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A. SELECTED EXPLANATORY NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT FOR THE PERIOD ENDED 30 JUNE 2009

1.  Basis of accounting and changes in accounting estimates 
a) Basis of accounting 
The interim financial statements are unaudited and have been prepared in accordance with the requirements of International Accounting Standard (“IAS”) 34 : Interim Financial Reporting and paragraph 9.22 of the Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements, and should be read in conjunction with the Group’s audited combined financial statements for the financial year ended 31 December 2008, Prospectus dated 30 July 2009 and the accompanying explanatory notes attached to this interim financial report.
b) Changes in accounting policies

On 1 January 2009, the Group adopted the new or revised International Financial Reporting Standard (“IFRS”) and interpretations that are mandatory for application on that date. Changes to the Group’s accounting policies have been made as required, in accordance with the transitional provisions in the respective IFRS.

The following are the new or amended IFRS adopted by the Group: 
	IAS 1 (Revised 2008)
	Presentation of Financial Statements 

	Amendments to IAS 1 (revised 2008)
	Amendments relating to puttable financial instruments and   obligations arising on liquidation

	IAS 23 (Revised)
	Borrowing costs

	Amendments to IAS 32
	Amendments relating to puttable financial instruments and obligations arising on liquidation

	IFRS 8 
	Operating Segments


The adoption of the above IFRS and interpretations did not result in substantial changes to the Group’s accounting policies nor any significant impact on these interim Combined Financial Statements except for a revision in the titles of some of the financial statements primary statements and IFRS 8 which requires disclosure of information about the Group’s operating segments. The Group determines that the reportable operating segments are in accordance with IFRS 8.

At the date of this report, certain new standards, amendments and interpretations to existing standards have been published and are mandatory for the Group’s accounting periods after 1 January 2009 or later periods and which the Group has not early adopted.

The management does not anticipate that the adoption of the above IFRSs (including consequential amendments) and interpretations will result in any material impact to the financial statements in the period of initial application.
2. Seasonality or cyclicality of operation
The business of the Group was not affected by any significant seasonal and cyclical factors during the period under review.
3. Unusual items

There were no unusual items affecting the assets, liabilities, equity, net income or cash flows of the Group for the current quarter and financial year-to-date.

4. Changes in estimates 

There were no material changes in estimates for the current quarter and financial year-to-date.

5. Changes in share capital and debts 

Save as disclosed below, there were no issuances, cancellations, resale and repayments of debt and equity securities for the current financial year to date.

	Date 
	Particulars
	Number of Shares
	USD

	18/09/08
	Incorporation
	-
	-

	14/10/08
	Issue with nil paid
	100
	-

	28/05/09
	100 shares were paid-up via cash consideration of USD1.00 and consolidated of every 5 existing ordinary shares
	20
	1.00

	15/07/09
	Issued pursuant to Acquisition of Paksing
	302,399,980
	15,120,000

	18/08/09
	Issue pursuant to the Public Issue
	57,600,000
	2,880,000

	
	
	360,000,000
	18,000,000


6. Dividends

No dividends were declared by the Group for the current quarter.
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7. Segment Information

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Business Segments
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	Cumulative Second Quarter ended 30 June 2009

	
	
	
	
	
	

	 
	 
	 
	 
	 
	TPR
	RB
	MD1
	MD2
	 

	 
	 
	 
	 
	Note
	Shoe soles
	Shoe soles
	Shoe soles
	Shoe soles
	TOTAL

	 
	 
	 
	 
	 
	RMB'000
	RMB'000
	RMB'000
	RMB'000
	RMB'000

	Revenue:
	 
	 
	 
	 
	 
	 
	 

	- external sales 
	 
	 
	20,537 
	3,864 
	82,221 
	77,022 
	183,644 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Results:
	 
	 
	 
	 
	 
	 
	 

	Interest income
	 
	 
	10 
	2
	40 
	37
	89 

	Interest expenses
	 
	 
	60 
	11
	247 
	231
	549 

	Depreciation and amortisation 
	 
	463 
	84
	1,894 
	1769
	4,210 

	Segment profit
	 
	
	 
	 
	5,982 
	1,088
	24,474 
	22,842
	54,386 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Assets:
	 
	 
	 
	 
	 
	 
	 
	 

	Additions to non-current assets
	A
	187 
	34 
	766 
	715 
	1,702 

	Reportable segment assets
	 
	 
	21,863 
	3,975 
	89,439 
	83,476 
	198,753 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Reportable segment liabilities
	 
	 
	8,573 
	1,559 
	35,070 
	32,732 
	77,934 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	As at 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	30 June 2009

