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Executive summary

» Concept: building a modern health resort, specialized in cardiology and gastroenterology, in a popular tourist destination.
» Region: Kurortnoe, Feodosia district, Eastern Crimea; Black sea coast line; 2 km to the west of Karatau Nature Reserve.

» Property and facilities: the resort complex is situated on a 4000 m2 piece of land rented for 49 years under hire-purchase agreement and consists of 2 buildings —
main building totaling 4393 m2 and restaurant facility totaling 826 m2. Ground floor of the main building is occupied by the medical center (19 medical and treatment
rooms and 4 inpatient wards), 1-3 floors — by rooms (48 Standard, 5 Standard+, 11 Semi-suites and 3 Suites), 4 floor — by 11 apartments totaling 738 m2.

» Market: On the one hand, Crimean health-resort and healthcare markets have been steadily growing for the last 4 years with 14% CAGR and 13% CAGR
respectively. The internal demand for health-resort services is expected to continue and even accelerate it's growth, especially within million-plus Russian cities. On
the other hand the existing supply of quality health resorts in Crimea is insufficient. The majority of the existing resorts are outdated Soviet-era facilities, which are
unable to provide their clients with high quality accommodation and medical services. Moreover, internal Crimean health-care market also has big unfulfilled
potential, since Crimea is still lagging behind many other Russian regions in terms of healthcare resources availability. Cardiology and gastroenterology are identified
among the most demanded medical areas, but competition in these segments is still weak.

» Business model: main revenue streams of the project are sales of packages (sanatorium vouchers) to vacationers, income from the provision of medical services to
the local population and tourists, and sales of the apartments. Project’s concept assumes clear differentiation strategy based on deep medical specialization.
Sustainable competitive advantage is achieved through the combination of unique location, highly qualified medical personnel, and modern physical infrastructure
and facilities of the project.

» Investments: so far the founders have invested around 250m RUB of their own funds into the project. The progress of the whole project is estimated at 70%.
Additional 110m RUB are required to finish the project. Investment phase will take 24 months.

» Key financial metrics: by the fourth year from the start of operations, the project will reach its steady annual revenue of 163m RUB and annual net income of 46m
RUB. With 110m RUB invested and 33% equity share in business, prospective investors will get the following investment metrics: undiscounted payback period of 5
years, discounted payback period of 8 years and NPV of 39m RUB in 15 years.
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I Crimean health-resort and healthcare markets: size and historical growth
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Crimean health-resort and healthcare markets have been steadily growing for the last 4 years with 14% CAGR and 13%
CAGR respectively.




Crimean health-resort market: unfulfilled demand
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More than 25 million of Russians suffer from cardiovascular problems. About 46% of deaths in Russia are associated with
diseases of circulatory system. However, less than one in three Crimean health resorts indicate cardiology as one of their
medical specializations. Number of health resorts focusing primarily on cardiology does not exceed 10.




Crimean healthcare market: potential for future growth
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Crimea is still lagging behind many other Russian regions in terms of healthcare resources availability and healthcare units
attendance rate. This difference is especially pronounced in cardiology.




Health-resort market: competition
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Regional distribution of Crimean health resorts is asymmetrical: the East coast accounts for only 6% of health resorts with a 16%
share in the tourist flow. The vast majority of these resorts are state-owned entities facing the problems of an outdated physical and
technical infrastructure, bloated staff, ineffective management, and lack of clear sales and promotion strategies.
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Business description: general information

The health resort is located in the village of Kurortnoye, Feodosia district, the Republic of Crimea, 300 m from the Black
Sea coast. The unique Karatau Nature Reserve is located two kilometers to the east.

o Region

The resort complex is situated on a 4000 m2 piece of land rented for 49 years under hire-purchase agreement and
consists of 2 buildings — main building totaling 4393 m2 and restaurant facility totaling 826 m2. Ground floor of the main
building is occupied by medical center (19 medical and treatment rooms and 4 inpatient wards), 1-3 floors — by rooms (48
Standard, 5 Standard+, 11 Semi-suites and 3 Suites), 4 floor — by 11 apartments totaling 738 m2.

Q Property and infrastructure

The health resort aims to provide comfortable accommodation and quality customer services, including catering, 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 catering
services for guests and employees of the health resort. The medical center, consisting of 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 business model of the project assumes three main revenue streams: sales of packages (health-resort vouchers) to
vacationers, income from the provision of medical services to the local population and tourists, and sales of apartments.
The health resort's revenue is segmented by the main sales channels: tour operators, travel agents, online booking
systems, direct sales, and trade unions. 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. Apartments will be sold directly,
using the promotional website, through sale aggregators and through real estate agencies.

e Business model




Business description: strategy and competitive advantage

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

Differentiation
based on deep
medical
specialization

We can attract best specialists
from the leading state healthcare
providers in Moscow, who will Medical
work with modern equipment and personnel and
provide high-quality medical equipment
services unavailable in most
Crimean medical facilities.

Popular resort area on the Black Sea
coast near the unique Karatau Nature
Reserve




Business description: target audience and offering

Main characteristics

Offering

Sales channels

Group A:

health
resort

Inhabitants of megacities (Moscow, Saint Petersburg)

Age 50+

Cardiovascular diseases (hypertension, ischemia, rhythm and
conduction disturbances, etc.)

Gastrointestinal tract diseases (gastritis, peptic ulcer, colitis,
etc.)

High level of income (100,000+ RUB per month)

High mobility

High-quality prevention and treatment of
cardiovascular and gastrointestinal
diseases

Comfortable accommodation

High level of service

Direct sales (booking through the
website or call center)

Travel agents and tour operators
Online booking platforms
Partners within specialized state
medical facilities in Moscow

Group B:

health
resort

Employees of large Russian industrial enterprises and
educational institutions

Age 40+

Cardiovascular and gastrointestinal diseases/regular
consumers of health-resort services

Average income level (40,000—-80,000 RUB per month)

High-quality health resort treatment
Modern physical infrastructure for
recreation and recovery
Competitive prices

Trade unions of large industrial
enterprises and educational
institutions

Trade unions and associations

Group C:

medical
center

Residents of the Feodosia, Sudak, and Kirovskiy urban
districts in the Republic of Crimea

The need for diagnostics and treatment of cardiovascular and
gastrointestinal diseases, functional and laboratory
diagnostics

Top 20%—-25% in terms of regional income

High efficiency of treatment/diagnosis

High level of service and interaction at all
stages of the customer journey

The ability to attract third-party experts and
place patients in the best medical
institutions in Moscow

Direct sales (call center)
Partners within state medical facilities
in Feodosia and Sudak

Group D:

aparts

Wealthy inhabitants of megacities
Aged 40 to 50
Have elderly parents, who need medical supervision

Safe and comfortable stay
Pristine ecology
Medical supervision

Promotional website

Sale aggregators such as Cian,
Domofond.ru, Restate

Real estate agencies




Investments and project’s
stages




Investments
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So far the founders have invested around 250m RUB of their own funds into the project. The progress of the whole project
Is estimated at 70%. Additional 110m RUB are required to finish the project.




I Project’s stages

Jan 2020

Exterior finish

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
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The progress of exterior finish is estimated at 80%. Further steps are to be funded by prospective investors. The overall
duration of the investment phase is estimated to be 24 months.
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Financial results

Revenue and net income of the project
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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 operations.




Investment metrics

Investor’s cash flows, m RUB
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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.
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