Health resort complex in

Feodosia, Crimea
Business Plan



e
Abstract

Business plan was developed to present a feasibility study on launching a health resort.
Business plan includes:

= Business description

= Analysis of the health-resort and medical services markets

= Marketing, organizational, production, investment and financial plans
= Assessment of the project's economic feasibility

Assessment of the project's economic feasibility includes calculation of the following metrics:

= Project net present value (NPV)
= Project profitability index (P1)
= Project payback period

Project’s financial and investment metrics are based on the model presented in the MS Excel format.

Summary

Project concept

For the consideration of potential investors, we present the project of a health resort complex at the settlement
of Kurortnoye, Feodosia Urban District, Republic of Crimea. The health resort offers 67 rooms (48 Standards, 5
Standard+, 11 Semi-suites, and 3 Suites). The medical center (19 medical and treatment rooms and 4
inpatient wards) is intended to provide both resort treatment for vacationers and paid services to residents and
vacationers staying elsewhere in Feodosia, Sudak, and Kirovskiy district. The treatment focuses on cardiology
and gastroenterology. Eleven apartments on the top floor of the main building with a total area of 738 m2 are
designated for sale.

Territory and infrastructure

The health resort is located on a plot of 4000 m2, rented for 49 years with a subsequent purchase option.
There are 2 buildings on the territory — the main resort building of 4,393 m2 (figures 1 and 2) and a restaurant
of 826 m2 (figure 3). The basement of the main building is a medical center, the resort rooms are on the 1st to
3rd floors, and the apartments take up the 4th floor. There are storage rooms and a laundry in the basement of
the restaurant. The kitchen is on the 1st floor, the 2nd floor is the dining room, and administrative offices are on
the 4th floor.




Figure 1. Interior of the main building

Figure 2. Exterior of the main building
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Figure 3. Restaurant

Business model

Business model of the project assumes three main revenue streams:

= Income from the sale of packages (health-resort vouchers)

= Income from the provision of medical services to the local population and tourists
= Income from the sale of the apartments

The health resort's revenue will be segmented by the main sales channels: tour operators, travel agents, online
booking systems, direct sales, and trade unions (priority is given to the last three categories as they have the
highest margin). Target distribution of rooms by sales channel depends on the type of room and season: the
share of direct sales will increases in the high season (July—September), while the low season will give more
capacity for trade unions to maintain a high occupancy for the health resort. To attract customers via the direct
sales channel, several marketing activities are expected, including an advertising campaign in search engines,

social networks, and on billboards as well as using our connections within the leading medical institutions in
Moscow and the Moscow Region.

The capacity of the medical center will be distributed between the patients of the health resort and external
customers on a leftover basis (patients residing in the resort are the priority). Revenue from the provision of
medical services will be segmented by medical profile and will also depend on the season, increasing in the
high season due to additional inflow of tourists to the region.




Apartments will be sold directly, using the promotional website, through sale aggregators and through real
estate agencies.

Competitive advantages

The main competitive advantages are:

= Location: a popular resort area on the Black Sea coast near the Karatau Nature Reserve.

= Modern infrastructure and facilities: the health resort will offer a level of comfort that is not available
from the vast majority of competing health resorts, which were built in the Soviet period and feature
outdated infrastructure and facilities.

= Medical personnel and medical facilities: we can attract leading specialists from the Moscow Sechenov
Academy and the Center for Interventional Cardioangiology, who will work with modern equipment and
provide high-quality medical services unavailable in most Crimean medical facilities.

Investments

At the moment, the project's investments amount to about 250 million RUB provided by the founders.
Construction of the main building and the restaurant is complete. The main building has windows, external
doors, water, sewage, and an electrical system installed. At the moment, about 80% of the exterior finishing
work is completed. The restaurant has been fitted with windows and external doors, and the external finishing
work is fully completed. The territory is equipped with fire reservoirs and wells have been drilled. Overall, the
facility is estimated to be 70% ready. To launch the project, it is necessary to invest another 110 million RUB
over two years. These funds will cover the interior finishing work of the main building and the restaurant, the
purchase of furniture and equipment, landscaping, and other necessary investments.

Investments by object
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Key financial metrics

The project will generate a steady revenue (excluding inflationary growth) of 163 million RUB and a net income
of 46 million RUB by the fourth year of operation. With an investment of 110 million RUB and a 33% equity
share of the investor in the business, the undiscounted payback period after the project launch will be 5 years.
The discounted payback period will cover 8 years. The 15-year NPV will amount to 39 million RUB, and the PI
for the entire time (equity share in the business/initial investment) will be 2.1.
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Business description

Project concept

The essence of the project is the construction of a modern, specialized health resort in a popular tourist
destination on the Eastern coast of Crimea. The main goal of the project is to provide customers with high-
guality medical and recreational services with a focus on cardiology and gastroenterology.

Project geography

The health resort is located in the village of Kurortnoye, Feodosia Urban District, the Republic of Crimea, 300
m from the Black Sea coast. The unique Karatau Nature Reserve is located two kilometers to the east. The
location in a resort village, the proximity to the coast, and the unique atmosphere of the Crimean littoral give
the health resort undeniable competitive advantages, enabling the project to operate at a high level.

Main project services

The health resort aims to provide comfortable accommodation and quality customer services, including food,
medical, and laundry services as well as cultural and sports activities. There are 67 rooms, including 11 two-




room semi-suites and 3 three-room suites. The restaurant has a kitchen and a dining room with 120 seats,
allowing it to provide quality food for guests and employees of the health resort. The medical center, consisting
of 19 medical and treatment rooms and 4 inpatient wards, will allow initial reception in the following areas:

= Therapy

= Cardiology

= Neurology

= Gastroenterology (including endoscopy)
= Urology/gynecology

= Ultrasound

= Laboratory diagnostics

= Aesthetic medicine

The main focus of the health resort is cardiology. Cardiological programs will be aimed at the treatment of
hypertension, coronary heart disease, angina pectoris, arrhythmias, and recovery after myocardial infarction,
myocarditis and endocarditis. Gastroenterology will be an additional specialization. The health resort's
gastroenterological programs will focus on the treatment of gastric ulcers and duodenal ulcers, GERD,
gastritis, irritable bowel syndrome and rehabilitation after gastrointestinal surgeries.

