CORPORATE GOVERNANCE REPORT

TEERME

MAKING CORPORATE GOVERNANCE A PART OF PYI
CULTURE

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

To ensure that corporate governance is part of corporate culture,
this year, PYI has kept abreast of the new amendments on the
Rules Governing the Listing of Securities (the “Listing Rules”) on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
implemented in January 2009 and has continued to provide
corporate governance training to the management of subsidiaries
in the Mainland. Recently, PYI has finalised and will adopt shortly
its Code of Conduct which covers areas such as bribery and
corruption, conflicts of interest, disclosure of information and
discriminations.

PYI has applied the principles and complied with all the applicable
code provisions of the Code on Corporate Governance Practices
("CG Code”) as set out in Appendix 14 to the Listing Rules, and
has adopted some of the recommended best practices for the year
ended 31 March 2009.

PYI has also adopted the Model Code for Securities Transactions

by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules applicable to PYI directors as well
as senior management of PYI. After having made specific enquiries,
all directors and senior management of PYI have confirmed their
compliance with the required standard set out in the Model Code
during this financial year.

PYI directors has complied with the requirement of Securities and
Futures Ordinance regarding disclosure of their respective interests
in PYI and its associated corporations during the year. PYI directors’
interests and short positions in shares, underlying shares and
debentures of PYl and its associated corporations are disclosed in
the Directors’ Report on pages 88 to 91 of this annual report.

We report below on the corporate governance principles and
practices adopted by the Group.
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SHAREHOLDERS

Protecting shareholder interests is paramount

ENSURING EQUITABLE TREATMENT

All PYI shareholders are entitled to attend and vote at general
meetings in accordance with PYI's bye-laws and the applicable laws
of Bermuda.

Despite the mandatory requirement that any vote of shareholders at
a general meeting must be taken by poll imposed in January 2009,
voting on resolutions put forward at all PYI's general meetings has
always been taken by way of poll since 2006 to ensure that PYI
shareholders can exercise their control in proportion to their equity
ownership. All poll results have been published and posted on the
websites of PYI and of the Stock Exchange.

Below is a summary of the PYI's general meeting held during the
year 2008/09:
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SUMMARY OF PYI'S GENERAL MEETINGS HELD DURING THE YEAR

EAFEETHRERRASHE

2008 Annual General Meeting
2008 RRBFRE

v Approval of the 2008 audited accounts
iB2008F A EZARE

/ Approval of the 2008 final dividend in the form of warrants
3838 A R AR AR FE 1F /520084 [E A AR HARR B

V4 Re-election of Dr Chow Ming Kuen, Joseph, Mr Kwok Shiu Keung, Ernest and Mr
Leung Po Wing, Bowen Joseph as directors (by separate resolutions)
FEEARAREEL  FLREERREBRAEERES (UBEDRERN T AET)

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

per annum for all directors
MBETREES LB THBIBEF4,000,0008 THEEFHES

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

to fix their remuneration

BEZEEY s HERT ST ARENMERXEEERETANE

v/ Approval of the issue of 1-year warrants
H/EEIT —FHIR R ER

% of Votes Cast For
B EHENLE

100%

99.71%

100%

100%

99.9%

100%
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SUMMARY OF PYI'S GENERAL MEETINGS HELD DURING THE YEAR - continued
EXEERTHRERRASHE-&

2008 Annual General Meeting % of Votes Cast For
2008FRRBFAE EREHENLR

s/ Grant of special mandate to directors to allot warrants and to issue shares upon
exercise of warrants 100%
AT E S R PARC 3 PR B B X A SR AR A R AT (R B BT AR D

/  Grant of general mandate to directors to issue additional shares

. P e 93.15%
T B BT 0 — R ’
v Grant of general mandate to directors to repurchase shares 100%
(o)
BTEFEBRN N —RXE
/  Extension of the share issue mandate to directors 93 15%
— = . (]
BARTERHITROZEN
v Refreshment of the 10% limit on grant of options under PYI's share option scheme 94 389%
o (]

