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L.E.K. Consulting is a global strategy consulting firm with significant coverage in healthcare

Est. 1983

21 offices

©

o
N 210 partners

AR5 ~2,000 staff

Healthcare services
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L.E.K. Healthcare covers all parts of the healthcare ecosystem with deep expertise across all major
practice areas

L.E.K. Healthcare Sector Overview

V

Life Sciences Biopharma ——> Life Sciences Enablers = Medtech & Supply Chain — Healthcare Services

L.E.K. Vertical Practices

0% [ E

Diagnostics & . Healthcare .
Research Tools Pharma Services Medtech Supply Chain HCIT Providers Payers

% & 5 (88

Cap Pharma Large Pharma

Life Sciences

L.E.K. Horizontal Practices

Investors & Advisors (e.g., Private Equity)

Organization & Performance (O&P)

Consumer Healthcare

NN
L J_JL

Digital Healthcare

Healthcare Insights Center (HIC)
L.E.K. Capabilities

« ~75 full-time healthcare-focused Managing Directors / Partners globally across 9 vertical and 4 horizontal practices

* Hundreds of dedicated healthcare consulting staff across the world (plus hundreds more in critical supporting functions)

Global network of 10,000+ healthcare industry executives, experts, clinicians, thought leaders (for research and industry insights)
Hundreds of projects per year with a diverse range of large-cap, mid-cap and PE-backed clients

Industry-leading thought leadership and IP (e.g., best-in-class methodologies, benchmarks, market fact-bases, industry surveys)
Recognized as a leading advisor for growth strategy, M&A support and solving key strategic and complex business issues
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We help our clients to address key strategic and operational issues and deliver value-
creating growth

Corporate Product & Operational Transaction
strategy franchise strategy | excellence support’
x9 ]
2 v (2 VAL G- v O v
® Industry trends and evolution ® Market sizing and ® Performance improvement ® Target screening &
e Growth opportunities analysis | segmentation | - relative cost position § identification
® Therapeutic area - ?;:gzltﬂperé?ilsélgg selopment _ twurnarounds § - products
diversification | i i izati i | - partners
R | - market share assessment - organization and design 3 _ P _
® Sector diversification | - performance thresholds | - operational effectiveness | ® Bidder screening and
® International expansion - ][_evenl_Je foreca_sting - measurement & incentives ldengflcztlond'l'
- - : - 1 1 .
e Portfolio planning and 3 |nanC|§1I moctjjellng_(_el_\lPV) ‘ e Cost reduction Vendor u.e ||ger1(?e
strategy | - scenario and sensitivity | e Commercial due diligence
_ ‘ analysis | - overhead / SG&A _ o
® Innovation strategy . S : . o ® Fairness opinion
, ® Competitive positioning 3 - inventory optimization o
e QOutsourcing strategy - : 3 : ® Litigation support
_ N ® Pricing and reimbursement ; - sourcing and procurement o
® \Whitespace opportunities _ 3 . ® Negotiation & term sheet
_ : ® Launch planning ; ® Supply chain management ; t
® Shareholder value creation | c alisati , i role of technol § suppor
| e Commercia |sa'F|or1 optlons § - | ology | ‘ - deal terms analysis
® Sales force optimization § - pllannlng an(.j execution - dynamic valuation tools
® Brand management § - allgnr'r?ent. with channels e Post-merger integration
® Lifecycle management | - globalization
® Global expansion - distribution / cold-chain
mgmt ™
Note:  * Transaction types include: M&A, partnerships (discovery, development, commercial), joint ventures, divestitures / spinoffs, and royalty monetization L E K
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L.E.K. is watching a number of key themes for 2024

Healthcare market Anti-corruption Pricing and access New technology
growth campaign dynamics controls enablers
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China pharmaceutical market is expected to reach ~USDbn170-180 in 2025, while other APAC
countries collectively represent a pharma market of similar size with China

Healthcare market growth

Top 10 Pharmaceutical Markets (2025F)
USD Bn

B South Korea
20
230 China Japan
_ mainland 85bn
India  170-180
30
SEA
40

2022: ~145
2023E: 150+

@ North America

@ Europe

Asia Pacific

@ Latin America

Note: Germany, France, Spain, Italy

Source: IQVIA, L.E.K. IP and analysis I E K ™
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In the medtech market, China is expected to remain a leading global source of market growth

