Corporate Governance Report
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CORPORATE GOVERNANCE PRACTICES

PY| 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 2017
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”) for the year ended 31
March 2017.

Throughout the year ended 31 March 2018, 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 (“CEO”) 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 Manaqging Director (equivalent
to CEO) 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 not less 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 50
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 2018.

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 TEERLEE
The structure below shows the key parties involved in our UTRERRIAEE L EEARAFTRLEABERRA
corporate governance practices and policies within the Group: SNy ETEAE

SHAREHOLDERS OF PYI

RERR

Approval of key .
corporate actions Reporting Reporting

BoEEB0ETH BE # & 4%

Appointment

OTHER BOARD OF DIRECTORS =
STAKEHOLDERS E=ER
OF PYI
REHMISHE
s I};\{ésgws Appointment  Reporting Appointment Reporting and/or
ZE M ¥ ZfE recommendation
UL 98 R/ IR B R
b
¢ Regulators
REH MANAGING DIRECT BOARD COMMITTEES
e Customers s y Review EESEEe EXTERNAL
BE = Ll AUDITOR
e Suppliers e Corporate Governance and
e Compliance ¥ &R KR LR IR
Reporting * Nomination B’E BB
[ 4R e Remuneration ¥8
e Share Repurchase &5 El i

E Supervision Reporting E )
: EE [ & ! * Audit F#

v

Reporting Confjuc}ing*audit
EITEE

Communication
¥} B 4R

~ INTERNAL AUDITOR
SENIOR MANAGEMENT W EBE SRR

BREEE

Conducting
internal audit

Supervision Reporting

s 4 # TR E

|

OPERATIONS OF THE GROUP

rEEEE

Internal Parties The Group External Parties
AREERS REH EENELS

mt) REEBEER AR 2018 Fif



Corporate Governance Report
BEaHE

SHAREHOLDERS

Communication with Shareholders

As part of corporate governance, PYI 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 the
shareholders understand the content of the issues discussed
during the conduct of the meetings.
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During the year ended 31 March 2018, PYI held two general
meetings. Voting on resolutions put forward at the general
meetings has been taken by way of poll and the poll results
have been published and posted on the websites of PYl and
Hong Kong Exchanges and Clearing Limited (“HKEx"). All
resolutions put to shareholders were passed at the said general
meetings. The resolutions and the percentage of votes cast in

favour of the resolutions are set out below:
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PYI'S GENERAL MEETINGS HELD DURING THE YEAR ENDED 31 MARCH 2018
REBZ2018F3A3MALFERTHRERRAE

Special General Meeting on 25 August 2017
R201758R25 R BITHRREH KE

v’ Approval of the agreement in respect of disposal of 45% equity interest in Nantong
Port Group Limited
HEEHALERmBEOSRERRRFLS%KREZ HE

Annual General Meeting on 1 September 2017
R2017F9R1RBTHRREFAE

vy~ Approval of the 2017 audited accounts
BB2017TFRENKEZERB

¥ Re-election of Mr Sue Ka Lok as director
EEHRREEERES

¥ Re-election of Ms Wu Yan Yee as director
BRI L LT RES

v’ Re-election of Ms Wong Lai Kin, Elsa as director
BEREERULTRES

¥ Re-election of Mr Mok Yat Fan, Edmond as director
ERE—NEERES

v Approval of directors’ fees in aggregate amount of not exceeding HK$4,000,000 per
annum for all directors
BBETEREFTEETEBEF4000,000ETHEEES

vy’ Re-appointment of Deloitte Touche Tohmatsu as auditor and authorisation to the
Board to fix their remuneration

BEZERY - BEROTSMTAREMEREEZRETEME

vy’ Grant of general and unconditional mandate to directors to issue shares
BTEFBTROBN —RREGERE

v’ Grant of general and unconditional mandate to directors to repurchase shares
BTEFOERG N — R REGRERE

¥ Extension of the share issue mandate to directors
BARTESEITRHDZEN

v’ Approval of the refreshment of the 10% limit on grant of options under the share
option scheme
BOAEE IR BB AR SR LB 10% 2 REE
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Apart from holding shareholders’ meetings, PYI also endeavours
to maintain effective communication with all shareholders
through other channels such as 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 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 69 to 72 of this annual report, we have designated a
section called “PYl and Shareholders” which serves to provide
shareholders with more information such as the shareholding of
PYI 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.
PYI's shareholders holding not less than one-tenth of the paid
up capital of PYI carrying the right of voting at general meetings
have the right to require a special general meeting to be
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 43 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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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 93 to 101 of this annual report.

