For the year ended 31st December, 2006

GENERAL

United Metals Holdings Limited (the "Company”) was
incorporated as an exempted company with limited liability in
the Cayman Islands under the Companies Law of the Cayman
Islands on 25th June, 2002 and its shares have been listed on
The Stock Exchange of Hong Kong Limited (the "Stock
Exchange”) since 6th January, 2003.

The addresses of the registered office and principal place of
business of the Company are disclosed in the “Corporate

Information” section to the annual report.

The consolidated financial statements are presented in Hong
Kong dollars, which is the same as the functional currency of
the Company.

The principal activities of the Company and its subsidiaries
(hereinafter collectively referred to as the “Group”] are die
casting and trading of metal products.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
In the current year, the Group has applied, for the first time, a
number of new standard, amendments and new interpretations
(the “new HKFRSs") issued by the Hong Kong Institute of
Certified Public Accountants (the "HKICPA), which are either
effective for accounting periods beginning on or after 1st
December, 2005 or 1st January, 2006. The adoption of the new
HKFRSs had no material effect on how the results for the
current or prior accounting periods have been prepared and
presented. Accordingly, no prior period adjustment has been

required.
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Notes to the Consolidated Financial Statements (cont/inued)

For the year ended 31st December, 2006

2. APPLICATION OF NEW AND REVISED HONG KONG 2.

FINANCIAL REPORTING STANDARDS (“HKFRSs”)
[continued)

The Group has not early applied the following new standards,
amendment or interpretations that have been issued but are
not yet effective. The directors of the Company anticipate that
the application of these new standards, amendment or
interpretations will have no material impact on the results and
the financial position of the Group.

HKAS 1 [Amendment] Capital Disclosures'

HKFRS 7 Financial Instruments:
Disclosures'

HKFRS 8 Operating Segments?

HK(IFRIC)-Int 7 Applying the Restatement

Approach under HKAS 29
Financial Reporting in
Hyperinflationary Economies®

HKI(IFRIC-Int 8 Scope of HKFRS 24

HKI(IFRIC)-Int 9 Reassessment of Embedded
Derivatives®

HK(IFRIC)-Int 10 Interim Financial Reporting and
Impairment®

HK(IFRIC)-Int 11 HKFRS 2 - Group and Treasury
Share Transactions’

HKI(IFRIC)-Int 12 Service Concession
Arrangements®

L Effective for annual periods beginning on or after 1st January,

2007
2 Effective for annual periods beginning on or after 1st January,
2009
g Effective for annual periods beginning on or after 1st March, 2006
i Effective for annual periods beginning on or after 1st May, 2006
5 Effective for annual periods beginning on or after 1st June, 2006
E Effective for annual periods beginning on or after 1st November,
2006
U Effective for annual periods beginning on or after 1st March, 2007
8 Effective for annual periods beginning on or after 1st January,
2008
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments,
which are measured at fair values, as explained in the

accounting policies set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange and by the Hong Kong

Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including special
purpose entities) controlled by the Company (its subsidiaries).
Control is achieved where the Company has the power to govern
the financial and operating policies of an entity so as to obtain

benefits from its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date of

disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies

into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses

are eliminated on consolidation.

Goodwill

Goodwill arising on acquisitions prior to 1st January, 2005
Goodwill arising on an acquisition of a subsidiary for which the
agreement date is before 1st January, 2005 represents the
excess of the cost of acquisition over the Group's interest in the
fair value of the identifiable assets and liabilities of the relevant

subsidiary at the date of acquisition.

For previously capitalised goodwill, the Group has discontinued
amortisation from 1st January, 2005 onwards, and such goodwill
is tested for impairment annually, and whenever there is an
indication that the cash generating unit to which the goodwill

relates may be impaired (see the accounting policy below).
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Notes to the Consolidated Financial Statements (continued)

For the year ended 3
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1st December, 2006

SIGNIFICANT ACCOUNTING POLICIES (continued)
Goodwill (continued)]

Goodwill arising on acquisitions on or after 1st January, 2005
Goodwill arising on an acquisition of a subsidiary for which the
agreement date is on or after 1st January, 2005 represents the
excess of the cost of acquisition over the Group’s interest in the
fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant subsidiary at the date of acquisition.
Such goodwill is carried at cost less any accumulated

impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is

presented separately in the consolidated balance sheet.

For the purposes of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the acquisition. A cash-
generating unit to which goodwill has been allocated is tested
for impairment annually, and whenever there is an indication
that the unit may be impaired. For goodwill arising on an
acquisition in a financial year, the cash-generating unit to which
goodwill has been allocated is tested for impairment before
the end of that financial year. When the recoverable amount of
the cash-generating unit is less than the carrying amount of
the unit, the impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and then to
the other assets of the unit pro rata on the basis of the carrying
amount of each asset in the unit. Any impairment loss for
goodwill is recognised directly in the consolidated income
statement. An impairment loss for goodwill is not reversed in

subsequent periods.
On subsequent disposal of a subsidiary, the attributable amount

of goodwill capitalised is included in the determination of the

amount of profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less subsequent accumulated

depreciation and accumulated impairment losses.

Construction in progress represents property, plant and
equipment in the course of construction for production or for
its own use purposes. Construction in progress is carried at
cost less any recognised impairment loss. Construction in
progress is classified to the appropriate category of property,
plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for their

intended use.

Depreciation is provided to write off the cost of items of property,
plant and equipment, other than construction in progress, over
their estimated useful lives and after taking into account their

estimated residual value, using the straight-line method.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying
amount of the item) is included in the consolidated income

statement in the year in which the item is derecognised.

Leasehold land and buildings under development for future
owner-occupied purpose

When the leasehold land and buildings are in the course of
development for production, rental or for administrative
purposes, the leasehold land component is classified as a
prepaid lease payment and amortised over a straight-line basis
over the lease term. During the construction period, the
amortisation charge provided for the leasehold land is included
as part of costs of buildings under construction. Buildings under
construction are carried at cost, less any identified impairment
losses. Depreciation of buildings commences when they are
available for use (i.e. when they are in the location and condition
necessary for them to be capable of operating in the manner

intended by management).
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Notes to the Consolidated Financial Statements (continued)

For the year ended 31st December, 2006
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in profit or

loss.

Financial assets

The Group’s financial assets are classified into one of the three
categories, including financial assets at fair value through profit
or loss, loans and receivables and available-for-sale financial
assets. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace. The
accounting policies adopted in respect of each category of

financial assets are set out below.

Financial assets at fair value through profit or loss

The Group's financial assets at fair value through profit or loss
consist of investments held for trading. At each balance sheet
date subsequent to initial recognition, financial assets at fair
value through profit or loss are measured at fair value, with
changes in fair value recognised directly in profit or loss in the

period in which they arise.

United Metals Holdings Limited
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued]

Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. At each balance sheet date subsequent to initial
recognition, loans and receivables (including trade and other
receivables and bank balances) are carried at amortised cost
using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in profit
or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the asset’s
carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when
an increase in the asset’s recoverable amount can be related
objectively to an event occurring after the impairment was
recognised, subject to a restriction that the carrying amount of
the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment

not been recognised.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at fair
value through profit or loss, loans and receivables on held-to-
maturity. At each balance sheet date subsequent to initial
recognition, available-for-sale financial assets are measured
at fair value. Changes in fair value are recognised in equity,
until the financial asset is disposed of or is determined to be
impaired, at which time, the cumulative gain or loss previously
recognised in equity is removed from equity and recognised in
profit or loss. Any impairment losses on available-for-sale
financial assets are recognised in profit or loss. Impairment
losses on available-for-sale equity investments will not reverse

in profit or loss in subsequent periods.
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Notes to the Consolidated Financial Statements (continued)

For the year ended 31st December, 2006
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SIGNIFICANT ACCOUNTING POLICIES (continued]
Financial instruments (continued]

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions of a

financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of its
liabilities. The accounting policies adopted in respect of financial

liabilities and equity instruments are set out below.