FRARIR R I B A AT IR B I 2 10% R 58

v/ Approval of the refreshment of the 10% limit on grant of options under the share
option scheme of Paul Y. Engineering Group Limited 94.66%
HEEFRBEREZEEEGR O ABRET SR LBREZ10%RE

MAINTAINING EFFICIENT SHAREHOLDER HEEERENRREBRZHE

COMMUNICATIONS AND PARTICIPATION R A TR REREA LRSS

PYI endeavours to maintain effective communication with all PYI BVRTE - ARATIE EVERIREVEER] - 85 ) BLFT

shareholders so as to enable them to make informed decision on ERREFBEUNER

matters relating to their investment and the exercise of their rights

as shareholders in PYI. REZBHNEFERFHABRE DEURNTHE
M BN MEF IR BAEE - ARM

PYI has established and maintained different communication REEZY  EBRBANBERNBEZEM MR

channels with its shareholders through the publication of annual 2 48 5 —www.pyicorp.com IR A E # It S & ©

and interim reports, announcements as well as news releases to

provide extensive information on the Group’s activities, business REREBRRRGR/RERRMEERIELES

strategies and developments. Such information is also available on EZXBEAH—EABEETE-

PYI website — www.pyicorp.com.
FERENEEFNSAERBERIERTHERER
PYI regards its shareholders’ meetings as valuable forum for PYI RRE - LA FERERREIER »
shareholders to raise comments and exchange views with the
Board.

All directors and senior management of PYI will make an effort

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

Moreover, simultaneous translations have been arranged during
general meetings, providing language support in English and
Cantonese, thereby catering the needs of those fluent in any one of
the two languages.

BOARD OF DIRECTORS

Building effective board is key to good corporate governance

PROVIDING RESPONSIBLE AND EFFICIENT LEADERSHIP

The primary role of the board of directors of PYI (“Board”) is to
maximize long-term shareholder value. It assumes the responsibility
for providing effective and responsible leadership and control of the
Company, and directing and supervising the Company’s affairs in
pursuit of the Group’s strategic objectives.

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

To enhance efficiency, the Board has delegated the Managing
Director the day-to-day leadership and management of the Group.
The senior management of the Group, on the other hand, is
responsible for the management and administrative functions and
the day-to-day operations of the Group under the supervision of
the Managing Director. The corporate governance structure of PYI
is disclosed in this report at page 52.
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TEERBE
Below is a summary of specific matters which are reserved for the NTREEREEEBNHE -
Board:

SUMMARY OF SPECIFIC MATTERS RESERVED FOR THE BOARD

EEREEEBNRE
v Financial reporting and control
BF 75 BR SN Ba 2
Ve Equity Fund Raising
BARER
v/ Recommendation/declaration of dividend or other distributions
PR BB H M D IREZHE KT K
v Notifiable transactions under the Listing Rules
CEMHRAD A ET RMHIRZ S
v Capital reorganisation or other significant changes in the capital structure of the Group
EARBHESIAEEEREENEMMERNE
CREATING SUCCESS BY WAY OF INDEPENDENT LB S R i (=S
GOVERNANCE AREHERIE LB REOLREAGER
To ensure that the Group upholds its commitment to strong 2008/090 M EE - EERFER R B IR
corporate governance, the Board is composed mainly of 5 TEFEK HEERKXE=Z92Z2—NUE-ME
independent non-executive directors throughout the 2008/09 EREEGIKE - RIDIMARBEILIFNTES -

financial year, representing more than one-third of the Board.

Also, a majority of the members of the Board committees are

independent non-executive directors.

