Report of the Auditors
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TO THE SHAREHOLDERS OF NAM FONG
INTERNATIONAL HOLDINGS LIMITED
{Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 30 to 80 which
have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Companies Ordinance requires the directors to prepare 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.

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

Basis of opinion

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

An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also
includes an assessment of the significant estimates and judgements
made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the
circumstances of the Company and the Group, consistently applied
and adequately disclosed.

We planned our audit so as to obtain all the information and
explanations 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.
However, the evidence regarding the properties held for/under
development available to us was limited. Included in the consolidated
balance sheet are investments in properties held for/under
development with total carrying value of HK$960,075,000. The
investments relate to the acquisition of the land use rights for a
number of land sites within the Guangdong Province for various
property development projects. As explained in note 13(b) to the

Nam Fong International Holdings Limited Annual Report 2000

BELEBRERERAA
EEER
(REREZMALZHRLA])

AZEEE TR EZEI0ZE80E 2 B 3R
& RENERENRBREELREEAZE
FRARE -

ESREBMEEZEE

EELRGDIREESARHEERLF 2
BBRE - ARREZZEERLTFZHBR
S ERVARMEE CEFEE LB
ERERZEEFECE

ARBMcEERBREERZER  HRSE
BHREFELBUER  AABRERRS

RRzER

AGEMEEREESHAEMER &
BERETERTE EIHREEDNIET
Xtz R o

ERBERENMENAEREMBREM
BEERBERRAURE  TRETE
EENREMBMEEMEL 2 EXfAFHA
HE MERZEHEERTES BEAF
H BREEZARER RETEAEAL
RAREZFEFECE

AEEMAREEZ TN  HUMBEHE
AEEMABLEZENKEBAEE I
BEGRDRE NuSHBREREHER
EAERRL  FHAEZHETE - AW &
CERMYESERRAFERBERTYEN
BEEMRY - BREERAEEEERTHE
BEZR/ZABTYEMNREE0,075,000
BT o REREDURERE ARE L E
AEAEDEZENER - REBRENE
13(b)FTERE - L HHEERI LK
AR/SERNROIEEMAENSHE B




Report of the Auditors
HBMEEE

financial statements, there are uncertainties regarding the Group's
retention of the land use rights for some of the projects referred to
above and financial penalties thereof as a result of delays in payment
of the land costs and/or delays in development of the related property
projects. The carrying value of these projects as at 31 December 2000
amounted to HK$891,857,000.

We are unable to determine whether the vendors are likely to take
action against the Group in respect of the land use rights for these
projects and/or demand financial penalties thereon. Any adjustments
to the carrying value of properties held for/under development would
have a consequential effect on the loss for the year and net assets of
the Company and the Group as at 31 December 2000.

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 a reasonable basis for our opinion.

Fundamental uncertainty relating to the going concern basis

We have considered the adequacy of the disclosures made in note 2
to the financial statements which explains that in preparing the
financial statements, the directors have given consideration to the
future financing of the Group. As explained in note 2 to the financial
statements, for the year ended 31 December 2000, the Group
incurred a net loss attributable to shareholders of HK$55,954,000. At
the balance sheet date, the Group had overdue bank and other
borrowings of HK$20,676,000.

The financial statements have been prepared on a going concern
basis, the validity of which depends on the timing and funds
generated from the disposal of the Group's properties in the future.
The financial statements do not include any adjustments that would
result from the failure of raising this funding. We consider that
appropriate disclosures have been made and our opinion is not
qualified in this respect.
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Qualified opinion arising from limitation of audit scope

Except for any adjustments that might have been found to be
necessary had we been able to obtain sufficient evidence concerning
the carrying value of properties held for/under development, in our
opinion the financial statements give a true and fair view of the state
of affairs of the Company and of the Group as at 31 December 2000
and of the Group's loss and cash flows for the year then ended and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

RSM Nelson Wheeler
Certified Public Accountants

Hong Kong, 28 June 2001
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