


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 Stock 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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Interim

HIGHLIGHTS

Turnover of the Group for the six months ended
30 September 2006 were approximately
RMB3.2 million, representing a decrease of
approximately 46% as compared to the
corresponding period in the previous fiscal
year.

The Group realised a profit attributable to
shareholders of approximately RMB9,000 for
the six months ended 30 September 2006.

Basic earnings per share of the Group was
approximately RMB0.000035 for the six months
ended 30 September 2006.

The Board does not recommend the payment
of any dividend for the six months ended
30 September 2006.

Report 2006/07 & H #H &

EES

AEEBE_TTRFAAZTAL
NEABREzEEZENRARKES.2
BET  BLEAMBFEERBRD L
46% °

HE-TTAFAASTAILAEA
0 AEEBERZBREEEEFD
ABAREIFT -

AREBE-_TTRFNAZTHL
ANEABEZERENNAARE
0.0000357C

EEQUTERREE_ZTZTFN
A=+81EA 8RR E AR

B o
o



A & K Educational Software Holdings Limited e A & K B R4 ZERER A A i

UNAUDITED RESULTS FOR THE SIX MONTHS BZE=-ZEAEAA=1+HLEAMEA
ENDED 30 SEPTEMBER 2006 HEzRREREE

The board of directors (the “Board”) of A & K A & KEBEHIERAR A E ([RAF])
Educational Software Holdings Limited (the ZZ&([EE€])MALD ﬁ?zl& 7)§€E1\|3ﬁ
“Company”) is pleased to announce the unaudited BAR (KBIAEE)HE-_TT X FAH
consolidated results of the Company and its A=+ BN IH& 1IH HERESR
subsidiaries (collectively the “Group”) for the six A %¥E  BRE_ZTRFRHZ AL
months and three months ended 30 September 2006,  EXLLEHFMT

together with the unaudited comparative figures for

the corresponding periods in 2005, as follows:

(Unless otherwise stated, all financial figures — (BBE#EERES) » Ab HIEI SR E AT FTE
presented in this interim financial report are B HEHAFEUARE ([ARE]) Frdl
denominated in Renminbi (“RMB’”) thousand dollars) — 1&)

UNAUDITED CONDENSED CONSOLIDATED REEREEEAEEE
INCOME STATEMENT
Six months ended Three months ended
30 September 30 September 30 September 30 September
BEANA=TRL BENA=TRL
~fEA =f8A
Notes 2006 2005 2006 2005
Mt ZEERE  TThE  ZBERE _TTIf
Turnover CEL 2 3,161 5,886 2,077 3,280
Cost of sales HEMA (1,248) (908) (674) (442)
Gross profit B 1,913 4978 1,403 2,838
Other revenue Ehka - 683 - 683
Other net income HiplAFE 185 35 83 -
Distribution costs DMK (954) (478) (570) (269)
Administration expenses THREY (1,076) (2,291) (537) (1,765)
Profit from ordinary BHAAEER
activities before tax bl 4 68 2,927 379 1,487
Taxation BB 5 (59) (294) (55) (294)
Profit attributable BRI ST
to shareholders 9 2,633 324 1,193
Dividends attributable HARE
to the period 6 - - - -
RMB (Yuen) | AMB (Yuen)| RMB (Yuen) | AMB (Yuen)
ARE () | AR¥(T)| ARE(m) | AR%(1)
Earnings per share GRER
- basic % 7 0.000035 0.010 0.0013 0.005
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UNAUDITED CONDENSED CONSOLIDATED
BALANCE SHEET

