M M axwel I [877480-X]

A. SELECTED EXPLANATORY NOTES TO THE UNAUDITED INTERIM FINANCIAL
REPORT FOR THE PERIOD ENDED 31 DECEMBER 2016

AR Z 2016 F 12 H 31 H AL w4 b HAWE 55 #4510 328 5 A i B

1. Basis of accounting and changes in accounting estimates £ & 52 FE

a)

b)

Basis of accounting 2>+ 3& At

The interim financial statements are unaudited and have been prepared in accordance with the
requirements of Malaysian Financial Reporting Standard (“MFRS”) 134 : Interim Financial
Reporting issued by the Malaysian Accounting Standards Board (“MASB”) 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 consolidated financial statements for the financial
year ended 31 December 2015 and the accompanying explanatory notes attached to this interim
financial report.

AP SRR R R F A%, I G 42 S SR P AR S5 4R A AE N (2 THAEN™) 134
T IV 554 5 R R S T O 2 A A R SR P SV AIE 5 A B T (R A8 B i)
9.22 Bt FTEIR, JRMP S S AR A 2015 4 12 H 31 HE #4560 % Hi R A b
T AN 55 1 AR UL .

Malaysian Accounting Standards Board (“MASB”) approved accounting standards
LR PG tHAE N B 2y ( “MASB” ) ftdE Rt HE

MFRSs, Amendments to MFRSs and IC Interpretations have been issued by the MASB and are
not yet effective as follows:

LR PG 2 T DU BE 2 ST, R ZE BT BT (M S5 HE ) A 1C ke n T

Effective for
financial periods
beginning on or

after
BRMEHEE T
7| H RS G

New MFRSs

BT 0S5 v )

MFRS 9 Financial Instruments <t T A 1/1/2018

MFRS 15 Revenue from Contracts with 1/1/2017
Customers
5% P WA R

MFRS 16 Leases 1/1/2019
FH 5%

Amendments/Improvements to

MFRSs

AT 503t 0 554 15 HE DD

MFRS 107 Statement of Cash Flows 1/1/2017
MEmER

MFRS 112 Income Taxes 1/1/2017
iEE
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N/ Maxwell....

Due to complexity, the financial effects of the above MFRSs, Amendments to MFRSs and IC
Interpretations are still being assessed.

BT BT (VS5 AREHED) ABAT (SR HEID) A IC R R 2s ik, W 55 w47
FEVPAG .

The management does not anticipate that the adoption of the above MFRSs will result in any
material impact to the financial statements in the initial adoption period.

EHZE IR AT IR T ok 78 S 4% i 5 v DU 7 I 55+ 3 TR) B R 9 2 77 AR AT A B2 K5
M,

2. Seasonality or cyclicality of operation Z= {58 & #iHE1E4E

The Group usually experienced lower level of production activities due to fewer working days
resulting from the Chinese New Year holidays in the first quarter of the year. However, the
subsidiary company, Jinjiang Zhenxing Shoes & Plastics Co. Ltd., had ceased its factory operations
in second quarter.

[R5 — R A UM, S SR RLB M 46 T b AR L AT, FAR, BHLIRMSE
WAIRAT, (R RECAEILT T EH.

3. Unusual items A3 5 EH I

Other than those disclosed in note B1, 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.

BRBHE B BFTlERAL, FEARZERE KIBUFEYI RS WA AT 5 SIS e AR ] 1 557, f £, e
AHER L, PRI I E.

4. Changes in estimates {12384k

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

£ 21 A U] 2245 IF Bl T A2 4L

5. Changes in share capital and debts &7 F& {5 4525 5)
(i) Share capital and debts f& 74 R 5 %%

There were no issuances, cancellations, resale and repayments of debt and equity securities for
the current financial period to date.
TE 2 B WABUAF B2 225 I8 WA RAT O e B A2 IR 5 55 S As.

(ii) Share buybacks / Treasury shares of the Company Z</A 5] [BI W i 47/ FEFE Y

During the current quarter, the Company did not purchase any of its own ordinary shares
from the open market.
KL, A IR A TT T I S

As at 31 December 2016, the Company held as treasury shares for a total of 1,139,400 of its
400,000,000 issued ordinary shares. Such treasury shares are held at a carrying amount of
RM387,500.

