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An investor /analyst earnings call for the 2Q and 1H 2016 results, orginised by GHG, will be held on Monday, 15 August
2016, at 14:00 UK / 15:00 CET / 09:00 U.S Eastern time. Please find below the dial ins:

Dial-in numbers: 30-Day replay
Pass code for replays / conference ID: 62642121 Pass code for replays / conference ID: 62642121
International Dial in: + 44 (0) 2071 928000 International Dial in: +44 (0) 1452 55 00 00
UK: 08445718892 UK National Dial in: 08717000145
US: 18669661396 UK Local Dial in: 08443386600
Austria: 019286559 US Free Call Dial in: 1 (866) 247 4222
Belgium: 024009874
Czech Republic: 228881424
Denmark: 32728042
Finland: 0942450806
France: 0176700794
Germany: 030221531802
Hungary: 0614088064
Ireland: 014319615
Italy: 0687502026
Luxembourg: 27860515
Netherlands: 0207143545
Norway: 23960264
Spain: 914146280
Sweden: 0850692180
Switzerland: 0315800059
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FORWARD LOOKING STATEMENTS
This document contains statements that constitute “forward-looking statements”, including, but not limited to, statements concerning
expectations, projections , objectives, targets, goals, strategies, future events, future revenues or performance, capital expenditures,
financing needs, plans or intentions relating to acquisitions, competitive strengths and weaknesses, plans or goals relating to financial
position and future operations and development.
While these forward-looking statements represent our judgments and future expectations concerning the development of our business, a
number of risks, uncertainties and other factors could cause actual developments and results to differ materially from our expectations.
These factors include, but are not limited to the following: (1) general market, macroeconomic, governmental, legislative and regulatory
trends; (2) movements in local and international currency exchange rates; interest rates and securities markets; (3) competitive pressures;
(4) technological developments; (5) changes in the financial position or credit worthiness of our customers, obligors and counterparties
and developments in the market in which they operate; (6) management changes and changes to our group structure; and (7) other key
factors that we have indicated could adversely affect our business and financial performance, which are contained elsewhere in this
document and in our past and future filings and reports, including those filed with the respective authorities.
When relying on forward-looking statements, investors should carefully consider the foregoing factors and other uncertainties and events.
Accordingly, we are under no obligations (and expressly disclaim such obligations) to update or alter our forward-looking statements
whether as a result of new information, future events, or otherwise.



GHG PLC 2nd quarter and half-year 2016 results

4

Georgia Healthcare Group PLC (“GHG” or the “Group” – LSE: GHG LN), announces the Group’s second quarter and half
year 2016 consolidated financial results. Unless otherwise mentioned, comparatives are for the second quarter of 2015. The
results are based on International Financial Reporting Standards (“IFRS”) as adopted in the European Union (“EU”), are
unaudited and extracted from management accounts.

HIGHLIGHTS
GHG announces today the Group’s 2Q16 and 1H16 consolidated results, reporting a record half year profit of GEL 45.2
million (US$19.3 million/GBP 14.4 million) and earnings per share (“EPS”) of GEL 0.29 (US$ 0.13 per share/GBP 0.09
per share).

GHG – the leading integrated player in the Georgian healthcare ecosystem of GEL 3.4 billion aggregate value

1H16 financial performance

 Net profit was GEL 45.2 million (US$ 19.3 million / GBP 14.4 million), (up 239.6% y-o-y)
 Net profit, adjusted was 18.1 million1 (US$ 7.7 million / GBP 5.8 million)
 EPS was GEL 0.29 (US$0.13 / GBP 0.09 per share)
 EPS, adjusted, was GEL 0.152 (US$0.07 / GBP 0.05 per share)
 Revenue was GEL 174.2 million (up 55.5% y-o-y)
 EBITDA was GEL 34.0 million (up 44.2% y-o-y)
 Return on Average Equity (“ROAE”), adjusted, was 14.2%3

2Q16 financial performance

 Net profit was GEL 32.2 million (US$ 14.2 million / GBP 10.6 million), (up 371.6% y-o-y, up 176.2% q-o-q)
 Net profit, adjusted, was GEL 8.1 million (US$ 3.4 million / GBP 2.6 million)
 EPS was GEL 0.22 (US$0.09 / GBP 0.07 per share)
 EPS, adjusted, was GEL 0.08 (US$0.03 / GBP 0.02 per share)
 Revenue was GEL 101.7 million (up 76.9% y-o-y, up 40.1% q-o-q)
 EBITDA was GEL 16.9 million (up 25.3% y-o-y, down 1.4% q-o-q)
 Return on Average Equity (“ROAE”), adjusted, was 12.8%

Healthcare services – the largest healthcare services provider in the fast-growing, predominantly privately-owned,
Georgian healthcare services market

1H16 financial performance

 Revenue was GEL 119.2 million (up 34.8% y-o-y)
 Organic revenue growth was 13.0% y-o-y
 Gross profit was GEL 53.7 million (up 40.9% y-o-y)
 EBITDA was GEL 35.0 million (up 56.6% y-o-y)
 EBITDA margin was 29.3% (up 400 bps y-o-y)
 Operating leverage was positive at 21.9 percentage points y-o-y
 Net profit was GEL 47.5 million (up 280.5% y-o-y)
 Net profit, adjusted, was 20.3 million, (US$ 8.7 million / GBP 6.5 million)

1 Net profit adjusted for one-off non-recurring gain due to deferred tax adjustments (in the amount of GEL 29.3 million for GHG, which fully resulted from the
Group’s healthcare services business) and adjusted for one-off currency translation loss in June (“translation loss”) (in the amount of GEL 2.1 million), which
resulted from settlement of the US Dollar denominated payable for the acquisition of GPC, the Group’s pharma business. For details on the deferred tax
adjustments, see the explanation in the bullet point immediately preceding “Healthcare services business“ on page 5.
2 Earnings per share (EPS) equals Profit for the period attributable to shareholders of the Company adjusted for one-off non-recurring gain due to deferred tax
adjustments and adjusted for one-off translation loss in June divided by weighted average number of shares outstanding during the same period.
3 Profit for the period attributable to shareholders of the Company adjusted for one-off non-recurring gain due to deferred tax adjustments and adjusted for one-off
translation loss in June, divided by average equity attributable to shareholders of the Company for the same period net of unutilised portion of IPO proceeds.
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2Q16 financial performance

 Revenue was GEL 58.8 million (up 28.7% y-o-y, down 2.8% q-o-q)
 Gross profit was GEL 26.7 million (up 29.4% y-o-y, down 1.4% q-o-q)
 EBITDA was GEL 17.2 million (up 35.4% y-o-y, down 3.7% q-o-q)
 EBITDA margin was 29.2% (up 140 bps y-o-y, down 30 bps q-o-q)
 Operating leverage was positive at 10.8 percentage points y-o-y
 Net profit was GEL 35.3 million (up 414.6% y-o-y, up 190.8% q-o-q)
 Net profit, adjusted, was 9.9 million (US$ 4.2 million / GBP 3.2 million)

Pharma business – the third largest pharmaceutical retailer and wholesaler in Georgia

2Q16 and 1H16 financial performance4

 Revenue was GEL 30.7 million
 Gross profit was GEL 5.6 million
 EBITDA was GEL 0.6 million
 Net loss was GEL 0.4 million

Medical insurance business – the largest medical insurance provider in Georgia

1H16 financial performance

 Net insurance premiums earned were GEL 29.1  million (up 4.7% y-o-y)
 Gross profit was GEL 2.3 million (down 49.0% y-o-y)
 Loss ratio was 85.7% (up 7.1 percentage points y-o-y)
 Expense ratio was 21.0%5 (up 3.1 percentage points y-o-y)
 Combined ratio was 106.6% (up 10.0 percentage points y-o-y)
 EBITDA was negative at GEL 1.5 million
 Net loss was GEL 1.9 million

2Q16 financial performance

 Net insurance premiums earned were GEL 15.3  million (up 8.3% y-o-y, up 10.6% q-o-q)
 Gross profit was GEL 1.3 million (down 44.0% y-o-y, up 33.2% q-o-q)
 Loss ratio was 85.0% (up 6.9 percentage points y-o-y, down 1.4 percentage points q-o-q)
 Expense ratio was 21.8% (up 4.5 percentage points y-o-y, up 1.7 percentage points q-o-q)
 Combined ratio was 106.8% (up 11.4 percentage points y-o-y, up 0.3 percentage points q-o-q)
 EBITDA was negative at GEL 0.8 million
 Net loss was GEL 1.7 million

Notable developments and operating performance highlights in 2Q 2016

 In May 2016, we completed the acquisition of GPC, one of the largest retail and wholesale pharmacy chains in
Georgia, becoming the major purchaser of pharmaceutical products in Georgia. We also became the leading integrated
player in the Georgian healthcare ecosystem of GEL 3.4 billion aggregate value.

 In June 2016, we announced the appointment of Givi Giorgadze as CEO of our medical insurance business, with effect
from 1 July 2016. Givi brings with him strong knowledge of the Georgian insurance and private banking business, and
his expertise will be invaluable to improve the results of our medical insurance business.

4 Pharma business financials are included since 1st of May 2016, as GHG completed the acquisition of the pharma business in May 2016 and started consolidation
afterwards
5 In prior year GHG financial statements, the Group had offset agents’ commission fees paid for attracting insurance premiums with insurance revenue. Therefore
insurance revenue was presented on a net basis in all prior period accounts. The Group reconsidered the presentation and decided that separate presentation of
agents’ commissions aids
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 The total number of employees reached 11,884, of which 9,745 were at the healthcare services business, 1,702 at the
pharma business and 437 at the medical insurance business. Total number of employees grew by 3,344 employees, or
at 39.2%, compared to a year ago mainly driven by the acquisition of JSC GPC and outpatient rollout.

 The number of physicians was 2,954 and the number of nurses was 2,795, as of 30 June 2016, an
increase 459 physicians and 475 nurses versus the same time last year, and implying a y-o-y growth of
18.4% and 20.5%, respectively.

 We have completed implementation of new enterprise resource planning system (ERP), a software for data collection,
transaction capturing, accounting and further analysis of financial transactions. The ERP enhances our capabilities to
identify and extract further efficiencies in our operations.

 In May 2016 the parliament of Georgia approved change in current corporate taxation model, with changes applicable
from 1 January 2017 for all entities apart from financial institutions, including insurance businesses (the changes are
applicable to financial institutions, including insurance businesses, from 1 January 2019). The changed model implies
zero corporate tax rate on retained earnings and 15% tax rate on distributed earnings, compared to the previous model
of 15% tax rate charged to the company’s profit before tax, regardless of the retention or distribution status. The
change had an immediate impact on deferred tax asset and deferred tax liability balances (“deferred taxes”)
attributable to previously recognized temporary differences, arising from prior periods. The Group considers the new
regime as substantively enacted effective June 2016 and thus has re-measured its deferred tax assets and liabilities as
at 30 June 2016. The Group has estimated the portion of deferred tax assets or liabilities that it expects to utilize by 1
January 2017 for its non-financial businesses and the portion of the deferred tax assets or liabilities it expects to utilize
by 1 January 2019 for its financial businesses. Based on such assessment, the Group has fully written off the unutilized
portion of deferred tax assets and liabilities. The deferred tax liabilities that were reversed significantly exceeded the
deferred tax assets written off 6. The net amount (“Deferred tax adjustments”) was recognized as an income tax
benefit for the Group and amounted to GEL 25.1 million. The amount is reflected as a non-recurring income tax
benefit item in the income statement. The amount is fully attributable to the Group’s healthcare services business. The
deferred tax assets and liabilities remaining as of 30 June 2016 are attributable to only those temporary differences that
are expected to be utilized or reversed prior to 1 January 2017.

Healthcare services business

 As of 30 June 2016, our healthcare services business operated 15 referral hospitals, 20 community hospitals and 6
ambulatory clusters (consisting of 9 district ambulatory clinics and 28 express ambulatory clinics).

 We have launched one of the largest outpatient and diagnostic centres (the “Centre”) in Georgia. The
Centre is part of the Deka hospital (“Deka”) and is the first department launched at Deka since the start
of its renovation in January 2016. Equipped with advanced medical equipment, the Centre will cater to
all age groups and will provide a comprehensive range of diagnostic and outpatient services.

 We have launched two ambulatory clusters in Tbilisi: one in the Mtatsminda neighbourhood, covering a
population of c.105,000 and another in the Isani neighbourhood, covering a population of c. 300,000.

 As of 30 June 2016, total beds operated were 2,467 (down from 2,686 since 1Q16), of which 2,005 beds were at
referral hospitals (down from 2,229 since 1Q16) and 462 beds were at community hospitals (up from 457 since 1Q16).
The change in total number of beds is primarily due to: 1). disposal of the 82-bed Tbilisi Maternity Hospital “New
Life” (“New Life”), in exchange for the 33.3% minority shareholding in Iashvili that GHG acquired in February 2016
2). there is a temporary reduction in the number of operating beds at Deka and Sunstone Hospitals, due to the
renovation of these two hospitals.

