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Dear Shareholders,

On behalf of the Board of Directors of Kenfair International
(the “Board of Directors”), | am pleased to report the results
of the Group in the fiscal year 2004. Our results for the
year reflect not only the significant achievements we made
in our flagship trade fairs and exhibition-related services,
but also our steady progress as a result of strategic business
breakthroughs.

In fiscal year 2004, we recorded a revenue growth of 26%,
with the total revenue reaching HK$228,352,000. Profit
attributable to shareholders amounted to HK$32,246,000
and earnings per share were HK15 cents. We have secured
profit although the Group incurred amortisation and
depreciation in the amount of HK$10,456,000 in the current
financial year including the paid professional services to
assist the development of the Group and several intangible |
assets acquired in prior years. With the completion of these .

initiatives and projects in the near future, instead of incurring MANAGING DIRECTOR
further expenses, the Group expects to reap benefits from Mr Cheung Shui Kwai

them in the year to come. As only non-cash expenses were
incurred in current year, the Group’s cash position remains
strong and healthy as at the year ended.
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DIVIDEND

The Board of Directors proposed the award of a final dividend of HK8.0 cents per share for the year ended 31 March 2004. Subject to the
approval of the shareholders in the forthcoming annual general meeting, the dividend will be paid on or before 3 September 2004 to the
shareholders of Kenfair International whose names appeared on the register of shareholders as at 28 August 2004. The register of
shareholders of Kenfair International will be closed from 24 August 2004 to 27 August 2004, both dates inclusive. Together with the interim
dividend of HK9.0 cents per share, the total dividend for the year will be HK17.0 cents. This represents a dividend yield of approximately
13.1% based on the closing price of HK$1.30 per share as at 27 July 2004.

2
EESEZORRRBEZ2004FIANALEFERPEERS.08M - FHBBT2BAFRRAS LERFEE  REKN2004F9A3A R 2AT@2004F

8H28H BIINERBEKRRRAMLE 2 RFIKE - BEERKEN2004F8H240F2004F8A27TH (BRERMR)EFEHERRELTFE - ERSIREMNF
HMREERI.0B - 2FREH17.08M © R20045F7A27HURHESRI10ETHE  IREXHNB13.1%

“SSME 4 Annual Report 2004



BUSINESS REVIEW

Despite the adverse impacts on the economy of the sudden outbreak of Severe Acute Respiratory Syndrome (“SARS”) in the first half of the

financial year, Kenfair International, as one of the leading trade fair organizers in Hong Kong, continued to actively explore new exhibition
themes and look for new markets in the past year. Funds and resources were injected into feasibility study on potential new fairs, including a
public show in Hong Kong. However, visitors to public shows in Hong Kong are often less likely to attend the same show every year.
Heeding the market situation and its obligation to ensure visitor attendance at certain levels, Kenfair International, as a responsible fair
organizer, decided to cancel the new public show in Hong Kong.

Kenfair International instead focused its efforts during the year on its established trade exhibitions and new public exhibitions overseas. We
are pleased that all the trade fairs listed below were successfully held during the year.
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October Shows (HongKong)

The annual highlights on our event calendar are the Hong Kong International Toys & Gifts Show and Asian Gifts Premium & Household
Products Show, which are collectively known as the “October Shows”. The 2003 session of this mega show, which has been endorsed by The
Global Association of the Exhibition Industry (“UFI”) as an “Approved Event” was held between 21 and 24 October 2003 at the Hong Kong
Convention and Exhibition Centre (“HKCEC”). It was the largest toys, gifts, premium and household products trade fair of its kind in Asia
during the post-SARS period.

The 2003 event attracted a record high of 60,417 buyers, and Kenfair International used up all possible space available at the HKCEC to
house the historical high number of 4,666 booths occupied by 3,049 exhibitors. Furthermore, by late November 2003, booths for the next
October Shows to be held between 20 and 23 October 2004 were already all booked.

About 1,000 companies are currently on the waiting list of booth allotment for the 2004 October Shows. The overwhelming response from
exhibitors not only testifies to the premier position of the October Shows in the exhibition industry but also encourages us to combine the
October Shows and ASIANA into a two-part mega show dedicated for toys, gifts, premium and household products. The October Shows will
be Part One of the mega show and ASIANA will follow a few days later as Part Two of the show.
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ASIANA (Hong Kong)

Dedicated to creating more business opportunities for Hong Kong and Asian manufacturers,
we launched a new trade exhibition in Hong Kong with a brand new theme, named ASIANA,
between 29 and 31 October 2003 at the HKCEC.

