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condensed Consolidated Statement of

Profit or Loss

For the six months
ended 30 June

2023 2022
Notes $$'000 S$'000
(unaudited) (unaudited)
Revenue 6 8,539 11,500
Cost of sales (4,713) (6,385)
Gross profit 3,826 5,115
Other income 7 9 122
Other gains — net 8 139 480
Selling and distribution expenses (82) (104)
Administrative expenses (2,070) (2,091)
Research and development expenses for mobile games (1,342) (846)
Operating profit 480 2,676
Finance income 298 10
Finance costs (292) (28)
Finance income/(costs), net 9 6 (18)
Profit before income tax 10 486 2,658
Income tax expense (i (501) (859)
(Loss)/profit for the period attributable to
owners of the Company (15) 1,799
(Loss)/earnings per share for (loss)/profit attributable to
owners of the Company
Basic and diluted (Singapore cents) 12 (0.0015) 0.1799
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condensed Consolidated Statement of
Comprehensive Income

For the six months
ended 30 June

2023 2022
$$'000 S$'000
(unaudited) (unaudited)
_(Loss)/profit for the peried . as) _______. Ly
Other comprehensive loss:
Item that may be reclassified subsequently to profit or 10Ss.
Currency translation differences (96) (66)
_Other comprehensive loss for the period, netoftax | _____ 96 _ _________ (66)_
Total comprehensive (loss)/income for the period
attributable to owners of the Company (111) 1,733
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condensed Consolidated Statement of

Financial Position

As at As at
30 June 31 December
2023 2022
Notes S$$'000 S$'000
(unaudited) (audited)
ASSETS
Non-current assets
Property, plant and equipment 14 11,412 12,149
Right-of-use assets 769 489
Intangible assets 19 27
Rental deposit 72 -
Current assets
Inventories 2,509 3,251
Trade and other receivables 15 2,978 4,407
Pledged bank deposits 50 52
Short-term bank deposits 21,952 10,903
Cash and cash equivalents 19,138 12,577
Total assets 58,899 43,855
EQUITY
Equity attributable to owners of the Company
Share capital 18 1,695 1,695
Reserves 25,027 20,855
Retained earnings 11,920 11,972
Totalequity 38682 3452
LIABILITIES
Non-current liabilities
Borrowings 17 13,559 272
Lease liabilities 578 448
Deferred income tax liabilities 1,103 1,112
Provision for reinstatement cost 16 93 91
O | B 1928
Current liabilities
Trade and other payables 16 3,389 5,928
Current income tax liabilities 1,041 1,164
Borrowings 17 144 92
Lease liabilities 350 226
4,924 7,410
_Total liabilites 2028 2,333
Total equity and liabilities 58,899 43,855
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condensed Consolidated Statement of
Changes in Equity

Share Retained Total
capital Reserves earnings equity
S$'000 S$'000 S$'000 S$'000
_Balance at 1January 2023 1695 R et
Comprehensive loss
_Lossfortheperiod L _: ] T as______ ! (15)
Other comprehensive loss
for the period, net of tax
_Currency translation differences ____ ____________________: T 96 - . (96)
Total comprehensive loss for the period - (96) (15) (111)
Transactions with owners
Appropriation of statutory reserves - 37 (37) -
Deemed contribution from controlling shareholder (Note 17) - 4,231 - 4,231
Total transactions with owners - 4,268 (37) 4,231
Balance at 30 June 2023 (unaudited) 1,695 25,027 11,920 38,642
_Balanceat 1January 2022 ____________ [EO SR 2V LA 32,680_
Comprehensive income
_Profitforthe period _____________________C i R 1799 _____ 1799
Other comprehensive loss
for the period, net of tax
_Currency translation differences ___ _______________________ R .o R (66)
Total comprehensive income for the period - (66) 1,799 1,733
Balance at 30 June 2022 (unaudited) 1,695 21,008 11,710 34,413
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condensed Consolidated Statement of

Cash Flows

For the six months
ended 30 June

2023 2022
$$'000 S$'000
(unaudited) (unaudited)

Cash flows from operating activities
Cash generated from operations 1,628 1,913
Income tax paid (621) (339)
Net cash generated from operating activities 1,007 1,574

Cash flows from investing activities
Purchase of property, plant and equipment (188) (24)
Purchase of computer software - @)
Changes in short-term and pledged bank deposits (11,047) (6,763)
Interest received 298 10
Net cash used in investing activities (10,937) (6,781)

Cash flows from financing activities
Proceeds from shareholder’s loan 16,770 -
Payment of other banking facilities (71) (221)
Principal payment of lease liabilities (230) (235)
Interest paid (29) (26)
Net cash generated from/(used in) financing activities 16,440 (482)
Net increase/(decrease) in cash and cash equivalents 6,510 (5,689)
Cash and cash equivalents at 1 January 12,577 13,932
Currency translation differences 51 63
Cash and cash equivalents at 30 June 19,138 8,306
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Notes to the Condensed Consolidated Interim
Financial Information

1. GENERAL INFORMATION

FSM Holdings Limited (the “Company”) and its subsidiaries (together, the “Group”) are principally engaged
in precision engineering, sheet metal fabrication and the development and distribution of online mobile
games. The Company was incorporated in the Cayman Islands with limited liabilities on 5 February 2018 as
an exempted company. The address of the Company'’s registered office is Cricket Square, Hutchins Drive, PO.
Box 2681, Grand Cayman KY1-1111, the Cayman Islands.