 Our healthcare services market share by number of beds was 25.1% as of 30 June 2016. The change in market share by
number of beds, from 26.6% to 25.1% is due to the reduced number of referral hospital beds as explained above.

6 Gross deferred income tax liability was GEL 26.7 million while the gross income tax asset was GEL 1.5 million. Net income tax benefit recognised in
the income statement represents the net of these two amounts. Significant deferred tax liabilities that were reversed arose from the timing differences
between the IFRS balance sheet and the tax balance sheet relating to accumulated depreciation, allowance for impairment of receivables, share-based
compensation, intangible assets, accruals of certain provisions, and various other items.
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 Our hospital bed occupancy rate was 57.6% in 2Q16 (60.4% in 1Q16).

 Our referral hospital bed occupancy rate was 64.9% in 2Q16 (66.7% in 1Q16).

 The average length of stay at referral hospitals was 5.3 days in 2Q16 (5.2 in 1Q16).

 During 2Q16, we spent a total of GEL 31.9 million on capital expenditures, up 122.1% y-o-y, enhancing our service
mix and introducing new services to cater unfulfilled demand. Of this, maintenance capex was GEL 2.1 million.

 We expanded our fleet of ambulances and added 22 regular and 28 specialised ambulance vehicles
(specialised ambulances are equipped with intensive care equipment and have paramedics on-board). We
now operate 22 regular and 42 specialised ambulance vehicles. Our ambulances play a feeder role for our
hospitals, as they facilitate the movement of patients to and between our hospitals, improving utilisation
of our facilities and medical personnel. We are investing in more specialist ambulances and staff to
enhance our patient referral services (where we believe we are already the market leader).

 We launched an In Vitro Fertilisation service (“IVF”) at Caraps Medline (“Caraps”) – an up-scale
boutique hospital in Tbilisi, particularly renowned for gynaecology and plastic surgery services in
Georgia. 40 patients have received treatment since the launch of the service.

 We are in the process of launching around 50 new services at nine of our referral hospitals. This includes
some basic services (like pediatrics, neonatology, diagnostics, ophthalmology, mammography and breast
surgery, gynecology, cardio-surgery, traumatology, angio-surgery, intensive care, reproductive services,
etc.) as well as sophisticated services (like oncology, transplantation of bone marrow, paediatric kidney
transplant, etc.).

 We completed the renovation of our hospitals in the Samtskhe region (capex of GEL 9.3 million), which
became fully operational in 1Q16.

 Renovation of Sunstone (c.332 beds, scheduled launch in May, 2017) and Deka (c.310 beds, scheduled
launch in May, 2017) is ongoing within schedule and budget.

 We expanded fields of our residency program in line with our strategy to develop a new generation of doctors. We
obtained accreditation for internal medicine, endocrinology, pediatric gastroenterology, and pediatric endocrinology,
with a total capacity of an additional 15 residents to be enrolled. We launched residency programs at the end of 2015
and now have 58 residents involved in different fields.

Pharma business

 The pharma business operates a country-wide distribution network of 110 pharmacies in major cities, 25 of these
pharmacies also have express ambulatory clinics. It also operates two warehouses

 Since we completed the acquisition of the pharma business in May 2016, we have launched the integration activities
and among other things:

 We opened pharmacies in eight of our hospitals, with the number of pharmacies at our hospitals reaching
14 units

 We have eliminated the majority GEL 1.4 million of unnecessary costs, the results of which are expected
to be reflected starting from the third quarter 2016 results

 We have launched negotiations with suppliers to achieve better purchase pricing and achieved more than
half of (anticipated GEL 3 million) cost synergies as a result of the consolidated purchasing of our
healthcare services and pharma business

 We launched a bundled product for the customers of our pharma and healthcare services businesses, to
tap into c.410 thousand GPC clients that have never been to our ambulatory clinics

 The pharma business has c.1 million retail customer interactions per month, c.0.5 million loyalty card members and an
average bill size of GEL 13.0

 The pharma business has a c.15% market share measured by sales
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 The total number of bills issued during the two month period of May and June was more than 1.9 million

Medical Insurance business

 The number of insured clients was 203,000 as at 30 June 2016

 Our medical insurance market share was 34.0% based on net insurance premium revenue, as at 31 March 2016

 Our insurance renewal rate was 75.7% in 2Q16
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CHIEF EXECUTIVE OFFICER STATEMENT

I am pleased with the Group’s further progress in the first half of 2016, as we continue to deliver a strong performance in
our Healthcare Services business and have started the integration process for our second quarter acquisition GPC, the
Pharma Business. The Group’s profit of GEL 45.2 million in the first half of 2016 more than tripled the GEL 13.3 million
made in the first half of 2015, although the reported results have been significantly affected by a number of one-off items
and business changes, in particular the impact of deferred tax releases due to a recent corporate tax legislation change and a
currency translation loss relating to the acquisition of GPC.

Record Group revenues, at GEL 174.2 million for the half-year, increased by 55.5%, despite the disposal of the Tbilisi
Maternity Hospital New Life and the temporary reduction in the number of operating beds at Deka and Sunstone hospitals.
The Group’s overall performance continues to be dominated by the healthcare services business which delivered half-year
revenues of GEL 119.2 million, supported in particular by double-digit organic revenue growth with an EBITDA margin of
29.3%.  We continue to benefit significantly from our strong business growth and increasing economies of scale.

The first half has continued to reflect the further development of the Group’s key strategic priorities: to achieve one-third
market share by hospital beds; to deliver a rapid launch of ambulatory clinics in the highly fragmented and underpenetrated
outpatient market; and to invest to close existing medical service gaps. We continued to make progress in each of these
strategic priorities during the first half of the year.

In our healthcare services business, we have already made substantial progress in the renovation work on both our Deka
and Sunstone hospital facilities. In addition, in early August, we opened one of the largest diagnostic centres in Tbilisi as a
part of the Deka hospital - the first step in developing Deka into a flagship multi-profile hospital in Georgia. Both newly
modernised multi-profile hospital renovations remain firmly on schedule and within budget, and both are expected to be
fully completed and operational in mid-2017. While the ongoing renovations of the Sunstone and Deka hospitals and the
disposal of New Life Hospital have affected the level of revenue growth during Q2, new openings and good levels of
organic growth at existing facilities put us in a strong position for the second half and beyond. We also completed the
renovation of our hospitals in the Samtskhe region in the first quarter of 2016, and these are now fully operational.

Our strategy to increase our share of healthcare revenues through the roll-out of a nationwide network of ambulatory
clinics has begun and by the end of July 2016 we had opened 6 ambulatory clusters in a number of high population density
areas of Tbilisi and one in Kutaisi, the second largest city in Georgia. As a result, revenue from ambulatory clinics
increased by 187.8% 2Q over 2Q and our outpatient share of revenue went to 5% of healthcare services revenue, up from a
2% contribution in the same period last year. The ambulatory clinic roll-out is an extremely significant growth opportunity
for the Group over the next few years, as we plan to build significant market share in what is a highly fragmented and high
margin segment of a market in which we currently have only approximately a 1% share of the market. Our recent
acquisition of GPC has already started to further accelerate this strategy.

In Q2 we completed the acquisition of GPC, one of the largest retail and wholesale pharmacy chains in Georgia, and
started to implement our integration activities. We are fully on track to deliver our initial guidance on synergies. This
acquisition supports our desire to be the leading integrated provider in all areas of the GEL 3.4 billion healthcare
ecosystem, and positions the Group as the largest purchaser of pharmaceutical products in Georgia with a platform to
deliver significant cost synergies. More than half of the GEL 5 million annualised cost synergies that we initially targeted
to meet have already been achieved, these will be captured in the results of second half of the year and we continue
working to deliver the synergies in full. Overall, we aim to achieve c.GEL 9-10 million of revenue synergies from the
opening of GPC pharmacies in GHG’s existing hospitals and flagship ambulatory clinics. We have launched ten such
pharmacies during the past two months in main facilities, bringing total number of GPC pharmacies at our healthcare
facilities to 14.

We believe the biggest value enhancement in the GPC acquisition, however, is the potential for increased customer
acquisition for our outpatient business through GPC’s 1 million customer interactions and 0.5 million loyalty program
users and we have already started to explore this opportunity. Just recently we launched a bundled product for GPC and
Evex to tap around 400,000 GPC customers that have never been to our outpatient facilities and anticipate to increase the
traffic to our outpatient facilities through this very important distribution channel.
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Our medical insurance business continues the process of stabilising its revenues, following the recent period of reductions
reflecting the Government’s increased focus on the Universal Healthcare Programme which led to an industrywide
reduction in medical insurance revenues over the last few years. Overall medical insurance revenues grew by 4.7% in the
first half, supported by a 48% increase in retail sales of private medical insurance, offset by the non-renewal of one large
corporate insurance client at the end of 2015. Costs remained well managed, but the impact of last year’s Lari devaluation
against the US Dollar and the increased utilisation by the largest client, the Ministry of Defense employees, led to the loss
ratio increasing by 7.1 percentage points half-year over half-year to 85.7%, and the insurance business delivering a net loss
of GEL 1.7 million in the first half of 2016. The loss ratio excluding the Ministry of Defense stood at 81%. We are
currently in the process of renegotiating the contract with this client and, if we manage to agree terms, we would expect to
achieve stabilization of our medical insurance performance very quickly. Alternatively the contract will expire in 5 months
which will automatically remove this one off negative effect from our insurance business by the year-end.

From a macroeconomic perspective, Georgia has continued to deliver a remarkably resilient performance. Georgia’s real
GDP growth was 2.9% year-on-year in June 2016. In addition, the Lari has recently strengthened against the US Dollar by
over 5%, Foreign Direct Investment continued to be strong, and tourist numbers – a significant driver of US$ inflows for
the country – continue to rise significantly. As a result, the Georgian Government’s fiscal position continues to be strong.

I mentioned in my statement with the first quarter results that a change in the Georgian Government’s tax policy was going
through Parliament and was expected to significantly benefit Georgian companies. This change has now been ratified by
Parliament and, as a result, a tax code amendment is in the process of being implemented that will apply Income tax (currently
15%) only to distributed profits. Undistributed profits will no longer be subject to Profits tax. This amendment is expected
to take effect for most companies on 1 January 2017, and for financial companies (including banks and insurance companies)
from 1 January 2019. This will significantly reduce the effective tax rate of the Group from 1 January 2017 onwards. As a
result of this change, the Group has recognised a one-off deferred taxation release of GEL 25.1 million in the first half of
2016.

In addition, new legislative initiatives from the Ministry of Health, that include the streamlining of licensing requirements
and the introduction of leveling of hospitals, are expected to be enforced from 2017. These changes are likely to ensure our
healthcare services business remains very well positioned to capture an increased flow of revenue and patients from the UHC.

We believe we remain well positioned to continue delivering a strong performance throughout 2016 and beyond, from both
high levels of organic revenue growth as well as from the benefits of our key strategic priorities and recent acquisitions.
We remain comfortably on track to deliver our targeted more than doubling of 2015 healthcare services revenues by 2018.

Nikoloz Gamkrelidze,

CEO of Georgia Healthcare Group PLC
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FINANCIAL SUMMARY

Income Statement, half-year GHG

GEL thousands; unless otherwise noted 1H16 1H15
Change,

Y-o-Y
Revenue, gross 174,249 112,046 55.5%
Corrections & rebates (1,134) (1,842) -38.4%
Revenue, net 173,115 110,204 57.1%
Costs of services (111,546) (67,759) 64.6%
Gross profit 61,569 42,445 45.1%
Total operating expenses (28,328) (19,398) 46.0%
Other operating income 770 541 42.3%
EBITDA 34,011 23,588 44.2%
Depreciation and amortisation (9,046) (4,889) 85.0%
Net interest income (expense) (5,125) (10,118) -49.3%
Net gains/(losses) from foreign currencies (2,224) 5,449 NMF
Net non-recurring expense (816) (767) NMF
Profit before income tax expense 16,800 13,263 26.7%
Income tax benefit 28,425 53 NMF

of which: Deferred tax adjustments 29,311 - -
Profit for the period 45,225 13,316 239.6%
Attributable to:

- shareholders of the Company 37,676 11,854 217.8%
- non-controlling interests 7,549 1,462 416.3%

of which: Deferred tax adjustments 5,057 - -

Income Statement, half-year Healthcare services

Pharma
(consolidated

since May 2016) Medical insurance

GEL thousands; unless otherwise noted 1H16 1H15
Change,

Y-o-Y 1H16 1H16 1H15
Change,

Y-o-Y
Revenue, gross 119,230 88,419 34.8% 30,691 29,128 27,814 4.7%
Corrections & rebates (1,134) (1,842) -38.4% - - - -
Revenue, net 118,096 86,577 36.4% 30,691 29,128 27,814 4.7%
Costs of services (64,397) (48,462) 32.9% (25,059) (26,836) (23,321) 15.1%
Gross profit 53,699 38,115 40.9% 5,632 2,292 4,493 -49.0%
Total operating expenses (19,347) (16,261) 19.0% (5,223) (3,812) (3,300) 15.5%
Other operating income 636 491 29.5% 145 (11) 50 NMF
EBITDA 34,988 22,345 56.6% 554 (1,531) 1,243 NMF
EBITDA margin 29.3% 25.3% 1.8% -5.3% 4.5%
Depreciation and amortisation (8,382) (4,600) 82.2% (258) (406) (289) 40.5%
Net interest income (expense) (5,258) (10,084) -47.9% (427) 560 (34) NMF
Net gains/(losses) from foreign currencies (2,122) 4,880 NMF (272) 170 569 -70.1%
Net non-recurring income/(expense) 157 (767) NMF - (973) - -
Profit before income tax expense 19,383 11,774 64.6% (403) (2,180) 1,489 NMF
Income tax benefit/(expense) 28,105 708 NMF - 320 (655) NMF

of which: Deferred tax adjustments 29,311 - - - - - -
Profit for the period 47,488 12,482 280.5% (403) (1,860) 834 NMF
Attributable to:

- shareholders of the Company 39,939 11,020 262.4% (403) (1,860) 834 NMF
- non-controlling interests 7,549 1,462 416.3% - - - -

of which: Deferred tax adjustments 5,057 - - - - - -

Note: healthcare services business, pharma business and medical insurance business financials do not include interbusiness eliminations. Detailed financials, including interbusiness eliminations, are provided in selected financial information section
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Income Statement, Quarterly GHG

GEL thousands; unless otherwise noted 2Q16 2Q15
Change,

Y-o-Y 1Q16
Change,

Q-o-Q
Revenue, gross 101,673 57,472 76.9% 72,576 40.1%
Corrections & rebates (724) (885) -18.2% (410) 76.6%
Revenue, net 100,949 56,587 78.4% 72,166 39.9%
Costs of services (67,395) (33,721) 99.9% (44,151) 52.6%
Gross profit 33,554 22,866 46.7% 28,015 19.8%
Total operating expenses (17,223) (9,806) 75.6% (11,105) 55.1%
Other operating income 551 416 32.5% 219 151.6%
EBITDA 16,882 13,476 25.3% 17,129 -1.4%
Depreciation and amortisation (4,581) (2,567) 78.5% (4,465) 2.6%
Net interest income (expense) (3,469) (6,017) -42.3% (1,656) 109.5%
Net gains/(losses) from foreign currencies (1,964) 2,045 NMF (260) 655.4%
Net non-recurring expense (586) (556) NMF (230) 154.8%
Profit before income tax expense 6,282 6,381 -1.6% 10,518 -40.3%
Income tax benefit 26,920 660 3978.8% 1,505 1688.7%

of which: Deferred tax adjustments 27,113 - - 2,198 -
Profit for the period 33,202 7,041 371.6% 12,023 176.2%
Attributable to:

- shareholders of the Company 27,755 6,122 353.4% 9,921 179.8%
- non-controlling interests 5,447 919 492.7% 2,102 159.1%

of which: Deferred tax adjustments 4,705 - - 352 -

Income Statement, Quarterly Healthcare services

Pharma
(consolidated

since May 2016) Medical insurance

GEL thousands; unless otherwise noted 2Q16 2Q15
Change,

Y-o-Y 1Q16
Change,

Q-o-Q 2Q16 2Q16 2Q15
Change,

Y-o-Y 1Q16
Change,

Q-o-Q
Revenue, gross 58,779 45,674 28.7% 60,451 -2.8% 30,691 15,298 14,123 8.3% 13,830 10.6%
Corrections & rebates (724) (885) -18.2% (410) 76.6% - - - -
Revenue, net 58,055 44,789 29.6% 60,041 -3.3% 30,691 15,298 14,123 8.3% 13,830 10.6%
Costs of services (31,399) (24,189) 29.8% (32,998) -4.8% (25,059) (13,989) (11,785) 18.7% (12,847) 8.9%
Gross profit 26,656 20,600 29.4% 27,043 -1.4% 5,632 1,309 2,338 -44.0% 983 33.2%
Total operating expenses (9,891) (8,338) 18.6% (9,456) 4.6% (5,223) (2,152) (1,540) 39.7% (1,660) 29.6%
Other operating income 395 413 -4.4% 241 63.9% 145 10 3 233.3% (21) NMF
EBITDA 17,160 12,675 35.4% 17,828 -3.7% 554 (832) 801 -203.9% (699) 19.0%
EBITDA margin 29.2% 27.8% 29.5% 1.8% -5.4% 5.7% -5.1%
Depreciation and amortisation (4,121) (2,414) 70.7% (4,261) -3.3% (258) (202) (153) 32.0% (204) -1.0%
Net interest income (expense) (2,999) (6,011) -50.1% (2,259) 32.8% (427) (43) (6) NMF 603 NMF
Net gains/(losses) from foreign currencies (1,711) 1,973 NMF (411) 316.3% (272) 19 72 NMF 151 -87.4%
Net non-recurring income/(expense) 387 (556) NMF (230) -268.3% - (973) - - -
Profit before income tax expense 8,716 5,667 53.8% 10,667 -18.3% (403) (2,031) 714 NMF (149) 1,263.1%
Income tax benefit/(expense) 26,619 1,199 NMF 1,486 1,691.3% - 301 (539) NMF 19 1,484.2%

of which: Deferred tax adjustments 27,113 - - 2,198 - - - - - - -
Profit for the period 35,335 6,866 414.6% 12,153 190.8% (403) (1,730) 175 NMF (130) 1,230.8%
Attributable to:

- shareholders of the Company 29,888 5,947 402.6% 10,051 197.4% (403) (1,730) 175 NMF (130) 1,230.8%
- non-controlling interests 5,447 919 492.7% 2,102 159.1% - - - - - -

of which: Deferred tax adjustments 4,705 - - 352 - - - - - - -

Note: healthcare services business, pharma business and medical insurance business financials do not include interbusiness eliminations. Detailed financials, including interbusiness eliminations, are provided in selected financial information section
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Balance Sheet GHG

GEL thousands; unless otherwise noted 30-Jun-16 30-Jun-15
Change,

Y-o-Y 31-Mar-16
Change,

Q-o-Q
Total assets, of which: 814,089 504,092 61.5% 737,815 10.3%
Cash and bank deposits 26,395 41,754 -36.8% 65,404 -59.6%
Receivables from healthcare services 70,398 53,447 31.7% 73,750 -4.5%
Receivables from sale of pharmaceuticals 6,110 - - - -
Insurance premiums receivable 34,275 31,914 7.4% 39,042 -12.2%
Property and equipment 501,739 320,218 56.7% 487,641 2.9%
Goodwill and other intangible assets 64,733 12,725 408.7% 25,530 153.6%
Inventory 42,470 8,218 416.8% 14,302 197.0%
Prepayments 49,074 9,307 427.3% 14,648 235.0%
Other assets 18,895 26,509 -28.7% 17,498 8.0%
Total liabilities, of which: 306,861 290,367 5.7% 261,819 17.2%
Borrowed Funds 141,257 195,519 -27.8% 99,856 41.5%
Account payable 52,582 9,576 449.1% 37,365 40.7%
Insurance contract liabilities 32,941 30,142 9.3% 36,935 -10.8%
Other liabilities 80,081 55,130 45.3% 87,663 -8.6%
Total shareholders' equity attributable to: 507,228 213,725 137.3% 475,996 6.6%

Shareholders of the Company 455,823 188,528 141.8% 428,805 6.3%
Non-controlling interest 51,405 25,197 104.0% 47,191 8.9%

Selected ratios and KPIs 2Q16 2Q15 1Q16 1H16 1H15
GHG
EPS, GEL 0.22 NMF 0.08 0.29 NMF

EPS adjusted, GEL 0.08 NMF 0.08 0.15 NMF

ROAE 25.1% 11.0% 9.4% 17.2% 10.8%

Adjusted ROAE 12.8% 11.0% 16.5% 14.2% 10.8%

Healthcare services
EBITDA margin of healthcare services 29.2% 27.8% 29.5% 29.3% 25.3%

Hospital bed occupancy rate (total) 57.6% 50.8% 60.4% 59.3% 52.3%

Hospital bed occupancy rate (referral hospitals) 64.9% 59.0% 66.7% 65.8% 60.2%

Average length of stay (total), days 5.1 4.4 4.9 4.9 4.5

Average length of stay (referral hospitals), days 5.3 4.7 5.2 5.1 4.8

Pharma
Days sales outstanding 12.1 12.1

Inventory turnover, days 81.8 81.8

Number of checques 1.92 million 1.92 million

Revenue from retail as a percentage of total revenue from pharma 75% 75%

Revenue from wholesale as a percentage of total revenue from pharma 25% 25%

Revenue from parapharmacy as a percentage of total revenue from pharma 31% 31%

Medical insurance
Loss ratio 85.0% 78.1% 86.4% 85.7% 78.6%

Expense ratio 21.8% 17.3% 20.1% 21.0% 17.9%

Commission ratio 6.4% 5.3% 6.5% 6.5% 5.2%

Combined ratio 106.8% 95.4% 106.5% 106.6% 96.6%

Insurance renewal rate 88.3% 79.2% 88.5% 88.4% 77.3%
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DISCUSSION OF GROUP RESULTS
Georgia Healthcare Group PLC is the UK incorporated holding company of the largest healthcare services business,
pharma business and medical insurance provider in the fast-growing, predominantly privately-owned, Georgian
healthcare market.

Income statement, GHG consolidated

GEL thousands; unless otherwise noted 2Q16 2Q15
Change,

Y-o-Y 1Q16
Change,

Q-o-Q 1H16 1H15
Change,

Y-o-Y
Revenue, gross 101,673 57,472 76.9% 72,576 40.1% 174,249 112,046 55.5%
Corrections & rebates (724) (885) -18.2% (410) 76.6% (1,134) (1,842) -38.4%
Revenue, net 100,949 56,587 78.4% 72,166 39.9% 173,115 110,204 57.1%
Revenue from healthcare services 58,056 44,789 29.6% 60,041 -3.3% 118,097 86,577 36.4%
Revenue from pharma 30,691 - - - - 30,691 - -
Net insurance premiums earned 15,298 14,123 8.3% 13,830 10.6% 29,128 27,514 5.9%
Eliminations (3,095) (2,325) 33.1% (1,705) 81.5% (4,800) (4,187) 14.6%
Costs of services (67,395) (33,721) 99.9% (44,151) 52.6% (111,546) (67,759) 64.6%
Cost of healthcare services (31,399) (24,189) 29.8% (32,998) -4.8% (64,397) (48,462) 32.9%
Cost of pharma (25,059) - - - - (25,059) - -

Cost of insurance services (13,989) (11,785) 18.7% (12,847) 8.9% (26,836) (23,021) 16.6%
Eliminations 3,052 2,253 35.5% 1,694 80.2% 4,746 4,024 17.9%
Gross profit 33,554 22,866 46.7% 28,015 19.8% 61,569 42,445 45.1%
Salaries and other employee benefits (9,229) (6,343) 45.5% (6,923) 33.3% (16,152) (12,602) 28.2%
General and administrative expenses (6,758) (2,551) 164.9% (3,202) 111.1% (9,960) (4,950) 101.2%
Impairment of healthcare services, insurance
premiums and other receivables

(1,236) (912) 35.5% (980) 26.1% (2,216) (1,846) 20.0%

Other operating income 551 416 32.5% 219 151.6% 770 541 42.3%
EBITDA 16,882 13,476 25.3% 17,129 -1.4% 34,011 23,588 44.2%
Depreciation and amortisation (4,581) (2,567) 78.5% (4,465) 2.6% (9,046) (4,889) 85.0%
Net interest expense (3,469) (6,017) -42.3% (1,656) 109.5% (5,125) (10,118) -49.3%
Net gains/(losses) from foreign currencies (1,964) 2,045 NMF (260) 655.4% (2,224) 5,449 NMF
Net non-recurring income/(expense) (586) (556) NMF (230) 154.8% (816) (767) NMF
Profit before income tax expense 6,282 6,381 -1.6% 10,518 -40.3% 16,800 13,263 26.7%
Income tax benefit 26,920 660 NMF 1,505 1688.7% 28,425 53 NMF

of which: Deferred tax adjustments 27,113 - - 2,198 - 29,311 - -
Profit for the period 33,202 7,041 371.6% 12,023 176.2% 45,225 13,316 239.6%

Attributable to:
- shareholders of the Company 27,755 6,122 353.4% 9,921 179.8% 37,676 11,854 217.8%
- non-controlling interests 5,447 919 492.7% 2,102 159.1% 7,549 1,462 416.3%

of which: Deferred tax adjustments 4,705 - - 352 - 5,057 - -

We delivered record quarterly revenue of GEL 101.7 million, up 76.9% y-o-y and up 40.1% q-o-q. Growth was
driven by healthcare services gross revenue, up 29.6% y-o-y (with strong organic growth of 11.3% y-o-y) and pharma
business consolidation since its acquisition in May 2016. In 2Q16, GHG revenue breakdown is as follows: healthcare
services business revenue accounted for more than 55%, pharma business revenue accounted for c.30% and medical
insurance business revenue accounted for c.15%.

