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Digital China Abilities and Solutions

on Data Consulting for Industry Scenarios
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Facing industry business challenges and pain points, Digital China focuses on
industry customer business and data, combines business management knowledge and
data analysis capabilities, uses mathematical model algorithms to mine business rules,
supports business management decision-making, serves and creates value for industry
customers to realize the realization of data assets and empower at different stages of

digital transformation.

Digital China has a top-level expert team, which has rich quantitative management
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experience on using data model and algorithms to provide professional services for

quantitative management construction for leading customers in multiple industries,.
Team members are:

® Familiar with the whole process of quantitative analysis, formulate cleaning and

sorting strategies according to the data status;

® Familiar with Combining data with visual presentation, and using visual means to

describe and understand data;

® Have a good foundation in mathematics and statistics, and proficiently use various

models and algorithms for business data analysis;

® Familiar with data management, data exploration, model training, strategy application

and other full-cycle data value mining processes;

Optimization of airline meal strategy:

The passenger transportation capacity of my country's civil aviation has been
increasing year by year, and the demand of customers for traveling by air and the
requirements for service quality have been continuously improved. However, the
emerging high-speed rail transportation has brought great challenges to civil aviation
transportation, which is cheaper, more convenient and more comfortable. And more
affected by the new crown epidemic, how airlines can ensure service quality and increase
passenger flow while reducing costs has become an urgent problem to be solved. The
variable costs of airlines are relatively rigid. For example, the cost of jet fuel accounts for a
very high proportion, and the cost of take-off and landing is relatively fixed. Faced with

the huge challenges of the market, the overall profitability of airlines is very small.
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Digital China conducts in-depth analysis of the airline's flight variable costs, explores
the influencing factors and boundary costs in the variable costs, and monitors the
changes in costs in real time. Taking flight as the core, calculate the variable cost in
different scenarios. Establish a cost simulation system, with the goal of reducing costs,
increasing efficiency, and increasing profits, and provide data support for subsequent

business decisions.

In response to China Southern Airlines’ green flight meal activities launched in
2019, Digital China has processed more than 3 million flights and over 30 million meal
data in China Southern Airlines’ CMS system in the past five years, and integrated and
integrated the in-flight meals. In terms of reducing meal waste and cost, the thematic
analysis analyzes the characteristics of green flight flights and passengers in multiple
dimensions, and analyzes the probability of green flight from the perspectives of cabin,
departure time, flight time, and route. For example, the probability of business class
passengers choosing green flight exceeds 20%, based on these characteristics, further
improve precision marketing of green flight and reduce food waste. Analyze the
proportion, price, type, etc. of the number of passengers catering for different flights, and
discover the flights with backup meals and abnormal catering ratios. In particular, about
30% of the voyages are less than 2 hours of domestic flight catering, and about 0.6% of
these flights have catering abnormalities. The meal catering strategy and cost monitoring
system formulated through the cost simulation system can reduce the meal cost of these

short-haul flights by about 10%.

Financial anti-fraud:

Auto finance companies receive millions of applications for car purchase loans each
year, with a single application amount in the hundreds of thousands. Fraudsters use
loopholes to illegally obtain vehicles and no longer repay, which will cause auto finance
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companies to be unable to return the payments, and the amount of loss in each case is

more than tens of thousands of yuan.

When car loan applicant information writes into the application anti-fraud system,
which includes the appli cant's name, gender, age, income, address, company, contact
information, loan method, and so on, Digital China build rule models based on the above
information to warn of possible risk scenarios, for example, a certain contact method
appears in multiple applications at the same time. At the same time, the anti-fraud
system divides the community information, such as contact information, company name,
home address, and uses social network analysis methods to determine the strength of the
social connection between the applicant and other black-and-grey-listed individuals, and
give them based on the relevance. As a result, a correlation coefficient score will be

output.

The rule model and social network analysis score will be pushed to the decision
engine, and based on the results, it will be judged whether the approval is passed, or it
needs manual review by risk management personnel. According to the received results,
the risk management personnel will query the fraud risk rules triggered by the
application or the social network blacklist personnel. If it is judged as a misjudgment, the

application is approved, otherwise the application is rejected.