The condensed consolidated interim financial information is presented in Singapore Dollar (“S$” or “SGD")
unless otherwise stated.

2. BASIS OF PREPARATION

The condensed consolidated interim financial information for the six months ended 30 June 2023 is
prepared in accordance with International Accounting Standard (“IAS") 34, “Interim Financial Reporting”. The
condensed consolidated interim financial information have been prepared in accordance with International
Financial Reporting Standards (“IFRSs") issued by International Accounting Standards Board (“IASB”). The
condensed consolidated interim financial information should be read in conjunction with the Group’s annual
financial statements for the year ended 31 December 2022.

3. SIGNIFICANT ACCOUNTING POLICIES

Except for the adoption of new and amended standards as set out below, the accounting policies applied
and methods of computation used in the preparation of these condensed consolidated interim financial
statements are consistent with those followed in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2022.

(@ Amendments to standards adopted by the Group

The following new standards and amendments to existing standards are mandatory for accounting
periods beginning on or after 1 January 2023. The adoption of these new standards and amendments
to existing standards does not have any significant impact to the results and financial position of the

Group:
Effective for
annual periods
beginning on or
after
IFRS 17 Insurance Contracts 1 January 2023
IFRS 17 Amendments to IFRS17 1 January 2023
IFRS 17 Initial Application of IFRS 17 and IFRS9 — 1 January 2023

Comparative Information
Amendments to IAS 1 and Disclosure of Accounting Policies 1 January 2023
IFRS Practice Statement 2

IAS 8 (Amendments) Definition of Accounting Estimates 1 January 2023
IAS 12 (Amendments) Deferred Tax Related to Assets and Liabilities 1 January 2023

Arising from a Single Transaction
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Notes to the Condensed Consolidated Interim
Financial Information

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b)

New standards and amendment to existing standards not yet adopted

The following new standards, amendments to existing standards and interpretations have been
issued but are not effective for the financial year beginning on 1 January 2023 and have not been
early adopted by the Group:

Effective for
annual periods
beginning on or

after

IAS 1 (Amendments) Classification of Liabilities as Current or 1 January 2024
Non-current

IAS 1 (Amendments) Non-current Liabilities with Covenants 1 January 2024

IFRS 16 (Amendments) Lease Liability in a Sales and Leaseback 1 January 2024

IFRS 10 and IAS 28 (Amendments) Sale or Contribution of Assets between an To be determined
Investor and its Associate or Joint Venture

4. ESTIMATES AND FINANCIAL RISK MANAGEMENT

(a)

(b)

Estimates

The preparation of interim financial information requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of
assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing this condensed consolidated interim financial information, the significant judgments
made by management in applying the Group’s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the consolidated financial statements for the year
ended 31 December 2022.

Financial risk management
4.1  Financial risk factors

The Group's activities expose it to a variety of financial risks: market risk (including foreign
exchange risk and interest rate risk), credit risk and liquidity risk.

The condensed consolidated interim financial information do not include financial risk
management information and disclosures required in the annual financial statements,
and should be read in conjunction with the Group's annual financial statements as at 31
December 2022.

There have been no changes in the risk management policies since year end.

4.2 Fair value estimation

The Company has no significant financial instruments other than rental deposit, trade and
other receivables, trade and other payables, cash and cash equivalent, short-term deposits,
pledged bank deposits, borrowings and lease liabilities. The carrying amounts less impairment
(where applicable) of these balances are a reasonable approximation of their fair values due
to their short maturities.

FSM Holdings Limited INTERIM REPORT 2023 9



Notes to the Condensed Consolidated Interim
Financial Information

5. SEGMENT INFORMATION

(@) Description of segments and principal activities

The Chief Operating Decision Maker (‘CODM"), including Mr. Li Thet (“Mr. Li") and Mr. Toe Tiong Hock
(“Mr. Toe"), monitors the results of its operating segments for the purpose of making decisions about
resource allocation and performance assessment. The CODM has identified two reportable segments
of its business:

(i) Manufacturing business

Sheet metal fabrication with a focus on precision engineering and precision machining
service.

(ii) Online business
Development, distribution and operation of online mobile games.

(b) Segment profit before income tax

For the six months ended
30 June 2023

Manufacturing Online
business Business Total
$$°000 $$°000 $$'000

(unaudited) (unaudited) (unaudited)

Reportable segment revenue (Note 6)

From external customers 8,536 3 8,539
Reportable segment results 3,442 (2,193) 1,249
Corporate income 122
Corporate expenses (885)
Profit before income tax 486

For the six months ended

30 June 2022
Manufacturing Online

business Business Total
S$'000 $$'000 $$'000
(unaudited) (unaudited) (unaudited)

Reportable segment revenue (Note 6)
From external customers 11,468 32 11,500
Reportable segment results 4,704 (1,608) 3,096
Corporate income 105
Corporate expenses (543)
Profit before income tax 2,658
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Notes to the Condensed Consolidated Interim
Financial Information

5. SEGMENT INFORMATION (CONTINUED)

(c) Segment assets

Segment assets are measured in the same way as in the condensed consolidated interim financial
statements. These assets are allocated based on the operations of the segment and the physical
location of the assets.