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

Independent Non-Executive Directors Executive Director Non-Executive Director
BAFHTES BITES FHTES
Dr Chow Ming Kuen, Joseph EBR#EIE L (Chairman £ /&) Mr Lau Ko Yuen, Tom Dr Chan Kwok Keung, Charles
Mr Kwok Shiu Keung, Ernest 2503855 4 + ASREE + BREIE BT
Mr Chan Shu Kin BRES/ER S04 (Deputy Chairman &
Mr Leung Po Wing, Bowen Joseph 28 55 4 Managing Director
Mr Li Chang An Z2% L4 FIEEFEH)
Brief biographical details of the above directors are set out on pages FPRENEENENFBRARANFE RN E39E
39 to 41 of this annual report and are also available on PYI website ME BERERTEEHNREDLE —www.
— WWW.pyicorp.com. pyicorp.com °
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The majority composition of independent non-executive directors
(including one who has appropriate professional qualifications, or
accounting or related financial management expertise, as required
by the Listing Rules) ensures that the Board’s actions account for
the interests of all shareholders and that all issues are considered in
a balanced and objective manner.

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

Further, as stipulated by PYI's bye-laws, each director (including
non-executive director) is required to retire by rotation at least once
every three years and thus seek re-election at the annual general
meeting; and any directors appointed during the year by the Board

following the recommendation of the Nomination Committee stand

for election at the first general meeting after their appointment.
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SUCCESSFUL RE-ELECTION AT 2008 ANNUAL GENERAL MEETING

JEFI 72008 F RRBFAELEER

Retired by rotation Dr Chow Ming Kuen, Joseph, Mr Kwok Shiu Keung, Ernest and

B E R

Mr Leung Po Wing, Bowen Joseph
BARERL BLBREERRERLE

/ aterm of approximately three years until the conclusion of the annual general meeting

to be held in 2011

ERO=F  EE2011FREBF K

ENDEAVOURING TO STRONG INDEPENDENCE

In addressing the interest of PYI shareholders, PY| has emphasised
transparency and accountability. Fittingly, the Group’s goal has
been to conduct businesses that are overseen by those with broad
experience while maintaining objectivity and independent views.
Endeavouring to clearly delineate positions of responsibility, the
Chairman and Managing Director of PYI are held by two separate
individuals.
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CHAIRMAN MANAGING DIRECTOR
e 3 B
Responsibilities Dr Chow Ming Kuen, Joseph E R #EE + Mr Lau Ko Yuen, Tom 85 R &£

=
WE o/ Provides leadership for the Board

HEZREELSER

o/ Responsible for overseeing the
functioning of the Board
BREREZRTERANERE

As a commitment to good corporate governance, the chairman of
PYI has, in particular, performed the following tasks:

v ensured that the Board works effectively and discharges its
responsibilities, and that all key and appropriate issues are
discussed by the Board in a timely manner; and

v hold meetings with the non-executive directors (including
independent non-executive directors) without the executive
director present.

Each independent non-executive director has confirmed his
independence with the Stock Exchange upon his appointment
pursuant to the Listing Rules.

Each of the Board members is totally unrelated to each other and

with the senior management in every aspect including financial,
business, or family.
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/  Leads the management
BEEHEE

s/ Formulates operational strategies
and policies, as well as managing the
Group’s day-to-day operations
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Further, each director has made disclosure of his interests or
potential conflict of interests, if any, in the proposed transactions

or issues discussed by the directors at the Board meetings (and
abstained from voting on the relevant resolution as appropriate) as
well as notified changes in personal particulars to the Company in a
timely manner.

EMPHASIZING ACCOUNTABILITY THROUGH EFFECTIVE
DELEGATION

In order to ensure that the Board plays an effective role in steering
the Group to do businesses in the interest of shareholders, a
schedule of regular Board meetings to be conducted within a year
are issued well in advance to all members, thus well-organising

the more participation by the directors in every meetings. Within
the year, 9 Board meetings were held of which one was convened
to discuss, consider and approve a discloseable transaction. Most
directors recorded over 80% attendance in regular Board and Board
committees meetings held during the year in which three directors
recorded 100% attendance as indicated in the following table.

