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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been established as a market designed to accommodate companies to which a high investment
risk may be attached. In particular, companies may list on GEM with neither a track record of profitability
nor any obligation to forecast future profitability. Furthermore, there may be risks arising out of the
emerging nature of companies listed on GEM and the business sectors or countries in which the
companies operate. Prospective investors should be aware of the potential risks of investing in such
companies and should make the decision to invest only after due and careful consideration. The greater
risk profile and other characteristics of GEM mean that it is a market more suited to professional and
other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may
be more susceptible to high market volatility than securities traded on the Main Board and no assurance
is given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet website operated
by the Stock Exchange. Listed companies are not generally required to issue paid announcements in
gazetted newspapers. Accordingly, prospective investors should note that they need to have access to
the GEM website at www.hkgem.com in order to obtain up-to-date information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this report, makes no representation as to its
accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors of A & K Educational Software Holdings Limited collectively and individually
accept responsibility, includes particulars given in compliance with the Rules Goveming the Listing of Securities
on the Growth Enterprise Market of the Exchange for the purpose of giving information with regard to A & K
Educational Software Holdings Limited. The directors, having made all reasonable enquiries, confirm that, to the
best of their knowledge and belief.— (1) the information contained in this report is accurate and complete in all
material respects and not misleading; (2) there are no other matters the omission of which would make any
statement in this report misleading; and (3) all opinions expressed in this report have been arrived at after due
and careful consideration and are founded on bases and assumptions that are fair and reasonable.
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HIGHLIGHTS

Successful listing of the Shares of the Company
on GEM on 6 August 2004.

Turnover of the Group for six months period
ended 30 September 2004 were approximately
RMBB8.3 million, representing an increase of
approximately 45.5% as compared to
corresponding periods in the previous fiscal
year.

The Group realised a profit attributable to
shareholders of approximately RMB6.5 million
for the six months period ended 30 September
2004,

Profit per share of the Group was approximately
RMBO0.036 for the six months period ended 30
September 2004.

The Board does not recommend the payment
of any dividend for the six months period ended
30 September 2004.
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UNAUDITED RESULTS FOR THE SIX MONTHS
PERIOD ENDED 30 SEPTEMBER 2004

The board of directors (the “Board”) of A & K
Educational Software Holdings Limited (the
“Company”) is pleased to announce the unaudited
consolidated results of the Company and its
subsidiaries (collectively the “Group”) for the six
months and three months period ended 30
September 2004, together with the unaudited
comparative figures for the corresponding period in
2003, as follows:—

(Unless otherwise stated, all financial figures
presented in this interim financial report are
denominated in Renminbi ("RMB”) thousand dollars)

UNAUDITED CONDENSED CONSOLIDATED
PROFIT AND LOSS STATEMENT

Three months ended

BZE-_ZEMEAA=THLEAREAR
Wz ACERER
AR KHBEHUHERAERAT ([AAF)

%%ﬁ( [EE&])MAA %ZK ] e B I
Bom (REIAKE]BE-_FTTMEN
H_JrEILtMIH R=EAHEEz AEE
BEREEE BR-TT=FRHIRL
ERLBETOT : —

(BBREZ A AP HHBEREAZITE

HEHFEUAREE ([ARE]) T3
&)
AEEGHARARER

Six months ended

30 September 30 September 30 September 30 September

BENA=1HL BENA=1HL
=i ~EA
Notes 2004 2003 2004 2003
(i1 “EENMFE  -TT-F  CZEEME  -TT-F
Tumover BEE 3 4,405 55 8,315 5,824
Cost of sales HERKA (400) (267) (785) (648)
Gross profit/(loss) %ﬂ/ FEED) 4,005 (212) 7,530 5176
Other revenue Eip s 121 152 121 154
Other net income ﬁﬁﬁuﬁl)\‘}%‘%ﬁ 98 2 149 6
Distribution costs PEKA (220) (217) (440) (475)
Administration expenses TBRAX (441) (243) (895) (551)
Other operating expenses ~ £EHZ i (6) - 7 (1)
Profit from ordinary BRABELR
activities before tax bl 5 3,557 (578) 6,458 4,309
Taxation A 6 - - - (1,076)
Profit/(loss) attributable BRELET
to shareholders (B8 3,557 (578) 6,458 3,233
Dividends attributable HAkE
to the period 7 - - - -
RMB (Yuen) | RMB (Yuen) [ RMB (Yuen) | RMB (Yuen)
ARB () | AR%(%)| AR%(%) | AR¥ (%)
Eamings/(loss) per share  BREF/ (58
- basic -EX 8 0.020 (0.003) 0.036 0.018
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UNAUDITED CONDENSED CONSOLIDATED
BALANCE SHEET