BB W &

ARBLRBAGREERARR

(Audited)
(& E%)
30 September 31 March
Notes 2006 2006
i —EERF ZEERF
AA=+R =A=+—H
Non-current assets FRBEE
Property, plant and equipment  [EE & E 8 481 527
Interest in associates i RN £ 2,648 2,648
3,129 3,175
Current assets REBEE
Inventories & 217 204
Trade receivables U E SRR 9 8,051 10,494
Prepayment, deposits and BRRE - RZek
other receivables HEUWERR 6,183 6,897
Cash and bank balances Be RIRTTEH 51,958 48,336
66,409 65,931
Current liabilities REBEE
Trade payables BB SRR 10 25 25
Accruals and other T RIA R
payables H i e ERK 6,093 5814
Amount due to a shareholder  FEfTAR B I8 1 1
Amount due to an associate e HE & R B FRIE 1,500 1,500
Taxation payable FERTIIR 1,006 862
8,625 8,202
Net current assets REBEEZFE 57,784 57,729
Total assets less EELER
current liabilities wRBEE 60,913 60,904
Non-current liabilities kRBEE
Deferred taxation RIER IR 459 459
Net assets EEFE 60,454 60,445
Capital and reserves BAR#E
Issued share capital BEITRA 11 27,030 27,030
Reserves ] 33,424 33,415
60,454 60,445
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UNAUDITED CONDENSED CONSOLIDATED ARENERSOEZRTE
STATEMENT OF CHANGES IN EQUITY

Foreign
Stafutory  Stafutory ~ curreney
Share  Share Confrbuted  Capital ~ common  vweffare translation  Retained
capital ~ premium surplus resemve  reseve  resene  reseve  profis Total
(inaudited) ~ (inauaited)  (unavaited)  (unaudted) (unaudted)  (unaudted) (uneudted)  (unaudited)  (unaudited)
kx  BBEE EAEY EREE ENEE RENE:  ENRE REM ;
(a0 (REER) (REEM) (REE) (REEM) (EER) (RERY) (REER) REEY

Belance a5 of HZEE7ERR

1 April 2006 -Alk 700 13483 9% 1 304 1621 (g 1442 60,445
Poftforhe Smohsended ~ E2-EEAEARZTELE

30 Septenber 206 2 - - - - - - - ) :
Belance a5 of HZS5RENA

30 September 2006 “HAzEE 700 13483 93 11 3 161 (3 4 60,454
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UNAUDITED CONDENSED CONSOLIDATED

CASH FLOW STATEMENT

For the six months ended 30 September 2006

Report 2006/07
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Six

months

ended 30 September
BEAA=ZTHLAEAR

2006 2005
ZBEXRE —ZEREF
Net cash inflow from REEKHBRS
operating activities MARER 3,706 3,486
Net cash (outflow)/inflow BREZDMBEERS
from investing activities (R /RAFE (84) 13
Net cash inflow before REtBERABERS
financing MAFEE 3,622 3,499
Net cash outflow BAMGES
from financing pintepeik:c] - (1,000)
Increase in cash and cash ReRkBReEEY
equivalents Z 3,622 2,499
Cash and cash equivalents at  HI#3R & &
the beginning of the period ReEED 48,336 33,575
Cash and cash equivalentat ~ EiRIRE K
the end of the period ReZED 51,958 36,074
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Notes:

1.

Principal Accounting Policies

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 2006.

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

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.

i

FTEETBE

AEECHAT BT BERDIREAES
GEEAE ([BEGEHEIAG]) R
FEBRMEREMR [P HRBRE | UK
(BRBARSMARDAAEIERES £
TRADZERRBEREMBEE - A
ZEHBKREBRE_TTAF=A=1+—
gtif‘%Z%ﬁﬂﬂ%i&%Pﬁ@J%%E@—

AP RTBRRAREEY, KO hE
BEEQEM -

ARAEERRAMZERR S RERE
REEEERYE -

AEETREPEARLME ([FE])
EEW AEXBEHTIEUARBET
AEAEBRMZEETUAARBRR -

Turnover 2. BER
The Company is an investment holding company and AAFB—RREERAF - MENS
its subsidiaries established in the PRC are BT YHBAREELT BN SRS 8
principally engaged in the development and BT S TS - S B RIS LA R 32
distribution of education software, provision of HAEEE R B o
internet services and provision of related information
technology services in the PRC.
An analysis of the Group’s unaudited turnover is set REBMAGRE Y LEIHNOT -
out as follows:
Six months ended Three months ended
30 September 30 September 30 September 30 September
BEMA=THLAMEA BEAA=THL=EA
2006 2005 2006 2005
IRENE ZET5F ZEERE “ITRF
Turnover £5%
Sales of self-developed education software  EBTHEHERN
Standard package basis HRESARA - 5,810 - 3,280
Sales of internet learming card EERRESEE 3,161 - 2,077 -
Network integration, IT services BAERK - ERMR
and others RBRE - 76 - -
3,161 5,886 2,077 3,280
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Segmental Information 3. SHER
Business segments EJ oo
An analysis of the Group’s revenue and results for AREBMABRLED LD 2 W T2
the period by business segments is as follows: ESHMT :
Six months ended Six months ended
30 September 30 September
2006 2005
BE-BZA% HZE-ZTAF
AB=+H nA=+H
IERER 1EAEAR
Revenue from external customers REMBEP 2 Y
Sales of self-developed education software 4% B{THEAB &

