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China Aging Population Trend, 2019-2030E

* With the implementation of the ‘One Child Policy’ and increasing life expectancy, China has entered an aging society. From 2019
to 2024, the population is aging rapidly in China with people aged above 65 growing at a CAGR of 4.6%. According to the National
Bureau of Statistics of China (NBSC), the number of individuals aged above 65 years old is estimated to be RMB220.2 million in
2024. The number of individuals aged above 65 years old is growing at a fairly fast pace and is expected to continue the growth in
the future. This number is expected to reach RMB271.4 million by 2030, representing a CAGR of 3.5% from 2024 to 2030.

China Aging Population Trend, 2019-2030E

Period CAGR
2019-2024 4.6%
2024-2030E 3.5%
Unit: Million RMB 19.4% 20.1%

18.6%

216.8 220.2

2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E
= Population Aged 65+ yrs —8— % of Total Populations

Source: NBSC, Frost & Sullivan Analysis
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China Healthcare Expenditure, 2017-2030E

» The total healthcare expenditure of China has experienced steady growth. From 2017 to 2023, the total healthcare expenditure of China
has increased from RMB 5,259.8 billion to RMB 9,095.7 billion, representing a CAGR of 9.6%. Furthermore, the rapid increase in China's

healthcare expenditures will continue in the near future. The total healthcare expenditure of China is forecasted to reach RMB 14,542.8
billion by 2030, which represents a CAGR of 6.9% from 2023 to 2030.

China Healthcare Expenditure, 2017-2030E

Period CAGR
2017-2023 9.6%
2023-2030E 6.9%
14,542.8
Billion RMB 13,722.6

12,921.9
12,138.5
11,356.9
10,584.5
9.095.7 9,827.6
8,632.7 AR
72175 7,684.5
59122 6,584.1
5,259.8 A

2017 2018 2019 2020 2021 2022 2023 2024E  2025E  2026E  2027E  2028E  2029E  2030E

Source: World Bank, Frost & Sullivan Analysis
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Healthcare Expenditure Per Capita in China, 2017-2030E

* The per capita healthcare expenditure in China has grown rapidly in recent years.
» According to information from the National Bureau of Statistics and EIU, from 2017 to 2023, the per capita healthcare expenditure has
grown from RMB 3,756.7 to RMB 6,452.3, representing a CAGR of 9.4% in this period. The per capita healthcare expenditure is
expected to reach 10,512.6 in 2030, representing a CAGR of 7.2% from 2023 to 2030.

Healthcare Expenditure Per Capita, 2017-2030E

Period CAGR
2017-2023 9.4%
2023-2030E 7.2%
10,512.6
9.982.4 9,888.3
RMB 8,694.2 o
8,113.0
7,542.6
6.452.3 6,986.8
5.440.0 6,044.1 PN
490067 46693 51123
| I ‘ I I I
2017 2018 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Source: NBSC, Frost & Sullivan Analysis
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Overview of China Hierarchical Medical System

» China's medical system mainly comprises three players: hospitals, primary medical institutions and professional public healthcare institutions.
Hospitals and primary medical institutions are the providers of disease diagnosis and treatment whereas professional public healthcare
institutions focus on disease prevention and public health supervision.

» China’s hospitals are classified into tertiary, secondary, primary and unrated hospitals. Tertiary hospitals are the most premium hospital class
with the most abundant and professional medical resource. Most of county hospitals are secondary or primary hospitals, serving rural residents.

» Two-way referral system is introduced to the medical system to improve the efficiency of medical service by integrating the medical resource.

Two-way Referral System

Value of two-way referral system

» Two-way referrals system allocates the
China’s medical resource in a more efficient
manner.

«  Community medical institutions are
responsible for common minor diseases.
+ Difficult ad serious diseases, exacerbations
or complex changes of existing diseases
O3 would be transfer to large hospitals.

) e  The patients would be transferred back to

upward referral downward referral community medical institution for

Hc:,s_s_lttal (common) o (rare) rehabilitation when the condition of the
'St LR [ patient becomes stable.

%{’ Primary Medical System

Secondary Hospital

County Hospital

B

i > Two-way referral system can alleviate the

| shortage of medical resources in large
Urbanization i hospitals, improve the utilization rate of
! community medica resource, and ultimately
: help solve the issues of the difficulty and

expensiveness of medical treatment.

Source: Frost & Sullivan Analysis
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Overview of Healthcare Reform in China-l

* In early 2009, the China Central Communist Party along with the China State Council announced a comprehensive
healthcare reform initiative through a program titled “Opinions on Deepening Pharmaceutical and Healthcare System
Reform” R FFRMEZA BPEARFIXERIENM). The plan primarily targets four fundamental healthcare systems in China.

Public Health Services System ublic Medical Insurance Syste Public Health Delivery System Drug Supply System

This system focuses on
preventing disease and
promoting health. The public
health services system will
provide services such as
immunizations, regular
physical check-ups (for
senior citizens over 65 years
old and children under three
years old), pre-natal and
post-natal check-ups for
women, prevention of
infectious or chronic
diseases and other
preventative and fitness
programs.

Source: Government Notice, Frost & Sullivan Analysis

This system covers drugs
and medical treatments for

the majority of the population.

The healthcare reform plan
will retain the framework of
the current public medical
insurance schemes under
the national program, but will
be expanded to cover more
of the population and
increase the scope of
treatments, raise the cap on
claim payments and cover
more claims at higher
percentages.

One of the primary goals of
the plan is to build more
healthcare facilities and to
improve the training of
healthcare professionals.
Beyond additional public
wellness centers, the reform
plan aims to place a medical
clinic in every village and a
hospital in every prefecture
by 2011.

Healthcare Reform

FROST ¢
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This system regulates pricing
and how drugs will be
procured, prescribed and
dispensed at healthcare
facilities. The healthcare
reform plan will focus on
pricing, procurement,
prescription and dispensing
of essential drugs.




Overview of Healthcare Reform in China-ll

The ultimate goal of healthcare reform: everyone can have access to and afford basic healthcare services

The 13t Five-year Plan

In December 2016, the 13th five-year plan
for medical development was released,
proposing a new round of healthcare
reform plan:

» Further improve the medical system, including
primary-level medical and health services,
hierarchical diagnosis and treatment, medical
quality and safety management, and vigorously
develop nongovernmental hospitals.

» Establish a primary universal medical insurance
system, accelerate the development of commercial
health insurance, promote payment system reform,
and improve the drug supply security system.

» Reform the pharmaceutical system, encourage the
innovation of drugs and medical devices,
accelerate the evaluation of the consistency of the
quality and efficacy of generic drugs, implement
the ‘two-invoice’ reform of drug procurement, and
improve the drug price negotiation mechanism.

> Strengthen maternal and child health care and
birth services, develop elderly health services,
promote the health of targeted populations such as
the poor, and improve family planning policies.

Medium- and Long-term Goals by 2020

In the long run, healthcare reform will
concentrate on public hospitals, which is a
core part of the medical system. The reform
will solve current problems by improving
the medical insurance system:

» Provide all citizens with 100% public health care by
2020.

» Improve the efficiency of public hospitals by using
effective management methods and advanced
technologies.

» Increase the supply of medical services by expanding
the size of the hospital.

» Avoid waste by optimizing medical insurance structure
and improving medical insurance efficiency.

—”
—-—

- "

Healthy China 2030 Planning Outline

The State Council issued the outline of
Healthy China 2030 Planning on Oct 2016:

By 2030, the system for promoting universal health will
be better, the development of the health field will be
more coordinated, the healthy lifestyle will be
popularized, the quality of health services and the /
level of health protection will continue to improve, #e
health industry will prosper and develop, the heafith
equity will be basically achieved, and the ma#fi health
indicators entered the ranks of high-in}o#fe countries.

The outline establishes the mai) imBicators of healthy
China 2030 planning: _ -~

> People's health ontinues to improve.

> Main‘h‘eaﬁh risk factors are effectively controlled.
2 >’ Health service capacity will be greatly improved.

» Significant expansion of the health industry.

» Improve the health system.

2016

2018

2020

Source: Government Notice, Frost & Sullivan Analysis
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China Healthcare and Wellness Market, 2019-2030E

» China healthcare and wellness market encompasses two main segments: (i) the healthcare and wellness services industry, which
includes services related to health maintenance, recovery, and promotion, and (ii) the healthcare product industry, which involves
sales in retail pharmacy, hospital, primary medical institution. It has experienced steady growth. In 2024, the market size reached
RMB12,023.2 billion. The market size is expected to rise to RMB19,647.8 billion by 2030 with a CAGR of 8.5% from 2024 to 2030.

China Healthcare and Wellness Market, 2019-2030E

Time period CAGR

2019-2024 7.9%

2024-2030E 8.5%
it: Billion RMB

Unit: Billion 19.647.8
18,217.3
16,843.2
15,5632.5
14,284.6
13,119.6
12,023.2
9.7776 10,998.5
9,486.8 ) .
8,232.6 8,450.9

2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Source: MOFCOM, Annual reports, Public information, Frost & Sullivan Analygi;

FROST SULLIVAN 9



Future Trends of China Healthcare and Wellness Market

Digital Connection

between Online and
Offline

Digital Interconnection

between Healthcare
Institutions

Source: Frost & Sullivan Analysis

With the continuous promotion and development of Internet medical care, corresponding
solutions have become more intelligent and convenient. Specifically, from the perspective of
medical service providers, digital solutions can integrate and connect personal health data,
which can not only provide more accurate services on the medical side, but also help medical
service providers better understand their own operations. It is conducive to the reorganization
and optimal utilization of medical resources and simplifies management difficulties; from the
patient side, online appointment registration, drug procurement, and follow-up visits will greatly
reduce the time and cost required for medical treatment and help simplify the time when patients
seek medical services. eliminate cumbersome procedures while optimizing and improving the
patient’s medical experience. Overall, the interconnection of online and offline medical services
has improved the overall efficiency of the medical system and improved the accessibility of
medical resources. Therefore, the trend of online and offline medical digital connections will
continue to promote the continued development of medical digital solutions in the future.

As more and more stakeholders participate in the digital health process, the need for
collaboration and data connectivity among different stakeholders has become more common and
important in the digital health industry. Digital interconnection opens up medical information
sharing and mutual transfer channels to form a medical service network that can help the
implementation of hierarchical diagnosis and improve the convenience of chronic disease
management for patients. In addition, it also provides a technical foundation for telemedicine.
Through digital interconnection, connections between medical institutions at different levels can
be realized to form a regional cooperative medical service network. Therefore, the increasing
demand for digital interconnection between medical institutions will enable the further
development of digital healthcare solutions.

FROST ¢& SULLIVAN 10




Future Trends of China Healthcare and Wellness Market

+ Digital sales mainly consists of digital distribution and digital retail. From the perspective of
distribution, the use of online distribution platforms will make the overall distribution and
procurement more convenient and efficient, simplifying the complexity of product sales and
purchases. At the same time, online digital resources will be easier to integrate, facilitating price
adjustment and control, which can effectively help relevant companies improve their capabilities

Digital Sales of Medical in supply chain. From the perspective of retail, prescription outflow has restructured the drug

Products purchase value chain and consumer drug purchase channels. Since it allows insured patients to
obtain medicines in a variety of flexible ways, more of the share of prescription drugs will flow to
offline retail pharmacies and online retail pharmacies. Online retail pharmacies can provide more
services, and an increasing number of consumers prefer online sales that are more efficient and
faster. This trend will gradually shift the sales share from offline to online, therefore, the
importance of digital healthcare solutions in drug sales will continue to increase.

Source: Frost & Sullivan Analysis
FROST ¢ SULLIVAN 11



Overview of Medical Service and Consumer Healthcare Service

« The general healthcare services include healthcare services and consumer healthcare services.

+ Healthcare services refer to the services provided by medical service institution for examination, diagnosis, treatment, rehabilitation as
well as the provision of drugs and medical equipment related to these services. Consumer healthcare services are closely related to
healthy life, focusing on establish healthy life-style, elderly healthcare services, health consultation, improving health protection, etc.

% Healthcare Services Consumer Healthcare (| Q.?
Services

» Healthcare services means medical and health |
care services provided to a Person, including,
but not limited to physician services, hospital

I + Consumer healthcare services generally refer
1 1
1 1
I services, skilled nursing facility services, I
[ 1
I 1
1 1

|

| to non-public funded, non-therapeutic, market-
| oriented healthcare projects that payers select
| themselves. In order to maintain and promote
|
|
|

rehabilitation services, home health care
services, residential and medicine or
healthcare equipment.

%’@ * Adjuvant examination
» Group consultation & diagnosis

body health and even meet aesthetic demands,
consumer healthcare services is not aimed at
patients, but consumers.

* Physical examination &f

it

* Nursing during entire process + Daily healthcare supplement

Source: Frost & Sullivan Analysis
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Value Chain of General Healthcare Service Market

Supervisor Supporting Systems
Healthcare Healthcare

Specialists Institutions E %
HEH LT \,
* Government entities * Give support throughout

. : : that supervises and the flow of healthcare
Diagnosis of * Platform where : ensures legitimacy services, such as
patients healthcare providers : of the healthcare payment platform,
Provide medical communicate with ; service system logistics, software, etc

care and services patients

Patients/Users

Manufacturer Distributor & Retailer

B - N -

ove Lt

* Research &  Distribution of drug or Pecl)ptle rzctelvmg or ’ Ent(ljt_y ﬂ;at ekl
: Development medical device registere g. I hme I;ﬁa or :

: * Manufacturing  Drug/medical device : receive medica ealincare setvice
retail treatment

Source: Frost & Sullivan Analysis
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China Healthcare Service System
Overview

» At present, China’s healthcare providers consist of hospitals, primary healthcare institutions, and other healthcare institutions, among which
hospitals play the most important role.

» There were 38,355 hospitals in China by the end of 2023. With regards to the ownership, China’s hospitals are mainly categorized as public
hospitals and private hospitals. With regards to the specialization, China’s hospitals consist of general hospitals, specialized hospitals, TCM
hospitals, and other hospitals. With regards to the tier of hospitals, China’s hospitals are categorized as Class | hospitals, Class Il hospitals and
Class lll hospitals. Each tier has three levels — A, B and C, for example, Grade A Primary hospital, Grade B Primary hospital. Class and levels
are evaluated according to the hospital’s size, technique level, medical equipment, management level, service quality and etc.

+ There were 1016,238 primary healthcare institutions in China by the end of 2023, including community health centers/stations, rural health
centers, village clinics and others.

Chinese Healthcare Service System, 2023

Primary Healthcare Institutions Hospitals Other Healthcare Institutions
(1016,238) (38,355) (16,192)

Community Health Rural Health Center of I
eSS Centers Public Hospitals Private Hospitals Disease Control &Children Care
(LR BARRSS M ik) (ZEPER) (11,772) (26,583) (3,426) Institutions
(37,177) (33,753) ' (3,063)

Preventive
Institutions Others
Of Special Disease (8,880)
(823)

Village Clinics Others Class I Class Il Class | Unrated

MNIBE=E)
(581,964)

Hospitals | Hospitals | Hospitals | Hospitals

(363,344) (3,855) (11,946) | (13,252) (9,302)

Source: NHFPC, Frost & Sullivan Analysis
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Chinese Healthcare Service System

Recent Developments, 2017-2023

number of hospitals growing at a higher rate.

* The total number of hospitals in each tier and the total number of primary healthcare institution have both been growing, with the

Total Number of Class | Hospitals, 2017-2023

/

5.7%

12,25212,64912,81513,252
9,484 10,32310,838

2017 2018 2019 2020 2021 2022 2023

Total Number of Class Ill Hospitals, 2017-2023

/

9.0%

3,855
3,523
2,996 3,275

2,303 2,460 2,593

2017 2018 2019 2020 2021

2022 2023

Source: NHFPC, Frost & Sullivan Analysis
FROST ¢

Total Number of Class Il Hospitals, 2017-2023

/

6.5%

10,40410,84811,14511,946
8,203 8,714 9,115

2017 2018 2019 2020 2021 2022 2023

Total Number of Primary Healthcare Institutions, 2017-2023

/

1.4%

1,016,238

970,036 977,790979,768

933,992 946,490 946,224

2017 2018 2019 2020 2021

2022 2023
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Total Healthcare Institution Visits in China, 2017-2023

Total healthcare institution visits include outpatient visits, emergency visits, physical check-ups, immunization visits and health management, etc.
In China, the total healthcare institution visits has reached 8.2 billion in 2017 and increase to 9.6 billion in 2023.
Due to COVID-19, the increasing concern about nosocomial infection and complicated hospital visit procedures adversely affected the total

healthcare institution visits in China. Consequently, the total healthcare institution visits dropped to 7.7 billion by 2020 and partially recovered to
8.4 billion in 2022 and 9.6 billion in 2023.

Total Healthcare Institution! Visits in China, 2017-2023

Billion
8.7
8.2 8.3 55
J I I | I
2017 2018 2019 2020 2021 2022 2023

Note 1: healthcare institutions includes hospitals, primary healthcare institutions and other healthcare institutions

Source: Frost & Sullivan Analysis
FROST ¢& SULLIVAN 16




Updated

China Healthcare and Wellness Service Market, 2019-2030E

» China healthcare and wellness service market is an important part of China healthcare and wellness market, it includes the
services provided by medical institutions to patients, including examination, diagnosis, treatment, rehabilitation, preventive
healthcare etc.. In 2024, the market size reached RMB7,114.7 billion. The market size is expected to rise to RMB10,688.0 billion
by 2030 with a CAGR of 7.0% from 2024 to 2030.

China Healthcare and Wellness Service Market, 2019-2030E

Time period CAGR
2019-2024 8.9%
2024-2030E 7.0%
10,688.0
9.521 1 10,109.5
Unit: Billion RMB 8.925.4 ,521.
8,325.3
7,723.9
7,114.7
6,451.7
5,482.4 5,640.2
46441  4869.0
2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Note: 2022&2023 are estimated as the yearbook is unpublished officially.

Source: MOFCOM, Annual reports, Public information, Frost & Sullivan Analygi;
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Pain Points of China Healthcare Market

+ China has undergone concerted development over the last two decades to improve healthcare system through national
reimbursement reform, infrastructure investments and market expansion of private hospitals and commercial insurances.
Despite health sector expansion, major health disparities and systemic issues still exists.

\ ¢ Patient number in China is rising, incidents of many diseases are increasing rapidly. This has caused
. Great healthcare demand great difficulties for patients to get medical services.
Patients e — — — — — ——— ——
Poor patient experience ¢ Treatment outcomes of many diseases remained dissatisfied. Also there’re no further follow-ups or any

instructions after patient visit.

¢ As most doctor resources concentrating in big hospitals, there’s a great shortage of doctor resources

Imbalanced distribution especially in remote areas. Meanwhile, patients flood into big hospitals, increasing doctor’s workload.
Doctors = (v ——————"————"———
Low diagnosis efficiency ¢ Traditional diagnosis process is complicated. Doctors need to analyze large number of patient medical
records and medical test results for accurate diagnosis.
& With the increase of patient number, the demand of screening, medical instruments and
. Limited medical resources facilities has brought great pressure to hospitals, overloading the urban medical system.
Hospitals 22 o
Medical record management ¢ The widely used paper medical records couldn’t accurately reflect patient disease status.
Hospitals are using different data record systems, record mistakes and missing are also
unavoidable.

¢ Life science companies need to finish thousands of experiments, and prove effectiveness and
Long R&D cycle safety in clinical trials. The whole R&D cycle is extremely long and expensive.

Inefficient marketing methods ¢ Many life science companies are lack of market research, unfamiliar with latest trends. The
traditional marketing methods are of less control of the marketing channels and are also less
efficient.

Life Science
Companies

¢ There’s a fierce competition among the homogeneous commercial insurances, lacking of product variety.

(5)
Insurance = Homogeneous products The commercial insurance coverage is mostly limited in healthy populations.
Com panies Low insurance profitability « There’s low connection between insurance companies and hospitals, it's difficult to control cost. The
insurance auditing is mostly based on experience, the loss risk caused by auditing mistake is high.

