INTERNATIONAL
CHAMBER
OF COMMERCE

a 2 . Business Action to Stop Counterfeiting and Piracy
The world business organization

Business Action to Stop Counterfeiting and Piracy (BASCAP) is a cross border initiative that
connects all business sectors worldwide in the fight against counterfeiting and piracy.

Launched by the International Chamber of Commerce (ICC) it aims to support individual company
and organizational efforts and amplify business messages with national governments and inter-
governmental organizations in tackling the crime.

This global and united approach is vital in identifying and addressing intellectual property rights (IPR)
issues more efficiently. It gives the industry a stronger voice when petitioning for greater
commitments by local, national and international officials in the enforcement and protection of
intellectual property rights.
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BASCAP goals:

 Increase public and political awareness and understanding of counterfeiting and
piracy activities and the associated economic and social harm

e Compel government action and the allocation of resources towards improved IPR
enforcement

* Create a culture change where intellectual property is respected and protected

BASCAP CHINAG Working Group is established in 2018
» Secure support for BASCAP positions on China specific legislative and enforcement issues

 Leverage ICC China’s relationship with its government “parent”, CCPIT, to get Government
awareness and action on BASCAP priority issues and recommendations.

* Leverage the membership of Alibaba and other Chinese platforms in ICC China to get further
BASCAP’s relationship with the platforms and gain support for BASCAP’s positions on best
practice recommendations.

o Seek to improve the protection afforded to intellectual property rights holders under the
Chinese copyright law and Penal
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Transformation of Pharm E-commerce market in China @

Out-patient RX (34%, 521.0
billion)
tl'::rfn p|lrt16a: In-patient drugs | Injection (13%, 208.4 bilion)
Currency:RMB (509, 781.5 billion) | Non-injection (13%, 208.4
' (1302.5 billion)
billion)
Out-patient OTC (7%, 104.2
. . Retail billion)
1.8848 ftrillion - PC online terminal
shopping (240.8
billion}
Network e
terminal OTC (0.6%, 10.0 billion)
(10.0 billion)
929.7 billion - mobile
network shopping
Out-patient RX (20%, 306.2
. billion)
Hospital
terminal
(1087.7 ‘ Injection (10%, 156.3 billion)
billion) In-patient drugs | Non-injection (6%, 9.9
(509, 781.5 billion) | billion)
- ———— _
0.0 billion - phannaceh' : Retail RS
N . g / terminal billion)
~ o Lommeree |~ 3100
billion}
Network
terminal RX (4.9%, 76.6bilion)  OTC (5%, 79.0 billion)
(155.6 billion)
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E-commerce will facilitate the reconstruction of
traditional pharm value chain

Legend: [ New or changed link

Pharmaceutical Pharmaceutical Logistics Medical institutions Patients
enterprises: wholesalers distribution centers Service-ariented
c . . prafit making
] Still contrelling the . With the expansion
= factory prices, but Agency simplified +.| of market, third
; the pl’mrmac';r High concentration party logistics to Retail pharmacies
T:u competition wil join the competition D‘I‘FI-'EI'EI"I‘I]EI":%{E: Lﬁeﬁg rights
= ll‘I'IpBCIS on e
w Ll el independent and Improved position
3 -oriented, and the retail pharmacies
z cost performance
is everything
Pharmaceutical E-commerce
To break through the traditional pharmaceutical circulation pattern

Medical digital transformation and big data

Integration of regulations

GLOBAL BRAND
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Pharm E-commerce pattern after transformation

Future: organic combination, win-win cooperation
A

High

o

Internet enterprises B2C

Platform type
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Traffic transformation

Traffic advantage

Platform type

Traffic guide

4 Platform oriented (2.58 billion)
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Pharmaceutical enterprise EEC
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Self-run oriented (2.58 billion) -

Y

Low  Resources matching

Weak Strong

Resources matching

Growing against each other, and the
platform oriented enterprises are
slightly better

Internet enterﬁn_ﬁ.ﬁ: having great traffic aduanta[?es, but
falrly weak in the interfacing of phammaceutical industry
chain, to attract the manufacturers to settle in the
pIatForm is the key, and finally using the traffic so directly
affect all main bodies in the pharmaceutical industry
chain

Pharmaceutical enterprises: utilizing the user
resources acmmulate;pm the early stage and the
synergy effect of varieties, still needing the third
party platform to import traffic

Business enterprises: with strong control to the
pharmaceutical resources, utilizing and integrating
the upstream phammaceutical enterljrises MESOURCES +
their own logistics + offline physical drugstores +
services, but still needing the traffic import of the
third party platform

Chain drugstores: having sales terminals (medicine
dispensing and distribution), capable of solving the "Last
Mile" problern; meamwhile, having the advantages of
upstream resources, getting lower purchase prices,

and needing the third party platformn to import traffic

GLOBAL BRAND
PROTECTION
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&
Tough Call ©

Pharm online sales: OTC VS RX

(BmAEEENE) B_T—FMU+FUE , DmE.
e WASKEINE. BN ZSHTUERRE L RHEL
17y, BERRIUIE , B85S , FHHEImMEREST—
FLATRITIR |, (ER&EEAEE =TT,

Rx Online is illegitimate in China now.

