
IMPORTANT NOTICE 

IMPORTANT: You must read the following before continuing. The following applies to the attached offering memorandum 

(the “Offering Memorandum”), and you are therefore advised to read this carefully before reading, accessing or making any 

other use of the Offering Memorandum. In accessing the Offering Memorandum, you agree to be bound by the following terms 

and conditions, including any modifications to them any time you receive any information from us as a result of such access. 

If you have gained access to this transmission contrary to any of the following restrictions, you are not authorised and will not 

be able to purchase any of the securities described herein. You acknowledge that this electronic transmission and the delivery 

of the attached Offering Memorandum is confidential and intended for you only and you agree you will not forward this 

electronic transmission or the attached Offering Memorandum in whole or in part to any other person. Any forwarding, 

distribution or reproduction of this document in whole or in part is unauthorised. Failure to comply with the following directives 

may result in a violation of the U.S. Securities Act of 1933, as amended (the “Securities Act”), or the applicable laws of other 

jurisdictions. 

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN ANY 

JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES REFERRED TO HEREIN HAVE NOT BEEN, 

AND WILL NOT BE, REGISTERED UNDER THE SECURITIES ACT OR THE SECURITIES LAWS OF ANY STATE 

OF THE UNITED STATES OR ANY OTHER JURISDICTION AND THE SECURITIES MAY NOT BE OFFERED, SOLD, 

PLEDGED OR OTHERWISE TRANSFERRED EXCEPT IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH 

RULE 903 OR RULE 904 OF REGULATION S UNDER THE SECURITIES ACT (“REGULATION S”), OR WITHIN THE 

UNITED STATES TO PERSONS REASONABLY BELIEVED TO BE QUALIFIED INSTITUTIONAL BUYERS (“QIBs”), 

AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT (“RULE 144A”), IN RELIANCE ON THE EXEMPTION 

FROM THE REGISTRATION REQUIREMENTS OF SECTION 5 OF THE SECURITIES ACT PROVIDED BY RULE 

144A, OR PURSUANT TO ANOTHER EXEMPTION THEREFROM, IN EACH CASE IN ACCORDANCE WITH ANY 

APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES.  

THIS OFFERING MEMORANDUM AND THE OFFER WHEN MADE ARE ONLY ADDRESSED TO AND DIRECTED 

AT (I) PERSONS IN MEMBER STATES OF THE EUROPEAN ECONOMIC AREA (THE “EEA”) WHO ARE 

“QUALIFIED INVESTORS” WITHIN THE MEANING OF ARTICLE 2(E) OF THE EU PROSPECTUS REGULATION 

(REGULATION (EU) 2017/1129) (“QUALIFIED INVESTORS”)). IN ADDITION, IN THE UNITED KINGDOM, THIS 

OFFERING MEMORANDUM AND THE OFFER WHEN MADE ARE ONLY ADDRESSED TO AND DIRECTED AT 

PERSONS WHO ARE “QUALIFIED INVESTORS”, WITHIN THE MEANING OF ARTICLE 2(E) OF THE EU 

PROSPECTUS REGULATION (REGULATION (EU) 2017/1129) AS IT FORMS PART OF THE DOMESTIC LAW OF 

THE UNITED KINGDOM BY VIRTUE OF THE EUROPEAN UNION (WITHDRAWAL ACT) 2018 WHO ARE (I) 

PERSONS WHO HAVE PROFESSIONAL EXPERIENCE IN MATTERS RELATING TO INVESTMENTS WHO FALL 

WITHIN THE DEFINITION OF “INVESTMENT PROFESSIONALS” IN ARTICLE 19(5) OF THE FINANCIAL 

SERVICES AND MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005, AS AMENDED (THE “ORDER”), 

(II) PERSONS WHO ARE HIGH NET WORTH ENTITIES WHO FALL WITHIN ARTICLE 49(2)(A) TO (D) OF THE 

ORDER OR (III) OTHER PERSONS TO WHOM THIS OFFERING MEMORANDUM AND THE OFFER MAY 

OTHERWISE BE LAWFULLY COMMUNICATED (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS 

“RELEVANT PERSONS”). THIS OFFERING MEMORANDUM MUST NOT BE ACTED ON OR RELIED UPON (I) IN 

THE UNITED KINGDOM, BY PERSONS WHO ARE NOT RELEVANT PERSONS, AND (II) IN ANY MEMBER STATE 

OF THE EEA, BY PERSONS WHO ARE NOT QUALIFIED INVESTORS. ANY INVESTMENT OR INVESTMENT 

ACTIVITY TO WHICH THIS DOCUMENT RELATES IS AVAILABLE ONLY TO (I) RELEVANT PERSONS IN THE 

UNITED KINGDOM AND (II) QUALIFIED INVESTORS IN ANY MEMBER STATE OF THE EEA AND WILL BE 

ENGAGED IN ONLY WITH SUCH PERSONS.  

This Offering Memorandum and information contained herein does not constitute an advertisement of any securities, or any 

other kind of advertisement, in the Russian Federation. 

Confirmation of your Representation: In order to be eligible to view the Offering Memorandum or make an investment 

decision with respect to the securities referred to herein, by accepting electronic delivery of this document, you are deemed to 

have represent to Citigroup Global Markets Limited, J.P. Morgan AG and VTB Capital plc, acting as joint global co-ordinators 

and joint bookrunners (together, the “Joint Bookrunners”) and the Company and the Selling Shareholders that (i) you are 

acting on behalf of, you are either (a) an institutional investor acting on behalf of, or you are either (a) an institutional investor 

outside the United States (within the meaning of Regulation S) or (ii) in the United States and a QIB that is acquiring the 

securities for its own account or the account of another QIB; (iii) if you are in the UK, you are a relevant person; (iv) if you are 

in a member state of the EEA, you are a Qualified Investor; and (v) if you are outside the United States, the United Kingdom 

and the EEA (and the electronic mail addresses that you gave us and to which this document has been delivered are not located 

in such jurisdictions) you are a person into whose possession this document may lawfully be delivered in accordance with the 

laws of the jurisdiction in which you are located.  

None of the Joint Bookrunners, or any of their respective affiliates, or any of their respective directors, officers, employees or 

agents accepts any responsibility whatsoever for the contents of this document or for any statement made or purported to be 

made by it, or on its behalf, in connection with the issuer or the offer. The Joint Bookrunners and any of their respective 

affiliates accordingly disclaim all and any liability whether arising in tort, contract, or otherwise which they might otherwise 

have in respect of such document or any such statement. 

The Joint Bookrunners are acting exclusively for the Selling Shareholders and no one else in connection with the offer. They 

will not regard any other person (whether or not a recipient of this document) as their client in relation to the offer and will not 

be responsible to anyone other than the Selling Shareholders for providing the protections afforded to their clients nor for giving 

advice in relation to the offer or any transaction or arrangement referred to herein. 

This Offering Memorandum is being sent to you in an electronic form. You are reminded that documents transmitted via this 

medium may be altered or changed during the process of electronic transmission and, consequently, neither the Company, nor 
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the Joint Bookrunners (as defined in the Offering Memorandum) nor any person who controls any of them, nor any director, 

officer, employee, agent of it or affiliate of any such person accepts any liability or responsibility whatsoever in respect of any 

difference between this Offering Memorandum distributed to you in electronic format and the hard copy version. By accessing 

the linked document, you consent to receiving it in electronic form. A hard copy of the document will be made available to you 

on request. No representation or warranty, expressed or implied, is made by any of the Joint Bookrunners or their respective 

affiliates as to the accuracy, completeness or sufficiency of the information set out in this electronic transmission or the attached 

Offering Memorandum. 

You are reminded that this document has been made available to you solely on the basis that you are a person into whose 

possession this document may be lawfully delivered in accordance with the laws of the jurisdiction in which you are located 

and you may not, nor are you authorised to deliver this document, electronically or otherwise, to any other person. 

You are responsible for protecting against viruses and other destructive items. Your receipt of this document via e-mail is at 

your own risk and it is your responsibility to take precautions to ensure that it is free from viruses and other items of a destructive 

nature. 
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This memorandum is for information purposes only and is not a prospectus prepared or filed with any regulatory or other 
governmental authorities in any jurisdiction in connection with the registration of the issue, the offer or sale of the global depositary 
receipts (“GDRs”) described in this offering memorandum (the “Offering Memorandum”). 
 

  

 

United Medical Group CY PLC 

(a company organised under the laws of Cyprus) 

Offering of up to 40,000,000 GDRs 

Offer Price: U.S.$ 12.5 per GDR 

This is the initial public offering of GDRs representing ordinary shares of United Medical Group CY PLC (the “Company”) with each GDR 

representing one ordinary share, nominal value of U.S.$ 0.0004. The selling shareholders (i) Cinnabar Industries Limited, (ii) Greenleas 
International Holdings Ltd, (iii) Hiolot Holdings Limited, (iv) INS Holdings Limited, (v) Klearskies Management Limited and (vi) Zabala 

Services Limited (the “Selling Shareholders”) are offering up to 40,000,000 GDRs (the “Offering”). The Company will not receive any 

proceeds from the sale of GDRs by the Selling Shareholders. The GDRs have been approved for listing on the Moscow Exchange as defined 

in this Offering Memorandum. 

The Offering comprises an offering of the GDRs (i) in the Russian Federation, (ii) otherwise outside the United States in reliance on Regulation 

S (“Regulation S”, and such GDRs, the “Regulation S Offering”) under the U.S. Securities Act of 1933, as amended (the “Securities Act”), 
and (iii) within the United States to certain qualified institutional buyers (“QIBs”) as defined in, and in reliance on, Rule 144A (“Rule 144A”, 

and such GDRs, the “Rule 144A Offering”) under the Securities Act. See “Plan of Distribution”.  

In connection with the Offering, INS Holdings Limited has granted a put option VTB Capital plc, exercisable at the Offer Price, to require INS 
Holdings Limited to repurchase up to 15% of the total number of the GDRs being sold in the Offering acquired by a designated market-maker 

as a result of stabilisation transactions to be conducted during the period of thirty days after the announcement of the Offer Price (the 

“Stabilisation Period”). See “Plan of Distribution— Stabilisation and Repurchase Option”. 

The GDRs offered in the Offering have not been and will not be registered under the Securities Act and may not be offered or sold in 

the United States except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the 

Securities Act. Prospective purchasers are hereby notified that the sellers of the GDRs may be relying on the exemption from the 

provisions of Section 5 of the Securities Act provided by Rule 144A or another exemption from, or transaction not subject to, 

registration under the Securities Act. The GDRs are subject to selling and transfer restrictions in certain jurisdictions. See “Selling 

and Transfer Restrictions”. 

Prior to the Offering, there has been no public market for the GDRs or the Ordinary Shares. The Ordinary Shares will remain unlisted. The 

Central Bank of Russia (the “CBR”) admitted the GDRs to public circulation in Russia and registered the statutory Russian prospectus in 

relation to the GDRs. The GDRs have been admitted to listing and trading in the “Level 1” part of the List of Securities Admitted to Trading 
on Public Joint-Stock Company “Moscow Exchange MICEX-RTS” (the “Moscow Exchange”). Trading on an “as-if-and-when-delivered” 

basis in the GDRs on the Moscow Exchange is expected to commence on or about 15 July 2021. No assurance can be given that, following the 

Offering, the GDRs will continue to be admitted to listing and trading on the Moscow Exchange. See “Risk Factors.” 

The GDRs are specialised investments and should normally only be bought and traded by investors who are particularly knowledgeable in 

investment matters. Prospective investors should read the entire document and, in particular, see “Risk Factors” beginning on page 6 for a 

discussion of certain matters that prospective investors should consider prior to making an investment in the Company. 

The GDRs offered and sold into the United States (the “Rule 144A GDRs”) will be evidenced by a master Rule 144A GDR (the “Master 

Rule 144A GDR”) and the GDRs offered and sold outside the United States (the “Regulation S GDRs”) will be evidenced by a master 
Regulation S GDR (the “Master Regulation S GDR”, which together with the “Master Rule 144A GDR”, are referred to as the “Master 

GDRs”). The Master Rule 144A GDR shall be registered in the name of Cede & Co., as nominee for The Depository Trust Company (“DTC”) 

and the Master Regulation S GDR shall be registered in the name of The Bank of New York Depository (Nominees) Limited, as nominee for 
The Bank of New York Mellon, London Branch, as common depositary for Euroclear Bank S.A./N.V. as operator of the Euroclear System 

(“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg”). The Ordinary Shares represented by the GDRs 

will be held by BNY (Nominees) Limited as nominee for The Bank of New York Mellon in New York as custodian (the “Custodian”) for The 
Bank of New York Mellon in New York in its capacity as depositary (the “Depositary”). Except as described herein, beneficial interests in 

the Master GDRs will be held, and transfers thereof will be effected only through, DTC, Euroclear and Clearstream, Luxembourg and their 

direct and indirect participants, including National Settlement Depository (the “NSD”). Transfers within DTC, Euroclear, Clearstream, 

Luxembourg and NSD will be in accordance with the usual rules and operating procedures of the relevant system. 

The Joint Bookrunners expect to deliver the GDRs to purchasers against payment in U.S. dollars on or about 19 July 2021, unless otherwise 

agreed with the Joint Bookrunners. The GDRs will be delivered to purchasers as agreed with the Joint Bookrunners through the facilities of 
the NSD and as the case may be through Euroclear and Clearstream, Luxembourg with respect to the Regulation S GDRs and through the 

facilities of DTC, with respect to the Rule 144A GDRs. To take delivery of the GDRs in the relevant central securities depository (“CSD”), 

purchasers must have a depositary account with the relevant CSD or a depo account with a depositary that has a depositary account with the 
relevant CSD. If the delivery does not take place on as planned or at all, the Offering may be withdrawn, in which case all subscriptions for 

the GDRs will be disregarded, any allotments made will be deemed not to have been made and any subscription payments made will be returned 

without interest or other compensation and transactions in the GDRs on the Moscow Exchange may be annulled. Any transactions in the GDRs 
prior to the delivery are at the sole risk of the parties concerned. A restriction on short sales may be established with respect to the on-exchange 

trading of the Rule 144A GDRs. Neither the Company nor the Joint Bookrunners accept responsibility or liability towards any loss incurred 

by any person as a result of the withdrawal of the Offering or the (related) annulment of any transactions in the GDRs on the Moscow Exchange. 

See “Settlement and Delivery”. 

Joint Global Coordinators and Joint Bookrunners 

Citigroup  J.P. Morgan VTB Capital 
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OVERVIEW 

This overview must be read as an introduction to this Offering Memorandum, and any decision to invest in the 

GDRs should be based on a consideration of the Offering Memorandum as a whole including the more detailed 

information regarding the Company’s business and the Financial Statements and related notes included elsewhere 

in this Offering Memorandum. Prospective investors should read the entire Offering Memorandum carefully, 

especially the discussion of risks of investing in the GDRs discussed in “Risk Factors”. Certain statements in this 

Offering Memorandum include forward-looking statements that involve risks and uncertainties as described under 

“Forward-Looking Statements”. 

Overview 

The Company together with its subsidiaries (the “Group”) is one of Russia’s largest multidisciplinary private 

healthcare providers by revenue in 2020, according to NEO Center, and the largest private healthcare provider by 

Adjusted EBITDA compared to its Russian private healthcare peers’ EBITDA, according to the latest publicly 

available information published by these peers. The Group believes that its leadership position in the Russian 

private healthcare market is underpinned by the premium quality and breadth of its medical services, the expertise 

of its international team of highly-qualified physicians and staff, modern facilities fitted with state-of-the-art 

equipment, and services provided to the highest international healthcare standards.  

The Group is a fully-integrated healthcare services provider offering a full range of medical services, and has 

advanced capabilities in more than 57 specialisations, including, among others, oncology, radiation therapy, 

diagnostics, cardiology and surgery, differentiating it from the direct competition in Russia. See “Business—

Healthcare Services” and “Business —Facilities”. The Group utilises a patient-centric approach to its healthcare 

services offering, which allows it to provide patients with a full range of diagnostics and treatment services as well 

as offer tailor-made medical care. According to NEO Center, the Group’s healthcare service offering is one of the 

most comprehensive among private healthcare providers in Russia, and the Group has a particular focus on 

achieving clinical excellence whilst ensuring the highest quality of customer service.  

The Group’s network comprises seven multidisciplinary medical centres, one maternity hospital and one 

rehabilitation centre (with a total build-up area of approximately 87 thousand square metres) and three geriatric 

centres (with a total build-up area of approximately 14 thousand square metres). As at 31 March 2021, the Group 

had 2,593 employees, comprising 752 physicians, 1,472 nurses and other medical staff and 369 administrative and 

support staff. 

The Group operates in Moscow and the Moscow Region which is the main Russian metropolitan area with a 

population of more than 20 million with the highest average salaries in the country, according to NEO Center. The 

Group believes that the market in which it operates has a strong potential for future growth due to a number of 

factors, including favourable macroeconomic and prevailing demographic trends (such as aging population and 

increasing life expectancy), increasing demand for high-quality medical services among Russians with a high 

disposable income, the significantly lower level of healthcare expenditure per capita in Russia compared to 

Organisation for Economic Co-operation and Development (the “OECD”) countries, supportive government 

policies aimed at strengthening the private healthcare market, relative underpenetration of the Russian private 

healthcare services market and substantial barriers to entry for new healthcare providers. According to NEO 

Center, the Group’s addressable market is estimated to be approximately 1.3 million customers (excluding the 

MHI segment), with the Group having approximately 69 thousand customers (excluding MHI) in 2020. 

The Group’s growth strategy is focused on capturing consistently growing demand for high-quality private 

healthcare services in Russia, attracting new customers and becoming the clinic of choice across the entire 

spectrum of medical services for the Group’s existing customers. In addition, the Group seeks to expand 

significantly in developing a leading oncology platform in Russia, as well as in other areas of the mandatory health 

insurance market, through entering into private-public-partnership agreements with regional governmental bodies. 

The Group’s outpatient visits (excluding mandatory health insurance (“MHI”) visits) continued to grow from 

461,479 to 497,413 and 496,118 outpatient visits in 2018, 2019 and 2020, respectively, representing a compound 

annual growth rate (“CAGR”) of 3.7%. Over the same period, the number of hospitalisations (excluding MHI) 

decreased slightly at a CAGR of 3.4% from 8,648 to 8,769 and 8,075, respectively. The number of MHI visits 

increased with a CAGR of 56.9% from 18,473 to 26,234 and further to 45,482 in 2018, 2019 and 2020, 

respectively. For the three months ended 31 March 2021, the Group’s outpatient visits (excluding MHI) and 

inpatient admissions (excluding MHI) amounted to 129,183 and 2,086, respectively. In 2020, the Group had 

Revenue of EUR 259.0 million, Revenue, excluding construction revenue of EUR 241.3 million, Adjusted 

EBITDA of EUR 97.3 million, Adjusted EBITDA margin of 40.3%, profit for the year of EUR 80.6 million and 

Adjusted operating profit margin of 33.4%. In the three months ended 31 March 2021, the Group had Revenue of 

EUR 65.2 million, Revenue, excluding construction revenue of EUR 64.7 million, Adjusted EBITDA of 
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EUR 27.1 million, Adjusted EBITDA margin of 42.0%, profit for the period of EUR 18.7 million and Adjusted 

operating profit margin of 35.1%. 

Risk Factors 

An investment in the GDRs involves a high degree of risk. For a detailed discussion of the risks and other factors 

to be considered when making an investment decision with respect to the Ordinary Shares, see “Risk Factors” and 

“Forward-Looking Statements”. Prospective investors in the GDRs should carefully consider the risks and other 

information contained in this Offering Memorandum prior to making any investment decision with respect to the 

Ordinary Shares. Prospective investors should note that the risks described in this Offering Memorandum are not 

the only risks the Group faces. The Group has described only the risks it considers to be material. However, there 

may be additional risks that the Group currently considers immaterial or of which it is currently unaware.
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OVERVIEW OF THE OFFERING 

Company United Medical Group CY PLC, a company organised and existing 

under the laws of Cyprus.  

Joint Bookrunners Citigroup Global Markets Limited, J.P. Morgan AG and VTB Capital 

plc 

Selling Shareholders Cinnabar Industries Limited, Greenleas International Holdings Ltd, 

Hiolot Holdings Limited, INS Holdings Limited, Klearskies 

Management Limited and Zabala Services Limited. See “Principal 

and Selling Shareholders”. 

Repurchase Option In connection with the Offering, INS Holdings Limited will grant a put 

option to VTB Capital plc, exercisable at the Offer Price, to require 

VTB Capital plc to repurchase up to 15% of the total number of the 

GDRs being sold in the Offering acquired by a designated market-

maker as a result of stabilisation transactions after the Offering. 

Stabilisation In connection with the Offering, VTB Capital plc acting as a stabilising 

manager, on behalf of the Joint Bookrunners, will procure that a 

designated market-maker shall, to the extent permitted by applicable 

laws, regulations and rules of the CBR and/or the Moscow Exchange, 

purchase, for stabilisation purposes, a portion of the GDRs offered in 

the Offering on the Moscow Exchange within a period of 30 calendar 

days from the date of the Offering, with a view to supporting the 

market price of the GDRs at a level higher than that which might 

otherwise prevail in the open market, in accordance with a market-

making agreement to be entered into between such market-maker, the 

Company and the Moscow Exchange prior to the Offering. 

There will be no obligation on such stabilising manager or any person 

acting on its behalf to effect stabilising transactions and there is no 

assurance that stabilising transactions will be undertaken. Such 

stabilisation, if commenced, may be discontinued at any time without 

prior notice. Except as required by law or regulation, neither a 

stabilising manager nor any person acting on its behalf intends to 

disclose the extent of any stabilisation transactions conducted in 

relation to the Offering. 

Lock Up Each of the Company and the Selling Shareholders have agreed that, 

until the expiry of a period of 180 days after the Closing Date, neither 

it nor any person acting on its behalf will, without the prior written 

consent of the Joint Bookrunners, sell, pledge or encumber Ordinary 

Shares, GDRs or any other shares of the Company, or, in the case of 

the Company issue any new shares. 

The GDRs Each GDR represents one Ordinary Share on deposit with the 

Custodian on behalf of the Depositary. 

The GDRs are issued by the Depositary pursuant to the deposit 

agreement between the Company and the Depositary dated 8 June 2021 

(the “Deposit Agreement”).  

Rule 144A GDRs are evidenced by the Master Rule 144A GDR, and 

Regulation S GDRs are evidenced by the Master Regulation S GDR. 

Except in the limited circumstances described herein, definitive GDR 

certificates will not be issued to holders in exchange for interests in the 

GDRs represented by the Master GDRs. 

The GDRs are freely transferable, subject to the clearing and 

settlement rules of DTC (in the case of the Rule 144A GDRs) and 

NSD, Euroclear and Clearstream, Luxembourg (in the case of the 

Regulation S GDRs), as applicable, and subject to selling restrictions 

dictated by applicable laws, contractual lock-ups for certain 
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shareholders and provisions contained in the Deposit Agreement and 

the terms and conditions of the GDRs. 

For a description of the transfer restrictions relating to the GDRs, see 

“Selling and Transfer Restrictions”. 

Offer Price U.S.$ 12.5 per GDR 

Share Capital The Company’s authorised share capital consists of 90,000,000 

Ordinary Shares, all of which are issued and fully paid. See 

“Description of Share Capital and Certain Requirements of Cypriot 

Legislation”. 

Use of Proceeds The Selling Shareholders will receive all of the gross proceeds of the 

Offering, which will be approximately U.S.$ 500 million. The 

Company is not selling any GDRs in the Offering and will not receive 

any of the proceeds from the sale of GDRs by the Selling Shareholders 

in the Offering, except approximately U.S.$ 3 million that will be 

received by the Company or its subsidiary towards reimbursement of 

the Group’s costs and expenses incurred in connection with 

preparation to the Offering. 

Dividend Policy For a discussion of the Company’s dividend policy and certain risks 

associated with dividend payment, see “Dividend Policy”, 

“Description of Share Capital and Certain Requirements of Russian 

Law—Description of Share Capital—Dividends” and “Risk Factors—

Risks Relating to the Offering and the Ordinary Shares— The 

Company may decide not to pay dividends in the future”. 

Taxation For a discussion of certain Cyprus, U.S. and Russian tax consequences 

of purchasing and holding the GDRs, see “Taxation”.  

Voting Rights Subject to the Deposit Agreement and the terms and conditions of the 

GDRs, holders of GDRs are entitled to instruct the Depositary as to 

the exercise of voting rights arising under the Ordinary Shares 

represented by their GDRs at shareholder meetings (but will have no 

direct voting rights with respect to the Ordinary Shares represented by 

the GDRs). See “Risk Factors”, “Terms and Conditions of the Global 

Depositary Receipts” and “Description of Share Capital and Certain 

Requirements of Cypriot Legislation —Articles of Association—Rights 

attaching to Ordinary Shares— Voting rights”. 

Transfer Restrictions The GDRs will be subject to certain restrictions as described under 

“Selling and Transfer Restrictions”. 

Settlement and Delivery The Joint Bookrunners expect to deliver the GDRs to purchasers 

against payment in U.S. dollars on or about 19 July 2021, unless 

otherwise agreed with the Joint Bookrunners.  

The GDRs will be delivered to purchasers through the facilities of the 

NSD or as otherwise agreed through Euroclear and Clearstream, 

Luxembourg with respect to the Regulation S GDRs and through the 

facilities of DTC, with respect to the Rule 144A GDRs.  

To take delivery of the GDRs in the NSD, purchasers must have a 

depositary account with the NSD or a depo account with a depositary 

that has a depositary account with the NSD.  

If the delivery does not take place on as planned or at all, the Offering 

may be withdrawn, in which case all subscriptions for the GDRs will 

be disregarded, any allotments made will be deemed not to have been 

made and any subscription payments made will be returned without 

interest or other compensation and transactions in the GDRs on the 

Moscow Exchange may be annulled.  

Any transactions in the GDRs prior to the delivery are at the sole risk 

of the parties concerned. Neither the Company nor the Joint 
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Bookrunners accept responsibility or liability towards any loss 

incurred by any person as a result of the withdrawal of the Offering or 

the (related) annulment of any transactions in the GDRs on the 

Moscow Exchange. See “Settlement and Delivery”. 

Risk Factors Prospective investors should consider carefully certain risks discussed 

under “Risk Factors”. 

Depositary The Bank of New York Mellon 

Moscow Exchange trading symbols Regulation S GDR: “GEMC” 

Rule 144A GDR: “EM44” 

GDRs Codes Rule 144A ISIN: US91085A1043 

Rule 144A CFI: EDSXFR 

Regulation S ISIN: US91085A2033 

Regulation S CFI: EDSXFR 

Ordinary Shares Codes ISIN: CY0109531513 

CFI: ESVUFR 
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RISK FACTORS 

An investment in the GDRs involves a high degree of risk. Potential investors should carefully consider the 

following risks described below, as well as other information contained in this Offering Memorandum before 

making any investment decision. Any of the following risks, individually or together, could have a material adverse 

effect on the Group’s business, financial condition, results of operations and prospects, in which case, the trading 

price of the GDRs could decline and investors could lose part or all of their investment. 

The Group has described the risks and uncertainties that its management believes are material, but these risks 

and uncertainties may not be the only ones the Group faces. Additional risks and uncertainties, including those 

the Group currently is not aware of or sees as immaterial, could also have a material adverse effect on the Group’s 

business, financial condition, results of operations and prospects, which could result in a decline in the value of 

the GDRs. 

Risks Relating to the Group’s Business and Industry 

The implications of the COVID-19 pandemic and the disruption caused by various countermeasures could have 

a material adverse effect on the Group’s financial condition 

The outbreak of COVID-19, which emerged in late December 2019, has now spread globally and has been declared 

by the World Health Organisation (the “WHO”) to be a global pandemic. The COVID-19 pandemic has triggered 

significant global market turmoil and has had a negative impact on the level of global and local economic activity, 

causing a prolonged global economic crisis affecting much of 2020 and 2021 to date, currencies and commodities’ 

price volatility, and recession or depression. The COVID-19 pandemic has also resulted in border closures, 

restrictions on transportation of goods, locally imposed quarantine restrictions and prolonged closures of 

workspaces and businesses, although these measures have gradually been reduced.  

In Russia, in order to prevent the spread of infection, the government introduced a number of recommendations 

and restrictions, including restrictions on the movement of citizens (including the closure of borders) and a 

limitation on most commercial activities. Furthermore, following a gradual loosening of the restrictions in June 

2020, certain limited restrictions were reimposed in autumn 2020 and subsequently in June 2021 as a result of the 

emergence of new strains of COVID-19. Although the implemented restrictions have not resulted in the closure 

of the Group’s medical facilities, the relevant restrictions increased the Group’s risks of compliance with such 

restrictions and any failure to comply with them could result in penalties or even temporary closure of the Group’s 

facilities. The restrictions also had a temporary effect of reducing the Group’s patient traffic in the second quarter 

of 2020.  

Whilst the effect of the COVID-19 restrictions on the Group was marginal to date, because the full impact of the 

COVID-19 outbreak continues to evolve, it is uncertain what effect the pandemic will have on the Group’s business 

in future periods. The overall impact of the pandemic on the Group’s business will depend on a range of factors 

which is not possible to accurately predict, including the duration, severity, potential recurrence and scope of the 

pandemic, and the extensiveness of measures adopted by the government. For example, if the pandemic intensifies, 

it could result in a temporary disruption or delay in supplies of medical equipment, consumables and drugs. The 

Group’s operations could also be disrupted if a significant portion of its employees contract COVID-19, as this 

could cause workforce-related shortages in the Group’s operations, or even require the Group to quarantine some 

of these employees and implement disinfection measures for the facilities and premises used for their operations, 

which could potentially result in temporary interruption of operations. The government may decide to redirect 

subsidies from other healthcare projects to cover increased expenses of COVID-19 related treatments and 

specialised hospitals. The pandemic may result in medical facilities (including the private ones) being required to 

re-focus on COVID-19 treatment at the expense of their own specialisations. Moreover, in the short term (one to 

one a half years), there may be a decline in demand for private healthcare services resulting from macroeconomic 

factors, such as an overall decline in the economic activity, a rise in unemployment and a decline in the real wages 

of the population and, consequently, in the population’s purchasing power.  

The Group’s results of operations have been, and may continue to be, adversely affected by an increase in costs 

related to implementing anti-COVID-19 measures. To date, the Group implemented certain measures in response 

to the COVID-19 outbreak, including the following measures: 

• enhancing compliance with measures related to sterilisation and decontamination of premises and equipment; 

• introducing COVID-19 related services, including vaccination, COVID-19 testing and COVID-19 

rehabilitation programmes; 

• informing patients on the updated procedures for providing services at the Group’s facilities, as well as at 

home and remotely; 
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• introducing a broad range of remote medical services (telemedicine), including with the use of modern and 

rare TytoCare equipment and secure communication channels; 

• providing personal support to patients in organising their transportation to the Group’s facilities (either by 

the Group’s emergency vehicles, or with the Group arranging for QR code passes for movement in Moscow 

and the Russian Federation (during periods of lockdowns and other restrictions), as well as arranging for 

visas and visa-free invitations for foreign citizens); 

• communicating with insurance companies (Russian and foreign), which required the support of medical 

institutions to quickly and safely hospitalise the insured (especially given the closure of borders and the 

impossibility of sending VIP patients for treatment abroad); 

• clear routing of patients between the Group’s facilities in order to maintain COVID-free hospital status; 

• purchasing systems for impulse air disinfection. 

These measures required the Group to incur additional expenditures, increasing the Group’s operating costs and 

there can be no assurance that the Group will not require to incur additional expenditures as a result of the COVID-

19 pandemic.  

Because there continues to be significant uncertainty relating to the severity of the near-, mid- and long-term 

adverse impact of the COVID-19 pandemic on Russia, its economy and the Group, it is possible that the effects of 

the COVID-19 pandemic may continue to adversely affect the Group’s business, financial condition, results of 

operations or prospects, and the trading price of the GDRs. 

The Group might not be able to expand its business in line with its strategy or achieve the intended growth and 

revenue targets 

A key part of the Group’s growth strategy is to continue to expand its business primarily through organic growth 

by streamlining the operations of its existing healthcare facilities, launching new healthcare facilities, developing 

regional medical facilities through the public-private partnership framework and providing certain advanced 

technology medical services to patients insured under health insurance programmes administered by the City of 

Moscow and the Moscow Region. Regionally, the Group intends to continue to expand its healthcare services 

business in Moscow and the Moscow Region. Some of the major projects related to the Group’s growth currently 

include the reconstruction and fitting out (in several stages over a period of five to seven years) of the International 

Oncology Centre in Moscow (launched in 2020), continuing to ramp-up operations at the recently commissioned 

EMC Maternity Medical Hospital in Moscow and the Zhukovka Rehabilitation Centre, International Oncology 

Centre in Kolomna (launched in 2020) and the MONIKI project. See “Business—Expansion Plans”. 

However, there can be no assurance that the Group’s business strategy will generally be successful (or successfully 

implemented), that the Group will be able to expand its healthcare services business in accordance with its plans 

or that the expansion strategy will result in the intended targets being achieved. The successful implementation of 

the Group’s strategy depends on a number of factors, some of which are completely or partially outside the Group’s 

control. The pursuit of the Group’s strategy in general and, in particular, its growth strategy, places and will 

continue to place significant demands on the Group’s management and operational resources. A number of the 

Group’s projects require, and are likely to continue to require, substantial capital expenditure over a period of time, 

may incur significant cost overruns and may not be completed on time or at all. These projects may also divert the 

management’s attention from the day-to-day operation of the Group’s business. Although the Group assesses each 

organic growth project individually, each project is subject to a number of assumptions concerning, among other 

factors, demand for new services and/or facilities, capacity for revenue and profitability growth as well as 

expenditures (including interest on indebtedness) incurred in connection with commissioning a project. These 

projects are also subject to assumptions about anticipated cost savings, synergies and revenue enhancements. 

However, the Group’s assessments might not prove to be correct because other factors, not accounted for in the 

Group’s analyses, may cause actual developments to differ from the expectations. The Group may not achieve the 

anticipated operating results from future projects and may not be able to achieve the targeted return on investment, 

intended benefits or operating synergies from these projects. The Group may also revise its business strategy and/or 

adapt its strategy in response to changes in its operating environment; however, there can be no assurance that the 

new strategy will be successful or, if unsuccessful, that the Group would be able to recover fully (or even partially) 

the costs associated with implementing the new strategy.  

In addition, in order to manage organic growth effectively, the Group would be required to expand and continue 

to improve its operational systems and procedures on a timely basis. If the Group fails to do so, it may not be able 

to service its patients’ needs sufficiently, hire and retain new employees, pursue new business opportunities, 

effectively manage the upgrade of existing facilities or commission new facilities and/or clinics, properly budget 

and accurately estimate costs or otherwise operate and/or grow its business effectively. Therefore, if the Group is 
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unable to expand its business in line with its strategy or achieve the intended growth targets, such failure may have 

a material adverse effect on the Group’s business, financial condition, results of operations or prospects, and the 

trading price of the GDRs. 

The Group’s performance, competitive position and prospects depend on its ability to identify, attract, train and 

retain highly qualified and experienced physicians and other medical personnel 

The Group’s success depends on its ability to provide high-quality healthcare services. The expertise, 

professionalism and reputation of the Group’s medical personnel are instrumental to the Group’s ability to provide 

such high-quality healthcare services and, consequently, to continue attracting new and repeat patients. Therefore, 

the Group depends on its ability to continue to attract and retain a sufficient number of highly qualified and 

experienced physicians, as well as other medical personnel.  

The Group competes with public and private healthcare providers in Russia for a limited number of qualified 

healthcare professionals. The factors that physicians and other medical personnel consider important in deciding 

where they will work include compensation, the quality of equipment and healthcare facilities, the quality and 

number of supporting staff, as well as the reputation and market leadership of the healthcare provider. The Group 

may be unable to effectively compete with other healthcare providers on some or all of these factors. Further, 

increasing competition from other private healthcare providers may make it more difficult for the Group to pay 

competitive salaries and to attract and retain qualified physicians and other medical personnel and may lead to 

rising labour costs in the future. 

In addition to Russian healthcare professionals, the Group also employs Western European, North American, 

Israeli and Japanese physicians (and other medical staff) with work experience obtained in leading clinics around 

the world. The Group’s ability to hire medical practitioners from abroad is an important element of the Group’s 

operations, as well as its training initiatives and marketing strategy. Although the Group has not experienced any 

significant regulatory challenges in relation to hiring and/or retaining non-Russian medical personnel, there can 

be no assurance that in the future medical licensing, local immigration and/or other regulatory requirements will 

not adversely affect the Group’s ability to hire non-Russian personnel.  

If the Group is unable to attract and retain a sufficient number of qualified physicians and other medical personnel, 

there may be a material adverse effect on the Group’s business, financial condition, results of operations or 

prospects, and the trading price of the GDRs. 

Damage to the Group’s reputation could adversely affect its business 

Healthcare in Russia is provided by the state free of charge. Although nearly all the Group’s patients and potential 

patients are entitled to free public healthcare, many patients choose private healthcare primarily because the quality 

of care in public healthcare facilities is often significantly below that provided at private healthcare facilities. Many 

public healthcare facilities in Russia are understaffed, poorly equipped and vary in quality across regions. As a 

result, the Group’s patients choose to pay a premium for private healthcare and tend to select their providers based 

on reputation, which depends on the expertise of medical personnel and the quality of care received. If the Group’s 

healthcare facilities are unable to provide high quality healthcare, fail to maintain a high level of patient satisfaction 

or experience a high rate of medical complaints, the Group’s reputation could be temporarily or irreparably 

damaged. The Group may be exposed to negative publicity in relation to its operations, the entire healthcare sector 

or the Group’s competitors. Developments beyond the Group’s control, such as unfavourable publicity, whether it 

is based on facts or not, may have an adverse effect on customer behaviour. Furthermore, if the Group fails to react 

to unfavourable publicity effectively, this may lead to an additional negative impact on the Group’s image and 

reputation. Any significant damage to the Group’s reputation could have a material adverse effect on the Group’s 

ability to attract new and repeat patients and, as a result, would have a material adverse effect on the Group’s 

business, financial condition, results of operations or prospects, and the trading price of the GDRs. 

The Group is exposed to certain risks in respect of the expansion and development of new or existing healthcare 

facilities 

The Group is undertaking a number of expansion and development programmes that are expected to require 

considerable capital investment. The further ramp-up of the International Oncology Centre in Moscow and launch 

of the International Oncology Centre in Kolomna, as well as the roll-out of any other healthcare facilities the Group 

plans to develop in connection with its growth strategy, will require significant time and resources. Furthermore, 

these expansion programmes are subject to material risks before and during development that are beyond the 

Group’s control. For example, obtaining government approvals and permits may take substantially more time and 

resources than anticipated, and construction projects may not be completed on schedule or within budget. The time 

and costs involved in completing the development of such projects can also be adversely affected by many other 

factors, including increased costs, shortage of materials, equipment and labour, disputes with contractors or 

subcontractors, changes in laws or government priorities, accidents, natural disasters or other force majeure 
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circumstances or events that the Group cannot anticipate. As a result, the Group may not achieve the anticipated 

benefits associated with these projects on time or at all. Furthermore, there can be no assurance that the revenues 

that the Group is able to generate from its projects will be sufficient to cover the associated development costs or 

that it will be able to meet its financial targets for such projects.  

In addition, there can be no assurance that the ramp-up phases of the Group’s expansion projects (or other projects 

of the Group) will not be slower than originally expected, or that the services that will be provided there will be 

profitable. The Group may also miscalculate the expected benefits from these (and other) projects, which could 

lead to the investments being less profitable than expected or even unprofitable. The occurrence of any of these 

factors may have a material adverse effect on the Group’s business, financial condition, results of operations or 

prospects, and the trading price of the GDRs. 

The Group may face increased competition from other healthcare providers, which may result in a decline in 

the Group’s revenues, profitability and market share 

The Russian healthcare sector comprises public healthcare facilities (which are either managed by the Russian 

Ministry of Health (the “MOH”) or other government or municipal entities) and privately owned and managed 

healthcare facilities. Competition for patients among Russian healthcare providers has intensified in recent years. 

Healthcare providers compete on various factors including, among others, the breadth and depth of specialist 

services, reputation, pricing, and patient satisfaction. The Group may face increased competition in the future from 

public healthcare providers, as well as other private healthcare companies. The Group may face further competition 

from international healthcare companies with resources substantially greater than those of the Group, which may 

begin providing services in Russia in the future. Furthermore, some of the Group’s smaller competitors may merge, 

potentially posing a greater competitive risk to the Group. Increased competition may also lead to changes in the 

prevailing prices for healthcare services, which could have a negative impact on the Group’s ability to enter into 

agreements with clients to provide healthcare services, if such clients find more favourable terms with the Group’s 

competitors. In addition, the Group’s agreements with corporate and other clients include the client’s right to 

terminate the agreement at any time, which may result in outflow of clients to other healthcare providers. 

Moreover, increases in government funding for the public healthcare sector and, accordingly, improvement in the 

quality of services rendered by public healthcare providers, may result in increased competition between public 

and private healthcare providers. Increased competition could have a material adverse effect on the Group’s 

business, financial condition, results of operations or prospects, and the trading price of the GDRs. 

If the Group does not continually enhance its healthcare facilities with the most recent technological advances 

in medical equipment or fails to adequately maintain its equipment, it could affect the Group’s growth prospects 

and its reputation 

Technological advances in the medical field evolve quickly and require substantial investment of resources by 

healthcare providers. Such equipment costs represent significant capital expenditures for the Group. Rapid 

technological advances could render existing equipment obsolete earlier than anticipated and require replacement 

of such equipment to ensure that the latest technology is used by the Group. Furthermore, because the Group 

utilises state-of-the-art equipment, regular maintenance of such equipment is an important and necessary activity 

in ensuring its proper functioning.  

The Group is committed to being at the forefront of the latest medical technology and has devoted significant 

resources to continually enhancing its technological capabilities across a wide spectrum of healthcare services. 

However, if the Group is unable to implement new technologies and/or fails to properly maintain its existing 

equipment, its ability to treat patients and its reputation could be adversely affected and, as a result, it may lose 

patients to competing facilities and its medical practitioners may choose to leave its hospitals for those of better 

equipped competitors, any of which could have a material adverse effect on the Group’s business, financial 

condition, results of operations or prospects, and the trading price of the GDRs.  

The Group’s performance, competitive position and prospects depend on the expertise and experience of its key 

managers, heads of departments and senior physicians 

The Group’s operational success depends on the Group’s ability to retain the services of, or promptly obtain 

equally qualified replacements for, certain key members of its management team, including Andrey Yanovsky 

(the Chief Executive Officer (“CEO”)), Dmitry Shmelev (the Chief Financial Officer (“CFO”)), Dr Andrey 

Korolev (the Head Physician), Dr Salim Nidal (the Head of the Oncology Institute), Dr Evgeniy Libson (the 

Deputy Head of the Oncology Institute) and Dr Aleksey Krivoshapkin (Head of Neurosurgery Department), among 

others. The Group’s senior managers are experienced and distinguished industry professionals and medical 

practitioners (some of whom serve as physicians at the Group’s healthcare facilities). The Group does not maintain 

any “key man” insurance and its senior managers are not subject to non-competition or similar restrictive clauses. 

Furthermore, the Group’s senior management team has extensive experience in the private healthcare industry and 
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has skills that are critical to the operation of the Group’s business. Individuals with both medical and management 

expertise are scarce in Russia and the market for such persons is highly competitive. Should any of the key 

managers of the Group leave, it may be difficult to replace them promptly, or at all, with other managers with 

sufficient expertise and experience. The Group might not be able to retain or attract similarly qualified senior 

managers, which may have a material adverse effect on the Group’s business, financial condition, results of 

operations or prospects, and the trading price of the GDRs. 

The Group’s ability to effectively provide the services it offers or to manage its operating profit margins could 

be negatively affected by increases in costs or disruptions to the availability of supplies 

The Group relies on third-party providers for pharmaceuticals, surgical supplies and medical equipment. Supplier 

bottlenecks, quality problems or the disruption of the business relationships with these providers could lead to 

disruptions to, or the deterioration of, the care provided at the Group’s healthcare facilities. If the Group is unable 

to access high-quality products on a cost-effective basis or if suppliers are unable to fulfil the Group’s requirements 

for such products, the Group could face a decline in patient volumes or be subject to a disruption in its relationships 

with physicians. In addition, the Group would have to source these products from alternative suppliers that may 

charge higher prices, which the Group may not be able to pass on to its patients. Any of these factors could have 

a material adverse effect on the Group’s business, financial condition, results of operations or prospects, and the 

trading price of the GDRs. 

The Group may be adversely affected by wage increases 

The Group is committed to recruiting the best qualified and most respected medical personnel and, as a result, 

routinely pays its medical personnel at an above-market rate. However, due to increasing competition in the 

Russian private healthcare market, the Group may be required to devote additional resources to attracting and 

retaining qualified personnel, including by increasing the compensation of its senior medical practitioners and 

management. There can be no assurance that the Group will be able to improve the productivity of its employees 

or pass on these extra costs to its patients to offset the impact of these increased costs on its operating profit. 

Therefore, wage increases in Russia could have a material adverse effect on the Group’s business, financial 

condition, results of operations or prospects, and the trading price of the GDRs. 

The Group may be adversely affected by currency exchange rates 

Medical equipment, pharmaceuticals and other medical products and consumables used in the Group’s healthcare 

facilities are often imported from outside Russia. The purchase price for these products is typically denominated 

in Euro or U.S. dollars and the Group pays for these products in Roubles at the applicable exchange rate on the 

payment date. The Group’s cost of such goods may increase or decrease depending on the appreciation or 

depreciation of the Rouble against the currencies in which such goods are denominated. Although prices for the 

Group’s services are quoted in Euro, patients are required by law to settle their medical bills in Roubles and, as a 

result, the Group’s revenues are Rouble-denominated and, until converted into Euro or U.S. dollars, remain subject 

to foreign exchange risks. In addition, the Group’s services provided by the Family Medical Centre at Solntsevo 

and the Senior Group facilities, as well as the services provided under MHI programmes, are priced in Roubles. 

Furthermore, some of the Group’s indebtedness and certain leases of its medical facility buildings are also 

denominated in U.S. dollars and Euro. Although the Group hedges foreign exchange risk, it has certain exposure 

to the effects of currency fluctuations between the Rouble and the U.S. dollar and Euro, as well as other currencies. 

The Rouble to U.S. dollar and Rouble to Euro exchange rates have been volatile over the past few years as a result 

of instability of the global financial markets and due to other factors (for example, in March 2020, following a 

drop in oil prices, the Rouble depreciated against the Euro from 73.42 as at 3 March 2020 to 87.27 as at 20 March 

2020). See also “–Risks Relating to Russia – Political risks–The current political instability relating to Ukraine 

and related sanctions imposed by the U.S. and the EU may have a material adverse effect on the Group”. Any 

depreciation of the Rouble against the U.S. dollar, Euro or any other currencies in which the Group acquires 

equipment or other healthcare products could have a material adverse effect on the Group’s business, financial 

condition, results of operations or prospects, and the trading price of the GDRs. 

Leases relating to land and buildings in which the Group’s healthcare facilities are located may not be renewed, 

and the Group may lose possession of the leased properties and related buildings and other improvements 

Some of the Group’s healthcare facilities, such as the hospitals on Schepkina and Orlovsky (the Group’s two 

largest hospitals), are located on land which is leased from the City of Moscow. The EMC Schepkina Hospital and 

the EMC Orlovsky Hospital land plot leases are for 49 and 47 years (expiring on 5 November 2064 and 6 August 

2056), respectively. The Group also leases hospital and medical centre buildings from various private entities with 

leases for up to 25 years (with the exception of the short-term leases for certain geriatric centres). See “Business—

Facilities.”  
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Although all the Group’s leases can be renewed, subject to certain conditions, the lessors may terminate the leases 

in the event of a breach of certain terms of the lease agreements. If any of the leases are terminated or expire and 

are not renewed, the Group could lose its investments, including its healthcare facilities, located on the leased sites. 

The cost of renewal could also be more than the Group’s current lease payments. This could have a material 

adverse effect on the Group’s business, financial condition, results of operations or prospects, and the trading price 

of the GDRs. 

The Group’s healthcare services business generates a significant portion of total revenue from a number of 

private insurance providers and the Russian government 

The Group depends on revenue from a limited number of payers, including the Russian government and several 

Russian and international private insurance providers. In 2020, the Group received approximately 19% its total 

healthcare services revenue from private medical insurance providers, approximately 19% from the government 

under the MHI programme (which is a programme funded by the state and available free of charge to Russian 

citizens) and 62% from out-of-pocket payments by patients. The Group expects that it will continue to generate a 

significant portion of total revenue from a limited number of private medical insurance providers and the 

government in the future.  

The Group expects that revenue from the government will constitute an even higher proportion of its total revenue 

in 2021 (and thereafter) following the ramp-up of the International Oncology Centre in Moscow and launch of the 

International Oncology Centre in Kolomna, which are expected to enhance the Group’s provision of radiotherapy 

and other oncology-related services, interventional radiology, ophthalmology, in-vitro fertilisation (“IVF”), proton 

therapy and other services. The Group also expects to continue to receive a growing number of patients under the 

MHI programme. As a result of this increasing reliance on revenue from the government, the Group’s future 

success may be affected by any changes to state-funded healthcare programmes, as well as the government’s ability 

to maintain efficient administrative procedures, provide effective payment authorisations and maintain adequate 

budgetary funding. 

Because a significant part of the Group’s revenue is received from private medical insurance providers, the Group 

is also exposed to the risk that insurance companies may reject, delay or fail to make payments for claims the 

Group submits for healthcare services that it has provided to patients claiming coverage under their medical 

insurance policies. It is possible that healthcare insurers and corporate clients may change their reimbursement 

policies and coverage plans in the future such that the services the Group provides to patients are no longer covered. 

The Group may face downward pressure on some of the payment rates from these insurers and corporate clients, 

or may be unable to pass on effectively any increases in its cost base to the tariffs paid by insurers and corporate 

clients. Insurance companies can have an important role in directing patient flows, as they may encourage insured 

persons to use a preferred provider for obtaining the service covered by the insurer. Furthermore, insurance 

companies may experience financial and other difficulties, liquidity constraints or insolvency, which could delay 

or prevent them from making payments to the Group’s healthcare services business or simply decide to terminate 

the respective agreements with the Group using their right to unilateral repudiation under such agreements. Any 

delay or failure on the part of the Russian government or an insurance company to pay for services the Group 

provided or any adverse developments in relation to the Group’s cooperation with insurance companies could have 

a material adverse effect on the Group’s business, financial condition, results of operations or prospects, and the 

trading price of the GDRs. 

The Group may experience problems integrating and managing new acquisitions 

To date, the Group’s growth has mainly been organic (except for the acquisition of Senior Group and some medical 

and geriatric facilities), however, in the future it may expand its operations through acquisitions of other businesses 

(or parts thereof), including their existing assets and personnel. The pursuit of an acquisition strategy entails certain 

risks, including the failure to identify suitable acquisition targets and/or the failure to conduct appropriate due 

diligence of the target’s operations and/or financial condition, the overvaluation of the target and the resulting 

payment of consideration greater than the target is worth, the incurrence of significantly higher than anticipated 

financing-related risks and operating expenses, and the discovery of larger than anticipated or previously 

undisclosed liabilities. There can be no assurance that due diligence conducted by the Group will identify material 

issues or that the acquired businesses will not negatively impact the Group’s performance. In addition, acquiring 

additional businesses could also place increased pressures on the Group’s cash flows, especially if the acquisition 

is paid for in cash. Furthermore, if an acquisition is not completed, this may adversely affect the Group’s strategic 

objectives.  

In addition, the Group may experience problems integrating new and previously acquired healthcare facilities into 

its business and managing them successfully. There can be no assurance that there will be no complications in the 

future with managing any future and previous acquisitions will be successful. The risks relating to acquisitions 

include failing to effectively assimilate and integrate the operations and personnel of an acquired company into 
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the Group’s business, failing to obtain necessary regulatory permits and/or licences for new healthcare facilities 

or to install and integrate all necessary systems and controls, including financial reporting systems, personality 

clashes with new employees, conflicts between majority and minority shareholders, hostility and/or a lack of 

cooperation from the senior management of the acquired facility and the potential loss of the new clinics’ existing 

patients. Moreover, the broader disruptions in operations and the strain on management resources that often occur 

in conjunction with an acquisition, including the diversion of attention from the management’s normal day-to-day 

business, may cause significant challenges to the Group. This could have a material adverse effect on the Group’s 

business, financial condition, results of operations or prospects, and the trading price of the GDRs. 

The Group may experience failures of medical equipment in its healthcare facilities 

The Group’s business depends on the uninterrupted operation of its medical equipment. The Group’s equipment 

may experience shutdowns or downtime as a result of unanticipated malfunctions, including due to power 

shortages, equipment failure or defects, human error or other circumstances. In the event of equipment failure or 

defects, the Group may temporarily be unable to treat patients, which may result in a decrease in the quality of 

healthcare services provided, and consequently, the loss of revenue, as well as have a detrimental impact on the 

Group’s reputation. Any injury caused by defective medical equipment in the Group’s healthcare facilities could 

result in the Group being subject to liability claims. While the Group maintains certain types of insurance, it does 

not maintain insurance against lost profits resulting from equipment failures or defects. Therefore, in addition to 

incurring costs to repair or replace faulty equipment, a failure of medical equipment may result in unrecoverable 

lost profits. Any significant equipment failure could have a material adverse effect on the Group’s business, 

financial condition, results of operations or prospects, and the trading price of the GDRs. 

The Group’s information technology systems may fail or be inadequate to meet the Group’s operating 

requirements 

The Group’s information systems are essential for a number of critical areas of its business operations, including, 

among others, its medical information system, laboratory information system, electronic document management 

systems, accounting and financial management system, as well as enterprise modules for the operation of medical 

equipment. Any system failure that causes an interruption in service or the availability of the systems could 

materially adversely affect the Group’s operations and/or delay the collection of revenue. Although the Group has 

implemented network security measures, its servers are potentially vulnerable to computer viruses, break-ins and 

similar disruptions from unauthorised tampering. The occurrence of any of these events could result in 

interruptions, delays, loss or corruption of data, or the unavailability of systems, and may also subject the Group 

to liability as a result of any theft or misuse of personal information stored in its systems, failure to comply with 

privacy laws and regulations or failure to protect confidential patient information. Any of these events could have 

a material adverse effect on the Group’s business, financial condition, results of operations or prospects, and the 

trading price of the GDRs. 

A security breach resulting in third-party access to the Group’s patient information could materially disrupt its 

business, result in the disclosure of confidential information, significantly damage reputation and cause 

material losses 

The Group hosts sensitive personal health and other information of patients and collects and maintains sensitive 

and personal information of its employees in the ordinary course of its business. The Group is required to take all 

necessary technical and administrative measures to ensure appropriate security level for prevention of illegal 

processing and access to personal data. The volume of sensitive and personal information that the Group collects 

has been increasing and will continue to increase as it further expands its business. There could be no assurance 

that the commercially available security technologies to protect this information and data, or the security and 

business control to limit access to and the Group’s use of such sensitive and personal customer information and 

data, will provide absolute security. As the accessibility of stolen identity information increases, the Group may 

experience instances of unauthorised and illegal access to its systems using its customers’ stolen identity 

information in the future. 

In addition, third parties may fraudulently induce employees, clients, or users to disclose sensitive information in 

order to gain access to the Group’s data or its clients’ data. The security measures implemented by the Group may 

not be able to prevent access to its systems from unauthorised users who have fraudulently obtained its clients’ 

personal information. Furthermore, because the techniques used to obtain unauthorised access change frequently 

and may be difficult to detect for long periods of time, the Group may be unable to anticipate these techniques or 

to implement adequate preventive measures. A major breach of the Group’s security measures or those of third 

parties that provide hosting services or have access to the Group’s sensitive and personal client information may 

have materially negative consequences for the Group’s businesses, including possible fines, penalties and 

damages, reduced customer demand for its services and harm to its reputation and brands. 
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The Group may be subject to liability as the result of any theft or misuse of personal information stored on its 

systems. If healthcare service providers are held to have breached their obligation to ensure the confidentiality of 

patient treatment and patient’s personal information, they may have to pay compensation to the patient and face 

administrative fines and/or criminal liability claims. 

Changes in tax policy may adversely affect the Group’s business  

In 2010, the Russian government began to reform the Russian private and public healthcare sectors. In order to 

stimulate growth in the healthcare sector, the government approved certain tax benefits for qualifying healthcare 

providers, beginning in 2011, applying a 0% corporate profit tax rate until 1 January 2020 (which was then 

prolonged for an indefinite period). However, there can be no assurance that the government will not change its 

policies in relation to the Russian healthcare system and that such changes will not result in the partial or full 

reversal of these beneficial tax policies.  

If the Group was unable to comply with the regulatory requirements for corporate profit tax exemption (which are: 

(i) having a license to provide medical services, (ii) having no less than 90% of its income generated from the 

provision of medical services and from research and development, (iii) at least 50% of employees being certified 

medical specialists, (iv) having at least 15 employees, and (v) not engaging in transactions involving promissory 

notes and derivatives), or if the Group claimed the tax exemption erroneously, its subsidiaries would be liable for 

the payment of back taxes and associated penalties. Therefore, any adverse changes in Russian taxation policies 

or the Group’s inability for any reason to comply with the existing or new policies, could have a material adverse 

effect on the Group’s business, financial condition, results of operations or prospects, and the trading price of the 

GDRs. 

The Group operates in an uncertain and heavily regulated environment, which could cause the Group’s 

business model to become more complicated and less profitable 

The Russian healthcare system is subject to numerous federal, regional and local regulations. These regulations 

are complex. Such regulations relate to, among other things, licensing of medical and related activities, 

certification of medical workers, use of medical products, confidentiality of personal data, maintenance of medical 

records, health and safety requirements, quality of medical care, management of medical waste, advertising of 

medical products and services, as well as administration of medications and other controlled substances.  

Regulations with which the Group is required to comply are also subject to change. The Group cannot predict what 

new regulatory changes will be introduced in the future or their effect on the healthcare industry or the Group. In 

order to comply with new requirements, the Group may have to incur substantial additional costs and/or capital 

expenditure and employ additional management personnel, which may have an adverse effect on the Group’s 

operations and/or profitability.  

The Group seeks to strictly comply with all applicable regulations, however, if it fails to comply with the numerous 

regulations to which it is subject, such failure could result in significant penalties being assessed on the Group or 

its employees (such as, for example, administrative penalties and/or criminal liability being imposed on its officers) 

and also in other adverse consequences, including the suspension or termination of its licences, permits, approvals 

or authorisations necessary to conduct its business, which could render the Group unable to provide some or all of 

its services. Therefore, the Group’s failure to comply with applicable regulations could have a material adverse 

effect on its business, financial condition, results of operations or prospects, and the trading price of the GDRs. 

The Group’s business is dependent on obtaining and maintaining all the government licences and certain 

industry accreditations to operate its private healthcare facilities 

The Group’s operations are subject to extensive licensing requirements. In order to conduct its operations, the 

Group is required to obtain licences for, among others, the following activities: provision of healthcare services 

(including “specialised medical services” and “high technology medical services”), provision of pharmaceutical 

services, operation of radiopharmaceuticals, administration of narcotics, psychotropic and other controlled 

substances, as well as handling and transportation of radioactive materials. The Group’s business activities and 

operations are also subject to regular review by the licensing authorities. If any licensing requirements are not met 

by the Group, the authorities may suspend or revoke the Group’s licences or impose other restrictions on the 

Group’s operations. In addition, these licensing requirements are complex and subject to change, therefore, there 

can be no assurance that the current licensing requirements will not change and the Group cannot predict the effect 

that such change may have on its operations. See “—The Group operates in an uncertain and heavily regulated 

environment, which could cause the Group’s business model to become more complicated and less profitable”. 

The Group’s licences are mostly perpetual (except for licences to operate radiopharmaceuticals and transport 

radioactive materials, which expire in 2025 and 2023, respectively, and will need to be renewed) and the Group 

does not generally have regular direct contact with government authorities in connection with the extension of the 



Risk Factors 

 14  

 

term of such licences. Nevertheless, the Group’s relationship with the relevant licensing authorities is important 

for the success of the Group’s operations, including the Group’s ability to maintain its existing licences and obtain 

additional licences for its new healthcare facilities and/or medical services. Deterioration in the Group’s 

relationship with any key government licensing agency could result in the suspension or revocation of the existing 

licences or a refusal to grant new licences. 

In 2018, the Group’s EMC Schepkina Hospital received Joint Commission International (“JCI”) accreditation 

covering all of its business processes. In 2021, EMC Schepkina Hospital has passed JCI re-accreditation. The JCI 

accreditation is renewed every three years. The Group’s hospitals (except for the Family Medical Centre at 

Solntsevo) have an International Organisation for Standardisation (“ISO”) 9001:2015 certification and ISO 

45001:2018 certification (renewed in March 2021).  

Any failure to obtain, maintain or renew any of the Group’s licenses, certifications or accreditations could have a 

materially adverse effect on the Group’s business, financial condition, operations and prospects, and the trading 

price of the GDRs.  

The Group is subject to environmental, and health and safety laws and regulations and may be exposed to 

significant liabilities if it fails to comply with such laws and regulations 

The Group is subject to various federal and regional environmental, and health and safety laws and regulations, 

and has incurred, and will likely continue to incur, substantial costs related to compliance with these laws and 

regulations. The principal environmental, and health and safety laws and regulations applicable to the Group’s 

operations relate to the management of regulated materials, hazardous waste, low-level radioactive and other 

medical waste, and hazardous and flammable equipment and the management of buildings in which the Group’s 

healthcare facilities are located. Despite seeking strict adherence to safety standards, the Group’s employees may 

be harmed or environmental damage may occur as a result of the Group’s activities. Waste in some healthcare 

facilities may be disposed of improperly (for example, because of misconduct or mistakes of employees or third-

party contractors or due to other reasons) and damages may be incurred as a result. The Group may be subject to 

requirements related to remedying contamination caused by the introduction of hazardous substances and other 

regulated materials that have been released into the environment at properties now or formerly owned or operated 

by the Group, or at properties where such substances and materials were sent for off-site treatment or disposal if 

contamination was due to the misconduct of the Group’s employees. Liability for the costs of investigation and 

remediation may be imposed without regard to fault and, under certain circumstances, on a joint and several basis 

and such costs can be substantial. Therefore, any material violation of environmental or health and safety laws and 

regulations may expose the Group to significant liabilities, which could have a material adverse effect on the 

Group’s business, financial condition, results of operations or prospects, and the trading price of the GDRs.  

The Group does not have certain types of insurance coverage, which may be customary in the United States 

and Western Europe, and may not be able to obtain similar insurance coverage in the future 

Many forms of insurance coverage that are readily available in more developed countries are not yet available in 

Russia or are not available on comparable terms as in the United States or Western Europe. Due to the relative 

underdevelopment of the Russian insurance market, the Group, for example, does not currently have any business 

interruption insurance coverage. The Group may not be able to obtain any such insurance coverage in the future 

and, if a loss results due to a business interruption event, the Group may have to incur damages related to such an 

event. 

The Russian Healthcare Law provides key principles, whereas the actual procedures for obtaining medical liability 

insurance and other technical requirements are expected to be specified in future legislative acts, which, as at the 

date of this Offering Memorandum, have not yet been adopted. There can be no assurance that such legislation 

will not be adopted in the near future, and, as a result, that the Group will not be required to purchase additional 

costly medical liability insurance.  

Therefore, a loss resulting from an event not currently covered by an insurance policy or the introduction of 

legislation requiring a costly mandatory insurance policy may have a material adverse effect on the Group’s 

business, financial condition, results of operations or prospects, and the trading price of the GDRs. 

Malpractice or other negligent acts by the Group’s medical personnel may subject the Group to medical 

malpractice and other claims 

Healthcare providers are routinely subject to lawsuits claiming negligence and treatment errors. While malpractice 

lawsuits are less prevalent in Russia than in Western countries, the number of claims is growing and liability for 

claims facing healthcare providers in Russia may increase. The medical procedures performed by physicians and 

other medical personnel in the Group’s healthcare facilities may involve significant complications, including 

fatalities. In recent years, plaintiffs brought actions against the Group and other Russian healthcare providers 
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alleging medical malpractice or other injuries. To date, none of the actions against the Group’s healthcare facilities 

and/or physicians have involved significant defence costs or resulted in large malpractice claims being awarded, 

however, there can be no assurance that the Group will not face significant claims in the future or that it will be 

able to successfully defend against such claims. Although the Group will continue to defend itself against claims 

and lawsuits, an unsuccessful resolution of such matters could require the Group to pay substantial amounts 

associated with litigation, judgments or settlements. Regardless of their merit, these types of lawsuits could also 

harm the Group’s reputation and the goodwill associated with its brand, result in the loss of its medical personnel 

and require significant time and attention from its management. Any of these outcomes could have a material 

adverse effect on the Group’s business, results of operations, financial condition or prospects, and the trading price 

of the GDRs. 

Patients may contract serious communicable infections or diseases at the Group’s healthcare facilities 

The Group’s operations involve the treatment of patients with a variety of infectious diseases. Previously healthy 

or uninfected people may contract serious communicable diseases such as influenza, norovirus, salmonella, 

Methicillin-resistant Staphylococcus Aureus (MRSA) or tuberculosis, or become infected with COVID-19 in 

connection with their stay at or visit to the Group’s healthcare facilities. This could result in significant claims for 

damages against the Group and, as a result of reports and press coverage, to a corresponding loss of reputation. 

Furthermore, these infections could also affect the Group’s employees and reduce the treatment and care capacity 

or cause a shutdown of the Group’s healthcare facilities. In addition to claims for damages, any of these events 

may also constrain the Group’s operations, due to regulatory restrictions or the withdrawal of permits and 

authorisations, and may result, through a loss of reputation, in lower utilisation of the Group’s healthcare facilities, 

which could have a material adverse effect on the Group’s business, financial condition, results of operations or 

prospects, and the trading price of the GDRs. 

Risks Relating to the Group’s Financial Condition 

The Company is a holding company and its ability to pay dividends and meet its financial obligations depends 

on the receipt of funds from its subsidiaries 

The Company operates entirely through its subsidiaries. As a result, the Company’s financial condition depends 

almost entirely on the financial condition of its subsidiaries. The Company is dependent upon dividends and other 

payments, including loans, from its subsidiaries to generate the funds necessary to meet its financial obligations, 

including the payment of dividends, if any, on its shares and the payment of principal and interest on any of its 

borrowings. The Company’s subsidiaries may, from time to time, be subject to restrictions on their ability to make 

such payments to the Company as a result of regulatory, fiscal and other restrictions. There can be no assurance 

that the Company will receive sufficient funds from its subsidiaries to meet its financial obligations or to pay 

dividends in respect of the GDRs. 

The Company may be unable to pay dividends or make distributions due to contractual or legal constraints 

Following the completion of the Offering, the Company (whose principal assets are the shares of its subsidiaries) 

will rely primarily on dividends and other statutorily and contractually permissible payments from its subsidiaries 

in order to generate reserves necessary to meet its obligations and to pay dividends to shareholders. Future payment 

of dividends by the Company will also depend, among other things, on the Group’s future profits, financial 

position, distributable reserves, holding capital requirements, general economic conditions and other factors that 

the Board of Directors deems significant from time to time. The regulatory systems under which the Group 

operates, and certain contractual arrangements to which the Company’s subsidiaries are party, restrict, to a certain 

extent, their ability to pay dividends and/or to otherwise provide cash to the Company. Such restrictions could 

potentially reduce the pool of cash available to the Company for distribution to holders of GDRs. 

As the Group focuses on providing premium healthcare services, its business, financial condition and results 

of operations are subject to developments in medical treatments, customer preference and spending power, 

consumer demand and sentiment and general economic conditions in the Russian healthcare market 

The Group focuses on providing mid- to high-end healthcare services to its customers at higher prices compared 

with most public hospitals and some private hospitals and clinics that provide similar services in the Russian 

healthcare market. The Group mainly targets customers who are willing to pay a premium for high-quality medical 

treatment and healthcare services. However, with the introduction of new medical treatments which the Group 

currently does not offer, the Group may lose customers who are interested in such new treatments. In addition, the 

Group’s business may also be materially and adversely affected if any economic downturn were to result in 

customers reducing their spending on mid- to high-end healthcare services and becoming less willing to pay for 

premium class services. The Group is more susceptible to changes in customer preference and spending power, 

consumer demand and sentiment and general economic conditions in the Russian healthcare market than some of 

its competitors who provide similar services at lower prices. The demand for the Group’s healthcare services may 
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reduce due to competition, economic or market changes and other factors. Customers may also choose not to 

undertake some of the Group’s treatments, procedures or services that are not considered medically necessary such 

as postpartum recovery services and nursing services. As a result, any adverse change in customer preference, 

consumer spending power and economic conditions in the Russian healthcare market may materially and adversely 

affect the Group’s business, results of operations, financial condition or prospects, and the trading price of the 

GDRs. 

The Group's accounting and reporting systems are not fully integrated or automated 

The Group does not yet have a fully integrated or automated information system for the preparation of IFRS 

financial data, and consequently a fully developed system of internal controls over IFRS financial reporting. 

Group's lack of fully integrated and automated information system for the preparation of IFRS financial data and 

related controls that have been in operation for an extended period of time may adversely impact the timely 

production of accurate IFRS financial information, which could have a material adverse effect on the Group’s 

business, financial condition, results of operations or prospects, and the trading price of the GDRs. 

The Group may not be able to protect its brand names and trademarks 

The Group has certain brand names and trademarks that it uses in its business, including the “European Medical 

Center”, “EMC”, “GEMC”, “ECSTO”, “EDC”, “EPC”, “ECAD”, “EDAC”, “EHC”, “UMG”, “EIMD”, “SENIOR 

GROUP” and “UMC”. The Group believes that its reputation and brand are associated with these names and that 

this association has contributed to the success of its business. Marketing activities that are carried out to promote 

the Group’s products and services and to strengthen its position within the industry depend on the association of 

these names with the Group’s reputation, and these names may be damaged if they were used by third parties 

whose reputation or brand are associated with quality below that of the Group. If the Group fails to protect its 

brand identities, or if the Group fails to properly supervise the use of, and compliance with, its brands by third 

parties, the market recognition of the Group’s brands and trademarks may deteriorate. The Group has obtained 

registered trademark protection for the “European Medical Center”, “EMC”, “GEMC”, “ECSTO”, “EDC”, “EPC”, 

“ECAD”, “EDAC”, “EHC”, “UMG”, “EIMD”, “SENIOR GROUP” and “UMC” and logos and certain other 

brands in Russia. In the event that the Group’s current trademarks are amended, revoked or expire, or if any of the 

Group’s applications for the registration of its trademarks are unsuccessful, delayed or granted subject to 

limitations, this could significantly affect the Group’s ability to protect its brands and may result in adverse 

reputational damage from third parties. 

The Group faces risks associated with undertaking PPP projects 

The Group believes that public-private-partnership (“PPP”) projects are attractive business opportunities that have 

a high return potential. An increasing number of projects in Russian Federation are being completed under the PPP 

model. As such, the Group has undertaken and expects to continue to undertake PPP projects in the future. 

However, the Group has limited experience in undertaking PPP projects, including with respect to assessing risks 

in connection with such projects. Risks associated with PPP projects include the discrepancy of cash outflow 

during the construction and ramp up phases of the project and cash inflow following the completion of the project, 

which may put pressure on the Group’s liquidity. The Group may be required to borrow funds necessary to 

complete its PPP projects. If the Group is unable to obtain the necessary financing on commercially acceptable 

terms, then it may require longer construction and ramp up periods and larger working capital requirements or 

may be unable to complete the projects at all. The Group may also have disputes with its partners in PPP projects, 

including the inappropriate use of MHI funds that may result in fines and claims for paying back such allegedly 

inappropriately used funds.  

PPP projects also depend on government policies relating to public-private participation and the sharing of risks 

and returns from these projects with partners in PPP projects. Changes in government policies may, to a certain 

extent, limit the Group’s ability to profit from its PPP projects.  

If the Group is unable to execute PPP projects to generate sufficient, or any, returns on the Group’s investment, it 

may materially and adversely affect the Group’s business, results of operations, financial condition or prospects, 

and the trading price of the GDRs. 
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Risks Relating to Russia  

Almost all of the Group’s assets are located in Russia, which is an emerging market. Investors in emerging markets 

should be aware that these markets are subject to greater risk than more developed markets, including, in some 

cases, significant economic, political, social and legal risks. Investors should also note that emerging economies, 

such as Russia, are subject to rapid change and that the information set forth herein may become outdated 

relatively quickly. 

Political risks 

Political risks could adversely affect the value of investments in Russia 

While the political situation in Russia has been relatively stable since 2000, future policy and regulation may be 

less predictable than in less volatile markets. Any future political instability could result in a worsening overall 

economic situation, including capital flight and a slowdown in investment and business activity. In addition, any 

change to the Russian government or its programme of reform or lack of consensus between the Russian President, 

the Prime Minister, the Russian government, the Parliament and powerful economic groups could lead to political 

instability and a deterioration in Russia’s investment climate that might limit the ability of the Group to obtain 

financing in international capital markets or otherwise have a material adverse effect on the Group’s business, 

results of operations, financial condition or prospects, and the trading price of the GDRs. 

Russia is a federative state consisting of 85 constituent entities, or “subjects”. The Russian Constitution reserves 

some government powers for the Russian federal government, some for the subjects and some for areas of joint 

competence. In addition, eight “federal districts” (“federal’nye okruga”), which are overseen by a plenipotentiary 

representative of the President, supplement the country’s federal system. The delineation of authority among and 

within the subjects is, in many instances, unclear and contested, particularly with respect to the division of tax 

revenues and authority over regulatory matters. Subjects have enacted conflicting laws in areas such as 

privatisation, land ownership and licensing. For these reasons, the Russian political system is vulnerable to tension 

and conflict between federal, subject and local authorities. This tension creates uncertainties in the operating 

environment in Russia, which may prevent businesses from carrying out their strategy effectively. 

In addition, ethnic, religious, historical and other divisions have occasionally given rise to tensions and, in certain 

cases, military conflict. Moreover, various acts of terrorism have been committed within Russia. The risks 

associated with these events or potential events could materially and adversely affect the investment environment 

and overall consumer and entrepreneurial confidence in Russia, which, in turn, could have a material adverse effect 

on the Group’s business, results of operations, financial condition or prospects, and the trading price of the GDRs. 

The current political instability relating to Ukraine and related sanctions imposed by the U.S. and the EU may 

have a material adverse effect on the Group 

In late 2013 and the first half of 2014, deteriorating economic conditions and general social unrest provoked a 

wide-scale crisis in Ukraine with armed confrontations between various political groups. Amid concerns of a 

possible civil war and alleged discrimination against ethnic Russians in predominantly Russian-speaking regions, 

such as the Crimean peninsula and south-eastern parts of continental Ukraine, on 1 March 2014, the Russian 

Parliament officially authorised the use of Russian military force in Ukraine. Following a public referendum on 

18 March 2014, the Crimean peninsula and the city of Sevastopol, the historic base of the Russian Black Sea Fleet, 

became new separate constituents of Russia. 

In response to the perceived role of Russia in events in Ukraine and Crimea, the U.S. and the EU (as well as other 

nations, such as Canada, Switzerland, Australia and Japan) imposed sanctions on certain Russian and Ukrainian 

persons and entities. A number of Russian government officials, entrepreneurs, banks and companies, as well as 

companies owned or controlled by such persons or entities or certain entities that provide assistance to prohibited 

actions by such entities or persons have been subject to blocking sanctions. The sanctions have imposed a freeze 

on all assets of the blocked persons and prohibited a broad range of transactions and other dealings (including the 

provision of services) for the benefit of the sanctioned persons, in each case involving U.S. persons or legal entities 

or any direct or indirect action within the United States (including the clearing of U.S. dollar payments through 

the U.S. financial system). 

Furthermore, the EU and U.S. have imposed sanctions on entities operating in certain sectors of the Russian 

economy, in particular in the financial, oil and gas, defence and related materials sectors. As regards the financial 

sector, the EU and U.S. imposed prohibitions on transactions by EU and U.S. persons and within the EU and U.S. 

in connection with providing financing for, or otherwise dealing in, debt with a maturity of more than 30 days or 

equity, if that debt or equity is issued on or after the prescribed dates by, or on behalf of, or for the benefit of, 

named persons, their property, or their interests in property. These prohibitions were applied to transactions with 

Vnesheconombank (VEB), Gazprombank, Bank of Moscow, Sberbank, Rosselkhozbank and VTB in the financial 
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sector, Novatek, Rosneft, Transneft and Gazprom Neft in the oil and gas sector and Rostec in the defence and 

related materials sectors. Moreover, the EU and U.S. prohibited the provision, export, and re-export, directly or 

indirectly, of goods, services (except for financial services) and technology in support of exploration or production 

for deepwater, Arctic offshore or shale projects that have the potential to produce oil in Russia and involve any 

named person in the Russian energy sector, its property, or its interests in property. These persons in the oil and 

gas sector include Gazprom, Gazprom Neft, Lukoil, Surgutneftegas and Rosneft. On 20 June 2017, the U.S. 

expanded the list of Russian companies and individuals placed under the sanctions regime.  

In July 2017, the U.S. Congress adopted the Countering America’s Adversaries through Sanctions Act, which was 

signed into law by President Trump on 2 August 2017 (“CAATSA”). CAATSA, among other things, (a) codifies 

the existing sanctions against Russia established by former President Obama’s executive orders, reduces the 

permitted terms of financing under the existing sectoral sanctions and restricts supplies of equipment and services 

for new deepwater, Arctic offshore, and shale projects anywhere in the world in which a Russian sanctioned entity 

holds an interest of 33% or more; (b) gives the U.S. Treasury Secretary the power to impose sanctions against 

state-owned companies in Russia in the railways, metals, and mining sectors of the Russian economy; (c) requires 

the U.S. President, subject to the ability to claim a national interest waiver, to impose certain secondary sanctions 

that were discretionary under the existing U.S. sanctions legislation (including, but not limited to, secondary 

sanctions for investing in or supporting special Russian crude oil projects and the facilitation of transactions on 

behalf of Russian Specially Designated Nationals); (d) allows the U.S. President to introduce secondary sanctions 

on foreign persons (including those that invest in the construction or servicing of Russian energy export pipelines); 

and (e) requires the U.S. President, subject to the ability to claim a national interest waiver, to impose asset-

blocking and travel sanctions, including certain secondary sanctions, on any person who knowingly engages in 

significant activities that undermine the cybersecurity of any person or government, including a democratic 

institution, on behalf of the Russian government. If implemented by the U.S. President, these sanctions may have 

a material adverse effect on the Russian financial markets, the investment climate and the Russian economy 

generally. 

The CAATSA also requires the U.S. administration to submit various reports to the U.S. Congress, including 

reports on oligarchs and parastatal entities (submitted on 29 January 2018 under Section 241 of the CAATSA (the 

“Section 241 Report”)), on the effects of expanding sanctions to include sovereign debt and derivative products, 

and on illicit finance, which could lead to further sanctions. Although inclusion of any person (or any family 

members of an individual categorised as such a person) in the Section 241 Report does not automatically lead to 

the imposition of sanctions on such person or the entity controlled by them, it may negatively affect the perception 

of such person, entity, or their business activities. As at the date of this Offering Memorandum, none of the 

individuals controlling the Group was included into the Section 241 Report. 

On 6 April 2018, the U.S. Department of the Treasury’s Office of Foreign Assets Control (“OFAC”) added 38 

Russian oligarchs (including, among others, Oleg Deripaska and Victor Vekselberg), officials and entities 

(including EN+ Group plc, United Company RUSAL plc and Renova Group, among other businesses, some of 

which are entities with securities listed on the London Stock Exchange, the Hong Kong Stock Exchange and the 

Moscow Exchange) to its List of Specially Designated Nationals and Blocked Persons (“SDN List”), issued 

guidance on the application of these new sanctions, and published General License 12 and General License 13 for 

the wind-down of certain activities related to these SDNs. These new sanctions could have a significant impact on 

business dealings with the respective SDNs and the entities in which these SDNs have interests. Further, the 

sanctions may herald a new course of implementation and interpretation of U.S. sanctions targeting Russia due to 

the nature of the targets, the scope of prohibitions and the potentially unpredictable ramifications. It is currently 

unclear how long these sanctions will remain in place and whether further sanctions will be imposed. 

None of the individuals controlling the Group or the Group’s subsidiaries has been designated by either the U.S. 

or the EU as a specific target of their sanctions imposed in connection with the Ukraine crisis. However, no 

assurance can be given that any of those persons or entities will not be so designated in the future, or that broader 

sanctions against Russia that affect the Group will not be imposed. Although none of the Group’s subsidiaries is a 

U.S. person, some entities are EU persons and are therefore required to comply with the EU sanctions, including 

not conducting business with any sanctioned persons. None of the proceeds from the Offering will be used to fund 

activities or persons that are subject to sanctions introduced by the U.S. and the EU. 

As all of the Group’s subsidiaries are neither U.S. persons nor EU persons, and, therefore, are restricted in dealings 

with sanctioned persons only to the extent those dealings are subject to U.S. and/or EU jurisdiction, such as through 

the involvement of U.S. and/or EU persons or entities, business conducted on the territory of the U.S. or EU, 

clearing in U.S. dollars, or through some other nexus to the relevant jurisdiction. However, there can be no 

assurance that compliance issues under applicable U.S. and/or EU regulation, measures or similar laws and 

regulations will not arise in relation to the Group or its personnel. Non-compliance with applicable sanctions could 

result in, among other things, the inability of the relevant subsidiaries of the Group to contract with the U.S. and/or 
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https://communications.freshfields.com/EmailMarketing/Link.aspx?link=054b2bf2-9ffb-4283-acba-684005c80f8b&nid=24c37328-620c-4730-bee0-dce30b019aa0&clid=6187373f-5e9c-413c-b4c5-4b8cc261a071&cid=71596615-d08e-41c1-b2ee-ab6c838c08a2&ce=JGSHaok1Llv9bVNWK301YKxiKjR%2bfYlNRu%2bpRWvfz44%3d
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EU governments or their agencies, the civil or criminal liability of such entities and/or their personnel under U.S. 

and/or EU law, significant fines, and negative publicity and reputational damage. In addition, should the Group’s 

dealings with sanctioned counterparties become material, the Group’s ability to transact with U.S. or EU persons 

could be affected, even though such dealings would comply with applicable law. As a result, the ability of 

subsidiaries of the Group to raise funding from international financial institutions or the international capital 

markets may be inhibited. 

The sanctions imposed by the U.S. and the EU in connection with the Ukraine crisis have so far had an adverse 

effect on the Russian economy prompting revisions to the credit ratings of Russia and a number of major Russian 

companies that are ultimately controlled by Russia, causing extensive capital outflows from Russia and impairing 

the ability of Russian issuers to access international capital markets. The governments of the U.S. and certain EU 

member states, as well as certain EU officials, have indicated that they may consider additional sanctions should 

tensions in Ukraine continue.  

Further confrontation in Ukraine and any escalation of related tensions between Russia and the U.S. and/or the 

EU, the imposition of further sanctions, or continued uncertainty regarding the scope thereof, could have a 

prolonged adverse impact on the Russian economy. In addition, Russia’s involvement in the armed conflict in 

Syria since September 2015 may put further pressure on relations between Russia and other countries. For 

example, on 24 November 2015, a Turkish fighter jet shot down a Russian bomber aircraft near the Turkish-Syrian 

border. The incident resulted in a bilateral crisis, with Russia imposing economic sanctions against Turkey. This 

has led to a decrease in export/import and investment activity between the countries. Russia’s involvement in the 

conflict in Syria could lead to a further escalation of geopolitical tensions, the possible introduction or expansion 

of international sanctions against Russia by other countries and an increased risk of terrorist attack. These impacts 

could be more severe than those experienced to date. In particular, should either the U.S. or the EU expand their 

sanctions to include existing or future clients, suppliers or other counterparties of the Group, a large sector of the 

Russian economy or otherwise, such an expansion could result in the Group’s dealings with designated persons, 

if any, being materially adversely impacted, the suspension or potential curtailment of business operations between 

the Group and the designated persons, and substantial legal and other compliance costs and risks for the Group’s 

business operations.  

Furthermore, in August 2018, under the Chemical and Biological Weapons Control and Warfare Elimination Act, 

the U.S. Department of State introduced additional sanctions in response to Russia’s alleged involvement in the 

poisoning of former Russian intelligence officer Sergei Skripal and his daughter Yulia in Salisbury, UK, in March 

2018. The restrictions provided for a total ban on the supply of electronic devices and other dual-use products to 

Russia and established a 90-day deadline for Russia to provide assurances to the U.S. that it was no longer using 

chemical or biological weapons, would not do so in the future and would be willing to allow onsite inspections by 

observers from international organisations. In November 2018, the U.S. Department of State declared its intention 

to impose such additional sanctions following Russia’s alleged failure to provide the relevant assurances. On 2 

August 2019, OFAC issued a directive that, among other things, prohibited U.S. banks from participating in the 

primary market for non-Rouble denominated bonds issued by the Russian sovereign and also prohibited U.S. banks 

from lending non-Rouble denominated funds to the Russian sovereign. 

In response to the U.S. sanctions introduced on 6 April 2018, on 13 April 2018, draft Federal Law “On measures 

of reaction (counteraction) against unfriendly actions of the United States and/or other foreign states” was 

submitted to the Russian State Duma. In June 2018, the Federal Law “On measures of affect (counteraction) in 

connection with unfriendly actions of the United States and/or other foreign states” (“Federal Law No. 127-FZ”) 

entered into force. Federal Law No. 127-FZ provides for the introduction of certain economic measures, including, 

among others, prohibition and/or restrictions on the import (export) into Russia of particular U.S.-made products 

or materials. A list of the respective products and materials is expected to be introduced by the Russian government 

in the near future. However, the relevant restrictions are not expected to apply to life-critical products 

manufactured from supplements produced outside Russia or in other countries not subject to Federal Law No. 127-

FZ.  

In October 2020, the EU introduced new sanctions against a number of Russian officials in response to the 

poisoning of Alexei Navalny, a Russian opposition activist. In March 2021, following sentence of Mr Navalny to 

time in prison in February 2021, the EU and the U.S. introduced sanctions in respect of a number of Russian 

officials and certain research institutes and companies, with the U.S. also introducing a prohibition on the export 

of defence technologies into Russia. 

In April 2021, the President of the U.S. signed the Executive Order on Blocking Property with Respect to Specified 

Harmful Foreign Activities of the Government of the Russian Federation (the “April 2021 Executive Order”), 

introducing additional sanctions in connection with certain alleged actions of the Russian Government, including 

alleged attempts to influence the 2020 U.S. presidential election. Pursuant to the April 2021 Executive Order, the 
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United States Department of Treasury issued a directive prohibiting U.S. financial institutions from participation 

in the primary market for Rouble or non-Rouble denominated bonds issued after 14 June 2021 by the CBR, the 

National Wealth Fund of the Russian Federation, or the Ministry of Finance of the Russian Federation. In addition, 

the United States Department of Treasury introduced sanctions against six Russian technology companies 

allegedly involved in providing support to the Russian intelligence services’ cyber program. Other measures 

introduced pursuant to the April 2021 Executive Order include targeted sanctions against 32 Russian entities and 

individuals and expulsion of certain Russian diplomatic personnel from the U.S. 

As a medical services provider operating in Russia, the Group may, from time to time, treat patients or otherwise 

engage with persons or entities which may be subject to sanctions. Whilst the Group believes such interactions 

and/or engagements are immaterial in the context of its overall business and that all such interactions and/or 

engagements are permissible pursuant to applicable sanctions regimes, should the sanctions regime in respect of 

these persons or entities be widened or should new and/or secondary sanctions be introduced in respect of the 

above and/or in respect of the Group’s other major suppliers or counterparties, the Group’s business could be 

adversely affected. 

Furthermore, any potential conflicts with other countries and the risks associated with these events could materially 

and adversely affect the investment environment in Russia. For example, the Ukraine crisis has also resulted in the 

deterioration of Russia’s relations with other countries, including members of the EU and U.S. The emergence of 

new, or an escalation of existing, tensions between Russia and other countries could negatively affect economies 

in the region, including the Russian economy, and could have a material adverse effect on the Group’s business, 

the financial condition and results of operations and may lead to reduced liquidity, trading volatility and a negative 

effect on the Group’s ability to raise debt or equity capital in the international capital markets. All of the above 

could have a material adverse impact on the Group’s business, results of operations, financial condition or 

prospects, and the trading price of the GDRs. 

Emerging markets are subject to different risks as compared to more developed markets 

Emerging markets such as Russia are subject to different risks as compared to more developed markets, including, 

in some cases, increased political, economic and legal risks. Emerging market governments and judiciaries often 

exercise broad, unchecked discretion and are susceptible to abuse and corruption. Generally, investment in 

emerging markets is only suitable for sophisticated investors who fully appreciate the significance of the risks 

involved in, and are familiar with, investing in emerging markets. Emerging markets such as Russia are subject to 

rapid change, and the information set out herein may quickly become outdated. 

Moreover, financial turmoil in any emerging market country tends to adversely affect the value of investments in 

all emerging market countries as investors move their money to more stable, developed markets. As has happened 

in the past, financial problems or an increase in the perceived risks associated with investing in emerging 

economies could dampen foreign investment in Russia and adversely affect its economy. In addition, during such 

times, companies in emerging markets can face severe liquidity constraints as foreign funding sources are 

withdrawn. 

Investments in Russia may be adversely affected by fluctuations in the global economy 

The Russian economy is vulnerable to market downturns and economic slowdowns elsewhere in the world. Since 

Russia is one of the world’s largest producers and exporters of oil, natural gas, metal products and other 

commodities, the Russian economy is especially sensitive to commodity prices on the world markets. The sharp 

decrease in prices for natural resources in 2014-2016 and 2020 resulted in a significant decrease in revenues for 

the Russian government, which had a negative effect on the Russian economy. Commodity prices continue to be 

volatile, and future fluctuations in the global markets could substantially limit the Group’s access to capital and 

could adversely affect the financial condition of the Group and its customers, which could have a material adverse 

effect on the Group’s business, results of operations, financial condition or prospects, and the trading price of the 

GDRs.  

Economic Risks 

Economic risks could adversely affect the value of investments in Russia 

The Russian economy has been subject to abrupt downturns in the past. In addition, as Russia produces and exports 

large quantities of crude oil, natural gas, metal products and other commodities, the Russian economy is 

particularly vulnerable to fluctuations in the prices of commodities on the world market. 

The Russian economy and banking sector faced a number of serious challenges in 2014 and 2015. From July 2014 

to the end of 2015, oil prices decreased by more than a half, which caused a shock to the Russian economy due to 

the deterioration in trade conditions for Russia, and the Rouble depreciated sharply against the U.S. dollar. In 

addition, the geopolitical tensions that began in March 2014 due to events in Ukraine led to economic sanctions 
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being adopted against Russia by, among others, the EU and the U.S. Investors have therefore become more 

cautious in investing in Russia and the cost of foreign debt for Russian companies has risen significantly. The 

Russian economy could also be adversely affected by market downturns and economic crises or slowdowns 

elsewhere in the world, including by those resulting from the COVID-19 pandemic. These negative developments 

continued to affect the Russian economy in 2021. See also “—Risks Relating to Russia —Political risks —The 

current political instability relating to Ukraine and related sanctions imposed by the U.S. and the EU may have a 

material adverse effect on the Group” and “—Risks Relating to the Group’s Business and Industry —The 

implications of the COVID-19 pandemic and the disruption caused by various countermeasures could have a 

material adverse effect on the Group’s financial condition”. 

If Russia were to return to heavy and sustained inflation, the Group’s results could be adversely affected 

During the period from 2017 to 2021, the consumer prices index in Russia measured by Rosstat was 2.5% in 2017, 

4.3% in 2018, 3.0% in 2019, 4.9% in 2020 and 2.1% in 2021 (up to 31 March 2021). Although currently inflation 

remains at a low level, a return to heavy and sustained inflation could lead to market instability, new financial 

crises, reductions in consumer purchasing power and the erosion of consumer confidence. Any of these events 

could lead to decreased demand for the Group’s services and have a material adverse effect on the Group’s 

business, results of operations, financial condition or prospects, and the trading price of the GDRs. 

The Russian banking system remains underdeveloped 

Russia’s banking and other financial systems may be less developed or regulated than those in some other 

jurisdictions. The number of creditworthy Russian banks is currently limited. Although the CBR has the mandate 

and authority to suspend banking licences of insolvent banks, many insolvent banks still operate. Many Russian 

banks also do not meet international banking standards, and the transparency of the Russian banking sector still 

does not meet internationally accepted norms. In the last three years, a number of Russian non-state banks 

experienced rapid expansion through acquisitions of smaller, often undercapitalised players, with funding provided 

by the state, which contributed to liquidity issues for some of them. For example, several major Russian banks, 

such as Trust Bank, PJSC Otkritie Financial Corporation, PJSC B&N Bank and JSCB Moscow Industrial Bank 

PC, were subject to government bailouts. The deficiencies in the Russian banking sector, combined with liquidity 

shortages and the deterioration in the credit portfolios of Russian banks, may result in the banking sector being 

more susceptible to any worldwide credit market downturn and economic slowdown. A prolonged or serious 

banking crisis, or the bankruptcy of a number of Russian banks, could have an adverse material affect the Group’s 

business and the Group’s ability to access financing or complete banking transactions in Russia. 

Social Risks 

Social risks could adversely affect the value of investments in Russia 

Emerging markets such as Russia are prone to social risks and increased lawlessness. High levels of corruption 

reportedly exist in Russia, including the bribing and collusion of officials for the purpose of initiating 

investigations by government agencies. For example, should the Group enter into legal proceedings to recover a 

bad debt, such debtor may engage in illegal measures, including corruption, to obstruct proceedings in relation to 

such claim. Corruption and other illegal activities could disrupt the Group’s ability to conduct its business 

effectively, and claims that the Group was involved in such corruption or illegal activities could generate negative 

publicity, either of which could harm the Group’s business.  

In addition, in the past, rising unemployment, forced unpaid leave, wages in arrears and weakening economies 

have sometimes led to labour and social unrest, a mood of protest, and a rise in nationalism against migrant workers 

and could do so again in the future. Such labour and social unrest could disrupt ordinary business operations, which 

could also materially adversely affect the Group’s business, results of operations, financial condition or prospects, 

and the trading price of the GDRs. 

Publicly available data may be unreliable 

The Group has derived substantially all of the information contained in this Offering Memorandum concerning its 

competitors and market share from publicly available information and has relied on the accuracy of this 

information without independent verification. 

In addition, some of the information contained in this Offering Memorandum has been derived from official data 

of Russian government agencies and the CBR. Some of the official data published by Russian federal, regional 

and local governments may not be complete or researched to the same standard as it would be in Western countries. 

The veracity of some official data released by the Russian government may be inaccurate. Official statistics may 

also be produced to a different standard than those used in Western countries. Any discussion of matters relating 

to Russia in this Offering Memorandum must, therefore, be subject to uncertainty due to the potential inaccuracy 

of available official and public information. 
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Risks Relating to the Russian Legal System and Legislation 

Legal risks could affect the value of investments in Russia 

Russia is still developing the legal framework required by a market economy. Business activities are subject to the 

rules of federal laws and decrees, orders and regulations issued by the President, the Russian parliament, the 

Russian government, the federal ministries and regulatory authorities, which are, in turn, complemented by 

regional and local rules and regulations. These legal regulations sometimes overlap or contradict one another. 

Several fundamental Russian laws have only become effective within the past five to ten years, and many have 

recently been amended. The relatively recent nature of numerous Russian legislative acts and the rapid evolution 

of the Russian legal system may result in ambiguities and inconsistencies in the enactment of laws and may 

ultimately result in investment risks that do not exist in more developed legal systems. 

Among the risks of the Russian legal system are: inconsistencies among laws, presidential decrees, and 

government and ministerial orders and resolutions; conflicting local, regional and federal laws and regulations; the 

untested nature of the independence of the judiciary and its sensitivity to economic and political influences; 

substantial gaps in the regulatory structure due to a delay in the implementation, or absence, of legislation; a high 

degree of discretion on the part of government authorities; reported corruption within government authorities; the 

relative inexperience of judges and courts in interpreting laws applicable to complex transactions; and the 

unpredictability of enforcement of foreign judgments and foreign arbitral awards. Many Russian laws and 

regulations are construed in a way that provides for significant administrative discretion in application and 

enforcement. All of these weaknesses could adversely affect the value of investments in Russia. 

The independence of the Russian judiciary and its immunity from economic and political influences remains 

questionable. The Russian court system is understaffed and underfunded. Judges and courts are generally 

inexperienced in business and corporate law. Russia is a civil law jurisdiction where court precedent generally has 

no binding effect on subsequent decisions. Many court decisions are not readily accessible by the public. The 

Russian judiciary can be slow or unjustifiably swift, and enforcement of court orders can be very difficult. 

Moreover, parties often use legal claims to further political objectives or special interests, which may result in 

frivolous and arbitrary litigation and court decisions. The Russian government may attempt to invalidate court 

decisions by retroactively applying relevant legislative changes. All of these factors make judicial decisions in 

Russia unpredictable and effective redress uncertain. 

The uncertainties also extend to property rights. During its transition from a centrally planned to a market economy, 

Russia enacted laws to protect private property against expropriation and nationalisation. However, due to a lack 

of experience in enforcing these provisions and political pressure, Russian courts might not enforce these 

protections in the event of an attempted expropriation or nationalisation, which may also be arbitrary or driven by 

politics or special interests. Expropriation or nationalisation of any of the Group’s entities, their assets or portions 

thereof, potentially without adequate compensation, would have a material adverse effect on the Group’s business, 

results of operations, financial condition or prospects, and the trading price of the GDRs. 

The law relating to Russian corporate governance and control is subject to inconsistent application and may be 

difficult to enforce 

The Group’s operating subsidiaries are organised and exist in Russia and hold their assets in Russia. Therefore, 

corporate actions by such companies, and the rights of the Company as their controlling shareholder, are subject 

to mandatory rules of Russian corporate law. Corporate governance standards in Russia are not as developed as 

corporate governance standards in Western European countries or the United States and generally provide less 

protection for investors. For example, corporate governance practices in Russia have suffered from a lack of 

transparency and information disclosure (both to the public and to shareholders), a lack of independence of 

directors and insufficient regulatory oversight and protection of shareholder rights. Moreover, Russian corporate 

law generally favours the major shareholders. In addition, as with other areas of Russian law, the Russian courts’ 

interpretation of corporate law concepts is, at times, inconsistent and subject to inconsistent application. 

Consequently, the Group may be subject to an increased burden in seeking to comply with all reasonably possible 

interpretations of such requirements or may find itself in formal non-compliance with such requirements.  

Certain transactions involving the Company may be subject to Russian laws relating to investment in Russian 

strategic companies  

As one of the Group’s Russian subsidiaries holds licences for certain activities (such as relating to constructing 

radioactive sources and handling of radioactive substances during their transportation) which are “strategic 

activities” under Federal Law No. 57-FZ “On the Procedure for Making Foreign Investments in Business Entities 

of Strategic Importance for the Defence of the Country and the Security of the State” dated 29 April 2008, as 

amended (the “Strategic Investments Law”), such Group’s Russian subsidiary is considered to be a “strategic 

entity” for the purposes of the Strategic Investments Law. The Strategic Investments Law sets forth certain 
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restrictions, and specific procedures, relating to foreign investments in “strategic entities”, including restrictions 

on the acquisition of control over, and certain assets of, “strategic entities” and approvals relating to such 

acquisitions. As a result, an acquisition of a controlling stake in, or other rights of control with respect to the 

Company, or certain assets of the relevant Group’s Russian subsidiary, by foreign investors will generally require 

approval of the Government Commission for Control over Foreign Investments in the Russian Federation chaired 

by the Prime Minister (the “Government Commission”) under the Strategic Investments Law.  

In addition, foreign states, international organisations, persons that do not disclose information on their 

beneficiaries and controlling parties to the FAS and entities controlled by them are prohibited from acquiring 

control over, or certain assets of, “strategic entities”. Moreover, a foreign investor that is a foreign state or an 

international organisation or an entity which is controlled by a foreign state or an international organisation are 

obliged to obtain an approval of the Government Commission before entering into a transaction as a result of 

which such foreign investor (or its group) acquires more than 25% of the voting shares in a “strategic entity” or 

veto rights in relation to a “strategic entity”. Also, pursuant to the recent amendments to the Strategic Investments 

Law the acquisition by a foreign investor, other than a foreign state, an international organisation or entities 

controlled by them, of more than 25% of the voting shares in a “strategic entity” or obtaining veto rights in relation 

to a “strategic entity” requires to disclose to the FAS information on the foreign investor’s beneficiaries and 

controlling parties prior to the acquisition. If beneficiaries and controlling parties are not disclosed, a requirement 

to obtain approval of the Government Commission applies. 

A foreign investor is required to notify the FAS on its acquisition of 5% or more of the shares of a “strategic 

entity”. 

Failure to obtain approval of the Government Commission will either render the relevant transaction void or may 

prevent the relevant foreign investor, or the group of persons including the foreign investor, from voting at 

shareholders meetings of the “strategic entity”. Failure to notify the FAS on the acquisition of 5% or more of the 

shares of a “strategic entity” may prevent the relevant foreign investor, or the group of persons including the 

foreign investor, from voting at shareholders meetings of the “strategic entity”. 

Furthermore, pursuant to recent amendments to Federal Law No. 160-FZ “On Foreign Investments in the Russian 

Federation” dated 9 July 1999, as amended (the “Foreign Investments Law”), any transaction by any foreign 

investor in respect of any Russian legal entity (and not exclusively a “strategic entity”, as defined in the Strategic 

Investments Law) could be subject to review and approval by the Government Commission if so resolved by a 

decision of the Government Commission's chairman. Such decision would be made “with a view for securing 

national defence and security of the state” and would be based on the opinions of the government authorities, 

including the authorities supervising the relevant sectors. There are no explicit criteria or requirements to trigger 

such review and approval, including as to size or structure of a transaction, type of business operations or assets 

of a target Russian entity or even the type of transaction as it is not limited to direct or indirect acquisition of shares 

or participation interests in a Russian company. There is currently very limited guidance as to the exact parameters 

of application of these amendments and, therefore, no assurance can be given that these amendments will not apply 

to any transactions involving the Company that are undertaken by foreign investors. See “Regulatory Matters—

Foreign Ownership”. 

Shareholder liability under Russian corporate law could cause the Company to become liable for the obligations 

of its subsidiaries 

Russian law generally provides that shareholders in a Russian joint stock company or participants in a limited 

liability company are not liable for the obligations of such a company and only bear the risk of loss of their 

investment. This may not be the case, however, when a parent company is a de facto decision maker on behalf of 

the subsidiary. The parent has joint and several liability for transactions entered into by its subsidiary when the 

transaction is either executed at the instruction of the parent or as a result of its consent. Furthermore, a parent is 

secondarily liable for a subsidiary’s debts if the subsidiary becomes insolvent or bankrupt as a result of its fault. 

Also, shareholders of a subsidiary are entitled to recover losses suffered by the subsidiary resulting from the 

parent’s action or inaction that caused such losses. 

As a general rule, any person who holds the power to determine a company’s actions, including the right to direct 

the actions of officers or executives of a company (a “controlling person”), may be held directly liable for losses 

that the company suffers as a result of his or her fault. Any agreement that seeks to limit or waive such liability is 

invalid.  

If the Company becomes liable for its subsidiaries’ debts, it could have a material adverse effect on the Group’s 

business, results of operations, financial condition or prospects, and the trading price of the GDRs.  
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The Group could be subject to arbitrary government action 

State authorities have a high degree of discretion in Russia and, at times, they exercise their discretion arbitrarily, 

without due process or prior notice, and sometimes in a manner that may be not in full compliance with the law or 

that may be influenced by political and other considerations. Unlawful or unilateral state actions could include the 

withdrawal of licences, decrease of tariffs under mandatory health insurance programmes (including for providing 

high tech medical services (“VMP”)), sudden and unexpected tax audits, criminal prosecutions and civil actions. 

Federal, regional and local government entities could also use common defects in matters surrounding transactions, 

share issuance and registration as a basis for court claims and other demands to invalidate such issuances and 

registrations and/or to void transactions, often, to further interests different from the formal substance of the claims. 

In addition, state authorities have, in the past, publicly announced interpretations and regulatory initiatives, which 

significantly influenced certain industries and companies. Any state action, if directed at the Group or its 

shareholders, could have a material adverse effect on the Group’s business, results of operations, financial 

condition or prospects, and the trading price of the GDRs.  

Past transactions of members of the Group may be challenged under mandatory provisions of Russian law. 

The members of the Group and the Group’s shareholders (and their predecessors at different times) have taken a 

variety of actions relating to the Company and other members of the Group including inter alia direct or indirect 

asset and share purchases, establishment of new Russian Group companies and acquisition of control over Group 

companies incorporated and operating in Russia, contributions to Russian Group companies’ share capital and 

incurring of indebtedness. Under Russian law the above transactions and actions, if they exceed certain thresholds 

and/or meet other legal requirements, may trigger mandatory corporate or regulatory approval procedures. 

Execution of a transaction or action taken other than in full compliance with the applicable legal requirements may 

lead to invalidation of any such a transaction and/or action or imposition of liability in relation to such a transaction 

or action. Although the Group believes that it and its shareholders have taken, and continues to take, measures to 

minimise the risk of invalidation of such transactions or actions, the applicable provisions of Russian law are 

subject to different interpretations and there can be no assurance that it would be possible to successfully defend 

any challenge brought against such transactions or actions by competent state authorities, counterparties in such 

transactions, shareholders of the relevant subsidiaries (or their predecessors-in-interest) or other interested parties. 

Invalidation of any such transactions or actions or imposition of any such liability could, individually or in the 

aggregate, have a material adverse effect on the Group’s business, results of operations, financial condition or 

prospects and the trading price of the GDRs. 

Risks Relating to the GDRs, Ordinary Shares and the Trading Market  

The market for the GDRs may be illiquid and the trading price of the GDRs may be volatile 

There is currently no active market for the GDRs. Although the GDRs are expected to be listed on the Moscow 

Exchange, there can be no assurance that after completion of the Offering the market for the GDRs will be liquid 

or sustainable. Active liquid trading markets generally result in lower price volatility and more efficient execution 

of buy and sell orders for investors. The lack of an active market may reduce the market value of the GDRs. The 

lack of an active market may impair investors’ ability to sell their GDRs at the time they wish to sell them or at a 

price they consider reasonable. As a result, investors who purchase GDRs in the Offering may lose part or all of 

their investment.  

The Ordinary Shares underlying the GDRs are not listed and may be illiquid 

Unlike the shares underlying most of the other GDRs traded on the Moscow Exchange, the Ordinary Shares are 

neither listed nor traded on any stock exchange. The Company does not intend to apply for the listing or admission 

to trading of the Ordinary Shares on any stock exchange. As a result, a withdrawal of Ordinary Shares by a holder 

of GDRs, whether by election or due to certain events described under “Terms and Conditions of the Global 

Depositary Receipts”, will result in that holder obtaining securities that are significantly less liquid than the GDRs 

and the price of those Ordinary Shares may be discounted as a result of such withdrawal. 

If closing of the Offering does not take place, purchases of the GDRs will be disregarded and transactions 

effected in the GDRs will be annulled. 

The GDRs have been admitted to listing and trading on the “Level 1” part of the List of Securities Admitted to 

Trading on the Moscow Exchange. The Company expects that the trading on an “as-if-and-when-delivered” basis 

in the GDRs on the Moscow Exchange will commence on or about the date of the Offering and delivery of the 

GDRs offered in the Offering will take place on or about the date of the Offering. Settlement may not take place 

as planned or at all, if certain conditions of events referred to in the Underwriting Agreement, as described in “Plan 

of Distribution”, are not satisfied or waived or occur on or prior to such date. Trading in the Ordinary Shares before 

Settlement will take place subject to the condition that, if delivery does not take place, the Offering will be 
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withdrawn, all subscriptions for the GDRs will be disregarded, any allotments made will be deemed not to have 

been made and any subscription payments made will be returned without interest or other compensation and 

transactions in the GDRs on the Moscow Exchange will be annulled. Any transactions in the GDRs prior to 

delivery are at the sole risk of the parties concerned. The Company and the Joint Bookrunners do not accept any 

responsibility or liability towards any loss incurred by any person as a result of a withdrawal of the Offering or the 

(related) annulment of any transaction in the GDRs on the Moscow Exchange. 

The interests of the Company’s controlling shareholder may differ from the interests of the holders of the GDRs 

INS Holdings Limited was the Company’s controlling shareholder with 71.19% of its share capital as at 

6 July 2021. Immediately following the Offering, the controlling shareholder is expected to hold in excess of 50% 

of the Company’s share capital. The controlling shareholder, therefore, will be able to exercise significant 

influence over all matters requiring shareholder approval, including the election of directors and significant 

corporate transactions. The Company does not have an agreement, and has no plans to enter into an agreement, 

with the controlling shareholder to ensure the controlling shareholder will not abuse its control of the Company: 

the controlling shareholder may have interests that conflict with those of the holders of the GDRs. The differences 

between the interests of the controlling shareholder and other shareholders (including the holders of the GDRs), 

may lead to conflicts or may restrict the Group’s ability to implement its business strategy, which could materially 

adversely affect the Group’s business, results of operations, financial condition or prospects, and the trading price 

of the GDRs.  

Voting rights with respect to the Ordinary Shares represented by the GDRs are limited by the terms of the 

Deposit Agreement, the terms and conditions of the GDRs and the relevant requirements of Cypriot law  

GDR holders will have no direct voting rights with respect to the Ordinary Shares represented by the GDRs. GDR 

holders will be able to exercise voting rights with respect to the Ordinary Shares represented by GDRs only in 

accordance with the provisions of the terms and conditions of the GDRs and relevant requirements of Cypriot law. 

Therefore, there are practical limitations on the ability of GDR holders to exercise their voting rights due to the 

additional procedural steps involved in communicating with such holders. 

Holders of the Ordinary Shares will receive notice directly from the Company and will be able to exercise their 

voting rights either personally or by proxy. GDR holders, by comparison, will not receive notice directly from the 

Company. Rather, in accordance with the Deposit Agreement, the Company will provide notice to the Depositary. 

The Depositary has agreed that it will, if requested in writing by the Company to extend voting to holders of GDRs, 

as soon as practicable, distribute to GDR holders notices of meetings, copies of information contained in the notice 

of the meeting received by the Depositary from the Company, and a statement as to the manner in which GDR 

holders may give instructions. 

In order to exercise their voting rights, GDR holders must then instruct the Depositary how to vote the Ordinary 

Shares represented by the GDRs they hold. As a result of this additional procedural step involving the Depositary, 

the process for exercising voting rights may take longer for GDR holders than for holders of Ordinary Shares, and 

there can be no assurance that GDR holders will receive voting materials in time to enable them to return voting 

instructions to the Depositary in a timely manner. If the Depositary does not receive timely voting instructions, the 

holder of GDRs shall be deemed to have instructed the Depositary to give a discretionary proxy to a person 

appointed by the Company to vote such Ordinary Shares, provided that such discretionary proxy will not be given 

unless the Depositary has received from the Company, by the Depositary's deadline for receiving voting 

instructions, written confirmation that the Company wishes such proxy to be given, the Company reasonably does 

not know of any substantial opposition to the matter and the matter is not materially adverse to the interests of 

holders of the Ordinary Shares. If timely voting instructions are not received and no discretionary proxy is given 

in respect of such Ordinary Shares, or if the Depositary is advised that it is not permissible under Cyprus law or 

determines it is not reasonably practicable to vote or cause to be voted the Ordinary Shares, such Ordinary Shares 

will not be voted. See “Terms and Conditions of the Global Depositary Receipts”. Any concern by the GDR 

holders regarding these limits on voting rights in respect of the Ordinary Shares represented by GDRs could have 

a material adverse effect on the trading price of the GDRs. 

Future sales of additional GDRs or Ordinary Shares may adversely affect the market price of GDRs 

Sales, or the possibility of sales, of substantial numbers of the GDRs or Ordinary Shares following the Offering 

could have an adverse effect on the trading price of the GDRs or impair the Group’s ability to raise equity capital 

in the future. Each of the Company and the Selling Shareholders has agreed in respect of itself, its subsidiaries 

from time to time, and any person acting on its or their behalf, for a period of 180 days after the Closing Date, not 

to, without the consent of the Joint Bookrunners, issue, offer, sell or otherwise transfer any of their Ordinary Shares 

or securities convertible or exchangeable into or exercisable therefor. See “Plan of Distribution—Lock-up 

Provisions”. Sales, or the possibility of sales, of substantial numbers of Ordinary Shares by any of these persons 
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following the end of this period, waiver of lock-up restrictions or other sales made could have an adverse effect 

on the trading price of the GDRs following the Offering or impair the Group’s ability to raise equity capital in the 

future.  

Moreover, the Company may, in the future, issue additional Ordinary Shares or any other securities convertible or 

exchangeable into Ordinary Shares. Any such issue could result in an effective dilution for investors purchasing 

the GDRs in the Offering and adversely affect the value and trading price of the GDRs.  

The market price and trading volume for the GDRs may be adversely affected by the decisions of securities or 

industry analysts 

The trading market for the GDRs will be influenced by the research that securities or industry analysts publish 

about the Group or the its business. If analysts do not establish or maintain research coverage of the Group, or if 

analysts downgrade the GDRs or publish unfavourable research about its business, the market price for the GDRs 

would likely decline. If analysts cease coverage of the Group or fail to publish research on it regularly, it could 

lose visibility in the financial markets, which, in turn, could cause the market price or trading volume for the GDRs 

to decline. 

The Company may decide not to pay dividends in the future 

The Company may be unable or elect not to declare any dividends in the future. The payment of dividends, if any, 

by the Company to holders of the GDRs will depend (in addition to applicable regulatory requirements) on, among 

other things, the Group’s future profits, financial position and capital requirements, general economic conditions, 

and other factors that the members of the Board of Directors deem to be important from time to time. See “Dividend 

Policy”. Should the Board of Directors and/or the Company’s shareholders decide, in the future, against declaring 

dividends on the shares, their trading price may be adversely affected. 

The Group is subject to certain financial covenants contained in its facility agreements with Raiffeisen Bank, 

including an obligation to maintain Net debt to Adjusted EBITDA ratio not higher than 3.0x and self-sufficiency 

ratio (calculated as net equity divided by total balance) not exceeding 20%, and with Sberbank, including an 

obligation to maintain Net debt to Adjusted EBITDA ratio not higher than 3.0x, among others. Pursuant to the 

terms of these facility agreements, if the Group is or will be (as a result of payment of dividends) in breach of the 

relevant financial covenants, it may declare and pay dividends only with prior consent of Raiffeisen Bank or 

Sberbank, respectively. While the Group believes it is currently in compliance with the relevant covenants, the 

Group’s debt service and compliance obligations under these and future financings and the associated risks of 

breaching these obligations, could have a material adverse effect on the Group’s business, results of operations, 

financial condition or prospects, and the trading price of the GDRs. 

Holders of the GDRs in certain jurisdictions may be subject to restrictions regarding the exercise of pre-emptive 

rights in future offerings  

In order to raise funding in the future, the Group may issue additional Ordinary Shares, including Ordinary Shares 

represented by GDRs. Generally, existing holders of ordinary shares in Cyprus public companies are, in certain 

circumstances, entitled by law to pre-emptive rights on the issue of new ordinary shares in that company as 

described in “Description of Share Capital and Certain Requirements of Cypriot Legislation”. However, holders 

of the GDRs in certain jurisdictions (including the United States) may not be able to exercise pre-emptive rights 

for Ordinary Shares represented by GDRs unless the applicable securities law requirements in such jurisdiction 

(including, in the United States, in some circumstances the filing of a registration statement under the Securities 

Act) are adhered to or an exemption from such requirements is available. The Group is unlikely to adhere to such 

requirements and an exemption from such requirements may not be available. Consequently, such holders may 

not be able to exercise their pre-emptive rights on future issuances of Ordinary Shares and, as a result, their 

percentage ownership in the Company would be reduced. 

Foreign judgments and arbitral awards may not be enforceable against the Company 

Although the Company is incorporated in Cyprus, most of the Group’s assets are located in Russia. Judgments 

rendered by a court in any jurisdiction outside Russia are only likely to be recognised by courts in Russia if (i) an 

international treaty providing for the recognition and enforcement of judgments in civil cases exists between 

Russia and the country where the judgment is rendered and/or (ii) a Russian federal law providing for the 

recognition and enforcement of foreign court judgments is adopted. No such federal law has been passed and no 

treaty for the reciprocal enforcement of foreign court judgments exists between the United Kingdom or the United 

States and Russia. In the absence of an applicable treaty or convention providing for the recognition and 

enforcement of judgments in civil and commercial matters between the United Kingdom or the United States and 

Russia, a judgment of a court in England or the United States may only be recognised and enforced in Russia on 

grounds of reciprocity. In each case, reciprocity must be established and, in the absence of related court practice, 
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it is difficult to predict whether a Russian court would be inclined to recognise and enforce an English or U.S. 

court judgment on the grounds of reciprocity in any particular instance. 

Foreign investors may find it difficult to enforce foreign judgments obtained against the Group 

The Company is a holding company organised as a public limited liability company incorporated in Cyprus with 

business operations conducted through various subsidiaries. All its directors and all its officers reside outside the 

U.S. Moreover, the majority of the Company’s assets and the majority of the assets of its directors and officers are 

located outside the U.S. As a result, it may not be possible for U.S. investors to effect service of process within 

the U.S. upon the Company or its directors and officers located outside the U.S. or to enforce, in U.S. courts or 

outside the U.S., judgments obtained against them in U.S. courts or in courts outside the U.S., including judgments 

predicated upon the civil liability provisions of U.S. federal securities laws or the securities laws of any state or 

territory within the U.S. There is also doubt as to the enforceability in Cyprus, whether by original actions or by 

seeking to enforce judgments of U.S. courts, of claims based on the federal securities laws of the U.S. Furthermore, 

punitive damages in actions brought in the U.S. or elsewhere may be unenforceable in Cyprus. 

Risks Relating to Taxation 

Risks Relating to Russian Taxation  

Changes in Russian tax law could adversely affect the Group’s business 

Generally, Russian taxes that the Group is subject to are substantial and include, among others: corporate income 

tax, value added tax, property tax, payroll related insurance payments, other taxes and duties. The Group is also 

subject to the liabilities of a tax agent with respect to taxes due from some of its counterparties. Laws related to 

these taxes and duties, such as the Tax Code of Russia (the “Tax Code”), have been in force for a relatively short 

period of time in comparison with tax legislation in more developed market economies, and the Russian 

government’s implementation of such legislation is often unclear or inconsistent. Historically, the system of tax 

collection has been relatively ineffective, resulting in continuous changes being introduced to existing laws and 

the interpretation thereof. 

