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The directors have pleasure in submitting their report and the audited financial HHEHNERRE —EZARETA=+—H1t

statements of Arnhold Holdings Limited (the “Company”) and its subsidiaries FEREBRERARAR (TARF ] KHMEA A

(collectively the “Group”) for the year ended 31 December 2006. (B [AREH ) ZEaih LRI -
8 -

Principal Activities and Geographical Analysis of Operations 15357 K 25 ¥ I =2 23 B
The principal activity of the Company is investment holding. The principal KRN Z FEEG R IERER - £ FTEMBARZ
activities and other particulars of the subsidiaries are shown in note 21 to the T EEZEHF K HAFEEHHOA FABT IR B #E 21 -

financial statements.

An analysis of the Group’s performance for the year by business and geographical ARAE A% S B [ A0S 2 S B 2E R BT E 2 4y

segments is set out in note 5 to the financial statements. BTk A IR I3 5 o
Major Customers and Suppliers FB% R AR
The percentages of sales and purchases for the year attributable to the Group’s AR N 2 FERF RALRE R AL 2 S I
major customers and suppliers during the year are as follows: Wz |t
Percentage of
the Group’s total
A7 45 4800 43 bE

Sales Purchases

#itt ok £
The largest customer BREF 8.5%
Five largest customers in aggregate BERHMEEF &% 23.5%
The largest supplier R AL T 20.9%
Five largest suppliers in aggregate R FRBLRER &5 53.8%

At no time during the year have the directors, their associates or any shareholder AKRFMEE - BHEANLBURMTRR (FEF
of the Company (which to the knowledge of the directors owns more than 5% H1 » #FH AN R RAS %L ) - 3 SR A EA
of the Company’s share capital) had an interest in these major customers or A IRF [HI AT L%k 32 B2 5 ol AR 10 1 ) AT AT AR 25 o

suppliers.
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Results and Appropriations
The results of the Group for the year ended 31 December 2006 are set out in

the consolidated profit and loss account on page 40.

The board of directors of the Company did not recommend the payment of

any interim dividend for the six months ended 30 June 2006.

The board of directors of the Company has resolved that no final dividend be
paid for the year ended 31 December 2006 (2005: Nil)

Reserves
Movements in the reserves of the Group and the Company during the year are

set out in note 32 to the financial statements.

Charitable Donations
Donations made by the Group during the year amounted to HK$22,500 (2005:
HK$58,000).

Property, Plant and Equipment
Details of the movements in property, plant and equipment of the Group are

set out in note 17 to the financial statements.

Principal Properties
Details of the principal properties held for investment purposes are set out on

page 112.

Share Capital

Details of the movements in share capital of the Company are set out in note

31 to the financial statements.

Five-year Financial Summary
A summary of the results and of the assets and liabilities of the Group for the

last five financial years is set out on page 111.

Retirement Schemes
Particulars of the retirement schemes of the Group and the Company as at 31

December 2006 are set out in note 11 to the financial statements.
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Purchase, Sale or Redemption of Shares

The Company has not redeemed any of its shares during the year ended 31
December 2006. Neither the Company nor any of its subsidiaries has purchased

or sold any of the Company’s shares during the year.

Pre-emptive Rights

No pre-emptive rights exist under the laws of Bermuda in relation to issue of

new shares by the Company.

Directors

The directors of the Company during the year and up to the date of this report

are:

Executive directors:

Michael John Green (also appointed as alternate director to Simon Murray)

Daniel George Green

Lai Ka Tak, Patrick

Non-executive directors:

Augustus Ralph Marshall

Lim Ghee Keong (alternate director to Augustus Ralph Marshall)
(appointed on 15 September 20006)

Christopher John David Clarke

Independent non-executive directors:
V-Nee Yeh
Thaddeus Thomas Beczak

Simon Murray

In accordance with bye-law 87(1) of the Company’s bye-laws, Messts Daniel
George Green, Simon Murray and Augustus Ralph Marshall retire by rotation

at the forthcoming annual general meeting and, being eligible, offer themselves

for re-election. All remaining directors shall continue in office.

The Company has received an annual confirmation of independence from each

of the independent non-executive directors and the Company considered them

independent.

SN ~ A sV Il e Ay

R = EEAE T S+ B AR
S 0B (A28 1 B = 4 AR 24 31 He s
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B e 0 Bl
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Augustus Ralph Marshall

MRS (Augustus Ralph Marshall 2 #(CEZF)
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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 Group’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.