	 
	 
	 
	 
	 
	 
	 
	 
	 
	RMB'000

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Profit or loss
	 
	 
	 
	 
	 
	 
	 

	Total profit for reportable segments
	 
	 
	 
	 
	54,386 

	Unallocated other incomes
	 
	 
	 
	 
	 
	 
	76 

	Unallocated other expenses
	 
	 
	 
	 
	 
	(117)

	Profit from operations
	 
	 
	 
	 
	 
	 
	54,345 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Assets
	 
	 
	 
	 
	 
	 
	 
	 

	Total assets for reportable segments
	 
	 
	 
	 
	198,753 

	Unallocated asset
	 
	 
	 
	 
	 
	 
	39,303 

	Group assets
	 
	 
	 
	 
	 
	 
	238,056 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Liabilities
	 
	 
	 
	 
	 
	 
	 

	Total liabilities for reportable segments 
	 
	 
	 
	 
	77,934 

	Unallocated liabilities
	 
	 
	 
	 
	 
	 
	66,264 

	Elimination of Intercompany balance 
	 
	 
	 
	 
	(9,189)

	Group liabilities
	 
	 
	 
	 
	 
	 
	135,009 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Business Segments
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	Second Quarter ended 30 June 2009

	
	
	
	
	
	

	 
	 
	 
	 
	 
	TPR
	RB
	MD1
	MD2
	 

	 
	 
	 
	 
	Note
	Shoe soles
	Shoe soles
	Shoe soles
	Shoe soles
	TOTAL

	 
	 
	 
	 
	 
	RMB'000
	RMB'000
	RMB'000
	RMB'000
	RMB'000

	Revenue:
	 
	 
	 
	 
	 
	 
	 

	- external sales 
	 
	 
	11,699 
	2,071 
	45,905 
	42,393 
	102,068 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Results:
	 
	 
	 
	 
	 
	 
	 

	Interest income
	 
	 
	6 
	1
	23 
	21
	51 

	Interest expenses
	 
	 
	36 
	6
	144 
	134
	320 

	Depreciation and amortisation 
	 
	237 
	43
	941 
	875
	2,096 

	Segment profit
	 
	
	 
	 
	3,405 
	611
	13,513 
	12,572
	30,101 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Assets:
	 
	 
	 
	 
	 
	 
	 
	 

	Additions to non-current assets
	A
	126 
	23 
	500 
	465 
	1,114 

	Reportable segment assets
	 
	 
	22,487 
	4,033 
	89,223 
	83,010 
	198,753 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Reportable segment liabilities
	 
	 
	8,817 
	1,582 
	34,986 
	32,549 
	77,934 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	As at 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	30 June 2009

	 
	 
	 
	 
	 
	 
	 
	 
	 
	RMB'000

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Profit or loss
	 
	 
	 
	 
	 
	 
	 

	Total profit for reportable segments
	 
	 
	 
	 
	30,101 

	Unallocated other incomes
	 
	 
	 
	 
	 
	 
	66 

	Unallocated other expenses
	 
	 
	 
	 
	 
	(115)

	Profit from operations
	 
	 
	 
	 
	 
	 
	30,052 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Assets
	 
	 
	 
	 
	 
	 
	 
	 

	Total assets for reportable segments
	 
	 
	 
	 
	198,753 

	Unallocated asset
	 
	 
	 
	 
	 
	 
	39,303 

	Group assets
	 
	 
	 
	 
	 
	 
	238,056 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Liabilities
	 
	 
	 
	 
	 
	 
	 

	Total liabilities for reportable segments 
	 
	 
	 
	 
	77,934 

	Unallocated liabilities
	 
	 
	 
	 
	 
	 
	66,264 

	Elimination of Intercompany balance 
	 
	 
	 
	 
	(9,189)

	Group liabilities
	 
	 
	 
	 
	 
	 
	135,009 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


8. Subsequent events

Save as disclosed under notes A5 and B8, there were no material events subsequent to the end of the financial period under review that have not been reflected in this quarterly report as at the date of this report. The Group is expected to be listed on Main Market of Bursa Malaysia on 19 August 2009.

9. Changes in the composition of the Group

There were no changes in the composition of the Group during the current quarter.
10. Contingent liabilities or assets

No material contingent liabilities and assets, which upon becoming enforceable may have a material effect on the financial position of the Group since the last annual balance sheet date.
11. Property, plant and equipment

The Group acquired an additional of property, plant and equipment amounting to RMB1.1 (RM0.6) million and RMB1.7 (RM0.9) for current quarter and financial year-to-date, respectively.
12. Capital commitments
No material commitments for capital expenditure, which upon becoming enforceable may have a material effect on the financial position of the Group for the current quarter under review.

