MAKING CORPORATE GOVERNANCE A PART OF
PYI CULTURE

PY!1 Corporation Limited (“PYI” or the “Company”, together with
its subsidiaries, the “Group”) has recognised the importance of
transparency and accountability, and believes that shareholders of
PYI can benefit from good corporate governance.

To ensure that corporate governance is part of corporate culture,
PYI has applied the principles and complied with all the applicable
code provisions of the Code on Corporate Governance Practices
(“CG Code”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”), and has adopted
some of the recommended best practices for the year ended

31 March 2011.

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 senior management of PYI. After having made specific
enquiries, all directors and senior management of PY| have
confirmed their compliance with the required standard set out in
the Model Code during this financial year.

During the year, PYI has continued to keep abreast of various
amendments of the Listing Rules. PYI has also responded to the
consultation paper issued by Hong Kong Exchanges and Clearing
Limited on review of the Code on Corporate Governance Practices
and Associated Listing Rules which is yet to be concluded. PYI
also believes that it is effective to enhance corporate governance
through regular trainings within the Group. This year, we have
invited various experts to provide training to our directors and
senior management on various topics including insurance and

risk management. In addition to regular attendance at Board

and Board committees meetings and in order to have a better
understanding of our business operations, directors including all
independent non-executive directors have participated field trips to
Yichang and Wuhan in September 2010 and Nantong, Jiaxing and
Yangkou in April 2011.

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

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

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

PYI 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 of our Board in
the circular for re-election of directors.

Voting on resolutions put forward at PYI's general meeting during
the year has been taken by way of poll and all poll results have
been published and posted on the websites of PYI and of the
Stock Exchange.

During the year 2010/11, PYI held two general meetings. All
resolutions put to shareholders were passed at the two general
meetings.The resolutions and the percentage of votes cast in
favour of the resolutions relating to those items are set out below:

PYI'S GENERAL MEETINGS HELD DURING THE YEAR

EFFERETHRERRKS

R

EREFEREN—HD  REEDRELRERZNER
e REBEREZRTDAMRUEBREEREN - FAERE
BREOARBFEXZRAREE  ERBRRRGLRE -
FETORTDZ—RECHBRA LA RBERAE L
BREZRERR  ARERBARRFIRERIEREZ
e MBERERREEREBAR 2ERREZES -
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RZHE RBRRASLESRB -FIRECEERE
REBZRBE ZEZHL R AIHMOT ¢

Annual General Meeting on 10 September 2010
R2010F9A10E BITHRRBFAE

v/ Approval of the 2010 audited accounts
FB2010F EM L EZ IR B

v Re-election of Mr Lau Ko Yuen, Tom as director
ERISREERES

v Re-election of Mr Kwok Shiu Keung, Ernest as director
BREFBLREERES

v/ Re-election of Mr Leung Po Wing, Bowen Joseph as director

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

per annum for all directors
BBAETERESHEBE T THRBEF40000008THESHEE

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

to fix their remuneration

BEZERD HERT ST ARBEM MR EEESEITANE
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PYI’'S GENERAL MEETINGS HELD DURING THE YEAR (continued)

EXRFEETHRERRAE (@)

Annual General Meeting on 10 September 2010
H2010F9A10A BITHRRBEARE

v/ Grant of general mandate to directors to issue shares
BTEFETRON —RXE

v Grant of general mandate to directors to repurchase shares and warrants

RTEFLERO RBREENH —REE

v/ Extension of the share issue mandate to directors
BARTESERITRMD ZEN

v Refreshment of the 10% limit on grant of options under PYI’s share option scheme

FEAR IR R E BB B AT IR BB 2 10%FR 58

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

option scheme of Paul Y. Engineering Group Limited

HEFEFRBEREZZEEER DR B 2R HBREZ10%R 5

Special General Meeting on 14 March 2011
H2011F3A14R BITHRREFAIAE

v/ Approval of the disposal of 50.1% interest in Jiangsu YangKou Port Development

and Investment Co., Ltd.
& BB IIET 0 81% & F 3 A R A 7150.1%4HE 2=

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 have
been arranged during the meetings to ensure that the shareholders
understand the content of the issues discussed during the conduct
of the meetings.

