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Market Overview

The first half of 2006 was a period of robust expansion to the die-
casting industry. World economic growth remained buoyant, particularly
in North America and the People’s Republic of China (The “PRC"),
and underlying consumption of end-use metal products remained
strong. According to the National Statistics Bureau, PRC’s GDP
increased by 10.9% in the first half of 2006, and it is anticipated that
the growth will sustain the decade. It is widely expected that this growth
will drive global demand of die-casting products.

The usage of aluminium in die-casting has become more and more
popular, owing to its lightness, lower price and durable characteristics.
It has become the top choice metal for transportation, beverage cans
and other packaging, and building constructions. According to the
London Metal Exchange, the PRC’s aluminium production has
maintained a year-on-year growth of over 15% since the first half of
2005, and the rising trend is expected to continue.

Intense competition in the international market has led to cuts in price
and margins, making manufacturers to seek for die-casters and die-
casting products of the most competitive price. Die-casters are shifting
their production bases to the PRC, further intensifying the robust growth
in demand. In order to survive in such market conditions, die-casters
around the world have to apply various business strategies to cope
with different challenges, and die-casting services providers with fully
vertically-integrated production facilities will benefit from the vast
business opportunities.

In the first half of 2006, although the PRC’s government is taking steps
to cool its economy and reduce investment in aluminum and luxury
housing, investment is still required for infrastructure and transportation,
which leads to bring minimal impact to the die casting.

Business Review

For the six months ended 30th June, 2006, United Metals Holdings
Limited (the “Company” or “United Metals”) and its subsidiaries (the
“Group”) recorded an increase in turnover by 37.6% over the same
period last year to approximately HK$112,836,000. Gross profit
increased by 18.0% to HK$16,343,000 when compared with the same
period last year. Although the raw material cost surged during the period
under review, the Group adopted stringent cost and quality control
policy with an aim to maintain the profit margin.
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Management Discussion & Analysis &2 B 545 & 24T (Continued #)

Business Review (continued)

Net profit for the period increased by 4.4% to HK$6,303,000 when
compared with the same period last year. The extent of growth was
relatively lower than that of turnover, which was due to the upsurge of
labour cost and the rise of the minimum wages in the PRC. In addition,
the appreciation of the Renminbi (“RMB”) also put pressure on
manufacturing costs. To maximize the business growth over the long
term, the Group applied the strategy of providing quality products of
premium quality at competitive prices, which lowered the profit margin
of the Group, yet maintaining a high sales volume. The gross profit
margin of the Group maintained at a healthy level of 14.5%, which is
comparable to the 16.9% in the same period in 2005.

Operational Review

Product Capacity

The Group currently maintains its productivity at approximately 305
tons of raw material per month as a result of the implementation of
high sales volume strategy. During the period under review, the Group
added several numbers of Computerized Numerical Control (“CNC”)
machines in order to enhance its production capacity and improve its
operational efficiency.

As the demand for automotive parts die-casting services continues to
rise, and the Group has captured this opportunity in the construction
of production facilities strategically located in Shanghai. Phase 1 of
the facilities has planned to commence operations in the first half of
2007, as the Group spent more time on construction and the purchase
of advanced machineries. The Group expects it will provide a steady
income source in the long run. The heavy tonnage machines of the
facilities have also provided the ability to produce larger die-cast parts,
widening the variety of the products provided by the Group.

Sales Volume of Various Metal Products

In the first half of 2006, aluminium parts continues to be the core
profit contributor of the Group, accounting for approximately 89.7% of
the Group’s total sales volume. Other major metallic products include
zinc and magnesium, which accounted for approximately 6.7% and
3.2% of the Group’s total sales volume respectively.
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Operational Review (continued)

Established, Diversified and Extendable Client Base

The Group offers leading manufacturers of various industrial sectors
around the world with choice and diversity, aiming to satisfy their ever-
changing needs. For the six months ended 30th June, 2006,
automotives and related products accounted for 43.8% of turnover,
followed by industrial household appliances which accounted for
29.3%. Communication and electronic appliances accounted for
17.2%, and other products made up t0 9.7%.

The Group’s client base mainly consists of overseas manufacturers
spanning across different parts of the world, of which clients from
Europe and the United States make up 26.3% and 27.0% respectively
of the Group’s entire customer base.

Under such competitive market environments, United Metals has been
able to maintain close relationship with its clients. The Group currently
has over 70 clients and 2 major source of income: mould design and
production and production of die casting parts. During the period, mould
design and production increased by 33.8%, accounting for
approximately 7.0% of the Group’s turnover. Orders for existing die-
cast products also increased by 38.0% in the period under review.