As at As at

30 June 31 December

2023 2022

S$°'000 S$'000

(unaudited) (audited)

Manufacturing business 42,427 41,837

Online business 1,163 973

Total segment assets 43,590 42,810

Corporate assets 15,309 1,045

Total assets 58,899 43,855
The total of non-current assets, by location of the assets, is shown in the following:

As at As at

30 June 31 December

2023 2022

S$°'000 S$'000

(unaudited) (audited)

Singapore 8,833 9,380

Hong Kong 10 66

The People’s Republic of China (the “PRC") 533 109

Malaysia 2,896 3,110

Total non-current assets 12,272 12,665
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Notes to the Condensed Consolidated Interim
Financial Information

5. SEGMENT INFORMATION (CONTINUED)

(d) Segment liabilities
Segment liabilities are measured in the same way as in the condensed consolidated interim financial
statements. These liabilities are allocated based on the operations of the segment.

As at As at

30 June 31 December

2023 2022

S$°'000 S$'000

(unaudited) (audited)

Manufacturing business 4,944 5,932
Online business 630 589
Total segment liabilities 5,574 6,521
Corporate liabilities 14,683 2,812
Total liabilities 20,257 9,333

(e) Disaggregation of revenue from contracts with customers

The Group's revenue is mainly derived from sales to customers in Singapore. The breakdown of the
Group's revenue by location of its customers is shown in the table below.

For the six months ended

30 June
2023 2022
S$'000 S$°000
(unaudited) (unaudited)
Singapore 8,536 11,468
Other countries 3 32
8,539 11,500
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Notes to the Condensed Consolidated Interim
Financial Information

5. SEGMENT INFORMATION (CONTINUED)

Information about major customers

For the six months ended 30 June 2023, there were three customers (six months ended 30 June 2022: two
customers), which individually contributed over 10% of the Group's total revenue. During the period, the
revenues contributed from these customers are as follows:

For the six months ended

30 June
2023 2022
S$'000 S$'000
(unaudited) (unaudited)
Customer A 4,032 3,712
Customer B 3,164 6,598
Customer C 1,167 939*

* The corresponding revenue did not contribute over 10% of total revenue of the Group during the six months ended 30 June 2022.

6. REVENUE

Revenue from sale of manufactured sheet metal products, rendering of processing services and sale of in-
game virtual items recognised during the six months ended 30 June 2023 are as follows:

For the six months ended

30 June
2023 2022
S$°000 S$'000
(unaudited) (unaudited)
Sale of goods 8,312 11,151
Processing services 224 317
Sale of in-game virtual items 3 32
8,539 11,500

FSM Holdings Limited INTERIM REPORT 2023 1 3



Notes to the Condensed Consolidated Interim
Financial Information

7. OTHER INCOME

For the six months ended

30 June
2023 2022
S$$'000 S$°000
(unaudited) (unaudited)
Government grant - 62
Scrap sales 5 24
Others 4 36
9 122

8. OTHER GAINS - NET

For the six months ended

30 June
2023 2022
S$'000 S$'000
(unaudited) (Unaudited)
Foreign exchange gains 139 480

9. FINANCE INCOME/(COSTS), NET

For the six months ended

30 June
2023 2022
S$$'000 S$'000
(unaudited) (unaudited)
Finance income
__Bankdeposits . 298 ________10_
Finance costs
Unwinding of discount on shareholder’s loan (Note) (261) -
Other banking facilities (10) 2
Lease liabilities (19) (24)
Reinstatement costs (2) )
N ) (28)
Finance income/(costs), net 6 (18)

Note: It represents non-cash finance costs resulting from unwinding of the discount on the shareholder’s loan.
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Notes to the Condensed Consolidated Interim
Financial Information

10. PROFIT BEFORE INCOME TAX

Profit before income tax has been arrived at after charging:

11.

For the six months ended

30 June
2023 2022
$$'000 S$'000
(unaudited) (unaudited)
Cost of inventories sold 1,767 3,066
Employee benefit expenses (including directors” emoluments) 2,470 2,896
Depreciation charge for property, plant and equipment and
right-of-use assets 973 994
Amortisation of intangible assets 8 8
Operating lease expense in respect of short-term leases 22 19
Subcontractor fees 282 249
Utilities 177 370
Legal and professional fee 243 159
Research and development expenses for mobile games (including
staff costs and excluding amortisation and depreciation charges) 1,325 830
Auditor’s remuneration
— Audit services 200 185

INCOME TAX EXPENSE

The amount of income tax expense recognised in the condensed consolidated statements of profit or loss

represents:
For the six months ended
30 June
2023 2022
S$'000 S$'000
(unaudited) (unaudited)
Current income tax 502 859
Deferred income tax (1) -
Income tax expense 501 859
(@) Singapore corporate income tax

Singapore corporate income tax is calculated at the rate of 17% on the chargeable income of the
subsidiaries incorporated in Singapore in accordance with Singapore Income Tax Act during the six
months ended 30 June 2023 (six months ended 30 June 2022: 17%).
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Notes to the Condensed Consolidated Interim
Financial Information

11.

12.

