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ARNHOLD

Report Summary

Company Background

Arnhold & Co., Ltd. is a leading name in building material and engineering
equipment distribution, representing a wide range of the finest brand
names in the market since 1866. Arnhold serves an extensive network
of customers including property developers, contractors, distributors,
brand owners, utility companies and government departments in Hong
Kong, Macau, Mainland China and overseas. Our main products and
services include bathware, tiles, air purification equipment, natural stone
mosaics, composite stone bathware, maintenance and sourcing services.

Arnhold serves customers by providing the best quality goods, excellent
service and expert technical support. We have established long-term
relationships and brand loyalty with our key customers and suppliers
through commitment, service and quality. We own and operate our own
natural stone processing facility and composite marble bathware operations
on the Mainland exporting to top brands around the world as well as
servicing our own projects and a dedicated professional workforce to serve
the customers from design stage to post-installation maintenance services.

Leadership

Management shares its visions and values with employees starting from
recruitment stage and regularly through different channels such as training
programs and team building exercises. Managers and executives are
encouraged to explain our core values to customers as part of their
objectives under “Customer Services” on their balanced score card.
Arnhold support our communities and the public by participating various
schemes.

Strategy

The board of directors define the strategies in consulting with department
managers who collect market information from frontline staff, customers
and competitors. SWOP analysis is conducted to understand where we
are, where we want to be and the actions required to narrow the gap. We
also consider the impact to our stakeholders and consistency with our
core values.
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We have a comprehensive set of monthly reports to measure financial &
operational results against the budget. We update the market share report
annually to understand where we are and to refine our strategy.

Customers

After we collect and analyze the information from customers, trade show,
exhibitions and overseas suppliers. We performed SWOP analysis to
highlight areas for growth and improvement and discovered the potential
of composite stone bathtub in the market. We now manufacture world
class “moulded stone” bathware in our own factory. After investing in
talent and hardware for three years, we can now produce moulded stone
bathware using our own formulation with a proprietary recyclable material
called “MarbleForm”.

As a traditional trading company, we derive our profit from buying and
distributing products from our suppliers. To increase our profit margin,
we have designed a OEM product ranges with our own brands using
customer feedback and market trends. Products are designed to fit the
special requirements of the Hong Kong market - ultra-small residential
units. Several products became top sellers in Hong Kong and this
business unit now has the highest profit margin in our group and a sales
profit increase of 8.8% that year.

In view of this, we invested in this business model and start selling OEM
own branded products to markets around the world such as Chile,
Jamaica, Republic of Trinidad, Tobago and South America.

Measurement, Analysis, and Knowledge Management

KPIs are identified based on the experience of the Board and market
information. These include financial ratios, operational efficiency ratios,
productivity and market share reports. We use KPlIs to track the sales
performance for line departments and share such information with trend
analysis and budget vs actual variance analysis in monthly meetings.
Regular review meetings with all frontline sales staff and managers are
also arranged with the Directors to highlight areas for improvement.

We also share information through the intranet. Our staff can locate the
training menu, technical information, Operating Procedure / flow chart
with FAQ, product catalog, price book and latest project information
based on different security levels on a “need to know” basis.

Workforce

One of our core values is ‘Nurture a caring and supportive culture, so that
all staff feel valued and respected.” We endeavor to maintain a committed
workforce and did not impose any severe measures, such as pay-cuts
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or redundancy exercises during difficult time as the financial crises in
2008/09 and SARS.

We provide group medical insurance covering spouses and dependents
and group term life insurance, and absorb such steeple insurance loading
and premiums.

We grant the ‘self-insurance’ covering medical expenses ranging from
several thousand to over a hundred thousand as the last resort for
employees with serious illnesses that are not fully covered by the group
medical insurance scheme. For such special monetary benefit, there is
no need for pay back. Neither are they required to commit anything to
the company as a prerequisite. Arnhold truly cares about the well-being
of its employees.

Operations

We are using ERP system to control all-round operational functions including
product ordering, order progress, payment, stock level, delivery schedules,
order records and follow-up project status. This was modified to suit the
requirements of major customers and suppliers for reducing time, paper
and manpower in transactions processing. Data from the ERP system also
assists us to study the project flow and market trends. Progressive sales
data supports our estimation of market trends and stocking position.

We also introduced the CRM in Q2 last year to enhance database
management for business opportunities. ERP only monitors successful
transactions while CRM can provide a better picture of how we handle
customer enquiries and monitors the servicing process.

Results

Arnhold has a wide portfolio of brands for different market niches and
segments. We achieved solid results on our own-brand products in
various commercial projects with a 60% tender success rate achieved.

We also have good business referrals from key customers including
developers, contractors, distributors, wholesalers, end users, brand
owners, government and other institutions. This exemplifies key
relationships with stakeholders.

We foster a caring and supportive culture for our staff, in return, 47% of
the workforce has served our company over 10 years.

Our Company is committed to maintaining high corporate governance
standards whenever practical with reference to the Listing Rules of the
HKEX. We produce our own interim and annual reports in compliance with
the Listing Rules although we are no longer a listed company in the HKEX.
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