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CORPORATE GOVERNANCE PRACTICES

PY!1 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 2019
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 2019.

Throughout the year ended 31 March 2020, PY! continued to
comply with the code provisions as set out in the CG Code
except for the following deviation:

Code Provision A.2.1 of the CG Code stipulates that the roles
of the chairman and chief executive officer (“CEQ”) should be
separated and performed by different individuals. Following the
retirement of Dr Chow Ming Kuen, Joseph on 16 September
2011, Mr Lau Tom Ko Yuen, the Managing Director (equivalent
to CEQ) of PYI, has been appointed as chairman of PYI
(“Chairman’”) and has performed the roles of Chairman and
CEOQO 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 54 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
2020.

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 UTERBERAEE ZCEEARTFRELBER
corporate governance practices and policies within the Group: SNy ETEAE
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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 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.

During the year ended 31 March 2020, PYI held three general
meetings. Voting on resolutions put forward at the general
meetings has been taken by way of poll and 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 2020
RBE2020F3ANBLFERTHRERRAS

Special General Meeting on 26 June 2019 % of Votes Cast For
M2019F6 26 E R THR R XS ERREMLR
v Approval of the agreement in respect of disposal of 51% equity interest in 99.40%

Yichang Port Group Limited
HWEFRLEEEREBEEEREE LD AISI%KREZBZH

Annual General Meeting on 5 September 2019 % of Votes Cast For

M2019F9 A5 HETHRRBFAE ERREHHEER

v~ Approval of the 2019 audited accounts 99.94%
BB2019F EHREZIRA

v Re-election of Mr Sue Ka Lok as director 99.80%
EEHRLLERES

+ Re-election of Ms Wu Yan Yee as director 99.94%

v Approval of directors’ fees in aggregate amount of not exceeding HK$4,000,000 per 99.94%

annum for all directors
BBARTEREFHETHBEF4000000ETHESHES

v~ Re-appointment of Deloitte Touche Tohmatsu as auditor and authorisation to the Board 99.94%
to fix their remuneration

BEZIRY  -HERITEAMTAZEMAERETRECENS

v~ Grant of general and unconditional mandate to directors to issue shares 95.56%
BTEEFETROBN R REGERE

v Grant of general and unconditional mandate to directors to repurchase shares 99.93%
BTEFRERGH— R REGRERE

+ Extension of the share issue mandate to directors 95.56%

BARTESFHITRND ZED

Special General Meeting on 5 February 2020 % of Votes Cast For
R2020F2 A5 HBITHRRE XS BEREHMOLE
v Approval of the agreement in respect of disposal of 90% equity interest in 100%

Jiaxing International Container Feeder Port Limited
Bt&E B B & 52 B A B BR SR R AG TS SR A BR R B190% AR 1 2 15 &
v Approval of the agreement in respect of disposal of 100% equity interest in 100%
Paul Y. Corporation Limited
HEBHAHERESEFR R F100% M 2 =
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Apart from holding shareholders’ meetings, PY! 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 74 to 76 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 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.
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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 PY| as disclosed in this
report at page 47 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 UTREEREEFTBENHE -
the Board:

SUMMARY OF SPECIFIC MATTERS RESERVED FOR THE BOARD
EEREEERNAE

v~ Financial reporting and control
B aRE R BT

v~ Equity fund raising
BRERE

v~ Recommendation/declaration of dividend or other distributions
BEREMDIRNER TSI

v Notifiable and connected transactions under the Listing Rules and inside information under the Securities and
Futures Ordinance
(ETREDAAB AT RHBMEAER 5 M(EH L E R ENAEHR

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

Board’s Responsibility for the Consolidated EERYSAUERRNER
Financial Statements AR ES A R E
The Board acknowledges its responsibility for preparing the WHERERAEAEBGAVMERERBIZBAETE
consolidated financial statements of the Group and for ensuring ERME ERER] -

that the preparation of the consolidated financial statements of

the Group is in accordance with statutory requirements and RABINEZEMRAEEEE T BRRER
applicable standards. EHRERRETHNER IR AFHRESE