INCOME TAX EXPENSE (CONTINUED)

(b)

(c)

Malaysia corporate income tax

Malaysia corporate income tax is calculated at the rate of 24% on the chargeable income of the
subsidiaries incorporated in Malaysia in accordance with Malaysia Income Tax Act during the six
months ended 30 June 2023 (six months ended 30 June 2022: 24%).

The PRC corporate income tax

According to the Enterprise Income Tax Law and the Implementation of the Enterprise Income
Tax Law of the PRC, an entity eligible as a Small Low-profit Enterprise is subject to preferential tax
treatments. From 1 January 2023 to 31 December 2024, a Small Low-profit Enterprise with annual
taxable income of not more than RMB1,000,000 is subject to Enterprise Income Tax calculated at 25%
(six months ended 30 June 2022: 12.5%) of its taxable income at tax rate of 20% (six months ended 30
June 2022: 20%). A subsidiary of the Group is eligible as a Small Low-profit Enterprise and is subject to
the relevant preferential tax treatments.

(LOSS)/EARNINGS PER SHARE

(a)

(b)

Basic

Basic (loss)/earnings per share is calculated by dividing the (loss)/profit attributable to the owners
of the Company by the weighted average number of ordinary shares in issue during the six months
ended 30 June 2023.

For the six months ended

30 June
2023 2022
(unaudited) (unaudited)
(Loss)/profit attributable to the owners of

the Company (S$'000) (15) 1,799

Weighted average number of ordinary shares in issue
(in thousand) 1,000,000 1,000,000
Basic (loss)/earnings per share in Singapore cents (0.0015) 0.1799

Diluted

For the six months ended 30 June 2023 and 2022, diluted (loss)/earnings per share equals basic
(loss)/earnings per share as there was no dilutive potential shares.
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Notes to the Condensed Consolidated Interim
Financial Information

13. INTERIM DIVIDEND

The Directors do not recommend the payment of an interim dividend for the six months ended 30 June 2023
(six months ended 30 June 2022: Nil).

14. PROPERTY, PLANT AND EQUIPMENT

For the
six months ended
30 June 2023

S$'000

(unaudited)

As at 1 January 2023 12,149
Additions 188
Depreciation (768)
Currency translation differences (157)
As at 30 June 2023 11,412
For the

six months ended

30 June 2022

S$'000

(unaudited)

As at 1 January 2022 12,685
Additions 24
Depreciation (780)
Currency translation differences (86)
As at 30 June 2022 11,843

FSM Holdings Limited INTERIM REPORT 2023 1 7



Notes to the Condensed Consolidated Interim
Financial Information

15. TRADE AND OTHER RECEIVABLES

As at As at

30 June 31 December

2023 2022

S$'000 S$'000

(unaudited) (audited)

Trade receivables 2,613 3,999
Less: loss allowance - _
Trade receivables, net 2,613 3,999
Prepayments 123 147
Deposits 154 151
Other receivables 88 110
2,978 4,407

The Group normally grants credit terms to its customers ranging from 30 to 90 days. The ageing analysis of

these trade receivables based on invoice date is as follows:

As at As at

30 June 31 December

2023 2022

S$°000 S$'000

(unaudited) (audited)

0 to 30 days 1,427 2,050
31 to 60 days 1,097 1,764
61 to 90 days 88 131
Over 90 days 1 54
2,613 3,999
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Notes to the Condensed Consolidated Interim
Financial Information

16. TRADE AND OTHER PAYABLES AND PROVISION FOR REINSTATEMENT

COST
As at As at
30 June 31 December
2023 2022
$$'000 S$'000
(unaudited) (audited)
Non-current
_Provision for reinstatement cost | ____________________ L. __% 2 g
Current
Trade payables 886 1,778
Other payables and accruals
- Accrued expenses 2,358 3,457
- Others 145 693
i ________ DN s
Total 3,482 6,019
The ageing analysis of the trade payables based on invoice date is as follows:
As at As at
30 June 31 December
2023 2022
$$'000 S$'000
(unaudited) (audited)
0 to 30 days 169 365
31 to 60 days 256 644
61 to 90 days 143 187
Over 90 days 318 582
886 1,778

FSM Holdings Limited INTERIM REPORT 2023 1 9



Notes to the Condensed Consolidated Interim

Financial Information

17. BORROWINGS

As at As at

30 June 31 December

2023 2022

S$'000 S$°000

(unaudited) (audited)

Shareholder’s loan 13,199 -

Other banking facilities 504 364

Total borrowings 13,703 364
Of which

Non-current liabilities 13,559 272

Current liabilities 144 92

13,703 364

The carrying amounts of the Group’s borrowings approximated their fair values and were denominated in
Hong Kong Dollar (“HK$" or “HKD") and S$.

Shareholder’s loan represented shareholder’s loan with a total amount of HK$100 million (equivalent to
S$16.77 million) provided by Luxuriant East Limited, a company wholly-owned by Mr. Li. The shareholder’s
loan is interest-free, unsecured and has a term of five years. No transaction cost was incurred. The difference
between this loan’s principle amount and this loan’s present value discounted using the prevailing market
rate of interest was initially recognised as deemed contribution from controlling shareholder and was
included in other reserves.