In addition to regular attendance at Board and Board committees
meetings and in order to have a better understanding of

the business operations of the Group, directors including all
independent non-executive directors have participated regular field
trips to places in China in which the Group operates its businesses.

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

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

ATTENDANCE RECORD OF MEETINGS

BRHELHE
Board Committees EZRBTZEE
Share

Board Audit Remuneration ~ Nomination ~ Compliance ~ Repurchase  Shareholders

E2R B HH 4 R Rftmi R
Number of meetings held during the year

e 2 1 1
EABFREAY ? 6 ’ 0
Independent Non-Executive Directors
BYFHTES
Dr Chow Ming Kuen, Joseph IR+ 9/9 6/6 2/2 1/1 3/3 171
Mr Kwok Shiu Keung, Ernest 303854 8/9 5/6 2/2 1/1 3/3 171
Mr Chan Shu Kin BR824 9/9 6/6 3/3 0/0 171
Mr Leung Po Wing, Bowen Joseph 2E 554 8/9 6/6 2/2 171
Mr Li Chang An ZE2% %44 6/9 0/1
Executive Director
HTES
Mr Lau Ko Yuen, Tom 2l R %% 9/9 2/2 1/1 0/0 171
Non-Executive Director
FHTES
Dr Chan Kwok Keung, Charles BBl 18+ 3/9 0/1
Group Legal Counsel and Company Secretary
KEERBERNANE
Mr Ko Hiu Fung S IE L4 (YAl
A Mr Ko Hiu Fung was appointed as Company Secretary with effect from 24 October 2008.
HI2008F 10 H24F R @ BEEIEFL L EZ ERRAIHE ©
Regarding the principles, procedures, and arrangements for regular FEEHeRNRA B2 #T£E8

meetings, the Board committees have adopted, to a large extent,
the same principles, procedures, and arrangements as that of a
full Board meeting. The minutes for all of the regular Board and
Board committee meetings are recorded in sufficient detail and are
kept by the Company Secretary, subsequently distributed to each
director within a reasonable time period so as to ensure the prompt
execution of decisions made. In the event where independent
professional advice is required, the seeking of such advice must
abide by pre-approved procedures. Appropriately, the directives
that have been implemented by different Board committees are
summarised below.
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REMUNERATION OF DIRECTORS = = & i

Developing a scheme that properly motivates executives is #IE — 1816 & B TTHA B 51 8| < REFam
rewarding to shareholders

REMUNERATION COMMITTEE

FEES
Composition Independent Non-Executive Directors Executive Director
AR BUBTES HITES
Dr Chow Ming Kuen, Joseph /&3 & & (ChairmanZ /&) + Mr Lau Ko Yuen, Tom 2= R &4
Mr Kwok Shiu Keung, Ernest %843 5t 4
Mr Leung Po Wing, Bowen Joseph 2 & % % 4
Role & Function / Reviews the remuneration policy of the Company
£ & BB gE e YNGR N2 ee
v/ Makes recommendations to the Board on the policy and structure for all remuneration
of directors and senior management and on the establishment of formal and transparent
procedures for developing a policy on such remuneration
REEFHSREERBENTFNBERRERE  URAFTZEMEBR  RE—EEAMASE
HENER MESRELEEER
o~/ 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
REFMBATESNERAEEENAREH  2EEYINR  RASENEFEESE (BEHR
EARNRIEHBEZERENNEA/EES)
/ Makes recommendations to the Board of the remuneration of non-executive directors
MEFRHEZIENITESHHM
PERFORMANCE-BASED REMUNERATION POLICY BME R E W BUER
The director’s fee was determined with reference to factors ESMue H2ESRBARET  RERTTS
including the prevailing market conditions, salary paid by B BRIARMXN 2 HERKF - EFRHRE
comparable companies, the duties and responsibilities of the B Efhin 5 2 BIEGHFARESRAZER -
director, employment conditions elsewhere and the time committed
by the director. BERBRRITTEWR A EAF &= EAE B F =B
HERTHEEEMNER  ME —RMEHEE
A performance-based element was considered instrumental in RREEFTRT

aligning the interests of individuals with those of the Group and has
been built into top-management compensation.

