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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF

FULLERTON HEALTHCARE CORPORATION LIMITED

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Fullerton Healthcare Corporation Limited (the
“Company”) and its subsidiaries (the “Group”) which comprise the consolidated statement of financial
position of the Group as at 31 December 2020, and the consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows of the Group for the
year then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies, as set out on pages 10 to 105.

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion
section of our audit report, the accompanying consolidated financial statements of the Group are properly
drawn up in accordance with International Financial Reporting Standards (“IFRSs”) so as to give a true and
fair view of the consolidated financial position of the Group as at 31 December 2020, and of its consolidated
financial performance, consolidated changes in equity and its consolidated cash flows for the year then
ended.

Basis for Qualified Opinion

As disclosed in Note 35 to the consolidated financial statements, in early May 2021, the Group received a
complaint from an anonymous external party alleging improper conduct/business practice undertaken by an
executive director of the Group in two countries where the Group provides medical services. The Company
has commenced an investigation into these allegations (“Investigation”) by engaging two external
professional parties.

As at the date of our report, the Investigation is not yet complete, including responses from the
aforementioned executive director and one relevant party which have not been received. Accordingly, we
are unable to complete our audit procedures, including interview with one of the external professional parties
on the Investigation.  The outcome of the Investigation could provide other information or findings which
may have an impact on the consolidated financial statements, including compliance with applicable laws and
regulations.

Accordingly, we are unable to obtain sufficient appropriate audit evidence to determine whether any
adjustments to and/or additional disclosures in the accompanying consolidated financial statements may be
required.

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

Material Uncertainty Related to Going Concern

We draw attention to Note 30(d) to the financial statements, the Group is in a net current liabilities position
of $122.8 million and net loss of $242.7 million. Borrowings of the Group amounted to $222.6 million,
consisting of bank borrowings of $123.2 million and senior unsecured guaranteed bonds of $99.4 million. Of
the total borrowings, $155.8 million are due in 2021 and $58.7 million are due in 2022. The Group also
granted put options of $135.7 million to corporate investors in respect of Fullerton Health China Limited
(“FHCL”) and Fullerton China Hospital Limited ("FCHL") which are exercisable on or after 31 March 2022.

The Group is exposed to an increased liquidity risk in relation to their ability to fulfil the above and other
obligations as and when they fall due for at least the next 12 months up to October 2022, which is premised
on the Group’s ability to successfully negotiate and raise additional funding by March 2022 and obtain
continued support from the Group’s lenders including compliance of covenants of loan agreements, among
other measures of the Group as disclosed in Note 30(d) to the financial statements. These sources of funding
include equity fundraising from investors, new bank loans, potential reduction of liabilities by way of
conversion of certain liabilities into equity including put options granted to corporate investors in respect of
FHCL and FCHL, and/or partial conversion of the convertible preference shares and perpetual securities
issued by the Company into ordinary shares thereby reducing the amount of preference dividends and
distributions payable thereon.

These conditions, along with other matters as set forth in Note 30(d) to the financial statements, indicate
the existence of a material uncertainty which may cast significant doubt on the Group’s ability to continue
as a going concern. Nevertheless, for the reasons disclosed in Note 30(d) to the financial statements,
management are of the view that it is appropriate for the financial statements to be prepared on a going
concern basis. Our opinion is not modified in respect of this matter.
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Key Audit Matters

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

Key Audit Matters How the matter was addressed in the audit
Impairment of assets

Under IAS 36 Impairment of Assets, the Group is
required to test goodwill for impairment at least
annually or when indicators exist. This assessment
requires the exercise of significant judgement about
future market conditions, including discount rates,
annual growth rates and terminal growth rates. The
aggregated goodwill of the Group amounted to $470.0
million which constituted 33.2% of the Group’s total
assets at 31 December 2020.

The key assumptions to the impairment test and the
sensitivity of changes in these assumptions to the risk
of impairment are disclosed in Note 3 and Note 15.

In addition, investment in associates is tested for
impairment whenever there is any objective evidence
or indication that these assets may be impaired. For the
year ended 31 December 2020, the Group recorded
accumulated impairment loss of $61.4 million to write
down the carrying amount of the investment in
associates to its recoverable amount as disclosed in
Note 17.

The determination of recoverable amount on the
investment in associates involves management making
judgement around the recoverable amount.

