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Company '
Name

T Date of] Fite - 1N 2
- Filing Format s

China Education Resources Inc, May 2 2007 Audited annual financial PDF 152 K
statements_- English

China Education Resources Inc. Apr 30 2007 Audited annual financial PDF 149 K
statements - English

China Education Resources Inc. May 19 2006  Audited annual financial PDF 103 K
statements - English

China Education Resources_Inc. Jan 18 2008 Early warning report PDF 31K

China Education Resources Inc. Apr 30 2007 Form 52-109F 1 - Certification of PDF 27T K
Annual Filings - CEQ

China Education Resources_Inc. Apr 30 2007 Form 52-109F 1 - Certification of PDF 28K
Annual Filings - CFO

China Education Resources_Inc. Nov 29 2007 Form 52-109F2 - Certification of PDF 24 K
Interim _Filings - CEQ

China_Education Resgurces_Ine. Aug 29 2007 Form 52-109F 2 _- Certification_of PDF 26 K
Interim Filings - CEQ

China Education Resources Inc. May 30 2007  Form 52-109F2 - Certification of PDF 19K
Interim Filings - CEQ

China Education Resources |nc. Nov 298 2006  Form 52-109F2 - Certification of POF 18K
Interim Filings - CEQ

China Education Resources Inc. Aug 29 20086 Form 52-109F2 - Certification of PDF 53K
Interim Filings - CEO

China Education Resources Inc. May 30 2006  Form 52-109F2 - Certification of PDF 54 K
Interim Filings - CEQ

China_Education Resources_In¢. Nov 29 2007 Form 52-108F2 - Certification of PDF 25K
Interim Filings - CFO

China Education Resources Inc. Aug 29 2007 Form 52-109F2 - Certification of PDF 26 K
Interim Filings - CFO

China Education Resources_Inc., May 30 2007  Form_52-109F2 - Cartification_of PDF 21K
Interim Filings - CEQ

China Education Resources_Inc. Nov 26 2006  Form 52-109F2 - Certification of PDF 18K

Interim Filings - GEO
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FORM 52-109F1
CERTIFICATION OFANNUAL FINANCIAL STATEMENTS

[, Chengfeng Zhou, Chief Executive Officer of China Education Resources Inc., certify that:

1. I have reviewed the annual filings (as this term is defined in Multilateral Instrument 52-109
Ceriification of Disclosure in Issuers’ Annual and Interim Filings) of China Education Resources Inc.
(the issuer) for the period ending December 31, 2006;

2, Based on my knowledge, the annual filings do not contain any untrue statement of a materal fact
or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered by
the annual filings;

3 Based on my knowledge, the annual financial statements together with the other financial
information included in the annual filings fairly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the annual
filings;

4. The issuer’s other certifying officers and 1 are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared;

(b) designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the
issuer’s GAAP; and

(c) evaluated the effectiveness of the issuer’s disclosure controls and procedures as of the end of
the period covered by the annual filings and have caused the issuer to disclose in the annual
MD&A our conclusions about the effectiveness of the disclosure controls and procedures as
of the end of the period covered by the annual filings based on such evaluation; and

5. I have caused the issuer to disclosed in the annual MD&A any change in the issuer’s internal
control over financial reporting that occurred during the issuer’s most recent interim period that has

materially affected, or is reasonably likely to materially affect, the issuer’s internal control over financial
reporting.

Dated this 30th day of April, 2007

signed “Chengfeng Zhou"

Chengfeng Zhou,
Chief Executive Officer



FORM 52-109F1
CERTIFICATION OFANNUAL FINANCIAL STATEMENTS

I, Kathryn Witter, Chief Financial Officer of China Education Resources Inc., certify that:

1. I have reviewed the annual ftlings (as this term is defined in Multilateral Instrument 52-109
Ceriification of Disclosure in Issuers’ Annual and Interim Filings) of China Education Resources Inc.
(the issuer) for the period ending December 31, 2006;

2. Based on my knowledge, the annual filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered by
the annual filings;

3. Based on my knowledge, the annual financial statements together with the other financial
information included in the annual filings fairly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the annual
filings;

4. The issuer’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entitics,
particularly during the period in which the interim {ilings are being prepared;

(b) designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the
issuer’s GAAP; and

(c) evaluated the effectiveness of the issuer’s disclosure controls and procedures as of the end of
the period covered by the annual filings and have caused the issuer to disclose in the annual
MD&A our conclusions about the effectiveness of the disclosure controls and procedures as
of the end of the period covered by the annual filings based on such evaluation; and

3. I have caused the issuer to disclosed in the annual MD&A any change in the issuer’s internal
control over financial reporting that occurred during the issuer’s most recent interim period that has

materially affected, or is reasonably likely to materially affect, the issuer’s internal control over financial
reporting.

Dated this 30th day of April, 2007

signed “Kathryn Witter”

Kathryn Witter,
Chief Financial Officer
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Form 52-109F2 Certification of Interim Filings
1. C.F. Zhou, Chief Executive Officer of China Education Resources Inc., certify that:

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’ Annual and Interim Filings) ot China Education
Resources Inc., {the issuer) for the interim period ending March 31, 2006,

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made, with respect to
the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings:

4. The issuer's other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer, and
we have;

{a) designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities.
particularly during the period in which the interim filings are being prepared; and

(b) designed such internal control over financial reporting, or caused it to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the issuer’s
GAAP; and

5. I have caused the issuer to disclose in the interim MD&A any change in the issuer’s
internal control over financial reporting that occurred during the issuer’s maost recent interim
period that has materially affected, or is reasonably likely to materially affect, the issuer’s internal
control over financial reporting.

Date: May 30, 2006

(signed) “C.F. Zhou”

C.F. Zhou
Chief Executive Officer



r'-‘.":(\l':(‘l.r'l"rn-‘
L am e

China Education Resource¥Inc..it { ] A T: i’y www.chinaeducationresources.com

1118 — 925 West Georgia Street h Tel. 604 683 6865

Vancouver, BCVeC3L2 ~7'~7~ ¢+ - Fax. 604 681 5636
SogfnL. -

Form 52-108F2 Certification of Interim Filings
I. C.F. Zhou, Chief Executive Officer of China Education Resources Inc., certify that:

1, [ have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of China Education
Resources Inc., (the issuer) for the interim period ending fune 30. 20006;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made, with respect to
the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the datc and for the periods
presented in the interim filings;

4, The issuer's other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures and internat control over financial reporting for the issuer, and
we have:

(a)  designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particuiarly during the period in which the interim filings are being prepared.

Date: August 29, 2006

(signed) “C.F. Zhou”

C.F. Zhou
Chief Executive Officer
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I, Chengfeng Zhou, Chief Executive Officer of China Education Resources Inc., cer[ify'tha‘t:

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Imterim Filings) of China Education Resources Inc.
(the issuer) for the period ending September 30, 2006;

2. Based on my knowledge, the interim filings do not contain any untrue staterment of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect 10 the period covered by
the annual filings;

3. Based on my knowledge, the interim financial staternents together with the other financial
information included in the interim filings fairly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the
interim filings;

4, The issuer’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared;

Dated this 29th day of November, 2006

signed "“Chengfeng Zhou"

Chengfeng Zhou,
Chief Executive Officer
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FORM 52-109F2
CERTIFICATION OFINTERIM FINANCIAL STATEMENTS!: +'n 'hoA

[, Renald Shon, President of China Education Resources Inc., certify that: ) o
1. [ have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of China Education Resources Inc.
(the issuer) for the period ending March 31, 2007,

2. Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary (o make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered by
the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the
interim filings;

4. The issuer’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared;

(b) designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the
issuer’s GAAP; and

5. I have caused the issuer to disclose in the interim MD&A any change in the issuer’s internal
control over financial reporting that occurred during the issuer’s most recent interim period that has
materially affected, or is reasonably likely to materially affect, the issuer’s internal control over financial
reporting.

Dated this 30th day of May, 2007

Ronatd Shon,
President
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CERTIFICATION OFINTERIM FINANCIAL STATEMENTS emaen |
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1, Chengfeng Zhou, Chairman and Chief Executive Officer of China Education Resources Inc., certify '

that:

I I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Imterim Filings) of China Education Resources Inc.
(the issuer) for the period ending June 30, 2007;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect to the period covered by
the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the
interim filings;

4, The issuer’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consclidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared;

(b) designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the
issuer’s GAAP; and

5. I have caused the issuer to disclose in the interim MD&A any change in the issuer’s internal
control over financial reporting that occurred during the issuer’s most recent interim period that has
materially affected, or is reasonably likely to materially affect, the issuer’s internal control over financial
reporting.

Dated this 28th day of August, 2007

Chengfeng Zhou,
Chairman and Chief Executive Officer
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FORM 52-109F2 Y
CERTIFICATION OF INTERIM FINANCIAL STATEMENTS .- ..

[, Chengfeng Zhou, Chairman and Chief Executive Officer of China Education Resources Inc.,
certify that:

1.

[ have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of China
Education Resources Inc. (the issuer) for the period ending September 30, 2007;

Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misteading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings;

Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material respects
the financial condition, results of operations and cash flows of the issuer, as of the date
and for the periods presented in the interim filings;

The issuer’s other certifying officers and [ are responsible for establishing and
maintaining disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or cansed them to be designed
under our supervision, to provide reasonable assurance that material information
relating to the issuer, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which the interim
filings are being prepared;

(b) designed such internal control over financial reporting, or caused it to be
designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with the issuer's GAAP; and

I have caused the issuer to disclose in the interim MD&A any change in the issuer’s
internal control over financial reporting that occurred during the issuer’s most recent
interim period that has materially affected, or is reasonable likely to materially affect, the
issuer’s internal control over financial reporting.

Dated this 29™ day of November, 2007

“Signed”

Chengfeng Zhou,
Chairman and Chief Executive Officer
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Form 52-109F2 Certification of Interim Filings
I. Ronald Shon, Chief Financial Officer of China Education Resources Inc., certify that:

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of China Education
Resources Inc., (the issuer) for the interim period ending March 31, 2006:

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
matertal fact or omit to state a material fact required to be stated or that is necessary to make a
staterment not misleading in light of the circumstances under which it was made, with respect to
the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings:

4. The issuer's other certifying officers and 1 are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer, and
we have:

(@)  designed such disclosure controls and procedures, or caused them to be designed under
our supervision, ta provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared:; and

(b) designed such internal control over financial reporting, or caused it to be designed under
our supervision. to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the issuer’s
GAAP; and

5. I have caused the issuer to disclose in the interim MD&A any change in the issuer’s
internal control over financial reporting that occurred during the issuer's most recent interim
period that has materially affected, or is reasonably likely to materially affect, the issuer’s internal
control over financial reporting.

Date: May 30, 2006

(signed) “Ronald Shon”

Ronald Shon
Chief Financial Officer
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Form 52-109F2 Certification of Interim Filings
[. Kathryn Witter, Chief Financial Officer of China Education Resources Inc., certify that;

1, I have reviewed the interim filings (as this term is deftned in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’ Aununal and Interim Filings) of China Education
Resources Inc., (the issuer) for the interim period ending June 30, 2006;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made, with respect to
the period covered by the interim filings;

3. Based on my knowledge, the interim financial statcments together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings:

4. The issuer's other certifying officers and 1 are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer, and
we have:

(a)  designed such disclosure controls and procedures, or caused them to be designed under
our supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared.

Date: August 29, 2006

(signed) “Kathryn Witter”

Kathryn Witter
Chief Financial Officer




FORM 52-109F1 Cm ey,
CERTIFICATION OFINTERIM FINANCIAL STATEMENTS b aei T

I, Kathryn Witter, Chief Financial Officer of China Education Resources Inc., certify that: "

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of China Education Resources Inc.
(the issuer) for the period ending September 30, 20006;

2 Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to slate a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect 1o the period covered by
the annual filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the
interim filings;

4. The issuer’s other certifying officers and 1 are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that materiai information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the pertod in which the interim filings are being prepared,

Dated this 29th day of November, 2006

>

signed “Kathryn Wirrer’

Kathryn Witter,
Chief Financial Officer

,C_ .r.: _! I_,



FORM 52-109F2
CERTIFICATION OFINTERIM FINANCIAL STATEMENTS

1, Kathryn Witter, Chief Financial Officer of China Education Resources Inc., certify that:

l. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of China Education Resources Inc.
(the issuer) for the period ending March 31, 2007;

2, Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it was made, with respect 1o the period covered by
the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial condition,
results of operations and cash flows of the issuer, as of the date and for the periods presented in the
interim filings;

4. The issuer’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared;

(b} designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the
issuer's GAAP: and

5. I have caused the issuer to disclosed in the interim MD&A any change in the issuer’s internal
control over financial reporting that occurred during the issuer’s most recent interim period that has

materially affected, or is reasonably likely to materially affect, the issuer’s internal control over financial
reporting.

Dated this 30th day of May, 2007

Hsll “Kathryn Witter”

Kathryn Witter,
Chief Financial Officer




FORM 52-109F2
CERTIFICATION OFINTERIM FINANCIAL STATEMENTS

I, Kathryn Witter, Chief Financial Officer of China Education Resources Inc., certify that:

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of China Education Resources Inc.
(the issuer) for the period ending June 30, 2007,

2. Based on my knowledge, the interim filings do not contain any untrue statement of a material fact
or omit to state a material fact required to be stated or that is necessary to make a statement not

misleading in light of the circumstances under which it was made, with respect to the period covered by
the interim filings;

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial condition,

results of operations and cash flows of .the issuer, as of the date and for the periods presented in the
interim filings;

4. The issuer’s other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating 1o the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared;

(b) designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting

and the preparation of financial statements for external parposes in accordance with the
issuer’s GAAP; and

5. I have caused the issuer to disclosed in the interim MD&A any change in the issuer’s internal
control over financial reporting that occurred during the issuer’s most recent interim period that has

materially affected, or is reasonably likely to materially affect, the issuer’s internat control over financial
reporting.

Dated this 28th day of August, 2007

I YR
I

il u

Kathryn Witter, o
Chief Financial Officer .

N
R

boy v



FORM 52-109F2
CERTIFICATION OF INTERIM FINANCIAL STATEMENTS

I, Danny Hon, Chief Financial Officer of China Education Resources Inc., certify that:

1.

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’ Annual and Interim Filings} of China
Education Resources Inc. (the issuer) for the period ending September 30, 2007;

Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a staternent not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings;

Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material respects
the financial condition, results of operations and cash flows of the issuer, as of the date
and for the periods presented in the interim filings;

The issuer's other certifying officers and 1 are responsible for establishing and
maintaining disclosure controls and procedures for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed
under our supervision, to provide reasonable assurance that material information
relating to the issuer, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which the interim
filings are being prepared;

(b) designed such internal control over financial reporting, or caused it to be
designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with the issuer's GAAP; and

I have caused the issuer to disclose in the interim MD&A any change in the issuer’s
internal control over financial reporting that occurred during the issuer’s most recent
interim period that has materially affected, or is reasonable likely to materially affect, the
issuer’s internal control over financial reporting.

