CORPORATE GOVERNANCE REPORT

TEERME

MAKING CORPORATE GOVERNANCE A PART OF
PYI CULTURE

PYI Corporation Limited (“PYI” or the “Company”, together with
its subsidiaries, the “Group”) is committed to upholding high
standards of corporate governance and strives to ensure that
our strong ethos of corporate governance permeates the entire
organization and the way we conduct business.

Corporate governance has had a significant influence on

PYI's development, indeed, helping shape the Group to its
present form. To ensure that corporate governance is part

of corporate culture, we have begun compiling a corporate
governance manual that provides staff at every level with a
thorough understanding of policies and procedures relating to
this important concern. As well, the management of subsidiaries
in the Mainland also receive corporate governance training,

thus ensuring that all our members are fully aware of their
responsibilities.

For the year ended 31 March 2008, PYI has applied the
principles and complied with all the applicable code provisions
of the Code on Corporate Governance Practices as set out in
Appendix 14 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

Moreover, PYI has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 of the Listing Rules, going so far as
applying the Model Code to senior management. According

to specific enquiries made by PYI, all directors and senior
management of PYI have confirmed their compliance with the
required standard set out in the Model Code throughout the year
under review.

We report below on the corporate governance principles and
practices adopted by the Group.
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CORPORATE GOVERNANCE FRAMEWORK

Building a high-impact governance structure
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SHAREHOLDERS

Protecting shareholder interests is paramount

ENSURING EQUITABLE TREATMENT

Shareholders have the right to participate in and vote at general
meetings in accordance with PYI’s bye-laws and the applicable
laws of Bermuda.

To enhance transparency of meeting procedures as well as
ensuring all shareholders have a fair say in the running of the
Company, since 2006, voting on resolutions put forward at all
PYI's general meetings (including the annual general meeting
(“AGM”) held on 20 September 2007 (“2007 AGM”)) has been
conducted by way of poll. All poll results will be published and
posted on the websites of PYI and of the Stock Exchange.
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SUMMARY OF GENERAL MEETINGS HELD DURING THE YEAR

EXFERTHRRASHE
2007 AGM % of Votes Cast For
2007 FRRBEAR BERRMM LR
Ve Approval of the 2007 audited accounts 100%
iR 2007 F AT RAZER B ’
v Approval of the 2007 final dividend of HK1.5 cents each 100%
BB 2007 FEAR 1.5 81 AREIRR B o
V4 Re-election of Mr Lau Ko Yuen, Tom, Mr Chan Shu Kin and Mr Li Chang An as
directors (by separate resolutions) 100%
FEERRLLE REREERTEREERES (B RERN A ET)
v Approval of directors’ fees in aggregate amount of not exceeding HK$4,000,000 per
annum for all directors 100%
BIRGE TR REFRENTHRIAEF 4,000,000 THESHES
V4 Re-appointment of Deloitte Touche Tohmatsu as auditors 100%
BEETED o BERT T A °
s Grant of general mandate to directors to issue additional shares 959
BTEERTRON—REE °
Ve Grant of general mandate to directors to repurchase shares 100%
46T EE R — IR °
Ve Refreshment of the 10% limit on grant of options under PYI’s share option scheme 100%
BRIRBREBRERT SR H BARIE 2 10% [R5 ?
v Approval of the refreshment of the 10% limit on grant of options under the share option
scheme of Paul Y. Engineering Group Limited 100%
BEBRBRERZZSEGR A RBRE 2R TEREZ 10% R
Special General Meeting held on 4 January 2008
1200851 A4 HETHRREFEIAE
v Grant of a RMB1 billion mandate to the Board to proceed with acquisition of further
equity interest in Nantong Port Group Limited 100%
ER—IBARBI0ETEETESRNETHIER®EE D SBEER AR 2 HEIMER
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MAINTAINING EFFICIENT SHAREHOLDER
COMMUNICATIONS AND PARTICIPATION

The Board endeavours to maintain transparent communication
with all shareholders so as to enable them to make informed
decision on matters relating to their investment and the exercise
of their rights as shareholders in PYI.