# 52016412 A31H, 72 7] M400,000,000 £ A& 47538 %, B AT A7 1,139,400, X AT
Ji% £4) N T 8 5 11387,500.
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6.

10.

11.

Segment Information 4% &

No separate analysis of segment information by business or geographical locations is presented as
the Group’s major business comprises the manufacture and sales of sports shoes. The Group’s
revenue, assets and capital expenditure are principally attributable to a single geographical region,
which is the People’s Republic of China (“PRC”).

TeAZl 55 73 8 et B A S B AT A5 R DRI AR R [T 1 2 D 55 B g i S s sl . A
ERIHON, B AR AT SCE R B R — B XS, BErh A N RILAIE.

Changes in the composition of the Group £ %I 284k,

There were no significant changes in the composition of the Group during the current quarter.

FEARZ=FERPIBOA RS AZ L.

Contingent liabilities or assets 4R ffi B ¥ =

Saved as announced in 19 July 2016, based on the announcement of court cases, a company named
“Zhenxing” (A subsidiary of Maxwell) is being sued by certain parties due to a dispute on the
loan contracts. The Defendants in the case involve Zhenxing as the borrower, Madam Li Kwai
Chun (the Executive Director of Maxwell) and two others as the guarantors.

7E 2016 4 2 H 17 HAY, RTERZBUHAASE, —KLNWM (EHBTFAF) =g
EiF, HTERKAERMLY . KRS ELIRMERNERN, BHEALL (GEEPIT=
H) RHAL L HELEN

Capital commitments B A& %

No material commitments for capital expenditure of the Group were incurred for the current quarter
under review.

TATE AL M T ATT S K

Significant related party transaction & KXEBET3E 5

Current
Current quarter year-to-date
(BFE) EEiE=IESY
RM’000 RM’000
Sales to a related party (#4825 <H7) - 2,655

All sales contracts 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.

PR BB B & R T SR IR 48 b 5 A C ST 5%k SR e 5 AR R T5 22 S I JoE R
2 o

Subsequent events B J& & 4 I 4F

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.

AR T LA BOU R 0 5 KR R 2R IS R S R B P A o
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12. Dividends & &

No dividends were declared by the Group for the current quarter.

REP T AT L T EAEIE.

THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK
UETHIRR e85 B BT
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B.

INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD UNDER
LISTING REQUIRMENTS KG32 & E T ERKIE R

Review of the performance of the Group Z<£E Bl £ AR TF

The Group recorded revenue of RM14.1 million and loss after taxation (“LAT”) of RM88.2 million
respectively for the financial year-to-date.

AR BRI BT 224 HUS 1 1,410 5 78 1078 A e B 118,820 73 Ju I AL A 5 43t

The revenue of RM14.1 million represents a decrease of 92.7% as compared to the revenue of
RM194.2 million recorded for the financial year ended 31 December 2015 ("FYE 2015").

BV T 1,410 15 JeAR R 20 92.7%, AH ELAE20154212 H 31 H M BUHE], 119,420 77 JC.

The decrease in revenue for the current quarter was in line with the Group's decrease in number of
pair of sports shoes sold. This was within the Group’s expectation due to unstable global economic
climate that is likely to affect consumer spending. Furthermore, due to challenging business
environment in China, a subsidiary company, Jinjiang Zhenxing Shoes & Plastics Co. Ltd., has
ceased its factory operations in second quarter. The overall decrease in revenue was partly offset by
the conversion of average exchange rate from RMB 1: RMO0.6200 in FYE 2015 to RMB 1:
RM0.6240 in FYE 2016.

HHT 2R FE N R RS A BN AT BRI S R X RAEARERINFUH N, £
T RIREFHEATEE, FIRE MR 28 1 . sah, i TR B EEH R
WERER, 758 — 7 an], ELRMXEBEEIRAR, C&aFiIk T L) 8. BEEWHI
IR/ WA 3 53 B0V 2R A M R S M R4, P37 30 A 2015 AR I BU A 1 AR M 7,5 i 0.6200
F 2016 B 1\ BT 55 T 0.6240.