Dated this 29™ day of November, 2007

“Signed”

Danny Hon,
Chief Financial Officer




China Education Resources Inc. Computershare

. . - 9th Foor, 100 University Avenue
R T | P Teronto, Ontario MaJ 2Y1

’ A www_computershare.com

Security Class

Holder Account Number

Fold
Form of Proxy - Annual General Meeting to be held on June 30, 2006
This Form of Proxy is solicited by and on behalf of Management.
Notes to proxy
1. Every holder has the right to appoint some other person or company of their chelce, who need not be a holder, to attend and act on their behalf at the meeting. If you wish to
appoint a person or company other than the persons whose names are printed herein, please insert the name of your chasen proxyholder in the space provided (see reverse).
2. lithe securities are registered in the name of more than one gwner (for example, joint ownership, trustees, executors, etc.), then all those registered should sign this proxy. If you are voting
on behatf of a corporation or another individual you may be required to provide documentation evidencing your power to sign this proxy with signing capacity stated.
. This proxy should be signed in the exact manner as the name appears on the proxy.
4. If this proxy is not dated, it will ba deemed to bear the date on which it is mailed by Management to the holder.
5. The securitles represented by this proxy will be voted as directed by the holder, however, if such a direction Is not made in respect of any matter, this proxy will be voted as
recommended by Management.
6. The securities represented by this proxy will be voted or withheld from voting, in accordance with the instructions of the holder, on any ballot that may be called for and, if the holder has
specified a choice wilh respect to any matter to ba acted on, the securities will be voted accordingly.
7. This proxy confers discretionary authorily in respect of amendments to matters identified in the Notice of Meeting or other matters that may properly come before the meeting.
8. This proxy should be read in conjunction with the accompanying documentation provided by Management.
Proxies submitted must be received by 10:00 am, Pacific Time, on June 28, 2006,
Fold

VOTE USING THE TELEPHONE OR INTERNET 24 HOURS A DAY 7 DAYS A WEEK!

Al . <
% To Vote Using the Telephone \ To Vote Using the Internet

« Call the number listed BELOW from a touch tona + Go to the following web site:
telephone, www.computershare.com/proxy

1-866-732-VOTE (8683) Toll Free

If you vote by telephone or the Internet, DO NOT mail back this proxy.
Voting by mail may be the only method for securities held in the name of a corporation or securities being voted on behalf of another individual.

Voting by mail or by Internet are the only methods by which a holder may appoint a parson as proxyholder other than the Management nominees named on the reverse of this proxy. Instead of
ailing this proxy, you may choose one of the two voting methods outlined above to vote this proxy.

To vote by telephone or the Internet, you will need to provide your CONTROL NUMBER, HOLOER ACCOUNT NUMBER and ACCESS NUMBER listed below,
CONTROL NUMBER HOLDER ACCOUNT NUMBER ACCESS NUMBER

24AP06038.E SEDARO001 00003 fi




+ +

Appointment of Proxyholder

The undersighed "Reglstered Shareholder” of China Education Resources Inc. Print the name of the person you are
{the "Company”™) hereby appoints: Ronald C. Shon, the President and a Director appointing if this person is someone
of the Company, or falling this person, Chengfeng Zhou, the Chairman of the OR  gther than the Management

Board, Chief Executive Officer and a Director of the Company, Nominees listed hereln.

as mylour proxyholder with fufl power of substitution and to vote in accordance with the following direction (or if no directions have been given, as the proxyhotder sees fit) and all ather
matters that may propery come befare the Annual General Meeting of China Education Resources Inc. 1o be held at The Seymour Room of the Hyatt Regency Vancouver, 655 Burrard
Street, Vancouver, British Columbia on June 30, 2006 at 10:00 AM {Pacific Time) and at any adjournment thereof.

VOTING RECOMMENDATIONS ARE INDICATED BY ISl R{=4] OVER THE BOXES.

1. Election of Directors
m Withhotd

Withhold Withhold B  withhod

01, Wiliiam C, Calvin D D 02. Wang Li ’:l D 03. Jeffrey Munks D D (4. Ronald Shon D I:] Py
05. Chengfeng Zhou D D

For, Withhold

[

2. Appointment of Auditors
To appoint Emst & Young LLP, Chartered Accountants, as auditors of the Company.

[

Agalnst

]

3. Remuneration of Auditors
To authorize the Board of Directors of the Company to fix the remuneration to be paid to lhe auditors for the ensuing year.

] 8

Against

D Foid

4, Re-Approval of 10% Rolling Stock Option Plan

An ordinary resotution re-adopting and re-approving the Company's 10% Rolling Stock Option Plan more particularly described in the Information Circular.

] B8

Authorized Signature(s) - This section must be completed ~ Signature(s)
for your instructions to be executed.
/e authorize you to act in accordance with myfour instructions set cut above. IfWe hereby O l T I .

revoke any proxy praviously given with respect to the Meeting. If no voting nstructions are
indicated above, this Proxy wlil be voted as recommended by Management,

Interim Financial Statements Annual Report
Mark this box if Bou would like 10 receive interim financial statements and accompanying Mark this box if you would NOT like to receive the Annual I:l
Managemenl’s Discussion and Analysis by mail. Espgn_argd acc_cl)mpanmng Management's Discussion and

alysis by mail.

If you are not mailing back your proxy, you may register online to receive the above financial report(s) by mail at www.computershare com/mailinglist,

i
| 015864 AR 2 cHva + ‘



CHINA EDUCATION RESOURCES INC
€omputershare

Gth Floor, 100 University Avenue
Toronto, Ontario M&J 2Y1
www.computershare.com

Security Class

Holder Account Number

Foid
Form of Proxy - Annual General Meeting to be held on June 29, 2007
This Form of Proxy is solicited by and on behalf of Management.
Notes to proxy
1. Every holder has the right to appoint some other person or company of their cholce, who need not be a holder, to attend 2nd act on thelr behalf at the meeting. If you wish to
appolnt a person or company other than the persons whose names are printed hereln please insert tha name of your chosen proxyholder in the space provided {see reverse).
2. Ifthe securities are registered in the name of more than cne owner (for example, joint ownership, trustees, executors, etc.), then all those registered should sign this proxy. If you are voting
an behalf of a corporation or anather individual you may be required to provide documentation evidencing your power to sign this proxy with signing capacity stated.
3. This proxy should be signed in the exact manner as the name appears on the proxy.
4, [Fthis proxy is not daled, it will be deemed to bear the date on which it is mailed by Management fo the holder.
5. The securities represented by this proxy will be voted as directed by the holder, however, If such a direction |s not mada In respect of any matter, this proxy will be voted as
recommended by Management.
6. The securities represented by this proxy will be voted or withheld from voting, in accordance with the instructions of the holder, on any baflot that may be called for and, if the holder has
specified a choice with respect to any matter to be acted on, the securities will be voled accordingly.
7. This proxy confers discretionary authority in respect of amendments to matters identified in the Notice of Meeting or other matters that may properly come before the mesting.
8. This proxy should be read in conjunction with the accompanying documentation provided by Management.
Proxies submitted must be received by 5:00 pm, Eastern Time, on June 27, 2007. Py

VOTE USING THE INTERNET 24 HOURS A DAY 7 DAYS A WEEK!

- '
\ To Vote Using the Intenet

« Go 1o the following web site:
www.investorvote.com

If you vote by the Internet, DO NOT mail back this proxy.

Voting by mall may ba the only method for securities held in the neme of a comporation or securities being voted on behalf of another individual.

ailing this proxy, you may choose to vote using the Intemet.

.:oting by mai! or by Intemet are the only methods by which a holder may appoint a person as proxyholder other than the Management nominees named on the reverse of this proxy. Instead of

To vote by the Internet, you will need to provide your CONTROL NUMBER, HOLDER ACCOUNT NUMBER and ACCESS NUMBER listed below.
CONTROL NUMBER HOLDER ACCOUNT NUMBER ACCESS NUMBER

D1MY07086.E.SEDAR/GO0OI 14000001 /i



+ +

Appointment of Proxyholder

The undersigned shareholder ("Registered Shareholder™) of China Education Print the name of the person you are
Resources Inc. (the "Company”} hereby appoint(s): Renald C. Shon, the appointing if this person is someone
President and a director of the Company, or failing this person, Chengfeng Zhau, the OR  other than the Management
Chairman of the Board, Chief Executive Officer and a director of the Company, Nominees listed herein.

as mylour proxyholder with full power of substitution and to vole in accordanca with the following direction {or if no directions have been given, as the proxyholder sees fit) and all other
maters that may propery come before the Annual General Meeting of China Education Resources Inc. to be hetd at The Brighton Room, The Hyatt Regency Vancouver, 655 Burrard Street,
Vancouver, British Columbia on June 29, 2007 at 2:00 PM (Pacific Time) and at any adjoumment thereof.

VOTING RECOMMENDATIONS ARE INDICATED BY [ [N[e;h[ ) [F¢J OVER THE BOXES.

1. Election of Directors
Withhold

]

@ withhoid B withhod

01. William C. Calvin D D 02. Wang Li D D 03. Jefirey Munks

O H

Foid

04. Ronald Shon D D 05. Chengfeng Zhou D D
B withhold
2. Auditors
To appoint Emst & Young LLP, Charlered Accountants, as auditors of the Company. D D
m Ag alnst
3. Remuneration of Auditors
Aulhorize the board of directors of the Company to fix the remuneration to be paid to the auditors for the ensuing year. D D
Bl  Agalnst
4. Re-Approval of 10% Rolling Stock Option Plan
To re-adopt and re-approve the Company’s 10% Rolling $tock Option Plan mere particularly described in the Information Circular. D El
m Against
5. Other Matters Fad
Upon any other matter, including amendments to any of the foregoing, as may properly come before the Meeting or any adjournment thereof, D D

Authorized Signature(s) - This section must be completed ~ Stonature(s) Date
for your instructions to be executed.
|/We authorize you to act in accordance with myfour instructions set out above. |/We hereby ) I C ,

revoke any proxy praviously given with respect to the Meeting. If no voting instructions are
Indicated above, this Proxy will be voted as recommended by Management.

Interim Financial Statements Annual Report
Mark this box if Bou would like to receive interim financial statements and accompanying I:] Mark this box if you would like to receive the Annual Rej rt and D
Management's Discussion and Analysts by mail. accompanying Management's Discussion and Analysis by mail,

I} you are not mailing back your proxy, you may register online to receive the above financial report(s) by mail at www.computershare.com/mailinglist,

| 0288689 AR 1 cHva



CHINA EDUCATION RESOURCES INC.

(formerly China Ventures Inc.)

Interim Consolidated Financial Statements
(Expressed in United States Dollars)

Three months ended March 31, 2006

Prepared by Management (not audited or reviewed by external auditors)

. See Notice to Reader

Notice to Reader

Management has compiled the unaudited interim consolidated financial information of China Education
Resources Inc. consisting of the interim consolidated Balance Sheet as at March 31, 2006 and the consolidated
Statement of Operations and Deficit and consolidated Statement of Cash Flows for three months ended March

. 31, 2006 both for continuing operations and discontinued operations. Please note the interim financial
statements have not been reviewed or audited by external auditors,




China Education Resources Inc. (formerly China Ventures Inc.)

Balance Sheets as at March 31, 2006 and December 31, 2005

(Prepared by Management)

Three months ended Year ended
31-Mar-06 31-Dec-05
(Expressed in U.S. Dollars) (Unaudited) (Audited)
$ 3
ASSETS
Current
Cash (note 4) 2,006,492 2,813,802
Accounts receivable (note 5) 956,058 1,551,314
Due from related parties (note 11) 8,911 3,428
Inventory 38,346 150,329
Prepaid expenses & deposits 143,857 40,669
Assets of discontinued operations {note 15) 504,712 515,457
Total current assets 3,658,376 5,074,999
Loans to employees (note 6) - -
Due from related parties (note 11) 181,699 180,841
Long term other receivable (note 3) 949,566 945,081
Investment in ESL projects (note 7) - -
Assets of discontinued operations (note 15) 1,074,271 1,073,619
Future income tax asset 141,148 141,148
Property and equipment {note 9) 1,978,838 1,770,010
Goodwill (note 10) 2,713,310 2,713,310
Total assets 10,697,208 11,899,008
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities 1,184,230 2,370,958
Income tax payable 1,830,733 1,821,112
Liabilities of discontinued operations (note 15) 1,129,152 1,106,029
Due to retated parties (note 11) - -
Loans payable (note 12) 22,247 25,566
Total current liabilities 4,166,362 5,323,665
Non-controlling interest 778,192 778,120
Total liabilities 4,944,554 6,101,785
Shareholders’ equity
Share capital (note 13) 24,178,646 23,788,700
Contributed surplus (note 13 & 14) 464,414 621,127
Cumulative translation adjustment (16,529) (21,497}
Deficit (18,873,877 (18,591,107)
Total shareholders' equity 5,752,654 5,797,223
Total liabilities and shareholders’ equity 10,697,208 11,899,008

See accompanying notes to consolidated financial statements.



China Education Resources Inc. (formerly China Ventures Inc.)

Consolidated Statements of Operations and Deficit for three months ended March 31, 2006 and 2005

{Prepared by Management)

Three months ended

3t-Mar-06 31-Mar-035
{Expressed in U.S. Dollars) (Unaudited) {Unaudited)
§ $
REVENUE
Sales 321,625 467,855
Cost of sales 188,048 374,849
Gross (loss)profit 133,577 93,006
EXPENSES
General and administrative 310,773 259,350
Sales and marketing 33,813 2,642
Amortization (note 9) 40,978 15,273
Stock-based compensation (note i4) 8,296 13,042
393,860 290,307
Profit before other earnings (expense) and income taxes (260,283) (197,301)
Other earnings (expense)
Foreign exchange gain (174) 337
Interest income 6,273 13,849
Interest expense (2,059) (21,536)
4,040 (7,350y
Income before taxes, non-controlling interest and
discontinued operations (256,243) (204,651)
Current income tax expense (105) (185)
Future income tax expense - -
Loss before non-controlling interest and discontinued
operations (256,348) (204,836)
Non-controlling interest - share of loss (72) 10,480
Net loss from continuing operations (256,420) (194,356)
Net (loss)profit from discontinued operations (note 15) (26,350) 3.616
Loss for the period (282,770 (150,740)
Deficit, beginning of period (18,591,107) (17,880,684)

Deficit, end of period

(18,873,877)

(18,071,424)

Loss(gain) per share - basic and diluted

Loss from continuing operations 0.0072 0.0068
Loss(gain) from discontinued operations 0.0007 (0.0001)
Loss for the period 0.0079 0.0067
Basic and diluted, weighted average number of shares

outstanding 35,493,309 28,666,764

See accompanying notes to consolidated financial statements.



China Education Resources Inc. (formerly China Ventures Inc.)

Consolidated Statements of Operations and Deficit for three months ended March 31, 2006 and 2005

(Prepared by Management)

Three months ended

3t-Mar-06 31-Mar-05
{Expressed in U.S. Dollars) (Unaudited) (Unaudited)
3 $

OPERATING ACTIVITIES

Net loss from continuing operations (256,420) (194,356)

Items not invelving use of cash;

Amortization 40,978 15,273

Stock based compensation 8,296 13,042

Unrealized foreign exchange gain 11,834 -

Non-controlling interest 72 (10,480)

(195,240) (176,521)

Changes in non-cash operating working capital

Accounts receivable 595,256 (169,856)

Inventory 111,983 73,848

Prepaid expenses and deposits (103,188) (3.,438)

Accounts payable & accrued liabilities (1,186,728) (488.,827)

Tax payable 9,621 -
Cash provided by operating activities (768,296) (764,794)
INVESTING ACTIVITIES

Advances to employees (8,911} -

Purchase of property and equipment (249,807) (142,238)

Advances to related parties 2,570 (42,624)

Loan receivable (4,485) -
Cash used in investing activities (260,633 (184,862)
FINANCING ACTIVITIES

Issue of common shares 224 938 490,548

Repayment of automobile loan (3,319) -

(Repayment of} proceeds from promissory note - {240,934
Cash provided by financing activities 221,619 249,614
Net cash inflow {807.310) (700,042)
Cash, beginning of period 2,813,802 1,719,350
Cash, end of period 2,006,492 1,019,308

Please refer to note 15 for the cash flow detail of the discontinued operations and see accompanying notes to

consolidated financial statements.



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. NATURE OF BUSINESS AND BASIS OF PRESENTATION
Nature of business

China Education Resources Inc, with its subsidiaries (“China Education” or the “Company™), primarily
develops and distributes educational textbooks and materials to bookstores and schools in China. The
Company focuses on three subject areas; kindergarten curriculum development, psychology, and information
technology. The Company also provides training services to educational establishments. The Company is
currently developing an education internet portal which will provide educational content to its users.

