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Dear Sirs,

MAXWELL INTERNATIONAL HOLDINGS BERRAD
ACCOUNTANTS’ REPORT

1. INTRODUCTION

This report has been prepared by Baker Tilly Monteiro Heng, an approved company
auditor, for inclusion in the Prospectus of Maxwell International Holdings Berhad
(“Maxwell”) for inclusion in the Prospectus of Maxwell in connection with the listing of
and quotation for the entire enlarged issued and paid-up share capital of Maxwell of
RM 160,000,000 comprising 400,000,000 Maxwell ordinary shares of RM0.40 each
(“Maxwell Share(s)”) on the Main Market of Bursa Malaysia Securities Berhad (“Burss
Securities”), and should not be relied upon for any other purposes.

2 DETAILS OF THE LISTING SCHEME
The listing scheme comprises of the following:-
2.1 Public Issue

In conjunction with the Proposed Listing, Maxwell proposes to undertake a public issue
of 63,750,000 new Maxwell Shares, representing 15.94% of the enlarged issued and
paid-up share capital of Maxwell, allocated in the following manner:-

(a) 43,750,000 Maxwell Shares, representing 10.94% of the enlarged issued and paid-
up share capital of Maxwell made available for private placement to selected
investors; and
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2. LISTING SCHEME (Continued)
2.1 Public Issue {Continued)

(by 20,000,000 Maxwell Shares, representing 5% of the enlarged issued and paid-up
share capital of Maxwell made available for application by the Malaysian Public.

{Collectively herein after referred to as “the Public 1ssue™)
2.2 Proposed Listing

Upon the completion of the Public [ssue, Maxwell proposes to seek the listing of and
quotation for its entire enlarged issued and paid-up share capital of RM160,000,000
comprising 400,000,000 Maxwell Shares on the Main Market of Bursa Securities (*‘the
Proposed Listing™).

3 GENERAL INFORMATION
3.1 Background Information

Maxwell was incorporated in Malaysia under the Companies Act, 1965 as a public
limited liability company on 3 November 2009 under its present name. The principal
activity of Maxwell is investment holding. Further details on its subsidiary, Jinjiang
Zhenxing Shoes & Plastics Co., Ltd. (L NEBEMR AR} (“Zhenxing Shoes™),
are set out in paragraph 3.3 below,

3.2 Share Capital of Maxwell

At the date of incorporation, the authorised share capital of Maxwell was
RMS500,000,000 comprising 1,250,000,000 ordinary shares of RM0.40 each. At that
date, the issued and paid up share capital of Maxwell was RM2.00 comprising five (5)
ordinary shares of RM(.40 each.

The movements in the issued and paid-up share capital of Maxwell since its
incorporation are as follows:-

Cumulative
No. of Issued and
Ordinary Shares  Par Paid-up
Date of of RM0.40 each  Value Share Capital
Allotment Allotted RM Consideration RM
3-11-2009 5 040  Subscribers' shares 2
8-12-2000 336,249,995 040  Acquisition of Zhenxing 134,500,000

Shoes

Upon completion of the Public lssue as detailed in Section 2.1, the issued and paid-up
share capital of Maxwell will be enlarged to RM160,000,000 comprising 400,000.000
Maxwell Shares.
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3. GENERAL INFORMATION (Continued)
33 Subsidiary of Maxwell

The details of the subsidiary, Zhenxing Shoes at the date of this report, which was
incorporated in Jinjiang City, Fujian Province, the People’s Republic of China

(hHBEEHTH AT TALKX), are as follows:

Registered Fllective
I3ate of and Paid-up Fquity Principal

Incorporation Capital Interest Activity
RMB Yo

23 June 1999 59.655,346 100 An original design manufacturer
(ODM) and original equipment
manufacturer {(OEM} manufacturing
company specialising in the design
and manufacturing of sport shoes

4. DIVIDENDS
No dividends have been paid or declared by Maxwell since its date of incorporation.

Details of dividends declared by Zhenxing Shoes for the financial years under review are
set out in Section 9.3.5(u).

5. AUDITORS AND AUDITED FINANCIAL STATEMENTS
The financial year end of Maxwell and its subsidiary, Zhenxing Shoes is 31 December.

Messts. Baker Tilly Monteiro Heng was appeinted as the auditors of Maxwell since the
date of its incorporation.

The financial statements of Zhenxing Shoes prepared for reporting purposes in the
People’s Republic of China (“PRC*} for the financial years ended 31 December 2006, 31
December 2007, 31 December 2008 and 31 December 2009 were audited by Xiamen
Huafeng Associated, Certified Public Accountants of the PRC. The financial statements
for the abovementioned four (4) financial years ended 31 December 2006, 31 December
2007, 31 December 2008 and 31 December 2009 were reported on by the PRC auditors
without any qualifications or moditications.

In connection with the Proposed Listing, Baker Tilly Monteiro Heng was appointed by
the directors to conduct a special audit on the financial statements of Zhenxing Shoes for
the four (4) financial years ended 31 December 2006 to 31 December 2009 and the six
(6) months financial period ended 30 June 2010 in accordance with Malaysian Approved
Standards on Auditing. The audited financial statements were prepared by the
management and the director of Zhenxing Shoes in accordance with the Financial
Reporting Standards in Malaysia, for the purpose of submission tc the Securities
Commission in relation to the Proposed Listing. The audited financial statements of
Zhenxing Shoes used in the preparation of this report for the financial years/periods
under review were not subject to any qualifications or modifications.
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3. AUDITORS AND AUDITED FINANCIAL STATEMENTS (Continued)

The audited financial statements of Maxwell for the financial period from its
incorporation date on 3 November 2009 to 31 December 2009 and the six (6) months
financial period ended 30 June 2010, which were used in the preparation of this report,
were not subject to any qualifications or modifications.

6. CONVERSION RATE

The financial infermation of Maxwell and its subsidiary (“Maxwell Group™) is measured
using the currency of the primary economic environment in which the Maxwell Group
operates. The functional currency of the Maxwell Group is Chinese Renminbi. For the
preparation of this report, the financial information stated in Chinese Renminbi (RMB)
has been converted to Ringgit Malaysia (RM) for information purposes only.

The exchange rates used for the purpose of this report are as follows:-

(i) Statement of comprehensive income (based on average of the exchange rates on
the last day of each month during the financial years/periods under review)

Financial Year Ended (“FYE™)/ Exchange Rate

Financial Period Ended (“FPE™)

E 31 December 2006 (“FYE 2006™) RMBI1 : RM0.4597
FYE 31 December 2007 (*FYE 2007%) | RMBT : RM0.4518
[FYE 31 Docember 2008 (FYE 2008 | RMBI: RM0.4819
FYE 31 December 2009 (FYE 2009") RMBI : RM0.5157
FPE 30 June 2010 (“1H 2010") RMBI : RM0.4829

(Source: Bank Negara Malaysia)

(i} Balance sheets (based on the closing rates at the respective reporting dates)

Reporting Date Exchange Rate

As at 31 December 2006 RMBI : RM0.4511
As at 31 December 2007 RMBI : RM0.4534
As at 31 December 2008 RMBI : RM0.5084
As at 31 December 2009 RMBI : RM0.5019
As at 30 June 2010 RMB1 : RM0.4772

{Source.: Bank Negara Malaysia)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Unless otherwise stated, the following accounting policies have been adopted by the
Maxwell Group and used consistently in dealing with items which are considered
material in the preparation of the audited consolidated financial statements for the
financial years/periods under review, which have been prepared in accordance with the
Financial Reporting Standards (“FRS™) in Malaysia. These policies have been
consistently applied to all the financial years/periods presented except for the adoption of
new and revised FRSs, amendments/improvements to FRSs and 1C Interpretations (“IC
Int™) that are mandatory for the Maxwell Group for the financial period beginning 1
January 2010 as disclosed in Note 7B.

BASIS OF PREPARATION

The financial statements of the Maxwell Group have been prepared in accordance with
the FRS and the provisions of the Companies Act, 1965 in Malaysia.

The financial statements of the Maxwell Group have been prepared under the historical
cost basis, except as disclosed herein.

The preparation of financial statements in conformity with FRS requires the use of
certain critical accounting estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of the revenue and expenses during the
reported period. 1t also requires the directors’ best knowledge of current events and
actions, and therefore actual results may differ.

The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed in
Note 8.

NEW AND REVISED FRS, AMENDMENTSAMPROVEMENTS TO FRSs AND
IC INTERPRETATIONS (“IC Int”)

(i) Adoption of New and Revised FRSs, Amendments/Improvements to FRSs and
IC Int

On 1 January 2010, the Maxwell Group adopted the following new and revised
FRSs, amendments/improvements o FRSs and IC Int mandatory for annual
financia! period beginning on or after 1 January 2019.
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7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. NEW AND REVISED FRS8s, AMENDMENTS/IMPROVEMENTS TO FRSs AND
IC INT (Continued)
(1)  Adoption of New and Revised FRSs, Amendments/Improvements to FRSs and
IC Int (Continued)
New FRSs
FRS 4 Insurance Contracts
FRS 7 Financial Instruments : Diisclosures
FRS 139 Financial Instruments : Recognition and Measurement
Revised FRSs
FRS 101 Presentation of Financial Statements
FRS 123 Borrowing Costs
Amendments/Improvements to FRSs
FRS 1 First time Adoption of Financial Reporting Standards
FRS 2 Sharc-Bascd Payment
FRS 5 Non-current Assets Held for Sale and Discontinued Operations
FRS 7 Financial Instruments: Disclosures
FRS 8 Operating Segments
FRS 107 Statement of Cash Flows
FRS 108 Accounting Policies, Changes in Accounting Estimates and
Errors
FRS 110 Events After Reporting Period
FRS 116 Property, Plant and Equipment
FRS 117 Leases
FRS 118 Revenue
FRS 119 Employee Benefits
FRS 120 Accounting for Government Grants and Disclosure of
Government Assistance
FRS 123 Borrowing Costs
FRS 127 Consolidated and Separate Financial Statements: Cost of an
Investment in a subsidiary, Jointly Coutrelled Entity or
Associate
FRS 128 Investment 1n Associates
FRS 129 Financial Reporting in Hyperinflationary Economies
FRS 131 Interests in Joint Ventures
FRS 132 Financial Instruments: Presentation
FRS 134 Interim Financial Reporting
FRS 136 Impairment of Assets
FRS 138 Intangible Assets
FRS 139 Financial Instruments : Recognition and Measurement
FRS 140 Investment Property

Page 6 of 96 *‘9

BAKER TILLY

MONTEIRQ HENG
152



| Company No.: 877480-X |

8. ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. NEW AND REVISED FRSs, AMENDMENTS/IMPROVEMENTS TO FRSs AND

IC INT (Continued)
(i)  Adoption of New and Revised FRSs, Amendments/Improvements to FRSs and
IC Int (Continued)
IC Int
ICInt9 Reassessment of Embedded Derivatives
IC Int 10 Interim Financial Reporting and Impairment
IC Int 11 FRS 2 — Group and Treasury Share Transactions
ICInt 13 Customer Loyalty Programmes
IC Int 14 FRS 119 — The Limit on a Defined Benefit Asset, Minimum

Funding Requirements and their Interaction
The adoption of these new and revised FRSs, amendments/ improvements to FRSs
and IC Int do not have any material impact on the financial performance or

position of the Maxwell Group except for those as discussed below:-

FRS 7 Financial Instruments: Dhsclosure

Prior to 1 January 2010, information about financial instruments was disclosed in
accordance with the requirements of FRS132 Financial Instruments: Disclosure
and Presentation. FRS 7 introduces new disclosure of qualitative and quantitative
information about exposure to risks arising from financial instruments, including
specified minimum disclosures about credit risk, liquidity risk and market risk,
including sensitivity analysis to market risk.