PYI has established and maintained different commmunication
channels with its shareholders through the publication of

annual and interim reports, press announcements as well

as news releases to provide extensive information on the
Group’s activities, business strategies and developments. Such
information is also available on PYI website — www.pyicorp.com.

PYI regards its shareholders’ meetings as valuable forum for
shareholders to raise comments and exchange views with the
Board.

All directors and senior management will make an effort to attend
shareholders’ meetings and address queries from shareholders.

To enhance shareholders’ understanding of PYI’s business and
latest business initiatives, since 2005 an “Address by Managing
Director” session has been included in the AGM in addition to
standard meeting agenda. This session is led by the Chairman
and presented by the Managing Director.

Moreover, simultaneous translations have been arranged
during general meetings, providing language support in English,
Cantonese and Putonghua, thereby catering to the needs of
those fluent in one of the three languages.
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BOARD OF DIRECTORS

Building effective board is key to good corporate governance

PROVIDING RESPONSIBLE AND EFFICIENT LEADERSHIP
The Board’s primary role is to protect and enhance 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 and subsidiary individual boards the day-to-day
leadership and management of the Group. The management,
on the other hand, is responsible for the management and
administrative functions and the day-to-day operations of the
Group under the leadership of the Managing Director.

BEER

RIEEHEENE F G ER RIFIDEE R

RTEEERERENES
EXZRNIZEACRABRMEARRZKETN
& BRETHERNARENEERERART]
ZEME ARNGTEREEARBZERAZEEN
KSR -

EEREIHNEET  HAENETREEENR
mREE  EEENER  UREREEENT
o

RBEHE  EFREREERERERETENE
N THTRERFARZEERRAE - 57
H BEEEAREET  BREEMITHEEEN
B UERETEBRESENRE

SUMMARY OF SPECIFIC MATTERS RESERVED FOR THE BOARD

HEEREEEBNRE

v Financial reporting and control
B 5 T S A B

v Equity fund raising
BARER

v Recommendation/declaration of dividend or other distributions
RB B E A 7 kA B E K

v Notifiable transactions under the Listing Rules

CEMBRAD PRttt B T R 5

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

AR SAN RIS B AN
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CREATING SUCCESS BY WAY OF INDEPENDENT
GOVERNANCE

To ensure that the Group upholds its commitment to strong
corporate governance, the Board’s composition is largely made
up of independent non-executive directors, at present, five out of
seven.

LB N ERmEER
SEBRRITRRENTERERRE  EER/AM
DHRBLIFATEREANR  ES2REUESF
D REILIFAITES °

BOARD OF DIRECTORS EE/5
(as at the date of this report A& 2 H)

Independent Non-Executive Directors

Executive Director

Non-Executive Director

BIYFHTES HiTE FHITES
Dr Chow Ming Kuen, Joseph ERR#EE L (Chairman /%) Mr Lau Ko Yuen, Tom Dr Chan Kwok Keung, Charles
Mr Kwok Shiu Keung, Emest £5/3 5t 4 + AsREE + BRERIE L
Mr Chan Shu Kin B B2 55 4 (Deputy Chairman &
Mr Leung Po Wing, Bowen Joseph ZE 554 Managing Director
Mr Li Chang An ZE %54 EILERABH)

Biographical details of the above directors are set out on pages
52 to 55 of this annual report and are also available on PYI
website — www.pyicorp.com.

The majority composition of independent non-executive directors
(including one who has appropriate professional qualifications,

or accounting or related financial management expertise, as
required by the Listing Rules) ensures that the Board’s actions
account for the interests of all shareholders and that all issues
are considered in a balanced and objective manner.

For all newly appointed directors, a comprehensive and tailored
induction programme is administered to ensure full awareness
of responsibilities under statute and common law, the Listing
Rules and other regulatory requirements and the business and
governance policies of the Group.