Financial liabilities
Financial liabilities including bank loans and trade and other
payables are subsequently measured at amortised cost, using

the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the

proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all the
risks and rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been

recognised directly in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and

payable is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventories
Inventories are stated at the lower of cost and net realisable

value. Cost is calculated using the weighted average method.

Impairment (other than goodwill)

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An

impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is

recognised as income immediately.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold in the normal course of business, net of discounts

and sales related taxes.

Sales of goods are recognised when goods are delivered and

title has passed.

Dividend income from investments is recognised when the

Group’s rights to receive payment have been established.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying

amount.
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Notes to the Consolidated Financial Statements (continued)
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation
Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income or
expense that are taxable or deductible in other years and it
further excludes income statement items that are never taxable
or deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted

by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the

accounting profit.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow

all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited to profit or loss,
except when it relates to items charged or credited directly to

equity, in which case the deferred tax is also dealt with in equity.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in its
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of
exchanges prevailing on the dates of the transactions. At each
balance sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms

of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in profit or loss in the period in which they arise, except for
exchange differences arising on a monetary item that forms
part of the Group’s net investment in a foreign operation, in
which case, such exchange differences are recognised in equity
in the consolidated financials statements. Exchange differences
arising on the retranslation of non-monetary items carried at
fair value are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary items
in respect of which gains and losses are recognised directly in
equity, in which cases, the exchange differences are also

recognised directly in equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) at the rate of exchange prevailing
at the balance sheet date, and their income and expenses are
translated at the average exchange rates for the year, unless
exchange rates fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised
as a separate component of equity (the translation reserve).
Such exchange differences are recognised in profit or loss in

the period in which the foreign operation is disposed of.
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Notes to the Consolidated Financial Statements (continued)

For the year ended 31st December, 2006
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Borrowing costs

All borrowing costs are recognised as and included in finance
costs in the consolidated income statement in the period in

which they are incurred.

Leasing

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as

operating leases.

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to enter
into an operating lease are recognised as a reduction of rental

expense over the lease term on a straight-line basis.

Government grants

Government grants are recognised as income over the periods
necessary to match them with the related costs. Grants related
to depreciable assets are presented as a deduction from the
carrying amount of the relevant asset and are released to
income over the useful lives of the assets. Grants related to
expense items are recognised in the same period as those
expenses are charged in the consolidated income statement

and are deducted in reporting the related expense.

Retirement benefit costs
Payments to retirement benefit schemes are charged as an
expense when employees have rendered service entitling them

to the contributions.

United Metals Holdings Limited
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group's major financial instruments include investments
in equity securities, trade and other receivables, trade and other
payables, bank loans and bank balances. Details of these
financial instruments are disclosed in respective notes. The
risks associated with these financial instruments and the
policies on how to mitigate these risks are set out below.
Management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective

manner.

Market risk

(il Currency risk
Certain trade and other receivables and trade and other
payables of the Group are denominated in foreign
currencies. The Group currently does not have a foreign
currency hedging policy. However, management monitors
foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need

arises.

li]  Cash flow interest rate risk
The Group’s exposure to changes in interest rates is mainly
attributable to its bank balances and bank loans. Bank
balances and bank loans at variable rates expose the
Group to cash flow interest-rate risk. Details of the Group’s
bank balances and bank loans are disclosed in notes 21
and 23.

The Group currently does not have an interest rate hedging
policy. However, management monitors interest rate
exposure and will consider hedging significant interest rate

exposure should the need arises.
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Notes to the Consolidated Financial Statements (continued)

For the year ended 31st December, 2006

50

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk

The Group’s principal financial assets include trade and other
receivables and cash and cash equivalents. The Group’s
maximum exposure to credit risk in the event of the
counterparties’ failure to perform their obligations as at 31st
December, 2006 in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in the
consolidated balance sheet. Also, the Group is subject to
concentration of credit risks as over 60% of the Group's sales
are concentrated over 10 major customers. In order to minimise
the credit risk and the concentration of credit risk, management
of the Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to recover
overdue debts. The Group only extends credit to customers
based upon careful evaluation of the customers’ financial
conditions and credit history.

In addition, the Group reviews the recoverable amount of each
individual receivable at each balance sheet date to ensure that
adequate impairment losses are recognised for irrecoverable
amounts. In this regard, the directors of the Group consider
that the Group’s exposure to bad debts and concentration risk
is minimal.

Credit risk on bank balances is limited because the
counterparties are banks with high credit-ratings assigned by
international credit-rating agencies.

In addition to the above financial instrument related risks, the
Group is also exposed to commodity price risk. The Group
sources large quantities of metal materials which include
aluminium, zinc and magnesium alloys for its manufacturing
process. The Group currently does not have a commaodity future
hedging policy. However, management monitors its commodity
price exposure and will consider hedging significant commodity
price exposure should the need arises.

FAIR VALUE

The directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost using
effective interest method in the consolidated financial
statements approximate their respective fair values.

United Metals Holdings Limited
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REVENUE AND SEGMENTAL INFORMATION

Revenue represents the amounts received and receivable for

goods sold, net of returns, to outsiders during the year.

Business segments

For management purposes, the Group's business is currently

organised into four operating divisions which are the basis on

which the Group reports its primary segment information.

Principal activities are as follows:

Aluminium parts -

Zinc parts =

Magnesium parts -

Others -

sale of aluminium die casting parts
manufactured and processed by the

Group.

sale of zinc die casting parts
manufactured and processed by the
Group and zinc die casting parts
purchased from suppliers but

processed by the Group.

sale of magnesium die casting parts
manufactured and processed by the

Group.

sale of screw machined brass parts
and other casting purchased from

suppliers but processed by the Group.
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Notes to the Consolidated Financial Statements (continued)]

FemBmEME @)
For the year ended 31st December, 2006
HE_TT A F+-A=1+—HILFE

6. REVENUE AND SEGMENTAL INFORMATION 6. W&ZKkoDHER &
[continued)]
Business segments (continued) ¥%oB (B
For the year ended 31st December, 2006 BE-ZEXRFT-HA=+—HLEE

Aluminium Magnesium

parts  Zinc parts parts Others Consolidated
SRERAE FHERAE 300 Hts =a
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
BT B¥TT BT B¥TT BT

REVENUE Wz 219,842 17,727 4,870 392 242,831
RESULTS ES
Segment results DERELE 15,548 16,784
Income from available-for-sale AEHERE

investments ZIA 30
Interest income FEMA 275
Unallocated corporate expenses APEARRAX (1,552)
Finance costs AR (1,367)
Profit before taxation EEnpal 14,170
Income tax expense FriS iR x (754)
Profit for the year FRE 13,416
BALANCE SHEET BESER
ASSETS BE
Segment assets DEEE 195,006 21,116 219,904
Available-for-sale investments AEERE (WAT:]
Unallocated corporate assets AABERAVEE 35,264
Consolidated total assets REEERE 256,606
LIABILITIES =L
Segment liabilities DEEE 26,443
Unsecured bank loans EWFIRITER 31,466
Unallocated corporate liabilities APEAREE 5,610
Consolidated total liabilities REaBERE 63,519
OTHER INFORMATION Hing
Capital additions HEINER 34,621
Depreciation e 14,547
Loss on disposal of property, HEWE BE

plant and equipment Kkt 2 BB 199
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REVENUE AND SEGMENTAL INFORMATION 6.
[continued)

Business segments [continued)

For the year ended 31st December, 2005

W K o B ER @)

EHDE (5)
BE-TPRF+-AS+—ALFE

Aluminium Magnesium
parts  Zinc parts parts Others Consolidated
SRED I B Hih RE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T BT T BT T BB