Other income EAtI\

Other income mainly comprises of interest income and foreign exchange gain. Foreign exchange
gain, interest income and waiver of debts from other payables accounted for 59.9%, 10.0% and
12.8% respectively of total other income for FYE 2015. In FYE 2016, foreign exchange gain and
interest income accounted for 34.0% and 64.9% respectively of total other income.

HARY N E EAFER BRI SRS . 78 2015 4EIAEUHA], I saik s, FE AR Ath &
ST 2R ik 5%k 4 43 1) o A IS N S 45111 59.9%, 10.0%F11 12.80%. 7 2016 4FIFBAA], 1 sk
s AAE N 4331 5 FHAR BN S AT 34.0% 41 64.9% .

Selling and distribution expenses 446 & 434532

Selling and distribution expenses comprise mainly salaries, exhibition & promotion, design and
development, testing and other related expenses. Between FYE 2015 and FYE 2016, the overall
selling and distribution expenses decreased by approximately RM62.8 million from RM63.2 million
in FYE 2015 to RMO0.4 million in FYE 2016. The decrease was mainly due to retail business has
ceased operation.

BE LT R A T, BN, Wik, Ml S AR OC . B A & J
IR SR> 2 55 116,280 1 78, M20154E I BUYI IR ) 1 1116,320777 78 42 20164 I BUY A ) T
4073 7C. Il EESR TRBIFE LG OfFEbeE .
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Administrative ExpensesfTEIFF 3%

Administrative expenses comprises mainly salaries and staff-related expenses of general
administrative staff, depreciation charges for buildings and office equipment, amortisation of land
use rights, telecommunication expenses, rental expenses and other general office overheads.
Between FYE 2015 and FYE 2016, the overall administrative expenses decreased by approximately
RM10.6 million from RM15.3 million in FYE 2015 to RMA4.7 million in FPE 2016. The decrease
was mainly due to retail business and OEM/ODM of sports shoes have ceased operation.

ITBOT 3L F B R —BATEN A M B TR S H &, @AM A RATIH, Al B,
S, METF 2 KM — A B 9% A . 20154E 12016 4R A WU [A], B4R F 47 U 2 k2>
211,111,060 737G, M20154E A BUA I /111,530 75 76 45 20 164 W A 18] (¥ 5 1 47077 JC. ¥k
FER T HEFAZ % FOEM / ODMIZ3h i LU IEAE .

Other expenses HAFF

Other expenses comprise mainly foreign exchange loss and impairment losses. Unrealised foreign
exchange loss and impairment losses of assets in retail business accounted for 43.3% and 55.5%
respectively of other expenses for FYE 2015. For FYE 2016, impairment of property, plant and
equipment, impairment of land use right and impairment of trade receivables accounted for 59.9%,
18.4% and 19.9% of other expenses respectively, mainly due OEM/ODM of sports shoes have
ceased operation.

HARTT 37 3 BEAIE I S0 e FIRE 17 2 o 7E20154F, A SIS0 45 2 A K AV 4% % 7= 1)
PRAE A o Fofh 3 1943.3 % 1¢55.5% . 1E20164F A B ], Wb, 5 S % #% IR AE 1] &,
b A FE RSP A R A T R DR AL 7 4 9 1) 159.9%,18.4% 1% 19.9%, = E & i T SEHIOEM /
ODMizsh# 1L 4 E .

Loss before taxation®i 5 =

The Group recorded a loss before taxation of RM88.2 million for the current year as compared to
loss before taxation in preceding year of RM62.3 million.

ARG BIA A FEBL AT 5 $2 1 118,820 73 7, A1 FUAE L — S AH M. (4 FE R T 5 42 116,230 75 .

The loss before tax was primarily due to impairment of property, plant and equipment, impairment
of land use right and impairment of trade receivables. Furthermore, the main subsidiary company
has ceased its factory operations.

