REPORT OF THE AUDITORS

Ell ERNST & YOUNG
B R & W F B O

To the members
Shougang Concord International Enterprises Company Limited
(Incorporuted in Hohy Konhyg with limited liability)

We have audited the finunciul stutements on puges 30 to 85 which have been prepured in
uccordunce with uccounting principles yenerully uccepted in Hony Kony.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Compunies Ordinunce reqyuires the directors to prepuare financiul statements which
give u frue und fuir view. In prepuring financial statements which ygive u true und fuir view
it is fundumental that appropriate accounting policies ure selected und upplied consistently.
It is our responsibility to form un independent opinion, bused on our uudit, onh those
stutements und to report our opinion to you.

BASIS OF OPINION

We conducted our audit in accordunce with Stutements of Auditing Standards issued by
the Hong Konyg Society of Accountants. An audit includes an examinution, on a test basis,
of evidence relevunt to the umounts und disclosures in the finunciul stutements. It dlso
includes un ussessment of the signhificunt estimutes und judyements mude by the directors
in the prepuaration of the finunciul statements, and of whether the accounting policies are
appropriate to the Company’s und the Group’s circumstances, cohsistently applied and
udeyuutely disclosed.

We pluhned und performed our uudit so us to obtuin dll the informution und explunutions
which we considered necessury in order to provide us with sufficient evidence to yive
reusonuble ussurunce us to whether the financial stutements ure free from muteriul
misstutement. In forminy our opinion we ulso evuluuted the overdll udeyuucy of the
presentation of information in the financial statements. We believe that our audit provides
u reusonuble busis for our opinion.

OPINION

In our opinion the financiul stutements give u tfrue and fuir view of the state of uffuirs of the
Compuny und of the Group us ut 31 December 2000 und of the loss und cush flows of the
Group for the yeur then ended und have beeh properly prepdared in accordance with the
Compunies Ordinunce.

Emnst & Young
Certified Public Accountants

Hony Kony
19 April 2001
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