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CODE ON CORPORATE GOVERNANCE PRACTICES
United Metals Holdings Limited (the “Company”) has complied with
the code provisions laid down in the Code on Corporate Governance
Practices (the “CG Code”) as set out in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) throughout the year ended 31st
December, 2005 (the “Year”), except that (i) for code provision
E.1.2, the Chairman of the Audit Committee, Mr. Lee Tho Siem,
was unable to attend the Company’s annual general meeting on 8th
June, 2005 due to other commitment, and (ii) for code provision
A.4.1, in respect of service term of non-executive directors where
non-executive directors are required to be appointed for a specific
term and be subject to re-election.

Under the provision A.4.1 of the CG Code, non-executive directors
should be appointed for a specific term, subject to re-election. The
current non-executive director and independent non-executive
directors of the Company are not appointed for a specific term.
However, all non-executive directors of the Company are subject to
retirement by rotation and re-election in accordance with the
Company’s Articles of Association. As such, the Company considers
that sufficient measures have been taken to ensure that the
Company'’s corporate governance practices are no less exacting than
those in the CG Code. The Company will also amend its Articles of
Association to specify that every director shall be subject to
retirement by rotation at least once every three years in due course.

BOARD OF DIRECTORS

Members of the board of directors of the Company (the “Board”)
are collectively responsible for overseeing the business and affairs
of the Company and its subsidiaries (the “Group”) that aims to
enhancing the Company’s value for stakeholders. Roles of the Board
include reviewing and guiding corporate strategies and policies;
monitoring financial and operating performance; ensuring the
integrity of the Group’s accounting and financial reporting systems;
and setting appropriate policies in managing risks of the Group.

The Board currently comprises a total of seven members including
three executive directors, one non-executive director and three
independent non-executive directors. Members of the Board have
different professional and industry experiences and background so
as to bring in valuable contributions and advices for the development
of the Group’s business. More than one-third of the Board is
independent non-executive directors with a qualified accountant
among them.
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BOARD OF DIRECTORS (continued)

Directors have full access to accurate, relevant and timely information
of the Group through management and are able to obtain
independent professional advices on issues whenever deemed
necessary by the directors.

Board members meet regularly to discuss strategies and business
issues, including financial performance, of the Group. Starting from
2005, regular quarterly meetings have been scheduled for the Board;
and Board members can attend meetings in person or through
electronic communications means in accordance with the
Memorandum and Articles of Association of the Company.

The roles of the chairman and the chief executive officer are
segregated in order to reinforce their independence and
accountability.

CONFIRMATION OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the independent non-executive directors are independent.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in Appendix
10 to the Listing Rules. Having made specific enquiry of all the
directors, all the directors confirmed that they have complied with
the required standard set out in the Mode Code and the code of
conduct regarding securities transactions by directors adopted by
the Company.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors acknowledge their responsibility for preparing the
financial statements of the Group. With the assistance of the
accounting department, which is under the supervision of the
qualified accountant of the Company, the directors ensure that the
financial statements of the Group have been properly prepared in
accordance with statutory requirements and applicable accounting
standards. The directors also ensure that the publication of the
accounts of the Group is in a timely manner.

A report of the independent auditors on the Group’s accounts is set
out in this annual report.
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INTERNAL CONTROL AND INTERNAL AUDIT

The Board acknowledges its responsibility in maintaining sound and
effective internal control system for the Group to safeguard
investments of the shareholders and assets of the Company at all
times.

The system of internal controls aims to help achieving the Group’s
business objectives, safeguarding assets and maintaining proper
accounting records for provision of reliable financial information.
However, the design of the system is to provide reasonable, but not
absolute, assurance against material misstatement in the financial
statements or loss of assets and to manage rather than eliminate
risks of failure when business objectives are being sought.

Management has conducted regular reviews during the Year on the
effectiveness of the internal control system covering all material
controls in area of financial, operational and compliance controls,
various functions for risks management as well as physical and
information system security.

There is currently no internal audit function within the Group that is
separate and independent from the Group’s finance team. The
finance team assumes also responsibility for conducting regular
review of internal control procedures, including accounting system
and procedures. Although this arrangement can be improved,
management is not concerned with the lack of segregation of duties
having assumed the current organizational structure, lines of
responsibility and authority of the management team and the risks
associated with the operations of the Group.

AUDITORS’ REMUNERATION

The amount of audit fee for the Year was HK$673,000 (2004:
HK$491,000). The auditors did not provide any non-audit services
to the Company for the Year. The Audit Committee is of the view
that the auditors’ independence is not affected by the services
rendered.

AUDIT COMMITTEE

The Company’s Audit Committee was first established in December
2002 and its terms of reference are available on the Company’s
website.

The principal duties of the Audit Committee include reviewing the
Group’s financial reporting system, internal control procedures and
risk management and maintaining good and independent
communications with the management as well as external auditors
of the Company.
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AUDIT COMMITTEE (continued)

During the Year under review, the Audit Committee held two meetings
for which three out of four audit committee members had 100%
attended all meetings while the other one had 50% attendance.

The Group’s interim and annual report for the Year has been reviewed
by the Audit Committee.

The Audit Committee of the Company comprises three independent
non-executive directors, namely, Mr. Lee Tho Siem (Chairman of
the Audit Committee), Mr. Wang Jianguo, Dr. Loke Hoi Lam and a
non-executive director, Mr. Wong Wing Sing. Dr. Loke is a certified
public accountant.

REMUNERATION COMMITTEE

The Company’s Remuneration Committee was established in
September 2005 which comprises two independent non-executive
directors, namely, Mr. Lee Tho Siem and Mr. Wang Jianguo and
one executive director namely Mr. Kong Cheuk Luen, Trevor who
chairs the Remuneration Committee. The terms of reference of the
Remuneration Committee are available on the Company’s website.

The principal responsibilities of the Remuneration Committee include
making recommendations to the Board on the Company’s policy
and structure for the remuneration of directors and reviewing their
specific remuneration package by reference to market conditions,
performance of the Group and the individual and corporate goals
and objectives as set by the Board from time to time.

INVESTOR RELATIONS AND COMMUNICATION WITH
SHAREHOLDERS

The Company sees high quality reporting as an essential element in
building successful relationship with the Company’s shareholders.
The information provided will not only comply with the different
requirements in force but to provide additional information to
enhancing communications with shareholders and the investment
public. It is part of a continuous communication that encompasses
meetings and announcements to the market as well as periodic
written reports in the form of preliminary announcement of results
and interim and annual reports.

The Company also maintains a corporate website on which
comprehensive information of the Group are provided.
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