Source: Frost & Sullivan Analysis
FROST ¢& SULLIVAN 18
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Pain Points of China Healthcare Service System
Hospitals’ Demands for Diversification of Revenue Stream

» Even though average revenue in China public hospitals has been experiencing gradual growth year by year, when breakdown by
source, it shows that public hospital revenue highly rely on sales of drugs.
* In 2023, in public hospitals, the proportion of drug sales accounted for 38.1% in outpatient and 22.3% in inpatient. In both cases,
drug sales is the largest contributor of hospital revenue. However, the volume-based procurement and zero-markup policies on
drugs have reduced the profitability of pharmaceutical sales, imposing considerable financial challenges to public hospitals. To
reduce the reliance on drug sales and enhance profitability, it is imperative for Chinese public hospitals to adjust their revenue
structure by diversifying the revenue source. This can be achieved by exploring new revenue sources, such as online diagnosis
and boosting the contribution of service provisions to their overall revenue.

Breakdown of Outpatient Revenue in
Public Hospitals, 2022

Others
24 1%

Medication

38.4%
Healthcare
material
3.3%
Treatment
Surgery 12.2%
2.7%

Examination
19.3%

Source: Frost & Sullivan Analysis
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Breakdown of Inpatient Revenue in
Public Hospitals, 2022

Others Medication
21.9% 23.9%
Surgery
8.4%
Healthcare
Examination material
10.6% 20.3%

Treatment

14.8%

LLIVAN
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Inversion of Medical Resources and Demands

+ China’s medical resources are concentrated in large Class Il hospitals and patients also preferentially seek healthcare
services in big hospitals whether they have a cancer or a cold, which leads to the severe inversion of medical resource
and diagnosis demands.

* There were only 10.1% (3,855) Class Il hospitals out of 38,355 hospitals in China in 2023.

Severe Inversion of Medical Resource and Diagnosis Demand, 2023

3,855 (10.1%) 2.63 billion (61.7%)
Class Il
Class Il 11,946 (31.1%) 1.22 billion (28.6%)
Class | 13,252 (34.6%) 0.25 billion
(5.9%)
Unrated s
q 0.16 billion
9,302 (24.3%) (3.8%)
# of Hospitals # of Outpatient Visits

Source: NHC, Frost & Sullivan Analysis
FROST ¢& SULLIVAN 20
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Pain Points of China Healthcare Service System - Supplier
Uneven Distribution of Medical Resources by Hospital Class

total number of certified (assistant) doctors.

+ The total number of healthcare personals (certified (assistant) doctors and registered nurses) in class Ill hospitals is much higher than
that in class Il hospitals and class | hospitals. For hospitals at the same level, the total number of registered nurses is higher than the

Number of Certified (Assistant) Doctors by Hospital
Class, 2018-2023

Class 2018-2023 CAGR
Total Hospital 4.9%
Class Il 8.9%
Class Il 1.2%
Class | 2.7%
Ungraded -3.2%

Thousand 23068 24699 26029
2,053.5 2,174.3

2,282.6
Class Il
Class Il
~Class |

— 164.3 — 169.5— 179.9 — 180.6 — 177.8 — 187.3 —
2018 2019 2020 2021 2022 2023

Source: NHC, Frost & Sullivan Analysis
FROST ¢

Number of Registered Nurse by Hospital Class,

2018-2023
Class 2018-2023 CAGR
Total Hospital 5.3%
Class I 8.4%
Class Il 2.2%
Class | 4.9%
Ungraded -1.5%
Thousand 3,711.8 39155
32380 3.388.4 3586.7

3,020.8

1460.6

_ 1909 __206.3 2195 __

2018 2019 2020

SULLIVAN

i i |

Class Il

Class Il

Class |
2259 2271 __ 24277

2021 2022 2023
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Pain Points of China Information Digitization Market

g Vertical Information Spreading Problem

il nE
L =——

Provincial Institution

Municipal Institution

MoJ} uonewJoju| dn-wopog

» Lack of top-level design and targeted regulations
leaves data unstandardized, which makes inter
provincial information sharing difficult and reduce
efficiency.

» Repeated construction exists among institutions at
different levels, which greatly reduces the effectiveness
of information transmission.

indicates that data from all provincial and municipal
institutions can be uploaded to the information center of
the National Health Commission, but the data integrated
by the platform cannot be transferred back to
subordinate agencies for application.

g Horizontal Information Sharing Problem

Healthcare Institution, Medical Insurance Institution, etc.

> Low compatibility among systems of different

agencies including healthcare institutions and medical
insurance institutions makes information unshared.

Source: Frost & Sullivan Analysis
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Digital Health to Solve Current Industry Pain Points

-------------------------------------------------------------------------

<Z) Improve medical resource allocation ’

Online medical platforms can effectively
integrate resources and break time and
geographical restrictions. On the
platform, doctors can use debris time for
consultation and follow-up, increasing
the supply of medical resources. The
platform can match supply and demand,
so that patients in remote areas can also
enjoy high-quality medical services.

-------------------------------------------------------------------------

) .
= Save costs for insurance fund
- M ,

The Internet platform can accumulate and

store information, such as health data,
diagnosis and treatment data etc.
Integrating data and leveraging artificial
intelligence can provide support for cost
containment for medical expense and
insurance fund.

.........................................................................

Source: Frost & Sullivan Analysis
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Online medical platforms can realize the
transfer of some offline services to online,
such as time-consuming and laborious
projects such as appointment registration,
result check, payment, etc. In the hospital,
patients only need to complete the diagnosis
and treatment process, which shortens the
time for medical treatment and improves the
medical experience.

@Weaken the information asymmetry

Information barriers often exist between
patients and doctors, and diagnosis and
treatment are often based on patient's
preliminary knowledge and previous
experience, which may lead to
misdiagnosis. Through the online platform,
patients can seek experts in different
fields for comparative consultation and
consultation according to their own needs.

23



History of Digital Health Development

@ Stage 1: Information Digitization (1990s — now)

» Starting from around 1990, medical institutions started large-scale development of utilizing digital methods to
collect, store, process, extract and exchange information for patient diagnosis and management and
administration.

+ Information digitization has generally experienced 3 phases: stand-alone/single-user application phase,
department-level and whole hospital-level system application phase, and inter-hospital and regional system
application phase, gradually breaking information isolated islands between hospitals, realizing the
interconnection of various data and greatly promoting the operation efficiency.

Stage 2: Internet Healthcare (2000s — now)

» The Internet healthcare stage, is a preliminary attempt to resolve the imbalance between limited medical resources
and increasing medical needs. It can be further divided into the earlier stage and the later stage.

» Since 2000, companies have tried to use the Internet as a carrier, mainly providing basic medical services, such as
appointments, consultations, and e-commerce. Due to the limitations of regulations and low acceptance levels, at
this time, medical treatment and prescription drug services are remained untouched.

* In 2015, the State Council issued the "Guiding Opinions on Actively Promoting Internet + Actions", marking the
formal establishment and implementation of Internet diagnosis and treatment. In the same year, the first Internet
hospital was established in Wuzhen and the first electronic prescription was issued. Internet hospitals have broken
the geographical limitations. However, treatment is still emphasized rather than comprehensive health management.

Stage 3: Digital Health Platform (2018 — now)

» The National Health and Wellness Conference has established the strategy to give priority
to the development of people ’s health. With the continuous advancement of digital
technologies, the digital health platform has been built. Also, due to the pandemic, access
to basic medical insurance of online diagnosis and treatment is realized and participants
in the field of digital health have established closer links and deeper symbiotic
relationships. Full health coverage and comprehensive closed loop services will become
the main goal of the digital health platform.

Source: Frost & Sullivan Analysis
FROST ¢ SULLIVAN 24



Milestones in the Development of Digital Health Policies

Insurance

Bl T

-

Healthcare

Source: Frost & Sullivan Analysis

1997.07
Regulations for the management
of software evaluation of HIS
(PERERERERRFRET

HEENE (#447) )
Strengthening the integrated
management of HIS

2017.06
Guidance on further deepening
the reform of basic medical
insurance payment
(RTFH—DRMERET RIS
AR ERESEL)
Starting to carry out payment
based on DRGs in pilot
regions

2014.08
Opinions of the National Health
and Family Planning Commission
on promoting telemedicine
services in medical institutions
(ERPETEZRTHEHETHL
T2 ETT IRSSHIEIL)
Promoting telemedicine
platform to all regions

FROST ¢

2009.03
Opinions on deepening the
healthcare system reform
(pHPRESBRATRMCELSE
EARHIRENELY

Driving hospital information
construction with a focus on
electronic medical record

2019.09
Guidance on improving policy for
“Internet + medical” service price
and medical insurance payment
(KXTF7xE "BENETRSMN
BINERSIBERAYIESEL)
Issuing equal payment policy
for online and offline projects

2016.10
The Plan for a Healthy China
2030

(2 EErRE2030MKINE)
Incorporating healthcare
industry into national strategies
for the first time, promoting
“Internet + healthcare”
development mode

SULLIVAN

2019.11
Programme of work for pilot
construction of Regional Medical
Center
(RIFETPOERARTIESZ)
Starting to form online
professional alliances centered
on regional medical services

2020.02
Notice on the comprehensive
promotion and application of
medical insurance electronic
voucher
(RKTFeE#E NAERBTFEIE
A9
Promoting medical insurance
electronic voucher nationwide

2020.02
Notice on strengthening
information construction to
support the control of coronavirus
(CRTFINRE B SHE R ESINE
BRSBTS B E T ERIIER)
*  Applying information
technology to support the
prevention

25



Digital Health Maintenance Platform

+ Digital health maintenance platform unites institutions to provide all-round health services for people with digital platform.

Bl Stages of Medical W
Reform

Stage1
Profit-driven
Medical services aim to
maximize profit

|

Stage 2
Treatment-oriented
Medial institutions focus
on rescuing lives and

curing diseases

!

Stage 3
Precaution-based
Putting prevention first

while integrating
prevention and
treatment at the same
time

B Regional Health Service |
Community

Ll Digital Application Platform g

.7

.- Online DR
-7 Diagnosis and
-7 Treatment
Medical Insurance onli
Payment n ||.1e
<. Hospital

R @@ Vas

Online

Pharmaceutical

Online Management
* Promote the .

construction of primary- e
level healthcare
432

information systems
» Promote the integration .
of medical resources

Online Service

Provide diversified
medical care services
Bring family physicians
into full play

~
—

o B3

Online
Prescription

Online Physical Checkup

Promote primary-level
physical examination
and higher-level
diagnosis

Promote the
intercommunication of
diagnostic results

Online Pharmacy

Improve drug
availability to meet
the diversified needs
of patients with
chronic diseases

Source: Frost & Sullivan Analysis
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Favorable Policies/ Regulations(1/6)

Healthcare Service Market

Release Issuing
Date Authority

Guiding Opinions of the General Office of the
State Council on Promoting and Regulating
the Application and Development of Big Data
in Health and Medical Care,
((%B%d}ﬁﬁ?&?ﬁi&%ﬂ%ﬂ?’é@&‘é@ﬁki&
o

Jun, 2016  State Council

FENRAARIESE

Oct, 2016 State Council

Standards and Specifications on National
April, 2018 NHC Hospital Informatization Construction (Trial)

(2EEREEHERIRIVESHE (14T) )

Opinions of the General Office of the State
Council on Promoting the Development of

)

“Healthy China 2030“ Blueprint
("fEEERE2030" MIXINE)

April, 2018 State Council "Internet + Health Care"

(KT "BERM+ETRE KRIES

TRUAL)

Source: Government websites, Frost & Sullivan Analysis

FROST ¢

Comments

Standardize and promote the integration, sharing and open
application of healthcare big data.

Promote the interconnection and fusion of governmental
healthcare information systems and public healthcare data, and
actively create a development environment that promotes the
safety and standardization of healthcare big data.

Emphasize the construction of a health informatization service
system, especially promoting the application of healthcare big
data.

Strengthen the construction of regulations and standard systems
related to healthcare big data, focus on content security ,data
security, technical security, and strengthen privacy protection.

The standards give out specific requirements on informatization
construction of Class Il and certain Class Il hospitals, covering
clinical service and hospital management

Such a policy promotes the digitalization and standardization of
hospital information system, which is beneficial for the system
effectiveness

The opinions promote the integrated development of the Internet
and medical health services, accelerate the sharing of medical and
health information

The opinions is expected to improve the "Internet + Health Care"
standardized system and strengthen industry supervision and
information security
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Favorable Policies/ Regulations(2/6)
Healthcare Service Market

Release Issuing Comments
Date Authority

Regulations on Management of Internet The regulations give out detailed requirement on market access,
Hospitals, { BBt/ EREIR) practice discipline, and supervision of Internet hospitals, online
Jul. 2018 NHC, Administrative Measures on Online Healthcare medical services as well as remote healthcare service
’ NATCM Service, { BEAMETEIENE) « Itis expected that digital healthcare service will be more
Administrative Standards on Remote standardized, promoting a more effective, high quality and secure
Healthcare Service, { ITiEETIRESEIENGTE) online healthcare service environment
* The policy emphasizes on establishing a tiered system of
Notice on Further Improving the Key Work diagnosis and treatment, which promotes reasonable allocation of
Aug, 2018 NHC, Related to the Hierarchical Diagnosis and medical resource and development of primary healthcare service.
’ NATCM Treatment System Construction, {(xFH#H— + Such a tiered system of diagnosis and treatment highly relies on
WF oIy slEEIRE e = T{EREE0) digital healthcare service, which will alleviate the pressure of the

offline healthcare system

» The policy aims to establish and improve the electronic medical
record system and promote a wider coverage of such system. It
also set specific goal for class Il hospital to realize full coverage
by the end of 2020.
A priority is given to certain medical functions such as outpatient,
pharmacy, nursing, etc. in establishing the electronic medical
record system.

Guiding Opinions on Improving the Policies of + The price of ‘Internet+ medical services is similar to the price of

Notice on Further Promoting the Informatization
of Medical Institutions with Electronic Medical
Records as the Core, {ZFH—EHEHLIEBEF
BRI ONETTEERAEIR TERERD)

Aug, 2018 NHC

Aug. 2019 NHSA “Internet+" Medical Service Prices and Health items in the offline payment under the unified management.
ug; Insurance Payment, (xF 5= "BEMW+'EfT Medical insurance payment related policies will be equally applied
RS MBI ER S TBERRYE ?%-‘ YY) to online and offline projects.

Technical Specifications on National Healthcare
Security DRGs Grouping and Payment, {E2z< + The technical specification outlines the standards for DRG basic

Er{REDRG SHS(FEISAISE) principle, range of application, definition of terminology, grouping
Oct, 2019 NMPA Grouping Scheme for China Healthcare tactics and rate-determining methods.

Security Diagnosis Related Groups, (CHS- » The grouping scheme includes 26 major diagnosis category and

DRG) , (EzxEfr{#EDRG (CHS-DRG) 4¢H 376 adjacent diagnosis related groups.

VaEY)

Source: Government websites, Frost & Sullivan Analysis
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Favorable Policies/ Regulations(3/6)
Healthcare Service Market

Release Issuing
. Comments
Date Authority

Implementation Plan for Promoting the » Develop to further implement the digital economy strategy,
Actions of “Migrating to Cloud, Using accelerate industrialization of digital technologies and digitalization
Digital Tools and Enabling Intelligence” of various industries, foster the development of new economy.

Apr, 2020 NDRC, COINT

and Fostering the Development of New » Promote the establishment of the national pilot zones for
Economy, (TR " E=PREHE" 17 innovative development of digital economy, create a new pattern
o BEHARFAESLEAER) in which new growth drivers can guide economic development.

Opinions of the General Office of the State
Council on Accelerating the Development + Actively develop Internet health and medical services, and

Sep. 2020 State Council of Emerging Consumption Driven by New vigorously promote services such as scheduled diagnosis and
P. Business Models, {EZ=TR<FLL treatment, Internet diagnosis and treatment, electronic prescription
Il ASFE S |SE B e ER IR A BE circulation, and drug online sales.
oy

+ Emphasize software is the soul of the new generation of
information technology, the foundation for the development of the
digital economy, and the key support for the construction of a
manufacturing power, a network power, and a digital China.

» Develop software and information technology service industry is of
great significance in accelerating the construction of modern
industrial system.

Emphasize the prospective layout of emerging platform software,
accelerate the cultivation of software technologies and products
with international competitiveness in the fields of cloud computing,
big data, artificial intelligence 5G, blockchain, industrial internet.

» Develop a number of technologically leading software products
and solutions in key fields such as industry, communications,
finance, healthcare, emergency, agriculture, public security,
transportation, and electricity.

“The 14th Five-year Plan” for the
Development of Software and Information
Technology Services, {“t+PR" E{4F0
SEFABRSS WA R )

Nov, 2021 MIT

Source: Government websites, Frost & Sullivan Analysis
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Favorable Policies/ Regulations(4/6)
Healthcare Service Market

Release Issuing

. Comments
Date Authority

» Accelerate the development of digital health services.
* Accelerate the improvement of databases such as electronic
health records and electronic prescriptions, and promote the co-

Notice on the State Council of Issuing the construction and sharing of medical data.
Plan for Digital Economy Development + Promote the digital and intelligent transformation of medical

Dec, 2021 State Council During “the 14th Five-Year” Period, {E5% institutions, accelerate the construction of smart hospitals, and
PRAETFEIAR "+IR" $HFEFAENL promote telemedicine. Accurately meet and meet the multi-level,
AYIEED) diversified and personalized medical and health service needs of

the masses, develop remote, customized, smarter than digital
health new formats, and improve the service level of "Internet +
medical and health".

+ Optimize the "Internet +" contracting services, fully connect
residents' electronic health files and electronic medical records,
gradually access a wider range of health data, and provide
contracted residents with health consultation, appointment

Apr, 2022 State Council Plan for the 14th Five-Year Plan, (E& referrals, chronic disease follow-up, health management and

- ” N online expanded prescriptions.
N 3 7
é]g%%ﬁli;ﬁ:lfﬂﬁ TR ERER Promote “Internet + chronic disease (diabetes, hypertension)

management" and realize online follow-up of chronic diseases,
prescription circulation, medical insurance settlement, and drug
distribution.

Notice of the General Office of the State
Council on Issuing the National Health

Source: Government websites, Frost & Sullivan Analysis
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Favorable Policies/ Regulations(5/6)
Healthcare Service Market

Release Issuing
. Comments
Date Authority

» Implement standards and specifications for medical and health
institutions digitalization. Relying on physical medical institutions to
construct Internet hospitals, provide remote monitoring and remote
treatment for key groups of contracted service population and key
follow-up patients, and promote the establishment of an integrated
online and offline medical service model covering pre-diagnosis,
diagnosis, and post-diagnosis. Support medical consortiums to use
Internet technology to conveniently carry out appointment diagnosis
and treatment, two-way referral, telemedicine and other services.

» Promote "Internet + chronic disease (diabetes, hypertension)
management" and realize online follow-up diagnosis, prescription
outflow, medical insurance settlement and drug delivery.

Notice of the General Office of the
State Council on Issuing the National

Apr, 2022 State Council Health Plan for the 14th Five-Year
Plan, (ESRDLTRTENR "+
h" EREERXIAER)

Summarize the experience of "Internet + medical health" in supporting

Nalg @l USSR Phln ol e eIt the prevention and control of COVID-19, institutionalize and normalize

Health Informatization During "the 14"

Nov, 2022 “:_I(_),C'\NADCPA, Five-Year’ Plan, (3:FE% “+IIH" it, improve t?e "Internet + medical heallvlth" sc_arvice system,_ fu_rther
2 R{R A= A BT expand the Inte_rnet + mfad|cal health. service model, optimize .
resource allocation, and improve services efficiency, reduce service
costs, and meet the people’s growing healthcare needs.
* Accelerate the medical and health service digitalization in the rural
Opinions on Deepening Reforms to area. Improve the regional health information standardization system,
Promote the Healthy Development of including promoting the sharing of personal information, electronic
Feb, 2023 State Council, the Rural Medical and medical records, and public health information.

