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REPORT OF THE DIRECTORS i 3 fr #;

The directors have pleasure in submitting the annual report together
with the audited financial statements of Arnhold Holdings Limited (the
“Company”) and its subsidiaries (collectively the “Group”) for the year

ended 31 December 2004.

PRINCIPAL ACTIVITIES AND
GEOGRAPHICAL ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. The
principal activities and other particulars of the subsidiaries are shown in

note 15 to the accounts.

An analysis of the Group’s performance for the year by business and

geographical segments is set out in note 2 to the accounts.

At no time during the year have the directors, their associates or any
shareholder of the Company (which to the knowledge of the directors
owns more than 5% of the Company’s share capital) had an interest in

these major customers or suppliers.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2004 are set

out in the consolidated profit and loss account on page 30.

The directors resolved not to recommend the payment of any interim
dividend for the six months ended 30 June 2004.

The directors recommended the payment of a final dividend of
HK4.4 cents per ordinary share totaling HK$9,878,000 for the year
ended 31 December 2004.

RESERVES

Movements in the reserves of the Group and the Company during the

year are set out in note 26 to the accounts.

CHARITABLE DONATIONS

Donations made by the Group during the year amounted to HK$48,000
(2003: HK$254,000).
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FIXED ASSETS Pl & &

Details of the movements in fixed assets of the Group are set out in A 4 8] [ 5 B E 2 5 ) RE I 4 SO R B B R

note 14 to the accounts. 14-

PRINCIPAL PROPERTIES FEPYE

Details of the principal properties held for investment purposes are set RERERBRZ TEWEFEHNESTH -
out on page 87.

SHARE CAPITAL JBe AR

Details of the movements in share capital of the Company are set out in AN T AR 22 58 B R AT SR R E B EE2S o

note 25 to the accounts.

FIVE-YEAR FINANCIAL SUMMARY T A B s

A summary of the results and of the assets and liabilities of the Group A S5 T B T B BUAE B 2 S AR N E AR T
for the last five financial years is set out on page 86. BHIRH86H -

RETIREMENT SCHEMES WK 4wk #

Particulars of the retirement schemes of the Group and the Company as KEBBARNFR _FEZNEH+_A=+—H

at 31 December 2004 are set out in note 8 to the accounts. B AR IR & w0 FE IS U IR B M 5ES o
PURCHASE, SALE OR REDEMPTION OF WA ~ B Il Ot
SHARES

The Company has not redeemed any of its shares during the year ended WEE _FFNE+ A =+—HIEFEE K
31 December 2004. Neither the Company nor any of its subsidiaries has 7 ) Sl 0 B ] AT ] A 2 &) B o 4 1R AR /A A

purchased or sold any of the Company’s shares during the year. S5 B 2 R0 S ARE e e B B A ) A S D R
#y o
PRE-EMPTIVE RIGHTS B S ik L R

No pre-emptive rights exist under the laws of Bermuda in relation to A FERE M A A R BT AT B 2 B
issue of new shares by the Company. T B MR B
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DIRECTORS W
The directors of the Company during the year and up to the date of this AFER R REARE BB L ANFZEHR
report are: mr:
Executive directors: AT
Michael John Green K 1o B AR
(also appointed as an alternate director to Mr. Simon Murray) (INBEERBHEMHRZ HFAEH)
Lai Ka Tak, Patrick R7E1e
Daniel George Green (appointed on 1 January 2004) FHEeEM (it ZFEEWFE—H—HEZE(F)
Woo Chun Yu, Adolf (resigned on 31 August 2004) HsF (p ZFEFEWENA =+ —HEHT)
Leung Tak Tong, Eric (resigned on 21 September 2004) RpEag ( ZEEPAFEILH Z A — HFHE)
Non-executive directors: FFHATEF:
Augustus Ralph Marshall Augustus Ralph Marshall
Christopher John David Clarke fifj Kk 2
(re-designated as a non-executive director on 17 September 2004) (= FFPEFEIHA A+ H B F 5 FH
178 %)
Independent non-executive directors: WP TERF
V-Nee Yeh Ei
Simon Murray R
(re-designated as an independent non-executive director on (e ~FEPETHA 1L H S 55T
17 September 2004) 1T EF)
Thaddeus Thomas Beczak (appointed on 17 May 2004) Thaddeus Thomas Beczak