Healthcare market growth

Medtech market size of key economies

(2011-30F)
Billions of USD 2011 2021 2030F CAGR
Global 2020-30
oba 353 510 770
total
usS 113 us 182 us 278 5%
Germany fm————- i China China i @
Major | R S S B
markets Japan : Germany Germany 5%
B i |
I China F------ : Japan Japan 2%
e ——
France France France 5%
China’s
percentage @

Source: China International Import Expo Exhibitor Alliance Medical Device Committee (November 2022), L.E.K. research and analysis I E K ™
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Further significant increase in healthcare expenditure could be challenging considering the
economic slowdown and the perceived effectiveness of the healthcare system

Healthcare market growth

Life expectancy and health expenditure per-capita comparison across countries (2022)

Life expectancy at birth
85 - o

South Korea (10%) g Japan (12%) g Australia (10%)
Iltaly (9%) ® _ K (11%) @ © Canada
80 - ¢ ® France (12%) ' Ye 0
Denmark ermany (13%)
® China (7%
(7%) U.S. (17%) ®
75 - @® Poland
Peru ® Romania
70 - Mexico
@® Indonesia
India (3%
o5 - (3%)
L @® Asiacountry @ North Amercia South America @ Europe @ Ocenia
(x%) healthcare expenditure as percent of GDP
O L] L] L] L] L] L] L] L] L] L] L] 1
0 1 2 3 4 5 6 7 8 9 10 11 12

Health expenditure per capita, USD k

Source: OECD data, L.E.K. research and analysis I E K ™
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Public hospitals still have a passive outlook for this year; forward looking view is brighter

Healthcare market growth

Public hospital budget outlook - China* Private hospital profitability/EBITDA - China**
Percentage of respondents Percentage of respondents
Dec. Today Today
2020 (N=53) (N=20)
Today Today
(N=95) (N=25)
Today Today
(N=78) (N=60)

Next 3 years
(N=58)

Next 3 years
(N=72)

- Budget surplus - Balanced budget |:| Budget deficit - Positive profitability/EBITDA |:| Negative profitability/EBITDA

Note:  *Question: What is the level of budget surplus/deficit incurred by your hospital today? 7£ A FATEIE R EERHITE R K/FRF 2%V ? Responses with “ do not know/prefer not to disclose” have been excluded
**Question: What is the EBITDA margin/profitability level of your hospital? #Fr ZEHIBE PRI ZE A SR ATFIE (EBITDA) 7K F (RitFE. . rIBRMESS) aifif? Responses with “I do not know/prefer not to disclose”
have been excluded

Source: L.E.K. 2021, 2022 and 2023 APAC Hospital Priorities Survey I E K ™
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In terms of capital market, after a decade-long increase, PE / VC biotech deal volume and size
In China market have decreased significantly

Healthcare market growth

Biotech PE/VC deal volume in China*

(2014-23, as of 23" October)
Number of deals

700 1
600 -
500 A
400 A
300 A
200 A

100 -

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023YTD

# of deals with

26 44 59 58 77 70 147 201 120 37 .
disclosed deal value

Total disclosed deal

2 5 7 9 20 16 60 88 40 8 value (Bn of RMB)

Note:  * Including all pre-IPO financing events

Source: China Venture, L.E.K. analysis E K ™
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Most Hong Kong 18A listed biotech experienced valuation adjustments in the past 2 years;
gradual valuation rebound is on-going

Healthcare market growth

Stock price of 32 HKEX 18A listed biotechs*

(as of Oct. 20th, 2023)
RMB per share

120 -
RemeGen
100 - REEY
80 A
Keymed
60 Ri&IE
) "‘ /-\I'le

40 Akeso

Nl (VA NPy v

W W ' Ascentage
" TREEH

O = e = == = = = ——— = = = ——— _— = -

2021.07.01 2021.09.01 2021.11.01 2022.01.01 2022.03.01 2022.05.01 2022.07.01 2022.09.01 2022.11.01 2023.01.01 2023.03.01 2023.05.01 2023.07.01 2023.09.01

Note:  * Excluding HKEX 18A listed companies whose main business is not pharma-related; BeiGene, Innovent, Junshi, CanSino and Henlius have been moved to the main board