Further, as stipulated by PYI’s bye-laws, each director (including
non-executive director) is required to retire by rotation at least
once every three years and thus seek re-election at the AGM;
and any directors appointed during the year by the Board
following the recommendation of the Nomination Committee
stand for election at the first general meeting after their
appointment.

EREMEENENFBENAFHRNFE 52255
B FHERTEZHRELRABH
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SUCCESSFUL RE-ELECTION AT 2007 AGM
JEFIFE 2007 FIRRBF RS LRER

Retired by
rotation

WERE

Newly appointed MrLiChang An FE % %4
FEE

Mr Lau Ko Yuen, Tom and Mr Chan Shu Kin 2|8 R &4 RRER 4L

J/ afixed term of approximately three years until the conclusion of the AGM to be held in 2010

THYH=F EZE2010FRRBFERSLERAIE

v/ appointed by the Board on 8 January 2007

R2007%1 ASHEEEREME

/ afixed term of approximately three years until the conclusion of the AGM to be held in 2010

EHO=F - EE2010FRRBFAK

ENDEAVOURING TO STRONG INDEPENDENCE

In addressing the interest of shareholders, PYI has emphasised
transparency and accountability. Fittingly, the Group’s goal has
been to conduct a business that is overseen by those with broad
experience while maintaining objectivity and independent views.
Endeavouring to clearly delineate positions of responsibility, the
Chairman and Managing Director of PYI are held by two separate
individuals.

CHAIRMAN
&

RALE

BRFRABMM

RERBERON S  RE-ER(ICEBEERE
- SETRAZFEEB R - BMEEERZEROA
THEEELHEHNRE - TR TEEBLNE
R BRRBERATRALOEME - DBIBERLTA
ALEERETFEEENB -

MANAGING DIRECTOR
B

Responsibilities Dr Chow Ming Kuen, Joseph FEB#E{#E L

H&E
Lo s To provide leadership to the Board
HERRRAZIER

s/ Responsible for overseeing the
functioning of the Board
BREEREERITEMENEL

Each independent non-executive director has confirmed his
independence with the Stock Exchange upon his appointment
pursuant to the Listing Rules.
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Mr Lau Ko Yuen, Tom Z|§ R %4

s Tolead the management
FEEEE

s/ Formulating operational strategies
and policies, as well as managing the
Group’s day-to-day operations
HE LERM AR AR EREEN R T
EiE
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On 18 July 2008, the Nomination Committee made an annual
assessment on the independence of all independent non-
executive directors based on their annual confirmation of
independence declared pursuant to Rule 3.13 of the Listing
Rules, and confirmed that each of these directors were able to
meet the guidelines as set out in Rule 3.13 of the Listing Rules
and continued to be independent.

Each of the Board members is totally unrelated to each other and
with the senior management in every aspect including financial,
business, or family.

Further, each director has made disclosure of his interests or
potential conflict of interests, if any, in the proposed transactions
or issues discussed by the Board at the Board meetings (and
abstained from voting on the relevant resolution as appropriate)
as well as notified changes in personal particulars to the
Company in a timely manner.

EMPHASIZING ACCOUNTABILITY THROUGH EFFECTIVE
DELEGATION

In order to ensure that the Board plays an effective role in
steering the Group based on the interest of shareholders, a
schedule of meetings to be conducted within a year are issued
well in advance to all members, thus well-organised for more
participation. Within the year, 11 board meetings were held

of which 2 were convened to discuss and consider potential
transactions including proposed collaboration and acquisition.
Most directors recorded over 80% attendance as indicated in the
following table.