Board Composition

As at the date of the Directors’ Report, there are 6 directors in
our Board consisting of 3 executive directors and 3 independent
non-executive directors. Independent non-executive directors
represented not less than half of the Board members, thus
exhibiting a strong independent element which enhanced
independent judgement. Mr Chan Shu Kin, an independent
non-executive director of the Company, has the appropriate
professional qualifications, or accounting or related financial
management expertise as required under the Listing Rules.

BOARD OF DIRECTORS
EER

(as at the date of the Directors’ Report RZA~E = 5 R4 E H H)

3 Independent Non-Executive Directors
BYFHTES

Mr Chan Shu Kin i E2 5 4
Ms Wong Lai Kin, Elsa &4+
Mr Leung Chung Ki Z2FAZE S 4
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There is no relationship (including financial, business, family or
other material/relevant relationship) among members of the
Board and senior management.

There was no change of directors and Board committee
members during the year ended 31 March 2018 except that (i)
Mr Chan Yiu Lun, Alan resigned as a non-executive director of
the Company with effect from 25 April 2017; (i) Mr Sue Ka Lok
was appointed as an executive director of the Company with
effect from 25 April 2017 and was appointed as a member of
the Nomination Committee of the Company with effect from
15 May 2017; (iii) Ms Wu Yan Yee was appointed as an
executive director of the Company with effect from 15 May
2017; and (iv) Ms Wong Lai Kin, Elsa was appointed as a
member of the Nomination Committee of the Company with
effect from 15 May 2017. Brief biographical details of each
director (including his/her age, gender, term of office,
professional qualification and experience) are set out on pages
34 to 37 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 PYIl and its
associated corporations are disclosed in the Directors’ Report on
pages 83 and 84 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 is issued
well in advance to all members, thus well-facilitating more
participation by the directors in every meeting. Within the year,
11 Board meetings were held and the overall attendance of
Board meetings attained 95% while 100% attendance was
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.

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.
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In the 2017 AGM, Mr Sue Ka Lok, Ms Wu Yan Yee, 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-law 86(2) of the Company’s bye-laws,
Mr Leung Chung Ki will retire from office at the forthcoming
annual general meeting.

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
from office 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.

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.
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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 Macau in October 2017.

All directors and senior management are required to provide PYI
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 2018.

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

E=s

Independent Non-Executive Directors
BYFHTE

RAFE RMANESREEEEEZIRE
B EXxB o BB ERERBE  UREE
MELANBERESI KRB 2EH  WHFEH
EERBERR WA W NEREZEZH
ez PO mMNEIPLEEALRE
EEEELNRTHAREII - KRERLEES
BRREEFERZEGEHIIN EFBREBIIFH
TEEER2017F10 AR E HE L o

FMEBEEERaREEENESFRRERHEM
MrEIEsE MZELEHRAWEFE
NEGEEAREMZEGTHEN -ZE8]
ER2018F6 A EHMEZTRAREEENAE
E R ek -

RELE REEERAFECEITLAES
ETRARESFAC BERETZHI - AT
B(RETRDZ TRANRX EA6S5RZHE -

Type of Training
3% 31 28 5
Attending internal

Reading and external seminars
materials

or conferences
i FE A 30 R 3D

B MERER

Mr Chan Shu Kin g1t E2 52 4 Y Y
Ms Wong Lai Kin, Elsa B4+ 4 v
Mr Mok Yat Fan, Edmond & —if %4 v v
Executive Directors

HITES

Mr Lau Tom Ko Yuen 2 R %4 v v
Mr Sue Ka Lok %z 445 4 Y Y
Ms Wu Yan Yee AR & &+ v 4

mt) REEBEER AR 2018 Fif
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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.

