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J Forecasting Hong Kong’s Future Healthcare Costs - Assumptions S R E

m Worse Case Best Case Annual  2-Year  5-Year PAYER TOTAL: 100%
MACRO ECONOMIC JFUNDING SOURCES (PAYER BALANCE) JPROVIDER MIX (BALANCES)

Medical Inflation: 10.0% Government: 51% System Mix: Public: 52% [ Private: 48%

Elderly Multiplier: 4.0x JPrivate Insurance: 19% linpatient Mix: Public: 71% [ Private: 29%

GDP Growth: 3.0% JOut-of-Pocket (The Balance): 30% Outpatient Mix: Private: 73% / Public: 27%

INSURANCE PENETRATION JECONOMIC TARGET

Penetration < 65 years old: 66%

Penetration = 65 years old: 20%

Target Healthcare % of GDP: 7.0%

|oee————

Loss Ratio (Claims/Premium): 70%

|

Sources: Hong Kong Health Bureau; Census Department, GBAH analysis
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J Growing at a much faster rate than GDP growth < o G B e

Visual Analysis: Demographic | Payer | Provider (HK$ Bn)

nActua\ % of GDP |'_l Target % of GDP D Total CHE (Bn) |} Cost=65 Years Old [ Cost <65 Years Old | Gov Funds [J] Oui-of-Pocket [Jj Ins. Claims [J] Pub Inpatient [Jlj Pub Outpatient [Jj Priv Inpatient ] Priv Outpatient
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Sources: Hong Kong Health Bureau; Census Department, GBAH analysis G e SN
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J Staggering numbers SR R E

2020 ACTUAL 2025 EST. 2030 PROJ 2035 PROJ 2040 PROJ

HK$ 197.6 Bn HK$ 259.0 Bn HK$ 398.8 Bn HK$ 694.7 Bn HK$ 1,203.0 Bn

PUBLIC / PRIVATE SYSTEM EXPENDITURE SPLIT (HK$ BN)

2020 2025 2030 2035 2040
100.8/96.8 134.7 /124.3 207.4/191.4 361.2/333.4 625.6 / 577.5

AVERAGE ANNUAL PRIVATE HEALTH INSURANCE PREMIUM (HK$ / POLICYHOLDER)

2020 2025 2030 2035 2040

HKS 9,843 HK$ 16,813 HK$ 26,344 HK$ 46,429 HK$ 81,375

https://www.gbahealthcare.com.hk/HK%20Healthcare%20-%20Who%20Pays%20for%20What%20-%20desktop%20and%20mobile.html

Sources: Hong Kong Health Bureau; Census Department, GBAH analysis A w e 1 Il 4
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Hong Kong Health Insurance Market is about HKD 32-38 billion,

with a CAGR of 9.2% over the past 20 years

THE GBA

i Al HEALTHCARE GROUP

KEEEREE

35.0

30.0

25.0

20.0

HKD in bn

15.0

10.0

5.0

Hong Kong Health Insurance Market Size (Direct Insurance)

324
302 7770
2023  20YR CAGR 282 289 288 ooy !
Total Market HKD 32.4 9.2% 256 Ml D0 0 0
Size (Estimated) billion N EEE R R
X & R 2 % % %
R A I I
79 o BN SR BN BN SR BB BB
162 109 eyt by
145 p== E00 0l b
27 ek bl e
108 ' e S NS BN BN BE B BN
90 romr b iiiiiiii:'

76 o--
57 56 57 ©3 r“'i

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Hong Kong Health Insurance Direct Gross Premium (Non-life insurers)

Estimated Total Gross Premium for Direct Health Insurance in Hong
Kong (Including Life and Integrated Business Insurers)

2023 Hong Kong Health

Insurance (Direct Insurance) Scale

Estimated based on the gross premium of health
insurance direct insurance of non-life insurance
companies

Based on the 2021 insurance association claim data,
the market loss ratio range of 70% to 82% is taken,
and the market growth rate in 21-23 is adjusted by
10% ke w

80.0
range

70.0 36.5
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30.0 i 277 T

, 31.1
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Note: Since the health insurance premium data of life and integrated business insurers is not disclosed separately, it is assumed that the
volume of this part is the same as that of non-life insurers to estimate the total gross premium size

Sources: Hong Kong Insurance Authority, 2021 Hong Kong Medical Claims Report, GBAH Analysis, GBAH Analysis

Note: The loss ratio method is calculated based on the number of
invoices and reimbursement ratios of 18 insurance companies
(representing 70% of the market) disclosed in the 2021 Hong Kong
Medical Claims Report, combined with the industry average loss ratio
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Health Insurance is a tough business, constantly operating at a

. high combined ratio near 95% to 100%
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Expense Ratio Levels in Hong Kong's Health Insurance Direct Insurance Market (Non-life Insurers).
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= Net |oss ratio = Net commission ratio

Management expense ratio

e Combined ratio

Sources: Hong Kong Insurance Authority, GBAH analysis
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The Foundational Axiom | |
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Clinical pathways do not exist in Whether government-funded, > ; DU cannc
an economic vacuum.  self-pay, or private insurance, the - 2 delive 0
. payer engineers how, when, and | anqing ha vaid
~ where a citizen becomes a patient.