Constantly striving to achieve greater transparency and
accountability to shareholders, PYI has established five board
committees, specifically, the Audit Committee, Remuneration
Committee, Nomination Committee, Compliance Committee,
and Share Repurchase Committee; each having specific roles,
authority and functions as detailed on the PY| website.
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ATTENDANCE RECORD OF BOARD AND COMMITTEE MEMBERS
ESREZEERENHFERTE

Board Committees EERE T 258

Share

Board Audit Remuneration  Nomination ~ Compliance  Repurchase  Shareholders

£55 8 5 # i BgER BR
Number of meetings held during the year
FREAEERH il 4 3 2 2 0 2
Independent Non-Executive Directors
BUFHTES
Dr Chow Ming Kuen, Joseph R &+ 11/11 4/4 3/3 2/2 2/2 2/2
Mr Kwok Shiu Keung, Emest 3458 54 9/11 4/4 3/3 2/2 2/2 1/2
Mr Chan Shu Kin FREIZ2 5t £ 1/11 4/4 2/2 2/2 0/0 1/2
Mr Leung Po Wing, Bowen Joseph Z2E 4504 10/11 4/4 3/8 1/2
Mr Li Chang An £E &4 5/11 0/2
Executive Director
HITEZ
Mr Lau Ko Yuen, Tom 2l& R 4E 11/11 3/3 2/2 0/0 2/2
Non-Executive Director
FHTES
Dr Chan Kwok Keung, Charles BBl 1§+ 3/11 1/2

Corporate Counsel and Company Secretary

SEEMRADUE
Ms Wong Lai Kin, Elsa #B&2Z 1A 1/2

N Ms Wong Lai Kin, Elsa has resigned as Corporate Counsel and Company Secretary with effect from 3 December 2007.
2007 F 12 A3 HE - BEEX T EBIFEBRITH A A E B -

The minutes for all of the Board and Committee meetings are EERLEZEEENSHRLEHEFEER  THA
recorded in sufficient detail and are kept by the Company AWERT  TEAENEEADELEGMNES -
Secretary, subsequently distributed to each director within a DR EEHITE/ERARTE - NESKEBEIEE
reasonable time period so as to ensure the prompt execution of BERAATRERN - TXHBMASESRE
decisions made. In instances where independent professional ZEEMAITHETR  BREEHERAEFEMNS
advice is sought for, such seeking must abide by pre-approved INEET ©

procedures. Appropriately, the directives that have been
implemented by different board committees are summarised
below consistent with the Group’s commitment to transparency.
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REMUNERATION OF DIRECTORS
Developing a scheme that properly motivates executives is
rewarding shareholders

EEHM

HE — 1818 = BT TN B )51 E| SRR T

REMUNERATION COMMITTEE

FHESE
Composition 3 Independent Non-Executive Directors Executive Director
AR BYFHTES TES
Dr Chow Ming Kuen, Joseph EFA#E 181 (Chairman /%) + Mr Lau Ko Yuen, Tom 2I2 B %4
Mr Kwok Shiu Keung, Emest 35038564
Mr Leung Po Wing, Bowen Joseph 2E 55t &
Role & Function s/ Reviews the remuneration policy of the Company
ABERRE B D AR BB

v 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
B ESTHSREEENTMNBRREE  URAFITZEMESECR - KE—@AEAMAS
BAENER  MEFRRFELHEERER

s Determines the specific remuneration packages of all 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
REFMBRTESNEREEENARBTH - SFF2EMNE  RRSEMNREESHE(B1EH
B SAR I BB S RN TR ES)

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

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 is considered instrumental in
aligning the interests of individuals with those of the Group and
will be built into top-management compensation.

AR BT B A BOR
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PYI has adopted its own reward strategy which forms an integral
part of the Group’s 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 payment and benefits
will be market competitive;

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

ve to align employee interest with shareholders, the
performance-based rewards will be equity-based; and

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

PY! will effectively deploy the appropriate mix of its existing
equity-based reward vehicles, including the share option
scheme, share award scheme and share financing plan.

