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DEAR READER!

At the moment, you have in your hands the Semiannual Report of SK-
Pharmacy LLP, which reflects our goals and results of work on the
uninterrupted provision of the population with medicines and medical devices
(MD) within the guaranteed volume of free medical care and in the system of
compulsory social health insurance in a pandemic and proper performance of
the role of the Single Distributor

WISH YOU A PLEASANT READING!

The system of Single distribution of medicines and MD within the framework
of the guaranteed volume of free medical care (GVFMC) and compulsory social
health insurance (CSHI) in the Republic of Kazakhstan was created in
accordance with the Decree of the Government of the Republic of Kazakhstan
dated February 11, 2009 No. 134 "On some issues on the implementation of the
Unified distribution system of medicines within the framework of the guaranteed
free medical insurance" in order to consolidate the procurement of drugs, medical
devices within the framework of the GVFMC.

By the Decree of the Government of the Republic of Kazakhstan dated
November 7, 2009 No. 1781, SK-Pharmacy Limited Liability Partnership was
determined as the Single Distributor for the procuring of drugs, MD, services for
the storage and transportation of drugs, MD and the conclusion of contracts, long-
term contracts, as well as the organization of the procurement of medical
equipment in within the framework of the GVFMC.

SK - PHARMACEUTICALS
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Welcome speech by the Chairman of the Supervisory Board

Deputy Chairman of the
KAZLOGISTICS Union of
transport workers of
Kazakhstan,
Chairman of the Board
of Directors of KTZ NC
JSC

Lavrinenko Yury
Ivanovich

Dear readers of the Report,
colleagues, partners!

Since 2020, the Comprehensive Plan for the
Development of the Pharmaceutical and Medical Industry for
2020-2025 has been implemented, which provides for the main
directions for supporting and developing the pharmaceutical
and medical industry: legislative and regulatory acts regulating
pharmaceutical activities, circulation of drugs and medical
devices within the EAEU, measures of state support, research
and development, attracting investments, staffing the industry,
labeling, traceability of medicines and increasing the capacity
of domestic manufacturers of drugs and medical devices.

To date, the pharmaceutical industry is represented in
Kazakhstan by more than 100 enterprises, while the production
sites of domestic enterprises comply with the international
quality standards of GMP (Good Manufacturing Practice - Good
Manufacturing Practice).

Undoubtedly, the state has a significant impact on the
formation of the pharmaceutical market by providing a
guaranteed volume of free medical care and supporting
domestic manufacturers under long-term 10-year contracts. In
fact, for the development of the market, it was necessary to
radically reform the entire system - production, import,
registration and certification of medicines. Today, the country
has streamlined registration, certification, quality control of
medicines, medical products and medical equipment.
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Welcome speech by the Chairman of the Board

Dear readers of the Report,
colleagues, partners!

We are glad to welcome you on the pages of the
report of SK-Pharmacy LLP based on the results of the 1st
half of 2023.

The purchase of pharmaceutical products within the
framework of the guaranteed volume of medical care
increased by 13 times from 2009 to 2023.

At the same time, preference is given to domestic
manufacturers when purchasing medicines. The result of
this policy was that today the share of medicines produced
in Kazakhstan in the total volume of purchases exceeds
30%.

According to experts, the Kazakh pharmaceutical
industry has great prospects ahead.

As part of its activities to improve the sustainability
and competitiveness of the pharmaceutical industry in
Kazakhstan and the development of the pharmaceutical
industry, the Single Distributor is working to attract foreign
investment and the best foreign experience in the
production of pharmaceutical products, transfer
technologies and the latest developments to domestic
production sites.

Thus, the Single Distributor is working with a number of BigPharma companies on
projects for the production of innovative drugs with the possibility of export to the countries of
the EAEU and Central Asia.

As a result of this work, to date, the Ministry has already concluded framework
cooperation agreements with such global pharmaceutical companies as F. Hoffmann-La
Roche Ltd. and Novo Nordisk and AstraZeneca UK LTD. The signing of an agreement on
cooperation and readiness for localization with the companies Bayer AG, Takeda
Pharmaceutical, Jonson & Jonson is underway. During the visit of the Head of State to the
United States, following the results of the study of the Single Distributor, Pfaizer and
Kazakhinvest signed an agreement on the localization of production in Kazakhstan of a
vaccine to protect children and adults from pneumococcal infection.

The single distributor held negotiations with foreign manufacturers of medical equipment
on localization of production and life cycle: Philips, Canon, General Electric, Mindray,
Lowenstein, Roche Diagnostic using the mechanisms of long-term contracts, off-take
contracts, leasing mechanisms, life cycle. Also, through the Ministry of Foreign Affairs of the

PhD in Economics, MBA,
DBA

Iskaliyev Yerkhat
Serikovich
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Republic of Kazakhstan, requests were sent to the headquarters of about 50 foreign
manufacturers of medical equipment with proposals for cooperation.

Based on the results of the study of the Single Distributor with South Korean companies,
the domestic manufacturer JSC "Ordamed" places on its site the production of medical
equipment of South Korean companies - JW Pharmaceutical, Samsung Medison, GENORAY.
Aktyubrentgen JSC intends to localize X-ray equipment of the Korean company DRTECH on
its site.
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SK-Pharmacy LLP history of the creation

2009

*Establishment of SK-Pharmacy
LLP as a subdivision of the
Samruk-Kazyna NWF, in order to
ensure uninterrupted provision of
the population with high-quality and
affordable medicines within the
framework of the State Observatory
of the Supplementary Health Care,
saving budgetary funds, and
promoting the development of the
pharmaceutical industry of the
Republic of Kazakhstan.

