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NOTES TO THE ACCOUNTS && B 5%

1. PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the

preparation of these accounts are set out below:
(@) Basis of preparation

The accounts have been prepared in accordance
with accounting principles generally accepted in
Hong Kong and comply with accounting standards
issued by the Hong Kong Society of Accountants
(“HKSA”). They have been prepared under the
historical cost convention modified by the
revaluation of investment properties and other
properties, and the marking to market of certain
investments in securities as explained in the

accounting policies set out below.

In the current year, the Group adopted the
Statement of Standard Accounting Practice 12
(revised) “Income Taxes” issued by the HKSA which
is effective for accounting periods commencing on

or after 1 January 2003.
(b) Group accounting

The consolidated accounts include the accounts
of the Company and its subsidiaries made up to 31
December. Subsidiaries are those entities in which
the Group controls the composition of the board
of directors, controls more than half of the voting
power or holds more than half of the issued share

capital.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
profit and loss account from the effective date of
acquisition or up to the effective date of disposal,

as appropriate.
All significant intercompany transactions and

balances within the Group are eliminated on

consolidation.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(b)

(0

(d)

Group accounting (continued)

In the Company’s balance sheet, the investments
in subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of

dividends received and receivable.

Investments in subsidiaries

Investments in subsidiaries in the Company’s
balance sheet are stated at valuation which
represents the net asset value as at the date of
acquisition pursuant to the reorganisation of the
Company and its subsidiaries in connection with
the listing of the Company on The Stock Exchange
of Hong Kong Limited less any provisions for
diminution in value which is other than temporary
as determined by the directors for each subsidiary
individually. Any such provisions are recognised

as expenses in the profit and loss account.

Associate

An associate is a company, not being a subsidiary,
in which an equity interest is held for the long-
term and significant influence is exercised in its

management.

The consolidated profit and loss account includes
the Group’s share of the results of an associate for
the year, and the consolidated balance sheet
includes the Group’s share of the net assets of an
associate and also goodwill (net of accumulated

amortisation) on acquisition.

Equity accounting is discontinued when the
carrying amount of the investment in an associate
reaches zero, unless the Group has incurred
obligations or guaranteed obligations in respect of

the associate.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(e) Fixed assets

(iy Fixed assets are carried in the consolidated

balance sheet on the following bases:

investment properties with an unexpired
lease term of more than 20 years are
stated at their open market value which
is assessed annually by external qualified

valuers;

other properties are stated at their
revalued amount, being their fair value
on the basis of their existing use at the
date of revaluation less any subsequent
accumulated depreciation. Revaluations
are performed by qualified valuers every
three years and carrying value is
reviewed by directors in the intervening
years to ensure that the carrying amount
of these assets does not differ materially
from that which would be determined
using fair values at the balance sheet

date; and

plant, machinery and other fixed assets
are stated at cost less accumulated

depreciation.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(e) Fixed assets (continued)

(i) Changes arising on the revaluation of

investment and other properties are generally

dealt with in reserves. The only exceptions

are as follows:

when a deficit arises on revaluation, it
will be charged to the consolidated profit
and loss account, if and to the extent that
it exceeds the amount held in the reserve
in respect of that same asset, or, solely
in the case of investment properties, the
portfolio of investment properties,

immediately prior to the revaluation; and

when a surplus arises on revaluation, it
will be credited to the consolidated profit
and loss account, if and to the extent that
a deficit on revaluation in respect of that
same asset, or, solely in the case of
investment properties, the portfolio of
investment properties, had previously
been charged to the consolidated profit

and loss account.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(e)

Fixed assets (continued)

(iii) Impairment and gain or loss on disposal

(iv)

At each balance sheet date, both internal and
external sources of information are considered
to assess whether there is any indication that
assets included in other properties and other
fixed assets are impaired. If any such
indication exists, the recoverable amount of
the asset is estimated and where relevant, an
impairment loss is recognised to reduce the
asset to its recoverable amount. Such
impairment losses are recognised in the
consolidated profit and loss account except
where the asset is carried at valuation and the
impairment loss does not exceed the
revaluation surplus for that same asset, in
which case it is treated as a revaluation

decrease.

Subsequent expenditure relating to a fixed
asset that has already been recognised is
added to the carrying amount of the asset
when it is probable that future economic
benefits, in excess of the originally assessed
standard of performance of the existing asset,
will flow to the Group. All other subsequent
expenditures are recognised as expenses in

the period in which they are incurred.

The gain or loss on disposal of a fixed asset
other than investment properties is the
difference between the net sales proceeds and
the carrying amount of the relevant asset, and
is recognised in the consolidated profit and
loss account. Any revaluation reserve balance
remaining attributable to the relevant asset is
transferred to retained earnings and is shown

as a movement in reserves.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

() Depreciation

(®

(i)

(if)

No depreciation is provided on investment
properties with an unexpired lease term of

over 20 years.

Depreciation is calculated to write-off the cost
or valuation of other fixed assets over their

estimated useful lives as follows:

leasehold land is depreciated on a
straight-line basis over the remaining

term of the lease;

buildings are depreciated on a straight-
line basis over the shorter of their
estimated useful lives, being 50 years
from the date of completion, and the

unexpired terms of the leases; and

other fixed assets are depreciated on a
straight-line basis over their estimated
useful lives as follows:
Leasehold land 50 years - 57 years
Buildings 46 years - 50 years
20% - 50%

20% - 33'5%

Leasehold improvements
Furniture and equipment
Plant and machinery 20%
Motor vehicles 20%

Operating leases

Leases where substantially all the risks and rewards

of ownership of assets remain with the leasing

company are accounted for as operating leases.

Payments made under operating leases net of any

incentives received from the leasing company are

charged to the consolidated profit and loss account

on a straight-line basis over the lease periods.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(h)

Revenue recognition

Revenue from the sale of goods is recognised when
the goods are delivered at customers’ premises
which is taken to be the point in time when
customers have accepted the goods and the related

risks and rewards of ownership.

Revenue from individual construction contract is
recognised by using the percentage of completion
method, measured by reference to the revenue
earned to date as determined by surveyors
compared with the total estimated revenue of the

contract.

Commission income received and receivable from
principals on distributorship agency business is
recognised when services are rendered and goods

are distributed to third parties by the principals.

Interest income is accrued on a time-apportioned
basis on the principal amounts outstanding and at

the rates applicable.

Dividend income is recognised when the

Company’s right to receive payment is established.

Rental income from investment properties is
recognised in the consolidated profit and loss
account in equal instalments over the accounting

periods covered by the lease term.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

@i

Non-trading securities

Non-trading securities are stated in the
consolidated balance sheet at fair value. Changes
in fair value are recognised in the investment
revaluation reserve until the security is sold,
collected or otherwise disposed of, or until there
is objective evidence that the security is impaired,
at which time the relevant cumulative gain or loss
is transferred from the investment revaluation

reserve to the consolidated profit and loss account.

Fair value is estimated by the directors by reference
to quoted market prices, where available, or, where
there is no open market for the investment,
following a number of general principles which
are based upon the British Venture Capital

Association guidelines as set out below.

The directors classify investments either as early
stage or development stage. Early stage investments
represent immature companies, which are typically
not earning significant maintainable profits.
Development stage investments are unquoted

investments which are not early stage investments.

Securities are stated at amounts considered by the
directors to be a fair assessment of their value,
subject to overriding requirements of prudence. All
securities are valued according to one of the

following bases:

—  Cost (less provision required);
- Earnings multiple;
- Net assets; or

—  Third party transaction.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

@

Non-trading securities (continued)

Early stage investments and development stage
investments which are acquired within one year
of the valuation date are normally valued at cost.
Provision against cost will be made in the light of
adverse circumstances, i.e. if the investment
performs significantly below expectations. Upward
adjustments to cost may be made by reference to
the price at which a subsequent issue of capital is
made, or at which a transaction for cash in the
relevant security takes place. This basis of valuation
will only be used when the transaction involves a

significant investment by a new investor.

Development stage investments held for more than
one year are valued on one of the bases described
above. Whenever possible, investments will be
valued by reference to a third party transaction or

quoted price.

Transfers from the investment revaluation reserve
to the consolidated profit and loss account as a
result of impairments are reversed when the
circumstances and events that led to the
impairment cease to exist and there is persuasive
evidence that new circumstances and events will

persist for the foreseeable future.

Profits or losses on disposal of non-trading
securities are determined as the difference between
the estimated net disposal proceeds and the
carrying amount of the securities and are
recognised in the consolidated profit and loss
account as they arise. On disposal of non-trading
securities, the revaluation surplus or deficit
previously taken to the investment revaluation
reserve is also transferred to the consolidated profit

and loss account for the year.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

()

(k)

Other investments

Other investments comprise club debentures and
are stated in the consolidated balance sheet at fair
value. Changes in fair value are recognised in the

consolidated profit and loss account as they arise.

Inventories

Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs
of conversion and other costs incurred in bringing
the inventories to their present location and

condition.

Net realisable value is the estimated selling price
in the ordinary course of business less the estimated
costs of completion and the estimated costs

necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in
the period in which the related revenue is
recognised. The amount of any write-down of
inventories to net realisable value and all losses of
inventories are recognised as an expense in the
period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories,
arising from an increase in net realisable value, is
recognised as a reduction in the amount of
inventories recognised as an expense in the period

in which the reversal occurs.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

U]

(m)

Construction contracts

When the outcome of a construction contract
cannot be estimated reliably, contract revenue is
recognised only to the extent of contract costs
incurred that it is probable will be recoverable.

Contract costs are recognised when incurred.

When the outcome of a construction contract can
be estimated reliably, contract revenue and
contract costs are recognised over the period of
the contract, respectively, as revenues and
expenses. The Group uses the percentage of
completion method as set out in note 1(h) to
determine the appropriate amount of revenue and

costs to be recognised in a given period.

