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 CORPORATE GOVERNANCE REPORT

The Board of Directors (the “Board”) and the Management of Gaylin Holdings Limited (the “Company”) are committed to achieving a high 
standard of corporate governance within the Company and its subsidiaries (the “Group”). Underlying this commitment is the belief that 
good corporate governance will help to enhance corporate performance and protect the interest of the Company’s shareholders (the 
“shareholders”).

This report outlines the Company’s corporate governance practices that were in place for the financial year ended 31 March 2017 (“FY2017”) 
with specific reference made to the principles and guidelines of the Code of Corporate Governance 2012 (the “Code”), which forms part of 
the continuing obligations of the Listing Rules of the Singapore Exchange Securities Trading Limited.

The Board is pleased to confirm that for FY2017, the Group has adhered to the principles and guidelines in the Code where appropriate.

Principle 1: The Board’s Conduct of its Affairs

The Board is collectively responsible for the long-term success of the Group and is accountable to its shareholders. The functions of the 
Board include the following which are also part of the matters reserved for the Board’s approval:-

a) deciding on strategic objectives, key business initiatives, major investments and funding matters;

b) monitoring the performance of Management and reviewing the financial performance of the Group;

c)  implementing effective risk management systems including safeguarding of shareholders’ interest and the Company’s assets;

d) ensuring the adequacy of the internal controls;

e) considering sustainable issues; and

f)  ensuring compliance with the Code, the Companies Act (Cap 50) of Singapore (“Companies Act”), the Company’s Constitution, 
the Listing Manual of the Singapore Exchange Securities Trading Limited (“SGX-ST”) (“Listing Manual”), accounting standards and 
other relevant statutes and regulations.

The Board meets each quarter in the year to approve, among others, announcements of the Group’s quarterly and full year financial results. 
The Board may have informal discussions on matters requiring urgent attention, which would then be formally confirmed and approved 
by circulating resolutions in writing. Ad-hoc meetings are also convened as and when they are deemed necessary. As provided in the 
Company’s Constitution, the Board may convene telephonic and videoconferencing meetings.

Other matters specifically reserved for the Board’s approval are those involving material acquisitions and disposal of assets, corporate 
or financial restructuring, capital expenditure budgets, review of performance, share issuances, dividends to shareholders and interested 
person transactions. Clear directions have been imposed on Management that such matters must be approved by the Board.

To facilitate effective management, the Board delegates certain functions to the various Board committees. The Board delegates such 
functions and authority to the Board committees without abdicating its responsibility. These committees, which include the Audit Committee 
(“AC”), the Nominating Committee (“NC”) and the Remuneration Committee (“RC”) (each a “Board Committee”), operate within clearly 
defined terms of reference and functional procedures. Each of these committees reports its activities regularly to the Board.

The Company recognises the importance of appropriate training for its Directors. Newly appointed Directors are given an orientation and 
will be briefed on the business activities of the Group and its strategic directions, as well as their duties and responsibilities as Directors. 
Such training would include areas such as accounting, legal and industry-specific knowledge as appropriate. There was no new Director 
appointed during FY2017.

All Directors, as appropriate, will also be given regular training particularly on relevant new laws, regulations and changing commercial risks 
which have an important bearing on the Company and the Directors’ obligations towards the Company.
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The Company will be responsible for arranging and funding the training of Directors. 

Briefing and updates provided to the Directors for FY2017 included:

a)  briefing by the external auditors, Deloitte & Touche LLP, on the key developments in financial reporting and governance standard at 
the quarterly review meetings; 

b)  the Chief Executive Officer (the “CEO”) updates the Board at each Board meeting on business and strategic developments pertaining 
to the Group’s business; and

c)   News releases issued by the SGX-ST and the Accounting and Corporate Regulatory Authority which are relevant to the Directors 
are circulated to the Board. 

Please also refer to Principle 4 regarding the NC’s plan for the Directors’ training and professional development programmes.

The number of Board and Board Committee meetings held during FY2017 and the attendance of each Director are set out as follows:

Board Audit Committee
Nominating
Committee

Remuneration
Committee

Directors

No. of 
Meetings 
Held(1)

No. of 
Meetings 
Attended

No. of 
Meetings 
Held(1)

No. of 
Meetings 
Attended

No. of 
Meetings 
Held(1)

No. of 
Meetings 
Attended

No. of 
Meetings 
Held(1)

No. of 
Meetings 
Attended

Mr Ang Mong Seng 5 5 4 4 1 1 2 2
Mr Desmond Teo 5 5   4(2)   4(2) 1 1   2(2)   2(2)

Mr Teo Bee Hoe 5 4   4(2)   2(2) – –   2(2)   1(2)

Mr Wu Chiaw Ching* 5 4 4 3 1 1 2 1
Mr Ng Sey Ming 5 5 4 4 1 1 2 1
Ms Lau Lee Hua 5 5 4 4 1(2) 1(2) 2 1

* Resigned on 31 December 2016

(1) Represents the number of meetings held as applicable to each individual Director.
(2) Attendance at meetings that were held on a “By Invitation” basis.

Principle 2: Board Composition and Guidance

The Board currently comprises five (5) Directors, three (3) of whom are Independent Non-Executive Directors (the “Independent Non-
Executive Directors” or the “Independent Directors” or each the “Independent Non-Executive Director” or the “Independent Director”), and 
two (2) are Executive Directors (the “Executive Directors” or each the “Executive Director”).