SUMMARY OF WORK PERFORMED
THRE

RECRNEBTNEERRE - (EAREHIBCR
BV ER 10 Ko B 1% 22D 1R B RO B2 o Ih BRE SRS
T2HERE

Vo EAHBMRENEATSHEY  AR3IR
BAT

Vo RBEHRRORET RS -
SRR B

Y
s
Ji

vV o EREWREEURG AR - FE SR
RMIERER: &

vV  BEEREMEMEE RN EEEE SRR
BENFERE  ZRURN RERAEZE -

REREE R B RUARHIRA R RERER 12
B SEREAERTE - )RR & KA B
Aital o

V4 Recommendation of the aggregate amount of directors’ fees for shareholders’ approval at 2007 AGM

BEREFMS AR  HIRRE2007 FRERBESF RS Lk

Ve Confirmation and approval of 2007 variable bonus and equity-based award by way of a grant of 11,700,000

share options to the Managing Director under the MD Package

IRIBAEE Nt BIRERRAS T 4B 2007 ATEEFEAT - RHEIR T 48K 11,700,000 (0 FE B (E /R 5L 2007 LARX (D 77 SR E Y

BRI

v Grant of share options to employees
HEERETEES
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NOMINATION OF DIRECTORS EERA
Selecting individuals with complementary expertise and independence — #ki#E—LLa] G TNERIHEE T A 1+ 5t 7] B 411
can properly serve shareholders Vol &1 4

NOMINATION COMMITTEE

REZES®
Composition Independent Non-Executive Directors Executive Director
AR BYFHTES HiTES
Dr Chow Ming Kuen, Joseph EIFRIES L (Chairman /) Mr Lau Ko Yuen, Tom 2iZR%EE
Mr Kwok Shiu Keung, Ernest 3543564 +
Mr Chan Shu Kin BREIE 54 Dr Chan Kwok Keung, Charles BEls4 &+
(Alternate to Mr Kwok Shiu Keung, Ernest (Alternate to Mr Lau Ko Yuen, Tom
B %71 EEEmELY)

Role & Function / Leads the process for Board appointments
A EREE BBEEROEHER

/ ldentifies and nominates for the approval of the Board candidates for appointment to the
Board
MErREERREAEZERIESRE

s/ Assesses the independence of independent non-executive directors
B SERITE R E M

s 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
MEERRLEEEZAXENEE  UREF(CHEREFRER ) BETE B MRS

NOMINATION PROCEDURES, PROCESS AND CRITERIA
RERRF - BREAKRER

to the Board on the selection of persons nominated for directorships
REZEENESTRRENEBEMATHEES

The Board makes formal invitation to
selected person(s) for appointment to the Board
BEERMERRALTREZAESNERNES X

il resEsRAR 20085H
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SUMMARY OF WORK PERFORMED

THERE

v Nomination of the retiring directors for re-election by shareholders at 2007 AGM
RABRITEFERE2007 FRRAFAG LESET

v Review and assessment of individual independent non-executive director’s annual confirmation of independence

declared pursuant to Rule 3.13 of the Listing Rules
0 MBI IE T E FIRIRC LR B 58 3 A3 6P FR 3R 2 F AL 1M RERR K

Ve Consideration of the nomination for directorship proposed by a shareholder
EE—BREEBLEESNHESR

ACCOUNTABILITY AND AUDIT i B B A% 2
Adding value to board operations by bringing powerful oversight TERAEFEIE - AEREMHIE FRE# A T E
authority to internal control, reporting and compliance systems REIE - TREREFREEEE

AUDIT COMMITTEE

EREES

Composition

15

4 Independent Non-Executive Directors
BYFHITES
Mr Chan Shu Kin BREIERSL A * (Chairman 2 /)
Dr Chow Ming Kuen, Joseph & £
Mr Kwok Shiu Keung, Ernest 25438 504
Mr Leung Po Wing, Bowen Joseph 284 %4

Mr Chan Shu Kin currently is a certified public accountant with extensive experience in auditing,
accounting and financial management services.
BHIEA R A—EHEETA  EH B RIBEERE BEOLEES -