The aggregate of the costs incurred and the profit/
loss recognised on each contract is compared with
the progress billings up to the year-end. Where costs
incurred and attributable profits (less foreseeable
losses) exceed progress billings, the balance is
shown as due from customers on construction
contracts, under current assets. Where progress
billings exceed costs incurred plus attributable
profits (less foreseeable losses), the balance is
shown as due to customers on construction

contracts, under current liabilities.

Accounts receivable

Provision is made against accounts receivable to
the extent that they are considered to be doubtful.
Accounts receivable in the consolidated balance

sheet are stated net of such provision.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(n)

Deferred taxation

Deferred taxation is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the accounts. Taxation
rates enacted or substantively enacted by the
balance sheet date are used to determine deferred

taxation.

Deferred tax assets are recognised to the extent that
it is probable that future taxable profit will be
available against which the temporary differences

can be utilised.

In prior year, deferred taxation was accounted for
at the current taxation rate in respect of timing
differences between profit as computed for taxation
purposes and profit as stated in the accounts to the
extent that a liability or an asset was expected to
be payable or recoverable in the foreseeable future.
The adoption of the new SSAP 12 represents a
change in accounting policy, which has been
applied retrospectively so that the comparatives
presented have been restated to conform to the

changed policy.

As detailed in note 27 to the accounts, the opening
reserves at 1 January 2002 and 2003 decreased by
HK$124,000 and HK$277,000 respectively, which
represent the unprovided deferred tax liabilities.
The profit for the year ended 31 December 2003
has been decreased by HK$110,000.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(o)

(p)

(q)

(r)

Translation of foreign currencies

Transactions in foreign currencies are translated at
exchange rates ruling at the transaction dates.
Monetary assets and liabilities expressed in foreign
currencies at the balance sheet date are translated
at rates of exchange ruling at the balance sheet
date. All exchange differences are dealt with in the

consolidated profit and loss account.

Borrowing costs

Borrowing costs are charged to the consolidated
profit and loss account in the year in which they

are incurred.

Related parties

For the purposes of these accounts, parties are
considered to be related to the Group if the Group
has the ability, directly or indirectly, to control the
party or exercise significant influence over the party
in making financial and operating decisions, or vice
versa, or where the Group and the party are subject
to common control or common significant
influence. Related parties may be individuals or

other entities.

Cash and cash equivalents

Cash and cash equivalents are carried in the
consolidated balance sheet at cost. For the purposes
of the consolidated cash flow statement, cash and
cash equivalents comprise cash on hand, short-term
deposits and bank loans with original maturity of

three months or less and bank overdrafts.
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NOTES TO THE ACCOUNTS && B 5%

1. PRINCIPAL ACCOUNTING POLICIES

(continued)

(s) Employee benefits

(1)

Long service payments

Provision for long service payments is
recognised for the best estimate of the long
service payments that are required to be made
to the employees of the Group in respect of
their services to date less any amounts that
would be expected to be met out of the

Group’s retirement schemes.

(i) Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrue to employees.
A provision is made by the Group for the
estimated liability for annual leave as a result
of services rendered by employees up to the

balance sheet date.

Employee entitlements to sick leave and
maternity are not recognised until the time of

leave.

(iii) Share option scheme

The Group operates a share option scheme
where directors or employees are granted with
options to acquire shares of the Company at
specified exercise price. No compensation
costs are recognized in the consolidated

accounts.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(s)

Employee benefits (continued)

(iv) Pension obligations

The Group’s contributions to the defined
contribution retirement scheme regulated
under the Occupational Retirement Schemes
Ordinance (“ORSO”) and AIA-JF Premium
Mandatory Provident Fund Scheme (“MPF”),
collectively known as (“Retirement Schemes”)
which are available to all employees.
Contributions to the Retirement Schemes by
the Group and employees are calculated as a
percentage of the employees’ basic salaries.
The Retirement Schemes cost charged to the
consolidated profit and loss account
represents contributions payable by the Group

to the Retirement Schemes.

The Group’s contribution to Retirement
Schemes are expensed as incurred.
Contributions to the ORSO scheme are
reduced by contributions forfeited by those
employees who leave the ORSO scheme prior
to vesting fully in the contributions. The assets
of the Retirement Schemes are held separately
from those of the Group in an independently

administered fund.
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(s)

(®

Employee benefits (continued)

(v) Bonus plans

The expected cost of bonus payments are
recognised as a liability when the Group has
a present legal or constructive obligation as a
result of services rendered by employees and
a reliable estimate of the obligation can be

made.

Liabilities for bonus plans is expected to be
settled within 12 months and are measured
at the amounts expected to be paid when they

are settled.

Segment reporting

In accordance with the Group’s internal financial
reporting, the Group has determined that business
segments be presented as the primary reporting
format and geographical segments as the secondary

reporting format.

Unallocated costs represent corporate expenses.
Segment assets consist primarily of investment and
other properties, fixed assets, non-trading
securities, other investments, inventories,
construction contracts and receivables, and mainly
exclude operating cash. Segment liabilities
comprise operating liabilities and exclude items
such as taxation and certain corporate borrowings.
Capital expenditure comprises additions to fixed

assets (note 14).

In respect of geographical segment reporting, sales
are based on the country in which the customer is
located. Total assets and capital expenditure are

where the assets are located.

TESHERE (H)

(s)

(t)

BEEEF (8)
(iv) #xitd

EARERREEERMEZR
BMEETRALRIIEELEER
T mMEEEREAN FHER
A% & 5 &) 2 FBET X A HER
RABAK-

RestEzaBERERAE T =
EARERN YREEENER
HexNzeBEFE-

TEER

BREAEBE AT KE2HS K
SEERTEREBOBFEEREZRS
X MEDBRERBE2®RT e

DEEBAEEARAX-SEEE
ERRREREMYME - BEE
ERgRsF HMRE F
A REREFT EEET
KERG HHEABELEESE
& ETBEREBERE TRARBRE
BHE - BEARYBEABCZETAE
(BFzE14) ©

WO Om BN oh
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NOTES TO THE ACCOUNTS && B 5%

1.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(u) Contingent liabilities

(\%)]

A contingent liability is a possible obligation that
arises from past events and whose existence will
only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the Group. It can
also be a present obligation arising from past events
that is not recognised because it is not probable
that outflow of economic resources will be required
or the amount of obligation cannot be measured

reliably.

A contingent liability is not recognised but is
disclosed in the notes to the accounts. When a
change in the probability of an outflow occurs so
that outflow is probable, they will then be

recognised as a provision.

Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share
of the net assets of the acquired associate at the

date of acquisition.

Goodwill on acquisition that occurred prior to 1
January 2001 was amortised on a straight line basis
to the consolidated profit and loss account over its

estimated useful economic life of 10 years.
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NOTES TO THE ACCOUNTS && B 5%

2. TURNOVER, OTHER REVENUES AND SEGMENT 2. EEB - HMWARSEER
INFORMATION
The principal activities of the Group are trading in, and AEBFENEEEERRIREREZH
the supply and installation, of building products and EHERLZEARDHRIERE KB

engineering equipment and a distributorship agency NEIZ FBEBHEHNRE M5
business. The principal activities of the subsidiaries are

set out in note 15 of the accounts.

2003 2002
—R¥=F TT 4
HK$000 HK$°000

EBETFT BT T

Turnover EEE
Sales of inventories HEFERA 344,115 400,344
Revenue from construction contracts BEEAEHWA 21,153 68,214
Commission income SN 8,175 9,615
373,443 478,173
Other revenues H A
Interest income from bank deposits RERITIFRZ
A S A 443 988
Administration fee received from M — B QA
the associate (note 30(a)) WE 2T E A
(Bt7t30(a)) 948 938
Gross rental income from REMEZEESBA
investment properties (note 30(b)) (K aE30(b)) 636 510
Write back provision for doubtful debts REEEERED 4,593 720
Write back provision for stock BEFEREED
obsolescence 340 416
Sundry income FETA WA 1,182 737
8,142 4,309
Total revenue FER N 381,585 482,482
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NOTES TO THE ACCOUNTS && B 5%

TURNOVER, OTHER REVENUES AND SEGMENT
INFORMATION (continued)

Primary reporting format — business segments

The analysis of the Group’s performance for the year by

business and geographical segments is set out below.

The Group is organised into two main business segments,
being the trading in and the supply and installation of

building products and engineering equipment.

Other operations of the Group mainly comprise holding
of investment properties and other properties, neither

of which are of a sufficient size to be reported separately.
Secondary reporting format — geographical segments
The operation of the business is mainly carried in two

main geographical areas, Hong Kong and Macau as well

as Mainland China.
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NOTES TO THE ACCOUNTS && B 5%

2.