Related Party Transactions

Significant related party transactions entered into by the Group during the year
ended 31 December 2006, which do not constitute connected transactions
under the Rules Governing the Listing of Securities (the “Listing Rules”) on the
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) are disclosed in

note 36 to the financial statements.

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 are 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 (cont'd)

iii) Maximum number of Shares available for issue under the Scheme

iv)

v)

vi)

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 2006 and the date
of this report, 10,549,600 Shares were available for issue under the Scheme

representing 4.7% of the 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 months 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 (cont'd) o B BT B (46

vii) Remaining life of the Scheme vii) a2 M ERAE
The Scheme is valid and effective for a period of 10 years commencing on AR aZ ) 2 A L GRRAD - Rt l s R
the Adoption Date unless otherwise terminated under the terms of the Ak I 300 7 - 300 PR A R BRI
Scheme.

Details of Options granted to directors and employees under the Scheme as at RZELZNFET A=+ —0 o R R AL

31 December 2006 are as follows: FHH MR B H IR SRR T
Outstanding Exercised/ Outstanding
Options as at lapsed/ Options as at
1 January cancelled 31 December Subscription
Date of 2006 Granted during the 2006 price
Options CERNE during year CERENGE per share
granted —A—H the year WER FoAS RN PRI
il WA JAER it/ WARTTHEZ HKS
B I ) Bt il L] Bt i
Directors HH
Daniel George Green FHE © Ebk 18 September 2003 1,200,000 - - 1,200,000 0.500
“EEEHEAATAH
19 November 2004 2,000,000 - - 2,000,000 0.602
“FENE
t—=A+H
21 November 2005 2,200,000 - - 2,200,000 0.700
“ERIE
t—At—H
Lai Ka Tak, Patrick Bt 18 September 2003 1,500,000 - - 1,500,000 0.500
CEEZA
VRN
19 November 2004 1,700,000 - - 1,700,000 0.602
“EZENE
t—=A+ILH
21 November 2005 1,800,000 - - 1,800,000 0.700
“EERRE
+—H=+—H
Employees lE& 18 September 2003 1,000,000 - - 1,000,000 0.500
e X
AA+AH
21 November 2005 500,000 - - 500,000 0.700
“EERRE
t—A=+—H
11,900,000 - - 11,900,000
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Share Option Scheme (cont'd)

At the dates before the Options were granted, being 17 September 2003, 18
November 2004 and 20 November 2005, the market value per share was
HK$0.50, HK$0.60 and HK$0.70 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 21 November 2005 can be exercised in two instalments,
50% of which at any time between 1 November 2007 and 30 August 2010 and
the remaining 50% at any time between 1 November 2008 and 30 August
2010.

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.

Based on the binomial option pricing model, the fair value of the Options
granted on 18 September 2003, 19 November 2004 and 21 November 2005
are HK$0.248, HK$0.141 and HK$0.180 respectively. 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.

The weighted average assumptions used are as follows:

BB ()

SR RER AT —H > B = FF =4 A +LH -
TN E+— A+ A R EERE—H T
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H - AT o
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BT AT AT T T AR A L w] B A Z HEA o

AR ERE T R R R EFIUA
FTAH ~ ZEFENEA—HTILH AR T HAF
T A — BRI RE 2 A TR 7 2 s
0.248 JC ~ WM 0.141 JC L% 0.180 JC » HIAN#Z I
JRE R S AR 2 T A M A B P T
PR > PRt T AR e (AR R A B AT BE R
W PR N T

R R AR T

Options granted on

21 November 19 November 18 September
2005 2004 2003

ik B2 1y 390
ZREIAE ZRENIE CRREUE
+—H=4—H +—A1H JLH+A\H
Risk free interest rate (in %) S B 2% (%) 4.4 2.8 3.8
Expected life (in years) TEFHER (4F) 5.0 6.0 6.9
Volatility (in %) MR (%) 51.2 49.2 77.5
Expected dividend per share (cents) TR, (il 4.4 4.4 4.4
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Directors’ and Chief Executives’ Interests and Short  #3F J FEEATHA HR ey ~ A B IBe £y
Positions in Shares, Underlying Shares and Debentures Bl I3 2 Bl Ak B IR AT

As at 31 December 2006, the interests and short positions of each director in N EBENETZHA=1—H > BIEARLN 6% HE
the shares, underlying shares and debentures of the Company and its associated ~ FF MG ([R5 S EHA D) 58 352 Wi 77
corporations (within the meaning of Part XV of the Securities and Futures BT > SURIEA A RIS TE RS
Ordinance (“SFO”)) as recorded in the register maintained by the Company YAV S I T 60 2 AR A W) SR SS B > A B A AR Y
under Section 352 of the SFO or as notified to the Company and the Stock A AR EE GEFR B S RIS XV
Exchange pursuant to the Model Code for Securities Transactions by Directors W) 2Bty ~ ARG B R 2 s SR T

were as follows:

Ordinary shares of HK$0.10 each FENE IR 0.10 T0Z A HE
Number of shares held
Rt Ay O H
Trusts and Equity Percentage
similar derivates of issued
interests (Note iii) share capital
Personal Family  Corporate Pi ¥ e by JBeA Total fhiC st

interests interests interests ¥ HfF i & frigi interests JBe 7S B8 3
AR ZBMERR  WDEERR O BBRERR (W) i A H

Executive directors: HITEF
Michael John Green Ko Bk 1,272,000 - - 166,093,617 - 167,365,617 74.55%
(Note 1)
(Hfzts)
Daniel George Green FHE o Bk - - - 166,093,617 5400,000 171,493,617 76.39%
(Note ii)
(Wt it)
Lai Ka Tak, Patrick L - - - - 5,000,000 5,000,000 2.23%
Non-executive directors: FHf#ESF
Christopher John David Clarke fljaE 200,000 - - - - 200,000 0.09%
Augustus Ralph Marshall Augustus Ralph Marshall - - - - - - -
Lim Ghee Keong (alternate director) MR (BEH) - - - - - - -
Independent non-executive directors: B HHITES
V-Nee Yeh EZiES 74,444 - - - - 74,444 0.03%
Thaddeus Thomas Beczak SE= - - - - - - -
Simon Murray Bl 343,487 - - - - 343,487 0.15%
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Directors’ and Chief Executives’ Interests and Short
Positions in Shares, Underlying Shares and Debentures
(cont’d)

Notes:

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

Trust.

(i)  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 a share option
scheme to subscribe for shares of the Company, further details of which are set out

in the section “Share Option Scheme” of this annual 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.

Saved as disclosed above, as at 31 December 2006, none of the directors and
chief executives of the Company and/or any of their respective associates had
any interest and their position in the shares, underlying shares owners and
debentures of the Company or any of its associated corporations (within the

meaning of Part XV of the SFO).

A R AT BBy ~ A BB
Beffizr 2 bt Bk (%)

Wt -
() PSR IBBAFOKT « BRI ELEMIFA -

(i)  FZERMTPERFAR o BIRGHRMEEZR IR -
TFHE » BMICERAT %5 it BT o

(i) BE AR ORI 3 7 2 DA R AC 2 R SR 2 W
MRS > FERFROR A, [ B — ik

P AR R BB AT A TR AR B A1y 2 i 3%
U o EHEMERA L RIS ~ BARTE THA
B LA S B PR AR AR

B ESCHeERESL » TN A =
WEMEA L Rl N E A TEONE J A B 2
B BN LIRAA R SOHE AR L B G RE s
BB AGB5E XV #8) 2 el > ARGy K e
BEA R ATHESS SR A -
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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 2006, 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:

HZOBAGR Iy ~ A B By B i 2 Z A
fit R AT

MRS I5 M BRI 26 336 AU H TAFE 2 %
eHE T I R - R RREAFET A=+
H > AARICEME FIHEAL R T BT RA 5%
QA b TR A o BLAERE SR )Y b SO R 2
FREFTBBHERSN A

Ordinary Percentage of

Name of shareholder shares held total issued shares
A AT BBy

B3 44 8 B3 T B FAE P g
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 2006, 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.

Corporate Governance
Principal corporate governance practices adopted by the Company are set out

in the Corporate Governance Report on pages 29 to 37.

Pacific Investments (BVI) Limited 4 Usaha Tegas Sdn.
Bhd.Z 2 &R A R o

B ESCHEERESL » i EFRANEF A=
A AT HAD N LA AS 2 7] sl A AT AR B
B e R AR SRR XV ) 2 - ik
AHT A TR AR BRI A sl B P A ZE AR R s o )
BRI A L e 2 et SR -

HAEH
RN ARG A AT SR AT AL AT A B P A7 s R
RN SEBS RO AL B AT B3 4 o

A¥HR
ARG FIRIRAY T B SR BLAL SIS 29 % 57 B
[EATIA ) 7o
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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 report, at least 25% of the

Company’s total issued share capital was held in public hands.

Audit Committee

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 consolidated financial

statements for the year ended 31 December 2006 with the directors.

Auditors
The financial statements 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, 23 March 2007
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