REVENUE W= 171,863 10,825 3,600 333 186,621
RESULTS E3
Segment results DEELE 10,679 705 149 4 11,537
Income from available-for-sale AEHERE

investments ZHA 30
Income from investments held FEEERE

for trading ZHA 139
Interest income FBUA 104
Unallocated corporate expenses ROBDERX (975)
Finance costs BERA (285)
Profit before taxation EzEnpal 10,550
Income tax expense FrieRim (221)
Profit for the year FRRF 10,329
BALANCE SHEET BESER
ASSETS BE
Segment assets DEEE 166,514 17,619 3,835 134 188,102
Available-for-sale investments AEHERE 1,386
Investments held for trading BIEEERE 461
Unallocated corporate assets RAOBAREE 21,715
Consolidated total assets EEERE 211,664
LIABILITIES =L
Segment liabilities DEEE 21,413 7137 - - 28,550
Unsecured bank loans EERIRITER 4,700
Unallocated corporate liabilities AOBARARE 3,060
Consolidated total liabilities EAERE 36,310
OTHER INFORMATION Htngn
Capital additions ENER 17,047 1,880 - - 18,927
Depreciation e 10,618 2,179 219 = 13,016
Loss on disposal of property, HEME BE K

plant and equipment B3Pl | 4 - - - b
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Notes to the Consolidated Financial Statements (continued)]

FemBmEME @)
For the year ended 31st December, 2006
BE_ZTF+_-_A=1+—HItFE

6. REVENUE AND SEGMENTAL INFORMATION 6. WamKko#MER @

(continued)]

Geographical segments & 2P
The following table provides an analysis of the Group's sales REBIZETISE D (TREm2 R 2 35
revenue by geographical market, irrespective of the origin of BT
the goods:
Sales revenue by
geographical market
REN S 8D HNHE RS
2006 2005
Z—EERE —ZEThEF
HK$°000 HK$'000
AT T BT T
The People’s Republic of China REAREMR([FE])

(the "PRC"), including Hong Kong BIEEHE 75,200
North America b= 44,693
Europe BN 54,684
Others Hh 12,044
The following is an analysis of the carrying amount of segment WEEMEHERID DL EEEEEARY
assets, and additions to property, plantand equipment, analysed ¥ HERREREONOT
by the geographical area in which the assets are located:

Carrying amount Additions to property,

of segment assets plant and equipment

2 EE EREE N BERRERNE
2006 2005 2006 2005
b2 TTHF el — TThHF

HK$°000 HK$'000 HK$’000 HK$'000
BETT BETT BT T BETT

Geographical region b [
The PRC # 174,380 136,955 34,546 18,732

Hong Kong BB 45,524 51,147 75 195

219,904 188,102 34,621 18,927
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OTHER INCOME 7. HfblgA
2006 2005
—EEBXRE —ZETRF
HK$’000 HK$°000
BYET T BT
Included in other income are the following: HWAERBIEUTEIE:
Dividend income from unlisted FEEMAHHERE
available-for-sale investments & BN 30
Dividend income from listed FHEBE EmIREZREMA
investments held for trading 46
Exchange gain T 3 W -
Gain on disposal of investments held HERIEEERE 2B
for trading 26
Interest income FLEWA 104
Gains on change in fair value of listed FEBEE EMIREZATE
investments held for trading Pkl 67
FINANCE COSTS 8. BEMA
2006 2005
—EERE —ETREF
HK$’000 HK$'000
BYET T BT
Interest on bank loans wholly repayable ARAFRNERER
within five years ZRITEHRFE 285
Interest on loan from a related company —EBERATERFE -
285
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Notes to the Consolidated Financial Statements (continued)]

RAMBREME (&)
For the year ended 31st December, 2006
HE_ZEF+_A=1+—HILFE
9. INCOME TAX EXPENSE 9. FIBHMAX
2006 2005
—zz,r [EEEEIEE
HK$°000 HK$'000
BYET T BT T
Current tax: ANHEATIE :
Hong Kong Profits Tax EEMEH
Current year KFEE 120
Overprovision in previous years BIEFERRERE =
120
Taxation in other jurisdictions Hih R ARERTIIA
Current year KEE 359
Qverprovision in previous years BEFEHRERE (303)
56
176
Deferred tax (note 24): RIERIE (MH5E24)
Current year REE 45
Taxation attributable to the Company RATREMEB AR
and its subsidiaries FEAERIE 221

Hong Kong Profits Tax is calculated at 17.5% of the estimated
assessable profit for the year.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the respective jurisdictions.

Pursuant to the relevant laws and regulations in the PRC,
Dongguan United Metal Products Co., Ltd. BREZEEF A& 5
BBR2A7A ("Dongguan United”), United Metal Products
(Shanghai) Co., Ltd. BHEE B Hlm( EE)IFR AR ("United
Shanghai”) and United Castings (Dongguan) Co., Ltd. R5e%}
BB MmAER AT ("United Castings”) are entitled to
exemption from the PRC enterprise income tax for two years
commencing from their first profit-making year of operation
and thereafter, they are entitled to 50% relief from PRC
enterprise income tax for the following three years. The reduced
tax rate for the relief period is 12%.
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INCOME TAX EXPENSE (continued)

Dongguan United's first profit-making year is the year of 1999.
Accordingly, tax relief expired in the year of 2003 and the tax

rate in the year of 2004 and thereafter is 24%.

Pursuant to the relevant laws and regulations in the PRC,
Dongguan United is entitled to a 50% reduction in tax rate in
the year of 2006 as over 70% of Dongguan United's turnover is
for export purpose. Accordingly, the tax rate for the year of 2006

is 12% (2005: 12%).

United Castings’ first profit-making year is the year of 2006.
Accordingly, tax relief will expire in the year of 2010 and the tax
rate thereafter is 24%. No provision for taxation has been made

for United Casting.

No provision for taxation has been made for United Shanghai
as the company had no assessable profit for the year.

The tax charge for the year can be reconciled to the profit before

taxation per the income statement as follows:

9. FiSFMAX @
RERNz BEERFER—NNANEF - Bt -
RIEEEHEN ST =FEn  —TTEFK
HEBBEA 24% -

BIEREEAEERZER - ARRSEFER
T0%Z EEBRAHD WK T FEE
WEE0%FIE « Bt - ZETRNF2HER12%
(ZZRHF 1 12%)

SREZ BEENFER_TTRE - Eit
BRERCHER _Z—ZFER  HERER
24% o W A RE=RIBIEH IR

mRRHE DENFE AL EERTUREN - BRI
ZAREHTIRESE

AN E IR S AT B YR R R PR BR AR AR M T RR

Profit before taxation

Tax at the PRC enterprise income
tax rate of 24% (2005: 24%)

Tax effect of profit not taxable for tax purpose
Tax effect of income not taxable for tax purpose
Tax effect of expenses not deductible
for tax purpose
Utilization of tax losses previously not recognised
Effect of tax exemptions granted to
the Company’s certain subsidiaries
Tax effect of tax losses not recognised
Effect of different tax rates of subsidiaries
operating in other jurisdictions
Others
Overprovision in previous years

Tax charge for the year

Jo(U N

2006 2005

—ETRE —ZETRF

HK$°000 HK$'000

BT T BT T

R AT ] 10,550
LR B EMEHE24%

(ZZEZTRF 24%)

FTE TR WA | 2,532
AR RN B2 (2,584) (2,031)
BEARTIBRAZRIETE (23) (23)
AR 2 BT E

691 501
A 2 AIARTER 2 B 5B 18 (220) -
RARETHBARERS

MIBZ 2 (561) (406)
RERRBEE 2B G E 168 40
REMENEERLE 2

MEBAR TR R & (109) (50)
HAth 3 (39)
BAFERERE (12) (303)
REEHIBLZ N 221
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Notes to the Consolidated Financial Statements (continued)]

FemBmEME @)
For the year ended 31st December, 2006
HE_ZZXF+-_A=1+—HIFE

10. PROFIT FOR THE YEAR

10. FRiaF

Profit for the year has been arrived F A5 F IR -
at after charging:
Directors’ remuneration (note 11) EEMe (M)
Other staff costs Hih 8 TR
Retirement benefit schemes contributions RKER T4
(note 31) (FF&E31)
Total staff costs B TR AE5E
Amortisation of prepaid lease payments TR TE ERIE
Less: Amount capitalised in construction B RNERZ TIREGE
in progress BERZFE
Auditors’ remuneration ZERTH &
Cost of inventories recognised as expense EER/AL 2 FERA
Depreciation LN
Exchange loss i 5 B 1A

