) rEsmaRAT 2016 F3

Corporate Governance Report

TERERHRE

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.

In the corporate governance report published in PYI's 2015
annual report which can be viewed on PYI's website
(www.pyicorp.com), we reported that, save for the deviation
disclosed therein, PYI has applied the principles and complied
with all applicable code provisions of the Corporate Governance
Code (the "CG Code") set out in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), and adopted some of
the recommended best practices for the year ended 31 March
2015.

Throughout the year ended 31 March 2016, PYI continued to
comply with the code provisions as set out in the CG Code
except for the following deviation:

Code Provision A.2.1 of the CG Code 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 Tom Ko Yuen , the Managing Director (equivalent
to CEQ) of PYI, 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 of directors of PYI (the “Board” or the “Board of
Directors”) believes that it is appropriate and in the interests of
PYI for Mr Lau Tom Ko Yuen 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 more than half the
number thereof being independent non-executive directors.
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In addition, to demonstrate PYI's continued commitment to high
standards of corporate governance, the Board adopted a Board
Diversity Policy, a summary of which is set out at page 46 of this
report, in June 2013.

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 directors as
well as relevant employees of PYI. After having made specific
enquiries, all directors and relevant employees of PYI have
confirmed their compliance with the required standard set out in
the Model Code during the year ended 31 March 2016.

Since the launch of the Code of Conduct of PYI (the “Conduct
Code") in October 2009, all PYI directors, senior management
and staff have been under specific obligations to comply with
the ethics and principles under which our business is conducted
and have been allowed to report actual or potential violations of
the Conduct Code through stated procedure. Non-compliance
with the Conduct Code will result in disciplinary action. During
the year, we are not aware of any non-compliance with the
Conduct Code.
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CORPORATE GOVERNANCE STRUCTURE TEEREE

The structure below shows the key parties involved in our
corporate governance practices and policies within the Group:
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SHAREHOLDERS

Communication with Shareholders

As part of corporate governance, PYl is committed to
safeguarding shareholders’ interests. To achieve this, PYI has
established a Shareholders’” Communication Policy (which can be
viewed on PYI's website (www.pyicorp.com)) setting out various
channels of communication with shareholders and investor
community for ensuring effective disclosure of the Company’s
performance and business activities.

PYI regards its shareholders’ meetings as valuable forum for PYI
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 shareholders
understand the content of the issues discussed during the
conduct of the meetings.
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During the year ended 31 March 2016, PYI held one general REE2016F3A3MAIEFERN RERTT
meeting. Voting on resolutions put forward at the general —RABRERRE - RRERAEGHARBZREHURER
meeting has been taken by way of poll and the poll results have  FRER - FFIERENE R ERENBFTES
been published and posted on the websites of PYl and Hong SGREEMBRARIEBR S 2 @b
Kong Exchanges and Clearing Limited (“HKEx"). All resolutions HEH-ERNZBERRAE LTIREZERHDES
put to shareholders were passed at the said general meeting. BB B2 ERRENEFHERERZCEHEL

The resolutions and the percentage of votes cast in favour of the & - ZI|F T :
resolutions are set out below:

PYI'S GENERAL MEETING HELD DURING THE YEAR ENDED 31 MARCH 2016
MREBZE2016F3A3MBLFERITHRERRAS

Annual General Meeting on 4 September 2015 % of Votes Cast For
R2015F9 4R ETHRRBFAE B EHME=E
V" Approval of the 2015 audited accounts 100%

BB2015FEMNKEZEE

v Declaration of final dividend for the year ended 31 March 2015 100%
SREE2015F3A3BLFEZRBRE

V" Re-election of Ms Wong Lai Kin, Elsa as director 100%
EEERRBRTLTAESE
V" Re-election of Mr Mok Yat Fan, Edmond as director 100%

ERE-NELERES

V" Approval of directors’ fees in aggregate amount of not exceeding HK$4,000,000 100%
per annum for all directors
BRAGTERESLERTHIETF4,00000ETHEEFHRS

V" Re-appointment of Deloitte Touche Tohmatsu as auditor and authorisation to the 99.92%
Board to fix their remuneration
BEZIEY - HERAISHAMTRAREMAEEEZRETHNE

V" Grant of general and unconditional mandate to directors to issue shares 94.11%
RTEZRBRTRODO —REEBRERE

V" Grant of general and unconditional mandate to directors to repurchase shares 100%
BTEFRERG N —RREGGRE

V" Extension of the share issue mandate to directors 94.11%

BARTESRTROZED

V" Approval of the refreshment of the 10% limit on grant of options under 94.11%
the share option scheme
HAEFHBRBEBREASIR TEREZ10%RE
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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 ) 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's website (www.pyicorp.com) and HKEx's website.