w:C) REEMEB AT 200975
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PYI has adopted its own reward strategy which forms an integral RECRKMEBITNEERE  FREFHIBE
part of its remuneration policy and the basis for future awards to B ED D & B 12 RN B YA o it BRE) SRS
employees. The key aspects of such reward strategy include: WEEHBRIE:

v/ to attract and retain talents, base pay and benefits will be v ERFHRENS SR ARG K&
market competitive; BAT

v to support the growth strategy of the Group, short-term and vV  SEEARRENENANEE  BEHAE
long-term performance-based rewards will be emphasized; 38 R SR — 2

v to align employee interest with shareholders, the performance- vV BRRARERARNRER  HEEEK
based rewards will be equity-based; and RAEEMEEN: &

v equity-based reward will be considered in the light of an vV BHEEEENEXERERAUAREEES
employee’s level of responsibility and influence on the Group's HRBENTERE  ZRURMD HERN
performance and share price. =4

PYI effectively deployed the appropriate mix of its existing equity- REDEERBRALEREARD RER

based reward vehicles, including the share option scheme, share HEKT  SEBRETE - RO ZEE R

award scheme and share financing plan. DRVEEHE -

SUMMARY OF WORK PERFORMED
THERE
v Recommended the aggregate amount of directors’ fees for shareholders’ approval at 2008 annual general
meeting

EREEN M - HIRRE2008FRFBFRE Lt/

v Reviewed and approved the remuneration packages of senior executives in line with market remuneration
packages level
AT M e BT 35 3 B 8 K ) S ARTTIR A BBV B 508

V4 Granted share options in lieu of cash bonus payment for fiscal year 2008 and as incentive to employees
BB IRE T 8 AR B20080 M F & 2 B & E M IERZE
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NOMINATION OF DIRECTORS EBERE

Selecting individuals with complementary expertise and PE— L[ BT EEE AL BEA] B4
independence can serve shareholders better b 3R R Ik

NOMINATION COMMITTEE

REZRES

Composition

AR

2 Independent Non-Executive Directors Executive Director
BYFHITES BITES
Dr Chow Ming Kuen, Joseph BB #& 18 + (Chairman£ /&) Mr Lau Ko Yuen, Tom 2l2 B & 4

Mr Kwok Shiu Keung, Emest %8438 5t 4

Mr Chan Shu Kin R 82 5 4 Dr Chan Kwok Keung, Charles BEEI % +
(Alternate to Mr Kwok Shiu Keung, Ernest (Alternate to Mr Lau Ko Yuen, Tom
EAZL %55 EHFBRAYL)

Role & Function

At RMNE

Reviews the structure, size and composition (including the skills, knowledge and
experience) of the Board on a regular basis and make recommendations to the Board
regarding any proposed changes

EHRANEZRNEE  ABRAK (BERKEE  AFRECRAH) Wt EBEEZSRE
ERRLES

Identifies individuals suitably qualified to become Board members and selects, or
makes recommendations to the Board on the selection of, individuals nominated for
directorships

NEREBEERNGBANRETES SERNEZREREFALHEES

Assesses the independence of independent non-executive directors
ARBEYFMITERNE LML

Makes recommendations to the Board on matters relating to the appointment or re-
appointment of directors and succession planning for directors, in particular, the
Chairman and Managing Director

MEZRREEESZERENEME URES(LEREFHEAH) #EFEEHENER

w:C) REEEARAT 2009FH O3
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EHEARE

NOMINATION PROCEDURES, PROCESS AND CRITERIA
RERR - BREURER

SUMMARY OF WORK PERFORMED
THERR

v Nominated the retiring directors for re-election by shareholders at 2008 annual general meeting
REREEFH2008FRFBEFAG LEREEL