What's the real world?

- we have two GREY MARKETS




TOP 11 Online pharmacies in China
~ Categories ~ Platforms

FE =755 (Third-party } Nl
affiliation) R 12 .
2555 IR Ik
4FZ5|m
=
BE (self-run) BEZ
BRER ([ RBEFRES )
{ZF0Z5 B
By (self run)+ =758 (Third- 125K
party affiliation) %ﬁ?
PROCESS OF PURCHASING DRUGS ONLINE
ORDER(REGISTRATION PLATFORM
IS REQUIERED) PRESCRIPTION (IS REQUIRED) PAYMENT
\ Y PAY ON DELIVERY ;ﬁ
Y Y PAY ON DELIVERY 12509
BEZ
Y Y PAY ON DELIVERY NES
{—FNZ5E M
UFESI
N N ONLINE PAYMENT BRI
N N THIRD-PARTY GUAREENTE [(R53#E

GLOBAL BRAND
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Risk of Ecommerce Grey Market and Reasons

Paid for on delivery allowing online pharmacies to

classify the transactions as “offline”

Rx freely available on

ecommerce channel The third party affiliation model is “apparently
as sellers take designed to circumvent the ban online sale of Rx.

advantage of loophole

Online pharmacies host the listings, take a
marketing fee from the stores and deliver the orders
through courier companies they part own.

GLOBAL BRAND
PROTECTION
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Online Pharmacies

Rx Sale online — grey market

DrugName  K¥  HA 1%N AEH %’%ﬁw wEE REE TS REM EET R

01 N N N N Y N Y N N N Y
02 N N N N N N N N N N Y
03 N N N N Y N Y N N N N
04 N N N N N N N N N N Y
05 N N N N Y N Y N N N Y
R1 Y N Y Y Y Y Y N Y Y Y
R2 Y Y Y Y Y Y Y Y Y Y Y

Thresholds for Monitoring and TPs

Platform Platform Category Offline Entities

High Risky ? Self-run or third party affiliation ~ Obviously Low Big or Small? Low Tier distributors?
Bad Reputation?

GLOBAL BRAND
PROTECTION
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What We Know....

THE RISK FROM ECCOMERCE

...Vs. What We Don’'t Know

ECCOMERCE ONLINE
CHANNEL

} GREY MARKET IN NON-
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Online Monitoring & Screening Procedure and Coverage

( \ ( Domain Domain \ / : \
Sea_rch Category Marking Data
Engine
Dimension Parameter
et = L 4 Target

4 TA sales

Online-Trade
Platform

H channel H ratio
Keywords :
\ j \ Monitored Data / \ EIE) trend /
Data Collection Standardization Data Analysis

246 keywords BT

Bai=m  Google @3S0

WWW.360.CN 2 — e EEW‘
Onllne : "ia_""’jﬁ {zf¢ yaofang.cem Bal%l %ﬁg}%ﬁ‘%

Pharmacy

HES e
= ZERGLEE e in 30kad S:IJ'%;Z"“
2= Ounwnss (@) 5
65 keywords
B

800FANG.CN

commerce 1688 THALL t“: I\BRA %555
Platform ne at ST e
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Illegitimate and Counterfeit Drugs — Postings

Estimation based on the Industrial URL searching

URL with
WeChat| QQ Phone HIT
Cesyey Contact| Contact | Contact LR Contagt Ratio
Information
Online
talking 21 19 25 2,829 1,198 | 42.35%
group
Online Q&A 8 2 5 1,350 559 [ 41.41% ONLINE ONLINE
Healthcare . POSTINGS TALKING
Portal 3 231 61 | 25.74% INQUIRES GROUP
BBS 2 2 1 149 34 | 22.82%
Independent 1 4 15 1,282 131 | 10.22%
Website
other 1 5 916 69 | 7.53%

GLOBAL BRAND
PROTECTION

gvﬁmwdgongnm SUPPLY CHAIN | GLOBAL BRAND PROTECTION




Generics Statistical analysis on the

0, . . . .

1% content within online talking
groups
Suspect
counterfeit
drug Diversion
5% 2%

Online Rx Sale via online Talking groups

Talk about
«Proof of identity iliness

*Pay for entrance +Check medical
*Invitation code history

*Question survey «Show diagnosis

Delivery

*Discuss price
*instalment

*International
express by EMS

*Domestic express
within 3 days

Join Group Payment

- -

GLOBAL BRAND
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THREHOLD 1 - DURATION OF DELIVERY ( within 3 days or more than 3 days) @
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THREHOLD 2 - SUSPECT SOURCES(from sales reps or recycling)
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THREHOLD 3 - PAYMENT METHODS( through irrelevant commodities)
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THREHOLD 3 - PAYMENT METHODS(via invisible Taobao
postings) _
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WHERE WE SHALL GO ?
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