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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

Turnover of the Group for the nine months
ended 31 December 2004 were approximately
RMB10.6 million, representing a decrease of
approximately 10.9% as compared to
corresponding periods in the previous fiscal
year.

The Group realised a profit attributable to
shareholders of approximately RMB8.2 million
for the nine months ended 31 December 2004.

Profit per share of the Group was approximately
RMBO0.046 for the nine months ended 31
December 2004.

The Board does not recommend the payment
of any dividend.
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UNAUDITED RESULTS FORTHE THIRD QUARTER
ENDED 31 DECEMBER 2004

The board of directors (the “Board”) of A & K
Educational Software Holdings Limited (the
“Company”) announces the unaudited consolidated
results of the Company and its subsidiaries
(collectively the “Group”) for the nine months and
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quarter ended 31 December 2004, together with the — LB FMT ¢
unaudited comparative figures for the corresponding
period in 2003, as follows: —
(Unless otherwise stated, all financial figures (BRI}  KAEEMEHRENZ B
presented in this quarterly financial report are B BEHFEUARE ([ARE]) F il
denominated in Renminbi (‘RMB’) thousand dollars) — 1&)
(Unaudited) (Unaudited)
(REER) (REER)
Three Months Ended Nine Months Ended
31 December 31 December
BE+t-A=t-H BE+-A=1-H
L=fA EREA
Notes 2004 2003 2004 2003
Mgk “EENMFE  -TT-F  C“EEME  -TT-F
Tumover BER 3 2,277 6,060 10,592 11,884
Cost of sales HERKA (434) (334) (1,219) (982)
Gross profit 7 1,843 5726 9,373 10,902
Other revenue Etifa 928 4 1,049 158
Other net income AMPAFE 14 15 163 21
Distribution costs PEKA (232) (390) (672) (865)
Administration expenses TBRAX (773) (905) (1,668) (1,456)
Other operating expenses ~ £HH T IH - (179) (7) (180)
Profit from ordinary BHABEE
activities before tax E3yon 1,780 4271 8,238 8,580
Taxation A 4 - - - (1,706)
Profit attributable fR R el
to shareholders gl 1,780 4,271 8,238 6,874
Dividends attributable HAkE
to the period 5 - - - -
RMB (Yuen) | RMB (Yuen) [ RMB (Yuen) | RMB (Yuen)
AR% () | ARE ()| AR (%) [ AR%(T)
Eamings per share BREF
- basic -EX 6 0.010 0.024 0.046 0.038




Third Quarterly Report 2004 e —EEMEF=FFXBRE

Notes:

Group Reorganisation and Basis of Preparation

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 quarterly 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.
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Turnover 3. EEH
The Company is an investment holding company and AARA—RRERRAR - MERF
its subsidiaries established in the PRC are Rz MEBAREEERENEHF UM
principally engaged in the development and ABERDHER - UREHABEMRK
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 AEBREEGZEERBHMMT ¢
out as follows:

(Unaudited) (Unaudited)
(RE84%) (xE84%)
Three Months Ended Nine Months Ended
31 December 31 December
HEtZA=t-B HEtZA=t-B
E=@A EhR
2004 2003 2004 2003
“EIME “EICE “EIME “ETCE
Tumover EFE
Sales of self-developed HEBRE
education software HEEH
Standard package basis ZEHEHA 2,217 5,983 10,532 8,715
Project basis NEEF 60 - 60 3,092
2,211 5,983 10,592 11,807
Network integration, IT services BB ERMHRE
and others REf - i - I
2,211 6,060 10,592 11,884
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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 for
the nine months ended 31 December 2004
(2003: Nil).

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 ForeignTrade and Economic Cooperation of
Jiangxi Province (L 4 INE HICE A EE).
Pursuant to the Income Tax Law of the PRC for
Foreign Investment Enterprise (JNEHREDE K
ShEI > E BTS2 %) and with the confirmation
received from the Nanchang High-tech Area
Tax Bureau (F§ & = T EEF/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 nine
months ended 31 December 2004.