Role & Function v/
A e B

76 WI:) PYI Corporation Limited

Reviews the Group’s financial information

EHNEBPHEER

Oversees the Group’s reporting system and internal control procedures
EESE AR EMAIEERE T

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

ERRGERRIAEZ ATEMNT M RRARE

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
THHeENMBRRNANEREE - ZE S0 AL E AMERMRAR RIMNE R AEDZE
EMERISHEE

Recommends the selection, appointment, resignation or dismissal of the Company’s
external auditor

BEADRSNEREBEN 2T - B BERRR

2008 Annual Report



SUMMARY OF WORK PERFORMED
THERE

s Reviewed unaudited interim consolidated financial statements and audited annual consolidated financial statements

of the Group with a recommendation to the Board for approval

EHEEARREZNT RSV BRIANECECNRAGS VB BRLEREZTREB

v Reviewed internal control and risk management framework of the Group

FRRE AR M AR EIEER

s Received and reviewed progress report on internal control, risk management and internal audit actions implemented /

planned by the Group

P EB AR - B EE R EBAEESKAEINAGES TIENERKS

v Approved audit fee proposed by the external auditors in connection with the review of the Group’s 2008 interim

results

HOESMNSZ BN B2 B 5 [ 2008 FFrh IR A FTIZ R R BB

s Recommended the re-appointment of Deloitte Touche Tohmatsu as the Company’s external auditor at 2008 AGM
EHN 2008 FIRFBAFAE EEMETIEE) o BARIRT SETRIIT AR BIINEZ AN

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors acknowledge their 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 auditors of the Company concerning their
reporting responsibilities on the consolidated financial statements
of the Group is set out in the Independent Auditor’s Report on
pages 109 and 110 of this annual report.

ESHGSUBBRRNEL
EEHAAEERHIEELGEPBRE - AERE
i EE R E M BERREEREERUME B2
Al

BUZHBMAER G BRI BEREAERRE

TRERR  HINAFRE109 X110 BB ZH
EsREM o
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INTERNAL CONTROL

The Board acknowledges its responsibility to establish, maintain
and review from time to time the effectiveness of the Group’s
system of internal control to ensure that shareholders’ investment
and PYI's assets are safeguarded. Such system of internal
control is developed by making reference to the Internal Control
Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSQO) 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 charged with the responsibility to design and
implement 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
Group’s system of internal control and reports to the Board
regularly. This review covers material controls including financial,
operational and compliance controls, and risk management
systems.

As a sound system of internal control depends on a thorough
and regular evaluation of the nature and extent of the risks

to which the Group is exposed, following the group-level risk
assessment performed by a core team of senior executives in
2006, PYI has rolled out the risk assessment process to all major
business units in 2007.

To accomplish this assessment process, a group-wide risk
assessment guideline has been developed and to be complied
with by all business units. This guideline provides business units
with a step-by-step approach to carry out risk assessment

as well as details of PYI’s risk assessment structure and
methodology.
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With the guidance and assistance from the Group, most
business units have conducted risk assessments to identify their
key risks and to ensure appropriate risk management measures
are in place.

Control self-assessment was also performed at business

units level to assess the effectiveness of the internal control
system. The control self-assessment was conducted through
the use of questionnaires that list out key factors in each of

the five components of COSO Internal Control Integrated
Framework. These five interrelated components are Control
Environment, Risk Assessment, Control Activities, Information &
Communication and Monitoring.

Reviews were conducted by internal audit to evaluate the
effectiveness of the Group’s internal control system covering key
controls, including financial, operational and compliance, and risk
management functions.