Fee-For-Service Creates Centrifugal Tension

A

Needs predictable risks and
absolute cost control.

Bears 100% of the utilization risk. Cannot
effectively forecast medical loss ratios due
to volume-driven billing.

Wants affordable, high-quality,
coordinated care.

Experiences a reactive system built to treat

sickness rather than maintain health,
enduring uncoordinated care and
unnecessary, high-cost treatments.

of

Over-service [/

Maximize billable events.

n

~ Fragmented,
escalating claims.

| k Provider Revenue relies

on Volume.

b\




The Structural Shift from Volume to Value

Fee-For-Service

Value-Based Care

Bears full utilization risk; vulnerable to

Offloads utilization risk to providers; achieves

Payer unpredictable, escalating claims driven by earnings visibility, predictable benchmark
provider volume. pricing, and stabilized medical loss ratios.
Paid per service; financially incentivized Paid via fixed PMPM (Per-Member Per-Month)
. to maximize billable events, focus on capitation or shared savings; financially
Provider | acuteintervention, and treat post-iliness. incentivized to invest in proactive care
coordination, operational efficiency, and
preventative medicine.
Navigates fragmented, siloed providers; Receives holistic, team-based care
Patient subjected to over-prescription of management; benefits from aligned clinical

services and reactive treatments.

pathways, reduced unnecessary interventions,
and proactive health maintenance.




Value-Based Care Reverses the Vectors Toward Synergy

Gains a primary care team
operating as true health
managers. Experiences
coordinated benefits,
preventative social services,
and care delivered in the
most cost-effective,
appropriate settings.

Utilization risk is shifted. MCOs
secure earnings visibility, predictable
pricing, and locked-in margins.

High-Value
Care

f

Preventative, Coordinated Care

Upfront Capitation / Shared Risk

Provider

Margin relies on Efficiency

& Outcomes. Financial
incentives now demand
operational efficiency,
reducing unnecessary
services, and investing long-
term in population health to
generate savings below

the capitated rate.



The Payment Paradigm Shifts Financial Risk to the Provider
Advanced Payment Models by Financial Risk

The Ultimate Goal: Providers control 100% of
the premium and 100% of the clinical outcome.

=i

Fee-For- Performance Bundled Shared Full
Contracting Payments Savings / Risk Capitation

Service

. % ri ' ' Large % risk.
Small % risk. FFS base + Moderate % risk. Symmetrical risk _
X quality targets. Flat fee per tied to Fixed Per-Member

episode of care. benchmarks. Per-Month
payment.

Volume-based.




Primary Care is the Linchpin of Healthcare Transformation

Primary care is the entry point and the ultimate steward of healthcare resources.
To bend the cost curve, primary care must be empowered by advanced APMs.

1. A trusted patient Specialists
partnership focused
on wellness and Infl
prevention. niiuences
up to 90%
2. The financial of
steward governing Total Costs

total resource
utilization.




Value based care anchored on primary care, powered by health insurance, enabled g THE GBA
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J by a pioneering private public partnership model K 2 B2 EE @)

A leading value based care model in the GBA
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Capitation fee

~

\\ Co-crexted

. ; : Management + in _ . : —
?lggoo:lérgLsE’r)rT(iﬂng foundatlon of scope product et \, Co-created “Produdf (re)msurerg designing new
’ primary care service fees .- Capitation fee "\ Product k prOdUCts. i) E2 ,
doctors & nurses e embedding GOLD™ primary

PPP Healthcare Health and preventive care services
= 220+ PPP clinics and hospitals Delivery _ea into health insurance policies
located across GBA System Reinsurer
- 7'y Continuity of care and the
Quqta share one family doctor per
claimg cost policy enables lifelong
health partnerships with
policyholders, and with

» Health insurance product designs
with (re)insurers based on healthy
outcomes; this is achieved by Services
using GOLD™ primary care