Loss on disposal of investment held
for trading

Loss on disposal of property, plant
and equipment

Operating lease charges on land
and buildings

HEFEEEREZER

HENE BE R&f 2 BR

THEET REHEER
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2006
—FEAE
HK$'000
AT

628
202,042
14,547

18

2005
—ETRF
HK$'000
BT T

5,665
41,952

748

48,365

77

(77)

673
158,105
13,016
915

2,928



11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

The emoluments paid or payable to each of the seven (2005:

1. EEREEMS

ARABAER (CEERF LR EZKAEH

seven) directors are as follows: HEN 2SI ¢
2006 ZEEXREF
Kong Loke Yu,
Thomas Cheuk alias
Lau, Tsang Luen, Lee Wang Loke Wong
Luen-hung* ChiuWai  Trevor ThoSiem Jianguo  Hoilam Wing Sing Total
e EmE  IBE 2R IEE  MEM  EXE £
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
BRI BETr B¥Tr B%Tn B%Tr B%Tr B¥Tz B%Trn
Directors fee BShg
Other emoluments Eiiie
Salaries and other benefits HMREMET
Discretionary bonus (Note] B Tea (s
Retirement benefit scheme BINEFIE B
contributions
Total emoluments MeaE
2005
Kong Loke Yu,
Thomas Cheuk alias
Lau, Tsang Luen, Lee Wang Loke Wong
Luen-hung*  Chiu Wai Trevor  ThoSiem  Jianguo  HoiLam Wing Sing Total
g LRE  IBE TR IBRE  BER BB At
HK$'000 HK$000 HK$000 HKE000 HKSO000 HKS000 HKE000 HK$000
B&TT A%Tn A¥%Tn A¥Trn A%Trn A%t A%t A%Tn
Directors’ fee vk 50 = = 50 50 50 50 250
Other emoluments Eiiie
Salaries and other benefits HMREMET - 2,321 2,920 = = = = 5,241
Discretionary bonus (Note] BBTEAL (D) 150 - - - - - = 150
Retirement benefit scheme BINEFIET B
contributions - 12 12 - - - - 24
Total emoluments Weem 200 2333 2932 50 50 50 50 5,669

*

December, 2006.

Mr. Thomas Lau, Luen-hung ("Mr. Lau”) resigned on 15th

Note: The discretionary bonus is determined by the board of directors.

* Fmmat ((BIEENR_FTF+_A+A

BEHE -

CRIBTEAIIMEEEETE ©
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Notes to the Consolidated Financial Statements (continued)]

FemBmEME @)
For the year ended 31st December, 2006
HE_ZEF+_A=1+—HIFE

11. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 11. EERk{EEME @

(continued)]

Of the five individuals with the highest emoluments in the Group, RASENEERRFMALH - EPmRE (S
two individuals (2005: two individuals) were directors of the TERF : MB) RARAIES  REZBHEE
Company whose emoluments are included in the disclosure MREXHE  ESR=BAL(CZZRF : =8)
set out above. The emoluments of the remaining three HMEmT

individuals (2005: three individuals) were as follows:

2006 2005
—EEBXRE —ETREF
HK$’000 HK$'000
BYET T BT T
Salaries and other benefits R H b AE T 1,901
Retirement benefit schemes contributions RIKEFET B4R 12
1,913
2005
—FF0F
No. of
individuals individuals
EEAH BEAZ
Emoluments of the employees were within EEMENF TR :
the following band:

Nil to HK$1,000,000 =2 7%1,000,0007T 3
During the year, no emoluments were paid by the Group to any FA - AEBVEREAESFIAETRTMA
of the directors or the five highest paid individuals (including T (BEEERER) XNERAME - fERIMATK
directors and employees) as an inducement to join or upon SEYINARFH RS SRR E - (EME SRR

joining the Group or as compensation for loss of office. None of REAREE AR

the directors has waived any emoluments during the year.
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12. EARNINGS PER SHARE 12. BRER

The calculation of the basic earnings per share attributable to AR ERFEE ABRERZF THIRE T
the ordinary equity holders of the parent is based on the BEtE

following data:

2006 2005
—zzxs R
HK$°000 HK$ 000

BT T BT
Profit for the year F 1A 4 A 10,329
2005
—TTREF
Number of shares in issue for the purpose SATEBSRERETE
of basic earnings per share BEITRDEE 220,000,000 220,000,000
No diluted earnings per share has been presented as there AR FRIEEITEIN LB S SEN TR
were no potential dilutive ordinary shares outstanding during i MRS GRETE R
the year.
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Notes to the Consolidated Financial Statements (continued)]

For the year ended 31st December, 2006

13. PROPERTY, PLANT AND EQUIPMENT

62

13. Y% - BERRE

Leasehold Furniture,
improv-  Plantand fixtures and
ements machinery equipment Motor Construction
Buildings HEY% BE &M vehicles inprogress Total
BT %1 R#E RERRE RE  ERIE A%
HK$ 000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$ 000
BETT AT BT BBt B%Tr AT BT

COoST B
At 1st January, 2005 R-EZRF—A—H 3554 9,909 107,995 7842 1,496 - 130,796
Additions E - 222 11,390 2,311 14 4,990 18,927
Disposals HE - - (312) (73) (180) = (565)
At 31st December, 2005 RZZZRF

+=ZA=+—H 3,554 10,131 119,073 10,080 1,330 4,990 149,158
Exchange realignment B 5 59 66 229 3,092 248 26 - 3,661
Additions E - 1,290 13,587 1,483 - 18,261 34,621
Disposals HE = - (810) = = - (810)
At 31st December, 2006 RZZERE

+ZA=+—H 3,620 11,650 134,942 11,811 1,356 23,251 186,630
DEPRECIATION e
At 1st January, 2005 R-TZRF—A—H 1,410 3,862 36,251 3,987 1,126 - 46,636
Provided for the year FERE 445 1,467 9,551 1,457 96 - 13,016
Eliminated on disposals B R R - - (187) (73) (180) = (440)
At 31st December, 2005 RZZZRF

+-A=+—-H 1,855 5329 45,615 5,371 1,042 - 59,212
Exchange realignment X RE 34 121 1,185 132 20 - 1,492
Provided for the year FERE 445 1,755 10,713 1,567 67 - 14,547
Eliminated on disposals R 8 - - (553) - - = (553]
At 31st December, 2006 RZFERE

+-A=+—-H 2,334 7,205 56,960 7,070 1,129 - 74,698
CARRYING VALUE REE
At 31st December, 2006 RZFERE

+-A=+—-H 1,286 4445 77,982 4,741 227 23,251 111,932
At 31st December, 2005 RZZZRF

+-A=+—-H 1,699 4,802 73,458 4,709 288 4,990 89,946
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13.

14.

PROPERTY, PLANT AND EQUIPMENT (continued]
The above items of property, plant and equipment, other than
construction in progress, are depreciated over their estimated
useful lives and after taking into account of their estimated
residual value on a straight-line basis at the following rates
per annum:

Buildings Over the term of the lease, or 20 years,
whichever is the shorter

Leasehold Over the term of the lease, or 20 years,
improvements whichever is the shorter

Plant and machinery 9%
Furniture, fixtures 18% - 25%
and equipment

Motor vehicles 18% - 25%

PREPAID LEASE PAYMENTS

The Group’s prepaid lease payments represent payments for
medium-term land use right in the PRC.