Our audit procedures focused on evaluating and challenging
the key assumptions used by management in conducting the
impairment review. These procedures included:

Understanding management’s process and relevant
controls over the preparation of the impairment analysis;

Using our valuation specialists to independently develop
expectations for the key macro-economic assumptions
used in the impairment analysis, in particular the
discount rates, annual growth rates and terminal growth
rates, and comparing the independent expectation to
those used by management;

Using our valuation specialists to independently develop
expectations on the recoverable amount of the
underlying assets held by the associate;

Challenging the cash flow forecasts used, with
comparison to recent performance and management’s
expectations and any subsequent adjusting events; and

Reviewing the historical accuracy of the Group cash flow
forecasts by comparing the actual results against
previous cash flow forecasts.

We have also assessed the adequacy and appropriateness of
the disclosures made in the consolidated financial
statements.
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Key Audit Matters How the matter was addressed in the audit
Valuation of derivatives

As detailed in Note 23 and Note 28, the Group has three
types of derivative liabilities, totaling $151.1 million as at
31 December 2020:

1) Put options written to corporate investors of an
associate;

2) Put options written to non-controlling interests; and
3) Interest rate swaps.

Valuation of the derivatives is based on a number of
assumptions, the key ones being the future performance
of the underlying entities and the discount rates. We
focused on these assumptions due to the inherent
judgement involved in determining these assumptions as
disclosed in Note 3.

Our audit procedures focused on evaluating and
challenging the key assumptions used by management in
performing the valuation of the derivatives. These
procedures included:

Understanding management’s process and relevant
controls over the valuation of derivatives;

Using our valuation specialists to independently develop
expectations and challenge the key assumptions for the
key macro-economic assumptions used in the valuation
of the derivatives, in particular the discount rate, recent
and future performance of the underlying entities, and
comparing the independent expectation to those used
by management; and

Assessing the reasonableness of management’s
interpretation of certain items to be included or
excluded from the performance measures in
determining if the agreed performance measures have
been met.

We have also assessed the adequacy and appropriateness
of the disclosures made in the consolidated financial
statements.

Insurance Contract Provisions – Provision for Incurred But Not Reported (“IBNR”) claims

As detailed in Note 19 “Insurance contract provisions” to
the consolidated financial statements, the Group recorded
an amount of $40.8 million of Incurred But Not Reported
(“IBNR”) claims from its Health Maintenance Organisation
(“HMO”) contracts.

IBNR claims are based on the estimate ultimate cost of
all claims incurred but not settled as at reporting date,
whether reported or not.

Our audit procedures focused on reviewing and evaluating
the work performed by component’s auditors over IBNR
valuation.  These procedures included:

Using our internal actuary specialists in our evaluation
of the work performed by HMO’s auditors and external
actuary specialist on the appropriateness and
reasonableness of the methodology and estimates
used by management; and

Understanding management’s process and relevant
controls over estimations and recording of IBNR claims.

We have also assessed the adequacy and appropriateness
of the disclosures made in the consolidated financial
statements.
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Key Audit Matters How the matter was addressed in the audit
Related Party Receivables

As disclosed in Note 10 to the consolidated financial statements,
other receivables from related parties comprise of $13.8 million
and $84.4 million relating to advances made to a related party
during the year ended 31 December 2019 and consideration
receivable for sale of investment to another related party in 2018
respectively. As of 31 December 2019 in assessing the
collectability of the receivables from related parties, the Group
obtained letters of undertaking from the respective related
parties (the “Related Parties”) that repayment to the Group will
take priority upon the occurrence of the sale of its assets,
including an investment property held by the related party. As at
the date of the audit report, such letters of undertaking were not
provided by the Related Parties for 2020.

Subsequent to year end, a notes purchase agreement was
entered into between the original notes holders to the immediate
holding company of the entity holding the investment property
and a consortium of investment holding companies of private
investors and property investment business (the “new notes
holders”), for the sale of the notes together with a call option
deed which grants an option to purchase the shares of the entity
that holds  the investment property. (Related Parties, immediate
holding company and entity that holds the investment property
are collectively referred to as “Related Party’s Group”). The notes
are also secured by, inter-alia, a charge (“Share Charge”) over
the shares in the entity that holds the investment property. As
the notes are in default as to payment of the principal and
interest by the immediate holding company since November
2020, the Share Charge and the call option may be exercised for
the note holders to take legal and beneficial ownership of the
investment property.