The Company was incorporated under the laws of the Company Act, British Columbia on August 27, 1997. On
December 16, 2004, the Company changed its name from China Ventures Inc. to China Education Resources
Inc.

Basis of presentation

These unaudited interim consolidated financial statements do not include all the disclosures required by
Canadian generally accepted accounting principles and therefore should be read in conjunction with the
Consolidated Financial Statements for the year ended December 31, 2005. The results of operations for the
interim periods should not be considered indicative of full year results due to the seasonality of the Company’s
business.

These consolidated financial statements are presented in United States dollars,

Going concern

The financial statements have been prepared on a going concern basis, which contemplates the realization of
assets and the discharge of liabilities in the normal course of business for the foreseeable future.

The Company has incurred a net loss of $282,770 (including loss on both continuing operations of $256,420
and discontinued operations of $26,350) for the three month period ended March 31, 2006 compared to a net
loss of $190,740 (including loss on continuing operations of $194,356 and gain on discontinued operations of
$3,616).

2, SIGNIFICANT ACCOUNTING POLICIES

These interim consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles, using the same accounting policies and methods of application as set out in
note 2 of the Consolidated Financial Statements for the year ended December 31, 2004.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions which affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and
revenues and expenses for the years reported. Actual results could differ from these estimates.




China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDA’[:ED FINANCIAL STATEMENTS
3 COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the presentation adopted in the current
year. These reclassifications have not had an impact on results of operations for the period.

a} Discontinued Operations

On May 15, 2006 the Company finalized the disposition of one of its wholly owned Chinese subsidiaries,
NEB. In accordance with CICA Handbook Section 3475 its financial position, results of operations and cash
flows have been presented as discontinued operations (see Note 15).

b) Adjustment to income taxes

In 2004, there was an under accrual of income taxes of $616,000 in connection with expenses incurred in
China. The adjustments increased the total income tax expense and tax liability by $616,000 for the year
ended December 31, 2004. Of this amount, $456,000 relates to NEB and has been recorded in discontinued
operations (see Note 15} with the remaining $160,000 recorded in continuing operations. The 2004 financial
statements have been restated for these adjustments.

4. CASH
March 31, 2006 December 31, 2005
$ $
CDN dollar bank account 1,021,918 702,680
USD dollar bank account 18,789 18,785
Chinese RMB bank account 965,785 2,092,337
Total 2,006,492 2,813,802

[i] Chinese RMB bank account represented the local currency of RMB 7,760,327 [2004: RMB 17,024,024].

5. ACCOUNTS RECEIVABLE

March 31, December 31,
2006 2005
$ $

Trade receivables 749,476 965,931
Other receivables [i] 206,582 221,496
Proceeds to be received for the private placement issued on December 20, - 363,887
2005
Total current accounts receivable 956,058 1,551,314
Long-term receivable
Loan due from Shenshi Education Service Company (“Shenshi™) [ii} 949,566 945,081
Total 1,905,624 2,496,395

[i] Other receivables includes $13,204 [2005 - $13,142], representing the current portion of loans to

employees [note 6].




China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5. ACCOUNTS RECEIVABLE (cont’d}

fti} Shenshi is a non-related business partner of one of the Chinese subsidiaries. The loan due frem Shenshi
is non interest bearing as at December 31, 2005. The total loan was RMB 7,630,000 as at December 31,
2005, including RMB 1,320,000 which was advanced in June 2005 and due on June 14, 2006, RMB
2,340,000 which was advanced in August 2005 and due on August 9, 2006 and RMB 3,970,000 which
was advanced in September 2004 for one year term with 10% interest. The term of the loan was
extended to September 19, 2006. As at December 31, 2004, the loan was collateralized by shares of the
Company. As at December 31, 2005, the loan is guaranteed of the repayment by two directors of the
Company.

6. LOANS TO EMPLOYEES

The Company has advanced loans to employees to assist with automobile purchases. In return, the employees
are required to service the Company for five years. The amounts are non-interest bearing, repayable over 60
months and are collateralized by the automobiles. As at March 31, 2006 the total loan due from employees was
$13,204 which was included in other current receivable (2005: $13,142).

7. INVESTMENTS IN BOOK AND ESL PROJECTS
March 31, December 31

2006 2005
$ $

ESL - Jilin Wales Trading Company [i] - -

Investments in ESL projects represent initial unamortized project costs that are in progress and in
development. These amounts were to amortize upon commencement of commercial distributien.

{il  On June 6, 2003, CEN Smart signed an agreement with Jilin Wales Trading Company (“Jilin
Company™) to invest $106,803 (RMB 870,000) in an ESL project. CEN Smart provided the funding of
the research and the voice recognition technology for the ESL project. Jilin Company is responsible for
the content, editing, software production, and distribution. The Company and Jilin Company agreed to
cease work on the project because of deficiencies in the voice recognition technology. The Company
had recorded a charge of $36,201 (RMB 300,000) reftecting the impairment of the investment to its fair
value as at December 31, 2004. The Company has written down the remaining value of $68,787
(RMB570,000) due to the impairment of the sustainability of the ESL project as at December 31, 20035.
This represents management’s best estimate of the fair value and actual results could differ from this
estimate,

8. BUSINESS ACQUISITIONS
[ii] CEN Smart Networks Ltd.

In June 2005, the Company invested $199,070 [2004: $484,000] in cash to maintain its existing 90%
ownership of CEN Smart.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

9. PROPERTY AND EQUIPMENT

Accumulated Net book
Cost amortization value
5 3 $
March 31, 2006
Computer equipment 155,323 134,383 20,940
Software 70,398 70,398 -
Office equipment 44,080 23,303 20,777
Motor vehicles 380,271 129,323 250,948
Website development costs 1,686,173 - 1,686,173
2,336,245 357,407 1,978,838
Accumulated Net book
Cost amortization value
h) $ 5
December 31, 2005
Computer equipment 150,699 127,558 23,141
Software 70,398 70,398 —
Office equipment 44,081 22,292 21,789
Motor vehicles 349,065 06,181 252,884
Website development costs 1,472,196 — 1,472,196
2,086,439 316,429 1,770,010
10, GOODWILL
March 31, December 31,
2006 2005
5 3
Carrying amount 2,713,310 2,713,310
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11. RELATED PARTY TRANSACTIONS
All related party transactions are recorded at the exchange amounts as agreed upon by the related parties.

March 31, December 31,

2006 2005
$ §

Current
Loan to officer [i] 8,911 -
Due from BDR Investments Ltd. [ii] - 3,428
Sub-total 8911 3,428
Long-term
Due from Beijing Anli Information and Consulting

Company (“Anli”) [iii] 181,699 180,841
Total 190,610 184,269

[i] The loan is non-interest bearing. The officer paid off the loan on April 26, 2006.

[ii] BDR Investments Ltd. (“BDR") is controlled by a director/officer of the Company. The $3,428 was
payment in advance related to office rent and parking. During the three month period ended March 31,
2006, the advance payment was applied to the office rent and parking.

[iii] Anli and its major shareholder are shareholders of the Company. In 2003, the Company advanced funds
of $148,636 (RMB 1,200,000} to Anli. A loan agreement was signed on October 28, 2003 for a one-year
term, non-interest bearing. The loan was extended for an additional one year on October 28, 2004. As at
December 31, 2004, the loan was collateralized by the shares of the Company.

On Qctober 31, 2005, the loan was extended for an additional one-year term and is due on or before
October 31, 2006. As at December 31, 2005, the loan is guaranteed of the repayment by two directors of
the Company.

In addition, the Company advanced funds to Anli of $32,205 (RMB 260,000) in accordance with a loan
agreement dated April 22, 2004. The loan is due on demand and is non-interest bearing.

12.  LOANS PAYABLE

2006 2005
$ $
Automobile loan [i] 22,247 25,566
Promissory note payable to Wild Coyote Securities,
bearing interest at 2% per month compound [ii] - -
22,247 25,566
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12.

Lil

(i)

13.

[a]

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
LOANS PAYABLE (cont’d)

The loan is due on November 14, 2006 with interest bearing of 5.58% and secured by four automobiles
with total value of RMB178,767 (2005: RMB 206,409) in China.

On March 16, 2004, the Company executed a full recourse promissory note payable to Wild Coyote
Securities BVI, LC (“Wild Coyote Securities™) in the amount of $500,000 bearing interest at 8% per
annum, plus costs associated with the transaction. The promissory note was due on or before November
1, 2004. The Company was deemed to be in default as the amounts owing were not paid on or before the
due date. In the event of default, at the option of the holder, all amounts under the promissory note
become due and payable without notice or demand. Wild Coyote has full recourse against any real,
personal, tangible or intangible assets of the Company and may pursue any legal remedies to ensure
payment. If legal action occurs for collection of the note, the Company has agreed to pay all reasonable
expenses, including legal and travel expenses.On April 27, 2005, Wild Coyote Securities extended the
due date of the promissory note to January 1, 2006 and waived the right to recourse to January 1, 2006.
Interest accrued at 2% compounded monthly. The Company paid off the principle and interest accrual
on December 20, 2005.

SHARE CAPITAL

Authorized

The authorized capital consists of unlimited voting common shares without par value and 20,000,000
preferred shares. The preferred shares rank equally on winding up. The directors shall by resolution determine
the rights and restrictions attaching to the preferred shares prior to their issuance. No preferred shares have
been issued to date.

[b]

Issued and outstanding

There are no preferred shares outstanding as at March 31, 2006 and December 31, 2005.

Number of Amount
Common Shares $

Balance, December 31, 2004 30,580,492 21,261,749
Shares issued for cash by way of January private financing 1,048,655 490,548
Share issue costs incurred on January private financing — (2,995)
Warrant issue costs incurred on January private financing — (15,011)
Shares issued for cash by way of June private financing 1,140,000 460,494
Share issue costs incurred on June private financing — (2,706)
Warrant issue costs incurred on June private financing — (63,203)
Finder's fee on June private financing - cash — (20,109
Finder’s fee on June private financing — options and warrants — (14,249)
Repricing on warrants issued on January 17, 2005 — (12,641)
Exercised options and warrants into shares — Nov & Dec 2005 88,000 62,872
Shares issued for cash by way of December private financing 2,036,938 1,405,148
Cash proceeds 1o be received for shares issued in December

private financing 527,500 363,887
Share issue costs incurred on December private financing — (9,275)
Finder’s fee on December private financing — cash — (29,111}
Warrant issue costs incurred on December private financing — (86,698)
Balance, December 31, 2005 35,421,585 23,788,700
Exercised options and warrants into shares ~ Jan to Mar 2006 350,555 389,946
Balance, March 31, 2006 35,772,140 24,178,646
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13.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SHARE CAPITAL (cont’d)

During the year ended March 31, 2006, the following changes in issued share capital occurred:

[i]

A total of 350,555 options and warrants were exercised during the three month period ended March 31,
2006. The exercise price is in the range of $0.55 (C$0.65) and $0.85 (C$1.00).

During the year ended December 31, 2003, the following changes in issued share capital occurred:

(il

(ii]

The Company completed a private placement on December 20, 2005, consisting of 2,564,438 common
shares at $0.6898 (C$0.8) per common share and 1,282,219 one year purchase warrants exercisable
during the first 6 months after the issuance at $0.862 (C$1.00) and at $1.293 (C$1.50) from the seventh
to the twelfth month after the issuance. Gross proceeds were $1,769,035. As at December 31, 2005
$1,405,148 in cash was received. The balance was received in Jannary and March 2006. The fair market
value of the warrants was $86,699 (C$100,543) based on the Black-Scholes option pricing model.
Assumptions used in the pricing model include: (i) Risk free interest rate of 3.56%; (ii) expected
volatility of 65.21%; an estimated life of 0.5 years and (iv) and expected dividend rate of 0%.

The Company agreed to pay a finder's fee of $29,111 (C$33,760) in connection with the private
placement.

The Company completed a private placement on June 16, 2005, consisting of 1,140,000 common shares
at $0.4039 (C$0.5) per common share and 1,140,000 purchase warrants exercisable at $0.525 (C3$0.65)
per warrant for total gross proceeds of $460,494. The Company incurred share issue costs of $2,706. The
share purchase warrants are convertible to common shares at a ratio of 1:1 and expire one and a half
years after issue. The fair market value of the warrants was $63,203 (C$78,233) based on the Black-
Scholes option pricing model. Assumptions used in the pricing model include: (i) Risk free interest rate
of 3.16%:; (ii) expected volatility of 54.01%:; an estimated life of 1.5 years and (iv) and expected dividend
rate of 0%.

The Company agreed to pay a finder's fee of $20,109 (C324,850) in cash in connection with the private
placement. The Company also granted the right to a broker to purchase 100,500 units at a price of
$0.4039 (C$0.5). Each unit consists of one common share in the capital of the Company and one share
purchase warrant. Each warrant is exercisable for one additional common share at any time on or before
December 16, 2006 at a price of $0.525 (C$0.65) per warrant share. The fair market value of the
common shares was $8,677 (C$10,741) and the fair market value of warrants was $5,572 (C$6,897)
based on the Black-Scholes option pricing model. Assumptions used in the pricing model include: (i)
Risk free interest rate of 3.16%; (i) expected volatility of 54.01%; an estimated life of 1.5 years and (iv)
and expected dividend rate of 0%.

On June 3, 2005, the Company repriced 481,926 warrants issued on January 14, 2005, in connection with
a private placement of 1,048,655 units, each unit consisting of one common share and one half of one
warrant. The exercise price of the warrant was repriced from $0.936 (C$1.14) to $0.577 (C$0.72). The
repricing applied to all warrants, with the exception of an aggregate total of 42,401 warrants issued to
insiders. The total adjustments of repricing were $12,641 (C$15,913) based on the Black-Scholes option
pricing model. Assumptions used in the pricing model include: (i} Risk free interest rate of 3.16%; (ii)
expected volatility of 54.01%; an estimated life of 1.46 years and (iv) and expected dividend rate of 0%.

[iii] The Company completed a private placement on January 17, 2005, consisting of 1,048,655 common

shares and 524,327 purchase warrants exercisable at $0.468 (C$0.57) for total gross proceeds of
$490,548. The Company incurred share issue costs of $2,995. The share purchase warrants are
cenvertible to common shares at a ratio of 0.5:1 and expire two vears after issue. The $15,011 fair value
of the warrants has been estimated using the Black-Scholes option pricing model. Assumptions used in
the pricing model include: (i) Risk free interest rate of 3.02%; (ii} expected volatility of 52.75%; an
estimated life of 2 years and (iv} and expected dividend rate of 0%.

10
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

13.  SHARE CAPITAL (cont’d)

{c]  Stock options

The Company has stock option plans that allow it to grant options to its employees, officers, directors and
consultants to acquire up to 10% of issued and outstanding common stock. The exercise price of each option
shall not be less than the weighted average closing price of the common shares on the TSX Veniure Exchange
on the last five trading days before the date of the grant, Options have a maximum term of five years and
terminate thirty to ninety days following the termination of the optionee’s employment. The right to exercise
the options will vest in installments over the life of the option as determined at the time the option is granted.

In 2005, the Company granted 1,815,500 stock options 1o its directors, employees and consultants with a
weighted average exercise price of $0.65 (C3$0.77) per option, being the fair market value of the underlying
stock at the time of the grant. The options vest from February 15, 2005 to October 20, 2009 and have a five

year term.