BT 10 222t T, ) s R vt VR AR e, s AL A AT SO R i 1 T 4
IAh, FEF AR CARFIL T T BE.

2. Variation of results against immediate preceding quarter Xttt E—ZFF K12 5h45 3

Current quarter Preceding quarter
(K2 (L—=)

31/12/2016 30/9/2016

RM’000 RM’000
Revenue £ LA - -
(Loss)/Profit before taxation Fi A1 (42 2% )/ &2 F| (75,070) (4,278)
(Loss)/Profit after taxation £ J& (1515<)/ 24 | (75,070) (4,278)
Profit/(Loss) before taxation margin £ i £ 1] N/A N/A
[CIPSES
Profit/(Loss) after taxation margin i J5 & ) N/A N/A
I(#R) 2

N/A : Not applicable
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Save as disclosed under notes A2, the Group’s other quarter results are not affected by any
significant seasonal and cyclical factors. However, the Company has made an impairment of
property, plant and equipment, impairment of land use right and impairment of trade receivables as
disclosed under B1.

PR iR e A2, AR BRI SAN 2 52 2R AT I 52 6 22755 AR SR s 0. AR T, AR ]
CUPE BLERERPN, | 7 B v 2 RO R v 4, b sl FHAST D i AR AR AT K D AL 7 5 o

3. Prospects for FYE 2017 (J8¥ 2017 4F)

Our Group cautions about the long-term growth potential of the sportswear market and increasing
labour costs. Pursuant to an assessment by the management of the Group, a subsidiary company,
Jinjiang Zhenxing Shoes & Plastics Co. Ltd., had ceased its factory operations. The Group is of the
view that the restructuring is in the best interest of the Company.

A5 AR AR T ol 25 T 32 BRI A A0 55 30 70 A I N . AR A SR 1 B IR AT 1P
fli, Toaw, ELIRMXEBARAR, oaFIE T L) &8, fE N, BEAMNAEL AN K

ek

4. Profit forecast and guarantee (ZF TR 5 £751E)

No profit forecast or guarantees were previously announced and disclosed by the Group in any
public document.

AN IAE CART AR AR 22 A7 R i (18 23 TF SO AR i A T B R

5. Loss before taxation (BT 2%)

Current
Current quarter year-to-date
(K2 CUFTFEYI 2R S)
RM’000 RM’000
After charging (f&1c F%1)5): -
Amortisation of land use rights (35 AL FE4H) 204 804
Depreciation (#71H) 42 1,791
Impairment of land use rights (35 F A AR AE) 15,259 15,259
Impairment of property, plant and equipment (4 46,620 49,798
M, T B A% )
Impairment of trade receivable (WK 2 Ja e 16,566 16,566
#)
After crediting (521 F41J5): -
Foreign exchange gain (7L 54U 2i3) (560) (1,796)
Interest income (FLEUN) (104) (104)
6. Income tax charge (FT88i %% H)
Current
Current quarter year-to-date
(ARZERE) CHHTHEHI 2 S)
RM’000 RM’000
PRC income tax (14 N EFLATE FriSHt) - -
Malaysia income tax (& 76 3 fr £95%) - (1)
- 1)
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PRC income tax is purely from OEM/ODM of sport shoes business.
rhe N RN [ Fr S B 2000 2 ). OEM / ODM iz 3l 4 [k 55

Pursuant to the PRC Enterprise Income Tax: Law passed by the Tenth National People’s Congress
on 16 March 2007, the new tax rates for domestic enterprises and foreign investment enterprises are
standardised at 25% and took effect on 1 January 2008.

AR e N RILAE SR T 2007 4 3 H 16 HEHa4eE NRRELRSES, ANE
AL AR R R A BT BRAE 25%, 3T 2008 4E 1 A 1 HAERL

Save as disclosed under notes B1, the Group’s effective tax rates for the current quarter and
financial year-to-date were 0% and 0% respectively, which were different from the statutory tax
rate of 24%.

PR FEAE BLAERIFEA TR NI BUEYI B4 KL 0% 0%, ANFETI%ER K
24%.

As at 31 December 2016, no provisions were made for deferred tax as the 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.

