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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 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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HIGHLIGHTS

Turnover of the Group for the six months ended
30 September 2007 were approximately
RMB623 thousand, representing a decrease of
approximately 80.2% as compared to the
corresponding period in the previous fiscal
year.

The Group realised a loss attributable to
shareholders of approximately RMB505
thousand for the six months ended 30
September 2007.

Basic loss per share of the Group was
approximately RMB0.0016 for the six months
ended 30 September 2007.

The Board does not recommend the payment
of any dividend for the six months ended
30 September 2007.
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A & K Educational Software Holdings Limited A & K #A R R BRAF

UNAUDITED RESULTS FOR THE SIX MONTHS
ENDED 30 SEPTEMBER 2007

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 ended 30 September 2007,
together with the unaudited comparative figures for
the corresponding periods in 2006, as follows:

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

UNAUDITED CONDENSED CONSOLIDATED
INCOME STATEMENT

Six months ended

BE_S2ELENAA=THLEAEA
HBAzAEERER

A& KHBBMHERAERAR([ARAF])
gxg([EFg)NAL Wﬂl& 7&51%
BRE(RBIAEE])BE_STLFN
A=Z+BUEREAR=

BaREEE  ERZTZT
BRLEBHTOT

ARERz RER
ZRFERBPZ AL

(BT AP BBENZ A
HBEHFZUARE([ARKE]) T
&)

AEBRHARERER

Three months ended

30 September 30 September 30 September 30 September

BEAR=tHLE BEAR=tHLE
~EA =)
Notes 2007 2006 2007 2006
i3 ZEBtE  CZITSNF ZBEtE  ZTTRE
Turnover 258 2 623 3,161 326 2,077
Cost of sales HERA (923) (1,248) (495) (674)
Gross (loss)/profit (E8) /£7 (300) 1913 (169) 1,403
Other net income HiplAFE 1,080 185 309 83
Distribution costs DMK (223) (954) (144) (570)
Administration expenses THREY (1,062) (1,076) (562) (537)
(Loss)fprofit from ordinary ~ BHABEER
activities before tax (B8 /&8 4 (505) 68 (566) 379
Taxation ] 5 - (59) - (55)
(Loss)/profit attributable REER (BR) /&
to shareholders (505) 9 (566) 324
Dividends attributable HAkE 6
to the period - - - -
RMB (Yuen) | RMB (Yuen) | RMB (Yuen) | RMB (Yuen)
ARB(n) | ARB(T)| AR¥(m) | ARE(T)
(Loss)fearnings per share S (E5%8) /&7
~ basic -EK 7 (0.0016) | 0000035 (0.0018) 0.0013
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UNAUDITED CONDENSED CONSOLIDATED FREEREEEACEEEE
BALANCE SHEET
(Audited)
(& E%)
30 September 31 March
Notes 2007 2007
i —EELF —TTLF
AA=+R =A=+—H
Non-current assets FRBEE
Property, plant and equipment  [EE & E 8 94 382
Interest in associates N NI X 2,311 2,311
2,405 2,693
Current assets REBEE
Trade receivables W E 5 ER 9 2,924 2,924
Prepayment, deposits and BRFE - Rek
other receivables HEUERR 6,347 6,330
Cash and bank balances Re RIRITEH 160,672 37,378
Pledged bank deposits ERRITIF R - 12,870
169,943 59,502
Current liabilities REBEE
Trade payables BB SRR 10 25 25
Accruals and other T RIA R
payables H i e ERK 4,938 5,597
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 790 792
7,254 7,915
Net current assets REBEEZFE 162,689 51,587
Total assets less EELER
current liabilities REBEE 165,094 54,280
Non-current liabilities kRBEE
Deferred taxation RIER IR 416 416
Net assets EEFE 164,678 53,864
Capital and reserves BAR#E
Issued share capital BEITRA 11 32,079 27,030
Reserves ] 132,599 26,834
164,678 53,864
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