Standard package basis MR AR - 5,810
Sales of internet learning card EELBAZER 3,161 -
Network integration, IT services BEEMN - AR

and others R R EA - 76
Total turnover BEESE 3,161 5,886

Segmental results AEEE
Sales of self-developed education software 4% B{TRIEAF &

Standard package basis EEH AR - 4,963
Sales of internet learning card EELBAZEK 1,913 -
Network integration, IT services RREK - AR

and others PR R EA - 15

1,013 4,978
Unallocated items AHOBEE
Other revenue Hib i - 683
Other net income Hib WA FE 185 35
Distribution costs DEHA (954) (478)
Administration expenses B (1,076) (2,291)
Profit from operations BEEBRN 68 2,927
Taxation A (59) (294)
Profit attributable to shareholders R R A 9 2,633
Geographical segments 2 53 5

During the period ended 30 September 2006 and
2005, 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-_TT ER-_TTAFNA=+H
IHERA - AEE 2K REFERE
REEZEP MU ESTENRDES

HEHZHMIAL o
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4.  Profit from ordinary activities before tax 4. BRBABEEERA
Profit from ordinary activities before tax is after BREATAEEB SN EMBRATIER
charging:
Six months ended Three months ended
30 September 30 September 30 September 30 September
BEAAZTRLAERA HBEAAZTHLZERA
2006 2005 2006 2005
ZEERE St ZRERE “TTRf
Audit Fee KEER - - - -
Cost of inventory sold and ELFER
senvioes rendered RERB A 1,48 908 674 442
Depreciation of fixed assets ErEENE 130 169 66 8
Operating lease rental in respect it REF 7 &%
of land and building figfs 195 130 95 65
Provision for doubtful debts REERE - 810 - 810
Research and development cost % R A& 925 768 467 419
5.  Taxation 5  BE
(a)  Hong Kong profits tax (a) BEFEH
No provision for Hong Kong profits tax has HRAREENANEA BEALE
been made as the Group did not derive any BOEMASMEBANEGH 2K
income subject to Hong Kong profits tax A BT EARERSEEL T
during the six months period. B
(b)  PRC enterprise income tax (b) HEREMER

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 (JLFI& ¥9MNE 540 E A 1EEE), pursuant
to the Income Tax Law of the PRC for Foreign
Investment Enterprise (J)ME#% & 1 % R INE 1
¥£/115%%) and with the confirmation received
from the Nanchang Hightech Area Tax Bureau
(MEmEHFRERRB) 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. For the six months
period ended 30 September 2006, Jiangxi A &
K was subject to a reduced tax rate of 7.5%
thereafter.

AEBMWEDAIATHHE LG
BRAF(DIAFTAD DAEER
MAEEERE AT ELE
FrEH -

HRBIREEHNESEEEIER
BEZZNERE  BREFEING
RAECERIIECEMERERR
EMmTEERAR-STNF=
A—AZHRE IETHEER
FRECEMSH  AEEERF
EEEBAFEEBER) EMEF
HErEMSGH U RER=F
BEEMS0%EEMER - HE-T
SRFAA=THIEANEAER -
IRETAREEERSRER D ZH
EHT7.5% ¢
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Taxation (continued)
(c)  Deferred tax

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

Dividends

The Board does not recommend payment of any
interim dividend for the six months period (six
months ended 30 September 2005: nil).

