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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the shareholders of Kader
Holdings Company Limited (the “Company”) will be held at 12/F, 22 Kai Cheung Road, Kowloon
Bay, Kowloon, Hong Kong on Tuesday, 6th June, 2006 at 10:30 a.m. for the following purposes:—

1.  To receive and consider the Audited Financial Statements and Reports of the Directors and
Auditors for the year ended 31st December, 2005.

To elect directors and fix their remuneration.

To appoint auditors and authorise the directors to fix their remuneration.

As special business to consider and, if thought fit, pass with or without amendments, the

following resolutions as Ordinary Resolutions:—

(A) “THAT:-

(a)

(c)

subject to paragraph (b) of this Resolution, the exercise by the directors of the
Company (the “Directors”) during the Relevant Period of all powers of the Company
to repurchase issued shares in the capital of the Company on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) or any other stock exchange on
which the shares of the Company may be listed and recognised by the Securities
and Futures Commission of Hong Kong and the Stock Exchange for this purpose,
and that the exercise by the Directors of all powers of the Company to repurchase
such shares, subject to and in accordance with all applicable laws, be and is
hereby generally and unconditionally approved;

the aggregate nominal amount of shares of the Company repurchased by the
Company pursuant to the approval in paragraph (a) of this Resolution during the
Relevant Period shall not exceed 10 per cent of the aggregate nominal amount of
the share capital of the Company in issue at the date of passing this Resolution
and the said approval be limited accordingly; and

for the purposes of this Resolution:

“Relevant Period” means the period from the passing of this Resolution until
whichever is the earliest of:—

(i)  the conclusion of the next annual general meeting of the Company;
(ii) the expiration of the period within which the next annual general meeting of
the Company is required by the Bye-laws of the Company or any applicable

law to be held; and

(iii) the revocation or variation of this Resolution by an ordinary resolution of the
shareholders of the Company in general meeting.”

KADER HOLDINGS COMPANY LIMITED



KADER HOLDINGS COMPANY LIMITED

Notice of Annual General Meeting (continuea)

(B)

“THAT:-

(a)

(b)

subject to paragraph (c) of this Resolution, the exercise by the directors of the
Company (the “Directors”) during the Relevant Period of all the powers of the
Company to allot and issue shares in the capital of the Company or securities
convertible into such shares, or options, warrants or similar rights to subscribe for
any shares of the Company or such convertible securities, and to make or grant
offers, agreements or options which might require the exercise of such powers be
and is hereby generally and unconditionally approved;

the approval in paragraph (a) of this Resolution shall be in addition to any other
authorisation given to the Directors and shall authorise the Directors during the
Relevant Period to make or grant offers, agreements or options which would or
might require the exercise of such powers after the end of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) by the
Directors pursuant to the approval in paragraph (a) of this Resolution, otherwise
than pursuant to (i) a Rights Issue (as hereinafter defined); or (ii) any option
scheme or similar arrangement for the time being adopted for the grant or issue to
officers and/or employees of the Company and/or any of its subsidiaries of shares
or rights to subscribe for shares in the Company; or (iii) any scrip dividend scheme
or similar arrangement providing for the allotment of shares in the Company in lieu
of the whole or part of a dividend pursuant to the Bye-laws of the Company from
time to time, shall not exceed the aggregate of 20 per cent of the aggregate
nominal amount of the share capital of the Company in issue at the date of passing
this Resolution and the said approval be limited accordingly;

for the purposes of this Resolution:

“Relevant Period” means the period from the passing of this Resolution until
whichever is the earliest of:

(i)  the conclusion of the next annual general meeting of the Company;
(i) the expiration of the period within which the next annual general meeting of
the Company is required by the Bye-laws of the Company or any applicable

law to be held; and

(iii) the revocation or variation of this Resolution by an ordinary resolution of the
shareholders of the Company in general meeting.



Notice of Annual General Meeting (continuea)

“Rights Issue” means an offer of shares open for a period fixed by the Directors to
holders of shares of the Company or any class thereof on the register of members
on a fixed record date in proportion to their then holdings of such shares or class
thereof (subject to such exclusion or other arrangements as the Directors may
deem necessary or expedient in relation to fractional entitlements or having regard
to any restrictions or obligations under the laws of, or the requirements of any
recognised regulatory body or any stock exchange in any territory outside Hong
Kong).”

(C) “THAT conditional upon the passing of Resolutions No. 4(A) and 4(B) set out in the
notice of the meeting of which this Resolution forms part, the general mandate granted
under Resolution No. 4(B) above be extended by the addition of an amount representing
the aggregate nominal amount of shares repurchased by the Company pursuant to and
in accordance with the said Resolution No. 4(A) to the aggregate nominal amount of
shares that may be allotted or agreed conditionally or unconditionally to be allotted by
the Directors pursuant to and in accordance with the said Resolution No. 4(B).”

By Order of the Board
Tang Yu-ming
Company Secretary

Hong Kong, 19th April, 2006

Notes:

(1) A member entitled to attend and vote at the meeting convened by this Notice is entitled to appoint one or
more proxies to attend and, on a poll, to vote in his place. A proxy need not be a member of the
Company.