A summary of the status of the Company’s stock options plans is as follows:

March 31, 2006 December 31, 2005
Weighted Weighted Weighted Weighted
average average average average
price in price in price in price in
Number UsD CDN Number USD CDN
of shares $ $ of shares $ $
Outstanding, beginning of
year 3,164,900 0.66 0.89 2,112,400 0.67 1.02
Granted - - - 1,815,500 0.65 0.77
Forfeited - - - (130,000) 0.76 0.97
Exercised . - - (83,000) 0.40 0.50
Expired (17,500) 0.40 0.50 (550,000) 0.67 1.05
Outstanding, end of period 3,147,400 0.66 0.89 3,164,900 0.66 0.89
Exercisable, end of period 1,516,980 0.63 0.91 1,491,980 0.63 0.91

1
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

13, SHARE CAPITAL (cont’d)

[d] Warrants

The following table summarizes the status of the Company’s share purchase warrants outstanding as follows:

Balance Balance
Expiry December 31, March 31
Price date 2005 Issued Exercised 2006

$0.64 January 8, 2006
(C$0.85) 200,000 - -
50.74 April 21, 2006
(C51.00) 475,850 - (55,000) 420,820
$%0.58- 0.94 January 17,
(C30.72-1.14) 2007 524,327 - (21,930) 502,397
$0.53 December 16,
(C$0.65) 2006 1,235,500 - (215,500) 1,020,000
$1.00
(C$0.86) June 20, 2006 1,282,219 - {40,625) 1,241,594

3,717,896 - (333,055) 3,384,841

14. STOCK BASED COMPENSATION

The fair value of each option granted is estimated on t-he grant date using the Black-Scholes option-pricing

model with the following weighted average assumptions.

March 3, December 31,
2006 2005

$ $
Risk-free interest rate 4.0% 3.55%
Dividend yield 0% 0%
Expected volatility 1% 55%
Expected life 4 years 2.5 years

For the three-month period ended March 31, 2006, the Company incurred non-cash stock-based compensation

expense of $8,296 related to 25,000 stock options granted to a consultant.

The weighted average fair value of an option granted during three month period ended March 31, 2006 was

$0.3318.

12
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

15. DISCONTINUED OPERATIONS

On April 25, 2006, the Company reached an agreement to sell a subsidiary, NEB for $1.06 million (C$1.2
million). The Company received $703,860 (C$830,000) cash on May 15, 2006 and a one year secured
promissory note of $351,930 (C$370,000). As at December 31, 2003, the assets disposed consisted primarily
of inventories, investment in book projects and equipment. The majority of the liabilities were tax expenses.

Pursuant to CICA Handbook Section 3475 “Disposal of Long-Lived Assets and Discontinued Operations”, the
Consolidated Financial Statements of the Company have been reclassified to reflect the discontinued
operations of NEB. Accordingly, revenues, costs and expenses, assets and liabilities, and cash flows of
discontinued operations have been segregated in the Consclidated Statements of Operations and Deficit,
Consolidated Balance sheets, and Consolidated Cash Flow Statements, The net operating results, net assets
and net cash flows of this division have been reported as “Discontinued Operations™.

Please see below the summarized financial information for the Company’s discontinued operations for the
three months period ended March 31, 2006 and 2005:

NORTHERN EDUCATION BOOKS LTD.

Balance Sheets as at March 31, 2006 and December 31, 2005
- Discontinued Operations (Prepared by Management)

Three months ended Year ended
31-Mar-06 31-Dec-05
(Expressed in U.S. Dollars) (Unaudited) {Audited)
h) $
ASSETS
Current
Cash 48,156 395,527
Accounts receivable 452,668 113,686
Inventory 3,066 3,766
Prepaid expenses & deposits 822 2,478
Current assets of discontinued operations 504,712 515,457
Investment in book projects 177,401 176,563
Equipment 1,127 1,313
Goodwill 895,743 895,743
Non-current assets of discontinued operations 1,074,271 1,073,619
Total assets of discontinued operations 1,578,983 1,589,076
LIABILITIES
Current
Accounts payable and accrued liabilities 351,666 331,209
Income tax payable 777,486 774,820
Total liabilities of discontinued operations 1,129,152 1,106,029

13
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. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15. DISCONTINUED OPERATIONS (cont’d)

NORTHERN EDUCATION BOOKS LTD.

Consolidated Statements of Operations and Deficit for three months ended March 31, 2006 and 2005
- Discontinued Operations (Prepared by

Management)
Three months ended
. 31-Mar-06 31-Mar-05
{Expressed in U.S. Dollars) (Unaudited) (Unaudited)
5 3
REVENUE
Sales 2,141 200,544
Cost of sales (1,585 (172,162)
Gross profit 556 28,382
EXPENSES
General and administrative 21,779 21,478
Sales and marketing 4,968 3,124
Amortization 187 176
26,934 24,778
Profit (loss) before other earnings (expense) and
. income taxes (26,378) 3,604
| Other earnings (expense)
‘ Foreign exchange gain - 21
I Interest income 42 (1
Interest expense (14) (&)
28 2
Income (loss) before taxes and non-controlling
interest (26,350) 3,616
Income tax expense - -
Net (loss) profit before non-controlling interest (26,350) 3,616
Profit (loss) per share - basic and diluted
| Profit (loss) from discontinued operations (0.0007) 0.0001
| Basic and diluted, weighted average number of
shares outstanding 35,493,309 28,666,764

14
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. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

15. DISCONTINUED OPERATIONS (cont’d)

Consolidated Statements of Operations and Deficit for three months ended March 31, 2006 and 2005

- Discontinued Operations (Prepared by Management)

Three months ended

31-Mar-06 31-Mar-05
(Expressed in U.S. Dollars) {Unaudited) (Unaudited)
$ $

OPERATING ACTIVITIES

Net loss from discontinued operations (26,350) 3,616

Items not involving use of cash:

Amortization 187 176

Unrealized foreign exchange loss (6,867) -

(33,030) 3,792

Changes in non-cash operating working capital

Accounts receivable (338,982) 91,325

Inventory 700 (8,669)

Prepaid expenses and deposits 1,656 1,810

Accounts payable & accrued liabilities 20,457 (47,335)

Tax payable 2,666 -
Cash (used in) provided by operating activities of discontinued
operations (346,533) 40,923
INVESTING ACTIVITIES

Investment in book projects (838) -
Cash used in investing activities of discontinued operations (838) -
Net cash (outflow) inflow (347.,371) 40,923
Cash, beginning of period 395,527 507,066
Cash, end of period 48,156 547,989

15
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

16, FINANCIAL INSTRUMENTS .

The carrying amount for cash, accounts receivable, due from related parties, loans to employees, accounts
payable, income tax payable, loans payable and due to related parties approximate their fair value due to the
short-term nature of these instcuments.

Fair value estimates are made at a specific point in time, based on relevant market information and
information about the financial instrument. These estimates are subjective in nature and involve uncertainties
and matters of significant judgment and therefore, cannot be determined with precision. Changes in
assumptions could significantly affect the estimates and the business operations are predominately in Chinese
RMB.

The financial instruments that potentially subject the Company to significant concentration of credit risk
consist principally of cash and accounts receivable. Cash is on deposit at major financial institutions.
Management is of the opinion that credit risk with respect to accounts receivable is limited due to the financial
strength of the Company’s major customers and the monitoring of their financial condition to ensure
collections and to minimize losses,

17.  SUBSEQUENT EVENTS

On April 25, 2006, the Company announced the sale of Northern Education Books Ltd. for $1.2 million CDN,
$830,000 CDN payable in cash and the batance secured by a one year promissory note.

16
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

18. SEGMENTED INFORMATION

The Company has one reporting segment and its head office is located in Vancouver, British Columbia. The
operations of the company are primarily in two geographic areas: Canada and China.

Segmented information by geographic areas is as follows for three months ended March 31, 2006:

(Prepared by Management)

China Canada Total
$ $ $

Revenues 321,625 - 321,623
Gross profit 133,577 - 133,577
Amortization (40,511) (467) (40,978)
Interest revenue 2,403 3,870 6,273
Interest expenses (1,83%) (224) (2,059)
Other expenses (89,646) {263.410) (353.056)
Profit (loss) before taxes, non-controlling interest and
discontinued operations 3,988 (260,231) {256,243)
Income tax expense (105) - (105}
Profit (loss) before non-controlling interest and discontinued
operations 3,883 (260,231) (256,348)
Non-controlling interest (72) - (72)
Profit (loss) before discontinued operations 3,811 (260,231) (256,420)
Loss from discontinued operations {26,350) - (26,350)
Loss for the period {22,539) (260,231) (282,770
Assets employed
Goodwill 2,713,310 - 2,713,310
Property and equipment 1,771,327 520 1,771,847
Total assets 9,387,119 1,310,089 10,697,208
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

18. SEGMENTED INFORMATION (cont’d)

Segmented information by geographic areas is as follows for three months ended March 31, 2005:

(Prepared by Management)

China Canada Total
b3 $ 5

Revenues 467855 - 467,855
Gross profit 93,006 - 93,006
Amortization (14,856) @17 (15,273)
Interest revenue 13,849 - 13,849
Interest expenses (62) (21,474) (21,536)
Other expenses (145,463) (129,234) (274.697)
Laoss before taxes, non-controlling interest and discontinued
operations (53,526) (151,125) (204,651}
Income tax expense (185) - (185)
Loss before non-controlling interest and discontinued
operations (53,711) (151,125) (204,836)
Non-controlling interest 10,480 - 10,480
Loss before discontinued operations (43,231) (151,125) (194,356)
Profit from discontinued operations 3,616 - 3,616
Loss for the period (39,615) (151,125) (190,740)
Assets employed
Goodwill 2,713,310 - 2,713,310
Property and equipment 553,896 1,161 555,057
Total assets 7.917,624 320911 8,238,535
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CHINA EDUCATION RESOURCES INC.

(formerly China Ventures Inc.)

Interim Consolidated Financial Statements
{Expressed in United States Dollars)

Six months ended June 30, 2006

Prepared by Management (not audited or reviewed by external auditors)

See Notice to Reader

Notice 10 Reader

Management has compiled the unaudited interim consolidated financial information of China Education
Resources Inc. consisting of the interim consolidated Balance Sheet as at June 30, 2006 and the consolidated
Statement of Operations and Deficit and consolidated Statement of Cash Flows for six months ended June 30,
2006 both for continuing operations and discontinued operations. Please note the interim financial statements
have not been reviewed or audited by external auditors,




China Education Resources Inc. (formerly China Ventures Inc.)

. Balance Sheets as at June 30, 2006 and December 31, 2005
{Prepared by Management)
Six months ended Year ended
30-Jun-06 31-Dec-05
(Expressed in U.S. Dollars) (Unaudited} (Audited)
3 S
ASSETS
Current
Cash (note 4) 3,625,052 2,813,802
Accounts receivable (note 5 & 6) 914,282 1,551,314
Due from refated parties (note 10) - 3,428
Inventory 96,761 150,329
Prepaid expenses & deposits 114,440 40,669
Assets of discontinued operations (note 14) - 515,457
Total current assets 4,750,535 5,074,999
Due from related parties (note 10) 182,352 180,841
Long term other receivable (note 5) 952,979 045,081
Assets of discontinued operations (note 14) - 1,073,619
Future income tax asset 141,148 141,148
Property and equipment (note 8) 2,253,320 1,770,010
Goodwill (note 9) 2,713,310 2,713,310
. Total assets 10,993,644 11,899,008
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities 1,213,781 2,370,958
Income tax payable 1,883,642 1,821,112
Liabilities of discontinued operations (note 14) - 1,106,029
Loans payable (note 11) 18,885 25,566
Total current liabilities 3,116,308 5,323,665
Non-controlling interest 730,224 778,120
Total liabilities 3,846,532 6,101,785
Shareholders’ equity
Share capital (note 12) 25,515,525 23,788,700
Contributed surplus (note 12 & 13) 1,488,259 621,127
Cumulative translation adjustment 27,442 (21,497}
Deficit (19,884,114) (18,591,107)
Total shareholders' equity 7,147,112 5,797,223
Total liabilities and shareholders’ equity 10,993,644 11,899,008

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Operations and Deficit for six months ended

June 30, 2006 and 2005
(Prepared by Management)

Three months ended

Six months ended

30-Jun-06 30-Jun-05 30-Jun-06 30-Jun-03
(Expressed in U.S. Dollars) {(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
$ $ b 3

REVENUE
Sales 24,577 47,735 346,202 515,590
Cost of sales 126,141 176,578 314,189 551,427
Gross profit (1oss) (101,564) (128,843) 32,013 (35,837)
EXPENSES
General and administrative 366,743 372,445 677.516 631,795
Sales and marketing 30,622 2,642 64,435 5,284
Amortization (note 8) 42,521 15,089 83,499 30,362
Bad debts 16,843 - 16,843 -
Stock-based compensation (note 13) 858,835 3,807 867,131 16,849

1,315,564 393,983 1,709,424 684,290
Profit before other earnings (expense) and
income taxes (1,417,128) (522,826) {(1,677.411) (720,127)
Other earnings (expense)
Foreign exchange gain 18,965 2,518 18,791 2,855
Interest income 43,963 13,029 50,236 26,878
Interest expense (606} (20,601) {2,665) (42,137)

62,322 (5,054) 66,362 (12,404)

Loss before taxes, non-controlling interest and
discontinued operations (1,354,806) (527,880) (1,611,049} (732,531)
Current income tax expense (567) (93) (672) (278)
Loss before non-controlling interest and
discontinued operations (1,355,373) (527,973) (1,611,721) (7132,809)
Non-controlling interest - share of loss 47,968 106,931 47,896 117,411
Net loss from continuing operations (1,307,405) (421,042) (1,563,825) (615,398}
Net profit (loss) from discontinued operations
{note 14) 26,350 {175,442 - (171,826)
Gain on the sale of NEB (note 14) 270,818 - 270,818 -
Loss for the period (1,010,237 (596,484) (1,293,007) (787,224)
Deficit, beginning of period (18,873,877) (18,071,424)  (18,391.107) (17,880,684)
Deficit, end of period (19,884,114) (18,667,908) (19,884,114} (18,667,508)
Loss{(gain) per share - basic and diluted
Loss from continuing operations 0.0287 0.0133 0.0358 0.0194
Loss(gain) from discontinued operations (0.0007) 0.0055 - 0.0054
Loss for the period 0.0280 0.0188 0.0358 0.0248
Basic and diluted, weighted average number of
shares outstanding 36,094,026 31,630,933 36,094,026 31,630,933

See accompanying notes to consolidated financial statements,



China Education Resources Inc. (formerly China Ventures Inc.)

. Consolidated Statements of Operations and Deficit for six months ended June 30, 2006 and 2005
(Prepared by Management)
Three months ended Six months ended
30-Jun-06 30-Jun-05 30-Jun-06 30-Jun-05
(Expressed in U.S. Dollars) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
b S 5 $
. OPERATING ACTIVITIES
Net loss from continuing operations {1,036,587) (421,042)  (1,293,007) (615,398)
Items not involving use of cash:
Amortization 42,521 15,089 83,499 30,362
Stock based compensation 858,835 3,807 867,131 16,849
Foreign exchange gain on sale of NEB (19,121} - (19,121) -
Unrealized foreign exchange loss 37,105 - 48,939 -
Gain on sale of NEB (270,818) - (270,818) -
Provision of bad debts 16,843 - 16,843 -
Non-controlling interest (47,968) {106,931) (47,896) (117411

(419,190} (509,07h {614,430) (685,598}
Changes in non-cash operating working capital

Accounts receivable 399,581 (108,758) 904,837 (278,614)
Inventory (58.415) 5.666 53,568 79.514
Prepaid expenses and deposits 29,417 26,048 (73,771) 22,610
. Accounts payable & accrued liabilities 29,551 134204  (1,157.177) (354,623)
Tax payable 52,909 - 62,530 -
Cash provided by (used in) operating activities 33,853 (451,917) (734,443 (1,216,711}
INVESTING ACTIVITIES
Advances te employees 8,911 - - -
Purchase of property and equipment (317,002 (257,273) (566,809) (399,511)
Proceeds on sale of NEB 722,981 - 722,981 -
Interest earned on promissory note 27,288 - 27,288 -
Promissory note for proceeds on sale of NEB (351,930) - (351,930) -
Advances to related parties (653} (2,963) 1,917 (45,587)
Loan receivable (3.413) (63,726} (7,898) (63,726)
Cash provided by (used in) investing activities 86,182 (323,962) (174,451) (508,824)
FINANCING ACTIVITIES
Issue of common shares 1,501,887 422 687 1,726,825 913,235
Repayment of automobile loan (3,362) - {6,681) -
{Repayment of) proceeds from promissory note (63.951) - (304,885)
Cash provided by financing activities 1,498,525 358,736 1,720,144 608,350
Net cash inflow 1,618,560 (417,143) 811,250  (1,117,185)
Cash, beginning of period 2,006,492 1,019,308 2,813,802 1,719,350
Cash, end of period 3,625,052 602,165 1,625,052 602,165
. Please refer to note 14 for the cash flow detail of the discontinued operations and see accompanying notes to
consolidated financial statements.




