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Management Discussion and Analysis
EEERALES T

Industry Outlook

As the People’s Republic of China (the “PRC”) economy continues to
flourish, the domestic demand for high quality products will also
increase in line with the rising living standards. The economic prosperity
has attracted many well known appliance manufacturers to move into
the PRC. Under the WTO agreement, more products can be freely
imported into the PRC which also helps in technology upgrades which
is a must to upkeep for local manufacturers. Together with technology
upgrades, manufacturers must also dedicate more resources towards
building infrastructure, which is a constant ongoing process to handle
the fast growing demand in the PRC’s economy and worldwide. As
such, global demand for quality die casting parts will continue to rise
and die-casting services providers with fully vertically-integrated
production facilities will be benefited from these vast business
opportunities.

The automotive industry continues to be one of the industries which
has a high demand for many die casting parts. According to the
information provided by the PRC Automotive Association in 2005, the
PRC’s total automobiles production expects to reach 5.6 million units
this year, which is 12% up as compared to 2004 and would sustain
the growth rate for the next three years. On the whole, automotive
manufacturers demand more aluminium die casting parts to reduce
the weight of cars, reduce energy consumption and to make
environmentally friendly cars. According to the forecast by European
Aluminum Association, the amount of aluminium used in each car is
set to increase from about 100 kg in 2000 to 150 kg in 2005, which is
an opportunity for the experienced die-casters. Capturing the expanding
potentials in both local and global die casting markets, United Metals
Holdings Limited (the “Company”) and its subsidiaries (the “Group”
or “United Metals”) is well prepared to speed up its development and
fortify its business growth.

Business Review

For the six months ended 30th June, 2005, the Group achieved an
increase in turnover of 22% to reach HK$82,008,000, whereas the
profit for the period surged 10% to HK$6,040,000 as compared to the
corresponding period last year. The growth is mainly attributable to
increase in orders from existing automotive and industrial household
appliances customers. However, due to increase of manufacturing cost,
particularly the price of energy cost and metal alloys required for the
production of the Group’s various products, overall gross profit margin
was slightly decreased to 17% from 20% for the corresponding period
last year.
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Business Review (continued)

Facing the challenges brought about by growth of manufacturing cost,
the Group has adjusted the pricing strategy and, effectively minimized
the adverse impact to the operating results of the Group. Despite the
shortage of electricity supply in the PRC, the Group has purchased
additional set of generator during the period under review and now
been able to operate with its own back up supply. Production has
returned to better scheduling as compared with the first half of 2004.

Meanwhile the Group has continued to implement certain policies
including stringent cost control measures, adjustment of procurement
strategy measures and production planning methods with the aim to
lower the overall manufacturing costs, in particular to offset any negative
impact of escalating energy costs and metal alloys.

Operational Review

Through the expansion of production facilities, the adoption of new
and advanced technologies and the provision of value-added die casting
services, United Metals is fully equipped to pave the way for future
growth.

Enhanced Production Capacity

To fulfill the rising demands from global and domestic automotive and
industrial household appliances customers, the Group continued to
enhance its production capacity and improve its operational efficiency
by deploying more Computerized Numerical Control (“CNC”) machines
during the period under review. As a result, the Group has increased
15% of the production volume and indicated a utilization rate of over
90% in the first half of 2005.

In order to further expand its production capacity, the Group’s new
production plant in Shanghai International Automobile City Spare Parts
Assembly Industrial Zone (East Area) is currently undergoing
construction and expected to be completed in the second quarter of
2006. Upon the completion of the new production plant, the Group’s
production capacity will increase over 100% and deliver more
sophisticated assembled components to its customers that allow the
Group to maintain its market-leading position.
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Management Discussion and Analysis (continued)
EEEmME D (&)

Operational Review (continued)

Sales Volume of Various Metal Products

In the first half of 2005, aluminium remained the most widely applicable
metal alloy and the major income contribution for the Group,
representing 91% of the Group’s total sales volume, zinc and
magnesium parts representing 6% and 2% respectively of the Group’s
total sales volume.

Established and Expanded a Diverse Client Base

United Metals strived to offer choice and diversity for leading
manufacturers of various industrial sectors to satisfy their ever-changing
needs. For the six months ended 30th June, 2005, automotives and
related products accounted for 41%, followed by 32% from industrial
household appliances, 16% from communication and electronic
products and 11% from others.

The Group has maintained a wide range of customers spanning world
wide, of which Europe and the United States made up 28% and 26%
respectively, of the Group’s entire customer base for the six months
ended 30th June, 2005.

Additionally, the Group has maintained close relationship with
customers under the competitive environment. At present, the Group
has over 80 existing clients and 2 major income sources: die design
and production, which accounts for approximately 7% of turnover,
and production of die casting parts.

Future Strategies

Looking ahead, with the PRC’s continuing growth and robust demand,
the Group foresees to extend greater efforts towards expanding its
production capacity to fulfill the gap in demand. While strong automotive
production levels will remain as the key growth driver for the Group
and the industry, other products such as manufacturing components
and parts will be another main production focus for the Group.