103E B ZHMBEEA -
The statement of the external auditor of the Company
concerning its reporting responsibilities on the consolidated EERAMK
financial statements of the Group is set out in the Independent g N N NN
Auditor’s Report on pages 95 top1 03 of this annual re port REBRHHEEEH  EAR R
porton pag port B RECRRIEER BN

EZ-BUFNTEETHEERKMBE T IRF

Board Composition BN RB A BT TR WS T N

As at the date of the Directors’ Report, there are 6 directors in BT o 2NN R B FEFNITE FRE E& Ak B
our Board consisting of 3 executive directors and 3 independent MAANDERNBEEZEER I HEHED
non-executive directors. Independent non-executive directors HEEREER-

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.
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BOARD OF DIRECTORS
=R

(as at the date of the Directors’ Report RAEEFHE = A H)

Independent Non-Executive Directors

BUFHTES -+

Mr Chan Shu Kin BR 15 B2 %t 4=
Ms Wong LaiKin, Elsa &= & B & +
Mr Leung Chung Ki 22 12 £ 5 4

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

There was no change of directors and Board committee
members during the year ended 31 March 2020. Brief
biographical details of each director (including his/her age,
gender, term of office, professional qualification and experience)
are set out on pages 36 to 41 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
PY! 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.
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Mr Lau Tom Ko Yuen 2| & & 4t 4

(Chairman & Managing Director ¥ & 3% #2 %)
Mr Sue Ka Lok & 5 44 4t &

Ms Wu Yan Yee 8 fik & %2 &
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All Board members have complied with the requirement of the
Securities and Futures Ordinance regarding disclosure of their
respective interests in PY| and its associated corporations, if
any, during the year. Interests and short positions of PYI's
directors in shares, underlying shares and debentures of PY!
and its associated corporations are disclosed in the Directors’
Report on pages 85 and 86 of this annual report.

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.
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Nomination Policy

The Board has adopted a nomination policy (the “Nomination
Policy”) setting out the principles which guide the Nomination
Committee to identify and evaluate a candidate for nomination
to (i) the Board for appointment and (i) shareholders of the
Company for election as a director of the Company.

Under the Nomination Policy, the factors listed below will be
considered in assessing the suitability of a proposed candidate:

(@ Qualifications, professional experience, skills and
knowledge which are relevant to the business of the
Company and its subsidiaries;

(b)  Commitment in respect of available time and relevant
interest;

(c) Regulatory requirements for appointment of independent
non-executive directors and the independence criteria set
out in Chapter 3 of the Listing Rules; and

(d) Diversity perspectives set out in the Board Diversity Policy.

The above factors are not meant to be exhaustive and decisive.
The Nomination Committee has the discretion to take into
account additional factors as it considers appropriate.

For filling a casual vacancy or as an addition to the existing
Board, the Nomination Committee shall make recommendations
for the Board’s consideration and approval. For proposing
candidates to stand for election at a general meeting, the
Nomination Committee shall make nominations to the Board for
its consideration and recommendation.

On making recommendation, the Nomination Committee may
submit to the Board for consideration a proposal comprising,
inter alia, the personal profile of the proposed candidate, which
contains at least the candidate’s information required to be
disclosed under Rule 13.51 of the Listing Rules.

The Board shall be vested with power to make the final decision
on all matters relating to the recommendation of candidates (j)
for appointment and (i) for standing for election at a general
meeting as a director of the Company.
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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, 6 Board meetings were held and the overall attendance of
Board meetings attained 97% while 100% attendance was
recorded for Board committee meetings.

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.
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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.

In the 2019 AGM, Mr Sue Ka Lok and Ms Wu Yan Yee, who
retired from office in accordance with the Company’s bye-laws,
were re-elected as directors of PYI.

In accordance with bye-laws 87(1) and 87(2) of the Company’s
bye-laws, Ms Wong Lai Kin, Elsa and Mr Leung Chung Ki will
retire by rotation at the forthcoming annual general meeting.

The retiring directors, being eligible, seek for re-election and
their respective biographies are set out in the circular for
re-election of directors.