ASIANA was the first ever trade fair solely for the finest Asian-made high-end products in the region.
Its phenomenal debut was marked by the participation of 777 suppliers in 914 booths and the impressive attendance of
11,815 local and international buyers from the apex of the global merchandising community.

The successful launch of ASIANA evidenced the Group’s sharp strategic vision, and created an additional income stream for the Group.

The 2nd edition of ASIANA will be held between 28 and 30 October 2004. To offer global buyers an even wider range of products, from
both the high-end and the reasonably-priced segments, ASIANA will be repositioned in 2004 as a continuation of the Group’s flagship
October Shows. ASIANA - Mega Show Part Two, with the number of booths expected to exceed 1,200, will follow the October Shows -
Mega Show Part One a few days later to showcase all kinds of top-notch products from manufacturers worldwide. The strategic blending of
these two trade fairs will no doubt further enhance the strengths of both shows, and ultimately becomes a constant income stream for the
Group.
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Asia Expo (London)
The Asia Expo in London was inaugurated in 2001 to realize our vision of assisting Asian manufacturers to tap the European market. Over
merely four years, Asia Expo has established an outstanding reputation among European buyers.

In addition to tremendous acclaims from Asian manufacturers and European buyers, Asia Expo, the largest exhibition for Asian products in
the United Kingdom {“U.K.”), was accredited as an “Approved Event” by UFI last year.

The 4th edition of Asia Expo was held between é and 9 February 2004. A congregation of 11,280 international buyers, a majority of whom
from the UK., visited the show. The event received support from 851 Asian exhibitors taking up 948 stands. Many exhibitors and global
buyers have shown keen interest in coming back to the 2005 show soon after the 4th Asia Expo closed.

The 2005 session will be held between 3 and 5 February 2005 at the Grand Hall Olympia, London, expecting to present more than 1,000
booths.
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The highly successful model of the Asia Expo in London was emulated at the Group’s
second overseas trade exhibition, the Kenfair Asian expo, Las Vegas.

The 1st Kenfair Asian expo was staged between 13 and 15 August 2003 at the Mandalay
Bay Convention Center, which is one of the largest and newest exhibition venues in Las

Vegas, the United States (“U.S.”). The three-day event recorded an attendance of
6,698 volume buyers who came to see the best offers of 404 Asian manufacturers in
428 booths.

The great success of the inaugural event enabled the Group to establish a strong
foothold in the U.S. exhibitions market. Equally important, the Kenfair Asian expo has
opened the door to the world’s largest market for many Asian manufacturers.

The 2nd Kenfair Asian expo will be held between 17 and 19 August 2004 and expanded
to include about 600 booths.
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MegAsia

Covering major categories of toys, gifts, premium and household items, the MegAsia magazine has

been successfu”y posiiioned as a premier trade pub|ic0fion to serve both Asian supp|iers and

global buyers. It is preliminarily published on a bi-annual basis in February and October each

uide For Aslan General Merchandise |

year. Each issue of the magazine is packed with the latest industry issues, product trends, trade

show information, in-depth company interviews and hundreds of pages of suppliers’ product j B of Asiers

advertisements. Since last summer, we have also published a special supplementary edition in July "!deww’:*

to provide timely market updates and product information to our readers.

Apart from sending complimentary copies to target buyers in the Group’s database, the magazine
is also widely available for trade buyers at the Group’s exhibitions and at many other international
trade shows we join as an exhibitor.

Since its inaugural issue, MegAsia has been generating overwhelming advertising response from
the industry. An impressive total of 1,307 advertising bookings were recorded for the four regular

e
issues published in the past two years. Except for bulk printing, all editorial artwork production and it

A many more....

logistic procedures are handled by the Group’s internal editorial and design departments. The
arrangement helps increase the cost-effectiveness and maximize the revenue input from this stream
for the Group. In view of the vast advertising market potential for the magazine, the Group is considering increasing the publication
frequencies and developing other new titles in the years ahead.
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Kenfair Travel Limited {“Kenfair Travel”) was set up as a subsidiary of the Group

in 2003, and successfully obtained a travel licence in the same year. @ Kenfqlr Travel Limited

(A subsidiary of Kenfair International {Holdings) Limited)