Premium
ceded

4--—-——"—"—-—"=—"=—"=—=—===

doctors to treat common ilinesses, Payment of GBAH sharing the financial

chronic disease management and Claims via Insurers risks and rewards of the

health promotion, with integration GBAH health outcome of the

of services with specialists and population

hospitals to control costs Policvholders Health in;urance

y premium Revenue model. capitation

*» Revenue model: direct (re)insurer fee for services, TPA fees for

reimbursement of healthcare on credit payment for

services + direct healthcare inpatient services

k services income /




Sustainable and growing supply of good primary care doctors

4 and nurses
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GOLD™ Doctors Training

» Diagnosis and treatment of
common community based
illnesses

» Continuously renewed training
content with international
guidelines

* Frequent engagement with
3,000 _front line doctors and
nurses

RCGP International Certification

Royal College of
IN@ Roy g
G P General Practitioners

| Do, [ e
FensAn R Gt e

REEWIEB
Certificate of Completion
2en

GOLD™ General Practice Oriented Learning and Development

e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e

GOLD™-EN Nurses Training

» Holistic patient centered care
clinical skills development

* Most up to date and grounds
up clinical training and
practical support

» Chronic disease management
services jointly delivered by
doctors and nurses

INTERNATIONAL EDUCATIONAL ACCREDITATION

This s 10 cartify that the belaw Itz programme hars been cinically and educalionaity
eviewed by 3 Panel ol £xpars fen the Royal College of General Pracilioners and
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Cross border health delivery system that combines both public and
w private primary care and hospital services
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RNERBESE

227

GOLD™ certified clinics

37

HK and Macau clinics

7

Hospital based GBAH
medical centers

Guangzhou First People’s Hospital

Guangzhou First People’s Hospital —
Nansha Hospital

Guangzhou Huangpu Hospital
Dongguan People’s Hospital
Shenzhen Bao An People’s Hospital
Shenzhen Bao An Central Hospital

Shenzhen Qianhai Hospital

Note: figures as of December 31, 2024

Foshan
9 clinics

®
Zhongshan
2 clinics

o
Zhuhai

13 clinics

&5

Guangzhou
101 clinics

® HK private clinics
and hospitals
Dongguan

® 33 clinics
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Reputation of public healthcare system, Hong Kong quality standards, with | THE GBA
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- comparable service levels to private healthcare providers KB R E
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CUHK

Medical Centre

-
r L 4 HONG KONG

—— — "f — -~ "= CGleneagles Hospital
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Evangel Hospital

‘l',% =k

Adventist i#
Health %
Hong Kong Adventist Hospital
/ ERBRER
GOLD™ certified HK clinics Hospital based GBAH Premier Healthcare HK HK partner hospitals
Medical Center
HK Style general practice Outpatient to Inpatient Hong Kong Family Medicine HK specialists and inpatient
services at your doorstep concierge services Quality Services admission services
 GP services « GOLD™ Doctor « GP services - Specialist referral | * HKGP services + HKspecialist * HK second opinion «  Inpatient surgeries
« Chronic Disease * Post consultation + Investigations + Inpatient surgeries | * Cross border * One stop shop * Advanced * International drugs
Management follow up + within hospitals healthcare services inpatient and dlagnqstlcs and and devices
specialist services therapies
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RNERBESE

Joining hands with leading health insurance companies to develop the
primary care focused + capitation based health insurance market in GBA
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THE GBA
Joining hands with leading health insurance companies to develop the 4 Hsﬁﬁg%égefg%og
primary care focused + capitation based health insurance market in GBA ABBER
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The GBA Cost Trap

e

Core Warning

is a strategic trap.

Viewing the GBA merely as a ‘lower-cost
alternative’ for cross-border referrals

N

{0

The Flaw of Arbitrage

If we only focus on geographical
arbitrage—finding cheaper doctors
across the border—we fail to innovate.

The Evaporating Il

We are simply exporting a fundamentally

broken payment model to a

location. The savings will evaporate as

regional costs rise.

usion .

cheaper

—)



The GBA VBC Ecosystem Map: A closed-loop architecture for Value-Based Care
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Concluding Takeaway: The GBA market has the potential for both public and private payers and providers to become

payviders, and to leverage Al+ and Finance + to create a fit for purpose Value Based Care development model for the GBA
—




The Blueprint is Ready. Let’s Build.

Acknowledge the Engine:
Understand that payers shape the
delivery model; adapt your clinical
strategies accordingly.

Reject the Trap:

Move beyond the ‘cheap GBA'
mindset to embrace bottom-up
structural innovation.

Co-Design the Future:

Partner with integrated models like
The GBA Healthcare Group to align
clinical pathways with these new l
payment realities.

THE GBA
HEALTHCARE GROUP
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