AEELHPELEERER

(Audited)
(&%)
30 September 31 March
Notes 2004 2004
Bt = —EETMEF —TTMF
AB=+H Z=ZA=+—8H
Non-current assets FRBEE
Fixed assets ETEEE 9 715 1,000
Interest in an associate REE AR 2 B 75 75
790 1,075
Current assets hRBEE
Inventories wE 240 194
Trade receivables B FRIERER 10 13,311 10,978
Amount due from a JiE U i R 3R0B
shareholder - 98
Amounts due from a fEM E EHIE
director 154 22
Prepayment, deposits and BRNHRIE - RER
other receivables Hib e iR 13,168 9,690
Cash and bank balances Re RRITES 33,550 9,199
60,423 30,181
Current liabilities hBEE
Accruals and other JEFTFRIB R
payables HiEMERER 3,903 3,042
3,903 3,042
Net current assets REBEEFE 56,520 27,139
Net assets EETFE 57,310 28,214
Capital and reserves BARRE
Issued capital BEITRA 11 27,030 -
Reserves =] 30,280 28,214
57,310 28,214
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UNAUDITED CONDENSED CONSOLIDATED

STATEMENT OF CHANGES IN EQUITY

AEELHAGRARAEHX

Foreign ~ (Accumulated

Statutory ~~ Statutory ~~ currency losses)
Share ~ Contributed Capital ~~~ common veffare  translation Tefained
capial surplus Teserve Teserve Teserve Tesene pofits Total
Notes  (naudted) — (naulted)  (naudied)  (snaudted)  (wnaudted)  (wmaudted)  (naudlted)  (unaudited)
EiEE/
OB MEBOHEE mME dmEt BB MH 8
W REY REBY O REBR REEW GEBY B REBY GE
Balance as of 20000 10 (2184 179
1 Aorl 2003
Efect on gor ganzafion
on 17 June 2008 ] (20000) 5 (19.985)
Contuted suplus on Growp~ $BES
reot ganizaion el [b) 2013 201
Forgn curency bansaion B2
adjistment 13) 13)
Poft forhe 6 monsended~ EZ-35=ENA
30 September 2003 ZTRRER 308 3%
201 115 (13) 1049 21184
Balance as of
1 Aorl 2004 58 201 15 810 105 (13) 6084 ol
Isse of sares FRLEss
ey he lacing fikf t 150 ekl 3180
[ssue of snares by wey of
cepialzation (0) 19,080 (19,080)
Shae sl expenses (9162 [9162)
Poft fr he 6 monsended~ EE-FERERA
90 Sentember 204 ZTRIEAER 643 645
Balance as of |
30 September 2004 SRR 00 15,601 115 810 405 (13) 13302 57310
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Notes:

(a)

On 17 June 2003, Smart Elegant Investment Limited
(“Smart Elegant”) acquired the entire equity interest
in Jiangxi A&K Educational Software Company
Limited (“A&K Educational Software”) for a
consideration of HK$18,867,925, equivalent to
RMB20,000,000. An additional fund of RMB5,248
was received by A&K Educational Software and was
credited to the capital reserve.

The consideration of the acquisition of A&K
Educational Software was financed by the issue of a
Convertible Note (“Note”) issued to Mr. Ye in the sum
of the HK$18,800,000. Following the conversion of
the Note on 15 September 2003. Mr. Ye become a
shareholder of A&K Software BVI Limited (“A&K
Software BVI”) holding 250 shares of HK$0.1 each.
Accordingly, a contributed surplus of HK$18,879,975
(RMB20,012,733) was arised.

On 6 August 2004, 75,000,000 shares of HK$0.10
each were issued at HK$0.40 each by way of placing
generating net cash proceeds of approximately
HK$30,000,000 (RMB31,800,000). The premium over
the par value of the shares was credited to the
contributed surplus account.

Immediately after the placing mentioned in note (c)
above, contributed surplus of HK$18,000,000
(RMB19,080,000) was capitalized for the issuance of
180,000,000 shares of HK$0.10 each on a pro-rata
basis to shareholders of the Company at the close of
business on 13 May 2004.

it -

RZTZT=FA+T+H ' Smart Elegant
Investment Limited ([Smart Elegant]) 1
BIRTAHBERME ERRRA([THHAE
M) 2R AER - K(EAR 18,867,925
7T (B AR 20,000,0007T) © 1740
HEY #ﬁﬁuﬁzﬂ'u*ﬁiﬁ. FIEARS,248
TR ABARGE

I L A3 1T48$ %8 18,800,000/ T2 7
BB ER (T2E]) 'Em&ﬁ%ﬁﬂ%ﬁm 2
HZREBE - ZEA-TT=FN11
THERBZRE ﬁéf‘ai&f—& A& K
Software BVI Limited ([A & K Software
BVI])Z RE - #8250 R FREE0.1E
T2l AEEENEEZERNARA
18,879,975/ T (AR #20,012,7337T) ©

RZZEZEWNFENANA AARNUEREH
XK. 40B T ZEHR - BT
75,000,000 % & IR E 160. 1078 70 2 i 9

B & B8 2 Fi5 38 € F 8 4530,000,000
BT (AR #31,800,0007T) ° B HZER
NEHEZZEDHAEARRE -

ZRE ()il 2 EESHE - B

£# 18,000,000 ¢ (AR #19,080,000
T)EBRE  URR =T 7@¢£ﬁ+

SR ERMSRBRLOIEERAA

% BT 48 20180, ooo,oooﬁﬁﬁﬁﬁﬁ

0.10B L Z B3 °
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UNAUDITED CONDENSED CONSOLIDATED