Directors Board Membership
Audit

Committee
Nominating
Committee

Remuneration
Committee

Mr Ang Mong Seng Independent Non-Executive Chairman Member Member Chairman
Mr Desmond Teo Executive Director and CEO – Member –
Mr Teo Bee Hoe Executive Director and COO – – –
Ms Lau Lee Hua Independent Non-Executive Director Chairman Member Member
Mr Ng Sey Ming Independent Non-Executive Director Member Chairman Member

The NC has reviewed and is satisfied that the current composition and Board size is appropriate for effective decision making, having taken 
into consideration the nature and scope of the Group’s operations. The three (3) Independent Directors, who make up more than half of the 
Board composition, provide the Board with independent and objective judgement on corporate affairs of the Company.
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Each of the Independent Directors has confirmed that he/she does not have any relationship with the Company or its related corporations, 
its 10% shareholders or its officers including confirming not having any relationships and circumstances provided in Guideline 2.3 of 
the Code, that could interfere, or be reasonably perceived to interfere, with the exercise of independent judgement in carrying out the 
functions as an Independent Director with a view to the best interests of the Company. The NC has reviewed, determined and confirmed 
the independence of the Independent Directors.

None of the Independent Directors has served on the Board beyond nine years from the date of first appointment.

The Board comprises of Directors who are qualified and/or experienced in various fields including business and management, accounting 
and finance, investor relations and legal practices. The NC is of the view that the current Board comprises of persons who as a group have 
core competencies necessary to lead and manage the Company effectively.

Principle 3: Chairman and Chief Executive Officer

The Code advocates that there should be a clear division of responsibilities between the leadership of the Board and the executives 
responsible for managing the Company’s business and no one individual should represent a considerable concentration of power.

The Chairman of the Board and the CEO are two separate persons to ensure an appropriate balance of power, increased accountability and 
greater capacity for independent decision making.

Mr Ang Mong Seng is an Independent and Non-Executive Director and also the Chairman of the Board. He assumes responsibility for the 
smooth functioning of the Board and ensures timely flow of information between the Management and the Board; sets agenda and ensures 
that adequate time is available for discussion of all agenda items, in particular strategic issues; promotes a culture of openness and debate 
at the Board and promotes high standards of corporate governance. Day-to-day operations of the Group are entrusted to the CEO, Mr 
Desmond Teo, Executive Director who assumes full executive responsibility over the mapping of business plans and operational decisions 
of the Group.

Mr Ang Mong Seng and Mr Desmond Teo are not related to each other. There is a clear division of responsibilities of the Chairman of the 
Board and the CEO.

All the Board committees are chaired by Independent Directors and more than half of the Board consists of Independent Directors.

Principle 4: Board Membership

The NC consists of three (3) Independent Directors and one (1) Executive Director, the majority of whom, including the Chairman, are 
independent.

Mr Ng Sey Ming - Chairman 
Mr Ang Mong Seng - Member 
Ms Lau Lee Hua - Member 
Mr Desmond Teo - Member

The key terms of reference of the NC include, to:

a) evaluate and review nominations for appointment and re-appointment to the Board and the various committees;

b)  nominate a Director for re-election at the Annual General Meeting (“AGM”), having regard to the Director’s contribution and 
performance;

c)  determine annually and as and when circumstances require if a Director is independent;
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d)  recommend to the Board the process for the evaluation of the performance of the Board, the Board committees, individual Directors, 
and propose objective performance criteria to assess the effectiveness of the Board as a whole and the contribution of each 
Director, annual assessment of the effectiveness of the Board;

e)  decide whether a Director who has multiple Board representations is able to and has been adequately carrying out his duties as 
Director of the Company;

f)  review and make recommendations to the Board on relevant matters relating to the succession plans of the Board (in particular, the 
Chairman/CEO) and senior management personnel; and

g) review the training and professional development programmes for the Board.

The NC makes recommendations to the Board on relevant matters relating to Board including succession planning; all Board appointments/
re-appointments of Directors, taking into consideration composition of the Board and progressive renewal of the Board; how the Director 
fits into the overall competency matrix of the Board as well as the Director’s contribution and performance at Board meetings, including 
attendance, preparedness and participation; training and professional development programmes for the Board.

Currently, there is an informal succession plan put in place by the CEO. Going forward and at the relevant time, the NC will look into such 
plan in close consultation with the CEO and the Chairman.

Management has an open policy for professional training for all the Board members, including Executive Directors and Independent 
Directors. The Company endorses the Singapore Institute of Directors (“SID”) training programmes and all Board members are encouraged 
to attend any relevant training organised by the SID or any other organisation which provides relevant training courses for Directors. The 
cost of such training will be borne by the Company.

The NC has in place formal, written procedures for making recommendations to the Board on the selection and appointment of Directors. 
Such procedures would be activated when a vacancy on the Board arises or when the Board is considering making a new Board appointment 
either to enhance the core competency of the Board or for purpose of progressive renewal of the Board. Notwithstanding that the Chairman 
of the Board is an Independent Non-Executive Director, the Company maintains a very strong and independent element on the Board with 
Independent Directors making up more than half of the Board.

In identifying suitable candidates, the NC may:

a) advertise or use services of external advisers to facilitate a search;

b) approach alternative sources such as the SID; and/or

c) consider candidates from a wide range of backgrounds from internal or external sources. 