Since 2005, an “Address by Managing Director” session led by
our Chairman and presented by our Managing Director has been
included in all general meetings in addition to standard meeting
agenda to enhance PYI shareholders’ understanding of PYI’s
businesses and latest business initiatives.

% of Votes Cast For

BEREHHL =X

74.41%

100%

95.45%

95.39%

95.39%

99.44%
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Apart from holding shareholders’ meetings, PYI also makes
endeavour to maintain effective communication with all
shareholders through other channels such as the publication of
annual and interim reports, announcements, circulars as well

as news releases (all in bilingual languages) so as to provide
extensive information on the Group’s activities, financial position,
business strategies and developments to enable them to make
informed decision on matters relating to their investment and the
exercise of their rights as shareholders of PYI. Such information
is also available on PYI| website — www.pyicorp.com. Our website
is an effective mean of communicating with shareholders. Any
shareholders who have questions or comments on what we are
doing are most welcome to contact us at any time through the
website. We will try our best to answer the questions in a short
time.

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

BOARD AND BOARD COMMITTEES

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

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

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

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

of PYI as disclosed in this report at page 45 shows the detailed
relationship between the Board, the Managing Director and the
senior management as well as other stakeholders.
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Below is a summary of specific matters which are reserved for the
Board:

NTREZRFEEBNRHE:

SUMMARY OF SPECIFIC MATTERS RESERVED FOR THE BOARD

EEREEERHNRAE

v Financial reporting and control
B 75 BR #R AN BL

v Equity fund raising
BREHE

v~ Recommendation/declaration of dividend or other distributions

PR B 3k EL A 73 Ik O 2 3 S B IR

v Notifiable and connected transactions under the Listing Rules
CEMRBID T A T A R EER S

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

BEARBHESAAREEAGBNEMERRE

The Board also acknowledges 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 auditor 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 88 and 89 of this annual report.

As at the date of this report and during the financial year
2010/2011, our Board is composed of 7 directors and 1 alternate
director including 5 independent non-executive directors,
representing more than two-third of the Board, which exceeds

the requirement under the Listing Rules. Also, a majority of the
members of the Board committees are independent non-executive
directors.
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BOARD OF DIRECTORS EX£/5
(as at the date of this report AR 2 H)

Independent Non-Executive Directors
BYKBTES

Dr Chow Ming Kuen, Joseph [ BR#E 18+ (Chairman /&)

Executive Director
HITES

Mr Lau Ko Yuen, Tom

Non-Executive Director
FHTES

Dr Chan Kwok Keung, Charles

Mr Kwok Shiu Keung, Ermest 28424 5 4 + 2R IREE BRER ST
Mr Chan Shu Kin P& B2 56 4 (Deputy Chairman & Mr Chan Yiu Lun, Alan P& 12 5t 4
Mr Leung Po Wing, Bowen Joseph 28 44 % 4 Meanaging Director (Alternate to
Mr Li Chang An Z & & 4 BFEFEEE) Dr Chan Kwok Keung, Charles
BB % EL)

In July 2010, Mr Chan Yiu Lun, Alan was appointed as an alternate
director to Dr Chan Kwok Keung, Charles. There was no other
appointment of director during the year. Brief biographical details
of the above directors are set out on pages 36 to 40 of this annual
report and are also available on PYIl website — www.pyicorp.com.

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

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

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 has a
strong independent element to exercise independent judgement
and provide sufficient check and balance for the interests of all
shareholders.

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

Further, each director is required to make disclosure of his
interests or potential conflict of interests, if any, in any proposed
transactions or issues discussed by the directors at the Board
meetings (and abstained from voting on the relevant resolution as
appropriate) and to notify changes in personal particulars to the
Company in a timely manner. During the year, no directors have
interest or potential interest in any proposed transactions or issues
except their own remuneration on which they had abstained from
voting.