2013

*Transfer of the right to own and
use a 100% state stake in SK-
Pharmacy LLP to the Ministry of
Health of the Republic of
Kazakhstan

2018

=Centralization of outpatient drug
provision

2019-2023

=New development strategy

> 2020

*Introduction of compulsory social
health insurance

=Single Distributor is endowed with
the functions of supplying the
storage of medicines and medical
devices of the mobilization reserve
=Single Distributor For receiving
humanitarian aid for medicines and
MD

"Powers for the wholesale
procurement of medicines and MD
for subsequent sale in a retail

network
2021

*Pilot project on digitalization of the
cold chain of vaccines was
completed

*Pilot project for camouflage of
medicines and MD was completed
*Implementation of a
comprehensive plan for the
development of the pharmaceutical
industry of the Republic of
Kazakhstan for 2020-2025. Support
for the development of domestic
production of medicines and MD

2022

*Centralization of
equipment procurement
*Development of medical and
pharmaceutical clusters

medical
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Mission, vision and strategic initiatives

OUR VALUES

Quality and Corporate spirit and
safety positive thinking
Trust and mutual Innovation and self-
understanding improvement

With  highly professional employees and a developed

MISSION infrastructure, we provide the population of the Republic of
Kazakhstan with equal and timely access to drugs and medical
equipment. We are focused on the quality of our work.

Our company in 2022 is an efficiently functioning
VISSION organization with a modern infrastructure that ensures the
uninterrupted supply of drugs and medical equipment to MO
on the territory of the Republic of Kazakhstan and the EAEU.

» fransformation of activities in the context of expanding
STRATEGIC business opportunities;
INITIATIVES * quality managementin the organization's activities;

* improvement of managementtechnologies.




SK-PHARMACY LLP Report
on the results of the first half of 2023

SK-PHARMACEUTICALS

MESSAGE OF THE MANAGEMENT

SWOT ANALYSIS

STRENGTHS WEAK SIDES
o “ Prospects for the development of our own K) 0 »  Dependence on medicines and MD
logistics infrastructure =, providers and logistics services
< Exclusive right to centralized procurement w »  Lack of producttracking system
= of medicines and MD ‘within the s Incorrect formation of the mneed for
o framework of the GVFMC and the CSHI medicines and MD by medical
[Th) system ) organizations
— »  Trend to increase the volume of »  Long terms of mutual settlements with the
= procurement through international i Fund | . .
= organizations and foreign manufacturers g There is no unified mechanism for
» AV allabllltg of own IT-infrastructure, managing  applications  during  the
integrated yMH of the RK systems reorganization / liquidation of a medical
»  Economics scale of centralized ) organization
procurement #  Direct dependence on the exchange rate
difference when procuring under direct
contracts
_ CAPABILITIES THREATS
< z »  The current system of the SD allows to »  Inflation growth decrease in interest rates
= ensure the timeliness and transparency of of foreign currency deposits banks
o ) drug Fl ovision of the population > The rules for conducting the procurement
it »  Development of infrastructural capabilities procedure are not always in accordance
— of logistics companies through production __ with the higher regulatory legal acts
_ automation >  Inefficient planning of the need for
E »  Effective budgeting of the GVFMC T medical plo(fucts by customers

Development strategy

By the decision of the Supervisory Board dated May 20, 2019 (Protocol No. 74), the
Development Strategy of SK-Pharmacy LLP for 2019-2023 was approved (hereinafter referred
to as the Development Strategy).

The new Development Strategy of the Partnership has been developed considering the
ongoing state policy in the field of drug provision and is aimed at expanding the business
opportunities of the Partnership in the context of changes in healthcare legislation. An
important factor that influenced the formation of the new Development Strategy is the
empowerment of the Single Distributor with the authority to operate the mobilization reserve of
the healthcare system and transfer the warehouses of special medical supply bases to the
Partnership. Moreover, the Strategy provides for the introduction of modern approaches to
outpatient drug provision within the framework of the GVFMC and CSHI.

The vision of the proposed Development Strategy is that by 2023 the Partnership will be
an efficiently functioning organization with an infrastructure that ensures the uninterrupted
supply of medicines and medical devices to medical organizations in Kazakhstan and the
Eurasian Union.

The development strategy is risk-oriented, defines the mission, vision, values, strategic
goals and objectives of the Partnership for the coming 2019-2023.
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Taking into account the main indicators of state program documents and the ongoing
healthcare policy, the Strategy provides for the achievement of the following strategic goals
and objectives for their implementation:

AOBJECTIVE 1. Transformation of activities in the context of expanding business
opportunitieso

Within the framework of this strategic goal, the Organization will provide a full industry
production cycle in the Single Distribution system, and will also allow developing the potential
of its business opportunities.

The key to achieving this goal is the empowerment of the Single Distributor with the
authority to operate medicines and medical devices of the mobilization reserve and the transfer
of special medical supply bases to the Organization, as well as the implementation of a number
of innovative solutions.

Thus, in order to ensure uninterrupted provision of the population with medicines and
MD within the framework of the GVFMC at the outpatient level, the Organization aims to
implement an innovative project to introduce an automatic system for providing patients with
prescription dosage forms in Kazakhstan through the sale of goods through prescription drug
dispensers. At present, only 24 US states have implemented such a system of prescription
medicines and MD.

Tasks:

Task 1.1. Development of own logistics infrastructure;

Task 1. 2. fmedicmesiarslMD autsidefthe Single Distributor List (including
in emergency situations) 0;

Task 1.3. Centralized purchase of medical equipment on the basis of a single distributor.

