EXTRACTED FROM THE INDEPENDENT AUDITOR’S REPORT TO THE AUDITED
FINANCIAL STATEMENTS OF GS HOLDINGS LIMITED FOR THE FINANCIAL YEAR
ENDED 31 DECEMBER 2018

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of GS Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 10 to 59, which comprise the statements of financial position
of the Group and of the Company as at 31 December 2018, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes in equity and consolidated statement
of cash flows of the Group and the statement of changes in equity of the Company for the financial year
then ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements of the Group and the statement of
financial position and statement of changes in equity of the Company are properly drawn up in accordance
with the provisions of the Companies Act, Chapter 50 (the “Act”) and Singapore Financial Reporting
Standards (International) (“SFRS(I)”) so as to give a true and fair view of the consolidated financial position
of the Group and the financial position of the Company as at 31 December 2018 and of the consolidated
financial performance, consolidated changes in equity and consolidated cash flows of the Group and of the
changes in equity of the Company for the financial year ended on that date.

Basis for Opinion

We conducted our audit in accordance with Singapore Standards on Auditing (“SSAs”). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Group in accordance with the Accounting and
Corporate Regulatory Authority (ACRA) Code of Professional Conduct and Ethics for Public Accountants
and Accounting Entities (ACRA Code) together with the ethical requirements that are relevant to our audit
of the financial statements in Singapore, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the ACRA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

During the financial year ended 31 December 2018, the Group and Company incurred a net loss of
$3,542,876 (2017: $3,877,697) and $4,363,702 (2017: $2,047,871) respectively. At 31 December 2018, the
Company’s current liabilities exceeded its current assets by $3,453,376 (2017: $2,729,330). We draw
attention to Note 3 to the financial statements where these conditions indicating the existence of a material
uncertainty in respect to the Group’s and Company’s ability to continue as a going concern were disclosed.

The Directors have assessed and are of the view that it is appropriate for the financial statements of the
Group and of the Company to be prepared on a going concern basis and the reasons and management’s
plans are disclosed in Note 3. Our opinion is not modified in respect of this matter.



Report on the Audit of the Financial Statements (cont’d)
Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current financial year. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. In addition to the matter described in the Material Uncertainty
Related to Going Concern section, we have determined the following other matters described below to be
key audit matters to be communicated in our report.

Valuation of investment properties
Refer to Note 13 to the consolidated financial statements.

The carrying values of investment properties (“IP”) amounted to $4,100,000 and represented 24% of the
Group’s total assets as at 31 December 2018. These investment properties are stated at their fair values
based on independent professional valuations.

The valuation of investment properties require significant judgement and estimation. There is a risk that the
investment properties may not be fairly stated if the valuation methodologies adopted and the key
assumptions applied by the independent professional valuer (“Valuer”) are not reasonable. A small change
in the key assumptions applied by the Valuer can have a significant impact on the valuation.

Our procedures to address the key audit matter

We assessed the Group’s process for selection of the Valuer, the determination of the scope of work of the
Valuer, and the review and acceptance of the valuations reported by the Valuer. We have also read the
terms of engagement of the Valuer with the Group to determine whether there were any matters that might
have affected their objectivity or limited the scope of their work.

We assessed the reasonableness of valuation technique used by the Valuer. For investment method used by
the Valuer, we assessed the expected investment yield used in the valuation by comparing them against
historical rental rates and negotiation with the current tenant. For direct comparison method, we compared
the fair values provided by the Valuer to publicly available market prices.

We also considered the adequacy of the disclosures in the financial statements, in describing the inherent
degree of subjectivity and key assumptions in the estimates.

Impairment review of investment in subsidiaries

As disclosed in Notes 3 and 12 to the financial statements, the net carrying amount of the investment in
subsidiaries is stated at $9,011,696, after deducting impairment loss of $4,059,520 as at31 December 2018.

The assessment of recoverable amount of the Company’s investments in subsidiaries is considered to be
significant to our audit as it requires application of judgement and use of subjective assumptions by
management.

The Company has assessed the recoverable amount of its investments in subsidiaries based on value-in-use
of the investment in subsidiaries using the discounted cash flow (“DCF”) method. The use of the DCF
involves significant judgement in the forecast projection of sales and operating cash flows for the next five
years. The DCF model also include assumptions on terminal growth rate and weighted average cost of
capital (“WACC”). A small change in the assumptions can affect the recoverable amount of investment in
subsidiaries determined based on value in use (“VIU”).



Report on the Audit of the Financial Statements (cont’d)

Key Audit Matters (cont’d)

Impairment review of investment in subsidiaries (cont’d)

Our procedures to address the key audit matter

We obtained an understanding of management’s impairment policy and impairment assessment process.