Directors’ Commitments

All directors are committed to devoting sufficient time and
attention to the affairs of the Group. They have disclosed to PY!
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
PY! of any changes of such information in a timely manner.
Directors are also required to confirm details of biographies and
their time commitments to the affairs of PYI as well as the time
committed to other public companies or organizations and
other significant commitments on an annual basis.
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Training and Professional Development

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

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

This year, our directors and management continued to keep
abreast of any updates on the governing laws and regulations
of the jurisdictions where PY! 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 Wuhan in December 2019.

All directors and senior management are required to provide
PY!1 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 2020.
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According to the records, PY! 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=x

Independent Non-Executive Directors

DT s

REBELE REESFRAFECEX MELESE
LT RAEZAG BERETZHEI - AT
B(RESTRDZ TFAEX EABLIRZARTE

Type of Training
3% 3 B

Attending internal and
external seminars or
conferences

H FE A 3B & Sh 3B
mMAEeRNER

Reading
materials

5O =5 A1 B

BIYKHITES

Mr Chan Shu Kin BR f8f 82 % & v v

Ms Wong Lai Kin, Elsa & i B2 & + v v

Mr Leung Chung Ki 22 #2 £ 5t 4 4 4

Executive Directors

BITESE

Mr Lau Tom Ko Yuen 2/ & R 7%t 4 v v

Mr Sue Ka Lok % 5% £ 5 4 v v

Ms Wu Yan Yee #f ik &5 22 = v v
Board Committees EEREZEY

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.
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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.

MEESERZBEERMAMLLBEZRER
MRA - BFMLH YERHERERIAE
T EREMMESTRIED

EXRERHEERBIFT

TEBRE-BEERZE
5% BRFEFEREER

BR 1 T~ BE 1F i PE 4 -

ATTENDANCE RECORD OF MEETINGS HELD DURING THE YEAR ENDED 31 MARCH 2020

REZ2020F3A31A L FEBTHNEE 2 HETH

BOARD COMMITTEES
EERZEEE
Corporate
Governance
and
Compliance Share
Board Audit  Remuneration Nomination TEEAR Repurchase Shareholders
ESR  EX # B 2% ER 1 19 5 R
Number of meetings held during the year
RERBTEERE 6 4 3 1 2 0 3
Independent Non-Executive Directors
BYFHTES
Mr Chan Shu Kin [ 18 B2 5 4 6/6 4/4 3/3 11 2/2 0/0 3/3
Ms Wong Lai Kin, Elsa % & 8 & + 6/6 4/4 — 11 2/2 — 3/3
Mr Leung Chung Ki 22 ¥ £ 5t & 6/6 4/4 3/3 11 2/2 — 2/3
Executive Directors
HTES
Mr Lau Tom Ko Yuen 2l & 8 % & 6/6 — 3/3 11 — 0/0 3/3
Mr Sue Ka Lok #k 3R % 5t 4 5/6 — — 11 — — 0/3
Ms Wu Yan Yee & ik & 22 & 6/6 — — - — - 1/3
Company Secretary
REWE
Mr Chan Kai Ki [ 1% 5 5¢ 4
(resigned with effect from 22 April 2020
B 20204 4 F 22 A #E BF T) 6/6 4/4 3/3 11 2/2 — 3/3
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S EEAEE
The following tables show the composition of the Board AR PR R E E2020F3 A31 8 I F [Z 8
committees, their respective roles and functions and a summary HMEERZEemdK EACEBE AT

and/or report of the works performed by them during the year ERE R/ HRE
ended 31 March 2020:

REMUNERATION COMMITTEE
FM=Ee

Composition Independent Non-Executive Directors + 1 Executive Director
A R BYFHTES HITESE
Mr Chan Shu Kin B 45 B % 4 (Chairman & /%) Mr Lau Tom Ko Yuen 2|5 R %t 4