(2) To be valid, a form of proxy, together with any power of attorney or other authority (if any) under which it
is signed or a notarially certified copy of that power of attorney or authority, shall be deposited at the
principal place of business of the Company at 22 Kai Cheung Road, Kowloon Bay, Kowloon, Hong Kong
not less than 48 hours before the time fixed for holding the meeting or any adjourned meeting.

(3) An explanatory statement giving the details of item no. 4 of this Notice in relation to the proposed grant
of general mandates to repurchase shares and to issue and allot shares of the Company will be sent to
shareholders of the Company together with the 2005 Annual Report.

KADER HOLDINGS COMPANY LIMITED



KADER HOLDINGS COMPANY LIMITED

Chairman’s Statement

| have pleasure in presenting to our shareholders the annual report of Kader Holdings Company
Limited (the “Company”) and its subsidiaries (collectively the “Group”) for the year ended 31st
December, 2005.

On behalf of the Board of Directors of the Company (the “Board”), | am pleased to report that 2005
represented a year of growth for the Company. The profit attributable to shareholders in the
financial year of 2005 is approximately HK$80.35 million, representing a healthy increase of
107.33% over the last year’s restated figure of HK$38.75 million. The Group’s turnover for the
financial year ended 31st December, 2005 amounted to approximately HK$539.81 million,
representing an increase of 7.72% over that reported in the last financial year.

In pursuing a prudent financial management strategy, the Board has resolved not to recommend
any payment of dividend to the shareholders for the financial year under review.

Year 2005 was a fruitful year for Hong Kong’s exporters. The economic recovery continued to gain
momentum. Global economic growth, the continuous bloomy economy in America and Europe, as
well as the vibrant economic growth of the PRC, all contributed to the robust export performance
and thus favorably impact Hong Kong’s economy.

In year 2005, the performance of Hong Kong’s external trade has been exceptionally satisfactory.
Total exports posted a substantial growth of 11.4% in 2005, while real GDP rose by 7.3%. This
remarkable performance was achieved from a sustained growth of private spending and
investment. For 2006, the economic growth is expected to moderate a little bit, but still forecasted
for a 4% to 5% increase in GDP.

The Group has been well benefited from the booming property market in Hong Kong and globally,
in terms of both the rental income improvement and capital appreciation on its investment
properties. The outlook of Hong Kong and global property market is encouraging and we expect the
Group’s financial position will be further strengthened.

Looking ahead, basic local economic conditions are improving; interest rates become stable and
unemployment rate continues to drop gradually. The Financial Secretary has just delivered a fiscal
surplus in his speech made in March 2006. All these bring in promising prospects for
manufacturers, further strengthening Hong Kong’s position as the world’s second largest toy
exporter.

It was with much regret that Mr. Patrick Leung Shing-cheung has resigned as executive director
and company secretary of the Company, effective 4th April, 2006. | would like to express my
sincere thanks to Mr. Leung for his invaluable contribution during his service on the Board. At the
same time, | welcome Mr. lvan Ting Tien-li who has succeeded Mr. Leung to be the executive
director of the Company, and Mr. Tang Yu-ming who has succeeded Mr. Leung to be the company
secretary.

On behalf of the Board, | would like to take this opportunity to express our appreciation to our
employees for their continuing dedication and commitment to the Group. | also take this opportunity
to express our sincere thanks to our customers and shareholders for their invaluable and
continuing confidence and support to the Group.

Dennis Ting Hok-shou
Chairman

Hong Kong, 19th April, 2006



Management Discussion and Analysis

RESULTS

The Board of Directors has much pleasure to announce that the profit attributable to shareholders
in the financial year of 2005 is approximately HK$80.35 million, representing an increase of
107.33% over the last year’s restated figure of HK$38.75 million. The Group’s turnover for the
financial year ended 31st December, 2005 amounted to approximately HK$539.81 million,
representing an increase of 7.72% over that reported in the last financial year.

The profit from operations before tax for the year 2005 amounted to HK$102.42 million, which
included valuation gain of investment property amounted to HK$58.28 million, as compared to last
year’s restated figures of HK$86.97 million and HK$52.76 million respectively. In addition, the
share of profits of associates for the year 2005 amounted to HK$10.89 million, as compared to the
last year’s loss of HK$11.43 million.

During the year under review, though operating conditions remained harsh, the Group succeeded
in achieving a remarkable performance through enhancing its competitiveness in terms of
productivity, quality, reliability and delivery. The Group is best known for producing high-quality
toys. Our success in shifting towards high value added products had contributed to the outstanding
performance. Moreover, the booming in the global property markets further improved the Group’s
financial position in its property investment business.

BUSINESS REVIEW
Toys

The turnover for the OEM/ODM toys business for the year ended 31st December, 2005 amounted
to HK$161.59 million, representing a mild increase of 2.89% as compared to the corresponding
period of last year.