J/  Reviewed and assessed individual independent non-executive director’s annual confirmation of independence
declared pursuant to Rule 3.13 of the Listing Rules
FH RFRBIIFRTES R EMAR R F3 136 R R FE B L ER K

On 17 July 2009, the Nomination Committee made an annual REZEZESB 2009678178 @ RIEFTEBILIE
assessment on the independence of all independent non-executive MITERBR(ETRADEIBERMAREZFE
directors based on their annual confirmation of independence B MR K B P TR AR - R
declared pursuant to rule 3.13 of the Listing Rules, and confirmed RE—BBEILIFEPTEEFECLETRANE33
that each of these directors were able to meet the guidelines GRATEBRMNIES  WIUDBE AL -

as set out in rule 3.13 of the Listing Rules and continued to be
independent.
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ACCOUNTABILITY AND AUDIT B EEZH
Adding value to Board operation by performing powerful oversight TEABFEE - BIER SR HE L EFER T H T8
function of internal control, reporting and compliance systems EERIIEE  TREREFREESE

AUDIT COMMITTEE

EREES
Composition 4 Independent Non-Executive Directors
AR BUEHTES
Mr Chan Shu Kin BR &1 B2 £ 4 * (ChairmanZ/E)
Dr Chow Ming Kuen, Joseph EIBA# &+
Mr Kwok Shiu Keung, Ernest 3843 5 4
Mr Leung Po Wing, Bowen Joseph 2% 4 % &
*  Mr Chan Shu Kin currently is a certified public accountant with extensive experience in auditing,
accounting and financial management services.
BREIBR L LR R —EHEE A ERH - B RYUBEERE S EEAEEE5R -
Role & Function v/ Appoints external auditor
AEEBEE Z (SN BED

/ Reviews the Group’s financial information
EHNAEEMBER

o/ Oversees the Group’s financial reporting system and internal control procedures
ELE RS BB R R E A EB B AR

s/ Reviews the interim and final results of the Group prior to recommending them to the
Board for approval
ERXGEZRIEZNEHNRNEE P RN RAXEE

o/ Meets regularly to review financial reporting and internal control matters and to this end
has unrestricted access to both the Company’s external and internal auditors
THHSEMAVBRRNARLELREEE - TEGA AU B M AR RAR R IMNE KA EDZ

SRANERIS B
Report on work / Reviewed unaudited interim consolidated financial statements and audited annual
performed consolidated financial statements of the Group with a recommendation to the Board for
I{EHRE approval

ZHARBEREERNPHRGEUBRENEEBENFESRAVBERE  URREERHBB

o/ Reviewed internal control and risk management framework of the Group
FE AN BN S R B R B AR

s Received and reviewed progress reports on internal control, risk management and
internal audit actions implemented/planned by the Group
M REHAIZES - ARERERAEEFEBIGHEIEAIBES TIENERRE

v/ Approved audit fee proposal of external auditor in connection with the review of the
Group’s 2009 interim results
BUESNEZ AT B BB B AR R E2009F R X B AR R E

/ Met with external auditor in the absence of executives of the Group
EREAREERABESNERT - & RINSZEM
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DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATION
FINANCIAL STATEMENTS

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

The statement of the auditors of the Company concerning their
reporting responsibilities on the consolidated financial statements of
the Group is set out in the Independent Auditor’s Report on pages
99 and 100 of this annual report.

INTERNAL CONTROL

Responsibility

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

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

v Effectiveness and efficiency of operations

v Reliability of financial reporting

v Compliance with applicable laws and regulations.

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

of the Group’s system of internal control and reports to the

Board regularly. This review covers areas of material control

including financial, operational and compliance controls, and risk
management systems.
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Risk Management

To cope with the risks associated with the achievement of its
business objectives in a continually changing environment, the
Group has recognized the importance of risk management and has
performed risk assessment to evaluate the nature and extent of the
risks to which it is exposed. During the risk assessment process, the
Group is able to identify the key risks facing the Group. The risks
are prioritized according to the likelihood of their occurrence and
the seriousness of their impact to the Group and risk management
measures are in place to manage the risks to an acceptance level.