Analysed for reporting purposes as:

13. ¥ - BMERRE @®

BRERTIZIN - WX - BFE RREER IR
A E A F R R AR RREE - B
ROEBAT SR ENE -

1EF REEFHI =T
(AR E A%E)
THEWMEEE RHEEFHE —TF
(ABRIEE %)
B K i 2s 9%

RIFL - B RERE 18%-25%

RE 18%-25%

. BAHEERE

REB 2 ANBEEFRE T B b b g
P SROR -

mEBEE
FRBEE

Current asset
Non-current asset

TERERB 2D
2006 2005
—sEAE —EEEF
HK$’000 HK$'000
BT BT
133
6,418

6,551

Note: The amount had been reduced by a government grant of
approximately HK$8,335,000 in the form of deduction of
consideration paid in respect of the land use right acquired by
the Group. Details are set out in note 32.

Prepaid lease payments are amortised over the term of the
land use right of 50 years on a straight-line basis.

The amount represents rights to the use of land (the “Land
Right") in the PRC acquired by the Group, While the Group has
paid the full purchase consideration, the relevant government
authorities have not granted formal title to the Land Right to
the Group. In the opinion of the directors, the absence of formal
title to the Land Right does not impair the value of the relevant
properties to the Group. The directors also believe that formal
title to the Land Right will be granted to the Group in due course.

Mz ZESEELEES,335000T 2 BT ABIE M
WA TRBRANE B LU 1 3 (8 R P
REPHIR o FHBEBRHEES2 ©

TBNREFIATIAB AVEIR T {5 P i 2 S 3350
FHH o

ZE RSB PR P B (s A ([ 13
#]) - BEAEEERBKRBRE - AR
BT ERPT ) AR R AN SRR ) 3 2 IE 4 o
BEERA - MARIS I s EXEETSE
FEEBBYELRBE - EFTEE - ~5E
BREE RRER T 2 EXNRHE -
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Notes to the Consolidated Financial Statements (cont/inued)

For the year ended 31st December, 2006

15. GOODWILL 15. &
HK$ 000
BEET T
COST 2%
At 1st January, 2005 RZEERF—HA—H 1,417
Eliminated of accumulated amortisation upon RN B B ISR ELER B3R R
the application of HKFRS 3 Hies Rt s (732)
At 31st December, 2006 RZZBZRF+_A=+—8H 685
AMORTISATION AND IMPAIRMENT B MR E
At 1st January, 2005 RZEERF—HA—H 732
Eliminated of accumulated amortisation upon RN B B ISR ELER B3R R
the application of HKFRS 3 gy R (732)
At 31st December, 2005 RZZZRF+—_A=+—H -
Impairment loss recognised BRI EEE 685
At 31st December, 2006 RZZBZRF+_A=+—8H 685
CARRYING VALUE REE
At 31st December, 2006 RZZBZRF+_A=+—8H -
At 31st December, 2005 R-ZZETRF+-_A=+T—H 685

64

For the purpose of impairment testing, goodwill has been
allocated to two individual cash generating units ("CGUs"), the

zinc parts and magnesium parts segments.

The recoverable amount of these units has been determined
based on a value in use calculation. The calculation uses cash
flow projections based on financial budgets prepared by
management. Since the recoverable amount is lower than the
carrying value of the goodwill, the Group recognised a full
impairment loss of HK$685,000 during the year ended 31st

December, 2006.

United Metals Holdings Limited

RETRENR  BEE I REMEBIRSE
BN (REEEBM]) - BEFHBMRERDMT

S -

WEEM 2R E SR REREEFEAE
T o KB TANERREEREMEMBEE
AEZRSREBAEL - ARAKRESBIER
BEZREE  BAKEC2BERBE_ZT
RNET-_A=t—HULFEZREBELEE
685,0007T °



16.

17.

18.

AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments comprise:

6. AIAHERE

AHHERERR

2006 2005

S LN —sEng
HK$’000 HK$°000
L BT T

Unlisted equity securities at fair value BRATHEHEZ I ETIRAFES 1,386

As at the balance sheet date, all available-for-sale investments
were stated at fair value. Fair values of those investments have
been determined by reference to the prices quoted in active
markets.

DEPOSITS PAID FOR ACQUISITION OF PROPERTY,
PLANT AND EQUIPMENT

The deposits were paid by the Group in connection with the
acquisition of property, plant and equipment for production
facilities in the PRC. Additional amounts committed are shown
as capital commitments in note 28.

EHH - AAHEERETIRATESIR -
EREZ NTEDESENERTISMRER

E °

| i

17. W% - BRERREEF 2R

AEBES N 22T ERRBLNTE 2 )E -
BB e s A VR L EE R B - BIMEIESBRERN
BYFE28 B AEIEA o

INVENTORIES 18. &
2006 2005
—EEXREF —ETRF
HK$’000 HK$'000
BEET T BT
Raw materials R+ 10,847
Work-in-progress ERm 16,049
Finished goods IR T 11,016 8,772

35,668

During the year, there was an increase in the net realisable
value of raw materials due to market shortage in raw materials.
As a result, a reversal of write-down of raw materials of
HK$284,143 (2005: HK$549,154) has been recognised and
included in cost of sales in the current year.

FA - ARTIS L2 RMEHE R - SRR
Z A EIHERM LA - Bt - BRERE B
28414370 (ZZ TR F | BE549,1547T) 2 J7M
BHEOR - 5T ARFE ZHERA °

PHERMEEERAT T G0 65
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Notes to the Consolidated Financial Statements (continued)]
FeaMBREME (2

For the year ended 31st December, 2006
TEREF+_A=1+—HBItFE

HEZ

19. TRADE AND OTHER RECEIVABLES AND 19.

PREPAYMENTS
The Group generally allows a credit period of 30 to 90 days to

its trade customers. An aged analysis of trade receivables at

the balance sheet date is as follows:

FE U 8 5 ARk I H At B W SRR A R T8
IR
AEE—RGETFEBSESI0EI0AMEE -
REH A2 BRE SERERINAT ;

2006 2005
I —=Tav
HK$'000 HK$ 000
AT AT

Trade receivables FEWE 5 8R
Not yet due i A< 51 2R 24,023
Overdue 0 to 30 days #EA0H 2308 13,111
Overdue 31 to 60 days BEA31 B E60H 6,261
Overdue 61 to 90 days #HE61 B E90R 479
Overdue 91 to 120 days BEA91HE120R 336
Overdue more than 120 days BERBIR120H 634
44,844

Other receivables H e R IE
Deposits paid BEfNETE 3,502
Others Hth 2,300
5,802
Prepayments TafRIE 226

50,872

F
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19. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (continued)
Trade receivables that are denominated in currencies other than
the functional currencies of the relevant group entities are set
out below:

19. EWE SRR R HEWREURTE
SRRIE @)
LR ME BRI AL S SN Eph S HE
JEUWE BERFNT

Euro us$

BE ESpH

‘000 ‘000

5 5

As at 31st December, 2006 RZEERF+-_A=+—H 140 4,316
As at 31st December, 2005 RZZEZRF+=-_RA=+—H 109 3,377

Other receivables that are denominated in currencies other than

the functional currencies of the relevant group entities are set

SRR EE IR AN E A A HE Y
i UK E T

out below:
us$ HK$ RMB
EYH B AR
‘000 ‘000 ‘000
+ + +
As at 31st December, 2006 RZEERF+RA=+— 215 50 13
As at 31st December, 2005 RZBETRAF+_A=+— 11 47 130
20. INVESTMENTS HELD FOR TRADING 20. HFIEEERE
Investments held for trading comprise: FEBEERERE
2006 2005
TEZRF ZTETRF
HK$°000 HK$'000
BYET T BT T
Equity securities listed in Hong Kong RES LM RARES 461

The fair values of the above investments held for trading are
determined based on the quoted market bid prices available
on the Stock Exchange.

LREHERE BRE 2 R VAR X AT R T 5

PHERMEEERAT T G0 67
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Notes to the Consolidated Financial Statements (continued)]

FemBmEME @)
For the year ended 31st December, 2006

HE_ZTF+A=+T—HIEFE

21. BANKBALANCES 21.

Bank balances carry interest at market rates which range from
0.01% to 2.5%.