We started consolidation of the newly acquired pharma business in May 2016. The pharma business has thinner margins
compared to our healthcare business and therefore this has affected the growth dynamics of our consolidated figures.

Cost of services reached GEL 67.4 million, up 99.9% y-o-y and 52.6% q-o-q. The cost of healthcare services grew in
line with revenues (up 29.8% y-o-y and down 4.8% q-o-q, compared with the change in revenues of up 29.6% y-o-y and
down 3.3% q-o-q). The 18.7% growth in cost of insurance services, outpaced the 8.3% growth in respective revenue y-o-y;
nevertheless, the q-o-q trend was favourable, with the cost of insurance services growing at 8.9% compared to 10.6%
growth in respective revenue. Finally, headline growth in cost of services appears higher due to the consolidation of the
pharma business financial results, which have thinner margins compared to healthcare services.

Consequently, gross profit for 2Q16 reached GEL 33.6 million, up 46.7% y-o-y and up 19.8% q-o-q. The growth was
primarily driven by the healthcare business, partially offset by medical insurance and affected by the pharma business
consolidation.
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Operating expenses increased by 75.6% y-o-y and 55.1% q-o-q. Growth compared to last year, was favourably affected
by the positive operating leverage in the healthcare business at 10.8 percentage points, which was partially offset by the
negative operating leverage in the medical insurance business at 83.8 percentage points coupled with the impact of the
pharma business consolidation. The 55.1% q-o-q increase in operating expenses is attributable to listing related costs (such
as Annual Report etc.), as well as costs associated with pre-launches of new ambulatory clinics and new services.

As a result, we reported quarterly EBITDA of GEL 16.9 million, up 25.3% y-o-y and down 1.4% q-o-q. The y-o-y
growth was primarily driven by the healthcare services business which grew its EBITDA by 35.4%, partially offset by the
results of our medical insurance business with 203.9% decline in EBITDA and the consolidation of the pharma business.

The company is still in an intensive capex phase, and respectively, depreciation and amortisation expenses increased by
78.5% y-o-y which was primarily driven by acquisitions and sizeable development projects. The decrease in net interest
expense to GEL 3.5 million, down 42.3% y-o-y and up 109.5% q-o-q, is mainly attributable to reduced total borrowings to
GEL 141.3 million as at 30 June 2016, down from GEL 195.5 million a year ago, in line with our strategy of deleveraging
through IPO proceeds. The increase in interest expense q-o-q is driven by 1) new lines of funding raised to replenish the
sources needed for the ongoing development projects; 2) consideration paid for the acquisition of GPC, which in turn
reduced our interest income from deposits 3) consolidation of GEL 15.2 million leverage of the pharma business. The
Group prepaid debt to utilise the available cash post-IPO, subsequently realising significant savings in interest expenses,
and focused its efforts to raise less expensive funding both from local commercial banks and DFIs in time to fund the
capex pipeline.

The main reason for the foreign currency loss is the short position in foreign currency, which resulted from the acquisition
of GPC for cash consideration of USD 14 million. To mitigate the foreign currency related risk, we purchased a foreign
currency swap in July 2016.

Consequently, our profit for the period amounted to GEL 33.2 million, up 371.6% y-o-y and up 176.2% q-o-q. The
healthcare services business was the sole driver of the 2Q16 Group profit, with GEL 35.3 million profit for 2Q16 (up
414.6% y-o-y and up 190.8% q-o-q), which was partially offset by loss of GEL 0.4 million and GEL 1.7 million, recorded
by the pharma and medical insurance businesses, respectively. Group profit, adjusted for the impact of deferred tax (see
the explanation in the bullet point immediately preceding “Healthcare services business“ on page 5) and translation loss
adjustments, was GEL 8.1 million in 2Q16 (up 61.2% y-o-y and down 20.1% q-o-q) and GEL 18.1 million for 1H16 (up
130.6% y-o-y).

Selected balance sheet items, GHG consolidated

GEL thousands; unless otherwise noted 30-Jun-16 30-Jun-15
Change,

Y-o-Y 31-Mar-16
Change,

Q-o-Q
Total assets, of which: 814,089 504,092 61.5% 737,815 10.3%
Cash and bank deposits 26,395 41,754 -36.8% 65,404 -59.6%
Receivables from healthcare services 70,398 53,447 31.7% 73,750 -4.5%
Receivables from sale of pharmaceuticals 6,110 - - - -
Insurance premiums receivable 34,275 31,914 7.4% 39,042 -12.2%
Property and equipment 501,739 320,218 56.7% 487,641 2.9%
Goodwill and other intangible assets 64,733 12,725 408.7% 25,530 153.6%
Inventory 42,470 8,218 416.8% 14,302 197.0%
Prepayments 49,074 9,307 427.3% 14,648 235.0%
Other assets 18,895 26,509 -28.7% 17,498 8.0%
Total liabilities, of which: 306,861 290,367 5.7% 261,819 17.2%
Borrowed Funds 141,257 195,519 -27.8% 99,856 41.5%
Accounts payable 52,582 9,576 449.1% 37,365 40.7%
Insurance contract liabilities 32,941 30,142 9.3% 36,935 -10.8%
Other liabilities 80,081 55,130 45.3% 87,663 -8.6%
Total shareholders' equity attributable to: 507,228 213,725 137.3% 475,996 6.6%

Shareholders of the Company 455,823 188,528 141.8% 428,805 6.3%
Non-controlling interest 51,405 25,197 104.0% 47,191 8.9%

As a result of recent acquisitions and the IPO completed in November 2015, our balance sheet increased substantially over
the last 12 months reaching GEL 814.1 million as at 30 June 2016. The growth of total assets by GEL 310.0 million y-o- y
was largely driven by the 56.7% (GEL 181.5 million) increase in property and equipment, reflecting the acquisition of new
hospitals in 2015 and the pharma business in 2016. The pharma business consolidation primarily affected goodwill and
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inventories. Cash and bank deposits have decreased as a result of settlement of the GPC acquisition together with ongoing
development capex.

Borrowed funds have decreased y-o-y and increased q-o-q due to above mentioned reasons. The increase in accounts
receivable is primarily due to an increase in revenues of healthcare services by 34.8% y-o-y. The increase in shareholders’
equity largely reflects the primary placement of equity shares in the IPO.

Statement of cash flow, GHG consolidated

1H16,
Adjusted7 Adjustments

1H16,
Actual

1H15,
Actual

Change,
Y-o-Y (1H16

adjusted to
1H15 actual)

Cash flows from / (used in) operating activities
Healthcare services revenue received 101,541 - 101,541 70,986 43%
Cost of healthcare services paid (61,845) 633 (62,478) (44,544) 39%
Pharma revenue received 30,050 (2,416) 32,466 - 100%
Cost of pharma paid (24,618) 4,616 (29,234) - 100%
Net insurance premiums received 26,949 - 26,949 26,938 0%
Net insurance claims paid (19,448) - (19,448) (18,163) 7%
Salaries and other employee benefits paid (17,098) - (17,098) (11,625) 47%
General and administrative expenses paid (9,388) 3,790 (13,178) (2,561) 267%
Other (1,362) - (1,362) (1,522) -11%
Net cash flows from / (used in) operating activities before income tax 24,781 6,623 18,158 19,509 27%
Income tax paid (405) 1,000 (1,405) (465) -13%
Net cash flows from operating activities 24,376 7,623 16,753 19,044 28%
Cash flows from / (used in) investing activities
Acquisition of subsidiaries, net of cash acquired (47,288) - (47,288) (28,189) 68%
Acquisition of additional interest in existing subsidiaries (2,472) - (2,472) (2,011) 23%
Purchase of property and equipment (53,929) - (53,929) (24,196) 123%
Other investing activities (7,248) - (7,248) (119) 5991%
Net cash from / (used in) investing activities (110,937) - (110,937) (54,515) 103%
Cash flows from / (used in) financing activities -
Proceeds from debt securities issued - - - 34,247 -100%
Redemption of debt securities issued (1,350) - (1,350) - 100%
Proceeds from borrowings 30,662 - 30,662 37,047 -17%
Repayment of borrowings (55,296) - (55,296) (35,314) 57%
Interest expense paid (8,796) - (8,796) (11,083) -21%
Other financing activities (2,520) - (2,520) 2,000 -226%
Net cash flows from / (used in) financing activities (37,300) - (37,300) 26,897 -239%
Effect of exchange rates changes on cash and cash equivalents (2,457) - (2,457) 1,274 -293%
Net increase in cash and cash equivalents (126,318) 7,623 (133,941) (7,300) 1630%
Cash and cash equivalents excluding bank deposits, beginning 145,153 - 145,153 32,784 343%
Cash and cash equivalents excluding bank deposits, ending 18,835 7,623 11,212 25,484 -26%

Bank deposits, beginning 12,245 - 12,245 25,484 -52%
Bank deposits, ending 15,182 - 15,182 16,270 -7%

Cash and Bank deposits, beginning 157,398 - 157,398 58,268 170%
Cash and Bank deposits, ending 34,017 7,623 26,394 41,754 -19%

The revenue cash conversion ratio, on a consolidated basis, equalled 91.6% in 1H16 compared to 88.9% in 1H15.
This translated into an EBITDA cash conversion ratio of 72.9% on a consolidated adjusted basis, in 1H16. Significant
growth across all operating cash flow lines reflects the material acquisitions completed since June 30, 2015. To provide a
business as usual picture for 1H16 cash flows, we have made a few adjustments for non-recurring cash flow items: In our
healthcare services business, we accelerated settlement of aged payables to suppliers which increased our business as usual
cost of healthcare services paid by GEL 0.6 million or 1.0%; we also accelerated payment of aged general and
administrative expenses by GEL 3.8 million or 40.4%; we provided additional working capital to pharma business in the
amount of GEL 5.4 million, to support margin enhancement of the business and finance its expansion into GHG’s
healthcare facilities and a one-off tax settlement of GEL 1 million related to HTMC, which was a result of the tax audit
conducted during its acquisition (the settled amount had been fully provisioned at the time of acquisition). The adjusted
operating cash flow of our healthcare subsidiary equalled GEL 23.8 million, which increased by GEL 7.0 million or 41.5%
since 1H15. The increase was mainly a result of a GEL 30.6 million or 43.0% increase in healthcare services revenue
received in 1H16 compared to 1H15.

7 Statement of Cash Flows adjusted for effect of accelerated payments of aged accounts payables in 1H 2016 as compared to 1H 2015.
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Net cash flows used in investing activities mostly comprise the acquisitions (HTMC and pharma business), as well as
capex investments in line with the Group’s original three year business plan. Following a successful IPO in November
2015, net cash flows used in financing activities mostly reflects repayments of borrowings, which were also reflected in
reduced interest charges.

We invest in medical technology, on the back of renovated infrastructure, enhancing our service mix and
introducing new services to cater to unfulfilled demand, as indicated by low incidence levels that lag far behind peer
benchmarks. We define development capex as additions to GHG’s property, plant and equipment, excluding acquisitions.
During 2Q16, we spent a total of GEL 31.9 million on capital expenditure, an increase of 122.1% y-o-y. Of this,
maintenance capex was GEL 2.1 million.



GHG PLC 2nd quarter and half-year 2016 results

18

DISCUSSION OF SEGMENT RESULTS
The segment results discussion is presented for healthcare services business, pharma business and medical insurance
business.

Discussion of Healthcare Services Business Results

Our healthcare services business consists of hospitals and ambulatory clinics and provides the most comprehensive range
of inpatient and outpatient services in Georgia. We target the mass market segment through our vertically integrated
network of 35 hospitals and six ambulatory clusters (with 37 ambulatory clinics), as at 30 June 2016. We are the single
largest market participant, accounting for 25.1% of total hospital bed capacity in the country as of 30 June 2016.