Other banking facilities mainly represented the financing arrangements between the Group and banks for
the acquisition of machineries. The other banking facilities were secured by pledged bank deposits and
certain machineries as at 30 June 2023 and 31 December 2022.

18. SHARE CAPITAL

Number of
shares Share capital
S$°'000

Authorised:
Ordinary shares of HK$0.01 each
At 31 December 2022 and 30 June 2023 2,000,000,000 3,390
Issued and fully paid:
Ordinary shares of HK$0.01 each
At 31 December 2022 and 30 June 2023 1,000,000,000 1,695
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Notes to the Condensed Consolidated Interim
Financial Information

19. CAPITAL COMMITMENTS

At the end of the reporting period, the Group had the following capital commitments contracted for but not
provided in the condensed consolidated financial statements:

As at As at
30 June 31 December
2023 2022
$$'000 S$'000
(unaudited) (audited)
Capital expenditure in respect of the acquisition of
property, plant and equipment 90 120

20. RELATED PARTY TRANSACTIONS

(@) Names and relationships with related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party, to joint control over the party or exercise significant influence over the other party in
making financial and operation decisions, or vice versa. Related parties may be individuals (being
members of key management personnel, significant shareholders and/or their close family members)
or other entities and include entities which are under the significant influence of related parties of the
Group where those parties are individuals. Parties are also considered to be related if they are subject
to common control.

The directors of the Company are of the view that the following parties/companies were related
parties that had transactions or balances with the Group during the six months ended 30 June 2023
and 2022:

Name of related parties Relationship with the Group

Mr. Li Director and shareholder
Luxuriant East Limited A company wholly-owned by Mr. Li
Mr. Toe Director

Ms. Wong Yet Lian Spouse of Mr. Toe

Mr. Toe Wei Xian Child of Mr. Toe

Ms. Toe Yun Xu Child of Mr. Toe

Ms. Toh Yun Han Child of Mr. Toe

Save as disclosed elsewhere in the condensed consolidated interim financial statements, the Group
had the following related party transactions during the six months ended 30 June 2023 and 2022.
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Notes to the Condensed Consolidated Interim

Financial Information

20. RELATED PARTY TRANSACTIONS (CONTINUED)

(b) Transactions with related parties

For the six months ended

30 June

2023 2022

S$°'000 S$'000

(unaudited) (unaudited)

Shareholder’s loan from Luxuriant East Limited 16,770 =
Emolument payable or paid to

— Children of the director for the services to the Group 114 113

— Spouse of the director for the services to the Group 129 110

(c) Key management compensation

The executive directors of the Group are regarded as key management. The remunerations of key

management during the period are set out as below:

For the six months ended

30 June
2023 2022
S$'000 S$°000
(unaudited) (unaudited)
Fee and salaries, other allowances and benefits, bonuses 341 334
Defined contribution pension 8 8
349 342

(d) Balances with related parties

As at As at
30 June 31 December
2023 2022
S$'000 S$°000
(unaudited) (audited)
Shareholder’s loan from Luxuriant East Limited 13,199 -
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Management Discussion and Analysis

The board (the “Board”) of directors (the “Directors”) of FSM Holdings Limited (the “Company”) present the
unaudited condensed consolidated interim financial statements of the Company and its subsidiaries (collectively,
the “Group”) for the six months ended 30 June 2023.

BUSINESS REVIEW

The Group has two major business segments, namely manufacturing business and online business.

MANUFACTURING BUSINESS

Sheet metal fabrication business

Under the manufacturing business segment, the Group engages in sheet metal fabrication with a focus on precision
engineering and precision machining service with production facilities based in Singapore and Malaysia. Sheet metal
fabrication is the use of sheet metal to produce structures and products for various applications, whereas precision
engineering requires attention to detail and knowledge for careful application of measurements, control and
fabrication methods which supports the production of complex components in various industries. The customers
of the Group's manufacturing business are contract manufacturers and brand owners which include subsidiaries of
several established multi-national companies. The Group’s customers in this segment would integrate and assemble
sheet metal products provided by the Group into machineries used for various applications.

According to data released by the Ministry of Trade and Industry of Singapore, the Singapore economy recorded a
continued growth in the first half of 2023 and grew by 0.4% and 0.7% on a year-on-year basis in the first quarter and
second quarter of 2023, respectively. However, the manufacturing sector in Singapore contracted by 5.3% and 7.5%
on a year-on-year basis in the first quarter and second quarter of 2023 respectively due to the decline of output
across all manufacturing clusters, except for the transport engineering cluster.

For the six months ended 30 June 2023, the Group’s manufacturing segment recorded total revenue of
approximately S$8.54 million, representing a decrease of approximately $$2.93 million or 25.6%, from approximately
S$11.47 million for the six months ended 30 June 2022. The decrease in revenue was mainly due to the decrease in
sales orders as a result of economic slowdown in the first half of 2023.

ONLINE BUSINESS

Mobile game business

For the six months ended 30 June 2023, the revenue from mobile game business under the online business
segment was approximately $$3,000 (six months ended 30 June 2022: approximately $$0.03 million).

The Group launched our first mobile game to the market since December 2020. In the first half of 2023, the Group
has continued to operate our mobile game and strengthened our research and development in order to develop
and optimise our existing and new mobile games.