Future Strategies
Looking ahead, the PRC market is expected to maintain robust growth

and demand. According to the London Metal Exchange, world
aluminium consumption will exceed 30 million tonnes by the end of
2006, with PRC consuming up to 20% of the world’s primary aluminium.
Capitalizing on the geographical advantage of its production facilities
strategically located in Shanghai, the Group has fully prepared itself
for future business development. While die-cast products for automotive
production are anticipated to be the key growth driver of the industry,
the Group will also put focus on alternative products such as
manufacturer components and parts.

With the new production base in Shanghai which will commence
operation in the first half of 2007, the Group is in the progress of
negotiation with potential customers and the result was satisfactory.

The Group will further strengthen its vast and diverse client base. Having
solidified its market position in the PRC die-cast industry, the Group is
well prepared to achieve equal success in other parts of the world. The
Group is dedicated to become the vertically-integrated die caster of
the global market, and be an essential and indispensable die casting
partner of both domestic and international manufacturers in the PRC.
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Management Discussion & Analysis &2 B 545 & 24T (Continued #)

Human Resources Management

As at 30th June, 2006, the Group employed approximately 2,350 full-
time employees. The Group’s remuneration package is determined with
reference to the experience 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

As at 30th June, 2006, total bank borrowings was HK$22,786,000 (at
31st December, 2005: HK$4,700,000), of which HK$2,883,000 (at
31st December, 2005: HK$2,640,000) would be due within one year
and HK$19,903,000 (at 31st December, 2005: HK$2,060,000) would
be due after one year. The bank borrowings are denominated in Hong
Kong dollars (“HKD”) and United States dollars (“USD”) and bear
interest at rates calculated with reference to Hong Kong Interbank
Offered Rate (“HIBOR”) plus basis and London Interbank Offered Rate
(“LIBOR”) plus basis.

The Group had a net current assets amounting to HK$100,573,000
(at 31st December, 2005: HK$72,050,000) and a current liabilities of
HK$38,113,000 as at 30th June, 2006 (at 31st December, 2005:
HK$33,312,000). Stock turnover days decrease to 72 days as at 30th
June, 2006 from 77 days as at 31st December, 2005. Debtors’ turnover
days was decreased from 88 days as at 31st December, 2005 to 86
days as at 30th June, 2006.

Capital expenditures on plant and equipment and leasehold
improvements totaled HK$16,969,000 (2005: HK$18,913,000) in
2006, of which HK$11,597,000 (2005: HK$ 3,461,000) was related
to the construction cost of the new manufacturing plant situated in
Shanghai, PRC. Furthermore, HK$39,935,000 (at 31st December,
2005: HK$41,667,000) was committed as at 30th June, 2006 to
purchase additional property, plant and equipment.

Net cash generated from operations amounted to HK$6,390,000. The
Group’s cash on hand and bank balances increased from
HK$18,134,000 as at 31st December, 2005 to HK$40,280,000 as at
30th June, 2006. The increase was mainly a result of the raising of
new bank loan and shareholder’s loan.
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Liquidity and Financial Resources (continued)

Total shareholders’ funds increased from HK$175,354,000 as at 31st
December, 2005 to HK$181,649,000 as at 30th June, 2006, as a
result of HK$6,303,000 of the current period profit being retained.

As at 30th June, 2006, the gearing ratio, in terms of total debts to total
assets, increased to 0.29 (at 31st December, 2005: 0.17).

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, 2006.

Exposure to Foreign Exchange Risk

The Group’s income and expenditure of raw materials, manufacturing
cost and borrowings are mainly denominated in USD, HKD and RMB.
Fluctuations of the exchange rates of RMB against foreign currencies
could affect the operating costs of the Group. Currencies other than
RMB were relatively stable during the period, the Group did not expose
to significant foreign exchange risk. The Group currently does not have
a foreign currency hedging policy. However, management will continue
to monitor foreign exchange exposure and will take prudence measure
to minimize the currency translation risk. The Group will consider
hedging significant foreign currency exposure should the need arise.

Capital Structure
There has been no significant change in the capital structure of the
Group since 31st December, 2005.

Charge on Assets
There was no charge on the Group’s assets during the six months
ended 30th June, 2006 (at 31st December, 2005: Nil).