Review of Internal Control System

Management at business units level is required to perform control
self assessments annually to assess the effectiveness of their
systems of internal control. The control self assessment is in the
form of questionnaire that sets out key factors in each of the five
components of the COSO Internal Control Integrated framework.
These five interrelated components are Control Environment, Risk
Assessment, Control Activities, Information & Communication and
Monitoring.

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

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

In respect of the year ended 31 March 2009, the Board was not
aware of any significant issues that would have adverse impact on
the effectiveness and adequacy of the internal control system of the
Group.

BREE
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Review of Accounting and Financial Reporting Function

Despite the removal of the requirement for a qualified accountant
in the Listing Rules effective on 1 January 2009, the Group
continues to maintain a team of qualified accountants to oversee
its financial reporting and other accounting-related issues in
accordance with the relevant laws, rules and regulations.

In compliance with the new code provision (C.2.2) of CG Code
which took effect on 1 January 2009, the Board has, through

the Audit Committee, reviewed the adequacy of resources,
qualifications and experience of staff of the Group’s accounting and
financial reporting function, and their training programmes and
budget, and was satisfied with the result of the review.

EXTERNAL AUDITOR

Deloitte Touche Tohmatsu (“Deloitte”) has been re-appointed as
the Company’s external auditor at 2008 annual general meeting
until the conclusion of the next annual general meeting. The Audit
Committee in its meeting on 16 July 2009 recommended the re-
appointment of Deloitte as the Company’s external auditor at 2009
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.

iR YT IE R B GERY 12 5T

RE2009F 1 AMABKETRADPEBREERE
FTEIRMECWME  BEASEEEREAEER
SEREK  UEEEENVBEERREMES
HEEEREERER  RARKRE -

BESFR2009F1 A1 8 A RKCRE TR B FE
SFAMEX(EC221K) EEREERABEZEES
HAEEEGH R HERBENER BIH
BREREER  ARMBPEZNEIIREBEE
FEELTRERHOBRE  WHBRAERETR
mE o

SMEERZ BB

g e EMR A FETANIT ([2F]) B H20084F ik
REFAG LEHEmAAARINEZEA &
AT —ERRBEFAEERAL -BRZEERN
20097168 2 &€& F 2 A E2009F IR R A F
ARG LEHNERAEYBAARINEZEE - ME
ERMEEZZEGZER —H -

BTREFEBY EZHTZEERLEELRS
BRI IERZERE  UARTSBEEEBLME
RN WEHBEZE B S ENIERERE

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

ENRENTFEINZERFLBBREH

Services Rendered R R 2009 2008

HK$'000 HK$'000

FET FHET

Audit services % B 75 6,425 6,838
Non-audit services IEAZ BRAR 7%

Taxation advisory I FER 382 344

Special engagements HELE 1,963 9,573

Total FEE 8,770 16,755
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COMPLIANCE COMMITTEE

EREEE
Composition Independent Non-Executive Directors Company Secretary
R BYFPITES NS
Dr Chow Ming Kuen, Joseph BIBA#E &+ (ChairmanZ /) + Mr Ko Hiu Fung =B %t 4
Mr Kwok Shiu Keung, Ernest 38038 % 4
Mr Chan Shu Kin BRfS 22 5% 4
Role & Function o/ Oversees the Company's compliance with the legal and regulatory requirements of its
A HEE business operations

EERRNRAEEBEEE L EERE R TNER

o/ Reviews and approves the Company’s code of conduct and/or business ethics, policies
and prevailing corporate governance practices and standards, and oversees their
implementation and compliance
BBEARRBNTRTR M/ EERT BERERTEEEAERNEL  YEREMNER
KBFIER