CASH FLOW STATEMENT

For the six months period ended 30 September

2004

REERHAGERERER

HE_TTEMFAA=1HIENEA B

Six months

ended 30 September
BEAA=THLEKREA

2004 2003

Net cash inflow/(outflow) from — RLEEHRSHES

operating activities A (i) 358 1,752 (3,274)
Net cash outflow from REZEFG

investing activities REmLFE (5) (60)
Net cash inflow/(outflow) before KEFBERAEEE

financing A (i) 358 1,747 (3,334)
Net cash inflow from MEMGRS

financing MAFEE 22,604 7,081
Increase in cash and cash e kReEED

equivalents #n 24,351 3,747
Cash and cash equivalents at ~ H#13R & &

the beginning of the period ReEEM 9,199 829
Cash and cash equivalentat ~ HiRBR & &

the end of the period REeEEM 33,550 4,576
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Notes:

Group Reorganisation and Basis of Preparation

The interim results was unaudited and have been
reviewed by the audit committee of the Company.

The Company was incorporated in the Cayman
Islands on 29 October 2003 as an exempted
company with limited liability under the Companies
Law, Chapter 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands. Pursuant to a
group reorganization (the “Reorganization”) which
was completed on 13 May 2004, the Company
became the holding company of its subsidiaries now
comprising the Group, details of which are set out in
the prospectus of the Company dated 30 July 2004.
The shares have been listed on the GEM since 6
August 2004.

The unaudited interim results have been prepared on
the basis of merger accounting as if the current
group structure had been in existence throughout
the periods under review or since their respective
dates of incorporation, whichever is a shorter period.

All material intra-group transactions and balances
have been eliminated on consolidation.

Principal Accounting Policies

The unaudited consolidated results of the Group
have been prepared on historical cost convention
and are, in all material aspects, in compliance with
Statements of Standards Accounting Practice (the
“SSAP”") issued by the Hong Kong Institute of
Certified Public Accountants, accounting principles
generally accepted in Hong Kong, the disclosure
requirements of the Hong Kong Companies
Ordinance and the Rules Governing the Listing of
Securities on GEM (the “GEM Listing Rules”).

The principal accounting policies and methods of
computation adopted for the preparation of the
financial statements are consistent with those
adopted by the Group as reflected in its prospectus.

The Group principally operates in the People’s
Republic of China (the “PRC”) with its business
activities principally transacted in RMB, the results of
the Group are therefore prepared in RMB.

it -
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Turnover 3. EEH
The Company is an investment holding company and AARA—RRERRDR - MERF
its subsidiaries established in the PRC are Rz MEBAREEEFENEHF T
principally engaged in the development and ABERDHER - URREHBBEMRK
distribution of education software and provision of AR

related information technology services in the PRC.

An analysis of the Group’s unaudited turover is set REBRLEGZEEROMMT ¢
out as follows:

Three months ended Six months ended

30 September 30 September 30 September 30 September

HEAA=tHL=RA HEAA=tHLAEA
2004 2003 2004 2003
2 0k:3 ZEICE “EIME ZEICE

Tumover EFE
Sales of self-developed education software  HEBTEEAEE |

Standard package basis IEEHAR, 4,405 55 8,315 2,732
Project basis NEEF - - - 3,002
4,405 55 8,315 5824
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Segmental Information 4. HBER
Business segments ES.5.8
An analysis of the Group’s revenue and results for REBMABRLEDHE S Y W T
the period by business segments is as follows: EAWMT : B
Six months ended Six months ended
30 September 30 September
2004 2003
gt i3 HE-TT=F
AR=+A NA=1RH
EXR{EA 1ERMEA
Revenue from external customers RENDBEP 2
Sales of self-developed education software  ££ATREHED
Standard package basis HRESEFR 8,315 2,732
Project basis NEER - 3,092
Total turnover BELE 8,315 5,824
Other revenue i
Value added taxed refunds on sales of REEBHEENHY
self-developed education software YEY R LER
Standard package basis HEES AR 105 92
8i420 5,916
Segmental results pEES
Sales of self-developed education software  ££ATREHED
Standard package basis HRESEFR 7,635 2,273
Project basis INEER - 2,995
7,635 5,268
Unallocated items AARER
Other revenue g 16 62
Other net income EUAFE 149 6
Distribution costs A (440) (475)
Administration expenses TBAR (895) (551)
Other operating expenses ERMZH ™ (1
Profit from operations BELEER 6,458 4,309
Taxation it - (1,076)
Profit attributable to shareholders R E T 6,458 3,233
Geographical segments [ 5
During the period ended 30 September 2004 and BE-_ZTTNFR-_TT=FNAA=1+H

2003, the Group derived all of its revenue and profit
from customers who are located in the PRC. Hence
no separate geographical analysis of the segment

profit and loss is presented

IEAR A - REE

BBl e fom RIS K B

RPEBEZEP I EST2IEES

BEH 2 H AR -
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Profit from ordinary activities before tax