The Maxwell Group has applied FRS 7 prospectively in accordance with the
transitional provisions. Hence the new disclosures have not been applied to the
comparatives.

FRS 101 Presentation of Financial Statements {Revised)

The revised FRS 101 introduces changes in the presentation and disclosures of
financial statements. This revised standard separates owner and non-owner
changes in equity. The statement of changes in equity includes only details of
transactions with owners, with all non-owner changes equity presented as a single
line. This standard also introduces the statement of comprehensive income, with
all items of income and expense recognised directly in the statement of
comprehensive income, together with all other items of recognised income and
expense recognised directly in equity, either in one single statement, or two linked
statements. The Maxwell Group has elected to present the statement of
comprehensive income in single statement.

The revised FRS 101 was adopted retrospectively by the Maxwell Group. The
change in accounting policy only impacts presentation aspects.
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7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. NEW AND REVISED FRSs, AMENDMENTS/IMPROVEMENTS TO FRSs AND
IC INT {Continued}

(i)

(i)

Adoption of New and Revised FRSs, Amendments/Improvements to FRSs and
IC Int {Continued}

FRS 139 Financial Instruments: Recognition and Measurement

The Maxwell Group has adopted FRS 139 prospectively in accordance with the
transitional provisions in FRS 139 for recognising and measuring financial assets
and financial liabilities as at 1 January 2010.

New and Revised FRSs, Amendments/Improvements to FRSs and IC Int that
are issued, not yet effective and have not been adopted early

The Maxwell Group has not adopted the following new and revised FRSs,
amendments/improvements to FRSs and IC Int that have been issued as at the date
of authorisation of these financial statements but are not vet effective for the
Maxwell Group:-
Effective for
financial periods
beginning on

or after
Revised FRS
FRS i First-time Adoption of Financial Reporting 1 July 2010
Standards
FRS53 Business Combinations 1 July 2010
FRS 127 Consolidated  and Separate Financial 1 July 2010
Statements

Amendments/Improvements io FRSs
FRS 1 First-time Adoption of Financial Reporting 1 January 2011
Standards
FRS 2 Share-based Payment 1 July 2010
FRS 5 Non-current  Assets Held for Sale and 1 July2010
Discontinued Operations

FRS 7 Financial Instruments: Disclosure 1 January 2011

FRS 132 Financial Instruments: Presentation 1 March 2010

FRS 138  Intangible Assets 1 July 2010

IC Int

ICInt 4 Determining whether an Arrangement contains a I January 2011

Lease

IC Int 12 Service Concession Arrangements 1 July 2010

IC Int 15 Agreements for the Construction of Real Estate | January 2010

ICInt 16  Hedges of a Net Investment in a Foreign 1 July 2010
QOperation

IC Int 17  Distributions of Non-Cash Assets to Owners 1 July 2010

ICInt 18 Transfers of Assets from Customers 1 January 2011
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7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

B. NEW AND REVISED FRSs, AMENDMENTS/IMPROVEMENTS TO FRSs AND
IC INT {Continued)

(i) New and Revised FRSs, Amendments/Improvements to FRSs and IC Int that
are issued, not yet effective and have not been adopted early (Continued}

Effective for
financial periods
beginning on
or after

Amendment to 1C Int
ICInt9 Reassessment of Embedded Derivatives 1 July 2010

The initial application of the above new and revised FRSs,
amendments/improvements to FRSs and 1C Int are not expected to have any
material impact on the financial statements of the Maxwell Group or any material
changes in accounting policy.

C. BASIS OF CONSOLIDATION
(i) Subsidiary

Subsidiary is the entity in which the Maxwell Group has power to exercise control
over the financial and operating policies so as to obtain benefits from its activities,
generally accompanying a shareholding of more than one half of the voting rights.
The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Maxwell Group controls
another entity.

In Maxwell’s separate financial statements, investment in subsidiary is stated at
costs less impairment losses, if any. The policy for the recognition and
measurement of impairment losses is in accordance with Note 7J. On disposal of
such investments, the difference between the net disposal proceeds and their
carrying amount is included in the statement of comprehensive income.

(ii) Basis of Consolidation under Common Control Business Combination

The consolidated financial statements include the financial statements of Maxwell
and its subsidiary made up to the end of the financial years/periods. The financial
statements of the parent and its subsidiary are all drawn up at the same reporting
date.

The acquisition of 100% equity in Zhenxing Shoes pursuant to the restructuring
under common control has been accounted for using the merger method of
consolidation. A business combination involving entities under common control is
a business combination in which all the combining entities or business are
ultimately controlled by the same party or parties both before and after the
business combination, and that control is not transitory.
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7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. BASIS OF CONSOLIDATION (Continued)

(ify Basis of Consolidation under Common Contro! Business Combination
(Continued)

Under the merger method, components of financial statements of the combining
entities or businesses for the reporting perieds in which the common control
combination oceurs are included in the conselidated financial statements of the
consolidated entity as if the combination had occurred from the date when the
combining entities or businesses first came under the control of the controlling
party or parties. The cost of the merger should be cancelled against the nominal
values of the shares/paid-up capital received. The difference between the cost of
the merger and nominal values of the shares/paid-up capital received will remain
and continue to be classified as part of equity of the Maxwell Group and wili be
adjusted against suitable reserve in future, where appropriate. Balances and
transaction and resulting unrealised profits between the combining entities are
eliminated, if any. Unrealised losses resulting from intra-group transactions are
also eliminated unless costs cannot be recovered.

D. CURRENCIES
(i) Functional and Presentation Currency

The individua! financial statements of each entity in the Maxwell Group are
measured using the currency of the primary economic environment in which the
entity operates (“the functional currency”). The functional currency of the
Maxwell Group is Chinese Renminbi. The financial statements are presented in
Ringgit Malaysia, which is the Maxwell Group’s presentation currency.

(ii) Foreign Operations

The results and financial position of the subsidiary that has a functional currency
different from the presentation currency are translated into the presentation
currency as follows:-

s assets and liabilities for each statement of financial position presented are
translated at the closing rate at the reporting date;

e income and expenses for each statement of comprehensive income are
translated at average exchange rates; and

¢ all exchange differences are recognised directly in other comprehensive
income,
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at historical cost less accumulated depreciation
and impairment losses, if any. The policy for the recognition and measurement of
impairment losses is in accordance with Note 71

Cost includes expenditure that is directly attributable to the acquisition of the asset.
When significant parts of an item of property, plant and equipment have different useful
lives, they are accounted for as separate items of property, plant and equipment.

The cost of replacing part of an item of property, plant and equipment is included in the
asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that the future economic benefits associated with the part will flow to the
Maxwell Group and its cost can be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and maintenance are charged to the
statement of comprehensive income as incurred.

Property, plant and equipment are depreciated on a straight line basis to write off the
cost of each asset to its residual value over the estimated useful lives of the assets
concerned. The estimated useful lives used for this purpose are as follows:-

Plant and machinery 5 — 10 years
Office equipment 5 years

Motor vehicles 5 years

Renovation 5 years

Buildings 50 years

The residual values and useful lives of property, plant and equipment are reviewed, and
adjusted if appropriate, at each balance sheet date. The effects of any revisions of the
residual values and useful lives are included in the statement of comprehensive income
for the financial years/period in which the changes arise.

Fully depreciated assets are retained in the accounts until the assets are no longer in use.

An item of property, plant and equipment is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any gain or loss arising
on derecognition of the asset is included in the statement of comprehensive income in the
financial years/period the asset is derecognised.

PREPAID LEASE PAYMENTS

Leasehold land that normally has a finite economic life and title is not expected to pass
to the lessee by the end of lease term is treated as an operating lease. The payment made
on entering into or acquiring a leasehold tand is accounted as prepaid lease payments
which are amortised to the statement of comprehensive income over the lease term in
accordance with the pattern of benefits provided. The prepaid lease payments are
amortised over a lease term of 50 years and expiring in year 2049 and 2056 respectively.
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7.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

G. INVENTORIES

Inventories are stated at the lower of cost or net realisable value. Costs comprise direct
material and, where applicable, direct labour costs and those overheads that have been
incurred in bringing the inventories to their present location and condition. Cost is
determined using first-in-first out basis.

Net realisable value represents the estimated selling price in the ordinary course of
business, less the cost of completion and selling expenses.

H. FINANCIAL INSTRUMENTS

(i) Financial Assets

Initial Recognition

Financial assets within the scope of FRS 139 are classified as financial assets at
fair value through profit or loss, loans and receivables, held-to maturity financial
assets, available-for-sale financial assets, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. The Maxwell Group determines
the classification of its financial assets at initial recognition. Financial assets are
recognised on the statement of financial position when, and only when the
Maxwell Group becomes a party to the contracted provisions of the financial
instruments.

Financial assets are recognised initially at fair value plus, in the case of
investments not at fair value through profit or loss, directly attributable transaction
costs. Purchases or sales of financial assets that require delivery of assets within a
time frame established by regulation or convention in the marketplace (regular way
purchases) are recognised on the trade date, i.e., the date that the Maxwell Group
commits to purchase or sell the asset. The Maxwell Group’s financial assets
include cash and cash equivalents, trade and other receivables.

Subsequent Measurement
The subsequent measurement of financial assets depends on their classification as

follows:-

(i)  Financial Assets at Fair Value Through Profit or Loss

Financial assets at fair value through profit and loss includes financial assets
held for trading and financial assets designated upon initial recognition as at
fair value through profit or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of selling in the near term.
Financial assets at fair value through profit and loss are carried in the
statement of financial position at fair value with changes in fair value
recognised in the statement of comprehensive income.

(iiy Loans and Receivables
Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Such
financial assets are subsequently measured at amortised cost using the
effective interest rate (“EIR”) method less impairment.
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7.

H.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

FINANCIAL INSTRUMENTS {Continued)

1

(i)

Financial Assets (Continued)
Subsequent Measurement (Continued)

(iii} Held-to-Maturity Financial Assets
Non-derivative financial assets with fixed or determinable payments and
fixed maturities are classified as held-to-maturity when the Maxwell Group
has the positive intention and ability to hold it to maturity. After initial
measurement, held-to-maturity financial assets are subsequently measured at
amortised cost using the EIR method less impairment. The losses arising
from impairment are recognised in the statement of comprehensive income.

(v  Available-for-Sale Financial Assets

Available-for-sale financial assets are non-derivative financial assets that are
not classified in any of the three preceding categories. After initial
measurement, available-for-sale financial assets are subsequently measured
at fair value with unrealised gains or losses recognised directly in equity
until the investment is derecognised, at which time the cumulative gain or
loss recorded in equity is recognised in the statement of comprehensive
income, or determined to be impaired, at which time the cumulative loss
recorded in equity is recognised in the statement of comprehensive income.
Available-for-sale financial assets are measured at cost if the fair value of
the unquoted equity instrument cannot be reliably measured.