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

At pages 65 to 68 of this annual report, we have designated a
section called “PYIl 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.

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.
PY!I'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
convened 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 PYl is set out in the Letter
from the Board in the circular for re-election of directors and in
our Shareholders Communication Policy.
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BOARD AND BOARD COMMITTEES

Board’s Role and Delegation

The primary role of the 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 to 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 39 shows the
detailed relationship between the Board, the Managing Director
and the senior management as well as other stakeholders.

Below is a summary of specific matters which are reserved for
the Board:
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SUMMARY OF SPECIFIC MATTERS RESERVED FOR THE BOARD
ESREREBNRR

v Financial reporting and control
B s I B AR

V" Equity fund raising
BEREE

v Recommendation/declaration of dividend or other distributions

B BCE M 2 R B B2 R/ B R

v~ Notifiable and connected transactions under the Listing Rules and inside information under the Securities and

Futures Ordinance

(EMRADPAANATRAHNEER S R(EFLAE

S R R B AR B

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

EABEAAEBEREBOL HEARE
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Board's Responsibility for the Consolidated
Financial Statements

The Board acknowledges its responsibility for preparing the
consolidated financial statements of the Group and for ensuring
that the preparation of the consolidated financial statements of
the Group is in accordance with statutory requirements and
applicable standards.

The statement of the external 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 87 and 88 of this annual report.

Board Composition

As at the date of the Directors’ Report, there are 5 directors in our
Board consisting of 2 executive directors and 3 independent non-
executive directors. Independent non-executive directors
represented more than half of the Board members, thus exhibiting
a strong independent element which enhanced independent

judgment. 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.

BOARD OF DIRECTORS

BEER
(as at the date of the Directors’ Report RZAE=EF &= A HA)

Independent Non-Executive Directors +
BIYFHTES

Mr Chan Shu Kin B E2 5 &

Ms Wong Lai Kin, Elsa SEEE &+

Mr Mok Yat Fan, Edmond & — R 554

There is no relationship (including financial, business, family or
other material/relevant relationship) among members of the
Board and senior management.
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Executive Directors

HITES
Mr Lau Tom Ko Yuen 2= R 4£E
(Chairman & Managing Director /& ##4)
Mr Chan Yiu Lun, Alan PR 75 £
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There was no change of directors and Board committee
members during the year except that (i) Mr Ko Hiu Fung ceased
to be a member of the Corporate Governance and Compliance
Committee with effect from 22 May 2015; (i) Mr Li Changan
retired as an independent non-executive director of the Company
at the conclusion of PYI's annual general meeting held on 4
September 2015 (the “2015 AGM"); and (iii) Mr Shing On Wai
was appointed as a member of the Corporate Governance and
Compliance Committee with effect from 19 February 2016. Brief
biographical details of each director (including his/her age,
gender, term of office, professional qualification and experience)
are set out on pages 31 to 33 of this annual report and also
available on PYI's website (www.pyicorp.com).

PYI has also maintained on its website and 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.

Each independent non-executive director is required to inform
PYI as soon as practicable if there is any change in his or her own
personal particulars that may affect his or her independence. No
such notification was received during the year. Pursuant to the
requirement in the Listing Rules, the Company has received a
written confirmation on independence from each independent
non-executive director. The Company considers all of the
independent non-executive directors to be independent.