Earnings Per Share

The calculation of basic earnings per share is based
on the unaudited consolidated profit attributable to
shareholders for the six months ended 30 September
2006 of RMB9,000 (2005: RMB2,633,000) and
255,000,000 shares in issue. (2005: 255,000,000
shares) No dilutive earnings per share was
presented because there was no dilutive potential
ordinary share in existence during the six months
ended 30 September 2006 and 2005 respectively.
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Property, plant and equipment 8. BEEE
Leasehold Computer Office Motor
Improvement Equipment Equipment Vehicle Total
BEEE BHRE BAZRAE g i
Cost B
At 1 April 2006 RZZTRERA-A 308 3,773 195 758 5,034
Additions RE - 34 30 2 84
Disposals #i - - - (170) (170)
At30 Seplember 2006 RZETAEAAZTA 18 3807 25 608 4948
Accumulated Depreciation  Z3tH1E
At 1 April 2006 RZEE/ EMA-R 308 3393 151 655 4507
Charge during the period ~ AEE 2R - 69 5 56 130
Disposals writen back HEREE - - - (170) (170)
At30 Seplember 2006 RZETAEAAZTA 18 3482 186 541 4467
Net book value RERE
At 30 September 2006 RZEENENAZTH - 345 69 67 481
At 1 April 2006 RZETREEA-A - 380 44 103 527
Trade Receivables 9. EWEZEX
Aging analysis of trade receivable is as follows: EUWESERZERAMOT -
30 September 31 March
2006 2006
—geAE =
AA=tH =ZA=Z+-H
0 to 30 days 0£30A - 665
311to 60 days 312608 - 69
61 to 90 days 61290H - 225
91 to 180 days 91£180H - 7
Over 180 days but less than one year 180B A LB BB —F 24 5,830
Over 1 year BB—F 11,421 7,092
11,445 13,888
Less: impairment losses B REREE (3,394) (3,394)
8,051 10,494

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.

10
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Trade Payable 10.

Aging analysis of trade payable is as follows:

FEA4 & 5 BR K

BRBSZERZERIWTAT -

30 September 31 March
2006 2006
ZEEIRE ZZTRE
hA=tH =A=+-H
0to 30 days 0£30H - 25
Over 180 days but less than one year 1808 A LEFBB—F 25 -
25 25
Issued share capital 1. BEITRA

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

ARBZEECHETRBRBANT

30 September 2006 31 March 2006
ZEEREAAZTA Z2ERF=A=T-H
Total Total
Number of nominal Number of nominal
shares value shares value
RA%E anE R &8 ZRHE
’000 RMB’000 ‘000 RMB000
TR ARETR Fiz AREFT
Authorised ETE 2,000,000 212,000 2,000,000 212,000
Issued and fully paid BEARER
Ordinary shares of HK$0.01 each BREEOTVET
ZEBk 255,000 27,030 255,000 27,030

11
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12.  Operating lease commitment 12. REHERE
At 30 September 2006 and 31 March 2006, the RIEENFNAZTAR-ZTNEZ
Group had operating lease commitment in respect of R=+—8B AEERLHREFR TSI
land and building which fall due as follows: HEF s EEBERENT
At 30 September At 31 March
2006 2006
RZZERE RZZTRE
AB=+H “A=1+-H
Within one year —FR 1 360
In second to fifth years inclusive FEZEZERF
(REERMF) 537 433
538 793
13.  Approval of the condensed accounts 13.  BEEHIKRE
The condensed accounts were approved by the BREAR TS FT-—ATHNAEE
Board on 14 November 2006. EERE -

12
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MANAGEMENT DISCUSSION AND ANALYSIS
FINANCIAL REVIEW

The Group recorded a turnover of approximately
RMB3 million for the six months ended 30 September
2006, representing a decrease of approximately 46%
as compared to the corresponding period in the
previous fiscal year. The decrease was mainly due to
the Group’s decision to carry out reforms on its
principle business, from development and distribution
of education software to provide education resources
through internet by selling internet learning card. As
the new business was only at the preliminary stage,
the turnover contribution was not significant.

The cost of sales was approximately RMB1 million
for the six months ended 30 September 2006,
representing an increase of approximately 37% as
compared to corresponding period in the previous
fiscal year. The main reason for the increase was due
to additional boardband charge of the server for
internet access.

The distribution cost was approximately RMB1 million,
representing an increase of approximately 99% as
compared to corresponding period in 2005 because
the Group employed additional sales staff to promote
the internet learning card business.