In the coming quarters the Group will further work on expanding its
already vast and diverse client base through solidifying its position in
the PRC market. United Metals is well positioned to achieve equal
success in other world markets to becoming a leader in the global die
casting industry and an essential and indispensable die casting partner
both domestically and internationally.
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Human Resources Management

As at 30th June, 2005, the Group employed approximately 2,150 full-
time employees. Total staff cost incurred during the six months ended
30th June, 2005 amounted to approximately HK$21,812,000 (six
months ended 30th June, 2004: HK$20,910,000). The Group’s
remuneration package is determined with reference to the experiences
and qualifications of the individual’'s performance. The Group also
ensures that all employees are provided with adequate training and
continued professional opportunities according to their needs.

Liquidity and Financial Resources

The Group recorded a net cash outflow from operating activities
amounted to HK$7,019,000 for the six months ended 30th June, 2005.
The Group’s cash on hand and bank balances decreased from
HK$36,671,000 as at 31st December, 2004 to HK$23,492,000 as at
30th June, 2005. The decrease was mainly a result of financing the
new plant construction and expansion of production facilities.

As at 30th June, 2005, total bank borrowings were HK$7,131,000 (at
31st December, 2004: HK$9,784,000), of which HK$3,751,000 (at
31st December, 2004: HK$5,084,000) would be due within one year
and HK$3,380,000 (at 31st December, 2004: HK$4,700,000) would
be due after one year. The bank borrowings are denominated in Hong
Kong dollars and bear interest at rates calculated with reference to
Hong Kong Interbank Offered Rate (“HIBOR”) plus basis.

The Group had a net current assets of HK$91,598,000 (at 31st
December, 2004: HK$84,387,000) and a current liabilities of
HK$31,901,000 as at 30th June, 2005 (at 31st December, 2004:
HK$29,696,000). Stock turnover days increased from 70 days at 31st
December, 2004 to 93 days at 30th June, 2005, resulted from the
surge in price of metal alloys and purchase of more raw materials at
end of June 2005 to support the expected increase in production
volume in second half of 2005. Debtors’ turnover days was 75 days as
at 30th June, 2005 versus 80 days as at 31st December, 2004.

As at 30th June, 2005, the gearing ratio, in terms of total debts to total
assets, stood at 0.17 (at 31st December, 2004: 0.18).
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Management Discussion and Analysis (continued)
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Acquisitions and Disposals of Subsidiaries and
Associated Companies

There were no material acquisitions and disposals of subsidiaries and
associated companies for the six months ended 30th June, 2005.

Exposure to Foreign Exchange Risk

The Group’s income and expenditure of raw materials and
manufacturing cost are mainly denominated in USD, HKD and RMB.
Since those currencies were relatively stable during the six months
ended 30th June, 2005, the Group did not expose to significant foreign
exchange risk and no hedging arrangement had been employed. The
recent revaluation of RMB by the People’s Bank of China on 21st July,
2005 has resulted in RMB appreciating against USD by approximately
2% and hence slightly affects the operating costs of the Group. The
directors will continue to monitor the foreign exchange exposure and
will take prudence measures to minimize the currency translation risk.

Capital Structure
There has been no significant change in the capital structure of the
Group since 31st December, 2004.

Charge on Assets
There was no charge on the Group’s assets during the six months
ended 30th June, 2005 (at 31st December, 2004: Nil).

Contingent Liabilities

The Company has given guarantees to a bank in respect of general
facilities granted to its subsidiaries. The extent of such facilities utilized
by the subsidiaries at 30th June, 2005 amounted to approximately
HK$7,131,000 (at 31st December, 2004: HK$9,784,000).
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Supplementary Information

Directors’ and Chief Executives’ Interests in Shares EEZER T ETHAERKRM KRB
and Underlying Shares B 1Dz fE s

As at 30th June, 2005, the interests of the directors and the chief R-ZEZERF A=TH ZEBFNETBTHRAB
executives and their associates in the shares, underlying shares and  REEBMEATHNAR T RERESEZE (TER
debentures of the Company and its associated corporations (within  #FH REAE &H] ([EH RSN ) EXVED)
the meaning of Part XV of the Securities and Futures Ordinance (the 2 MEEARGD RESS BEAQARREZS R
“SFQO")), as recorded in the register maintained by the Company HIS&HIE3S2IEMEFE 2 B LMATesk 2 1
pursuant to Section 352 of the SFO, or as otherwise notified to the  #% SiRE LT AT EFEITESI HNIZESTH|
Company and The Stock Exchange of Hong Kong Limited (the “Stock EBEMEARARREBHAZZHAERAR ([BER
Exchange”) pursuant to the Model Code for Securities Transactions by A7) #y#Ez5a0~ :

Directors of Listed Companies, were as follows:

Long Positions HE
Ordinary shares of HK$0.01 each of the Company KL EIZAREEE0.01 T2 ZiBk
Percentage
Number of of the issued
issued ordinary share capital of
shares held the Company
Name of director Capacity 8T HELTERT
EEnA 55 ZRRYE RAEABFSEE
Thomas Lau, Luen-hung Held by controlled corporation (Note i) 69,468,000 31.58%
212595 AXEHARRE (1t
Tsang Chiu Wai Held by controlled corporation (Note ii) 62,292,000 28.31%
BAREE BRZESI R TRE (Wati)
Kong Cheuk Luen, Trevor Held by controlled corporation (Note iii) 31,716,000 14.42%
LB BREESI R ERE (M)
163,476,000 74.31%

NBEEMEBMERAA —_TTRFHHRS
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Supplementary Information (continued)
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Directors’ and Chief Executives’ Interests in Shares
and Underlying Shares (continued)

Long Positions (continued)

Notes:

(i) These securities are registered in the name of and beneficially owned by
Shine Top Limited, a company incorporated in the British Virgin Islands.
The entire issued share capital of Shine Top Limited is beneficially owned
by Mr. Thomas Lau, Luen-hung. Accordingly, Mr. Thomas Lau, Luen-
hung is deemed to be interested in 69,468,000 shares held by Shine
Top Limited under the SFO.

(i) These securities are registered in the name of and beneficially owned by
Standard Beyond Limited, a company incorporated in the British Virgin
Islands. The entire issued share capital of Standard Beyond Limited is
beneficially owned by Mr. Tsang Chiu Wai. Accordingly, Mr. Tsang Chiu
Wai is deemed to be interested in 62,292,000 shares held by Standard
Beyond Limited under the SFO.

(i) These securities are registered in the name of and beneficially owned by
Absolute Above Limited, a company incorporated in the British Virgin
Islands. The entire issued share capital of Absolute Above Limited is
beneficially owned by Mr. Kong Cheuk Luen, Trevor. Accordingly, Mr.
Kong Cheuk Luen, Trevor is deemed to be interested in 31,716,000
shares held by Absolute Above Limited under the SFO.

Other than as disclosed above, none of the directors, chief executives,
nor their associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its associated
corporations as at 30th June, 2005.

Directors’ and Chief Executives’ Rights to Acquire
Shares or Debentures

At no time during the period was the Company or any of its subsidiaries
a party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate, and neither the directors
nor the chief executives, nor any of their spouses or children under
the age of 18, had any right to subscribe for the securities of the
Company, or had exercised any such right.

Substantial Shareholders

Other than as disclosed under the section headed “Directors’ and Chief
Executives’ Interests in Shares and Underlying Shares”, the register of
substantial shareholders maintained by the Company pursuant to
Section 336 of the SFO discloses no person as having a notifiable
interest or short position in the issued share capital of the Company as
at 30th June, 2005.
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Share Options

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. Particulars of the Scheme have been summarized in the 2004
Annual Report of the Company.

Up to the date of approval of this interim report, no options have been
granted under the Scheme.

Interim Dividend

The Board of Directors of the Company (the “Board”) does not
recommend the payment of an interim dividend for the six months
ended 30th June, 2005 (six months ended 30th June, 2004: Nil).

Purchase, Sale or Redemption of the Company’s
Listed Securities

During the six months ended 30th June, 2005, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities.

Code of Corporate Governance Practices

In the opinion of the Board, the Company has complied with the Code
Provisions in Code of Corporate Governance Practices (the “Code”) as
set out in Appendix 14 of the Rules Governing the Listing of Securities
on the Stock Exchange (“the Listing Rules”) during the six months
ended 30th June, 2005 except that all of the non-executive director
and independent non-executive directors were not appointed for a
specific term but 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 Code.
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Supplementary Information (continued)
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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 Appendix 10 Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) of 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 Model Code and the code of conduct regarding securities
transactions by directors adopted by the Company.

Audit Committee

An audit committee has been established by the Company for the
purpose of reviewing and providing supervision on the financial reporting
process and internal control of the Group. The audit committee
comprises three independent non-executive directors and one non-
executive director. The present members are Messrs. Lee Tho Siem,
Wang Jianguo, Loke Yu alias Loke Hoi Lam and Wong Wing Sing. The
Group’s interim reports for the six months ended 30th June, 2005 as
well as the accounting principles and practices have been reviewed by
the audit committee.

Remuneration Committee

In accordance with the requirements of the Code, a remuneration
committee has been established by the Company to consider the
remuneration of the directors of the Company. The remuneration
committee 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. Mr. Kong Cheuk Luen, Trevor is
the chairman of the remuneration committee.

Appreciation

The Board would like to take this opportunity to thank our shareholders,
the management and our staff members for their dedication and
support.

