Notes to the Financial Statements %53 3 Mk

General Information

The principal activities of Arnhold Holdings Limited (the “Company”)
and its subsidiaries (together, the “Group”) are trading in, and the supply
and installation of, building products and engineering equipment. The
Group also established a new marble processing factory in the People’s

Republic of China (“PRC”) to process and distribute marble products.

The Company is a limited liability company incorporated in Bermuda.
The address of its registered office is Clarendon House, Church Street,
Hamilton HM 11, Bermuda.

The Company has its primary listing on The Stock Exchange of Hong
Kong Limited.

These consolidated financial statements are presented in thousands of
units of Hong Kong dollars (HK$’000), unless otherwise stated. These
consolidated financial statements have been approved for issue by the

Board of Directors on 23 March 2007.

Summary of Significant Accounting Policies
The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have

been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of Preparation
The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(HKFRSs). The consolidated financial statements have been
prepared under the historical cost convention, as modified by the
revaluation of available-for-sale financial assets, financial assets and
financial liabilities (including derivative instruments) at fair value
through profit or loss and investment properties, which are carried

at fair value.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of
applying the Group’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated

financial statements, are disclosed in Note 4.
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2 Summary of Significant Accounting Policies (cont’d)
2.1 Basis of Preparation (cont'd)

(a) Standards and interpretations to existing standards that

are not yet effective and not relevant for the Group’s

operations

The following interpretations to existing standards have been

published that are mandatory for the Group’s accounting

periods beginning on or after 1 May 2006 or later periods but

are not relevant for the Group’s operations:

HKEFRS 7, Financial instruments: Disclosures, and the
complementary Amendment to HKAS 1, Presentation
of Financial Statements — Capital Disclosures, were early
adopted in 2006. HKFRS 7 introduces new disclosures
relating to financial instruments. This standard does not
have any impact on the classification and valuation of

the Group’s consolidated financial instruments;

HK(IFRIC)-Int 8, Scope of HKFRS 2 (effective for
annual periods beginning on or after 1 May 2006). HK
(IFRIC)-Int 8 requires consideration of transactions
involving the issuance of equity instruments — where
the identifiable consideration received is less than the
fair value of the equity instruments issued — to establish
whether or not they fall within the scope of HKFRS 2.
The Group will apply HK(IFRIC)-Int 8 from 1 January
2007, but it is not expected to have any impact on the

Group’s consolidated financial statements;
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Notes to the Financial Statements %53 3 Mk

2 Summary of Significant Accounting Policies (cont’d)

2.1 Basis of Preparation (cont'd)

(a) Standards and interpretations to existing standards that

are not yet effective and not relevant for the Group’s

operations (cont’d)

HK(IFRIC)-Int 10, Interim Financial Reporting and
Impairment (effective for annual periods beginning on
or after 1 November 2006). HK(IFRIC)-Int 10 prohibits
the impairment losses recognised in an interim period
on goodwill, investments in equity instruments and
investments in financial assets carried at cost to be
reversed at a subsequent balance sheet date. The Group
will apply HK(IFRIC)-Int 10 from 1 January 2007, but
it is not expected to have any impact on the Group’s

consolidated financial statements;

HK(IRFIC)-Int 7, Applying the Restatement Approach
under HKAS 29, Financial Reporting in
Hyperinflationary Economies (effective from 1 March
2006). HK(IFRIC)-Int 7 provides guidance on how to
apply requirements of IAS/HKAS 29 in a reporting
period in which an entity identifies the existence of
hyperinflation in the economy of its functional currency,
when the economy was not hyperinflationary in the prior
period. As none of the group entities have a currency of
a hyperinflationary economy as its functional currency,
HK(IFRIC)-Int 7 is not relevant to the Group’s

operations; and
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2 Summary of Significant Accounting Policies (cont’d)

2.1 Basis of Preparation (cont'd)

(a) Standards and interpretations to existing standards that

are not yet effective and not relevant for the Group’s

operations (cont’d)

HK(FRIC)-Int 9, Reassessment of embedded
derivatives (effective for annual periods beginning on or
after 1 June 2006). HK(IFRIC)-Int 9 requires an entity
to assess whether an embedded derivative is required to
be separated from the host contract and accounted for
as a derivative when the entity first becomes a party to
the contract. Subsequent reassessment is prohibited
unless there is a change in the terms of the contract that
significantly modifies the cash flows that otherwise would
be required under the contract, in which case
reassessment if required. As none of the group entities
have changed the terms of their contracts, HK(IFRIC)-

Int 9 is not relevant to the Group’s operations.

(6) Standards, amendments and interpretations effective in

2006 but not relevant for the Group’s operations

The following standards, amendments and interpretations are

mandatory for accounting periods beginning on or after 1

January 2006 but are not relevant to the Group’s operations:

HKAS 19 Amendment — Employee Benefits;

HKAS 21 Amendment — Net Investment in a Foreign

Operation;

HKAS 39 Amendment — Cash Flow Hedge Accounting

of Forecast Intragroup Transactions;
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Notes to the Financial Statements %53 3 Mk

2 Summary of Significant Accounting Policies (cont’d)

2.1 Basis of Preparation (cont'd)

(b) Standards, amendments and interpretations effective in

2006 but not relevant for the Group’s operations (cont'd)

HKAS 39 Amendment — The Fair Value Option;

HKAS 39 and HKFRS 4 Amendment — Financial

Guarantee Contracts;

HKEFRS 6, Exploration for and Evaluation of Mineral

Resources;

HKFRS 1 Amendment — First-time Adoption of
International Financial Reporting Standards and HKFRS
6 (Amendment), Exploration for and Evaluation of

Mineral Resources

HK(IFRIC)-Int 4, Determining whether an

Arrangement contains a Lease;

HK(IFRIC)-Int 5, Rights to Interests arising from
Decommissioning, Restoration and Environmental

Rehabilitation Funds; and

HK(IFRIC)-Int 6, Liabilities arising from Participating
in a Specific Market — Waste Electrical and Electronic

Equipment.
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2 Summary of Significant Accounting Policies (cont’d)

2.2

2.3

Consolidation
The consolidated financial statements include the financial
statements of the Company and all its subsidiaries made up to 31

December.

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over
which the Group has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one
half of the voting rights. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered

when assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control
is transferred to the Group. They are de-consolidated from the date

that control ceases.

Inter-company transactions, balances and unrealised gains on
transactions between group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence
of an impairment of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency

with the policies adopted by the Group.

In the Company’s balance sheet the investments in subsidiaries are
stated at cost less provision for impairment losses (Note 2.11). The
results of subsidiaries are accounted by the Company on the basis

of dividend received and receivable.
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2 Summary of Significant Accounting Policies (cont’d)
2.4 Associates

2.5

Associates are all entities over which the Group has significant
influence but not control, generally accompanying a shareholding
of between 20% and 50% of the voting rights. Investments in
associates are accounted for using the equity method of accounting

and are initially recognised at cost.

The Group’s share of its associates’ post-acquisition profits or losses
is recognised in the profit and loss account, and its share of post-
acquisition movements in reserves is recognised in reserves. The
cumulative post-acquisition movements are adjusted against the
carrying amount of the investment. When the Group’s share of losses
in an associate equals or exceeds its interest in the associate, including
any other unsecured receivables, the Group does not recognise further
losses, unless it has incurred obligations or made payments on behalf

of the associate.

Unrealised gains on transactions between the Group and its associates
are eliminated to the extent of the Group’s interest in the associates.
Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting
policies of associates have been changed where necessary to ensure

consistency with the policies adopted by the Group.

Segment reporting

A business segment is a group of assets and operations engaged in
providing products or services that are subject to risks and returns
that are different from those of other business segments. A
geographical segment is engaged in providing products or services
within a particular economic environment that are subject to risks
and returns that are different from those of segments operating in

other economic environments.
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2 Summary of Significant Accounting Policies (cont’d)

2.6 Foreign currency translation

(a) Functional and presentation currency

®)

(©)

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (the
“functional currency”). The consolidated financial statements
are presented in Hong Kong dollars, which is the Company’s

functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in

the profit and loss account.

Group companies

The results and financial position of all the Group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the
presentation currency are translated into the presentation

currency as follows:

()  assets and liabilities for each balance sheet presented are
translated at the closing rate at the date of that balance

sheet;
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2 Summary of Significant Accounting Policies (cont’d) 2 EEEGHFHBORME (8)

2.6 Foreign currency translation (cont'd) 2.6 AWRER (%)
(c) Group companies (cont'd) ©) #BEZAA (#)
(ii) income and expenses for each profit and loss account (i) B EE R NN %
are translated at average exchange rates (unless this P REARIRGE (BRIE I RE R
average is not a reasonable approximation of the MRS S H AR ) R 55
cumulative effect of the rates prevailing on the A EL R ERIERT
transaction dates, in which case income and expenses WS T8 B #5528 5 H 36 e 248
are translated at the dates of the transactions); and ) K
(iii) all resulting exchange differences are recognised as a (i) A H L A ) R bo, 25 B A R
separate component of equity. FyREas S AR IEE -
On consolidation, exchange differences arising from the TE4E G HE AR » MBI AN SEHS 1Y v
translation of the net investment in foreign operations, and of W& > DLRIRE SR R H A S
borrowings are taken to shareholders’ equity. When a foreign FZ SR G & LR A R
operation is partially disposed of or sold, exchange differences 1) REE 50, 2= BRI A B R ME 4 o B S
that were recorded in equity are recognised in the profit and —IE VBN EETS IR > 5% S5 R 2= B AE
loss account as part of the gain or loss on sale. 4 RAERR 2y B B I — 3R
2.7 Property, plant and equipment 2.7 W%k - B Rl
Buildings comprise mainly a factory, warehouses and offices. T EEAQERE - AEARAE - 1
Buildings are shown at cost less accumulated depreciation and FH AR B FHTEE KRS AR o T h
impairment. All other property, plant and equipment are stated at HABZE - B & B s 42 JRE S A s AT
historical cost less depreciation and impairment losses. Historical BEFIAE R 5 AR o JRE S0 A G145 i g
cost includes expenditure that is directly attributable to the FZJHH B RIBH S -

acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or FAZ A R A B2 76 H A BRI R AR &8
recognised as a separate asset, as appropriate, only when it is probable WA A ATREA AL E » MaZIHEH /Y
that future economic benefits associated with the item will flow to JRARE T SERT IR > AR B E IR
the Group and the cost of the item can be measured reliably. All T E R Sy LB (R - T
other repairs and maintenance are charged in the profit and loss T At A8 T AR A A 7 A 1Y B B R A R
account during the financial period in which they are incurred. AR RS -
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2 Summary of Significant Accounting Policies (cont’d)

2.7 Property, plant and equipment (cont'd)

2.8

Depreciation of property, plant and equipment is calculated using
the straight-line method to allocate their cost to their residual values

over their estimated useful lives, as follows:

Leasehold buildings 50 years
Leasehold improvements 2 -5 years
Furniture and equipment 3 — 5 years
Plant and machinery 5 — 10 years
Motor vehicles 5 years

The assets’ residual values and useful lives are reviewed, and adjusted

if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its

estimated recoverable amount.

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within

operating expenses, in the profit and loss account.

Lease prepayments

Lease prepayments are carried at cost less accumulated amortisation
and impairment losses. Amortisation is provided to write off cost of
lease prepayments on a straight-line basis over the respective periods

of the lease prepayments.
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2 Summary of Significant Accounting Policies (cont’d)

2.9 Construction in progress

Construction in progress represents investment in land and buildings
on which construction work has not been completed, and is carried
at cost which includes construction expenditure incurred, interest
other direct costs attributable to the construction less impairment
losses. Capitalisation of these costs ceases and the construction in
progress is transferred to property, plant and equipment when the
asset is substantially ready for its intended use. No amortisation is

provided in respect of construction in progress.

2.10 Investment properties

Investment properties are land and buildings which are owned or
held under a leasehold interest to earn rental income and/or capital
appreciation or both, and that is not occupied by the companies in

the consolidated Group.

After initial recognition, investment properties are stated in the
balance sheet at fair value. Fair value is based on active market prices,
adjusted, if necessary, for any difference in the nature, location or
condition of the specific asset, determined annually by independent

qualified valuers.