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 annual general
meeting; 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.

In the forthcoming annual general meeting, Dr Chow Ming Kuen,
Joseph, Mr Chan Shu Kin and Mr Li Chang An will retire by
rotation. Except Dr Chow Ming Kuen, Joseph who did not offer
himself for re-election, the remaining retiring directors, being
eligible, seek re-election. The respective biographies of the retiring
directors offer for re-election are set out in the Letter of our Board
in the circular for re-election of directors.
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SUCCESSFUL RE-ELECTION AT 2010 ANNUAL GENERAL MEETING
JERIFZE2010F RFBF ARG LEERE

Retired by rotation Mr Lau Ko Yuen, Tom, Mr Kwok Shiu Keung, Ernest and Mr Leung Po Wing,
WEERME Bowen Joseph
ZEREE -BLEEERPEREE

v/ aterm of approximately three years until the conclusion of the annual general
meeting to be held in 2013
FEA=5F  EE2013FRRBAFRGLERALLE

In addressing the interest of PYI shareholders, PYI has emphasised REBBRERREOMNGZ  RE-—HRIEAREBR

transparency and accountability. Fittingly, the Group’s goal has M AEETHEEHEERE  HEHEFRZEBROAL
been conducting businesses that are overseen by those with broad EEELEREFHNER TR TEBEEINER R
experience while maintaining objectivity and independent views. KERATEBULEOERE REFFHAHOBE D A
Endeavouring to clearly delineate positions of responsibility, the M ENRALTEE - (REEXERBIHEOBE MM T

Chairman and Managing Director of PYI are held by two separate
individuals. Set out below are the respective responsibilities of the
Chairman and the Managing Director of PYI.

CHAIRMAN MANAGING DIRECTOR
FE B
Dr Chow Ming Kuen, Joseph F R+ Mr Lau Ko Yuen, Tom 25 R &%
Responsibilities v/ Provides leadership for the Board v/ Leads the management
BE HESHERIGIER HEEEE
v/ Responsible for overseeing the v Formulates operational strategies
functioning of the Board and policies, as well as manages the
BRERE=RTEBENEE Group’s day-to-day operations
HELERMERRAREEREE
B B P&

As a commitment to good corporate governance, the Chairman of ER—EHRIFPEERNAR REFFEET N

PY! has, in particular, performed the following tasks: F) T -
v/ ensured that the Board works effectively and discharges its /O WREZREBARBCHLENE G BEITEBRE  WER
responsibilities, and that all key and appropriate issues are MM BEZERBEFEETIR S &

discussed by the Board in a timely manner; and . o .
v ORFHTER(ERBUFNTER)BTEH A

v/ hold meetings with the non-executive directors (including BEBITERIF -
independent non-executive directors) without the presence of
executive director.
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In order to ensure that the Board plays an effective role in steering
the Group to do businesses in the interest of shareholders,

a schedule of Board and Board committees meetings to be
conducted within the next financial year are issued well in advance
to all members, thus well-facilitating more participation by the
directors in every meetings. Within the year, 8 Board meetings
were held of which one was convened to consider and approve

a very substantial disposal transaction in January 2011. Most
directors recorded 75% or more attendance in regular Board and
Board committees meetings held during the year in which four
directors recorded 100% attendance as indicated in the following
table.

Constantly striving to achieve greater transparency and
accountability to PYI shareholders, PYI has established five

Board committees, namely, the Audit Committee, Remuneration
Committee, Nomination Committee, Compliance Committee, and
Share Repurchase Committee; each having specific roles, authority
and functions as detailed in the respective written terms of
reference which are available on PYI| website — www.pyicorp.com.