Also, the medical facilities of the health resort will provide the following general health treatment services:

= Inhalation (ultrasonic inhalation, ozone gas therapy, and ion therapy)

= Physiotherapy (ultrasound therapy, UHF therapy, EHF therapy, electrophoresis, laser therapy,
magnetotherapy, and shock wave therapy)

= Hydromassage

= Massage

= Salt therapy

= Exercise therapy/Yoga

The gym equipped with a set of cardiovascular equipment and free weights will meet the customers' needs for
additional physical activity.

In addition to the health resort activities, it is planned to sell 11 apartments with a total area of 738 m2.
Apartments are located on the top floor of the main building. They have their own separate entrance, staircase,
and independent ventilation and air conditioning systems.

Project business model

Business model of the project assumes three main revenue streams:

= Income from the sale of packages (sanatorium vouchers)
= |Income from the provision of medical services to the local population and tourists
= Income from the sale of the apartments

Detailed segmentation of each stream is given in the Revenue and Non-operating income subsection of the
Financial Plan.




Competitive advantages

The main competitive advantages are:

= Location: a popular resort area on the Black Sea coast near the Karatau Nature Reserve.

= Modern infrastructure and facilities: the health resort will offer a level of comfort that is not available
from the vast majority of competitors, which were built in the Soviet period and feature outdated
infrastructure and facilities.

= Medical personnel and medical facilities: we can attract leading specialists from the Moscow Sechenov

Academy and the Center for Interventional Cardioangiology, who will work with modern equipment and
provide high-quality medical services unavailable in most Crimean medical facilities.

Market analysis

HEALTH-RESORT MARKET

Market size

The volume of the Crimean health-resort market in 2019 amounted to 15.4 billion RUB. It has been growing
steadily in recent years.

Health-resort market size and growth rates
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At the same time, the total number of health resort facilities has remained practically unchanged for the last 4
years.
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Thus, the revenue of the existing health resorts is growing steadily. The main growth drivers are an increase in
the average annual occupancy rate as well as an increase in the volume and price of the services provided.

Distribution of health resorts by form of business entity

Most of the health resorts in Crimea are directly or indirectly state-owned institutions (state-financed entities,
federal state-financed entities, state unitary enterprises, or state JSCs). Only 30% of the health resorts are
private.

Distribution of health resorts by form of business entity
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Regional distribution of health resorts

The regional distribution of health resorts is asymmetrical. Namely, the East coast accounts for only 6% of
health resort facilities with a 16% share in the tourist flow.

Number of health resorts and tourist flow by Crimean regions
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Health resort's medical focus

Treatment in Crimean health resorts does not correspond well to the disease incidence profile of the Russian
population. Namely, more than 25 million Russians suffer from cardiovascular problems. About 46% of deaths
in Russia are associated with diseases of circulatory system (making it the leading cause of death). However,
only a third of Crimean health resorts list cardiology as one of their specializations. The number of health
resorts having a primary focus on the treatment of cardiovascular diseases does not exceed 10. All of them are
located on the Southern and Western coasts of Crimea.

Mortality rate per 100k population by disease

Circulatory system diseases | N 162
External causes | 118

Tumors
Digestive system diseases

Infectious diseases

Respiratory system diseases




Number of Crimean health resorts by medical profile

Pulmonology |, 49
Neurology | 44
Cardiology NN 33

Urology/Gynecology [N 23

Orthopedics ] 18

Endocrinology N 12

Gastroenterology NN 12

Number of customers and average occupancy rate

The dynamics of overnight stays and available accommodation in Crimean health resorts reflect a steady
increase in occupancy over the past four years.

Number of overnight stays and average occupancy rate
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At the same time, the average annual occupancy rate of Crimean health resorts is extremely heterogeneous.
Namely, the average annual occupancy rate for the Top 20 Crimean health resorts is 68%. For the Top 100
health resorts in Russia, the same indicator is 74%. This shows the high potential for an increase in the
occupancy rate in the health resort facilities of Crimea. The main drivers of occupancy are location, the
condition of the physical and technical infrastructure and medical services provided, and the size of the health
resort. According to expert estimates, the average annual occupancy rate in modern specialized health resorts
in Crimea reaches 80%.




Customer profile

About 70% of the health resort customers in Russia are aged 30 to 60 years.

Customers age

d = 30-39
= 40-49
= 50-59
= 60+
Q = Other groups

Manufacturing and construction are the leading sectors of professional employment for the customers. This is
due to active measures of industrial trade unions aimed at improving the health of their members.

Customers professional employment

= Manufacturing and construction

= Trade and services

= Science and education
« a = Other domains

The main goals of staying in a health resort are treatment and the recovery of health (98.8% of customers) and
vacation (17.4% of customers).
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Pricing

The volume of paid health-resort services per capita is growing steadily, and the growth in price for medical
and health resort services is ahead of inflation in the economy as a whole.

Health resort services volume and price growth
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Prices of packages depend on the season: the maximum price is reached in the high season (July—August),
the minimum is in the low season (November—December, January—April). Price statistics for the Top 30
Crimean health resorts are presented in the following graphs. The package price includes basic treatment and
three meals per day.
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Semi-suite room price distribution by months
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Cost structure and profitability

The general structure of P&L in 2019 for the Top 50 Crimean health resorts is shown in the graph below.

P&L structure for Top 50 Crimean health resorts in 2019, m
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About 76% of the expenses of the Crimean health resorts fall into the COGS.
P&L structure for Top 50 Crimean health resorts in 2017-2019
1%
= COGS

= SG&A

= Other costs

Salaries and payroll taxes as well as food costs take the largest share in the structure of health resort
expenses. The share of the costs for procedures and medicines is negligible. There are no exact data on the




detailed cost structure of Crimean health resorts. The cost structure of Krasnodar health resorts, as the closest
group for approximation, is given below.

Krasnodar health resorts cost structure

= Salaries

= Food

= Payroll taxes

= Maintenance

= Administrative costs

W = Sales costs

= Medicine and procedures

8% = Other

Salary growth in the Crimean health-resort industry is ahead of the average for Russia, but in absolute terms
Crimean salaries are still 20% lower than the All-Russian income level.

