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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 Governing 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 six months period
ended 30 September 2005 were approximately
RMB5.8 million, representing a decrease of
approximately 29.2% as compared to
corresponding periods in the previous fiscal
year.

The Group realised a profit attributable to
shareholders of approximately RMB2.6 million
for the six months period ended 30 September
2005.

Profit per share of the Group was approximately
RMBO0.010 for the six months period ended 30
September 2005.

The Board does not recommend the payment
of any dividend for the six months period ended
30 September 2005.
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UNAUDITED RESULTS FOR THE SIX MONTHS
PERIOD ENDED 30 SEPTEMBER 2005

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 2005, together with the unaudited
comparative figures for the corresponding period in
2004, 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
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Six months ended

30 September 30 September 30 September 30 September

BEAA=TAL BEZAA=TAL
=R ~MER
Notes 2005 2004 2005 2004
&t “EZEE  -TTWE  CZBERFE  -TINE
Turnover BEB 2 3,280 4,405 5,886 8,315
Cost of sales HENK (442) (400) (908) (785)
Gross profit =7 2,838 4,005 4,978 7,530
Other revenue Hip iz 683 121 683 121
Other net income Hip A FE - 9 35 149
Distribution costs DHEME (269) (220) (478) (440)
Administration expenses TBEX (1,765) (441) (2,291) (895)
Other operating expenses ~ EA 4T - (6) - (7)
Profit from ordinary BRHAAEER
activities before tax bl 4 1,487 3,557 2,927 6,458
Taxation BB 5 (294) - (294) -
Profit attributable P
to shareholders 1,193 3,557 2,633 6,458
Dividends attributable HARE
to the period 6 - - - -
RMB (Yuen) | RMB (Yuen)| RMB (Yuen) | RMB (Yuen)
AR%(n) | AR®(U) | AR%(m) | ARE(T)
Earnings/(loss) per share EREFH/ (B8
- basic -EX 7 0.005 0.020 0.010 0.036




UNAUDITED CONDENSED CONSOLIDATED

BALANCE SHEET
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ARBLRBAGREERARR

(Audited)
(& E%)
30 September 31 March
Notes 2005 2005
B & —ETRF —TTRHF
AA=+R =A=+—H
Non-current assets ERBEE
Fixed assets EEEE 8 684 788
Interest in an associate N AEYNCIPA 1,075 75
1,759 1,075
Current assets REBEE
Inventories & 52 206
Trade receivables R E 5 R 3K 9 20,004 17,657
Prepayment, deposits and BRRE - RZek
other receivables H oo U R K 8,554 10,416
Cash and bank balances Be RIRTTE S 36,074 33,575
64,684 61,854
Current liabilities REBEE
Trade payables BB SR 10 - 11
Accruals and other T RIA R
payables H i e BRK 4,289 3,479
Amount due to a shareholder  FEfTAR B F I8 1 1
Taxation payable EHHIE 679 385
4,969 3,876
Net current assets REBEEFE 59,715 57,978
Total assets less EEAEE
current liabilities REBAE 61,474 58,841
Non-current liabilities FRBERE
Deferred taxation EIEFIE 551 551
Net assets BEETE 60,923 58,290
Capital and reserves BRAR #E
Issued capital BEITIRA 11 27,030 27,030
Reserves i 33,893 31,260
60,923 58,290
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