Although the Russian tax climate and the quality of tax legislation generally improved with the introduction of the 

Tax Code, the possibility exists that Russia may impose arbitrary and/or onerous taxes and penalties in the future. 

Russia’s inefficient tax collection system increases the likelihood of such events, which could adversely affect the 

Group’s business. 

Since Russian federal, regional and local tax laws and regulations are subject to frequent change and since some 

of the sections of the Tax Code are comparatively new, interpretation and application of these laws and regulations 

is often unclear, unstable or non-existent. Differing interpretations of tax regulations may exist both among and 

within government bodies at the federal, regional and local levels, increasing the number of existing uncertainties 

and leading to the inconsistent enforcement of these tax laws and regulations in practice. 

Furthermore, the taxpayers, the Ministry of Finance and the Russian tax authorities often interpret tax laws 

differently. There can be no assurance that the Russian tax authorities will not take positions contrary to those set 

out in the private clarification letters issued by the Ministry of Finance to specific taxpayers’ queries. In some 

instances, the Russian tax authorities have applied new interpretations of tax laws retroactively, issued tax claims 

for periods for which the statute of limitations had expired and reviewed the same tax period several times. During 

the past several years, the Russian tax authorities have taken more assertive positions in their interpretation of tax 

legislation, which has led to an increased number of material tax assessments issued by them as a result of tax 

audits of companies operating in various industries. 

Since taxpayers and the Russian tax authorities often interpret tax laws differently, taxpayers often have to resort 

to court proceedings to defend their position against the Russian tax authorities. In the absence of binding precedent 

or consistent court practice, rulings on tax or other related matters by different courts relating to the same or similar 

circumstances may be inconsistent or contradictory. Clarifications of the Russian tax authorities and the Ministry 

of Finance may, in practice, be revised by courts in a way that is unfavourable for the taxpayer. 

The Russian tax system is, therefore, impeded by the fact that, at times, it continues to be characterised by 

inconsistent judgments of local tax authorities. It is, therefore, possible that transactions and activities of the Group 

that have not been challenged in the past may be challenged in the future. 

Starting from 2019 the standard VAT rate increased from 18% to 20% and the VAT rate applied to e-services 

rendered by foreign providers increased from 15.25% to 16.67%. 

In 2017, the general anti-avoidance rules were introduced in the Tax Code by Article 54.1 of the Tax Code, which 

replaced the previously existing concept set by the Resolution No. 53 of the Plenum of the Supreme Arbitration 
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Court of the Russian Federation dated 12 October 2006, which defined an unjustified tax benefit mainly by 

reference to circumstances such as the absence of business purpose or transactions where the form does not match 

the substance, and which could lead to the disallowance of tax benefits resulting from the transaction or the re-

characterisation of the transaction for tax purposes.  

The Russian Federation, like a number of other countries in the world, is actively involved in implementing 

measures and policies against tax evasion through the use of low tax jurisdictions as well as aggressive cross-

border tax planning structures. 

In the framework of such policies and measures, the Tax Code was amended to introduce controlled foreign 

companies rules and other anti-avoidance instruments including the concept of “beneficial ownership” for tax 

treaty purposes and concept of tax residency for legal entities. These changes imposed significant limitations on 

tax planning. These factors raise the risk of a sudden imposition of arbitrary or onerous taxes on operations in 

Russia and abroad, and the application of the abovementioned rules may result in the imposition of fines, penalties 

and enforcement measures, which could have a material adverse effect on the business, financial condition and 

results of operations of the Group. 

The Tax Code has been amended to allow, in certain cases, for judicial recovery of outstanding tax arrears of 

subsidiary/associated companies from principal (dominant or interest-holding) companies, which follows previous 

trends in court practice. These amendments and initiatives may have a significant effect on the Group and may 

expose the Group to additional tax and administrative risks, as well as to extra costs necessary to secure compliance 

with the new rules. These facts create tax risks for the Group in Russia that may be substantially more significant 

than typically found in countries with more developed tax systems. 

In 2017, country-by-country reporting (the “CbCR”) requirements were introduced in the Tax Code. Introduction 

of mandatory filing of CbCR is in general in line with the OECD recommendations within the Base Erosion and 

Profit Shifting (“BEPS”) initiative. This initiative could potentially give rise to new adjustments and 

interpretations of the Russian tax law on the basis of international best practice that would cause additional tax 

burden for Group’s business. 

On 1 May 2019, the Multilateral Convention to Implement Tax Treaty Related Measures to Prevent Base Erosion 

and Profit Shifting (the “MLI”) was ratified by the Russian Federation. Starting from 2021, MLI could limit tax 

benefits granted by most double tax treaties to which Russia is a party. 

In 2020, the Russian government introduced initiative related to the increase of withholding tax rates applied to 

dividends and interest, paid to certain jurisdictions channelling significant resources from the Russian Federation. 

The proposals to amend double tax treaties by increasing the withholding tax rate on interest income and dividends 

to 15% (currently most Russian double tax treaties provide for a 5%-10% withholding tax on dividends and a 0% 

withholding tax on interest) were sent in 2020 to Cyprus, Luxembourg, Malta and the Netherlands. The 

corresponding amendments to double tax treaties with Cyprus, Malta and Luxembourg were ratified at the end of 

2020. Relevant amendments were made to the double tax treaties with Cyprus and Malta and are in effect from 1 

January 2021, whereas amendments to the double tax treaty with Luxemburg will come into force on 1 January 

2022. Without reaching an agreement with the Netherlands, in May 2021 the State Duma of the Russian Federation 

passed the law on the denunciation of the treaty.  

Moreover, there is uncertainty whether and which amendments to the Russian double tax treaties will be made or 

whether such or other Russian double tax treaties will eventually be denounced or terminated. 

All of the above and other changing conditions create tax risks in Russia that are more significant than those 

typically found in jurisdictions with more developed tax systems and complicate tax planning and related business 

decisions of the Group. In addition, there can be no assurance that the current tax rates will not be increased, that 

new taxes will not be introduced or that additional sources of revenue or income, or other activities, will not be 

subject to new taxes or similar charges or fees in the future. There can also be no assurance that the Tax Code will 

not be changed in the future in a manner that will adversely affect the stability and predictability of the tax system. 

It is expected that Russian tax legislation will progressively become more sophisticated. The introduction of new 

taxes or amendments to current taxation rules may affect the Group’s overall tax efficiency and may result in 

significant additional tax liabilities. The Group cannot provide holders of the GDRs with any assurance that 

additional Russian tax exposures will not arise. Such additional tax exposures could have a material adverse effect 

on the Group’s business, results of operations, financial condition or prospects, and the trading price of the GDRs. 
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The Group is subject to tax audits by the Russian tax authorities, which may result in additional tax liabilities 

Tax returns, together with related documentation, are subject to review and investigation by the tax authorities, 

which are authorised by Russian law to impose severe fines and penalties. Generally, tax returns remain open and 

subject to inspection by the tax authorities for a period of three years immediately preceding the year in which the 

decision to conduct a tax audit is taken. However, the fact that a year has been reviewed by the tax authorities does 

not prevent any tax returns relating to that year from being further reviewed by the tax authorities during the three-

year limitation period. A repeated tax audit may be conducted by a higher-level tax authority as a measure of 

control over the activities of lower-level tax authorities, or in connection with the reorganisation or liquidation of 

a taxpayer, or as a result of the filing by such taxpayer of an amended tax return decreasing the tax payable. 

Therefore, previous tax audits may not preclude subsequent tax claims relating to the audited period. 

Furthermore, on 14 July 2005, the Constitutional Court of Russia issued a decision allowing the statute of 

limitations for tax penalties to be extended beyond the three-year term set out in the Tax Code if a court determines 

that a taxpayer has obstructed or hindered a tax inspection. Moreover, the Tax Code provides for the possibility of 

an extension of the three-year statute of limitations for tax offences if the taxpayer obstructed the performance of 

the tax review and this has become an insurmountable obstacle for the tax audit. Because the terms “obstructed”, 

“hindered” and “insurmountable obstacles” are not specifically defined in Russian law, the Russian tax authorities 

may attempt to interpret these terms broadly, effectively linking any difficulty experienced by them in the course 

of their tax audit with obstruction by the taxpayer and use that as a basis to seek additional tax adjustments and 

penalties beyond the three-year limitation term. Therefore, the statute of limitations is not entirely effective. 

Tax audits or inspections may result in additional costs to the Group, in particular if the relevant tax authorities 

conclude that the Group did not satisfy its tax obligations in any given year. Such audits or inspections may also 

impose additional burdens on the Group by diverting the attention of management resources. The outcome of these 

audits or inspections could have a material adverse effect on the Group’s business, results of operations, financial 

condition or prospects, and the trading price of the GDRs. 

Russian transfer pricing rules may adversely affect the Group’s business, financial condition and results of 

operations 

The existing Russian transfer pricing legislation has been in effect since 1 January 2012. The rules are technically 

elaborate, detailed and, to a certain extent, aligned with the international transfer pricing principles developed by 

the OECD. 

The rules allow the Russian tax authorities to make transfer pricing adjustments and impose additional tax 

liabilities for transactions which are considered “controlled” for Russian transfer pricing purposes. The list of 

“controlled” transactions includes transactions performed with non-Russian related companies, certain categories 

of Russian related companies, non-Russian related companies that are resident in certain offshore zones, or cross-

border transactions in commodities. The rules have considerably increased the compliance burden for the taxpayers 

compared to the law which was in effect before 2012 due to, inter alia, shifting the burden of proving market 

prices from the Russian tax authorities to the taxpayer and obliging the taxpayer to keep specific documentation. 

Furthermore, the taxpayers are obliged to notify the Russian tax authorities on “controlled” transactions. Although 

the transfer pricing rules are supposed to be in line with international transfer pricing principles developed by the 

OECD, there are certain significant differences with respect to how these principles are reflected in the local rules. 

Special transfer pricing rules apply to transactions with securities and derivatives. It is difficult to evaluate what 

effect transfer pricing rules may have on the Group. 

Since the Russian transfer pricing rules came into force, transactions between affiliated parties have been examined 

by the Russian tax authorities for compliance with the “arm’s-length principle”. The Tax Code provides that an 

audit of the proper calculation and payment of taxes in connection with the conclusion of transactions between 

interdependent persons shall be performed by the Federal Tax Service. However, territorial tax authorities 

currently try to scrutinise terms and conditions of transactions concluded between related parties for “unjustified 

tax benefits”. Consequently, due to the uncertainties in the interpretation of Russian transfer pricing legislation, 

no assurance can be given that the Russian tax authorities will not challenge the Group’s transfer prices or make 

adjustments which could affect the Group’s tax position unless the Group is able to confirm the use of market 

prices with respect to “controlled” transactions supported by the appropriate transfer pricing documentation. The 

imposition of additional tax liabilities under the Russian transfer pricing rules may have a material adverse effect 

on the Group’s business, results of operations, financial condition or prospects, and the trading price of the GDRs. 

The Company may be exposed to taxation in Russia if the Company is treated as having a permanent Russian 

establishment 

The Tax Code contains the concept of a permanent establishment in Russia as a means for taxing foreign legal 

entities that carry on regular entrepreneurial activities in Russia beyond preparatory and auxiliary activities. 
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Russia’s double taxation treaties concluded with other countries, including Cyprus (the Agreement between the 

Russian government and the government of the Republic of Cyprus for the Avoidance of Double Taxation with 

respect to Taxes on Income and on Capital dated 5 December 1998 (the “Russia-Cyprus Tax Treaty”)), where 

the Company is domiciled, also contain a similar concept. However, the practical application of the concept of a 

permanent establishment under Russian domestic tax law is not well developed and foreign companies having 

even limited operations in Russia (which would not normally satisfy the criteria for creating a permanent 

establishment under international rules), may be at risk of being treated as having a permanent establishment in 

Russia and, consequently, as liable for Russian taxation. 

Although the Company seeks to conduct its affairs so that it is not treated as having a permanent establishment in 

Russia, no assurance can be given that the Company will not be treated as having such permanent establishment. 

If the Company were to be treated as having a permanent establishment in Russia, it would be subject to Russian 

taxation in a manner broadly similar to the taxation of a Russian legal entity.  

Only the amount of the income of a foreign entity that is attributable to its permanent establishment should be 

subject to taxation in Russia. Pursuant to the transfer pricing rules (discussed above), such amount of income is to 

be measured based on the functions carried out by a Russian permanent establishment, accepted economic 

(commercial) risks attributable to such activity and the assets deployed. In order to determine the amount of income 

of a foreign entity that is attributable to a permanent establishment in Russia, the Russian tax authorities may 

perform a functional analysis of an activity performed by a foreign entity in the territory of Russia. Nevertheless, 

the risk still exists that the tax authorities might seek to assess Russian tax on the entire amount of income of a 

foreign company.  

Having a permanent establishment in Russia may lead to other adverse tax implications, including being 

challenged on a reduced withholding tax rate under an applicable double taxation treaty, and a potential effect on 

value added tax (“VAT”) and property tax obligations. There is also a risk that penalties could be imposed by the 

tax authorities for failure to register a permanent establishment with the Russian tax authorities.  

Recent events in Russia suggest that the tax authorities may be becoming more active in seeking to investigate 

whether, and asserting that, foreign entities operate through a permanent establishment in Russia. 

Any such taxes or penalties could have a material adverse effect on the Group’s business, financial condition, 

results of operations or prospects, and the trading price of the GDRs.  

It should also be noted that Russian tax legislation has a concept of tax residency for legal entities. According to 

this concept, foreign legal entities which are managed from Russia are considered tax residents of the Russian 

Federation. There are certain rules for determining the place of effective management for foreign companies. In 

particular, a foreign entity is considered to be managed from Russia if such entity and its business meets at least 

one of the following criteria: (i) its executive body (bodies) regularly acts (act) on its behalf from Russia; or (ii) 

its senior (management) staff (persons authorised to plan, supervise and manage the undertaking’s business, and 

who are liable therefor) predominantly perform their management functions (that is, making decisions and carrying 

out other actions relating to the business of the entity falling within the competence of its executive bodies) in 

Russia. The Group may not rule out the possibility that, as a result of these regulations, certain foreign companies 

of the Group might be deemed to have become Russian tax residents, subject to all applicable Russian taxes which 

could have a material adverse effect on the Group’s business, results of operations, financial condition or prospects, 

and the trading price of the GDRs.  

The Company may encounter difficulties in obtaining lower rates of the Russian withholding income tax 

envisaged by the Russia-Cyprus Tax Treaty for dividends distributed from the Company’s subsidiaries 

Dividends paid by a Russian legal entity to a foreign legal entity are generally subject to Russian withholding 

income tax at a rate of 15%, however, such rate may be reduced pursuant to an applicable double taxation treaty. 

The Company intends to rely on the Russia-Cyprus Tax Treaty.  

On 8 September 2020, the Protocol on Amendments to the Russia-Cyprus Tax Treaty (hereinafter the “Protocol”) 

was signed. According to the Protocol withholding tax rate in respect of dividend income was increased to 15% 

(though it provides for a number of exceptions where the lower rate of 5% is envisaged).  

The reduced 5% tax rate in respect of dividend income is envisaged for certain categories of income recipients, 

including companies that are beneficial owners of dividend income and whose shares are listed on a registered 

stock exchange provided that at least 15% of the voting shares of that company are in free float and which holds 

directly at least 15% of the capital of the company paying the dividends throughout a 365 day period that includes 

the day of payment of the dividends.  

In February 2021, the Russian Ministry of Finance provided a clarification regarding the application of the reduced 

tax rate under the Russia-Cyprus Tax Treaty and the Protocol. The Russian Ministry of Finance clarified that the 
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term “registered stock exchange” for the purposes of the double-tax treaty means any stock exchange incorporated 

and regulated as such under the laws of any of the Contracting Parties (i.e. Russia or Cyprus). 

Since the GDRs will be listed on the Moscow Exchange the Group believes that the 5% Russian withholding tax 

rate should apply to dividends received by the Group from its Russian subsidiaries pursuant to the above tax relief 

available under the Russia-Cyprus Tax Treaty. Although the Group will seek to claim treaty protection or benefits 

where possible, there is a risk that the applicability of the reduced Russian withholding tax rate of 5% may be 

challenged by the Russian tax authorities. As a result, there can be no assurance that the Group would be able to 

avail itself of the reduced withholding tax rate in practice.  

Furthermore, the Company will be subject to Russian withholding tax to be withheld at source at a 15% rate, which 

will apply to dividends payable by its Russian subsidiaries, if the treaty clearance procedures are not duly 

performed by the date when the dividend payment is made. In this case, the Company may seek to claim a tax 

refund from the Russian tax authorities in an amount equal to the difference between the tax withheld at the 15% 

rate and the tax calculated at the reduced rate of 5%, as appropriate. The application for the refund may be filed 

with the tax authorities within a three year period; and the tax authorities are obliged to make a decision on refund 

within six months of receipt of the relevant application from the taxpayer (to the extent the right to apply the 

reduced tax rate is confirmed). However, in practice, obtaining a tax refund may take considerably longer and 

there can be no assurance that such refund will be available. 

Further changes and restrictions in the application of reduced tax rates envisaged by the Russia-Cyprus Tax Treaty 

for dividends distributed from the Company’s subsidiaries could have a material adverse effect on the Group’s 

business, results of operations, financial condition or prospects, and the trading price of the GDRs. 

Risks Relating to Cypriot Taxation  

The Company and the GDR holders may be subject to Defence Tax in Cyprus 

The Special Contribution for the Defence Fund of the Republic Law (the “Defence Tax”) includes provisions for 

the deemed distribution of profits. Pursuant to these provisions, if the Company does not distribute within two 

years from the end of the relevant tax year at least 70% of its after tax accounting profits (excluding revaluations, 

impairments and fair value adjustments), there will be a deemed distribution of 70% of such profits (reduced by 

any actual distributions made within a two year period after the end of the relevant tax year for Defence Tax 

purposes). The Defence Tax at 17% is payable to the Cypriot tax authorities on such deemed dividend distribution. 

The Defence Tax is withheld only on the proportion of the profits that are attributable to shareholders that are 

residents of and domiciled in Cyprus (both directly and indirectly through a company) as the deemed distribution 

rules do not apply to non-resident or resident but non domiciled shareholders. The Defence Tax is a tax on 

shareholders payable by the Company on behalf of its shareholders. If a person who is not tax resident in Cyprus 

receives a dividend from the Company, and that dividend is paid out of profits which at any stage are subject to 

the deemed dividend distribution rule described above, then the Defence Tax paid on the deemed distribution 

relating to the dividends received by such person is refundable.  

The Company is obliged to send out a questionnaire (TD 624 Questionnaire) to all of its shareholders (both 

individuals and corporate bodies) to ascertain their tax residency status. Through the questionnaire, the 

shareholders should inform the Company of their tax residency status. The Company is required to safe-keep these 

questionnaires and present them to the Cyprus tax authorities upon request. The Defence Tax on deemed dividend 

distribution therefore would be payable by the Company to the extent the relevant profits are attributable to the 

shareholders (including the holders of the GDRs) which are Cypriot tax residents and domiciled in Cyprus (both 

directly or indirectly through a company). The Company will deduct such Defence Tax paid against the profits 

attributable to the respective Cypriot tax resident and domiciled shareholders. Likewise, the same risk exists in 

relation to undistributed profits of the Cypriot subsidiaries of the Company.  

The distribution by the Company of a deemed dividend distribution or an actual dividend distribution to 

shareholders who are Cyprus tax resident individuals (regardless of their domicile status) is subject to contributions 

to the Cyprus General Healthcare System (“GHS”) at the rate of 2.65%. The Company should deduct such GHS 

to be paid against the dividends attributable to the respective Cyprus tax resident individual shareholders. Such 

GHS contributions apply to a maximum total income of EUR 180,000 per individual. 

In addition, in March 2021, the Cyprus Ministry of Finance submitted to the Parliament a bill relating to the 

introduction of withholding taxes (“WHTs”) (or, in the case of royalties, expanded) to payments to companies in 

jurisdictions in the EU ‘blacklist’ (i.e. companies in jurisdictions included in Annex I of the EU list of non-

cooperative jurisdictions). The proposed WHTs relate for payments of dividends at the rate of 17%, for payments 

of passive interest, WHTs at the rate of 30%, for payments of royalties, WHTs at the rate of 10%. The legislative 

bill is currently under consideration.  
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If the Company fails to remit any required Defence Tax payments or other taxes within the timeframe prescribed 

by law, the Company would be liable to pay the resulting tax, interest and penalties for non-compliance. Imposition 

of such on the Company could have a material adverse effect on the Group’s business, financial condition, results 

of operations or prospects, and the trading price of the GDRs. 

Cyprus transfer pricing legislation may require pricing adjustments and impose additional tax liabilities with 

respect to intra group financing transactions and/or all related party transactions 

The arm’s length principle in the Cyprus Income Tax Law requires that all transactions between related parties 

should be carried out on an arm’s length basis, being at fair values and on normal commercial terms. 

More specifically, under the arm’s length principle, where conditions are made or imposed upon the commercial 

or financial relations of two related parties which differ from those which would have been made between 

independent parties, any profits which would have accrued to one of the parties had the two parties been 

independent, but have not so accrued, may be included in the profits of that party and taxed accordingly. The 

amendment to the income tax law, effective from 1 January 2015, extends the arm’s length principle by introducing 

the possibility of, in cases where two related Cyprus tax residents transact and the Cyprus tax authorities make an 

upward arm’s length adjustment to one of them, effecting a corresponding downwards adjustment to the other one. 

On 30 June 2017, the Cyprus tax authorities issued a tax technical circular (“Circular”) providing guidance for 

the tax treatment of intra-group financing transactions (“IGFTs”), as defined below. The Circular effective from 

1 July 2017 closely follows the application of the arm’s length principle of the OECD Transfer Pricing Guidelines 

and it applies for all relevant existing and future IGFTs. In this respect, the remuneration on all IGFTs should be 

supported by a transfer pricing study in order to be accepted by the Cyprus tax authorities. The Circular also 

provides for simplification measures that can be used in case the IGFTs meet certain criteria/conditions. In such 

case a 2% after-tax rate on assets can be used as a minimum return in relation to the IGFTs without a transfer 

pricing analysis. 

IGFTs for the purposes of the Circular are defined as (i) any activity relating to granting of loans or cash advances 

to related companies that is or should be remunerated by interest; and (ii) such activity is financed by financial 

means and instruments, such as debentures, private loans, cash advances and bank loans. 

The Circular requires that the transfer pricing study should be prepared by independent experts and will have to 

be based on the relevant OECD standards for the purposes of (i) describing (delineating) the IGFTs by performing 

a comparability analysis based on the functional and risk profile of the company; and (ii) determining the 

applicable arm’s length remuneration by performing an economic analysis. 

There are no specific transfer pricing rules or any transfer pricing documentation requirements in the Cyprus tax 

laws with respect to any other related party transactions. However, Cyprus is in the late stages of adopting transfer 

pricing rules, covering all types of transactions, that are applicable to Cyprus tax resident companies or Cyprus 

permanent establishments that meet the standards set in the OECD BEPS Action 13: Transfer Pricing 

Documentation and Country-by-Country Reporting. The Cyprus draft transfer pricing legislation is expected to be 

enacted within the coming months. 

The Company may be deemed to be a tax resident outside of Cyprus 

According to the provisions of the Cyprus Income Tax Law, a company is considered to be a resident in Cyprus 

for tax purposes if its management and control is exercised in Cyprus. The concept of “management and control” 

is not defined in the Cypriot tax legislation. For more details in relation to tax residency in Cyprus see “Taxation 

- Cyprus Tax Considerations”. 

On 27 October 2020, the Cyprus Tax Department issued an implementing Guideline 4/2020, which clarifies that 

the tax residency of a Cyprus company will not be affected in the case of inability of the directors to travel to 

Cyprus to attend a Board of Directors meeting due to COVID-19 related restrictions. 

On 22 October 2020, the Cyprus Council of Ministers approved the Cyprus draft budgetary plan for 2021 (the 

“draft budget”) which announced two unilateral tax measures to address aggressive tax planning, one of which 

being the introduction of corporate tax residency test based on incorporation in addition to the existing 

“management and control” test for companies that do not have a tax residency anywhere in the world. In March 

2021, the Cyprus Ministry of Finance submitted to the Cyprus Parliament a respective bill in respect to the above 

which is currently following the legislative process. 

If the Company is deemed not to be a tax resident in Cyprus, the Company may not be subject to the Cypriot tax 

regime other than in respect of Cyprus sourced income and may be subject to the tax regime of the country in 

which it is deemed to be a tax resident. Further, the Company would not be eligible for benefits under the double 

tax treaties entered into between Cyprus and other countries. 
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See “Taxation” for further discussion of important Russian, U.S., UK and Cyprus tax considerations. 
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IMPORTANT INFORMATION ABOUT THIS OFFERING MEMORANDUM 

By accepting delivery of this Offering Memorandum, you agree to the following. This Offering Memorandum is 

being furnished by the Company solely for the purpose of enabling you to consider the purchase of the GDRs. 

Any reproduction or distribution of this Offering Memorandum, in whole or in part, any disclosure of its contents 

or use of any information herein for any purpose other than considering an investment in the GDRs is prohibited, 

except to the extent that such information is otherwise publicly available.  

The Company accepts responsibility for the completeness and accuracy of the information contained in this 

Offering Memorandum, and, having taken all reasonable care to ensure that such is the case, the information 

contained in this Offering Memorandum is, to the best of the Company’s knowledge, in accordance with the facts 

and contains no omission likely to affect its import.  

The Joint Bookrunners are acting exclusively for the Company and no one else in connection with the Offering 

and will not regard any other person (whether or not a recipient of this Offering Memorandum) as its client in 

relation to the Offering and will not be responsible to anyone other than the Company for providing the protections 

afforded to their respective clients nor for providing advice in relation to the Offering or any transaction or 

arrangement referred to herein. 

None of the Joint Bookrunners or any of their respective subsidiary undertakings, affiliates or any of their 

respective directors, officers, employees, advisers, agents or any other person assume any responsibility or liability 

whatsoever, for the contents of this Offering Memorandum, including its truth, accuracy, completeness, 

verification or fairness of the information or opinions in this Offering Memorandum (or whether any information 

has been omitted from the Offering Memorandum) or any other information relating to the Selling Shareholders, 

the Company and each of their respective subsidiaries or associated companies, whether written, oral or in a visual 

or electronic form, and howsoever transmitted or made available or for any loss howsoever arising from any use 

of this Offering Memorandum or its contents or otherwise arising in connection therewith and accordingly 

disclaim, to the fullest extent permitted by applicable law, any and all liability whether arising in tort, contract or 

otherwise which they might otherwise be found to have in respect of this Offering Memorandum or any such 

statement. No representation or warranty, express or implied, is made by the Joint Bookrunners as to the accuracy, 

completeness or verification of the information set forth in this Offering Memorandum, and nothing contained in 

this Offering Memorandum is, or shall be relied upon as, a promise or representation in this respect, whether as 

to the past or the future. 

In making any investment decision regarding the GDRs, you must rely on your own examination, analysis and 

enquiry of the Group and the terms of the Offering, including the merits and risks involved. Neither the Company 

nor the Joint Bookrunners have authorised any other person to provide you with information, other than the 

information contained herein. If anyone provides you with different or inconsistent information, you should not 

rely on it. Neither the delivery of this Offering Memorandum nor any sale made hereunder shall under any 

circumstances imply that there has been no change in the Company’s affairs or that the information appearing in 

this Offering Memorandum is accurate as of any date subsequent to that on the front cover of this Offering 

Memorandum only. The business, financial condition, results of operations and the information of the Group set 

forth in this Offering Memorandum may have changed since that date. 

None of the Company, the Selling Shareholders or the Joint Bookrunners, or any of their respective 

representatives, is making any representation to any offeree or purchaser of the Ordinary Shares regarding the 

legality of an investment in the GDRs by such offeree or purchaser under the laws applicable to such offeree or 

purchaser. You should not consider any information in this Offering Memorandum to be investment, legal or tax 

advice. You should consult your own counsel, accountant and other advisors for legal, tax, business, financial and 

related advice regarding the GDRs. 

No contents of the websites of the Company or any other member of the Group form any part of this Offering 

Memorandum. 

This Offering Memorandum does not constitute an invitation to underwrite, subscribe for or otherwise acquire or 

dispose of any GDRs offered by any person in any jurisdiction in which it is unlawful for such person to make 

such an offer or solicitation. This Offering Memorandum is not for publication or distribution, directly or 

indirectly, in or into the United States, Canada, Australia, Japan or any jurisdiction in which the same would be 

unlawful. This Offering Memorandum is for information purposes only and does not constitute an offer or 

invitation to acquire or dispose of GDRs in the United States or any jurisdiction in which the same would be 

unlawful. Neither the Ordinary Shares nor the GDRs have been nor will be registered under the Securities Act, 

and may not be offered or sold in the United States except pursuant to an exemption from, or in a transaction not 

subject to, the registration requirements of the Securities Act. There will be no public offer of GDRs in the United 

States or elsewhere. The distribution of this Offering Memorandum and the sale of the GDRs may be restricted 
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by law in certain jurisdictions. Persons into whose possession this Offering Memorandum comes are required by 

the Company to inform themselves about, and to observe, any such restrictions. No action has been taken by the 

Company or any of the Joint Bookrunners that would permit an offering of the GDRs or the possession or 

distribution of this Offering Memorandum or any other offering or publicity material relating to the GDRs in any 

jurisdiction where action for that purpose is required. Further information with regard to restrictions on offers and 

sales of the GDRs is set forth under “Plan of Distribution” and “Selling and Transfer Restrictions”. 

The investors also acknowledge that: (i) they have not relied on the Joint Bookrunners or any person affiliated 

with the Joint Bookrunners in connection with any investigation of the accuracy of any information contained in 

this Offering Memorandum or their investment decision; and (ii) they have relied only on the information 

contained in this document, and (iii) that no person has been authorised to give any information or to make any 

representation concerning the Company or its subsidiaries or the GDRs (other than as contained in this document) 

and, if given or made, any such other information or representation should not be relied upon as having been 

authorised by the Company or the Joint Bookrunners. 

In connection with the Offering, each of the Joint Bookrunners and any of their respective affiliates, may take up 

a portion of the GDRs in the Offering as a principal position and in that capacity may retain, purchase or sell for 

its own account such securities and any GDRs or related investments and may offer or sell such GDRs or other 

investments otherwise than in connection with the Offering. Accordingly, references in the Offering 

Memorandum to GDRs being offered or placed should be read as including any offering or placement of GDRs 

to any of the Joint Bookrunners or any of their respective affiliates acting in such capacity. In addition certain of 

the Joint Bookrunners or their affiliates may enter into financing arrangements with investors. None of the Joint 

Bookrunners intend to disclose the extent of any such investment or transactions otherwise than in accordance 

with any legal or regulatory obligation to do so. 
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NOTICE TO CERTAIN INVESTORS 

Notice to U.S. Investors  

The GDRs have not been and will not be registered under the Securities Act, and the GDRs may be sold in the 

United States only to QIBs in reliance on Rule 144A. Prospective purchasers are hereby notified that a seller of 

the GDRs may be relying on the exemption from the provisions of Section 5 of the Securities Act provided by 

Rule 144A. The GDRs are not transferable except in accordance with the restrictions described under “Transfer 

Restrictions”. 

NEITHER THE ORDINARY SHARES NOR THE GDRs HAVE BEEN REGISTERED WITH, OR 

APPROVED OR DISAPPROVED BY, THE U.S. SECURITIES AND EXCHANGE COMMISSION (THE 

“SEC”), ANY STATE SECURITIES COMMISSION IN THE UNITED STATES OR ANY OTHER U.S. 

REGULATORY AUTHORITY, NOR HAVE ANY OF THE FOREGOING AUTHORITIES PASSED 

UPON OR ENDORSED THE ACCURACY OR ADEQUACY OF THIS OFFERING MEMORANDUM. 

ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED 

STATES. 

Notice to UK and other EEA Investors 

This Offering Memorandum and the Offering are only addressed to and directed at persons in member states of 

the European Economic Area (the “EEA”), who are “qualified investors” (“Qualified Investors”) within the 

meaning of Article 2(e) of the EU Prospectus Regulation. In addition, in the United Kingdom, this Offering 

Memorandum and the Offering are only addressed to and directed at persons who are “qualified investors” within 

the meaning of Article 2(e) of the UK Prospectus Regulation who are (1) persons who have professional experience 

in matters relating to investments who fall within the definition of “investment professionals” in Article 19(5) of 

the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), (2) 

persons who are high net worth entities falling within Article 49(2)(a)-(d) of the Order or (3) other persons to 

whom this Offering Memorandum and the Offering may otherwise lawfully be communicated (all such persons 

together being referred to as “relevant persons”). This Offering Memorandum and its contents must not be acted 

upon or relied upon (1) in the United Kingdom, by persons who are not relevant persons or (2) in any member 

state of the EEA, by persons who are not Qualified Investors. Any investment or investment activity to which this 

Offering Memorandum relates is available only to (1) relevant persons in the United Kingdom and (2) Qualified 

Investors in any member state of the EEA, and will be engaged in only with such persons.  

This Offering Memorandum has been prepared on the basis that all offers of the GDRs will be made pursuant to 

an exemption under the EU Prospectus Regulation and the UK Prospectus Regulation from the requirement to 

produce a prospectus for offers of the GDRs. Accordingly, any person making or intending to make any offer 

within the EEA or the United Kingdom of the GDRs should only do so in circumstances in which no obligation 

arises for the Company, the Selling Shareholders or any of the Joint Bookrunners to produce a prospectus for such 

offer. None of the Company, the Selling Shareholders or any of the Joint Bookrunners has authorised or authorises 

the making of any offer of the GDRs through any financial intermediary, other than offers made by the Joint 

Bookrunners which constitute the final placement of the GDRs contemplated in this Offering Memorandum.  

For the purposes of this Offering Memorandum, the expression “EU Prospectus Regulation” means Regulation 

(EU) 2017/1129 and the expression “UK Prospectus Regulation” means Regulation (EU) 2017/1129 as it forms 

part of United Kingdom domestic law by virtue of the European Union (Withdrawal Act) 2018.  

Notice to Japanese Investors 

The GDRs have not been and will not be registered under the Final Instruments and Exchange Law, as amended 

(the “FIEL”). This Offering Memorandum is not an offer of securities for sale, directly or indirectly, in Japan or 

to or for the benefit of, any resident of Japan (which term as used herein means any person resident in Japan, 

including any corporation or entity organised under the laws of Japan) or to others for reoffer or resale, directly or 

indirectly, in Japan or to, or for the benefit of, any resident of Japan, except pursuant to an exception from the 

registration requirements under the FIEL, and otherwise in compliance with, the FIEL and other relevant laws and 

otherwise in compliance with such law and any other applicable laws, regulations or ministerial guidelines of 

Japan.  

Notice to Russian Investors 

This Offering Memorandum and information contained herein does not constitute an advertisement of any 

securities, or any other kind of advertisement, in the Russian Federation to or for the benefit of any Russian person 

or entity, and does not constitute an advertisement or offering of any securities in the Russian Federation within 

the meaning of Russian securities laws. Information contained in this Offering Memorandum in respect of the 

GDRs is not intended for any persons in the Russian Federation who are not “qualified investors” within the 
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meaning of Article 51.2 of the Federal Law No. 39-FZ “On the Securities Market” dated 22 April 1996, as amended 

(“Russian QIs”) and this Offering Memorandum must not be distributed or circulated into the Russian Federation 

or made available in the Russian Federation to any persons who are not Russian QIs, unless and to the extent they 

are otherwise permitted to access such information under Russian law. 

Notice to Canadian Investors 

The GDRs may be sold in Canada only to purchasers resident or located in the Provinces of Ontario, Québec, 

Alberta and British Columbia, purchasing, or deemed to be purchasing, as principal that are accredited investors, 

as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act 

(Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration Requirements, 

Exemptions and Ongoing Registrant Obligations. Any resale of the GDRs must be made in accordance with an 

exemption from, or in a transaction not subject to, the prospectus requirements of applicable securities laws.  

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for 

rescission or damages if this Offering Memorandum (including any amendment thereto) contains a 

misrepresentation, provided that the remedies for rescission or damages are exercised by the purchaser within the 

time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should 

refer to any applicable provisions of the securities legislation of the purchaser’s province or territory for particulars 

of these rights or consult with a legal adviser.  

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (“NI 33-105”), the Joint 

Bookrunners are not required to comply with the disclosure requirements of NI 33-105 regarding underwriter 

conflicts of interest in connection with this offering.  

Notice to Dubai International Finance Centre (“DFIC”) Investors 

This Offering Memorandum relates to an “Exempt Offer” in accordance with the Dubai Financial Services 

Authority (“DFSA”) Rulebook Markets Module, and is not subject to any form of regulation or approval by the 

DFSA.  

The DFSA has no responsibility for reviewing or verifying this Offering Memorandum or any other documents in 

connection with this offer. Accordingly, the DFSA has not approved this Offering Memorandum or any other 

associated documents nor taken any steps to verify the information set out in this Offering Memorandum, and has 

not responsibility for it.  

The securities to which this Offering Memorandum relates may be illiquid and/or subject to restrictions on their 

resale. Prospective purchasers should conduct their own due diligence on the securities.  

If you do not understand the contents of this document you should consult an authorised financial adviser.  

This Offering Memorandum may only be provided to persons who are “deemed” Professional Clients, as defined 

in the DFSA Rulebook Conduct of Business Module (“COB Module”). 

Notice to Swiss Investors 

This Offering Memorandum shall be communicated in Switzerland to a small number of selected investors only. 

Each copy of this Offering Memorandum shall be addressed to a specifically named recipient and may not be 

passed on to third parties. The GDRs shall not be publicly offered, sold, advertised, distributed or redistributed, 

directly or indirectly, in or from Switzerland, and neither this Offering Memorandum nor any other solicitation for 

investments in the GDRs may be communicated, distributed or otherwise made available in Switzerland in any 

way that could constitute a public offering within the meaning of Articles 652a of the Swiss Code of Obligations 

(the “CO”) unless the legal and regulatory conditions imposed on a public offering under the CO are satisfied. 

Notice to Australian Investors 

No prospectus or other disclosure document has been lodged with, or registered by the Australian Securities and 

Investments Commission in relation to the offering of the GDRs. This Offering Memorandum does not constitute 

a prospectus or other disclosure document under the Corporations Act 2001 (the “Corporations Act”) and does 

not purport to include the information required for a prospectus or other disclosure document under the 

Corporations Act.  

This document is being distributed in Australia by the Joint Bookrunners to persons (the “Exempt Investors”) 

who are “sophisticated investors” (within the meaning of section 708(8) of the Corporations Act, to “professional 

investors” (within the meaning of section 708(11) of the Corporations Act) and/or otherwise pursuant to one of 

more exemptions contained in section 708 of the Corporations Act. The entity receiving this document represents 

and warrants that if it is in Australia, it is either a professional or a sophisticated investor or a person to whom it is 
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lawful to offer the GDRs without disclosure to investors under Chapter 6D of the Corporations Act and that it will 

not distribute this document to any other person.  

Any GDRs applied for by Exempt Investors in Australia must not be offered for sale in Australia for 12 months 

from the date of issue, except in circumstances where disclosure to investors under Chapter 6D of the Corporations 

Act would not be required pursuant to an exemption under section 708 or 708A of the Corporations Act. This 

document is not supplied in connection with any offering or proposed offering of securities or financial products 

that require disclosure in accordance with Chapter 6D or Part 7.9 of the Corporations Act. Chapters 6D and 7 of 

the Corporations Act are complex. Any person acquiring the GDRs must observe such Australian on-sale 

restrictions and if in any doubt as to the application or effect of this legislation, should confer with its professional 

advisers.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION 

Presentation of Financial Information 

This Offering Memorandum contains: 

• the audited consolidated financial statements of the Group as at and for the year ended 31 December 2020, 

which comprise the consolidated statement of financial position, and the consolidated statements of profit or 

loss and other comprehensive income, changes in equity and cash flow and the related notes to the 

consolidated financial statements (the “2020 Financial Statements”); 

• the audited consolidated financial statements of the Group as at and for the year ended 31 December 2019, 

which comprise the consolidated statement of financial position, and the consolidated statements of profit or 

loss and other comprehensive income, changes in equity and cash flow and the related notes to the 

consolidated financial statements (the “2019 Financial Statements” and together with the 2020 Financial 

Statements, the “Annual Financial Statements”). The financial information pertaining to the year ended 31 

December 2018 has been derived, without adjustment, from the unaudited comparatives included in the 2019 

Financial Statements; 

• the unaudited consolidated interim condensed financial statements of the Group as at and for the three months 

ended 31 March 2021, which comprise the consolidated interim condensed statement of financial position, 

and the consolidated interim condensed statements of profit or loss and other comprehensive income, changes 

in equity, and cash flow and the related notes to the consolidated interim condensed financial statements (the 

“Interim Financial Statements” and together with the Annual Financial Statements, the “Financial 

Statements”). The financial information pertaining to the three months ended 31 March 2020 has been 

derived, without adjustment, from the unaudited comparatives included in the Interim Financial Statements. 

The Annual Financial Statements were prepared in accordance with International Financial Reporting Standards 

(“IFRS”) as adopted by the European Union and the requirements of the Cyprus Companies Law, Cap. 113, as set 

out in Note 2 to the Annual Financial Statements. 

The Interim Financial Statements were prepared in accordance with International Accounting Standards (“IAS”) 

34 Interim Financial Reporting, as set out in note 2 to the Interim Financial Statements. 

The functional currency of all the companies of the Group, which reflects the economic substance of its operations, 

is the Rouble; the functional currency of the Company is the Euro (prior to 1 January 2020 it was the U.S. dollar). 

The Group’s presentation currency is the Euro.  

Rounding 

Rounding adjustments have been made in calculating some of the financial and operating information included in 

this Offering Memorandum. As a result, numerical figures shown as totals in some tables may not be exact 

arithmetic aggregations of the figures that precede them. 

Alternative Performance Measures 

The Group presents Revenue, excluding construction revenue, Cost of medical services and products provided, 

excluding cost of construction, Adjusted operating profit margin, Adjusted EBITDA, LTM Adjusted EBITDA, 

Adjusted EBITDA margin, Total debt, Net debt, Net leverage, Return on invested capital (“ROIC”), Invested 

capital, Capital expenditures, Cash conversion, Net working capital, Net working capital as a percentage of 

Revenue, excluding construction revenue, Days of financing requirement, Inventory days, Trade receivables days 

and Trade payables days, which are non-IFRS alternative performance measures (“APMs”). These measures are 

used by management of the Group to assess the financial performance and liquidity of the Group. The APMs are 

not defined by, or presented in accordance with, IFRS. The APMs are not measurements of the Group’s operating 

performance under IFRS and should not be considered as alternatives to Revenue, Operating profit, Profit/(loss) 

for the period, Net cash generated from operating activities or any other measures of performance under IFRS or 

as measures of the Group’s liquidity. The Group relies primarily on its IFRS operating results and uses the APMs 

only to supplement those IFRS measures. See the IFRS Financial Statements included elsewhere in this Offering 

Memorandum.  

The APMs presented by the Group have been calculated by management based on information derived from the 

Financial Statements and other relevant information contained in “Selected Consolidated Financial and Other 

Information”. Other companies in the healthcare industry may calculate the APMs differently or may use each of 

them for different purposes than the Group, limiting their usefulness as comparative measures. For the 

reconciliations and calculations of the Group’s APMs see “Selected Consolidated Financial and Other 

Information-Alternative Performance Measures”. 
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Revenue, excluding construction revenue 

The Group calculates Revenue, excluding construction revenue as Revenue less construction revenue. The Group 

presents Revenue, excluding construction revenue to demonstrate Revenue excluding effects of 

construction/modernisation works related to the Concession Agreement. The management utilises this measure to 

analyse revenue from the provision of medical and related services. 

Cost of medical services and products provided, excluding cost of construction 

The Group calculates Cost of medical services and products provided, excluding cost of construction as Cost of 

medical services and products provided less cost of construction. The management utilises this measure to analyse 

costs from the provision of medical and related services. 

Adjusted operating profit margin  

Adjusted operating profit margin is calculated as Operating profit less construction revenue plus cost of 

construction divided by Revenue, excluding construction revenue. 

Adjusted EBITDA, LTM Adjusted EBITDA and Adjusted EBITDA margin  

The Group calculates Adjusted EBITDA as profit for the period/year adjusted for income tax benefit, other income, 

net, (expense)/income on change in fair value of financial instruments, foreign exchange (loss)/gain, finance 

expense, and finance income, less construction revenue plus cost of construction, non-recurring expenses, 

depreciation of property plant and equipment (representing depreciation of property plant and equipment 

attributable to (a) Cost of medical services and products provided, (b) Selling expenses and (c) General and 

administrative expenses and amortisation of intangible assets (representing amortisation of intangible assets 

attributable to (a) Cost of medical services and products provided, (b) Selling expenses and (c) General and 

administrative expenses)) for the period. LTM Adjusted EBITDA is Adjusted EBITDA for the last 12 months 

ended 31 March 2021 and is calculated as Adjusted EBITDA for the year ended 31 December 2020 less Adjusted 

EBITDA for the three months ended 31 March 2020 plus Adjusted EBITDA for the three months ended 31 March 

2021. 

Adjusted EBITDA margin is Adjusted EBITDA expressed as a percentage of Revenue, excluding construction 

revenue.  

Adjusted EBITDA and Adjusted EBITDA margin are discussed throughout this Offering Memorandum, as the 

Group believes they provide measures of operating performance to express profitability before the effects of 

income taxes, depreciation, amortisation, finance expenses and certain other items considered non-recurring and/or 

of non-cash nature.  

Adjusted EBITDA and Adjusted EBITDA margin have limitations as analytical tools and should not be 

considered in isolation or as a substitute for the Group’s operating results as reported under IFRS. Some of these 

limitations are as follows: 

• Adjusted EBITDA does not reflect the impact of finance expense, which can be significant and could further 

increase if the Group incurs more borrowings, on the Group’s operating performance; 

• Adjusted EBITDA does not reflect the impact of income tax expense on the Group’s operating performance; 

• Adjusted EBITDA does not reflect the impact of depreciation and amortisation as well as effects of 

impairment of property, plant and equipment and intangible assets on the Group’s performance. The assets 

of the Group’s business that are being depreciated or amortised will need to be replaced in the future and 

such depreciation and amortisation expense may approximate the cost of replacing these assets in the future. 

By excluding this expense, Adjusted EBITDA does not reflect the Group’s future cash requirements for these 

replacements;  

• Adjusted EBITDA does not reflect the Group’s cash expenditures or future requirements for capital 

expenditure or contractual commitments; 

• Adjusted EBITDA does not reflect changes in, or cash requirements for, the Group’s working capital needs; 

and 

• Adjusted EBITDA is not adjusted for all non-cash income or expense items that are reflected in the Group’s 

statements of cash flows. 

The same limitations as expressed above also apply to Adjusted EBITDA margin. The Group compensates for 

these limitations by relying on its IFRS results and using Adjusted EBITDA and Adjusted EBITDA margin only 

as supplemental measures. 
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Total debt and Net debt 

The Group calculates Total debt as the sum of current and non-current loans and borrowings and current and non-

current lease liabilities.  

The Group calculates Net debt as Total debt less cash and cash equivalents. The item is discussed throughout this 

Offering Memorandum, as the Group believes it provides a supplemental measure for analysing the Group’s 

liquidity. Net debt is not defined by IFRS and should not be considered in isolation or as an alternative to the 

Group’s liabilities as presented under IFRS.  

Total debt and Net debt measures are used by different companies for differing purposes and are often calculated 

in ways that reflect the circumstances of those companies. Accordingly, caution is required in comparing Total 

debt and Net debt as reported by the Group to such metrics of other companies. 

Net leverage  

The Group calculates Net leverage as Net debt divided by Adjusted EBITDA. LTM Adjusted EBITDA is used for 

calculation of Net Leverage as at 31 March 2021. The Group believes the item provides a measure of financial 

leverage to demonstrate the Group’s ability to repay its debt obligations. 

Net leverage measures are used by different companies for differing purposes and are often calculated in ways that 

reflect the circumstances of those companies. Accordingly, caution is required in comparing Net leverage as 

reported by the Group to such metrics of other companies. 

ROIC and Invested capital 

The Group calculates ROIC as profit for the period/year adjusted for income tax benefit, other income, net, 

(expense)/income on change in fair value of financial instruments, foreign exchange (loss)/gain, finance expense, 

and finance income, divided by average invested capital. Invested capital is an aggregate of Total debt and total 

equity less cash and cash equivalents. 

The Group believes that Invested capital provides a measure to illustrate the Group’s total invested capital at each 

period end.  

ROIC provides a finance measure to demonstrate the Group’s ability to efficiently use investments to generate 

income. 

ROIC and Invested capital are used by different companies for differing purposes and are often calculated in ways 

that reflect the circumstances of those companies. Accordingly, caution is required in comparing these measures 

as reported by the Group to such metrics of other companies. 

Capital expenditures 

The Group calculates Capital expenditures as an aggregate of purchases of non-current assets and acquisition of 

subsidiaries, other investment activities and acquisition of subsidiaries, net of cash acquired, net of proceeds from 

sale of property, plant and equipment.  

The item is discussed throughout this Offering Memorandum, as the Group believes it provides a measure of its 

investment into acquiring, upgrading and maintaining the Group’s fixed assets utilised in its business activities.  

Capital expenditures are used by different companies for differing purposes and are often calculated in ways that 

reflect the circumstances of those companies. Accordingly, caution is required in comparing Capital expenditures 

as reported by the Group to such metrics of other companies. 

Cash conversion 

The Group calculates Cash conversion as Adjusted EBITDA less Capital expenditures divided by Adjusted 

EBITDA. The Group believes that Cash conversion demonstrates its ability to convert profits into available cash.  

Cash conversion metrics are used by different companies for differing purposes and are often calculated in ways 

that reflect the circumstances of those companies. Accordingly, caution is required in comparing Cash conversion 

as reported by the Group to such metrics of other companies. 

Net working capital and Net working capital as a percentage of Revenue, excluding construction revenue 

The Group calculates Net working capital as inventories plus total financial receivables less total financial 

payables. The item is discussed throughout this Offering Memorandum, because the Group believes it provides a 

measure for assessing the Group’s efficiency in allocating capital and managing its liquidity position.  
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Net working capital metrics are used by different companies for differing purposes and are often calculated in 

ways that reflect the circumstances of those companies. Accordingly, caution is required in comparing Net working 

capital as reported by the Group to such metrics of other companies. 

The Group calculates Net working capital as a percentage of Revenue, excluding construction revenue as Net 

working capital divided by Revenue, excluding construction revenue. The Group believes that Net working capital 

as a percentage of Revenue, excluding construction revenue provides a measure for assessing the Group’s liquidity 

and the ability to meet its short-term obligations. 

Inventory days  

The Group calculates Inventory days as average inventory balance for the period divided by cost of medical 

services and products provided (excluding cost of construction) and multiplied by 365. Average inventory balance 

for the period is calculated as an average of inventory for the period and inventory for the respective previous 

period. 

Metrics relating to Inventory days are used by different companies for differing purposes and are often calculated 

in ways that reflect the circumstances of those companies. Accordingly, caution is required in comparing Inventory 

days as reported by the Group to such metrics of other companies. 

Trade receivables days 

The Group calculates Trade receivables days as average total financial receivables balance for the period divided 

by Revenue, excluding construction revenue and multiplied by 365. Average total financial receivables balance 

for the period is calculated as an average of total financial receivables for the period and total financial receivables 

for the respective previous period. 

Metrics relating to Trade receivables days are used by different companies for differing purposes and are often 

calculated in ways that reflect the circumstances of those companies. Accordingly, caution is required in 

comparing Trade receivables days as reported by the Group to such metrics of other companies. 

Trade payables days 

The Group calculates Trade payables days as average trade payable balance for the period divided by cost of 

medical services and products provided (excluding cost of construction) and multiplied by 365. Average total trade 

payables balance for the period is calculated as an average of trade payable for the period and trade payable for 

the respective previous period. 

Metrics relating to Trade payables days are used by different companies for differing purposes and are often 

calculated in ways that reflect the circumstances of those companies. Accordingly, caution is required in 

comparing Trade payables days as reported by the Group to such metrics of other companies. 

Days of financing requirement 

The Group calculates Days of financing requirement as Inventory days plus Trade receivables days less Trade 

payables days. 

Metrics relating to the Days of financing requirement are used by different companies for differing purposes and 

are often calculated in ways that reflect the circumstances of those companies. Accordingly, caution is required in 

comparing Days of financing requirement as reported by the Group to such metrics of other companies. 

Other Information 

NEO Center Report 

All statistical and market information provided by NEO Center (“NEO Center”), an independent consultant in 

the healthcare industry, and presented in this Offering Memorandum under the headings “Summary”, “Operating 

and Financial Review”, “Industry”, “Business” and elsewhere in the Offering Memorandum has been reproduced 

from a report dated 23 May 2021 prepared by NEO Center at the request of the Group (the “NEO Center Report”). 

NEO Center is an independent consultant in the healthcare industry with its registered offices at 5 Pyzhevsky 

pereulok, building 1, office 160, Moscow, Russia. 

NEO Center accepts responsibility for the information included in this Prospectus from the NEO Center Report 

and, to the best of NEO Center’s knowledge and belief, having taken all reasonable care to ensure such is the case, 

the information included in this Prospectus from the NEO Center Report is in accordance with the facts and does 

not omit anything likely to affect the import of such information. 
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Information Derived From Third Parties 

The Company has obtained certain statistical and market information that is presented in this Offering 

Memorandum on such topics as the Russian healthcare sector, the Russian economy in general and related subjects 

from the following third-party sources: 

• the Central Bank of Russia (the “CBR”); 

• the Russian Federal State Statistics Service (the “Rosstat”); 

• the Russian Ministry of Economic Development; and 

• the International Monetary Fund (the “IMF”). 

The third-party information is presented in this Offering Memorandum under the headings: “Summary”, 

“Operating and Financial Review”, “Industry”, “Business” and “Regulatory Matters”. 

The Company has accurately reproduced such information and, as far as it is aware and is able to ascertain from 

information published by such third party, no facts have been omitted that would render the reproduced information 

inaccurate or misleading. 

The information derived from the official data of various Russian governmental agencies has been accurately 

reproduced by the Company, and as far as the Company is aware and is able to ascertain from information 

published by such Russian governmental agencies, no facts have been omitted that would render the reproduced 

information inaccurate or misleading. The Company has relied on this information without independent 

verification. The official data published by Russian federal, regional and local government agencies is substantially 

less complete or researched that that of more developed countries. Official statistics, including data published by 

the CBR, may also be produced on different bases than those used in more developed countries. Any discussion 

of matters relating to Russia in this Offering Memorandum is therefore subject to uncertainty due to concerns 

about the completeness or reliability of available official and public information. 

In this Offering Memorandum, all references to: 

• “CBR” are to the Central Bank of Russia; 

• “CIS” are to the Commonwealth of Independent States and its member states (excluding Russia) as at the 

date of this Offering Memorandum, being Armenia, Azerbaijan, Belarus, Kazakhstan, Kyrgyzstan, Moldova, 

Tajikistan, Turkmenistan, Ukraine and Uzbekistan; 

• “EEA” are to the European Economic Area; 

• “EU” are to the European Union; 

• “IFC” are to the International Finance Corporation;  

• “Member State” are to a Member State of the European Economic Area;  

• “Moscow Area” means Moscow and the Moscow Region as federal subjects of the Russian Federation 

combined; and 

• “Russia” and “Russian” pertain to the Russian Federation. 

In this Offering Memorandum, the following currency terms are used: 

• “RUB” or “Roubles” means the lawful currency of the Russian Federation; 

• “U.S.$” or “U.S. dollar” means the lawful currency of the United States; and 

• “EUR” or “Euro” means the lawful currency of the member states of the European Union that adopted the 

single currency in accordance with the Treaty of Rome establishing the European Economic Community, as 

amended. 

References in the Offering Memorandum to “billions” are to thousands of millions. 

Exchange Rate Information 

This Offering Memorandum contains conversions of certain amounts relating to particular transactions from the 

currency in which the transaction was effected into U.S. dollars. These conversions were effected at the relevant 

foreign currency to U.S. dollar rate in effect as at the date of the transaction unless otherwise stated. No 

representation is made that the Rouble or U.S. dollar amounts referred to herein could have been or could be 

converted into Roubles or U.S. dollars, as the case may be, at these rates, at any particular rate or at all. 
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The table below sets out, for the periods and dates indicated, the high, low, period end and period average exchange 

rate between the Rouble and the U.S. dollar and the Rouble and Euro, based on the official exchange rate quoted 

by the CBR for the relevant year. Fluctuations in the exchange rate between the Rouble and the U.S. dollar and 

the Rouble and Euro in the past are not necessarily indicative of fluctuations that may occur in the future. These 

rates may also differ from the actual rates used in the preparation of the Financial Statements and other financial 

information presented in this Offering Memorandum. 

 RUB per U.S.$1.00 

 
High Low Period end 

Period 

average(1) 

     

2015 ........................................................................................ 72.88 49.18 61.87 60.96 

2016 ........................................................................................ 83.59 60.27 60.65 67.19 
2017 ........................................................................................ 60.75 55.85 57.60 58.30 

2018 ........................................................................................ 69.97 55.67 69.47 62.69 

2019 ........................................................................................ 69.47 61.72 61.91 64.74 
2020 ........................................................................................ 80.88 60.95 73.88 72.32 

2021 (up to and including 7 July 2021) ................................... 77.77 71.68 73.27 74.24 

 

 RUB per EUR1.00 

 
High Low Period end 

Period 

average(1) 

     

2015 ........................................................................................ 81.15  52.90  79.69  67.69  

2016 ........................................................................................ 91.18  63.48  63.81  74.26  
2017 ........................................................................................ 71.95  59.61  68.86  65.88  

2018 ........................................................................................ 81.39  67.88  79.46  74.13  

2019 ........................................................................................ 77.21  68.41  69.34  72.32  
2020 ........................................................................................ 93.76  67.82  90.68  82.84  

2021 (up to and including 7 July 2021) ................................... 92.33 85.99 87.00 89.45 
 

Source: www.cbr.ru (CBR) 

Note: 

(1) The average rates are calculated as the average of the daily exchange rates on each business day (which rate is announced by the CBR 

for each such business day) and on each non-business day (which rate is equal to the exchange rate on the previous business day). 

Translations 

The language of this Offering Memorandum is English. Certain legislative references and technical terms have 

been cited in their original language in order that the correct technical meaning may be ascribed to them under 

applicable law. All translations in this Offering Memorandum are direct and accurate translations of the original 

text. 
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LIMITATIONS ON ENFORCEMENT OF FOREIGN JUDGMENTS AND ARBITRATION AWARDS 

General 

The Company is organised in Cyprus, and all of its assets and the Group’s assets are located outside the United 

States and the United Kingdom, and all members of the Company’s board of directors (the “Board of Directors”) 

are resident outside of the United States or the United Kingdom. As a result, it may not be possible to effect service 

of process within the United States or the United Kingdom upon the Company or any of its subsidiaries or such 

persons or to enforce U.S. or UK court judgements obtained against them in jurisdictions outside the United States 

and the United Kingdom, including actions under the civil liability provisions of U.S. securities laws. In addition, 

it may be difficult to enforce, in original actions brought in courts in jurisdictions outside the United States and 

the United Kingdom, liabilities predicated upon U.S. or UK securities laws. 

Further, substantially all of the Group’s assets are located in Russia. Judgements rendered by a court in any 

jurisdiction outside Russia will generally be recognised by courts in Russia only if (i) an international treaty exists 

between Russia and the country where the judgement was rendered providing for the recognition of judgements 

in civil cases and/or (ii) a federal law of Russia specifically providing for the recognition and enforcement of 

foreign court judgements is adopted. No such federal law has been passed, and no such treaty exists, between 

Russia, on the one hand, and the United States or the United Kingdom, on the other hand. The Group, however, is 

aware of at least two instances in which Russian courts have recognised and enforced a foreign court judgment (an 

English court judgment in one instance and a Dutch court judgment in the other instance), on the basis of a 

combination of the principle of reciprocity and the existence of a number of bilateral and multilateral treaties to 

which both the United Kingdom and the Russian Federation, and both the United Kingdom and the Russian 

Federation, respectively, are parties. The courts determined that such treaties constituted grounds for the 

recognition and enforcement of the relevant foreign court judgment in Russia. In the absence of established court 

practice, however, it is difficult to predict whether a Russian court will be inclined in any particular instance to 

recognise and enforce a foreign court judgment on these grounds. Furthermore, Russian courts have limited 

experience in the enforcement of foreign court judgments. 

Cyprus  

The recognition or enforcement in Cyprus of court judgements or arbitral awards or decisions of an adjudicative 

authority in a country outside Cyprus, with which Cyprus has concluded a bilateral treaty or is connected with a 

convention for reciprocal recognition and enforcement of court judgements or arbitral awards, may be conditional 

upon obtaining a recognition or an enforcement order in Cyprus, provided such judgements or awards or decisions 

are enforceable in the country in which they are given or made. 

Judgement given in an EU state and enforceable in that state, shall be enforceable in Cyprus on the basis of free 

circulation of judgements, without any declaration of enforceability (Regulation (EU) No 1215/2012). 

Between Cyprus and the Russian Federation there is a Treaty on Legal Assistance in Civil and Criminal Matters 

which was concluded in Moscow on 19 January 1984 between Cyprus and the former Union of Soviet Socialist 

Republics which was ratified by Cyprus by its Law No. 172/1986. This Treaty remains in force until the conclusion 

of a new agreement according to the Protocol between Cyprus and the Russian Federation on the Inventory of 

Bilateral Agreements. 

According to Article 24 of the said Treaty between Cyprus and the Russian Federation, a judgement shall be 

recognised and enforced provided that: 

• it is final and enforceable under the law of the relevant party in whose territory it was given; 

• the party who failed to appear and take part in the proceedings and against whom the judgement was given 

was duly notified and in sufficient time, under the law of the relevant party in whose territory the judgement 

was given; 

• the case does not fall within the exclusive competence of an authority of the relevant party in whose territory 

the judgement is to be recognised and enforced; 

• no judgement, which became final, has been earlier rendered in the same subject-matter between the same 

parties in the territory of the relevant party where the judgement is to be recognised or enforced; and 

• proceedings between the same parties on the same subject matter are not pending before a judicial authority 

of the requested relevant party and those proceedings were the first to be instituted. 

Up to the date of this Offering Memorandum, neither the United States nor Cyprus has entered into a bilateral or 

other treaty with the other providing for the reciprocal recognition and enforcement of judgements (other than 

arbitration awards) in civil and commercial matters. A final and conclusive judgement for the payment of money 
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rendered by any competent federal or state court in the United States based on civil liability, whether or not 

predicated solely upon U.S. federal securities laws, would be recognised if it does not contravene the principles of 

public policy in Cyprus, but would not be automatically enforceable in Cyprus. In order to obtain a judgement 

which is enforceable in Cyprus, the party in whose favour a final and conclusive judgement of a U.S. court has 

been rendered must file, under principles of Common Law, its claim as a fresh action with a court of competent 

jurisdiction of Cyprus to be adjudicated. Under current practice, this party may submit to the Cyprus court, under 

the fresh action, the final judgement rendered by the U.S. court as evidence of the debt. If and to the extent that 

the Cypriot court finds the jurisdiction of the U.S. court to have been based on internationally acceptable grounds 

and that legal procedures comparable with Cypriot concepts of due process have been followed, the Cypriot court 

will, in principle, grant the same judgement as the judgement of the U.S. court, unless such judgement would 

contravene Cypriot principles of public policy. 

Subject to the foregoing and service of process in accordance with applicable treaties, investors may be able to 

enforce in Cyprus judgements in civil and commercial matters obtained from U.S. federal or state courts. However, 

no assurance can be given that those judgements will be enforceable. In addition, even if a Cypriot court has 

jurisdiction, it is uncertain whether such court will impose civil liability in an original action commenced in Cyprus 

and predicated solely upon U.S. federal securities laws. 

In addition, a judgement creditor for a debt, or definite sum of money (not being a sum payable in respect of taxes 

or other charges of a like nature or in respect of a fine or other penalty) seeking to enforce a final and conclusive 

foreign judgement in Cyprus given in a court of a country with which Cyprus has not concluded a bilateral treaty 

nor is connected with a convention for recognition and enforcement of judgements in Cyprus, cannot do so by 

direct execution of the judgement, but he must bring an action in Cyprus on the foreign judgement. 

Enforcement in Cyprus could be refused if impeachable for fraud on the part of the party in whose favour the 

judgement is given or fraud on the part of the court pronouncing the judgement or on the ground that its 

enforcement or, as the case may be, recognition, would be contrary to public policy.
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AVAILABLE INFORMATION  

The Company has agreed that, so long as any Rule 144A GDRs remain outstanding (in the case of Rule 144A 

GDRs represented thereby) or prior to the expiration of a period of 40 days after the last closing date of this 

Offering (the “Restricted Period”) (in the case of Regulation S GDRs or Ordinary Shares represented thereby), 

the Company will, during any period in which it is neither subject to Section 13 or 15(d) of the U.S. Securities 

Exchange Act of 1934, as amended (the “Exchange Act”), nor exempt from reporting under the Exchange Act 

pursuant to Rule 12g3-2(b) thereunder, make available upon request to any holder or beneficial owner of any such 

securities, or to any prospective purchaser of such securities designated by such holder or beneficial owner, the 

information required to be delivered pursuant to Rule 144A(d)(4) under the Securities Act. 

This Offering Memorandum is being furnished by the Company in connection with an offering exempt from the 

registration requirements of the Securities Act solely for the purpose of enabling a prospective investor to consider 

the acquisition of the GDRs described herein. The information contained in this Offering Memorandum has been 

provided by the Issuer and other sources identified herein. Any reproduction or distribution of this Offering 

Memorandum, in whole or in part, in the United States and any disclosure of its contents or use of any information 

herein in the United States for any purpose, other than considering an investment by the recipient in the GDRs 

offered hereby, is prohibited. Each potential investor in the GDRs, by accepting delivery of this Offering 

Memorandum, agrees to the foregoing. 
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FORWARD-LOOKING STATEMENTS 

Certain statements in this Offering Memorandum are not historical facts and constitute “forward-looking 

statements” within the meaning of Section 27A of the Securities Act and section 21E of the Exchange Act. A 

forward-looking statement is any statement that does not relate to historical facts and events, and can be identified 

by the use of such words and phrases as “according to estimates”, “anticipates”, “assumes”, “believes”, “could”, 

“estimates”, “expects”, “intends”, “is of the opinion”, “may”, “plans”, “potential”, “predicts”, “projects”, “should”, 

“to the knowledge of”, “will”, “would” and similar expressions, which are intended to identify a statement as 

forward-looking. This applies, in particular, to statements containing information on future financial results, plans, 

or expectations regarding the Group’s business and management, the Group’s future growth or profitability and 

general economic and regulatory conditions and other matters affecting the Group. 

Forward-looking statements reflect the Group’s current views of future events, are based on the Group’s 

assumptions and involve known and unknown risks, uncertainties and other factors that may cause the Group’s 

actual results, performance or achievements to be materially different from any future results, performance or 

achievements expressed or implied by these forward-looking statements. The occurrence or non-occurrence of an 

assumption could cause the Group’s actual financial condition and results to differ materially from, or fail to meet 

expectations expressed or implied by, such forward-looking statements. The Group’s business is subject to a 

number of risks and uncertainties that could also cause a forward-looking statement, estimate or prediction to 

become inaccurate. These risks include, but are not limited to, the following: 

• the Group’s ability to successfully implement any of the Group’s business strategies; 

• the Group’s ability to realise the benefits it expects from existing and future investments in its existing 

operations and capital investment programme; 

• changes in the competitive environment in which the Group and its customers operate; 

• the Group’s ability to fund future operations and capital needs through borrowing or otherwise; 

• the Group’s ability to integrate any new acquisitions and any future expansion of its business; 

• the Group’s ability to obtain requisite governmental or regulatory approvals to undertake planned or proposed 

terminal development projects; 

• general economic conditions in Russia and other countries in which the Group operates, such as the rate of 

economic growth and fluctuations in exchange and interest rates; 

• government intervention, resulting in changes to the economic, tax, tariff or regulatory environment in Russia 

or other countries in which the Group operates; 

• changes in Russian foreign trade policy; 

• changes in political or social conditions in Russia; 

• actions taken by the Group’s strategic partners that may not be in accordance with the Group’s policies and 

objectives; 

• actions taken by the Group’s controlling beneficial shareholders that are not in line with, or may conflict 

with, the best interests of the Group and/or its other shareholders; and 

• the Group’s success in identifying other risks to the Group’s business and managing the risks of the 

aforementioned factors. 

Additional factors that could cause the Group’s actual results, performance or achievements to differ materially 

include, but are not limited to, those discussed under “Risk Factors”. Any forward-looking statements speak only 

as at the date of this Offering Memorandum. After the date of this Offering Memorandum, neither the Group nor 

the Joint Bookrunners assume, and each of the Group and each of the Joint Bookrunners expressly disclaims, any 

obligation to update any forward-looking statements or to conform these forward-looking statements to the 

Group’s actual results. 

All subsequent written and oral forward-looking statements attributable to the Group, and those acting on behalf 

of the Group are expressly qualified in their entirety by this paragraph. Before making an investment decision 

prospective investors should specifically consider the factors identified in this Offering Memorandum that could 

cause actual results to differ. 

None of the Group, its management or the Joint Bookrunners can give any assurance regarding the future accuracy 

of the opinions set forth herein or as to the actual occurrence of any predicted developments. 
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USE OF PROCEEDS 

The Selling Shareholders will receive all of the gross proceeds of the Offering, which will be approximately 

U.S.$ 500 million. The Company is not selling any GDRs in the Offering and will not receive any of the proceeds 

from the sale of GDRs by the Selling Shareholders in the Offering, except approximately U.S.$ 3 million that will 

be received by the Company or its subsidiary towards reimbursement of the Group’s costs and expenses incurred 

in connection with preparation to the Offering. 
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CAPITALISATION  

The following table sets forth the Group’s cash and cash equivalents, loans and borrowings and capitalisation as 

at 31 March 2021. The information included in the table below has been extracted without adjustment from the 

Interim Financial Statements. 

Prospective investors should read this table in conjunction with “Selected Historical Financial and Operating 

Information”, “Operating and Financial Review” and the Financial Statements. 
 

 As at 31 March 2021  

 (EUR thousands) 

  

Cash and cash equivalents ......................................................................................................................................  28,119 

Non-current loans and borrowings ............................................................................................................................  92,125 

Current loans and borrowings ...............................................................................................................................................................  34,231 

Total loans and borrowings ................................................................................................................................................................  126,356 

Share capital .............................................................................................................................................................  31 

Share premium and additional paid-in capital ...........................................................................................................  87,411 
Foreign currency translation reserve .........................................................................................................................  (134,241) 

Retained earnings ......................................................................................................................................................  185,931 

Equity attributable to the shareholders of the Company ......................................................................................  139,132 

Non-controlling interests ........................................................................................................................................  (6,975) 

Total Equity .............................................................................................................................................................  132,157 

Total capitalisation(1) ..............................................................................................................................................................................  258,513 

 

(1) Total capitalisation is the sum of loans and borrowings and total equity. 

Since 31 March 2021, there has been no material change in the Group’s capitalisation. 
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SELECTED CONSOLIDATED FINANCIAL AND OTHER INFORMATION  

The financial information set forth below as at and for the three-month period ended 31 March 2021 and for the 

years ended 31 December 2020 and 2019 has been extracted without material adjustment from the Financial 

Statements. The financial information pertaining to the three months ended 31 March 2020 and the year ended 31 

December 2018 has been derived, without adjustment, from the unaudited comparatives included in the Interim 

Financial Statements and the 2019 Financial Statements, respectively. The financial data set forth below should 

be read in conjunction with, and is qualified in its entirety by reference to, the Financial Statements and related 

notes included elsewhere in this Offering Memorandum and “Operating and Financial Review”. 

Consolidated statement of profit or loss and other comprehensive income data for the three months ended 

31 March 2021 and 2020 and for the years ended 31 December 2020, 2019 and 2018 

  
Three months ended 

31 March 

Year ended  

31 December 

  2021 2020 2020 2019 2018 

  EUR in thousands 

Revenue ...................................................................................  65,155 61,243 259,026 245,203 194,620 
Cost of medical services and products provided ......................  (38,197) (42,199) (159,213) (159,339) (110,108) 

Gross profit ............................................................................  26,958 19,044 99,813 85,864 84,512 

Selling expenses.......................................................................  (954) (1,395) (4,147) (4,809) (4,102) 

General and administrative expenses .......................................  (3,289) (3,825) (14,157) (14,756) (13,379) 

Operating profit .....................................................................  22,715 13,824 81,509 66,299 67,031 

Finance income ........................................................................  602 63 142 222 411 
Finance expense .......................................................................  (2,159) (2,604) (9,717) (9,141) (2,765) 

Foreign exchange (loss)/gain ...................................................  (522) (4,079) (2,553) 106 649 

(Expense)/Income on change in fair value of financial 
instruments ..............................................................................  (1,486) 5,527 9,570 (3,795) 2,397 

Other income, net .....................................................................  (486) 18 1,573 1,880 (785) 

Profit before tax .....................................................................  18,664 12,749 80,524 55,571 66,938 

Income tax benefit ...................................................................  19 98 36 3,947 (15,269) 

Profit for the period/year ......................................................  18,683 12,847 80,560 59,518 51,669 

Other comprehensive income ................................................       
Items that may be reclassified subsequently to profit or loss      

Effect of translation to presentation currency...........................  4,004 (31,392) (43,786) 3,952 (14,346) 

Other comprehensive income/(loss) for the period ..............  4,004 (31,392) (43,786) 3,952 (14,346) 

Total comprehensive income for the period .........................  22,687 (18,545) 36,774 63,470 37,323 

Profit/(loss) for the period attributable to:      
Shareholders ............................................................................  19,289 13,672 82,827 61,990 52,579 

Non-controlling interests .........................................................  (606) (825) (2,267) (2,472) (910) 

  18,683 12,847 80,560 59,518 51,669 

Total comprehensive income/(loss) for the period 

attributable to:      

Shareholders ............................................................................  23,293 (17,720) 39,041 65,942 38,233 

Non-controlling interests .........................................................  (606) (825) (2,267) (2,472) (910) 

  22,687 (18,545) 36,774 63,470 37,323 

Earnings per share      

Basic and diluted (EUR per share) ...........................................  0.21 0.15 0.92 0.69 1.74 
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Consolidated statement of financial position of the Group as at 31 March 2021 and as at 31 December 2020, 

2019 and 2018 

 

As at 

31 March 

As at  

31 December 

 2021 2020 2019 2018 

 EUR in thousands 

ASSETS     

Non-current assets     

Property, plant and equipment ....................................................  149,659 146,512 176,070 127,650 
Advances paid for non-current assets ..........................................  7,360 6,953 9,267 9,349 

Goodwill .....................................................................................  22,840 22,386 29,276 25,548 

Intangible assets ..........................................................................  790 782 883 691 

Deferred tax assets ......................................................................  540 463 207 230 

Long-term derivative instruments FVTPL ..................................  5,483 6,305 - 168 

Financial investments .................................................................  - - 885 10 

Intangible asset, concession ........................................................  63,846 62,162 57,933 - 

Other long-term receivables ........................................................  - - 68 240 
Non-current concession asset ......................................................  - - - 25,961 

Total non-current assets ...........................................................  250,518 245,563 274,589 189,847 

     

Current assets     

Inventories ..................................................................................  7,013 8,609 16,065 4,260 

Trade and other receivables ........................................................  46,600 36,994 16,137 16,464 

Advances paid to suppliers .........................................................  2,413 1,705 4,699 495 

Short-term derivative instruments FVTPL ..................................  181 130 - 511 

Financial investments .................................................................  135 1,125 173 34 

Income tax receivable .................................................................  87 79 127 77 

Cash and cash equivalents ..........................................................  28,119 20,353 9,201 16,429 

Total current assets ...................................................................  84,548 68,995 46,402 38,270 

Total assets ................................................................................  335,066 314,558 320,991 228,117 

     

EQUITY AND LIABILITIES     

Capital and reserves     

Share capital ...............................................................................  31 31 31 31 

Share premium and additional paid-in capital .............................  87,411 87,411 87,411 156,794 

Foreign currency translation reserve ...........................................  (134,241) (138,245) (94,459) (98,411) 

Retained earnings ........................................................................  185,931 166,642 83,815 21,825 

Equity attributable to shareholders of the Company .................  139,132 115,839 76,798 80,239 

Non-controlling interests ............................................................  (6,975) (6,369) (4,102) (1,630) 

Total equity ...............................................................................  132,157 109,470 72,696 78,609 

     

Non-current liabilities     
Loans and borrowings .................................................................  92,125 96,367 123,999 63,560 

Lease liabilities ...........................................................................  22,719 21,808 24,275 22,142 
Other long-term payables ............................................................  10,459 10,822 15,673 6,429 

Long-term derivative instruments FVTPL ..................................  83 13 897 - 

Deferred tax liabilities ................................................................  1,778 1,725 1,974 5,414 

Total non-current liabilities .....................................................  127,164 130,735 166,818 97,545 

     

Current liabilities     

Loans and borrowings .................................................................  34,231 34,820 40,744 21,064 

Trade and other payables ............................................................  26,861 27,017 27,569 18,574 

Advances received from customers.............................................  8,117 7,151 6,646 4,951 
Provisions ...................................................................................  139 136 178 2,115 

Short-term derivative instruments FVTPL ..................................  667 138 1,527 - 

Lease liabilities ...........................................................................  5,713 5,082 4,807 5,253 

Income tax payable .....................................................................  17 9 6 6 

Total current liabilities .............................................................  75,745 74,353 81,477 51,963 

Total liabilities ...........................................................................  202,909 205,088 248,295 149,508 

Total equity and liabilities ........................................................  335,066 314,558 320,991 228,117 
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Consolidated statement of cash flows for the three months ended 31 March 2021 and 2020 and for the years 

ended 31 December 2021, 2019 and 2018 

 

As at 

31 March 

As at  

31 December 

 2021 2020 2020 2019 2018 

 EUR in thousands 

Operating activities   

Adjustments for:  

 

 

Profit for the period/year .......................................................  18,683 12,847 80,560 59,518 51,669 

Depreciation and amortisation ...............................................  4,217 4,079 15,521 16,826 13,665 

Finance expense ....................................................................  2,159 2,604 9,717 9,141 2,765 

Foreign exchange loss/(gain) .................................................  522 4,079 2,553 (106) (649) 
Movement in other allowance ...............................................  541 - - - - 

Write-off of inventory ...........................................................  - - 183 - - 

Non-recoverable VAT write-off ............................................  - 13 148 141 957 
Movement in allowance for expected credit losses ...............  (22) 45 87 348 (189) 

Loss on disposal of property and equipment .........................  - 9 14 174 77 

Income tax (benefit)/expense ................................................  (19) (98) (36) (3,947) 15,269 
Finance income .....................................................................  (602) (63) (142) (222) (411) 

Write-off of payables (expired limitation period) ..................  (37) (35) (160) (161) (369) 

Advance recovered (previously written-off) ..........................  - - (1,748) - - 
Income from changes in terms of lease .................................    - - (14) 

Net expense/(income) on fair value of financial instruments.  1,486 (5,527) (9,570) 3,795 (2,397) 

 26,928 17,953 97,127 85,507 80,373 

Decrease/(Increase) in working capital      

Decrease/(Increase) in inventories.........................................  1,757 (668) 3,861 (10,705) (626) 

(Increase)/Decrease in trade and other receivables ................  (8,734) (2,797) (26,153) 877 (11,354) 
Decrease/(Increase) in advances to suppliers  .......................  (668) 3,644 2,077 (3,955) 23 

Decrease in provisions ..........................................................  - - - (2,149) - 

Increase in advances received from customers ......................  815 1,211 2,277 931 939 

(Decrease)/Increase in trade and other payables ....................  (1,469) (4,893) (2,299) 2,833 3,383 

 18,629 14,450 76,890 73,339 72,738 

      
Income tax paid .....................................................................  (4) (8) (36) (85) (10,673) 

Interest paid ...........................................................................  (1,643) (2,352) (8,631) (8,417) (3,058) 

Interest received ....................................................................  73 63 142 222 411 

Net cash generated from operating activities ....................  17,055 12,153 68,365 65,059 59,418 

      

Investing activities      
Proceeds from sale of property, plant and equipment ............  (2) (13) 93 823 976 

Purchases of non-current assets .............................................  (3,804) (6,608) (36,539) (57,563) (23,964) 

Acquisition of subsidiaries, net of cash acquired ...................  - - - (711) - 

Other investment activities ....................................................  (4) 143 267 (1,694) 1,800 

Net cash used in investing activities ...................................  (3,810) (6,478) (36,179) (59,145) (21,188) 

      
Financing activities      

Repayments of lease liabilities ..............................................  (636) (755) (2,630) (3,229) (3,032) 

Receipt of loans and borrowings ...........................................  - 5,526 33,085 89,510 51,553 
Repayments of loans and borrowings ....................................  (5,387) (7,914) (48,002) (22,782) (22,412) 

Increase in issued share capital..............................................  - - - - 29 
Share premium reduction ......................................................  - - - (79,806) - 

Dividends ..............................................................................  - - - - (60,025) 

Net cash used in financing activities...................................  (6,023) (3,143) (17,547) (16,307) (33,887) 

Net movement in cash and cash equivalents......................  7,222 2,532 14,639 (10,393) 4,343 

Cash and cash equivalents, beginning of the period .........  20,353 9,201 9,201 16,429 14,929 

Effect of foreign exchange rate changes including effect of 

revaluation of cash and cash equivalents ...............................  544 (1,365) (3,487) 3,165 (2,843) 

Cash and cash equivalents, end of the period ....................  
28,119 10,368 20,353 9,201 16,429 
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Alternative Performance Measures  

 

Three months ended 

31 March 

Years ended 

31 December 

 2021 2020 2020 2019 2018 

 

EUR in thousands 

(except for days, percentages and multiples) 

Revenue, excluding construction revenue(1) .......................  64,645 57,787 241,327 219,745 194,620 
Cost of medical services and products provided, excluding 

cost of construction reconciliation(2) ...............................  37,711 38,908 142,357 135,094 110,108 

Adjusted operating profit margin(3).....................................  35.1% 23.6% 33.4% 29.6% 34.4% 
Adjusted EBITDA(4) ...........................................................  27,147 17,931 97,292 82,750 82,623 

Adjusted EBITDA margin(5) ...............................................  42.0% 31.0% 40.3% 37.7% 42.5% 

Total debt(6) ........................................................................  154,788 n/a 158,077 193,825 112,019 
Net debt(7) ...........................................................................  126,669 n/a 137,724 184,624 95,590 

Net leverage(8) ....................................................................  1.2x n/a 1.4x  2.2x 1.2x 

ROIC(9) ...............................................................................  n/a n/a 32.3% 30.7% 37.5% 
Capital expenditures(10) .......................................................  3,810 6,478 36,179 59,145 21,188 

Cash conversion(11) .............................................................  86.0% 63.9% 62.8% 28.5% 74.4% 

Net working capital(12) ........................................................  46,710 n/a 38,175 24,743 14,409 
Net working capital as a % of Revenue, excluding 

construction revenue (13) ..................................................  72.3% n/a 15.8% 11.3%  7.4% 

Days of financing requirement(14) .......................................  n/a n/a 53.7 36.7 18.1 

Inventory days(15) ................................................................  n/a n/a 31.6 27.5 14.1 

Trade receivables days(16) ...................................................  n/a n/a 38.9 25.9 20.2 

Trade payables days(17) .......................................................  n/a n/a 16.8 16.7 16.2 
  

 

Twelve months ended 

31 March 2021 

 EUR in thousands 

LTM Adjusted EBITDA(18) ....................................................................................................  106,508 

 

Notes: 

(1) Revenue, excluding construction revenue is Revenue less construction revenue. 

(2) Cost of medical services and products provided, excluding cost of construction is Cost of medical services and products provided less 
cost of construction. 

(3) Adjusted operating profit margin is calculated as Operating profit less construction revenue plus cost of construction divided by Revenue, 
excluding construction revenue. 

(4) Adjusted EBITDA is profit for the period/year adjusted for income tax benefit, other income, net, (expense)/income on change in fair 

value of financial instruments, foreign exchange (loss)/gain, finance expense, and finance income, less construction revenue plus cost 
of construction, non-recurring expenses, depreciation of property plant and equipment (representing depreciation of property plant and 

equipment attributable to (a) Cost of medical services and products provided, (b) Selling expenses and (c) General and administrative 

expenses) and amortisation of intangible assets (representing amortisation of intangible assets attributable to (a) Cost of medical services 
and products provided, (b) Selling expenses and (c) General and administrative expenses) for the period.  

(5) Adjusted EBITDA margin is Adjusted EBITDA expressed as a percentage of Revenue, excluding construction revenue.  

(6) Total debt is the sum of current and non-current loans and borrowings and current and non-current lease liabilities. 

(7) Net debt is Total debt less cash and cash equivalents. 

(8) Net leverage is Net debt divided by Adjusted EBITDA. LTM Adjusted EBITDA is used for calculation of Net Leverage as at 31 March 
2021. 

(9) ROIC is profit for the period/year adjusted for income tax benefit, other income, net, (expense)/income on change in fair value of 
financial instruments, foreign exchange (loss)/gain, finance expense, and finance income, divided by average invested capital. Invested 
capital is an aggregate of Total debt and total equity less cash and cash equivalents. 

(10) Capital expenditures is an aggregate of purchases of non-current assets, proceeds from sale of property, plant and equipment, other 
investment activities and acquisition of subsidiaries, net of cash acquired. 

(11) Cash conversion is Adjusted EBITDA less Capital expenditures divided by Adjusted EBITDA. 

(12) Net working capital is calculated as follows: inventories plus total financial receivables less trade payables. 

(13) Net working capital is calculated as a percentage of Revenue, excluding construction revenue as Net working capital divided by Revenue, 
excluding construction revenue. 

(14) Days of financing requirement is calculated as follows: inventory days plus trade receivables days less trade payables days. 

(15) Inventory days are calculated as Average Inventory balance for the period divided by Cost of medical services and products provided 

(excluding cost of construction) and multiplied by 365. Average Inventory balance for the period is calculated as an average of 
Inventories for the period and Inventory for the respective previous period. 

(16) Trade receivables days are calculated as Average total financial receivables balance for the period divided by Revenue, excluding 

construction revenue and multiplied by 365. Average total financial receivables balance for the period is calculated as an average of 
total financial receivables for the period and total financial receivables for the respective previous period. 

(17) Trade payables days are calculated as Average trade payable balance for the period divided by Cost of medical services and products 
provided (excluding cost of construction) and multiplied by 365. Average trade payable balance for the period is calculated as an average 
of trade payable for the period and trade payable for the respective previous period. 

(18) LTM Adjusted EBITDA is Adjusted EBITDA for the last 12 months ended 31 March 2021 and is calculated as Adjusted EBITDA for 

the year ended 31 December 2020 less Adjusted EBITDA for the three months ended 31 March 2020 plus Adjusted EBITDA for the 
three months ended 31 March 2021.  
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Revenue, excluding construction revenue reconciliation 

 

Three months ended  

31 March 

Years ended 

31 December 

 2021 2020 2020 2019 2018 

 EUR in thousands 

Revenue .............................................................................  65,155 61,243 259,026 245,203 194,620 

Less:      
Construction revenue .........................................................  510 3,456 17,699 25,458 - 

Revenue, excluding construction revenue ......................  64,645 57,787 241,327 219,745 194,620 

Cost of medical services and products provided, excluding cost of construction reconciliation 

 

Three months ended  

31 March 

Years ended 

31 December 

 2021 2020 2020 2019 2018 

 EUR in thousands 

Cost of medical services and products provided .................  38,197 42,199 159,213 159,339 110,108 

Less      

Cost of construction ...........................................................  486 3,291 16,856 24,245 - 

Cost of medical services and products provided, 

excluding cost of construction .........................................  37,711 38,908 142,357 135,094 110,108 

Adjusted operating profit margin  

 

Three months ended  

31 March 

Years ended 

31 December 

 2021 2020 2020 2019 2018 

 

EUR in thousands 

(except for percentages) 

Operating profit ..................................................................  22,715 13,824 81,509 66,299 67,031 

Less:      
Construction revenue .........................................................  510 3,456 17,699 25,458 - 

Plus:      

Cost of construction ...........................................................  486 3,291 16,856 24,245 - 
Divided by:      

Revenue, excluding construction revenue ..........................  64,645 57,787 241,327 219,745 194,620 

Adjusted operating profit margin ...................................  35.1% 23.6% 33.4% 29.6% 34.4% 

Adjusted EBITDA reconciliation 

 

Three months ended  

31 March 

Years ended 

31 December 

 2021 2020 2020 2019 2018 

 EUR in thousands 

Profit for the period/year 18,683 12,847 80,560 59,518 51,669 

Adjusted for:      

Income tax benefit ..............................................................  19 98 36 3,947 (15,269) 

Other income, net ...............................................................  (486) 18 1,573 1,880 (785) 

(Expense)/Income on change in fair value of financial 
instruments .....................................................................  (1,486) 5,527 9,570 (3,795) 2,397 

Foreign exchange (loss)/gain ..............................................  (522) (4,079) (2,553) 106 649 

Finance expense .................................................................  (2,159) (2,604) (9,717) (9,141) (2,765) 

Finance income ..................................................................  602 63 142 222 411 

Operating profit ...............................................................  22,715 13,824 81,509 66,299 67,031 

Less:      
Construction revenue .........................................................  510 3,456 17,699 25,458 - 

Plus:      

Depreciation of property plant and equipment and 
Amortisation of intangible assets (1) ....................................  4,217 4,079 15,521 16,826 13,665 

Cost of construction ...........................................................  486 3,291 16,856 24,245 - 
Non-recurring expenses......................................................  239 193 1,105 838 1,927 

Adjusted EBITDA ............................................................  27,147 17,931 97,292 82,750 82,623 

 

Note: 

(1) Includes Depreciation of property plant and equipment and Amortisation of intangible assets attributable to (a) Cost of medical services 

and products provided, (b) Selling expenses and (c) General and administrative expenses. 

  



Selected Consolidated Financial and Other Information 

 56  

 

LTM Adjusted EBITDA reconciliation 

 

Twelve months ended 

31 March 2021 

 EUR in thousands 

Adjusted EBITDA for the year ended 31 December 2020 .....................................................  97,292 

Less  

Adjusted EBITDA for the three months ended 31 March 2020 ..............................................  17,931 

Plus  

Adjusted EBITDA for the three months ended 31 March 2021 ..............................................  27,147 

LTM Adjusted EBITDA ......................................................................................................  106,508 

Adjusted EBITDA margin reconciliation 

 

Three months ended 

31 March 

Years ended 

31 December 

 2021 2020 2020 2019 2018 

 
EUR in thousands 

(except for percentages) 

Adjusted EBITDA ..............................................................  27,147 17,931 97,292 82,750 82,623 

Divided by:      

Revenue, excluding construction revenue ..........................  64,645 57,787 241,327 219,745 194,620 

Adjusted EBITDA margin ...............................................  42.0% 31.0% 40.3% 37.7% 42.5% 

Total debt reconciliation 

 

As at 

31 March 

As at 

31 December 

 2021 2020 2019 2018 

 EUR in thousands 

Non-current loans and borrowings .....................................  92,125 96,367 123,999 63,560 

Plus:     
Non-current lease liabilities................................................  22,719 21,808 24,275 22,142 

Current loans and borrowings ............................................  34,231 34,820 40,744 21,064 

Current lease liabilities .......................................................  5,713 5,082 4,807 5,253 

Total debt ..........................................................................  154,788 158,077 193,825 112,019 

Net debt reconciliation 

 

As at 

31 March 
As at 

31 December 

 2021 2020 2019 2018 

 EUR in thousands 

Total debt ............................................................................  154,788 158,077 193,825 112,019 
Less:     

Cash and cash equivalents ...................................................  (28,119) (20,353) (9,201) (16,429) 

Net debt ..............................................................................  126,669 137,724 184,624 95,590 

Net Leverage reconciliation 

 

As at and for 

the three 

months ended 

31 March 
As at and for the years ended 

31 December 

 2021 2020 2019 2018 

 

EUR in thousands 

(except for multiples) 

Net debt ..............................................................................  126,669 137,724 184,624 95,590 

Divided by:     
Adjusted EBITDA(1) ...........................................................  106,508 97,292 82,750 82,623 

Net Leverage .....................................................................  1.2x 1.4x  2.2x 1.2x 

 

Note: 

(1) LTM Adjusted EBITDA is used for calculation of Net Leverage as at 31 March 2021. 
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ROIC reconciliation 

 

Years ended 

31 December 

 2020 2019 2018 

 EUR in thousands 

Total equity ........................................................................  109,470 72,696 78,609 

Plus:    
Total debt ...........................................................................  158,077 193,825 112,019 

Less:    

Cash and cash equivalents ..................................................  20,353 9,201 16,429 

Invested capital .................................................................  247,194 257,320 174,199 

Invested capital for the previous period .........................  257,320 174,199 183,244 

Divided by 2    

Average invested capital ..................................................  252,257 215,760 178,722 

 

 

Years ended 

31 December 

 2020 2019 2018 

 
EUR in thousands 

(except for percentages) 

Profit for the year 80,560 59,518 51,669 

Adjusted for:    

Income tax benefit ..............................................................  36 3,947 (15,269) 

Other income, net ...............................................................  1,573 1,880 (785) 
(Expense)/Income on change in fair value of financial 

instruments .....................................................................  9,570 (3,795) 2,397 
Foreign exchange (loss)/gain ..............................................  (2,553) 106 649 

Finance expense .................................................................  (9,717) (9,141) (2,765) 

Finance income ..................................................................  142 222 411 

Operating profit ...............................................................  81,509 66,299 67,031 

Divided by:    

Average invested capital ....................................................  252,257 215,760 178,722 

ROIC .................................................................................  32.3% 30.7% 37.5% 

Capital expenditures reconciliation 

 

Three months ended 

31 March 
Years ended 

31 December 

 2021 2020 2020 2019 2018 

 EUR in thousands 

Purchases of non-current assets ..........................................  3,804 6,608 36,539 57,563 23,964 

Plus:      
Proceeds from sale of property, plant and equipment .........  2 13 (93) (823) (976) 

Other investment activities .................................................  4 (143) (267) 1,694 (1,800) 

Acquisition of subsidiaries, net of cash acquired ................  - - - 711 - 

Capital expenditures ........................................................  3,810 6,478 36,179 59,145 21,188 

Cash conversion reconciliation 

 

Three months ended 

31 March 
Years ended 

31 December 

 2021 2020 2020 2019 2018 

 

EUR in thousands 

(except for percentages) 

Adjusted EBITDA ..............................................................  27,147 17,931 97,292 82,750 82,623 

Less:      

Capital expenditures ...........................................................  3,810 6,478 36,179 59,145 21,188 
Divided by:      

Adjusted EBITDA ..............................................................  27,147 17,931 97,292 82,750 82,623 

Cash Conversion ..............................................................  86.0% 63.9% 62.8% 28.5% 74.4% 
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Net Working Capital and Net working capital as a percentage of Revenue, excluding construction revenue 

reconciliation 

 31 March 31 December 

 2021 2020 2019 2018 

 

EUR in thousands 

(except for percentages) 

Inventories .........................................................................  7,013 8,609 16,065 4,260 
Plus:     

Total financial receivables..................................................  45,263 35,816 15,568 15,644 

Less:     

Trade payables ...................................................................  5,566 6,250 6,890 5,495 

Net Working Capital ........................................................  46,710 38,175 24,743 14,409 

Net working capital as a percentage of Revenue, 

excluding construction revenue .......................................  72.3% 15.8% 11.3%  7.4% 

Inventory days reconciliation 

 

Years ended 

31 December 

 2020 2019 2018 

 EUR in thousands (except for days) 

Inventories .........................................................................  8,609 16,065 4,260 

Inventories for the previous period .................................... ̀  16,065 4,260 4,245 
Divided by 2    

Multiplied by 365    

Divided by:    
Cost of medical services and products provided, excluding 

cost of construction ............................................................  142,357 135,094 110,108 

Inventory Days .................................................................  31.6 27.5 14.1 

Trade receivables days reconciliation 

 

Years ended 

31 December 

 2020 2019 2018 

 EUR in thousands (except for days) 

Total financial receivables..................................................  35,816 15,568 15,644 

Total financial receivables for the previous period .............  15,568 15,644 5,894 
Divided by 2    

Multiplied by 365    

Divided by:    

Revenue, excluding construction revenue ..........................  241,327 219,745 194,620 

Trade receivables days .....................................................  38.9 25.9 20.2 

Trade payables days reconciliation 

 

Years ended 

31 December 

 2020 2019 2018 

 EUR in thousands (except for days) 

Trade payables ...................................................................  6,250 6,890 5,495 

Trade payables for the previous period ..............................  6,890 5,495 4,267 
Divided by 2    

Multiplied by 365    

Divided by:    
Cost of medical services and products provided, excluding 

cost of construction ........................................................  142,357 135,094 110,108 

Trade payables days .........................................................  16.8 16.7 16.2 

Days of financing requirement reconciliation 

 

Years ended 

31 December 

 2020 2019 2018 

 days 

Inventory days ....................................................................  31.6 27.5 14.1 

Plus:    
Trade receivables days .......................................................  38.9 25.9 20.2 

Less:    

Trade payables days ...........................................................  16.8 16.7 16.2 

Days of financing requirement ........................................  53.7 36.7 18.1 
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OPERATING AND FINANCIAL REVIEW 

The following overview of the Group’s financial condition and results of operations as at and for the three months 

ended 31 March 2021 and 2020 and as at and for the years ended 31 December 2020, 2019 and 2018 is based on 

the Financial Statements. You should read this section in conjunction with the Financial Statements, including the 

notes thereto, as well as the Group’s other financial information included elsewhere in this Offering Memorandum.  

In addition, the following discussion contains certain forward-looking statements that reflect the Group’s plans, 

estimates and beliefs. The Group’s actual results may differ materially from those discussed in these forward-looking 

statements. Factors that could cause or contribute to such differences include, but are not limited to, those discussed 

below and elsewhere in this Offering Memorandum, including in “Risk Factors”. See “Forward-Looking 

Statements” for additional information. 

The selected consolidated financial information in this section has been derived from the Financial Statements, in 

each case without material adjustment, unless otherwise stated. The Financial Statements have been prepared in 

accordance with IFRS.  

Overview  

The Group is one of Russia’s largest multidisciplinary private healthcare providers by revenue in 2020, according 

to NEO Center, and the largest private healthcare provider by Adjusted EBITDA compared to its Russian private 

healthcare peers’ EBITDA, according to the latest publicly available information published by these peers. The 

Group believes that its leadership position in the Russian private healthcare market is underpinned by the premium 

quality and breadth of its medical services, the expertise of its international team of highly-qualified physicians and 

staff, modern facilities fitted with state-of-the-art equipment, and services provided to the highest international 

healthcare standards.  

The Group is a fully-integrated healthcare services provider offering a full range of medical services, and has 

advanced capabilities in more than 57 specialisations, including, among others, oncology, radiation therapy, 

diagnostics, cardiology and surgery, differentiating it from the direct competition in Russia. See “Business—

Healthcare Services” and “Business —Facilities”. The Group utilises a patient-centric approach to its healthcare 

services offering, which allows it to provide patients with a full range of diagnostics and treatment services as well 

as offer tailor-made medical care. According to NEO Center, the Group’s healthcare service offering is one of the 

most comprehensive among private healthcare providers in Russia, and the Group has a particular focus on achieving 

clinical excellence whilst ensuring the highest quality of customer service.  

The Group’s network comprises seven multidisciplinary medical centres, one maternity hospital and one 

rehabilitation centre (with a total build-up area of approximately 87 thousand square metres) and three geriatric 

centres (with a total build-up area of approximately 14 thousand square metres). As at 31 March 2021, the Group 

had 2,593 employees, comprising 752 physicians, 1,472 nurses and other medical staff and 369 administrative and 

support staff. 

The Group operates in Moscow and the Moscow Region which is the main Russian metropolitan area with a 

population of more than 20 million with the highest average salaries in the country, according to NEO Center. The 

Group believes that the market in which it operates has a strong potential for future growth due to a number of 

factors, including favourable macroeconomic and prevailing demographic trends (such as aging population and 

increasing life expectancy), increasing demand for high-quality medical services among Russians with a high 

disposable income, the significantly lower level of healthcare expenditure per capita in Russia compared to OECD 

countries, supportive government policies aimed at strengthening the private healthcare market, relative 

underpenetration of the Russian private healthcare services market and substantial barriers to entry for new 

healthcare providers. According to NEO Center, the Group’s addressable market is estimated to be approximately 

1.3 million customers (excluding the MHI segment), with the Group having approximately 69 thousand customers 

(excluding MHI) in 2020. 

The Group’s growth strategy is focused on capturing consistently growing demand for high-quality private 

healthcare services in Russia, attracting new customers and becoming the clinic of choice across the entire spectrum 

of medical services for the Group’s existing customers. In addition, the Group seeks to expand significantly in 

developing a leading oncology platform in Russia, as well as in other areas of the mandatory health insurance market, 

through entering into private-public-partnership agreements with regional governmental bodies. The Group’s 

outpatient visits (excluding MHI) continued to grow from 461,479 to 497,413 and 496,118 outpatient visits in 2018, 

2019 and 2020, respectively, representing a CAGR of 3.7%. Over the same period, the number of hospitalisations 

(excluding MHI) decreased slightly at a CAGR of 3.4% from 8,648 to 8,769 and 8,075, respectively. The number 

of MHI visits increased with a CAGR of 56.9% from 18,473 to 26,234 and further to 45,482 in 2018, 2019 and 

2020, respectively. For the three months ended 31 March 2021, the Group’s outpatient visits (excluding MHI) and 
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inpatient admissions (excluding MHI) amounted to 129,183 and 2,086, respectively. In 2020, the Group had 

Revenue of EUR 259.0 million, Revenue, excluding construction revenue of EUR 241.3 million, Adjusted EBITDA 

of EUR 97.3 million, Adjusted EBITDA margin of 40.3%, profit for the year of EUR 80.6 million and Adjusted 

operating profit margin of 33.4%. In the three months ended 31 March 2021, the Group had Revenue of EUR 65.2 

million, Revenue, excluding construction revenue of EUR 64.7 million, Adjusted EBITDA of EUR 27.1 million, 

Adjusted EBITDA margin of 42.0%, profit for the period of EUR 18.7 million and Adjusted operating profit margin 

of 35.1%. 

The table below sets out the Group’s key operating and financial metrics for and as at the three months ended 

31 March 2021 and 2020 and the years ended 31 December 2020, 2019 and 2018: 

 Three months ended  

31 March 

Year ended  

31 December 

 2021 2020 2020 2019 2018 

      

Revenue (in Euro thousands) ..................................  65,155 61,243 259,026 245,203 194,620 
Revenue, excluding construction revenue (in Euro 

thousands) ...............................................................  64,645 57,787 241,327 219,745 194,620 

Medical revenue (excluding MHI) (in Euro 
thousands) (1) ............................................................  50,401 44,021 183,073 172,389 154,784 

MHI revenue (in Euro thousands)(2) ........................  11,670 10,132 45,590 33,065 29,313 

Adjusted EBITDA (in Euro thousands) ...................  27,147 17,931 97,292 82,750 82,623 
Total number of physicians(3) ..................................  752 677 712 673 613 

Inpatient hospitalisations (including MHI) ..............  2,232 4,610 14,574 15,610 11,534 

Inpatient hospitalisations (excluding MHI) .............  2,086 2,177 8,075 8,769 8,648 
Inpatient hospitalisations (MHI) ..............................  146 2,433 6,499 6,841 2,886 

Outpatient visits (including MHI) ...........................  144,375 133,138 535,101 516,806 477,066 

Outpatient visits (excluding MHI) 129,183 126,205 496,118 497,413 461,479 
Outpatient visits (MHI) ...........................................  15,192 6,933 38,983 19,393 15,587 

Utilisation rate(4) (inpatient).....................................  52% 49% 56% 61% 60% 

Utilisation rate(5) (outpatient) ...................................  56% 60% 49% 49% 46% 
Average check(6) (inpatient) (in Euro) (excluding 

MHI) .......................................................................  
7,983 6,907 7,539 6,884 6,354 

Average check (inpatient) (MHI) (in Euro) .............  1,495 2,824 2,579 2,871 6,030 
Average check (outpatient) (in Euro) (excluding 

MHI) .......................................................................  
262 231 246 226 215 

Average check (outpatient) (MHI) (in Euro) ...........  754 470 740 692 764 
Number of services provided (outpatient) 

(excluding MHI) .....................................................  
330,029 290,157 1,191,681 1,158,446 1,022,847 

Number of services provided per visit (outpatient) 
(excluding MHI) .....................................................  

2.6 2.3 2.4 2.3 2.2 

Number of services provided (inpatient) (excluding 

MHI) .......................................................................  
84,942 72,747 305,798 304,484 262,554 

Number of services provided per visit (inpatient) 

(excluding MHI) .....................................................  
41 33 38 35 30 

Senior Group      
Geriatric centres in operation ..................................  3 6 3 6 6 

Senior Group revenue (in RUB millions) ................  181 241 956 971 708 

Patronage service revenue (in RUB millions) .........  99 91 398 342 187 
 

Notes: 

(1) Calculated as a sum of outpatient revenue, inpatient revenue and home care revenue less MHI revenue. 

(2) Based on management accounts. 

(3) Full-time equivalent. 

(4) Inpatient utilisation is calculated as a ratio of the number of hospitalisations to the total hospitalisation capacity. The total hospitalisation 

capacity is calculated by multiplying the total number of beds by the number of operating days in one year normal utilisation level of 80% 

(i.e., 360 operating days multiplied by the Group’s normal utilisation level of 80%) divided by average length of stay in hospitals 
(“ALOS”). The Group estimates that its normal utilisation level for inpatient department is 80%, reflecting a 20% adjustment for sanitary 

cleaning and patient check-in/check-out time. Includes the EMC Schepkina Hospital, the EMC Orlovsky Hospital, the EMC Trifonovskaya 
Hospital, the EMC Spiridonievsky Hospital, the EMC Maternity Hospital and the Zhukovka Rehabilitation Centre. Excluding MHI. 

(5) Outpatient utilisation is calculated as ratio of the number of visits to total visits capacity. The total visits capacity is calculated by 

multiplying the total number of medical offices by the maximum number of visits per day (i.e. 16 visits assuming 45 minutes per visit on 
average and 12-hour working day) and multiplied by the number of operating days in a year adjusted for normal utilisation level of 

55%/80% (i.e. 360 operating days multiplied by the Group’s normal utilisation level of 55%/80%). The Group estimates that its normal 

utilisation level for outpatient department is 55%/80%. Includes the EMC Schepkina Hospital, the EMC Orlovsky Hospital, the EMC 
Trifonovskaya Hospital, the EMC Spiridonievsky Hospital, the EMC Maternity Hospital and the Zhukovka Rehabilitation Centre. 
Excluding MHI. 

(6) The average check is calculated based on overall revenue split by service performed and type of sale, divided by number of certificates of 
services, which are executed following each visit or hospitalisation. 
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Key Factors Affecting Results of Operations 

The Group’s operations have historically been influenced by the following key factors, which the Company’s 

management believes will continue to affect the Group’s business and results of operations in the future. 

Russian Macroeconomic Conditions and Trends  

Since all of the Group’s facilities are located in Russia, and the Group currently has no plans to expand outside of 

Russia, its operations are substantially affected by Russian macroeconomic conditions. The following table sets out 

certain key Russian economic indicators as at or for the years ended 31 December 2020, 2019 and 2018.  

 As at or for the years ended 31 December 

 2020 2019 2018 

    

Nominal Gross Domestic Product (“GDP”) (billions of Roubles, at current prices)(1) ....  106,606.6 109,193.2 103,861.2 
Nominal GDP growth (%, period-on-period)(1) ...............................................................  (4.6%) 5.1% 13.1% 

Real GDP growth (%, period-on-period)(1) .....................................................................  (3.1%) 2.0%  2.8%  

Surplus/(deficit) of the federal budget of the Russian Federation (billions of Roubles)(1)  (2,115.3) 1,967.6 2,745.7 
International reserves (billions of U.S. dollars)(2) ............................................................  573.9  510.7 455.4 

Inflation (%, period-on-period)(3) ....................................................................................  4.9% 3.0% 4.3% 

Appreciation/(depreciation) of the Rouble against the U.S. dollar (%, period-on-
period)(4) ..........................................................................................................................  16.7% 10.9% 6.7% 

Unemployment rate (%)(1) ...............................................................................................  5.8% 4.6% 4.8% 

Real wage growth (%, period-on-period)(1) .....................................................................  2.5% 4.8% 8.5% 
Real disposable income growth (%, period-on-period)(1) ................................................  (17.4%) 1.0% (0.1%) 

 _____________________  

Notes: 

(1) Source: Rosstat. 

(2) International reserves are highly liquid assets held by the CBR and the government of the Russian Federation. The international reserve 
assets are made up of foreign currency reserves, monetary gold, special drawing rights (SDRs), reserve position at the International 
Monetary Fund and other reserve assets. Source: CBR. 

(3) Inflation is measured as the percentage change in the consumer price index. Source: Rosstat. 

(4) Real appreciation is distinguished from nominal appreciation because the former also takes into account inflation in Russia and the United 

States, as well as certain other macroeconomic parameters that are calculated by the CBR. Source: CBR. 

The state of the Russian economy, in particular trends in GDP, real wages and disposable income, will continue to 

significantly affect the Group’s results of operations: improved macroeconomic conditions are expected to have a 

positive effect on the Russian population’s disposable income and, consequently, on the Group’s patients’ 

willingness to incur expenditures on private healthcare; however, in case of an economic downturn, the Group’s 

patients’ disposable income may be adversely affected and some of the Group’s patients may reduce, or discontinue 

the use of, private healthcare facilities in favour of public healthcare facilities, which are free of charge, which is 

likely to adversely affect the Group’s revenue generation and profitability. Although it is generally affected by 

macroeconomic conditions, the Group has shown resilience to the adverse effects of macroeconomic factors during 

the recent economic downturn in Russia when the Group’s revenue continued to grow between 2018, 2019 and 

2020. The Group believes that a significant portion of its customers are willing to invest in high-quality healthcare 

even in periods of economic downturns. See “Industry Overview – Macroeconomic environment”.  

Demand for Private Healthcare Services  

The Group’s revenue largely depends on the level of patient demand for private healthcare services. The Group 

believes that the following trends have affected and are likely to continue to affect the demand for private medical 

treatment in Russia: 

• the increasing awareness of the importance of high-quality healthcare services; 

• the increasing life expectancy and share of mature population, and growing awareness for active longevity; 

• the increase in state funds allocated to MHI covering services offered by private healthcare providers; 

• the emergence of private healthcare providers as a superior alternative to the underperforming public healthcare 

system and on the other side as a strong alternative to high-quality treatment abroad for certain complicated 

health treatments;  

• an increase in private wealth and disposable income of Russian population as well as an increase in the number 

of individuals in Russia covered by voluntary healthcare insurance through their employers; 

• the growing voluntary healthcare insurance (“VHI”) market; and 

• the growing demand for preventive care services. 
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Demand for healthcare is largely non-cyclical. However, the Group’s results may be affected by macroeconomic 

conditions and marginal seasonality effects. See “—Russian Macroeconomic Conditions and Trends”.  

Impact of the COVID-19 pandemic 

The COVID-19 pandemic adversely affected the Group’s results of operations and financial condition putting 

pressure on the Group’s revenue and costs. However, the Group’s management was able to largely mitigate the 

negative effect of COVID-19, which resulted in an overall increase in revenue and a decrease in costs in 2020 

compared to 2019. 

Revenue  

The Group experienced an adverse effect of the COVID-19 pandemic on its operations and consequently revenue 

largely between March and May 2020. At the outset of the COVID-19 pandemic, the Group initially experienced a 

decrease in patient traffic, as most of its patients were hesitant to visit medical facilities due to potential exposure to 

COVID-19. In addition, as borders began to close, the Group experienced a marginal decrease in foreign patient 

traffic. Finally, the reconstruction of the International Oncology Centre in Moscow was delayed by approximately 

one-month due to the lockdown effected by the authorities temporarily banning construction in March-April 2020, 

which the Group believes had little effect on the overall reconstruction and fit-up timetable and therefore only 

marginally affected the Group’s operations.  

Notwithstanding the adverse effect of the COVID-19 pandemic described above, the Group was able to gradually 

restore its patient traffic by implementing enhanced sanitary and other anti-COVID safety measures and informing 

its patients of the relevant measures implemented at its facilities. In addition, deferred demand during the COVID-

19 lockdown led to increased demand for the Group’s services in the second half of 2020, which more than 

compensated the marginal outflow of patients in March-May 2020. In particular, the number of new customers 

increased by 23% from 40,841 between March 2019 and February 2020 to 50,045 between March 2020 and February 

2021. The Group’s foreign patients flow also began to resume as the Group offered foreign patients medical 

treatment invitations to enter Russia.  

Furthermore, the Group introduced several new services to its patients in response to the pandemic, including 

COVID-19 testing services, treatment of patients with COVID-19 at home and remotely (although the Group did 

not treat СOVID-19 patients at its facilities), offering COVID-free transportation services to EMC Maternity 

Hospital during the pandemic as well as instituting a post-COVID-19 rehabilitation programme in response to 

increasing demand for preventive care services, such as vaccinations, which increased by 14% from 3,187 in 

October-November 2020 to 3,633 in October-November 2021. During the COVID-19 pandemic, the Group also 

accelerated the development of its telemedicine services and the Group’s physicians started consulting patients 

online. The number of online consultations increased 10 times from 820 between March 2019 and February 2020 to 

7,940 between March 2020 and February 2021. The Group also launched a number of mobile services (home care). 

As a result of the introduction of these services, the Group experienced an increase in outpatient visits (including 

MHI) and an increase in average check (except for MHI inpatient average check) in 2020 compared to 2019. 

According to the Group’s estimates, average check for outpatient care (including MHI) increased on average by 

26% following the COVID-19 pandemic. Following the COVID-19 pandemic the check for outpatient care 

(including MHI) increased by 26% on average compared to pre-COVID-19 period. 

Costs 

The Group’s costs related to sanitation and sterilisation measures adopted as a result of the COVID-19 pandemic 

increased. In addition, the increasing role of telemedicine and mobile services led to an increase in IT costs. To 

offset these costs increases, the Group introduced a number of cost optimisation measures. Such measures included 

introducing a 20% reduction in the number of supporting personnel (principally from non-earning departments, such 

as technicians, translators, assistants and cashiers), reducing the number of nurses by approximately 12%, 

introducing certain KPI targets for department heads, decreasing costs relating to personnel’s non-essential training, 

reducing outdoor (print media) and radio advertising and substituting it principally by digital and online advertising 

as well as renegotiating certain contracts with agents on more favourable terms. Finally, as a part of state support 

measures for medical services organisations, the Group tariffs for trade acquiring services were decreased from 

1 June 2020 to 30 September 2020. 

Other  

The Group had no material supply interruptions and none of its facilities were closed (or temporarily closed) as a 

result of the pandemic. Because the Group had not experienced an overall decrease in revenue as a result of the 

COVID-19 pandemic, the Group has not applied for, and therefore has not received, state support. 
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Staff Costs 

The most significant element of the Group’s expenses is staff costs (payroll and related taxes), which represented 

30.6% of the Group’s Revenue, excluding construction revenue, for the three months ended 31 March 2021 

compared to 29.5% for the year ended 31 December 2020. The Group’s total payroll and related taxes comprise 

payroll and related taxes attributable to cost of medical services and products provided, selling expenses and general 

and administrative expenses. The Group’s physician compensation structure consists primarily of variable incentive 

payments linked to the volume of services rendered by a physician. In addition to these incentive payments, the 

Group’s physicians and other medical and administrative personnel also receive a fixed salary. 

The table below sets forth the number of the Group’s personnel and costs for payroll and related taxes for the relevant 

periods:  

 

Three months 

ended  

31 March 
Years ended  

31 December 

 2021 2020 2019 2018 

     

Payroll and related taxes (in Euro thousands)........................  19,765 71,276 73,762 64,845 

Payroll and related taxes divided by Revenue, excluding 
construction revenue (in %) ..................................................  30.6 29.5 33.6 33.3 

Medical revenue per physician (in Euro thousands) ..............  n/a 330 320 309 

Average salary and related tax per medical personnel (in 
Euro thousands).....................................................................  11 41 49 48 

Payroll and related taxes comprise the largest proportion of the Group’s operating expenditure. In 2020, 2019 and 

2018, payroll and related taxes represented approximately 29.5%, 33.6% and 33.3% of the Group’s Revenue, 

excluding construction revenue, respectively. For the year ended 31 December 2020, the Group’s payroll and related 

taxes decreased in the nominal terms compared to the year ended 31 December 2019 mainly due to cost optimisation 

measures implemented by the Group in response to the COVID-19 pandemic and depreciation of the Rouble, 

resulting in a decrease in personnel expenses in Euro terms. For the year ended 31 December 2019, the Group’s 

payroll and related taxes have increased in the nominal terms compared to the year ended 31 December 2018 as a 

result of the expansion of services provided by the Group, which increased in line with the Group’s revenue, and the 

increased number of physicians employed by the Group mainly driven by the rollout of new facilities. The Group’s 

average salary was stable between 2018 and 2019, followed by a 16.3% decrease in 2020 compared to 2019 primarily 

due to personnel optimisation measures in response to COVID-19, as well as an increase in MHI segment, where 

personnel costs are generally less given fixed salaries.  

Patient Visits, Average Check and Utilisation 

The Group’s revenue is largely driven by certain key metrics related to its outpatient and inpatient services. 

Specifically, the Group considers such key metrics to include, among others, the volume of patient 

visits/hospitalisations, average check and utilisation rates of its medical facilities.  

Patient Visits/Hospitalisations  

The Group believes that the volume of outpatient visits and inpatient hospitalisations is closely correlated with the 

breadth of its services offering as well as the level of penetration of its target patient groups. In order to increase the 

volume of outpatient visits and inpatient hospitalisations, the Group has continuously upgraded its facilities and 

equipment, which enabled it to broaden the Group’s services offering (in particular, with respect to its oncology-

related services); in 2015, the Group began to offer its oncology-related services to qualifying MHI patients, which 

significantly expanded its patients’ pool; in 2017, the Group opened the EMC Maternity Hospital, which broadened 

the level of penetration of its target patient groups; in 2018, the Group opened the Zhukovka Rehabilitation Centre 

and, in 2020, an oncology centre at the International Oncology Centre in Moscow to provide cancer diagnostics and 

treatment predominantly to MHI patients, which are expected to further increase the number of patients treated and 

inpatient volume. Because its services offering has broadened, new facilities were opened and the level of 

penetration of the target patient groups increased, the Group experienced an increase in the number of outpatient 

visits (excluding MHI) with a CAGR of approximately 3.7% between 2018 and 2020, inclusively, and an increase 

in the number of MHI visits with a CAGR of approximately 56.9% between 2018 and 2020, inclusively. The number 

of hospitalisations (excluding MHI) decreased slightly at a CAGR of approximately 3.4% between 2018 and 2020, 

inclusively. In 2020, the Group had approximately 69 thousand customers. 