TURNOVER, OTHER REVENUES AND SEGMENT
INFORMATION (continued)

Primary reporting format — business segments

Turnover
External sales

Inter-segment sales

Segment results

Unallocated costs
Operating profit
Finance costs

Share of loss of an associate

Profit before taxation

Taxation

Profit attributable to

shareholders

Segment assets
Interest in an associate

Unallocated assets

Total assets

Segment liabilities

Unallocated liabilities

Total liabilities

ES
SMRIHE
FHECEE

BEBERRAER

P B A4
i

R R A

2. EXB-HHWARIEESN (H)

BEEEZHAX-RBIE

Building  Engineering Other

products ~ equipment  operations  Elimination  The Group
BEERm IRRE  HtxE i £ Y |
2003 2003 2003 2003 2003
“RB-F CEBRZ-F CEZR=F CZ2T=F CZTE=F
HK$’000 HK$000 HK$000 HK$000 HK$000
BT BT  EETT  EETT  EETR
312,013 61,430 - - 373,443
55,327 - - (55,327) -
367,340 61,430 - (55,327) 373,443
28,633 2,763) (5,538)* - 20,332
(18,477)

1,855
(75)
- - (263) - (263)

1,517
(305)

1,212

122,967 27,717 90,846 - 241,530
- - 2,446 - 2,446

74,033

318,009

(86,442) (16,251) (2,421) - (105,114)
(14,767)

(119,881)
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NOTES TO THE ACCOUNTS && B 5%

2. TURNOVER, OTHER REVENUES AND SEGMENT 2. EXB -HMWARSEESR (FE)
INFORMATION (continued)

Primary reporting format — business segments BEEHAIXA -XH28 (R
(continued)
Building  Engineering Other
products  equipment  operations  Elimination  The Group
BEER IRRHB  RUXH E2F £ Y
2003 2003 2003 2003 2003

—EE=F C"ZTT-HE C"TT=E C"TTZE C"FTT=E
HK$7000 HK$7000 HK$7000 HK$7000 HK$7000
BETTT BEF T BETTT BEFT BEF T

Capital expenditure EAAX (279) (12) 417) = (708)
Other non-cash expenses HEERemx
Depreciation nE (2,558) (161) (2,333) = (5,052)
Amortisation of goodwill BEHH = = (178) - (178)
Specific provision for RERHREE
doubtful debts (971) (517) - - (1,488)
Write back provision for R R
doubtful debts 4,447 146 - - 4,593
Specific provision for BEFERHK
stock obsolescence B (387) - - - (387)
Write back provision for BRFERE
stock obsolescence 4l 297 43 - - 340
Provision for long service RERBERE
payments 182 (339) (859) - (1,016)
Provision for employee EEEZRY
leave entitlements B (172) @1 (50) - (243)
Unrealised losses on EfRENER
revaluation of investment Hithvmzz
properties and AER
other properties E# - - (1,500) - (1,500)
* Included in the segment results of other operations is O HMEBZIOBREE BEIABK
unrealised losses on revaluation of investment properties 1,500,000 2 EGEREYF KA b ) %
and other properties amounting to HK$1,500,000. ZAREL R

ARNHOLD HOLDINGS LIMITED % FJ{Z2i% B R A 7]



NOTES TO THE ACCOUNTS && B 5%

2. TURNOVER, OTHER REVENUES AND SEGMENT 2. EEH-HttWARSBEER (&)
INFORMATION (continued)

Primary reporting format — business segments BEERAIA -EB28 (&)
(continued)
Building  Engineering Other
products  equipment  operations  Elimination  The Group
BEER  IERRE  EEEH Eafic r&HE
2002 2002 2002 2002 2002

“E2T-F ZTT-F —TE-F —TLE-F —TT-F
HK$000 HK$000 HK$000 HK$000 HK$000
EEFT BETT EBEF T BETT BETT

(restated)
(E7)
Turnover EET
External sales MREE 363,189 114,984 - - 478,173
Inter-segment sales ERREZHE 68,607 - - (68,607) -
431,796 114,984 - (68,607) 478,173
Segment results RS (6,699) (1,666) (13,678)* - (22,043)
Unallocated costs ROBERAE (20,217)
Operating loss gepA (42,260)
Finance costs HKER (103)
Share of profit of an associate & (& B & 7 &) 7 - - 207 - 207
Loss before taxation BRI E R (42,156)
Taxation FiIE (266)
Loss attributable to shareholders f% 5 J& {5 &5 18 (42,422)
Segment assets NEEE 137,181 41,486 94,948 - 273,615
Interest in an associate BENRER - - 9,669 - 9,669
Unallocated assets AOEEE 56,080
Total assets BEE 339,364
Segment liabilities PR (98,751) (26,652) - - (125,403)
Unallocated liabilities AOREE (6,282)

Total liabilities mafE (131,685)
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NOTES TO THE ACCOUNTS && B 5%

2. TURNOVER, OTHER REVENUES AND SEGMENT
INFORMATION (continued)

Primary reporting format — business segments

(continued)
Building
products
REER
2002
-
HK$000
BETT
Capital expenditure LENGET (1,748)
Other non-cash expenses HEFRemx
Depreciation neE 2,771)
Amortisation of goodwill HEEH -
Specific provision for RERHREE
doubtful debts (11,962)
Specific provision for BREFERKEE
stock obsolescence (694)
Realised loss on disposal HEHFEEME
of non-trading securities ErmMERER -
Provision for long service REORBERE
payments (222)
Provision for employee EEEZRAAE
leave entitlements (326)
Impairment losses on FEERBERL
non-trading securities REER -

* Included in the segment results of other operations is an
impairment loss on non-trading securities amounting to
HK$7,800,000 and a realised loss on disposal of non-
trading securities of HK$1,486,000.
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2. BEF-HMWARIEER (H)

BEEERAX -XBIE (A)

Engineering Other
equipment  operations  Elimination  The Group
ISl HexH 2k &M
2002 2002 2002 2002

—2T-F —TE-F —TLE-F —TE-F
HK$000 HK$000 HK$000 HK$000
BETT BETT BETT BETT

(restated)

(E31)
(64) (297) - (2,109)
(174) (2,587) - (5,532)
- 91) - 91)
(5,086) - - (17,048)
(34) - - (728)
- (1,486) - (1,486)
(250) (98) - (570)
(87) (87) - (500)
- (7,800) - (7,800)

O BMEBIISOBEXE BIABE
7,800,0007T .2 3 B B % # 5.2 B EE
B URNEHEERZESMERZE
18 7 #1,486,0007T °



NOTES TO THE ACCOUNTS && B 5%

2.

TURNOVER, OTHER REVENUES AND SEGMENT 2.

INFORMATION (continued)

Secondary reporting format — geographical segments

Hong Kong and Macau
Mainland China

Unallocated costs

Operating profit

Interest in an associate

Unallocated assets

Total assets

Hong Kong and Macau
Mainland China

Unallocated costs
Operating loss

Interest in an associate

Unallocated assets

Total assets

FERRM
o A i

AoWNGIE £

ANEEE

BEE

FERRM
B 3

RO BEKA

B
i
m
b

N
Vi

B

=
m; 3
m W

=
SV

S

&
e

EXF-HMB AR EESR (#)

REZBAX-HESE

Segment

Turnover results
EER DHEEE
2003 2003
—EE=H —EE=H
HK$7000 HK$’000
EBEFT EBEFT
356,656 64,662
16,787 2,384
373,443 67,046
(65,191)

1,855

Segment

Turnover results
EER DEEE
2002 2002

—EEC —EEC

HK$’000 HK$’000
BT BT
470,187 59,077
7,986 1,484
478,173 60,561
(102,821)

(42,260)

Total assets
HEE
2003
—BR=F
HK$’000
BT

232,677
8,853

2,446

74,033

318,009

Total assets

BEE

2002
I

=B
==

HK$'000
BB FT

267,577
6,038

9,669

56,080

339,364

Capital
expenditure
NGB
2003

mt 3 51
HK$7000
BEFTT

420
288

708

Capital
expenditure
BRI
2002
—ETCF
HK$’000
BETT

1,425
684

2,109
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NOTES TO THE ACCOUNTS

3. COST OF SALES

Cost of inventories sold

Cost of construction contracts (Note)
Cost of consumable stocks
Sub-contracting fee on construction

contracts

Note:

for the contracting business, a net amount
of HK$1,377,000 has been credited (2002:
HK$14,706,000 has been debited) to cost of sales to
reflect a change in estimate of contract costs for the

year ended 31 December 2003.

AR B B &£

HEFERA

3.

85 & A A

BEAHKAN (K i)

HREFE KA
BRIz
DBEER

e

Based on the latest assessment of total contract costs
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2003 2002
—EE=F —EE-F
HK$7000 HK$°000
B M F T BT T
291,077 341,506
14,289 72,117

973 3,323

58 666

306,397 417,612

Mt ERAREBRAORABEMELZ

B FT ARG FRIEF RV B H1,377,0007T
EEEHERABRERRE (ZTT=F:
#) 75 %14,706,0007C B B & A AN B E
HB) UkREBEE-_ZT=F+_#4
=t+t—BULFEANRAHEZ#E-



NOTES TO THE ACCOUNTS && B 5%

4.

OPERATING EXPENSES

Administrative expenses:

Staff costs (note 7)

Directors’ remuneration (note 6(a))

Depreciation

Operating lease rentals on

properties paid to third parties

Travelling expenses
Entertainment expenses

Management fee

Stamps, postage and telephone

Auditors’ remuneration

Legal and professional fees

Advertising expenses

Amortisation of goodwill

Other operating expenses:
Specific provision for doubtful debts
Specific provision for stock obsolescence
Provision for long service payments
Provision for employee leave entitlements

Loss on disposal of fixed assets

Sundry expenses

4. HERAX

TRER:

BITRA (Kit7)
E=Me (WiFoa)
e
WEFENE=EZ
rEEHNES

b X
o
i

B
o>

N
Vi

i)

HE

BANE
HE - BEREFEE
ZE A B &
FEREREXRBE
BEHE

Bk ¥

Hib &M

RERF R BB
BERTFERIRER
RHRRS S EE
BEEZ®RMEE
HEBEEEZER
FMIER X

2003 2002
—EE=HF —EE-F
HK$7000 HK$7000
EBY T BT T
35,646 43,144
11,202 10,306
5,052 5,532
2,377 3,531
1,281 1,722
771 1,030
1,080 -
1,182 1,294
1,222 1,262
845 817

546 755

178 91
61,382 69,484
1,488 17,048
387 728
1,016 570
243 500

5 255

7,312 9,259
10,451 28,360
71,833 97,844
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NOTES TO THE ACCOUNTS && B 5%