ARBREAGERREZDX

Foreign (Accumulated
Stafutory  Stafutory currency  losses)
Share  Share Conirbuted  Capital  common  vweffare translation  retained
capital  premium  surplus  reserve  reseve  resene  resene profits Total
Notes  (imaudted) (inaudied) (inaudited) (waudted) (unaudited) (unaudied) (uneudied)  (unaudted)  (unaudted)
CBOBEHR MBS B BUE GEE EME REW
Wi GRESR) (REER) (REER) (REER) (REEM) (REEW (RERW) (REER) (REE9
Balance as of
1 prl 2004 0013 11 810 405 (13) 6o 82
Iste of shaes FiREsE
nde he placing G [} 10 880 31800
[ssue of shares by way of
cepializaion ) 19080 (19.080)
Shete s expenses RiRARS (0162 (182
Proftfor the § months ended
30 Septemoer 2004 6,458 6,458
Balance s of
30 September 2004 T8 1348 LS 11 810 405 (13) 8y 5130
Balance s of
1 prl 2005 70 1348 iy 11 bAL 1301 (13 1259 %0
Proftfor the 6 maths ended
30 September 2005 26% 263
Belance a5 of H-55REN7
30 September 2005 SRR T8 138 LA 11 PAL 1391 (13) 620 609
Notes: B st
(a)  On 6 August 2004, 75,000,000 shares of HK$0.10  (a) RZZTWENARB  ARBENUEER
each were issued at HK$0.40 each by way of placing XEERO 40B T ZER - BT
generating net cash proceeds of approximately 75,000,000k F R EE0.10/8 7T .2 R 1n
HK$30,000,000 (RMB31,800,000). The premium over Bl £ 18 2 A5 £ F 841 430,000,000
the par value of the shares was credited to the BT (AR#31,800,0007T) ° B EH
contributed surplus account. HEBEZEEEFABHARE -
(b)  Immediately after the placing mentioned in note (a)  (b) ERLEXMF@MLzZEESHEE @ BH

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.

218,000,000 7T (A K 19,080,000
TEBERLE  URKRZ-ZZTWERA+
SRR RRIRL I EERARAR
MR %174 2180,000,000 F B EE
0.10% T 2 IR 1D °
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UNAUDITED CONDENSED CONSOLIDATED AEEREHGREHRERER
CASH FLOW STATEMENT
For the six months period ended 30 September BE-—TERFNA=Z+HIENEAERE
2005
Six months

ended 30 September
BEAA=ZTHLEARER

2005 2004
e

Net cash inflow from KEXBRERE

operating activities MARE 3,486 1,752
Net cash inflow/(outflow) KEEZHMERE

from investing activities A (k) 38 13 (5)
Net cash inflow before RTRERIFERE

financing MAFE 3,499 1,747
Net cash (outflow)/inflow MEMBRS

from financing () /RAFE (1,000) 22,604
Increase in cash and cash ReRkBREEEY

equivalents byl 2,499 24,351
Cash and cash equivalents at  Hi¥3R & &

the beginning of the period ReZEY 33,575 9,199
Cash and cash equivalentat ~ #RBEE &

the end of the period ReEED 36,074 33,550
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Notes:

Group Reorganisation and Basis of Presentation

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 condensed interim financial
statements have been prepared in accordance with
Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA”) and the applicable disclosure
requirements of the Rules Governing the Listing of
Securities on the Growth Enterprise Market of the
Stock Exchange of Hong Kong Limited. The
accounting policies adopted are consistent with
those set out in the annual financial statements for
the year ended 31 March 2005.

The condensed interim financial statements are
unaudited, but have been reviewed by the audit
committee.

In 2004, the HKICPA issued a number of new and
revised Hong Kong Accounting standards (“HKFRS”)
which are effective for the accounting periods
beginning on or after 1st January, 2005. The
adoption of these HKFRS has no material impact on
the Group's results of operations and financial
position.

Significant transactions and balances among the
companies comprising the Group have been
eliminated on consolidation.