Summary of work / Review of Corporate Governance Report for the year ended 31 March 2008

performed EBIH 22008F3A31 B IEFEZ(BEERRE)
THERE / Review of updated compliance reports submitted by Company Secretary

EHARMEFENEHERENLHRE

SHARE REPURCHASE COMMITTEE

ROAEBEES
Composition 1 Independent Non-Executive Directors Executive Director
AR BIUFHTES HiTES
Mr Chan Shu Kin BRI B 5L 4 (ChairmanZ /&) + Mr Lau Ko Yuen, Tom Zl@ R & 4
Dr Chow Ming Kuen, Joseph BB # &+
(Alternate to Mr Chan Shu KinZ (LB B85 4)
Role & Function / Exercises the general mandate granted by shareholders to the Board to repurchase
£ & BB 8t shares of PYI in accordance with the Listing Rules, PYI's bye-laws and the applicable laws
of Bermuda
BECEMHRAD REAFRMBRAINRBREEREE TERIEEESBRBRERD 2
- W]
Summary of work  During the year, no meeting was held by the Share Repurchase Committee
performed RER - ROOBEZE SV ECHSE
ITHERE
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PROMOTING TRANSPARENCY VIA CLOSE
COMMUNICATIONS

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

For shareholders and stakeholders of the Group, a comprehensive
website is maintained to facilitate two-way communications.
Investors are also made aware of PYI's latest developments by
way of announcements and circulars published by the Company.
Certainly, management has taken every step possible to keep
relevant parties well informed, including international roadshows,
investor meetings, media briefings and analyst conference calls.

CORPORATE SOCIAL RESPONSIBILITY

For the good of our community

In 2008, while the Group strived to maintain profitability in the
challenging economic times, we also remained dedicated to
corporate social responsibility in various areas, internally and
towards to the community. With our focus on caring for our

staff, as well as for the society, the Group was credited with the
respected “Caring Company” award from the Hong Kong Council
of Social Service. Let us share with you how the Group contributed
to the society in the past year.

The Group sees excellent potential in the youths of today’s society
and hence invested in their future through the collaboration

with various educational bureaus in the Mainland. In 2008, we
continued to sponsor study tours to Hong Kong and Macau for
secondary students who performed exceptionally in Wuhan and
Nantong. So far more than 100 secondary students have attended
the study tours and witnessed the international business world

by visiting the Stock Exchange, The Legislative Council and major
infrastructure in Hong Kong. We firmly believe in these cultural and
educational exchanges and plan to organize more of these tours for
the elite youths.
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Together, we have witnessed the destruction caused by the
devastating earthquakes in the Sichuan Province in May 2008.
Our hearts went out to those who suffered the loss of their homes
and their beloved. To help them rebuild their lives, the Group
appealed to our staff in Hong Kong, Beijing, Shanghai, Nantong,
Chonggqing, Guangzhou, Hangzhou and Wuhan for donations,
double-matching every cent that was given. With these efforts,
the Group raised and donated over HK$6,000,000 to the 512
Earthquake. In addition, the Group also donated RMB200,000 to
the Fu Hui Charity Foundation for the rebuilding of an old school
in the Sichuan Province. We sincerely hope that the donations have
benefited the community there.

On the environmental front, the Group has implemented a
comprehensive range of environmental protection facilities at

its development sites. The ecology of our community is of great
importance to us and we will maintain these efforts throughout our
development sites in the coming year.

Besides caring for the community, the Group is also committed
to providing a friendly environment for our staff internally. Our
company policies are drafted with the employees needs in mind,
while balancing the Company’s sustainability. Being awarded
“Caring Company” has encouraged us to continue our efforts in
company welfare policies.

Looking to the year ahead, we would like to devote our best

abilities to be a responsible and caring corporate citizen while
remaining focused on our goals to maintain profitability.

By Order of the Board

Ko Hiu Fung
Company Secretary

Hong Kong, 17 July 2009
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