On behalf of the Board
Thomas Lau, Luen-hung
Chairman

Hong Kong, 16th September, 2005
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Results

The Board is pleased to announce the unaudited condensed
consolidated results of the Group for the six months ended 30th June,
2005, together with the comparative figures for the previous period, as
follows:

Condensed Consolidated Income Statement
For the six months ended 30th June, 2005

BEERMASMAEERE—"ZTHFA=1H
IEARE AR EEZERGA XA ERAHLER
BRI T

RS WE R

Bz —EFERFNNA=1HIUNEA

Six months ended 30th June,
BZEAA=1tHIEAREA

2005 2004

—E2EREF ZETF

HK$’000 HK$'000

BETFT BT

Notes (unaudited) (unaudited)

HfaE (FRAEEZ) (R#E&F%)

Turnover EERE 3 82,008 67,327
Cost of sales SHERA (68,158) (53,627)
Gross profit EA 13,850 13,700
Other operating income H AL A 314 239
Selling and distribution expenses HERDHAE (2,636) (2,209)
Administrative expenses THFAX (5,053) (5,765)
Other operating expenses HAib & &R (162) (215)
Profit from operations R 4 6,313 5,750
Finance cost BE KA 5 (130) (92)
Profit before taxation FrEE R A 6,183 5,658
Taxation Bi1E 6 (143) (174)
Profit for the period BB A 6,040 5,484
Interim dividend HHARR B, 7 - -
Earnings per share — basic (HK cents) &% ZF| — A& G&{L) 8 2.75 2.49
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Results (continued)
ES 00,

Condensed Consolidated Balance Sheet

At 30th June, 2005

ERGEEEERER

R-BERFH=1H

At At
30th June, 31st December,
2005 2004
R-ZBZRF R_ZZPF
ANA=+H +=A=+—H
HK$'000 HK$’000
BEFT BT T
Notes (unaudited) (audited)
KtaE (RABHF ) (i)
Non-current assets kRBEE
Property, plant and equipment I EN GG 9 81,296 84,160
Goodwill GEES 685 685
Investments in securities FHIEE - 1,449
Available-for-sale investments A ERE 1,401 =
83,382 86,294
Current assets RENEE
Inventories FE 41,740 29,834
Trade and other receivables EWE SRR EMERKRE 10 56,216 45 349
Investments in securities BHEE - 1,876
Investments at fair value BAFEHER R AR
through profit or loss EEZRE 1,805 -
Taxation recoverable AT EI IR 246 353
Bank balances and cash WITHEBR RIS 23,492 36,671
123,499 114,083
Current liabilities RENBE
Trade and other payables ENESERERREMENFKIE 11 25,998 22,869
Taxation payable e FEIE 2,152 1,743
Bank loans — due within one year RITER— —FAEIH 3,751 5,084
31,901 29,696
Net current assets RBEEFRE 91,598 84,387
Total assets less current liabilities HEERTBARE 174,980 170,681

14
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Condensed Consolidated Balance Sheet (continued)

At 30th June, 2005

RGREEERER @

g

R-BERFH=1H

At At
30th June, 31st December,
2005 2004
R-ZBZRF R_ZZPF
ANA=+H +=A=+—H
HK$’000 HK$'000
BEFT BT T
Notes (unaudited) (audited)
KtaE (CRA&E#%) (i)

Non-current liabilities kRBAE
Bank loans — due after one year IRITER— —F12 55 3,380 4,700
Deferred tax liabilities BIEIEAE 12 520 893
3,900 5,593
171,080 165,088

Capital and reserves BRAR#E
Share capital %N 13 2,200 2,200
Reserves e 168,880 162,888
171,080 165,088
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Results (continued)

% %ﬁ (&)

Condensed Consolidated Statement of Changes in

BEEESEY: 53 -3 B

Equity
For the six months ended 30th June, 2005 HE—FZERFNA=1HILAEA
Investments Non- General
Share Share  revaluation distributable Merger reserve Accumulated
capital premium reserve reserve reserve fund profits Total
REE Faft —R&
ke BEER fikfE  DREE  AHRG FEE  RER aft
HK$'000  HK$000  HK$000  HK$'000  HK$000  HK$000  HK$000  HK$000
BEFr  BETr  BNFr A¥Fr B¥Tr BETr BETn BEro
(Note 13)
(Fizt13)
At Ist January, 2004 RZZTME
—R-H 2,200 39,352 66 16,584 127 5,637 97,225 161,191
Loss on available-for-sale A LERE ZEE
investments - = (186) - = = - (186)
Dividends paid RS - - - - - - (4,400) (4,400)
Profit for the period iyl = - - - - - b,484 5,484
At 30th June, 2004 RZZTNF
~A=TH 2,200 39,352 (120) 16,584 127 5,637 98,309 162,089
Gain on available-forsale  AIEHERE 2 E
investments - - 135 - - - - 135
Transfer to profit or loss HERAHLE
on disposal of REREEZR
available-for-sale WasERE
investments - - (66) - = = - (66)
Transfer g% - - - - - 208 (208) =
Profit for the period iyl = - - - - - 2,930 2,930
At 31st December, 2004 ~ R=ZTEMF
+=A=1-H 2,200 39,352 (61) 16,584 127 5,845 101,031 165,088
Loss on available-for-sale A LERE ZEE
investments - - (48) - = = - (48)
Profit for the period iyl = - - - - - 6,040 6,040
At 30th June, 2005 RZEZRE
~A=1H 2,200 39,352 (99) 16,584 127 5,845 107,071 171,080
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Condensed Consolidated Cash Flow Statement
For the six months ended 30th June, 2005