The administration expenses was approximately
RMB1 million, representing a decrease of
approximately 53% as compared to same period in
2005, because nil doubtful debts was provided and
nil financial advisory expenses on listing was
incurred.

13
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Liquidity and Financial Resources RBESRMBER

As at 30 September 2006, the shareholders’ funds of R -ZEZXNENA=+H AEBEZBKE
the Group amounted to approximately RMB60 million. B4 4 AARB6FET - RBEEHAA
Current assets amounted to approximately RMB66 ~ RE6f6AET * R HARKESF2AEE
million of which approximately RMB52 million were ~ 7TARE RR{TEH @ SHARB1T4E
cash and bank balance and approximately RMB14 B ARKEFEXR  BHRE  BE Rk
million were trade receivable, prepayment, deposit ~ HEWEER - AEBZRBHEBLHAA
and others receivable. The Group’s current liabilites ~ R¥9FEE T ©

amounted to approximately RMB9 million.

Charge of Assets HEEEA

As at 30 September 2006, the Group did nothave any HR_ZZXFNA=+H  AEEWET
charges on its assets. MEEER

Capital Commitment BEREE

As at 30 September 2006, the Group did nothave any R _ZZXFNA=1H - BRI 1267
material capital commitments apart from those  # 5 &b » K& B I £ (F 0] & K& RNk
disclosed in Note 12. o

Foreign Exchange Exposure and Hedging Policy SN B Bk 2 R ER

Since most of the income and expenses as well as  HRAEBABHUIREEGETIUA
assets and liabilities of the Group are denominated REAZM  EZTERAREELTEEKR
in Renminbi, the Board considers that the Group has ~ YMEE K « IREREUE ML HBE -

no material foreign exchange exposure and no

hedging policy has been taken.

14
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Contingent Liabilities

As at 30 September 2006, the Group did not have any
material contingent liabilities.

Human Resources

As at 30 September 2006, the Group had 177 full time
employees in the PRC and Hong Kong. At the same
time, there were 51 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 strategic reorganization, the Group is principally
engaged in the internet education business with a
view to expand its business. The original target users
had been expanded to different age groups ranging
from children to adults, resulting from provision of
universal internet education service system. AK
Education On-line is a combination of educational
resource web, middle and primary school web and
vocational education web in one. In the aspect of
contents, AK Education On-line at present has four
major education content lines: provision of
educational resources for the teachers, provision of
synchronous tuition for the parents and students,
provision of vocational education service for the
adults, and provision of examination contents for
examination education. In the aspect of service, AK
Education On-line is a fusion of educational resource,
studying community, entertainment community and
room for communication, etc., forming a good

15
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interactive application mode for the general users. In X » N7 tEHEEH A5 BEMER
order to fully enhance the function and contents of ~ BRFID RRAIFIE RFEEE - R
AK Education On-line, we are also actively seeking SR EBFIERHIRE °

cooperative partners to establish our sales system

gradually. With the establishment of seven new

branches, together with our existing Shenzhen branch

and Beijing representative office, our sales channel

achieved a further development.

At the same time of matching the internet education, HERAGLHBABENREE @ LA REEE
the Group has launched the vocational education FEGEBZEGHEREZIME
plan with the State Ethnic Affairs Commission of the &l » ZFIEE FERBEHE LR
PRC. We started to carry out the vocational education ~ T{E - I 2 &R SR EKLESAKE
work and has set up AK Training Center in Nan Chang 0 - ISR EB 22N BB E KB
with the relevant certificates for vocational education. & °

China Internet Network Information Center (CNNIC) T Egﬁﬁ%ﬁﬁﬂq:"b (CNNIC) 720064
TREMCETNRTEEBEEERR
S &) o MEHET - B 1LF|20065 67308 -
Internet Development in China” in July 2006. Through HEBRAZEN T1.23BA » BEE[R
the end of June, China had 123 million internet users, ~ HRAALLIER T19% @ EPEH FRBRA
up 19% from the same period in 2005, of which 77 %A‘\%W\OO%/\\' Eﬁﬁﬁjﬁqﬂ & 2/3M) Lt
million are broadband users, covering 2/3 of the total W\Y % ﬁiﬁ%ﬁ%\: : $/K$ﬁ%}a