AOBJECTIVE 2. Quality management in the activities of the Organizationo

Within the framework of this strategic goal, the Organization takes responsibility for all
issues of quality management of products and services provided. Since in recent years a new
approach to the strategy in quality management has been formed, this trend shows the need
for a change in the attitude towards quality.

The new direction of strategy in quality management is characterized by a number of
points:

V quality assurance should not be understood as a technical function carried out by any
one unit, but as a systematic process that permeates the entire organizational structure of the
Organization;

V quality should be oriented to meet the requirements of all stakeholders of the
Organization;

V improving product quality requires the use of new technologies both in production and
the use of new management technologies along with the improvement of business processes.

The key to the successful implementation of this strategic goal is the application of the
PDCA cycle in the practical activities of the Organization, the method of which will be applied
with the frequency of reporting and planning cycles. When corrective actions are taken, the
duration of the PDCA may be less or longer than the duration of the reporting and planning
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cycles and is set depending on the nature, scope, duration and content of the actions to
eliminate the causes of the deviation

Eormalization Business Designing the Simulation  Development of

of the strategy process design organizational modeling technical specifications
structure for the implementation
of information systems

A_naIYS'S Of_ . Formation of regulatory
discrepancies and their .

) __ documentation
consequences

Bringing documentation

Analysis of indicators —  to employees

Controlling business ~
processesbased onIT ™ Control of indicators
system data

PDSA Cycle

Tasks:

Task 2.1. Ensuring continuity of supply;

Task 2.2. Improving the efficiency of interaction with partners;

Task 2.3. Improving the efficiency of business processes

A OB J E C T3l IM@ovement of management technologieso

As one of the directions for improving management technologies by the Organization,
we can single out the improvement of the organization of managerial work. This direction is
connected with the effective organization of the work of the employees of the Organization.
The main task of each employee of the Organization is to make decisions regarding the
efficiency of the production process. It is the employees of the Organization that play a key role
in the process of maintaining a balance between production activities and the goals set, in
determining the optimal option for the development of production and maintaining its efficiency.

Also, in order to increase the development of the Organization and improve activities, it
is necessary to preserve knowledge and experience. To do this, the Organization defines a
knowledge base based on experience and information received through seminars, on-the-job
training, workshops, etc.

Tasks:

Task 3.1. Human resources development;

Task 3.2. Achieving Financial Sustainability
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SK-Pharmacy Reboot Program

The main activities of the Single Distributor in accordance with the Code of Public
Health and the Health System are:

1. Support for domestic pharmaceutical production and increasing its presence in the
market of Kazakhstan;

2. Uninterrupted provision and advance purchase of drugs and medical devices for the
population of Kazakhstan within the framework of the State Observatory and the Compulsory
Health Insurance;

3. Ensuring equal and fair access to medicines and medical devices for the population
of Kazakhstan within the framework of the guaranteed volume of medical care and compulsory
medical insurance;

Every year, the Single Distributor provides more than two thousand medical
organizations and more than five million patients are recipients of drugs purchased by
us (that is, every 4 Kazakhstanis).

SK-Pharmacy does not have its own warehouses and annually purchases warehouse
and transport logistics services from the private market.

In its activities, SK-Pharmacy follows international quality management
standards with strict international requirements, ensuring the quality of distribution of
medicines and medical devices.

Effects from the purchase of medicines and medical devices through the Single
Distributor:

1. Equalization and price reduction as a result of centralized procurement throughout
the country

2. Every year, about 2 million patients are provided with the same quality drugs at the
same price

3. Cumulative savings of budgetary funds in the amount of 192.6 billion tenge following
the results of the purchase of drugs and medical devices

4. Centralized procurement for 2 thousand medical organizations (hospital and ALO).

As part of the SK-Pharmacy Reload Program, a lot of work was carried out over the
year to improve the activities of the Single Distributor and develop the country's pharmaceutical
industry in the following areas;

1) Support for domestic producers and entrepreneurial initiatives.

Work has been carried out to introduce amendments and additions to the regulatory
legal acts in the field of circulation of medicines:

- revised evaluation criteria for the application of potential suppliers who intend to
create and (or) modernize the production of drugs and medical devices,

- the mechanism for concluding long-term contracts with contract manufacturing
customers has been improved, taking into account requests from BigPharma.

- measures have been developed that contribute to the growth of the level of localization
of production in Kazakhstan and the creation of a value chain in the pharmaceutical industry.
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2) Improving procurement procedures

In order to ensure the transparency of procurement procedures, mitigate corruption
risks, optimize labor costs, reduce paperwork, eliminate the factor of human errors and
transparent reporting, the Single Distributor initiated the following proposals:

Work has been carried out to transfer the Competition for the conclusion of long-term
supply contracts among OTPs that intend to create and (or) modernize the production of
medicines and (or) medical devices from paper to electronic format, through the web portal
(fms.ecc.kz). Based on the results of the approval of the nomenclature of drugs and medical
products, it is planned to hold a competition for the conclusion of a DD with an OTP.

Agreements on public procurement of services dated March 28, 2023 were concluded.
No. DGZ-56 and DGZ-57 with Electronic Finance Center JSC (modification of the "Purchases"
module in terms of finalizing the method for purchasing medicines and (or) medical devices
"From a single source" under long-term supply contracts with OTP for the corresponding
financial year ; - improvements to the "Purchases" module in terms of exclusion from
mandatory documentation, as well as in the grounds for rejecting the following sections:
"Document confirming the presence of an automatic fire alarm in the pharmacy warehouse",
as well as "Document confirming the presence of an automatic fire alarm in the pharmacy
warehouse" And in terms of adding a section to the documentation: "Certificate of Good
Distribution Practice (GDP)" - modification of the "Agreements” module in terms of creating the
possibility of concluding additional agreements for each financial year to long-term agreements
- adding two templates to the system: a long-term agreement and contracts, in accordance
with the forms approved by the authorized body;

As part of the implementation of the instructions of the President of the Republic
of Kazakhstan, Kassym-Jomart Tokayev, given in the Address to the people of Kazakhstan
dated September 1, 2021, in terms of expanding the volume and range of off-take contracts
with domestic manufacturers, as well as bringing the share of medicines and medical products
of domestic production from the existing 17 up to 50% A number of projects have been initiated
by the Single Distributor.