The fair value of investment properties reflects, among other things,
rental income from current leases and assumptions about rental

income from future leases in the light of current market conditions.

Any gain or loss arising from a change in fair value or from the
retirement or disposal of an investment property is recognised in
the profit and loss account. Rental income from investment

properties is accounted for as described in Note 2.24.

The fair value also reflects, on a similar basis, any cash outflows that
could be expected in respect of the property. Some of those outflows
are recognised as a liability; including finance lease liabilities in respect
of land classified as investment property; others, including contingent

rent payments, are not recognised in the profit and loss account.
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2 Summary of Significant Accounting Policies (cont’d)

2.10 Investment properties (cont'd)

If an investment property becomes owner-occupied, it is reclassified
as property, plant and equipment, and its fair value at the date of
reclassification becomes its cost for accounting purposes. Property
that is being constructed or developed for future use as investment
property is classified as property, plant and equipment and stated at
cost until construction or development is complete, at which time

it is reclassified as investment property at fair value.

If an item of property, plant and equipment is transferred to
investment property following a change in its use, any difference
resulting between the carrying amount and the fair value of this
item at the date of transfer is recognised in equity as a revaluation of
property, plant and equipment under HKAS 16. Upon disposal of
the item the gain is transferred to retained earnings. Any loss arising
in this manner is recognised immediately in the profit and loss

account.

Investment property held for sale without redevelopment is classified

within non-current assets held for sale, under HKFRS 5.

2.11 Impairment of investments in subsidiaries, associates and non-

financial assets

Assets that have an indefinite useful life or have not yet available for
use are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for
impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher
of an asset’s fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-
generating units). Assets other than goodwill that suffered an
impairment are reviewed for possible reversal of the impairment at

each reporting date.
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2 Summary of Significant Accounting Policies (cont’d)

2.12 Financial assets

The Group classifies its financial assets in the following categories:

financial assets at fair value through profit or loss, loans and receivable

and available-for-sale financial assets. The classification depends on

the purposes for which the financial assets were acquired.

Management determines the classification of its financial assets at

initial recognition.

(a)

®)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial
assets held for trading. A financial asset is classified in this
category if acquired principally for the purpose of selling in
the short term. Derivatives are classified as held for trading
unless they are designated as hedges. Assets in this category

are classified as current assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. They are included in current assets, except for
maturities greater than 12 months after the balance sheet date.
These are classified as non-current assets. Loans and receivables
are classified as trade and other receivables in the balance sheet

(Note 2.15).
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2 Summary of Significant Accounting Policies (contd) 2 THEZEEFIBORMHE (4)
2.12 MBHE (8
(c) {5 A R

2.12 Financial assets (cont’d)
(¢c) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated in this category or not classified in any of
the other categories. They are included in non-current assets
unless management intends to dispose of the investment within

12 months of the balance sheet date.

Regular purchases and sales of financial assets are recognised
on the trade-date — the date on which the Group commits to
purchase or sell the asset. Investments are initially recognised
at fair value plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial assets
carried at fair value through profit or loss are initially recognised
at fair value, and transaction costs are expensed in the profit
and loss account. Financial assets are derecognised when the
rights to receive cash flows from the investments have expired
or have been transferred and the Group has transferred
substantially all risks and rewards of ownership. Available for-
sale financial assets and financial assets at fair value through
profit or loss are subsequently carried at fair value. Loans and
receivables are carried at amortised cost using the effective

interest method.
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Notes to the Financial Statements %53 3 Mk

2 WEEHIEORRHE (4)
2.12 WMEERE (4)
(c) Wi EMEEZE ()

2 Summary of Significant Accounting Policies (cont’d)

2.12 Financial assets (cont'd)

(¢c) Available-for-sale financial assets (cont'd)

Gains or losses arising from changes in the fair value of the
‘financial assets at fair value through profit or loss’ category
are presented in the profit and loss account within operating

expenses, in the period in which they arise.

Changes in the fair value of monetary and non-monetary

securities classified as available for sale are recognised in equity.

When securities classified as available-for-sale are sold or
impaired, the accumulated fair value adjustments are included
in the profit and loss account as gains or losses from investment

securities.

The fair values of quoted investments are based on current
bid prices. If the market for a financial asset is not active (and
for unlisted securities), the Group establishes fair value by using
valuation techniques. These include the use of recent arm’s
length transactions, reference to other instruments that are
substantially the same, discounted cash flow analyse, and
option pricing models, making maximum use of market inputs

and relying as little as possible on entity-specific inputs.

The Group assesses at each balance sheet date whether there is
objective evidence that a financial asset or a group of financial
assets is impaired. In the case of equity securities classified as
available for sale, a significant or prolonged decline in the fair
value of the security below its cost is considered as an indicator
that the securities are impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative loss —
measured as the difference between the acquisition cost and
the current fair value, less any impairment loss on that financial
asset previously recognised in the profit and loss account — is
removed from equity and recognised in the profit and loss
account. Impairment losses recognised in the profit and loss
account on equity instruments are not reversed through the

profit and loss account.
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2 Summary of Significant Accounting Policies (cont’d)

2.13 Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the weighted average cost formula. The cost
of finished goods and work in progress 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 applicable variable selling expenses.

2.14 Construction contracts

Contract costs are recognised when incurred. When the outcome of
a construction contract cannot be estimated reliably, contract revenue
is recognised only to the extent of contract costs incurred that are

likely to be recoverable.

When the outcome of a construction contract can be estimated
reliably and it is probable that the contract will be profitable, contract
revenue is recognised over the period of the contract. When it is
probable total contract costs will exceed total contract revenue, the

expected loss is recognised as an expense immediately.

The Group uses the ‘percentage of completion method’ to determine
the appropriate amount to recognise in a given period. The stage of
completion is measured by reference to the contract costs incurred
up to the balance sheet date as a percentage of total estimated costs
for each contract. Costs incurred in the year in connection with
future activity on a contract are excluded from contract costs in
determining the stage of completion. They are presented as

inventories, prepayments or other assets, depending on their nature.

The Group presents as an asset the gross amount due from customers
for contract work for all contracts in progress for which costs incurred
plus recognised profits (less recognised losses) exceed progress billings.
Progress billings not yet paid by customers and retention are included

within trade and other receivables.
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Notes to the Financial Statements %53 3 Mk

2 Summary of Significant Accounting Policies (cont’d)

2.14 Construction contracts (cont’d)

The Group presents as a liability the gross amount due to customers
for contract work for all contracts in progress for which progress
billings exceed costs incurred plus recognised profits (less recognised

losses).

2.15 Trade and other receivables

Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less provision for impairment. A provision for impairment
of trade and other receivables is established when there is objective
evidence that the Group will not be able to collect all amounts due
according to the original terms of receivables. Significant financial
difficulties of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default or delinquency
in payments are considered indicators that the trade receivable is
impaired. The amount of the provision is the difference between
the asset’s carrying amount and the present value of estimated future
cash flows, discounted at the effective interest rate. The carrying
amount of the assets is reduced through the use of an allowance
account, and the amount of the loss is recognised in the profit and
loss account within operating expenses. When a trade receivable is
uncollectible, it is written off against the allowance account for trade
receivables. Subsequent recoveries of amounts previously written
off are credited against operating expenses in the profit and loss

account.

2.16 Deferred income tax

Deferred income tax 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 consolidated financial
statements. However, the deferred income tax is not accounted for
if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of
the transaction affects neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the balance sheet date
and are expected to apply when the related deferred income tax

asset is realised or the deferred income tax liability is settled.
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2 Summary of Significant Accounting Policies (cont’d)

2.16

2.17

2.18

2.19

Deferred income tax (cont'd)
Deferred income 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.

Deferred income tax is provided on temporary differences arising
on investments in subsidiaries and associates, except where the timing
of the reversal of the temporary difference is controlled by the Group
and it is probable that the temporary difference will not reverse in

the foreseeable future.

Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Borrowings are subsequently stated at amortised cost;
any difference between the proceeds (net of transaction costs) and
the redemption value is recognised in the profit and loss account

over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least

12 months after the balance sheet date.

Trade and other payables
Trade and other payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest

method.

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at
call with banks, other short-term highly liquid investments with

original maturities of three months or less.
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2 Summary of Significant Accounting Policies (cont’d)

2.20 Employee benefits

(a) 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.

(6) Employee leave entitlements

(c)

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.

Share-based compensation

The Group operates an equity-settled, share-based
compensation plan. The fair value of the employee services
received in exchange for the grant of the options is recognised
as an expense. The total amount to be expensed over the vesting
period is determined by reference to the fair value of the options
granted, excluding the impact of any non-market vesting
conditions (for example, profitability and sales growth targets).
Non-market vesting conditions are included in assumptions
about the number of options that are expected to vest. At
each balance sheet date, the entity revises its estimates of the
number of options that are expected to vest. It recognises the
impact of the revision of original estimates, if any, in the profit

and loss account, with a corresponding adjustment to equity.

The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal value)

and share premium when the options are exercised.
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2 Summary of Significant Accounting Policies (contd) 2 THEZEEFIBORMHE (4)

2.20 Employee benefits (cont'd) 220 fEEmA (4)

(d) Profit sharing and bonus plans (d) AP FERIEE
The Group recognises a liability and an expense for bonuses ARG AR — R At A K A
and profit-sharing, based on a formula that takes into Flor =rER A A A > Z R
consideration the profit attributable to the Company’s FIE T AN RBORR I E A (fF
shareholders after certain adjustments. The Group recognises A TIER) o AMEMPEHHIE
a provision where contractually obliged or where there is a SR T A B O 2 A R B AT
past practice that has created a constructive obligation. AR o

(e) Pension obligations (e) BhEELT
The Group’s contributions to the defined contribution AR B 1 P A A B R L2 IS AR A
retirement scheme regulated under the Occupational AT (DRIRGR ) B A E
Retirement Schemes Ordinance (“ORSO”) and AIA-JF HEFGR R K AIA-JF Premium 3%
Premium Mandatory Provident Fund Scheme (“MPF”), EaeEH (ks > &8 (BIK
collectively known as (“Retirement Schemes”) which are SRt ) fEHIEK o AEE KER
available to all employees. Contributions to the Retirement R R R BT A 2 kT 4% R B
Schemes by the Group and employees are calculated as a FEARF < HEAR 4 LR - FEA
percentage of the employees’ basic salaries. The Retirement SO B RN BRI ET#E H T
Schemes cost charged to the consolidated profit and loss T AL B O A SORAT TR R w1
account represents contributions paid or payable by the Group K

to the Retirement Schemes.

The Group’s contributions to Retirement Schemes are AR B [ R R ) 2 Ao A AR
expensed as incurred. Contributions to the ORSO scheme 55 A BH 52 o ikt 2R PT A OB
are reduced by contributions forfeited by those employees who PERRHTR B R > 55
leave the ORSO scheme prior to vesting fully in the B e O AR IR A R 2
contributions. The assets of the Retirement Schemes are held PR o ARG FH I 2 A S
separately from those of the Group in an independently A 2 EIILERA > I BALE
administered fund. B A oy BB PR
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2 Summary of Significant Accounting Policies (cont’d)
2.20 Employee benefits (cont'd)

() Termination benefits
Termination benefits are payable when employment is
terminated by the Group before the normal retirement date,
or whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Group recognises termination
benefits when it is demonstrably committed to either:
terminating the employment of current employees according
to a detailed formal plan without possibility of withdrawal; or
providing termination benefits as a result of an offer made to
encourage voluntary redundancy. Benefits falling due more
than 12 months after balance sheet date are discounted to

present value.

2.21 Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events; it is probable that
an outflow of resources will be required to settle the obligation; and
a reliable estimate of the amount can be made. Provisions are not

recognised for future operating losses.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax that
reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision

due to passage of time is recognised as interest expense.

2.22 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 financial
statements. When a change in the probability of an outflow occurs
so that outflow is probable, they will then be recognised as a

provision.
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2 Summary of Significant Accounting Policies (cont’d)
2.23 Operating lease

Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating leases.
Payments made under operating leases (net of any incentives received
from the lessor) are charged to the profit and loss account on a

straight-line basis over the period of the lease.