REAREFRAMMBEEURRANER/E  RERA
SENAE T RAMBFECEZRREEREZEE
MEeERHERBRERXGEERNE  SEEMEFRY
A2HEMBEE - FRN KBTI TBREZREH A
—RBPR0NMNFIAZE R E-—RIFEFERNHEFE -
BT RAT  RBNEERFARTHNEEREN S
ENEERZECERAE%IIA LHHEE  MAH
PO & 3 5 100%H) & & o

BRERERFEBEESEREMESHEENR  RED
REARE=ERZES  EZZES FTHEET -
REZEC -ZHRZESRRHEBEZES : BEES
REEeREHERFTAE EREBE REeMsAm
B AR B e B 2 B R FE A8 U — www.pyicorp.com ©
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ATTENDANCE RECORD OF MEETINGS

SRHETE
Board committees EZRZE €
Share

Board Audit Remuneration  Nomination Compliance  Repurchase  Shareholders

B3R 17 i RE iy BB EE BR
Number of meetings held during the year
ERETEHAY 8 5 3 1 2 0 2
Independent Non-Executive Directors
BIFHTES
Dr Chow Ming Kuen, Joseph AR & 8/8 5/5 3/3 1 2/2 112
Mr Kwok Shiu Keung, Emest 35/ % 4 6/8 4/5 2/3 1 2/2 2/2
Mr Chan Shu Kin PRI 828 4 8/8 5/5 212 0/0 212
Mr Leung Po Wing, Bowen Joseph 2 & & % & 8/8 4/5 3/3 12
MrLi Chang An ZE &5 6/8 0/2
Executive Director
BITES
Mr Lau Ko Yuen, Tom 2l B & 8/8 3/3 17 000 212
Non-Executive Director
FHITES
Dr Chan Kwok Keung, Charles BB % & £+ 7/8 112

(with Mr Chan Yiu Lun, Alan as alternate

Group Legal Counsel and Company Secretary
SEERAERAANE
Mr Ko Hiu Fung R B2 %5 & 2/2 2/2

Regarding the principles, procedures, and arrangements for
regular meetings, the Board committees have adopted, to a large
extent, the same principles, procedures, and arrangements as that
of a full Board meeting. The minutes for all of the regular Board
and Board committee meetings are recorded in sufficient detail
and are kept by the Company Secretary, and will be subsequently
distributed to each director within a reasonable time period so as
to ensure the prompt execution of decisions made. In the event
where independent professional advice is required, the seeking of
such advice must abide by pre-approved procedures.
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The following tables show the composition of Board committees, IR BERR2010/1TTBRFEEEREZ S GHIHAER
their respective roles and functions and a summary and/or report HAacmBe  ETERE /3RS
of the works performed by them during the financial year 2010/11:

REMUNERATION COMMITTEE

yFHEES
Composition Independent Non-Executive Directors Executive Director
AR BIUFHTES HITES
Dr Chow Ming Kuen, Joseph ERR# & £ (Chairman /) + Mr Lau Ko Yuen, Tom 2|5 R % 4
Mr Kwok Shiu Keung, Emest 352855 4
Mr Leung Po Wing, Bowen Joseph 2% 4 % 4
Role & Function v/ Reviews the remuneration policy of the Company
AR e NGB NP6
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
AT EEFEHSRERENTHBEREE UARAHTZEMEHE  RE—EERMA
FHENREN  MEERELEBER
v/ 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
AREMBATEENEREEENARBTMH 2B  EREEMNLBESHE(BIER
RE RS I BB EEMENNERFHES)
v/ Makes recommendations to the Board of the remuneration of non-executive directors
MERREZRIENTEFOH M
Summary of work v/ Recommended the aggregate amount of directors’ fees for shareholders’ approval at 2010
performed annual general meeting
ITHERE EREFHSAHE  HRRE0I0FRREBAF NG L&

v Reviewed and approved the remuneration packages of Managing Director and senior
management in line with market remuneration packages level
TR R B/ B T 35 i B A S /K T B SR B AR B I = AR B B B ) B T

v/ Approved the reward strategy for the implementation of the approved corporate strategy
BUE SRR - ARRAT R OE ) 1 X B
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The director’s fee was determined with reference to factors
including the prevailing market conditions, salary paid by
comparable companies, the duties and responsibilities of
the director, employment conditions elsewhere and the time
committed by the director.