In order to ensure the transfer of technologies to the Republic of Kazakhstan,
provide patients with access to innovative medicines and methods of treatment, as well as
build up the human and scientific potential of the country, the Single Distributor is working with
a number of BigPharma companies on projects for the production of innovative drugs with
further export to the countries of the EAEU and the Central Asia.

Thus, the Single Distributor is working with a number of BigPharma companies on
projects for the production of innovative drugs with the possibility of export to the countries of
the EAEU and Central Asia.

As a result of this work, to date, the Ministry has already concluded framework
cooperation agreements with such global pharmaceutical companies as F. Hoffmann-La
Roche Ltd. and Novo Nordisk and AstraZeneca UK LTD. The signing of an agreement on
cooperation and readiness for localization with the companies Bayer AG, Takeda
Pharmaceutical, Jonson & Jonson is underway. During the visit of the Head of State to the
United States, following the results of the study of the Single Distributor, Pfaizer and
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Kazakhinvest signed an agreement on the localization of production in Kazakhstan of a vaccine
to protect children and adults from pneumococcal infection.

Emphasizing the Order of the Head of State, given at an expanded meeting of the
Government in July 2021, on the need to centralize the purchase of medical equipment at the
level of a Single Distributor, the first stage of centralization was carried out through tender
procedures for the purchase of medical equipment worth up to 20 million tenge.

Currently, as part of the centralized procurement of medical equipment on the basis of
SK-Pharmacy LLP, in 2023 it is planned to purchase 593 units of medical equipment worth
over 20 million tenge per unit in the amount of 66,470,567,911 tenge.

For the first half of 2023, 9 tenders were announced for 96 units of medical equipment,
in the amount of 16,243,916,325 tenge.

In order to digitalize drug supply and improve the IT infrastructure of the Single
Distributor, work is underway to consolidate balances at the level of medical organizations,
improve and automate the planning processes for medicines and medical devices by medical
organizations, as well as fully automate procurement procedures. To date, the Concept for the
Development of Information Systems of the Single Distributor has been developed and
approved. At the moment, the Ministry of Health of the Republic of Kazakhstan is conducting
a pilot project in terms of centralized accounting of balances in 14 medical institutions.
organizations.
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Pharmaceutical Market Overview

Import
391,85 billion tenge
(82,2%)

Retail segment Budget segment
257,4 billion tenge —— —— 219,2 billion tenge
(54%) (46%)

g-=
Total market

476,6 billion
tenge

Import in the budget segment
166,48 billion tenge (76%)
DP in the budget segment
52,79 billion tenge. (24%)

Import in the retail segment
225,37 billion tenge (88%)
DP in the retail segment
32,22 billion tenge (12%)

DP
84,79 billion tenge
(17,8%)

According to the report of the IQVIA international analytical company, the value of the
Kazakhstani pharmaceutical market (including retail sales and procurement procedures for the
guaranteed volume of medical care) for 6 months of 2023 amounted to 476.6 billion tenge in
distributor prices, which is 17.1% higher than 6 months of 2022 (407.16 billion tenge) (there is
growth in the budget segment by 21.12%, retail by 13.82%), while the growth of sold products
in physical terms (number of packages) amounted to only 0.7%, which indicates an increase
in the cost of 1 unit of goods. So, the average market price of 1 unit of goods increased by
16.23%, while the growth in the budget segment is 8.8% (stationary market i 3.9%, outpatient
drug supply (OPDS) 1 5.6%), in the retail segment 1 15.5%.

Number of Number of

Market segment _Amc_)u_nt, units of PriceT for 1 _Amc_>u_nt, units of Pricg for 1

in billion goods unit of in billion goods unit of

tenge (million goods tenge (million goods

packs) packs)

Budget segment 219,27 61,23 3581,2 181,04 54,98 32929
Inpatient care 89,55 41,65 21499 80,68 38,98 2 069,8
OPDS 129,72 19,58 6 626,7 100,35 16,00 6 273,2

Retail segment 257,37 264,55 972,9 226,13 268,49 842,2

TOTAL PHARMACEUTICAL
MARKET OF RK 476,64 325,78 1463,1 407,16 323,47 1258,7
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Procurement status of medicines and medical devices

OUTPATIENT DRUG
INPATIENT FACILITY SUPPLY SAVINGS ON THE
1593 646 RESULTS OF THE

Mand MD 184,9 biltg Mand MD 2328 bilig.

PROCUREMENT IS
21,5 bil tg

MO STATED 1 648 M and MD TOTAL PROCURED

REQUIREMENT FOR
WITHDRAWN FROM 1 548 “ 92%
NO NEED
PROCUREMENT Medicines and MD
116 Mand MD 39 Mand MD* '
* - 30 M and MD forecast rolling covers the annual need in the amount of y in the procurement
1.6 bilian tenge. 548 process
- 9 M due to the purchase of other TN in the amount of 0.2 biflion fenge
LONGTERM DIRECT INTERNATIONAL TWO STAGE
CONTRACTS CONTRACTS ORGANIZATIONS TENDER
o
"-‘-_f: 1067 i3 49 2270
= bilig billg bilig bilig
D [48 wmandmp 148 wmandmp 16 Mandmp 597 Mandmp
o
o
[
(a8

97% 100% 100% 91%

The list of the Single Distributor was approved by the order of the Ministry of Health of
the Republic of Kazakhstan on August 20, 2021 No. KR DSM-88.