Central Office HealthcareSystem, {FZFH—E51K Promote the development of "Internet + Healthcare”, construct remote

NERHZINET PERZEEARE medical service system in the rural area, and promote remote
R=I0) consultations, appointment referrals, online follow-ups, and remote
examinations.

Source: Government websites, Frost & Sullivan Analysis
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Favorable Policies/ Regulations(6/6)
Healthcare Service Market

Release Issuing

! Comments
Date Authority
Notice on Issuing the Key Tasks for » Launch a three-year action plan for nationwide medical
NHC, NDRC, Deepening the Reform of Healthcare information sharing and exchange among healthcare institutions.

Jul, 2023 MoF, MoHRSS, System in the Second Half of 2023, {xF Promote smart hospitals constructions and tiered evaluation work.
NHSA, NMPA  E0ARMICEZA P ARFIE2023F 0 Advance the pilot projects for “5G + Healthcare”, Al in medical
BRTHESHIERD) areas, and “Blockchain + Healthcare”.

» Promote digital applications in the medical and healthcare fields.
Accelerate the development and popularization of digital medical
applications, improve "Internet + Healthcare" service levels, and

MoFCOM, optimize services such as Internet hospitals, remote medical
NDRC, MoE, Guiding Opinions of the Ministry of service, online healthcare consultation, and health management.
MIIT, MoHRSS, Commerce and other Ministries on » Advance the construction of medical data and facilitate

Dec, 2023 MoHURD, MoT, Accelerating the Digitalization of Life information sharing. Improve the electronic health records,
MCT, NHC, Services, (FEEREE1238 ) XTFINRETF electronic prescriptions and other databases.

PBC, CBRIC, IREFFWIREERTIEE =) Optimize the diagnosis and treatment process. Promote the

NDA integration of next-generation information technology with medical
services, providing patients with full-process, personalized and
intelligent services which covering before, during and after
diagnosis.

Source: Government websites, Frost & Sullivan Analysis
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Impact of COVID-19 on Digital Health

+ During the pandemic, digital health development drives policy reconstruction, optimizes supply-side resource allocation,

and accelerates demand-side cognitive behavior cultivation.

Favorable policies for digital health have been introduced

Notice on Strengthening
Informationization to Support
the Prevention and Control of

Coronavirus

Feb

2020 Notice on “Internet +
Diagnosis and Treatment”
Consultation Service in the
Prevention and Control of

Coronavirus
Guiding Opinions on
Mar Promoting "Internet +" Medical
2020 Insurance Services in

Coronavirus Prevention

Source: NHC, Frost & Sullivan Analysis

Promote online
voluntary
consulting

Give full play to the
role of online
consultation in
prevention and
control, scientifically
organize online
diagnosis and
treatment

Internet medical
treatment is included
in medical
insurance

FROST ¢

Medical resources allocation has been optimized

e & o R Medical
Increased ~ Relieved resources
r nline ‘6§ canbe
edical ource _ allocated
ervices | Mressur‘e &\  to remote !

| .
B ol <

» The online diagnosis and treatment of the hospitals
under the administration of the National Health
Commission has increased
period last year.

over the same
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Analysis of Healthcare Product Sales Channels in China

Hospital System

Pharmacy System

Traditional Hospital Internet Hospital

-l Tertiary Hospital g Specialist

_ SpeC|aI|zed
Secondary Hospital ﬁCHC Medical
/ Private Hospital

Instltutlon

! .

_,
Jl

_,
Jl

N= -l County Hospital Reglonal
SpeC|aI|zed
l Medical
Institution
M= -l Township Hospital i
v
l Basic
SpeC|aI|zed
ﬁ Village Clinic Medical
Institution

Note: CHC=Community Health Centre; DTP=Direct To Patient

Source: Frost & Sullivan analysis

_|_

Internet Hospital
As the Second \
Name of Entity :

Medical Institution
Prescription

________________ Drug Outflow

Independent
Internet Hospital
Relying On Entity
Medical Institution
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Retail Pharmacy

DTP Pharmacy

Online Platform
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China Healthcare Product Distribution Ecosystem

+ With the government policy liberalized, numbers of pharmaceutical enterprises tend to develop online channels, which efficiently optimizes

process and allocations, as well as satisfying the increasing health demand of consumers. Typical

B2B,B2C and 020.

pharmaceutical e-commerce includes

* Relying on the inherent advantages of online platform and analysis of market feedback and user data, the pharmaceutical online sales platform
based on the Internet technology can directly connect with the upstream brand or large distributors while provide the downstream businesses and
consumers with low-cost and high-quality products. The full-process supply system can effectively improve the efficiency of the supply chain,
shorten the distance between the brand and consumers, sink the brand's professional service to consumers, and continuously tap new demands

while serving consumers well.

Online Pharmacy

Reduced distribution step

Supply

Pharmaceutical
company

——

g

——

Industry
Empowering

Wholesale and
supply chain
services

2B Distributor

Other
Retailors

Offline Distributor

)

B2C

020

Offline Retail

Personal medical services,

Shared experience Extensive user data,

preference analysis

Consumer traffic

“Last Mile Delivery” Service:
Rapid product delivery

Consumers

Extensive user data,
preference analysis

Wholesale Retail Circulation

Source: Frost & Sullivan analysis
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The Two-Invoice System

+ The two-invoice system, aiming to improve transparency in drug prices and eliminate excessive profit margins associated with
multi-tier distribution models, has important implications for pharma companies, distribution companies as well as CSOs.

Before i
- — — — » |nvoice Flow

Low ex-factory High tender > Carao Flow
pricing ({EEFF) Invoice pricing(EF) X
[————— —» Transforming [—— — — > CashFlow
| Company I
I
I v
Logistic L
Manufacturer [ > W(q_%;é%l)er distributors in »| Hospitals
¢ different levels [*

Some wholesalers act as

distributors
1st Invoice 2nd Invoice
_____ Logistic - T .
. -1 Hospitals
Manufacturer - distributors p
|
| Contract with Commission CcSO
—_——_———_——_——_——— =
Companies

Source: Frost & Sullivan Analysis
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Zero-markup Drug Policy

Policy Evolvement Execution Outcome Policy Impact for Stakeholders

1954 Establishment of drug markup policy
* Hospitals were allowed to add
15% drug markup to make up for
the lack of financial subsidies.

* Hospitals prescribed high price drugs
to obtain revenue, increasing the
economic burden of patients.

2009 NDRC Implementation opinions on
the establishment of basic pharmaceutical
system
(KTFEZEREAR Y HIENLES)
« Zero markup drug policy began to
be implemented in primary
medical and health institutions.

* Due to the lack of government
subsidies and the shortage of basic
drugs, the implementation effect is
not ideal.

2012 NDRC Notice on promoting
pharmaceutical price reform in county
level public hospitals
(CRTFHEHBER AT ERELSMMERE TN
BNy
« Zero markup drug policy began to
be implemented in county level
institutions.

* Drugs changed from the source of
income to the source of cost.
Therefore, hospitals had to
purchase drugs independently, so
their bargaining power became
stronger.

2017 NDRC Notice on promoting the
comprehensive reform of public hospitals
(XTF2EER R ERGEBETERER)
« Zero markup drug policy began to
be implemented in all institutions.

» All public hospitals at all levels in
China had ended the drug markup
before the end of September, 2017.

Source: NDRC, Frost & Sullivan Analysis

FROST ¢& SULLIVAN

Patients

Reduce medical
expenditure, soothing
the nervous
relationship between
patients and doctors

Hospitals

Reduce revenue and
increase funding gap

Lead to the transition of
“depending on the drug as
main revenue source "to
“depending on the medical
skill as main revenue
source”

Medical Insurance System
Reduce medical insurance

expenditure and expand
coverage

Healthcare System

Conducive to the return of
public welfare of public
medical institutions
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Updated

China Healthcare Product Distribution Market, 2019-2030E

» The market of China healthcare product distribution market, which refers to the revenue of the distribution of pharmaceutical and
healthcare products to medical institutions, retail pharmacies, other distributors, other manufacturers. It also can be categoried by
wholesale business and retail business. Wholesale business refers to the process of distributors selling bulk healthcare products

from manufacturers to hospitals, primary medical institutions, etc. Retail business refers to the process of retail pharmacies
purchase healthcare products from distributors or manufacturers and sell them to individual consumers.

* The market has increased from RMB2,366.7 billion in 2019 to RMB2,940.7 billion in 2024 with a CAGR of 4.4%. The market is
projected to be RMB4,199.6 billion in 2030, representing a CAGR of 6.1% from 2024 to 2030.

China Healthcare Product Distribution Market, 2019-2030E

Period CAGR
2019-2024 4.4%
2024-2030E 6.1% 4,199.6
3,932.2
3.428.2 3,675.0
Unit: Billion RMB 3.189.0 ) -
2,930.4 2,940.7 3,014.2
26064 27516
i i I I “ I
2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Note: the 2023 data have been updated based on the 2023 Statistical Report on Pharmaceutical Circulation Industry, published by the Ministry of Commerce of
the People's Republic of China

Source: MOFCOM, Annual reports, Public information, Frost & Sullivan analysis
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Favorable Policies Regarding Prescription Outflow

Issuing
m Authority “

Opinions of the General Office of
the State Council on Promoting the
April, 2018  State Council Development of "Internet + Health
Care” XFHE#H "BHEAN+ETEE"
ERNESHEER
Notice on the issuance of key tasks
for Deepening the Reform of the
Pharmaceutical and Healthcare

The opinions state that doctors are allowed to prescribe drugs for some
common and chronic diseases online after they have access to the
patient’s medical records and medical institutions and pharmaceutical
companies can entrust qualified third-party agencies for delivery

The policy gives clear requirement regarding prescription outflow that

Oct, 2018 State Council System in the second half of 2018 Eigsir;;slsa;?ea:g}[/vtii ’fnf;(;ngc\;vhere to purchase drugs, which means
KTFENRRUEL BAERHISE

2018F T FERTIHESHIER]

Guiding Opinions on the
Classification and Classification

» The opinions divide retail pharmacies into two categories according to the
degree of drug safety risk, operating conditions, drug supply capacity, and
the ratio of medical technicians

Nov, 2018 S I eme”t orF [V ETeIme) R?ta{l The first category pharmacies only deal with category B over-the-counter
Commerce Iéharmaates gf;‘;?r”f}”\aioﬁf j drugs; the second category pharmacies can deal with over-the-counter

ﬁ‘%’zegjn (!EZ‘ZZ‘&%%J; DR drugs, Prescription drugs and Chinese herbal medicines that meet the
BIEETRA (KSR scope of business license
Guidance on the Development of
"Internet+" Medical Insurance
Services During the Prevention and + The guidance points out that doctors are allowed to provide online

Mar, 2020 NHC, NMIA Control of the New Coronavirus prescriptions for the insured. The insured patients are allowed to collect
Outbreak T HEHEFTBIRE IS drugs through various flexible ways of offline delivery.
=HAEIFE " EEAK+" ERIRSSHIE
S8l
Notice on Regulating the Use of » The notice persists and supports to improve the professional qualification
Licensed Pharmacists in admission system for licensed pharmacists

Dec. 2020 NMPA Pharmaceutical Retail Enterprises » The target of enhancing supervision and inspection responsibilities are
T RBERVFECEEREHL mentioned in this notice, in order to standardize the quality of
25|mp9IEED pharmaceutical professional in the retailing companies.

Source: Government Websites, Frost & Sullivan analysis
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Favorable Policies
Online Prescription

Issuing
m Authority m

General Office

Opinions of the General Office of the
State Council on Promoting the

Doctors are allowed to prescribe drugs for some common and chronic

i A0 LD SEID DRV e e diseases online after they have access to the patient's medical records
Council Healthcare” BT EiFt :
"BENETRR RENER
Notice on Future Promoting the
. Informatization Construction of Doctors are allowed to prescribe drugs for some common and chronic
National . o . ) . : s .
Aug, 2018  Health Med{cal Institutions with E/ectron/c\ diseases onllpe after they have access to the patu’ent S meqlc_al recor_ds
’ Commission Medical Records as the Core T4 and pharmacists are allowed to review the patient’s prescriptions online
—SHEHIAB FRA A ORET and deliver drugs.
MEREIR TIERNEAI
National Action Plan for Promoting High . . - . . o
Sep, 2019  Dovelopment  Quality Doveiopment of Healtr e and stcelerating the development of pharmaceutical &-commercs
’ and Reform Industry (2019-2022) (iRl by supporting bharmacy delivery services
Commission EEELEFHNE (2019-2022) y supporting pharmacy delivery Services.
National Guidance on the Development of
Health “Internet+" Medical Insurance
Commission; Services During the Prevention and Doctors are allowed to provide online prescriptions for the insured. The
Mar, 2020  National Control of the New Coronavirus insured patients are allowed to collect drugs through various flexible ways
Healthcare Outbreak = FHEF T BAIHXIEEHIE of offline delivery.
Security HiEFE "EEAN+ ERRSHES
Administration =
Guiding Opinions on Establishing
and Improving the “Dual Channel” "Dual channel" refers to the mechanism through which two channels,
Management Mechanism for Drugs designated medical institutions and designated retail pharmacies, meet
May, 2021 NHC, NMIA in National Medical Insurance the reasonable needs of negotiated drug supply guarantees and clinical

Negotiations XFEISTEEZRER
KA R EE EENFRHESE
0

Source: Government Websites, Frost & Sullivan analysis
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use, and are simultaneously included in the medical insurance payment
mechanism.
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Favorable Policies
Online Prescription

Issuing
m Authority “

Promote "Internet + Medical services", follow the principle of online and
offline fairness and medical insurance payment policies, improve
agreement management and settlement processes based on service
characteristics, actively explore information sharing, and realize integrated
services of prescription outflow, online payment, and door-to-door drug
delivery. The medical insurance departments in each region need to
speed up the improvement of local "Internet + Medical services*
management of medical insurance payment agreements.

Notice on the Issuance of Long-term  + Primary healthcare institutions, which do not meet corresponding

Opinions of National Healthcare
Security Administration on Optimizing
Jul, 2021 NHSA Convenient Services in Medical
Insurance, ElZzREfT RIERX T
ERUSERRSHIERL

Aug, 2021 NHC. NHSA Prescription Management Standards conditions qualifications, can prescribe under the guidance of higher tiers
’ ’ (Trial) , *FENEREHEISN S EIEHSE healthcare institutions through remote consultations, online follow-ups,
(&17) B9EEN and hospital consultation etc.
Implementation Plan for Expanding + Develop “Internet + Healthcare” services, promote the development of
Dec. 2022  NDRC Domestic Demand Strategy during scheduled diagnosis, e-prescription outflow, and online drug sales etc.,
' the “14'" Five-Year Plan “Period, "+ and include qualified Internet medical service items into the scope of
MAR" ¥ KHERIESCES R medical insurance payment.

» Enhance prescription outflow management. Relying on the national unified
medical insurance information platform, accelerate the implementation of
the e-prescription center of medical insurance information platform, and
facilitate the smooth outflow of e-prescriptions from designated medical
institutions to designated retail pharmacies. Designated medical
institutions can issue long-term prescriptions to eligible patients up to 12
weeks.

Notice of NHSA on Further Improving

the Integration of Designated Retail

Pharmacies into Outpatient overall

Management, EIZRET{(RIERDAE

KT —DFEREFELEHN]
2R EETERYIE

Feb, 2023 NHSA

To further improve and standardize the management of "dual channels for
drug negotiation", establish and improve a province-wide unified, efficient
and standardized prescription outflow mechanism to promote "Dual-
channel" e-prescription outflow to improve drug supply by relying on the
national unified e-prescription center of medical insurance information
platform.

Notice on the Implementation of basic
healthcare security for Urban and
Rural Residents in 2023, =¥
2%):3&%?%%%1?@?{%5%11%’9
AN

NHSA, MoF,

Jul, 2023 STA

Source: Government Websites, Frost & Sullivan analysis
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Favorable Policies
Online Retail of Prescription drug

Issumg

This plan encourages the improvement of “treatment-rehabilitation-long-
term care” service chain

The plan also promotes pharmaceutical and medical device distribution
companies to extend services to the upstream and downstream of the
supply chain, and strengthen key technological breakthroughs such as
chronic disease prevention and control, precision medicine, and smart
medical care

Outline of the “Healthy China 2030”

Oct, 2016 State Council Plan “f#EEthE2030" EI4NE

Opinions of the General Office of the

State Council on Promoting the » This opinion indicates that the prescriptions for perennial diseases and
Apr. 2018 State Council Development of “Internet + chronic diseases issued online, after being reviewed by a pharmacist, can
Healthcare” BN T {BiFt be entrusted to a qualified third-party agency for delivery

"BEMETRER KREIIER

The law stipulates that vaccines, blood products, narcotic drugs,
psychotropic drugs, toxic drugs for medical use, radioactive drugs and
other drugs subject to special state management shall not be sold on the
Internet, but no restriction to the other drugs

Drug Administration Law of the
Aug. 2019 SAMR People's Republic of China %A
REMELSREEE

« The opinions promote "Internet + medical services", following the principle
of online and offline fairness and medical insurance payment policies,
; N pse
gsétaince KT AHERRRERR + The opinions suggest actively exploring information sharing, and
= realization of integrated services for prescription circulation, online
payment and settlement, as well as the home delivery of medicines

Opinions on optimizing convenient
Jul. 2021 NHSA

Source: Government Websites, Frost & Sullivan analysis
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Healthcare Services Delivery and Medication Dispensing System in
China

* In current PRC healthcare system, hospital is the center of healthcare services delivery as well as medication dispensing.
However, primary care, chronic care, urgent care, critical care and surgery are offered through the main channel
between hospitals and patients with medical dispensing, which leads to the overloaded of pharmaceutical circulation in
China.

* In the future, there should be alternative channel for certain medical services and medication through online channel or
retail pharmacies to reduce the burden of the centralized healthcare service delivery and medication dispensing system.

Pharmaceutical
Manufacturers

Pharmaceutical
Distributors

Hospitals

Retail
Pharmacies

Medical Medical
Professionals Facilities

Other Medical
Institutions

Source: Frost & Sullivan analysis

Hospital
S E I ETY

Healthcare services I

delivery and medication |
dispensing Alternative

| channel for
medication

Alternative channel for
certain medical services
and medication
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Overview of Healthcare Distribution Business Models

» As the concept of "Internet+" gradually penetrates in the pharmaceutical industry, healthcare Distribution is booming.
Healthcare Distribution refers to the behavior of profit-oriented market economy entities such as medical institutions and
medical information service providers that rely on modern information technologies such as computers and network
technologies (mainly the Internet) to exchange pharmaceutical products and provide related services. Healthcare
Distribution mainly includes two models: Online Distribution pharmacies and online distributors.

Online Distribution pharmacies Online distributors

Self-operated

Platform

Pharmaceutical Government  Pharmaceutical
Category B2C B2C 020 led platform B2B
Pharma chain Third-party N it Electronic
companies B2C platform ocr;-pro : Erocurement
self-built official provides Order online centrrgl?zed exvaetz?iarﬁw
Operation Model website to virtual trading Take medicine offline pidding and suppliers,
realize deals services to factories
with buyers and procurement wholesalers and
platform )
consumers sellers retailers
Sales . Trading
SpreadS, Tradlng Medicine sales, . commissions,
Source of Revenue Trading commissions, Trading commissions, Non-profit- Advertising,
commissions,  Advertising Offline diversion making Distribution
Advertising fees
0 ESii i EwZl Local IRTE
JDh =i ;:’:_ﬁl government =J 710 T3
Representative AliHealth T medical ’_. .
Enterprise @ [ RERRR ujét?\';.!j index :'3.15[
b " procurement P
0JSIRD JDRzmRE platiorm - 2 717K

Source: Frost & Sullivan analysis
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Opportunities for Healthcare Online Distribution Market under the Influence
of Prescriptions Outflow

In the past, most patients in the hospital would buy prescription drugs in the hospital pharmacy. The policy of separation of
medicines makes patients tend to go to community health service centers, offline drug retail stores, and medical Online Distribution
channels to purchase prescription drugs after obtaining prescriptions.