Average Check 

The Group believes that its average check is affected primarily by the level of complexity of outpatient and inpatient 

medical services offered as well as the level of demand for high-tech medical treatments. Because the Group 

continued to enhance its outpatient and inpatient medical services offering by concentrating on high-tech medical 
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solutions provided by expert medical staff, its average outpatient check (excluding MHI) continued to increase at a 

CAGR of approximately 7.1% between 2018 and 2020, inclusively and the average inpatient check (excluding MHI) 

increased at a CAGR of approximately 8.9% between 2018 and 2020, inclusively. The average MHI check decreased 

at a CAGR of approximately 20.5% between 2018 and 2020, inclusively, mainly due to a change in the composition 

of MHI-related revenue components. In 2020, the average inpatient check (including MHI) amounted to EUR 5,327 

and the average outpatient check (including MHI) amounted to EUR 282. 

Utilisation 

The Group believes that the utilisation rates of its medical facilities are affected primarily by the level of patient 

flow as well as by establishment of new medical facilities. Patient flow is generally driven by a variety of factors, 

including quality and breadth of services offered to patients, expertise of medical staff as well as technological 

sophistication of the medical facilities. The Group continued to enhance its services offering as well as the quality 

and complexity of its services, which generally increased its utilisation rates; however, such increase was partially 

offset by the Group’s continued growth in the size of its medical facilities. As a result, the Group’s utilisation rate 

of its outpatient medical facilities (excluding MHI and the Family Medical Centre at Solntsevo) was approximately 

46%, 49% and 49% for each of 2018, 2019 and 2020, respectively, whilst the Group’s utilisation rate of its inpatient 

medical facilities (excluding MHI and the Family Medical Centre at Solntsevo) ranged between 60% in 2018, 61% 

in 2019 and 56% in 2020. 

Capital Expenditure Programmes 

The Group has invested heavily into its capital expenditure programme that relates primarily to the acquisition of 

state-of-the-art medical equipment and fitting-up of its medical facilities. The Group invested over EUR 440 million 

between 2008 and 2020 (inclusively). The capital expenditure programme has increased the Group’s capacity and 

further enhance the quality of medical services provided at its healthcare facilities. Pursuant to the Group’s capital 

expenditure programme, the Group has invested approximately EUR 120,322 thousand between 1 January 2018 and 

31 March 2021. 

On 14 May 2013, the Group (as concessioner) entered into a Concession Agreement with the Moscow City 

government represented by the Department of City Property (as grantor) for the reconstruction and operation of the 

International Oncology Centre in Moscow. As at 31 March 2021, the Group’s concession contribution to this project 

was approximately EUR 63.8 million (including capitalised interest and related translation effect representing 

approximately EUR 8 million). The Group believes that further capital investments into this project will be required 

in the future. The Group’s capital expenditures on the International Oncology Centre in Moscow between 2021 and 

2024, inclusively, are estimated to be approximately EUR 35,000 thousand (approximately 52% of this amount is 

expected to be spent in 2021, approximately 28% in 2022 and the remainder to be evenly distributed between 2023 

and 2024). 

The table below sets forth the Group’s capital expenditures breakdown by type for the relevant periods: 

 Three months ended  

31 March 
Years ended  

31 December 

 2021 2020 2020 2019 2018 

 (in EUR thousands) 

Growth capital expenditures ....................................  3,547 5,977 33,095 54,451 19,325 

Maintenance capital expenditures ...........................  263 501 3,084 4,694 1,863 

Total .......................................................................  3,810 6,478 36,179 59,145 21,188 

In 2018, the Group’s capital expenditures were primarily attributable to the International Oncology Centre in 

Moscow and the Zhukovka Rehabilitation Centre (43% and 37% of the total capital expenditures, respectively). 

In 2019, the Group invested into the International Oncology Centre in Moscow (77% of the total capital 

expenditures). 

In 2020, the Group’s capital expenditures were attributable to the International Oncology Centre in Moscow (66% 

of the total capital expenditures). 

The Group finances its capital expenditure programme from cash and indebtedness; therefore an increase in capital 

expenditure programme may affect the Group’s liquidity position. Such effect may be exacerbated by a deterioration 

of economic conditions and, consequently, have an adverse effect on the Group’s revenue. The Group’s maintenance 

capital expenditures exclude any major hospital refurbishments and replacement of equipment. The Group’s 

management currently targets to invest in maintenance capital expenditures (including refurbishment and 

reconstruction of its existing facilities) between approximately EUR 3 million and EUR 5 million per annum.  
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Also see “Business— Relationship with the Government”, “Business—Expansion Plans” and “Risk Factors—Risks 

Relating to the Group’s Business and Industry—The Group is exposed to certain risks in respect of the expansion 

and development of new or existing healthcare facilities”. 

Regulatory Conditions 

The Group operates in a highly regulated industry and is subject to supervision by federal and local authorities. The 

Group is in compliance with such regulations, however, it could be significantly affected by material changes to the 

existing, or implementation of additional, government regulations in Russia. Starting in 2010, the Russian 

Government enacted various policies intended to strengthen and further develop the Russian fee-for-service 

healthcare market, including ratifying changes to the Tax Code that instituted certain VAT exemptions and, effective 

from 1 January 2012, a 0% income tax rate for Russian healthcare providers. As a result, some of the Group’s 

subsidiaries use a 0% income tax rate. See “—Critical Accounting Judgments and Key Sources of Estimation 

Uncertainty—Income Tax”. 

During the last several years, the Russian government began developing regulatory framework in respect of 

healthcare-related PPP projects. Such new developments, made healthcare PPP projects more attractive for private 

investors, and as a result significantly increased the number of such projects. See “Regulatory Matters—Healthcare 

PPPs”. 

Recent Developments 

In May 2021, the Group sold its trade accounts receivable aged over six months as at 31 March 2021 in the amount 

of EUR 6,038 thousand to other entities.  

Basis of Presentation  

Preparation of Financial Statements  

The Financial Statements of the Group have been prepared in accordance with IFRS. The Group provides medical 

and social services to legal entities and individuals in Moscow, Russian Federation, through its main subsidiaries: 

JSC European Medical Centre, LLC “Pomoshchnik Social Service”. 

Functional and presentation currencies 

The functional currency of all the companies of the Group, which reflects the economic substance of its operations, 

is the Rouble; the functional currency of the Company is the Euro (prior to 1 January 2020 it was the U.S. dollar). 

The Group’s presentation currency is the Euro.  

The Group has chosen to present the financial statements in Euro for the convenience of international users.  

The Group used the following exchange rates in the preparation of the financial statements:  

 Three months ended  

31 March 2021 

Average for the period 

As at 

31 March 2021 

Three months ended  

31 March 2020 

Average for the period 

As at 

31 March 2020 

     

RUB/EUR .......................  89.5702 88.8821 72.9187 85.7389 

 
 2020 

Average for 

the year 

As at 

31 December 

2020 

2019 

Average for 

the year 

As at 

31 December 

2019 

2018 

Average for 

the year 

As at 

31 December 

2018 

       

RUB/EUR .......................  82.3974 90.6824 72.4362 69.3406 73.7101 79.4605 
  

Source: CBR 

Going concern 

The 2020 Annual Financial Statements have been prepared by the management based on the assumption that 

the Group will continue as a going concern in the foreseeable future and will be able to realise its assets and 

discharge its liabilities in the normal course of business.  

As at 31 March 2021, the Group’s statement of financial position showed an excess of the current assets over 

the current liabilities in the amount of EUR 8,803 thousand. However, as at 31 December 2020, the Group’s 

statement of financial position showed an excess of the current liabilities over the current assets in the amount of 

EUR 5,358 thousand compared to EUR 35,075 thousand as at 31 December 2019. Despite this fact the management 

of the Group analysed all aspects of the Group’s financial and operational performance and concluded that the 

Group will continue as a going concern in the foreseeable future and will be able to realise its assets and discharge 

its liabilities in the normal course of business. See Note 2 of the 2020 Annual Financial Statements. 
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IFRSs and IFRIC interpretations adopted in the current year 

The Group has adopted all IFRSs and Interpretations that are relevant to its operations and effective for annual reporting 

periods beginning on 1 January 2020 (Amendments to IFRS 3, Amendments to IFRS 9, IAS 39 and IFRS 7, 

Amendments to IAS 1 and IAS 8 and Amendments to References to Conceptual Framework in IFRS Standard). The 

adoption of standards and amendments did not have a significant impact on the Group’s results of operations, 

financial position or cash flows. 

Description of key line items 

Revenue 

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for estimated 

customer discounts, rebates and other similar allowances. A portion of revenue comprises revenue related to the 

reconstruction of the International Oncology Centre in Moscow under the Concession Agreement, construction 

services related to which having been performed by a general contractor (see Note 13 of the 2020 Annual Financial 

Statements). 

The Group recognises revenue to depict the transfer of promised goods or services to customers in an amount that 

reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. 

Specifically, a five-step approach to revenue recognition is introduced: 

• Identify the contract with the customer; 

• Identify the performance obligations in the contract; 

• Determine the transaction price; 

• Allocate the transaction price to the performance obligations in the contracts; 

• Recognise revenue when (or as) the entity satisfies a performance obligation. 

Under IFRS 15, the Group recognises revenue when or as a performance obligation is satisfied, i.e. when control 

of the goods or services underlying the particular performance obligation is transferred to the customer.  

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for estimated 

customer discounts, rebates and other similar allowances. 

Revenue from medical services comprises revenues from comprises outpatient care, one-off medical services, 

inpatient care, medical services provided under letters of guarantee revenue from these medical services is 

recognised upon delivery of the services. In respect of most of the revenue types, revenue is recognised at a point in 

time, as the customer is billed for each discretionary service he/she gets, and such services are instant in nature 

Revenue from social services comprises revenues from Elderly Care. Revenue is recorded and recognised over time 

during the period in which the service is provided, based on the amounts due from patients and/or medical funding 

entities. 

Revenue from pharmacy sales – Revenue from sales to retail customers is recognised at the point of sale in 

the Group’s pharmacy. 

Construction revenue – Revenue recognised from construction/modernisation works related to the Concession 

Agreement. This revenue is recognised over period of time in accordance with percentage of completion method. 

Cost of medical services and products provided 

Cost of medical services and products provided comprises payroll and related taxes, cost of medicines and patient 

care, cost of construction, depreciation of property plant and equipment, outsourcing expenses, equipment 

maintenance, maintenance of premises, lease costs, amortisation of intangible assets and other costs. Total 

expenditures related to payroll and related taxes are reported in cost of medical services and products provided, 

selling expenses and general and administrative expenses. The cost of construction represents the Group's expenses 

related to the reconstruction of the International Oncology Centre in Moscow under the Concession Agreement, 

performed by the general contractor (Note 13 of the 2020 Annual Financial Statements). Outsourcing expenses 

include of laundry, secretary, interpreter, engineering and other services costs. 

Selling expenses 

Selling expenses include advertising costs, agency fees, payroll and related taxes, depreciation of property, plant 

and equipment, amortisation of intangible assets and other costs. 
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General and administrative expenses 

General and administrative expenses third party services, other taxes, payroll and related taxes, bank charges related 

to day-to-day operations, professional fees, including audit fee, lease costs, movement in allowance for expected 

credit losses, depreciation of property, plant and equipment, information services, equipment maintenance and other 

costs. 

Income tax  

Income tax expense comprises current tax and deferred tax. 

Current tax  

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the 

statement of profit and loss and other comprehensive income because it excludes items of income or expense that 

are taxable or deductible in other years and it further excludes items that are never taxable or deductible. The 

Company’s liability for current tax is calculated using tax rates that have been enacted or substantively enacted by 

the statement of financial position date. 

Deferred tax  

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial 

statements and the corresponding tax bases used in the computation of taxable profit, and are accounted for using 

the statement of financial position liability method. Deferred tax liabilities are generally recognised for all taxable 

temporary differences, and deferred tax assets are generally recognised for all deductible temporary differences to 

the extent that it is probable that taxable profits will be available against which those deductible temporary 

differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from 

goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities in a 

transaction that affects neither the taxable profit nor the accounting profit. 

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries 

and associates, and interests in joint ventures, except where the Group is able to control the reversal of the temporary 

difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax 

assets arising from deductible temporary differences associated with such investments and interests are only 

recognised to the extent that it is probable that there will be sufficient taxable profits against which to utilise the 

benefits of the temporary differences and they are expected to reverse in the foreseeable future. 

The carrying amount of deferred tax assets is reviewed at each statement of financial position date and reduced to 

the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset 

to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the 

liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively 

enacted by the statement of financial position date. The measurement of deferred tax liabilities and assets reflects 

the tax consequences that would follow from the manner in which the Group expects, at the reporting date, to recover 

or settle the carrying amount of its assets and liabilities. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets 

against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 

Group intends to settle its current tax assets and liabilities on a net basis. 

Current and deferred tax for the period  

Current and deferred tax are recognised as an expense or income in profit or loss, except when they relate to items 

credited or debited directly to equity, in which case the tax is also recognised directly in equity, or where they arise 

from the initial accounting for a business combination. 
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Results of Operations 

The following table sets out selected data from the Group’s consolidated statement of profit or loss and other 

comprehensive income for the periods indicated, as derived from the Financial Statements (included elsewhere in 

this Offering Memorandum). 

 

Three months ended  

31 March 

Year ended 

 31 December 

 2021 2020 2020 2019 2018 

 (EUR thousands) 

Revenue ..................................................................  65,155 61,243 259,026 245,203 194,620 

Cost of medical services and products provided ......  (38,197) (42,199) (159,213) (159,339) (110,108) 

Gross profit ............................................................  26,958 19,044 99,813 85,864 84,512 

Selling expenses ......................................................  (954) (1,395) (4,147) (4,809) (4,102) 

General and administrative expenses.......................  (3,289) (3,825) (14,157) (14,756) (13,379) 

Operating profit ....................................................  22,715 13,824 81,509 66,299 67,031 

Finance income .......................................................  602 63 142 222 411 

Finance expense ......................................................  (2,159) (2,604) (9,717) (9,141) (2,765) 
Foreign exchange gain  ...........................................  (522) (4,079) (2,553) 106 649 

(Expense)/income on change in fair value of 

financial instruments ...............................................  (1,486) 5,527 9,570 (3,795) 2,397 

Other expense, net ...................................................  (486) 18 1,573 1,880 (785) 

Profit before income tax .......................................  18,664 12,749 80,524 55,571 66,938 

Income tax benefit/(expense) ..................................  19 98 36 3,947 (15,269) 

Profit/(loss) for the period ....................................  18,683 12,847 80,560 59,518 51,669 

Other comprehensive income/(loss)      

Effect of translation to presentation currency ..........  4,004 (31,392) (43,786) 3,952 (14,346) 

Other comprehensive income/(loss) for the 

period .....................................................................  4,004 (31,392) (43,786) 3,952 (14,346) 

Total comprehensive income/ (loss) for the 

period .....................................................................  22,687 (18,545) 36,774 63,470 37,323 

Results of Operations for the Three months ended 31 March 2021 and 2020 

The following table sets out selected data from the Group’s consolidated statement of profit or loss and other 

comprehensive income for the three months ended 31 March 2021 and 2020, as derived from the 

Financial Statements (included elsewhere in this Offering Memorandum). 

 

Three months ended  

31 March 
Change 

from 2020 

to 2021 

Percentage 

change from 

2020 to 2021 

% of Revenue 

Three months ended  

31 March 

 2021 2020 2021 2020 

 (EUR thousands) (%) 

Revenue ...................................................................  65,155 61,243 3,912 6.4 100.0 100.0 

Cost of medical services and products provided .......  (38,197) (42,199) 4,002 (9.5) (58.5) (68.8) 

Gross profit .............................................................  26,958 19,044 7,914 41.6 41.4 31.1 

Selling expenses .......................................................  (954) (1,395) 441 (31.6) (1.5) (2.3) 

General and administrative expenses........................  (3,289) (3,825) 536 (14.0) (5.0) (6.2) 

Operating profit .....................................................  22,715 13,824 8,891 64.3 34.8 22.5 

Finance income ........................................................  602 63 539 855.6 0.9 0.1 

Finance expense .......................................................  (2,159) (2,604) 445 (17.1) (3.3) (4.2) 
Foreign exchange loss ..............................................  (522) (4,079) 3,557 (87.2) (0.8) (6.7) 

(Expense)/income on change in fair value of 

financial instruments ................................................  (1,486) 5,527 (7,013) (126.9) (2.3) 9.0 

Other expenses, net ..................................................  (486) 18 (504) (2,800.0) (0.7) 0.0 

Profit before income tax ........................................  18,664 12,749 5,915 46.4 28.6 20.8 

Income tax benefit ....................................................  19 98 (79) (80.6) 0.0 0.2 

Profit for the period ...............................................  18,683 12,847 5,836 45.4 28.6 21.0 

Other comprehensive income ................................        

Effect of translation to presentation currency ...........  4,004 (31,392) 35,396 (112.8) 6.1 (51.2) 

Other comprehensive income/(loss) for the 

period ......................................................................  4,004 (31,392) 35,396 (112.8) 6.1 (51.2) 

Total comprehensive income/ (loss) for the 

period ......................................................................  22,687 (18,545) 41,232 (222.3) 34.8 (30.2) 

Revenue 

The Group’s Revenue increased by EUR 3,912 thousand, or 6.4%, from EUR 61,243 thousand in the three months 

ended 31 March 2020 to EUR 65,155 thousand in the three months ended 31 March 2021, principally due to an 

increase in revenue from outpatient care and revenue from inpatient care, partially offset by a decrease in 

construction revenue. 
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The following table sets out the breakdown of the Group’s revenue from rendering services by major types for the 

three months ended 31 March 2021 and 2020.  

 

Three months ended 31 

March 
Change 

from 2020 

to 2021 

Percentage 

change 

from 2020 

to 2021 

% of Revenue 

Three months ended 31 

March 

 2021 2020 2021 2020 

 (EUR in thousands) (%) 

Revenue from rendering of services – by major 

types:   

Outpatient care .....................................................  37,929 33,343 4,586 13.8 58.2 54.4 
Inpatient care .......................................................  24,007 20,691 3,316 16.0 36.8 33.8 

Elderly care ..........................................................  2,026 3,406 (1,380) (40.5) 3.1 5.6 

Construction revenue ...........................................  510 3,456 (2,946) (85.2) 0.8 5.6 
Home care ............................................................  135 119 16 13.4 0.2 0.2 

Pharmacy sales ....................................................  104 128 (24) (18.8) 0.2 0.2 

Other ....................................................................  444 100 344 344.0 0.7 0.2 

Total ........................................................................  65,155 61,243 3,912 6.4 100.0 100.0 

The Group’s revenue from outpatient care increased by EUR 4,586 thousand, or 13.8%, from EUR 33,343 thousand 

in the three months ended 31 March 2020 to EUR 37,929 thousand in the three months ended 31 March 2021, 

principally due to organic growth as well as implementation by the management of certain revenue-enhancing 

measures (such as increased marketing and implementation of additional measures relating to preventive medical 

treatments, increase in home visits by the Group’s physicians and nurses, online consultations, remote patient 

condition monitoring using TytoCare). The Group’s revenue from inpatient care increased by EUR 3,316 thousand, 

or 16.0%, from EUR 20,691 thousand in the three months ended 31 March 2020 to EUR 24,007 thousand in the 

three months ended 31 March 2021, principally due to organic growth as well as implementation by the management 

of certain revenue-enhancing measures. The Group’s construction revenue decreased by EUR 2,946 thousand, or 

85.2%, from EUR 3,456 thousand in the three months ended 31 March 2020 to EUR 510 thousand in the three 

months ended 31 March 2021, principally due to a greater volume of construction works having been required and 

performed in the three months ended 31 March 2020, compared to the three months ended 31 March 2021. 

Cost of medical services and products provided  

The Group’s cost of medical services and products provided decreased by EUR 4,002 thousand, or 9.5%, from 

EUR 42,199 thousand in the three months ended 31 March 2020 to EUR 38,197 thousand in the three months ended 

31 March 2021, principally due to a decrease in cost of medicines and patient care and decrease in cost of 

construction. 

The following table sets out the breakdown of the Group’s cost of medical services and products provided by type 

for the three months ended 31 March 2021 and 2020.  

 

Three months ended  

31 March 
Change 

from 2020 

to 2021 

Percentage 

change 

from 2020 

to 2021 

% of Revenue 

Three months ended  

31 March 

 2021 2020 2021 2020 

 (EUR in thousands) (%) 

Payroll and related taxes .........................................  19,022 19,032 (10) (0.1) 29.2 31.0 
Cost of medicines and patient care ..........................  9,258 10,160 (902) (8.9) 14.2 16.6 

Depreciation of property, plant and equipment .......  3,726 3,875 (149) (3.8) 5.7 6.3 

Outsourcing .............................................................  1,759 1,987 (228) (11.5) 2.7 3.2 
Medical subcontract services ...................................  823 545 278 51.0 1.3 0.9 

Equipment maintenance ..........................................  504 771 (267) (34.6) 0.8 1.3 

Maintenance of premises .........................................  493 543 (50) (9.2) 0.8 0.9 
Cost of construction ................................................  486 3,291 (2,805) (85.2) 0.7 5.4 

Utilities ...................................................................  393 354 39 11.0 0.6 0.6 

Amortisation of intangible assets, concession .........  318 - 318 100.0 0.5 0.0 
Security ...................................................................  204 183 21 11.5 0.3 0.3 

Household and office items .....................................  195 231 (36) (15.6) 0.3 0.4 

Expenses on leases not giving rise to Right-of-use 
(ROU) assets ...........................................................  96 133 (37) (27.8) 0.1 0.2 

IT services ...............................................................  86 90 (4) (4.4) 0.1 0.1 

Amortisation of intangible assets, other ..................  62 63 (1) (1.6) 0.1 0.1 

Other .......................................................................  772 941 (169) (18.0) 1.2 1.5 

Total .......................................................................  38,197 42,199 (4,002) (9.5) 58.6 68.9 

The Group’s payroll and related taxes remained stable at EUR 19,032 thousand in the three months ended 31 March 

2020 and EUR 19,022 thousand in the three months ended 31 March 2021. 
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The Group’s cost of medicines and patient care decreased by EUR 902 thousand, or 8.9%, from 

EUR 10,160 thousand in the three months ended 31 March 2020 to EUR 9,258 thousand in the three months ended 

31 March 2021, due to a decrease in COVID-19-related costs and decrease of share of chemotherapy (a medical-

intensive treatment) in services provided. See “—Key Factors Affecting Results of Operations—Impact of the 

COVID-19 pandemic”. 

The Group’s cost of construction decreased by EUR 2,805 thousand, or 85.2%, from EUR 3,291 thousand in the 

three months ended 31 March 2020 to EUR 486 thousand in the three months ended 31 March 2021, due to decrease 

in construction works required to be performed in the three months ended 31 March 2020, compared to the three 

months ended 31 March 2021. 

Gross Profit  

As a result of the changes in revenue and cost of medical services and products provided, the Group’s gross profit 

increased by EUR 7,914 thousand, or 41.6%, from EUR 19,044 thousand in the three months ended 31 March 2020 

to EUR 26,958 thousand in the three months ended 31 March 2021.  

Selling Expenses 

The Group’s selling expenses decreased by EUR 441 thousand, or 31.6%, from EUR 1,395 thousand in the three 

months ended 31 March 2020 to EUR 954 thousand in the three months ended 31 March 2021, principally due to 

changes in sales agent arrangements, optimisation of personnel, as well as renegotiation of certain contracts with 

sales agents on terms more favourable to the Group.  

General and Administrative Expenses 

The Group’s general and administrative expenses decreased by EUR 536 thousand, or 14.0%, from EUR 3,825 

thousand in the three months ended 31 March 2020 to EUR 3,289 thousand in the three months ended 31 March 

2021, principally due to personnel optimisation measures.  

Finance expense, net 

The Group’s total finance expense, net, decreased by EUR 984 thousand, or 38.7%, from EUR 2,541 thousand in 

the three months ended 31 March 2020 to EUR 1,557 thousand in the three months ended 31 March 2021, as the 

result of an increase in finance income and a decrease in finance expense. 

The following table sets out the components of the Group’s finance income and finance costs for the three months 

ended 31 March 2021 and 2020.  

 

Three months ended  

31 March 
Change 

from 2020 

to 2021 

Percentag

e change 

from 2020 

to 2021 

% of Revenue 

Three months ended  

31 March 

 2021 2020 2021 2020 

 (EUR in thousands) (%) 

Finance income       

Total finance income .............................................  602 63 539 855.6 0.9 0.1 

       
Finance expense       

Interest expense on loans and borrowings ...............  (1,348) (2,123) 775 (36.5) (2.1) (3.5) 

Finance charge on lease liability .............................  (786) (807) 21 (2.6) (1.2) (1.3) 
Less: capitalised costs .............................................  228 624 (396) (63.5) 0.3 1.0 

Interest expense on unwinding of long-term 

payables ..................................................................  (253) (298) 45 (15.1) (0.4) (0.5) 

Total finance expense ............................................  (2,159) (2,604) 445 (17.1) (3.3) (4.2) 

Total finance expense, net .....................................  
(1,557) (2,541) 984 (38.7) (2.4) (4.1) 

The Group’s total finance income increased by EUR 539 thousand, or 855.6%, from EUR 63 thousand in the three 

months ended 31 March 2020 to EUR 602 thousand in the three months ended 31 March 2021, due to profit from 

change in the terms of a loan agreement. 

The Group’s total finance expense decreased by EUR 445 thousand, or 17.1%, from EUR 2,604 thousand in the 

three months ended 31 March 2020 to EUR 2,159 thousand in the three months ended 31 March 2021, mainly as 

the result of a decrease in interest expense on loans and borrowings. The Group’s interest expense on loans and 

borrowings decreased by EUR 775 thousand, or 36.5%, from EUR 2,123 thousand in the three months ended 31 

March 2020 to EUR 1,348 thousand in the three months ended 31 March 2021, due to a decrease in interest rates. 
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Other Income/Expenses, net 

The Group’s other expense/income, net, changed by EUR 504 thousand from an income of EUR 18 thousand in the 

three months ended 31 March 2020 to an expense of EUR 486 thousand in the three months ended 31 March 2021, 

due to accrued impairment reserve in relation to the subsidiary.  

Income Tax Benefit 

The Group’s income tax benefit decreased by EUR 79 thousand, or 80.6%, from EUR 98 thousand in the three 

months ended 31 March 2020 to EUR 19 thousand in the three months ended 31 March 2021, as the result of a tax 

benefit from the Malakhovka Geriatric Centre in the three months ended 31 March 2020 compared to the three 

months ended 31 March 2021. 

The Group’s effective income tax rate was 0.09% and 0.19% in the three months ended 31 March 2021 and 2020, 

respectively. 

Other Comprehensive Income/(Loss) 

The Group’s other comprehensive income/(loss) comprising the effect of translation to presentation currency 

changed by EUR 35,396 thousand, or 112.8%, from a loss of EUR 31,392 thousand in the three months ended 31 

March 2020 to an income of EUR 4,004 thousand in the three months ended 31 March 2021, due to the effect of 

translation to presentation currency.  

Total comprehensive income/(loss) for the period 

For the reasons described above, the Group recognised a total comprehensive income for the period ended 31 

March 2021 EUR 22,687 thousand and a total comprehensive loss of EUR 18,545 thousand for the period ended 31 

March 2020.  

Results of Operations for the Years Ended 31 December 2020 and 2019  

The following table sets out consolidated statement of profit or loss and other comprehensive income data for the 

years ended 31 December 2020 and 2019 derived from the Financial Statements (included elsewhere in this Offering 

Memorandum). 

 

Year ended 

31 December 
Change 

from 2019 

to 2020 

Percentage 

change 

from 2019 

to 2020 

% of Revenue 

Year ended 

31 December 

 2020 2019 2020 2019 

 (EUR in thousands) (%) 

Revenue ..................................................................  259,026 245,203 13,823 5.6 100.0 100.0 

Cost of medical services and products provided ......  (159,213) (159,339) 126 (0.1) (61.5) (65.0) 

Gross profit ............................................................  99,813 85,864 13,949 16.2 38.5 35.0 

Selling expenses ......................................................  (4,147) (4,809) 662 (13.8) (1.6) (2.0) 

General and administrative expenses.......................  (14,157) (14,756) 599 (4.1) (5.5) (6.0) 

Operating profit ....................................................  81,509 66,299 15,210 22.9 31.5 27.0 

Finance income .......................................................  142 222 (80) (36.0) 0.1 0.1 

Finance expense ......................................................  (9,717) (9,141) (576) 6.3 (3.8) (3.7) 
Foreign exchange gain ............................................  (2,553) 106 (2,659) (2,508.5) (1.0) 0.0 

(Expense)/income on change in fair value of 

financial instruments ...............................................  9,570 (3,795) 13,365 (352.2) 3.7 (1.5) 
Other income/(expenses), net ..................................  1,573 1,880 (307) (16.3) 0.6 0.8 

Profit before income tax .......................................  80,524 55,571 24,953 44.9 31.1 22.7 

Income tax benefit/(expense) ..................................  36 3,947 (3,911) (99.1) 0.0 1.6 

Profit for the year ..................................................  80,560 59,518 21,042 35.4 31.1 24.3 

Other comprehensive income/(loss)       
Effect of translation to presentation currency ..........  (43,786) 3,952 (47,738) (1,207.9) (16.9) 1.6 

Other comprehensive (loss)/income for the year .  (43,786) 3,952 (47,738) (1,207.9) (16.9) 1.6 

Total comprehensive (loss)/income for the year ..  
36,774 63,470 (26,696) (42.1) 14.2 25.9 

Revenue 

The Group’s Revenue increased by EUR 13,823 thousand, or 5.6%, from EUR 245,203 thousand in the year ended 

31 December 2019 to EUR 259,026 thousand in the year ended 31 December 2020, principally due to an increase 

in revenue from outpatient care and revenue from inpatient care, partially offset by a decrease in construction 

revenue.  
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The following table sets forth the breakdown of the Group’s revenue from rendering services by major types of 

services provided for the years ended 31 December 2020 and 2019. 

 

Year ended 

31 December 
Change 

from 2019 

to 2020 

Percentage 

change 

from 2019 

to 2020 

% of Revenue 

Year ended  

31 December 

 2020 2019 2020 2019 

 (EUR in thousands) (%) 
Revenue from rendering of services – by major 

types:     

  

Outpatient care ....................................................  138,061 135,325 2,736 2.0 53.3 55.2 
Inpatient care ......................................................  90,018 69,525 20,493 29.5 34.8 28.4 

Construction revenue ..........................................  17,699 25,458 (7,759) (30.5) 6.8 10.4 

Elderly care .........................................................  11,567 13,400 (1,833) (13.7) 4.5 5.5 
Home care ...........................................................  584 604 (20) (3.3) 0.2 0.2 

Pharmacy sales ...................................................  443 469 (26) (5.5) 0.2 0.2 

Other ...................................................................  654 422 232 55.0 0.3 0.2 

Total .......................................................................  259,026 245,203 13,823 5.6 100.0 100.0 

The Group’s revenue from outpatient care increased by EUR 2,736 thousand, or 2.0%, from EUR 135,325 thousand 

in the year ended 31 December 2019 to EUR 138,061 thousand in the year ended 31 December 2020, principally 

due to an increase in the volume of medical services offered at the Group’s existing facilities, as well as launch of 

the International Oncology Centre in Moscow and International Oncology Centre in Kolomna.  

The Group’s revenue from inpatient care increased by EUR 20,493 thousand, or 29.5%, from EUR 69,525 thousand 

in the year ended 31 December 2019 to EUR 90,018 thousand in the year ended 31 December 2020, principally due 

to an increase in the volume of medical services offered, launch of the International Oncology Centre in Moscow 

and International Oncology Centre in Kolomna.  

The Group’s construction revenue decreased by EUR 7,759 thousand, or 30.5%, from EUR 25,458 thousand in the 

year ended 31 December 2019 to EUR 17,699 thousand in the year ended 31 December 2020, principally due to 

most of the construction works related to the International Oncology Centre in Moscow being completed in 2019 

and not reoccurring in 2020. 

Cost of medical services and products provided  

The Group’s cost of medical services and products provided remained mainly at the same level, amounting to 

EUR 159,339 thousand in the year ended 31 December 2019 and EUR 159,213 thousand in the year ended 

31 December 2020. 

The following table sets out the Group’s cost of medical services and products provided by type for the years ended 

31 December 2020 and 2019.  

 

Year ended 31 

December Change 

from 2019 

to 2020 

Percentage 

change 

from 

2019 to 

2020 

% of Revenue 

Year ended 31 

December  

 
2020 2019 2020 2019 

 (EUR in thousands) (%) 

       
Payroll and related taxes ...........................................  68,119 70,456 (2,337) (3.3) 26.3 28.7 

Cost of medicines and patient care ............................  39,715 27,574 12,141 44.0 15.3 11.2 

Cost of construction ..................................................  16,856 24,245 (7,389) (30.5) 6.5 9.9 
Depreciation of property plant and equipment ..........  14,126 16,001 (1,875) (11.7) 5.5 6.5 

Outsourcing ...............................................................  6,528 7,523 (995) (13.2) 2.5 3.1 

Medical subcontract services .....................................  2,702 1,921 781 40.7 1.0 0.8 
Equipment maintenance ............................................  2,694 3,759 (1,065) (28.3) 1.0 1.5 

Maintenance of premises ...........................................  2,270 2,178 92 4.2 0.9 0.9 

Utilities .....................................................................  1,392 1,239 153 12.3 0.5 0.5 
Household and office items .......................................  1,007 1,122 (115) (10.2) 0.4 0.5 

Security .....................................................................  746 705 41 5.8 0.3 0.3 

Amortisation of intangible assets, concession ...........  571 - 571 100.0 0.2 0.0 
Expenses on leases not giving rise to Right-of-use 

(ROU) assets .............................................................  535 446 89 20.0 0.2 0.2 

IT services .................................................................  466 405 61 15.1 0.2 0.2 
Amortisation of intangible assets ..............................  240 299 (59) (19.7) 0.1 0.1 

Other .........................................................................  1,246 1,466 (220) (15.0) 0.5 0.6 

Total .........................................................................  
159,213 159,339 (126) (0.1) 61.5 65.0 

The Group’s payroll and related taxes decreased by EUR 2,337 thousand, or 3.3%, from EUR 70,456 thousand in 

the year ended 31 December 2019 to EUR 68,119 thousand in the year ended 31 December 2020, principally due to 
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cost optimisation measures implemented to mitigate the effects of COVID-19 pandemic, including a 20% reduction 

in the number of supporting personnel (principally from non-earning departments), a reduction in the number of 

assistants and nurses, as well as the introduction of certain KPI targets for department heads.  

The Group’s cost of medicines and patient care increased by EUR 12,141 thousand, or 44.0%, from EUR 27,574 

thousand in the year ended 31 December 2019 to EUR 39,715 thousand in the year ended 31 December 2020, mainly 

as a result of an increase in chemotherapy services performed under MHI.  

The Group’s depreciation of property plant and equipment decreased by EUR 1,875 thousand, or 11.7%, from 

EUR 16,001 thousand in the year ended 31 December 2019 to EUR 14,126 thousand in the year ended 31 December 

2020, due to depreciation of a part of the equipment and effective management of equipment procurement that 

ensures strategic replacement of outdated equipment taking into consideration, among other things, its rate of return 

and amortisation schedule. 

The Group’s outsourcing expense decreased by EUR 995 thousand, or 13.2%, from EUR 7,523 thousand in the year 

ended 31 December 2019 to EUR 6,528 thousand in the year ended 31 December 2020, as a result of cost 

optimisation measures implemented to mitigate the effects of COVID-19, comprising principally a 20% reduction 

in certain supporting personnel, such as cleaning staff, translators and assistants.  

The Group’s other costs decreased by EUR 220 thousand, or 15.0%, from EUR 1,466 thousand in the year ended 

31 December 2019 to EUR 1,246 thousand in the year ended 31 December 2020, mainly due to cost optimisation 

measures implemented to mitigate the effects of COVID-19, including a decrease in costs relating to personnel’s 

non-essential training. 

Gross Profit  

As a result of the changes in revenue and cost of medical services and products provided, the Group’s gross profit 

increased by EUR 13,949 thousand, or 16.2%, from EUR 85,864 thousand in the year ended 31 December 2019 to 

EUR 99,813 thousand in the year ended 31 December 2020. 

Selling Expenses 

The Group’s selling expenses decreased by EUR 662 thousand, or 13.8%, from EUR 4,809 thousand in the year 

ended 31 December 2019 to EUR 4,147 thousand in the year ended 31 December 2020, principally due to a decrease 

in advertising costs and a decrease in agency fees. 

The following table sets out the components of the Group’s selling expenses for the years ended 31 December 2020 

and 2019.  

 

Year ended 31 

December 
Change 

from 2019 

to 2020 

Percentage 

change 

from 2019 

to 2020 

% of Revenue 

Year ended 31 

December  

 2020 2019 2020 2019 

 (EUR in thousands) (%) 

       

Advertising costs ...........................................................  2,038 2,544 (506) (19.9) 0.8 1.0 
Agency fees ...................................................................  909 1,093 (184) (16.8) 0.4 0.4 

Payroll and related taxes ...............................................  991 1,061 (70) (6.6) 0.4 0.4 

Depreciation of property, plant and equipment .............  38 41 (3) (7.3) 0.0 0.0 
Amortisation of intangible assets ..................................  27 24 3 12.5 0.0 0.0 

Other .............................................................................  144 46 98 213.0 0.1 0.0 

Total selling expenses ..................................................  
4,147 4,809 (662) (13.8) 1.6 2.0 

The Group’s advertising costs decreased by EUR 506 thousand, or 19.9%, from EUR 2,544 thousand in the year 

ended 31 December 2019 to EUR 2,038 thousand in the year ended 31 December 2020. The decrease in the Group’s 

advertising costs was principally due to cost optimisation measures implemented, including a reduction in outdoor 

advertising (print media), as well as a decrease in radio advertising, which was principally substituted by digital and 

online advertising. 

The Group’s agency fees decreased by EUR 184 thousand, or 16.8%, from EUR 1,093 thousand in the year ended 

31 December 2019 to EUR 909 thousand in the year ended 31 December 2020. The decrease in the Group’s agency 

fees was principally due to cost optimisation measures implemented to mitigate the effects of COVID-19, such as 

renegotiation of certain contracts with agents on terms more favourable to the Group.  

The Group’s payroll and related taxes decreased by EUR 70 thousand, or 6.6%, from EUR 1,061 thousand in the 

year ended 31 December 2019 to EUR 991 thousand in the year ended 31 December 2020, primarily due to cost 

optimisation measures in the commercial department, the replacement of the agency department personnel.  
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General and Administrative Expenses 

The Group’s general and administrative expenses decreased by EUR 599 thousand, or 4.1%, from EUR 14,756 

thousand in the year ended 31 December 2019 to EUR 14,157 thousand in the year ended 31 December 2020, 

principally due to a decrease in outsourcing expenses. 

The following table sets out the components of the Group’s general and administrative expenses for the years ended 

31 December 2020 and 2019.  

 

Year ended 31 

December 
Change 

from 2019 

to 2020 

Percentage 

change 

from 2019 

to 2020 

% of Revenue 

Year ended 31 

December 

 2020 2019 2020 2019 

 (EUR in thousands) (%) 

       
Outsourcing ...................................................................  4,890 5,346 (456) (8.5) 1.9 2.2 

Payroll and related taxes ...............................................  2,166 2,245 (79) (3.5) 0.8 0.9 

Other taxes ....................................................................  1,863 2,012 (149) (7.4) 0.7 0.8 
Bank charges related to day-to-day operations ..............  1,373 1,542 (169) (11.0) 0.5 0.6 

Non-recurring expenses(1) ..............................................  1,105 838 267 31.9 0.4 0.3 

Professional fees, including audit fee ............................  564 607 (43) (7.1) 0.2 0.2 
Depreciation of property, plant and equipment .............  289 351 (62) (17.7) 0.1 0.1 

Movement in allowance for expected credit losses .......  87 348 (261) (75.0) 0.0 0.1 

Consulting and information expenses ............................  102 172 (70) (40.7) 0.0 0.1 
Amortisation of intangible assets ..................................  230 110 120 109.1 0.1 0.0 

Archive storage .............................................................  74 83 (9) (10.8) 0.0 0.0 
Expenses on leases not giving rise to RoU assets ..........  69 58 11 19.0 0.0 0.0 

IT services .....................................................................  46 35 11 31.4 0.0 0.0 

Equipment maintenance ................................................  10 13 (3) (23.1) 0.0 0.0 

Other .............................................................................  1,289 996 293 29.4 0.5 0.4 

Total administrative expenses ....................................  14,157 14,756 (599) (4.1) 5.5 6.0 

 _____________________  

Note: 

(1) Non-recurring expenses were recognised under project expenses line item in 2019 and 2018. 

The Group’s outsourcing expenses decreased by EUR 456 thousand, or 8.5%, from EUR 5,346 thousand in the year 

ended 31 December 2019 to EUR 4,890 thousand in the year ended 31 December 2020, mainly as the result of a 

decrease in back office costs, including a 20% decrease in the accounting, financial control and HR administration 

staff.  

The Group’s payroll and related taxes decreased by EUR 79 thousand, or 3.5%, from EUR 2,245 thousand in the 

year ended 31 December 2019 to EUR 2,166 thousand in the year ended 31 December 2020, due to cost optimisation 

measures implemented to mitigate the effects of COVID-19. 

The decrease in other taxes was due to fluctuations in the foreign exchange rates. 

The Group’s bank charges related to day-to-day operations decreased by EUR 169 thousand, or 11%, from 

EUR 1,542 thousand in the year ended 31 December 2019 to EUR 1,373 thousand in the year ended 

31 December 2020, which was primarily due to a decrease in bank charges (acquiring services), as well as revenue 

сomposition changes. 



Operating and Financial Review 

 75  

 

Finance expense, net 

The Group’s total finance expense, net, increased by EUR 656 thousand, or 7.4%, from EUR 8,919 thousand in the 

year ended 31 December 2019 to EUR 9,575 thousand in the year ended 31 December 2020. 

The following table sets out the components of the Group’s finance income and finance costs for the years ended 31 

December 2020 and 2019.  

 

Year ended 31 

December 
Change 

from 2019 

to 2020 

Percentage 

change 

from 2019 

to 2020 

% of Revenue 

Year ended 31 

December 

 2020 2019 2020 2019 

 (EUR in thousands) (%) 

Finance income       

Interest income on bank deposits ............................  142 178 (36) (20.2) 0.1 0.1 
Interest income from discounting long-term 

receivables ..............................................................  - 44 (44) (100.0) 0.0 0.0 

Total finance income .............................................  142 222 (80) (36.0) 0.1 0.1 

       

Finance expense       
Interest expense on loans and borrowings ...............  (7,270) (7,637) 367 (4.8) (2.8) (3.1) 

Finance charge on lease liability .............................  (2,971) (3,179) 208 (6.5) (1.1) (1.3) 

Less: capitalised costs .............................................  1,656 2,552 (896) (35.1) 0.6 1.0 
Interest expense of unwinding of long-term 

payables ..................................................................  (1,132) (877) (255) 29.1 (0.4) (0.4) 

Total finance expense ............................................  (9,717) (9,141) (576) 6.3 (3.8) (3.7) 

Total finance expense, net .....................................  
(9,575) (8,919) (656) 7.4 (3.7) (3.6) 

The Group’s total finance income decreased by EUR 80 thousand, or 36.0%, from EUR 222 thousand in the year 

ended 31 December 2019 to EUR 142 thousand in the year ended 31 December 2020, due to a decrease in interest 

rates. 

The Group’s total finance expense increased by EUR 576 thousand, or 6.3%, from EUR 9,141 thousand in the year 

ended 31 December 2019 to EUR 9,717 thousand in the year ended 31 December 2020, due to the major part of 

construction works being completed in 2019, resulting in higher capitalised interest and lower finance expenses in 

2019 compared to 2020. 

Other Expenses, net 

The following table sets out the components of the Group’s other expenses, net, for the years ended 31 December 

2020 and 2019. 

 

Year ended  

31 December 
Change 

from 2019 

to 2020 

Percentage 

change 

from 2019 

to 2020 

% of Revenue 

Year ended  

31 December 

 2020 2019 2020 2019 

 (EUR in thousands) (%) 

Other income        
Advance recovered (previously written-off due to 

expired limitation period)  .......................................  1,748 - 1,748 100.0 0.7 0.0 

Write-off of payables (expired limitation period)  ...  160 161 (1) (0.6) 0.1 0.1 
Income from sale of property, plant and equipment  101 13 88 676.9 0.0 0.0 

Provisions................................................................  - 2,149 (2,149) (100.0) 0.0 0.9 

Other .......................................................................  84 108 (24) (22.2) 0.0 0.0 

Total other income  ...............................................  2,093 2,431 (338) (13.9) 0.8 1.0 

       

Other expenses        
Non-recoverable VAT write-off ..............................  (148) (141) (7) 5.0 (0.1) (0.1) 

Write-off property, plant and equipment  ................  (107) (185) 78 (42.2) 0.0 (0.1) 

Expenses from sale of property, plant and 
equipment  ...............................................................  (8) (2) (6) 300.0 0.0 0.0 

Other  ......................................................................  (257) (223) (34) 15.2 (0.1) (0.1) 

Total other expenses ..............................................  (520) (551) 31 (5.6) (0.2) (0.2) 

Total other income, net .........................................  
1,573 1,880 (307) (16.3) (0.6) 0.8 

The Group’s other expenses, net, decreased by EUR 307 thousand, or 16.3%, from EUR 1,880 thousand in the year 

ended 31 December 2019 to EUR 1,573 thousand in the year ended 31 December 2020, principally as a result of the 

reverse of tax allowance provision.  
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Income Tax  

The following table sets out the components of the Group’s income tax benefit in the years ended 31 December 2020 

and 2019.  

 

Year ended  

31 December 
Change 

from 2019 

to 2020 

Percentag

e change 

from 2019 

to 2020 

% of Revenue 

Year ended  

31 December 

 2020 2019 2020 2019 

 (EUR in thousands) (%) 
       

Current income tax expense ....................................  (67) (47) (20) 42.6 0.0 0.0 

Deferred income tax benefit ....................................  103 3,994 (3,891) (97.4) 0.0 1.6 

Income tax benefit .................................................  36 3,947 (3,911) (99.1) 0.0 1.6 

The Group’s income tax expense decreased by EUR 3,911 thousand, or 99.1%, from EUR 3,947 thousand in the 

year ended 31 December 2019 to EUR 36 thousand in the year ended 31 December 2020, as the result of a reversal 

of provision in 2019. 

The Group’s effective income tax rate was 0% and 0% in the years ended 31 December 2020 and 2019, respectively. 

See “—Critical Accounting Judgments and Key Sources of Estimation Uncertainty—Income tax” in the 2019 

Annual Financial Statements. 

The following table sets out the reconciliation of the Group’s profit before tax for the years ended 31 December 

2020 and 2019 to the Group’s income tax benefit. 

 Year ended 31 December  

 2020 2019 

 (EUR in thousands) 

Profit before income tax .......................................  80,524 55,571 

Income tax expense calculated at Russian rate of 
20% .........................................................................  (16,105) (11,114) 

Effect of income subject to income tax at a rate of 

0% ...........................................................................  17,079 12,401 
Unrecognised deferred tax assets ............................  (774) (1,876) 

Undistributed earnings of subsidiaries.....................  - 4,546 

Tax effect of non-deductible expenses ....................  (164) (10) 

Income tax benefit .................................................  36 3,947 

Other Comprehensive Income/(Loss) 

The Group’s other comprehensive income comprising the effect of translation to presentation currency changed by 

EUR 47,738 thousand, or 1,207.9%, from an income of EUR 3,952 thousand in the year ended 31 December 2019 

to a loss of EUR 43,786 thousand in the year ended 31 December 2020, which was due to the effect of the currency 

translation.  

Total comprehensive income/ (loss) for the year 

For the reasons described above, the Group’s total comprehensive income for the year ended 31 December 2020 and 

2019 was EUR 36,774 thousand and EUR 63,470 thousand, respectively.  

Results of Operations for the Year Ended 31 December 2019 Compared with the Year Ended 31 December 2018  

The following table sets out selected data from consolidated statement of profit or loss and other comprehensive 

income for the years ended 31 December 2019 and 2018 derived from the Financial Statements (included elsewhere 

in this Offering Memorandum).  

 

Year ended 31 

December 
Change 

from 2018 

to 2019 

Percentage 

change 

from 2018 

to 2019 

% of Revenue 

Year ended 31 

December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

       

Revenue ..................................................................  245,203 194,620 50,583 26.0 100.0 100.0 
Cost of medical services and products provided ......  (159,339) (110,108) (49,231) 44.7 (65.0) (56.6) 

Gross profit ............................................................  85,864 84,512 1,352 1.6 35.0 43.4 

Selling expenses ......................................................  (4,809) (4,102) (707) 17.2 (2.0) (2.1) 
General and administrative expenses.......................  (14,756) (13,379) (1,377) 10.3 (6.0) (6.9) 

Operating profit ....................................................  66,299 67,031 (732) (1.1) 27.0 34.4 

Finance income .......................................................  222 411 (189) (46.0) 0.1 0.2 
Finance expense ......................................................  (9,141) (2,765) (6,376) 230.6 (3.7) (1.4) 

Foreign exchange gain ............................................  106 649 (543) (83.7) 0.0 0.3 
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Year ended 31 

December 
Change 

from 2018 

to 2019 

Percentage 

change 

from 2018 

to 2019 

% of Revenue 

Year ended 31 

December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

(Expense)/income on change in fair value of 
financial instruments ...............................................  (3,795) 2,397 (6,192) (258.3) (1.5) 1.2 

Other expenses, net .................................................  1,880 (785) 2,665 339.5 0.8 (0.4) 

Profit/(loss) before tax ...........................................  55,571 66,938 (11,367) (17.0) 22.7 34.4 

Income tax benefit/(expense) ..................................  3,947 (15,269) 19,216 125.8 1.6 (7.8) 

Profit/(loss) for the year ........................................  59,518 51,669 7,849 15.2 24.3 26.5 

Other comprehensive income/(loss) ........................        
Effect of translation to presentation currency ..........  3,952 (14,346) 18,298 127.5 1.6 (7.4) 

Other comprehensive income/(loss) for the year .  3,952 (14,346) 18,298 127.5 1.6 (7.4) 

Total comprehensive income/ (loss) for the year .  63,470 37,323 26,147 70.1 25.9 19.2 

Revenue 

The Group’s Revenue increased by EUR 50,583 thousand, or 26.0%, from EUR 194,620 thousand in the year ended 

31 December 2018 to EUR 245,203 thousand in the year ended 31 December 2019, principally due to an increase 

in revenue from outpatient care and revenue from inpatient care, as well as an increase in construction revenue. 

The following table sets out the breakdown of the Group’s revenue from rendering services by major types for the 

years ended 31 December 2019 and 2018.  

 

Year ended  

31 December 
Change 

from 2018 

to 2019 

Percentage 

change 

from 2018 

to 2019 

% of Revenue 

Year ended  

31 December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

       

Revenue from rendering of services – by major 

types: 

  

  

  

Outpatient care ........................................................  135,325 128,484 6,841 5.3 55.2 66.0 

Inpatient care ...........................................................  69,525 55,039 14,486 26.3 28.3 28.3 

Construction revenue ..............................................  25,458 - 25,458 100.0 10.4 0.0 
Elderly care .............................................................  13,400 9,566 3,834 40.1 5.5 4.9 

Home care ...............................................................  604 574 30 5.2 0.2 0.3 

Pharmacy sales ........................................................  469 448 21 4.7 0.2 0.2 

Other .......................................................................  422 509 (87) (17.1) 0.2 0.3 

Total .......................................................................  
245,203 194,620 50,583 26.0 100.0 100.0 

The Group’s revenue from outpatient care increased by EUR 6,841 thousand, or 5.3%, from EUR 128,484 thousand 

in the year ended 31 December 2018 to EUR 135,325 thousand in the year ended 31 December 2019, principally 

due to organic growth and an increase in MHI revenue.  

The Group’s revenue from inpatient care increased by EUR 14,486 thousand, or 26.3%, from EUR 55,039 thousand 

in the year ended 31 December 2018 to EUR 69,525 thousand in the year ended 31 December 2019, principally due 

to organic growth, ramp-up of the EMC Maternity Hospital and the Zhukovka Rehabilitation Centre and an increase 

in MHI revenue.  

The Group’s construction revenue increased by EUR 25,458 thousand, or 100.0%, from EUR 0 thousand in the year 

ended 31 December 2018 to EUR 25,458 thousand in the year ended 31 December 2019, principally due to 

recognition of revenue and costs related to the International Oncology Centre in Moscow. 

Cost of medical services and products provided  

The Group’s cost of medical services and products provided increased by EUR 49,231 thousand, or 44.7%, from 

EUR 110,108 thousand in the year ended 31 December 2018 to EUR 159,339 thousand in the year ended 31 

December 2019, principally due to an increase in payroll and related taxes, an increase in cost of medicines and 

patient care and an increase in cost of construction. 
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The following table sets out the Group’s cost of medical services and products provided by type in the years ended 

31 December 2019 and 2018.  

 

Year ended  

31 December 
Change 

from 2018 

to 2019 

Percentage 

change 

from 2018 

to 2019 

% of Revenue 

Year ended  

31 December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 
       

Payroll and related taxes .........................................  70,456 62,310 8,146 13.1 28.7  32.0  

Cost of medicines and patient care ..........................  27,574 16,900 10,674 63.2 11.2  8.7  
Cost of construction ................................................  24,245 - 24,245 100.0 9.9  0.0  

Depreciation of property plant and equipment ........  16,001 12,991 3,010 23.2 6.5  6.7  

Outsourcing .............................................................  7,523 6,662 861 12.9 3.1  3.4  
Equipment maintenance ..........................................  3,759 3,767 (8) (0.2) 1.5  1.9  

Maintenance of premises .........................................  2,178 1,370 808 59.0 0.9  0.7  

Medical subcontract services ...................................  1,921 1,348 573 42.5 0.8  0.7  
Utilities ...................................................................  1,239 1,225 14 1.1 0.5  0.6  

Household and office items .....................................  1,122 950 172 18.1 0.5  0.5  

Security ...................................................................  705 603 102 16.9 0.3  0.3  
Expenses on leases not giving rise to Right-of-use 

(ROU) assets ...........................................................  446 231 215 93.1 0.2  0.1  

IT services ...............................................................  405 239 166 69.5 0.2  0.1  
Amortisation of intangible assets ............................  299 222 77 34.7 0.1  0.1  

Other .......................................................................  1,466 1,290 176 13.6 0.6  0.7  

Total .......................................................................  159,339 110,108 49,231 44.7 65.0  56.6  

The Group’s payroll and related taxes increased by EUR 8,146 thousand, or 13.1%, from EUR 62,310 thousand in 

the year ended 31 December 2018 to EUR 70,456 thousand in the year ended 31 December 2019, principally due to 

a change in nurses’ salaries. 

The Group’s cost of medicines and patient care increased by EUR 10,674 thousand, or 63.2%, from EUR 16,900 

thousand in the year ended 31 December 2018 to EUR 27,574 thousand in the year ended 31 December 2019, 

principally due to an increase in MHI chemotherapy services. 

The Group’s cost of construction increased by EUR 24,245 thousand, or 100.0%, from EUR 0 thousand in the year 

ended 31 December 2018 to EUR 24,245 thousand in the year ended 31 December 2019, principally due to cost of 

construction related to the Moscow International Oncology Centre. 

The Group’s depreciation of property, plant and equipment increased by EUR 3,010 thousand, or 23.2%, from 

EUR 12,991 thousand in the year ended 31 December 2018 to EUR 16,001 thousand in the year ended 

31 December 2019, as a result of commissioning of the Group’s new medical facilities. 

The Group’s other cost of medical services and products provided increased by EUR 176 thousand, or 13.6%, from 

EUR 1,290 thousand in the year ended 31 December 2018 to EUR 1,466 thousand in the year ended 

31 December 2019, primarily due to an increase in personnel following an increase in the number of services in the 

EMC Maternity Hospital and the Zhukovka Rehabilitation Centre.  

Gross Profit  

As a result of the changes in revenue and cost of medical services and products provided, the Group’s gross profit 

increased by EUR 1,352 thousand, or 1.6%, from EUR 84,512 thousand in the year ended 31 December 2018 to 

EUR 85,864 thousand in the year ended 31 December 2019.  
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Selling Expenses 

The Group’s selling expenses increased by EUR 707 thousand, or 17.2%, from EUR 4,102 thousand in the year 

ended 31 December 2018 to EUR 4,809 thousand in the year ended 31 December 2019, principally due to an 

increase in advertising costs. 

The following table sets out the components of the Group’s selling expenses in the years ended 31 December 2019 

and 2018.  

 

Year ended  

31 December 
Change 

from 2018 

to 2019 

Percentage 

change 

from 2018 

to 2019 

% of Revenue 

Year ended  

31 December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

       

Advertising costs .....................................................  2,544 2,023 521 25.8 1.0 1.0 

Agency fees .............................................................  1,093 1,037 56 5.4 0.4 0.5 

Payroll and related taxes .........................................  1,061 937 124 13.2 0.4 0.5 
Depreciation of property, plant and equipment .......  41 31 10 32.3 0.0 0.0 

Amortisation of intangible assets ............................  24 22 2 9.1 0.0 0.0 

Other .......................................................................  46 52 (6) (11.5) 0.0 0.0 

Total selling expenses ............................................  4,809 4,102 707 17.2 2.0 2.1 

The Group’s advertising costs increased by EUR 521 thousand, or 25.8%, from EUR 2,023 thousand in the year 

ended 31 December 2018 to EUR 2,544 thousand in the year ended 31 December 2019. The increase in the Group’s 

advertising costs was principally due to an increase in the number of radio and Internet advertising supporting 

expansion of the Group’s business. 

The Group’s agency fees increased by EUR 56 thousand, or 5.4%, from EUR 1,037 thousand in the year ended 

31 December 2018 to EUR 1,093 thousand in the year ended 31 December 2019. This increase was due to the 

expansion of the Group’s business and the consequent increase in patients from agent channels.  

The Group’s payroll and related tax increased by EUR 124 thousand, or 13.2%, from EUR 937 thousand in the year 

ended 31 December 2018 to EUR 1,061 thousand in the year ended 31 December 2019. This increase was due to 

the expansion of the Group’s business and developing the structure of the commercial department.  

General and Administrative Expenses 

The Group’s general and administrative expenses increased by EUR 1,377 thousand, or 10.3%, from EUR 13,379 

thousand in the year ended 31 December 2018 to EUR 14,756 thousand in the year ended 31 December 2019, 

principally due to an increase in outsourcing, bank fees, payroll and related taxes and other taxes, partially offset by 

the decrease in non-recurring expenses. 
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The following table sets out the components of the Group’s general and administrative expenses in the years ended 

31 December 2019 and 2018.  

 

Year ended  

31 December 

Change 

from 

2018 to 

2019 

Percentage 

change 

from 

2018 to 

2019 

% of Revenue 

Year ended  

31 December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

       

Outsourcing .............................................................  5,346 4,770 576 12.1 2.2  2.5  

Payroll and related taxes .........................................  2,245 1,598 647 40.5 0.9  0.8  

Other taxes ..............................................................  2,012 1,805 207 11.5 0.8  0.9  
Bank charges related to day-to-day operations ........  1,542 1,297 245 18.9 0.6  0.7  

Non-recurring expenses(1) ........................................  838 1,927 (1,089) (56.5) 0.3  1.0  

Professional fees, including audit fee ......................  607 549 58 10.6 0.2  0.3  
Depreciation of property, plant and equipment .......  351 318 33 10.4 0.1  0.2  

Movement in allowance for expected credit losses .  348 (189) 537 (284.1) 0.1  (0.1) 

Consulting and information expenses ......................  172 227 (55) (24.2) 0.1  0.1  
Amortisation of intangible assets ............................  110 81 29 35.8 0.0  0.0  

Archive storage .......................................................  83 143 (60) (42.0) 0.0  0.1  

Expenses on leases not giving rise to RoU assets ....  58 49 9 18.4 0.0  0.0  

IT services ...............................................................  35 23 12 52.2 0.0  0.0  

Equipment maintenance ..........................................  13 19 (6) (31.6) 0.0  0.0  

Other costs ..............................................................  996 762 234 30.7 0.4  0.4  

Total general and administrative expenses..........  14,756 13,379 1,377 10.3 6.0  6.9  

 _____________________  

Note: 

(1) Non-recurring expenses were recognised in the project expenses line item in 2019 and 2018. 

The Group’s outsourcing increased by EUR 576 thousand, or 12.1%, from EUR 4,770 thousand in the year ended 

31 December 2018 to EUR 5,346 thousand in the year ended 31 December 2019, as the result of the Group’s growth 

and an increase in IT costs. 

The increase in other taxes was due to an increase in property tax and commissioning of the Zhukovka Rehabilitation 

Centre. 

The Group’s payroll and related taxes increased by EUR 647 thousand, or 40.5%, from EUR 1,598 thousand in the 

year ended 31 December 2018 to EUR 2,245 thousand in the year ended 31 December 2019, principally due to an 

increase in the limit on contributions and KPI of employees. 

The Group’s bank charges related to day-to-day operations increased by EUR 245 thousand, or 18.9%, from EUR 

1,297 thousand in the year ended 31 December 2018 to EUR 1,542 thousand in the year ended 31 December 2019, 

which was primarily due to an increase in the Group’s revenue. 

The Group’s non-recurring expenses decreased by EUR 1,089 thousand, or 56.5%, from EUR 1,927 thousand in the 

year ended 31 December 2018 to EUR 838 thousand in the year ended 31 December 2019, which was primarily due 

to a decrease in consultancy costs incurred. 

Finance expense, net 

The Group’s total finance expense, net, increased by EUR 6,565 thousand, or 278.9%, from EUR 2,354 thousand in 

the year ended 31 December 2018 to EUR 8,919 thousand in the year ended 31 December 2019.  
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The following table sets out the components of the Group’s finance income and finance costs in the years ended 31 

December 2019 and 2018.  

 

Year ended  

31 December 

Change 

from 

2018 to 

2019 

Percentage 

change 

from 

2018 to 

2019 

% of Revenue 

Year ended  

31 December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

Finance income       
Interest income on bank deposits ..................................  178 282 (104) (36.9) 0.1  0.1  

Interest income from discounting long-term 

receivables ....................................................................  44 129 (85) (65.9) 0.0  0.1  

Total finance income ...................................................  222 411 (189) (46.0) 0.1  0.2  

        

Finance expense       
Interest expense on loans and borrowings .....................  (7,637) (4,794) (2,843) 59.3 (3.1)  (2.5)  

Finance charge on lease liability ...................................  (3,179) (3,120) (59) 1.9 (1.3)  (1.6)  

Less: capitalised costs ...................................................  2,552 5,266 (2,714) (51.5) 1.0  2.7  
Interest expense of unwinding of long-term payables ...  (877) (117) (760) 649.6 (0.4)  (0.1)  

Total finance expense ..................................................  (9,141) (2,765) (6,376) 230.6 (3.7)  (1.4)  

Total finance expense, net ...........................................  (8,919) (2,354)  (6,565) 278.9 (3.6)  (1.2)  

The Group’s total finance income decreased by EUR 189 thousand, or 46.0%, from EUR 411 thousand in the year 

ended 31 December 2018 to EUR 222 thousand in the year ended 31 December 2019, due to a decrease in interest 

income on bank deposits and a decrease in interest income from discounting long-term receivables. 

The Group’s interest income from discounting long-term receivables decreased by EUR 85 thousand, or 65.9%, 

from EUR 129 thousand in the year ended 31 December 2018 to EUR 44 thousand in the year ended 

31 December 2019. This decrease was due to repayment of receivables in relation to the Family Medical Centre at 

Solntsevo.  

The Group’s interest income on bank deposits decreased by EUR 104 thousand, or 36.9%, from EUR 282 thousand 

in the year ended 31 December 2018 to EUR 178 thousand in the year ended 31 December 2019, due to a decrease 

in cash on deposits as a result of increased cash expenditures related to the construction and fit-up of the International 

Oncology Centre in Moscow. 

The Group’s total finance expense increased by EUR 6,376 thousand, or 230.6%, from EUR 2,765 thousand in the 

year ended 31 December 2018 to EUR 9,141 thousand in the year ended 31 December 2019, primarily as a result of 

an increase in interest expense on loans and borrowings. 

The Group’s interest expense on loans and borrowings increased by EUR 2,843 thousand, or 59.3%, from 

EUR 4,794 thousand in the year ended 31 December 2018 to EUR 7,637 thousand in the year ended 

31 December 2019, as the result of an increase in loans in line with the Group’s growth.  

Other Expenses, net 

The Group’s other expenses, net, increased by EUR 2,665 thousand, or 339.5%, from EUR 785 thousand (other 

expenses) in the year ended 31 December 2018 to EUR 1,880 thousand (other income) in the year ended 

31 December 2019. 

 

Year ended  

31 December 
Change 

from 2018 

to 2019 

Percentage 

change 

from 2018 

to 2019 

% of Revenue 

Year ended  

31 December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

       
Other income        

Provisions.................................................................  2,149 - 2,149 100.0 0.9  0.0  

Write-off of payables (expired limitation period)  ....  161 369 (208) (56.4) 0.1  0.2  
Income from cancellation of lease contracts .............  - 14 (14) (100.0) 0.0 0.0  

Income from sale of property, plant and equipment .  13 29 (16) (55.2) 0.0  0.0  

Other income  ...........................................................  108 66 42 63.6 0.0  0.0  

Total other income  ................................................  2,431 478 1,953 408.6 1.0  0.2  

       

Other expenses        
Non-recoverable VAT write-off ...............................  (141) (957) 816 (85.3) (0.1)  (0.5)  

Write-off property, plant and equipment  .................  (185) (100) (85) 85.0 (0.1)  (0.1)  

Expenses from sale of property, plant and equipment (2) (6) 4 (66.7) (0.0)  (0.0) 
Other  .......................................................................  (223) (200) (23) 11.5 (0.1)  (0.1)  
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Year ended  

31 December 
Change 

from 2018 

to 2019 

Percentage 

change 

from 2018 

to 2019 

% of Revenue 

Year ended  

31 December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

       

Total other expenses  ..............................................  (551) (1,263) 712 (56.4) (0.2)  (0.6)  

Other expense, net  .................................................  1,880 (785) 2,665 339.5 (0.8)  (0.4)  

Income Tax  

The following table sets out the components of the Group’s income tax benefit/(expense) in the years ended 

31 December 2019 and 2018. 

 

Year ended  

31 December 2019 
Change 

from 2018 

to 2019 

Percentage 

change 

from 2018 

to 2019 

% of Revenue 

Year ended  

31 December 

 2019 2018 2019 2018 

 (EUR in thousands) (%) 

       

Current income tax expense .....................................  (47) (10,692) 10,645 (99.6) (0.0)  (5.5)  

Deferred income tax benefit/(expense) .....................  3,994 (4,577) 8,571 187.3 1.6  (2.4)  

Income tax benefit/(expense) .................................  3,947 (15,269) 19,216 (125.8) 1.6  (7.8)  

The Group’s income tax expense increased by EUR 19,216 thousand, or 125.8%, from negative figure of 

EUR 15,269 thousand in the year ended 31 December 2018 to EUR 3,947 thousand in the year ended 

31 December 2019, as the result of a decrease in in current income tax expense and changes in deferred income tax 

benefit/(expense). 

The Group’s current income tax expense decreased by EUR 10,645 thousand, or 99.6%, from EUR 10,692 thousand 

in the year ended 31 December 2018 to EUR 47 thousand in the year ended 31 December 2019, as the result of a 

taxes paid in relation to dividend payment in 2018. 

The Group’s deferred income tax changed from a tax expense of EUR 4,577 thousand in the year ended 

31 December 2018 to a tax benefit of EUR 3,994 thousand in the year ended 31 December 2019. The change in 

deferred income tax expense was due to reverse of the provision for payment of dividends for 2019, which the Group 

substituted with reduction in share capital. 

The Group’s effective income tax rate was 0% and 0.1% in the years ended 31 December 2019 and 2018, 

respectively. See “—Critical Accounting Judgments and Key Sources of Estimation Uncertainty—Income tax” in 

the Annual Financial Statements. 

The following table sets out the reconciliation of the Group’s profit before tax for the years ended 31 December 

2019 and 2018 to the Group’s income tax expense. 

 Year ended 31 December  

 2019 2018 

 (EUR in thousands) 

   

Profit before income tax ........................................ 55,571 66,938 

Income tax (expense)/income calculated at Russian 
rate of 20% ............................................................... (11,114) (13,388) 

Effect of income/(expenses) subject to income tax at 

a rate of 0%  12,401 15,293 
Unrecognised deferred tax assets ............................. (1,876) (1,854) 

Withholded tax on dividends .................................... - (10,654) 

Undistributed earnings of subsidiaries...................... 4,546 (4,467) 
Tax effect of non-deductible expenses ..................... (10) (199) 

Income tax benefit/(expense) ................................. 3,947 (15,269) 

Other Comprehensive Income 

The Group’s other comprehensive income changed by EUR 18,298 thousand, or 127.5%, from a loss of EUR 14,346 

thousand in the year ended 31 December 2018 to an income of EUR 3,952 thousand in the year ended 

31 December 2019, due to taxes paid in relation to dividend payment in 2018. 
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Total comprehensive income/(loss) for the year 

For the reasons described above, the Group’s total comprehensive income for the year ended 31 December 2019 

was EUR 63,470 thousand compared to EUR 37,323 thousand for the year ended 31 December 2018.  

Liquidity and Capital Resources 

General 

The Group’s liquidity requirements relate primarily to working capital needs and capital expenditure for the 

expansion and improvement of the Group’s facilities and, to a lesser extent, to finance concession projects. The 

Group has historically financed these requirements from cash flows from operating activities and borrowings.  

Cash Flows  

The following table sets out summary cash flow information for the three months ended 31 March 2021 and 2020 

and the years ended 31 December 2020, 2019 and 2018. 

 

Three months ended 

31 March 

Year ended  

31 December 

 2021 2020 2020 2019 2018 

 (EUR in thousands) 

      

Net cash generated from operating activities ...........  17,055 12,153 68,365 65,059 59,418 

Net cash used in investing activities ........................  (3,810) (6,478) (36,179) (59,145) (21,188) 

Net cash used in financing activities .......................  (6,023) (3,143) (17,547) (16,307) (33,887) 

Net movement in cash and cash equivalents........  7,222 2,532 14,639 (10,393) 4,343 

Net cash generated from operating activities 

Three months ended 31 March 2021 compared to the three months ended 31 March 2020 

The Group’s net cash flows from operating activities increased by EUR 4,902 thousand, or 40.3% from EUR 12,153 

thousand in the three months ended 31 March 2020 to EUR 17,055 thousand in the three months ended 31 March 

2021. The increase was principally due to an increase in profit for the period by EUR 5,836 thousand, from 

EUR 12,847 thousand in the three months ended 31 March 2020 to EUR 18,683 thousand in the three months ended 

31 March 2021. The increase was partially offset by an increase in trade and other receivables from an increase of 

EUR 2,797 thousand in the three months ended 31 March 2020 to an increase of EUR 8,734 thousand in the three 

months ended 31 March 2021, which was due to an increase in MHI volumes. 

Year ended 31 December 2020 compared to the year ended 31 December 2019 

The Group’s net cash flows from operating activities increased by EUR 3,306 thousand, or 5.1%, from EUR 65,059 

thousand in the year ended 31 December 2019 to EUR 68,365 thousand in the year ended 31 December 2020. The 

increase was principally due to an increase in profit for the year by EUR 21,042 thousand, from EUR 59,518 

thousand in the year ended 31 December 2019 to EUR 80,560 thousand in the year ended 31 December 2020. The 

increase was partially offset by an increase in trade and other receivables from a decrease of EUR 877 thousand in 

the year ended 31 December 2019 to an increase of EUR 26,153 thousand in the year ended 31 December 2020, 

which was due to MHI-related indebtedness that was subsequently repaid by the Group. 

Year ended 31 December 2019 compared to the year ended 31 December 2018 

The Group’s net cash generated from operating activities increased by EUR 5,641 thousand, or 9.5%, from 

EUR 59,418 thousand in the year ended 31 December 2018 to EUR 65,059 thousand in the year ended 

31 December 2019. The increase was principally due to an increase in profit for the year by EUR 7,849 thousand, 

from EUR 51,669 thousand in the year ended 31 December 2018 to EUR 59,518 thousand in the year ended 

31 December 2019. The increase in cash inflow from operating activities was partially offset by a change in income 

tax from an expense of EUR 15,269 thousand in the year ended 31 December 2018 to a benefit of EUR 3,947 

thousand in the year ended 31 December 2019, which was due to payment of dividends in 2018. 

Net cash used in investing activities 

Three months ended 31 March 2021 compared to the three months ended 31 March 2020 

The Group’s net cash used in investing activities decreased by EUR 2,668 thousand, or 41.2%, from EUR 6,478 

thousand in the three months ended 31 March 2020 to EUR 3,810 thousand in the three months ended 31 

March 2021, as the result of a decrease in cash outflows for purchases of non-current assets from EUR 6,608 

thousand in the three months ended 31 March 2020 to EUR 3,804 thousand in the three months ended 31 

March 2021, which was primarily due to the launch of the International Oncology Centre in Moscow in 2020. 
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Year ended 31 December 2020 compared to the year ended 31 December 2019 

The Group’s net cash flows used in investing activities decreased by EUR 22,966 thousand, or 38.8%, from 

EUR 59,145 thousand in the year ended 31 December 2019 to EUR 36,179 thousand in the year ended 

31 December 2020, principally due to a decrease in cash outflows for purchases of non-current assets from 

EUR 57,563 thousand in the year ended 31 December 2019 to EUR 36,539 thousand in the year ended 

31 December 2020, which was primarily due to a decrease in capital expenditures related to the International 

Oncology Centre in Moscow in 2020 compared to 2019. 

Year ended 31 December 2019 compared to the year ended 31 December 2018 

The Group’s net cash used in investing activities increased by EUR 37,957 thousand, or 179.1%, from EUR 21,188 

thousand in the year ended 31 December 2018 to EUR 59,145 thousand in the year ended 31 December 2019, 

primarily as a result of an increase in cash outflows for purchases of non-current assets from EUR 23,964 thousand 

in the year ended 31 December 2018 to EUR 57,563 thousand in the year ended 31 December 2019, which was 

primarily due to an increase in capital expenditures related to the International Oncology Centre in Moscow in 2019 

compared to 2018. 

Net cash used in financing activities  

Three months ended 31 March 2021 compared to the three months ended 31 March 2020 

The Group’s net cash used in financing activities increased by EUR 2,880 thousand, or 91.6%, from EUR 3,143 

thousand in the three months ended 31 March 2020 to EUR 6,023 thousand in the three months ended 31 

March 2021, due to no cash from loans and borrowings in the three months ended 31 March 2021 compared to 

EUR 5,526 thousand in the three months ended 31 March 2020 as a result of several tranches of borrowings incurred 

in 2020 by the Group. This increase was offset by a decrease in cash used for repayments of loans and borrowings 

from EUR 7,914 thousand in the three months ended 31 March 2020 to EUR 5,387 thousand in the three months 

ended 31 March 2021, which was primarily due to repayment of the credit line from Raiffeisen Bank. 

Year ended 31 December 2020 compared to the year ended 31 December 2019 

The Group’s net cash used in financing activities increased by EUR 1,240 thousand, or 7.6%, from EUR 16,307 

thousand in the year ended 31 December 2019 to EUR 17,547 thousand in the year ended 31 December 2020, 

principally due to an increase in cash used for repayment of loans and borrowings from EUR 22,782 thousand in the 

year ended 31 December 2019 to EUR 48,022 thousand in the year ended 31 December 2020, which was primarily 

due to loan refinancing (from Raiffeisen Bank to Sberbank). This increase was offset by a decrease in cash from 

receipt of loans and borrowings from EUR 89,510 thousand in the year ended 31 December 2019 to 

EUR 33,085 thousand in the year ended 31 December 2020, which was primarily due to loan refinancing (from 

Raiffeisen Bank to Sberbank), as well as share premium distribution in 2019. 

Year ended 31 December 2019 compared to the year ended 31 December 2018 

The Group’s net cash used in financing activities decreased by EUR 17,580 thousand, or 51.9%, from EUR 33,887 

thousand in the year ended 31 December 2018 to EUR 16,307 thousand in the year ended 31 December 2019, due 

to an increase in cash from receipt of loans and borrowings from EUR 51,553 thousand in the year ended 

31 December 2018 to EUR 89,510 thousand in the year ended 31 December 2019, which was primarily due to 

borrowings related to share premium reduction. 

Capital expenditures 

The Group’s capital expenditures for the three months ended 31 March 2020 and 2021 and for the years ended 31 

December 2020, 2019 and 2018 were EUR 3,810 thousand, EUR 6,478 thousand, EUR 36,179 thousand, 

EUR 59,145 thousand and EUR 21,188 thousand, respectively, and were used to finance the expansion of its 

operations, reconstruction of the Group’s facilities and purchase of new equipment. See “—Key Factors Affecting 

Results of Operations—Capital Expenditure Programmes”. 

For details of the Group’s capital expenditure plans, see “Business—Facilities—Expansion Plans”. For details of 

the Group’s current contractually committed capital expenditure, see “—Commitments, Contingencies and 

Operating Risks”. 
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Indebtedness  

Loans and Borrowings 

 
Interest rate Maturity Date 

31 March 31 December 

 2021 2020 

 (%) 
 

(EUR in thousands) 

Current portion         

Sberbank ...................................................................  
EUROIBOR 3m 

+2.2%  21 October 2024 12,133 12,133 

Sberbank ...................................................................  

CBR key rate + 

1.9% 

25 September 

2023 8,551 8,822 

Sberbank ...................................................................  9.1% 

28 November 

2021 6,751 6,616 

Sberbank ...................................................................  6.38% 23 August 2023 4,500 2,205 
Raiffeisen Bank .........................................................  8.85% 14 March 2022 2,215 2,811 

Raiffeisen Bank .........................................................  8.7% 11 March 2021 - 2,132 

Other borrowers ....................................................... . 3% – 15% 31 December 2021 - 7 

Interest payable .........................................................    81 94 

   34,231 34,820 

Non-current portion     

Sberbank ...................................................................  

EUROIBOR 3m 

+2.2% 21 October 2024 67,867 67,867 

Sberbank ...................................................................  

CBR key rate + 

1.9% 

25 September 

2023 13,212 15,438 
Sberbank ...................................................................  6.38% 23 August 2023 11,046 13,032 

Raiffeisen Bank .........................................................   8.85% 14 March 2022 - 30 

    92,125 96,367 

Total .........................................................................    126,356 131,187 

 
 

Interest rate Maturity Date 

31 December 

 2020 2019 2018 

 (%)  (EUR in thousands) 

Current portion      

Sberbank ....................................................................  

EUROIBOR 3m 

+2.2% 21 October 2024 12,133 - - 

Sberbank ....................................................................  6.25 25 September 2023 8,822 14,422 2,517 
Sberbank ....................................................................  9.1 28 November 2021 6,616 - - 

Sberbank ....................................................................  6.16 23 August 2023 2,205 - - 

Raiffeisen Bank ..........................................................  8.85 14 March 2022 2,811 3,263 2,279 
Raiffeisen Bank ..........................................................  8.7 11 March 2021 2,132 11,153 9,732 

Raiffeisen Bank ..........................................................  6.05 31 March 2023 - 11,684 - 

Raiffeisen Bank ..........................................................  8.7 30 May 2019 - - 6,232 
Other borrowers .........................................................  3-15 31 December 2020 7 17 - 

Interest payable ..........................................................    94 205 304 

   34,820 40,744 21,064 

Non-current portion      

Sberbank ....................................................................  

EUROIBOR 

3m+2.2 21 October 2024 67,867 80,000 - 
Sberbank ....................................................................  6.25 25 September 2023 15,438 28,843 37,755 

Sberbank ....................................................................  6.16 23 August 2023 13,032 - - 

Sberbank ....................................................................  9.1 28 November 2021 - 8,653 7,551 
Raiffeisen Bank ..........................................................  8.7 11 March 2021 - 2,788 12,165 

Raiffeisen Bank ..........................................................  8.85 14 March 2022 30 3,715 6,089 

   96,367 123,999 63,560 

Total ..........................................................................    131,187 164,743 84,624 

As at 31 March 2021, the Group’s weighted average interest rate on the Rouble-denominated loans was 6.46% 

compared to 8.44% as at 31 December 2020. This decrease in interest cost was primarily due to a decrease in the 

Group’s leverage and favourable Rouble interest rate environment. 

In 2019, the Group entered into a long-term facility agreement provided by Sberbank in the amount of EUR 80,000 

thousand. The purpose of the loan is financing current activities of the Company including share premium reduction. 

The loan was drawn down in full at a floating interest rate which was 1.7% for the year ended 31 December 2020 

compared to 1.8% for the year ended 31 December 2019.  

Other loans and borrowings, as well as the long-term interest on these loans, are denominated in Roubles. 

All loans are guaranteed by certain subsidiaries of the Group. 
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As at 31 December 2020 and 2019, the Group’s bank loans were subject to restrictive covenants, including but not 

limited to restrictions as to the Group’s debt to earnings before interest, income taxes, depreciation and amortisation 

ratio, debt-to-equity ratio, amount of net profit, etc.  

As at 31 March 2021, 31 December 2020, 2019 and 2018, the Group was in compliance with all of its covenants.  

According to the Group’s assessment, as at 31 March 2021, 31 December 2020, 2019 and 2018, the carrying value 

of loans and borrowings approximated their fair value due to the fact that the interest rates on these financial 

instruments approximated the current market rates for similar instruments. 

Lease Liabilities 

  Minimum lease payments 

Present value of  

minimum lease payments 

  31 December  31 December 

 2020 2019 2018 2020 2019 2018 

   (EUR in thousands)  

            

Not later than three months ...................................... 1,239 1,388 1,435 1,217 1,364 1,405 
Later than three months and not later than one year . 4,196 3,718 4,193 3,865 3,443 3,848 

Later than one year and not later than five years ...... 19,083 17,689 15,829 13,715 13,077 11,547 

Later than five years ................................................. 25,075 35,671 34,228 8,093 11,198 10,595 

 49,593 58,466 55,685 26,890 29,082 27,395 

Less: future finance charges ..................................... (22,703) (29,384) (28,290) - - - 

Present value of minimum lease payments ............... 26,890 29,082 27,395 26,890 29,082 27,395 

        

Included in the consolidated financial statements as:       

Current liabilities ......................................................     5,082 4,807 5,253 

Non-current liabilities ..............................................     21,808 24,275 22,142 

      26,890 29,082 27,395 

The net carrying value of right-of-use assets is drawn below. 

 Year ended 31 December 

 2020 2019 2018 

 (EUR in thousands) 

     

Buildings .................................................................  22,892 28,016 26,373 

Medical and other equipment ..................................  2,663 - - 

Total .......................................................................  25,555 28,016 26,373 

The table below sets out amount outstanding under the Group’s finance lease agreements. 

 

Currency 

Maturity  

Date 

As at  

31 March As at 31 December 

 2021 2020 2020 2019 2018 

   (EUR in millions) 

EMC Trifonovskaya Hospital .................................. RUB 20.10.2035 5.2 5.6 5.2 7.1 6.4 

Zhukovka Rehabilitation Centre ............................... RUB 31.05.2038 10.8 11.3 10.6 14.0 12.3 

Zhukovka Rehabilitation Centre ............................... EUR 07.10.2023 0.6 0.8 0.7 0.9 1.1 

Family Medical Centre at Solntsevo ........................ RUB 30.09.2024 3.5 4.5 3.7 0.1 1.3 

EMC Maternity Hospital .......................................... RUB 31.12.2025 2.5 3.0 2.6 3.9 3.9 

Spiridonievsky ......................................................... RUB 30.04.2023 0.7 0.8 0.6 1.1 1.1 

International Oncology Centre in Kolomna .............. RUB 06.05.2030 0.6 - 0.6 - - 

Capital medical equipment ....................................... RUB 31.12.2025 4.2 - 2.7 - - 

Oktyabrskaya Head Office ....................................... RUB 30.11.2020 - 0.5 - 0.7 - 

Oktyabrskaya Head Office ....................................... RUB 10.10.2021 - - - - 0.8 

Total financial leasing ............................................   28.1 26.5 26.7 27.8 26.9 

Dividends 

No dividends were announced and paid for 2020 and 2019. 

On 1 August 2018 the Board of Directors approved the payment of an interim dividend of EUR 1,527 thousand. 

On 3 December 2018 shareholders in general meeting declared the payment of a final dividend in the amount of 

U.S.$ 0.74 for each ordinary share of U.S.$ 66,600 thousand equivalent to EUR 58,498 thousand. 

On 26 June 2019, the shareholders of the Company resolved to reduce share premium from EUR 156,794 thousand 

to EUR 72,070 thousand, or by EUR 84,724 thousand. The reduction was approved by the Cyprus court on 

25 July 2019. Subsequently, EUR 79,806 thousand were paid to all the shareholders of the Company, pro rata and 
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in such amounts as per each shareholder’s percentage holding in the Company; and EUR 4,918 thousand were 

waived by the shareholders. 

Commitments, Contingencies and Operating Risks 

Capital commitments  

As at 31 March 2021, the Group entered into capital construction contracts, contracts for purchase of plant and 

equipment from unrelated parties for a total of EUR 2,078 thousand (compared to EUR 6,333 thousand and EUR 

12,202 thousand as at 31 December 2020 and 2019, respectively) in relation to fulfilment of the Concession 

Agreement and modernisation of property, plant and equipment in the current medical centre.  

Insurance  

The Group’s level of insurance is in line with the scope and nature of its operations. Management regularly estimates 

the need to insure the risks of the Group.  

Litigation 

During the period under review, the Group participated (both as plaintiff and defendant) in a number of legal 

proceedings that arose in the ordinary course of its business. In the opinion of the Group’s management, there are 

no current legal proceedings or other claims outstanding, which could have a material effect on the result of 

operations or financial position of the Group, or which have not been accounted for or disclosed in separate lines of 

these consolidated financial statements.  

Taxation contingencies in the Russian Federation 

Laws and regulations affecting business in the Russian Federation continue to change rapidly. Management’s 

interpretation of such legislation as applied to the activity of the Group may be challenged by the relevant regional 

and federal authorities. While management believes that it has adequately provided for tax liabilities based on its 

interpretation of current and previous legislation, the risk remains that tax authorities in the Russian Federation could 

take different positions with regard to interpretive issues. This uncertainty may expose the Group to additional 

taxation, fines and penalties that could be significant. See Note 28 to the 2020 Annual Financial Statements. 

Critical Accounting Judgments and Key Sources of Estimation Uncertainty 

In the application of the Group’s accounting policies, management is required to make judgements, estimates and 

assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. 

The estimates and associated assumptions are based on historical experience and other factors that are considered to 

be relevant. Actual results may differ from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 

recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of 

the revision and future periods if the revision affects both current and future periods. 

Concessions 

The Group participates in a Concession Agreement. Under this agreement, the Group obtains a right to render 

medical services in a state-owned hospital in the process of being reconstructed by the Group. Only a portion of 

future medical services will be subject to regulated price regime, so judgement was required to determine whether 

the agreement was within the scope of IFRIC 12 Service Concession Arrangements. Management determined 

the regulated portion to be substantial, thus applying the IFRIC 12 guidance and recording the prepayments under 

this agreement as intangible assets. The Group recognises revenue from construction services, using the 

“percentage-of-completion method” (namely, the input method which results in revenue being recognised based on 

costs incurred). The use of this method requires the Group to estimate the proportional revenue and cost. The Group 

applies input method because it believes that there is a direct relationship between the Group’s inputs and the transfer 

of control of goods or services to a customer. If the circumstances arise that may change the original estimates of 

revenues, costs, or extent of progress toward completion, estimates are revised. These revisions may result in 

increases or decreases in estimated revenues or costs and are reflected in profit or loss in the period in which 

the circumstances that give rise to the revision become known by management. For the year ended 31 December 

2020, the Group recognised revenue from the application of the “percentage-of-completion method” of EUR 17,699 

thousand compared to EUR 25,458 thousand for the year ended 31 December 2019. 

Assessment of lease term  

For the purposes of measuring the lease liabilities, the Group determines the lease term as the non-cancellable period 

of a lease, together with periods covered by an option to extend the lease if the Group is reasonably certain to 

exercise that option, and periods covered by an option to terminate the lease if the Group is reasonably certain not 
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to exercise that option. In assessing whether the Group is reasonably certain to exercise an option to extend a lease, 

or not to exercise an option to terminate a lease, management considers all relevant facts and circumstances that 

create an economic incentive for the Group to do so, such as the significance and the remaining useful life of 

leasehold improvements, Group’s strategic plans and the past experience in similar circumstances. 

Impairment of goodwill 

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating units to 

which goodwill has been allocated. The value in use calculation requires the entity to estimate the future cash flows 

expected to arise from the cash-generating unit and a suitable discount rate in order to calculate present value.  

Disclosures about Market Risk 

The Group is exposed to the following risks: 

• credit risk; 

• liquidity risk; 

• foreign currency risk; and 

• interest rate risk. 

The Group’s board of directors has the overall responsibility for the establishment and oversight of the Group’s risk 

management framework. The Group’s risk management policies are established to identify and analyse the risks 

faced by the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk 

management policies and systems are reviewed regularly to reflect changes in market conditions and the Group’s 

activities. The Group does not apply hedge accounting in order to manage volatility in profit or loss resulting from 

market risks. 

Credit Risk 

Credit risk is the risk that a customer may default or not meet its obligations to the Group on a timely basis, leading 

to financial losses to the Group. Management has a credit policy in place and the exposure to credit risk is monitored 

on an ongoing basis. 

The Group mitigates credit risk by working with the majority of its customers on prepayment terms. Trade 

receivables consist of a large number of customers including health insurance companies and other legal entities. 

The Group continuously performs credit evaluation of the financial condition of accounts receivable and, where 

appropriate, allowance for doubtful debts is created. 

Credit risk related to other financial assets of the Group, which comprise cash and cash equivalents and other 

receivables, arises from counterparty defaults, with maximum exposure equal to the carrying value of these 

instruments. The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings 

assigned by international credit-rating agencies. 

The carrying amount of financial assets represents the Group’s maximum credit risk exposure. The following table 

sets forth the Group’s maximum credit risk exposure per financial asset and the Group’s total maximum credit risk 

exposure as at 31 March 2021 and 31 December 2020, 2019 and 2018. 

The Group has policies and procedures designed to manage the Group’s credit risk exposure with respect to accounts 

receivable due from suppliers, which principally consist of bonuses and service charges payable by suppliers. The 

main elements of these risk management framework are: 

The credit period for the Group’s customers is 15-60 days. No interest is charged on the outstanding balances. The 

Group has provided for trade and other accounts receivable on an individual customer basis, determined by reference 

to past experience which are regularly reassessed based on the facts and circumstances existing as at each reporting 

date. 

 

Three months 

ended  

31 March 

Year ended  

31 December 

 2021 2020 2019 2018 

  (EUR in thousands) 

     

Trade receivables ............................................................... 45,381 35,947 15,491 5,649 

Other receivables ................................................................ 365 365 640 - 

Less: allowance for expected credit losses ......................... (483) (496) (563) (140) 

Total financial receivables ............................................... 45,263 35,816 15,568 5,509 
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The following table sets forth the movement in allowance for expected credit losses as at 31 March 2021 and 2020 

and 31 December 2020, 2019 and 2018: 

The share of five largest customers of the Group in the balance of accounts receivable as at 31 March 2021 was 68% 

compared to 62%, 49% and 44% as at 31 December 2020, 2019 and 2018, respectively, with the share of each one 

in total sales not exceeding 29% (15%, 17% and 15% as at 31 December 2020, 2019 and 2018). 

The following tables set forth a summary of accounts receivable from the Group’s major counterparties as at the 

respective statement of financial position date: 

    31 December 2020 

  Location and customer Outstanding balance 

   (EUR in thousands) 

MGFOMS ......................................................................  Moscow, Russia 9,075 

Sogaz-med .....................................................................  Moscow, Russia 6,807 

MAKS-M .......................................................................  Moscow, Russia 4,116 
RESO-Med SMK ...........................................................  Moscow, Russia 2,350 

AP Companies Global Solutions LTD ...........................  Nicosia, Cyprus 2,204 

Total ..............................................................................   
24,552 

 
    31 December 2019 

  Location and customer Outstanding balance 

   (EUR in thousands) 

VTB Medicinskoe strahovanie .......................................  Moscow, Russia 2,662 
AP Companies Global Solutions LTD ...........................  Limassol, Cyprus 1,456 

Strahovaya gruppa Spasskie vorota ................................  Moscow, Russia 1,238 

MGFOMS ......................................................................  Moscow, Russia 1,209 

JC Strahovoe obchestvo gazovoy promishlennosty ........  Moscow, Russia 1,035 

Total ..............................................................................   
7,600 

 
    31 December 2018 

  Location and customer Outstanding balance 

    (EUR in thousands) 

AP Companies Global Solutions LTD ...........................  Limassol, Cyprus 837 

JSC Sogaz ......................................................................  Moscow, Russia 711 
ALLIANZ ......................................................................  Dublin, Ireland 413 

Allianz-Zhizn .................................................................  Moscow, Russia 303 

Alfa Strahovanie ............................................................  Moscow, Russia 247 

Total ..............................................................................   
2,511 

Liquidity Risk  

Liquidity risk is the risk that the Group will not be able to settle all liabilities as they fall due. The Group’s liquidity 

position is carefully monitored and managed by the treasury function. The Group has established budgeting and cash 

flow planning procedures to ensure it has adequate cash available to meet its payment obligations as they fall due. 

The following tables detail the Group’s remaining contractual maturity for its financial liabilities with agreed 

repayment periods. The tables have been drawn up based on the undiscounted cash flows of financial liabilities 

based on the earliest date on which the Group can be required to pay. The tables include both interest and principal 

cash flows. To the extent that interest flows are floating rate, the undiscounted amount is derived from interest rate 

curves at the reporting period. The contractual maturity is based on the earliest date on which the Group may be 

required to pay. 

  Less than 

3 months 

3 months- 

1 year 1-5 years Over 5 years Total 

 (EUR in thousands) 

31 December 2020      
Trade and other payables ................................................  10,514 5,268 12,343 - 28,125 

 

Three months 

ended  

31 March 

Year ended  

31 December 

 2021 2020 2019 2018 

  (EUR in thousands) 

     

Balance at the beginning of the period........................  496 563 216 812 

Movement in allowance for the period ...........................  (22) 87 348 (189) 

Effect of translation to presentation currency .................  9 (154) (1) (407) 

Balance at the end of the period ..................................  483 496 563 216 
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  Less than 

3 months 

3 months- 

1 year 1-5 years Over 5 years Total 

 (EUR in thousands) 

Loans and borrowings ....................................................  6,247 32,936 100,980 - 140,163 

Lease liabilities ..............................................................  1,239 4,196 19,083 25,075 49,593 

Total ..............................................................................  18,000 42,400 132,406 25,075 221,303 

      

31 December 2019      
Trade and other payables ................................................  12,253 4,569 18,091 - 34,913 

Loans and borrowings ....................................................  10,563 35,920 135,736 - 182,219 

Lease liabilities ..............................................................  1,388 3,718 17,689 35,671 58,466 

Total ..............................................................................  24,204 44,207 171,516 35,671 275,598 

       

31 December 2018          

Trade and other payables ................................................  8,252 1,918 7,505 - 17,675 
Loans and borrowings ....................................................  6,863 20,768 73,248 - 100,879 

Lease liabilities ..............................................................  1,435 4,193 15,829 34,228 55,685 

Total ..............................................................................  
16,550 26,879 96,582 34,228 174,239 

Foreign Currency Risk  

Foreign currency risk is the risk that the financial results of the Group will be adversely impacted by changes in 

exchange rates to which the Group is exposed. The Group undertakes certain transactions denominated in foreign 

currencies. The Group does not have or use any formal arrangements (i.e. derivatives) to manage foreign currency 

risk exposure. The management of the Group aims to mitigate such risk by maintaining monetary assets and 

liabilities in foreign currency at broadly the same level, however this is not always possible due to external 

circumstances. A part of cash and cash equivalents, short-term bank deposits, borrowings, receivable and payable 

balances, are denominated in currencies other than RUB. 

The carrying amount of the Group’s foreign currency denominated monetary assets and liabilities as at the date 

indicated are as follows: 

 USD EUR 

 As at 31 December As at 31 December 

 2020 2019 2018 2020 2019 2018 

 (U.S.$ in thousands) (EUR in thousands) 

Assets  
Cash and cash equivalents ..............................................  5,490 1,686 4,878 7,692 736 1,781 

Derivative instruments FVTPL  .....................................  265 -  679 6,170 - - 

Trade and other receivables ............................................  - 571 6 5,239 4,905 2,750 

Total assets ....................................................................  5,755 2,257 5,563 19,101 5,641 4,531 

Liabilities  

Loans and borrowings ....................................................  - - - (80,022) (80,024) - 

Lease liabilities - - - (675) (887) (1,085) 

Derivative instruments FVTPL  .....................................  (36) (2,424)   (115) - - 
Trade and other payables ................................................  (15,194) (20,989) (9,006) (410) (6,917) (1,089) 

Trade and other payables ............................................  (15,230) (23,413) (9,006) (81,222) (87,828) (2,174) 

Total net position ..........................................................  (9,475) (21,156) (3,443) (62,121) (82,187) 2,357 

The table below details the Group’s sensitivity to reasonably possible changes of RUB against foreign currency by 

20%, all other variables being held constant. The analysis was applied to monetary items at the reporting dates 

denominated in respective currencies. 

The 20% sensitivity rate is used when reporting foreign currency risk internally to key management personnel and 

represents management’s assessment of the reasonably possible change in foreign exchange rates. 
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The effect on the net profit based on the nominal asset values as at 31 December 2020, 2019 and 2018 is as follows: 

  2020  2019 

  

RUB/USD 

USD 

-20% 

RUB/USD 

USD 

20% 

RUB/USD 

USD 

-20% 

RUB/USD 

USD 

20% 

Profit/(loss) and increase/(decrease) of equity ................   (1,867) 1,903 4,211 (4,211) 

 
  2020 2019 

  

RUB/EUR 

-20% 

RUB/EUR 

20% 

RUB/EUR 

-20% 

RUB/EUR 

20% 

Profit/(loss) and increase/(decrease) of equity ................  (700) 7,366 16,466 (16,466) 

 
  2019 2018 

  

RUB/USD 

-20% 

RUB/USD 

20% 

RUB/USD 

-20% 

RUB/USD 

20% 

Profit/(loss) and increase/(decrease) of equity ................  4,211 (4,211) 689 (689) 

 
  2019 2018 

  

RUB/EUR 

-20% 

RUB/EUR 

20% 

RUB/EUR 

-20% 

RUB/EUR 

20% 

Profit/(loss) and increase/(decrease) of equity ................  16,466 (16,466) (471) 471 

Interest Rate Risk 

The Group is exposed to interest rate risk because entities in the Group borrow funds at both fixed and variable 

interest rates. The Group manages credit risk by maintaining an appropriate mix between fixed and variable rate 

borrowings. 

The interest rate sensitivity analysis below has been performed for financial instruments as at the reporting date. For 

floating rate liabilities, the analysis is prepared assuming the amount of the liability outstanding at the end of the 

reporting period was outstanding for the whole year. A 100 basis point increase or decrease assumption is used when 

reporting interest rate risk internally to the Group’s key management personnel, which is in line with management’s 

assessment of the reasonably possible change in interest rates.  

If interest rates had been 100 basis points higher/lower, other variables being constant, The Group’s 2020 profit 

would decrease (increase) by EUR 728 thousand compared to EUR 817 thousand in 2019 and EUR 558 thousand 

in 2018. This is mainly attributable to the Group’s interest rate exposure with respect to the variable rate borrowings. 
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INDUSTRY OVERVIEW 

The following information has been derived from NEO Center Report prepared at the Group’s request by NEO 

Center, an independent consultant in the healthcare industry, and constitutes a detailed analysis of drivers and 

restraints for growth, pricing, supply and demand for healthcare services in Russia. For more information 

concerning this report, its sources and limitations, see “Presentation of Financial and Other Information-NEO 

Center Report”. 

Overview  

The Group operates in the rapidly growing Russian private healthcare services market, which is characterised by the 

following market drivers and restraints: 

Market drivers 

• Ageing demographics. Russia is following the pattern of developed countries with growing ageing population. 

The percentage of population aged over 60 years is expected to increase from 22.4% in 2020 to 25.4% in 2030 

and further to 26.6% in 2035. Increasing life expectancy will create greater demand for quality healthcare 

services, due in particular to increased incidences of chronic diseases. 

• Unsatisfactory level of public healthcare. Overall, only 37% of the Russians are satisfied with the availability 

of quality healthcare (only higher than in Ukraine among former USSR states). The major drawbacks of public 

healthcare system as evidenced by a 2019 poll include long waiting lists, unavailability of all necessary services 

in one place, additional out-of-pocket costs incurred by patients, unavailability of a required specialist. 

• Expansion of private players. The private players are looking to expand the services offerings, mainly in the 

unpenetrated inpatient segment as well as grow the regional presence (beyond the Moscow Area and St. 

Petersburg). Some of the companies are launching franchise to scale their business model in the Russian 

regions. 

• Growth of oncology services market. The oncology treatment is top priority for the healthcare authorities. The 

government increases investment in the installed base of high-tech equipment (such as linear accelerators, PET-

scanners) and is aiming to allocate RUB 1 trillion in the next 6 years to decrease the mortality rates from 

neoplasms. The largest private players are also driving the market with launch of new radiation therapy and 

PET/CT facilities. 

• Healthcare digitisation. While the pandemic accelerated the process for increasing adoption of telemedicine, 

the digitisation of healthcare has been on the government agenda long before. Doctor appointments via mobile 

apps or online portals became a new norm, especially in the Moscow Area. Future state healthcare digital 

infrastructure will likely lead to seamless healthcare facility-doctor-patient communication with many 

processes (appointments, reminders, recommendations) carried out completely online. 

• Development of PPP schemes in healthcare. More than 150 PPP projects in health care are being realised in 

Russia, approximately 100 are already in the operational stage. The cumulative PPP investment reached over 

RUB 150 billion (approximately 70% provided by private investment). VMP represents one the most attractive 

segment for PPP investment. 

• Development of medical tourism. Russia could potentially serve between 500,000 and 1 million medical 

tourists annually. The dedicated state program aimed to serve 1.2 million medical tourists annually by 2024 

with U.S.$ 1 billion in revenues. More than 70 Russian regions are planning to develop the medical tourism. 

• COVID-19 pandemic. The pandemic had an immediate short-term negative effect on the patient flows and 

revenues during a lockdown in the second quarter of 2020. In the third and fourth quarters of 2020 the demand 

rebounded and many notable industry players finished the year with the greater revenue compared to 2019. 

The pandemic could reinforce the trend of growing population health awareness which would result in higher 

number of visits per capita and a growing average check. 

Market Restraints 

• Decreasing country population. The Russian population has decreased by 577.6 thousand in 2020. In the next 

10 years Russia will see a further decline of population due to a decrease in the number of women of 

childbearing age and cultural shifts (e.g. starting a family at a later age). This will negatively impact the patient 

base and the maternity services segment in particular. 

• Regional disparity in economic development and population incomes. The Moscow Area is the major centre 

of economic activity in Russia and home to approximately 20 million people with higher incomes than average 
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in Russia. Significantly lower incomes and insufficient healthcare budgets present a major restraint on the 

expansion of the healthcare services markets in regions beyond the Moscow Area. 

• Unfavourable external environment. Economic sanctions, unstable oil markets and currency depreciation 

impact the investment climate and lead to constantly growing prices due to high dependence on foreign made 

equipment and pharmaceuticals. 

• Lack of technology and skills. A lack of healthcare professionals in many specialties, the low profile of local 

medical science on the international stage and an ageing population of leading doctors in federal facilities may 

lead to a significant workforce shortage in the mid-term. Given the complicated international context, it will 

be increasingly difficult to attract foreign specialists. 

Set out below is a discussion of the key factors that have had and are expected to affect the performance of the 

Russian healthcare services market.  

Macroeconomic environment 

Russia is the 11th largest economy in the world in terms of GDP followed by Australia, Brazil and Spain. In terms 

of Purchasing Power Parity (PPP) GDP Russia ranks 6th and is only behind China, the U.S., India, Japan and 

Germany. In terms of GDP per capita (U.S.$ PPP), Russia is slightly behind Turkey and Poland and above emerging 

economies such as Malaysia, Thailand and South Africa. 

 2015 2016 2017 2018 2019 2020E 2021F 2022F 2023F 

          
Real GDP growth ..................  (2.0%) 0.2% 1.8% 2.8% 2.0% (3.1%) 3.8% 3.8% 2.1% 

Nominal GDP per capita (in 

RUB thousand) ......................   567 583 625 708 744 726 865 914 965 
Consumer price index (CPI) ..  15.5% 7.0% 3.7% 2.9% 4.5% 3.4% 4.5% 3.4% 3.8% 

Real disposable income 

growth ...................................  (2.4%) (4.5%) (0.5%) 0.1% 1.0% (3.5%) 2.2% 2.3% 2.3% 
 _____________________  

Source: Rosstat, Ministry of Economic Development, IMF 

Total monthly household expenditure in Russia grew at a CAGR of 5.5% from 2014 to 2019. Healthcare was the 

fastest growing expenditure area with CAGR of 6.8% from 2014 to 2019, followed by food and beverages. 

The following tables set forth information on average monthly household expenditure per capita in Russia for the 

periods indicated. 

 2014 2015 2016 2017 2018 2019 

CAGR 

2014-2019 

 (RUB) 

Food and beverages ................ 4,619 5,233 5,705 5,733 5,776 6,214 6.1% 

Transportation ........................ 2,596 2,133 2,129 2,685 2,893 3,103 3.6% 

Clothing and footwear ............ 1,298 1,351 1,480 1,472 1,385 1,564 3.8% 
Household goods .................... 921 813 948 901 935 1,018 2.0% 

Healthcare ............................. 528 537 582 641 652 736 6.8% 

Total expenditures ................ 15,094 15,347 16,633 17,320 18,031 19,749 5.5% 

 _____________________  

Source: Rosstat, NEO Center Report 

 2014 2015 2016 2017 2018 2019 

(% of total expenditures) 

       
Food and beverages ................  30.3% 34.1% 34.3% 33.1% 32.0% 31.5% 

Transportation ........................  17.2% 13.9% 12.8% 15.5% 16.0% 15.7% 

Clothing and footwear ............  8.6% 8.8% 8.9% 8.5% 7.7% 7.9% 
Household goods ....................  6.1% 5.3% 5.7% 5.2% 5.2% 5.2% 

Healthcare .............................  3.5% 3.5% 3.5% 3.7% 3.6% 3.7% 

Total expenditures ................  100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

 _____________________  

Source: Rosstat, NEO Center Report 

Currently, the Group’s business is mostly focused on the Moscow Area, which is the economic and financial centre 

of Russia and the most economically developed, wealthiest and most populous area in Russia. The Moscow Area 

gross regional product in 2020 accounted for more than a quarter of Russia’s GDP, according to Rosstat. The 

Moscow Area had a population of approximately 20.4 million in 2020, approximately 14% of Russia’s total 

population. The average monthly salary in Moscow in January-December 2020 was RUB 100,300, approximately 

twice the Russian average, as estimated by Rosstat. The Moscow Area also has the highest concentration of affluent 

inhabitants as compared to other Russian regions.  
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Demography overview  

Russia is the largest country in Europe by population with 146.2 million people as of January 2021. In 2015-2020, 

Russia’s demographics was impacted by declining birth rates and as a result the country experienced natural 

population decrease starting since 2017. According to Rosstat, the total population went down by approximately 

577.6 thousand in the beginning of 2021 as compared to 2020. 

The Moscow Area is the country’s major economic, financial and political hub, and it demonstrates higher than 

country average population growth. Population of the Moscow Area increased by 1 million people in 2015-2020 

and reached 20.4 million in 2020, accounting for 14% of the total Russian population in 2020. According to NEO 

Center, the population of the Moscow Area is expected to increase by 4.4% by 2030, reaching 21.3 million. 

Russia has a rapidly ageing population with the percentage of the population aged over 60 expected to increase from 

22.4% in 2020 to 25.4% in 2030, according to NEO Center. Over the last six years, life expectancy at birth in Russia 

increased slightly from 71.4 years in 2015 to 73.3 years in 2019, and is forecasted to reach 77.5 years by 2030.  

The following table sets forth information on total population, share of aged population and life expectancy in Russia 

and the Moscow Area in 2015, 2020, 2025 and 2030. 

 Year ended 31 December 

 2015 2020 2025F 2030F 

Total population     

Russia (in millions) .................................................  146.3 146.7 145.9 144.3 

Moscow Area (in millions) .....................................  19.4 20.4 21.0 21.3 
Share of population aged over 60 years(1) ................  19.9% 22.4% 24.6% 25.4% 

Life expectancy (in years)(1) ....................................  71.4 71.5 75.8 77.5 

 _____________________  

Source: Rosstat, NEO Center Report 

Note: 

(1) In Russia. 

Over the last decade, the Russian government has been incentivising birth rates through introduction of the certain 

stimulus programs. The recent initiatives include:  

• Maternity capital program. In 2020, the government extended the maternity capital program (first launched in 

2007) for another 6 years until the end of 2026. The program offers a financial incentive - a certificate of 

approximately RUB 483,800 (approximately U.S.$6,300) for the first child and additional RUB 155,500 

(approximately U.S.$2,030) for second or third child. This sum can be used as a mortgage down payment, to 

improve living conditions or to cover a child’s education expenses.  

• Mortgage subsidies for families with two or three children. This program was launched in 2018 and provides 

state subsidies for mortgages. As a result, interest rate cannot exceed 6%. The initiative is expected to impact 

500,000 families over the next 5 years.  

• Monthly payments for the first child. Launched in 2018, this program introduced monthly payments for families 

with a first child of up to 18 months old and income below a certain threshold (which varies by region). In 

2020, the minimum payment in Russia is approximately RUB 6,752, while the maximum payment - 

approximately RUB 29,600. 

The following table sets forth information on birth and death rates in Russia and the Moscow Area in 2015-2020. 

 2015 2016 2017 2018 2019 2020 

Number of births       
Russia ......................................................................  1,944.1 1,893.3 1,689.9 1,604.6 1,484.5 1,435.8 

Per 1,000 people ......................................................  13.3 12.9 11.5 10.9 10.1 9.8 

Moscow Area ..........................................................  237.1 242.1 222.8 215.9 210.1 202.6 
Per 1,000 people ......................................................  12.2 12.3 11.2 10.8 10.4 9.9 

Number of deaths       

Russia ......................................................................  1,911.4 1,887.9 1,824.3 1,827.8 1,800.7 2,124.5 

Per 1,000 people ......................................................  13.1 12.9 12.4 12.4 12.3 14.5 

Moscow Area ..........................................................  216.3 219.2 210.7 214.0 212.6 261.1 

Per 1,000 people ......................................................  11.1 11.2 10.6 10.7 10.5 12.8 
 

Source: Rosstat, NEO Center Report 

Average crude birth rate per 1,000 people in Russia of 11.7 in 2015-2020 is higher as compared to developed 

countries such as Germany, UK and South Korea and some of the emerging countries such as Poland, UAE and 

Thailand, but lags behind other emerging markets: South Africa, Malaysia, Turkey, Brazil and Georgia.  
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The following table sets forth information on the average crude birth rate and average crude death rate per 1,000 

people and average life expectancy in Russia as compared to other countries in 2015-2020. 

 Average in 2015-2020 

 Crude birth rate Crude death rate Life expectancy 

 (per 1,000 people) (years) 

South Africa ............................................................  20.7 9.5 64 

Israel .......................................................................  20.4 5.3 83 
Malaysia ..................................................................  16.8 5.1 76 

Turkey .....................................................................  16.2 5.4 77 

Brazil.......................................................................  14.1 6.4 76 
Georgia ...................................................................  13.6 12.8 74 

Russia ......................................................................  11.7 12.6 72 

UK ..........................................................................  11.5 9.4 81 
Thailand ..................................................................  10.5 7.6 77 

UAE ........................................................................  10.4 1.5 78 

Poland .....................................................................  9.9 10.1 78 
Germany..................................................................  9.4 11.2 81 

South Korea ............................................................  7.4 5.9 83 

 _____________________  

Source: Rosstat; United Nations, Department of Economic and Social Affairs, Population Division (2020). World Population Prospects 2020; 
NEO Center Report 

Note  

(1) All figures are rounded. 

Healthcare system overview 

Following the dissolution of the Soviet Union in 1991, Russia inherited a vast but largely inefficient public 

healthcare system. Since then the healthcare network has contracted significantly as a result of government policies 

aiming to optimise the hospital network, reduce the overabundant number of beds and increase salaries of healthcare 

professionals. The number of public hospitals and beds in public hospitals in Russia fell by 9.4% and 6.1%, 

respectively, in 2015-2019.  

The following table sets forth information on the number of hospitals and hospital beds in Russia and the Moscow 

Area in 2014-2019.  

 Year ended 31 December 2015 – 

2019 

Change 
 

2015 2016 2017 2018 2019 

Hospitals       

Russia ................................................................. 5,433 5,357 5,293 5,257 5,130 (5.6%) 

Public hospitals .............................................. 5,188 5,010 4,922 4,840 4,699 (9.4%) 

Non-state hospitals 245 347 371 417 431 75,9% 

Moscow Area 351 336 337 329 304 (13.4%) 
Including public hospitals............................... 305 310 301 292 270 (11.5%) 

Hospital beds       

Russia (in thousands) .......................................... 1,222 1,197 1,183 1,173 1,174 (4.0%) 
Beds in public hospitals (in thousands) .......... 1,097 1,074 1,055 1,045 1,030 (6.1%) 

Beds in non-state hospitals (in thousands) ...... 125 123 128 128 143 14.8% 

Moscow Area (in thousands) .............................. 139 136 132 131 145 4.8% 
Including beds in public hospitals (in thousands) 125 122 119 117 116 (7.1%) 

 

Source: Rosstat, Ministry of Healthcare, NEO Center Report  

Despite the deterioration of the Russian healthcare system, it remains one of the largest healthcare systems in the 

world. Number of hospital beds per 1,000 people of 7.1 and number of physicians per 1,000 people of 4.9 in Russia 

are significantly higher than in developed and other emerging countries. This is due to the significant share of public 

healthcare, which remains largely inefficient. However, the current trend of increasing the share of private healthcare 

services providers in Russia is expected to result in the optimisation of healthcare infrastructure, lower number of 

beds and physicians and higher efficiency of the healthcare system. 

The following table sets forth information on the number of physicians and the number of inpatient beds available 

in Russia as compared to select countries.  

 Physicians Hospital Beds 

 (per 1,000 population) 

Georgia ...................................................................  8.6 4.8 

Russia .....................................................................  4.9 7.1 

Germany..................................................................  4.3 8.0 

Israel .......................................................................  3.2 3.0 

UK ..........................................................................  2.8 2.5 
Poland .....................................................................  2.4 6.5 
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 Physicians Hospital Beds 

 (per 1,000 population) 

UAE ........................................................................  2.4 1.4 

South Korea ............................................................  2.3 12.4 

Brazil.......................................................................  1.9 2.0 
Turkey .....................................................................  1.9 2.9 

Malaysia ..................................................................  1.5 1.9 

South Africa ............................................................  0.8 2.2 
Thailand ..................................................................  0.5 2.3 

 _____________________  

Source: OECD (data for UK – 2019; Israel, South Korea, Poland, Russia, Turkey – 2018; Germany – 2017; Israel - 2015). WHO (data for UAE, 

Malaysia - 2017); Fitch Solutions (data for Brazil, 2020), NCDC (data for Georgia, 2019), World Bank (data for Thailand – 2019), NEO Center 

Report. 

Healthcare services market structure, size and dynamics 

There are four main sources of funding for the healthcare system in Russia: 

• State funding: 

o Financing through MHI: MHI covers all citizens of Russia, providing financing for the majority of 

medical services with a few limitations, such as, for example, cosmetology, dental prosthetics, certain 

VMP. MHI accounted for 53% of total funding for the healthcare system in Russia in 2020.  

o Direct budgetary spending mainly from regional budgets. Due to insufficient financing from the MHI 

fund, direct budgetary spending remains a notable source of funding for medical services, particularly for 

VMP services that are not covered by MHI. Direct budgetary spending accounted for 24% of total funding 

for the healthcare system in Russia in 2020.  

• Self-paid services: direct payments made by individuals and companies to private and public healthcare 

services providers. Self-paid services accounted for 12% of total funding for the healthcare system in Russia 

in 2020. Penetration of self-paid services in the Moscow Area is higher as compared to the country average, 

accounting for 19% of total healthcare funding in the Moscow Area in 2020. 

• VHI: payments made by companies and individuals for private health insurance policies. VHI accounted for 

only 5% of total funding for the healthcare system in Russia in 2020. Similarly to self-paid services, penetration 

of self-paid services in the Moscow Area is higher as compared to the country average, accounting for 12% of 

total healthcare funding in the Moscow Area in 2020. 

• The grey market: undocumented direct payments to physicians, mostly in state hospitals and clinics. The grey 

market accounted for 6% of total funding for the healthcare system in Russia and 3% in the Moscow Area in 

2020.  

The following table sets forth information on the split of healthcare services market by source of funding in Russia 

and the Moscow Area in 2020. 

 Russia Moscow Area 

MHI and Budget......................................................  77% 66% 

Paid services............................................................  12% 19% 

Grey market ............................................................  6% 3% 
VHI .........................................................................  5% 12% 

Total .......................................................................  100% 100% 

 _____________________  

Source: NEO Center Report 

The Russian healthcare services market was valued at RUB 3.8 trillion in 2020. It grew with CAGR of 8.1% in 2015 

to 2020 largely as a result of rapidly growing penetration of self-paid services and increased state healthcare 

spending, mainly via MHI. The Moscow Area accounted for 21% of the Russian healthcare services market and was 

valued at RUB 804 billion in 2020. Healthcare market in the Moscow Area was growing with CAGR of 7.8% in 

2015-2020.  

