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Corporate Governance Practices

Corporate governance is a continuous process which calls for
dedicated efforts and timely response to evolving changes and
developments in regulations and practices. Setting it as a priority, PYI
is committed to developing and upholding a high standard of corporate
governance practices and business ethics appropriate to its growth,
in the firm belief that they are essential for maintaining and promoting
investors’ confidence and maximizing shareholder value.

PYI has applied the principles and complied with most of the applicable
code provisions of the Code on Corporate Governance Practices (the
“Code”) as set out in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) for the year ended 31 March 2006, save for the code provisions
on internal controls which are to be implemented for accounting
periods commencing on or after 1 July 2005 and an exception explained
in the following relevant paragraph.

Set out below are the corporate governance principles and practices
adopted by the Group:

Directors’ Securities Transactions

PYI has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code") as set out in Appendix 10 of the
Listing Rules as its own code for dealing in the securities of PYI by the
directors and relevant employees of the Group.

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

Board of Directors
Role

The Board's primary role is to protect and enhance long-term
shareholder value. It assumes the responsibility of 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.
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Management Functions

The Board, led by the Chairman, approves and monitors group-wide
strategies and policies, evaluates the performance of the Group and
supervises the management. Further, the Board oversees specific areas
affecting the interests of all shareholders including financial reporting
and control, equity fund raising, recommendation or declaration of
dividend or other distributions, notifiable transactions under the Listing
Rules and capital reorganisation or other significant changes in the
capital structure of the Group.

The management, on the other hand, is responsible for the
management and administrative functions and the day-to-day
operations of the Group under the leadership of the Managing Director.

composition

PYI has an independently governed Board comprising a majority of
independent non-executive directors as follows:

Members of the Board of Directors

EERME

Dr Chow Ming Kuen, Joseph
JEIEAREE £

Mr Lau Ko Yuen, Tom
BlmREE

Dr Chan Kwok Keung, Charles
PREIRIE L

Mr Kwok Shiu Keung, Ermest
IR e

Mr Chan Shu Kin

PoRAG B S L

Biographical details of the above directors are set out on pages 36
and 37 of this annual report. The majority composition of independent
non-executive directors (including one who has appropriate
professional qualifications, or accounting or related financial
management expertise, as required by the Listing Rules) ensures that
the Board's actions account for the interests of all shareholders and
that all issues are considered in a balanced and objective manner.

Independence of INEDs

Each of the three independent non-executive directors has confirmed
in writing his independence from the Company in accordance with
the guidelines for assessing independence set out in rule 3.13 of the
Listing Rules. The Company is of the view that all independent non-
executive directors meet these guidelines and are independent in
accordance with the terms of these guidelines.
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Chairman (Independent Non-Executive Director)
FE BIULIERITES)

Deputy Chairman and Managing Director
BIERHRESHLRE

Non-Executive Director

EBMITES

Independent Non-Executive Director
BN JEITEE

Independent Non-Executive Director
BUIEITES
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Meetings and Individual Attendances

The Board meets regularly at least four times a year, and directors
receive at least 14 days’ prior written notice of such meetings. For
other Board meetings, directors are given as much notice as is
reasonable and practicable in the circumstances. All members of the
Board are given full and timely access to relevant information and
may seek independent professional advice at the Company’s expense,
if necessary, in accordance with pre-approved procedures.

The Company Secretary assists the Chairman in setting the agenda of
Board meetings. Minutes of Board meetings are kept by the Company
Secretary and distributed to each director within a reasonable period.

Each Board member may submit proposals for inclusion on the agenda
for consideration during meetings. Procedures are in place for all
directors to have access to the advice and services of the Company
Secretary.

The Company convened eight Board meetings during the year ended
31 March 2006. The attendance record of each member of the Board
(including former directors who retired during the year) is set out below:

Board Meetings EER &%

Directors
=

Dr Chow Ming Kuen, Joseph'
AL

Mr Lau Ko Yuen, Tom?

A= REE?

Dr Chan Kwok Keung, Charles®
PR B 5 18+ 3

Mr Kwok Shiu Keung, Ernest
IS5

Mr Chan Shu Kin

PRAGIER S 42

Mr Chan Fut Yan*

PR RS

Ms Chau Mei Wah, Rosanna*
JElEELL L

Mr Cheung Hon Kit*
sROEGESE A

Mr Cheung Ting Kau, Vincent*
SRIEFRSE A

Notes:

1. Dr Chow Ming Kuen, Joseph was appointed Chairman on 22 July 2005.

2. Mr Lau Ko Yuen, Tom was appointed Managing Director on 22 July 2005.

3. Dr Chan Kwok Keung, Charles was re-designated as a non-executive director
on 22 July 2005.

4. Messrs Chan Fut Yan, Cheung Hon Kit and Cheung Ting Kau, Vincent and Ms
Chau Mei Wah, Rosanna retired from the Board on 8 September 2005.
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Appointment and Re-election of Directors

under code provision A.4.2 of the Code, every director, including those
appointed for a specific term, should be subject to retirement by
rotation at least once every three years.