5. BRBiATAEEBER

Profit from ordinary activities before tax is after BRELAT BB EBRA B, (GEA) A
charging/(crediting): TIER :
Three months ended Six months ended
30 September 30 September 30 September 30 September
BENRZTBLZEA HEAA=tHLABA
2004 2003 2004 2003
—RERE ZE3=F —RERE ZE3=F
Crediting A
Bank inter est income BAHSHA 4 6 19 9
VAT tax refund REEER 105 92 105 92
Charging ek
Audit Fee HHER - - - 5
Cost of inventory sold and
senices rendered EHFERREREZNE 400 27 785 648
Depr eciation of fixed assets Ely-3i 143 27 288 407
Loss on disposal of fixed assets HEEREEZER 11 2 11 2
Research and development cost FERFEAA 354 257 691 514

10
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Taxation

(a)

(b)

()

(d)

Hong Kong profits tax

No provision for Hong Kong profits tax has
been made as the Group did not derived any
income subject to Hong Kong profits tax
during the six months period.

PRC enterprise income tax

Jiangxi A & K Educational Software Co. Ltd.
(“A & K Educational Software”), the subsidiary
where the majority of the Group’s tumover is
derived therefrom, was subject to PRC
enterprise income tax.

In June 2003, due to the Group’s
reorganization, the status of A & K Educational
Software, was changed from a domestic
private enterprise to a wholly foreign-owned
enterprise with the approval of the Department
of Foreign Trade and Economic Cooperation of
Jiangxi Province (JT A& 5N & 5 LB A (EEE).
Pursuant to the Income Tax Law of the PRC for
Foreign Investment Enterprise (JNEHREDE K
ShEI > FT1EFE%) and with the confirmation
received from the Nanchang High-tech Area
Tax Bureau (F§ & = T EEFL/F) on 1 March
2004, A & K Educational Software will be
exempted from PRC enterprise income tax for
the two years starting from its first profit-
making year and thereafter (after offsetting the
accumulated losses), and is entitled to a 50%
relief for the subsequent three years. A & K
Educational Software was entitled to the first
year of exemption from PRC enterprise
income tax in the year ended 31 March 2004.
Accordingly, no provision for PRC enterprise
income tax has been made for the six months
periods ended 30 September 2004.

The taxation for the period ended 30
September 2003 was approximately RMB1.1
million, being utilisation of deferred tax assets
attributable to the unused tax losses brought
forward from previous years.

Deferred tax

There was no significant unprovided deferred
taxation for the six months period.

11
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Dividends 7. KRB
The Board does not recommend payment of any BV AEERASNEABBRMSEMA
interim dividend for the six months period (six FHRE HE_TT=FAA=THL
months ended 30 September 2003: nil). NEAHE &) .
Earnings Per Share 8. BREF
The calculation of basic earnings per share for the NEABER=ZEARH GREKREF
six months period and three months period was TETlz RSB ZHEFTE -
based on the respective unaudited data as follows:
Three months ended Six months ended
30 September 30 September 30 September 30 September
BEARZTBLZEA HEZAAZTRLAER
2004 2003 2004 2003
ZZEQRE “T30% ZZEQRE 330k
Profits/(loss) attributable to shareholders R EEEXH / (B18) 3,557 (578) 6,458 3,033
Shares (0 ) Shares ('000) Shares (000) Shares (000)
BE (TR BE (TR BE (TR RE (TR
Number of ordinary share AN ESRERRT
for the purposes of calculating ZERBRRE ()
basic earnings per share (Remark) 180,000 180,000 180,000 180,000
No dilutive earnings per share was presented HREBE-_TTNFR-_TT=FNA=
because there were no dilutive potential ordinary THIEAEARBR=FEABERLTF

shares in existence during the six months period and
three months period ended 30 September 2004 and
2003 respectively.

Remark

Being the number of ordinary shares assumed to be
in issue during the six months period and three
months period ended 30 September 2003 calculated
on the basis that 180,000,000 shares had been in
issue throughout the period, comprising 1,000
shares in issue as at the prospectus date on 30 July
2004 and 179,999,000 shares issued pursuant to the
Capitalization issue described in the prospectus of
the Company on 5 August 2004.