After short-listing the candidates, the NC shall:

i.  consider and interview all candidates on merit against objective criteria, taking into consideration that appointees have enough time 
available to devote to the position; and

ii. evaluate and agree to a preferred candidate for recommendation to and appointment by the Board.

As mentioned under Principle 2 above, the NC also reviews the independence of the Directors annually based on Guideline 2.3 of the 
Code’s definition of what constitutes the independence of the Independent Directors. The NC has affirmed that Mr Ang Mong Seng, Mr Ng 
Sey Ming and Ms Lau Lee Hua are independent. None of the Independent Directors have served on the Board beyond nine years from their 
respective date of appointment. Guideline 2.4 of the Code is therefore not applicable to the Board.
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Pursuant to Regulation 114 of the Constitution of the Company, at least one-third of the Directors shall retire from office at the annual 
general meetings of the Company. Accordingly, Mr Desmond Teo and Mr Ang Mong Seng will retire at the forthcoming AGM. The NC has 
recommended to the Board that the retiring Directors be nominated for re-election. In recommending the above Directors for re-appointment, 
the NC has given regard to the results of the Board assessment in respect of their competencies in fulfilling their responsibilities as Directors 
to the Board. The NC has also reviewed the independence of Mr Ang Mong Seng. In assessing his independence, the NC having considered 
the guidelines set out in the Code, is of the view that Mr Ang Mong Seng is independent and there are no relationships identified in the Code 
which would deem him not to be independent. Mr Ang Mong Seng has also declared that he is independent.

More information on Mr Ang Mong Seng can be found in the Key Information in the section entitled “Board of Directors” on Page 12 in this 
Annual Report.

All Directors are required to declare their Board appointments. The NC has reviewed and is satisfied that notwithstanding their multiple 
Board appointments, Mr Ang Mong Seng, Mr Ng Sey Ming and Ms Lau Lee Hua, have been able to devote sufficient time and attention to 
the affairs of the Company to adequately discharge their duties as Director of the Company.

To address the competing time commitments that are faced when Directors serve on multiple Boards, the NC has reviewed and made 
recommendation to the Board accordingly on the maximum number of listed company Board appointments which any Director may hold. 
Based on the recommendation, the Board has determined and set the maximum number of listed company Board appointments at not 
more than five (5) listed companies of the same financial year end. Currently, none of the Directors hold more than five directorships in listed 
companies which adopt the same financial year end.

There is no alternate Director on the Board.

Each member of the NC abstains from voting on any resolutions and making any recommendation and or participating in discussion on 
matters in which he is interested.

Principle 5: Board Performance

A review of the Board’s performance is conducted by the NC annually. On the recommendation of the NC, the Board has adopted an 
internal process for evaluating the effectiveness of the Board as a whole and a self-assessment evaluation to assess the contribution of 
each Director to the effective functioning of the Board. Each Board member will be required to complete an appraisal form to be returned to 
the NC Chairman for evaluation. Based on the evaluation results, the NC Chairman will present his recommendations to the Board. The key 
objective of the evaluation exercise is to obtain constructive feedback from each Director to continually improve the Board’s performance.

The Board has not engaged any external facilitator in conducting the assessment of Board performance. Where relevant, the NC will 
consider such engagement.

For FY2017, the NC, in assessing the contribution of each Director, had considered each Director’s attendance and participation at Board 
and Board Committee meetings, his/her qualification, experience and expertise and the time and effort dedicated to the Group’s business 
and affairs including the Management’s access to the Directors for guidance or exchange of views as and when necessary. In assessing 
the effectiveness of the Board as a whole, both quantitative and qualitative criteria are considered.

The NC has assessed the current Board and Board Committee’s performance to-date, as well as the performance of each individual 
Director, and is of the view that the performance of the Board as a whole and each individual Director was satisfactory.

 CORPORATE GOVERNANCE REPORT



22 UNLOCKING VALUE GLOBALLY

Principle 6: Access to Information

The Board is provided with adequate information by the Management prior to Board meetings on matters to be deliberated. This facilitates 
an informed decision-making process to enable the Directors to discharge their duties and responsibilities. Directors are also updated on 
initiatives and developments on the Group’s business whenever possible on an on-going basis. All Directors are entitled to be provided with 
any additional information as needed to make informed decisions. In this connection, the Directors have separate and unrestricted access 
to the Management who shall provide such information in a timely manner. Where necessary, Directors, whether as a group or individually, 
can seek independent professional advice at the Company’s expense for the discharge of their duties.

The Directors also have separate and independent access to the Company Secretary. The Company Secretary is required to attend all 
Board and Board Committee meetings and ensures that Board procedures are followed and the applicable rules and regulations are 
complied with.

Under the direction of the Chairman, the Company Secretary’s responsibilities include ensuring good information flows with the Board and 
its Board Committees and between Management and Non-Executive Directors, advising the Board on all governance matters as well as 
facilitating orientation and assisting with professional development as required.

The appointment and the removal of the Company Secretary are subject to the approval of the Board.

Where the Directors, whether individually or collectively, require independent professional advice in furtherance of their duties, the Chairman 
of the Board and the Company Secretary will assist him/them to appoint an independent professional advisor, if necessary, to render the 
professional advice and to keep the Board informed of the advice.

The cost of such professional advice will be borne by the Company.