5. FINANCE COSTS 5. MKEAR
2003 2002
—EE=F —EE-F
HK$7000 HK$’000
BEF T B F T
Interest expenses on short-term bank HHBRTERR
loans and overdrafts BEX 2B 75 103
6. DIRECTORS’ AND SENIOR MANAGEMENT’S 6. EEREREBABZHE
EMOLUMENTS
(@) Directors’ remuneration (a) EEM2
Directors’ remuneration disclosed pursuant to RIBEERFGHE161GERENE
section 161 of the Hong Kong Companies EMemT:

Ordinance is as follows:

2003 2002
—R¥=F ~TT 4
HK$000 HK$°000

EBETFT BT T

Fees we 600 584
Salaries and other emoluments HeRhEMME 8,814 8,109
Discretionary bonuses B 1B IEAL 1,295 1,156
Retirement Schemes contributions RIS FHEIMER 493 457

11,202 10,306
Included in the directors’ remuneration were fees BEEMEFRIERNFRERIN FIER
of HK$600,000 (2002: HK$584,000) paid to TEERBIBTESTZREEE
non-executive directors and independent non- 600,0007T (ZZZF — 4 : B ¥ 584,000
executive directors during the year. JT)°
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NOTES TO THE ACCOUNTS && B 5%

6. DIRECTORS’ AND SENIOR MANAGEMENT’S 6. EENEREBAEZHME (F)
EMOLUMENTS (continued)

(@)

(b)

Directors’ remuneration (continued) (a) EE=M< (E)

The emoluments of directors fell within the EEME2HEENT

following bands:

Emoluments’ band

HKS$Nil - HK$1,000,000

HK$1,000,001 - HK$1,500,000
HK$1,500,001 - HK$2,000,000
HK$2,000,001 - HK$2,500,000
HK$2,500,001 - HK$3,000,000
HK$3,000,001 - HK$3,500,000
HK$3,500,001 - HK$4,000,000

Five highest paid individuals

Of the five individuals with the highest
emoluments, four (2002: four) were directors
whose emoluments are disclosed in note (a) above.

The highest emoluments payable to the remaining

Number of directors

ESZAY

2003 2002
Mez&aE —RBZF e e k3
BB Z T —%%1,000,0007T 4 5
7 #:1,000,0017C — 7% % 1,500,0007T - -
7 #1,500,0017T — % #2,000,0007T 1 1
% 2,000,0017C — 7 #2,500,0007C 1 2
%% 2,500,0017C — 7 # 3,000,0007C 1 -
7 #3,000,0017T — 7% #3,500,0007C - 1
¥ % 3,500,0017C — 7 ¥ 4,000,0007C 1 -

b) BRBEMEZAL

hfussME ALRENMG (ZFF
“F N EFE REZHEER E
XM E@EE-FR EBNEH

—EEoF R BBME AL

one (2002: one) individual during the year is as T

follows:

Salaries and other emoluments
Discretionary bonuses

Retirement Schemes contributions

2003 2002
—EE=HF —EE-F
HK$7000 HK$°000

B FT BT T

FekEMBME 844 1,040
B 15 IE AT 219 87
RIKEFEIE R 40 52

1,103 1,179
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NOTES TO THE ACCOUNTS && B 5%

DIRECTORS’ AND SENIOR MANAGEMENT’S 6. EEREREEABZHME ()
EMOLUMENTS (continued)
(b) Five highest paid individuals (continued) (b) ANBSME AL (H)
The emoluments of the one (2002: one) individual —(ZEZE_F —)&EaMe A
with the highest emoluments is within the following TrMesEENT:
band:
Number of individuals
AE
2003 2002
Emoluments’ band e & E —EE=F ZETCF
HK$1,000,001 - HK$1,500,000 ¥ #1,000,0017T — 7 % 1,500,0007T 1 1
7. STAFF COSTS 7. BIRK
2003 2002
—EE=F —EE-F
HK$7000 HK$’000
B F T BT
Wages and salaries IER%® 33,225 40,835
Termination benefits i (& 17 18 1,230 656
Contributions to ORSO scheme BKAE BT 8 3%
(note 8) (Kt zE8) 760 1,178
Contributions to MPF scheme EIE SR B K
(note 8) (Kizts) 431 475
35,646 43,144
8. RETIREMENT SCHEMES 8. Eik&cHE
The Group’s contributions to the ORSO Scheme are fiei 2 B 70 F] 2 BUERAS A FR AT IR HR K15

reduced by contributions forfeited by those employees
who leave the ORSO Scheme prior to vesting fully in
the contributions. Forfeited contributions totalling
HK$641,000 (2002: HK$432,000) were fully utilised

during the year.

Contributions of HK$292,000 (2002: HK$339,000) were

payable to the Retirement Schemes at the year-end.

EHERFRIA-

REGER BN TEKS
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NOTES TO THE ACCOUNTS && B 5%

EQUITY COMPENSATION BENEFITS

A Share Option Scheme (“the Scheme”) was approved
and adopted by the shareholders at a special general
meeting of the Company on 11 July 2002 under which
the Board may, at its discretion, invite Eligible Persons
to take up options to subscribe for shares of the

Company.

Details of options granted to directors and employees

under the Scheme are as follows:

Outstanding

options as at

% 7S 5% B 42 A

—IEBERERE ([%EHE)) BRARAM
KRR -_ZZ-FLA+—HZERERIA
CHAERER Bl ARBREFEAR
BEFAEBALARBRENRBAR
Al D

REZAINESTRRERERNBIIEZF

RN

Exercised/ Outstanding

lapsed/ options as at

1 January cancelled 31 December

Date of 2003 Granted during 2003
options g 2 during the the year g S Subscription
granted -A-H year RER tZA=t-H price
Rt HARTHEZ RER %/ HATREZ per share
BREAH BRE Rit B/ H# BRE BRARE
HK$
B

Directorsand ~~ EER 18 September 2003

employees E& ZZE=ENATN\A - 7,200,000 - 7,200,000 0.50

At the date before the options were granted, 17
September 2003, the market value per share was

HK$0.50.

The above options can be exercised in two instalments,
50% at any time between 1 September 2005 and 30
August 2010 and 50% at any time between 1 September
2006 and 30 August 2010.

EERERE—B —ZEE=FHNA+
tH ERMEAEE®KO50T

b E B AR AER] D M ARTTF - 50%88 Ak g 7]
H-EERFNA—HEZZ—ZF/)\A
=+ B IEHBTE 50%EREANH =T
EZERENA—HE-_Z—ZFNA=+H
IEEARTTE -
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NOTES TO THE ACCOUNTS && B 5%

10. TAXATION

Hong Kong profits tax has been provided at the rate of

17.5% (2002: 16%) on the estimated assessable profit

for the year. In 2003, the government enacted a change

in the profits tax rate from 16% to 17.5% for the fiscal

year 2003/2004. Taxation on overseas profits has been

calculated on the estimated assessable profit for the year

at the rates of taxation prevailing in the countries in

which the Group operates.

Taxation in the consolidated profit and loss account

represents:

Provision for Hong Kong profits
tax for the year

Overprovision in prior years

Overseas taxation

Deferred taxation (note 27)

Prior period adjustment arising
from adoption of new
accounting standard for
deferred taxation

Share of associate’s taxation

ARNHOLD HOLDINGS LIMITED % FJ{Z2i% B R A 7]

REERENEH
&
EFEBERE

BINRIA
BT IR (K aE27)

FLE E TR IR R

Bi IR

BEFGEE 5 F R EEHERBOR 7R
17.5% (ZEZTZF 1 16%) 2 HEEFH =
SR -FHAB 2= T NFH
BFEEOFERERI6%IREZE7.5% ° §
S BB IE TH AR AR 6 0 2 fil 51 FE AR Bt s A
BRASELEEBAERR 2 BAB XL

H o
>t

REBRRRMINBES:

MEesrEAMEL

#) B H 5 B

JE {5 Bk 2 X R B IR

2003 2002
—EE=F —E2E-F
HK$7000 HK$’000
BT BT T
(restated)

(E7)
(46) (67)

- 10
(46) (57)
(149) (86)
(110) 63
(305) (80)
- (153)
- (33)
(305) (266)




NOTES TO THE ACCOUNTS && B 5%

10. TAXATION (continued)

11.

The taxation on the Group’s profit/(loss) from ordinary

activities before taxation differs from the theoretical

10. BiE (&)

amount that would arise using the taxation rate of the mEENRERT:

home country of the Company as follows:

Profit/(loss) from ordinary activities

before taxation

Calculated at a taxation rate of

17.5% (2002: 16%)

Effect of different taxation rates in
other countries

Income not subject to taxation

Expenses not deductible for taxation
purposes

Tax loss not recognised

Utilisation of previously
unrecognised tax losses

Increase in opening net deferred tax
liabilities resulting from
increase in tax rate

Provision for deferred tax on
revaluation of properties

Share of associate’s taxation

Taxation charge

PROFIT/(LOSS) ATTRIBUTABLE TO

SHAREHOLDERS

The profit/(loss) attributable to shareholders includes a
profit of HK$8,394,000 (2002: loss of HK$18,973,000)

which has been dealt with in the accounts of the

Company.