During the year under review, competition remained keen and operating conditions remained
tough, especially with the continuous increase and volatility of raw material prices that adversely
affected the profitability. However, the Group has managed to strengthen production and financial
management, and expanded high value added business to improve the profit margin. Eventually,
the bottom line of the Group’s OEM/ODM toys business continued to improve.

The Group will follow its on-going strategy of developing and enhancing high value added products.
The worldwide mega-trend is to integrate electronics and new technology with toys, thus the Group
will invest more in research and development to develop innovative toys that captures the high
margin market segment. On the other hand, great efforts will be placed in the area of maintaining
close contact with large buyers and to keep abreast of market trends, expanding business
networks, and exploring market opportunities.

KADER HOLDINGS COMPANY LIMITED



KADER HOLDINGS COMPANY LIMITED

Management Discussion and Analysis (continued)

Model Trains

During the year under review, the model trains section continued to achieve good performance.
Turnover in model trains amounted to HK$353.73 million, representing an increase of 10.68% as
compared to last year.

The Group was making continuous efforts on enhancing quality, developing innovative products,
expanding accessories and promoting product image and brand names, which further strengthened
the Group’s leading position in the model train industry. Our own brand name product lines,
Bachmann Branchline, Graham Farish and Lilliput, continued to be well received in the field of
model train collectors both in Europe and America. At the same time, operational efficiency and
cost control has been seriously reviewed. As a result, the profit margin was remarkably increased.

Looking ahead, the Group’s major focus will still be putting on research and development. One of
our missions is to develop high quality products with creative ideas. Following the successful
launch of Digital Command Control (“DCC”) model train series in recent years, the product
development team has managed to bring in the latest technology to further enhance our new DCC
lines. The Group will continue to enrich our product lines and expand the variety of accessories to
strengthen its business growth.

Recently the Group has tried to penetrate into the Japan market. Initial response is promising. With
global growing demand for collectibles, the Group is anticipating that year 2006 will be another
promising year for the Group’s model train business development.

Property Investment

During the year under review, the rental income of the Group has slightly increased by 1.54% as
compared to last year. Moreover, the Group recorded a revaluation gain on its investment
properties amounted to HK$58.28 million.

Prosperity of the rental market in the East Kowloon district has contributed much to this
improvement. As a result, the occupancy rate of the Group’s major investment property, Kader
Building, has increased to 93% as at the year end, as compared with 85% last year.

The rental market for commercial/industrial buildings in the East Kowloon district remains strong.
With both the occupancy rate and the rental rate continuing to increase, the Board is optimistic that
rental income of the Kader Building will be further improved upon the renewal of leases in the
coming year.

During the year under review, global property markets were encouraging. Taking the opportunity,
the Group had succeeded in disposing its rental properties in Canada, which was further
strengthening the liquidity position of the Group.

Besides, the Group also realised a gain of approximately HK$2.05 million on disposing an
investment property in Shenzhen, PRC before the expiry of the land use right.



Management Discussion and Analysis (continued)

Investment Holding

Following settlement of the litigation arising from the termination of the agency relating to the
management of the Resort at Squaw Creek (the “Resort”), the Group’s major investment in the
United States, a real estate and hospitality group was admitted to the ownership and a new hotel
operator was appointed to manage the Resort in April 2004.

During 2004, the ownership conducted a feasibility study on the opportunity for the condominium
sale of the existing hotel guest rooms and decided to convert the Resort to a condominium hotel
pursuant to which the guest rooms are structured as separate condominium units, which were
marketed and sold to individual owners. The condominium owners will then contribute their unit to a
rental program managed by the hotel operator.

The initial condominium sale was successfully launched in March 2005 and over 60% of the units
were sold on the first day of the launch. As at 31st December, 2005, over 80% of the units were
sold.

FINANCIAL REVIEW
Liquidity and Financial Resources

As at 31st December, 2005, the Group’s current ratio was 1.01 (2004 restated: 0.99). The Group’s
total bank borrowings were reduced from approximately HK$214.17 million as reported last year to
approximately HK$190.97 million as at year end. The financial gearing of the Group, based on the
total bank borrowings to the shareholder’s equity, was reduced to 31.25% (2004 restated: 42.37%).
There is no significant seasonality of borrowing requirements except during peak production period
in the second half of the year when the Group’s trade loans will be comparatively higher.

Capital Structure

During the year ended 31st December, 2005, there were no changes in the Company’s share
capital. The Group’s capital instruments were mainly composed of bank loans and directors’
support, which were denominated in HK Dollars, Sterling Pounds and US Dollars at prevailing
market rates.

Charges on Group Assets

As at 31st December, 2005, certain investment properties, leasehold land and buildings and other
assets of the Group valued at approximately HK$732.76 million (2004: HK$659.59 million) were
pledged to banks to secure banking facilities granted to the Group.

Material Acquisitions and Disposals

Other than the disposal of certain investment properties mentioned above, there are no material

acquisitions and disposals during the year ended 31st December, 2005. At the moment, there are
no major plans for acquiring substantial investments or capital assets.

