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Performance-based Remuneration Policy

Director’s fee is determined with reference to factors including
the prevailing market conditions, salary paid by comparable
companies, the duties and responsibilities of a 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 toattract and retain talents, base pay and benefits will be
market competitive;

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

v toalign 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
light of an employee’s level of responsibility and influence
on the Group’s performance and share price.

PY1 effectively deploys an 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.

Details of remuneration of directors and senior management are
set out in note 12 to the financial statements.
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TRERBRE

NOMINATION COMMITTEE

REZESE

Composition

21

Independent Non-Executive Directors Executive Director
BAFHTES HITES

Mr Chan Shu Kin B f& 8 % & (Chairman F /&) + Mr Lau Tom Ko Yuen 2 & JR £ &£
Mr Mok Yat Fan, Edmond & — i, %& &

Role & Function*
p=ReR:ch 4o

Reviews the structure, size and diversity (including without limitation, gender, age, cultural and educational
background, ethnicity, professional and industrial experience, skills, knowledge and length of service) of the
Board at least annually and makes recommendations to the Board on any proposed changes
ELEFRIEEHNEE ABRZT(BREETRERMER  Fik XEERBEER &

Mr BERTERFE LR Kt MBERBRBFHR) T ERBRELHRAEEFREES

|dentifies individuals suitably qualified to become Board members and selects, or makes recommendations
to the Board on the selection of, individuals nominated for directorships

NEABEERNAGEANRECTEERKE MBI ETRRELRZARALTHEES

Assesses the independence of independent non-executive directors

B IFMITE RN B

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

REFZAXENZE UREF(LHRIFEAR) ETCHIRNEZRRLEZS

Reviews and recommends to the Board for adoption of measurable objectives for achieving and improving
diversity on the Board
REBLHEEERUESZ T RAREBAGERRTESFRE B LM

Monitors the implementation of the Board Diversity Policy (a summary of which is set out on page 48 of this
report)
ERBEERNES TIEBR (HBEHINAREFICE) NBITIER

Summary of work
performed

THERE

Nominated the retiring directors for re-election by shareholders at 2014 AGM

RERTESHE04FRRBFARG LREE T

Reviewed and assessed individual independent non-executive director’s annual confirmation of
independence declared pursuant to Rule 3.13 of the Listing Rules
ERRIZBEIFRTESTRRB(ETARADEIAKMB R FE B ER K
Reviewed the structure, size and composition of the Board

RN EERDRERE  ABLAEK

Reviewed the Board Diversity Policy

BNEEFRKEZ TLBR

Recommended to the Board for appointment of Mr Mok Yat Fan, Edmond as independent non-executive
director

HEBEZRZER - NELERBIYFATES

* Please refer to the terms of reference of the Nomination Committee on PYI’s website: www.pyicorp.com for further details.
* BRE S BT LHMNMRENL  www.pyicorp.comZ REEZ B S HEEHE -
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TERERRE
NOMINATION PROCEDURES, PROCESS AND BERER - BREURER

CRITERIA

Nomination Nomination Committee Nomination Committee The Board makes

Committee makes identifies individuals selects or makes formal invitation to

recommendations suitably qualified to recommendations to the selected persons for

to the Board on become directors Board on the selection of appointment to

any proposed changes persons nominated for the Board
directorships

REZSSFHEM REZESSYEAR REZESSHRES EERAEkKEAL
RIESBOESS BEAERIEE RESRELEZENLE BHEREIEEN
RHEE EEHAL BEALHEES EBFER

CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE
CEERREREES

Composition Independent Non-Executive Directors Company Secretary

AR BYFHTES ARWE
Mr Chan Shu Kin B 1 B 5¢ 4 (Chairman 3= /&) == Mr Ko Hiu Fung & B 1§ 4 4
Ms Wong Lai Kin, Elsa # B & 2 + (Ceased to be a member with
Mr Mok Yat Fan, Edmond & — i} 4& 4 effect from 22 May 2015

E2015F5 22 HEE(LHL B

Role & Function* ./ Develops and reviews the Company’s policies and practices on corporate governance and makes
£ B R A recommendations to the Board
HERBAARBNCEERBRRELER TAEERIRHER