When assets are leased out under an operating lease, the asset is

included in the balance sheet based on the nature of the asset.

2.24 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.

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 recognised on a time-proportion basis using the
effective interest method. When a receivable is impaired, the Group
reduces the carrying amount to its recoverable amount, being the
estimated future cash flow discounted at original effective interest
rate of the instrument, and continues unwinding the discount as

interest income.

Rental income from investment properties is recognised in the profit
and loss account in equal instalments over the periods covered by

the lease term.
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2 WEEFEBORME (&)
2.25 ik 4@ T H
fid: TR G A TRA 5T
H 2 AR » HARRA T EEH

2 Summary of Significant Accounting Policies (cont’d)
2.25 Derivative financial instruments
Derivatives are initially recognised at fair value on the date derivative

contracts are entered into and are subsequently remeasured at their

fair value. The fair value is determined based on the market prices
in active markets including recent market transactions or valuation
techniques using discounted cash flow and options pricing models,
as appropriate. For derivative instruments that do not qualify for
hedge accounting and accounted for at fair value through profit or
loss. Changes in fair value are recognised immediately in the profit

and loss account.

B o N PERAREAR B A BE BT5H
17 3550 M B 458 0 14 i 45522 7 s
A ST (B n A st il 25 B8 i 2 A A
REE RS0 o BT ERhE AT
TERMPHAFEERIRERAR > A
- (ELAY S ) B IR 8 4 R P R o

2.26 Share capital 2.26 JBAR
Ordinary shares are classified as equity. T RS Sy R4 o
3 MBI
3.1 BB &

3 Financial Risk Management

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market
risk, credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the
Group’s financial performance. The Group uses derivative financial

instruments to hedge certain risk exposures.

Under the Group’s risk management programme, each department
identifies and documents their key tasks and the risks associated
with their tasks. The risks are summarised in a risk assessment
program where they are graded by likelihood and consequence and
where the procedures and controls for managing the risks are

recorded.

A B [ 1A 15 B 7R 52 3 2 L B S B
a5 B R X B A
/A S R 1 R R o B ) B R B
T35 R EEFE B > 0K 6 8 R A
S B BB R BUTETE AR 2B - A4
A A A2 4 il T L 38 o R 2 G Ja

B

AR A A [ JR B PO AR P
3 B BT Bk T AR b B T A A1 B
9 JRUBR o % S J B ) AR AR JEL B,
fili > T o2 JaBgE R T LA s JEL B v BE 8% AR
(R B LR R - DA P 5% 468 Ja By e
BRI AR P B P T RE AR o
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3  Financial Risk Management (contd)
3.1 Financial risk factors (cont'd)
(a) Market risk

®)

()

(1)  Foreign exchange risk
The operation of the Group is exposed to foreign
exchange risk arising from various currency exposures.
Foreign exchange risk arises from future commercial
transactions, recognised assets and liabilities and net
investments in foreign operations. To mitigate risks
arising from fluctuations in exchanges rates, forward
foreign exchange contracts are used to hedge the currency

exposure of the Group.

(ii)  Price risk
The Group is exposed to price risk because investments
held by the Group are classified on the consolidated
balance sheet either as available-for-sale or at fair value

through profit and loss.

(iiz) Interest rate risk
The Group has no significant interest-bearing assets and
liabilities. The Group’s income and operating cash flows
are substantially independent of changes in market

interest rates.

Credit risk

The Group has no significant concentration of credit risk. It
has policies in place to ensure that sales of goods and services
are provided to customers with an appropriate credit history.
The Group manages its exposure to derivative counter-parties
by taking into account their financial strength and are limited

to high-credit-quality financial institutions.

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and availability of funding from an adequate
amount of committed credit facilities. Due to the dynamic
nature of the underlying businesses, the Group maintains
flexibility in funding by maintaining availability under

committed credit lines.

3 WEMBEE R (40)
3.1 WEEBEEE (40)
(a) 53 ME B
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AL SZ Z AR BB AR
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A A2 [ el T A A1 R 15 ) 3
PR G

(i) 1EHE S
AN SE BJEUR 32 (B SR LR
PRI A A4 B2 [ F 45 i DA ] ARk o
2 MBS GRS AR EERA
i 2% s R 48 1 AR A TE(E
AHR o

(iii) FIFJa g
R AR S8 1 o7 40 R B R
A - BARSE BB AT
BB G EEA EASZ TG

STl Z X
&) 1FEEmpE

A% 52 [ 7 40 R4 PP £ B
AR AT R R ity S RS )
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JF o ASE I LIATT A2 by O A B
B o FIEHBIECE ) > A ERR &
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FRRAIMBLE - F1A 2T Kk
FRALE o A B 2 S
B BB AR R TR AT
MFEERUAMERF S BTG -

70

ARNHOLD HOLDINGS LIMITED % |44 B A7 FR /A 7]

Annual Report 2006 R



Notes to the Financial Statements %53 3 Mk

3  Financial Risk Management (contd)

3.2 Fair value estimation

The fair value of financial instruments traded in active markets (such
as trading and available-for-sale securities) is based on quoted market
prices at the balance sheet date. The quoted market price used for
financial assets held by the Group is the current bid price; the
appropriate quoted market price for financial liabilities is the current

ask price.

The fair value of financial instruments that are not traded in an
active market (for example, over-the-counter derivatives) is
determined by using valuation techniques. The Group uses a variety
of methods and makes assumptions that are based on market
conditions existing at each balance sheet date. Quoted market prices
or dealer quotes for similar instruments are used for long-term debt.
Other techniques, such as estimated discounted cash flows, are used
to determine fair value for the remaining financial instruments. The
fair value of forward foreign exchange contracts is determined using

forward exchange market rates at the balance sheet date.

The nominal value less estimated credit adjustments of trade

receivables and payables are assumed to approximate their fair values.

3 WMEMBEAR ()

3.2
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FETRIETT B 2 TR (B B
BB A A Gk B 2 AT R
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L 0L 15 W B A -

RATEERIZ E NS TR (Fln
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Critical Accounting Estimates and Judgements

Estimates and judgements are continually evaluated and are based on

historical experience and other factors, including expectations of future

events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The

resulting accounting estimates will, by definition, seldom equal the related

actual results. The estimates and assumptions that have a significant risk

of causing a material adjustment to the carrying amounts of assets and

liabilities within the next financial year are discussed below.

(@)

(b)

(©

Impairment of assets

The Group conducts impairment reviews of assets when events of
changes in circumstances indicate that their carrying amounts may
not be recoverable or annually in accordance with relevant accounting
standards. An impairment loss is recognised when the carrying
amount of an asset is lower than the greater of its net selling price or
the value in use. In determining the value in use, management assess
the present value of the estimated future cash flows expected to
arise from the continuing use of the asset and from its disposal at
the end of its useful life. Estimates and judgements are applied in

determining these future cash flows and the discount rate.

Impairment of receivables

The impairment of receivables is assessed based on the evaluation
of the collectibility and aging analysis, including the creditworthiness
and the collection history of each customer. Judgement is required

when assessing the realisability of these receivables.

Estimates of fair value of investment properties

The investment properties of the Group are revalued at the balance
sheet date on a market value basis by independent professional
valuers. Such valuations are based on certain assumptions, which
are subject to uncertainty and may differ from the actual results. In
making the judgement, the Group considers information from
current prices in an active market for similar properties and uses
assumptions that are mainly based on market conditions existing at

each balance sheet date.

4 BHSEErSHSSEBOA
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Turnover, Other Revenues and Segment Information

The principal activities of the Group are trading in, and the supply and

installation, of building products and engineering equipment. The Group

also established a new marble processing factory in the PRC to process

and distribute marble products. The principal activities of the subsidiaries

are set out in note 21 to the financial statements.

B JBBOA B SRR
ARSI EE TG - O B TR TR
R & o A T o A B — B 4 T
RS AT B A S 0 AR 2 7 2
YR TR BB H M 21 -

2006 2005
TRRNE CERERAE
HK$’000 HK$’000
W0 WHT I
Turnover EE
Sales of inventories HEAERA 297,550 292,347
Commission income A - 91
297,550 292,438
Other revenues H At A
Interest income from bank deposits 2 4R T A7 2 L E YA 1,750 1,364
Administration fee received from T B RSB A7 B
associates (note 36(a)) (Fft5E 36()) 1,117 420
Gross rental income from BEY 2 SR A
investment properties (BH&E 36(b))
(note 36(b)) 665 717
Sundry income METEIA 2,797 1,298
6,329 3,799
Total revenues HA 303,879 296,237

Annual Report 2006 4F-#

ARNHOLD HOLDINGS LIMITED % F|#EA7 BRZA 7]

73



: l " . ERY
— ""Notes to the Financial Statements Yo 5 0 R B e

- T
[

Turnover, Other Revenues and Segment Information
(cont’d)

Primary reporting format — business segments

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

geographical segment 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 three main geographical

areas, Hong Kong and Macau, Mainland China and overseas.

BIRE - b A K BUE B
(%)

HERAOTA — R

ARSI R BT BB IRIAE 2 5 4751
W -

ARG 2 ST Jy W IE — AR i e TR
BB BB Rk -

SR 2 A S5 2 Sy A B S S B A
P2k > MEDL A TH 2 A R LAAER ST 2R o

KR {5 — Hu b 2 55
SEH B = A - A A R -
B gl S g A o

74

ARNHOLD HOLDINGS LIMITED % |44 B A7 FR /A 7]

Annual Report 2006 R



Notes to the Financial Statements %53 3 Mk

Turnover, Other Revenues and Segment Information 5

:é;ﬁ%;ﬁ XL Tig 8¢

(cont'd) 7
Primary reporting format — business segments HERRG A - EH B
Building Engineering Other
products  equipment  operations Elimination  The Group
2006 2006 2006 2006 2006
RN LR bR B |
CRBNE SRENE CRBAE REANE SRRAE
HK$’000 HK$’000 HK$’000 HK$°000 HK$°000
BT wWTr  WBWToo BT WW T
Turnover EE i
External sales SN 263,787 33,763 - - 297,550
Inter-segment sales R 2 & 25,371 - - (25,371) -
289,158 33,763 - (25,371) 297,550
Segment results Vg E S 26,080 342 (6,056) - 20,366
Unallocated costs ARG el AS (16,080)
Operating profit =iyl 4,286
Finance costs A2 (196)
Share of loss of associates JE A B R s 1R - = (1,767) = (1,767)
Profit before income tax R ST A5 i v 1 2,323
Income tax expense A5 (182)
Profit attributable to shareholders JE AR A 25 ) 2,141
Segment assets I REE 113,910 8,941 85,105 - 207,956
Interest in associates W s R 25 - - 5,102 - 5,102
Unallocated assets KOBLEE 54,831
Total assets ML E 267,889
Segment liabilities S (55,724)  (7,373)  (1,778) - (64,875)
Unallocated liabilities N =L (3,995)
Total liabilities BMAM (68,870)
Capital expenditure BEABH S (13,898) (44) (399) - (14,341)
Other non-cash expenses oAt I B 48 BH 52
Depreciation of property, E R Y G N
plant and equipment (1,773) 48) (1,174) - (2,995)
Amortisation of lease prepayments B FEAT kS (21) - 995) - (1,016)
Provision for impairment of receivables JRE MK R P (256) (930) - - (1,186)
Wrrite back of provision for JRE ISR A 5 A 438 (]
impairment of receivables 306 50 - - 356
Provision for stock obsolescence W IR A7 B (470) - - - (470)
Write back of provision for 8L I A7 B 13 A 43 )
stock obsolescence 57 32 - - 89
Provision for long service payments 1= I IRTS & A 99) 1 25 = (73)
Provision for employee 1 5 == B 43
leave entitlements (19) (29) (68) - (116)
Loss on disposal of a subsidiary o B B s 4R - = (503) = (503)
Loss on disposal of a property &Y 1R = = (1,031) = (1,031)
Fair value loss on revaluation of HEHEYE
investment properties A PEEE = = (801) = (801)
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Turnover, Other Revenues and Segment Information 5

