GLOSSARY OF ABBREVIATIONS AND DEFIMNITIONS

The following terms and abbreviaticns are used in this Report:

Abbreviation

Companies ! Entities

ACRA
Bo Ao

China Healthway
Company

Crane Medical
Da Rui Tong

Evodia

Exchangse

Group

HMC Kang Hong
Heng Jie Computer

HME
HMG
Hong Yi

iFC
IHC
Jun Kang

Kang An

Kang Liang

Kang Shi

Kang Wei

Kang Wei Medicat Centre

Definition

Accounting and Corporate Regulatory Authority
Hangzhou Be Ao Dental Centre Co Ltd
(HUHHE B O 1SR IR 24 5)

China Healthway Pte Ltd

Healthway Medical Corporation Limited

Crane Medical Pte Ltd

Shanghai Da Rui Tong Hospital Investment Management Co Ltd
(LEAmEERETEEERALF)

Evodia Investments Limited

Singapore Exchange Securities Trading Limited
Healthway Medical Corporation Limited and its subsidiaries
Kang Hong (Shanghai) Finance Lease Co Ltd
Shanghai Heng Jie Computer Co Ltd
(LEEREEARL®)

Healthway Medical Enterprises Pte Ltd
Healthway Medical Group Pte Ltd

Shanghai Hone Yi Investment Consulting Co Ltd
(BB EEARRAR)

international Finance Corporation

International Healthway Corporation Limited
Hangzhou Jun Kang Consulting Investment Co Ltd
LN R R EEREIRAA)

Shanghai Kang An Hospital Management Co Ltd
(RS E RS B B R A A

Shanghai Kang Liang Dental Centre Co Ltd
(LERROENEHEFHEAR)

Kang Shi Hospital Management {Shanghaf) Co Ltd
(FEEEREE(LEIFRAT)

Kang Wei Investment Consultancy (Shanghail Co Ltd
(FEEEEQLEFRAE)

Shanghai Kang Wei Medical Centre Co Ltd
(BRI TEHE R )


CS-SHINYEE
Typewritten Text
Annex A


Abbreviation
KPMG

MinterEllisen
Nobkel Hospital

QoL
PrimePartners

Pudong Medical Centre

Pw(

Shanghai Wei Yi

Wei Yi

Wai Yi Entities
Wei Yi Kang Hong

Xin Yi

Zhi Huo

Zhuo Wei

individuals

br. Adrian Francis Leong

Dr. Jay Lu

Dr. Jong Hee Sen

Dr. Wong Weng Hong

Definition

KPMG LLP, former auditors of the Company
{16-Jan-2008 to 3-Aug-2012)

MinterEllison Shanghai Office

Shanghai Nobel ENT Hospital Co Lid
(EB#ERRRE &BRERSGRLE)

One Organisation Limited

PrimePartners Corporate Finance Pte Ltd
Shanghai Pudong Wei Rui Medical Centre Co Ltd
(EH AR THEHRA )
PricewaterhouseCocpers LLP, auditors of the Company
{Bate of Appointment: 3-Aug-2012)

Shanghai Wei Yi Consulting Pte Ltd

(_E BB ERIE T 55 & H R 2 =)

Wei Yi 5hi Ye Co Ltd

(B L R AREF)

Medical centres owned by Wei Yi as well as Wei Yi
kang Hong (Shanghai) Medical Equipment Lease Co Ltd
{LEREEMRERREFRAA)

Shanghai Xin ¥i Dental Centre Co Ltd

(LRI TE#HE R E)

Shanghai Zhi Nuo Dental Centre Co Ltd

(EEEE ORI e HTIRLT)

Hangzhou Zhau Wei Health Management Co Ltd
(BT E AL B G TR 2 3)

Dr, Adrian Francis Leong Peng Kheong, former Managing
Director and Independent Director of the Company
{1-Feb-2011 to 30-Sep-2011}

Dr. Lu Jiade Jay, former Independent Director of the Company
{14-Jul-2009 to 22-Mar-2012)

Dr. Jong Hee Sen, former President, Executive / Non-
Executive and Non-Independent Director of the Company
(16-May-2007 to 8-Jul-2013)

Or. Wong Weng Hong, former Managing Director of the
Company

{16-May-2007 to 13-Aug-2010)



Abbreviation
Mr, Arthur Raymond
{Beceased)

Mr. Eric Wong

Mr. Fan Kow Hin

Mr, Fan Ping Li

Mr. Ho Sun Yee

Mr. wvan Png

#r. Lam Pin Woon

Mr. Moses Lin

#r. Fes Tong Lim

Mr. Siew Teng Kean

Mr. Sonny Yuen

Mr, Syed Aby Bakar

Mr. Tan Kuang Hui

Mr. Yang Zheng
Mr. Yeo Kay Beng

Definition

M. Arthur Raymend Ouellette, former independent Director
of the Company

{3-Apr-2008 to 19-Jul-201t)

Mr. Wong Ong Ming Eric, {ormer Non-Executive Hon-
Independent Chairman of the Company

(5-May-2015 to 20-Jul-2017)

Mr. Fan Kow Hin, fermer Executive Chairman of the Company
{16-May-2007 to 5-May-2015)

Mr. Fan Ping Li, the son of Mr. Fan Kow Hin

Mr. Ho 5un Yee, former Independent Director of the Company
{(13-Jul-2016 to 19-Jul-2017)

Mr. Png Paak Liang lvan, former Independent Director of the
Company

(3-Apr-2008 to 30-5ep-2011)

Mr. Lam Pin Woon, former President & Executive Director of
the Company

{1-Jan-2011 to 30-Nov-2012)

Mr. Lin Weiwen Moses, Independent Director of the Company
{Date of Appointment: t-4ug-2016)

Mr. Pee Tong Lim, former Independent Director of the
Company

(28-May-2012 to 10-Aug-20H6)

Mr. Siew Teng Kean, former Independent Director of the
Company

{3-Apr-2008 to 8-Jut-2013)

Mr. Sonny Yuen Chee Choong, Independent Director of the
Company

{Date of Appointment: 10-Mar-2014)

Mr. Syed Abuy Bakar Bin 5 Mohsin Almohdzar, former
Independent Director of the Company

{28-May-2012 to 10-Aug-2016)

Mr. Tan Kuang Hui, former Independent Director of the
Company

i1-5ep-2011 to 5-Mar-2012)

Mr. Yang Zheng (3a#L), the sole shareholder of Wei Yi

Mr. Yea Kay Beng, former sole shareholder of HME
{15-Nov-2010 to 20-Apr-2017)



Abbraviation
Mr. Yeow Ming Ying

Ms. Angeleca Lim

Ms. Jamie Fan
Ms. Khoo Yee Hoe

Ms. Kpek Chiew Hia

Ms. Veronica Chan

Others

Audit Committee Meeting
Board

China

Directors' Meeting

EGM

EXCO Meeting
Nominating
Meeting

RMB

55

Lss

Committes

Wei Yi Entities Clinics
Hangzhou Bo Ao Dental
Centre

Hengzhou Fan Man Ting

Dentzl Centre

Heng Fe Dental

Shanghai Da Tong Dental
Centre

Definition

Mr. Yeow Ming Ying, former Executive and MNon-Executive
Director of the Company

(10-Mar-2014 to 10-Aug-20168)

Ms. Lim Beng Choo Angeleca, former Financial Controller of
the Company

{Mar-2008 to Oct-2013)

Ms. Fan Wet Zhi Jamie, the daughter of Mr. Fan Kow Hin

Ms. khoo Yee Hoe, former Hon-Executive Independent
Chairman of the Company

{22-Aug-2016 to 19-Jul-2017]

Ms. Kuek Chiew Hia, former Independent Director of the
Company

{3-Aug-2008 to 10-Aug-2016}

Ms. Yeronica Chan Wee Ping, former President of the Company
(Sep-2016 to Jut-2017)

Audit Cominitiee Meeting of the Company
Board of Directors of the Company

The People’s Republic of China

Directors' Meeting of the Company
Extraordinary General Meeting of the Company
Executive Committee Meeting of the Company
Nominating Committee Meeting of the Company

Renminbi
Singapore Dollar
United States Dollar

Hangzhou Bo Ao Dental Centre

(HLH T8 B B T34 BF)

Hangzhou Fan Man Ting Dental Centre

(H SR EEEFIR AR FmE O KL )
Shanghai Heng Jie Dental Centre
(LiEE O BT AN

Shanghai Da Tong Dental Centre
(LEXEOETHEED



Abbreviation

Shanghai Kang Liang Dental
Centre

Shanghai Kang Wei Medical
Centre

shanghai Nobel Ent Hospital

Shanghai Wei Rui Medical
Centra
Shanghal Xin Yi Dental
Centre

Shanghai Zhi Nuo Dental

Centre

Definition
Shanghat Kang Liang Dental Centre

(MR OB ]2 E5)

Shanghai Kang Wei Medical Centre
(EH R 25

Shanghai Nebel Ent Hospital
{(LEERFRTAGERER)
Shanghai Wei Rui Medical Centre
(LB EERITZER)

Shanghai Xin ¥i Dental Centre
(¥ Lta O e E)

Shanghai Zhi Nuo Dental Centre

{ EHEHOREITE)



6.0

A.

6.1

6.2

6.3

6.4

0.5

EXECUTIVE SUMMARY

BACKGROUND AND OUR APPQINTMENT

The Company is listed on the Catalist Board of the Exchange with effect from 4 July 2008,

The sponsor of the Company is PrimePartners.

The principal activities of the Company are those of an investment company and to carry on
the business of healthcare management, The operations of the Group are predominantly
based in Singapore and China,

Concerns were raised by sharehelders and the Exchange over the Group’s extension of loans
fthe “Loans™} to HME and Wei Yi Entities. Based on the unaudited financial statements and
dividends arnouncerment of the Group for the financial year ended 31 December 2016 dated
24 February 20M7, the Group has made provisions for the Loans, which contributed
significantly to the losses suffered by the Group for the aforesaid financial year,

On 27 February 2017, the Company anneunced that the Exchange “has reqguested the Audit
Committee of [the Company] to appoint an independeant reviewer to look into the extensfons
of loans by fihe Group] to [HME] and [Wel Yi], with the obfective of establishing whether

there are any breaches of the SGX-5T Listing Manual Section 8: Rules of Catalist”.

On 11 Apnl 2017, BDO LLP was appointed as the Independent Reviewer to ook inte the
extensions of Loans by the Group to HME and Wei i Entitles.

(This space has been intentionally left blank.)
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S5COPE OF WORK

We set out below, our scope of work in relation to this matter:

a. To review all contracts in relation to the Loans between the Group, HME and Wei ¥i
Entities;

b. To review the payment vouchers, remittance advices, copies of cheques, deposit /
credit advices, bank statements, cash book and ledgers and bank reconciliation

statements in relation to the Loans:

c. To reviaew the financial statements, general ledgers and / or other accounting records

of the Group in relation to the Loans;

d. To conduct independent searches of HME and Wei Yi Entities to establish whether there
is any relationship bebween the then prevailing Company’s substantial shareholders /

directors / management, HME and / or Wei ¥i Entities;

e. To conduct background checks on HME and Wet Yi Entities {as applicable}, with a view
to ascertaining the size, financial position, etc. market share of HME and Wei Yi Entities;

f. To review correspondences and / or minutes of meetings (as applicable) on the

circumstances leading {o the extension of the Loans to HME and Wei Yi Entities;

g, To review the minutes of Directors’ Meetfngs, Audit Committee Meetings, etc. on the
considerations, discussions, decisions and f or approval (as applicable) pertaining to
the extension of the Loans to HME and Wei Yi Entities;

h. To review correspondences, beard deliberations, legal advice and / or other
professional advice fas applicable) between the Group and independent lawyers /
auditers / cther professionals in relaticn to the Loans including, but not limited to,
legal / professional advice received prior (0 the extension of the Loans, the
recoverability of the Leans, the impairment of the Loans, and relevant disclosures

relating to the Loans, etc,; and

i To conduct interviews with the Company’s directors / management (including former
directors, as applicable} to upderstand the safeguards that the Greup and / or the
Company have considered, implemented, tc. to safeguard the risks faced by the Group
and / or the Company in respect of the Loans.,
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C. LOANS EXTENDOED TO HEALTHWAY MEDICAL ENTERPRISES PTE LTD

1. Background

6.7 HME was incorporated on 12 February 2000 and jts principal activities are the provision of
medical services and dealing in pharmaceutical & medical products. HME was a wholly-owned
subsidiary of HMG until 15 November 2010 and was part of the Group as HMG is a wholly-
owned subsidfary of the Company.

6.2 Pursuant to the term sheet dated 15 November 2010 entered into betwesn HMG and Mr. Yeo
Kay Beng, it was agreed that HMG would sell its entire shareholdings in HME, which owned
12 medical clinics in Singapore as at 15 November 2010, to Mr. Yeo Kay Beng for a
consideration of 552 million.

6.9 Other than the term sheet dated 15 Navember 2010, HMG, HME and Mr. Yeo Kay Beng also
enterad into the following agreements in 2010:

The option agreement dated 15 November 2010';

o

b. The addendums dated 1 December 2010 and 15 December 2010 to the term sheet dated
15 November 2010%;

c. The management service contract dated 15 November 2010%; and

d. A loan facility agreement dated 15 November 2010, in which HMG granfed HME a term
loan facility of up to 5518 million.

{This space has been intentionally left blank.)

1 'The option agreement appears to have been backdated as the Company's Directors’ Resalutions in Writing dated 21 December
210 mentioned that the draft addendumis), the dralt managemerk service contract and the draft option agreement were
approved by the Board and appeoval was given for the Company to “take necessary steps to facilitate [HMG] and [HME] Lo
execute" the aforesaid agreements.

