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The Company is committed to maintaining high standards of corporate
governance in fulfilling the responsibilities to shareholders. Our
business culture and practices are founded upon a common set of
values that governs our relationships with customers, employees,
shareholders, suppliers and the communities in which we operate. The
Company also acknowledges and appreciates its responsibility towards
the society at large and has embarked upon various initiatives to
effectuate this.

The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) has
promulgated the Code on Corporate Governance Practices (the “CG
Code”) which came into effect in January 2005. Throughout the year
under review, the Company has complied with the code provisions of
the CG Code except in certain circumstances where in the opinion of
the directors of the Company (“the Directors”) are unsuitable to be
adopted by the Company at this stage. Details of such deviation are
discussed later in this report.

Directors’ Securities Transactions

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”) contained in the Rules
Governing the Listing of Securities (the “Listing Rules”) on the Stock
Exchange. The Company, having made specific enquiry, confirms that
all Directors 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.

The Board

Composition of the Board

The board of Directors (the “Board”) comprises eight members. Apart
from the Chairman who is an executive Director, the Board comprises
two other executive Directors and five non-executive Directors of which
three are independent. The composition of the Board is in conformity
with rules 3.10(1) and (2) of the Listing Rules which stipulates the
Board’s composition of a minimum of three independent non-
executive Directors with at least one of them possessing appropriate
professional qualifications and expertise.
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The Board (cont’d)

Composition of the Board (cont'd)

o3 (H)
0 A AR (80)

The executive Directors are Messrs Michael John Green (Chairman), — #1472 % A Kk Fe BAREA (/) ~ FHE« B EL (R
Daniel George Green (Deputy Managing Director) and Lai Ka Tak,  # 3 #8048 3#) KB 5515 564 FF 172 ¥ £y Augustus
Patrick; the non-executive Directors are Messrs. Augustus Ralph  Ralph MarshallJ A4z K& fif 338 e 4 KB L F AT 3
Marshall and Christopher John David Clarke; and the independent £ ¥4 3 %2 4 - Thaddeus Thomas Beczakt 4 & f5 tit
non-executive Directors are Messrs. V-Nee Yeh, Thomas Thaddeus [ 74 o K & e B Ja A fy FHE o B AR SE A 2 A8 - If B
Beczak and Simon Murray. Mr Michael John Green is the father of Mr [ ttt B S5 2 Sk Al #E A 45 T 4% & - 35 2 8 JE i A 4E 4t
Daniel George Green and has certain investments made in common % 7%£ 10EH A -

with Mr Simon Murray. Biographies of the Directors are set out on pages

7 to 10 of this annual report.

Throughout the year under review, the Board held 4 meetings. A i [B] i 4F B > # 25 & o6 8247 D0 UK & ko 45 26 25 % 2R 0%

summary of the attendance of individual Directors is stated below: BT
Designation
Name of Directors in the Board Catergory No. of meetings
WA HHEE RN BB %N of
Held during the year Attended
BERY HiY RV
Michael John Green Chairman Executive director 4 4
Ko B A ¥ A AT HE
Daniel George Green Deputy Managing Executive director 4 4
7+ e o &k Director
Al 3 g AR A BATE S
Lai Ka Tak, Patrick Finance Director Executive director 4 4
HEH B 15 A B AT HE
Augustus Ralph Marshall Director Non-executive director 4 2
#Hf FPATHE S
Christopher John David Clarke Director Non-executive director 4 3
] A #Hf FPATE
V-Nee Yeh Director Independent 4 4
- E #f non-executive director
5L IR AT R
Thaddeus Thomas Beczak Director Independent
o non-executive director 4 4
5L IE AT HE R
Simon Murray Director Independent
B R #H non-executive director 4 4
S IR AT R
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Division of Responsibilities

The Board is chaired by the Chairman and daily management is
oversaw by the Deputy Managing Director (“Deputy MD”) whose role
is similar to that of a CEO. The Board members meet from time to time
to discharge their duties effectively including setting corporate strategic
objectives; identifying potential risk and affirming that available
policies are in hand; delivering standards of directors and chief
executives’ ethical behaviour; ensuring company’s financial statements
are prepared on going concern; and disclosures are communicated to
authorities and the public on a timely basis. The management
formulates and implements the Board’s decisions while the Board
ratifies and monitors the same.

The posts of the Chairman and Deputy MD are held respectively by
Mr Michael John Green and Mr Daniel George Green. This segregation
ensures a clear distinction between the Chairman’s responsibility to
manage the Board and the Deputy MD’s responsibility to manage the
Company'’s business.