AEEFERRABAEEBREN (B
18) 2 RIMEARR R AR BN KT H 18

2003 2002
—EE¥=F -—TT_-F
HK$7000 HK$°000
BETF T BT
BRELRT A EER
wm A (EE) 1,517 (42,156)
RRE17.5%
TEEF:16%)
STEZHIE 265 (6,745)
H M B R AR B %
2B (54) 40
BARDB 2 BA (1,698) (1,713)
7N ] gt B TE B
B B 2 1,056 1,010
) A T R B0 B 7S B 4R 1,869 7,607
EAFAIKRAER
ZHBER (1,193) (119)
MERSEE 2BV
RERIBAETHE
Z3Em 60 -
REGHMEELERELT
i I8 B = 153
FEAL B & 2 Rl TR IR - 33
BIE % 305 266
1. RREGRF, (EBEB)
BREEMLRF (EEB) BV AEXRA R

— & #18,973,000TE1E) ©

B A AHE 8,394,000 (Z2F

ARNHOLD HOLDINGS LIMITED Z | #Z ik B R A 7

71



72

NOTES TO THE ACCOUNTS && B 5%

12. EARNINGS/(LOSS) PER SHARE

(@)

(b)

13. DIVIDEND

12. BRERN (E#E)

Basic earnings/(loss) per share () BREXBRF (F#8)
The calculation of basic earnings/(loss) per share BREKERN, (BE) DREAXE
is based on the Group’s profit attributable to B F P 3 AR AR R R (R g A R0 B
ordinary shareholders of HK$1,212,000 (2002: 1,212,000 (Z T _F - KEE
Group’s loss attributable to ordinary shareholders EBRBEREEEBEREOLER
of HK$42,422,000, as restated) and the weighted 42,422,00070 L&) REETER
average number of 224,496,000 (2002: P& 2 AN T ¥ B 49224,496,000/% (=
254,669,000) ordinary shares in issue during the T~ F:49254,669,0000% ) s E -
year.
Diluted earnings/(loss) per share (b) ERBERF A (FE)
The calculation of diluted earnings/(loss) per share BREERN, (B1E) NREBEASE
is based on the Group’s profit attributable to FREBBRBRREEGEMNOEE
ordinary shareholders of HK$1,212,000 (2002: 1,212,000t (ZEZ - F  AEE
Group’s loss attributable to ordinary shareholders TERRRRELEBEEOBE
of HK$42,422,000, as restated) and the weighted 42,422,0007C ' L EH) REFTE B
average number of 224,496,000 (2002: LB BENEIERRARR Y
254,669,000) ordinary shares after adjusting for the AR Nt S Y9 21 49224,496,0008% (=
effects of all dilutive potential ordinary shares. T T ZF:4254,669,0000%) 5 & o
13. BB
2003 2002
—BEC=F —TET_F
HK$7000 HK$’000
BETFT BT T
Final, proposed of HK4.40 cents BIRRPREFREBR
(2002: nil) per ordinary share BEAMI(ZET_F:
BEEIT) 9,878 -
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NOTES TO THE ACCOUNTS && B 5%

14. FIXED ASSETS

The Group

Cost or valuation
At 1 January 2003
Additions

Disposals

Revaluation

At 31 December 2003

Accumulated depreciation
At 1 January 2003
Charge for the year

Disposals

Revaluation

At 31 December 2003

Net book value

At 31 December 2003

At31 December 2002

14. BE&EE
AEME
Furniture
Investment Other Leasehold and Plant and Motor
properties  properties improvements  equipment  machinery vehicles Total
BENZ i BER

RENE  Rt0% ) Rkl HERS nE hy
HK$°000 HK$000 HK$000 HK$000 HK$000 HK$°000 HK$°000
#8Trn  BETT EETn EETn EETn EETn EETx
17,501 75,800 14,145 27427 12,915 482 148,270

- - 215 407 8 - 708
- - - 47 - - m
- (4,500) - - - - (4,500)

17,501 71,300 14,360 27,781 13,001 482 144,431

- 1,809 13,175 25,513 9,040 482 50,079

- 1,465 695 1,09 1,796 - 5,052
- - - (40) - - (40)
- (2,120) - - - - (2,120)

- 1,214 13,870 26,569 10,836 482 5297

17,501 70,086 490 1,218 2,165 - 91,460

17,501 73,931 970 1,914 3,875 - 98,191
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14. FIXED ASSETS (continued)

The analysis of the cost or valuation at 31 December

2003 of the above assets of the Group is as follows:

14. BEEE (#)

bR AEEEER-TE=F+-A=

tT—BZRAEEEITOT:

Furniture
Investment Other Leasehold and Plant and Motor
properties  properties improvements  equipment  machinery vehicles Total
nENE i HER
RENE  Htth% £ kEE  HERE RE ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EETT EEFTL EEFTL EEFI EEFI EEFI EEFTL
At cost KA - - 14360 27,787 13,001 48 55,630
At valuation (8 17,501 71,300 - - - - 88,801
17,501 71,300 14,360 27,787 13,001 482 144 431
The analysis of the cost or valuation at 31 December rti o AXEBEERN 22 _F+ A=
2002 of the above assets of the Group is as follows: T-BZHASEESTOT:
Furniture
Investment Other Leasehold and Plant and Motor
properties  properties improvements  equipment  machinery vehicles Total
nENE i HER
RENE  HtthE £ kEE  HERE RE ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EETT EEFTL EEFTL EEFI EEFI EEFI EEFTL
At cost KA - - 14,145 27407 12915 48 54,969
At valuation (8 17,501 75,800 - - - - 93,301
17,501 75,800 14,145 27427 12,915 482 148,270
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NOTES TO THE ACCOUNTS && B 5%

14. FIXED ASSETS (continued)

The Group’s interest in investment properties and other
properties at their net book values are analysed as

follows:

14.

BE&EE (&)

ARERBEWE RN RS 28
FEEEFESTOT:

In Hong Kong, held on:

Leases of over 50 years

Leases of between 10 to 50 years

Outside Hong Kong, held on:

Leases of over 50 years

Leases of between 10 to 50 years

Investment properties and other properties of the Group
were revalued at 31 December 2003 on the basis of
their open market value by A.G. Wilkinson & Associates,
an independent firm of chartered surveyors, employed
by the Group. Revaluation deficits of HK$1,500,000
(2002: Nil) were charged to the consolidated profit and

loss account.

The carrying amount of the other properties would have
been HK$86,953,000 (2002: HK$88,982,000) had they

been stated at cost less accumulated depreciation.

As at 31 December 2003, a property with net book value
of HK$49,515,000 (2002: HK$52,000,000) held by a
subsidiary of the Group has been pledged to a bank to

obtain banking facilities.

The Group
KEH

2003 2002
—EE=fF —ET-F
HK$7000 HK$000
BT T BT T

BB EZTHHEAOSE:
B50F 2 A 49,515 52,000
10FE50F 2 A 17,303 18,587

BRI E T
GEFORE -

B50F 2 A 5,268 5,344
10 EE50F 2 4 15,501 15,501
87,587 91,432

REBREMEREMYMEINR _TE=
FH+_A=+T—HEBAEEZR B
IR SMTEREASMITUARATE
REEETEM - RBBE 1,500,000

T BT CEREBARE
MEBRERME-

MEMYEZK AR BFTINEAR B
ZEMENRBT SR AE86,953,0007T
(ZZ T —F:5¥88,982,0007T) °

HE_TZE=F+-_A=+—H —IEH
REBEBETHEARBEREFEREE
49,515,000 (= Z Z =4 : % # 52,000,000
TIZWE EAMERITEEMERT
R1Te
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NOTES TO THE ACCOUNTS && B 5%

15. SUBSIDIARIES 15. i 2 7]
The Company
b /N
2003 2002
—BE=F —ET-F
HK$7000 HK$’000
BT BT T
Unlisted shares, at valuation LG REE 86,131 86,131
Amounts due from subsidiaries P RNCIR N 107,197 108,370
193,328 194,501
The amounts due from subsidiaries are unsecured, WBRRz AR AELER 22 RERETE
interest free and has no fixed terms of repayment. BER-

The following is a list of the subsidiaries as at 31 R_EE=F+_A=+—RH ARAHK
December 2003: THBARZFHBWT:
Group equity
Place of interest held by Issued and paid
incorporation/ AEEEBATLAH up ordinary
operations FERAES share capital
Name of company HEmAL/ The Company  Subsidiaries B %R Principal activities
DNEER EE 3 LN HE2E BELERET IEXE
% %
i-Onyx Investment British Virgin Islands 100 - US$1  Investment holding
Holdings Limited AEERES 1En REER
Anagram Company British Virgin Islands - 100 US$1  Investment holding
Limited RBRAEE XL REER
Arnhold (B.V.1.) Limited British Virgin Islands/ 100 - US$1,000  Investment holding
Hong Kong 10007 ®REER
RERLHE/BE
Arnhold Investments Hong Kong - 100 Ordinary HK$1  Investment holding
Limited e Non-voting deferred % & £ &
ZHREERAA HK$1,000,000

LRBRBEIT
ERZRETERND
7 #1,000,0007C
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15. SUBSIDIARIES (continued)

NOTES TO THE ACCOUNTS && B 5%

15. BT (&)

Group equity
Place of interest held by Issued and paid
incorporation/ AEEEBUTAR up ordinary
operations REREER share capital
Name of company HEMmAYL/ The Company  Subsidiaries B %R  Principal activities
DNAER XM N WELR BREBRE IEXEH
% %
Arnhold & Company, Shanghai/Hong Kong - 100 HK$20,000,000  Trading and engineering
Limited LB/ EE A%20,000,000C EHRIE
ZHBRAA]
Bain d’Or Company Hong Kong - 100 HK$200,000  Inactive
Limited BA B#200000 EEZX
REBRAT
Arnhold Marble Limited Hong Kong - 100 HK$2  Supply and installation
ZHNERERAT B BT of natural stones
HERLZERABM
Arnhold Kitchens Limited ~ Hong Kong - 100 HK$2  Supply and installation of
ZHEEERAF B BT fitted kitchen cabinets
HERZKEE
Arnhold Asia Limited British Virgin Islands - 100 US$50,000  Trading
ZHEMERAF RERAEE 50,00057T B3
Arnhold & Company Shanghai - 100 US$200,000  Trading
(Shanghai) Limited* iz 200,000 E5
BARMERES
(LB)BRRA
Arnhold Stone Works Hong Kong - 100 HK$2  Dormant
Limited B B¥IT BERER
ZHMEMERRATF
Arnhold Design Centres ~ Hong Kong - 100 HK$2  Retailing
Limited BA BT TE
ZHZXBERAT
Arnhold Distributors Bermuda - 100 HK$100,000  Distributorship agent
Limited BRE 100,000 EHE