? The addendums appear to have been backdated as the Company®s Directors' Resolutions In Writing dated 21 December 2010
mentioned that the draft adéendum s, the draft management service contract and the draft option agreement were approved
by the Board and approval was given for the Company ko “fake necessary steps Lo faciiftale [HMG] and [HME] to execute” the
aforesnid ogreements,

1 The management service contract appears 1o have bean backdated as the Company's Directors’ Resolutions in Writing dated
71 December 200 mentioned that the draft addendismis), the draft management service contract and the drafe option
agresment were approved by the Beard and approval wes given for the Comparny to “take necessory steps to facilitate fHMG]
and [HME] to execute” the aferesold agreementis.
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6,10

6.11

6.12

6.13

Based on the Register of Members of HME as well as the certified true copy of the Register of
tembers of HME dated 21 April 2017 extracted from ACRA, we note that the transfer of HME's
shares from HMG to Mr. Yeo Kay Beng was completed on 15 November 2010.

On 21 December 2010, the Company announced, amongst others, that:

. “[AMG] has disposad of its entire shareholding interest in its wholly-owned subsidiary,
[HME], which currently owns several medfca! clinics in Singopore, to an independent
third party, [Mr. Yeo Kay Beng] for a tofal sole consideration of 552.0 million (the
“Disposal™};

k. The sale consideration was arrived af after arm's length negatiations on o willing-
buyer, willing-seller basis, taking into consideration the financial posifion of THME],
The unaudited net asset vaiuve of [HME] as at 30 September 2010 was approximately
$81.15 million;

. [The Group] will be granted an option to acquire the entire shareholding interest in
HME from fMr. Yeo Kay Beng] within two (2) years from the completion of the Disposal,
which is extendable to three (3) years uvpon mutual agreement, at certain
predetermined prices depending on the time of exercise of the option. In addition,
[Mr. Yeo Kay Bemy] has also granted an option te [the Group] to acquire [HME's]
medicel clinics, each at o certaln pre-determined or agreed upon price, within three
{3) years from the date of the grant of the option; and

d. [The Group] will alsa enter into o separate management service contract with [HME]
to manage the operations of the medical clinics owned by [FME] for a period of three
{3) years, which is renewable upon mutual agreement. [The Group} will recelve
monthly management fees from {HME] for the provision of such management services”,

At the EGM of the Company held on 21 April 2017, the propoesed acquisition of HME was
approved by the shareholders of the Company. The purchase consideration for the shares of
HME, which included all rights and interest to the 24 medical clinics owned by HME, was
§%3,540,000. The purchase of the shares of HME by HWG was completed on the same day, i.e.
21 April 2017,

On the same day, the Company announced, amongst others, that “the proposed acquisition
of [HMET” was “duly passed by way of poll”.



60,14 In view of the foregoing, the organisation chart of BME between 2010 and 2017 was as follows:

15 Navmis 2000 olta of Wk oy M el o G by WG
The Company Mr. Yeo Kay Beng The Company
100% o
HMG o HMG
1008 1008
HrME H;HE H;ﬁE

I Disposal of Healthway Medical Enterprises Pte Ltd In 2010

6.15 As per the board paper dated 12 November 2010 titled “Disposal of Healthway Medical
Enterprises Pte Ltd" which was circulated to the Board for approval, the rationale to dispose
HME was as follows:

a. “fHME] is in o development sfage and has many centres which are not performing well.
The divestment will improved the performance of [the Group]. [The Company] is
expected to provide management for fHME] for o period of gestation before it becomes

profitable and seif-sustafning;

b. [The Company] will earn monagement fees as the mode! to reduce fmpact ta the

batance sheet;

c. This Is expected to improve the bottem-line performance of [Ehe Company] in 2011.
The Clinic Assets have total start up losses of around 552m per quarter;

d. This will enable current managers of the operating subsidiaries of [the Company] to
focus on and to Improve the performance of their respective areas: and

e. We do not expect to make any provision for the write-offs with the disposat™.
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6.16

.

617

6.18

6,20

As per the Company’s Directors' Resolutions in Writing dated 21 December 2010, the disposal
of HME was approved by the Board f(i.e. the Board “approved, confirmed and rotified” the
executed term sheet dated 15 November 20HQ entered into betwesn HMG and Mr. Yeo Kay
Beng). We note that the draft addendum({s) to the term shest dated 13 Novemnber 2010, the
draft management service contract and the draft option agreement were approved by the
Board and approval was given for the Company to “Eake necessary steps to focilitate f[HMG]
and [RME] to execute” the aforesaid agreements.

Agreements Entered Into Between Healthway Medical Group Pte Ltd, Healthway Medical
Enterprises Pte Ltd And Mr. Yeo Kay Beng

In addition to the addendums dated 1 December 2040 and 15 December 2010 to the term
sheet dated 15 November 2010 mentioned in paragraph 6.9{b} of this Report, we have also
sighted an undated addendum to the term sheet dated 15 November 2010.

Two further loan facility agreements were entered inte between HMG and HME on or around
15 Movermnber 2011 and 15 March 2013 respectively. Numerous supplementary addendums
were subsequently enterad into between HWMG, HME and Mr. Yeo Kay Beng in relation to the
term sheet dated 15 November 2010 and its addendum(s), the option agreement dated 15
Movernber 2010 and its addendumis) as well as the loan facility agreements dated 15
Movember 2010, 15 Movember 2011 and 15 March 2013,

In addition to the aforesaid agreements, HMG and HME had also entered into staff secandment

agreements and bool-keeping fee agreement(s).

in summary, the fallewing agreements were entered into between HMG, HME and Mr. Yeo
Kay Beng:

a. Term sheet dated 15 November 2010 and its addendums {“HME Term Sheet™);

b. Dption agreement dated 15 November 2010 and the undated addendum to the option
agreement dated 15 November 2010 ("HME Option Agreements”);

c. Supplementary addendums to the HME Term Sheet and the HME Option Agreements
{"HME Supplementary Addendums™);

{coliectively referred to as the "HME Sale and Purchase Agreements”)

d.  Management service contract dated 13 Hovember 2010;

0



6.21

&,

f.

a.

Loan facility agreements and ts addendums {"HME Loan Facility Agreements”):

Staff secondment agreements; and

Boolk-keeping fee agreement(s).

HME 5ale And Purchase Agresments

We set out below, the salient terms of the HME Sale and Purchase Agreements between HMG,
HME and Mr. Yeo Kay Beng:

The sale censideration was 552 million (from HMG to Mr. Yeo Kay Beng in 2010);

Mr, Yeo Kay Beng and HME shall grant HMG or any subsidiary of the Cempany a call
option to acquire the entfre issued and paid capital of HME or each of the 32 chinics
sold as well as any new clinic(s) set up by HME;

HMG shalt provide funding to HME for expansion of new clinic{s} and working capital;

HWG shall provide management service to HWE and HME shall pay HMG a management
service fee of 55100,000 per month or 5% of the monthly revenue of HME {whichever is
higher});

Under the HME Option Agreements, Mr, Yeo Kay Beng and HWE had jointly and severally

provided numerous warranties and undertakings to HMG;

HMG could exercise the call option once HME was in a net profit position for a period

of three consecutive months;
The call option price was 553,540,000 {NB: This was the purchase consideration paid
by HMG to Mr. Yeo Kay Berg to purchase the shares of HME from Mr. Yeo Kay Beng in

2017); and

The expiry of the call option was extended to 30 June 2017,

21



Management Service Contract Dated 15 November 2010

6.22  We set out below, the salient terms of the management service contract dated 15 November
2010 between HMG and HME (NB: The management service contract dated 15 November 2010
was executed by Mr. Yeo Kay Beng on behalf of HME):

a. HMG to provide management services to HME which include, but not limited to:

i, General management;

ii. Financial and accounting;

iii. Marketing and sales;

b HMG shall be paid a management fee of $5100,000 per month or 5% of the monthly
revenue of HME (whichever s higher); and

C. The term of the management service contract shall be for a period of three years, with
an aption to renew for a further three years.

6.23  We have not sighted the written agreement between HMG and HME {if any) on the extension
of the management service cantract for “a further term of three (3) years” after the expiry
of the Initial Term {as defined in the management service contract dated 15 Hovember 2010},
Meverthetess, HMG continued to charge HME management fees of 55100,000 per month for
the periad Novemnber 2013 te September 20154,

HME | oan Facility Agreements

6.24  Wa set out below, the salient terms of the HME Loan Facility Agreemeants between HMG and
HME:

a. If required by HMG, HME shall provide HMG with the drawing notice{s) to specify the

details of the intended drawings;

k. The interest charged on the loans extended by HMG to HME was based on DBS Banlc's

prime rate;

4 See Moke 12 of the Group’s audited financial statements for the financial yvear ended 31 December 2015.
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6.25

6.26

6,27

. The final repayment date was 30 June 2017; and

d.  The total loan facility granted by HWG to HME was 5557 million,

We also set out below, the details of the loan of 5§57 miltion granted by HMG to HME:

i Date Of Loan Facility | Additional Loan | Signed On f Signed On
Agreement As Per | Behalf Of HWG Behalf Of HME
. Addendum ¥ !
557000 557000
15-Nov-2010 18,000 Mr. Fan Kow Hin | Mr. Eric Wong ®
15-Novw-2011 h, 000 Mr. Lam Pin Mr. Eric Wong
Woon
i 15-Mar-2013 10,800 dr. Fan Kow Hin | Mr. Eric Wong
C30-Jun-2014 | T - 12,000 | Mr. Fan Kow Hin | Mr. Eric Wong
30-5ep-2014 7,000 | Mr. Fan Kow Hin | Mr, Eric Wong
3beci20id | TR0 Mr. Fan Kow Hin | Mr. Eric Wong
31-Mar-Z015 " ; 2,000 | Mr. Fan Kow Hin | Mr. Eric Wong
Total 57,000 B

We have not sighted any drawing notice from HME to HMG on the purpose of the drawings
pursuant to the loan facility agreements dated 15 Novemnber 2010, 15 November 2011 and 13

March 2013,

Amount(s) Owing From Healthway Medical Enterprises Pte Ltd

Based on our findings, we note as follows:

ER The amount owing from HME to the Group was not classified solely as loan receivable?
but also as trade and other receivables in the Group’s audited financial statements;

b.  The Group had the rights to set-off the amount owing from the Greup to HME against

the amount owing from HME to the Group;

¥ The additional foans were “deemed jully dravwdown by [HME] on xxx vhrough the conversion of an ameunt owing by JHME]

to [HMGE, where 0" denotes the date of the HME Loan Farility Agreements,

¢ Based on the Register of Directors of HWE and the people profile search of Mr. Eric Wong dated 2 June 2017 extracted from
ACRA, we note that Mr. Enc Wong was appointed the director of HME on 1 December 2010,

" The amaunt classitied as lean receivable fn the Growp's audited financial statements was based on the HME Loan Facility
Apresments.
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. After the disposal of HME by HMG in November 2010, the day-to-day transactions
between HME and the Group were still recarded as “intercompany transaction” in their
accounting systems. At year end, the transactions between HME and the Group were
then reclassified and reflected as loan receivable or trade and other receivables in the

Group's audited financial statements; and

d. The amount owing from HME was to various entities under the Group and not to HMG
solely, The amount owing from HME to the Group also consisted of the loans extended
by HMG to HME,

6.28 We set out below, the details of the net amount owing from HME to the Group as at 3t
December 2010 to 2016;

Yeoar Het Amount Owing Increase
From HME To The Group®

§5°000 537000

12010 8,109 :
2011 17,4866 9,357
3012 75,706 o 13,346
(7073 47,570 7574
1614 i 59,703 18,763
2015 67,291 7,568
1016 7,783 452

6.29 The net amount of approximately 5568 million owing from HME to the Group as at 31

December 2016 consisted of the following:

a.  Fees charged by the Group to HME; and

b. Net working capital incurred by the Group on behalf of HME.

& The n=t amount is derived from the amount recorded in the Group's HME accounts receivable ledgers less the amount
recorded n the Group's HWE accounts pavable leggers. As per Mote 26(g) of the Group's audited financial statements for the
fimancial year ended 31 December 2016, we note that there is a right of set-off between the Group and HME.

? Lifference of 5525,000 between the Group’s Interce Matrix schedule as at 31 December 2018 and the Group's audited
financial statements for the financial year endad 31 December 2016 was due to adjustments not reflected in the Group's
Interco Matrix schedule as at 31 December 2016,
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6.30

6.31

The fees charged by the Group to HME comprised mainly the following:

Mznagement fees;

Interest charged;

Recovery of staff costs;

Book-keeping fees; and

Rental of medical equipment.

The net working capital incurred by the Group on behalf of HME comprised, amangst othears:

a.