BUSINESS PROSPECTS

The International Monetary Fund has projected the global economy to grow at 3.0% in 2023 according to their July
2023 review. However, in the second half of 2023, there are still many uncertainties affecting the global economy
such as inflation and the UKraine-Russia war situation. Also, in part as a result of unresolved real estate problems,
China’s economy may face various challenges which may cause negative cross-border spillovers.
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In the face of a challenging business environment, the Group remains committed to maintaining strong relationships
with both existing and potential customers in its manufacturing business. This will involve deploying outreach
strategies and upgrading machinery and robotics to enhance production efficiency and competency. The Group also
intends to manage its business expenses carefully by continually seeking ways to reduce production and operating
Costs.

To diversify its revenue stream, the Group launched a mobile game in December 2020, and it will continue to enrich
its online business by developing and optimising mobile game products in the second half of 2023. The Group
recognises the importance of adapting to market changes, and will regularly review its development strategy and
operation of the online business.

The Board will continue to focus on our manufacturing business which is our core business by enhancing
its production competency and efficiency. In order to diversify revenue streams and strengthen the Group's
performance under the current challenging environment of our manufacturing business, the Board will continue
to explore other business opportunities. The Board believes that more diversified revenue streams are expected to
deliver long term sustainable value to our shareholders.

FINANCIAL REVIEW

Revenue

The following table sets forth the breakdown of the Group's revenue from (i) manufacturing business and (i) online
business for the six months ended 30 June 2023 and 2022:

For the six months ended 30 June

2023 2022
S$'000 % S$'000 %
(unaudited) (unaudited)
Manufacturing business 8,536 99.96 11,468 99.72
Online business 3 0.04 32 0.28
Total 8,539 100.00 11,500 100.00

For the six months ended 30 June 2023, the Group's revenue decreased by approximately S$2.96 million or
25.7% compared to the same period in 2022. The decrease was mainly due to decrease in revenue from the
manufacturing business, as sales orders dropped as a result of economic slowdown.

Gross profit and gross profit margin

The Group's gross profit decreased by approximately S$1.29 million from approximately $$5.12 million for the
six months ended 30 June 2022 to approximately S$3.83 million for the six months ended 30 June 2023. The
Group's gross profit margin increased slightly from approximately 44.5% for the six months ended 30 June 2022 to
approximately 44.8% for the six months ended 30 June 2023. The decrease in the Group’s gross profit was mainly
due to the decrease in revenue from the manufacturing business in the first half of 2023.
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Administrative expenses

The Group's administrative expenses decreased by approximately $$0.02 million or 1.0% from approximately $$2.09
million for the six months ended 30 June 2022 to approximately S$2.07 million for the six months ended 30 June
2023. The decrease was mainly driven by better cost control and the enhancement of operation efficiency.

Research and development expenses for mobile games

The Group's research and development expenses which mainly consisted of staff costs and other costs incurred in
developing and optimising the Group’s mobile games increased by approximately S$0.49 million from approximately
$$0.85 million for the six months ended 30 June 2022 to approximately S$1.34 million for the six months ended 30
June 2023. The increase was mainly due to increase in outsourcing work and staff costs incurred in developing and
optimising the Group’s mobile games.

Income tax expense

The Group's income tax expense primarily related to our operations in Singapore, Malaysia and the PRC. The income
tax expense decreased by approximately $$0.36 million or 41.7% from approximately S$0.86 million for the six
months ended 30 June 2022 to approximately S$0.50 million for the six months ended 30 June 2023. The decrease
was mainly due to the decrease in profit generated from our manufacturing business in Singapore.

(Loss)/profit for the period attributable to owners of the Company

As a result of the above factors, the Group recorded a loss of approximately S$0.02 million attributable to owners
of the Company for the six months ended 30 June 2023 (six months ended 30 June 2022: profit of approximately
S$1.80 million).

Interim dividend

The Board resolved not to declare payment of any interim dividend for the six months ended 30 June 2023 (six
months ended 30 June 2022: Nil).

Liquidity and financial resources

The Group’s primary uses of cash are to satisfy the working capital and capital expenditure needs. The Group's
working capital needs and capital expenditure requirements have been principally financed through a combination
of shareholders’ equity, cash generated from operations, trade facilities, bank loans and shareholder’s loan.

The Group adopts a prudent cash and financial management policy. The Group's cash, mainly denominated in
United States Dollars (“USD"), SGD, Malaysian Ringgit (“MYR"), HKD and Renminbi (“"RMB"), are generally deposited
with reputable financial institutions. The Group'’s borrowings are denominated in HKD and SGD, and lease liabilities
are denominated in SGD, HKD and RMB.

As at 30 June 2023, the Group's total equity attributable to owners of the Company amounted to approximately
$$38.64 million (31 December 2022: approximately S$34.52 million).

FSM Holdings Limited INTERIM REPORT 2023 25



Management Discussion and Analysis

As at 30 June 2023, the Group's net current assets were approximately S$41.70 million (31 December 2022:
approximately S$23.78 million) and the Group had cash and cash equivalents, short-term bank deposits and pledged
bank deposits of approximately S$41.14 million (31 December 2022: approximately $$23.53 million). The Group had
borrowings and lease liabilities of approximately S$13.70 million (31 December 2022: approximately $$0.36 million)
and approximately $$0.93 million (31 December 2022: approximately S$0.67 million), respectively.