Contingent Liabilities

The Company has given guarantee to banks in respect of general
facilities granted to its subsidiaries. The extent of such facilities utilized
by the subsidiaries as at 30th June, 2006 amounted to approximately
HK$22,786,000 (at 31st December, 2005: HK$4,700,000).
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Supplementary Information # 7 & ¥l

Directors’ and Chief Executives’ Interests in Shares

and Underlying Shares

As at 30th June, 2006, the interests of the directors and the chief
executives and their associates in the shares and underlying shares of

the Company and its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFQ”)), as
recorded in the register maintained by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to

the Model Code for Securities Transactions by Directors of Listed

Companies, were as follows:

Long positions

Ordinary shares of HK$0.01 each of the Company

EERTETHAERRARAE
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Percentage

Number of of the issued

issued ordinary share capital of

shares held the Company

Name of director Capacity e T HAEQTERT

EEpnA g2 ZRERE RABDLE

Thomas Lau, Luen-hung Held by controlled corporation (Note i) 69,468,000 31.58%
2255 BEEEIAERE (M)

Tsang Chiu Wai Held by controlled corporation (Note ii) 62,292,000 28.31%
HHRE BEEGIREEE (M)

Kong Cheuk Luen, Trevor Held by controlled corporation (Note iii) 31,716,000 14.42%
LB BRIESREREE (K ahi)

163,476,000 74.31%
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Supplementary Information %7 & %! (Continued £)

Directors’ and Chief Executives’ Interests in Shares
and Underlying Shares (continuea)

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, 2006.

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 2005
Annual Report of the Company.

Up to the date of approval of this interim report, no options have been
granted under the Scheme.
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Supplementary Information %7 & %! (Continued £)

Arrangements to Purchase Shares or Debentures
Other than as disclosed under the section headed “Share Options”, 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.

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, 2006.

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, 2006 (six months ended 30th June, 2005: Nil).

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

During the six months ended 30th June, 2006, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of the
Company’s listed shares.
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Supplementary Information %7 & %! (Continued £)

Code on Corporate Governance Practices

The Company has complied with the code provisions laid down in the
Code on Corporate Governance Practices (the “CG Code”) as set out
in Appendix 14 to the Rules Governing the Listing of Securities (the
“Listing Rules”) on the Stock Exchange throughout the six months
ended 30th June, 2006, except that (i) for code provision E.1.2., the
Chairman, Mr. Thomas Lau, Luen-hung, was unable to attend the
Company’s annual general meeting on 12th June, 2006 due to other
commitment, and (ii) for code provision A.4.1, in respect of service
term of non-executive directors where non-executive directors are
required to be appointed for a specific term and be subject to
re-election.

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

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 directors, all 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.
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Supplementary Information %7 & %! (Continued £)

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 Mr. Lee Tho Siem, Mr.
Wang Jianguo, Dr. Loke Yu alias Loke Hoi Lam and Mr. Wong Wing
Sing. The Group’s interim reports for the six months ended 30th June,
2006 as well as the accounting principles and practices have been
reviewed by the audit committee.

Remuneration Committee

In accordance with the requirements of the CG Code, a remuneration
committee has been established by the Company to consider the
remuneration of 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, 1st September, 2006
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Condensed Consolidated Income Statement B4R & = R

For the six months ended 30th June, 2006
HE T NFANA=1+HIENEA

The Board of the Company is pleased to announce the unaudited
condensed consolidated results of the Group for the six months ended
30th June, 2006, together with comparative figures for the
corresponding period, as follows:

ARABEFGRAS MAEEE

E-TTRERHA

=+ HLEANEARREE ZBREEFE ERF
HALL R BIRE T 40T

Six months ended 30th June,
BZAA=1tHIEAREA

2006 2005
—EBEXRE —ZTRF
HK$’000 HK$'000
BETT BT
Notes (unaudited) (unaudited)
KfaE (REEZ) (REEEZ)
Revenue W zs 3 112,836 82,008
Cost of sales HEKA (96,493) (68,158)
Gross profit EH| 16,343 13,850
Other income EAA 543 314
Selling and distribution expenses HERDHEAX (3,628) (2,636)
Administrative expenses 1THAX (6,144) (5,053)
Other expenses EbF (272) (162)
Finance costs RhE B A 4 (272) (130)
Profit before taxation B A& 5 6,570 6,183
Income tax expense FTiSFif 6 (267) (143)
Profit for the period AR A A 6,303 6,040
Interim dividend REARR B 7 - =
Earnings per share — basic BRAF —ER 8 2.86 centsAl 2.75 centsfll
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Condensed Consolidated Balance Sheet fiERZESEEABR