Source: HKEX, Wind, Capital 1Q, L.E.K. research and analysis I E K ™
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Market consensus continues to favor long-term rational growth of Chinese biotech

Healthcare market growth

Market views on biotech outlook

Valuation rebound * The valuation adjustment since
second half 2021, triggered by govt’s
increased requirement on

/\/ therapeutical innovation and global
economic downturn, will presumably
reverse to growth trajectory in 2024

* The long-term growth of Chinese
biotech are still expected considering
innovation upgrade and multiple
financing sources (e.g., license-out)

Rational investment . The fundings would turn towards those

X o« V assets with true innovation (Me-
better, First in Class, Best in Class)
X and companies would rationalize
X their trial plans

Source: Wind, RA Capital Management, Brownstone Research, Frost & Sullivan, L.E.K. analysis

‘ ‘ Market feedback

“... We see 2023 as a year of rebuilding for Biotech sector, with continued positive
clinical study readouts and large M&A underscoring sustained innovation still needed
to grow share momentum over the next 12-18 months ... On the deal front, we expect
this also to pick up (but likely weighted towards 2H23/1H24e) ...”

- BofA Securities, Alec Stranahan, Analyst

“... I think there is a good chance that the biotech sector will rebound strongly from
the downturns and may have already begun its climb ...”

- RA Capital Management, Peter Kolchinsky, Partner

“... | believe we're on the cusp of aresurgence in biotech... | remain bullish on the
biotech sector in 2022. In fact, | wouldn’t be surprised at all if biotech was the best-
performing sector this year ...”

- Brownstone Research, Jeff Brown, Founder

“... The entire investment market will be more cautious and rational. Compared with
the past, investors will value ROI more, and the invested biotech companies will
have stronger hopes that their products will enter the market quickly ...”

- Frost & Sullivan, 2022 Biotechnology Investment Forum , ,
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China has implemented many rounds of healthcare anti-corruption campaigns in the past two
decades; the current campaign intensified since July 2023, followed by direction adjustment

Anti-corruption

Historical key policies and events of national healthcare anti-corruption
Current campaign

Past campaigns

Preparation Development Adjustment
2006-08 2013-15 2017-20 |
i Jan. 9th May 10th Early July July 12th  July 25th  July 28th  August September
Triggered by Triggered by Triggered by i 20t CPC NHC targets ~ Ten gov't 10-ministry  Draft CCDlvideo  Local NHC stated it
SFDA Chief GSK accused widespread i CCDI calling healthcare ministries joint video amendment conference  authorities s essential to
Gross bribery of bribing issue of i actions and pharma outlined goals  conference  to the to coordinate  released make sure
scandal officials and kickbacks in against corruption in = targeting on Criminal the their plans physicians
¢ corruption in 2023, with 14 procurement healthcare  Law campaign for can attend
doctors to _healthcare key sectors participating and sale of anti- submitted to  and launch rectification  legit
boost sales industry { including ministries pharmaceutic  corruption  the top online campaigns  academic
i healthcare als, and initiatives legislature platform to conferences
» Targeting . Crackdow_n on * lllegal profits E:gc\ilif;?n of for review zz‘iankiopnibhc
governmental commercial from 'red services
regulatory bribery especially envelopes' and
agencies by MNCs drug kickbacks
- Featured a largely - Targeting on Intensified implementation in July & August
voluntary illegal online
blacklist system drug sales and
and whistle- sale of fake Timeline is set for one year, with likelihood to continue beyond 2023
blower incentives traditional
Chinese « Comprehensive coverage, impacting entire value chain
edliEine - Begin with the “key few” (X #/0#7) and “key positions” (X 531iL)

Note:  NMPA: National Medical Products Administration EZX 8 fZ R ISE &R 2/ (previously SFDA and CFDA); NDRC: National Development and Reform Commission; CCTV: China Central Television
Source: The Paper, CN healthcare, Vistamed, NHC, official websites, Reuters, L.E.K. analysis

LEK
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Initial reactions were blunt and extensive, while more detailed rules and implementation
guidelines help gradually ease the anxieties and transition to the ‘New Steady State’