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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2. Turnover 2. EER
The Company is an investment holding company and AARA—RBRERRDR - MERF
its subsidiaries established in the PRC are KuzMBRARIEEETEREHE M
principally engaged in the development and RBERDHER  URRBEEBEARH
distribution of education software and provision of AR -
related information technology services in the PRC.
An analysis of the Group’s unaudited turnover is set REBREEGZEEBHMMT ¢
out as follows:
Three months ended Six months ended
30 September 30 September 30 September 30 September
BEMA=THL=M@A BEAAZTRLARA
2005 2004 2005 2004
ZZERF ZTIRE Z2E1F ZTIRE
Turnover £5%
Sales of self-developed education software  #EBTHEHERM
Standard package basis IEEHAFR 3,280 4,405 5,810 8,315
Network integration, IT services BiREA - ERBR
and others BB Rt - - 76 -
3,280 4405 5,886 8,315
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Segmental Information 3. oHEH
Business segments Ey 3.
An analysis of the Group’s revenue and results for REBARBRAULE S BRI D 2 W R
the period by business segments is as follows: EDFMT
Six months ended Six months ended
30 September 30 September
2005 2004
BE-BZRE HE-_ZTNAF
RABA=t+H NA=1+H
IERER 1EAEAR
Revenue from external customers REINDEP 2 Wi
Sales of self-developed education software 4% B{THEAB &
Standard package basis MRS A TR 5,810 8,315
Network integration, IT services RREK - AR
and others AR5 R E 76 -
Total turnover BEEE 5,886 8,315
Other revenue Hib Mz
Value added taxed refunds on sales of REBHEHERTHRE
self-developed education software HELMHHER
Standard package basis NEEH AR - 105
5,886 8,420
Segmental results AEEE
Sales of self-developed education software ~ $HEBTHEHB &
Standard package basis NEEH AR 4,963 7,635
Network integration, IT services BEEN - AR
and others R REA 15 -
4,978 7,635
Unallocated items ADBER
Other revenue Hib Mz 683 16
Other net income HEFE 35 149
Distribution costs DHERA (478) (440)
Administration expenses THEX (2,291) (895)
Other operating expenses HigE T i - 7
Profit from operations ESE S 2,927 6,458
Taxation HIE (294) -
Profit attributable to shareholders R R A 2,633 6,458
Geographical segments 2 5 E

During the period ended 30 September 2005 and
2004, 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.

BE_ZZRER-_TZNFAA=TA
AR - AEE2 BN ERENERE
RAEZEP  HUERTENEEED

HEHZHMAESR
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BRBLAT BB EBEA

4. Profit from ordinary activities before tax 4.

Profit from ordinary activities before tax is after BRBLAT B E E R R R DM GEA) B

charging/(crediting): TIER :
Three months ended Six months ended
30 September 30 September 30 September 30 September
BEAAZTBLZMEA BEARZTRLARA
Notes 2005 2004 2005 2004
i “EZRF “EIME -§%1% “3IME
Crediting A
Bank interest income FAMEHA 8 4 78 19
VAT tax refund RELER - 105 - 105
Government grants gk (a) 605 - 605 -
Charging pil:3
Audit Fee hEER - - - -
Cost of inventory sold and EHEER
services rendered REREZAA 442 400 908 785
Depreciation of fixed assets EREENE 85 143 169 288
Loss on disposal of fixed assets ~ HEEFAEZHE - 11 - 11
Operating lease rental in respect  THRETFZE%
of land and buiding EEES 65 84 130 127
Provision for doubtful debts REERE 810 - 810 -
Research and development cost  HERFEZMRE 419 354 768 691
Note (a) M (a)

Since the Group had its project of “Internet-based secondary
and primary teaching and management platform
industrialization” participated in the expert reply organized
by the National Development and Reform Commission (Bl 5
H#RREHBEZEE) . The project had been approved and
chosen as one of the Commission’s specific projects in the
realm of information industry in 2004. A total of RMB3 million
was granted and already received RMBO0.9 million in last year.
In July 2005, the Group received RMBO.6 million government
grants.

In July 2005, the Group also received another government
grants of RMB5,000 from the Nanchang City People
Government (F & T A K EUT) which is for the company had
excellent achievement in 2004.

