has completed the annual
reassessment of ISO9001: 2008 — Quality Management System
certification obtained last year and has set up a data center to
provide remote off-site storage of the financial backup data of PYl’s
subsidiaries in Zhejiang and Hubei regions so as to further mitigate
the risk of data loss that may result from information system failure.
This service will be extended to PYI’s other subsidiaries in Nantong
region in the second half of 2012.

Moreover, the Group has established an Enquiry and Complaint
Center and has developed policy to allow employees of the
Group to raise concerns about potential improprieties in financial
reporting, internal control or other matters. The implementation
procedure of this policy will be released and implemented in the
second half of 2012.

Review of Internal Control System

Management is required to perform control self assessments
annually to assess the effectiveness of their systems of internal
control at business units level. The control self assessment is in the
form of questionnaire that sets out key factors in each of the five
components of the COSO Internal Control Integrated framework.
These five interrelated components are Control Environment, Risk
Assessment, Control Activities, Information and Communication
and Monitoring. In order to extend the scope of the review, the
control self assessment conducted in this year has been extended
to cover controls at business processes level.
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The control self assessment has not only facilitated the
identification of control deficiencies, it has also enhanced
management’s awareness of risk and control. In addition to the
control self assessment, management has also conducted an
annual review of the policies and procedures of PYI to ensure that
they are still effective and adequate.

Internal audit department of PYI has carried out independent
audits to evaluate the effectiveness of the Group’s system of
internal control according to the approved three-year internal audit
plan for the Group. This audit plan was determined using a risk-
based approach and is re-assessed annually to ensure adequate
audit resources are deployed and the objectives of the plan are
met.

Management has formulated remedial action plan for gaps and
weaknesses identified during the control self assessments,
independent internal control review performed by external
consultant and internal audit. The internal audit department has
conducted follow-up review periodically to ensure remedial actions
are implemented on a timely basis and has reported the results of
the review to the Audit Committee.

For the year ended 31 March 2012, the Board was not aware of
any significant issues that would have an adverse impact on the
effectiveness and adequacy of the internal control system of the
Group.

Review of Accounting and Financial Reporting Function

The Board has, through the Audit Committee, reviewed the
adequacy of resources, qualifications and experience of staff

of the Group’s accounting and financial reporting function, and
their training programmes and budget, and was satisfied with the
results of the review.

Update of Policy on Disclosure

In view of proposed amendment to the Securities and Future

Ordinance, the Group has reviewed and recently updated its policy

on disclosure and public relations.
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INTERNAL AUDIT

The internal audit department of PYI set up in November 2007 is
headed by the Group Internal Audit Senior Manager who reports
directly to the Audit Committee of PYI. It plays an important role
in the internal governance of the Group. With the assistance from
external internal audit consultant, the internal audit department

is primarily responsible for conducting review and audit on the
effectiveness of the Group’s system of internal control periodically.

The internal audit department is independent from operational
management and is fully empowered to access to data required in
performing the internal audit review. Moreover, the department is
comprised of well qualified and capable staff and is provided with
adequate resources to perform its duties.

During the year 2011/2012, the internal audit department has
completed internal audit works for the first year of its second
three-year internal audit strategic plan including a compliance
review on the ISO9001:2008 certification of Hangzhou Supporting
Center in order to ensure the continuity of the certification. The
plan was developed by adopting risk-based approach and was
approved by the Audit Committee to guide and direct the internal
audit assignments over the period. During the process of internal
audits, the department identified internal control weakness, made
recommendations for improvement, obtained remedial action
plan of management and followed up remedial status of the
management action plan and its timeliness.

64 PII:) PYI Corporation Limited 2012 Annual Report

M AP

R2007F 11 AL MR E R AR ERT B8P Th i AR B A 28
B EAEEETE NERAREEZZE2ER A
HMEABAIRAEEANLEAREERZAS BRI
BOABETERIZAEHAEB RN REaME T
EHMELERLESE -

NHBTHFIBUNEEEE WETEREERFIER
HEAEZNEN  RAAERRENNBEITARKEA
RABREBITHBE -

72011/2012F F - A EH ML TK T EZFH=
FRMEA BT EFORBETTE - BIELHTM
BN TT ISO9001 : 20084 R EZ - UHERHEKE
EERF -ZiT2RERERAER  YEEZZES
oA - AUAESI R EBBHMAANBET TE - ERIF
BEF  ZBPIMA ARG REKEER B
BHEEENTHREFIE THEEBNARONKE
500 R L R B M4 R o