Principle 7: Procedures for Developing Remuneration Policies
Principle 8: Level and Mix of Remuneration
Principle 9: Disclosure on Remuneration

The RC consists of three (3) members, all of whom including the Chairman, are independent: 

Mr Ang Mong Seng – Chairman
Mr Ng Sey Ming - Member
Ms Lau Lee Hua – Member

According to its terms of reference, the responsibilities of the RC include the following:-

a)  make recommendations to the Board a framework of remuneration for the Board and key management personnel of the Group and 
the specific remuneration packages for each Director (executive, non-executive and independent) as well as for the key management 
personnel;

b)  review the Company’s obligations arising in the event of termination of the Executive Directors and key management personnel’s 
contracts of service, to ensure that such clauses are fair and reasonable and not overly generous;

c)  consider whether Directors, the CEO and key management personnel should be eligible for benefits under share schemes and such 
other long-term incentive schemes as may from time to time be implemented; and

d)  consider the remuneration disclosure requirements for Directors and the top five key management personnel as required by the 
Code.
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As part of its review, the RC ensures that the Directors and key management personnel are adequately but not excessively remunerated 
as compared to industry benchmarks and other comparable companies. The RC also takes into consideration the Company’s relative 
performance and the performance of individual Directors and key management personnel. Executive Directors and the CAO are paid 
a basic salary and a performance-related bonus that are linked to the performance of the Company. Other key management personnel 
are paid basic salary and performance bonus. The RC does consider long-term incentive schemes for the Executive Directors and key 
management personnel. In this connection, the RC shall at the relevant time look into granting of options under the Gaylin Employee Share 
Option Scheme which was approved by the shareholders of the Company on 24 September 2012.

The performance-related element of the Executive Directors’ remuneration is designed to align their interests with the interests of 
shareholders and promote the long-term success of the Company.

The RC also ensures that the remuneration of the Independent Non-Executive Directors are appropriate to their level of contribution taking 
into account factors such as effort and time spent, and their responsibilities. Independent Non-Executive Directors receive a basic fee for 
their services. The RC ensures that the Independent Non-Executive Directors should not be over-compensated to the extent that their 
independence may be compromised. No Director is involved in deciding his or her own remuneration package.

All revisions to the remuneration packages for the Directors and key management personnel are subjected to the review by and approval of 
the Board. Directors’ fees are further subjected to the approval of shareholders at annual general meetings. Where necessary, the RC will 
consult external professionals on remuneration matters of Directors and key management personnel. During the financial year, the RC did 
not require the service of an external remuneration consultant.

The Company has entered into separate service agreements (the “Service Agreements”) with the Executive Directors, Mr Desmond Teo and 
Mr Teo Bee Hoe; and CAO, Mr Steven Teo, for a period of three (3) years from the date of the listing on the SGX-ST and thereafter continue 
from year to year (unless otherwise terminated by either party giving not less than six (6) months’ prior written notice to the other). 

Pursuant to the terms of their respective Service Agreements, each of Mr Desmond Teo, Mr Teo Bee Hoe and Mr Steven Teo is entitled 
to an annual performance bonus (the “Annual Performance Bonus”) in respect of each financial year, which is calculated based on the 
consolidated net profit before tax and exceptional items (before making deductions for such Annual Performance Bonus) of the Group.

On 1 May 2016, each of Mr Desmond Teo, Mr Teo Bee Hoe and Mr Steven Teo has entered into supplementary service agreements with the 
Company for a period of one year. They have voluntarily agreed to reduce their remuneration and entitlements. Upon expiry of the aforesaid 
supplementary agreements, the Company has on 1 May 2017, renewed the respective supplementary service agreements on the same 
terms and conditions, for a period of one year. 

The Company does not have contractual provisions to allow the Company to claw back incentive components of remuneration from 
Executive Directors and key management personnel in the event of any misstatement of financial results, or of misconduct resulting in 
financial loss to the Company. However, the Executive Directors owe a fiduciary duty to the Company under law and as such, the Company 
would have recourse against the Executive Directors in the event of such breach of fiduciary duties.

Although Guideline 9.2 of the Code recommends that companies fully disclose the name and remuneration of each Director and the CEO, 
the Board is of the opinion that it is not in the best interest of the Company to disclose the exact details of their remuneration due to the 
competitive pressures in the market. As such, the Board has elected not to fully disclose the remuneration of each individual Director 
and the CEO. The table below provides a breakdown of the level and mix of the remuneration of each Director and the CEO in bands of 
S$250,000 for FY2017:-
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Remuneration Band and
Name of Director Salary

Bonus/ Profit
Sharing Fees

Benefits
in Kind Total

% % % % %
Up to S$250,000
Mr Ang Mong Seng – – 100 – 100
Mr Wu Chiaw Ching* – – 100 – 100
Mr Ng Sey Ming – – 100 – 100
Ms Lau Lee Hua – – 100 – 100
S$250,001 to S$500,000
Mr Desmond Teo(1) 94 – – 6 100
Mr Teo Bee Hoe 94 – – 6 100

* Resigned on 31 December 2016 

(1) Mr Desmond Teo is Executive Director and CEO.

Guideline 9.3 of the Code recommends that companies disclose the name and remuneration of at least the top five key management 
personnel (who are not Directors or the CEO) in bands of S$250,000. As best practice, companies are encouraged to fully disclose the 
remuneration of the said top five key management personnel. In addition, companies should also disclose the aggregate of the total 
remuneration paid or payable to the top five key management personnel (who are not Directors and the CEO). 