All Board members have complied with the requirement of the
Securities and Futures Ordinance regarding disclosure of their
respective interests in PYI and its associated corporations, if any,
during the year. Interests and short positions of PYI's directors in
shares, underlying shares and debentures of PYI and its
associated corporations are disclosed in the Directors’ Report on
pages 78 and 79 of this annual report.
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Board Diversity Policy

As mentioned above, a Board Diversity Policy setting out the
approach to achieve diversity on the Board was adopted in June
2013. Under the policy:

(@) the Company recognises and embraces the benefits of
having a diverse Board, and sees diversity at Board level as
an essential element in achieving a sustainable and
balanced development of the Company;

(b)  the Nomination Committee is primarily responsible for
reviewing the structure, size and composition of the Board,
identifying and selecting suitable individuals to the Board
and making recommendations to the Board on any
proposed changes to the Board; and

(c)  selection of candidates for directorship with the Company
will be based on diversity of perspectives which can be
achieved through consideration of a number of factors
including but not limited to gender, age, cultural and
educational background, ethnicity, professional and
industrial experience, skills, knowledge and independence (if
applicable).

The Nomination Committee will monitor the implementation of
the policy and review the policy, where necessary, to ensure its
continued effectiveness.

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 meeting. Within the year, 4
Board meetings were held and the overall attendance of Board
meetings attained 100% and 100% attendance was also
recorded for Board committee meetings.
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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 request for seeking 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 time period after meetings for their comments and
were kept in the minute book for inspection by directors.

Also, each director is required to make disclosure of his/her
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/she is materially interested nor shall he/she
be counted in the quorum present at the meeting.

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

In the 2015 AGM, Ms Wong Lai Kin, Elsa and Mr Mok Yat Fan,
Edmond, who retired from office in accordance with the
Company'’s bye-laws, were re-elected as directors of PYI.

In accordance with bye-laws 87(1) and 87(2) of the Company'’s
bye-laws, Mr Lau Tom Ko Yuen and Mr Chan Shu Kin will retire
by rotation at the forthcoming annual general meeting. The
retiring directors, being eligible, seek for re-election and their
respective biographies are set out in the circular for re-election of
directors.

Directors’ Commitments

All directors are committed to devoting 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, as
well as other significant commitments 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 and other
significant commitments 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
director’s duties and responsibilities under statute and common
law, the Conduct Code, the Listing Rules and other regulatory
requirements and the business and governance policies of the
Group.

PYI recognises the importance of continuing professional training
for directors and management and believes that it is effective to
enhance corporate governance through regular training within
the Group. Apart from reading monthly management updates,
directors are encouraged to keep up to date on all matters
relevant to the Group and attend briefings and seminars at the
expense of PYl on an ongoing and regular basis.

This year, our directors and management continued to keep
abreast of any updates on the governing laws and regulations of
the jurisdictions where PYI operates businesses and applicable
guidelines and rules issued by regulatory authorities and
attended seminars organised by professional bodies and/or had
been provided with materials of such seminars. Our Hangzhou
training centre is responsible for organising regular internal
training for management of the Group. In addition to regular
attendance at Board and Board committees meetings, directors
including independent non-executive directors have participated
in field trip to Yichang in October 2015.

All directors and senior management are required to provide PY!I
with their training records on an annual basis, and such records
are maintained by the Company Secretary for regular review by
the Corporate Governance and Compliance Committee. The
training records of the directors and senior management for this
year were reviewed by the Committee in June 2016.
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According to the records, PYI directors received the following
training with an emphasis on the roles, functions and duties of a
director of a listed company in compliance with Code Provision
A.6.5 of the CG Code during the year:

Directors

=

Independent Non-Executive Directors

BYFATES

RETH REEERAFESEIXTHREE
EHRARIEFEAC BELRREZHI UG
(ETADZTAMENEA6SHZHE

Type of Training
1 3 8 5l

Attending internal

Reading and external seminars
materials or conferences
i FE B8 R Sh 3B

B E AR mEEsRER

Mr Chan Shu Kin P 5 B2 5 4 v Y
Ms Wong Lai Kin, Elsa &2 4 + v v
Mr Mok Yat Fan, Edmond & — i % 4 v v
Executive Directors

HITES

Mr Lau Tom Ko Yuen 2|5 & 4 4 4 v
Mr Chan Yiu Lun, Alan s #2 i 5 4 v v
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Board Committees

Constantly striving to achieve greater transparency and
accountability to PYI shareholders, the Board has established five
Board committees, namely, the Audit Committee, the
Remuneration Committee, the Nomination Committee, the
Corporate Governance and Compliance Committee, and the
Share Repurchase Committee; each having specific roles,
authority and functions as detailed in the respective written
terms of reference which are available on PYI'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.