BE 2016 4F 12 H 31 H, A WHIE GBI i T A 4R [B1 -0 3 K8 I Z2 AT ] A 2 B
A 5K S, 3R 95 4 37 AR 38 S I A9 85 93 7 i A7 £k

7. Status of corporate proposals and utilisation of proceeds £V & BCIRZAS FI ¥ 4 48

e Corporate Proposal )NV
No corporate proposal has taken place up to the date of this Report.

A CRA A CE E AR H .

e Utilisation of proceeds FT5 2k I K14 FH
The gross proceeds from the Public Issue amounting to RM34.4 million are expected to be fully
utilized in the following manner:

WA TFERATE LT R BUAE S M 34.4 | 5o Tk # LT 0 e o FL A

Estimated Proposed Actual Deviation | Remark
timeframe for  utilisation utilisation Amount £
utilisation BWAEH SRR RZEE
upon Listing RM’000 RM’000 RM’000
£ EWHuHE
PR IR
() Expansion of our production 60 months 12,000 2,396 9,604 #1
capacity and upgrading of A
existing production facilities
IR A B8 ST RT3
A AT Bt
(i) Increase our product design 24 months 6,000 6,000
and development efforts and ™~H
expansion of product range
PR IRAT ™ S BRI R L
YRR R i Ve [
(i) Working capital purposes 12 months 9,675 9,675
HiaHEH®E ™A
(iv)  Listing expenses Upon Listing 6,750 6,750
EHH =l i)
Total proceeds & &4 34,425 24,821 9,604
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#1. Jinjiang Zhenxing Shoes & Plastics Co. Ltd., (“Zhenxing Shoes”), a wholly-owned subsidiary of
the Company, had through tendering process, tendered an industrial vacant land with 50 years of
land use rights in Henan Province. The land is located at South Wei 6 Road, East He Qi Dadao in
Qixian County, Hebi City, Henan Province, the People’s Republic of China. However, due to
uncertain economic situation in China, the completion of construction is on-hold.

BRI EEA IR A 7] (PR MEE™), A AR A5 7 A w], R B A I AR e fobn—
50 A s B b7 B i, 2 s b R R e RS BE TV AN ER R N, UK
TGRSR, H T EAS TR ARIAE, i E eI,

8. Group borrowings and debt securities £ FIfi 2k & i %iESS

There were no borrowings and debts securities in the Group as at 31 December 2016.

AL E 2016 4F 12 H 31 HEA S KA H 5 1E .

9. Off-balance sheet financial instruments risks % 7= 4 £ 3 41 i 4 B T2 KU

There were no financial instruments with material off balance sheet risk at the date of issue of this
quarterly report.
EAZEERE H, %A & T HA =R MR s i & m T H XK,

10. Changes in material litigation B XYFIAKIZRAL

Saved as announced in 19 July 2016 and disclosed under notes A8, 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 are not aware of any pending or threatened proceedings which may give
rise to any proceedings which might materially and adversely affect the financial position or
business of our Group.

FRPE 2016 4F 7 H 19 HAH MK ERAE A8 A E AR H AL B0 N FE TG e AE R o i
A ATV AT B, VRS, b BT T T o5 T VR 3o et A 85 R (10 0 550K 00 7 A TR B A 2
) AN A AR R PR BB R, W] R 1 AT P R 16 i E KA 5 Wi A 4R (41 1) I 55 1R
golk %5

11. Earnings per share & & F

The basic earnings per share are computed based on the Group’s net (loss)/profit for the year
divided by the weighted average number of shares in issue:

B IBEHEAS BN T S X A B [T 8] 14 19 (453 5% AR B3k DA LR AT IBEAR AT #4 IBE K

INDIVIDUAL QUARTER CUMULATIVE QUARTER
(FAFH) (A=)
Preceding year Preceding year
Current corresponding  Currentyearto  corresponding
quarter quarter date quarter
(AZEE) (B HERFE)  (FREEES) (B FEFRY)
31/12/2016 31/12/2015 31/12/2016 31/12/2015
Net profit/(loss) for the (75,070,303) (3,831,014) (88,162,430) (65,156,078)
period
FAIEIHR) (RM)
Weighted average number
of shares in issue 398,860,600 397,663,340 398,860,600 397,663,340
B35 2 RAT I A
Basic earnings/(loss) per (18.82) (0.96) (22.10) (16.38)
share (sen) 2 AN & /i (432
)M zs (filn)
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12.