According to NEO Center, the Russian healthcare services market is expected to grow with CAGR of 4.5% in 2020-

2025 and will reach RUB 4.8 trillion in 2025. Self-paid services segment is expected to be growing at CAGR in 

2020-2025 of 6.8%.  
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 2015 2016 2017 2018 2019 2020E 2021F 2022F 2023F 2024F 2025F 

CAGR 

2015-

2020E 

CAGR 

2020E-

2025F 

 (RUB billion) 

Russia              

MHI and 

Budget .........  1,932 1,951 2,033 2,461 2,767 2,961 3,234 3,374 3,497 3,609 3,710 8.9% 4.6% 

Grey market 165 177 191 202 207 215 210 206 203 198 194 5.5% 
(2.0%

) 

Self-paid  364 396 436 475 510 474 568 589 612 635 658 5.4% 6.8% 

VHI ..............  129 138 140 152 181 177 186 194 202 210 218 6.5% 4.3% 

Total ............  2,589 2,661 2,799 3,290 3,665 3,827 4,198 4,363 4,513 4,651 4,781 8.1% 4.5% 

Moscow Area              

MHI and 

Budget .........  342 365 390 442 508 529 574 614 649 684 718 9.1% 6.3% 

Grey market 21 22 22 22 22 22 22 21 21 20 20 1.3% 

(2.2%

) 

Self-paid  106 112 125 131 144 153 161 173 186 201 216 7.7% 7.1% 

VHI ..............  84 95 93 101 106 100 112 114 117 122 124 3.6% 4.4% 

Total ............  553 595 631 696 780 804 869 922 973 1,027 1,078 7.8% 6.0% 

  

Source: NEO Center Report 

Total Health Expenditure (“THE”) per capita in Russia increased from U.S.$ 95 in 2000 to U.S.$ 609 in 2018 as a 

result of a growing economy, an emerging middle class, as well as an establishment of the private healthcare 

segment. THE as a percentage of GDP reached 5.3% in 2018. In per capita terms, THE in Russia is higher that in 

many emerging economies, but there remains a significant upside as compared to developed economies.  

The following table sets forth information on THE per capita and as a percentage of GDP in Russia, as compared to 

select countries in 2018. 

 

Total Health 

Expenditure per 

capita, 2018 Total Health Expenditure, 2018 

 (U.S.$) (U.S.$ PPP) (% of GDP) 

    

Germany..................................................................  5,472 6,098 11.4% 

UK ..........................................................................  4,315 4,620 10.0% 
Israel .......................................................................  3,324 3,207 7.5% 

South Korea ............................................................  2,543 3,214 7.6% 

UAE ........................................................................  1,817 3,173 4.2% 

Poland .....................................................................  979 2,015 6.3% 

Brazil.......................................................................  848 1,531 9.5% 

Russia .....................................................................  609 1,488 5.3% 

South Africa ............................................................  526 1,129 8.3% 

Malaysia ..................................................................  427 1,194 3.8% 

Turkey .....................................................................  390 1,171 4.1% 
Georgia ...................................................................  313 796 7.1% 

Thailand ..................................................................  276 723 3.8% 

 _____________________  

Source: WHO, NEO Center estimates 

Premium healthcare services market 

The premium segment of the medical services market is, to a certain extent, defined by the profiles of the providers 

themselves; typically, these are hospitals and clinics that position themselves as “premium providers” and therefore 

charge higher than average prices for their services. Each provider may, however, have its own definition of 

“premium”. There may be a significant variation on a regional basis which reflects the considerable differences in 

population incomes across Russia. 

According to NEO Center, the target group for the premium healthcare services in Russia will grow with CAGR of 

3.4% in 2020-2025. The premium healthcare services market in Russia was valued at RUB 131.1 billion in 2020 

and will grow with CAGR of 13.3% in 2020-2025, according to NEO Center. The Moscow Area accounted for 71% 

of total premium healthcare services market in 2020.  

The following table sets forth information on the target group for the premium healthcare services and value of the 

premium healthcare services in Russia in 2015-2025.  
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 2015 2016 2017 2018 2019 2020E 2021F 2022F 2023F 2024F 2025F 

CAGR 

2015- 

2020E 

CAGR 

2020E- 

2025F 

Premium 

healthcare 

services target 

group (in 

thousands) .......  807.7 897.5 992.8 1,163.2 1,337.4 1,261.4 1,306.6 1,349.0 1,394.1 1,443.5 1,494.5 9.3% 3.4% 

Moscow Area 

(in thousands) ..  506.9 576.6 648.1 735.7 826.9 777.0 812.7 849.1 889.0 933.7 982.0 8.9% 4.8% 

Other Russian 
regions (in 

thousands) ........  300.8 320.9 344.8 427.5 510.5 484.4 494.0 499.8 505.2 509.8 512.6 10.0% 1.1% 

Premium 

healthcare 

services market 

(RUB billions) .  57.3 71.0 82.1 108.7 136.1 131.1 163.1 180.1 199.2 221.0 245.3 18.0% 13.3% 

Moscow Area 
(RUB billions) ..  41.5 53.7 62.6 80.1 97.9 92.9 116.3 129.7 144.8 162.4 182.4 17.5% 14.5% 

Other Russian 

regions (RUB 

billions) ............  15.8 17.3 19.6 28.6 38.2 38.3 46.7 50.5 54.4 58.6 62.9 19.3% 10.5% 

 _____________________  

Source: NEO Center Report 

Oncology services market  

Cancer, along with cardiovascular diseases, is one of the major causes of death in Russia and is a priority for the 

healthcare authorities. The government is planning to invest RUB 1 trillion in the next 6 years into oncology 

infrastructure and upgrade the installed base of high-technology equipment (such as linear accelerators). 

Investment in diagnostics capabilities (both state and private) have led to the increase in incidence rates of cancer 

which grew at 2.5% on average in 2015-2019. Currently, approximately 600-650 thousand patients in Russia are 

diagnosed each year with malignant neoplasms with the total oncology patient base to be estimated at 3.8 million 

people in 2020. The Moscow Area accounts for approximately 12% of all new cancer cases (as of 2019) with 

approximately 76.8 thousand diagnoses (48.6 thousand in Moscow and 28.2 thousand in the Moscow Region). In 

2020, the number of cases decreased, however this is attributed to COVID-19, hence in the long-term Russia is 

expected to have an increase of cancer incidence. 

The oncology services market was valued at RUB 372.6 billion in 2020 (approximately U.S.$ 5.2 billion) and is 

expected to expand at CAGR of 8.7% up to 2025. The drivers of the market growth include increasing state spending 

on oncology infrastructure and services coverage, growing patient base due to expanding diagnostics capabilities 

and ageing demographics. Oncology services are predominantly provided by public hospitals which account for 

over 90% of the total market in value terms. 

The following table sets forth information on the number of new cancer incidences and value of oncology services 

market in Russia in 2015-2025. 

 2015 2016 2017 2018 2019 2020E 2021F 2022F 2023F 2024F 2025F 

CAGR 

2015-

2020E 

CAGR 

2020E-

2025F 

Cancer 

incidence(1) (in 
thousands) .........  589.4 599.3 617.2 624.7 640.4 591.4 620.9 634.0 647.3 660.9 674.7 0.1% 2.7% 

Oncology 

services 

market(2) (RUB 
billions) .............  246.1 268.5 295.2 336.2 384.0 372.6 414.7 447.6 484.2 523.5 565.8 8.6% 8.7% 

 _____________________  

Notes: 

(1) Number of first time registered diagnosis for all types of cancer. 

(2) All types of cancer. 

Source: P.Herzen Moscow Oncology Research Institute, Globocan 2020, NEO Center Report 

The growth in the proportion of the population with cancer reflects the outcomes of ageing demographics as well as 

better diagnostics. However, when comparing incidence rates with developed economies Russia’s age-standardised 

rates (“ASR”) are still 10-25% lower. The following table sets forth information on the number of cancer ASR in 

Russia as compared to select countries in 2020. 
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 Cancer incidence rate(1,2) (per 100,000 of population) 

South Korea ...................................................................  449.2 

UK .................................................................................  319.9 

Germany ........................................................................  313.2 

Poland ............................................................................  267.3 

Israel ..............................................................................  240.7 

Russia ............................................................................  234.3 

Turkey ............................................................................  231.5 

Brazil .............................................................................  215.4 

South Africa ...................................................................  209.5 

Georgia ..........................................................................  196.1 

Thailand .........................................................................  164.0 

Malaysia .........................................................................  143.9 

UAE ...............................................................................  106.7 

 _____________________  

Notes: 

(1) Excluding non-melanoma skin cancer. 

(2) ASR adjusts for differences in population age distribution by applying the observed age specific incidence rates for each population to a 

standard population; the ASR is a weighted mean of age-specific rates. 

Source: GLOBOCAN 2020, NEO Center Report 

The upgrade of diagnostic equipment over the last five years resulted in an increase in early cancer diagnostics in 

Russia. In 2019, 57.5% of all cancer cases in Russia were diagnosed at early stages (stage I or II), as compared to 

53.7% in 2015. 

The following table sets forth information on the proportion of cancer cases diagnosed at each stage in Russia in 

2015 and 2019. 

 I-II Stages III Stage IV Stage Stage unknown 

2015 ...............................................................................  53.7% 20.1% 20.4% 5.8% 

2019 ...............................................................................  57.5% 17.6% 19.8% 5.2% 

 _____________________  

Note: totals may not add up to 100% due to rounding. 

Source: P.Herzen Moscow Oncology Research Institute. 

Surgery remains the most common cancer treatment method in Russia. As a stand-alone procedure, it accounted for 

56.2% of total treatments in 2019, as compared to 32.3% in the UK in 2013-2016. 

The following table sets forth information on the proportion of cancer treatment by types in Russia in 2019 and UK 

in 2013-2016. 

 Surgery 

Radiotherap

y 

Medical 

treatment 

Combination 

therapy 

Chemo- 

radiotherapy 

Russia (in 2019) ............................................................  56.2% 8.5% 3.2% 30.4% 1.7% 

UK (in 2013-2016) ........................................................  32.3% 15.0% 10.4% 34.6% 7.7%  
 _____________________  

Notes: 

(1) totals may not add up to 100% due to rounding; 

(2) for Russia radical treatment of malignant neoplasms first diagnosed in 2019; 

(3) for UK – data for 2013-2016, excluding “other” category which represents the group of patients who had no record of chemotherapy, 

surgery, or radiotherapy or who received other treatments (such as hormonal therapy or management of symptoms), treatment outside of 
the time frame assessed, treatment in a private setting; 

Source: P.Herzen Moscow Oncology Research Institute, Cancer Research UK, NEO Center Report 

Radiation therapy is one of the underdeveloped segments in oncology in Russia, mainly due to lack of installed base 

of modern linear accelerators (linac). The government plans to launch more than 80 linacs which still won’t be 

enough to satisfy the demand. The WHO recommends countries to have 3 linear accelerators per 1 million population 

while in Russia there are only 1.5 linacs per 1 million, hence the total deficit is estimated at approximately 250 

linacs. The following table sets forth information on the number of linear accelerators in Russia as compared to 

select countries in 2020-2021. 

 Per 1 million population 

Germany ........................................................................  6.2 

UK .................................................................................  5.1 

Poland ............................................................................  3.9 

Georgia ..........................................................................  3.8 

Israel ..............................................................................  3.5 

Turkey ............................................................................  3.0 

South Korea ...................................................................  2.9 
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 Per 1 million population 

Germany ........................................................................  6.2 

Malaysia .........................................................................  1.7 

South Africa ...................................................................  1.7 

Russia ............................................................................  1.5 

Moscow Area .............................................................  3.9-4.4  

Brazil .............................................................................  1.5 

Thailand .........................................................................  1.2 

UAE ...............................................................................  0.5 
  

Source: IAEA Directory of Radiotherapy Centers, NEO Center analysis, NEO Center estimates for the Moscow Area. 

The following table sets forth certain information on key oncology services providers in Russia. 

Provider Region 

PET/CT(1) 

availability(2) Radiation therapy equipment  

Radiation 

therapy 

equipment 

generation(1) 

The Group ...............................................  Moscow 7 units • 11 linear accelerators  

Medicine JSC ............................................  Moscow 1 unit • 2 linear accelerators  

OncoStop ..................................................  Moscow - 

• 1 Gamma Knife 

• 1 CyberKnife 

• 2 linear accelerators  

MIBS ........................................................  St. Petersburg 

Units in St. 

Petersburg. 
Novosibirsk. 

Tomsk. Barnaul. 

Tver (planned) 

• 2 Gamma Knives 

• 1 CyberKnife 

• 2 Linear accelerators 

• 1 ProBeam (proton therapy)  

Reavita radiation therapy center ................  Kazan - • 1 TomoTherapy system  

PET-Technology .......................................  Ufa, Yekaterinburg 

30+ in 27 Russian 

regions 

• 13 (Moscow Area, Ufa, 

Yekaterinburh, Perm) ✓✓✓ 

Medscan Oncology Center ........................  Moscow - • 1 linear accelerator  

N.N. Blokhin Russian Cancer Research 

Center .......................................................  Moscow 2 units • 6 linear accelerators  

P.A. Hertzen Moscow Cancer Research 
Institute .....................................................  Moscow - 

• 4 linear accelerators 

• 1 CyberKnife  

Federal high-technology center of medical 
radiology ...................................................  Dimitrovgrad 2 units 

• 3 linear accelerators 

• 1 Proton accelerator  

 _____________________  

Note:  

(1) The tick marks signify the generation of radiation therapy equipment. Companies with 3 tick marks have or plan to have (in case with 
Medicine JSC nuclear medicine facility to be launched in 2021) the latest Varian Halcyon line of equipment, two tick marks represent the 

availability of Сlinac and/or Truebeam from Varian, Synergy from Elekta, Cyberknife and/or TomoTherapy HD from Accuray, 1 tick 
mark – other types of linear accelerators. 

Source: companies’ information, NEO Center research. 

Outbound medical tourism 

Outbound medical tourism is defined as the intentional travel of a patient to another country for medical treatment. 

There are different reasons that patients opt for medical tourism, including financial savings (which is a common 

driver in countries with expensive medical services such as in the U.S.), service quality and waiting times as well as 

the unique competencies of certain healthcare providers.  

In the Russian outbound medical tourism market the 2 groups of destinations are distinguished: 

• Destinations for health savings purposes. These primarily include CIS countries such as Belarus which hosts 

500-600 thousand Russian patients annually. 

• Premium destinations. These include European countries, Israel, South Korea. Such destinations are chosen by 

affluent citizens of Russia. 

According to the Russian Medical Tourism Association, the number of outbound medical tourists from Russia 

reached 150 thousand in 2013 followed by a decline to с. 80-100 thousand per year. The estimated spending of 

Russian medical tourists was estimated at U.S.$ 0.8-1.5 billion in 2019. Some of the popular destinations for Russian 

medical tourists include Israel, Germany – the primary locations with strong brand in Russia for treatment of 

oncology and cardiovascular diseases. Switzerland is a destination for the most affluent population and a popular 

location for medical check-ups. 
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The following table sets forth information on Russian outbound medical tourism market structure by country in 

2019. 

 Share of Russian outbound medical tourism 

Israel .................................................................................................. 30% 

Germany............................................................................................. 25% 

China .................................................................................................. 15% 
Hungary ............................................................................................. 10% 

South Korea ....................................................................................... 7% 

Czech Republic .................................................................................. 5% 
Bulgaria .............................................................................................. 5% 

Other .................................................................................................. 3% 

Total .................................................................................................. 100% 

 ___________________  

Source: Techart, NEO Center Report 

The demand for medical travel from Russian patients is likely to recover in the next 2-3 years due to the stabilisation 

after the COVID-19 pandemic. Some of the other drivers would include the health tourism destination marketing 

activities, for example from countries such as Finland and South Korea, as well as economies from South-East Asia. 

However, due to economic uncertainties the total number of outbound patients is likely to stabilise at approximately 

100,000 patients per year.  

Inbound medical tourism 

Though the government of Russia is actively supporting the inbound medical tourism a number of fundamental 

factors hinders the future growth prospects of the medical tourism in the country. These include: poor brand of 

Russia as an attractive health tourism location, language barriers, poor state facilities infrastructure and regional 

disparities. As a result, Russia ranks low in international rankings of medical tourism destinations. 

 

Ranking (score),  

2020-2021 

Ranking (score), 

2016-2017 

Canada ..............................................................................................  1 (76.47) 1 (76.62) 

UK ....................................................................................................  5 (71.92) 2 (74.87) 

UAE ..................................................................................................  

6 (71.85) – Dubai;  

9 (70.26) - Abu Dhabi 

16 (67.54);  

25 (63.65) 

Israel .................................................................................................  8 (70.78) 3 (73.91) 
Germany............................................................................................  12 (69.29) 6 (71.90) 

South Korea ......................................................................................  14 (68.81) 8 (70.16) 

Thailand ............................................................................................  17 (66.83) 18 (66.6) 
South Korea ......................................................................................  22 (65.82) 27 (62.2) 

Poland ...............................................................................................  29 (64.10) 24 (63.79) 

Turkey ...............................................................................................  30 (63.91) 32 (59.49) 
Russia ...............................................................................................  41 (60.17) 34 (57.01) 

 

Note:  

(1) The data was gathered by conducting a national survey with 3.030 Americans of every age, gender, education level, and socioeconomic 
status. 

Source: The Medical Tourism Association, International Healthcare Research Center (IHRC). 

However, Russia is well-positioned to attract cost savvy tourists due to competitive price/quality offering. Other 

competitive advantages include the availability of well-equipped federal and private facilities (concentrated in 

Moscow and St. Petersburg) and the availability of competences (for example, in areas such as IVF, ophthalmology, 

traumatology). Short- and mid-term opportunities are also related to vaccination tours. Such a tourist package was 

launched by Medsi in 2021. 

 Radiation therapy RFA PET/CT IVF 

Germany.........................  from EUR 8,000 EUR 8,000-14,000 from EUR 2,000 from EUR 4,500 

Israel ..............................  from EUR 5,000 EUR 13,400 from EUR 1,100 from EUR 7,000 
South Korea ...................  from EUR 4,200 EUR 3,000-15,000 from EUR 780 from EUR 4,300 

Russia .............................  from EUR 1,900 EUR 4,000-5,500 from EUR 500 from EUR 1,200 

The Group ..................  from EUR 2,300 EUR 7,000-10,000 from EUR 1,010 from EUR 2,500 
Medicine JSC .............  from EUR 4,200 EUR 4,600 EUR 870-950 from EUR 2,500 

PET Technology ........  EUR 900-5,200 n/a EUR 650-700 n/a 

 _____________________  

Notes: 

(1) Radiation therapy prices per 1 course (with the utilisation of linear accelerators); 

(2) RFA – radiofrequency ablation; 

(3) USD prices converted to EUR at a current rate (as of April 2021). 

Source: Russiamedtravel, MediGlobus, Bookimed, NEO Center research 
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The patient inflow to Russia amounted to 564 thousand in 2019 (300 thousand in 2018, 120 thousand in 2017) while 

the inbound medical tourism brought U.S.$ 470 million in revenues. Patients from the Central Asia (Uzbekistan, 

Tajikistan, Kazakhstan) account for approximately 60% of all foreign patient flow, however this is not necessarily 

related to medical tourism as many citizens of those countries temporarily live in Russia and may have looked for 

medical services due to illnesses and injuries during their stay in Russia. 

 Foreign Patients Treated in Russia by Region, 2019 

Central Asia ....................................................................................  60% 
Europe .............................................................................................  37% 

Other ...............................................................................................  3% 

 _____________________  

Note:  

(1) Data based on 71 Russian regions and 60 federal facilities 

Source: Mednet.ru 

Some of the sought-after services include stomatology (44% of patients), gynecology and urology (25%), 

ophthalmology (10%), plastic surgery (10%) and cardiology (5%).  

Taking the ratio of medical tourists to a country’s population as a proxy and as evidenced in the more developed 

medical tourism hubs, Russia could potentially attract up to 1 million medical tourists annually.  

To limit the outflow of Russian patients the government is developing a special zone in Russia to plant international 

clinics – the Moscow International Medical Cluster (“MIMC”) which will host more than 10 clinics by 2029 and 

will be able to cater to 300,000 patients per year. The advantages of MIMC include the recognition of medical 

licenses and other permits issued by OECD countries while patients can be diagnosed and treated according to 

protocols not yet authorised in Russia. Some of the key investors include Hadassa (Israel), Clinea International 

(France), Strasbourg University Hospital (France). 

Competitive landscape 

The Russian healthcare services market has two distinct groups of providers: state and private. State providers can 

be further subcategorised into regional and federal facilities. While public facilities offer a complete range of both 

outpatient and inpatient services, the private segment is mostly focused on the ambulatory segment. Only a handful 

of private providers have sizeable inpatient facilities which are capable of competing with public hospitals such as 

federal institutions. The government is however gradually opening up the market to private players and the VMP 

segment in particular is expected to attract investment. The Russian healthcare services market is highly fragmented 

with the top-200 private players holding a combined approximately 5% share of the total healthcare market 

(including state funding via MHI and budgetary spending) or 29% taking into account the paid services segment 

only (out-of-pocket payments, VHI). Most private players have limited presence in Russian regions with only 48 of 

the top-200 largest private providers having a presence in more than one region. 

According to the Group’s estimates, Medsi (RUB 25 billion revenue in 2020), the Group (RUB 21 billion revenue 

in 2020) and MD Medical Group (RUB 19 billion revenue in 2020) are the top-3 private healthcare providers in 

Russia. The second tier of private companies has revenues that do not exceed RUB 10 billion in most cases.  

The following table sets forth certain information on select private healthcare services providers.  

Provider Number of Facilities 

Presence in Russian 

regions 

Number of unique 

patients Revenue, 2019, bln RUB 

Medsi ..............................  36 9 692.8 thousand 22.3 

MDMG ...........................  42 19 n/a 16.2 
The Group .......................  8 2 88.4 thousand 14.85 

SM Clinic ........................  22 4 n/a 9.7 
MedInvestGroup .............  78 28 n/a 7.7 

Medicine JSC ..................  1 1 53.4 thousand 5.0 

Scandinavia (Ava Peter) ..  20 4 210 thousand 4.9 
Medswiss ........................  7 3 127.2 thousand 4.4 

Bud’ Zdorov ....................  9 6 280.5 thousand 4.3 

 _____________________  

Source: Vademecum, companies information, NEO Center Report 

According to NEO Center, the Group provides the most comprehensive service offering, including capital intensive 

oncology services, such as radiation therapy, and the most advanced diagnostics techniques, such as PET 

diagnostics. 

The following table sets forth information on services offerings in select private healthcare services providers.  
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 Medsi MDMG The Group SM Clinic 

MedInvest

Group 

Medicine 

JSC 

Scandinavi

a+Ava 

peter Medswiss 

Bud’ 

Zdorov 

PET .................  – –  –   – – – 

Radiation 
therapy ............  – –  –   – – – 

Cardiac surgery        – – – 

Neurosurgery ..   –       – 
Rehabilitation ..         – – 

Obstetrics ........  –   – – –  – – 

Reproductive 
medicine ..........         – – 

Dentistry .........           

Urology ...........           

Ophthalmology           

Paediatrics .......           

Orthopaedics 
and 

traumatology ...           

Aesthetic 
medicine ..........           

Ambulance ......      –     

Dermatology ...           

Elderly Care ....  – –  – – – – – – 

 _____________________  

Source: Companies websites, NEO Center Report 

The Group’s market leading position, the most qualified physicians and staff on the market and comprehensive 

service offering enable the Group to charge premium prices that are considerably higher as compared to other private 

healthcare services providers. 

The following table sets forth information on services cost comparison for select private healthcare services 

providers.  

Procedure Cost as at January 2021 (RUB) 

Provider Doctor consultation MRI PET/CT Knee Replacement 

Medsi .............................  2,000–7,500 5,750–29,400 - n/a 

MDMG ..........................  3,100–21,400 6,600–28,200 - 188,800–196,010 

The Group ....................  14,852–21,700 18,320–55,583 89,823–108,054 173,420–582,514 

SM Clinic .......................  1,950–4,550 3,650–28,500 - n/a 

MedInvestGroup ............  2,200–31,900 4,500–39,000 - 295,000–399,400 

Medicine JSC .................  6,600–11,720 16,120–43,400 80,000–88,000 614,900–811,000 

Scandinavia + Ava Peter  1,500–8,500 4,800–26,800 - - 

Medswiss .......................  2,600-8,400 4,980–41,980 - - 

Bud’ Zdorov .................. . 1,500–3,500 3,320–6,224 - - 
 _____________________  

Source: Companies information, NEO Center Report. 

Regulatory trends 

The Russian healthcare sector has experienced a period of significant change since the 1990s. Government efforts 

to reform the healthcare industry along with the opening up of the economy have enabled growth. The first reforms 

led to a transformation of the mechanism under which healthcare is financed with a shift from direct state funding 

to a MHI scheme which relied on employers’ contributions. The transformation has continued as a result of a range 

of other federal and regional laws and will persist beyond 2022 due to an ambitious government agenda which will 

focus on VMP, improving primary care, combating the high mortality rates from oncology and cardiovascular 

diseases. 

Some of the key regulatory changes that took place in the last 5-7 years include the following: 

• One channel financing. The current public healthcare funding scheme comprises two major components: 

funding from the federal and regional budgets and the MHI funds. The majority of funding now comes from 

the MHI fund while the budgetary funding though decreasing in size still compensates a notable volume of 

VMP. The gradual shift to one-channel funding is aimed at increasing competition between the facilities (both 

public and private) 

• Diagnosis-related groups (“DRG”) based financing. Since 2013-2014 the MHI tariffs saw a substantial shift 

from patient/day basis to DRG based payments. This means that funds are allocated depending on the nature 

and severity of a disease. This move helped balance the tariffs differences between Russian regions which 

could be as high as 10 times. 
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• Paid services at public hospitals. Since 2013, the public facilities were granted the right to render paid services 

to patients. This mostly includes value-added services such as more personalised care, better room during a 

hospital stay, higher ranked doctor consultations, diagnostics and treatment methods not covered by the state 

guarantee program.  

• Telemedicine. Federal Law No. 242-FZ “On Amending Certain Legislative Acts of the Russian Federation 

Concerning Application of Information Technologies in Healthcare” dated 29 July 2017 (the “Telemedicine 

Law”) cleared the way to a new type of services. During COVID-19 pandemic private healthcare facilities 

reinforced their telemedicine services offerings.  

The key development of 2020 was the adoption of amendments to the law on the MHI (Federal Law No. 326-FZ). 

The law introduced a new operating model of the Federal MHI fund which would from now on have a separate 

budget for funding federal healthcare facilities (previously the federal facilities received financing from the 

insurance companies). In 2021, the federal facilities are expected to obtain RUB 119.4 billion in funding. This raise 

concerns over the negative impact which the new amendments may have on the competition. Establishing quotas on 

the services at the federal facilities may lead to a loss of patients both at the public regional facilities and private 

players. Another amendment to the Federal Law No. 326-FZ grants the Federal MHI fund the right to assess and 

control the quality of care provided. This may lead to a loss of objectivity in this process which was previously run 

by insurance companies. 

State Program “Development of Healthcare” 

The state program “Development of Healthcare” was adopted in December 2017 and launched in 2018. The 

document outlines the key strategic priorities, defines key projects, stakeholders and sources of funding. The key 

sub-programs are as follows: improving the provision of medical care, including disease prevention and the 

promotion of a healthy lifestyle; development of innovations in diagnostics and treatment, personalised medicine; 

development of medical rehabilitation and health resort treatment (including for children); development of 

international relations in healthcare; IT and healthcare industry management. 

National Project “Healthcare” 

National Projects are the state strategic planning instruments to be realised in Russia during a period from 2019 to 

2024. The National Project “Healthcare” was developed in 2018 and launched in 2019. Its objective is to improve 

the quality of healthcare and reduce mortality rates from key diseases (circulatory system diseases and oncology). 

The National Project is composed of the following federal level components (programs) which were all the State 

Program “Development of Healthcare”: primary care; cardiovascular diseases; oncology; child health care; medical 

personnel; medical research; healthcare informatisation. The state funding for the National Project is expected to be 

RUB 243.2 billion in 2021, approximately RUB 251 billion in 2022, RUB 212.1 billion in 2023. 

National Project “Demography” 

The National Project “Demography” is aimed at assisting elderly population, families with newborn children, 

promotion of healthy lifestyles and sports. The following federal projects of the National Project “Demography” are 

aligned with the National Project “Healthcare”: strengthen public health; elderly generation.  

Over 70 geriatric centres with over 6,000 beds have been already opened by the end of 2020 while the MHI funding 

grew 1.5x times on respective aid in 2020. 

State measures to counter COVID-19 

The Russian government has implemented a comprehensive set of measures to counter the negative effects of the 

pandemic. These include: general measures; health measures; social measures; taxes; finance; industry specific 

measures.  

Overall, Russia has spent RUB 2.86 trillion (approximately U.S.$ 40 billion) on anti-COVID-19 measures in 2020, 

according to the Accounts Chamber, while approximately 8 million people (over 5% of population) were vaccinated 

against COVID-19 as of April 2021. 

Other state initiatives in healthcare 

• Profit tax exemption. Starting from 2020 the 0% tax rate on profits is applied to medical facilities for an 

indefinite period (earlier, the 0% tax rate eligible period was extended on a regular basis).  

• Experimental legal regimes (“ELR”). The State Duma adopted a law in July 2020 which envisions the 

possibility of establishment of experimental legal regimes in healthcare provision, including telemedicine and 

data management. ELR removes some of the barriers in personal data management.  
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• Connection of private clinics to the Public Services Portal of the Russian Federation. In February 2021 it was 

announced that the Public Portal (Gosuslugi) is expected to have a new functionality for patients to schedule 

doctor appointments at private clinics. The measure is aimed at improving business climate for private 

providers.  
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BUSINESS 

Overview 

The Group is one of Russia’s largest multidisciplinary private healthcare providers by revenue in 2020, according 

to NEO Center, and the largest private healthcare provider by Adjusted EBITDA compared to its Russian private 

healthcare peers’ EBITDA, according to the latest publicly available information published by these peers. The 

Group believes that its leadership position in the Russian private healthcare market is underpinned by the premium 

quality and breadth of its medical services, the expertise of its international team of highly-qualified physicians 

and staff, modern facilities fitted with state-of-the-art equipment, and services provided to the highest international 

healthcare standards.  

The Group is a fully-integrated healthcare services provider offering a full range of medical services, and has 

advanced capabilities in more than 57 specialisations, including, among others, oncology, radiation therapy, 

diagnostics, cardiology and surgery, differentiating it from the direct competition in Russia. See “—Healthcare 

Services” and “—Facilities”. The Group utilises a patient-centric approach to its healthcare services offering, 

which allows it to provide patients with a full range of diagnostics and treatment services as well as offer tailor-

made medical care. According to NEO Center, the Group’s healthcare service offering is one of the most 

comprehensive among private healthcare providers in Russia, and the Group has a particular focus on achieving 

clinical excellence whilst ensuring the highest quality of customer service.  

The Group’s network comprises seven multidisciplinary medical centres, one maternity hospital and one 

rehabilitation centre (with a total build-up area of approximately 87 thousand square metres) and three geriatric 

centres (with a total build-up area of approximately 14 thousand square metres). As at 31 March 2021, the Group 

had 2,593 employees, comprising 752 physicians, 1,472 nurses and other medical staff and 369 administrative 

and support staff. 

The Group operates in Moscow and the Moscow Region which is the main Russian metropolitan area with a 

population of more than 20 million with the highest average salaries in the country, according to NEO Center. 

The Group believes that the market in which it operates has a strong potential for future growth due to a number 

of factors, including favourable macroeconomic and prevailing demographic trends (such as aging population and 

increasing life expectancy), increasing demand for high-quality medical services among Russians with a high 

disposable income, the significantly lower level of healthcare expenditure per capita in Russia compared to OECD 

countries, supportive government policies aimed at strengthening the private healthcare market, relative 

underpenetration of the Russian private healthcare services market and substantial barriers to entry for new 

healthcare providers. According to NEO Center, the Group’s addressable market is estimated to be approximately 

1.3 million customers (excluding the MHI segment), with the Group having approximately 69 thousand customers 

(excluding MHI) in 2020. 

The Group’s growth strategy is focused on capturing consistently growing demand for high-quality private 

healthcare services in Russia, attracting new customers and becoming the clinic of choice across the entire 

spectrum of medical services for the Group’s existing customers. In addition, the Group seeks to expand 

significantly in developing a leading oncology platform in Russia, as well as in other areas of the mandatory health 

insurance market, through entering into public-private-partnership agreements with regional governmental bodies. 

The Group’s outpatient visits (excluding MHI) continued to grow from 461,479 to 497,413 and 496,118 outpatient 

visits in 2018, 2019 and 2020, respectively, representing a CAGR of 3.7%. Over the same period, the number of 

hospitalisations (excluding MHI) decreased slightly at a CAGR of 3.4% from 8,648 to 8,769 and 8,075, 

respectively. The number of MHI visits increased with a CAGR of 56.9% from 18,473 to 26,234 and further to 

45,482 in 2018, 2019 and 2020, respectively. For the three months ended 31 March 2021, the Group’s outpatient 

visits (excluding MHI) and inpatient admissions (excluding MHI) amounted to 129,183 and 2,086, respectively. 

In 2020, the Group had Revenue of EUR 259.0 million, Revenue, excluding construction revenue of EUR 241.3 

million, Adjusted EBITDA of EUR 97.3 million, Adjusted EBITDA margin of 40.3%, profit for the year of 

EUR 80.6 million and Adjusted operating profit margin of 33.4%. In the three months ended 31 March 2021, the 

Group had Revenue of EUR 65.2 million, Revenue, excluding construction revenue of EUR 64.7 million, 

Adjusted EBITDA of EUR 27.1 million, Adjusted EBITDA margin of 42.0%, profit for the period of EUR 18.7 

million and Adjusted operating profit margin of 35.1%. 

Key Competitive Strengths 

The Group believes that it has a number of key competitive strengths, which have been important drivers of its 

operating and financial performance. These strengths include the following: 
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Attractive private healthcare services market 

The Group operates in the rapidly growing and relatively underpenetrated Russian private healthcare services 

market, which benefits from a number of long-term structural growth drivers: 

• Growing demand for high-quality healthcare services not available at state-owned clinics and relatively low 

market penetration by private healthcare providers. 

• Healthcare expenditures (on a per capita basis) below that of developed markets. 

• Supportive government policy. 

• Substantial barriers to entry for new healthcare providers.  

The Group believes that it is well-positioned to continue maintaining its market leadership, particularly so in a 

market with significant entry barriers as the Russian private healthcare market. Such key entry barriers include 

the following: 

• the increasing importance of brand recognition and reputation to patients choosing their healthcare providers; 

• the need for sufficient economies of scale and efficient operating structures to achieve profitability; 

• significant capital expenditure requirements to build and equip new healthcare facilities; 

• the ability to attract sufficient numbers of high calibre medical staff; 

• the importance of local market knowledge; and 

• the ability to develop and maintain strong relationships with suppliers (including equipment, pharmaceuticals 

and other suppliers). 

Market leading position in the premium healthcare services market  

The Group has been operating in the Russian private healthcare market for more than 30 years, which represents 

the longest track record of any private healthcare business in the Russian market (according to the Group’s 

estimates). Since its establishment, the Group has secured one of the leading positions in the Russian private 

healthcare services market. In recent years, the management team has been further strengthened by executives 

from the medical industry as well as from other industries with experience from publicly listed companies. The 

strength of the new management team (for example, the CEO and the CFO, both hired in 2014) is evidenced by 

the Group’s improved results of operations (such as Revenue and Adjusted EBITDA growth). According to the 

Company’s data, the Group was the second largest Russian private healthcare provider by revenue in 2020: it was 

also the largest private healthcare provider by Adjusted EBITDA compared to its Russian private healthcare peers’ 

EBITDA, according to the latest publicly available information published by these peers. The Group’s market 

leading position is driven by, among other things, by its diversified service offering (including mobile services 

and telemedicine), its ability to attract the most qualified physicians and staff on the market (including physicians 

and staff with international experience), to charge premium prices for its healthcare services and to set and 

maintain prices for medical services linked mainly to Euros rather than Roubles, all of which results in the Group’s 

strong financial performance.  

Emphasis on highest-quality medical care  

The Group believes that its focus on the high quality of its healthcare services has allowed it to achieve a leading 

position in the market. The Group is committed to excellence across all aspects of its healthcare services including 

the calibre of physicians and other medical personnel, adherence to the most recent international medical 

protocols, the quality of its equipment, the usage of latest technologies and techniques in the medical field, the 

regular introduction of new services, the vast experience in a wide range of healthcare services and the level of 

amenities offered to patients. The Group believes (based on feedback from its patients) that its hospitals and other 

medical facilities are regarded by patients as centres of excellence for delivering successful clinical outcomes and 

high level of patient satisfaction, evidenced by repeat visits and high net promoter score (“NPS”) (the Group’s 

NPS score was 79 as at 31 May 2021), which positions the Group’s healthcare services business well with patients, 

peers and medical insurance providers. The Group’s adherence to the latest medical protocol results in fast 

recovery of the patients with ALOS for 2020 being 3.5, which, the Group believes, is significantly lower than its 

Russian and foreign peers. As a reflection of this focus on quality, the Group’ EMC Schepkina Hospital is the 

only Russian healthcare facility fully accredited by the JCI (reaccreditation completed in March 2021), and most 

of the Group’s hospitals (the EMC Schepkina Hospital, the EMC Orlovsky Hospital, the EMC Trifonovskaya 

Hospital, the EMC Spiridonievsky Hospital, the EMC Maternity Hospital and the Zhukovka Rehabilitation 

Centre) obtained an ISO 9001:2015 certification.  
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As a part of its commitment to provide the highest quality of healthcare services, the Group continues to enhance 

its clinical excellence through assembling an international team of highly-qualified physicians and staff. The 

Group invests in its doctors and other medical staff by offering above-market compensation and providing 

theoretical and practical training opportunities. Most of the Group’s medical practitioners are renowned experts 

in their relevant medical specialties, with training and practical experience obtained in leading institutions and 

hospitals in Western Europe, the United States, Israel and Russia. In 2019, the Group organised additional training 

for a number of its medical employees through PWC’s MBA programmes. The Group employs approximately 

250 physicians with international recognition and approximately 200 doctors with international experience 

limiting its dependence on a single physician. The Group’s physicians have at least 17 years of medical experience 

on average with 65% of physicians with medical experience over 10 years. The Group’s expertise also allows it 

to offer multidisciplinary postgraduate medical education to internal and external medical staff on the basis of the 

EMC Medical School, a non-commercial organisation aimed at providing world-class medical training in Russia. 

As a result, the Group believes that it has developed a strong brand recognition among peers (and among patients) 

and is seen as the employer of choice in the Russian healthcare services market, which allows it to hire the most 

qualified physicians and staff, thereby further enhancing the quality of its services offering.  

The Group also invests in technology, including high-tech surgery, radiotherapy, diagnostic radiology, complex 

laboratory procedures and healthcare information systems. The Group’s medical facilities house modern, state-

of-the-art equipment (including 12 linear accelerators, six MRI scanners, eight PET/CT scanners and two SPECT 

scanners, and radiotherapy and radiosurgery systems). Uniquely for Russian private clinics, its medical facilities 

also have an in-house laboratory to synthesise PET radiopharmaceuticals, for the Group’s own use as well as 

offered for sale to third-party operators. The Group also has a multispecialty surgical complex equipped with 

surgical systems and other equipment to perform surgery (including microsurgical operations) of any complexity. 

The Group’s facilities are also equipped with the state-of-the-art rehabilitation equipment with the biofeedback 

system and multimedia, gaming and other technologies. In addition, the Group has invested in equipment for 

COVID-19 diagnostics and rehabilitation, and is actively using medical devices for remote patient health 

monitoring and AI technologies to improve imaging interpretation. The Group’s equipment allows it to enhance 

the quality of healthcare services provided to patients.  

As a response to the COVID-19 pandemic, the Group introduced a number of measures to maintain a high quality 

of healthcare services during the pandemic. In particular, the Group introduced a large range of remote services 

(such as telemedicine and mobile services), including using modern TytoCare equipment and secure 

communication channels to assist its patients. The Group also offered personal support for patients through 

organising their transportation to the Group’s facilities to the extent necessary.  

A comprehensive services offering provided across the continuum of patient  

The Group believes that its diversified medical services offering enhances its ability to capture a greater share of 

the growing Russian healthcare services market with approximately 1.7 million services provided annually. The 

Group has one of the most comprehensive service offerings on the Russian private healthcare services market: it 

offers almost all types of healthcare services, and has advanced capabilities in over 57 specialisations, particularly 

in the fields of oncology, radiation therapy, diagnostics, cardiology and surgery. Accordingly, the Group acts as 

a comprehensive provider of high-quality healthcare services and premium patient care for its patients. The 

Group’s “patient-centric” service model for outpatient and inpatient services facilitates internal referrals, as 

appropriate, intended to increase patient’s visits.  

In 2020, the Group implemented a new health services project, 360oHealth, which represents a model of medical 

care centred around a holistic patient-cantered approach, specifically designed to improve patient experience and 

shift a patient’s pattern of behaviour towards preventive medicine and regular prophylactic measures. This project 

was received particularly well by the Group’s patients: in its first year of operations, patient visits within the 

project grew by 267% compared to patient visits outside the project and exhibited a 244% revenue growth within 

the project. Moreover, the NPS of 85 within the target group was 10% higher than outside the project, as at 

31 October 2020. Within a year, more than 3,500 patients were regularly monitored by a personal family physician 

using various means of interaction (including by way of telephone- and internet-based communications channels).  

In addition, the Group is currently taking a series of measures to improve data analysis and enhance opportunities 

for personalised recommendations. This is expected to result in developing a number of narrowly focused medical 

programmes designed to specifically address each patient’s individual goals and needs, as well as introduce 

lifestyle recommendations, including promoting diet, fitness and healthy habits. 

The Group’s integrated network of medical facilities complement each other and offer comprehensive healthcare 

solutions across a continuum of inpatient and outpatient care. All of the EMC-branded medical facilities (except 

for the Zhukovka Rehabilitation Centre) are located in central Moscow within a short distance of one another, 

which allows the Group to enhance the use of each of the facilities through the flow of doctors and patients 
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between the facilities that are best geared toward providing a particular kind of medical service or treatment, 

which ultimately results in an increase in patients’ satisfaction and the utilisation of each of the facilities’ 

specialties. 

The Group has a strong track record in expanding services offering, including in respect of innovative medical 

techniques and treatments. The Group is often the first to introduce new services on the Russian healthcare market. 

For example, the Group was the first in Russia to perform robot-assisted thyroidectomy and hemithyroidectomy 

procedures in 2014; it was also one of the first clinics in Russia to open an in-house laboratory to synthesise PET 

radiopharmaceuticals in 2015. In addition, the Group was the first in Russia and Eastern Europe to implement the 

latest method for treating early-stage breast cancer through breast sparing surgical treatment with simultaneous 

intraoperative radiotherapy using the Xoft System in 2016. The Group also started using Varian EDGE, the 

innovative system for radiosurgical and radiotherapy treatment of oncological diseases in Eastern Europe, in 2018 

and was the first in Russia to use medical devices for remote patient condition monitoring (such as TytoCare) in 

2019. In 2021, the Group was the first to test an AI system for imaging analysis. 

In order to further enhance customer satisfaction and service quality, the Group’s comprehensive range of medical 

capabilities is complemented by a customer-oriented technological platform providing ongoing monitoring and 

post-treatment care including convenient multi-channel tools for doctor appointment scheduling and customer 

support, electronic health records, patient portal and telemedicine.  

Outstanding expertise in the significantly underserved oncology market in Russia 

The Group believes that the oncological medical treatment segment of the Russian healthcare market represents 

a particularly attractive growth and investment opportunity because of its rising importance due to increasing life 

expectancy, significant underpenetration of this segment by other market participants and high barriers to entry 

into this underserved market.  

Over 600,000 oncology cases are diagnosed each year in Russia, according to P.A. Hertzen Moscow Oncology 

Research Institute, with approximately 70,000 cases registered in Moscow and the Moscow Region. In Russia, 

oncology treatment is mainly provided by public hospitals, accounting for over 90% of the total market in value 

terms, according to NEO Center. However, the Russian healthcare system is currently unable to meet the present 

demand for cancer treatment, according to NEO Center. The Group believes that the Russian public healthcare 

system is insufficiently equipped and requires costly and time-consuming modernisation as well as lacks qualified 

personnel to perform modern cancer treatment. Moreover, due to significant barriers to entry, there is only limited 

competition from private market participants because only a few private clinics utilise modern equipment (such 

as linear accelerators or PET/CT scanners) and have sufficiently trained personnel.  

The Group is a leading Russian provider of cancer treatment with extensive expertise in a full range of modern 

oncology treatment methods, state-of-the-art facilities and equipment as well as renowned experts with 

international experience. For example, in 2020, the Group treated more than 4,400 oncology patients, undertaken 

approximately 28,000 PET/CT procedures and completed more than 4,500 radiotherapy treatments. In 2021, the 

Group expects to receive 42,000 quotas for PET/CT procedures at the EMC Schepkina Hospital and the 

International Oncology Centre in Moscow and 3,700 quotas for mobile PET at the International Oncology Centre 

in Kolomna. 

The Group believes that it has the required scale, experience and resources to be strongly positioned to continue 

its leadership in the Russian oncology treatment market. In addition to the Group’s existing facilities, it has been 

engaged in projects for the reconstruction and/or establishment of several oncology treatment centres in Russia, 

such as the Concession Agreement for the reconstruction and fit up of the International Oncology Centre in 

Moscow, as well as the International Oncology Centre in Kolomna (both launched in 2020). 

Business model driving strong operating and financial results 

The Group has a business model with a strong track record of sustained revenue generation and earnings growth, 

as well as significant cash flow generation. Over its more than 30 years of the Group’s operation, it has 

substantially increased its operations through the expansion of existing healthcare facilities, the construction of 

new healthcare facilities and the addition of new services. The Group’s extensive track record in operational 

efficiency and its expertise in identifying and implementing new projects (such as, for example, the opening of 

the EMC Schepkina Hospital in 2012, the EMC Maternity Hospital and the Malakhovka Geriatric Centre in 2017, 

Zhukovka Rehabilitation Centre and Geriatric Centre in 2018, the acquisition of interest in Senior Group in 2013, 

launch of the International Oncology Centre in Moscow and the International Oncology Centre in Kolomna in 

2020) have enabled it to achieve a strong combination of organic and inorganic growth with attractive returns.  

Currently, the Group operates an efficient, well-invested asset base with total investments in business exceeding 

EUR 440 million between 2008 and 2020 (inclusively). A significant share of the Group’s facilities is purpose-



Business 

 110  

 

built, which makes them more efficient to run, approximately 30% of its combined facilities’ total area is owned, 

and 50% in concession with no lease payments for 49 years. In addition, the Group’s level of current leverage and 

sufficient financing capacity are expected to provide it with significant flexibility for future growth. 

The Group’s patient-centric business model focused on high-quality medical services allows it to set and maintain 

prices for medical services in Euros, which results in strong operational and financial performance. Despite 

challenging macroeconomic conditions in Russia in 2020, the Group managed to maintain significant Adjusted 

EBITDA growth (in Euro terms) and Adjusted EBITDA margin growth while continuing to ramp-up at its medical 

centres. In 2020, the Group had Revenue of EUR 259.0 million, Revenue, excluding construction revenue of 

EUR 241.3 million, Adjusted EBITDA of EUR 97.3 million, an Adjusted EBITDA margin of 40.3%, profit for 

the year of EUR 80.6 million and Adjusted operating profit margin of 33.4%. In the three months ended 31 March 

2021, the Group had Revenue of EUR 65.2 million, Revenue, excluding construction revenue of EUR 64.6 

million, Adjusted EBITDA of EUR 27.1 million, Adjusted EBITDA margin of 42.0%, profit for the period of 

EUR 18.7 million and Adjusted operating profit margin of 35.1%. 

Strong and experienced management team  

The Group’s senior management team includes individuals with extensive managerial experience and expertise 

in operational excellence. In recent years, the management team has been further strengthened by executives from 

the medical industry as well as from other industries with experience from publicly listed companies. For example, 

prior to joining the Group, its CEO, Mr Andrey Yanovsky, was the Vice President responsible for Organisational 

Development and HR at TNK-BP, the Head of Strategy and Organisational Development at NefteTransServis, as 

well as acted as the General Manager at Nidan Foods and Coca Cola SPb; the Group’s CFO, Mr Dmitry Shmelev, 

was a senior financial manager at Severstal Group and headed the planning and reporting department of 

NefteTransServis; other members of the team held top managerial positions at other leading Russian and 

international companies. The Group’s senior management team has an average of 19 years of management 

experience and has implemented numerous strategic initiatives that have been integral to the continued success 

and growth of the Group. Furthermore, the strength of the new management team (for example, the CEO and the 

CFO, both hired in 2014) is evidenced by the Group’s improved results of operations (such as Revenue and 

Adjusted EBITDA, EBITDA margin growth). 

The senior management team is supported by the team of seasoned medical doctors responsible for running 

various medical specialisations at the Group with extensive prior experience with leading clinics in Western 

Europe, the U.S., Israel and Russia. The market knowledge and experience of the Group’s management team is 

instrumental to the Group’s structured approach to both organic growth and acquisitions. 

Strategy 

The Group seeks to maintain sustainable and profitable growth and enhance earnings by pursuing a number of 

strategic priorities. According to NEO Center, the Group’s addressable market is estimated to be approximately 

1.3 million customers (excluding the MHI segment), with the Group having approximately 69 thousand customers 

(excluding MHI) in 2020. The Group believes that the current state of the Russian public healthcare industry with 

an insufficiently funded federal healthcare budget and existing service deficiencies in both inpatient and outpatient 

segments, including in the underpenetrated and underserved oncology sector, has created significant potential for 

expansion and market share gains for the Group. To achieve this, the Group plans to: 

• effect further growth in the core premium class services within the existing medical specialisations, ramp up 

its recently launched facilities and continue to lead the market in terms of the quality of medical care provided 

to patients;  

• continue to enhance its best-in-class private oncology treatment platform and consider regional expansion 

leveraging the Group’s strong expertise in this segment; and  

• continue to increase profitability growth through enhancing operational efficiency, improving asset 

utilisation levels at the Group’s facilities and increasing cost control. 

The Group believes that its commitment to a patient-centric business model will allow it to continue to maximise 

operating efficiencies and synergies between its core specialisations. 

In addition, the Group seeks to expand its presence in the wellness sector, which is in high demand with the 

Group’s existing and potential clients and is represented by the market size that is twelve times larger than 

traditional medicine market. The Group believes, it has a strong understanding of clients’ needs and best-in-class 

medical expertise and infrastructure to successfully enter and become a leader in the Russian wellness market, 

offering a wide range of wellness medical services, including rehabilitation, sports and biomechanics, physiology 

and mental energy, sleep and rejuvenation, nutrition (including dietary supplements), check-ups and health plans. 



Business 

 111  

 

Continue to grow within existing specialisations by expanding existing facilities, developing new services and 

investing in medical technology 

The Group intends to continue the expansion of its existing portfolio of healthcare services. The Group plans to 

expand capacity selectively within its existing facilities in areas where it has identified strong demand and growth 

potential and to increase the utilisation of the existing medical practices leveraging the Group’s expertise, brand 

reputation and existing customer base. In particular, the Group seeks to further expand its range of services, 

especially in high value-added and complex medical services, which the management believes will lead to an 

increase in outpatient and inpatient flow and growth of an average check, as well as contribute to the expansion 

of the Group’s gross margin. In furtherance of achieving these goals, the Group’s management set out certain 

operational targets. For example, with respect to its medical revenue excluding MHI services, the management 

set mid-to-low teen digit average annual growth target. The Group also targets its investment projects to meet 

threshold of at least 25% ROIC. 

The key initiatives that the Group believes will support achieving its operational targets include continued growth 

in the MHI. The Group has provided services covered by MHI since 2015. The Group seeks to continue expanding 

its MHI services, including oncology treatments. In 2020, the Group launched the International Oncology Centre 

in Moscow that strengthened the Group’s leading position not only in commercial medical market, but also among 

MHI services providers. The Group plans to launch radiotherapy and hematology department at the MONIKI 

clinic in 2022, with another two radiotherapy departments expected to open in 2023. The MONIKI clinic is 

expected to have approximately 3,200 cases of radiotherapy with an estimated average check of approximately 

RUB 157,000 and approximately 1,750 cases of hematology with an estimated average check of approximately 

RUB 180,000. The Group plans to invest approximately RUB 1 billion in MONIKI project, covering three new 

linear accelerators and the hematology department. The Group’s total radiotherapy quotas amounted to 2,501, 

2,774 and 4,332 in 2018, 2019 and 2020, respectively, and are expected to amount to 7,400, 9,930 and 11,000 in 

2021, 2022 and 2023, respectively. The Group’s total chemotherapy quotas amounted to 3,868 (at the Family 

Medical Centre at Solntsevo), 6,789 (5,088 at the Family Medical Centre at Solntsevo and 1,701 at the 

International Oncology Centre in Moscow) and 7,200 (all treatments transferred to the International Oncology 

Centre in Moscow) in 2019, 2020 and 2021, respectively. The Group expects that the development of its MHI 

services will be one of the key factors contributing to growth of its profitability, because MHI projects have higher 

margins compared to the Group’s other segments. The Group expects new MHI opportunities to be introduced in 

rheumatology, hematology and hypercholesterinemia.  

The Group believes it has a strong ramp-up potential in respect of its recently launched services. For example, the 

Group expects its Maternity Clinic, operating through the EMC Maternity Hospital (a facility, which provides 

obstetrics and newborn care to the highest international medical standards with a total area of 5,848 square metres 

and opened in 2017) to deliver considerable growth in the near-term. The Group expects this facility to reach its 

full capacity by 2027.  

As a part of this strategy, the Group also plans to develop its capabilities in rehabilitation and geriatric services, a 

segment which is currently significantly underserved in Russia, and to further increase its footprint in geriatric 

services in the near term. In 2017, the Group opened its Malakhovka Geriatric Centre (a geriatric centre with a 

total build-up area of 8,201 square metres), which has been ramping up its operations and, once fully operational, 

is expected to offer a wide range of geriatric services, including long-term care, a day care centre and assisted 

living apartments for the elderly. In 2018, the Group opened Zhukovka Rehabilitation Centre and Geriatric Centre 

(a fully-renovated multi-story facility with a total built-up area of 10,042 square metres), which offers a full range 

of inpatient and outpatient rehabilitation and geriatric services for the Group’s patients.  

The Group also plans to attract medical tourists (predominantly from other Russian regions as well as 

representatives of the Group’s core target group, which previously preferred to travel abroad for medical services) 

by offering treatment for complex medical cases requiring advanced level of medical expertise, high-tech 

equipment and the highest level of medical care. According to NEO Center, the Russian outbound medical tourism 

market was valued at U.S.$800–1,500 million in 2019, with the addressable market estimated to be approximately 

100 thousand patients per year. 

Further development of the oncology treatment platform based on the Group’s existing facilities and public-

private partnership projects in Moscow and other regions of Russia 

The Group intends to capture the growing demand for quality medical care in the Russian oncology market, 

including for radiation therapy, which is currently significantly underdeveloped, according to NEO Center. The 

Group plans to increase its cancer treatment capacity at its existing and new facilities with the support of its market 

leading medical team with advanced expertise in oncology. The Group plans to further invest in state-of-the-art 

medical equipment and continue introducing modern methods of cancer treatment.  
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In 2020, the Group launched a new oncology-focused medical centre at the International Oncology Centre in 

Moscow that was reconstructed under a Concession Agreement with the Moscow City government. The facility 

houses high-tech equipment for chemotherapy and radiotherapy, including eight linear accelerators. The 

International Oncology Centre in Moscow has an annual capacity of approximately 30,000 diagnostic procedures 

(including radio and laboratory diagnostics and histology), approximately 66,000 PET-CT cases (including one 

mobile PET-CT scanner and PET-CT scanners at EMC Schepkina Hospital), approximately 16,000 chemotherapy 

cases and approximately 8,000 radiotherapy cases (with all cases capacity calculated assuming two shifts per 

working day). The government-funded quotas for 2021 were 3,505 radiotherapy cases for the year (approved by 

the government) and approximately 600 chemotherapy cases per month. The Group’s capital expenditures on the 

International Oncology Centre in Moscow between 2021 and 2022, inclusively, are expected to be approximately 

RUB 2.4 billion. Pursuant to the terms of the Concession Agreement entered into for a term of 49 years and valid 

until May 2062, the medical centre at the International Oncology Centre in Moscow will provide medical care to 

patients financed through MHI under annual quotas, typically set by the Government towards the end of the 

preceding year, and also to patients financing medical care through other sources upon quotas fulfilment. State-

reimbursed patients will be referred to the clinic through an existing network of state oncology ambulatory centres 

in the region.  

The Group is also considering similar oncology diagnostics and treatment projects in other regions of Russia 

through the PPP framework. These initiatives involve the construction or refurbishment of existing state healthcare 

facilities and the instalment of modern medical equipment for cancer diagnostics and treatment in these facilities. 

These refurbished medical centres (to be operated by the Group) are expected to provide healthcare services to 

patients financed through state medical coverage, with a focus on diagnostics and treatment of cancer. In order to 

provide oncology patients with access to leading oncology expertise and technology and to reduce costs associated 

with operation (for example, training of medical staff), it is expected that medical facilities development and 

monitoring would be largely handled by the Group’s team of experienced doctors in Moscow, while the relevant 

procedures would be handled by medical staff on site at the relevant geographical location of each clinic. The 

Group plans to train such medical staff at its existing Oncology Institute that has access to the latest methods of 

treatment and modern equipment.  

Given the lack of modern equipment for cancer treatment and necessary expertise in Russian regional public 

healthcare facilities and limited competition from private healthcare providers, the Group envisions significant 

growth potential in such projects. In particular, in 2020, the Group started treating patients at the International 

Oncology Centre in Kolomna. 

Continued focus on improving operational efficiency and utilisation to increase margins 

The Group plans to continue to increase its gross and operating margins, particularly by continuing to improve 

operational efficiency and utilisation of its facilities. The Group believes that its business model, which 

incentivises (through, among other things, performance based remuneration) its medical practitioners to enhance 

operational efficiency and increase gross profit margins, will allow it to pursue further cost reduction and as a 

result maintain or improve its margins. The Group targeted its annual Adjusted EBITDA margin to increase, 

which is expected to occur as a result of the ramp-up of the EMC Maternity Hospital, the Zhukovka Rehabilitation 

Centre, International Oncology Centre in Moscow and Kolomna, improvement of operating leverage and growing 

utilisation of existing facilities, with the management targeting mid-to-low teen digit annual commercial medical 

revenue growth with a higher Adjusted EBITDA margin expansion. 

The Group has been focused on achieving further efficiencies, including by improved resource utilisation and 

working to attain the operational standards of internal and international best practice targets. The Group plans to 

continue to routinely conduct personnel assessments to ensure optimal staffing levels throughout its healthcare 

facilities without sacrificing exceptional level of medical service. 

The table below sets out the Group’s key medium-term financial targets. 

  2018-2020 results Mid-term target 

Revenue Medical revenue  ................................   9%(1) Mid-to-low 10%s(2) 
MHI services ......................................  25%(1) Low 20%s(2) 

Elderly care and other ........................  6%(3)(4) 5-6%(3) 

Adjusted 

EBITDA 

Adjusted EBITDA margin .................  
40.1%(4) Low-to-mid 40%s 

Taxes Income Tax Rate ................................  5.2%(4)(5) 0%(6) 

Capital 

expenditures and 

change in 

working capital 

Growths capital expenditures .............  16% (3)(4) High-to-low single digit(3) 
Maintenance capital expenditures ......  1.5%(3)(4) 1-2%(3) 

Change in working capital 

(6)%(3)(4) 0%(3)(7) 
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Notes: 

(1) CAGR for 2018-2020. 

(2) Year-on-year growth. 

(3) Share in Revenue, excluding construction revenue. 

(4) Average in 2018-2020. 

(5) Income tax changed from a tax expense of EUR 15,269 thousand in 2018 to a tax benefit of EUR 3,947 thousand in 2019 and 
EUR 36 thousand in 2020. 

(6) Permanent 0% income tax rate is applicable to medical business operation of the Group. 

(7) No change in working capital in expected in mid-term.  

History, Development and Group Structure 

History and Development 

Established in 1989, the Group has grown from several practices of non-Russian physicians mainly providing 

medical services to Moscow’s expatriate community to a fully-integrated healthcare services provider. The 

following are the principal events in the Group’s history and development: 

1989 The first clinic, originally comprising several offices of expatriate physicians, was founded with the 

participation of Europ Assistance (a French medical assistance company) to provide medical services to 

Moscow’s expatriate community and to foreigners visiting Moscow. 

2001 A multi-disciplinary clinic opened on Spiridonievsky Pereulok in Moscow, with an outpatient 

department, a diagnostics centre and a small inpatient hospital.  

2003 The European Dental Centre, the Group’s dental clinic, opened. 

2004 The Group further expanded its clinical practice (primarily in surgery) and launched an emergency care 

services unit.  

2006 OJSC Pharmacy Chain 36.6 acquired a 100% equity stake in CJSC European Medical Centre from a 

group of individual shareholders. 

The Group performed Russia’s first laser correction surgery of age-related presbyopia (far-sightedness). 

2008 Igor Shilov and partners (through Goldencorp Enterprises Inc.) acquired a 100% stake in ZAO European 

Medical Centre from OJSC Pharmacy Chain 36.6. 

The Group’s physicians were the first in Moscow to perform a successful operation to insert a Vibrant 

Med-El auditory implant. 

2009 A new hospital building opened on Orlovsky Pereulok in Moscow, with an outpatient and inpatient 

hospital, an intensive care unit and four ultra-modern operating theatres, as well as its own diagnostics 

centre with CT, MRI and mammography scanners, and endoscopy equipment. 

2010 The Group opened the Oncology and Haematology Clinic, which was one of the first private medical 

centres in Russia to obtain a licence for oncology treatment. 

2012 The Group opened a new multidisciplinary hospital on Schepkina Street in Moscow, with a broad range 

of cancer treatment technologies.  

The Group opened Russia’s first private clinical laboratory for pathomorphology and cytology. 

The Group was the first private clinic in Russia to perform a CT/MRI-guided biopsy. 

The Group was one of the first private clinics in Russia to perform gynaecological cancer surgeries using 

the Da Vinci Si HD Surgical System. 

Dehus Dolmen Nominees Limited as nominee on trust for Baring Vostok Private Equity Fund IV and 

Baring Vostok Fund IV Supplemental Fund, L.P., acquired a 27.8% equity stake in JSC European 

Medical Centre through the Company.  

2013 The Children’s Clinic at the European Medical Centre opened on Trifonovskaya Street. 

The Group acquired a 50.15% stake in Senior Group, a Russian operator of elderly care homes. 

The Group’s physicians performed the first in Russia robot-assisted cystoprostatectomy with lymph node 

dissection (removal of the bladder, prostate gland and lymph node chains using the Da Vinci Si HD 

Surgical System) on a patient diagnosed with a bladder tumour. 
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The Group entered into a Concession Agreement in respect of the International Oncology Centre in 

Moscow. 

2014 Arrival at the Group of world-renowned specialists in neurosurgery, spine surgery, liver surgery and 

transplants, and reconstructive and general urology. The Neurology and Neurosurgery Clinic introduced 

modern technologies for complex operations on patients with diseases of the brain and the spinal cord.  

The Group’s physicians performed the first total thyroidectomy (removal of a thyroid) in Russia using 

the Da Vinci Si HD Surgical System. 

The Group’s physicians performed the first robotic hemithyroidectomy in Russia (removal of a palpable 

abnormality in the right lobe of the thyroid using the Da Vinci Si HD Surgical System).  

The Family Medical Centre opened on Bogdanova Street in the Solntsevo district of Moscow. 

2015 The Group opened its Oncology Institute at the EMC Schepkina Hospital, including a Radionuclide 

Diagnostics Unit with PET/CT and SPECT-CT scanners and the Cyclotron and Radiochemical 

Laboratory Complex for synthesising of radiopharmaceuticals.  

The Group’s physicians performed the first neurosurgical operation on an adult patient in Russia using 

the innovative CustomBone technology to eliminate extensive skull defects resulting from trauma. 

2016 The Group was the first healthcare provider in Russia and Eastern Europe to perform breast-sparing 

surgical treatment with simultaneous intraoperative radiotherapy using the Xoft System. 

2017 The Group opened the EMC Maternity Hospital in Moscow. 

The Group opened the Malakhovka Geriatric Centre. 

The Group was the first in Russia to implant the latest device for the ventricular arrhythmias treatment 

and sudden cardiac death prevention (cardioverter-defibrillator Dynagen Mini DR) 

2018 The Group began to utilise Varian EDGE, the first innovative system for radiosurgical and radiotherapy 

treatment of oncological diseases in Eastern Europe. 

The Group opened the Zhukovka Rehabilitation Centre. 

2019 The Group was the first medical services provider in Russia to widen the scope of services through using 

medical devices for remote patient condition monitoring (TytoCare). 

2020 The Group opened the International Oncology Centre in Moscow. 

 The Group opened the International Oncology Centre in Kolomna.  

2021 The Group was the first medical services provider in Russia to start using AI system Zebra-med to 

enhance the quality of imaging analysis. 

Group Structure  

The chart below sets out the Group’s corporate structure as at the date of this Offering Memorandum: 
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The Company is the parent company of the Group. The Company was established in Cyprus in 2008 under the 

name United Medical Group CY Limited with registration number HE239393. On 20 May 2021, the shareholders 

of the Company resolved by way of special resolution to convert the Company into a public company and on 27 

May 2021, the Company changed its name to United Medical Group Cy PLC. The Company’s registered office is 

located at Gladstonos, 124, The Hawk Building, 4th Floor, 3032, Limassol, Cyprus. Also see “Principal and Selling 

Shareholders” for further information. 

Healthcare Services  

The Group operates a highly integrated “patient-centric” business model, offering a full range of outpatient and 

inpatient healthcare services, which services are built around its specialist clinics (referred to by the Group as 

“Clinics” or “departments”), in which the Group drives its clinical performance by utilising its state-of-the-art 

facilities and equipment to enhance the abilities of its highly qualified medical practitioners (physicians, 

technicians and nurses). The Group’s medical and healthcare processes are managed by the deputy head physicians 

in charge of the relevant departments, while nursing staff is supervised by the head nurse. The Group’s Clinics 

operate in accordance with internationally accepted healthcare standards. The Group’s main departments are 

described below. The heads of departments review all inpatient cases and certain outpatient cases. The Group’s 

deputy medical director for medical quality reviews approximately 10% of all inpatient cases and certain outpatient 

cases. The Group sometimes engages third party experts for the review of complex medical cases. In addition, the 

Group’s management prepares monthly reports with the key KPIs to monitor operational performance of the 

healthcare facilities.  

The Group’s outpatient visits (excluding MHI) continued to grow from 461,479 to 497,413 and 496,118 outpatient 

visits in 2018, 2019 and 2020, respectively, representing a CAGR of 3.7%. Over the same period, the number of 

hospitalisations (excluding MHI) decreased slightly at a CAGR of 3.4% from 8,648 to 8,769 and 8,075, 

respectively. The number of MHI visits increased with a CAGR of 56.9% from 18,473 to 26,234 and further to 

45,482 in 2018, 2019 and 2020, respectively. For the three months ended 31 March 2021, the Group’s outpatient 

visits (excluding MHI) and inpatient admissions (excluding MHI) amounted to 129,183 and 2,086, respectively.  

For the year ended 31 December 2020, Revenue, excluding construction revenue and MHI revenue generated by 

the Group’s various clinics was distributed as follows (according to the management’s estimates): 

• Oncology (includes oncology, radiation diagnostics and therapy, pathomorphological laboratory, 

radionuclide diagnostics) represented approximately 18%; 

• Women’s Health (includes obstetrics, gynaecology, mammology, reproductology) represented 

approximately 10%; 

• Internal Medicine (includes paediatrics and therapy) represented approximately 10%; 

• Traumatology and Orthopaedics (includes orthopaedics-traumatology, SPECT, physiotherapy) represented 

approximately 9%; 

• Emergency Care (includes ambulance, reanimation, urgent and emergency medical care (including for 

children)) represented approximately 7%; 

• Surgery (includes surgery and anaesthesiology) represented approximately 7%; 

• Geriatric Services represented approximately 6%; 

• Cardiovascular Diseases represented approximately 6%; 

• Dental represented approximately 5%; 

• Neurology and Neurosurgery represented approximately 4%; 

• Aesthetics (includes cosmetology and plastic surgery) represented approximately 4%; 

• ENT represented approximately 3%; 

• Urology represented approximately 3%; 

• Ophthalmology represented approximately 2%; 

• Dermatology represented approximately 2% 

• other (includes ambulatory and hospital departments, psychiatry, rehabilitation, X-Ray and vascular 

diagnostics and treatment, endoscopy, other specialists) represented approximately 4%. 
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Oncology Clinic  

The Oncology Clinic is one of the most technologically advanced clinics of its kind in Russia. Staffed with a team 

of renowned medical practitioners, it provides a broad range of oncology diagnostics, treatment and rehabilitation 

services, including:  

• early diagnosis of cancer and precancerous conditions (screening programmes); 

• modern techniques to diagnose the type and stage of cancer and its distribution, as well as to assess treatment 

options (PET/CT, SPECT/CT), including through the use of the Cyclotron and the Group’s in-house 

laboratory to synthesise PET radiopharmaceuticals; 

• modern and effective methods of radiotherapy (IGRT, IMRT, RapidArc, Gated RapidArc) and stereotactic 

radiosurgery (SBRT, SRS) using linear accelerators and intraoperative radiotherapy using the Xoft System; 

• surgical treatment, including robot-assisted surgery with the use of the Da Vinci Si HD Surgical System; 

• individualised chemotherapy, including targeted therapy based on genetic analysis of the tumour, 

immunotherapy and hormonal therapy; 

• palliative care, symptomatic treatment, home care and chronic pain control; 

• quality of life preservation (chemotherapy without hair loss, breast-sparing surgical treatment of breast 

cancer, preservation of reproductive functions, rehabilitation); and 

• psychological support for patients and their families (provided by psychotherapists with specialised training 

in psycho-oncology). 

The Oncology Clinic’s medical practitioners are renowned experts in radiology, oncology, radiotherapy and 

surgical oncology, with training and practical experience from leading institutions and clinics in Western Europe, 

the United States, Israel and Russia. The Group’s doctors were among the first in Russia to introduce robotic 

surgery with the Da Vinci Si HD Surgical System, which allowed the Group to become a leader in the use of 

organ-sparing surgical techniques for the treatment of cancer. 

The Oncology Clinic’s physicians participate in innovative international clinical research aimed at developing 

modern and experimental treatments, create programmes of continuing professional education for other doctors 

and organise international scientific and practical conferences in collaboration with leading medical centres around 

the world.  

The Oncology Clinic’s team of physicians also collaborates with its Pain Management Clinic for developing pain 

relief programmes for oncology patients.  

Women’s Health Clinic 

The Women’s Health Clinic comprises the Gynaecology and Gynaecologic Oncology Clinic, the Clinic of 

Reproductive and Prenatal Medicine and EMC Maternity Clinic, offering a full range of gynaecological, fertility 

and IVF, obstetrics and newborn care services.  

Gynaecology and Gynaecologic Oncology Clinic 

The Gynaecology and Gynaecologic Oncology Clinic offers a full range of outpatient and inpatient women’s 

health services. The Group offers routine primary preventive care (including regular examinations and screenings) 

and medical gynaecological treatments. The Clinic’s physicians perform complete diagnosis, prevention and 

treatment of gynaecological diseases and cancer, treat infertility and provide care services for ordinary and 

complicated pregnancies. 

The Group also offers inpatient treatment of complicated gynaecological and other women’s health problems, 

including through surgical procedures. Where possible, the Clinic’s physicians employ minimally invasive 

surgical techniques such as laparoscopic endovascular surgery.  

Clinic of Reproductive and Prenatal Medicine 

The Clinic provides a full range of reproductive and fertility-related medical services. Some of the Group’s key 

services in this field include pre-pregnancy counselling; assisted reproductive techniques (including ovulation 

induction, intrauterine insemination, IVF, intracytoplasmic sperm injection (ICSI), intracytoplasmic 

morphologically selected sperm injection (IMSI), assisted hatching, preimplantation diagnosis (PGD)); 

egg/sperm/embryo cryopreservation; donor and surrogacy programmes; as well as other related fertility services, 

including medical psychology services.  
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The Clinic of Reproductive and Prenatal Medicine closely cooperates with the Group’s other women’s health 

Clinics.  

EMC Maternity Clinic  

EMC Maternity Clinic provides a full range of obstetrics services, including pregnancy management (such as 

prenatal care and assessment) and labour services, for patients with normal pregnancies as well as high-risk 

patients, patients with multiple pregnancies, and patients with pregnancies after IVF. Some of the Clinic’s services, 

including IVF and certain gynaecological surgeries, such as surgery treatment of urine incontinence, are offered 

under MHI programmes. 

The Group’s physicians take a multidisciplinary and collaborative approach to pregnancy management and oversee 

a patient’s care throughout the pregnancy. As part of its pregnancy management services, the Group offers 

ultrasound examinations, genetic screenings, assessment of infectious disease risks and other related services, 

which identify potential pregnancy challenges and develop an appropriate medical treatment plan. In the case of 

high-risk pregnancies, the Group’s physicians provide a comprehensive assessment and therapy plan by 

collaborating with perinatologists, genetic counsellors, ultrasonographers, neonatologists and other specialists 

(including at the Group’s other Clinics). In addition, the Group provides postpartum care including physiotherapy.  

The Group offers the latest labour and delivery technology and expertise. The Group’s anaesthesiologists are 

specifically trained in obstetric care to provide expert advice and assist with the labour process. 

The Group’s labour services extend to the post-natal period. The Group’s physicians, in cooperation with the 

Children’s Clinic, also provide care for foetuses and newborn babies, depending on the level of risk and potential 

complications from labour. The Clinic operates an intensive care unit for newborn babies, a premature baby care 

department and a newborn baby pathology department, which, together, offer a full range of services related to 

primary care for newborn babies. The Group treats newborn babies with medical problems associated with being 

born prematurely and provides post-surgical care for newborn babies that have undergone surgical, open-heart or 

neurosurgical interventions.  

The Clinic’s physicians treat patients at the EMC Maternity Hospital. 

Breast clinic 

The Clinic provides a full spectrum of medical care for breast cancer, including early diagnosis with the use of 

modern, high-precision equipment, surgical treatment and rehabilitation, according to American and European 

protocols. The Clinic’s physicians provide a complete standardised breast examination in one day, including digital 

mammography with tomosynthesis, ultrasound with elastography and Doppler, MRI (MR mammography) and if 

necessary, all types of tissue biopsy.  

Internal Medicine Clinic  

The Internal Medicine Clinic is one of the largest of the Group’s Clinics. In addition to its general medicine 

practice, the Internal Medicine Clinic’s other key medical specialties comprise gastroenterology, endocrinology, 

pulmonology, emergency and home care, neurology, dermatology, psychiatry, nephrology and rheumatology. 

The Group’s highly qualified general practice physicians have diverse experience (including clinical experience 

at leading foreign clinics) in providing diagnostics and treatment for a variety of different medical conditions. The 

Group believes that its general practice physicians are highly regarded in the medical community and they are 

regularly invited to participate in international conferences.  

The Internal Medicine Clinic closely cooperates with the Group’s other Clinics and departments, to which general 

practice physicians refer patients requiring a further specialist diagnosis and/or treatment. The Clinic’s physicians 

treat patients at the EMC Schepkina Hospital, the EMC Orlovsky Hospital and the EMC Spiridonievsky Hospital.  

Children’s Clinic 

The Group’s Children’s Clinic is a part of the Internal Medicine Clinic. 

The Group’s paediatrics services comprise a full range of outpatient and inpatient care for babies from 6 months 

old to children up to the age of sixteen. The Clinic also provides outpatient care for newborns.  

The Group’s outpatient paediatrics services comprise regular check-ups, tests and other paediatric health 

consultations, immunisations and other healthcare services. The paediatric physicians evaluate the physical and 

mental progress of children and, if necessary, create a development plan for each child based on age and other 

characteristics. The Group also offers consultations with various medical specialists, including neurologists, 

ophthalmologists, orthopaedists, allergologists, gastroenterologists and psychologists. In addition, the Group 
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provides home visits by paediatric physicians and other specialists for paediatric patients who prefer more 

personalised and confidential in-home care. 

The Group’s paediatric inpatient facility specialises in treating a wide range of paediatric health problems and 

offers a broad range of diagnostics and treatment services. The Group’s paediatric ambulance medical teams offer 

expert emergency services and 24-hour assistance to the Group’s paediatric patients.  

The Clinic’s physicians treat patients at the EMC Trifonovskaya Hospital. 

European Clinic of Sports Traumatology and Orthopaedics (“ECSTO”) 

The Clinic offers a full range of medical services related to sports traumatology and orthopaedics, including 

arthroscopy and replacement arthroplasty, treatment of open and closed fractures (including hip, rib, ankle, lower 

leg and finger fractures), sprains and torn ligaments (including knee ligaments, cruciate ligaments and ankle 

ligaments), dislocations (including shoulder, hip and ankle dislocations), blunt trauma injuries treatment (including 

to the feet, hands, fingers, knees, tailbone and soft tissues), damage to the muscles and tendons, and combined 

injuries.  

The Clinic offers diagnostics and treatment of injuries and diseases of the upper and lower limb pathology, 

providing complex reconstructive surgeries using microsurgery and reconstructive plastic surgery techniques. The 

Clinic has a trauma centre with an emergency care unit, which operates around the clock, providing diagnostics 

(including with the use of CT, MRI and other X-rays and ultrasound technologies) and emergency treatment. In 

addition, the Clinic offers comprehensive post-surgery recovery programmes, including “at home” rehabilitation 

treatments. The Clinic’s physicians treat patients at the EMC Orlovsky Hospital.  

Emergency services 

Emergency department physicians, as well as surgery and anaesthesia teams, are on duty 24 hours a day, every 

day of the year at all the Group’s hospitals. The Group’s physicians treat any patient with no appointment 

necessary. The Group’s doctors also make emergency house calls. The Group offers intensive/emergency care for 

patients with conditions of any complexity. 

Surgery Clinic 

The Surgery Clinic comprises the Department of General and Emergency Surgery; the Department of 

Coloproctology; the Department of Paediatric Surgery; the Department of Endoscopy. The Surgery Clinic’s 

doctors perform a full range of surgeries of various levels of complexity. Certain key surgical treatments provided 

are:  

• emergency and urgent surgery: all types of emergency surgical interventions; 

• general surgery: all types of open and laparoscopic operations for diseases of the abdominal cavity organs 

and soft tissues; 

• oncology surgery: all types of surgery on tumours of the lung, oesophagus, stomach, liver, pancreas and 

intestines; 

• hepato-pancreaticoduodenal surgery: all types of surgery on the liver, pancreas and biliary tract, including 

interventional radiology endo-surgery techniques; 

• coloproctological surgery: all types of surgical treatments for diseases of the colon and rectum, including 

laparoscopies, endo-surgery, and robot-assisted technologies; 

• thoracic and thoracioabdominal surgery: all types of surgical treatments of diseases of the chest cavity and 

mediastinum, including complex methods of closed thoracoscopic interventions; 

• bariatric surgery: all types of surgical treatments of excess weight, obesity and related complications; and 

• wound surgery: all types of surgical treatments of abscesses, phlegmon, venous stasis ulcers, complications 

of infection and diabetic wounds. 

The Group also provides other types of surgical care, including urologic (at the Urology Clinic), neurosurgical (at 

the Neurology and Neurosurgery Clinic), trauma (at the European Clinic of Sports Traumatology and 

Orthopaedics), gynaecological (at the Gynaecology and Gynaecologic Oncology Clinic), breast (at the Breast 

Clinic), plastic and reconstructive (at the Aesthetics Clinic and the Clinic of Plastic and Reconstructive Surgery) 

and organ (at the ENT - Head and Neck Surgery Clinic) surgery. 
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The Group’s surgical facilities are equipped with state-of-the-art surgical systems (such as the Da Vinci Si HD 

Surgical System, installed at the EMC Schepkina Hospital) which allow it to perform surgeries of various types 

and degrees of difficulty. Most departments of the Surgery Clinic are located at the EMC Schepkina Hospital.  

Geriatric Services 

The Group offers a wide range of short-term and long-term geriatric services, including general geriatric services 

(such as the provision of special-purpose housing; professional nursing services; general assistance; psychological 

and social care programmes; emergency care; medical procedures and regular medical examinations); senior 

rehabilitation programmes (such as post-surgery and post-stroke care; and physiotherapy); Alzheimer’s and 

dementia care; and assisted living (housing with 24-hour assistance and emergency care services). The Group 

provides services to patients with varying levels of independence, including fully independent patients, mobile 

patients (using walking sticks or walking frames), and patients with limited mobility (bedridden and immobile 

patients). All services are provided pursuant to an individual care plan developed for each patient, which takes into 

account their specific requirements.  

The Malakhovka Geriatric Centre and the Zhukovka Geriatric Centre are marketed by the Group as “premium 

class” facilities, while the other facilities are marketed as “comfort class” facilities. The Group provides services 

in accordance with international quality standards and practices developed in Israel. The Group’s doctors employ 

an interdisciplinary approach when making key decisions, consulting Israeli specialists (for example, Ramat Tamir 

at Geriatrics Department of Southern District of the Ministry of Health of Israel in Jerusalem, Israel) and leading 

geriatric physicians. 

The Group’s three geriatric centres comprise the Malakhovka Geriatric Centre, the Zhukovka Geriatric Centre and 

the Belikovo Geriatric Centre. In 2020, the number of resident days (calculated as total number of customers 

multiplied by length of stay in days) amounted to 86,351 and the average price per patient-day was RUB 4,528. 

The Group also offers home nursing and patronage services. The clients may apply for such services directly or 

through state labour and social security departments (in such case the fees for the services are covered by the 

government funds). As at 31 March 2021, the Group’ patronage service had 558 nurses and 1,840 care recipients. 

In 2020, average number of care recipients under patronage service amounted to 2,022 and the average check per 

patient-day for the patronage services amounted to RUB 538. 

Cardiovascular Diseases Clinic 

The Cardiovascular Diseases Clinic offers a broad range of outpatient and inpatient cardiovascular-related 

services. Some of the key services include echocardiography, coronary angiography, electrophysiology, 

diagnosing and treating venous diseases, anticoagulation (blood thinning) treatment, as well as 24-hour 

electrocardiogram (ECG) monitoring. The Clinic offers modern, non-invasive techniques of cardiovascular 

examination to diagnose serious diseases related to lesions of heart and vessels as well as initial forms of 

cardiovascular system impairment. The Group’s inpatient services include a broad range of surgical and non-

surgical care.  

The Clinic’s physicians treat patients at the EMC Schepkina Hospital.  

Dental Clinic 

The Clinic offers a full range of dental services, including preventative care, remedial care, orthodontic, 

prosthodontic, surgical dental treatments and cosmetic dentistry, such as teeth whitening, and porcelain veneers 

and crowns. The Clinic’s physicians hold patents for certain dental implants, orthodontic devices and treatment 

techniques. The Clinic has its own dental laboratory for the production of orthopaedic and orthodontic structures 

using modern techniques and materials, including 3D scanners, CAD/CAM and ZIRKONZAHN milling 

machines. 

The Clinic’s physicians treat patients at the EMC Schepkina Hospital.  

Neurology and Neurosurgery Clinic 

The Clinic offers a full range of services for patients with diseases of the central and peripheral nervous systems, 

from diagnostics to high-tech surgical treatment, including medical emergency services. 

In addition to outpatient services, the Group offers inpatient treatment for patients with complicated neurological 

diseases, as well as treatments that require invasive examinations or special monitoring techniques. For patients 

with severe and progressive autoimmune neurological diseases, the Clinic offers exchange and immune-

suppression therapy using plasmapheresis/plasma. Physicians of the Clinic’s department of neurosurgery are 

capable of performing surgery for most diseases of the nervous system, including benign and malignant tumours 

of the brain, spinal cord and peripheral nerves, epilepsy; post stroke status, and injuries to the brain and spine. 
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The Clinic’s physicians treat patients at the EMC Schepkina Hospital and the EMC Orlovsky Hospital. 

Aesthetics Clinic 

The Group’s Aesthetics Clinic offers a broad range of services in plastic and reconstructive surgery, and cosmetic 

dermatology. Some of the key services provided by the Aesthetics Clinic are plastic and reconstructive surgery, 

body sculpturing surgery (and other non-invasive body sculpturing techniques), anti-aging technologies, cellular 

and platelet rejuvenation, injection and machine cosmetology, and treatment of complicated cases of hair loss. The 

Group believes that the Aesthetics Clinic is one of the leading clinics in Russia in the field of cellular rejuvenation 

based on the number of SPRS (service for personal regeneration of skin) therapy procedures (rejuvenation using 

autologous fibroblasts) performed. The Group believes that the Aesthetics Clinic’s doctors are well-known and 

highly reputable experts in the field of cosmetology and plastic surgery, with decades of experience.  

The Clinic’s physicians treat patients at the EMC Spiridonievsky Hospital and at the EMC Orlovsky Hospital. 

ENT - Head and Neck Surgery Clinic 

ENT and Head and Neck Surgery Clinic provides diagnostics, prevention, and conservative and surgical treatment 

for ear, nose and throat diseases. The Clinic also performs palatine tonsil removal, tympanum shunting, surgical 

treatment for chronic otitis media, complicated operations to correct and restore hearing, as well as surgical 

treatment for diseases of the voice box. The Clinic’s team of physicians offers treatment of balance problems, 

snoring, apnea (cessation of breathing during sleep), using different diagnostic methods (including 

polysomnography and SLEEP-endoscopy). 

The Clinic’s physicians treat patients at the EMC Schepkina Hospital, the EMC Orlovsky Hospital, the 

EMC Spiridonievsky Hospital and the EMC Trifonovskaya Hospital. 

Urology Clinic 

The Clinic provides highly specialised and comprehensive care for patients with urogenital diseases. The Clinic’s 

key services comprise all subspecialties of modern urology, including urological oncology (prostate, bladder and 

renal cancer), urinary stone disease, andrology and men’s reproductive health issues (infertility, erectile 

dysfunction, etc.), reconstructive urology (urethral strictures, hypospadias, fistulas), female urology, neurourology 

and urodynamics (frequent urination, stress/urge/mixed urinary incontinence). The Clinic offers minimally 

invasive high-tech surgery (laparoscopic, endoscopic and robot-assisted procedures), as well as reconstructive 

surgery of the urethra, urinary bladder and ureter. 

The Clinic’s special surgical expertise is in robotic surgery (more than 1,500 treatments having been carried out 

since the introduction in 2004, including urological implants for the restoration of erectile function and urinary 

continence, minimally invasive urinary stone disintegration and removal, and reconstruction of the urethral 

strictures and fistulas). 

The Clinic’s physicians treat patients at the EMC Schepkina Hospital, the EMC Orlovsky Hospital, the EMC 

Trifonovskaya Hospital and the EMC Spiridonievsky Hospital; high-tech surgeries are performed exclusively at 

the EMC Schepkina Hospital.  

Ophthalmology Clinic 

The Clinic offers a full range of ophthalmological diagnostics and treatment services (including surgery of any 

complexity). The Clinic’s specialists also offer 24-hour emergency care. Some of the key services offered by the 

Clinic include ultrasonic surgical treatment of cataracts with implantation of a soft intraocular lens; surgical 

treatment of glaucoma with microinvasive drainage; high-tech sutureless micro-invasive surgical treatment of 

retinal detachment (uncomplicated and complicated cases accompanied by pathological vitreous changes); surgical 

correction of all types of vitreous opacities, including diabetic degenerative conditions; pleopto-orthoptic treatment 

of different types of amblyopia (lazy eye); laser intervention for various kinds of chorioretinal dystrophies; and 

endovitrial treatment for macular degeneration.  

The Clinic’s physicians treat patients at the EMC Schepkina Hospital, the EMC Orlovsky Hospital and the 

EMC Trifonovskaya Hospital. 

Clinic of dermatology, venerology, allergology and immunology 

The Clinic diagnoses and provides treatment for skin diseases, venereal problems, allergy testing and 

determination of proper therapy, immune system problems, inspection and removal of dangerous moles, podiatric 

care of the nail plates and skin care of the feet, pathogenic flora tests, and photo- or cosmetic procedures for skin 

and hair. 
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The Clinic’s physicians treat patients at the EMC Schepkina Hospital, the EMC Orlovsky Hospital, the EMC 

Spiridonievsky Hospital and the EMC Trifonovskaya Hospital. 

Other Clinics and medical specialties 

Psychiatry and Psychotherapy Clinic 

The Clinic offers a full range of psychiatric and psychotherapeutic services, including comprehensive assessment 

and treatment of psychological conditions and psychoemotional maladjustments, focusing on the psychosocial 

rehabilitation of patients with the aim of helping them achieve a stable psychological state. 

The Clinic offers the following key services: treatment of depression, bipolar disorder, anxiety and panic disorders; 

psychosocial therapy and rehabilitation of schizophrenia spectrum disorders; support during long-term 

psychoemotional stress or acutely stressful situations; treatment of psychological disorders in older age; 

psychological support programmes for patients with serious (including oncological) diseases; treatment of eating 

disorders; treatment of dependent (addictive) behaviours; and child and adolescent psychotherapy. 

The Clinic’s physicians treat patients at the EMC Schepkina Hospital, the EMC Orlovsky Hospital and the EMC 

Trifonovskaya Hospital.  

Rehabilitation services  

Following launch of the Zhukovka Rehabilitation Centre in the third quarter of 2018, the Group offers a full range 

of inpatient and outpatient rehabilitation services including post-surgery and post-stroke care, physiotherapy, 

neurological, orthopaedic, oncological and geriatric rehabilitation, as well as recovery and rehabilitation 

consultations. 

The rehabilitation services are provided at Zhukovka Rehabilitation Centre. 

Facilities 

Overview of the facilities 

The Group operates a network of seven multidisciplinary medical centres, one maternity hospital, one 

rehabilitation centre and three geriatric centres. The Group’s medical facilities are organised as competence 

centres, in which physicians, equipment and the supporting personnel are centred around a particular medical 

specialty (or specialties, as in the case of a full-service hospital, such as the EMC Schepkina Hospital). All EMC-

branded medical facilities (except for the Zhukovka Rehabilitation Centre) are located in central Moscow within 

a short distance of one another, which allows the Group to enhance the use of each of the facilities through a flow 

of doctors and patients between the facilities that are best geared toward providing a particular kind of medical 

service or treatment; which results in an increase in the utilisation of each of the facilities’ specialties. With their 

highly qualified physicians and technical support staff and state-of-the-art medical equipment, the Group’s 

facilities offer patients a high level of service in each of the fields in which the Group operates.  
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The following chart sets forth a map of the Group’s medical facilities. 

  

The following chart sets forth a map of the Group’s geriatric centres.  
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The following table sets forth information on the Group’s healthcare facilities as at the date of this Offering 

Memorandum:  

 Healthcare facilities 

 Year opened Size (m2) Ownership(1) Beds(2) ICU beds 

Hospitals      
EMC Schepkina ......................................................  2012 14,806 owned 70 10 

ЕМС Orlovsky ........................................................  2009 4,913 owned 34 8 

EMC Trifonovskaya ................................................  2013 1,621 long-term lease 10 1 
EMC Spiridonievsky ...............................................  2001 1,592 long-term lease 11 1 

EMC Maternity  ......................................................  2017 5,848 long-term lease 47 10(3) 

International Oncology Centre in Moscow ..............  2020 44,993(4) concession 32 - 
Family Medical Centre at Solntsevo .......................  2014 4,792 long-term lease 8 - 

Zhukovka Rehabilitation Centre ..............................  2018 6,482(5) long-term lease 25(6) - 

International Oncology Centre in Kolomna .............  2020 1,995 concession 38 - 
Geriatric Centres(7)      

Malakhovka Geriatric Centre ..................................  2017 8,201 owned 160 - 

Belikovo Geriatric Centre .......................................  2015 1,830 owned 56 - 
Zhukovka Geriatric Centre ......................................  2018 3,560 long-term lease 60 - 

Expansion plans      

MONIKI..................................................................  2022 4,655 long-term lease 27 - 
 

Notes: 

(1) The ownership status relates to the ownership rights attaching to the building, but not to land. 

(2) Including ICU beds. 

(3) 5 ICU beds for adults and 5 ICU beds for newborns.  

(4) Total size, of which 30,620 square metres is under operation. 

(5) Total area of Zhukovka accounts for 10,042 square metres, which is divided between rehabilitation centre (6,482 square metres) and 
geriatric centre (3,560 square metres). 

(6) Excluding geriatric centres beds. 

(7) The Group owns 50.15% in Senior Group; the remaining stake is held by unrelated third party. 

EMC Schepkina Hospital 

The Group opened the EMC Schepkina Hospital in 2012. It is the Group’s largest hospital and the cornerstone of 

its healthcare facilities network. The EMC Schepkina Hospital offers the most comprehensive portfolio of services 

of all the Group’s facilities at its purpose-built, seven-story building with a total built-up area of approximately 

14,806 square metres.  

The hospital offers a full range of outpatient and inpatient medical and surgical services, as well as 24-hour 

emergency services. It is equipped with state-of-the-art systems for diagnosing, treating and rehabilitating patients, 

which the Group believes distinguishes it from other providers’ medical centres located in Moscow or elsewhere 

in Russia. Medical services offered at the hospital include general surgery, neurosurgery, nephrology, radiology 

(including an endovascular operative theatre for patients with cardiac diseases and with neurosurgical diseases), 

angiology, cardiology and neurology services, urology, diagnostics, clinical laboratory, imaging studies (including 

magnetic resonance imaging, positron emission computed tomography, three linear accelerators, 

echocardiography and X-rays), and emergency room, step down and intensive care services.  

The hospital’s particularly advanced capabilities are in the fields of oncology, radiation therapy, diagnostics, 

cardiology and surgery. The hospital houses the Group’s Oncology Institute’s Radiology Department and 

Radiotherapy Centre with modern equipment, including CT, PET/CT and SPECT scanners, and radiotherapy and 

radiosurgery systems. Uniquely for Russian private clinics, the hospital also has an in-house laboratory to 

synthesise PET radiopharmaceuticals, for the Group’s own use as well as offered for sale to third-party operators. 

The hospital also houses the Endoscopy Department, which offers diagnostics examinations services, as well as 

high-tech endoscopic and surgical operations. 

The Group’s multispecialty surgical complex has five operating theatres equipped with the Da Vinci Si HD 

Surgical System and other equipment to perform surgery (including microsurgical operations) of various levels of 

complexity, including surgeries on brain and spinal cord, functional neurosurgery, intraoperative radiation therapy, 

neuronavigation, eye surgeries, ENT surgeries, gynaecology, urology and general surgeries. 

The hospital is one of the largest privately-operated hospitals in Russia. In 2018, the Group’s EMC Schepkina 

Hospital received JCI accreditation covering all of its business processes. In March 2021, EMC Schepkina Hospital 

passed the JCI reaccreditation. The hospital has an ISO 9001:2000 certification for quality since 2012 and was 

reaccredited for ISO 9001:2015 in March 2021.  
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ЕМС Orlovsky Hospital 

The Group opened the EMC Orlovsky Hospital in 2009. It is the Group’s second largest hospital, located at a 

purpose-built, eight-story building with a total built-up area of 4,913 square metres. The hospital is full-service, 

with an outpatient department, a diagnostics centre, an inpatient department, an intensive care unit, four operating 

theatres, and 24-hour emergency services facilities.  

The hospital’s cornerstone clinic is the ECSTO, which is the largest private orthopaedic clinic in Russia. ECSTO 

offers a full range of orthopaedic medical services, from diagnostics to rehabilitation. The hospital provides a wide 

range of services in the field of orthopaedics, including arthroscopy, joint replacement and arthroplasty, hand and 

foot surgery, reconstructive microsurgery, paediatric orthopaedics and rehabilitation and regenerative medicine.  

Other medical services offered at the hospital include dermatology, neurology, cardiology, ophthalmology, 

urology, endoscopy, plastic surgery and cosmetology, psychiatry, ENT services, endocrinology, and 

gastroenterology. 

The hospital has an ISO 9001:2000 certification for quality since 2009, and was reaccredited for ISO 9001:2015 

in March 2021.  

EMC Trifonovskaya Hospital 

The EMC Trifonovskaya Hospital opened in 2013. It is a multidisciplinary children’s hospital offering a full range 

of children’s medical services, including otorhinolaryngology, ophthalmology, orthopaedics, neurology, 

gastroenterology, allergology and immunology, endocrinology, haematology, dermatology, urology, cardiology, 

surgery, neurosurgery and maxillofacial surgery, psychology and psychotherapy, dental care and logopaedics.  

The hospital’s 1,621 square metre building houses an outpatient facility with specialists from all major medical 

fields, a department of emergency and elective surgery, an inpatient department and a rehabilitation department. 

The EMC Trifonovskaya Hospital also provides 24-hour emergency paediatric surgery services. The hospital is 

equipped with state-of-the-art technology for diagnosing, treating and rehabilitating patients.  

The hospital has an ISO 9001:2000 certification for quality since 2013, and was reaccredited for ISO 9001:2015 

in March 2021.  

EMC Spiridonievsky Hospital 

The EMC Spiridonievsky Hospital was the Group’s first hospital, opened in 2001 and fully refurbished in 2017. 

The EMC Spiridonievsky Hospital is a modern multidisciplinary medical facility with a total built-up area of 1,592 

square metres housing an outpatient department and an inpatient department with several versatile surgery theatres. 

The hospital has a wide range of diagnostics (USE, X-rays), therapeutic and surgical capabilities, concentrating 

on aesthetic medicine, cosmetology, as well as aesthetic and reconstructive surgery (including with the use of 

patients’ own biological material). The hospital also offers 24-hour emergency services and intensive care services 

for children and adults. 

The hospital held an ISO 9001:2000 certification for quality since 2001, and was reaccredited for ISO 9001:2015 

in March 2021.  

EMC Maternity Hospital 

The EMC Maternity Hospital, the Group’s first maternity hospital, opened following reconstruction in July 2017. 

The hospital provides obstetrics and newborn care to the highest international medical standards at its four-story 

building with a total area of 5,848 square metres. The Group’s capital expenditures invested in the project were 

EUR 22 million. 

The hospital’s services are in the field of fertility and IVF treatment, pregnancy care (including expert-level 

ultrasound examinations, genetic screenings, and assessment of infectious disease risks), neonatal care (with a 

state-of-the-art neonatal intensive care unit equipped for complex and advanced care for extremely premature 

neonates), maternal care (with a modern intensive care unit for critically ill patients or patients following 

complicated deliveries), and obstetrics and gynaecology. The EMC Maternity Hospital also offers a range of labour 

and delivery management services with the most modern pain relief techniques.  

The EMC Maternity Hospital has an ISO 9001:2015 certification for quality since 2018, and was reaccredited for 

in March 2021.  

In 2020, the EMC Maternity Hospital had 5,711 patients.  
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The table below sets out key operational and financial metrics in relation to the EMC Maternity Hospital. 

 2020 2019 2018 

EMC Maternity Hospital revenue (in EUR), including:  ..................  11,013,259 10,407,440 7,456,851 

inpatient ....................................................................................  5,645,667 4,293,694 2,500,795 

outpatient ..................................................................................  5,367,592 6,113,746 4,956,056 
Revenue from deliveries (in EUR)  ..................................................  5,163,067 3,661,356 1,645,702 

Share in total EMC Maternity Hospital revenue (in %) ............  47% 35% 22% 

Number of deliveries ........................................................................  541 401 268 
Average delivery check (in EUR)  ...................................................  9,544 9,131 6,141 

Family Medical Centre at Solntsevo 

The Group opened the Family Medical Centre in 2014. It is a hospital targeted at middle-class customers with 

services priced at rates below those of the Group’s other medical facilities. The Family Medical Centre is a modern 

four-story building with a total built-up area of 4,792 square metres. It has an outpatient and an inpatient 

department. The Family Medical Centre is not branded EMC, primarily because its marketing strategy is to present 

the centre as an affordable high-quality alternative to public medical facilities. The Group also provides 

chemotherapy under MHI at the Family Medical Centre. 

The Family Medical Centre offers a wide range of services with more than 25 specialities, including paediatrics, 

child neurology, cardiology, endocrinology, surgery, otorhinolaryngology, urology, ophthalmology, cosmetology 

and dental services. The hospital also offers a 24-hour emergency and intensive care services. The hospital is fitted 

with modern radiodiagnostic equipment, including CT, MRI and other X-rays and ultrasound technologies. Other 

medical services offered at the hospital include gynaecology, IVF, endoscopy and breast care. 

The table below sets out key operational and financial metrics in relation to the Family Medical Centre. 

 2020 2019 2018 

Average ticket (in EUR)    

inpatient (including MHI) .........................................................  2,476 2,265 1,051 
outpatient (including MHI) .......................................................  262 42 43 

inpatient (excluding MHI) ........................................................  1,412 1,634 1,188 

outpatient (excluding MHI) ......................................................  39 42 43 
Number of visits (in thousand)    

inpatient (including MHI) .........................................................  5.7 4.2 0.5 

outpatient (including MHI) .......................................................  77 60 56 
inpatient (excluding MHI) ........................................................  0.2 0.1 0.1 

outpatient (excluding MHI) ......................................................  57 59 56 

Utilisation (in %)    

inpatient ....................................................................................  29% 17% 18% 

outpatient ..................................................................................  25% 26% 25% 

Malakhovka Geriatric Centre 

The Group opened its Malakhovka Geriatric Centre in 2017. The Malakhovka Geriatric Centre has a main geriatric 

centre building with a total built-up area of 8,201 square metres with capacity for up to 160 residents. The Group 

has invested EUR 12 million into the project. 

The Malakhovka Geriatric Centre offers a wide range of services, including long-term care, a day centre and flats 

for the elderly (assisted living). The Malakhovka Geriatric Centre is fitted with standing frames, modern hospital 

beds, state-of-the-art rehabilitation equipment, alarm buttons and specialised geriatric furniture. 

As at 31 March 2021, the Malakhovka Geriatric Centre had 109 employees, 30 physicians, 50 other medical staff 

and 29 administrative staff.  

Belikovo Geriatric Centre 

The Group’s Belikovo Geriatric Centre was opened in 2015. The Belikovo Geriatric Centre has a total built-up 

area of 1,830 square metres with capacity for up to 56 residents.  

The Belikovo Geriatric Centre offers a wide range of services, including long-term care based on individual plans, 

24-hour assistance and emergency care services, and Alzheimer’s and dementia care. The Belikovo Geriatric 

Centre is fitted with modern equipment, modern hospital beds, alarm buttons and specialised geriatric furniture. 

As at 31 March 2021, the Belikovo Geriatric Centre had 18 employees, comprising 6 physicians, 5 other medical 

staff and 7 administrative staff.  

International Oncology Centre in Moscow 

In May 2013, the Group entered into a Concession Agreement with the Moscow City government for the 

reconstruction of the International Oncology Centre in Moscow and establishment of an oncology-focused medical 
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centre at that site. In 2017, the Moscow City government renegotiated certain terms of the Concession Agreement. 

Pursuant to the amended terms of the Concession Agreement, the hospital’s total built-up area after completion of 

all stages of the reconstruction is expected to be up to 86,000 square metres.  

The Group launched the International Oncology Centre in Moscow in 2020. As at 31 March 2021, the Group’s 

concession contribution to this project was approximately EUR 63.8 million (including capitalised interest and 

related translation effect representing approximately EUR 8 million).  

The International Oncology Centre in Moscow has an annual capacity of approximately 30,000 diagnostic 

procedures (including radio and laboratory diagnostics and histology), approximately 60,000 PET-CT cases 

(including PET-CT scanners at EMC Schepkina Hospital), approximately 16,000 chemotherapy cases and 

approximately 8,000 radiotherapy cases (with all cases capacity calculated assuming two shifts per working day). 

The government funded quotas for 2021 were 3,505 radiotherapy cases for the year (approved by the government) 

and approximately 600 chemotherapy cases per month. The International Oncology Centre in Moscow has eight 

linear accelerators. 

In 2020, the utilisation rates for services provided by the International Oncology Centre in Moscow amounted to 

approximately 50% for radiotherapy, approximately 40% for PET/CT (recently launched) and approximately 10% 

for chemotherapy (recently launched). Currently, the International Oncology Centre in Moscow has utilisation rate 

at 52% with 68% utilisation rate expected in 2022. 

As at 31 March 2021, the International Oncology Centre in Moscow has 32 beds.  

International Oncology Centre in Kolomna  

In 2020, the Group launched a department of chemotherapy at the Central District Hospital in Kolomna with total 

capacity of 850 patients per month. The day hospital has 38 beds and occupies 1,995 square metres. In May 2021, 

the Group launched the radiotherapy department with Halcyon linear accelerator with a projected capacity up to 

1,500 3D/4D-conformal radiation therapy sessions per year. As at 31 March 2021, the Group invested 

approximately RUB 600 million in the project and approximately RUB 80 million is expected to be invested in 

completion of the project.  

Currently, the International Oncology Centre in Kolomna has the utilisation rate of 73% with 80% utilisation rate 

expected in 2022. 

As at 31 March 2021, the International Oncology Centre in Kolomna had 48 employees, comprising 10 physicians, 

31 other medical staff and 7 administrative staff.  

Zhukovka Rehabilitation Centre and Geriatric Centre 

The Group opened a rehabilitation and geriatric centre in Zhukovka, an affluent suburb of Moscow, in 2018. The 

facility houses in a fully-renovated multi-story building with a total built-up area of 10,042 square metres. As at 

31 March 2021, the Group has invested approximately EUR 20.5 million in the project. 

The facility is offering a full range of inpatient and outpatient rehabilitation services for the Group’s patients, 

including post-surgery and post-stroke care, physiotherapy, neurological, orthopaedic, oncological and geriatric 

rehabilitation, consulting on recovery and rehabilitation, and other services. The facility provides rehabilitation 

services on the basis of a multidisciplinary individual programme combining intensive and assistive rehabilitation 

techniques. The facility has 25 beds for rehabilitation. The centre is equipped with the latest rehabilitation 

equipment; most of the equipment has a biofeedback system (BFS), which allows continuous monitoring of various 

physiological parameters and helps patients to control them by means of multimedia, gaming and other techniques. 

The facility also houses a geriatric centre with 60 beds and offer a full range of geriatric services.  

As at 31 March 2021, the Zhukovka Rehabilitation Centre had 50 employees, comprising 11 physicians, 34 other 

medical staff and 5 administrative staff.  

Zhukovka Rehabilitation Centre obtained the ISO certification in 2020. 

In 2020, the average check at the Zhukovka Rehabilitation Centre amounted to EUR 426 per inpatient day and 

EUR 131 per outpatient visit. The table below sets out key operational and financial metrics in relation to the 

Zhukovka Rehabilitation Centre. 

 2020 2019 2018 

Number of inpatient days ...................  4,487 3,121 118 

Number of outpatient visits ................  6,201 3,516 155 

The Zhukovka Geriatric Centre has a main geriatric centres building with a total built-up area of approximately 

4,433 square metres with capacity for up to 60 residents. The Zhukovka Geriatric Centre has capacity of 
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approximately 2,400 outpatient visits and 18,300 inpatient days per year. As at 31 March 2021, the Zhukovka 

Geriatric Centre had 37 employees, comprising 8 physicians, 12 other medical staff and 17 administrative staff.  

Expansion plans 

MONIKI  

As at the date of the Offering Memorandum, the lease agreement in relation to the MONIKI clinic is pending 

approval from the Moscow Region government and is expected to be signed by the end of 2021. The project is 

aimed at providing radiotherapy and chemotherapy treatment to cancer patients from the regions. The clinic has 

27 beds and occupies 4,655 square metres. The Group is expected to invest approximately RUB 1 billion in the 

project. 

The MONIKI clinic capacity is expected to be 3,200 chemotherapy treatments per year with a tariff of RUB 

157,000 per treatment and 1,750 hematology treatments per year with a tariff of RUB180,000 per treatment. The 

MONIKI clinic is expected to have 87 employees. The clinic is expected to be equipped with linear accelerators, 

a brachytherapy machine and a CT simulator. 

The MONIKI clinic is expected to be launched and begin to treat patients in 2022. In 2022, the MONIKI clinic is 

expected to have 78% utilisation rate. 

Patients, Marketing and Customer Support  

The Group’s patients generally comprise three main groups. The first (and the largest) group is high net worth 

individuals (with net worth in excess of U.S.$ 1,000,000), individuals with relatively high monthly income of 

RUB 500,000 and above and their family members, as well as patients with premium private insurance policies 

funded by their employers (including expats). These individuals are typically residents of Moscow or the Moscow 

Region. Another group of patients are patients with complicated medical cases requiring unique medical expertise 

and specialised care, often including high-tech equipment unavailable at regional state hospitals and/or other 

private healthcare facilities outside of Moscow and the Moscow Region. The third group of patients is patients 

requiring complex and technologically challenging medical treatments in certain medical areas (such as oncology 

diagnostics and treatment, ophthalmology, rheumatology, gynaecology, emergency care, IVF, etc.) and funded by 

the government through the MHI programmes.  

Most of the Group’s patients are from Moscow and the Moscow Region; in 2020, they comprised 84% of all 

patients with 9% of all patients coming from other Russian regions and 7% from abroad. In 2020, the Group’s 

patients aged from 0 to 14 comprised 11% of all patients, from 15 to 39 - 29%, from 40 to 59 - 34% and from 60 

and older – 26%.  

Since its establishment, the Group has always attached great importance to the retention of its patients. Initially, 

the Group’s patients predominantly belonged to the Moscow’s expatriate community or were affluent Russians 

who could afford the Group’s healthcare services. However, with the subsequent emergence of more populous 

Russian middle- and upper-middle classes with higher disposable income than before and the increased availability 

of private medical insurance on the Russian market, the Group’s client base has expanded to Russian middle and 

upper-middle classes. The Group’s clinics are also the medical services provider of choice for numerous blue-chip 

corporate customers and embassies in Moscow. In addition, the Group provides services to government-sponsored 

patients through the MHI programme.  

The Group’s focus on patients is the main premise of its marketing efforts. The Group’s marketing strategy is to 

continue enhancing the strength of its brand and of the Group’s image as an expert clinic among patients and the 

medical community in order to ensure sustained growth. The Group implements this strategy by delivering expert, 

high-quality medical services, introducing a patient-centric approach to its healthcare services, improving 

cooperation with unaffiliated physicians and otherwise enhancing its marketing efforts. The Group analyses the 

patient profiles internally (medical records and payment patterns) and externally (social network behaviour and 

travelling patterns). In addition, the Group provides for data-based patient segmentation and gradation by segment 

size (for example, with the cardiologic risk and obesity being much larger patient group compared to thyroid 

diseases or quick check-up services). Based on such analysis, the Group develops a new services portfolio with 

high demand services (such as sportsmen check-ups, programmes of excess weight diagnostics and burnout 

prevention programme) and niche programmes (such as post-COVID-19 recovery programme, hormone balance 

adjustment programme and one-hour check-up at workplace). The Group is expected to launch over 100 new 

services in 2021-2022. 

The Group delivers high-quality, expert medical services to patients by continuing the development of its medical 

capabilities through assembling an international team of medical practitioners and introducing high-tech 

diagnostics and treatment methods. The Group invests in its doctors and other medical staff by offering 

compensation above the market rate and providing theoretical and practical training opportunities. The Group also 
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invests in technology, including high-tech surgery, radiotherapy, diagnostic radiology, complex laboratory 

procedures and healthcare information systems. 

In order to further enhance service quality, the Group established a dedicated quality control department for the 

purposes of monitoring compliance with standards and consistent improvement of patient care. This department 

ensures medical care quality is in compliance with the requirements of the laws of Russian Federation and 

international standards, maintains medical care quality control, infection safety and hygiene control, drug safety 

control, laboratory safety and safety of transfusions control, quality and safety of food for patients and 

environmental safety monitoring thus providing support to patients at every stage of their interaction with the 

Group’s facilities. In order to meet patient expectations, the Group successfully introduced a patient feedback 

system, measuring its performance on a monthly basis. The department manages feedback processes and conflict 

management, coordinates the internal review of complaints and keeps patients informed of the outcome of their 

inquiries. As at 31 May 2021, the Group’s NPS calculated on a monthly basis was 79. The Group continues to 

implement a patient-centric approach to its healthcare services, which allows it to provide patients with a full range 

of diagnostics and treatment services as well as offer tailor-made medical care by way of evaluating and monitoring 

patients’ individual needs and establishing personalised healthcare programmes designed to increase the patients’ 

quality of life and longevity. The Group is developing personalised services tailored to meet each patient’s needs, 

involving cross-interaction between internal departments: 

• the doctors (or their assistants) execute end-to-end services and develop an individual “Health plan” going 

forward; 

• sales department communicates the service offering to patients through onmi-channel network; 

• marketing department creates promotion materials with full transparency on target audience’s attributes; 

• leading Russian and international doctors, specialists and researchers generate insights and ideas on 

preventive medicine and longevity; 

• product owner articulates the problem for a particular patient segment and encases procedures into a single 

service to solve it; 

• data scientists prioritise patient base using the synergy between medical and behavioural triggers based on 

external data sources and machine learning models.  

The Group aims at creating unique medical services offerings in both traditional and preventive medicine based 

on deep understanding of the patients’ needs. The Group has been gradually switching from a traditional “patient 

treatment” approach to a “long-term clients serving” model, targeting at significantly improving client’s 

experience through a personalised approach.  

The Group continues to engage with unaffiliated physicians and encourages them to refer patients to the Group’s 

facilities. For example, the Group established a non-commercial graduate school, the EMC Medical School, which 

provides educational theory and practice programmes for physicians and mid-level practitioners, and some of these 

are provided jointly with the Moscow City Department of Health. In addition, the Group is involved in marketing 

and research activities involving pharmaceutical companies. These marketing activities seek to highlight some of 

the Group’s medical services and capabilities, as well as available pharmaceuticals and other products. 

The Group employs a specialist medical PR staff that implements the Group’s marketing and communications 

strategy. The Group focuses on integrated marketing communications, developing and implementing online 

(website promotion, search advertising, social media advertising and imaging) and offline (radio advertising, 

interviews, videos and printed materials) campaigns, advertising analytics (analysing the effectiveness of internet 

advertising and the quality of call centre call processing, and call tracing), PR campaigns (working with journalists, 

maintaining a media presence through Internet marketing and print media campaigns, expert interviews, 

commentaries, and doctors participating in television programmes), organising and holding events (roundtable 

discussions, lectures for patients, and presentations of new projects) and preparing recommendations for increasing 

effectiveness of the marketing efforts. In addition to these responsibilities, the agency is responsible for developing 

and implementing the Group’s house style and the visual design of the Group’s medical facilities. 

Pricing and Billing  

Prices for the services provided by the Group are predominantly not regulated. Most of the Group’s patients are 

directly paying customers, who either prepay for their services or pay for the services immediately after such 

services are provided. The Group’s main groups of patients include: 

• patients that pay for the Group’s medical services out-of-pocket at prices denominated in Euro (services 

rendered to which represented more than 62% of the Group’s revenues in 2020); 
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• patients that pay for the Group’s medical services through individual or corporate voluntary insurance 

programmes (services rendered to which represented approximately 19% of the Group’s revenues in 2020); 

and  

• patients that pay for the Group’s medical services through the MHI programme (services rendered to which 

represented approximately 19% of the Group’s revenues in 2020). 

Prices across the Group’s clinics are standardised and set in Euro (with the exception of the Family Medical Centre 

at Solntsevo, the Senior Group facilities and the services provided under MHI programmes). Due to the Russian 

currency control restrictions, all payments are made in Roubles at the official rate of the CBR on the day of such 

payment. The Group’s pricing policies differ depending on the service provided and type of contract which, in 

turn, depends on the length of stay, the level of amenities (for inpatient treatment), the scope of services included 

in the contract, the physician’s experience and other factors. Furthermore, when introducing new services and 

treatments, the Group may price them at a discount relative to those offered by the competition abroad (for 

example, at medical facilities in Germany, Switzerland and Israel), in order to gain market share without having 

to increase marketing efforts. 

All the Group’s services may be provided either as part of a long-term or a short-term contract or on a per visit 

basis. A typical contract is based on a flat rate for a course of treatment but, when a patient is discharged from one 

of the Group’s healthcare facilities, the Group may charge additional fees for services not originally included in 

the scope of the contract. At the end of treatment, a patient receives a discharge report with all medical records, an 

act and a report containing a list of services provided and their cost. 

The Group has also adopted a discount policy to encourage patients and corporate clients to use additional services 

at the Group’s facilities. Since 2016, the Group also has had a points-based loyalty programme allowing patients 

to utilise the accumulated points for a discount on medical procedures and certain other services from the Group’s 

catalogue of services available in points-based currency.  

MHI fees are set by the state on an annual basis. At the end of the calendar year, a committee meets at the Moscow 

Health Department to determine MHI fees for the following year. At the start of the year, a tariff agreement is 

published along with addenda which list services and their cost. The fees do not normally change during the year. 

The scope of MHI services allocated by type of treatment is distributed by the Group among all insurance 

companies. Where necessary, it is possible to request an adjustment of the scope. MHI payments are made as 

follows: requests for advance payment are sent to every insurance company before the tenth day of every month; 

the amounts set out in the requests are usually divided by quarter: 

• quarters I and IV: 50% of the average monthly amount payable for medical services provided in the previous 

3 months; 

• quarters II and III: the invoices can be increased by up to 20% of the average monthly amount payable for 

medical services provided in the previous 3 months. 

Insurance companies are obliged to repay the remaining amounts by the 28th of every month (inclusive). In 

December, the Group may request up to 95% of the average monthly amount. 

Relationship with Insurance Companies 

The Group works with most of the major Russian insurance companies and more than 20 international insurance 

companies. In 2020, the Group received approximately 20% of its revenue from privately insured patients, 6% 

from international insurance providers, 12% from Russian insurance providers and 2% from direct settlement 

agreements between the Group and other Group’s companies. The Group’s patients’ key international insurance 

providers are AP Company (including Bupa and Allianz), DKV Seguros and Prestige International. The Group’s 

patients’ main Russian insurance providers are SOGAZ, Allianz ZHIZN, Ingosstrakh and RESO.  

The Group only seeks pre-approval for medical procedures from Russian and international insurance providers if 

such procedures are performed under the patient’s insurance plan. Such approval is not required for any life-saving 

emergency procedures.  

The Group’s medical facilities have direct billing arrangements with most of the Russian insurance providers. Fees 

for medical services provided to patients insured by domestic insurance providers are billed directly to such 

insurance providers. Fees for medical services provided to patients insured by international insurance providers 

are invoiced to the relevant international insurance companies for reimbursement by them. The Group is generally 

reimbursed within one to two months of the date of an invoice. Some international insurance companies are 

invoiced through the Russian agents or intermediaries of such foreign insurance providers.  
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As the Group expands its current MHI service offerings, the Group expects that a significant increase in its revenue 

will come from patients with an MHI coverage.  