Both government grants given to the Group are unconditional
and not repayable

HRAEEZEE [Internet-based
secondary and primary teaching and
management platform industrialization] £
HHBERERINEZEGEH 2 ERD
B ZEEBEGIE  YR_TTNF
BRARZEZEQEGREXRTANETE
Bz— A& AR%3,000,0007TE & #t
b mEFEEREFR ARK900,000
T -RZZTRFLA AEEBHEKA
R #:600,0007T 2 BT H BN % ©

RZEZRFELA  AEBAREETA
RERERZ-EBR&EDE  BEAR
#5,0007T - FRARHENEARTRZ
TEMEXRREEMEL

FEA £ BT 2 BT A B £ 19 BT 16
o TEREE -
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5.

Taxation

(a)

(b)

(c)

Hong Kong profits tax

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

PRC enterprise income tax

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

As a wholly foreign-owned enterprise with the
approval of the Department of Foreign Trade
and Economic Cooperation of Jiangxi
Province ((IFE& ¥9NE 548 B A {EEE), pursuant
to the Income Tax Law of the PRC for Foreign
Investment Enterprise (SME#% & 1 % ROMNE b
2 F18%)%) and with the confirmation received
from the Nanchang Hightech Area Tax Bureau
(MEma#HEEMB) on 1 March 2004,
Jiangxi A & K is 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. Jiangxi A & K was
entitled to the exemption from PRC enterprise
income tax for the six months period ended 30
September 2004. For the six months period
ended 30 September 2005, Jiangxi A & K was
subject to a reduced tax rate of 7.5%
thereafter.

Deferred tax

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

The Board does not recommend payment of any
interim dividend for the six months period (six
months ended 30 September 2004: nil).

Earnings Per Share

The calculation of basic earning per share is based
on the unaudited consolidated profit attributable to
shareholders for the six months ended 30 September
2005 of RMB2,633,000 (2004: RMB6,458,000) and
on the 255,000,000 shares in issued. (2004:
180,000,000 shares (Remark)) No dilutive earnings
per share was presented because there were no
dilutive potential ordinary shares in existence during
the six months ended 30 September 2005 and 2004
respectively.

Remark

Being the number of ordinary shares assumed to be
in issue during the quarters ended 30 September
2004 was 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.
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Fixed asset 8. HEEEE
Leasehold Computer Office Motor
Improvement Equipment Equipment Vehicle Total
BEEE EHRE BRZRE hiE i
Cost S
At 1 April 2005 RZETREMA-A 308 3,72 183 758 4970
Addition RE - 53 12 - 65
At 30 September 2005 RZEERENAZTH 308 3774 195 758 5035
Accumulated Depreciation i‘HﬁE
At 1 April 2005 R=2ZREMA-A 308 3,207 142 525 4182
Charge during the period ~ AHEER - % 5 69 169
At 30 September 2005 R-E3RENAZTA 308 3,302 147 594 4,351
Net book value iﬁﬂﬁ
At 30 September 2005 RZETRENA=TA - 47 48 164 684
At 1 April 2005 RZETREMA-8 - 514 4 233 788
Trade Receivables 9. EWEZEX
Aging analysis of trade receivable is as follows: EUWEFERZERAMOT -
30 September 31 March
2005 2005
—geas —zTIf
AA=tH ZA=Z+-H
0 to 30 days 0£30H 2,242 4,558
31to 60 days 312608 9 59
6110 90 days 612908 841 670
91 to 180 days 91£180H 2,983 2,458
Over 180 days but less than one year 180B A LER BB —F 5,603 8,620
Over 1 year BB—F 9,729 1,885
21,407 18,250
Less: Provision for bad and doubtful debts i @ 3% 8 & {5 (1,403) (593)
20,004 17,657

The Group generally grants credit terms of 0 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.
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10.

11.

Trade Payable 10.