Average monthly nominal wages
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The average net income margin of profitable Crimean health resorts in recent years has fluctuated between
2% and 7%. The low average profitability is explained by the market prevalence of state-owned health resorts
facing the problems of an outdated physical and technical infrastructure, a bloated staff, ineffective




management, and a lack of clear strategies for promoting and selling their services. In private health resorts,
the situation is much better. So, according to experts, the average profitability of year-round private health
resorts in terms of net income reaches 20%—-30%. Such health resorts as Tavria, Demerdzhi, and Sakropol
serve as good examples.

Average profitability for Top 50 Crimean health resorts
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Top Crimean health resorts by net income margin in 2019
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Competitors

The main criteria for identifying a group of close competitors are size, level of specialization in the field of
cardiology and/or gastroenterology, and the cost of packages and services.

Health resorts distribution by size, price and specialization level
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According to the results of the analysis, the main competitors are Sakropol, Tavria, and Utes.

A comparison of health resorts according to the main criteria of customer choice is given below.

Competitors comparison according to the main customer
choice criteria

Territory

Infrastructure Services

—— Jtes
=@ Sakropol
Location —0— Tavria

++«@-- Project Kurortnoe

Cleanliness

The competitive advantages of this project will be the quality of treatment and services as well as the comfort
of the rooms. The weak points in comparison with direct competitors are the small territory, absence of its own
beach, and limited infrastructure (there is no spa complex, pool, or playground). However, these shortcomings
are not significant for the target audience of the project.

MEDICAL SERVICE MARKET

Number and structure of health-care providers

As of 2019, 834 health-care providers were registered in Crimea. They are extremely heterogeneous in terms
of the activity profile, their number of employees, and the number of customers. Private health-care providers
prevail in Crimea: in 2019, their share was 76.5%.




Crimean health-care providers by type of ownership

= Private
= State

= Other

More than 70% of the Top 100 Crimean private medical centers are located in Simferopol and Sevastopol.
Only 7 of the Top 100 medical centers have branches in different cities.

Distribution of Top 100 Crimean medical centers by regions
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35% of the Top 100 private medical centers in Crimea are multidisciplinary, 22% are dentistry centers, the
remaining 43% are specialized health-care providers. At the same time, none of them specialize in cardiology,
and only one specializes in gastroenterology.




Distribution of Top 100 Crimean medical centers by profile

Multidisciplinary | 39
Dentistry | 25
Laboratory diagnostics N 9
Gynecology/IVF N 7
Cosmetology [N 5
Medical examinations NN 5
Neurology N 5
Functional diagnostics | 4
Ophthalimology [N 4
Phlebology 1 3
Hemodialysis [ 2

Other NN 5

The revenue of 70% of the Top 100 Crimean medical centers in 2019 did not exceed 40 million RUB. Only 9%
surpassed 100 million RUB (10 health-care providers).

Distribution of Top 100 Crimean health-care providers by
revenue in 2019
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From 2015 to 2019, the total revenue of health-care providers in Crimea increased 2.6 times to reach 11.2
billion RUB.




Crimean health-care market size and growth
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Main factors for the growth of the commercial medical market in the coming years will be the recovery of the
disposable income of the population, an increase in the flow of patients due to the development of domestic
medical tourism and a deterioration in the quality and availability of medical services in public institutions.

Customers

In terms of the number of visits to medical institutions, Crimea lags behind the average Russian level. An
increase in future traffic is a likely driver of market growth.




Number of visits to medical institutions
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At the same time, the share of patients using paid medical services, according to market participants, is about
25%. The main factors in choosing paid medical facilities are the effective treatment, the comprehensive
approach to the customers, the accuracy of the diagnosis, the good price-quality ratio, and the qualifications of
the doctors.

Paid medical services choice criteria

Effectiveness of treatment - || 28.1%
Comprehensive approach || 25.4%
Aceuracy of diagnosis || 25.1%
Price-quality ratio || 23.4%
Statf qualification | 22.2%
Stai attituce | 18.9%
Quality of equipment | 1.7.29%
Comfort | 15.5%




Prices for medical services

Medical service pricing has shown steady growth since 2015. The slowdown in the growth rates in 2018 and
2019 is associated with the general macroeconomic situation in Russia, in particular, with the fall in the real
disposable income of the population. The dynamics of average pricing for basic medical services are given
below.

Prices for basic medical services
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Below are the price statistics for the project's most relevant medical services as provided by the Top 20 private
medical centers in Crimea in 2020. Designated prices are for initial appointments with respective specialists.
The cost of laboratory diagnostics is calculated as the sum of the cost of a general blood test and the cost of a
general urine test.




Top 20 Crimean medical center's prices for selected services
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Medical staff

From 2015 to 2019, the number of doctors and nurses in Crimea remained practically unchanged. In 2019, it
amounted to 25,100 people. Compared to 2015, the number decreased by 2%. At the same time, Crimea lags
behind the average Russian level in terms of the provision of medical personnel. Namely, the number of
doctors per capita in Crimea has not really increased over the past 5 years, while the average for Russia is
steadily growing.




Number of doctors and nurses in Crimea
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In terms of cardiologists and gastroenterologists, the Crimea ranks 64th and 37th out of 85 constituent entities
of the Russian Federation, respectively.

Number of cardiologists per 10k residents in 2019

Saint Petersburg | 1.44
Moscow | 114
Khanty-Mansi AO - N 1.02
Russian average | NN 0.51
Crimea [N 0.67
SEES KX
Kamchatka [N 0.6
Nenets AO [N 0.45

Number of gastroenterologists per 10k residents in 2019

Saint Petersburg |, 0.33
Sevastopol - [ 0.23
Moscow | 0.22
Crimea | 0.17
Russian average - [ ©.16
Krasnodar Krai _ 0.15
Altai Republic _ 0.05

The salaries of health-care workers showed an annual growth of 9% to 16%. The high growth rates are
explained by the effect of the low base and the implementation of the decrees of the President of Russia on




increasing the minimum wage. According to the decrees, the salary of doctors was supposed to be 200%, and

the salary of nurses, 100% of the average regional rate by 2018. A slowdown in future wage growth is
projected.

Average monthly nominal wages of Crimean health-care
workers
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P&L structure and profitability

18%
16%
14%
12%
10%
8%
6%
4%
2%
0%

The general structure of P&L in 2019 for the Top 100 Crimean private medical centers is shown in the graph

below.
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The average net income margin for a medical center from the Top 100 in 2017-2019 ranged from 8% to 10%.
However, about 23% of the Top 100 clinics in 2019 exceeded the 20% net income margin.