13.

As of 31 December 2016, the Group has 199,430,300 of warrant in issue, which entitles the holders
the rights for conversion into one (1) ordinary share for every one (1) warrant at an exercise price of
RMO0.40 each. This gives rise to potential ordinary shares which, upon conversion, could result in
dilution to earnings per share in future financial periods.

B2 2016 4F 12 7 31 H, AHERIKAT 199,430,300 M FAREGIE, EWT7FH N AU
Fetb— (O FaBast— (O IWBBUE, THEMAERR ST 040, X5|E /£ TR 4
B, ATRE SRR I EU 8] 3 BUR R AR AU At

In accordance with MFRS 133, options and warrants have a dilutive effect only when the average
market price of ordinary shares during the period exceeds the exercise price of the options and
warrants (i.e. they are ‘in the money’).

IR S5 HEI 133, HIBURIABBGIEA MR AR, R A 25 3 e ey 1] ) P 24 3 4y
RO T HIBCRI BBGIE A AT AL (Bl 2SR

The volume-weighted average market price of the Company’s ordinary shares during current
quarter was lower than the warrant exercise price. As such, the issued warrants are not regarded as
dilutive and accordingly, no diluted earnings per share is being presented for the current quarter
under review.

23 ) AR 2 2 A B NG BT i B AR TN BRBGEAT A o BRI, AT BIIA AL
UEABAR A MR, Ik, 28023 R e & A T o 2.4

Retained earnings {R & &
Our Group’s realised and unrealised profits/losses as at 31 December 2016 and at 30 September

2016 were as follow: -
AL C AR B A AR AR BRI A7 S 8 & 2016 4F 12 F 31 H A1 2016 £ 9 H 30 Hun F:-

Current quarter Preceding quarter
(RZE) (L—7F)
31/12/2016 30/9/2016
RM’000 RM’000
Total retained earnings of Maxwell and its subsidiaries
E=3 NN /NS TR S R I BT
- Realised & A8 31, 90,631 169,804
- Unrealised A2 1,804 1,236
92,435 171,040
Add Jin/Less 73 Consolidation adjustments & 31 % 86,437 82,873
Total retained earnings of Maxwell and its subsidiaries
as per consolidated accounts
28 107 )3l S H A AR B B R S AR R R B TR H 178,872 253,913

Audit report of the Group’s preceding annual financial statements

AL EERM FHRBENHTHRE

Our Group’s audited consolidated financial statements for the financial year ended 31 December
2015 have been audited. However, it was disclaimer of opinion in the auditors' report.

AR 2015 4F 12 H 31 WM S EREA T IR G W SR I L oF. S8, £ THIl

R IR E L.
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The Company has triggered the prescribed criteria pursuant to Paragraph 8.04 and Paragraph 2.1 (d)
of Practice Note 17 (“PN17”) under the Main Market Listing Requirements of Bursa Malaysia
Securities Berhad (“Bursa Securities”). Hence, the Company is considered as a PN17 company.

AN T Ef R DRI ST E BT E N ER T, WIESE 8.04 BAISZ R 17
(“PN17”) #5 2.1 (d) BUHUEMIHEN .. Kk, ARAFBAAAN PNL7 AF] .

The PN17 criteria was triggered as the Auditors have expressed an adverse or disclaimer opinion in
the Company’s latest audited financial statements for the financial year ended (“FYE”) 31
December 2015 which was announced on 3 August 2016 (“First Announcement”).

1% PNL7 7R A ik 5 A o IR o6 2 & el — BT U FE 45 3R 2015 4F 12 H 31 HE® 111
0 55 HR  ANF) Bl S T A B R 0, 7F 2016 4E 8 F 3 H (“|5— A1) A,

THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK
UETHIFER i PR B
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