Aging analysis of trade payable is as follows:

ENE SR

BRBSZERZERIWTAT -

30 September 31 March

2005 2005

ZEZEHF —ZTIF

hA=tH =A=+-H

0 to 30 days 0Z30AH - 11
Issued capital 1. BERIREX

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

ARBZETCETRBRBANT :

30 September 2005 31 March 2005
“EERFAAZTA B s =
Total Total
Number of nominal Number of nominal
shares value shares value
REE AEE RHEE BEE
’000 RMB’000 000 RMB'000
TR ARBTR TR AREFT
Authorised AE 2,000,000 212,000 2,000,000 212,000
Issued and fully paid BEITRER
Ordinary shares of HK$0.01 each SREEOTET
2Rk 255,000 27,030 255,000 27,030

13




12.

13.

Operating lease commitment 12.

At 30 September 2005 and 31 March 2005, the
Group had operating lease commitment in respect of
land and building which fall due as follows:

Interim Report 2005 ¢ —EZTHF R RS

REHERE

R-ETZRFNAZFTAR-_ZTRE=
A=1+—8 Zx&EERLHREFR T
HEISM s CERERENT ¢

At 30 September At 31 March
2005 2005
RZBERF RZZETHF
AA=tH ZA=Z+-H
Within one year —5R" 217 241
In second to fifth years inclusive FEZEZERF
(BREREMSF) 299 404
516 645
Approval of the condensed accounts 13.  BEEHIKRE

The condensed accounts were approved by the
Board on 14 November 2005.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

The Group recorded a turnover of approximately
RMB5,886,000 for the six months period ended 30
September 2005, representing a decrease of

approximately 29.2% as compared to corresponding

period in the previous fiscal year. Of the total turnover

amount, approximately RMB5,810,000 or 98.7% was

generated from sales of standard package basis self-

develop education software,

approximately

RMB76,000 or 1.3% was generated from Network

integration, IT services and others.

The cost of sales was approximately RMB908,000 for

the six months period ended 30 September 2005,

representing an increase of approximately 15.7% as

compared to corresponding period in the previous

fiscal year. The main reason for the increase was the

Group employed more technical staff and freelance

teachers to improve and update the teaching

material.

The distribution cost and administration expenses
were approximately RMB478,000 and RMB2,291,000,
representing an increase of approximately 8.6% and

156.0% respectively as compared to corresponding

period in the previous fiscal year. The significant

increased in administration expenses was being

approximately RMB810,000 of provision for doubtful

debts was provided on 30 September 2005 for

several long outstanding debtors and the additional

administration expenses incurred after listing of the

Company’s shares on GEM in August 2004.

Nonetheless, the Group has determined to exercise

stringent cost control in order to achieve greater

profitability.
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In July 2005, the Group received RMB600,000
government grant from the National Development and
Reform Commission (IR %R kS $Z E ) being
part of the RMB3 million government grant approved
in last year. The Nanchang City People Government
(FE M ARBA) also granted RMB5,000 government
grant in July 2005 which is for the company had
excellent achievement in 2004. Both government
grants given to the Group are unconditional and not
repayable.

Liquidity and Financial Resources

As at 30 September 2005, the shareholders’ funds of
the Group amounted to approximately RMB60.9
million. Current assets amounted to approximately
RMB64.7 million of which approximately RMB36.1
million were cash and bank balance and
approximately RMB28.6 million were trade receivable,
prepayment, deposit and others receivable. The
Group’s current liabilities amounted to approximately
RMB5.0 million.

Charge of Assets

As at 30 September 2005, the Group did not have any
charges on its assets.

Capital Commitment
As at 30 September 2005, the Group did not have any

material capital commitments apart from those
disclosed in Note 12.