Average profitability for Top 100 Crimean medical centers
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Top Crimean medical centers by net income margin in 2019

LLC "Reacenter Krym" | 71%
LLC "Varikoz center” | 46%
LLC "Okean dentistry” | 44%
LLC "Sokolova dentistry" ] A 4%
LLC "Gemokod+" | 43%
LLC "Gemotest-Krym+" | 40%
LLC "Endomed-Krym" I  36%
LLC "Mir Zreniya" ] 36%
LLC "skif I 34%
LLC "Medical Park" I 34%
LLC "MK Vash Doctor" I 30%
LLC "MC Luchik Nadezhdy" IR 28%
LLC "Profit UTL" I 27%
LLC "MRT KT diagnostics" I  26%
LLC "Apex-Plus" I 26%
LLC "IVH center" I 25%




Competitors

The initial criterion for selecting competitors is geographic location. Twelve private medical centers operate in
the targeted areas — the Urban Districts of Sudak, Kirovskiy, and Feodosia. Only 2 of them have cardiologists,
and 3 have gastroenterologists.

Revenue in 2019, million RUB

Primer Feodosia/Sudak Laboratory diagnostics 113.7
MRT Feodosia Feodosia Multipurpose 56.6
Medissa Feodosia Cosmetology, dentistry 47.3
Spektr Feodosia Multipurpose (no cardiology) 40.5
Zdorovye Feodosia Multipurpose 35.9
SMK Feodosia Medical support for business 20
Spektr-MRT Feodosia MRI 15.9
Yedinstvo Feodosia Gynecology, dentistry 12.4
Alma Dent Sudak Dentistry 9.9
Vash Stomatolog Feodosia Dentistry 9.8
Rehab facility Feodosia Pediatric neurology 7.8

From the above table, taking into account the specialization of the project, it can be seen that the main
competitors among the medical centers are MRT Feodosia and Zdorovye. The competitive advantages of the
project are clear specialization, qualification of doctors and the quality of physical infrastructure.

REAL ESTATE MARKET

The primary real estate market in Crimea is actively developing. From 2018 to 2019, the average prices for m2
in new buildings in Crimea increased by 29%, reaching 128,700 RUB. In terms of growth dynamics, the region
took second place, behind only Sevastopol (an increase of 30% to 88,600 RUB per m2). According to surveys
conducted by analysts from Tsian and Raiffeisenbank, about 45% of Russians would like to buy a house by the
sea (Moscow, 57%, Saint Petersburg, and Kazan, 54%). The COVID-19 and the extension of the preferential
mortgage at 6% will serve as additional drivers for the future growth of demand for real estate in Crimea.

Yalta is the leader in real estate prices. The average price per m2 in new buildings in Yalta in 2019 was
144,600 RUB, but it reached 400,000 RUB in elite complexes on the coastline. The cost per m2 in Koktebel
was much lower. However, this difference is due to the quality of the projects rather than the attractiveness of
the location.




e
Average price for m2 of Crimean apartments in 2019, k RUB

valta |, 144.6
Gurzuf I 118.6
Alushta T 15.8

Simferopo! | 92
Sevastopol 81
Koktebel 78.5

The table below shows prices in "comparable” residential complexes and buildings and their main parameters.
It should be noted that none of the developments presented can be compared with the main building of the
project in terms of construction quality since it is a fully monolithic building. Also, most of the options presented
are inferior to the project in terms of the quality of infrastructure and territory.

Housing Location Building type Commi | Distance | Number | % sold Price per Price per
complex ssioned | to the of apart. m2 min.  m2 max.
beach RUB RUB

Status House Alushta Cast-in-place brick | 2014 390 144 100% 129,300 215,300
Park Avenue Koreiz Cast-in-place brick | 2015 540 70 93% 141,600 158,200
Yaltinskiy Cast-in-place

Mayak Yalta frame 2018 840 91 95% 118,000 202,600
Forosskiy Bereg ;i%lrtth Cast-in-place brick | 2016 690 111 99% 155,200 155,200
Kutuzovskiy Alushta Cast-in-place brick | 2016 490 106 87% 120,000 170,000
Gorizont Plaza | Vinogradn | Cast-in-place 2017 53,000 | 143 99% 81,600 | 188,600

oye frame

Sky Plaza Yalta Cast-in-place brick | 2019 320 78 83% 154,900 400,000
Palma de la Cast-in-place

Mer Otradnoye frame 2014 330 30 93% 145,000 196,900
Monaco Voskhod Cast-in-place brick | 2022 2,500 143 62% 122,000 157,000
Chateau Louvre | Gurzuf Cast-in-place brick | 2018 1,500 216 75% 112,000 130,000
gzgg:]amyy Livadiya | Cast-in-place brick | 2019 1,500 58 76% 133,000 | 178,500
Complex DIM Koktebel — 2007 70 — — 95,700 126,700
Hotel Malakhit Koktebel — 2018 120 39 77% 120,000 129,000

The average cost per square meter for the objects presented is 150,000 RUB. Taking into account the
expected market growth in the next two years, 160,000 RUB is a competitive price per m2 for the project's
apartments.




Marketing plan

Target audience and offering

The target audience of the health resort is divided into three large groups united by common demographic and

social characteristics.

Mam characteristics Offermg Sales channels

= Inhabitantsof | = High-quality prevention | = Direct sales (booking |
megacities (Moscow, and treatment of through the website or
Saint Petersburg) cardiovascular and call center)
Age 50+ gastrointestinal Travel agents and tour
Cardiovascular diseases operators
diseases (hypertension, Comfortable Online booking
ischemia, rhythm and accommodation platforms

Group A cpnduction High level of service Partr_wer_s within
disturbances, etc.) specialized state
Gastrointestinal tract medical facilities in
diseases (gastritis, Moscow
peptic ulcer, colitis, etc.)
High level of income
(100,000+ RUB per
month)
High mobility
Employees of large High-quality health Trade unions of large
industrial enterprises resort treatment industrial enterprises
and educational Modern physical and educational
institutions infrastructure for institutions
Age 40+ recreation and recovery Trade unions and
Cardiovascular and Competitive prices associations

Group B gastrointestinal
diseases/regular
consumers of health-
resort services
Average income level
(40,000-80,000 RUB
per month)
Residents of the High efficiency of Direct sales (call
Feodosia, Sudak, and treatment/diagnosis center)
Kirovskiy urban districts High level of service Partners within state
in the Republic of and interaction at all medical facilities in
Crimea stages of the customer Feodosia and Sudak
The need for journey

Group C diagnostics and The ability to attract
treatment of third-party experts and
cardiovascular and place patients in the
gastrointestinal best medical institutions
diseases, functional and in Moscow
laboratory diagnostics
Top 20%—25% in terms
of regional income




Additional groups of customers during the high season will be beachgoers and tourists visiting the region who
experience a sudden and urgent need for cardiological and gastroenterological care. However, they are not
targeted.