EERZEESE

AXHRERREBREFSFAERRERME
H EEZREXNCVABEERZES  B1:
ExZER FTWZEE REZE
XEARERZEENRHDEZEE
iﬁ%%%%%@%@%%%?%ﬁuﬁ%
TAG HREBE WE EHBRELN
(www.pyicorp.com) FTEEERZEEMNKRE
BREABIIENITES -

N

Fr>

HJ]IJ mE}

EEZRNMIEERRBENRBRT  RERE
ERVZESG(BRBUEEREZES)EHE

E o]
MEEERZECCRKMABLEEZRMER
BRE - REFMTE WERHRTEEERAE

TERE -EFERZESRSTEHREZREL
BE RIEERZEBGREARREERHIA
BR M A BE 1E i BE 3R

ATTENDANCE RECORD OF MEETINGS HELD DURING THE YEAR ENDED 31 MARCH 2018
RBE2018F3AMNALFERTZERZHELR

BOARD COMMITTEES
EERZRE

Board Audit

EER B o

Remuneration

Corporate
Governance
and Share
Compliance Repurchase
EER
’BA ER

Nomination Shareholders

1R 13 2 8 83

Number of meetings held during the year
RERNBTEERY 11 3 3

Independent Non-Executive Directors
BYFHITES
Mr Chan Shu Kin BRI E2 % & 1M 33 33
Ms Wong Lai Kin, Elsa* B8zt 1M 33 —
Mr Mok Yat Fan, Edmond & —1i %4

(resigned with effect from 1 June 2018

E2018%6 1 HALEHE) 10/11 33 3/3

Non-Executive Director
FHITES
Mr Chan Yiu Lun, Alan BRI A4
(resigned with effect from 25 April 2017
201744325 HAEEHT) 0/0 — —

Executive Directors
HITES
Mr Lau Tom Ko Yuen 25 R %4 10/11 3/3 33
Mr Sue Ka Lok #fZR 445 A4 #

(appointed W/th effect from 25 April 2017

E201744/25 HALHEZE) 10/11 - —
Ms Wu Yan Yee #R#& 2+

(appointed with effect from 15 May 2017

2017454 15 HAEHEZE) 8/8 — —

Company Secretary
DRAWE
Mr Shing On Wai B¢ Z B 704
(resigned with effect from 16 April 2018
E2018%4 /3 16 HAEEHT) 11/M 3/3 3/3

2/2 212 0/0 2/2
”n 2/2 — 2/2

2/2 2/2 — 2/2

2/2 2/2 0/0 2/2

”n — — 12

212 2/2 — 2/2

L Mr Sue Ka Lok and Ms Wong Lai Kin, Elsa were appointed as members of the Nomination Committee with effect from 15 May 2017.

B201755A 158 HREXERABRUTIRZERREZREEKE -
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TEERBRE
The following tables show the composition of the Board AR RBERREE2018F3 A31H 1L F[E H
committees, their respective roles and functions and a summary HEERZEemdK EACEBE AT
and/or report of the works performed by them during the year ERME N s iR

ended 31 March 2018:

REMUNERATION COMMITTEE
FMzRS

Composition
#8 B

Independent Non-Executive Directors + 1 Executive Director
BYFHTES HITES
Mr Chan Shu Kin [ ER 5= 4 (Chairman /%) Mr Lau Tom Ko Yuen 215 R4

Mr Mok Yat Fan, Edmond & —R 5 4

Role & Function* ¢y’
A & B e+

v

Reviews the remuneration policy of the Company

i 5 AN 2 B B BN

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

R EEFHESRERBRNFMERLEE URRHNELZEFFMERRL—EERM
BEFERENRERF RMEFRIELES

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

AEKMEEREZEAINRTESTRAAETEBRNRETNES  2EEYHE - BIK
SRANREESE(BEAR FEE’EW”JJ:EHM%%%E%J*HH’]Eﬂ%ﬁ i)