KADER HOLDINGS COMPANY LIMITED



KADER HOLDINGS COMPANY LIMITED

Management Discussion and Analysis (continued)

Exchange Rate Exposure

Major assets, liabilities and transactions of the Group are denominated either in Sterling Pounds,
U.S. Dollars, Canadian Dollars, Renminbi Yuan or Hong Kong Dollars. During the year under
review, the majority of the Group’s sales proceeds were in Hong Kong Dollars, U.S. Dollars and
Sterling Pounds while the majority of its raw materials and equipment purchases were required to
be settled in HK Dollars. As such, the Group was facing a certain degree of exchange risk, mainly
in Sterling Pounds. Efforts were taken to hedge against various transactions in foreign currency, so
as to minimize possible exchange risk. During the year 2005, the Group recorded an aggregate
exchange loss of approximately HK$3.23 million (2004: HK$4.19 million).

Contingent Liabilities
As at 31st December, 2005, the Group did not have any significant contingent liabilities except:—

1. As reported in the Group’s 2003 and 2004 Annual Report, an action was commenced in 2003
by a supplier of resin materials (the “Supplier”) against a Group company in the Hong Kong
High Court for payment of a trading debt amounting to HK$643,980. HK$20,852.50 of this
debt has already been paid by the Group company pursuant to a court order. About 75% of
the remaining debt is not disputed by the Group company. However, this has not been paid
because the court ordered that this action should be tried together with a separate action
commenced by the Group company against the same supplier in 2003 for damages
amounting to US$590,000 on the basis, inter alia, that bulk resin supplied by the Supplier did
not reasonably correspond with the sample first provided and tested by the Group company.
The effect of both actions being tried together is that the court will take into account, and set-
off, any damages awarded in either action to produce a net result. The trial date was fixed for
the third quarter of 2006. The directors believe the Group will not suffer any material loss as a
result of these actions. Meanwhile, the Group has made adequate provisions on the
anticipated legal costs to be incurred.

2. As reported in the Group’s 2004 Annual Report, during the last quarter of 2003, a Mexican
company commenced a law suit in the State of Arizona against the Company on the ground
that the Company is a guarantor for a Lease Agreement of factory premises occupied by
Siempre Novedoso De Mexico (Sinomex) S.A. de C.V. (“Sinomex”) as tenant (the “Litigation”).
Sinomex was a member company of the Group at that time and it was disposed of in 1996.
The plaintiffs allege claimed against Sinomex and the Company of approximately
US$5,000,000 for unpaid obligations of Sinomex under such Lease Agreement plus interest
(in the amount of 2% per month, or 24% annually), court costs and attorney fees.

In 2004, the Company filed a Motion to Dismiss the complaint in the Litigation based upon the
applicable laws of Arizona and those of the location of the property, Hermosillo, Mexico. In the
Motion, the Company primarily argued that the Arizona court did not have sufficient subject
matter and personal jurisdiction over the Company under the guarantee for the case to
continue in that court, and as such, the case should be dismissed in favour of the Company.



Management Discussion and Analysis (continued)

In January 2005, the Arizona court denied the initial motion submitted by the Company. The
Company planned to continue to vigorously defend the Litigation, and to assert the defences
available to it. This would eliminate or at least significantly reduce the exposure of the
Company if those defences proved to be successful.

Having considered the Litigation with the Company’s legal counsel, the management and the
Board believed that the Company’s opposition to the plaintiffs’ complaint, and its defenses,
including defenses to the amount of damages awardable, were meritorious. As such, the
Company intends to continue to vigorously defend the Litigation. On that basis, the Company
has not made provision in relation to the claims under the Litigation, while anticipated legal
cost has been sufficiently provided for in the year under review.

EMPLOYEES AND REMUNERATION POLICIES

As at 31st December, 2005, the Group employed approximately 6,960 (2004: 5,150) full time
management, administrative and production staff in Hong Kong SAR, mainland China, the United
States and Europe. The Group remunerates its employees based on their performance, experience
and prevailing industry practices. In the area of staff training, the Group encourages and supports
staff to engage and participate in continuing studies and self-enhancement courses.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the key accounting policies, and discussed
auditing, internal controls and financial reporting matters, including a review of the annual results
for the year ended 31st December, 2005.

PROSPECTS

Year 2005 was a year of challenge. The Group strived for its goals under harsh operating
conditions, and finally achieved promising performance.

During the year, the prices of raw materials such as paper and plastic remained high, interest rates
were rising and keen competition remained within the industry. In the PRC, especially the
Guangdong Province where the Group’s production plant is located, labour and electricity supply
remained tight, not to mention the increasingly sophisticated customs and tax rules. All these
created production pressure and lifted production costs. However, the Group faced those
challenges, exercised stringent cost control and performed well even under such harsh conditions.

Looking ahead, under sound global economic climate, both consumer confidence and business
sentiment is good. Locally, the Financial Secretary has delivered to us a fiscal surplus and the
unemployment rate is falling. The improvement in basic economic conditions has favorably eased
the operating environment for our manufacturing and export-orientated business. All these factors
have attributed to an optimistic market outlook in 2006.