Mr Leung Chung Ki 22 #A £t 56 4

Role & Function*  Reviews the remuneration policy of the Company
A6 e AT AN 2 7 8 BB B R
v~ Makes recommendations to the Board on the policy and structure for the remuneration of all
directors and senior management and on the establishment of formal and transparent procedures
for developing a policy on such remuneration
HAEEFEHSREEBNFMEERAER URAFEZEFMEER L —EERM
BEERENRERF RMEFRIELES
v~ 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
AESMESREZENRTESTRAREEENFESTMNES  BEEYHZE  BK
CRAKFEECH(BRANELAIREEBRBAEZEMENNEMNFHES)
v~ Makes recommendations to the Board on the remuneration of non-executive directors

MEEBREZIFNITES O

Summary of v Recommended the aggregate amount of directors’ fees for shareholders’ approval at 2019 AGM
work performed EEREEMSATE  HIRRAE2019FRRAF RS EHE
ITHERE v Considered and approved the key performance indicators of Managing Director and Senior

Management for the year ended 31 March 2020
ZREMENREE2020F3A3NHLFEEARBERSREREN T ZARIER

v~ Considered and approved the grant of discretionary additional incentive bonus
ZREMAERDBRIERINABEA

v~ Reviewed the remuneration packages of Managing Director and Senior Management for the year
ended 31 March 2020
BRABHEEESRERBNEE2020F3A31 B ILFENHHTE

v~ Approved the granting of discretionary year-end bonus to Managing Director

HeJfE TR AR AR BB AR TEAL

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

O BBE—SEE BB L H R E S (www.pyicorp.com) 2 BT E B & R E -

*
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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 toattract and retain talents, base pay and benefits will be
market competitive;

v 1o support the growth strategy of the Group, short-term
and long-term performance-based rewards will be
emphasized;

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

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

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 14 to the financial statements.
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NOMINATION COMMITTEE
REZRg

Composition

21

Independent Non-Executive Directors + 2 Executive Directors
BYFHITES PITES

Mr Chan Shu Kin B 151 B2 5 & (Chairman =% /%) Mr Lau Tom Ko Yuen 2| = R %t 4
Ms Wong Lai Kin, Elsa &= B B 4 £+ Mr Sue Ka Lok %k 3R %2 5t &

Mr Leung Chung Ki 22 #A = 5 4

Role & Function* " Reviews the structure, size and diversity (including without limitation, gender, age, cultural and
A 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
ZLOGFERIEEFRNER - A%z&;mu BEETRAMLR - F& - XERBEE
Bk EXRITREHIKLR Kk ‘fu;&&ﬁ&ﬁ%ﬁﬁﬂ) Wt A RIEZE B MES
PiREES
v Identifies individuals suitably qualified to become Board members and selects, or makes
recommendations to the Board on the selection of, individuals nominated for directorships
MEAECERNEGBAEETESZRNE R EXNEEZRREEZEEATHE
B
v Assesses the independence of independent non-executive directors
B IERITESNE L
v Makes recommendations to the Board on relevant matters relating to the appointment or
re-appointment of directors and succession planning for directors, in particular, the Chairman and
the Managing Director
REFLZEXEFZE UREF(HMERTIRFREAFEITINEERRELHESR
v Develops, reviews and recommends to the Board for adoption of measurable objectives for
achieving and improving diversity on the Board
REBRBUEESFRKEZ T  HIF] BRI REBAEHEERETEETRHEE LKA
+ Develops and reviews the policy, criteria and procedures for identification, selection and
nomination of candidates for appointment as directors
ST R e S2ERERGREANBEEEREET 2WE £HRERF
v~ Monitors the implementation of the Board Diversity Policy (a summary of which is set out on page 54)
EREERKEZTEER (ERBEHIINESMMER)HATIER
v Monitors the implementation of the Nomination Policy (a summary of which is set out on page 55)
ERREARR(HBEHIINESSE) WHITIER
Summary of v Nominated the retiring directors for re-election by shareholders at 2019 AGM
work performed REBRTEEE0190FRRBFAG LERE(T
THERE v Reviewed and assessed individual independent non-executive director’s annual confirmation of
independence declared pursuant to Rule 3.13 of the Listing Rules
ER R RBUFRATESRR(ETMRADEIIBGAR R FEE LEER K
v Reviewed the structure, size and composition of the Board
MU EZRHEE  ABKAEK
+ Reviewed the Board Diversity Policy
R EERKE Z T BUR
v Discussed and considered the recommended disclosure in 2019 Corporate Governance Report