Thus, there are 1,800 names of medicines and medical devices on the list of the Single
Distributor.

To ensure the continuity of therapy at the PHC level, from 2021 all medicines intended
for patients treated at the outpatient level are included for hospitals. At the same time, for
116 types of medicines and medical devices, medical organizations do not have a need for
2023. Thus, within the framework of inpatient care, medical organizations declared a need for
1593 medicines and medical devices in the amount of 184.9 billion tenge, and within the
framework of outpatient drug provision - 646 items in the amount of 232.8 billion tenge.

As of June 30, 2023, 1,548 items of medicines and medical devices have been procured.
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The procurement of 1,548 types of medicines and medical devices was carried out in
the following ways:

1) two-stage tender 1 597 items;

2) from one source i 164 items, including:

3) under direct contracts with manufacturers i 148 items;

4) through international organizations (UNICEF, UNDP, STOP-TB) 1 16 items;

5) special procurement procedure (additional agreements to LTC) 1 773 items;

* - withdrawn from the procurement due to: the presence of a carry-over balance i 30
items, the purchase of other trade names - 9 items.

136 types of medicines and medical devices, announced repeatedly within the
framework of a two-stage tender, were not procured due to the lack of proposals from potential
suppliers (possible reasons for not procuring: lack of registration in Kazakhstan, withdrawal
from production, small volume, low price). At the same time, for those not procured positions,
analogues were procured according to indications, dosages, other dosage forms of release.

Savings based on the results of the procurement amounted to about 21.5 billion tenge.

Thus, for 2023, 92% of medicines and medical devices were procured from the declared
need for 2023, that is, 1,548 types of medicines and MD in the amount of more than 300.39
billion tenge.

At the same time, on behalf of the Ministry of Health of the Republic of Kazakhstan, a
vaccine against yellow fever, not included in the list of units, was purchased in the amount of
450 thousand tenge.

Out of 1,548 items, 938 medicines and 610 medical devices were procured. Of the 938
procured drugs, 262 items (27.9%) do not have registered analogues in the Republic of
Kazakhstan (original drugs).

For the period from 2010 to the first half of 2023, there has been a decrease in the share
of procurement from local commercial distributors, an increase in the share of procurement
under direct contracts (including through international organizations (UNICEF, UNDP)) and
from domestic manufacturers.

The dynamics of the SD procurement for 2010 i the first half of 2023 (in billion tenge)

o 3 ol
S 6?’

’ 3 M B
--E B

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

203,9
330,5
385,9
300,4




SK-PHARMACY LLP Report Page
on the results of the first half of 2023 18 of 55

SK-PHARMACEUTICALS

RESULTS OF THE MAIN ACTIVITY

As a result of the work of the Single Distributor, over the period from 2009 to the present,
medicines and medical devices worth more than 2.3 trillion tenge or $7.2 billion have been
centrally procured.

For the first half of 2023, the total share of the ten most popular drugs amounted to 17%
of the total volume shipped by SK-Pharmacy LLP to medical organizations in the regions, both
inpatient and outpatient levels.

TOP-10 Trade Names of Medicines

The 1st half of The 1st half of Growth b The
Trade name 2022, in million 2023, in million y
2022 share
tenge tenge

1 | Keytruda 4 309,65 5 436,18 26% 3%
2 |Hexaxi mE 4 696,03 4 735,41 1% 2%
3 |Prevenar 1 4 291,07 4 734,76 10% 2%
4 | Pentaxim 3514,98 3 828,21 9% 2%
5 [Si mponi E 2 681,32 3 166,81 18% 2%
6 | Bevacizumab 2 336,46 2 961,52 27% 1%
7 | SpinrazaE - 2 798,04 1%
8 | VictozaE 1 830,87 2 673,25 46% 1%
9 | JardianceE 1571,24 2 556,16 63% 1%
10 ReviladeE 1 886,37 2511,43 33% 1%

TOP 10 35 401,77 17%

Total shlpped to medical

Total purchased 300 390,02

The first place in the TOP-10 according to the results of shipment for the first half of
2023 fell on the anticancer drug Keytruda manufactured by MSD Ireland (Carlow).

The second place according to the results of the shipment of the Single Distributor at
the request of customers was taken by the Hexaxim multicomponent vaccine (adsorbed)
against diphtheria, tetanus, whooping cough, hepatitis B, poliomyelitis and Haemophilus
influenzae type b infection, conjugated by Sanofi.

According to the results of the first half of 2023, the Single Distributor of medicines and
medical devices was actually procured in the amount of 300.39 billion tenge, while 45% (134.8
billion tenge) is supplied through local distributors, the total share of the ten largest distributors
amounted to 37% of total procurement volume of SK-Pharmacy LLP.
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The 1st half
of 2023, in growth by SQ?;ZIOf
million 2022
procurement
tenge

TOP-10 major suppliers among distributors

The 1st
Supplier

half of
2022, in

million
tenge

1 | Medservice Plus LLP 27 123,42 23 859,84 -12% 8%
2 | Ak Niet LLP 24 244,22 17 128,02 -29% 6%
3 | STOPHARMLLP 17 415,78 16 502,29 -5% 5%
4 | KNYAZ PHARMA LTD LLP 20 568,14 10 748,87 -48% 4%
5 | SWIXX BIOPHARMA LLP - 9 600,15 3%
6 | R-Pharm Kazakhstan LLP 10 225,95 9529,83 -7% 3%
7 | Novo Nordisk Kazakhstan LLP 5 118,85 8224,19 61% 3%
8 | INKARLLP 11 216,64 7 782,17 -31% 3%
9 Takeda Kazakhstan LLP 5 804,60 5481,61 -6% 2%