With the recognition of Internet hospitals and remote diagnosis services, healthcare Online Distribution will become the mainstream,

not only to prepare for the prescription outflow, but also an important method for compliant sales of prescription drugs and gaining
market growth.

Prescription Outflow

Comparative advantages of medical Online

: Distribution
_ oo A Wide Variety Of Medicines :
O ct)'.'"o'"f: The average SKU of a traditional offline :
istribution : OO  pharmacies is about 2,000-3,000. There is no

ceiling for the SKU of healthcare Online :
Distribution.  Many  healthcare  Online
: Distribution platforms have more than 50,000 :
Grade Hospital : SKUs

Pharmacy % Strong price competitiveness

Healthcare Online Distribution can reduce the :

traditional circulation of drugs, lower the price :

Community of drugs, and provide more competitive drug :
health : prices to C-end users :

centers _
: . Good user experience

Now most of Online Distribution companies
Offline retailer provide 7x24 hours O20 services :

Patients Grade
Hospital

Community
health
centers

Source: Government Websites, Frost & Sullivan analysis
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Overview of China B2B Healthcare market

* B2B mode is also a major part of the online healthcare distribution market. B2B medical e-commerce platform mainly serves for
institutions, and its purchasers are mainly hospitals, primary medical institutions, retail pharmacies etc . Revenue comes from
trading commissions, advertising and promotion of upstream pharmaceutical enterprises. Although it has the rapid growth in
volume ,B2B healthcare e-commerce market model has been questioned .There are two typical modes of B2B healthcare e-
commerce: the government-led mode and the pharmaceutical enterprises-led mode.

Typical Modes of B2B Pharmaceutical E-commerce

Status quo of the B2B Market

Government-led Mode
» Non-profit drug centralized bidding and procurement

platform.

PEEZS RREM
Pharmaceutical enterprises-led Mode
+ Electronic procurement between raw material suppliers,
factories, wholesalers and retailers.

i‘ The network trading platform with rich categories can
greatly improve the trading efficiency, the speed of
information transmission and reduce circulation chains.

» Buyer and seller gather on the same platform to share the
basic cost and reduce the cost of customer acquisition.

I' Large order with long period may represent insecure

business model for traditional pharmaceutical

Cg_‘"

EnhatEuni

manufacturers
e —— ‘—‘;'
) 7

Source: Frost & Sullivan analysis

(Cyéy Yl 73

FROST ¢

Growth of B2B market
B2B mode accounts for most of the total sales of

pharmaceutical e-commerce in China. The transaction volume
of B2B pharmaceutical e-commerce is higher than that of B2C,
and the growth rate is lower than that of B2C pharmaceutical
e-commerce.

Dilemma of the B2B Market
No feasible profit Model. The B2B business model currently act

as a distributor for the retail supply, which is similar to
traditional agents. The purchasing decisions of business users
are more based on specific business needs and realization of
business purpose.

Iterative products lead to rising in cost. The application of “ToB”
is different from “ToC”.The product safety and stability will be
concerned. The introduction of new products or services,
training, internal promotion and other aspects of users will

bring management costs.
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Updated

China Healthcare Product Wholesale Market, 2019-2030E

» The market of China healthcare product wholesale market, which refers to the revenue of the distribution of pharmaceutical and
healthcare products to medical institutions and other wholesalers. The market is highly competitive, with a considerable market
share held by the major companies. In 2024, the primary revenue from the top four leading players accounted for more than 50% of
the entire China healthcare product wholesale market. Conversely, smaller and medium-sized companies display a fragmented
market by sharing the rest of market with a small market share. The market has increased from RMB1,893.4 billion in 2019 to

RMB2,310.1 billion in 2024 with a CAGR of 4.1%. The market is projected to be RMB3,255.6 billion in 2030, representing a CAGR
of 5.9% from 2024 to 2030.

China Healthcare Product Wholesale Market, 2019-2030E

Period CAGR
2019-2024 41% 3.255.6
2024-2030E 5.9% 3,052.5 ’ )
I 2 6711 2,857.4
Unit: Billion RMB 2.491.2 ) -
2,290.2 2,310.1 2,359.6
] i I I “ I
2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Note: the 2023 data have been updated based on the 2023 Statistical Report on Pharmaceutical Circulation Industry, published by the Ministry of Commerce of
the People's Republic of China

Source: MOFCOM, Annual reports, Public information, Frost & Sullivan analysis
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Updated

Competitive Landscape of Healthcare Product Wholesale Market

2024, accounting for 0.02% of the healthcare product wholesale market.

* In healthcare product wholesale industry, The top five market players collectively accounted for around 57.0% of the market share in terms of
revenue in 2024. In this industry, revenue generated from the company ranking 100th is around RMB1 billion. The Company’s healthcare product
wholesale revenue RMBO0.4 billion makes it rank around 500 in the market among over 15.0 thousand healthcare product wholesale companies in

» As of 2024/12/31, the representative competitive landscape of digital healthcare product wholesale market are listed as following:

Wholesale
Revenue
(billion RMB)

Major Player Background

2024

Number of
Downstream
Customers

Covered Area

Market share

A listed company on HKEX, established in 1998, headquartered
@Zﬁ%@ in Beijing, mainly focusing on the provision of healthcare
SINOPHARM  products distribution services.

562.3

Commercial
customer 2,000+

31 provinces

24.3%

A listed company on SSE and HKEX, established in 1994,
P headquartered in Shanghai, business covers the entire
ISBEELZS pharmaceutical industry chain, including drug research and

SHANGHAI PHARMA

development, manufacturing, distribution and retail.

275.3

N/A

25 provinces

11.9%

A listed company on HKEX, established in 2007, headquartered
in Hong Kong, focusing on providing pharmaceutical research
%’Fﬂ Eﬁ and development, production, wholesale, distribution, retail
CR PHARMA chain and hospital distribution services..

257.7

140 thousand

28 provinces

11.2%

A listed company on SSE, established in 2000, headquartered
9 in Wuhan, Hubei Province, mainly focusing on the provision of
wholesaling and retailing of pharmaceuticals and medical

L@ equipment.

145.5

505.8 thousand

90%+ of
administrative
region in China

6.3%

A listed company on SSE, established in 1999, headquartered
in Chonggqing, covering hospital sales, commercial wholesale,
@iﬁr}ﬁgﬁ;lﬁﬁ_ﬂﬂﬂﬁl retail chain, terminal distribution, warehousing logistics and
pop eI supply chain value-added services for medicines, medical
devices, Chinese herbal medicines and healthcare products.

76.6

N/A

31 provinces

3.3%

Established and operated the largest online registration platform
,’ in China, and also focused on the provision of cloud SaaS
2 service, established in 2005, headquartered in Shenzhen,
R Guangdong Province.

0.4

801

260+ cities

0.02%

Note: As of December 31, 2024
Source: Company websites, Public information, Frost & ﬁJIliBanQna%/s;g (9’ S U
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Entry Barriers of China Healthcare Product Wholesale Market

Growing Government

Regulations

Establishment of
Brand Awareness

Establishment of
Standardized

Management Systems

Source: Frost & Sullivan Analysis

The healthcare product wholesale market in China is highly regulated and is subject to extensive
supervision from various government authorities to ensure the safety, quality, and efficacy of
pharmaceuticals and healthcare products. Authorities are increasingly vigilant in overseeing the
distribution process to safeguard public health, encompassing various aspects including product
labeling, transportation, storage, post-market surveillance, and etc. As a result, the entry barriers
into the healthcare distribution market continues to rise.

Due to the unique nature of pharmaceuticals, downstream buyers in the healthcare product
wholesale market have stringent requirements when choosing their collaborators, placing
significant emphasis on product quality and delivery capabilities. Leading players in this industry
have dedicated years to accumulate essential expertise, resources, and experience, nurturing
strong brand recognition and establishing trustworthy partnerships. New entrants would face the
challenge of accumulating experience and establishing a reputable brand image that inspires
trust.

Due to the development of online healthcare services, and the expansion of pharmaceutical e-
commerce, the demand of healthcare product wholesale in China has rapidly changed,
becoming more diverse, fragmented, and localized. As a result, the establishment of
standardized management systems has further highlighted its role in this industry, enhancing the
quality and efficiency of the logistics services. The profound data insights, industry expertise, and
technological barriers built by established industry leaders make it challenging for new entrants
to replicate such systems and surpass in the short term.
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Growth Drivers of China Healthcare Product Wholesale Market

Fragmented
Procurement from
Primary Healthcare

Institutions

Aging Population and
Changing Disease
Patterns

Favorable Policies on
Prescriptions Outflow

Source: Frost & Sullivan Analysis

Primary healthcare institutions will have a growing significance in residents‘ medical
consultations, medicine purchases, medical tests, treatment and other aspects, as medical
resources are increasingly directed towards the primary level. Primary healthcare institutions
procure smaller quantities of pharmaceuticals compared to large-scale hospitals due to limited
funds and a preference for lower inventory levels. This leads to frequent, fragmented
pharmaceutical purchases with varying product demands. Consequently, efficient and timely
distribution becomes critical. The fragmented procurement process highlights the importance of
seamless coordination between upstream and downstream entities across different locations,
thereby driving the demand for effective healthcare distribution.

According to the statistics from the National Bureau of Statistics, individuals aged above 65
years old reached 209.8 million in 2022, which accounted for 14.9% of the total population. And
the population aged above 65 years old is expected to continue its growth momentum in the
future. Asides from that, the prevalence of chronic health problems, such as cardiovascular
disease and metabolic disease, grew rapidly over the last decade and is expected to continue
to grow significantly in the future due to the change of lifestyle. The aging trend and changing
disease patterns will create huge demand for pharmaceutical and healthcare products in China.

In recent years, the Chinese government has implemented a series of favorable policies to support
prescription outflow, accelerating the development of healthcare distribution market. From the
elimination of drug mark-ups, the establishment of dual-channel systems to adjustments in medical
insurance accounts, and the issuance of the “Notice on Further Strengthening the Inclusion of
Designated Retail Pharmacies in Outpatient Comprehensive Management” (¢ -t — G147 E w5
EZGIEA [ T2 4 5 B PERE 47) in 2023, all of these policies will effectively accelerate the outflow of
prescriptions from hospitals to retail pharmacies.
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Future Trends of China Healthcare Product Wholesale Market

Increasing Demand of

High-quality Medication

Emerging

Technological and
Digital Solutions

Source: Frost & Sullivan Analysis

The implementation of a hierarchical medical system has incentivized patients to seek healthcare
services at local healthcare institutions, resulting in an increased demand for high-quality
pharmaceutical products, especially new drugs from lower-tier cities. Meanwhile, pharmaceuticals
companies also increasingly focus on exploring the sales potential of the broad market.
Consequently, there is an increasing demand of healthcare distribution for innovative and new drugs
which lacks in low-tier cities.

The rapid advancement of technology has paved the way for emerging digital solutions, significantly
enhancing the operational efficiency of the healthcare product wholesale market by improving supply
chain capabilities, standardizing inventory management, optimizing logistics solutions, and etc.
Online platforms can also replace the traditional multi-level distribution system, forming virtual
alliances among buyers, thereby enhancing their bargaining power and reducing procurement costs.
Furthermore, the integration of industry data analysis has emerged as a crucial strategy in the
healthcare distribution market. By leveraging data-driven insights, businesses can identify untapped
opportunities and make informed decisions, driving growth and development.
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Development Stage of

Retail Pharmacy

Retail pharmacy has gone through a three-stage process of development, and the business model will continue to
evolve over time with the innovative Internet technologies emerging.
Major development stages include traditional offline pharmacy, pharmacy with hybrid sales model and digital retail

pharmacy.

Stage I: Traditional
Offline Pharmacy

Offline retail services

» Mainly provide services of selling drugs and
medical devices, occasionally providing
disease diagnosis services and assist in
guiding the use of drugs.

» Pick up in store and not 24-hour open.

* Densely located in business districts.

W ESEAGRE

O Yifeng Pharmacy

Source: Frost & Sullivan Analysis

Stage II: Pharmacy with
Hybrid Sales Model

Start migration to online but still
significantly weigh on offline

» Start to upgrade the function of traditional
offline pharmacy to achieve information and
intelligence at some degree, provide online
drug sales and prescription services but still
weight on offline.

Pick up in store or home delivery, mostly not
24-hour open.
Densely located in business districts.

€ FIER
SRR

— since 1902 —

V"

- ¢
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Stage lll: Digital Retail

Pharmacy
Significantly weigh on online retail
pharmacy

Further upgrade the function of online drug
sales, provide prescription services, and
realize fast drug delivery.

Occasionally value-added health
management services for patients with
chronic diseases.

Mainly home delivery, and 24-hour open.
Mainly online store.

There are 2 categories of digital retail
pharmacy, on-demand retail pharmacy and
e-commerce retail pharmacy.

RE

AliHealth

@ (TR
(a
kR

on-demand retail
pharmacy:

E-commerce retail
pharmacy:

A RE
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Analysis of Drug Sales Channels in China

Hospital System

Pharmacy System

Traditional Hospital Internet Hospital

-l Tertiary Hospital g Specialist

_ SpeC|aI|zed
Secondary Hospital ﬁCHC Medical
/ Private Hospital

Instltutlon

! .

_,
Jl

_,
Jl

N= -l County Hospital Reglonal
SpeC|aI|zed
l Medical
Institution
M= -l Township Hospital i
v
l Basic
SpeC|aI|zed
ﬁ Village Clinic Medical
Institution

Note: CHC=Community Health Centre; DTP=Direct To Patient

Source: Frost & Sullivan analysis

_|_

Internet Hospital
As the Second \
Name of Entity :

Medical Institution
Prescription

________________ Drug Outflow

Independent
Internet Hospital
Relying On Entity
Medical Institution
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Retail Pharmacy

DTP Pharmacy

Online Platform
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Comparison of Main Pharmacy Types

On-demand digital retail

Traditional Pharmacy E-commerce Retail Pharmacy

pharmacy

Mainly for products sale, occasionally All business activities take place between LIRS COmBUMERS N1l O pUTENEEng

Business 1 . ; : : . drugs or consultation both online and offline
providing disease diagnosis services and pharmacy and consumer via Internet . . .
Model L - . ; . . . with the new technology to quickly seize
assist in guiding the use of drugs. without disease diagnosis services. TR
terminal individual users.
» Purchase products, including drugs, ¢ Purchase products, including drugs, Purc.hase prpducts, LRl drug§,
. . . ) . . ) medical devices and supplements;
Available medical devices and supplements; medical devices and supplements; : L .
. . . : . . : * Provide drug prescriptions, professional
Services + Provide professional advice onthe + Provide professional advice on the use . .
: . advice on the use of drugs or devices and
use of drugs or devices. of drugs or devices. f
health management services.
Density of . . . L .
Densely located in some areas Sporadically distributed Evenly distributed throughout the cit
Stores Yy ’ p y @ Yy 9 Yy O

Mainly distributed around hospitals,

. L Online stores with large-scale warehouses Mostly set up in a commercial district with a
streets, business districts, and

. - ) : which mainly located in remote areas, large flow of people; The most cost-effective
Store Location communities. Flagship stores will also be . . :
! . . covering an area more than 1,000 square core location that meets the electronic fence
set up in places with heavy traffic such .
meters. planning standards.

as train stations and airports.

Online Scale @ ‘ 0

Delivery . . . . . .
Method Pick up in Store Home delivery Home delivery & Pick up in Store
Working
Most not 24-hour open 24-hour open 24-hour open
Hours
Man;tgyti?ent Chain Store Management Information Management Information & Chain Store Management

Source: Frost & Sullivan analysis
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Overview of China Digital Retail Pharmacy Industry

» The digital retail pharmacy industry is a part of pharmaceutical circulation, and the concentration of wholesale is higher than that of
retail. The digital retail pharmacy industry is part of pharmaceutical circulation. The upstream of the digital retail pharmacy industry
chain is pharmaceutical manufacturers. The midstream part includes vendors that mainly sells online drugs through business
models such as B2B and B2C; the downstream part includes hospitals and patients.

1
1
B2C Vendors gl
'
X i NS B2C Vendors
LR
1
1

Supported by Government

Electronic Prescriptions /
Healthcare Services

Bk Retail Pharmacies

Prescription

Self-pickup/
Offline Delivery

>

PR ———

Source: Frost & Sullivan Analysis
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Value Chain of Online Retail Pharmacy Industry

» Online retail pharmacy refers to the sales of pharmaceutical and healthcare products including drugs, medical devices and nutrition
products through Internet and other modern information technologies. The categories of online retail pharmacies include direct sales,
marketplace and online-to-offline omnichannel initiative.

» With the government policy liberalized, numbers of pharmaceutical enterprises tend to develop online channels, which efficiently
optimizes process and allocations, as well as satisfying the increasing health demand of consumers.

» Separation of healthcare services and drugs sales, which is promoted by government recent years, results in the blowout
development of drug online sales.

Healthcare @~ Drug
Service : :_ Service
i | I
|
' Ly Third party I
| | | I
I . I platform |
| Medical | : |
: guide I | : Self-run :
: platform : : Monitoring oriented :
: : : Pharmaceutical :
Y . T PRSIl
: : | Chain drug :
| oy Offline | | Supply chain store |
_______ Diagnosis | . |
O Traditional medical procedures, including registration, O Obvious advantages when comparing drug online sales to
diagnosis, payment and taking medicine, make offline, are competitive price and without restriction of time
patients suffer from queue, long time in diagnosis and and space. The model cater the demands of
information opacity. Efficient and better user contemporaries.
experience drives the development of online retail
pharmacy platform. Patients with indisposition and O The third party platform assist historical pharmaceutical
chronic disease can choose diagnosis online. enterprises in expanding their market, which can decrease

the selling cost.

Source: Frost & Sullivan Analysis
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Importance of Hospital Affiliated Pharmacy
Prescription Outflow

Close Distance

Hospital Affiliated Pharmacy (HAP)
generally refers to retail pharmacies
within 500 meters from hospitals,
which is the first service point to
undertake ex-hospital medication.

Large Patient Flow

HAPSs are usually the most patient
concentrated places outside the hospitals
to meet the needs of drug purchase at
the first place.

+ Complementation of Hospitals

The drug coverage of HAPs is mainly
focused on prescription drugs. Due to
the policies of the government, many
specific drugs, chronic disease drugs
and adjuvant drugs, etc, are moving out
of hospitals to HAPs.

As a good complementation of hospitals,

HAPs also cover a wider range of drugs
including high-value imported drugs and
innovative drugs that haven’'t entered
hospitals.

Specialty Drugs Adjuvant Drugs

= P »
Close Distance Drugs

Hospital
Pharmacy

Source: Frost & Sullivan Analysis

Hospital Affiliated

FROST ¢

Other Drugs

»

SULLIVAN

Professional Pharmacists

HAPs are developing higher quality
medical services to improve patient
stickiness. HAPs are also hiring
professional pharmacists to provide
prescription audit, drug infusion and
medication guidance services.

!
&

Prescription Audit

Drug Infusion

Medication Guidance s g
Patients
Other Services 4T
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Medical Services Generated from Prescription Outflow

Traditional Model » Prescription Outflow
» Disease diagnosis, operation, inpatient
* Medical Services service, etc + Online medical consultation
- Prescription Drug Sales » Drug sales outflow, substantial reduction & prescription

of hospital drug sales.

Traditional Internet
Traditional Hospital Hospital
Hospital V
Hl  Prescription Sharing Platforms Paper Prescription JB
* In the traditional model, hospitals are S —— :

monopolizing the prescription drug

1
sales market. * * *

* Hospitals are also under heavy
workload of huge patient number.
+ T +

‘ )) DTP Retail Digital Retail

M Pharmacy Pharmacy Pharmacy
* Mainly OTC Drugs « Mainly focus on high value « Widely distributed, + Connected with
* Healthcare Product prescription drug sales convenient to visit online platforms

Sales

Traditional - - - .
Pharmacy Medical Services Provided by Pharmacies
» Traditional pharmacies are sales Professional _
oriented with low level of specialization, Medication Guidance Patient Follow-ups Medical Insurance

almost no professional medical

SeNice_s' . . Chronic Disease Logistic Distributi Other Servi
+ Some innovative drugs, imported drugs Management RN I AL S

aren’t available.