BRE - LB ARSBER

(cont’d) (%)
Primary reporting format — business segments (cont'd) HEEHRTX -EEH (8)
Building  Engincering Other
products equipment operations  Elimination The Group
2005 2005 2005 2005 2005
wmEEE  LRsE MR S AL
CERBHE SEFNE SRR RE SEFRE EFNLE
HK$000 HK$000 HK$000 HK$’000 HK$’000
wHTT W Tor  WwETot W% Tor W T
Turnover e
External sales AT 257,885 34,553 - — 292,438
Inter-segment sales M 2 S 34,916 — - (34,9106) —
292,801 34,553 — (34,916) 292,438
Segment results RS 22,467 626 (5,670) — 17,423
Unallocated costs Ko BL AR A (15,475)
Operating profit KB 1,948
Finance costs A2 (23)
Share of loss of an associate JE A B R e 1R - - - - -
Profit before income tax W& 18 Bl HiT R 48 1,925
Income tax expense g Al (301)
Profit attributable to shareholders FE SR T 12 1,624
Segment assets I REE 91,868 11,821 92,822 - 196,511
Interest in an associate 5 s Al R 7 = = 64 = 64
Unallocated assets ARG 71,641
Total assets B E 268,216
Segment liabilities Vig Nl (55,751)  (8,551)  (2,904) - (67,206)
Unallocated liabilities Ko B é fE (5,270)
Total liabilities MEfE (72,476)
Capital expenditure EABH S (14,618) (4) (558) - (15,180)
Other non-cash expenses oAt I B 48 BH 52
Depreciation of property, UE B S Y R
plant and equipment (1,003) (72) (1,176) = (2,251)
Amortisation of lease prepayments B FEAT kS - - (1,012) = (1,012)
Provision for impairment of receivables JRE ST L P (1,209) (173) - = (1,382)
Write back of provision for JHRE M Uk (L 98 £ 43 [
impairment of receivables 2,128 813 - = 2,941
Provision for stock obsolescence 10 A B T (51) (6) = = (57)
Write back of provision for AL I A7 B 1 43 )
stock obsolescence 442 2 = = 444
Provision for long service payments RS 5 18 74 (15) 37 - 96
Provision for employee Sy R EEUE ]
leave entitlements (182) (122) (41) = (345)
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Turnover, Other Revenues and Segment Information

%%ﬁ XL Zig g

(cont’d) 7
Secondary reporting format — geographical segments KERHIT A — W25
Segment Total Capital
Turnover results assets  expenditure
2006 2006 2006 2006
BEB HNES MR HEARRX
TRRNE CRENE CRBAE RN
HKS$’000 HK$’000 HK$’000 HKS$’000
wTx wWTx wWTae  BRTa
Hong Kong and Macau B SR 240,600 49,903 159,970 900
Mainland China R A 24,013 4,750 40,869 13,441
Overseas 4h 32,937 11,037 7,117
297,550 65,690 &
Unallocated costs Ko BL AR A (61,404)
Operating profit gyl 4,286
Interest in associates o /N FRE RS 5,102
Unallocated assets ROy E 54,831
Total assets B E 267,889
Segment Total Capital
Turnover results assets  expenditure
2005 2005 2005 2005
BEE NEEES MEE  EAMX
CRBHAE SEFRE SBERAE ETRAE
HK$000 HK$’000 HK$’000 HKS$’000
WwETE Wl Tor WWTor BT
Hong Kong and Macau s S 246,061 43,983 170,552 3,387
Mainland China R I A 19,105 3,274 22,188 11,793
Overseas i 27,272 10,090 3,771
292,438 57,347 15,180
Unallocated costs ARG ek AS (55,399)
Operating profit i Al 1,948
Interest in an associate W s EIAE 25 64
Unallocated assets Koy e 71,641
Total assets AU 268,216
Cost of Sales
2006 2005
TRENE CEREFAE
HK$’000 HK$’000
T T
Cost of inventories sold SHEL B RA 233,824 231,372
Cost of construction contracts B KA (1,981) (1,985)
Cost of consumable stocks TR E A 1,944 1,762
Net unrealised fair value (gain)/loss i T E 2 KRBl
on derivative financial instruments INFER (BA) EEE (1,927) 2,620
231,860 233,769
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7  Operating Expenses

7 RBRHX

2006 2005
TRENGE SRR
HK$’000 HK$’000
whT T
Administrative expenses: B -
Employee benefit expenses (note 9) & B tEFIBASC (BFEE 9) 32,909 32,220
Directors’ remuneration (note 10) E=HMME (hEE 10) 7,245 7,206
Depreciation of property, W - B R IT B
plant and equipment 2,995 2,251
Amortisation of lease prepayments FH & TR AT 2R 1,016 1,012
Operating lease rentals on MTFEMNFE =52
properties paid to third parties REHAMH 3,579 2,818
Travelling expenses BT 2,491 2,199
Entertainment expenses g3 893 907
Management fee EHEHE 1,440 1,360
Stamps, postage and telephone TEE - BE K B 1,090 1,029
Auditor’s remuneration BT 4 1,628 1,614
Legal and professional fees R R R % 296 1,437
Advertising and promotion expenses JRE Ak B i 2 625 568
56,207 54,621
Other operating expenses: HAh R EBA X
Write back of provision for JRE AR (L 458 A 43 ()
impairment of receivables (356) (2,941)
Provision for impairment JRE ISR A H3E A
of receivables 1,186 1,382
Write back of provision for 8 I A 4B A 43 )
stock obsolescence (89) (444)
Provision for stock obsolescence R I A7 B 1 470 57
Provision for long service payments RIS M 73 (96)
Provision for employee 1 B e == (B0 45 A
leave entitlements 116 345
Loss on disposal of property, B - HES K 2 1R
plant and equipment 15 39
Exchange difference SRR 3 (125)
Impairment loss of available-for-sale A R O A ) 4R
financial assets 190 -
Reversal of surplus on revaluation A P A L B A
of impaired available-for-sale fhE P F AR A R
financial assets to profit and
loss account (65) -
Sundry expenses HETE B 32 7,648 7,682
9,191 5,899
65,398 60,520
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8 Finance Costs 8 WMHEEN
2006 2005
TRRNAE B
HK$’000 HK$’000
T T
Interest expenses on overdrafts Bz ABE R 196 23
9 Employee Benefit Expenses 9 g B A B 3
2006 2005
TRENE CEREFAE
HK$°000 HK$’000
T T
Wages and salaries T K HTH 31,020 30,851
Termination benefits i A1 b 1B 472 328
Contributions to ORSO scheme RO B (FF5E 11)

(note 11) 885 516
Contributions to MPF scheme AR FTEEEK 465 437
Employee share-based compensation | 5 i Z2 B AR &1 2 48 Fl

benefits (note 31) (Ffk3E 31) 67 88

32,909 32,220
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10 Directors’ and Senior Management’s Emoluments

10 HFEARTARZB4E

(a) Directors’ remuneration (a) TEIME
The aggregate amounts of emoluments payable to directors pursuant MR e A AR SE 161 Rk e AT T
to section 161 of the Hong Kong Companies Ordinance is as follows: BRI

2006 2005

TRBANLE CERERAE

HK$’000 HK$000

W T kT o

Fees il 750 750

Salaries and other benefits 4 M H A AR F 4,717 5,009

Discretionary bonus W1 fEAL 639 438

Year end bonus ELAEED 198 194

Retirement Schemes IRIRGE R K

contributions 359 333
Employee share-based compensation 1 B e = i IR RE T ) 22 AR )

benefits (note 31) (RffsE 31) 582 482

7,245 7,206

=R A R SR AR B R S AT IR AT
EENBVIEATEER 2 MELEE
750,0007C (—FEEFAE © LHH750,000
JG)

Included in the directors’ remuneration were fees of HK$750,000
(2005: HK$750,000) paid to non-executive directors and

independent non-executive directors during the year.

BE_FTAEL A=+ B ILE
B A ERMENT

The remuneration of every director for the year ended 31 December

2006 is set out below:

Employee
Pension share-based Other

Discretionary Year end scheme  compensation benefit 2006
Fee Salary bonus bonus  contribution benefits inkind Total

1 EL R W
Bk Bt 80 “ERRNE
Director f e e % Wti1EAL SERABAL itk ZHifl FAbHiA g
HK$°000 HK$°000 HK$°000 HK$°000 HK$'000 HK$°000 HK$°000 HK$°000
WL BT EWTIL BT EWTIL BT EWTIL BT
Michael John Green KE o Bk - 1,668 = 70 167 = 115 2,020
Daniel George Green e o Bk - 828 321 64 77 310 576 2,176
Lai Ka Tak, Patrick B - 1,530 318 64 115 m - 2,299
Augustus Ralph Marshall 150 - - - - - - 150
Lim Ghee Keong i8¢ - - - - - - - -
Christopher John David Clark fifi 3 150 - - - - - - 150
Simon Murray iR 150 - - - - - - 150
V-Nee Yeh B 150 - - - - - - 150
Thaddeus Thomas Beczak FIZ s 150 - - = - = - 150
750 4,026 639 198 359 582 691 7,245
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10 Directors’ and Senior Management’s Emoluments 10 B R HHFHABRZME (&)

(cont’d)
(a) Directors’ remuneration (cont’d) (@) WHME (5
The remuneration of every director for the year ended 31 December BE_FEHHE+T A =+—HIL%E
2005 is set out below: > HAEFMMEIT
Employee
Pension share-based Other
Discretionary Year end scheme  compensation benefit 2005
Fee Salary bonus bonus contribution benefits in kind Total
{ AL RE IR
BikE etstHl "R
Diector #4 s He Fiffea LA AR ZHaf Jitita R k)
HKS$'000 HKS$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000
BT T BT T BT T BT T
Michael John Green KE o Bk = 1,636 = 68 164 = 360 2,228
Daniel George Green FHE o Ek - 937 126 63 75 239 576 2,016
Lai Ka Tak, Patrick & - 1,500 312 63 9% 2143 - 2012
Augustus Ralph Marshall 150 - - - - - - 150
Christopher John David Clark ~~ fj%E%E 150 - - - - - - 150
Simon Murray EitRE 150 - - - - - - 150
V-Nee Yeh e 150 - - - - - - 150
Thaddeus Thomas Beczak HfE 150 - - - - - - 150
750 4,073 438 194 333 482 936 7,206
(b) Five highest paid individuals (b) IfiEMae2 AL
Of the five individuals with the highest emoluments, three (2005: ffimEMe N LaFE=0 (CFER
three) were directors whose emoluments are disclosed in note (a) o) EH S HEZMAE DR EXX
above. The highest emoluments payable to the remaining two (2005: Bt T (a) 025 - 4R > BEAT BRI (Z
two) individuals during the year is as follows: BEAAF  Wihi) Eemae A Lar :
2006 2005
TRRNAE CERRFAE
HK$’000 HK$’000
T T
Salaries and other benefits 4 NI AbARF| 1,554 1,647
Discretionary bonuses WtEfEAL 357 414
Year end bonus FRACAL 65 69
Contributions to Retirement Schemes AR &: 51 #| itz 85 120
Employee share-based 1 e = J R R T )
compensation benefits Pyl 38 4
2,099 2,254
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10 Directors’ and Senior Management’s Emoluments 10 HEREHHREBABRZMNE (5)

