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Aging Population Trend in China, 2018-2030E

» With the implementation of the ‘One Child Policy’ and increasing life expectancy, China has entered an aging society.
From 2018 to 2023, the population was aging rapidly in China with people aged above 65 growing at a CAGR of 5.4%.
According to the National Bureau of Statistics of China (NBSC), individuals aged above 65 years old were 216.8 million
in 2023. The number of individuals aged above 65 years old is growing at a fairly fast pace and is expected to continue
its growth momentum into the future. This number of people is expected to reach 278.7 million by 2030, representing a
CAGR of 3.7% from 2023 to 2030.

« China's demographic shift offers immense opportunities for healthcare market, as elder people generally have a
greater need for medications and scientific disease management.

Aging Poputation Trend in China, 2018-2030E

Period CAGR
2018-2023 5.4%
2023-2030E 3.7%

19.4% 20.1%

18.6%

Million 14.2% 14.9%

11.9%

2018 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E 2030E
mmmm Population Aged 65+ yrs =—o—% of Total Population

Source: NBSC, Frost & Sullivan Analysis
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Total Healthcare Expenditure in China, 2018-2030E

- In 2023, China ranked 2nd largest globally in terms of total healthcare expenditure, amounting RMB9,057.6 billion in
total healthcare expenditure in the same year, compared to RMB5,912.2 billion in 2018, a CAGR of 8.9% is presented
over this period. With the increase of health awareness and personal disposable income, the total expenditure is
projected to boost up to RMB14,401.9 billion in 2030 with a CAGR of 6.2% from 2026 to 2030.

China Healthcare Expenditure, 2018-2030E

Period CAGR
2018-2023 8.9%
2023-2026E 7.7%
2026E-2030E 6.2%
EeE 14,401.9
Billion RMB 12,829.9 AL
12,073.6
11,3131
10,549.9
9,804.6
8,532.7 9ps7e
7,217.5 7,684.5
6,584.1
i I I l
2018 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: NBSC, Frost & Sullivan Analysis
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Per Capita Healthcare Expenditure in China, 2018-2030E

+ The per capita healthcare expenditure in China has experienced steady growth. From 2018 to 2023, the per capita
healthcare expenditure in China has increased from RMB 4,206.7 to RMB 6,425.3, representing a CAGR of 8.8%.
Furthermore, the rapid increasing trend in healthcare expenditure per capita will continue in the near future. The per
capita healthcare expenditure in China is forecasted to reach to RMB 10,410.8 by 2030, which represents a CAGR of
7.1% from 2023 to 2030.

Per Capita Healthcare Expenditure in China, 2018-2030E

Period CAGR
2018-2023 8.8%
2023-2030E 7.1%
RMB 10,410.8
9,801.7
9,216.3
8,647.7
8,081.7
7,517.9
6,970.5
6,044 1 6,425.3

— 5,111.1 5,440.0
I I I I

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

Source: NHC, Frost & Sullivan Analysis 3
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Per Capita Healthcare Expenditure in Disposable Income in China,
2017-2030E

* Per capita healthcare expenditure is an important section of per capita disposable income in China and its proportion is
expected to grow in the future. By 2030, the total per capita healthcare expenditure is projected to account for 16.9% of
the total consumption expenditure.

China Per Capita Heaithcare Expenditure in Disposable Income, 2017-2030E

16.9%
16.7% 16:8% 16.9%
163y 185%
2 /0
16.1%
| 66,598
I 53223 62,299 Pt
14.5% X, sol2 54,363 ;
4 ) ;
| . ; 44,006 b
: 32489 35128 37)938 40,897 |
25974 28,228 3033 =4 : 10,497 11,243

- 064 9,776
s7a8 4,207 4.569 51112 5,348 5,901_‘ 6-47_9 7,087 7.724 8,374 9 3

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

=== Per Capita Healthcare Expenditure Per Capita Disposable Income

—=Per Capita Healthcare Expenditure in Disposable Income

Source: NBSC, BEA, Frost & Sullivan analysis
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2021 GDP Breakdown by Healthcare Expenditure Comparison, GDP
Top 10 Countries
- The chart below presents the healthcare consumption expenditure and its percentage of GDP among GDP Top 10

countries. The percentages of most countries are around 10%. However, the US has the highest percentage of healthcare
expenditure 17.4%. For India and China, the percentages are relatively low, being 3.3% and 5.4% respectively.

GDP Breakdown by Healthcare Expenditure Comparison, 2021

Category
uGDP ® Healthcare Expenditure as a % of GDP
Billion USD
- 12.3% 9.4% 9.9% 12.4% 12.3% 12:;% 10.8% o 17:%
® L] ® e [ ] [ ] e °
4,096.5
103.9 2476 2022 165.2 388.4 364.2 553.4 544.9 959.4

Healthcare
Expenditure

Indla Canada Italy Brazil France Gemany Japan Chlna Global

200080800£ 3%

Source: NBSC, BEA, Frost & Sullivan Analysis FROST (9, SULLIVAN
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2021 Per Capita Healthcare Expenditure Comparison, GDP Top 10
Countries

+ In contrast with the total healthcare expenditure, the per capital national healthcare expenditure in China in 2021 ranked
gt in the selected 10 countries, only surpassing that of India. Top 7 countries are developed countries with either national
medical insurance (e.g., NHS in the U.K.) or robust private medical insurance system. The per capita national healthcare
expenditure of China neighboring countries/areas (e.g., Japan) are much higher than that of China.

Per Capita Healthcare Expenditure, 2021
12,012.2

UsD 6,470.1 6,626.0
5,738.5 5.380.9
4,347.3
3,349.6
670.5 761.3
74.0
E— (==
India China Brazil Italy UK Japan France Canada Germany

- & O*@O@ﬁé

Note: USD-CNY Yearly Average Exchange Rates: 6.283627 (2015), 6.643058 (2016), 6.756806 (2017), 6.619897 (2018), 6909792 (2019)

Source: WHO, NBSC, OECD, Fmst&SuIlivanAnaIysi_s ROST é’ SULLIVAN 6




Overview of Healthcare Service System in China, 2021

* Atpresent, China's healthcare providers consist of hospitals, primary healthcare institutions, and other healthcare
institutions, among which hospitals play the most important role.

* There were 36,570 hospitals in China by the end of 2021. 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 li hospitals and Class lil 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.

Chinese Healthcare Service System, 2021

Primary Healthcare Institutions Hospitals Other Healthcare Institutions
(977,790) (36,670) (16,676)

» L = 1
| Community Health Rural Health 1 Public Private ! Centerof AN E
|, CentersiStations Centers i Hospitals Hospitals | Disease Control Children Care
| (HEDERST/) (SAPER) | (11,804) (24,766) ! 932) Institutions |
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H e e o o 1 i
: A i | \ E Preventive E
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}  Village Ciiics R o o el need et Others |

] 1]
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Source: NHFPC, Frost & Sullivan analysis
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Overview of Healthcare Service System in China

*+ 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 Ill 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.

Chinese Healthcare Service System, 2023

Hospitals
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Source: NHFPC, Frost & Sullivan analysis
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Overview of Medical Insurance System in China

Basic Medical Insurance

Social Medical Insurance

China Medical Insurance System

Commercial Health Insurance

Employee Basic Urban and R"’?’ New Rural Cooperative Ll T Commercial Health
Medical Insurance eslgeat Besic Medical Insuranc irsurmncelang MEcicsl Insurance
Medical Insurance b Ll Aid
« Urban Employee Basic = Urban and Rural Residents 1 The pilot execution of the * The Urban and Rural [ » The main types of

Medical Insurance Scheme
(UEBMIS) was established in

based for rural enterprises.

pay 2% of the total salary,
and employers pay 6-10%.

= The matemity insurance
system was eslablished in
1994 and is applicable to
urban enterprises and their
employees, regardless of sex
The insurance premium shall
be bome by employers and
the rate should not exceed
1% of the salary.

« In 2019, the two insurance
syslem merged, thereby

1 forrr!ing the new Employee

§ Basic Medical Insurance

1 Scheme.

-

Basic Medical Insurance
Scheme (URBMIS) is now

» The National Medical

effective regulation of drugs
and medical treatment since
its establishment in 2018,

» The basic medical insurance
system for urban residents
began in 2007. People who
are not covered by the
employees basic medical
insurance can participate
voluntarily.

In 2019, the per capita
financial subsidy standard for
urban and rural residents’
medical insurance has
reached no less than RMB
520/person_1)ga_r.

Source: Frost & Sullivan analysis

New Rural Cooperative

Residents Serious lliness
is the ion of

Medical Insurance Sy

Since 2016, it has gradually

and Rural Residents Basic
Medical Insurance System.

* The population covered by
the New Rural Cooperative
Medical Insurance are all

participate voluntarily in unit
of family. Migrant workers
who have difficulties in

participate voluntarily. The
premium is mainly payed by
the government, and

rural residents, and they can

participating in the Employee
Basic Medical Insurance can

supplemented by individuals.

Xp

by severely ill patients.

Atthe end of 2015, it
covered all urban and rural
residents who are covered
by Basic Medical Insurance,
where part of fund for the
Serious lliness Medical
Insurance is drawn from.

« The urban Medical Aid has
been implemented since
2005, and it covers the
people in need that is
approved. Urban and rural
medical aid funds are raised
through channels such as
govemment allocation and
social donations.

1998. Urban enterprises and combined with the New Rural began in 2003, and by the the Basic Medical Insurance, insurance and sickness
their employees are required Cooperative Medical end of June 2008, all 31 aiming to further cover high insurance.
to participate while situation- Insurance Scheme (NRCMIS)§  provinces had been covered. medical expenses incumed | . Commercial Health

Insurance premiums are paid |  Insurance Bureau started to merged with the basic » The serious illness certain population. Unlike the
jointly by employees and manage basic medical medical insurance for urban insurance system was govemment medical
employers, with employees insurance to achieve more residents to form the Urban nitially implemented in 2009. |  insurance, which can be

commercial health insurance
are medical expense

Insurance is not limited to

renewed indefinitely, with
relatively low insurance
premium, and applicable to
different populations groups;
Commercial Health
Insurance is highly
dependent on policy of
insurance company policy,
and cover population beyond
the ones that are covered by
govermnment insurance.

In China, Commercial
Insurance emerged since the
last century and it is
developing rapidly in the
recent years.

o -

o e e

FROST ¢& SULLIVAN

Revenue and Disbursement of Basic Medical Insurance Fund in
China, 2017-2030E

 The revenue of basic medical insurance fund increased from RMB 1,793.2 billion in 2017 to RMB 2,872.8 billion in
2021, with a CAGR of 21.7%, while the disbursement increased from RMB 1,442.2 billion in 2017 to RMB 2,404.3
billion in 2021, representing a CAGR of 22.2% during the indicated period.
« The revenue of the basic medical insurance fund in China is projected to finally reach RMB 5,752.2 billion in 2030, with
a CAGR of 7.5% from 2025 to 2030, and the disbursement will reach RMB 5,787.1 billion, with a CAGR of 9.5% during

the same period.

Revenue and Disbursement of Basic Medical Insurance Fund in China, 2017-2030E

. CAGR
Period R Dish p”
n
Bilion RMB evenue isburseme
2017-2021 21.7% 22.2%
2021-2025 8.7% 11.1%
- 0, 0,
2025E-2030E 7.5% 9.5% 5 30925?52§7°7 4
5,014.8
4,664.9 4,861.9
4,327.4 .
37100 4006 5
3,419.4
28728 31371
2,463.8 26856 e
2,333.5 2,404.3]
17932  2108.0 0946 094.9
ﬁz 2 Ii a II I
2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
u Revenue = Disbursement
Source: Frost & Sullivan analysis
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Commercial Health Insurance Fund in China, 2018-2030E

* According to China Insurance Regulatory Commission, the revenue of commercial health insurance fund has increased from RMB544.8 billion in
2018 to RMB903.5 billion in 2023, with a CAGR of 10.6%, while the expenditure has increased from RMB174.4 billion in 2018 to RMB414.0
billion in 2023, representing a CAGR of 18.9% during the indicated period.

+ Commercial health insurance fund in China has shown explosive growth before 2017 due to the absence of regulation. After the introduction of a
series of regulatory measures by China Insurance Regulatory Commission, commercial health insurance premiums began to reflect the real
demand for health insurance. Along with demographic changes and increasing health awareness, the commercial health insurance is expected
to continue its growth. The revenue and expenditure is forecasted to reach RMB 3,031.7 biflion and RMB 1,753.9 billion by 2030.

Revenue and Expenditure of Commercial Health Insurance Fund, 2018-2030E

CAGR
Period
Revenue Expenditure
2018-2023 10.6% 18.9% 3,031.7
2023-2030E 18.9% 22.9% 2,708.9

2,374.5

2,047.0
= Revenue 17347 s
1,512.0
: 1,445.6 .
= Expenditure Lol
Bilion RMB sse ,067.8
i 817.3 8447 865.3 903.5 gt
706.6 -
- 402.9 [l360.0 40 OV

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

Source: CIRC, Frost & Sullivan Analysis
FROST & SULLIVAN 11

Analysis of Current Situation and Pain Point of Cancer Screening
and Diagnosis in China

Pain Point Analysis 0 China has less cancer screening projects than
developed country llke the U.S.. Comparing with developed

countries like the U.S., China started the screening projects later

Besides, cancer screening typically requires additional medical

resources which could impose additional burdens on China’s
o 9 already distressed healthcare system. Therefore, the screening
projects are still preliminary and limited in China.

Higher Proportion of Lack of Screening
Advanced Stages of Major Projects
@ Most cancer screening technologles In China are

Cancers
invasive, which leads to a low patlent compliance. The fow
patient compliance keeps population with high risk factors away
from the screening projects, which led to a late diagnosis and
higher proportion of advanced cancer in turn. Considering the
g— large basis of people with chronic diseases in China, the invasive
~ screening technologies sometimes cannot be applied as well

© Most Chinese cancer incldence are In the late stages
when they were diagnosed. China top 3 cancer by incidence is
Lung cancer, gastric cancer and colorectal cancer 76% of the
lung cancer patients in China are in the advanced stages when
they were diagnosed. The proportion of the advanced gastric
cancer and colorectal cancer cases is 79% and 89%, respectively

o @ cancers have brought heavy economic and social
Heavy Burden from Cancer '“";"‘:“ sf"";’“'"g burden not only to specific patlents but also to the country.
echnologles Late diagnosis leads to huge cost for the treatment to advanced
cancer, which can easily tear apart a family. Besides, the whole
country needs to relocate a lot of healthcare resources to resolve
the problem

Source: WHO, GBD, Frost & Sullivan analysis
FROST & SULLIVAN 12



Five-year Survival Rate of Cancers Between China and the U.S.

+ The NCCR investigated the 5-year survival rate during 2003 to 2013 of a population pool from 17 cancer registries, and stratified survival
estimates by calendar period (2003—05, 200608, 2008—11, and 2012-15). The latest 5-year survival rate is 40.5% in China.

- According to the SEER program (Surveillance, Epidemiology and End Results Program) data based on NPCR registries from 2009-2015
and follow-up of patients through 2015, the latest 5-year survival rate is 67.1% in the U.S.

+ The overall five-year survival rate from 2003 to 2013 of cancers is 40.5% in China, as compared to 67.1% in the United States, according
to Frost & Sullivan. The higher survival rate in the United States was primarily due to the more developed cancer prevention mechanism,
higher public awareness for cancer, stronger government support for cancer screening and early detection, higher penetration rate and
broader insurance coverage for cancer screening in the United States as compared to those in China.

Overall 5-year Survival Rate of Cancers in China and the U.S. (2003-2013)

the U.S.

China

Source: NIH, ACS, NCCR, Frost & Sullivan analysis
FROST & SULLIVAN 13

Current Situation of Cancer Diagnosis & Significance of Early
Detection in China

- Breast and Cervix cancer patients have a higher possibility of being diagnosed at an early stage due to the implementation of
screening programs, with the proportion of early-stage of 83% and 55% respectively. In contrast, Colorectum cancers are usually
diagnosed at a later stage, with nearly 90% of them at advanced stage, indicating a huge market potential for cancer detection.

« For colorectum, cervix and breast cancers, the 5-year relative survival rates at early-stage are over 80%, emphasizing the
importance of cancer detection. For all selected cancer types, the 5-year relative survival rates at advanced stage decline

significantly compared with those at early stage.

Proportion of Early-stage Cancer & 5-year Survival Rate  Proportion of Advanced Cancer & 5-year Survival Rate

90.0% 89.0%
83.0% 82.5% 75.8% 77.9%
68.5%
57.1%
50.5% 45.8%
24.2%)| 21.1% —-" 16.8%
11.0% 6.8%

= 1

Breast Lung o | Breast Lung Col j

Proportion of advanced cancer

* Proportion of early—stage cancer
u 5-year relative survival rates of advanced cancer

= 5-year relative survival rates of early-stage cancer

Source: Literature Research, Frost & Sullivan Analysis
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Analysis of Burden of Disease of Major Cancers in Globe and China
by Disability-Adjusted Life Year (DALY)

* Comparing with the DALYs, rate per 100k, of the globe, China has higher DALYs in five of six major cancers. Due to the
lower breast cancer incidence in China, the DALYs of that is relatively lower than the global number.
» Cancers have raised heavy burden for Chinese patients, and directly affected the life quality.

Burden of Major Cancers by DALYs, rate per 100k, in 2019

1,098.6
794.5
538.1 552.4
|
‘ | 3027
2471 249.7 232.0
Sy T ~ ___ 189.2
] | 1{! ' {IF] . 942 104.9
=1 - ¥ | | VA r :.|| -
Lung Gastric Colorectum Breast Cervical
u Global mChina
Source: IHME, Frost & Sullivan analysis
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Overview of Healthcare System in China, 2021

* 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” (XFRLEEES PAERHIBIFEAYE). The plan primarily targets four fundamental healthcare systems in China.

Public Health Services System Public Medical Insurance System 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.

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.

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

Healthcare System

Sources: Government Notice, Frost & Sullivan Analysis
FROST ¢& SULLIVAN 16



Uneven Geographic Distribution of Hospitals in China

+ China is not only in a shortage of medical resource, but also suffer from uneven geographic distribution of existing
medical resource. For example, as one of the most developed cities in China, Beijing is abundant in medical resources,

indicated by relative high number of Class Ill hospitals per million population.

« Meanwhile, in those relatively underdeveloped provinces such as Hebei, Henan and Hunan, less than one hundred
Class lll hospitals can be found in each province and there is on average less than one Class lll hospital per million

population.

Geographic Distribution of Class lIl Hospitals in
China, 2021

Source: Frost & Sullivan analysis

FROST ¢&

Number of Class Il Hospitals Per Million Population

in China, 2021

SULLIVAN

Analysis of the Medical Situation in Hospitals in China, 2022

17

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

and diagnosis demands.

» Due to the scarcity of China medical resource, effective diagnosis time among the total time consumption in diagnosis
process only accounts for 4.4%. (8 minutes).

Severe Inversion of Medical Resource and Diagnosis

Demand, 2022

Class Ill:
3,523 (9.5%)

Class Il
11,145 (30.1%)

Unrated:

9,493 (25.7%)

Source: Frost & Sullivan analysis

# of Qutpatient Visits:

2.2 billion, 58.4%

# of Outpatient
Visits:

0.2 billion, 5.5%

# of Outpatient

Visits:
0.2 billion, 4.7%

Time Structure for a Diagnosis Process, 2022

Diagnosis
4.4%

\

Total time for
Medical
Consultancy:
180 min

FROST & SULLIVAN
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Analysis of the Medical Situation in Hospitals in China, 2023

» China’s medical resource are concentrated in large Class li hospitals and patients also preferentially seek healthcare
service in big hospitals whether they have a cancer or a cold, which leads to the severe inversion of medical resource

and diagnosis demands.

Severe Inversion of Medical Resource and Diagnosis
Demand, 2023

Class Il # of Outpatient Visits:
3,855(10.1%) 2.6 billion, 61.7%
3 i
Class II: Yuitos

11,046 (31.1%)

# of Qutpatient
Visits:
0.3 billion, 5.9%
# of Outpatient
Unrated: Visits:
9,302:(24.3%) 0.2 billion, 3.8%
Source: China Health Statistics Yearbook, Frost & Sullivan analysis
FROST & SULLIVAN 19

Per Capita Healthcare Expenditure of Outpatient and Inpatients in
China, 2017-2021

* From 2017 to 2021, the Per Capita Outpatient/Inpatient Medical Expenditure in China grew, with the number of
outpatients expenditure in both public and private hospitals showing a year-on-year growth trend. The expenditure of
private hospital has a higher increasing CAGR of both outpatients and inpatients than public hospitals, with the CAGR
of 9.8% and 8.9% respectively.