12
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Fixed asset 9. BEEE
Leasehold Computer Office Motor
Improvement Equipment Equipment Vehicle Total
EESE EkRE HOERE bt} i
Cost B4
At 1 April 2004 R-FEMENA-A 308 3412 165 758 4643
Addition HE - 3 2 - 5
Disposal ik - - (3) - 3
At 30 September 2004 RZZEMENAZTA 308 3415 164 758 4645
Accumulated Depreciation Z3f#7&
At 1 April 2004 R-FEMENA-A 161 2911 117 388 3643
Charge during the period ~ AHHEH 80 120 19 69 28
Writen back on disposal ~ HEERED - - (1) - (1)
At 30 September 2004 RZZEMENAZTA 241 3097 13 457 3930
Net book value RHRE
A30 Septemoer 2004 RZTERENA=TR 67 318 29 301 715
At 1 April 2004 R-FEMENA-A 147 43 48 370 1,000
Trade Receivables 10. EWEZEREXR
Aging analysis of trade receivable is as follows: BREFERZERAMET
30 September 31 March
2004 2004
—sgmE —FEmE
hA=tH =A=+-H
0 to 30 days 0Z30H 5,004 3,070
31to 60 days 312 60H - 28
61 to 90 days 612 90H 147 515
91 to 180 days 91% 180H 4,394 6,934
Over 180 days but less than one year 180 B A LB BB —F 3,766 189
Over 1 year HBB—F - 242
13,311 10,978

The Group generally grants credit terms of O days to
90 days to its customers. Extended credit periods of
approximately 90 to 270 days may be granted to

customers with long terms business relationship and
have good payment record.

13
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Issued capital

The authorised issued and fully paid share capital of
the Company is as follows:

1. BREIRX
ARRZEECETRBRBANT :

30 September 2004 31 March 2004
“EEMEAAZTA ZEEMEZAZ1-H
Total Total
Number of nominal Number of nominal
shares value shares value
REE BEfE RH#E #EE
000 RMB’000 ‘000 RMB000
TR ARBTR TR ARBTT
Authorised ETE 2,000,000 212,000 2,000,000 212,000
Issued and fully paid BREITRER
Ordinary shares of HK$0.01 each FREEOIET
ZEBR 255,000 27,030 - -
Related party transactions 12. BEFRS

During the period, the Group entered into the
following transactions with related parties:

N AEBEBEEESILZZHWT

Name of related par ties BERZR Nature of transactions R 5#E Six months ended
30 September 30 September
HEAA=tRLAMEA
2004 2003
5313 ZE3=F
Jiangxi Province Yi IEE Sales #HE - 299
Sheng Software System FRANZL
Co., Lid. (*Yi Sheng’) BRAR(55])
The former shareholders aRgE Disposal of e - 1400
of the A & K Education G ofher investment HHRE
Software ZHRR
Mr. Ye ik Amount due from a el - 9%
shareholder REHB
Notes: st
a.  Mr. Peng Gang, being the director of the a.  ERIALARARESE  TAZBELT

Company, is also the director and controlling
shareholder (28.3% of the entire registered
capital) of the related company. Mr. Shu,
being one of the shareholders of the
Company, was also a controlling shareholder
(26.7% of the entire registered capital) of Yi
Sheng. The directors are of the opinion that
the transaction was conduct on normal
commercial terms in the normal course of
business at prices and teams not less than
those charges to or contracted with other third
parties.
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On 28 August 2003, the Group has disposed b, RZZTZ=FNA-+N\B ' A£EEE
its entire unlisted investments of Jiangxi De KA EH%EEA/IEFE%E@ BEMAR
Qiang Mechanic and Electric Information EAER B;H:m&ﬁ»‘ﬂ%¥fﬁﬂ%(
Technology Limited Liability Company to the Eﬁﬂ#z%ﬂﬁﬁ% o
former shareholders of the A & K Educational
Software at cost.
The amount due from a shareholder was ¢, ERBREREXTERAF 28 RITEETE
unsecured, interest free and has no fixed term }&mﬁﬁ R #ESmart Elegant BE L AR =
of repayment. Pursuant to a loan agreement “FtAZ+TARBEIZER RS
dated 26 July 2003 entered into between ﬁ%i{ﬂ”H—rWﬂE’\%0,000/’%EZﬁaE\
Smart Elegant and Mr. Ye, Mr. Ye agreed to EH#EF FSmart Elegant + M Smart
advance an interest-free loan of not more than ElegantRAERETAHABE R FRE T4
HK$950,000 to Smart Elegant and Smart SHAREAFAREARYE1,070,0007T
Elegant agreed to procure A & K Educational ZARIBIERER o MSmart E\egant*ﬁ%
Software to deposit with Mr. Ye or his nominee ZTTMF-RA=1+—HAEEER &
a sum of RMB1,070,000 its security provided S 4 R B B E 7 S [FSmart Elegant
that of Smart Elegant fails to repay the loan TR 2708 - ZERRAEERAESLH
before 31 January 2004. Mr. Ye might apply FTER EEERZTT=FNA=T
the whole of the deposit to settle the amount 71 H#47917,3067%8 7t (A R#972,3457T)
due to him by Smart Elegant. The loan was #.30F Smart Elegant * 1T A B &R
used by the Group to pay the listing *gf FNARARELEEFTAARE
expenses. Mr. Ye advanced approximately 1,070,0007C - AR AEEME + K=
HK$917,306 (RMB972,345) to Smart Elegant ST=FAAZTHERELREZERF
on 29 August 2003 while A & K Educational BEAARKI7655 T ¢
Software deposited RMB1,070,000 to Mr. Ye
on 5 August 2003. Thus, at Group have the
net balance due from Mr. Ye as at 30
September 2003 was RMB97,655.
Operating lease commitment 13. REHERE
At 30 September 2004 and 31 March 2004, the RZZETMNFAA=ZTHRZZTETNF=
Group had operating lease commitment in respect of A=+—08 XxEER L REFR TSI
land and building which fall due as follows: MR EERERENT
At 30 September At 31 March
2004 2004
R-ZZEMF WZTTRmE
AB=+H ZA=+—H
Within one year —FR 171 219
In second to fifth years inclusive FEZEERF 5 28
(BREEREME)
176 247
Approval of the condensed accounts 14, BAEGHREKE
The condensed accounts were approved by the HREAR _TTNF+—AT+—RAEE
Board on 11 November 2004. ES Jy
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MANAGEMENT DISCUSSION AND ANALYSIS
FINANCIAL REVIEW