ARNHOLD HOLDINGS LIMITED Z | #Z ik B R A 7
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NOTES TO THE ACCOUNTS && B 5%

15. SUBSIDIARIES (continued) 15. B AR (&)

Group equity
Place of interest held by Issued and paid
incorporation/ AEEERAATAH up ordinary
operations FERAES share capital
Name of company HEmAL/ The Company  Subsidiaries B#fTRk  Principal activities
DNEER ERBH N HE2E BELERET IEXE
% %
Arnhold China Limited Hong Kong - 100 HK$2  Inactive
ZHPEERLAF BiE BEIT ETEEXR
Arnhold Properties British Virgin Islands/ - 100 US$1  Property holding
(B.V.1.) Limited Hong Kong X VERE
RERLEE/BE
Palatial Properties Limited  British Virgin Islands/ - 100 US$T  Property holding
Hong Kong X NERE
RERREE/BE
Diction Limited Hong Kong - 100 HK$2  Property holding
WEERAF B BT MERE
Grandful Limited Hong Kong - 100 HK$2  Property investment
REERAF &R BT MERE
Tradebond Investments Hong Kong - 100 HK$2  Property investment
Limited B AT MEARE
EARERRRDA
Worldpole Investments Hong Kong - 100 HK$2  Property investment
Limited B BRI MERE
EERERRDA
Arnhold Marble China Hong Kong - 100 HK$10  Trading and
Limited e BHET107T  management services
RHNERTPEERAF B REERY
Dongguan Arnhold Marble  Dongguan - 100 HK$9,045,016  Natural stones cutting
Limited* S #%9,045,0167  and polishing

REZMAMERDA*

ARNHOLD HOLDINGS LIMITED % F|#Z ik B R A 7

RABMDERMT



NOTES TO THE ACCOUNTS && B 5%

15. SUBSIDIARIES (continued) 15. B2 A (&)
Group equity
Place of interest held by Issued and paid
incorporation/ AEEEBUTAR up ordinary
operations REREER share capital
Name of company BRI/ The Company  Subsidiaries E#fTR  Principal activities
DNEER R3] FRH HE2E BELERET IEXE
% %
i-Onyx (HK) Limited Hong Kong 100 - HK$2  Dormant
BiE BEIT EEEXR
D M (F.E) Limited Hong Kong - 100 HK$2  Dormant
ABET (BR) &R B¥IT EEEEX
BERAA
Bain d’Or Buildings Hong Kong - 100 HK$2  Inactive
Material Limited BA AT EREXR
(formerly Arnhold
Air-Conditioning
Limited)
REREMHAERRA
(T MZ=ALE
BERAR)

16.

*

Mainland China.

Wholly-owned foreign enterprise incorporated in

INTEREST IN AN ASSOCIATE 16.

Share of net assets BEEEFE
Unamortised goodwill AEHEEHE
Amount due from the associate Bt & N B 2 R

* RPE A2 SN E B F

BENAER
The Group
A%
2003 2002
—¥T=F —TT &
HK$’000 HK$000
EBETFT BT T
1,830 9,325
- 178
1,830 9,503
616 166
2,446 9,669
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NOTES TO THE ACCOUNTS && B 5%

16. INTEREST IN AN ASSOCIATE (continued)

Special dividend of HK$2,000,000 (2002: Nil) was

received during the year from the associate.

The amount due from the associate is unsecured, interest

free and has no fixed terms of repayment.

In December 2003, the Group disposed of 29% of its
interest in an associate, Kingspan China Limited (“KCL")
to the major shareholder of KCL for a consideration of
HK$4,232,000. As a result of the transaction, the Group’s
equity interest in KCL reduced from 49% to 20%.

KCL is incorporated in Hong Kong and engaged in the

thermal insulation and panel business.

16. BME QT EE (&)

RNEFRBBERNT 2ERIRERAAE
#2,000,000C (Z T - F )

&

f

T
B
I

BRBAZRFREER 2B REETE
H

Al
S

o

RZET=F+ A AEBEURELE
#4,232,0007T [ — R EE & A R EDRF
BRAF(TER]) 2 TB2RREEARE
ERER29%Em ERRER S A&H
R EDR 2 IRAREZE B 49% 2 E20% °

BERE B EEMA #ERBMRABEE
R R BEARER-

17. NON-TRADING SECURITIES 17. kEERERS
The Group
e

2003 2002
—BEC=F —EE_F
HK$7000 HK$’000
BETFT BT T

Unlisted equity securities, at cost FEMEFKRE
mRAE 7,800 7,800
Less: provision for impairment loss B R AE B (7,800) (7,800)

During the year ended 31 December 2002, one of the
unlisted equity securities above was disposed of and a
realised loss of HK$1,486,000 has been charged to the
consolidated profit and loss account. The net proceeds
of HK$1,250,000 after related expenses was received

in August 2002.

ARNHOLD HOLDINGS LIMITED % F|#Z ik B R A 7
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NOTES TO THE ACCOUNTS && B 5%

18. OTHER INVESTMENTS 18. Ht iR &
The Group
rEHE

2003 2002
—EE=F —ET=F
HK$7000 HK$000
EBEFT B FT

Unlisted club debentures, EMEEES
at fair value BEAFER 2,288 2,288

19. INVENTORIES 19. &8
The Group
rEH

2003 2002
—EE=F —ET=F
HK$7000 HK$000
EBEFT B FT
Merchandise 71 10,099 11,079
Consumable inventories HERE 1,090 1,379
Raw materials R 41 K 907 2,047
Work in progress 8 - 144

12,096 14,649
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20. CONSTRUCTION CONTRACTS 20. BEEH

The Group
EME
2003 2002
—BR=F —ETCF
HK$7000 HK$000
BETFT BT T

Contract costs incurred plus attributable BES QKA MERS

profits less foreseeable losses to date s F R AT 18 R ES 18 558,470 549,940
Less: progress billings to date BBBEHZEEKES (568,852) (569,506)
(10,382) (19,566)
Included in current assets/(liabilities): RBEE,/ (BE)BE:
Due from customers on construction W ERFE ZEEAHNFIE
contracts (included in (BIEERELSLD)
construction contracts) 1,181 5,198
Due to customers on construction ENERFZESR
contracts (included in trade BB (BRIBEEEN
and other payables) AR 3R B EL At FE A5 500 (11,563) (24,764)
(10,382) (19,566)

At 31 December 2003, the net retention held by
customers for contract works included in trade and other
receivables of the Group as disclosed in note 21

amounted to HK$10,458,000 (2002: HK$13,720,000).

At 31 December 2003, advances received from
customers for contract works included in other payables
of the Group as disclosed in note 23 amounted to

HK$1,644,000 (2002: HK$1,091,000).

ARNHOLD HOLDINGS LIMITED % FJ{Z2i% B R A 7]

RZBZE=F+ZA=+—H BEFH
BEZEHNIRRBEFEARAE
10,458,000 (Z 2T _F: B
13,720,0007T) - B BIEEM 21 FrikE 2
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2B PR 2 T8 FEE 1,644,000
T (ZZEZT ZF:%%1,091,0007T) °



NOTES TO THE ACCOUNTS && B 5%

21. TRADE AND OTHER RECEIVABLES

21. FE W RR AR R H 4t BB WK

The Group The Company
r& rAR

2003 2002 2003 2002

2Rz BB C"BB=Hf CZBB=-F

HK$000 HK$7000 HK$7000 HK$7000

BETT BETFT BETT BE T

Trade receivables FEY & 5 8RN 113,020 123,620 = -

Retention receivables FEW R & HIE 17,133 24,355 = -
Prepayments and other BN RER

receivables H fth, & W% 5,713 6,777 73 398

135,866 154,752 73 398

Included in trade and other receivables are trade and

retention receivables (net of specific provisions for

W B R R EL A R B P U 5 AR K
MREE (EHRRESKRER)  HEREK

doubtful debts) with the following aging analysis: DT
The Group
E
2003 2002
—EE=F .
HK$7000 HK$’000
B F T B F T
Current K480 HR 42,292 60,911
One to three months overdue mE—Z=={FA 50,126 38,347
More than three months overdue mHAEBA=M@A

but less than twelve months overdue BLR+=@A 17,553 27,150
Overdue more than twelve months wmHEAEB T — @A 20,182 21,567
Total trade and retention receivables EWESEFRRRBCLHE 130,153 147,975
Prepayments and other receivables TE A R IR Ko E A FE UK 5,713 6,777
135,866 154,752
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21. TRADE AND OTHER RECEIVABLES (continued) 21. W RRFR K H fth B WK (AR
Debts from construction contracts are due when BEAANRTEREMBFEBLERI A
architect certificates are issued and other debts are due M HEBREFEETEREBRNERLER
normally from the date of billing. Debtors with balances R H - A B ERR R ARG
that are long overdue are normally requested to settle BANBFEATEEBRBRNGESR T Al B
all outstanding balances before any further credit is FTEE®R-
granted.
22. CASH AND CASH EQUIVALENTS 22 RERBEEEY
The Group The Company
rEHE YN
2003 2002 2003 2002
—®RE=F _BT_F | —¥BW=F _TE_F
HK$000 HK$7000 HK$’000 HK$’000
BETTT BETFT BETTT BT T
Bank deposits with REIEMER
original maturity of =EAHNAT
three months or less ZRITFER 46,301 40,058 = -
Cash at bank and in hand RIIERRAE 26,371 14,559 19 20
72,672 54,617 19 20

ARNHOLD HOLDINGS LIMITED % F|#Z ik B R A 7
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23. TRADE AND OTHER PAYABLES

23. PR RRA K H Ath B S 3K

The Group The Company
r&HE AN
2003 2002 2003 2002
—BR=F _—TT-HF C"BFT=F _—TT-F
HK$7000 HK$7000 HK$7000 HK$000
BETT BT T BETT BT T
Trade and bills payables B E 5 R
YEES 47,837 55,238 - -
Accruals and other EFER R
accounts payables H i & 5 BR 3K 57,181 72,118 1,109 1,119
Advances received BEPEMNRK
from customers 1,644 1,091 = -
106,662 128,447 1,109 1,119

All of the above trade and other payables are expected

to be settled within one year.