*

regarding the Board Diversity Policy and the Nomination Policy
AR ERBEHE2019FE 2 (EERRE) T HHEAREEERKEZTIEBER RIERRK
RHEZBEREAND

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

Y BRE TS T L H R E Bk (www.pyicorp.com) 2 IR B E B S BEEE -



WIC) PYI Corporation Limited 2020 Annual Report

CORPDRATE
HESBRE

GOVERNANCE REPORT

NOMINATION PROCEDURES, PROCESSAND R &ZREF BREUKRZER

CRITERIA

Nomination Committee
selects or makes

Nomination Committee Nomination Committee recommendations to the The Board makes formal
makes recommendations identifies individuals Board on the selection of invitation to selected
to the Board on any suitably qualified to persons nominated for persons for appointment to
proposed changes become directors directorships the Board
| > >

k%é,\aﬁyﬂfﬂkﬂ’ﬁ REZEEWEEES REZESHREIME EEZRMEKEA T

2ERNEEFRRLER HERATHEES ERREERKERH HEEESENENBF

ATHEES BK|

CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE
CREARERERS

Composition

AR

Independent Non-Executive Directors + Company Secretary
BYFHTES RRANE

Mr Chan Shu Kin & 45 B 4 4 (Chairman = /&) Mr Chan Kai Ki F& £ 8 %% &£

Ms Wong Lai Kin, Elsa & B 8 22 & (resigned with effect from 22 April 2020
Mr Leung Chung Ki 22 /A £ % 4 B 202044 F 22 A # E ()

Ms Ho Sze Nga, Maggie fa] 55 7 & £
(appointed with effect from 22 April 2020
20204522 HEEZ )

Role & Function*
AGHERBRE

Develops and reviews the Company’s policies and practices on corporate governance and makes
recommendations to the Board

FIERBIARFNCEECHERTHR  TAEFRBREESR

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

BRAKERETHEGAETEENSTIRGESXER

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
BARERARAEETEZEREERATCHENRRELER THARANEERERT
& UAEARFHNEREBE TRERRERF

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

BIE el EREREHEANRAREERESZNEMITIRALENRERAFMWME)
Investigates or causes to be investigated any significant instances of non-compliance or potential
compliance violations that are repor‘fed to the Corporate Governance and Compliance Committee
AERLRFAEMEEERNERZEGERNEMNERERNEEERS

Reviews the Company’s compliance with the CG Code as contained in the Listing Rules and
disclosure in the Corporate Governance Report
BAARRBEFCETRADAZKEEFADHBERREE(EEERRE)NNKE
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

BAARREF(ETRIDAZCGRE g REAWMEEIDNERAREHANCRE
HERERBEINNEE
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CORPORATE GOVERNANCE AND COMPLIANCE COMMITTEE (CONTINUED)

TEEARERZES (H)

Summary of v Reviewed the Corporate Governance Report for the year ended 31 March 2019

work performed EHHE2019F3A31HIEFE Z(BEERARE)

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

EHARAREPBREIZMNBEARNENTRERRS

Reviewed the report on recommendation of disclosure in the Directors’ Report (Business Review)

ENEHEBEEZRBEEEBKER)AMEREZRE

Reviewed the form for confirmation of directors’ participation in training provided by each director

in compliance with the CG Code

EHRESFRHCEFT2EFIICERRE - LWEF(RESFAD

Reviewed the policy on disclosure and public relations

WAt BB R A HBEERBUR

v Reviewed the Environmental, Social and Governance Report for the year ended 31 March 2019
FEHHZE2019F3ANBLEFREZ(RE L@ REBRE)

v Reviewed the Shareholders Communication Policy

o & P SR AR 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.
 BREE—SHE FRE LERNRER www.pyicorp.com Z TEERARARTE B ERE -