Patients

Source: Frost & Sullivan Analysis
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Healthcare Services Related to Prescription

* Medication is the core issue faced by each patient. Therefore, accurate prescription, drug information and administration
of drugs are important for doctors and patients. Therefore, there are services related to prescription emerging under the
needs of patients.

Services Provided by
Licensed Pharmacist

Rational Medication
Monitoring System

Infusion Centers

. Real-time monitoring function

Drug interactions: combo therapies, same
compositions...

Physiological conditions of patients: children,
pregnant women, elderly people...
Administration of drugs: dosage, route of
administration...

. Drug query function

Guidance of medication
Compatibility issue
Disease inquiries

. Statistical review function

Reproducing problem prescription: system
will prompt if there is any issue in the
prescription

Statistics of problem prescription: the
database consists of time, department,
doctor, medicine, patient, and categories
Medicament history review: senior medical
staff will comment on the prescriptions, and
put forward reasonable suggestions.

Source: Frost & Sullivan Analysis
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1. Services

* Prescription adjustment

* Medication consultation

» Management of treatment

» Adverse reaction monitoring

* Health education

(Among them, the most tasks are focused on
medication consultation, prescription
adjustments, and health education.)

2. Information of medication

consultation

* Drug name: generic name, trade name,
alias.

* Medication method: route of
administration, the time of taking and the
special reminder before the medication,
the dosage of the medication includes the
first dose, the maintenance dose, the
number of daily taking, the interval and
the course of the treatment

+ Adverse reactions: the adverse reaction
related to the drug and drug interactions if
prescribe combo therapies

SULLIVAN

Patients with breast cancer, gastric cancer,
lung caner and other cancers usually need
further targeted therapy or chemotherapy
after tumor surgery. In the past, such
treatments required regular hospitalization
for infusion. Now infusion centers would be
benefit for both patients and hospitals.

1. For patients

» Patients can receive special medicine
infusion in the infusion centers during the
day without being hospitalized, and they
can go back home after infusion. It will
ease the mental and economic pressures
that patients have to endure for long-term
hospitalization.

2. For hospitals

» For hospitals, special drug infusion
services are improving the efficiency of
hospital operations and saving resources
for other use.
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Review of Drug Sales Policy in China

Two Invoice Policy

Release | Issuing

. Comments
Date Authority

Required to optimize the order of drug purchase and sale, compress
the circulation links, carry out the "two ticket system" on a pilot basis,
and reduce the unreasonably high price of drugs.

Notice on key tasks of deepening medical

R 2D S Cie] and health system reform in 2016

» Reform and improve the policy of drug production, circulation and

Opinions on further reform and use, improve the procurement mechanism of drugs, implement the
Jan, 2017 State Council improvement of drug production, "two invoice policy" reform of drug purchase and sales, reduce
circulation and use policy circulation links, and break the mechanism of relying on drugs to

support medical care.

Pharmaceutical E-commerce Policy

Release | Issuing

. Comments
Date Authority

Measures for supervision and

Apr, 2018 CFDA administration of drug online sales

» Open up the third party pharmaceutical e-commerce

Measures to promote the development of Gradually liberalize the policy and allow enterprises to promote

e, 28 StateiCounci Internet plus medical industry prescription drugs for common and chronic diseases online.

The National » The regulation on online sales of prescription drugs has been lifted,

\ Pharmaceutical Administration Law of the and it is clear that enterprises with "drug production license" or "drug
Aug, 2019  People's ) . ) . . " L
Congress People’s Republic of China business license" can operate prescription drug e-commerce
business.

Source: Government websites, Frost & Sullivan Analysis
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Regulations
Online Drug Sales

7%= (20191&1T) ) lifts the constraint of online sales of prescription drugs.

+ Before 2018, regulations on online prescription drug sales have been "loosening" and "tightening" repeatedly. Until
recently, the publish of Pharmaceutical Administration Law of the People’s Republic of China {FEARBENEAREE

Measures for the Supervision

and Administration of Internet

Drugs (Consultation Paper)
(MELHRESELREEEMNE (i

REWR) )

Nov. 2017 by CFDA

>

Measures for the Supervision and
Administration of Internet Food
and Drug (Consultation Paper)
(EIMERGmESHEEEMNE
(IERERR) )
May 2014 by CFDA

Internet drug sellers are supposed to be
the pharmaceutical production, wholesale
and retail chain enterprises that have
gotten the drug production and
distribution qualifications. Other
companies, institutions or individuals are
not allowed to sell drugs on the Internet.
Pharmaceutical production and wholesale
enterprises are prohibited from selling
drugs to the individual consumers on the
Internet.

Pharmaceutical retail chain enterprises
are forbidden from selling prescription
drugs and drugs with special
management requirements on the Internet.

Internet drug sellers shall sell prescription
drugs by prescription in accordance with
the requirements of the provisions on the
administration of drug classification.
Licensed Doctors Online Service System
(HU 5P ERRSSHIE) is required
to be set for the company that sells
prescription drugs and class A OTC
drugs.

Licensed doctors are responsible for the
audit and supervision of prescription
drugs, and guidance for the rational use
of drugs as well.

Source: Government websites, Frost & Sullivan Analysis

FROST ¢& SULLIVAN

Pharmaceutical Administration Law

of the People’s Republic of China
(FREARRNEGREEZE (2019

iI) )

Aug, 2019 by Standing Committee

of the National People’s Congress

Drugs subject to special state
control such as vaccines, blood
products, narcotic drugs,
psychotropic drugs, toxic drugs
for medical use, radioactive
drugs and precursor chemicals
of drugs may not be sold on the
Internet. (Lifting the constraint of
online sales of prescription
drugs.)

A marketing authorization holder
and a drug distribution
enterprise shall abide by the
relevant provisions of this law on
drug trading when selling drugs
through the Internet.
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China Retail Pharmacy Market, 2019-2030E

* The retail pharmacy market in China refers to the revenue generated from the sale of pharmaceuticals, nutrition and healthcare
products, medical devices, and other products for improving health and wellness across all retail pharmacies, including both online
and offline establishments. This market has witnessed significant growth, increasing from RMB473.3 billion in 2019 to RMB630.6
billion in 2024, with CAGR of 5.9%. By 2030, it is projected that the China retail pharmacy market will reach RMB944.0 billion.

China Retail Pharmacy Market, 2019-2030E

Period CAGR
2019-2024 5.9% 944.0
} 0 879.8
2024-2030E 7.0% 817.6
7571
654.6 697.8
it: Billi 640.2 .
Unit: Billion RMB s 599 0 630.6
544.
] i I I I I
2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Note: the 2023 data have been updated based on the 2023 Statistical Report on Pharmaceutical Circulation Industry, published by the Ministry of Commerce of
the People's Republic of China

Source: MOFCOM, Annual reports, Public information, Frost & Sullivan analysis
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Competitive Landscape of Retail Pharmacy Market

+ In retail pharmacy industry, the chain retail pharmacies dominant the market. Among more than 6,700 chain retail pharmacies in China, the CR5 is around 20%,
CR50 is around 33% and CR100 is around 37% in 2023, which shows the highly fragment in this market. Meanwhile, the revenue generated from the company
ranking 100th is around RMB200 million. Compared to company’s revenue, company can rank 1,500~2,000 in the marke

» As of 20231231, the competitive landscape of digital retail pharmacy market are listed as following:

Retail

Major Player Background Revenue Retail Pharmacies Covered Area Market share
(billion RMB)

- A listed company on HKEX, established in
= x ;5 % 1998, headquartered in Beijing, mainly .
‘ﬁ [} ) 0,
G focusing on the provision of healthcare 35.7 12,109 30 provinces 5.6%
BEZ%E GuoDa Drugstore PR .
products distribution services.

A listed company on SSE, established in

[ -— 1999, headquartered in Wuhan, Hubei
‘Q} ég Ufﬁ AZE Province, mainly focusing on the provision 28.2 3,900 NA 4.4%
of wholesaling and retailing of
pharmaceuticals and medical equipment.

__}_ _f':‘f . A listed chain retail pharmacy company
@ <ZHdashenlin o SSE, established in 1993, headquarter 20.5 14,074 20 provinces 3.2%
located in Guangzhou

DT T=C=
v m $ K £9 % A listed chain retail pharmacy company

@ Yifeng Pharmacy on SSE, established in 2001, headquarter 20.2 13,250 10 provinces 3.2%
located in Shanghai

gEr x £%) % A listed chain retail pharmacy company

LBX PHARMACY on SSE, established in 2001, headquarter 19.3 13,574 18 prOVinceS 30%
located in Changsha

—_— jl:'\ o= A listed chain retail pharmacy company
= on SSE, established in 2000, headquarter 12.6 10,255 10 provinces 2.0%

Y XT Health
e8 located in Yunnan

Source: Annual Report, Frost & Sullivan Analysis

FROST ¢ SULLIVAN 66
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China Digital Retail Pharmacy Market, 2019-2030E

* The digital retail pharmacy market in China to the GMV generated by all online retail pharmacies, including e-commerce retail
pharmacies and on-demand retail pharmacies. The market consists of both medicine and non-medicine products such as medical
devices, daily supplies, cosmetics, nutrition products, etc.. This market has witnessed significant growth, increasing from RMB111.7
billion in 2019 to RMB 495.6 billion in 2024, with CAGR of 34.7%. By 2030, it is projected that the China retail pharmacy market will
reach RMB1,170.1 billion.

China Digital Retail Pharmacy Market, 2019-2030E

Period CAGR

2019-2024 34.7%

2024-2030E 15.4% 1.170.1
1,040.8
Unit: Billion RMB 920.4
806.9
701.1
597 .4
495.6
409.6
352.3
262.6
172.7

2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Source: MOFCOM, Annual reports, Public information, Frost & Sullivan analysis
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Competitive Landscape of Digital Retail Pharmacy Market

* Among all major players in China digital retail pharmacy market, the major players leverage various business models and
incorporate diverse business to form synergies.

» As of 2024/12/31, the competitive landscape of digital retail pharmacy market are listed as following:

2024 Revenue Market Co;ztte;;ted MAU Repurchase

(billion RMB) share Pharmacies (million) rate

Average Number of
Consultation per
Day (thousand)

Major Player Background

A listed company on HKEX, established in 2019,

JDH’ headquartered in Beijing, mainly focusing on
L the provision of digital retail pharmacy, online 48.8 9.8% 50,000+ 14.4 ~80% 450+
mRER and offline integrated medical services, and

smart healthcare solutions and digital health.

Established and operated the largest online

registration platform in China, and also focused
'~ on the provision of cloud SaaS service, 0.02 0.01% 3,100+ 3.1 70.5% 54+
established in 2005, headquartered in

2 Fe Shenzhen, Guangdong Province
A listed company on HKEX, established in 2014,
headquartered in Hangzhou, Zhejiang Province,
AliHealth mainly focusing on the provision of digital retail 27 5.4% 33,000+ 12.5 ~80% 420+
- Bﬂifﬁ@ pharmacy, online consultation and health

management.
A listed company on HKEX, established in 2010,
headquartered in Beijing, mainly focusing on
isi i 0 0
@ SpzA  the provision of locally found products and retail ~30 6.1% 270,000+ NA ~70% N/A
= ;ﬂt_“] services, including deliveries, dining and
entertainment etc.

e A listed company on HKEXx established in 2014,
g}? headquartered in Beijing, mainly focusing on 3.3 0.7% 300,000+ NA ~50% ~22 5

the provision of O20 healthcare services,
including digital retail pharmacies.

A listed company on HKEX, established in 2014,

— headquartered in Shanghai, mainly focusing on o - _ENO,
EEfELE family doctor services and 020 healthcare 2.4 0.5% 230,000+ 15 50% 20+
services.

Note: The company mainly focus on self-served pharmacies, the cooperated retail pharmacies are not applicable to it. As of December 31, 2024.

Source: Company websites, Public information, Frost & Sullivan Analysis
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Entry Barriers of China Retail Pharmacy Market

Medical Insurance

Payment Restrictions

Strict Logistics
Restrictions

Limited Opportunities

for New Competitors

Source: Frost & Sullivan Analysis

Medical insurance has not been completely opened up is the biggest problem currently,
encountered by retail pharmacy, especially for new competitors. China's medical insurance
policy still implements regional overall management, and consumer medical insurance payments
can only be made in local pharmacies. The complete liberalization of medical insurance
payments also requires the company’s strong comprehensive strength and negotiation
capabilities, which new competitors do not have

As a special commodity related to people’s life and safety, the state has very strict laws and
regulations on it, especially the storage management of medicines, which must pass the national
GSP (Good Supply Practice) management standards. The area of warehouses, equipment and
facilities, information systems, The plan for drug batch number management is quite demanding

The overall market is in a period of integration, and companies are facing the risk of being
merged. China's retail pharmacy has gone through nearly two decades of development, and the
market structure has basically solidified. Driven by the dual drive of capital and policies, the
industry has entered a period of integration, and the concentration will also increase rapidly. It
will be difficult for latecomers to squeeze the market
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Growth Drivers of China Retail Pharmacy Market

Favorable Policies

Opening of Medical
Insurance Payment

Improved User
Experience

Increasing Healthcare
Consumption Capacity

Source: Frost & Sullivan Analysis

In May of 2021, the State Administration of Medical Insurance, together with the National Health
Commission, issued the “Guiding Opinions on Establishing and Improving the ‘Dual Channel'
Management Mechanism for Medicines under NRDL Negotiation List”, to divert part of the
prescriptions from the hospital to retail pharmacy outside the hospital. In addition, the
prescriptions outflow has also accelerated the out-of-hospital digital and offline pharmaceutical
retail.

The integration retail pharmacy with medical insurance payment can help reduce the burden of
medication for patients. In addition, with the COVID-19 epidemic, the public is increasingly eager
for online drug purchases and online medical insurance payments. The “Internet+ medical
insurance” is gradually attempted to become the mainstream of medical insurance payment.

Consumers are becoming more demanding when it comes to their experience with retail
pharmacies. Patients now value the convenience of the pharmaceutical purchase process and
the availability of supplemental medical consultations. They prefer having pharmaceutical and
healthcare products delivered to their homes. Digital retail pharmacies provide a more
convenient pharmaceutical purchase experience that meets this consumer demand.

With the increase in the penetration rate of the Internet, the structure of netizens is tilted towards
the middle and old ages, and people's willingness to consume medical care increases at the
same time, leading to increasing consumption on digital retail pharmacy. In addition, with the
increase in per capita disposable income, the ability of patients to pay has also continued to
increase, resulting the increasing overall revenue of retail pharmacies.
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Future Trends of China Retail Pharmacy Market

Increasing Market

Expansion by
Prescription Outflow

Industry Consolidating
by Strong Supply
Chain

Tighter Supervision

Source: Frost & Sullivan Analysis

The “pharmaceutical and healthcare product plus healthcare service” is conducive to the sales
growth of retail pharmacy, especially in pharmaceutical products. The purchase of
pharmaceutical and healthcare products and healthcare services are complementary to each
other and platforms that can embody both elements are strongly positioned to capture greater
demand compared with platforms with more singular business focus. Retail pharmacy that
integrate insurance products also have huge market potential.

The prescription outflow has restructured the value chain of drug purchases and consumer drug
purchase channels, and since the insured patients are allowed to collect drugs through various
flexible ways, the share of prescription drugs will mostly flow to offline retail pharmacies online
retail pharmacy terminals.

Currently, there are multiple retail pharmacies in the industry, that will face integration in the
future. Retail pharmacy with strong supply chain capabilities are in a good position to consolidate
the fragmented offline retail pharmacy market, and online retail pharmacies which is weak in
product supply or is lack of sufficient products, to gain better pricing negotiation power with
upstream players and higher profits.

Due to the particularity of drugs, the supervision of drug retailers by the regulatory authorities will
continue to tighten. Although policies such as prescription outflow and dual channel policies
continue to stimulate the development of retail pharmacy, in order to ensure drug safety, the
review and supervision of the qualifications of relevant pharmacies will remain strict.
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Entry Barriers of China Digital Retail Pharmacy Market

Customer Trust and
Brand Recognition

Concentrate Market

Legal and Regulatory

Requirement

Source: Frost & Sullivan Analysis

* Due to the concerns about the quality of pharmaceutical and healthcare products, users tend to
choose well-known digital retail platforms. First movers have acquired a large number of users
because of their brand reputation and customer loyalty in the past few years. New entrants are
hard to develop brand reputation and trust from customer in a short time. Thus, it is difficult for
new entrants to obtain trust from existing digital retail pharmacy customers and acquire new
customers from the market.

» The digital retail pharmacy market in China is highly competitive with established players already
operating in the space, and is dominant by the large players like JD Health and Alibaba Health.
New entrants would need to differentiate themselves and compete against these existing
companies.

+ Companies need to comply with specific regulations and obtain licenses to operate as a digital
retail pharmacy in China. These requirements may involve complex procedures and strict criteria.
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Growth Drivers of China Digital Retail Pharmacy Market

Favorable Policies

Transformation of User
Habits

Increasing Healthcare
Consumption Capacity

Source: Frost & Sullivan Analysis

In February of 2022, General Office of the National Health Commission issued the “Rules for the
Regulation of Internet Diagnosis and Treatment (for trial implementation)”, to clarify the manner
and content of regulation for digital retail pharmacy market including medical staff identification
and credentialing, fee management and etc. A more transparent regulatory system to digital retail
pharmacy market is implemented.

The shift towards digital interaction and convenience has triggered a substantial change in
consumer behavior. Factors such as increased smartphone usage, ease of access, and the
demand for efficient and time-saving solutions have led to a growing preference for accessing
pharmaceutical and healthcare products and services through the digital solutions. Especially the
COVID-19 pandemic has further motivated contactless purchasing services through digital retail
pharmacy, accelerating the penetration of digital retail pharmacy.

With the increase in the penetration rate of the Internet, the structure of netizens is tilted towards
the middle and old ages, and people's willingness to consume medical care increases at the same
time, leading to increasing consumption on digital retail pharmacy. In addition, with the increase in
per capita disposable income, the ability of patients to pay has also continued to increase,
resulting the increasing overall revenue of retail pharmacies.
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Future Trends of China Digital Retail Pharmacy Market

Strengthened Linkage + With the _deve_lopment and increasing .penetratlon of Internet hospltqls, the numt_)er of e-
. prescriptions increased and resulting in the purchase demand of using e-prescription.
with Internet ) .- : . o
H ital Connecting digital retail pharmacy to the Internet hospitals can facilitate the whole process of
eoRlaS medical consultation and medication online, bringing patients with great convenience.

* As the national medical insurance starts to be introduced to some digital retail pharmacy
platforms, the self-paid part of the purchase is significantly decreased. As a result, the payment
Increasing Affordability gap between digital retail pharmacy and offline pharmacy decreases and the willingness of using
digital retail pharmacy increases. With the further integration of medical insurance with digital
retail pharmacy, the affordability rises leading to higher penetration and larger market potential.

Source: Frost & Sullivan Analysis
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Overview of China Digital Healthcare Integrated Service Market

quality medical resources in large cities.

+ Digital healthcare integrated service market is an emerging market with great growth potential as it can solve the pain points of current
China’s medical system. For instance, the digital healthcare integrated service can greatly reduce the waiting time of diagnosis process
as Internet hospitals provide more transparent progress of diagnosis process as well as convenience in appointment and payment.
Meanwhile, it facilitates online diagnosis through digital platform, allowing individuals from rural and distant areas to experience high-

» Digital healthcare integrated service market comprises digital hospital operation solution market and digital medical and healthcare
service market. It serves all the relevant parties involved in the diagnosis and treatment process, including public hospitals, private
medical institutions, medical professionals, users and government.