OAD-27 LLP 6 298,61 5 261,29 -16% 2%

-_

TOTAL PROCUREMENT FROM
. DISTRIBUTORS Readblas -

| | TOTAL PROCUREMENT 300390,02 [ | ]

According to the results of the first half of 2023, the share of the ten largest
manufacturers amounted to 41% of the total purchase of SK-Pharmacy LLP, where DCP JSC
Nobel was the leader, overtaking two Sanofi and DCP JSC Chimpharm.

Growth by

TOP-10 major manufacturers

The 1st half of
Manufacturer

The 1st half of

2022, in million 2023, in million

tenge tenge
1 | Nobel 19 790,47 20 330,96 3% 7%
2 [ Sanofi 24 369 50 14 267,35 21% 5%
3 | Himfarm 16 901,87 13 845,53 T18% 5%
4 | KFK 10 738.73 12 568,77 17% 4%
5 gl offmann-La 10 664,43 11 271,44 6% 4%
Roche
6 | Baxter 14 368.83 10 824,80 25% 2%
7 | Vetter Pharma 7 562,07 10 698,27 41% 4%
8 | Eleas pfk llp 7 763,56 10 424,85 34% 3%

9 | Pfizer 15 138,20 9 284.90 239% 3%
10 | GlaxoSmithKline 8459 75 8 832,35 4% 3%
[ uwfwo [ 12234922 | | 41% |
[ Imjes | 3008%02 [ [

According to the results of the procurement, the 1st place in terms of the share in the
total volume of procurement fell on domestic products and the 2nd place was procured by
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customers from German products. The share of the TOP-10 countries based on the results
of the procurement amounted to 84% of the total volume.

TOP-10 countries according to the procurement results

The 1st half of | The 1st half of Growth by g?wwﬁz
Country 2022, in million | 2023, in million
tenge tenge 2022. M and
MD

1 Kazakhstan 114 250,59 103 885,96 -9% 35% 928 60%

2 . Germany 43 742,33 41 832,43 -4% 14% 87 6%

3 (0N Italy 12 645,41 19 198,67 52% 6% 26 2%

4 | B3 Switzerland 25 767,07 19 119,01 -26% 6% 26 2%

5 [ 2= USA 16 783,93 14 775,65 -12% 5% 16 1%

6 | 0 ¥ France 24 324,05 14 431,94 -41% 5% 34 2%

7 | BT Ireland 18 624,70 13 776,42 -26% 5% 15 1%

8 | = India 13 738,15 9 308,83 -32% 3% 109 7%

9 | &= Great Britain 8 688,34 8 755,48 1% 3% 19 1%

10 | == Austria 8 735,55 6 730,95 -23% 2% 13 1%
| [ vfvo | 25181535 | 0 [ 84% | 1273 | 82% |
. [ Jweryf | 3003%02 [ [ | 1548 [ |

Thus, the Single Distribution fully justified itself as a tool for minimizing risks through
centralized procurement, curbing the rise in prices for pharmaceutical products within the
framework of the GVFMC, reducing the share of intermediaries in the form of local commercial
distributors.

Since the creation of the SD, the total savings in funds allocated for drug provision under
the GVFMC amounted to 214.4 billion tenge. There is a tendency to increase savings, SO
compared to 2010, in the first half of 2023, the amount of savings in absolute terms increased
by 3.7 times.

19% 0 14% 110 10%
QL 12%15\4 13% 1% o, 10% gy

&
YT N6%

7%

5,8 5,1
---nm

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

. Savings, billion tenge = == <04 of the total procurement amount
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Thus, savings are achieved due to the centralization of procurement and the
consolidation of the volume of demand from all regions. Suppliers go for a significant price
reduction when the volume for the whole republic is procured centrally. And it is this difference
between the allocated budget and the amounts actually used that constitutes the savings. The
freed-up difference is used by medical organizations to procure additional volumes of drugs,
thereby increasing the coverage and availability of drugs to the population.

Shipment of medicines and medical devices to medical organizations

Since the beginning of 2023, the Single Distributor has begun the procedure for
shipment of medicines and medical devices as part of outpatient drug provision to medical
organizations in accordance with the declared volume. As of June 30, 2023, the Single
Distributor shipped medicines and medical devices in the amount of more than 153.2 billion
tenge as part of the OPDS. At the same time, medical organizations in the Drug Supply
information system provided prescriptions in the amount of 96.2 billion tenge, (within the
framework of the GVFMC i 89.2 billion tenge; and within the framework of the CSHI 7 7.04
billion tenge.)

As of June 30, 2023, the Single Distributor shipped medicines and MD worth more than
109.2 billion tenge within the hospital.

DECLARED
by the regions at the PURCHASED SHIPPED PROVIDED
maximum price of the at the price with additional IN IS MP

Ministry of Health of list of SD volume
the Republic of;| "
Kazakhstan

| fe * 122

OUTPATIENT . ] ]

232,8 bil.tg. 1532 bil g. 96,2 bil ig.

DTNUF? A?:JEZF;LY 300.4 bil.tg. Vo7 0 bty
iy 184.9bilig 109,2 bil ig.