Per Capita Outpatient Medical Expenditure, 2017-2021 Per Capita Inpatient Medical Expenditure , 2017-2021

CAGR CAGR
Period Public Private Period Public Private
Hospltals Hospitals Hospitals Hospitals
2017-2021 5.7% 9.8% 2017-2021 5.1% 8.9%
RMB RMB 11,364.3 11,673.7
372.9 .
346.5 0.563.2 0.976.4 10,484.3
3092 320.2 320. 1903.
272.2285.1 287. 8.060.6
2571256 4 I I 7.475.9
2017 2018 2019 2020 2021 2017 2018 2019 2020 2021
= Public Hospitals = Private Hospitals = Public Hospitals = Private Hospitals

Sources: NHC, Frost & Sullivan analysis
FROST & SULLIVAN 20




Number of Healthcare Institutions in China, 2018-2026E

» From 2018 to 2022, the total number of healthcare institutions in China increased from 997,433 to 1,032,918, with a
CAGR of 0.9%. Meanwhile, private healthcare institutions has experienced a rapid growth, increasing from 459,365 in
2018 to 500,617 in 2022, showing a CAGR of 2.2%. However, the number of public healthcare institutions decreased
from 538,068 in 2018 to 532,301 in 2022. The number of healthcare institutions is estimated to increase to 1,084,854 in

2026, with a CAGR of 1.2% from 2022.

Number of Healthcare Institutions in China, 2018-2026E

CAGR

Period Public Private
Institutions Institutions L]
2018-2022 -0.3% 2.2% 0.9%
2022-2026E 0.2% 2.3% 1.2%

1,084,854

1,047,563 1,060,947 1,073,578

997,433 1,007,579 1,022,922 1,030,935 1,032,918

484 155 495,415 500,617

534,430 537.107

536,737 538,767 535,520 532,301

538,068

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E
mPublic = Private
Note: Private institutions include those that are private as well as those jointly operated by state entities and privale entities.

Source: NHC, Frost & Sullivan analysis
FROST & SULLIVAN 21

Revenue of Healthcare Institutions in China - Public and Private
Institutions, 2018-2030E

» Revenue of Chinese healthcare institutions grew significantly from RMB 4,111.2 billion in 2018 to RMB 5,767.5 billion
2022. In the future, this revenue is expected to grow at a CAGR of 9.5% from 2022 to 2026 and 8.6% from 2026 to
2030 and reach RMB 8,303.0 billion by 2026 and RMB 11,570.5 billion by 2030.

« Although public healthcare institutions currently dominate China's healthcare services, private institutions in China are
expected to make increasingly larger contributions to the overall market growth.

Revenue of Healthcare Institutions in China - Public and Private Institutions, 2018-2030E

CAGR
Period
Public Institutions  Private Institutions Total
Billion RMB 2018-2022 77% 16.3% 8.8%
2022-2026E 8.7% 13.4% 9.5%
2026E-2030E 7.7% 12.4% 8.6%
11,570.5
10,673.9
9,828.6
9,042.0
6.940.6 7,596.5
54824 5.767.5 6,332.7
4,869.0 y . 1,0453

4,644 .1
6016

4,111.2 925.6

506.5
48419 |l 5.287.4

36046 [l 40426

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
m Public Institutions = Private Institutions

Note: Privale institutions include those that are privale as well as those jointly operated by state entities and private enlities.

Sources: NHC, Frost & Sullivan analysis
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Revenue of Healthcare Institutions in China - Institution Type, 2017-

2030E

+ China's healthcare institutions are divided into three big categories. The largest segment of healthcare institutions in
China is the hospitals, which include comprehensive hospitals and specialized hospitals. The second largest segment,
the primary healthcare institutions, includes mostly local community clinics. Other healthcare institutions include
disease prevention and control centers and women's and children's clinics.

* Hospitals accounted for 74.6% of revenue of China's healthcare institutions in 2021. As China's healthcare reform
continues and the social insurance scheme strengthens, hospitals will continue to dominate China’s healthcare service

market.
Revenue of Healthcare Institutions in China - Institution Type, 2017-2030E
Billion RMB ;-CAOR
Eon Period Primary Healthcare All Healthcare
Hospltals Institutions Other Institutions
2017-2021 9.3% 12.9% 15.4% 10.3%
2021-2025E 10.7% 7.7% 8.3% 10.0%
2025E-2030E 9.0% 8.7% 7.0% 8.9%
9,571.3 10404
87891 104040
R— i -
. 6,679.0 | 7873 -
5,482.4 =
4,644.1 48690 580, 6133
a2 [Soie 9908
3,697.5 asg0 4300 2O
5484
28660 4,090.5

2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
= Hospitals ®Primary Healthcare Institutions Other
Sources: NHC, NHC, Frost & Sullivan analysis
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Government Policies towards Private Healthcare Service Industry - |

Opinions on Integration of Basic Medical
Insurance for Urban and Rural Residents

ESRATECHS BREFET RIS HIENE
n

Jan. 2016 State Council

2016 Annual Government Work Report
2016 B TIRRS

Mar. 2016  State Council

Notice of Issuance of Key Tasks of Deepening
the Reform of Healthcare System in 2016

BEREDATATHRRMIERRE
P20 SR T YRS AR

Apr. 2016 State Council

Guidance on Promoting the Construction and
Development of the Medical Consortium
KPEHETRSMEENEARNIESEND

Apr. 2017 State Council

Source: government announcement, Frost & Sullivan alr_;raI{{sis

OST ¢

The guideline requires that governments at provincial and
municipal level make specific plans for the integration

before the end of June 2016. The integration will improve
the equality of basic medical insurance by unifying medical
insurance coverage, payment standard, medicine catalogue,
medical service item catalogue and etc..

Encouraging the coordinated reform of healthcare services,
medical insurance and pharmaceuticals, and encourage
social capital to invest in healthcare service industry.

Further deepen the reform of public hospitals, and promote
the development of commercial medical insurance.
Steadily improve and standardize multi-site license.
Encourage social capital to invest in healthcare-elderly
care facilities and elderly rehabilitation facilities.

Explore the formation of various forms of medical
consortium in different regions, and promote the flow of
quality medical resources to remote and poverty areas.
Encourage the medical consortium to attract private
medical institutions to join and play a role through technical
support and personnel training; Gradually establish and
improve the coordination mechanism with clear objectives
and clear responsibilities among different levels and
different types of medical institutions.
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Government Policies towards Private Healthcare Service Industry - i

m Government | Policies Comments

To encourage social forces to focus on specialized medical
services. To create a batch of medical service institutions with
high-quality brand in the speciatized field, including ophthalmology,
stomatology, obstetrics and gynecology, pediatrics, etc. To allow
public hospitals to cooperate with social forces to establish new
not-for-profit private medical institutions.

Opinions on Supporting Social Forces in Providing
May. 2017  State Council Multi-level Medical Services
ATFFtahRRUSERSHUETRSER

In the process of planning and layout of the medical consortium,
Nofice on Key Work Goncering the Construction of private medical institutions should be included in the medical
Aug. 2018 NHC, SATCM Hierarchical Diagnosis and Treatment System consortium. For those private medical institutions with good
; conditions, they can also lead the establishment of medical
RS R R BB QBRI T FANA consortiums. In the medical consortium, medical resources can be

accelerated and medical resources can be easily connected.

support the standardized and healthy development of community
run hospitals, accelerate the development of diversified pattem of
running hospitals, and meet the diversified, differentiated and

Notice i i
Al Loy Ly S G ) personalized medical service needs of the people.

adjusting the allocation plan of large medical

Jul, 2020 NHC 4 support the private hospitals and standardize their healthy
0 PR REET A
equ(l),:men;(f)r:m 2 18110 2(_)205 - development. Implement the nofification and commitment system
B FARERIQEREAIEN for the allocation of class B large-scale medical equipment for

community run hospilals, and support the altocation of large-scale
medical equipment for private hospitals

Itis planned to promote the capacity building of clinical specialties
duri " period th
Deepening the reform of the medical and health unng u,‘e "founee_n th five year plan” period, and speed up .e
te ey #2021 completion of service weaknesses. Strengthen the construction of
syslemiRel 5 FEATIHES public medical and heatth institutions. Actively support the

development of community run hospitals.

May.2021 State Council

Source: government announcement, Frost & Sullivan analﬁis
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Government Policies towards Private Healthcare Service Industry -
]|

m Government Policies Comments

(chitrhs BEBETFINESEHLESS TN "Encourage social investment and other investment to promote pension

CPC Central =) scheme”, and require "the implementation of relevant fiscal and tax support
2021.11 Committee "Opinions of the CPC Central Committee and policies, and encourage all kinds of public welfare social organizations or
the State Council on Strengthening the Work charitable organizations to ir i itin the elderly industry”.
on Aging in the New Era”
(R ERERPURENNERSE  "Support social forces to build professional, large-scale, and outstanding
CPC Central %) elderly care institutions, and promote them to play an exemplary and leading
2022.2 Committee The 14th Five-Year Plan for the development role in improving long-temm care service standards, professional talent training
of the national cause of the elderly and the reserves, information intelligent management services, and the promotion and
planning of the old-age service system application of rehabilitation assistive devices”
Encourage social forces to set up non-profit medical institutions in areas with
Notice on the issuance of the 14th Five-Year non-sufficient medical resources and in areas where rehabilitation, nursing,
Plan for National Health mental health and other areas are in short supply. Guide and promote the
CPC Central standardized devel it of ind dent institutions such as medical
20225 AT - " = -
Committee (E%iﬁ?]mﬁ % "+IE" BN laboratory centers and medical imaging centers, and encourage experienced
MEIREE) practitioners to open clinics.
Implement industry supervision responsibilities and p the development
of social medical standards.
CPC Central (- KPBEERRIRIGSE (2022 - 2035¢F) ) Supporting social forces to provide multi-level and diversified medical

2022.12 Commitiee Outline of the Strategic Plan for Expanding services.
Domestic Demand (2022-2035)

Source: govemment announcement, Frost & Sullivan analysis
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Methods of Investing in Private Hospitals, the Difficulty of Entering
the Market and Expanding

* Investment in private general hospitals is mainly based on the acquisition, investment, and tfrusteeship of existing hospitals,
supplemented by new construction.

* Investment in private specialized hospitals is mainly based on new construction, supplemented by mergers and acquisitions of
existing specialized hospitals. For example, specialized hospital chains generally choose first-tier and second-tier cities with better
economic development and higher per capita disposable income to build core specialized hospitals and set regional benchmarks.
Then focus on the network layout of prefecture-level and county-leve! hospitals, and rapidly expand across the country with a
replicating model.

Acquisition, Investment, New Construction

B Private General Trusteeship Private Specialized +
Hospitals ’ + Hospitals Merger and Acquisitions,
New Construction Restructuring

Considerations for the location and layout of private hospitals

Policy Market F‘ Location and
Environment gl Space O—-O’ Transportation
Difficulty of Entering the Market and Expanding

Medical (2 Payment
(%) Resources System

Funding barriers: New entrants need to
invest heavily in the purchase of diagnostic
and treatment equipment, hire professional
doctors and nurses, and continue to invest
in academic research platforms, personnel
training, and market channel construction.

Barriers to talents: There is a shortage of
medical service professionals, especially
oncology professionals, and tajents are still
concentrated in public hospitals. Medical
institutions need long-term research
accumulation and clinical practice in order

Brand barriers: Patients are usually very
cautious when choosing private hospitals,
mainly choosing doctors and hospitals
based on their reputation. It also takes a
long time to build a hospital's reputation
before achieving a steady flow of patients.

to cultivate a high-level medical team.

Source: Frost & Sullivan analysis
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Growth Drivers of China Healthcare Service Market

» With the increasing life expeciancy, China has entered an aging sociely. From 2015 to 2020,
population is aging rapidly in China with people aged above 65 grew at a CAGR of 5.8% over the
period. According to the NBSC, individuals aged above 65 years old were 201 million in 2021, which
accounted for 14.2% of the total population. The number of individuals aged above 65 years old is
growing at a fairly fast pace and is expected to continue its growth momentum into the future. This
number of people is expected to reach 247 million by 2025, which represents 17.3% of the total
population in China. China's demographic shift offers inmense opportunities for healthcare service
providers, as elder people generally have a greater need for healthcare services and are more likely

Aging Population

Trend in China

* Along with the continuous growth in economy and urbanization, the average income level of the
Chinese residents has also increased continuously in recent years. The growth of Chinese per
capita disposable income has demonstrated positive effect on Chinese residents’ purchasing
power. Given the increasing health awareness among Chinese population, the rising purchasing
power will continue to drive the healthcare service market to grow in the near future.

Rising income level of
Chinese residents

= Complex reasons such as unhealthy life-style, high social and living pressure and environmental
pollution have led to upward tendency of chronic disease prevalence. For example, the
prevalence of hypertension and diabetes have both increased by more than 4 times from 2003 to
2013.Furthermore, chronic diseases have led to more than 80% of deaths in China according to
WHO, indicating the management of chronic diseases is one major concern of Chinese residents
in modem society. The rising chronic disease prevalence is expected to spur the healthcare
spending, particularly to meet the long-term demand for chronic disease treatment.

Increasing prevalence
of Chronic Disease

* As the technical basis of the digital healthcare service market, digital technologies such as big
data, cloud storage and artificial intelligence determine the quality of the healthcare services to
be provided. For example, a more advanced artificial intelligence technology can help to ensure
the reasonability of diagnosis results give out by radiologists, who will be reminded and have
access to further medical assistance through telemedicine. With improved service healthcare
quality, more patients are encouraged to seek for digital healthcare service and therefore
promoting the market.

Advancement of Digital
Technology

Source: Frost & Sullivan analysis
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Future Trends of China Healthcare Service Market

Transformation from
Hospital-centered to
Patient-centered

Lifecycle

Management of
Chronic Disease

At present stage, healthcare service market in China is still hospital-centered, where patients
seek for treatment by going to hospitals or other healthcare institutions, where they see
healthcare service providers and receive streamlined care. With an increasing focus on each
patient, active collaboration and shared decision-making are encouraged between patients,
families, and providers to design and manage a customized and comprehensive treatment plan,
which is realized by digital tools. This will transform digital healthcare service market to be
patient-centered.

Digital technology has already shown its advantage in management of chronic disease in terms
of the adequate use of medical resource and good patient compliance. Driven by DRG related
policies, it is expected that management of chronic disease will rely more on the digital method
to monitor patient biological profile and manage treatment payment throughout the chronic
disease period. In this way, digital healthcare service will become a powerful tool in lifecycle

management of chronic disease such as diabetes, hypertension and coronary heart diseases.

= Given an increasing attention to precision medicine, patients can potentially get better treated
with treatment tailored to their own condition. With help of digital technology, detailed health
profiles are stored online, analyzed thoroughly and kept updated, matching the patient with the
best possible therapeutic option available. It is expected that in the future, with more types of
data being collected electronically, more information can be utilized and personalized treatment
will be applied wider in digital healthcare service market.

Personalized
Treatment

« Healthcare service is the closely related to human life and health and should always be treated
with caution. Digital technology, though brought up a lot of convenience, has inbuilt drawbacks
such as lower transparency and lower security. Thus, it is necessary for the government officials
to promulgate policies that will standardize the industry practice, increasing the
comprehensiveness and security of the digital technologies used. In this way, it is expected that
digital healthcare service market will subject to more regulations in the future. This, together with
regulations that promote digitalization would accelerate the development of digital healthcare
market.

Further Regulatory

Support for
Digitalization

Source: Frost & Sullivan analysis
FROST & SULLIVAN 29

Hospital Trusteeship Model Analysis

» The hospital trusteeship model means that the owner of the hospital property rights transfers the operation and management rights
of the hospital (or department) to a company or hospital group that has strong operation and management capabilities and can bear
the corresponding operating risks for paid operation, so as to maximize the benefits of the hospital. Usually the entrusted party
charges the custodian a fixed amount or a fixed percentage of operating income as management and operating expenses.

- Entrusted party is responsible for supervision and management of the hospitals’ daily operations, including, among others, advising
on establishment and implementation of management system, supervising and advising on procurement of pharmaceuticals,
medical consumables and medical equipment, introducing medical professionals and medical equipment, staff training, renovation
of hospital infrastructure, improvement of information technology infrastructure, and building specialty departments.

Main Services of Hospital Trusteeship Business

20 Establishment and
: implementation of the
m management system

Introduce medical personnel and
medical equipment, and be
responsible for staff training

Transformation of hospital
infrastructure, improvement of
information technology infrastructure
and construction of specialized
departments

medical consumables and
medical equipment

Manage and supervise the
I@ procurement of medicines,

Hospital Trusteeship Model Advantages

The hospital trusteeship model can realize the sharing of expert resources, joint construction of departments, and
promote the rapid development of hospitals with superior medical and equipment resources. At the same time, it can also
guide and divert more patients to the hospitals for medical treatment through balanced allocation of high-quality medical
resources, so as to alleviate the problem of "difficulty in seeing a doctor”.

Source: Frost & Sullivan analysis
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Number of Hospital Beds per capita in Provinces/Cities that

Company Operates in China, 2018

Number of Hospital Beds per capita in Provinces/Cities that Company Operates in China, 2018

Province

Number of hospital beds

per thousand people

Number of hospital beds in
oncology department per
thousand people

Beijing
Tianjin
Shanxi
‘Henan

Anhui

Note:

5.4
3.9
44
4.7
4.0

0.25
0.22
0.15
0.21
0.17

¢ Number of hospital beds and number of hospital beds in oncology department per each province is collected from NHS (2019),
per capita number of beds in each province is calculated using number of beds divided by provincial population.
* Higher number of beds per capita reflects a richer regional per capita healthcare resource.

Source: China Health Statistics Yearbook, Frost & Sullivan analysis
FROST ¢& SULLIVAN
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Key Milestones in the Development of Private Hospital - |

| The first private share-holding
1 hospital in China after Reform
! and the Opening-up

1 Managed by a board of Directors,

} Guangzhou Yishou Hospital (/|

! #55EERR) was open for business,

1 which adopted director

1 responsibility system (BT EazEH) .
1 The director was directly

! responsibie for the hospital's

1
| govemance.

| Development of private hospital
| group

| Phoenix Healthcare Group Co. Ltd
1+ was founded in this year. The

: company’s general healthcare

! services consist of medical

1 diagnosis and treatment;

! preventive medicine; rehabilitation;
1 physical checkup; acute care; and
! emergency treaiments through its
network of hospitals and clinics.

Source: govemment announcement, Frost & Sullivan arlw:alylslis

e s e e s e s m————

The first govermment regulation
pormitting individual to set up
healthcare institutions

The State Councit issued the
Regulations on Managing Healthcare

Institutions (EfTHUSETREH), which

The first batch of private
hospitals that obtained hospital
ratings

Jilin Trauma Hospital obtained the
rating of Class Il and Grade A
hospital after being evaluated and

explicitly staled thal the g
would support and encourage various
forms of healthcare institutions and

their development. Under the premise
of corresponding conditions, individua!
and company can apply for the set-up
of healthcare institutions, including

general hospi li hospital:
and clinics.

P P P

Divestiture of hospitals pertaining to
state-owned enterprises

In Several Major Decisions of CPC
Central Committee On the Reform and
Development of State-owned
Enterprises, hospitals, schools and
other social service agencies pertaining
to need to be d {o
local government, with the aim of
esiablishing modem enterprise system
and allevialing social burden of
enterprises. On the verge of collapse,
Shanghai Light Industry Employee
Hospital transferred ils property to
Shanghai Sheng Xin Industry Co,, Lid
at 20 million.

ST

e e - — e e - —————

S

accredited by the Health
Department in Jilin Province.

The positions of private hospitals in
the health system were confirmed
for the first time; United Family
Healthcare is a successful case of
ino-foreign joint hospi
The State Council issued the
Determination on Health Reform and
Development , which put forward that
the nation and group play major roles
in establishing healihcare institutions,
while other social force and individual
play complementary roles. First foreign-
invested healthcare provider in China,
United Family Heallhcare was founded
in 1997 by Chindex Internalional and
China A of Medical Sci

The first city of prefi level
implemented privatization of
public hospitals on a large scale
In Jiangsu Sugqian, 133 public
hospitals were undergoing
privatizalion (share-holding reform
R #I2zgs) and the state-owned
capital was withdrawn (E5%ZIR
tH). The quality of local healthcare
services has been improved since
then.

ULLIVAN

that
stated the reform of hospitals
pertaining to state-owned
enterprises

The State-owned Assets
Supervision and Administration
Commission (E#Z) issued No.
859 document which put forward
the reform and restructuring of
hospitals pertaining to the state-
owned enterprises ({E\VEERRE K
B#), and the shareholding system
reform through introducing social
capital.
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Key Milestones in the Development of Private Hospital - Il

ginning for
1 private hospitals in China to be

| In line with the intemnational

I standards

| Accredited by the US Joint

: Commission Intemational (JCI),

1 Guangzhou Clifford Hospital (/#}
i ITEEERR) was the first hospital in

1 China which obtained this

! certificate.

e
: hospital

| In 2009, Xi'an Gaoxin Hospital (78
' ZRETEERR) became the first

| Grade A Class Il private hospital in

! China.

Source: government announcement, Frost & Sullivan analysis

The first Grade A Class lll private

A case of unsuccessful public
hospital reform

A private Specialized hospital
founded by a group of specialists
Huayuan Group took over several
hospitals from the local authority in
Xinxiang (§£Ti3), and established
Huayuan Zhongyuan Hospilal Co.Ltd
(SEFRRIREERTEIAE). However, it
was a unsuccessful case of large-scale
public hospital reform. Sanbo Brain
Hospital (= MB8F ER%) was
established in Beijing with an annual
operation volume of 3000, mainfy
cerebral surgery.