Financial Liabilities

Initial Recognition

Financial liabilities within the scope of FRS 139 are classified as financial
liabilities at fair value through profit or loss, loans and borrowings, or as
derivatives designated as hedging instruments in an effective hedge, as
appropriate. The Maxwell Group determines the classification of its financial
liabilities at initial recognition. Financial liabilities are recognised initially at fair
value and in the case of loans and borrowings, plus directly attributable transaction
costs.

The Maxwell Group’s financial liabilities include trade payables, other payables
and short-term loans.

Subsequent Measurement
The subsequent measurement of financial liabilities depends on their classification

as follows:-

(i}  Financial Liabilities at Fair Value Through Profit or Loss
Financial liabilities at fair value through profit or loss includes financial
liabilities held for trading and financial liabilities designated upon initial
recognition as at fair value through profit and loss. Financial liabilities are
classified as held for trading if they are acquired for the purpose of selling in
the near term. Gains or losses on liabilities held for trading are recognised in
the statement of comprehensive income.
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7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
H. FINANCIAL INSTRUMENTS (Continued)
(ii)) Financial Liabilities
Subsequent Measurement (Continued)
(ii} Loans and Borrowings
After initial recognition, interest bearing loans and borrowings are
subsequently measured at amortised cost using the EIR method. Gains and
losses are recognised in the statement of comprehensive income when the
liabilities are derecognised as well as through the EIR method amortisation
process.
Financial assets and liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Maxwell Group has a legal right to offset the
amounts and intends either to seitle on a net basis or to realise the asset and settle the
liability simultaneously.
L SHARE CAPITAL
An equity instrument is any contract that evidences a residual interest in the assets of the
Company after deducting all of its liabilities. Ordinary shares are equity instruments.
Dividends on ordinary shares are recognised as liabilities when proposed or declared
before the reporting date. A dividend proposed or declared after the reporting date, but
before the financial statements are authorised for issue, is not recognised as a liability at
the reporting date.
1. IMPAIRMENT

(i} Financial Assets

A financial asset not carried at fair value through profit or loss is assessed at each
reporting date to determine whether there is objective evidence that a financial asset
is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event
had a negative effect on the estimated future cash flows of that asset that can be
estimated reliably.

Objective evidence that financial assets are impaired can include default or
delinquency by a debtor, restructuring of an amount due to the Maxwell Group on
terms that the Maxwell Group would not considers otherwise, indications that a
debtor or issuer witl enter bankruptey, the disappearance of an active market for a
security.
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8. ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
L. IMPAIRMENT (Continuned}
() Financial Assets (Continued)

The Maxwell Group considers evidence of impairment for receivables at both a
specific asset and collective level. All individually significant receivables are
assessed for specific impairment. All individually significant receivables found not
to be specifically impaired are then collectively assessed for any impairment that
has been incurred but not vet identified. Receivables that are not individually
significant are collectively assessed for impairment by grouping together
receivables with similar risk characteristics.

In assessing collective impairment, the Maxwell Group uses historical trends of the
probability of default, timing of recoveries and the amount of loss incurred,
adjusted for management’s judgement as to whether current economic and credit
conditions are such that the actual losses are likely to be greater or less than
suggested by historical trends.

An impairment loss in respect of a financial asset measured at amortised cost is
calculated as the difference between its carrying amount and the present valne of
the estimated future cash flows discounted at the asset’s original effective interest
rate. Losses are recognised in statement of comprehensive income and reflected in
an allowance account against receivables. When the trade receivables become
uncollectible, it is written off against the allowance accounts. Interest on the
impaired asset continues to be recognised through the unwinding of the discount.

When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed to the extent that the carrying amount of the
asset does not exceed its amortised cost at the reversal date and the amount of
reversal are recognised as profit or loss in the statement of comprehensive income.

(ii} Non-financial Assets

The carrying amounts of the Maxwell Group’s non-financial assets, other than
inventories, are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, the asset’s recoverable
amount is estimated to determine the amount of impairment loss.

For the purpose of impairment testing of these assets, the recoverable amount is
determined on an individual asset basis.

An impairment loss is recognised in the statement of comprehensive income in the
period in which it arises. An impairment loss for an asset is reversed only if, there
has been achange in the estimates used to determine the asset’s recoverable amount
since the last impairment was recognised. The carrying amount of an asset is
increased to its revised recoverable amount, provided that this amount does not
exceed its carrying amount that would have been determined (net of amortisation or
depreciation) had no impairment loss been recognised for the asset in prior years. A
reversal of impairment loss for an asset is recognised in the statement of
comprehensive income.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

7.

K.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
EMPLOYEE BENEFITS
(i}  Short Term Employee Benefits

Wages, salaries, bonuses and non-monetary benefits are recognised as an expense
in the financial years / period in which the associated services are rendered by the
employees. Short term accumulating compensated absences such as paid annual
leave are recognised when services are rendered by employees that increase their
entitlement to future compensated absences. Short term non-accumulating
compensated absences such as sick leave and maternity leave are recognised when
absences occur.

(i) Post-Employment Benefits

The Maxwell Group contributes to Empioyees’ Provident Fund, the national
defined contribution plan. The contributions are charged to statement of
comprehensive income in the period to which they are related. Once the
contributions have been paid, the Maxwell Group has no further payment
obligations.

Pursuant to the relevant laws and regulations of the PRC, Zhenxing Shoes, a
wholly-owned subsidiary of Maxwell, has joined a basic pension insurance scheme
for the employees arranged by local Labour and Social Security Bureau, whereby
Zhenxing Shoes makes contributions to the pension insurance at the applicable
rates based on the amounts stipulated by the government organisation. The
contributions are charged to profit or loss on an accrual basis. When employees
retire, the local Labour and Social Security Bureaus are responsible for the
payment on the basic pension benefits to the retired employees.

REVENUE RECOGNITION

The Maxwell Group recognises revenue when the amount of revenue can be reliably
measured, it is probable that future economic benefits will flow to the entity and specific
criteria have been met for each of the Maxwell Group’s activities as described below.
The amount of revenue is not considered to be reliably measurable until all contingencies
relating to the sale have been resotved. The Maxwell Group bases its estimates on
historical results, taking into consideration the type of customer, the type of transaction
and the specifics of each arrangement.

(i}  Sales of goods

Revenue is recognised upon delivery of products and customers® acceptance, net of
sales tax, discounts and returns and when the significant risk and rewards of
ownership have been passed to the buyer. Revenue is not recognised to the extent
where there are significant uncertainties regarding recovery of the consideration
due, associated costs or the possible return of goods.

Page 16 of 96 *")

BAKER TILLY

162 MONTEIRC HENG



| Company No.: 877480-X |

8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

7. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
L. REVENUE RECOGNITION (Continued)
(iiy Interest income

Interest income is recognised on an accrual basis.

M. BORROWING COSTS

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are
directly aitributable to the acquisition, construction and production of that asset.
Capitalisation of borrowing costs commences when the activities to prepare the asset for
its intended use or sale are in progress and the expenditures and botrowings costs are
incurred. Borrowing costs are capitalised until the assets are substantiaily completed for
their intended use or sale.

All other borrowing costs are recognised as an expense in the statement of
comprehensive income in the period in which they are incurred. Borrowing costs consist
of interest that the Maxwell Group incurred in connection with the borrowing of funds.

N. TAXATION

(i) Current Tax

The tax expense in the statement of comprehensive income represents the
aggregate amount of current tax and deferred tax. Current tax is the expected
a2mount of income taxes payable in respect of the taxable profit for the year/period
and is measured using the tax rates that have been enacted at the balance sheet
date.

(ii) Deferred Tax

Deferred tax is provided for, using the liability method, on temporary differences
at the balance sheet date between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. In principle, deferred tax iiabilities
are recognised for all taxable temporary differences and deferred tax assets are
recognised for all deductible temporary differences and unused tax losses to the
extent that it is probable that future taxable profit will be available against which
the deductible temporary differences and unused tax losses can be utilised.

The carrying amount of deferred tax assets, if any, is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that sufficient
taxabie profit will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the
year/period when the liability is settled or the assets realised. Deferred tax is
charged or credited to the combined statement of comprehensive income, except
when it relates to items charged or credited directly to equity, in which case the
deferred tax is also dealt in equiry.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

7.

N.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
TAXATION (Continued)
(iii) Other Taxes

The Maxwell Group’s sale of goods in the PRC are subjected to Value-Added-Tax
(“VAT"”) at the applicable tax rate of 17% for PRC domestic sales. Input VAT on
purchases can be deducted from the output VAT. The net amount of VAT
recoverable from, or payable to, the taxation authority is included as part of “other
receivables™ or “other payables” in the balance sheet.

Revenue, expenses and assets are recognised net of amount of VAT except where:-

(a) The VAT incurred on the purchase of assets or services is not recoverable
from the taxation authority, in which case the VAT is recognised as part of
the cost of acquisition of the asset or as part of the expense item as
applicable; and

(b} Receivables and payables that are stated with the amount of VAT included.

CONTINGENT LIABILITIES

A contingent liability is a possible obligation that arises from past event and whose
existence will only be confirmed by the occurrence of one or more uncertain future
events not wholly within the control of the Maxwell Group. It can also be a present
obligation arising from past events that is not recognised because it is not probable that
outflow of economic resources will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the financial
statements. When a change in the probability of an outflow occurs so that the outflow is
probable, it will then be recognised as a provision.

CASH AND CASH EQUIVALENTS

For the purpose of cash flow statements, cash and cash equivalents comprise cash in
hand, bank balances, deposits and demand deposits that are readily convertible to known
amounts of cash which are subject to an insignificant risk of changes in value, net of
deposits pledged to financial institutions.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

8. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated by the director of Maxwell and are
based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances.

(1}  Critical judgements in applying accounting policies

In the process of applying the Maxwell Group’s accounting policies, the directar is
of the opinion that there are no instances of application of judgement which are
expected to have a significant effect on the amounts recognised in the financial
statements except for matter discussed below:

Basis of consolidation — business combination involving entities under common
control

The Maxwell Group is regarded as a continuing entity resulting from the
restructuring exercise, i.e. acquisition of 100% equity interests in Zhenxing Shoes,
since the management of all the entities, which took part in the restructuring
exercise was ultimately controlled by the same management and under the
common conirolling parties before and immediately after the restructuring
exercise. Consequently, there was a continuation of the control over the entities’
financial and operating policy decisions, and risk and benefits to the ultimate
controlling parties that existed prior to the restructuring exercise, and that control
is not transitory. The restructuring exercise has been accounted for as a
restructuring under commen control in a manner similar to pooling of interest
method or merger. Accordingly, consolidated financial statements have been
prepared on the basis of merger accounting and comprise the financial statements
of the subsidiary, which was under common control of the ultimate controlling
parties and management that existed prior to the restructuring exercise during the
relevant period or since their respective dates of incorporation.