ARBREAGERREZDX

Foreign
Statutory ~ curteney
Share  Share Confrbuted  Capital ~ common translation  Retained
capital  premium  surplus reserve  resene  resene  profits Total
(inaudted)  (inaudted) (inavdted) (inaudted) (naudlted) (unudied) (unaudited)  (unaudted)
OB ML MRR WOME EIM M hEW o
(*EBH) (EER) (REEW) (REEW (REER (REER) (REBR) (REER)
Balance s of
1 hpril 2007 0 1348 " i1 L/ A I I
Plcing Eg 500 10648 1147
Ivestment i subsidary ~ FAFE (153) (153)
lossforhebmontisended  #Z-55¢ENA=TAL
30 Sepember 2007 ekl (e (A0s)
Balance s of
30 September 2007 201 19906 M i1 18 (1) 8% 1646
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UNAUDITED CONDENSED CONSOLIDATED

CASH FLOW STATEMENT

For the six months ended 30 September 2007

Interim Report 2007/08 # H % #& % &%

AEERHREERERER
BE-—FBZLFNA=THILNER B

Six months
ended 30 September
BEAA=ZTHLEARER

2007 2006
—BTLF —ETX

Net cash (outflow)/inflow from &2 %% (i) /e

operating activities MARER (1,128) 3,706
Net cash inflow/(outflow) BREZDMBEERS

from investing activities MAFE/ (Rt 233 (84)
Net cash (outflow)/inflow Ret@ER GRE) /B

before financing MAFEE (895) 3,622
Net cash inflow BAMGES

from financing MAFE 111,472 -
Increase in cash and cash ReRkBReEEY

equivalents Z 110,577 3,622
Cash and cash equivalents at  HI#3R & &

the beginning of the period HeEED 50,248 48,336
Effect of foreign exchange BE 550 &

rate changes (153) -
Cash and cash equivalentat ~ HIRIR& &

the end of the period BReEED 160,672 51,958

5 A & K Educational Software Holdings Limited A & K ZE & {HERERAF




A & K Educational Software Holdings Limited

ARKBBRHERERRA

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 2007.

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  FIERA
ZEHBRREBRE_TTLF=A=1+—
gﬁi@Z%i%%ﬁ%%ﬂﬁ%ﬁ@*

AP RTBRRAREEY, KO hE
BEEQEM -

ARAEERRAMZERR S RERE
REEEERYE -

AEETREPEARLME ([FE])F
EEW AEXBEHTIEUARBET
AEAEBRMZEETUAARBRR -

Turnover 2. EER
The Company is an investment holding company and ARFB—RBELRAT  MERTE
its subsidiaries established in the PRC are IﬂiﬁZMﬁ%@ﬁi%Eﬁp ?ﬁé%%ﬁ\(éﬁfﬁ
principally engaged in the development and BB R ANER  R U ERERE RIS
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 REERCRE Y SEBEHHMT
out as follows: ’ -
Six months ended Three months ended
30 September 30 September 30 September 30 September
BEMA=THLAMEA HEAAZTALZERA
2007 2006 2007 2006
ZERLE ZETNE ZERLE IR
Turnover £5%
Sales of internet learming card EEERMEEE 623 3,161 32 2077
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3.  Segmental Information 3. oHEH
Business segments ES 3.
An analysis of the Group’s revenue and results for AEBRERNUERS B T MR E
the period by business segments is as follows: ESHMT :
Six months ended Six months ended
30 September 30 September
2007 2006
BE-ZTtR HE-ZT/F
AA=+A NA=1+RH
EAREA 1EREA
Revenue from external customers RENMDEP 2 Wi
Sales of internet learning card EELBAZEK 623 3,161
Segmental results NEEE
Sales of internet learning card EELBHEZER (300) 1,913
Unallocated items vl
Other net income Em A FE 1,080 185
Distribution costs AEBAK (223) (954)
Administration expenses B (1,062) (1,076)
(Loss)/profit from operations mexK(BR) BN (505) 68
Taxation BE - (89)
(Loss)/profit attributable to shareholders TRERELS (B38) /5 F (505) 9
Geographical segments & 7
During the six months ended 30 September 2007 gﬁg:%%ti&:%?ﬁ%hﬂ?jﬂ
and 2006, the Group derived all of its revenue and ILREAR - AKEZ KSR (BIE)

(loss)/profit from customers who are located in the
PRC. Hence no separate geographical analysis of

the segment profit and loss is presented.
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A & K Educational

Software Holdings Limited A & K B S ZRAR A A

Islands, British Virgin Islands (“BVI") and
Hong Kong has been made as the Group has
no income assessable for profits tax during
the six months period in those jurisdictions
(2006: RMB59 thousand).