The first document refined the
details in encouraging social
capital to set up hospitals

Notice on Further Encouraging and
Guiding Private Capital to Invest In
Healthcare Institutions (X FH—E&ED
5B LASENETTITRRME
H]) slated that policy obstacles that are
impeding the development of private
health institutions should be elimi

and private health institutions are
treated the same way as public ones in
aspect of admission, licensure and so
forth,

FROST ¢

The first private hospital
invested by overseas healthcare
group and local capital

Xiamen Chang Gung Hospital (J
1< B2EEBx) was founded by
Taiwan Chang Gung Health Group
and Xiamen Public Utilities Co.,
LTD, which was the first hospital
invested by overseas healthcare
group and local capital.

Emphasize the role of market:
government-guided and market-
driven (B5519, ThiBEah)
Shenzhen C-Mer Dennis Lam Eye
Hospital (RYIFEEBHEGRIERN E),

ded by a famous op 5

was the first solely foreign-i

The beginning of new health
reform and the first healthcare
group that was listed on the
capital market

CPC Central Committee and lhe State
Councit announced the Guidance on
Deepening Reform of Health

System Hospital ATRILEF &K
I I) which marked the
beginning of new healih reform. The
successful IPO of Aier Eye Hospital
Group (B/REHEEERR#E) represenled
the first healthcare group that was
listed on the capital market in mainland
China.

e 2009

! The first regulation stated that

1 prices of non-public health
| institutions were determined by
| the market

y National Development and Reform

Commission (NDRC) and

hospital. The State Council issued the
Guidance on the Promotion of Health
Service Industry and Its Development

which emphasized the role of market in
the resource allocation.

SULLIVAN

\ational Health and Family Plannin
Commission (NHFPC) issued the
uidance on Implementation of
Market-adjusted Prices for Non-
public Health Institutions (<FJE2Y
METHWIET RS T THIENTS
HBREEAHEAD).

Qe 2
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Key Milestones in the Development of Private Hospital - llI

The total number of private
hospital exceeded public
hospital for the first time
By the end of 2015, the total
number of private hospitals
reaches 14.5 thousands,
accounting for 52.7% of all
hospitals in China.

The curtain on private hospital
management year kicks off

The National Health Commission
and the State Administration of
Traditional Chinese Medicine have
decided that from August 2020 to
December 2022, private hospitals
at all levels and types of private

the management year of private

Management Year" activity plan
will be issued.

Source: govemment announcement, Frost & Sullivan arIJ:alyIs{is

hospitals will carry out activities for

hospitals, and the "Private Hospital

Cancelled the restrictions on the
quantity and location of medical
institutions founded by the
social capital.

The Guiding Principles for the
Installation and Administration of
Medical institutions (2016-2020)
(EFTUSRELESRL)
issued by NHFPC stated that the
restrictions on quantity and location
of medical institutions founded by
the social capital were cancelled,
on the premise of conforming to
total planning amount and structure.

"13th Five-year" sanitation and
health plan

Vigorously develop social medical
sarvices. Encourage social forces
1o set up health service industries,
and reserve planning space for
social forces to run doctors based
on no less than 1.5 beds per
thousand permanent residents; the
establishment of individual clinics is
not restricted by the planning
layout. Give priority to the
establishment of non-profit medical
institutions.

=== 2017

OST & SULLIVAN

Opinions on promoting the
standardized management of
sustainable health of medical
care in the society

The NHC issued documents that
clearly increase government
support for social medical services,
including but not limited lo
expanding social medical space,
expanding land supply, promoting
government purchases of services,
implementing preferential tax
policies etc.
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Revenue of Hospitals in China, 2018-2030E

* Out of revenue of all Chinese hospitals, the private hospital segment is growing at a faster rate than the public segment.
Revenue of private hospitals increased from RMB 383.8 billion in 2018 to RMB 607.4 billion in 2022, with a CAGR of
12.2%. In the same period, revenue of public hospitals increased from RMB 2,805.2 billion to RMB 3,708.1billion, with
a CAGR of 7.2%. In the future, the private segment of in-hospital healthcare service will continue to grow at a faster
rate than the public segment.

» Although revenue of private hospitals is still small compared to that of public hospitals, private hospitals will play an
increasingly important role in China’s healthcare market in the future.

Revenue of Hospitals in China, 2018-2030E

= CAGR
e O
Bilion RMB ° Public Hospltals Private Hospltals  Total
20182022 72% 12.2% 7.9%
2022-2026E 8.3% 15.9% 9.5%
2026E-2030E 7.0% 15.3% 8.6%
20 86217
7.960.9
67500 73972
sssrs 51983
5,197.9 TG

4,747.0

4,315.4 8527

4,0980.5

3,596.8 3,687.0
4379

3,188.0

47286 5104 1
3,158 8

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
= Public Hospitals = Private Hospitals
Note: Private hospitals include those that are privale as well as those jointly operated by state entities and private entities.

Source: NHFPC, Frost & Sullivan analysis
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Number of Hospitals in China, 2018-2030E

* From 2018 to 2023, the total number of hospitals in China increased from 33,009 to 38,355, with a CAGR of 3.0%.
With growing demand for medical services, the number of hospitals is estimated to increase to 45,166 in 2026, with a
CAGR of 5.6% from 2023. Meanwhile, private hospital has experienced a rapid growth, increasing from 20,977 in 2018
to 26,583 in 2023, showing a CAGR of 4.9%, and it is estimated that the number of private hospitals will continue to
grow rapidly in the future. However, the number of public hospitals decreased from 2018 to 2022 and is estimated to
continue to decrease in the future.

Number of Hospitals in China, 2018-2030E

g CAGR
bk Public Hospltals Private Hospitals Total
2018-2023 04% 49% 3.0%
2023-2026E -1.1% 8.3% 5.6%
2026E-2030E 0.9% 6.9% 5.4%
55,846
s0318 02038
47,695 y
45,166
42,730
304 36570 36976 38.355 g2
33000 34354 35 -
35,105
11,804 11,661 11,590

2018 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E
mPublic ®Private

Note: Private hospitals include those that are private as well as those jointly operated by state entities and private enlities

Source: NHC, Frost & Sullivan analysis
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Visits and Inpatients of Public and Private Hospitals in China, 2018-
2023

- According to China Health Statistical Digest, the number of hospital visits for private hospitals in China was 702 million
in 2023, while that for public hospitals in China was 3,559 million in the same year. The patient visits of public hospitals
accounted for 83.5% of the total hospital patient visits in 2023 in China, while the patient visits of private hospitals only

accounted for 16.5% of the total hospital patient visits in the same year. Due to the COVID-19 pandemic, visits of both
public and private hospitals declined in 2020.

Visits of Hospitals in China, 2018-2022 Inpatients of Hospitals in China, 2018-2023
Million Million

CAGR CAGR

Period Period
Public  Private Total

Public Private Total
2018-2022 1.1% 4.7% 1.7% 2018-2023 4.1% 4.2% 4.1%

B =

B
w

36.7 375 379
3.051.2 3,2723 31892 2001
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022 2023
= Public hospital = Private hospital = Public hospital = Private hospital
Source: Chian Health Statistics Yearbook, NHFPC, Frost & Sullivan analysis
FROST ¢& SULLIVAN a7

Public Hospitals vs. Private Hospitals in China - |

Public vs. Private in Number of Beds Public vs. Private in Number of Average  Public vs. Private in Bed Utilization

in Operation, 2021 Beds per Hospital in Operation, 2021 Rate, 2021
Million 441.2 Percentage
5.2
80.3%
59.9%
2.2
. 89-1
Public hospitai  Private hospital Public hospital Private hospital Public hospital ~ Private hospital
Public vs. Private in Number of Doctors*, Public vs. Private in Number of Nurses,
2021 2021
Thousand 16713 Thousand 3 7g0.9
525.5 795.9
Public hospital Private hospital Public hospital Private hospital

Note: Include certified doctors and certified assistant doctors.

Source: NHFPC, Frost & Sullivan analysis
FROST & SULLIVAN 38




Public Hospitals vs. Private Hospitals in China - II

Number of Public Hospitals by Type, 2017-2021

Number of Private Hospitals by Type, 2017-2021

CAGR 2017-2021 CAGR 2017-2021
Total Public Hospitals -1.0% Total Private Hospitals 7.2%
General Hospitals -2.3% General Hospitals 4.4%
TCM Hospitals 0.5% TCM Hospitals 13.2%
Specialty Hospitals 1.4% Specialty Hospitals 9.5%
Others 3.8% Others 15.8% 24766
23524
2424 342 _— il
20977 1186 _—
18759 /&f e
7,844
12,297 12,032 11,930 wille " e 7,203
445 453 6,155 -
1,758 == 5,462 o e
T4 1775 ____-____-
B = =
12,885
7,549 7.351
2017 2018 2019 2020 2021 2017 2018 2019 2020 2021
= General Hospital = TCM Hospital = General Hospital = TCM Hospital
Specialty Hospital u Other Hospital Specialty Hospital = Other Hospital
Source: NHFPC, Frost & Sullivan analysis
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Growth Drivers of China Private Hospital Market

Increasing demand
for healthcare service

Uneven distribution
of medical resources

Favorable policies by
the government

Privatization trend of
public hospitals

Source: Frost & Sullivan analysis

Increasing demand for healthcare services in China has resulted in the fact that healthcare
institutions in China cannot satisfy all the demand. All the large domestic healthcare
institutions are faced with the problems from high load of patients. Thus, the emergence of
private hospitals will help solve the problems, creating opportunities for growth.

Traditionally, large hospitals in China are highly concentrated in the center of large cities.
However, with the progress of urbanization, it's necessary to build more hospitals in
emerging urban areas and suburbs of various cities to satisfy medical care needs from local
residents, which provides impetus for the rise of private hospitals.

In 2011, development of private hospitals has been set as a priority in the Government
Work Report and the “12th five-year” healthcare planning. The government prioritizes
building new private hospitals in many regions. The government is making efforts to
eliminate unfair factors between public hospitals and private hospitals, creating a more
favorable policy environment for private hospitals in tax and other areas.

Although healthcare resources in China cannot meet rapidly growing medical demand, part
of poorly-managed public hospitals and those controlled by large state-owned enterprises
are facing transition problem. The privatization and transfer of trusteeship of private hospitals
will provide opportunities for rapid growth.

FROST ¢& SULLIVAN
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Future Trends of China Private Hospital Market

Expanding scale and

group management

Wave of M&A
activities

Better regulatory
environment

Greater diversity of

services

Source: Frost & Sullivan analysis

Although private hospitals have proliferated rapidly in recent years, they still provide less
than 20% of total services due to their smaller size and lower utilization rates. However, with
the increasing investment from society capital, the scale of private hospitals is becoming
larger. At the same time, hospital groups will emerge to achieve the economy of scale and
improve their reputation among patients.

Many small, lower-end private hospitals will be gradually phased out as government
supervision strengthens and competition intensifies, and some private hospitals will be
merged or acquired by larger ones and hospital management groups. In addition, more and
more companies are entering the market and expanding their hospital investments through
various means, including acquisitions and joint ventures, creating a wave of merger and
acquisition activities in healthcare service market.

The policies regulating investment in private hospitals are improving, bringing with them
significant long-term opportunities to participate in public hospital reform or greenfield
establishment. As a result, more players will become involved in hospital investment, and
private hospitals’ contribution to overall healthcare services volume is projected to increase
steadily.

As China develops, its people are growing more aware of their healthcare needs,
demanding more preventive care and a greater diversity of healthcare services. Premium
healthcare service, rehabilitation service, senior care service may become the new attraction
to investors.
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Incidence of Total Cancer in China, 2018-2030E

» Cancer has been the second largest disease in China, the new cases is growing ta 4.4 million in 2023 from 4.9 million in 2018 with
the CAGR of 2.2%. Due to the awareness and diagnosis for cancer, the number of new cases will increase to 5.6 million in 2030
with the CAGR of 2.0%, from 2023 to 2030.

Total Cancer Incidence in China, 2018-2030E

Period CAGR
2018-2023 2.2%
2023-2030E 2.0%
54479 55481 56453
52412 53448 o
; 50332 51374 - -
Unit: Thousand 48247 4929.0 2
4619.3 4.7204 L
1 .- I I I I
2018 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Source: Frost & Sullivan Analysis
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Global Incidence of Cancer, 2017-2030E

* Global top 10 cancer type by incidence structure have minor difference with China. Top 10 cancer accounting over 60%

of all incidence shows a higher concentration than China cancer.

Incidence by Cancer Type of Global, 2017-2030E

Thousand
& s pr=r; — — ==
= = = = =
=3 m B
— — [
- =
[ )
=
: = N —
2022 | 2023E | 2024E | 2025E | 2026E | 2027E
Total 17,640.1 | 18,079.0 | 16,526.7 | 19.292.8 | 19,737.0 | 20,235.9 | 20,742.5 | 21256.8 | 21,776.7 | 22,308.2 | 22,845.2 | 23,389.5 | 23,9400 | 24.496.5
Carvix 5568 | 5720 | 5677 | 6041 | 621.5 | 6382 | 6550 | 6721 | 6894 | 7069 | 7247 | 7426 | 7606 | 7788
Lymphoma | 5768 | 5896 | 6026 | 6274 | 6403 | 6547 | 669.3 | 6842 | 6992 | 7144 | 7208 | 7454 | 7612 | 7774
HeadandNeck| 8204 | 8411 | 8622 | 9057 | 9296 | 9529 | 9764 | 10003 | 1,0245 | 1,0490 | 10738 | 10988 | 11242 | 1.149.7
Liver 8671 | ©867.7 | 9087 | 9319 | 9518 | 9734 | 9951 | 1,017.0 | 10389 | 1.061.0 | 1,0833 | 11055 | 14279 | 1.4502
Stomach 10067 | 1,033.7 | 1,0614 | 1,089.1 | 1,1205 | 1,151.3 | 1,1826 | 1,2144 | 12469 | 12799 | 13134 | 1.3476 | 1,821 | 1.417.4
Skin 12379 | 12761 | 13155 | 14143 | 14515 | 14972 | 1,5438 | 15913 | 1,6305 | 1,6666 | 1,738.5 | 17892 | 1.840.5 | 1,892
Prostale | 12962 | 1,208 | 1,3642 | 1.522.8 | 1.557.5 | 1,6043 | 1,6526 | 17023 | 17535 | 1,8064 | 1.8602 | 19160 | 19733 | 20322
Colorectum | 1,7541 | 18010 | 1,640 | 1,880.7 | 1,928.0 | 1.981.0 | 20351 | 2,090 | 21462 | 22033 | 22614 | 2.3205 | 2,0806 | 24414
Lung 2,035 | 20939 | 21528 | 22068 | 22660 | 2,330.4 | 23960 | 24627 | 2,5304 | 2,5093 | 2,669.3 | 2,7403 | 2.8122 | 2.8649 |
Breast 20450 | 2,0886 | 21337 | 22614 | 23012 | 2347.0 | 23948 | 24419 | 24601 | 2534 | 25637 | 26311 | 26764 | 2.7256 |
Others 54427 | 55653 | 56905 | 58485 | 59691 | 6.1046 | 62417 | 63806 | 65211 | 66633 | 6,807.1 | 6,9525 | 7,0991 | 7.247.1 |
Source: Globocan, IARC, Frost & Sullivan Analysis
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Incidence of Cancer in China, 2017-2030E

* Different from the global situation, among all types of cancers, lung cancer, stomach cancer, colorectal cancer, liver
cancer and thyroid cancer are the top 5 in China in 2021, together they can hold a proportion more than 50% of each
year's new patients.

*_The incidence of lung cancer, colorectal cancer and esophagus cancer has higher CAGRs than others.

Incidence of Cancer in China, 2017-2030E

Thousand
= = = E = =EEBEEEERE
= E EEE = E . -
— — | [ == - .
B i 5 B
| 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023E | 2024E | 2025F | 2026E | 2027E | 2028E | 2029E | 2030E
Total 41724 | 4.285.0 | 4,309.7 | 4,568.8 | 4.687.8 | 4,809.9 | 4,932.5 | 5,055.4 | 5,178.5 | 5,301.7 | 5424.9 | 5,547.8 | 5669.2 | 5.788.8
Pancreas | 1106 | 1128 | 1151 | 117.3 | 1195 | 121.7 | 1239 | 1260 | 128.2 | 130.3 | 1323 | 1344 | 1363 | 1382
Brain,CNS| 967.3 | 1025 | 108.1 | 1143 | 1200 | 127.9 | 1327 | 1377 | 1427 | 1478 | 1531 | 1588 | 1647 | 1706
Cervixuteri| 134.1 | 137.0 | 1401 | 1431 | 1461 | 1490 | 1519 | 1548 | 157.6 | 1603 | 163.0 | 1655 | 167.8 | 1704
Esophagus| 2071 | 2116 | 2163 | 2210 | 2259 | 2308 | 2359 | 2411 | 2463 | 2516 | 257.1 | 2626 | 2682 | 2739
Breast 2629 | 2716 | 2804 | 2696 | 2089 | 3086 | 3183 | a28.1 | 3380 | 347.8 | 3577 | 367.6 | 3774 | 3671 |
Thyroid | 3152 | 3207 | 3262 | 3316 | 3363 | 3410 | 3455 | 3498 | 3539 | 3578 | 3614 | 3648 | 3678 | 3706
Liver 3901 | 4002 | 4104 | 4208 | 4311 | 4417 | 4523 | 4628 | 4734 | 4838 | 4943 | 5046 | 5148 | 5247
Colorectum| 4136 | 4267 | 4400 | 4534 | 4676 | 4822 | 497.0 | 5119 | 527.0 | 5423 | 557.6 | 5730 | 5664 | 603.7
Stomach | 4290 | 4423 | 4558 | 4696 | 4839 | 4986 | 5135 | 5285 | 5436 | 5588 | 5740 | 5694 | 6046 | 6196
lung | 8402 | 8675 | 8953 | 9241 | 9538 | 9845 | 10155 | 10468 | 1,078.4 | 1,102 | 1.142.2 | 11744 | 1,206.4 1.238.1
Others | 6724 | 9920 | 1,012.1 | 1083.9 | 1.1038 | 1.123.7 | 1.1459 | 1,167.8 | 1,189.5 | 1,211.0 | 1.232.1 | 1,252.7 | 1,272.8 | 1,2922
Source: NCCR, IARC, Frost & Sullivan analysis
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Mortality of Cancer Globally, 2017-2030E

» Global top 10 cancer type by deaths are slightly different with China, including lung cancer, colorectal cancer, stomach
cancer, liver cancer, breast cancer , esophagus cancer, pancreas cancer, cervix cancer and leukemia.

Mortality of Cancer Globally, 2017-2030E

Thousands 12,940.2
12,292.0 12,611.9 14940

10,504.3 10,788.5 11,080.4 11,380.2 11,676.4 11,980.3

2 9,958.1 10,227.6 15504 ,788.

93156 95550 9761 ’ = = = =

= = — — ra— = = E = =
==§E"=E_-=E=_i'==-==.
2017 | 2018 | 2019 | 2020 | 2021 | 2022E | 2023E | 2024E | 2025E | 2026E | 2027E | 2028E | 2029E | 2030E
12,940.2

Total | 9,315.6 | 9,555.0 | 97612 | 9,958.1 | 10,227.6 | 10,504.3 | 10,788.5 | 11,080.4 | 11,380.2 | 11,676.4 | 11,980.3 | 12,292.0 | 12,6119 12,
Leukemia | 3027 | 3090 | 3104 | 3116 | 3187 | 3259 | 3333 | 3408 | 3485 | 3562 | 3640 | 3720 | 380.2 | 3885
Cervixuteri| 3047 | 3114 | 3182 | 3418 | 3487 | 3558 | 3630 | 3703 | 377.8 | 3849 | 3922 | 3996 | 407.1 | 4148
Prostate | 3496 | 359.0 | 368.6 ] ) | 4159 | 4304 | 4454 | 4610 | 4773 | 4940 | 5114 | 5204
Pancreas | 4207 | 4322 1 | 4660 | 4798 | 4939 | 5085 | 5235 | 5300 | 5545 | 5704 | 5668 | 6037 | 621.0
Esophagus| 4949 | 5086 | 522. i | et | ' | 6728 | 6902 | 708.1
Breast 6127 | 6267 | 6410 | 6850 | 7010 | 717.4 | 7342 | 7514 | 769.0 8206 | 8386 | B57.0
Liver 7623 | 7816 | B01.4 | 8302 | 8513 | 8729 | 8951 | 917.9 1. 1,010.9 | 1,0353 | 1,060.2
Stomach | 7621 | 7827 | 7925 | 7688 | 7903 | 8124 | 8352 | 8586 | 8826 | 9065 | 9309 | 956.1 | 981.9 | 1,008.4
Colorectum| 8583 | 880.8 | 9038 | 9159 | 9427 | 9702 | 9986 | 1,027.8 | 1,0579 | 1,0886 | 1,120.3 | 1,152.8 | 1.186.3 | 1,220.8
Lung 17127 | 1,7610 | 1,787.7 | 1,796.1 | 1,847.1 | 1,899.4 | 19533 | 2,008.6 | 2,065.6 | 2,124.0 | 2,184.1 | 2,246.0 | 2,309.5 | 2,374.9
Others | 2,7349 | 2,802.0 | 2.870.8 | 2,923.3 | 3,0006 | 3,079.9 | 3,161.3 | 32446 | 3,330.2 | 3,411.7 | 3,495.1 | 3,580.4 | 3,667.7 | 3,757.0
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Source: Globocan, IARC, Frost & Sullivan analysis
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Mortality of Cancer in China, 2017-2030E

» Among all types of cancers, lung cancer, liver cancer, stomach cancer, esophagus and colorectal cancer are the top 5
cancer deaths in China.