(cont’d)
(b) Five highest paid individuals (cont'd) (b) TfemmeZ AL (8)
The emoluments of the two (2005: two) individuals with the highest N (A W) mfla A+
emoluments are within the following bands: Z P
Number of individuals
A%
2006 2005
Emoluments’ band Lkl ZRENF i
HK$Nil — HK$1,000,000 i M2 o0 — i 1 1,000,000 TT - 1
HK$1,000,001 — HK$1,500,000 #E 1,000,001 76— #EM 1,500,000 TG 2 1
The Group usually determines and pays discretionary bonuses to A B N AR A — A BT AR
employees (including directors) around January/February each year B 2 B R BB SE A TR TR A Y Y
based on the actual financial results of the Group for the preceding THEAL TR B (4R HEF) o B L2k
year. The discretionary bonuses shown above therefore represent SEMMEEERIXMNTREE (QiF#
actual payments to the employees (including directors) during the $) AR —4F S AIMIEIEAL o
current financial year in relation to performance for the preceding
year.
11 Retirement Schemes 11 Bk
The Group’s contributions to the ORSO Scheme were reduced by i Al B A AT 4 BB A SRR R R R =
contributions forfeited on those employees who left the ORSO Scheme B> RS BER W O IE A S M 2
prior to vesting fully in the contributions. Forfeited contributions totalling R o MR R A LA HEHE 203,000 T
HK$203,000 (2005: HK$572,000) were fully utilised during the year. (CEEHAE © 4 %572,00000) EEREAF
WA -
Contributions of HK$251,000 (2005: HK$266,000) were payable to IRAFEAER o REAT TR ) 2 R A s
the Retirement Schemes at the year-end. 251,0007C (ZFZF A : #HE¥266,0007T) °
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12 Pif3B
B s RIS BB AE N Al s T ERRBLE A4 17.5%
(ZEZRAE 0 17.5%) ZBUREH - WING
FIBLIE T AR AE N 2 Ao HRERRB s A He A 4 5]
SRS T B R 2 B B R GT A -

12 Income Tax Expense
Hong Kong profits tax has been provided at the rate of 17.5% (2005:
17.5%) on the estimated assessable profit for the year. 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.
Income tax expense in the consolidated profit and loss account represents: A B BARRITYIN IS
2006 2005
TRENE SRR
HK$’000 HK$’000
W T T
Current income tax ASAE B P 3HE
— Hong Kong profits tax —E S 70 47
— Opverseas taxation — I AIMBLIA 112 254
182 301

The tax on the Group’s profit before tax differs from the theoretical amount
that would arise using the taxation rate of the home country of the

Company as follows:

A A BRI SR i i 1) 2 B T BELAR 2 ] A

Bl AT R B A W22 I T

2006 2005
CRBNAE CEEBRAR
HK$’000 HK$’000
BT T I0
Profit before income tax R BT 1550 i s 1) 2,323 1,925
Calculated at a taxation rate of 17.5% B 17.5% rIE 2 BiIH 407 337
Effect of different taxation rates HoAth B R AR B 2R 2 5
in other countries (351) 145
Income not subject to tax SEIHERBL 2 A (309) (550)
Expenses not deductible for tax purposes ASTT SR SRR Y BH 57 981 1,137
Tax loss for which no deferred K AETB ISR G A RS G 1E
income tax asset was recognised 1,045 942
Utilisation of previously 1 S iR e R 2 BB e 1
unrecognised tax losses (1,591) (1,710)
Income tax expense 5 182 301
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13 Profit Attributable to Shareholders
The profit attributable to shareholders includes a loss of HK$550,000
(2005: loss of HK$487,000) which has been dealt with in the financial

statements of the Company.

14 Earnings per Share

(@)

(b)

(©

Basic earnings per share

The calculation of basic earnings per share is based on the Group’s
profit attributable to ordinary shareholders of HK$2,141,000 (2005:
Group’s profit attributable to ordinary shareholders of
HK$1,624,000) and the weighted average number of 224,496,000
(2005: 224,496,000) ordinary shares in issue during the year.

Diluted earnings per share

The calculation of diluted earnings per share is based on the Group’s
profit attributable to ordinary shareholders of HK$2,141,000 (2005:
Group’s profit attributable to ordinary shareholders of
HK$1,624,000) and the weighted average number of 225,180,000
(2005: 225,396,000) ordinary shares after adjusting for the effects

of all dilutive potential ordinary shares.

13 JBCSR HE A e A
VRO A i 1) 8 9 A A/ ] BA S R 38 TR 2 B0
H M 550,000 TG (ZFEFAAE © KB
487,000 JLHYKEEHR) o

14 5B & A

(a)

(b)

f IR A

i B B A R T AR R A 4 A A
JI 1 R A s R 4 s M 2,141,000 J6
(ZFRAAR - AL 2 %W B R
JRE A5 345 1) 2 TR 5 1,624,000 78) MAEKE
BEA T e INRET-45 8 224,496,000 i
(B FFAE © 224,496,000 ) FHE o

5 B4 00 2 )

g AR T 222 1) T R 8 A A P A T 3 A IR
i HOE A %5 A A5 ¥ 2,141,000 G
(ZFBNAF - AL 2 B E R A
i M4 £ W W 1,624,000 70) K AREHETA
T A 3 R S A R AR
A BN RET- 8 225,180,000 fi%
(ZFFERAE © 225,396,000 ) FHE o

Reconciliation (0 Wk
2006 2005
TRENE CEREFAE
Number of Number of
shares shares
ety ¥ H e 4 i E
Weighted average number of FNE TSR A A Y
ordinary shares used in calculating R IR T 247 8
basic earnings per share 224,496,000 224,496,000
Deemed issue of ordinary shares BOE AT IEAUE L
for no consideration 684,000 900,000
Weighted average number of FHVEGT g I e 2 R 7
ordinary shares used in calculating e BT 1 8
diluted earnings per share 225,180,000 225,396,000
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Dividend 15 ek
2006 2005
TRBNA ST
HK$’000 HK$’000
Wi T T oT
Proposed final dividend of HK$Nil AR BE I AR JR R A R B
(2005: HK$Nil) per ordinary share (ZEEHA - 48 - -
Investment Properties 16 &YX
The Group
AL
2006 2005
TRENAE ST
HK$’000 HK$’000
Wi T Wi ToT
At 1 January A—H—H 17,601 17,601
Disposal e (2,050) -
Fair value loss on revaluation HGREYEZ
of investment properties A PEEE (801) -
At 31 December R+=—A=1+—H 14,750 17,601

The investment properties are held under long-term leases and are situated
in the PRC. The investment properties were revalued as at 31 December
2006 on the basis of their open market value by DTZ Debenham Tie
Leung Ltd, an independent firm of qualified property valuers. The net
fair value loss during the year amounted to HK$801,000 (2005: HK$Nil)

was charged to the profit and loss account.

At 31 December 2006, the Group had no unprovided contractual

obligation for future repairs and maintenance.

The Group’s interest in investment properties at their net book values are

analysed as follows:

PG T A 2 AR R B - 4%
GO —FFNE T H = — H L
BAEPEEREAGLS A BAERA T PR R A BT
BHEEFAEEATEAL » N A TER R
#£801,000 G (FEEAMF : M) DHAER
E N

AZEFERNET A= —H o AL E
AT S0 A AR A A DR T AR AR AR P 5 40 3
£ -

ARSR B B R A R i P LR T B2 A
T

The Group
R4
2006 2005
ZRRNGE S S
HK$’000 HK$’000
Wl ki
Outside Hong Kong, held on: TEAF W LA -
Leases of over 50 years i 50 AF 2 HHA) = 2,050
Leases of between 10 to 50 years 10 £ % 50 SE 2 A #Y 14,750 15,551
14,750 17,601
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17 Property, Plant and Equipment 17 Y3 - BeaN Bt i
The Group ASE
Furniture Plant
Construction Leasehold Leasehold and and Motor
in progress buildings imp quip hinery vehicles Total
LIEEIES L7
TRTHR AR kB GRS REEH Yol M

HK$000  HK$000  HKS$000  HKS$000  HK$000  HK$000  HK$000
T R WM MW Wl T T

At 1 January 2005 RETHE
—H—H
Cost or valuation BEA B A - 29780 15155 28210 13,765 1,263 88,173
Accumulated depreciation 2T E = (7,457) (14,645) (27,371) (12,722) (268)  (62,463)
Net book value, as restated HR T E - % ES - 22323 510 839 1,043 995 25,710
Net book value at 1 January W oFERE
2005, as previously reported —H—Hz
AR »
i 2R - 72,150 510 839 1,043 995 75,537
Effect of adopting HKAS 17 B (Fis el
517 9% - (49,827 - = - - (49,827)
Net book value at 1 January R_FETE
2005, as restated —H—Hz
AR (E 1R ES - 22323 510 839 1,043 995 25,710
Additions NE 11,102 - 2,560 910 147 461 15,180
Depreciation (note 7) I8 (fiteE 7) - (595) (544) (469) (393) (250)  (2,251)
Written off/disposals sy, - - - = = (299) (299)
Net book value at i EEAE
31 December 2005 +-H=1+—H
IR A 11,102 21,728 2,526 1,280 797 907 38,340
At 31 December 2005 e e
+-HA=+—H
Cost or valuation A A (E 11,102 29,780 17,715 28,907 13912 1,334 102,750
Accumulated depreciation Zatins - (8052 (15189 (27,627) (13,115) (427)  (64,410)
Net book value MR T {E 11,102 21,728 2,526 1,280 797 907 38,340
Net book value at it RN
1 January 2006 —H—H
IR A 11,102 21,728 2,526 1,280 797 907 38,340
Additions NE 12,321 = 511 718 677 114 14,341
Depreciation (note 7) I (M5E7) — (659)  (1,084) (547) (440) (265 (2,995)
Written off/disposals s,/ e - (413) 27) (16) ) = (458)
Transfer L e (19,078) 15,582 = 358 3,138 = =
Transfer to lease prepayments i 2 A AR
(note 18) (Pf5E 18) (4,345) - - - - = (4,345)
Net book value at it RN
31 December 2006 +—-HA=+—H
IR - 36,238 1,926 1,793 4,170 756 44,883
At 31 December 2006 i EERE
+=HA=+—H
Cost or valuation A A (E — 44837 16987 29,764 17,446 1,448 110,482
Accumulated depreciation Zitins - (8599 (15061) (27,971) (13,276) (692)  (65,599)
Net book value W i ¥ - 36238 1,926 1,793 4,170 756 44,883
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17 Property, Plant and Equipment (cont'd)

18

Construction in progress represents the construction cost paid and payable
in relation to the new factory of the Group in Mainland China as at 31
December 2006. Construction in progress is transferred to lease
prepayments and property, plant and equipment upon completion and

when the asset is substantially ready for its intended use.

Lease Prepayments
The Group’s interests in lease prepayments represent prepaid operating

lease payments and their net book value are analysed as follows:

17 W3 ~ BN Bkt (&)
EEITEEEAEER " EEAEF
A=+ — BB AR FEARE 2D
5 A 2 30 o e TR S AR e
EL L o PR R » 76 2 TR I3 2 R T Ao
BT PR SRR -

18 ALK
A T 7 L6 Lo R 2 0 A AR B LA+
o HIREFE AT -

The Group
AR SR
2006 2005
TRERNE TEEFAE
HK$’000 HK$’000
Wi Bk i T
In Hong Kong, held on: EFBRA
Leases of between 10 to 50 years 10 ZE & 50 E 2 1A 45,611 46,572
Outside Hong Kong, held on: EFRELIIMNTE
Leases over 50 years i 50 4F 2 FHA) - 2,884
Leases of between 10 to 50 years 10 ZE & 50 E 2 FHE) 4,324 =
49,935 49,456
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18 Lease Prepayments (cont’d)

18 AEHEM (&)
MROEERFET+ A=+—H » KEEK
Wit g 2 ) 3 A B T (L A W T 42,452,000 TG
(ZFFRAE © H1H 43,337,000 J6) HIFHE
RO 4 TR TR B -

At 31 December 2006, lease prepayments with a carrying value of
HK$42,452,000 (2005: HK$43,337,000) held by a subsidiary of the

Group was charged to a bank to obtain banking facilities.

The Group
3 L
2006 2005
TRRNE TERERA
HK$’000 HK$’000
T T T
Net book value at 1 January A—H—H Z MR E
— as previously reported — R 2R 49,456 =
— effect of adopting HKAS 17 — R CRHEERHERD 5 17 9% - 50,468
— as restated — &5 49,456 50,468
Transfer from property, ((7E SRR S EIT xS
plant and equipment (note 17) (ff5E 17) 4,345 -
Amortisation of lease prepayments GIN-SEDES: 30
(note 7) (fE: 7) (1,016) (1,012)
Disposals HeE (2,850) -
Net book value at 31 December WA=+ —HIREEE 49,935 49,456
19 Disposal of a Subsidiary 19 HEHEA A
The Group
AL
2006
TRERNE
HK$’000
T
Disposal of a subsidiary WA s A 7
Investment property ‘e -e7/ES 2,050
Leaschold improvements i e 8
Aggregate net assets at date of disposal W H O AR 2,058
Loss on disposal &R (503)
Net cash consideration Bl AR E 8 1,555

AE RS B 2 R RR 2 A I A
MBEEYIZE R A A F RS B - UEY)
SER N -

Loss on disposal of a subsidiary for the year represents loss arising from
the disposal of a 100% interest in an investment property holding

company. The investment property is located in Guangzhou.