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 HELD DURING THE YEAR ENDED 31 MARCH 2016

REZ2016F3A3MALFERTZERZHELE

il wesmoman 201654

EERZEYE
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ui @F#%%%;AEﬁxiﬁﬁ%%ﬁﬁ%ﬂﬁﬁﬁﬂ
TEREEHIESR -

BOARD COMMITTEES EE R Z8 &

Board [T (1S
BEER A i
Number of meetings held during the year
RERNEBTEHRE 4
Independent Non-Executive Directors
BIHTES
Mr Chan Shu Kin P& fif B2 % 4 4/4
Mr Li Chang An % & %2 %5 & 212
(retired with effect from 4 September 2015
E 201549 A4 H R (F)
Ms Wong Lai Kin, Elsa % B B2 22 - 4/4
Mr Mok Yat Fan, Edmond & — i, 55 4 4/4
Executive Directors
HITES
Mr Lau Tom Ko Yuen 27 R % 4 4/4
Mr Chan Yiu Lun, Alan P& 12 8 % & 4/4
Company Secretary
DNEAME
Mr Ko Hiu Fung = B2 I& 5% 4 1/1
(resigned with effect from 22 May 2015
B 201545 A 22 A # 8 )
Ms Siu Tin Ho & X i %2 4 212

(appointed with effect from 22 May 2015 and resigned
with effect from 19 February 2016
E2015F5H22 AREEZER 52016F2H19H
EEBEE)

Mr Shing On Wai' f% %2 J&k 5t 4 * 111
(appointed with effect from 19 February 2016
B 201642 A 19 A E#Z (F)

i REZREER2015F10 AMAR R BT EBAEBEE -

Remuneration Nomination

Mr Shing On Wai joined the Company as the Group Legal Counsel in October 2015.

Corporate
Governance and
Compliance
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The following tables show the composition of the Board LTI RBEBTRIRFRNESREZE AR -
committees, their respective roles and functions and a summary ~ A@EBENE TEBER @S
and/or report of the works performed by them during the year:

REMUNERATION COMMITTEE
FMEsS

Composition Independent Non-Executive Directors 1 Executlve Director
4 BIEHTES + -
Mr Chan Shu Kin BRI B2 50 4 (Chairman 3= /%) l\/Ir Lau Tom Ko Yuen 2SR L E

Mr Mok Yat Fan, Edmond & —#1 4 4

Role & Function* Reviews the remuneration policy of the Company

AR 1 59 N 2 B & H B BR SR

v Makes recommendations to the Board on the policy and structure for the remuneration of all
directors and senior management and on the establishment of formal and transparent procedures
for developing a policy on such remuneration
HRAEETHESREEENTMERRERE URAFNEZEFMERR Y —EERMA
FHENRF MEZFRELHRES

~ Determines or makes recommendations to the Board on 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
REIAMEZREZERNATEZTRSRAEBENREHFNGE  SFEYNE  BRKE
BARGEER(BEARBERAIRILEBRBEHAZEMEMNNEAHEES)

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

AEEREZFNTESOHMN

Summary of work Recommerjded the aggregate amount of directors’ fees for shareholders” approval at 2015 AGM
performed EREENSAE BEREE20FRFBEFRE EiE
ITHERE

v Reviewed the share incentive schemes

2 i B ) KB &t Bl

~ Considered and approved the key performance indicators of Managing Director and Senior
Management for the year ended 31 March 2015 and the granting of variable bonus for the year
ended 31 March 2015 to Managing Director and Senior Management
ZERMEREZ2005F3A3BEFEERARNARRSREEENEIZERERERMEA
BHERREBEEREREBE2015F3A31BEEEMNRIEEA

~ Considered and approved the grant of additional incentive bonus

ZR M ER HBEINABITEA

v Reviewed the remuneration packages of Managing Director and Senior Management for the year
ended 31 March 2016
R BHEEEREEENEZ2016F3A3MBEFENFTHESE

v Reviewed and recommended to the Board for approval the increase in the director’s fee

EHRMEERERAAEEES

~ Considered and approved the proposed action plan for setting up a new share award scheme upon
expiry of the existing share award scheme

ERRMERBREAR RN EREERE MR —BNORN ZBE 2 2ETEHE

* Please refer to the terms of reference of the Remuneration Committee on PYI's website (www.pyicorp.com) for further details.