Anti-corruption

Anti-corruption impact timeline estimation

®

@ Within 1-year reaction

Q1, Q2 2023 Q3 2023

Campaign * Intensive efforts and the widest
preparation and range of involved personnel

kick-off « Rules are not clear, resulting in

overreaction and cautiousness

« New product hospital listing
suspend, pause of physician
visiting and academic
conference

« ~10% surgery volume
decrease and ~15% products
sales decrease in August(MoMm)

Source: L.E.K. analysis

14 | Confidential | Draft

Q4 2023

More on self-review and
inspection

Gradual recovery of
highly compliant
clinical promotion and
academic conference

Gradual recovery of
surgery volume /
products sales
expected in November
and December

Copyright © 2023 L.E.K. Consulting Limited

Short term
2024
* Rules are clearer

 More dialogues
between industry
and regulator

* Anti-corruption
normalized

*  New compliant
ways of GTM
surface (e.g.,
digital engagement)

Mid-long term
2025+

* ‘New Steady
State’ in place

LEK



Companies face challenges such as new product listing and rising price pressure on mature
product; sales model transformation and portfolio management are potential workarounds

Anti-corruption

L
(5

WK

Key Challenges

Challenge in listing and sales ramp-up for new
product

Pause in hospital procurement, preference over low-priced
mature product, and challenge in product marketing activity

Rising price pressure on mature product

Anti-corruption campaign is driving stricter implementation of
VBP and DRG, further driving down price for mature products

Rising supervision from government and
requirement for compliance

Anti-corruption campaign is expected to normalize and continue
in next 2-3 years, with rising requirement for compliance

Source: L.E.K. analysis

15 | Confidential | Draft
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Solutions

Commercial model transformation and team
capability building

Omni channel marketing will play more important role;
academic driven sales and marketing will be future trend

Portfolio balance and product lifecycle
management

Shift commercial efforts to new / innovative product; seek
opportunities such as indication expansion

Continuously adapt and build compliance system

Closely monitor regulatory trend and requirement and adapt /
enhance internal compliance system

LEK



Most market participants have seen the sign of recovery from China anti-corruption
campaign and express optimistic view towards future China market

Anti-corruption

MNC'’s view towards anti-corruption campaign

AstraZenecaégz

“... a significant slowdown of hospital operations and sales
rep interactions across the country caused by the country's
anticorruption campaign that started about three months
ago... But what we're seeing right now is promotional
activity is resuming, not to where we were before, but it's
improving gradually ...”

“... We saw a reduction in promotional activities in China in
Q3 which created some demand softness for certain
medicines in the quarter, but | have already seen recovery
beginning in October. We remain confident in delivering
our total revenue guidance for China for the full year ...”

- Extracts from 2023 Q3 Bayer Earning call - Extracts from 2023 Q3 AstraZeneca Earning call

“... Anti-corruption campaigns do have a short-term impact
on hospital access and promotion work, however, to long
run, they will benefit overall industry development ... it
mainly affect the sales of prescription drug in August and
September and the impact has abated since late
September ...”

“... We obviously felt the effects of the China anticorruption
earlier about customers disengaging at some level but as
that reintegrated in later in the quarter obviously, we put up
good numbers with being able to outperform the previous
year... We're starting to see signs of the anticorruption
campaign stabilize here ...”

- Extracts from 2023 Q3 GE Earning call
GE HealthCare

Source: Company earning calls, quarterly report, L.E.K. analysis I E K ™
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- Extracts from Livzon 2023 Q3 report
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The Chinese government continues to refine NRDL rules and its objectives of encouraging
differentiated innovation and reducing cost

Pricing and access controls

NRDL latest policy update

Bidding access Simplified renewal
(=MEA) for non-exclusive drugs (TRIERLELY) for exclusive drugs
 Non-exclusive drugs can apply for access  Exclusive drugs can apply for simplified
through bidding renewal
 NHSA sets a payment threshold, and as long as * Renewal price cut is based on the ratio of
one company bids lower than the threshold, the estimated vs. actual expenditure and additional
molecule enters NRDL; payment is based on budget impact

the lowest price of all bidders

Previously modeled scenario may change under the new rules

NRDL rules stabilizes and price/revenue impact increasingly predictable;