As at 30 June 2023, the Group's current ratio (calculated by dividing current assets by current liabilities as at the end
of the period/year) was approximately 9.5 times (31 December 2022: approximately 4.2 times). The Group’s gearing
ratio (calculated by dividing total borrowings and lease liabilities by total equity as at the end of the period/year) was
approximately 37.9% (31 December 2022: approximately 3.0%).

Shareholder’s Loan

In February 2023, Luxuriant East Limited, a company wholly-owned by Mr. Li Thet, provided a total of HK$100 million
(equivalent to S$16.77 million) shareholder’s loan (the “Shareholder’s Loan”) to the Company. The Group mainly
used the Shareholder’s Loan (i) as the general working capital for the Group; and (i) for development of our online
business. The Shareholder’s Loan is interest-free, unsecured and has a term of five years, which is fully exempted
from shareholders’ approval, annual review and all disclosure requirements pursuant to Rule 14A.90 of the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The Management considered that the terms of the Shareholder’s Loan was favourable to and in the
interests of the Company and all shareholders as a whole.

Capital Structure

There has been no change in the capital structure of the Group since the listing (the “Listing”) of the Company’s
shares on the Main Board of the Stock Exchange. The share capital of the Company only comprises ordinary shares.

Pledge of Assets

The Group's other banking facilities which were secured by pledged bank deposits of $$0.05 million and the Group’s
machineries of $$0.70 million as at 30 June 2023 (31 December 2022: S$0.05 million and S$0.54 million).

Significant Investments, Material Acquisition and Disposal of Subsidiaries and Associated
Companies

There were no significant investments held, material acquisition or disposal of subsidiaries and associated
companies during the six months ended 30 June 2023.

Future plans for material investments or capital assets

Save as disclosed in the prospectus of the Company dated 29 June 2018 (the “Prospectus”), the Group did not have
other future plans for material investments or additions of capital assets as at 30 June 2023.

Contingent Liabilities

As at 30 June 2023, the Group did not have any significant contingent liability, guarantee or any litigation against the
Group that would have a material impact on the Group’s financial position or results of operations.

Capital Commitments

As at 30 June 2023, the Group had capital commitments of approximately $S$0.09 million, which was related to
acquisition of property, plant and equipment (31 December 2022: S$0.12 million).

26 INTERIM REPORT 2023 FSM Holdings Limited



Management Discussion and Analysis

Events Occurring After the Reporting Period

The Group does not have any material subsequent event after the reporting period and up to the date of this interim
report.

Foreign Exchange Risk

The Group's business operations were conducted in Singapore, Malaysia, Hong Kong and the PRC. The sales of
the Group are denominated in HKD, USD and SGD. Majority of the purchases and other costs of the Group are
denominated in SGD, USD, MYR, HKD and RMB. The functional currency of the Group is SGD. The Group is exposed
to foreign exchange risk, primarily USD, RMB and HKD. As at 30 June 2023, the Group retains part of the proceeds
from the Listing in HKD and USD that are exposed to foreign exchange risk. During the period, there was no material
adverse impact to the Group arising from the fluctuation in the foreign exchange rates. The Group did not engage in
any derivatives agreement and did not commit to any financial instruments to hedge its foreign exchange exposure
during the period.

Employees and Remuneration Policies

As at 30 June 2023, the Group employed 205 full-time employees (31 December 2022: 209 employees). The
employees’ salaries are determined based on each employee’s qualification, experience, performance and
suitability. The Directors receive compensation in the form of fees, salaries and discretionary bonuses related to the
Group's performance. The emoluments of the Directors have been reviewed by the remuneration committee of the
Company, having regard to the Company's operating results, market competitiveness, individual performance and
achievement, and approved by the Board. The Group also provides on-work training to the employees to improve
technical competence and occupational health and safety.

Share Option Scheme

The Company adopted a share option scheme on 22 June 2018 (the “Scheme”) and shall expire on 22 June 2028.
Pursuant to the Scheme, certain eligible participants, among others, the Directors and employees of the Group, may
be granted options to subscribe for shares of the Company (the “Shares”). The purpose of the Scheme is to provide
incentives or rewards to employees for their contribution to our Group and/or to enable our Group to recruit and
retain high-calibre employees and attract human resources. A summary of the principal terms of the Scheme is
set out in the paragraph headed “D. Share Option Scheme” in Appendix V to the Prospectus. The terms of the
Scheme are in accordance with the provisions of Chapter 17 of the Listing Rules. No share option has been granted,
exercised, cancelled or lapsed since the adoption of the Scheme and there was no share option outstanding as at
30 June 2023.

