The Company is committed to maintaining statutory and regulatory
standards and adherence to the principles of corporate governance
emphasizing on transparency, independence, accountability,

responsibility and fairness.

The Company has applied the principles of the Code provisions
under the Code on Corporate Governance Practices contained in
Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
throughout the year ended 31 March 2006 (“the year under
review”), save for the deviations from Code Provision A.2.1 and

A.4.1 as discussed below.

The Board of Directors (the “Board”) has the collective responsibility
for leadership and control of the Company. The function of the
Board is to manage the Company in a responsible and effective
manner and in compliance with the applicable standards, laws
and regulations, and act in the best interest of the Company and
its shareholders at all times. The Board sets strategies for the
Company and monitors the performance and activities of the senior

management.

The Board currently comprises seven executive directors and three
independent non-executive directors. The brief biographical details
of the directors and relationship among them are set out in the
“Biography of Directors and Senior Management”. The executive
directors are responsible for the day to day operation of the
Company whereas the independent non-executive directors are
responsible for ensuring a high standard of financial and
management reportings to the Board and shareholders as well as
to provide a balance composition in the Board so that there is a

strong independent element on the Board.
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The Board holds meeting whenever it sees necessary and when

requires with and without management to discuss and response

to matters of particular interest. During the year under review, the

Board held eight meetings, the attendance records of the individual

directors as follows:

Name of Directors

Executive Directors:

LIANG Jin You (Chairman &
Managing Director)

LI Kwo Yuk (Deputy Chairman)

LEUNG Kin Yau

OU Jian Sheng

DENG Ju Neng

LIN Dong Hong
(resigned on 15 March 20006)

CHEN Vee Yong, Frederick
(appointed on 15 March 20006)

Independent Non-executive Directors:

LO Ming Chi, Charles
LO Wah Wai
ORR Joseph Wai Shing

Number of

meeting attended

7/8
8/8
6/8
6/8
6/8

1/7

1/1

4/8

5/8
6/8
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Directors who are considered having conflict of interest or material
interests in the proposed transactions or issues to be discussed,
would not be counted in the quorum of meeting and would

abstain from voting on the relevant resolution.

All Directors have access to the Company Secretary who attended
all the scheduled Board Meeting and is responsible for ensuring
that the Board procedures are being complied with, and advising

the Board on compliance matters.

Code Provision A.4.1 specifies that non-executive directors should

be appointed for a specific term, subject to re-election.

The independent non-executive directors of the Company were
not appointed for a specific term but are subject to retirement by
rotation and re-election at the general meeting of the Company in

accordance with the provisions of the Company's bye-laws.

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code of conduct regarding securities
transactions by the directors. All directors of the Company have
confirmed, following specific enquiry by the Company, that they
have complied with the required standard set out in the Model
Code throughout the year ended 31 March 2006.

Code Provision A.2.1 provides that the role of Chairman and Chief
Executive Officer should be separated and should not be performed
by the same individual. Mr. LIANG Jin You is the Chairman of the
Company but there is no chief executive officer appointed to the
Board. The Company might consider appointing a chief executive

officer in the event that it could locate appropriate personnel.
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The Remuneration Committee was set up in July 2005 with specific
terms of reference of reviewing the Company’s policy and structure
on the remuneration of directors and senior management of the
Company, making recommendation to the Board on the
remuneration of the directors and senior management of the
Company and advising shareholders of the Company how to vote
with respect to any service contracts of directors that require

shareholders” approval under the Listing Rules.

The current members of the Remuneration Committee are Mr. LO
Ming Chi, Charles, Mr. LO Wah Wai and Mr. ORR Joseph Wai
Shing. In line with good and fair practice, the Committee currently

consists of all independent non-executive Directors.

The emoluments of the directors of the Company are decided by
the Board of Directors, as authorised by the shareholders at the
annual general meeting having regard to the operating results of
the Company, individual performance and prevailing market
conditions. The Company has also adopted a share option scheme
as an incentive to directors and senior management. The Board
conducts regular review of the structure and composition of the
Committee with particular attention to the skills, knowledge and

experience of individual members.

No Remuneration Committee meeting has been held for the year
ended in 31 March 2006.
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The directors acknowledge their responsibility to present a
palanced, clear and understandable assessment relating to annual
and interim report, price-sensitive announcements and other
financial disclosures under the Exchange Listing Rules, and reports
to regulators as well as to information required to be disclosed
pursuant to statutory requirements. As at 31 March 2006, the
directors are not aware of any material uncertainties relating to
events or conditions which may cast significant doubt upon the

ability of the Company to continue as a going concern basis.

The statement of the external auditors of the Company about their
reporting responsibilities on the consolidated financial statements
is set out in the Auditor’'s Report on page 37. The remuneration
paid to the external auditors of the Company in respect of audit
services for the year ended 31 March 2006 amounted to
HK$380,000.

The directors acknowledge their responsibility in ensuring the
Company maintaining sound and effective internal controls to
safeguard the shareholders’ investment and the Company’s assets,
and have conducted an annual review on the effectiveness of the
Group’s internal control system. The review includes financial,
operational and compliance control and risk management

functions.

The Company has established an Audit Committee with specific
written terms of reference. The terms of reference of the Audit
Committee have included the duties which are set out in the
Code Provision C.3.3 of the Code, with appropriate modifications

when necessary.
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The current members of the Audit Committee are Mr. LO Ming
Chi, Charles, Mr. LO Wah Wai and Mr. ORR, Joseph Wai Shing. A
total of two meetings have been held in the year under review
and the individual attendance of members are as follows:—

Name of members

No. of meeting attended

Mr. LO Ming Chi, Charles

(Chairman) 2/2
Mr. LO Wah Wai 2/2
Mr. ORR, Joseph Wai Shing 2/2

The Audit Committee reviewed the interim and full year
consolidated financial statements, including the Group’s adopted
accounting principles and practices, internal controls, and financial
reporting matters in conjunction with the external auditors. The
Audit Committee endorsed the accounting treatment adopted by
the Company and had the best of its ability assured itself that the
disclosure of the financial information in this report complies with
the applicable accounting standards and Appendix 16 of the Listing

Rules.

The Company continues to enhance communications and
relationships with its investors. Designated management personnel
maintains regular dialogue with institutional investors and financial

analysis to keep them abreast of the developments of the Company.

To promote effective communication, the Company also maintains
a website www.artfield.com.hk where information and updates
on the business developments and operation, financial information,

corporate governance practices and other information are posted.
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