For the six months ended 30 September 2004, the
Group achieved a consolidated turnover of
approximately RMB8.3 million, an increase of
approximately 45.5% from approximately RMB5.8
million for the same period in 2003. The higher
turnover for the six months period ended 30
September 2004 in compare to the corresponding
period in 2003 mainly due the SAR outbreak in the
PRC in 2003. The Group’s customers, mainly primary
and secondary school and Electronic Educational
Units(E1LZ5 £8), ceased to place order during the
period of the SAR outbreak. Therefore, the turnover
for the 3 months period ended 30 September 2003
was significantly decreased. The Group obtained a
normal demand pattern for the six months period
ended 30 September 2004. In which, customer were
placing their order for the new school term in August
and September 2004. The Group’s was recognized
approximately RMB 4.4 million of turnover for the
three months period ended 30 September 2004.

The Group had an increase of approximately 204%
in sales of self-developed educational software from
standard package basis because the Group received
more orders from difference Electronic Educational
Units. Approximately RMB1.3 million of turnover were
generated outside Jiangxi Province for the six months
period ended 30 September 2004 (30 September
2003: nil).
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The distribution costs was decreased approximately
7.4%, RMBO0.04 million for the six months period
ended 30 September 2004 in compare with the
corresponding period in 2003. It was because the
Group had employed new sales staffs which have
lower salary in compare with the resigned sales staffs.
Since the amount of decrease was not material and
the Group has improved its operating efficiency, the
turnover for the six months period ended 30
September 2004 was not affected by the slightly
decreased distribution costs. The administration
expenses was increased approximately 62.4%,
RMBO0.34 million for the six months period ended 30
September 2004 in compare with the corresponding
period in 2003 because the Group incurred more
administration expenses for the listing of the Shares
of the Company on GEM.

The earning per share was approximately RMB0.036
for the six months period ended 30 September 2004
which is double in compare to 2003 because the
outbreak of SAR in 2003. A loss per share of
approximately RMB0.003 was recorded for the
second quarter ended 30 September 2003 while
approximately RMB0.020 of earning per share for the
same period in 2004.

The Group continues to be in a strong financial
position. Cash and cash equivalents as at 30
September 2004 was approximately RMB33.6 million
(31 March 2004: approximately RMB9.2 million). Apart
from the net cash inflow from placing of shares in
August 2004, the net cash inflow from operating and
investing activities was approximately RMB1.7 million.

As at 30 September 2004, the Group did not have any
charges on its assets.
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BUSINESS OUTLOOK

During the six months period ended 30 September
2004, the Group obtained increasing orders from
Electronic Educational Units both inside and outside
Jiangxi Province. The turnover was increased
approximately 45.5% from approximately RMB5.8
million for the 6 months period end 30 September
2003 to approximately RMB8.3 million in 2004.

The Group’s business objective is to be one of the
major education software developers in the PRC.
According to the CCID Report, the annual investment
in PRC education software industry is expected to
increase from approximately RMB3.9 billion in 2002
to approximately RMB8.6 billion in 2005, representing
a compound annual growth rate of approximately
30.2%. The Directors believe that there are huge
business opportunities in the PRC education software
market available for the Group to explore.

In order to fulfill the Group’s business objective, the
Group plans to enhance the research and
development work to keep abreast of the latest
technological advancement and to explore the market
trend. At present, the Group’s major products focus
on the tutorial aspects. The Directors expect that the
Group’s future new products will integrate with
functions of school management to establish a
complete network with comprehensive package of
applications for schools and students. The Group also
intends to develop other new software including, the
Online teaching software, Internet safety software for
school network and the supplemental teaching
graphic tools software.
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The Directors believe that the Group has established
a strong presence in Jiangxi Province in the PRC. In
order to become a national education software
developer, the Group intends to further expand its
sales and marketing network to the major provinces
and cities in the PRC. A representative office was
opened in Beijing in August 2004.

The Directors’ present intention is to establish a new
testing and training centre which will have the latest
testing software, such as Codetest, Visual test and
Cantata++, to test the program code of its products
and to provide training services to the end-users of
the Group’s products.

In order to enhance the Group’s productivity, the

Directors' present intention is going to upgrade its
equipment and IT infrastructure.

