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Independent 
Auditor’s Report 
to the Members of  
CIEL Limited (cont’d)

Report on the audit of the Financial Statements (Continued)

Key Audit Matters (Continued)

1. Land and Buildings and Investment Properties

Key Audit Matter

Land and buildings and investment properties are carried at fair value.  The fair value is determined by 
directors subsequent to valuation carried out by external valuers. Fair value is a significant accounting 
estimate and involves a range of judgemental assumptions. The significance of the land, buildings 
and investment properties on the statement of financial position and the estimates and judgements 
applied in assessing the fair values resulted in them being identified as a key audit matter.

Related Disclosures

Refer to notes 2(a), 4 and 5 of the accompanying financial statements.

Audit Response

Our audit procedures included testing of design, existence and operating effectiveness of internal 
control procedures implemented as well as test of details to ensure completeness, reliability and 
accuracy of the carrying values of the land and buildings through the following:
• Ensured the estimated remaining useful lives and residual values of land and buildings are 

reasonable through discussion with the independent valuer.

• Reviewed the Group’s depreciation policy for buildings and verified the inputs to the 
calculation.

• Performed predictive tests on depreciation charge.

• Checked consistency and reasonableness of the component allocation with previous years.

We tested the key inputs to the valuation of the Group’s land and buildings and investment 
properties as follows:
• Assessment and discussion of management’s process for the valuation exercise and 

appointment of the external valuers. We also assessed the competence, independence and 
integrity of the external valuers.

• Obtained the external valuation reports and discussed with the external valuers about the 
results of their work on a sample of properties. We discussed and challenged the valuation 
process, significant judgments and assumptions applied to the valuation model. We 
benchmarked and challenged the key assumptions to external industry data where available.

2. Recoverability of Goodwill

Key Audit Matter

Management tests goodwill for impairment annually and whether there are indications of 
impairment. The major component of the goodwill is from the hotel segment which accounts 
for approximately 63% of the goodwill figure. This test and assessment are largely based on 
management expectations and estimates of future results of the cash generating units extrapolated 
on the basis of long term revenue expected growth rates and assumptions with regard to terminal 
values and discount rates.  We focus on this area due to the complex judgements and estimates 
applied in carrying out the impairment test. 

Related Disclosures

Refer to notes 2(a) and 6 of the accompanying financial statements.