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

BAREREERSREEBNEIIRSEEXRER

7 Reviews and monitors the Company’s policies and practices on compliance with legal and regulatory
requirements and meets with the management of the Company to assess the Company’s compliance
policies, programs and procedures
B RERARAEEFTERAREERETEANBERER WEHAQRNEREERTEH
NFFREARBNEREEK - FREER

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

to employees and directors of the Company
HE e ERMBFREARARAREEREENEFATAEILARFMENE)

7 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
AES R AEMCEE AR ERZESRRNEMNERERIEBETERBR

v Reviews the Company’s compliance with the CG Code as contained in the Listing Rules and disclosure in
the Corporate Governance Report

BHARABFCETRADAZ(RETADNER RBH(REE RS AN E

*

Please refer to the terms of reference of the Corporate Governance and Compliance Committee on PYI’s website: www.pyicorp.com for
further details.
* BREE ST FRHELHMNRER  www.pyicorp.comZ PEEARABRTE SR ESE -
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CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE (continued)

TCEXEARERZESES (H)

Summary of v Reviewed the Corporate Governance Report for the year ended 31 March 2014
work performed EHEZE2014F3ANBIEFEZ(EEERKRS)
IERBE

7 Reviewed updated compliance reports of the Company and its major PRC subsidiaries

EHUARARETEIENBRARMNENERENLRSE

Va4 Reviewed the form for confirmation of directors ™ participation in training provided by each director in
compliance with the CG Code

EMREFRUCEFT2 AR 2ERRSE  ABEF(RETRD

v Reviewed the policy on disclosure and public relations
B8 SN R ENIE 6

7 Reviewed and recommended to the Board for approval the environmental, social and governance policy

EHREBRE HLERERBRRTEERELR

7 Reviewed the Shareholders Communication Policy
I8 5 AR B B ELBUR

SHARE REPURCHASE COMMITTEE

BRABEBZEES
Composition Independent Non-Executive Director Executive Director
AR BYkHITES + HITES
Mr Chan Shu Kin B 1 B2 5% £ (Chairman %= /&) Mr Lau Tom Ko Yuen 21 & 8 %t 4

Role & Function* v~ Exercises the general mandate granted by shareholders to the Board to repurchase shares of PYlin
£ s A accordance with the Listing Rules, PY1" s bye-laws and the applicable laws of Bermuda

REBCETRAD REQRDMUNRBAREERER TERRETEEROBRERD
ZEN

Summary of work During the year, no meeting was held by the Share Repurchase Committee

performed REA ROCEZESYEEHREZH
ITHERE
* Please refer to the terms of reference of the Share Repurchase Committee on PYI’s website: www.pyicorp.com for further details.

* ERAE B FAE LHNRERL - www.pyicorpcomZ RIP B R E E € HAESE -
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AUDIT COMMITTEE

EXEBEY

Composition Independent Non-Executive Directors
AR BYFHTES

Mr Chan Shu Kin f& #&f B2 5 4 ¥ (Chairman % /&)
Ms Wong Lai Kin, Elsa & B8 B2 2 +
Mr Mok Yat Fan, Edmond & — i}, & 4

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

BREBREERR - ZREGHEN ERE AV BEERE I AHRALELR -

Role & Function* Makes recommendations to the Board on appointment of external auditor
AEEBRE REEIEZBMMEERRLEZSR
v Reviews the Group’s financial information
FRAREENTEE R
v Oversees the Group’s financial reporting system, risk management and internal control systems
EEAEENBERGE RREELABEZERLS
v Reviews the interim and final results of the Group prior to submission to the Board for approval
ERREZRILAEZA  BEXNAEETHMKIAES

v Reviews financial reporting and internal control matters and to this end has unrestricted access to
both the Company’s external and internal auditors
EHMERMAINEEIEEE - WA AUt B & W& IR AN 2 51 ME % BAD K R #B 2= T

SIREVES DS S
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
TEHE EHAEBEACERNPPREEUBRRRECECZNEFERAVBRE  TEZESR
[ERic]

v Reviewed internal control and risk management framework of the Group
EHAEBRRNITEZERRARERBIESR