, : , , BRENTFELE LERRDHT - &1
number of internet users and ranking second in the  #|o006%E6 5300 @ fE2fEd /N B4 »

world after United States. The statistics first disclosed ~ #85 4+ B #3000& © SEEBE AHH
the analysis of the status of the teenage internet /4" F/NRAEBBEE2IE KEE15% « K
Uyt 30 June 2006, among th szoo miion TRETRERBBBERDELBILLE -
users. p 10 S ne “EH0, Among the N R AR ES6008 AT R (RIEL B
middle/primary school students, there were 30 million = B EhMb=E)h - D& FHHA
students using internet, representing 1/4 of the total ~ #i#1800% : 60008 )+ £ £ (BIE L
number of internet users. The internet usage BYIR B T) o 'ﬁlﬁﬁi@jooogj
. R g MBEEEBERE o ARBIE - OB
penetration rate for middle/primary school students FHELEERESENADHRT - K
reached 15%, of which the internet usage penetration  ZAK#E B8 A S R & 1 b 5 & 4%
rate of high school students is over 50%. At present,

released its “18th Statistical Survey Report on the

among 36 million high school students in the PRC
(including general high school, specialized high
school and subordinate specialized high school), 18
million of them are internet users. Among 60 million
middle school students (including general middle
schools and specialized middle schools), over 10
million students are internet users. The Group
believes that internet education business has been
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gradually acknowledged in the public. Through the
continuous adjustment and development of the
contents and services of AK Education On-line, and
the expansion and enhancement of our sales
organization, the Board believes that the user groups
of AK Education On-line will have a rapid increase.
With the bright market prospect, we have more
confidence to focus on internet education business
in next few years.

China has a large population, through the rapid
development of economy and the adjustments of
industrial structure, a lot of excess agricultural labor
have transferred to non-agricultural industry. The
structural contradiction of employment is also great.
There is lack of professionals to fill up some
employment vacancies. Some industries have great
social demand but there is shortage of qualified
labour. Therefore, strengthening of the development
of vocational education, achievement of re-
adjustment and re-configuration of labor resources,
and encouragement the labor re-employment are the
long-term tasks of the PRC Government. With our
proactive participation in vocational education
business, our education experiences and the relevant
support from the government, the Board believes that
the development of vocational training business will
enhance the business growth of the Group.

17

Report 2006/07 & H #H &

e ARBERBOZE S ERMTE © AK

ERMAPRERSSARENER
HEMOMSIS  FRAZAELER
KE%iW’%EM&AﬂE%%%E%
B o

TEAORS  BELBEORERR B
XEBHE  ERNRZEREDAMER
EXER RENEBUTELT IR
o B ARAT TR FLTE
HEFREE BREAGRD  TEL
BBl ANBREEHE  BEREY
HERNBHEENAE  RESHES
RERBNN—ERENIE - KAEEE
E - BMEGR2EBEEEY - MAR
PZEREHETENERAE @B
XE - BRBERIEY  BEXkATE
Bl IR T RE



A & K Educational Software Holdings Limited e A & K B R4 ZERER A A i

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 2006, 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

ESRIETRABRAQAFRAEM
BEEROREBRO 2ESHLE
RZZZXFNA=+H ARAIZES

([EF]) REBABRABEARRSEM
M EE (TEAELFRBEED ([EFH
&%%%WD%XWDZh )
(THH]) PR RIEE S KEBERHIEXV
BETRSDEBNE AN A R
HmRAR (BREREELRRBEKRIIBEMR
TWRABIRERE ZEFZHIAR) » iR
Em%&%EMW%%M%%ﬁA$MW%
B MAz S AR &w#ﬂ
mimﬁw%5%i5wﬂﬁ =N
MBRTZERSAR WO

2S5

(a) ADFE-RHER

Percentage of

Director Nature of Interest No. of Shares  shareholding
Bz EEiHE ROEE FRESHY
Mr. Peng Gexiong  Interest of a controlled corporation (Note 1) 141,120,000 55.34%
PRIERE REGEERR (Hizt1)