Supply chain optimization of automotive aftermarket:

The life cycle of auto parts and accessories far exceeds the life cycle of a car. A
complete vehicle has about 6000 spare parts, and a new car adds 2500-3000 new parts.
Most companies need to manage more than 30,000 SKUs. Top companies such as SAIC
GM even has more than 140,000 parts. The supply and distribution of spare parts, from

the order requirements issued by distributors and OEMs, to the actual spare parts
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distribution cycle, is calculated on a weekly basis, and the demand for spare parts is
subject to seasonal, periodic and regional influences. If distributors and manufacturers
maintain a large amount of inventory to cope with the possible demand for spare parts, it
will lead to a large inventory backlog and high inventory costs; but if the distributor and
manufacturer do not maintain spare parts inventory, it will lead to a long customer

maintenance service cycle. Reduce customer satisfaction and lead to customer loss.

Digital China collects data and monitors KPIs in the entire supply chain of auto parts,
supplier production, supply chain logistics, and inventory circulation. At SAIC GM, more
than 140,000 circulating parts are divided into the launch period, growth period, stable
period, and decline period according to the life cycle of the accessories. For the initial
inventory and lack of historical data during the launch period, short-term forecasts can be
made through cluster analysis and other methods to learn from the demand for similar
accessories; a small amount of historical sales data has been accumulated during the
growth period, and short-term forecasts have been made using time series analysis and
regression models; In the stable period, the demand data has obvious regularity, and
multi-level forecasting and reconciliation can be adopted to improve the forecasting
accuracy and forecasting time; the parts of the recession period need to be strategically
reserved in advance, and replenishment with reference to the needs of similar parts. SAIC
GM predicts that the overall forecast accuracy of spare parts has increased by about 3%.
In particular, the forecast accuracy of auto parts such as recession parts (breakpoint parts)
and some stable parts (mature parts) has increased by more than 5%. The satisfaction

rate is also maintained at 95%.
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Retail pricing strategy for refined oil products:

China's refined oil retail price change by the National Development and Reform
Commission, each refined oil retail enterprise needs to change prices in a timely manner
in accordance with market changes in their daily operations. Considering the
development of the refined oil retail industry in developed countries, in recent years,
China will liberalize the price control of refined oil, and the industry will enter a fully
market-oriented operation model. Refined oil retail companies need to quickly follow up

market-based dynamic price management to enhance their core competitiveness.

Digital China cleans and integrates the oil card system, financial system, supplier
system, HOS system and other business system data of refined oil retail companies, and
at the same time obtains the NDRC refined oil price data and the price data of external
competitors from third parties. All users are grouped according to industry, level and
other information, according to the daily/annualized cost of oil purchases, combined with
gas station outlets, price policies, market activities, etc., and for each grouping result, the
corresponding sales or gross profit are calculated and carried out the price elasticity test
is to determine the main factors affecting revenue, gross profit, and pricing during the
test period. Influencing factors include customer group characteristics, price strategies,
NDRC pricing changes, diesel engine prices or spreads, price adjustment event types,
time periods, geographic dimensions, and competitors' prices. Based on historical pricing
and corresponding JV sales & gross profit, as well as factors such as purchase prices, sales
changes, competitor prices, etc., the optimal price strategy is found with the goal of

maximizing gross profit.

Hotel revenue management and dynamic pricing:

__Revenue management in the hotel industry used to be mainly simple management
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of room prices and inventory, using short-term tactics to compete; domestic high-end
hotels and foreign-funded hotels actively apply massive data to revenue management,
and refine hotels based on historical data and analysis techniques Improved revenue
management. Due to differences in location, hotels can be divided into business type,
tourism type, transportation hub type, etc. Different types of hotels face different market
segments for major customers, such as travel groups, business groups, conference
groups, door-to-door individual tourists, contract individual tourists, long-term individual
tourists, flight crews, etc. There are also obvious differences in the needs of different

room types of customers in these market segments.