Mortality of Cancer in China, 2017-2030E

Thousand asass 36431
31628 3,262.5 3,359.6 3,454.1 y .

28255 29131 30734 % = = = =

24876 25548 26161 2,676.3 27458 & =
= i1 —_ = _—
— N = -
11101
E 2018 | 2019 ‘5 2021 | 2022E
Total 24876 | 2,5548 | 2.616.1 | 2,676.3 | 2,745.8 | 2,825.5
Lymphoma | 523 537 553 | 56.8 58.5 60.2
Leukaemia | 555 | 56.7 580 | 593 607 | 621
Brain,CNS| 581 | 596 61.0 625 64.0 65.5
Breast | 724 | 742 76.2 782 | 802 | 822

Pancreas 89.7 927 95.7 98.8 102.2 105.6
Colorectum| 1964 | 2025 | 2088 | 2154 | 2230 | 2309
Esophagus| 1990 | 2057 | 2127 | 2189 | 2273 | 2349
Stomach | 3076 | 317.6 | 3278 | 3384 | 3434 | 360.8

Liver 3419 | 3508 | 3600 | 3694 | 3785 | 387.8
|Lung 6655 | 6877 | 710.7 | 7344 | 7589 | 7843
Others 4493 | 4535 | 4499 | 4431 | 4432 | 4512

Source: Globocan, IARC, Frost & Sullivan analysis
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Five-year Survival Rate of Selected Cancers Between China and the

U.S.

- China's 5-year survival rate lags far behind the U.S. in prostate cancer, testis cancer, melanoma of skin, lymphoma and
leukemia, according to the investigation in China (2012-2015) and the U.S. (2011-2017).

= For lung cancer which has the largest patient pool in China, it has equivalent survival rate when comparing to the U.S.
This is because the much higher EGFR mutation rate among China patients.

Five-year Survival Rate of Selected Cancers in China and the U.S.

lon—
. Thyroid HH Kidney |Prostate| Cervie | Larynx el Testis
rectum

China 84.3% 62.0% 72.8% 60.8% 664% 59.8% 57.7% 56.9% 652% 504% 455% 451% 39.1%

the U.S. 98.3% 90.3% 77.1% 75.6% 97.5% 66.3% 60.7% 647% 94.9% 66.9% 62.0% 93.3% 49.1%

Source: NIH, CDC, NCCR, Fost & Sullivan analysis
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Leukemi

372% 35.1% 303% 26.7% 254% 19.7% 12.1%

7.2%

732% 324% 19.9% 326% 650% 21.7% 203% 10.8%
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Incidence and Mortality of Main Cancers in Provinces that Company

Operates in China, 2018

Incidence of Main Cancers in Provinces that Company Operates in China, 2018

Lung
Colorectal 5.5 40
Stomach 6.8 4.9
Esophageal 3.9 2.8
Liver 8.2 6.0
Breast 12.0 8.7

9.1

10.3

6.4

15.1

18.9

316

28.2

251

43.3

Mortality of Main Cancers in Provinces that Company Operates in China, 2018

Lung
Colorectal 3.7 2.7
Stomach 49 3.5
Esophageal 3.2 23
Liver 4.9 3.5
Broast 25 1.8

Source: National Cancer Center, China Cancer Registry, ngl & Sulli?n analysis
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Full-cycle Cancer Medical Services
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Source: NIH, CDC, Frost & Sullivan analysis

+ Cancer prevention is an action targeting the whole population to lower the risk of getting

cancer.

= This can include primary prevention, secondary prevention and tertiary prevention.

= Cancer screening refers to the use of effective and affordable tests across a healthy

population to identify those individuals who present with average or high risks of cancer, such
as those with family history, genetic predispositions, exposure to carcinogens and so on.

+ Cancer screening can help those to make timely referrals for diagnosis and treatment.

The diagnosis of cancer entails an attempt to accurately identify the anatomical site of origin of
the malignancy and the type of cells involved.

The population that should undergo cancer diagnosis typically includes individuals who exhibit
symptoms suggestive of cancer, have abnormal results in early cancer screenings, or fall
within recommended diagnosis guidelines for specific cancers.

Each different cancer requires a specific treatment plan, including the use of one or more methods, such
as surgery, radiotherapy, chemotherapy, etc. Cancer treatment is based on the stage of the cancer,
other factors are also considered, such as the likefihood of a cure or the side effects of treatment.

+ The population who should receive cancer treatment includes the individuals who have been diagnosed

with cancer through series of diagnostic procedures. Once diagnosed, cancer freatment is
recommended for those who are fit for treatment, have access to appropriate medical resources, and
whose cancer treatment benefits overweight risks.

- Cancer rehabilitation refers to monitoring, long-term follow-up, psychosocial support, physical

rehabilitation, and integrative medicine support after radical cancer treatment. Cancer rehabifitation
should be available before, during and after cancer treatment, running through the whole-cycle of cancer
management.

= The population who receive cancer rehabilitation includes who have undergone or are undergoing

tment, who have comp
Patients with long-term or late effects of cancer it, exp ing functi
psychosocial or palliative care needs also require rehabilitation interventions.

d active cancer treatment and are transitioning to life after cancer.
i ional impairments, with
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Overview of Main Treatment Methods for Cancer - |

7

o c—
A procedure where cancer cells is
removed through surgery, including
general surgery and minimal
invasive surgery.

Minimal Invasive
Procedures

Surgical techniques that limit the
size of incisions needed

Radiotherapy

A cancer treatment that uses high
doses of radiation to kill cancer cells
and shrink tumors.

Source: Frost & Sullivan analysis

Surgery works best for solid tumors that are contained in one area. It is not
used for leukemia or for cancers that have spread.

Surgical treatment is suitable for the treatment of tumors that are still in the
early stage, such as stage | cervical cancer, breast cancer, etc. For advanced
patients who have already had systemic metastases, it is not suitable for
camying out surgical operations to control the disease.

Minimally invasive procedures (also known as minimally invasive surgeries)
encompass surgical techniques that limit the size of incisions needed, thereby
reducing wound healing time, associated pain, and risk of infection.

By use of a minimally invasive procedure, a patient may require only an

adhesive bandage on the incision, rather than muitiple stitches or staples to
close a large incision. Recent advances including image guided procedures
including MRI-guided high-intensity focused ultrasound or cryoablation, etc

Radiotherapy can be used to treat many types of cancer including solid tumors
and hematologic tumors. About 70% of tumor patients need radiotherapy
control at different stages of disease development, and it can be used alone or
as part of a comprehensive treatment, combined with surgery or chemotherapy
to improve the therapeutic effects of cancers.

Typical radiotherapy treatments include Co-60 stereotactic radiotherapy, linear
accelerator treatment, and proton & heavy ion radiotherapy, etc.. Proton and
heavy ion radiotherapy are collectively referred as particle therapy and there is
an increasing international interest into the use of them.
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Overview of Main Treatment Methods for Cancer - Il

A cancer treatment that uses
chemical substances, especially one
or more anti-cancer drugs to stop or
slow the growth of cancer cells.

A cancer treatment that targets the
changes in cancer cells that help
them grow, divide, and spread.

A cancer treatment applies
biological agent to induce the
patient's own immune system to

Chemotherapy can be used to treat many types of cancer alone or in
combination with other treatments.

Chemotherapy is a systemic treatment. Most early, middle, and advanced
cancer patients require chemotherapy, especially chemotherapy-sensitive
tumors such as lymphoma and leukemia.

Typical chemotherapeutic drugs include alkylating agents, antimetabolites, anti-
tumor antibiotics and etc..

Most targeted therapies are either small-molecule drugs or monoclonal
antibodies. Targeted therapy works by helping the immune system destroy
cancer cells, stopping cancer cells from growing, stopping signals that help
form blood vessels, efc..

Targeted therapy is suitable for cancers that have targets for certain drugs,
includes a variety of solid tumors and blood cancers. The targets are tested by
biopsy.

Typically targeted therapy drugs include Apatinib, Axitinib, Aflibercept,
Sorafinib, Pertuzumab, etc..

Suitable for a variety of solid tumors and blood cancer, such as liver cancer,
leukemia. Biological agents mainly include cytokines, monoclonal antibodies,
tumor vaccines.

Biological agent therapy is a relatively new treatment and also a better choice
for older patients with poor immunity and fear of side effects of radiotherapy
and chemotherapy. Side effects of biological agent therapy are related to the
health status and disease type of the patient, including diarrhea, abnormal

fight cancer.

Source: Frost & Sullivan analysis

blood routine results and autoimmune myocarditis.
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China Oncology Medical Service Industry Features

Low Cancer Early
Screening Rate

Shortage and
Uneven
Distribution of
Cancer Medical
Resources

Public hospitals
place more
attention on cancer
treatment, but not
screening and
rehabillitation

Long Treatment
Cycle and Heavy
Burden

In China, the number of new cancer patients keeps increasing every year. The therapeutic efficacy of cancer is
related to the time of diagnosis. If tumors can be detected early, monitored and treated in time, the five-year
survival rate will be greatly improved. At present, the five-year survival rate in China is only about 40.5%, which
is much lower than that of the United States, which is around 67.1%, mainly resulting from the insufficient
awareness of cancer prevention and low cancer early screening rate.

China's cancer medical resources are unevenly distributed, where high-quality medical resources are
concentrated in large cities, and medical resources in second- and third-tier cities are relatively scarce. For
example, the number and advanced degree of radiotherapy equipment is significantly higher in developed cities
than in underdeveloped cities. At the same time, compared with developed countries, China’s cancer medical
resources are short-handed. The number of radiotherapy machines per million people was around 1 to 2 in
China, much lower than that of the United States.

Under current situation, public hospitals are undertaking more tumor medical service needs. However, these
hospitals mainly focus on tumor treatment, but usually allocate less medical resources into the cancer screening
and post-treatment rehabilitation part. This contributes to the fact that many of the patients are diagnosed at later
stage of tumor and miss the best treatment window. On the other hand, the physical and mental health of the
patients after cancer treatment, which affects the quality of life of patients, are also under shortage of
professional staff and facilities.

Due to the lack of early cancer screening, many cancer patients are diagnosed at late stage of cancer, the
treatments are usually more complicated and requires longer hospital stay. Besides, due to the unevenly
distributed medical resources, patients usually need to be transferred to hospitals in other cities with better
treatment facilities and more skilled medical professionals. The results in higher treatment cost and a heavy
financial burden on the patients.
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Number of Oncology Outpatient Visits in Medical Institutions in
China, 2017-2021

+ Oncology outpatient visits in medical institutions in China were 35,096 thousand in 2017 and then increased at a high
speed in next few years, reaching 55,834 thousand in 2021 with a CAGR of 12.3%.

Number of Oncology Outpatient Visits in Medical Institutions in China, 2017-2021

Period CAGR
2017-2021 12.3%
55833.8
Thousand
45731.8 46956.5 8,811.2
89707.0 6.785.1 7,502.9
23864 5,839.9
4,969.2
30.127 33,867
2017 2018

2019 2020 2021
mPublic « Private

Source: NHC, Frost & Sullivan analysis
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Number of Oncology Inpatient Visits in Medical Institutions in China,
2017-2021

- Oncology inpatients in medical institutions in China were 7,833 thousand in 2017 and then increased at a high speed in
few years, reaching 12,121 thousand in 2021 with a CAGR of 11.5%.

Number of Oncology Inpatient Visits in Medical Institutions in China, 2017-2021

Period CAGR
2017-2021 11.5%
Thousand o
10224.3 10092.4 a2
= 8906.7 1783.9 1933.9
= 1631.1
1375.1
6,458
2017 2018

2019 2020 2021
mPublic « Private

Source: NHC, Frost & Sullivan analysis

FROST & SULLIVAN 54




Number of Oncology Beds in Medical Institutions in China, 2017-
2021

¢ In 2017, there were 216.2 thousand beds in oncology medical institutions in China. From 2017 to 2021, the number of
beds in oncology medical institutions experienced rapid growth, reaching 272.5 thousand in 2021 with a CAGR of 6.0%.

Number of Oncology Beds in Medical Institutions in China, 2017-2021

Period CAGR
2017-2021 6.0%
Thousand 2725
258.8 .
NE 241.5
216.2 : 744 81.1
665 '

52.6

1636

2017 2018 2019 2020 2021

®Public » Private

Source: NHC, Frost & Sullivan analysis
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Specialized Oncology Hospital Bed Occupancy Rate

* In China, the bed occupancy rate in specialized oncology hospitals are among the highest across all specialized hospitals,
indicating the shortness of medical resource in oncology treatments. From 2016-2019, the bed occupancy rate have
been over 100%. The temporary decrease in 2020 was due to COVID-19.

Specialized Oncology Hospital Bed Occupancy Rate, 2017-2021

123.8% 125.9% 127.2%

106.1% 105.7%

97.8%

92.7%

86.0% 85.6%

78.8%

2017 2018 2019 2020 2021
mQverall =Public = Private

Source: NHC, Frost & Sullivan analysis
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Number of Specialized Cancer Hospitals in China, 2017-2021

» In 2017, there were 74 public oncology hospitals in China, and 81 in 2021.

« Between 2017 and 2018, the number of private oncology specialized hospitals in China experienced rapid growth.
However, the number of private specialized cancer hospitals is 76 in 2021.

Number of Specialized Cancer Hospitals in China, 2017-2021

Period Public Private Overall
2017-2021 2.3% -0.3% 1.0%

78
77 —
76 76
74 ' |

I | 72
| |
1k | |
- |
I /]

2017 2018 2019 2020 2021
= Public = Private
Source: NHC, Frost & Sullivan analysis
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Oncology Revenue of Healthcare Institutions in China, 2018-2030E

Breakdown by Public and Private

+ Oncology revenue at healthcare institutions in China increased from RMB 337.1 billion in 2018 to RMB 495.1 billion in
2022, with a CAGR of 10.1%.

- With the growing demand and improving access for cancer treatment, oncology revenue of Chinese healthcare
institutions is projected to reach RMB 768.7 billion in 2026, growing at a CAGR of 11.6% from 2022 to 2026. Meanwhile,
oncology revenue of private institutions will reach RMB 109.2 billion in 2026, growing at a CAGR of 19.8% from 2022 to
2026. Oncology revenue of Chinese healthcare institutions will continue to grow from RMB 768.7 billion in 2026 to RMB
1,121.4 billion in 2030, with the private sector growing from RMB 109.2 billion to RMB 207.5 billion.

Oncology Revenue of Healthcare Institutions in China, 2018-2030E

CAGR
Period Public Private Total
Institutions Institutions
2018-2022 9.4% 16.2% 10.1%
2022-2026E 10.5% 19.8% 11.6%
1,121.4
2026E-2030E 8.5% 17.4% 9.9% o371 1,027.0
Billion RMB 7667 850.5 -
691.1 , 129.4 152
619.3 1092
553.2 91.5
466.1 495.1
3s11 8073 498
405 : 721 1 7847

= 599 5 6595
366.7 4

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
mPublic Institutions  m Private Institutions

Note: Private Institutions include those that are private as well as those jointly operated by state entities and private entities.

Source: NHC, Frost & Sullivan analysis
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Oncology Revenue of Private Healthcare Institutions in China, 2018-
2030E

* Oncology revenue at private healthcare institutions in China increased from RMB 29.1 bitlion in 2018 to RMB 53.0
billion in 2022, with a CAGR of 16.2%.

Oncology Revenue of Private Healthcare Institutions in China, 2018-2030E

Period CAGR

2018-2022 16.2%
2022-2026E 19.8%
2026E-2030E 17.4%
2075
Billion RMB 178.3
1524
1294
1092
759
== = = . . . - - 5 " e - .

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

Note: Private Institutions inciude those that are private as well as those jointly operated by slate enlities and private entities.

Source: NHC, Frost & Sullivan analysis
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Oncology Revenue of Healthcare Institutions in China, 2017-2030E
Breakdown by First-Tier Cities, Second-Tier Cities and Third-Tier Cities & Other Cities

+ Third-tier cities & other cities accounted for the largest proportion of total oncology revenue of healthcare institutions in
China, increasing from RMB 169.3 billion in 2017 to RMB 263.9 billion in 2021 with a CAGR of 11.7%. With more
construction of local hospitals and entrance of more medical resources the revenue is projected to increase fast and
reach RMB 412.7 billion in 2025, representing a CAGR of 10.7% from 2021.

* During 2017 and 2021, revenue of first-tier cities and second-tier cities also increased rapidly, growing from RMB 48.2
billion and RMB 81.1 billion in 2017 to RMB 74.7 billion and RMB 127.5 billion in 2021, representing the CAGR of
11.7% and 12.0%, respectively. It is estimated that the market size in first-tier cities and second-tier cities will continue
to grow and reach RMB 112.0 billion and RMB 194.5 billion in 2025, respectively.

Oncology Revenue of Healthcare Institutions in China, 2017-2030E

CAGR
Period i P Second-Tier Third-Tier Cities
First-Tier Cities Gities & Other Cities Total
2017-2021 11.6% 12.0% 1.7% 11.8%
2021-2025E 10.7% 11.1% 11.8% 11.5%
2025E-2030E 8.9% 9.7% 10.8% 10.2%
1,171,2
N 973.1 MYy
RMB Billion - 874.2 1???%'3 o
719.2 ) o 1454 308.6
se0s 0531 : 2825

122,
a61 5277 [o§e 111200 ! 258.5
311 4073 g P2y o=

337.1 - B 3.9
298.5 - 74T
e B34 604] B35 434 .
482 993 102> 1052 Q127 5 569 2 [l 629.2

E 2188 il 2356 [l 263 9 [ 3003

2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
m Third-Tier Cities & Other Cities m Second-Tier Cities First-Tier Cities

Source: Frost & Sullivan analysis
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Incidence of Cancer in China, 2017-2030
Breakdown by First-Tier Cities, Second-Tier Cities and Third-Tier Cities & Other Cities

Incidence of Cancer in China, 2016-2030E

CAGR
Period N . - Second-Tier Third-Tier Cities
First-Tier Cities Cities & Other Cities Total
2017-2021 2.2% 2.4% 2.7% 2.6%
2021-2025E 2.1% 2.3% 2.6% 2.5%
2025E-2030E 1.8% 2.0% 2.3% 2.2%
Thousand 4986 5,109 ?,_?32
4,747 4865 U0 s |
4400 4514 4630 oo a79 825 |
4172 4285 oo gay  EEE @ BIE
gEg 288 22 ' 845 864
806 826
768
3,124 3.301 Jll 3.390 [l 3.479 B8 570
2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
m Third-Tier Cities & Other Cities = Second-Tier Cities » First-Tier Cities
Source: NHC, Frost & Sullivan analysis
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Overview of Specialized Cancer Hospitals in China

« In China, oncology medical institutions consist of public general hospitals with oncology departments, public oncology
specialized hospitals, private general hospitals with oncology departments, private oncology specialized hospitals, etc.

General Hospitals General hospitals provide patients with basic and comprehensive medical services, including oncology
with Oncology services in the form of specialized departments, such as oncology and oncology surgery. Public general
Departments hospitals that open the oncology department are mainly Class Il hospitals, and the oncology department
Public opened by the Class Il hospital is difficult to cope with serious caners.
Hospitals = - : - =
Oncology Compared with ger.leraI hospitals, public oncology hospﬂa!s have a hlgheI: fiegree_of refinement for
Speclalized tumor treatment. Different departments are set up depending on the specrf.lc location and type of tumor.
Hospitals Cancer treatment in these hospitals is more elaborate, usually equipped with large-scale medical
equipment.
ita Many private general hospitals set oncology departments as key departments. In order to compete with
Gsvr;te;acl)ll:(::)slg Is public hospitals, such hospitals generally rely on the advantages of general hospitals to provide
Departm ent?sy personalized and comprehensive medical services. A team of interdisciplinary experts is usually formed
Private to give different treatment options for different situations of patients.
Hospitals - - = = E - -
Oncology Private oncology hospitals focus on Prowqmg oncolog¥ medlca'l services, most qf which apply unique
Speclalized treatment techniques and some provide high-end medical services to atiract patients. Ir} recent years,
Hospitals many social capital has begun to invest in oncology hospitals. Taking advantage of capital, those
hospitals can equip with more advanced large-scale cancer diagnosis and treatment equipment.
Women and Other institutions include specialized public health institutions or hospitals for special populations, such
Others Children Hosplitals | as matemal and child health centers and pediatric specialized hospitals. The former will provide medical
or Pedlatric services for gynecologic cancers, while the latter will target pediatric cancers. This type of medical facility
Hospitals can provide a treatment plan that minimizes patient harm for special populations.

Source: Frost & Sullivan analysis
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Advantages of Private Specialized Cancer Hospitals

» Comparison of private specialized cancer hospitals and general hospitals with oncology departments: Public hospitals
have comprehensive disciplines and provide convenience for patients to diagnosis disease especially diseases which
are still not clear yet. In comparison, private specialized hospitals have higher degree of refinement for tumor treatment,
with more flexibility in management systems and services, alternative drugs & equipment and advanced training system.