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

M EE BEZIFHTTE SN

Summary of e
work performed

Recommended the aggregate amount of directors’ fees for shareholders’ approval at 2017 AGM

BREEERACHETE HRRE2017TFRRBFRG L4 E

THERHE ¥ Reviewed the share incentive schemes

T AT AR 10 B B 5T &l

v~ Considered and approved the key performance indicators of Managing Director and Senior
Management for the years ended 31 March 2017 and 2018
ERRBAEREBZE2017F R2018F3A3NHEFEEARAE LS REEENETEZEAN
BT

¥~ Considered and approved the grant of additional incentive bonus
Z R RIER B FEINRE A

¥ Reviewed and recommended to the Board for approval the increase in the directors’ fees
EMRAEEREAATES NG

¥~ Reviewed and recommended to the Board for approval the remuneration package of newly
appointed executive directors
ERRAEEREZTEZENRTESTNETMNE

¥ Reviewed the remuneration packages of Managing Director and Senior Management for the year
ended 31 March 2018
RFBEESREEERBEE201843A31 R L& F RO WA

¥~ Approved the granting of discretionary year-end bonus for 2016 to Managing Director
B M ARE X I 2016 F E R BV 1B G R TEAL

¥y Approved salary increment of and grant of discretionary bonus to an executive director
HAEFA-—RRTESHF S LMEREBBEL

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

* BRAE—HFE  FRE LSRR ES I (www.pyicorp.com) Z HT & B S B EEHE -

nnt) REEBEER AR 2018 Fif
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Performance-based Remuneration Policy

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

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

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

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

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

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

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

PYI effectively deploys an appropriate mix of its existing
equity-based reward vehicles, including the share option scheme

and share financing plan as well as cash bonus.

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

P{IP) PYI Corporation Limited 2018 Annual Report
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NOMINATION COMMITTEE
REZEE

Composition Independent Non-Executive Directors + 2 Executive Directors

AR BYFHTES HITES
Mr Chan Shu Kin BRIEIER %2 & (Chairman £ /) Mr Lau Tom Ko Yuen &I R 54
Mr Mok Yat Fan, Edmond & —1f,5c 4 Mr Sue Ka Lok &RZR 4445 4

Ms Wong Lai Kin, Elsa =& L+

Role & Function* y Reviews the structure, size and diversity (including without limitation, gender, age, cultural and

At B 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
ZEOEERIESRNER ABRZTH(BEETRNMER  F& XELRBEAE
BBk BERTEREZ&R Hit FHRBRBEDH)  URERABREESHRES
ISEirge 4=

v’ Identifies individuals suitably qualified to become Board members and selects, or makes
recommendations to the Board on the selection of, individuals nominated for dlrectorsh|ps

g%ﬂﬁé\éﬁ%ﬁ’ﬂé ERETEZRKE  IBLANEZRREEZFABALLAE

¥y~ Assesses the independence of independent non-executive directors
MBI IEMITERHB LT

¥ 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
HREZZEUENZE UKEF(LEETREAAR ETAERNESRRELESR

vy~ Develops, reviews and recommends to the Board for adoption of measurable objectives for
achieving and improving diversity on the Board

REFMRAEEERKEBZLL  BlF] RILERINGERRTEZRERLEMR

vy’ Monitors the implementation of the Board Diversity Policy (a summary of which is set out on page
50)
EREERNESTICBR (EBEHIINFES0E) HTIENR

ik

Summary of y’ Nominated the retiring directors for re-election by shareholders at 2017 AGM
work performed  REREEFE2017FRFBFRG FREET
THERE

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

BEHUNAZBLFRTESRBCLETRADEI BEME R FEB LM ER X

vy’ Reviewed the structure, size and composition of the Board

BREEERORS  ABRARK

v’ Reviewed the Board Diversity Policy
BN EERKEZ TR

v* Recommended to the Board for appointment of Mr Sue Ka Lok and Ms Wu Yan Yee as executive
directors