The target group for the sale of apartments should be noted separately. It includes wealthy residents of
megacities aged 40 to 50 who buy housing for their elderly parents. The obvious advantages for them are the
ecology of the place, the developed infrastructure, and the medical base of the health resort, which will provide
their parents with a safe and comfortable stay under the supervision of the doctors. It may also be interesting
to wealthy families with children — regular beachgoers — who buy luxury real estate to spend their summer
holidays by the sea.

Sales channels

Sales strategy involves the use of several sales channels:

Sales channel Description

An important channel that allows to reach a large part of the target audience and ensure high
Trade unions and | occupancy. The channel's profitability is quite high as the selling price of packages comes to
associations 100% of the price in the direct sales channel in low and medium seasons, and the transaction
costs are low.

Sales through the online booking system on the website of the health resort or through the call
center. With an effective promotional system, this is the sales channel with the highest margins.
Direct sales This channel becomes especially important in the high season with its sharp increase in demand
and, accordingly, in the prices for packages. For the sale of the apartments, a separate promo-site
will be developed.

Direct sales to customers attracted through partners represented by the Scientific and Practical
Center for Interventional Cardioangiology, Sechenov Academy, Pirogov Municipal Clinical
Hospital

Booking.com or Hotels.ru. Commission costs are 10%—-15% of sales in the channel. However,
they are paid after the sale of packages, thereby reducing working capital and the possible
liquidity gap.

They guarantee 100% occupancy since they immediately buy out a certain share of packages.
The downside is a low margin due to discounts of up to 30%-40% of the price in the direct sales
channel. It makes sense to use it as a backup channel in the low season and while the health
resort is just starting out.

The selling price is on average 10% lower than the price in the direct sales channel (the difference
Travel agents is the travel agent's revenue). Unlike with the online booking systems, incoming cash flow is
controlled by the travel agent, which creates the risk of a significant increase in working capital.

Direct sales via
partners

Online booking
systems

Tour operators

An additional channel for the sale of apartments is large online aggregators for the purchase and sale of real
estate — Tsian, Domofond.ru and Restate. A fallback option is to involve real estate agencies. On average, the
cost of their services is 2%—-3% of the apartment selling price.

The key question is the distribution of health resort packages through sales channels. Obviously, to maximize
the profit of the health resort, the distribution should be dynamic and take into account many parameters, such
as the stage of project development, season, type of accommodation, sales prices in the channel, and
parameters of occupancy in the channel.




The target distribution (3—4 years of the health resort's operation) for Standard rooms is shown in the graph
below.

Target distribution of "Standard" rooms by sales channels
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Trade unions are the main revenue generator in the low and medium seasons due to the high occupancy rate
in target group B. In the high season, with an increase in demand in target group A, the direct sales channel
comes to the fore with the maximum selling price of the packages. The online booking channel aims to make
up for the remaining vacancies that unions and the direct sales channel cannot fill.

Pricing

Package prices depend on the season, type of accommodation, length of stay, and sales channel. The chart
below shows the maximum daily room rates (August) depending on the type of accommodation (room type and
number of people in the room). For each of the months and room types, the daily price in the direct sales
channel is calculated as a 50-60% quantile of the prices of the Top 30 Crimean health resorts and is within
10% range of the direct competitors’ price.




Maximum room per night prices by accommodation type

30,000 2

25,000

20,000 R

15,000 P

10,000 P

-P A ;
Standard Standard+ Semi-suite Suite

=1 person 6,600 R 7,600R 9,600 P 12,800 P
@2 persons 9,000 R 10,000 P 12,000 R 16,000 P
B 3 persons 11,250 P 12,500 P 15,000 P 20,000 P
E4 persons -P -P 18,0002 24,000 P
®5 persons -P -P 21,000 P 28,000 P

The distribution of prices by month reflects the average distribution for the Top 30 health resorts. Prices by
month and room type as a percentage of the maximum price (in Jul-Aug) are given below.

Price distribution by month and room type, % maximum price
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@ Standard 55% 55% 55% 55% 70% 80% 100% = 100% 85% 70% 55% 55%
DOStandard+  55% 55% 55% 55% 70% 80% 100% = 100% 85% 70% 55% 55%
B Semi-suite  55% 55% 55% 55% 60% 80% 100% = 100% 80% 65% 55% 55%
@ Suite 55% 55% 55% 55% 60% 80% 100% = 100% 80% 65% 55% 55%




Prices for selected medical services for clients of the medical center are presented in the graph below.
Laboratory diagnostics means general analysis of blood and urine, ultrasound — echocardiography, and
Doppler scanning of blood vessels. The cost of a cardiologist's appointment includes an ECG. A complete list
of medical services will be developed by specialists at a later phase of the project.

Prices for selected medical services

Lab diagnostics [N 700 P
Ultrasound [ 2,000 2
endoscopy ] 5000 2
Neurologist appointment _ 1,500 P
Urologist/Gyn. appointment _ 1,500 P
Gastroenterologist appointment _ 2,000P
Cardiologist appointment _ 2,500 P
Therapist appointment _ 1,000 P

Promotion channels

The following channels will be used to promote the services of the health resort:

Promotion channel Description

Search engines

Links to the health resort's website in the Google and Yandex search results. To promote the

website and increase the conversion of sales, the site will be fully SEO optimized.