FARERERER

BE_ZERFNHA=1HIEA

Six months ended 30th June,
BZAAB=1HILA<EA

2005 2004
—E2EREF ZETPF
HK$'000 HK$’000
BETFT ABETT
(unaudited) (unaudited)
(RAEFR) CR#E&EE)
Net cash used in operating activities MREKLEEKNESFE (7,019) (1,902)
Net cash used in investing activities BERETEBNESFHE (3,377) (16,388)
Net cash used in financing activities MAERETENESFE (2,783) (5,603)
Net decrease in cash and REeRBRSEENRDFE
cash equivalents (13,179) (23,893)
Cash and cash equivalents HUZRERELEEY
at beginning of the period 36,671 62,124
Cash and cash equivalents HARZHASRELEEY
at end of the period 23,492 38,231
Analysis of the balances of cash REeRBRLEEYZ
and cash equivalents HEERD AT
Bank balances and cash WITEBRER S 23,492 38,231
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Results (continued)

Notes to the Condensed Consolidated Financial
Statements

1. Basis of Preparation
The unaudited condensed consolidated financial statements have
been prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Listing Rules on the Stock
Exchange and with Hong Kong Accounting Standard (the
“HKAS") 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA").

2. Principal Accounting Policies
The unaudited condensed consolidated financial statements have
been prepared on the historical cost basis except for certain
financial instruments, which are measured at fair values or
revalued amounts, as appropriate.

The accounting policies used in the unaudited condensed
consolidated financial statements are consistent with those
followed in the preparation of the Group’s annual financial
statements for the year ended 31st December, 2004 except as
described below.

In the current period, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
(“HKFRSs”), HKASs and Interpretations (hereinafter collectively
referred to as “new HKFRSs”) issued by the HKICPA that are
effective for accounting periods beginning on or after 1st January,
2005. The application of the new HKFRSs has resulted in a
change in the presentation of the income statement, balance
sheet and the statement of changes in equity. The adoption of
the new HKFRSs has resulted in changes to the Group’s
accounting policies in the following areas that have an effect on
how the results for the current or prior accounting periods are
prepared and presented:

Business Combinations

In the current period, the Group has applied HKFRS 3, “Business
Combinations”, which is effective for business combinations for
which the agreement date is on or after 1st January, 2005. The
principal effect of the application of HKFRS 3 to the Group is

18

summarized below.
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Principal Accounting Policies (continued)

Business Combinations (continued)

Goodwill

In previous periods, goodwill arising on acquisitions was
capitalized and amortized over its estimated useful life. The Group
has applied the relevant transitional provisions in HKFRS 3. With
respect to goodwill previously capitalized on the balance sheet,
the Group has discontinued amortizing such goodwill from 1st
January, 2005 onwards and goodwill will be tested for impairment
at least annually. Goodwill arising on acquisitions after 1st
January, 2005 is measured at cost less accumulated impairment
losses (if any) after initial recognition. As a result of this change
in accounting policy, the carrying amount of accumulated goodwill
amortization of approximately HK$732,000 has been eliminated
against the carrying amount of goodwill as at 1st January, 2005.
No amortization of goodwill has been charged in the current
period and the Group’s profit for the six months ended 30th June,
2005 has been increased by HK$142,000 accordingly.
Comparative figures for 2004 have not been restated.

Financial Instruments

In the current period, the Group has applied HKAS 39 “Financial
Instruments: Recognition and Measurement”. HKAS 39, which
is effective for annual periods beginning on or after 1st January,
2005, generally does not permit to recognize, derecognize or
measure financial assets and liabilities on a retrospective basis.
The principal effect resulting from the implementation of HKAS
39 is summarized below.

