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Dear Shareholders,

To Kenfair International (Holdings) Limited (“Kenfair
International” or the “Company” and together with its
subsidiaries, the “Group”), fiscal 2006 was a year of challenges
and opportunities. During the year, the Group’s professional
trade fairs and flagship trade publication, web portal and travel
services continued to enjoy synergy.

Although the Group recorded a net loss of approximately
HK$32,200,000 for the year ended 31 March 2006, in addition to
therelief of the amortization burden for captialised development
cost for the future, the investment it made has paved the way for
development of its business in the years to come.

I am highly confident that Kenfair International, with its
sound business model, strong financial resources, excellent =
management capability and professional staff, will continue to  cHAIRMAN EfE

maintain its leading position in the local exhibition industry. g
Mr. Ip Ki Cheung 4SS 4
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Industry Overview

Experienced exhibition and convention specialists, world-class hotel facilities and comprehensive transport links have kept Hong Kong, Asia’s trade fair
capital, at the leading edge of exhibition services. According to Hong Kong Exhibition and Convention Industry Association’s figures, exhibitions staged
in Hong Kong in 2004 catered a total of 39,517 exhibiting companies and received approximately 3,600,000 international visitors, translating into a
handsome income of HK$19 billion to Hong Kong.

To further enhance the city’s capability to host first-class international exhibitions amid keen competition from other Asia Pacific cities, the AsiaWorld-Expo
began operation in the first quarter of 2006, and the Hong Kong Convention and Exhibition Centre (“HKCEC”) will complete expansion by the year of 2008.
Adding more exhibition space in Hong Kong, these projects will give local exhibition organizers ample room to grow.
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Kenfair International

Kenfair International has been steadfastly realizing its mission to serve as “a gateway to achieve business opportunities” for Asian manufacturers and
international buyers. During the year, the Group presented its “Mega Show” series, “Asia Expo” series and a brand new exhibition named Hong Kong
Spring Fair in Hong Kong and overseas to serve as cost-effective business platforms for exhibitors and buyers to find business associates, market products
and source goods. The Group also continued to provide a comprehensive range of exhibition-related services including a trade magazine, a trade portal
and travel services to add value to its core trade fair business.
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Trade Exhibitions

Hong Kong

“Mega Show"” series ~ Mega Show Part 1

The UFl-approved Mega Show Part 1 (“Hong Kong International Toys & Gifts Show” and “Asian Gifts Premium & Household Products Show”) entered its
14th successful year in October 2005. With the Mega Show’s venue extended from the HKCEC to the Tamar Site, one of the landmarks in Hong Kong, the
2005 Mega Show Part 1 housed 3,715 exhibitors from 36 countries and regions in a record high of 5,384 booths. It was Asia’s largest trade fair for toys,
gifts, premium and household products, and also the largest-ever trade fair in Hong Kong.

Moreover, the Group formed a strategic media partnership with Alibaba.com, China’s leading e-commerce company, to particularly promote the 2005
Mega Show Part 1. With Alibaba.com promoting Mega Show Part 1 in its trade portal and the Group’s massive publicity investment, the 4-day mega event
drew a record 66,465 international buyers, representing a 4% increase in buyer attendance over the 2004 edition.

“Mega Show"” series ~ Mega Show Part 2
Just a few days after Mega Show Part 1, the Group opened Mega Show Part 2 in the HKCEC.

Positioned as the continuation of Mega Show Part 1, Mega Show Part 2 featured a wide array of Asian-made toys, gifts, premium and household products
from 709 exhibitors in 821 booths. With the hottest products on display, the event rendered a premier sourcing platform in the last sourcing season of the
year for 14,357 international buyers.

2005 was on especially meaningful year special to the “Mega Show” series. The first part of the series had became the largest-ever trade fair in Hong Kong,
and the second part of the series had formally accredited as an “UFl-approved event” by the Global Association of the Exhibition Industry (“UFI”).