* BRE—LHE - BT LENMREBIE (www.pyicorp.com) 2 HME S g EEE -
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Performance-based Remuneration Policy BRBRPEHHBER
Director's fee is determined with reference to factors including EEHe IR ELRBRAEME T BERT
the prevailing market conditions, salary paid by comparable BN - ERATMSXNZEHESKE EEH
companies, the duties and responsibilities of a director, BEEL EMis A Z2EBEEGEUARESTEA
employment conditions elsewhere and the time committed by 2B e

the director.

BRRAW TR GE AN R A K B F 55 58
A performance-based element was considered instrumental in RTHEZEZNER MERNEISERS
aligning the interests of individuals with those of the Group and EEEBERETIT
has been built into top-management compensation.

RECERMNEBIINRERE  EREFHK
PYI has adopted its own reward strategy which forms an integral ~ F 4K T H R BEEBES M ELE . )t HEE
part of its remuneration policy and the basis for future awards to  HEH F Z & 6 FF :
employees. The key aspects of such reward strategy include:

Vo EXFMRENFTAETSHBRES N AR
v to attract and retain talents, base pay and benefits will be NBEB AL

market competitive;

Vo O BRREEHERERMERBAEE X

v to support the growth strategy of the Group, short-term REEE KRR
and long-term performance-based rewards will be
emphasized; VO BRRTRERBURG R XRERE

WoEREERRNAEREN: &
v to align employee interest with shareholders, the

performance-based rewards will either be equity-based vV BHEEEMEIRENHYAEEHREDE
and/or cash-based; and HERENTERE ZEUARNERR

V' equity-based and/or cash reward will be considered in light

of an employee’s level of responsibility and influence on REFSHMALEBBEURMN AEHRAEE R
the Group's performance and share price. Bl - BIEERERT S RO REGERROEE

&l ARIBETEA -
PYI effectively deploys an appropriate mix of its existing equity-
based reward vehicles, including the share option scheme, share EENSHAETIEREE NS N I BHRE N
award scheme and share financing plan as well as cash bonus. T120

Details of remuneration of directors and senior management are
set out in note 12 to the financial statements.
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NOMINATION COMMITTEE
REEES
Composition Independent Non-Executive Directors + 1 Executive Director
A BAFHITES HITES
Mr Chan Shu Kin BRI B2 50 4 (Chairman 3= /%) Mr Lau Tom Ko Yuen &5 R % 4

Mr Mok Yat Fan, Edmond & —1R,4E &

Role & Function* Reviews the structure, size and diversity (including without limitation, gender, age, cultural and
bl 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
ZLEERVNEZTRNER  ABERZ T (BEETRAMLR £ XERHEESR
Bk BRROTXREH LR Rt FRRREFH)  TEABELZSHREZHIRY
et

v Identifies individuals suitably qualified to become Board members and selects, or makes
recommendations to the Board on the selection of, individuals nominated for directorships
NMEEECERNABARBEAESERKE kBN ESRREEREBALTLESE
=

v Assesses the independence of independent non-executive directors
ARBUFRTEENB LI

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
the Managing Director
HREFZERENZE URBSF(LEARIRELF) LTI RNESTRIELES

v Reviews and recommends to the Board for adoption of measurable objectives for achieving and
improving diversity on the Board
REBFLRBZEERKEZ L RAMEBAGEERTEERER KM

v Monitors the implementation of the Board Diversity Policy (@ summary of which is set out on page 46)

EREERKEZTIBR (EREHINFI46H) WATIER

Summary of work Nominated the retiring directors for re-election by shareholders at 2015 AGM
performed REBRAEEM205FRFBEFAY LEEEMF
IHERE

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

BEHRAZBLFATESRR(ETRADEI R R FE B IR K

v Reviewed the structure, size and composition of the Board

BAESRORE  ABEAK

v Reviewed the Board Diversity Policy
WA EERKEZTICEER

* Please refer to the terms of reference of the Nomination Committee on PYI's website (www.pyicorp.com) for further details.