Income Statement, healthcare services business

GEL thousands; unless otherwise noted 2Q16 2Q15
Change,

Y-o-Y 1Q16
Change,

Q-o-Q 1H16 1H15
Change,

Y-o-Y
Healthcare service revenue, gross 58,779 45,674 28.7% 60,451 -2.8% 119,230 88,419 34.8%
Corrections & rebates (724) (885) -18.2% (410) 76.6% (1,134) (1,842) -38.4%
Healthcare services revenue, net 58,055 44,789 29.6% 60,041 -3.3% 118,096 86,577 36.4%
Costs of healthcare services (31,399) (24,189) 29.8% (32,998) -4.8% (64,397) (48,462) 32.9%
Gross profit 26,656 20,600 29.4% 27,043 -1.4% 53,699 38,115 40.9%
Salaries and other employee benefits (5,254) (5,523) -4.9% (6,115) -14.1% (11,369) (10,837) 4.9%
General and administrative expenses (3,517) (1,909) 84.2% (2,483) 41.6% (6,000) (3,687) 62.7%
Impairment of healthcare services, insurance premiums
and other receivables

(1,120) (906) 23.6% (858) 30.5% (1,978) (1,737) 13.9%

Other operating income 395 413 -4.4% 241 63.9% 636 491 29.5%
EBITDA 17,160 12,675 35.4% 17,828 -3.7% 34,988 22,345 56.6%
EBITDA margin 29.2% 27.8% 29.5% 29.3% 25.3%
Depreciation and amortisation (4,121) (2,414) 70.7% (4,261) -3.3% (8,382) (4,600) 82.2%
Net interest income (expense) (2,999) (6,011) -50.1% (2,259) 32.8% (5,258) (10,084) -47.9%
Net gains/(losses) from foreign currencies (1,711) 1,973 NMF (411) NMF (2,122) 4,880 NMF
Net non-recurring income/(expense) 387 (556) NMF (230) NMF 157 (767) NMF
Profit before income tax expense 8,716 5,667 53.8% 10,667 -18.3% 19,383 11,774 64.6%
Income tax benefit/(expense) 26,619 1,199 NMF 1,486 1691.3% 28,105 708 NMF

of which: Deferred tax adjustments 27,113 - - 2,198 - 29,311 - -
Profit for the period 35,335 6,866 414.6% 12,153 190.8% 47,488 12,482 280.5%

Attributable to:
- shareholders of the Company 29,888 5,947 402.6% 10,051 197.4% 39,939 11,020 262.4%
- non-controlling interests 5,447 919 492.7% 2,102 159.1% 7,549 1,462 416.3%

of which: Deferred tax adjustments 4,705 - - 352 - 5,057 - -

In 2Q16, our healthcare services business recorded quarterly revenue of GEL 58.8 million, up 28.7% y-o-y and
down 2.8% q-o-q. The y-o-y growth implies 11.3% organic growth. This translated into GEL 119.2 million revenue for
the first half of 2016, growing at 34.8% y-o-y, of which 13.0% was driven organically. Lower quarterly revenue growth is
primarily attributable to:

1) The seasonality of the hospital operations, with higher utilization levels coming in the late winter and early spring
season. This is reflected in lower occupancy rates compared to 1Q16 (all hospital bed occupancy rate was 57.6% in 2Q16
compared to 60.4% in 1Q16, and referral hospital bed occupancy rate was 64.9% in 2Q16 compared to 66.7% in 1Q16)

2) Lower revenue from the hospitals under renovation (Deka and Sunstone), as the number of operating beds have been
temporarily reduced (as per our plans) to enable a smooth renovation process

3) The disposal of “New Life”, which was previously consolidated, in exchange for the 33.3% minority shareholding in
Iashvili – this has had a negative effect on revenues but favourable effect on the bottom line, as the stake acquired has
made a bigger contribution to the profit attributable to shareholders than the respective profit from “New Life”
4) The streamlining by the government of the pricing and scope of the urgent care services under UHC, effective 1 April

2016.
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Revenue by business lines, healthcare services business

(GEL thousands, unless otherwise noted)
2Q16 2Q15

Change,
Y-o-Y 1Q16

Change,
Q-o-Q 1H16 1H15

Change,
Y-o-Y

Healthcare service revenue, gross 58,779 45,674 28.7% 60,451 -2.8% 119,230 88,419 34.8%

Corrections & rebates (724) (885) -18.2% (410) 76.6% (1,134) (1,842) -38.4%

Healthcare services revenue, net 58,055 44,789 29.6% 60,041 -3.3% 118,096 86,577 36.4%

Referral hospitals 49,667 39,337 26.3% 52,026 -4.5% 101,693 75,581 34.5%

Community hospitals 5,389 4,410 22.2% 5,920 -9.0% 11,309 8,518 32.8%

Ambulatory clinics 2,999 1,042 187.8% 2,095 43.2% 5,094 2,478 105.6%

Healthcare services revenue growth of 28.7% y-o-y was driven by all three business lines. The largest contributors
to the growth were referral hospitals as well as ambulatory clinics, the roll out of which continues in line with our
strategy. Referral hospitals posted GEL 49.7 million of revenue in 2Q16, up 26.3% y-o-y driven by strong organic growth
as well as acquisitions completed during 2015. Referral hospitals contributed 86% to total revenue from healthcare
services. We expect a significant portion of the future growth of our healthcare revenue to come from referral hospitals, in
line with our strategy to increase the market share to 1/3 across Georgia through further investments in renovation and
expansion of existing facilities, as well as investments in new services. The 11.3% organic growth of revenue from
healthcare services was largely sourced from referral hospitals, and almost all of the M&A driven growth came from
referral hospitals, mainly driven by the HTMC acquisition completed during 2015. HTMC contributed GEL 9.7 million to
gross healthcare services revenues in 2Q16.

Community hospitals, contributing 9% to total revenue from healthcare services, also posted a strong 22.2% y-o-y growth
in revenue, reaching GEL 5.4 million in 2Q16. As community hospitals play a feeder role for the referral hospitals, we
expect a moderate growth in this line.

Ambulatory clinics contributed 5% to total revenue from healthcare services, up from 2% contribution during the same
period last year. Ambulatory clinics posted revenue of GEL 3.0 million in 2Q16, up 187.8% y-o-y and up 43.2% q-o-q.
The revenue growth was entirely organic, driven by the launch of four new ambulatory clusters since the second half of
2015. These launches brought the number of ambulatory clusters we currently operate to six (consisting of 9 district
ambulatory clinics and 28 express ambulatory clinics). We expect revenue from ambulatory clinics to accelerate growth
over the next few years, in line with our strategy of launching a total of 10-12 ambulatory clusters more than 40 ambulatory
clinics through 2018. Three new clusters are currently under development and will be launched within the next few
months.

Revenue by sources of payment, healthcare services business

(GEL thousands, unless otherwise noted)
2Q16 2Q15

Change,
Y-o-Y 1Q16

Change,
Q-o-Q 1H16 1H15

Change,
Y-o-Y

Healthcare service revenue, gross 58,779 45,674 28.7% 60,451 -2.8% 119,230 88,419 34.8%

Corrections & rebates (724) (885) -18.2% (410) 76.6% (1,134) (1,842) -38.4%

Healthcare services revenue, net 58,055 44,789 29.6% 60,041 -3.3% 118,096 86,577 36.4%

Government-funded healthcare programs 41,835 32,647 28.1% 45,377 -7.8% 87,212 63,816 36.7%

Out-of-pocket payments by patients 12,179 9,121 33.5% 11,426 6.6% 23,605 17,195 37.3%

Private medical insurance companies, of which 4,041 3,021 33.8% 3,238 24.8% 7,279 5,566 30.8%

GHG medical insurance 3,052 2,253 35.5% 1,694 80.2% 4,746 4,024 17.9%

UHC continued to be the main driver of our healthcare services revenue growth in 2Q16, resulting in revenue from
government-funded healthcare programs of GEL 41.8 million, up 28.1% y-o-y and down 7.8% q-o-q. That constituted
c.72% of total net healthcare services revenues – similar to the share a year ago. Since the full rollout of UHC in mid-2014,
government expenditure on healthcare has grown considerably, increasing 81.4% from GEL 487.9 million in 2013 to an
expected GEL 885.0 million in 2016, according to the approved government budget for 2016.

The Ministry of Labor, Health and Social Affairs (“MOLHSA”) has recently conducted a review of the effectiveness of
the existing model of the healthcare financing by the state, which was introduced in 2014 with the current scope. As a
result of the review, the government is undertaking several initiatives to improve the effectiveness and efficiency of the
existing system. The initiatives that have been announced include:
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- Streamlining the licensing requirements for hospitals, particularly around the intensive care. MOHLSA has set set
a maximum threshold for the ratio of intensive care beds to total beds at the hospital at 30%. This change is aimed
at reducing the number of recently emerged small hospitals that have a high number of intensive care beds relative
to regular beds and therefore provide high risk intensive care services with insufficient infrastructure and
resources ("ineligible hospitals”). As a result, we expect that a portion of patients that require certain
sophisticated care will be redirected to the larger hospitals –such as GHG referral hospitals. This change is
expected to be favourable for GHG hospitals – we expect that our referral hospitals will capture part of the flow of
patients that will be redirected from ineligible hospitals. This initiative is approved and is expected to become
effective from the beginning of 2017.

- Introducing levelling of hospitals based on their capabilities (measured by a number of factors, including number
of beds, specialised beds to total beds, relevant equipment and personnel, etc.). Once introduced, this change will
redirect patients for sophisticated services from low level to higher level (referral) hospitals. Given that GHG has
leveled its hospitals and operated a referral model since the beginning of 2012, including differentiated pricing at
community and referral hospitals, we expect that this change will have a favourable effect on GHG hospitals, as it
is expected to increase patient referrals to our referral hospitals and we don’t expect that the patient flow to our
community hospitals will decrease. On the other hand, this change is expected to negatively affect a number of
competitor hospitals that currently provide services beyond their capacity or resources. Such hospitals will have to
cease provision of certain sophisticated resources or invest in enhancing physical, technological and physician
capabilities of their facilities. Furthermore, the expectation is that the pricing will be differentiated between lower
and higher level hospitals, with higher level hospitals charging more compared to lower level hospitals. This
initiative is at an advanced stage and is expected to become effective from the beginning of 2017.

- Streamlining pricing and scope of the urgent care services under UHC. This amendment implies change in prices
for a number of services, together with the revision of the scope of some of the services. For example the sub-
services that need to be included in cardio-surgery and traumatology have been defined, including number of
hospitalization days, pre-surgery tests, etc., with the result that, hospitals no longer can charge for those services
separately as they are now included in the price of the surgery. This initiative has been implemented and has
impacted GHG results to a varying degree in different hospitals.

- We expect that the net effect of these initiatives will be positive for GHG, primarily as a result of our diversified
business model, as well as the existing hierarchy of our healthcare facilities.

Strong quarterly growth in revenue from our medical insurance business (up 80.2% q-o-q) is primarily due to increased
utilisation of our ambulatory clinics by our medical insurance clients, which was further supported by the launches of new
ambulatory clusters.

Out-of-pocket payments by patients increased to GEL 12.2 million in 2Q16, up 33.5% y-o-y and 6.6% q-o-q. The UHC
imposes coverage limits on medical treatments, co-payments and has certain exclusions (i.e. charges that are not covered
by the UHC). Any charges in excess of the limit and co-payments are covered by patients on an out-of-pocket basis.
Increasing the government financing on healthcare services organically causes growth of the number of patients in
hospitals, respectively increasing the revenue from out-of-pocket payments as well. Our healthcare services revenues from
private medical insurance companies also recorded a strong increase reaching GEL 4.0 million, up 33.8% y-o-y and up
24.8% q-o-q, driven by strong organic growth. This organic growth continues to be supported by the rollout of the
ambulatory clinics which attract patients with private medical insurance. The increase in our ambulatory footprint also
contributed to stronger out-of pocket revenue, as UHC covers only a limited scope of outpatient services.

We expect the share of out-of-pocket payments and revenue from private medical insurance companies to increase over the
next few years, as a result of the roll out of our ambulatory clinic expansion strategy, as the larger proportion of elective
out-patient services are still financed by the patients themselves.
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Cost of services and Gross profit, healthcare services business

(GEL thousands, unless otherwise noted)
2Q16 2Q15

Change,
Y-o-Y 1Q16

Change,
Q-o-Q 1H16 1H15

Change,
Y-o-Y

Cost of healthcare services (31,399) (24,189) 29.8% (32,998) -4.8% (64,397) (48,462) 32.9%

Cost of salaries and other employee benefits (19,857) (15,919) 24.7% (19,752) 0.5% (39,609) (31,011) 27.7%

Cost of materials and supplies (9,228) (6,258) 47.5% (9,613) -4.0% (18,841) (12,740) 47.9%

Cost of medical service providers (401) (510) -21.4% (428) -6.3% (829) (978) -15.2%

Cost of utilities and other (1,913) (1,502) 27.4% (3,205) -40.3% (5,118) (3,733) 37.1%

Gross profit 26,656 20,600 29.4% 27,043 -1.4% 53,699 38,115 40.9%

Gross margin 45.3% 45.1% 44.7% 45.0% 43.1%

Cost of healthcare services as % of revenue

Direct salary rate 33.8% 34.9% 32.7% 33.2% 35.1%

Materials rate 15.7% 13.7% 15.9% 15.8% 14.4%

Our healthcare services margins are improving as a result of the increasing utilisation and scale of our business, as
well as our continued focus on efficiency and the on-going integration of recently acquired healthcare facilities. The
growth of salaries and other employee benefits by 24.7% y-o-y is mainly attributable to recent acquisitions. A portion of
the growth, however, was organic and reflected primarily the variable direct salary paid to revenue-generating physicians.
The share of the cost of salaries and other employee benefits in the total cost of services decreased to 63% in 2Q16, down
from 66% a year ago. The direct salary rate in healthcare services business (expense on direct salaries as a percentage of
gross revenue) improved to 33.8% and 33.2%, for 2Q16 and 1H16, respectively.