If the price of a room is increased, the increase in the unit price of guest will result in
a decrease in passenger flow, which may make rooms vacant; if the price of the room is
lowered, the reduction of the unit price of guest will also lead to an increase in the room
utilization rate, but oversold room orders will also cause hotel losses. The most important
part of hotel revenue management is to predict hotel guest flow, and formulate the
optimal price strategy based on the expected guest flow, balance revenue and cost to

maximize gross profit.

Digital China integrates the guest room management system, customer
management system, financial management system and other data of each hotel, and
introduces internal and external data such as weather data, holiday data, event events,
marketing policies, etc., to form a theme data mart for revenue management . By using
multiple regression, ARIMAX, ESM, LSTM and other model methods to predict the
passenger flow of different hotels, Digital China could formulate hotel room prices based
on the results of passenger flow prediction. In Hilton China, Digital China made passenger
flow forecasts for 93 hotels, and the overall error was within 4%. Excluding the two Hong
Kong hotels, the overall error was about 1.4%. In the forecast application window, overall

hotel revenue increased by 12%.

s,
TN M EEIEF RN B RAF]

www.digitalchina.com



6 1 $8 55 X
Digital China Imcloud

Medical insurance actuarial and medical insurance fraud risk:

The popularization of China's universal medical insurance, the accelerated
population aging, and the continuous development of medical institutions have led to
rapid growth in China’ s medical insurance fund expenditures. The national medical
insurance fund’ s annual expenditure has exceeded 2 trillion yuan, and the national
medical insurance fund income and expenditure have increased year by year. As a result,
the fund balance ratio has shown a downward trend, and there are hidden concerns
about the level of fund adequacy ratios. A more accurate forecast of the future
development trend of the fund’ s revenue and expenditure plays an important role in the
reasonable control of the growth of medical insurance expenses and the scientific
management of the use of medical insurance funds. At the same time, in the process of
medical insurance operation and management, patients and doctors cheating insurance
are prominent. In 2018, Shenyang insurance fraud and other cases exposed the risks of
my country's medical insurance operation and management. Every year, unnecessary
expenditures caused by fraudulent insurance and unreasonable expenses have reached
hundreds of millions yuan. The timely identification of medical insurance fraud and the
stop loss and accountability have played a positive role in maximizing the social value of

the medical insurance fund.

Digital China conducts medical insurance actuarial calculations based on the income,
expenditure, and balance of the Shanghai Medical Insurance Fund. Among them, fund
income is divided into overall funds and personal accounts, including current collection,
financial subsidies, interest and other income. Fund income is affected by factors such as
the insured population structure, macroeconomics, and payment base. Fund expenditures
are mainly divided into medical expenditures and other expenditures. Medical

expenditures account for the main part of the expenditures.
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They are divided into three categories: general outpatient and emergency, outpatient
serious illness and hospitalization. They are affected by the type of disease, the number
of visits, and the average cost per visit, and are particularly affected by the demographic
structure Impact, namely the impact of aging. Population is an important factor affecting
the medical insurance fund, and the demographic factor is divided into insured persons
on the job and retired persons. Digital China uses time series, population migration
gravity model, age shift calculation model, etc. to make population forecasts; then it uses
exponential smoothing model, Logistic block growth model, kernel density estimation,
elastic network regression and other methods to predict the income and support of the
fund. .

In response to medical insurance fraud, Digital China integrates fixed-point medical
insurance settlement data and cost details, comprehensively analyzes doctors' diagnosis
and treatment behavior, and identifies serious risk diagnosis and treatment items such as
rehabilitation, physical therapy, and Chinese medicine treatment. And based on the
number, frequency, and inter-item associations of medical treatment items prescribed by
doctors, an early warning indicator system is recommended. Using unsupervised machine
learning methods, doctors are divided into groups based on the characteristics of
doctors' diagnosis and treatment behavior, forming a big data early warning model, and
verifying the results. According to the verification results, determine the characteristics of
the doctors, use AHP level analysis and other methods to score the doctor's doubts, and
grade the scoring results according to high, middle and low. For Shanghai Medical
Insurance, more than 1,000 suspected doctors were identified, and the cost of suspected
points exceeded 14 million yuan. Among them, high-risk doctors accounted for about
20% of the total number of suspected doctors, and the costs of suspected points

accounted for more than 60% of the total cost of suspected points.
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