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Peoples Educational Holdings, Inc. Fiscal Fourth Quarter and Year-End Results

Saddle Brook, New Jersey, August 21, 2008 i Peoples Educational Holdings, Inc. (NASDAQ: PEDH), a
leading provider of supplemental educational material for the K-12 school market, today announced its
fourth quarter and year-end financial results for the period ended May 31, 2008. Revenue for the twelve-
month period ended May 31, 2008 was $40.0 million, an increase of 3% from the prior year. Test
Preparation, Assessment and Instruction product group revenue was $25.7 million for the year, a
decrease of 1%. College Preparation revenue was $14.3 million for the year, an increase of 12%. Net
loss for the year was ($774,000) or ($0.17) per basic and diluted share compared to a loss of ($276,000)
or ($0.06) per basic and diluted share in fiscal 2007. Non-GAAP net income, which excludes non-
recurring costs and adjusts for the difference between prepublication expenditures and amortization was
$502,000 or $0.11 per share for the current year, a significant improvement over the prior year non-GAAP
loss of ($620,000) or ($0.14) per share.

Revenue for the fourth quarter was $8.2 million, down 10% from the same period in the prior year.
Revenue from the Test Preparation, Assessment and Instruction product group was $6.2 million for the
guarter, down 13% over the prior year. College Preparation revenue for the quarter was $2.0 million, down
1% from the prior year. Net loss for the quarter was ($662,000) or ($0.15) per basic and diluted share
compared to a net income of $31,000 or $0.01 per basic and diluted share in the prior year. Non-GAAP
net loss for the quarter was ($234,000) or ($0.05) per share, compared to non-GAAP income of $248,000
or $0.06 per share in during the same period in the prior year.

Financial Highlights for the Twelve Months Ending May 31, 2008

e Free cash flow (defined as cash from operations, less capital expenditures) improved $5.3 million
on a year-over-year basis from negative cash flow of $4.3 million in the prior year to a positive
cash flow of $981,000.

e Non-GAAP net income improved $1.1 million on a year-over-year from a loss of $620,000 in the
prior year to income of $502,000 in the current year.

e Focused Instruction product market penetration continues with the release of the Turbo Math
product. In addition, the Company launched its new Test Preparation product, Measuring Up
EXxpress.

e Electronic revenue increased 113% on a year-over-year basis.

e Direct Cost efficiencies realized in the prior year are being maintained. Direct costs for the year
were 43.2%, an increase from 41.1% in the prior year. The increase however is a function of
revenue mix, as product costs, as a percentage of revenue within our Testing, Assessment and
Instruction, and College Preparation product groups are consistent with the prior year.

e Selling and Marketing costs as a percentage of revenue decreased from 29.5% in the prior year to
28.1%.

e Administrative expenses for the year were $4.7 million, flat with the prior year.



Business Outlook

Brian T. Beckwith, President and CEO, commented," Although the K-12 supplemental materials market
has been challenging over the past year, we continued to gain market share by outperforming the market.
According to the Association of American Publishers, supplemental spending for the quarter and year
ended May 31, 2008, decreased 18% and 9% respectively compared to the prior year. Despite the
current difficult environment,| 6 m very pl eased wewlyhaunchedkproduetehayet i on owur
received, particularly our Turbo Math and Measuring Up Express products. | am especially pleased that
our Measuring Up California high school program, which was top-ranked by the California Department of
Education for intervention materials, has generated significant revenue for us in the past year. Looking
ahead to fiscal 2009, we expect continued revenue growth while focusing on substantial improvements in
profitability and free cash flow. We are projecting revenue to be between $41 million and $43 million. We
are projecting GAAP net income to be $600,000 to $1.0 million, $0.13 to $0.22 per basic share. We
expect non-GAAP net income to be between $1.3 million to $1.8 million, $0.29 to $0.40 per basic share.
In addition, we expect positive free cash flow to range between $1.5 millionto $2.0mi | I i on. 0

Use of Non-GAAP Financial Measures

Some of the measures in this press release are non-GAAP financial measures within the meaning of SEC
Regulation G. Peoples Educational Holdings, Inc. believes presenting non-GAAP net income and non-

GAAP earnings per share and free cash flow are useful to investors because it describes the operating
performance of the Company and helps investors gauge
excluding non-recurring charges and fluctuations between new product development amortization and

new product development expenditures. Company management uses these non-GAAP measures as

i mportant indicators of the Companydés past performance

periods. The non-GAAP financial information Peoples Educational Holdings presents, may not be
comparable to similarly titled financial measures used by other companies, and investors should not
consider non-GAAP financial measures in isolation from, or in substitution for, financial information
presented in compliance with GAAP.

About Peoples Educational Holdings, Inc.

Peoples Educational Holdings, Inc. is a publisher and marketer of print and electronic educational
materials for the K-12 school market. The Company focuses its efforts in two market areas:

Test Preparation, Assessment, and Instruction

Test Preparation and Assessment: The Company creates and sells state customized, print and electronic,
test preparation and assessment materials that help teachers prepare students for success in school and
for required state proficiency tests.

Instruction: The Company produces and sells proprietary state customized print worktexts, and print and

web-based delivered assessments. These products provide students with in-depth instruction and
practice in reading, |l anguage arts, and mat hemati cs.
multicultural products are included in this group.

College Preparation

The Company distributes instructional materials that meet the academic standards high schools require
for honors, college preparation, and Advanced Placement courses. The Company is the exclusive high
school distributor for two major college publishers, and also creates proprietary supplemental materials for
this market.

The Company's proprietary products are supplemental in nature. They are predominately soft-cover, high
gross profit margin titles that can be sold efficiently through the Company's direct sales force, as well as
through catalogs, direct mail, telemarketing, and independent commission sales representatives.
Distributed products are both basal and supplemental in nature.
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Forward-Looking Statements

This press release contains forward-looking statements regarding the Company and its markets as

defined in section 21E of the Securities Exchange Act of 1934. These forward-looking statements involve

a number of risks and uncertainties, including (1) demand from major customers, (2) effects of

competition, (3) changes in product or customer mix or revenues and in the level of operating expenses,

(4) rapidly changing technologies and the Company's ability to respond thereto, (5) the impact of

competitive products and pricing, (6) local and state levels of educational spending, (7) ability to retain

qualified personnel, (8) ability to retain its distribution agreements in the College Preparation market, (9)

the sufficiency of the Companyds copyright protection,
a third party warehouse, and other factorsas di scussed in the Companyés filing
results that the Company achieves may differ materially from any forward-looking statements due to such

risks and uncertainties. The Company undertakes no obligation to revise any forward-looking statements

in order to reflect events or circumstances that may arise after the date of this report. Readers are urged

to carefully review and consider the various disclosures made by the Company in this press release and

the reports the Company files with the Securities and Exchange Commission that attempt to advise

interested parties of the risks and factors that may affect the Company's business and results of

operations.
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