Contextual advertising

Advertisements and links to the health resort's website on third-party sites aimed at the
project's target audience

Social networks

= Development of the health resort's pages on Facebook, VK, YouTube, and Instagram and
management of the content therein

» Placement of advertisements on third-party social media pages (specialized groups and
bloggers)

Websites of travel
companies and
aggregators

Placement and updating of relevant information on the websites of tour operators and online
booking aggregators

Exterior advertising

Installation of 3 billboards advertising the medical center's services for the locals in key points
in the Feodosia Urban District

Mass media

Commentary and specialized content in relevant federal and local media




Organizational plan

Form of business entity

LLC “Karvet M” (INN: 9109003694, registered in Crimea) is the project developer. The main OKVED specifies
hospital activity (86.10). Current equity capital is 32.8 million RUB. 97.5% belongs to the founders of the
project, 2.5% to an early investor. In the recent future, we plan to buy out the share of the early investor,
change the OKVED to health-resort activities (86.90.4), and reregister the company in Moscow.

Permits
To obtain a license, a health resort must have:

= Premises that meet environmental, sanitary, epidemiological, hygienic, and fire safety standards and
rules

= Professionally educated staff (doctors, nurses, etc.) confirmed by the submission of appropriate
documents for the right to engage in the specialized professional activities and special training that
meets the requirements of the work performed

= Organizational and technical capabilities, physical and technical infrastructure (including equipment and
tools) for the implementation of medical activities

The list of required permits includes:

= Alicense to conduct medical activities

= Sanitary and epidemiological evaluation of the premises

= Rospotrebnadzor's evaluation of the premises' compliance with the established norms
= A contract for the removal and disposal of medical waste

Personnel and organizational structure

The total staff is shown in the following table:

Medical center

Employee Number Salary, RUB Rate
Chief physician 1 80,000 1
Therapist 2 50,000 15
Cardiologist 1 80,000 1
Gastroenterologist 1 80,000 1
Neurologist 1 50,000 1
Gynecologist 1 50,000 0.5
Urologist 1 50,000 0.5
Endoscopist 1 80,000 1
Ultrasound specialist 1 50,000 1
Anesthesiologist-intensivist 1 50,000 1
Lab specialist 1 50,000 1




Cosmetologist 1 50,000 1
Masseur 1 30,000 1
Yoga instructor 1 30,000 1
Head nurse 1 30,000 1
Nurse 8 25,000 1
Nurse on duty 2 25,000 0.75
Housekeeping nurse 2 25,000 0.75
Attendant 4 25,000 0.75
Administrator 2 30,000 0.75
Cashier-receptionist 2 30,000 0.75

Rooms/territory

Employee Number Salary, RUB Rate
Administrator 2 30,000 0.75
Cashier-receptionist 2 30,000 0.75
Guard 2 20,000 0.75
Chambermaid 12 20,000 0.75
Employee Number Salary, RUB Rate
Head chef 1 50,000 1

Cook 4 30,000 0.75
Dishwasher 4 20,000 0.75
Distribution line employee 4 25,000 0.75
Cashier 2 30,000 0.75
Laundress 2 25,000 0.75
Cleaner 4 20,000 0.75

Administration

Employee Number Salary, RUB Rate
CEO 1 100,000 1
Commercial director 1 60,000 1
COO 1 60,000 1
Accountant 2 40,000 1
Lawyer 1 60,000 0.5
IT specialist 1 50,000 1




The corporate structure of the health resort is represented below:

Doctors and specialists

—i Chief physician
— Commercial director

— Head chef —] Kitchen staff

—  Chambermaids
CEO —

— Administrators — T Cleaners
— COO —

— Cashiers — Laundress
— Accountants

— IT specialist
— Lawyers

— Security




Project implementation plan

The stages of the project and the timing of their implementation are presented in the graph below (0 means
January 1, 2020, 36 means December 12, 2022):

0

Commissioning

Interior finish

Construction of additional infrastructure

Site planning

Purchase of furnishings and non-medical equipment
Purchase of medical equipment

Development of operational and business processes
Development of marketing strategy

Staff recruitment

Contracting with key partners

Website development, SEO, SMM

IT-integration

Medical licensing

Production plan

Area structure

Rooms

Room type

2

4 6

Quantity

8 10 12 14 16 18 20 22 24 26 28 30 32 34 36
Exterior finish [N
o

Total area, m2

Standard

48

1,147

Standard+

5

144

Semi-suite

11

472

Suite

Facility

3
Apartments
Quantity

216

Total area, m2

Apartments

Facility

11
Medical center
Quantity

738

Total area, m2

Medical center offices and
wards

Facility

23

Other premises

Total area, m2

602.5

Kitchen

210

Dining room

212




Administrative offices 212
Laundry 61
Storage space 145

Occupancy and service delivery parameters

The occupancy rate of rooms depends on their type, the season, and the sales channel. Maximum occupancy
will be reached through the trade union channel and will increase across all channels during the high season.

Average occupancy rate by channel and month
100%

80%
60%
40%
e |
0%
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

® Online booking systems B Direct sales B Trade unions

Taking into account the accepted assumptions, the average annual target occupancy of rooms will be 74.5%.
This figure is quite realistic as market analysis shows.

The model distribution of clients by length of stay is shown in the following graph.

Distribution of clients by length of stay

=7days =14 days =21 days




This gives the average length of stay of 13 days, which corresponds to the statistics on the average duration of
treatment for vacationers in Crimean health resorts (10-14 days).

The parameters of the medical center's capacity are presented in the following table:

Doctors

Profile No. of specialists per shift Appointment duration, min. Working day, hours
Therapy 2 30 8
Cardiology 1 30 8
Gastroenterology 1 30 8
Neurology 1 30 8
Urology 0.5 30 8
Gynecology 0.5 30 8
Ultrasound 1 20 8
Endoscopy 1 60 8
Laboratory diagnostics 1 12 8
Facility Quantity Average annual occupancy rate,%
In-patient wards 4 40

The graph below shows the average model number of visits per stay by doctor's profile.

Average number of visits per stay by medical profile
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Investment plan

The remaining investments of the project amount to 112 million RUB. The distribution of investments by
objects, categories, and stages of investment is presented in the following three graphs.