Jiangxi A & K, the subsidiary where the
majority of the Group’s turnover is derived
therefrom, was subject to PRC enterprise
income tax (“EIT”). The Jiangxi A & K has
obtained a certificate of “Software
Development Enterprise” from the Ministry of
Information Industry of the Jiangxi Province (
TIHAESEEE) on 15 August 2001.
According to a notice jointly issued by the
Ministry of Finance, State Administration of
Taxation and General Administration and
Custom on Taxation Policy in respect of the
Encouragement of Development of Software
and Integrated Circuit industries (Z37 5Bh &
EXNEREREXERAARNBGRERENR
#0), Jiangxi A & K is exempted from EIT for the
two years starting from its first profit-making
year (after offsetting the accumulated losses)
and is entitled to a 50% relief on EIT for the
subsequent three years.

Interim Report 2007/08 & H % #&

4.  (Loss)/profit from ordinary activities before tax BB ERER (BB 5
(Loss)/profit from ordinary activities before tax is PRI A E R (B518) R I DG BR A
after charging: TIER :

Six months ended Three months ended
30 September 30 September 30 September 30 September
BEAAZTRLAERA HEAAZTALZERA
2007 2006 2007 2006
E3tE ZETRE §5tE ZET5E
Audit Fee KEER - - - -
Cost of inventory sold and ELFER
senvioes rendered RERBZAA 923 1248 495 674
Depreciation of fixed assets ErEENE 310 130 150 66
Operating lease rental in respect it REF 7%
of land and building fEfs 107 195 53 9
Research and development cost  HERFZMRE 27 925 119 467

5.  Taxation B

(a)  No provision for profits tax in the Cayman (a) BERAEERANEABEARER

EME ABRLES ((RBRX
BE)RBEAYEELTAMNEH
RMETHBA - MY EELZEE
FREZMEHEBERE(ZTETAX
F . ARKES598) -

AREZEFTERRZMEDF
TBETAAGEREEERER
(IEEMBR]) - ITAETHERZ
ZE-F\ATHAMBIAESR
SBEFBRELN[RHRELEE
EoBREFEHSB  BRUBLERR
FREREA RO N
BEXNEREREXEREBER
Wk R R B - TETAR
HOaERENFE (BHREBER)
RARFERRENCEMSR -
YREBR=FHEEZE0%EEN
BRAE -

B &
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5.

Taxation (continued)

In addition, in June 2003, due to the Group’s
reorganization, the status of Jiangxi A & K,
was changed from a domestic private
enterprise to a wholly foreign-owned
enterprise with the approval of the Department
of Foreign Trade and Economic Cooperation
of Jiangxi Province (IF& ¥/MNE 5B S (KR
), pursuant to the Income Tax Law of the PRC
for Foreign Investment Enterprise (9MNE % & (&
¥RMNBECEMBHE) and with the
confirmation received from the Nanchang
High-tech Area Tax Bureau (7 & = ¥ [% B &
/@) on 1 March 2004, Jiangxi A & K will be
exempted from EIT 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 EIT commencing from the
year 2003. Therefore, for the six months
ended 30 September 2007, Jiangxi A & K was
subjected to EIT rate 7.5% (2006: 7.5%).

(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 2006: nil).