At 30th June, 2006
R-EENENA=+H

At At
30th June, 31st December,
2006 2005
R=-ZBEXEF RZZETREF
ANA=+H +=ZA=+—8H
HK$’000 HK$'000
BYEFT BT T
Notes (unaudited) (audited)
KfaE (RESEZ) (55 %)
Non-current assets FERENEE
Property, plant and equipment eI ] 9 99,737 89,946
Prepaid lease payments AN EFKIR 6,351 6,418
Goodwill S 685 685
Available-for-sale investments AEHERE 1,379 1,386
Deposits paid for acquisition of W% BEREREENZ
property, plant and equipment Hi 7,536 7,867
115,688 106,302
Current assets REBEE
Inventories FE 40,168 35,668
Trade and other receivables JFEUS E 5 BR 7R K H b fE U R IE 10 58,012 50,872
Prepaid lease payments TR HEEFRIE 133 133
Investments held for trading BIEEERE 93 461
Taxation recoverable B dEE - 94
Bank balances and cash RITHEBR KRR S 40,280 18,134
138,686 105,362
Current liabilities REEE
Trade and other payables e B 5 IR R R E A e 58 11 34,777 30,313
Taxation payable FERFRIE 453 359
Unsecured bank loans — due EIKRIRITE R ——F AR
within one year 2,883 2,640
38,113 33,312
Net current assets REBEEFRE 100,573 72,050
Total assets less current liabilities MEERRBEE 216,261 178,352

NBLMEBER A A

LR
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Condensed Consolidated Balance Sheet fB4R & EE A B R (Continued &)

.--1" - At 30th June, 2006
RE_FEXNFNA=+H

At At
30th June, 31st December,
2006 2005

R=BEXE  R-TTRA
<A=tR +-A=t-A

HK$’000 HK$'000
BYEFT BT T
Notes (unaudited) (audited)
KfaE (REFZ) (&)
Non-current liabilities FERBEE
Loan from shareholder FRERE 14,000 =
Unsecured bank loans — due KRBT R — —F & EH
after one year 19,903 2,060
Deferred tax liabilities EEFRIBAE 12 709 938
34,612 2,998
16
181,649 175,354
Capital and reserves R R
Share capital &N 13 2,200 2,200
Reserves =] 179,449 173,154
Equity attributable to equity holders BRARHEREE ARE#ER
of the Company 181,649 175,354
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Condensed Consolidated Statement of Changes in Equity B4 S EAE B %

For the six months ended 30th June, 2006

BE _FENFNA=FHILNEA

Investments Non- General
Share Share  revaluation distributable Merger reserve Accumulated
capital premium reserve reserve reserve fund profits Total
REE Ft ]
BE  RGEE ke DREE  AHRR #EES  RiEA &t
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
BEFT  EETr  BEFr E¥fr BETr Afftr BETr BN
(Note 13)
(#i#13)
At Ist January, 2005 RZZTHE
—R-H 2,200 39,352 (51) 16,584 127 5,845 101,031 165,088
Loss on fair value changes ~ E&RNRARZZ
of available-for-sale AfRHERE
investments recognised ATEEE
directly in equity - - - (48) - - - - (48)
Profit for the period iyl = - - - - - 6,040 6,040
Total recognised expense  EAREREAMR
and income for the period ~ RMALEH - - (48) - - - 6,040 5,992
At 30th June, 2005 R=ZZAF
~A=tH 2,200 39,352 (99) 16,584 127 5845 107,071 171,080
Loss on fair value changes ~ BEERBARERZ
of available-for-sale AfRHERE
investments recognised ATEEE
directly in equity Bt - - (15) - - - - (15)
Profit for the period il = - - - - - 4,289 4,289
Total recognised expense  HIREHERRY
and income for the period ~ RALE = = (15) - - - 4,289 4,274
Transfer S - - - - - 294 (294) =
At 31st December, 2005 RZZZhE
+=A=+-A 2,200 39,352 (114) 16,584 127 6,139 111,066 175,354
Loss on fair value changes ~ E&RRNRARZZ
of available-for-sale AfRHERE
investments recognised ATEEE
directly in equity - - - (8) - - - - 8)
Profit for the period iyl = - - - - - 6,303 6,303
Total recognised expense  EAREHEARR
and income for the period ~ RMALEH - - (8) - - - 6,303 6,295
At 30th June, 2006 WIBERE
~A=tH 2,200 39,352 (122) 16,584 121 6,139 117,369 181,649

NBEMEBAERAA —TTSEPHRE
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Condensed Consolidated Cash Flow Statement B4z &5 R &