Investments by objects
112,372,674 P
120,000,000 P

11,124,000 P
7,139,435P
100,000,000 P 6,600,000 P
12,840,001 P [
80,000,000 P 12,266,547 P
22,731,144 P

60,000,000 P
40,000,000 P 39,671,547 8
20,000,000 P

-P

Rooms and Medical Apartments Restaurant Add. Land Indirect Total
other center infrastructure

premises




Investments by categories = Building materials

= Sanitary engineering

4,800,(|)00 P

5,285,000P
= Radiators

= Electrics

= Air conditioning

= Doors
20,846,297 P 3,792,000 P = Furnishings
562,400 P = Non-medical equipment

,,/
4,596,100 = Medical equipment
3,1 14,4/ 5,456,000 P « Software
/ = Textile

12,342,000 P = Other
3,818,000 P
1,280,708 P 11,249,500 P = Construction works
= Services
539,000 P 12,901,000 P
= Salaries
Investments by stages
Additional infrastructure development . 6,600,000 P
Land development . 7,139,435P
Purchase of furnishings and non-medical equipment _
Purchase of medical equipment - 12,342,000 £
IT and services [ 11,124,000

Total 112,372,674 P




Financial plan

Revenue and non-operating income

Operating income (revenue) is generated by the sale of health resort packages and the provision of paid
medical services to third-party patients. Non-operating income is generated by the sale of apartments (in this
case, they are included in the P&L statement as the difference between the sales amount, excluding VAT, and
the book value of the apartments). Project incomes in the first years are shown in the graph below:

Project income, m RUB
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= Health resort revenue = Medical center revenue = Non-operating income

Target revenue from package sales, segmented by room type and sales channel, is presented in the following
charts:

Target revenue by room type and month, m RUB
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Target revenue by sales channels and month, m RUB
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Target revenue of the medical center from the provision of paid medical services to third-party patients is
segmented by medical profile:

Medical center target revenue by profile, m RUB

= Therapy

= Cardiology

= Gastroenterology

= Urology/Gynecology
= Neurology

= Endoscopy

= Ultrasound

= Lab. diagnostics

Expenses

The general dynamics of costs at the start of the project is shown in the graph below:

Project costs, m RUB
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Next, we will take a closer look at COGS and SG&A:

Target COGS structure, m RUB
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0
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Financial statements

P&L statement (in RUB)

2023 2024 2025 2026 2027 2028 2029 2030

Revenue 81,769,858 126,478,842 158,048,479 162,789,933 167,673,631 172,703,840 177,884,955 183,221,504
including:

Health resort complex 75,383,984 108,800,974 134,228,834 138,255,699 142,403,370 146,675,471 151,075,735 155,608,007

Medical center 6,385,874 17,677,867 23,819,645 24,534,234 25,270,261 26,028,369 26,809,220 27,613,497
COGS 57,592,662 64,694,374 70,100,851 72,113,876 74,187,292 76,322,911 78,522,599 80,788,277
including:

Materials 14,031,228 19,916,097 24,069,225 24,791,302 25,535,041 26,301,092 27,090,125 27,902,829

Wages — direct 34,582,800 35,620,284 36,688,893 37,789,559 38,923,246 40,090,943 41,293,672 42,532,482

Utilities 5,978,634 6,157,993 6,342,733 6,533,015 6,729,005 6,930,875 7,138,802 7,352,966

Property tax 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000
Gross profit 24,177,196 61,784,468 87,947,628 90,676,057 93,486,339 96,380,929 99,362,357 102,433,227
SG&A 16,643,693 17,023,943 17,408,859 17,931,125 18,469,059 19,023,131 19,593,824 20,181,639
including:

Sales costs 7,661,906 7,457,526 7,212,452 7,428,826 7,651,691 7,881,242 8,117,679 8,361,209

Wages — indirect 7,045,440 7,256,803 7,474,507 7,698,743 7,929,705 8,167,596 8,412,624 8,665,003

Banking services 402,547 729,800 1,094,691 1,127,532 1,161,358 1,196,198 1,232,084 1,269,047

Other admin. costs 1,533,800 1,579,814 1,627,208 1,676,025 1,726,305 1,778,095 1,831,437 1,886,381
EBITDA 7,533,504 44,760,524 70,538,769 72,744,932 75,017,280 77,357,798 79,768,532 82,251,588
Non-operating income 16,823,302 20,847,240 6,545,875 — — — — —

Sales of apartments 17,423,686 21,397,704 6,545,875 — — — — —

Agent commissions 600,384 550,464 — — — — — —
D&A 15,509,227 15,509,227 15,509,227 15,509,227 15,509,227 15,509,227 15,509,227 15,509,227
EBIT 8,847,579 50,098,537 61,575,417 57,235,705 59,508,053 61,848,572 64,259,305 66,742,361
Interest 700,000 — — — — — — —
PBT 8,147,579 50,098,537 61,575,417 57,235,705 59,508,053 61,848,572 64,259,305 66,742,361
Income tax 1,629,516 10,019,707 12,315,083 11,447,141 11,901,611 12,369,714 12,851,861 13,348,472

Net income 6,518,063 40,078,830 49,260,333 45,788,564 47,606,443 49,478,857 51,407,444 53,393,889




Balance (in RUB)

2023 2024 2025 2026 2027 2028 2029 2030
Assets 368,708,589 404,721,798 454,639,431 500,536,328 548,254,569 597,848,794 649,375,284 | 702,892,005
Fixed assets 320,593,228 281,936,386 259,339,714 243,821,487 228,303,260 212,785,034 197,266,807 181,748,581
including:
PPE 290,376,167 274,857,940 259,339,714 243,821,487 228,303,260 212,785,034 197,266,807 181,748,581
Assets held for sale 30,217,062 7,078,445 — — — — — —
Intangible assets — — — — — — — —
Current assets 48,115,360 122,785,412 195,299,718 256,714,841 319,951,308 385,063,760 452,108,476 521,143,425
including:
Inventory 701,561 995,805 1,203,461 1,239,565 1,276,752 1,315,055 1,354,506 1,395,141
Receivables 10,630,082 16,442,249 20,546,302 21,162,691 21,797,572 22,451,499 23,125,044 23,818,795
Cash and equivalents 36,783,717 105,347,358 173,549,954 234,312,584 296,876,984 361,297,206 427,628,926 | 495,929,488
Equity and liabilities 368,708,589 404,721,798 454,639,431 500,536,328 548,254,569 597,848,794 649,375,284 | 702,892,005
Equity 361,463,592 401,535,222 450,788,355 496,569,720 544,168,962 593,640,619 645,040,864 | 698,427,553
including:
Shareholders' equity 354,952,729 354,952,729 354,952,729 354,952,729 354,952,729 354,952,729 354,952,729 | 354,952,729
Retained earnings 6,510,863 46,582,493 95,835,627 141,616,991 189,216,233 238,687,891 290,088,135 | 343,474,824
Liabilities 7,244,996 3,186,575 3,851,076 3,966,608 4,085,607 4,208,175 4,334,420 4,464,453
Long-term liabilities — — — — — — — —
including:
Long-term debt — — — — — — — —
Short-term liabilities 7,244,996 3,186,575 3,851,076 3,966,608 4,085,607 4,208,175 4,334,420 4,464,453
including:
Payables 2,244,996 3,186,575 3,851,076 3,966,608 4,085,607 4,208,175 4,334,420 4,464,453
Short-term debt 5,000,000 — — — — — — —