Relationship with the Government  

The Group’s interaction with the government includes, among other things, PPP and other investment projects. 

The Group is engaged in several PPP projects. In 2013, the Group (as concessioner) entered into a Concession 

Agreement with the Moscow City government represented by the Department of City Property (as grantor), 

pursuant to which the concessioner was granted the International Oncology Centre in Moscow building. Under the 

Concession Agreement, the concessioner is obliged to reconstruct or build new buildings for medical purposes at 

its own expense on the land plot received for temporary use up to an agreed limit. The Group may also develop 

areas other than those transferred under the acceptance act from the concession grantor to the concessioner. The 

lease term under the Concession Agreement expires in 2062. The concessioner is obliged to provide medical 

services, including VMP services in accordance with MHI tariffs, using the facilities under the agreement for the 

prescribed purposes. As at 31 March 2021, the Group’s concession contribution to this project was approximately 

EUR 63.8 million (including capitalised interest and related translation effect representing approximately 

EUR 8 million).  

During the implementation of the Concession Agreement, the Moscow City government stated that some clauses 

of the agreement, which allegedly deviated from the original tender documentation by stipulating that the Group 

had the right to dismantle the buildings under concession, were invalid based on a decision of the Audit Chamber 

of the Russian Federation. In particular, the Audit Chamber of the Russian Federation stated that the Group’s 

alleged right to dismantle the buildings represents a change in the subject matter of the agreement. In December 

2015, in order to ensure the consistent interpretation and implementation of the Concession Agreement, the Group 

filed a suit against the Moscow City government requesting a legal assessment of the Concession Agreement. In 

June 2016, the Moscow City Arbitrazh Court held that the Concession Agreement and the addendum thereto were 

fully valid since the deviations from the tender documentation did not affect any material concession terms. In 

December 2016, the Group withdrew its appeal with respect to the original court decision. As at the date of this 

Offering Memorandum, the dispute has been settled. As a result, the Group and the Moscow City government 

negotiated an addendum to clarify the terms of the agreement relating to its execution, and the Group retained the 

right to either refurbish or dismantle the buildings under concession.  

In addition, the Group receives government funding for treating patients requiring complex medical procedures 

that cannot be performed at public healthcare facilities due to the lack of the capacity at public healthcare facilities, 

as well as the lack of certain state-of-the-art equipment and/or know-how that the Group has. Patients that require 

complex medical treatment, including, for example, oncology diagnostics and treatment, ophthalmology, 

rheumatology, gynaecology, emergency care, IVF, may receive such treatment at the Group’s healthcare facilities 

through the MHI programme. The Group has provided services covered by MHI since 2015, focusing on VMP 

treatments. The MHI quotas are set by the government for a one-year period. The government also has the power 

to decide whether (and to what extent) to change MHI tariffs. The MHI services are mostly provided in non-EMC 

branded facilities (Family Medical Centre at Solntsevo, the International Oncology Centre in Moscow and 

International Oncology Centre in Kolomna). In 2020, the Group performed approximately 27,000 PET/CT 

procedures funded through the MHI programme.  

Employees 

Overview 

The Group’s success depends on its ability to provide high-quality healthcare services. The expertise, 

professionalism and reputation of the Group’s medical personnel are instrumental to the Group’s ability to provide 

such high-quality healthcare services and, consequently, to continue attracting new and repeat patients. The Group 

has been successful in employing highly-qualified physicians, nurses and administrative personnel and has been 

able to maintain low attrition rates primarily by implementing a competitive compensation scheme, providing 

training and skills enhancement programmes, and creating a comfortable work environment for its personnel. In 

addition to Russian healthcare professionals, the Group also employs a number of Western European, North 

American, Israeli and Japanese physicians and other medical staff with professional experience obtained in leading 

clinics around the world, which is an important element of the Group’s operating and training environment. 

Approximately 80% of the total Group’s headcount is involved in the commercial (EMC-branded) segment with 

approximately 20% working in the MHI segment.  

The following table sets forth the number of the Group’s employees by their positions as at the dates indicated:  
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 As at 31 March As at 31 December 

 2021 2020 2019 2018 

Physicians, including 752 712 673 613 

Heads of departments .............................................  40 40 35 35 

Senior physicians ...................................................  534 534 498 455 

Other physicians ....................................................  134 90 80 76 

Senior Group physicians ........................................  44 48 60 47 

Nurses and other medical personnel, including .....  1,472 1,678 1,771 1,191 

Senior Group ..........................................................  517 745 955 556 

Administrative and support personnel, including..  369 359 371 477 

Senior Group ..........................................................  82 83 99 81 

Total number of personnel ......................................  
2,593 2,749 2,815 2,281 

 _____________________  

Note: 

(1) All figures in the table above are based on full-time equivalent. 

Recruitment and Retention 

The Group’s outstanding reputation in Russia and the competitive compensation it offers enable the Group to hire 

quality medical personnel, both at newly-qualified and advanced experience levels. As part of the Group’s 

recruitment efforts, the Group arranges various seminars and training programmes and participates in conferences, 

seminars and workshops abroad, which help the Group to attract high-quality medical personnel while building 

long-term connections in the medical industry. Furthermore, the Group cooperates (by providing internship and 

employment programmes) with key medical educational institutions in Russia such as the Sechenov First Moscow 

State Medical University, Moscow State University and other leading Russian medical universities, in order to 

hire entry-level medical professionals.  

The Group’s turnover levels, excluding redundancies, for the years ended 31 December 2020, 2019 and 2018 were 

as follows: 

 As at 31 December 

 2020 2019 2018 

 (%) 

Physicians .................................................................  7 8 14 

Nurses and other medical personnel ..........................  10 12 19 

Administrative and support personnel .......................  12 13 13 

Total(1) ......................................................................  11 11 14 

 _____________________  

Note: 

(1) Based on the average number of employees. 

The Group believes that it has been able to control attrition rates by implementing competitive compensation and 

benefits schemes, providing a comfortable work environment and developing appropriate training and skill 

enhancement programmes.  

Compensation 

The Group’s compensation package for its professional staff consists primarily of salaries, housing allowances for 

out-of-town and foreign specialists, a discount of up to 50% on the Group’s services and medical insurance 

coverage. Remuneration is negotiated on an individual basis within a framework of pre-set criteria, depending on 

the specific job category and the employee’s seniority and experience. The Group believes that the level of 

compensation it offers is significantly higher than that offered in state healthcare facilities and, as regards 

compensation for physicians, significantly higher than that offered by other private healthcare providers. 

Compensation for individual physicians and other medical professionals varies substantially depending on 

seniority, specialty, reputation and work experience.  

The Group’s compensation structure for physicians consists primarily of variable incentive payments (90% of the 

total compensation for senior doctors and 15% for junior doctors) linked to the type and volume of services 

provided and/or supported by a physician, including by way of referral to other specialties as required by the 

treatment plan. All of the physicians receive a fixed salary and bonuses linked to certain KPIs, including patients’ 

feedback. The Group’s senior physicians (approximately 80% of physicians) receive a share of revenue from 

consultations, procedures or treatments and referrals. The physicians’ incentive compensation covers only first 

(introductory) consultation and does not cover any prescribed treatments and services following the consultation. 

The most of Group’s heads of departments receive a share of the respective department’s gross profit. The 

incentive scheme is designed to motivate physicians to continuously improve their general performance, 
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productivity, quality of service and commitment to their work. In 2018, the Group began working on an incentive 

plan for physicians, which is based on their skills and professional goals. A new grading system which rates the 

quality and safety of physicians’ work on the basis of their acquired grades is also being developed. Furthermore, 

the existing system of annual appraisal of physicians will also include a rating of the quality and safety of their 

work. 

Other medical personnel receive a fixed salary and bonuses depending on the quality, complexity and volume of 

services performed. All administrative personnel receive fixed pay and may be eligible to receive a monthly, 

quarterly and annual bonus, subject to the employee’s performance. For directors and key executives, the 

compensation package comprises a fixed salary and an annual performance bonus.  

The Group makes mandatory contributions to the Russian public pension scheme, but does not provide any 

additional retirement benefits to its employees. 

Employee development, education and training  

The Group attaches particular importance to employee development, which is conducted through ongoing training 

programmes, seminars and workshops. The Group’s medical departments maintain a special education fund (one 

for each department) with the proceeds used for employee education and training. The Group’s physicians, nurses 

and other medical personnel attend international conferences on diverse medical topics in Russia and abroad. In 

addition, the Group’s physicians have access to internal distance educational platforms and a knowledge database. 

The Group’s employees are required to undergo periodic training programmes and workshops in order to maintain 

and develop their skills. While Russian regulation requires all medical personnel to complete professional 

development courses once every five years, the Group requires its medical personnel to attend specialised training 

courses or workshops at least once per year in order to keep up with medical advances and changes in the delivery 

of care. 

In order to further improve its medical training platform, the Group established the EMC Medical School in 2012. 

The school offers multidisciplinary postgraduate medical education led by an international team of renowned 

specialists from the U.S., the EU, Israel and Russia. The school’s courses are offered to the Group’s own medical 

personnel, as well as to unaffiliated medical professionals. In 2020, the medical school had more than 8,300 

students from over 75 cities in Russia, the CIS and Europe participating in over 323 events. In 2020, the Group 

provided for approximately 75,000 person hours of training, an increase by 48% compared to 2019, through 48 

trainings held in 2020, compared to 39 trainings in 2019. 

Union representation and labour relations 

None of the Group’s employees currently belongs to a trade union, and the Group does not have any union or 

collective bargaining agreements with its employees. The Group has not experienced any strikes, work stoppages, 

collective or individual labour disputes or other actions by its employees that have had a material effect on the 

Group’s operations during the last three years.  

Social projects 

The Group aims at supporting local communities and its employees. Between 2018 and 2020, the Group spent 

approximately EUR 200 thousand on social projects. The Group also supports charity funds with approximately 

EUR 90 thousand paid in 2019-2020. In addition, the Group supports children at social rehabilitation centre in 

Kolomna by annual purchases of school supplies and new year gifts; participates in Med&Pharm football 

championship and other sport initiatives; organises eco events and ecological activities for its employees (eco 

weekend); organises donor day for employees (twice a year). 

Competition  

The Russian healthcare sector is serviced primarily by public healthcare facilities (managed by the Russian 

Ministry of Health or other federal, regional and local authorities) and privately owned and managed facilities 

(such as the Group). See “Risk Factors—Risks Relating to the Group’s Business and Industry—The Group may 

face increased competition from other healthcare providers, which may result in a decline in the Group’s revenues, 

profitability and market share”.  

Private Healthcare Facilities  

The Group believes that its direct competitors are leading international hospitals and multidisciplinary private 

medical centres. The Group believes that its key competitive strengths are the expertise of its international team 

of medical practitioners, its modern medical facilities and state-of-the-art equipment, the most comprehensive 

healthcare service offering among private healthcare providers in Russia, a particular focus on achieving clinical 
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excellence and the provision of services in accordance with international healthcare protocols, all of which allows 

the Group to provide a high quality of service to its patients.  

Other competitors 

Although the Group does not believe that it directly competes with public healthcare facilities or other private 

medical centres in all medical specialties (due to the Group’s high service quality, different pricing strategy and 

other factors), certain public and private healthcare facilities engage in providing medical specialty services and/or 

treatments (such as oncology, surgery and women’s health), which the Group provides: such providers include, 

for example, JSC Medicina and MD Medical Group, which provide a wide range of healthcare services in Moscow.  

Oncology 

In the field of oncology, the following institutions provide a full-range of oncology-related healthcare services: 

JSC Medicina’s Cancer Centre and the N.N. Blokhin Russian Cancer Research Centre (a public hospital). The 

Group believes that its oncology services are more advanced due to the expertise of its physicians (who are leading 

specialists in oncology, radiology, radiotherapy, surgical oncology and psycho-oncology from the U.S., Europe, 

Israel and Russia), the utilisation of modern equipment for diagnostics and treatment of patients (such as the in-

house laboratory to synthesise PET radiopharmaceuticals or the Da Vinci Si HD Surgical System to perform 

surgery of any complexity, including brain and spinal cord surgery), as well as the provision of a higher quality of 

service overall. See “—Healthcare Services—Oncology Clinic” and “—Facilities”. 

Surgery 

In the field of surgery one of the leading institutions is the Russian National Research Centre of Surgery named 

after B.V. Petrovsky (a public hospital). The Group’s key advantages compared to the Russian National Research 

Centre of Surgery named after B.V. Petrovsky are its high-tech facilities and equipment, as well as expert medical 

staff: the Group’s multispecialty surgical complex at the EMC Schepkina Hospital has five state-of-the-art 

operating theatres with equipment to perform surgeries of any complexity, including brain and spinal cord surgery; 

the Group’s medical staff (including nursing staff) comprise a team of practitioners with international experience 

from leading clinics in the U.S. and Europe. See “—Healthcare Services—Surgery Clinic”, “—Healthcare 

Services—Aesthetics Clinic” and “—Facilities”. 

Women’s healthcare 

In obstetrics and gynaecology, reproductive medicine and newborn care the leading medical facilities include the 

Euromed Clinic, the V.I. Kulakov Research Centre of Obstetrics, Gynaecology and Perinatology (a public 

hospital), the Family Planning and Reproduction Centre and MD Medical Group. The Group believes that it offers 

a wider range of services and/or higher quality of care and service level. For example, the Group offers services 

such as its own sperm bank, oocytes and embryos, urogynaecological treatment, gynaecological endocrinology, 

robot-assisted surgical treatment of infertility, and thalassotherapy, as well as escorting patients to clinics in 

Switzerland, Germany and France for childbirth (where a the Group’s medical staff accompanies patients en route 

to the relevant clinic abroad). See “—Healthcare Services—Women’s Health Clinic”.  

Orthopaedics and traumatology  

Federal State Budgetary Institution Priorov Central Scientific Research Institute of Traumatology and 

Orthopaedics (a public hospital), the Federal Centre of Traumatology, Orthopaedics and Endoprosthesis (a public 

hospital), and the SM-Klinika Trauma Centre are the lead medical institutions in this field. The Group believes 

that it provides for a higher quality of service and more modern (and better equipped) facilities.  

Dentistry 

In dentistry key medical institutions include Family Dental Centre “Dial-Dent” and Dental Association 

“NovaDent”. Compared to those institutions the Group’s has its own dental laboratory for the production of 

orthopaedic and orthodontic structures using modern techniques and materials, ability to perform simultaneous 

operations and to use of modern equipment for diagnostics, treatment and rehabilitation of patients (such as 3D 

scanners, CAD/CAM and ZIRKONZAHN milling machines). 

Aesthetic medicine 

In the field of aesthetic medicine key institutions include the Institute of Plastic Surgery and Cosmetology and 

Clinic of Plastic Surgery and Cosmetology of professor Blokhin and Vulf MD “Frau Klinik”. The Group believes 

that its advantages are modelling of the surgeries’ outcomes and endoscopic surgeries using the Da Vinci Si HD 

Surgical System. 
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Suppliers 

The Group’s supplier base consists of agents and distributors of pharmaceuticals, medical consumable/disposable 

products, medical equipment and non-medical products. The suppliers are carefully selected for quality, price and 

reliability, among other factors, and, therefore, the Group seeks to maintain long-standing and mutually beneficial 

relationships with its suppliers.  

The new management team has completely re-evaluated the Group’s business processes, including the processes 

for identifying supply, purchase and procurement sources. The results of such re-evaluation were the development 

and implementation of improved business processes, which are reflected in the relevant documents governing the 

identification of needs, allocation of funds, supplier selection, agreeing contracts and payments, and monitoring 

inventory and expenditure. As part of the further development of the procedures for monitoring and management 

of the supply to payment procedure, the 1C Document Flow system was introduced in 2016 and the 1С ERP was 

introduced in 2017. 

Pharmaceuticals and consumables 

The supplies of all pharmaceuticals and consumables are purchased locally and procured from registered agents 

representing major pharmaceutical companies. The Group procures pharmaceutical supplies and other 

consumables from the world’s leading providers, including B. Braun, Paul Hartmann, Mölnlycke, BARD, 

Angiotech, Cook Pharmica and the largest distributors in Russia, such as Katren, Protek and R-Farm. The Group 

also purchases orthopaedic implants produced by Wright Medical Technology, Johnson & Johnson and Zimmer. 

The Group has a purchasing committee that approves purchasing arrangements for all pharmaceuticals and 

consumables. In order to enhance the efficiency of its supply arrangements, the Group does not have a centralised 

storage facility for pharmaceuticals and consumables, relying primarily on just-in-time deliveries by its suppliers. 

While the Group generally seeks to employ just-in-time pharmaceuticals and consumables delivery, it also ensures 

that it maintains adequate inventories of pharmaceuticals and consumables required for the uninterrupted operation 

of its medical facilities (including in the case of a temporary interruption in the supply of certain types of 

pharmaceuticals and consumables). The Group’s medical facilities often maintain supplier-owned consignment 

stock of pharmaceuticals and consumables that are stored on their premises. 

The Group is generally not dependent on any particular supplier, as it purchases pharmaceuticals and consumables 

from a number of different suppliers. If the Group were to experience a short-term supply interruption of certain 

limited types of products, it generally has access to alternative suppliers as may be necessary. Each procured 

category is sourced from a different supplier, which assists with avoiding supply interruptions. In 2020 and the 

first quarter of 2021, the Group’s five largest suppliers accounted for approximately 22% and 7%, respectively, of 

total pharmaceuticals and consumables purchasing costs and no single supplier accounted for more than 10% of 

total pharmaceuticals and consumables supply requirements in expenditure terms.  

Medical equipment 

The Group’s healthcare facilities are equipped with state-of-the-art medical equipment manufactured by leading 

international manufacturers such as Siemens, GE Healthcare, Olympus, Samsung, Karl Storz, Drager, Varian and 

several domestic manufacturers of auxiliary equipment (like Schiller and Vernipool) and furniture (Zerc). The 

Group generally acquires medical equipment using the Total Cost of Ownership approach with evaluation of the 

servicing provided either by the manufacturer or its authorised partner in Russia. The Group purchases major 

medical equipment by instalments. The equipment manufacturers also provide maintenance services (including 

equipment repair and software updates) for the installed equipment that they produced.  

The Group’s medical equipment acquisition strategy centres around the premise that any piece of equipment 

acquired by the Group is necessary to provide a particular service that is expected to generate revenue sufficient 

to offset the cost of this acquisition (on a fully-amortisable basis). In order to ensure that the Group adheres to its 

equipment acquisition strategy, the Group seeks the approval of all key equipment acquisitions by a purchasing 

committee that comprises representatives from the purchasing, finance, security and internal audit departments.  

Because the Group’s state-of-the-art equipment is often developed for, or tailored to, the Group’s needs to a 

significant degree, the Group relies on certain key manufacturers of such medical equipment for its timely delivery, 

maintenance and replacement. See “Risk Factors—Risks Relating to the Group’s Business and Industry—The 

Group’s ability to effectively provide the services it offers or to manage its operating profit margins could be 

negatively affected by increases in costs or disruptions to the availability of supplies”. In 2020 and the first quarter 

of 2021, the Group’s five largest suppliers accounted for approximately 16% and 18%, respectively, of medical 

equipment purchasing costs, however, no single supplier accounted for more than 50% of medical equipment 

supply requirements in expenditure terms.  
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Non-medical supplies and services 

Non-medical purchasing includes Information & Communication Technology (“ICT”) hardware and software, 

stationery, office equipment, furniture, kitchen items and outsourced contracts for secretarial and translation 

services, catering, laundry and security, as well as accommodation for staff. The Group procures non-medical 

supplies from a number of vendors, having access to alternative suppliers as may be necessary. In 2020 and the 

first quarter of 2021, the Group’s five largest suppliers accounted for approximately 53% and 22%, respectively, 

of the Group’s non-medical purchasing costs, and no supplier accounted for more than 4% of non-medical supply 

requirements in expenditure terms. 

In 2020 and the first quarter of 2021, the Group’s expenditure on medical and other supplies (including 

pharmaceuticals), were approximately RUB 6.1 billion and RUB 1.4 billion, respectively. The Group acquired 

these supplies from more than 1,150 suppliers.  

Information and Communication Technology  

The Group is reliant on ICT systems for several key aspects of its medical and non-medical operations.  

The Group’s ICT infrastructure comprises a single integrated ICT environment, which services all the Group’s 

healthcare facilities through the use of two secure data processing centres, each of which has an independent power 

supply and is outfitted with fire safety and temperature control systems. The use of two owned data processing 

centres ensures that a breakdown of one of them does not lead to a complete failure of the Group’s ICT systems. 

The Group is currently is working on a solution which, in the event of a problem with one of the data processing 

centres, would ensure continued provision of key patient services. 

The infrastructure and application solutions are implemented in a VMW are digital workspace. The Group uses 

Cisco CallManager for its corporate telephone communication system. The Group’s healthcare facilities interact 

using the LifeSize video conference system.  

The patient management system tracks information relating to patients including registrations, electronic medical 

records, admissions, laboratory tests, radiology requests and medications dispensed, while administrative modules 

manage different aspects of HR, finance and procurement functions. 

Patients’ electronic medical records are maintained in a unified medical information system (“oMIS”). The system 

supports the HL7 protocol, allowing data exchange with external systems. All specialist medical systems, 

including the TrakCare Lab laboratory information system and PACS, are integrated with oMIS. 

In addition to medical information processing, oMIS includes: 

• a CRM module integrated with Cisco CallManager; 

• timetable management; 

• hospital bed management; 

• a financial module; 

• a commercial module;  

• an analytical reporting module; and 

• a task management module. 

The Group’s back-office systems include 1C: 1C ERP (Enterprise Resource Planning), 1C Enterprise Accounting 

and 1C Document Flow. These platforms are used for product management, regulation and contract accounting.  

The Group offers telemedicine services using software provided by OnDoc, which also provide data protection 

services for the Group. All patients are provided with access to their medical information through their online 

personal accounts and mobile applications (both for iOS and Android). The telemedicine services allow patients, 

among other things, to schedule appointments, receive online consultations and pay for services. 

The Group uses hardware purchased from vendors such as Cisco, DELL, HP and APC, which is serviced by the 

internal ICT department with the assistance of the Group’s equipment vendors and other independent contractors. 

The Group also purchased data storage system from Pure Storage.  

All the Group’s systems are regularly reviewed and updated in order to ensure their reliability and data security. 

As at the date of this Offering Memorandum, there have been no system failures which have materially affected 

the Group’s operations. 
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The Group’s ICT development policy is aimed at improving, optimising and enhancing its technologies, 

information and communication systems in order to increase the reliability of the Group’s ICT environment and 

improve the quality of customer services. The Group will continue to update its ICT systems as necessary in order 

to meet its needs as the Group expands. In 2021, the Group expects to spend approximately RUB24 million on IT 

transformation activities and approximately RUB 60 million on IT capacity increase. 

Insurance 

The Group maintains insurance policies that are customary for the Russian medical services industry. The Group 

has insurance coverage for its nuclear facilities, civil liability for the operation of elevators, certain real estate and 

leased medical equipment. The cost and availability of insurance coverage has varied in recent years and may 

continue to vary in the future. The Group believes that its current insurance policies are adequate as regards the 

amount and coverage for its operations. However, the Group may experience unanticipated losses or incur 

liabilities beyond its current coverage. See “Risk Factors—Risks Relating to the Group’s Business and Industry— 

Malpractice or other negligent acts by the Group’s medical personnel may subject the Group to medical 

malpractice and other claims” and “—The Group does not have certain types of insurance coverage, which may 

be customary in the United States and Western Europe, and may not be able to obtain similar insurance coverage 

in the future”. 

Environment, Health and Safety 

The Group’s operations do not generate environmentally hazardous waste other than medical waste. There are four 

classes of medical waste generated at the Group’s facilities: (i) Class A is epidemiologically non-hazardous waste 

(such as household waste and food waste), (ii) Class B is epidemiologically hazardous waste (such as materials 

and instruments contaminated by patients’ blood and other biological fluids), (iii) Class V is extremely 

epidemiologically hazardous waste (such as materials which were in contact with infectious diseases, laboratory 

waste), and (iv) Class G is toxicologically hazardous waste (such as expired medication, diagnostic tools and 

germicidal lamps). The Group’s healthcare facilities have implemented and adopted the following policy of waste 

disposal: (i) Class A waste is not required to be disinfected or deactivated prior to its storage; Class A waste is 

collected, stored in specifically designated areas and further transferred for disposal to third-party waste disposal 

companies, (ii) Class B and Class V waste is required to be disinfected and deactivated prior to its storage; Class 

B and Class V waste is collected, processed (disinfected and deactivated using specialist equipment to modify its 

appearance in order to prevent its repeated use) and further transferred for disposal with Class A waste, and (iii) 

Class G waste is required to be disinfected and deactivated by licensed waste disposal operators; Class G waste is 

collected, stored in specifically designated areas and further transferred for processing and disposal to third-party 

waste disposal companies. See “Risk Factors—Risks Relating to the Group’s Business and Industry— The Group 

is subject to environmental, and health and safety laws and regulations and may be exposed to significant liabilities 

if it fails to comply with such laws and regulations”.  

In addition, the Group is committed to: (i) complying with applicable health, safety and environmental laws, 

regulations and standards; and (ii) implementing internal review programmes and continually improving the state 

of health, safety and environmental matters at the Group’s facilities.  

The Group utilises an in-house waste management protocol, which includes: 

• own classification system dividing generated waste into four classes of ecological safety; 

• unified procedures used for management of each class of waste; 

• detailed manuals developed for employees to maximise waste utilisation safety. 

As a result, the Group has been gradually reducing its white paper consumption (average number of paper sheets 

per visit) from 17 in 2018 to 15 in 2019 and further to 13 in 2020. 

The Group has also implemented certain energy efficiency initiatives, including: 

• automated heating, ventilation and air conditioning systems that work on an energy efficient schedule; 

• modern boiler control systems and cascade arrangement implemented; 

• daily monitoring of energy consumption using special software; 

• automation and control of electricity consumption; 

• use of new, energy efficient equipment and LED lamps. 
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The table below sets out the Group’s heat energy and electricity consumption in relation to the EMC Schepkina 

Hospital, the EMC Orlovsky Hospital, the EMC Spiridonievsky Hospital, the EMC Trifonovskaya Hospital, the 

EMC Maternity Hospital and the Family Medical Centre. 

 2020 2019 2018 

Heat energy consumption (in Gcal)(1) ...................................... 7,911(2) 7,161 8,477 

Electricity consumption (in GWh) .......................................... 13.1(3) 10.8(4) 9.8 
 

Notes: 

(1) Excluding gas consumption. 

(2) Including 1,110 Gcal attributable to International Oncology Centre in Moscow, opened in 2020. 

(3) Including 2.0 GWh attributable to International Oncology Centre in Moscow, opened in 2020 and 0.6 GWh attributable to Zhukovka 
Rehabilitation and Geriatric Centre. 

(4) Including 0.7 GWh attributable to Zhukovka Rehabilitation and Geriatric Centre opened in November 2018 (2018 data is unavailable). 

Intellectual Property 

The Group owns various word and image trademarks registered in Russia, including EMC, GEMC, ECSTO, EDC, 

EPC, ECAD, EDAC, EHC, UMG and EIMD. The majority of these trademarks expire in 2020-2022 and are 

expected to be renewed. With the exception of these trademarks, the Group is not dependent on any patents or 

licences for its operations. See also “Regulatory Matters”. The Group has registered the domain name emcmos.ru 

as well as some other domain names for individual healthcare facilities, such as “www.oncomos.ru”, “fmc-

clinic.ru” and “emc-assistance.ru”. The information on the Group’s website is not incorporated by reference into, 

and does not constitute part of, this Offering Memorandum. 

Research and Development 

The Group engages in various research and development activities including those relating to oncology, 

neurosurgery and laboratory testing.  

The Group also has cooperation agreements with a number of internationally recognised universities, institutes, 

hospitals and experts, including Keck Medicine (University of South California), one of the leading university-

based hospitals in the U.S., Université Côte d'Azur, Universitats Klinikum, Hadassah University Medical Center 

and Helios. 

Licences 

As at the date of this Offering Memorandum, the Group holds all licences necessary for the operation of its 

business. The Group holds licences for medical activities, including licences for activities relating to trade of 

drugs/precursors; for primary medical care/assistance (anaesthesiology, traumatology, dentistry, paediatrics, 

internal care, gynaecology, obstetrics, immunology, haematology, surgery, Orthopedics, neurology, 

endocrinology); pharmaceutics licence (for sale/dealing in pharmaceuticals); for advanced technological medical 

care (use of sophisticated surgery techniques); for operation of radiopharmaceuticals; and an accreditation for 

clinical trials. As part of providing its medical services, the Group utilises nuclear materials and radioactive 

substances, as well as other sources of radiation. The Group has licences to operate radiation sources and to 

transport radioactive waste. 

For information on licences and permissions required under Russian law and under other applicable regulations, 

see “Regulatory Matters”. 

Litigation and Other Proceedings 

There have been no government, legal or arbitration proceedings (including any such proceedings which are 

pending or threatened of which the Company is aware) in the year preceding the date of this Offering Memorandum 

which may have, or have had in the recent past, a significant impact on the Group’s financial position or 

profitability. 
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MANAGEMENT AND CORPORATE GOVERNANCE 

Directors  

As at the date of this Offering Memorandum, the Board of Directors consists of 7 members (including 

3 independent directors) as set out below.  

Name Position 

Year 

Appointed 

Year of 

Birth 

Igor Shilov ..............................................................  Chairman of the Board of Directors 2021 1963 

Nikos Nikolaides .....................................................  Member of the Board of Directors 2021 1984 

Kyriacos Hadjikyriakou ..........................................  Member of the Board of Directors 2021 1988 

Alexander Andryushechkin .....................................  Member of the Board of Directors 2021 1983 

Kwadwo Bediako Aidoo .........................................  
Member of the Board of Directors, Independent 
Director 2021 1979 

Jyrki Talvitie ...........................................................  

Member of the Board of Directors, Independent 

Director 2021 1966 

Thomas Veraszto .....................................................  
Member of the Board of Directors, Independent 
Director 2021 1962 

The biographies of the members of the Board of Directors, as at the date of this Offering Memorandum, are set 

out below. 

Igor Shilov – Chairman of the Board of Directors 

Mr Shilov was re-appointed as the Chairman of the Board of Directors in 2021. Since 2008, Mr Shilov served as 

the Chairman of the Board of Directors. Between 1998 and 2010, Mr Shilov together with partners ran a Russian 

juice producer and distributer “Nidan Juices”. In 2007, the owners of Nidan Juices sold a 75% stake to Coca-Cola 

Group with the remaining 25% stake having been sold in 2010. From 1993 to 1996, Mr Shilov worked as 

commercial director at Trade Agency “Malis”. From 1996 to 2002, Mr Shilov was the director at LLC “Torit”. 

From 2002 to 2003, Mr Shilov served as the director general at LLC “Nidan Foods”.  

Mr Shilov graduated with a degree in Architecture from the Moscow Architectural Institute (State Academy) in 

1996. 

Nikos Nikolaides – Member of the Board of Directors 

Mr Nikolaides has been the Group’s Member of the Board of Directors since 2021. Prior to joining the Group, he 

held various positions at Intertaxaudit Auditors & Consultants Limited. Since 2018, Mr Nikolaides has served as 

the Senior Audit Manager, between 2016 and 2018, he worked as the Audit Manager. From 2015 to 2016, he 

worked as the Assistant Audit Manager and from 2008 to 2014 – as the Auditor. 

Mr Nikolaides graduated from Archbishop Makarios III Lyceum, Nicosia in 2002 and graduated from London 

South Bank University with BSc in Accounting & Finance degree in 2008. 

Kyriacos Hadjikyriakou – Member of the Board of Directors 

Mr Hadjikyriakou has been the Group’s Member of the Board of Directors since 2021. Prior to joining the Group, 

he held various managerial positions at Intertaxaudit Auditors & Consultants Limited and Ledra Management 

Limited. Since 2017 has worked for Intertaxaudit Auditors & Consultants Limited, since 2021 – as senior tax 

manager, between 2018 and 2021 – as tax manager, from 2017 to 2018 – as assistant tax manager. From 2014 to 

2016, Mr Hadjikyriakou served as an accountant of Ledra Management Limited. 

Mr Hadjikyriakou graduated from Kykkos B’ Lyceum, Nicosia in 2006 and graduated from Athens University of 

Economics and Business with BA Economics and Finance degree in 2013. 

Alexander Andryushechkin – Member of the Board of Directors 

Mr Andryushechkin has been the Group’s Member of the Board of Directors since 2021. Prior to joining the 

Group, Mr Andryushechkin held various senior managerial positions at Affitech A/S, Cleveland BioLabs, IBC 

Generium LLC, Generium JSC, Inc., JSC «RK BIOTEKH» and ASG LLC. He currently serves as the Chief 

Financial Officer and the member of the board of directors of Generium JSC and IBC Generium LLC. Since 2017 

Mr Andryushechkin has served as the member of the board of directors of Affitech A/S, since 2016 he has served 

as the member of the board of directors of Cleveland BioLabs, Inc. Between 2012 and 2016, Mr Andryushechkin 

was the Head of Finance of ASG LLC, where he was responsible for corporate finance and investment 

management. 

Mr Andryushechkin graduated from Omsk State University with a master’s degree in economics in 2005 and post-

graduated with a degree in Economics and Management in 2008. 
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Kwadwo Bediako Aidoo – Member of the Board of Directors, Independent Director 

Mr Aidoo has been the Group’s Member of the Board of Directors since 2021. Prior to joining the Group, Mr 

Aidoo held various positions at Crystal Cyprus Corporate & Finance Ltd, Debenhams Plc, Happy Rides, Inc., 

Fidelity International, MultiPlan, Inc., Hanger Orthopeadic Group and Northwestern Mutual Financial Network. 

Since 2009 he has served as the Senior Accountant for Crystal Cyprus Corporate & Finance Ltd. Between 2008 

and 2009, Mr Aidoo worked as the Sales Adviser for Debenhams Plc. From 2007 to 2008, he served as the Office 

Assistant for Rides, Inc., Between 2006 and 2007, Mr Aidoo worked as the Customer Relations Executive for 

Fidelity International. In 2005 he worked as the Fees Negotiator for MultiPlan, Inc. In 2004 Mr Aidoo served as 

the Electronic Data Interchange Associate for Hanger Orthopeadic Group and as the Insurance Sales Intern for 

Northwestern Mutual Financial Network. 

Mr Aidoo graduated from Luther College University with bachelor of arts degree in 2004. 

Jyrki Talvitie – Member of the Board of Directors, Independent Director 

Mr Talvitie has been the Group’s Member of the Board of Directors since 2021. Prior to joining the Group, he 

held various senior managerial positions at Magnit JSC, Sberbank, Russian Direct Investment Fund, VTB Bank, 

East Capital, URALSIB Financial Corporation, BNP-Paribas Securities Services, The Bank of New York, 

Scandinavian Banking Partners, Union Bank of Finland and SKOPBANK. He also served as the member of the 

board of directors in Georgia Capital, Fortum, National Registry Company, Avtobank, Registrar NIKoil, Locko 

Bank, Asia-Pacific Bank, Akibank, Bank of Georgia, BTA Bank and Cantik Holdings. Since 2019 Mr Talvitie has 

served as a ESG advisory member of the Management Board. Between 2016 and 2018, he served as the Vice 

President of Sberbank of Russia. From 2014 to 2016, Mr Talvitie served as the Member of the Management Board 

of the Russian Direct Investment Fund. Between 2010 and 2014, he served as the Senior Vice President of VTB 

Bank. From 2005 to 2010, he served as the Chef Representative, Senior Advisor of the East Capital. Between 2003 

and 2005, he served as the Head of International Business, Chief Managing Director of the URALSIB Financial 

Corporation. In 2003 Mr Talvitie served as the Senior Vice President of the BNB-Paribas Securities Services. 

From 1995 to 2003, he served as the Vice President of the Bank of New York. Prior, between 1993 and 1995, he 

worked as the Chief Representative, the Vice President in Scandinavian Banking Partners (Merita Bank, Den 

norske Bank, Skandinaviska Enskilda Banken, Unibank). From 1992 to 1993, Mr Talvitie served as the Vice 

President of the Union Bank of Finland. Between 1990 and 1992, he worked as the Area Manager of the 

SKOPBANK. 

Mr Talvitie graduated from University of Helsinki with a master’s degree in 1991, graduated from London 

Business School with executive MBA in 2002 and graduated from Institute of directors, London with diploma in 

company direction in 2014. 

Thomas Veraszto – Member of the Board of Directors, Independent Director 

Mr Veraszto has been the Group’s Member of the Board of Directors since 2021. Prior to joining the Group, Mr 

Veraszto held various senior managerial positions at PJSC Bank St. Petersburg, PJSC NLMK, PJSC AFK Sistema, 

Boston Consulting Group, PJSC Severstal, JSC Severstal-Group, McKinsey & Company, Inc. Since 2021 he has 

served as the member of board of directors for PJSC Bank St. Petersburg, since 2016 – as the member of board of 

directors for PJSC NLMK. Since 2017 Mr Veraszto has served as the member of board of board of directors of 

PJSC AFK Sistema’s subsidiary: Agroholding Steppe and, from 2017 to 2019, he worked as the member of board 

of directors of PJSC AFK Sistema’s subsidiary: Segezha Group. Since 2016 Mr Veraszto served as the Senior 

Advisor for Boston Consulting Group, between 2014 and 2015 worked as the Partner and Managing Director for 

Boston Consulting Group. From 2009 to 2013, he served as the Deputy General Director Strategy and Corporate 

Development (Senior Vice President) for the PJSC Severstal. Between 2003 and 2008, Mr Veraszto served as the 

Deputy General Director Strategy and Corporate Development (Senior Vice President) for the JSC Severstal-

Group and PJSC Severstal. From 1988 to 2003, he served in McKinsey & Company, Inc., since 1997 – as the 

Principal (Partner), between 1995 and 2003 – worked in Moscow, between 1993 and 1994 – worked in Prague, 

between 1988 and 1993 – worked in Munich. From 1986 to 1987, he worked as the law clerk in Court of Appeals 

of Graz, Austria. 

Mr Veraszto graduated from Karl-Franzens University with a master’s degree of Philosophy and Slavic languages 

in 1985 and from Karl-Franzens University with a master’s degree in law and doctor’s degree in law in 1984. 
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Board of Directors Committees 

On 25 June 2021, the Board of Directors established two committees: 

• the Audit Committee that consists of Mr Veraszto (the chairman), Mr Talvitie and Mr Aidoo; and 

• the Nomination and Remuneration Committee that consists of Mr Veraszto (the chairman), Mr Talvitie and 

Mr Aidoo.  

The primary functions of the Audit Committee comprise oversight of the Group’s financial reporting processes, 

audit processes and system of internal controls. The primary functions of the Nomination and Remuneration 

Committee include developing and administering procedures for establishing policies in respect of the overall 

human resources strategy of the Group and the remuneration of the members of the Board of Directors and senior 

management.  

Senior Management  

The senior management of the Group as at the date of this Offering Memorandum is set out below.  

Name Principal Responsibilities Joined Year of Birth 

Andrey Yanovsky CEO 2014 1967 
Dmitry Shmelev CFO 2014 1980 

Andrey Vasiliev Commercial Director 2020 1977 
Svetlana Bunova Medical Director, Chief Physician 2021 1973 

Dmitry Vorobiev Supply Chain Director 2020 1975 

Svetlana Miklukha Head of HR 2016 1983 
Egor Safrygin Head of Digital Transformation 2019 1982 

Andrey Bratukhin Chief Economic Security Officer 2020 1970 

Evgeny Kanaev CIO 2021 1973 

The business address for the senior management of the Group is 26/1 Durova str., Moscow, Russia. The biographies 

of the senior management of the Group, as at the date of this Offering Memorandum, are set out below.  

Andrey Yanovsky, Chief Executive Officer  

Mr Yanovsky has been the Group’s Chief Executive Officer since 2014. Prior to joining the Group, Mr Yanovsky 

held various senior managerial positions at NefteTransService, TNK-BP and Nidan Juices and Coca-Cola. From 

2013 to 2014, he was the Head of Strategy and Organisational Development of NefteTransService. From 2009 to 

2013, Mr Yanovsky served as the Vice President responsible for Development and HR at TNK-BP. From 2002 to 

2003, Mr Yanovsky served as the Head of Sales and Marketing and, from 2003 to 2009, as the General Director 

at Nidan Foods and subsequently at Nidan Juices. Between 1993 and 2003, Mr Yanovsky worked for Coca-Cola, 

initially as a sales representative, Regional Sales Manager and Country Operations Manager with Coca-Cola Saint-

Petersburg Bottlers, then at Coca-Cola Vladivostok as Sales and Marketing Manager, then Coca-Cola Nizhny 

Novgorod and finally at Coca-Cola Novosibirsk as the General Manager. 

Mr Yanovsky graduated with a degree in Military Political Science from Riga Higher Military School in 1990 and 

graduated from Kingston University with an MBA degree in Strategic Management in 2007.  

Dmitry Shmelev, Chief Financial Officer 

Mr Shmelev has been the Group’s Chief Financial Officer since 2014. Prior to joining the Group, Mr Shmelev 

held various managerial positions at Severstal, NefteTransService and Finservice. From 2012 to 2015, he was the 

Chief Executive Officer and Chief Financial Officer of Finservice. From 2011 to 2012, Mr Shmelev worked as the 

Head of Planning and Reporting at NefteTransServis. From 2006 to 2011, he was the senior financial manager at 

Severstal. From 2004 to 2006, Mr Shmelev served as a leading economist at Alfa Bank. At the beginning of her 

career, from 2002 to 2004, Mr Shmelev worked as a leading specialist at the Audit Chamber of the Russian 

Federation.  

Mr Shmelev graduated with honours with a degree in Finance and Credit from the Financial University under the 

Government of the Russian Federation in 2002. In 2010-2014 Mr. Shmelev passed all three CFA Program exams 

at the CFA Institute. 

Andrey Vasiliev, Commercial Director 

Mr Vasiliev has been the Group’s Commercial Director since 2020. Prior to joining the Group, from 2018 to 2020, 

Mr Vasiliev was the Vice President at Sky Investment Group. Mr Vasiliev worked as the Chief Commercial Officer 

for other companies such as Beeline, Pepsi, Ulmart between 1997 and 2015. From 2004 to 2006, Mr Vasiliev was 

the CEO of Home Credit NW. 
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Mr Vasiliev graduated with a degree in Law from Law Academy of the Russian Ministry of Internal Affairs in 1999, 

and has MBA degree from Moscow International University. 

Svetlana Bunova, Medical Director and Chief Physician 

Mrs Bunova has been the Medical Director and the Chief Physician of the Group since 2021. She also works as a 

general practitioner of the Group. Prior to joining the Group, from 2010 to 2015, Mrs Bunova headed the 

Department of Propedeutics of Internal Diseases at Omsk State Medical Academy. Prior to that, from 2002 to 

2015, Mrs Bunova worked as a therapist at multidisciplinary hospital of the City Clinical Hospital N1 in Omsk.  

Mrs Bunova graduated with the Medical Doctor degree from Omsk State Medical University in 2002. Mrs Bunova 

is a member of Russian Scientific Medical Society of Internists, European Society of Gastroenterology, European 

Society of Cardiology, Russian Society of Cardiology, Russian Gastroenterological Association. 

Dmitry Vorobiev, Head of Procurement 

Mr Vorobiev has been the Group’s Supply Chain Director since 2020. Prior to joining the Group, from 2014 to 

2020, Mr Vorobiev served as the Head of Procurement at alcohol manufacturer and importer Diageo. From 2012 

to 2014, Mr Vorobiev served as the Head of Purchasing at YUM Restaurants; from 2010 to 2012, he worked as 

the Head of Indirect Procurement of Russia at Wrigley. From 2002 to 2010 Mr Vorobiev held different positions 

at Mars LLC. 

Mr Vorobiev graduated with a degree in Machinery Managing Economics from the Saratov Technical University 

in 1999.  

Svetlana Miklukha, Head of HR 

Mrs Miklukha has been the Group’s Head of HR since 2016. Prior to joining the Group, from 2012 to 2016, 

Mrs Miklukha was the Head of HR and a member of the board of directors at ATH American Express. From 2004 

to 2012, Mrs Miklukha was the HR Director of European Settlement Bank, Medial and Moscow Insurance Company. 

At the beginning of her career, from 2001 to 2004, Mrs Miklukha acted as a leading specialist at the State Pension 

Fund of the Russian Federation. 

Mrs Miklukha graduated with a degree in Sociology from Russian State Social University in 2006. 

Egor Safrygin, Head of Digital Transformation 

Mr Safrygin has been the Group’s Head of Digital Transformation since 2019. Prior to joining the Group, from 

2004 to 2019, Mr Safrygin served as the Head of Marketing and Marketing Communication at Alfa Strakhovanie, 

PHILIPS, Sitronics, Troika Dialog and TEL. 

Mr Safrygin graduated with a degree in State and Municipal Management from the St. Petersburg University of 

Management Technologies and Economics in 2002, with a degree in Management of Company’s Marketing Assets 

from the Higher School of Economics in 2008 and with a degree in E-Commerce, Digital Business & Digital 

Transformation from the Columbia Business School & MIT Sloan in 2020. Mr Safrygin also completed 

professional development programmes at INSEAD, Wharton Business school and Berkeley Haas (Institute for 

Business Innovation). 

Andrey Bratukhin, Chief Economic Security Officer 

Mr Bratukhin has been the Group’s Chief Economic Security Officer since 2020. Prior to joining the Group, from 

2017 to 2019, Mr Bratukhin served as the Chief Security Officer at JSC Vinka. From 1991 to 2016, Mr Bratukhin 

held different positions at Russian Ministry of Internal Affairs. 

Mr Bratukhin graduated with a degree in Law from the Law Institute under the Russian Ministry of Internal Affairs 

in 1996 and graduated with a degree in State and Municipal Management from the Management Academy under 

the Russian Ministry of Internal Affairs in 2011. 

Evgeny Kanaev, CIO 

Mr Kanaev has been the Group’s Chief Information Officer since May 2021. Prior to joining the Group, from 2019 

to 2020, Mr Kanaev served as the Chief Information Officer at Doctor Ryadom medical company and, from 2017 

to 2019, at RUSBIOALLIANCE. From 2012 to 2013, Mr Kanaev worked as a project manager at JSC SberTech. 

From 2003 to 2017, Mr Kanaev held different positions (from IT specialist to CIO) at AFK Systema (MTS, MGTS, 

LLC Segezha Group).  

Mr Kanaev graduated with a degree in Management and Informatics in Technical Systems from the South Ural 

State University (National Research University) in 2003. 
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Compensation of Directors and Key Managers 

The Group’s remuneration of the directors and other key management personnel was EUR 858 thousand in 2020, 

EUR 1,009 thousand in 2019 and EUR 829 thousand in 2018. There are no amounts set aside or accrued by the 

Company, the Group or the Group’s subsidiaries, for the purposes of providing, retirement or similar benefits to 

such persons.  

No director or senior manager is a party to any service contract with the Group where such contract provides for 

benefits upon termination of employment. 

Save as described in “—Directors” above and “—Ownership” below, there are no conflicts or potential conflicts 

between the duties of the Directors or the senior managers of the Group and their private interests or other duties. 

As far as the Company is aware, the Directors and the senior managers of the Company have no direct or indirect 

interests in the Offering other than those set out above in this section (“Management and Corporate Governance”). 

Ownership 

Save in respect of the majority shareholder, the Company is not aware of any person who, either as at the date of 

this Offering Memorandum or immediately following the Offering, exercises, or could exercise, directly or 

indirectly, control over the Company. 

Litigation Statement about Directors and Senior Management  

None of the Directors or senior management: 

• have any convictions in relation to fraudulent offences; 

• have been a director or senior manager of any company at the time of any bankruptcy, receivership or 

liquidation of such company; or 

• have received any official public incrimination and/or sanction by any statutory or regulatory authorities 

(including designated professional bodies) or have been disqualified by a court from acting as a director of a 

company or from acting in the management or conduct of the affairs of a company, 

in each case within the five years preceding the date of this Offering Memorandum. 

Shareholdings 

As at the date of this Offering Memorandum, none of the members of the Board of Directors (except for Mr Shilov) 

or senior management held any Ordinary Shares or options to acquire any Ordinary Shares. 

Corporate Governance  

As the Ordinary Shares are not listed on the Cyprus Stock Exchange, the Cypriot corporate governance regime, 

which only relates to companies that are listed on the Cyprus Stock Exchange, does not apply to the Company and, 

accordingly, the Company does not monitor its compliance with that regime. The Company’s operating 

subsidiaries in Russia comply with the limited corporate governance requirements applicable to private Russian 

companies.  
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DIVIDEND POLICY 

Pursuant to its articles of association the Company may pay dividends out of its profits. To the extent that the 

Company declares and pays dividends, owners of GDRs on the relevant record date will be entitled to receive 

dividends payable in respect of Ordinary Shares underlying the GDRs, subject to the terms of the Deposit 

Agreement and the terms and conditions of the GDRs. The Company expects to pay dividends, if at all, in U.S. 

dollars. If dividends are not paid in U.S. dollars, except as otherwise described under “Terms and Conditions of 

the Global Depositary Receipts—Conversion of Foreign Currency”, they will be converted into U.S. dollars by 

the Depositary and paid to holders of GDRs net of currency conversion expenses and subject to fees charged by 

The Bank of New York Mellon. See “Terms and Conditions of the Global Depositary Receipts”. 

The Company’s current dividend policy is to recommend to shareholders a dividend per annum of up to 100% of 

the imputed consolidated net profit (if any) of the Group based on the consolidated financial statements for the 

relevant financial year prepared in accordance with IFRS. Imputed consolidated net profit of the Group is 

calculated as the consolidated net profit for the year attributable to the Group as shown in the Group’s consolidated 

financial statements for the past financial year prepared in accordance with IFRS, less certain non-monetary 

adjustments determined by the Board of Directors. Such adjustments include, but are not limited to, foreign 

exchange gain/loss; income/(expense) on change in fair value of financial instruments; profit for the year 

attributable to non-controlling interests; share of profit of associates; and other non-monetary adjustments.  

The Board of Directors recommends the final dividend in respect of each financial year for approval by the general 

meeting of the Company’s shareholders based on the audited stand-alone and consolidated financial statements of 

the Group for that financial year. Interim dividends may also be approved at the discretion of the Board of 

Directors. When considering interim dividends, the Board of Directors will take into account the interim 

performance results based on the interim consolidated financial information for the Group (semi-annual accounts) 

provided by the management and the prospects of the Group, its planned and committed capital expenditures, 

financial flexibility requirements, the availability and cost of funds from external sources, and other relevant 

matters.  

The Company is a holding company and thus its ability to pay dividends depends on the ability of its subsidiaries 

to pay dividends to the Company in accordance with relevant legislation and any contractual restrictions. The 

payment of such dividends by such subsidiaries is contingent upon the sufficiency of their earnings, cash flows 

and distributable reserves and, in the case of Russian subsidiaries, is restricted to the total accumulated retained 

earnings of the relevant subsidiary, determined according to Russian law. See “Risk Factors— Risks Related to 

the Group’s Financial Condition— The Company is a holding company and its ability to pay dividends and meet 

its financial obligations depends on the receipt of funds from its subsidiaries” and “Risk Factors— Risks Relating 

to the GDRs, Ordinary Shares and the Trading Market — The Company may decide not to pay dividends in the 

future”. See “Terms and Conditions of the Global Depositary Receipts” and “Description of Share Capital and 

Certain Requirements of Cypriot Legislation —Articles of Association—Rights attaching to Ordinary Shares—

Dividend and distribution rights”. 

The Company is expected to pay approximately EUR114 million cash dividend in 2021, including dividends for 

the year ended 31 December 2020 in the amount of approximately EUR76 million expected to be paid in 

September 2021 and dividends for the year ended 31 December 2021 in the amount of approximately EUR38 

million expected to be paid in December 2021. 
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PRINCIPAL AND SELLING SHAREHOLDERS 

The following table sets forth the ownership of the Ordinary Shares of the Company immediately prior to the 

Offering, immediately following the Offering and immediately following the exercise of the Repurchase Option 

in full, assuming the option were to occur. 

 

Immediately prior to 

the Offering 
Immediately following 

the Offering 

Following the Offering and 

assuming exercise of the 

Repurchase Option 

in full 

Shareholder 

Number of 

Ordinary 

Shares Percentage 

Number of 

Ordinary 

Shares Percentage 

Number of 

Ordinary 

Shares Percentage 

INS Holdings Limited (1) ................  64,067,165 71.19% 49,600,000 55.11% 55,600,000 61.78% 

Hiolot Holdings Limited (2) ............  18,750,022 20.83% - - - - 

Greenleas International Holdings 
Ltd(3) ...............................................  6,250,008 6.94% - - - - 

Zabala Services Limited(4) 372,047 0.41% - - - - 

Klearskies Management Limited(5) 83,030 0.09% - - - - 
Cinnabar Industries Limited(6) 77,728 0.09% - - - - 

Depositary/Free float ......................  - - 40,000,000 44.44% 34,000,000 37.78% 

Other ..............................................  400,000 0.44% 400,000 0.44% 400,000 0.44% 

Total ...............................................  90,000,000 100% 90,000,000 100%  90,000,000 100%  

  

Notes: 

(1) INS Holdings Limited is a company organised and existing under the laws of BVI. INS Holdings Limited is owned by Mr Igor Shilov. 

(2) Hiolot Holdings Limited is a company organised and existing under the laws of BVI. Hiolot Holdings Limited is owned by Mr Egor 
Kulkov.  

(3) Greenleas International Holdings Ltd is a company organised and existing under the laws of BVI, whose ultimate beneficiary is 
Mr Roman Abramovich.  

(4) Zabala Services Limited is a company organised and existing under the laws of BVI. Zabala Services Limited is owned by Mr Sergey 
Shumey. 

(5) Klearskies Management Limited is a company organised and existing under the laws of BVI. Klearskies Management Limited is owned 
by Mr Yuri Kashkarov. 

(6) Cinnabar Industries Limited is a company organised and existing under the laws of BVI. Cinnabar Industries Limited is owned by Mrs 
Svetlana Molchanova. 

The Company does not have an agreement, and has no plans to enter into an agreement, with INS Holdings Limited 

(or its beneficial owners), Hiolot Holdings Limited (or its beneficial owners), Greenleas International Holdings 

LTD (or its beneficial owners), Zabala Services Limited (or its beneficial owners), Klearskies Management 

Limited (or its beneficial owners) or Cinnabar Industries Limited (or its beneficial owners) to ensure that they will 

not abuse their control of the Company as they may have interests that conflict with those of the holders of the 

GDRs. In addition, INS Holdings Limited (or its beneficial owners), Hiolot Holdings Limited (or its beneficial 

owners), Greenleas International Holdings LTD (or its beneficial owners), Zabala Services Limited (or its 

beneficial owners), Klearskies Management Limited (or its beneficial owners) or Cinnabar Industries Limited (or 

its beneficial owners) may in the future have investments in other businesses, including some that may compete 

with the Group. INS Holdings Limited (or its beneficial owners), Hiolot Holdings Limited (or its beneficial 

owners), Greenleas International Holdings LTD (or its beneficial owners), Zabala Services Limited (or its 

beneficial owners), Klearskies Management Limited (or its beneficial owners) or Cinnabar Industries Limited (or 

its beneficial owners) may therefore have interests and exercise control of the Company in a manner inconsistent 

with, and may even be adverse to, those of holders of the GDRs, any of which could have a material adverse effect 

on the Group’s business, results of operations, financial condition or prospects and the trading price of the GDRs.  

As far as the Company is aware, other than the shareholders and their beneficial owners, no person, directly or 

indirectly, has an interest in the Company’s capital or voting rights. Save in respect of INS Holdings Limited, the 

Company is not aware of any person, who, either as at the date of this Offering Memorandum or immediately 

following the Admission, exercises, or could exercise, directly or indirectly, control over the Company. 

As far as the Company is aware, as at the date of this Offering Memorandum, there are no arrangements the 

operation of which may at a later date result in a change of control of the Company. 

No holder of Ordinary Shares has voting rights that differ from any other holder of Ordinary Shares.
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MATERIAL CONTRACTS 

The following is a summary of each contract (not being a contract entered into in the ordinary course of business) 

which has been entered into by any member of the Group: (i) within the two years immediately preceding the date 

of this Offering Memorandum and which is, or may be, material; or (ii) which contains any provision under which 

any member of the Group has any obligation or entitlement which is material to the Company as at the date of this 

Offering Memorandum: 

Concession agreement relating to the International Oncology Centre in Moscow 

In May 2013, the Group entered into a concession agreement with the Moscow City government (the “Concession 

Agreement”) for the reconstruction of the International Oncology Centre in Moscow and the establishment at its 

former premises of a medical centre principally for the treatment of oncology cases. The Concession Agreement 

was entered into for a term of 49 years, terminating, unless renewed, in May 2062. Pursuant to the terms of the 

Concession Agreement, the Group is to reconstruct former state hospital facility by year-end 2025. Under PPP 

Law, a reconstruction is described as “reconstruction measures based on implication of new technologies, 

mechanisation and automation of production, modernisation and replacement of the obsolete and physically 

outworn equipment with the new, more productive equipment, changing of the technological or functional purpose 

of the concession agreement’s object or its integral parts, other measures to improve the characteristics and 

operational properties of the concession agreement’s object”. The reconstruction phase has included the demolition 

of certain previously existing structures and erecting new hospital buildings and rehabilitating certain existing 

buildings and structures, as well as fitting-up the hospital with equipment, for example installing eight linear 

accelerators. As at 31 March 2021, the Group’s concession contribution to this project was approximately 

EUR 63.8 million.  

The hospital was launched in 2020 and is offering cancer treatment services such as chemotherapy, radiotherapy 

and positron emission tomography. The International Oncology Centre in Moscow has an annual capacity of 

approximately 30,000 diagnostic procedures (including radio and laboratory diagnostics and histology), 

approximately 66,000 PET-CT cases (including one mobile PET-CT scanner and PET-CT scanners at EMC 

Schepkina Hospital), approximately 16,000 chemotherapy cases and approximately 8,000 radiotherapy cases (with 

all cases capacity calculated assuming two shifts per working day). Pursuant to the Concession Agreement, the 

Group is to provide medical care to patients that are financed through state medical coverage programmes under 

fixed annual quotas; any of the hospital’s unfulfilled capacity may be used by the Group for treating its patients 

who are not financed through MHI programmes. State-reimbursed patients will be referred to the clinic through 

an existing network of state oncology ambulatory centres in the region.  

Shareholders’ Agreements 

Shareholders’ Agreement relating to the Company  

The Company and all its current shareholders are parties to the shareholders agreement dated 4 April 2012, as 

amended, and deeds of adherence thereto (the “Shareholders’ Agreement”). The Shareholders’ Agreement 

includes, among other things, (i) provisions related to the governance of the Company, Haleria Investments Ltd., 

Joint Stock Company European Medical Center and other subsidiaries including reserved matters of the board of 

directors and shareholders meetings and (ii) provisions relating to transfer of the Shares. In accordance with the 

Shareholders’ Agreement its parties shall use their respective reasonable endeavors to assist in the effecting of an 

IPO. The Shareholders’ Agreement shall terminate upon the consummation of an IPO.  

Shareholders’ Agreement relating to SG-HOLD CO LIMITED  

The Company’s subsidiary Bertouana Limited and Senior Care Co., Ltd. entered into the shareholders agreement 

relating to SG-HOLD CO LIMITED (the holding company of Senior Group entities; see “Business—History, 

Development and Group Structure—Group Structure”) dated 21 November 2013 (the “SG-HOLD Shareholders’ 

Agreement”). The SG-HOLD Shareholders’ Agreement includes, among other things, (i) provisions related to the 

governance of SG-HOLD CO LIMITED and its subsidiaries, including reserved matters of shareholders 

(participants) meetings of SG-HOLD CO LIMITED and its subsidiaries and the boards of directors of the 

subsidiaries and (ii) provisions relating to transfer of shares in SG-HOLD CO LIMITED (including rights of first 

refusal, tag-along rights and drag-along rights). 

Agreements Relating to the Offering 

Underwriting Agreement 

On or about 15 July 2021, the Company, the Selling Shareholders and the Joint Bookrunners entered into an 

underwriting agreement, providing for, inter alia, the underwriting of the Offering (see “Plan of Distribution - 

Underwriting Agreement”). 
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Deposit Agreement 

On 8 June 2021, the Company and the Bank of New York Mellon (the “Depositary”) entered into a deposit 

agreement (“Deposit Agreement”) relating to the Offering.  

Deed Poll 

On 8 June 2021, the Company executed a deed poll (the “Deed Poll”) in order to ensure compliance with Rule 

144A information delivery requirements under the Securities Act in connection with resales of the Ordinary Shares 

and the GDRs.  
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RELATED PARTY TRANSACTIONS 

General 

In the ordinary course of business the Group enters into transactions with related parties. Parties are considered 

related if they are under common control, or one party has the ability to control the other party, exercise significant 

influence over decisions on matters of economic and financial activity, or can exercise joint control. Set forth 

below is a summary of current material transactions between or among the Group and related parties. Transactions 

between the Company and its subsidiaries, which are related parties of the Company are not disclosed in this 

section.  

The transactions between the Company and related parties in the ordinary course of business for the three months 

ended 31 March 2021 and 2020 and for the years ended 31 December 2020, 2019 and 2018 are presented in the 

table below. 

 For the three months ended 31 March 

 2021 2020 

 Turnover Balance (liabilities) Turnover Balance (liabilities) 

 (EUR in thousands) 

Management and accounting services ...  814 94 352 302 
Lease liabilities .....................................  - 11,150 - 11,262 

Repayments of lease liabilities ..............  396 - - - 

Borrowings provided .............................  - - - - 

Repayment of borrowings .....................  - - - - 

Total .....................................................  1,210 11,244 352 11,564 

 

 For the year ended 31 December 

 2020 2019 2018 

 Turnover 

Balance 

(liabilities) Turnover 

Balance 

(liabilities) Turnover 

Balance 

(liabilities) 

 (EUR in thousands) 

Management and accounting services ...  2,154 302 2,521 287 2,429 247 

Lease liabilities .....................................  - 11,262 - - - - 
Repayments of lease liabilities ..............  149 - - - - - 

Borrowings provided .............................  - - (221) (173) (44) - 

Repayment of borrowings .....................  - - 104 - - - 

Total .....................................................  2,303 11,564 2,404 114 2,385 247 

Compensation paid to key management personnel 

For the three months ended 31 March 2021 and 2020, the remuneration paid to directors and other key executives 

amounted to EUR 156 thousand and EUR 217 thousand, respectively. 

For the years ended 31 December 2020, 2019 and 2018, the remuneration paid to directors and other key executives 

amounted to EUR 858 thousand, EUR 1,009 thousand and EUR 829 thousand, respectively, and consisted of short-

term employee benefits. 

The remuneration of directors and key executives is determined by the Board of Directors and the CEO based on 

individual performance and market trends. 
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REGULATORY MATTERS 

Below is a brief summary of the rules and regulations applicable to the Group in Russia, which is the Group’s principal market. 

The following summary does not purport to be complete and is subject to new and existing Russian regulations. 

General 

All participants in the Russian healthcare industry are required to comply with extensive government regulation at 

the federal, regional and local levels. The Russian private healthcare sector is subject to significant levels of 

regulation, including restrictions on the opening and operating of private healthcare facilities, medical licensing 

requirements, anti-monopoly regulations, quality control regulations, personal data protection and employment 

restrictions. These rules and regulations are extremely complex and may require further review and clarification by 

regulatory or judicial authorities. Furthermore, some of the federal and local legislation is outdated and may need to 

be revised. However, because government intervention in the provision of private healthcare services is often 

politically controversial, some of the legislation which is intended to modernise the manner in which private 

healthcare establishments are regulated has not been, and may not be, brought into force. 

Applicable Law 

The Russian healthcare industry is primarily governed by the following federal laws, regulations and resolutions: 

• Federal Law No. 323-FZ “On Fundamentals of People’s Healthcare in the Russian Federation” dated 

21 November 2011, as amended (the “Healthcare Law”), sets out the legal, structural and economic 

framework of the Russian healthcare industry, including rights and responsibilities of healthcare providers and 

medical personnel, rules governing medical records and physician/patient confidentiality, guidelines for 

various medical procedures, including ART, and regulation of administrative protocols, such as auditing 

procedures and licensing requirements. 

• Federal Law No. 61-FZ “On Distribution of Pharmaceutical Products” dated 12 April 2010, as amended (the 

“Distribution of Pharmaceutical Products Law”), regulates the development, pre-clinical and clinical 

trials, certification, state registration, quality control, production, storage, transportation, import and export, 

advertising, sale, use, and disposal of pharmacological products. 

• The Russian Civil Code, as amended (the “Russian Civil Code”), establishes the general legal framework 

for commercial relations between legal entities. Among other things, the Russian Civil Code regulates 

property relations between commercial parties and sets out procedures for establishing, amending, 

performing and terminating contracts. 

• Federal Law No. 184-FZ “On Technical Regulation” dated 27 December 2002, as amended, establishes general 

requirements for, and compliance assessment of, products, equipment, processes, work and services. 

• Federal Law No. 38-FZ “On Advertising” dated 13 March 2006, as amended (the “Advertising Law”), regulates 

the advertising and marketing of prescription medication, medical equipment, and medical products and 

services. 

• Federal Law No. 99-FZ “On Licensing Certain Types of Activity” dated 4 May 2011, as amended (the 

“Licensing Law”), establishes general licensing procedures, including with respect to the licensing of 

medical activities. 

• The Telemedicine Law sets a legal framework for using telemedicine technologies in Russia. 

• Government Resolution No. 1006 “Rules for the Provision of Paid Medical Services to People by Medical 

Organisations” dated 4 October 2012 regulates healthcare organisations. Among other things, it sets out rules 

applicable to medical services contracts between patients and healthcare providers, including consent and 

information requirements. 

• Resolution No. 3 of the Chief State Sanitary Doctor of Russia “Sanitary and epidemiological requirements 

for the maintenance of the territories of urban and rural settlements, for water bodies, drinking water and 

drinking water supply, atmospheric air, soils, living quarters, the operation of industrial, public premises, the 

organisation and implementation of sanitary and anti-epidemic (preventive) measures” dated 28 January 2021 

(the “Medical Waste Resolution”) establishes mandatory federal requirements for the storage and disposal of 

medical waste. 

In the ordinary course of business, the Group is subject to numerous federal, regional and local laws and regulations 

relating to its financial and business operations, including its operating licences, facilities and services, 

maintenance and safety of medical records, and pricing arrangements. As at the date of this Offering Memorandum, 

the Group was in compliance with all such material federal, regional and local laws and regulations. 
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Regulatory authorities 

At the federal level, the President and the Federal Assembly are responsible for establishing a uniform domestic 

healthcare policy, including implementing legislation setting out the licensing and procedural requirements for the 

private healthcare sector. On 7 May 2012, the President of Russia adopted Order No. 598 “On the Improvement 

of State Policy in the Healthcare Sector”, which sets out the national healthcare development strategy, with special 

emphasis on the modernisation and improvement of the skills of medical personnel. 

The MOH is the primary healthcare authority charged with, among other things, the development of state 

healthcare policy, supervision of the healthcare sector, control and distribution of pharmaceutical products and 

development of medical technology. The MOH prepares and drafts most of the key federal healthcare laws and 

acts of the President and the Parliament, and, as part of its mandate, also directly issues various healthcare 

regulations and guidelines.  

The Ministry of Industry and Trade issues manufacturing licences for pharmaceutical products. 

The Federal Service for the Supervision of Healthcare (“Roszdravnadzor”) is responsible for general regulation 

and supervision of the healthcare sector, including overseeing audits of medical organisations and issuing medical 

licences and distribution licences for pharmaceutical products. 

The Federal Service for the Supervision of Consumer Rights Protection and People’s Welfare is responsible for 

monitoring compliance with sanitary and epidemiological regulations, enforcing statutory consumer rights and 

overseeing other consumer and public welfare legislation. 

The Federal Medical-Biological Agency is responsible for the provision of state sponsored medical services and 

management of state medical facilities. 

The Federal Service for Environmental, Technological and Nuclear Supervision (“Rostekhnadzor”) is 

responsible for issuing licences for the operation of hazardous medical equipment and facilities. 

The Federal Antimonopoly Service of Russia (“FAS”) is responsible for, among other things, supervising and 

regulating competition between healthcare providers and issuing healthcare pricing regulations. 

Regional authorities (such as the City of Moscow Department of Public Healthcare) are also responsible for issuing 

medical licences and distribution licences for pharmaceutical products. 

Regulation of the Healthcare Industry in Russia 

The Group is primarily affected by healthcare regulations in the following areas: 

• licensing of medical and pharmaceutical services; 

• registration and certification of medical products, including medical equipment and controlled 

pharmaceutical substances; 

• advertising and marketing of medical products and services; 

• management of personal data and maintenance of medical records; 

• certification of medical workers; 

• insurance of medical services and personnel; 

• storage and disposal of medical and hazardous waste; and 

• quality of medical services.  

Licensing 

The Group’s operations are subject to licensing requirements relating to the adequacy of its medical care, 

equipment, personnel, operating policies and procedures. The Licensing Law, as well as other regulations, 

establishes the relevant procedures for procuring and maintaining such licences. The Group believes that all its 

operating healthcare facilities are properly licensed under appropriate healthcare laws. 

In order to conduct its operations, the Group is required to obtain licences for the following activities: 

• provision of medical services—the list of applicable services is provided in Government Resolution No. 291 

“On Licensing Medical Activities” dated 16 April 2012; 

• provision of pharmaceutical services—the list of applicable services is provided in Government Resolution 

No. 1081 “On Licensing Pharmaceutical Activities” dated 22 December 2011 and includes, among other 
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things, sale, prescription, storage and transportation of pharmaceutical products. The licensing procedures 

for narcotics and psychotropic substances are established in Government Resolution No. 1085 dated 

22 December 2011 (as amended);  

• operation of radioactive sources and transportation of radioactive waste – the requirements to obtain such 

licences are established in Federal Law No. 170-FZ “On the Use of Nuclear Energy” dated 21 November 

1995 (as amended); and 

• operation of explosive and flammable facilities and hazardous production facilities of hazard classes I, II and 

III—the licensing procedures for explosive and flammable facilities are established in Government 

Resolution No. 1661 “On Licensing the Operation of Explosive and Flammable Facilities and Hazardous 

Production Facilities of Hazard Classes I, II and III” dated 12 October 2020 (as amended). 

The Group’s licences are mostly perpetual (except for licences to operate radiopharmaceuticals and transport 

radioactive materials, which expire in 2025 and 2023, respectively, and will need to be renewed), and the Group 

does not generally have regular direct contact with government authorities with respect to the extension of its 

licences. 

As at the date of this Offering Memorandum, the Group held all licences necessary to conduct the Group’s material 

operations. 

The Group’s facilities are subject to periodic and ad hoc inspections by government and other licensing authorities 

to assure continued compliance with the various standards necessary for licensing and accreditation. Although the 

Group believes it is in compliance in all material respects with such laws, rules and regulations, if it is determined that 

the Group is in material violation of such laws, rules or regulations, the Group’s business, financial condition or 

results of operations could be materially adversely affected. Moreover, if the Group fails to comply with applicable laws 

and regulations, it can be subject to criminal penalties and civil sanctions and its healthcare facilities could lose their 

licences. See “Risk Factors—Risks Relating to the Group’s Business and Industry—The Group’s business is dependent on 

obtaining and maintaining all the government licences and certain industry accreditations to operate its private healthcare 

facilities”. 

Registration of Medical and Pharmaceutical Products 

Medical and pharmaceutical products are regulated by the Distribution of Pharmaceutical Products Law. Medical and 

pharmaceutical products can only be manufactured, sold and used on the territory of Russia if they are registered 

with the Roszdravnadzor. Registration procedures are regulated by Government Resolution No. 1416 “On the 

Establishment of Procedures for the State Registration of Medical Products” dated 27 December 2012 and the 

“Administrative Regulation of Roszdravnadzor on Exercising the State Function of State Registration of Medical 

Products”, approved by Order No. 3371 of Roszdravnadzor dated 6 May 2019. The registration application must 

be filed by the developer of the relevant medical product, by the manufacturer of the relevant medical product or 

by its representative. 

Advertising of Medical Products and Services 

Russian legislation contains a few key provisions that regulate the promotion and marketing of medical and 

pharmaceutical products. There is a general requirement that all advertisements should be fair and true, including all 

healthcare advertisements. All advertisements of pharmaceutical products, medical services and medical equipment 

must be accompanied by a warning label stating potential side-effects, detailed use instructions and general 

recommendations to seek additional medical advice. In addition, medical advertisements should not, among other 

things, (i) be addressed to minors, (ii) contain references to specific cases of recovery as a result of the use of the 

advertised product; or (iii) contain any expressions of gratitude from consumers in connection with the use of the 

advertised product. 

The Advertising Law contains a general prohibition against using images of medical and pharmaceutical 

professionals in any public advertisements, with some limited exceptions made for advertisements promoting 

medical services and personal care products or advertisements targeting other medical and pharmaceutical 

professionals. 

Confidentiality 

According to Federal Law No. 152-FZ “On Personal Data” dated 27 July 2006, as amended, personal data includes 

any data sufficient to allow identification of the individual, such as the patient’s name, address, or telephone 

number, or other information that, alone or in combination with other publicly available information, reveals the 

individual’s identity. Unless otherwise provided by law, personal data must be kept confidential and may not be 

processed without the consent of the person to whom such personal data relates. 
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According to the Healthcare Law, information regarding applications for medical assistance, the health of an 

individual, a diagnosis, and other information received in the course of a medical examination or treatment is 

subject to medical secrecy. This medical information must be kept confidential at all times, even after the patient’s 

death, and may only be disclosed in limited circumstances. 

Insurance of Medical Services and Personnel 

The Russian Healthcare Law requires healthcare providers to obtain medical liability insurance that covers errors 

in their medical practices. However, the Russian Healthcare Law only provides key principles, whereas the actual 

procedures for obtaining medical liability insurance and other technical requirements are expected to be specified 

in future legislative acts, which, at of the date of this Offering Memorandum, have not yet been adopted.  

Environmental Considerations 

The Group is subject to laws, regulations and other legal requirements relating to the protection of the environment, 

especially those governing the management and disposal of hazardous substances and medical waste. 

Environmental protection matters in Russia are regulated primarily by Federal Environmental Protection Law No. 

7-FZ dated 10 January 2002, as amended (the “Environmental Protection Law”), as well as by a number of other 

federal and local laws and regulations. 

The Environmental Protection Law established a “pay-to-pollute” regime administered jointly by federal and local 

authorities. The Ministry of Natural Resources and the Environment, Rostekhnadzor and other government 

agencies establish guidelines and set permissible levels of impact on the environment, including procedures for 

waste disposal. However, medical waste is not subject to these regulations and is governed directly by the Medical 

Waste Resolution. According to the Medical Waste Resolution, medical waste is divided into five classes with 

corresponding procedures for the collection, relocation and temporary storage, disinfection, transportation and 

disposal of all medical waste. 

The Federal Service for the Supervision of the Use of Natural Resources (“Rosprirodnadzor”) and Rostekhnadzor 

(along with their regional branches) are the main agencies involved in the implementation and enforcement of 

environmental laws and regulations. The Government and the Ministry of Natural Resources and the Environment 

are responsible for coordinating the activities of the regulatory agencies in this area. 

If a company violates any environmental regulations or causes material harm to the environment, individuals or 

any other legal entity, a court action may be brought by the environmental authorities, individuals, legal entities 

or other interested parties to limit or ban these operations and require the company to remedy the effects of the 

violation. Any company or employees that fail to comply with the requirements of applicable environmental laws 

and regulations may be subject to administrative and/or civil liability, while individuals may be subject to either 

civil liability or criminal liability. Courts may also impose clean-up obligations on violators in lieu of, or in addition 

to, fines. The limitation period for lawsuits seeking compensation for environmental damage is 20 years from the 

date of the incident. 

Health and Safety 

Federal Law No. 116-FZ “On the Industrial Safety of Dangerous Industrial Facilities” dated 21 July 1997, as 

amended (the “Safety Law”) is the principal law regulating industrial safety in Russia. The Safety Law applies, 

in particular, to sites where flammable, toxic and explosive substances are used, stored and processed. The Safety 

Law also contains the criteria for considering facilities and sites “dangerous” and a comprehensive list of dangerous 

substances, the presence of which on facilities and sites gives rise to an obligation to disclose a “declaration of industrial 

safety” and their permitted concentrations. 

Rostekhnadzor has extensive authority in the field of industrial safety. In case of an accident, a special commission 

led by a representative of Rostekhnadzor conducts a technical investigation of the cause. The company operating the 

hazardous industrial facility where the accident took place bears all costs of an investigation. The officials of 

Rostekhnadzor have the right to access dangerous sites and may inspect documents and safety procedures to ensure 

compliance with the safety rules. Rostekhnadzor may suspend or terminate operations or impose administrative 

liability on the company. 

Any company or individual violating industrial safety rules may incur administrative and/or civil liability and 

individuals may also incur criminal liability. A company that violates safety rules in a way that negatively impacts 

the health of an individual may also be required to compensate the individual for lost earnings and other damages. 

See “Risk Factors—Risks relating to the Group’s Business and Industry— The Group is subject to environmental, and 

health and safety laws and regulations and may be exposed to significant liabilities if it fails to comply with such laws and 

regulations.” 
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Land Use Rights 

Under the Land Code of Russia No. 136-FZ dated 25 October 2001, as amended (the “Land Code”), companies 

generally have one of the following rights with regard to land located in Russia: (i) ownership; (ii) lease; (iii) right 

of free use for a fixed term; or (iv) the right of perpetual use. 

The majority of land plots in Russia are owned by federal, regional or municipal authorities, which, through public 

auctions, tenders or through private negotiations, can sell, lease or grant rights of land use to third parties. See “Risk 

Factors—Risks Relating to the Group’s Business and Industry—Leases relating to land and buildings in which the Group’s 

healthcare facilities are located may not be renewed, and the Group may lose possession of the leased properties and 

related buildings and other improvements”. 

Some of the Group’s healthcare facilities, such as the hospitals on Schepkina Street and Orlovsky Pereulok, are 

located on land which is leased from the City of Moscow. The EMC Schepkina Hospital and the EMC Orlovsky 

Hospital land plot leases are for 49 and 47 years (expiring on 5 November 2064 and 6 August 2056), respectively. 

The Group also leases hospital and medical centre buildings from various private entities with leases ranging from 

10 to 25 years (with the exception of the short-term leases for certain geriatric centres). 

Regulation of Competition and Mergers 

Federal Law No. 135-FZ On the Protection of Competition dated 26 July 2006, as amended (the “Competition 

Law”), regulates competition in Russia and is enforced by the FAS. 

Dominant position in the market 

The Competition Law determines a dominant position pursuant to certain criteria, including, among other things, 

where a company or a group of persons has a market share in a particular commodity market in excess of 50%, 

unless the FAS specifically establishes that the relevant company does not have a dominant position. However, 

even if a company has a market share of less than 50% in a particular commodity market, the FAS may still 

specifically determine that the company has a dominant position in certain cases. The Competition Law assumes 

that a company has a dominant position if it has a substantial influence on the circulation of goods in a particular 

commodity market; may force other participants from such market; or may restrict the access of other companies 

to such market. The Competition Law also provides for the “collective” dominance rule under which any one of 

three or fewer entities with a total market share of more than 50%, or any one of five or fewer entities with a total 

market share of more than 70% (if the shares of these entities are bigger than the shares of other participants in 

this market and in no event is the share of each such entity less than 8%), will be deemed to be in a dominant 

position to the extent that, for a period of at least one year or for the period of existence of the relevant market, the 

market shares of the respective entities do not change in any significant respect; the access of new competitors to 

this market is impeded; and the relevant commodity cannot be substituted by other commodities, a price increase 

for such commodity does not condition the relevant decrease in demand for such commodity and information about 

the prices, sale and purchase of such commodity in the relevant market is publicly available. 

As a general rule, a company may not be deemed to be in a dominant position if its market share is less than 35%, 

but this rule does not apply if the company holds a collective dominant position (as described above) and in a 

number of scenarios which are irrelevant to the Group.  

The Competition Law prohibits companies with a dominant position from, among other things, imposing 

unfavourable contractual terms, artificially limiting the supply of goods, maintaining high or low monopolistic 

prices and refusing without justification to sell goods to third parties, and setting different prices for the same 

goods. Companies in a dominant position may also become subject to additional antimonopoly restrictions 

imposed by the FAS. 

Anticompetitive agreements and concerted actions 

The Competition Law generally prohibits any concerted actions of, and agreements between, competitors and/or 

coordination of business activities that results or may result in, among other things, fixing or maintaining prices, 

discounts, mark-ups or margins; coordination of auction bids; division of a market by territory, volume of sales or 

purchases, types of goods, customers or suppliers or refusal to enter into contracts with certain buyers (customers) 

in the absence of economic or technological justification. The Competition Law also prohibits other actions and 

arrangements, if they lead or may lead to limitation of competition, which include imposing unfavourable 

contractual terms, setting different prices for the same goods, for reasons other than economic or technological 

reasons or creation of barriers to entering or exiting a market for other market players. There is limited established 

court practice on what concerted actions or coordination of business activity are and the FAS and courts interpret 

these concepts inconsistently. As a result, there is significant uncertainty as to what actions may be viewed as a 

violation of the Competition Law. In a number of court cases, Russian courts found concerted actions where market 

participants acted in a similar way within the same period of time, although, arguably, there have been legitimate 
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economic reasons for such behaviour and the behaviour was not aimed at restriction of competition. Therefore, 

there is a risk that the Group can be found in violation of the Competition Law if its market behaviour vis-à-vis its 

customers or suppliers is viewed as being similar to behaviour of the Group’s competitors and perceived by the 

FAS as a restriction of competition. Such broad interpretations of the Competition Law may result in the FAS 

imposing behavioural limitations on the Group’s activities, may limit operational flexibility and may result in civil, 

administrative and even criminal liability. The Competition Law also prohibits any form of unfair competition, 

including, among other things, through defamation or otherwise. 

The Competition Law establishes a merger control regime and requires that FAS be notified of certain transactions. 

Under the Competition Law, an investor or several entities constituting “a group of entities and/or individuals” 

must apply for the prior consent of the FAS in relation to: 

• an initial acquisition of more than 25% of the voting shares in a Russian joint stock company, or more than 

1⁄3 of the participation interests in a Russian limited liability company, provided that the acquirer did not 

have any shares (or participation interests) in such company or had less than the above threshold before the 

acquisition; 

• a subsequent acquisition of the voting shares in a Russian joint stock company or participation interests in a 

Russian limited liability company such that the level of the holding of the company’s shares (or participation 

interests) passes the thresholds of 50% or 75% of the voting shares in a Russian joint stock company or 1⁄2 

or 2⁄3 of the participation interests in a Russian limited liability company; 

• an acquisition or lease/licensing of fixed production and/or intangible assets (other than land and non-

industrial buildings, constructions, premises and parts thereof or constructions in progress) if the book value 

of such assets exceeds 20% of the book value of the production and intangible assets of the transferor;  

• an acquisition of rights to direct the conduct of business of a Russian entity (e.g. rights to give binding 

instructions to a Russian entity or control the decision making process in a Russian entity, including rights to 

exercise powers of the sole executive body of a Russian entity); 

• an acquisition of shares resulting in the investor and its group holding (directly and/or indirectly) in total over 

50% of voting shares in, or rights to direct the conduct of business of, a non-Russian entity which had turnover 

in Russia in the last calendar year exceeding RUB 1 billion (e.g. rights to give binding instructions to such 

non-Russian entity or control the decision making process in it, including rights to exercise powers of the 

CEO); or 

• entry into agreements between competitors providing for their joint activities in the territory of Russia. 

The FAS’s prior consent for an acquisition is required if (i) either the aggregate balance sheet value of the assets 

of the acquirer and the target and the companies of their respective groups exceeds RUB 7 billion or the aggregate 

revenues of the same entities in the last calendar year exceeds RUB 10 billion; and (ii) the aggregate balance sheet 

value of the assets of the target and the companies of its group exceeds RUB 400 million. If the seller is losing 

control over the target as a result of the transaction, the seller’s assets and turnover are not taken into account for 

the thresholds above. In relation to agreements between competitors the thresholds listed in item (i) only are 

applicable.  

Under the Competition Law, a transaction entered into without prior FAS approval (where it was required) may 

be invalidated by a court order following a FAS application, provided that such transaction has led or may lead to the 

restriction of competition, for example, by strengthening a dominant position in the relevant market. 

Intra-group transfers are exempt from the prior approval requirement if an intra-group transfer is made to a 

transferee (a) in which the transferor holds more than 50% of voting shares or (b) which holds more than 50% of 

voting shares in the transferor or (c) which is under common control with the transferor (if the controlling entity 

holds, directly or indirectly, more than 50% of the voting shares in both the transferee and the transferor).  

Intra-group transfers which do not fall within the above exemption are subject to merger control. In relation to 

such intra-group transfers either a prior consent notification or a post-completion notification may be submitted. 

The latter is possible if not later than 1 month prior to completion a list of group members is disclosed to the FAS 

in accordance with Article 31 of the Competition Law. The list should specify the grounds for including each of 

the group members in the group. The list submitted to the FAS will be published on the FAS website. 

The Competition Law expressly provides for its extraterritorial application to transactions and actions made outside 

of Russia between Russian and/or foreign entities if such transactions or actions impact the competition environment 

in Russia. 
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Foreign Ownership  

The Strategic Investments Law establishes certain restrictions for foreign investments in Russian companies which 

are deemed strategically important for the defence and security of the Russian Federation. More specifically, the 

Strategic Investments Law provides for a list of ‘strategic’ activities, which, inter alia, include operation of 

radioactive sources (with the exception of the operations carried out in the civil sector of economy by companies for 

which such activity is not their key line of business), construction of radioactive sources and handling of nuclear and 

radioactive materials. As at the date of this Offering Memorandum, the Group holds (i) a licence for the operation 

of radioactive sources (which activity, however, may be viewed as ‘non-strategic’ as it is performed in the civil sector 

and is an auxiliary line of business, whilst the key line of business is ‘provision of medical services’), (ii) a license for 

the construction of radioactive sources and (iii) a license for handling of radioactive substances during their 

transportation. Accordingly, by virtue of holding at least two licenses, the Group is subject to the respective 

restrictions. 

Under the Strategic Investments Law certain transactions by a foreign investor, which is defined as a foreign entity 

or individual (including Russian individuals with foreign citizenship) or an entity, no matter Russian or foreign, 

which is directly and indirectly controlled by any such foreign entity or individual (a “Foreign Investor”), require 

prior approval of the Government Commission and/or submission of a post-completion notification. Prior approval 

is required for (setting aside trigger events which are obviously irrelevant to the Group): 

(i) direct or indirect acquisition (including if the voting right is temporarily transferred to another person (other 

persons) under property trust management agreement, pledge agreement and other agreement or 

transaction) of 50% or more of the voting shares in a company which engages in, or holds a license 

authorising it to carry out, activities strategically important for national defence and security (such as 

constructing of radioactive sources and handling of radioactive substances during their transportation, as 

described above) (a “Strategic Company”);  

(ii) acquisition of the right to determine the decisions of the governing bodies of a Strategic Company, 

including the terms of conduct by it of its business;  

(iii) acquisition of the right to appoint the CEO of a Strategic Company or elect more than 50% of its Board of 

Directors or another collegial governing body;  

(iv) performance of the functions of a management company of a Strategic Company; and 

(v) purchase, lease, etc. of fixed production assets of a Strategic Company if the book value of such assets 

amounts to 25% or more of the book value of all assets of the seller/lessor. 

Submission of a post-completion notification is required in relation to a direct or indirect acquisition of 5% (or 

more) of the shares in a Strategic Company or in relation to closing of any transaction which was approved by the 

Government Commission.  

Under the Strategic Investments Law stricter rules apply to transactions in relation to Strategic Companies entered 

into by foreign states, international organisations, persons that do not disclose information on their beneficiaries 

and controlling parties to the FAS and entities controlled by them.  

In particular, foreign states, international organisations, persons that do not disclose information on their 

beneficiaries and controlling parties to the FAS and entities controlled by them are prohibited from obtaining 

control over Strategic Companies and/or acquiring/leasing of fixed production assets of a Strategic Company if 

the book value of such assets amounts to 25% or more of the book value of all assets of the seller/lessor. 

Furthermore, acquisition (whether direct or indirect) by a foreign state, an international organisation and entities 

controlled by them of (i) more than 25% of the voting shares in a Strategic Company (including if the voting right 

is temporarily transferred to another person (other persons) under property trust management agreement, pledge 

agreement and other agreement or transaction); or (ii) any powers to block decisions of the management bodies of 

a Strategic Company require prior approval of the Government Commission. In addition, pursuant to the recent 

amendments to the Strategic Investments Law, the acquisition by the Foreign Investor, which is not a foreign state, 

an international organisation or an entity controlled by them, of more than 25% of the voting shares in a Strategic 

Company or obtaining veto rights in relation to a Strategic Company requires to disclose to the FAS of information 

on such Foreign Investor’s beneficiaries and controlling parties prior to the acquisition. If beneficiaries and 

controlling parties are not disclosed, a requirement to obtain approval of the Government Commission applies. 

Additional filing requirements applicable to foreign states and international organisations and entities controlled 

by them are set out in the Foreign Investments Law, according to which any acquisition (whether direct or indirect) 

by a foreign state or international organisation or entities controlled by them of (i) more than 25% of the voting 

shares in any Russian company; or (ii) any powers to block decisions of the management bodies of any Russian 

company, requires prior approval in accordance with the procedure set out in the Strategic Investments Law. 
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Furthermore, the Chairman of the Government Commission may resolve that prior approval in accordance with 

the procedures set out in the Strategic Investments Law is required for any transaction made by any foreign investor 

in relation to any Russian entity.  

If a transaction is completed without prior approval (where required under the Strategic Investments Law and/or 

Foreign Investments Law), such transaction is void under Russian law and may be unwound in court. If unwinding 

is not possible, the Foreign Investor may be deprived in court of the voting rights at the shareholders meeting of 

the Russian entity concerned. Furthermore court proceedings may be brought seeking to invalidate 

resolutions/decisions taken by the shareholders meeting, Board or any other governing/management body 

(including the CEO) of the Russian entity concerned after completion of the notifiable transaction (which may 

result in invalidation of all contracts, etc. approved by such resolutions/decisions). Failure to obtain prior approval 

also entails a fine on the Foreign Investor of up to 1,000,000 Roubles and on its officers of up to 50,000 Roubles.  

Failure to submit a post-completion notification, which is required under the Strategic Investments Law, entails 

depriving the Foreign Investor in court of the voting rights at the shareholders meeting of the Strategic Company 

until the Foreign Investor duly submits the notification. Such failure also entails a fine on the Foreign Investor of 

up to 500,000 Roubles and on its officers of up to 30,000 Roubles. 

Furthermore, foreign persons registered as individual entrepreneurs in the Russian Federation and foreign 

companies (regardless of whether they are registered with the Russian tax authorities) that acquire shares in a 

Russian joint stock company may need to notify the Russian tax authorities within one month of such acquisition.  

Certification and Accreditation of Medical Practitioners 

Pursuant to the Healthcare Law, in order to practice medicine in Russia, the medical practitioner must undergo 

approved medical training and obtain a valid medical certificate (which is being replaced by an accreditation 

certificate starting from 1 January 2016). Currently, medical certificates are issued by various educational and 

research organisations to medical practitioners qualified in Russia and by Roszdravnadzor to medical practitioners 

qualified abroad. The shift to the introduction of accreditation procedures began on 1 January 2016 and is planned 

to be completed by 31 December 2025. Medical certificates issued before 1 January 2021 will remain in force until 

their expiration date. As at 1 January 2016, medical practitioners are evaluated at least once every five years and 

issued a new accreditation certificate by the relevant agency. It is expected that the new accreditation process will 

improve the quality of medical services by setting out the accreditation of each medical practitioner and the 

additional training required to maintain the accreditation certificate. 

Telemedicine 

In July 2017, the Russian government enacted the Telemedicine Law as a part of the healthcare IT strategy. The 

Telemedicine Law sets out a legal framework for using telemedicine technologies in Russia, allowing electronic 

exchange of medical documents, and the legal recognition of electronic forms of medical documents. The 

Telemedicine Law creates a Unified State Health Information System for information exchange between doctors, 

patients, medical institutions and pharmaceutical companies. The telemedicine technologies will help to monitor 

patients’ health remotely and organise communication among doctors and between doctors and their patients. The 

Telemedicine Law entered into force on 1 January 2018, apart from provisions relating to prescriptions for 

medicines containing narcotic or psychotropic substances, which entered into force on 1 January 2019. 

Healthcare PPPs 

Raising private investment in the healthcare sector is mainly governed by two federal laws. These are Federal Law 

No. 115-FZ “On Concession Agreements” dated 21 July 2005 and Federal Law No. 224-FZ “On Public-Private 

Partnerships and Municipal-Private Partnerships in the Russian Federation and Amending Certain Russian 

Federation Legal Regulations” dated 13 July 2015 (the “PPP Law”). 

The PPP Law sets out binding provisions of PPP agreements, including in relation to construction and/or 

reconstruction of facilities by a private partner, full or partial financing thereby of such facilities, and facility 

operation and/or maintenance by a private partner. The law also provides an exhaustive list of facilities covered 

by PPP agreements, including healthcare facilities such as sanatoria. Furthermore, Russian Government Decree 

No. 138 dated 14 February 2009 approves a template concession agreement in relation to healthcare facilities. 

A healthcare PPP usually provides for a mix of state and private healthcare, including by way of concession 

agreements and/or private healthcare facilities being included in the MHI system. 

Over the past few years, legislation relating to MHI has undergone significant changes, including changes affecting 

the possibility of implementing PPP projects. Since 2015, all funding for free healthcare, including VMP, has been 

provided by way of MHI with no direct funding from the budget. The changes provided for the following: 
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• legal grounds for private medical institutions’ participation in the MHI system; 

• citizen’s rights to choose between medical institutions covered by MHI; 

• an increased range of funding options for additional services under the MHI system as a result of additional 

financing by the Russian constituent entities, which allows medical institutions party to PPP projects to 

implement new services not previously covered by MHI payments.  

Employment and Labour 

Employment matters in Russia, including specific regulation of medical workers’ employment, are primarily 

governed by Russian Labour Code No. 197-FZ dated 30 December 2001, as amended (the “Labour Code”). 

Employment contracts 

As a general rule, employment contracts are concluded with employees for an indefinite term. Russian labour 

legislation expressly limits the possibility of entering into fixed-term employment contracts. However, an 

employment contract may be entered into for a fixed term of up to five years in certain cases where labour relations 

may not be established for an indefinite term due to the nature of the duties or the conditions of the performance 

of such duties as well as in other cases expressly identified by federal law. 

An employer may terminate an employment contract only on the basis of the specific grounds enumerated in the 

Labour Code, including (i) liquidation of the company or staff redundancy; (ii) failure of the employee to comply 

with the job position’s requirements due to incompetence, as confirmed by the results of appraisal; (iii) systematic 

failure of the employee to fulfil his or her duties without a fair excuse if within the year this employee was subject 

to prior disciplinary action and if a warning or reprimand imposed on the employee has not been withdrawn by the 

employer; (iv) any single gross violation by the employee of his or her duties as it is defined in the Labour Code; 

and (v) provision by the employee of false documents or misleading information prior to entry into the employment 

contract. 

Specific selection criteria of employees to be dismissed due to staff redundancy and notification requirements are 

established by the Labour Code. An employee dismissed from a company due to staff redundancy or liquidation 

is entitled to receive compensation including a severance payment and, depending on the circumstances, average 

salary payments for a certain period of time. 

The Labour Code also provides protection for specified categories of employees. For example, except in cases of 

liquidation of a company, an employer cannot dismiss an employee who is on sick-leave, a business trip or on 

holiday, or expectant mothers. Mothers with a child under the age of three, single mothers with a child under the 

age of 14 or a disabled child under the age of 18, or other persons caring for a child under the age of 14 or a 

disabled child under the age of 18 without a mother, may not be dismissed by the employer except for cause. 

Dismissal of minors, except for dismissal due to liquidation of a company, requires prior approval by the State 

Labour Inspectorate and by the Minor Inspectorate. 

Any termination by an employer that is inconsistent with the Labour Code requirements may be invalidated by a 

court, and the employee may be reinstated. Lawsuits for the reinstatement of illegally dismissed employees and 

claiming damages for wrongful dismissal are increasingly frequent, and Russian courts tend to support employees’ 

rights in most cases. Where an employee is reinstated by a court, depending on the scope of the employee’s claims, 

the employer must compensate the employee for the unpaid average salary for the period between the wrongful 

termination and reinstatement, as well as for the distress suffered by the employee and perform some other 

remedial actions. 

Work time, annual leave and retirement 

The Labour Code generally sets the regular working hours at 40 hours per week. Any time worked beyond 40 

hours per week, if the employee is not working on an irregular working hours regime, must be compensated at a 

higher rate. In addition, the regular working hours for the medical workers has been reduced to not more than 39 

hours per week. For certain categories of medical workers the working time is reduced to 24-36 hours per week. 

Work on public holidays and weekends must also be compensated at a higher rate. Annual paid vacation leave 

under the law is generally 28 calendar days. Certain categories of medical workers are entitled to additional annual 

paid vacation. Employees who work in harmful conditions may be entitled to additional annual paid vacation. The 

duration of such additional annual paid vacation is determined based on provisions of an industrial agreement or 

a collective bargaining agreement and cannot be less than 7 calendar days. In 2021, the retirement age in Russia 

is 63 years for men and 58 years for women and will be increased gradually to 65 years for men and 60 years for 

women by 2023.  
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Salary 

The minimum salary in Russia, as established by federal law, is calculated on a monthly basis and, effective from 

1 January 2021, was set at RUB 12,792.  

Local Russian authorities are entitled to adopt a higher local minimum salary, but are not allowed to adopt a lower 

salary than the federal minimum level. The minimal salary level may also be set by collective bargaining 

agreements and collective agreements. Although the law requires that the minimum salary be at, or above, a 

minimum subsistence level, the current minimum salary is generally considered to be less than a minimum 

subsistence level. Salary is to be paid on a bi-weekly basis. The salary payment dates should be specified by the 

employer’s internal labour regulations, a collective bargaining agreement or an employee’s employment contract. 

Strikes 

The Labour Code defines a strike as the temporary and voluntary refusal of employees to perform their work duties 

with the intention of settling a collective labour dispute. Russian legislation contains several requirements for 

strikes to be qualified as legal under the law. Participation in a legal strike may not be considered by an employer 

as a ground for terminating an employment contract, although employers are generally not required to pay salaries 

to striking employees for the duration of the strike. Participation in an illegal strike after a court decision on the 

illegality of the strike has been delivered to the employees’ representative body may be adequate grounds for 

disciplinary actions against the employee, including dismissal. Since its establishment, the Group has not 

experienced any strikes. 

Trade unions 

Trade unions in Russia still retain significant influence over employees of large industrial companies. The activities 

of trade unions are generally governed by Federal Trade Unions, Their Rights and Guaranties of Their Activity 

Law No. 10-FZ dated 12 January 1996, as amended, (the “Trade Union Law”). Other applicable legal acts include 

the Labour Code, which provides for more detailed regulations relating to activities of trade unions. The Trade 

Union Law defines a trade union as a voluntary union of individuals with common professional and other interests 

that is incorporated for the purposes of representing and protecting the rights and interests of its members. As at 

the date of this Offering Memorandum, the Group’s employees did not belong to any trade unions. 

Collective bargaining agreements 

The Labour Code provides that a collective bargaining agreement applies to all employees of the company whether 

members or non-members of the trade union. A collective bargaining agreement may be concluded either for the 

entire company, or for its branches, representative offices and other structural subdivisions. A collective bargaining 

agreement may be concluded for a term not exceeding three years and may be extended for another three years. It 

is not possible to include in the collective bargaining agreement a provision worsening the employees’ standing 

under the general rule of law, as such provisions would be null and void. As at the date of this Offering 

Memorandum, the Group did not have any collective bargaining agreements. 
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DESCRIPTION OF SHARE CAPITAL AND CERTAIN REQUIREMENTS 

OF CYPRIOT LEGISLATION 

Set forth below is a description of the Company’s share capital, the material provisions of the Company’s 

memorandum and articles of association in effect on the date of this Offering Memorandum and certain 

requirements of Cypriot legislation. Holders of GDRs will be able to exercise their rights with respect to the 

Ordinary Shares underlying the GDRs only in accordance with the provisions of the Deposit Agreement and the 

terms and conditions of the GDRs (see “Terms and Conditions of the Global Depositary Receipts”) and the 

relevant requirements of Cypriot law. 

Description of the Company 

The Company was incorporated as a private limited liability company limited by shares and was registered in the 

Republic of Cyprus on 7 October 2008 under the name United Medical Group Cy Limited, pursuant to the 

certificate of incorporation issued by the Office of the Registrar of Companies in Cyprus, and has conducted 

business since that date. The shareholders of the Company resolved by a special resolution on 20 May 2021 that 

United Medical Group Cy Limited be converted into a public company and that its name be changed to United 

Medical Group Cy PLC. The formal registration of the change of name with the Registrar of Companies in Cyprus 

occurred on 27 May 2021. The Company’s registration number is 239393, and its registered office is at fourth 

floor office, on The Hawk Building, located at 124 Gladstonos Street, 3032, Limassol, Cyprus. The telephone 

number of the Company’s registered office is +357 99 013414. The Company’s principal place of business is 

located at fourth floor office, on The Hawk Building, located at 124 Gladstonos Street, 3032, Limassol, Cyprus 

and the telephone number at the principal place of business is +357 99 013414. The principal legislation under 

which the Company operates, and under which the Ordinary Shares are created, is the Companies Law, Cap. 113 

of Cyprus (as amended). 

Purposes and Share capital 

The Company’s objectives are set forth in full in Regulation 3 of the Company’s memorandum of association. 

The Company’s authorised share capital on its incorporation was U.S.$ 5,000.00 divided into 500,000 ordinary 

shares of U.S.$ 0.01 each.  

There are no limitations on the rights to own the Ordinary Shares, including the rights of non-resident or foreign 

shareholders to hold or exercise voting rights on the Ordinary Shares under Cyprus law or the Company’s articles 

of association. 

On 30 August 2018, by way of a unanimous written resolution of the shareholders of the Company, the authorised 

share capital of the Company, issued and unissued, was subdivided by a factor of 25. The nominal price of the 

shares in the Company was decreased from U.S.$ 0.01 to U.S.$ 0.0004.  

On 31 August 2018, by way of a unanimous written resolution of the shareholders of the Company, the authorised 

share capital of the Company was increased from U.S.$ 5,000 divided into 12,500,000 ordinary shares of 

U.S.$ 0.0004 each to 90,000,000 ordinary shares of U.S.$ 0.0004 each and all 85,771,625 ordinary shares of 

U.S.$ 0.0004 each authorised but not yet allotted at the time, were allotted to rank pari passu with existing issued 

shares. The Ordinary Shares are in registered form. Ownership of registered shares is established by an entry into 

a register of the shareholders of the Company, which is maintained at the registered office of the Company. 

As at the date of this Offering Memorandum, the Company’s issued share capital was U.S.$ 36,000 divided into 

90,000,000 Ordinary Shares of U.S.$ 0.0004 each which are fully paid. The Company does not have in issue any 

listed or unlisted securities not representing its share capital.  

Neither the Company nor any of its subsidiaries (nor any party on its behalf) holds any of its Ordinary Shares. 

Neither the Company nor any of its subsidiaries has any outstanding convertible securities, exchangeable securities 

or securities with warrants or any relevant acquisition rights or obligations over the Company’s or either of the 

subsidiaries’ authorised but unissued capital or undertakings to increase its issued share capital.  

The Company’s articles of association and the Companies Law, Cap 113 (as amended), to the extent not disapplied 

by shareholders’ resolution, or otherwise waived by the shareholders, confer on shareholders certain rights of pre-

emption in respect of the allotment of equity securities which are, or are to be, paid up in cash and, following the 

Offering, will apply to the Company’s authorised but unissued share capital. Subject to certain limited exceptions, 

unless the approval of the Company’s shareholders in a general meeting is obtained, the Company must offer 

shares to be issued for cash to holders of shares on a pro rata basis. None of the Company’s shares are currently in 

issue with a fixed date on which entitlement to a dividend arises and there are no arrangements in force whereby 

future dividends are waived or agreed to be waived. 
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Articles of Association 

In this section Law means the Companies Law, Cap. 113 of Cyprus and any successor statute or as the same may 

from time to time be amended. The Company’s current articles of association were adopted on 20 May 2021. 

The following is a brief summary of certain material provisions of the Company’s articles of association as will 

be in effect on and immediately prior to the Closing Date. The summary below does not purport to be complete 

and are subject to, and are qualified in their entirety by reference to, the provisions of the articles of association of 

the Company and applicable Cyprus law. Prospective investors are urged to read the complete form of the 

Company’s articles of association. 

Rights attaching to Ordinary Shares 

All Ordinary Shares have the same rights attaching to them, a summary of which is set forth below. 

Issue of shares 

The Company’s articles of association provide for a possibility to issue multiple classes of shares and the share 

capital of the Company may be divided into multiple classes of shares.  

The Ordinary Shares shall be at the disposal of the directors who, upon complying with the provisions of the 

articles of association and Sections 60A and 60B of the Law, may allot or otherwise dispose of any unissued shares 

in the appropriate manner as regards the persons, the time and, in general, the terms and conditions as the directors 

may decide, provided that no share shall be issued at a discount. 

Pre-emption rights 

Subject to the provisions of Section 60B of the Law and to any special resolution passed at the general meeting of 

the Company in accordance with Section 60B of the Law (as described below), all new shares and/or all securities 

which are convertible into shares in the Company that are to be issued for cash, shall be offered to the existing 

shareholders of the Company on a pro-rata basis to the participation of each shareholder in the capital of the 

Company, on a specific date fixed by the directors. Any such offer shall be made upon written notice to all the 

shareholders specifying the number of the shares or securities which the shareholder is entitled to acquire and the 

time periods (which shall not be less than fourteen days from the dispatch of the written notice), within which the 

offer, if not accepted, shall be deemed to have been rejected. If, until the expiry of the said time period, no 

notification is received from the person to whom the offer is addressed or to whom the rights have been assigned 

that such person accepts all or part of the offered shares or other securities which are convertible into shares of the 

Company, the directors may distribute or otherwise dispose of them in such manner and upon such terms that they 

may deem fit. 

According to Section 60(B) of the Law, whenever shares and/or all securities which are convertible into shares 

will be issued in exchange for a cash consideration, the shareholders have pre-emption rights with respect to such 

issuance of shares or convertible securities. These pre-emption rights may be disapplied by a resolution of the 

general meeting which is passed by a two thirds majority if more than half of all the votes are represented at the 

meeting and by an ordinary resolution if at least half of all the votes are represented at the meeting. The directors 

have an obligation to present to the relevant general meeting a written report which explains the reasons for the 

disapplication of the pre-emption rights and justifies the proposed issue price of the shares. 

Voting rights 

Subject to any special rights or restrictions as to voting attached to shares (of which there are none at present), 

every holder of Ordinary Shares who is present (if a natural person) in person or by proxy or, (if a corporation) is 

present by a representative, not himself being a member, shall have one vote and on a poll every holder who is 

present in person or by proxy shall have one vote for each Ordinary Share of which he is a holder and a member 

entitled to more than one vote, need not use all of his votes or cast all the votes he uses in the same way. A corporate 

member may, by resolution of its respective directors or other governing body, authorise a person to act as its 

primary representative and/or proxy and/or attorney at general meetings and that person may exercise the same 

powers as the corporate shareholder could exercise if it were an individual member. 

The instrument appointing a proxy shall be in writing under the hand of the appointer or of his attorney duly 

authorised in writing, or, if the appointer is a corporation, either under a seal, or under the hand of an officer or 

attorney duly authorised. A proxy does not need to be a shareholder. 

The instrument appointing a proxy and the power of attorney or other authority, if any, under which it is signed, 

or a notarial certified copy of that power or authority, shall be deposited at the Company’s registered office or at 

such other place within Cyprus as is specified for that purpose in the notice convening the meeting at any time 

before the time for holding the meeting or adjourned meeting, at which the person named in the instrument 
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proposes to vote, or, in the case of a poll, at any time before the time appointed for the taking of the poll, and in 

default the instrument of proxy shall not be treated as valid. 

No shareholder shall be entitled to vote at any general meeting unless all calls or other sums presently owed by 

him in respect of his shares in the Company have been paid. 

Dividend and distribution rights 

The Company may in a general meeting of shareholders declare dividends, but no dividend shall exceed the amount 

recommended by the directors which shall be based on audited stand-alone financial statements of the Company 

for that financial year. Under the Law, the Company may not make distributions if the distribution would reduce 

its net assets below the total sum of the issued share capital and the reserves that it must maintain under the Law. 

The directors may from time to time and subject to the provisions of Section 169C of the Law pay to shareholders 

such interim dividends (including the fixed dividends payable at fixed times) on shares as appear to the directors 

to be justified by the Company’s profits but no dividend will be paid otherwise than out of profits or reserves 

available for distribution. 

Subject to the applicable dividend policy in force (see “Dividend Policy”), the directors may, before recommending 

any dividend, set aside out of the Company’s profits such sums as they think proper as a reserve or reserves which 

shall, at the discretion of the directors, be applicable for any purpose to which the Company’s profits may, at their 

discretion, either be employed in the Company’s business or be invested in such investments (other than the 

Company’s shares) as the directors may from time to time think fit. The directors may also, without placing the 

same in the reserve, carry forward to the next year any profits which they may think prudent not to distribute. 

Variation of rights 

If at any time the share capital is divided into different classes of shares, the rights attached to any class may, 

subject to the provisions of Sections 59A and 70 of the Law, whether or not the Company is being wound up, be 

amended or abolished with the sanction of a resolution approved in accordance with the provisions of Section 59A 

of the Law at a separate general meeting of the holders of the shares of the class. The decision shall be taken by 

(i) a two-thirds majority of the votes, corresponding either to the represented securities or to the represented issued 

share capital, or (ii) where at least half of the issued capital is represented, a simple majority of the votes. Where 

at least half of the issued capital is represented, a simple majority shall be sufficient. Members voting against the 

variation of that class, who between them hold or represent 15% of the issued shares of that class, may apply to 

the court to set aside the variation. 

Alteration of capital 

The following alterations to Company’s share capital may be effected by approval of a majority of two-thirds of 

the votes corresponding either to the represented securities or to the represented issued share capital, if less than 

half of the issued share capital is represented, and by simple majority when at least half of the issued share capital 

is represented at a general meeting of the Company’s shareholders: 

• an increase of the Company’s share capital by such sum, to be divided into shares of such amount, as the 

relevant resolution shall prescribe; 

• the consolidation and division of all or any of its share capital into shares of larger amounts than its existing 

shares; 

• the subdivision of its existing shares, or any of them, into shares of a smaller amount than is fixed by the 

memorandum of association subject, nevertheless, to the provisions of Section 60(1)(d) of the Law; and 

• the cancellation of any shares which, at the date of the passing of the resolution, have not been taken nor 

agreed to be taken by any person and the diminution of the amount of the share capital by the amount of the 

shares so cancelled. 

The Company may also, by special resolution, reduce its share capital, any capital redemption reserve fund or any 

share premium account in any manner and subject to any terms required by the Law but not below the statutory 

minimum registered share capital of EUR 25,629.00.  

Power to issue redeemable preference shares 

Subject to the provisions of Section 57 of the Law and if authority is contained in the Articles of Association of 

the Company, any preference shares may, with the sanction of an ordinary resolution, be issued on the condition 

that they are, or at the discretion of the Company by special resolution are liable to be, redeemed on such terms 

and in such manner as the Company, prior to the issue of such shares, may determine. 
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Winding up 

If the Company is wound up, the liquidator shall take into his custody or under his control all the property and 

things in action to which the Company is or appears to be entitled. 

The liquidator has a duty to pay the debts of the Company and adjust the rights of the contributories (shareholders) 

among themselves. 

Under Cyprus insolvency laws, the following order of distribution of assets is used for all other debts of a wound 

up (bankrupt) company (the “Wound Up Company”): 

(i) the costs of the winding-up; 

(ii) the preferential debts. Preferential claims are defined in section 300 of the Companies Law and comprise: 

− all government and local taxes and duties due at the date of liquidation and having become due and 

payable within 12 months before that date and, in the case of assessed taxes, not exceeding one year's 

assessment; 

− all sums due to employees, including wages, up to one year's accrued holiday pay, deductions from 

wages (such as provident fund contributions) and compensation for injury. 

Claims of employees who are shareholders or directors may not rank as preferential depending on the nature of 

the shareholding or directorship (section 300(1), Companies Law, Cap. 113). 

A person who has advanced funds to pay employees will have a subrogated preferential claim to the extent that 

the employees' direct preferential claims have been diminished because of the advances (section 300(2), 

Companies Law, Cap. 113). 

(i) any amount secured by a floating charge; 

(ii) the unsecured ordinary creditors; 

(iii) any deferred debts such as sums due to members in respect of dividends declared but not paid. 

(iv) any share capital of the Wound Up Company. Where there are different classes of share capital, such as 

preference shares, their respective rankings will be determined by the terms on which they were issued. 

Within each category of claim, creditors rank equally and abate in equal proportions if there are insufficient funds 

to pay them in full (section 300(3), Companies Law, Cap. 113). 

Notwithstanding the above, a creditor holding security over the assets of the Wound Up Company is a secured 

creditor and as such is entitled to the net proceeds (after deducting all expenses incurred) from the realisation of 

such assets in satisfaction of the obligations secured by such security. After such security has been repaid, the 

secured creditor will rank pari passu with the unsecured creditors of the Wound Up Company, with respect to the 

remaining amount (if any) due to it. 

If the Company shall be wound up, the liquidator may, with the sanction of an extraordinary resolution of the 

Company’s shareholders, and any other sanction required by the Law: 

• divide among the shareholders in kind or in specie all or part of the assets of the Wound Up Company 

(whether they shall consist of property of the same kind or not) and may, for such purpose, set such value as 

the liquidator deems fair upon any property to be divided as aforesaid and may determine how such division 

shall be carried out as between the shareholders or different classes of shareholders; and 

• vest the whole or any part of such assets in trustees upon such trusts for the benefit of the contributories as 

the liquidator shall think fit, but so that no shareholder shall be compelled to accept any shares or other 

securities whereon there is any liability. 

Form and transfer of shares 

The instrument of transfer of any share(s) shall be executed by or on behalf of the transferor and the transferee, 

and the transferor shall be deemed to be the holder of the share until the name of the transferee is entered into the 

register of members in relation to such share. Subject to the restrictions in the articles of association, as they may 

apply, shareholders are entitled to transfer all or any of their shares by instrument of transfer in any usual or 

common form or in any other form, including electronic form, which the directors may approve. Any share or 

other security of the Company may however be issued, held, registered, converted, transferred or otherwise dealt 

with in uncertificated form, having regard to the terms of issue, the Law, or any other applicable law or regulations 

of any regulated or unregulated market to which the shares or securities of the Company are admitted for listing 

or trading. 
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The directors may refuse to register the transfer of a share which is not fully paid or on which the Company has a 

lien and may refuse to recognise any instruments of transfer unless: 

• the instrument of transfer is accompanied by the certificate of the shares to which it relates, and such other 

evidence as the Directors may reasonably require to show the right of the transferor to make the transfer; and 

• the instrument of transfer is in respect of only one class of share.  

A share issued by the Company may be pledged or given by its holder to secure a loan, debt or obligation, without 

the approval of the directors. Other than described above, there are no provisions in the Company’s articles of 

association limiting the transfer of the Ordinary Shares. Accordingly, the Ordinary Shares are freely transferable. 

Directors 

Number of directors 

The number of directors shall be no less than two.  

Board of Directors 

The quorum necessary for the transaction of the business of the directors shall be two, unless otherwise determined 

by the directors at their discretion. 

Questions arising at any meeting of the Board of Directors shall be decided by a majority of votes. In the case of 

equality of votes, the chairman shall have a second or casting vote. A director may, and the secretary on the 

requisition of a director shall, at any time, summon a meeting of the directors. A resolution in writing signed or 

approved by all directors, shall be as valid and effectual as if it had been passed at a meeting of the directors duly 

convened and held. Any such resolution in writing signed as aforesaid may consist of several documents each 

signed by one or more of the persons aforesaid. 

Any notice shall be given to each director 14 calendar days in advance, and shall include an agenda determined by 

the chairman of the board of directors, such agenda identifying in reasonable detail the matters to be discussed at 

the meeting and attaching copies of any relevant documents.  

The directors may delegate any of their powers to a committee or committees consisting of one or more members 

of their body as they think fit; any committee so formed shall, in the exercise of the powers so delegated to it, 

comply with the rules which may have been imposed on it by the directors, in respect of its powers, composition, 

proceedings, quorum or any other matter. See “Management and Corporate Governance—Corporate 

governance—Board of Directors”. 

Appointment of directors 

At the annual general meeting to be held every year, one third of the directors for the time being, or, if their number 

is not three or a multiple of three, then the number nearest to one-third, shall retire from office. The directors to 

retire in every year shall be those who have been longest in office since their last election, but as between persons 

who became directors on the same day those to retire shall (unless they otherwise agree among themselves) be 

determined by drawing lots. A retiring director shall be eligible for re-election.  

The Company, at the meeting at which a director retires in the manner aforesaid, may fill the vacated office by 

electing another person thereto; however, in case where no other person is appointed to the vacated position, the 

retiring director may offer himself or herself for re-election and be deemed to have been re-elected unless at such 

meeting it is expressly resolved not to fill such vacated office or unless a resolution for the re-election of such 

director shall have been put to the meeting and lost.  

No person other than a director retiring at the meeting shall, unless recommended by the directors, be eligible for 

election to the office of director at any general meeting unless not less than five banking business days nor more 

than twenty-one days before the date of the meeting there shall have been left at the registered office of the 

Company a notice in writing, signed by a member duly qualified to attend and vote at the meeting for which such 

notice is given, of his or her intention to propose such person for election, and also notice in writing signed by that 

person of his or her willingness to be elected. 

No person may be elected as a director at any general meeting unless proposed by the directors, or unless a written 

notice, signed by a shareholder who is entitled to attend and vote at the said meeting of the Company is delivered 

to the registered office of the Company, stating his or her intention to propose the said person for election, along 

with a written notice signed by the said person, stating his readiness to be elected, at least five days and no more 

than twenty days before the date fixed for the meeting. 
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The Company may by ordinary resolution of the shareholders, of which special notice has been given in accordance 

with Section 136 of the Law, remove any director before the expiration of his period of office notwithstanding 

anything in the articles of association or in any agreement between the Company and such director. Such removal 

shall be without prejudice to any claim such director may have for damages for breach of any contract of service 

between him and the Company. 