Remedial action plans were made by management for gaps and
weaknesses identified during these assessments and the Audit
Committee conducted periodic reviews, assisted by internal
audit, to ensure these remedial actions were implemented as
planned and reported the results to the Board.
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STEPS OF ENHANCING THE GROUP’S SYSTEM OF INTERNAL CONTROL TAKEN IN 2007
2007 F iR E A ME B R RIS R

v In-house internal audit unit has been set up to assist the Audit Committee to oversee the effectiveness and
efficiency of PYI system of internal control and risk management process
R T RBEAREEM - UBBEEZZEEEEREANNEZERR AR E NG

Ve Using risk assessment methodology, internal audit derives its 3-year strategic plan which is reviewed by the
Audit Committee and reassessed during the year to ensure that adequate resources are deployed and the
plan’s objectives are met
ARBR AL SRR - il EH3FANTET RIS AEREZESEMREFAENN G - EEEFRHANER
KeeHERGTEIM B 1R

Ve Internal audit manual setting out the required policies and procedures of internal audit function has been set up
and implemented
WEPERT FMERE T NEPERTHIBER RAR 7 I I & b

V4 A draft Code of Conduct which sets out the standards of behavior expected from directors and staff members
have been developed and under finalization
HIETATANIR  JIETESRBIRENRESR  CEFANEET

Ve Reward Strategy that aligns with the Group’s strategy and links individual performance has been developed for
management of the Group and business units
HlE BB IEE R RIS R EBEFIEE A f R BN EABERIEIREE

In respect of the year ended 31 March 2008, the Board was REZE2008FE3A31HINEE  EERTLHIRE
not aware of any significant issues that would have an adverse BEANE R AZPEST RS MR R RS £ o

impact on the effectiveness and adequacy of the internal control
systems.

INITIATIVES FOR IMPROVING THE GROUP’S SYSTEM OF INTERNAL CONTROL
TERERBEERGNER

v Roll out the finalized Code of Conduct to all business units which sets out the standards of behavior expected
from directors and staff members
FIEE ARIEREESRKREZNTRATR  JIETEERBTRANKREBR

v Complete the Group Enterprise Risk Management framework by developing risk management policy, setting up
risk monitoring and reporting process, and establishing risk management structure
TREERRERER - SEHTERRERBR R EREZEMERES  URRILAREIREE

Ve Develop performance measurement system to evaluate internal audit’s performance
HIE N FRERT PR R IR R AT - AR AN ERT TIERRE

Ve Further enhancement of the Group management reporting system to provide strategic, financial and operational
information in a comprehensive and timely manner
FENESEEEEREERGE - UREMREHRERE  BBMEEEA
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EXTERNAL AUDITORS

Deloitte Touche Tohmatsu (“Deloitte”) has been re-appointed

as the Company’s external auditor at 2007 AGM until the
conclusion of the next AGM. The Audit Committee in its meeting
on 17 July 2008 recommended the re-appointment of Deloitte as
the Company’s external auditor at 2008 AGM and the Board has
taken 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.

SN BED
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TRAITAZ @E LEEE 2008 FIRFAFAE L&
MEERYRARFINEZHED  MEERTEE
BREEGZER M-
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- WEHBESEZ B SHENIEERT R -

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

ENHENTFREYNAERFELBRBME

Services Rendered R IR 2008 2007
HK$’000 HK$'000
FHERT FAT
Audit services ZEPRTS 6,838 6,576
Non-audit services AR
Taxation advisory RIS 344 231
Special engagements HEZRE 9,573 1,773
Total 4w 16,755 8,580
COMPLIANCE COMMITTEE
EREEE
Composition 3 Independent Non-Executive Directors
AR BIFHTES
Dr Chow Ming Kuen, Joseph ERREEL (Chairman £ /E)
Mr Kwok Shiu Keung, Ernest $54°3 524
Mr Chan Shu Kin BREIER 44
Role & Function s Oversees the Company’s compliance with the legal and regulatory requirements of its
AR business operations