13. Significant related party transaction 

	
	Current Quarter
	Current Year-to-date

	
	RMB’000
	RM’000
	RMB’000
	RM’000

	
	
	
	
	

	Rental paid to a related party
	273
	141
	546
	283
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B. INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD UNDER LISTING REQUIRMENTS
1. Review of the performance of the Group
Assumed that the Group has existed in this quarter, the Group recorded revenue of RMB102.1 (RM52.9) million and profit after taxation of RMB26.3 (RM13.6) million for the current quarter and RMB183.6 (RM95.3) million and RMB47.5 (RM24.7) million for the financial year-to-date.
2. Variation of results against immediate preceding quarter

No applicable as this is the first set of interim financial report prepared and the Group has only existed on 15 July 2009.
3. Prospects for FYE 2009

For the first quarter of 2009, China’s GDP registered a growth of 6.1% compared to the first quarter of 2008. China is forecasted to achieve a continuing growth of 8.3% in 2009 while many more advanced countries expect very low (e.g. US at 0.1%, Japan at 0.5%) or negative (e.g. United Kingdom at - 0.1%) GDP growth for 2009.

In addition, with an economic slowdown, there is a possibility that domestic mass-market consumers in China would trade down from buying overseas-branded sports shoes to buying relatively-lower-priced local-branded sports shoes for sporting and daily wear as the overall quality of local-branded China-made sports shoes have improved over time. 

As such, manufacturers whose main markets are in China would be in a better position to ride through the current global economic slowdown. The relatively better outlook is further boosted by the large population of China, which registered 1.3 billion persons in 2007. 

Our Board of Directors is optimistic about the prospects of our Group, and the outlook of the sports-footwear industry for the remaining periods to the end of the financial year.
4. Profit forecast and guarantee

No profit forecast or guarantee were previously announced and disclosed by the Group in a public document.
5. Income tax charge
	
	Current Quarter
	Current Year-to-date

	
	RMB’000
	RM’000
	RMB’000
	RM’000

	
	
	
	
	

	PRC income tax
	3,763
	1,952
	6,798
	3,526


The effective tax rate of the Group for the current quarter was 12.7% and for the financial year-to-date was 12.6% as compared to the current Enterprise Income Tax (EIT) rate of 25.0%. The lower effective tax rate was due to Baxings enjoying an EIT rate of 12.5% up to 31 December 2010 under Regular Tax Reduction and Exemption Treatment” (二免三减半).
6. Sales of unquoted investments and/or properties

No sales of unquoted investments and/or properties of the Group in the current quarter and financial year-to-date.
7. Purchase or disposal of quoted securities

No purchase or disposal of quoted securities by the Group in the current quarter and financial year-to-date.
8. Status of corporate proposals and utilisation of proceeds
In conjunction with, and as an integral part of our Listing, we undertook the Listing Scheme, which involves the following: -

(a) Consolidation and Increase In Authorised Share Capital

On 28 May 2009, we effected a consolidation of every five (5) existing ordinary shares of US$0.01 each in our authorised and issued share capital into one (1) ordinary share of US$0.05, resulting in an authorised share capital of US$10,000 divided into 200,000 shares of US$0.05 each and an issued share capital of US$1.00 divided into 20 shares of US$0.05 each.

Following the Consolidation, we increased our authorised share capital from US$10,000 divided into 200,000 ordinary shares of US$0.05 each to US$50,000,000 divided into 1,000,000,000 ordinary shares of US$0.05 each.

(b)
Acquisitions 

(i)
Acquisition Of Paksing

Pursuant to the Share Sale Agreement dated 6 April 2009 entered into by our Company and the vendors of Paksing (“SSA”) and Supplemental Agreement dated 29 May 2009 entered into by the parties to the SSA (collectively, the “SSA Agreements”) and Redeemable Convertible Loan Stock (“RCLS”) Agreements, we acquired the entire issued and fully paid-up share capital of Paksing, comprising 12,175 ordinary shares of HK$1.00 each in Paksing, for an aggregate purchase consideration of US$15,119,999, which was wholly satisfied by the issuance of an aggregate of 302,399,980 new Multi Sports Shares each credited as fully paid-up, at par value of US$0.05 per Share. 
Pursuant to the SSA Agreements, the specified vendors of Paksing, namely Lin Huozhi (65.71% shareholding) and Leung Sing Kit (16.43% shareholding of which is being held by Leung Sing Kit in trust for Lin Huozhi under a trust agreement dated 5 June 2003) agreed and directed that all 248,401,273 new Multi Sports Shares to which they were entitled be issued and allotted by Multi Sports to the persons / entities and in the proportion set out below: -