In such a situation, the Related Party’s Group may no longer have
legal and beneficial ownership over the property and accordingly
will not be able to realise any proceeds from its sale to repay the
amounts owing to the Group (“Enforcement Event”).

Subsequent to the end of the reporting period, as a result of the
enforcement of Share Charge, the new notes holders have rights
to 100% of the entity holding the investment property.

Management assessed that the Enforcement Event coupled with
the significant increase in credit risk of the Related Parties, cast
significant doubt over the ability of the Related Parties to repay
the outstanding balances.

Accordingly, management recorded full credit loss allowance of
$98.2 million on these receivables during the year.

Our audit procedures focused on evaluating the related
party transactions and credit loss allowance included:

• Inspecting records or documents on the significant
related party transaction to ensure adequate
disclosure of such transaction in the consolidated
financial statements;

• Challenging management’s assessment of the credit
loss allowance on the related party receivables and
evaluating the evidence supporting the assessment;

• Reviewing the evidence including the notes purchase
agreements, call option deeds and publicly available
announcements by one of the new notes holders
supporting the Enforcement event and

• Obtaining management representation letter on their
collectability assessment.

We have also assessed the adequacy and appropriateness
of the disclosures made in the consolidated financial
statements.
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Information Other than the Consolidated Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the Statement of
Directors set out on page 1 but does not include the consolidated financial statements and our auditor’s
report thereon.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have issued a qualified
opinion due to the matter highlighted in the Basis for Qualified Opinion.

Accordingly, we are unable to conclude whether or not the other information is materially misstated with
respect to the matter.

Responsibilities of Management and Directors for the Consolidated Financial Statements

Management is responsible for the presentation of the consolidated financial statements that give a true and
fair view in accordance with IFRSs, and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

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

The directors are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:
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a) Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

b) Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

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

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

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

f) Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible for our audit opinion.

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Tsia Chee Wah.
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Restrictions on Audit Report

Our audit report on the financial statements is prepared solely for the Company and for the purpose of
complying with the Company’s obligation to provide the audited consolidated financial statements to the
Trustee of the senior unsecured guaranteed bonds issued by the Company pursuant to the Trust Deed
Constituting S$50,000,000 2.45 Per Cent. Senior Unsecured Guaranteed Bonds Due 2021 and the Trust
Deed Constituting S$50,000,000 2.75 Per Cent. Senior Unsecured Guaranteed Bonds Due 2023 (the
“Trustee”) and for no other purpose.

The Company’s disclosure of our audit report on the financial statements to the Trustee and via SGXNet  is
on the basis that (i) our audit report and the information in it should not be treated as sufficient, complete,
adequate or suitable for the purposes of any other party as items of possible interest to any other party may
not have been specially addressed; and (ii) we (inclusive of our partners, principals, and employees) have
no responsibility for any decision of any other party nor any responsibility to advise or consult with any other
party regarding possible use of the audit report in connection with any decisions, and we specifically disclaim
our association with any such decisions.

To the fullest extent permitted by law and subject to the terms of this audit engagement, we (inclusive of
our partners, principals and employees) neither owe nor accept any duty (whether in contract or in tort or
howsoever arising, including without limitation, negligence and breach of statutory duty) nor assume any
responsibility to the Company or any other party in respect of any loss, damage or expense of whatsoever
nature arising from any other party’s use of and reliance on the audit report and any other statements made
by us relating to the audit. If any other party wishes to rely upon our audit report or any such information,
they do so entirely at their own risk.

For the avoidance of doubt, the reference to “any other party” in this section includes without limitation, any
person or entity who accesses our audit report on SGXNet, the Trustee, holders of bonds issued by the
Company, existing and/or potential bidder(s) for shares in the Company and/or the Group, existing and/or
potential investors in the Company and/or the Group (excluding legal shareholders of the Company as
identified in the statutory register of shareholders (or such equivalent as is provided for under written law)),
advisers to the aforesaid bidder(s) and/or investor(s), and existing and/or potential lenders to the Company
and/or the Group.

Our audit report should not be referred to in any document or distributed to any other party without our
prior written consent.

Public Accountants and
Chartered Accountants
Singapore

11 October 2021


































































































































































