The Group will continue its dedication and efforts to make the “Mega Show” series enjoying international recognition and becoming the world’s best trading
platforms for the toys, gifts, premium and household products industries.
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Hong Kong Spring Fair

Besides the “Mega Show” series, the Group also launched a brand new trade exhibition known as “Hong Kong Spring Fair” during the year. As the very
first trade exhibition at the AsiaWorld-Expo, the 1st Hong Kong Spring Fair was also the city’s first-ever trade fair covering a full range of light-industry
products such as toys, gifts, premium, handicrafts, watches and clocks, custom jewellery, apparel and accessories, tableware, home appliances and other
household products.

Running for four days from 10 to 13 January 2006, the 1st Hong Kong Spring Fair housed 991 Asian suppliers in 1,187 booths, and attracted a total of
10,710 buyers from around the globe .
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Overseas

Asia Expo - Shanghai

Since 2001, the Group has been actively developing new markets worldwide. The Group launched the “Asia Expo” exhibition brand in London in 2001, with
the vision of assisting Asian suppliers in tapping overseas markets. Asia Expo — Shanghai was one of the new additions to the “Asia Expo” series during the
year. Launched in April 2005, the brand new event gathered over 180 exhibitors in more than 220 booths and brought in over 5,000 international buyers.

Despite the remarkable participation and attendance achieved, the 1st Asia Expo — Shanghai was unable to generate satisfactory profit for the Group.
After careful consideration of the board of directors of the Group (the “Board”), the event was put on halt. The Group will apply the useful experience it
gained from developing the show in exploring other potential exhibition projects in China.

Asia Expo - Poland

The st Asia Expo — Poland was the second new show added to the “Asia Expo” series during the year. Held in June 2005, the 3-day event, featuring 431
booths and attracting over 4,300 international buyers, helped 400 Asian suppliers tap the huge Eastern European market. The second event was held from
6 to 8 June 2006 with 483 booths displaying in front of 4,037 international buyers.

Kenfair Asian expo

In August 2005, Kenfair International launched the 3rd Kenfair Asian expo in Las Vegas, the United States. Gathering 418 exhibitors in 443 booths and
attracting 6,859 international buyers, the 3-day event fortified its position as the most direct sourcing platform in the United States for Asian-made toys,
gifts, premium and household products.

Asia Expo
The first trade exhibition in the Group's “Asia Expo” series, Asia Expo was held for the sixth time in February 2006 in London with great success, participated
by 606 exhibitors marketing their goods in 647 booths and 8,605 buyers sourcing at the event.

Positioned as one of the largest trade fairs for Asian-made toys, gifts, premium and household products in London, Asia Expo will turn a new page in 2007,
as it will expand and be staged at the Grand Hall and National Hall of Olympia Exhibition Centre, London.
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Exhibition-related Services

After a few years of robust growth, the Group’s exhibition-related business, including MegAsia, www.kenfair.com and Kenfair Travel Limited, continued to
bring in stable incomes for the Group during the year. More importantly, these three components have been ideal complements to the development of the
Group's core trade fair business. With them boasting strong track record in the past few years, Kenfair International has every confidence in its capability
to provide the exhibitors and buyer communities with complete exhibition services.

Future Opportunities

Looking chead, the Group will persisently explore new opportunities in Hong Kong and expand its market reach to China and overseas. Besides co-

organizing the 1st Hong Kong International Furniture Fair with the Hong Kong Trade Development Council (“HKTDC”) in October 2006, the Group will
investigate the feasibility of staging trade shows in southern China, Macau, Middle East and various parts of Europe. Moreover, the Group will continue
to work closely with its existing strategic partners, including Alibaba.com and Cathay Pacific Airways Limited, to maximize global visibility of its shows
and offer special travel packages to privileged exhibitors and buyers.

Appreciation

On behalf of the Board, 1 would like to express my heartfelt thanks to our shareholders, customers and suppliers for their continued support fo the Group. More-
over, | would like to thank all staff of the Group for their tremendous efforts and contributions. With a focused senior management team and a professional
operation team, | believe the Group will succeed in redlizing its business goal and create significant value for its shareholders in the coming years.
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Ip Ki Cheung

Chairman

Hong Kong, 14 July 2006
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