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AUDITORS’ REPORT ¥ R AT R & &

CCIF

CCIF CPA Limited
37th Floor, Hennessy Centre
500 Hennessy Road
Causeway Bay, Hong Kong

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
CIL HOLDINGS LIMITED
(INCORPORATED IN BERMUDA WITH LIMITED LIABILITY)

We have audited the finunciul stutements on puyes 23
to 75 which huve been prepured in uccordunce with
uccounting principles yenerdlly uccepted in Hony Kony.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

The directors ure respohnsible for the prepurution of
finunciul stutements which give d frue und fuir view. In
prepuring finunciual stutements which ygive d tfrue und fair
view it is fundumentul thut gppropriate uccounting

policies ure selected und upplied consistently.

It is our responsibility to form un independent opinion,
bused on our uudit, on those finuncial stutements und fo
report our opinion solely to you, us u body, und for ho
other purpose. We do hot ussume responsibility fowards
or uccept liubility to uny other person for the contents of

this report.
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BASIS OF OPINION

We conducted our uudit in uccordunce with Stutements
of Auditing Stundurds issued by the Hohy Kony Institute
of Certified Public Accountunts, except that the scope
of our work wus limited us expluined below.

An dudit includes exuminution, on u test busis, of
evidence relevunt fo the umounts and disclosures in the
finunciul statements. It dlso includes un ussessment of
the sighificunt estimutes und judyements mude by the
directors in the prepurution of the finunciul statements,
und of whether the uccounting policies ure dppropriute
to the circumstunces of the Compuhny und the Group,
consistently upplied und udeyuutely disclosed.

We plunned our uudit so us to obtuin dll the informution
und explunutions which we considered hecessury in order
to provide us with sufficient evidence to yive reusonuble
ussurunce us to whether the finuncial statements ure free
from muaterial misstatement.

However, the evidence avdiluble to us wus limited us

expluined below:

(@D We druw your uttention to the fuct that our
auditors’ reports for the yeur ended 30 June 2003
duted 31 Murch 2004, stuted thut we were unuble
to form un opinion on the finunciul stutements due
to the possible effect of the limitation in evidence
avuiluble for uudit purposes. Any udjustments
found to be hecessury to the respective openinyg
bulunces of the net liubilities of the Group und
the net ussets of the Compuny would have u
cohseyuentiul effect on the results of the Group
und the Compuny for the yeur ended 30 June
2004.
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BASIS OF OPINION (Continued)
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Included in prepuyments, deposits unhd other
receivubles wus un unsecured umount of HK$98
million due from u debtor. The Compuny hus
initiuted legul proceedinys uyuinst the debtor for
the recovery of the umount due. The directors of
the Compuny believe that the Compuhny hus u
strong ground to recover the umount due und thus,
no provision hus been mude in the finunciul
stutements. However, upurt from the fully
maunuyement’s representution, we huve been
unuble to curry out uny other procedures we
cohsider hecessury to confirm whether or not this
Any
udjustments to the umount would huve u

umount cun be recoveruble in full.
sighificunt effect on the net ussets of the Group

und the Compuny us ut 30 Juhe 2004 und the
results of the Group for the yeur then ended.

Included in note 30 fo the finunciul stutements,
the Group hud contingent liubilities approximutely
HKS$46 million in respect of disputed cluims uguinst
the Group for outstaunding debts und cluims. There
were ho sufficient information and supportiny
documents uvuiluble for us to ussess the possible
outcome of these disputed cluims. As u result, we
are uhuble to sutisfy ourselves us to the uccurucy
und completeness of the contingent liubilities
disclosed in the finunciul stutements und whether
uny of these disputed cluims should be provided
for in the finuncial stutements. Any udjustments to
these umounts would huve u significant effect on
the disclosure of the contingent liubilities, het ussets
of the Group unhd the Compuny us ut 30 Junhe
2004 und the results of the Group for the yeur then
ended.
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FUNDAMENTAL UNCERTAINTY RELATING TO
THE GOING CONCERN BASIS

In forming our opinion, we huve ulso considered the
udeqyuucy of the disclosures mude in hote 1(b) to the
financiul stutements. The finunciul stutements have been
prepured on u yoinyg concern busis, the vulidity of which
depends upoh the outcome of the contingent lidbilities
us disclosed in hote 30 to the finunciul statements und
the future funding beiny avuiluble. The finunciul
statements do not include uny udjustments that muy result
from the fuilure to obtuin such funding fo enuble the
Group to continue us u goiny concern. We consider thut
uppropriute disclosures huve been mude in the financiul

statements und our opinion is hot gudlified in this respect.

In forming our opinionh we ulso evuluuted the overudll
udeyuucy of the presentution of informution in the
finunciul stutements. We believe our uudit provides u
reusonuble busis for our opinion.

QUALIFIED OPINION ARISING FROM
LIMITATIONS OF AUDIT SCOPE

Except for uny adjustments that might have been found
to be hecessury hud we been uble to obtuin sufficient
evidence on the mutters, us set out in the busis of opinion
section, concerhing the openinyg bulunces of the net
liabilities of the Group unhd net ussets of the Compuny
brought forward from the prior yeur, the aumount due from
u debtor und contingent liubilities in respect of the
disputed claims, in our opinion the finunciul stutements
give u true und fuir view of the stute of the uffuirs of the
Compuny und of the Group us ut 30 Juhe 2004 und of
the loss und cush flows of the Group for the yeur then
ended und have been prepured in uccordunce with the
disclosure requirements of the Compunies Ordinunce.
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QUALIFIED OPINION ARISING FROM HERZGERHNEEZREER
LIMITATIONS OF AUDIT SCOPE (Continued) (%)

In respect ulone of the limitution onh our work reluting to ERAZEM RS (MAREERRZERE
the mutters us set out in the busis of opinion section of —HEiFTE) -
this report:

(1)  we huve not obtuined ull the informution und M EEWARDNBEERAERIENRSE
explunations that we considered necessary for the ZEHERNREM®L &

purpose of our uudit; and

2 we were uhuble to determine whether proper @) EEXRKEEEAREEEZCRER

books of uccounts huve been kept. BRHE -
CCIF CPA Limited RESSTHEEMERLA
Certified Public Accountunts HESTE
Honhy Kony, 29 October 2004 BB —EETNF+A=-+NAH
Chan Wai Dune, Charles P& # o
Pructising Certificute Number P00712 HEFHERPO0712
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