Outpatient drug provision within the framework of the activities of the
Single Distributor

Single Distributor conducts centralized procurement of the entire outpatient list from
January 1, 2018. Centralized procurement of the entire outpatient list at the level of the Single
Distributor allowed saving the country's budget in 2018 in the amount of 23.4 billion tenge.

Every year the state increases funding for outpatient drug provision, the coverage of
nosologies and the population is increasing.
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Since January 1, 2020, the CSHI system has been introduced in Kazakhstan, which
made it possible to cover an additional 105 nosologies.

Thus, the expansion of the coverage of nosologies within the framework of the
GVFMC and CSHI was achieved by 3 times from 45 to 131 nosologies.

Drug provision within the framework of outpatient drug provision is carried out in
accordance with the List of medicines and MD for free and (or) preferential outpatient provision
of certain categories of citizens of the Republic of Kazakhstan with certain diseases
(conditions), approved by order of the Minister of Health of the Republic of Kazakhstan dated
August 5, 2021 No. KR DSM i 75.

Expenses for the treatment of the TOP-10 nosologies amount to 70.98 billion tenge,
or 74% of the total expenditure on drug provision within the allocated budget funds for
outpatient drug provision.

TOP 10 nosologies by the amount of expenses

The 1st half of | The 1st half of

Sign of

Growth by

GVEMC / CSHI _2_022, in _2_023, in 2022 Share
million tenge million tenge
1 Diabetes mellitus GVFMC, CSHI 17 007,53 19 190,22 13% 20%
2 | Oncological diseases | GVFMC, CSHI 11 709,62 13 288,25 13% 14%
3 | Malignant neoplasms | GVFMC, CSHI 7 554,08 8 943,45 18% 9%
4 | Arterial hypertension GVFMC, CSHI 6 378,18 7 109,91 11% 7%
Hereditary
5 | deficiencies of blood GVFMC 6 122,32 7 043,54 15% 7%
clotting factors
6 | Rheumatoid arthritis GVEMC, CSHI 3 547,53 4 069,88 15% 4%
7 | S s sdzd i OF GVFEMC 4 401,97 3 826,65 -13% 4%
SRl e M iscular GVFMC . 2 798,04 3%
atrophy
9 | Mental iliness. GVFEMC, CSHI 2701,78 2 529,62 -6% 3%
10 | Duchenne muscular GVFMC 1883,45 2 175,44 16% 2%
dystrophy
| [top0 | [ | 7oersor [ [ 74% |
. Jmotal [ [ ] 9269 | | |

At the same time, the TOP 10 nosologies in terms of the number of patients differ from
the TOP 10 nosologies in terms of the amount of expenses and makes up 88% of all patients
provided with free medicines as part of outpatient drug provision.
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TOP 10 nosologies by number of patients*

Number of Number of

patients patients

Sigh of GVFMC / Growth

Nosolo rovided in rovided in Share
v CSHI the first half | the first haif | PY 2022
of 2022 of 2023
1 [ Arterial hypertension GVFMC, CSHI 1148 821 1 026 525 -11% 40%
2 | Coronary heart disease (CHD) GVFMC, CSHI 440 200 400 441 -9% 16%
3 | Diabetes mellitus GVFMC, CSHI 425 193 377 736 -11% 15%
Acute respiratory infections of
4 | e lower ‘:espiraytory 'l CSHI 122 921 97 499 -21% 4%
Hypothyroidism /
5 | Hyperthyroidism / GVFMC, CSHI 99 553 88 261 -11% 3%
Hypoparathyroidism
6 | Chronic heart failure GVEMC, CSHI 72910 71638 -2% 3%
7 | Bronchial asthma GVFMC, CSHI 72 058 66 277 -8% 3%
8 C?_hronic obstructive pulmonary GVFMC, CSHI 60 828 53 559 129% 20
isease
9 | Epilepsy GVFMC, CSHI 56 142 51 930 -8% 2%
10 | Mental illness GVFMC, CSHI 46 215 42 555 -8% 2%
| [|top20 0000000000000 [ 2276421 | [ 8%
. JomAa.... | 2563 { [ |
* - the number of unique patients was calculated taking into account the type of payment (GVFMC/CSHI), the
region of the Republic of Kazakhstan and nosology.

Thus, in the first half of 2023, more than 8.35 million prescriptions were issued for 2.58
million patients in the amount of more than 96.2 billion tenge, which indicates that, on average,
about 46,000 prescriptions are issued and dispensed daily recipes.

In the first half of 2023, more than 2 million 576 thousand of the population were
covered with free medicines, of which 540.6 thousand were covered within the framework of
the implemented compulsory health insurance system.

Support for domestic producers

According to subparagraph 4 of article 248 of the Code "On the health of the people and
the healthcare system”, one of the principles for the procurement of medicines and medical
devices is to support domestic producers. To implement this principle, Procurement Rules 110
provide for Chapter 5 to support domestic pharmaceutical production in the purchase of their
products in the Single Distributor system.

In the procurement of medicines and MD, domestic manufacturers are granted
privileges in tender procedures, when applications from other suppliers are not considered in
the tender with the participation of a domestic manufacturer. Procurement Rules 110 provide
for the possibility of concluding long-term contracts for the supply of domestic products for a
period of 10 years. This fact gives domestic enterprises a powerful incentive and a solid
platform for the development of their own pharmaceutical production.
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Support for domestic producers and entrepreneurial initiatives is one of the main
activities of the Single Distributor.

In the period from 2009 to the first half of 2023, there has been a systematic increase in
the share of Kazakhstani drugs in the procurement of the Single Distributor. Most of the
domestic drugs are procured through the conclusion of long-term contracts with DGP for 10
years.