(Loss)/earnings Per Share

The calculation of basic (loss)/earnings per share is
based on the unaudited consolidated loss
attributable to shareholders for the six months ended
30 September 2007 of RMB505 thousand (2006:
profit RMB9,000) and 306,000,000 shares in issue
(2006: 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 2007 and 2006
respectively.
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Property, plant and equipment 8. BEEE
Leasehold Computer Office Motor
Improvement Equipment Equipment Vehicle Total
BEEE EHRE BAZRAE hiE i
Cost S
At 1 April 2007 RZZT LERA-H 308 381 191 607 4917
Additions RE - Al 2 - 23
Disposals EiE - 1) (19) - (2)
At30 Seplember 2007 H=EBLEARZTA 38 3885 174 607 4974
Accumulated Depreciation  Z3tH1E
At 1 April 2007 RZET+ERA-A 308 3533 155 599 459
Charge during the period ~ AEE 2R - 300 5 5 310
Disposals writen back HEREE - (6) (19) - (25)
At30 Seplember 2007 H-EBLEARZTA 18 3807 141 604 4880
Net book value FaRE
At 30 September 2007 RZEEtENAZTH - 5 3 3 %
At 1 April 2007 RZET+EMA-8 - 338 36 8 382
Trade Receivables 9. EWEZEX
Aging analysis of trade receivable is as follows: EUWESERZERAMOT -
30 September 31 March
2007 2007
ZEBB3tE —TTLE
NB=1H =“A=+-0H
0 to 30 days 0£30A - -
311to 60 days 312608 - -
61 to 90 days 612908 - -
91 to 180 days 91£180H - -
Over 180 days but less than one year 180A M HERRB—F - -
Over 1 year BB—F 10,530 10,530
10,530 10,530
Less: Impairment losses B REREE (7,606) (7,606)
2,924 2,924

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.

AEE-RETEFOHZIOAZEE

§ o ARUEBBERN

HLERITZE

TAR

FaERHAZE270H ZIEREEEH -
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10. Trade Payable 10. ERESEXR
Aging analysis of trade payable is as follows: BRNESERZERAMET -
30 September 31 March
2007 2007
ZETLE ZETEE
hA=tH ZAZ+-H
0 to 30 days 0Z30AH - -
Over 180 days but less than one year 1808 A LETBB—F 25 25
25 25
11.  Issued share capital 1. BETRE
The authorised issued and fully paid share KRB ZEECEITRBRBRANT :
capital of the Company is as follows:
30 September 2007 31 March 2007
ZERtERAZTA —ZTLE=A=+-H
Total Total
Number of nominal Number of nominal
shares value shares value
RA%E amE R &8 ZRHE
"000 RMB’000 ‘000 RMB'000
TR ARETR TR AREFT
Authorised ETE 2,000,000 212,000 2,000,000 212,000
Issued and fully paid BETRER
Ordinary shares of HK$0.01 each BREEOTVET
ZERR 306,000 32,079 255,000 27,030

1 1 A & K Educational Software Holdings Limited A & K ZE & {HERERAF
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12.

13.

Operating lease commitment 12.

At 30 September 2007 and 31 March 2007, the
Group had operating lease commitment in respect of
land and building which fall due as follows:

REHERE

RZZZLEAR=ZTHRZZEZTLF=
A=Z+—8 AKER LB RETR T
RS EERERENT -

At 30 September At 31 March
2007 2007
R-ZZtF RZBTLF
AA=tH ZA=Z+-H
Within one year —5R" 93 323
In second to fifth years inclusive FEZEZERF
(BEEREMT) - 126
93 449
Approval of the condensed accounts 13.  BEEHIKRE
The condensed accounts were approved by the BREER TS+ FT—ATHAEE
Board on 14 November 2007. =GR -
Interim Report 2007/08 ® H ¥ & #® &
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MANAGEMENT DISCUSSION AND ANALYSIS
FINANCIAL REVIEW

The Group recorded a turnover of approximately
RMB623 thousand for the six months ended 30
September 2007, representing a decrease of
approximately 80.2% as compared to the
corresponding period in the previous fiscal year. The
decrease was mainly due to the Group developed a
sales system with a focus on agents. As the new
sales system was only at the preliminary stage, the
turnover contribution was limited.

The cost of sales was approximately RMB923 thousand
for the six months ended 30 September 2007,
representing an decrease of approximately 26% as
compared to corresponding period in the previous
fiscal year. Such decrease was due to the decrease
in business tax and additional levies in respect of the
decrease in sales revenue.

The distribution cost was approximately RMB223
thousand, representing an decrease of approximately
76.6% as compared to corresponding period in 2006
because the Group developed a sales system with a
focus on agents. The Group have no burden on sales’
salaries, training and other related expenses.

There was no significant change in the administration
expenses because the Group has exercise stringent
cost control.