(2} Key sources of estimation uncertainty

The key assumption concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next
financial year are as stated below:-
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8. ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

8. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)
(2) Key sources of estimation uncertainty (Continued}

(i) Depreciation of property. plant and equipment

Management estimates the useful life of the Maxwell Group’s propetty,
plant and equipment to be within 5 to 50 years. The Maxwell Group
estimates the useful life of property, plant and equipment based on the
period over which the assets are expected to be available for use. The
estimated usefu! life of property, plant and equipment are reviewed
periodicalty and are updated if expectations differ from the previous
estimates due to physical wear and tear, technical or commercial
obsolescence and legal or other limits on the use of the relevant assets. In
additien, the estimation of the ugeful life of property, plant and equipment
are based on internal technical evaluation and experience with similar assets.
It is possible, however, that future results of operations could be materially
affected by changes in the estimates brought about by changes in facters
mentioned above. The amounts and timing of recorded expenses for any
period would be affected by changes in these factors and circumstances. A
reduction in the estimated useful life of the property, plant and equipment
would increase the recorded expenses and decrease the non-current assets.

The estimates for the useful life and related depreciation charges for its
property, plant and equipment is based on commercial and production
factors which could change significantly as a result of the level of usage,
technical innovation and competitor actions in response to severe market
conditions. Changes in those commercial and production factors could
impact the economic useful life and the residual values of these assets and
therefore future depreciation charges could be revised.

(i} lmpairment of non-cyrrent assets

The Maxwell Group reviews the carrying amount of its non-current assets,
which include property, plant and equipment, prepaid lease payments and
investment in a subsidiary, to determine whether there is an indication that
those assets have suffered an impairment loss in accordance with relevant
accounting policies on the respective category of non-current assets.
Independent professional valuations to determine the carrying amount of
these assets will be procured when the need arise.

As at the end of the financial period under review, the director is of the view
that there is no indication of impairment to these assets and therefore no
independent professional valuation was procured by the Maxwell Group
during the financial year/period to determine the carrying amount of these
assets.

(iii) Allowance for writedown in inventories

Reviews are made periodically by management on damaged, obsolete and
slow-moving inventories. These reviews require judgement and estimates.
Possible changes in these estimates could result in revisions to the carrying
value of inventories.
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8. ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

8. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued)
(2) Key sources of estimation uncertainty (Continued)

(iv) Impairment on toan and receivables

The Maxwell Group assess at each reporting date whether there is any
objective evidence that loan and receivables is impaired. To determine
whether there is objective evidence of impairment, the Maxwell Group
considers factors such as the profitability of insolvency or significant
financia! difficulties of the debtors and defaults or significant delays in
payments.

Where there is objective evidence of impairment, the amount and timing of
the future cash flows are estimated based on historical loss experience for
assets with similar credit risk characteristics. Where the expectation is
differen from the original estimate, such difference will impact the carrying
value of receivables.

(v) Income taxes

The subsidiary of Maxwell, Zhenxing Shoes, has exposure to income taxes
in the PRC. Significant judgement is required in determining the provision
for income taxes. There are also claims for which the ultimate tax
determination is uncertain during the ordinary course of business. The
subsidiary recognises liabilities for the expected tax issues based on
estimates of whether additional taxes will be due. When the final tax
outcome of these matters is different from the amounts that were initially
recognised, such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9. AUDITED FINANCIAL STATEMENTS
9.1 The Maxwell Group
The consolidated financial statements of the Maxwell Group for the FYE 2009 have been
prepared on the basis of pooling of interest method or merger accounting, where the
financial statements of Maxwell and its subsidiary, Zhenxing Shoes, have been included
in the consolidated financial statements as if they have been in effect since the beginning
of the current financial year, i.e. 1 January 2009.
9.1.1  The audited consolidated statements of comprehensive income of the Maxwell Group for
the FYE 2009 and 1H 2010 are as follows:-
FYE 2009 1H 2010
Note RMB'000 RM'000 RMB'000  RM'000
Revenue 9.1.5(a) 383,718 301,023 307,434 148,460
Cost of sales (409.406) (211,130)  {215,993) (104.303)
Gross profit 174,312 89,893 91,441 44,157
Other income 9.1.5{b) 523 270 159 17
Selling and distribution expenses (1.811) (934) {1,104) {333}
Administrative expenses (11,779 (6,075) {6,538) {3157}
Other expenses (922) (476) (343) (167}
Finance costs 9.1.5{¢) (788} (406) (432) (209}
Profit before taxation 9.1.5(d) 159,535 82272 83,181 40,168
Taxation 9.1.3(f) (40,801}  {21,041) (21.218) (10.246}
Net profit for the financial
year/ period 118,734 61.231 61,563 29,922
Other comprehensive income
Foreign currency translation
differences for foreign operation (74) (953) (161) (7,865)
Total comprehensive incorme for
the financial year/period 118,660 60,276 61,802 22,057
Gross profit margin (%} 29.86 29.86 29.74 2914
Profit before taxation margin (%} 27.33 27.33 27.06 27.06
Effective tax rate (%} 25.57 25.58 25.51 25.51
Number of ordinary shares in issue
at the end of the finanical year/
period ('000) 336250  336.230 336,250 336,250
Gross earnings per share (RMB/RM) 0.47 024 0.49 ~ 0.24 ~
Net earnings per share (RMB/RM} 0.35 0.18 037 ~ 018
A Annualised to twelve (12} months for comparison purposes.
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8. ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9. AUDITED FINANCIAL STATEMENTS (Continued)
9.1 The Maxwell Group (Coutinued)

9.1.2 The audited consolidated statements of financial position of the Maxwell Group as at 31
December 2009 and 30 June 2010 are as follows:-

As at As at
31 December 2009 30 June 2010
Note RMB'000 RMO000 RMB'000 RMO00

Noo-current asseis
Property, plant and equiprment 921.5g 62,465 31,351 61,254 20,30
Prepmid lease payments 9.1.5¢) 4,735 2,376 4674 2230
Total nom-current sssets 6,20 33,727 65,928 31450
Carrent assels
Iventories 9.1.5() 4,088 2052 15328 7315
Trade receivables 9.1.5() 20786 104328 29070 128400
Other recejvables and

repayviments 921.5%) 47 475 740 353
Cash and hank balances 9.1.50) 106,222 53313 151,362 2230
Totsl current assets 319,13 160,168 436500 208298
TOTAL ASSETS 385323 193,895 502428 239,758
EQUITY AND LIABILUITIES
Equity sttributable to equity

holder of Maxwel
Shere capital 9.1.5em) 267,210 134,500 267210 134,500
Merper deficit 915 (207,554) (104,171) (207554)  (104,171)
Saatutory reserve 9.1.5(0) 29,402 15,037 35783 18,118
Foreign currency tensiafionreserve  9.1.5(@) (74  (2,860) 235y (l10725)
Retained eamings 211,972 108544 267,554 135385
Total equity 0095% 151,050 362758 17,107
Current linhiliies
Trade payables 9.1.5(9) 48,524 24,353 103,976 49617
COther payzbles and acruals 9.1.5() 12,476 6262 11,867 5663
Short term loans 9.1.5(s) 15,000 7,529 10,000 472
Tax payable 9,367 4,701 13,827 6,59
Total current lishilities 85,357 42,845 139670 66,651
Totel linbiities 85,367 42845 139,670 66,651
TOTAL EQUTTY AND

LIABILITIES 385323 193,895 502428 239,758
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY

Accountants’ Report

AUDITED FINANCIAL STATEMENTS (Continued)

The Maxwell Group (Continued)

The audited consolidated cash flow statement of the Maxwell Group for the FYE 2009

and 1H 2010 are as follows:-

Cash Flows from Operating Activities

Profit before taxation
Adjustments for:
Amortisation of prepaid lease pavments
Depreciation expenses
Loss on disposal of property, plant
and equipment
Interest expense
Foreign exchange gain
- Unrealised
Interest income
Property, plant and equipment written off

Operating profit before working
capital changes

Changes in Working Capital
Inventories
Receivables
Payables

Interest paid
Interest received
Tax paid

Net Operating Cash Flows

Cash Flows from Investing Activities

Purchase of property, plant and equipment
Proceed from disposal of property, plant
and equipment

Net Investing Cash Flows

FYE 2009 {H 2016
RMB'000 RM'000 RMB'000  RM'000
159,535 82272 83,181 40,168
16 60 61 29
2,803 1,446 1,380 666
85 44 41 20
784 404 431 208
{69) (36} S -
(230) {119) (142) (68)
- - 282 136
163,024 84,071 85,234 41,159
1,644 848 (11,239 (5,427)
(62956)  (32,466)  (60.994)  (29.454)
13,812 7,123 54,724 26,426
115,524 56,576 67,725 32,704
(784) (404) (431) (208)
230 119 142 68
(38,895)  (20,058)  (16757) (8,092)
76,075 39,233 50,679 24,472
(733) (378) (588) (284)
278 143 97 47
(455) (235) {491) (237)
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY

Accountants” Report

9. AUDITED FINANCIAL STATEMENTS (Continued)

9.1 The Maxwell Group (Continued)

9.1.4 {(Continued)

Cash Flows from Financing Aetivities

Net change in amount due to former
holding company

Net change in amount due to a former
related company

Net change in short term loans

Net Financing Cash Flows

Net change in cash and cash equivalents

Effect of the exchange rate changes

Cash and cash equivalents at the beginning

of the financial year/period

Cash and cash equivalents at the
end of the finaneial year/period

Analysis of Cash and Cash Equivalents

Cash and bank balances

FYE 2009 1H 2010
RMB'000  RM'000 RMB'000  RM'000
©an| | @898 -
@315 | (22.080) - :
13,000 6,704 (5,000) (2,413)
(39312) (20274 (5,000) (2415)
36,308 18,724 45,188 21,820
- (955) (48) (2.903)
69,914 35544 106222 53313
106,222 53313 151362 72,230
106,222 53313 151362 72,230
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9. AUDITED FINANCIAL STATEMENTS (Continued)
9.1 The Maxwell Group (Continued)
9.1.5 Notes to the audited consolidated financial statements of the Maxwell Group

(a) Revenue

Revenue represents sales of goods and services net of discounts and value-added-tax.,

(b) Other income

FYE 2009 1H 2010
RMB'000)  RM'000 RMB'000 RM'000

Interest income 230 119 142 68
Other incentives 152 79 14 8
Unrealised foreign exchange gain 69 36 - -
Others 72 36 3 ]
523 270 159 77

(c) Finance Costs

FYE 2009 1H 2010
RMB'000 RM'000 RMB'00 RM'000

Interest expenses 784 404 431 208
Bank charges 4 2 | 1
788 406 432 209

(d) Profit before Taxation

Profit before taxation is arrived at after charging/(crediting):-

FYE 2009 1H 2010
RMB'000 RM'000 RMB'000 RM'000

Audit fee
Statutory
- current year 48 25 - -
- underaccrual in prior year - - 35 17
Non-statutory - - 435 210
- current year

Amertisation of prepaid lease payments 116 60 61 29
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8. ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9. AUDITED FINANCIAL STATEMENTS {Continued)
9.1 The Maxwell Group (Continuned)
6.1.5 Notes to the andited consolidated financial statements of the Maxwell Group

(d) Profit before Taxation {Continuned)