7 Received and reviewed progress reports on internal control, risk management and internal audit
actions implemented/planned by the Group
ERRERNAEEMETRTENAMEE BEERERANBES THENERRSE
7 Approved audit fee proposal of external auditor in connection with the audit of the Group’s 2014
final results

BOENE B A B R AR E2014F RPEETRENREE

v Approved audit fee proposal of external auditor in connection with the review of the Group’s 2015
interim results

HAEINEREMA B A EE015F P REETEZNOREE

7 Approved the engagement of external auditor to provide non-audit services on reviewing the interim
consolidated financial statements for the six months ended 30 September 2014

BAEZEIIBZBAMIBHENEE2014F9A30H IE 2 R EM AL S M B WK 2 IFZH

AR %5

v Reviewed connected transactions of the Group
EHAEBECHERS

v Recommended the re-appointment of Deloitte Touche Tohmatsu as the Group’s external auditor at
2014 AGM

BZR20UMFRRAFARES LENEAED « BMEMR S SA1T A ANEEINEZ BAD
v Met with external auditor in the absence of executives of the Group

EREAEEBTRABESNERT - & RINBEEED

Please refer to the terms of reference of the Audit Committee on PYI’s website: www.pyicorp.com for further details.

BRI — SRS R R REA  www.pyicorp.com 2 B E H & B 0 8 -
il seemsman 20554 ﬁ
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RISK MANAGEMENT AND INTERNAL CONTROL

Responsibility

The Board considers that sound risk management and internal
control systems are vital to the achievement of the Group’s
strategic objectives and acknowledges its responsibility to
establish, maintain and review the effectiveness of such
systems.

Management is responsible for the design, implementation and
monitoring of the risk management and internal control systems
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 systems are 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
against material misstatement or loss.

The Audit Committee performs review of the effectiveness of

the Group’s risk management and internal control systems and
reports to the Board at least on a quarterly basis.
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N A
TERERBRS
The table below shows the roles of the key parties in our risk TEERFIEZAEERMOREREENA IS
management and internal control systems: TEMANAMEENAR :
Board of Directors
E=R
v Sets strategic objectives v~ Evaluates and determines the v Provides direction on the
i 7E B A B AR nature and extent for the importance of risk management
v Oversees management in the Group’s principal risks and risk management culture
design, implementation and BT 2N &8 [E 1 3 22 [ B R ) B E R B E I B B AR B B B
monitoring of the risk MEMEE LRt 75 M)

management and internal
control systems
EETHEEHRREEMAIE
ERBER  TNEER

Audit Committee

Managing Director & Senior Management

BERESREER EREEE

v Assesses risks and mitigating measures Group- v Reviews the effectiveness of risk management
wide and internal control systems
5= [ 22 88 ) A8 AT Mk 3L B RN o E R B B B B WA EREIREMABEEIE RGN G RIE

v~ Designs, implements and monitors the risk
management and internal control systems Internal Auditor
Rt ROTREBERRERNANEZRR RERE ST ED

v Provides confirmation on the effectiveness of the ~ Supports the Audit Committee in reviewing the
risk management and internal control systems to effectiveness of risk management and internal
the Board control systems
HRBREEBNABEZEZARNERERESERER TEEREECUERRSENNSEEZS Y X
R 1 {1 ) 3

Operation Management
EEEERE

v Implements and monitors the risk management and internal control procedures across business operations
and functional areas
MITREERXBEENBETFINRREREMANIEZRT

il seemsman 20554 ﬂ
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Risk Management Framework

The diagram below shows the risk management framework
adopted by the Group:

Strategy K&

Vision

Statement

=EH

Process &2

Identify
Bl

~ D’

A Risk

Management
Process

‘ J_LI“-% EIE/AL*E l

BE ¥R

Monitor Respond
=] — @pgg

Elements 7TE

Human
Resource
Mechanisms

Organization
Structures

SRS

Management
Commitment

EEEAGE

Performance
Measure

ARIER
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Communications
and Training

AR BERE

Assurance

EHEZR
T R AN 5 AT AR A 0 L B I AE 2R

Risks are considered
when setting strategy.
7 5 X SR B B
EZRERAZE -

Process applies standard
procedures, assessment
tools and market practices.