The Board is of the opinion that it is not in the best interest of the Company to disclose the exact details of their remuneration due to the 
competitiveness of the market for key talent. As such, the Board has deviated from complying with the above recommendation. The Board 
only partially complies with the above recommendation by providing below a breakdown showing the level and mix of remuneration of each 
of the top five key management personnel (who are not Director or the CEO) in bands of S$250,000 for FY2017. 

Remuneration Band and
Name of Executive Salary

 Bonus/Profit
Sharing Fees

Benefits in
Kind Total

% % % % %
Up to S$250,000
Ms Jae Teo(2) 100 – – – 100
Ms Uthaya Chandrikaa D/O Ponnusamy(3) 100 – – – 100
Ms Goh Guat Bee(4) 100 – – – 100
Mr Patrick Teo(5) 74 – – 26 100
Ms Hing Lai Kuen(6) 100 – – – 100
S$250,001 to S$500,000
Mr Steven Teo(7) 97 – – 3 100
Mr Michael John Duncan 100 – – – 100

(2) Daughter of Mr Desmond Teo (Executive Director and CEO).
(3) Ms Uthaya Chandrikaa D/O Ponnusamy was appointed on 9 January 2017.
(4) Ms Goh Guat Bee resigned on 8 August 2016.
(5) Mr Patrick Teo retired on 13 June 2016. 
(6) Ms Hing Lai Kuen was appointed on 30 June 2016 and resigned on 3 March 2017.
(7)  Brother of Mr Desmond Teo (Executive Director and CEO) and Mr Teo Bee Hoe (Executive Director and COO).
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Except as disclosed below, the Group does not have any employee who is an immediate family member of a Director or the CEO and whose 
remuneration exceeds S$50,000 for FY2017.

Remuneration Band and Name of 
employee who is an immediate family 
member of a Director or CEO Salary

Bonus/ Profit 
Sharing Fees Benefits in Kind Total

% % % % %
S$100,001 to S$150,000
Ms Jae Teo(2) 100 – – – 100
S$300,001 to S$350,000
Mr Steven Teo(7) 97 – – 3 100

Further information on Directors and the key management personnel is on pages 12 to 14 of this Annual Report. 

During FY2017 and as at 31 March 2017, no option has been granted under the Gaylin Employee Share Option Scheme.

ACCOUNTABILITY AND AUDIT

Principle 10: Accountability
Principle 11: Risk Management and Internal Controls

The Board is accountable to shareholders and ensures that all material information is fully disclosed in a timely manner to shareholders 
in compliance with statutory and regulatory requirements. The Board strives to provide its shareholders a balanced and understandable 
assessment of the Group’s performance, position and prospects.

The Board takes steps to ensure compliance with legislative and regulatory requirements, including requirements under the Listing Manual, 
where appropriate, the Independent Directors in consultation with the Management, will request for Management’s consideration for the 
establishment of written policies for any particular matter that is deemed to be essential to form part of management control.

The Management provides appropriately detailed management accounts of the Group’s performance on a quarterly basis to the Board 
to enable the Board to make a balanced and informed assessment of the Company’s performance, position and prospects. As and when 
circumstances arise, the Board can request Management to provide any necessary explanation and information on the management 
accounts of the Company.

The Board is responsible for the governance of risk. It ensures that Management maintains a sound system of risk management and internal 
controls to safeguard shareholders’ interests and the Company’s assets and determines the nature and extent of the significant risks which 
the Board is willing to take in achieving its strategic objectives.

Management is responsible to the Board for the design, implementation and monitoring of the Group’s risk management and internal 
control systems and to provide the Board with a basis to determine the Company’s level of risk tolerance and risk policies.

The Board acknowledges that it is responsible for reviewing the adequacy and effectiveness of the Group’s risk management and 
internal control systems including financial, operational, compliance and information technology controls. The Board also recognises its 
responsibilities in ensuring a sound system of internal controls to safeguard shareholders’ investments and the Company’s assets.

The Board has engaged the services of an independent accounting and auditing firm, KPMG Services Pte. Ltd. (“KPMG”) as its internal 
auditors (the “internal auditors”) in respect of internal audit services, under which the internal controls of the Group addressing financial, 
operational, compliance risks and information technology controls are regularly being reviewed and recommendations made to improve 
the internal controls.
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Management regularly reviews the Group’s business and operational activities in respect of the key risk control areas including financial, 
operational, compliance and information technology controls and continues to apply appropriate measures to control and mitigate these 
risks. All significant matters are highlighted to the AC for further discussion.

The Board and the AC also work with the internal auditors, external auditors and the Management on their recommendations to institute 
and execute relevant controls with a view to enhance the Group’s risk management system. The Group’s risk management framework is 
supported by risk reporting dashboard and risk registers.

The Board notes that no cost effective system of internal controls and risk management systems could provide absolute assurance against 
the occurrence of material errors, losses, fraud or other irregularities. The Board also believes its responsibility of overseeing the Company’s 
risk management framework and policies are well supported.

For FY2017, the Board and the AC have received assurance from the CEO and the CFO on the adequacy and effectiveness of the Group’s 
risk management and internal control systems, and that the financial records have been properly maintained and the financial statements 
give a true and fair view of the Group’s operations and finances.