1 3 A & K Educational Software Holdings Limited A & K ZE & {HERERAF
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A & K Educational Software Holdings Limited A & K #A R R BRAF

Liquidity and Financial Resources

As at 30 September 2007, the shareholders’ funds of
the Group amounted to approximately RMB165
million. Current assets amounted to approximately
RMB170 million of which approximately RMB161
million were cash and bank balance and
approximately RMB9 million were trade receivable,
prepayment, deposit and others receivable. The
Group’s current liabilities amounted to approximately
RMB?7 million.

Charge of Assets

As at 30 September 2007, the Group did not have any
charges on its assets.

Capital Commitment

As at 30 September 2007, the Group did not have any
material capital commitments apart from those
disclosed in Note 12.

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 Board considers that the Group has
no material foreign exchange exposure and no
hedging policy has been taken.

RBESRUBER

RZZZLEAA=Z+H  RNEEZERE
B R ARE1ECHSEET - RBEE
HRARBUETFT  EFHARE1ES
F1EETARERRITHESR  ZHOARE
IBEETAEKEZEN  BNRIE &2
REMEKER - AEBZRBEENAR
ARBIEET -

BEEN

RZZBZHFAAZTA  AKELEF
AEERM

BRERE

RZFTEFAA=TA  BRME12fT
BEEN  AKELETFHEREREK
o

SNE R R PR

ARAEERBORIREERBTIUA

REREN BEXERRAKELEERX
SMNERER - T EREE SR BR -
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Contingent Liabilities

As at 30 September 2007, the Group did not have any
material contingent liabilities.

Human Resources

As at 30 September 2007, the Group had 46 full time
employees in the PRC and Hong Kong. At the same
time, there were 54 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
Business Review

The Group continues to focus on the development of
internet education, constantly strives for the
enhancement of content and services provided
through internet education. Moreover, the Group
actively expands the target user group such that
original target users cover age groups ranging from
infancy to adulthood, so to obtain more extensive
support from target users. AK Education Online is a
combination of educational resource web, middle and
primary school web and vocational education web in
one. In terms of content, AK Education Online at the
present has four major lines of education resources:
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 terms of services, AK
Education Online is a fusion of educational resources,
studying community, and room for communication
etc., forming a good interactive application mode for
general users.
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In order to better cope with market changes, the
Group has been actively seeking for marketing
modules more suitable for the current market, so to
provide incentives to sales agents through more
favorable policies. However, sales mode alteration
requires certain adjustment time, while competition is
getting intense due to increase in similar products
within the market, all of which impose relatively large
impact on the sales performance in this quarter. The
Group believes that, the establishment and
enhancement of distribution system will eventually
lead to the gradual improvement of our performance.
Besides enhancing the above products directly
provided for individual end users, the Group also
considers to develop products and business for
education groups or education institutes. Such fund
raised through completing capital increase plan will
be used for the development of such business.

Prospect

According to the latest internet research report in
China, internet users in the end of 2006 reached
145,000,000. It is expected that such number will
climb up to 155,000,000 by the end of 2007, with
consumption per capita of approximately 200 dollar,
representing a 15% increase as compared with the
year 2006. Through the rapid development of the
internet and the increase in the Government input in
the application of information technology in
education, the Group believes that the market and
business of online education will gradually heading
to its maturity and establish its business scale. Facing
such promising market prospect, we are becoming
more and more confident to devotedly commit
ourselves to internet education business within the
future few years. The Group will continue to focus on
the development of online education, striving to
provide high quality education products and services
for users, so that the Company’s business will rapidly
expand in the coming future.
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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 2007, 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

Interim Report 2007/08 # H % #& % &%
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(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) 59,120,000 19.32%
RIS REHEEER (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 59,120,000 Shares held by Educators
Investment for the purposes of the SFO.
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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

AR - R0 S

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 9,720 97%
TSRS B

Save as disclosed above, as at 30 September 2007,
none of the Directors or chief executive of the
Company had any interests or short positions in any
shares, underlying shares or debentures of, the
Company or any associated corporations (within the
meaning of Part XV of the SFO) which would have to
be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are
taken or deemed to have such provisions of the SFO),
or which were required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein,
or which were otherwise required, pursuant to the
minimum standards of dealing by directors of listed
issuers as referred to in Rule 5.46 to 5.67 of the GEM
Listing Rules, to be notified to the Company and the
Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS AND PERSONS
WITH DISCLOSEABLE INTEREST AND SHORT
POSITION IN SHARES UNDER SFO