> Private hospitals are originally developed in the form of enterprises, and basically adopt the enterprise
Flexible Management management, so they are more adaptable to market development and can make timely adjustments to
System & Service service content and prices according to the actual needs of patients and changes in the medical market.
Private specialized cancer hospitals usually have a higher doctor-patient ratio, improving the patient
treatment experience with faster access to medical resources and high-end personalized care.

> Public hospitals provide patients with basic and comprehensive medical services. They will procure the
bid-winning drugs with the priority and doctors will prescribe the drugs to meet the quantity commitment.

Alternative Drugs and > Patients in private specialized cancer hospitals can also have access to drugs that have not been procured
Equipment by oncology department of public hospitals. Taking advantage of capital, some private specialized cancer
hospitals can equip with more advanced large-scale cancer diagnosis and treatment equipment, such as
proton therapy.
Advanced Training > :::Ii:ﬂ:n:;pitals focus on training general practitioners through the clinical rotation, professional training

Syste;n h;(;ri C?Snt(;OIOQV > Under flexible management system, private specialized oncology hospitals can establish a reasonable

distribution system according to their own situation and market environment.

> The complete cancer management cycle usually including cancer screening, cancer diagnosis, cancer
treatment and cancer rehabiitation. Traditional public hospital usually focus on cancer diagnosis and
Full-cycle Cancer h'e_atment. b|:|t lack the resources .and facilities for screening and rehabilitation.
Management > Private hospital are more flexible in terms of management systems and department arrangement, and can
fulfill the unmet demand of cancer screening and rehabilitation. For example, some private hospital groups,
including Bayzed Hospital Group, are building a full-cycle cancer services covering each step from
screening to rehabilitation services, providing tailored on-stop service for cancer patients,

Source: Frost & Sullivan analysis
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Rankings of Private Cancer Hospital Groups in China, 2022

Ranking category: Private cancer hospital groups in China
Measure: Medical institutions with oncology

Definition: Any medical institution that provides cancer therapy services; includes both specialized cancer institutions and
comprehensive institutions that provide cancer therapy

Rankings by Number of Medical Institutions with Oncology, 2022

Number of Self-owned

Ranking Company Number of Institutions  hospitals with Oncology
services
1 Hyg.eia Group 31 12
= -
APMG
e (CAETES) 8 8
3 Bayzed Medical 8 6
(EFETERE)
KeXin Group
4 (B > 4
Concord
2 (B - 2
INKON Life
6 RIERES) 6 3
Source: Frost & Sullivan analysis FROST @ SULLIVAN 64

Note: Self-owned hospital refers to those with more than 50% holding




Rankings of Private Cancer Hospital Groups in China, 2023

Ranking category: Private cancer hospital groups in China

Measure: Medical institutions with oncology
Definition: Any medical institution that provides cancer therapy services; includes both specialized cancer institutions and
comprehensive institutions that provide cancer therapy

Rankings by Number of Medical Institutions with Oncology, 2023

Number of Self-owned hospitals

Ranking Company with Oncology services
1 Hygeia Group 15
| (551
2 APMG 9
(EXETTEH)
3 Bayzed Medical 6
(EEEyTSER)
4 KeXin Group 4
. (fEEER)
' 5 Concord 3
EFEA) !
5 INKON Life 3
(BRED)
Source: Frost & Sullivan analysis FROST ¢& SULLIVAN 65

Note: Self-owned hospilal refers to those with more than 50% hoiding

Rankings of Individual Private General Hospitals in China, 2022

Ranking category: Individual private general hospitals in China

Measure: Private general hospitals
Definition: Any individual private general hospitals that provides healthcare services

Rankings by Total Revenue of Individual Private General Hospitals in China, 2022

Ranking Company Total Revenue (billion RMB) Market Share
Foshan Fosun Chancheng Hospital*
1 5 215 0.35%
(LS SRR J
Puyang Oil Field General Hospital®
2 ¥ 1.85 0.30%
(RS HIFR S EERR) .
Dongguan Tungwah Hospital®
3 CREIRAER) 1.65 0.27%
Xi'an International Medical Center
4 Hospital® 1.62 0.27%
(ELEREZH)
" ; E
5 Nanjing Be;QﬂﬂhggElg)Center 1.43 0.24%
Nmel-fospnal Als embnsr:ad in 1958 and Iocated in Foshan, G i The hospital is affifited with a I|sted company on Shanghal Stock Exchange, ms&;inl AisaClass
lll Gmdn A MgP in spine b% women and children's center. It was award g ovince nlhunn-s!yle Advance Collective’ (I %
- Ho lal B is eﬁ?ghs:—zzh:ﬁggmsroi:fe??f:ﬁ::: dﬁnnnﬁnpg?wﬂl:cﬁ:!‘ﬂ? iﬂ?ﬁf)@ﬁ:}mﬁ:ﬁ"mw i :-Ehﬂﬁ m:eq di r medicine,
5:?1:5 obsteﬂlncs Handgyn o ﬁtﬁn%ﬁ:g:%arg eau';eIL was :evlvmi-leu oy ?.]L;hnn Unit' (mﬁt!ﬂfmf Advanced Group in 1he Pravincial Health' {ﬁélii%%
BMI’I o
. Hospl'lél c"go:;agunapm 19(95 and Bocalud in Don:gu; ity wnfa{ ital |; affiiated with a listed I ont Stock Exchange. Hospilal B is a

Class ll| Grade A hospital sp Ff rnnduml:msamg It was d 'Dongguan O ing Social Contribution Award' (5211
11 b 2 4|19 @A EEY, Donaauan Mouo! Urdtfwi-{onest Services FT A B % R ), and D ina Unit for C ive Hosoital A 1 Work' (




Rankings of Private Cancer Hospital Groups in China, 2022

Ranking category: Private cancer hospital groups in China

Measure: Medical institutions with oncology
Definition: Any private medical institution that provides cancer therapy services; includes both specialized cancer
institutions and comprehensive institutions that provide cancer therapy

Rankings by Total Oncology Revenue of Self-owned Hospitals, 2022

Total Oncology Revenue

Ranking Company (million RMB) Market Share*

Hygeia Group 9

1 =) 14384 2.7%
APMG 9

2 (TAEFSEH) 1010.0 1.9%
INKON Life a

3 (BEES) 483.6 0.9%

4 Soncor 2483 0.5%

(=5 ’

Bayzed 9

5 EZ) 2427 0.5%
KeXin Group B

6 k) 146.4 0.3%

Note: *Share of Oncology Revenue of Private Healthcare institutions.

Source: Frost & Sullivan analysis
FROST ¢& SULLIVAN

Rankings of Private Cancer Hospital Groups in China, 2023

Ranking category: Private cancer hospital groups in China

Measure: Medical institutions with oncology
Definition: Any private medical institution that provides cancer therapy services; includes both specialized cancer
institutions and comprehensive institutions that provide cancer therapy

Rankings by Total Oncology Revenue of Self-owned Hospitals, 2023
Total Oncology Revenue

Ranking Company (million RMB) Market Share*
1 ”Vg(g%%‘)’”p 1778.4 2.8%
2 (m'é‘é';,"?;) 13440 21%
3 ('ggi“'ﬁ;;fe 505.6 0.8%
4 3%’;;’ 3450 0.6%
5 (C%"q’;g;g) 3200 0.5%
6 K%fi{',‘g&%’p 150.0 0.2%

Note: *Share of Oncology Revenue of Private Healthcare Institutions

Source: Frost & Sullivan analysis
FROST ¢& SULLIVAN

67

68



Rankings of Private Cancer Hospital Groups in China, 2022

Ranking category: Private cancer hospital groups in China

In terms of cancer screening revenue of private cancer hospital groups, Hygeia Group ranked first with 59.5 million RMB
in 2022. Bayzed group ranked 3™ with 16.2 million RMB revenue in 2022.

Rankings by Cancer Screening Revenue of Self-owned Hospitals, 2022
Oncology Screening Market Share*

Ranking Company Revenue (million RMB)
|
Hygeia Group o
1 ClE=Tr) 59.5 2.6%
APMG o
2 AEFES) 235 1.0%
Bayzed o
3 (52) 15.0 0.6%
Concord o
4 (EerhEED) 13.0 0.6%
INKON Life 0
5 BELED) 11.8 0.5%
KeXin Group 9
6 (EEGRE) 69 0.3%
Note: *Share of Oncology Revenue of Private Healthcare Institutions.
Cancer screening services including early cancer screening services and diagnosis services.
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Source: Frost & Sullivan analysis

Rankings of Private Cancer Hospital Groups in China, 2023

Ranking category: Private cancer hospital groups in China

In terms of cancer screening revenue of private cancer hospital groups, Hygeia Group ranked first with 98.6 million RMB
in 2023. Bayzed group ranked 3 with 24.2 million RMB revenue in 2023.

Rankings by Cancer Screening Revenue of Self-owned Hospitals, 2023

Ranking Company Rg\:e‘i\ol:z%%:?lfir::rg&ga) Market Share*
1 Hy%g%%’“" 98.6 42%
2 (SIE;!?%/:I?G%@) 67.6 2.9%
3 3‘%;;;’ 242 1.0%
4 (gq’f;%g) 183 0.8%
5 ('%'%"alp';fe 17.7 0.8%
6 K‘(*%i%%%;p 143 0.6%

ate Healthcare Institutions.
ancer screening services and diagnosis services.
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Rankings of Private Cancer Hospital Groups in China, 2022

Ranking category: Private cancer hospital groups in China

In terms of cancer rehabilitation revenue of private cancer hospital groups, APMG ranked first with 110.0 million RMB in
2022. Bayzed group ranked 4" with 26.5 million RMB revenue in 2022.

Rankings by Cancer Rehabilitation Revenue of Self-owned Hospitals, 2022

Oncology Rehabilitation

Ranking Company Revenue (million RMB) Market Share*
APMG o
1 (AEFES) 110.0 4.9%
Hygeia Group o
2 CR=T) 59.0 2.6%
INKON Life O
3 BEED) 376 1.7%
Bayzed B
4 ) 26.5 1.2%
Concord 9
5 (SEchEER]) 234 1.0%
KeXin Group 9
6 RS 6.3 0.3%
Note: *Share of Oncology Revenue of Private Healthcare Institutions.
Source: Frost & Sullivan analysis
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Rankings of Private Cancer Hospital Groups in China, 2023

Ranking category: Private cancer hospital groups in China

In terms of cancer rehabilitation revenue of private cancer hospital groups, APMG ranked first with 123.6 million RMB in
2023. Bayzed group ranked 4™ with 21.4 million RMB revenue in 2023.

Rankings by Cancer Rehabilitation Revenue of Self-owned Hospitals, 2023
Oncology Rehabilitation

Ranking Company Revenue (million RMB) Market Share*
1 (m?g:%) 1236 5.0%
2 Hy@(’g%%’“p 786 32%
3 '{‘ggj‘ﬁge 446 1.8%
4 3%’2}5;’ 214 0.9%
5 (gq’;;:;‘u’) 135 0.5%
6 K%fi%g%p 9.8 0.4%

Note: "Share of Oncology Revenue of Private Healthcare Institutions

Source: Frost & Sullivan analysis
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Oncology Revenue of Private Healthcare Institutions in China, 2018-2030E

Breakdown by Cancer Screening, Treatment and Rehabilitation

from 2018 and 2022, pushing the figure from RMB 0.8 billion in 2018 to RMB 2.3 billion in 2022.

» Oncology revenue at private healthcare institutions in China increased from RMB 29.1 billion in 2018 to RMB 53.0
billion in 2022, with a CAGR of 16.2%. Oncology rehabilitation service revenue in China increased at a CAGR of 30.1%

Oncology Revenue of Healthcare Institutions in China, 2018-2030E

CAGR
Period Cancer Cancer Cancer
Treatment Screening Rehabilitation
2018-2022 15.2% 29.3% 30.1%
2022-2026E 17.8% 34.1% 39.4% 152.4
i y
2026E-2030E 15.3% 26.5% 29.1% 1294 e
109.2 13 123
- 915 8.5 9.7
Billion RMB 75.9 2T 75
613 46 57
49.8 53.0
- 3.2 4.2
L 35.8 40:5 19 2.3 3,0 2os4 IR 2>
- 10 1.3 19 23 93.1
0.8 . 1.5 795
0.8 460 48 4 55874 CiAl
275 336 37.8
2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E  2027E  2028E

mTreatment = Screening Rehabilitation

Source: NHC, Frost & Sullivan analysis
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Note: Private Institutions include those that are private as w§l as lhose%intl%era?ed‘lgy slate entities and pnvate enlities.
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Oncology Revenue of Private Healthcare Institutions in China, 2018-2030E

Breakdown by Cancer Screening, Treatment and Rehabilitation

billion in 2023, with a CAGR of 16.6%.

- Oncology revenue at private healthcare institutions in China increased from RMB 29.1 billion in 2018 to RMB 62.6

Oncology Revenue of Healthcare Institutions in China, 2018-2030E

CAGR
Period Cancer Cancer Cancer
Treatment Screening Rehabilitation
2018-2023 15.7% 30.4% 25.9%
2024E-2027E 18.3% 34.5% 39.0%
2027E-2030E 15.3% 26.2% 29.5% 155.5
131.3 116
109.6 8.6 144
Billion RMB 91.2
75.1 4.3
62.6 3.2 6.4
49.8 53,0 2.5 45
: : 1298
5ol 358 40.5 1.9 2.3 32
: 1.0 1.3 19 23
0.8 . 80.5
1 11 s 674
¢ 48.4 i
2018 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E  2028E

mTreatment m Screening Rehabilitation

Source: NHC, Frost & Sullivan analysis

F O S LLIVAN .
Note: Private Inslitutions include those that are private as wgl as Ihose?ointl%era?edlgy state entities and private entities.

212.2
18.7
182.4
14.9
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Value Chain of Oncology Healthcare

Medical devices

Oncology drugs |||

ry

Downstream

Hospitals and medical
service companies

Screening

Oncology-related solution .
x Cancer patients

Q

Diagnosis j<==->

Management and technical support

Equipment leasing and

comprehensive support services VLI

>

<.---

ol Post-treatment health
H e management

Hospitals and medical .- .
service companies -~

Source: Frost & Sullivan analysis
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Global Development History of Radiotherapy

countries. At present,

developed countries,

- Since the discovery of X-ray in 1895, radiotherapy has developed quickly in the world, especially in developed

advanced technologies such as 3D-CRT, Gamma Knife, CyberKnife, TomoTherapy, proton and heavy ion therapy.
However, in most developing countries, cobalt-60 teletherapy machine and traditional medical linear accelerator are still
the main types of equipment in use. Although the development of radiotherapy technology in China lags behind that of

main radiotherapy technologies in developed countries include medical linear accelerator with

it has developed rapidly in recent years and has applied many advanced technologies.

In the 1890s

Two-Dimensional

Medicine had been using
radiation as a treatment for
cancer for more than 100
years, with its earliest roots
traced back to the
discovery of x-rays in by
Wilhelm Rontgen.

In 1895: Discovery of X
rays.

In 1896: The world’s first
medical X-ray was made in
the United States.

Photon Beam Radiation
X-ray
Source: Frost & Sullivan analysis

In the 1950s In the 1960s In the 1980s In the 1990s
Two-Dimensional Two-Dimensional Three-Dimensional Three-Dimensional
Stereotactic Radiotherapy Stereotactic Radiotherapy Stereotactic Radiotherapy

In 1990: The world's first
completed hospital-based

With the invention of
Gamma Knife,

The radiotherapy
experienced rapid

The concept of three-
dimensional conformal

development, with two
important equipment were
invented.

In 1951: The world's first
cobalt-60 teletherapy
machine was invented in
Canada.

In 1953: The world's first
medical linear accelerator
was installed in the US.

Photon Beam Radiation

Gamma Ray

FROST

radiotherapy turned into
the stage of stereotactic
radiotherapy.

In 1968: The world's first
Gamma Knife was installed
in Sweden.

&

radiotherapy (3D-CRT)
was introduced. Its aim is
to iradiate a target volume
defined in a 3D imaging
study, and hence to
replace the 2D dose
planning system with 3D
treatment planning.

SULLIVAN

proton facility was
constructed in the US.

In 1994: The CyberKnife
was invented at Stanford
Health Care and first
debuted. The first
implementation of
TomoTherapy with the first
patient treated in April in
the US.

Particl
Proton & lon

am Radiation

76



Development History of Radiotherapy in China

the innovative and hard work of scientists.

« In China, radiotherapy has gone through a long process of development, and it will continue to evolve over time with

« At present, China's main radiotherapy technologies include medical linear accelerator, Gamma Knife, CyberKnife,
TomoTherapy, proton and heavy ion therapy. Among them, Gamma Knife and medical linear accelerator are the two
main types of radiation equipment applied in clinical use in China.

In the 1930s In the 1960s

In the 1970s

In the 1990s

In the 2000s

Two-Dimensional Two-Dimensional Two-Dimensional Three-Dimensional Three-Dimensional
Stereotactic Radiotherapy Stereotactic Radiotherapy

Radiotherapy in China The development of China's radiotherapy Precise radiotherapy More advanced radiotherapy

began to develop. Chinese nuclear tumed into the stage of technologies were technologies were introduced
technology laid a steady medical electronic linear introduced in China, such in China.

In 1932; Peking Union foundation for the accelerator as the main as stereotactic In 2006: The installation of

Medical College Hospital production of radiotherapy treatment equipment. radiotherapy and 3D-CRT.  China’s first CyberKnife.

introduced a 120kV and a equipment. In 1975 : The first medical ~ /n 1993: The country's first  In 2007: The installation of

200kV X-ray treatment electronic linear head gamma knife was China’s first TomoTherapy.

In 2015: China's first Proton
and Heavy lon hospital
opened.

introduced in China.
In1996: China invented the
world's first rotary head
gamma knife.

accelerator was introduced
in China.

In 1977: The first domestic
medical linear accelerator
was successfully invented.

In 1969: The first cobalt-60
teletherapy machine was
successfully invented.

machine.

Photon Beam Radiation
Gamma Ray

Particle Beam Radiation
Proton & lon

Photon Beam Radiation
X-ray

Source: Frost & Sulfivan analysis
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Application of Radiotherapy in Cancer Treatment

» There are two main sources of radiation beam in radiotherapy, external and intemal. The type of radiation to use
depends on many factors, including type, size and location of tumor as well as other factors such as age and general
health.

» Radiation can be used to treat cancer by killing, stopping or slowing the growth of cancer cells (curative radiotherapy),
to raise the effectiveness of other treatments (adjuvant radiotherapy) or to relieve symptoms if a cure is not possible
(palliative radiotherapy).

Treatment Strategies of Radiotherapy

Tumors are found in positions where surgery is not
allowed; Or patients who refuse to take surgery. Only some

External Beam Radiation Therapy

To eliminate tumor

ra:l;igtrzg\r: or slow tumor types of cancers can be cured by radical radiotherapy,
Py growth such as nasopharyngeal carcinoma, tonsil carcinoma,
lymph cancer, cervical carcinoma and skin cancer.
Before surgery: shrink the tumor to a smaller size before
. surgery, to increase the success rate of surgery.
Internal Radiation Therapy Adjuvant To improve results  During surgery: increase the effectiveness of surgery in
radiotherapy other treatments lung cancer and pancreatic cancer

DRONCHOSCOPE
After surgery: to kill any remaining cancer cells after

surgery

Palliative radioth
erapy

Pain and other problems caused by the tumor, such as
trouble breathing or loss of bowel and bladder control

To ease pain and

CATHETER - A
RADIOACTIVE relieve symptoms

SOURCE
TUMOUR

Source: literature review, Frost & Sullivan analysis
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Cancer Types Suited for Radiation Therapy

* Radiotherapy can be applied in treatments of nearly all kinds of cancers. But cancers listed below are more suitable for
radiotherapy, because of their radiosensitivity, disseminate ability and location. According to the literature, cure rates of
radiotherapy for oropharyngeal cancer and ethmoid sinus cancer are 37%-53% and 38%-40%, respectively. It can also
cure 86%-94% of early nasopharyngeal carcinoma and cervical cancer. Radiotherapy is efficacious in raising the 5-
year survival rates of patients and contributes to 40% of curative treatment for cancer.

Malignant lymphomas Head and neck neoplasms

- Nasal NK/ T cell ymphoma - Oropharyngeal cancer
+ Early mycosis fungoides + Nasopharyngeal cancer

+ Indolent lymphoma [ '| - Early laryngocarcinoma
| |
vz Malignant lymphomas are not curable > ! 1/ = = et e S )
- - with surgery as they are disseminated ! / =Y. Radl:othera?y_foir ca:’ncers °ft:::d and |
A=f\  through the body, while radiotherapy isa | AN 'c‘:i:ic:la: ma':'s'“azn‘:’ i:::’:f:e ctiveeas =l i
<. —. _ feasible therapy for malignant lymphomas, , i A s e e e "
Abhdominal neoplasms Thoracic neoplasms
- Colorectal cancer * Lung cancer
- Cervical cancer + Esophagus cancer
+ Prostatic cancer
* Early seminoma " Foradvanced cancers that have spread to
_________________ S e other positions, surgery t ove 3
L For some abdominal neoplasms, the cancer completely, while radiotherapy |
- - radiotherapy and surgery areboth . / /[N 0 NN T is another treatmentoption _ A
Ad effective treatment, and can be lr Metastatic cancer
. . _ picked based on patient's situation, ,/ St

- Bone metastatic tumors

¢ For metastatic cancer, radiation

therapy can ease pain and relieve
.