(= FFWNERH L HEZRT)

In accordance with bye-law 87(1) of the Company’s bye-laws, Messrs MR AN A AL = AR A0 R 87 (1) J5 th RSB R

Simon Murray and Augustus Ralph Marshall retire by rotation and, K Augustus Ralph Marshall %G 2E # {8 45 3R - I i
being eligible, offer themselves for re-election. AT
In accordance with bye-law 86(2) of the Company’s bye-laws, Mr. R 48 AR 4y W) 41 Bk 2 A2 A1 HI 86(2) %% » Thaddeus

Thaddeus Thomas Beczak who was appointed on 17 May 2004 retires Thomas Beczak 5t AE I i € fi [ 53 4F K & 45
at the forthcoming annul general meeting and, being eligible, offers IR 7 R AT

himself for re-election.
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DIRECTORS (continued)

The Company has received annual confirmation of independence from
each of Messrs. V-Nee Yeh, Simon Murray and Thaddeus Thomas Beczak

wherein:

—  Mr. Simon Murray who was re-designated as an independent non-
executive director during the year, has certain investments made in
common with Mr. Michael John Green, an executive director and
Chairman of the Company. According to the confirmation given by
Mr. Murray to the Company, Mr. Green’s involvement in these
investments is of the nature of a mere investor and is believed that
their mutual investments will not affect his independence to the

Company itself.

—  Mr. V-Nee Yeh is the Chairman of Hsin Chong Construction Group
Ltd. which through its subsidiaries/associated companies had
business transactions with the Group. These transactions were not
considered connected transactions pursuant to the Listing Rules.
According to the financial statements of the Group, these
transactions in 2004 amounted to approximately HK$5 million and
were considered immaterial to the Group’s turnover for the year. It
is therefore believed that such relationship will not affect the
independence of Mr. Yeh in his role as an independent non-executive

director of the Company.

Upon due and careful consideration and on the basis of the foregoing,
the Company considered all independent non-executive directors of the

Company to be independent.
DIRECTORS’ SERVICE CONTRACTS

None of the directors who are proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company which
is not determinable within one year without payment of compensation,

other than statutory compensation.
DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Company’s business to
which the Company or its subsidiaries was a party and in which a director
of the Company had a material interest, whether directly or indirectly,

subsisted at the end of the year or at any time during the year.
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RELATED PARTY TRANSACTIONS

Significant related party transactions entered into by the Group during
the year ended 31 December 2004, which do not constitute connected
transactions under the rules governing the listing of securities (“Listing
Rules”) on the Stock Exchange of Hong Kong Limited are disclosed in

note 30 to the accounts.
MAJOR CUSTOMERS AND SUPPLIERS

The percentages of sales and purchases for the year attributable to the
Group’s major customers and suppliers during the financial year are as

follows:

i

BAMBAL2ZRY

AT “FF DT A = A IR
FE 8 AT S L AR B O 5 5 AT B4
05 L TR (LR ) 2 L5 AR
52 5 2 47 WA K 52 50 R I 30
e L

ER-F- 92D i ¥ ]

A B P B AR JEE 2 R I R 7 A A AR
EziErBEREZ AT

Percentage of

the Group’s total

i A S B AT 4 BB
Sales Purchases
8 i ik £
The largest customer BEREF 6.6%
Five largest customers in aggregate K IR % F 45t 25.3%
The largest supplier B K AL T 15.9%
Five largest suppliers in aggregate B R ARk R P A wE 47.8%

SHARE OPTION SCHEME

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. The following information relating to the Scheme is made
pursuant to the requirements as contained in Chapter 17 of the Listing
Rules (reference is made to the circular of the Company dated 24 June
2002 (the “Circular”). Terms defined in the Circular have the same
meanings when used in the following summary unless the context

requires otherwise):
i)  Purpose of the Scheme

The purpose of the Scheme is to recognise and acknowledge the
contribution that Eligible Persons have made or may make to the

Company and to attract and retain and motivate talented staff.
ii) Participants of the Scheme

The participants of the Scheme shall be such Eligible Persons as

the Board in its absolute discretion determines.
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SHARE OPTION SCHEME (continued)

ii)

iv)

v)

vi)

Maximum number of Shares available for issue under the Scheme

The maximum number of the Shares which may be issued upon
exercise of all outstanding Options to subscribe for Shares granted
and yet to be exercised under the Scheme and any other share
option scheme shall not exceed 10% of the total number of Shares
in issue of the Company as at the date of approval of the Scheme.
As at 31 December 2004 and the date of this report, 15,049,600
shares were available for issue under the Scheme representing 6.7%

of the total issued share capital of the Company.