In view of the above and based on the internal controls established and maintained by the Group, work performed by the internal auditors, 
external auditors, and reviews performed by Management, various Board Committees and the Board, the Board with the concurrence of the 
AC, is of the view that the Group’s internal control system and risk management system, addressing financial, operational, compliance and 
information technology controls and risk management system, put in place during FY2017 are adequate and effective pursuant to Listing 
Rule 1207(10) of the Listing Manual.

The Board did not establish a separate Board risk committee as the Board is already currently assisted by the Management with review by 
the AC in carrying out its responsibility of overseeing the Group’s risk management framework and policies.

AUDIT COMMITTEE

Principle 12: Audit Committee

The AC comprises three (3) members, all of whom including the Chairman, are independent. 

Ms Lau Lee Hua - Chairman 
Mr Ang Mong Seng - Member 
Mr Ng Sey Ming – Member

The Board is of the opinion that the AC chairman and members of the AC are appropriately qualified with the relevant accounting, financial, 
business management and corporate experience to discharge their responsibilities. 

The key terms of reference of the AC are to:-

a)   review the audit plans of the Company’s external auditors and the internal auditors, including the results of the internal auditors’ 
review and evaluation of the system of internal controls;

b)  review the external auditors’ reports;

c)  review with independent internal auditors the findings of their review report, internal control process and procedures, and make 
recommendations on the internal control process and procedures to be adopted by the Company;

d)  review the recommendations of the external and internal auditors and monitor the implementation of an automated inventory and 
information system;

e)  review the co-operation given by the Directors and Management to the external auditors and internal auditors;
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f)   review the financial statements of the Company and the Group, and discuss any significant adjustments, major risk areas, changes 
in accounting policies, compliance with Singapore Financial Reporting Standards, concerns and issues arising from the audits 
including any matters which the auditors may wish to discuss in the absence of Management, where necessary, before their 
submission to the Board for approval;

g)  commission and review the findings of internal investigation of any suspected fraud, irregularity or infringement of any relevant laws, 
rules or regulations, which has or is likely to have a material impact on the Group’s operating results or financial position and the 
Management’s response;

h)  make recommendations to the Board on the appointment, re-appointment and removal of the external and internal auditors, and 
approve the remuneration and terms of engagement of the external and internal auditors;

i)  review the key financial risk areas, with a view to providing independent oversight on the Group’s financial reporting, with the 
outcome of such review to be disclosed in the annual reports or, if the findings are material, to be immediately announced via 
SGXNET;

j)   review and recommend to the Board the types of risks or risk appetite the Company undertakes to achieve its business strategies. 
Oversee the risk management framework, policies and resources to manage and report risks within the Company’s risk appetite;

k)   review, either internally or with the assistance of any third parties and report to the Board at least annually the adequacy and 
effectiveness of the Company’s internal controls, including financial, operational, compliance, risk management policies and 
information technology controls;

l)  recommend to the Board on the opinion and disclosure in the annual report on the adequacy and effectiveness of the Company’s 
risk management and internal controls systems in accordance with the Listing Manual and Code of Corporate Governance;

m)   review interested person transactions, falling within the scope of Chapter 9 of the Listing Manual, if any, and connected person 
transactions;

n)  review transactions falling within the scope of Chapter 10 of the Listing Manual, if any;

o) review any potential conflicts of interest and set framework to resolve or mitigate any potential conflict of interest;

p)   review and approve relevant policies and procedures implemented by the Group and conduct periodic review of such policies and 
procedures;

q)  undertake such other reviews and projects as may be requested by the Board and report to the Board its findings from time to time 
on matters arising and requiring the attention of the AC;

r)  review arrangements by which the Group’s staff may, in confidence, raise concerns about improprieties in matters of financial 
reporting and to ensure those arrangements are in place for independent investigations of such matter and for appropriate follow-
up; and

s)  undertake generally such other functions and duties as may be required by law or the Listing Manual, and by such amendments 
made thereto from time to time.

The AC meets on a quarterly basis and plays a key role in assisting the Board to review significant financial reporting issues and judgements 
to ensure the quality and integrity of the accounting reports, the audit procedures, internal controls, financial statements and any 
announcements relating to the Company’s financial performance.
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During this process, the AC reviewed the key areas of critical judgements and key estimates applied for key financial issues including going 
concern, valuation of inventories, allowance for receivables, impairment of property, plant and equipment and intangible assets, critical 
accounting policies and any other significant matters that might affect the disclosures in the financial statements. The AC also considered 
the report from the external auditors, including their findings on the significant risks and audit focus areas. Significant matters that were 
discussed with Management and the external auditors have been included as Key Audit Matters (“KAMs”) in the audit report for the financial 
year ended 31 March 2017 in pages 38 to 41 of this Annual Report.

In assessing each KAM, the AC took into consideration the approach and methodology applied in the valuation of assets, as well as the 
reasonableness of the estimates and key assumptions used. In addition to the views from the external auditors, subject matter experts, 
such as independent valuers, were consulted where necessary. The AC concluded that Management’s accounting treatment and estimates 
in each of the KAMs were appropriate.

The AC reviews the adequacy and effectiveness of the Group’s internal controls, including financial, operational, compliance and information 
technology controls and risk management systems through discussion with Management and its auditors and reports to the Board annually.

The AC reviews annually the adequacy of the internal audit function to ensure that the internal audit resources are adequate and that the 
internal audits are performed effectively.

The AC examines the internal audit plans, determines the scope of audit examination and approves the internal audit budget. It also 
oversees the implementation of the improvements required on internal control weaknesses identified and ensures that Management 
provides the necessary co-operation to enable the internal auditors to perform its function.