The taxation for the period ended 31
December 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 nine months ended 31
December 2004 (2003: nil).
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Dividends 5 RE
The Board does not recommend payment of any EEQWMEEREE-_TTNF+=A
interim dividend for the nine months ended 31 =T —HIEAERR M EMF HBHiE E
December 2004 (quarter ended 31 December 2003: E-ZTTE=H+-AZ+—HLEFE:
nil). =) o
Earnings Per Share 6. BREF
The calculation of basic earnings per share for the BE-_ZTTNF+-_A=1+—HILNEAR
nine months and quarter ended 31 December 2004 REEZBRERBADETREAZEK
was based on the respective unaudited data as BEZYENE -
follows:
Three Months Ended Nine Months Ended
31 December 31 December
BETZA=t-8 BETZA=t-8
=R EA@A
2004 2003 2004 2003
ZZEQRE T30k ZZEQRE T30k
Profits attributable to shareholders RREE R 1,780 4071 8,238 6,874
Shares ('000) Shares ('000) Shares ('000) Shares ('000)
R (TR) e (TR R (TR R&(Fh
Number of ordinary share AU EGRER
for the purposes of calculating BRMERR
basic earnings per share (Remark) h# ) 180,000 180,000 180,000 180,000
No dilutive earnings per share was presented HRBE-_TTNFR-_FT=F+=A

because there were no dilutive potential ordinary
shares in existence during the third quarter ended
31 December 2004 and 2003 respectively.

Remark

Being the number of ordinary shares assumed to be
in issue during the third quarter ended 31 December
2003 and 31 December 2004 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 to be issued pursuant to the
Capitalization issue described in the prospectus of
the Company.

=Zt-REFE=FERALTFAEMA
BEya BEEAR  SUITEZYE
B#ERA -

i

BE-_TT=-F+-_A=+-AR-ZTT
ME+-—RA=+—BALFE=FERBETY
M E 17T AR 204 180,000,0000% £ %
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FHA=THBE7.21,000R R 1B HEK
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179,999,000f% °
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Movement of reserves 7. REEDH
Forelgn ~ (Accum ulated
Statutory Statutory curtency losses)
Share ~ Contrb uted Capital common veffare  ranslation refained
captal surplus Tesene Teserve Tesene Teserve profits Total
e L) EREE fEMRE EDS iRk Rei i
Notes {unaudited) (maudited) (maudited) (maudited) (maudited) (maudited) (maudited) (mauited)
Mo (REER)  (REER)  (REEW) (REBR) (REER)  (REER)  (REEM) ()
Belnce as of HZERZEMA-A
1 Al 2003 b 0 1] 2164 179
Efect on reor ganization
on 17 June 2008 o) (20000) § [19.99)
Contibuted suplus
on Gioup reoganizaion o) 0013 001
Foreign curency banslaion 5%
adjustment 1) 1)
Proft for the 9 months
ended 31 December 2003 6874 6874
20013 113 [13) 469 214805
Belnce as of HZ3RMEMA-A
1 Apr 2004 158 001 5 410 {05 (13) 6884 B
Issue of sher s under
the placing ) 1%0 3830 3180
ks rarestywayol  EREA
capialzation §ikh (d) 19060 (19.080)
Share ste exprses BVEIET (0250) (0250)
Protfor the ) manths HECEEMELCR
anded 31 December 204 Z+-BENEAZ &R 8% 4238
Balance as of
31 December 2004 700 1555 113 810 105 [13) 1512 59,002
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Notes:

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.
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MANAGEMENT DISCUSSION AND ANALYSIS
FINANCIAL REVIEW

Turnover

For the nine months ended 31 December 2004, the
Group achieved a consolidated turnover of
approximately RMB10.6 million, a decrease of
approximately RMB1.3 million for the same period in
2003. A lower turnover for the nine months ended 31
December 2004 in compare with the corresponding
period in 2003 mainly due to the recovery of orders
from customers after the SAR outbreak in PRC 2003.
The customers holdback their orders due to the SAR
outbreak in the second quarter in 2003. Accordingly,
the turnover in the third quarter in 2003 was higher
than the quarter period in 2004.

Nonetheless, the Group had an increase of
approximately RMB1.8 million, approximately 21%, in
sales of self-developed educational software from
standard package basis for the nine months ended
31 December 2004. The Group received increasing
orders from difference Electronic Educational Units
both inside and outside Jiangxi. Approximately
RMB3.1 million of turnover were generated outside
Jiangxi for the nine months ended 31 December 2004
(31 December 2003: RMB1.1 million). More orders
received from outside Jiangxi because the Group was
actively promoting their product to new customers
outside Jiangxi.

Cost of sales and gross profit

The gross profit for the nine months ended 31
December 2004 was approximately 88.5% which was
3.2% decrease in compare to the corresponding
period in 2003. It is because the group had increase
expenditure on product development and upgrading
the existing products. More research and
development staffs were employed after the Group
successfully listed on GEM.
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Other revenue

The Group’s other revenue during the 9 months was
approximately RMB1.1 million representing
approximately 5.6 time increase to the corresponding
period in 2003. The reason for such increase was
mainly a receipt of a government grant of
RMB900,000 in December 2004. The government
grant was received from National Development and
Reform Commission (Bl RERE K £Z E€)in cash
and is unconditional and not repayable.