- the symptom

Source: literalure review, Frost & Sullivan analysis
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Incidence of Cancer in China, 2017-2030E

« Different from the global situation, among all types of cancers, lung cancer, stomach cancer, colorectal cancer, liver
cancer and thyroid cancer are the top 5 in China in 2021, together they can hold a proportion more than 50% of each
year's new patients.

- _The incidence of lung cancer, colorectal cancer and esophagus cancer has higher CAGRs than others.

Incidence of Cancer in China, 2017-2030E

Thousand

n
(=1
[}
o
m
N
(=1
N
(=2
m

F

(=
(LI Y

¢ s IENN
1]
N~
hlm

2017 | 2018 | 2019 | 2020 | 2021 | 2022E | 2023 |
[Total 4,172.4 | 4,2850 | 4,399.7 | 45144 | 46296 | 4,746.7 | 4,865.4 | 4,986.0 | 51093 | 52319
Pancreas | 1015 | 104.9 | 1084 | 1120 | 1156 | 1194 | 1232 | 1271 | 1311 | 1352 | 1394 | 1436 | 147.9 | 1522 :
Brain, CNS| 1106 | 1128 | 1151 | 117.3 | 1195 | 1218 | 1240 | 1261 | 1283 | 1303 | 1324 | 134.4 | 1363 | 1381
Cervixuteri| 1142 | 1157 | 1171 | 1184 | 1196 | 1207 | 1216 | 1225 | 1232 | 1239 | 1244 | 1249 | 1253 | 1256

Esophagus| 2629 | 2716 | 2804 | 2894 | 2985 | 307.7 | 317.1 | 3266 | 336.2 | 3459 | 3555 1

Breast | 31 ' 3419 | 3469 | 3515 | 3559 | 3600 | 3638 | 367.3 | 3704 | 3732

Breast 3152 | 3207 | 3262 | 3315 | 3368 46 355 0 367.3 | 370.4
Thyroid 2756 | 3155 | 3565 | 3958 | 4333 | 4637 | 4915 | 517.1 | 5403 | 560.9 | 5760 | 586.4 | 5952 | 6038
Liver 3%0.1 | 4002 | 4104 | 4207 | 4311 | 4416 | 4521 4734 | 4841 | 4947 | 5052 | 5156 | 526.0

462.8
Colorectum| 4136 | 4267 | 4400 | 4535 | 4673 | 4812 | 4953 | 5096 | 624.1 | 5386 | 5536 | 5666 | 5836 | 598.8
Stomach | 4290 | 4423 | 4558 | 469.5 | 4833 | 4973 | 5115 | 5258 | 5403 | 5549 | 5696 | 584.4 | 599.2 | 6138
lung | 8402 | 867.5 | 8953 | 9235 | 9521 | 9811 | 1,010.6 | 1040.4 | 1,0706 | 1,101.1 | 1,131.9 | 11630 | 1.194.4 | 12255
Others

9196 | 907.1 | 8946 | 8829 | 8724 | 870.3 | 8716 | 6765 | 8858 | 8969 | 9108 | 927.1 9424 | 9552

Source: NCCR, IARC, Frost & Sullivan analysis
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Key Cancer Types Suited for Radiotherapy

= According to WHO, the overall cancer cure rate increases from 45% to 67%, and contribution of radiotherapy to the
overall cure rate rose from 18% to 30% from 2002 to 2013. As it is also mentioned, radiotherapy can cover nearly 95%
of all cancer treatment, which shows the broad applications and great contribution of radiotherapy. For cancers listed
below, radiotherapy shows great effectiveness in the treatment and has been used frequently.

2021 China Recommended Treatment Strategy
Cancer Type | Incidence | Cancer Subtype Cure Rate by Radiation

Stage | and Stage II: 88%~96%

Na::fgﬁgm"gea' RT CRT Stage IIl: 81%
Stage IV: 74%
Head and Neck 146.1
Larynx’hypopharyn Early-stage larynx carcinoma: 88%
geal/oropharyngeal Surgery or RT RijcnSamenHRTiCy Early-stage hypopharyngeal Carcinoma: 83%
! CRT : R
carcinoma Early-stage oropharyngeal carcinoma: 50%
Stage |: 93%
Esophageal Surgery or T o0
Esophagus 298.5 g Surgery CRT CRT Stage lI~Ill: 62%~82%

Stage IV: 37%

Stage IIB: 65%—75%

Cervix uteri 119.6 Cervical carcinoma Sur%eTry of Stag:lz:"gglr\g;eg;; ol Stage lIIB: 30%-50%
9 : Stage IVA: 10%—15%
Nasal NK/T cell - Radiotherapy: >65%
Lymphoma 102.1 lymphoma CRT CT or Palliative RT Radiotherapy + chemotherapy: 77%
- - 509
Lung 952.1 Lung cancer Surgery or RT or CRT CRT CT Sl Sk OEIEE ITRE N g v

Early-stage non-small cell lung cancer: 60%

Note: RT = Radiotherapy, CT = Chemotherapy, CRT = Chemotherapy + Radiotherapy

Source: literature review, Frost & Sullivan analysis
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Density of Radiotherapy Units in Selected Countries, 2021

« The number of radiotherapy units per million population is higher in developed countries. In 2021, the number of
radiotherapy units per million population in USA, Switzerland, Japan and Australia were 14.6, 12.9, 10.5 and 9.4
respectively, much higher than that in China, which was only 2.8 in 2021.

- The recommended density of radiation units recommended by the WHO is 2 - 4 units per million population. Developed
countries have radiation equipment densities ranging from 6 to 12 units per million population, while China only barely
meets that standard. Currently, China's radiotherapy resources are insufficient to meet the growing treatment needs of
cancer patients. It is urgent to speed up the development of radiotherapy capabilities, including the number of
radiotherapy units and trained personnel.

Number of Radiotherapy Units per Million Population in Selected Countries, 2021

14.6
12.9
10.5
I |
USA

Switzerland Japan Australia China

Source: IAEA, Society of Oncology Radiotherapy of Chinese Medical Associafion, Frost & Sullivan analysis
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Penetration of Radiotherapy in China and US, 2011-2021

* The penetration of radiation therapy, defined as the percentage of all cancer patients that receive radiotherapy, in
China was only 32% in 2021, based on official government statistics released every four years. In comparison, the
percentage of cancer patients receiving radiotherapy in the U.S. was much higher and stayed relatively stable, with the
penetration being 63% in 2021. With the advancement of radiotherapy technology and growing acceptance for
radiotherapy treatment, the percentage of cancer patients receiving radiotherapy in China will continue to grow in the
near future.

Penetration of Radiotherapy in China and US, 2011-2021

62% 63%

60%

58%

2011 2015 2019 2021
uChina w=theU.S.

Source: Society of Oncology Radiotherapy of Chinese Medical Association, %CR, NIH, Frost & Sullivan analysis
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Current Status of Radiotherapy in China
Acceptance of Radiotherapy ‘ g & } Density of Equipment
* In the past, many patients have misconceptions that radiation = The density of radiotherapy units per million population was only
treatment can cause long-term harmful effects and thus have about 2.8 in 2021 and far lower than that of developed countries
lower acceptance for radiotherapy. However, people’s such as the US, Switzerland, Japan and Australia, where the
perception toward radiotherapy has improved in these years. densities are 14.6, 12.9, 10.5 and 9.4 per million population,
* Physicians’ attitude toward radiotherapy also affects the respectively.
adoption of radiotherapy. Because radiotherapy department is « There is a clear imbalance in the geographical distribution of
separated from surgical department and interal medicine radiation devices and facilities within China. The density of
department, where most cancer patients get diagnosed and radiotherapy units in many Midwestern provinces in China is less
treated, sometimes physicians tend to retain their patients than 1 per million population.

within their own departments and as such, collaboration across
different departments is difficult.

Access to Advanced Therapies ‘ ‘?:"[] ‘. } Availability of Medical Physicists

* Linear accelerators and gamma knives are common in China, * There are only about less than 3.5 medical physicists per million
while proton and ion therapy facilities are rare. Only 5 proton population in China, much lower than that of America, which is
therapy centers are in operation in China, while that number is above 30. The number of medical physicists in China is
41 in America. However, the number will increase since there insufficient and this limits the availablity of radiation treatment.
are many proton therapy centers that are under construction or ¢ The number of trained physicists is low in China as there had
in planning stage in China. been no official career title for the medical physicist until recently.

* Three-Dimensional Conformal Radiation Therapy (3D-CRT) and * Due to the lack of official recognition, education resources for
Intensity-modulated radiotherapy (IMRT) are used as medical physicists were also insufficient. Nowadays, many
mainstream methods in hospitals in China. But the application of universities and affiliated hospitals offer undergraduate and
more advanced techniques like volumetric modulated arc graduate courses in medical physics and training in radiation
therapy (VMAT) and Image-guided Radiation Therapy (IGRT) treatment.

needs to be improved.

Source: literature review, Frost & Sullivan analysis
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China Cancer Radiotherapy Market, 2017-2030E

» Cancer radiotherapy service revenue yielded at healthcare institutions in China increased from RMB 31.5 billion in 2017
to RMB 51.3 billion in 2021, with a CAGR of 12.9%. With increasing prevalence of radiotherapy in China and
advancement of radiotherapy technology, the cancer radiotherapy service market is projected to grow at a high speed
from 2021 to 2025, reaching RMB 87.7 billion in 2025 with a CAGR of 14.4%, and RMB 147.6 billion in 2030 with a
CAGR of 11.0%.

China Cancer Radiotherapy Market, 2017-2030E

Period CAGR

- 2017-2021 12.9%

Billion RMB 2021-2025E 14.4%
2025E-2030E 11.0% 147.6

136.9
123.6
110.2

98.8
87.7
78.4
69.7
60.7
51.3
40.5 42.8
5 l36-4 I I I

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

Source: Frost & Sullivan analysis
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Overview of Cancer Screening

«  Cancer screening is the use of a clinical test among al-risk individuals. If detected al early or precancerous siages, cancer can be prevented or cured with
high reliability and at relatively low costs, Therefore, effective cancer screening tests deliver clinical value, economic value and social value. Costs for cancer
trealment are generally lower when the cancer is detected at an earlier stage or identified at the precancerous stage. Late detection of cancer leads to
significantly higher treatment cost and higher mortality rate, thereby exerting significant economic and social burden. Early detection of cancers generally
alrms for the oplion of surgical resection rather than drug treatment, or the use of standard, fi ml-ltne dmgs rather Ihan more expensive, experimental
reg .P lesions identified by cancer screening can g Iy be surgically y P g the occurrence of cancer altogether.

Technical Factors | _

Sensitivity: Sensitivity of a dlinical test refers to the ability of the test to correctly identify the individuals with cancer; a high sensitivity is clearly important where
the test is used to identify a serious but treatable cancer (e.g. colorectal cancer and cervical cancer).
Specificity: Specificity of a clinical test refers to the ability of the test to correctly identify the individuals without cancer.

¢ Positive predictive value: the extent to which subjects have the disease in those that give a positive test result.
:/ Negative predictive value: the extent to which subjects are free of the disease in those that give a negative test result.

¥ Acceptability: the extent to which those for whom the test is designed agree to be tested.

:\/ Compliance: the extent to which the patient's behavior matches the prescriber's recommendations. Poor compliance can lead to disease complications,
| avoidable exacerbations and frequent hospital admissions for patients, as well as increasing costs for health systems and the community.

Agreement on Guidelines of National Cancer Control Program s e S 5
Popularization of cancer knowledge and the formation of healthy behaviors is the foundation for screening program.
The frequency of screening and ages at which screening should be performed.
Quality control systems for the screening tests should be established.
Mechanisms for referral and treatment of abnormalities should be defined.
An information system that can send out invitations for initial screening; recall individuals for repeat screening; follow those with identified abnommalities; and
monitor and evaluate the programme.
The development of cancer-related disciplines and technologies can strengthen cancer prevention and treatment.

Soume Frost & Sullivan analys:s
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Classification of Methods for Cancer Screening

* Screening is the use of a test among individuals with a population risk for or higher probability of cancer in order to detect that cancer
sooner (secondary prevention) or prevent its complications (tertiary prevention). Sensitivity indicates the ability of the test to identify
correctly those who have cancer among the population with cancer (true-positives/[true-positives + false-negatives]), whereas specificity
indicates the ability of the test to identify correctly those who do not have cancer among the population without cancer (true-
negatives/[true-negatives + false-positives]).

* Early symptom examination mainly composed of different palpations. Some early signs of cancer include lumps,
sores that fail to heal, abnormal bleeding, persistent indigestion, and chronic hoarseness. Early diagnosis is
particularly refevant for cancers of the breast, cervix, mouth, larynx, colon and rectum, and skin.

Early Symptom Examination

« Screening for cancer using radiographic imaging has been available for decades, and multiple clinical studies

Radiographic having demonstrated its efficacy in specific inst The two with the best consensus for benefit from
imaging cancer screening and detection using imaging include breast cancer and lung cancer.
Medical
Imaging * Endoscopy has a major role in the detection and characterization of neoplastic lesions along the digestive tract in all
Examination screening strategies. Typical endoscopic exams include cystoscopy (also called cy h py), col PY,
Endoscopic endoscopic retrograde cholangiopancreatography (ERCP), esophagogastroduod: py (also called EGD or
exam upper endoscopy), sigmoidoscopy, etc.

* Exfoliative cytology, represent cells that exfoliate from superficial or deep serosal or mucosal surfaces, which used
for the screening of cervical and colorectal cancer screening.
- Stookbased FIT-DNA testing exams the DNA in exfoliated cells, such as APC, K-RAS, p53 and MSL, etc..

X * Immunoassays are used to test for the presence of a specific antibody or antigen, which involve the testing of PSA
In Vitro Tumor Markers for prostate cancer, CA-125 for ovarian cancer, and AFP for hepatocellular carcinoma.

Diagnosis

Exfoliated Cells

* Tumor genetic testing involves using tissue or liquid sample for genome sequencing to analyze biological markers in

the genome, represented by ctDNA test and CTC test, which evaluates circulating tumor DNA mutations, and
Genetic testing enumerates circulating tumor cells, respectively. The most widely used genetic sequencing technique including
PCR and NGS based testing. The later is currently only available in LDT form, where testing are conducted in
laboratories. It usually has an increased sequencing speed and higher throughput.

Source: Frost & Sullivan analysis
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Cost Savings of cancer Detection

* Cost of treating cancer is typically lower when the disease is caught at an earlier stage (e.g., allows the option of surgical resection
rather than drug therapies, or the use of standard, front-line drugs rather than aggressive, experimental regimens).

* Asiillustrated, the estimated lifetime cost of treatment is on average 2x higher for cancer diagnosed at the distant stage of disease
vs. at the localized stage.

» Direct cost of treatment in the US in much higher than it in China. Treating colorectal cancer is the most expensive in the US while
in China gastric cancer costs the most.

Lifetime Direct Cost by Stage at Diagnosis Per Lifetime Direct Cost by Stage at Diagnosis Per
Patient in the U.S. Patient in China
« Localized m Metastatic u Localized u Metastatic
Thousand USD 1913 201.5 Thousand USD
340
154.7 330 31.3
925 S 178
76.3 15.0
70.1 |
. | 14 127
| 45.6 I 9.2 I l
Breast Lung .S(omach Colorecta| Breast Lung Stomach Colorectal

Source: Literature Research, Frost & Sullivan Analysis
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Comparative Analysis of Cancer Screening Service provided by
different institutions

Institution Type

Early Cancer

Screening and
Prevention Center

Private Medical

Examination
Institution

Private Hospital

Physical

Advantage

Diagnosis-level screening with integrated
medical resource from specialized cancer
hospitals

Detailed and professional medical report
analysis service

Targeting a broad customer base with tailored i

screening choice based on risk assessment

More convenient with respect to time and
place choice for screening

Enabling data lateral correlation by unified
database of chained examination center

Better service compared with public hospital,
e.g. guidance and shorter waiting time

«» Tailored screening types for high-value

Examination Center

Public Hospital | .

Physical

Examination Center

Source: Frost & Sullivan Analysis

customers

Relatively reliable testing results

Convenient for subsequent treatment in the
same hospital if disease diagnosed

.

Disadvantage

Relatively low penetration among healthy
population

Standardization of service to be adopted
by different centers

Additional screening may be suggested by
specialist and additional cost may be
generated

Examinations are not diagnosis-level,
patients still need to be transferred to
hospitals to confirm

Poor data applicability across different
hospitals

High cost due to multiple charges in
different stages (i.e. appointment making,
testing, etc.)

Long waiting time
Non-tailored types of screening

Limited service due to staff shortness,
such as report analysis
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Comparative Analysis of Cancer Screening Service provided by
different institutions

Institution Type

Diagnostic
Level Service
Available?

Integrated

Target Client

Medical Report
Analysis
Service?

Medical
Resource

Unified Patient
Databased

Early Cancer Yes, oncology Healthy Yes, detailed and | High-quality Enabling data for
Screening and specialist people with professional medical resource the screening and
Prevention analysis report high-risk medical report from specialized early detection of
Center can be given influencing analysis service cancer hospitals cancer with the
directly, patient factors for capability of
can be directed tumors and lateral correlation
to specialized low-risk by unified
cancer hospitals | healthy people database across
for subsequent with high different centers
treatment concem on based on patients’
oncology consent
Private Medical No, potential Usually limited | Usually available | Mixed level of Enabling data

Examination patients need to | to patients for high-value expertise lateral correlation
Institution go to hospitalto | who visit to customers by unified
confim conduct database of
physical chained
examination examination
center
Private Hospital No, potential Usually limited | Usually available | Mixed level of Usually not
Physical patients need to | to patients for high-value expertise shared across
Examination book separate who visit to customers different hospitals
Center outpatients visits | conduct
to confirm physical
examination
Public Hospital No, potential Usually limited | Limited service Reliable medical Usually shared
Physical patients need to | to patients due to staff professionals among some
Examination - - | book separate - - | who visit to shortness hospitals in the
Center outpatients visits | condu I ROET & SUILLIVAN same area 90
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Favorable Policies of Cancer Prevention and Control in China

Release Issuing St A
Date Authority olicies omments

tion of * Explore scientific and feasible management methods for early
MnpNarmesitasion o Mana_gement diagnosis and treatment of common high-risk populations in cities.
on Cancer Eary Detection and Ca t health economics research ncer early diagnosis and
Oct2012 The General Office of ~ Treatment Projects in Urban tregifnz:ﬂ e T Ca ¥ Clegrosisan
the Ministry of Health (s Eﬁagémm i « Establish a cost-effective urban cancer early diagnosis and
( FiamE treatment technical solution and management model suitable for

i& (547) )) China's conditions.

= Improve the comprehensive cancer prevention network.

China's Cancer Prevention and = Regulate the tumor registration system. )
Treatment Three-Year Action Strengthen the promotion of cancer prevention science

Jointly issued by 16 popularization.
B authorities Flan (20.1 5;?01 1) 3 * Expand coverage of key cancer screenings and early diagnosis and
2015-2017F) ) Seatment
(2015- ) + Promote cancer opportunistic screening and standardized diagnosis
and treatment.
+ Strengthen the cancer screening and diagnosis of chronic diseases,
carry out early diagnosis and early treatment for major cancers in
The General Office of high incidence areas, and promote the opportunistic screening of
the CPC Central  Outline of Program for "Healthy  chronic diseases such as cancer.
Oct 2016 Committee, the China 2030" * Gradually incorporate suitable technologies for early diagnosis and
General Office of the ( { "@ME-PE2030°#1%I499%E) ) treatment of major chronic diseases such as qualified cancers into
State Council the routine of diagnosis and treatment.
* By 2030, the overall cancer 5-year survival rate will be increased by
15%.
Source: Govemment Website, Frost & Sullivan analysis
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Favorable Policies of Cancer Prevention and Control in China

Release Issuing =8

China’s Medium-to-Long Term ;is I:rg;ﬂ':;;irr\:siaglg ;:I;gnoms and treatment of cancer to reduce the
Trzg;g:gfggf::;tgg;es + Strengthen standardized diagnosis and treatment, promote the
(2017-2025) use of individualized §tandargized cancer treatment programs,
( (hERA reduce cancer mortality, and improve treatmen_t outcome.
(2017—20254E) ) « Eslablish a long-term management mechanism for cancer to
achieve full-process health management.
= By 2022 and 2030, the overall 5-year survival rate of cancer will
be more than 43.3% and 46.6%; the awareness rate of core
= knowledge of cancer prevention and treatment will be no less
Jun 2019 NHC Program f?zr(;-:e ézohh}:;(ghma 20 than 70% and 80%, res_pef:lively; the early diagnosis rate of key
(EEEPE{TE) (2019-2030) )  Sancer species in high-incidence areas will reach 55% And
above and continue to improve; basically achieve high-risk
groups of people regularly participate in cancer prevention
physical examination.
= Adhere to the principle of prevention, prevention and treatment
shall be combined, comprehensive measures shall be adopted.
» Innovate institutional mechanisms and working models.
Program for Healthy China— the - Popularize health knowledge and mobilize people to participate
Implementation Plan for Cancer  in cancer prevention.
Prevention and Treatment - Deploy and strengthen cancer prevention and screening, early

Jan 2017 State Council

Sept 2019 NHC

(2019-2022) diagnosis and treatment, and scientific research.
(MRERPE{TH—MAEDY AN - Focus on the difficulties of cancer prevention and treatment, and
BE (2019—20225) ) focus on advantageous forces to make key breakthroughs in key

links such as pathogenesis, prevention and treatment
technology, resource allocation, and policy guarantee.
» Effectively reduce the harm caused by cancer.