HREERZEFZEAENBMBELLIRITES

v* Recommended to the Board for appointment of Mr Sue Ka Lok and Ms Wong Lai Kin, Elsa as
members of the Nomination Committee

HBREERZIARXEALNERERALIRIRRZEGNKE

* Please refer to the terms of reference of the Nomination Committee on PYI's website (www.pyicorp.com) for further details.
* BHE— SIS - R E L H RN REBE (www.pyicorp.com) Z IR A E B G BIEHE -
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EEERRE

NOMINATION PROCEDURES, PROCESS AND

CRITERIA

Nomination Committee
makes recommendations
to the Board on any
proposed changes

Nomination Committee
identifies individuals
suitably qualified to
become directors

REEF BREUAKRER

Nomination Committee
selects or makes
recommendations to the
Board on the selection of

The Board makes formal
invitation to selected
persons for appointment
to the Board

persons nominated for
directorships

B Z B g EmH b
EEBHREZHIED & EERA
et =%

EERMBEKEAL
BHEFEEEMNER
ﬂﬂﬁl—l

& BEZEekERN
HfE EERRLEE ke
ERALTREES

CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE
EREEE

Composition Independent Non-Executive Directors +
H B BYERITES

Mr Chan Shu Kin BRISER S A4 (Chairman /%)

Ms Wong Lai Kin, Elsa & BE 42+

Mr Mok Yat Fan, Edmond & —f 5 4

TEER

Company Secretary
NEMWE
Mr Shing On Wai ik 228k 55 4

Role & Function* y* Develops and reviews the Company’s policies and practices on corporate governance and makes

AGERE recommendations to the Board

HERBRIARAFTNCEEABERRTH YMESRRELER

¥y~ Reviews and monitors the training and continuous professional development of directors and
Senior Management
RN REREFHSATEENSIRFESERRE

¥y’ 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
BARERARAAEETZEZREERATITENBRRER TEHAQRANERERTE
# LA ARRINAERBER  FREKER

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

vy’ 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
BT RAEBRACEE RN EREZEGRBNEMNERERIEEERER

y" Reviews the Company’s compliance with the CG Code as contained in the Listing Rules and
disclosure in the Corporate Governance Report
WA ARAEFCETRAIDAZKBEFADNERREBREE A RE) N H) B &

vy’ 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
BAAABEETRAIDAZCGRE HERELREEIDNBEARECGRE g kEn
HE) AR B R

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

further details.

3 BRE 15 BRE L H N FRER L (www.pyicorpcomZ DEERRERETESHESRE -
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CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE (Continued)
CREARERESS (H)

Summary of vy~ Reviewed the Corporate Governance Report for the year ended 31 March 2017

work performed =g 5201743 931 B IEEE 2 (B EEARE)
IHERE
y* Reviewed updated compliance reports of the Company and its major PRC subsidiaries

EHARAREPEIZNBARNENER BN RS

vy~ Reviewed the report on recommendation of disclosure in the Directors’ Report (Business Review)
EREAHREREESRREE EBER) AMEREZ&RE

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

EHNSEFRUZEST2EBIIZ2ERRRE  REBT(RETAD

¥~ Reviewed the policy on disclosure and public relations

HEt B N A KB RR

¥~ Reviewed the Environmental, Social and Governance Report for the year ended 31 March 2017
EHEZE2017F3A3NBLEFECCRE L2 RERHRSE)

¥~ Reviewed the Shareholders Communication Policy

T 5 B SR AR B

SHARE REPURCHASE COMMITTEE
BROEBEES

Composition Independent Non-Executive Director + 1 Executive Director
A B BYFHITES BTES
Mr Chan Shu Kin [Ri5E % 4 (Chairman % /&) Mr Lau Tom Ko Yuen 2|5 /R 44

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

AR in accordance with the Listing Rules, PYI's bye-laws and the applicable laws of Bermuda
BREBECETRED READMAUANRBREERZE TERIRRTEZREBRERN
7

Summary of vy’ During the year, no Share Repurchase Committee meeting was held.