The shareholders of the Company may, at any time and from time to time appoint by ordinary resolution any 

person as director either to fill a causal vacancy or as an additional director and specify the period during which 

the said person shall hold this position. 

The office of director shall be vacated if the director: 

• ceases to be a director by virtue of section 176 of the Law; or 

• becomes bankrupt or makes any arrangement or composition with his creditors generally; or 

• becomes prohibited from being a director by reason of any court order made under Section 180 

(disqualification from holding the position of director on the basis of fraudulent or other conduct) of the Law; 

or 

• becomes of unsound mind; or 

• resigns his office by notice in writing to the Company; or 

• is absent for more than six months without permission of the directors from meetings of the directors held 

during that period. 

Directors’ interests 

A director who is in any way directly or indirectly interested in a contract or proposed contract with the Company 

shall declare the nature of his interest at a meeting of the directors in accordance with Section 191 of the Law. 

Directors who have an interest in any contract, agreement or settlement proposed to be concluded between the 

Company and a third party may attend the meeting at which the matter is discussed but shall not have the right to 

vote, nor shall he or she be counted in the quorum present at the meeting. 

Neither of these prohibitions shall apply to: 

• any arrangement for giving any director any security or indemnity in respect of money lent by him to or 

obligations undertaken by him for the benefit of the Company, or 

• any arrangement for the giving by the Company of any security to a third party in respect of a debt or 

obligation of the Company for which the director has assumed responsibility in whole or in part under a 

guarantee or indemnity or by the deposit of a security, or 

• any contract by a director to subscribe for or underwrite shares or debentures of the Company. 

A director who to his knowledge is in any way, whether directly or indirectly, interested in a contract with the 

Company shall declare the nature of his interest at the meeting of the directors at which the question of entering 

into the contract is first taken into consideration, if he knows his interest then exists, or in any other case at the 

first meeting of the directors after he knows that he is or has become so interested. 

The directors may hold any other office or profit making position in the Company along with the office of director 

for such period and on such terms (as to remuneration and other matters) as the directors may determine; and no 

director or prospective director shall be disqualified on the grounds of holding such office, from contracting with 

the Company whether with regard to his tenure or any such other office or place of profit or as a vendor, purchaser 

or otherwise; nor shall any such contract, or any contract or settlement concluded by or on behalf of the Company 

in which any director has, in any way, interest, be liable to be avoided; nor shall any director so contracting or 

having such an interest be liable to account to the Company for any profit realised by any such contract or 

settlement by reason of such director holding that office or of the fiduciary relationship thereby established. 

Remuneration of Directors 

The remuneration of the directors shall from time to time be determined by the Company in general meeting. Such 

remuneration shall be deemed to accrue from day to day. The directors may also be paid all traveling, hotel and 

other expenses properly incurred by them in attending and returning from meetings of the directors or any 

committee of the directors or general meetings of the Company or in connection with the business of the Company. 

A director need not be a registered holder of shares in the Company to be a director and in such a case he or she 

shall be entitled to receive notice of and attend and speak at all general meetings of the Company.  
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Directors’ powers 

The business of the Company shall be managed by the directors, who may exercise all such powers of the Company 

as are not, by the Law or by the articles of association, required to be exercised by the shareholders in general 

meeting, subject nevertheless to any provisions of the articles of association, of the Law and of any regulations 

(which are not in conflict with the articles of association or the provisions of the Law) as may be prescribed by the 

Company in general meeting; but no regulation made by the Company in general meeting shall invalidate any 

prior act of the directors which would have been valid if that regulation had not been made. 

Meetings of shareholders 

The first annual general meeting must be held within 18 months of incorporation and thereafter, not more than 

15 months shall elapse between the date of one annual general meeting and the next. 

The directors and/or any of the Company’s shareholders may, whenever they think fit, convene an extraordinary 

general meeting, and extraordinary general meetings shall also be convened on such requisition, or, in default, 

may be convened by such requisitionists, as provided by section 126 of the Law. 

The annual general meeting and a meeting called for the passing of a special resolution shall be called by at least 

twenty-one days’ written notice. The Company’s other meetings shall be called by fourteen days’ written notice 

at least. In case of special business, the notice shall specify the general nature of that business. Provided that the 

meetings of the Company may be called by shorter notice and shall be deemed to have been duly called if it is so 

agreed: 

• in the case of a meeting called as the annual general meeting, by all the shareholders entitled to attend and 

vote; and 

• in the case of any other meeting, by a majority in number of the members having a right to attend and vote 

at the meeting, being a majority together holding not less than 95% in nominal value of the shares giving the 

right to attend and vote at the meeting. 

A notice convening a general meeting must be sent to each of the shareholders, provided that the accidental failure 

to give notice of a meeting to, or the non-receipt of notice of a meeting by any person entitled to receive notice, 

shall not invalidate the proceedings at that meeting to which such notice refers. All shareholders are entitled to 

attend the general meeting or be represented by a proxy authorised in writing.  

Subject to applicable law, any decision to be taken by the members on any matter must be approved by a simple 

majority of the votes of the members entitled to vote. The chairman of the meeting shall not be entitled to a second 

or casting vote. 

The quorum for a general meeting will consist of such number of shareholders holding in aggregate more than 

50% of the issued capital. If within an hour from the time appointed for the meeting a quorum is not present, the 

meeting, if convened upon the requisition of members, shall be dissolved, in any other case it shall stand adjourned 

to the same day in the next week, at the same time and place or to such other day and at such other time and place 

as the directors may determine, and if at the adjourned meeting a quorum is not present within an hour from the 

time appointed for the meeting, the members present shall be a quorum. 

Any resolution in writing signed by all the members of the Company for the time being entitled to attend and vote 

on such resolution at a general meeting (or being bodies corporate by their duly appointed representatives) shall 

be as valid and effective for all purposes as if the resolution had been passed at a general meeting of the Company 

duly convened and held (a “unanimous written resolution”). If described as a ‘special resolution’, a unanimous 

written resolution shall be deemed to be a special resolution within the meaning of the Law. A unanimous written 

resolution may consist of several documents in like form each signed by one or more members. A unanimous 

written resolution shall be deemed to have been passed at a meeting held on the date on which it was signed by 

the last member to sign, and where the resolution states a date as being the date of his or her signature thereof by 

any member, it shall be taken that it was signed by him or her on that date. 

Cypriot law 

General 

The principal legislation under which the Ordinary Shares have been created and under which the Company was 

formed and now operate is the Cyprus Companies Law, Cap 113 (as amended). The liability of shareholders is 

limited. Under the Cyprus Companies Law, Cap 113 (as amended), a shareholder of a company is not personally 

liable for the acts of the company, save that a shareholder may become personally liable by reason of his or her 

own acts. 



Description of Share Capital and Certain Requirements of Cypriot Legislation 

 166  

 

Pursuant to Article 5(1) of Directive 2004/25/EC of the Parliament and Council of the European Union dated 

21 April 2004 on takeover bids (the “Takeover Directive”), all member states of the European Union are required 

to introduce legislation requiring any person who, together with those acting in concert with him, acquires ‘control’ 

of a company having its registered office in that member state, to make a mandatory offer to all holders of securities 

of the company.  

Pursuant to the Takeover Directive, the percentage of voting rights conferring ‘control’ is to be determined by the 

rules of the member state in which the company has its registered office. Cyprus implemented the Takeover 

Directive by Law No. 41(I)/2007 (as amended) (the “Cyprus Takeover Law”), which contains relevant provisions 

relating to mandatory offers, including the threshold of voting rights required to trigger this.  

Nonetheless, the Cyprus Takeover Law applies only in respect of a takeover bid for the securities of a company 

registered in Cyprus and all or part of the securities subject to the takeover bid are admitted to trading on a regulated 

market in Cyprus.  

Neither the Company’s shares, nor the GDRs (it is unclear whether the Cyprus Takeover Law applies to GDRs) 

are, nor will they be, admitted to trading in any regulated market in Cyprus. As a result, the provisions of the 

Cyprus Takeover Law are inapplicable in respect of any acquisition of the Company’s shares and/ or GDRs.  

As the relevant Cyprus law provisions are expressed to apply only to companies listed on a regulated market in 

Cyprus (save that Cyprus law applies to such matters as information of the personnel of the company under 

acquisition and on matters of corporate law, particularly as regards the percentage of voting rights which are 

required for acquiring control and the exemptions of the obligation to submit a public offer as well as the terms 

subject to which the board of directors of the company under acquisition could take action which is capable to 

frustrate the public offer), no threshold applies to trigger the making of a mandatory offer for the Company. 

There have been no public takeover bids by third parties for all or any part of the Company’s equity share capital 

since its date of incorporation.  

The Cyprus Companies Law, Cap. 113 (as amended) contains certain provisions in respect of squeeze out rights. 

The effect of these provisions is that, where a company makes a takeover bid for all the shares or for the whole of 

any class of shares of another company, and the offer is accepted within four months after the making of the offer 

by the holders of 90% in value of the shares concerned, the offeror can upon the same terms acquire the shares of 

shareholders who have not accepted the offer, unless such persons can, within one month from the date on which 

the notice was given, persuade the court not to permit the acquisition. If the offeror company already holds more 

than 10% in value of the shares concerned, additional requirements need to be met before the minority can be 

squeezed out. If the company making the take-over bid acquires sufficient shares to aggregate, together with those 

which it already holds, more than 90% then, within one month of the date of the transfer which gives the 90%, it 

must give notice of the fact to the remaining shareholders and such shareholders may, within three months of the 

notice, require the bidder to acquire their shares and the bidder shall be bound to do so upon the same terms as in 

the offer or as may be agreed between them or upon such terms as the court may order. 
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TERMS AND CONDITIONS OF THE GLOBAL DEPOSITARY RECEIPTS 

The following terms and conditions (subject to completion and amendment and excepting sentences in italics) will 

apply to the Global Depositary Receipts, and will be endorsed on each Global Depositary Receipt certificate: 

The Global Depositary Receipts (“GDRs”) represented by this certificate are issued in respect of ordinary shares 

(the “Shares”) in UNITED MEDICAL GROUP CY PLC (the “Company”) pursuant to and subject to an 

agreement dated 8 June 2021, and made between the Company and The Bank of New York Mellon in its capacity 

as depositary (the “Depositary”) for the “Regulation S Facility” and for the “Rule 144A Facility” (such agreement, 

as amended from time to time, being hereinafter referred to as the “Deposit Agreement”). Pursuant to the 

provisions of the Deposit Agreement, The Bank of New York Mellon, in New York, in its capacity as Custodian 

(the “Custodian”) will receive and hold on its behalf any relevant documentation respecting certain Shares (the 

“Deposited Shares”) and all rights, interests and other securities, property and cash deposited with the Custodian 

which are attributable to the Deposited Shares (together with the Deposited Shares, the “Deposited Property”). 

The Depositary shall hold Deposited Property for the benefit of the Holders (as defined below) as bare trustee 

(other than any cash comprised in the Deposited Property which is held as banker pursuant to Condition 26) in 

proportion to their holdings of GDRs. In these terms and conditions (the “Conditions”), references to the 

“Depositary” are to The Bank of New York Mellon and/or any other depositary which may from time to time be 

appointed under the Deposit Agreement, references to the “Custodian” are to The Bank of New York Mellon, in 

New York, in its capacity as custodian or any other custodian from time to time appointed under the Deposit 

Agreement and references to the “Main Office” mean, in relation to the relevant Custodian, its head office in the 

city of New York or such other location of the head office of the Custodian as may be designated by the Custodian 

with the approval of the Depositary or the head office of any other custodian from time to time appointed under 

the Deposit Agreement. 

The GDRs will upon issue be represented by interests in a Regulation S Master GDR, evidencing Regulation S 

GDRs, and by interests in a Rule 144A Master GDR, evidencing Rule 144A GDRs (as each such term is defined 

in the Deposit Agreement). The GDRs are exchangeable in the circumstances set out in “Summary of Provisions 

Relating to the Global Depositary Receipts whilst in Master Form” for a certificate in definitive registered form 

in respect of GDRs representing all or part of the interest of the holder in the Master GDR. 

References in these Conditions to the “Holder” of any GDR shall mean the person or persons registered on the 

books of the Depositary maintained for such purpose (the “Register”) as holder. These Conditions include 

summaries of, and are subject to, the detailed provisions of the Deposit Agreement, which includes the forms of 

the certificates in respect of the GDRs. Copies of the Deposit Agreement are available for inspection at the 

specified office of the Depositary and each Agent (as defined in Condition 17) and at the Main Office of the 

Custodian. Terms used in these Conditions and not defined herein but which are defined in the Deposit Agreement 

have the meanings ascribed to them in the Deposit Agreement. Holders of GDRs are not party to the Deposit 

Agreement and thus, under English Law, have no contractual rights against, or obligations to, the Company 

or Depositary. However, the Deed Poll executed by the Company in favour of the Holders provides that, if 

the Company fails to perform the obligations imposed on it by certain specified provisions of the Deposit 

Agreement, any Holder may enforce the relevant provisions of the Deposit Agreement as if it were a party 

to the Deposit Agreement and was the “Depositary” in respect of that number of Deposited Shares to which 

the GDRs of which he is the Holder relate. The Depositary is under no duty to enforce any of the provisions 

of the Deposit Agreement on behalf of any Holder of a GDR or any other person. 

1. Withdrawal of Deposited Property and Further Issues of GDRs 

1.1 Any Holder may request withdrawal of, and the Depositary shall, provided that the Depositary shall not be 

required to accept surrenders of GDRs for the purpose of withdrawal to the extent that it would require the 

Depositary to procure the delivery of a fraction of a Deposited Share (or of any other security constituting 

Deposited Property), thereupon relinquish, the Deposited Property attributable to any GDR upon production 

of such evidence of the entitlement of the Holder to the relative GDR as the Depositary may reasonably 

require to the Depositary or any Agent accompanied by: 

(a) a duly executed order (in a form approved by the Depositary) requesting the Depositary to cause the 

Deposited Property being withdrawn to be delivered at the Main Office of the Custodian, or (at the 

request, risk and expense of the Holder, and only if permitted by applicable law from time to time) 

at the specified office located in New York, London or Cyprus of the Depositary or any Agent, or to 

the order in writing of, the person or persons designated in such order; 

(b) the payment of such fees, taxes, duties, charges, costs, expenses (including currency conversion 

expenses, tested telex, cable (including SWIFT) and facsimile transmission fees and expenses) and 

governmental charges as may be required under these Conditions or the Deposit Agreement; 
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(c) the surrender (if appropriate) of GDR certificates in definitive registered form properly endorsed in 

blank or accompanied by proper instruments of transfer satisfactory to the Depositary to which the 

Deposited Property being withdrawn is attributable; and 

(d) the delivery to the Depositary of a duly executed and completed certificate substantially in the form 

set out either (i) in Schedule 3 Part B to the Deposit Agreement (or as amended by the Depositary 

in accordance with Clause 3.9 of the Deposit Agreement and Condition 1.7), if Deposited Property 

is to be withdrawn or delivered during the Distribution Compliance Period (such term being defined 

as the 40 day period beginning on the latest of the commencement of the Offering, the original issue 

date of the GDRs, and the issue date with respect to the additional GDRs, if any, issued to cover 

over- allotments) in respect of surrendered Regulation S GDRs, or (ii) in Schedule 4 Part B to the 

Deposit Agreement (or as amended by the Depositary in accordance with Clause 3.9 of the Deposit 

Agreement and Condition 1.7), if Deposited Property is to be withdrawn or delivered in respect of 

surrendered Rule 144A GDRs. 

1.2 Upon production of such documentation and the making of such payment as aforesaid for withdrawal of 

the Deposited Property in accordance with Condition 1.1, the Depositary will direct the Custodian, by tested 

telex, cable (including SWIFT) or facsimile, within a reasonable time after receiving such direction from 

such Holder, to deliver at its Main Office to, or to the order in writing of, the person or persons designated 

in the accompanying order: 

(a) a certificate (if any) for, or other appropriate instrument of title (if any) to or evidence of a book- 

entry transfer in respect of the relevant Deposited Shares, registered in the name of the Depositary 

or its nominee and accompanied by such instruments of transfer in blank or to the person or persons 

specified in the order for withdrawal and such other documents, if any, as are required by law for 

the transfer thereof; and 

(b) all other property forming part of the Deposited Property attributable to such GDR, accompanied, if 

required by law, by one or more duly executed endorsements or instruments of transfer in respect 

thereof; provided however that the Depositary may make delivery at its specified office in New 

York of any Deposited Property which is in the form of cash, 

PROVIDED THAT the Depositary (at the request, risk and expense of any Holder so surrendering 

a GDR): 

(i) will direct the Custodian to deliver the certificates for, or other instruments of title to, or 

book-entry transfer in respect of, the relevant Deposited Shares and any document relative 

thereto and any other documents referred to in sub- paragraphs 1.2(a) and (b) of this 

Condition (together with any other property forming part of the Deposited Property which 

may be held by the Custodian or its agent and is attributable to such Deposited Shares); and/or 

(ii) will deliver any other property forming part of the Deposited Property which may be held by 

the Depositary and is attributable to such GDR (accompanied, if required by law, by one or 

more duly executed endorsements or instruments of transfer in respect thereof), 

in each case to the specified office located in New York or London of the Depositary (if permitted by 

applicable law from time to time) or at another address specified by the surrendering Holder. 

1.3 Delivery by the Depositary, any Agent and the Custodian of all certificates, instruments, dividends or other 

property forming part of the Deposited Property as specified in this Condition will be made subject to any 

laws or regulations applicable thereto. 

1.4 The Depositary may, in accordance with the terms of the Deposit Agreement and upon delivery of a duly 

executed order (in a form reasonably approved by the Depositary) and a duly executed certificate 

substantially in the form of (a) Schedule 3 Part A of the Deposit Agreement (which is described in the 

following paragraph) (or as amended by the Depositary in accordance with Clause 3.9 of the Deposit 

Agreement and Condition 1.7) by or on behalf of any investor who is to become the beneficial owner of 

the Regulation S GDRs or (b) Schedule 4 Part A of the Deposit Agreement (which is described in the 

second following paragraph) (or as amended by the Depositary in accordance with Clause 3.9 of the Deposit 

Agreement and Condition 1.7) by or on behalf of any investor who is to become the beneficial owner of 

Rule 144A GDRs from time to time execute and deliver further GDRs having the same terms and conditions 

as the GDRs which are then outstanding in all respects (or the same in all respects except for the first 

dividend payment on the Shares represented by such further GDRs) and, subject to the terms of the Deposit 

Agreement, the Depositary shall accept for deposit any further Shares in connection therewith, so that such 

further GDRs shall form a single series with the already outstanding GDRs. References in these Conditions 
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to the GDRs include (unless the context requires otherwise) any further GDRs issued pursuant to this 

Condition and forming a single series with the already outstanding GDRs. 

The certificate to be provided in the form of Schedule 3 Part A of the Deposit Agreement certifies, among other 

things, that the person providing such certificate is not a U.S. person (as defined in Regulation S under the 

U.S. Securities Act of 1933, as amended (the “Securities Act”)), is located outside the United States and 

will comply with the restrictions on transfer set forth under “Transfer Restrictions”. 

The certificate to be provided in the form of Schedule 4 Part A of the Deposit Agreement certifies, among other 

things that the person providing such certificate is a qualified institutional buyer (as defined in Rule 144A 

under the Securities Act (“QIB”)) or is acting for the account of another person and such person is a QIB 

and, in either case, will comply with the restrictions on transfer set forth under “Transfer Restrictions”. 

1.5 Any further GDRs issued pursuant to Condition 1.4 which (i) represent Shares which have rights (whether 

dividend rights or otherwise) which are different from the rights attaching to the Shares represented by the 

outstanding GDRs, or (ii) are otherwise not fungible (or are to be treated as not fungible) with the 

outstanding GDRs, will be represented by a GDR certificate in definitive registered form or a separate 

temporary Regulation S Master GDR and/or temporary Rule 144A Master GDR. Upon becoming fungible 

with outstanding GDRs, such further GDRs shall be evidenced by a Regulation S Master GDR and/or a 

Rule 144A Master GDR (by increasing the total number of GDRs evidenced by the relevant Regulation S 

Master GDR or Rule 144A Master GDR by the number of such further GDRs, as applicable). 

1.6 The Depositary may issue GDRs against rights to receive Shares from the Company (or any agent of the 

Company recording Share ownership). 

1.7 The Depositary may make such amendments to the certificates contained in the Deposit Agreement in 

Schedule 3 Part A and Part B and in Schedule 4 Part A and Part B as it may determine are required in order 

for the Depositary to perform its duties under the Deposit Agreement, or to comply with any applicable law 

or with the rules and regulations of any securities exchange, market or automated quotation system upon 

which the GDRs may be listed or traded, or to comply with the rules or requirements of any book entry 

system by which the GDRs may be transferred, or to confirm compliance with any special limitations or 

restrictions to which any particular GDRs are subject. 

1.8 Notwithstanding any other provisions of the Deposit Agreement or these Conditions, the Depositary may, 

with (to the extent reasonably practicable) prior notice to the Company and the Holders, cancel a number 

of the GDRs then outstanding, sell (either by public or private sale and otherwise in its discretion, subject 

to all applicable laws and regulations) the Deposited Property formerly represented by such GDRs and 

distribute the net proceeds of such sale as a cash distribution pursuant to Condition 4 to the Holders entitled 

thereto, and thereby reduce the Depositary's holdings of any class of Deposited Property below an amount 

that the Depositary determines to be necessary or advisable if (i) the Depositary or its agent(s) receives 

notice from any governmental or regulatory authority that the existence or operation of a Facility or the 

holding by the Depositary (or the Custodian or any of their respective nominees) of the Deposited Property 

violates any applicable law or regulation, or that the Depositary (or the Custodian or any of their respective 

nominees) is required to make any filing or obtain any consent, approval or licence to operate that Facility 

or to own or exercise any rights with respect to the Deposited Shares or other Deposited Property (other 

than such filings, consents, approvals or licences which the Depositary in its reasonable discretion considers 

to be of a routine administrative nature required in the ordinary course of business) or (ii) the Depositary 

or the Custodian receives advice from recognised local counsel that the Depositary (or the Custodian or any 

of their respective nominees) is reasonably likely to be subject to criminal, civil or administrative liabilities 

as a result of the existence or operation of a Facility or the holding or exercise by the Depositary (or the 

Custodian or any of their respective nominees) of any rights with respect to the Deposited Shares or other 

Deposited Property. If the Depositary cancels GDRs and sells Deposited Property under the preceding 

sentence, the Depositary shall allocate the cancelled GDRs converted under the preceding sentence and the 

net proceeds of the sale of the Deposited Property previously represented thereby among the Holders pro 

rata to their respective holdings of GDRs immediately prior to the cancellation, except that the allocations 

may be adjusted by the Depositary in its sole discretion so that no fraction of a cancelled GDR is allocated 

to any Holder. Any payment pursuant to this Condition 1.8 in connection with a GDR in definitive 

registered form shall be made to the relevant Holder only after surrender to the Depositary of the GDR 

certificate by such Holder for cancellation of the relevant number of GDRs. The Depositary shall also 

cancel GDRs and sell Deposited Property in accordance with this Condition 1.8 if the Depositary receives 

written instructions from the Company to do so and such cancellation and sale is necessary to enable the 

Company to comply with any applicable law or regulation. 
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1.9 In order to comply with any applicable laws and regulations, the Depositary may from time to time request 

each Holder of GDRs to, and each Holder shall upon receipt of such request, provide to the Depositary 

information relating to: (a) the capacity in which such Holder and/or any owner holds GDRs; (b) the identity 

of any owners of GDRs or other person or persons then or previously interested in such GDRs; (c) the 

nature of any such interests in the GDRs; and (d) any other matter where disclosure of such matter is 

required to enable compliance by the Depositary with applicable laws or the constitutional documents of 

the Company. Each Holder consents to the disclosure by the Depositary of all information received by the 

Depositary in response to a request made pursuant to this Condition. The Depositary may charge the 

Company a fee and its expenses relating to any request made under this Condition 1.9. 

1.10 In order to comply with any applicable laws and regulations, the Depositary may from time to time request 

Euroclear, Clearstream and DTC to: provide the Depositary with details of the accountholders within such 

settlement systems that hold interests in GDRs and the number of GDRs recorded in the account of each 

such accountholder, and each Holder or owner of GDRs, or intermediary acting on behalf of such Holder 

or owner, hereby authorises each of Euroclear, Clearstream and DTC to disclose such information to the 

Depositary as issuer of the GDRs; and (b) provide and consent to the collection and processing by the 

Depositary of, any authorisations, waivers, forms, documentation and other information, relating to such 

settlement or clearing system's status (or the status of such settlement or such clearing system's direct or 

indirect owners or accountholders) or otherwise required to be reported, under FATCA. 

1.11 To allow the Depositary to comply with FATCA, each Holder shall provide to the Depositary such 

information as the Depositary may reasonably require, and each Holder consents to the disclosure, transfer 

and reporting of such information to any relevant governmental or tax authority or as is otherwise 

reasonably required, including to any person making payments to the Depositary and including transfers to 

jurisdictions which do not have strict data protection or similar laws, to the extent that the Depositary 

reasonably determines that such disclosure, transfer or reporting is necessary or warranted to facilitate 

compliance with FATCA. For the purposes of these Conditions, “FATCA” means (i) sections 1471 to 1474 

of the U.S. Internal Revenue Code of 1986, as amended or any associated regulations or other official 

guidance, (ii) any treaty, law, regulation or other official guidance enacted in any other jurisdiction, or 

relating to an intergovernmental agreement between the United States and any other jurisdiction, which (in 

either case) facilitates the implementation of paragraph (i), (iii) any agreement pursuant to the 

implementation of paragraphs (i) or (ii) with the U.S. Internal Revenue Service, the U.S. government or 

any governmental authority or tax authority in any other jurisdiction or (iv) any arrangements with a similar 

effect or intent as (i) to (iii) (including, for the avoidance of doubt any agreement implementing any similar 

arrangements) involving any jurisdiction. 

2. Suspension of Issue of GDRs and of Withdrawal of Deposited Property 

The Depositary shall be entitled, at its reasonable discretion, at such times as it shall determine, to suspend 

the issue or transfer of GDRs (and the deposit of Shares) generally or in respect of particular Shares. In 

particular, to the extent that it is in its opinion practicable for it to do so, the Depositary will refuse to accept 

Shares for deposit, to execute and deliver GDRs or to register transfers of GDRs if it has been notified by 

the Company in writing that the Deposited Shares or GDRs or any depositary receipts representing Shares 

are listed on a U.S. Securities Exchange or quoted on a U.S. automated inter dealer quotation system unless 

accompanied by evidence satisfactory to the Depositary that any such Shares are eligible for resale pursuant 

to Rule 144A under the United States Securities Act of 1933, as amended (the “Securities Act). Further, the 

Depositary may suspend the withdrawal of Deposited Property during any period when the Register, or the 

register of members of the Company is closed or, generally or in one or more localities, suspend the 

withdrawal of Deposited Property or deposit of Shares if deemed necessary or desirable or advisable by the 

Depositary in good faith at any time or from time to time, in order to comply with any applicable law or 

governmental or stock exchange regulations or any provision of the Deposit Agreement or for any other 

reason. The Depositary shall (unless otherwise notified by the Company) restrict the withdrawal of 

Deposited Shares where the Company notifies the Depositary in writing that such withdrawal would result 

in ownership of Shares exceeding any limit under any applicable law, government resolution or the 

Company's constitutional documents or would otherwise violate any applicable laws. 

3. Transfer and Ownership 

The GDRs are in registered form. Title to the GDRs passes by registration in the Register and accordingly, 

transfer of title to a GDR is effective only upon such registration. The Depositary will refuse to accept for 

transfer any GDRs if it reasonably believes that such transfer would result in violation of any applicable 

laws and may refuse to register a transfer of GDRs until all payments due to the Depositary from the Holder 

of such GDRs have been made. The Holder of any GDR will (except as otherwise required by law) be 
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treated by the Depositary and the Company as its beneficial owner for all purposes (whether or not any 

payment or other distribution in respect of such GDR is overdue and regardless of any notice of ownership, 

trust or any interest in it or any writing on, or theft or loss of, any certificate issued in respect of it) and no 

person will be liable for so treating the Holder. 

Interests in Rule 144A GDRs represented by the Rule 144A Master GDR may be transferred to a person 

whose interest in such Rule 144A GDRs is subsequently represented by the Regulation S Master GDR only 

upon receipt by the Depositary of written certifications (in the forms provided in the Deposit Agreement) 

from the transferor and the transferee to the effect that such transfer is being made in accordance with Rule 

903 or Rule 904 of Regulation S under the Securities Act. Prior to expiration of the Distribution Compliance 

Period, no owner of Regulation S GDRs may transfer Regulation S GDRs or Shares represented thereby 

except in accordance with Rule 903 or Rule 904 of Regulation S under the Securities Act or to, or for the 

account of, a qualified institutional buyer as defined in Rule 144A under the Securities Act (each a “QIB”) 

in a transaction meeting the requirements of such Rule 144A. There shall be no transfer of Regulation S 

GDRs by an owner thereof to a QIB except as aforesaid and unless such owner (i) withdraws Shares from 

the Regulation S Facility in accordance with Clause 3.5 of the Deposit Agreement and (ii) instructs the 

Depositary to deliver the Shares so withdrawn to the account of the Custodian to be deposited into the Rule 

144A Facility for issuance thereunder of Rule 144A GDRs to, or for the account of, such QIB. Issuance of 

such Rule 144A GDRs shall be subject to the terms and conditions of the Deposit Agreement, including, 

with respect to the deposit of Shares and the issuance of Rule 144A GDRs, delivery of the duly executed 

and completed written certificate and agreement required under the Deposit Agreement by or on behalf of 

each person who will be the beneficial owner of such Rule 144A GDRs certifying that such person is a QIB 

and agreeing that it will comply with the restrictions on transfer set forth therein and to payment of the fees 

(including cable (including SWIFT) and facsimile transmission fees and expenses), charges and taxes 

provided therein. 

4. Cash Distributions 

Whenever the Depositary shall receive from the Company any cash dividend or other cash distribution on 

or in respect of the Deposited Shares (including any amounts received in the liquidation of the Company) 

or otherwise in connection with the Deposited Property, the Depositary shall, as soon as practicable, convert 

the same into United States dollars in accordance with Condition 8. The Depositary shall, if practicable in 

the opinion of the Depositary, give notice to the Holders of its receipt of such payment in accordance with 

Condition 23, specifying the amount per Deposited Share payable in respect of such dividend or distribution 

and the earliest date, determined by the Depositary, for transmission of such payment to Holders and shall 

as soon as practicable distribute any such amounts to the Holders in proportion to the number of Deposited 

Shares represented by the GDRs so held by them respectively, subject to and in accordance with the 

provisions of Conditions 9 and 11; PROVIDED THAT: 

(a) in the event that the Depositary is aware that any Deposited Shares are not entitled, by reason of the 

date of issue or transfer or otherwise, to such full proportionate amount, the amount so distributed 

to the relative Holders shall be adjusted accordingly; and 

(b) the Depositary will distribute only such amounts of cash dividends and other distributions as may 

be distributed without attributing to any GDR a fraction of the lowest integral unit of currency in 

which the distribution is made by the Depositary, and any balance remaining shall be retained by 

the Depositary beneficially as an additional fee under Condition 16.1(d). 

If a cash distribution would represent a return of all or substantially all the value of the Deposited Property 

underlying the GDRs, the Depositary may (i) require payment of or deduct the fee for cancellation of GDRs 

(whether or not it is also requiring cancellation of GDRs) as a condition of making that cash distribution or 

(ii) sell all Deposited Property other than the subject cash distribution and add any net cash proceeds of that 

sale to the cash distribution, call for surrender of all those GDRs and require that surrender as a condition 

of making that cash distribution. If the Depositary acts under (i) or (ii) above that action shall be a 

Termination Option Event. 

5. Distributions of Shares 

Whenever the Depositary shall receive from the Company any distribution in respect of Deposited Shares 

which consists of a dividend or free distribution of Shares, the Depositary shall cause to be distributed to 

the Holders entitled thereto, in proportion to the number of Deposited Shares represented by the GDRs held 

by them respectively, additional GDRs representing an aggregate number of Shares received pursuant to 

such distribution. Such additional GDRs shall be distributed by an increase in the number of GDRs 

represented by the Master GDRs or by an issue of certificates in definitive registered form in respect of 
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GDRs, according to the manner in which the Holders hold their GDRs; PROVIDED THAT, if and in so 

far as the Depositary deems any such distribution to all or any Holders not to be reasonably practicable 

(including, without limitation, due to the fractions which would otherwise result or to any requirement that 

the Company, the Custodian or the Depositary withhold an amount on account of taxes or other 

governmental charges) or to be unlawful, the Depositary shall (either by public or private sale and otherwise 

at its discretion, subject to all applicable laws and regulations) sell such Shares so received and distribute 

the net proceeds of such sale as a cash distribution pursuant to Condition 4 to the Holders entitled thereto. 

6. Distributions other than in Cash or Shares 

Whenever the Depositary shall receive from the Company any dividend or distribution in securities (other 

than Shares) or in other property (other than cash) on or in respect of the Deposited Property, the Depositary 

shall distribute or cause to be distributed such securities or other property to the Holders entitled thereto, in 

proportion to the number of Deposited Shares represented by the GDRs held by them respectively, in any 

manner that the Depositary may deem equitable and practicable for effecting such distribution; 

PROVIDED THAT, if and in so far as the Depositary deems any such distribution to all or any Holders 

not to be reasonably practicable (including, without limitation, due to the fractions which would otherwise 

result or to any requirement that the Company, the Custodian or the Depositary withhold an amount on 

account of taxes or other governmental charges) or to be unlawful, the Depositary shall deal with the 

securities or property so received, or any part thereof, in such way as the Depositary may determine to be 

equitable and practicable, including, without limitation, by way of sale (either by public or private sale and 

otherwise at its discretion, subject to all applicable laws and regulations) and shall (in the case of a sale) 

distribute the resulting net proceeds as a cash distribution pursuant to Condition 4 to the Holders entitled 

thereto. 

If a distribution to be made under this Condition 6 would represent a return of all or substantially all the 

value of the Deposited Property underlying the GDRs, the Depositary may (i) require payment of or deduct 

the fee for cancellation of GDRs (whether or not it is also requiring cancellation of GDRs) as a condition 

of making that distribution or (ii) sell all Deposited Property other than the subject distribution and add any 

net cash proceeds of that sale to the distribution, call for surrender of all those GDRs and require that 

surrender as a condition of making that distribution. If the Depositary acts under (i) or (ii) above that action 

shall be a Termination Option Event. 

7. Rights Issues 

If and whenever the Company announces its intention to make any offer or invitation to the holders of 

Shares to subscribe for or to acquire Shares, securities or other assets by way of rights, the Depositary shall 

as soon as practicable give notice to the Holders, in accordance with Condition 23, of such offer or 

invitation, specifying, if applicable, the earliest date established for acceptance thereof, the last date 

established for acceptance thereof and the manner by which and time during which Holders may request 

the Depositary to exercise such rights as provided below or, if such be the case, specifying details of how 

the Depositary proposes to distribute the rights or the proceeds of any sale thereof. The Depositary will deal 

with such rights in the manner described below: 

(a) if and to the extent that the Depositary shall, at its discretion, deem it to be lawful and reasonably 

practicable, the Depositary shall make arrangements whereby the Holders may, upon payment of 

the subscription price in U.S. dollars or other relevant currency together with such fees, taxes, duties, 

charges, costs and expenses (including cable (including SWIFT) and facsimile transmission fees and 

expenses) as may be required under the Deposit Agreement and completion of such undertakings, 

declarations, certifications and other documents as the Depositary may reasonably require, request 

the Depositary to exercise such rights on their behalf with respect to the Deposited Shares and to 

distribute the Shares, securities or other assets so subscribed or acquired to the Holders entitled 

thereto by an increase in the numbers of GDRs represented by the Master GDRs or an issue of 

certificates in definitive registered form in respect of GDRs, according to the manner in which the 

Holders hold their GDRs; or 

(b) if and to the extent that the Depositary shall at its discretion, deem it to be lawful and reasonably 

practicable, the Depositary will distribute such rights to the Holders entitled thereto in such manner 

as the Depositary may at its discretion determine; or 

(c) if and to the extent that the Depositary deems any such arrangement and distribution as is referred 

to in paragraphs(a) and (b) above to all or any Holders not to be reasonably practicable (including, 

without limitation, due to the fractions which would otherwise result or to any requirement that the 

Company, the Custodian or the Depositary withhold an amount on account of taxes or other 
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governmental charges) and/or to be unlawful, the Depositary (i) will, PROVIDED THAT Holders 

have not taken up rights through the Depositary as provided in (a) above, sell such rights (either by 

public or private sale and otherwise at its discretion subject to all applicable laws and regulations) 

or (ii) may, if such rights are not transferable, in its discretion, arrange for such rights to be exercised 

and the resulting Shares or securities sold and, in each case, distribute the net proceeds of such sale 

as a cash distribution pursuant to Condition 4 to the Holders entitled thereto. 

(d)  

(i) Notwithstanding the foregoing, in the event that the Depositary offers rights pursuant to 

Condition 7(a) (the “Primary GDR Rights Offering”), if authorised by the Company to do 

so, the Depositary may, in its discretion, make arrangements whereby in addition to 

instructions given by a Holder to the Depositary to exercise rights on its behalf pursuant to 

Condition 7(a), such Holder is permitted to instruct the Depositary to subscribe on its behalf 

for additional rights which are not attributable to the Deposited Shares represented by such 

Holder's GDRs (“Additional GDR Rights”) if at the date and time specified by the 

Depositary for the conclusion of the Primary GDR Rights Offering (the “Instruction Date”) 

instructions to exercise rights have not been received by the Depositary from the Holders in 

respect of all their initial entitlements. Any Holder's instructions to subscribe for such 

Additional GDR Rights (“Additional GDR Rights Requests”) shall specify the maximum 

number of Additional GDR Rights that such Holder is prepared to accept (the “Maximum 

Additional Subscription”) and must be received by the Depositary by the Instruction Date. 

If by the Instruction Date any rights offered in the Primary GDR Rights Offering have not 

been subscribed by the Holders initially entitled thereto (“Unsubscribed Rights”), subject 

to Condition 7(d)(iii) and receipt of the relevant subscription price in U.S. dollars or other 

relevant currency, together with such fees, taxes, duties, charges, costs and expenses 

(including cable (including SWIFT) and facsimile transmission fees and expenses) as it may 

deem necessary, the Depositary shall make arrangements for the allocation and distribution 

of Additional GDR Rights in accordance with Condition 7(d)(ii). 

(ii) Holders submitting Additional GDR Rights Requests shall be bound to accept the Maximum 

Additional Subscription specified in such Additional GDR Rights Request but the Depositary 

shall not be bound to arrange for a Holder to receive the Maximum Additional Subscription 

so specified but may make arrangements whereby the Unsubscribed Rights are allocated pro 

rata on the basis of the extent of the Maximum Additional Subscription specified in each 

Holder's Additional GDR Rights Request. 

(iii) In order to proceed in the manner contemplated in this Condition 7(d), the Depositary shall 

be entitled to receive such opinions from Cypriot counsel and U.S. counsel as in its discretion 

it deems necessary which opinions shall be in a form and provided by counsel satisfactory to 

the Depositary and at the expense of the Company and may be requested in addition to any 

other opinions and/or certifications which the Depositary shall be entitled to receive under 

the Deposit Agreement and these Conditions. For the avoidance of doubt, save as provided 

in these Conditions and the Deposit Agreement, the Depositary shall have no liability to the 

Company or any Holder in respect of its actions or omissions to act under this Condition 7(d) 

and, in particular, the Depositary will not be regarded as being negligent, fraudulent, or in 

wilful default if it elects not to make the arrangements referred to in Condition 7(d)(i). 

The Company has agreed in the Deposit Agreement that it will, unless prohibited by applicable law or 

regulation, give its consent to, and if requested use all reasonable endeavours (subject to the next paragraph) 

to facilitate, any such distribution, sale or subscription by the Depositary or the Holders, as the case may 

be, pursuant to Condition 4, 5, 6, 7 or 10 (including the obtaining of legal opinions from counsel reasonably 

satisfactory to the Depositary concerning such matters as the Depositary may reasonably specify). 

If the Company notifies the Depositary that registration is required in any jurisdiction under any applicable 

law of the rights, securities or other property to be distributed under Condition 4, 5, 6, 7 or 10 or the 

securities to which such rights relate in order for the Company to offer such rights or distribute such 

securities or other property to the Holders or owners of GDRs and to sell the securities corresponding to 

such rights, the Depositary will not offer such rights or distribute such securities or other property to the 

Holders or sell such securities unless and until the Company procures the receipt by the Depositary of an 

opinion from counsel reasonably satisfactory to the Depositary that a registration statement is in effect or 

that the offering and sale of such rights or securities to such Holders or owners of GDRs are exempt from 

registration under the provisions of such law. Neither the Company nor the Depositary shall be liable to 



Terms and Conditions of the Global Depositary Receipts 

 174  

 

register such rights, securities or other property or the securities to which such rights relate and they shall 

not be liable for any losses, damages or expenses resulting from any failure to do so. 

If at the time of the offering of any rights, at its discretion, the Depositary shall be satisfied that it is not 

lawful or practicable (for reasons outside its control) to dispose of the rights in any manner provided in 

paragraphs (a), (b), (c) and (d) above, the Depositary shall permit the rights to lapse. The Depositary will 

not be responsible for any failure to determine that it may be lawful or feasible to make such rights available 

to Holders or owners of GDRs in general or to any Holder or owner of a GDR or Holders or owners of 

GDRs in particular. 

8. Conversion of Foreign Currency 

Whenever the Depositary shall receive any currency other than United States dollars by way of dividend or 

other distribution or as the net proceeds from the sale of securities, other property or rights, and if at the 

time of the receipt thereof the currency so received can in the judgement of the Depositary be converted on 

a reasonable basis into United States dollars and distributed to the Holders entitled thereto, the Depositary 

or one of its agents or affiliates or the Custodian shall as soon as practicable convert or cause to be 

converted, by sale or in any other manner that it may reasonably determine, the currency so received into 

United States dollars. If such conversion or distribution can be effected only with the approval or licence 

of any government or agency thereof, the Depositary may make reasonable efforts to apply, or procure that 

an application be made, for such approval or licence, if any, as it may deem desirable. If at any time the 

Depositary shall determine that in its judgement any currency other than United States dollars is not 

convertible on a reasonable basis into United States dollars and distributable to the Holders entitled thereto, 

or if any approval or licence of any government or agency thereof which is required for such conversion is 

denied or, in the opinion of the Depositary, is not obtainable, or if any such approval or licence is not 

obtained within a reasonable period as determined by the Depositary, the Depositary may distribute such 

other currency received by it (or an appropriate document evidencing the right to receive such other 

currency) to the Holders entitled thereto to the extent permitted under applicable law, or the Depositary 

may in its discretion hold such other currency without liability for interest for the benefit of the Holders 

entitled thereto. If any conversion of any such currency can be effected in whole or in part for distribution 

to some (but not all) Holders entitled thereto, the Depositary may at its discretion make such conversion 

and distribution in United States dollars to the extent possible to the Holders entitled thereto and may 

distribute the balance of such other currency received by the Depositary to, or hold such balance for the 

account of, the Holders entitled thereto, and notify the Holders accordingly. 

The Depositary will be entitled to make currency conversions under the Deposit Agreement or under these 

Conditions from time to time by itself or through any of its agents, affiliates or otherwise through customary 

banking channels, or the Custodian or the Company may convert currency and pay United States dollars to 

the Depositary. To the extent conversions are executed by the Depositary, the Custodian or the Depositary's 

other agents or affiliates (in such cases, the “FX Counterparty”), the FX Counterparty shall act as principal 

for its own account, and not as agent, adviser, broker or fiduciary on behalf of any other persons, and earns 

revenue, including without limitation, transaction spreads, that it will retain for its own account. The 

revenue is based on, among other things, the difference between the exchange rate assigned to the currency 

conversion made under the Deposit Agreement or these Conditions and the rate that the FX Counterparty 

received when buying or selling foreign currency for its own account. The Depositary makes no 

representation that the exchange rate used or obtained by it or any other FX Counterparty in any currency 

conversion under the Deposit Agreement or these Conditions will be the most favourable rate that could be 

obtained at the time or that the method by which that rate will be determined will be the most favourable 

to Holders, subject to the Depositary's obligations in Clause 9 of the Deposit Agreement. The methodology 

used by the Depositary to determine exchange rates used in currency conversions is available upon request. 

Where the Custodian converts currency, the Custodian has no obligation to obtain the most favourable rate 

that could be obtained at the time or to ensure that the method by which that rate will be determined will 

be the most favourable to Holders, and the Depositary makes no representation that the rate is the most 

favourable rate and will not be liable for any direct or indirect losses associated with the rate. 

In certain instances, the Depositary may receive dividends or other distributions from the Company in 

United States dollars that represent the proceeds of conversion of a foreign currency or translation from 

foreign currency at a rate that was obtained or determined by or on behalf of the Company and, in such 

cases, the Depositary will not engage in, or be responsible for, any foreign currency transactions and neither 

it nor the Company makes any representation that the rate obtained or determined by the Company is the 

most favourable rate and neither it nor the Company will be liable for any direct or indirect losses associated 

with the rate. 
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9. Distribution of any Payments 

9.1 Any distribution of cash under Condition 4, 5, 6, 7 or 10 will be made by the Depositary to Holders on the 

record date established by the Depositary for that purpose (such date to be as close to the record date set by 

the Company as is reasonably practicable) and, if practicable in the opinion of the Depositary, notice shall 

be given promptly to Holders in accordance with Condition 23, in each case subject to any laws or 

regulations applicable thereto and (subject to the provisions of Condition 8) distributions will be made in 

United States dollars by cheque drawn upon a bank in New York City or, in the case of the Master GDRs, 

according to usual practice between the Depositary and Clearstream, Euroclear or DTC, as the case may 

be. The Depositary or the Agent, as the case may be, may deduct and retain from all moneys due in respect 

of such GDR in accordance with the Deposit Agreement all fees, taxes, duties, charges, costs and expenses 

(including cable (including SWIFT) and facsimile transmission fees and expenses) which may become or 

have become payable under the Deposit Agreement or under applicable law or regulation (including, for 

the avoidance of doubt, any taxes imposed pursuant to FATCA) in respect of such GDR or the relative 

Deposited Property. 

9.2 Delivery of any securities or other property or rights other than cash shall be made as soon as practicable 

to the Holders on the record date established by the Depositary for that purpose (such date to be as close to 

the record date set by the Company as is reasonably practicable), subject to any laws or regulations 

applicable thereto. If any distribution made by the Company with respect to the Deposited Property and 

received by the Depositary shall remain unclaimed at the end of three years from the first date upon which 

such distribution is made available to Holders in accordance with the Deposit Agreement, all rights of the 

Holders to such distribution or the proceeds of the sale thereof shall be extinguished and the Depositary 

shall (except for any distribution upon the liquidation of the Company when the Depositary shall retain the 

same) return the same to the Company for its own use and benefit subject, in all cases, to the provisions of 

applicable law or regulation. 

10. Capital Reorganisation 

Upon any change in the nominal or par value, sub-division, consolidation or other reclassification of 

Deposited Shares or any other part of the Deposited Property or upon any reduction of capital, or upon any 

reorganisation, merger or consolidation of the Company or to which it is a party (except where the Company 

is the continuing corporation), the Depositary shall as soon as practicable give notice of such event to the 

Holders and at its discretion may treat such event as a distribution and comply with the relevant provisions 

of Conditions 4, 5, 6 and 9 with respect thereto, or may execute and deliver additional GDRs in respect of 

Shares or may require the exchange of existing GDRs for new GDRs which reflect the effect of such change. 

11. Withholding Taxes and Applicable Laws 

11.1 Payments to Holders of dividends or other distributions on or in respect of the Deposited Shares will be 

subject to deduction of Cypriot and other withholding taxes (including any taxes imposed pursuant to 

FATCA), if any, at the applicable rates. Services that may permit Holders or owners of GDRs to obtain 

reduced rates of withholding tax at source, or to reclaim excess tax withheld, and the fees and costs 

associated with using services of that kind, are not provided under or covered by, and are outside the scope 

of, these Conditions and the Deposit Agreement. Each Holder agrees to indemnify the Company, the 

Depositary and the Custodian and their respective directors, employees, agents and affiliates for, and hold 

each of them harmless against, any claim by any governmental authority with respect to taxes, additions to 

tax, penalties or interest arising out of any refund of taxes, reduced withholding tax at source or other tax 

benefit received by it. 

11.2 If any governmental or administrative authorisation, consent, registration or permit or any report or 

notification to any governmental or administrative authority is required under any applicable law in Cyprus 

or pursuant to FATCA in order for the Depositary to receive from the Company Shares or other securities 

to be deposited under these Conditions, or in order for Shares, other securities or other property to be 

distributed under Condition 4, 5, 6 or 10 or to be subscribed under Condition 7 or to offer any rights or sell 

any securities represented by such rights relevant to any Deposited Shares, the Company has agreed to 

apply for such authorisation, consent, registration or permit or file such report or notification on behalf of 

the Holders within the time required under such laws. In this connection, the Company has undertaken in 

the Deposit Agreement to the extent reasonably practicable to take such action as may be required in 

obtaining or filing the same. The Depositary shall not be obliged to distribute GDRs representing such 

Shares, Shares, other securities or other property deposited under these Conditions or make any offer of 

any such rights or sell any securities corresponding to any such rights with respect to which (as notified to 

the Depositary by the Company) such authorisation, consent, registration or permit or such report or 
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notification has not been obtained or filed, as the case may be, and shall have no duties to obtain any such 

authorisation, consent, registration or permit, or to file any such report or notification. 

12. Voting Rights 

12.1 Holders will have voting rights with respect to the Deposited Shares to the extent set out in Clause 5 of the 

Deposit Agreement and this Condition 12. The Company has agreed to provide the Depositary with a copy 

of any notice containing resolutions to be proposed at a meeting of shareholders of the Company (a “general 

meeting”) and any materials with respect to the general meeting to be distributed to Holders not less than 

30 calendar days prior to such general meeting date and the Depositary will vote or cause to be voted the 

Deposited Shares in the manner set out in this Condition 12. Upon receipt of any notice of any general 

meeting of holders of the Shares in which the holders of Shares would be entitled to vote and any materials 

with respect to the general meeting to be distributed to Holders, if requested in writing by the Company to 

extend voting to Holders, the Depositary shall, as soon as practicable thereafter, give to the Holders a notice 

in accordance with Condition 23, the form of which shall be in the sole discretion of the Depositary, that 

shall contain: (a) the information contained in the notice of general meeting received by the Depositary; (b) 

a statement that the Holders as of the close of business on a specified record date (being a date selected by 

the Depositary which is as close to the relevant record date set by the Company as reasonably practicable) 

will be entitled, subject to any applicable provision of Cyprus law and of the articles of association or 

similar documents of the Company, to instruct the Depositary as to the exercise of the voting rights arising 

under the Shares represented by their respective GDRs; (c) a statement as to the manner in which those 

instructions may be given to the Depositary for or against or where permitted by Cypriot law to abstain 

from voting on, each and any resolution specified in the agenda for the general meeting; and (d) the last 

date on which the Depositary will accept voting instructions from Holders (the “Instruction Cutoff Date”). 

The Company has agreed to provide to the Depositary appropriate proxy forms to enable the Depositary to 

appoint a representative to attend the relevant general meeting and vote on behalf of the Depositary. The 

Company has acknowledged in the Deposit Agreement, and by holding GDRs each Holder acknowledges, 

that there can be no assurance that Holders generally or any particular Holder will receive the notice referred 

to in this Condition 12.1 in time to enable each Holder to give instructions to the Depositary prior to the 

Instruction Cutoff Date. 

12.2 In order for each voting instruction to be valid, the voting instructions form must be duly completed and 

duly signed or received by authenticated SWIFT message and returned to the Depositary by the Instruction 

Cutoff Date. 

12.3 Following receipt by the Depositary, on or before the date established by the Depositary for such purpose, 

of the written request of a person who was a Holder on the record date established by the Depositary under 

Condition 12.1, the Depositary will exercise or cause to be exercised the voting rights in respect of the 

Deposited Shares so that the portion of the Deposited Shares which are the subject of the request, will be 

voted in accordance with the instructions set out in that request. 

12.4 If the Depositary is advised in the opinion referred to in Condition 12.7 below that it is not permitted by 

Cypriot law to exercise the voting rights in respect of the Deposited Shares differently (so that a portion of 

the Deposited Shares may be voted for a resolution and a portion of the Deposited Shares may be voted 

against a resolution) the Depositary shall, if the opinion referred to in Condition 12.7 below confirms it to 

be permissible under Cypriot law, calculate from the voting instructions that it has received from all Holders 

(x) the aggregate number of votes in favour of a particular resolution and (y) the aggregate number of votes 

opposed to such resolution and cast or cause to be cast in favour of or opposed to such resolution the number 

of votes representing the net positive difference between such aggregate number of votes in favour of such 

resolution and such aggregate number of votes opposed to such resolution. 

12.5 The Depositary will only endeavour to vote or cause to be voted the votes attaching to Shares in respect of 

which voting instructions have been received, except that if no voting instructions are received by the 

Depositary (either because no voting instructions are returned to the Depositary or because the voting 

instructions are incomplete, illegible or unclear) from a Holder with respect to any or all of the Deposited 

Shares represented by such Holder's GDRs on or before the record date specified by the Depositary, such 

Holder shall be deemed to have instructed the Depositary to give a discretionary proxy to a person 

designated by the Company with respect to such Deposited Shares, and the Depositary shall give a 

discretionary proxy to a person designated by the Company to vote such Deposited Shares, PROVIDED 

THAT no such instruction shall be deemed given, and no such discretionary proxy shall be given, unless 

the Depositary has received from the Company, by the Instruction Cutoff Date, a written confirmation that 

(x) the Company wishes such proxy to be given, (y) the Company reasonably does not know of any 
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substantial opposition to the matter and (z) the matter is not materially adverse to the interests of holders of 

the Shares. 

12.6 If the Depositary is advised in the opinion referred to in Condition 12.7 below that it is not permissible 

under Cypriot law or the Depositary determines that it is not reasonably practicable to vote or cause to be 

voted such Deposited Shares in accordance with Conditions 12.3, 12.4 or 12.5, the Depositary shall not 

vote or cause to be voted such Deposited Shares. 

12.7 The Depositary is entitled to request the Company to provide to the Depositary, and where such request has 

been made shall not be required to take any action required by this Condition 12 unless it shall have 

received, an opinion from the Company's legal counsel (such counsel being reasonably acceptable to the 

Depositary) at the expense of the Company to the effect that such voting arrangement is valid and binding 

on Holders under Cypriot law and the statutes of the Company and that the Depositary is permitted to 

exercise votes in accordance with the provisions of this Condition 12 but that in doing so the Depositary 

will not be deemed to be exercising voting discretion. The Company has agreed to inform the Depositary 

of any circumstances which may affect whether the voting arrangements under this Condition 12 are valid 

and binding on Holders under Cypriot law and the statutes of the Company, or whether the Depositary is 

permitted to exercise votes in accordance with the provisions of this Condition 12 and in doing so will not 

be deemed to be exercising voting discretion. 

12.8 By continuing to hold GDRs, all Holders shall be deemed to have agreed to the provisions of this Condition 

as it may be amended from time to time in order to comply with applicable Cypriot law. 

12.9 The Depositary shall not, and the Depositary shall ensure that the Custodian and its nominees do not, vote 

or attempt to exercise the right to vote that attaches to the Deposited Shares, other than in accordance with 

instructions given or deemed given in accordance with this Condition. 

13. Recovery of Taxes, Duties and Other Charges, and Fees and Expenses due to the Depositary 

The Depositary shall not be liable for any taxes (including any taxes imposed pursuant to FATCA), duties, 

charges, costs or expenses (including cable (including SWIFT) and facsimile transmission fees and 

expenses) which may become payable in respect of the Deposited Shares or other Deposited Property or 

the GDRs, whether under any present or future fiscal or other laws or regulations, and such part thereof as 

is proportionate or referable to a GDR (the “Charges”) shall be payable by the Holder thereof to the 

Depositary at any time on request or may be deducted from any amount due or becoming due on such GDR 

in respect of any dividend or other distribution. The Depositary may sell (whether by way of public or 

private sale and otherwise at its discretion, subject to all applicable laws and regulations) for the account of 

the Holder an appropriate number of Deposited Shares or amount of other Deposited Property and may 

require the Holder on a mandatory basis to surrender for cancellation the GDRs which represent such 

Deposited Property and will discharge out of the proceeds of such sale any Charges, and any fees or 

expenses due to the Depositary from the Holder pursuant to Condition 16, and subsequently pay any surplus 

to the Holder, but the Holder shall remain liable to the Depositary to the extent such Charges, fees and 

expenses exceed the sale proceeds. Any request by the Depositary for the payment of Charges shall be 

made by giving notice pursuant to Condition 23. 

14. Liability 

14.1 In acting hereunder the Depositary shall have only those duties, obligations and responsibilities expressly 

specified in the Deposit Agreement and these Conditions and, other than holding the Deposited Property 

for the benefit of Holders as bare trustee, does not assume any relationship of trust for or with, the Holders 

or owners of GDRs or any other person. 

14.2 Neither the Depositary, the Custodian, the Company, any Agent, nor any of their agents, officers, directors, 

employees or affiliates shall incur any liability to any other of them or to any Holder or owner of a GDR or 

any other person with an interest in any GDRs if by reason of: (A) any provision of any present or future 

law or regulation or other act of the government of the United States, any State of the United States or any 

other state or jurisdiction, or of any governmental or regulatory authority or stock exchange, or the 

interpretation or application of any such present or future law or regulation or any change therein, or by 

reason of any other circumstances beyond their control; or (B) (in the case of only the Depositary, the 

Custodian, any Agent, or any of their agents, officers, directors, employees or affiliates) any provision, 

present or future, of the constitutional documents of the Company, or any provision of any securities issued 

or distributed by the Company, or any offering or distribution thereof; or (C) any event or circumstance, 

whether natural or caused by a person or persons, that is beyond the ability of the Depositary or the 

Company, as the case may be, to prevent or counteract by reasonable care or effort (including, but not 

limited to earthquakes, floods, severe storms, fires, explosions, war, terrorism, civil unrest, labour disputes 
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or criminal acts; interruptions or malfunctions of utility services, Internet or other communications lines or 

systems; unauthorised access to or attacks on computer systems or websites; or other failures or 

malfunctions of computer hardware or software or other systems or equipment), the Depositary, the 

Custodian, the Company, any Agent, or any of their agents, officers, directors, employees or affiliates, shall 

be, directly or indirectly, prevented, delayed or forbidden from doing or performing, or could be subject to 

any civil or criminal penalty on account of doing or performing and therefore does not do or perform, any 

act or thing which the terms of the Deposit Agreement or these Conditions provide shall or may be done or 

performed; nor shall any of them incur any liability to any Holder or owner of GDRs or any other person 

with an interest in any GDRs for any exercise of, or failure to exercise, any voting rights attached to the 

Deposited Shares or any of them or any other discretion or power provided for in the Deposit Agreement. 

Any such party may rely on, and shall be protected in acting upon, any written notice, request, direction or 

other document believed by it to be genuine and to have been duly signed or presented (including a 

translation which is made by a translator believed by it to be competent or which appears to be authentic). 

14.3 Neither the Depositary nor any Agent shall be liable (except for its own wilful default, negligence or fraud 

or that of its agents, officers, directors or employees) to the Company or any Holder or owner of GDRs or 

any other person, by reason of having accepted as valid or not having rejected any certificate for Shares or 

GDRs or any signature on any transfer or instruction purporting to be such and subsequently found to be 

forged or not authentic or for its failure to perform any obligations under the Deposit Agreement or these 

Conditions. 

14.4 The Depositary and its agents may engage or be interested in any financial or other business transactions 

with the Company or any of its subsidiaries or affiliates, or in relation to the Deposited Property (including 

without prejudice to the generality of the foregoing, the conversion of any part of the Deposited Property 

from one currency to another), may at any time hold or be interested in GDRs for its own account, and shall 

be entitled to charge and be paid all usual fees, commissions and other charges for business transacted and 

acts done by it as a bank, and not in the capacity of Depositary, in relation to matters arising under the 

Deposit Agreement (including, without prejudice to the generality of the foregoing, fees, commissions and 

charges on the conversion of any part of the Deposited Property from one currency to another and on any 

sales of property) without accounting to Holders or any other person for any profit arising therefrom. 

14.5 The Depositary shall endeavour to effect any such sale as is referred to or contemplated in Condition 5, 6, 

7, 10, 13 or 21 or any such conversion as is referred to in Condition 8 in accordance with the Depositary's 

normal practices and procedures but shall have no liability (in the absence of its own wilful default, 

negligence or fraud or that of its agents, officers, directors or employees) with respect to the terms of such 

sale or conversion or if such sale or conversion shall not be reasonably practicable. 

14.6 The Depositary shall not be required or obliged to monitor, supervise or enforce the observance and 

performance by the Company of its obligations under or in connection with the Deposit Agreement or these 

Conditions. Without prejudice to or limitation of any obligations of the Company under the Deposit 

Agreement, the Company shall not be required or obliged to monitor, supervise or enforce the observance 

and performance by the Depositary of its obligations under or in connection with the Deposit Agreement 

or these Conditions. 

14.7 The Depositary shall have no responsibility whatsoever to the Company, any Holders or any owner of 

GDRs or any other person as regards any deficiency which might arise because the Depositary is subject to 

any tax in respect of the Deposited Property or any part thereof or any income therefrom or any proceeds 

thereof, including for any tax imposed pursuant to FATCA. The Depositary shall not be liable for the 

inability or failure of a Holder or owner to obtain the benefit of a foreign tax credit, reduced rate of 

withholding tax or refund of amounts withheld in respect of tax or any other tax benefit. 

14.8 In connection with any proposed modification, waiver, authorisation or determination permitted by the 

terms of the Deposit Agreement, the Depositary shall not, except as otherwise expressly provided in 

Condition 22, be obliged to have regard to the consequence thereof for the Holders or the owners of GDRs 

or any other person. 

14.9 Notwithstanding anything else contained in the Deposit Agreement or these Conditions, the Depositary 

may refrain from doing anything which could or might, in its opinion, be contrary to any law of any 

jurisdiction or any directive or regulation of any agency or state or which would or might otherwise render 

it liable to any person and the Depositary may do anything which is, in its opinion, necessary to comply 

with any such law, directive or regulation. 

14.10 The Depositary may, in relation to the Deposit Agreement and these Conditions, act or take no action on 

the advice or opinion of, or any certificate or information obtained from, any lawyer, valuer, accountant, 
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banker, broker, securities company or other expert whether obtained by the Company, the Depositary or 

otherwise, and shall not be responsible or liable for any loss or liability occasioned by so acting or refraining 

from acting or relying on information from persons presenting Shares for deposit or GDRs for surrender or 

requesting transfers thereof. 

14.11 Any such advice, opinion, certificate or information (as discussed in Condition 14.10 above) may be sent 

or obtained by letter or facsimile transmission and the Depositary shall not be liable for acting on any 

advice, opinion, certificate or information purported to be sent or obtained by any such letter or facsimile 

transmission although (without the Depositary's knowledge) the same shall contain some error or shall not 

be authentic. 

14.12 The Depositary may call for and shall be at liberty to accept as sufficient evidence of any fact or matter or 

the expediency of any transaction or thing, a certificate, letter or other communication, whether oral or 

written, signed or otherwise communicated on behalf of the Company by a director of the Company or by 

a person duly authorised by a director of the Company or such other certificate from persons specified in 

Condition 14.10 above which the Depositary considers appropriate and the Depositary shall not be bound 

in any such case to call for further evidence or be responsible for any loss or liability that may be occasioned 

by the Depositary acting on such certificate. 

14.13 The Depositary shall have no obligation under the Deposit Agreement or these Conditions except to 

perform its obligations as are specifically set out therein without wilful default, negligence or fraud. 

14.14 Any liability of the Depositary arising out of the Deposit Agreement, the GDRs or the Conditions shall be 

limited to the amount of actual loss suffered (such loss shall be determined as at the date of default of the 

Depositary or, if later, the day on which the loss arises as a result of such default) but without reference to 

any special conditions or circumstances known to the Depositary at the time of entering into the Deposit 

Agreement, the GDRs or the Conditions, or at the time of accepting any relevant instructions, which 

increases the amount of the loss. In no event shall the Depositary be liable for any loss of profits, goodwill, 

reputation, business opportunity or anticipated saving, or for special, punitive, indirect or consequential 

damages, whether or not foreseeable, even if the Depositary has been advised of the possibility of such loss 

or damages and regardless of whether the claim for loss or damage is made in negligence, breach of 

contract, duty or otherwise. 

14.15 The Depositary may delegate by power of attorney or otherwise to any person or persons or fluctuating 

body of persons, whether being a joint Depositary of the Deposit Agreement or not and not being a person 

to whom the Company may reasonably object, all or any of the powers, authorities and discretions vested 

in the Depositary by the Deposit Agreement and such delegation may be made upon such terms and subject 

to such conditions, including power to sub-delegate and subject to such regulations as the Depositary may 

in the interests of the Holders think fit, provided that no objection from the Company to any such 

delegation as aforesaid may be made to a person whose financial statements are consolidated with those of 

the Depositary's ultimate holding company. Any delegation by the Depositary shall be on the basis that the 

Depositary is acting on behalf of the Holders and the Company in making such delegation. The Company 

shall not (in any circumstances) and the Depositary shall not (provided that it shall have exercised 

reasonable care in the selection of such delegate) be bound to supervise the proceedings or be in any way 

responsible for any loss, liability, cost, claim, action, demand or expense incurred by reason of any 

misconduct or default on the part of any such delegate or sub-delegate. However, the Depositary shall, if 

practicable, and if so requested by the Company, pursue (at the Company's expense and subject to receipt 

by the Depositary of such indemnity and security for costs as the Depositary may reasonably require) any 

legal action it may have against such delegate or sub-delegate arising out of any such loss caused by reason 

of any such misconduct or default. The Depositary shall, within a reasonable time of any such delegation 

or any renewal, extension or termination thereof, give notice thereof to the Company. Any delegation under 

this Condition which includes the power to sub-delegate shall provide that the delegate shall, within a 

specified time of any sub-delegation or amendment, extension or termination thereof, give notice thereof 

to the Company and the Depositary. 

14.16 The Depositary may, in the performance of its obligations hereunder, instead of acting personally, employ 

and pay an agent, whether a solicitor or other person, to transact or concur in transacting any business and 

do or concur in doing all acts required to be done by such party, including the receipt and payment of 

money. 

14.17 The Depositary may, in performing its duties hereunder, appoint and employ brokers, dealers, foreign 

currency dealers or other service providers that are owned by or affiliated with the Depositary and that may 

earn or share fees, spreads or commissions. 
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14.18 The Depositary shall be at liberty to hold or to deposit the Deposit Agreement and any deed or document 

relating thereto in any part of the world with any banking company or companies (including itself) whose 

business includes undertaking the safe custody of deeds or documents or with any lawyer or firm of lawyers 

of good repute, and the Depositary shall not (in the case of depositing with itself, in the absence of its own 

negligence, wilful default, or fraud or that of its agents, directors, officers or employees) be responsible for 

any losses, liability or expenses incurred in connection with any such deposit. 

14.19 Notwithstanding anything to the contrary contained in the Deposit Agreement or these Conditions, the 

Depositary shall not be liable in respect of any loss or damage which arises out of or in connection with its 

performance or non-performance, or the exercise or attempted exercise of (or the failure to exercise any of) 

its powers or discretions, under the Deposit Agreement, except to the extent that such loss or damage arises 

from the wilful default, negligence or fraud of the Depositary or that of its agents, officers, directors or 

employees. Without prejudice to the generality of the foregoing, in no circumstances shall the Depositary 

have any liability for any act or omission of any securities depository, clearing agency or settlement system 

in connection with or arising out of book-entry settlement of Deposited Shares or otherwise. 

14.20 No provision of the Deposit Agreement or these Conditions shall require the Depositary to expend or risk 

its own funds or otherwise incur any financial liability in the performance of any of its duties or in the 

exercise of any of its rights or powers. 

14.21 For the avoidance of doubt, the Depositary shall be under no obligation to check, monitor or enforce 

compliance with any ownership restrictions in respect of GDRs or Shares under any applicable Cypriot law 

as the same may be amended from time to time. Notwithstanding the generality of Condition 3, the 

Depositary shall refuse to register any transfer of GDRs or any deposit of Shares against the issuance of 

GDRs if notified by the Company, or the Depositary becomes aware of the fact, that such transfer or 

issuance would result in a violation of the limitations set forth above. 

14.22 No disclaimer of liability under the Securities Act is intended by any provision of the Deposit Agreement. 

14.23 The Depositary shall be under no obligation to appear in, prosecute or defend any action, suit or other 

proceeding in respect of any Deposited Property or in respect of any GDRs on behalf of any Holder or any 

other person. 

15. Issue and Delivery of Replacement GDRs and Exchange of GDRs 

Subject to the payment of the relevant fees, taxes, duties, charges, costs and expenses (including cable 

(including SWIFT) and facsimile transmission fees and expenses) and such terms as to evidence and 

indemnity as the Depositary may require, replacement GDRs will be issued by the Depositary and will be 

delivered in exchange for or replacement of outstanding lost, stolen, mutilated, defaced or destroyed GDRs 

upon surrender thereof (except in the case of the destruction, loss or theft) at the specified office of the 

Depositary or (at the request, risk and expense of the Holder) at the specified office of any Agent. 

16. Depositary's Fees, Costs and Expenses 

16.1 The Depositary shall be entitled to charge the following remuneration and to receive the following 

remuneration and reimbursement (such remuneration and reimbursement being payable on demand) from 

the Holders in respect of its services under the Deposit Agreement: 

(a) for the issue of GDRs (other than upon the issue of GDRs pursuant to the Offering) or the 

cancellation of GDRs: U.S.$5.00 or less per 100 GDRs (or portion thereof) issued or cancelled, 

including for the avoidance of doubt, but not limited to, transfers between the Regulation S Master 

GDR and the Rule 144A Master GDR which transfers shall be treated as cancellations of GDRs 

represented by one Master GDR and issuances of GDRs represented by the other Master GDR; 

(b) for issuing GDR certificates in definitive registered form in replacement for mutilated, defaced, lost, 

stolen or destroyed GDR certificates: a sum per GDR certificate which is determined by the 

Depositary to be a reasonable charge to reflect the work, costs and expenses involved; 

(c) for issuing GDR certificates in definitive registered form (other than pursuant to (b) above): the 

greater of U.S.$1.50 per GDR certificate (plus printing costs) or such other sum per GDR certificate 

which is determined by the Depositary to be a reasonable charge to reflect the work plus costs 

(including but not limited to printing costs) and expenses involved; 

(d) for receiving and paying any cash dividend or other cash distribution on or in respect of the 

Deposited Shares: a fee of U.S.$0.02 or less per GDR for each such dividend or distribution; 
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(e) in respect of any issue of rights or distribution of Shares (whether or not evidenced by GDRs) or 

other securities or other property (other than cash) upon exercise of any rights, any free distribution, 

stock dividend or other distribution: U.S.$5.00 or less per 100 outstanding GDRs (or portion thereof) 

for each such issue of rights, dividend or distribution; 

(f) a fee of U.S.$0.03 or less per GDR (or portion thereof) per calendar year for depositary services 

which shall be payable as provided in paragraph (h) below; 

(g) a fee of U.S.$0.01 or less per GDR per annum for local share registry inspection and related services 

by the Depositary or the Custodian or their respective agents, which shall be payable as provided in 

paragraph (h) below; and 

(h) any other charge payable by the Depositary, any of the Depositary's agents, including the Custodian, 

or the agents of the Depositary's agents, in connection with the servicing of Deposited Shares or 

other Deposited Property (which charge shall be assessed against Holders as of the date or dates set 

by the Depositary and shall be payable at the sole discretion of the Depositary by billing such 

Holders for such charge or deducting such charge from one or more cash dividends or other cash 

distributions), 

together with all fees and expenses (including currency conversion expenses, cable, SWIFT and facsimile 

transmission fees and expenses), transfer and registration fees, taxes, duties and charges payable by the 

Depositary, any Agent or the Custodian, or any of their agents, in connection with any of the above. 

16.2 The Depositary is entitled to receive from the Company the fees, taxes, duties, charges costs and expenses 

as specified in a separate agreement between the Company and the Depositary. The Depositary may charge 

the Company a fee and its expenses relating to any request made under Condition 1.9. 

16.3 From time to time, the Depositary may make payments to the Company to reimburse and/or share revenue 

from the fees collected from Holders of GDRs, or waive fees and expenses for services provided, generally 

relating to costs and expenses arising out of the establishment and maintenance of the GDR facilities 

established pursuant to the Deposit Agreement. Where the Company has been appointed by the Depositary 

to act as Custodian in connection with the Deposit Agreement, the Company in its capacity as the Custodian 

may earn fees and revenue, and such fees and revenue may be paid by the Depositary to the Company from 

fees collected by the Depositary from Holders. In performing its duties under the Deposit Agreement, the 

Depositary may use brokers, dealers or other service providers that are affiliates of the Depositary and that 

may earn or share fees and commissions. 

17. Agents 

17.1 The Depositary shall be entitled to appoint one or more agents (the “Agents”) for the purpose, inter alia, of 

making distributions to the Holders. 

18. Listing 

The Company has undertaken in the Deposit Agreement to use all reasonable endeavours to maintain, so 

long as any GDR is outstanding, a listing for the GDRs on the Moscow Stock Exchange. 

For that purpose, the Company has agreed to pay all fees and sign and deliver all undertakings and take any 

other steps (including but not limited to accepting responsibility for, and carrying out, all regulatory 

disclosure and reporting obligations) required by the Moscow Stock Exchange in connection with listing 

the GDRs on the Moscow Stock Exchange. In the event that the listing on the Moscow Stock Exchange is 

not maintained, the Company has undertaken in the Deposit Agreement to use all reasonable endeavours 

with the reasonable assistance of the Depositary (provided at the Company's expense) to obtain and 

maintain a listing of the GDRs on any other internationally recognised stock exchange in Europe. 

19. The Custodian 

The Depositary has agreed with the Custodian that the Custodian will receive and hold (or appoint agents 

approved by the Depositary to receive and hold) all Deposited Property for the account and to the order of 

the Depositary in accordance with the applicable terms of the Deposit Agreement which include a 

requirement to segregate the Deposited Property from the other property of, or held by, the Custodian 

PROVIDED THAT the Custodian shall not be obliged to segregate cash comprised in the Deposited 

Property from cash otherwise held by the Custodian. The Custodian shall be responsible solely to the 

Depositary PROVIDED THAT, if and so long as the Depositary and the Custodian are the same legal 

entity, references to them separately in these Conditions and the Deposit Agreement are for convenience 

only and that legal entity shall be responsible for discharging both functions directly to the Holders and the 

Company. Upon the removal of or receiving notice of the resignation of the Custodian (where upon the 
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effectiveness of that resignation or removal there would be no Custodian acting under the Deposit 

Agreement), the Depositary shall as promptly as practicable appoint a substitute Custodian or Custodians, 

which shall thereafter, become the Custodian under the Deposit Agreement. The Depositary shall require 

any Custodian that resigns or is removed to deliver all Deposited Property held by such Custodian to another 

Custodian. The Depositary in its discretion may appoint a substitute or additional custodian or custodians, 

which shall, upon acceptance of such appointment, become the Custodian under the Deposit Agreement. 

The Depositary shall notify Holders of such change in accordance with Condition 23. Notwithstanding the 

foregoing, the Depositary may temporarily deposit the Deposited Property in a manner or a place other than 

as therein specified; PROVIDED THAT, in the case of such temporary deposit in another place, the 

Company shall have consented to such deposit, and such consent of the Company shall have been delivered 

to the Custodian. 

In the case of transportation of the Deposited Property under this Condition, the Depositary shall obtain 

appropriate insurance at the expense of the Company if and to the extent that the obtaining of such insurance 

is reasonably practicable and the premiums payable are of a reasonable amount. 

20. Resignation and Removal of the Depositary 

20.1 The Company may remove the Depositary under the Deposit Agreement by giving 120 days' prior notice 

in writing to the Depositary to become effective upon the later of (i) the 120th day after receipt of such 

notice by the Depositary and (ii) the appointment of a successor depositary and its acceptance of 

appointment. The Depositary may resign as Depositary by giving notice in writing to the Company to 

become effective upon the appointment of a successor depositary and its acceptance of that appointment as 

provided in Condition 20.2. The effect of the removal or resignation of the Depositary if a successor 

depositary is not appointed is set out in Condition 21. 

20.2 If the Depositary resigns or is removed, the Company shall use all reasonable endeavours to appoint a 

successor depositary. Every successor depositary shall execute and deliver to the Company an instrument 

in writing accepting its appointment under the Deposit Agreement in accordance with the terms thereof and 

these Conditions. If the Depositary receives notice from the Company that a successor depositary has been 

appointed following its resignation or removal, the Depositary, upon receipt of payment of all sums due to 

it from the Company, shall deliver to its successor as depositary sufficient information and records to enable 

such successor efficiently to perform its obligations under the Deposit Agreement and shall deliver and pay 

to such depositary, or to its order, all property and cash held by it under the Deposit Agreement. When the 

Depositary has taken the actions specified in the preceding sentence (i) the successor shall become the 

Depositary and shall have all the rights and shall assume all the duties of the Depositary under the Deposit 

Agreement and (ii) the predecessor depositary shall cease to be the Depositary and shall be discharged and 

released from all obligations under the Deposit Agreement, except for its duties under Clause 10.5 of the 

Deposit Agreement with respect to the time before that discharge. A successor Depositary shall notify the 

Holders of its appointment as soon as practical after assuming the duties of Depositary. 

21. Termination of Deposit Agreement 

21.1 The Company may terminate the Deposit Agreement by written notice to the Depositary. The Depositary 

may terminate the Deposit Agreement if (a) the Company has failed to appoint a replacement Depositary 

within 90 days of the date on which the Company or the Depositary has given notice pursuant to Clause 12 

of the Deposit Agreement and Condition 20, (b) an Insolvency Event or Delisting Event (as defined below) 

occurs with respect to the Company or (c) a Termination Option Event has occurred or will occur. If the 

Deposit Agreement is to be terminated, the Depositary shall give a notice of termination in accordance with 

Condition 23 to the Holders of GDRs then outstanding setting a date for termination (the “Termination 

Date”), which shall be at least 90 days after the date of that notice, and the Deposit Agreement shall 

terminate on that Termination Date. 

21.2 At any time prior to the Termination Date, the Depositary may accept surrenders of GDRs for the purpose 

of withdrawal of Deposited Property in accordance with Clause 3 of the Deposit Agreement and Condition 

1. 

21.3 At any time after the Termination Date, the Depositary may sell the Deposited Property then held under the 

Deposit Agreement and may thereafter hold uninvested the net proceeds of any such sale, together with any 

other cash then held by it hereunder, unsegregated and without liability for interest, for the pro rata benefit 

of the Holders of GDRs that remain outstanding, and those Holders will become general creditors of the 

Depositary with respect to those net proceeds. After making that sale, the Depositary shall be discharged 

from all obligations under the Deposit Agreement, except (i) to account to Holders for the net proceeds and 

other cash (after deducting, in each case, the fee of the Depositary for the surrender of GDRs, any expenses 
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for the account of the Holder of such GDRs in accordance with the terms and conditions of the Deposit 

Agreement and any applicable taxes or governmental charges) and (ii) for its liabilities accrued prior to the 

date of termination of appointment or resignation or any liabilities stipulated in relevant laws or regulations 

and (iii) to act as provided in the Condition 21.4 below, and after selling the Deposited Property and 

satisfying (i) and (ii) above, the Depositary may cancel the outstanding GDRs. 

21.4 After the Termination Date, the Depositary shall continue to receive dividends and other distributions 

pertaining to Deposited Property (that have not been sold), may sell rights and other property as provided 

in the Deposit Agreement and shall deliver Deposited Property (or sale proceeds) upon surrender of GDRs 

(after payment or upon deduction, in each case, of the fee of the Depositary for the surrender of GDRs, any 

expenses for the account of the Holder of those GDRs in accordance with the terms and conditions of the 

Deposit Agreement and any applicable taxes or governmental charges). However, after the Termination 

Date, (i) the Depositary may refuse to accept surrenders of GDRs for the purpose of withdrawal of 

Deposited Property (that has not been sold) or may reverse previously accepted surrenders of that kind that 

have not settled if in its opinion the requested withdrawal would interfere with its efforts to sell the 

Deposited Property, (ii) the Depositary will not be required to deliver cash proceeds of the sale of Deposited 

Property until all Deposited Property has been sold and (iii) the Depositary may discontinue the registration 

of transfers of GDRs and suspend the distribution of dividends and other distributions on Deposited 

Property to the Holders and need not give any further notices or perform any further acts under the Deposit 

Agreement except as provided in this Condition 21.4. 

21.5 For the purposes of this Condition 21, “Delisting Event” means a failure by the Company to comply with 

its obligations under Clause 7.1 of the Deposit Agreement and “Insolvency Event” means any of the 

following (i) the Company becomes insolvent or is unable to pay its debts as they fall due, (ii) an 

administrator or liquidator is appointed (or application for any such appointment is made) in respect of the 

Company or the whole or any substantial (in the opinion of the Depositary) part of the undertaking, assets 

and revenues of the Company, (iii) the Company takes any action for a readjustment or deferment of any 

of its obligations or makes a general assignment or an arrangement or composition with or for the benefit 

of its creditors or declares a moratorium in respect of any of its indebtedness or any guarantee of any 

indebtedness given by it, (iv) the Company ceases or threatens to cease to carry on all or any substantial 

part of its business, or (v) an order is made or an effective resolution is passed for the winding up, liquidation 

or dissolution of the Company. 

22. Amendment of Deposit Agreement and Conditions 

22.1 Subject to Condition 22.3, all and any of the provisions of the Deposit Agreement and these Conditions 

may at any time and from time to time be amended by written agreement between the Company and the 

Depositary in any respect which they may deem necessary or desirable. Notice of any amendment of these 

Conditions (except to correct a manifest error) shall be duly given to the Holders by the Depositary, and 

any amendment which shall increase or impose fees payable by Holders, which amends this Condition 22 

or which, in the opinion of the Depositary, would be materially prejudicial to the interests of the Holders 

(as a class) shall not (unless such fees, amendment or material prejudice are the result of: governmental 

charges, registration fees, fees imposed by the Depositary in its discretion in connection with any cable, 

SWIFT, telex or facsimile transmission fees or costs, or delivery costs) become effective so as to impose 

any obligation on the Holders until the expiration of 30 calendar days after such notice shall have been 

given. During such period of 30 calendar days, each Holder shall be entitled to obtain, subject to and upon 

compliance with Condition 1, delivery of the Deposited Property relative to each GDR held by it upon 

surrender thereof, payment of the charge specified in Condition 16.1(a) for such delivery and surrender and 

otherwise in accordance with the Deposit Agreement and these Conditions. Each Holder at the time when 

such amendment so becomes effective shall be deemed, by continuing to hold a GDR, to approve such 

amendment and to be bound by the terms thereof in so far as they affect the rights of the Holders. In no 

event shall any amendment impair the right of any Holder to receive, subject to and upon compliance with 

Condition 1, the Deposited Property attributable to the relevant GDR. 

22.2 For the purposes of this Condition 22, an amendment shall not be regarded as being materially prejudicial 

to the interests of Holders if its principal effect is to permit the creation of GDRs in respect of additional 

Shares to be held by the Depositary which are or will become fully consolidated as a single series with the 

other Deposited Shares PROVIDED THAT temporary GDRs will represent such Shares until they are so 

consolidated. 

22.3 The Company and the Depositary may at any time by agreement in any form amend the number of Shares 

represented by each GDR, provided that each outstanding GDR represents the same number of Shares as 

each other outstanding GDR, and at least 30 calendar days' notice of such amendment is given to the 
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Holders, but in no circumstances shall any amendment pursuant to this Condition 22.3 be regarded as an 

amendment requiring 30 calendar days' notice in accordance with Condition 22.1. 

23. Notices 

23.1 Any and all notices to be given to any Holder shall be duly given if personally delivered, or sent by mail 

(if domestic, first class, if overseas, first class airmail) or air courier, or by facsimile transmission confirmed 

by letter sent by mail, air courier, or by email addressed to such Holder at the address of such Holder as it 

appears on the transfer books for GDRs of the Depositary, or, if such Holder shall have filed with the 

Depositary a written request that notices intended for such Holder be mailed to some other address, at the 

address specified in such request. 

23.2 Delivery of a notice sent by mail or air courier shall be effective three days (in the case of domestic mail or 

air courier) or seven days (in the case of overseas mail) after despatch, and any notice sent by facsimile 

transmission, as provided in this Condition, shall be effective when the intended recipient has confirmed 

by telephone to the transmitter thereof that the recipient has received such facsimile in complete and legible 

form. The Depositary or the Company may, however, act upon any facsimile transmission received by it 

from the other or from any Holder, notwithstanding that such facsimile transmission shall not subsequently 

be confirmed as aforesaid. 

24. Reports and Information on the Company 

24.1 The Company has undertaken in the Deposit Agreement (so long as any GDR is outstanding) to furnish the 

Depositary with one electronic copy in the English language (and to make available to the Depositary, the 

Custodian and each Agent as many printed copies as they may reasonably require to satisfy requests from 

Holders) of: 

(a) in respect of the financial year ending on 31 December 2020 and in respect of each financial year 

thereafter, the non-consolidated (and, if published for holders of Shares, consolidated) balance 

sheets as at the end of such financial year and the non-consolidated (and, if published for holders of 

Shares, consolidated) statements of income for such financial year in respect of the Company, 

prepared in conformity with generally accepted accounting principles in Cyprus and reported upon 

by independent public accountants selected by the Company, as soon as practicable (and in any 

event within 180 days) after the end of such year (and it has been acknowledged in Clause 7.6(a) of 

the Deposit Agreement that the provision of an electronic copy of the Final Prospectus containing 

financial statements in respect of the financial year ended 31 December 2020 to the Depositary shall 

discharge the Company’s obligation to provide a copy of such financial statements for such financial 

year pursuant to such clause); 

(b) if the Company publishes semi-annual financial statements for holders of Shares, such semi-annual 

financial statements of the Company, as soon as practicable, after the same are published and in any 

event no later than four months after the end of the period to which they relate; and 

(c) if the Company publishes quarterly financial statements for holders of Shares, such quarterly 

financial statements, as soon as practicable, after the same are published, and in any event no later 

than three months after the end of the period to which they relate. 

24.2 The Depositary shall upon receipt thereof give due notice to the Holders that such copies are available upon 

request at its specified office and the specified office of any Agent. 

24.3 For so long as any of the GDRs or the Shares remain outstanding and are “restricted securities” within the 

meaning of Rule 144(a)(3) under the Securities Act, if at any time the Company is neither subject to and in 

compliance with the reporting requirements of Section 13 or 15(d) of the United States Securities Exchange 

Act of 1934, as amended, nor exempt from such reporting requirements by complying with the information 

furnishing requirements of Rule 12g3-2(b) thereunder, the Company has agreed in the Deposit Agreement 

to supply to the Depositary such information, in the English language and in such quantities as the 

Depositary may from time to time reasonably request, as is required to be delivered to any Holder or 

beneficial owner of GDRs or to any holder of Shares or a prospective purchaser designated by such Holder, 

beneficial owner or holder pursuant to a Deed Poll executed by the Company in favour of such persons and 

the information delivery requirements of Rule 144A(d)(4) under the Securities Act, to permit compliance 

with Rule 144A thereunder in connection with resales of GDRs or Shares or interests therein in reliance on 

Rule 144A under the Securities Act and otherwise to comply with the requirements of Rule 144A(d)(4) 

under the Securities Act. Subject to receipt, the Depositary will deliver such information, during any period 

in which the Company informs the Depositary it is subject to the information delivery requirements of Rule 
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144(A)(d)(4), to any such holder, beneficial owner or prospective purchaser but in no event shall the 

Depositary have any liability for the contents of any such information. 

25. Copies of Company Notices 

The Company has undertaken in the Deposit Agreement to provide to the Custodian and the Depositary: 

(i) if the Company takes or decides to take any corporate action of a kind that is addressed in Condition 4, 

5, 6, 7, 10 or 12, or that effects or will effect a change in the name or legal structure of the Company, or 

that effects or will effect a change to the Shares, a notification of that action or decision as soon as it is 

lawful and practical to give that notification, which notification shall be in English and shall include all 

details that the Company is required to include in any notice to any governmental or regulatory authority 

or securities exchange or is required to make available generally to holders of Shares by publication or 

otherwise; and (ii) promptly, all notices and any other reports and communications which are made 

generally available by the Company to holders of its Shares (or such number of English translations of the 

originals if the originals were prepared in a language other than English as the Depositary may reasonably 

request). If any such notice is not furnished to the Depositary in English, either by the Company or the 

Custodian, the Depositary shall, at the Company's expense, arrange for an English translation thereof 

(which may be in such summarised form as the Depositary may deem adequate to provide sufficient 

information) to be prepared. The Depositary shall, as soon as practicable after receiving any such notice or 

(where appropriate) upon completion of translation thereof, give due notice to the Holders which notice 

may be given together with a notice pursuant to Condition 9.1, and shall make the same available to Holders 

in such manner as it may determine. 

26. Moneys held by the Depositary 

The Depositary shall be entitled to deal with moneys paid to it by the Company for the purposes of the 

Deposit Agreement in the same manner as other moneys paid to it as a banker by its customers and shall 

not be liable to account to the Company or any Holder or any other person for any interest thereon, except 

as otherwise agreed and shall not be obliged to segregate such moneys from other moneys belonging to the 

Depositary. 

27. Severability 

If any one or more of the provisions contained in the Deposit Agreement or in these Conditions shall be or 

become invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the 

remaining provisions contained therein or herein shall in no way be affected, prejudiced or otherwise 

disturbed thereby. 

28. Governing Law 

The Deposit Agreement, the GDRs, and any non-contractual obligations arising from or connected with the 

Deposit Agreement and the GDRs, are governed by, and shall be construed in accordance with, English 

law except that the certifications set forth in Schedule 3 and Schedule 4 to the Deposit Agreement and any 

provisions relating thereto shall be governed by and construed in accordance with the laws of the State of 

New York. The Company has submitted in respect of the Deposit Agreement and the Deed Poll to the 

jurisdiction of the English courts and the courts of the State of New York and any United States Federal 

Court sitting in the Borough of Manhattan, New York City. The Company has also agreed in the Deposit 

Agreement, and the Deed Poll to allow, respectively, the Depositary and the Holders to elect that Disputes 

are resolved by arbitration. 

29. Jurisdiction 

29.1 The Company has irrevocably appointed Law Debenture Corporate Services Limited with offices at 8th 

Floor, 100 Bishopsgate, London EC2N 4AG, as its agent in England to receive service of process which 

may be served in any suit, legal action or proceedings arising out of or related to the Deposited Property, 

the GDRs, these Conditions or the Deposit Agreement (“Proceedings”). The Company has agreed to 

receive service of process in any legal action or Proceedings in New York arising out of or relating to the 

Deposited Shares, the GDRs, these Conditions or the Deposit Agreement by pre-paid post (given, made or 

served in accordance with Clause 16 of the Deposit Agreement) at its registered office in Cyprus. Any writ, 

judgement or other notice of legal process shall be sufficiently served on the Company if delivered to such 

relevant agent at its address for the time being. The Company has irrevocably undertaken not to revoke the 

authority of such agent and if, for any reason, the Depositary requests the Company to do so it shall 

promptly appoint another such agent with an address in England and notify the Depositary and the Holders 

accordingly. The Company has agreed that, if for any other reason it does not have such an agent in England, 
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it will promptly appoint a substitute process agent and notify the Holders and the Depositary of such 

appointment. Nothing herein shall affect the right to serve process in any other manner permitted by law. 

29.2 The courts of England shall have jurisdiction to settle any disputes (each a “Dispute”) and accordingly any 

Proceedings may be brought in such courts. Without prejudice to the foregoing, the Depositary further 

irrevocably agrees that any Proceedings may be brought in any New York State or United States Federal 

Court sitting in the Borough of Manhattan, New York City. The Depositary irrevocably submits to the non- 

exclusive jurisdiction of such courts and waives any objection to Proceedings in such courts whether on the 

ground of venue or on the ground that the Proceedings have been brought in an inconvenient forum. 

29.3 These submissions are made for the benefit of each of the Holders and shall not limit the right of any of 

them to take Proceedings in any other court of competent jurisdiction nor shall the taking of Proceedings 

in one or more jurisdictions preclude the taking of Proceedings in any other jurisdictions (whether 

concurrently or not) to the extent permitted by law. 

29.4 In the event that the Depositary is made a party to, or is otherwise required to participate in, any litigation, 

arbitration, or Proceedings (whether judicial or administrative) which arises from or is related to or is based 

upon any act or failure to act by the Company, or which contains allegations to such effect, upon notice 

from the Depositary, the Company has agreed to fully cooperate with the Depositary in connection with 

such litigation, arbitration or Proceedings. 

29.5 The Depositary irrevocably appoints The Bank of New York Mellon, London Branch, (Attention: The 

Manager) of 49th Floor, One Canada Square, London E14 5AL as its agent in England to receive service 

of process in any Proceedings in England based on any of the GDRs. If for any reason the Depositary does 

not have such an agent in England, it will promptly appoint a substitute process agent and notify the Holders 

of such appointment. Nothing herein shall affect the right to serve process in any other manner permitted 

by law. 

29.6 To the extent that the Company may in any jurisdiction claim for itself or its assets or revenues immunity 

from suit, execution, attachment (whether in aid of execution, before judgement or otherwise) or other legal 

process and to the extent that such immunity (whether or not claimed) may be attributed in any such 

jurisdiction to the Company or its assets or revenues, the Company has agreed not to claim and irrevocably 

waives such immunity to the full extent permitted by the laws of such jurisdiction. 

30. Arbitration and Submission 

30.1 Notwithstanding any other provision of these Conditions, the Depositary agrees that each Holder may elect, 

by notice in writing to the Depositary issued no later than the filing of a defence in any Proceedings, that 

the Dispute be resolved by arbitration and not litigation. In such case, the Dispute shall be referred to 

arbitration under the Rules of the London Court of International Arbitration (the “Rules”) and finally 

resolved by arbitration under the Rules which Rules are deemed to be incorporated by reference into this 

Condition. Judgement upon the award rendered by the arbitrators may be entered in any court having 

jurisdiction thereof. 

30.2 If any Holder elects arbitration proceedings in accordance with Condition 30.1, the Depositary and the 

Holders agree that: 

(a) the number of arbitrators shall be three, appointed by the London Court of International Arbitration 

in accordance with its Rules; 

(b) the place of the arbitration shall be London; 

(c) the language to be used in the arbitration proceedings shall be English; and 

(d) the decision and award of the arbitration shall be final and binding on the parties from the day it is 

made. 

30.3 The governing law of this arbitration agreement shall be the substantive law of England, excluding conflict 

of law rules. 

30.4 If Proceedings have been initiated by the Depositary in a court of competent jurisdiction at the time that 

any Holder elects to submit the matter to arbitration in accordance with Condition 30.1, then the Depositary 

agrees that it shall discontinue such Proceedings without delay unless the Holder is deemed to have waived 

such right by substantially participating in the Proceedings without having raised its right under this 

Condition. 
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30.5 If any Dispute raises issues which are substantially the same as or connected with issues raised in a Dispute 

which has already been referred to arbitration (an “Existing Dispute”), or arises out of substantially the 

same facts as are the subject of an Existing Dispute, or a dispute, controversy or claim, arising out of or in 

connection with the Deposit Agreement or the Deed Poll, whether in tort, contract, statute or otherwise, 

including any question regarding their existence, validity, interpretation, breach or termination (in any such 

case a “Related Dispute” provided that such Related Dispute has been or is to be submitted to arbitration), 

the arbitrators appointed or to be appointed in respect of any such Existing Dispute shall also be appointed 

as the arbitrators in respect of any Related Dispute, save where the arbitrators consider such appointment 

to be inappropriate. 

30.6 The arbitrators, upon the request of one of the parties to a Dispute or Related Dispute or a Holder or the 

Depositary which itself wishes to be joined in any reference to arbitration proceedings in relation to a 

Dispute or Related Dispute, may join any Holder or any party to the Deposit Agreement, these Conditions 

or the Deed Poll to any reference to arbitration proceedings in relation to that Dispute or Related Dispute 

and may make a single, final award determining all Disputes and Related Disputes between them. Each of 

the Holders and the Depositary hereby consents to be joined to any reference to arbitration proceedings in 

relation to any dispute at the request of a party to that Dispute or Related Dispute, and to accept joinder of 

any party requesting to be joined in accordance with this Condition 30.6. 

30.7 Where, pursuant to the above provisions, the same arbitrators have been appointed in relation to an Existing 

Dispute and one or more Related Disputes, the arbitrators may, with the agreement of all the parties 

concerned or upon the application of one of the parties, being a party to each of the Disputes, order that the 

whole or part of the matters at issue shall be heard together upon such terms or conditions as the arbitrators 

think fit. 

30.8 The arbitrators shall have power to make such directions and any provisional, interim or partial awards as 

they consider just and desirable. 

30.9 Nothing in these dispute resolution provisions shall be construed as preventing either party from seeking 

conservatory or similar interim relief in any court of competent jurisdiction. 

30.10 The parties hereby agree to waive any right of appeal to any court of law or other judicial authority in so 

far as such waiver may be validly made. 

30.11 Without prejudice to the powers of the arbitrators provided in the Rules, statute or otherwise, the arbitrators 

shall have power at any time, following the written request (with reasons) of any party at any time, and 

after due consideration of any written and/or oral response(s) to such request made within such time periods 

as the arbitrators shall determine, to make an award in favour of the claimant(s) (or the respondent(s) if a 

counterclaim) in respect of any claims (or counterclaims) if it appears to the arbitrators that there is no 

reasonably arguable defence to those claims (or counterclaims), either at all or except as to the amount of 

any damages or other sum to be awarded. 

30.12 The Depositary and the Holders agree that in no circumstances will they request the arbitrators to, and the 

arbitrators shall have no authority to, exercise any power to award damages which are not calculated by 

reference to the party's actual costs or to award any loss of profit whatsoever or any consequential, special 

or punitive damages. 

31. Language 

The Deposit Agreement or these Conditions may be translated into a language other than English, but any 

non-English version of the Deposit Agreement and these Conditions is for informational purposes only. In 

the event of any discrepancies between the English version and another language version of the Deposit 

Agreement or these Conditions, or any dispute regarding the interpretation of any provision in the English 

version or other language version of the Deposit Agreement or these Conditions, the English version of the 

Deposit Agreement and these Conditions shall prevail and questions of interpretation shall be addressed 

solely in the English language. 
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SUMMARY OF PROVISIONS RELATING TO THE GLOBAL DEPOSITARY RECEIPTS WHILST IN 

MASTER FORM 

The GDRs will be represented by (i) a single Regulation S Master GDR in registered form and (ii) a single Rule 

144A Master GDR in registered form. The Rule 144A Master GDR will be held with The Bank of New York 

Mellon in New York as custodian for DTC and registered in the name of Cede & Co as nominee for DTC. The 

Regulation S Master GDR will be held by The Bank of New York Mellon, London Branch as common depositary 

for Euroclear and Clearstream (and registered in the name of The Bank of New York Depository (Nominees) 

Limited as nominee for the common depositary). 

The Regulation S Master GDR and the Rule 144A Master GDR contain provisions which apply to the GDRs while 

they are in master form, some of which modify the effect of the Conditions of the GDRs set out in this document. 

The following is a summary of certain of those provisions. Words and expressions given a defined meaning in the 

Conditions shall have the same meanings in this section unless otherwise provided in this section. 

The Master GDRs will only be exchanged for certificates in definitive registered form representing GDRs in the 

circumstances described in (a), (b), (c) or (d) below in whole but not in part. The Depositary irrevocably undertakes 

in the Master GDRs to deliver certificates in definitive registered form representing GDRs in exchange for the 

relevant Master GDR to the Holders within 60 calendar days in the event that: 

(a) DTC, in the case of the Rule 144A Master GDR, or Euroclear or Clearstream, in the case of the Regulation 

S Master GDR, notifies the Company that it is unwilling or unable to continue as settlement system and a 

successor settlement system is not appointed within 90 calendar days; 

(b) Either DTC in the case of the Rule 144A Master GDR, or Euroclear or Clearstream in the case of the 

Regulation S Master GDR, is closed for business for a continuous period of 14 calendar days (other than by 

reason of holiday, statutory or otherwise) or announces an intention permanently to cease business or does in 

fact do so, and, in each case, no alternative settlement system satisfactory to the Depositary is available within 

45 calendar days; 

(c) in respect of the Rule 144A Master GDR, DTC or any successor ceases to be a “clearing agency” registered 

under the United States Securities Exchange Act of 1934, as amended; or 

(d) the Depositary has determined that, on the occasion of the next payment in respect of the Master GDRs, the 

Depositary or its agent would be required to make any deduction or withholding from any payment in respect 

of the Master GDRs which would not be required were the GDRs represented by certificates in definitive 

registered form, provided that the Depositary shall have no obligation to so determine or to attempt to so 

determine. 

Any such exchange shall be at the expense of the Company. 

A GDR evidenced by an individual definitive certificate will not be eligible for clearing and settlement through 

Euroclear, Clearstream or DTC. Upon any exchange of a Master GDR for GDRs in definitive registered form, or 

any exchange of interests between the Rule 144A Master GDR and the Regulation S Master GDR pursuant to 

Clause 4 of the Deposit Agreement, or any distribution of GDRs pursuant to Conditions 5, 7, and 10 or any 

reduction in the number of GDRs represented by a Master GDR following any withdrawal of Deposited Property 

pursuant to Condition 1, the relevant details will be entered by the Depositary on the Register maintained by the 

Depositary (which shall be maintained at all times outside the United Kingdom and Cyprus) whereupon the number 

of GDRs represented by the Master GDR will be reduced or increased (as the case may be) accordingly. 

If the number of GDRs represented by a Master GDR is reduced to zero, such Master GDR shall continue in 

existence until the obligations of the Company under the Deposit Agreement and the obligations of the Depositary 

pursuant to the Deposit Agreement and the Conditions have terminated. 

PAYMENTS, DISTRIBUTIONS AND VOTING RIGHTS 

Payments of cash dividends and other amounts (including cash distributions) will, in the case of GDRs represented 

by the Regulation S Master GDR, be made by the Depositary through Euroclear and Clearstream and, in the case 

of GDRs represented by the Rule 144A Master GDR, be made by the Depositary through DTC, on behalf of 

persons entitled thereto upon receipt of funds therefor from the Company. A free distribution or rights issue of 

Shares to the Depositary on behalf of the Holders will result in the record maintained by the Depositary being 

marked up to reflect the enlarged number of GDRs represented by the relevant Master GDR. 

Holders of GDRs will have voting rights as set out in the Conditions. 

SURRENDER OF GDRS 
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Any requirement in the Conditions relating to the surrender of a GDR to the Depositary shall be satisfied by the 

production by Euroclear or Clearstream (in the case of GDRs represented by the Regulation S Master GDR), or 

by DTC (in the case of GDRs represented by the Rule 144A Master GDR), on behalf of a person entitled to an 

interest therein, of such evidence of entitlement of such person as the Depositary may reasonably require, which 

is expected to be a certificate or other documents issued by Euroclear or Clearstream or DTC, as appropriate. The 

delivery or production of any such evidence shall be sufficient evidence, in favour of the Depositary, any Agent 

and the Custodian of the title of such person to receive (or to issue instructions for the receipt of) all money or 

other property payable or distributable and to issue voting instructions in respect of the Deposited Property 

represented by such GDRs. 

NOTICES 

For as long as the Regulation S Master GDR is registered in the name of a nominee for a common depository 

holding on behalf of Euroclear and Clearstream, and the Rule 144A Master GDR is registered in the name of DTC 

or its nominee, notices to Holders may be given by the Depositary by delivery of the relevant notice to Euroclear 

and Clearstream, or (as appropriate) DTC, for communication to persons entitled thereto in substitution for 

delivery of notices in accordance with Condition 23. 

The Master GDRs are governed by and construed in accordance with English law. 



 

 190  

 

SUMMARY OF THE RIGHTS OF THE HOLDERS OF THE GLOBAL DEPOSITARY RECEIPTS 

Rights of holders of GDRs 

Relationship of holders of GDRs with the Depositary 

The rights of holders of GDRs against the Depositary are governed by the terms and conditions of the GDRs (the 

“Conditions”) and the Deposit Agreement, which are governed by English law (except that the certifications to 

be given upon deposit or withdrawal of Ordinary Shares (in Schedules 3 and 4 of the Deposit Agreement) are 

governed by the laws of the State of New York). The Depositary and the Company are parties to the Deposit 

Agreement. Holders of GDRs have contractual rights against the Depositary under the Conditions in relation to 

cash held by the Depositary, and rights against the Depositary under the Conditions under a bare trust in respect 

of Deposited Property other than cash (including Deposited Shares, which are ordinary shares of the Company 

represented by GDRs) deposited with the Depositary under the Deposit Agreement, and certain limited rights 

against the Company by virtue of the Deed Poll. 

Voting 

With respect to voting of Deposited Shares and other Deposited Property represented by GDRs, the Conditions 

and the Deposit Agreement provide that, if requested by the Company, the Depositary shall send to any person 

who is a holder of GDRs voting materials and instructions for voting, and notification of the record date established 

by the Depositary on which persons must be holders of GDRs in order to be entitled (subject to applicable law) to 

give voting instructions to the Depositary. The Deposit Agreement and the Conditions provide that the Depositary 

will only endeavour to exercise or cause to be exercised the voting rights with respect to Deposited Shares in 

accordance with valid voting instructions it has received from holders of GDRs by the relevant cut-off date, and 

subject always to applicable Cypriot laws. If no voting instructions are received by the Depositary (either because 

no voting instructions are returned to the Depositary or because the voting instructions are incomplete, illegible or 

unclear) from a holder of GDRs with respect to any or all of the Deposited Shares represented by GDRs on or 

before the record date specified by the Depositary, such holder of GDRs shall be deemed to have instructed the 

Depositary to give a discretionary proxy to a person designated by the Company with respect to such Deposited 

Shares, provided that no such instruction shall be deemed to be given, and no such discretionary proxy shall be 

given, unless the Depositary has received from the Company, by the Depositary's deadline for receiving voting 

instructions, written confirmation that the Company wishes such proxy to be given, the Company reasonably does 

not know of any substantial opposition to the matter and the matter is not materially adverse to the interests of 

holders of the Shares. 

Delivery of Ordinary Shares 

The Deposit Agreement and the Conditions provide that the Deposited Shares can only be delivered out of the 

Regulation S and Rule 144A GDR facilities to, or to the order of, a holder of related GDRs upon receipt and 

cancellation of such GDRs. 

Insolvency of the Depositary 

Applicable insolvency law 

If the Depositary becomes insolvent, the insolvency proceedings will be governed by U.S. law applicable to the 

insolvency of banks. 

Effect of applicable insolvency law in relation to cash 

The Conditions state that any cash held by the Depositary for holders of GDRs is held by the Depositary as banker. 

Under current U.S. law, it is expected that any cash held for holders of GDRs by the Depositary as banker under 

the Conditions would constitute an unsecured obligation of the Depositary. Holders of GDRs would therefore only 

have an unsecured claim in the event of the Depositary’s insolvency for such cash and such cash would be also be 

available to general creditors of the Depositary or the U.S. Federal Deposit Insurance Corporations (“FDIC”). 

Effect of applicable insolvency law in relation to non-cash assets 

The Deposit Agreement states that the Deposited Shares and other non-cash assets, which are held by the 

Depositary for holders of GDRs, are held by the Depositary as bare trustee and, accordingly, the holders of GDRs 

will be tenants in common for such Deposited Shares and other non-cash assets. Under current U.S. and English 

law, it is expected that any Deposited Shares and other non-cash assets held for holders of GDRs by the Depositary 

on trust under the Conditions would not constitute assets of the Depositary and that holders of GDRs would have 

ownership rights relating to such Deposited Shares and other non-cash assets and be able to request the 

Depositary’s liquidator to deliver to them such Depositary Shares and other non-cash assets, and such Depositary 

Shares and other non-cash assets would be unavailable to general creditors of the Depositary or the FDIC. 
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Default of the Depositary 

If the Depositary fails to pay cash or deliver non-cash assets to holders of GDRs in the circumstances required by 

the Conditions or otherwise engages in a default for which it would be liable under the terms of the Conditions, 

the Depositary will be in breach of its contractual obligations under the Conditions. In such case, holders of GDRs 

will have a claim under English law against the Depositary to the extent that the Depositary is in breach of its 

contractual obligations under the Conditions. 

The Custodian 

The Custodian is the same legal entity as the Depositary. The Custodian holds securities for the Depositary, which 

securities are registered in the name of its nominee (BNY (Nominees) Limited), and such nominee holds legal title 

to the securities on trust under English law for the Custodian. The Custodian does not hold cash for the Depositary. 

The Custodian records in its books that such securities are held by The Bank of New York Mellon in connection 

with the issue of GDRs. Because the Custodian and the Depositary are the same legal entity, securities held by 

The Bank of New York Mellon in its capacity as Custodian are also held by The Bank of New York Mellon in its 

capacity as Depositary on trust for holders of GDRs in accordance with the terms of the Conditions. 

Relationship of holders of GDRs with the Custodian 

The holders of GDRs do not have any contractual relationship with, or rights enforceable against, The Bank of 

New York Mellon in its capacity as the Custodian. However, since the Custodian and the Depositary are the same 

legal entity, references to them separately in the Conditions and the Deposit Agreement are for convenience only, 

and the same legal entity is responsible for discharging both functions directly to the holders of GDRs and the 

Company. The Custodian will hold the Deposited Shares, which will be registered in the Company’s share register 

in the name of the nominee, and deposited in the Regulation S and Rule 144A facilities. 

Default of the Custodian 

Failure to deliver cash 

Payments of dividends by the Company to the Depositary will not be made through the Custodian. Payments will 

be made directly from the Company to an account of the Depositary in New York, and where relevant converted 

into U.S. dollars, and then paid by the Depositary to holders of GDRs subject to and in accordance with the 

Conditions. As a result, there can be no failure by the Custodian to deliver cash.  

Failure to deliver non-cash assets 

Given that the Custodian is the same legal entity as the Depositary, in the event that the Depositary (in its capacity 

as Custodian) fails to deliver Deposited Shares or other non-cash assets held for the Depositary as required by the 

Depositary, holders of GDRs will have a claim against The Bank of New York Mellon under the Conditions to the 

extent that an act or omission of the Custodian constitutes wilful default, negligence or fraud of The Bank of New 

York Mellon or that of its agents, officers, directors or employees. The Depositary can appoint a substitute or 

additional custodians and may exercise such rights if it deems necessary. 

The Depositary’s obligations 

Since the Custodian is the same legal entity as the Depositary, holders of GDRs will have a claim against The 

Bank of New York Mellon under the Conditions to the extent that any act or omission of the Custodian constitutes 

wilful default, negligence or fraud of The Bank of New York Mellon or that of its agents, officers, directors or 

employees. 

Insolvency of the Custodian 

If the Custodian becomes insolvent, the insolvency proceedings will be governed by U.S. law applicable to the 

insolvency of banks. The Depositary and the Custodian are business divisions of the same legal entity and 

therefore, if the Custodian becomes insolvent, the Depositary will also be insolvent. 

Under current U.S. law, it is expected that any Deposited Shares and other non-cash assets held for holders of 

GDRs by the Depositary on trust under the Conditions would not constitute assets of the Depositary, and that 

holders of GDRs would have ownership rights relating to such Deposited Shares and other non-cash assets and be 

able to request the Depositary’s liquidator to deliver to them such Deposited Shares and other non-cash assets, and 

such Deposited Shares and other non-cash assets would not be available to general creditors of the Depositary or 

the FDIC. 

PERSONS HOLDING BENEFICIAL TITLE TO GDRS OR INTERESTS THEREIN ARE REMINDED THAT 

THE ABOVE DOES NOT CONSTITUTE LEGAL ADVICE AND IN THE EVENT OF ANY DOUBT 
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REGARDING THE EFFECT OF THE DEFAULT OR INSOLVENCY OF THE DEPOSITARY OR THE 

CUSTODIAN, SUCH PERSONS SHOULD CONSULT THEIR OWN ADVISORS IN MAKING A 

DETERMINATION.
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TAXATION 

The following statements are intended only as a general guide to the main Cyprus, United States and United 

Kingdom tax consequences which will apply to holders of the GDRs. It does not purport to be a comprehensive 

analysis of all the tax consequences applicable to all types of holders of GDRs and is based on current law and 

practice which may be subject to change. Any person who is in any doubt as to their tax position, or who is subject 

to taxation in any jurisdiction should seek professional advice immediately. 

Cyprus Tax Considerations 

The following summary of the material Cyprus tax consequences pursuant to the ownership of the GDRs is based 

upon the Cyprus laws, administrative practices and judicial decisions in effect at the date of this Offering 

Memorandum. There may be forthcoming legislative, judicial or administrative changes or interpretations which 

could alter or modify the statements and conclusions set forth herein. Any such changes or interpretations may be 

retroactive and could affect the tax consequences for holders of GDRs. This summary does not purport to be a 

legal opinion, nor does it purport to address all tax aspects which may be relevant to a holder of the GDRs. Each 

prospective holder of the GDRs is urged to consult his/her own tax adviser as to the particular tax consequences 

of the ownership and disposition of the GDRs for such holder, including the applicability and effect of any other 

tax laws or tax treaties, and of pending or proposed changes in applicable tax laws as at the date of this Offering 

Memorandum, and of any actual changes to the applicable tax laws after such date. 

Cyprus direct tax implications 

Tax residency of a company 

A company that is considered to be a resident for tax purposes in Cyprus is subject to corporate income tax in 

Cyprus on its worldwide income from business activities taking into account certain exemptions. A company that 

is not tax resident in Cyprus is subject to tax on certain income accrued or derived from sources in Cyprus. 

A company is considered to be a resident of Cyprus for tax purposes if its management and control is exercised 

from Cyprus. Under the Cyprus Tax Law there is no exact definition of management and control. However, it is 

understood that the concept of “central management and control” followed by the Cyprus tax authorities is in line 

with such concepts applied in other common law countries and as it has developed through case law. The concept 

refers to the highest level at which the business of the company is controlled and the policy decisions of the 

directors are taken. This place is usually where the shareholders and/or the board of directors meet and take key 

management and commercial decisions.  

In accordance with Circular 2015/19 issued by the Cyprus tax authorities there is a form that needs to be filled out 

in order to obtain a tax residency certificate, which includes the following questions: 

• whether the company is incorporated in Cyprus and is a tax resident only in Cyprus; 

• whether the majority of the directors are tax resident in Cyprus; 

• whether the majority of board meetings of the company and the minutes thereon are held in Cyprus; 

• whether the board of directors exercise control and make key management and commercial decisions 

necessary for a company’s operations and general policies; 

• whether the company’s books and records are held in Cyprus; 

• whether shareholder meetings take place in Cyprus; 

• whether the company has issued any general power of attorney; 

• whether the corporate filing and reporting functions are performed by representatives located in Cyprus;  

• whether the agreements relating to the company’s business or assets are executed or signed in Cyprus. 

Depending on the answers to the above questions the Cyprus tax authorities may issue a tax residency certificate 

to a company if they consider that the management and control of the company is being exercised in Cyprus. 

On 27 October 2020 the Cyprus Tax Department issued an implementing Guideline 4/2020, which clarifies that 

the tax residency of a Cyprus company will not be affected by the inability of the directors to travel to Cyprus to 

attend a board of directors meeting due to the COVID-19 related restrictions.  

On 22 October 2020 the Cyprus Council of Ministers approved the Cyprus draft budgetary plan for 2021 (the 

“draft budget”) which announced two unilateral tax measures to address aggressive tax planning, one of which 

being the introduction of corporate tax residency test based on incorporation in addition to the existing 
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“management and control” test for companies that do not have a tax residency anywhere in the world. In March 

2021, the Cyprus Ministry of Finance submitted to the Cyprus Parliament the respective bill which is currently 

under consideration. 

See also “Risk Factors—Risks Relating to Taxation—Risks Relating to Cypriot Taxation —The Company may be 

deemed to be a tax resident outside of Cyprus”. 

Tax residency of an individual 

With respect to the individual GDR holders, an individual is considered to be a tax resident of Cyprus in any one 

calendar year (which corresponds to a period from 1 January to 31 December) if he or she is physically present in 

Cyprus for a period or periods exceeding in aggregate more than 183 days in any calendar year.  

Furthermore, on 1 January 2017, an amendment to the Income Tax Law entered into force introducing a second 

tax residency test for individuals, whereby an individual is considered to be a tax resident in Cyprus if he or she, 

in the relevant tax year, stays in Cyprus for at least 60 days and meets all of the following conditions: 

• holds an office in Cyprus or is employed in Cyprus or carries on business in Cyprus, which he or she retains 

until the end of the year of assessment; 

• has a permanent home in Cyprus which is either owned or rented; and 

• is not a tax resident in any other country and has not spent more than 183 days in aggregate in any other 

country in the relevant fiscal year.  

On 27 October 2020, the Cyprus Tax Department issued an implementing Guideline 4/2020, which clarifies that 

the period of 21 March 2020 to 9 June 2020 should not be taken into consideration for determining the tax 

residency. In case an individual was physically present in Cyprus due to COVID-19 restrictions but would 

otherwise be present in another country will not be taken into account for the purpose of calculating the number 

of days in Cyprus. In addition, the Guideline provides that the pandemic should not have an impact on the 

determination of a permanent establishment in Cyprus. Furthermore, it is noted that in cases of people who have 

remained abroad in view of the pandemic who in any other situation would have been present in Cyprus for 

undertaking their responsibilities and providing their services, the days spent outside Cyprus should not be taken 

into consideration for permanent establishment purposes but in essence should be considered that such persons 

have been undertaking their responsibilities in Cyprus. The provisions of the guidance should be carefully 

implemented as the facts of each case are assessed on a case by case basis by the tax authorities.  

Cyprus tax resident individuals are taxed on all chargeable income accrued or derived from all sources in Cyprus 

and abroad. Individuals who are not tax residents of Cyprus are taxed on certain income accrued or derived from 

sources in Cyprus. 

An individual is considered to be domiciled in Cyprus for the purposes of Special Contribution for the Defence if 

he/she has a domicile of origin in Cyprus per the Wills and Succession Law (with certain exceptions) or if he/she 

has been a tax resident in Cyprus for at least 17 out of the 20 tax years immediately prior to the tax year of 

assessment. 

Rates of taxation 

The rate of corporate income tax in Cyprus is 12.5%. 