Rental expenses;

Staff costs {i.e. salaries, CPF, FWLY

Utilities;

Upkeep of premises;

Rental of medical equipment;

Purchase of medicine;

Insurance:

Purchase of assets;

Advertisements: and

Telecornmunication,

{This space has been intentionally 1=t blank.)
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6.32  Details of the net amount of approximately 5568 million owing from HME to the Group are as

Tollows:
Year Het | Manage- | Interest | Recovery E Book- | Rental OFf : Net
Amount : ment | Charged ;| Of Staff | Keeping | Medical | Working
Owing |  Fees Costs|  Fees| Equip-| Capital
From ment :
HME To |
The
Group 3
SS$'000 | 557000 | S5'000 ) 3557000 S$'0001 S5'000 | 55°000
<A> <B> <C> * <D> <E>» <F> | <A-{B+
; CrD+E !
+ F)»
2016 | 67,7581 1 "'”'"E;'ﬁ"s’f:-"]’""'"""5';"'580 30993 |TR6| T2565 ] 31,944
€.33 Based on our raview of the samples selected, we note that the net amounts of approximately
5568 milllont owing from HME to the Group as at 31 December 2016 arose from fees charged
by the Group ta HME as well as net working capital Incurred by the Group on behalf of HME,
That is, nothing has come to our attention to suggest that the loans extended by the Group
to HME were not for the aforesaid purposes (i.e. fees charged by the Group to HME and net
working capital incurred by the Group on behalf of HME),

6.34  We also set out below, the details of the allowance for impairment of $$718 million made for
the net amount owing from HME to the Group for the financial vears ended 31 Decembar 2010
to 2016
 Year Net Amount Before Allowance For Het Amount After
| impairment Impairment Impairment
i 55000 557060 | 557050

<A <B> = <A - B>
510 §.905 ' PRI
2011 17,466 17,466
077 30706 . 30,706 |
2013 47 920 - 2,970 |
2014 £9,703 - 59,703
2015 67,291 3,000 | 64,281

® Amount as per the Group's abdited financial statements for the financial year ended 31 December 2014,
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[ Year Net Amount Before ! Allowance For : Net Amount After |
[mpairment | Impairment i Enpajirment l
557000 S8 §57600
s - T A Y T
2016 67,758 18,000 45,758
6.35 For the purpose of this Report, we have not carried out an impairment assessment on the
recoverability of the net amount owing from HME for the financial yvears ended 31 December
2010 to 2016,
V. Healthway Medical Enterprises Pte Ltd
Directors of Healthway Medical Enterprises Pte Lid
6.36 Between November 2010 and January 2016, the former directors of HME were related to or
associated with the Group. We set out below, details of the former directors of the Company,
HMG and /7 or HME:
: Directar The Company HMG HME
Date OFf Date Of Date OFf Date Of bate Of Date Of
Appoint- | Cessation | Appeint- | Cessation 1 Appoint- ; Cessation
W Fan Kow | T6-May- S-May- | 16-Feb- | &-May- | 16-Feb- 305
' Hin 2007 2015 2006 2015 2006 ] 2001
“Br. Jong Hee' ! 16-May- 8-Jul- 16-Feb- ! 15-Apr- i 16-Feb- 30-5ep-
| Sen 2007 2013 20061 2013 2006 2011
M. Eric;  SMay- | 206-Jul-| T T6-May- 1 15ep-i  1-Dec- 5-May-
Wong . 2015|2017 20150 2016 2010 2015 |
Ms. Angeleca : - T 5-Apr- 28-0ct- 9-May- B-Jan-
Lim L 2013 2013 2015 | 2016 :
6.37  We have been instructed that Mr. Eric Wong was a former employee of the Group but left the

Group prior to the listing of the Company in July 2008. We understand from Mr, Fan Kow Hin
that Mr. Eric Wong was approached by Mr. Fan Kow Hin to act as a director of HME after HMG
had sold its shares In HME to Mr. Yeo Kay Beng as Mr. Erlc Wong has extensive experience in
the healthcare industry, We alzo understand from Mr. Fan Kow Hin that Mr. Yeo Kay Beng was
agreeable to the appointment of Mr. Eric Wong as a director of HME.

" Ag par the Company”s announcement dated 19 July 2017,
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6.38

6.39

6.40

6.41

Ms. Angeleca Lim was the Financial Controller of the Company between March 2008 and
COctober 2013 and she was appointed the director of HME between 5 May 2015 and 6 January
2016,

From the above table, it can be noted that Mr. Fan Kow Hin, Dr. Jong Hee Sen and Mr. Eric
Waong were directors of HME between 1 December 2010 and 30 September 2011 and Mr. Fan
Kow Hin and Dr. Jong Hee Sen remained as directors of HME for more than 10 months after
HMG had completed the sale of its shares held in HME to Mr. Yeo Kay Beng.

1-Dec-10 o @30-Gep-it

i f
< _t
THE I
COMPANY
2006 2007 2008 2009 2010 2011|2012 2013 2014 2015 2016 2017 2018
.+

mR. FAN kow HIN I wx. eric wone [ or. Jona Hee sen [

From our interview with Mr. Fan Kow Hin, he informed that the reason(s) why Dr. Jong Hee
Sen and he had remained as directors of HME might have been to ensure a “smooth transition™
of the business of HME to Mr. Yeo Kay Beng or there might have been an administrative delay
in filing their resignation papers with ACRA.

As per the table set out in paragraph 6.25 of this Report, we note that most of the HME Loan
Facility Agreements were executed by Mr. Fan Kow Hin (in his capacity as a director of HMG)
on behalf of HMG and Mr. Eric Wong (in his capacity as a director of HME) on behalf of HME.
We note that Mr. Eric Wong had, in his capacity as a director of HME, executed the loan
facility agreement dated 15 November 2010 entered into between HMG and HME although Mr.
Eric Wong was appointed as a director of HME on 1 December 2010 only, which was after 15
November 2010.

(This space has been intentionally left blank. )
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6.42

6,43

6.44

6.43

When queried as to why Mr. Eric Wong, who had been appointed as a director of HME on 1
December 2010, had executed the loan facility agreement enterad into between HMG and
HME which was dated 15 November 2010, Mr. Fan Kow Hin infermed that Mr. Eric Wong's
appointment as a director of HME might have baen confirmed prior to his actual appointment
on 1 December 2010, Mr, Eric Wong had therefore, executed the lean facility agreement
enterad into between HMG and HME, which was dated 15 November 2010. Mr. Eric Weng has
confirmed that the loan facility agreement between HMG and HME dated 15 November 2010
was signed by him. However, he could not recall why it was dated on 15 November 2010,
which was prior to his appointment as a director of HME on 1 December 2010,

in term of setting the strategic goals for HME, we understand from Mr. Fan Kow Hin and Mr.
Eric Wong that the Group’s management would do so although Mr. Eric Wong had the
authority and power as a director of HME to reject the strategic goals set by the Group’s
management.

The aforesaid does not appear to be supported by Mr, Fan Kow Hin’s reply email dated 10
January 2011 to Ms. Angeleca Lim’s email dated 8 January 2011, whereby Mr. Fan Kow Hin
informad Ms. Angeleca Lim that *the new [HME] Boord will determine the aoffairs of [HME].
We do not have controf of the Board™ as the Group's management was the party setting the
strategic geals of HME and making decisions on behalf of HME,

We set out below, the email correspondences between Mr. Fan Kow Hin and Ms. Angeleca
Lim between 8 January 2071 and 10 January 2011 in relation te KPMG's queries on the disposal
of HKME by HMG to Mr. Yeo Kay Beng:

From Ms. Angeleca Lim to Mr, Fan Kow Hin:

“Hf Mr Fan,

From the discussions that | had with Aaron of [KPMG], following are somne of the querfes that
were being raised, in order to ascertain if the sale s a “¢enuine sale”. Appreciate your

comments.
a. What comimercial sense is there for you fo sell something which vou are g0ing to by
back at a premium of 5440k? Rationale of selling if we are expecting 22% growth (based

on the 440k extra that we are paying in 2 years® time to buy back).

b, What's the substance of the whole transaction? Is It a real sale or just to rake he entity
off the books for Z vears.
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€. How did we work ouf the pricine? Sales price and call gptian price.

d.  We have 1 seat on the Board. Do we still have governance? How do we justify thot we
do not have governance? fa seat on the Board can set the mandate, etc, ete}.

e, We have call options,

f. How do we sotisfy that we hove fully transferred the risk & rewards? Haove we fully

transferred the control?

8. Announcernent indicated buy back of shares, whereas term sheet indicates buy back of
assets? Which should it be? There is impact on the valuation of coll options,

Rads,
Angie”

From Mr. Fan Kow Hin to Ms. Angeleca Lim:
“Angie,

a. The commercial reason for the sales of [HME] is to divest the unprofitable biz. There
is no expectation of 22% growth. The 5440k is the option price, should we decide to
exercise the Option, It does not reflect our view of the growth rate. It is g Option
value agreed with the owner should we decide to exercise the Opiion.

b. This is the divestment of the assets which are unprofitable in [HME], and we have the
Ontion valid for 2 years which we can exercise. If we do not exercise, then the Option

expires by the end of 2 vears.

&, This is based on a "willing buyer-willing seller” basis, and the seme is for the Option
price,

d, The new fHME] Board will determine the affoirs of {HME], We oo not have controf of
the Boord.

&, The value of [HME] will be determine by [HME] and Board. The risks and rewards will
Ge in the hands of the [HME] Company.
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6.46

6.47

f.

It is the Opfion to the [HME] shares.

Regards
KowHin"

We have however, nat sighted the responses by the Group (if any) to KPMG in respect of the
queries raised by KPMG on the disposal of HME by HMG to Mr. Yeo Kay Beng,

On 22 May 2018, we interviewed Mr. Yeo Kay Beng. The interview notes, duly amended and

signed by Mr. Yeo Kay Beng, are as follows;

Prior To The Acguisition OF The Shares Of Healthway Medical Enterprises Pte Lid

"Mr. Yeo Kay Beng and Mr. Andrew Agthar, a then sharehelder of the Company, were
former classmates and friends. Sometime in 2010, Mr. Andrew Aathar approached Mr.
Yeo Kay Beng to enquire whether Mr. Yeo Koy Beng would be keen to acquire the
shares of HME from HMG.

Prior to the acquisition of the shares of HME, Mr. Yeo Kay Beng did not know or have
any relationships with the then Company’s substantial shoreholders [ directors 7
management save for Mr. Andrew Aathar, who was his former classmate and friend.,

Mo due diligence was carrfed cut by Mr. Yeo Kay Beng for hfs acquisition of the shares
of HME in 2010. Mr. Yeo Kay Beng afso did not seek professional advice in this
acquisition save that his friend (not identificd) had assisted him to ook through the
documents that he had o execute for the aforesaid acquisition.

Mr. Yeo Koy Beng inforined that he did not carey out any due diffgence of HME or seek
professional acvice on this acqufsftion as he had acquired the shares of HME bosed on
his teust in Mr, Andrew Aathar and the expected refurns thet he would be receiving
under the HME Term Sheet,

As per Mr. Yeo Kay Beng’s recollection, the initial understanding that he hod with the
Campany was that he would acquire the shares of HME for ¢ period of one yeer and
would receive his returns for his “investment” in HME thereafter.

Prior fo the acquisition of the shares of HME, Mr. Yeo Kay Beng understood from Mr.

Andrew Aathar as follows:

i HME wos then a new “starf-up'™;

H



it. The Company required some funding;

fil.  The Compony would [ike to “take this out to build it up independently®; and
.  The Company would ke to “take it out of the books of HMG",

Mr. Yeo Kay Beng informed that the consideration of 552 mitlion for the shares of HME
was proposed by Mr. Andrew Aathar end the Company had “promised and assured”

that the Company would buy back the shares of HME from Mr. Yeo Kay Beng,

fMr. Yep Koy Beng] was only aware of the medical clinics owned by HME which were
tisted Fn the HME Term Sheet.

Mr. Yeo Kay Beng waos liaising with Mr. Andrew Aathar and Mr. David Yan (the
Company’s former General Manager, Corporate Finance) of the Company for his

aequisition of the shares of HME in 2010

As per Mr. Yeo Kay Beng's recollection, the consideration of $52 million (from Mr. Yeo
Koy Beng to HMG in 2000} was pafd sommetime in 2041 by instalments,

Prior to his acquisition of the shares in HME, Mr. Yeo Kay Beng did not know or have

any relationships with Mr. Eric Wong.

After The Acquisition Of The Shares Of Healthway Medical Enterprises Pte Ltd

Mr. Yeo Kay Beng was merely g “pure investor” and “steeping partner”, and does not
have the knowledee Lo manaee the operations of a healthcare business. In this regard,
he did not nominate himself to be a director of HME.

During his tenure as a shareholder of HME, Mr. Yeo Kay Beng informed as follows:

i. He hod met some of the Group's finance personnel, i.e. Mr. David Yan, Ms,

Angeleca Lim, etc.;

fi. He had met Mr. Fan Kow Hin once after 2014 to discuss on the transfer of the
shares of HME fo HMG;
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n.

fii.  He had met Mr. Sonny Yuen some time fn 2015 or 2016 to discuss the steps
required to be taken for the transfer(s) of the shares of HME from Mr, Yeo Koy
Bena to HMG as this has been long past the [three] year period as agreed; and

iv.  He had never met and spoker 1o Mr. Evic Wong, The appointment of Mr. Eric
Wong as a director of HME in 2010 was nominated by the Company and Mr. Yeo
Kay Beng had executed the necessary documents in his capacity as a shareholder
of HME to appoint Mr. Eric Wong os a director of HME.

As per Mr. Yeo Kay Beng's recollection, the documents that he had executed in his
capacity as a shareholder of HME were the appeoiniment of director(s} of HME,
gppointment of auditors of HME and the approval of the director’s fees during his
tenure as a shareholder of HME.

Curimg his tenure as a shareholder of HME, the audited financial statements of HME
for the financlal year ended 31 December 2014 were the only documents that were
provided to him by the Company.

The strategic goals of HME were not presented fo him by the Group’s management.
None of the directors of HME reported to Mr. Yeo Kay Benyg during his tenure gs a

shareholder of HME. Mr. Yeo Kay Beng was also not a signatory to HME bank accounts
and he was not oware of who the signatories were.

The operations of HME were rmanoged by the Group.

Mr. Yeo Kay Beng ailso inforimed that he was not aware of the following:

i The HME Loan Facility Agreements entered into between HMG and AME;

ji. That Mr. Eric Wong had executed the loan facility aoreement doted 15
November 2010 entered into between HMG and HME prior to his appointment as

a director of HME on 1 December 2010

fit.  That Mr. Fan Kow Hin and Dr. Jong Hee Sen had remained as directors of HME
untif 30 September 2011;

v,  Whether the management service contract dated 15 Novermber 2010 entered
into between HMG and HME was extended after the injtial three years' period;

v, Mr. Eric Wone’s role as a director of AME;
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6.48

Vi,

vit.

wifl.

Whether the Group's management has presented the strategic goals of HME to
Mr. Eric Wong;

Who the bank signateries of HME s bark accounts were;

That HME had obtalned a loan from Sakura Tech (S) Pte Ltd and issued bonds to
Asta Advantage Fund LP in 2012;

That the Company and HMG had guaranteed the aforesaid loan and bonds Issued
by HME; and

That the Group and former directors of HME were guarantors of HME's bank
foan and finance lease liabilities,

The consideration of 553,540,000 paid by HMG to Mr. Yeg Kay Beng was In pari:

i

fi.