19

E=fE ASECATEIREELE
ElEH - BTRAZRABGHHER -
AEERBHERTSEERGE— TR
RERFEIEEH RS - RIERZAR
RERCR-_ZZMFNAFRE

EEEATEA AR REI L -
LA R R AE IR 0 S R B & 2R
% fflanCodetest * Visual testf
Cantata++% - LWAIHER 2 BEAANBE R
BASEERZBERAPREEIRE -

RIRAAEBzEED ESREFE
RERBREMMRERIR -



A & K Educational Software Holdings Limited » A & K X B R4 ZERER LA

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 30 September 2004 the interests or short
positions of the Directors (the “Directors”) and the
chief executive of the Company in the shares and
underlying shares (the “Shares”) of the Company or
any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance
(“SFO”)) which were notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions
which is taken or deemed to have under such
provisions of the SFO), or which were required, to be
entered in the register required to be kept under
section 352 of the SFO, or which were required to be
notified to the Company and the Stock Exchange
pursuant to Rules 5.46 to 5.67 of the GEM Listing
Rules, were as follows:

(a) The Company - interests in Shares

EERIETBRAEBREAQTEREM
BrERORERRG z2ESRAR

m:gqminﬂ +H ARRZES
[BE])REZTHABEARAISEME
A E m%%&%&%%hm@%%
%\%MD%MHMZ&1&W%%Q
Bm)) R BREES LB EHIEXY
FIRSHBEMEG AR R R 2 1
Rk (BREREES LSRN EHRE
ERRAIRIERE 2 HAKR) - B
BE %&%fmm%%m%aaA&MM%
nEmEMRzBRRKAE &@Fﬂ%
thﬁw%5%i5mwﬁﬂﬁ$
RE Xz EmSoRR T

Hopa o

(a) ADA-ROES

Percentage of

Director Nature of Interest No. of Shares  shareholding
Bz BEEE RHBEE FREAL
Mr. Peng Gexiong  Interest of a controlled corporation (Note 1) 141,120,000 55.34%
PRIERE RN EEES (Fzt1)
Mr. Wang Chaoju Interest of a controlled corporation (Note 2) 2,880,000 1.13%
TR A RN EEES (M7t2)
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Notes:

(1)

These Shares are registered in the name of
and beneficially owned by Educators
Investment Limited (“Educators Investment”).
Educators Investment is legally and
beneficially owned as to 97.7% by Mr. Peng
Gexiong, as to 1.28% by Mr. Shu Fan, as to
0.61% by Mr. Zeng Ruihong and as to 0.41%
by Mr. Su Wenbo. By virtue of his 97.7% direct
interest in Educators Investment, Mr. Peng
Gexiong is deemed or taken to be interested
in the 141,120,000 Shares held by Educators
Investment for the purposes of the SFO.

These Shares are registered in the name of
and beneficially owned by Modern Precise
Limited (“Modern Precise”), the entire issued
share capital of which is registered in the
name of and beneficially owned by Mr. Wang
Chaoju. Under the SFO, Mr. Wang is deemed
to be interested in all the Shares held by
Modern Precise.
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(b) Associated corporations - interests in

Shares

(i)

(ii)

Long positions in the shares of HK$0.10
each in the capital of Educators
Investment (the “Educators Shares”), an
associated corporation (within the

KBEBRHFZRERD A

(b) HMEEE -ROES

()  ARA—FIGHEE (FER
FEHERHE A Educators
Investmentg 7K & i E B
0.107 T2 iR 17 ([Educators fg

meaning of the SFO) of the Company 171) 2 IFE
Approximate
percentage
Name of Type of Number of Educators holding of
Director Interest Shares held Educators Shares
Educatorsig 3
Fr¥Educators BEREY
EEEH BRER BRHEE BHAES L
Mr. Peng Gexiong Beneficial 9,770 97.7%

TSRS B

Long positions in the shares of HK$0.10
each in the capital of Modern Precise (the
“Modern Precise Shares”), an associated
corporation (within the meaning of the

(i) ARA]—FIGHEE (FE R
EFERBEEM) Modern
Precise iR 78 # & iR T 80. 108
L2 K17 ([Modern Precisef%

SFO) of the Company 171) 2 IFE
Approximate
Number of percentage
Name of Type of Modern Precise holding of
Director Interest Shares held Modern Precise Shares
i Modern Precise & 4
Modern Precise FEREZ
EEEH BHER BRHEE BHAES L
1 100%

Mr. Wang Chaoju Beneficial
T E A ”

i}
E\

<

\
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Save as disclosed above, as at 30 September 2004,
none of the Directors or chief executive of the
Company had any interests or short positions in any
shares, underlying shares or debentures of, the
Company or any associated corporations (within the
meaning of Part XV of the SFO) which would have to
be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are
taken or deemed to have such provisions of the SFO),
or which were required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein,
or which were otherwise required, pursuant to the
minimum standards of dealing by directors of listed
issuers as referred to in Rule 5.46 to 5.67 of the GEM
Listing Rules, to be notified to the Company and the
Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS AND PERSONS
WITH DISCLOSEABLE INTEREST AND SHORT
POSITION IN SHARES UNDER SFO