Bank balances that are denominated in currencies other than
the functional currencies of the relevant group entities are set

R1TEEER

SRITHEBIEN T0.01EE2 5B SE 2 5 HES
=

AR EE RIS E NN Hh SR EZ
RITEEBIAT ¢

out below:
Euro us$ JPY HK$ RMB
BE E = it AR¥
‘000 ‘000 ‘000 ‘000 ‘000
F F F F F
As at 31st December, 2006 R_EZ E+-A=1+—H 177 2,270 54,927 519 344
As at 31st December, 2005 RZEZRE+-A=+—H 160 933 830 673 573

22. TRADE AND OTHER PAYABLES AND ACCRUALS 22.

An aged analysis of trade payables at the balance sheet date is

L B CE VT T PYY
R
REER 2 BNESRFRROTAT

as follows:

2006 2005
TEERE —TTREF
HK$’000 HK$'000
BT T BT T

Trade payables FERTE S8R
Not yet due i A 51| 2R 4,513
Overdue 0 to 30 days #E0H 2308 1,809
Overdue 31 to 60 days BHA31EZ60R 87
Overdue 61 to 90 days #1HR61 HE90H 1
Overdue 91 to 120 days BEA91HE 1201 32
Overdue more than 120 days A EAfEHA 1208 288 153

Other payables H fth FE T RRIA
Accruals FEET R 20,023 17,395
Deposits received BlkET € 3,148 6,323

23,171 23,718

30,680 30,313
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22. TRADE AND OTHER PAYABLES AND ACCRUALS  22.

[continued)]

Trade payables that are denominated in currencies other than

the functional currencies of the relevant group entities are set

out below:

BN E SRR E A EFRRIB AR E
R (@)

LR ME BRI AL S SN Eph S HE
FERTE SERZIT -

Euro us$ GBP

BZE Ep HE

‘000 ‘000 ‘000

5 5 5

As at 31st December, 2006 RZEERF+-_A=+—H 23 561 =
As at 31st December, 2005 RZZEZRF+=-_RA=+—H 12 423 2

Other payables that are denominated in currencies other than

the functional currencies of the relevant group entities are set

out below:

SRR EE IR 2 B A
M RMOET ¢

Euro Us$ GBP HK$ RMB

BE %5 54 B AR

‘000 ‘000 ‘000 ‘000 ‘000

T F T F F

As at 31st December, 2006 RIBERF+-A=t—H 110 358 3 1,230 2,899
As at 31st December, 2005 RZEZRE+_A=+—H 22 650 = 1,108 5319
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Notes to the Consolidated Financial Statements (continued)]

FemBmEME @)
For the year ended 31st December, 2006

BE

23.

70

E-EEAEI-B={—BILER
UNSECURED BANK LOANS 23. |MIKFRITER
2006 2005
TEZRF —TTREF
HK$°000 HK$'000
BYET T BT
The unsecured bank loans are repayable AR THIHEEERZ
as follows: EIEPIRITER:
Within one year —FR 2,640
More than one year, but not exceeding two years #BiB—F{ETEBBMF 2,060
More than two years, but not exceeding five years #BEMFETBBAF =
31,466 4,700
Less: Amounts due within one year and BmEBBERT—FA
shown under current liabilities IHmeR (14,000) (2,640)
Amounts due after one year —FRIANEHE 2,060
Bank loans comprise: RITERBE
Carrying amount
IREE
2005
TEZRF —TTREF
HK$°000 HK$'000
BYET T BT
Floating-rate borrowings: EEEE:
LIBOR + 0.8%!" MBERTTRIZEHF B +0.8FE =
HIBOR + 1%% BEBRITAEFE+1ED =
HIBOR + 1.5%" BERBRITRIZESRFS+1.5E0 4,700

4,700

(1) Repayable in equal monthly instalments of HK$242,678 each from
31st May, 2007 to 30th May, 2008, of 323,438 each from 31st May,
2008 to 30th May, 2009, of HK$404,297 each from 31st May, 2009
to 30th May, 2010 of HK$646,875 each from 31st May, 2010 to
30th May, 2011.

(2)  Repayable in full on 27th May, 2007.

(3)  Repayable in equal monthly instalments of HK$220,000 each
commencing 11th October, 2004.

Included in the unsecured bank loans is bank loan of
US$2,500,000 (2005: Nil) that is denominated in currencies other
the functional currencies of the relevant group entities.
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(1) ZAR-—EELFRA=+-—HEZ_ZFT)\FHA
=+ HEME ASEERBE242,6787T i AR
SENERA=t—RAE_ZETHFERA=1H
AR A S RAEEBAE323,4387T « AR _ZTZT AN
FRA=-+—HE_ZT—TFRA=-+HHHESE
B E5aEEBEL04,297T  BA-_Z—F&FAA
=—t+—REZ——SHA=+RPHEASRE
KABEE646,875TT ©

(2) ZARZZBELFRA-_TLHABE-

B AR-TTEFTA+ - RESGASHEEER
220,0007T ©

EIRIFRITE N EHE2,500,000% T (- TZFH
FE)ZIBTER - ZZREAEBEESE
IR EE N Hib B ETHE -



24. DEFERRED TAX

The following are the major deferred tax liabilities and assets

24, IEERHIE

BRI RREHAABREENRNRTR

recognised and movements thereon during the current and NEFEZZEHIT :
prior years:
Accelerated
tax
depreciation Tax losses Total
MEBIETE RBEE a3t
HK$'000 HK$'000 HK$'000
BT BT T BETT
At 1st January, 2005 R-ZEZTRFE—F—H 2,980 (2,087) 893
Charged (credited) to the income  RERUWZER NG GEA)
statement for the year (21) 66 45
At 31st December, 2005 RZTEERF+=ZA=+—H 2,959 (2,021) 938
(Credited) charged to the income ~ RFRUzER (FHA) Hkk
statement for the year (78) 123 45
At 31st December, 2006 RZBETZRF+_A=+—H 2,881 (1,898) 983

At the balance sheet date, the Group had unused tax losses of
approximately HK$11,604,000 (2005: HK$12,560,000) available

for offset against future profits. A deferred tax asset has been

recognised in respect of approximately HK$10,811,000 (2005:
HK$11,547,000) of such losses due to future taxable profits are

expected to generate based on the profit projection prepared

by the management. No deferred tax asset has been recognised
in respect of the remaining tax losses of HK$793,000 (2005:
HK$1,013,000] due to the unpredictability of future profits

streams. These unrecognised tax losses will expire in five years

from the dates they were incurred.

RERER  AEEEBRDBABBEBRLHES
11,604,0007T (ZEZR4E « ##512,560,0007T) 7]
AR SE B8R T - BRNIRRERERR 2 HT)
BRI - TEEGERE AR ERFES - BRSNS
B AEE10,811,0000 (ZEZTRHF « B
11,547,0007T) FERIEER A ZE o AR TEETRA
B#&EFHR - WA ERBR TR EIEBE
793,0007C (ZZZHF « ##1,013,0007T) #ER
BEBIBEE - RS AERBBEEERELR
HARBET AR EIH]

NEBRIEERRAR
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Notes to the Consolidated Financial Statements (cont/inued)

For the year ended 31st December, 2006

25.

26.

72

SHARE CAPITAL 25. IR
Number of
ordinary shares Amount
2006 & 2005 2006 & 2005
ZEREE x|
—EEREK —EEXRRK
—EThHEF —ETRF
HK$'000
BT T
Ordinary shares of HK$0.01 each SRREESE 0.01 T LB
Authorised: JERE
At 1st January and 31st December W—A—BEk+=-—A=+—H 1,000,000,000 10,000
Issued and fully paid: BEITRER:
At 1st January and 31st December R—A—BEk+=A=+—~ 220,000,000 2,200

RESERVES

The non-distributable reserve represents the aggregate amount
of the share premium of the subsidiaries.

The merger reserve represents the difference between the
aggregate nominal amount of the share capital of the
subsidiaries and the nominal amount of the Company’s shares
issued in exchange thereof pursuant to the group reorganisation
effected on 13th December, 2002 (the “Group Reorganisation”).