Note: Hist -

(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.
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(1) &%’ LAEducators Investment Limited
(TEducators Investment]) #EE I &
@ ¥ A ° Educators Investment? 5| A&
WA - FLEE  BIEEEREX
ﬁ%iéi&aﬁ%ﬁw7% 1.28%
0.61%%0.41% ° UREREES
Educators Investment 97.7% 2 E# g
w o RBEZEFRAEERD - BHRAKR
A ABEducators InvestmentiFH 2
141,120,0008 Bt 2 2 <
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(b) Associated corporations - interests in
Shares

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

Report 2006/07 & H® 33} &

(b) HEBOLRE-ROES

AR —FKIEHEZE (EEREFR
B & (1) Educators Investmenti&
mEREBEO. 10ETZ KRG
([Educatorsf 17 ]) Z 4/ &

Approximate

percentage

Name of Type of Number of Educators holding of

Director Interest Shares held Educators Shares

Educatorsf f?

Fi#Educators EREY

EEER BHEER RO HE BB

Mr. Peng Gexiong Beneficial 9,770 97.7%
TSRS B

Save as disclosed above, as at 30 September 2006,
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 2006, the X&' R=ZTZXFNA=+H TIAL
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 336178 8 AL (&0 Fr it 2 B R AT A 2
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 10% or more of the nominal value of any class of AZBWEAE FIRE 2 B AT E10%8L A
share capital carrying rights to vote in all  F#z#: :

circumstances at general meetings of any other

member of this Group:

Long positions in shares BG2FE
Percentage of
Name Nature of Interest Number of Shares  shareholding
28 ERME RPEAE BERAESL
Educators Investment Beneficial owner 141,120,000 55.34%
EnEBA
Ms. Li Qin Family (Note 1) 141,120,000 55.34%
ZELTL ER3 (Mizt1)
Mr. Ye Jinxing Beneficial owner 36,000,000 14.12%
HemiHs EnEBA
Ms. Wang Chun Ning Family (Note 2) 36,000,000 14.12%
ITERZL e (Mizt2)
Notes: Mt -
1. Under the SFO, Ms. Li Qin, spouse of Mr. Peng 1. REZFHLHERM  ERFTELTAY
Gexiong, is deemed to be interested in the Shares. BIBEE RS WUBERABERNZ
T o
2. Under the SFO, Ms. Wang Chun Ning, spouse of Mr. 2. REZARIEKH  ERTERLTA
Ye Jinxing is deemed to be interested in the Shares. HeEELE VRS  WUHBRAFERG
¥ o
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Save as disclosed herein, as at 30 September 2006,
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.

SHARE OPTION SCHEME

On 23 July 2004, the principal terms of the Share
Option Scheme was approved and passed by the
written resolutions of all the shareholders. The
purpose of the Share Option Scheme is to provide the
people and the parties working for the interest of the
Group with an opportunity to obtain an equity interest
in the Company, thus linking their interest with the
interests of the Group and thereby providing them
with an incentive to work better for the interests of the
Group. Given that the Directors are entitled to
determine any performance targets to be achieved
as well as the minimum period that an option must
be held before an option can be exercised on a case
by case basis, and that the exercise price of an
option cannot in any event fall below the price
stipulated in the GEM Listing Rules or such higher
price as may be fixed by the Directors, it is expected
that grantees of an option will make an effort to
contribute to the development of the Group so as to
bring about an increased market price of the Shares
in order to capitalise on the benefits of the options
granted.

For the period ended 30 September 2006, the Board
did not offer any Share Option Scheme to any parties.
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COMPLIANCE ADVISER’S INTEREST AHRERER

Pursuant to a sponsor agreement dated 30 July 2004  REAAFHEEREER AN _EE
entered into between the Company and Kingsway WNEtA=+HIZZREA R EE
Capital Limited, Kingsway Capital Limited has been @BMEERAFRCEZEARARE_ZZ
appointed as the compliance adviser of the Company tF=ZA=+—H (REEZREABZRIE
until 31 March 2007 (or until the sponsor agreement & AT 2 IEF R IE M MR L) A1k 2 5
is otherwise terminated upon the terms and [ARZARER i EEREERELD
conditions contained therein), for which Kingsway &l UEVEEEF -

Capital Limited will receive a fee.