Classification and measurement of financial assets and financial
liabilities

The Group has applied the relevant transitional provisions in
HKAS 39 with respect to classification and measurement of
financial assets and financial liabilities that are within the scope
of HKAS 39.
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Results (continued)
¥iE @)

2. Principal Accounting Policies (continued)
Financial Instruments (continued)
Classification and measurement of financial assets and financial
liabilities (continued)
By 31st December, 2004, the Group classified and measured its
debt and equity securities in accordance with the alternative
treatment of Statement of Standard Accounting Practice 24
“Accounting for Investments in Securities” (“SSAP 24”). Under
SSAP 24, investments in debt or equity securities are classified
non-trading securities” or “held-to-
maturity investments” as appropriate. Both “trading securities”

nou

as “trading securities”,

and “non-trading securities” are measured at fair value.
Unrealized gains or losses of “trading securities” are reported in
the profit or loss for the period in which gains or losses arise.
Unrealized gains or losses of “non-trading securities” are reported
in equity until the securities are sold or determined to be impaired,
at which time the cumulative gain or loss previously recognized
in equity is included in the net profit or loss for that period. From
1st January, 2005 onwards, the Group classifies and measures
its debt and equity securities in accordance with HKAS 39. Under
HKAS 39, financial assets are classified as “financial assets at

noou

fair value through profit or loss”, “available-for-sale financial

assets”, “loans and receivables”, or “held-to-maturity financial

noou

assets”. “Financial assets at fair value through profit or loss”
and “available-for-sale financial assets” are carried at fair value,
with changes in fair values recognized in profit or loss and equity
respectively. “Loans and receivables” and “held-to-maturity
financial assets” are measured at amortized cost using the

effective interest method.

On 1st January, 2005, the Group classified and measured its
debt and equity securities in accordance with the requirements
of HKAS 39. Upon adoption of the HKAS 39, for “non-trading
securities” reported under SSAP 24 with the carrying amount of
HK$1,449,000 at 1st January, 2005 have been classified as
“available-for-sale financial assets”, the cumulative unrealized
gains or losses previously reported in equity at 1st January, 2005
continues to be held in equity. On subsequent disposal of the
investment, the unrealized gain or loss remaining in equity will
be transferred to the profit or loss. For “trading securities”
reported under SSAP 24 with the carrying amount of
HK$1,876,000 at 1st January, 2005 have been classified as
“financial assets at fair value through profit or loss”. Accordingly,

20

no adjustment to accumulated profit at 1st January, 2005 has

been required.
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Principal Accounting Policies (continued)

Potential Impact of New Standards not yet Adopted

The Group has not early applied the following new Standards or
Interpretations that have been issued but are not yet effective.
The directors anticipate that the application of these Standards
or Interpretations will have no material impact on the financial

statements of the Group.

HKAS 19 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKFRS 6

HKFRS-Int 4

HKFRS-Int 5

Actuarial Gains and Losses, Group
Plans and Disclosures

Cash Flow Hedge Accounting for

Forecast Intragroup Transactions

The Fair Value Option

Exploration for and Evaluation of

Mineral Resources

Determining whether an
Arrangement contains a Lease

Rights to Interests arising from
Decommissioning, Restoration and
Environmental Rehabilitation Funds
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Results (continued)

22

Turnover and Segmental Information
Turnover represents the gross amount received and receivable

for goods sold, net of returns, to outsiders during the period.

Business Segments

For management purposes, the Group’s business is currently

organized 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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3. Turnover and Segmental Information continvesy 3. EHEER D EER @
Business Segments (continued) EHBSE (E)

Turnover Segment results
Six months ended 30th June,  Six months ended 30th June,
2] D ERELE
BERA=THLAEA BEARA=THLAEA
2005 2004 2005 2004
“ETRE _—_TTMF  ZBTEF _—TTNF
HK$’000 HK$'000 HK$’000 HK$'000
BT T BEFT BT T BEFT
(unaudited)  (unaudited) (unaudited)  (unaudited)
(RiEER) (REFR) (REER) (REFR)

Aluminium parts Frapias 74,905 60,468 6,092 5,487
Zinc parts BRI 5,156 4,634 435 477
Magnesium parts P 1,872 1,939 88 195
Others Hitb 75 286 4 7
82,008 67,327 6,619 6,166

(Expenses)/Income from BEAFESIRREA

investments at fair value mAEERE
through profit or loss (FX) /A (27) 66
Interest income FBMA 37 25
Unallocated corporate expenses K7 Fi A &IFIX (316) (507)
Profit from operations iyl 6,313 5,750
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Results (continued)
E4-JE-))

3. Turnover and Segmental Information (continves) 3.

ERBRTAER @

(42)

Geographical Segments B 557 56
The following table provides an analysis of the Group’s turnover TREGRARE B R T5 5 Hr SR
and results by geographical markets: EBAHT:
Turnover Segment results
Six months ended 30th June,  Six months ended 30th June,
2] DIEE
BERNA=THLEAEA BEANA=THLAER
2005 2004 2005 2004
—ZERF _—TTWE ZBBRFE _"TTOF
HK$'000 HK$°000 HK$'000 HK$'000
BEFT BT BYETTT BT
(unaudited) ~ (unaudited) ~ (unaudited)  (unaudited)
(REER) (KigcEFrR) GREE®R) (REFER)
The PRC, including Hong Kong HEl- BIEES 33,920 33,638 2,851 3,093
North America JEEM 21,180 18,030 1,614 1,622
Europe BUM 22,715 11,808 1,851 1,085
Others Hitb 4,193 3,851 303 366
82,008 67,327 6,619 6,166
(Expenses)/Income from BEAFEIIRREA
investments at fair value B EE R E
through profit or loss (FAx) A (27) 66
Interest income FEMA 37 25
Unallocated corporate expenses K7 Fi A &IFIX (316) (507)
Profit from operations e Al 6,313 5,750
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4. Profit from Operations