So far as is known to any Director or chief executive
of the Company, as at 30 September 2004, the
following persons (other than the Directors or chief
executive of the Company as disclosed above) had
an interest or short position in the Shares as recorded
in the register required to be kept under section 336
of the SFO, and were directly or indirectly interested
in 10% or more of the nominal value of any class of
share capital carrying rights to vote in all
circumstances at general meetings of any other
member of this Group:

Long positions in shares

BERERAEHRIREATREZ
BROBERABZEERRRAL

HREMNEEIARFAZEZTHAEM
M R-_FTEOFAA=+H " THAL
(EXHBELARAEERTIETHAE
BN R BB RIEE S RS IGNS
3%Wﬁ§A$MW%LZﬁﬁ%%WZ%

BnRRERERAEREREAEARNNE
AE—ER TR AEREAEMKE R
AZBRERAE FREZRAEE10% A
PR

RBZFE

Percentage of

Name Nature of Interest Number of Shares  shareholding

£1 BENE RO EE BRESHL

Educators Investment Beneficial owner 141,120,000 55.34%
EREAA

Ms. Li Qin Family (Note 1) 141,120,000 55.34%

FELL ENiS (Hzt 1)

Mr. Ye Jinxing Beneficial owner 36,000,000 14.12%

Eomfis EREAA

Ms. Wang Chun Ning Family (Note 2) 36,000,000 14.12%

FERRL N3 (Wt 2)

Notes: st

1. Under the SFO, Ms. Li Qin, spouse of Mr. Peng 1. REZFHRASKH ERZELLAY

Gexiong, is deemed to be interested in the Shares.

2. Under the SFO, Ms. Wang Chun Ning, spouse of Mr.
Ye Jinxing is deemed to be interested in the Shares.
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Save as disclosed herein, as at 30 September 2004,
the Company had not been notified of any other
person (other than the Directors or chief executive of
the Company) who had a discloseable interest or
short position in the Shares as recorded in the
register required to be kept under section 336 of the
SFO or, directly or indirectly, interested in 10% or
more of the nominal value of any class of share
capital (including options in respect of such capital)
carrying rights to vote in all circumstances at general
meetings of any other members of the Group.

SPONSOR’S INTEREST

Pursuant to a sponsor agreement dated 30 July 2004
entered into between the Company and Kingsway
Capital Limited (the “Sponsor”), the Sponsor has
been appointed as the retained sponsor of the
Company for the period ending 31 March 2007 (or
until the sponsor agreement is otherwise terminated
upon the terms and conditions contained therein), for
which the Sponsor will receive a fee.

As notified and updated by the Sponsor, neither the
Sponsor nor any of its directors or employees or
associates (as referred to in Note 3 to Rule 6.35 of
the GEM Listing Rules) had any interest in any class
of securities of the Company or any member of the
Group, or any right to subscribe for or to nominate
persons to subscribe for the securities of the
Company or any member of the Group as at 30
September 2004.

Save as disclosed above, the sponsor had no other
interest in the Company as at 30 September 2004.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SHARES

For the six months period ended 30 September 2004,
neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s
listed shares.

COMPETING INTERESTS

For the six months period ended 30 September 2004,
none of the Directors or the management
shareholders or any of their respective associates (as
defined in the GEM Listing Rules) of the Company
had an interest in a business which causes or may
cause any significant competition with the business
of the Group.

BOARD PRACTICE AND PROCEDURES

The Company has complied with the Board Practices
and Procedures as set out in Rules 5.34 to 5.45 of

the GEM Listing Rules since its Listing.

SECURITIES TRANSACTIONS BY DIRECTORS

During the six months ended 30 September 2004. The
Company has adopted a code of conduct regarding
securities transactions by directors on terms no less
exacting than the required standard of dealings as set
out in Rules 5.48 to 5.62 of the GEM Listing Rules.
The Company also had made specific enquiry of all
Directors and the Company was not aware of any
non-compliance with such code of conduct and
required standard of dealings throughout the six
months ended 30 September 2004.
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AUDIT COMMITTEE

The Company established an audit committee
with written terms of reference in compliance with
the GEM Listing Rules. The primary duties of the
audit committee are, among others, to review and
supervise the financial reporting processes and
internal control procedures of the Group and to
provide advice and comments to the Board
accordingly. The audit committee consists of the
three independent non-executive Directors of the
Company, namely Messrs Jiang Minghe, Law Chi
Yuen and Cheng Yun Ming Matthew.

The Group’s draft unaudited financial statements
for the six months period ended 30 September
2004 have been reviewed and commented by the
audit committee members.

As at the date of this report, the Board comprises
the follow directors:

Executive directors:

Mr. Peng Gexiong (Chairman)
Mr. Wang Chaoju

Mr. Peng Gang

Independent non-executive directors:
Mr. Jiang Minghe

Mr. Law Chi Yuen

Mr. Cheng Yun Ming, Matthew

By order of the Board
A & K Educational Software Holdings Limited
Peng Gexiong

Chairman

China, 11 November 2004

*for identification purpose only
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