Included in the trade and other payables are trade and

bills payables with the following aging analysis:

PA L B B FEA AR R R EL At FE A SRFE B A 0

—FREM-

e R R H B KB RENE SRR
REMEE EREOTMOT:

Due within one month or on demand
Due after one month but within
three months

Due after three months

Total trade and bills payables

Accruals and other accounts payables

Advances received from customers

The Group
rEE

2003 2002

—EE=F —ET_F

HK$7000 HK$°000

B F T B F T

— & A 7 sk 5 2 iR A Bl B 35,981 44,444
—EA%E=EA R

11,387 9,692

=& R &3 469 1,102
ERNESERRENRR

48 %E 47,837 55,238

EEERAREMBENERR 57,181 72,118

EPEMK 1,644 1,091

106,662 128,447
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24. PROVISIONS

At 1 January 2003

Additional provisions

Less: Amounts utilised

Charge to consolidated
profit and loss account

Less: Amounts settled

Net effect on provisions

At 31 December 2003

25. SHARE CAPITAL

Ordinary shares of HK$0.10 each
BREERB0ITZEER

R-ZZET=%—H—H

BN
2B AFA

BEAaREXRNE

b1

B XA

R-FF=F+-A=+-A

At 1 January and at 31 December R—A—AR

Ordinary shares of HK$0.10 each
BREERB0ITZEER

At 1 January

Exercise of share options

Repurchase of ordinary shares

At 31 December

+ZR=+-8

n—A—H
TERERE
BEEER

RE=A=+-R
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24, B

Long service

Employee leave

payments Entitlements Total
RH EE8
BR#% & EEZRBH Ay
HK$’000 HK$’000 HK$000
BETFT BETT BETT
1,291 1,161 2,452
1,016 1,349 2,365
- (1,106) (1,106)
1,016 243 1,259
(894) (380) (1,274)
122 (137) (15)
1,413 1,024 2,437
25. B
2003 2002
“RB=F “FRCF
Authorised Authorised
EE EE
Number of shares HK$000 Number of shares HK$000
RHHE BETT RinEE BETTT
800,000,000 80,000 800,000,000 80,000
Issued and fully paid Issued and fully paid
CERTREME BERITREAR
Number of shares HK$’000 Number of shares HK$000
RO EE BETT Rih&E EEFT
224,496,000 22,450 615,896,000 61,590
- - 3,600,000 360
- - (395,000,000) (39,500)
224,496,000 22,450 224,496,000 22,450




NOTES TO THE ACCOUNTS && B 5%

26. RESERVES

The Group

At 1 January 2002,
as previously reported
Effect of adopting SSAP 12
(revised)

At 1 January 2002,
as restated
Loss attributable to
shareholders
Reserve realised upon
recognition of
impairment loss
Repurchase of ordinary shares

Exercise of share options

At 31 December 2002,
as restated

At 1 January 2003,

as previously reported

Effect of adopting SSAP 12

(revised)

At 1 January 2003,
as restated
Profit attributable to
shareholders
Proposed dividend
Deficit on revaluation

Share repurchase expenses

At 31 December 2003

WN-EE-F-F—-R"
REF
RERGEE

REAEERY
276

BRERRN
TEBRE

R-ZE=F-f-8
RE5
REEMESF

Rk 8
BB
R BOER

RZZE=
+-A=+-H

26. #1B
AEE
Other

properties  Investment
revaluation  revaluation

Share reserve reserve Retained  Contributed

premium  Eft#% RE earnings surplus Total
RGRE EfHE 2 ERHEE  RER%  BEHRH a2y
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EMTT EMTT EMTT EMTT EMTT EMTT
438,218 1,772 (7,800) 137,004 808 570,002
- (283) - 159 - (124)
438,218 1,489 (7,800) 137,163 808 569,878
- - - (42,422) - (42,422)

- - 7,800 - - 7,800
(347,600) - - (4,198) - (351,798)
1,771 - - - - 1,771
92,389 1,489 - 90,543 808 185,229
92,389 1,772 - 90,537 808 185,506
- (283) - 6 - (277)

92,389 1,489 - 90,543 808 185,229
- - - 1,212 - 1,212
_ - - (9,878) - (9,878)
- (880) - - - (880)
- - - () - ©)

92,389 609 - 81,872 808 175,678
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26. RESERVES (continued)

The Group

Company and subsidiaries L

as previously reported

Effect of adopting SSAP 12 %4

(revised)

Associate B

At 31 December 2002,

as restated

Company and subsidiaries L
7

Associate B

At 31 December 2003

ARNHOLD HOLDINGS LIMITED % F|#Z ik B R A 7

26. f#E (&)
KEE
Other
properties  Investment
revaluation  revaluation
Share reserve reserve Retained  Contributed
premium  Eft#% RE earnings surplus Total
RGEE EffE 2 EfREE 2 RERH  BHEH ay
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EMTT EMTT EMTT EMTT EMTT EMTT
92,389 1,772 - 84,530 808 179,499
- (283) - 6 - (277)
- - - 6,007 - 6,007
92,389 1,489 - 90,543 808 185229
92,389 609 - 80,042 808 173,848
- - - 1,830 - 1,830
92,389 609 - 81,872 808 175,678




26. RESERVES (continued)

NOTES TO THE ACCOUNTS && B 5%

26. f#% (&)

The Company AATH
Share Retained Contributed
premium earnings surplus Total
R4 a8 RE B BERER By
HK$000 HK$000 HK$’000 HK’000
BT T BT T BT T BT
At 1 January 2002 R_ZZBZE_F
—HA—H 438,218 27,065 75,067 540,350
Loss for the year AERBE - (18,973) - (18,973)
Repurchase of BREELER,
ordinary shares (347,600) (4,198) - (351,798)
Exercise of share options 1718 BB B 1,771 - - 1,771
At 31 December 2002 R-_TE_F
+ZA=+—8H 92,389 3,894 75,067 171,350
Profit for the year KEE M - 8,394 - 8,394
Proposed dividend Bk iz 8 - (9,878) - (9,878)
Share repurchase expenses F& £ % @ & A - (5) - (5)
At 31 December 2003 R-EE=fF
+=A=+-H 92,389 2,405 75,067 169,861

The Group profit for the year retained of HK$1,212,000
(2002: retained loss of HK$42,422,000, as restated)

included a loss retained by an associate of HK$263,000
(2002: retained profit of HK$174,000).

The distributable reserves of the Company at 31
December 2003, under the Companies Act 1981 of
Bermuda, amounted to HK$77,472,000 (2002:
HK$78,961,000).

REESEBE2RBEMNHREE
1,212,000t (ZZEZ_F:REBIELNBE
#42,422,0007T  REF) - BE—BEAQ
A2 REBEAE 263,000t (ZEZT =
FRB R F KB 174,0007T) ©

RZBZE=F+ZA=+—B AQAK
BARE-NN—FRAVEAIHSEFER
HiEABWT77,472,0000C (ZEE ZF B
78,961,0007T) °
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26. RESERVES (continued)

27.

The Company

The contributed surplus of the Group represents the
excess of the nominal value of the shares of Arnhold
(B.V.l.) Limited and the nominal value of the deferred
shares of Arnhold Investments Limited acquired over the
nominal value of the Company’s shares issued in
exchange therefore pursuant to the Group’s

reorganisation in December 1993.

The contributed surplus of the Company represents the
undistributed excess of the net assets of the subsidiaries
acquired over the nominal value of the Company’s shares
issued in exchange therefore pursuant to the Group’s
reorganisation in December 1993. Under the Companies
Act 1981 of Bermuda, the contributed surplus is
distributable.

DEFERRED TAXATION

Deferred taxation are calculated in full on temporary
differences under the liability method using a principal

taxation rate of 17.5% (2002: 16%).

ARNHOLD HOLDINGS LIMITED % F|#Z ik B R A 7

26. f#% (&)

27.