88 ARNHOLD HOLDINGS LIMITED % F# Bt A7 B /A #] Annual Report 2006 -



Notes to the Financial Statements %53 3 Mk

20 MEWE
R ARV (i IR > ke

20 Disposal of a Property
During the year, the Group disposed of a property in Shanghai and a loss

The Group
4R
2006
TRENAE
HK$’000
BT
Lease prepayments FHEFEAT R 2,850
Leaschold building F & 415
Leasehold improvements MEHRE 20
Net book value of property held for sale FRAE B ) SE AR T 3,285
Less: Loss on disposal W HEEE (1,031)
Net cash consideration BeREFHE 2,254
21 Subsidiaries 21 KHBA
The Company
A2 5]
2006 2005
TRRNAE CERRFAE
HK$’000 HK$’000
WL T
Investment, at cost & > A 86,131 86,131
Amounts due from subsidiaries NIV G 106,620 107,254
The amounts due from subsidiaries are unsecured, interest free and have I8 N ) 2 KGRI SR ~ G S B A ] B 3 3K

of HK$1,031,000 has been charged to the profit and loss account.

1,031,000 T2 BGHREBEAH RN o

no fixed terms of repayment.

g =

o
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21 Subsidiaries (cont’d)

The following is a list of the Company’s subsidiaries as at 31 December

21 WBAH ()
REBRANE A=A H - AR AR R

2006: BRI
Group equity
interest held by
AL HEE YL T A
Pid B A bl
Place of Issued and paid
incorporation/ the up ordinary
Name of company Operations Company subsidiaries share capital ~ Principal activities
sl E, TR
AR BRI AN HWEAF SRBRA  EERH
% %
Anagram Company British Virgin Islands - 100 US$1  Investment holding
Limited S I LT 1R HREER
Arnhold & Company, Hong Kong - 100 HK$20,000,000 Trading and engineering
Limited ik W 20,000,000 T H 5 K LR
LFINABRA 7
Arnhold & Company Shanghai - 100 US$200,000 Trading
(Shanghai) Limited* i 200,000 (76 B
B B S
(L) BRRAR
Arnhold (B.V.1.) British Virgin Islands/ 100 = US$1,000  Investment holding
Limited Hong Kong 1,000 &5 HEHERK
SRR LR H
Arnhold China Limited Hong Kong — 100 HK$2 Inactive
22 o B A BR A T w2t HmEE
Arnhold Design Hong Kong - 100 HK$2 Retailing
Centres Limited s w2t FE
LRZR A BRA 7
Arnhold Investments Limited Hong Kong = 100 Ordinary HK$1  Investment holding
LR E A BRAF Tk Non-voting R EHE
deferred

HK$1,000,000
e s W 1 oo
S SR R 2 R £
# ¥ 1,000,000 TG
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21 Subsidiaries (cont’d) 21 WBAR (&)
Group equity
interest held by
AR BB YL T A H
Pid B A bl
Place of Issued and paid
incorporation/ the up ordinary
Name of company Operations Company subsidiaries share capital ~ Principal activities
sl E, TR
AR BRI Aad HWEAH RERA  EERH
% %
Arnhold (Macau) Limited Macau - 100 MOP25,000 Trading of construction
Z (EM) HIRAF e I 25,000 materials
M B )
Arnhold Marble China Limited ~Hong Kong = 100 HK$12  Trading and
LR A F B A R F] s W 12 o0 management services
B oy TG BB
Arnhold Marble Limited Hong Kong - 100 HK$2  Design and supply
LR EAABRA T s # ¥ 2 o0 of natural stones
At S AL R IR b
Arnhold Properties British Virgin Islands/ - 100 US$1  Property holding
(B.V.L) Limited Hong Kong 1% WERE
S LR
Bain d’Or Building Materials Hong Kong = 100 HK$2 Inactive
Limited ik B 2or Wk
TR TR AR R F
Bain d’Or Inc. USA = 100 US$2,000 Inactive
* 2,000 £t BB
Bain d’Or Trading Limited Hong Kong - 100 HK$1 Inactive
i WL T EREE
Bostik Hong Kong Limited Hong Kong - 100 HK$1 Inactive
ik w1 s
Diction Limited Hong Kong = 100 HK$2  Property holding
HIAE A PR s w2t WIERA
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21 Subsidiaries (cont’d) 21 WBAR (&)
Group equity
interest held by
AL HEE YL T A
Pk A HiE 2

Place of Issued and paid

incorporation/ the up ordinary
Name of company Operations Company subsidiaries share capital ~ Principal activities

GiR L A 387 £59,3
AR BRI AN HWEAF BRWBBA TR

% %
Dongguan Arnhold The PRC/Dongguan = 100 RMB17,546,951  Natural stones processing
Marble Limited* TR ANEH 17,546,951 KA H T
WRSERMAMARA R
Grandful Limited Hong Kong - 100 HK$2  Property holding
HARA R U W 2T WERH
Palatial Properties British Virgin Islands/ - 100 US$1  Property holding
Limited Hong Kong 13870 WERA

SRR R B
Slivermark Trading Limited Hong Kong - 100 HK$1 Inactive

i wi 1T WREE
Worldpole Investments Limited  Hong Kong - 100 HK$2  Property holding
MEAER & A PR A Uk W 2T WERH
* Wholly-owned foreign enterprise, which is incorporated in the PRC and is A R MRS B A R AT A R R A

a limited liability company.
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22 Interest in Associates 22 BB A v kLR
The Group
A
2006 2005
TREANE ZERERAF
HK$’000 HK$’000
BT T T
Share of net liabilities JEAG A fi i (1,763) =
Amount due from associates R NIV S 6,865 64
5,102 64
The Group’s interest in the associates, all of which are unlisted, was as ALEETEREAF (FF LT MRERWT :
follows:
For the year ended 31 December 2006 “ERAET AT HILEE
Particulars of Place of Assets Liabilities Revenues Profit/(loss) Interest held
Name of company issued shares held incorporation (i3 £ WA B O HitE
kS FA CRAT IR R L
HK$°000 HK$’000 HK$’000 HK$’000 %
W i T T T
Kingspan China Ordinary shares of Hong Kong 490 619 2,567 377 20
Limited HK$100 each HiE
I T, o B A R ) T s ¥ 100 T
2
Bostik Holding Ordinary shares of Hong Kong 6,435 8,198 3,462 (1,767) 40
Hong Kong Limited HK$1 each s
g RHE 170
Pyl
6,925 8,817 6,029 (1,390)
For the year ended 31 December 2005 “EERET A=+ —HILEE
Particulars of Place of Assets Liabilities Revenues (Loss)  Interest held
Name of company issued shares held incorporation G Afg A (F18) i %o
IR i BT IR R 7 B
HK$’000 HK$000 HK$000 HK$000 %
wETT  WWTT WWTT B TT
Kingspan China Ordinary shares of Hong Kong 1,179 1,684 1,481 (351) 20
Limited HK$100 each HiE
I T B A R ) T s ¥ 100 7T
2k
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22 Interest in Associates (cont’d) 22 BBAVRER (%)
AR B A A 2 RE (ZEEH
A ) o BB F 2 GRS BEARA - B

No dividend was received during the year from the associates (2005: Nil).
The amount due from the associates is unsecured, interest free and has no

fixed terms of repayment.

16 YL R 1B A BR A R A AE A TR s AR >
ZURE A R AR RS 18 5 K 127,000 T ©

There was unrecognised share of losses of Kingspan China Limited in the

year and accumulated losses not recognised were HK$127,000.

23 Available-for-sale Financial Assets 23 it B 2 I s
The Group
A AR

2006 2005

CRBNAE TETFAE

HK$’000 HK$’000

BT T T

At 1 January A—H—H 1,954 10,088

Net gains/(losses) transfer TR LY FA S (k1) TRHE

to equity (note 32) (Fff&E 32) 554 (334)
Less: provision for impairment loss W WA R TE (190) (7,800)
At 31 December wt—H=+—H 2,318 1,954

AL 2 B S AR SR B RN AR
ToA = BRAHESINRZ JF EiR st

Available-for-sale financial assets represent the unlisted equity securities

and unlisted club debenture of the Group, and are stated at fair value at

year ended 31 December 2006. Rk b e S o
24 Inventories 24 K
The Group
A AR
2006 2005
CRBNAE CEBRAR
HK$’000 HK$°000
T T o
Merchandise i 16,731 14,184
Consumable inventories HEAE 3,648 3,268
Raw materials JEAE L 2,839 1,262
Work in progress TE R 2,151 416
Finished goods 56 429 -
25,798 19,130
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25 Construction Contracts 25 ERE
The Group
SR
2006 2005
TRERNAE ZERTRAE
HK$°000 HK$’000
T T T
Contract costs incurred plus RS K AR TN A i )
attributable profits less AT T S 1R
foreseeable losses to date 81,026 148,046
Less: progress billings to date W B IR (82,908) (152,235)
(1,882) (4,189)
Included in current assets/(liabilities): WEEE,/ (AfE)
Due from customers on B & 5 2 A X K IH
construction contracts (included (EFEEELA)
in construction contracts) 18 13
Due to customers on JEAT &5 2 A KK IA
construction contracts (included (ELHGTE R 5) B HoA REAT 30
in trade and other payables) (1,900) (4,202)
(1,882) (4,189)
At 31 December 2006, the net retention held by customers for contract MRoEENETFHA=1+—H  AEFIFEZ
work included in trade and other receivables of the Group as disclosed in G H TR R & E 5 K5 4,535,0000C (—
note 26 amounted to HK$4,535,000 (2005: HK$4,826,000). FEFAE - #%4,826,0007T) » CEFELERMTFE
26 JIT % % 2 A ) R A MR B L At R i 3k 2.
A o
At 31 December 2006, there were no advances received from customers Mo ZBENEFTH=1+—H > FftsE 29 rik
for contract work included in other payables of the Group as disclosed in 7 2 AR T HA A BRAOTE 60 2 i S TR
note 29 (2005: HK$Nil). &P AR (D EE AR ) o
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26 Trade and Other Receivables 26 B 5 B fib Wk
The Group The Company
| A8 F]

2006 2005 2006 2005

TRRNAE ZERRRAE TRENE B

HKS$’000 HK$000 HK$’000 HK$’000

T T IT w0 T

Trade receivables JE S E 5 BE K 61,770 63,252 - -

Retention receivables JEWR B8 £ IR K 9,519 8,232 = =
Receivables from related parties JRE Wi B A B EK

(note 36) (Bt 36) 611 520 — -

Less: provision for impairment T RO
of receivables i RIERE (] (3,039) (3,730) = =

Net trade and retention receivables JEWE 5 B

JRE WO B <2
AR 68,861 68,274 - -
Prepayments and other receivables  TETHRF K
HoA RS K 2,437 2,914 108 254
71,298 71,188 108 254
Less: non-current portion W FE BTy (467) — — =
70,831 71,188 108 254
All non-current receivables are due within two years from the balance I IR IR B REISGR I LA AR H R AE I
sheet date. FIASAT
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26 Trade and Other Receivables (cont'd) 26 ® 5 R IfbREBGK (4)
The aging analysis of trade and other receivables (which include trade B 5 M EADENGR (RIS 5 ek A28
and retention receivables) was as follows: 4 ZHEEBRATIR
The Group
SR
2006 2005
TRRNAE BT
HK$’000 HK$’000
WL T
Current FSiel 35,368 30,953
One to three months overdue i —==H 20,362 22,651
More than three months overdue 7 AR =R A (A -+ A
but less than twelve months overdue 3,123 3,139
Overdue more than twelve months g it e [ | 13,047 15,261
Total trade and other receivables JEWCE 5y B HAth B U R AR 4R 71,900 72,004
Less: provision for impairment of receivables 8 : MENS RIS B 1 1 (3,039) (3,730)
Net trade and retention receivables JRE S B 5 Bk B WAL BR 4 R K TR AR 68,861 68,274
Debts from construction contracts are due when architect certificates are FESRA K IR SR s 0t R 2 A S 5
issued. For other debtors, the Group normally allows a credit period HARBE S —R 45T 30 2 60 KAk »
ranging from 30 to 60 days. Debtors with long overdue balances are EHIEEARAE > B EBS A TE G
normally requested to settle all outstanding balances before any further AT aERR R A TS -

credit is granted.