Sharing the Group’s corporate mission, Kenfair Travel provides one-stop value
adding services that address all travel related needs of exhibitors and buyers
participating in the Group’s overseas trade fairs. Last year, our hotel and travel
packages were selected by over 550 exhibitors of Asia Expo, London and more
than 350 exhibitors of Kenfair Asian expo, Las Vegas.
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Kenfair Travel also offers comprehensive travel services, such as hotel accommodation, transportation, ticketing and tour organization, to
regional manufacturers, international buyers and visitors coming to Hong Kong to attend conferences, corporate meetings, or simply for
leisure. In October 2003, Kenfair Travel also commenced its hotel reservation service for participants of the Group’s October Shows. Last
year, Kenfair Travel handled over 2,500 hotel room bookings.

Kenfair Travel is a solid manifestation of the Group’s move to diversify its business scope and generate new streams of returns.
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Kenfair.com —
The revamped Kenfair.com celebrated its first anniversary at the Group’s flagship —
October Shows 2003 held between 21 and 24 October 2003. Nearly 2,000 keen buyers
and suppliers immediately signed up on the spot as members during the mega event. Since
its launch, the portal’s memberships have soared to over 11,000 in just a year and a half.
Most importantly, among other prominent members there are about 400 “Big Buyers” members ™
{with annual sales volume valued over US$50,000,000). These impressive figures exemplified

the promising value of this multi-facet cyber platform for the Group. During the year, the e-Commerce

—
——

platform was acquired by the exercise of the exchangeable note.

To help buyers and manufacturers identify their potential business associates, an “Instant Inquiry” function has recently been installed in the
portal to facilitate spontaneous communication between members. Besides, comprehensive information of upcoming global trade shows on
toys, gifts, premium and household products is also provided on the brand new “Worldwide Trade Show Calendar” in the portal.

During the fiscal year, we have implemented our dynamic localization strategy starting in Beijing, China to capture the exponential growth
potential for local members. Kenfair.com has also effectively boosted the interest of prospective exhibitors and buyers in the Group's trade
shows. Its pervasive online outreach capabilities have greatly augmented the Group’s position as a leading trade show organizer in the
global arena. We strongly believe that Kenfair.com is on the right track to become the premier e-Commerce platform and continues to serve
as a lucrative source of revenue for the Group.
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OUTLOOK

Trade exhibitions play a vital role in facilitating international trade in many countries. To strive for excellence, Kenfair International remains
committed to achieving its business goals by:

1. Opening up new markets and exploring new exhibition themes; and

2. Establishing a network of strategic partners worldwide.

RE

ESREEERELRSARENE ST ENRBRBENAL - NBRE BB RBENRRERBERRERE U THA BEAE
1. BENTE RREEM

2. RUMK HREAK

Opening up new markets and exploring
new exhibition themes

Beijing and Shanghai, China ,
Kenfair International is geared up to expand our exhibition business to two |
major cities in China — Beijing and Shanghai. Our subsidiary in Beijing,
Kenfair Capital (Beijing) Exhibition Management Co., Ltd. is actively conducting
market research on the feasibility of hosting exhibitions in Beijing. Kenfair
International has plans to launch new fairs in the capital of China with &

themes ranging from toys, gifts, premium and household products to kids
products in the coming years.

Meanwhile, with the implementation of CEPA between China and Hong Kong, Kenfair International, the first CEPA-qualified trade fair
organizer in Hong Kong, has set up a subsidiary in Shanghai to collect market intelligence and data on Chinese buyers and manufacturers
to assist the Group in preparing for launch of new shows in China.

Our professional teams in Beijing and Shanghai are also providing comprehensive after-sales and general enquiry services for our trade
shows.
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Western China

Besides investing in Beijing and Shanghai, Kenfair International also plans to expand its business to Western China — a region identified by
the Chinese government for focused development and economic growth. Funds and resources have been allocated to conduct market
research and feasibility study on launching a new trade fair there. Memorandum of Understanding has been signed and negotiations
between Kenfair International and relevant parties are underway.
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Bangkok, Thailand

Kenfair International also intends to launch the Asian Gems and Jewellery Show in
Bangkok of Thailand, the region’s hub for the manufacturing and export of gems and
jewellery. During the year, Kenfair International continued to negotiate, and frequently
updated and exchanged views with relevant trade associations in Thailand on the
show’s format and logistic arrangements. Details of the show will be announced once
they are confirmed.
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Establishing a network of strategic partners worldwide