As the Chairman of the Company, Mr Michael John Green not only
oversee the effective running of the Board but also plays a full and
constructive part in the development and determination of the Group’s
strategies and overall commercial objectives. With close consultation
with the Chairman, other Board members and the management team,
the Deputy Managing Director develops the Group’s strategies and
implements the decision of the Board and its committees. The Board
also comprises independent non-executive Directors who bring strong
independent judgement, knowledge and experiences to the Board’s
deliberations.

Directors’ Appointment

Notwithstanding the provisions of the CG Code, non-executive
Directors are not appointed for a specific term and no specific
provisions are available under the bye-laws of the Company (the “Bye-
laws”) where Directors are obliged to retire by rotation at least once
every three years . The Bye-laws provided that save that the Board shall
have the absolute discretion to determine whether or not the chairman
and/or the managing director of the Company shall be subject to
retirement by rotation, at each annual general meeting one-third of
the directors for the time being (or, if their number is not a multiple of
three (3), the number nearest but not less than one-third) shall retire
from office by rotation. To ensure the smooth running and continuous
adhering to the strategic view of the Company, the Board believes that
it is more practical for the chairman/managing director of the
Company not subject to retirement by rotation. Though the Bye-laws
deviate from the provisions of the CG Code, the Board considers it
appropriate as all Directors, including those non-executives, at present
are effectively subject to retirement by rotation at least once every three
years. A retiring Director is eligible for re-election.
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Directors’ Appointment (cont’d)

Pursuant to Bye-law 86(2), any Director appointed to fill a casual
vacancy on the Board or as an addition to the existing Board shall hold
office until the following annual general meeting of the Company and
shall then be eligible for re-election thereat.

During the year under review, there was no resignation from nor new
appointment to the Board and all those Directors who retired by
rotation at the 2005 Annual General Meeting presented themselves for
re-election by shareholders. In this circumstance, the Board was not
called upon to consider new appointees to fill Board vacancies.

Remuneration of Directors

In order to bring the Company’s policies in line with the Listing Rules,
the Company established the Remuneration Committee in 2005. The
Committee comprises two independent non-executive Directors and
one non-executive Director. Mr Thaddeus Thomas Beczak, an
independent non-executive Director, was appointed Chairman of the

Committee.

The terms of reference of the Remuneration Committee have been
reviewed with reference to the CG Code and are posted on the
Company’s website.

The Remuneration Committee makes recommendations to the Board
in respect of the Company’s policy on Directors’ remuneration
packages. The Committee helps to establish and maintain an
appropriate and competitive level of remuneration to attract, retain
and motivate people of highest caliber and experience needed to shape
and execute strategy and deliver shareholder value in the context of

an ever more competitive employment market.
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Remuneration of Directors (cont’d)

The Company has not adopted the terms of reference of the
Remuneration Committee as prescribed in the CG Code in full but has
duly adopted its own terms of reference that better suits the practical
situation of the Company. The Board considers that the key
responsibilities of the Remuneration Committee shall focus on
assessing the reasonableness of the remuneration of and fixing the
remuneration packages for all Directors. The Board understands that
the terms of reference adopted by the Remuneration Committee
deviates from rules B.1.3(a)-(e) of the CG Code as its scope does not
cover the senior management of the Company. However, the Board
considers that it is not practical for the Remuneration Committee to
adopt the full terms stipulated in the CG Code because the
management structure of the Group is relatively simple and its scale
of operations is modest. It is also noted that the executive Directors
have extensive experience in the industry and are fully qualified to
determine the remuneration packages of employees of the Company
including the senior management. It has always been the Company’s
practice to provide compensation with reference to prevailing market
conditions. The remuneration details, together with the financial
statements of the Company, are also subject to review and approval by
the Board annually. As a result, it is considered more practical not to
delegate the responsibility to the Remuneration Committee to
determine any specific remuneration packages of the senior
management. The Board believes that such arrangement a) will
maintain a formal and transparent procedure for setting policy on
executive Directors’ remuneration and for fixing the remuneration
packages for all Directors; b) will not affect the Company in providing
transparent information of the Directors’ remuneration to the public;
c) will give adequate authority to the Remuneration Committee to
protect the interest of the Company and the minority shareholders;
d) will enable the Company to maintain a reasonable balance of cost
and benefit.