If in 2010 the share of domestic producers in monetary terms amounted to 15% (in the
amount of 4.8 billion tenge), then according to the results of the first half of 2023, the share of

procurement in monetary terms increased by 2.3 times, amounting to 35% (in the amount of
103.89 billion tenge).

Procurement dynamics of the Single Distributor from DGP for the period 20107 the
first half of 2023

41%
%

27% 28% g0y 68,6

0 22%
150, 18% 17% 20% oo 18%

82,1
11,3 53,6 '

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

EE in monetary terms, billion tenge CT—3CVI vaccine is not included in the SD list share of the total prpcurement, %

Procurement dynamics of the Single Distributor from DGP within the framework of
LTC for 202071 the first half of 2023

2023 (103,89) 80,99 1

2021 (178,8) 96,1 68,6
2020 (82,1)
DGP within the tender B DGP within the framework of LTC

OTP under direct contract ODGP outside the list of the SD
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78% (80.99 billion tenge) of the medicines and MD procured in 2023 from DGP, were
procured through long-term contracts.

DGP coverage of items in the context of anatomical-therapeutic-chemical groups

(613) Medical Devices I - A 54
(81) C - drugs that affect the cardiovascular system 27%
(9) S - drugs affecting on the senses 2%
(38) M - drugs affecting the musculoskeletal system 18%
(16) D - dermatological products 44%
(129) N - drugs that act on the nervous system 33%
(5) P - antiparasitics, insecticides and repellents 40%
(97) A - drugs that af GRS NNVEN s/ isSiNeNman désm
(88) B - drugs that af 39% £200 19%
(26) V - various drugs 38% 42% 2%

[ 38% DA
(171) J - antimicrobial drugs for systemic use 41%
[ 30% B ag%

(198) L - antineoplastic and immunomodulatory drugs 30% 48% 29%
(52) R - drugs acting on the respiratory system 27%
(10) G - drugs that af f XEEREINGERNINNG Ny SIyASNeNm €205
(39) H - drugs of hor monEENNIGFINSHISIE/miNcINuSIENN(Nex crepitiess

m Kazakhstan ® Europe other countries

An analysis of DGP coverage in the context of ATC groups (including MD) for the 1st
half of 2023 (shipment fact + OPDS provision) showed the following:

9 Over 50% DGP are covered in 5 groups:

- medical devices: 598 items out of 613 procured according to the list of the SD
produced in Kazakhstan

- drugs affecting the cardiovascular system: 49 items out of 82 procured according
to the list of the SD produced in Kazakhstan;

- drugs affecting on the senses: 5 items out of 9 procured according to the list of the
SD produced in Kazakhstan;

- drugs affecting the musculoskeletal system: 19 item out of 38 procured according
to the list of the SD produced in Kazakhstan;

- dermatological drugs: 8 items out of 16 procured according to the list of the SD
procured in Kazakhstan.

9112 out of 15 DGP groups produce more than 30% of drug names procured under the
SD list.

Thus, in order to implement the instructions of the President of the Republic of
Kazakhstan and the Government of the Republic of Kazakhstan in order to achieve high-quality
coverage of 50% DGP, it is necessary to consider the issue of localizing drugs from 3 groups
with a share of DGP drugs less than 30%.

The current situation of pharmaceutical production in the country cannot be considered
sufficient: its volumes provide only 24% of the country's need for medicines and medical
devices.



SK-PHARMACY LLP Report Page
on the results of the first half of 2023 26 of 55

SK-PHARMACEUTICALS

RESULTS OF THE MAIN ACTIVITY

To date, there are 98 long-term contracts concluded with 36 domestic goods
producers for the supply of 700 medicines and 3,821 medical devices, of which 46 long-term
contracts are concluded for drugs and 53 long-term contracts for medical devices.

The DGP portfolio under the DD consists of 75.19% of medicines in tablet form of
release, injectable forms of release account for only 24.44%.

The nomenclature of medical devices according to DD consists of 60.99% of medical
devices intended for arthroplasty. Medical products used in diagnostics account for only
25.18%.

The current DGP portfolio for DD is formed not from the real need of health care, but
from the proposals of potential suppliers.

Thus, there are the following industry problems:

1. More than 80% within the framework of LTC
concluded for MD;

2. Implemented only 27 out of 98 LTC,;

3. Lack of interaction between the scientific
community of Kazakhstan and manufacturers;

4. Low level of research and educational potential
in the field of pharmaceuticals, as well as their financing;

5. Lack of production of substances and original
drugs;

6. DGP portfolio is represented by low-margin

generic drugs

To reach 50% by 2025, it is necessary to:

1. Switch focus from MD to medicines in LTC;

2. Implementation of LTC projects concluded with the SD;

3. Creation of R&D centers;

4. Localization of original drugs in order to conclude LTC;

5. Conclusion of LTC on expensive innovative drugs.

In order to simplify the entry of global pharmaceutical companies into the domestic
market and the localization of the production of original drugs in the country, the Single
Distributor has carried out work to improve the mechanisms for concluding long-term contracts
with contract manufacturing customers. The proposed changes include providing the possibility
of localizing in the territory of the Republic of Kazakhstan only original drugs and medical
devices that are under patent protection. As part of the discussion of changes and additions, a
working group was formed consisting of representatives of business, associations, employees
of SK-Pharmacy, NCELS, MZRK.

To date, the Ministry of Health of the Republic of Kazakhstan has already concluded
framework cooperation agreements with such global pharmaceutical companies as F.
Hoffmann-La Roche Ltd. and Novo Nordisk. We are working on signing an agreement on
cooperation and readiness for localization with AstraZeneca UK LTD., Bayer AG, Takeda
Pharmaceutical. As part of the recent visit of the Head of State to the United States, following