FYE 2009 IH 2010
RMB'000 RM'000 RMB'000 RM'W0M

Depreciation 2,803 1,446 1,380 666
Directors' remuneration
- fees 33 17 124 60
- salaries paid by Zhenxing Shoes 120 62 60 29
Foreign exchange {gain)/loss
- realised 836 431 25 12
- unrealised {69) (36) - -
Incorporation fee 128 66 - -
Listing expenses 2,319 1,196 1,174 567
Loss on disposal of Property,
plant and equipment 83 44 41 20
Property, plant and equipment written off - - 282 136
Staff costs (Note 9.1.5(e)) 56,903 29,345 31,632 15,275
Rental of office 448 231 6 3
(=) Staff Costs
FYE 2009 IH 2010
RMB'000 RM'000 RMB'000 RM'000
Wages and salaries 52,668 27,161 29,334 14,175
Defined contribution 4,035 2,081 2,220 1,072
Other staff related expenses 200 103 58 28
56,903 29,345 31,632 15,275
Included in personnel expenses
were remunerations paid to
key management personnel 335 173 330 159
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

AUDITED FINANCIAL STATEMENTS (Continued)

The Maxwell Group (Continued)

Notes to the audited consolidated financial statements of the Maxwell Group
Taxation

FYE 200% 1H 2010
RMEQ00 RM'000 RMB000 RM'000

PRC subsidiary's income tax
- ctirrent year 40,801 21,041 21,218 10,246

A reconciliation of income tax expense applicable to profit before taxation at the PRC
statutory income tax rate to income tax expense at the effective income tax rate of the
Maxwell Group is as follows:

FYE 2009 1H 2010
RMB'000 RM'000 RMB'000 RM'000

Profit before taxation 159,535 82,272 83,181 40,168

Taxation at applicable statutory

tax rate of 25% 39,884 20,568 20,795 10,042
Tax effect of:
- non-taxable income (76) (39) (39) (19
- nen-deductible expenditure 993 512 462 223

Tax expense for the financial
year/period 40,801 21,041 21,218 10,246

As at the end of 31 December 2009 and 30 June 2010, no deferred tax has been provided
as the Maxwell Group does not have any material temporary differences between the tax
bases of assets and liabilities and their carrying amounts, which give rise to a deferred
tax asset or liability in the financial statements.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

(h)

(1)

AUDITED FINANCIAL STATEMENTS (Continued}
The Maxwell Group (Continued)

Notes to the aundited consolidated financial statements of the Maxwell Group
{Continued)

Prepaid Lease Payments

As at As at
31 December 2009 30 June 2010
RMB'000 RM'000 RMB'000 RM'000
Cost
At [ January 5,800 2,549 5,800 2,911
Exchange differences - (38) - {143}
At 31 December/30 June 5,800 2,911 5,800 2,768

Accnmulated amortisation

At | January 949 483 1,065 535
Amortisation for the financial year/pericd 116 60 61 29
Exchange differences - () - {26}
At 31 December /30 June 1,065 535 1,126 538

Net Book Value
At 31 December /30 June 4,735 2,376 4,674 2,230

The prepaid lease payments of the Maxwell Group refer to ieasehold tand located at
Zhushuxia  Industrial ~ Zone, linjlang  City  Fujian  Province, = PRC

(FEERE FLH TR T TALR).

At 30 June 2010, a leasehold land with a net book value of RM507,153 is pledged as
security to secure short-term loans as disclosed in Note 9.1.5(s).

Inventories
As at As at
31 December 2009 30 June 2010

RMB'0G¢ RM'00¢ RMB'000 RM'G00
Cost
Raw material 1,162 583 10,238 4,886
Work-in-progress 2,300 1,155 2,288 1,002
Finished goods 626 314 2,802 1,337

4,088 2,052 15,328 7,315

The inventories of the Maxwell Group are denominated in Chinese Renminbi.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’” Report

AUDITED FINANCIAL STATEMENTS {(Continued)
The Maxwell Group (Continued)

Notes to the audited consolidated financial statements of the Maxwell Group
(Continued)

Trade Receivables

Trade receivables are non-interest bearing and the Maxwell Group’s normal trade credit
terms ranges from 30 days to 120 days. Other credit terms are assessed and approved on
a case-by-case basis. The credit period varies from customers to customers after taking
into consideration their payment track record, financial background, length of business
relationship and size of transactions. They are recognised at their original invoice
amounts which represent their fair values on initial recognition.

The currency exposure profile of trade receivables are as follows:-

As at As at
31 December 2009 30 June 2010
RMB'000 RM'000 RMB'0O00 RM'000

United State Dollars 3,675 1,844 6,372 3,040
Chinese Renmimbi 204,191 102,484 262,698 125,360

207,866 104,328 269,070 128,400

The ageing analysis of the trade receivables as at 30 June 2010 were as follows:-

As at
30 June 2010
RMEB'000 RM'000

Neither past due nor impaired 269,070 128,400

The Maxwell Group believes that, no impairment loss is necessary in respect of these
non past due trade receivables. Majority of the balances are owed by the customers that
have a good payment record with the Maxwell Group.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9, AUDITED FINANCIAL STATEMENTS (Continued)
9.1 The Maxwell Group (Continued)
9.1.5 Notes to the audited consolidated financial statements of the Maxwell Group
(Continued)
k) Other Receivables, Deposits and Prepayments
As at As at
31 December 2009 30 June 2010
RMB'000 RM'W00 RMB'000 RM'(00
Cost
Advance to suppliers 99 S0 24 11
Other receivables 803 403 604 289
Prepayments 45 22 112 53
947 475 740 353
The currency exposute profile of other receivables and prepayments are as follows:-
Asat As at
31 December 2009 30 June 2010
RMB'000 RM'000 RMB'00¢ RM'000
Ringgit Malaysia - - 34 i6
Chinese Renmimbi 947 475 706 337
947 475 740 353
(1) Cash and Bank Balances
As at As at
31 December 2009 30 June 2010
RMB'00¢ RM'000 RMB'000 RM'000
Cash in hand 88 44 109 52
Cash at banks 106,134 53,269 151,253 72,178
106,222 53,313 151,362 72,230
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9. AUDITED FINANCIAL STATEMENTS (Continued)

2.1 The Maxwell Group (Continued)

9.1.5 Notes to the audited consolidated fimancial statements of the Maxwell Group
(Continued)

() Cash and Bank Balances (Continued)

The currency exposure profile of cash and bank balances are as follows:-

As at As at
31 December 2009 38 June 2010
RMB'000 RM'O00 RMB'000 RM'000

United State Dollars 1 " ] #
Chinese Renmimbi 106,212 53,308 151,352 72,225
Singapore Dollars * + > <
Ringgit Malaysia 9 5 9 5

106,222 53,313 151,362 72,230

RAM 334
RM 320
RMB 40
RM 19
REMB 38
RM 18

AW o+ %3RO

The Chinese Renminbi is not freely convertible into foreign currencies under PRC
Foreign Exchange Regulations and Administration of Settlement Sales and Payment of
Foreign Exchange Regulations, Zhenxing Shoes is only permitted to exchange Chinese
Renminbi for foreign currencies through banks that are authorised to conduct foreign
exchange business.

The bank balances of the Maxwell Group generally have an effective interest rate of
0.36% per annum for the financial year/period under review.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

(n)

AUDITED FINANCIAL STATEMENTS (Conrtinued)

The Maxwell Group (Continued)

Notes to the audited consolidated financial statements of the Maxwell Group

{Continued)

Share Capital

Ordinary shares of RM0.40 each

Authorised:

At date of incorporation / 31 December 2009
30 June 2010

Issued and fully paid-up:

At date of incorporation
Issued pursuant to the acquisition
of Zhenxing Shoes

At 3] December 2009 / 30 June 2010

# Represent five (5) ordinary shares.
~  Represent RM?2 (equivalent to RMB4).

Maxwell
Number of
Ordinary Shares
Unit '000 RM'000

1,250,000 500,000

# Fas

336,250 134,500
336,250 134,500

During the FYE 2009, the issued and paid up share capital of Maxwell was increased
from RM2 to RM134,500,000 from the issuance of 336,249,995 ordinary shares of
RMO 40 each pursuant to the acquisition of the entire equity interests of Zhenxing
Shoes. The new shares rank pari-passu with the existing shares of Maxwell.

Merger Deficit

The merger deficit arises from the difference between the nominal value of shares issued
by Maxwell as purchase consideration and the paid-up share capital Zhenxing Shoes
consolidated under the merger method of accounting pursuant to the acquisition of

Zhenxing Shoes.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9.1

9.1.5

(0)

()

(@

()

AUDITED FINANCIAL STATEMENTS (Continued)
The Maxwell Group (Continned)

Notes to the andited consolidated financial statements of the Maxwell Group
(Continued)

Statutory Reserve

In accordance with relevant laws and regulations of the PRC, Zhenxing Shoes is required
to transfer 10% of its net profit for the financial year prepared in accordance with the
accounting regulation of the PRC to the statutory reserve. The transfer will continue
until the reserve balance reaches 50% of its registered capital. Such reserve may be used
to offset accumulated losses or increase the registered capital of this subsidiary, subject
to the approval from the PRC authority, and are not available for dividend distribution to
the shareholders of Zhenxing Shoes.

Currency Translation Reserve

Currency translation reserve represents translation differences arising from translation of
foreign subsidiary into the Maxwell Group’s presentation currency.

Trade Payables

Trade payables are non-interest bearing and the normal trade credit term granted 10
Zhenxing Shoes ranges from 30 to 90 days. Trade payables are denominated in Chinese
Renminbi.

Other Payables and Accruals

As at As at
31 December 2009 30 June 2010
RMB'000 RM'W000 RMB'0M0 RM'000

Advances from customers 133 67 132 63
Accrued operating expenses 472 237 761 363
Other payables 11,871 3,958 10,974 5,237

12,476 6,262 11,867 5,663

Advances from customers represents advances from customers for sales and other sales
related reimbursements. The advance from customers is denominated in United States

Dollars.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9. AUDITED FINANCIAL STATEMENTS (Continued)
9.1 The Maxwell Group {(Continued)
9.1.5 Notes to the audited consolidated financial statements of the Maxwell Group
{Continued)
() Other Payables and Accruals {Continued)
The currency exposure profile of other payables and accruals are as follows:-
As at As at
31 December 2009 30 June 2010
RMB'000 RM'0O00 RMB'000 RM'000
United State Dollars 133 67 132 63
Chinese Renmimbi 9,611 4,824 10,801 5,154
Ringgit Malaysia 2,732 1,371 G934 446
12,476 6,262 11,867 5,663
(s) Short Term Loans
The carrying amounts of interest-bearing short-term loans of the Maxwell Group are
denominated in Renminbi.
The short-term loan of RM3,817,600 or RMBS,000,000 (2009: RM7,528,500 or
RME15,000,000}) is secured by corporate guarantees from related parties and third
parties. As at 30 June 2010, the Group has a short-term loan of RM%54,000 or
RMHE2 000,000 (2009: Nil) which is secured over the prepaid lease payments as
disclosed in Note 9.1.5(h). The interest rates of the short term loans are range from
6.42% to 6.64% (2009: 5.11% to 6.46%) per annum.
(1} Significant Related Parties Transactions