4., RBEEN

Six months ended 30th June,
BZX<A=1+HILAHEA

2005 2004
—EERF —EETF
HK$'000 HK$'000
BEF T BT
(unaudited) (unaudited)
(CRABE %) (Raxz1z)
Profit from operations has been arrived A R R A HIBR -
at after charging:
Depreciation e 6,323 5,085
Loss on investments at fair value through ~ 1&AF(EFIBE &5t A% #
profit or loss BRI E EE 71 43
and after crediting: RAEET A
Dividend income from investments at BAFETRRET AR
fair value through profit or loss R 2 IR E MR BIMA 44 25
Gain on disposal of available-for-sale & A SR A R
investments - 84
Interest income ) BUA 37 25

5. Finance Cost

Al E AN
Six months ended 30th June,
BZX<A=1+HILAHEA

2005 2004

—EZhHEF —TTPE
HK$’000 HK$'000

BT T BMEFT

(unaudited) (unaudited)

(CRAZ#F %) (RACEZ)

Interest on bank loans repayable within ARRAFANEEZRIT

five years E5H & 130 92
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Results (continued)
ES 00,

26

6. Taxation

6.

Bi1E
Six months ended 30th June,
BZX<A=1+HILAHEA

2005 2004

—EZhHEF —ZTTF

HK$’000 HK$'000

BT T BEFT

(unaudited) (unaudited)

(CRAZ#F %) (RAC &)

Current tax: N EAFRIE :

Hong Kong BB 107 144
Other jurisdictions E A REMER 409 322
Deferred tax (Note 12) EERTIE (MfaE12) (373) (292)
143 174

Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%) of
the estimated assessable profit for the six months ended 30th
June, 2005.

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. RZ=EF| A4 %53
ABREA7] (“Dongguan United”), United Metal Products
(Shanghai) Co., Ltd. BE&BHH(EE)BR AT (“United
Shanghai”) and United Castings (Dongguan) Co., Ltd. Rz
B HImAR AR (“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 the PRC enterprise income
tax for the following three years. The reduced tax rate for the
relief period is 12%.

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 thereafter is 24%.

No provision for taxation has been made for United Shanghai
and United Castings as these two companies had no assessable
profit for the six months ended 30th June, 2005.
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Taxation (continued)

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

realized.

Interim Dividend

The Board does not recommend the payment of an interim
dividend for the six months ended 30th June, 2005 (six months

ended 30th June, 2004: Nil).

Earnings per Share

The calculation of the basic earnings per share for the period is

based on the following data:

6. HE@®
EIERAIRTEE M B R S A A
MBI T R E -

1. FHIRE
EERTEANME_SRRESA=1A
IEATEARET RS (BE - FTFN
A=+BIAEA ) -

8. BREF
BRSNS RER R TYRE THIRE
S

Six months ended 30th June,
BZX<A=1+HILXHEA

2005 2004
—EERF ZETNF
HK$’000 HK$'000
BT T BEFT
(unaudited) (unaudited)
(R#&EF#%) (RACEZ)
Earnings for the purpose of basic earnings T EBIREKRZEFHEF
per share 6,040 5,484
Weighted average number of ordinary shares &t& & EAZF|HANkE
for the purpose of basic earnings per share ¥ E@BATER 220,000,000 220,000,000

No diluted earnings per share has been presented for the six
months ended 30th June, 2004 and 2005 as there were no
potential dilutive ordinary shares in existence for the periods.

Additions to Property, Plant and Equipment 9.
During the six months ended 30th June, 2005, the Group spent
approximately HK$3,330,000 (six months ended 30th June,
2004: HK$13,505,000) on additions to manufacturing plant and
equipment in the PRC, in order to upgrade its manufacturing

capabilities.

HREE—TTNFR_FTRFA=T
B LE7ME A B A 3 S8 S RUE A
il S Wb LA =T e
o

W= BERRERE
KHE-BERFXA=+HAILAER &
B FI49/813,330, 0007 (BE=TTM
FRA=THIENER ##13,505,0007T)
FEREEE 2 EERERRE AR
£33
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Results (continued)

10. Trade and Other Receivabhles

The Group generally allows a credit period of 30 to 90 days to its
trade customers. An aged analysis of trade receivables at the

10. BEWE SRR

H AR FRE

REE—RETEESEFPI0E0RMIE
S8 E BB E SRR IRER DT

balance sheet date is as follows: (NS

At At
30th June, 31st December,
2005 2004
R-ZEZHF N ET P4
~NH=+H +=—A=+—H
HK$’000 HK$'000
BYTFT BT
(unaudited) (audited)
(REEE%) (FEz1%)