KA F

al

AEBZEHRBBRIERE AArnhold
(B.V.L) Limited 2 RN EEHEZFIZEHR
fRARCIEER S EEBS AN AIRE—
NMN=FF+—AEBEAMETZRMN
(ERARBR EMRM) BE 2 Btk

ARBIZEBBRBRREBAZSHE LR
ZEEFEBARARBRE-NAN=ZF1
“REBRERBT RN ARBZEN
BRBAIZEERBE) BEZRD KA
REBRE-NN-—FRFDE BEHAR
AT ke

i 5 B TR

B ERAEELIREERERTIEMN
R175% (2B -F:16%) IE2 8B E-
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27. DEFERRED TAXATION (continued)

The movement to the deferred tax liabilities during the

year is as follows:

At 1 January 2002,
as previously reported
Effect on adoption

of SSAP 12 (revised)

At 1 January 2002,
as restated
Deferred taxation credited to
the consolidated profit
and loss account (note 10)
Effect on adoption
of SSAP 12 (revised)

At 31 December 2002,

as restated

At 1 January 2003,
as previously reported
Effect on adoption

of SSAP 12 (revised)

At 1 January 2003,
as restated

Deferred taxation charged
to the consolidated profit

and loss account (note 10)

At 31 December 2003

B ERIE121&

i s R =
RE

EEHEEGAERRNA
AL (3E10)

R-_ZEZ-_F+-_A=+—8"

RE

R-_ZEZ=%—Ff—8"

HE
EERBEERABERA
X 3 (HE10)

R-ZEE=%+-A=t+-H

27. EEB A (&)

EIEBAR ERER 2B

Accelerated
depreciation
allowance
mEfE
SHE
HK$°000
BETT

430

430

367

367

367

367

Revaluation
of properties
EXrL/ES
HK$°000
BT

124

124

153

277

277

277

110

387

m

Total
By
HK$'000
BETT

430

124

554

644

367

277

644

110

754
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27. DEFERRED TAXATION (continued)

The amounts shown in the consolidated balance sheet

include the following:

Deferred tax liabilities to be settled

after more than 12 months

The potential deferred tax assets which have not been

accounted for in the accounts amount to:

Accelerated depreciation allowance

Other timing differences

ARNHOLD HOLDINGS LIMITED % F|#Z ik B R A 7

27. EEB A (&)

2003
—EBE=F
HK$’000
BETFT

HiBI2EAEEEREL
REHBEEE 754

EREGEEABRIIGRZSEER:

The Group
AEME

2002
—ERE-F
HK$’000
BT T
(restated)
(E751)

644

TRFARBEAZEERERGEE:

The Group
rEE
2003 2002
—BB=F _—TT_F
HK$7000 HK$°000
BYFTT BT T
MR ERTE (310) (293)
HAth 5 = (16,397) (14,124)
(16,707) (14,417)
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28. CONTINGENT LIABILITIES 28. RAEE
(a) At 31 December 2003, there were contingent @ RZEE=F+-_A=+—8=HA
liabilities in respect of the following: BEWMT
The Group The Company
xEE b NN
2003 2002 2003 2002
22§ _—TT_F CZBBZF _—ITIT_F
HK$7000 HK$000 HK$7000 HK$000
BEFTT BT BEFTT BT
Guarantees for credit REMER A
facilities granted A $R 17 #2 it
by a bank on behalf gRER
of subsidiaries = - 222,000 222,000
(b) Certain subsidiaries have given undertakings to b) ETHBRAREMRITAREME=

banks that they will perform certain contractual
non-financial obligations to third parties. In return,
the banks have provided performance bonds and
letters of guarantee to third parties on behalf of
these subsidiaries. As at 31 December 2003, the
amount of guarantees outstanding was
HK$16,216,000 (2002: HK$28,683,000).

P
FTRITETHVBEEZENEE-
ZERITERERREERB LT M
E=ZFREBHNRERERE R
EE=F+_A=+—H ERELE
APE%16,216,0007T (ZTT ZF 8
#28,683,0007T) °

palllg
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29. COMMITMENTS

At 31 December 2003, the Group had future aggregate

minimum lease payments under non-cancellable

operating leases as follows:

Land and buildings
— Not later than one year
— Later than one year and not later

than five years

At 31 December 2003, the Group had future aggregate
minimum lease payments receivable under non-

cancellable operating leases as follows:

Land and buildings
— Not later than one year
— Later than one year and not later

than five years

ARNHOLD HOLDINGS LIMITED % FJ{Z2i% B R A 7]

29. &I

R_ZBT=F+_A=+—HB K~&ER
BEAARESEHORN 2 AREEES

BEBIT
The Group
KEH
2003 2002
—EE=HF —EE-F
HK$7000 HK$000
EB¥TF T BT T
T REF
—R—FANEM 841 2,102
- RE_ZERAFRER
2,119 3,126
2,960 5,228

R-EZE=F+_A=1T—H AKER
BAARELEEORE . AREERS

WEELDT -
The Group
rEE
2003 2002
:ggzi :§¥:¢
HK$7000 HK$000
EBY T BT T
T REF

—R—FERNE® 225 307

—RE_EZFRFREM
- 81
225 388
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29. COMMITMENTS (continued)

At 31 December 2003, the Group has outstanding
forward exchange contracts to buy EUR4,878,000 (2002:
EURS5,313,000) at various rates totaling approximately
HK$43,972,000 (2002: HK$40,366,000); to buy
JPY83,155,000 (2002: JPY220,230,000) at various rates
totaling approximately HK$5,916,000 (2002:
HK$14,025,000); to buy GBP1,747,000 (2002:
GBP1,301,000) at various rates totaling approximately
HK$22,117,000 (2002: HK$15,679,000); to buy
US$4,000,000 (2002: US$ Nil)
approximately HK$31,101,000 (2002: HK$ Nil).

at various rates totaling

In addition, as at 31 December 2003, the Group had an
outstanding foreign exchange flexi-forward contract,
pursuant to which if the spot rate for conversion of
United States dollar (“USD”) to EURO dollar (“EUR”),
expressed as the amount of USD required to buy one
unit of EUR, on 28 January 2004 (the “Spot Rate”) is
above the contract rate of 1.036 for conversion of USD
to EUR (the “Contract Rate”), the Group will have an
option to buy EUR 1,000,000 (2002: Nil) against USD
at the Contract Rate, whereas if the Spot Rate is at or
below the Contract Rate, the counterparty will have an
option to sell EUR2,000,000 to the Group against USD
at the Contract Rate (2002: Nil).

29.

RZET=F+-_A=+—HB 5B
ﬁﬂ?ﬁﬁﬁlﬁ%ﬁ%)\mmooo@xﬁ(:%
Z 4 :5,313,0008K 7T) &9 181 K B HA 3= HA
#) 48 5E 49 B 5 43,972,0007T (=
ZF H97E % 40,366,0007T) i FETH
P R 8% A 83,155,000 T (ZTT 4
220,230,000F 7T) & (= & 2| B iR HASME &
AR A)E A 5,916,000 (ZEE =
F 47 %14,025,0007T) 1R T F [E X
A1,747,000% 8 (ZZFZ =4 :1,301,000

$7|\IZ

W) MM AR R AINES LB TEL E
BER22,117,0000 (ZEE ZF QB

15,679,0007T) ; &~ [F] [ & §& A 4,000,000
EX(ZEE_F :TE) WEAIEER

BiSNE & 4B 8 49E 8 % 31,101,0007T
(ZZEE-_F B8BZTx) -
VR —_ZEE=F+_A=1+—H &%

B A & K B HA R BASNEE & 40 - 4R b 1 BA R
—ETNE-AZ+/\BBEIMITH®
E LAY R A3 T N BT B A [ X
([ENHAE =R |) MR ETHBUTE HE X
1.036 ([EREX]) KNEBBBEZRR
& HIBE = A ZE T g A1,000,00088 7T (=&
o6 T) WANHEREENKERE
WER BIFTHH A IREBEIRADEEA

% 7T 6 AN 5 B (7)€ 2,000,0008 7T ([ — &
ToF:F])oe
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30. RELATED PARTY TRANSACTIONS

Significant related party transactions which were carried

30. BERMEALZRS

AT RAEEERmmEALTERTEE

out in the normal course of the Group’s business are as BHRETZERRS:
follows:
2003 2002
—BR=F —ETF
HK$’000 HK$’000
B F T BT T
Administration fee received by ZH B R A 7
Arnhold & Company, Limited from NEWEZ TR E A
the associate (see note (a) below) (& FXHiat(a) 948 938
Gross rental income received by ERABR A T W
Grandful Limited from the AR E S WA
associate (see note (b) below) (& TFXHiat b)) 264 110

(a)

Arnhold & Company, Limited provides
management services to the associate for which it
charges an administration fee at a fixed monthly

amount.

During the year, the associate paid rental expenses
of HK$264,000 (2002: HK$110,000) to one of the
subsidiaries of the Group, Grandful Limited.

In addition to transactions with related companies
as disclosed above, professional fees of HK$60,000
(2002: HK$303,000) were paid to a firm in which
an independent non-executive director is a partner.
Besides, sales of consumer goods of
HK$11,811,000 (2002: HK$5,959,000) to a listed
group of companies in which an independent

non-executive director is also a director of the listed

group.

ARNHOLD HOLDINGS LIMITED % FJ{Z2i% B R A 7]

@ ZHERLAREEERSETHES
RE Y EHRARBEE ZTHRER-

b)) REN BEARINESERLOE
#264,000 (ZEZT ZF:HEK
110,0007T) T —RIAEB 2 HE A
Al REAMRAG

(0 BTEMEFEBAERRZZSIN K
EERA-RAAXNEXERNBE
60,000 L (ZZEZE_F HEK
303,0007T) * ANA A Z — B IEH
TEERZDAFZAEB AN I
M—EALTAREEHEEREERD
11,811,000 (ZEZTZF 408
#5,959,0007T) - NA R — BB
BITES T RZ ETEBCZES-
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30. RELATED PARTY TRANSACTIONS (continued) 30. EEREALZX S (&)
It is the intention of the directors of the Company BREBERARREFGZER XEEH
that the Group will continue its business BAEEA 2 EERBREAN LR
relationships with related parties under similar EBBR-ARRIZEERAR B E
bases as adopted in previous years. In the opinion MEMERETIRGIIERTE
of the directors of the Company, the transactions BREPRESEHERTET

with the related companies were carried out in the

ordinary course of business on normal commercial

terms.
31. APPROVAL OF ACCOUNTS 31. #&ARE
The accounts were approved by the board of directors EFEgeXN_TTMF=A+—BHER
on 11 March 2004. FEZERB-
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