* BRME— LB - BT LENMRERIE (www.pyicorp.com) 2 iR A E B B RIEHE -
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NOMINATION PROCEDURES, PROCESS AND BEEZEF BREUKREES

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

REZEEMEM REZEEVEEE REZEEHEDS EEROEREAL
RIEZBMEERH BEEMALTHE mESFREEZRRES BHETEEMN
RHEZR 2= BALHEES ERXBGEH

CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE
CERERRERERS

Composition Independent Non-Executive Directors Company Secretary

) By EHTES + 1 zaus
Mr Chan Shu Kin BRI B2 50 4 (Chairman 3= /) Mr Ko Hiu Fung =B I& 55 4
Ms Wong Lai Kin, Elsa EREE 2 4 (Ceased to be a member with effect from
Mr Mok Yat Fan, Edmond E—1M1 554 22 May 2015

B201545 22 A=K 8)

Mr Shing On Wai A %2 55 4
(Appointed as a member with effect from
19 February 2016

H20164F2 A19 HEEZE K S)

Role & Function* .  Develops and reviews the Company’s policies and practices on corporate governance and makes
AR recommendations to the Board
HERBREARRNEREABRRER  TAEERHELESR

v Reviews and monitors the training and continuous professional development of directors and Senior
Management

BAREREFHESRERENEIIRFEEXER

~ 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
BERERANCERATEEREERT T ANBERER THRARANEEERTE
B AFTEARANERBE  ARKER

~ Develops, reviews, monitors and approves any code of conduct and compliance manual (if any)
applicable to employees and directors of the Company
HE B ERREHERANARAEERESNEATRAEIREHRFMENE)

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

HAEXLHREALEE AR IR REGRBNEMNERERANELEERBR

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

B ARANEFCEDRADAZ D EFADOIERREN(EEERRE WO BE

v Reviews the Company’s compliance with the Environmental, Social and Governance Reporting Guide
as contained in the Listing Rules and disclosure in the Environmental, Social and Governance Report
BAAAREETRADAZGRE HEREBAREBIDNBERARECRRE HLERE
SO\ R A ==
Nk R AR O

* Please refer to the terms of reference of the Corporate Governance and Compliance Committee on PYI's website (www.pyicorp.com) for further details.

* BEEE— TR FRE L HANREMI (www.pyicorp.com)Z EEE A RARE E e MERE -
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CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE (Continued)

TCEEARERZES (H)

Summary of work .~ Reviewed the Corporate Governance Report for the year ended 31 March 2015
performed EHBE2015F3A31BIEFEZ(EEERRE)

THEERE

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

BHARARATETIENBARNENERELRS

v Reviewed the form for confirmation of directors’ participation in training provided by each director in
compliance with the CG Code
EHNREFRECEF2EBII 2BRERRK  KEF(RETFED

v Reviewed and recommended to the Board for approval the revised policy on disclosure and public
relations

EHREBEREI CRERAHBRRRTEEZRER

v Reviewed and recommended to the Board for approval the revised terms of reference of the
Corporate Governance and Compliance Committee
EHREEREICREANERZECRESEETESZREML

v Reviewed the Shareholders Communication Policy

o & B SR AR B

SHARE REPURCHASE COMMITTEE

=)
[
B

RAOCBEZES
Composition Independent Non-Executive Director + 1 Executlve Director
AR BYFHTES
Mr Chan Shu Kin R B2 5c 4 (Chairman 3= /%) Mr Lau Tom Ko Yuen 2lE /R &4

Role & Function* .  Exercises the general mandate granted by shareholders to the Board to repurchase shares of PYl in

£ {0 BARg ge* accordance with the Listing Rules, PYI's bye-laws and the applicable laws of Bermuda
BREBCETRAD REARBUNNERAREFERZE TEREETEEREBRERD
Z TN
Summary of work ~  During the year, no Share Repurchase Committee meeting was held.
performed REN TEBFRRHEEZESEH
ITHERE
* Please refer to the terms of reference of the Share Repurchase Committee on PYI's website (www.pyicorp.com) for further details.