Trade receivables: FEWE SRR
Not yet due 1] 7 481 5 20,895 18,125
Overdue O to 30 days BHEIOH =30H 10,387 11,301
Overdue 31 to 60 days wWHI31 A E60H 1,594 2,977
Overdue 61 to 90 days #HI61 H Z=90H 590 630
Overdue 91 to 120 days #HI91 B =120H 246 342
Overdue more than 120 days wHRB120H 149 367
33,861 33,742

Other receivables: H e kI -
Deposits paid Btk 20,937 10,043
Prepayments TEfT 759 262
Others =i 659 1,302
22,355 11,607
56,216 45,349
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11. Trade and Other Payables

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

as follows:

11. ERNEZRAREMBENFIE

NEEREMNEZRFEORR DT :

At At
30th June, 31st December,
2005 2004
R-ZBZTHF RZZZTF
AA=+H +ZH=+—H
HK$°000 HK$’000
BT T BEFT
(unaudited) (audited)
(RAZE#%) (A& &%)

Trade payables: JEE SRR
Not yet due 1 7K 180 27 6,931 5,092
Overdue O to 30 days BHEIOH =30H 1,145 1,397
Overdue 31 to 60 days #HA31 H Z=60H 44 13
Overdue 61 to 90 days #HA61 B =90 H 123 =
Overdue 91 to 120 days BHI91 B Z=120H 39 -
Overdue more than 120 days B HBAER B 120 B - 17
8,282 6,519

Other payables: H{th eI /I8 :
Accruals FERHRFR 13,138 13,218
Deposits received BlEE 4,578 3,132
17,716 16,350
25,998 22,869
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Results (continued)
¥iE @)

12. Deferred Taxation

The following are the major deferred tax liabilities and assets
recognized and movements thereon during the current and prior

reporting periods:

12, IELEBLR

Accelerated tax

EfRZ T ERENRBAEEEERNE A
Ko AT FRER AR 2B A T :

depreciation Tax losses Total
INEHIETE HiEEE &
HK$’000 HK$'000 HK$'000
BT T BT T BT T
(unaudited) (unaudited) (unaudited)
(R &%) (RAZ#FZ) (RAZ#FZ)
At 1st January, 2005 TEZREF
—H—H 2,980 (2,087) 893
Credit to the condensed consolidated & A HiAfS8H
income statement for the period FalEk (121) (252) (373)
At 30th June, 2005 N\=EERF
A=+H 2,859 (2,339) 520
13. Share Capital 13. B
At At
30th June, 31st December,
2005 2004
R-ZEZTHF RZZZTF
AA=+H +=—A=+—H
HK$’000 HK$'000
BT T BEFT
(unaudited) (audited)
(CRAZ#F %) (4 &F#=)
Authorised: ETE
1,000,000,000 ordinary shares of 1,000,000,0000% & i& E &
HK$0.01 each 0,01 TR E R 10,000 10,000
Issued and fully paid: BETRAE:
220,000,000 ordinary shares of 220,000,0004% # A% E &
HK$0.01 each FEI0.017THY X A% 2,200 2,200
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14. Capital Commitments 14. BEARIE
At At
30th June, 31st December,
2005 2004
R=-ZBZEF RZEEMF
~NA=1+H +=—A=+—H
HK$'000 HK$000
BT T BEFT
(unaudited) (audited)
(RAZFZ) (A& &%)
Capital expenditure contracted for but U B KR
not provided in the condensed RS EENNSEEE S
consolidated financial statements in MR B ENE AR
respect of acquisition of property, X
plant and equipment 10,450 9,978
Operating Lease Commitments %&%*ﬂ% iR

13.

At the balance sheet date, the Group had total future minimum

lease payments under non-cancellable operating leases falling

REER RNEBREB T HEEEHE
T EF RN B (SRR A D J?Eﬁfﬂ/i\ﬁ@*ﬁ

due as follows: mn:
At At
30th June, 31st December,
2005 2004
R-ZZRHF RZTTNF
AA=tH +=ZA=+—8H
HK$'000 HK$’000
BETFT BT IT
(unaudited) (audited)
(RAZFZ) (#& &%)
Within one year —FR 2,814 3,146
In the second to fifth year inclusive —FEFEERF
(BRREREMF) 9,259 9,655
Over five years FERE 4,451 5,416
16,524 18,217

Operating lease payments represent rentals payable by the Group
for certain of its office properties 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.

RETHEFIRIEAS B S T A%
AR S T RETRNNES - FHEE

FHRI3E RS PEE B ERR AR
HETSTE AR 31
BEBRWTEEARLAR T HFRHRE




Results (continued)
16. Contingent Liabilities 16. HAREE

The Company has given guarantees to a bank in respect of general
facilities granted to its subsidiaries. The extent of such facilities
utilized by the subsidiaries at 30th June, 2005 amounted to
approximately HK$7,131,000 (at 31st December, 2004:
HK$9,784,000).
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