China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. NATURE OF BUSINESS AND BASIS OF PRESENTATION
Nature of business

China Education Resources Inc. with its subsidiaries (“China Education” or the “Company”), primarily develops
and distributes educational textbooks and materials to bookstores and schools in China. The Company focuses
on three subject areas; kindergarten curriculum development, psychology, and information technology. The
Company also provides training services to educational establishments. The Company is currently developing an
education internet portal which will provide educational content to its users.

The Company was incorporated under the laws of the Company Act, British Coltunbia on August 27, 1997. On
December 16, 2004, the Company changed its name from China Ventures Inc. to China Education Resources
Inc.

Basis of presentation

These unaudited interim consolidated financial statements do not include all the disclosures required by
Canadian generally accepted accounting principles and therefore should be read in conjunction with the
Consolidated Financial Statements for the year ended December 31, 2005. The results of operations for the
intesim periods should not be considered indicative of full year results due to the seasonality of the Company’s
business.

These consolidated financial statements are presented in United States dollars.

Going concern

The financial statements have been prepared on a going concem basis, which contemplates the realization of
assets and the discharge of liabilities in the normal course of business for the foreseeable future.

The Company has incurred a net loss of $1,293,007 for the six months period ended June 30, 2006 compared to
a net loss of $787,224 (including losses on continuing operations of $615,398 and discontinued operations of
$171,826) for the same period previous year.

2. SIGNIFICANT ACCOUNTING POLICIES

These interim consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles, using the same accounting policies and methods of application as set out in note
2 of the Consolidated Financial Statements for the year ended December 31, 2005.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions which affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and
revenues and expenses for the years reported. Actual results could differ from these estimates.

Financial Instruments

The carrying amount for cash, accounts receivable, due from related parties, loans to employees, accounts
payable, income tax payable, loans payable and due to related parties approximate their fair value due to the
short-term nature of these instruments,

Fair value estimates are made at a specific point in time, based on relevant market information and information
about the financial instrument. These estimates are subjective in nature and involve uncertainties and matters of
significant judgment and therefore, cannot be determined with precision. Changes in assumptions could
significantly affect the estimates and the business operations are predominately in Chinese RMB.



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

The financial instruments that potentially subject the Company to significant concentration of credit risk consist
principalty of cash and accounts receivable. Cash is on deposit at major financial institutions. Management is of

the opinion that credit risk with respect to accounts receivable is limited due to the financial strength of the
Company’s major customers and the monitoring of their financial condition to ensure collections and to

minimize losses.

3. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the presentation adopted in the current year.
These reclassifications have not had an impact on results of operations for the period.

a) Discontinued Operations

On May 15, 2006 the Company finalized the disposition of one of its wholly owned Chinese subsidiaries, NEB.
In accordance with CICA Handbook Section 3475 its financial position, results of operations and cash flows

have been presented as discontinued operations (see Note 15).

4, CASH
June 30, 2006 December 31, 2005
$ 5
CDN dollar bank account 2,777,756 702,680
USD dollar bank account 210,398 18,785
Chinese RMB bank account 636,898 2,092,337
Total 3,625,052 2,813,802

[i} Chinese RMB bank account represented the local currency of RMB 5,099,305 [2005: RMB 17,024,024].

5. ACCOUNTS RECEIVABLE

June 30, December 31,
2006 2005
$ $

Trade receivables 183,282 965,931
Other receivables 1] 3794070 221,496
Promissory note 351,930 -
Proceeds to be received for the private placement issued on December 20, - 363,887
2005
Total current accounts receivable 914,282 1,551,314
Long-term receivable
Loan due from Shenshi Education Service Company (*‘Shenshi”} [ii] 952,979 945,081
Total 1,867,261 2,496,395

[i] Other receivables includes $13,252 [2005 - $13,142], representing the current portion of loans o

employees [note 6].




China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5. ACCOQUNTS RECEIVABLE (cont’d)

[ii] Shenshi is a non-related business partner of one of the Chinese subsidiaries. The loan due from Shenshi is
non interest bearing as at December 31, 2005. The total loan was RMB 7,630,000 as at December 31,
2005, including RMB 1,320,000 which was advanced in June 2005 and due on June 14, 2006, RMB
2,340,000 which was advanced in August 2005 and due on August 9, 2006 and RMB 3,970,000 which was
advanced in September 2004 for one year term with 10% interest. The term of the loan was extended to
September 19, 2006, As at December 31, 2004, the loan was collateralized by shares of the Company. As
at December 31, 2005, the loan is guaranteed of the repayment by two directors of the Company.

6. LOANS TO EMPLOYEES

The Company has advanced loans to employees to assist with automobile purchases. In return, the employees
are required to service the Company for five years. The amounts are non-interest bearing, repayable over 60
months and are collateralized by the automobiles. As at June 30, 2006 the total loan due from employees was
$13,252 which was included in other current receivable (2005: $13,142).

7. BUSINESS ACQUISITIONS

CEN Smart Networks Ltd.

In June 2005, the Company invested $199,070 [2006: $Nil] in cash to maintain its existing 90% ownership of
CEN Smart.

8. PROPERTY AND EQUIPMENT

Accumulated Net book
Cost amortization value
3 3 $

June 30, 2006
Computer equipment 157,660 141,157 16,503
Software 70,398 70,398 -
Office equipment 49,120 24,364 24,756
Motor vehicles 380,383 164,008 216,375
Website development costs 1,995,686 - 1,995,686

2,653,247 399,927 2,253,320

Accumulated Net book
Cost amortization value
$ b 5

December 31, 2005
Computer equipment 150,699 127,558 23,141
Software 70,398 70,398 —
Office equipment 44,081 22,292 21,789
Motor vehicles 349,065 06,181 252,884
Website development costs 1,472,196 — 1,472,196

2,086,439 316,429 1,770,010




China Education Resources Inc. {formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

9. GOODWILL

June 30, December 31,

2006 2005
b b
Carrying amount 2,713,310 2,713,310

1. RELATED PARTY TRANSACTIONS
All related party transactions are recorded at the exchange amounts as agreed upen by the related parties.

June 30, December 31,

2006 2005
$ $

Current
Due from BDR Investments Ltd. [i] - 3,428
Sub-total - 3,428
Long-term
Due from Beijing Anli Information and Consulting

Company ("Anli”) [ii] 182,352 180,841
Total 182,352 184,269

[i] BDR Investments Ltd. (“BDR™) is controlled by a director/officer of the Company. The $3,428 was
payment in advance related to office rent and parking as at December 31, 2005.

(ii] Anli and its major shareholder are shareholders of the Company. In 2003, the Company advanced funds of
$148,636 (RMB 1,200,000) to Anli. A loan agreement was signed on October 28, 2003 for a one-year term,
non-interest bearing. The loan was extended for an additional one year on October 28, 2004. As at
December 31, 2004, the loan was collateralized by the shares of the Company.

On October 31, 2005, the loan was extended for an additional one-year term and is due on or before
October 31, 2006. As at December 31, 2005, the loan is guaranteed of the repayment by two directors of the
Company.

In addition, the Company advanced funds to Anli of $32,205 (RMB 260,000) in accordance with a loan
agreement dated April 22, 2004. The loan is due on demand and is non-interest bearing.

11. LOANS PAYABLE

June 30, December 31.

2006 ’ 2005

3 $
Automobile {oan [i] 18,885 25,566
18,885 25,566




China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11.  LOANS PAYABLE (cont’d)

[i] The loan is due on November 14, 2006 and bears interest of 5.58% and is secured by four automobiles
with total value of RMB 178,767 (2005: RMB 206,409} in China.

12, SHARE CAPITAL

[a] Authorized

The authorized capital consists of unlimited voting common shares without par value and 20,000,000 preferred
shares. The preferred shares rank equally on winding up. The directors shall by resolution determing the rights
and restrictions attaching to the preferred shares prior to their issuance. No preferred shares have been issued to
date,

[b] Issued and outstanding

There are no preferred shares outstanding as at June 30, 2006 and December 31, 2005.

Number of Amount
Commeon Shares 3

Balance, December 31, 2004 30,580,492 21,261,749
Shares issued for cash by way of January private financing 1,048,655 490,548
Share issue costs incurred on January private financing — (2,995)
Warrant issue costs incurred on January private financing — (15011
Shares issued for cash by way of June private financing 1,140,000 460,494
Share issue costs incurred on June private financing —_ (2,706)
Warrant issue costs incurred on June private financing — (63,203)
Finder's fee on June private financing — cash — (20,109}
Finder's fee on June private financing — options and warrants — (14,24%)
Repricing on warrants issued on January 17, 2005 — (12,641)
Exercised options and warrants into shares — Nov & Dec 2005 88,000 62,872
Shares issued for cash by way of December private financing 2,036,938 1,405,148
Cash proceeds to be received for shares issued in December

private financing 527,500 363,887
Share issue costs incurred on December private financing — (9,275)
Finder's fee on December private financing — cash — (29,111)
‘Warrant issue costs incurred on December private financing — (86,698)
Balance, December 31, 2005 35,421,585 23,788,700
Exercised options and warrants into shares — Jan to Mar 2006 350,555 389,946
Exercised options and warrants into shares — Apr to Jun 2006 1,861,343 1,336,879
Balance, June 30, 2006 37,633,483 25,515,525

[il A rwtal of 1,861,343 options and warrants were exercised during the three months period ended June 30,
2006. The exercise price is in the range of $0.55 (C$0.65) and $0.85 (C$1.00).



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

12.  SHARE CAPITAL (cont’d)

[¢c] Stock options

The Company has stock option plans that allow it to grant options to its employees, officers, directors and
consultants to acquire up to 10% of issued and outstanding common stock. The exercise price of each option
shall not be less than the weighted average closing price of the common shares on the TSX Venture Exchange
on the last five trading days before the date of the grant. Options have a maximum term of five years and
terminate thirty to ninety days following the termination of the optionee’s employment. The right to exercise the
options will vest in installments over the life of the option as determined at the time the option is granted.

A summary of the status of the Company’s stock options plans is as follows:

June 30, 2006 December 31, 2005
Weighted Weighted Weighted Weighted
average average average average
price in price in price in price in
. Number USD CDN Number usn CDN
of shares 3 3 of shares b 5

Outstanding, beginning of
year 3,164,900 0.66 0.89 2,112,400 0.67 1.02
Granted - - - 1,815,500 0.65 0.77
Forfeited - - - (130,000) 0.76 0.97
Exercised (167,500} 0.40 0.50 (83,000) 0.40 0.50
Expired (550,000) 0.67 1.05
Outstanding, end of period 2,997,400 0.67 0.91 3,164,900 0.66 0.89
Exercisable, end of period 1,968,230 0.66 0.95 1,491,980 0.63 0.91

[d] Warrants

The following table summarizes the status of the Company’s share purchase warrants outstanding as follows:

Balance Balance
Expiry December 31, June 30,
Price date 2005 Expired Exercised 2006
50.64 January 8, 2006
(C30.85) 200,000 (200,000) - -
$0.74 April 21, 2006
(C$1.00) 475,850 (84,850) (391,000) -
$0.58—0.94 Janvary 17,
(C$0.72-1.14) 2007 524,327 - (24,430) 499,897
$0.53 December 16,
(C3%0.65) 2006 1,235,500 - (645,500) 590,000
$1.00
(C$0.86) June 20, 2006 1,282,218 - (983,468) 298,750
3,717,895 (284,850) (2,044,398) 1,388,647




China Education Resources Inc¢, (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13.  STOCK BASED COMPENSATION

The fair value of each option granted is estimated on the grant date using the Black-Scholes option-pricing
model with the following weighted average assumptions for the three months period ended June 30, 2006.

June 30, December 31,

2006 2005

5 $
Risk-free interest rate 4.17% 3.55%
Dividend yield 0% 0%
Expected volatility 98.8% 55.0%
Expected life 3.25 years 2.50 years

For the three-month period ended June 30, 2006, the Company incurred non-cash stock-based compensation
expense of $858,839 (C$983,283) related to 618,750 stock options previously granted to employees, directors
and consultants which vested during the period.

The weighted average fair value of an option vested during three month period ended June 30, 2006 was $1.388
(C31.5891).

14. DISCONTINUED OPERATIONS

On April 25, 2006, the Company reached an agreement to sell a subsidiary, NEB for $1.06 million {C$1.2
million). The Company received a cash payment of $750,269 (C$830,195) which included part of the proceeds
of $722,981 (C$800,000} and interest revenue of $27,288 (C$30,195) on May 29, 2006. The balance is secured
by a one year promissory note of $351,930 (C$400,000). The gain on sale of NEB was $270,318. Please see
the table below for the sale of NEB.

April 25, 2006 US$

Net Assets 683,202
Goodwill 895,743
Total Assets 1,578,945
Total Liabilities 793,973
Total Net Assets 784,972
Gain on Sale 270,818
Total proceeds 1,055,790

As at December 31, 2005, the assets disposed consisted primarily of inventories, investment in book projects
and equipment. The majority of the liabilities were tax expenses.

Pursuant to CICA Handbook Section 3475 “Disposal of Long-Lived Assets and Discontinued Operations”, the
Consolidated Financial Statements of the Company have been reclassified to reflect the discontinued operations
of NEB. Accordingly, revenues, costs and expenses, assets and liabilities, and cash flows of discontinued
operations have been segregated in the Consolidated Statements of Operations and Deficit, Consolidated
Balance sheets, and Consoclidated Cash Flow Statements. The net operating results, net assets and net cash flows
of this division have been reported as “Discontinued Operations”.

14. DISCONTINUED OPERATIONS (cont’d)

10



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Please see below the summarized financial information for the Company's discontinued operations for the six

months period ended June 30, 2006 and 2005:

NORTHERN EDUCATION BOOKS LTD.

Balance Sheets as at June 30, 2006 and December 31, 2005
- Discontinued Operations (Prepared by Management)

Six months ended Year ended
30-Jun-06 31-Dec-05
{(Expressed in U.S. Dollars) {Unaudited) (Audited)
$ 8
ASSETS
Current
Cash 395,527
Accounts receivable 113,686
Inventory 3,766
Prepaid expenses & deposits 2,478
Current assets of discontinued operations 515,457
Investrment in book projects 176,563
Equipment 1,313
Goodwill 895,743
Non-current assets of discontinued operations 1,073,619
Total assets of discontinued operations 1,589,076
LIABILITIES
Current
Accounts payable and accrued liabilities 331,209
Income tax payable 774,820
Total liabilities of discontinued operations 1,106,029

11




China Education Resources Inc. (formerly China Ventures Inc.)

. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14.  DISCONTINUED OPERATIONS (cont’d)
NORTHERN EDUCATION BOOKS LTD.
Consolidated Statements ef Operations and Deficit for six months

ended June 30, 2006 and 2005
- Discontinued Operations (Prepared by

Management)
Three months ended Six months ended
30-Jun-06 30-Fun-03 30-Jun-06 30-Jun-05
{Expressed in U.S. Dollars) (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)
B3 5 $ $
REVENUE
Sales - 140,681 - 341,225
Cost of sales - (294.412) - (466,574)
Gross profit - (153,731 - (125,349)
EXPENSES
General and administrative - 21,551 - 43,029
Sales and marketing - - - 3,124
Amortization - 176 - 352
- 21,727 - 46,505
Profit (loss) before other earnings (expense)
. and income taxes - (175,458) - (171,854)
Other earnings (expense)
Foreign exchange gain - ()] - )]
Interest income - 27 - 48
Interest expense - (9 - (17
- 16 - 28
Income (loss) before taxes and non-controlting
interest - (175,442) - (171,826}
Income tax expense - - - -
Net (loss) profit before non-controlling interest - (175,442) - (171.826)
Profit (loss) per share - basic and diluted
Profit (loss} from discontinued operations - (0.0055) - (0.0054)
Basic and diluted, weighted average number of
shares outstanding - 31,630,933 31,630,933

See accompanying notes to consolidated financial statements.