The rotation of directors at the annual general meeting of PYI held on
8 September 2005 (“2005 PYlI AGM") was in accordance with PYI's
previous bye-laws which stipulated, inter alia, that one-third of the
directors for the time being (or, if their number is not a multiple of
three, the number nearest to but not greater than one-third) should
retire from office by rotation provided that notwithstanding anything
therein, the Chairman of the Board and/or the Managing Director of
the Company should not, whilst holding such office, be subject to
retirement by rotation or be taken into account in determining the
number of directors to retire in each year. This deviated from the
requirements of code provision A.4.2.

To fully comply with code provision A.4.2, relevant amendments to
PYI's bye-laws were proposed and approved by the shareholders at
the 2005 PYI AGM, pursuant to which every director of PYI is now
subject to retirement by rotation at least once every three years.

All directors appointed to fill a casual vacancy are subject to election
at the first general meeting of PYI subsequent to their appointment.

Others

There has not been any new director appointed to the Board during
the year. However, it is the Company’s policy that newly appointed
directors will meet with other fellow directors, and will receive a
comprehensive and tailored induction to ensure full awareness of
responsibilities under statute and common law, the Listing Rules and
other regulatory requirements and the business and governance
policies of the Group.

Important updates are provided to all directors when necessary to
ensure that they are fully aware of any changes in the business and
regulatory environment in places where the Group conducts its
business.

The Company has maintained appropriate directors’ and officers’
liability insurance which commensurates with the Group’s business
operations and assessed exposures.
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Chairman and Managing Director

The Chairman of PYI is Dr Chow Ming Kuen, Joseph and the Managing
Director is Mr Lau Ko Yuen, Tom. The roles of the Chairman and
Managing Director are distinct and separate, clearly established and
set out in writing.

The Chairman is responsible for overseeing the functioning of the
Board, while the Managing Director takes the lead in formulating
operational strategies and policies, as well as managing the Group's
day-to-day operations.

Non-executive Directors

Pursuant to the amended bye-laws of the Company, every director is
subject to election and to retirement by rotation at least once every
three years. Non-executive directors are subject to the aforesaid
retirement requirements and are appointed for a specific term of not
more than three years.

Remuneration of Directors
Role and Function

The Remuneration Committee, established by the Board on 1 April
2005, is principally responsible for reviewing the remuneration policy
of the Company, making recommendations to the Board on the policy
and structure for all remuneration of directors and senior management
and on the establishment of formal and transparent procedures for
developing a policy on such remuneration. The committee also
determines the specific remuneration packages of all executive
directors and senior management, including benefits in kind, pension
rights and compensation payments, including any compensation
payable for loss or termination of their office or appointment, and
makes recommendations to the Board of the remuneration of non-
executive directors.

Written terms of reference, which clearly defined the role, authority
and function of the Remuneration Committee, were adopted for the
Remuneration Committee.

Ccomposition

Members of the Remuneration Committee are Messrs Chow Ming
Kuen, Joseph (also Chairman of the committee); Lau Ko Yuen, Tom and
Kwok Shiu Keung, Ernest. With the exception of Mr Lau Ko Yuen, Tom,
members of the committee are independent non-executive directors.
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Meetings and Individual Attendances

The Remuneration Committee convened three meetings during the
year ended 31 March 2006. The attendance record of each member of
the committee is set out below:

Remuneration Committee Meetings HifHZ S & &

Committee Members
ZEEHE

EHEREEN S ET e
REBE-ZTE=ZA=1+—RHItEE  HFHES
AMATZAGH - SREEGK BN B
FEAR ¢

Meetings Attended

HEEHRRE

Dr Chow Ming Kuen, Joseph
JREAREE £

Mr Lau Ko Yuen, Tom
FmREE

Mr Kwok Shiu Keung, Ermest
BAREE

Remuneration Policy

The emoluments of directors are determined with reference to factors
including salaries paid by comparable companies, time commitment,
duties and responsibilities and employment conditions elsewhere. A
performance-based element is considered instrumental in aligning the
interests of individuals with those of the Group and will be built into
top-management compensation.