Source: Government Website, Frost & Sullivan analysis
FROST €& SULLIVAN 92



Cooperation Model between Private Cancer Hospitals and Cancer
Screening Product Companies

Research Application
Cooperation Cooperation
\ -/Hospitals provide LTD \

+ Sharing patient database for

cancer-biomarker selection service through joint testing
and verification Private Cancer laboratory with screening

« Cooperation for cancer Hospitals EompamIES
screening products clinical * Hospitals help with promotion

trials running, e.g. IVD kits, of cancer screening products
+ for suitable patients

¥ 3

» Establish hospital reputation Pati -
- . « Patients are more willing to
and brand recognition Cancer Screenlng seek further medical 'se?vices
- hosital h Product Companies from the cooperated hospitals
mprove hospital research for follow-up medical services
capability through involving in _
cutting-edge technology » Improve hospital revenue

development through a wider range of
\ / Qervices /

Source: Frost & Sullivan Analysis
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Number of China Preventive Healthcare Visits, 2017-2022

Public Institutions vs. Private Institutions

« The number of preventive healthcare visits shows a fluctuating trend, and it is expected to show an overall increasing trend from
2017 to 2022. The number of total preventive healthcare visits dropped in 2020 to 430.9million mainly due to COVID-19. However,
the number quickly bounced back in 2021 to 548.7 million driven by increasing health awareness.

Number of China Preventive Healthcare Visits, 2017-2022

Period CAGR
2017-2022 4.4%

Million Visits

2017 2018 2019 2020 2021 2022

Si : NHC, Frost & Sullivan Analysi:
ource ros ullivan Analysis FROST ¢ SULLIVAN 94




Reasons for the Difference of Cancer Five-Year Survival Rate

Earlier started cancer screening projects in the U.S.

bt

The U.S.

The cancer prevention mechanismin the U.S. is
relatively professional. The US Centers for
Disease Control and Prevention (USCDC)
provides project support for the screening of some
cancers, including offering funds and popularizing
cancer facts.

In 1984, the United States Preventive Services
Task Force (USPSTF) was established to provide
specifications and technical guidance for patient
visits and medical diagnosis, which highly
increased the public awareness for cancers.

In 1891, CDC's National Breast and Cervical
Cancer Early Detection Program (NBCCEDP) was
established to provide free or low-cost breast and
cervical cancer screening services for low-income
female groups, which has served over 5 million
U.S. women.

Colorectal cancer, cervical cancer, and some
cancers that have been proven to improve survival
rate through cancer screening are listed by the
USPSTF. CDC also has information for other
cancers.

US social insurance can cover most cancer

screening fee for people over age of 50, and
commercial insurances covers more cancer
screening technologies.

Source: Frost & Sullivan Analysis

Advantage Level

Prevention Mechanism

T ——

Public Awareness

——

Project Support

P

Screening Scope

E— |

Insurance Coverage

FROST ¢& SULLIVAN

china @)

The cancer prevention mechanism in China is still
in its development stage. The China Center for
disease Control and Prevention (CCDC) listed
cancer as one of the most important chronic
diseases in China.

In 2018, the National Health Commission of the
PRC updated the guidelines for 18 cancers to
improve the standardization of related cancer
diagnosis and treatment to ensure medical quality
and safety. However, public awareness for
cancers in China is still preliminary.

In 2016, the Chinese govemment issued the
Outline of the Healthy China 2030 Plan to camy
out early diagnnsis and early treatment for major
cancers in high incidence areas. The plan has a
aim at raising public's awareness for cancer.

The screening scope in China covers major
cancers in China like lung cancer, liver cancer and
gastric cancer.

China medical insurance system covers all
patients among different ages for partial cost of
some cancer screening technologies. Besides,
increasing business insurance in China help
reimburse some cost too.
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Analysis of Characteristics of Cancer Recommended Screening

Characteristics of Cancer Recommended Screening

Nature of the
| Cancer

Benefit or Harm

for Participants

* High mortality
Cancer with high mortality can get attention from public, more
people will attend the screening.
* Apparently increased 5-year-survival rate by cancer

screening
Strong connection between improvement of 5-year survival rate
and early cancer stage can benefit participants from screening.

* High incidence
Cancer screening could intended to large group of high-risk
population for the cancer with high incidence, considering the

Health significance of health economics.

Economics

CRC.

Source: Frost & Sullivan analysis

FROST ¢&

* Evidence before the signs or symptoms of the cancer
appear, such as abnormal cells and biomarker for specific
cancer;

* Long tumor development cycle to make a window period
for cancer screening, such as colorectal cancer with around
10 years hidden period.

Lower Incremental Cost-effectiveness Ration
Meeting principle of cost effectiveness refers to ICER value is lower
than domestic GDP, defined by WHO, which means the ICER of
screening lower than GDP should be recommended screening like

SULLIVAN

« Cancer
recommended
screening have the
same
characteristics,

\ including high

\ incidence, high
mortality, long
tumor
development cycle,
hidden onset, high
social and
economic burden.

» the benefit of
cancer screening
derives from
detecting cancer in
earlier and more

treatable stages,

| and thereby,

reducing mortality

from cancer.
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Recommended for Cancer Screening by Different Grade

+ ltis well-recognized that cancer screening is generally correlated with lower cancer incidence, better clinical outcomes and a higher cure or
survival rate for many cancer types, including colorectal cancer, cervical cancer and gastric cancer.

The USPSTF Grades Mean and Suggestions for Practice

Colorectal Cancer

A The USPSTF recommends the service. There is Offer or provide this
high certainty that the net benefit is substantial. service.
Cervical Cancer
The USPSTF recommends the service. There is @ Breast Cancer
B high certainty that the net benefit is moderate or Offer or provide this
there is moderate certainty that the net benefit is service.
moderate to substantial. Lung Cancer
The USPSTF recommends selectively offering or " -
providing this service to individual patients based g:s;;r fr:)rro;?eectt'::
C on professional judgment and patient preferences. e A @ Prostate Cancer
There is at least moderate certainty that the net in‘:iivi dual cirgumstaglce .
benefit is small. .
Source: USPFTS, Frost & Sullivan analysis
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Overview of Cancer Rehabilitation Services

- Cancer and its treatment often cause physical, psychological, and cognitive problems. These problems can make it
harder to do daily activities or return to work. Cancer rehabilitation is a program that helps people with cancer maintain
and restore physical and emotional well-being. It is available before, during and after cancer treatment. Cancer
rehabilitation involves many types of specialists working together to develop a personal rehabilitation plan.

Classification

+ physical disabiities resulting in pain, L, . S . -
N 1. Kinesiotherapy: remediate impairments and promotes mobility,
::_:';‘?;Ed T b (7o function, and quality of life through examination, diagnosis,

Physical Therapy + impaired ability to perform gross motor skills

(PT) (transfer from one position to another, stand,
walk, etc.)
* wound care management (inpatient and
outpatient)
Cancer induced:
Organ = Organ damage, including impaired lung
Rehabilitation function, impaired cardiac function, intra-
Therapy abdominal sepsis, anastomotic leaks,
pancreatitis, renal failure, etc..
Cancer and its treatment induced:
Psychology » psychological distress and depression
Therapy « speech-language dysfunction
¢ memory loss
Other Therapies

Source: Frost & Sullivan analysis
FROST ¢&

prognosis, and physical intervention (therapy using mechanical
force and movements).

2. Physical media therapy: conduct rehab by using electricity,
magnetism and ultrasound etc. to stimulate the body in order to
partially or fully restore the function.

Organ rehabilitation are a comprehensive collection of rehabilitation
assessment and treatment to help to develop, recover, or maintain the
organ function, including:

= Respiration function restoration training

¢ Physical massage treatment

« Exercise treatment

« Diet management

Many cancer patients suffers from depression, anxiety and stress.

Psychology therapies aims to reduce the negative psychological effect

brought by cancer:

» Education on stress management, integrative therapies such as
yoga or massage

» Speech and cognitive training

Respiratory therapy: the practice of examing patients who are experiencing issues with their breathing.
Traditional Rehab Therapy: Chinese Massage and acupuncture and etc.
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Importance of Cancer Rehabilitation Services

Improve ‘
postoperative
recovery

Postoperative exercise such as physical rehabilitation, expectoration
training, nutritional support, etc. can promote the healing of surgical
incisions, reduce postoperative complications, and restore organ functions.

Cancer pain relief

Nearly half of cancer patients experience pain, which can show up in
various ways. It may be short-lived or long-lasting, mild or severe, or even
affect one or a few organs and bones. In addition to pharmaceutical
treatments, non-drug rehabilitation treatment can also help to relief cancer
or cancer treatment induced pain, such as Breathing and relaxation
exercises, massage, pressure and vibration treatment.

Physical ahility
recovery

Cancer and its treatments can induce many types of physical problems,
including fatigue, muscle degeneration and results in decreased mobility.
Physical rehabilitation methods such as guided exercise, strength training
can help with the body function restoration and improve quality of life.

Cognitive function
restoration

Cognitive changes such as memory loss, difficulty multitasking, and "brain
fog" are common after chemotherapy as well as other cancer treatments.
For example, women who are treated with aromatase inhibitors for breast
cancer have also been found to experience cognitive changes.
Rehabilitation treatment such as brain training and supplements can help
with cognitive function recover.

Source: Frost & Sullivan analysis
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Rehabilitation Service System in China - |

healthcare institutions.

medical facilities.

* According to the “The Pilot Program of Improving the Rehabilitation Healthcare Service” and “The Guiding Opinions on
Rehabilitation Healthcare Work during the 12th Five-year Plan period” issued by the Chinese government, the
rehabilitation system in China is constructed based on a tertiary level concept, which includes departments of
rehabilitation medicine in the general hospitals, rehabilitation hospitals and rehabilitation facilities in the primary

* In order fully utilize the medical resources allocated in such three-level rehabilitation healthcare system, a two-way
referral mechanism is introduced by “Outline for the Planning of the National Healthcare Service System (2015-2020)",
in which after acute phase, patients should be discharged and transferred to rehabilitation hospitals for following
recovery (stable phase). And vice versa, the patients who are diagnosed to be acute should referred to the higher level

Rehab
department
in.a general

hospital
Downward Upward
Referral Referral

Rehabilitation

hospitals

Downward Upward Resources and Social Security (MOHRSS).
Referral Referral

Rehab facilities in
primary healthcare
institutions

Source: Government Announcement, Frost & Suflivan alr:)alﬁsis

The departments of rehabilitation medicine in general hospitals are given
priority to patients in acute phase, refers patients in a timely manner and
undertakes the task of staff training. These rehab facilities are under the
supervision of NHFPC and target the after-surgery patients from other
departments in the same hospitals.

Rehabilitation hospitals mainly cure patients in stable phase, providing
specialist and specialized rehabilitation services. Based on type of
investment, there are public and private rehab hospitals. Public rehabilitation
hospitals are usually under the supervision from China Disabled persons’
Federation (CDPF), or Ministry of Civil Affair (MCA), or Ministry of Human

Rehabilitation facilities in primary healthcare institutions primarily treat
patients in recovery phase and provide professional rehabilitation guidance.
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Rehabilitation Service System in China - |l

- The two-way referral system is further strengthened by forming medical alliances (E&EBx{F) among different levels of
healthcare institutions. A medical alliance aims to allocate initial diagnosis in communities, severe diseases in hospitals
and rehabilitation back to communities. In this way, tertiary hospitals are relieved of the need to treat low-complexity
diseases, allowing them to focus on difficult cases. Such a system also allows lower-level hospitals to enjoy improved
patient flow, which can in turn improve the efficiency of their resource use.

» Compared with the general three-level system, in the alliance, the hospitals are connected even closer. The patients
registered in the alliance enjoyed the preferential referral channel, comprehensive heaith record and convenient
appointment of experts in the primary healthcare institutions etc. The lower-level healthcare institutions also can share
the abundant medical resources including professional training and cooperative consultation etc. The concept has been
piloted in some cities and Beijing is the most popular one. Below table summarizes a few piloted medical alliances in
practice in various regions.

Medical Alliance Recent Developments

Medical Alliance of Beijing The Medical Alliance of Beijing Chaoyang Hospital is comprised of 2 Class Il hospitals, 2 Class |1 hospitals
Chaoyang Hospital and 7 community health centers with affiliations from the municipal health bureau to the military.

The alliance comprised of 23 healthcare institutions is the largest medical alliance in Beijing. Led by hospitals
Haidian District Medical Alliance  of Peking University and Tsinghua University, the alliance serves not only residents but also bring convenient
medical service to students in the district.

Competing with private hospitals, the Municipal Govemment of Maanshan had the city’s public medical
Maanshan Municipal institutions consolidated into a hospital group, which is responsible for the investment, management and
Hospital Group operation of State-owned assets in the city-level medical institutions, while providing the overall planning for
allocation of the medical resources in local area.

The alliance consisting of 1 Class lll hospital, 2 Class Il hospitals and 4 community healthcare institutions was
Shanghai Ruijin-Luwan Region founded in 2011 and is the first Shanghai medical alliance. In 2015, Shanghai Ruijin Rehabilitation hospital
Medical Alliance was incorporated into the alliance in order to relieve the patients burden of Ruijin Hospital which is supposed to
focus on complex cases.

Source: Government Announcement, Frost & Sullivan analﬁsis
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Number of Licensed Rehabilitation Physicians in China, 2017-2021

» Rehabilitation physicians who are responsible of patient admissions, developing rehabilitation plans as well as leading
the team to carry out comprehensive treatment are the key elements in the rehabilitation services market. In the past
five years, the growth, however, lagged behind the increase of hardware facilities as the professional training is time-
consuming.

Number of Licensed Rehabilitation Physicians in
Healthcare Institutions of China, 2017-2021

Other healthcare Rehabilitation

CACR Institutions hospitals Overall
2017-2021 30.2% 14.9% 25.3%
Unit

22,817

2017 2018 2019 2020 2021

= Other healthcare institutions = Rehabilitation hospitals

Source: NHFPC, Frost & Sullivan analysis
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Government Incentive Policies for Rehabilitation Industry - |

Notice on Incorporating Some Therapeutic Rehabilitation Items into Basic Medical Insurance

(XFISBE ETREREMABFETIRISTE ML)
+ MoHRSS, NHFPC, MCA, MoF, CDPF

« Nine items of therapeutic rehabilitation service should be included in the basic medical insurance. Starting from 1st
January, the cost can be covered by UEBMIS, URBMIS and NRCMIS according to the required ratio. The items covered
previously by provincial fund should be kept and more items are encouraged to be added into the pool if the local
financial capacity is allowed.

Sep. 2010

Sep. 2011 The Pilot Program of Improving the Rehabilitation Healthcare Service

(BUREREETRSHERRSTIERE)

» NHFPC

= The policy encouraged to set out plans according to the principle of building a tertiary rehabilitation service system, which
roughly includes three levels medical institutions to provide rehabilitation. The mechanism of two-way referral need to be
established in the pilol cities in order to belter utilize the medical resources. In addition to the government investment, the
private capitals are encouraged to enter the rehabilitation industry in order to satisfy the diverse demand and promote
competition.

Feb. 2012 The Guiding Opinions on Rehabilitation Healthcare Work during the 12th Five-year Plan period

( “+Zh" HEREEFIFESER)

+ NHFPC

» The policy document pointed out that China should prefiminarily build a hierarchical and staged rehabiitation medical
service system. Also, the Opinions required to strengthen the management of rehabilitation institutions and team building
of rehabilitation professionals. Last but not the least, govemment should create an environment of fair competition in
order to encourage, support and guide social capitals to enter the rehabilitation medical service industry.

Source: Government Announcement, Frost & Sullivan analﬁsis
FROST & SULLIVAN 103

Government Incentive Policies for Rehabilitation Industry - Ii

Notice on Incorporating New Items of Rehabilitation into Basic Medical Insurance

(XTI ETFREREMAERE RS (HEEIE)
» MoHRSS, NHFPC, MCA, MoF, CDPF

= The Notice gave consideration to both evaluation items and therapeutic items. Eight evaluation items and twelve
therapeutic items can be reimbursed by basic medical insurance. Combined with previous 9 items supported by another
policy issued in 2010, there are total 29 items of rehabilitation services are under coverage of basic medical insurance.

Mar. 2016

Notice on Printing and Distributing Basic Standards and Management Norms for Rehabilitation
Medical Centers and Nursing Centers (Pilot)

(XTFENERREETHL. PEPOESTENSRIE (217) MEH)

Nov. 2017

« NHFPC

“Encourage social forces to set up rehabilitation medical institutions and nursing institutions, connect professional
rehabilitation medical services, and extend clinical nursing services to the last mile of community and home-based
rehabilitation and nursing*.

June. 2019 "Opinions on Promoting the Sustainable and Healthy Standardization of Medical Services in
the Society”

(Rt 2N ESSERTTRESR)

+ NHC

Standardize and adjust the prices of medical service items. Increase the price of five types of medical services in this city,
including Chinese medicine, pathology, rehabilitation, mentality, and surgery.

Source: Government Announcement, Frost & Sullivan analysis
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Government Incentive Policies for Rehabilitation Industry - i

Nov. 2019 "Notice of the General Office of the National Health Commission on Launching the Pilot Work
of Accelerating Rehabilitation Surgery”
(ERBERREENATXTHRERINERS/IMHA S TIERED

« NHC

. In 32 provinces, autonomous regions, and municipalities across the country, 195 pilot hospitals were selected to
strengthen publicity and education for medical staff and patients, and integrate the concept of rehabilitation into the
diagnosis and treatment of related diseases.

Feb. 2020 “Opinions of the CPC Central Committee and the State Council on Deepening the Reform of
The Medical Security System”
(PHAPRESHEXFRCETREHENENERL)

« CPC Central Committee and State Council

. Promote payment by groups related to disease diagnosis, long-term hospitalization for medical rehabitation, chronic
mental iliness and other long-term hospitalization, and payment per day for outpatient special chronic diseases; explore
the implementation of total payment for close medical consortia.

Jun. 2021 “Opinions of Printing and Distributing Opinions on Accelerating the Development of

Rehabilitation Medical Work”
(EFENRINRIERESET T ERES NS

« NHC, National Development and Reform Commission

. Aim to establish a professional rehabilitation medical team with a reasonable number and high quality by 2022, with 6
rehabilitation physicians and 10 rehabilitation therapists per 100,000 population. By 2025, aim for 8 rehabilitation
physicians and 12 rehabilitation therapists per 100,000 population. To steadily improve the ability of rehabilitation medical
services. Promote the transformation of some primary and secondary hospitals into rehabilitation hospitals.

Source: Government Announcement, Frost & Suilivan analﬁsis
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Growth Drivers of Private Specialized Cancer Hospitals Market in
China

Increasing cancer patients and short supply

. The accelerating ageing trend, prolonged life expectancy and prevalence of chronic diseases will further drive up the demand for healthcare :’
. services in China. The number of new incident cases of cancers has increased from 4172.4 thousand in 2017 to 4629.6 thousand in 2021 }
- with a CAGR of 2.6%. The huge demand for oncology medical services has been released due to the increasing number of cancer patients. |
' However, China's oncology medical resources are still in short supply, and the use of beds has also been maintained at an overload level i
\ for a long time. The continuous release of cancer medical service demands will drive more social funds and medical resources into the E
market, thus driving the development of the oncology service market. !

1

[E——

E China's oncology medical service market is characterized by a shortage of medical resources and uneven geographical distribution. At E
i present, China's oncology medical resources are mainly concentrated in first- and second-tier cities, while the medical resources of the |
! third-tier and other cities with larger populations and patients are in short supply. Many patients can only go to first- and second-tier cities |
|
i
1]
'
L]

| for treatment, resulting in overcrowded of large hospitals and inconvenience to patients. As social capital continues to enter oncology

E medical service market, the third-tier cities markets will receive more funds and resources to meet more medical needs, driving oncology
! medical service market developing rapidly.

Wﬂh the development of science and technology, many new cancer treatment technologies have emerged, creating more individualized and i

! | precise treatment plans according to the characteristics of different patients and improving the five-year survival rate. Taking radiotherapy |
1 technology as an example, in recent years, radiotherapy has adopted computer technology and medical imaging technology to achieve a |
‘ more precise blow to the tumor, and to better protect the normal tissues of the human body while Killing the tumor cells. The continuous |
: advancement of technology will promote the rapid development of China's oncology medical service market. E
1

Source: Frost & Sullivan analysis
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Growth Drivers of Private Specialized Cancer Hospitals Market in
China

b= Increasing income level of residents and expanding coverage of medical insurance

i According to the NBS, China's per capita disposable income increased from RMB 25,974 in 2017 to RMB 35,128 in 2021, with a CAGR of E
\ 7.8%. With improving income level, more people are able to afford the cost of cancer diagnosis and treatment. Meanwhile, along with the !
| fast development of commercial medical insurance, the coverage of medical insurance has been further enlarged. Commercial insurance !
E companies started to pay more attention to critical diseases like cancer and launched many new types of insurance. The expanding E
1 coverage of medical insurance will further increase the affordability of patients in China. [
1

L Incentive policies made by government

i In recent years, the govemment has issued lots of policies to encourage social forces to focus on specialized medical services and create a +
i batch of medical service institutions with a high-quality brand in the specialized field such as oncology. With the implementation of E
E incentive policies, the number of private oncology specialized hospitals increased from 42 in 2009 to 76 in 2021. With landing of more |
1 incentive polices, private oncology medical service market will experience fast growth in the near future, also driving the growth of whole |
l: oncology medical service market. ;

Source: Frost & Sullivan analysis
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Future Trends of Private Specialized Cancer Hospitals Market in
China -1

+ At present, public hospitals still dominate the oncology medical services market,
however, with growing number of patients, public hospitals are often crowded and hard
to meet the existing demands. Private hospitals own the advantage of flexible
management mechanism and higher service quality, with the incentive policy issued by
govemnment and sustained improvement of medical level, more and more patients will
tumn to private institutions for diagnosis and treatment.