Digital Healthcare Integrated Service

@ Digital Hospital Operation Solution

» Providing Cloud SaaS solutions to hospitals to facilitate
hospital digitalization and to construct Internet hospitals to
improve operational efficiency and providing specialty
construction solutions to develop their brand image and
reputation

@ Digital Medical and Healthcare Service Platform

* Providing a service platform to hospitals, private medical
institutions and physicians to improve user experience and
physician’s personal brand image and reputation for
marketing

Source: Frost & Sullivan Analysis
FROST ¢

Served Parties of Digital Healthcare
Integrated Service Market

Public EEE A  Private Medical

Hospitals || Institutions

)

Served
Parties

@ Physicians

Users
& Nurses
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Value of China Digital Healthcare Integrated Service Market

» Online consultation and diagnosis enables additional medical services from physicians to fulfill the demand of high-quality
medical services, especially for patients from rural or distant areas.

» Hospital digitalization improve diagnosis and treatment efficiency through online appointment, payment and test results review.

» Online consultation and diagnosis increases physicians’ legal income through online consultation fees.

Physician
y > Digital medical and healthcare platform assists physicians to build their personal brand and to raise both online and
offline consultation.

. . » Cloud SaaS service facilitates hospital digitalization, using digital information to improve operational efficiency.
Public Hospital

» Digital hospital operation solution empowers specialty construction, highlighting the advantageous departments.

» Cloud SaaS service allows private medical institutions to enable digitalization in a cost-effective manner by

Private avoiding the expensive digital infrastructure construction and IT labor cost.
Medical
Institution » Digital medical and healthcare platform assists institutions in brand construction to highlight institutional strengths

and feature, and uses their cheap online traffic collected from public hospitals to provide online traffic re-direction
service to private medical institutions which desire more patients.
» Digital hospital operation solutions promote two-way referral system, enabling a more efficient medical system.

s » Hospital digitalization collects information of prescribed drugs and tests for each disease, assisting the medical insurance to
better manage the budget and payment as well as avoiding excessive medical treatment.

Source: Frost & Sullivan Analysis
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Values of Public Hospitals and Private Medical Institutions in Digital
Healthcare Integrated Service

+ Digital hospital operation can empower both public hospitals as well as private medical institutions from different aspects. As public
hospitals have already possessed great reputation and brand image, which attracts excessive patient resource, the key value for public
hospitals is to facilitate digitalization and specialty constructions. Meanwhile, the main value for private medical institutions is to build
brand and redirect patients due to the low recognition of private medical institutions from the general public.

Values of Public Hospital Values of Private Medical Institution

Digitalization Construction

» Improve diagnosis and treatment efficiency to > Highlight the strength and features of the private
shorten the diagnosis and treatment duration medical institutions to build the institutional brand
» Optimize the hospital operation efficiency to > Develop institutional reputation in segmented area
reduce the operating cost of hospitals using branding
Digital
Hospital
Operation

Specialty Construction

» Emphasize the strength of the advantageous » Obtain cost-effective internet traffic and customer
department of the hospitals to develop the through the customer resources accumulated in
department IP public hospitals

» Increase the number of diagnosis and treatment » Increase the number of diagnosis and treatment
using the developed department IP using the cost-effective customer resources

Source: Frost & Sullivan Analysis
FROST ¢ SULLIVAN 78



Ecosystem of Digital Healthcare Integrated Service

+ Digital healthcare integrated service starts with digital hospital operation solution which accumulates hospital resource by providing them
digital operation solutions. Digital hospital operation solution motivates digital medical service platform, as physicians can use the
platform to build their personal brand to attract more patients, whereas users can have improved clinic experience by using online
appointment and diagnosis. Thus, digital medical service accumulates physician resource and user recourse. The accumulated medical
resource and user resource lead to low customer acquisition cost and further stimulates digital health service platform to redirect low-
cost online traffic towards healthcare institutions.

Ecosystem of Digital Healthcare Integrated Service

ICIEHLIEICIIN |1 prove hospital operational capabilities and efficiency | oM 1 accumulate
Operation i ﬁ Hospital i
Solution i |
"""""""""" Medical
sl ] resource
Build personal brand i ok
i Physician}
| i accumulate

e e e L Low customer
Digital Medical acquisition cost

Service Platform

1
] accumulate

R/% User i— —> User

] resource
1

Improve visiting efficiency and quality

Redirect users through promotion and
recommendation with low customer acquisition cost

Provide health management

Digital Medical and Healthcare Service Platform

Source: Frost & Sullivan Analysis
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China Digital Healthcare Integrated Service Market, 2019-2030E

» The China digital healthcare integrated service market consists of digital hospital operation solution market and digital medical and
healthcare platform market. Because of the digital migration of healthcare industry, It has increased from RMB54.8 billion in 2019 to
RMB220.3 billion in 2024 with a CAGR of 32.1%. The market size is expected to rise to RMB740.1 billion by 2030 with a CAGR of
22.4% from 2024 to 2030. The migration rate for digital healthcare integrated service in the healthcare industry (migration rate) is
defined as the ratio of China digital healthcare integrated service market over China healthcare expenditure, it rose from 0.8% in
2019 t0 2.6% in 2024, and is expected to grow to 9.2% by 2030.

China Digital Healthcare Integrated Service Market, 2019-2030E

CAGR 9.2%
Period Digital Hospital Digital Medical and Healthcare Digital Healthcare 7.8%
Operation Solution Service Platform Integrated Service
2019-2024 19.5% 43.1% 32.1% 6.5%
2024-2030E 17.8% 24.4% 22.4% 2

mmmm Digital Medical and Healthcare Service Platform 4.29
. (o]

mmm Digital Hospital Operation Solution
3.3%

740.1

—e— Migration Rate
2.6%

614.6

Unit: Billion RMB
1.2%

507.6

0.8%
274.8
ey 2203
135.2 '
48 76.4 104.0 113 I 146.1
n KRl P 52,6 61.0 74.2
2019 2020 2021 2022 2023 2024  2025E 2029E

Source: Annual reports, Public information, Frost & Sullivan analysis
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Competitive Landscape of Digital Healthcare Integrated Service
Market

The Number Accumulated
Connected . 2024
. of Online Number of
Medical Revenue .
Registered

Professionals gepeltcpt (million
Users

in 2024
(thousand) (million) RMB) (million)

Cooperated
Class Il
Hospitals

Cooperated
Hospitals

Background

Established and operated the largest online
registration platform in China, and also focused

’ on the provision of cloud SaaS service, 14,400 3,424 898.3 131.5 194.2 541
iR established in 2005, headquartered in

Shenzhen, Guangdong Province.

A listed company on HKEX, established in 2011,
E—Eﬁ headquartered in Shanghai, mainly focusing on
= the provision of cloud hospital platform services, 2,986 720+ 142 N/A ~460 50+
XIKANG cloud healthcare services and smart healthcare
product.

A non-listed company established in 2010,
M headquartered in Hangzhou, Zhejiang Province,
{}Gfﬁ‘ﬂz mainly focusing on the provision of cloud 8,100+ 2,700+ 318 115 ~680 270+
hospital platform services and online
appointment, registration and consultation.

" A non-listed company established in 2015,
CJ ‘ headquartered in Beijing, mainly focusing on
the provision of Internet hospital services, DTP
DR pharmacies and medical insurance.

700+ 500+ 310 N/A ~160 13+

Note: 1. “+” indicates a minimum estimate (i.e., no less than the stated number); “~” denotes an approximate value, subject to slight variation
2. As of December 31, 2024
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Updated

Competitive Landscape of Digital Healthcare Integrated Service

Market

Background

Established and operated the largest online
J registration platform in China, and also focused on
“ the provision of cloud SaaS service, established in
R ER 2005, headquartered in Shenzhen, Guangdong
Province.

Cooperat

ed

Hospitals

14,400

Connected

Cooperated
Class Il
Hospitals

Medical

Professionals
(thousand)

3,424 898.3

The Number
of Online
Appointment
in 2024
(million)

131.5

2024
Revenue
(million
RMB)

194.2

Accumulated
Number of
Registered

Users
(million)

541

A listed company on HKEX, established in 2011,
;E;\ﬂﬁ headquartered in Shanghai, mainly focusing on the
XIKANG provision of cloud hospital platform services, cloud
healthcare services and smart healthcare product.

2,986

720+ 142

N/A

~460

50+

A listed company on HKEX, Established in 2015,
—— headquartered in Guangdong Province, mainly
EEiE = focusing on chronic disease management to
address the needs of patients with chronic
diseases.

N/A

N/A 223

N/A

~200

49.2

A listed company on HKEX, Established in 2014,
o headquartered in Zhejiang Province, mainly
C@ ?,EL%% focusing on digital chronic disease management
solutions.

2,738

822 107

N/A

~400

38.4

A non-listed company on HKEXx, established in
2010, headquartered in Hangzhou, Zhejiang
Province, mainly focusing on the provision of cloud
hospital platform services and online appointment,
registration and consultation.

8,100+

2,700+ 318

115

~680

270+

A listed company established in 2001,
. headquartered in Fuzhou, Fujian Province, mainly
Z focusing on the provision of online marketing
BBz solutions, online appointment and registration, and
weaeseeer - health management.

11,762

3,000+ 889

~1,000

205.5

A non-listed company established in 2015,
> headquartered in Beijing, mainly focusing on the
provision of Internet hospital services, DTP

B il 4 pharmacies and medical insurance.

700+

500+ 310

N/A

~160

13+

Note: 1. “+” indicates a minimum estimate (i.e., no less than the stated number); “~” denotes an approximate value, subject to slight variation

2. As of December 31, 2024

3. Fangzhou does not directly cooperate with medicallproRes<idnds T (’y’

SULLIVAN
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Competitive Landscape of Digital Healthcare Integrated Service

Market

Major Player

Background

Cooperated Hospitals

Established and operated the largest online registration platform in China, and also focused on the

" provision of cloud SaaS service, established in 2005, headquartered in Shenzhen, Guangdong 14,258
IEJES] Province.
Z A non-listed company established in 2001, headquartered in Fuzhou, Fujian Province, mainly
focusing on the provision of online marketing solutions, online appointment and registration, and 11,000
#NEZZD;BM health management.
- A non-listed company established in 2010, headquartered in Hangzhou, Zhejiang Province, mainly
mﬁg@ focusing on the provision of cloud hospital platform services and online appointment, registration 8,000+
and consultation.
M\ BERE A listed company on HKEX, Established in 2014, headquartered in Zhejiang Province, mainly 2719
C2) cioupr. focusing on digital chronic disease management solutions. ’
A listed company on HKEX, established in 2011, headquartered in Shanghai, mainly focusing on
RRBR the provision of cloud hospital platform services, cloud healthcare services and smart healthcare 2,610
XIKANG product.
‘ ) A non-listed company established in 2015, headquartered in Beijing, mainly focusing on the 480
- provision of Internet hospital services, DTP pharmacies and medical insurance.
5 10 2

NOLEe: AS or vecemper o1, ZUZS.

Source: Company websites, Public information, Frostﬁ Sﬁlli\@ @nalysis 6/9’ SULLIVA N
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Competitive Landscape of Digital Healthcare Integrated Service

Market

Major Player

Background

Cooperated Class Il

Hospitals

Established and operated the largest online registration platform in China, and also focused on the

y
£ provision of cloud Saa$S service, established in 2005, headquartered in Shenzhen, Guangdong 3,340
R Province.
7‘-‘ A non-listed company established in 2001, headquartered in Fuzhou, Fujian Province, mainly
/i focusing on the provision of online marketing solutions, online appointment and registration, and 3000
Q%E;Z‘?ﬁ health management.
o A non-listed company established in 2010, headquartered in Hangzhou, Zhejiang Province, mainly
%ﬁ@ focusing on the provision of cloud hospital platform services and online appointment, registration 2,500+
and consultation.
Cb o= A listed company on HKEXx, Established in 2014, headquartered in Zhejiang Province, mainly 815
C) Cloubr. focusing on digital chronic disease management solutions.
Eﬂﬁ A listed company on HKEX, established in 2011, headquartered in Shanghai, mainly focusing on the
i provision of cloud hospital platform services, cloud healthcare services and smart healthcare 700
XIKANG product.
‘ A non-listed company established in 2015, headquartered in Beijing, mainly focusing on the
- . ! : Lo 400
provision of Internet hospital services, DTP pharmacies and medical insurance.
B

Note: As of December 31, 2023.

Source: Company websites, Public information, Frostﬁ Sﬁlli\@ @nalysis 6/9’ SULLIVA N
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Competitive Landscape of Digital Healthcare Integrated Service
Market

Connected Medical Professionals

Major Player Background (thousand)
/17" A non-listed company established in 2001, headquartered in Fuzhou, Fujian Province, mainly
B2E> focusing on the provision of online marketing solutions, online appointment and registration, and 850
wﬁEgM health management.

Established and operated the largest online registration platform in China, and also focused on

'f the provision of cloud Saa$S service, established in 2005, headquartered in Shenzhen, 730+
lESES Guangdong Province.

A non-listed company established in 2010, headquartered in Hangzhou, Zhejiang Province,

p?{e mE mainly focusing on the provision of cloud hospital platform services and online appointment, 300+
NI vieoocier registration and consultation.
< ) \ A non-listed company established in 2015, headquartered in Beijing, mainly focusing on the 300
i provision of Internet hospital services, DTP pharmacies and medical insurance.
EERY S
J—EiEE A listed company on HKEX, Established in 2015, headquartered in Guangdong Province, mainly 212
= = focusing on chronic disease management to address the needs of patients with chronic diseases.
g_p‘m A listed company on HKEX, established in 2011, headquartered in Shanghai, mainly focusing on
XIIEANG the provision of cloud hospital platform services, cloud healthcare services and smart healthcare 130
product.

ted HKE, Established in 2014, h djn Zhejiang Provi inl
gg@?ﬁ%emberfﬂieﬁﬁe company on Ems S;i‘%‘if‘*f [N ghejiang Prgyince, mainly 102.6 85

“ny websites, PeHSIBSROAIgHBHCH nayarse



Competitive Landscape of Digital Healthcare Integrated Service

The Number of Online
Appointment in 2023 (million)

Major Player Background

Established and operated the largest online registration platform in China, and also focused on the

(o provision of cloud SaaS service, established in 2005, headquartered in Shenzhen, Guangdong 43.7
IESES Province.

7’-‘ A non-listed company established in 2001, headquartered in Fuzhou, Fujian Province, mainly

/i focusing on the provision of online marketing solutions, online appointment and registration, and 7.6
BRZE health management.

i A non-listed company established in 2010, headquartered in Hangzhou, Zhejiang Province, mainly
VE ‘{3 ﬁ@ focusing on the provision of cloud hospital platform services and online appointment, registration 5
and consultation.

E—Eﬁ A listed company on HKEX, established in 2011, headquartered in Shanghai, mainly focusing on
e the provision of cloud hospital platform services, cloud healthcare services and smart healthcare N/A
XIKANG product.
EE'E% A listed company on HKEX, Established in 2015, headquartered in Guangdong Province, mainly N/A

focusing on chronic disease management to address the needs of patients with chronic diseases.

BEEE A listed company on HKEX, Established in 2014, headquartered in Zhejiang Province, mainly N/A
=/ Cloubr. focusing on digital chronic disease management solutions.

C/ \ A non-listed company esgblgheQin%O:r%, heg/gauarﬁeréf] |rJ-BeIJ1n& ryainﬁf f&lusing on the 86

. : . : L2 N/A
nrovision of Internet hosbpital services DTP nharmacies and medical instirance



Competitive Landscape of Digital Healthcare Intec

Major Player

Background

A non-listed company established in 2010, headquartered in Hangzhou, Zhejiang Province, mainly

rated Service

Accumulated Number of

Registered Users (million)

v‘}‘ iﬁﬂz focusing on the provision of cloud hospital platform services and online appointment, registration ~230
o and consultation.
Z A non-listed company established in 2001, headquartered in Fuzhou, Fujian Province, mainly
BB focusing on the provision of online marketing solutions, online appointment and registration, and 180
et health management.
Eﬂﬁ A listed company on HKEX, established in 2011, headquartered in Shanghai, mainly focusing on
- the provision of cloud hospital platform services, cloud healthcare services and smart healthcare 47 .2+
XIKANG product.
,’ Established and operated the largest online registration platform in China, and also focused on the
provision of cloud SaaS service, established in 2005, headquartered in Shenzhen, Guangdong 46.6
Ed
2R Province.
DEiIR= A listed company on HKEXx, Established in 2015, headquartered in Guangdong Province, mainly 42.7
focusing on chronic disease management to address the needs of patients with chronic diseases. )
(b s A listed company on HKEX, Established in 2014, headquartered in Zhejiang Province, mainly 312
C) cioupr. focusing on digital chronic disease management solutions. )
‘ ] V A non-listed company established in 2015, headquartered in Beijing, mainly focusing on the ~11
R provision of Internet hospital services, DTP pharmacies and medical insurance.
5| 1L 3>
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Competitive Landscape of Digital Healthcare Integrated Service

Market

Major Player

Background

A non-listed company established in 2001, headquartered in Fuzhou, Fujian Province, mainly

Revenue under the market
(million RMB)

B focusing on the provision of online marketing solutions, online appointment and registration, and ~1,000
W IKZ L COM health management.
N T A listed company on HKEX, Established in 2014, headquartered in Zhejiang Province, mainly ~620
v J Cloubr. focusing on digital chronic disease management solutions.
i A non-listed company established in 2010, headquartered in Hangzhou, Zhejiang Province, mainly
{,\Qiﬁg@ focusing on the provision of cloud hospital platform services and online appointment, registration and ~600
consultation.
Eﬂﬁ A listed company on HKEX, established in 2011, headquartered in Shanghai, mainly focusing on the 5012
XIKANG provision of cloud hospital platform services, cloud healthcare services and smart healthcare product. )
J—EiEE A listed company on HKEX, Established in 2015, headquartered in Guangdong Province, mainly ~300
= = focusing on chronic disease management to address the needs of patients with chronic diseases.
' Established and operated the largest online registration platform in China, and also focused on the
f provision of cloud SaaS service, established in 2005, headquartered in Shenzhen, Guangdong 177.6
2 FR Province.
< 7 \, A non-listed company established in 2015, headquartered in Beijing, mainly focusing on the 130

B D B %

provision of Internet hos&}taﬁe%ceg, DITP p@[,macéesendLmﬁginl iwsuglmﬁ.
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Growth Drivers of Digital Healthcare Integrated Service Market

Favorable Policies

Innovative
Technology of Digital
Health

Growing Health
Awareness and
Increasing Healthcare
Expenditure Per Capita

Evolving Behavioral
Patterns

Source: Frost & Sullivan Analysis

In recent years, China has implemented a series of policies to promote the development of the
healthcare and wellness service industry, especially the “Internet + Healthcare” initiative. For
example, the Opinions on Promoting the Development of “Internet+ Healthcare” ( (EGpIEE "5
e SRR ZREHIE ) ) issued by the State Council in April 2018 aims to provide quality
services to a larger population at the national level. The digital healthcare integrated services
played a crucial role, especially during the COVID-19 outbreak, by enabling necessary medical
services to be delivered online.

Empowered by advancements in digital technologies, such as big data analysis and cloud
solution platforms, digital healthcare integrated services redefine the standards of healthcare by
offering patients convenient and efficient healthcare services. This allows more patients to
access high-quality medical resources, valuable health information, and engage in effective
communication with physicians. Simultaneously, hospitals and physicians of various levels can
share their valuable medical knowledge and expertise.