For the six months ended 30th June, 2006

BE _FENFNA=FHILNEA

RER

Six months ended 30th June,
BZA~A=1THLAXEA

2006 2005
—ETRE ZETRF
HK$’000 HK$'000
BT BT
(unaudited) (unaudited)
(REEZ) (REsEZ)
Net cash from/(used in) operating RE(AE) SEER N
activities REFE 6,390 (7,019)
Net cash used in investing activities AERETENRSTFE (16,058) (3,377)
Net cash from/(used in) financing RE (AfE) BETE
activities HEEFE 31,814 (2,783)
Net increase/(decrease) in cash and BeRBESEEYEM
cash equivalents (R F5E 22,146 (13,179)
Cash and cash equivalents HNzRERASEEY
at beginning of the period 18,134 36,671
Cash and cash equivalents HMERCHESRASEEY
at end of the period 40,280 23,492
Analysis of the balances of cash and RERASEEBY2EHRIM
cash equivalents
Bank balances and cash IRITEBR RIS 40,280 23,492
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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").

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.

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, 2005 except as
described below.

Notes to the Condensed Consolidated Financial Statements
SRR 4R S B RS SR R M &

mRERE
RGBT & IR EAREE S PT
mARAIKTER6HE R ERE R BT
~g (Bt Esthag ) Bk 2Etast
R (BRI ) 53455 [ FHI R
&= mEe

ERGEBER
BET S RTARATET B KEBK
AR A& B 7% 3R 2% TR S AL

BRIAT P i &SN RBUR R BB RER A M
BHR AN SR HREAKERNEE—T
THE+ A=+ HILFEZFETHR
RETERANE — B

NBEMEBAERAA —TTSEPHRE
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Notes to the Condensed Consolidated Financial Statements f&5BR4R & B # R R MI5E (Continued 48)

2. Principal Accounting Policies (continuea)
In the current interim period, the Group has applied, for the first
time, a number of new Hong Kong Financial Reporting Standards,
amendments and interpretations (new “HKFRSs”) issued by the
HKICPA, which are either effective for accounting periods
beginning on or after 1st December, 2005 or 1st January, 2006.
The adoption of these new HKFRSs had no material effect on
how the results for the current and prior accounting periods have
been prepared and presented. Accordingly, no prior period
adjustment has been required.
HKAS 19 (Amendment) Actuarial gains and losses, group

plans and disclosures

HKAS 21 (Amendment) The effects of change in foreign

exchange rate — net investment

in a foreign operation

HKAS 39 (Amendment) Cash flow hedge accounting of

forecast intragroup transactions

HKAS 39 (Amendment) The fair value option

HKAS 39 & HKFRS 4

(Amendment)

Financial guarantee contracts

HKFRS 6 Exploration for and evaluation of
mineral resources
HK(IFRIC)-INT 4 Determining whether an
arrangement contains a lease
HK(FRIC)-INT 5 Rights to interests arising from
decommissioning, restoration
and environmental rehabilitation
funds

HK(IFRIC)-INT 6 Liabilities arising from
participating in a specific market-
waste electrical and electronic

equipment
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Notes to the Condensed Consolidated Financial Statements f§ER4R S

2. Principal Accounting Policies (continuea)
The Group has not early applied the following new standards,
amendments or interpretations that have been issued but are
not yet effective. The directors of the Company anticipate that
the adoption of these new HKFRSs, in future period will have no
material impact on the financial position of the Group.
HKAS 1 (Amendment) Capital disclosures!

Financial instruments: Disclosures!

Applying the restatement approach
under HKAS 29 Financial reporting

HKFRS 7
HK(IFRIC)-INT 7

in hyperinflationary economies?
HK(IFRIC)-INT 8 Scope of HKFRS 23

HK(IFRIC)-INT 9 Reassessment of embedded

derivatives*

Effective for annual periods beginning on or after 1st January,
2007.
Effective for annual periods beginning on or after 1st March, 2006.

Effective for annual periods beginning on or after 1st May, 2006.

Effective for annual periods beginning on or after 1st June, 2006.

BTSRRI EE (Continued 4)
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Notes to the Condensed Consolidated Financial Statements fSER4R S

3. Revenue and Segmental Information
Revenue 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.

United Metals Holdings Limited Interim Report 2006
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Notes to the Condensed Consolidated Financial Statements f&5BR4R & B 7R R MY EE (Continued 48)

Wz R D EHER @
EXHEB(4E)