12



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14.  DISCONTINUED OPERATIONS (cont’d)

Consolidated Statements of Operations and Deficit for six months ended

June 30, 2006 and 2005
- Discontinued Operations {Prepared by
Management)

Three months ended

Six months ended

30-Jun-06 30-Jun-05 30-Jun-06 30-Jun-05
(Expressed in U.S. Dollars) (Unaudited) (Unaudited)  (Unaudited) (Unaudited)
5 $ $ b

OPERATING ACTIVITIES
Net loss from discontinued operations (175.442) - (171,826)
Items not involving use of cash:
Amortization 176 - 352
Unrealized foreign exchange loss - - -

(175,266) (17,474)
Changes in non-cash operating working capital
Accounts receivable (26,161) - 65,164
Inventory (6,879) - (15,548)
Prepaid expenses and deposits 604 - 2414
Accounts payable & accrued liabilities 45,638 - (1,697)
Tax payable - - -
Cash (used in} provided by operating activities of
discontinued operations {162,064) - (121,141)
INVESTING ACTIVITIES
Investment in book projects - -
Cash used in investing activities of discontinued
operations - -
Net cash (outflow) inflow (162,064) (121,141}
Cash, beginning of period 547,989 507,066
Cash, end of period 385,925 385,925

13



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

15. SUBSEQUENT EVENTS

Working with the Ministry of Education and its Curriculum Development Center, the Company launched a
nationwide test of its proprietary Online Teacher Training Program, the first of its kind in China. The 15 day
program was officially sanctioned and funded by the MOE who selected the initial group of 10,000 teachers
from 28 provinces who began training on August 5* through the Company’s CERSP portal.

The initial response to the program was well beyond what the Company anticipated as there is a tremendous
amount of interest and enthusiasm building in China. During the 15 day period the CERSP Portal received in
excess of 2 million new articles and comments uploaded to the training platform adding valuable new resources,
The training platform received in excess of 16 million hits during the training period. The Company, together
with the MOE and CDC are currently evaluating the results of the online teacher training program and the
Company is working to accelerate the Company’s plans for the expansion of its infrastructure to accommodate
the increasing need for the resources provided by the CERSP Portal.

The Company has no other reportable materiai events during the period.

14



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

18, SEGMENTED INFORMATION

The Company has one reporting segment and its head office is located in Vancouver, British Columbia. The

operations of the company are primarily in two geographic areas: Canada and China.

Segmented information by geographic areas is as follows for six months ended June 30, 2006:

(Prepared by Management)

China Canada Total
$ 3 $

Revenues 346,202 - 346,202
Gross profit 32,013 - 32,013
Amorization (82,915 (584) (83,499}
Interest revenue 31,030 19,206 50,236
Interest expenses (2,034) (631) (2,665)
Other expenses (157,116) | (1.450,018) | (1.607,134)
Profit (loss) before taxes, non-controlling interest and
discontinued operations 179,022y (1,432,027) | (1,611,049)
Income tax expense (672) - (672)
Profit (loss) before non-contratling interest and discontinued
operations (179,694) (1,432027 | (1,611,721
Non-controlling interest 47,896 - 47.896
Profit (loss) before extraordinary item (131,798) (1,432,027 | (1,563,825)
Gain on sale of NEB 270,818 - 270,818
Profit (loss) for the period 139,020 (1,432,027) | (1,293,007)
Assets employed
Goodwill 2,713,310 - 2,713,310
Property and equipment 2,251,517 1,803 2,253,320
Total assets 7,716,302 3,277,342 10,993,644

15




China Education Resources Inc. (formerly China Ventures Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
18. SEGMENTED INFORMATION (cont’d)

Segmented information by geographic areas is as follows for six months ended June 30, 2005:
{Prepared by Management)

China Canada Total
$ 3 b

Revenues 515,590 - 515,590
Gross loss (35,837 - (35,837
Amortization (29,713) (649) (30,362}
Interest revenue 26,878 - 26,878
Interest expenses an (42,100) (42,137
Other expenses (274,897) (376,176) (274,697)
Loss before taxes, non-controlling interest and discontinued

operations (313,606) {418,923 (356,155)
Income tax expense (278) - 278y
Loss before non-controlling interest and discontinued operations (313,884) (418,925) {732,809)
Non-controlling interest 117,411 - 117411
Loss before discontinued operations (196,413) (418,925) (615,398)
Profit from discontinued operations (171,826} - (171,826)
Loss for the period {368,299) (418,925) (787,224)
Assets employed

Goodwill 2,713,310 - 2,713,310
Property and equipment 796,312 929 797,241
Total assets 7,675,503 415,197 8,090,700
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CHINA EDUCATION RESOURCES INC.

(formerly China Ventures Inc.)

Interim Consolidated Financial Statements
(Expressed in United States Dollars)

Nine months ended September 30, 2006

Prepared by Management (not audited or reviewed by external auditors)

See Notice to Reader

Notice to Reader

Management has compiled the unaudited interim consolidated financial information of China
Education Resources Inc. consisting of the interim consolidated Balance Sheet as at
September 30, 2006 and the consolidated Statement of Operations and Deficit and
consolidated Statement of Cash Flows for nine months ended September 30, 2006 both for
continuing operations and discontinued operations. Please note the interim financial
statements have not been reviewed or audited by external auditors.




China Education Resources Inc. {formerly China Ventures Inc.)
Balance Sheets as at September 30, 2006 and December 31, 20053

{Prepared by Management)

Nine months ended Year ended
30-Sep-06 31-Dec-05
(Expressed in U.S. Dollars) {Unaudited) {Audited)
3 3
ASSETS
Current
Cash (note 4) 2,594,440 2,813,802
Accounts receivable (note 5) 2,268,587 1,551,314
Due from related parties (note 11) - 3.428
[nventory 135,538 150,329
Prepaid expenses & deposits 191,472 40,669
Assets of discontinued operations (note 15) - 515,457
Total current assets 5,190,037 5,074,999
Loans to employees (note 6) - -
Due from related parties (note | 1) 184,418 180,841
Long term other receivable (note 5) 963,774 945,081
Investment in ESL projects (note 7) - -
Assets of discontinued operations (note 15) - 1,073,619
Future income tax asset 141,148 141,148
Property and equipment (note %) 2,520,269 1,770,010
Goodwill (note 10) 2,713,310 2,713,310
Total assets 11,712,956 11,899,008
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities 1,970,907 2,370,958
Income tax payable 1,980,262 1,821,112
Liabilities of discontinued operations {note 15) - 1,106,029
Due to related parties {note 11) - -
Loans payabie (note 12) 16,978 25,566
Total current tabilities 3,968,147 5,323,665
Non-controlling interest 730,427 778,120
Total liabilities 4,698,574 6,101,785
Shareholders’ equity
Share capital (note 13) 25,732,614 23,788,700
Contributed surplus (note 13 & 14) 1,797,684 621,127
Cumulative translation adjustment 70,934 (21,497
Deficit (20,586.850) (18,591,107)
Total shareholders' equity 7,014,382 5,797,223
Total liabilities and shareholders’ equity 11,712,956 11,899,008

See accompanying notes to consolidated financial statements.



China Education Resources Inc. (formerly China Ventures Inc.)

Consolidated Statements of Operations and Deficit for nine months ended

September 30, 2006 and 2005
{Prepared by Management)

Three months ended

Nine months ended

30-Sep-06 30-Sep-05 30-Sep-06 30-5¢p-03

{Expressed in U.S. Dollars) (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)

$ $ $ $
REVENUE
Sales 1,038,696 3,805913 1,384,898 4,321,503
Cost of sales 844,378 2,065,233 1,158,567 2,616,660
(iross profit 194,318 1,740,680 226,331 1,704,843
EXPENSES
General and administrative 314,805 296,239 902,321 928,034
Sales and marketing 59,435 4,369 123,870 9.633
Amortization (note 9) 46,198 17,613 129,697 47,975
Bad debts 191 - 17,034 -
Stock-based compensation (note 13} 497,354 3,595 1,364,485 20,444

917,983 321,816 2,627,407 1,006,106
(Loss) profit before other earnings (expense) ;
and income taxes (723,665) 1,418,864  (2,401,076) 698,737
Other eamings (expense)
Foreign exchange (loss) gain (2) 45,345 18,789 48,200
Interest income 21,691 21,289 71,927 48,167
Interest expense (555) (18,044) (3,220) (60,181)

21,134 48,590 87.496 36,186

(Loss) gain before taxes, non-controlling interest
and discontinued operations (702,531) 1,467,454  (2,313,580) 734,923
Current income tax expense 2 {103) 674) (381)
Future income tax expense - - - -
(Loss) gain before non-controlling interest and
discontinued operations (702,533) 1,467,351 (2,314,254) 734,542
Non-controlling interest - share of (lpss) gain (203) (341,479 47,693 (224,068)
Net (loss) gain from continuing operations (702,736) 1,125,872 (2,266,561} 510,474
Net profit (loss) from discontinued operations
(note 15) - 6,440 - (165,386}
Giain on the sale of NEB (Note 15) - - 270,818 -
(Loss) gain for the period (702,736) 1,132,312 (1,995,743) 345,088
Deficit, beginning of period (19,884,114) (18,667,908) (18,591,107) (17,880,684)
Deficit, end of period (20,586,850) (17,535,596) (20,586,850) {(17,535,5%6)
(Loss) gain per share - basic and diluted
(Loss) gain from continuing operations (0.0191) 0.0310 (0.0619) 0.0140
Gain (loss) from discontinued operations - 0.0001 - (0.0045)
(Loss) gain for the period (0.0191) 0.0311 (0.0619) 0.0095
Basic and diluted, weighted average number of
shares outstanding 36,615,740 36,273,915 36,615,740 36,273,915

See accompanying notes to consolidated financial statements.



China Education Resources Inc. (formerly China Ventures Inc.)

Consolidated Statements of Operations and Deficit for nine months ended September 30, 2006 and 2005

{Prepared by Management)

Three months ended

Nine months ended

30-Sep-06 30-Sep-05 30-Sep-06 30-Sep-05
{Expressed in U.S. Dollars) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
$ $ $ $

OPERATING ACTIVITIES
Net loss from continuing operations (702,736) 1,125,872 (1,995,743 510,474
lItems not involving use of cash:
Amortization 46,198 17,613 129,697 47,975
Stock based compensation 497,354 3.595 1,364 485 20,444
Foreign exchange gain on sale of NEB - - (19,121) -
Unrealized foreign exchange loss 43,492 - 92,431 -
Loss on disposal - 8,530 - 8,530
Gain on sale of NEB - - {270,818) -
Provision of bad debts 191 - 17.034 -
Non-controtling interest 203 341,479 (47,693 224 068

) (115,298) 1,497,089 (729,728) 811,491
Changes in non-cash operating working capital
Accounts receivable (1,354,497  (1,871,236) (359.660)  (2,149,850)
Related parties receivable - 3,832 - 3,832
Inventory (38,777 107,608 14,791 187,122
Prepaid expenses and deposits (77.032) (74,632) (150,803} (52,022)
Accounts payable & accrued liabilities 757,126 1,624,004 {400,051} 1,269,381
Tax payable 96,620 - 159,150 -
Cash provided by (used in) operating activities {731,858) 1,286,665 (1,466,301 69,954
INVESTING ACTIYITIES
Purchase of capital assets (313,147 (374,576) (879.956) (774,087)
Proceeds of capital assets - 12,310 - 12,310
Proceeds on sale of NEB - - 722,981 -
Interest earned on promissory note - - 27,288 -
Promissory note for proceeds on sale of NEB - - (351,930) -
Investment in book and ESL projects - (1,496) - (1,496)
Advances to related parties (2,066) 3,545 (149) (42,042)
Long-term car loan receivable (10,795) {2,696) {18,693) (66,422)
Cash provided by (used in) investing activities (326,008) (362913 (500,459) (871,737)
FINANCING ACTIVITIES
Issue of common shares 29,161 {1,164) 1,755,986 912,071
Repayment of automobile loan (1,907) - (8,588) -
{Repayment of) proceeds from promissory note - (2,712) - (307,597)
Cash provided by financing activities 27,254 (3.876) 1,747,398 604,474
Net cash inflow (1,030,612) 919,876 (219,362) (197,309}
Cash, beginning of period 3,625,052 602,165 2,813,802 1,719,350
Cash, end of period 2,594,440 1,522,041 2,594,440 1,522,041

Please refer to note 15 for the cash flow detail of the discontinued operations and see accompanying notes to

consolidated financial statements.



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. NATURE OF BUSINESS AND BASIS OF PRESENTATION
Nature of business

China Education Resources Inc., through its subsidiaries CEN Smart and its Chinese operating subsidiary,
Today’s Teacher Technology & Culture Lid. (collectively, “China Education” or the “Company”), historicaily
has developed and distributed educational textbooks and materials to bookstores and schools in China. The
Company focused on three subject areas; kindergarten curriculum development, psychology, and information
technology. The Company’s current efforts and resources are focused on the development of an education
internet portal which aims to provide online training, educational content and resources to its users. The internet
portal, China Education Resources and Services Portal, www.cersp.com is targeted for use by schools,
administrators, teachers, students and parents of the kindergarten to grade 12 sector.

The Company was incorporated under the laws of the Company Act, British Columbia on August 27, 1997. On
December 16, 2004, the Company changed its name from China Ventures Inc, to China Education Resources
Inc.

Basis of presentation

These unaudited interim consolidated financial statements do not include all the disclosures required by
Canadian generally accepted accounting principles and therefore should be read in conjunction with the
Consolidated Financial Statements for the year ended December 31, 2005. The results of operations for the
interim periods should not be considered indicative of full year results due to the seasonality of the Company’s
business.

These consolidated financial statements are presented in United States dollars.

Going concern

The financial statements have been prepared on a going concern basis, which contemplates the realization of
assets and the discharge of liabilities in the norma! course of business for the foreseeable future.

The Company has incurred a net toss of $1,995,743 for the nine months period ended September 30, 2006
compared to a net profit of $345,088 (including profit on continuing operations of $510,474 and loss on
discontinued operations of $165,386) for the same period previous year.

2, SIGNIFICANT ACCOUNTING POLICIES

These interim consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles, using the same accounting policies and methods of application as set out in note
2 of the Consolidated Financial Statements for the year ended December 31, 2005.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions which affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and Habilities at the date of the financial statements and
revenues and expenses for the years reported. Actual results could differ from these estimates.



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the presentation adopted in the current year.
These reclassifications have not had an impact on results of operations for the period.

a) Discontinued Operations

On May 15, 2006 the Company finalized the disposition of one of its wholly owned Chinese subsidiaries, NEB.
In accordance with CICA Handbook Section 3475 its financial position, results of operations and cash flows
have been presented as discontinued operations (see Note 15).

b) Adjustment to income taxes

In 2004, there was an under accrual of income taxes of $616,000 in connection with expenses incurred in
China. The adjustments increased the total income tax expense and 1ax liability by $616,000 for the year ended
December 31, 2004. Of this amount, $456,000 relates to NEB and has been recorded in discontinued operations
(see Note 15) with the remaining $160,000 recorded in continuing operations. The 2004 financial statements
have been restated for these adjustments.

4, CASH
September 30, 2006 December 31, 2005
$ $
CDN dollar bank account 1,734,149 702,680
USD doliar bank account 173,830 18,785
Chinese RMB bank account 686,461 2,092,337
Total 2,594,440 2,813,802

[il Chinese RMB bank account represented the local currency of RMB 5,434,567 [2005: RMB 17,024,024].