work performed REAN TEARAKRNEOBZESEE -

THERE

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

* BRI — S 508 5 LB R 2 Ak (www.pyicorp.com) 2 i {7 Bl i & B & B 40 ] -
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EEERRE

AUDIT COMMITTEE
BREES

Composition
A E

Independent Non-Executive Directors
BYFHITES

Mr Chan Shu Kin* pgfsE2 5t 4* (Chairman /&)
Ms Wong Lai Kin, Elsa EZEBER 7+

Mr Mok Yat Fan, Edmond & —if 54

#

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

REBREERR - ZREGTN ERE SRV BEERE I AARALELR -

Role & Function* y
A @ B A+

Makes recommendations to the Board on appointment of external auditor

RN EZBMAESTRELES

Reviews the Group's financial information

EHAEEYHEER

Oversees the Group's financial reporting system, risk management and internal control systems

EEASEMBERNE RREERAPEZERLS

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

Reviews financial reporting and internal control matters and to this end has unrestricted access to
both the Company’s external and internal auditors

=B Eﬁ%[#&ﬂ WEEEESEE - Wl AUk B B &AM R AR B INEZEA R A S & 5
B ER 15 B 28

Report on e
work performed

THHES

v

Reviewed unaudited interim consolidated financial statements and audited annual consolidated financial
statements of the Group with a recommendation to the Board for approval
EHAEERKERNPHEEVBREARCECNFEGAUBRE TEZESEH
Reviewed internal control and risk management framework of the Group

BEHAKEABEELEREBER

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

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 2017

HENEZBMRECAREREZ2017F3ANNB L FEGAVBRRFAEZNREE

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 2017
HEZEIIEZHEMEEREMNAEBEZ2017F9A308 LA 2 ERALEE MBR
RITZZNEHNE

Reviewed connected transactions of the Group

BEHAKEZHERS

Recommended the re-appointment of Deloitte Touche Tohmatsu as the Group's external auditor at 2017
AGM
BRER017TFRRBEFAGLENZERHD BERH AT RIS EINEZEED

Met with external auditor in the absence of executive directors of the Company

ERLBARRATESHESNBRT & LIMNS A

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

< EBE-SHE

55 BB R EE AR UL (www.pyicorp.com) 2 B R B S B EEE o
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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
on an ongoing basis.

Management is responsible for the design, implementation and
ongoing 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 and non-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 aim to
provide a reasonable, as opposed to an absolute, assurance
against material misstatement or loss.

The Audit Committee has ongoing responsibilities to review the

effectiveness of the Group’s risk management and internal
control systems and to report to the Board.

R B B % 9 B BE 4R

Bt

EEZRAA/ R2ORBREEMABEZRSR
HERAKENBHEASEHER L ER
EREREHZFARNRE #ERRFTHE
BRMEEEE-

EEERAAR ERAFEEEASENORA
REEMAMEERG NEHTARBKEIZ:

v BRBRABRENEE

v AT {ZRE Y B S BE R K% JE B S BE 4R

v O EBETEREERERRA
RZERMEREEMFEERBBREEEER
BEMRER Bt ZSXGHEAERIE

BERE—(ESEMEBHNRE -
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PN
ERERARE

The table below shows the roles of the key parties in our risk TRETEZABERMORARE RN AL
management and internal control systems: BEGAMEENAE

Board of Directors

BER

V' Sets strategic objectives V" Evaluates and determines the V" Provides direction on the
i € g B 12 nature and extent for the Group's importance of risk management

V" Qversees management in the principal risks and risk management culture
design, implementation and AHAKERFEERR R E HEREESEEMMNEARE R
monitoring of the risk HMEMEE AL T A

management and internal
control systems
EEEREYNRERERE RN
ERZGHR  BElfER

Audit Committee

Managing Director & Senior Management

BENBREEE BEREES

V' Assesses risks group-wide and develops v" Reviews the effectiveness of risk management
mitigating measures and internal control systems
P& B B8 e A T 1l & B A0 I I R B 4% 4R B EREEMAITEZERGNE R
i)