Cash of $57,100,000; and

Shares in IHCY,

Financial Results of Healthway Medical Enterprises Pte Ltd

Based on HME’s audited financial statements / management accounts for the financial years

ended 31 December 2010 to 2016, we note that its financial results were as follows:

HME?s Profit And Loss Statements

2010 2011 2012 | 2073 20141 2015 2614
§5600 55000 | 557000 | SEE00 | 55000 S8'G00 | 55'000
Revenue 84T TTTIST0 | 17,657 | IBS6 | 5,456 ¢ 19,609 | 0,658
Gther Income | 150 7 86 | 5§ 18 778
Total Reventa 5997 13,8271 17,725| 20,679 18,554 19,742 20,750
Total Expenses 18,361 | 27,338 IR TSI W0 | D08

{Loss)

Tax

Met Profit /i (7.384) [ (43,505} | (13,317"]1}I (11,647) | (13,566} 17,418} | (125)5

i
|

Befare :
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6,49

V1.

£.50

HME's Financial Positien

J 2010 1 2011 | 2092 2013 2014’1 2015 2076
§49500 1 55°000 | S$'D0D 1 55000 | S6'000 | 557000 | S§000
: Total Assats 6,767 1 8,400 88747 T8,023 4,488 . 4,324 5,123

i l

Total Labtties | THUTT : 26,458 | 45,4507 31080 | 61,0801 68336 | 69,261
B> :r
i Share Capital 500 | 500 500 500 500 560 500

<> 5
...... - e [

i Accumulated (4,734) {18,258) | (32,078) | (43,527) | (57,094) ; (64,512} {64,638)
Losses :
i <4-B-C»

2

As can be noted from the above tables, HME had been incurring losses since 2010.

Ohservations And Findings

Based on cur findings, we note that after HMG had disposed its entire shareholdings in HME
to Mr. Yeo Kay Beng on 15 November 2010:

a The management of the Group remained the authorised signatories to the bank
accounts of HME:

b, HME was included and reguired to follow the Group’s authorisation policies, in
particular, the authorisation limits for cheques and payment signatories, sales,
purchases, capital expenditure, write-off & provision, treasury & investments and

recruitments;

. The registered office of HME remained at 2 Leng Kee Road #06-07 Thye Hong Centre
Singapore 159086 wiich was the same as the Group;

d. The Group was managing the day-to-day operations of the HME;

e, HME was included in the Group’s target balance arrangement with DBS Bank Limited;

f. HMG had issued a letter of support to HME on or around 12 January 2015;
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6.51

A loan of 555 million taken by HME with Sakura Tech {S) Pte Ltd in January 2012 was
guaranteed by the Company;

Bonds totalling $55 million fssued by HME to Asia Advantage Fund LP in April 2012 and
June 2012 were guaranteed by the Company and HMG, As per the Company’s Directors’
Resolutions passed in writing dated 30 April 2012 and 29 June 2012 whereby it wes
resolved that the Company would guarantes the aforesaid bonds issued by HME to Asia
Advantage Fund LP, it was menticned that HME was a subsidiary of the Company;

The amount owing from HME to the Group was unsecured;

HME's bark loans were guaranieed by the Company, HWG and certain former directors
of HME;

HME’s finance lease liabilities were secured by guarantees from the Group and former
directors of HME; and

Details of HME's bank loans and finance lease liabilities, as per the audited financial
statements of HME for the financial years ended 31 Becember 2010 to 2014, were as

follows:

.............. < s e et
Bank Loan 1,616,383 | 1,132,732 625,372 51,548 | - |
Finance | 417,207 665,273 460,853 | 256,410 108,474
: Lease ;
| Liabilities
Votal 2,033,590 ! 1,798,005 | 1,006,265 347,978 | 108,424

Based on our review, we also note as foltows;

Me. Yeo Kay Beng does not appear to have any direct relationship with the then
Company’s substantial shareholders / directors / management, Mr Yeo Kay Beng is
also not an associate™ of the Company’s controlling shareholders / directors / chief

executive officer{s).

12 &5 defined in the SGX-5T Listing manual Section Br Rules of Catalist,
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The HME Supplementary Addendums entered into between HMG, HME and Mr. Yeq Kay
Bang were to broaden the scope of HMGs rights to acquire the shares in HME from Mr,
Yeo Kay Beng;

HMG had sold certain of its specialists care business {e.g. psychelogical wellness,
specialist dentistry, ophthalmology, etc.) housed under HME to Mr. Yeo Kay Beng in
November 2010 and the number of clinics sold to M. Yeo Kay Beng was 32;

The sale consideration of 552 million ({from HMG to Mr. Yeo Kay Beng) and purchase
consideration of 553,540,000 (by HMG from Mr. Yeo Kay Beng) were arrived at on a
willing buyer and willing seller basis and no valuation was carried out to determine the

aforesaid considerations;

The sale of the entire sharcholdings of HWE by HMG to Mr. Yeo Kay Beng in 2010 was
to divest unprofitable business of the Group (please see paragrzph 6.15 of this Report
regarding the rationale to dispose HME in 2010) (NB: As mentioned in paragraph 6.49
of this Report, we note that HME had been incurring losses since 2010.);

We have not sighted the responses by the Group (if any) to KPMG in respect of the
queries raised by KPMG on the disposal of HME by HMG to Mr. Yeo Kay Beng;

We have not sighted any documentary evidence aon the Group’s attemptis} in sourcing
for potentiat buyer(s} for the entire shareholdings of HME before agreeing to sell the
same to Mr. Yeo Kay Beng;

We have not sighted any documentary evidence on the presentation of the strategic
goals of HME by the Group's management to Mr. Yeo Kay Beng and / or Mr. Eric Wang
as well as the approval cbtained from #r. Yeo Kay Beng and / or Mr. Eric Wong on the
SAame;

We have not sighted the written agreement between HMG and HME (if any) on the
extencsion of the management service contract for "o further term of three (3) vears”™
after the expiry of the Initial Term (as defined in the management service contract
dated 15 November 2010); and

We have not sighted any drawing notice from HME to HMG on the purpose of drawings

made by HME pursuant to the loan facility agreements dated 45 November 2010, 15
November 2011 and 15 March 2013.
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6.52

6.53

6,54

Vil

6.55

it is also not clear as to how involved Mr. Eric Wong was, as a director of HME between 1
Decernber 2010 and 3 May 2015, in managing the affairs of HME and whether he had exercised
his power as a director of HME to object to the strategic goals of HME set by the Greup's

management.

Nevertheless, as mentioned in paragraph 6.51(d) of this Report, the sale consideration for
the shares of HME from HMG to Mr. Yeo Kay Beng in 2010 was 552 million and Mr, Yeo Kay
Beng had paid for the sarne. The sale comsideration was arrived at on a willing buyer and
wibling seller basis. In addition, the management service contract dated 15 November 2010
was executed by Mr. Yeo Kay Beng on behalf of HME {please see paragraph 6.22 of this Repori).

As alsa mentioned In paragraph 6.33 of this Report, nothing has come to our attention to
suggast that the loans extended by the Group to HME were not from fees charged by the
Group to HME as well as net working capital incurred by the Group on behalf of HME,

Safesuards / Contrals

Based on owur findings, it appears that the safeguards 7 controls put in place by the Group in
respect of the loans extended to HME are as follows:

a. The warranties and undertakings given by Mr. Yeo Kay Beng and HME to HWG under the
HME Option Agreements;

b.  The day-to-day operations of HME was managed by the Group under the management
service contract dated 15 November 2010, Accordingly, the Group would have full

knowdedge of the operations of HME;

c. The Group's management remained the authorised signatories of the bank accounts of
HME; and

d. HME was required to follow the Group’s authorfsation policles, in particular, the

authorisation limits for cheques and payment signatories, sales, purchases, capital
expenditure, write-off & provision, treasury & investments and recruitments.
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Vi,

6.56

6.57

Weakness In Corporate Governance

While we note that the disclosures in the Company’s announcement dated 21 Decermnber 2010
as well as in the Group’s audited financial statements for the financial years ended 31
December 2010 o 2015 may not have been precise or had been lacking in some details (please
see paragraphs 7.13 and 7.56 of this Report}, it does not appear to us that there were any
breaches of the SGX-5T Listing Manual Section B: Rules of Catalist arising from the leans
extended by the Group te HWE. However, we stress that any of our views, statements and /
or findings stated herein are expressed and / or made in our capacity as the appointed
Independent Reviewer for this Report and strictly in compliance with the specific mandate
conferred on us by the terms of our appointment. Accordingly, nothing herein shall be
treated and / or construed as a waiver of the disclaimer against fability set out in paragraph
4,12 of this Report that we are not in a position to and do not pravide any legal advice to the
Company, the Group, HME, Wei Yi Entities and / or any of the entities concernad.

Disclosure Of Information
For 2eod order, the Company should have made the following disclosures:

a.  That the Group would have to extend loans to HME pursuant to the HME Term Sheet in
its announcement dated 21 December 2010, Pursuant to the HME Term Sheet, HMG
shall provide funding to HME for expansion of new clinic(s) and working capftal {please
see paragraph 6.21 of this Report); and

b. The Company should have identified the name of the berrower {i.e. HME) in the Group's
audited financial statements for the financial years ended 31 December 2010 10 2015
instead of stating it as “Loan 17 or "Loan A" or "Amounts due from party A", We note
that the Company had identified HME as the borrower in the Group's audited financial
statements for the financial year endad 31 December 2016 although we are not aware
as to why the Company had decided to do so for the aforesaid financial year.

{This space has been intentionaily left blank.)
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D, LOANS EXTENDED TO MEDICAL CENTRES OWNED BY WEI Y1 SHI YE CO LTD

l. Background

6.58 As per the Company’s prospectus dated 26 June 2003, we note that the Company had
intended to expand overseas “through acquisifions, joint ventures and strategic alliances™
and build a ““Heaithway” service name through esteblishing stote-of-the-art medical
facilities in key cities"™, We note that China was the country identified by the Company for

its cverseas expansion,

6.59  We note a Notice of EGM dated 20 October 2009 together with a Circular dated 20 October
2009 to the shargholders In relation to the following resolutions to be passed at the
Company's EGM to be held on 4 November 200%;

a. "The proposed grant of a convertible loan of $53,300,000 to fCrane Medical]l as an
Interested Person Transoction;

b. The proposed provision of working capital funding not exceeding RMBT, 500,000 to

[Crane Medical] as an fnterested Person Transackion;

c The proposed call aption granted by [Evodia] to [the Company] as an Interested Person

Transaction; and

d.  The proposed entry into 6 Management Service Contract between [China Healthway]
and {Crane Medicel[ as an interested Person Transoction™,

(This space has been intentionally left blank.}

 Page 130 of the Company"s prospectis dated 26 June 2008,
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6.60

6.61

6.62

6.63

As per paragraph 7 of the Company's Circular dated 20 October 2009, the group structure
after the proposed transactions excluding the proposed call option was as follows:

MR. YANG ZHENG
100%
SHANGHA WE) Y1
1008
Eviila THE COMPANY
PROPOSED MANAGEMERT
S00% 1
SERVICE AGREENENT 0%
CRANE MEDICAL CHINA HEALTHWAY
100%
KANG WEI
093
wamn
160% | | 0%
PUDGNG MEDICAL CENTRE NOBEL HOSPITAL
(PAID-UP CAPITAL: (PAID-UP CAPITAL;
RME 1,600,000} RMB 11,000,000}

*'The bilance 305 of tha fuued and paid-up share capiiaf of Mobed Hosplitel iz owngd by thicd parties who are not related
to fihe Company], fthe Board] or any of the suhsiantial sharefoldders”,

At the Company's EGM held on 4 November 2009, all the resclutions listed in the Company's
Circular dated 20 October 2009 were passed. The Company anncunced the results of the EGM
on 4 November 2009,

On 10 February 2010, the Company announced that “[the Company] has fully utilised the
balance of the net proceeds from the PO amounting to approximately $53 mitlion (the “iPO
Proceeds”} as part of the converfible loan of §53.3 million extended to [Crane Medical] on
10 December 2009, in accordance with the Convertible Loan Agreement dated 23 June 2009”.

We note a Notice of EGM dated 22 February 2010 together with a Circular dated 22 February
2M0 to the sharehclders in relation to the fellowing resolutfons to be passed at the
Company's EGM to be held on @ March 2010:

. “[The Group’s] greater focus and investment in providing healthcare services in China
{“The Proposed China Expansion Plans”});

b, Shareholders’ mandaie for the proposed placement of up to 108,000,000 new ordinary
shares in the capital of fthe Company] to [IFC] {(“The Propoased IFC Placement”); and
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6.64

6.65

6.66

6.67

c. The proposed placement of up to 85,873,404 new ardinary shares in the capital of [the
Company] to [OOL, Mr. Fan Kow Hin, Dr. Jong Hee Sen, Dr. Wong Weng Rong and Mr,
Andrew Aathar] (“The Propesed Placement™)".

At the Company’s EGM held on 9 March 2010, all the resolutions listed in the Company's
Circular dated 22 February 2010 were passed. The Company announced the results of the
EGM on ¢ March 2010,

On 15 March 2010, the Company anncunced, amongst others, that “fthe Company] has an 15
March 2010 entered imto a spbscription agreement with [IFC] for the subscription of up to
108,000,000 IFC Placement Shares at @ price of 580,13 each” and “following the completion
of the Proposed IFC Placement, the Proposed Placement may also take ploce simulianeously,
whereby up to 85,873,404 Plncement Shares may be issued under the Proposed Placement™,

As per the press release dated 15 March 2010 by IFC (wwaw.ifc.orgl, it was announced that
“MIFC], a member of the World Bank Group, s providing [USS25 million] in financing to
Singopore-based Heolthway Medical Corporation Ltd to help widen access to high-quality
medical care in underserved areas of Ching and set standards in heafth management and
patient-care practices for the local frealth community. [IFC's USS25 million] financing,
comprising a [USS15 million] senior loan and equity of [US510 million], will be used to expand
{the Company's] operations by setting up a network of primary and ambulatory facilities in
districts of Shanghai. Affer establishing a presence in Shanehai, the profect will expand to
neighboring provinces and interfor regions whose populations do not hove access to
affordable guallty care. [The Compony] alse is considering other lecal health sector
investments, incloding secondary hospltals, and maternity and elderly core centers™.