5 ACCOUNTS RECEIVABLE

September 30, December
2006 31, 2005
$ $

Trade receivables 1,413,057 965,931
Other receivables {i] 503,600 221,496
Promissory note 351,930 -
Proceeds to be received for the private placement issued on December 20, - 363,887
2005

Total current accounts receivable 2,268,587 1,551,314
Long-term receivable

Loan due from Shenshi Education Service Company {*Shenshi”) [ii] 963,774 945,081
Total 3,232,361 2,496,395

[i] Other receivables includes $13,402 [2005 - $13,142], representing the current portion of loans to

employees [note 6].




China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5. ACCOUNTS RECEIVABLE (cont’d)

[ii] Shenshi is a non-related business partner of one of the Chinese subsidiaries. The loan due from Shenshi is
RMB 7,630,000 and non interest bearing as at December 31, 2005. The loan was due September 19, 2006
and was further extended to September 30, 2007. The loan is collateralized by shares of the Company and
as of December 31, 2005 was further guaranteed of repayment by two directors of the Company.

6. LOANS TO EMPLOYEES

The Company has advanced loans to employees to assist with automobile purchases. In return, the employees
are required to service the Company for five years. The amounts are non-interest bearing, repayable over 60
months and are collateratized by the automobiles. As at September 30, 2006 the total loan due from employees
was $13,402 which was included in other current receivable (2005: $13,142).

7. INVESTMENTS IN BOOK AND ESL PROJECTS

[i] On June 6, 2003, CEN Smart signed an agreement with Jilin Wales Trading Company (“Jilin Company™)
to invest $106,803 (RMB 870,000) in an ESL project. CEN Smart provided the funding of the research
and the voice recognition technology for the ESL project. Jilin Company is responsible for the content,
editing, software production, and distribution. The Company and Jilin Company agreed to cease work on
the project because of deficiencies in the voice recognition technotogy. The Company had recorded a
charge of $36,201 (RMB 300,000) reflecting the impairment of the investment to its fair value as at
December 31, 2004. The Company has written down the remaining value of $68,787 (RMB570,000) due
to the impairment of the sustainability of the ESL project as at December 31, 2005. This represents
management’s best estimate of the fair value and actual results could differ from this estimate.

8. BUSINESS ACQUISITIONS

[ii] CEN Smart Networks Ltd.

In June 2005, the Company invested $199,070 [2004: $484,000] in cash to maintain its existing 90% ownership
of CEN Smart,



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

9. PROPERTY AND EQUIPMENT

Accumulated Net book
Cost amortization value
$ $ $

September 30, 2006
Computer equipment 165,183 148,400 16,783
Software 70,398 70,398 -
Office equipment 111,272 26,526 84,746
Motor vehicles 457,464 200,800 256,664
Website development costs 2,162,076 - 2,162,076
2,966,393 446,124 2,520,269

Accumulated Net book
Cost amortization value
$ 3 b
December 31, 2005

Computer equipment 150,699 127,558 23,141
Software 70,398 70,398 —_
Office equipment 44,081 22,292 21,789
Motor vehicles 349,065 96,181 252,884
Website development costs 1,472,196 — 1,472,196
2,086,439 316,429 1,770,010

10. GOODWILL
September 30, December 31,
2006 2005

$ 3

Carrying amount 2,713,310 2,713,310




China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11. RELATED PARTY TRANSACTIONS
All related party transactions are recorded at the exchange amounts as agreed upon by the related parties.

September 30, December 31,

2006 2005
5 $

Current
Due from BDR Investments Ltd. {i] - 3.428
Sub-total - 3,428
Long-term
Due from Beijing Anli Information and Consulting

Company (*Anli”) [iii] 184,418 180,841
Total 184,418 184,269

[i] BDR Investments Ltd. (“BDR") is controlled by a director/officer of the Company. The $3,428 was
payment in advance related to oftice rent and parking as at December 31, 2005.

[ii} Anli and its major shareholder are shareholders of the Company. In 2003, the Company advanced funds of
$148,636 (RMB 1,200,000) to Anli. A loan agreement was signed and has been subsequently extended until
September 30, 2007, The loan was collateralized by shares of the Company and as at December 31, 2005
was further guaranteed of repayment by two directors of the Company.

In addition, the Company advanced funds to Anli of $32,205 (RMB 260,000) in accordance with a loan
agreement dated April 22, 2004. The loan is due on demand and is non-interest bearing.

12. LOANSPAYABLE

September 30, December 31,

2006 2005

3 . $
Automobile loan [i] 16,978 25,566
16,978 25,566

{i] The loan is due on November 14, 2006 with interest bearing of 5.58% and secured by four automobiles
with total value of RMB 134,416 (2005;: RMB 2(6,409) in China.



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13.  SHARE CAPITAL
[a}  Authorized
The authorized capital consists of unlimited voting common shares without par value and 20,000.000 preferred
shares. The directors shall by resolution determine the rights and restrictions attaching to the preferred shares
prior to their issuance. No preferred shares have been issued to date.

[b]  Issued and outstanding

There are no preferred shares outstanding as at September 30, 2006 and December 31, 2005.

Number of Amount
Common Shares 3

Balance, December 31, 2004 30,580,492 21,261,749
Shares issued for cash by way of January private financing 1,048,655 490,548
Share issue costs incurred on January private financing —_ (2,995)
Warrant issue costs incurred on January private financing -— (15,011)
Shares issued for cash by way of June private financing 1,140,000 460,494
Share issue costs incurred on June private financing — (2,706)
Warrant issue costs incurred on June private financing — (63,203)
Finder’s fee on June private financing — cash — (20,109)
Finder’s fee on June private financing — options and warrants — (14,249)
Repricing on warrants issued on January 17, 2005 — (12,641}
Exercised options and warrants into shares — Nov & Dec 2005 88,000 62,872
Shares issued for cash by way of December private financing 2,036,938 1,405,148
Cash proceeds to be received for shares issued in December

private financing 527.500 363,887
Share issue costs incurred on December private financing _ (9.275)
Finder’s fee on December private financing — cash — (29,111}
Warrant issue costs incurred on December private financing — {86,698)
Balance, December 31, 2005 35,421,585 23,788,700
Exercised options and warrants into shares — Jan to Mar 2006 350,555 389,946
Exercised options and warrants into shares — Apr to Jun 2006 1,861,343 1,336,879
Exercised options and warrants into shares - Jul to Sep 2006 50,000 29,161
Exercised options and warrants adjustments — 187,928
Balance, September 30, 2006 37,683,483 25,732,614

During the year ended September 30, 2006, the following changes in issued share capital occurred:

[i] A total of 350,555 options and warrants were exercised during the three months period ended March 31,
2006. The exercise price is in the range of $0.35 (C3$0.65) and $0.85 (C$1.00).

[ii] A total of 1,861,343 options and warrants were exercised during the three months period ended June 30,
2006. The exercise price is in the range of $0.55 (C$0.65) and $0.85 (C$1.00).

[iii] A rotal of 50,000 warrants were exercised during the three months period ended September 30, 2006. The
exercise price is $0.55 (C$0.63).



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

13. SHARE CAPITAL (cont’d)

[e]  Stock options

The Company has a stock option plan that allows it to grant options to its employees, officers, directors and
consultants to acquire up to 10% of issued and outstanding common stock. The exercise price of each option
shall not be less than the weighted average closing price of the common shares on the TSX Venture Exchange
on the last five trading days before the date of the grant. Options have a maximum term of five years and

terminate thirty to ninety days following the termination of the optionee’s employment.

During the period ended September 30, 2006 the Company granted an aggregate of 704,000 stock options with a
weighted average exercise price of $0.94 (C$1.05) per option, being the fair market value of the underlying
stock at the time of the grant. The options are exercisable for a five year term. Certain of the Company’s

existing options have vesting restrictions which range from February 15, 2005 to October 20, 2009,

A summary of the status of the Company’s stock options plans is as follows:

September 30, 2006 December 31, 2005
Weighted Weighted Weighted Weighted
average average average average
price in price in price in price in
Number USD CDN Number USD CDN
of shares $ $ of shares 3 $
Outstanding, beginning of
year 3,164,900 0.66 0.89 2,112,400 0.67 1.02
Granted 704,000 0.94 1.05 1,815,500 0.65 0.77
Forfeited - - - (130,000) 0.76 0.97
Exercised (167,500) 0.40 0.50 (83,000) 0.40 0.50
Expired (177,400H 0.58 0.82 {550,000) 0.67 1.05
Outstanding, end of period 3,524,000 0.72 0.93 3,164,900 0.66 0.89
Exercisable, end of period 2,590,663 0.74 0.98 1,491,980 0.63 0.91

10



China Education Resources Inc. {formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

13. SHARE CAPITAL (cont’d)
[d] Warrants

The following table summarizes the status of the Company's share purchase warrants outstanding as follows:

Balance Balance
Expiry December 31, September 30,
Price date 2005 Expired Exercised 2006

$0.64 January 8, 2006
(C$0.85) 200,000 (200,000) - -
50.74 April 21, 2006
(C$1.00) 475,850 (84,850) (391,000} -
$0.58-0.94 January 17,
(C80.72-1.14) 2007 524,327 - (24,430} 499,897
$0.53 December 16,
(C30.65) 2006 1,235,500 - (690.500) 540,000
$1.293 December 20,
(C31.50) 2006 1,282,218 - (983,468) 298,750

3,717,895 (284, 850) (2,044,398) 1,338,647

14. STOCK BASED COMPENSATION

The fair value of each option granted is estimated on the grant date using the Black-Scholes option-pricing
madel with the following weighted average assumptions for the nine months ended September 30, 2006.

September 30, December 31,

2006 2005

$ 5
Risk-free interest rate 4.07% 3.55%
Dividend yield 0% 0%
Expected volatility (range) 85.0-92.0% 55.0%
Expected life 4.25 years 2.50 years

For the three-month period ended September 30, 2006, the Company incurred non-cash stock-based
compensation expense of $497,354 (C$557,721) related to 762,334 stock options granted to officers, directors
and employees.

The weighted average fair value of an option granted during three month period ended September 30, 2006 was
$0.652 (C$0.732).

11




China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

15.  DISCONTINUED OPERATIONS

On April 25, 2006, the Company reached an agreement to sell a subsidiary, NEB for $1.06 million (C$1.2
million). The Company received cash of $750.269 (C$830,195) which included part of the proceeds of
$722,981 (C$800,000) and interest revenue of $27,288 (C$30,195) on May 29, 2006. The remaining proceeds
are secured by a one year promissory note of $351,93¢ (C$400,000). The gain on sale of NEB was $270,818.
Please see the table below for the sale of NEB.

April 25, 2006 US$

Net Assets 683,202
Goodwill 805,743
Total Assets 1,578,945
Total Liabilities 793,973
Total Net Assets 784,972
Gain on Sale 270,818
Total proceeds 1,055,790

As at December 31, 2003, the assets disposed consisted primarily of inventories, investment in book projects
and equipment. The majority of the liabilities were tax expenses.

Pursuant to CICA Handbook Section 3475 “Disposal of Long-Lived Assets and Discontinued Operations”, the
Consolidated Financial Statements of the Company have been reclassified to reflect the discontinued operations
of NEB. Accordingly, revenues, costs and expenses, assets and liabilities, and cash flows of discontinued
operations have been segregated in the Consolidated Statements of Operations and Deficit, Consolidated
Balance sheets, and Consolidated Cash Flow Statements. The net operating results, net assets and net cash flows
of this division have been reported as “Discontinued Operations”.

Please see below the summarized financial information for the Company’s discontinued operations for the nine
months period ended September 30, 2006 and 2005:

12



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NORTHERN EDUCATION BOOKS LTD.

Balance Sheets as at September 30, 2006 and December 31, 2005
- Discontinued Operations (Prepared by Management)

Nine months ended Year ended
30-Sep-06 31-Dec-05
(Expressed in U.S. Dollars) (Unaudited) {Audited)
$ $
ASSETS
Current
Cash - 395,527
Accounts receivable - 113,686
Inventory - 3,766
Prepaid expenses & deposits - 2,478
Current assets of discontinued operations - 515,457
Investment in book projects - 176,563
Equipment - 1,313
Goodwill - 895,743
Non-current assets of discontinued operations - 1,073,619
'Total assets of discontinued operations - 1,589,076
LIABILITIES
Current
Accounts payable and accrued liabilities - 331,209
Income tax payable - 774,820
Total liabilities of discontinued operations - 1,106,029

13



China Education Resources Inc. (formerly China Ventures Inc.)

. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

15.  DISCONTINUED OPERATIONS (cont’d)

NORTHERN EDUCATION BOOKS LTD.

Consolidated Statements of Qperations and Deficit for nine months ended
September 30, 2006 and 2005
- Discontinued Operations (Prepared by

Management)
Three months ended Nine months ended
30-Sep-06 30-Sep-05 30-Sep-06 30-Sep-05
(Expressed in U.S. Dollars) (Unaudited) (Unaudited) (Unaudited)  (Unaudited)
$ 3 $ $
REVENUE
Sales - 74,086 - 415,311
Cost of sales - (59,318) - (525,892)
Gross profit - 14,768 - (110,581)
EXPENSES
General and administrative - 21,073 - 64,102
Sales and marketing - 22 - 3,146
Amortization - 220 - 572
- 21,315 - 67,820
Profit (loss) before other earnings (expense)
. and income taxes - (6,547) - (178,401)
Other earnings (expense)
Foreign exchange gain - 12,917 - 12,914
Interest income - 76 - 124
| Interest expense - ()] - (23)
: - 12,987 - 13,015

; Income (loss) before taxes and non-
controlling interest - 6,440 - (165,386)

Income tax cxpense - - - -

Net (loss) profit before non-controlling
interest - 6,440 - {165,386)

g Profit (loss) per share - basic and diluted

: Profit (loss) from discontinued operations - 0.0002 - {0.0046)
; Basic and diluted, weighted average number
i of shares outstanding - 36,273,915 - 36,273,915

See accompanying notes to consolidated financial statements.
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China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

15. DISCONTINUED OPERATIONS (cont’d)

Consolidated Statements of Operations and Deficit for nine months ended

September 30, 2006 and 2005
- Discontinued Operations (Prepared by
Management)

Three months ended

Nine months ended

30-Sep-06 30-Sep-05 30-Sep-06 30-Sep-05
{Expressed in U.S. Dollars) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
b $ 5 5

OPERATING ACTIVITIES
Net loss from discontinued operations - 6,440 - {165,386)
Items not involving use of cash:
Amortization - 220 - 572
Unrealized foreign exchange loss - - - -

- 6,660 - (164,814)
Changes in non-cash operating working capital
Accounts receivable - 25,619 - 90,783
Inventory - 40,203 - 24,655
Prepaid expenses and deposits - (24,145) - (21,731)
Accouats payable & accrued liabilities - (205) - (1,902)
Tax payable - - - -
Cash (used in) provided by operating activities of
discontinued operations - 48,132 - {73,009)
INVESTING ACTIVITIES
Purchase of equipment {1,047) (1,047)
Investment in book projects - (3,742) - (3,742)
Cash uvsed in investing activities of discontinued
operations - {4,789) - (4,789)
Net cash (outflow) inflow - 43,343 - (77.798)
Cash, beginning of period - 385,925 - 507,066
Cash, end of period - 426,268 - 429,268

15



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16. FINANCIAL INSTRUMENTS

The carrying amount for cash, accounts receivable, due from related parties, foans to employees, accounts
payable, income tax payable, loans payable and due to refated parties approximate their fair value due to the
short-term nature of these instruments.

Fair value estimates are made at a specific point in time, based on relevant market information and information
about the financial instrument. These estimates are subjective in nature and invelve uncertainties and matters of
significant judgment and therefore, cannot be determined with precision. Changes in assumptions could
significantly affect the estimates and the business operations are predominately in Chinese RMB,

The financial instruments that potentially subject the Company to significant concentration of credit risk consist
principally of cash and accounts receivable. Cash is on deposit at major financial institutions. Management is of
the opinion that credit risk with respect to accounts receivable is limited due to the financial strength of the
Company’s major customers and the monitoring of their financial condition to ensure collections and to
minimize losses.