V" Designs, implements and monitors the risk
management and internal control systems Internal Audit

V" Provides confirmation on the effectiveness of risk v 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
HEREBNANEZZRSNBERERNESR T ERREEeHAREENNSE R RS Y
R IRE 75 3 e R

Operation Management
EEEERE

v" Implements and monitors the risk management and internal control procedures across business operations and
functional areas
EMREREXRELEMREMPINEREENMAIEZERT
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Risk Management Framework

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

Strategy R R

Vision

Statement

=EH

RREEER
TERRAEERANEREBIER:

Risks are considered
when setting strategy.
T 5l FE SR RS By
ZREREZE -

Identify

w8l

Process B2
Risk
Management

Report
& 8
Process

t RBREERRRE l

Monitor

EEE

Elements JTE

Human
Resource
Mechanisms

AN EFHEH

Organization
Structures

AEZRE

Performance
Measure

RRER

Management
Commitment

EEE A

Communications
and Training

BERIE

Process applies standard
procedures, assessment
tools and market practices.

B2 ER TIZERET -
ST E R TISHUE o

Elements that are brought
together to support, promote
and drive risk management
throughout the Group.

PEE B S HF ~ R T ) B
EIJ—LB BIEFTENIITE °

Assurance

R
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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 principal and significant 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. The risk assessment

results indicated limited changes in the nature and extent of the

key significant risks identified by the Group since last year.
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 and the Finance and Accounts
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.
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Every year the Internal Audit Department carries 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.

The Board of Directors has assessed the scope and quality of the
Group's ongoing monitoring of the risk management and
internal control systems. Based on the results of the control
self-assessments performed by business units, reviews performed
by the Legal and the Finance and Accounts Departments of the
Group and independent audits performed by the Internal Audit
Department, the Board of Directors considered the risk
management and internal control systems effective and
adequate. The Board was not aware of any significant areas of
concerns that may affect the Group to achieve its strategic
goals.

Also, 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.
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Procedures and Controls for the Handling and
Dissemination of Inside Information

Proper measures have been taken by the Group to comply with
the requirements under “Part XIVA — Disclosure of Inside
Information” of the Securities and Futures Ordinance to ensure
that inside information remains confidential until the disclosure
of such information has been properly approved, and
disseminate in an effective and consistent manner. Such
measures include establishment of the inside information
identification, reporting, and disclosure protocol and procedures.
An in-house refresher training on inside information was
provided to senior management and relevant officers at both
Group level and business units level in October 2017. Also, a
review of the procedures and controls for the handling and
dissemination of inside information was performed by the
Internal Audit Department in April 2018.

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
ten years, the Internal Audit Department has executed three
three-year internal audit strategic plans and the first year of its
fourth three-year plan.
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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 1ISO9001 certification for the Group'’s corporate support
centre in Hangzhou that provides in-house legal, internal audit,
financial (including accounting data backup) and in-house
training 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.

EXTERNAL AUDITOR

Deloitte Touche Tohmatsu (“Deloitte”) has been re-appointed
as the Company’s external auditor at 2017 AGM until the
conclusion of the next annual general meeting. The Audit
Committee in its meeting on 21 June 2018 recommended the
re-appointment of Deloitte as the Company’s external auditor at
2018 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.

REMUNERATION PAID OR PAYABLE TO DELOITTE FOR AUDIT AND NON-AUDIT SERVICES
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2018 2017

HK$’000 HK$'000

Services Rendered 1= 15 19 AR 75 FET FHET

Audit services 1% AR 75 3,139 3,318

Non-audit services A% HAR

Review of interim condensed consolidated EFPEGRHEES

financial statements B 75 3R 3% 1,154 1,352

Taxation advisory R A 58 58

Special engagements B E LI 2,022 12

Total #m 6,373 4,740
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CONSTITUTIONAL DOCUMENTS
The Company’s memorandum of association and bye-laws (in
both English and Chinese) are available on the websites of PYI

(www.pyicorp.com) and HKEX.

No amendments have been made to the bye-laws of the
Company during the year ended 31 March 2018.
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