The cost of materials and supplies was GEL 9.2 million, up 47.5% y-o-y which was primarily a result of the acquisition of
HTMC, in August 2015. HTMC has a bigger share of medical-supply-intensive services in its service mix, compared to the
rest of our healthcare services business. The materials rate (expense on direct materials as a percentage of gross revenue)
was 15.7% in 2Q16, up from 13.7% a year ago. The quarterly gross margin (defined as gross profit divided by
revenue) increased by 0.2% to 45.3%. Gross margin increased to 45.0% in 1H16, up 210bps since 1H15. As a result
of the above, gross profit was GEL 26.7 million in 2Q16, up 29.4% y-o-y, and 1H16 gross profit was GEL 53.7
million compared to GEL 38.1 million a year ago, up 40.9%.

Expenses on administrative salaries and other employee benefits, which decreased to GEL 5.3 million, down 4.9% y-o-y as
a result of the new day to day cost budget control procedure, implemented in the beginning of 2016. General and
administrative expenses of increased to GEL 3.5 million, up 84.2% y-o-y, were primarily driven by the three main factors:
1). governance-related expenses as a result of the IPO at the end of 2015; 2) the newly launched intensive marketing
campaign alongside the rollout of our ambulatory strategy, which comes on a very low base of marketing expenditure
undertaken previously; 3) recruitment of several key personnel at the senior and middle management levels during the
beginning of 2016 to strengthen the management bench of the Group to support the growing scale of the operations. As a
result, we reported quarterly EBITDA of GEL 17.2 million, up 35.4% y-o-y and down 3.7% q-o-q.

We sustained the EBITDA margin in our healthcare services business close to our target of c.30% (we target c.30%
healthcare services business EBITDA margin by 2018). Our continued focus on efficiency and the integration of newly
acquired facilities resulted in the healthy EBITDA margin in our healthcare services business in 2Q16, of 29.2% and
29.3% for 1H16.

Our strong EBITDA performance in 2Q16 was further translated into a strong profit for the period of GEL 35.3
million, which grew by 414.6% y-o-y and 190.8% q-o-q. Profit for 1H16 reached GEL 47.5 million, up 280.5% y-o-
y. Profit from healthcare services business, adjusted for the impact of deferred tax adjustments (see the explanation in the
bullet point immediately preceding “Healthcare services business“ on page 5) and translation loss, was GEL 9.9 million in
2Q16 (up 103.0% y-o-y and down 4.2% q-o-q) and GEL 20.3 million for 1H16 (up 167.0% y-o-y).
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Discussion of Pharma Business Results

Our pharma business consists of retail and wholesale pharma distribution operations through 110 pharmacies mainly
located in the urban locations in Georgia and 2 warehouses. 25 of these pharmacies also have express ambulatory clinics.
We have approximately 1 million retail customer interactions per month, with c.0.5 million loyalty card members.

Income Statement, pharma business

GEL thousands; unless otherwise noted
May-June

2016
Pharma revenue 30,691
Costs of pharma (25,059)
Gross profit 5,632
Salaries and other employee benefits (2,690)
General and administrative expenses (2,533)
Impairment of healthcare services, insurance premiums and other receivables -
Other operating income 145
EBITDA 554
EBITDA margin 1.8%
Depreciation and amortisation (258)
Net interest income (expense) (427)
Net gains/(losses) from foreign currencies (272)
Net non-recurring income/(expense) -
Profit before income tax expense (403)
Income tax benefit/(expense) -
Profit for the period (403)

Attributable to:
- shareholders of the Company (403)
- non-controlling interests -

We entered the pharma business as a result of the GPC acquisition in May 2016 and our results of operations include GPC
results since May 2016. Our pharma business recorded revenue of GEL 30.7 million for the period of May-June 2016. Of
this, GEL 23.1 million or 75% was retail revenue and the remaining GEL 7.6 million or 25% was from wholesale revenue.
In terms of revenue breakdown by product mix, GEL 21.2 million or 69% was from pharmacy products and the remaining
GEL 9.5 million or 31% from para-pharmacies. The share of para-pharmacies in retail revenue was c.30%.

Pharma business gross margin of 18.4% in the two months is low compared to prior periods and was affected by the
pricing pressure from the competition, as they started sales discounts after GHG announced its acquisition of the pharma
business. The gross margin is gradually rebounding, retail margin increased to 22.0% in July 2016, from 19.6% in May and
June 2016. For the May-June 2016 period, our pharma business also recorded EBITDA of GEL 0.6 million, EBITDA
margin of 1.8% and a net loss for the period of GEL 0.4 million. The pharma business has:

- c.1 million retail customer interactions per month
- c.0.5 million loyalty card members
- Average bill size of GEL 13.0
- c.15% market share measured by sales
- Total number of bills issued during the two month period of May and June was more than 1.9 million

Since we completed the acquisition, we have rolled out a number of initiatives, as announced during the acquisition, which
are having a positive effect on the pharma business and are partially reflected in July 2016 results, with retail gross margin
climbing to 22.0% for July from 19.6% in May and June and we expect that the effects of integration will be reflected in
the results of second half of 2016. We expect that the effects of these optimization and integration efforts will continue to
be reflected in the results of the operations of our pharma business throughout 2016.

Since we completed the acquisition of the pharma business in May 2016, we have launched integration activities and are on
track to deliver the initial guidance on cost savings and revenue enhancement.

 We opened pharmacies in ten of our hospitals, with the number of our pharmacies at our hospitals reaching 14 units.
In total, we operated a country-wide distribution network of 110 pharmacies in major cities, 25 of which also have
express ambulatory clinics. We also operate two warehouses for our pharma business as of 30 June 2016.
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 We have eliminated the majority of the unnecessary costs (GEL 1.4 million, out of GEL 1.9 million expected on an
annualised basis), results of which are expected to be reflected starting from the third quarter 2016 results.

 We have launched negotiations with suppliers to achieve better purchase pricing and achieved more than half of the
cost synergies expected as a result of the consolidated purchasing of our healthcare services and pharma business
(GEL 1.5 million, out of GEL 3.0 million expected on an annualised basis). We continue negotiations and expect to
deliver on the initial guidance.

 We launched bundled product for the customers of our pharma and healthcare services businesses, to tap into c.400
thousand GPC clients that have never been to our ambulatory clinics. We expect to direct approximately 12 thousand
unique customers per month from our pharmacies to our ambulatory clinics, which have not used our ambulatory
services before.

 We accelerated procurement of medical disposables for our healthcare services business through our pharma business.
Until the year end 2016, we expect c.GEL 4 million annualised intercompany purchases, compared to GEL 1.0 million
in 2015.
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Discussion of Medical Insurance Business Results

Our medical insurance business consists of private medical insurance operations in Georgia, providing medical insurance
products to corporate and retail clients. It is the largest provider of medical insurance in Georgia, with a 34.0% market
share based on net insurance premiums earned as of 31 March 2016 and have approximately 203,000 insurance customers
as at 30 June 2016. Our medical insurance business plays a crucial role in our business model, as it is an important feeder
for our healthcare services business, particularly for the ambulatory clinics, and we believe that role will grow in the
future as we roll-out our ambulatory growth strategy.

Income Statement, medical insurance business

GEL thousands; unless otherwise noted 2Q16 2Q15
Change,

Y-o-Y 1Q16
Change,

Q-o-Q 1H16 1H15
Change,

Y-o-Y
Net insurance premiums earned 15,298 14,123 8.3% 13,830 10.6% 29,128 27,814 4.7%
Cost of insurance services (13,989) (11,785) 18.7% (12,847) 8.9% (26,836) (23,321) 15.1%
Gross profit 1,309 2,338 -44.0% 983 33.2% 2,292 4,493 -49.0%
Salaries and other employee benefits (1,328) (892) 48.9% (819) 62.1% (2,147) (1,928) 11.4%
General and administrative expenses (708) (642) 10.3% (719) -1.5% (1,427) (1,263) 13.0%
Impairment of healthcare services, insurance
premiums and other receivables

(116) (6) 1,833.3% (122) -4.9% (238) (109) 118.3%

Other operating income 11 3 266.7% (22) NMF (11) 50 NMF
EBITDA (832) 801 NMF (699) 19.0% (1,531) 1,243 NMF
EBITDA margin -5.4% 5.7% -5.1% -5.3% 4.5%
Depreciation and amortisation (202) (153) 32.0% (204) -1.0% (406) (289) 40.5%
Net interest income (expense) (43) (6) 616.7% 603 NMF 560 (34) NMF
Net gains/(losses) from foreign currencies 19 72 -73.6% 151 -87.4% 170 569 -70.1%
Net non-recurring income/(expense) (973) - - - (973) - -
Profit before income tax expense (2,031) 714 NMF (149) 1,263.1% (2,180) 1,489 NMF
Income tax benefit/(expense) 301 (539) NMF 19 1,484.2% 320 (655) NMF
Profit for the period (1,730) 175 NMF (130) 1,230.8% (1,860) 834 NMF

Attributable to:
- shareholders of the Company (1,730) 175 NMF (130) 1,230.8% (1,860) 834 NMF
- non-controlling interests - - - - - - - -

Change in reporting of net insurance premiums: In prior year GHG financial statements, the Group had offset agents’
commission fees paid for attracting insurance premiums with insurance revenue. Therefore insurance revenue was
presented on a net basis in all prior period accounts. The Group reconsidered the presentation and decided that separate
presentation of agents’ commissions aids the users of financial statements to more clearly comprehend the financial
results. The presentation of comparative figures has been adjusted accordingly to conform to the presentation of the
current year amounts. See the breakdown of cost of insurance services below. The effect of this reclassification on revenues
equalled GEL 0.89 million for 1Q16, GEL 0.75 million for 2Q15 and GEL 1.45 million for 1H15. There is no effect on
either EBITDA or Net profit.

Our medical insurance business continued the process of stabilising its revenues in the second quarter, following a period
of reductions reflecting the Government’s increased focus on the Universal Healthcare Programme which led to an
industry-wide reduction in medical insurance revenues over the last few years. In 2Q16, our medical insurance business
contributed GEL 15.3 million to total revenue, up 8.3% y-o-y and up 10.6% q-o-q.

Revenue by business lines, medical insurance business

(GEL thousands, unless otherwise noted)
2Q16 2Q15

Change,
Y-o-Y 1Q16

Change,
Q-o-Q 1H16 1H15

Change,
Y-o-Y

Net insurance premiums earned 15,298 14,123 8.3% 13,830 10.6% 29,128 27,814 4.7%
Private medical insurance products sold to
retail clients

2,108 1,487 41.8% 1,970 7.0% 4,078 2,756 48.0%

Private medical insurance products sold to
corporate clients

13,190 12,636 4.4% 11,860 11.2% 25,050 25,058 0.0%

Sales to retail clients posted a strong, 41.8% growth y-o-y together with a slight y-o-y increase in sales to corporate clients,
offsetting the previous quarter’s decline in sales to corporate clients, which was a result of not renewing the contract with
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one large corporate client at the end of 2015. Nonetheless, we achieved strong growth in our corporate and retail client base
and the number of insured individuals remained above 200,000 during 2Q16.

Cost of insurance services, medical insurance business

(GEL thousands, unless otherwise noted)
2Q16 2Q15

Change,
Y-o-Y 1Q16

Change,
Q-o-Q 1H16 1H15

Change,
Y-o-Y

Cost of insurance services (13,003) (11,035) 17.8% (11,953) 8.8% (24,956) (21,872) 14.1%
Private medical insurance products sold to
retail clients

(1,570) (785) 100.0% (1,315) 19.4% (2,885) (1,372) 110.3%

Private medical insurance products sold to
corporate clients

(11,433) (10,250) 11.5% (10,638) 7.5% (22,071) (20,500) 7.7%

Agents, brokers and employee commissions (986) (750) 31.5% (894) 10.3% (1,880) (1,449) 29.7%
Gross profit 1,309 2,338 -44.0% 983 33.2% 2,292 4,493 -49.0%

In 2Q16, our medical insurance claims expense was GEL 13.0 million, of which GEL 7.5 million (58% of total) was
inpatient, GEL 2.9 million (22% of total) was outpatient and GEL 2.6 million (20% of total) accounted for drugs. Only
GEL 3.6 million, or 25.2% of our own total medical insurance claims were retained within GHG, of which GEL 3.1 and
GEL 0.5 was retained in healthcare services and pharma businesses, respectively. The feeder role of our medical insurance
business is particularly important for our ambulatory services. In 2Q16, GEL 1.3 million, or 42.4% of our medical
insurance claims on ambulatory clinics were retained within GHG, which increased by 8.6 percentage points from 33.8%
since 1Q16. With our recently launched ambulatory clinics and the ambitious ambulatory expansion strategy, the retention
rate should improve further in the future on a larger base, providing a significant revenue boost. In addition, following the
expansion of our healthcare services business in referral hospitals in Tbilisi, where our medical insurance business has the
highest concentration of its insured clients, more of our medical insurance customers will be utilising more of our hospitals.
Our facilities are increasingly favoured by these customers over competitor facilities due to the better quality of service
received, access to a one-stop-shop style of service for ambulatory services and ease of claim reimbursement procedures.