* BEBE— TR BRE L HNMRESIE (www.pyicorp.com)Z IR I B @ REHE -
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AUDIT COMMITTEE

EREEE

Composition Independent Non-Executive Directors
#HEL BYFHTES

Mr Chan Shu Kin* BR#s1ER 5 £* (Chairman /%)
Ms Wong Lai Kin, Elsa SEEE &2+
Mr Mok Yat Fan, Edmond E—1f & 4

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

! BREIREERA—LREGE  ERE S RUBEERETARBLELR -

Role & Function* Makes recommendations to the Board on appointment of external auditor
£ @R REFIINEZEMMESBIRDEH
v Reviews the Group's financial information
EHNAEEMBER
~ Oversees the Group’s financial reporting system, risk management and internal control systems

EEAKEVKERGE RREERABEZERSR

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

ERREZRUEZH  BEHAKER RN KREEE

v Reviews financial reporting and internal control matters and to this end has unrestricted access to
both the Company's external and internal auditors .
EHMBERTMADEREE - WA AUk B &Y R A D 75N 2080 & A BB &/ At A

MEHE
Reportonwork Reviewed unaudited interim consolidated financial statements and audited annual consolidated
performed financial statements of the Group with a recommendation to the Board for approval
TiE®mE EHAEERCEZNT RS BRERCEZNFESREVBRE TEZEERAA

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

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

EREEHNASEMETRSNANEE BRREEZMADERS TENERRSE

~ Approved audit fee proposal of external auditor in connection with the audit of the Group's
consolidated financial statements for the year ended 31 March 2015

HEINEZHMAEBRAEEEZ2015F3AN B L FREGAVBRRMEZNZHE

~ Approved the engagement and the review fee proposal of external auditor in connection with the
review of the Group’s condensed consolidated financial statements for the six months ended 30

September 2015
MEZTIIEZBMEERENASEEEZ2015F9A30A L ABA ZEHAGA T HRE
N EHE

v Reviewed connected transactions of the Group
EHRAEE L HER S

v Recommended the re-appointment of Deloitte Touche Tohmatsu as the Group's external auditor at
2015 AGM
BER0GCFRIABFAG LEHNZEREY « BER T SHMITRNEEINEZEAD

v Met with external auditor in the absence of executives of the Group

ERAEAKETRABEGHNELT & RINEZHED

v Reviewed and recommended to the Board for approval the revised terms of reference of the Audit Committee

BEHREBREI ERZEERELETESZREM

Please refer to the terms of reference of the Audit Committee on PYI's website (www.pyicorp.com) for further details.
* BRGE— 15 - HEE EHPMRERI (www.pyicorp.com) 2 B Z B EBIEHE -
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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 has the ongoing responsibilities to review
the effectiveness of the Group's risk management and internal
control systems and to report to the Board.

Moreover, PYI has taken steps to comply with the risk
management and internal control section specified in the new
CG Code by aligning its relevant policies and procedures with
the new requirements.

B B B K% 0 D BE 4
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The table below shows the roles of the key parties in our risk TRERETZAEAERMOEREIZEMAHLE
management and internal control systems: ERGAMEENAR:

Board of Directors

BEER

~ Sets strategic objectives ~ Evaluates and determines the ~ Provides direction on the
il 7E BB B R nature and extent for the Group's importance of risk management

~ Oversees management in the principal risks and risk management culture
design, implementation and A E S E Z &b & A E R EEEE MR R E R
monitoring of the risk HUEEMEE AL R T M

management and internal
control systems
EEEEEYHEREERAE
ERARHRT BEHRMER

Audit Committee

Managing Director & Senior Management

BINESREERE EXEE]

~ Assesses risks group-wide and develops mitigating ~ Reviews the effectiveness of risk management and
measures internal control systems
R B R B Y A AT (4 [ B A0 I E B\ B ' TR 4 e B R B IR AN EP BRI R Ay A