As stipulated by the relevant laws and regulations in the PRC,
subsidiaries established in the PRC (the "PRC subsidiaries”)
are required to maintain a general reserve fund which is non-
distributable. Appropriations to this reserve fund is made out
of profit for the year of the PRC subsidiaries’ PRC statutory
financial statements which are prepared in accordance with
the accounting principles generally accepted in the PRC. The
amount and allocation basis are decided by the board of
directors of the PRC subsidiaries annually and is not less than
10% of the profit for the year of the PRC subsidiaries for that
year. The general reserve fund can be used for expanding the
capital base of the PRC subsidiaries by means of capitalisation

issue.

United Metals Holdings Limited

26. %

TN IKFEEENBARORD EERER

AHRERRER TR S+ A+=RET
ZEBEEE(SEEA]) KEREARRAEE
REBEARRRIBFAEITRNEER 2 ZHE -

REBEFEBEBERRROHRE - EH BRI
BAR(hEHREAR) AR —RHEEES
MzEREES T TADIK © ZFEBES TN
B R BN RERPBEAR SRR GER S
BUEE P MmAR 2 F RN - DEHEREE D IE
ERTENBARCESTSBFETE - EZBHE
AHALRPENERBRZFEEZFREM
10% » —RFEES A ARBERENEEITEX
PRI B AR EALER



27. SHARE OPTION SCHEME

The Company’s share option scheme (the "Scheme”) was
adopted for a period of ten years commencing from 11th
December, 2002 pursuant to a written resolution of all
shareholders passed on 11th December, 2002 for the primary
purpose of providing incentives or rewards to directors and
eligible employees. Under the Scheme, the Company may grant
options to eligible employees and directors of the Company and
its subsidiaries, to subscribe for shares in the Company.
Additionally, the Company may, from time to time, grant share
options to outside eligible advisors and consultants to the
Company and its subsidiaries at the discretion of its board of

directors.

The number of shares which may be issued under the Scheme

is subject to the following limits:

(i) the maximum number of shares in respect of which
options may be granted under the Scheme and any other
share option scheme of the Company must not in
aggregate exceed 30% of the total number of issued shares

of the Company from time to time;

(i) without prior approval from the Company’s shareholders,
the total number of shares in respect of which options
may be granted under the Scheme and any other share
option scheme is not permitted to exceed 22,000,000
shares, representing 10% of the issued share capital of

the Company at 6th January, 2003; and

(i) the number of shares in respect of which options may be
granted to any individual in any one year is not permitted
to exceed 1% of the issued share capital of the Company

as at the date of such grant.

A nominal consideration of HK$1 is payable upon acceptance
of the grant of the option. The exercise price is determined by
the directors of the Company and will be at least the higher of
(i) the average of the closing prices of the ordinary shares of
the Company for the five trading days immediately preceding
the date of the grant; (i) the closing price of the ordinary shares
of the Company on the date of the grant; and (iii) the nominal

value of the ordinary shares of the Company.

27. BRERTE

BIELEREN_ZZ_F+_F+— @B
EEARABERE  ARARRME R E
g ([ZFt8)) =TT _F+_A+—RER
16 TZENEFERHEZERAERERN
S B ARRD - RIFZATE] - AR AR BRE
FTEARARREMBARSERREERES - AR
BARERND 1A - MEFEZWIFRE - A
AR AN B AR T A A R R ELHT B A AR
HNRE BEAR B B A

RIBZET I TRITZBRMEB X TIIRR -

() ZeEtEIRAR R EA BRI A aER
HEBREmS R EE LR - &HEHE
BARRE B HEITIRMAEZ30%

i) TEREBAQRREFLIDER - RIFZET
B R AT EL R AR ST B PT REH T RE AR AE
Rz Bin4egr - &7 5H838 22,000,000
iR HERZ=ZZZ=F—ABARAZ%
TTREARZ10% : B

(i) WEF—FAREREAALRDERES
RZBMOBE - TEEBAARNEL A S
BEITRAZ1% °

REME DB RERAMEE I TREANK
B TRERRRRESETE - ERIEERT
SlmE () AABEBRNBERR L BHATH
8325 B 2 FHRHE : (i) AAREBRNE L
BHERZ W& R (i) RAFIEBREE -
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Notes to the Consolidated Financial Statements (continued)]

FemBmEME @)
For the year ended 31st December, 2006
HE_ZEF+_A=1+—HIFE

27. SHARE OPTION SCHEME (continued)

Any options granted under the Scheme must be exercised
during such option period as may be determined and notified
by the directors of the Company, which shall not exceed 10 years

from the date of acceptance of the option.

No options have been granted under the Scheme since its

adoption.

28. CAPITAL COMMITMENTS

27. BRAESHE (@)

BB

28. EAKIE

2006
—EEAE
HK$’000
BT T

Capital expenditure in respect of acquisition
of property, plant and equipment

Contracted for but not provided in the
financial statements

ME AR

ERTHERRM B RERERE

Authorised but not contracted for

EHEERFTL

29. CONTINGENT LIABILITIES

A subsidiary has been named as a defendant in a District Court
action in the PRC in respect of an alleged breach of contractual
undertakings for an amount of HK$4,074,000. The subsidiary
and its legal counsel are strongly resisting this claim and,
accordingly, no provision for any potential liability has been made

in the consolidated financial statements.
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29. AREE

A -

RBZET SR 2 B RER
ERAT 2 BRERNR 176 - BRESARAGE
BB AE B0

RARBESRE

B &t B ATK - SWEARR T &R

2005
—ETRF
HK$'000
BT T

7,629

34,038

—HKMIB A B Bl 7 AR e 2 R AR AR A
BWEAN - BIEERBL074,0007T 2 & KEFE -
ZHI B R B R EOR R BRI R R
R A ERGA M ERRMEAEEARBIE



30. OPERATING LEASE COMMITMENTS

31.

At the balance sheet date, the Group had outstanding
commitments for future minimum lease payments under non-
cancellable operating leases for rented premises which fall due
as follows:

30.

EEEERE

REER - AEBERECEMET AT
HELTHE R TIFHIP N2 RERAR
RIEHERIBAENT

—FR

Within one year
In the second to fifth year inclusive

AFUE

Over five years

E_FEERF (BREEMF)

2006 2005
—EBAHF —TERF
HK$°000 HK$'000
BEFT BT
3,399

9,426

1,557 3,487

16,312

Operating lease payments represent rentals payable by the
Group for certain of its office premises and factory land and
buildings. The average lease term is 13 years. Rentals are fixed
and no arrangements have been entered into for contingent
rental payments.

RETIREMENT BENEFIT SCHEMES

Effective from 1st December, 2000, the Group has participated
in a Mandatory Provident Fund Scheme (the "MPF Scheme”)
for allits eligible employees in Hong Kong. The MPF Scheme is
registered with the Mandatory Provident Fund Scheme Authority
under the Mandatory Provident Fund Ordinance. The assets of
the MPF Scheme are held separately from those of the Group
in funds under the control of an independent trustee. Under
the rules of the MPF Scheme, the employer and its employees
are each required to make contributions to the scheme at rates
specified in the rules. The only obligation of the Group with
respect to the MPF Scheme is to make the required
contributions under the scheme. No forfeited contributions are
available to reduce the contribution payable in the future years.

The Group is also required to make contributions to state-
management retirement benefit schemes operated by the PRC
government based on a certain percentage of the monthly
payroll costs of the employees of Dongguan United, Everhope
Industrial Limited ("Everhope”) and United Castings. The Group
has no other obligations under the state-management
retirement benefit schemes in the PRC other than the
contribution payable.

31.