As notified and updated by Kingsway Capital Limited, FEEREERAGDMEMRESR - K=
neither Kingsway Capital Limited nor any of its ZTZEAFAA=Z+TH EEMEERAR
directors or employees or associates (as referred to  SEFRES  EERBMEA L (RAIEIR
in Note 3 to Rule 6.35 of the GEM Listing Rules) had 148 Bl 556.351& M s 3 AT i) #E & R AN 1Y
any interest in any class of securities of the Company &8¢ " & BT a] 5k B A 8L a] 8 Bl B % &
or any member of the Group, or any right to subscribe %’Eﬁf”‘ PR wgﬁik%fﬁ}\ wﬁ%zﬁ
for or to nominate persons to subscribe for the AR AEETMAIKE QR ZES
securities of the Company or any member of the

Group as at 30 September 2006.

Save as disclosed above, Kingsway Capital Limited B EXFTHEEZEN RS FNLAZ
had no other interest in the Company as at 30 +H  EEMEBRAAMERRA A%
September 2006. B H R

PURCHASE, SALE OR REDEMPTION OF THE BE  HEIWEEAARLTRHG

COMPANY'’S LISTED SHARES

For the six months ended 30 September 2006, neither #HZE_-—ZTZ X XFHLA=Z+HIE A EAH
the Company nor any of its subsidiaries purchased, ' ARRIHEFAHBEARBERE
sold or redeemed any of the Company’s Shares. HE Sk EEAD AR EHRR o

COMPETING INTERESTS mEER

For the six months ended 30 September 2006, none #HZE-ZTZXFhLA=ZFTHIEAEAH
of the Directors or the management shareholders or il * ARBIZEE EHEREIHES S
any of their respective associates (as defined inthe B ZHEALT (F&RAIZER EHEA)H
GEM Listing Rules) of the Company had an interest ﬂE’\%’“Tﬁﬁ BEBERKATREERERNE
in a business which causes or may cause any BMEFIEBPHERER

significant competition with the business of the

Group.
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COMPLIANCE WITH CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company has applied the principles and, subject
to the following deviations, and has 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;

Mr. Peng Gexiong (“Mr. Peng”) has been the
chairman and chief executive officer of the Company
since its incorporation and is responsible for
managing the Board and the Group’s business. The
management considered that there is no imminent
need to change the arrangement and believe that this
structure will enable the Group to make and
implement decisions promptly and efficiently.

SECURITIES TRANSACTIONS BY DIRECTORS

During the six months ended 30 September 2006.
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 5.67 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 2006.
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AUDIT COMMITTEE EREES

The Company established an audit committee with AR 72 BR(AIER EH R A 55.2805
written terms of reference in compliance with Rules ~ Z%5.331§ &% T BI15£3XC.3.12C.36 * X
5.28 to 5.33 of the GEM Listing Rules and code Y ERZESVIHIRALBERE - ERZ
provision C.3.1 to C.36 of the code. The primary EB&rIEREA(HheE) ZHMEE
duties of the audit committee are, among others, to ~ NEEZ S ERBRELALELER -
review and supervise the financial reporting YHEAEESRUEZLER - BXZ
processes and internal control procedures of the EB&HARFN=(IBIFENITEZER
Group and to provide advice and comments to the ~ ML 4 - BERAELBEBTERE
Board accordingly. The audit committee is composed X ©

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 ~ AEBEHZ-_TETNFNLA=THIEAE
the six months ended 30 September 2006 have been ~ AHEZ AL ERFBRE B HER
reviewed and commented by the members of the ZE8@REZMUHELIERER -
audit committee.

As at the date of this report, the Board comprisesthe R AREBEH  EEZE@REBEUTE

follow directors: =

Executive directors: HWITESE :

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

Mr. Peng Gang ZHEE

Independent non-executive directors: BUIRTESE

Mr. Jiang Minghe BISMELE

Mr. Law Chi Yuen BEREAE

Mr. Cheng Yun Ming, Matthew AL

By order of the Board AEZg®

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

Chairman 213

PRC, 14 November 2006 TR CEERFET-ATIA
* for identification purpose only * EHEHR
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