Source: NHSA, State Council, L.E.K. analysis I E K ™
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Negotiated NRDL drugs are increasingly automatically listed in public hospitals, due to
NHSA'’s strong endorsement on hospital listing acceleration

Pricing and access controls

56% NRDL products are Similar situation in Public L3 and ... and a decrease in listing difficulty
automatically listed Public L2... in Tier 1 cities

Percent of NRDL drugs (through negotiation)
automatically listed in public hospitals*
Bah3aERRADREAMERPRSEE

Percent of respondents

80 - 80 - 80 -
62%
60 - 56% 60 - 58%
40 - 38%
25%
20 -
0 N T T
2021 2022 2023 Public L3 Public L2 Tier 1 cities Tier 2 & 3 cities
(N=95) (N=95) (N=380) Il 2021 (N=95) []2022 (N=95) [l 2023 (N=80)

*Question: What are the considerations for drugs negotiated to get on the National Reimbursement Drug List (NRDL) to get onto the hospital formulary, if they are not on the formulary before negotiation?

ST BT RAFANERERRHEER (NRDL) Wz, BRANZAMREANERGRER, ER—RSNITRERTHEMANERAREEL?

Responses with “Most negotiated drugs are automatically, immediately included onto the hospital formulary as soon as it is included in the NRDL” X & #iXHI AR —ERMANERER, REeBIHANEREREE

Note: NRDL=National Reimbursement Drug List; NHSA=National Healthcare Security Administration m
Source: L.E.K. 2021, 2022 and 2023 APAC Hospital Priorities Survey L E K
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For Rx VBP, evolving rules and stricter implementation requirements are aiming to ensure
supply sustainability and cost control

Pricing and access controls

VBP rule / requirement update

4 A * Increased the minimum requirements 4 _ A  For VBP lost products, international
Subpl of GQCE manufacturers to 4 (from 3), Evolving rules reference pricing is proposed to be
_ppby_l_ and added one backup supplier (&f{i on price cut included in the ladder price cut
sustainability 1&)F) per province to reduce the risk of for VBP losers considerations (exact rules TBD)
supply disruptions
4 A «  Stricter requirement on hospital 4 A - -
Committed | Renewal «  Some provinces are expanding VBP
| volume reports iteri renewal criteria beyond price
voiume *  More stringent implementation in lower crt erla.
management tier cities & hospitals beyond price
- / - /

More difficult to maintain prices and revenues if opting out of VBP

Source: NHSA, State Council, L.E.K. analysis I E K ™
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Medtech VBP has been extensively rolled out in China; VBP products coverage will continue
to expand at an accelerated timeline

Pricing and access controls

Expected adoption of VBP in China*

F ETE B SRR TR i 1E R
(2021-23)
fooreent of respondents 1% « Medtech VBP has been widely rolled out
! donotknow in the past 3-5 years and normalized,
\Péuse or slowdown in VBP government highly recognized its
80 - Widespread pilot tenders i . .
ongoing at the provincial level emcacy In cost—savmg
A few national tenders (e.g., for
60 - 1to3 pllr?dugtS) a;nd vtv;despredad t « Moving forward, market consensus
reglonatienders for omer prochets believe the VBP will further accelerate,
2o Impacting wider product category
Many national tenders (e.g., for « More nuances expected in detailed
20 | more than 4 products) and widespread implementation, factoring detailed
regional tenders for other products , ,
product category’s attributes and
0 encourage innovation
Dec 2020 Dec 2021 May 2023
(N=120) (N=120) (N=100)

Note:  *Question: This question pertains to volume-based centralized procurement (VBP) of medical consumables. Currently certain products are being procured at the province level, and some are being procured at the
national level (e.g., cardiac stents). What do you expect to be the status of VBP by the end of 2023? X/NElfiS R ETEMMTERM. Bal. BOTRERERTERM, BILE—LEEREBIERETHTER
W (fFan: DBEER) BT, BJ20234F K. BT ERMWIGS % BRI 4I2E; **Question: What portion of your hospital’s spending on medical products is done through volume-based centralized
procurement currently? How does this vary by type of product? & EERMNET ~RXEFE S LBEHERMTER? 2ESE~RERmME?