KADER HOLDINGS COMPANY LIMITED
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Management Discussion and Analysis (continued)

In the coming year, the Group will emphasize on research and development because the world-
trend is to focus on innovative products. Therefore, more resources will be allocated to the
development of new products. Continuous efforts will be placed on production planning and
financial management so as to attain operational efficiency and cost control. The Group will seize
every opportunity to penetrate into new and potential markets, like the Japan market. Barring any
unforeseen circumstances, the Board remains cautiously optimistic toward the business prospects
of the Group.

By Order of the Board
Kenneth Ting Woo-shou

Managing Director

Hong Kong, 19th April, 2006



Corporate Governance Report

The Board regularly reviews and adopts corporate governance guidelines and developments.
Throughout the year under review, the Group has complied with the Code on Corporate
Governance Practices (the “CG Code”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) except the
CG Code A.4.2, that requires every director, including those appointed for a specific term, to be
subject to retirement by rotation at least once every three years. Steps are being taken to amend
the bye-laws of the Company with a view to ensuring full compliance with the requirements of this
CG Code. One of the major steps required is to amend or repeal The Kader Holdings Company
Limited Company Act 1990 of Bermuda, which is a private Act pursuant to which the Company was
incorporated. The Company has retained a firm of legal advisers in Bermuda to advise on and
undertake this exercise.

Apart from the above-mentioned CG Code A.4.2, none of the Directors of the Company is aware of
any information that would reasonably indicate that the Company is not, or was not for any part of
the year ended 31st December, 2005, in compliance with the CG Code.

The corporate governance practices adopted by the Group are as follows:—
MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors (the “Model
Code”) set out in Appendix 10 to the Listing Rules as its own code of conduct regarding the
directors’ securities transactions. All of the Directors have confirmed, following specific enquiry by
the Company, that they were in compliance with the Model Code throughout the year under review.

BOARD OF DIRECTORS

The Board comprises two executive directors (one of whom is the Managing Director), two non-
executive directors (one of whom is the Chairman of the Board) and three independent non-
executive directors (“INEDs”). The biographical details of all directors of the Company are set out
on pages 22 to 25 of this Annual Report.

All non-executive Directors are engaged on a term of service of two years renewable for another
two years upon expiry. The Board believes the non-executive directors are well qualified and
competent in advising the Group on the business strategy, finance and management issues.

The INEDs are explicitly identified in all corporate communications, and one of them has significant
financial and accounting expertise. Moreover, the Board also reviews the independence of INEDs
on an annual basis and each INED has confirmed their independence as at the end of 2005.

KADER HOLDINGS COMPANY LIMITED
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Corporate Governance Report continued)

As mentioned above, the Company has taken steps to amend the bye-laws of the Company with a
view to ensuring full compliance with the requirements of CG Code A.4.2. Upon the amendment of
the bye-laws completes, all directors are subject to re-election by shareholders at the annual
general meeting following their appointment and at least every three years on rotation basis. Where
vacancies exist at the Board, candidates are proposed and put forward to the Board for
consideration and approval. Upon their appointment, the new directors receive a package of
orientation materials and attend extensive presentations given by senior executives to review the
Group’s businesses. Training and information are provided to Directors regularly to help and ensure
that Directors are aware of the latest changes in the commercial and regulatory environment in
which the Group carrying out its businesses.

During the year 2005, the Group was seeking an insurance cover to ensure our directors and
senior management are protected from any liability arising from the performance of their duties. An
insurance policy on directors’ and officers’ liability was in force as from January 2006.

THE BOARD AND THE MANAGEMENT

The functions normally reserved to the Board are steering the Group on strategic directions;
setting up any Board committee for issues the Board deem appropriate; overseeing the
effectiveness of the internal control system; evaluating major corporate, strategic and operational
issues that have significant impact on the Group; and evaluating major investment opportunities
which management has not already identified and/or, if the investment is so major, requires the
Board to make a decision.

The management, led by the Managing Director, is responsible for the management and day-to-day
operation of the Group.

DIRECTORS" RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility to prepare financial statements for each financial
year, which give a true and fair view of the state of affairs of the Group. The directors are
responsible for ensuring that the Group maintains accounting records which disclose with
reasonable accuracy the financial position of the Group and which enable the preparation of
financial statements in accordance with the disclosure requirements of the Hong Kong Companies
Ordinance, all applicable Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards and Interpretations issued by the Hong Kong Institute of Certified Public Accountants,
and all applicable disclosure provisions of the Listing Rules. The Directors are responsible for
taking all reasonable and necessary steps to safeguard the assets of the Group and to prevent and
detect fraud and other irregularities.

The Directors, having made appropriate enquiries, consider that the Group has adequate
resources to continue in operational existence for the foreseeable future and that, for this reason, it
is appropriate to adopt the going concern basis in preparing the financial statements.



Corporate Governance Report continued)

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Group has a clear division of responsibilities for its top management and adopts a dual
leadership structure where the role of Chairman, Dr. Dennis Ting Hok-shou is separate from that of
Chief Executive Officer and Managing Director, Mr. Kenneth Ting Woo-shou. The Chairman is
responsible for managing the operations of the Board and to provide leadership for the Board,
ensuring that good corporate governance practices and procedures are established and that the
Board acts in the best interests of the Company. The Chief Executive Officer is responsible for the
running of the Group’s business. Dr. Dennis Ting Hok-shou and Mr. Kenneth Ting Woo-shou are
brothers.