17. SUBSEQUENT EVENTS

In the opinion of management, there are no material items since the end of the nine months ended September 30,
2006 that require further discussion than otherwise disclosed herein.

16



China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

18. SEGMENTED INFORMATION

The Company has one reporting segment and its head office is located in Vancouver, British Columbia. The

operations of the company are primarily in two geographic areas: Canada and China.

Segmented information by geographic areas is as follows for nine months ended September 30, 2006:

{Prepared by Management)

China Canada Total
$ 5 5

Revenues 1,384,898 - 1,384,898
Gross profit 226,331 - 226,331
Amortization (128,976) @2n (129,697
Interest revenue 34,381 37,546 71,927
Interest expenses 2217 (1,003) (3,220)
Other expenses (20,945) (2.187,158) | (2,208,103)
Profit (loss) before taxes, non-controlling interest and
discontinued operations 108,574 | (2,151,336) | (2,042,762)
Income tax expense (674) - (674)
Profit (loss) before non-controlling interest and discontinued
operations 107,900 (2,151,336) | (2,043,436
Non-controlling interest 47,693 - 47,693
Profit (loss) before extraordinary item 155,593 (2,151,336) | (1,995,743)
Gain on sale of NEB - - -
Profit (loss) for the period 155,593 (2,151,336) | (1,995,743)
Assets employed
Goodwill 2,713,310 - 2,713,310
Property and equipment 2,516,958 3,311 2,520,269
Total assets 9.530,667 2,182,289 | 11,712,956
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China Education Resources Inc. (formerly China Ventures Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

18. SEGMENTED INFORMATION (cont’d)

Segmented information by geographic areas is as follows for nine months ended September 30, 2005:

(Prepared by Management)

China Canada Total
$ $ h)

Revenues 4,321,503 . 4,321,503
Gross profit 1,704,843 - 1,704,843
Amortization (47,094) (881) (47,975)
Interest revenue 48,167 - 48,167
Interest expenses 60 (60,121 (60,181)
Other expenses (427,067) (482,864) (909,931)
Profit (loss) before taxes, non-controlling interest and
discontinued operations 1,278,789 (543,866) 734,923
Income tax expense (331 - (381)
Profit (loss) before non-controlling interest and discontinued
operations 1,278,408 (543.866) 734,542
Non-controlling interest (224,068) - {224,068)
Profit (loss) before discontinued operations 1,054,340 (543,866) 510,474
Loss from discontinued operations (165,386) - {165,386}
Profit (loss) for the period 888,954 (543,866) 345,088
Assets employed
Goodwill 2,733,217 - 2733217
Property and equipment 286,874 696 287,570
Total assets 10,790,797 400,835 [ 11,191,632
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China Education Resources Inc.

Interim Consolidated Financial Statements
(Expressed in United States Dollars)

Three months ended March 31, 2007
Prepared by Management {(not audited or reviewed by external auditors)

See Notice to Reader

Notice to Reader

Management has compiled the unaudited interim consolidated financial information of China Education
Resources Inc. consisting of the interim consolidated Balance Sheet as at March 31, 2007 and the consolidated
Statement of Operations and Deficit and consolidated Statement of Cash Flows for three months ended March 31,
2007 both for continuing operations and discontinued operations. Please note the interim financial statements
have not been reviewed or audited by external auditors,




China Education Resources Inc,

CONSOLIDATED BALANCE SHEETS

[See note | - Basis of presentation]

As at (Expressed in U.S. Dollars) 31-Mar-07 31-Dec-06

$ 3
ASSETS
Current
Cash and Cash Equivalents (note 4) 1,837,566 2,562,771
Accounts receivable (note 5) 415,344 406,647
Due from related parties (note 10) - -
Inventory 149,097 151,200
Prepaid expenses & deposits 85,729 86,774
Total current assets 2,487,736 3,207,392
Due from related parties (note 10) 155,019 153,501
Long term other receivable (note 6) 569,703 582,190
Equipment and website development costs (note 8) 3,618,645 3,145,365
Goodwill (note 2) 2,802,128 2,802,128
Total assets 9,633,231 9,890,576
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities 1,942,987 1,826,632
Income tax payable 1,561,559 1,587,791
Loans payable (note 11) 7,090 13,688
Total current liabilities 3,511,636 3,428,111
Future income tax liability 439,004 439,004
Long-term payable (note 7) 38,910 38,910
Total liabilities 3,989,550 3,906,025
Non-controlling interest 123,801 132,659
Commitments (note 9) - -
Sharehotders’ equity
Share capital (note 12) 25,886,237 25,886,237
Contributed surplus (note 13) 1,077,978 999,965
Cumulative translation adjustment 150,629 125,184
Deficit (21,594,964) (21,159,494)
Total shareholders' equity 3,519,880 5,851,892
Total habilities and shareholders’ equity 9,633,231 9,890,576

See accompanying notes to consolidated financial statements.
On behalf of the Board:

Ron Shon

William Calvin



China Education Resources Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT

For the periods ended (Expressed in U.S. Dollars) 31-Mar-07 31-Mar-06
3 $
REVENUE
Sales 286,234 321,625
Cost of sales 85,295 188,048
Gross profit 200,93% 133,577
EXPENSES
Selling and General and administrative (note 10) 541,757 344,586
Amortization (note 8) 39,316 40,978
Stock-based compensation (note 13} 78,013 8,296
659,086 393,860

Profit (loss) before other earnings (expense) and income taxes (458,147) (260,283)
Other income (expense) 13,819 4,040
(Loss) income before items listed below (444,328) (256,243}
Total income tax expense - (103)
Loss before non-controlling interest and discontinued operations (444,328) (256,348)
Non-controlling interest - share of {income) loss 8,858 (72)
Net loss from continuing operations (435,470) (256,420)
Gain (loss) from discontinued operations (note 14) - {26,350)
Loss for the period (435470) (282,770)
Deficit, beginning of period (21,159,494) (18,591,107)
Deficit, end of period (21,594,964) (18,873,877
Earnings (loss) per share - basic and diluted

- Continuing operations (0.0115) (0.0072)

- Discontinued operations - (0.0007)
Loss for the period (0.0115}) ( 0.0080)
Basic and diluted, weighted average number of shares outstanding 37,923,483 35,493,309

See accompanying notes to consolidated financial statements.



. China Education Resources Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(E;dpressed in U.S. Dollars)

For the periods ended 31-Mar-07 31-Mar-06
5 $
OPERATING ACTIVITIES
Net loss from continuing operations (435,470) (256,420)
Items not involving use of cash;
Amortization 39,316 40,978
Loss on disposal - equipment 12,245 -
Stock based compensation 78,013 8,296
Non-controlling interest (8,858) 72
(314,754 (207.,074)
Changes in non-cash operating working capital
Accounts receivable 3,790 595,256
Inventory 2,103 111,983
Prepaid expenses and deposits 1,045 {103,138}
Accounts payable & accrued liabilities 116,355 (1,186,728)
Income tax payable (26,232) 9,621
. Cash provided by (used in) operating activities (217,693) {780,130)
INVESTING ACTIVITIES
Additions to equipment and website development cost {524,841) (249,807)
Advances to related parties (1,518) (6,341)
Loan receivable - (4,485)
Cash used in investing activities (526,359) (260,633)
FINANCING ACTIVITIES
[ssue of common shares - 224,938
Repayment of automobile loan (6,598) 3.319)
Repayment of promissory note - -
Cash provided by financing activities (6,598) 221,619
Exchange loss on cash and cash equivalents 25,445 11,834
Increase (decrease) in cash and cash equivalents (725,205) (807.310)
Cash and Cash equivalent beginning of period 2,562,771 2,813,802
Cash and Cash equivalent, end of period 1,837,566 2,006,492

See accompanying notes to consolidated financial statements.



China Education Resources Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at and for the period ended March 31, 2007 and 2006

1. NATURE OF BUSINESS AND BASIS OF PRESENTATION

Nature of business

China Education Resources Inc. with its subsidiaries (*“China Education” or the “Company"), distributes educational
textbooks and materials developed by the Company to bookstores and schools in China. During the fiscal year ended
2006, the Company began transitioning its business from its traditional textbook distribution business and began
focusing all of its efforts and resources on the developmenm of an education intemet portal which will provide
educational content, resources and training programs to its users.

The Company was incorporated under the laws of the Company Act, British Columbia on August 27, 1997. On
December 16, 2004, the Company changed its name from China Ventures Inc. to China Education Resources Inc.

Basis of presentation

These consolidated financial statements are presented in United States dollars and have been prepared in accordance
with Canadian generally accepted accounting principles (“Canadian GAAP").

Going concern
The financial statements have been prepared on a going concern basis, which contemplates the realization of assets
and the discharge of liabilities in the normal course of business for the foresecable future.

The Company has incurred a net loss of $435,470 for the three month period ended March 3%, 2007 [2006 -
$282,7701 and as at March 31, 2007 has an accumulated deficit of $21,594,964 , [March 31, 2006 - $18,873,877].

The Company's future business plan focuses on the operation of an internet education portal. The ability of the
Company to continue as a going concern is dependant upon the Company's ability to successfully complete the
development of its internet education portal, achieving acceptance and a profitable level of operations for the internet
education portal and on the ability of the Company to obtain necessary financing to fund the Company’s future
business plan. The Company is currently reviewing its financing options in anticipation of raising additional capital
during 2007. The outcome of these matters cannot be predicted at this time. These financial statements de not
include any adjustments to the amounts and classifications of assets and Habilities that might be necessary should the
company be unable to continue as a going concern.

2. SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation

These consolidated financial statements include the accounts of the Company and its subsidiaries:

[il CEN China Education Network Ltd. (“CEN Network™), which is wholly owned and is incorporated under the
Company Act (British Columbia). This company is inactive.

[ii] China Education International Inc. and CEN China Education Overseas Corporation are wholly-owned and are
incorporated in the British Virgin Islands. All companies are inactive.

[iii] CEN Smart Networks Ltd. (“CEN Smart”), a 90% owned subsidiary of CEN China Education Overseas
Corporation, which was established in China on April 24, 2001.

[iv] Today’s Teachers Technology & Culture Ltd. (“TTTC”) as at the year ended December 31, 2006, a 100%
wholly owned subsidiary of CEN Smart [note 7]. As at March 31, 2007, the Company’s effective ownership
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China Education Resources Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at and for the period ended March 31, 2007 and 2006

2, SIGNIFICANT ACCOUNTING POLICIES (cont'd)
interest in TTTC is 90%.

[vl Northern Education Books Ltd.(“"NEB™} was acquired on September 26, 2003 which was an 80% owned
subsidiary of CEN Smart unti! its safe on April 25, 2006 [note 14].

All significant intercompany transactions and balances have been eliminated.

Use of estimates and measurement uncertainty

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions which affect the reported amounts of assets and liabilities
and the disclosure of contingent assets and liabilities at the date of the financial statements and revenues and
expenses for the periods reported. Actual results could differ from these estimates. The most significant estimates
included in these consolidated financial statements are the valuation of website development cost, future income tax
assets, accounts receivable provision and impairment assessments of website development cost and goodwill. Actual
results could differ from the estimates used.

The company is currently focused on developing an education internet portal which aims to provide online training,
educational content and resources to its users. Management currently expect the portal business will generate the
majority of the company's revenue in the near future. The recoverability of website development cost and
management assessment that goodwill is not impaired is currently supported by management's best estimate of
projected cash flows from the new portal business. Because the internet portal business has not yet reached
commercial stage, the actual results are highly uncertain and could differ significantly from management's estimates
resulting in significant adjustment to the carrying value of website & internet portal and goodwill.

Cash and Cash Equivalent

The Company considers all highly liquid investments with original maturities of three months or less at the time of
purchase to be cash equivalents.

Accounts Receivable

The Company extends unsecured credit to its customers in the ordinary course of business but mitigates the
associated risks by performing credit checks and actively pursuing past due accounts. An allowance for doubtful
accounts is established and recorded based on management's assessment of the credit history with the customer and
current relationships with them.

Inventory

Inventories, which consist of printed books and other education materials, are valued at the lower of cost and net
realizable value, with cost being determined on a weighted average basis.



China Education Resources Inc,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at and for the period ended March 31, 2007 and 2006

2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Equipment

Capital assets are recorded at cost. Amortization is provided for over the estimated useful life of the assets
commencing when the asset is brought into use, using the following method and annual rates:

Computer equipment 2 — 5 years straight line
Software 2 years straight line
Office equipment 5 years straight line
Motor vehicles 3 - 5 years straight line

Website development costs are expensed as incurred unless they meet specific Canadian GAAP criteria for
capitalization. Capitalized website development costs are recorded at cost, net of cost recovery from incidental
revenues and are amortized when brought into use over the expected useful life on a straight line basis.

An impairment loss is recognized when the undiscounted cash flows expected from use and eventual disposition of
an asset are less than the carrying value of the asset. An impairment charge is recorded to reduce the carrying value
of the asset to its fair value.

Leases

Leases are classified as either capital or operating. Those leases, which transfer substantially all the benefits and risks
of ownership of the property to the Company, are accounted for as capital leases, Capital lease obligations reflect the
present value of future lease payments, discounted at the appropriate rate. All other leases are accounted for as
operating leases wherein rental payments are charged to income as incurred.

Goodwill

Goodwill is the residual amount that results when the purchase price of an acquired business exceeds the sum of the
amounts allocated to the identifiable assets acquired, less liabilities assumed, based on their fair values. Goodwill is
allocated as of the date of the business combination to the Company’s reporting units that are expected to benefit
from the synergies of the business combination. When the net of the amounts assigned to identifiable net assets
exceeds the cost of the purchase (“negative goodwill™), the excess is eliminated, to the extent possible, by a pro-rata
allocation to certain non-current assets, with the balance presented as extraordinary gain.

Goodwill is not amortized and is tested for impairment annually or more frequently if events or changes in
circumstances indicate that the asset might be impaired. Impairment is assessed through a comparison of the carrying
amount of the reporting unit with its fair value. When the fair value of a reporting unit is less than its carrying
amount, goodwill of the reporting unit is considered to be impaired. Any impairment of goodwill will be expensed in
the period of impairment.

Revenue recognition

Sales from product sales are recognized when title and risk are transferred and payments are received or rights to
receive consideration are obtained and collection of consideration is reasonably assured. Revenues received in
advance of these criteria are deferred until future periods.



China Education Resources Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As at and for the period ended March 31, 2007 and 2006

2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Sales from distribution and consulting services are recognized when services are rendered and payments are received
or rights to receive consideration are obtained and collection of consideration is reasonably assured. Revenues
received in advance of these criteria are deferred until future periods. Sales from distribution and consulting services
are not material.

Interest income is recognized when earned.

Foreign currency translation

The Company’s reporting currency is the US dollar. All of the Company's operating subsidiaries are located in
China. They are considered to be self sustaining operations and their functional currency is RMB. Parent company's
functional currency is Canadian dollar. Accordingly, the financial statements are translated to the U.S. dollar using
the current rate method. Under the current rate method, amounts are translated using the current rates of exchange
for assets and liabilities and using average rates for the interim periods for revenues and expenses. Gains or losses
resulting from these translation adjustments are deferred in a separate component of shareholder’s equity
(“cumulative translation adjustment™) until there is a realized reduction in the parent’s net investment in the foreign
operations.

Stock-based compensation

The Company adopted the recommendations of the Canadian Institute of Chartered Accountants (“CICA™)
Handbook Section 3870 Stock-Based Compensation and Other Stock-Based Payments (“CICA 3870") with respect
to the recognition, measurement, and disclosure of all stock-based compensation and other stock-based payments to
employees and non-employees. Stock-based compensation granted to employees and non-employees is expensed at
the fair value as determined using the Black-Scholes opticn valvation mod