We obtained management’s assessment of the VIU of the investment and the key inputs to the DCF model
which includes budgeted revenue, budgeted gross profit margin, budgeted expenditures and discount rates.
We assessed these key inputs by comparing the budgets to recent performance and management plans as
well as assessing the discount rates computation for reasonableness.

We obtained management’s assessment of the VIU and evaluated the assessment for reasonableness.
We have also assessed the appropriateness of the disclosures made in the financial statements.
Other Information

Management is responsible for the other information. The other information comprises the information
included in the Annual Report 2018 but does not include the financial statements and our auditor’s report
thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Directors for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the provisions of the Act and SFRS(I), and for devising and maintaining a system of
internal accounting controls sufficient to provide a reasonable assurance that assets are safeguarded against
loss from unauthorised use or disposition; and transactions are properly authorised and that they are
recorded as necessary to permit the preparation of true and fair financial statements and to maintain
accountability of assets.

In preparing the financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Group or to cease operations,
or has no realistic alternative but to do so.

The directors’ responsibilities include overseeing the Group’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with SSAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with SSAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.
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Auditor’s Responsibilities for the Audit of the Financial Statements (cont’d)

We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

In our opinion, the accounting and other records required by the Act to be kept by the Company and by
those subsidiary corporations incorporated in Singapore of which we are the auditors have been properly
kept in accordance with the provisions of the Act.

The engagement partner on the audit resulting in this independent auditor’s report is Lee Chee Sum Gilbert.

Baker Tilly TFW LLP
Public Accountants and
Chartered Accountants
Singapore

5 April 2019



EXTRACTED FROM NOTE 3 TO THE AUDITED FINANCIAL STATEMENTS OF GS
HOLDINGS LIMITED FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

3 Critical accounting judgements and key sources of estimation uncertainty

Critical judgements in applying the entity’s accounting policies

In the process of applying the Group’s accounting policies, which are described in Note 2, management
has made the following judgements that have the most significant effect on the amounts recognised in
the financial statements (apart from those involving estimations, which are dealt in the subsequent
paragraphs).

Going concern

The Group and Company incurred a net loss from operations of $3,542,876 (2017: $3,877,697) and
$4,363,702 (2017: $2,047,871) respectively. As at 31 December 2018, the Company’s current liabilities
exceeded its current assets by $3,453,376 (2017: $2,729,330) respectively.

These factors indicate the existence of material uncertainty that may cast doubt on the Group’s and
Company’s ability to continue as going concerns and to realise its assets and discharge its liabilities in
the ordinary course of business.

The directors are satisfied that the use of the going concern assumption in the preparation and
presentation of the financial statements for the financial year ended 31 December 2018 is appropriate
after taking into consideration the following factors:

(i)  Subsequent to end of the financial year, the Group received additional $3.6 million from the
placement exercise;

(i) On 17 December 2018, the Company announced that it had entered into a Placement and
Convertible Loan Introducer Agreement with an Introducer, pursuant to which the Company shall
issue 50,000,000 warrants (“Introducer Warrants”) to the Introducer as consideration for the
introductory services provided by the Introducer for the placement and loan facilities as
announced on 17 December 2018. The Introducer Warrants can be converted into the Company’s
ordinary shares at an exercise price of $0.18 for each warrant. The Introducer Warrants may be
exercised at any time during the period commencing on and including the date of issue of the
warrants and expiring at 5.00 p.m. on the market day immediately preceding the second
anniversary of the date of issue of the Introducer Warrants. Assuming all the Introducer Warrants
are exercised by the Introducer, the Company will receive approximately $9 million from the
conversion of the Introducer Warrants into the Company’s ordinary shares;

(iii)  On 7 March 2019, the Company announced that it has entered into a Loan Capitalisation and
Repayment Agreement with Mr Pang Pok, the Company’s Executive Chairman and Chief
Executive Officer (“Mr Pang”). One of the terms stated in the Agreement is that the Company
will issue and allot 11,764,705 free warrants to Mr Pang, subject to relevant Shareholders’
approval being obtained in an Extraordinary General Meeting to be held on 26 April 2019. The
warrants can be converted into the Company’s ordinary shares at an exercise price of $0.255 for
each warrant. The warrants may be exercised at any time during the period commencing on and
including the date of issue of the warrants and expiring at 5.00 p.m. on the market day
immediately preceding the second anniversary of the date of issue of the warrants. Assuming all
the warrants will be exercised by Mr Pang, the Company may receive approximately $3 million
from the conversion of the warrants into the Company’s ordinary shares;

(iv) The Group intends to dispose its only leasehold property by the end of financial year ending 31
December 2019. Based on an independent valuation report dated 29 January 2019, the open
market value of the property is approximately $8.5 million. Assuming the Group is able to sell
the property at $8.5 million, the Group will receive approximately $3.5 million (net of repayment
of outstanding borrowings that are mortgage over the Group’s leasehold property);



3 Critical accounting judgements and key sources of estimation uncertainty (cont’d)
Critical judgements in applying the entity’s accounting policies (cont’d)
Going concern (cont’d)

(v)  On1 April 2019, the Company announced that it has completed the acquisition of Hao Kou Wei
Pte. Ltd. (“HKW?”). The profit before the taxation of HKW for its audited financial results for
the financial year ended 31 December 2017 and unaudited financial results for the financial year
ended 31 December 2018 were approximately $628,000 and $580,000 respectively. The
directors believe that HKW would bring positive contributions to the Group’s revenue, earnings
and cash flow for the financial year ending 31 December 2019; and

(vi) The Group is able to improve its cash flows generated from its operations based on the Group’s
current business outlook.