A related party is an entity or person that directly or indirectly through one or more
intermediary controls, is controlled by, or is under common or joint control with the
Maxwell Group or that have an interest in the Maxwell Group that give it significant
influence over the Maxwell Group’s financial operating policies. It also includes
members of the key management personnel or close members of the family of any
individual referred to herein and others who have the ability te control, jointly control or
significantly influence for which significant voting power in the Maxwell Group resides
with, directly or indirectly.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

AUDITED FINANCIAL STATEMENTS (Continued)
The Maxwell Group (Continued)

Notes to the audited consolidated financial statements of the Maxwell Group
(Continued)

Significant Related Parties Transactions (Continued)

The natures of the relationship with the related parties are as follows:-

Related Parties Nature of Relationship
Jiayi (Fujian) Imp. & Exp. Trade It is a company incorporated in the PRC and is a
Co., Ltd. wholly-owned subsidiary of Sports Asia Limited.
REEHILHMRHBEUHA S It is a company in which a director and also a
4R AT shareholder of Maxwell namely Li Kwai Chun
(ZEREE) has interest.
Sports Asia Limited It is a company incorporated in the Republic of

Singapore. Li Kwai Chun (FHEH), is the
shareholder and director of Sports Asia

During the financial year/period under review, the significant related party transactions
were as follows:-

FYE 2009 IH 2010
RMB'000 RM'000 RMB'000 RM'000

Sales to Jiayi Trading 1,066 550 - -
Purchases from liayi Trading 80 4] - -

The director of Maxwell is of the opinion that all the transactions above have been
entered into in the normal course of business and have been established on terms and
conditions that are not materially different from those obtainable in transactions with
unrelated parties.
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

AUDITED FINANCIAL STATEMENTS (Continued)

The Maxwell Group (Continued)
Notes to the audited consolidated financial statements of the Maxwell Group

Financial Instruments

(i) Financial Risk Management and Objectives

The Maxwell Group does not have written risk management and guidelines.
However, the board of directors meet periodically to analyse and formulate measures
to manage the Maxwell Group’s exposure to market risk, including principally
changes in interest rates and currency exchange rates. Generally, the Maxwell
Group employs a conservative strategy regarding risk management. As the Maxwell
Group’s exposure to market risk kept at a minimum level, the Maxwell Group has

not used any derivatives financial instruments for trading purposes.

{(a) Credit Risk

Credit risk refers to the risk that the counterparty will default on its contractual

obligations resulting in financial loss to the Maxwell Group.

The maximum exposure to credit risk for each of the financial assets was as

follows:-
Carrying amount
Asat
30 June 2010

RMB'000 RM'000
Trade receivables 269,070 128400
Other receivables 628 300
Cash and cash equivalenis 151,362 72,230

421,060 200,930

The Maxwell Group does not hold any collateral as security and other credit

enhancements for the above financial assets.

Receivables

The management has a credit policy in place and the exposure to credit risk is

monitored on an ongoing basis.

The Maxwell Group determines concentrations of credit risk by monitoring the

country profile of its trade receivables on an ongoing basis.

Information regarding trade receivables that are neither past due nor impaired

is disclosed in Note 9.1.5(j).
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL ROLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

2.1

9.1.5

()

AUDITED FINANCIAL STATEMENTS (Continued)

The Maxwell Group (Continued)

Notes to the audited consolidated financial statements of the Maxwell Group
(Continued)

Financial Instruments (Continued)

(i) Financial Risk Management and Objectives (Continued)

(a)

(b

Credit Risk (Continued)

Cash and Cash Equivalents
The management adopts policy of dealing only with reputable financial
institutions.

Liquidity and Cash Flow Risk

Liquidity risk is the risk that the Maxwell Group will encounter difficulty in
meeting financial obligations due to shortage of funds. The Maxwell Group
maintains sufficient cash and cash equivalents, and internally generated cash
flows to finance its activities.

The Maxwell Group adopts prudent liquidity risk management by maintaining
sufficient cash, and available funding through an adeguate amount of
committed credit facilities. Due to dynamic nature of the underlying
businesses, the Maxwell Group aims at maintaining flexibility in funding by
keeping committed credit lines available.

The analysis of financial instruments by remaining contractual maturities is as
follows:-

Carrying amounl ~ Contractuzl cash liows & months ar less 6+12 ronths

RMB'OM RM'000 RMBUA RM'M0  RMB'0N0 RM'000 RMB'UO RM'000

30 June 2014

Non-derjvztive fmancial liabilities

Secured short-term loans 10,000 471 (g @D . . aoo0py @7
Trade pavables e 98T gmme (91T oigre) (49617 .
Other payables and accruals 11,867 5.663 {1367y (5663  (11867) (5663

)

125843 60082 (125843) (60,052) (LSRR (SS2BOY (100007 (47

)
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

AUDITED FINANCIAL STATEMENTS (Continued)
The Maxwell Group (Continned)

Notes to the audited consolidated financial statemenis of the Maxwell Group
{Continued)

Financial Instruments (Continued)
(i) Financial Risk Management and Objectives (Continued)
{¢} Interest rate risk

Interest risk is the rigk that the fair value or future cash flows of the Maxwell
Group’s financial instruments will fluctuate because of changes in market
interest rates. The Maxwell Group’s exposure to interest rate risk arises
primarily from short term loans.

The Maxwell Group’s policy is to manage interest cost using mix of fixed and
floating rate debts, which depends on the interest rates market and economic
conditions. For interest income from cash deposits, the Maxwell Group
managed the interest rate risks by placing cash deposits with reputable
financial institutions on varying maturities and interest rate terms.

The interest rate profile of the interest-bearing financial instruments was as
follows:-

Carrying amount
As at
30 June 2010
RMB'000 RM'000

Fixed rate instrument
Short term loans 10,000 4772

The shori-term loans are fixed rate instruments and therefore a change in
interest rates at the reporting date would not affect the statement of

comprehensive income.

The carrying amounts of short-term loans with a maturity of less than one year
are assumed to approximate their fair values because of the short period to

maturity
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8.

ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

AUDITED FINANCIAL STATEMENTS (Continued)
The Maxwell Group (Continued)

Notes to the audited consolidated financial statements of the Maxwell Group
{Continued)

Financial Instruments (Continued)
(i} Financial Risk Management and Objectives {Continued)

{d} Foreign currency risk

The Maxwell Group is exposed to transactional currency risk primarily
through sales that are denominated in United States Dollars other than the
functional currency of the operations to which they relate. Foreign exchange
exposures in transactional currencies other than functional currencies of the
operating entities are kept to an acceptable level.

As at 30 June 2019, 2.4% of our trade receivables were denominated in United
States Dollars whilst the remaining trade receivables are denominated in
Chinese Renminbi, which is the functional currency of Zhenxing Shoes, the
wholly-owned subsidiary.

The Maxwell Group also hold cash and cash equivalents denominated in
foreign currencies as disclosed in Note 9.1.5(1).

The directors believe that the impact of foreign exchange fluctuations will not
significantly affect our profitability.

{it) Fair Values

(a) Recognised Financial Instruments

The fair values of financial assets and financial liabilities of the Maxwell
Group approximate their carrying values on the statement of financial position
of the Maxwell Group.

(b) Unrecognised Financial Instruments

There were no unrecognised financial instruments as at 30 June 2010.
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MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

9. AUDITED FINANCIAL STATEMENTS {Continued)
9.1 The Maxwell Group (Continued)
9.1.5 Notes to the audited consolidated financial statements of the Maxwell Group
(Continued)
{v) Capital Management
The primary objective of the Maxwell Group’s capital management is to build and
maintain a strong capital base so as to maintain healthy capital ratios and at the same
time be able 1o leverage on the capital to provide the Maxwell Group with the funds to
fund its expansion and growth.
The Maxwell Group manages its capital structure, and makes adjustment to it, in the
light of changes in economic conditions. To maintain or adjust the capital structure,
Maxwell may adjust dividend payment to shareholders, return capital to shareholders or
issue new shares, raise new debts, reduce existing debts.
Maxwell monitors the level of dividends to be paid to shareholders. Maxwell’s objective
is also to pay out regular dividends to the shareholders based on the level of its
profitability and cash flows,
The capital structure of the Maxwell Group consists of equity attributable to equity
holders of Maxwell, comprising share capital, statutory reserve and retained earnings,
and total liabilities which represents current liabilities.
The debt-to-equity ratio is as follows:
As at
30 June 2010
RMB'00¢ RM'000
Total liabilities 139,670 66,651
Equity attributable to equity holders
of Maxwell 362,758 173,107
Debt-to-equity ratio 38.5% 38.5%
There were no changes in the Maxwell Group’s approach to capital management during
the financial year/period under review.
The Maxwell Group is not subject to externally imposed capital requirements.
{w) Comparative Figures

The consolidated financial statements of the Maxwell Group for FYE 2009 were
presented on a full year basis as if the Maxwell Group was in existence throughout the
reported financial year notwithstanding the fact that Maxwell was incorporated on 3
November 2009 and acquired the subsidiary on 18 November 2009 as 1n substance, the
combined entities continue to trade as before but with a new legal parent.
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0.2

921

AUDITED FINANCIAL STATEMENTS (Centinued)

Maxwell

The audited statements of comprehensive income of Maxwell for the financial period
from its incorporation date on 3 November 2009 to 31 December 2009 and TH 2010 are

as follows:-

Revenue

Cost of sales

Gross profit

Other income

Selling and distribution expenses
Administrative expenses

Other expenses
Finance costs

Loss before taxation
Taxation

Net loss for the financial periods

Other comprehensive income

Total comprehensive income for
the financial periods

Gross profit margin (%)
Profit before taxation margin {%0)

Effective tax rate (%)

FPE from
3.11.2009
to 31.12.2009
Note RM'000

1H 2010
RM'000

(1,366)

9.2.5(a) (1,366)

9.2.5(c) -

(1,366)

(1,366)

(879}

N/A
N/A

N/A

Weighted average number of ordinary shares

in issue at the end of the finanical period ('000)

Gross earnings per share (sen)

Net earnings per share {sen)

30,453
{(4.49)

(4.49)

~ Annualised to twelve (12) for comparison purposes.