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

PYI1 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/ 1o attract and retain talents, base pay and benefits will be
market competitive;

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

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

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

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

Composition Independent Non-Executive Directors Executive Director
A BUEHTES HITES
Dr Chow Ming Kuen, Joseph BB # 18 1+ (Chairman + /&) + Mr Lau Ko Yuen, Tom 25 R %4
Mr Kwok Shiu Keung, Emest 2§ 438 4t &

Mr Chan Shu Kin R E2 %€ 4 Dr Chan Kwok Keung, Charles FR 1318+
(Alternate to Mr Kwok Shiu Keung, Ernest (Alternate to Mr Lau Ko Yuen, Tom

B %Y EHAEEAL)

Role & Function v Reviews the structure, size and composition (including the skills, knowledge and experience)
A& R of the Board on a regular basis and make recommendations to the Board regarding any
proposed changes
EHRNEZEFROEE  ABRAK (BERE  AHEREHRAIE)  UHEARIEZSNES
R R

v/ ldentifies individuals suitably qualified to become Board members and select, or make
recommendations to the Board on the selection of, individuals nominated for directorships
MEEBEEBRNABEARECES kBN EZR/RAEEEBUALTHEES

v/ Assesses the independence of independent non-executive directors
IR FEMITE S B

v/ Makes recommendations to the Board on relevant matters relating to the appointment or
re-appointment of directors and succession planning for directors, in particular, the Chairman
and Managing Director
MEEREHEESZARENETE URES (LA FEAR) EETEIERANER

Summary of work v Nominated the retiring directors for re-election by shareholders at 2010 annual general

performed meeting
ITHRE REREEZE2010FRRBFRG FBEREMT

v/ Considered and recommended to the Board the appointment of Mr Chan Yiu Lun, Alan as
an alternate director to Dr Chan Kwok Keung, Charles
ZRIWMEZBERELZERBEBLESRERETNEEES

v/ Reviewed and assessed individual independent non-executive director’s annual confirmation
of independence declared pursuant to Rule 3.13 of the Listing Rules
FB RATZB M IEMITE R IRRC LR B FE AT R 2 FE B 7 R K
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In respect of nomination of directors, PY| adopted the following procedure:
MEEFZIREG  RERMNTIRER :

Nomination Committee
makes recommendations
to the Board regarding any
proposed changes
RAEZ B RAEMMBEE
PHNEZRRLER

-/

Nomination Committee Nomination Committee The Board makes formal

indentifies individuals selects or makes invitation to selected
suitably qualified to recommendations to the persons for appointment
become directors Board on the selection of to the Board

P> erzEenehl > > persons nominated for > EEpEEKEAL
BEEERATELE directorships EHRIEEMHER
FMATL REZEgHkERM e

E=RERBEAL
\ / \ HEES / \ /

COMPLIANCE COMMITTEE
EREEE
Composition Independent Non-Executive Director Company Secretary
R BUFHTES ARWE
Dr Chow Ming Kuen, Joseph [& B 18 £ (ChairmanZ /%) Mr Ko Hiu Fung /= B I£ 50 4

Mr Kwok Shiu Keung, Emest 3§ 428 4t &

Mr Chan Shu Kin [ i B2 50 &
Role & Function v Oversees the Company’s compliance with the legal and regulatory requirements of its
£ & B 2 business operations
EEANAEEREEF L ERERE AR ENER
v/ 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
et R ERRBNIT AT R R/ FERT BERRIRITEEERBERNEL - WERTMNE
KB <P IER
Summary of work v/ Review of Corporate Governance Report for the year ended 31 March 2010
performed FEHEE2010F3A31 B IEFE 2 B EEA#HE)
ITHRE
v Review of the compliance reports on the Code of Conduct of PYI
FHRFOTRTNBRERRE
v/ Review of updated compliance reports of the Company and its major PRC subsidiaries

submitted by Company Secretary
EBERAAWEFZEZARNAREFEFZNBATNENERER TS
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SHARE REPURCHASE COMMITTEE