During the year under review, the Remuneration Committee members
met once to determine the remuneration policies of the Group and
approve the granting of the share options. No executive Director takes
partin any discussion about his own remuneration. Details of Directors’
and senior managements’ emoluments and benefits and the granting
of share options during the year are disclosed on pages 77 to 79 and 20
of this annual report respectively.
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Remuneration of Directors (cont’d)
Composition of the Remuneration Committee and details of members’
attendance to the Committee meeting are set out below:

Name of members

Designation in the Committee

WM E R e (8)

HMERGRBERES TR LE TR

No. of meetings

B H B £ ZHENZ WG ik
Held during the year Attended
BAKRY LY RS
Thaddeus Thomas Beczak Chairman 1 1
F
V-Nee Yeh Member 1 1
MR =
Christopher John David Clarke Member 1 1
il H 1 W
Michael John Green Advisor 1 1
K o B AR iG]

Audit Committee

The Audit Committee was established with written terms of reference
which describe the authority and duties of the Committee. Such terms
of reference were prepared and adopted with reference to “A Guide for
Effective Audit Committees” published by the Hong Kong Institute of
Certified Public Accountants and the code provisions stipulated in the
CG Code. 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, who
among themselves possess appropriate professional qualifications or
expertise as required under rule 3.21 of the Listing Rules. Mr V-Nee
Yeh is the Chairman of the Committee.

The terms of reference of the Audit Committee are posted on the
Company’s website.

The Audit Committee is accountable to the Board. It provides an
important link between the Board and the Company’s auditors in
matters coming within the scope of the Group audit. It also review the
effectiveness of the external audit and of internal controls and risk
evaluation. In fulfilling its responsibilities, the Audit Committee during
the year under review performed the following works:

i)  areview of the draft annual and interim financial statements and
the draft results announcements of the Company, mainly focusing
on areas of judgment, consistency of and changes in accounting
policies and adequacy of information disclosure prior to
recommending them to the Board for approval;

ii) areview of the changes in accounting policies and standards and
an assessment of their potential impacts on the Group’s financial

statements;

iii) a review of the results of external audit and discussions with the
external auditors;

ARNHOLD HOLDINGS LIMITED A% A B2 w]

®BZEHE

AN A BB B A% 2 B T T RT R A R
ZHEMN LB -BEGE 2 5 HFB R A &
WA 2 [ %2 B O A BOE AR 51 ) A S8R WL
B AGR SC A e SR PR AN o & B B RLE LS T 44 8 S JF L
17 # # =4k 35 /6 E & Thaddeus Thomas Beczak /4= LA
B— 4 FE AT g S AR AR S Bl BT
HHI 58 3.2 15 i B A 2 45 T8 S 2 Al B S Ak o EAE
wERAEABTZAGER-

A% 22 B 1 Wi M A TR A R A

FERERGAMESGAT A ES G EAR R
T 3ol 74 41 T 347 A2 1 O A ) S5 2 R BB AR B - O
JEL A ) A0 o o A A0 S 8 % DL g R A o A B AT T 7T
IR > FE A% 22 B A [m e 4 K 2 AR L AE DA 4% A :

0 T S AT B B A W AR K P B
5 3R TR A DA B AR O B SE U A TR A R
Ji B 3 0 B &~ o w IBOR o B fOME T B AR )
VAR 50 2 R 7%

i) 7B R BOR S M RS B > DL R A AR B
AR ETE R B LR

i) B BEL AT A% R I A% A R



Corporate Governance Report 38 (%

Audit Committee (cont’d) HREZEG ()

iv) identify and mitigate potential risks in areas of operation and  iv) ¥k B s 5 g 4 K BB GHR A DA BRI AT SRR
financial information systems as well as the industry environment 5 2 VB AR JE B 5
as a whole;

v) areview of the adequacy and effectiveness of the Group’s system  v) % % % ¥ & BE @ B 0 i A% R i 1T 2> A8 > M wt
of internal controls, through review of the work undertaken by AL AR RS R A R

the management and external auditors.

Composition of the Audit Committee and details of members’ #FH&ZE B &M A AR K% & 8 LF G2/
attendance to the Committee meetings are set out below:

Name of members Designation in the Committee No. of meetings
B B Rk ZHOMZBRE 1
Held during the year Attended
BAKY %KY
V-Nee Yeh Chairman 3 3
ESE £
Thaddeus Thomas Beczak Member 3 3
A
Christopher John David Clarke Member 3 2
fiff = 2 A
Auditors’ Remuneration A% B i 1 4

During the year under review, the fees paid/payable to the auditorsin & [a] B 4F J& » 5 A% S 1 A= 48 [ 382 43 2 2 4% B IF & 4%
respect of audit and non-audit services provided by the auditors to the %5 & /WA T A% #h il 2 & A 4 F
Group were as follows:

Amount (HK$)

Nature of services R 45 4 BT &W (Bx)

Audit services A% MR 1,614,265
Non-audit services I 25 % R 15

(i) Tax services i) B I 217,113

(i) Other services i) e th e B -

Directors’ Acknowledgement to Prepare 3 2% Jun &% 8 4 B W 5 W 3k
Financial Statements

The Directors acknowledge their responsibilities for preparing the 5 5 %1 & % 47 24T 4 0 A 42 W A Fs i 3 o A Bl &
financial statements of the Group. In the statements, the generally %44 # ¥ 48 5 4% 2 & 51 5 H 45 50> B U A A8 10
accepted accounting standards in Hong Kong have been adopted, & ®HBUR - 1 ) & 2345 4 B S A6 51 3% 18 b 7 80 A
appropriate accounting policies have been used and applied 2 7 B & %5 4 & &= 1T -

consistently, and reasonable and prudent judgements and estimates

have been made, and relevant financial disclosure obligations under

the Listing Rules have been taken into account.
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Directors’ Acknowledgement to Prepare
Financial Statements (cont’d)

Relevant responsibility statement from the external auditors made
pursuant to the CG Code is set out in the Auditors’ Report on pages 32
to 33.