To further expand our business worldwide, Kenfair International has set up a Research & Development Department and a Business Development
Department. The two departments will focus on helping the Group team up with international strategic and aggressive partners who hold strong databank
of top-quality manufacturers, and establish strong ties with related trade associations or government bodies in countries where our target markets are
located.
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Corporate Governance

Kenfair International believes good corporate governance is crucial for a corporation hoping to achieve business success and long-term
growth. As such, we fully adhere to the Code of Best Practice set out in Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, and other measures recommended to strengthen corporate governance. While rules and regulations
are essential, Kenfair International believes the full measure of a corporation’s credibility resides within the values of that company and its
leaders. Hence, it continues to value and benefit from the governance, counsel and guidance of our directors. All executive directors are
responsible for the day-to-day management of the Group’s operations and they hold regular meetings with senior managers to communicate
and formulate the Group’s overall strategies and corporate policies. Furthermore, the Board of Directors remains vigilant to all situations that
may affect the Group’s finance and shareholders’ interests. The Group is committed to enhancing its overall transparency to the public.

To ensure that the Group's financial policies are implemented diligently, our audit committee meets regularly to review the completeness,
accuracy and fairness of the Group's financial statements. We take the nature and scope of external audit reviews into account to effeciive|y
guide our corporate finance implementations.

EEER

RREABRRERFNEEERDEBRINEZERER - AMN2IRTEBHARZMERAARS LTRAMBFU4ZRERATE  UREAMBERE
BmERNER - REFHRARKAUN  AEANEEERFIBCRNIXEFRTIRMR - FAGTESHABAEEZAREE  TEHESREERE
TE8% BT AEEZRERRERRE - A ESSNERFER  ESSETRYELEAYPERRRAZNER - ZAEATH L@ AREFH
BEERE -

RBIRM-BBRENPBRIE - BMNELZEECHRAAEENT B - BRUMG2ZE - ERRAT - URBRHAEEMNERBAMORS -

Z23ME 44 Annual Report 2004

18



19

Employment, Training and Development

As of today, the Group employs a total of 110 staff members in Hong Kong, Shanghai and Beijing. All employees are remunerated in
accordance with their experience, performance and prevailing industry practices.

The Group also has retirement schemes for staff both in Hong Kong and China. Since 10 April 2002, it has also adopted a share option
scheme. The Board of Directors, at its discretion may grant options to employees of the Group. No option has been granted up to the date of
this annual report.
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Liquidity and Financial Resources

The Group finances its operations with internally generated cash flows. As at 31 March 2004, the Group had cash, bank balances and fixed
deposits of approximately HK$61 million, compared with last year’s approximately HK$51 million. 6,000,000 new shares of Kenfair
International were issued on 1 August 2003 to raise approximately HK$6.6 million for general working capital. Approximately HK$23
million was raised from the placement of 43,160,000 units of warrant on 2 December 2003. The fund raised will be used to explore and
develop new trade shows in Asia, either of new exhibition themes or new locations and to expand the size of existing trade shows and
general working capital.

As at 31 March 2004, the Group’s total listed investment in shares amounted to approximately HK$30 million (2003:Nil). They are
classified into long-term holding for capital growth and short-term holding for profit.

The Group had bank borrowings of approximately HK$8.8 million as at 31 March 2004 (2003: HK$9.3 million), which were secured
mainly by legal charges on certain fixed assets owned by the Group. The Group’s financial position as at 31 March 2004 was satisfactory
with a current ratio of 1.51 (2003: 1.62) and a gearing ratio (total debts to total assets) of 5% (2003: 6%). Both the Group and the
Company had no significant contingent liabilities as at the balance sheet date (2003: Nil). The Group’s cash balances are mainly in Hong
Kong and United States dollars, while borrowings are mainly in Hong Kong dollars. As such, the Group does not have any significant
exposure to foreign exchange fluctuations.
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Conclusion

Riding on its well-established business foundations, experienced management team and sound business plans and strategies, Kenfair
International is committed to realizing its corporate mission of applying the best of its strengths to seize all opportunities for further growth.

On behalf of the Board of Directors, | would like to pay special tribute to all our staff for their extraordinary efforts and commitment. Our
staff has made the tremendous contribution to all of our exhibition services. | am sure our pioneer position in the exhibition industry will
continue to be enhanced by their consistent and concerted efforts and valuable input.

=
Cheung Shui Kwai

Managing Director
Hong Kong, 27 July 2004
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