ROEBEES
Composition Independent Non-Executive Director 1 Executive Director
A BYFHTES + HITES
Mr Chan Shu Kin FRI51E2 50 & (ChairmanZ /) Mr Lau Ko Yuen, Tom 25 & % &
Dr Chow Ming Kuen, Joseph B8R 18+
(Alternate to Mr Chan Shu Kin
BRI Ex L)

Role & Function v/ Exercises the general mandate granted by shareholders to the Board to repurchase shares of
At HER PYIin accordance with the Listing Rules, PYI’s bye-laws and the applicable laws of Bermuda

BIECEMAAD - REAFTAAUNARBREBREE  (TERREEEETBLRBERERND 2ESH
Summary of work v~ During the year, no meeting was held by the Share Repurchase Committee.
performed RER B EEEESTEAHEE -
IERE
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AUDIT COMMITTEE
EREET

Composition
A E

4 Independent Non Executive Directors

Mr Chan Shu Kln %? Ti%i* (ChairmanZ: /&)
Dr Chow Ming Kuen, Joseph EIBA# 18+
Mr Kwok Shiu Keung, Emest 38 42 %t &
Mr Leung Po Wing, Bowen Joseph 2% 48 % 4

Mr Chan Shu Kin currently is a certified public accountant with extensive experience in auditing, accounting and
financial management services.
BT ER S R B — B E B AN - IE1RE - B R BERIRE T H 8L 5455

Role & Function
£ & B 5 R

Appoints external auditor
RSN BUAD

Reviews the Group’s financial information
EHANEBI B ER

Oversees the Group’s financial reporting system and internal control procedures
BE B NG B B 7S R R I AN N B BE A AR

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

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

E A A%Bﬁﬁﬂ%Eﬁx&%ﬂﬁWBEﬁ FH ZESAWENMERMRARD R INE R A ZZE
B B 15 B B2

Report on work
performed
THEH®E

Reviewed unaudited interim consolidated financial statements and audited annual
consolidated financial statements of the Group with a recommendation to the Board for
approval

EHAEERLEEZNTHGEUBRRNEEZNRBEEMBRE  TEZEFRA

Reviewed internal control and risk management framework of the Group
B B2 5 ] A B e o) % L B HEAE 2R

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

Approved audit fee proposal of external auditor in connection with the audit of the Group’s
2010 final results
BOEINEZ B S B RN R B2010F REA B TR IR E B

Approved review fee proposal of external auditor in connection with the review of the Group’s
2011 interim results
BUESNERZBED BB B AR B0 F R B EEMEZNENE

Approved the engagement of non-audit services relating to the very substantial disposal that
over HK$500,000
EMIEFEERNEERERZBRG  MAERGERREE A T8T

Recommended the re-appointment of Deloitte Touche Tohmatsu as the Group’s external
auditor at 2010 AGM
EHER2010FMRERFARE LEREZEEE o« BEM T 2T AAREREINEZEED

Met with external auditor in the absence of executives of the Group
EREAEEEBEABESNERLT @ & RINEZERD
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INTERNAL CONTROL

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

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

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

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

The Audit Committee performs review of the effectiveness

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

EERNREHAEENNEEZRORE HER
BAERBENEE  ARBRERRHRE RIRE
EEMNZE - LA ERE RH R 2 E X ECommittee of
Sponsoring Organizations of the Treadway Commission
(COSO)M1992F R thll 2 N EBER1F iR & IE R R BB G FHED
NEHNF e R E R EIRIESIAHER -