The medical insurance loss ratio (net insurance claims divided by net insurance revenue) increased from 78.1% in 2Q15 to
85.0% in 2Q16, mostly as a result of the 17.8% y-o-y increase in net insurance claims incurred. The growth in claims was
attributable to the overall growth of the business, but outpaced the revenue growth primarily due to the Ministry of Defense
(“MOD”) which was excluded from UHC coverage from 1 May 2016, increasing utilisation of our product and claims. Our
medical insurance loss ratio adjusted for this change was 81.0% in 2Q16. We are currently renegotiating the contract with
the MOD, as the current contract will expire within several months. The 85.0% loss ratio in 2Q16 was an improvement
from 1Q16 when it was 86.4% due to high claims resulting from a flu epidemic in February and March.

De-concentration of our insurance portfolio is one of the key targets for our medical insurance business, and by the end of
2Q16, we managed to reduce the concentration of our top five clients to 27.0%, down from 43.0% a year ago, measured by
insurance revenue. We have also addressed two drivers of the increased loss ratio referred to above, having adjusted the
pricing (with an average increase of 20%) and underwriting criteria (co-payments) of our medical insurance products. We
expect that this will gradually improve the loss ratio as existing contracts are renewed or new sales at adjusted prices are
made. The majority of the contracts at re-priced levels so far have become effective since January 2016. We also expect
that the benefit associated with changes to our coverage of pharmaceuticals will accelerate with the synergies that we
expect to realise as a result of the acquisition of GPC, the third largest pharmaceuticals retailer and wholesaler in Georgia.

Gross profit increased by 33.2% q-o-q as a result of the increased revenues and reduction of the loss ratio described
above.

The expense ratio (operating expenses excluding interest expense divided by net insurance revenue) was affected by the
non-renewal of the contract by the major corporate customer at year-end 2015. The ratio has weakened further in 2Q16 to
21.8% (20.1% in 1Q16). The combined ratio is the sum of loss ratio and expense ratio and its slight weakening in 2Q16 to
106.8% (106.5% in 1Q16) reflects the trends discussed above.

In June 2016, we announced the appointment of Givi Giorgadze as CEO of our medical insurance business, with effect
from 1 July 2016. Givi brings with him strong knowledge of the Georgian insurance and private banking business, and his
expertise will be invaluable to improve the results of our medical insurance business.
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Income Statement, Half-Year Healthcare services Medical insurance Pharma Eliminations GHG

GEL thousands; unless otherwise noted
1H16 1H15

Change,
Y-o-Y 1H16 1H15

Change,
Y-o-Y 1H16 1H16 1H15 1H16 1H15

Change,
Y-o-Y

Revenue, gross 119,230 88,419 34.8% 29,128 27,814 4.7% 30,691 (4,800) (4,187) 174,249 112,046 55.5%
Corrections & rebates (1,134) (1,842) -38.4% - - - - - - (1,134) (1,842) -38.4%

Revenue, net 118,096 86,577 36.4% 29,128 27,814 4.7% 30,691 (4,800) (4,187) 173,115 110,204 57.1%

Costs of services (64,397) (48,462) 32.9% (26,836) (23,321) 15.1% (25,059) 4,746 4,024 (111,546) (67,759) 64.6%
Cost of salaries and other employee benefits (39,609) (31,011) 27.7% - - - - 1,659 1,442 (37,950) (29,569) 28.3%

Cost of materials and supplies (18,841) (12,740) 47.9% - - - - 789 592 (18,052) (12,148) 48.6%

Cost of medical service providers (829) (978) -15.2% - - - - 35 45 (794) (933) -14.9%

Cost of utilities and other (5,118) (3,733) 37.1% - - - - 214 174 (4,904) (3,559) 37.8%

Net insurance claims incurred - - - (24,956) (21,872) 14.1% - 2,049 1,771 (22,907) (20,101) 14.0%

Agents, brokers and employee commissions - - - (1,880) (1,449) 29.7% - (1,880) (1,449) 29.7%

Cost of pharma - wholesale - - - - - - (6,545) - - (6,545) - -

Cost of pharma - retail - - - - - - (18,514) - - (18,514) - -

Gross profit 53,699 38,115 40.9% 2,292 4,493 -49.0% 5,632 (54) (163) 61,569 42,445 45.1%
Salaries and other employee benefits (11,369) (10,837) 4.9% (2,147) (1,928) 11.4% (2,690) 54 163 (16,152) (12,602) 28.2%

General and administrative expenses (6,000) (3,687) 62.7% (1,427) (1,263) 13.0% (2,533) - - (9,960) (4,950) 101.2%
Impairment of healthcare services, insurance
premiums and other receivables

(1,978) (1,737) 13.9% (238) (109) 118.3% - - - (2,216) (1,846) 20.0%

Other operating income 636 491 29.5% (11) 50 NMF 145 - - 770 541 42.3%

EBITDA 34,988 22,345 56.6% (1,531) 1,243 NMF 554 - - 34,011 23,588 44.2%

EBITDA margin 29.3% 25.3% -5.3% 4.5% 1.8% - - 19.5% 21.1%

Depreciation and amortisation (8,382) (4,600) 82.2% (406) (289) 40.5% (258) - - (9,046) (4,889) 85.0%

Net interest income (expense) (5,258) (10,084) -47.9% 560 (34) NMF (427) - - (5,125) (10,118) -49.3%

Net gains/(losses) from foreign currencies (2,122) 4,880 NMF 170 569 -70.1% (272) - - (2,224) 5,449 NMF

Net non-recurring income/(expense) 157 (767) NMF (973) - - - - - (816) (767) NMF

Profit before income tax expense 19,383 11,774 64.6% (2,180) 1,489 NMF (403) - - 16,800 13,263 26.7%
Income tax benefit/(expense) 28,105 708 NMF 320 (655) NMF - - - 28,425 53 NMF

of which: Deferred tax adjustments 29,311 - - - - - - - - 29,311 - -

Profit for the period 47,488 12,482 280.5% (1,860) 834 NMF (403) - - 45,225 13,316 239.6%
-

Attributable to: -

- shareholders of the Company 39,939 11,020 262.4% (1,860) 834 NMF (403) - - 37,676 11,854 217.8%

- non-controlling interests 7,549 1,462 416.3% - - - - - - 7,549 1,462 416.3%

of which: Deferred tax adjustments 5,057 - - - - - - - - 5,057 - -
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Income Statement, Quarterly Healthcare services Medical insurance Pharma Eliminations GHG

GEL thousands; unless otherwise noted
2Q16 2Q15

Change,
Y-o-Y 1Q16

Change,
Q-o-Q 2Q16 2Q15

Change,
Y-o-Y 1Q16

Change,
Q-o-Q 2Q16 2Q16 2Q15 1Q16 2Q16 2Q15

Change,
Y-o-Y 1Q16

Change,
Q-o-Q

Revenue, gross 58,779 45,674 28.7% 60,451 -2.8% 15,298 14,123 8.3% 13,830 10.6% 30,691 (3,095) (2,325) (1,705) 101,673 57,472 76.9% 72,576 40.1%

Corrections & rebates (724) (885) -18.2% (410) 76.6% - - - - - - - - - (724) (885) -18.2% (410) 76.6%

Revenue, net 58,055 44,789 29.6% 60,041 -3.3% 15,298 14,123 8.3% 13,830 10.6% 30,691 (3,095) (2,325) (1,705) 100,949 56,587 78.4% 72,166 39.9%

Costs of services (31,399) (24,189) 29.8% (32,998) -4.8% (13,989) (11,785) 18.7% (12,847) 8.9% (25,059) 3,052 2,253 1,694 (67,395) (33,721) 99.9% (44,151) 52.6%
Cost of salaries and other employee
benefits

(19,857) (15,919) 24.7% (19,752) 0.5% - - - - - - 1,094 767 565 (18,763) (15,152) 23.8% (19,187) -2.2%

Cost of materials and supplies (9,228) (6,258) 47.5% (9,613) -4.0% - - - - - - 514 302 275 (8,714) (5,956) 46.3% (9,338) -6.7%

Cost of medical service providers (401) (510) -21.4% (428) -6.3% - - - - - - 23 24 12 (378) (486) -22.2% (416) -9.1%

Cost of utilities and other (1,913) (1,502) 27.4% (3,205) -40.3% - - - - - - 122 74 92 (1,791) (1,428) 25.4% (3,113) -42.5%

Net insurance claims incurred - - - - - (13,003) (11,035) 17.8% (11,953) 8.8% - 1,299 1,086 750 (11,704) (9,949) 17.6% (11,203) 4.5%
Agents, brokers and employee
commissions

- - - - - (986) (750) 31.5% (894) 10.3% - - - (986) (750) 31.5% (894) 10.3%

Cost of pharma - wholesale - - - - - - - - - - (6,545) - - - (6,545) - - - -

Cost of pharma - retail - - - - - - - - - - (18,514) - - - (18,514) - - - -

Gross profit 26,656 20,600 29.4% 27,043 -1.4% 1,309 2,338 -44.0% 983 33.2% 5,632 (43) (72) (11) 33,554 22,866 46.7% 28,015 19.8%

Salaries and other employee benefits (5,254) (5,523) -4.9% (6,115) -14.1% (1,328) (892) 48.9% (819) 62.1% (2,690) 43 72 11 (9,229) (6,343) 45.5% (6,923) 33.3%

General and administrative expenses (3,517) (1,909) 84.2% (2,483) 41.6% (708) (642) 10.3% (719) -1.5% (2,533) - - - (6,758) (2,551) 164.9% (3,202) 111.1%
Impairment of healthcare services,
insurance premiums and other receivables

(1,120) (906) 23.6% (858) 30.5% (116) (6) 1833.3% (122) -4.9% - - - - (1,236) (912) 35.5% (980) 26.1%

Other operating income 395 413 -4.4% 241 63.9% 10 3 233.3% (21) -147.6% 145 - - - 550 416 32.2% 219 151.1%

EBITDA 17,160 12,675 35.4% 17,828 -3.7% (832) 801 -203.9% (699) 19.0% 554 - - - 16,882 13,476 25.3% 17,129 -1.4%

EBITDA margin 29.2% 27.8% 29.5% -5.4% 5.7% -5.1% 1.8% - - 16.6% 23.4% 23.6%

Depreciation and amortisation (4,121) (2,414) 70.7% (4,261) -3.3% (202) (153) 32.0% (204) -1.0% (258) - - - (4,581) (2,567) 78.5% (4,465) 2.6%

Net interest income (expense) (2,999) (6,011) -50.1% (2,259) 32.8% (43) (6) 616.7% 603 NMF (427) - - - (3,469) (6,017) -42.3% (1,656) 109.5%

Net gains/(losses) from foreign currencies (1,711) 1,973 NMF (411) 316.3% 19 72 -73.6% 151 -87.4% (272) - - - (1,964) 2,045 NMF (260) 655.4%

Net non-recurring income/(expense) 387 (556) NMF (230) -268.3% (973) - - - - - - - - (586) (556) NMF (230) 154.8%

Profit before income tax expense 8,716 5,667 53.8% 10,667 -18.3% (2,031) 714 NMF (149) 1,263.1% (403) - - - 6,282 6,381 -1.6% 10,518 -40.3%

Income tax benefit/(expense) 26,619 1,199 NMF 1,486 1691.3% 301 (539) NMF 19 1,484.2% - - - - 26,920 660 NMF 1,505 1,688.7%

of which: Deferred tax adjustments 27,113 - - 2,198 - - - - - - - - - - 27,113 - - 2,198 -

Profit for the period 35,335 6,866 414.6% 12,153 190.8% (1,730) 175 NMF (130) 1,230.8% (403) - - - 33,202 7,041 371.6% 12,023 176.2%

Attributable to:

- shareholders of the Company 29,888 5,947 402.6% 10,051 197.4% (1,730) 175 NMF (130) 1,230.8% (403) - - - 27,755 6,122 353.4% 9,921 179.8%

- non-controlling interests 5,447 919 492.7% 2,102 159.1% - - - - - - - - - 5,447 919 492.7% 2,102 159.1%
of which: Deferred tax adjustments 4,705 - - 352 - - - - - - - - - - 4,705 - - 352 -
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Balance Sheet Healthcare services Medical insurance Pharma

GEL thousands; unless otherwise noted 30-Jun-16 30-Jun-15
Change,

Y-o-Y 31-Mar-16
Change,

Q-o-Q 30-Jun-16 30-Jun-15
Change,

Y-o-Y 31-Mar-16
Change,

Q-o-Q 30-Jun-16
Total assets, of which: 675,998 437,341 54.6% 670,861 0.8% 71,120 74,885 -5.0% 75,493 -5.8% 56,334
Cash and bank deposits 12,551 23,663 -47.0% 52,408 -76.1% 11,991 18,091 -33.7% 12,996 -7.7% 1,853

Receivables from healthcare services 77,757 57,606 35.0% 78,034 -0.4% - - - - -

Receivables from sale of pharmaceuticals - - - - - - - - - - 6,110

Insurance premiums receivable - - - 34,959 32,073 9.0% 39,042 -10.5% -

Property and equipment 488,105 316,441 54.2% 481,969 1.3% 5,684 3,777 50.5% 5,672 0.2% 7,950

Goodwill and other intangible assets 28,192 7,189 292.2% 19,433 45.1% 6,091 5,536 10.0% 6,097 -0.1% 829