SHARE REPURCHASE COMMITTEE
BHEEEES

SR NN

hY

Composition Independent Non-Executive Director + 1 Executlve Director
# R BYFHITES
Mr Chan Shu Kin B #&f EX % 4 (Chairman ¥ &) Mr Lau Tom Ko Yuen 2| & & 5t 4
Role & Function* y Exercises the general mandate granted by shareholders to the Board to repurchase shares of PYI
AGHERBEE in accordance with the Listing Rules, PYI's bye-laws and the applicable laws of Bermuda
BREBECETHRAD)  REATDABUNARBREFRAZE TERRETESFROBRER
D2 N
Summary of " During the year, no Share Repurohase Committee meeting was held.
work performed REA TEERROHEBEZEEEE -
THERE

*

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

* BRE—LHE BRE FHNRE A (www.pyicorp.com) 2 BH EEE S SRS E o
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AUDIT COMMITTEE
BERERE

Composition Independent Non-Executive Directors

A R BYFHITES
Mr Chan Shu Kin* B 5} B2 5t 4 * (Chairman == /&)
Ms Wong Lai Kin, Elsa &= B B 2 £+
Mr Leung Chung Ki 22 #A = 58 4

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

# REBRAEERBS—BRAESHE ARY SRV BERRE I EEALEESR -

Role & Function*  Makes recommendations to the Board on appointment of external auditor
A HEEINEZBMRAESRHRLES
v~ Reviews the Group’s financial information
EHREBEMBER
v~ Oversees the Group’s financial reporting system, risk management and internal control systems
EEAREBEMBERGE REREERANIERZE RS
v Reviews the interim and final results of the Group prior to submission to the Board for approval
ERREFRA A ERAEERBNRAEE
v~ Reviews financial reporting and internal control matters and to this end has unrestricted access to
both the Company’s external and internal auditors
é%ﬁﬁ ﬁ?f?r*[i&tu NESEEIE = H - WAl At B /i A IR AR A R JMNIE A% BRAD & A Sp | 5T
M ER 15 B B

Report on work  Reviewed unaudited interim consolidated financial statements and audited annual consolidated

performed financial statements of the Group with a recommendation to the Board for approval
ITE®RSE ERAEERCERNTHRGEUBRRILCERNFEGEVBRER YREEFH
Bk

+ Reviewed internal control and risk management framework of the Group
EHAEE AR EZE R EREIRER
v~ Received and reviewed progress reports on internal control, risk management and internal audit
actions implemented/planned by the Group
ERRENASEMETHENAMEZE AREERADES TENERRE
v~ 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 2019
BHENEZEM R EZAEBEZ2019F3A3 AL FELREVBREMBZNZHE
v~ 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 2019
HEZFEIIEZHBMRERENARNEBEZ2019F9A30H 1L /<8 A 2 &8R4S B % i
RITEZENEHNE
v Reviewed connected transactions of the Group
FHAEB 2 BERS
v Recommended the re-appointment of Deloitte Touche Tohmatsu as the Group’s external auditor
at 2019 AGM
BER019FRRBFEFAG LEHNETEEH e MERST STMITRAKEEINEZBAD
v Met with external auditor in the absence of executive directors of the Company

EREARRRHATESTHESNBRT & RIMNS KA

Please refer to the terms of reference of the Audit Committee on PYI’s website (www.pyicorp.com) for further details.
* BBE— PRS- ERE E RN R E U (www.pyicorp.com) 2 BiZE B S B E 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 at least annually.
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The table below shows the roles and responsibilities of the key TEERBTIETEABERMORRE R AL
parties in our risk management and internal control systems: ERGAFREENACREE

Board of Directors

BEER

v~ Sets strategic objectives v Evaluates and determines the v~ Provides direction on the
4| BLRS B A2 nature and extent for the Group’s importance of risk management

v Oversees management in the principal risks and risk management culture
design, implementation and HEAEE/NEZRER KA EH FRBEESEZMEMERE IR
monitoring of the risk HUEBMEEZ X AL R H T M)
management and internal control
systems

EEETREEYRREE RN
ERERORT BERMER

Managing Director & Senior Management Audit Committee

BEREBREERE ERERS

v~ Assesses risks group-wide and develops v Reviews the effectiveness of risk management and
mitigating measures internal control systems of the Group
5 B g A AT R B R0 E R B AR AR BIEBERREEMAITEZE RSN B XM
i)

v Designs, implements and monitors the risk
management and internal control systems Internal Audit
B ERNEEEABRTEMABSERR P &8 2 &t