COMMUNICATION BETWEEN THE BOARD AND THE MANAGEMENT

The Board meets regularly, and at least four times a year. Between scheduled meetings, senior
management of the Group provide to the Directors information on a timely basis on the activities
and development in the businesses of the Group and when required, additional Board meetings are
held. In addition, Directors have full access to information on the Group and independent
professional advice whenever deemed necessary by the Directors. The Company Secretary is
responsible for communications with Board members.

MEETINGS AND ATTENDANCES

The Board held four meetings in 2005 with an average attendance rate of approximately 93%.

Name of Directors Title Attendance
Dennis Ting Hok-shou Non-executive Chairman 4/4
Kenneth Ting Woo-shou Managing Director 4/4
Patrick Leung Shing-cheung Executive Director 4/4
Moses Cheng Mo-chi Non-executive Director 2/4
Liu Chee-ming Independent Non-executive Director 4/4
Floyd Chan Tsoi-yin Independent Non-executive Director 4/4
Andrew Yao Cho-fai Independent Non-executive Director 4/4

REMUNERATION COMMITTEE

The Remuneration Committee was established in 2005 with written Terms of Reference posted on
the Company’s website. The role and function of the Committee is to make recommendations to the
Board on the Company’s policy and structure for the remuneration of all directors and senior
management and on the establishment of a formal and transparent procedure for developing policy
on such remuneration.

Currently, the Remuneration Committee is chaired by Mr. Kenneth Ting Woo-shou. Other members
of the Committee are Messrs Floyd Chan Tsoi-yin and Andrew Yao Cho-fai.

KADER HOLDINGS COMPANY LIMITED
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REMUNERATION COMMITTEE (Continued)

The Remuneration Committee met once in 2005 to review and approve directors’ remuneration. A
full attendance was recorded throughout the meeting.

The directors’ fees paid to the non-executive directors and the independent non-executive directors
are subject to annual review and approval by the Remuneration Committee. Before proposing
remuneration packages, the Remuneration Committee is responsible for reviewing all relevant
remuneration data and market conditions in addition to considering the performance and
responsibility of individual directors as well as the profitability of the Group. The primary objective
is to retain and motivate directors by linking their compensation with performance and measure it
against corporate goals. However, no director can approve his or her own remuneration.

The emoluments of each of the Directors of the Company for 2005 are set out on pages 71 to 72 of
this Annual Report.

NOMINATION OF DIRECTORS

Since the composition of board of directors of the Company is not complicated, during the Board
Meeting held on 12th April, 2005, the Board has resolved that “the setting up of a Nomination
Committee be postponed and considered by the Board in due course”. Currently, there is no
Nomination Committee being formed.

Where vacancies exist at the Board or additional director is deemed necessary, the Managing
Director is invited to make recommendations to the Board based on criteria endorsed by the Board.
The criteria include relevant professional knowledge, proven financial and commercial experience,
and personal ethics, of which the Board should consider the appropriateness. Candidates so
proposed are then put forward to the Board for consideration and approval.

There was no change in the composition of board members of the Company during the year under
review. After the end of the financial year, Mr. Patrick Leung Shing-cheung has resigned as
executive director, effective 4th April, 2006. Moreover, Mr. lvan Ting Tien-li has been appointed as
executive director of the Company effective 4th April, 2006.

AUDITORS" REMUNERATION

Each year, the auditors are appointed by resolution of the Annual General Meeting and directors
are authorized to fix their remunerations for their auditing services.

The fees for audit and audit related services provided by KPMG for the year ended 31st December,
2005 amounted to HK$1,293,000.

The auditors have not so far performed any significant non-auditing service. Should any non-
auditing service be considered to be conducted by our auditors, the Audit Committee would
consider that based on the policy developed by them in this regard and would then make
recommendations to the Board.
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AUDIT COMMITTEE

The Audit Committee was established in 1999. The respective written Terms of Reference are
posted on the Company’s website.

The Audit Committee comprises three INEDs and one non-executive director. All committee
members have appropriate industry and/or financial experience to perform their role in the
business of the Audit Committee. Currently, the Committee is chaired by Mr. Liu Chee-ming and the
other members of the Committee are Messrs Moses Cheng Mo-chi, Floyd Chan Tsoi-yin and
Andrew Yao Cho-fai.

Under its Terms of Reference, the duties of the Audit Committee, amongst other things, shall be to
oversee the relationship with the external auditors, to be primarily responsible for making
recommendation to the Board on the appointment, reappointment and removal of the external
auditors, to approve the remuneration and terms of engagement of the external auditors, to
consider any questions of resignation or dismissal of that auditor, and to review with senior
management and external auditors on the accounting principles and practices adopted, listing
rules and statutory compliances, internal control, related party transactions, risk management and
financial reporting matters, including interim and annual financial statements and provide
recommendations to the Board.