EREAERFTERTASENOAMERE RS - UER
THEBBIE

Vo OBMARAREREE
v AERENYIER
/o ETERERERA

HRREEEEMIPEREBREEEEH B FNRKR -
Bt - RS ERRER—EAREMIFBHARE -

ERZEBESEHHAEBANNEERSGZERIEELR
NYMEFRER - MR BEESNEZETH - 81
GEE  BIFEE  SREE  UREREERL -
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To cope with the risks associated with the achievement of its
business objectives in a continually changing environment, the
Group has recognized the importance of risk management and has
performed risk assessment to evaluate the nature and extent of the
risks to which it is exposed. During the risk assessment process,
the Group was able to identify the key risks facing the Group. The
risks are prioritized according to the likelihood of their occurrence
and the significance of their impact on the businesses of the Group
and risk management measures are in place to manage the risks
to an acceptance level.

To support management in responding to risks arising from the
complex and changing business environment, regular trainings are
provided to our management to strengthen their awareness of risk
and capability to manage risks. The trainings provided this year
mainly included topics such as updates on latest development on
the rules and regulations in Mainland China, financial derivatives
and fault risks identification and management and how to mitigate
risks through insurance.

In addition, one of the subsidiaries in Hangzhou, being PYI's
Mainland regional support centre, has obtained ISO9001 — Quality
Management Systems certification during the year. This regional
support centre aims to provide high quality and standard company
management services to PYI's other business units in Mainland in
areas of financial management, internal audit, legal and compliance
etc.
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Management at business units level is required to perform control
self assessments annually 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 & Communication and
Monitoring.

The control self assessment has not only facilitated the
identification of control deficiencies, it has also enhanced
management’s awareness of risk and control. In addition to the
control self assessment, management has also conducted an
annual review of the Company’s policies and procedures to ensure
that they are still effective and adequate.

During the year, PYI has recruited external consultant to review
its overall internal control system, by benchmarking with COSO
Internal Control Framework, in order to identify areas for further
improvement. The review helps PYI consciously enhance the
effectiveness of its internal control system.

Besides, the Internal Audit Department has carried out
independent audits to evaluate the effectiveness of the Group’s
system of internal control according to the approved three-year
internal audit plan for the Group. This audit plan covered the
financial years from 2008/09 till 2010/11 and it was determined
using a risk-based approach and is re-assessed annually to ensure
adequate audit resources are deployed and the objectives of the
plan are met.

Finally, management has formulated remedial action plan for gaps
and weaknesses identified during the control self assessments
and internal audit. The Internal Audit Department has conducted
follow-up review periodically to ensure remedial actions are
implemented on a timely basis and has reported the results of the
review to the Audit Committee.

For the year ended 31 March 2011, the Board was not aware of
any significant issues that would have an adverse impact on the
effectiveness and adequacy of the internal control system of the
Group.
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The Board has, through the Audit Committee, reviewed the
adequacy of resources, qualifications and experience of staff of

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

INTERNAL AUDIT

The internal audit department of PYI has been set up in November
2007 which is headed by the Group Internal Audit Senior Manager
and reports directly to the Audit Committee of PYI. It plays an
important role in the internal governance of PYI Group. With the
assistance from external internal audit consultant, the internal audit
department is primarily responsible for conducting review and
audit on the effectiveness of the Group’s system of internal control
periodically.

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

PYI internal audit department uses risk-based approach to develop
its three-year internal audit strategic plan which guides and

directs the internal audit assignments over the periods. The plan

is re-assessed annually to ensure adequate audit resources are
deployed and the objectives of the plan are met. This three-year
strategic plan and its annually re-assessment are both approved
by the Audit Committee. In the year 2011, the PYI internal audit
department has completed its first three-year internal audit strategic
plan. A new internal audit strategic plan has been formulated for
the coming three years so as to keep the continuity of the internal
audit functions in internal governance of the Group.