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 / Audit Committee control systems
HEBEBNABEEZFNBERIEMES XERERZESHRREEBMAMBEZRR
B/ EREEERMBRE 2B B R E

Operation Management
EEEERE

v~ Implements and monitors the risk management and internal control procedures across the business operations and
functional areas of the Group
EMkEEREEEREBSENRENMNRREBRMANEZERT
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Risk Management Framework [ B o EE AE 2R
The diagram below shows the risk management framework TEERAEEMREMANREESIEESLR
adopted by the Group:
F
Strategy KB

Risks are considered

Vision when setting strategy.
Statement
S =
= £ I 7E 5% BE B
ZREERAE -

—
Process B2

Identify

% Al
Process applies standard
procedures, assessment tools
Risk A”f%’?ze and market practices.
Management 2
Process

ERERRRE

B2 T IR R -
54 77 5k T 0% o
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B ;3
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Risk assessment is performed annually to evaluate the nature
and extent of the risks to which it is exposed. During the risk
assessment process, the Group has identified its principal and
significant risks. The Business Review section of this annual
report provides description of the Group’s principal risks and
uncertainties, some of which could affect the performance of
the Group’s business and operations. 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.

Operating subsidiaries in PRC 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 Internal Control, Legal and Finance &
Accounts Departments of PY| have carried out reviews on
operational, financial and compliance controls of all operating
subsidiaries to ensure that 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 of PYI 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 adopts a risk-based approach and is re-assessed
annually to ensure that 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 conducts periodic follow-up reviews to
ensure that the remedial actions are taken on a timely basis,
and has reported the results of the follow-up reviews to the
Audit Committee.

The Board 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 operating subsidiaries, the reviews performed by
the Internal Control, Legal and Finance & Accounts Departments
and the independent audits performed by the Internal Audit
Department, the Board 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.

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

Procedures and Controls for the Handling and
Dissemination of Inside Information

Proper measures have been taken by the Group to 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.
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INTERNAL AUDIT

Internal Audit Department of PYI set up in November 2007 is
headed by Group Internal Audit Senior Manager who reports
directly to the Audit Committee of PYI. It plays an important role
in the internal governance of the Group. With the assistance
from external internal audit consultant whenever necessary, 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 will be
performed on request by the management or assigned by the
Audit Committee. In the past twelve years, the Internal Audit
Department has executed four three-year internal audit strategic
plans.

During the process of audits, the Internal Audit Department
identified internal control weakness, made recommendations for
improvement, obtained remedial action plan of management
and followed up remedial status of the management action plan
and its timeliness. Besides, in order to ensure the continuity of
the ISO9001 certification for the Group’s corporate support
centre in Hangzhou that provides in-house legal, internal audit,
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.
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EXTERNAL AUDITOR

Deloitte Touche Tohmatsu (“Deloitte”) has been re-appointed as
the Company’s external auditor at 2019 AGM until the
conclusion of the next annual general meeting. The Audit
Committee in its meeting on 24 June 2020 recommended the
re-appointment of Deloitte as the Company’s external auditor at
2020 annual general meeting and the Board has adopted the
same view as that of the Audit Committee.

In order to maintain independence, Deloitte is primarily
responsible for providing audit services in connection with the
Group’s consolidated financial statements, and only provides
non-audit services that do not impair their independence or
objectivity and are approved by the Audit Committee.
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REMUNERATION PAID OR PAYABLE TO DELOITTE FOR AUDIT AND NON-AUDIT SERVICES

ENRENTFESNRBRFLBREHE

2020 2019

HK$’000 HK$’'000

Services Rendered 12 4 09 AR 75 FER FAET

Audit services Z B R 5 2,876 3,185

Non-audit services FEZ H AR

Review of interim condensed consolidated EX P EHERAERE

financial statements B 7 3 3k 1,278 1,235

Taxation advisory IS8R 89 83

Special engagements HEZE 4,615 12

Total RG] 8,858 4515

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 2020.
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