Directors’ Report

The directors present their annual report and the audited
consolidated financial statements for the year ended 31st December,
2006.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of the Company’s subsidiaries are set out in note 34 to the
consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December, 2006 are
set out in the consolidated income statement on page 31.

The directors do not recommend the payment of a dividend and
propose that the profit for the year be retained.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$13.6 million and
HK$18.2 million on plant and machinery and construction in progress,
respectively to expand and upgrade its manufacturing facilities.

Details of this and other movements in the property, plant and
equipment of the Group during the year are set out in note 13 to the
consolidated financial statements.

DIRECTORS

The directors of the Company during the year and up to the date of
this report were:

Executive directors
Thomas Lau, Luen-hung
Tsang Chiu Wai

Kong Cheuk Luen, Trevor

(resigned on 15th December, 2006)

Independent non-executive directors
Lee Tho Siem

Wang Jianguo

Loke Yu, alias Loke Hoi Lam

Non-executive director
Wong Wing Sing
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Directors’ Report (continued]

DIRECTORS (continued)

Inaccordance with Article 112 of the Company's Article of Association,
Mr. Wong Wing Sing and Mr. Tsang Chiu Wai will retire by rotation
and, being eligible, offer themselves for re-election at the forthcoming

annual general meeting.

Each of the executive directors has entered into a service contract
with the Company for an initial term of three years commencing 1st
December, 2002 which shall continue thereafter until be terminated
by either party giving to the other party not less than six months

prior written notice.

The term of office of each of the independent non-executive directors
and non-executive director is the period from his appointment to the
time of retirement by rotation in accordance with the Company’s
Articles of Association.

SERVICE CONTRACTS OF DIRECTORS

None of the directors has a service contract with the Company or
any of its subsidiaries which is not determinable by the Group within
one year without payment of compensation (other than statutory
compensation).
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES AND UNDERLYING SHARES

At 31st December, 2006, the interests of the directors and the chief
executive and their associates in the shares and underlying shares
of the Company and its associated corporations, as recorded in the
register maintained by the Company pursuant to Section 352 of the
Securities and Futures Ordinance (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
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Name of director Capacity e ®T HEXLTSRT
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Tsang Chiu Wai, the Chairman Held by controlled corporation (Note i) 54,788,000 24.90%
ZRE () Rzl NCIESEEN( )
Kong Cheuk Luen, Trevor, the CEQ Held by controlled corporation (Note ii] 33,141,000 15.06%
LB (TTHUARED) B XEH A REFAE (i)
Notes: M3E

(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 54,788,000 shares held
by Standard Beyond Limited under the SFO. Mr. Tsang Chiu Wai is also
a director of Standard Beyond Limited.

(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 33,141,000
shares held by Absolute Above Limited under the SFO. Mr. Kong Cheuk
Luen, Trevor is also a director of Absolute Above Limited.

Save 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 31st December, 2006.
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Directors’ Report (continued]

SHARE OPTIONS

Particulars of the Company’s share option scheme (the “Scheme”)
are set out in note 27 to the consolidated financial statements. No
option has been granted under the Scheme since its adoption.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than as disclosed under the section headed “SHARE OPTIONS”
above, at no time during the year 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

At 31st December, 2006, the register of substantial shareholders
maintained by the Company pursuant to section 336 of the SFO shows
that other than as disclosed under the section headed “DIRECTORS’
AND CHIEF EXECUTIVES" INTERESTS IN SHARES AND
UNDERLYING SHARES", the following shareholders had notified the
Company of relevant interests and short positions in the issued share
capital of the Company.

Long positions
Ordinary shares of HK$0.01 each of the Company
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Thomas Lau, Luen-hung, also as the Chairman Held by controlled corporation (Note) 69,468,000 31.58%

of the Company until 15th December, 2006
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Note: 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.

Other than as disclosed above, the Company has not been notified of

any other relevant interests or short positions in the issued share
capital of the Company as at 31st December, 2006.

26 United Metals Holdings Limited

Wit : R EBH DA ERBELESFMAIZShine Top
Limited M) B & ER - WHZ AR E=mES © Shine Top
Limited 2 5B BITIRA B BIBIR ST A B2 lES -
It ARIREES R EAE RG] - 21858 5t £ AR ER Shine
Top Limited 55 69,468,0008% A& 1D R #E B #E %S ©

B EXBEEN  R-EEAFE+-A=+—A &
AR AR A A 7B BT A A {1 £ A AR

AR -



DIRECTORS’
SIGNIFICANCE

No contracts of significance to which the Company or any of its

INTERESTS IN CONTRACTS OF

subsidiaries was a party and in which a director of the Company had
a material interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

During the year, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed shares.

CONNECTED TRANSACTIONS

During the year, the Group entered into a loan facility agreement
with PC-steel Futures Co., Ltd., a company controlled by Mr. Thomas,
Lau Luen-hung who was a director and a substantial shareholder of
the Company and resigned during the year.

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.

Other than as disclosed above, there were no connected transactions.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers in aggregate accounted
for approximately 43.8% of the turnover of the Group and the largest
customer accounted for approximately 12.4% of the total turnover of
the Group.

The aggregate purchases attributable to the Group’s five largest
suppliers during the year accounted for approximately 74.5% of the
total purchases of the Group and the largest supplier accounted for
approximately 28.4% of the total purchases of the Group.

At no time during the year did a director, an associate of a director or
a shareholder of the Company, which to the knowledge of the
directors owns more than 5% of the Company’s issued share capital,
have an interest in any of the five largest customers and suppliers of
the Group.

ESNERGN &R

ARRREEANBARRBETIARRESERS
BEEEERER MR EER I FAERAKEDASE
MLZEBREHK °

BE - HEIBELQAQF LHKRG

RAEE  ARRREEAMBARNGEEE - HE
KL AR FUER_ LA -

BERS

RAFE - ANEEES R % A1 2 AFIPC-steel
Futures Co., Ltd. AT ERE & 5k o Bl EBERD
RIZEERETERE - ERFANBHE o

BERRE S B&Z ABH50,000,0007T - RAFE A
EEIRIERE16,000,0007T @ W AHF S A
521,0007C - ZEERREER - REBRITRERS
MEFEISEE - ERFREBEHRERE - B TBE
34,000,000 TEFMER L KERNBHA-ZST 4
MmARA -

B EXREEIN  UBETHERS -

FEEFRMEER

RAFE AEBERARFPRHERHELHATEEE
BAL3.8% - ZAEPHHEREAEELE XS
#912.4%

RAEE  AREARNEERANRBABRGASER
FBRERAIT4.5% - RAHERHRBRIGAEERER
#E4928.4% ©

AEZEMER  EFRRESANBEALREE
ERMAERARREBITRAS%IA EHARRIE -
BECASEEARATE RS HEES

BERMEEERAR 27



Directors’ Report [continued)

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications
and competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to
directors and eligible employees, details of which are set out in note
27 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association, or the laws of the Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

COMPETING BUSINESS INTERESTS OF DIRECTORS

None of the directors of the Company or their respective associates
have any interests in a business which competes or may compete

with the business of the Company.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31st December, 2006.

AUDITORS

A resolution will be submitted to the annual general meeting to re-
appoint Messrs. Deloitte Touche Tohmatsu as auditors of the

Company.
On behalf of the Board

Tsang Chiu Wai
Chairman

Hong Kong, 13th April, 2007
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