Source: L.E.K. 2021, 2022 and 2023 APAC Hospital Priority Survey I E K ™
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Medical equipment has undergone even severe challenge given Order 551 that specifies the
procurement goal of “local products” for public sector buyers

Pricing and access controls

Product categories included in Order 551
Number of products

100

80

60

40

20

315 178

Auxiliary
Instruments 18

Non-medical
137
Therapeutic
instruments
76

Medical® _ )
178 Diagnostics

instruments
84

Total Medical

84

76

Other 4
Medical X-ray
instruments 6

Medical optical
instruments
12

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

|

1

! Eletronic

! _physmloglcal

il testing instruments 13
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

Clinical testing
instruments
39

Diagonostics
instruments

Note:  * Ministry of Industry and Information Technology; ” Including both NMPA registered and non-regulated

Source: MoF, MIIT, L.E.K. interviews and analysis
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Other
12

Medical
Endocope 6

Physiotherapy,
rehabilitation
& sports therapy
Instruments 11

Dental instruments
& lab appliances
16

Surgical
instruments
21

Therapeutic
instruments

Copyright © 2023 L.E.K. Consulting Limited

18

Medical radiation
protection
instruments

1

Sterilizing
instruments
& utensils
10

Auxiliary instruments

LEK



Since Order 551, the demand for local manufacturing in public hospitals has experienced
rapid growth, creating pressure on Medtechs to reassess supply chain strategies

Pricing and access controls

Restrictions on the use of imported medical device products*

X F it O EE 77 RE s A R PR %1
Percent of respondents
[
Dec. 2020
N=120
100 -
8o { | 6% 40% 35%
60 -
40 -
20 -
0 -
Overall Public L3 Public L2
public hospitals hospitals
hospitals (N=40) (N=55)
(N=95)

Note: *Question: Which of the following statements best describes your hospital’s attitude towards the use of imported MedTech/medical device products? L T~ BRI5 ik & Bt 15t BF #3 B 72 = P 3 ik O B= 97 2847 &

May 2021
(Order 551)

Wording for option provided was adjusted between 2021 and 2022 surveys
Source: L.E.K. 2021, 2022 and 2023 APAC Hospital Priorities Survey
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o
Dec. 2021

N=120

34% 35%

Overall Public L3

public hospitals
hospitals (N=40)
(N=95)

Copyright © 2023 L.E.K. Consulting Limited

33%

Public L2
hospitals
(N=55)

®
May 2023
N=100

Overall
public
hospitals
(N=80)

17%

Public L3
hospitals
(N=35)

Public L2
hospitals
(N=45)

No current restrictions on use of
imported products

Restrictions in some
product categories

Requires the use of domestically
manufactured products
from time to time

Requires the use of domestically
manufactured
products where possible

BIZSEE?

LEK



Products with NMPA ‘local’ registration certificate need at least the last manufacturing step in
mainland China, while the definition is key observation point

Pricing and access controls

Locally manufactured ‘& =’

* Registration policy explicitly requires ‘locally

Official manufactured’ (=575 EAMIE)
definition - Does not specify Some ongoing rumours that this may be revised in
(Written) o future to be more sophisticated (e.g., minimum

— locally mfg. %
— mfg. step(s) happened in China

level of value added)

In-China final assembly, configuration, sterilisation,
Implicit

packaging is typically sufficient to qualify
perception
(Unwritten) Requires case-by-case interpretation by NMPA

Source: L.E.K. prior experience
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NHSA issued an action plan for DRG/DIP, which requires a nationwide implementation by
2025; the pilot has already been rolled out to 30+ cities for DRG and 70+ cities for DIP

Pricing and access controls

Three-year Action Plan for DRG / DIP Payment Reform

({DRG/DIPXZ AR BE=41TahitRI)
[NHSA, November 2021]

* The Action Plan highlighted goals to be achieved by the end of
2025 and three-year stepwise annual targets for coverage of:

Year 1 Year 2
(2022) (2023)

Prefecture cities* 40% 70% 100% 100%
_ Medical 40% 70%  100%  100%
institutions
Disease types 70% 80% 90% >90%
Medical fund 30% 50% 70%  >70%

impact

Note:  *Refers to administrative level ranked below province, **those with inpatient services
Source: NHSA, L.E.K. interviews and analysis
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DRG and DIP national pilot city
DRG and DIP pilot list issued in Jun. 2019 and Nov. 2020, respectively

o
o o
< o
. (4
® > © :#' The number of
o DIP pilot cities
° ":0 0
° e 1-2
L o .
° 3-4
oS .
[ ® DRG pilot city

