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TO THE MEMBERS OF

MAGICIAN INDUSTRIES (HOLDINGS) LIMITED
(Incorporated in Bermuda with limited liability)

We have uudited the financial statements on pages 33 to 61 which have been prepared in uccordance
with accounting principles generully uccepted in Hony Kony.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Compunies Ordinunce reyuires the directors to prepure financiul stutements which ygive u true
and fair view. In prepuring financial statements which give a frue and fair view it is fundumental that
appropriute uccounting policies ure selected und upplied consistently.

It is our responsibility fo form an independent opinion, bused on our audit, on those statements and to
report our opinion to you.

BASIS OF OPINION

We conducted our uudit in uccordunce with Stutements of Auditing Stundards issued by the Hony
Konyg Society of Accountants. An audit includes exumination, on u test busis, of evidence relevant to the
amounts und disclosures in the finunciul statements. It dlso includes un assessment of the sighificunt
estimutes und judgements mude by the directors in the preparation of the financial statements, and of
whether the accounting policies are gppropriute to the circumstances of the Compuny, consistently
applied und udeqyuutely disclosed.

We planned and performed our audit so us fo obtuin dll the information and explunations which we
considered hecessdry in order to provide us with sufficient evidence to give reusonuble assurance ds to
whether the financial statements are free from material misstatement. In forminy our opinion we dlso
evuluuted the overull udeyuacy of the presentation of information in the financiul statements. We believe
that our audit provides u reusonhuble bausis for our opinion.
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FUNDAMENTAL UNCERTAINTY RELATING TO THE GOING CONCERN BASIS

In forminy our opinion, we huve cohsidered the udeyuucy of the disclosures mude in Nofe 2 to the
financial statements conceminy the udoption of the going concern busis on which the finuncial statements
have been prepuared. The finuncial statements have been prepured on u goiny concern busis, the
validity of which depends upon the success of future operutions of the business of the Group und
avduilubility of udequute working cupitdl to satisfy the repuyment requirements of the Group within the
next twelve months. The financiul stautements do not include uny udjustments that may be hecessary
should the repuyment requirements hot be sutisfied. We consider that auppropriate estimutes und disclosures
have been mude in respect of the fundumental uncertuinty relating to the going concern busis set out
ubove. Our opinion is hot yuulified in this respect.

In forminy our opinion we dlso evaluated the overall adequacy of the presentation of information in
the financial statements. We believe that our audit provides u reasonuble basis for our opinion.

OPINION

In our opinion the finunciul statements give a true und fair view of the state of uffairs of the Compuany
und of the Group us ut 31st Murch, 2001 und of the profit und cush flows of the Group for the year then
ended und huve beeh properly prepuared in uccordance with the Compunies Ordinance.

COMPARATIVE AMOUNTS

The compurutive umounts presented in the consoliduted finuncial statements were the subject of u
number of audit scope limitations which were detdiled in the auditors’ report dated 31st October, 2000
issued by certified public uccountunts other than Arthur Andersen & Co in respect of the finunciul yeur
ended 31st Murch, 2000 und further expluined in Note 37 of the uccompunying finunciul stutements. As u
result, there are possible misclussifications of the compuarative amounts us shown in the consoliduted
financial statements. No adjustments have been made in the current year in respect of the compurative
figures which are stuted at their previously reported umounts.

Arthur Andersen & Co
Certified Public Accountants

Hony Kony
13th July, 2001