Maximum entitlement to any one participant

Under the Scheme, the maximum entitlement to Options of each
Eligible Person shall be such that the total number of Shares issued
and to be issued upon exercise of Options granted and to be granted
to him/her in any 12-month period up to each Commencement
Date must not exceed 1% of the issued share capital of the Company

at the relevant Commencement Date.

Period and payment on acceptance of Options

Under the Scheme, an Offer may be accepted by an Eligible Person
in whole or in part in respect of all Shares for which it is offered
to such Eligible Person when the duplicate letter comprising
acceptance of the Offer duly signed by the Eligible Person together
with a remittance in favour of the Company of HK$1.00 by way of
consideration for the grant thereof is received by the Company

within forty days from the Offer Date.

The basis of determining the exercise price

The Subscription Price in respect of any Option shall be not less
than the highest of (i) the closing price of a Share as stated in the
Stock Exchange’s daily quotations sheet on the relevant
Commencement Date in respect of such Option, which must be a
Business Day; (ii) an amount equivalent to the mean closing price
of a Share as stated in the Stock Exchange’s daily quotations sheets
for the five Business Days immediately preceding the relevant
Commencement Date in respect of such Option, which must be a

Business Day, and (iii) the nominal value of a Share.
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SHARE OPTION SCHEME (continued)

vii) Remaining life of the Scheme

The Scheme is valid and effective for a period of 10 years

commencing on the Adoption Date unless otherwise terminated

under the terms of the Scheme.

Details of Options granted to directors and employees under the Scheme

as at 31 December 2004 are as follows:

ARG

e Ay

Yk It At B (w0

vii) i k2 AR A

W AR B a2 Ak R KA > 5% T K
HEBR AN H0 AR 4 BT[] oA 90 ) A e

B F I = B R
9 I ELE th O R 2 A

Exercised/ Outstanding
Outstanding lapsed/ options as at
options as at cancelled 31 December
1 January during the 2004
Date of 2004 Granted year ZZZNH
options ZZZWAE  during the RAER +=H Subscription
granted —H—H year i/ =+—H price
&l Wi R AT Z RAER B,/ Note WRITHZ per share
Ji DB A P Ji I Bl i I T IBCHE A OB N
HKS$
Directors [
Woo Chun Yu, Adolf — #I#F 18 September 2003 1,500,000 - (1,500,000) (i) - 0.500
“EERZEAA AR
Leung Tak Tong, Eric ~ #fE % 18 September 2003 1,500,000 - (1,500,000) (i) - 0.500
“EEZEATAH
Lai Ka Tak, Patrick REH 18 September 2003 1,500,000 - - 1,500,000 0.500
“ERZFRATAH
19 November 2004 - 1,700,000 - 1,700,000 0.602
“EENES—ATUA
Daniel George Green ~ FHE e EH# 18 September 2003 1,200,000 - - (iii) 1,200,000 0.500
“EEZFAA AR
19 November 2004 - 2,000,000 - 2,000,000 0.602
“EENES AR
Employees g8 18 September 2003 1,500,000 - (500,000)  (iv) 1,000,000 0.500
“EEZFAA AR
7,200,000 3,700,000 (3,500,000) 7,400,000
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SHARE OPTION SCHEME (continued)

Notes:

(i) Mr. Woo Chun Yu, Adolf resigned as a director of the Group on 31 August 2004,
1,500,000 Options with exercise price of HK$0.500 per Share were lapsed as a result

of his resignation.

(ii)  Mr. Leung Tak Tong, Eric resigned as a director of the Group on 21 September
2004, 1,500,000 Options with exercise price of HK$0.500 per Share were lapsed as a

result of his resignation.

(iii) Mr. Daniel George Green was appointed as a director of the Group on 1 January
2004 and 1,200,000 Options with exercise price of HK$0.500 per Share were

reclassified for disclosure.