DRG / DIP implementation status varies across cities, and each
city could tailor its own DRG / DIP payment

Copyright © 2023 L.E.K. Consulting Limited L E K



Digital engagement with suppliers is gaining acceptance in various forms across all types of
hospitals; L3 hospitals show a particularly high level of acceptance

New technology enablers

Digital engagement with suppliers is well accepted
across different hospital types Il Digital engagement is completely acceptable

B combination of digital and physical engagement is acceptable

Acceptability of digital engagement with suppliers*

WiEER S TR E T ERNESE ] Digital engagement is only temporarily acceptable
Percent of respondents
Public L3 Public L2 Private

100 -

80 -

60 -

40 -

20 +

0 4
2022 2023 2022 2023 2022 2023
(N=40) (N=35) (N=55) (N=45) (N=25) (N=20)
*Question: How acceptable do you find digital engagement from suppliers vs. traditional physical interactions? #ZiA A SR F 2 AR bbietE sk T 3R AT 2 B anfa] 2
Source: L.E.K. 2022 and 2023 APAC Hospital Priorities Survey I E K ™
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Online registration is the most widely used digital tool in China healthcare; the pandemic has
also permanently shaped the habit of using digital tools to facilitate health service

New technology enablers

Adoption of digital solutions*

BFUAFRHERER
Percent of respondents “currently using” digital solutions ﬁ Key
& tES MMy Online registration and scheduling 60% =¥ implications
BEERIIE Patient-accessible health records » Started from 2010s,
[EEEEMEKIESR Personalized information pushed to the patient Onllrllg aphpomtment
(BlaniaTrES) (e.g., preparation of treatment) booking has now been
well-penetrated in all
miginig Remote consultation types of hospitals (60%)
HEEEFHINISITAR Tailored disease management programs 38%  Digital tools that were
Portable personal health information | widely used in response
(== T F E%\ Ay ¢ .
EREHEHESELE between healthcare providers 37% to_ the pa_ndemlc are now
1 still heavily used by
HFUMZiz B E SN Digital-enabled remote patient monitoring 37% hospitals, such as patient-
1 accessible health records
W L2 R FnZh Bl Online pharmacy/drug delivery 35% (e.g., WeChat miniAPP to
A S e s 2 Al-based diagnosis decision support tools | check test results),
Z0 &b ok 4/\ . . .
ETATHREMSEARIH TR (e.g., imaging) 30% personalized information,
. ~ o . | remote consultation
FI R AT 2R B TN B R Predictive health leveraging on wearables 29% o
(54-43%)
I e Automated follow-up systems for patlentsllq\ﬁ:;uea; 24%

*Question: Digitalisation of hospitals is gaining traction in many countries. What digital health solutions have you adopted/would you like to adopt?
ERMBFHEFZERBBITEAR. CEEARAREFERAMLYFETHRSR?

Respondents who answered that the hospital is “currently using” each digital solution

Source: L.E.K. 2023 APAC Hospital Priorities Survey E K "
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Four key functional areas are identified for smart operating room in China, which is
anticipated to undergo accelerated development in the future

New technology enablers

Smart operating room in China: to enhance the quality of surgery and improve operational efficiency

Key functional areas of smart operating room in China Major future trends of smart operating room in China
“Integration” “Scenario-based”
ical | - SN e - Devel t of t applicati Al-
Medical information Software & hardware evelopment of smart application (9-9--
inter-connection |||| information integration —%) assisted decision-making, Al surgical quality mgmt.)
« HIS % + Vital signs monitor Demand side . Integration of information systems into platforms
* EMR Media / video
o LIS* fam Environment monitor
: C ) * Medical device «  Enhancement of supplier’s capability to build
J general control @“ 2R > y

=i platform solutions

g . . Improve and diversify applications of smart
o Supply side devices and advanced systems
“Precision” %EE. E “Automation”
Access of high-end Optimization of @ .« Establishment of industry standard to align

medical equipment / operation and mgmt. requirements of smart operating room construction
advanced systems