BIZPER TIREMER
FHE AR TISHOE

Elements that are brought
together to support, promote
and drive risk management
throughout the Group.
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Risk assessment is performed to evaluate the nature and extent
of the risks to which it is exposed. During the risk assessment
process, the Group has identified 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. Moreover, risk management measures
are in place to manage the risks to an acceptable level.

To support management in responding to risks arising from the
complex and changing business environment, regular training is
provided to our management to strengthen their awareness of
risk and capability to manage risks.

Review of Risk Management and Internal Control
Systems

The Group’s systems of internal control were 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 2013
and the Guide on Internal Control and Risk Management issued
by the Hong Kong Institute of Certified Public Accountants.

Management at business units level is required to perform
control self-assessments annually at both company and
business process levels to assess the effectiveness of their
systems of internal control. 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.

During the year, the Legal, Finance and Accounts as well as
Internal Control departments of the Group have carried out
reviews on operational, financial and compliance controls of all
subsidiaries in China to ensure their compliance with the
Group’s risk management and internal control policies and
procedures and the accuracy of relevant reports submitted to
the Group.

In addition, the internal audit department has carried out
independent audits to evaluate the effectiveness of the Group’s
systems of risk management and 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 to achieve the objectives of the internal audit plan.
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Finally, management has formulated remedial action plans to
address the gaps and weaknesses identified during control
self-assessments, internal control reviews and internal audits.
The PYI head office has conducted follow-up reviews
periodically to ensure remedial actions are taken on a timely
basis, and has reported the results of the follow-up reviews to
the Audit Committee.

For the year ended 31 March 2015, the Board was not aware
of any significant issues that would have an adverse impact on
the effectiveness and adequacy of the risk management and
internal control systems of the Group.

In order to comply with the new requirements as specified in the
“Consultation Conclusions on Risk Management and Internal
Control” published by the HKEx recently, PYI has performed
reviews of its risk management and internal controls policies
and procedures to ensure alignment with the new requirements
and to explore opportunities for any further improvement in
existing risk management and internal control systems.

Review of Accounting, Internal Audit and Financial
Reporting Functions

The Board has, through the Audit Committee, reviewed the
adequacy of resources, qualifications and experience of staff of
the Group’s accounting , internal audit and financial reporting
functions, and their training programmes and budget, and was
satisfied with the results of the review.

Procedures and controls for the handling and
dissemination of inside information

The revised Policy on Disclosure and Public Relations was
implemented on 20 June 2013 in response to the statutory
requirements for disclosure of inside information. Proper
measures have been taken by the Group to ensure compliance
with the disclosure requirements. Such measures include
establishment of the inside information identification, reporting,
and disclosure protocol and procedures; in-house training to
senior management and relevant officers at Group level and
business units level; and review of the procedures and controls
for the handling and dissemination of inside information by
internal auditor.
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INTERNAL AUDIT

Internal audit department of PYI set up in November 2007 is
headed by 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 audit on the
effectiveness of the Group’s systems of risk management and
internal control periodically.

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

Since 2008, internal audit assignments have been directed by
an internal audit strategic plan approved by the Audit
Committee. This strategic plan is developed by adopting risk-
based approach for every three years and reviewed annually. In
addition, ad hoc internal audit assignments are performed on
request by the management or assigned by the Audit
Committee. In the past seven years, the internal audit
department has completed two three-year internal audit
strategic plans and the first year of its third three-year plan.

During the process of audits, the internal audit 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. Besides, in order to ensure the continuity of
the ISO9001 certification for the Group’s corporate support
centre in Hangzhou that provides in-house legal, internal audit,
HKGAAP accounting, in-house training and data backup
services to the Group’s business units, the internal audit
department has performed internal audit review for the
corporate support centre on the compliance of the ISO9001
certification requirements.
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EXTERNAL AUDITOR

Deloitte Touche Tohmatsu (“Deloitte”) has been re-appointed as
the Company’s external auditor at 2014 AGM until the
conclusion of the next annual general meeting. The Audit
Committee in its meeting on 18 June 2015 recommended the
re-appointment of Deloitte as the Company’s external auditor at
2015 annual general meeting and the Board has adopted the
same view as that of the Audit Committee.