(iv) These options with exercise price of HK$0.500 per Share were lapsed on 16 May

2004 since the grantee ceased to be an employee of the Group during the year.

At the dates before the Options were granted, being 17 September 2003
and 18 November 2004, the market values per Share were HK$0.500
and HK$0.600 respectively.

The Options granted on 18 September 2003 can be exercised in two
instalments, 50% of which at any time between 1 September 2005 and
30 August 2010 and the remaining 50% at any time between 1 September
2006 and 30 August 2010.

The Options granted on 19 November 2004 can be exercised in two
instalments, 50% of which at any time between 1 November 2006 and
30 August 2010 and the remaining 50% at any time between 1 November
2007 and 30 August 2010.

The Options granted on 19 November 2004 are not recognized in the
financial statements until they are exercised. Based on the binomial
option pricing model, the fair value of the Options was HK$0.141.
However, since the valuation relies on subjective assumptions such as
the estimated volatility of the Share price, the binomial option pricing
model does not necessarily provide a reliable measure of the fair value

of the Options.
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SHARE OPTION SCHEME (continued)

The weighted average assumptions used are as follows:

i

i B B Wl 3 (m0)

Jon R ~F- 27 (1Y A fl e

2004

ZRBNAE

Risk free interest rate (in %) 9 A B 2R (%) 2.8
Expected life (in years) TAFHER (4F) 6.0
Volatility (in %) WM (%) 49.2
Expected dividend per share (cents) H A RS () 4.4

Apart from the Scheme mentioned above, at no time during the year
was the Company or its subsidiaries a party to any arrangements to
enable the directors of the Company to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other
body corporate. None of the directors (including their spouse and children
under 18 years of age) have been granted, or have exercised, any rights

to subscribe for shares of the Company.

ARNHOLD HOLDINGS LIMITED % FI|l 5 Ji 45 B2 /A 7]

BR DL B R 2 5% wt # Ak o AR 2 F el B 2
BT S T ST AT AT 2 PR > S AR S T 2 0
AR A CHA R N T B 2 BBy A 2 1 A
Ml at > & (IS 2 B M LT T
2o A A T AT AT AR AT A 2 Ry
ZHER o



REPORT OF THE DIRECTORS i 3 fr ¥ 45

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2004, the interests and short positions of each
directors in the shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) as recorded in the register
maintained by the Company under Section 352 of the SFO or as notified
to the Company and the Stock Exchange pursuant to the Model Code

o B B RAT BN B B4y -
bl B B Be 8 27 2 M A B R Y

MoEENES T HZ+—H > BEARLNE %
TERE 5 M B (TR5 5 R B Gp ) 5352
T A B 2 8 A T A SRR R AR A ) g
17 7 J5 28 B 9 A5 48 < BT 60 8 AR A ) K W A8
> % B R A A KOHARB R (e R R
T 1 65 A 1 55 XV ) 22 TR 073 ~ A B I 1

for Securities Transactions by Directors of Listed Companies were as ZHERE RIRZ R
follows:
Ordinary shares of HK$0.10 each B JI 7 (6 7 50,1000 2 3% 78 [t
Number of shares held
FABRY
Trusts Equity Percentage
and similar derivates of issued
interests (Note iii) share capital
Personal Family ~ Corporate  Fi#/ftf} JBe A Total T # 4T
interests interests interests ¥ H 5 5t & it TR interests JBe Ak 48 %
WAHER  FEEE BEEESE  EUER M) EREE H b
Executive directors: HiTEH:
Michael John Green Kro Bk 1,272,000 - - 166,093,617 - 167,365,617 74.55%
(Note i)
Daniel George Green FIE o 5 - - - 166,093,617 3,200,000 169,293,617 75.41%
(Note ii)
Lai Ka Tak, Patrick RER - - - - 3,200,000 3,200,000 1.43%
Non-executive directors: FHATEF:
Augustus Ralph Marshall Augustus Ralph Marshall - - - - - - -
Christopher John il 3 3 200,000 - - - - 200,000 0.09%
David Clarke
Independent non-executive BT EE:
directors:
V-Nee Yeh #HER 74,444 - - - - 74,444 0.03%
Thaddeus Thomas Beczak Thaddeus Thomas Beczak - - - - - - -
Simon Murray EiR 343,487 - - - - 343,487 0.15%
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

Notes:

(i) Such shares were held through corporations on behalf of the Michael Green Family

Trust.