Special Contribution to the Defence Fund of the (Cyprus) Republic (the “Defence Tax”) is levied on certain types 

of income received by or credited to tax resident companies. Defence Tax applies at 3% on 75% of rental income 

from immovable property, at 30% on interest income not arising in the ordinary course of the business or closely 

connected thereto and at 17% on dividend income from non-resident companies unless an exemption applies. 

Defence Tax is levied on gross income without any deduction for expenses. The same rates of Defence Tax apply 

to all tax resident and domiciled individuals. 

Capital gains tax is levied in Cyprus at a rate of 20% on profits from disposal of immovable property situated in 

Cyprus or disposal of shares of companies which own directly or indirectly immovable property situated in Cyprus 

when at least 50% of their market value derive from such immovable property (unless the shares are listed on a 

recognised stock exchange). 

Taxation of income and gains of the Company 

Gains from the disposal of securities/titles 

Any gain from disposal of securities/titles by the Company shall be exempt from corporate income tax irrespective 

of the trading nature of the gain, the number of securities/titles held or the holding period. Such gains are also not 
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subject to Defence Tax. Such gains are also outside of the scope of capital gains tax provided that the company 

whose shares are disposed of does not own directly or indirectly any immovable property situated in Cyprus or the 

shares are listed on a recognised stock exchange. 

The definition of securities includes (amongst others) shares and bonds of companies or legal persons wherever 

incorporated and options thereon. The full list of titles is given in Circular 2008/13 issued by the Cyprus Tax 

Department. GDRs are specifically included in the list of securities in Circular 2008/13 thus should be considered 

as falling within the scope of the definition of securities. 

Dividends to be received by the Company 

Dividend income is exempt from corporate income tax in Cyprus (whether received from Cyprus tax resident or 

non-tax resident Cyprus companies), provided that dividends are not treated as tax deductible in arriving at 

chargeable profit for the paying company.  

Dividend income from Cypriot tax resident companies is exempt from Defence Tax whereas dividend income 

received from non-Cypriot tax resident companies is exempt from Defence Tax provided certain conditions are 

met. The exemption does not apply if (i) the company paying the dividend engages directly or indirectly in more 

than 50% in activities which lead to investment income; and (ii) the foreign tax burden of the company paying the 

dividend is significantly lower than the tax burden payable in Cyprus (in practice “foreign tax burden being 

significantly lower” means at an effective tax rate of less than 6.25%). If the exemption for Defence Tax does not 

apply, dividends received from non-Cypriot tax resident companies are taxed at a rate of 17%.  

Russian withholding tax assessed at source as well as the Russian underlying tax (meaning corporate profit tax of 

the Russian subsidiary which is paying the dividends), can be credited against any such Defence Tax payable in 

Cyprus. This is provided that proper documentation can be submitted to the Cyprus tax authorities evidencing the 

foreign tax withheld at source and the profit tax imposed in Russia on the company paying the dividend. 

See also “Risk Factors—Risks Relating to Taxation—Risks Relating to Russian Taxation — The Company may 

encounter difficulties in obtaining lower rates of the Russian withholding income tax envisaged by the Russia-

Cyprus Tax Treaty for dividends distributed from the Company’s subsidiaries”. 

Interest income 

The tax treatment of interest income of any company which is a tax resident of Cyprus will depend on whether 

such interest income is treated as “active” (subject to corporate income tax) or “passive” (subject to Defence Tax). 

Any interest accruing to the Company which is considered to arise in the ordinary course of the business or is 

considered closely connected thereto shall be considered as “active” and therefore should be subject only to 

corporate income tax in Cyprus at a rate of 12.5%, after the deduction of any allowable business expenses. Such 

interest income should not be subject to Defence Tax. 

Specifically, interest income arising from the provision of loans to related or associated parties should be 

considered as income arising from activities in the ordinary carrying on of a business or closely connected thereto 

and should as such be exempt from Defence Tax and only be subject to corporate income tax. 

Interest income not arising in the ordinary course of a business or being considered closely connected thereto is 

considered as “passive” and therefore should be exempt from corporate income tax and shall be subject to Defence 

Tax at a rate of 30%. Defence Tax is levied on gross income received or credited without any deduction for 

expenses. 

Taxation of income and gains of the GDR holders 

Gains from disposal of GDRs by the GDR holders 

In accordance with Article 2 of the Income Tax Law L118(I)/2002 (as amended) the term “titles” is explicitly 

defined to include shares, bonds, debentures, founders’ shares and other securities of companies or other legal 

persons, incorporated under a law in the Republic of Cyprus or abroad and rights. Therefore, the company’s 

securities (GDRs) may constitute “titles” based on the understanding that they represent the company’s shares. 

Any gain from disposal by a Cyprus tax resident company/individual of titles shall be exempt from corporate 

income tax irrespective of the trading nature of the gain, the number of shares held or the holding period and shall 

not be subject to the Cypriot Special Contribution for the Defence. 

Such gains are also outside of the scope of capital gains tax provided that the company whose shares are disposed 

of does not own any immovable property situated in Cyprus or such shares are listed in any recognised stock 

exchange. 
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Withholding tax on dividends to be received by the GDR holders 

Dividends to be received from the Company by non-Cyprus tax resident GDR holders, or Cyprus tax resident but 

non-domiciled individual holders, and Cyprus corporate tax resident GDR holders whose shareholders are not tax 

residents in Cyprus or are tax resident in Cyprus but are not domiciled, are not subject to withholding tax in Cyprus. 

Shareholders must consult their own tax advisers on the consequences of their domicile or tax residence in relation 

to the payment of dividends. 

Dividends to be received from the Company by Cyprus tax resident and domiciled individual GDR holders are 

subject to Defence Tax at the rate of 17%. The tax must be withheld by the Company prior to payment of the 

dividend to the GDR holders. The Company is obliged to send out a questionnaire (TD624) to all of its shareholders 

(both individuals and corporate bodies) to ascertain their tax residency status. See also “Risk Factors—Risks 

Relating to Taxation—Risks Relating to Cypriot Taxation —The Company and the GDR holders may be subject 

to Defence Tax in Cyprus”. 

Deemed distribution rules 

The Special Contribution for the Defence Fund of the Republic Law includes provisions for the deemed 

distribution of profits. As per these provisions, if the Company does not distribute within two years from the end 

of the relevant tax year at least 70% of its after tax accounting profits (excluding revaluations, impairments and 

fair value adjustments), there will be a deemed distribution of 70% of such profits (reduced by any actual 

distributions made within a two year period after the end of the relevant tax year). Defence Tax at 17% is payable 

to the Cyprus tax authorities on such deemed dividend distribution. The Defence Tax is withheld only on the 

proportion of the profits that are attributable to shareholders that are tax residents and domiciled in Cyprus (for 

individuals) and resident corporate bodies whose immediate or ultimate shareholders are tax resident and 

domiciled in Cyprus as the deemed distribution rules do not apply to non-tax resident and tax resident but non 

domiciled shareholders. The Defence Tax is a tax on shareholders’ dividends payable by the Company on behalf 

of its shareholders. 

In case a person who is not tax resident in Cyprus receives a dividend from a Cypriot tax resident company and 

that dividend is paid out of profits which at any stage were subjected to the deemed dividend distribution rule 

described above, then the Defence Tax paid on the deemed distribution which relates to the dividends received by 

such person is refundable. The Company is obliged to send out a questionnaire (TD624) to all of its shareholders 

(both individuals and corporate bodies) to ascertain their tax residency status. Through the questionnaire, the 

shareholders should inform the Company of their tax residency and domicile status. The Company is required to 

safe-keep these questionnaires and present them to the Cyprus tax authorities upon request. 

Withholding taxes on interest payments 

No withholding tax is imposed in Cyprus with respect to any payments of interest made by the Company to non-

tax resident lenders (both corporations and individuals). 

In March 2021, the Cyprus Ministry of Finance submitted to the Cyprus Parliament a bill relating to the 

introduction of withholding taxes (“WHTs”) to payments to companies in jurisdictions in the EU ‘blacklist’ (i.e. 

companies in jurisdictions included in Annex I of the EU list of non-cooperative jurisdictions The proposed WHTs, 

amongst others, relate for payments of passive interest at the rate of 30%. The legislative bill is currently under 

consideration.  

There is no withholding tax in Cyprus on interest income paid to Cypriot tax resident corporate lenders. This is 

unless the Company issues a corporate bond, note or any other similar fixed income instrument and the tax resident 

and domiciled lender receiving the interest is not considered to have generated this interest in the course of its 

ordinary activities or in connection with activities closely connected to the ordinary carrying on of its business in 

which case the Company would have an obligation to withhold Defence Tax at a rate of 30% on payments made 

to the holder. It is the Company’s understanding that short term bonds do not fall into this category, however, each 

case is considered by the Cyprus tax authorities on its own merits. 

Any payment of interest by the Company to Cypriot tax resident individual lenders is not subject to withholding 

tax in Cyprus. This is unless the Company has issued a corporate bond, note or any other similar fixed income 

instrument in which case the Company would have an obligation to withhold Defence Tax at a rate of 30% on 

payments made in favour of Cypriot tax resident and domiciled individual holders. It is the Company’s 

understanding that short term bonds do not fall into this category, however, each case is judged by the Cyprus Tax 

Authorities on its own merits.  

Each Cyprus tax resident individual or company can apply to the Cyprus Tax Authorities for an advanced tax 

ruling to ascertain the application of law in its specific circumstances.  
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General Healthcare System (“GHS”) contributions 

A national general healthcare system was introduced in Cyprus aiming to provide its population equal access to a 

holistic health care system. Contributions relating to the implementation of the GHS started on 1 March 2019 and 

increased on1 March 2020. 

GHS contributions apply to various types of income received by an individual tax resident in Cyprus irrespective 

of whether they are domiciled in Cyprus. Indicatively, the GHS contribution rates for dividend income, including 

deemed dividends, and interest income sourced in Cyprus received by Cyprus tax resident individuals should be 

subject to GHS contributions at a rate of 2.65% from 1 March 2020. Such GHS contributions apply to a maximum 

total income of EUR 180,000 per individual. 

With respect to GHS contributions on dividends paid by the Company, the Company should withhold the amount 

of GHS to be paid against the dividends attributable to the respective Cyprus tax resident individual shareholders. 

Capital duty 

Capital duty has been abolished by the Council of Ministers with effective date as from 18 December 2018. As a 

result no capital duty is payable to the Registrar of Companies in respect of the registered authorised share capital 

of a Cypriot company upon its incorporation and upon its subsequent increases thereon. 

Stamp duty 

Cyprus levies stamp duty on every instrument (i.e. agreement or contract) if: 

• it relates to any property situated in Cyprus; or 

• it relates to any matter or thing which is performed or done in Cyprus. 

Instruments are subject to stamp duty in Cyprus based on the value of the instrument (at a rate of 0% for values up 

to EUR 5,000, 0.15% for values over EUR 5,000 up to EUR 170,000.00 and 0.2% for values exceeding 

EUR 170,000.00). In case the document has a nominal value, there is a risk for stamp duty to apply on the fair 

market value of the underlying asset. There is a maximum (capped) stamp duty of EUR 20,000.00 per principal 

agreement/contract. In cases where several instruments are executed for the completion of a single transaction only 

the principal instrument shall be chargeable with the stamp duty and the secondary instruments shall be chargeable 

with a stamp duty of EUR 2 each.  

The above obligation arises irrespective of whether the instrument is executed in Cyprus or abroad. The 

crystallisation of the stamp duty liability on agreements that are signed and kept outside Cyprus occurs when the 

agreements are brought in Cyprus and this liability would need to be settled within 30 days of remittance. 

Instruments executed in relation to approved qualifying corporate reorganisations are exempt from stamp duty in 

Cyprus.  

Inheritance tax 

Cyprus inheritance tax was abolished with effect from 1 January 2000 by virtue of Law N.74(I)/2000. 

Tax deductibility of expenses 

The general principle of the Cyprus income tax law is that an expense may be deducted in case it is incurred wholly 

and exclusively for the production of taxable income. 

The Tax Circular 2008/14 issued by the Cypriot tax authorities provides guidance as to the tax deductibility of 

expenses incurred in relation to the production of income which is exempt from corporate income tax such as 

dividend income and profits/ gains on sale of securities. According to that tax circular (i) any expenditure that can 

be directly or indirectly attributed to income, that is exempt from tax, is not deductible for corporate income tax 

purposes and cannot be set-off against other (taxable) sources of income; and (ii) any expenditure that is 

attributable to both taxable and exempt income (i.e. general overheads) should be apportioned based on a gross 

revenue ratio or based on an asset ratio. The taxpayer should select the most appropriate method and should use 

this method on a consistent basis. 

Interest incurred in connection with acquisition (directly or indirectly) of shares in a 100% owned subsidiary 

company as at 1 January 2012 (irrespective of the tax residency status of the subsidiary) shall be deductible for 

Cypriot tax purposes. This would apply provided that the assets of the subsidiary do not include assets not used in 

the business.  

Furthermore, notional interest deduction is available starting from 1 January 2015 (See “– Cyprus Tax 

Considerations – Notional Interest Deduction”). 
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The provisions of EU Anti-Tax Avoidance Directive (“ATAD”) which was approved by the EU Commission in 

2016, have been incorporated into Cyprus domestic legislation. In accordance with the new provisions in Article 

11(16) of the Income Tax Law L.118(1)/2002, as amended, Interest Limitations Rules have been introduced in 

Cyprus with effect as from 1 January 2019 in compliance with the ATAD Directive (See “– Cyprus Tax 

Considerations – EU Anti-Tax Avoidance Directive (“ATAD”)”). 

Notional Interest Deduction 

Effective from 1 January 2015, Cyprus tax legislation provides for Notional Interest Deduction (“NID”) under 

which Cyprus companies that have issued additional share capital starting from 1 January 2015 and afterwards 

will have the benefit of a notional interest that will be deducted from their taxable income for each tax year. As 

per the legislation, the NID is calculated on the “new equity” introduced in the company from 1 January 2015. The 

NID is calculated as follows: New Equity multiplied by NID rate. 

“New equity” consists of paid-up share capital of any class (ordinary, preference, redeemable, convertible shares), 

paid in cash or in kind, and share premium which have been issued and settled from 1 January 2015 and that is 

available for the period during which the new equity is in issue. 

As per the Cyprus legislation the NID interest rate is the yield on 10-year government bonds (as at 31 December 

of the prior tax year) of the country where the funds are employed plus a 5.0% premium, with no minimum rate. 

The NID deduction cannot exceed 80% of the taxable profit as calculated before NID. A scheduling approach 

should be followed whereby it is applied by reference to the taxable profits that are generated from assets/activities 

that are financed by the “new equity” on which the NID is calculated, as per the Tax Technical Circular issued by 

the Cyprus tax authorities. 

Arm’s length principle 

The arm’s length principle in the Cyprus income tax law requires that all transactions between related parties 

should be carried out on an arm’s length basis, being at fair values and on normal commercial terms. 

Under the arm’s length principle, where conditions are made or imposed upon the commercial or financial relations 

of two related parties which differ from those which would have been made between independent parties, any 

profits which would have accrued to one of the parties had the two parties been independent, but have not so 

accrued, may be included in the profits of that party and taxed accordingly. The amendment to the income tax law, 

effective as at 1 January 2015, extends the arm’s length principle by introducing the possibility of, in cases where 

two related Cyprus tax residents transact and the Cyprus tax authorities make an upward arm’s length adjustment 

to one of them, effecting a corresponding downwards adjustment to the other one. 

On 30 June 2017, the Cyprus tax authorities issued a tax technical circular (“Circular”) providing guidance for 

the tax treatment of intra-group financing transactions (“IGFTs”). The Circular effective as from 1 July 2017 

closely follows the application of the arm’s length principle of the OECD Transfer Pricing Guidelines and it applies 

for all relevant existing and future IGFTs. In this respect, the remuneration on all IGFTs should be supported by a 

transfer pricing study in order to be accepted by the Cyprus tax authorities. 

IGFTs for the purposes of the Circular are defined as (i) any activity relating to granting of loans or cash advances 

to related companies that is or should be remunerated by interest; and (ii) such activity is financed by financial 

means and instruments, such as debentures, private loans, cash advances and bank loans. 

The Circular requires that the transfer pricing study should be prepared by independent experts and will have to 

be based on the relevant OECD standards for the purposes of (i) describing (delineating) the IGFTs by performing 

a comparability analysis based on the functional and risk profile of the company; and (ii) determining the 

applicable arm’s length remuneration by performing an economic analysis. 

Under certain conditions and assuming minimum substance requirements, taxpayers carrying out a purely 

intermediary intra-group financing activity may opt for the application of a Simplification Measure (resulting in a 

minimum 2% after-tax return on assets, meaning circa minimum 2.285% pre-tax return on assets). 

There are no specific transfer pricing rules or any transfer pricing documentation requirements in the Cyprus tax 

laws with respect to any other related party transactions. However, Cyprus is in the late stages of adopting transfer 

pricing rules, covering all types of transactions, that are applicable to Cyprus tax resident companies or Cyprus 

permanent establishments that meet the standards set in the OECD BEPS Action 13: Transfer Pricing 

Documentation and Country-by-Country Reporting. The Cyprus draft transfer pricing legislation is expected to be 

enacted within the coming months. 

The Group cannot exclude that the Cyprus Tax Authorities may challenge the arm’s length principle applied to 

transactions with its related parties and therefore additional tax liabilities may accrue. If additional taxes are 
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assessed with this respect, they could have a material adverse effect on the Group’s business, financial conditions 

and results of operations. 

See also “Risk Factors—Risks Relating to Taxation—Risks Relating to Cypriot Taxation —Cyprus transfer pricing 

legislation may require pricing adjustments and impose additional tax liabilities with respect to intra group 

financing transactions and/or all related party transactions”. 

Tax treatment of foreign exchange income 

As at 1 January 2015, Cyprus tax laws provide for all foreign exchange differences to be tax neutral from a Cyprus 

income tax perspective (i.e. gains are not taxable/losses are not tax deductible) with the exception of forex 

gains/losses arising from trading in forex which remain taxable/deductible. Regarding trading in forex, which 

remains subject to tax, the taxpayers may irrevocably elect whether to be taxed only upon realisation of forex 

rather than on an accruals/accounting basis. 

Base Erosion and Profit Shifting (“BEPS”) Action Plan 

The recommendations of the BEPS Project led by the Organisation for Economic Cooperation and Development 

(“OECD”) contains action points aimed to tackle concerns over base erosion and profit shifting by addressing 

perceived flaws in international tax rules such as tax avoidance, improve the coherence of international tax rules, 

and ensure a more transparent tax environment. 

Cyprus is not a member of the OECD but follows the OECD and EU relevant initiatives. As an EU member state 

Cyprus adopts and applies the relevant EU Directives. 

In short, the EU Anti-Tax Avoidance Directive (the provisions of which are outlined below) will be adopted and 

tackles measures of Actions 2, 3 and 4 of the BEPS Project. 

EU Anti-Tax Avoidance Directive (“ATAD”) 

On April 25, 2019, further to the publication of Law 63(I)/2019, the provisions of the EU Anti-Tax Avoidance 

Directive (ATAD EU 2016/1164) of July 2016 were transposed into the Cyprus domestic law. The Law transposes 

three ATAD measures in the Cypriot law; interest limitation, a general anti-abuse rule (GAAR) and rules 

concerning controlled foreign companies (“CFC”). An overview of these three provisions, which will apply 

retroactively from 1 January 2019, is set out below. 

The remaining measures of the EU Anti-Tax Avoidance Directive (ATAD1 and ATAD2) that include the rules on 

exit taxation have been implemented and regarding the hybrid mismatches, are effective from 1January 2020, 

except for the rules on reverse hybrid mismatches, which are to apply from 1 January 2022. 

Interest limitation rule: 

The interest limitation rule requires that the Exceeding Borrowing Cost (EBC) (which refers to the amount by 

which deductible interest expense exceeds the taxable interest income) shall be deductible only up to 30% of the 

taxpayer’s adjusted taxable profit before interest, tax, depreciation and amortisation (i.e. taxable EBITDA).  

There are certain exemptions to the rule including a de minimis threshold of three million Euro (EUR 3,000,000) 

per fiscal year. In addition, standalone entities are excluded from the limitation rule. Moreover, grandfathering has 

been provided for loans concluded before 17 June 2016. Finally, a group equity ‘escape’ clause is provided, 

allowing a Cyprus resident company that is part of a consolidated group for financial reporting purposes, to opt to 

fully deduct its EBCs, provided that the ratio of its equity over its total assets is equal to (or even up to 2% lower) 

or higher than the equivalent ratio of the group. 

In addition, should a Cyprus company belong to a Cyprus group as defined in the Cyprus tax legislation, the main 

rule and the de minimis rule apply to the Cyprus group as one taxpayer. 

CFC rule: 

A foreign entity is considered a CFC when the following conditions are satisfied: 

• in the case of a non-Cyprus tax resident company, the Cyprus tax resident company, either by itself or together 

with its associated enterprises, holds a direct or indirect participation of more than 50% of the voting rights, 

or owns directly or indirectly more than 50% of the capital or is entitled to receive more than 50% of the 

profits of that company; and 

• the actual corporate tax paid by the company (or exempt PE) on its profits is lower than 50% of the corporate 

tax that would have been charged on the company (or exempt PE) under the applicable corporate tax system 

in Cyprus, had it been Cyprus tax resident. 
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In cases where a non-Cyprus tax resident company (or exempt PE) is considered a CFC of a Cyprus company, the 

Cyprus CFC rules provide the exemption for realising accounting profits of: 

(a) no more than EUR 750,000 and non-trading income of no more than EUR 75,000; or  

(b) the accounting profits amount to no more than 10% of its operating costs for the tax period. 

There is no definition of what constitutes non-trading income for CFC purposes in the Cyprus tax legislation. The 

Cyprus CFC rules apply to the undistributed income of a CFC which should be included in the tax base of the 

Cyprus tax resident parent company to the extent that such income arises from non-genuine arrangements which 

have been put in place for the essential purpose of obtaining a tax advantage. 

An arrangement or series of arrangements shall be regarded as non-genuine to the extent that the CFC would not 

own the assets or would not have undertaken the risks which generate all or part of its income, if it were not 

controlled by the Cyprus tax resident parent, where the significant people functions which are relevant to those 

assets and risks are carried out and are instrumental in generating the CFC’s income. 

General Anti-Abuse Rule (GAAR): 

The GAAR allows the Cyprus tax authorities to ignore non-genuine arrangements where (one of) the main 

purpose(s) is to obtain a tax advantage that defeats the object or purpose of the relevant provision. Arrangements 

are regarded as non-genuine to the extent they are not put in place for valid commercial reasons which reflect 

economic reality. 

EU Directive on Administrative Cooperation 6 (“DAC 6”)  

On 25 May 2018, the Economic and Financial Affairs Council (ECOFIN) formally adopted the Council Directive 

amending Directive 2011/16/EU on administrative cooperation in the field of taxation as regards mandatory 

automatic exchange of information in the field of taxation in relation to reportable cross-border arrangements in 

order to disclose potentially aggressive tax planning arrangements. 

The Directive applies to cross-border arrangements concerning either more than one Member State or a Member 

State and a third country and sets a two-step disclosure obligation for such arrangements. First by disclosure of the 

arrangement to the national authorities by those obliged to report and second by automatic exchange of reported 

information between the national tax authorities of the Member States. 

In March 2021, the Cyprus Parliament has passed the provisions of the DAC 6 Directive into local legislation by 

amending the Law on Administrative Cooperation in the Field of Taxation. The Law is effective from 1 January 

2021 and has retroactive effect and captures reportable cross-border arrangements made on or after 25 June 2018.  

The Ministry of Finance is expected to circulate guidelines in the form of a ministerial decision, clarifying the 

scope and form of application of the relevant law. 

On 3 June 2021, the Tax Department of the Republic of Cyprus announced, among other things, an extension to 

the imposition of administrative fines for overdue submission of information in connection to DAC 6 until 30 

September 2021, in the following cases: 

• reportable cross-border arrangements that have been made between 25 June 2018 and 30 June 2020 and had 

to be submitted by 28 February 2021; 

• reportable cross-border arrangements that had been made between 1 July 2020 and 31 December 2020 and 

had to be submitted by 31 January 2021; 

• reportable cross-border arrangements made between 1 January 2021 and 31 August 2021, that had to be 

submitted within 30 days from the date they were made available for implementation or were ready for 

implementation or the first step in the implementation has been made, whichever occurred first; 

• reportable cross-border arrangements for which secondary intermediaries provided aid, assistance or advice, 

between 1 January 2021 and 31 August 2021 and had to submit information within 30 days beginning on the 

day after they provided aid, assistance or advice.  

The cross-border arrangements are reportable if: 

• one of the “hallmarks” of the Directive is met; and 

• the hallmarks under category A, category B and points (b)(i), (c) and (d) of paragraph 1 of category C will 

be taken into account for the purpose of determining whether an arrangement comes within the definition of 

a reportable cross-border arrangement only where they fulfil the “main benefit test”. 
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Some of the “hallmarks” can make a transaction reportable without meeting the main benefit test. 

The reporting obligation of the arrangements falls on the service providers and other intermediaries, however, in 

certain cases the obligation to report applies to the taxpayers taking part in the cross-border arrangements 

themselves. 

Country by Country reporting 

On 26 May 2017, a Decree was issued by the Cyprus Ministry of Finance, which outlines the country-by-country 

reporting (the “CbCR”) reporting requirements for multinational enterprise groups generating consolidated annual 

turnover exceeding EUR 750 million (MNE Group). 

As per the Decree, a CbCR filing obligation arises in Cyprus for a Cyprus tax resident entity that is the ultimate 

parent entity (“UPE”) of an MNE Group or has been designated by the MNE Group as the sole substitute of the 

UPE (under the “surrogate parent” mechanism). 

MNE Groups need to disclose on their CbCR the following data for each tax jurisdiction in which they operate: 

(i) the amount of revenue, profit before tax, and corporate taxes paid and accrued; (ii) capital, retained earnings 

and tangible assets, together with the number of employees; (iii) identification of each entity within the group 

doing business in a particular tax jurisdiction, with a broad indication of its economic activity. 

The format of the CbC report is consistent with the template published by the OECD. 

Furthermore, each Cyprus tax resident constituent entity of an MNE Group should notify, on an annual basis, the 

Cyprus tax authorities if it is the reporting entity of the MNE Group (i.e. the UPE or surrogate parent). In the case 

where the entity is not the reporting entity, then it should also notify the Cyprus tax authorities of the details and 

tax residency of the reporting entity of the Group. 

The Group does not consider the Company to be subject to CbCR requirements. However, taking into the 

consideration the possibility of further developments in Cyprus as well as international legislation, the Company 

may become subject to the above requirements. 

Cyprus indirect tax implications 

VAT considerations for the Company 

A. VAT status of the Company  

The Company engages in holding of investment and financing activities.  

The holding of investment does not constitute a business activity for VAT purposes. The Company will not have 

a right to recover any input VAT incurred which is directly related to this non-business activity and a proportion 

of the input VAT on its common expenses. 

Income deriving from financing activities is an activity which is exempt from Cypriot VAT. The Company will 

have the right to recover any input VAT directly or indirectly related to these activities to the extent that the 

provision of finance is granted to non-EU resident parties and to the extent that the Company has the right to 

register for VAT purposes. 

B. Transactions in relation to the securities 

i. Issuance of the securities 

For Cypriot VAT purposes, transactions in relation to the issuance of securities, including GDRs are exempt from 

VAT.  

ii. Transaction costs arising from the issuance of the securities  

The Company is expected to receive a number of services in relation to the issuance and listing of the securities.  

To the extent these services are not explicitly covered by the provisions of the Cypriot VAT legislation referring 

to exempt services (Table B of Schedule 7 of the VAT law), they will be subject to Cypriot VAT either by the 

provider when these are provided from Cypriot providers or by the Company under the reverse charge mechanism 

when provided from abroad. In principle services received from underwriters and similar providers for the issue 

of securities can be exempt from VAT. This depends on the nature of the services to be received.  

C. Recovery of input VAT  

General principles of the Cypriot VAT legislation  
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Where the exclusive purpose of a holding company is the acquisition and holding of shares in other companies, 

with the intention of deriving dividend income, such a company is not considered to be performing an economic 

activity for VAT purposes and consequently it does not have the status of a taxable person. Companies which are 

not performing economic activities have neither the obligation nor the right to register for VAT purposes and 

consequently they cannot recover input VAT. 

Businesses can only recover the input VAT which relates to their business activities which grant the right to recover 

input VAT.  

Where a holding company is registered for VAT purposes, it may claim input VAT on goods and services acquired 

in Cyprus and other EU Member States. The right to claim input VAT depends on the types of activities, besides 

the holding of investments, the company is involved in and where these activities take place.  

VAT considerations for the GDR holders 

The purchase (and/or potential sale) of GDRs is exempt for VAT purposes, thus free from Cypriot VAT.  

Depending on the status of the GDR holder and the purposes for which the GDRs are acquired, each prospective 

holder of the GDRs will need to consult his/her own tax adviser as to whether any VAT implications will arise 

from: 

• the acquisition and/or trading of the GDR; or  

• on services received in the process of acquisition and/or trading of the GDR. 

With reference to the above section “Cyprus Tax Considerations” the Group cannot exclude the possibility that 

the Company might be subject to additional tax liabilities in case the respective Cyprus tax authorities apply 

different rulings to the transactions carried out by the Group or in its respect, which could have a material adverse 

effect on the Group’s business, financial condition and results of operations. 

United States Tax Considerations 

The following discussion is a general summary based on present law of certain U.S. federal income tax 

consequences to U.S. Holders, as defined below, of owning and disposing of GDRs acquired in the Offering. This 

discussion is not a complete description of all tax considerations that may be relevant to a prospective investor; it 

is not a substitute for tax advice. This discussion applies only to U.S. Holders that purchase GDRs in the Offering, 

will hold the GDRs as capital assets and use the U.S. dollar as their functional currency. In addition, this discussion 

does not describe all of the U.S. federal income tax considerations that may be relevant in light of a U.S. Holder’s 

particular circumstances, including alternative minimum tax consequences and tax consequences applicable to 

U.S. Holders subject to special rules, such as banks or other financial institutions, insurance companies, tax-exempt 

entities, dealers, traders in securities that elect a mark-to-market method of tax accounting, regulated investment 

companies, real estate investment trusts, U.S. expatriates, persons that directly, indirectly or constructively own 

10% or more of the total combined voting power or value of the Company’s equity interests, partnerships and 

other pass-through entities (including S-corporations), persons holding GDRs as part of a hedge, straddle, wash 

sale, conversion, constructive sale or other integrated financial transaction, or persons holding GDRs in connection 

with a permanent establishment or fixed base outside of the United States. This summary also does not address 

U.S. federal taxes other than the income tax (such as the Medicare surtax on net investment income or estate or 

gift taxes) or U.S. state and local, or non-U.S. tax considerations. 

As used in this discussion, a “U.S. Holder” is a beneficial owner of GDRs that is, for U.S. federal income tax 

purposes: (i) a citizen or individual resident of the United States; (ii) a corporation, or other entity taxable as a 

corporation, created or organised in or under the laws of the United States, any state thereof or the District of 

Columbia; (iii) a trust subject to the control of one or more U.S. persons and the primary supervision of a U.S. 

court; or (iv) an estate the income of which is subject to U.S. federal income taxation regardless of its source. 

The U.S. federal income tax treatment of a partner in a partnership (or other entity or arrangement treated as a 

partnership for U.S. federal income tax purposes) that holds GDRs generally will depend on the status of the 

partner and the activities of the partnership. Prospective purchasers that are partnerships should consult their own 

tax advisors regarding the specific U.S. federal income tax consequences to their partners of the partnership’s 

acquisition, ownership and disposition of GDRs. 

Generally, holders of GDRs will be treated for U.S. federal income tax purposes as holding Ordinary Shares 

represented by the GDRs. No gain or loss will be recognised upon an exchange of Ordinary Shares for GDRs or 

an exchange of GDRs for Ordinary Shares, provided the Depositary has not taken any action inconsistent with the 

Deposit Agreement or the U.S. Holder’s ownership of the underlying Ordinary Shares. 
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PROSPECTIVE PURCHASERS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS ABOUT 

THE APPLICATION OF THE U.S. FEDERAL TAX RULES TO THEIR PARTICULAR 

CIRCUMSTANCES AS WELL AS THE STATE AND LOCAL AND NON-U.S. TAX CONSEQUENCES 

TO THEM OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF GDRS. 

The Company believes that it was not classified as a “passive foreign investment company” (a “PFIC”) for U.S. 

federal income tax purposes for its most recent taxable year ending December 31, 2020 and, based on the 

composition of the Company’s current gross assets and income (including the income and assets of the Group) 

and the manner in which the Company expects the Group to operate its business in future years, the Company 

believes, and except as described below under “—PFIC Rules” the following discussion assumes, that the 

Company will not be a PFIC for its current taxable year ending December 31, 2021 or in the foreseeable future. 

The tests to determine whether a company is a PFIC are factual in nature and apply annually and a company’s 

status can change depending, among other things, on changes in the composition and relative value of its gross 

receipts and assets, changes in its operations and changes and the market value of its stock. Accordingly, no 

assurance can be provided by the Company that it will not become a PFIC in any future taxable year. 

Taxation of distributions 

Distributions paid on GDRs will be treated as dividends to the extent paid out of the Group’s current or 

accumulated earnings and profits (as determined under U.S. federal income tax principles). Because the Company 

does not maintain calculations of its earnings and profits under U.S. federal income tax principles, it is expected 

that distributions generally will be reported to U.S. Holders as dividends. Dividends will be treated as foreign-

source dividend income to U.S. Holders and will not be eligible for the dividends-received deduction generally 

available to U.S. corporations under the Code. Dividends will be included in a U.S. Holder’s income as ordinary 

dividend income on the date that such U.S. Holder actually or constructively receives the distribution in accordance 

with its regular method of accounting for U.S. federal income tax purposes. 

Dividends paid by the Company generally will be treated as “qualified dividend income” taxable to a non-corporate 

U.S. Holder at the reduced rate normally applicable to long-term capital gains, if the Company qualifies for the 

benefits of the income tax treaty between the United States and Cyprus (the “U.S.-Cyprus Treaty”), the U.S. 

Holder satisfies a minimum holding period and certain other requirements are met. The Company has not 

determined whether it qualifies for the benefits of the U.S.-Cyprus Treaty. 

Dividends paid in currency other than U.S. dollars will be includable in a U.S. Holder’s income as a U.S. dollar 

amount based on the exchange rate in effect on the date such dividend is received whether or not the currency is 

converted into U.S. dollars at that time. If a dividend paid in non-U.S. currency is converted to U.S. dollars on the 

date of receipt, a U.S. Holder generally will not recognise foreign currency gain or loss. However, if the U.S. 

Holder converts the currency into U.S. dollars on a later date, the U.S. Holder must include in income any gain or 

loss resulting from any exchange rate fluctuations during the period from the date such U.S. Holder included the 

dividend in income to the date such holder converts the currency into U.S. dollars (or otherwise disposes of the 

currency). Generally, any gain or loss resulting from currency exchange rate fluctuations will be ordinary income 

or loss and will be treated as income from sources within the United States for foreign tax credit limitation 

purposes. U.S. Holders should consult their own tax advisors regarding the tax consequences to them if the 

Company pays dividends in currency other than U.S. dollars. 

Sale or other disposition of GDRs 

A U.S. Holder will recognise capital gain or loss on the sale or other disposition of GDRs in an amount equal to 

the difference between the U.S. Holder’s adjusted tax basis in the GDRs and the U.S. dollar value of the amount 

realised (without reduction for any withholding tax imposed). A U.S. Holder’s adjusted tax basis in the GDRs 

generally will be the U.S. dollar value of the purchase price paid in the Offer. Any gain or loss from the disposition 

of GDRs generally will be treated as arising from U.S. sources and will be long-term capital gain or loss if the 

U.S. Holder has held the GDRs for more than one year. Deductions for capital losses are subject to significant 

limitations. A loss may nonetheless be a long-term capital loss regardless of a U.S. Holder’s actual holding period 

to the extent the U.S. Holder has received qualified dividends eligible for reduced rates of tax prior to a sale or 

other disposition of its GDRs that exceeded 10% of such U.S. Holder’s basis in the GDRs. 

A U.S. Holder that receives a currency other than U.S. dollars on the sale or other disposition of GDRs will realise 

an amount equal to the U.S. dollar value of the currency received at the spot rate on the date of sale or other 

disposition (or, if the GDRs are traded on an established securities market, in the case of cash basis and electing 

accrual basis U.S. Holders, the settlement date). Where a U.S. Holder determines the amount realised using the 

spot rate on the date of sale or other disposition, such U.S. Holder will recognise foreign currency gain or loss 

equal to the difference between the U.S. dollar value of the amount received based on the spot exchange rates in 

effect on the date of sale or other disposition and the settlement date. A U.S. Holder will have a tax basis in the 
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currency received equal to the U.S. dollar value of the currency received at the spot rate on the settlement date. 

Any gain or loss realised on a subsequent disposition or conversion of the non-U.S. currency for a different U.S. 

dollar amount generally will be U.S. source ordinary income or loss. 

PFIC Rules 

The Company believes that it was not classified as a “passive foreign investment company” (a “PFIC”) for U.S. 

federal income tax purposes for its most recent taxable year ending December 31, 2020 and, based on the 

composition of the Company’s current gross assets and income (including the income and assets of the Group) 

and the manner in which the Company expects the Group to operate its business in future years, the Company 

believes that the Company will not be a PFIC for its current taxable year ending December 31, 2021 or in the 

foreseeable future. 

In general, a non-U.S. corporation will be a PFIC for any taxable year in which, taking into account a pro rata 

portion of the income and assets of 25% or more owned subsidiaries, either (i) 75% or more of its gross income is 

passive income, or (ii) 50% or more of the average quarterly value of its assets are assets that produce, or are held 

for the production of, passive income or which do not produce income. For this purpose, passive income generally 

includes, among other things and subject to various exceptions, interest, dividends, rents, royalties and gains from 

the disposition of assets that produce passive income. Whether the Company is a PFIC is a factual determination 

made annually, and the Company’s status could change depending among other things upon changes in the 

composition and relative value of its gross receipts and assets (including goodwill). Because the market value of 

the Company’s assets may be determined in large part by the market price of the GDRs, which is likely to fluctuate 

after the Offering, no assurance can be given that the Company will not be a PFIC in the current year or in any 

future taxable year. 

If the Company were treated as a PFIC for any year during which a U.S. Holder owns GDRs, the U.S. Holder may 

be subject to adverse tax consequences upon a sale, exchange, or other disposition of the GDRs, or upon the receipt 

of certain “excess distributions” in respect of the GDRs, and would be subject to additional reporting obligations. 

In addition, dividends paid by a PFIC are not qualified dividends eligible to be taxed at preferential rates. 

Information reporting and backup withholding 

Dividends on and proceeds from the sale or other disposition of the GDRs may be reported to the IRS unless the 

holder is a corporation or otherwise establishes a basis for exemption. Backup withholding may apply to amounts 

subject to reporting if the holder fails to provide an accurate taxpayer identification number or otherwise establish 

a basis for exemption. Backup withholding is not an additional tax. A U.S. Holder can claim a credit against its 

U.S. federal income tax liability for amounts withheld under the backup withholding rules and can claim a refund 

of amounts in excess of its tax liability by making the required filing with the IRS. Prospective investors should 

consult their tax advisors about qualifying for an exemption from backup withholding. 

U.S. Holders are required to report information to the IRS with respect to their investment in financial instruments 

not held through an account with a financial institution. Investors who fail to report required information could 

become subject to substantial penalties. Prospective investors are encouraged to consult with their own tax advisors 

about information reporting requirements applicable to their investment in the GDRs. 

THE DISCUSSION ABOVE IS A GENERAL SUMMARY OF CERTAIN U.S. FEDERAL INCOME TAX 

CONSIDERATIONS FOR PROSPECTIVE INVESTORS IN GDRs. IT DOES NOT COVER ALL TAX 

MATTERS THAT MAY BE OF IMPORTANCE TO A PARTICULAR INVESTOR. EACH PROSPECTIVE 

INVESTOR SHOULD CONSULT ITS OWN TAX ADVISOR ABOUT THE TAX CONSEQUENCES TO IT 

OF ACQUIRING, OWNING, AND DISPOSING OF GDRs IN SUCH INVESTORS OWN CIRCUMSTANCES, 

INCLUDING THE APPLICABILITY AND EFFECT OF STATE, LOCAL, NON-U.S. AND OTHER TAX 

LAWS. 

Russian Tax Considerations 

The following is a general description of certain Russian tax considerations relating to the GDRs. It does not 

purport to be a complete analysis of all tax considerations relating to the GDRs. 

Prospective holders of the GDRs should consult their tax advisers as to which countries’ tax laws could be 

relevant to acquiring, holding and disposing of GDRs and receiving payments of dividends and the 

consequences of such actions under the tax laws of those countries. This summary is based upon the law as 

in effect as at the date hereof. The information and analysis contained in this section are limited to issues 

relating to taxation, and prospective holders should not apply any information or analysis set out below to 

other issues, including (but not limited to) the legality of transactions involving the GDRs. 
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General 

The following is a summary of certain Russian tax considerations relevant to the purchase, ownership and disposal 

of GDRs by Russian resident and non-resident investors, as well as the taxation of dividend income and is based 

on the laws of the Russian Federation in effect at the date hereof, which are subject to change (possibly with 

retroactive effect). 

The summary does not seek to address the applicability of, and procedures in relation to, taxes levied by the 

regions, municipalities or other non-federal authorities of the Russian Federation. Nor does the summary seek to 

address the availability of double tax treaty relief in respect of the GDRs, and it should be noted that there may be 

practical difficulties, including satisfying certain documentation requirements, involved in claiming relief under 

an applicable double tax treaty. Prospective holders should consult their own professional advisers regarding the 

tax consequences of investing in the GDRs. No representations with respect to the Russian tax consequences to 

any particular holder are made hereby. 

The provisions of the Tax Code applicable to holders of and transactions involving the GDRs are ambiguous and 

lack interpretive guidance. Both the substantive provisions of the Tax Code applicable to financial instruments and 

the interpretation and application of those provisions by the Russian tax authorities may be subject to more rapid 

and unpredictable change and inconsistency than in jurisdictions with more developed capital markets or more 

developed taxation systems. In particular, the interpretation and application of such provisions will in practice rest 

substantially with local tax inspectorates. 

In practice, interpretation by different tax inspectorates may be inconsistent or contradictory and may involve the 

imposition of conditions, requirements or restrictions not provided for by the existing legislation. Similarly, in the 

absence of binding precedents, court rulings on tax or related matters by different Russian courts relating to the 

same or similar circumstances may also be inconsistent or contradictory. 

For the purposes of this section, a “Russian Resident Holder” means a holder of GDRs who is: 

• a Russian legal entity or organisation (including international companies registered in accordance with 

Federal Law No. 290-FZ “On International Companies” dated 3 August 2018); 

• a foreign legal entity or organisation, in each case organised under a foreign law, that is recognised as a 

Russian tax resident based on Russian domestic law; 

• a foreign legal entity or organisation, in each case organised under a foreign law, that is, in the case of 

conflicting tax residency statuses based on the relevant foreign law and Russian law, recognised as a Russian 

tax resident based on the provisions of an applicable double tax treaty (for the purposes of application of such 

double tax treaty); 

• a foreign legal entity or organisation which purchases, holds and/ or disposes GDRs through its permanent 

establishment in Russia; 

• a legal entity or an organisation, in each case organised under a foreign law, which has voluntarily recognised 

itself as a Russian tax resident; 

• an individual actually present in Russia for an aggregate period of 183 calendar days (including days of 

arrival to the Russian Federation and including days of departure from the Russian Federation) or more in 

any period comprised of 12 consecutive months (days of medical treatment and education outside the Russian 

Federation are also counted as days spent in the Russian Federation if the individual departed from the 

Russian Federation for these purposes for less than six months). The interpretation of this definition by the 

Russian Ministry of Finance states that, for tax withholding purposes, an individual’s tax residence status 

should be determined on the date of the actual income payment (based on the number of days in Russia in 

the 12-month period preceding the date of the payment). Given that the tax residency status of an individual 

may change, an individual’s final tax liability in the Russian Federation for any reporting calendar year should 

be determined based on the number of days spent in Russia in such calendar year, and may require a 

reassessment.  

For the purposes of this section, a “Non-Resident Holder” is a holder of GDRs who does not fall under the 

definition of a Resident Holder.  

GDRs holders should consult their own tax advisors on their tax status in Russia. 

Taxation of Acquisition of the GDRs 

No Russian tax implications generally should arise for Russian Resident Holders and Non-Resident Holders upon 

purchase of the GDRs. 
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However, in certain circumstances, taxable income in the form of a material benefit (deemed income) may arise 

for individual holders if the GDRs are purchased at a price below market value. If the acquisition price of the 

GDRs is below the lower threshold of the range of fair market value calculated under a specific procedure for the 

determination of market prices of securities for tax purposes, the difference may be subject to the Russian personal 

income tax at a rate of 30% for individuals who are Non-Resident Holders (arguably, this would be subject to 

reduction or elimination under an applicable double tax treaty) and at a rate from 13% to 15% under the progressive 

personal income tax scale for individuals who are Russian Resident Holders. Starting from 1 January 2021, an 

annual income of a Russian tax resident individuals within RUB 5 million should be taxed at the rate of 13%, 

while the annual income (with certain exceptions) exceeding this threshold should be taxed at the rate of 15%. 

Under Russian tax legislation, taxation of the income of Non-Resident Holders who are individuals will depend 

on whether this income would be assessed as received from Russian or non-Russian sources. Although Russian 

tax legislation does not contain any provisions on how the relevant material benefit should be sourced, the tax 

authorities may infer that such income should be considered as Russian source income if the GDRs are purchased 

“in the Russian Federation”. In the absence of any additional guidance as to what should be considered as the 

purchase of securities “in the Russian Federation”, the Russian tax authorities may apply various criteria in order 

to determine the source of the related material benefit, including consideration of the place of conclusion of the 

acquisition transaction, the location of the issuer, or other similar criteria. 

Also, in certain circumstances, Russian Resident Holders that are legal entities or organisations acquiring the 

GDRs must fulfil the responsibilities of a Russian tax agent (i.e., a legal entity resident in the Russian Federation 

for tax purposes paying taxable Russian source income to non-resident legal persons and organisations being 

responsible for withholding Russian tax) with respect to withholding tax from the sales proceeds for the GDRs to 

be transferred to a Non-Resident Holder which is a legal entity disposing of GDRs (see “– Taxation of Capital 

Gains”). Starting from 1 January 2020, in certain circumstances, Resident Holders that are legal entities or 

organisations acquiring the GDRs from Resident and Non-resident Holders who are individuals under sale or barter 

agreements must fulfil the responsibilities of a Russian tax agent. Holders of GDRs should consult their own tax 

advisers with respect to the tax consequences of acquiring the GDRs. 

Taxation of Dividends 

Non-resident Holders 

Generally, a Non-Resident Holder of GDRs should not be subject to any Russian taxes in respect of distributions 

made by the Group with respect to the GDRs. 

Russian Resident Holders 

Payments of dividends by the Company to a Russian Resident Holder who is an individual, a legal entity or 

organisation resident in the Russian Federation for tax purposes should generally be subject to Russian income 

tax. Such tax generally should not exceed 13% in respect of dividend payment made to Russian Resident Holder 

which is a legal entity or organisation. Where dividend payment is made to a Russian Resident Holder who is an 

individual such tax effectively should not exceed 13% of the gross dividend income which falls within annual 

progressive income tax scale threshold of RUB 5 million in respect of the relevant tax basket on dividends and 

should not exceed 15% of the gross dividend payment received by each individual Resident Holder in excess of 

such annual progressive dividends income tax scale threshold. Russian Resident Holders should determine the 

amount of tax to be paid on their own based on the amount of dividends received. 

Russian Resident Holders should therefore consult their own tax advisers with respect to the tax consequences of 

their receipt of dividend income with respect to the holding of the GDRs. 

Taxation of Capital Gains 

The following sections summarise the taxation of capital gains in respect of the disposition of the GDRs. 

Taxation of Legal Entities and Organisations 

Russian Resident Holders 

Capital gains arising from the sale or other disposal of GDRs by a Russian Resident Holder which is a legal entity 

or an organisation will be taxable at the regular Russian corporate profits tax rate of 20%. Russian Resident Holders 

that are legal entities may be able to offset losses incurred on operations in quoted securities against other types of 

income (excluding income from non-quoted securities and derivatives). Special tax rules apply to Russian 

organisations that hold a broker and/or dealer licence as well as certain other licences related to securities market. 
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The Tax Code also establishes special rules for the calculation of the tax base for the purposes of transactions with 

securities, which are subject to TP control in Russia. 

The Tax Code contains certain exemption from capital gains taxation for GDRs on shares where immovable 

property located in the Russian Federation constitutes directly or indirectly less than 50% of assets determined 

based on financial accounts data as at the end of the month preceding the date of disposal, provided that such 

shares are owned by the taxpayer for the period of more than 5 years. Specific conditions to apply the above 

exemption are envisaged for Russian organisations qualified as international holding companies under the Russian 

tax law (the holding period should not be less than 365 days and the participation share should be not less than 

15%).  

Russian Resident Holders of the GDRs who are legal entities or organisations should in all events consult their 

own tax advisers with respect to the tax consequences of gains derived from the disposal of the GDRs.  

Non-Resident Holders 

A Non-Resident Holder that is a legal entity or organisation generally should not be subject to any Russian taxes 

in respect of any gain or other income realised on the sale, exchange or other disposal of the GDRs unless more 

than 50% of assets of shares represented be the GDR directly or indirectly consist of immovable property situated 

in Russia. Otherwise, it is possible that any proceeds from the sale, exchange or other disposal of GDRs may be 

regarded as Russian source income received by Non-Resident Holders that are legal entities or organisations, 

subject to Russian income tax at a rate of 20%. The above tax may be reduced or eliminated under an applicable 

double tax treaty, provided that the recipient of the income is its beneficial owner, such income is not attributable 

to a permanent establishment in Russia, the necessary requirements to qualify for the treaty relief and the 

appropriate administrative requirements under the Russian tax legislation have been met. 

Capital gains that are received by a non-resident legal entity or an organisation from the sale or other disposal of 

the GDRs that are recognised as quoted securities under the requirements of the Tax Code generally should not be 

subject to profits tax in Russia. However, there is an uncertainty whether the above exemption may be applied to 

depository receipts which are representing shares of a company which assets more than for 50% consist of 

immovable property situated in Russia. 

Non-Resident Holders that are legal entities or organisations should consult their own tax advisors with respect to 

the tax consequences of the sale, exchange or other disposal of the GDRs. 

Taxation of Individuals 

Russian Resident Holders 

Capital gains arising from the sale, exchange or other disposal of the GDRs by individuals who are Russian 

Resident Holders must be declared on the holder’s tax return and are subject to personal income tax at a rate of 

from 13% to 15% (according to the progressive personal income tax scale) unless the tax was properly withheld 

by a tax agent. The income in respect of sale of the GDRs by an individual is calculated as the sale proceeds less 

expenses proved by documentary evidence related to the purchase of these GDRs (including the cost of the 

securities and the expenses associated with the purchase, keeping and sale of these GDRs and amounts on which 

personal income tax was accrued and paid on acquisition (receipt) of the GDRs and the amount of tax paid). 

Russian tax legislation contains a requirement that a financial result in respect of activities connected with 

securities quoted on a stock exchange must be calculated separately from a financial result in respect of trading in 

non-quoted securities. Amount of loss from transactions with securities quoted on a stock exchange may be 

deducted against tax the base for operations with derivatives quoted on a stock exchange where underlying asset 

are securities, stock indexes or derivatives with securities or stock indexes as underlying assets. 

Russian Resident Holders may carry forward losses arising from dealing with quoted securities to offset future 

capital gains from the sale, exchange or other disposal of other quoted securities for the period of up to 10 years. 

No loss carry-forward is available for non-quoted securities and derivatives. 

The Tax Code contains certain exemption from capital gains taxation for shares where immovable property located 

in the Russian Federation constitutes directly or indirectly less than 50% of assets determined based on financial 

accounts data as at the end of the month preceding the date of disposal, provided that such shares are owned by 

the taxpayer for the period of more than 5 years.  
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The Tax Code also contains certain tax deductions that may be applied by Russian Resident Holders who are 

individuals in respect of income from the sale of the GDRs given that at the moment of sale the GDRs qualify as 

quoted and are held by a Russian Resident Holder for at least 3 years. The amount of such deduction is determined 

using a specific formula and depends on how long the GDRs were held by a Russian Resident Holder. 

Resident Holders should consult their own tax advisors with respect to their tax position regarding the GDRs. 

Non-Resident Holders 

A Non-Resident Holder who is an individual should not generally be subject to Russian taxes in respect of any 

gains realised on the sale, exchange or other disposal of GDRs, provided that the proceeds of such sale, exchange 

or disposal are not received from a source within Russia. 

However, in the event that the proceeds from the sale, exchange or other disposal of GDRs are deemed to be 

received from a source within Russia, a Non-Resident Holder that is an individual may be subject to Russian tax 

in respect of such proceeds at a rate of 30% of the gain (such gain being computed as the sales price less any 

available documented cost deduction, including the acquisition price of the GDRs and other documented expenses, 

such as depositary expenses and brokers’ fees), subject to any available double tax treaty relief, provided that the 

necessary requirements to qualify for the treaty relief and the appropriate administrative requirements under the 

Russian tax legislation have been met.  

According to Russian tax legislation, income received from the sale, exchange or other disposal of the GDRs 

should be treated as having been received from a Russian source if such sale, exchange or other disposal occurs in 

Russia. Russian tax law gives no clear indication as to how to identify the source of income received from a sale, 

exchange or other disposal of securities except that income received from the sale of securities “in Russia” will be 

treated as having been received from a Russian source. In the absence of any guidance as to what should be 

considered as sale, exchange or other disposal of securities “in Russia”, the Russian tax authorities may apply 

various criteria in order to determine the source of the sale or other disposal, including looking at the place of 

conclusion of the transaction, the location of the issuer or other similar criteria. There is no assurance, therefore, 

that the proceeds received by Non-Resident Holders – individuals from the sale, exchange or other disposal of the 

GDRs will not become subject to tax in Russia. 

The tax may be withheld at the source of payment if the individual acts via a professional intermediary that is 

registered for tax purposes in Russia (such as an asset manager, a licensed broker or other intermediary that carries 

out operations under a brokerage service agreement, agency agreement, asset management agreement, commission 

agreement or commercial mandate agreement), otherwise the Non-Resident Holder – individual shall be liable to 

file a tax return and pay the tax due to the Russian budget. 

Starting from 1 January 2020, in absence of the licensed broker or an asset manager mentioned above, Russian tax 

agent responsibilities should also be fulfilled by a Russian legal entities or organisations acquiring the GDRs from 

the Non-Resident Holders – individuals under a sale or barter agreement. 

Non-Resident Holders who are individuals should consult their own tax advisors with respect to the tax 

consequences arising from the acquisition, sale, exchange or other disposal of the GDRs and the receipt of the 

proceeds from source within Russia in their respect. 

Double Tax Treaty Procedures 

Where a Non-Resident Holder of GDRs receives income from a Russian source, the Russian tax (if applicable 

under Russian domestic tax law) may be reduced or eliminated in accordance with the provisions of a double tax 

treaty. Advance treaty relief should be available for those eligible, subject to the requirements of the Russian laws. 

In order for a Non-Resident Holder to benefit from the applicable double tax treaty, documentary evidence is 

required to confirm the applicability of the double tax treaty for which benefits are claimed.  

Currently, a Non-Resident Holder which is a legal entity or an organisation is required to provide a tax residence 

confirmation issued by the competent tax authority of the relevant treaty country (duly apostilled or legalised, 

translated into Russian and notarised). The tax residency confirmation needs to be renewed on an annual basis and 

provided before the first payment of income in each calendar year. For a Non-Resident Holder that is a legal entity 

or organisation this should be a tax residency certificate for the relevant year. 

In order to benefit from the applicable double tax treaty, the person claiming such benefits must be the beneficial 

owner of the relevant income. In addition to a certificate of tax residency, the tax agent is obliged to obtain a 

confirmation from the Non-Resident Holder which is a legal entity or organisation that it is the beneficial owner 

of the relevant income. Russian tax law provides neither the form of such confirmation nor the precise list of 

documents which can demonstrate the beneficial owner status of the recipient with respect to the received income. 
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Thus, there can be no assurance that treaty relief at source will be available in practice. According to the recent 

clarifications of the Russian tax authorities, a foreign company may not benefit from a double tax treaty if its 

activity does not have a real business purpose, if such company does not bear any risks that are normal for business 

activity, such company does not benefit from the use of such income and its employees actually do not 

control/manage such company. If activities of the company are limited to investments and/or financing of a group 

of companies, it cannot be considered as an independent business activity and it is not enough to confirm the 

beneficial owner status of the recipient of income. In addition, it is unclear how the beneficial ownership concept 

will evolve in the future.  

A Non-Resident Holder who is an individual willing to obtain the advance double tax treaty relief at source should 

confirm to a tax agent that he or she is tax resident in a relevant foreign jurisdiction having a double tax treaty with 

Russia by providing the tax agent with a personal identity document and document confirming the tax residency 

of an individual in a relevant jurisdiction. To date, the Russian tax authorities do not generally make additional 

claims for confirmation of tax residency. However, due to the lack of available practice there is some uncertainty 

as to how they will be applied by the Russian tax authorities.  

Non-Resident Holders should consult their own tax advisors regarding possible tax treaty relief and procedures 

for obtaining such relief with respect to any Russian taxes imposed on any payments received with respect to the 

GDRs. 

Refund of Tax Withheld 

If Russian withholding tax on income derived from Russian sources by a Non-Resident Holder has been withheld 

at the source of payment and such Non-Resident Holder is entitled to benefits of an applicable double tax treaty 

allowing such Non-Resident Holder not to pay the tax in Russia or pay the tax at a reduced rate in relation to such 

income, an application for the refund of the tax withheld may be made within three years from the end of the tax 

period in which the tax was withheld. 

In order to obtain a refund, the Non-Resident Holder that is a legal entity or an individual is required to file with 

the Russian tax authorities along with the tax refund claim certain pack of documents. The list of such documents 

is stipulated by the Tax Code in respect of legal entities.  

The Russian tax authorities may, in practice, require a wide variety of documentation confirming the right to 

benefits under a double tax treaty. Such documentation, in practice, may not be explicitly required by the Tax 

Code. Obtaining a refund of Russian tax withheld may be a time-consuming process and can involve considerable 

practicable difficulties, depending to a large extent on the position of the local tax inspectorates. No assurance can 

be given that a refund of Russian tax withheld will be granted in practice. 

Non-Resident Holders should consult their own tax advisors should they need to obtain a refund of Russian taxes 

withheld on any payments received with respect to the GDRs. 
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SELLING AND TRANSFER RESTRICTIONS 

General 

No action has been or will be taken in any jurisdiction that would permit a public offering of the GDRs, or 

possession or distribution of this Offering Memorandum or any other offering material in any country or 

jurisdiction where action for that purpose is required. Accordingly, the GDRs may not be offered or sold, directly 

or indirectly, and neither this Offering Memorandum nor any other offering material or advertisement in 

connection with the GDRs may be distributed or published in or from any country or jurisdiction except under 

circumstances that will result in compliance with any and all applicable rules and regulations of any such country 

or jurisdiction. Persons into whose possession this Offering Memorandum comes should inform themselves about 

and observe any restrictions on the distribution of this Offering Memorandum and the offer and sale of the GDRs 

offered in the Offering, including those in the paragraphs below. Any failure to comply with these restrictions may 

constitute a violation of the securities laws of any such jurisdiction. This Offering Memorandum does not 

constitute an offer to buy any of the GDRs offered in the Offering to any person in any jurisdiction to whom it is 

unlawful to make such offer or solicitation in such jurisdiction.  

Other than the Joint Bookrunners no person has been authorised to purchase securities from the Company or an 

affiliate of the Company with the view to a distribution of securities; offer or sell such securities for the Company 

or an affiliate of the Company in connection with a distribution of securities; or participate, directly or indirectly, 

in a distribution of securities of the Company. Public Joint-Stock Company Bank Otkritie Financial Corporation 

and JSC Tinkoff Bank act solely as broker dealers purchasing GDRs solely pursuant to their respective customer 

orders. 

Information to Distributors 

MiFID II Product Governance Requirements 

Solely for the purposes of the product governance requirements contained within: (a) EU Directive 2014/65/EU 

on markets in financial instruments, as amended (“MiFID II”); (b) Articles 9 and 10 of Commission Delegated 

Directive (EU) 2017/593 supplementing MiFID II; and (c) local implementing measures (together, the “MiFID II 

Product Governance Requirements”), and disclaiming all and any liability, whether arising in tort, contract or 

otherwise, which any “manufacturer” (for the purposes of the MiFID II Product Governance Requirements) may 

otherwise have with respect thereto, the GDRs have been subject to a product approval process, which has 

determined that the GDRs are: (i) compatible with an end target market of retail investors and investors who meet 

the criteria of professional clients and eligible counterparties, each as defined in MiFID II; and (ii) eligible for 

distribution through all distribution channels as are permitted by MiFID II (the “Target Market Assessment”). 

Notwithstanding the Target Market Assessment, Distributors should note that: the price of the GDRs may decline 

and investors could lose all or part of their investment; the GDRs offer no guaranteed income and no capital 

protection; and an investment in the GDRs is compatible only with investors who do not need a guaranteed income 

or capital protection, who (either alone or in conjunction with an appropriate financial or other adviser) are capable 

of evaluating the merits and risks of such an investment and who have sufficient resources to be able to bear any 

losses that may result therefrom. The Target Market Assessment is without prejudice to the requirements of any 

contractual, legal or regulatory selling restrictions in relation to the Offering. Furthermore, it is noted that, 

notwithstanding the Target Market Assessment, the Joint Bookrunners will only procure investors who meet the 

criteria of professional clients and eligible counterparties.  

For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of suitability or 

appropriateness for the purposes of MiFID II; or (b) a recommendation to any investor or group of investors to 

invest in, or purchase, or take any other action whatsoever with respect to the GDRs. 

Each distributor is responsible for undertaking its own target market assessment in respect of the GDRs and 

determining appropriate distribution channels. 

UK Product Governance Requirements 

Solely for the purposes of the product governance requirements of Chapter 3 of the FCA Handbook Product 

Intervention and Product Governance Sourcebook (the “UK Product Governance Requirements”), and 

disclaiming all and any liability, whether arising in tort, contract or otherwise, which any “manufacturer” (for the 

purposes of the UK Product Governance Requirements) may otherwise have with respect thereto, the GDRs have 

been subject to a product approval process, which has determined that the GDRs are: (i) compatible with an end 

target market of retail investors and investors who meet the criteria of professional clients and eligible 

counterparties, each defined in paragraph 3 of the FCA Handbook Conduct of Business Sourcebook; and (ii) 

eligible for distribution through all permitted distribution channels (the “UK Target Market Assessment”). 

Notwithstanding the UK Target Market Assessment, “distributors” (for the purposes of the UK Product 
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Governance Requirements) should note that: the price of the GDRs may decline and investors could lose all or 

part of their investment; the GDRs offer no guaranteed income and no capital protection; and an investment in the 

GDRs is compatible only with investors who do not need a guaranteed income or capital protection, who (either 

alone or in conjunction with an appropriate financial or other adviser) are capable of evaluating the merits and 

risks of such an investment and who have sufficient resources to be able to bear any losses that may result 

therefrom. The UK Target Market Assessment is without prejudice to any contractual, legal or regulatory selling 

restrictions in relation to the Offering. Furthermore, it is noted that, notwithstanding the UK Target Market 

Assessment, the Joint Bookrunners will only procure investors who meet the criteria of professional clients and 

eligible counterparties. 

For the avoidance of doubt, the UK Target Market Assessment does not constitute: (a) an assessment of suitability 

or appropriateness for the purposes of Chapters 9A or 10A respectively of the FCA Handbook Conduct of Business 

Sourcebook; or (b) a recommendation to any investor or group of investors to invest in, or purchase, or take any 

other action whatsoever with respect to the GDRs. 

Each distributor is responsible for undertaking its own UK Target Market Assessment in respect of the GDRs and 

determining appropriate distribution channels. 

Selling Restrictions 

United States  

The GDRs have not been and will not be registered under the Securities Act, and may not be offered or sold within 

the United States or to, or for the account or benefit of U.S. persons except in certain transactions exempt from the 

registration requirements of the Securities Act. The GDRs are being offered and sold (i) outside of the United 

States in reliance on Regulation S, and (ii) within the United States to “qualified institutional buyers” as defined 

in, and in reliance upon Rule 144A under the Securities Act or pursuant to another exemption from registration 

under the Securities Act.  

In addition, until 40 days after the commencement of the Offering of the GDRs into or within the United States by 

a dealer (whether or not participating in the Offering) may violate the registration requirements of the Securities 

Act if such offer or sale is made otherwise than in accordance with Rule 144A. Terms used in this section have 

the meanings given to them by Regulation S. 

United Kingdom 

No GDRs have been or will be offered pursuant to the Offering to the public in the United Kingdom, except that 

the GDRs may be offered to the public in the United Kingdom at any time:  

• to any legal entity which is a qualified investor as defined under Article 2 of the UK Prospectus Regulation;  

• to fewer than 150 natural or legal persons (other than qualified investors as defined under Article 2 of the UK 

Prospectus Regulation), subject to obtaining the prior consent of the Joint Bookrunners for any such offer; or  

• in any other circumstances falling within Section 86 of the Financial Services and Markets Act 2000, as 

amended (the “FSMA”),  

provided that no such offer of GDRs shall require the Company, the Selling Shareholders or any Joint Bookrunner 

to publish a prospectus pursuant to Section 85 of the FSMA or supplement a prospectus pursuant to Article 23 of 

the UK Prospectus Regulation.  

For the purposes of this provision, the expression an “offer to the public” in relation to the GDRs in the United 

Kingdom means the communication in any form and by any means of sufficient information of the terms of the 

Offering and the GDRs to be offered so as to enable an investor to decide to purchase any GDRs; and the expression 

“UK Prospectus Regulation” means Regulation (EU) 2017/1129 as it forms part of United Kingdom domestic 

law by virtue of the European Union (Withdrawal) Act 2018.  

In the case of any GDRs being offered to a financial intermediary, as that term is used in Article 5(1) of the UK 

Prospectus Regulation, such financial intermediary will also be deemed to have represented, acknowledged and 

agreed that the GDRs acquired by it have not been acquired on a non-discretionary basis on behalf of, nor have 

they been acquired with a view to their offer or resale to persons in circumstances which may give rise to an offer 

of any GDRs to the public other than their offer or resale in a Relevant State to qualified investors who are not 

financial intermediaries as so defined or in circumstances in which the prior consent of the Joint Bookrunners has 

been obtained to each such proposed offer or resale. The Company, the Selling Shareholders, the Joint Bookrunners 

and their respective affiliates, and others will rely (and the Company and Selling Shareholders acknowledge that 

the Joint Bookrunners and their respective affiliates and others will rely) upon the truth and accuracy of the 

foregoing representations, acknowledgements and agreements. Notwithstanding the above, a person who is not a 
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qualified investor and who has notified the Joint Bookrunners of such fact in writing may, with the consent of the 

Joint Bookrunners, be permitted to purchase the GDRs.  

In addition, in the United Kingdom, this Offering Memorandum and the Offering are only addressed to and directed 

at persons who are “qualified investors” within the meaning of Article 2(e) of the UK Prospectus Regulation who 

are (1) persons who have professional experience in matters relating to investments who fall within the definition 

of “investment professionals” in Article 19(5) of the Financial Services and Markets Act 2000 (Financial 

Promotion) Order 2005, as amended (the “Order”), (2) persons who are high net worth entities falling within 

Article 49(2)(a)-(d) of the Order, or (3) other persons to whom this Offering Memorandum and the Offering may 

otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This 

Offering Memorandum and its contents must not be acted upon or relied upon in the United Kingdom, by persons 

who are not relevant persons. Any investment or investment activity to which this Offering Memorandum relates 

is available only to relevant persons in the United Kingdom.  

European Economic Area  

In relation to each member state of the EEA (each, a “Relevant State”), no GDRs have been or will be offered 

pursuant to the Offering to the public, except that the GDRs may be offered to the public in that Relevant State at 

any time:  

• to any legal entity which is a qualified investor as defined under Article 2 of the EU Prospectus Regulation;  

• to fewer than 150 natural or legal persons (other than qualified investors as defined under Article 2 of the EU 

Prospectus Regulation), subject to obtaining the prior consent of the Joint Bookrunners for any such offer; or  

• in any other circumstances falling within Article 1(4) of the EU Prospectus Regulation,  

provided that no such offer of GDRs shall require the Company, the Selling Shareholders or any Joint Bookrunners 

to publish a prospectus pursuant to Article 3 of the EU Prospectus Regulation or supplement a prospectus pursuant 

to Article 23 of the EU Prospectus Regulation.  

For the purposes of this provision, the expression an “offer to the public” in relation to any GDRs in any Relevant 

State means the communication in any form and by any means of sufficient information of the terms of the Offering 

and the GDRs to be offered so as to enable an investor to decide to purchase any GDRs; and the expression “EU 

Prospectus Regulation” means Regulation (EU) 2017/1129.  

In the case of any GDRs being offered to a financial intermediary, as that term is used in Article 5(1) of the EU 

Prospectus Regulation, such financial intermediary will also be deemed to have represented, acknowledged and 

agreed that the GDRs acquired by it have not been acquired on a non-discretionary basis on behalf of, nor have 

they been acquired with a view to their offer or resale to persons in circumstances which may give rise to an offer 

of any GDRs to the public other than their offer or resale in a Relevant State to qualified investors who are not 

financial intermediaries as so defined or in circumstances in which the prior consent of the Joint Bookrunners has 

been obtained to each such proposed offer or resale. The Company, the Selling Shareholders, the Joint Bookrunners 

and their respective affiliates, and others will rely (and the Company and Selling Shareholders acknowledge that 

the Joint Bookrunners and their respective affiliates and others will rely) upon the truth and accuracy of the 

foregoing representations, acknowledgements and agreements. Notwithstanding the above, a person who is not a 

qualified investor and who has notified the Joint Bookrunners of such fact in writing may, with the consent of the 

Joint Bookrunners, be permitted to purchase the GDRs.  

Japan 

The GDRs have not been and will not be registered under the Financial Instruments and Exchange Law (Law 

No.25 of 1948, as amended) and, accordingly, will not be offered or sold, directly or indirectly, in Japan, or for 

the benefit of any Japanese Person or to others for re-offering or resale, directly or indirectly, in Japan or to any 

Japanese Person, except in compliance with all applicable laws, regulations and ministerial guidelines promulgated 

by relevant Japanese governmental or regulatory authorities in effect at the relevant time. For the purposes of this 

paragraph, “Japanese Person” shall mean any person resident in Japan, including any corporation or other entity 

organised under the laws of Japan. 

Cyprus 

• GDRs may not be offered or sold, except in conformity with the provisions of the Public Offer and Prospectus 

Law, Law 114(I)/2005 (as amended from time to time) and the provisions of the Cyprus Companies Law, 

Cap 113 (as amended); and 
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• GDRs may not be offered or sold other than in compliance with the provisions of the Investment Services 

and the exercise of Investment Activities, the Operation of Regulated Markets and Other Related Matters 

Law, Law 87(I)/2017.  

Canada 

The GDRs may be sold in Canada only to purchasers purchasing, as principal that are accredited investors, as 

defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act 

(Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration Requirements, 

Exemptions and Ongoing Registrant Obligations. Any resale of the GDRs must be made in accordance with an 

exemption from, or in a transaction not subject to, the prospectus requirements of applicable securities laws. 

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for 

rescission or damages if this offering memorandum (including any amendment thereto) contains a 

misrepresentation, provided that the remedies for rescission or damages are exercised by the purchaser within the 

time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should 

refer to any applicable provisions of the securities legislation of the purchaser’s province or territory for particulars 

of these rights or consult with a legal advisor. 

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (“NI 33-105”), the Joint 

Bookrunners are not required to comply with the disclosure requirements of NI 33-105 regarding underwriter 

conflicts of interest in connection with this offering. 

Dubai International Financial Centre 

This Offering Memorandum relates to an “Exempt Offer” in accordance with the Offered Securities Rules of the 

Dubai Financial Services Authority (“DFSA”). This Offering Memorandum is intended for distribution only to 

persons of a type specified in the Offered Securities Rules of the DFSA. It must not be delivered to, or relied on 

by, any other person. The DFSA has no responsibility for reviewing or verifying any documents in connection 

with Exempt Offers. The DFSA has not approved this Offering Memorandum nor taken steps to verify the 

information set forth herein and has no responsibility for the Offering Memorandum. The GDRs to which this 

document relates may be illiquid and/or subject to restrictions on their resale. Prospective purchasers of the GDRs 

offered should conduct their own due diligence on the GDRs. If you do not understand the contents of this Offering 

Memorandum you should consult an authorised financial adviser. 

Australia 

No prospectus or other disclosure document has been lodged with, or registered by the Australian Securities and 

Investments Commission in relation to the offering of the GDRs. This Offering Memorandum does not constitute 

a prospectus or other disclosure document under the Corporations Act 2001 (the “Corporations Act”) and does 

not purport to include the information required for a prospectus or other disclosure document under the 

Corporations Act.  

This document is being distributed in Australia by the Exempt Investors who are “sophisticated investors” (within 

the meaning of section 708(8) of the Corporations Act, to “professional investors” (within the meaning of section 

708(11) of the Corporations Act) and/or otherwise pursuant to one of more exemptions contained in section 708 

of the Corporations Act. The entity receiving this document represents and warrants that if it is in Australia, it is 

either a professional or a sophisticated investor or a person to whom it is lawful to offer the GDRs without 

disclosure to investors under Chapter 6D of the Corporations Act and that it will not distribute this document to 

any other person.  

Any of the GDRs applied for by Exempt Investors in Australia must not be offered for sale in Australia for 12 

months from the date of issue, except in circumstances where disclosure to investors under Chapter 6D of the 

Corporations Act would not be required pursuant to an exemption under section 708 or 708A of the Corporations 

Act. This document is not supplied in connection with any offering or proposed offering of securities or financial 

products that require disclosure in accordance with Chapter 6D or Part 7.9 of the Corporations Act. Chapters 6D 

and 7 of the Corporations Act are complex. Any person acquiring the GDRs must observe such Australian on-sale 

restrictions and if in any doubt as to the application or effect of this legislation, should confer with its professional 

advisers.  

Switzerland 

The GDRs may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange (“SIX”) 

or on any other stock exchange or regulated trading facility in Switzerland. This document has been prepared 

without regard to the disclosure standards for issuance prospectuses under art. 652a or art. 1156 of the Swiss Code 

of Obligations or the disclosure standards for listing prospectuses under art. 27 ff. of the SIX Listing Rules or the 
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listing rules of any other stock exchange or regulated trading facility in Switzerland. Neither this document nor 

any other offering or marketing material relating to the GDRs or the offering may be publicly distributed or 

otherwise made publicly available in Switzerland. 

Neither this document nor any other offering or marketing material relating to the offering, the Issuer, the GDRs 

have been or will be filed with or approved by any Swiss regulatory authority. In particular, this document will 

not be filed with, and the offer of GDRs will not be supervised by, the Swiss Financial Market Supervisory 

Authority FINMA (FINMA), and the offer of GDRs has not been and will not be authorised under the Swiss 

Federal Act on Collective Investment Schemes (“CISA”). The investor protection afforded to acquirers of interests 

in collective investment schemes under the CISA does not extend to acquirers of GDRs. 

Transfer Restrictions  

Rule 144A Offering  

Each purchaser of GDRs in the Rule 144A Offering, by its acceptance of delivery of this Offering Memorandum, 

will be deemed to have represented, agreed and acknowledged as follows:  

It (i) is a QIB as that term is defined by Rule 144A under the Securities Act, (ii) not formed for the purpose of 

investing in the GDRs, (iii) is aware that, and each beneficial owner of such GDRs has been advised that, the sale 

to it is being made in reliance on Rule 144A under the Securities Act or another exemption from, or transaction 

not subject to, the registration requirements of the Securities Act, (iii) is acquiring such GDRs for its own account 

or for the account of one or more QIBs and (iv) if it is acquiring such GDRs for the account of one or more QIBs, 

has sole investment discretion with respect to each such account and has full power to make the 

acknowledgements, representations and agreements herein on behalf of each such account.  

The purchaser is aware that the GDRs purchased pursuant to Rule 144A under the Securities Act or another 

exemption from, or transaction not subject to, the registration requirements of the Securities Act have not been 

and will not be registered under the Securities Act and are being offered in the United States only in transactions 

not involving any public offering in the United States Selling and Transfer Restrictions and are “restricted 

securities” as defined in Rule 144(a)(3) under the Securities Act (“Restricted Securities”). 

In the future, if the purchaser decides to offer, resell, pledge or otherwise transfer the GDRs purchased pursuant 

to Rule 144A under the Securities Act or another exemption from, or transaction not subject to, the registration 

requirements of the Securities Act, such GDRs may be offered, sold, pledged or otherwise transferred only in 

accordance with the following legend, which the GDRs purchased pursuant to Rule 144A under the Securities Act 

or another exemption from, or transaction not subject to, the registration requirements of the Securities Act will 

bear unless otherwise determined by the Company and the Depositary in accordance with applicable law: 

THIS RULE 144A MASTER GLOBAL DEPOSITARY RECEIPT AND THE ORDINARY SHARES OF 

UNITED MEDICAL GROUP CY PLC REPRESENTED HEREBY (THE “SHARES”) HAVE NOT BEEN AND 

WILL NOT BE REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED 

(THE “SECURITIES ACT”), OR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE 

OR OTHER JURISDICTION OF THE UNITED STATES. THE HOLDER HEREOF BY PURCHASING THE 

GDRS, AGREES FOR THE BENEFIT OF UNITED MEDICAL GROUP CY PLC THAT THE GDRS, AND 

THE SHARES REPRESENTED HEREBY, MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE 

TRANSFERRED EXCEPT (A) TO A PERSON WHOM THE SELLER AND ANY PERSON ACTING ON ITS 

BEHALF REASONABLY BELIEVE IS A QUALIFIED INSTITUTIONAL BUYER (“QIB”) (WITHIN THE 

MEANING OF RULE 144A UNDER THE SECURITIES ACT) IN A TRANSACTION MEETING THE 

REQUIREMENTS OF RULE 144A, (B) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH 

RULE 903 OR RULE 904 OF REGULATION S UNDER THE SECURITIES ACT, OR (C) PURSUANT TO 

AN EXEMPTION FROM REGISTRATION PROVIDED BY RULE 144 UNDER THE SECURITIES ACT (IF 

AVAILABLE), IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE SECURITIES LAWS OF 

ANY STATE OR OTHER JURISDICTION OF THE UNITED STATES. THE HOLDER OF THE GDRS WILL, 

AND EACH SUBSEQUENT HOLDER IS REQUIRED TO, NOTIFY ANY SUBSEQUENT PURCHASER OF 

SUCH GDRS OF THE RESALE RESTRICTIONS REFERRED TO ABOVE. THE BENEFICIAL OWNER OF 

SHARES RECEIVED UPON CANCELLATION OF ANY RULE 144A GLOBAL DEPOSITARY RECEIPT 

MAY NOT DEPOSIT OR CAUSE TO BE DEPOSITED SUCH SHARES INTO ANY DEPOSITARY RECEIPT 

FACILITY IN RESPECT OF SHARES ESTABLISHED OR MAINTAINED BY A DEPOSITARY BANK, 

OTHER THAN A RULE 144A RESTRICTED DEPOSITARY RECEIPT FACILITY, SO LONG AS SUCH 

SHARES ARE “RESTRICTED SECURITIES” WITHIN THE MEANING OF RULE 144(a)(3) UNDER THE 

SECURITIES ACT. NO REPRESENTATION CAN BE MADE AS TO THE AVAILABILITY OF THE 

EXEMPTION PROVIDED BY RULE 144 UNDER THE SECURITIES ACT FOR RESALE OF THE SHARES 

OR ANY RULE 144A GLOBAL DEPOSITARY RECEIPTS. 
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For so long as Ordinary Shares are Restricted Securities, it will not deposit such Ordinary Shares into any 

depositary receipt facility in respect of shares established and maintained by a depositary bank other than a Rule 

144A restricted depositary receipt facility. 

The Company, the Selling Shareholders, the Joint Bookrunners and their affiliates, and others will rely upon the 

truth and accuracy of the foregoing acknowledgements, representations and agreements. 

Prospective purchasers are hereby notified that the sellers of the GDRs purchased pursuant to Rule 144A under 

the Securities Act may be relying on the exemption from the provisions of Section 5 of the Securities Act provided 

by Rule 144A under the Securities Act. 

Regulation S Offering  

in this paragraph that are defined in Regulation S are used herein as defined therein): 

• the purchaser is, at the time of the offer to it of GDRs and at the time the buy order originated, outside the 

United States for the purposes of Rule 903 under the Securities Act; 

• the purchaser is aware that the Regulation S GDRs have not been and will not be registered under the 

Securities Act and are being offered outside the United States in reliance on Regulation S; 

• any offer, sale, pledge or other transfer made other than in compliance with the above-stated restrictions shall 

not be recognised by the Company in respect of the Regulation S GDRs; and 

• the Company, the Selling Shareholders, the Joint Bookrunners and their affiliates and others will rely upon 

the truth and accuracy of the foregoing acknowledgements, representations and agreements. 

If in the future the purchaser decides to offer, resell, pledge or otherwise transfer such Regulation S GDRs (or the 

Ordinary Shares represented thereby), such Regulation S GDRs may be offered, sold, pledged or otherwise 

transferred only in accordance with the following legend, which such Regulation S GDRs will bear unless 

otherwise determined by the Company and the Depositary in accordance with applicable law: 

THIS REGULATION S MASTER GLOBAL DEPOSITARY RECEIPT AND THE ORDINARY SHARES OF 

UNITED MEDICAL GROUP CY PLC REPRESENTED HEREBY (THE “SHARES”) HAVE NOT BEEN AND 

WILL NOT BE REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED 

(THE “SECURITIES ACT”), OR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE 

OR OTHER JURISDICTION OF THE UNITED STATES AND, PRIOR TO THE EXPIRATION OF A 

DISTRIBUTION COMPLIANCE PERIOD (DEFINED AS THE PERIOD ENDING 40 DAYS AFTER THE 

LATEST OF THE COMMENCEMENT OF THE GDR OFFERING, THE ORIGINAL ISSUE DATE OF THE 

GDRs AND THE LATEST ISSUE DATE WITH RESPECT TO THE ADDITIONAL GDRs, IF ANY, ISSUED 

TO COVER OVER-ALLOTMENTS) MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE 

TRANSFERRED EXCEPT (A) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 903 

OR RULE 904 OF REGULATION S UNDER THE SECURITIES ACT OR (B) TO A PERSON WHOM THE 

SELLER AND ANY PERSON ACTING ON ITS BEHALF REASONABLY BELIEVE IS A QUALIFIED 

INSTITUTIONAL BUYER (“QIB”) (WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES 

ACT) IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144A, IN EACH CASE, IN 

ACCORDANCE WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OR OTHER 

JURISDICTION OF THE UNITED STATES; PROVIDED THAT IN CONNECTION WITH ANY TRANSFER 

UNDER (B) ABOVE, THE TRANSFEROR SHALL PRIOR TO THE SETTLEMENT OF SUCH SALE, 

WITHDRAW THE SHARES FROM THE REGULATION S FACILITY (AS DEFINED IN THE DEPOSIT 

AGREEMENT) IN ACCORDANCE WITH THE TERMS AND CONDITIONS OF THE DEPOSIT 

AGREEMENT AND INSTRUCT THAT SUCH SHARES BE DELIVERED TO THE CUSTODIAN UNDER 

THE DEPOSIT AGREEMENT FOR DEPOSIT IN THE RULE 144A FACILITY (AS DEFINED IN THE 

DEPOSIT AGREEMENT) THEREUNDER AND THAT RULE 144A GDRs REPRESENTED BY A RULE 

144A MASTER GDR BE ISSUED, IN ACCORDANCE WITH THE TERMS AND CONDITIONS OF THE 

DEPOSIT AGREEMENT, TO OR FOR THE ACCOUNT OF SUCH QIB. 

UPON THE EXPIRATION OF THE DISTRIBUTION COMPLIANCE PERIOD, THE GLOBAL DEPOSITARY 

RECEIPTS AND THE SHARES REPRESENTED THEREBY SHALL NO LONGER BE SUBJECT TO THE 

RESTRICTIONS ON TRANSFER PROVIDED IN THIS LEGEND IF, AT THE TIME OF SUCH 

EXPIRATION, THE OFFER AND SALE OF THE GLOBAL DEPOSITARY RECEIPTS AND THE SHARES 

REPRESENTED THEREBY BY THE HOLDER IN THE UNITED STATES WOULD NOT BE RESTRICTED 

UNDER THE SECURITIES LAWS OF THE UNITED STATES OR ANY STATE OF THE UNITED STATES. 
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PLAN OF DISTRIBUTION 

Structure of the Offering 

The Offering comprises (i) an offering of the GDRs in the United States to certain QIBs in reliance on Rule 144A, 

or another transaction exempt from, or not subject to, the registration requirements of the Securities Act and (ii) an 

offering of the GDRs outside the United States and the Russian Federation in reliance on Regulation S.  

Underwriting Agreement 

The Company, the Selling Shareholders and the Joint Bookrunners have entered into an underwriting agreement 

dated on or about 15 July 2021 (the “Underwriting Agreement”). Subject to the satisfaction of certain conditions 

set out in the Underwriting Agreement, each of the Joint Bookrunners has agreed, severally but not jointly nor 

jointly and severally, to use its reasonable endeavours to procure purchasers, or, failing which, itself to purchase, 

at the Offer Price, such number of GDRs respectively, as are set forth opposite its name in the following table: 

Joint Bookrunners Number of GDRs 

Number of GDRs in respect 

of the Repurchase Option 

Citigroup Global Markets Limited  12,000,000 1,800,000 

J.P. Morgan AG  16,000,000 2,400,000 

VTB Capital plc  12,000,000 1,800,000 

Total  40,000,000 6,000,000 

The GDRs will be represented by a Master Rule 144A GDR and a Master Regulation S GDR and will be subject 

to certain restrictions as discussed in “Terms and Conditions of the Regulation S GDRs and Rule 144A GDRs” 

and “Summary of Provisions Relating to the Global Depositary Receipts whilst in Master Form”. 

The Offer Price is U.S.$ 12.5 per GDR. 

In the Underwriting Agreement, the Company and the Selling Shareholders have made certain customary 

representations and warranties, including with respect to the Company’s business, the Ordinary Shares and the 

GDRs and the contents of this Offering Memorandum and, in the case of the Selling Shareholders, in relation to 

their title to the respective Ordinary Shares they are selling in the Offering.  

The Joint Bookrunners are offering the GDRs when, as and if delivered to and accepted by them, subject to 

approval of legal matters by their counsel, including the validity of the GDRs and other conditions contained in 

the Underwriting Agreement, such as the receipt by the Joint Bookrunners of officers’ certificates and legal 

opinions.  

The Underwriting Agreement may be terminated upon written notice by the Joint Bookrunners, upon the 

occurrence of certain events, including the suspension or limitation of trading on the Moscow Exchange or breach 

of the representations and warranties to be given by the Company. If the Underwriting Agreement is terminated, 

the Offering will not take place, in which case any allotments already made to investors will be invalidated and 

investors will have no claim for delivery. Claims with respect to any subscription fees already paid and costs 

incurred by an investor in connection with the subscription will be governed solely by the legal relationship 

between the investor and the financial intermediary to which the investor submitted its purchase order. Investors 

who engage in short-selling bear the risk of being unable to satisfy their delivery obligations. 

Stabilisation and Repurchase Option 

In connection with the Offering, VTB Capital plc, acting as a stabilising manager, on behalf of the Joint 

Bookrunners (the “Stabilising Manager”), will procure that a designated market-maker (the “Market-maker”), 

to the extent permitted by applicable laws, regulations and rules of the CBR and/or the Moscow Exchange, effects 

purchases, for stabilisation purposes, of up to 15% of the total number of the GDRs being sold in the Offering, or 

6,000,000 GDRs, on the Moscow Exchange within a period of 30 calendar days from the date of the Offering, 

with a view to supporting the market price of the GDRs at a level higher than that which might otherwise prevail 

in the open market, in accordance with a market-making agreement to be entered between the Company, such 

Market-maker and the Moscow Exchange. 

There will be no obligation on the part of the Stabilising Manager, Market-maker or any person acting on their 

behalf to effect stabilising transactions and there is no assurance that stabilising transactions will be undertaken. 

Such stabilisation, if commenced, may be discontinued at any time without prior notice. Except as required by law 

or regulation, neither the Stabilising Manager, nor Market-maker nor any person acting on their behalf intends to 

disclose the extent of any stabilisation transactions conducted in relation to the Offering. 
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INS Holdings Limited has granted the Stabilising Manager the Repurchase Option to require such Selling 

Shareholders to purchase at the Offer Price any GDRs acquired by the Market-maker as a result of stabilisation 

transactions.  

Dealings Arrangement 

The GDRs have been admitted to listing and trading on the “Level 1” part of the List of Securities Admitted to 

Trading on the Moscow Exchange. Prior to delivery of the GDRs offering in the Offering to respective purchasers, 

it is expected that dealings in the GDRs will commence on an “as-if-and-when-delivered” basis on the Moscow 

Exchange on or about the date of the Offering. All dealings between from the date of the Offering and up until 

delivery will be on an “as-if-and-when delivered” basis and at the risk of the parties concerned. If the Underwriting 

Agreement is terminated and the Offering does not become unconditional, these dealings will be of no effect. The 

GDRs are expected to be delivered and dealings in the GDRs on an unconditional basis are expected to commence 

on the Moscow Exchange on or about such delivery date. It is expected that the GDRs allocated to investors in the 

Offering will take place through the NSD facilities or as otherwise agreed with the Joint Bookrunners through the 

facilities of Euroclear and Clearstream, Luxembourg with respect to the Regulation S GDRs and through the 

facilities of DTC, with respect to the Rule 144A GDRs (in each case the “Relevant CSD”). It is intended that 

settlement of the GDRs allocated to investors will take place by means of crediting the GDRs to relevant depositary 

accounts with the Relevant CSD or a depo account with a depositary that has a depositary account with the 

Relevant CSD. Dealings in advance of the crediting of the relevant account shall be at the risk of the person 

concerned. 

Lock-up Arrangements 

Each of the Company and the Selling Shareholders have agreed that, until the expiry of a period of 180 days after 

the Closing Date, neither it nor any person acting on its behalf will, without the prior written consent of the Joint 

Bookrunners, sell, pledge or encumber Ordinary Shares, GDRs or any other shares of the Company, or, in the case 

of the Company issue any new shares.  

Other relationships 

In connection with the Offering, each of the Joint Bookrunners or any of their respective affiliates, acting as 

investors for their own account(s), may subscribe for or purchase GDRs and in that capacity may retain, purchase, 

sell, offer to sell or otherwise deal for its or their own accounts in such GDRs and other securities of the Company 

or related investments in connection with the Offering or otherwise. Accordingly, references in the Offering 

Memorandum, once published, to the GDRs being issued, offered, subscribed, acquired, placed or otherwise dealt 

in should be read as including any issue or offer to, or subscription, acquisition, placing or dealing by, each of the 

Joint Bookrunners or any of their respective affiliates acting as an investor for its or their own account(s). None of 

the Joint Bookrunners or any of their respective affiliates intend to disclose the extent of any such investment or 

transactions otherwise than in accordance with any legal or regulatory obligations to do so. 

Each of the Joint Bookrunners and any of their respective affiliates may have engaged in transactions with, and 

provided various investment banking, financial advisory and other services for the Company and certain of its 

respective affiliates, for which they would have received customary fees. Each of the Joint Bookrunners and any 

of their respective affiliates may provide such services to the Company and any of its respective affiliates in the 

future. In addition, certain of the Joint Bookrunners and any of their respective affiliates may enter into financing 

arrangements (including swaps or contracts for differences) with investors in connection with which such Joint 

Bookrunners (or their affiliates) may from time to time acquire, hold or dispose of GDRs. 

Brokers 

In connection with the Offering, Public Joint-Stock Company Bank Otkritie Financial Corporation and 

JSC Tinkoff Bank act as broker dealers to purchase GDRs solely pursuant to their respective customer orders and 

in compliance with the selling restrictions set out in “Selling and Transfer Restrictions—Selling Restrictions”. 

Neither Public Joint-Stock Company Bank Otkritie Financial Corporation nor JSC Tinkoff Bank has been 

appointed and/or acts as a Joint Bookrunner. Public Joint-Stock Company Bank Otkritie Financial Corporation 

and JSC Tinkoff Bank will receive a commission of 2% of the aggregate price of the GDRs purchased in the 

Offering by them. 
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SETTLEMENT AND DELIVERY 

Clearing and settlement of GDRs 

Custodial and depositary links have been established between Euroclear, Clearstream, Luxembourg, NSD and 

DTC to facilitate the initial issue of the GDRs offered in the Offering and cross-market transfers of the GDRs 

associated with secondary market trading. 

The Clearing Systems 

NSD 

NSD is the central securities depository of the Russian Federation and is a part of the Moscow Exchange Group. 

NSD is Russia’s national numbering agency and the substitute numbering agency for the CIS and is authorised to 

assign the international ISIN and CFI codes. NSD is a central system for handling securities by law. The status of 

central securities depository was assigned to the NSD by an order of the FSFM on 6 November 2012. NSD holds 

a professional securities market participant licence for depositary activity, a clearing activities licence and a licence 

to perform banking operations. NSD holds securities for participating organisations and facilitates the clearance 

and settlement of securities transactions between its participants through electronic book-entry changes in accounts 

of such participants. NSD participants are financial institutions, including underwriters, securities brokers and 

dealers, banks, clearing corporations and certain other organisations and entities. Access to NSD is also available 

to other organisations and entities which clear through or maintain a custodial relationship with an NSD participant, 

either directly or indirectly. 

Euroclear and Clearstream, Luxembourg 

Euroclear and Clearstream, Luxembourg each hold securities for participating organisations and facilitate the 

clearance and settlement of securities transactions between their respective participants through electronic book-

entry changes in accounts of such participants. Euroclear and Clearstream, Luxembourg provide to their respective 

participants, among other things, services for safekeeping, administration, clearance and settlement of 

internationally-traded securities and securities lending and borrowing. Euroclear and Clearstream, Luxembourg 

participants are financial institutions throughout the world, including underwriters, securities brokers and dealers, 

banks, trust companies, clearing corporations and certain other organisations. Euroclear and Clearstream, 

Luxembourg have established an electronic bridge between their two systems across which their respective 

customers may settle trades with each other. Indirect access to Euroclear or Clearstream, Luxembourg is also 

available to others, such as banks, brokers, dealers and trust companies, which clear through or maintain a custodial 

relationship with a Euroclear or Clearstream, Luxembourg participant, either directly or indirectly. 

Distributions of dividends and other payments with respect to book-entry interests in the GDRs held through 

Euroclear or Clearstream, Luxembourg will be credited, to the extent received by the Depositary, to the cash 

accounts of Euroclear or Clearstream, Luxembourg participants in accordance with the relevant system’s rules and 

procedures. 

DTC 

DTC is a limited-purpose trust company organised under the laws of the State of New York, a “banking 

organisation” within the meaning of the New York Banking Law, a member of the United States Federal Reserve 

System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a “clearing 

agency” registered pursuant to the provisions of Section 17A of the Exchange Act. DTC holds securities for DTC 

participants and facilitates the clearance and settlement of securities transactions between DTC participants 

through electronic computerised book-entry changes in DTC participants’ accounts. DTC participants include 

securities brokers and dealers, banks, trust companies, clearing corporations and certain other organisations. 

Indirect access to the DTC system is also available to others such as securities brokers and dealers, banks and trust 

companies that clear through or maintain a custodial relationship with a DTC participant, either directly or 

indirectly. 

Holders of book-entry interests in the GDRs holding through DTC will receive, to the extent received by the 

Depositary, all distributions of dividends or other payments with respect to book-entry interests in the GDRs from 

the Depositary through DTC and DTC participants. Distributions in the United States will be subject to relevant 

tax laws and regulations of the United States. See “Taxation—United States Tax Considerations”. 

As DTC can act on behalf of DTC direct participants only, who in turn act on behalf of DTC indirect participants, 

the ability of beneficial owners who are indirect participants to pledge book-entry interests in the GDRs to persons 

or entities that do not participate in DTC, or otherwise take actions with respect to book-entry interests in the 

GDRs, may be limited. 
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Registration and form of GDRs 

Book-entry interests in the GDRs held through Euroclear and Clearstream, Luxembourg will be represented by a 

Master Regulation S GDR registered in the name of The Bank of New York Depository (Nominees) Limited, as 

nominee for The Bank of New York Mellon, London Branch, as common depositary for Euroclear and 

Clearstream, Luxembourg. Book-entry interests in the GDRs held through DTC will be represented by a Master 

Rule 144A GDR registered in the name of Cede & Co., as nominee for DTC, which will be held by The Bank of 

New York Mellon in New York as custodian for DTC. As necessary, the Depositary will adjust the amounts of 

GDRs on the relevant register to reflect the amounts of GDRs held through Euroclear, Clearstream, Luxembourg 

and DTC, respectively. Beneficial ownership in the GDRs will be held through financial institutions, including 

NSD, as direct and indirect participants in Euroclear, Clearstream, Luxembourg and DTC.  

The aggregate holdings of book-entry interests in the GDRs in Euroclear, Clearstream, Luxembourg, DTC and 

NSD will be reflected in the book-entry accounts of each such institution. Euroclear, Clearstream, Luxembourg, 

DTC and NSD, as the case may be, and every other intermediate holder in the chain to the beneficial owner of 

book-entry interest in the GDRs, will be responsible for establishing and maintaining accounts for their participants 

and customers having interests in the book-entry interests in the GDRs. The Depositary will be responsible for 

maintaining a record of the aggregate holdings of GDRs registered in the name of the common depositary for 

Euroclear and Clearstream, Luxembourg and the nominee for DTC. The Depositary will be responsible for 

ensuring that payments received by it from the Company for holders holding through Euroclear or Clearstream, 

Luxembourg are credited to Euroclear or Clearstream, Luxembourg as the case may be, and the Depositary will 

also be responsible for ensuring that payments received by it from the Company for holders holding through DTC 

are received by DTC. 

The Company will not impose any fees in respect of the GDRs; however, holders of book-entry interests in the 

GDRs may incur fees normally payable in respect of the maintenance and operation of accounts in Euroclear, 

Clearstream, Luxembourg, DTC or NSD and certain fees and expenses payable to the Depositary in accordance 

with the terms and conditions of the GDRs. See “Terms and Conditions of the Global Depositary Receipts”. 

Global clearance and settlement procedures 

Initial settlement 

The GDRs will be in global form evidenced by the two Master GDRs. Purchasers of book-entry interests in the 

GDRs through NSD will be conducted in accordance with the normal rules and operating procedures of NSD and 

will be settled using the usual procedures applicable to depositary receipts. Purchasers electing to hold book-entry 

interests in the GDRs through Euroclear or Clearstream, Luxembourg accounts will follow the settlement 

procedures applicable to depositary receipts. DTC participants acting on behalf of purchasers electing to hold 

book-entry interests in the GDRs through DTC will follow the delivery practices applicable to depositary receipts. 

If delivery does not take place as planned or at all, the Offering may be withdrawn, in which case all subscriptions 

for the GDRs will be disregarded, any allotments made will be deemed not to have been made and any subscription 

payments made will be returned without interest or other compensation and transactions in the GDRs on Moscow 

Exchange may be annulled. Any transactions in the GDRs prior to delivery are at the sole risk of the parties 

concerned. A restriction on short sales may be established with respect to the on-exchange trading of the Rule 

144A GDRs. The Company and the Joint Bookrunners do not accept responsibility or liability towards any person 

as a result of the withdrawal of the Offering or the (related) annulment of any transactions in the GDRs. 

Secondary market trading 

For a description of the transfer restrictions relating to the GDRs, see “Selling and Transfer Restrictions”. 

Trading between NSD Participants 

Secondary market sales of book-entry interests in the GDRs held through NSD to purchasers of book-entry 

interests in the GDRs through NSD will be conducted in accordance with the normal rules and operating 

procedures of NSD and will be settled using the usual procedures applicable to depositary receipts. 

Trading between NSD Seller and Euroclear/Clearstream, Luxembourg Purchaser 

When book-entry interests in the GDRs are to be transferred from the account of an NSD participant to the account 

of a Euroclear or Clearstream, Luxembourg participant, the NSD participant must submit a delivery free of 

payment or a delivery versus payment instruction to the NSD at least one business day prior to the settlement date. 

In case of delivery free of payment, separate payment arrangements are required to be made between the NSD 

participant and the relevant Euroclear or Clearstream, Luxembourg participant, as the case may be. On the 

settlement date, NSD will debit the account of its participant, and Euroclear or Clearstream, Luxembourg, as the 

case may be, will debit the account of NSD with Euroclear or Clearstream, Luxembourg, as the case may be, and 
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will credit the account of its participant, and will deliver such book-entry interests in the GDRs free of payment or 

versus payment to the relevant account of the Euroclear or Clearstream, Luxembourg participant. 

Trading between Euroclear/Clearstream, Luxembourg Seller and NSD Purchaser 

When book-entry interests in the GDRs are to be transferred from the account of a Euroclear or Clearstream, 

Luxembourg participant to the account of an NSD participant, the Euroclear or Clearstream, Luxembourg 

participant must submit a delivery free of payment or a delivery versus payment instruction to Euroclear or 

Clearstream, Luxembourg, as the case may be, at least one business day prior to the settlement date. In case of 

delivery free of payment, separate payment arrangements are required to be made between the NSD participant 

and the relevant Euroclear or Clearstream, Luxembourg participant, as the case may be. On the settlement date, 

Euroclear or Clearstream, Luxembourg, as the case may be, will debit the account of its participant and will credit 

the account of NSD with Euroclear or Clearstream, Luxembourg, as the case may be, and will deliver such book-

entry interests in the GDRs free of payment or versus payment to the account of NSD with Euroclear or 

Clearstream, Luxembourg, as the case may be, for further transfer to the relevant NSD participant. 

Trading between NSD Seller and DTC Purchaser 

When book-entry interests in the GDRs are to be transferred from the account of an NSD participant to the account 

of a DTC participant, the NSD participant must submit a delivery free of payment or a delivery versus payment 

instruction to the NSD at least one business day prior to the settlement date. In case of delivery free of payment, 

separate payment arrangements are required to be made between the NSD participant and the relevant Euroclear 

or Clearstream, Luxembourg participant, as the case may be. On the settlement date, NSD will debit the account 

of its participant, and Euroclear or Clearstream, Luxembourg, as the case may be, will debit the account of NSD 

with Euroclear or Clearstream, Luxembourg, as the case may be, and will instruct the Depositary to instruct DTC 

to credit the relevant account of Euroclear or Clearstream, Luxembourg, as the case may be, and will deliver such 

book-entry interests in the GDRs free of payment or versus payment to the relevant account of the DTC participant. 

In addition, Euroclear or Clearstream, Luxembourg, as the case may be, will on the settlement date instruct the 

Depositary to (i) decrease the amount of the book-entry interests in the GDRs registered in the name of the common 

nominee and represented by the Regulation S Master GDR and (2) increase the amount of the book-entry interests 

in the GDRs registered in the name of a nominee for DTC and represented by the Rule 144A Master GDR. 

Trading between DTC Seller and NSD Purchaser 

When book-entry interests in the GDRs are to be transferred from the account of a DTC participant to the account 

of an NSD participant, the DTC participant must send a delivery free of payment or a delivery versus payment 

instruction to DTC at least one business day prior to the settlement date. DTC will, in turn, transmit such instruction 

to Euroclear or Clearstream, Luxembourg, as the case may be, and Euroclear or Clearstream, Luxembourg, as the 

case may be, will transmit it to NSD on the settlement date. In case of delivery free of payment, separate payment 

arrangements are required to be made between the DTC participant and the NSD participant. On the settlement 

date, DTC will debit the account of its participant and will instruct the Depositary to instruct Euroclear or 

Clearstream, Luxembourg, as the case may be, to credit the account of NSD with Euroclear or Clearstream, 

Luxembourg, as the case may be, for further credit to the relevant NSD participant. In addition, DTC will on the 

settlement date instruct the Depositary to (i) decrease the amount of the book-entry interests in the GDRs registered 

in the name of the nominee for DTC and represented by the Rule 144A Master GDR and (ii) increase the amount 

of the book-entry interests in the GDRs registered in the name of the common nominee for Euroclear and 

Clearstream, Luxembourg and represented by the Regulation S Master GDR. 

Trading between Euroclear and Clearstream, Luxembourg participants 

Secondary market sales of book-entry interests in the GDRs held through Euroclear or Clearstream, Luxembourg 

to purchasers of book-entry interests in the GDRs through Euroclear or Clearstream, Luxembourg will be 

conducted in accordance with the normal rules and operating procedures of Euroclear or Clearstream, Luxembourg 

and will be settled using the normal procedures applicable to depositary receipts. 

Trading between DTC participants 

Secondary market sales of book-entry interests in the GDRs held through DTC will occur in the ordinary way in 

accordance with DTC rules and will be settled using the procedures applicable to depositary receipts, if payment 

is effected in U.S. dollars, or free of payment, if payment is not effected in U.S. dollars. Where payment is not 

effected in U.S. dollars, separate payment arrangements outside DTC are required to be made between the DTC 

participants. 
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Trading between DTC seller and Euroclear/Clearstream, Luxembourg purchaser 

When book-entry interests in the GDRs are to be transferred from the account of a DTC participant to the account 

of a Euroclear or Clearstream, Luxembourg participant, the DTC participant must send to DTC a delivery free of 

payment instruction at least two business days prior to the settlement date. DTC will in turn transmit such 

instruction to Euroclear or Clearstream, Luxembourg, as the case may be, on the settlement date. Separate payment 

arrangements are required to be made between the DTC participant and the relevant Euroclear or Clearstream, 

Luxembourg participant. On the settlement date, DTC will debit the account of its DTC participant and will instruct 

the Depositary to instruct Euroclear or Clearstream, Luxembourg, as the case may be, to credit the relevant account 

of the Euroclear or Clearstream, Luxembourg participant, as the case may be. In addition, on the settlement date, 

DTC will instruct the Depositary to (i) decrease the amount of book-entry interests in the GDRs registered in the 

name of a nominee for DTC and represented by the Master Rule 144A GDR and (ii) increase the amount of book-

entry interests in the GDRs registered in the name of the common nominee for Euroclear and Clearstream, 

Luxembourg and represented by the Master Regulation S GDR. 

Trading between Euroclear/Clearstream, Luxembourg seller and DTC purchaser 

When book-entry interests in the GDRs are to be transferred from the account of a Euroclear or Clearstream, 

Luxembourg participant to the account of a DTC participant, the Euroclear or Clearstream, Luxembourg 

participant must send to Euroclear or Clearstream, Luxembourg a delivery free of payment instruction at least one 

business day prior to the settlement date. Separate payment arrangements are required to be made between the 

DTC participant and the relevant Euroclear or Clearstream, Luxembourg participant, as the case may be. On the 

settlement date, Euroclear or Clearstream, Luxembourg, as the case may be, will debit the account of its participant 

and will instruct the Depositary to instruct DTC to credit the relevant account of Euroclear or Clearstream, 

Luxembourg, as the case may be, and will deliver such book-entry interests in the GDRs free of payment to the 

relevant account of the DTC participant. In addition, Euroclear or Clearstream, Luxembourg, as the case may be, 

shall on the settlement date instruct the Depositary to (i) decrease the amount of the book-entry interests in the 

GDRs registered in the name of the common nominee and evidenced by the Master Regulation S GDR and 

(ii) increase the amount of the book-entry interests in the GDRs registered in the name of a nominee for DTC and 

represented by the Master Rule 144A GDR. 

General 

Although the foregoing sets forth the procedures of NSD, Euroclear, Clearstream, Luxembourg and DTC in order 

to facilitate the transfers of interests in the GDRs among participants of NSD, Euroclear, Clearstream, Luxembourg 

and DTC, none of NSD, Euroclear, Clearstream, Luxembourg or DTC are under any obligation to perform or 

continue to perform such procedures, and such procedures may be discontinued at any time. 

None of the Group, the Joint Bookrunners, the Depositary, the Custodian or their respective agents will have any 

responsibility for the performance by NSD, Euroclear, Clearstream, Luxembourg or DTC or their respective 

participants of their respective obligations under the rules and procedures governing their operations. 
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INFORMATION RELATING TO THE DEPOSITARY 

The Depositary is The Bank of New York Mellon. The Depositary is an entity established in the State of New York, 

and is a state-chartered New York banking corporation and a member of the United States Federal Reserve System, 

subject to regulation and supervision principally by the United States Federal Reserve Board and the New York State 

Department of Financial Services. The Bank of New York Mellon was constituted in 1784 in the State of New York. 

It is a wholly owned subsidiary of The Bank of New York Mellon Corporation, a Delaware bank holding company. 

The Depositary’s principal executive offices are located at 240 Greenwich Street, New York, New York 10286.
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LEGAL MATTERS 

Certain legal matters in connection with the Offering will be passed upon for the Group with respect to the laws 

of England, the Russian Federation and the United States by Freshfields Bruckhaus Deringer LLP and with respect 

to Cypriot law by Dr. K. Chrysostomides & Co LLC. Certain legal matters in connection with the Offering will 

be passed upon for the Joint Bookrunners with respect to the laws of England and the United States by White & 

Case LLP, with respect to the laws of the Russian Federation by White & Case LLC, and with respect to Cypriot 

law by Chrysses Demetriades & Co LLC. 
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INDEPENDENT AUDITORS 

The Group’s financial statements included in this Offering Memorandum, have been audited by Deloitte Limited, 

Certified Public Accountants and Registered Auditors. The address of Deloitte Limited is 24 Spyrou Kyprianou 

Avenue, 1075 Nicosia, Cyprus.
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GLOSSARY OF TECHNICAL TERMS 

In this Offering Memorandum, unless the context otherwise requires, the following words and expressions have 

the following meanings. 

Term Description 

“2019 Financial Statements” the audited consolidated financial statements of the Group as at and for 

the year ended 31 December 2019, which comprise the consolidated 

statement of financial position, and the consolidated statements of 

profit or loss and other comprehensive income, changes in equity and 

cash flow and the related notes to the consolidated financial statements 

“2020 Financial Statements” the audited consolidated financial statements of the Group as at and for 

the year ended 31 December 2020, which comprise the consolidated 

statement of financial position, and the consolidated statements of 

profit or loss and other comprehensive income, changes in equity and 

cash flow and the related notes to the consolidated financial statements 

“Advertising Law” Federal Law No. 38-FZ “On Advertising” dated 13 March 2006, as 

amended 

“ALOS” average length of stay in hospitals 

“Annual Financial Statements” the 2020 Financial Statements and the 2019 Financial Statements 

“APMs” alternative performance measures 

“ASR” age-standardised rates 

“BEPS” Base Erosion and Profit Shifting initiative 

“BFS” biofeedback system 

“Board of Directors” the Company’s board of directors 

“CAATSA” Countering America’s Adversaries through Sanctions Act  

“CAGR” compound annual growth rate 

“CbCR” country-by-country reporting 

“CBR” Central Bank of Russia 

“CEO” Chief Executive Officer 

“CFO” Chief Financial Officer 

“Circular” Cypriot tax technical circular dated 30 June 2017 

“CIS” Commonwealth of Independent States 

“CISA” Swiss Federal Act on Collective Investment Schemes 

“Clearstream, Luxembourg” Clearstream Banking, société anonyme  

“Closing Date” On or about 19 July 2021 

“CO” the Swiss Code of Obligations 

“COB Module” DFSA Rulebook Conduct of Business Module 

“Company” United Medical Group CY PLC 

“Competition Law” Federal Law No. 135-FZ “On the Protection of Competition” dated 26 

July 2006, as amended 

“Concession Agreement” a concession agreement with the Moscow City government for the 

reconstruction of the International Oncology Centre in Moscow 

“Conditions” the terms and conditions of the GDRs 
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Term Description 

“controlling person” any person who holds the power to determine a company’s actions, 

including the right to direct the actions of officers or executives of a 

company 

“Corporations Act” Corporations Act 2001 

“CT” computed tomography 

“Custodian” The Bank of New York Mellon in New York, in its capacity as 

custodian 

“Cyprus Takeover Law” Cypriot Takeover Directive by Law No. 41(I)/2007 (as amended) 

“Defence Tax” Special Contribution for the Defence Fund of the Republic Law 

“Deposit Agreement” deposit agreement between the Company and the Depositary dated 8 

June 2021 

“Depositary” The Bank of New York Mellon, in its capacity as depositary 

“DFSA” Dubai Financial Services Authority 

“Distribution of Pharmaceutical 

Products Law” 

Federal Law No. 61-FZ “On Distribution of Pharmaceutical Products” 

dated 12 April 2010, as amended 

“DRG” diagnosis-related groups 

“DTC” The Depository Trust Company 

“ECG” electrocardiogram 

“ECSTO” European Clinic of Sports Traumatology and Orthopaedics 

“EEA” European Economic Area 

“ELR” experimental legal regimes 

“ENT” ear, nose, and throat 

“Environmental Protection Law” Federal Environmental Protection Law No. 7-FZ dated 10 January 

2002, as amended 

“ESMA” the European Securities and Markets Authority 

“EU Prospectus Regulation” Regulation (EU) 2017/1129, as amended  

“EU”  the European Union 

“Euroclear” Euroclear Bank S.A./N.V. 

“Exchange Act” the U.S. Securities Exchange Act of 1934 

“Exchange Act” the U.S. Securities Exchange Act of 1934, as amended 

“Exempt Investors” persons who are “sophisticated investors” (within the meaning of 

section 708(8) of the Corporations Act, to “professional investors” 

(within the meaning of section 708(11) of the Corporations Act) and/or 

otherwise pursuant to one of more exemptions contained in section 708 

of the Corporations Act 

“FAS” Federal Antimonopoly Service of Russia 

“FDIC” U.S. Federal Deposit Insurance Corporations 

“Federal Law No. 127-FZ” Federal Law No. 127-FZ “On measures of affect (counteraction) in 

connection with unfriendly actions of the United States and/or other 

foreign states” dated 4 June 2018 

“FIEL” Japanese Final Instruments and Exchange Law, as amended 

“Financial Statements” the Annual Financial Statements and the Interim Financial Statements 
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Term Description 

“Foreign Investments Law” Federal Law No. 160-FZ “On Foreign Investments in the Russian 

Federation” dated 9 July 1999 

“Foreign Investor” foreign investor, which is defined as a foreign entity or individual 

(including Russian individuals with foreign citizenship) or an entity, no 

matter Russian or foreign, which is directly and indirectly controlled by 

any such foreign entity or individual 

“FSA” the UK Financial Services Authority 

“FSMA” the Financial Services and Markets Act 2000 

“GDP” Gross Domestic Product 

“GDRs” global depositary receipts  

“GHS” the Cyprus General Healthcare System 

“Government Commission” Government Commission for Control over Foreign Investments in the 

Russian Federation chaired by the Prime Minister 

“Group” the Company and its consolidated subsidiaries 

“Healthcare Law” Federal Law No. 323-FZ “On Fundamentals of People’s Healthcare in 

the Russian Federation” dated 21 November 2011, as amended 

“IAS” International Accounting Standards 

“ICSI” intracytoplasmic sperm injection 

“ICT” Information & Communication Technology 

“ICU” intensive care units 

“IFC” the International Finance Corporation 

“IFRS” International Financial Reporting Standards 

“IGFTs” intra-group financing transactions 

“IMF” the International Monetary Fund 

“IMSI” intracytoplasmic morphologically selected sperm injection 

“Interim Financial Statements” the unaudited consolidated interim condensed financial statements of 

the Group as at and for the three months ended 31 March 2021, which 

comprise the consolidated interim condensed statement of financial 

position, and the consolidated interim condensed statements of profit or 

loss and other comprehensive income, changes in equity, and cash flow 

and the related notes to the consolidated interim condensed financial 

statements 

“ISO” International Organisation for Standardisation 

“IVF” in-vitro fertilisation 

“Japanese Person” any person resident in Japan, including any corporation or other entity 

organised under the laws of Japan 

“JCI” Joint Commission International 

“Joint Bookrunners” Citigroup Global Markets Limited, J.P. Morgan AG and VTB Capital 

plc 

“KPI” key performance indicators 

“Labour Code” Russian Labour Code No. 197-FZ dated 30 December 2001, as 

amended 

“Land Code” Land Code of Russia No. 136-FZ dated 25 October 2001, as amended 
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Term Description 

“Licensing Law” Federal Law No. 99-FZ “On Licensing Certain Types of Activity” 

dated 4 May 2011, as amended 

“Master GDRs” the Master Regulation S GDR together with the Master Rule 144A 

GDR 

“Master Regulation S GDR” the master Regulation S GDR evidencing the Regulation S GDRs 

“Master Rule 144A GDR” the master Rule 144A GDR evidencing the Rule 144A GDRs 

“Medical Waste Resolution” Resolution No. 3 of the Chief State Sanitary Doctor of Russia “Sanitary 

and epidemiological requirements for the maintenance of the territories 

of urban and rural settlements, for water bodies, drinking water and 

drinking water supply, atmospheric air, soils, living quarters, the 

operation of industrial, public premises, the organisation and 

implementation of sanitary and anti-epidemic (preventive) measures” 

dated 28 January 2021 

“MHI” the mandatory health insurance 

“MiFID II Product Governance 

Requirements” 

MiFID II, Articles 9 and 10 of Commission Delegated Directive (EU) 

2017/593 supplementing MiFID II and local implementing measures 

“MiFID II” EU Directive 2014/65/EU on markets in financial instruments, as 

amended 

“MIMC” Moscow International Medical Cluster 

“MLI” Multilateral Convention to Implement Tax Treaty Related Measures to 

Prevent Base Erosion and Profit Shifting 

“MOH” Russian Ministry of Health 

“MRI” Magnetic resonance imaging 

“NEO Center Report” a report dated 23 May 2021 prepared by NEO Center at the request of 

the Group 

“NEO Center” NEO Center 

“NI 33-105” National Instrument 33-105 Underwriting Conflicts 

“NPS” net promoter score. The Group calculates NPS by subtracting the 

percentage of customers who are detractors (1 to 8 score provided) from 

the percentage who are promoters (9 to 10 score provided). 