Cash flow (in RUB)

activities

Free cash flow 36,781,917 68,561,841 68,200,797 ‘ 60,760,830

62,562,600

64,418,422

66,329,920

2023 2024 2025 2026 2027 2028 2029 2030

EBITDA 7,533,504 44,760,524 70,538,769 72,744,932 75,017,280 77,357,798 79,768,532 82,251,588
Taxes 10,695,756 21,153,787 15,721,163 11,447,141 11,901,611 12,369,714 12,851,861 13,348,472
including:

Income tax 1,629,516 10,019,707 12,315,083 11,447,141 11,901,611 12,369,714 12,851,861 13,348,472

VAT 9,066,240 11,134,080 3,406,080 — — — — —
A Working capital 9,086,647 5,164,832 3,647,209 536,961 553,069 569,662 586,751 604,354
Interest 700,000 — — — — — — —
gs::]az:g‘r’]vsfrom -12,948,899 18,441,905 51,170,397 60,760,830 62,562,600 64,418,422 66,329,920 68,298,762
Sale of assets held for sale 44,730,816 55,119,936 17,030,400 — — — — —
CAPEX — — — — — — — —
(Gl o (7l 44,730,816 55,119,936 17,030,400 — — — — —
investment activities ’ ’ ’ ’ ’ ’
Dividends — — — — — — — —
Attraction/repayment of a ) . . - . . .
short-term debt 5,000,000 5,000,000
Capital increase — — — — — — — —
Cash flow from financing 5,000,000 - 5,000,000 _ _ _ _

68,298,762




Investment and financial analysis

Key financial metrics

2024

Profitability

2025

Capital efficiency

Gross profit margin,% 30% 49% 56% 56% 56%
EBITDA margin, % 9% 35% 45% 45% 45%
EBIT margin, % 11% 40% 39% 35%

Net income margin,% 8% 32% 31% 28% 28%

Capital structure

2024

2025

2024 2025
ROA, % 2% 10% 11% 9% 9%
ROE, % 2% 10% 11% 9% 9%
Equity turnover, % 23% 31% 35% 33% 31%

Current ratio 6.6 38.5 50.7 64.7 78.3
Acid test 6.5 38.2 50.4 64.4 78.0
Debt/Equity,% 1% 0% 0% 0% 0%
Debt/EBITDA, % 66% 0% 0% 0% 0%

Working capital structure
2024 2025
DSO 48 48 48 48 48
DPO 11 10 9 9 9
DIO 4 3 3 3 3
Credit metrics
2023 2024 2025 2026 2027
EBITDA/Interest 10.8 — — — -
(EBITDA-CAPEX)/Interest 10.8 — — — —
EBIT/Interest 12.6 — — — -

Key investment metrics

The graph below shows the cash flows of an investor with an investment of 110 million RUB in the project,
corresponding to a 33% equity share in the business. The discount rate is 10% (calculated using the CAPM
model, taking into account the risk-free rate of 5%, the industry coefficient g of 0.7, and the risk premium of
7%), which corresponds to both the ROE and ROA of the project and current market standards.
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Investment metrics corresponding to these cash flows are presented below. The time period for calculating
NPV and Pl is 15 years.

Project investment metrics

FCFE payback period upon project launch, years 5
FCFE payback period upon the beginning of investment, years 7
DFCFE payback period upon project launch, years 8
DFCFE payback period upon the beginning of investment, years 10
NPV for the period, RUB 38,996,336
PI for the period 1.4

Pl total 2.1

Risk analysis

The table below provides a qualitative analysis of the most relevant risks:

Commercial and financial risks

Risk type Risk factors Monitoring Management
» Decrease in occupancy = Analysis of the health = Diversification of sales and
» Drop in the volume of resort occupancy in the promotion channels
paid medical services context of target = Flexible pricing
audience segments, = Promotions and loyalty
Volume risk sales channels, and programs
room types
= Analysis of customer
conversion in sales and
promotion channels




= Analysis of the number
of visits by medical
specialization
= Nonfulfillment of = Accounting for the =  Counterparty audit
contractual obligations by volume and quality of = Contractual penalties
Interaction risk counterparties contractual obligations = Development of a reserve
= Ineffectiveness of =  Analysis of sales pool of partners/contractors
partners profitability by partners
= Decline in market prices = Analysis of the market = Targeting the most profitable
for health-resort and and prices for services in customer segments
medical services the group of direct = Diversification of material
Price risk = Rise in the price of competitors and service suppliers
materials =  Analysis of the
purchasing price
dynamics
= Significant drop in = Analysis of financial = Cost control
operating profit statements = Active management of
Liquidity risk =  Sharp rise in working = Establishing short-term working capital
capital and medium-term cash = Creating a liquidity buffer
flow forecasts = Opening a credit line
Production and organizational risks
Risk type Risk factors Monitoring Management
= Contractual = Monitoring the quality of | = Internal quality control
Liability i nonperformance services provided =  Civil and medical liability
iability risk Provisi i ;
" rovision of substandard | = Analysis of customer insurance
medical services feedback
= Alack of qualified medical | = Analysis of KPI = Careful selection of
personnel achievement for personnel
=  Alack of qualified administrative staff = Training and professional
HR risks administrative staff = Analysis of customer development of personnel
feedback = Qutsourcing
=  Analysis of employee
feedback
= Loss or damage to = Accounting of long-term | =  Property insurance
Property risks property tangible assets = Contractual sanctions for
damage of property
Risk type Risk factors Monitoring Management
Administrative and | C_hange of legislation " Adm_inis_trative andlegal | = Invitation of qualified lawyers
legal risks » Tightened governmental monitoring = PR/GR
control
» Uncertain political status | = Monitoring of the foreign | = Participation of foreign
. . of the region policy situation nationals' capital
Political risks . X .
= Possible reregistration under
foreign law




