| am pleased, on behalf of the board of directors of I-Wood
International Holdings Limited (the ‘“Company’’) and its
subsidiaries (the ""Group'’), to report to the shareholders the

audited results of the Group for the year ended 30 June 2003.

BUSINESS REVIEW AND PROSPECTS
For the financial year ended 30 June 2003, the Group's

consolidated turnover decreased by 6.6% to approximately
HK$141 million when compared to HK$151 million for the fifteen
months ended 30 June 2002. It is mainly due to the disposal of
all of its furniture manufacturing and trading operations and the
full year revenue contribution from provision of the passenger
cruise ship services in the South-eastern China. The passenger
cruise ship services have been provided through its subsidiary,
Pacific Cruise (Hainan) Limited, which owns and operates Ming
Fai Princess, a passenger cruise ship providing passenger cruise
ship services between Haikou in Hainan, the PRC, via Beihai in

Guangxi, the PRC, to Halong Bay in Vietnam.

Due to the continuous strong growth of the PRC economy and
the ever-increasing standard of living in the PRC, the Group
recorded a strong demand for the passenger cruise ship service
of the Group. Notwithstanding the outbreak of Severe Acute
Respiratory Syndrome, the Group recorded a profit attributable to
shareholders of HK$15,954,000 for the financial year ended 30
June 2003 when compared to a loss of HK$26,829,000 reported
for the fifteen months ended 30 June 2002.

During the year under review, the Group has suspended its
manufacturing activities after the disposal of its furniture
manufacturing and trading operations. The investment strategy of
the Group is, and has always been, to actively pursue, while
being cautious, business and/or investment opportunities that are
PRC-related so as to take advantage of the robust economic
growth of the country. This investment strategy has been proved

to be successful to the Group for the financial year under review.
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We believe that the economic growth of the PRC will continue in
the foreseeable future due to the good performance of its
manufacturing sector. The Group will expand the market share of
this passenger cruise business and continue to pursue its
investment strategy and to identify appropriate business and/or
investment opportunities in the PRC. On the other hand, the
Group will reduce its costs and expenditures in its operation by
strengthening its internal management and implementing a target
management system in its subsidiaries, and to adopt measures

to strictly control all costs and expenditures.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2003, net current assets and net assets of the
Group amounted to HK$29,569,000 and HK$149,706,000
respectively, increased by HK$20,041,000 and HK$17,149,000
respectively as compared to 30 June 2002. The gearing ratio,
which divides the financial indebtedness by the shareholders’

equity, stood at approximately 0.08 as at 30 June 2003.

With respect to foreign exchange exposure, as the Group's
earnings are primarily denominated in Renminbi and the
exchange fluctuation between Renminbi and Hong Kong dollar
was steady during the year under review, it has no significant
exposure to foreign exchange rate fluctuations. During the year
under review, the Group has not used any financial instruments
for hedging purposes.

There were no significant capital commitments as at 30 June
2003 which would require a substantial use of the Group's

present cash resources or external funding.

HUMAN RESOURCES
As at 30 June 2003, the Group employed 9 and 392 full-time staff

in Hong Kong and the PRC respectively. The Group remunerates
employees based on their performance, experience and
prevailing industry practices.
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DISPOSAL OF SUBSIDIARIES

On 31 October 2002, the Group disposed of its shares in its then
subsidiaries, Foundation Cast Limited and Ambro Investment
Limited, and hence discontinued its furniture manufacturing and
trading operations with the dividends, benefits and other rights
accruing thereto with effect from 1 July 2002 at a consideration
of HK$46,000,000.

BANKING FACILITIES AND PLEDGE OF ASSETS

As at 30 June 2003, there were no banking facilities granted and

assets pledged.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to
express gratitude to our shareholders, customers, banks and hard
working colleagues for their support and contributions to the
Group during the year.
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Wu Yijian

Chairman

27 October 2003
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