Private Hospitals

Playing More Important
Role

* Due to the complexity of cancer treatment, unidisciplinary treatment therapy cannot
meet the treatment requirements of complicated cancer patients. However,
multidisciplinary treatment (MDT) model, a fixed working group composed of doctors
from any related disciplines, can propose a more systematic and comprehensive

Popularity of MDT therapy that is more suitable for cancer patients. In August 2018, National Health

Model Commission (NHC) issued "Pilot Program of Multidisciplinary Diagnosis and Treatment
of Tumors (MHEFBFEHSFIETIESSE (2018-20204E) )" to guide scientific
establishment and promotion of MDT model and further improve the standardized
diagnosis and treatment level of tumors in China. Along with govemment enacting more
extension policies for MDT and hospital conducting MDT methods with more advanced
concept and in a more mature way, the MDT will be more popularized in the future.

Source: Frost & Sullivan analysis
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Future Trends of Private Specialized Cancer Hospitals Market in

China -1l

Full-cycle Management

of Cancer Disease

Patient Flow Brought
by Early Cancer
Screening

More Rational
Distribution of Medical
Resources

Source: Frost & Sullivan analysis

+ Full-cycle management of cancer includes regular screening and disease prevention of
healthy population, standardized and multidisciplinary treatment of cancer population,
and health management of chronic rehabilitation population. For chronic rehabilitation
population after cancer treatment, attention should be paid by medical institutions and
physicians to other diseases associated with or caused by cancer treatment, such as
cardiovascular events, fracture risk and mental health. Cycle management of cancer
can maximize the benefits of treatment and overall health management for patients,
which will attract more attention and implementation. In addition, medical institutions can
also develop and apply collected bid data on cancer to improve efficiency and accuracy
of treatment.

» With the increasing health awareness and the cancer screening technology
development, the penetration of early cancer screening service will continue to increase
among high-risk and healthy population. For institutions that have integrated medical
resources and cancer diagnosis-level screening capability, steady and continuous
patients flow will be generated from cancer screening service, representing a great
growth opportunity.

- Oncology departments usually has strong profitability and has attracted much attention
from social capital. With more support from govemment and entrance of capital, private
oncology institutions are able to equip themselves with more advanced diagnosis and
treatment equipment. In addition, along with private hospitals paying more attention to
discipline construction, more medical talents will be appealed to work in private
hospitals, which allocates more medical resources to private institutions, to form a more
rational of medical resources distribution in oncology medical service industry.

FROST ¢& SULLIVAN 109

Entry Barriers of Oncology Medical Service Market — 1/2

Abundant Capital

Seasoned Talents

Brand Reputation

and Customer
Acquisition

« To enter oncology medical service industry, new entrants need to prepare sufficient
funds. Tumor detection and treatment usually require high-end and sophisticated
equipment, which cost millions or even tens of millions of money. New entrants need to
invest a lot to buy diagnostic and therapeutic equipment. Oncology hospitals also need
to hire professional doctors and nurses to improve the treatment level and accumulate
brand awareness in the industry. Moreover, oncology medical institutions need
continuous investment in the construction of academic research platform, personnel
training and market channels. Therefore, new entrants have to prepare abundant capital
to support the operation of oncology medical service business at the beginning.

« The treatment processes of tumor is complex. Therefore, the requirements for doctors,
technicians and other practitioners are higher than those of other specialties. However,
at present, the oncology medical service professionals in China are scarce, and talents
are still concentrated in public hospitals in the consideration of platform resources and
career development. In addition, since tumor treatment often requires multidisciplinary
experts, medical institutions also need to strengthen the construction of other disciplines
to support the oncology treatment for patients. Oncology medical institutions need to
undergo long research accumulation and clinical practice in order to cultivate a high
level of medical team. Thus, new entrants will be confronted with difficulties in recruiting
and retaining excellent talents.

- Cancer is a severe disease which can cause death, and therefore patients are usually
very cautious in choosing hospitals, mainly through reputation to choose doctors and
hospitals. It also takes a long time to build a hospital's reputation before a stable flow of
patients can be achieved. For new entrants, it can be difficult to establish a good brand
reputation in a short time.

Source: Frost & Sullivan analysis
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Entry Barriers of Oncology Medical Service Market — 2/2

License for

Radiotherapy

Professional

Management

» The cancer treatment radiotherapy requires high standard of hospital operation

environment due to safety and compliance concerns. The China NHFPC issued
“Regulation of Radiotherapy Diagnosis and Treatment” ( {47 FHME) ),
which included requirements on the operation room, the radiotherapy equipment, the
standard of medical professionals, and the obtaining of the corresponding license, e.g.
the “Radiotherapy License” ( {/ft#$i297 ¥ 7[iE} ). The hospitals conducting

radiology cancer therapies need to apply for such license from provincial authorities
and meet required standards. The process involve strict inspection from many
aspects, and can be time-consuming. Therefore, the obtaining of radiotherapy license
represents an entry barrier for the new market entrants.

Hospital management can be challenging in many perspectives, including financial
planning, patients recruitment, medical devices supply, medical professional team
built, etc. Therefore, a management team with rich relative experiences, proven
operating system, efficient decision-making workflow and great foresight are essential
for the built and maintenance of successful operating of the hospital. The
establishment and training of a professional management team is an entry barrier for
the future market players.

Source: Frost & Sullivan analysis
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Analysis of Healthcare Product Sales Channels in China

Hospital System

Pharmacy System

Traditional Hospital Internet Hospital

[[%ﬂ Tertiary Hospital

8 Specialist

Retail Pharmacy

.

; Specialized
d-énSecqndary Hospital ﬁ CHC mﬁ;ﬁ Internet Hospital
/ Private Hospital Institution As the Secor.ld
¢ ! Name of Entity
¢ Medical Institution = jotion
dg] County Hospital Regional =~ -----mmeeeoeeee- Drug Outflow - DTP Pharmacy
Specialized
} =Ll Medicar
Institution
d%n Township Hospital E
v
l = Basic
. N H Specialized  |nggpendent :
Village Clinic |M?$I$al Internet Hospital Online Platform
psutition Relying On Entity

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

Source: Frost & Sullivan analysis
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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 pharmaceutical e-commerce includes
B2B,B2C and 020.

+ Relying on the inherent advantages of online platform and analysis of market feedback and user data, the pharmaceutical online sales platform
based on the Intemet 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 Personal medical services, .
Shared experience Extensive user data,

preference analysis

Reduced distribution slep
Consumer traffic
Industry »
i 1 Empowering =|“Last Mile Delivery” Service
Rapid product delivery
: | | Wholesale and
] SUPPYY Chain
Supply S, services Consumers
B2B Distributor
Extensive user data,
N preference analysis
Pharmaceutical oth
or
company Retailors
Offline Distributor Offline Retail

Wholesale Retal Ciculation % Consuming 3

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 .
- =— — —» |Invoice Flow

Low ex-factory High tender =P Cargo Flow
pricing (FEFF) Invoice pricing(RiFF) o
[ — —»| Transforming f—— — —> CashFlow
Company I
' |
| y
] Logistic e —
Manufacturer [ w:;%;‘;')e' 5 distributors in »| Hospitals
" i different levels [*
Some wholesalers act as
distributors
15! Invoice 27 |nvoice
_____ Logistic |~ —
—_—
Manufacturer distributors Hospitals
1
| Contaceutt Conmssion, f ~_ce0

Companies

Source: Frost & Sullivan Analysis
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Zero-markup Drug Policy

Policy Evolvement Policy Impact for Stakeholders

1954 Establishment of drug markup policy
* Hospitals were allowed to add
16% 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
(TR EREARZSYH BB
* Zero markup drug policy began to
be implemented in primary
medical and health institutions.

* Due to the lack of govemment
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
iégﬁaﬂﬁﬁEﬁEﬁmmﬁﬁﬂ'ﬁm

* 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
T 2EAAVERSSHR TR
¢ 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
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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 retum of
public welfare of public
medical institutions
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China Healthcare Product Distribution Market, 2017-2030E

* The market of China healthcare product distribution market, which refers to the revenue of the distribution of pharmaceutical and
healthcare products to medical insfitutions, retail pharmacies, other distributors, other manufacturers. Pharmaceutical and
healthcare products mainly include westem drugs, TCM drugs, medical devices, etc. The market is highly competitive, with a
considerable market share held by the major companies. In 2023, the primary revenue from the top four leading players accounted
for more than 40% of the entire China healthcare distribution 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 RMB 2,001.6 billion in
2017 to RMB 2,954.0 billion in 2023 with a CAGR of 6.7%. The market is projected to be RMB 5,137.6 billion in 2030, representing
a CAGR of 8.2% from 2023 to 2030.

China Healthcare Product Distribution Market, 2017-2030E

Period CAGR
2017-2023 6.7%
2023-2030E 8.2%
5,137.6
. AETe 4,791.0
Billion RMB 41513 /401
3,848.6
3,550.8
29500 231
2,751.6 vt
2,606.4 D
2,366.7 2,414.9 -
il I I IJ I] I
2017 2018 2019 2020 2021 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Source: MOFCOM, Annual reports, Public information, Frost & Sullivan analysi
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Favorable Policies Regarding Prescription Outflow

Issuing -
m Authority

Opinions of the General Office of » The opinions state that doctors are allowed to prescribe drugs for some

the State Council on Promoting the

common and chronic diseases online after they have access to the

AnECISY RS e g:"’:.’oge";;'ég L’ggg :g:;éhﬁ,, patient's medical records and medical institutions and pharmaceutical
S Eems e T companies can entrust qualified third-party agencies for delivery
Notice on the issuance of key tasks
PaEes ning it il g The policy gives clear requirement regarding prescription outflow that
" Pharmaceutical and Healthcare . .
Oct, 2018 State Council : patients are allowed to choose where to purchase drugs, which means
System in the second half of 2018 hospitals are not the only source
ITHAERMES REGSRE
2018 TEEE A T FES BN
s - = The opinijons divide retail pharmacies into two categories according to the
Gu'd"?g o‘.’ oS o0 the_ ’ degree of drug safety risk, operating conditions, drug supply capacity, and
Classification and Classification . y i
L . ~ the ratio of medical technicians
Ministry of Management of National Retail . 3
Nov, 2018 A Y, « The first category pharmacies only deal with category B over-the-counter
Commerce Pharmacies (Draft for Solicitation of 3 q .
Comments) SETMESIES KNG drugs; the second category pharmacies can deal with over-the-counter
SRS () drugs, Prescription drugs and Chinese herbal medicines that meet the
scope of business license
Guidance on the Development of
"Infemet+” 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 HEH b alns drugs through various flexible ways of offline delivery.
EHEFR "EBN+ERRSE
SRR
Notice on Regulating the Use of + The notice persists and supports to improve the professlonal qualification
Licensed Pharmacists in admission system for licensed pharmacists
Dec. 2020 NMPA Pharmaceutical Retail Enterprises  * The target of enhancing supervision and inspection responsibilities are
XTFHEHRBESUESESAMI  mentioned in this notice, in order to standardize the quality of
AIHRSIBH pharmaceutical professional in the retailing companies.
Source: Govemment Websites, Frost & Sullivan analysis
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Favorable Policies
Online Prescription

Issuing .
Authority

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

ST B gfotlt::cﬁhte 22:;:’; 'ﬁ"fﬁ%é’ﬁ%tf} Ft diseases online after they have access to the patient’s medical records.
“HEP+EFEE” KRB
Notice on Future Promoting the
National Infor_matizafion Constryction of + Doctors are allowed to prescribe drugs for some common and chronic
Aug, 2018 Health Medical Institutions with Electronic diseases online after they have access to the patient's medical records
' Commission Medical Records as the Core XT it and pharmacists are allowed to review the patient's prescriptions online
— 333 LA T T AR L EEST HL and deliver drugs.
Hafs SRR T ERBA
gahonal Actlop Pian for Promoting High » Encouraging online prescription service and third-party distribution of
evelopment Quality Development of Health : b
Sep, 2019 and Reform Industry (2019-2022) {ZH@ BER= AL drugs and _acceleratlng the Qevelopmgnt of pharmaceutical e-commerce
e BREERBIHRE (2019-2022) by supporting pharmacy delivery services.
National Guidance on the Development of
Health "Intemet+" 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 - THuMAT A X EEPIEE  of offine delivery.
Security MR “HBEF+ERRENRS
Administration &R,
Guiding Opinions on Establishing
and Improving the “Dual Channel” » "Dual channel" refers to the mechanism through which two channels,
Management Mechanism for Drugs designated medicat 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 X T @ EERER use, and are simultaneously included in the medical insurance payment
PSR B SRR SR mechanism.
N

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

Issumg

Promote "Intemnet + Medical services", follow the principle of online and
offline faimess and medical insurance payment policies, improve
agreement management and settlement processes based on service
characteristics, actively explore information sharing, and realize integrated

Opinions of National Healthcare
Security Administration on Optimizing

Jul, 2021 Rias ﬁgz::i:nt;;&c;s;ﬁhgg&a! ®ib services of prescription outflow, online payment, and door-to-door drug
EAR§i ﬁﬁﬁ R B0 T delivery. The medical insurance departments in each region need to

speed up the improvement of local "Intemet + Medical services™
management of medical insurance payment agreements.
Notice on the Issuance of Long-ferm - Primary healthcare institutions, which do not meet corresponding

Aug,2021  NHC, NHSA Prescription Management Standards conditions qualifications, can prescribe under the guidance of higher tiers
' ' (Trial) , XFEARIHA A ETRITTE healthcare institutions through remote consultations, online follow-ups,
(iF47) BYEE and hospital consultation etc.
Implementation Plan for Expanding + Develop “Intemet + Healthcare® services, promote the development of
Dec, 2022 NDRC Domestic Demand Strategy during the scheduled diagnosis, e-prescription outflow, and online drug sales etc.,
' “14" Five-Year Plan “Period, “+UFH” and include qualified Internet medical service items into the scope of
T RAENRE LR 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 ptatform, and
facilitate the smooth outflow of e-prescriptions from designated medical

Notice of NHSA on Further Improving
the Integration of Designated Retail

Feb, 2023 NHSA Pharmacies into Outpatient overall

T\
m@ﬁﬁ% institutions to designated retail pharmacies. Designated medical
\ institutions can issue long-term prescriptions to eligible patients up to 12
RS EIREA oy

Notice on the Implementation of basic + To further improve and standardize the management of "dual channels for drug
healthcare security for Urban and negotiation”, establish and improve a province-wide unified, efficient and

Rural Residents in 2023, 3 F#iF standardized prescription outflow mechanism to promote "Dual-channel" e-
2023ER £ BEREAE TR TN prescription outflow to improve drug supply by relying on the national unified e
i prescription center of medical insurance information platform.

NHSA, MoF,

Jul, 2023 STA

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

Issuing v
Authority Policies Comments

* This plan encourages the improvement of “treatment-rehabilitation-long-
term care” service chain
* The plan also promotes pharmaceutical and medical device distribution
Oct, 2016 State Council a - 5 companies to extend services to the upstream and downstream of the
Plan St 2030 SR supply chain, and strengthen key technological breakthroughs such as
chronic disease prevention and control, precision medicine, and smart

Outline of the "Healthy China 2030

medical care
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 Councll  Development of “Intemet + chronic diseases issued online, after being reviewed by a pharmacist, can

Healthcare” B%Be 0 AT 5 F{R#E be entrusted to a qualified third-party agency for delivery
“EBRREIT R RRAERL

. i The law stipulates that vaccines, blood products, narcotic drugs,
Aug. 2019 SAMR ge";g fgrr;::sfr:;on ng;'fn:fgeﬁ A psychotropic drugs, toxic drugs for medical use, radioactive drugs and
0. R %I;;E%‘ E%E?;E . other drugs subject to special state management shall not be sold on the
. Intemet, but no restriction to the other drugs

* The opinions promote "Intemet + medical services", following the principle
Opinions on optimizing convenient of online and offiine faimess and medical insurance payment policies,
services in the field of medical including the improvement of protocol management and setlement
insurance % FHRALE RSB ERR processes based on service characteristics
SR, *+ The opinions suggest actively exploring information sharing, and
realization of integrated services for prescription circulation, online
payment and setiement, as well as the home delivery of medicines

Jul. 2021 NHSA

Source: Government Websites, Frost & Sullivan analysis
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Verifications-|

The per capital annual disposable income in the non-first-tier cities in the PRC has grown from RMB24,200 in 2017 to RMB34,400
in 2022, with an CAGR of approximately 7.3%.

For the year 2022, there were approximately 4.8 million new cancer cases and approximately 2.9 million cancer death cases in
China, representing approximately 23.8% and 27.4% of global new cancer cases and cancer death cases, respectively, which
made China become the No.1 country with the most new cancer cases and cancer death cases in the world;

First-tier cities refer to four cities including Beijing, Shanghai, Guangzhou, and Shenzhen; second-tier cities refer to 31 cities
including Tianjin, Shijiazhuang, Taiyuan, Hohhot, Shenyang, Dalian, Changchun, Harbin, Nanjing, Hangzhou, Ningbo, Hefei,
Fuzhou, Xiamen, Nanchang, Jinan, Qingdao, Zhengzhou, Wuhan, Changsha, Nanning, Haikou, Chonggqing, Chengdu, Guiyang,
Kunming, Xi'an, Lanzhou, Xining, Yinchuan, Urumgi and other;

With the issue of favorable policies on promoting early cancer screening, such as "Healthy China Initiative - Implementation Plan for
Cancer Prevention and Control (2019-2022)", and the increasing awareness of the population on benefits of cancer early detection,
together with the establishment and expansion of novel cancer screening institutions such as early cancer screening centers, the
cancer screening service market is forecasted to grow at a [high] speed from 2022 to 2026, reaching RMB?7.5 billion in 2026 with a
CAGR of 34.1%, and RMB19.3 billion in 2030 with a CAGR of 26.5%.

Bayzed Group ranked 1st among private oncology hospital groups in terms of number of Early Cancer Screening institute.

Bayzed Group ranked 1st among private oncology hospital groups in terms of total number of gastroenteroscopy.

In practice, medical land is mainly allocated or granted to non-profit medical institutions.

The first complete Halcyon 3.0 smart platform accelerator system in China, which is one type of medical electron linear accelerator,
was introduced in our Westem Beijing Cancer Hospital in October 2021.

Bayzed Group has taken the lead in conducting clinical practice on oncology rehabilitation in the PRC.

In May 2018, the NHC and NMPA introduced a large-scale medical equipment quota in the Circular on Issuing the Administrative
Measures for allocation and Use of Large-scale Medical Equipment (for Trial Implementation). It indicates that the quota of large-
scale medical equipment in China is allocated based on regional demand, such as linear accelerator, which makes it more difficult
to apply for a radiotherapy equipment license.

For example, some private oncology specialist hospitals in China have introduced advanced training system from top specialized
hospitals from other parts of the world to train their professionals working in radiation oncology.

The number of new incident cases of cancers has increased from 4.3 million in 2018 to 4.8 million in 2022 ata CAGR 0f 2.9%.
China's per capita disposable income increased from RMB28,228 in 2018 to RMB36,883 in 2022 at a CAGR of 6.9%.
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With the current policy adjustment of the PRC Government, the policy of private oncology institutions in the allocation of large-scale
medical instruments related to oncology is gradually relaxed.

Combined with the rapid influx of capital, private hospitals will be able to equip themselves with more advanced diagnosis and
treatment equipment more quickly than public hospitals. In addition, medical talents are more willing to work in private hospitals as
private hospitals have more advantages in salary seeting.

China's cancer medical resources are unevenly distributed, where high-quality medical resources are concentrated in first-tier cities,
and medical resources in second-, third-tier and other low-tier cities are relatively scarce.

As oncology healthcare service market continues getting investments from social capital, the non-first-tier cities markets will be able
to receive more funds and resources to meet the rising healthcare services needs, leading to a rapid development in the oncology
medical service market.

Bayzed Group is one of the very few private oncology healthcare groups that have the capability to provide full-cycle oncology
healthcare services

Among all private oncology healthcare groups in China, Bayzed Group ranked the first in terms of the number of screening and
early detection of cancer centers as of December 31, 2023.

Amoang all private oncology healthcare groups in China, Bayzed Group ranked the firstin terms of the number of gastrointestinal
endoscopy cases for the year ended December 31, 2023.
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