Distribution and administration cost

The distribution costs was decreased approximately
22.3%, RMBO0.19 million for the nine months ended
31 December 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 had improved its operation efficiency, the
turnover was not significantly affected from less
distribution cost incurred. The administration
expenses was increased approximately 14.6%,
RMBO0.21 million for the nine months ended 31
December 2004 in compare with the corresponding
period in 2003 because the Group incurred more
administration expenses after the listing of the Shares
of the Company on GEM. During the three months
period ended 31 December 2004, the administration
expenses was approximately 14.6% less than the
corresponding period in 2003 because there were
setting up expenses for the group companies and a
bonus payment made to PRC staff in December 2003
which was nil in 2004.

10

Hittlg A

AEERNEARNZEMEANABEARE
11ABT B_ZT=-FRHBLALH56
B IERAAR-_ZTNF+-AESB
BT & Bh A R #900,0007T - BB HE
RERTREZEGURSRY  YEBE
EHRBEEE

DHRITBRE

BE_ZEWE+_A=+—HILhEA
AR AE —_ZEERBTHEY
223% MMAREO19EE T RRAAE
BHEHEE I HeROER I HE
BIZHESARE -BERMALZSEEN
TRE MEASENERAELLEN
WEEBWRADHERATRMES
BAFE -BE-TTNE+-_A=1—
BEAEAZTBREYBE ST =F R/
EAEN46% - BIARKEOIBE L RA
BAEEBRARRRNRAIZR EHH
EXELZTHRAS - HEZ TTE¢+7
A=+—HLE=Z@EAHM[MA  THAIER
—ZT= %H%ﬂdmma% RE B
[BAVES 7@?&%§&ﬁ
+= Hﬁ#lal%m ﬁﬁ
MELEEHEAY -




Third Quarterly Report 2004 e —EEMEF=FFXBRE

Earning per share

The earning per share was approximately RMB0.046
for the nine months ended 31 December 2004 which
was approximately 21.1% increase in compare with
2003. The main reason for the increase was the
utilization of deferred tax assets attributable to the
unused tax losses brought forward from previous year
in 2003.

Charge of assets

As at 31 December 2004, the Group did not have any
charges on its assets.

BUSINESS OUTLOOK

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 is
now developing 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 is now expanding 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.

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

As at 31 December 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:
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The Company - interests in Shares

ADR - 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)

Notes: Hfat -

(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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(1)

ZZ W17 bAEducators Investment
Limited ([Educators Investment |)
HEBELUEZES © Educators
Investment? Bl IR L4 - AF
LR - Bl £ REFSUR T E
BERE®EAITT%  1.28%
0.61%%0.41% ° MR EZIEME T E
# A Educators InvestmentZ 97.7%
B BEEHFRBEEH -
B AKRAEHEBEdUCators
Investment# A 2 141,120,000 fx
W 2 B g o

% Z 54 LAModern Precise Limited
([Modern Precise) ) & & &1 &
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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

(b) HMEEE -ROES

()  ARA—FIGHEE (FER
FARHBEEY) Educators
Investmentg 7K & & i E 8
0.107& L2 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
Fis Educators &
Educators BREZ
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
Modern Precise BROABSREZ
BEZEB R RO EE BABES L
Mr. Wang Chaoju Beneficial 1 100%

o
B

<

ST E

\
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Save as disclosed above, as at 31 December 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 31 December 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

REMEFRARAZEIETRARMR
M RA-ETOFEF_A=+—H " T7
AT (EXFARBEZESHARRLIRTR
ABBSN R R EAREE SRR K
W%%Mﬁﬂ%A&MW%LZﬁﬁ%%W
ZREHEIAR NEELEEEB TR
WETE NERTRAEEEME MR
BRARZBRRARG LREZIRAEEI0%
BN 5

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 Kk (Bt 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%

FTERRL Kk (M3t 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 31 December 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 31
December 2004.

Save as disclosed above, the sponsor had no other
interest in the Company as at 31 December 2004.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SHARES

For the nine months period ended 31 December
2004, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s
listed shares.

COMPETING INTERESTS

For the nine months period ended 31 December
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 nine months ended 31 December 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 nine months ended 31 December
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 Jiang Minghe, Law Chi Yuen and Cheng Yun
Ming Matthew.

The Group’s draft unaudited financial statements for
the nine months period ended 31 December 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, 3 February 2005

*for identification purpose only
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