On 12 April 2010, the Company announced, amongst others, that “[the Company] has
executed an assignment notice to assign the call option {"Call Option™) to purchase the 100
shares (“Option Shares”™} representing the entire issued share capftal of [Crane Medical] to
fChing Healthway], o wholly-owned subsidiary of [the Company]. [China Healthway] has
subsequently exercised the Call Qption, pursuant to which {Ching Healthway] has on 9 April
2010 acquired the Option Shares at on aggregate price of 55100 from [Evodia]” and “The
structure of the {Crane Medical’s] group of companies after the aforesald transactions Is as

follows™:
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£.69

0On 6 May 2010, the Company announced, amongst others, that “[the Company] has on 6 May
2010 completed:

The placement of 105,36%,230 FC Placement Shares in accordance with the terms of
the subscription agreement dated 15 Morch 2010 entered between [the Company] and
[IFCT; and

The placement of 83,000,000 Plocement Shares in accordance with the terms of the
subscription agreements dated 26 January 2010 entered between [the Compony] and
[O0L, Mr. Fan Kow Hin, Dr. Jong Hee Sen, Dr. Wang Weng Hong and Mr. Andrew
AatharI".

On 14 August 2010, the Company announced, amongst cthers, that:

“IThe Group] has entered fnto aereements with several third party companies and
individuais to operate and manage twelve {12) medical and dental centres in China

{the "Agreements”);

These Agreements to operate and manage medical facilities involves an investment of
approximately RMB38 mitlion {approximatety 557.6 million) over a period of three
months. These medical facilities include multi-specialty centres, dental centres and
specinlised hospitals located in Sharghai and Rangzhou;

[The Group] intends to finance the above fnvestment through its internal funds and /

or borrowings; and
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d. None of the Directars, controlling or substantiol shareholders of [the Group], and their
respective associates has any interest, direct or indirect in the foregoing, save through
their interests in [the Company]”.

Agreernents Entered Into Between Healthway Medical Corporation Limited, Crane Medical

Fte Ltd And International Finance Corporation

We note that the following agreements were entered into between the Company, Crane
Medical and IFC in 2010:

a. subscription agreemment dated 13 March 2010 between the Company and [FC; and

b, Loan agreement dated 30 April 2010 between Crane Medical and IFC,

Subscription _Agreement Dated 15 March 2010 Between Healthway Medical Corporation

Limited And International Finance Corporation

We set out below, the salient terms of the subscription agreement dated 15 March 2010
between the Company and IFC;

a, The subscription price for each of the Company’s shares shall be 550.13;

b, China Healthway, acting as designated nominee for and on behalf of the Company,
shall acquire Crane Medical under the call cption agreement dated 23 June 2009
entergd into between the Company and Evodia;

c. Crane Medical to own and contral alf of the shares of Kang Wei;

d. Kang Wei to transfer all of its shares in Wei Yi to independent third parties satisfactory
to IFC (*Nominee Shareholders”) and the Nominee Shareholders, through Wei Yi, were
the indirect owners of Pudong Medical Centre and Nobel Hospital (the “Spin Off”);

2. The Spin Off had not resulted in any breach of any existing contracts;

f. Kang Wei to enter inte arrangements with the Nominee Shareholders to effectively

restrict and control the transfer and exercise of the shares of Wei Y| held by the

Mominee Shareholders; and
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2. None of China Healthway, Crane Medical, Kang Wei or their affiliates directly or
indirectly owned the shares of Pudong Medical Cermtre or Nobel Hospital,

Lozn Agreement Dated 30 April 2010 Between_ Crane Medical Pte Ltd And International

Finance Corporation

We set out below, the salient terms of the loan agreement dated 30 April 2010 between Crane
Medical and IFC:

a. The lean amount was US515 million;
b, China Healthway, acting as designated nominee for and on behalf of the Company,
shall acquire Crane Medical under the call option agreement dated 23 June 2009

entered into between the Company and Evodia;

. The management service contract entered intc between the Company and Crane
Medical had been terminated;

d. Crane Medical to own and control all of the shares of Kang Wef;

e, Kang Wei to transfer all of its shares in Wei Yi to independent third parties satisfactory
to tFC ("Hominee Sharehelders™) and the Nominee Shareholders, through Wei i, were
the indirect owners of Pudong Medical Centre and Nobel Hospital (the “Spin Off*);

f. The $pin Off had not resulted in any breach of any existing contracts;

. #ang Wei to enter into arrangements with the Hominee Shareholders to effectively
restrict and control the transfer and exercise of the shares of Wei Yi held by the

Horminee Shareholders;

h. Mone of China Healthway, Crane Medical, Kang Wei or their affiliates directly or
indirectly owned the shares of Pudong Medical Centre or Mobel Hospital; and

i. Kang Wet to enter into management service contracts with Pudong Medical Centre and
Hobel Hospital.
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Based on our review, we also note as follows:

a. The subscription agreement dated 15 farch 2010 and the loan agreement dated 30
April 2M0 were approved by the Board;

b. The funding from IFC was {0 be solely applied towards the Cempany’s expansion plans

in China;

e, Crane Medical did not drawdown the foan of USS15 million from IFC;

d. Crane Medical did not drawdown the aforesaid [FC loan as Crane Medical did not meet
the conditions for disbursemént set out in the loan agreement dated 30 April 2010; and

e, The loan agreement dated 30 April 2010 between Crane Medical and IFC appears to

hawve been terminated on | January 2014,

Agreements Entered Into Between Kang Wei Investment Constltan Shanchai)} Co Ltd
And Mr. Yane Zheng

We have besn provided with the following agreements entered into between Kang Wei and
Mr. Yang Zheng:

a. Agreement dated 10 March 2010 between Kang Wei and Mr. Yang Zheng;
b. Agreement dated & April 2010 between Kang Wei and Mr. Yang Zheng; and
. Debt assignment agreement dated 31 March 2015 between Kang Wei, Wei ¥i and Mr.

Yang Zheng.

Agreement Dated 10 March 2010 Between Kang Wei Investment Consultancy {Shaneghail Co
Ltd And Mr. Yane Zheng

Based on our review of the agreement dated 10 March 2010 between Kang Wei and Mr. Yang
Zheng, we note as follows:
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Mr. Yang Zheng did not pay Kang Wei the sum of RMBS million, being the purchase
consideration, at the time of his acquisition of the shares of Wei Yi from Kang Wei' as

he was facing cash flow problems;

Kang Wei and Mr. Yang Zheng agreed to the following payment terms:

i Mr. Yang Zheng promised to pay Kang Wei the sum of RMBES miliion in instalments
over five years and the aforesaid sum was to be paid in full by 10 March 2015;

il To protect the interest of Kang Wei, Mr. Yang Zheng agreed to pledge his shares
In Wei i to Kang Wel as security; and

iii.  If Mr. Yang Zheng failed to pay Kang Wei the sum of RMB5 million in full by 10
March 2015, Kang Wei would have the rights with effect from 10 March 2015 to
decide whether to purchase the shares of Wei Y1 from Mr. Yang Zheng. The
purchase price by Kang Wei will be based on the net asset value of Wei Yi and
shall be first used fo set-off the outstanding interest with the balance used to

set-off the outstanding principal ewing from #r. Yang Zheng.

Arreement Dated é April 2010 Between Kang Wel Investment Consultancy (Shanghai) Co Ltd
And Mr. Yans Zheno

Based on our review of the agreement dated 6 April 2010 between Kang Wei and Mr. Yang

Zheng, we note as follows:

Kang Wei had sold its shares held in Wei ¥i to Mr. Yang Zheng for a consideration of
RKMBS million;

Mr. Yang Zheng had pledged al! his shares in Wei Yi to Kang Wei for the period 6 April
2010 to 5 April 2016 (the shares pledging period} as Mr. Yang Zheng did not pay Kang
Wei for his purchase of the shares of Wei i {NB: As per paragraph 7 of the Company's
Circular dated 20 October 2009, Kang Wei was one of the shareholders of Wei ¥i and
Mr. Yang Zheng was the ultimate berneficiary of Kang Wei (please see paragraph 6.60
of this Report);

Without the approval of Kang Wef, Mr. Yang Zheng was not allowed to transfer or assign
his shares in Wei Yi to a third party; and

™ As per Kang Wel's share transfer dogument dated 11 March 2010, we note that the transfer of Wei ¥i shares from Kang Wei
to Mr. Yang Zhang was in March 3010,
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d. During the shares pledging period, Kang Wet enjoyed the rights as a shareholder of Wei
¥i {i.e. to receive dividends from Wei Yi in respect of the pledged shares, etc.}.

Based on cur preliminary review of Kang Wei's general ledgers for the financial years 2010
and 2071, its bank statement for March 2011 and a deposit advice on the receipt of RMBS
million from Mr, Yang Zheng, it appears that Kang Wei had received the sum of RMBS million
frorn Mr. Yang Zheng for his purchase of the shares of Wed ¥i in March 2011,

Mevertheless, as per the minutes of the Directors’ Meeting held on 13 May 2016, it was
mentioned that:

a. “Mr. Wang Yee Kong Andrew (the former president of the Company) presented a power
point presentofion to fthe Boerd] on the operaficns of fthe Group) in Ching including
the payroll headcount, shares pledeing agreement, ernail "China Update” dated 11
May 2016, disposal proceeds, legallity, lean covenant impact and [the Company’s]

posftion on the operations in Ching;

i In relation to the payroll keadcount, i was noted that total 109 emplovees were there
fn all clinics af frhe Group] in China;

c. in relation to shares pledging agreement, it was noted that the duration of the
agreement was for 72 months from slening, which is from 4 April 2010 to 5 Aprii 2076

and both parties could negotiate for extension upon end of duration;

d. in refation to fthe Company’s] position on the operations in China, the followfng
management’s recommendalions were noted:

i. To discontinute management agreement;

fi. To stop funding China aperations;

iil.  To recover foan receivables from Ching.

e, [The Board] noted Ehe following rationale of the management in arriving at the above

recommendations:
i, It took 9 years for Parkway te breakeven in thelr operations in China with lots
of efforres;
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if. [The Company] does not have spare cash to fund far ewoy operations from

Singapore;

itf.  The investment is not worth of the expected returns.

f [The Board] approved the following based on the recommendations made by the

monagement;
i To stop funding Ching operations;

if. To consult Chinese lawyers to advise legal aspects of cessation of the

management agreement;
i,  To explore all avenues to recover all {oans extended to [Mr. Yang Zheng]".

We have not sighted the power point slides presented to the Board as mentioned in the
minutes of the Directors’ Meeting held en 13 May 2016.

In view of the foregoing, we note that the group structure was as follows:

THE COMPAHY KANG WE -1 MR YANG THENG

100% X 100%

CHIHA HEALTHWAY

------ WEL ¥

100%

CRAME MEDTCAL

100%

Kok WK WE| HOBEL HOSPITAL B
MANAGERENT SERVICE AGREEMENT(S) PLIDONG MEDICAL CENTRE

6.81

Debt Assicnment Agreement Dated 31 March 2015 Between Kang Wei Investment Consultancy
{Shanghai) Co Ltd, Wei ¥i Shi Ye Co Ltd And Mr, Yane Zheng

Based on our review of the debt assignment agreement dated 31 March 2015 between Kang

wet, Wel Yi and Mr. Yang Zheng, we noke as follows:

a. Kang Wei and Wei Y1 confirmed that the amount owing fram Wei Yi to Kang Wei as at
31 March 2015, was 5520.5 million;
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b. it was agreed hetween Kang Wei, Wei Yi and Mr. Yang Zheng that the debt of 5520.5
milfion would be assigned to Mr. Yang Zheng and Mr. Yang Zheng undertook to pay the
sum of 5520.5 million to Kang Wei;

c. The sum of 5520.5 million was to be paid in two instalments; the first 50% to be paid
by 7 May 2016 and the remaining 50% to be paid by 7 May 2017; and

d. After the execution of the aforesaid agreement, Kang Wei also agreed that it would
not make any claims against Wef Yi for the sum of 5520.5 millien, in the event that Mr.
Yang Zheng fails to fulfill the aforesaid repayment obligations.

We are not aware as to why Kang Wef had agreed to the afaresaid repayment obligations set
out at paragraph 6.81(d) above {i.e. that Kang Wei would nat make any claims against Wei Yi
for the sum of 5520.5 million in the event that Mr, Yang Zheng fails to fulfill the repayment
obligations).

Save for the agreements mentioned in paragraphs £.75, 6.76 and 6,81 of this Report, we have
not sighted any other agreements between the Group and Mr. Yang Zheng (if any).