3. Revenue and Segmental Information (continves)y 3.
Business Segments (continued)

Revenue
Six months ended 30th June,

Segment Results
Six months ended 30th June,

& EEA
BZEAA=1HLXER BEZAA=1HLXER
2006 2005 2006 2005
—EEX —TTREF —EEX —TTRF
HK$'000 HK$'000 HK$'000 HK$'000
BETT BEFT BETT BEFT
(unaudited) ~ (unaudited)  (unaudited)  (unaudited)
(R ER) (RE&ER) (REEER) (RiE &%)
Aluminum parts SREf 101,222 74,905 6,506 6,092
Zinc parts SRR 1,594 5,156 422 435
Magnesium parts R 3,628 1,872 289 88
Others Hfh 392 75 15 4
112,836 82,008 7,232 6,619
Income from available-for-sale A/t ERE 2 WA
investments 15 15
Expenses from investments FIEEEREZAX
held for trading (33) (42)
Interest income FEHA 106 37
Finance costs RERKA (272) (130)
Unallocated corporate expenses &2 fid A B (478) (316)
Profit before taxation B F Bl A 6,570 6,183
Income tax expense FrisHimAE (267) (143)
Profit for the period HREF 6,303 6,040

NEEAEEARAR 2T
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Notes to the Condensed Consolidated Financial Statements f&5BR4R & B # R R MI5E (Continued 48)

3. Revenue and Segmental Information (continuesy 3. WEZER D EBE R »)

Geographical Segments WE S
The Group’s revenue and contribution to profit for the period, IR TS DT A S B S R B AR F &
analysed by geographical markets are as follows: BAAA T :
Revenue Segment Results
Six months ended 30th June,  Six months ended 30th June,
Wz EEDE
BEAA=THLEAEAR BEAA=THLAEAR
2006 2005 2006 2005
“EEXRE “TThE “EEXRE —ZThE

HK$’000 HK$'000 HK$'000 HK$'000

BETT BEFT BETT BEFT
(unaudited) ~ (unaudited) (unaudited)  (unaudited)
(REER) (R &%) (REEER) (RiE &%)

The People’s Republic of China  F#E AR £FE

24 (the “PRC") including (TR @) BEEHS
Hong Kong 41,199 33,920 2,605 2,851
North America JEEM 30,497 21,180 1,896 1,614
Europe BOM 29,710 22,715 1,951 1,851
South East Asia R 11,430 4,193 780 303
112,836 82,008 7,232 6,619

Income from available-for-sale  AIftHERE 2 WA
investments 15 15

Expenses from investments BEEBERECZAL
held for trading (33) (42)
Interest income SN ON 106 37
Finance costs BB AN (272) (130)
Unallocated corporate expenses A2 E A FFX (478) (316)
Profit before taxation BR AR B Al 6,570 6,183
Income tax expense FTiSHiF X (267) (143)
Profit for the period B F 6,303 6,040

United Metals Holdings Limited Interim Report 2006



Finance Costs

Notes to the Condensed Consolidated Financial Statements f&5BR4R & B 7R R MY EE (Continued 48)

AL E A
Six months ended 30th June,
BEARA=THLAKEA

2006 2005
—BEXRE —TTRF
HK$’000 HK$'000
BT T BETT
(unaudited) (unaudited)
(REER) (REFR)

Interest on bank loans repayment within ARAFREZBRITER
five years ZHE 116 130
Interest on shareholder’s loans repayment  EEZIRE R 2 F 8 156 -
272 130

5. Profit before Taxation 5. BERBIANER

Six months ended 30th June,
BZEAA=1tHIL<EA

2006 2005
ZEERF ZTTREF
HK$’000 HK$'000
BYTF T BT T
(unaudited) (unaudited)
(REER) (REFER)
Profit before taxation has been arrived at BRELR & FAE H0RR, (BEA)
after charging/(crediting):
Depreciation e 6,921 6,323
Gain on disposal of investments held HERIEEERE 2 W
for trading a7 =
Dividend income from unlisted FEEMAMEHERE 2
available-for-sale investments A2 A (15) (15)
Loss on investments at fair value through BATES R RE AR
profit or loss BB RERSE 50 42
Loss on disposal of property, plant and HEME KB KR ENEE
equipment 199 -

NBEMEBAERAA —TTSEPHRE
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Notes to the Condensed Consolidated Financial Statements f&5BR4R & B # R R MI5E (Continued 48)

6.

Income Tax Expense

6. FIEBIMAX

Six months ended 30th June,
BEANA=THLAKEA

2006 2005

—EEXRF —TThHE

HK$'000 HK$'000

BETF T BT T

(unaudited) (unaudited)

(REER) (REER)

Current tax: NEATIIE

Hong Kong BB 154 107
Other Jurisdictions Hopth RS AME [ 342 409
Deferred tax RAERIIE (229) (373)
267 143

Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%) of

the estimated assessable profit for the six months ended 30th
June, 2006.

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. (“Dongguan United”),
United Metal Products (Shanghai) Co., Ltd. (“United Shanghai”)
and United Castings (Dongguan) Co., Ltd. (“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 12.0%.