The AC meets with the internal auditors and the external auditors, in each case, without the presence of the Management, at least annually. 
Matters to discuss include the reasonableness of the financial reporting process, the internal control process, the adequacy of resources, 
audit arrangements with particular emphasis on the observations and recommendations of the external auditors, the scope and quality of 
their audits and the independence and objectivity of the external auditors and any matters that may be raised.

The AC also reviews the independence and objectivity of the external auditors and having reviewed the scope and value of non-audit 
services provided to the Group by the external auditors, Deloitte & Touche LLP (“Deloitte” or the “external auditors”), are satisfied that the 
nature and extent of such services will not prejudice the independence and objectivity of the external auditors. The AC has recommended 
to the Board the nomination of Deloitte for re-appointment as auditors of the Company at the forthcoming AGM.

The AC has explicit authority to investigate any matter within its terms of reference. It has full access to the Management and full discretion 
to invite any Director or key management personnel or any executive officer to attend its meetings. The AC is reasonably resourced to 
enable it to discharge its functions properly. During FY2017, the AC has received full co-operation from the Management and the Group’s 
officers in the course of it carrying out its duties. It is also satisfied with the adequacy of the scope and quality of the external audits being 
conducted by Deloitte.

The Company is in compliance with Rules 712 and 715 of the Listing Manual in relation to its external auditors.

Ms Lau Lee Hua, the AC Chairman is a practicing Chartered Accountant and is able to lead the AC and its members to be kept abreast 
of changes to accounting standards and issues which have a direct impact on financial statements. In addition, the AC also relies on 
the external auditors, Deloitte and internal auditors, KPMG, for updates on any changes to the accounting standards. Furthermore, as 
mentioned under Principle 4, the NC intends to send all the Directors, including the relevant Independent Directors, for training with SID on 
courses which are relevant to them in order to discharge their duties and responsibilities.

No former partner or director of the Company’s existing auditing firm or audit corporation is a member of the AC.
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The Company has adopted a Whistle-Blowing Policy to provide a channel for its employees to report in good faith and in confidence 
their concerns about possible improprieties in the matter of financial reporting or in other matters. The Whistle-Blowing Policy provides 
for procedures to validate concerns and for investigation to be carried out independently. For FY2017, there were no reported incidents 
pertaining to whistle blowing.

The aggregate amount of audit fees paid or payable to the Company’s external auditors for FY2017 are S$180,000. There were no non-audit 
fees paid to the Company’s external auditors for FY2017. 

Each member of the AC abstains from voting on any resolutions and making any recommendation and/or participating in discussion on 
matters in which he is interested.

Principle 13: Internal Audit

The AC approves the hiring, removal, evaluation and compensation of the internal auditors. The internal audit function of the Company 
is outsourced to KPMG. The internal auditors report primarily to the Chairman of the AC and have full access to the documents, records 
properties and personnel including access to the AC.

The Board recognises its responsibilities in ensuring a sound system of internal controls to safeguard shareholders’ investments and the 
Company’s assets. Rule 719(1) of the SGX-ST Listing Manual requires an issuer to have a robust and effective system of internal controls, 
addressing financial, operational, compliance risks and information technology. Effective internal controls not only refer to financial controls 
but include, among others, business risk assessment, operational, compliance and information technology controls.

The internal audit plan is approved by the AC and the results of the audit findings are submitted to the AC for its review. The internal 
auditors conducted an annual review in accordance with their audit plans. Any material issues and recommendations for improvements 
were reported to the AC. 

Based on the internal auditors’ report submitted by the internal auditors and the various controls put in place by the Management and 
the review and work performed by the internal and external auditors, Management and the various Board Committees, the Board, with 
the concurrence of the AC, is of the view that the internal controls in place are adequate and effective in addressing the Group’s financial, 
operational, compliance and information technology risks in its current business environment.

The AC is satisfied that the internal auditors have adequate resources to perform their function effectively and are staffed by suitably 
qualified and experienced professionals with the relevant experience.

The internal audit work carried out by the internal auditors was guided by the Standards for the Professional Practice of Internal Auditing 
laid down by the International Professional Practices Framework issued by the Institute of Internal Auditors.

On an annual basis, the AC reviews the internal audit program and function to ensure the adequacy and effectiveness of the Group’s internal 
audit function as well as to align it to the changing needs and risk profile of the Group’s activities.

Principle 14: Shareholders’ Rights
Principle 15: Communication with Shareholders

The Company treats all shareholders fairly and equitably and respects shareholders’ rights. The Company continually reviews and updates 
governance arrangements with regard to shareholders’ rights.

Relevant information pertaining to the Group, such as changes in the Company or its business which would affect the share price of 
the Company is disseminated in a timely manner to shareholders through public announcements via SGXNET or through circulars to 
shareholders and the annual reports.
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The Company has appointed an external investor relations firm to facilitate the communication with all stakeholders (shareholders, analysts 
and media) on a regular basis, to attend to their queries or concerns as well as to keep the investors apprised of the Group’s corporate 
developments and financial performance. To enable shareholders to contact the Company easily, the contact details of the investor relations 
function are set out in page 16 of this Annual Report as well as on the Company’s website. The Company has procedures in place with 
regard to responding to investors’ queries.

Shareholders are encouraged to participate effectively in voting procedures relating to the general meetings.