The Group’s Business Model In China

We have been pravided with the board paper dated 13 August 2010 titled *Business Mede! -
HMC's China Operations” which was approved by the Board at the Directors' Meeting held ¢n
13 August 2010, The aforesaid board paper mentioned, amongst others, that:

3. “Under Chinese requlations, forelgn companies are restricted from holding medical
licences or own medical facilities. Hence, n China our main business activities consist
mainly of providing management consultancy services and financing of third party
medical asset-owning companies (MACs). This js done through a combination of
entering into Management Service Confracts (MSCs) with MACs fo manage and operate
their medical facilities, as well gs Asset Leasing Contracts (ALCs} to fund MACs to
acquire and upgrade as well providing sufficient working capitel for the medical
facilities. These categories of the funding have been endorsed by [IFC];

b, [Kang Wei] will be the entity that enters into MSCs with MACs;

¢.  Chinese reguictions restrict foreign-owned companies holding medical ticences or own
medical facifities. Effectively, the obove would allow [the Company] ta operate and
manage carefully selected medical facilities without owning [MACs];
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d.  This business model has been used by many foreign-owned companies in China. [The
Company has] cleared this model with [its] Chinese {awyers and fIFC] had also done
separate clearance with their Chinese counsel. [IFC] has accepted it has a workable

structure; and

e, Chinese reguiations provide for foretgn JV in heaithcare companies, provided these
meets with the several criteria and must be approved in central Beifing. The process
itself con take many vears, [The Company] would [ook of ihis form in later stoge of

its business in Ching".

We have also been provided with the board paper titled "Healthway China - Structure and
Management” which was approved by the Audit Committee and the Board at the Audit
Committee Mesting held on 10 May 2011 and the Directors’ Meeting held on 13 May 2011
respectively. We note that the aforesaid board paper was preparad by the management to
explain and address the queries raised by KPMG in their audit of the Group’s financial
statements for the financlal year ended 31 December 2040, We also note that the said board
papar was prepared after the Group’s audited financial statements for the Financial year
ended 31 December 2010 was signed off by KPMG (NB: The Group's audited financial
statements for the financial year ended 31 December 2010 was dated ¢ April 2011).

The said board paper contains the following documents:

a. Management’s responses to, amongst others, certain clauses in the managerment
service agreements entered into between Kang Wef and Wei i Entities in 2010, medical
licences in China, holder of the medical licences, control of Wei Yi Entities and the
Company's business model in China;

b. Legal advice dated 8 April 2011 from Shanghai Ding Li Law Firm (o Kang Wei;

c. Unsigned letter dated 18 April 2011 from Kang Wei tc Shanghai Municipal Health

Inspection; and

d.  Unsigned letter dated 15 Aprit 2011 from one Mr. Shen Zuo Zhen (J)LXIE) to one T2&
(NB: In the aforesaid unsigned letter, it was addressed to JE&. Nevertheless, we are

not able to establish whether Fanzhong refers to Mr. Fan Kow Hin)d.

Based on our review of the aforesaid legal advice from Shanghai Ding Li Law Firm, we note,

amongst othars, that:
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a Kang Wei is a forgign wholly-owned company incarporated in China;

b. The relationship between Kang Wei and Wei ¥Yi Entities does not constitute an
“investor-investee relationship” and Kang Wei is merely a service provider of Wei Yi
Entities;

c According to Chinese Law, medical licence can only be applied and owned by an
applicant in which its ultimate beneficiary is a citizen of China; and

d. As the shareholder of Wed Yi, Mr. Yang Zhens has direct or indirect control over Wei Yi
Entities. Accordingly, Mr. Yang Zheng has the rights and authority to change the
management or legal representative(s} of Wei Yi Entities. The legal representative(s)
appointed and approved by Mr. Yang Zheng would be responsible for the management
of Wei Yi Entities.

6.35 Based on the documents contained in the said board paper, the Board concluded that the
Company neither controfled nor owned Wei ¥i Entities and the Company merely provided

funding and management services to Wei Yi Entities.

6.89 As per the Company’s Directors” Resofoiions In Writing dated 13 February 2013, it was
resolved that “fthe Board] approves the Board Faper on “Assessment of Control over Chinese
Clinics™ that was circutated on 8 February 2013, with the conclusion that control of these
ciinics resides with the PRC owner [Mr. Yang Zheng] and therefore, these China clinics shouid
not be consolidated in the books of [the Company].

6.90 We have not sighted the board paper titied “Assessment of Control over Chinese Clinics™ and

are therefore, not aware of the contents of the aforesaid board paper.

V. Apreements Entered Into Between Kang Wei Investment Consultancy {Shanghai) Co Ltd,
Crane Medical Pte Ltd And The Medical Centres Owned By Wei Yi Shi Ye Co Ltd

£.91  The following agreements were entered into between Kang Wei, Crane Medical and Wei Yi
Entities:

a.  Loan agreements and supplementary loan agreements between Kang Wei and Wei Yi
Entities fn 2010, 2011, 2012, 2013, 2015 and 2016 {"Wei Yi Loan Agreements”);
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b. Management service agreements between Kang Wei (as the Business Manager) and Wai
¥i Entities (Wel ¥i or Kang An as the business owner) in 2010 ("2010 Management
Service Agreements”)

c. Mznagement service agreement between Kang Wei (as the Business Manager) and Wej
¥i {as the business owner) in 2014 (“2014 Management Service Management®);

d, Franchise agreements between Crane Medical and Wei Yi Entities in 2010; and

a, Service agreements between Crane Medical and Wei Y1 Entities in 2010,

Wei ¥i Loan Agreements

We set out below, the salient terms of the Wei Yi Loan Agreements:

a. Terms
Type of loan: | Long-term an
Purpose of loan: | Working capital
Period of loan: 10 years -

h.  The 2016 lcan agreements superseded the prior years’ loan agreements;

c. interest rate was altered from 5% per annum to not exceeding 10% per annum since
20M2; and

d. Kang Wei agreed to waive the interest charged in respect of the loans extended to Wei
¥i Entities.,

Based on our review of the Wei Yi Loan Agreements as well as the amounts owing from Yei
¥i Entities to Kang Wei {the outstanding amounts reflected in Kang Wei's general |edgers)
from 2010 ta 204 6, the Wei Yi Loan Agreements executed in the various years were {0 alter
the loan limit srantad by Kang Wei to Wed Yi Entities so that the actual amounts owing from
Wei ¥i Entities to Kang Wei did not exceed the loan limit mentioned in the Wei Yi Loan

Agreements.
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6.04  We set out below, the loan limit granted by Kang Wei to Wei Yi Entities n 2070 7 2011 7 2012
and 2016 as per the Wei Yi Loan Agreements;

6,95

T T T —

2010 / 2011 2016
{2012

1 Pudong Medical Centre” B 15,000,000 31,050,000
3| Kang An 18,500,000 | 27,550,000
3 Nabel Hospital 16,500,000 | 26,700,000

t4 [ WeivT ST '"""'i'é",'ﬁﬁﬁ?ﬂ'ﬁﬁ”;?'"""'E'E’;'i'ﬁ'ﬁ;‘ﬁﬁﬁ'i.

5~ TKang Wei Madical Centra No Gmit | 70,450,000 :
I3 Da Rui Torg 2,100,000 7,000,000
7 1 XinTi 500,000 5,450,000
8 1Boho 400,000 3,700,000
""Kang Liang - ; 300,000 2,700,000
70| Zhi Nuo 7,100,000 1,900,000

: 11 | Heng Jie Dental 1,800,000 1,600,000 |

i 12 Heng JHe Computer 10,000* 1,500,000
13 Zhuo Wei 400,000 |, 100,000
14 | Wei Yi Kang Hong 200,000 700,000
15 § Jun Kang Mo limit* 550,000

* We note that the Mirst loan agreements entered into betwesn Kang Wel and the above partias were in 2077 or 2012,

2010 Management Sepvice

recments

We set out below, the salient terms of the 2010 Management Service Agreements:

a. Terms
Period of Agreement: | 10 years
Extension: Not more than five years
“Management fea: 10% of total revenue T Tmmmmmm————
Incentive fee; 80% of operating profit
b. Kang Wei was the sole representative of Wel Y1 Entitiss;
c. Kang Wei to manage the affairs of Wei Yi Entities; and




6.56

d.  Without the written consent from Kang Wel, Wei Yi / Kang An shall not transfer, sell,
pledge its shares in Wel YT Entities and Wel ¥t / Kang An aiso did not have the rights to
terminate the 2010 Managerment Service Agreements,

2014 Manasement Service Agreement

We set out below, the salient terms of the 2014 Management Service Agreement?

a. The 2014 Management Service Agreement superseded the 2070 Management Service

Agreements;
b, Kang Wei was the sole and exclusive agent of Wei Yi Entities;

c. Kang Wei to provide management services to Wei Yi Entities which include, but not

limited to:

.i. General management;

. Finandial and accounting;
iil.  Marketing and sales;

d. Kang Wef to provide funding to Wei Yi Entities for operating needs; and

— PR

e i Terms

: Period of Agreement: | Six years after 1 January 2014

Extension: Five years
Management fee: RMEB100,000 per month

{This space has been intentionally left blank.)
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vi.
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As a result of the various agreements entered into between Kang Wei and Wei Yi Entities, the

group structure became as follows:

THE COMPANYT EAMGWE] = fe=mmessemeeees MR. TAKG ZHEKG

1008

100% 10T%

CHINA HEALTHWAY

e wer vl

100%

CRAHE MEDICAL

100%

KANG Wl AHAGEMENT SERVICE AGREEMENT(S) WELYI ENTITIES

Amount(s) Owing From The Medical Centres Owned By Wel ¥i Shi Ye Co Ltd

Based on our review, we note that most of the flow of the funds extended to Wei Yi Entities

were a5 follows:

THE GROUP EXCLUGING
KANG WEI

capial injection:
FMESE, 199, 130,74 {as per Kang Weis audited financial starerents for the finan cial year endad 31 December 2014)
Equtvalent to approximately Us5t3 milkfon

Eundk transferred 10 Kapg Wej:
Appraximately 5512 milHon {as per Crane Meadizal's aeneral hedaer)
Equivalent to RMBS1,025,362.04 {as per Karg wei's genaral hedger)

¥

KANG WEI

Leans Himit granted from Kang Wei to Wel Y7 Entiies: RMB15T.S million
{as par the Wei Yi Loan Agreements)

L4

WEl'Yl ENTITIES

As per the capital injection reports issued by the audit firms as well as the audited financial
staternents of Kang Wei for the financial year ended 31 December 2014, we note that the
share capital of Kang Wei was RMB86,199,730.74 (equivalent to approximately US$13 million}.
We have traced the flow of funds from the Group to Kang Wei in respect of the capital
injection of RMB36,199,730.74 (equivalent to approximately US$13 mitlion) and noted that
Kang Wei had received the sum of RMBB&,199,730.74 from the Group.
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6.100 Between 2012 and 2076, we note that approximately 5%13 million [equivalent Lo

6.101

6.102

RMB&1,025,363.04) was transferred from the Group to Kang Wei. We have traced the flow of
funds from the Group to Kang Wei in respect of the aforesaid transfers and noted that Kang
Wei had received the sum of approximately 5513 million {equivalent to RMB&1,025,363,04)
from the Group.

We have also traced the funds transferred from Kang Wei to Wei Yi Entities. Based on our
review of the samples selected, we note that Wei Yi Entities had received the funds
transferred from Kang Wei. That is, nothing has come to our attention to suggest that Wei

Yi Entities were naot the parties that received the funds from Kang Wed.

We set out below, the amount owing from Wei Yi Entities to the Group as at 31 December
2010 to 2016:

Year o “Amount Owing From Wei Yi | Increase |
: Entities To The Group!® |
e e o rAn b At et T o665
2010 15,353 :
2011 71,252 T 5 899 |
012 T 23,642 2,390
[ 2013 28,500 | T4 RBE
20014 T 32539 o 4,089
2015 35,812 3,223
: 561G - B T £

{This space has been intentionally left blank.)

¥ Amaunts as per the Group®s audited financial staternents for the financial years ended 31 December 2010 to 2016,

57



6,103

6.104

6.105

The amount of 5536.381 million was made up of:
Management ' Loans | Repayment  Franchising I Het | Conversion Wet |
Services Frem | From Wej And | Amount Rate Amount
Rendered By | Kang Wej | i Entities | Sarvices | Owina | Difference Owing |
Kang Wei To To To Kang Fees ! From One . From Wei :
Wei Yi Wei Yi Wei Rendersed E idr . Aaron Yi Entities
Entitles | Entities ! By Crane Tan Boon To The
Medicai To | Cheone Te | Group
: Wei¥i Crane
: Entities Medical ;
SS'000 | 557000 557000 557000 Serond | 8500 T 5000
‘‘‘‘‘‘‘‘‘‘ AN quh Pl <0» g <E» <F e A+ B |
| +D+E+
F=
2,600M% | 31,943V {1,809) 3,328 200 ; 169 36,331
. S Fomsomrui emssisis e R

Management Services / Franchising And Services Fees

Based on our review of the samples selected, we note that the amounts of approximately
$55.928 million {$52.6 million + 5%3.328 million) owing from Wei ¥i Entities to the Group as
at 31 December 2016 arose from fees charged by the Group £o Wei Yi Entities. That is, nothing
has come to our attention to suggest that the aforesald amounts of approximately 555.928

mitlion were not from fees charged by the Group to Wei Yi Entities.

Laans From Kang Wei Ta Wet Yi Entitics

As mentioned in paragraph 6.101 of this Report, we note that Wel Yi Entities had received
the funds transferred from Kang Wei. Based on our review of the samples selected, we have
sighted payment vouchers / payment requisition forms of Kang Wei that appear tc be

appropriately processed, approved and signed off for the purpose of remitting funds from

Kang WeT to Wei Yi Entities.

" panagement feas of RMB12,496,854 / RMB4.8054 jthe exchange rate applizd by the Company a3 at 31 Decamber 2016},

T Loans of RME153,501,812 / RMB4, 8054 (the excharge rate apMied by the Company as at 31 December 20141,

% Repayment of RMES, 935,193 / RMB4.8054 (the exchange rate applied by the Company as at 31 December 2016).
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Net Amount Owing From Qne Mr. Aaron Tan Boon Cheong To Crane Medical

Hevertheless, based on our review, we are not aware as to why the net amount of 55200,000

owing from Mr. Aaron Tan Beon Cheong was recorded as an amount owing from Wei Yi Entities

to the Group.