BB AL AUE A A RHIEIE R RE B RE R

s/ Reviews and approves the Company’s code of conduct and/or business ethics, policies
and prevailing corporate governance practices and standards, and oversees their

implementation and compliance

HEARRNITRTAIR HEERT  BRERRITEEEAERNED  YERTMNER

X ETIER

Summary of work  Review of Corporate Governance Report for the year ended 31 March 2007

performed

THERE

ERHZ2007F3A3THIEFE 2%

EVRTE)

s/ Review of quarterly updated compliance reports submitted by Company Secretary

BHARWEERZNFTEENERENRS
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SHARE REPURCHASE COMMITTEE

ROEBZEES
Composition 1 Independent Non-Executive Directors Executive Director
4R BIUFHTES HiTES
Mr Chan Shu Kin BRI 58 £ (Chairman Z /&) + Mr Lau Ko Yuen, Tom 23R4
Dr Chow Ming Kuen, Joseph ERFEE+
(Alternate to Mr Chan Shu Kin E B85 4)

Role & Function s/ Exercises the general mandate granted by shareholders to the Board to repurchase shares
A HEERE of PYI in accordance with the Listing Rules, PY!I's bye-laws and the applicable laws of

Bermuda

BR(ETHRY) REQFAUARBREFERER  TEREREEZTREBRERHD 2

-]

Summary of work  Refreshment of the Share Repurchase Mandate of not more than HK$10 million to the
performed Managing Director
ITERE BTG TRITZIN TEB TR B EEE

PROMOTING TRANSPARENCY VIA CLOSE LY RIZHEHE

82

COMMUNICATIONS

PYI utilises various communication methods to ensure

that shareholders are kept abreast of the Group’s latest
developments. Press releases are distributed to investors and
media whenever a major event or business undertaking occurs.
Moreover, investor and media visits are organised to promote
greater understanding of projects under development, thus
helping them to recognise the value of such ventures.

For shareholders and stakeholders of the Group, a
comprehensive website is maintained to facilitate two-way
communications. Investors are also made aware of PYI's latest
movements by way of announcements and circulars published
by the Company. Certainly, management has taken every

step possible to keep relevant parties well informed, including
international roadshows, investor meetings, media briefings and
analyst conference calls.
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CORPORATE SOCIAL RESPONSIBILITY (CSR)

Responding to the needs of community

Considering ourselves as a member of the communities that we
operates in, we draw upon this position as a way of steerage.
Hence, PYI strives for sustainable development of our business
while giving more attention to the need of society.

The youth are the pillars of society and it is thus important to
equip them with broader exposure. PYI collaborates with the
educational bureaus in the Mainland, and is committed to
sponsoring the elites from local secondary schools for study
tours to Hong Kong and Macau for 5 consecutive years.
Following the first funded program, the Nantong Study Tour,
taken place since 2007, the Wuhan Study Tour was also held in
early 2008. Such cross-boarder experience widens the student
perspective as well as enhances their understanding of Hong
Kong and international businesses.

The destructive earthquake struck in Sichuan Province in May
2008 has caused disastrous causalities and damages. To help all
the victims to survive as well as to rebuild their homes, schools
and their lives, the Board has taken the lead to donate a quarter
of their directors’ fees while appealing the staff in Hong Kong,
Beijing, Shanghai, Nantong, Chongging, Guangzhou, Hangzhou,
Wuhan, Macau and Kuwait to join the Group’s organized

staff donation campaigns immediately after the disaster. Staff
donation together with a 2:1 matching fund and top-up program
by the Group companies raised an aggregate amount in excess
of HK$6 million. In addition, PY! has also donated HK$230,000
to Fu Hui Charity Foundation to support reconstruction of Bai
Yuan Primary School at Dahe, Sichuan Province. Project scope
included a new classroom building and a recreational playground
for 600 students.

To minimize adverse impact on the surrounding community
around our development sites, PYI has installed a comprehensive
range of environmental protection facilities in place at Yangkou
Port including the sewage collection-discharge and waste
disposal systems, urban ecological and environmental protection
systems etc. Through efforts on these measures for addressing
our neighbor community and ecology needs and concerns, PYI
has maintained good community relations with mutual trust and
understanding.

Moving forward, we will continue to perform our best as a
responsible corporate citizen and take shareholders as our
primary stakeholders without losing sight to contribute to our
communities.
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