Use of Proceeds from the Listing

The Group completed its Listing and received net proceeds of approximately HK$95.2 million (“Net Proceeds”).
The Net Proceeds has been used in the manner consistent with that mentioned in the section headed “Future
Plans and Use of Proceeds” of the Prospectus and the announcement of the Company dated 29 September
2020. On 29 September 2020, the Board, having considered the business environment and development of the
Group (in particular the impact of the COVID-19 pandemic), resolved to change the use of the remaining unutilised
Net Proceeds. For details of the revised allocation, please refer to the announcement of the Company dated
29 September 2020.
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Applications of the Net Proceeds during the period and from the Listing Date up to 30 June 2023 were as follows:

Utilised
Amount amount Utilised
utilised Unused from the date Unused amount
upto  amount up to of revised amount from Unused
the date the date allocation to asat 1January  amountasat  Expected timeline for
Original of revised of revised Revised 1 January 1 January 2023 to 30June  utilising the remaining
Use of Net Proceeds: allocation allocation allocation allocation 2023 2023 30 June 2023 2023 proceeds (Note)
HKS million HKS million HKS million HKS million HKS million HKS million HKS million HKS million
Bxpansion in production capacity $%38 168 300 89 40 49 06 43 Before 30 une 2024
Greater production automation 2.1 120 171 58 48 10 09 01 Before 30 June 2024
Enhancing our information technology system 94 11 83 19 05 14 04 10 Before 30 June 2024
Improving quality assurance capabilties 21 01 26 26 21 05 02 03 Before 30 June 2024
Increasing marketing efforts 12 - 12 - - - - -
(General working capital and other corporate purposes 60 60 - 100 100 - - -
Working capital for the business of precision engineering and
precision machining services - - - 00 00 - - -
952 360 592 92 514 78 21 57

As at 30 June 2023 and the date of this interim report, the unutilised Net Proceeds were placed in interest-bearing
deposits with licensed banks in Hong Kong and Singapore. The Group expects to gradually utilise the remaining Net
Proceeds in the manner mentioned in the table above and as stated in the announcement of the Company dated 29
September 2020, including but not limited to developing our production facilities and introducing an ERP system.

Note:  The expected timeline for utilising the remaining Net Proceeds is based on the best estimation of the future market conditions
made by the Group and will be subject to change based on future development or market conditions. The Company will keep
reviewing the use of proceeds in light of the recent market conditions.
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CORPORATE GOVERNANCE

The Company is committed to achieving and maintaining high standards of corporate governance to safeguard
the interests of its shareholders and enhance its corporate value and accountability. The Directors recognise the
importance of incorporating elements of good corporate governance in the management structures, internal control
and risk management procedures of the Group so as to achieve effective accountability. The Company adopted all
the code provisions in the Corporate Governance Code (the “CG Code”) in Part 2 of Appendix 14 to the Listing Rules
as its own code on corporate governance practices. During the six months ended 30 June 2023, the Company has
complied with the applicable code provisions set out in the CG Code as contained in Part 2 of Appendix 14 to the
Listing Rules.

CHANGES IN INFORMATION OF THE DIRECTORS

Upon enquiry by the Company, there is no change in the information of the Directors required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules since the Company's last published annual report.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS

As at 30 June 2023, the interests or short positions of the Directors or chief executives of the Company in any
shares, underlying shares or debentures of the Company or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance of Hong Kong (the “SFO")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they are taken or deemed to have under such provisions of the SFO), or which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein or which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 (the “Model Code”) of the Listing Rules were as follows:

Long positions in the Shares

Approximate

Number of percentage of

Shares held/ issued share

Name of director Nature of interest interested in capital

Mr. Li Thet ("Mr. Li") (Note) Interest in controlled corporation 602,340,000 60.23%

Note:  Luxuriant East Limited (“Luxuriant East”) is directly wholly-owned by Mr. Li, therefore Mr. Li is deemed to be interested in the shares
which Luxuriant East is interested in under the SFO.

Save as disclosed above, as at 30 June 2023, none of the Directors or chief executives of the Company had any
interests or short positions in any shares, underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which were notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which they are
taken or deemed to have under such provisions of the SFO), or which were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein, or which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code of the Listing Rules.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 30 June 2023, the following persons (other than the Directors or chief executives of the Company) had
interests or short positions in the shares and underlying shares of the Company which were notified to the
Company and the Stock Exchange pursuant to Divisions 2 and 3 of Part XV of the SFO and entered in the register
maintained by the Company pursuant to Section 336 of the SFO were as follows:

Long positions in the Shares

Approximate

Number of percentage of

Shares held/ issued share

Name of Shareholder Nature of interest interested in capital

Luxuriant East (Note) Beneficial owner 602,340,000 60.23%

Note:  Luxuriant East is directly wholly-owned by Mr. Li, therefore Mr. Li is deemed to be interested in the shares which Luxuriant East is
interested in under the SFO.

Save as disclosed above, as at 30 June 2023, the Company had not been notified by any persons (other than the
Directors or chief executives of the Company) who had interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO, or which were recorded in the register maintained by the Company pursuant to Section 336 of
the SFO.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the six months ended 30 June 2023, neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) has reviewed the Group's unaudited condensed
consolidated interim results for the six months ended 30 June 2023 and discussed with the management on the
accounting principles and practices, financial reporting process, risk management, and internal control systems
adopted by the Group, with no disagreement by the Audit Committee.

SECURITIES TRANSACTIONS BY DIRECTORS

The Group adopted the Model Code of the Listing Rules as the code of conduct regarding securities transactions by
Directors. All Directors have confirmed, following specific enquiries by the Company, that they fully complied with
the Model Code of the Listing Rules during the six months ended 30 June 2023.

By order of the Board
FSM Holdings Limited
Li Thet
Chairman

Hong Kong, 29 August 2023
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