~ Designs, implements and monitors the risk

management and internal control systems Internal Auditor

Bt HiE N AR E A A B R e L

~ Provides confirmation on the effectiveness of risk ~ Supports the Audit Committee in reviewing the
management and internal control systems to the effectiveness of risk management and internal
Board of Directors control systems
HEREBENABEZEZRANERMEMESZRIR YERERZEQUHRREERNARBEZERRZE
HERE A H R AT

Operation Management

BEEHEE

~ Implements and monitors the risk management and internal control procedures across business operations and
functional areas
B K BE 5308 S I NN B Bk B6 P Y [ B B ER RN ) BB BE AR AR T
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Risk Management Framework

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

Strategy RRE

Vision

Statement

B=EH

Process B2

Identify
E=9z]

Vel “

g Risk
B Management
Process

t BREERE l
Monitor

Ex

Elements &

Human
Resource
Mechanisms

Organization
Structures

ARBIRE

Performance
Measure

ANIER

Management
Commitment

EBE RS

Communications
and Training

AN E R BERIEI

Assurance

RE

LB E AR R
T Bl R A S TR 4 0 LB BB A R

Risks are considered
when setting strategy.
1 ) TE 2R B By
ZRERAEZE -

Process applies standard
procedures, assessment
tools and market practices.
BEPER TIERENREF -
FHE AR TISI0A

Elements that are brought
together to support, promote
and drive risk management
throughout the Group.
PER S Hr ~ fREN R EAE
SERREEMFBNITE
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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 prioritised 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.

Business units are required to perform control self-assessments
annually to assess the effectiveness of their systems of internal
control. The control self-assessment performed is in the form of
a 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
operating 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.

) rResmsmad 20658

AREBETR R G EETEHESHRROME
EREE -ZRERFGEBES  NEBEERETE
AEEHRENTIEAR AEEEREELE
BHENKEREOSAEEEBNTENRE
MEEITHE R - 30 B B E BB B IR 1R B A # 8 R
BREAERINEEA -

W MRS ROEEERE AT HHRMANE
BEEFBEYERNEERE &L D
AT ERGRB A R E AR E B
MEZEB LD -

BEEEERABEERFORT

REBR NI E T R G R 2 E X B Committee
of Sponsoring Organizations of the Treadway
Commission (COSO) 722013 4F # & 2 N #0 B 45 47
EERRBEGAAGEM 2 A E = ER
b B IR 45 5| P EEY o

EXBRAAASFETRNIEE A HAMG - K
ARG ANBEERTHOME  ABEEAR
AR SEAETT  BE5HRCOSOA AP
ERGAERNAEATENEIERD - E0E
BERBENTES R REERE ARG &
BEE EEREE URER-

FAAFERER WHEREFARABEE
EHPCHANMA B EEZHBRARETE
BB RAEREEZRE  UHEERENTEASK
EEREELRANBEEOBRRNMERF KR
RRXHA BRSO EREN -
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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.

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 2016, 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.

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

Proper measures have been taken by the Group to ensure
compliance with the requirements under “Part XIVA —
Disclosure of Inside Information” of the Securities and Futures
Ordinance. 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
eight years, the internal audit department has completed two
three-year internal audit strategic plans and the first two years 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 1SO9001 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
in compliance with 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 2015 AGM until the
conclusion of the next annual general meeting. The Audit
Committee in its meeting on 16 June 2016 recommended the
re-appointment of Deloitte as the Company’s external auditor at
2016 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.
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REMUNERATION PAID OR PAYABLE TO DELOITTE FOR AUDIT AND NON-AUDIT SERVICES
ENSHENTFTRANZERFLZBEEMNS

2016 2015

HK$'000 HK$'000

Services Rendered RH RS FH& T T&T

Audit services % B AR 1% 3,345 4,073

Non-audit services IEZ H R TS

Review of interim condensed consolidated EH R EBRELRE

financial statements B 75 3R 3% 1,399 1,390

Taxation advisory WIS o 88 169

Special engagements FrEZHE 13 13

Total PR 4,845 5,645

CONSTITUTIONAL DOCUMENTS HEBERH

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.

No amendments have been made to the bye-laws of the
Company during the year ended 31 March 2016.
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