16

RZZEZRFELA  AEERBRERER
HEZBEEWAREG00,0007T,2 BRTH
#e  HARFIH AR3,000,0007T 2
BRESEz -85  RZTTRF+L
A EETARBRNRLS -—BEREH
B E%U\Eﬁ% 0007T - BEAREEIE
EARA TENFRBEMMEL
fﬁlﬁﬁzﬁ;‘%IE%ZBZW%%EJJEY:J%W%M
f MEFEE-

RBEESRUBER

R-ZETZRFAA=1TH AEBZRE
Ee 445 AR®E60,900,0007T © RBEE
“ A ANRHE64,700,0007T © HFHARE
36,100,000t AR & R FTHH  SHA
R #28,600,0007C AEWE 58X - BN
B ReREMBWER - AKBE 2R
& E4 5 ARE5000,0007T °

BEEN

RZZZRFAA=ZTA AKELEF
AEERM

BRERE

RZFTAFAA=TH - BRRME12/H
BEEIN  ARELBCMEAEAA
%o




A & K Educational Software Holdings Limited e A & K KB R HEZRBR A T

Foreign Exchange Exposure and Hedging Policy

Since most of the income and expenses as well as
assets and liabilities of the Group are denominated
in Renminbi, the Director consider that the Group has
no material foreign exchange exposure and no
hedging policy has been taken.

Contingent Liabilities

As at 30 September 2005, the Group did not have any
material contingent liabilities.

Human Resources

As at 30 September 2005, the Group had 59 full time
employees in the PRC and Hong Kong. At the same
time, there were 66 freelance teachers employed by
the Group for providing and updating teaching
materials for the Group’s product. Staff remuneration
packages are determined by reference to prevailing
market rates. Staff benefits include mandatory
provident fund, personal insurance and discretionary
bonus which are based on their performance and
contribution to the Group.

BUSINESS OUTLOOK

After the opening of the Beijing representative office
in 2004, the group can now easier to assess and to
be assessed by different provincial software
distributing enterprises. Those software distributor
enterprises have extensive connections in their
respective province to promote and distribute the
Group’s products. The major advantages of using
software distributors to promote the Group’s products
are: (i) better connection in promoting and distributing
of the Group’s products (ii) eliminate the distribution
and selling expenses for provinces outside Jiangxi.
The Group sales and promotion strategy will focus on
soliciting more software distributors in different
provinces to increase the market shares nationwide.
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The Group had accomplished the preliminary
construction of website AK Education On-line and
had it put into trial-run within Jiangxi Province. With
the launch of membership system and the sale of on-
line learning card, the website had realized recall of
capital and yield of revenue as registered users can
use all functions in AK Education On-line
(www.akedu.com.cn) at will anytime. After realization
and operation of all the functions, the product will be
promoted nationwide, such that AK Education On-line
is not merely an education portal, nor just a product
of a particular domain in elementary education
teaching, management and application, but an
application platform that integrates all existing
educational software products and educational
resources and meets the needs of all those involved,
including the secondary and primary schools and
families of the students enrolled, in the 12 grades of
elementary education through the introduction of
great global grid (GGG).

After several months of coordination with The State
Ethnic Affairs Commission of PRC (A RRKEEHZE
@), in October this year, the Group received an
advice confirming to begin a donation event in
contributing 1000 sets of free education software to
the ethnic minority schools in remote provinces in the
PRC. Through such donation event, total 1000
primary and secondary schools in 12 difference cities
will receive our contribution. It is a major step stone
for the Group to introduce our products to those
remote provinces in the PRC. In addition to improve
the quality of education in those remote provinces,
there will be more teachers and students can get
access to our AK Education On-line website through
using our software donated. The task of the Group
following such donation event is to provide proper
training to the teachers using our software and we
believe it will be an additional source of income in the
second half of the year.
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The Group has continued to upgrade its R&D

AEEERANEK (PE)ERARNE

capability through collaborating with Microsoft in £+ BERFWERE N - RFTAE BN

China. In pursuance of the recommendation by
Government of Jiangxi Province, the Group signed an
agreement to form jointly, with Microsoft, JT Fal{ &
HHfliE R A ] and other three Jiangxi local software
enterprises in China in February 2005. It obtained the
cooperated business registration from the Nanchang
City Administration for Industry and Commerce in May
2005 and started its operation in June 2005. It will
introduce all-out Microsoft management and

technology and will provide the enterprises with ~ A EH#H=E
services related to Microsoft products. Our active
participation in the establishment and operation of
this joint venture will surely help improve our software
project management capability and technological
personnel training.