The Company does not practice selective disclosure. The Company avoids boilerplate disclosures and provides detailed and forthcoming 
disclosure in its announcements to the SGX-ST. Such announcements are also available on the Company’s website.

The Company does not have a formal dividend policy. The declaration and payment of dividends will be determined at the sole discretion 
of the Board subject to approval of the shareholders. In making their recommendation, the Board will consider the Group’s cash, gearing, 
return on equity and retained earnings, actual and projected financial performance and working capital needs, projected level of capital 
expenditure and other investment plans, restriction on payment of dividends imposed by the Company’s financing arrangements (if any) 
and the general economic and business condition in countries which the Group operates. Any proposal for the declaration of dividends will 
be clearly communicated to the shareholders to the SGX-ST via SGXNET. No dividend has been declared for FY2017 due to the Group’s 
loss position. 

The Company’s constitution allows a shareholder to appoint one or two proxies to attend and vote at the general meetings on his/her 
behalf. On 3 January 2016, the legislation was amended, among other things to allow certain members, defined as “relevant intermediary” 
to attend and participate in general meeting without being constrained by the two-proxy requirement. Relevant intermediary includes 
corporations holding licenses in providing nominee and custodial services and Central Provident Fund Board (“CPF”) which purchases 
shares on behalf of the CPF investors. 

Principle 16: Conduct of Shareholder Meetings

All shareholders receive reports or circulars of the Company including notice of general meeting by post within the mandatory period. 
Notice of general meeting is announced through SGXNET and published in the newspapers within the same period.

All registered shareholders are invited to participate and given the right to vote on resolutions at general meetings. Every matter requiring 
shareholders’ approval is proposed as a separate resolution. Each item of special business included in the notice of the meeting is 
accompanied, where appropriate, by an explanation for the proposed resolution. Proxy form is sent with notice of general meeting to all 
shareholders. Separate resolutions are proposed for substantially separate issues at the meeting.

The Constitution of the Company allows members of the Company to appoint not more than two proxies to attend and vote on their behalf. 
As the authentication of shareholder identity information and other related security issues still remain a concern, the Company has decided, 
for the time being, not to implement voting in absentia by mail, email or fax.

All Directors, including Chairman of the Board and the respective Chairman of the AC, NC and RC, the Management, and the external 
auditors are in attendance at general meetings to address any queries of the shareholders.

The Company with the help of the Company Secretary prepares minutes of general meetings that include substantial and relevant comments 
relating to the agenda of the meetings and responses from the Board and Management and such minutes, where relevant will be made 
available to shareholders upon their request.

The Company will put all resolutions to vote by poll and make an announcement of the detailed results showing the number of votes cast 
for and against each resolution and the respective percentages for general meetings. 
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DEALING IN SECURITIES

The Group has adopted an internal compliance code to provide guidance to its Directors and all employees of the Group with regard 
to dealings in the Company’s securities. The code prohibits dealing in the Company’s securities by the Directors and employees of the 
Group while in possession of unpublished price-sensitive information. Directors and employees are not allowed to deal in the Company’s 
securities on short-term considerations and during the two weeks before the announcement of the Company’s financial statements for 
the first three quarters of its financial year and the one month before the announcement of the Company’s full year financial results. The 
Directors and employees are also required to adhere to the provisions of the Securities and Futures Act, Companies Act, the Listing Manual 
and any other relevant regulations with regard to their securities transactions. They are also expected to observe insider trading laws at all 
times even when dealing in securities within the permitted trading period.

MATERIAL CONTRACTS

Save as disclosed below and Notes 5 and 6 to the financial statements, there were no other material contracts of the Company or its 
subsidiaries involving the interest of the CEO, any Director or controlling shareholder either still subsisting as at 31 March 2017 or if not then 
subsisting, entered into since the end of the previous financial year.

a)  The Service Agreements of Mr Desmond Teo, Mr Teo Bee Hoe and Mr Steven Teo, each dated 26 September 2012 and the 
Supplementary Service Agreements of Mr Desmond Teo, Mr Teo Bee Hoe and Mr Steven Teo, each dated 1 May 2017;

b)  The Covenantors Non-Competition Deed dated 26 September 2012 entered into between the Company and Mr Teo Bee Yen, Mr 
Desmond Teo, Mr Teo Bee Hoe, Mr Steven Teo and Keh Swee Investment Pte. Ltd. ("Keh Swee");

c) The letter of undertaking dated 26 September 2012 from Keh Swee to the Company; and 

d)  The Shareholders’ loan agreement entered into between Gaylin International Pte. Ltd., a wholly-owned subsidiary of the Company 
and Keh Swee dated 8 August 2016.

INTERESTED PERSON TRANSACTIONS

The Group does not have a general mandate from shareholders for Interested Person Transactions (“IPTs”) pursuant to Rule 920 of the 
Listing Manual of the SGX-ST. 

All IPTs will be properly documented and submitted to the AC for quarterly review to ensure that they are carried out on an arm’s length 
basis, on normal commercial terms and will not be prejudicial to the interests of the shareholders. 

The Board will ensure all IPTs to be entered are complied with the relevant rules under Chapter 9 of the Listing Manual of the SGX-ST.

The Company confirms that there were no IPTs of S$100,000 or more entered into for financial year under review. 

NON-AUDIT FEES

There were no non-audit services that were rendered by the Company’s external auditors, Deloitte, to the Group for FY2017. 
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