During the year 2010/2011, the internal audit department

has conducted audits and reviews according to the internal
audit strategic 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. During the year,
PYI (Hangzhou) has obtained ISO9001:2008 certification. In the
certification process, the internal audit department performed
an ad hoc internal audit review to PYI (Hangzhou) to ensure its
compliance to the certification requirements.
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EXTERNAL AUDITOR

Deloitte Touche Tohmatsu (“Deloitte”) has been re-appointed as
the Company’s external auditor at 2010 annual general meeting
until the conclusion of the next annual general meeting. The Audit
Committee in its meeting on 20 June 2011 recommended the
re-appointment of Deloitte as the Company’s external auditor at
2011 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.

SN R BR T

e BEBR &5 T ((EH)) B R2010F B RAF
ARG LRENEERARAINELEE - H3 T —ER
REFRBERAL - FRZBEN2011F6A0A2E
HERBREONFRREFAR LENZARIARED
FSNEREET - MEERTARRERELER K-

RTRBEBIE RHIZABRAKRESEHBHR
RIEHZBRS ARTERFTEBIUERTE ML X
BABRRZ BSHENIFFREBRT -

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

ENFRENTFREHNZBRIFZBREMHS

2011 2010

HK$°000 HK$’'000

Services Rendered 12 00 BR 35 FERT FHET

Audit services ZE RS 7,554 7,202
Non-audit services FERZ B AR 75

Taxation advisory % 315 285

Special engagements FEZRE 4,120 4,432

Total wE 11,989 11,919
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CORPORATE SOCIAL RESPONSIBILITY

In 2010, the Group continued to discharge its corporate social
responsibility in many areas, both internally and towards the
community.

Our most notable contribution in the year is the participation of
our employees in two fund raising campaigns in Hong Kong — the
Artistes 414 Fund Raising Campaign for the victims of the massive
earthquake in Qinghai and the Artistes 311 Love Beyond Borders
for the victims of the massive earthquake and tsunami along the
east coast of Japan. We witnessed the destruction caused by
both disasters and our hearts are with those who suffered the loss
of their homes and their families. To contribute to the rebuilding of
their lives, PYI encouraged and supported our management and
staff’s efforts to participate and to contribute their professional
skills to the success of these campaigns. Their efforts, combined
with those of the Hong Kong citizens, raised the much-needed
funds for the victims. We sincerely support the culture of
volunteering amongst our staff and will continue to support their
efforts in the years to come.

In the beginning of 2011, PYl is honored to have provided Nantong
and Wuhan students the opportunity to widen their horizons here.
PYI sponsored two study tours to Hong Kong for 60 outstanding
secondary school students from Nantong for the fifth year and
Wuhan for the third year. These tours were aimed at educating the
students on the educational and commercial operations in Hong
Kong with the continual belief in growing the potential of the next
generation. PY| organized trips to universities in Hong Kong and
the Hong Kong Stock Exchange. After the tours, an impressive
percentage of the students, who are among the top students in
their home towns, chose to pursue their tertiary education in Hong
Kong.
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At PYI, our businesses are intricately connected to the
environment. With a sense of social responsibility towards the
environment, we supported the global “Earth Hour” campaigned
by World Wide Fund (“WWF”) by turning off the non-essential lights
in our office for an hour at 8:30 p.m. on 26 March 2011. We also
encouraged our staff to support “Earth Hour” through our internal
communications. In appreciation of our efforts, PYl is pleased to
have received thanks from the WWF.

While PYI remains committed to the good of the society, both
locally and regionally, we are also focused on caring for our staff’s
well being. We encourage our staff to maintain a healthy work-life
balance and continue to support their efforts towards voluntary
work. In addition, PY! is proud to be accredited, for the third year
running, with the Caring Company Award by The Hong Kong
Council of Social Service.

As we progress into the new fiscal 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.

By Order of the Board

Ko Hiu Fung
Company Secretary

Hong Kong, 24 June 2011
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