N/A
N/A

N/A

336,250
0.52) »

(0.52)
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9.2

922

AUDITED FINANCIAL STATEMENTS (Continuned)

Maxwell (Continued)

The audited statements of financial position of Maxwell as at 31 December 2009 and 30

June 2010 are as follows:-

Non-current assets
[nvestment in a subsidiary

Total non-current assets
Current assets

Other receivables

Cash and bank balances

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity attributable to equity
holder of Maxwell

Share capital

Accumulated losses

Total equity

Current liabilities

Qther payables and accruals

Amount due to a subsidiary company 9.2.5(g) o

Total current liabilities

Total liabilities

TOTAL EQUITY AND
LIABILITIES

As at As at
31 Decentber 2009 30 June 2010
Note RM'000 RM000

9.2.5(d} 134,500 134,500
134,500 134,500

- 14

5 5

5 21

134,505 134,521

9.2.5(e} 134,500 134,500
(1,366) (2,24%)

133,134 132,255

9.2.5(H) 1,371 446
1,820

1,371 2,266

1,371 2,266

134,505 134,521
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9.2

923

AUDITED FINANCIAL STATEMENTS (Continued)

Maxwell (Continued)

The audited statements of changes in equity of Maxwell for the financial period from its
incorporation date on 3 November 2009 31 December 2009 and 1H 2010 are as follows:-

At date of incorporation

Total comprehensive income for
the financial period
Transaction with owner:

Arising from acquisition of
Zhenxing Shoes

Total transaction with owner

Balance at 31 December 2009

Total comprehensive income for
the financial period

Balance at 30 June 2010

Distributable
Share Accumulated Total
Capital Losses Equity
RM'000 RM'000 RM'000
* . *
= {1,366) (1.366)
134,500 - 134,500
134,500 - 134,500
134,500 (1,366} 133,134
- (879} (879)
134,500 (2,245) 132,255
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924

AUDITED FINANCIAL STATEMENTS (Continued)

Maxwell (Continued)

The audited statements of cash flow of Maxwell for the financial period from its

incorporation date on 3 November 2009 31 December 2009 and 1H 2010:-

Cash Flow from Operating Activities
Loss before taxation / Operating loss before

working capital changes

Changes in Working Capital
Receivables
Payables

Net Operating Cash Flows
Cash Flows from Investing Activities

Cash Flows from Financing Activity

Net change in amount due to a subsidiary company
Net Financing Cash Flows
Net change in ¢ash and cash equivalents

Cash and cash equivalents at date of incorporation /
1 January 2010

Cash and eash equivalents at the
end of the financial periods

Analysis of Cash and Cash Equivalents
Cash and bank balances

*  RM2.

FPE from
3.11.2009
to 31.12.2009 1H 2019
RM'900 RM'000
{1,366) {879
- (16}
1,371 {925)
5 (1,820}
= 1,820
= 1,820
5 -
* 5
5 5
5 5
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9.2

925

(a)

(b)

AUDITED FINANCIAL STATEMENTS (Continued)

Maxwell (Continued)

Notes to the audited financial statements of Maxwell

L.oss before Taxation

Loss before taxation is arrived after charging:-

Audit fee
Statutory
- current year
- unceraccrual in prior year
Non-statutory
- current year
Directors’ fees
Incorporation fee
Listing expenses
Staff costs {Note 9.2.5(b))

Staff Costs

Salaries
Defined contribution
Other staff related expenses

FPE from
3.11.2009
to 31.12.2009 1H 2010
RM'600 RM'000
20 -
- 17
- 210
17 60
66 -
1,196 567
45 69
FPE from
3.11.2009
to 31.12.2009 1H 2010
RM'000 RM'000
42 60
2 7
1 2
45 69

Staff costs comprise mainly the remunerations paid to the key management personnel.
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9.2

9.2.5

(©)

(d)

AUDITED FINANCIAL STATEMENTS (Continued)

Maxwell (Continued)

Notes to the audited financial statements of Maxwell {Continued)

Taxation

Maxwell does not derive any income during the current financial perieds under review.
A reconciliation of income tax expense applicable to loss before taxation at the statutory

income tax rate to income tax expense at the effective income tax rate of Maxwell is as
follows:

FPE from
3.11.2009
to 31.12.2009 1H 2010
RM'000 RM'000
Loss before taxation (1,366) (879)
Taxation at applicable statutory
tax rate of 25% {342) (220)
Tax effect of:
- non-deductible expenditure 342 220
Tax expense for the financial period - =
Investment in a Subsidiary
As at As at
31 December 2009 30 June 2010
RM'000 RM'000
Unquoted shares, at cost 134,500 134,500

Maxwell's equity interest in the subsidiary, country of incorporation and its principal
activities are disclosed in Note 3.3.

On 18 November 2009, Maxwell and Sports Asia Limited {“Sport Asia™), a company
incorporated in Singapore, entered into an Agreement to acquire from Sports Asia the
entire interests in the registered capital of Zhenxing Shoes for a purchase consideration
of RM134,499.998. The purchase consideration was satisfied via the issuance of
336,249,995 new ordinary shares of RM0.40 each of Maxwell. Upon the completion of
the said acquisition, Sports Asia ceased to be the holding company of Zhenxing Shoes
and Maxwell became the new holding company of Zhenxing Shoes.

The acquisition of Zhenxing Shoes by Maxwell resulted in a business combination
involving common control entities as disclosed in Note 7C(ii).
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8.2

9.2.5

(e)

{H

AUDITED FINANCIAL STATEMENTS (Continued)

Maxwell (Continued)

Notes to the audited financial statements of Maxwell (Continued)

Share Capital

Ordinary shares of RM0.40 each

Authorised:

At date of incorporation / 31 December 2009
30 June 2010

Issued and fully paid-up:

At date of incorporation
Issued pursuant to the acquisition
of Zhenxing Shoes

At 31 December 2009 / 30 June 2010

#  Represent five (3} ordinary shares.
~  Represent RM2 (equivalent 1o RMB4).

Maxwell
Number of
Ordinary Shares
Unit '000 RM'000

1,250,000 500,000

# A

336,250 134,500
336,250 134,500

During the financial period, the issued and paid up share capital of Maxwell was
increased from RM2 to RM134,500,000 from the issuance of 336,249,995 ordinary
shares of RM0.40 each pursuant to the acquisition of the entire equity interests of
Zhenxing Shoes. The new shares rank pari-passu with the existing shares of Maxwell.

Otber Payables and Aceruals

Accrued operating expenses
Other payables

As at As at
31 December 2009 30 June 2010
RM'00% RM'000
33 279
1,336 167

1,371 446
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Accountants” Report

9. AUDITED FINANCIAL STATEMENTS {Continued)

92 Maxwell (Continued)

9.2.5 Notes to the audited financial statements of Maxwell (Continued)
{g) Amount Due to a Subsidiary

Amount due to a subsidiary represent payments made on behalf which are unsecured,
interest free and repayable on demand,

)] Financial Instruments
(i) Financial Risk Management and Objectives

Maxwell does nat have written risk management and guidelines, Maxwell has
limited number of transactions and does not have significant exposure to financial
risks. Financial support from Zhenxing Shoes, the subsidiary, is available as and
when required.

(i) Fair Values
(a) Recognised Financial Instruments

The fair values of financial assets and financial liabilities of Maxwell
approximate their carrying values on the statement of financial position of
Maxwell,

(b} Unrecognised Financial Instruments

There were no unrecognised financial instruments as at 30 June 2010,
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| Company No.: 877480-X |

8. ACCOUNTANTS’ REPORT (Cont'd)

MAXWELL INTERNATIONAL HOLDINGS BERHAD AND ITS SUBSIDIARY
Accountants’ Report

10. EVENTS AFTER BALANCE SHEET DATE
There were no significant events between the date of the last audited financial statements
used in the preparation of this Report and the date of this Report which will affect
materially content of this Report.

11. AUTHORISATION OF AUDITED FINANCIAL STATEMENTS
As at the date of this Report. no audited financial statements have been prepared in

respect of any period subsequent to 30 June 2810 for the Maxwell Group and Zhenxing
Shoes.

Yours faithfully,

Baker Tilly Monteiro
No. AF 0117

Chartered Accountants
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8. ACCOUNTANTS’ REPORT (Cont'd)

’:_7
BAKER TILLY

Company No. 877480-X

MONTEIRO HENG

Chartarnd Acconntants (AF 3117|
MAXWELL INTERNATIONAL HOLDINGS BERHAD QLS T
(Incorporated in Malaysia) 30470 Knela Lampnr, Melayss

phona : +900 3274 9009
fan 1+800 3350 1709

Report on the financial statements ::::In:n.n.t:::;hqn' :;-L-y -----

We have audited the accompanying financial statements of MAXWELL INTERNATIONAL
HOLDINGS BERHAD (“the Company”), which comprise the balance sheets as at 31 December
2009 of the Group and of the Company, and the income statements, statements of changes in
equity and cash flow statements of the Group and of the Company for the financial period ended
31 December 2009, and a summary of significant accounting policies and other explanatory
notes, as set out on pages 5 to 38,

Director’s responsibility for the financial stotements

The directors of the Company are responsible for the preparation and fair presentation of these
financial staternents in accordance with the Financial Reporting Standards and the provisions of
the Companies Act, 1965 in Malaysia. This responsibility includes designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of financial
statements that arc free from material misstatemnent, whether due to fraud or arror; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditors’ responsibility

It is our responsibility to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with approved standards on auditing in Malaysia. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the financial staternents are free from material
misstaternent.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgement,
including the assessment of the risks of material misstatement of the financial statements,
whether due to frand or emor. In making those risk assessmeats, we consider internal controls
relevant to the Company’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal controla. An audit alse
includes evaluating the sppropristeness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial staternents.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements have been properly drawn up in accordance with the
Financial Reporting Standards and the provisions of the Companies Act, 1965 in Malaysia so as
to give a true and fair view of the state of affairs of the Group and of the Company as at 31
December 2009 and of their financia) performance and cash flows for the financial period ended
31 December 2009.
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| Company No.: 877480-X |

8. ACCOUNTANTS’ REPORT (Cont'd)

Company No. 877480-X

Report on other legal and regulztory requirements

In accordance with the requirements of the Act in Malaysia, we also report the following:-

(a)

&)

(c)

@

In our opinion, the accounting and other records and the registers required by the Act to be
kept by the Company have been properly kept in accordance with the provisions of the
Act,

We bave not considered the auditor’s report of the subsidiary company for the audit of the
financial statements prepared for the purpose of reporting in People’s Republic of China
{(“PRC Reporting™) as it is not available, which we have not acted as auditors, which is
indicated in Note 6 to the financial statements. However, we have considered the financial
statements of the subsidiary company for consolidation purpose.

We are satisfied that the financial statements of the subsidiary company that have been
consolidated with the Company’s financial statements are in form and content appropriate
and proper for the purposes of the preparation of the consolidation financial statements and
we have received satisfactory information and explanations required by us for those

purposes.

The auditors” report for PRC Reporting on the financial statements of the subsidiary
company was not available for our comment as to whether it was subject to any material
qualification or any adverse comment made under Section 174(3) of the Act.

Other matters

This report is made solely to the members of the Company, as a body, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the content of

this report.

illy Moni Heng
No. AF 0117
Chartered Accountants

2
N§. 578/05/10 (WPH)
Partner

Kuala Lumpur

Date: 30 APR 2018
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8. ACCOUNTANTS’ REPORT (Cont'd)

Company No. 877480-X &“3’

BAKER TILLY

MONTEIRO HENG

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS QF  Cherterd Accountants taronin
MAXWELL INTERNATIONAL HOLDINGS BERHAD Mentalro & Hang Chambars
(II]COI'pOﬂM in Ma]aysia) 22 Jalan Tun Sambanthan 3

50470 Xuvala Lumpur, Malaysia

phona : +883 2274 S84

fax 4803 2260 1784

amail :avdit®mantairchaeg.com.my
www.montalrohang.com.my

Report on the financial statements

We have audited the accompanying financial statements of MAXWELL INTERNATIONAL
HOLDINGS BERHAD (“the Company”), which comprise the statements of financial position
as at 30 June 2010 of the Group and of the Company, and the statements of comprehensive
income, statements of changes in equity and statements of casb flow of the Group and of the
Company for the financial period from 1 January 2010 to 30 June 2010, and a summary of
significant accounting policies and other explanatory notes, as set out on pages 5 to 41,

Director's responsibility for the financial statements

The directors of the Company are responsible for the preparation and fair presentation of these
financial statements in accordance with the Financial Reporting Standards and the provisions of
the Companies Act, 1965 (“the Act”) in Malaysia. This responsibility includes designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, wbether due to fraud or emror;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with approved standards on auditing in Malaysia. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to wbether the financial statements are frec from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosurcs in the financial statements. The procedures selected depend on our judgement,
including the assessment of the risks of material misstatement of the financial statements,
whether duc to fraud or eror. In making those risk assessments, we consider internal controls
relevant to the Company’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
cxpressing an opinion on the effectiveness of the Company’s internal controls. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overail presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit cpinion.