We aiso set out below, the amount owing from the respective Wei Yi Entities to Kang Wel as

at 31 December 2016;

Wei Yi Entities Manazement Loans From Repayment Total
Services ! Kang Wei To From Wei Yi
Rendered By | Wel ¥i Entities Entities To
Kang Wei To ‘ Kana Wei
i Wet Yi Entities
AR ) RMB RMB TRME
<A> | B> <Cx>| <A+B+C> |
! Jun Kang o S 818,480 {298,000) 520,480
Wel Vi Rang Hong 694,100 ; ST 694,100
Zhuo Wei 348,044 725,645 T (2805 | 71,073,439
Heng Jie Computer 1,467,419 9,000} 1,458,419
Heng Jie Dental 388,076 1,249,245 | T (83,140 [ 1,574,211 |
7hi Nuo 362,738 1,508,592 (23,530) 1,847,800
Kang Liang 971,241 1,886,070 {304,595) ’§"""'"'““'“i’,092,?1a :
Bo Ao 357,648 3,876,230 GO0 TE8 T 3.676,610
Xin Vi 399,986 5,140,518 (133,470} 5,407,034
Da Rui Tong 537,147 6,887,081 | {439,614} 6,974,614
Kang Wei Medical 124,103 23748 885 {2,866,688) 20,406,300
Centre
Wei Yi 2,700,000 23,418,755 26,718,755
“Nobel Hospital 2,272,583 24,776,319 (354,711) 1 26,696,191
Kang An 5,055,588 | I ABLE0Y | 2,017,978y | IV ETE20 ]
Pudong  Medical 1,401,500 31,418,672 [375578y T 31,004,504 ¢
Centre i |
T oo i 12,496,854 | 153,501,812 (8,935,193} | 157,063,473
Exchange rate @ ; 45054 45054 473054 4.8054
RMB4.8054 ta 554 |
In 5$°000 2,600 31,943 (1,859) 32,684

59




6.108

6.109

6.110

&.111

6.112

Based on the Group’s audited financial statements for the financial years ended 31 December
2010 to 2016, we note that the allowance for impairment made for the amount owing from
Wei Yi Entitles to the Group as at 31 December 2016 was 5536.381 million. Details of the
allowance for impairment of 553&.381 million made for the amount owing from Wei Y7 Entities

to the Group are as follows:

Year "Net Amount Before Allowance For Net Amount After |
Impairment mpairment Impairment ;
m— e 00
proe g S "5"—‘{5} T
5010 | 15,353 i T—— : 15.353
2011 TV 17) - 71,252
2012 23642 T . 23,642
2013 0 TG 78,500 13,000 | 15,560
2014 32,589 ] 13,000 TTT9.589
615 EENFE ST R 71,000
2016 36,381 | 36,381 R

For the purpose of this Repert, we have not carried out an impairment assessment on the
recoverability of the net amount owing from Wei Y1 Entfties for the financial years ended 31
December 2010 to 2018,

Based on the minutes of the Audit Committee Meetings held on 24 February 2015 and 5 May
2013, it was mentioned that Mr. Yang Zheng had executed a statement confirming the
repayment amount of 5520.5 million and the repayment date for the same to the Group in
respect of the loans extended to Wei Yi Entities,

As per the debt assignment agreement dated 31 March 2015 between Kang Wei, Wei Yi and
Mr. Yang Zheng, Mr. Yang Zheng had undertaken to pay the sum of $520.5 million to Kang
Wei (please see paragraph 6,81 of this Report).

As per Note 12 of the Group’s audited financial statements for the financial year ended 31
December 20186, it was mentioned that “In the previous financial year, a letter of intent was
sighed between a third party and the sole shareholder of {Wei Yi] to acquire [Wei YiJ at a
purchase consfderation of $21,000,000 and the seles proceeds was intended to be utitised by
the sole shareholder of fWel Yi] for the settlement of the {oans provided by [the Group]”.



6.113

6.114

6.113

6.116

6117

6.118

As per the letter of intent dated 8 June 2015 between Mr. Yang Zheng and Kang Shi'¥, we

note as follows:
a. The sale and purchase consideration of the shares of Wei Yi was $521 million; and
b.  The aforesafd letter of intent would be terminated if the sale and purchase of the

shares of Wel Yi was not completed by 31 March 2016.

Funding Provided To The Medical Centres Owned By Weai ¥i Shi Ye Co Ltd

We have been provided with the board paper dated 14 April 2014 titled “Termination of the
Management Contract & Exit Strategy of the China Clinics” which was approved by the Board
at the Directors’ Meeting held on 5 May 2014,

Based on our review of the aforesaid board paper, we note that the key issues faced by Wei
¥i Entities in their operations in China were as follows:

a. Management team:

b.  Lack of medical personnel;

c. Lack of sustainable funding; and

d. Unstablz administrative structure,

Motwithstanding the aforesaid, the Group continued to remit funds to Kang Wei in 2015 and
2016 to support the operations of Wel ¥i Entities. Supplementary loan agreements were
enterad into between Kang Wel and Weij Y{ Entities in 2015 and 2014.

As per the minutes of the Audit Committee Meeting held on 13 May 2016, it was aiso
mentioned that “it is noted that funding to supporf China’s operations has ceased with effect
from 15 April 2016". As per the minutes of the Directors' Meeting held on 13 May 2016, it
was further mentioned that the Board had approved the recommendation to “séop funding

China operations”,

Neverthetess, the Group continued to remit funds to Kang Wei to support the operations of
Wet Yi Entities after 15 April 2016.

" 45 per the minutes of the Audit Committes Meeting held on 22 Febraary 2016, we note that Kang Shi is a subsidiary of IHC.

&1



6.119 According to Mr. Fan Kow Hin and Mr. Eric Wong, there were values in the medical licences
held by Wel Yi Entities’ clinics. In this regard, the Group had continued to remit funds to
Kang Weai to support the operations of Wei Yi Entities so that Wei Yi Entit’es could maintain

their medical Ucences.

0.120 As per paragraph 8 of the unaudited financiat statements and dividends announcement of the
Group for the financial year ended 31 December 2076 dated 24 Febrwary 2017, it was
menticned, amongst others, that "[The Group’s] continued funding to [Wei Yi Entities] has
been largely driven by fthe Group’s] intent to expand inte the China market and to facilitate
the continued operations of the medical centers in Ching in order to preserve the value of

relevani {icenses”,

({This space has been intentionally left blank.)
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Vil Medical Centres Owned By Wel Y1 Shi Ye Co Ltd

6.121 Based on our review of the business profile searches of Wel Yi Enfities, we note that they are gither investment holding companies ar in the
rmanagement consulting or healthcare business.

6.122 We set out below, the group structure of Wei Yi Entities as at August 2017 based on the aforesaid business profile searches as well as the group
structure of ¥Wei Y1 Entities provided to us:

oo T Ty
(¥| 1
%R et RaEasrEReRLn| N0 | COSEREEREHER |
MR VNG THENG MOREL HOSPITAL SHANGHAI HOBELENT
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6.123 From the above organisation chart, we note that Mr. Yang Zheng is the ultimate shareholder

6.124

6.125

of Wei ¥i Entities.

Based on the business profile search of Wei Yi Kang Hong dated 22 August 2017, we note that
Ms. Zhang Xue Ting is the sole sharehoider of Wel Yi Kang Hong.

Legal Representativeis)

We set cut below, the legal representative(s) of Kang Wei {part of the Group) and Wei Yi
Entities as at December 2010 and August 2017;

Name Legal Representative Legal Representative
As At December 2010% As At August 2011 7%
WKang An Mr. Fan Ping Li | Mr. Fan Kow Hin
Zhi Nuo Mr. Fan Ping Li Dr, Jong Hee Sen |
Jun Kang T M, Fan Ping L Mr. Sonny Yuen
“Bo Ao Mr. Fan Ping Li Mr.FanPing i
Da Rui Tong Mr. FanPingli Ms, Jamie Fan ]
Heng Jie Computer Mr. Fan Ping Ui Ms. Jamie Fan
“Hong i Mr. Zhan Tai Ming CMs, JamieFan |
Kang Wei Mr.FanPingli "Ms. Jamie Fan
CWel Vi Mr. Fan Ping i Ms. Jamie Fan T
Wei Y1 Kang Hong Mr. Fan Ping [ s, Jamie Fan
Kang Liang N Gu Sin Bin ~ | Dr. Zhou Rong Ming
Kang Wel Medical Centre | Mr. Lan Bing Wen " " "Dr. Zhou Rong Ming
Nobel Hospital T Mr. Fan Ping Ui Dr. Zhou Rong Ming
Pudong Medical Centre Mr. Fan Ping Li br. Zhou Rong Ming -
Heng Jiz Dental Mr. {u Sun Bin Mr. Gu Sun Bin
Zhuo Wel Mr.GuSun Bin | Rr. Gu 5un Bin
E“ dnvio T Mr. Fan Ping Li Mr. Ma Xlao Feng o

X information shtained from either the business profile searches conducted or the corporate secretarizt records of Wei Y7
Entities or https: f fwww, gichacha.com/.

3 [nfermation obtained inom either the business profile seanches conducted or https: £ fwwew gichacha.com/,



6.126  From the above table, we note that some of the legal representatives of Wei Yi Entities were
related to / associated with the Group as follows:

a Mr. Fan Kow Hin was the Company’s former director;
b, Dr. Jong Hee Sen was the Company’s former director;
C. Mr. Sonny Yuen is the Company's independent director;

d. Mr. Fan Ping Li was the Company’s former General Manager, Corporate Development
and former General Manager of China Healthway® and js the son of Mr. Fan Kow Hin;

e. M=, Jamie Fan was the Company’s former Business Developmant Manager? and is the
daughter of Mr. Fan Kow Hin; and

f. Dr. Zhou Rong Ming, Mr. Gu Sun Bin and Mr, Ma Xfac Feng were the former employees

of the Group in China,

6.127 According to Mr. Fan Kow Hin and Mr. Eric Wong, the rationale for the managerment /
employees of the Company to be appointed as the legal representatives of Wei Yi Entities
was to safeguard and protect the Company’s interest pertaining to the loans extended by the
Group to Wei Yi Entities,

(This space has been intentionally left blank.)

2 pir. Fan Ping Li was the General Manager of China Healthway till 15 January 2017 (please see page 17 of the Group’s audited
financial statements for the financial year ended 31 December 2010).

B Ms. Jamie Fan's was “responsible for the lizison ond support of business development | operations between Singapers

Headguarters & Ching since 2013 (please tee paragraph 18 of the Group’s unaudited financial statements and dividends
announcement for the financial year ended 31 December 2013 dated 26 February 2014).
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Financial Results

6.128 We set out below, the financial resclts of Wei Yi Entities from 2040 to 2016 as per their

audited financial statements or management accounts:

Wei Yi Entitias 2010 701t 2012 2013 2014 2015 2016

B RMB'OG0 | RMBEOCD | RME'OOD | RMBOD0 | RMBODD | RMBODD | RMB OO0

Bo A0 T 04 L3R (705} {450) [466) {478y TR
Da Rui Tong (2,355} (239 1 (1,304} | (1,256) | (1.358) 1 11,1597 | {1,063
Henrg Je | (1,1938 T 1. {330 {457) 5373
Computer
Heng Jie Dental - {967} EinTTT {139) (1m (33) (&)
Jun Kang i 18y | (1,077 i343) (31) {2 " -
Kang An 5,154} | (3,7071 1 (2,695t (1,683) 1 (2,43 (2,722} (E41}
Kang Liang 1847 {550) {194} 207y :  {EEy (4043 {4%5)
‘Kang Wei | TUTEBY | 260 | (6,576 {3,699} | (1,166) | (4,038)

Nobel Hospital | {11,611) | (3,141) | (4.977) | (3,474) | (2,890) 1 (2,260) | (2,030}

Pudong Medical | (7,359) | (6,448} | (F4T4) (3388 BAW TGN T (3,235

Centre
Weli Vi 243} EEL T I 1Y I N v/ T (360
el VT Kang ; 128 | (7,000 303 i) (58) 55
Hong :
1 Xin¥i (883) | (1,417 (E48) (859) 17634 T (1,006) | (1,160}
7hi Mo 3,033} {931 (548) (724) AT ST FFErS)
Thie Wel NPT {oeY | S T ) 507y &) &

6,129 From the above table, we note that Wei Yi Entities had been incurring losses since 2010 save
for Wed Y1 Kang Hong which gengrated a profit of approximately RMB902,000 in 2013,

{This space has been intentfonally left blank.)
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6.130

6.131

Cessation Of Operations

4s per the schedule pertaining to the date of cessation of Wei Yi Entities’ clinics as well as

the medical licences of the respective Wei Yi Entities® clinics made available to us, we note

as follows:

Shanghal Wei Rui Medical Centra

Wei Yi Entities’ Clinic i Date Of Cessation | Effective Licence Period
Hangzhou Bo Ao Dental Centre 1-Jan-2013 i 20-Jun-2017 to 29-Jun-2014
“Shanghai Zhi NUo Dental Centre f-Jan-2013 29-Apr-2008 to 28-Apr-2073 |
Hangzhou Fan Man Ting Dental Clinic | 1-Mar-2013 76-Nov-2040 to 30-Jun-2014 "]
Heng Jie Dental 1-Mar-2013 1-Jan-2013 £ 31-Dec-2017
Shanghai Mobel Ent Hospital T fMar2015 | 9-Mar-2011 to 8-Mar-2016
Shanghai Da Tong Dental Centre 1-Apr-2M5 2-Apr-2073 to 1-Apr-2018

Shanghai Kang Wei Medical Centre

Shanghai Xin Yi Dental Cantre
Shanghai Kang Llang Dental Centre

| 1-Dec-20186 1-Jan-2012 to 31-Dec-2017
1-May-2017 24-May-2016 to 23-May-2021
i Maf“iﬁ‘i‘f """"""""" “17-Aug-2014 to 23-Aug-2019