CORPORATE GOVERNANCE REPORT

TEERBRE

EXTERNAL AUDITOR SNEE A% BY B

Deloitte Touche Tohmatsu (“Deloitte”) has been re-appointed as EHemER T AT ([EY]) ER2011FRRRBF
the Company’s external auditor at 2011 annual general meeting Ke FWEHETAAATINEZYM 23 T—EBE
until the conclusion of the next annual general meeting. The Audit HEFAREHERAIL - EHREZTE@N2012F6A21H 2
Committee in its meeting on 21 June 2012 recommended the % EEE0ERFREFEAS FEFEITEH AR
re-appointment of Deloitte as the Company’s external auditor at NENEEEE MEERTEEKEEe 58— -
2012 annual general meeting and the Board has adopted the

same view as that of the Audit Committee. BTREBEBYM EYETZEERLAEEHLEAUBHR

REHREZBRYE UERT@BEEBIMHETEL I

In order to maintain independence, Deloitte is primarily responsible 0 E B B B 3E T BR
AT %2z B JE R % 7 °

for providing audit services in connection with the Group’s
consolidated financial statements, and only provides non-audit
services that do not impair their independence or objectivity and
are approved by the Audit Committee.

REMUNERATION PAID OR PAYABLE TO DELOITTE FOR AUDIT AND NON-AUDIT SERVICES
ENFENTFESNRBRILBREME

2012 2011

HK$’ 000 HK$" 000

Services Rendered 1= 6t 19 BR % FET FHET

Audit services ZH R 7,584 7,554
Non-audit services B RS

Taxation advisory BIs 403 315

Special engagements FE LR 6,874 4,120

Total Fb- 14,861 11,989
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CORPORATE SOCIAL RESPONSIBILITY

In 2011/2012, the Group continued to discharge its corporate
social responsibility in many areas, both internally and towards to
the community.

Our most notable contribution in 2011 is the participation of

our employees in the fund raising campaign in Hong Kong - the
Artistes 311 Love Beyond Borders for the victims of the tsunami
along the east coast of Japan. We witnessed the destruction
caused by the disaster and our hearts are with those who suffered
the loss of their homes and their families. To contribute to the
rebuilding of their lives, PYI encouraged and supported our
executive and staff’s efforts to participate and to contribute their
professional skills to the success of the campaign. Their efforts,
combined with those of the Hong Kong citizens, raised the much-
needed funds for the victims. We sincerely support the culture

of volunteering amongst our staff and will continue to support
their efforts in the years to come. In addition, we also donated
HK$1,000,000 to Friends of Hope Education Fund of Hong Kong
in December 2011 with the hope to support education works in
both Hong Kong and the Mainland China which include sponsoring
tuition fees for AIDS infected children in Wuhan, building and
repairing schools in Guizhou and helping ethnic minority in Hong
Kong to cope with the community.

In January 2012, PYI is honored to have sponsored a study tour
to Hong Kong for 30 outstanding secondary school students

from Wuhan for the fourth year and organized trips to Housing
Authority, secondary school, universities and the Stock Exchange
in Hong Kong aiming at educating the students on the educational
and commercial operations in Hong Kong with the continual belief
in growing the potential of the next generation. Currently, PYl is
organising a study tour to Hong Kong in July 2012 for outstanding
secondary school students from Nantong for the sixth year. We
are delighted to witness an impressive percentage of the students,
who are among the top students in their home towns, chose to
pursue their tertiary education in Hong Kong.

At PYI, our businesses are intricately connected to the
environment. With a sense of social responsibility towards the
environment, we supported the global “Earth Hour” campaigned
by World Wide Fund ( “WWF”) by turning off the non-essential
lights in our office for an hour at 8:30 p.m. on 31 March 2012.
We also encouraged our staff to support “Earth Hour” through
our internal communications. In appreciation of our efforts, PYl is
pleased to have received thanks from WWF.
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While PYI remains committed to the good of the society, both
locally and regionally, we are also focused on caring for our staff’s
well being. We encourage our staff to maintain a healthy work-life
balance and continue to support their efforts towards voluntary
work. In addition, PY! is proud to be accredited, for the fourth
year running, with the Caring Company Award by The Hong Kong
Council of Social Service.

As we progress into the new fiscal year, PY|l would like to maintain
our focus to be a responsible and caring corporate citizen,
contributing to the community while driving profitability for our
shareholders.

By Order of the Board

Ko Hiu Fung
Company Secretary

Hong Kong, 22 June 2012
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