REHERRRAEBREE THRIEMEUR
BELREFRMNES - FHEEFHRII
F o METHEE - BEMKAES N RETZEM
E7 3

RKBERFE

FEEH_ZTETF+_A-ARREBEMRE
RERERZE-FREIEAESHE ((RES
FHEll) o A E BRI HI I ATEE 5 B R P
ERBIERESHBEEREM - wESEN
BERBUERALS - BAKENES D FHEF
B REBESHENRE - BEREEERH
AR AR E RO LL R BLAT BIE 5K - ANEEIBL
BB EEENE—BEERREBIELRE
R WELU SRR R R E A B i

Eo
N

AEEER T BB EENBEARAKSEE -
BER=E8F  EREXEARAR (BB]) KR
MBERBAFKANETEDL - EREK - K
SERFZRETENEERARSFTEELHK
S WEAEAEMYERELE -

BERMTEEBRA R 75



Notes to the Consolidated Financial Statements (continued)]

For the year ended 31st December, 2006

31.

32.

33.

76

RETIREMENT BENEFIT SCHEMES (continued) 31. ENREFE @
During the year, the total amount contributed by the Group to FA - REBEFE ERREN S SR ETEN
the relevant retirement benefit schemes are as follows: N
2006 2005
—EEREF —TTREF
HK$’000 HK$'000
BYET T BT
MPF Scheme wiEe S 193
State-management retirement benefit schemes BB RKEFHE] 555
748
GOVERNMENT GRANT 32. BFfBIE
During the year ended 31st December, 2005, the Group received BE_TTRFT-_A=T—HLFE  ~KE
a government grant of approximately HK$8,335,000 in relation ARG NE AR B2 — 18 L3 (E AR
to a piece of land use right situated in the PRC acquired by the BT i Bh & 40757%58,335,0007T © AnKTRE14FTEL -
Group during the year. The amount has been deducted from ZEAC B RNAEFEREENR - ZEXR
the carrying amount of the prepaid lease payments as set out TRRN TR BN IE 2 B AR DA TR 832 2
in note 14. The amount is transferred to income in the form of THBEERA - WBEREBHE167,0007T (=
reduced amortisation charge over the term of the prepaid lease TTRF 1 EK97,00070) s ARHRMA - 0=
payments. This policy has resulted in a credit to income in the TTRET-_HA=1+—H - B%¥8,071,0007T (=
current period of HK$167,000 (2005: HK$97,000). As at 31st TTAF : B8,238,0007T) A1 4
December, 2006, an amount of HK$8,071,000 (2005:
HK$8,238,000) remains to be amortised.
RELATED PARTY DISCLOSURES 33. FAEALTHE

(a) Related party transactions
During the year, the Group entered into a loan facility
agreement with PC-Steel Futures Co., Ltd., a company
controlled by Mr. Lau who was a director and a substantial
shareholder of the Company, his directorship was ceased
on 15th December, 2006.

The maximum loan facility amount was HK$50,000,000.
During the year, the Group drew a loan of HK$16,000,000
and paid interest of HK$521,000. The loan was unsecured,
interest bearing at HIBOR plus 1.5% per annum and fully
repaid during the year. The latest drawdown date of the
remaining loan facility amount of HK$34,000,000 is 5th
April, 2007.

United Metals Holdings Limited

(a) BEEALRZB
FR - AEEHEPC-Steel Futures Co., Ltd.
I B R E i - PC-Steel Futures Co.,
Ltd BAARIEERFZRFES - HER
ZERRFT A TRABRILEREER

o

S

EHRE 2 &= e AA%50,000,0007T °
FR - REEREVERE 16,000,000 TER
A 7 {4 7%521,0007CF 2 - BEAERAE
IR - RBBRITRZESR BN .5E 2 FF
KB - WERFREE - B ERTES
#£34,000,000 T2 B3MIRM B AR =TT+
FPARA -



33. RELATED PARTY DISCLOSURES /continued)

(b)

Compensation of key management personnel
The remuneration of directors and other members of key
management during the year was as follows:

33. FRAEALHE @
(b) FEEEEREZHE

FREEREMTIETBEEXRS ZHEM

T

2006
—EERE
HK$°000
BT T

Short-term benefits EHET
Post-employment benefits RIKIRIER

The remuneration of directors and key executives is
determined by the remuneration committee having regard
to the performance of individuals and market trends.

2005
—ETRF
HK$ 000

BT T

7,988

EERTRTHRABZHME I HFMEZESEE

BEERNRBALETISBLBRETE -

B MEEFRATE

it

A
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Notes to the Consolidated Financial Statements (cont/inued)

For the year ended 31st December, 2006

34. PARTICULARS OF THE SUBSIDIARIES OF THE 34. XA RKIB A RS
COMPANY

Particulars of the Company’s subsidiaries as at 31st December,

RIZERF+-A=+—RH  "RRKBAR

2006 are as follows:

FEIEIT

Proportion of
nominal value of
issued/registered

Place of Issued and capital held
incorporation/ fully paid share/ by the Company
establishment registered capital KARRE
and operations ERTR BRT/
Name of subsidiary ML L BB EMERAR Principal activities
HEDRERE REEmR MR EEA LA TEEK
(note i)
GED)
Dongguan United [note ii) PRC Registered capital 100% Die casting and trading
REEA (BfeEi) H HK$15,000,000 of metal products
AR A EBERHECBER
##15,000,0007T
Everhope Hong Kong Ordinary HK$2 100% Die casting and trading
E% EE TEBE 2T of metal products
BERHEESBER
United Metals Company Limited  Hong Kong Ordinary HK$1,602 100% Trading of metal
BREEBRAA EE TEBB,6027T products
HETBEM
United Metals Asset British Virgin Islands ~ Ordinary US$1 100% Investment holding
Management Co., Ltd. RBRZHS TAERIET REER
United Non-Ferrous (H.K /) Hong Kong Ordinary HK$1,602 100% Provision of
Limited BE LAk E,6027T administrative services
REITRIRT
United Non-Ferrous (Overseas)  British Virgin Islands ~ Ordinary US$17,622 100% Investment holding
Limited ("United Overseas”) ~ HBEZHS LAIRNT7 6225 TT REER
United Non-Ferrous Sdn. Bhd. Malaysia Ordinary RM2 100% Investment holding and
B RAE TEB2ST trading of metal
products
REEBRRHESE
Em

United Metals Holdings Limited



34. PARTICULARS OF THE SUBSIDIARIES OF THE 34. &AXQ T B A T 1E @)
COMPANY /(continued)

Particulars of the Company’s subsidiaries as at 31st December, RZZEZERF+TZA=+—8 KRB AA
2006 are as follows: BT

Proportion of
nominal value of
issued/registered

Place of Issued and capital held
incorporation/ fully paid share/ by the Company
establishment registered capital KARRE
and operations ERTR BRT/
Name of subsidiary ML L BB EMERAR Principal activities
MENRARE REEHR AR A EER LB TEXK
(note i)
CiE)
United Shanghai [note ii) PRC Registered capital 100% Inactive
B B8 (i) H US$12,000,000 EExi
(note i
BaliEEN
12,000,000% 7T
(Bt aiii)
United Castings (note i) PRC Registered capital 100% Die casting and trading of
RERHE (P5E) CalEl HK$8,000,000 metal products
(note i) BERFEESBEMD
Bl e
75#8,000,0007T
(Bt aiii)
Notes: 3T
(i} Otherthan United Overseas which is held directly by the Company, (il BkUnited Overseas AR R EZEF AN+ L7
all subsidiaries shown above are held indirectly by the Company. FIAMB AR B A A RRERA -
(il  Dongguan United, United Shanghai and United Castings are i) REER - BHS L8 RRERHS R B
established in the PRC as wholly foreign owned enterprises. EHERE
(i) As at 31st December, 2006, the capital of United Shanghai and i) R=FFEAFT-A=1T—H BBLERRE
United Castings were paid up as to US$3,870,000 and B8 2 BARA S 543,870,000 T RAKE
HK$7,750,000, respectively. 7,750,0007T °
liv]  None of the subsidiaries had issued any debt securities at the (v EAFEEHER  WETCAMRBELRAE TMET
end of the year. EIMETEE S ©
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