The rise in disposable income per capita has led to increased healthcare expenditure and
improved health awareness. Consequently, diagnosis and treatment rates, particularly for
chronic diseases, have improved. The affluent population also exhibits a higher demand for
health maintenance. Digitization is seen as an efficient method to meet these healthcare needs
and is expected to experience rapid growth in the coming years

With the penetration of smart phones, increasing number of application and more diversified app
functions, the digital solutions starts to change the individual’s in various scenarios, including
medical services. It promotes the traditional offline medical services transform into a digital way
in a more efficient manner. The COVID-19 pandemic further accelerated the adoption of digital
medical services to alleviate offline resource pressure and extend healthcare access to remote
areas. These changes are expected to further increase the penetration rate of digital healthcare
services and contribute to the development of the digital healthcare integrated service market.
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Overview of Internet Hospitals

* Internet Hospital is a licensed online medical institution that provides consultation and prescription services to patients
online by integrating the resources of hospitals and doctors.

d___é_-ﬂ Internet Hospital

Digital
infrastructure Medical
EEE Internet hospitals as Internet hospitals independently consultation &
Hospitals the gecopd-pamed of set up by third-Party inlstitl:ltions Prescription
Medical medical institution relying on medical institutions
resources >
[~
Physician [ ~—
g training, patient Internet hospitals Internet hospitals JEUESS
management independently applied applied by medical .
Physicians by medical institutions institutions and third- Patients

party institutions

Essential services

"""""""""""""" Drug supply I Communication
<2

Pharmacies Drug

1
1
i Add-on services
1

—»  Supportive inputs T .
__________________________ Supervision

@ Government

Source: Frost & Sullivan Analysis
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Updated

Growth of Internet Hospitals

» The number of internet hospitals in China has experienced growth since the first one launched in 2015, and the growth has been
accelerated in the recent few years. Remarkably, The number of internet hospitals has increased from 158 in May 2019 to around 900 in
October 2020, with an approximately 5.7 times growth within merely half year, and further increased to over 1,700 in December 2021.

Number of Internet Hospitals in China

A

Growth >
>
2015 2016 2017.3 2018.12 2019.5 2019.10 2020.10 2021.03 2021.12 2023.5 2024.9

EI Fluctuated policy environment
:0  Industry is less defined
:0 Market practice is less guided

Favorable policy environment
Clearer definition of the industry  :
More guidance on market practice:

Source: NHC, Frost & Sullivan
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Paradigm of Cloud Hospital

* Cloud hospital is internet hospital platform constructed through cloud server. It relies on the medical resource of physical hospitals and
digital technologies to expand medical services from offline to online. Meanwhile, some internet hospitals act as an integrated third-party
medical platform to share medica resource from various hospitals and maximize the efficiency and quality of medical service.

Remote
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Dual referral
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Source: Frost & Sullivan Analysis
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4 Key Features of Digital Medical Service

Integrated Healthcare System facilitates dual referral,
improves treatment efficiency and relieves the pressure of

i diagnosis and treatment of Class Il hospitals.

..................................................................................................................

Online consultation provides convenience to patients by
offering e-prescription which allows drug purchase from

. online retail pharmacies.

Continuous health services, as well as dynamic health
records, has made it a reality to establish full value chain
of family doctor service system.

New collaborative medical service process can be
categorized by hospital departments, which make service

: system become more standardized and specialized.
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Overview of Municipal-based Healthcare System

» Digital healthcare platforms may contribute to demand, supplier and payer to form regional healthcare system, which is currently
municipal scale.

» As regional patient flow, healthcare institutions clusters and local healthcare insurance system are all located in same region of a city,
the structure of payers, suppliers and demands shows the trend of municipality.

+ Empowered by comprehensive services for payers, suppliers and demands in healthcare system, municipal-based healthcare system is
supposed to be the core driver for the reform of healthcare system.

Demands:
Municipal-based patient flow

Current status

* As the patients from lower-tier cities and .
counties are tend to get better medical
service, they prefer the initial diagnosis in
advanced hospitals (Class IIl), which are
usually far from their residence and
sometimes overreached. .

» The healthcare resource in city of different
tier are extremely differential.

Supplier:

Municipal-based hospital cluster

Current status

As the supplier of healthcare service, the .
planning, construction, operation and
management of local healthcare institutions
are all regulated by local government
(municipal or provincial). .
Healthcare institution including public
hospitals of different classes, community
healthcare clinics and other specialized
hospitals are quite isolate, which leads to
the inadequate healthcare system.

Municipal-based insurance system

The reimbursement coverage of national
health insurance varies obviously from
city to city.

The fund raising and insurance
compensation of national healthcare
insurance is based on city-level or district-
level.

« Because of the improvement of public
P P » The payment from insurance will be

healthcare accessibility, patients prefer .

follow-up consultation of chronic diseases
in the city they live.

Combined with hierarchical diagnosis and
treatment system, the referral and follow-

up consultation show the trend of primary-
level and municipal-based.

Source: Frost & Sullivan Analysis
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Based on the advantage of systematisms
and centrality of local hospital cluster, the
municipal-based healthcare system will be
established to improve the insufficiency of
healthcare resources.

SULLIVAN

issued and controlled on municipal level.
Government will perform as both “supplier”
and “payer” in future China.

94



Municipal-based Healthcare System
Municipal-based Patient Flow

» Generally, patients prefer to get healthcare service nearby in city they live, while disequilibrium of healthcare resource between cities forced
patient to seek high-class public hospitals far from home. In the future, similar to municipal-based healthcare system in the USA, patients will be
referred to higher healthcare institution by gatekeeper (family doctor) only if necessary. Otherwise, they will receive medical treatment in
municipal primary healthcare institution, followed mandatory or semi-mandatory referrals.

Current patient flow Benefits of assistance of healthcare network:

» Patients will have readily available family doctor to meet their first

Better resources in equipment

; L needs
ﬁ;si zc)afﬁ:s;ﬁt;al doctors but District level « Based on preliminary diagnostic results from family doctors, patients
City level can be redirect to the suitable healthcare institute to further assist
Class Il Hospital their needs
+ Infectious disease or severe disease can be spotted immediately
———_ — and contained by transferring patients to the appropriate hospital

Class Il Hospital Patient flow in USA
[+
Personal |— & — Assisted
;%% Preference Preference
T
QYo

. .. Healthcare Healthcare
Community Clinic
) platform models platform models
Patient groups Physical
L @ B — Examination Mandatory Class lll Hospital
Center t Specialized Doctors
- : ransfer
4
Specialized Hospitals —» HMO: Health
— c . Maintenance
o .
_5 % @ —® % -— I';f)?tltl)yr Organization AR
o9 Patient > 889
o =) L groups 888
Too specialized or a lack of Semi-Mandatory
resources to meet broader —_—l transfer
demands from patients QYQ\ Gate-keeper PSO: Point-of-Service Class Il Hospital
— - Specialized Doctors
Inefficiencies of current healthcare system:
- Patients with all levels of need rush into class Il and class Il hospitals, In-Network
which results in inefficient use of resource. Lo Selection >
» Because of the crowding in class Il and class Il hospitals, patients with PPO: Preferred Provider I I
severe disease and need of specialized doctors do not have readily Organization
accessible service.
* The referral and follow-up consultation show the trend of primary- f
level and municipal-based. Emergency patient flow

Source: Frost & Sullivan Analysis
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Multiple-based Healthcare System

Case Study: “1+1+1” Model- an example of realized municipal-based patient flow in Shanghai

» To optimize the healthcare service model and make the best use of national healthcare funding, hierarchical diagnosis and treatment system
arises. Being the first city with reformation of comprehensive healthcare system, in June 2015, Shanghai first proposed the "1+1+1” contract
service lead and service-level based healthcare service reformation.

» Along with advance multiple-based system like "1+1+1” contract service model, patients with mild disease can be treated adequately and tend to
be follow the suggestion from general doctors to seek regional medical service. Thus, patient flow can be restricted in city-level.

— ”1+1+1” contract service model — o e e e Y M M M M Y M M Y M M M Y Y M o

I « Residents can voluntarily sign contracts with 1 family doctor from community clinic with 1 district-level healthcare hospital and 1 city- I
| level healthcare hospital. |
| * Residents with iliness can first get medical service from readily available family doctors and then based on preliminary diagnostic |
| results, can be redirected to appropriate district-level or city-level hospital in contract with assisted and accelerated transfer. |

/
Manufacturer:

Benefits of “1+1+1” model —— - —
:—"_ I District-Level 1

|
I
I
PHE! I Healthcare Institute
/

I _ |
o b | " Prescription Maintenance I
S e s = + I
Delivery of Upload Prescription |  Prescription from district-level/city-level hospital can be !
Medicine to Portal Sk shared with community clinic with discounted payment |
I of7.03 Yuan in average |
Prescription = 1 o I
Maintenance E. Patient if | - Convenient Referral I
Request = necessary I [
— ) |
Clinic Visit [& City-Level | Transfer to hospital will be accelerated and patient I
Making Record E‘ Healthcare Institute I prioritize to get service from specialized doctors
. ——

Appointment %/) - I |

— + - .
Priority /@7‘ I -" Residence Health Management |
Health s Appointment - |
Asseesasment ’(‘fx I Based on electronic record, family doctors can better |
P E— Family I assess the health status of residents and quantify |

i standard test results

Family Doctors I |

Source: Frost & Sullivan Analysis
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Municipal-based Healthcare System

Municipal-based Healthcare Institution Cluster

the area.

» Leading by Class lll public hospitals, Municipal-based healthcare system consist of several Class Il public hospital community healthcare
clinic (CHC), nursery center, specialized hospitals and professional rehabilitation institutions.
* In the future, the regional healthcare system will be based on city-level hospital cluster, sharing healthcare resources with all members in

Municipal-based Healthcare Institution Cluster

City-Level Reaional
Healthcare Institute IEI Lig:;:;

Class Il

City-Level

Healthcare Institute
Class I

City-Level
Municipal-based healthcare system

Community Community Rehabilitation Specialized
Healthcare Nursery institution Hospitals

I L

Source: Frost & Sullivan Analysis
FROST ¢

Hospital-to-hospital management

Optimize hospital-to-hospital management, improve the efficiency
of information interchange.

Intra-cluster rules

Establish mechanism of obligation and profit distribution, .

Healthcare resource sharing

Optimize healthcare professionals distribution system, improve
medical resourcing and healthcare information sharing.

1 - I
| " Healthcare resource sharing |
_:: I = |
I ,—' Farm-out & collaboration |
S I
1 = Bonding by intra-group property 1
S |
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Municipal-based Healthcare System
Municipal-based Insurance System

system in the future.

» The reimbursement coverage of national health insurance varies obviously from city to city, and the deductible lines, capping lines, and
reimbursement ratios are also quite different between different cities. Government subsidies will be more generous in developed area,
otherwise less. Thus, public health policy is different from city to city, the insurance compensation system is becoming a municipal-based

* In most areas in China, cities are used as the overall planning area for employee health insurance and urban resident health insurance.
Most of new rural cooperative medical insurance system is based on counties as the overall planning area.

Co-movement of 3 Healthcare Factors

Online co-movement of “medicine, insurance and healthcare”

Medicine & Biologics

Health Insurance

—— - — — —— Favorable policies

Online Diagnosis and Treatment

Establish Internet hospital, issue digital prescription.
Online initial consultation and follow-up consultation are permitted.

LT [
] PR

= == = = = = =

Source: Frost & Sullivan Analysis

Healthcare Resource

Healthcare Insurance
Online payment and insurance compensation in follow-up consultation.

Medicine and Medical Devices Sales

Online sales permission of prescription medicine on third-party platforms.|

FROST ¢

Breakdown of Regional Healthcare payment s

1

= == == == == =

Regional
(municipal )
Reimbursement

National
Reimbursement

Patient Social
Self-out-of- supplementary
pocket healthcare
Payment insurance

* The medical industry is a typical three-party market of supply, |

demand and payer. As the main payer of healthcare service,
various healthcare insurances raise their fund municipally
and spend money via insurance compensation system on
city-level as well.
Medical services are subject to supervision by both national
regulators and local medical regulators municipally.
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Municipal-based Healthcare System Enhance

» Due to obviously difference between cities with financial differentiation, disequilibrium of regional healthcare supply-demand is becoming
a acute problem.

» The co-movement of Municipal-based patient flow, insurance system and healthcare institution cluster lead to the formation of municipal-
based healthcare system, which contribute to healthcare reform in China by integrated healthcare alliance.

O

Healthcare Reform in China

______ ~
@ Integrated
I Healthcare
! Municioal S ——— s
Digital | unicipal-
1 I based
Healthcare |
I healthcare
Platform I I
| : system
: Municipal- Municipal- MLI;I::;TI- :
| based patient ingsfae:ce healthcare I
\ flow svstem institution 1
S y luster 7/

Co-movement

Source: Frost & Sullivan Analysis
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Updated

China Digital Hospital Operation Solution Market, 2019-2030E

« With the promotion of digitalization of hospital operation, China digital hospital operation solution market has surged since
2019. It increased from RMB30.4 billion in 2019 to RMB74.2 billion in 2024 at a CAGR of 19.5%. The market size is
expected to rise to RMB198.2 billion by 2030 with a CAGR of 17.8% from 2024 to 2030.

China Digital Hospital Operation Solution Market , 2019-2030E

Period CAGR

2019-2024 19.5%

2024-2030E 17.8%
198.2

170.7
Unit: Billion RMB
124.9
105.9
89.1
74.2
52 6 61.0
359 44.0
4-_-J30.4 | . l

2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Source: Annual reports, Public information, Frost & Sullivan analysis
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Growth Drivers of China Digital Hospital Operation Solution Market

Favorable Policies

Hospitals’ need for
Cost-effective
Digitalization Solution

Multi-practicing
Demands

Source: Frost & Sullivan Analysis

In the recent years, a serious of policies relevant to digital hospital operation solution were
introduced. These policies encourage the internet hospital development as well as the hospital
digitalization, which raise the demand of digital hospital operation solution.

Due to limited profitability of hospitals after China’s healthcare reform, hospitals require to reduce
the operational cost to minimize the adverse effects of profitability result from the lower hospital
income. Hospitals, especially small or private hospitals, have the needs for digitalization but have
limited budget to the digitalization infrastructure. Thus, small hospitals desire low-cost solutions
to facilitate digitalization construction. Digital hospital operation solution is cost-effective, since it
provides Cloud Saa$S solutions preventing the requirement of expensive digitalization
infrastructure.

As physicians in China are allowed to engage in multi-practice, they seek platforms that enable
them to practice in multiple locations and increase their income. The demand for multi-practicing
stimulates the construction of Internet hospitals by medical institutions, as they aim to attract
high-profile medical professionals to their platforms
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Future Trends of China Digital Hospital Operation Solution Market

Increasing
Penetration of
Internet Hospitals

Customized Digital
Hospital Operation
Solution

Enhancing Specialty
Construction

More Balanced
Distribution of Medical
Resources

Source: Frost & Sullivan Analysis

The rise of internet hospitals leads to a growing number of follow-up visits transfer from offline
hospitals to online internet hospitals. Additionally, the increased awareness and utilization of
internet hospitals has led to a surge in online consultations. This trend is expected to continue,
driving further penetration of internet hospitals. As such, hospitals require more digital hospital
operation solutions to facilitate their digital transformation.

Given the diverse requirements of public hospitals and private medical institutions in terms of
institutional operation, digital hospital operation solutions are poised to offer customized services
through the integration of selected modules for each individual customer.

The development of hospital marketing has led to a greater demand for digital hospital operation
solutions that can aid hospitals in constructing and developing their advantageous specialties,
highlighting their strengths and ultimately attracting more patients.

The emergence of Internet hospitals allows patients from rural and distant areas to experience
more premium medical resource by consulting physicians from higher class hospitals. It
alleviates the uneven distribution of medical resources and benefits patients from less developed
areas.
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Overview of Digital Medical Service Platform in China

+ With the advancement of digital technology, medical services that conventionally take place offline is enabled online. The entire process from
registration to medicine pick-up can be digitalized, resolving the current pain points of medical services. In specific, patients from areas with
limited medical resources will be able to seek for diagnosis online, overcoming the problem of uneven distribution of medical resources. In
addition, patients who suffer from less severe disease can ask for diagnosis online rather than go to high-class hospitals, which alleviate stress
of top hospitals, sparing more resources for treating intractable diseases and promoting a tiered medical system.

» Doctors from large hospitals can build their personal brand using the integrated brand development tools to help patients better know their
strength, raise their number of registrations/consultation and increase their income through registration online consultation.

Flow of Digital Medical Service
Registration Diagnosis

= gﬁ)

Makmg online Consult the doctors Get electronic Placg drug orders
appointment/ . L online and get
. : online prescription .
registration delivered
Online Communication Medi_cal
Service
. M_anage . Dlagn_ose pgtlents Give out electronic Monitor patients to Platform
registrations/appoint and give guidance oo
: . prescriptions follow the treatments
ments online online

Doctor’s Branding Service

Propagation Review doctors’ channel or articles to

» learn medical knowledge, know the
strength of each doctor and motivate
future registration of specific doctors

g Prepare medical knowledge

popularization videos, articles and etc.
using integrated branding platform

Doctors

R ——

Source: Frost & Sullivan Analysis
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Development of China Digital Medical Service Market

o Unregulated Stage e Exploratory Stage e Regulated Acceleration Stage

With wider internet accessibility,
pioneer attempts are given by
some medical institutions to
leverage internet on medical
service. Digital medical service at
this stage are less diverse and
underregulated, and mainly focus
on simple inquiry and online
review systems.

The first batch of internet hospitals
were established, including
Wuzhen Internet Hospital,

Yinchuan Intelligent Internet
Hospital, etc. The conventional
hospitals also attempted to extend
medical service provision from
offline to online.

Following the encouragement of
‘Internet + Health Care’

a set of three trial policies! was given
out by NHC and NATCM, marking the
onset of expediated development of
digital medical service market with
regulations guide the practice.

before 2014 2014 2015 2017 2018 - present

o Policy Tightening Stage

9 Sprouting Stage

The concept of 'remote healthcare

service' was first proposed from A set of tightening policies? was
national level through Opinions on released by the official, proposing the
Promoting Remote Healthcare Service suspension of previously approved
Offered by Healthcare Institutions internet hospitals. Such an
( (BEHEZ R THEHETTIETE unfavorable policy environment
ETIRSZAIEIN) ), embleming the initiated a difficult time for digital
inception of early digital medical medical service market.
service.

1. (BEEWEREE (247) ) (BRRETEEDNE (#7) ) (TREETRSEENE (4/7) ) ;20 CCHEREERMZTERNE (47 (ERER) ) CRFtEHaRMET
REREIERN (ERER) BEUAIE)

Source: Frost & Sullivan Analysis
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Values of Doctors in Digital Medical Service Platform

Digital hospital operation can empower doctors through personal IP construction and private traffic management and operation. It assists
doctors to earn extra earnings from online consultation and maintain the relationship with patients to enable sustainable earnings from

follow-up visits.

Disease prevention and
management popularization
through short videos or
advertorial on social media to
develop personal brand of
doctors.

Personal reputation attracts
more patient visits, especially on
the online platforms, boosting
doctors’ extra income through
online services.

Source: Frost & Sullivan Analysis

Personal IP
Development

FROST ¢

Digital

Private Traffic
Management

SULLIVAN

Forming chat groups of patients
with the same symptom using
private traffic to enhance the
personal brand through sharing
popularization content and
online Q&A.

—~

Maintain a stable relationship
with patients through reminders
of consultation hour and daily
interactions with patients within
the private group.
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Consumer Healthcare Services

Consumer healthcare service is closely related to healthy life, focusing on advocating healthy lifestyle, improving health protection, and

building a healthy environment.

--------------

Feature

Steady

growth rate
A

Health A A
Insurance
exclusion

Large
pool of
customers

Health insurance exclusion

* Products excluded from
health insurance,
independent pricing power,
unaffected by fee control
policy and production barriers

Large pool of potential

customers

* The product has a large
audience, but the penetration
rate is relatively low, and
there is more room for growth

Steady growth rate

» With the release of demand,
a high growth rate can be
maintained.

--------------

Category

Medical
Cosmetology

Medical Cosmetology refers to a series of treatments for the
purpose of changing the external shape and color of the human
body and enhancing the beauty of the human body through
medical means, including drugs, instruments, and operations.

Medical Tourism

Medical tourism refers to people traveling abroad to obtain medical
treatment. The motivation may be also for medical services
unavailable or non-licensed in the home country.

Elderly care is the fulfillment of the special needs and requirements
that are unique to senior citizens. This broad term encompasses
such services as assisted living, adult day care, long term care,
nursing homes, hospice care, and home care.

Health consultation is a meeting a patient have with a health
consultant with the hope of getting advices on health enhancement
but not receiving medical treatment.