%
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| Company No.: 877480-X |

8. ACCOUNTANTS’ REPORT (Cont'd)

Company No. 877480-X
Opinion

In our opinion, the financial statements have been properly drawn up in accordance with the
Financial Reporting Standards and the provisions of the Act in Malaysia so as to give a true and
fair view of the state of affairs of the Group and of the Company as at 30 June 2010 and of their
financial performance and cash flows for the financial period from 1 January 2010 to 30 June
2010.

Report on other legal and regnlatory requirements
In accordance with the requirements of the Act in Malaysia, we also report the following:-

{a) In our opinion, the accounting and other records and the registers required by the Act to be
kept by the Company have been properly kept in accordance with the provisions of the
Act.

{b) Wehave not considered the auditors’ report of the subsidiary company for the audit of the
financial statements prepared for the purpose of reporting in People’s Republic of China
(“PRC Reporting™) as it is not available, which we have not acted as auditors, which is
indicated in Note 6 to the financial statements, However, we have considered the financial
statements of the subsidiary company for consolidation purpose.

(¢} We arce satisfied that the financial statements of the subsidiary company that have been
consolidated with the Company’s financial statements are in the form and content
appropriate and proper for the purposes of the preparation of the consolidation financial
statements and we have received satisfactory information and explanations required by us
for those purposes.

(d) The auditors’ report for PRC Reporting on the financial statements of the subsidiary
company was not available for our comments as to whether it was subject to any meterial
qualification or any adverse comment made under Section 174(3} of the Act.

Other matters

This report has been prepared solely in connection with the proposed Listing and quotation of the
entire enlarged issued and pajd-up share capital of the Company on the Main Market of Bursa
Malaysia Securitics Berhad. This report is made solely to the members of the Company, as a
body, and for no other purpose. We do not assume responsibility towards or accept liability to
any other person for the content of this report.

B ¥ Mon Heng
No. AF 0117
Chartered A ts

Kuala Lumpur
Date: 13 SEP 2010
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8. ACCOUNTANTS’ REPORT (Cont'd)

Company No. 350500400009750 &E’?

BAKER TILLY

MONTEIRO HENG

INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF ~ (hrred Accovnmaate aronzl
JINJTANG ZHENXING SHOES PLASTICS CO., LTD.

Montalre § Heng Chambars

(ﬁﬂﬁ%ﬁﬁ’ﬁ mﬁ'ﬁ) 22 Julsa Tus Sambauthes 3
(Incorporated in People’s Republic of China) Shove S MDY

fax 1+605 2360 1708

amall :sudir@ Ircheng.com.my

www.montaircheag.com.my

Report on the financisl statements

We have audited the accompanying financial statements of JINJIANG ZHENXING SHOES
PLASTICS CO., LTD. (B{Li% 27T B A &), which comprise the balance sheets as at 31
December 2006, 31 December 2007, 31 December 2008 and 30 June 2009 of the Company, and
the income statements, statements of changes in equity and cash flow statements of the Company
for the three financial years ended 31 December 2006, 31 December 2007 and 31 December
2008 and the six months financial period ended 30 June 2009, and a summary of significant
accounting policies and other explanatory notes, as set out on pages 5 to 44.

The financial statements of the Company prepared for the People’s Republic of China (“PRC")
reporting purposes for the financial years ended 31 December 2006, 31 December 2007 and 31
December 2008 were audited by Xiamen Huafeng Associated, Certified Public Accountants of
PRC, and were reported on by the PRC auditors without any qualification.

Director’s responsibility for the financial statements

The director of the Company is responsible for the preparation and fair presentation of these
financial statements in accordance with the Financial Reporting Standards in Malaysia. This
responsibility include: designing, implementing and maintaining intemnal controls relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonsble in the circumstances.

Auditors’ responsibility

It is our responsibility to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with approved standards on auditing in Malaysia. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance &s to whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgement,
including the assessment of the risks of material misstatement of the financial statements,
whether due io fraud or ervor. In making those risk assessments, we consider internal controls
relevant to the Company’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal controls. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial statements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

yﬁlﬁh’ﬂ(l’:‘.l{ TILLY
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8.

ACCOUNTANTS’ REPORT (Cont'd)

Company No. 350500400009750

QOpinion

In our opinion, the financial statements have been properly drawn up in accordance with the
Financial Reporting Standards in Malaysia so as to give a true and fair view of the state of affairs
of the Company as at 31 December 2006, 31 December 2007, 31 December 2008 and 30 June
2009 and of their financial performance and cash flows for the three financial years ended 31
December 2006, 31 December 2007 and 31 December 2008 and the six months financial period
eaded 30 June 2009.

Other matters

This report has been prepared solely in connection with the proposed listing and quotation of the
entire enlarged issued and paid-up share capital of Maxwell International Holdings Berhad on the
Main Market of Bursa Malaysia Securities Berhad. This report is made solely to the members of
the Company, as a body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the content of this report.

Bake? Tilly Mon
No. AF 0117
Chartered Accounfnts

Heng

. 578/05/1080/PH)

Kuala Lumpur

Date: §§ DEC 2009
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8. ACCOUNTANTS’ REPORT (Cont'd)
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BAKER TILLY

MONTEIRO HENG

INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF  Charterad Accauntants (a1 a117)
JINJIANG ZHENXING SHOES PLASTICS CO., LTD.

Company No. 350500400009750

(BIEXEMERLT) 22 Jalan Tun Sombanthon 3
470 Kuaia « Malaysla
(Incorporated in People’s Republic of China) phona £ 4863 2370 sbee

fax 1+603 2260 1708
amali :audit® irohang
www.montalroheng.com.my

com.my

Report on the financial statements

We have audited the accompanying financial statements of JINJIANG ZHENXING SHOES
PLASTICS CO., LTD. (WiLiXBERERLT), which comprise the balance sheet as at 31
December 2009 of the Company, and the income statement, statement of changes in equity and

cash flow statement of the Company for the financial year ended 31 December 2009, and a

summary of significant accounting policies and other explanatory notes, as set out on pages 5 to
44,

The financial statements of the Company prepared for the People’s Republic of China (“PRC™)
reporting purposes for the financial years ended 31 December 2006, 31 December 2007 and 31
December 2008 were audited by Xiamen Huafeng Associated, Certified Public Accountants of
PRC, and were reported on by the PRC auditors without any qualification.

Director's responsibility for the financial statements

The director of the Company is responsible for the preparation and fair presentation of these
financial statements in accordance with the Financial Reporting Standards in Malaysia. This
responsibility includes designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of financial statements that are free from material misstaternent,
whether duc to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

It is our responsibility to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with approved standards on auditing in Malaysia. Those
standards require that we comply with ethical requirements and plan and peform the audit to
obtain reasonable assurance as to whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgement,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal controls
relevant to the Company’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s intemnal controls. An audit also
includes evaluating the appropriateness of accounting policies used aud the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the
financiel statements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

\
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8. ACCOUNTANTS’ REPORT (Cont'd)

Campany No. 350500400009750

QOpinion

In our opinion, the financial statements have been properly drawn up in accordance with the
Financial Reporting Standards in Malaysia so as to give a true and fair view of the state of affairs
of the Company as at 31 December 2009 and of its financial performance and cash flows for the
financial year ended 31 December 2009.

Otber matters
This report is made solely to the member of the Company, as a body, in accordance with Section

174 of the Companies Act, 1965 and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the content of this report.

Bake? Tilly Monteiro
No. AF 0117
Chartered Accountan

Kuala Lumpur
pate: 28 APR 201
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBER oF MONTEIRO HENG

JINNANG ZHENXING SHOES & PLASTICS CQ., LTD. LA O (L COED
(FIRXEEERAH) . hamb
(Incorporated in People’s Republic of China) 22 Jalan Tou Sambrathaa 3

50470 Kuaia Lumpur, Maiayaia
phoan : +608 2274 KRR
fax t+40% 2240 1708

Report on the financial statements wwwimestahoneencommy’
We have audited the accompanying financial statements of JINJIANG ZHENXING SHOES &
PLASTICS CO., LTD. (B{L#X¥E¥H R 2 F]), which comprise the statement of financial
position as at 30 June 2010 of the Companty, and the statement of comprehensive income,
statement of changes in equity and statement of cash flow of the Company for the financial
period from 1 January 2010 to 30 June 2010, and a summary of significant accounting policics

and other explanatory notes, as set out on pages 5 to 41.

The financial statements of the Company prepared for the People’s Republic of China (“PRC™)
reporting purposes for the financial years ended 31 December 2006, 31 December 2007, 31
December 2008 and 31 December 2009 were audited by Xiamen Huafeng Associated, Certified
Public Accountants of PRC, and were reported on by the PRC auditors without any qualification.

Director’s responsibility for the financial statements

The director of the Company is responsible for the preparation and fair presentation of these
finencial statements in accordance with the Financial Reporting Standerds in Malaysia. This
responsibility includes designing, implementing snd maintaining internal controls relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Qur responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with approved standards on auditing in Mataysia. Those
standards require that we comply with ethical requirements and plan and paform the audit to
obtain reasonable assurance 2s to whether the financial statements are free from material
misstatermnent.

An audit involves peaforming procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgement,
including the assessinent of the risks of meaterial misstatement of the financial *statements,
whether due to frand or emmor. In making those risk assessments, we consider internal controls
relevant to the Company’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal controls. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
sccounting estimates made by the directors, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obiained is sufficient and appropniate to provide a
basis for cur andit opinion.

y 4n indepandant mambaer of
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Opinion

In our opinion, the financial staternents have been properly drawn up in accordance with the
Financial Reporting Standards in Malaysia so as to give a true and fair view of the state of affairs
of the Company as at 30 Junc 2010 and of its financial performance and cash flows for the

financial period from 1 January 2010 to 30 June 2010,

Other matters

This report has been prepared solely in connection with the proposed listing and quotation of the
entire enlarged issued and paid-up share capital of the holding company of the Company,
Maxwell International Holdings Berhad on the Main Market of Bursa Malaysia Securities
Berhad. This report is made solely to the member of the Company, as a body, and for no other
purpose. We do not assurne responsibility towards or accept liability to any other person for the

content of this report.

Baker Tilly Monteit Heng
No. AF 0117
Chartered Accountants

Hengfli Keng
No. J8/05/12 (3
Partner

Kuala Lumpur
Dat: 13 SEP 2010
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