Summary of Work Performed

The Remuneration Committee held three meetings during the year for
the following purposes:

(i) approving the commissioning of a market survey on current salary
levels in order to assist the committee to conduct a review on
existing remuneration packages of the Group's executives and
senior management;

(i considering and recommending the amount of directors’ fees
for shareholders’ approval at the 2005 PYI AGM;

(i) reviewing and approving the remuneration packages of the
Group's executives (including the Managing Director) and senior
management; and

(iv) considering and approving an award of year end bonuses
comprising cash and shares (pursuant to the Group’s newly
adopted share award scheme) to the Group’s executives
(including the Managing Director) and senior management.
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Nomination Of Directors
Role and Function

The Nomination Committee, established by the Board on 8 November
2005, is principally responsible for leading the process for Board
appointments and for identifying and nominating for the approval of
the Board candidates for appointment to the Board. It assesses the
independence of independent non-executive directors and makes
recommendations to the Board on relevant matters relating to the
appointment or re-appointment of directors and succession planning
for directors, in particular the Chairman and Managing Director.

Written terms of reference, which clearly defined the role, authority
and function of the Nomination Committee, were adopted for the
Nomination Committee.

composition

Members of the Nomination Committee are Messrs Chow Ming Kuen,
Joseph (also Chairman of the committee); Lau Ko Yuen, Tom (with Dr
Chan Kwok Keung, Charles as his alternate) and Kwok Shiu Kwok, Ernest
(with Mr Chan Shu Kin as his alternate). With the exception of Mr Lau
Ko Yuen, Tom (and his alternate), members of the committee are
independent non-executive directors.

Nomination Procedures, Process and Criteria

The Nomination Committee reviews the structure, size and composition
(including the skills, knowledge and experience) of the Board on a
regular basis and makes recommendations to the Board regarding
any proposed changes. It will identify individuals suitably qualified to
become Board members, and nominate and recommend such
individuals to the Board for directorships.

Summary of Work Performed

The Nomination Committee held a meeting during the period to (i)
consider and recommend the appointment of an additional
independent non-executive director to the Group’s major PRC
subsidiaries; (i) consider the suitability (in terms of skills, knowledge,
experience and independence) of an identified candidate for
appointment as an independent non-executive director to the Board.

C) PYI Corporation Limited | Annual Report 2006
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Meetings and Individual Attendances

The Nomination Committee convened one meeting during the year
ended 31 March 2006. The attendance record of each member of the
committee is set out below:

Nomination Committee Meetings 22 ZE8 & &%

Committee Members
SERNE

Dr Chow Ming Kuen, Joseph
FEERREE L

Mr Lau Ko Yuen, Tom
2EREE

Mr Chan Shu Kin'
PoRA B ST AT

Note:
1. Mr Chan Shu Kin attended this meeting as alternate to Mr Kwok Shiu Keung,
Ernest.

Auditors’ Remuneration

Deloitte Touche Tohmatsu has been re-appointed as the Company’s
external auditors at the 2005 PYI AGM until the conclusion of the next
annual general meeting.

For the year ended 31 March 2006, the remuneration paid or payable
to Deloitte Touche Tohmatsu is set out as follows:

Services Rendered
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Fee Paid/Payable (HK$’'000)

1R LB AR Bt EfER (FET)
Audit services 3,914
ZH AR
Non-audit services
FEZHIRTE
Taxation advisory 867
B
Special engagements 1,416
FEZE
Total 6,197
st
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Audit Committee
Role and Function

The Audit Committee, established by the Board on 11 December 1998,
is responsible for the appointment of external auditors, review of the
Group's financial information and oversight of the Group's reporting
system and internal control procedures. It is also responsible for
reviewing the interim and final results of the Group prior to
recommending them to the Board for approval. It meets regularly to
review financial reporting and internal control matters, and to this end
it has unrestricted access to both the Company's external and internal
auditors.

The Company has adopted written terms of reference for the Audit
Committee, which clearly defined the role, authority and function of
the Audit Committee.

Composition

During the year, the members of the Audit Committee (including a
retired director) were Messrs Chow Ming Kuen, Joseph; Kwok Shiu
Keung, Ernest; Chan Shu Kin and Cheung Ting Kau, Vincent, all of whom
were independent non-executive directors. Mr Cheung, who retired
from the Board on 8 September 2005, ceased to be a member of the
Audit Committee on the same day.

The Audit Committee is chaired by Mr Chan Shu Kin, a qualified
accountant with extensive experience in financial reporting and
controls as required by the Listing Rules.

Meetings and Individual Attendances

During the year ended 31 March 2006, the Audit Committee held three
meetings. The attendance record of each member of the committee is
set out below:

Audit Committee Meetings EEZEE€ &%

Committee Members

ZEEHE

BEREEE
B &R
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Bg ARZMTINEREE  BHEEPBEM KR
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Meetings Attended
HEEHRE

Mr Chan Shu Kin

PR 1B ER 52 A=

Dr Chow Ming Kuen, Joseph
FEEAREE £+

Mr Kwok Shiu Keung, Ernest
AR EE

Mr Cheung Ting Kau, Vincent
SRIEFRSAE

Note:
1. Mr CheungTing Kau, Vincent ceased to be a member of the Audit Committee
on 8 September 2005.
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Summary of Work Performed

The Audit Committee reviewed the following matters during the
meetings held:

(i) unaudited interim consolidated financial statements and audited
annual consolidated financial statements of the Company;

(i the terms of engagement and remuneration of external auditors;
(i) connected transactions of the Group; and

(iv) the internal control, financial control and risk management
system of the Group.