TTNA 16-Jul-2014 to 7-Sep- 2018

We note that there was an increase in the amounts owing from the immediate holding
companies of Wed Yi Entities” clinics to Kang Wei notwithstanding that these Wei Yi Entities'

clinics had ceased their cperations. We set out below, the details of the increase in the

amounts owing from these immediate holding companies of Wei ¥i Entities’ clinics to Kang

Weir
| Wei Yi Entitles’ Clinic | Date Of | Net Amount | Net Amount | increase |
? : Cessation Owing To ! Owing To
- Kang Wel As | Kane Wel As
At Date Of At 31
Cessation December !
2016 |
RMB RMB RMB
ch> <B> <B - A»
Hangzhou Bo Ao Dental | 1-Jan-2013 1,792,4387|" 3,676,610 1,884,177
Centre
Shanghai Zhi Muo GDental § 1-Jan-2013 1,003,830 ' 1,847,800 843,970
! Centre
; Hangzhou Fan Man Ting | 1-Mar-2013 1,040,187 1,073,440 | 33,7551
Dental Clinic
 Heng Jie Dental 1-Mar-2013 1,492,145 | 3,032,630¢1 1 5&6’"&“&"%’}
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Centra

Wei Yi Entities’ Clinic Date Of [ Net Amount | Net Amount | Increase |
E Cessation Owing To Owing To
Kang Wel As | Kang Wet As
At Date OF At 31
Cessation December
i 2016 |
| ! T T RHE R
Shanghai Nobel Ent Hospital | 1-Mar-2015 74,867,655 | 16,696,191 1,828,536
Shanghai Da Tong Dental | 1-Apr-2015 5,719,680 6,974,614 1,154,934
Centre
Shanghai Wei Rui Medical | 1-Dec-2016 31,004,294 | 31,004,594 360

6.132 Based on our review of the samples selected, we note that the increase in the amounts owing
to Kang Wei was due mainly to rental expenses, renovation costs and staff costs incurred by

6.133

Vil

the respeciive immediate holding companies of Wed Yi Entities’ clinlcs after the cessation of

Wei ¥i Entities’ climics' operations. Wa also note that the funds were remitted from Kang Wei

to the immediate holding companies of Wei Yi Entities* clinics in order for them to make the

aforesaid payments.

On 5 August 2017, we conducted site visits to Shanghal Nobel Ent Mospital, Shanghai Xin YT
Dental Centre and Shanghai Kang Liang Dental Centre. We note that Shanghai Mobel Ent
Hospital and Shanghat Xin Yi Dental Centre had ceased operations while Shanghai Kang Liang

Dental Centre was still in operation.

Observations And Findings

£.134 Our observations and findings are as follows:

a. Under Chinese Law, medical licence can only be applied and ownad by an applicant in

which its ultimate beneficiary is a citizen of China;

b, Mr. Yang Zheng is the ultimate sole-shareholder of Wei Yi:

C. The former legal representative(s) / lepal representative({s) of Wef Yi Entities was /

were / is / are the former directors, independent director and former employees of

the Company / the Group;
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The authaorised signatories to the banl accounts of Wei Yi Entities were / are the former
legal representative(s) / legal representative(s) of Wei Yi Entities;

The corporate seals of Kang Wei and Wei Y7 Entities were kept with MinterEllison (a
law firm in Shanghai - Kang Wei's solicitors) since 2015;

Multiple approvals were required before the corporate seals of Kang Wei and Wei Yi
Entities would be released by MinterEllison for use, Approval must Frstly be obtained
from the Group’s management / employees in Singapore for the authorised
representatives in China to request for the release of the corporate seals of Kang Wei
and Wei Yi Entities from MinterEllison for use;

Ms. Jamie Fan's legal representative seal is curtenily kept with the Group’s finance

department in Singapore;

We are not aware as to who is / are in pessession of the legal representative seals of
Mr. Fan Kow Hin, Dr. Zhou Rong Ming, Mr. Gu Sun Bin, Mr. Sonny Yuen, Mr. Fan Ping Li,
Mr. Ma Xiao Feng and Dr. Jong Hee Sen;

The Wei Yi Lean Agreements executed in the varicus years were te alter the loan limit
granted by Kang Wei to Wei Yi Entities so that the actual amounts owing from Wei Yi
Entities to Kang Wei did not exceed the loan limit mentioned in the Wei ¥i Loan

Agreements;

Funds were first remitted by the Group to Kang Wei and Kang Wei would in turn,
disburse the funds to the respective Wei Yi Entities;

Amounts of approximately 555,928 milllon owing from Wei Y1 Entities to the Group as
at 31 December 2016 arose from fees charged by the Group to Wel Yi Entities:

Nathing has come to our attention to suggest that Wei ¥i Entities were not the parties

that received the funds (i.e. the loans) from Kang Wei;

Wei Yi Entities had been incurring losses since 2010 save for Wei Yi Kang Hong which
generated a profit of approximately RMBS02,000 in 2013;

Mine out of the 10 Wef Yi Entities’ clinics had already ceased operations;

We are not aware as to why the net amount of 55200,000 owing from Mr. Aaron Tan

Boon Cheong was recorded as an amount owlng from Wei ¥i Entities to the Group;
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p. The Group continued te remit funds to Kang Wei to support the cperations of Wei Yi
Entities notwithstanding that the Board at the Directors’ Meeting held on 5 May 2014
agreed to execute the exit strategy in China and the Board at the Directors’ Meeting
held on 13 May 2016 agreed to “stop funding China operation” as well as at the Audit
Committes Meeting held on 13 May 216, whersby it was mentioned that *it is noted
that funding to support Ching's operations has ceased with effect from 15 April 2016™;
and

q. The Group had centinued to fund Wei Yi Entitfes’ operations so that Wei Yi Fntities

could maintain their medical licences.

X, Safeduards / Controls

6.135 Based on our findings, it appears that the safeguards / controls put in place by the Group in

respect of the loans extended to Wei Yi Entities are as follows:

a. The Group managed the day-to-day operations of Wei ¥i Entities under the 2010
Management Service Agreernents / 2014 Management Service Agreement. Accordingly,
the Group would have full knowledge of the operations of Wei Yi Entities;

b, The former legal representative(s) / legal representative{s) of Wei ¥i Entitles was /
were / s / are the former directors, independent director and former emplayees of

the Coempany / the Group;

c. The authorised signatories to the bank accounts of Wei Yi Entities were /7 are the former
legal representative(s) / legal representative(s) of Wei i Entities; and

d The corporate seals of Kang Wei and Wei Yi Entitias were kept with MinterEllison since
2015 and multiple approvals were reguired before the corporate seals of Kang Wei and
Wei Yi Entities would be released by MinterEllison for use.

{This space has been intentionally left blank.)
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X, Weakness In Corporate Governance

6.136 While we note that the disclostres in the Group's audited financial statements for the
financial years ended 31 December 2010 to 31 December 2015 may not have been precise or
had been lacking in some details (please see paragraph §.113 of this Report), it does not
appear te us that there were any breaches of the 5GX-ST Listing Manual Section B: Rules of
Catalist arising from the loans extended by the Group to Wei i Entities. However, we stress
that any of our views, statements and / or findings stated herein are expressed and / or made
in our capacity as the appointed independent Reviewer for this Report and strictly in
compliance with the specific mandate conferred on us by the terms of our appointment.
Accordingly, nothing herein shall be treated and / or construed as a walver of the disclaimer
against liability set out in paragraph 4.12 of this Report that we are not in 2 position to and
do not provide any tegal advice to the Company, the Group, HME, Wei i Entities and / or
any of the entities concerned.

Disclosure Cf Information

6.137  For good order, the Company should have made the following disclosuras:

a. The Company should have identified the name of the borrewer {i.e. Wei Y7 Entities) in
the Group’s audited financial statements for the financial years ended 31 December
2010 to 2015 instead of stating it as “Loan 2" or “Loan 8" or "Amounts due from party
B". We note that the Company had identified Wet ¥i Entities as the borrower in the
Group’s audited financial statements for the financial year ended 3t December 2016
although we are not aware as to why the Company had decided to do so for the
aforesaid financial year; and

b. The Company should have disclosed that the former legal representative(s} / legal
representative(s) of Wei Yi Entities were / are the former directors, independent
director and former employees of the Company / the Group for these finandal years
prior te 31 December 2016. We note that in the Group’s audited financial statements
for the Ffinancial year ended 31 December 2016, it was mentioned that “At frhe
Groupl’s request, the owner of [Wei Yi] agreed and appointed [Ms. Jarie Fanj as the
sole Executive Director and legal representative of [Wei Yi] to provide better visibility
to fthe Group] over the utilisation of the funds that have been provided to {Wei Yi].
[Ms, Jamie Fan]is the daughter of [Mr. Fan Kow Hinl, who was the Executive Chairman
of [the Company] up ta 16 May 20157, Nevertheless, we are not aware as to why the
Company decided to make the aforesaid disclosure in the financial year ended 31
December 2016,
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6.138

6.139

&.140

Funding Provided To The Medical Centres Owned By Wei Yi 5hi Ye Co Ltd

We note that the Group continued to remit funds to Kang Wei to support the operations of
Wei Yi Enkities notwithstanding that:

a. The Board had approved the board paper dated 14 April 2014 titled “Termination of
the Management Contract & Exit Strategy of the China Clinics” at the Directors’
Mesting held on 5 May 2014;

b. As per the minutes of the Audit Committee Meeting held on 13 May 2016, 1t was
mentioned that “it Is noted that funding to supporf Ching's operations fias ceased with
effect from 15 Apiif 2016”; and

. At the Directors’ Meeting held on 13 May 2016, it was mentioned that “[/The Board]
approved the following based on the recommendations made by the management!

3 To stop funding China operations;

fi. To conswit Chinese lawyers to advise legal aspects of cessation of the
management ggreement;

fii. Toexplorz all avenues to recover all foans extended to [Mr. Yane Zheng)”.

As menticned in paragraph 6.119 of this Report, according to Mr. Fan Kow Hin and Mr. Eric
Wong, there were values in the medical licences held by Wei Yi Entities’ clinfcs. In this
regard, the Group had continued to remit funcds to Kang Wei to support the operations of Wef
¥i Entities so that Wel ¥i Entities could maintain their medical licences.

While we note the rationale for the Group to continue to remit funds to Xang Wei to support
the operations of Wei Yi Entities was so that Wei Yi EntiGes could maintain their medical

licences, this is not in accordance with:

a. The directions set by the Directors on 5 May 2014 to terminate the 2010 Management
Service Agreements & 2014 Management Service Agreement, and exit from China;

b. The information provided to the Audit Committee on 13 May 2016 whereby it was
mentionad that “it is noted that funding to support Ching's operations has ceased with
gffect from 15 Aprit 2016™; and

¢.  The directions set by the Directors on 13 May 2016 to “siop funding Ching operations™,
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6.141

Motwithstanding the aforesaid, from our review of the subsequent minutes of the Directors’
Mestings and the Audit Committee Meeting held in June 2016, July 2016, August 2016 and
Novermnber 2016 (i.e. after 13 May 2016} as well as the Company's announcement dated 24

Febreary 2017, we note as follows:

At the Audit Committee Meeting held on 30 June 2016, it was mentioned, amongst

others, that Mr. Chew Khong Yuen, the former Financial Controller of the Company,
“briefed [the Audit Committee] the overview cash flow forecast for each individual
month from June to December 2016 and throughout the briefing, discussion ensued
and questions raised by the members of the Audit Commitiee were answered by Mr.
Chew Khong Yuen and one of the main assumptions in the cash flow forecast was

“remittance of §5270k per month for China operations™;

i

il

ifi.

AL the Directors’ Meeting held on 7 July 2016, it was mentioned, amongst others, that:

“IMr. Pee Tong Lim] raised his concern that it was not suitable for [the Company]
to continue providing funds to finance the China operations as the Singapore
operations have not been genercting sufficient funds for [the Greup] in
Singapore. In addition, [PwC has] olready informed [the Board] that every sum
of money remitted by [the Group] to fund the China operations will need fo be
written off. fMr. Eric Wong] responded that he shared [Mr. Pee Tong Lim’s]
concerns, but asked to give fMs. Veronica Chan] some time to make her

proposals regarding the Ching operotions;

Briefly, [Ms. Yeronica Chan} explained to {the Board] that although some of the
medical outlets in China were not profitable, there were ways to recover some
value from such outlets, including the sale of these outlets fo third parties as
they are fitted medical premises and Rave the licence to operate a medical
clinic, plus there is some brand volue in these medical clinics, In addition, some
ctinjes in China were close to turning profitable and would need slightly more
time. Further, thne was also needed to implement the sale initiatives, and that
the sudden closure of the Ching operations due to lack of funding can result in

a total loss situation;

[The Board] was open to receive suitable proposals by the Monagement for the

China operafions”;
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6.142

6.143

c. At the Directors’ Meeting held on 12 August 2016, it was mentioned that “the
management will present a full report and recommendation to [the Board] in refation

to its operations in Ching in Ehe next meeting”;

d. At the Directors’ meeting held on 14 November 2016, it was mentioned that “the
management will present a full repert and recommendation fo {the Board] in relation
tp exit of fthe Group] from its operations in Ching fn the next mesting™;

e, The unaudited financial statements and dividends announcement of the Group for the
financial year ended 31 December 2016 was approved by the Board and announced on
24 February 2017, At paragraph 8 of the unaudited financial statements and dividends
anncuncement of the Group for the financial year ended 31 December 2016 dated 24
February 2017, it was mentioned, amongst others, that "[The Group’s] continued
funding to [Wei Yi Entities} has been largely driven by fthe Group's] intent fo expand
into the China market and to facilitate the continued operations of the medical
centers In China in order to preserve the value of relevani licenses”.

In this regard, it appears to us that the Beard was aware that the Group had continued to
remit funds to Kang Wei (o support the operations of Wei Yi Entities after 13 May 2016.

Mevertheless, we have not sighted the report regarding the management’s recommendation
on the Group's operations in China to the Board.

{This space has been intentionally left blank.)
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