In order to maintain independence, Deloitte is primarily
responsible 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.

ShES R BED

EHeAEM A ERTANIT([EE]) BER2014F
BRERAFAS LESHEZTABEARRIINEZHE
B EBRT—EBRRBFRGERAL BFZZE
BEgN2015F6A18H 2 @& LEZ E2015F
BRAEAFAKSLEFZTEHHEQRIINEZ
HE MEEREEZZESCER —-

BRTRFEBILE BHTEAARAKELR
AUBHRREREBERSE  ARTSEEZHS
VHREERE UKAERZESHENIER
RS

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

ENFIENTFEHINKBRFLBRBEME

2015 2014

HK$’000 HK$’000

Services Rendered 1= 14t 19 PR 7% FEx FAT

Audit services ZE RS 4,073 4,071

Non-audit services IEZ AR

Review of interim condensed consolidated 2=t Bif§ R 4R &

financial statements B IR & 1,390 1,388

Taxation advisory T TE 75 ) 169 80

Special engagements HrEEE 13 12

Total ] 5,645 5,551

CONSTITUTIONAL DOCUMENTS

The Company’s memorandum of association and bye-laws (in
both English and Chinese) are available on the websites of PYI
(www.pyicorp.com) and HKEX.

Shareholders approved amendments to the bye-laws of the
Company (the “Bye-laws”) at the 2014 AGM to bring the
Bye-laws in line with certain amendments made to the Listing
Rules and to incorporate certain housekeeping amendments.
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CORPORATE SOCIAL RESPONSIBILITY

In 2014/2015, the Group continued to discharge its corporate
social responsibility in many areas, both internally and towards
the community.

Since 2012, PYIl and our associate, Paul Y. Engineering Group
Limited (“Paul. Y Engineering”), have donated HK$1,000,000
each year to Friends of Hope Education Fund for four
consecutive years as a token of our support to education works
in both Hong Kong and the Mainland China, which include
sponsorship of tuition fees for Hong Kong students with
financial difficulties and AIDS affected students in Hubei. In
September 2014, PYI and Paul Y. Engineering donated a total
of HK$1,000,000 to the said fund.

In July 2014, PYI was honoured to have sponsored a study tour
to Hong Kong for 30 outstanding secondary school students
from Nantong for the eighth year. PY| organised trips to the
Legislative Council Complex, amusement parks and universities
in Hong Kong with an aim to educating the students on the
educational and commercial operations in Hong Kong as well
as cultivating their interests in science and care of nature.

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” campaign
organised by the World Wide Fund for Nature (“WWF”) by
turning off the non-essential lights in our office for an hour at 8:30
p.m. on 28 March 2015. We also encouraged our staff to
support “Earth Hour” campaign through our internal
communications. In appreciation of our efforts, PYl is pleased to
have received thanks from the WWF.

During the year, PYI has adopted an environmental, social and
governance (“ESG”) policy with an aim to setting out the
approach to ESG issues of PYI. During the year, we have
engaged external consultant to conduct an Environmental,
Health and Safety Review for our “liquefied petroleum gas” and
“compressed natural gas” businesses in Wuhan to ensure their
compliance with applicable regulatory requirements in the
Mainland China.
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“Staff” is a valuable asset to the Group. While PYI remains
committed to the good of the society, both locally and
regionally, we also focus on caring for our staff’s well being. To
this end, safe workplaces have been provided to all staff and
workshops have been provided to enhance their awareness
over occupational health and safety issues. Training has also
been provided to improve our staff's knowledge and skills for
discharging duties at work. We also encourage our staff to
maintain a healthy work-life balance and continue to support
their efforts towards voluntary work. In addition, PYl is proud of
being accredited, for the seventh year running, with the title of

“Caring Company” by The Hong Kong Council of Social Service.

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

P(l:) PYI Corporation Limited 2015 Annual Report
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