(ii)  Such shares were held through corporations on behalf of the Michael Green Family

Trust in which Mr. Daniel George Green has a beneficial interest.

(iii) These represented interests of Options granted to directors under the Scheme to
subscribe for shares of the Company, further details of which are set out in the

section “Share Option Scheme” of this report.

All interests in the shares and underlying shares of equity derivates of
the Company are long positions. None of the directors held any short
position in the shares, underlying shares of equity derivatives or

debentures of the Company.

Save as disclosed above, as at 31 December 2004, none of the directors
and chief executives of the Company and/or any of their respective
associates had any interest and short position in the shares, underlying
shares and debentures of the Company or any of its associated

corporations (within the meaning of Part XV of the SFO).
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

The register of substantial shareholders maintained under Section 336
of the SFO shows that as at 31 December 2004, the Company had been
notified of the following substantial shareholder’s interests, being 5%
or more of the Company’s issued ordinary share capital. These interests
are in addition to those disclosed above in respect of the directors and

chief executives:

i

3 TR RS JBe 4y ~ A Bl JBe Ay % A
MR R RA

R4 8 I o ) R R 19 58 336 M E ZH T AP L 2
FEM ARG M R i —F R AE+ A
=t —H-ArACEME FIEA N A C %
1T MEA 5 %o e LA L 5 BB RO 4t o L S5 i )9 E
SO B R 2 o e AT BN B AR DL Ah 2 HE

EYX

i -

Percentage

of total

Ordinary issued shares

Name of shareholder shares held {fi © % 17 it
JBe 3K 4 P % 3% 8 Bt BETHH I
Pacific Investments (BVI) Limited 16,957,431 7.55%

Pacific Investments (BVI) Limited is a wholly-owned subsidiary of Usaha
Tegas Sdn. Bhd.

Save as disclosed above, as at 31 December 2004, the directors are not
aware of any other persons who have interests or short positions in the
shares, underlying shares of equity derivatives or debentures of the
Company or any associated corporations (within the meaning of Part
XV of the SFO) which would be required to disclose to the Company
pursuant to Part XV of the SFO.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered

into or existed during the year.
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed, for the purpose
of determining shareholder’s entitlement to the final dividend, from
27 April 2005 to 29 April 2005 (both days inclusive), during which
period no transfer of shares can be registered. In order to qualify for the
final dividend, all transfer documents accompanied by the relevant share
certificate(s) must be lodged with the Company’s branch share registrar,
Computershare Hong Kong Investor Services Limited, Shops 1712-1716,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong for registration not later than 4:00 pm on 26 April 2005.

CORPORATE GOVERNANCE

Throughout the year, the Company was in compliance with the Code of
Best Practice as set out in the then effective Appendix 14 of the Listing
Rules, save that the non-executive directors were not appointed for a
specific term as they are subject to retirement and re-election at annual

general meetings in accordance with the Company’s bye-laws.

The Company has adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in the Listing
Rules. The Company, having made specific enquiry, confirms that all
directors of the Company complied throughout the year with the required
standard set out in the Model Code and the Company’s code of conduct

regarding directors’ securities transactions.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of its directors as at the date of this annual report,
the Company has maintained sufficient public float as required by the

Listing Rules.
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AUDIT COMMITTEE

Written terms of reference which describe the authority and duties of
the Audit Committee were prepared and adopted with reference to “A
Guide for Effective Audit Committees” published by the Hong Kong
Institute of Certified Public Accountants and in compliance with the

code provisions stipulated in Appendix 14 of the Listing Rules.

The Audit Committee provides an important link between the board and
the Company’s auditors in matters coming within the scope of the Group
audit. It also reviews the effectiveness of the external audit and of
internal controls and risk evaluation. The Committee comprises two
independent non-executive directors, namely Messrs. V-Nee Yeh and
Thaddeus Thomas Beczak and a non-executive director, Mr. Christopher
John David Clarke.

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a review of the audited
financial statements for the year ended 31 December 2004 with the

directors.

AUDITORS

The accounts have been audited by PricewaterhouseCoopers who retire

and, being eligible, offer themselves for re-appointment.

On behalf of the Board
Michael John Green

Chairman

Hong Kong, 10 March 2005
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