Directors’ Responsibility for the Consolidated Financial
Statements

The directors acknowledge their responsibility for preparing the
consolidated financial statements of the Group and of ensuring that
the preparation of the consolidated financial statements of the Group
is in accordance with the statutory requirements and applicable
standards.

The statement of the auditors of the Company concerning their
reporting responsibilities on the consolidated financial statements of
the Group is set out in the Auditors’ Report on pages 72 and 73 of this
annual report.

Compliance Committee
Role and Function

The Compliance Committee, established by the Board on 8 November
2005, is principally responsible for overseeing the Company’'s
compliance with the legal and regulatory requirements of its business
operations, as well as compliance with its code of conduct and/or
business ethics, policies and prevailing corporate governance practices
and standards.

Written terms of reference, which clearly defined the role, authority
and function of the Compliance Committee, were adopted for the
Compliance Committee.

Composition

The Compliance Committee comprises three independent non-
executive directors, namely Messrs Chow Ming Kuen, Joseph (also
Chairman of the committee); Kwok Shiu Kwok, Ernest and Chan Shu
Kin, and Ms Wong Lai Kin, Elsa, the Group Corporate Counsel and
Company Secretary.

Meetings

No meeting of the Compliance Committee was held during the year
ended 31 March 2006.
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Share Repurchase Committee
Role and Function

The Share Repurchase Committee, set up by the Board on 8 November
2005, is established for the purpose of exercising the general mandate
granted by shareholders to the Board to repurchase shares of PYI in
accordance with the Listing Rules, PYI's bye-laws and the applicable
laws of Bermuda.

Ccomposition

Members of the Share Repurchase Committee are Messrs Chan Shu
Kin (also Chairman of the committee, with Dr Chow Ming Kuen, Joseph
as his alternate) and Lau Ko Yuen, Tom.

Meetings

There has not been any repurchase of shares made by PYI since the
establishment of the Share Repurchase Committee. No meeting of the
Repurchase Committee was held during the year.

Share Interests of Senior Management

Senior management (whose biographies are set out on pages 38 to 41
of this annual report) are subject to the Model Code with respect to
the notification and reporting requirements to the Company for dealings
in PYI's securities and the prohibitions to deal. Save for (i) an aggregate
of 24,486,000 outstanding share options granted to the senior
management pursuant to the share option scheme adopted by the
Company on 27 August 2002; and (i) an aggregate of 456,000 shares
awarded and to be vested on 1 August 2006 to the senior management
pursuant to the share award scheme adopted by the Company on 23
February 2006, senior management did not have any interests in PYI's
securities as at 31 March 2006. Senior management have all confirmed,
following specific enquiry by the Company, that throughout the year
ended 31 March 2006 they complied with the standard set out in the
Model Code.

Shareholders’ Rights

The Board endeavours to uphold a transparent communication with
all shareholders for their making an informed decision regarding their
investments and the exercise of their rights as shareholders, including
voting their shares. PYI establishes and maintains different
communication channels with its shareholders through the publication
of annual and interim reports, press announcements as well as news
releases to provide extensive information on the Group’s activities,
business strategies and developments. Such information are also
available on the Company’s website: www.pyicorp.com.
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PYI regards its shareholders’ meetings as valuable forum for
shareholders to raise comments and exchange views with the Board.
All directors and senior management make an effort to present the
shareholders’ meetings to address queries from shareholders. To
enable the meetings to be conducted in a transparent manner, the
resolutions put forward at two recent shareholders’ meetings had been
conducted by way of poll. Poll results had also been published and
posted on the website of the Company and of The Stock Exchange of
Hong Kong Limited.

Investor Relations

The Group's senior management maintains close communications with
investors, analysts, fund managers and the media by various channels,
including roadshows, individual interviews, media briefings and news
releases. The Group also responds to requests for information and
queries from the general public.

Our Board welcomes the views of shareholders on matters affecting
the Group and encourages them to attend shareholders’ meetings to
communicate directly any concerns they might have to our directors.

Corporate Governance - A Continuing Process

Corporate governance is a continuing process, which the PYI board of
directors reviews systematically on an ongoing basis. PYI will continue
to be managed in a manner attuned to the times, consistent with all
relevant rules and regulations and in accordance with the Group’s
mission.

By Order of the Board

Elsa wong
Company Secretary

Hong Kong, 7 July 2006
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