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 2005 the interests or short RZZTZ 4
positions of the Directors (the “Directors”) and the  ([EE]) REFETHABEARD A HE

chief executive of the Company in the shares and

fEHTER -

BRiELabaE]

AEBET—HEIBZ - 72005
FoAEME (PE) BRARAKRTERIN
FTAAEEE % - AR T AR
BRMARAR  AFRER2005%F5A8
REETIFTREEREGBLELIAS
EHBEN2005F6 A EXFABEE R
BEeslEMEN2ETERM T AL
ERUMEERNEERY - RMNEEGS
HEURCENEECE  BHEPHME
REERE N MBI AT B3

EERIETBRABRARTREMN

BOEE R KRB0 2 s EM’&‘%‘

AFNA=1TH ARAZESR
B (EERELZLIEHRM ([E5H

underlying shares (the “Shares”) of the Company or ~ RHEAE &) EXVEL) 2 ikt RAARI R (7
any of its associated corporations (within the meaning ([

of Part XV of the Securities and Futures Ordinance
(“SFQ”)) 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 -

Director

EE

)R HEBREES RIEEGIEXV
BETRSDWBAEMNG AN KRBT HE
=HAR (Mﬁ?&gmﬁﬁﬁﬂﬁ BB BREA
ERRBIRIERA 2 ERIOKE) - HR
HFREBEK 5U%352 E?A’)\EZ BN
mEZEMAZEZERAR &ﬁ?ﬁé‘%
REMHAES. 4655, 67%?5%]@215
RERZzERSARE W :

interests in Shares (a) AAT-BRHER

Nature of Interest

Percentage of
No. of Shares  shareholding

ROHE HREDL

Mr. Peng Gexiong
PRIERE
Mr. Wang Chaoju
THEEE

Rty

Interest of a controlled corporation (Note 1)
R EEER (Hizt1)
Interest of a controlled corporation (Note 2)
B RS (Hizt2)
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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)

(i)

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

(

b) MEEE-ROES

() ARE—FEHEEE(EER
FHRAEEA)Educators
Investmenthg 7k & & i E 8
0.108 7.2 R {7 ([Educatorsft
B1) 28

Approximate

percentage

Name of Type of Number of Educators holding of

Director Interest Shares held Educators Shares

Educatorsf 3

i #Educators BEREY

ExEB ERER RGOEE RS E

Mr. Peng Gexiong Beneficial 9,770 97.7%
TR E B

Long positions in the shares of HK$0.10 (i) AAE—FKE LB (TR

each in the capital of Modern Precise (the BEERHEEG)Modern

“Modern Precise Shares”), an associated PrecisefiR 78 th 7 IR ETH0. 10%

corporation (within the meaning of the T2 B 15 ([Modern Precisef#

SFO) of the Company ) ZFE

Approximate

Number of percentage

Name of Type of Modern Precise holding of

Director Interest Shares held Modern Precise Shares

g Modern Preciseft {3

Modern Precise BREZ

E=£B EzER RH#E RS E

Mr. Wang Chaoju Beneficial 1 100%
pasyickiabite B4
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Save as disclosed above, as at 30 September 2005,
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 HREZRESRUBEKAAEEETHEZ
WITH DISCLOSEABLE INTEREST AND SHORT RHOBEHERARAEZIERRRAL
POSITION IN SHARES UNDER SFO