The Board has reviewed the business plan of the Group in respect of
the forthcoming financial year and is not aware of any material
uncertainties relating to events or conditions which may cast
significant doubt over the Group’s ability to continue as a going
concern. Accordingly, the Board has continued to adopt the going
concern basis in preparing the financial statements.

Internal Controls

The Board has conducted a review of the effectiveness of the system of
internal control of the Company and its subsidiaries. The Board is
ultimately responsible for the Group’s system of internal control and
for reviewing its effectiveness. The system is designed to manage rather
than eliminate the risk of failure to achieve business objectives, and
can provide only reasonable and not absolute assurance against

material misstatement or loss.

The Company maintains a well-established control framework
comprising clear structures and accountabilities, well-understood
policies and procedures, budgeting and review process. The
management meets monthly with the executive Directors to review
divisional financial performance, business development plans,
management issues, financial budgets, forecasts and capital
expenditure proposals. The executive Directors also receive regular
reports from executives and functional heads on key risk subjects.

The Board works together with the Audit Committee to discharge its
internal control responsibility for the ongoing oversight of the internal
control framework which provides an important key to reinforcing the
organization’s commitment to internal control.

The Company has implemented an annual programme to conduct an
in-depth review of financial, operational and compliance controls at
business units. The results are reported to the Audit Committee for
onward communication to the Board.

Investor Relations

The chairman of the Company and of the Committees are available at
annual general meetings to answer questions raised by shareholders
of the Company or other parties. To facilitate the enforcement of
shareholders’ rights, substantially separate issues at general meetings
are dealt with under separate resolutions.
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Investor Relations (cont’d)

General meetings

General meetings provide a forum for the Board to communicate with
shareholders. During the year, the Company held one general meeting
on 6 May 2005. The following resolutions were passed at the meeting
by a show of hands:

Ordinary Resolutions:

1. To receive and adopt the consolidated audited financial
statements and the reports of the directors and auditors for the
year ended 31 December 2004.

2. Todeclare a final dividend for the year ended 31 December 2004.

3. (@ @
(ii) to re-elect Mr Augustus Ralph Marshall as director;

to re-elect Mr Simon Murray as director;

(iii) to re-elect Mr Thaddeus Thomas Beczak as director;

(b) to authorize the board of directors to fix the remuneration
of the directors.

4.  Tore-appoint Messrs. PricewaterhouseCoopers as auditors of the
Company and authorize the board of directors to fix their
remuneration.

5. A. To grant a general mandate to the directors to issue

securities;

B. To grant a general mandate to the directors to repurchase
the Company’s securities;

C. To extend the securities issue mandate granted to the
directors to include securities repurchased by the Company.

Special Resolution:
6. To amend the bye-laws of the Company.

Changes to constitutional documents

The Company has adopted at the annual general meeting held on
6 May 2005 a new set of Bye-laws to incorporate the changes
promulgated by the new Listing Rules, bringing it up to date with the
Securities and Futures Ordinance and in line with current best
practices.

B 5 B AR (1)

B A

MK 2 6 SR 2 SR < 4
AR BB A H R & E LR T
R R T R

R
L HERRMEE CEENE S S B
P 2 S TS 92 D TR T 9

o

2. HE®REEZNEF+_HA=Z+HILFEZR
WS

3. (@ () HEEERLEEBER:
(ii) % Augustus Ralph MarshallJ¢4E 25 #
£
(iii) % Thaddeus Thomas Beczak’t 4= /4
#

(b) RMEEFEMEHEEM S

4. HOH AL AR IR RUK A G FE AT BT A AR F R

fT » Sif7 452 A 9 o il o L < o

BT R R BTS2 — W

B. ®RTHEFEERALNA S — BT

C. BARTHEBBRGTES BREMELEE
A T T B B 2 R T A

A A 5
6. BRI ANFEZ AT -

5% 5 O AR 22 )

AAFER EEZRETANH BT ZBARAFERG
BRABT 2 mAR B> A A iR R i R A 22 5 8 DL %
I BT o B A6k A1 SIE A A BT SR S R

ARNHOLD HOLDINGS LIMITED Z#)$%)8 A B2 w]

33



