REPORT OF THE AUDITORS

TO THE MEMBERS OF PREMIUM LAND LIMITED
(incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 40 to 126
which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Company's directors are responsible for the preparation of
financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view it is
fundamental that appropriate accounting policies are selected and
applied consistently, that judgement and estimates are made which
are prudent and reasonable and that the reasons for any significant
department from applicable accounting standards are stated.

It is our responsibility to form an independent opinion, based on
our audit, on those financial statements and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants, except that the scope of work was limited as
explained below.

An audit includes examination on a test basis, of evidence to the
amounts and disclosures in the financial statements. It also includes
an assessment of the significant estimates and judgments made
by the directors in the preparation of financial statements, and of
whether the accounting policies are appropriate to the
circumstances of the Company and of the Group, consistently
applied and adequately disclosed.
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Basis of opinion (Continued) ERWER (&)
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We planned our audit so as to obtain all the information and
explanation which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance as to whether
the financial statements are free from material misstatement.
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However, the evidence available to us was limited as set out below.

1.

Scope limitation - prior year’s audit scope limitation
affecting opening balances

We were appointed as auditors during the current year and
did not report on the financial statements for the year ended
31st March, 2005. Furthermore, the auditors appointed in
respect of the year ended 31st March, 2005 were unable to
form an opinion as to whether the financial statements gave
a true and fair view of the state of affairs of the Company
and of the Group as at 31st March, 2005 and of the loss and
cash flows of the Group for the year then ended because of
the possible effect of the limitations in evidence available to
them. Therefore, we are unable to express an opinion on the
figures brought forward as at 1st April, 2005 and the
comparative figures included in these financial statements.

As explained in notes 2 and 43 to the financial statements
and for reasons relating to current legal proceedings in respect
of MMEERFEFAEHER QA (the “HZHY"), the subsidiary
of the Company, the directors were unable to satisfy
themselves as to whether the following amounts included in
the consolidated balance sheets as at 31st March, 2005 and
31st March, 2006 were free from material misstatement.

— Property, plant and equipment of HK$64,460,000;
— Bank balances and cash of HK$7,217,000;

— Trade and other receivables of HK$4,303,000;

— Trade and other payables of HK$58,545,000;

— Deferred tax liability with nil amount;

— Minority interests of HK$10,241,000.
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Basis of opinion (Continued) BERWER (&)

1.

Scope limitation — prior year’s audit scope limitation
affecting opening balances (Continued)

The property, plant and equipment of the HZHY included a
toll highway with the net book value of HK$63,899,000 which
had been written down by an impairment loss of
HK$200,000,000 during the year ended 31st March, 2005.
The auditors appointed in respect of the year ended 31st
March, 2005 were unable to obtain sufficient information
and explanations to satisfy themselves as to whether the
impairment loss recognised in respect of the toll highway as
determined by the directors and the carrying value of the toll
highway and the associated deferred tax liability were free
from material misstatement. As with previous auditors, the
directors were not able to provide us with sufficient
information about HZHY’s toll highway for us to determine
whether the carrying value of the toll highway shown in note
15 to the financial statements was fairly stated.

Accordingly, we were unable to form an opinion as to whether
the net assets of the Group as at 31st March, 2005, and the
results and cash flows of the Group for the year then ended
were free from material misstatement. Any adjustments to
the opening net assets of the Group would affect the net
loss and cash flows of the Group for the year ended 31st
March, 2006.
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Basis of opinion (Continued) ERWER (&)

2.

Scope limitation — absence of the financial statements
of HZHY for the year ended 31st March, 2006

As explained in note 2 to the financial statements, the
management has been unable to gain access to the books
and records HZHY since July 2005 due to the lack of co-
operation from management of HZHY. As a result, the
consolidated income statement of the Company for the
current year has not incorporated the results of HZHY for
the year ended 31st March, 2006 and the consolidated
balance sheet of the Company as at 31st March, 2006 has
only incorporated the balance sheet of HZHY up to 28th
February, 2005. The directors are unable to satisfy themselves
that the amounts referred to in paragraph 1 above included
in the consolidated balance sheet as at 31st March, 2006
were free from material misstatement. The directors were
also unable to satisfy themselves as to the validity and
completeness of the amounts attributable to HZHY included
in the notes to the financial statements, including but not
limited to the disclosure of commitments, pledge of assets
and contingent liabilities.

Therefore, adequate audit evidence to satisfy ourselves as to
the nature, completeness, appropriateness, classification and
disclosure in respect of the transactions undertaken by HZHY
as included in the Group’s financial statements is not
available. For the same reasons, we have been unable to
satisfy ourselves that (i) whether those disclosures which had
incorporated the amounts referred to in paragraph 1 above
and the corresponding cash flows and operating results arising
from the operations of HZHY which are omitted from the
consolidated cash flow statements and consolidated income
statement respectively, are fairly stated; and (ii) whether those
segmental information disclosures as shown in note 7 to the
financial statements are reliable and adequate.
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Basis of opinion (Continued)

2. Scope limitation — absence of the financial statements
of HZHY for the year ended 31st March, 2006
(Continued)

There were no other satisfactory audit procedures that we
could adopt to satisfy ourselves as to the matters above.
Any adjustments to the figures would have a consequential
effect on the Group's net assets as at 31st March, 2006 and
the loss and cash flows for the year then ended and the
related disclosures thereof in these financial statements.

In forming our opinion we also evaluated the overall adequacy of
the presentation of information in the financial statements. We
believe that our audit provides reasonable basis for our opinion.

Disclaimer of opinion

Because of the significance of the possible effect of the limitations
in evidence available to us referred to in the basis of opinion
section of this report, we are unable to form an opinion as to
whether the financial statements give a true and fair view of the
state of affairs of the Company and the Group as at 31st March,
2006 or of the loss and cash flows of the Group for the year then
ended. In all other respects, in our opinion the financial statements
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance. In respect
alone of the limitations on our work as set out in the basis of
opinion section of this report:

e we have not obtained all the information and explanations
that we considered necessary for the purpose of our audit;
and

e we were unable to determine whether proper books of
accounts had been kept.

Ting Ho Kwan & Chan
Certified Public Accountants (practising)
Hong Kong, 27th July, 2006
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