Postpartum care is a service provided to individuals in the
postpartum period, to help with postpartum recuperation and
restoration.

Rehabilitation
service

Rehabilitation encompasses a wide range of activities including
rehabilitative medical care, physical, psychological and support
services. People with disabilities should have access to both
general medical care and appropriate rehabilitation services.

Source: Frost & Sullivan Analysis
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Overview of Health Management

* Health management refers to a process of comprehensive management of individual or population health risk factors. Its purpose
is to mobilize the enthusiasm of individuals and collectives, and to effectively use limited resources to achieve maximum health
effects.

Health Health
education intervention

* Basic Information . Current physical

* Health checkup condition * Healthy body
 Family history « Probability of a * Sound personality
» Past medical history certain disease in the * Mental health

« Current illness future

* Living habit

Source: Frost & Sullivan Analysis
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Personal Health Management

» Personal health management is to provide professional health management services such as health education, health evaluation,
health promotion, health tracking, health supervision, and medical escort based on data analysis of personal living habits, personal
medical history, personal health examination, etc.

Healthy people: The health-loving group has realized the importance of health, but due to insufficient
health knowledge, they hope to receive scientific, professional, systematic, and personalized health
education and guidance, and plan to pass regular health assessments to maintain a low risk of health
hazards Level, enjoy a healthy life.

1
Sub-healthy people: People with symptoms such as weakness of limbs, exhaustion, and poor :
sleep. Due to different industries, pressure from social competition and family burdens, | :
understand that | am in a sub-healthy state but | don’t know how to improve, and | strongly demand :
measures to improve work efficiency and overall health. :

|

Diseased people: Groups who wish to actively participate in their own health improvement during
treatment. The clinical treatment process needs to be accompanied by comprehensive improvements in
the living environment and behavior, so as to monitor risk factors, reduce the risk level, delay the progress
of the disease, and improve the quality of life.

Source: Literature Review, Frost & Sullivan Analysis
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Overview of Digital Health Management

« Digital health management service refers to a series of products and services that promote health and prevent diseases by digital means.
It covers the whole process of comprehensive monitoring, analysis, evaluation, consultation and guidance of health, and services
provided to health insurance products.

* The emergence of digital technologies greatly promotes the development of digital health management services, benefiting not only
patients but the overall population.

Evaluation

- Based on health related data collected and
comprehensive algorism, remote risk assessment and

overall evaluation are conducted

Analysis Consultation

- Signals detected through sensors and ’ - Advice is provided based on
then uploaded to online platforms evaluation results
it

- Health data analyzed by Al - Online interactions are realized

- Visualized through APP through digital platforms

Health

Monitoring Guidance

- Wearable health monitoring - Doctors are able to engage with patients
system: continuous glucose and come up with plans
monitoring etc. g - Raise health awareness and

- Health applications that track consciousness among population

condition and physical indicators

Source: Frost & Sullivan Analysis
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Pain Points of Personal Health Management

Weak Awareness of
Personal Health
Management

Single and Limited
Functions of Smart
Health Products

Lack of Industry
Standards for Health
Management

Source: Frost & Sullivan Analysis

* Inrecent years, the incidence of chronic diseases in China has been increasing rapidly. The
reason is that people's health literacy is weak. Unregulated diet, not paying attention to exercise,
not paying attention to the adjustment of mental state, and being indifferent to the results of the
physical examination, which lead to the high incidence of chronic diseases and the younger
generation.

+ At present, the form of smart health product development is generally relatively single, with
limited functions and services, and there is a gap between the concept of diversified health. The
dimensions of product data input are limited, there is a problem that only records cannot be
intervened, and applications are limited.

» A standardized health management theoretical framework has not been formed, lacking
systematic and authoritative theoretical support. The concept of healthy consumption and
publicity are confused. There is no national standard for health assessment, identification and
management. Health assessment, maintenance, and management techniques and methods are
uneven. There are no industry associations and societies with the authority of health
management.
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China Digital Medical and Healthcare Service Platform Market, 2019-
2030E

» Digital medical and healthcare service platform market consists of digital medical service platform and digital healthcare service
platform. Digital medical and healthcare service platform serves physicians with personal brand construction and patient
management, meanwhile, it serves users with online appointment, diagnosis and treatment to improve treatment efficiency. In
addition, it also serves healthcare institutions with online traffic redirection by leveraging precise online marketing and promotion to
their users. Also, it suggests its users the appropriate institutions based on their requirement and user behavior.

+ Because of the trend of digitalization, it is shown that market size of China’s Digital Medical and Healthcare Service Platform has
taken up a continuous increase from RMB24.4 billion in 2019, and have reached RMB146.1 billion in 2024, with a CAGR of 43.1%.
It will further boost up to RMB541.9 billion in 2030 with a CAGR of 24.4%.

China Digital Medical and Healthcare Service Platform Market, 2019-2030E

Period CAGR
2019-2024 43.1%
2024-2030E 24.4%

Unit: Billion RMB 541.9
443.9
291.7
233.7
146.1 185.7
113.8 '
24.4 40.4 ]
_—___-
2019 2020 2021 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E

Source: Annual reports, Public information, Frost & Sullivan Analysis
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Entry Barriers of Digital Medical and Healthcare Service Platform

Market

Platform Recognition

and User Trust

Connection with

Medical Resources

Source: Frost & Sullivan Analysis

The nature of medical and healthcare services makes platform recognition and user trust crucial for
the business sustainability of digital medical and healthcare service platforms. Building recognition
and trust among users is a time-consuming and delicate process. Newly launched platforms often
require a period of time to cultivate customer habits and construct their brand. Consequently,
compared to well-established platforms, new entrants generally face greater challenges in promoting
their brand and acquiring customers.

The availability of medical resources is essential for the overall operation and service delivery of
digital medical and healthcare service platforms. This encompasses medical and healthcare
institutions, medical professionals, and the range of medical and healthcare services offered. In
addition to essential medical care, there is a growing demand for preventive healthcare services and
health management services, designed to detect and cure diseases at an early stage. Therefore,
market participants who encompass consumer healthcare services, such as physical examination
and health management services, hold a pivotal advantage within the market landscape. In contrast,
new entrants encounter challenges in furnishing comprehensive medical resources on their platforms.

FROST ¢& SULLIVAN 113




Growth Drivers of Digital Medical and Healthcare Service Platform

Market

Increasing Demands
for Digital Medical and
Healthcare Services

Prosperity and Synergy
of Other Segments in
Digital Healthcare
Integrated Service

Increased Awareness
of Health

Increased Attention
on Consumer
Experience

Source: Frost & Sullivan Analysis

Affected by COVID-19, Chinese government has introduced policies to encourage remote
consultation and medical services since February 2020, so that residents' medical habits have
gradually shifted to online. At the same time, influenced by cultural and technological
environment, younger consumer groups are more willing to try efficient digital medical treatment
methods, and are more likely to pay attention to their own health status and seek medical
treatment.

Together with digital hospital operation solution, these solution and platforms will form a closed
loop in the digital healthcare service market to form a synergy that can facilitate diverse medical
and healthcare services with connections. The development of other segment will also contribute
to the development of digital medical and healthcare service market.

Since “Healthy China 2030” Blueprint proposes the principle of focusing on disease prevention,
as well as the chronic disease occurs at younger ages, individuals are paying more attention to
health. The focus is shifting from disease treatment to disease prevention and health
management. Consequently, there is increasing demand for individuals to periodically visit
healthcare institutions, such as medical examination centers, dental clinics etc. By leveraging
online traffic re-direction and precise marketing of , individuals can easily find suitable healthcare
institutions and healthcare institutions can target their potential customers, which further
promotes the growth of digital medical and healthcare service platform market.

As the medical and healthcare service market becomes increasingly competitive, customers are
placing greater emphasis on service experience. This includes an improved appointment system,
more detailed information about physicians, and advanced follow-up health management
systems. A digital healthcare service platform can assist institutions in implementing all of these
functions and ultimately benefit customers.
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Industry Landscape of Online Marketing Solutions

Major Player

Background

Established and operated the largest online registration platform in China, and also focusing on the
provision of cloud Saa$S service, established in 2005, headquartered in Shenzhen, Guangdong
Province.

2024 Revenue
(Million)

118.5

7

ERSE

ediive.cn

A listed company on HKEX, established in 2006, headquartered in Beijing, mainly focusing on digital
medical marketing services for pharmaceutical and medical device companies; continuing medical
education, clinical decision support and professional medical information for healthcare professionals;
disease management services for patients.

512.5

MedSci

A listed company on HKEX, established in 2012, headquartered in Shanghai, mainly focusing on
medical content creation and industry research services for pharmaceutical companies and medical
device companies; clinical research and development services and medical academic services for
healthcare professionals; real world study services pharmaceutical companies and medical device
companies.

115.1

EIHER

longmaster

A listed company on SZSE, established in 1998, headquartered in Guiyang, Guizhou Province,
mainly focusing on the provision of online marketing solutions and online appointment and
consultation.

63.8

A listed company on HKEX, established in 2001, headquartered in Fuzhou, Fujian Province, mainly
focusing on the provision of online marketing solutions, online appointment and registration, and
health management.

78.0

A non-listed company established in 2010, headquartered in Hangzhou, Zhejiang Province, mainly
focusing on the provision of cloud hospital platform services and online appointment, registration and
consultation.

~250

B D B %

A non-listed company established in 2015, headquartered in Beijing, mainly focusing on the provision
of Internet hospital services, DTP pharmacies and medical insurance.

Note: As of December 31, 2024.

Source: Company websites, Public information, Frost & Sullivan Analysis
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Industry Landscape of Digital Hospital Solutions

The Number of Cooperated
Hospitals

Major Player Background

Updated

2024 Revenue
(Million)

Established and operated the largest online registration platform

7 ol in China, and also focused on the provision of cloud SaaS 14.258 69.3
IEES] service, established in 2005, headquartered in Shenzhen, ’ '
Guangdong Province.
A listed company on HKEX, established in 2011, headquartered
Eﬂﬁ in Shanghai, mainly focusing on the provision of cloud hospital 2610 ~100
XIKANG platform services, cloud healthcare services and smart ’
healthcare product.
1]5» A listed company on SZSI_E, established in 2004, headquartered 10,000 (including medical
DEE in Shanghai, mainly focusing on the provision of medical and institutions) 2,782
Winning Heath healthcare informatization solutions, such as smart hospitals.
A listed company on SSE, established in 2005, headquartered
@ in Beijing, mainly focusing on the provision of electronic medical 1600+ (including medical
. . S 591.9
SFEE record platform, hospital data center and smart hospital institutions)
coommEr solutions.
S A listed company on HKEX, Established in 2014, headquartered
Cftb ?Sﬁ“ﬁ in Zhejiang Province, mainly focusing on digital chronic disease 2,719 ~2,400

management solutions.

Note: As of December 31, 2024.

Source: Company websites, Public information, Frost & Sullivan Analysis
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Major Player

Background

Established and operated the largest online
registration platform in China, and also focusing on the

Industry Landscape of Online Healthcare Services

The Number of

Cooperated Hospitals

Updated

Revenue Under Online
Healthcare Services
(Million)

PEAEY] provision of cloud Saa$S service, established in 2005, 14,400 898.3 3.6
headquartered in Shenzhen, Guangdong Province.
A listed company on HKEX, established in 2011,
E.Eﬁ heac?q.uartered in Shanghal, mainly focu.smg on the 2.986 142 4035
XIKANG provision of cloud hospital platform services, cloud
healthcare services and smart healthcare product.
A listed company on SZSE, established in 1998,
IJ BRIEES headquartered in Guiyang, Guizhou Province, mainly 1300+ o4 2192
longmaster  focusing on the provision of online marketing solutions ’
and online appointment and consultation.
A listed company on SZSE, established in 2004,
<]I-‘p headquartered in Shanghai, mainly focusing on the 11,000+ (including medical
L . . - A, N/A 336.8
DFRER provision of medical and healthcare informatization institutions)
Rrosieats solutions, such as smart hospitals.
A listed company on HKEX, established in 2001,
7"‘ headquartered in Fuzhou, Fujian Province, mainly
/i focusing on the provision of online marketing solutions, 11,762 889 137.6
%ZZD;BM online appointment and registration, and health
management.
A non-listed company established in 2010,
i headquartered in Hangzhou, Zhejiang Province,
mﬁf@ mainly focusing on the provision of cloud hospital 8,100+ 318 ~400
e platform services and online appointment, registration
and consultation.
\ A non-listed company established in 2015,
< headquartered in Beijing, mainly focusing on the 700+ 310 05

B B %

provision of Internet hospital services, DTP
pharmacies and medical insurance.

Note: As of December 31, 2024.

Source: Combpanv websites Public information Frost & Sullivan Analvsis

FROST ¢

SULLIVAN

118



Industry Landscape

Sub-industry

Online
Marketing
Solutions

Type of Marlet Players

Digital medical service companies, such as
companies with online appointment and
registration, digital medical information
companies, such as companies provides
healthcare information and articles, digital
retail pharmacies, as well as social media.

Intensity of Competition and Industry Position of our Company

Online marketing solutions involve third-party marketing solutions provided to medical
institutions, physicians and healthcare products.

The market is quite crowded because of the diversified types of market players involved,
and their respective marketing emphasis varies. Digital medical service companies mainly
focus on online marketing solutions for healthcare institutions, specialties, and physicians.
Digital medical information companies mainly focus on healthcare information spreading,
which can assist physician marketing and healthcare product marketing. Digital retail
pharmacies can provide online marketing solutions to healthcare products. Social media
mainly focus on marketing solutions to physicians and products.

Company, as both digital medical service company and digital retail pharmacy, it covers all
of online marketing solutions to medical institutions, physicians and healthcare products.

Digital Hospital

Specialized health-tech companies, which
provides digitalization solutions to healthcare
institutions through cloud or built-in platform,

Digital hospital solutions involve digitalization platform, such as Internet hospital and
hospital management system, provided to healthcare institutions to improve their efficiency
and patient experience.

The market is relatively concentrated at the top players within the region. As top players
usually start their business in certain regions to form local synergies and then further

Solutions as well as hgglthcare T sqlutlon provuljers,. expand to the surrounding areas, the current Chinese market are mainly dominant by few
such as traditional IT solution companies with . . . .
business footprint in the healthcare industry top players in their respective regions.
’ Company ranked first in Shenzhen in terms of number of connected hospitals, and further
expand its business to other cities like Changsha as well, which is also a top player in China.
. Online healthcare services involve online medical consultation and diagnosis service.
Online Digital medical service companies which The market is quite fragmented with dozens of players, major players with a larger number
Healthcare provide online medical consultation and of connected medical professionals are preferred indicating broader medical resources.
Services diagnosis Company is a leading player in terms of connected medical professionals with 686 million

medical professionals as of 20221231.

Source: Frost & Sullivan Analysis
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Connected Accumulated

. Total Gross Profit/Loss Net
Cooperated Medical . C Number of
. . Revenue Profit for the year asset/liability .
Hospitals Professionals Registered

(thousand) (million) Margin (million) (million) Users (million)

Major Player Background

Established and operated the
largest online registration platform
in China, and also focused on the

' provision of cloud SaaS service, 14,258 730+ 628.6 21.8% -106,2 -40.6 46.6
established in 2005,
R headquartered in Shenzhen,

Guangdong Province.

A listed company on HKEX,
Established in 2014,
D B e fooeimeon 2,719 102.6 36905 24.6%  -327.3 1,765.3 31.2
digital chronic disease
management solutions.

A listed company on HKEX,
established in 2011,

‘JL headquartered in Shanghai,
rﬁﬂ)ﬁ mainly focusing on the provision 2,610 130 537.7 30.6% -154.9 433.7 47.2+
XIKANG of cloud hospital platform services,

cloud healthcare services and
smart healthcare product.

A listed company on HKEX,
Established in 2015,
— headquartered in Guangdong
JOEHIEE  Province, mainly focusing on N/A* 212 2,434.3  20.0% -196.8 -1901.5 42.7
chronic disease management to
address the needs of patients with
chronic diseases.
A non-listed company established
in 2001, headquartered in Fuzhou,

. Fujian Province, mainly focusing
IEFRZHE  onthe provision of online 11,000 850 12445  32.0%  -313.9 -50.4 180
marketing solutions, online
appointment and registration, and
health management.

A listed company on HKEx

03_5 established in 2014,

— headquartered in Beijing, mainly

foousing om the provision of 020 N/A 1.2+ 4,856.8  31.1% -230.9 3064.8 41.5
healthcare services, including

digital retail pharmacies.

Established in 2015, provide

integrated digital pharmaceutical
Dlatiorm sorving buSinesses FNAG o NA (189723 103% 32065 1,883.5 065

outside of hospitals




Comparison for Digital Integrated Service Industry

Revenue from Gross Profit
digital Margin of Profit/Loss for Net asset/liability as a
integrated digital the year Whole
service integrated (million) (million)
(million) service

Accumulated
Number of
Registered

Users (million)

Major Player Background

Established and operated the largest online

r’ registration platform in China, and also
focused on the provision of cloud SaaS 46.6 177.6 72.4% -106,2 -40.6
5 service, established in 2005, headquartered

in Shenzhen, Guangdong Province.

A listed company on HKEX, established in

2011, headquartered in Shanghai, mainly

G}EE focusing on the provision of cloud hospital 47.2+ 537.7 30.6% -154.9 433.7
platform services, cloud healthcare services
and smart healthcare product.

A listed company on HKEX, Established in

2015, headquartered in Guangdong Province, Around

mainly focusing on chronic disease 427 914 o -196.8 -1901.5
management to address the needs of 83.0%

patients with chronic diseases.

S312

Il

Note: As of December 31, 2023. FROST @’ SULLIVAN 121



Comparison for Healthcare Product Distribution Industry

Revenue from product sales Gross Profit Margin Net Profit Attributable to Net asset/liability Attributable to
np o 9 Shareholders of the Parent Shareholders of the Parent Company
(million) (%) i i
Company (Million) (million)

Major Player

The Company 451.0 1.9% -106,2 -40.6

Baifeng Pharmaceutical Co.,

Ltd 295.6 13.7% 8.7 106.3
Ruilang Medicine Co., Ltd 1248.7 5.9% 9.7 155.8
Zhongrui Medicine Co., Ltd 600.7 13.4% 35.6 193.6
TongkeSupplyChainCo., Ltd 656.2 10.6% -22.3 288.0
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Confirmation - |

* In recent years, the competent authorities have issued a series of laws, regulations and industry norms to clarify the specific
requirements to China's digital healthcare service providers. These raises the industry entry barriers, standardizes the company’s
operational mode, promotes healthy competition between service providers and enables a favorable environment for the
development of the industry.

* We are a leading digital healthcare and wellness service platform in China.
« proficiently addressing diverse sectors within the healthcare and wellness industry in China

* Hierarchical medical system: Patients in China often lean towards seeking medical services from higher-tier hospitals, even for
basic healthcare needs. This tendency has led to an uneven distribution of medical resources.

» We are a pioneering industry leader in the digital healthcare integrated service industry in China, according to Frost & Sullivan.
* we have established leadership in the digital healthcare integrated service industry in China

» Our roots are deeply planted in Shenzhen, where we have steadfastly established an unequivocal leadership position within the
local digital healthcare integrated service industry.

» This accomplishment outperforms the industry average of the digital healthcare integrated service industry in China

» Additionally, we guide individual users who are readily willing to pay to appropriate medical and healthcare institutions for self-
funded medical services, contributing to reducing public health expenditure.
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Confirmation - Il

» According to the “2023-2024 CHIMA CIO Report,” 65.0% of Class Ill hospitals and 82.9% of hospitals classified as Class Il or below
had not yet adopted cloud services by the end of 2023. In addition, the market potential for the digital medical and healthcare
service platform in China is driven by the rapidly growing number of online healthcare service users, which reached 417.7 million as
of December 31, 2024, with a utilization rate of 37.7%, as well as the increasing online marketing expenses spent by private medical
and healthcare institutions, which accounted for over 60% of their total marketing expenses in 2024.
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