	Name
	Place of incorporation / nationality
	Number of Multi Sports Shares allotted

	Power Wide*
	BVI
	201,601,273

	Lim Geok Tin
	Singaporean
	17,100,000

	Fortune United Investment Limited
	BVI
	13,500,000

	Supreme Business Investments Limited
	BVI
	10,800,000

	Houton Limited
	BVI
	5,400,000

	 
	Total
	248,401,273


Note: -

* 
Power Wide is wholly-owned by Lin Huozhi.
Pursuant to the RCLS Agreements and subsequent to the Acquisition Of Paksing, GGMC, as one of the vendors of Paksing, was issued 53,998,707 new Multi Sports Shares.
The purchase consideration of US$15,119,999 for the Acquisition Of Paksing was agreed upon based on a willing-buyer willing-seller basis, after taking into consideration the combined financial position of Paksing and Baixing as at 31 December 2008.

The 302,399,980 new Shares issued pursuant to the Acquisition Of Paksing rank pari passu in all respects with all then existing ordinary shares of Multi Sports and carry all rights to receive in full all dividends and other distributions declared and paid subsequent to the allotment thereof.

The completion of the Acquisition Of Paksing on 15 July 2009 resulted in the issued share capital of Multi Sports increasing from US$1 comprising 20 Shares to US$15,120,000 comprising 302,400,000 Shares.

(ii) 
Acquisition Of Multi Sports Shares By Power Wide

Subsequent to the completion of the Acquisition Of Paksing, on 15 July 2009, Power Wide acquired the 20 Shares that was held directly by Lin Huozhi, for a nominal amount of US$1.00, which was wholly satisfied by cash, on a willing-buyer willing-seller basis.    

(iii)
Public Issue

Our Group will implement 18,000,000 public issue shares via public offering.


(iv)
Proposed Listing  
Subsequent to the Public Issue, our Group proposes to seek the listing of and quotation for its entire enlarged issued and paid-up share capital of 360,000,000 on Main Market of Bursa Securities.
(c) Utilisation of proceeds
The Public Issue is expected to raise gross proceeds of RM48.96 million, which shall accrue to us. We intend to utilise the proceeds raised in the following manner: -

	
	
	Estimated timeframe for utilisation upon Listing
	Amount

RM’000

	(i)
	Expansion of production capacity
	Within 24 months
	30,000

	(ii)
	Expansion of sales and marketing network in China
	Within 18 months
	3,960

	(iii)
	Advertising and branding
	Within 24 months
	3,000

	(iv)
	Enhancement of product development capabilities
	Within 24 months
	4,000

	(v)
	Working capital
	Within 24 months
	1,000

	(vi)
	Estimated Listing expenses
	Immediate
	7,000

	
	Total proceeds
	
	48,960


9. Group borrowings and debts securities 

Our Group’s borrowings and debts securities as at 30 June 2009 were as follow : -

Short term borrowings and debts securities 

RMB’000
RM’000
Bank loans - secured



    
     20,000
  10,356



.
10. Off-balance sheet financial instruments risks

As at the date of this report, we do not have nor are we using any financial instruments.
11. Changes in material litigation

As at the date of this report, our Group is not engaged whether as plaintiff or defendant in any legal action, proceedings, arbitration or prosecution for any criminal offence, which has a material effect on the financial position of our Group, and our Directors do not aware of any proceedings pending or threatened or of any fact likely to give rise to any proceedings which might materially and adversely affect the financial position or business of our Group.

12. Earnings per share

Basic and diluted earnings per share are calculated based on the assumptions that  enlarged share capital of 302,400,000 ordinary shares to be issued and profit attributable to equity holders and the completion of the consolidation and acquisition had taken place on or before 1 Jan 09. 
13. Audit report of the Group’s preceding annual financial statements 

Our Group’s audited combined financial statements for the financial year ended 31 December 2008 were not subject to any audit qualification and highlighted with an emphasis of matter that the combined financial statement did not incorporate the financial statements of Multi Sports Holdings Ltd, the proposed listed company, as the reorganisation exercise had not been completed at the date of the audit report. Our subsidiary, Paksing’s audited financial statements for the financial year ended 31 December 2008 were qualified arising from the disagreement about the non-preparation of consolidated financial statements, but our principal auditors had considered the qualification of the financial statement and were of opinion that there will not be any material impact on their opinion on the combined financial statements.