So far as is known to any Director or chief executive
of the Company, as at 30 September 2007, 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
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BEESRAEHRIBERATHRERZ
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BB ZHE

Percentage of

Name Nature of Interest Number of Shares  shareholding

£4 EEME RAEAR BRESHL

Educators Investment Beneficial owner 59,120,000 19.32%
EREBA

Ms. Li Qin Family (Note 1) 59,120,000 19.32%

ZELT NI (Fizt1)

Notes: Kt

1. Under the SFO, Ms. Li Qin, spouse of Mr. Peng 1. BEEFRBERN  ERFELTAY

Gexiong, is deemed to be interested in the Shares.

Save as disclosed herein, as at 30 September 2007,
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.
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SHARE OPTION SCHEME

The Company has share option scheme, under which
the Company may grant option to (i) full-time or part-
time employees of the Company and/or any of its
subsidiaries, including any executive, non-executive
and independent non-executive director of the
Company and/or any of its subsidiaries; (ii)
substantial shareholders of each member of the
Group; (iii) associates of directors or substantial
shareholders of each member of the Group; and (iv)
the trustees of any trust pre-approved by the Board,
the beneficiary (or in case of discretionary trust, the
discretionary objects) of which include any of the
above-mentioned persons, subject to a maximum of
10% of the issued share capital of the Company, from
time to time, excluding for this purpose shares issued
on exercise of share options. The subscription price
is to be determined by the Board in its absolute
discretion, and is not to be less than the higher of (i)
the closing price of the Company’s shares as stated
in the Stock Exchange of Hong Kong Limited daily
quotations sheet on the date of the grant of an option
which must be a Business Day, (i) the average of the
closing price of the Company’s shares quoted on the
Stock Exchange of Hong Kong Limited on the five
consecutive Business Days immediately preceding
the date of grant and (iii) the nominal value of the
Company'’s shares. Upon acceptance of options, the
grantee shall pay HK$1 to the Company as
consideration for the grant.

No options have been granted since the adoption of
the share option scheme.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SHARES

For the six months ended 30 September 2007, neither
the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s Shares.

COMPETING INTERESTS

For the six months ended 30 September 2007, 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 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.
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Now the Company only have two independent non-
executive directors. The Company falls short of the
requirements under Rules 5.05(1) and 5.28 of the
Rules Governing the Listing of Securities on the
Growth Enterprise Market of the Stock Exchange of
Hong Kong Limited. The Board has been seeking
suitable candidates to fill the vacancies for
independent non-executive director, member of audit
committee and remuneration committee of the
Company within 3 months after failing to meet the
requirement.

SECURITIES TRANSACTIONS BY DIRECTORS

During the six months ended 30 September 2007. 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 2007.

AUDIT COMMITTEE

The Company established an audit committee with
written terms of reference in compliance with Rules
5.28 to 5.33 of the GEM Listing Rules and code
provision C.3.1 to C.36 of the code. 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 is composed
of the three independent non-executive Directors of
the Company, namely Mr. Jiang Minghe and Mr.
Yeung Kenneth King Wah.
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The Group’s draft unaudited financial statements for ~AEBHE-—TT A FNA=+H LA
the six months ended 30 September 2006 have been ~ AHEZ AL ERFTBRR B HER
reviewed and commented by the members of the ZEENEEMITHEHRIELER -
audit committee.

As at the date of this report, the Board comprisesthe M AREEH EZEREBEUTE

follow directors: =

Executive directors: HiTEE -

Mr. Peng Gexiong (Chairman) UL ()
Mr. Li Wing Sang FXELEE

Mr. Lau Kam Ying ElEGE e
Independent non-executive directors: BUIRNTESE
Mr. Jiang Minghe BISMELE

Mr. Yeung Kenneth King Wah BRELAE

By order of the Board RKEEEM

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

Chairman 213

PRC, 14 November 2007

*for identification purpose only
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