27 fik4wT R

27 Derivative Financial Instruments

The Group
SR
2006 2005
TRENGE ST
HK$°000 HK$'000
whHT T
Forward foreign exchange contracts RSN G 4
— held for trading — DI E
— Assets — & 1,063 51
~ Liabilities — AR (368) (1,283)
Trading derivatives are classified as a current asset or liability. LG TR B B A AR o
The net unrealised fair value gain/(loss) on forward exchange contracts as R ZEEZHEFH =+ —H A FEENEA+
at 31 December 2005 and 2006 which are not qualified as hedges has “HE+—H s RFFEEIAESNES 42
been accounted for in the profit and loss account. A FEEFEF, (BB CRERE
I:Pﬁﬁﬁu °
Details of the outstanding forward foreign contracts held by the Group as REEBREFTH=+—H > AEERFFAR
at 31 December 2006 are disclosed in note 35. These contracts expire v A B W A e S A ETEMTRE 35 Hh4REE o
through 2007. G KR RN E W
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28 Cash and Cash Equivalents

28 BERBEFEY

The Group The Company
A4 AT
2006 2005 2006 2005
TRRNAE ZERRRAE TRENE B
HKS$’000 HK$000 HK$’000 HK$’000
T T w0 T
Bank deposits with original maturity J5A I #H H £ =1# H
of three months or less DL Z RITAE K 37,668 46,567 - -
Cash at bank and in hand SBATF R B 15,034 23,852 125 115
52,702 70,419 125 115

SEINSRATAZ A B SRR Ay 1.62 % 5,19 &
REE (CEFERAE  325EE431EALE)
WA RI H B2k (CBERA

The effective interest rate on short-term bank deposits is ranging from
1.62% to 5.19% (2005: ranging from 3.25% to 4.31%); these deposits
have an average maturity of 52 days (2005: 50 days)

50 K) °
29 Trade and Other Payables 29 B 5 B B AbREAT K
The Group The Company
A SE A4

2006 2005 2006 2005
ZRENE 225 ke TRENE =22 5 ki
HK$’000 HK$°000 HK$’000 HK$’000
W T W T T

Trade and bills payables JREAS B2 5 Rk
LIRS 35,600 39,473 - -

Accruals and other payables JREAS 2 A K

HoAREF 3K 26,588 26,514 1,119 1,339
Advances received from customers & P HAL K 4,206 2,839 = =
66,394 68,826 1,119 1,339
Less: non-current portion W FERED R = (438) = =
66,394 68,388 1,119 1,339

All of the above trade and other payables are expected to be settled within

one year.

fit o

VAL AT B 5 B FCAB R A R L I — 4 A
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29 Trade and Other Payables (cont'd) 29 B G RIAbHES R (4)
The aging analysis of trade and other payables (which include trade and 5.5 KA 3R (A8 A B2 5 Rk S B A+t
bills payables) was as follows: FHR) RUARESATINE
The Group
A S
2006 2005
TRRNAE CERERAE
HK$’000 HK$’000
T T
Due within one month or on demand —{8 H TR sl N R 2 A 25,794 31,230
Due after one month but within — {8 A& E = H N3] H
three months 7,519 7,299
Due after three months =X YRR EID 2,287 944
Total trade and bills payables B 5 MEAT IR R R A 22 4 4 35,600 39,473
Accruals and other payables JREAST 2 P B At A 26,588 26,514
Advances received from customers FF AR 4,206 2,839
66,394 68,826
Less: Non-current portion: W FEWENER - (438)
66,394 68,388
30 Provisions 30
Employee
Long service leave
payments entitlements Total
i &
BB & W= A B0 H
HK$’000 HK$000 HK$’000
T T T T IT
At 1 January 2006 W oFZNF—H—H 674 1,056 1,730
Additional provisions BHOMEM 73 964 1,037
Less: Amounts utilised W B ROE = (848) (848)
Charged to consolidated H %5 &8 20 R HNBR
profit and loss account 73 116 189
Less: Amounts settled W B A A (114) (122) (236)
Net effect on provisions TR (41) 6) (47)
At 31 December 2006 R_ZEBZAET_H=1+—H 633 1,050 1,683
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31 Share Capital

31 JBAK

2006 2005
ZRENE ZRRIAE
Authorised Authorised
Ordinary shares of HK$0.10 each Number of shares HKS$°000 Number of shares HK$°000
B HHE WY 0.10 B2 WM BBy ¥ H W T8 e WM T T
At 1 January and at 31 December w—H—H
Lkt+=ZA=+—H 800,000,000 80,000 | 800,000,000 80,000
Issued and fully paid Issued and fully paid
CEAT RO T AEHZE
Ordinary shares of HK$0.10 each Number of shares HKS$°000 Number of shares HK$°000
B HE WY 0.10 B2 WM BBy ¥ H w0 e WM T T
At 1 January and at 31 December m—H—HX
+-A=+—H 224,496,000 22,450 | 224,496,000 22,450

AR AR & A A B 2RO
B E e R bR A — T A bRt ) ([t
#) o k> EEEAEER T A EM AL
P HE LA R A 2 R BEAR o

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 of directors may, at its discretion, invite

eligible persons to take up options to subscribe for shares of the Company.

HRyERZ B A RIS S KR B R A
FETEANE

Details of options granted to directors and employees under the Scheme

were as follows:

Outstanding
Outstanding options as at
options as at Exercised/ 31 December
1 January lapsed/ 2006
2006 cancelled ZREANE
TREBNE Granted during the T=H | Subscription
—H—H during the year Zqr=l price
P ARAT B year JRAEWATHE FARAT B per share
Date of options granted 52 H Wk BB H 30 2 Ji SR AR 32 HERE, i dl Z ik IR A5 I
HK$
i
18 September 2003 - EFE=4EJLH +/\H 3,700,000 - - 3,700,000 0.500
19 November 2004 ~ —FZPI4F+— +JLH 3,700,000 - - 3,700,000 0.602
21 November 2005 ~ —ZFZFH4FE+—H —+—H 4,500,000 - - 4,500,000 0.700
11,900,000 - - 11,900,000
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31 Share Capital (cont'd) 31 JBeAR (#)
Outstanding
Outstanding options as at
options as at Exercised/ 31 December
1 January lapsed/ 2005
2005 cancelled ~ —EZ R
e =25 k2 Granted during the +=A Subscription
—H—H during the year == price
i AT i year JAGERTTHE i ARA T per share
Date of options granted P B HE E Z T B AN VERE/ GEEH P 3G 1 IR
HK$
ki
18 September 2003 —FE=4JLH T /\H 3,700,000 = - 3,700,000 0.500
19 November 2004 ~ —FZP4F+—H +JLH 3,700,000 - - 3,700,000 0.602
21 November 2005 ~ —FZFH4FE+—H _+—H - 4,500,000 ~ 4,500,000 0.700
7,400,000 4,500,000 — 11,900,000
Based on the binomial option pricing model, the fair value of the options Fe ZIEA BB B E R =4
granted on 18 September 2003, 19 November 2004 and 21 November JUA+ANH > —ZFEFEWNE+—H+JLHL
2005 was HK$0.248, HK$0.141 and HK$0.180 respectively. However, B EBERAEY—F —+— B R R A
since the valuation relies on subjective assumptions such as the estimated SPAEME S Bl A s W 0.248 6 - #EHE 0.141 T K
volatility of the share price, the binomial option pricing model does not W 0.180 7T o H A RX B RO e B A U R 224
necessarily provide a reliable measure of the fair value of the options. o YRR > Gl TE B E D > R IE
TR 2 AR TR AL SR v 5 (4 i TR ME AT
fEfH -
The weighted average assumptions used are as follows: I8 R T
Options granted on
21 November 19 November 18 September
2005 2004 2003
Ok B2 1y 390
ZREIAE ZRENIE ZRREUE
+—HA=4—H +—H1JH JLH+A\H
Risk free interest rate (in %) 44 L g ) 2R (9%6) 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) FEBIRE (i) 4.4 4.4 4.4
At the date before the options were granted, 17 September 2003, 18 TERERMERZ AT —H > IR =FNH L
November 2004 and 20 November 2005, the market value per share was H » =FZ4E+—H+/\H R - FERET
HK$0.500, HK$0.602 and HK$0.700 respectively. — A=+ H > b E 5 B2

0.500 JC ~ #5 % 0.602 JC &L 0.700 TC °
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31 Share Capital (cont'd)

The options granted on 18 September 2003 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.

The options granted on 19 November 2004 can be exercised in two
instalments, 50% at any time between 1 November 2006 and 30 August
2010 and 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% at any time between 1 November 2007 and 30 August
2010 and 50% at any time between 1 November 2008 and 30 August
2010.

Employee share option benefits represent the fair value at the grant date
of share options issued under the Scheme that amortised to the profit and
loss account during the year disregarding whether the options have been

vested/exercised or not.

31 A (&)

AR =S A/ H A2 2 BEIRE v] 7 /S
WIATE > BB 2 50% Al H —FFE A4 LA
—HE FFENA =+ H IR EA T > 8
TZ 50% Al ZELENFENH—HE-ZF—
ZAE )\ H =+ B LR T

A FEPAEA— A L H B 2 B RERT
FHAT > BEIRRE Y 509% ol i —FFSNET
—A—HZEZZ—FF/N\A=+H LT
il > B N2 50% il —EELET—H—H
BT )\ A =+ B AT -

R EBERAE— A A — HR 2 R n]
S FEAATOE » BEREHE Y 50% Bl —FFLE
t—A—HE -4\ =1 H ILHETT
i > B N2 50% Al —FF/NFE+—H—H
e S 2=y R ol = W i R

1 B SR 5 o AR B2 S B R B 42 s A
W2 N PEMAAE AR SR AR A (Awa%
FEFRCREC BedR AT R B
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32 Reserves 32 fif
Other A o
properties  Investment for-sale  share-based
Share luati luati i i Retained ~ Contributed
premium reserve reserve reserve reserve earnings surplus Total
sk REHE WlRREZ  RERR
Bepraett  WAVE  TAVEON WOBYEAERE WM RRRA MR Bk
HKS$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HKS$'000
EWTFr  BlTr  wWTr W% T wWTx Wk #WTe BT
At 1 January 2005 RZERRAF
—H—H
— as previously reported — R Rk 92,389 1,348 44 - — 74483 808 169,072
— effect of adopting — R R
~HKAS 17 — (FEFHERD
517 % - (1,348) - - - 2318 - 970
— HKAS 40 — (FlEFHERD
55 40 9 - - (44) - - 44 - -
— HKFRS 2 — (B )
24 - - - - 530 (530) - -
— opening adjustment —fi (FiEgEHEdD)
of HKAS 39 3982
SRR BRI R - - - - - 1388 - 1388
At 1 January 2005, as restated REERHAF
—H—H > &7 92,389 - - - 530 77,703 808 171,430
Profit attributable to shareholders R A EL 45 F - - - - - 1,624 - 1,624
Employee share-based 1R 5 E = RS )
compensation benefits ZAEF - - - - 570 - - 570
Deficit on revaluation ER ] i - - - (334) - - - (334)
At 31 December 2005 i S
+-HA=+—H 92,389 - - (34 1,100 79,327 808 173,290
Profit attributable to shareholders T SRE A i - - - - - 2,141 - 2,141
Employee share-based 1 B = B 5 )
compensation benefits ZAEF = = - - 649 - - 649
Surplus on revaluation BEALEA = = = 554 - - - 554
Reversal of surplus on revaluation TR T L B A
of impaired available-for-sale EE A ERA
financial assets to profit [ B ETE
and loss account = = = (65) = = = (65)
At 31 December 2006 RZBBAE
+ZH=+—H 92,389 - - 155 1,749 81,468 808 176,569