“OECD” Organisation for Economic Co-operation and Development 

“OFAC” Treasury’s Office of Foreign Assets Control 

“Offer of Securities Regulation” the Regulation of the Offering and Issuance of Stocks of Public Joint 

Stock Companies issued by the SCA (as amended) 

“Offer Price” the offer price of the Offering 

“offer within the EEA of the GDRs” the communication in any form and by any means of sufficient 

information on the terms of the offer and any GDRs to be offered so as 

to enable an investor to decide to purchase or subscribe for the GDRs 

“Offering” Offering of up to 40,000,000 GDRs 

“Offering Memorandum” This offering memorandum to be dated on or about 15 July 2021 

“oMIS” unified medical information system 

“Order” the Financial Services and Markets Act 2000 (Financial Promotion) 

Order 2005 

“Ordinary Shares” ordinary shares of the Company, each with a nominal value of 

U.S.$ 0.0004 
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Term Description 

“Repurchase Option” option exercisable within 30 days of the announcement of the Offer 

Price to purchase up to 6,000,000 Option GDRs at the Offer Price, 

Shareholders to purchase the Option GDRs at the Offer Price with a 

view to supporting the market price of the GDRs at a level higher than 

that which might otherwise prevail in the open market 

“PET” positron emission tomography 

“PGD” preimplantation diagnosis 

“PPP Law” Federal Law No. 115-FZ “On Concession Agreements” dated 

21 July 2005 and Federal Law No. 224-FZ “On Public-Private 

Partnerships and Municipal-Private Partnerships in the Russian 

Federation and Amending Certain Russian Federation Legal 

Regulations” dated 13 July 2015 

“PPP” public-private-partnership 

“Protocol” the Protocol on Amendments to the Russia-Cyprus Tax Treaty 

“QIBs” Qualified institutional buyers 

“Qualified Investor” a “qualified investor” within the meaning of Article 2(e) of the Prospectus 

Regulation (including any relevant implementing measure in such EEA 

Member State) 

“Regulation S GDRs” the GDRs offered and sold outside the United States. 

“Regulation S Offering” GDRs offering outside the United States 

“Regulation S” Regulation S under the Securities Act 

“Relevant Persons” high net worth entities, and other persons to whom it may lawfully be 

communicated, falling within Article 49(2)(a) to (d) of the Order 

“Relevant State” each member state of the EEA 

“Restricted Period” a period of 40 days after the last closing date of this Offering 

“RFA” radiofrequency ablation 

“Risk Factors” risk factors beginning on page 6 

“ROIC” Return on invested capital 

“Rosprirodnadzor” Federal Service for the Supervision of the Use of Natural Resources 

“Rosstat” Russian Federal State Statistics Service 

“Rostekhnadzor” Federal Service for Environmental, Technological and Nuclear 

Supervision 

“Roszdravnadzor” Federal Service for the Supervision of Healthcare 

“Rule 144A GDRs” the GDRs offered and sold into the United States 

“Rule 144A Offering” GDRs offering into the United States 

“Rule 144A” Rule 144A under the U.S. Securities Act of 1933, as amended 

“Russia-Cyprus Tax Treaty” the Agreement between the Russian government and the government of 

the Republic of Cyprus for the Avoidance of Double Taxation with 

respect to Taxes on Income and on Capital dated 5 December 1998 

“Russian Civil Code” the Russian Civil Code, as amended 

“Russian QIs” any persons in the Russian Federation who are not “qualified investors” 

within the meaning of Article 51.2 of the Federal Law No. 39-FZ “On 

the Securities Market” dated 22 April 1996, as amended 
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Term Description 

“Safety Law” Federal Law No. 116-FZ “On the Industrial Safety of Dangerous 

Industrial Facilities” dated 21 July 1997, as amended 

“SBRT” Stereotactic Body Radiotherapy 

“SCA” the Securities and Commodities Authority of the UAE 

“SDN List” List of Specially Designated Nationals and Blocked Persons 

“Section 241 Report” Section 241 of the CAATSA  

“Securities Act” the U.S. Securities Act of 1933, as amended 

“Selling and Transfer Restrictions” selling and transfer restrictions in certain jurisdictions that the GDRs 

are subject to 

“Selling Shareholders” Cinnabar Industries Limited, Greenleas International Holdings Ltd, 

Hiolot Holdings Limited, INS Holdings Limited, Klearskies 

Management Limited and Zabala Services Limited 

“SIX” SIX Swiss Exchange 

“SPECT” single-photon emission computerised tomography 

“SPRS” service for personal regeneration of skin 

“SRS” Stereotactic Radiosurgery 

“Stabilising Manager” VTB Capital plc 

“Strategic Company” A Russian legal entity which is engaged in any activities which are of 

strategic importance for the defence of the country and the security of 

the state which are listed in Article 6 of the Strategic Investment Law 

“Strategic Investments Law” Federal Law No. 57-FZ “On the Procedure for Making Foreign 

Investments in Business Entities of Strategic Importance for the 

Defence of the Country and the Security of the State” dated 29 April 

2008 

“Subsequently Issued Shares” Ordinary Shares issued after the date of Admission 

“Takeover Directive” Directive 2004/25/EC of the Parliament and Council of the European 

Union dated 21 April 2004 on takeover bids 

“Target Market Assessment” distribution through all distribution channels as are permitted by MiFID 

II 

“Tax Code” Tax Code of Russia 

“Telemedicine Law” Federal Law No. 242-FZ “On Amending Certain Legislative Acts of 

the Russian Federation Concerning Application of Information 

Technologies in Healthcare” dated 29 July 2017 

“THE” Total Health Expenditure 

“Trade Union Law” Federal Trade Unions, Their Rights and Guaranties of Their Activity 

Law No. 10-FZ dated 12 January 1996, as amended 

“UAE” the United Arab Emirates 

“UK Product Governance 

Requirements” 

product governance requirements of Chapter 3 of the FCA Handbook 

Product Intervention and Product Governance Sourcebook 

“UK Prospectus Regulation” Regulation (EU) 2017/1129 as it forms part of United Kingdom 

domestic law by virtue of the European Union (Withdrawal Act) 2018 

“UK Target Market Assessment” distribution through all permitted distribution channels 

“Underwriting Agreement” an underwriting agreement to be dated on or about 15 July 2021 

between the Company, the Selling Shareholders and the Joint 

Bookrunners 
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Term Description 

“VAT” value added tax 

“VHI” the voluntary medical insurance 

“VMP” the high-tech medical services 

“WHO” World Health Organisation 

“WHTs” Cypriot withholding taxes 

“Wound Up Company” a wound up (bankrupt) company under Cypriot insolvency laws 
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1. RUSSIAN MACROECONOMIC OVERVIEW – RUSSIA AND THE 
MOSCOW REGION 

1.1. Population dynamics 

 

Russia is the largest country globally by area (17.1 million sq. km) and had a population of 146.2 million 

as of January 2021, of which c. 75% live in urban areas. The population is unevenly distributed 

geographically, with over 70% of people living in the European part of Russia representing 20.8% of the 

country's territory. 

 

Between 2015-2020, declining birth rates impacted Russia's demographics. According to the Federal 

State Statistics Service (Rosstat), the total population decreased by c. 577.6 thousand at the beginning 

of 2021 compared to 2020. 

 

The Moscow Region (Moscow and Moscow Oblast) accounted for 13.9% of the total Russian population 
in 2020. The region is the center of Russia's economic activity and demonstrates higher than average 

demographic growth; the population grew by approximately 1 million in 2014-2019 (+5.2%), reaching 

20.2 million by the end of 2019.  

Table 1. Key Demographics Indicators in Select Countries 

Country 

Total 

population, 

million 
(2020) 

Natural population growth indicators 
 (average in 2015-2020) 

Population age 
distribution (2020) 

Crude birth 
rate 

(per 1,000 
population) 

Crude death 
rate  

(per 1,000 
population) 

Fertility 
rate, 

children per 
woman 

Aged 
under 
15 (%)  

Aged 
over 

60 (%) 

Median 
age 

(years)  

Russia 146.7 11.7 12.6 1.6 19 25 40 

Moscow 12.7 11.1 9.7 1.6 15 27 43 

Moscow 

Oblast 
7.7 11.8 12.5 1.4 18 24 40 

Brazil 211.4 14.1 6.4 1.74 21 14 33 

Turkey 84.3 16.2 5.4 2.1 24 13 32 

Germany 83.8 9.4 11.2 1.6 14 29 46 

Thailand 69.8 10.5 7.6 1.5 17 19 40 

UK 67.9 11.5 9.4 1.8 18 24 40 

South 

Africa 
59.3 20.7 9.5 2.4 29 9 28 

South 
Korea 

51.3 7.4 5.9 1.1 13 23 44 

Poland 37.8 9.9 10.1 1.4 15 26 42 

Malaysia 32.4 16.8 5.1 2.0 23 11 30 

UAE 9.9 10.4 1.5 1.4 15 3 33 

Israel 8.7 20.4 5.3 3.0 28 16 30 

Georgia 4.0 13.6 12.8 2.1 20 21 38 

        
Notes: 

• All figures are rounded. 
• For Moscow and Moscow Oblast data on fertility rate – average in 2015-2019. 

Source: Rosstat; United Nations, Department of Economic and Social Affairs, Population Division (2020). World 
Population Prospects 2020. 
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Table 2. Natural Population Dynamics, Russia and Moscow Region, 2015-2020 

 2015 2016 2017 2018 2019 2020 

Total population, million 

(end of year) 
      

Russia 146.3 146.5 146.8 146.9 146.8 146.7 

Moscow Region 19.4 19.6 19.8 20.0 20.2 20.4 

Number of births, 

thousand 

     
 

Russia 1,944.1 1,893.3 1,689.9 1,604.6 1,484.5 1,435.8 

per 1,000 people 13.3 12.9 11.5 10.9 10.1 9.8 

Moscow Region 237.1 242.1 222.8 215.9 210.1 202.6 

per 1,000 people 12.2 12.3 11.2 10.8 10.4 9.9 

Number of deaths 
     

 

Russia 1,911.4 1,887.9 1,824.3 1,827.8 1,800.7 2,124.5 

per 1,000 people 13.1 12.9 12.4 12.4 12.3 14.5 

Moscow Region 216.3 219.2 210.7 214.0 212.6 261.1 

per 1,000 people 11.1 11.2 10.6 10.7 10.5 12.8 

Natural population 
growth, thousand persons 

     
 

Russia 32.7 5.3 -134.5 -223.2 -316.2 -688.7 

Moscow Region 20.8 22.9 12.1 1.9 -2.5 -58.5 

Source: Rosstat. 

 

With demographic pitfall in the 1990s, Russia is entering a phase of demographic decline as the 1990s 
generation reaches the typical age of parenthood. A natural decrease in the population is expected over 

the next ten years, partially offset by immigration, primarily from CIS countries. Overall, the Russian 

population is forecast to fall dramatically by 2036 (decrease by c. 3.7 million people).  

Figure 1. Population Forecast, Russia and Moscow Region, 2021-2036 

 

Notes:  
1) Average population for the whole year. 

126,1 125,9 125,6 125,3 124,9 124,5 124,1 123,7 123,3 123,0 122,6 122,3 122,0 121,8 121,5 121,3

20,5 20,6 20,8 20,9 21,0 21,0 21,1 21,2 21,2 21,3 21,4 21,4 21,5 21,5 21,6 21,6

146,7 146,5 146,4 146,1 145,9 145,5 145,2 144,9 144,6 144,3 144,0 143,7 143,5 143,3 143,1 143,0

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Other regions Moscow Region
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2) Medium variant of the forecast. 
Source: Rosstat (data from 3 June 2020 demographic forecast update), NEO Center analysis. 

 

At the same time, the population of Russia is aging rapidly, as in many other developed countries. In 

the last ten years, life expectancy at birth in Russia has increased by 4.5 years, from 68.8 years in 2009 
to 73.3 years in 2019. In the next decade, life expectancy is forecast to increase by three years and 

exceed 77 years by 2030.  
 

The proportion aged over 60 is expected to grow to 25.4% in 2030. The growth of the elderly population 

will cause an additional strain on the healthcare system and increase demand for healthcare services. 
 

Figure 2. Population Aged over 60, Russia, 2008-2030 

 

Note: For 2008-2020 – population as of 1 January, for 2021-2030 - the average population per year. 
Source: Rosstat, NEO Center analysis. 
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Figure 3. Life Expectancy, Russia and Moscow Region, 2008-2030 

 

Note: Medium variant of the forecast. 
Source: Rosstat. 
 

The government is adopting policies to address demographic challenges by introducing a range of 

stimulus programs: 

• Maternity capital program. In 2020, the government extended the maternity capital program 
(first launched in 2007) for another six years until the end of 2026. The program offers a financial 

incentive - a certificate of c. RUB 483,800 (USD ~6,300) for the first child and additional RUB 
155,500 (USD ~2,030) for second or third child1. This sum can be used as a mortgage deposit, 

improve living conditions, or cover a child's education expenses.  

• Mortgage subsidies for families with second or third children. This program was 

launched in 2018 and provided state-subsidized mortgages. As a result, the interest rate cannot 
exceed 6%. This initiative is expected to benefit 500,000 families over the next five years2. 

• Monthly payments for firstborn children. In 2018, the government issued child benefit 

payments for firstborn children up to 18 months old. In 2020, the minimum payment in Russia 

was c. RUB 6,752, while the maximum payment was - c. RUB 29,6003. 

1.2. Macroeconomic overview 

Russia is the 11th largest economy globally in terms of GDP, followed by Australia, Brazil, and Spain. In 
terms of Purchasing Power Parity (PPP) GDP, Russia ranks 6th and is only behind China, the US, India, 

 

1 RBC, 2021. - https://realty.rbc.ru/news/5ffe9ba39a7947ba0505495a 

2 Government of Russia. - http://government.ru/docs/all/115041/ 

3 RG, 2021. - https://rg.ru/2021/01/26/v-fonde-socstraha-nazvali-maksimalnyj-razmer-posobiia-na-detej-v-2021-godu.html 
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Japan, and Germany. In terms of GDP per capita (USD PPP), Russia is slightly behind Turkey and Poland 

and above emerging economies such as Malaysia, Thailand, and South Africa.  

Figure 4. GDP per Capita (PPP) in Select Countries, 2020 

 

Source: IMF - World Economic Outlook Database, April 2021. 

 

After two years of recession in 2015-2016 (resulting from a fall in oil prices, structural problems, and 
economic sanctions imposed by the EU and the US), Russia returned to growth in 2017 and fell by 3.1% 

in 2020 due to the Covid-19 pandemic. Russian GDP amounted to USD 1.7 trillion in 2020. In 2021 the 

economy is expected to rebound with 3.8% annual GDP growth and stabilize at 1.5-2% in 2025.    

Table 3. Real GDP Growth in Select Countries (%), 2015-2025 

Country 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 

Malaysia 5.0 4.5 5.8 4.8 4.3 -5.6 6.5 6.0 5.7 5.3 5.0 

Turkey 6.1 3.3 7.5 3.0 0.9 1.8 6.0 3.5 3.5 3.5 3.5 

Georgia 3.0 2.9 4.8 4.8 5.0 -6.1 3.5 5.8 5.5 5.2 5.2 

Poland 4.2 3.1 4.8 5.4 4.5 -2.7 3.5 4.5 4.0 3.0 2.9 

Thailand 3.1 3.4 4.2 4.2 2.3 -6.1 2.6 5.6 3.8 3.5 3.6 

Israel 2.3 3.8 3.6 3.5 3.4 -2.4 5.0 4.3 3.8 3.5 3.2 

South 

Korea 
2.8 2.9 3.2 2.9 2.0 -1.0 3.6 2.8 2.6 2.4 2.3 

Germany 1.5 2.2 2.6 1.3 0.6 -4.9 3.6 3.4 1.6 1.5 1.2 

Russia -2.0 0.2 1.8 2.8 2.0 -3.1 3.8 3.8 2.1 1.8 1.8 

UK 2.4 1.7 1.7 1.3 1.4 -9.9 5.3 5.1 2.0 1.8 1.5 

UAE 5.1 3.1 2.4 1.2 1.7 -5.9 3.1 2.6 2.6 2.6 2.6 

South 

Africa 
1.2 0.4 1.4 0.8 0.2 -7.0 3.1 2.0 1.4 1.3 1.3 

Brazil -3.5 -3.3 1.3 1.8 1.4 -4.1 3.7 2.6 2.1 2.0 2.0 

Note: Estimations for Georgia, Malaysia and UAE start from 2019. 
Source: IMF - World Economic Outlook Database, April 2021. 
 

The reduced risk of inflation made it possible for the Central Bank of Russia (CBR) to adjust its monetary 

policy and gradually decrease the key interest rate from 7.5% in 2018 to 4.25% in July 2020. As a result, 
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the increased availability of credit boosted consumer demand and capital investments. However, due to 

rising inflation expectations, the CBR increased the key rate to 4.5% in March 2021 and 5% in April 

2021.  

One of the other drivers of the Russian economic growth is the state import substitution policy aimed to 

decrease dependence on imported goods and reduce currency risk. The sectors that benefited from such 
policies include agriculture (which also gained momentum from the ban on some agricultural imports 

from the EU), automotive, pharmaceuticals.  

Investment activity is expected to outpace the GDP growth. According to the Ministry of Economic 

Development base scenario, investment in fixed capital will grow by 3.9% (in real terms) in 2021 and 

by 5.3% and 5.1% in 2022 and 2023, respectively. 

Low diversification of Russian exports structure is one of the critical factors impacting economic growth: 

over 65% of its exports stem from natural mineral resources, making the national economy very 

susceptible to external shocks.  

In addition, economic activity in the country is unequally distributed. Moscow and Moscow Oblast account 

for more than 25% of Russia's Gross Regional Product (GRP). The GRP of Moscow and Moscow Oblast 
was estimated at 19.7 trillion RUB (c. 304 billion USD) and  5.1 trillion RUB (c. 79 billion USD) respectively 

in 2019. 

Figure 5. Economic Growth, Moscow Region, 2015-2023 

 

Notes:  
1) For Russia actual and forecast data for real GDP, for Moscow and the Moscow Oblast – for real GRP; 
2) Base scenario forecast for Russia, Moscow, and Moscow Oblast. 

Source: Rosstat, Ministry of Economy and Finance of Moscow Oblast, Department of Economic Policy and 
Development of Moscow, World Economic Outlook Database April 2021, NEO Center analysis. 
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Figure 6. GRP Structure by Region, Russia 2019 

   

Source: Rosstat, NEO Center analysis. 

 

Moscow's economy grew by 3.0% in 2018 and 1.1% in 2019. Data for 2020 is unavailable yet. However, 
it is estimated the GRP will fall due to pandemics. Moscow Oblast is among the most rapidly growing 

regions in Russia, with a growth of 3.2% in 2018 and 6.2% in 2019. It has mainly been driven by regional 

efforts focused on industrial development and digitization. Overall, according to the latest estimates, the 

Moscow Region contributes 26.2% to the whole Russian economy, increasing from 25.7% in 2015. 

1.3. Private consumption dynamics 

 

Incomes are unequally distributed across Russia. Higher-income households are concentrated in 

resource-rich regions and Moscow. In 2020, the average salary in Moscow stood at RUB 100,300 (c. 

USD 1,550), which was an increase of over 56% compared with 2013.  

On average, salaries in Moscow (in all types of companies and organizations) are almost two times 

higher than in Russia overall. The salaries in Moscow and the highest-paid employees' salaries grow 

faster than average in the country. 

In Moscow Oblast, salaries were 12% higher than for the country overall in 2020. At the same time, 
almost 12.3% of the Russian population or c. 18.1 million people had incomes below the subsistence 

minimum (which is RUB 11,280  or ~ 175 USD) in 2019.  

Table 4. Average Monthly Nominal Employee Salary, Russia and Moscow Oblast 

 2013 2014 2015 2016 2017 2018 2019 2020 
2013-2019 

Change 
2019-2020 

Change 

Russia 30.1 32.6 34.0 36.7 39.1 43.4 47.4 51.0 57.5% 7.6% 

Top 10% highest 
paid employees 

97.6 n/a 109.0 n/a 127.0 n/a 157.2 n/a 61.1% n/a 

Moscow 56.3 61.4 64.4 71.1 73.2 83.6 93.9 100.3 66.8% 6.8% 

Moscow Oblast 35.9 39.1 40.4 43.5 46.7 50.7 55.2 57.1 53.8% 3.4% 

Notes:  
1) Average monthly employee salary for 12 months (data for Russia, Moscow, and Moscow Oblast); 
2) Top 10% highest paid employees' average salaries in Russia (data as of April for the respective year). 

Source: Rosstat, NEO Center analysis. 

 

Despite the growth in salaries in nominal terms, real disposable incomes have been declining over the 

past five years. The Moscow Region shows slightly better dynamics, with real disposable income growth 

in Moscow at 2.8% and a decline in the Moscow region of 1.5% in 2020. According to the Ministry of 
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Economic Development, disposable incomes in Russia are expected to grow by 3.0% in 2021, 2.4% in 

2022, and 2.5% in 2023. 

Table 5. Real Disposable Income Dynamics, Russia and Moscow Region, 2015-2020 

 2015 2016 2017 2018 2019 2020 

Russia -2.4% -4.5% -0.5% +0.1% +1.0% -3.5% 

Moscow -5.1% -4.7% +1.1% +0.3% +3.5% +2.8% 

Moscow 

Oblast -1.3% +0.5% -0.6% +1.7% +1.2% -1.5% 

Source: Rosstat. 

One of the critical indicators of the economic health of the population is Total Household Expenditure 

(THE) which shows how much households spend on certain goods and services. In Russia, THE grew at 

a CAGR of 5.5% from 2014 to 2019. Healthcare was one of the fastest-growing areas, especially in the 
Moscow region, where CAGR was 21.2% in 2014-2019. The food and beverage segment was 31.5% in 

2019, higher than in developed countries (c. 6-15%4). 

 

Table 6. Average Monthly Household Expenditure per Capita, Russia, 2014-2019 
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Russia 

2014 
4,619 

(30.3%) 
921 

(6.1%) 
1,298 

(8.6%) 
528 

(3.5%) 
2,596 

(17.2%) 
15,094 

5.5% 6.8% 

2015 
5,233 

(34.1%) 
813 

(5.3%) 
1,351 

(8.8%) 
537 

(3.5%) 
2,133 

(13.9%) 
15,347 

2016 
5,705 

(34.3%) 
948 

(5.7%) 
1,480 

(8.9%) 
582 

(3.5%) 
2,129 

(12.8%) 
16,633 

2017 
5,733 

(33.1%) 
901 

(5.2%) 
1,472 

(8.5%) 
641 

(3.7%) 
2,685 

(15.5%) 
17,320 

2018 
5,776 

(32.0%) 
935 

(5.2%) 
1,385 

(7.7%) 
652 

(3.6%) 
2,893 

(16.0%) 
18,031 

2019 
6,214 

(31.5%) 
1,018 

(5.2%) 
1,564 

(7.9%) 
736 

(3.7%) 
3,103 

(15.7%) 
19,749 

Moscow 

2014 
6,020 

(22.5%) 
1,552 

(5.8%) 
2,381 

(8.9%) 
1,070 

(4.0%) 
4,816 

(18.0%) 
26,757 

9.1% 5.7% 

2015 
7,322 

(26.2%) 
1,034 

(3.7%) 
4,024 

(14.4%) 
1,118 

(4.0%) 
2,543 

(9.1%) 
27,945 

2016 
8,145 

(28.6%) 
2,136 

(7.5%) 
3,161 

(11.1%) 
797 

(2.8%) 
3,275 

(11.5%) 
28,477 

2017 
7,721 

(26.1%) 
1,272 

(4.3%) 
3,313 

(11.2%) 
917 

(3.1%) 
5,502 

(18.6%) 
29,581 

2018 
7,693 

(24.5%) 
1,716 

(5.5%) 
2,672 

(8.5%) 
986 

(3.1%) 
5,553 

(17.7%) 
31,358 

2019 
8,757 

(21.2%) 
1,524 

(3.7%) 
4,022 

(9.7%) 
1,413 

(3.4%) 
8,458 

(20.4%) 
41,396 

Moscow 
Oblast 

2014 
4,339 

(28.3%) 
675 

(4.4%) 
859 

(5.6%) 
322 

(2.1%) 
2,606 

(17.0%) 
15,332 

9.3% 21.2% 
2015 

5,120 
(26.8%) 

650 
(3.4%) 

917 
(4.8%) 

535 
(2.8%) 

3,916 
(20.5%) 

19,104 

2016 
5,848 

(28.9%) 
708 

(3.5%) 
1,315 

(6.5%) 
789 

(3.9%) 
1,963 

(9.7%) 
20,236 

2017 6,130 836 1,372 707 4,501 21,433 

 

4 Knoema, 2018. - https://knoema.com/atlas/topics/Food-Security/Expenditures-Spent-on-Food/Expenditures-spent-on-food 
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(28.6%) (3.9%) (6.4%) (3.3%) (21.0%) 

2018 
5,967 

(25.2%) 
785 

(3.3%) 
1,365 

(5.8%) 
693 

(2.9%) 
5,856 

(24.8%) 
23,647 

2019 
6,306 

(26.4%) 
1,044 

(4.4%) 
1,356 

(5.7%) 
842 

(3.5%) 
4,774 

(20.0%) 
23,911 

Note: Healthcare expenditures include household spending on pharmaceuticals, medical devices, and medical 
services. 
Source: Rosstat, NEO Center analysis. 

Expenditure on healthcare is growing due to the increasing price of pharmaceuticals and changing 

consumer preferences (for example, the shift from state to private facilities). In general, there is a 
greater willingness to pay for medical services (including state facilities).  Shortening waiting times for 

operations or buying more expensive vaccines for children are cited as reasons to pay for private medical 

care. Recent polls suggest that c. 60% of the Russian population (all income groups considered) are 

ready to pay more taxes to raise the quality of life in Russia (incl. healthcare provision and education)5. 

 

5 Higher School of Economics poll data. - https://tass.ru/ekonomika/10726779 
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2. HEALTHCARE SERVICES MARKET ANALYSIS – RUSSIA AND 
MOSCOW REGION 

2.1. Key trends, market drivers, and inhibitors 

The healthcare services market is one of the most dynamic sectors in the Russian economy and the 

services industry. Its share in the services industry has grown from 6.7% in 2016 to 7.8% in 20206. 

The healthcare industry has seen an influx of public and private investment in the last ten years and 

currently represents a relatively fragmented marketplace with public and private facilities. Despite the 
increased funding, the current healthcare expenditure is still insufficient (the annual deficit was estimated 

at 7 trillion RUB in 2019 or c. 90.5 billion USD) to provide the same quality care in the Russian regions 

or meet the growing demand.  

Since 2010, the public healthcare system has been optimized by reducing the hospital bed capacity and 

closure of ambulatory clinics (especially in rural areas). It was supposed to increase infrastructure 
efficiency and raise the medical personnel salaries. While this has been achieved in certain regions, many 

others have seen the lower medical care available for the population. Consequently, the segment of 

private healthcare benefited from these policies and saw an attraction of a new patient base. 

In addition, there is no state strategy on the private healthcare industry, the current developments on 
the market suggest the future state of the industry would represent a mix of public and private facilities 

competing for public funding (from Obligatory Medical Insurance Funds – OMS funds) and out-of-pocket 

payments (primarily at private facilities). The significant barrier for private players to compete for OMS 
funds is the transparency of the state tariffs and frequently their insufficient size. However, in 2020 the 

share of private facilities in the OMS program reached 36%. The total number of private companies has 
increased from only 253 in 2007 to more than 3,300 in 2020, with penetration in almost every Russian 

region7. 

The key drivers of the Russian healthcare services market are as follows. 

• Aging demographics. Russia is following the pattern of developed countries with a growing 
senior population. The population aged over 60 years is expected to increase from 22.4% in 

2020 to 25.4% in 2030 and 26.6% in 20358. Increasing life expectancy will create greater 
demand for quality healthcare services, particularly to increased incidences of chronic diseases. 

• Unsatisfactory level of public healthcare. Overall, only 37% of the Russians are satisfied 

with the availability of quality healthcare (only higher than in Ukraine among former USSR 
states)9. As evidenced by a 2019 poll, the significant drawbacks of the public healthcare system 

include long waiting lists, unavailability of all necessary services in one place, additional out-of-

pocket costs incurred by patients, and unavailability of a required specialist10. 

• Expansion of private players. The private players are looking to expand the services 
offerings, mainly in the unpenetrated inpatient segment, and grow the regional presence 

(beyond the Moscow Region and St. Petersburg). Some of the companies are launching 
franchises to scale their business model in the Russian regions.  

• Growth of oncology services market. The oncology treatment is a top priority for the 

healthcare authorities. The government increases investment in high-tech equipment installed 

(such as linear accelerators, PET-scanners). It aims to allocate 1 trillion Rubles in the next six 

 

6 NEO Center analysis based on the Federal States Statistics Services (Rosstat) data. Rosstat defines paid healthcare (medical) services in a 

broad way (for example, the services rendered by massage parlors are included). 

7 Medvestnik, July 2020. - https://medvestnik.ru/content/news/FOMS-otchitalsya-ob-uvelichenii-doli-chastnyh-medorganizacii-v-sisteme-

OMS-do-36.html 

8 NEO Center analysis based on the Federal States Statistics Services (Rosstat) data. 

9 GALLUP WORLD POLL 2019. - https://news.gallup.com/poll/312215/pre-pandemic-russians-unhappy-healthcare.aspx 

10 WCIOM, 2019. - https://wciom.ru/analytical-reviews/analiticheskii-obzor/kachestvo-mediczinskikh-uslug-zapros-na-zhestkij-kontrol 
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years to decrease the mortality rates from neoplasms11. The most prominent private players 

drive the market to launch new radiation therapy and PET/CT facilities. 

• Healthcare digitization. While the pandemic has accelerated the process of increasing 

telemedicine adoption, the digitization of healthcare has been on the government plan long 
before. Doctor appointments via mobile apps or online portals became a new norm, especially 

in the Moscow Region. Future state healthcare digital infrastructure will likely lead to seamless 
healthcare facility-doctor-patient communication with many processes (appointments, 

reminders, recommendations) carried out entirely online. 

• Development of public-private partnership schemes in healthcare. More than 150 PPP 
projects in health care are being realized in Russia, c. 100 are already operational. The 

cumulative PPP investment reached over RUB 150 billion (c. 70% provided by private 

investment). High-technology medical care (VMP) represents one of the most attractive 
segments for PPP investment. 

• Development of medical tourism.  Russia could potentially serve between 500,000 and 1 

million medical tourists annually. The dedicated state program aimed to serve  
1.2 million medical tourists annually by 2024 with USD 1 billion in revenues12. More than 70 

Russian regions are planning to develop medical tourism13.  

• Covid-19 pandemic. The pandemic had an immediate short-term negative effect on the 

patient flows and revenues during a lockdown in Q2 2020. In Q3-Q4, the demand rebounded, 
and many notable industry players finished the year with a more significant gain compared to 

2019. The pandemic could reinforce the growing population health awareness trend, resulting 

in higher visits per capita and an ever-increasing average check. 

The key restraints of the Russian healthcare services market include: 

• Decreasing country population. The Russian population has decreased by  
577.6 thousand in 2020. In the next ten years, Russia will see a further decline in the population 

due to decreased women of childbearing age and cultural shifts (e.g., starting a family at a more 

mature age). It will negatively impact the patient base and the maternity services segment in 
particular. 

• Regional disparity in economic development and population incomes. The Moscow 

Region is the primary center of economic activity in Russia and home to c. 20 million people 
with higher incomes than average in Russia. Significantly lower payments and insufficient 

healthcare budgets present a significant restraint on expanding the healthcare services markets 

in regions beyond Moscow. 

• Unfavorable external environment. Economic sanctions, unstable oil markets, and currency 
depreciation impact the investment climate and lead to constantly growing prices due to high 

dependence on foreign-made equipment and pharmaceuticals. 

• Lack of technology and skills. A lack of healthcare professionals in many specialties, the low 
profile of local medical science on the international stage, and an aging population of leading 

doctors in federal facilities may lead to a significant workforce shortage in the mid-term. Given 

the complicated global context, it will be increasingly difficult to attract foreign specialists. 

 

Digital healthcare 

While Russia lags in developing globally competitive medical equipment and devices, the local digital 

health market is becoming increasingly competitive. The investment in digital health projects in Russia 

amounted to USD 46.9 million in 2020, the highest volume in the last five years. 

 

11 National Projects portal. -  https://xn--80aapampemcchfmo7a3c9ehj.xn--p1ai/news/minzdrav-rf-rabotaet-nad-vneseniem-izmeneniy-v-

proekt-zdravookhranenie-v-chasti-onkologii 

12 Ministry of Healthcare. - https://static-

1.rosminzdrav.ru/system/attachments/attaches/000/044/789/original/Pasport_FP_export.pdf?1558614408 

13 Ministry of Healthcare. - https://minzdrav.gov.ru/poleznye-resursy/natsproektzdravoohranenie/medturizm/prezentatsii-sub-ektov-

rossiyskoy-federatsii-po-razvitiyu-eksporta-meditsinskih-uslug-russkaya-versiya-1 
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Telemedicine projects account for the bulk of the total digital health investments – over 40%, followed 

by eServices for patients (27%), AI (12%), medical insurance (7%), genetics (6%), digital diagnostics 

(3%), clinical decision support systems (CDSS)14.  

The USD, 13.5 million investment of VEB Ventures into a network of clinics and telemedicine platform 

Doktor Ryadom ("The Doctor is Near") became the second-largest deal on the Russian venture capital 
market in 1H 202015. Other notable recent investments include the launch of a personalized health 

monitoring platform Bioniq (recommendations based on a biochemical blood test) by Medsi (RUB 500 
million invested by Medsi), the RUB 250 million investment into a telemedicine company Doctis in 2018 

(consultations provided by Mother & Child specialists) by Russian Direct Investment Fund (RDIF) and 

Russia-Japan Investment Fund (RJIF). 

Telemedicine is one of the most promising segments in Russian digital health, which soared during the 

Covid-19 pandemic. Currently, 25+ companies provide telemedicine consultations, including secured 
investment from Russian technology leaders such as Yandex and Sber. The Russian telemedicine market 

is expected to grow by 60x times in 2019-2025: from RUB 1.5 billion in 2019 to RUB 96 billion in 202516.  

 

2.2. Regulatory trends 

Some of the fundamental regulatory changes that took place in the last 5-7 years include the following: 

• One channel financing. The current public healthcare funding scheme comprises two 

major components: funding from the federal and regional budgets and the OMS funds. The 

majority of funding now comes from the OMS fund, while the budgetary allocation though 
decreasing in size, still compensates a substantial volume of high-tech medical services 

(VMP). The gradual shift to one-channel funding aims at increasing competition between 
the facilities (both public and private). 

• Diagnosis-related groups (DRG) based financing. Since 2013-2014 the OMS tariffs 

saw a substantial shift from patient/day basis to DRG-based payments. It means that funds 
are allocated depending on the nature and severity of a disease. This move helped balance 

the tariff differences between Russian regions, which could be as high as ten times17. 

• Paid services at public hospitals. Since 2013, public facilities were granted the right to 

render paid services to patients. It primarily includes value-added services such as more 
personalized care, better room during a hospital stay, higher-ranked doctor consultations, 

diagnostics, and treatment methods not covered by the state guarantee program.  

• Telemedicine. A new Federal Law #242 adopted in 2017 cleared the way to a new type 
of service. During the COVID-19 pandemic, private healthcare facilities reinforced their 

telemedicine services offerings.  

The critical development of 2020 was adopting amendments to the law on obligatory medical insurance 
(Federal Law #326). The law introduced a new operating model of the Federal OMS fund, which would 

have a separate budget for funding federal healthcare facilities (previously, the national facilities received 
financing from the insurance companies). In 2021 the federal facilities are expected to obtain  

119.4 billion RUB in funding18. It raises concerns over the negative impact which the new amendments 

may have on the competition. Establishing quotas on the services at the federal facilities may lead to a 

loss of patients both at the regional public facilities and private players. 

Another amendment to Federal Law #326 grants the Federal OMS fund the right to assess and control 
the quality of care provided. It may lead to a loss of objectivity in this process which insurance companies 

previously ran.  

 

14 K-SkAI. - https://webiomed.ai/blog/obzor-rossiiskikh-investitsii-v-tsifrovoe-zdravookhranenie/ 

15 PwC. - https://www.pwc.ru/ru/publications/money-tree/pwc-money-tree-2020.pdf 

16 VEB Ventures. - https://veb.ventures/ru/about/news/129 

17 FFOMS. - http://www.ffoms.gov.ru/news/monitoring-smi/sistema-obespechila-finansovuyu-stabilnost/ 

18 http://duma.gov.ru/news/50097/ 
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State Program "Development of Healthcare" 

The state program "Development of Healthcare" was adopted in December 2017 and launched  

in 2018. The document outlines the key strategic priorities, defines key projects, stakeholders, and 

sources of funding. The key sub-programs are as follows. 

• Improvement of medical care, including disease prevention and the promotion of a 

healthy lifestyle. The program envisions projects and measures to improve primary care, 

emergency health services, to combat cardiovascular, oncology, infectious diseases, to 
modernize provision of care in narcology and psychiatry, to develop donation and 

transplantation, health care for children, blood banking, palliative care, to strengthen public 
health, to modernize facilities and equipment. 

• Development of innovations in diagnostics and treatment, personalized medicine. 

Creation of national medical research centers, development of translational and personalized 

medicine. 

• Development of medical rehabilitation and health resort treatment (incl. children).  

• Development of international relations in healthcare. Support of exports of medical 
services, participation in global healthcare organizations.  

• IT and healthcare industry management. Creation of integrated state medical 

information system (EGISZ), which will combine the federal registers of medical personnel, 
medical organizations, electronic registration desks, electronic medical records, electronic 

medical documents, systems to monitor certain patient groups, the provision of high-tech 
medical care, and health resort treatment, as well as a strategy to monitor state procurement 

of pharmaceuticals 

Table 7. "Development of Healthcare" Program Budget, 2021-2024 

 2021 2022 2023 2024 

Budget of the program, 

RUB trillion 
5.1 5.2 4.9 4.7 

Source: Vademecum. 

 

National Project "Healthcare" 

National Projects are the state strategic planning instruments to be realized in Russia from 2019 to 

2024. The National Project "Healthcare" was developed in 2018 and launched in 2019.  

Its objective is to improve healthcare quality and reduce mortality rates from acute diseases 

(circulatory system diseases and oncology). 

 

Table 8. Key KPIs of the National Project "Healthcare" 

KPI 2017 (actual) 2024 (target) 

Mortality at working age, per 

100,000 people 
484.5 350 

Mortality from circulatory system 

diseases, per 100,000 people 
587.6 450 

Mortality from neoplasms, per 

100,000 people 
200.6 185 

Infant mortality, per 1,000 newborns 5.6 4.5 

Source: National Project “Healthcare”. 

The National Project is composed of the following federal level components (programs), all of which 

are included in the State Program "Development of Healthcare": 
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• Primary care. The program aims to increase the availability of health care in rural areas by 
building 350 new rural health posts and modernizing 1,200 existing ones. More than 1,300 

mobile health units will be acquired. The ambulatory segment should adopt the lean operating 

model to reduce waiting times, improve routing and navigation, reduce paperwork, simplify 
appointments and create comfortable waiting areas. By the end of 2020, more than 6,000 

ambulatory clinics applied lean methods in their operations19. The program also envisions 
enhancing the coverage of the preventive examination from c. 40% in 2017 to 70% in 2024. 

• Cardiovascular diseases. Modernization and equipment build-up at 140 regional vascular 

centers and 469 primary vascular departments, developing X-ray endovascular treatment 
methods.  

• Oncology. Focus on early diagnostics of neoplasms, development of a network of ambulatory 

oncology centers in all of the 85 Russian regions, re-equipment of public regional oncology 

centers in all Russian regions, development of a network of federal oncology centers (incl. 
proton therapy centers). 

• Child health care. Modernization of 95% of all child polyclinics, с. 10,000 doctors specializing 

in obstetrics and gynecology, neonatology, anesthesia, and intensive care will be trained by 
2024.  

• Medical personnel. Overcoming the deficit of professionals, increasing the number of 

doctors by 9%, and rising nursing staff by 10.2% in 2024 compared to 2017, implementing a 

life-long learning principle for all medical personnel by utilizing interactive training modules.  

• Medical research. Development of a network of national medical research centers (no less 
than 27 centers to be established by 2022) to provide organizational and methodological 

support to regional facilities and develop clinical recommendations.  

• Healthcare informatization. Development of medical information systems, e-document 

tools, digital tools to communicate with patients (appointments, e-prescriptions, etc.) 

The state funding for the National Project is expected to be RUB 243.2 billion in 2021,  

c. RUB 251 billion in 2022, RUB 212.1 billion in 202320. 

 

National Project "Demography" 

The National Project "Demogprahy" aims to assist the elderly population, families with newborn 
children and promote healthy lifestyles and sports. The following federal projects of the National 

Project "Demography" are aligned with the National Project "Healthcare": 
 

• Strengthening public health. Development of a system for motivating citizens to adopt 

healthy lifestyles, including a healthy diet (reducing salt and sugar consumption), lower 
smoking, and alcohol consumption. Both the civil communities and employers (via corporate 

health programs) are expected to promote healthy lifestyles.  

• Elderly generation. Development of a new type of inpatient facilities that provide 

comfortable living of older adults, ensuring that disabled people (including those with mental 
disorders) have necessary skills to live independently; development of patronage service and 

geriatric centers. 
 

Over 70 geriatric centers with over 6,000 beds were opened by the end of 2020. At the same time, the 

OMS funding grew 1.5x times on respective aid in 202021. 
 

 

State measures to counter Covid-19 

 

19 Russian National Projects. - https://xn--80aapampemcchfmo7a3c9ehj.xn--p1ai/news/golikova-pochti-vse-detskie-polikliniki-poluchili-

neobkhodimoe-doosnashchenie 

20 Vademecum, December 2020. - https://vademec.ru/news/2020/12/07/byudzhet-fedproekta-po-obespecheniyu-medorganizatsiy-kadrami-

ispolnen-k-dekabryu-pochti-na-100/ 

21 National Projects. - https://xn--80aqagb0ahs.xn--80aapampemcchfmo7a3c9ehj.xn--p1ai/news-page/novye-tsentry-i-spetsialisty-kak-v-

rossii-stroitsya-sistema-geriatricheskoy-pomoshchi 
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The Russian government has implemented a comprehensive set of measures to counter the harmful 

effects of the pandemic. These include: 

 

• General measures. Restrictions on travel and leisure (established by regional authorities), 
implementation of remote education, remote public services, a moratorium on inspections of 

businesses.  

• Health measures. Support for development of vaccines (Russia has become the first country 
to register the anti-Covid-19 vaccine with mass vaccination started in January 2021); provision 

of accessible medicaments to patients with Covid-19, conversion of hospitals to dedicated 
facilities for treatment of Covid-19, construction of new infectious hospitals, financial support 

to laboratories to purchase testing equipment. 

• Social measures. Additional remuneration of doctors and nurses who work with Covid-19 

patients, cash payments to families with children, payments to unemployed. 

• Taxes. Tax holidays and tax exemptions (for Q2 2020) to industries impacted by the 
pandemic (including the stomatology industry in healthcare) reduce mandatory insurance 

payments for SMEs. 

• Finance. Subsidies to businesses on onboarding new employees, subsidized loans, tax 
holidays for individuals (for those with a mortgage or a consumer loan). 

• Industry-specific measures. Measures to support the industries impacted include tourism 

and transportation, including subsidies to airlines, subsidies on returning Russian citizens from 

abroad, compensation on no return airfares to tour operators. In Moscow, private clinics were 
temporarily exempt from rent payments on city land and property. 

 
Overall, Russia spent 2.86 trillion RUB (c. 40 billion USD) on anti-Covid-19 measures in 2020, 

according to the Accounts Chamber22, while c. 8 million people (over 5% of the population) were 
vaccinated against Covid-19 as of April 202123. 

 

Other state initiatives in healthcare 

Some other state initiatives related to healthcare include: 

• Profit tax exemption. From 2020, the 0% tax rate on profits is applied to medical facilities 
indefinitely (earlier, the 0% tax rate eligible period was extended regularly).  

• Experimental legal regimes (ELR). The State Duma adopted a law in July 2020 that 

envisions establishing experimental legal regimes in healthcare provision, including 

telemedicine and data management. ELR removes some of the barriers in personal data 
management. Three pilot projects are planned to benefit from ELR, including: 

o MTS (a mobile operator) telemedicine project with the possibility to make a diagnosis 
remotely (current legal practices suggest that the diagnosis can be made only during 

personal visit); 
o National Base of Medical Knowledge project of AI-based clinical decision support 

system; 

o Data Matrix research project of routine clinical practice based on anonymized data 
from electronic medical records. 

• Connection of private clinics to the Public Services Portal of the Russian 

Federation. In February 2021, the government announced that the Public Portal (Gosuslugi) 
would have a new functionality for patients to schedule doctor appointments at private clinics. 

The measure aims at improving the business climate for private providers.   

 

22 Forbes, 2021. - https://www.forbes.ru/newsroom/biznes/421811-na-borbu-s-pandemiey-v-rossii-potratili-286-trln-rubley 

23 RBC, 2021 - https://www.forbes.ru/newsroom/biznes/421811-na-borbu-s-pandemiey-v-rossii-potratili-286-trln-rubley 
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2.3. Health status overview 

Economic turbulence in Russia in the 1990s led to a significant deterioration in the population's overall 
health, which was followed by a falling population and a decline in the quality and availability of public 

healthcare infrastructure. It led to increased mortality rates.  

At the beginning of the 2000s, an increase in oil prices supported economic growth and investment in 

healthcare. Change in life expectancy in Russia was amongst the highest internationally, increasing from 

65 years in 2000 to 72 years in 2020. It is likely to reach 77 years in the next decade, but it remains low 
compared with developed economies such as the UK and Germany, where life expectancy will get 82. 

The low level of life expectancy in Russia is related to high mortality rates amongst males who typically 

live ten years fewer than females (68 versus 78 in 2019).  

Moscow, Moscow Oblast, and North-Caucasian republics have higher than average life expectancy rates 
in Russia at 76, 72, and 75. Higher indicators in Moscow can be attributed to the presence of more 

developed healthcare infrastructure and healthier lifestyles. According to Rosstat, life expectancy in 

Moscow and  Moscow Oblast will increase to 81 and 78 years respectively by 2030. 

Table 9. Life Expectancy at Birth in Select counties, 2000-2030 

 Average life expectancy, years 

Country 2000-2005 2015-2020 2025-2030 

Israel 80 83 83 

South Korea 77 83 83 

UK 78 81 82 

Germany 79 81 82 

Poland 75 78 79 

UAE 75 78 78 

Turkey 71 77 78 

Thailand 71 77 78 

Brazil 71 76 78 

Malaysia 73 76 77 

Georgia 70 74 74 

Russia 65 72 77 

South Africa 54 64 65 

Notes:  
• All figures are rounded; 
• Medium variant of the forecast; 
• Rosstat data - for Russia, UN data – for all other countries. 

Source: Rosstat; United Nations, Department of Economic and Social Affairs, Population Division (2019), World 
Population Prospects 2019. 

 

The level of mortality in Russia is one of the highest internationally, with 12.3 deaths per 1,000 

population. It can be partially attributed to very high mortality from diseases of the circulatory system, 

oncology, and a significant proportion of external causes (e.g., injuries, poisoning, road accidents).  
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Figure 7. Crude Death Rate in Select Countries 

 

Notes: Data for Russia – as of 2019, for other countries - the average in 2015-2020 as per WHO medium variant 
of the forecast. 
Source: Rosstat; United Nations, Department of Economic and Social Affairs, Population Division (2019), World 
Population Prospects 2019. 

Figure 8. Mortality in Russia by Key Causes, 2019 

 

Note: All figures are rounded. 
Source: Rosstat, NEO Center analysis. 

 

The infant mortality rate (a measure of the probability of dying between birth and the age of 1 year) is 
one of the most significant indicators for assessing healthcare services provided in a country. It saw a 

considerable improvement in Russia in the last decade, falling from 10.2 in 2006 to 4.9 in 2019, according 

to Rosstat data. The primary reasons for the improvement are the introduction of state programs 
designed to modernize healthcare infrastructure and the building of perinatal hospitals across the 

regions. There is a potential for the infant mortality rates in Russia to decrease by a further 2x to reach 

levels similar to those in developed economies.  
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Figure 9. Infant Mortality in Select Countries, 2015-2020 

 

Notes:  
1) All figures are rounded; 
2) UN medium variant of the forecast. 

Source: Rosstat; United Nations, Department of Economic and Social Affairs, Population Division (2019), World 
Population Prospects 2019. 
 

Moscow Oblast has one of Russia's lowest infant mortality rates at 4.0 deaths per 1,000 live births instead 

of an average of 4.9 for Russia overall. Moscow has a slightly higher level of infant mortality than Moscow 
Oblast (4.8 deaths per 1,000 live births) which may be explained by the fact that more complicated 

cases with a higher probability of infant death are often routed to Moscow. 

 

Figure 10. Infant Mortality in Russia and Moscow Region, 2014-2019 

 

Source: Rosstat. 
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Overall, disease incidence has declined in Russia over the last six years, falling by 1% from 787 registered 

first-time diagnoses per 1,000 population in 2014 to 780 cases in 2019. The total number of cases 

exceeded 114.5 million in 2019, with Moscow and Moscow Oblast accounting for 12% of the total. 
Disease incidence is typically lower in Moscow and Moscow Oblast than elsewhere in Russia (by 16% 

and 12%, respectively), which can be explained by the adoption of healthier lifestyles, the more 
widespread availability of check-ups, and the better quality of care and diagnostics (which often allows 

avoiding medical complications).  

Figure 11. Disease Incidence Rate in Russia, Moscow and Moscow Oblast, 2014-2019 

 

Note: First-time registered diagnoses. 
Source: Rosstat. 
 

The overall decline in disease incidence is witnessed in most areas except for lifestyle (e.g., diabetes) 
and cardiovascular diseases. Incidences of endocrine, nutritional, and metabolic diseases grew by 29% 

from 2014 to 2019, while the number of first-time diagnoses of circulatory system diseases increased by 
22% in the same period. The number of complications during pregnancy decreased by 24%. The decline 

was caused by the broader utilization of modern equipment and improved medical personnel quality. 

The population suffering from diabetes is growing due to changing demographics (e.g., an aging 
population) and increasing people with excess weight. For cardiovascular diseases, incidences are 

growing due to socio-economic and cultural factors and improved diagnostics capabilities; over the last 
ten years, more than 100 regional vascular centers were opened in Russia, significantly enhancing 

cardiovascular patients' routing, diagnostics, and treatment. 

2.4. Market structure overview 

The Russian healthcare services market is composed of hospitals and ambulatory clinics with the 

following key types of providers: 

• state facilities which could be under federal or regional ownership; 

• private facilities; 

• other non-state-owned facilities can be part of state corporations (mainly Russian Railways 

clinics and hospitals). 
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Table 10. Medical Facilities in Russia and Moscow Oblast by Type of Ownership, 2019 

 Hospitals Ambulatory clinics 

 Russia 
Moscow 

Oblast 
Russia 

Moscow 

Oblast 

State 93% 89% 72% 64% 

Other (private and non-public) 7% 11% 28% 36% 

Source: Rosstat, NEO Center analysis. 

The government plays a dominant role in the healthcare services market in Russia. State facilities account 
for 93% of all hospital infrastructure and 72% of all ambulatory clinics. The Moscow Region with the 

largest population and higher incomes attracts greater volume of private investment, hence a larger 

than average share of private facilities in Russia. 

 

Hospitals 

Over the last ten years, Russia has seen an optimization of its healthcare infrastructure. The number of 
hospitals has declined recently: from 5,433 in 2015 to 5,130 in 2019 (-6%). The contraction was even 

more significant in the Moscow Region: -13% in the same period (from 351 hospitals in 2015 to 304 in 

2019). The reduction of hospital infrastructure is primarily attributed to the public sphere. 

Table 11. Number of Hospitals in Russia and Moscow Region, 2015-2019 

 2015 2016 2017 2018 2019 

Russia (all hospitals) 5,433 5,357 5,293 5,257 5,130 

     public hospitals 5,188 5,010 4,922 4,840 4,699 

Moscow Region (all 

hospitals) 
351 336 337 329 304 

     public hospitals 305 310 301 292 270 

Source: Rosstat, Ministry of Healthcare. 

The number of hospital beds in Russia decreased by 4% in 2015-2019, while the Moscow Region showed 

an opposite trend. The beds' capacity grew by 4.8% in the same period, primarily driven by increasing 

hospital infrastructure in Moscow Oblast.  

There still exists room for further optimization and greater efficiency of hospital infrastructure. Russia, 
with eight hospital beds per 1,000 population, is on par with Germany and above most OECD countries 

such as Poland (6.5), Israel (3.0), Turkey (2.9), the UK (2.5), and the US (2.9)24.  

 

Table 12. Number of Hospital Beds in Russia and Moscow Region, 2015-2019 

 2015 2016 2017 2018 2019 

Russia (all hospitals), 

thousand beds 
1,222.0 1,197.2 1,182.7 1,172.8 1,173.6 

    beds in public hospitals, 
thousand 

1,097.1 1,074.4 1,054.5 1,044.9 1,030.2 

 

24 OECD (2021), Hospital beds (indicator). doi: 10.1787/0191328e-en (Accessed on 05 April 2021). - https://data.oecd.org/healtheqt/hospital-

beds.htm 
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 2015 2016 2017 2018 2019 

Moscow Region (all 

hospitals), thousand beds 
138.7 135.6 131.7 130.7 145.4 

    beds in public hospitals, 
thousand 

124.7 122.1 118.5 117.4 115.9 

Source: Rosstat, Ministry of Healthcare. 
 

The hospital segment requires considerably more investment, which explains that the private sector 

provides no more than 5-6% of hospital beds in any of the medical specialties. However, private 

providers are paying greater attention to the hospital segment and, in particular, high-tech medical care 
(VMP). In the next 5-7 years, there is likely to be a further redistribution of bed ownership as a result of 

the continued optimization of public hospital infrastructure, higher investment from the private sector in 
highly attractive segments (such as obstetrics & gynecology, oncology, cardiology) and the development 

of Public-Private Partnerships schemes (PPPs). 

Table 13. Hospital Beds Distribution by Specialty and Type of Ownership, Russia and 

Moscow Region, 2019 

 Russia Moscow Region 

 
Number of 

beds, thousand 

Private hospitals 

share, % 

Number of 

beds, thousand 

Private hospitals 

share, % 

Psychiatry 138.0 0.3% 19.6 1.8% 

Neurology 74.3 3.9% 9.0 3.4% 

Obstetrics 58.9 0.9% 5.7 1.8% 

Infectious diseases 58.5 0.04% 5.1 0.0% 

Cardiology 55.5 4.2% 8.5 7.6% 

Gynecology 46.8 4.1% 5.4 5.9% 

Oncology 45.7 1.9% 7.4 5.4% 

Narcology 21.0 0.7% 2.7 1.7% 

Ophthalmology 19.8 5.4% 3.0 1.4% 

Vascular surgery 7.9 5.4% 1.6 4.7% 

Cardiac surgery 7.0 3.1% 1.4 2.9% 

Note: All figures are rounded. 
Source: Rosstat, NEO Center analysis. 
 

In terms of infrastructure efficiency, Russia has been gradually progressing. The average length of stay 
(ALOS) in Russia stood at 10.6 days in 2019 (a decrease from 11.5 days in 2015) per the Ministry of 

Healthcare data. Moscow and Moscow Oblast had ALOS of 7.7 and 10.1 days in 2019, respectively 
(decrease from 9.8 and 12.7 days in 2015). Comparing with the OECD economies, Russia has the highest 

(except for Japan) ALOS for acute care: 9.1 days, ahead of South Korea (7.5 days), Germany (7.5), 

Poland (6.5), the UK (5.9), Israel (5.0) and Turkey (4.1)25. 

Ambulatory clinics 

 

25 OECD (2021), Length of hospital stay (indicator). doi: 10.1787/8dda6b7a-en (Accessed on 06 April 2021). - 

https://data.oecd.org/healthcare/length-of-hospital-stay.htm 
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On the other hand, the ambulatory segment has seen a constant growth in the number of facilities. In 

2015-2019, the number of clinics grew by 14% in Russia to c. 21.2 thousand and 41% in the Moscow 

Region to 2.8 thousand in the same period. 

Figure 12. Number of Ambulatory Clinics, Russia and Moscow Region, 2015-2019 

 

Note: Data on the distribution of public and private clinics for 2015 is not available. 
Source: Rosstat. 
 

The ambulatory clinics market is driven by growing disease incidence, increasing elderly population, 
rising health awareness, better availability, and digitization. On average, Russia had 9.8 doctor 

consultations per capita in 2018, one of the highest rates among OECD countries26. The private sector 
is expected to grow its patient base in the ambulatory segment due to the heavy workload of specialists 

in public facilities and lower patient time allocated and longer waiting times, and the absence of all 

necessary specialists in one place. 

2.5. Healthcare services market size and dynamics 

The Russian healthcare services market was valued at 3.8 trillion RUB in 2020  

(c. 53.2 billion USD). It grew at a CAGR of 9.1% from 2015 to 2019, driven by increasing public funding 

and expansion of private players.  

 

26 OECD (2021), Doctors' consultations (indicator). doi: 10.1787/173dcf26-en (Accessed on 06 April 2021). - 

https://data.oecd.org/healthcare/doctors-consultations.htm 
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Figure 13. Healthcare Services Market Dynamics, Russia, 2015-2025 

 

Source: BusinesStat, Central Bank of Russia, FFOMS, NEO Center analysis. 

 

While both public and private facilities compete for state, out-of-pocket, and VHI funding, the private 
hospitals, and clinics' revenues grow on average faster than the total healthcare services market. The 

private market (only private facilities) has grown at a CAGR of 15.2% in 2015-2020, driven by increasing 

investment in new facilities and average check growth.  

In 2019, the revenues of top-200 private companies had grown by 20%, with further growth of 15-20% 

in 2020 with the only marginal impact of the Covid-19 pandemic27. There was est. 35 million patients 
paid for private and public facilities, and c. 22 million people with VHI policies. However, due to the 

obligation for migrants to have a VHI policy (which frequently comes in limited packages and at low 

cost), the significant share of the VHI market is attributed to employers' contributions (covering 5 million 
people).  In the 2020-2025 period, the private market will still demonstrate the above-average dynamics 

of a CAGR of 10.3%.  

 

27 Vademecum, 2020 - https://vademec.ru/article/top200_chastnykh_mnogoprofilnykh_klinik_rossii/ 

364 396 436 475 510 474 568 589 612 635 658
129 138 140 152 181 177 186 194 202 210 218
165 177 191 202 207 215

210 206 203 198 194

1 456 1 446 1 487
1 829

2 045 2 029

2 468 2 596 2 709 2 809 2 901
476 505

546

632

722 932

766
777

788
799

809

2 589 2 661
2 799

3 290

3 665
3 827

4 198
4 363

4 513
4 651 4 781

0

500

1 000

1 500

2 000

2 500

3 000

3 500

4 000

4 500

5 000

2015 2016 2017 2018 2019 2020E 2021F 2022F 2023F 2024F 2025F

Paid services VHI Grey market OMS Budget

RUB billion

CAGR 2020-

2025

-2.8%

+7.4%

-2.0%

+4.3%

+6.8%

A-28

https://vademec.ru/article/top200_chastnykh_mnogoprofilnykh_klinik_rossii/


 

 

 

28 

 

Figure 14. Private Healthcare Services Market, Network Hospitals and Clinics, 

 Russia, 2015-2025 

 

Note: Revenues of network companies (with more than 1 healthcare facility under operation), including the 
revenues of Medicine JSC as the only company with one facility in Top-10 private healthcare services 
companies. 
Source: RBC, NEO Center analysis. 

 

Some of the critical factors underpinning the historical growth from 2015 to 2019 and which will continue 

to shape the market until 2025 include: 

• Pricing dynamics. The Russian monetary authorities managed to curb inflation in the last 5-7 

years, resulting in a more predictable price dynamic. While in 2016, the prices of medical services 
grew by 7.8%, the following years, the inflation rate dropped to 4-5%. In the next five years, 

the inflation in medical services is expected to be in the 4-7% corridor while the market 
participants would seek to increase the average check and the number of visits per patient. 

• Volumes of services. The volume of services provided has been fluctuating in the last five years. 

The government is pushing to develop preventive medicine, leading to a growing average 

number of visits per patient. The expansion of private players will increase the availability of 
healthcare within reach of patients and trigger the volume of services provided. Over the next 

five years, it is expected that the volume of services offered will grow at 1-2% through to 2025. 
As a result, the total healthcare services market is forecast to grow at a CAGR of 4.5% from 

2020 to 2025.   

The Moscow region accounts for c. 21% of the Russian healthcare services market and was valued at 
RUB 804 billion in 2020 (c. USD 10.8 billion). The market is expected to expand at 6.0% CAGR to reach 

RUB 1,078 billion by 2025, driven by increasing OMS funding and out-of-pocket expenditures.  
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Figure 15. Healthcare Services Market Dynamics, Moscow Region, 2015-2025 

 

Source: BusinesStat, Central Bank of Russia, FFOMS, NEO Center analysis. 

2.6. Market segments analysis 

The healthcare services market relies on four primary sources of funding: 

• State funding includes: 

o Financing medical services from the Obligatory Medical Insurance Funds (OMS). Any 
citizen of Russia is eligible for OMS funding, covering most medical services with a few 

limitations (e.g., cosmetology, dental prosthetics, medications that are not in the List of 
Vital and Essential Drugs). 

o Direct budgetary spending stems mainly from regional budgets, such as covering those 

medical services that are not part of the basic program of obligatory medical insurance. 

• Paid services include direct payments from private individuals and companies to private and 
public healthcare services providers. 

• Voluntary health insurance (VHI) includes payments made by companies and individuals 

for individual private health insurance policies. Both private and public providers can supply 
healthcare services provided under VHI. 

• The grey market includes direct payments to physicians, not documented in financial reports 

or accounts. Most grey payments occur in state hospitals and clinics. 

The state provides the majority of funding to the healthcare services market in Russia. It contributes  
c. 77% of funding while the commercial segment (paid services and VHI) makes up only 17%. The 

Moscow region is characterized by the greater-than-average penetration of commercial services (over 

33%).  

Table 14. Healthcare Services Market by Source of Funding, Russia and Moscow Region, 

2020 

 Russia Moscow Region 

OMS 53% 40% 

Budget 24% 26% 

Paid services 12% 19% 
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 Russia Moscow Region 

Grey market 6% 3% 

VHI 5% 12% 

Note: All figures are rounded. 
Source: NEO Center analysis. 
 

State funding, which stems from OMS, comprises 53% of Russia's total healthcare services market and 

40% in the Moscow Region. This share will likely remain consistent over the next 5 to 7 years. However, 

once the tariffs become more attractive to private players, the OMS funding would increasingly go to 
private providers. In 2020, the share of private facilities which get funding from OMS reached 36%. At 

the same time, the total number of private providers (participating in the OMS program,) has increased 

from only 253 in 2007 to more than 3,300 in 2020, with penetration in almost every Russian region28. 

Direct state funding is higher in the Moscow Region than in Russia due to significant local financial 

resources. 

The voluntary health insurance (VHI) market is generally less mature, with almost 60% concentrated in 

the Moscow Region. This situation is due to the strong local economy, high concentration of large 
companies (national and foreign), more affluent population, and greater expats. However, due to the 

economic downturn, many companies seek to optimize their VHI budgets while the insurance companies, 

in order not to lose their clientele offer optimized packages (for example, a lower number of services) 

Grey payments are significant in Russia (6% of the market), although they are less common in the 

Moscow Region (3%). The grey market finds its roots in low doctors' salaries and a general cultural 
belief that payments are desirable to receive better treatment. However, with greater patient awareness, 

stricter regulations, and the private sector's development, the the grey market is expected to drop by 

10% in 2025 as compared to 2020.  

  

 

28 Medvestnik, July 2020. - https://medvestnik.ru/content/news/FOMS-otchitalsya-ob-uvelichenii-doli-chastnyh-medorganizacii-v-sisteme-

OMS-do-36.html 
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3. INTERNATIONAL BENCHMARKING OF HEALTHCARE SERVICES 

MARKET LANDSCAPE 

 

Russia has the most extensive base of consumers in Europe, with almost 146.2 million and c. 55 million 

households. After the economic turbulence in 2014, the health expenditure dropped by 33%. (Before 

that, there was a steady increase with a CAGR at c. 7%). According to WHO, the total state healthcare 

spending stands at c. 5% of GDP, increasing from 4.9% in 2012.  

The Russian healthcare sector has experienced a period of significant change since the 1990s. 
Government efforts to reform the healthcare industry along with the opening up of the economy have 

enabled growth. The first reforms led to a transformation of the mechanism under which the government 

finances the healthcare system, shifting from direct state funding to obligatory medical insurance (OMS) 

scheme, which relies on employers' contributions.  

The transformation has continued as a result of a range of other federal and regional laws. It will persist 
beyond 2022 due to an ambitious government plan which will focus on high-tech medical services (VMP), 

improving primary care, combating the high mortality rates from oncology and cardiovascular diseases.  

As a result of a growing economy, an emerging middle class in the 2000s, the establishment of the 

private healthcare sector, and other improvements to the system, Total Health Expenditure (THE) per 

capita in Russia increased from USD 95 in 2000 to USD 609 in 2018. THE as a percentage of GDP reached 

5.3% in the same period. 

In per capita terms and as a percentage of GDP, THE in Russia is above THE parameter of many 
emerging economies (such as UAE, Turkey, Malaysia). Still, it lags significantly behind most developed 

economies (such as Germany, the UK, Israel, and South Korea). There remains vast potential for further 

increases in total healthcare expenditure – at least 45% would be required, for example, to reach the 

level of THE per capita in Poland. 

Table 15. Health Expenditure per Capita and as % of GDP in Select Countries, 2018 

Country 
Total Health Expenditure 

per capita (current USD)  

Total Health Expenditure, 

% of GDP  

Germany 5,472 11.4 

UK 4,315 10.0 

Israel 3,324 7.5 

South Korea 2,543 7.6 

UAE 1,817 4.2 

Poland 979 6.3 

Brazil 848 9.5 

Russia 609 5,3 

South Africa 526 8.3 

Malaysia 427 3.8 

Turkey 390 4.1 

Georgia 313 7.1 

Thailand 276 3.8 

Source: WHO. 
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THE per capita data in the select countries between 2012 and 2014 (before the sharp fall in the Ruble 

value at the end of 2014) shows that annual growth in Russia was amongst the highest.  

Table 16. Health Expenditure per Capita in Select Countries, USD, 2012-2018 

Country 2012 2013 2014 2015 2016 2017 2018 

Germany 4,763 5,097 5,304 4,622 4,742 5,053 5,472 

UK 4,282 4,350 4,741 4,473 4,066 3,979 4,315 

Israel 2,403 2,678 2,820 2,670 2,813 3,213 3,324 

South Korea 1,566 1,701 1,899 1,919 2,034 2,259 2,543 

UAE 1,404 1,524 1,588 1,386 1,298 1,650 1,817 

Poland 815 878 911 804 813 910 979 

Brazil 957 981 1,017 782 801 935 848 

Russia 757 807 738 498 465 580 609 

South Africa 582 527 510 470 427 497 526 

Malaysia 383 392 428 380 362 381 427 

Turkey 524 551 526 453 467 443 390 

Georgia 326 335 345 276 302 286 313 

Thailand 206 213 219 214 225 252 276 

Source: WHO. 

Based on purchasing power parity (PPP), the growth of health expenditure per capita in Russia was  

moderate, with a CAGR of 2.8% for 2012-2018. Overall, Russia is ranked towards the middle when 

compared with selected international peers. 

Table 17. Health Expenditure per Capita in Select Countries, USD PPP, 2012-2018 

Country 2012 2013 2014 2015 2016 2017 2018 

Germany 4,709 4,953 5,193 5,355 5,574 5,931 6,098 

UK 3,863 4,002 4,125 4,228 4,311 4,473 4,620 

Israel 2,343 2,519 2,560 2,645 2,853 3,088 3,207 

South Korea 2,064 2,143 2,293 2,531 2,748 2,929 3,214 

UAE 2,020 2,251 2,412 2,516 2,464 3,031 3,173 

Poland 1,478 1,575 1,627 1,717 1,851 1,979 2,015 

Brazil 1,200 1,285 1,374 1,403 1,411 1,483 1,531 

Russia 1,265 1,323 1,347 1,287 1,280 1,389 1,488 

Malaysia 817 867 978 1,035 1,042 1,115 1,194 

South Africa 968 990 1,038 1,081 1,068 1,090 1,129 

Turkey 923 981 1,042 1,061 1,136 1,176 1,171 

Georgia 637 660 707 693 778 735 796 

Thailand 519 529 578 598 638 687 723 

Source: WHO. 
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Healthcare expenditure in Russia as a percentage of GDP was 5.3% in 2018. This is on a par with Poland 

but behind the leading European countries which spend 8-10% of GDP on healthcare. Germany leads 

the way, investing almost 11.5% of its GDP in healthcare.  

Table 18. Health Expenditure as Percentage of GDP in Select Countries, 2012- 2018 

Country 2012 2013 2014 2015 2016 2017 2018 

Germany 10.8 11.0 11.0 11.2 11.2 11.3 11.4 

UK 10.1 10.0 10.0 9.9 9.9 9.8 10.0 

Brazil 7.7 8.0 8.4 8.9 9.2 9.5 9.5 

South Africa 7.8 7.7 7.9 8.2 8.1 8.1 8.3 

Israel 7.1 7.1 7.2 7.1 7.2 7.5 7.6 

South Korea 6.1 6.2 6.5 6.7 6.9 7.1 7.6 

Georgia 8.4 8.4 8.4 7.9 8.4 7.1 7.1 

Poland 6.2 6.4 6.4 6.4 6.5 6.6 6.3 

Russia 4.9 5.1 5.2 5.3 5.3 5.3 5.3 

UAE 3.4 3.6 3.6 3.6 3.4 4.1 4.2 

Turkey 4.4 4.4 4.3 4.1 4.3 4.2 4.1 

Thailand 3.5 3.5 3.7 3.7 3.8 3.8 3.8 

Malaysia 3.5 3.5 3.7 3.8 3.7 3.7 3.8 

Source: WHO.  

3.1. Healthcare infrastructure 

After the collapse of the Soviet Union, the private healthcare services sector emerged in Russia, and 

state healthcare started to be considered inferior from a facility and services point of view. Since the 

beginning of the 2000s, Russia has begun a program to invest in and modernize its healthcare 
infrastructure, including building new hospitals and specialized centers of medical excellence and 

upgrading its medical equipment and technology.  

Russia inherited an excessive healthcare infrastructure from the Soviet period. In an international 

comparison of twelve countries, Russia ranks high in terms of the density of hospital beds (an indicator 

used to compare hospital infrastructure across countries) with 7.1 beds per 1,000 population which is 
lower than in South Korea (12.4) and Germany (8.1) and slightly above Poland which has 6.5 beds per 

1,000 people.  
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Figure 16. Hospitals Beds Density in Select Countries 

 

Source: OECD (data for UK – 2019; Israel, South Korea, Poland, Russia, Turkey – 2018; Germany – 2017; Israel - 
2015). WHO (data for UAE, Malaysia - 2017); Fitch Solutions (data for Brazil, 2020); NCDC (data for Georgia, 
2019), World Bank (data for Thailand – 2019).  

The focus on developing primary (in particular early diagnostics) and ambulatory care is common to 
most developed and developing nations. Over the past 20 years, the number of hospital beds per 1,000 

population has decreased in most European and OECD countries. On average, this number fell by close 
to 2% per year across the EU member states. The same trend is true for Russia, where the number of 

hospital beds dropped from 11.4 per 1,000 in 2000, to 8.5 in 2015, and 7.1 in 2018. 

Current government-driven healthcare reforms in Russia aim to optimize healthcare infrastructure and 
typically result in the closure of hospitals and a decrease in the number of beds at public facilities. Bed 

occupancy rates at public facilities are already high (85% in 2019, according to Rosstat), and a concern 

that there may be insufficient capacity to meet demand is providing opportunities for private investors.  

The increasing focus on outpatient services (in line with a global move towards the development of 

preventive care) also makes this segment attractive for private players given a high number of outpatient 
visits per capita in Russia (9.8 in 2018 as per the latest OECD data vs. 7.1 average in OECD countries). 

The number of outpatient visits in Russia per capita per year between 2005 and 2018 was higher than 
for CIS and EU countries due to reforms and policies focused on improving access to and the quality of 

outpatient and primary care and increased disease incidence.  

Figure 17. Outpatient Visits per Capita in Select Countries 

 

Source: OECD (data for Germany, South Korea, Poland, Russia, Turkey – 2018; South Africa - 2012). National 
Health Security Office (data for Thailand, 2018), Ministry of Health of Malaysia (data for Malaysia, 2017), Fitch 
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Solutions (data for Brazil, 2020), Dubai Health Authority (data for the UAE, 2019). WHO (data for Georgia, 2019; 
Israel – 2009). NHS (data for the UK – 2019), NEO Center analysis. 

 

3.2. Healthcare workforce 

During the rebuilding of its health system in the 1990s-2000s, Russia faced a series of challenges in 
developing and retaining an efficient and effective healthcare workforce. The Soviet health provision 

model was based on maintaining large numbers of health services facilities and providing healthcare 

professionals with lifelong jobs and low wages. As a result, this led to a system with minimal incentive 
to be productive or efficient. Reforms after the year 2000 aimed to resolve this by decentralizing 

management and financial responsibility and by building incentives into professionals' contracts to 
promote efficiency. Several practical measures were taken by the Ministry of Healthcare, such as 

providing training to help the workforce adapt to the new system, coaching GPs, establishing the 

independence of hospitals and polyclinics, building a new method of healthcare planning and regulation, 

and changing the payment system.  

 

Table 19. Healthcare Workforce in Select Countries 

Country 
Number of Physicians 

(per 1,000 population) 

Number of Nurses 

(per 1,000 population) 

Georgia 8.6 5.4 

Russia 4.9 7.3 

Germany 4.3 13.2 

Israel 3.2 5.0 

UK 2.8 7.8 

Poland 2.4 5.1 

UAE 2.4 5.7 

South Korea 2.3 7.2 

Brazil 1.9 4.9 

Turkey 1.9 2.3 

Malaysia 1.5 3.5 

South Africa 0.8 1.3 

Thailand 0.5 2.3 

Source: OECD (data for Germany, UK, Israel, Turkey – 2018; Poland, South Africa - 2017); NCDC (data for 
Georgia - 2019), Fitch Solutions (data for Brazil, 2020), WHO (data for UAE, South Korea, Thailand – 2018;  
Malaysia – 2017).  Rosstat (data for Russia – 2019). 

The number of physicians dropped in the 1990s. However, Russia was able to recover and currently has 

one of the highest number of physicians per capita (4.9 per 1,000 population in 2019) and the number 
of nurses per capita (7.3 per 1,000 population in 2019) in a peer group of countries. The majority of 

doctors and nurses work in state-owned facilities. 

Table 20. Number of Physicians and Nurses, Russia and Moscow Region, 2014-2019 

 Physicians (thousand) Nurses (thousand) 

 2014 2019 2014 2019 
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 Physicians (thousand) Nurses (thousand) 

Russia 
709.4 714.6 (+0.7%) 1 078.0 1 066.5 (-

1.1%) 

Moscow Region 108.1 110.3(+2.0%) 125.7 125.5(-0.2%) 

Source: Rosstat, NEO Center analysis. 

However, despite having one of the highest physician-population ratios globally, Russia faces shortages 
in specific regions and specialties, such as primary care, neurology, and radiology. Between 2014 and 

2019, the general move towards rationalizing and optimizing the public healthcare system led to 
decreased medical personnel, resulting in increased workloads and reduced availability of services29. It 

encouraged patients to seek paid services at public hospitals (for example, to reduce waiting times) or 

turn to private providers. 

3.3. Voluntary health insurance 

Since its introduction in 1992, the Voluntary Health Insurance (VHI) market in Russia has grown 

enormously due to the poor public healthcare infrastructure and the dissatisfaction amongst patients. 
Private hospitals provided higher quality services such as access to modern medical equipment and 

shorter waiting times for specialist treatments than public health services. Due to the income gap in the 
country, VHI has been disproportionately adopted in large cities such as Moscow and St. Petersburg. 

Moscow is the most attractive regional market for private providers catering to VHI policyholders. 

Internationally, health insurance schemes differ (in Israel, for example, the coverage is mainly voluntary, 

whereas, in Germany, it is universal). Still, ultimately, VHI aims to provide value-added services in a 

more extensive range or greater convenience to patients. There were c. 22 million VHI policyholders in 
Russia in 2020 (including migrants), which puts the country on a par with South Africa and Georgia but 

significantly below Germany, South Korea, and Israel. 

The long-term drivers for the VHI market in Russia include increasing penetration in the regions, growing 

awareness among the population about the benefits. Given public distrust of state healthcare, private 

players will be key beneficiaries of the growing VHI market. Despite the general stagnation of the 
voluntary health insurance market, the past year was successful for its participants30. The development 

of telemedicine within the framework of insurance policies is considered promising, especially in the 

COVID-19 pandemic31. 

 

29 RBC, 2019. - https://www.rbc.ru/society/03/11/2019/5dbecba99a79470b57a29e69 

30 Kommersant, 2021. -  https://www.kommersant.ru/doc/4722991 

31 Delovoy Profil, 2021 - https://delprof.ru/press-center/open-analytics/rossiyskiy-rynok-meditsinskogo-strakhovaniya-perspektivy-razvitiya-

dms/ 
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Figure 18. Voluntary Health Insurance Penetration in Select Countries 

 

Source: OECD (data for Germany, UK, Israel, Turkey, South Korea as of 2018; South Africa as of 2016); National 
Health and Morbidity Survey (data for Malaysia as of 2019; Insurance Supervision Service of Georgia (data for 
Georgia as of 2020); MSH International (data for Brazil), Pacific Prime Thai (data for Thailand as of 2020); CBR 
(data for Russia as of 2020); Xprimm (data for Poland as of 2020); Department of Health (UAE, data as of 2020). 
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4. PREMIUM HEALTHCARE SERVICES MARKET ANALYSIS – 
RUSSIA AND MOSCOW REGION 

4.1. Premium healthcare services market – definition  

The premium segment of the medical services market is, to a certain extent, defined by the profiles of 
the providers themselves; typically, these are hospitals and clinics that position themselves as "premium 

providers" and therefore charge higher than average prices for their services. Each provider may, 

however, have its definition of "premium." There may be a significant variation on a regional basis, 

reflecting the considerable differences in population incomes across Russia.  

Another factor to account for is the nature of the providers' offering. The premium offering may include 
a convenient location close to the target audience, provision of an extended VHI package (covering, for 

example, oncology), utilization of state-of-the-art equipment, delivery of top quality services, allocating 

a patient a single comfortable room in a public hospital or individual care from a highly qualified doctor.  

For this research, and to consider the whole of the premium healthcare services market, we have defined 

the premium healthcare services market as the aggregate spends of the population with high incomes 

on medical services at both public and private facilities.  

The following core assumptions were made when identifying the target premium audience and 

estimating the size of the premium healthcare services market. 

• Two distinct target groups were identified: people with monthly incomes over  

RUB 500,000 (affluent population) and high-net-worth individuals (HNWIs) with net assets of 

over USD 1 million, including their primary residence (as defined by Knight Frank in its Global 
Wealth Reports).  

• To define the total size of the group, we assumed the size of an average household to be 2.6 

people (as per the latest national Census) to include people that could afford premium care with 
costs covered by the affluent population and HNWIs. 

• The average ticket size for the target group of patients is assumed to be three times higher than 

the mass segment. 

• To arrive at the market value, we assumed that 25% of HNWIs in Russia derive their wealth 

from salaries (as per Knight Frank data), so we subtracted 25% from the number of HNWIs 

calculation to avoid double counting. 

4.2. Assessment of the size of the premium segment in Russia 

In Russia, 0.1-0.2% of the employed population have monthly salaries over RUB 500,000 (affluent 
population), translating to c. 250-350 thousand people (including family members). The group of high-

net-worth individuals (net assets over USD 1 million including primary residence) was estimated at  

c. 405,000 in 2020 and c. 1 million including family members.  

In 2020, the total target group for premium healthcare services was estimated at 1.26 million people, 
which constituted 0.9% of the Russian population. The Moscow region accounts for c. 62% of the entire 

group. 

The underlying factors of the premium segment growth dynamics are as follows: 

• In 2015-2020, the target group grew at a CAGR of 5% and reached its peak in 2019 with 1.3 
million people (incl. family members). Following the pandemic, the size contracted by 6% in 

2020. 

• Following the recovery from the COVID-19 pandemic, the target group size is expected to 

resume growth and reach c. 1.5 million by 2025.  

 

 

Figure 19. Premium Healthcare Services Target Group, Russia and Moscow Region, 

2015-2025 
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Note: Entire target group includes individuals with monthly salaries over RUB 500,000 (including family 
members) and HNWIs (including family members). 
Source: Knight Frank, Rosstat, NEO Center analysis. 

4.3. Premium healthcare services market size and dynamics – 

Russia and Moscow Region  

The premium healthcare services market in Russia was valued based on the following key parameters: 

• Segments. The premium healthcare market assessment is based on the total spend on 
healthcare by the target audience across all therapy areas and in all types of healthcare facilities 

(public and private). 

• Average cost of a medical visit. It comprises both the natural rate of inflation of medical 
services and price increases associated with the provision of multiple and higher-cost services 

per visit. As a result, the average annual price growth is expected to be higher than for the mass 

segment – at 6% per annum in 2020-2025. 

• Number of medical visits. The number of total medical visits per patient includes both 
outpatient visits and inpatient days. This figure is assumed to be c. 15.532 in 2015-2025 with 

low impact from economic cycles 

The premium healthcare services market in Russia was valued at RUB 131.1 billion in 2020  

(c. USD 1.8 billion). It is expected to grow at a CAGR of 13% in 2020-2025 and will reach  

RUB 245 billion in 2025. The Moscow Region accounts for c. 71% of the total market.  

 

 

32 According to BusinesStat data 
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Figure 20. Premium Healthcare Services Market, Russia and Moscow Region, 2015-2025 

 

Source: NEO Center. 

The key drivers of the Russian premium healthcare services market are as follows: 

• Growing number of HNWIs and affluent population. In a post-pandemic recovery, the 
number of HNWIs is expected to return to growth. Consequently, there will be 38% more HNWIs 

in 2025 than in 2020 – growth from 404.9 thousand to 558 thousand people. 

• Unsaturated market. The untapped potential of the premium market lies in expanding into 

the regions where there is currently a lack of provision. For example, only a handful of private 
players provide obstetrics services, while oncology services are offered mainly by the public 

sector. 

The key restraints of the Russian premium healthcare services market include: 

• Lack of personnel. To operate in a premium segment, providers need medical personnel to 

provide top-quality services and utilize high-tech equipment. However, the current education 

system does not give sufficient professionals to fill the gap in required resources. A similar 
problem is witnessed on the non-medical management staff side suffering from the lack of large, 

well-established private providers. 

• Outbound medical tourism. Due to a lack of sufficient quality healthcare service providers 
and public distrust of the healthcare system, many Russians seek treatment abroad. Once the 

international borders are open after the pandemic, outbound medical tourism is expected to 

restore. 

4.4. Overview of key premium segments 

This section provides an overview of the medical imaging, obstetrics, rehabilitation, and oncology 

segments of the healthcare service market. In Russia, the common characteristics of these segments 
include the need for sophisticated high-tech equipment (e.g., PET/CT scanners for medical imaging and 

radiation therapy equipment for oncology) and the opportunity for private players to provide value-

added services which stem from inefficiencies of the public healthcare systems (for example in obstetrics 

and rehabilitation)  

Medical imaging 

The medical imaging services market in Russia gained a significant boost with the completion of regional 
healthcare modernization programs in 2011-2012. As part of these programs. c. 400,000 units of 
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equipment, including MRI and CT scanners, were supplied to regional public healthcare facilities. As a 

result, MRI and CT services became widely available to the public.  

In parallel, the market saw an increase in private investment in the segment that created Russia-wide 
MRI and CT diagnostic centers. Among the first was the Medical Institute named after Berezin Sergey 

(MIBS) which is now the most prominent player with с. 100 diagnostic centers in Russia, Ukraine, and 

Armenia.  

The market also benefited from investment from various players, including companies from the imaging 
sphere, from adjacent segments (e.g., laboratory diagnostics), and third parties (e.g., developers).        

As a result of the intensifying competition, margins in the sector dropped from 100% in the early 2000s 

to as low as 3-5%, while the medical imaging market was estimated at RUB 35-40 billion in 2019 wit 

approx. equal split between public and private facilities33.   

The PET/CT diagnostics subsegment, on the other hand, is less mature despite considerable growth in 
the last ten years. The number of PET-centers has grown from 4 before 2009 to 40+ in 202034. It 

translates to 0.4 scanners per 1 million which is 2.5 lower than in Poland (1.0), 2.1 times lower than in 

Brazil35 , and five times lower than in Germany (2.0)36.  

Only a handful of private players have PET scanners, such as EMC, which has 7 PET/CT scanners and 

caters to the Moscow population. PET Technology is the most active player on the market, which invests 
in regional nuclear medicine infrastructure. Currently, the company provides PET/CT diagnostics services 

in 20+ Russian cities. 

In general, the Russian medical imaging market is far from saturation. In 2019 c. 85 medical imaging 
procedures (incl. CT, MRI, PET/CT, X-ray) per 1,000 population were conducted in Russia, while in 

Germany and Poland, the relative indicator (only CT and MRI counted) stood at 302 and 123, 

respectively.  

Obstetrics & gyneocology 

The obstetrics & gynecology segment accounts for c. 7% of the total healthcare services market or est. 

RUB 202 billion in 2020, according to BusinesStat. The obstetrics segment is dominated by the public 
sector and has a low presence of private players. In total, there are с. 20 private maternity hospitals in 

Russia which compete with personal value-added services (individual room, dedicated medical brigade) 

provided at public facilities. 

The most significant private player in this segment is Mother & Child, which has maternity hospitals in 
the Moscow Region (2 facilities), Ufa, Tyumen, Samara, and Novosibirsk. Some other private providers 

are also planning to diversify into obstetrics. EMC entered the segment by acquiring a private maternity 

hospital in Moscow in 2017. Some other recent launches include the private maternity hospital in 
Yekaterinburg by UMMC-Health (launched in 2019), first private maternity hospital in Krasnodar 

(established in 2019 by Yekaterininskaya Clinic), maternity hospital of Ava-Peter in St. Petersburg 

(established in 2020). 

IVF remains one of the most attractive areas for investors in the obstetrics & gynecology segment due 

to the low barriers to entry and state coverage of IVF cycles. IVF and VMP are two of the most profitable 
areas for private players to serve OMS patients. The number of IVF cycles reached 60 thousand in 2020, 

25% less than in 201937.  Mother & Child alone conducted over 15 thousand IVF cycles in 2020. 

 

33 NEO Center estimates based on BusinesStat data 

34 RBC, 2020 - https://plus.rbc.ru/news/5f1838787a8aa943474aeb2f 

35 NEO Center calculations based on Maurino C d A M, Emerson B d S. The Use of 18f-Fdg in Oncology and its Applications in 

Neuroblastomas. Canc Therapy & Oncol Int J. 2020; 16(5): 555946.DOI: 10.19080/CTOIJ.2020.16.555946 - 

https://juniperpublishers.com/ctoij/CTOIJ.MS.ID.555946.php 

36 Eurostat. - https://ec.europa.eu/eurostat/statistics-

explained/index.php?title=File:Availability_of_medical_technology_%E2%80%94_imaging_equipment,_2018_Health20.png 

37 Medvestnik, 2021. - https://medvestnik.ru/content/news/Minzdrav-otchitalsya-o-roste-kolichestva-rodov-posle-EKO-na-fone-

nevypolneniya-plana-po-chislu-ciklov.html 
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Public hospitals are likely to continue to play a significant role in deliveries over the next 5-7 years, 

primarily due to the continued modernization of public facilities. More than 30 new perinatal centers 

have been opened since the start of a state program in 2013. However, there remains an untapped 

niche opportunity for private players to provide premium obstetrics & gynecology services.  

Rehabilitation 

The Russian rehabilitation services market is in its nascent stage. Essential services such as 
physiotherapy, manual therapy, massage are offered in most public facilities. However, more 

sophisticated treatment procedures and high-tech equipment utilization are provided in a limited number 

of facilities. Overall, only 12-15% of all rehabilitation services are provided in specialized rehabilitation 
centers38. State financing via the OMS channel is not sufficient to provide the full range of procedures 

required. Another barrier is a lack of awareness among the population.  

As a result of the lack of infrastructure, the potential demand for rehabilitation services is considerable. 

For example, some 400-450 thousand people in Russia suffer a stroke annually39. The rehabilitation 
services market in Russia is estimated at EUR 125 million40 , significantly lower than in developed 

countries. For example, spending on preventive and rehabilitation services in Germany amounts to more 

than EUR 10 billion41. 

Over the last 5-7 years, several investment projects have been realized in Russia. EMC launched its 

rehab center in Zhukovka (Moscow Oblast) in 2018. Earlier in 2017, IMG gave a start to its center in 

Moscow.  

Some of the most significant projects include constructing a public Federal Children’s Rehabilitation 

Center in Podolsk (Moscow Oblast) and a Children’s Rehabilitation Center in Berdsk (Novosibirsk region), 

and a rehab clinic in Skolkovo medical cluster by the French company Orpea Group. 

Table 21. Recent Rehabilitation Investment Projects. Russia 

Investor Region Investment Project timeline 

IMG Russia  Moscow EUR 5 million  2017 

EMC 
Moscow Oblast 

(Zhukovka) 
RUB 1.7 billion Launched in 2018 

Premium Stroy 

Barnaul, up to 15 

rehabilitation clinics in 

Russia planned 

RUB 770 million  2019 

Federal Children’s 

Rehabilitation Center 

Moscow Oblast 

(Podolsk) 
RUB 4 billion 2021 

Orpea Group 

Moscow Oblast 

(Skolkovo medical 

cluster) 

EUR 6 million 2023 

USK Sibiryak Novosibirsk Region RUB 7.5 billion 2024 

Source: Open sources. 

  

 

38 BusinesStat, 2019. - 

https://businesstat.ru/news/ob_em_rynka_medicinskoj_reabilitacii_v_rossii_za_period_s_2014_g_po_2018_g_sokratilsya_na_4_3_i_sostavil

_92_5_mln_priemov/ 

39 Research Center of Neurology. - https://www.neurology.ru/monografii-rukovodstva-i-metodicheskie-rekomendacii/insult-poshagovaya-

instrukciya 

40 RG. - https://rg.ru/2020/12/16/fitnes-prosit-minzdrav-podkliuchit-ego-k-reabilitacii-perenesshih-covid-19.html 

41 Cushman & Waekefield, Rehab Clinics Report 2021. - https://cw-gbl-gws-prod.azureedge.net/-/media/cw/emea/germany/insights/reha-

report/cw_reha-report-2021_final2_eng.pdf?rev=f12011ecffac48989efe5bc43370e0c0 
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5. ONCOLOGY MARKET OVERVIEW 

Cancer demographics 

Cancer, along with cardiovascular diseases, is one of the significant causes of death in Russia and is a 

priority for the healthcare authorities. The government plans to invest RUB 1 trillion in the next six years 
into oncology infrastructure and upgrade the installed base of high-technology equipment (such as linear 

accelerators). 

Figure 21. Cancer Prevalence. Russia. 2015-2020 

 

Source: P.Herzen Moscow Oncology Research Institute, GLOBOCAN 2020, NEO Center analysis. 

Investment in diagnostics capabilities (both state and private) has led to increased cancer incidence 
rates, which grew at 2.5% on average in 2015-2019. Currently, c. 600-650 thousand patients in Russia 

are diagnosed each year with malignant neoplasms, with the total oncology patient base to be estimated 

at 3.8 million people in 2020. The Moscow Region accounts for c. 12% of all new cancer cases (as of 
2019), with c. 76.8 thousand diagnoses (48.6 thousand in Moscow and 28.2 thousand in Moscow Oblast). 

In 2020, the number of cases decreased. However, this is attributed to COVID-19. Hence, Russia is 

expected to increase cancer incidence in the long term. 

Figure 22. Cancer Incidence. Russia. 2015-2025 

 

2 325
2 399

2 472
2 562

2 675
2 612

3,4

3,5

3,6

3,8

3,9

3,8

3,1

3,2

3,3

3,4

3,5

3,6

3,7

3,8

3,9

4,0

2 100

2 200

2 300

2 400

2 500

2 600

2 700

2 800

2015 2016 2017 2018 2019 2020E

Per 100,000 population (left axis)

Total number of registered patients, million (right axis)

589,4 599,3 617,2 624,7 640,4
591,4 620,9 634,0 647,3 660,9 674,7

0

100

200

300

400

500

600

700

800

2015 2016 2017 2018 2019 2020E 2021F 2022F 2023F 2024F 2025F

thousand

A-44



 

 

 

44 

 

Notes: 
1. Number of first time registered diagnosis; 
2. All types of cancer. 
Source: P.Herzen Moscow Oncology Research Institute, Globocan 2020, NEO Center analysis. 

 

The growth in the proportion of the population with cancer reflects aging demographics and better 

diagnostics. However, when comparing incidence rates with developed economies, Russia’s age-
standardized rates (ASR) are still 10-25% lower. The age-standardized cancer incidence rate is estimated 

at 234.3 cases per 100,000 people, a 15% increase from 2012 (204.3 cases). 

Figure 23. Age-Standardized Cancer Incidence Rate in Select Countries, 2020 

 

Notes:  

1) Excluding non-melanoma skin cancer; 
2) Age-standardized incidence rate (ASR) adjust for differences in population age distribution by applying 

the observed age-specific incidence rates for each population to a standard population; the ASR is a 
weighted mean of the age-specific rates. 

Source: GLOBOCAN 2020. 

The distribution of cancer by type has remained stable over the last five years, with lung and prostate 

cancer most common among men and breast cancer most common among women. 

Figure 24. Cancer Incidence by Type of 

Cancer, Men, Russia, 2019 

 

Figure 25. Cancer Incidence by Type of 

Cancer, Women, Russia, 2019 

 

Source: P.Herzen Moscow Oncology Research Institute. 
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Screening programs and better diagnostics have led to a breakthrough in early cancer diagnostics, one 

of the most pressing issues for the Russian oncology services system. Now 57.5% of all cancers in Russia 

are diagnosed at cancer stage I or II. Despite variation in how cancer diagnoses are recorded, this is 

higher than in England (41%)42.  

Survival rates in Russia are also on par with developed nations. The one-year survival rate is 78.3%, 
which corresponds to Germany (where it is 73% for men and 78% for women43) and higher than in the 

UK (age-standardized survival rate of 73.4%)44. The Moscow Region demonstrates even better survival 
rates: 83% in Moscow and 86.5% in Moscow Oblast. The 5-year survival rate with c. 54%45 is also on 

par with England (54.6%) and Germany (50% for men and 58% for women). 

Figure 26. Proportion of Cancer Cases Diagnosed at Each Stage, Russia, and England 

  

 

Note: Totals may not add up to 100% due to rounding. 
Source: P.Herzen Moscow Oncology Research Institute. Cancer Research UK. 

 

 

 

42 Cancer Research UK, 2014. - http://www.cancerresearchuk.org/health-professional/cancer-statistics/incidence/all-cancers-

combined#heading-Two 

43 Robert Koch Institut. - https://www.krebsdaten.de/Krebs/EN/Database/databasequery_step1_node.html 

44 Public Health England. - https://www.gov.uk/government/statistics/cancer-survival-index-for-clinical-commissioning-groups-2003-to-2018 

45 Vademecum, 2018. - https://vademec.ru/news/2018/12/07/veronika-skvortsova-50-rossiyan-s-onkologiey-zhivet-bolee-pyati-let-posle-

postanovki-diagnoza/ 
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Oncology market 

The oncology services market was valued at RUB 372.6 billion in 2020 (c. USD 5.2 billion) and is expected 

to expand at a CAGR of 8.7% up to 2025. 

The market growth drivers include increasing state spending on oncology infrastructure and services 

coverage, a growing patient base due to expanding diagnostics capabilities, and aging demographics.  

Oncology services are predominantly provided by public hospitals, which account for over 90% of the 

total market in value terms.  

Figure 27. Oncology Services Market. Russia. 2012-2022 

 

Source: NEO Center. 

Surgery remains the most commonly used method to treat cancer in Russia. As a stand-alone procedure, 

it accounted for 56.2% of total treatments in 2019 (versus 53.7% in 2015). When combined with other 
types of therapy, surgery is provided to 86.6% of oncology patients. It contrasts with England, where 

surgery as a stand-alone option accounts for only 32% and 67% in all treatments46. 

Figure 28. Cancer Treatment by Type, Russia (2019) and England (2013-2016) 

  

Notes: 
• Totals may not add up to 100% due to rounding; 
• For Russia, radical treatment of malignant neoplasms first diagnosed in 2019; 
• For the UK – data for 2013-2016, excluding “other” category, which represents the group of patients who 

had no record of chemotherapy, surgery, or radiotherapy or who received other treatments (such as 
hormonal therapy or management of symptoms), treatment outside of the time frame assessed, therapy 
in a private setting; 

 

46 NCRAS, Cancer Research UK. - https://www.cancerdata.nhs.uk/treatments 
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Source: P.Herzen Moscow Oncology Research Institute, Cancer Research UK, NEO Center analysis. 

 

Radiation therapy is one of the underdeveloped segments in oncology in Russia, mainly due to the lack 
of the installed base of modern linear accelerators (linac). The government plans to launch more than 

80 linacs which still won’t be enough to satisfy the demand. The World Health Organization recommends 
countries to have three linear accelerators per 1 million population while there are only 1.5 linacs per 1 

million in Russia. Hence the total deficit is estimated at c. 250 linacs.  

 

Table 22. Number of Linear Accelerators in Select Countries. 2020-2021 

Country 
Number of linear 

accelerators 

Per 1 million population 

Germany 520 6.2 

UK 344 5.1 

Poland 148 3.9 

Georgia 14 3.8 

Israel 33 3.5 

South Korea 152 2.9 

Turkey 255 3.0 

Malaysia 58 1.7 

Russia 225 1.5 

   Moscow Region 80-90 3.9-4.4 

Brazil 321 1.5 

South Africa 100 1.7 

Thailand 87 1.2 

UAE 6 0.5 

Source: IAEA Directory of Radiotherapy Centers, NEO Center analysis, NEO Center estimates for the Moscow 
region. 

 

The radiation therapy market is driven by state capital investment and the leading equipment 

manufacturers (Varian and Elekta) to develop local production in Russia. The state clinics acquired 50+ 
linacs in 2019-2020 alone, while MedInvestGroup and its subsidiary PET Technology plan to realize the 

nationwide project “100 linacs” to satisfy the growing demand. Some of the current market leaders in 
radiation therapy include EMC with the most extensive installed base of linacs (11), the state N.N. Blokhin 

Russian Cancer Research Center (7) and MIBS launched the first proton therapy center in the country.  

Russia’s oncology services provision infrastructure is represented by public and private facilities. Public 

infrastructure comprises oncology dispensaries (the most common type of facility dedicated to the 

treatment of oncology patients) and specialized oncology hospitals. According to the National Medical 
Research Radiological Centre of the Ministry of Health of the Russian Federation, there were 92 

oncology dispensaries in Russia (88 of them with inpatient facilities) and 3 specialized oncology 

hospitals in 2019.  
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As of 2020, in the Moscow Region, there were 18 general oncology facilities (15 in Moscow and 3 in 

Moscow Oblast), 6 of them are federal facilities, and 13 – regional (under the region’s authority)47. 

Some of the critical public oncology hospitals in the Moscow Region include: 

• National Medical Research Center "Oncology named after N.N. Blokhin"; 

• P. Hertzen Moscow Oncology Research Institute; 

• Russian Scientific Center for X-ray Radiology; 

• Dmitry Rogachev National Medical Research Center of Pediatric Hematology, Oncology, and 

Immunology. 

The private oncology facilities landscape is limited, with EMC being the largest provider in terms of the 

installed base of radiation therapy equipment and the inpatient capacity.   

 

Table 23. Key Oncology Services Providers. Russia 

Provider Region 
Date of 

launch 

PET/CT 

availability 

Radiation 

therapy 

equipment 

Equipment 

generation 

EMC Moscow 2015 7 units 
11 linear 

accelerators 
✓✓✓ 

Medicine JSC Moscow 2012 1 unit 
2 linear 

accelerators 
✓✓✓ 

OncoStop Moscow 2011   

1 linear 
accelerator 

1 CyberKnife 

✓✓ 

MIBS St. Petersburg 2008 

Units in St. 
Petersburg. 

Novosibirsk. 

Tomsk. 
Barnaul. Tver 

(planned) 

2 Gamma Knives 
1 CyberKnife 

2 Linear 

accelerators 
1 ProBeam 

(proton therapy) 

✓✓ 

Reavita radiation 

therapy center 
Kazan 2017 - 

1 TomoTherapy 

HD 
✓✓ 

PET Technology 

(Medinvest Group) 

Ufa, 

Yekaterinburg 
2014 

30+ in 27 

Russian 

regions 

13 units (Moscow 
Region, Ufa, 

Yekaterinburg, 

Perm) 

✓✓✓ 

K31 City 

(Medinvest Group) 
Moscow 2020 - 

2 linear 

accelerators 
✓✓✓ 

Medscan Oncology 

Center 
Moscow 2016 - 

1 linear 

accelerator 
✓✓ 

N.N. Blokhin Russian 

Cancer Research 

Center 

Moscow 1951 2 units 
6 linear 

accelerators 
✓✓ 

P.A. Hertzen Moscow 
Cancer Research 

Institute 
Moscow 1903 - 

4 linear 
accelerators 

1 CyberKnife 

✓ 

 

47 NEO Center research based on data from National Oncology Program (nop2030.ru), Moscow Medicine Journal, the Ministry of Healthcare 

oncology portal. - https://onco-life.ru/ 
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Provider Region 
Date of 

launch 

PET/CT 

availability 

Radiation 
therapy 

equipment 

Equipment 

generation 

Russian Scientific 

Center for X-ray 

Radiology 

Moscow 1924 - 
4 linear 

accelerators 
✓✓ 

N. N. Burdenko 
National Medical 

Research Center of 

Neurosurgery 

Moscow 1932 - 

1 linear 

accelerator 

2 stereotactic 
radiosurgery 

units 

✓✓ 

National Medical 
Research Centre 

"Treatment and 
Rehabilitation Centre" 

of the Ministry of 

Health 

Moscow 2006 - 
2 linear 

accelerators 
✓✓ 

D.D. Pletnev City 

Clinical Hospital 
Moscow 1957 - 

1 linear 

accelerator 

 1 gamma 

therapy unit 

✓✓ 

Moscow City Oncology 

Hospital No. 62 
Moscow 1959 - 

2 linear 

accelerators 

2 gamma therapy 

units 

✓✓ 

City Clinical Hospital 

№ 40 
Moscow 1940 - 

2 gamma therapy 

units 
✓ 

Federal high-
technology center of 

medical radiology 

Dimitrovgrad 2019 2 units 

Proton 
accelerator 

3 linear 

accelerators 

✓✓ 

Note: Tick marks signify the generation of radiation therapy equipment. Companies with 3 tick marks have or plan 
to have (in the case with Medicine JSC nuclear medicine facility to be launched in 2021) the latest Varian Halcyon 
line of equipment, two tick marks represent the availability of Сlinac and/or Truebeam from Varian, Synergy from 
Elekta, Cyberknife and/or TomoTherapy HD from Accuray, 1 tick mark – other types of linear accelerators. 
Source: company information, NEO Center research. 
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6. COMPETITIVE ANALYSIS 

 
The Russian healthcare services market has two distinct groups of providers: state and private. State 

providers can be subcategorized into regional and federal facilities. While public facilities offer a complete 
range of outpatient and inpatient services, the remote segment primarily focuses on the ambulatory 

part. Only a handful of private providers have sizeable inpatient facilities capable of competing with 
public hospitals such as federal institutions. However, the government is gradually opening up the market 

to private players, and the VMP segment, in particular, is expected to attract investment.  

The Russian healthcare services market is highly fragmented. The top-200 private players hold a 

combined c. 5% share of the total healthcare market (including state funding via OMS and budgetary 

spending) or 29% taking into account the paid services segment only (out-of-pocket payments, VHI). 
Most private players have a limited presence in Russian regions, with only 48 of the top-200 largest 

private providers having a medical center in more than one region. 

Medsi (RUB 25 billion revenue in 2020), MD Medical Group (RUB 19.1 billion in 2020), and EMC  

(RUB 19.0 billion in 2020) are the top-3 private healthcare providers in Russia. The second tier of private 

companies has revenues that do not exceed RUB 10 billion in most cases. 

Table 24. Profiles of Key Private Healthcare Providers 

Provider Number of 

facilities 

Presence in 
Russian 

regions 

Number of 

unique patients 

Revenue, 2019 

Medsi 36 9 692.8 thousand RUB 22.3 billion 

MDMG 42 19 n/a RUB 16.2 billion 

EMC 9 2 88.4 thousand RUB 14.85 billion 

SM Clinic 22 4 n/a RUB 9.7 billion 

MedInvestGroup 78 28 n/a RUB 7.7 billion 

Medicine JSC 1 1 53.4 thousand RUB 5.0 billion 

Scandinavia 

(Ava Peter) 
20 4 210 thousand RUB 4.9 billion 

Medswiss 7 3 127.2 thousand RUB 4.4 billion 

Bud’ Zdorov 9 6 280.5 thousand RUB 4.3 billion 

Source: Vademecum, companies information. 

 

EMC along with Medicine JSC are the two companies that have the most comprehensive service offering, 

including capital intensive oncology services, such as radiation therapy, and the most advanced 
diagnostics techniques, such as PET diagnostics. EMC and Medicine JSC, along with MDMG, operate in 

the premium segment of the market. 

Table 25. Services Offerings in Select Private Healthcare Services Providers 
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Medsi - - ✓ ✓ ✓ - ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ - 
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MDMG - - ✓ - ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ - 

EMC ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ 

SM Clinic - - ✓ ✓ ✓ - ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ - 

MedInvestGroup ✓ ✓ ✓ ✓ ✓ - ✓ ✓ ✓ ✓ ✓ ✓ ✓ - ✓ - 

Medicine JSC ✓ ✓ ✓ ✓ ✓ - ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ - 

Scandinavia + 

Ava Peter 
- - - ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ - 

Medswiss - - - ✓ - - - ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ - 

Bud’ Zdorov - - - - - - - ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ - 

Source: companies websites. 

 

Table 26. Services Costs Comparison in Select Healthcare Services Providers. 2021 

Company 
Doctor 

consultation 
MRI PET/CT 

Knee 

replacement 

Medsi RUB 2,000-7,500 
RUB 5,750-

29,400 
- n/a 

MDMG 
RUB 3,100-

21,400 

RUB 6,600-

28,200 
- 

RUB 188,800-

196,010 

EMC 
RUB 14,852-

21,700 

RUB 18,320-

55,583 

RUB 89,823-

108,054 

RUB 173,420-

582,514 

SM Clinic RUB 1,950-4,550 
RUB 3,650-

28,500 
- n/a 

MedInvestGroup 
RUB 2,200-

31,900 

RUB 4,500-

39,000 
- 

RUB 295,000-

399,400 

Medicine JSC 
RUB 6,600-

11,720 

RUB 16,120-

43,400 

RUB 80,000-

88,000 

RUB 614,900-

811,000 

Scandinavia + 

Ava Peter 
RUB 1,500-8,500 

RUB 4,800-

26,800 
- - 

Medswiss RUB 2,600-8,400 
RUB 4,980-

41,890 
- - 

Bud’ Zdorov RUB 1,500-3,500 RUB 3,320-6,224 - - 

Source: companies websites. 
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With competition in the Moscow Region intensifying, most of the leading players are planning regional 

expansion and service diversification, and franchise launches (in the case with Medsi and SM Clinic).  

The following outlines the key developments within the leading private healthcare services providers: 

• Medsi. Medsi is a part of a diversified investment holding Sistema and has  
c. 50 healthcare facilities in Russia. The company grows both organically and via acquisitions. It 

plans to develop its franchise program Smart-500 (500 sq.m. facility with 15 doctors’ offices) 
and launch up to 20 partner clinics by 2024. In 2019 Medsi started its premium business with 

the launch of MEDSI Premium – a personalized medicine clinic with 11 hospital beds in Moscow. 

• Mother and Child (MDMG). The only Russian medical services provider on the London Stock 
Exchange. The IPO took place in 2012. Its core competency is obstetrics & gynecology and 

reproductive medicine. MDMG is growing both organically and through mergers and acquisitions. 

Since the purchase of Avicenna Medical Center in Novosibirsk (1 hospital and 3 clinics) in 2014, 
MDMG has completed other acquisitions, mainly in the outpatient and IVF segments, and 

expanded its current facilities, and opened new clinics. At the end of 2020, MDMG launched 
Lapino-2 120-bed surgical facility in Moscow Oblast, expanding its capacity by 12,000 operations 

per year. A full spectrum of oncology services (such as PET/CT diagnostics and radiation therapy) 

will be launched. At the same time, MDMG put on hold CAPEX in Russian regions. 

• European Medical Center (EMC). EMC is a premium provider with nine facilities in the 
Moscow Region. The company opened the Oncology Institute in 2015 and acquired a maternity 

clinic in 2017. In 2018, EMC launched a rehabilitation center in Moscow Oblast. In April 2020, 
EMC launched a Moscow international oncology center based on a City Clinical Hospital #63 

(concessionary agreement). The new oncology center capacity will amount to 45,000 PET/CT 

examinations, 25,000 chemotherapy sessions, 2,000 surgical operations, up to 10,000 radiation 
therapy procedures. Based on the Central district hospital in Kolomna (Moscow Oblast), a new 

oncology center was opened in June 2020. The center provides chemotherapy and is expected 
to become the full-service oncology center with radiation therapy and surgery capabilities.  EMC 

was also a pioneer in the Russian market by launching a holistic healthcare services package to 
its clients (360 Health). It combines personalized medical counseling based on comprehensive 

patient data from wearable devices, lifestyles and nutrition habits, genetics tests, check-ups, 

and laboratory tests.  

• MedInvestGroup. The company is one of Russia's most extensive diversified healthcare 
holdings with assets in pharmaceuticals manufacturing and healthcare services. One of the 

critical assets is PET Technology's largest network of PET/CT centers in Russia, with plans to 
become the largest provider of radiation therapy services. The company plans to launch 100 

linear accelerators across Russian regions. The healthcare services business also includes K+31 

clinics (2 facilities), an oncology rehabilitation center, Labquest laboratories. Early in 2020, it 

was announced the MedInvestGroup acquired 27.78% of EMC. 

• Medicine JSC. Medicine JSC is more conservative in its growth plans. The company caters to 

affluent patients in Moscow and operates only one facility. In 2012, Medicine JSC diversified into 
the oncology segment, having launched its Oncology Center Sofia with a full range of services, 

including surgery, chemotherapy, and radiotherapy. The company plans to launch an Institute 
of Nuclear Medicine in Khimki (Moscow Oblast) in 2021, focusing on the latest technologies in 

oncology patients' treatment.   

• Ilyin hospital. A new premium facility launched in 2019. The hospital served 15,000 patients 

in 2020 with revenues at RUB 1.4 billion. The company plans to expand to radiation therapy and 

ambulatory surgery capabilities.   

• Moscow International Medical Cluster (MIMC). In addition, the Moscow International 

Medical Cluster on the site of the Skolkovo Innovation Center will bring together several Russian 
and foreign healthcare services providers that will be able to operate under a special regime. 

Investors from an OECD country will not need Russian licenses to provide services and be free 

to use their guidelines. The critical projects within MIMC would include a diagnostics and 
therapeutic clinic by Hadassah, Israel (2019-2021), a rehabilitation center by Clinea, France 
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(2022), a University Hospital by Strasbourg University Hospital. France (2022), a Nuclear 

Medicine Center (2023), a multifunction medical center (2022).  
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7. MEDICAL TOURISM TRENDS OVERVIEW – RUSSIA 

7.1. Russian outbound medical tourism 

Outbound medical tourism is defined as the intentional travel of a patient to another country for medical 

treatment. There are different reasons that patients opt for medical tourism, including financial savings 

(which is a standard driver in countries with expensive medical services such as in the US), service 

quality and waiting times, and the unique competencies of certain healthcare providers.  

In the Russian outbound medical tourism market, the two groups of destinations are distinguished: 

• Destinations for health savings purposes. These primarily include CIS countries such as Belarus, 
which hosts 500-600 thousand Russian patients annually48. 

• Premium destinations. These include European countries, Israel, South Korea. Such destinations 

are chosen by affluent citizens of Russia. 

According to the Russian Medical Tourism Association, the number of outbound medical tourists from 
Russia reached 150 thousand in 2013, followed by a decline to с. 80-100 thousand per year. The 

estimated spending of Russian medical tourists was estimated at USD 0.8-1.5 billion in 2019. Some 
popular destinations for Russian medical tourists include Israel and Germany – the primary locations 

with a strong brand in Russia to treat oncology and cardiovascular diseases. Switzerland is a destination 

for the most affluent population and a popular place for medical check-ups. 

Figure 29. Russian Outbound Medical Tourism Market Structure by Country, 2019 

 

Source: Techart 

 

 

Table 27. Key Therapy Areas in Select Medical Tourism Destinations 

Destination country Key services 

Germany oncology, cardiology, neurosurgery, radiation therapy, rehabilitation 

Israel oncology, neurosurgery, cardiovascular diseases and surgery, IVF 

South Korea internal medicine, medical check-ups, obstetrics & gynecology, 

traumatology 

 

48 RG. - https://rg.ru/2021/02/24/rossiiane-nachali-vnov-bronirovat-putevki-v-sanatorii-belarusi.html 
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Destination country Key services 

Finland cardiac surgery, orthopedic surgery, oncology, obstetrics, 

rehabilitation for cardio and orthopedic patients 

Switzerland medical check-ups, oncology, surgeries 

Source: Techart, NEO Center research. 

 

The demand for medical tourism will likely recover in the next 2-3 years due to the stabilization after the 

Covid-19 pandemic. Some of the other drivers would include the health tourism marketing activities, for 

example, from countries such as Finland and South Korea and economies from South-East Asia. 
However, due to economic uncertainties, the total number of outbound patients is likely to stabilize at 

c. 100.000 patients per year.   

7.2. Russian inbound medical tourism 

Though the government of Russia is actively supporting inbound medical tourism, several fundamental 
factors hinder the future growth prospects of medical tourism in the country. These include the inferior 

brand of Russia as an attractive health tourism location, language barriers, inadequate state facilities 
infrastructure, and regional disparities. As a result, Russia ranks low in the international rankings of 

medical tourism destinations.  

Table 28. Medical Tourism Index by Country 

Country 
Ranking (score),  

2020-2021 

Ranking (score), 

2016-2017 

Canada 1 (76.47) 1 (76.62) 

UK 5 (71.92) 2 (74.87) 

UAE 
6 (71.85) – Dubai;  

9 (70.26) - Abu Dhabi 

16 (67.54);  

25 (63.65) 

Israel 8 (70.78) 3 (73.91) 

Germany 12 (69.29) 6 (71.90) 

South Korea 14 (68.81) 8 (70.16) 

Thailand 17 (66.83) 18 (66.6) 

South Africa 22 (65.82) 27 (62.2) 

Poland 29 (64.10) 24 (63.79) 

Turkey 30 (63.91) 32 (59.49) 

Russia 41 (60.17) 34 (57.01) 

Notes: Data was gathered by conducting a national survey with 3.030 Americans of every age, gender, education 
level, and socioeconomic status. 
Source: The Medical Tourism Association, International Healthcare Research Center (IHRC). 

 

However, Russia is well-positioned to attract cost-savvy tourists due to its competitive price/quality 

offering. Other competitive advantages include the availability of well-equipped federal and private 
facilities (concentrated in Moscow and St. Petersburg) and competencies (for example, in areas such as 

IVF, ophthalmology, traumatology). Short- and mid-term opportunities are also related to vaccination 

tours. Medsi launched such a tourist package in 202149. 

 

49 Vedomosti, 2020. - https://www.vedomosti.ru/business/articles/2021/04/07/865066-cosmos-travel 
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Table 29. Medical Services Price Comparison by Country, 2021 

 
Radiation 

therapy 
RFA PET/CT IVF 

Germany from EUR 8,000 EUR 8,000-14,000 from EUR 2,000 from EUR 4,500 

Israel from EUR 5,000 EUR 13,400 from EUR 1,100 from EUR 7,000 

South Korea from EUR 4,200 EUR 3,000-15,000 from EUR 780 from EUR 4,300 

Russia from EUR 1,900 EUR 4,000-5,500 from EUR 500 from EUR 1,200 

  EMC from EUR 2,300 EUR 7,000-10,000 from EUR 1,010 from EUR 2,500 

  Medicine JSC from EUR 4,200 EUR 4,600 EUR 870-950 from EUR 2,500 

  PET Technology EUR 900-5,200 n/a EUR 650-700 n/a 

Notes: 
1) Radiation therapy prices per 1 course (with the utilization of linear accelerators); 
2) RFA – radiofrequency ablation; 
3) USD prices converted to EUR at a current rate (as of April 2021). 

Source: Russiamedtravel, MediGlobus, Bookimed, NEO Center research. 

 

The patient inflow to Russia amounted to 564 thousand in 2019 (300 thousand in 2018, 120 thousand 

in 2017), while the inbound medical tourism brought USD 470 million in revenues50. Patients from Central 
Asia (Uzbekistan, Tajikistan, Kazakhstan) account for c. 60% of all foreign patient flow. However, this is 

not necessarily related to medical tourism because many citizens of those countries temporarily live in 

Russia and may have looked for medical services due to illnesses and injuries during their stay in Russia. 

Figure 30. Foreign Patients Treated in Russia by Region, 2019 

 

Note: Data based on 71 Russian regions and 60 federal facilities. 
Source: Mednet.ru 

 

Some of the sought-after services include stomatology (44% of patients), gynecology and urology 

(25%), ophthalmology (10%), plastic surgery (10%), and cardiology (5%)51.  

Taking the ratio of medical tourists to a country’s population as a proxy and as evidenced in the more 

developed medical tourism hubs, Russia could potentially attract up to 1 million medical tourists annually.  

To limit the outflow of Russian patients in the future, the government is developing a particular zone in 

Russia to plant international clinics – the Moscow International Medical Cluster (MIMC), which will host 

 

50 Analytical Center for the Government of the Russian Federation, 2020. -  https://ac.gov.ru/uploads/2-Publications/FEA/VED.2.2020.pdf 

51 Techart, 2020. - https://techart.ru/insights/3910 
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more than ten clinics by 2029 and will be able to cater to 300,000 patients per year52. The advantages 

of MIMC include the recognition of medical licenses and other permits issued by OECD countries. At the 

same time, patients can be diagnosed and treated according to protocols not yet authorized in Russia. 
Some of the key investors include Hadassa (Israel), Clinea International (France), Strasbourg University 

Hospital (France).  

 

 

52 MIMC. - https://mimc.global/en/about/ 
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