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 24.0%.

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, 2006.

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.
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Interim Dividend

The Board does not recommend the payment of an interim
dividend for the six months ended 30th June, 2006 (six months
ended 30th June, 2005: Nil).

Earnings per Share
The calculation of the basic earnings per share for the period is
based on the following data:

Notes to the Condensed Consolidated Financial Statements f&5BR4R & B 7R R MY EE (Continued 48)

RERE
EEETESENBE_ZTRFRA=T
IE7XEARE R ERE (BEZZTRF R
A=+H1ERER £ -

jui}

FRAEF
BRI IR SRR A BRI TR I 5B

AR
G E

Six months ended 30th June,
BEARA=THLAKEA

2006 2005
—EEXREF —ZTRF
HK$'000 HK$'000
BETF T BT T
(unaudited) (unaudited)
(REER) (REER)
Earnings for the purpose of basic earnings  sE&REARZ T EF
per share 6,303 6,040
Weighted average number of ordinary FTEEREARZ R A I
shares for the purpose of basic earnings 35 m AR R
per share 220,000,000 220,000,000

No diluted earnings per share has been presented for the six
months ended 30th June, 2005 and 2006 as there were no
potential dilutive ordinary shares in existence for the periods.

Additions to/Disposal of Property, Plant and
Equipment

During the six months ended 30th June, 2006, the Group spent
approximately HK$3,844,000 (six months ended 30th June,
2005: HK$3,330,000) on additions to manufacturing plant and
equipment in the PRC, in order to upgrade its manufacturing
capabilities. Besides, the Group disposed of certain plant and
machinery with a carrying amount of HK$257,000 (six month
ended 30th June, 2005: Nil) for proceeds of HK$58,000, resulting
in a loss on disposal of HK$199,000.

HREE_TZERFR_ZETRFAA=T
HIE7XE A BRI A 3 0 A S E U Y
B A2 PR R 2 SR EEE A
F)o

ME-BERRERNEHE

REBE-ZTTAFAA=THLEANEA R
@B ABE3,844,000T (BHE—TZTH
FNA=1H8 1E75 8 A ##3,330,0007T)
BB MR 2 EERRR R R R E
EEERE AN AR B &R T IREE A
#257,0007C 2 i 5 K28 (B E — 2T H
FRA=TBIEAEAR &) FERIEBEAES
#&58,0007T, * & 5 & 51875 %5 199,0007T

NBEMEBAERAA —TTSEPHRE
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10. Trade and Other Receivables

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. BWE S RRK

Notes to the Condensed Consolidated Financial Statements f&5BR4R & B # R R MI5E (Continued 48)

HAtb FEWRRIR

REE KA TEESEP30290B/I(E
- A E H AR 5 BRI BRI D AT

balance sheet date is as follows: (NS

At At
30th June, 31st December,
2006 2005
R=BEARF RZZETRF
AA=tH +=—A=+—H
HK$'000 HK$'000
BEF T BT T
(unaudited) (audited)
(REBEZX) (fe5=%)

Trade receivables: FEUWE SRR -
Not yet due 1] A< 380 5 34,712 24,023
28 Overdue 1 to 30 days MR ZE 308 12,086 13,111
Overdue 31 to 60 days #HI31HE60H 3,697 6,261
Overdue 61 to 90 days #HI61 HE90H 1,290 479
Overdue 91 to 120 days #EA91 A E120H 567 336
Overdue more than 120 days BB 120 8 820 634
53,172 44 844

Other receivables: HAbfEUEIE -
Deposits paid BRI 4,058 3,502
Prepayments TEfFRIA 516 226
Others HAtb 266 2,300
4,840 6,028
58,012 50,872
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Notes to the Condensed Consolidated Financial Statements f&5BR4R & B 7R R MY EE (Continued 48)

11. Trade and Other Payables

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

1. ENESZRRREMENTE

NEE RN B SMRRANERER DTN T :

as follows:

At At
30th June, 31st December,
2006 2005
R-ZBBXREF R_ZEZTRF
ANA=+H +=A=+—8
HK$’000 HK$'000
EBEFT BT T
(unaudited) (audited)
(REEEX) (FEE%)

Trade payables: JERTE SR :
Not yet due i) A< 480 Hf 9,459 4,513
Overdue 1 to 30 days BHEIIBZE30H 1,960 1,809
Overdue 31 to 60 days #EA31 H Z60H 409 87
Overdue 61 to 90 days #HI61 HE90H 114 1
Overdue 91 to 120 days #mHI91HE120H 165 32
Overdue more than 120 days EI AR A 120 B 11 153
12,118 6,595