During the year under review, the Audit Committee has met with the management to review the
interim and annual financial statements and to consider key accounting policies, and discussed
with the management about the Group’s internal control system.

There were two Audit Committee meetings held in 2005, with an average attendance rate of
approximately 75%.

Name of Committee Members Title Attendance
Liu Chee-ming Chairman 2/2
Moses Cheng Mo-chi Committee Member 2/2
Floyd Chan Tsoi-yin Committee Member 2/2
Andrew Yao Cho-fai Committee Member 0/2

The Audit Committee members in discharging their responsibilities in its review of financial results,
and such their other duties, the audit committee members would monitor integrity of financial
statements and the annual report and accounts, half-year report, and to review significant financial
reporting judgments contained in them. In this regard, in reviewing the annual report and accounts,
half-year report and before submission to the Board, the Audit Committee always focus particularly
on:

1.  Any changes in accounting policies and practices;

2. Major judgmental areas;

KADER HOLDINGS COMPANY LIMITED
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AUDIT COMMITTEE (Continued)

3. Significant adjustments resulting from audit;

4. The going concern assumptions and any qualifications;
5. Compliance with accounting standards;

6. Compliance with the Listing Rules and other legal requirements in relation to financial
reporting; and

7. Any significant or unusual items that are, or may need to be, reflected in such reports and
accounts and must give due consideration to any matters that have been raised by the senior
management.

The Audit Committee would also discuss problems and reservations arising from the interim and

final audits, and any matters the auditors may wish to discuss (in the absence of management

where necessary).

In discharging their responsibilities on internal control procedures, the Audit Committee has asked

for formal internal control system on Compliance, Operational Control, Financial Control, and Risk

Management be set up in writing and, at the appropriate time, would:—

1. Review the financial controls, internal control and risk management systems;

2. Discuss with the management the system of internal control and ensure that management
has discharged its duty to have an effective internal control system;

3. Consider any findings of major investigations of internal control matters as delegated by the
Board or on its own initiative and management’s response;

4. Review the draft representation letter prior to approval by the Board;
5. Review the external auditor's management letter and management’s response, any material
queries raised by the auditor to management in respect of the accounting records, financial

accounts or systems of control and management’s response;

6. Ensure that the Board will provide a timely response to the issues raised in the external
auditor’s management letter; and

7. Report to the Board on these matters as deemed appropriate.
INTERNAL CONTROL AND RISK MANAGEMENT

The Board has overall responsibility for the Group’s system of internal control and for the
assessment and management of risk.
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INTERNAL CONTROL AND RISK MANAGEMENT (Continued)

In meeting its responsibility the Board seeks to increase risk awareness across the Group’s
business operations and has put in place policies and procedures, including the parameters of
delegated authority, which provide a framework for the identification and management of risk.

The Company has not appointed an internal auditor. Meanwhile, clear policies and procedures are
well defined in written internal control manuals on compliance, operational control, financial control
and risk management. The written internal control manuals had been tabled before and
acknowledged by the Board. Fine-tuning of those manuals is a continuous exercise to cope with
changing environment. The policies and processes adopted for the implementation of risk
management are monitored and reviewed regularly by appropriate senior management so as to
ensure that the above-mentioned categories of risks are effectively managed.

The executive management team of each core business division is accountable for the conduct and
performance of each business in the division within the agreed strategies. Business plans and
budgets are prepared annually by the management of individual businesses and subject to review
and approval by the executive directors. The Board is overall responsible for monitoring the
operations of the business within the Group. Monitoring activities include the review and approval
of business strategies, budgets, and plans, and the setting of key business performance targets.
When setting budgets and forecasts, management identifies, evaluates and reports on the
likelihood and potential financial impact of significant business risks.

Periodical management and operational meetings were held with executive management teams
and senior management of business operations to review business performance against budgets
and forecasts.

Currently, appropriate insurance coverage has been arranged to appropriately transfer the financial
impact of risk.

INVESTOR RELATIONS AND SHAREHOLDERS" RIGHTS

To promote investor relations and communications, regular meetings are held when the interim and
annual financial results are announced. Shareholders are encouraged to attend the annual general
meeting for which at least 21 days’ notice is given. The Chairman and directors are available to
answer questions on the Group’s businesses at the meeting. All shareholders have statutory rights
to call for extraordinary general meetings and put forward agenda items for consideration by
shareholders. At any general meeting a resolution put to the vote of the meeting shall be decided
on a show of hands unless a poll is demanded.

The Board is committed to providing clear and full performance information of the Group to
shareholders through the publication of interim and annual reports. In addition to dispatching
circulars, notices, financial reports to shareholders, addition information is also available to
shareholders from the Group’s website.

As at 31st December, 2005, the Company had 665,411,594 shares in issue, with par value of
HK$0.10 each. Share interests of directors and the chief executives of the Company are disclosed
on the Report of the Directors set out on pages 20 to 31 of this Annual Report.