. Al suraical robot *  Working flow automation «  Improvement of supervision and management
surgical robo * Supply chain lean Regulatory system to ensure quality of development
+ Other advanced systems management
(e.9., VR, AR) « Equipment asset
management

Note: * LIS = laboratory information system

Source: L.E.K. analysis E K ™
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Industry, customer and technology mega-trends highlight the transformation for Pharma and

Medtech

Downward pressure of cost: pressure is
mounting from governments, health care

providers to reduce costs, improve outcomes

and demonstrate comparative value

Digital journey: customers are increasing their
expectation for interaction and communication

Cg
‘o
%

RS}

%

S
£

Increased regulatory : companies need to Personalized content: customers prefer
focus on implementing transparency and @ @ content and channel that is highly relevant
reporting solutions to meet compliance ]
objectives Omni-channel

Engagement

o () soipy00n Emerging digital capabilities: new digital
Fast Technology Leapfrogging: digitization in Jouy ging dig P - hew dig
capabilities and platforms are raising the bar for

China has accelerated and innovation is highly

encouraged by the government enterprise efficiency and agility

Source: L.E.K. research and analysis I E K ™
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More market leading insights and thought leadership are available on the LEK.com website

—
* i

';{ v AL
S

Precision Medicine: International Pharmas

»
oo

for Pracision Modina

Creating a Vibrant Ecosystem for e | China Market Opportunities for }%’&ﬂ Looking Ahead in Biopharma:
e wmeiuﬂ~ Key Trends Impacting the

A Prescription for Success Industry
T E 254 kY B El i 5418
i ; TIPS —
Creating Opportunities and "\,__4 ~am Cash Preservation in the Opportunities and Patient
PN YN

Biopharmaceutical Industry: Insights into the China Oncology

Navigating Uncertainty

Avoiding Missteps in Biopharma
Supply Chain Strateqy

Market

v ."y" Y The Hub-and-Spoke Model: An
Emerging Biopharma Trend = .. Commitments Are Affecting
' ~ | Contract Manufacturers

How Pharma Sustainability ﬂ Gene Therapy: Competitive
Ger oy Compet Dpaic Dynamics and Commercial

Implications

s ~—  Hub-and-Spoke: 49812540 R
i AR E AT TR HZ AT R BRSNS
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Disclaimer

This document is to provide information and is for illustration purposes only. Accordingly, it must be considered in the context and purpose for which it has
been prepared and be kept confidential.

It cannot be relied upon by any recipient. In accepting this document, you agree that L.E.K. Consulting and its affiliates, members, directors, officers,
employees and agents (collectively “L.E.K.”) neither owe nor accept any duty or responsibility or liability to you or any third party, whether in contract, tort
(including negligence) or breach of statutory duty or otherwise, howsoever arising, in connection with or arising from this presentation or the use you or any
third party make of it.

L.E.K. shall not be liable to you or any third party in respect of any loss, damage or expense of whatsoever nature which is caused by your or any third party’s
reliance or for any use you or any third party may choose to make of the presentation, which you accept is at your or their own risk.

This presentation is based on information available at the time this presentation was prepared and on certain assumptions, including, but not limited to,
assumptions regarding future events, developments and uncertainties, and contains “forward-looking statements” (statements that may include, without
limitation, statements about projected market opportunities, strategies, competition, expected activities and expenditures, and at times may be identified by

the use of words such as “may”, “could”, “should”, “would”, “project”, “believe”, “anticipate”, “expect”, “plan
“continue” and variations of these words or comparable words).

LLEN 11 Lt 11 ”

, “estimate”, “forecast”, “potential”, “intend”,

L.E.K. is not able to predict future events, developments and uncertainties. Consequently, any of the forward-looking statements contained in this
presentation may prove to be incorrect or incomplete, and actual results could differ materially from those projected or estimated in this presentation. L.E.K.
undertakes no obligation to update any forward-looking statements for revisions or changes after the date of this presentation, and L.E.K. makes no
representation or warranty that any of the projections or estimates in this presentation will be realized. Nothing contained herein is, or should be relied upon
as, a promise or representation as to the future.

30 | Confidential | Draft Copyright © 2023 L.E.K. Consulting Limited L E K



Connect with us
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