Management has taken the following measures to improve the Group’s operational performance and
financial position:

(i)  Adopt a disciplined capital allocation and constant review of capital expenditure plans so as to
manage a balanced project portfolio to mitigate risks and optimise profitability for all existing
projects;

(if)  Strengthen current customers’ base with new customers in other food and beverage sector, and
foster closer customer relationship by providing quality services to customers;

(iii) Continuously seek improvements in the efficiency of the Group’s centralised dishwashing
process through enhancements and re-engineering of the workflow process; and

(iv) Focus on reduction of direct labour related costs through close monitoring of the Group’s
manpower requirements.

After considering the measures taken described above, the directors believe that they have adequate
resources to continue its operations as a going concern.

For these reasons, the financial statements have been prepared on the assumptions that the Group and
Company will continue as going concerns. The financial statements did not include any adjustments
that may result in the event that the Group and Company are unable to continue as a going concern. In
the event that the Group and Company are unable to continue in operational existence for the
foreseeable future, the Group and Company may be unable to realise its assets and discharge its
liabilities in the normal course of business and adjustments may have to be made to reflect the situation
that assets may need to be realised other than in the normal course of business and at amounts which
could differ significantly from the amounts at which they are currently recorded in the statements of
financial position. In addition, the Group and Company may have to provide for further liabilities that
might arise, and to reclassify non-current assets and liabilities as current assets and liabilities.

Key sources of estimation uncertainty
The key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the

reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are discussed below.



3 Critical accounting judgements and key sources of estimation uncertainty (cont’d)
Key sources of estimation uncertainty (cont’d)
Valuation of investment properties

The Group’s investment properties are stated at estimated fair values based on the valuation performed by
independent firm of professional valuers. In determining fair values, the valuers have based their valuation on
methods of valuation which involves certain estimates, including comparison with sale transactions of similar
properties and expected future income stream to be achieved from the property. The valuation methodologies,
significant inputs used and details of the properties are disclosed in Note 13 to the financial statements. As at 31
December 2018, the carrying amount of investment properties is $4,100,000 (2017: $4,570,000).

Impairment of non-financial assets

At each reporting date, the Group assesses whether there are any indications of impairment for all non-
financial assets. The Group also assesses whether there is any indication that an impairment loss
recognised in prior periods for a non-financial asset, other than goodwill, may no longer exist or may
have decreased.

If any such indication exists, the Group estimates the recoverable amount of that asset or the cash-
generating unit (“CGU”) to which the asset belongs. The identification of CGU, assessment of
indicators of impairment and where such indicators exist, the determination of the recoverable amount
of the CGU require judgement. An impairment loss exists when the carrying value of an asset (or CGU)
exceeds its recoverable amount, which is the higher of its fair value less costs to sell and its value in
use. An impairment loss recognised in prior periods shall be reversed if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was
recognised.

Where value in use calculations are undertaken, management is required to estimate the expected future
cash flows from the asset or cash-generating unit and a suitable discount rate in order to determine the
present value of the cash flows. The carrying values of the Group’s property, plant and equipment are
disclosed in Note 11. Details of the key assumptions applied in the Company’s impairment assessment
of its investment in subsidiaries and the carrying amounts of the investments are disclosed in Note 12.
Changes in assumptions made and discount rate applied could affect the carrying values of these assets.

Calculation of loss allowance

When measuring ECL, the Group uses reasonable and supportable forward-looking information, which
is based on assumptions and forecasts of future economic conditions. Loss given default is an estimate
of the loss arising on default. It is based on the difference between the contractual cash flows due and
those that the lender would expect to receive, taking into account cash flows from collateral and integral
credit enhancements.

Probability of default constitutes a key input in measuring ECL. Probability of default is an estimate of
the likelihood of default over a given time horizon, the calculation of which includes historical data,
assumptions and expectations of future conditions.

As the calculation of loss allowance on trade receivables is subject to assumptions and forecasts, any
changes to these estimations will affect the amounts of loss allowance recognised and the carrying
amounts of trade receivables. Details of ECL measurement and carrying value of trade receivables at
reporting date are disclosed in Note 24.