Other payables: H b BT RE -
Accruals FEET KR 16,807 17,395
Deposits received BUGET & 5,650 6,323
Others HAfb 202 -
22,659 23,718
34,777 30,313

NBLMEBER A A

TR NFRHPRE
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Notes to the Condensed Consolidated Financial Statements f&5BR4R & B # R R MI5E (Continued 48)

12. Deferred Taxation 12, IEEBIIE
The following are the major deferred tax liabilities and assets PR FERLET AR FEEERNERIT
recognized and movements thereon during the current and prior N UAfE ER R ER R Ehan T

reporting periods:

Accelerated tax

depreciation Tax losses Total
IEB BN E HEEE e
HK$’000 HK$'000 HK$'000
BT T BT T BET T
(unaudited) (unaudited) (unaudited)
(R ERZ) (R ER) (R &)
At 1st January, 2005 R-ZZETHF—FA—H 2,980 (2,087) 893
Credited to the condensed consolidated st AEIRRSERLR & Was &
income statement for the period (121) (252) (373)
30
At 30th June, 2005 RZZETHFASA=TH 2,859 (2,339 520
Charged to the condensed consolidated ¥ A& 4R & Yias &
income statement for the period 100 318 418
At 31st December, 2005 RZZETRF
+-A=1+—H~ 2,959 (2,021) 938
Credited to the condensed consolidated & AHIARERR4R S IR
income statement for the period (111) (118) (229)
At 30th June, 2006 R-ZEEREXA=TH 2,848 (2,139) 709
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Notes to the Condensed Consolidated Financial Statements f&5BR4R & B 7R R MY EE (Continued 48)

13. Share Capital 13. B4
At At
30th June, 31st December,
2006 2005
RZBEREF R-_ZTTRF
AA=1+8 +=ZA=+—H
HK$’000 HK$'000
BT T BT T
(unaudited) (audited)
(REER) (&%)
Authorised: VETE
1,000,000,000 ordinary shares 1,000,000,000/% &A% F &
of HK$0.01 each B H0.01 TR T AR 10,000 10,000
Issued and fully paid: BETRAR
220,000,000 ordinary shares of 220,000,0000% &% A&
HK$0.01 each PEEE0.01 o E AR 2,200 2,200
14. Capital Commitments 14. EXRERE
At At
30th June, 31st December,
2006 2005
RZBEREF R=ZTZTRF
R<A=+H +=ZA=+—H
HK$'000 HK$'000
BYTF T BT T
(unaudited) (audited)
(REER) (fe&E=Z)
Capital expenditure in respect of BB B R B
acquisition of property, plant W& AR
and equipment
Contracted for but not provided REIEOkER A
in the financial statements e ] 39,935 7,629
Authorised but not contracted for BHROEBRETA - 34,038

NBLMEBER A A

TR NFRHPRE
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Notes to the Condensed Consolidated Financial Statements f&5BR4R & B # R R MI5E (Continued 48)

15. Operating Lease Commitments 15. REHEHARE
At the balance sheet date, the Group had total future minimum REE R AEBERBE T BEEEEHE R
lease payments under non-cancellable operating leases falling THFHR BT R R &P EANES B
due as follows: R
At At
30th June, 31st December,
2006 2005
RZBEXREF R-ZTZREF
RA=+H +=ZA=+—8H
HK$'000 HK$'000
BETF T BT T
(unaudited) (audited)
(REER) (fe&E=%)
Within one year —FR 3,508 2,814
In the second to fifth year inclusive FE_FEERF (BREERMTF) 8,730 9,259
32 Over five years HELE 2,522 4.451
14,760 16,524
Operating lease payments represent rentals payable by the Group LEHESIBRASBERES THAEYE
for certain of its office premises and factory land and buildings. AREE T RIEFREMH HE - FHHEE
The average lease term is 13 years. Rentals are fixed and no FHR13IF -HeIEFE B ERKAHESR
arrangements have been entered into for contingent rental FRETSL AT 225k
payments.
16. Contingent Liabilities 16. HAREE
The Company has given guarantee to banks in respect of general AARBFHEMNB A FEE — Rt & mRTT
facilities granted to its subsidiaries. The extent of such facilities ERER - RS NFEXA=1+H GHH
utilized by the subsidiaries as at 30th June, 2006 amounted to BARECBAN S ZERHE RELBE
approximately HK$22,786,000 (at 31st December, 2005: 22,786,000 (A= AF+ A= 1+—
HK$4,700,000). H :/&#4,700,0007T) °
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