So far as is known to any Director or chief executive  BEMEZEE XA AR ZEETHRAEN
of the Company, as at 30 September 2005, the X' R=ZTTAFNA=+H TIAT
following persons (other than the Directors or chief ~ (EXFIBEZ ARG EEHETETHAE
executive of the Company as disclosed above) had  BR4N RERD R BB RIEZE A LS KNS
an interest or short position in the Shares as recorded 33615 /B &, A% 1§ HIFT it 2 B i & MR 2 4
in the register required to be kept under section 336  #HE AR M EE S EEEEEFERNKTE
of the SFO, and were directly or indirectly interested ~ AIE— 15N TR AEBEMEMEE A
in 5% or more of the nominal value of any class of AIZREAE ERFEZRAHEES%IA L
share capital carrying rights to vote in all  #: :

circumstances at general meetings of any other

member of this Group:

Long

positions in shares

BB ZHE

Percentage of

Name Nature of Interest Number of Shares  shareholding

&9 BEtE RO#E BFRESL

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

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

FELL £ (Hat1)

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

HemLty EnEARA

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

TERLTL EY (Hat2)

Notes: Mt -

1.

Under the SFO, Ms. Li Qin, spouse of Mr. Peng 1. REZFHLHERM  EXFTELLTAY
Gexiong, is deemed to be interested in the Shares. BIBEE RS WUBERABERNZ

-

Under the SFO, Ms. Wang Chun Ning, spouse of Mr. 2.  REZFHFLHEEN  EXTEERZ LA
Ye Jinxing is deemed to be interested in the Shares. ESREEZERG  WHEBRAFERND

2% -
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Save as disclosed herein, as at 30 September 2005,
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 5% 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 2005.

Save as disclosed above, the sponsor had no other
interest in the Company as at 30 September 2005.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SHARES

For the six months period ended 30 September 2005,
neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s
listed shares.
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COMPETING INTERESTS

For the six months period ended 30 September 2005,
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.

COMPLIANCE WITH CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company applied the principles and, subject to
the following deviations, complied with all the code
provisions as set out in the Code on Corporate
Governance Practices contained in Appendix 15 of
the GEM Listing Rules throughout the period under
review, except that:

A2.1 The chairman and chief executive officer of the
Company is the same individual;

B1 The remuneration committee has not yet set up
by the Company.

Mr. Peng Gexiong (“Mr. Peng”) is both the chairman
and chief executive officer of the Company who is
responsible for managing the Board and the Group’s
business. Mr. Peng has been both chairman and chief
executive officer of the Company since its
incorporation. The management considered that there
is no imminent need to change the arrangement.
However, the Board will continue to review the
effectiveness of the Group’s corporate governance
structure to assess whether the separation of the
positions of chairman and chief executive officer is
necessary.
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The Company has already planned to set up a
remuneration committee in writing before December
2005 because most of the staff will have their salary
review in December.

SECURITIES TRANSACTIONS BY DIRECTORS

During the six months ended 30 September 2005.
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 2005.

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 Mr. Jiang Minghe, Mr. Law Chi Yuen and Mr.
Cheng Yun Ming Matthew.

The Group’s draft unaudited financial statements for
the six months period ended 30 September 2005
have been reviewed and commented by the audit
committee members.
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As at the date of this report, the Board comprisesthe RAREEH EZE@REBEUTE

follow directors: =

Executive directors: HWITESE :

Mr. Peng Gexiong (Chairman) TR, (FE)

Mr. Wang Chaoju packie:k e

Mr. Peng Gang ZHl%E

Independent non-executive directors: BUIRTESE

Mr. Jiang Minghe BISAELE

Mr. Law Chi Yuen BERESE

Mr. Cheng Yun Ming, Matthew AL

By order of the Board AEZg®

A & K Educational Software Holdings Limited AGKHEBRHEZERBRAR"
Peng Gexiong TE

Chairman 213

China, 14 November 2005 TR CEERFE+-ATMA
* for identification purpose only * EHEHER
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