KADER HOLDINGS COMPANY LIMITED
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Report of the Directors

The directors of the Company (the “Directors”) have pleasure in submitting their annual report
together with the audited financial statements for the year ended 31st December, 2005.

PRINCIPAL ACTIVITIES

The Company is a company incorporated in Bermuda under the Companies Act 1981 with limited
liability. The principal activity of the Company is investment holding.

The principal activities of its subsidiaries are the manufacture and sale of plastic, electronic and
stuffed toys and model trains, property investment, investment holding and trading.

The analysis of the principal activities and geographical locations of the operations of the Company
and its subsidiaries (the “Group”) during the financial year are set out in note 12 on the financial
statements.

SUBSIDIARIES

Particulars of the Company’s major subsidiaries at 31st December, 2005 are set out on pages 104
and 105 of the annual report.

DIVIDEND

The Directors do not recommend the payment of a dividend for the year ended 31st December,
2005.

FINANCIAL STATEMENTS

The profit of the Group for the year ended 31st December, 2005 and the state of the Company’s
and the Group’s affairs at that date are set out in the financial statements of pages 33 to 105 of the
annual report.

Movements in reserves during the year are set out in note 28 on the financial statements.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five financial
years is set out on pages 107 and 108 of the annual report.
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MAJOR SUPPLIERS AND CUSTOMERS

The percentages of purchases and sales attributable to the Group’s largest suppliers and
customers are as follows:

2005 2004
% %

Purchases
— the largest supplier 9 4
— five largest suppliers combined 19 16

Sales

— the largest customer 18 10
— five largest customers combined 36 29

Except as disclosed under “Directors’ Interests in Contracts” below, none of the directors, their
associates or shareholders (which to the knowledge of the directors own more than 5% of the
Company’s share capital) were interested at any time in the year in the above suppliers or
customers.

DONATIONS

Donations made by the Group during the year amounted to HK$81,000 (2004: HK$236,000).

FIXED ASSETS

Movements in fixed assets during the year are set out in note 13 on the financial statements.
PROPERTIES

Particulars of the major properties of the Group are shown on page 106 of the annual report.

BANK LOANS AND OVERDRAFTS AND OTHER BORROWINGS

Particulars of bank loans and overdrafts and other borrowings of the Group at 31st December,
2005 are set out in notes 22 and 25 on the financial statements.

SHARE CAPITAL

There was no change in the authorised and issued share capital during the year.

KADER HOLDINGS COMPANY LIMITED
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DIRECTORS

The Board of Directors during the financial year were:

Executive Directors: Non-executive Directors:
Kenneth Ting Woo-shou Dennis Ting Hok-shou
Patrick Leung Shing-cheung Moses Cheng Mo-chi

(Resigned on 4th April, 2006)

Independent Non-executive Directors:
Liu Chee-ming

Floyd Chan Tsoi-yin

Andrew Yao Cho-fai

The following Executive Director was appointed after the end of the financial year:
Ivan Ting Tien-li (Appointed on 4th April, 2006)

The Company has received from each of its Independent Non-executive Directors a confirmation of
his independence pursuant to Rule 3.13 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”). The Company considers its
Independent Non-executive Directors to be independent. Members of the Board clearly understand
their responsibilities and obligations. Four meetings of the Board were convened during the
financial year to review the Group’s management accounts, accounting procedures and internal
control system, with the attendance of Independent Non-executive Directors.

At the Annual General Meeting, Dr. Dennis Ting Hok-shou and Mr. Floyd Chan Tsoi-yin will retire by
rotation in accordance with the Company’s Bye-laws 109(A) and 189(ix), and Mr. lvan Ting Tien-li
will retire in accordance with the Company’s Bye-laws 109(A) and 189(v) and being eligible, offer
themselves for re-election.

PROFILES OF DIRECTORS AND SENIOR MANAGEMENT
Non-executive Chairman

Dr. Dennis Ting Hok-shou, OBE, JP, aged 72, has been the Non-executive Chairman of the
Company since its incorporation in 1989. He has been a director of Kader Industrial Company
Limited since 1961.

Dr. Ting has served a number of trade organisations and public committees. At present, he is the
President of the Hong Kong Plastics Manufacturers’ Association, the Honorary President of the
Federation of Hong Kong Industries and the Chairman of the Board of Trustees of Hong Kong Shue
Yan College.

Dr. Ting is a director of H.C. Ting’s Holdings Limited which is a substantial shareholder of the
Company. He is the brother of Mr. Kenneth Ting Woo-shou and uncle of Mr. lvan Ting Tien-li.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT (Continued)
Executive Directors

Mr. Kenneth Ting Woo-shou, JP, aged 63, has been the Managing Director and Chief Executive
Officer of the Company since its incorporation in 1989. He has been a director of Kader Industrial
Company Limited since 1971 and was appointed the Chairman in 1993. He is responsible for the
overall policy and development of the Group.

Mr. Ting currently serves as the Chairman of the Federation of Hong Kong Industries, the Non-
executive Director of the Mandatory Provident Fund Schemes Authority, the Chairman of the
Vocational Training Council — Plastics Training Board, the President of the Hong Kong Plastics
Ma