Annual Report 2006 4F-#

ARNHOLD HOLDINGS LIMITED % F|#EA7 BRZA 7]

103



: l " . ERY
— ""Notes to the Financial Statements Yo 5 0 R B e

32

33

] =

|

Reserves (cont’d) 32 fifl (80
The Company AR A ]
Share Retained Contributed

premium earnings surplus Total

JBE Ayt 1 PR 02 7 B BT bR B

HK$°000 HK$°000 HK$°000 HK$’000

T T oo T T
At 1 January 2005 MR_EERE—H—H 92,389 2,996 75,067 170,452
Loss for the year NAE P R = (487) = (487)
At 31 December 2005 R-ZFFHAFT_H=1+—H 92,389 2,509 75,067 169,965
Loss for the year AREFE R — (550) = (550)
At 31 December 2006 REFFAFTHA=1—H 92,389 1,959 75,067 169,415
The distributable reserves of the Company at 31 December 2006, under RZEEAREF A=+ —H > ARERE
the Companies Act 1981 of Bermuda, amounted to HK$77,026,000 A HE— LN\ AR RE R ) i fe A
(2005: HK$77,576,000). H1iE s 77,026,000 T& (ZFF AR ¢ A

77,576,000 JC) °

The contributed surplus of the Group represents the excess of the nominal ASEE 2 BB EIETE A Arnhold (B.V.L.)
value of the shares of Arnhold (B.V.I.) Limited and the nominal value of Limited 2 %53 T {8 B2 %2 F| 3% B A PR 7 2 3
the deferred shares of Arnhold Investments Limited acquired over the FE 3 T B A A R AR — UL =4+ A
nominal value of the Company’s shares issued in exchange therefore A B [ E AR T AT 2 Ry (A g #i bt iR
pursuant to the Group’s re-organisation in December 1993. fy) WH{EHZ 28 -
The contributed surplus of the Company represents the undistributed AN E L BB RARBAZEMNB AR &
excess of the net assets of the subsidiaries acquired over the nominal value FEFHE AN AR — UL = & E
of the Company’s shares issued in exchange therefore pursuant to the HABTZ M (DISCHGZE B A R B
Group’s reorganisation in December 1993. Under the Companies Act FE) WEZARDIREEG - WETRE
1981 of Bermuda, the contributed surplus is distributable. — LN RN > BB R TR o
Deferred Income Tax Liabilities 33 BB

Deferred income tax liabilities has been calculated in full on temporary
timing differences under the liability method using a principal taxation

rate of 17.5% (2005: 17.5%).

R AE FITAS 50 T B ) B MV e 0 R s e S
F17.5% (ZFZFAE 1 17.5%) VERBIFEME -
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33 BWHEMBGBAME (8)
4 R TR 1 ST

33 Deferred Income Tax Liabilities (cont’d)

The movement of the deferred income tax liabilities during the year was

as follows:
Accelerated
depreciation
allowance
By 4
S BB
HK$’000
T
At 1 January 2005 MR_FEERE—~A—H 425
Deferred income tax charged to the EAE T ASHRL B 47 A i85 RN F0ER
consolidated profit and loss account -
At 31 December 2005 R _EEHFEF_H=+—H 425
Deferred income tax charged to the IRAEFTARBL B 455 it R N HIBR
consolidated profit and loss account =
At 31 December 2006 R REANETH=1—H 425

The amounts shown in the consolidated balance sheet include the

following:

TEfR A EE ARSI S

The Group
SR
2006 2005
TRERNAE BT
HK$°000 HK$000
T T T
Deferred income tax liabilities to be settled B 12 A RERZ
after more than 12 months AL T 15H B R 425 425

The potential deferred income tax assets which have not been accounted

AR FE A S B kR A1 2 VA AR A P A B S

for in the financial statements amount to: E
The Group
AR
2006 2005
TRENAE CEREFAE
HK$°000 HK$’000
T T
Accelerated depreciation allowances TR T B AE 229 183
Other timing differences HAth k2= 8,731 10,715
8,960 10,898
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34 BARAM

34 Contingent Liabilities

(@) At 31 December 2006, there were contingent liabilities in respect (@ WMEEXFE+_HA=1+—H > ZRA
of the following: &R ¢
The Group The Company
| AR F]
2006 2005 2006 2005
TRRNAE TERERIE TRRNAE CRE R
HK$000 HK$’000 HK$°000 HK$’000
Wi T IT W0 T T
Guarantees for credit facilities granted
by a bank on behalf of subsidiaries
PB4 ] 1) SRA T4 b B s I - = 279,000 229,000
(b)  Certain subsidiaries have given undertakings to banks that they will (b) AT Rl MR ARGE & a5 =

BT T EMBIE 2 & BB - %%
$RAT LA AT T AR 2 W 1) 28 = 0
PEOLE AR eE MR o A FTNE
+oHA=+—H > BHREFELLBE
3,144,000 ¢ (“FBERAE : 4K
2,400,000 JG) °

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 2006, the amount of guarantees outstanding was

HK$3,144,000 (2005: HK$2,400,000).

35 BOARRYE

BRI R I

A AR R T JRCG0 R AL S LT &
AR BRI E o HAH 4 -
IR 2 S AT HE S R o

35 Commitments
() Commitments under operating leases (a)
The Group leases various retail outlets and offices under non-
cancellable operating lease agreements. The leases have varying terms,

escalation clauses and renewal rights.
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35 Commitments (cont’d)
(a) Commitments under operating leases (cont'd)
At 31 December 2006, the Group had future aggregate minimum

lease payments under non-cancellable operating leases as follows:

35 BARRYE (4H)
(a) BEMERTE (B
REENFEFH=1+—H » KEH
RS AT G A A 40 2 H 4% EAT B IR

THEEEWT
The Group
AL
2006 2005
ZRBNAE SRLTAE
HK$’000 HK$’000
Wl T IT
Land and buildings T KA
— Not later than one year — AN T 2,558 1,710
— Later than one year and — JASH A AR T
not later than five years 795 568
3,353 2,278

At 31 December 2006, the Group had future aggregate minimum

lease payments receivable under non-cancellable operating leases as

MEEEANETZA=Z+—H  AEH
HREE A T i K AL 40 2 F AR B B IR

follows: THEEEWT
The Group
AL
2006 2005
SRENE e =Sk
HK$’000 HK$’000
Wi T T
Land and buildings b F A
— Not later than one year — A AN i 700 474
— Later than one year and — R A AR I T
not later than five years 495 194
1,195 668

The Company leases land and buildings under various agreements
which terminate between 2007 and 2008. The agreements do not

include an extension option.

A FIARAEAN ) ol AL B - 3t AT
Wk =T B LA J T NEMEIL
% S i el 1R A S SR
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35 Commitments (cont’d) 35 SRARARYE (HH)
(b) Capital commitments (b) HEAARYE
The Group
R4

2006 2005

RN e =Sk

HK$°000 HKS$000

Wl T Wi T

Contracted but not provided for R A E R AE A
in respect of H B

— property, plant and equipment — W ~ AS 182 4,412

— investment in an associate — B A RIRE 5,484 =

5,666 4,412
At 31 December 2006, the Group had outstanding forward exchange WERNETZHA=1T—H » REH
contracts to buy EUR4,305,000 (2005: EUR4,874,000) at various FEA ] i A ] FE R B A 4,305,000 BXG
rates totaling approximately HK$43,206,000 (2005: (ZZEBTAE  4,874,0008K70) 1Y M A
HK$46,146,000); to buy JPY140,563,000 (2005: JPY46,725,000) HA% A £ 40 SR 4 22 5 5 43,206,000
at various rates totaling approximately HK$9,584,000 (2005: TC (ZERENAE : #1W% 46,146,000
HK$3,142,000); to buy GBP97,000 (2005: GBP149,000) at various Jo) 5 FEAIE] REZSHE A 140,563,000 H JT
rates totaling approximately HK$1,439,000 (2005: HK$2,207,000); (ZFEFRA ¢ 46,725,000 HIw) HHA
to buy US$8,105,000 (2005: US$1,171,000) at various rates totaling B HY 7 HH AP BE & 4 AR ZE 4 BT
approximately HK$62,607,000 (2005: HK$9,092,000). 9,584,000 76 (“EEHF : Kbk

3,142,000 JG) ; AR FEZREEA 97,000
YegE (BT ¢ 149,0009588) (1M
o 3 BA 7 1 A0 RE A AT SRR A R AT
1,439,000 & (BT : LN
2,207,000 JG)  FAS[A] BE R BEA
8,105,000 £76 (ZFZFHAF : 1,171,000
FEI0) A B AN R AR A
EUE62,607,0007C (—FEHAE : Fik
# 9,092,000 JG) °

108 ARNHOLD HOLDINGS LIMITED % F#E % A7 B /A 7] Annual Report 2006 -



Notes to the Financial Statements %53 3 Mk

36 Related Party Transactions 36 BABIEALZRY
Significant related party transactions, which were carried out in the normal DATR I8 55 A 45 18 LA B8N LA H R 2
course of the Group’s business, are as follows: T2 BRI
2006 2005
TRRNE ZERERAE
HKS$°000 HK$'000
W T T oo
Sales of goods and services G it L IR 5 6
Administration fee received from TREBRE S MO 2 AT B
the associates (note a) (fH5EQ) 1,117 420
Gross rental income received from T B 8 A RIS 2 R Bl A
the associate (note b) (B 5E D)) 181 264
Sales of goods to related party (note c) ] BN LS E R (BRE() 1,200 923
Purchases of goods and services (3= Ll e d
Professional fee paid to related party (note ¢) A TR A LEZEREF (Ks0) 142 326
Key management compensation RN B4
Salaries and other emoluments 34 M H A 4 4,717 5,009
Discretionary bonus WAL AL 639 438
Year end bonus ELAEAD 198 194
Retirement Schemes contributions BRI 359 333
Employee share-based payment benefits 1 e = R ) 2 A ) 582 482
Year-ended balance arising from 8B Ak 2 AR i
sales of goods
Receivable from related party N NSRS 611 520
Year-ended balance arising from associates W48 2 vi) it 2k Z AR 5 B ik
Receivable from the associates JRESC B85 N W iR K 6,865 63
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36 Related Party Transactions (cont’d)

(a)

A subsidiary of the Group provided management services to the
associates for which it charged an administration fee at a fixed

monthly amount.

36 BIATREAL2ZZY (#)

(a)

AR T 2 W AR R B AR S T FLI
BT > M ORE E Z AT B -

(b) During the year, the associates paid rental expenses of HK$181,000 (b) RN > BN T ST 4 2 A
(2005: HK$264,000) to the subsidiaries of the Group. 181,0000C ( “FEZHAF : KIHs%264,000
Jo) T AL g A
() Inaddition to transactions with related companies as disclosed above, (o) K bali BLA BN R 252 5 5k > ARSEHE
professional fees of HK$142,000 (2005: HK$326,000) were paid M—RZANF—ZEBITERESABA
to a firm in which a non-executive director is a partner. Besides, 2N A AT B R A 142,000 00
sales of consumer goods of HK$1,200,000 (2005: HK$923,000) (ZERHAF - ZUsH 326,000 78) 5 5
were made to a listed group of companies in which an independent A B 9 ) — T 4 D4R T B R SR A R
non-executive director is also a director of the listed group. AW 1,200,000 0 ( “FETBFHAE © A
# 923,000 7T) » AR — A B IEBAT
R ez LR E R o

AR RIS ARE AR R AR BT R 2 AR
HUE I B LHERR SRR o AL
R SRR BB AT BN R T 2 85 TR
H ' SEH R R 4 — M e SO T -

It is the intention of the directors of the Company that the Group will
continue its business relationships with related parties under similar bases
as adopted in previous years. In the opinion of the directors of the
Company, the transactions with the related companies were carried out

in the ordinary course of business on normal commercial terms.

LIRS e i
EHALR R LE=A = A BAS
B2 BB -

37 Approval of Financial Statements 37

The financial statements for the year were approved by the board of

directors on 23 March 2007.

110 ARNHOLD HOLDINGS LIMITED % F#E % A7 B /A 7] Annual Report 2006 -