Inventory 8,552 8,059 6.1% 14,109 -39.4% 226 159 42.1% 193 17.1% 33,692

Prepayments 45,226 6,272 621.1% 10,017 351.5% 2,148 3,035 -29.2% 3,839 -44.0% 2,972

Other assets 15,615 18,111 -13.8% 14,891 4.9% 10,021 12,214 -18.0% 7,654 30.9% 2,928

Total liabilities, of which: 216,391 242,167 -10.6% 214,166 1.0% 54,229 56,334 -3.7% 56,192 -3.5% 55,225
Borrowed Funds 120,897 181,904 -33.5% 92,336 30.9% 11,942 17,221 -30.7% 11,775 1.4% 18,020

Accounts payable 25,156 11,271 123.2% 36,533 -31.1% - 954 - 832 - 31,122

Insurance contract liabilities - - - - - 35,424 31,831 11.3% 39,431 -10.2% -

Other liabilities 70,338 48,992 43.6% 85,297 -17.5% 6,863 6,328 8.5% 4,154 65.2% 6,083

Total shareholders' equity attributable to: 459,607 195,174 135.5% 456,695 0.6% 16,891 18,551 -8.9% 19,301 -12.5% 1,109
Shareholders of the Company 408,202 169,977 140.2% 409,504 -0.3% 16,891 18,551 -8.9% 19,301 -12.5% 1,109

Non-controlling interest 51,405 25,197 104.0% 47,191 8.9% - - - - -

Balance Sheet Eliminations GHG

GEL thousands; unless otherwise noted 30-Jun-16 30-Jun-15 31-Mar-16 30-Jun-16 30-Jun-15
Change,

Y-o-Y 31-Mar-16
Change,

Q-o-Q
Total assets, of which: 10,637 (8,134) (8,539) 814,089 504,092 61.5% 737,815 10.3%
Cash and bank deposits - - - 26,395 41,754 -36.8% 65,404 -59.6%

Receivables from healthcare services (7,359) (4,159) (4,284) 70,398 53,447 31.7% 73,750 -4.5%

Receivables from sale of pharmaceuticals - - - 6,110 - - - -
Insurance premiums receivable (684) (159) - 34,275 31,914 7.4% 39,042 -12.2%

Property and equipment - - - 501,739 320,218 56.7% 487,641 2.9%

Goodwill and other intangible assets 29,621 - - 64,733 12,725 408.7% 25,530 153.6%

Inventory - - - 42,470 8,218 416.8% 14,302 197.0%

Prepayments (1,272) - - 49,074 9,307 427.3% 14,648 235.0%

Other assets (9,669) (3,816) (4,255) 18,895 26,509 -28.7% 17,498 8.0%

Total liabilities, of which: (18,984) (8,134) (8,539) 306,861 290,367 5.7% 261,819 17.2%
Borrowed Funds (9,602) (3,606) (4,255) 141,257 195,519 -27.8% 99,856 41.5%

Accounts payable (3,696) (2,649) - 52,582 9,576 449.1% 37,365 40.7%

Insurance contract liabilities (2,483) (1,689) (2,496) 32,941 30,142 9.3% 36,935 -10.8%

Other liabilities (3,203) (190) (1,788) 80,081 55,130 45.3% 87,663 -8.6%

Total shareholders' equity attributable to: 29,621 - - 507,228 213,725 137.3% 475,996 6.6%
Shareholders of the Company 29,621 - - 455,823 188,528 141.8% 428,805 6.3%

Non-controlling interest - - - 51,405 25,197 104.0% 47,191 8.9%
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Selected ratios and KPIs
2Q16 2Q15 1Q16 1H16 1H15

GHG
EPS, GEL 0.22 NMF 0.08 0.29 NMF

EPS adjusted, GEL 0.08 NMF 0.08 0.15 NMF
ROAE 25.1% 11.0% 9.4% 17.2% 10.8%

ROAE, adjusted 12.8% 11.0% 16.5% 14.2% 10.8%

Group rent expenditure 2,266 354 405 2,670 690
of which, Pharma 1,642 - - 1,642 -

Group capex (maintenance) 2,053 2,068 2,537 4,590 3,828
Group capex (growth) 29,895 12,318 14,357 44,252 21,751

Number of employees 11,884 8,540 9,747 11,884 8,540
Number of physicians 2,954 2,495 2,762 2,954 2,495
Number of nurses 2,795 2,320 2,706 2,795 2,320
Nurse to doctor ratio 0.95 0.93 0.98 0.95 0.93

Total number of shares 131,681,820

Less: Treasury shares (3,500,000)

Shares outstanding 128,181,820 28,334,829

Of which:
Total free float 42,550,000

Shares held by BGEO GROUP PLC 85,631,820

Healthcare services
EBITDA margin of healthcare services 29.2% 27.8% 29.5% 29.3% 25.3%
Direct salary rate (direct salary as % of revenue) 33.8% 34.9% 32.7% 33.2% 35.1%
Materials rate (direct materials as % of revenue) 15.7% 13.7% 15.9% 15.8% 14.4%
Administrative salary rate (administrative salaries as % of
revenue) 8.9% 12.1% 10.1% 9.5% 12.3%
SG&A rate (SG&A expenses as % of revenue) 6.0% 4.2% 4.1% 5.0% 4.2%

Number of hospitals 35 34 36 35 34
Number of district outpatient clinics 9 5 7 9 5
Number of express ambulatory clinics 28 1 3 28 1
Number of beds 2,467 2,220 2,686 2,467 2,220
Number of referral hospital beds 2,005 1,759 2,229 2,005 1,759

Bed occupancy rate 57.6% 50.8% 60.4% 59.3% 52.3%
Bed occupancy rate, referral hospitals 64.9% 59.0% 66.7% 65.8% 60.2%
Bed occupancy rate, community hospitals 23.9% 19.7% 26.6% 22.4% 22.2%

Average length of stay (days) 5.1 4.4 4.9 4.9 4.5
Average length of stay (days), referral hospitals 5.3 4.7 5.2 5.1 4.8
Average length of stay (days), community hospitals 3.9 2.7 3.0 3.4 2.8

Pharma

EBITDA margin 1.8% - - 1.8% -
Days sales outstanding 12.1 - - 12.1 -

Number of bills issued 1,92 million - - 1,92 million -
Revenue from wholesale as a percentage of total revenue
from pharma

25%
- -

25%
-

Revenue from retail as a percentage of total revenue from
pharma

75%
- -

75%
-

Revenue from para-pharmacy as a percentage of total
revenue from pharma

31%
- -

31%
-

Number of pharmacy 110 - - 110 -

Medical insurance
Loss ratio 85.0% 78.1% 86.4% 85.7% 78.6%
Expense ratio, of which 21.8% 17.3% 20.1% 21.0% 17.9%

Commission ratio 6.4% 5.3% 6.5% 6.5% 5.2%
Combined ratio 106.8% 95.4% 106.5% 106.6% 96.6%
Renewal rate 88.3% 79.2% 88.5% 88.4% 77.3%
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Principal risks and uncertainties

The table below describes the principal risks and uncertainties relating to the Group’s operations and their potential impact,
as well the trend and outlook associated with these risks and the mitigating actions we take to address these risks. If any of
the following risks actually occur, the Group’s business, financial condition, results of operations or prospects could be
materially affected. The risks and uncertainties described below may not be the only ones the Group faces. Additional risks
and uncertainties, including those that the Group is currently not aware of or deems immaterial, may also result in
decreased revenues, incurred expenses or other events that could result in a decline in the value of the Group’s securities.

Risks and uncertainties Trend and outlook Mitigation

We might not be able to expand our
business in line with our strategy,
realise our revenue and growth targets
or achieve the intended benefits or
operating synergies from these
projects. According to our strategy,
we plan to more than double our 2015
revenue from healthcare services by
2018, capture one third of the
Georgian hospital market, increase our
market share in the outpatient market
and integrate and grow our recently
acquired pharma business. Achieving
this will place significant demands on
our management and operational
resources.

We have made significant progress in each of our
strategic priorities during the year. At the beginning of
2014, the Group had 28 hospitals with 1,329 hospital
beds. At the end of 2015 we had 35 hospitals with
2,670 hospital beds representing a substantially
increased market share of 26.6% of Georgia’s total
hospital beds. We have continued to expand
significantly in the higher revenue hospital segments in
Tbilisi with the acquisition, in August 2015, of the
High Technology Medical Center University Clinic
(HTMC). Furthermore, we have already started
renovation work on two other facilities, which we
expect to become fully operational as multi-profile
hospitals in 2017. Our strategy to increase our share of
healthcare revenues through the roll-out of a national
network of ambulatory clinics has begun. By the end of
July 2016 we had opened six ambulatory clusters in a
number of high-population density areas in Tbilisi and
one in Kutaisi, the second largest city in Georgia. We
plan to open at least a further four ambulatory clusters
in Tbilisi and other major cities in Georgia during
2016. We are achieving operating synergies in line
with our plans and expect to continue to do so.

The Group is focused on the execution of our
growth strategy and reorganising and adding
management capacity to better ensure that we
meet our targets. The Group has a solid track
record not only of making but of integrating
acquisitions. We have a dedicated integration
team comprising highly experienced
professionals with extensive integration project
experience. The integration team meets at least
weekly to discuss all aspects of the integration
process, including but not limited to financial,
commercial, clinical, human resources and legal
matters.

The Group has recently acquired a
100% equity stake in JSC GPC, a
retail and wholesale pharmaceutical
distribution business. This acquisition
brought a new business line to the
Group and there are risks that we may
not be able to integrate the business
and functions and therefore gain the
necessary synergies and that
management may be distracted from
other business priorities.

While retail pharmacy operations is a new business for
the Group, JSC GPC and the Group together represent
the largest buyer of pharmaceuticals in Georgia and
GHG Management expects to be able to eliminate
unnecessary costs, deliver on cost and revenue
synergies. As part of pharma business integration and
growth, the Group has captured more than half of the
GEL 5 million annualised cost synergies that were
initially targeted to meet and continues focused
activities to deliver it in full. GHG management aims
to achieve c.GEL 9-10 million of revenue synergies
from the opening of GPC pharmacies in GHG’s
existing hospitals and flagship ambulatory clinics. Ten
such pharmacies were launched during the past two
months in main facilities, bringing total number of
GPC pharmacies at GHG healthcare facilities to 14.

GHG management is experienced in integrating
new businesses into the Group. In addition, the
Group has taken action to strengthen its team.
David Kiladze JSC GPC’s CEO for more than 20
years will continue to lead the JSC GPC business
and George Arveladze has recently been
appointed as the Deputy CEO in charge of the
ambulatory and pharmaceutical business of the
Group. George has extensive experience in the
Georgian retail sector.

We operate in an evolving regulatory
environment. We cannot predict what
additional regulatory changes will be
introduced in the future or their effect.

Since 2007, there have been a number of reforms and
profound transformations in the Georgian healthcare
services and pharma markets, aimed at achieving
higher standards of care, modernisation of equipment
and facilities, wider access to healthcare and lower
healthcare costs. We expect that the regulatory
environment will continue to evolve in the
advancement of these goals, but that future
developments will be less fundamental than was the
structural shift to universal healthcare.
The Ministry of Labor, Health and Social Affairs
(“MOLHSA”) has recently conducted the review of the
effectiveness of the existing model of the healthcare
financing by the state, which has been introduced in
2014 with the current scope. As a result of the review,

Continued investment in our people and
processes is enabling us to meet our regulatory
requirements and position us well to respond to
changes in regulation. In line with our integrated
control framework, we carefully evaluate the
impact of legislative and regulatory changes as
part of our formal risk identification and
assessment processes. As part of this process, we
engage in constructive dialogue with regulatory
bodies, where possible, and seek external advice
on potential changes to legislation. We then
develop appropriate policies, procedures and
controls as required to fulfil our compliance
obligations. The legal department regularly



GHG PLC 2nd quarter and half-year 2016 results

31

Risks and uncertainties Trend and outlook Mitigation

the government is undertaking several initiatives to
improve the effectiveness and efficiency of the existing
system, which include streamlining the licensing
requirements, introducing leveling of hospitals,
streamlining pricing and scope of the urgent care
services under UHC. We expect that the net effect of
these initiatives will be positive for the Group,
however, our expectations may not materialise.

consults with ministries, regulators and tax
authorities.

We might not be able to predict in full
the effects of Georgia’s recently
implemented Universal Healthcare
Programme. Our strategy assumes that
the limited cover available under the
programme will help increase demand
for private medical insurance.
However, these opportunities may not
materialise.

The increased focus on the Universal Healthcare
Programme in Georgia has seen a substantial shift in
revenues towards the healthcare services market
leading to an industry wide significant reduction in
medical insurance revenues from the previously inforce
State Insurance Programme. As a result our medical
insurance business experienced a 20.8% y-o-y
reduction in revenues during 2015. Our private medical
insurance has shown resilience and revenue from
private medical insurance products grew by 4.7% y-o-y
in the first half of 2016, with an increased customer
base of approximately 200,000 people holding our
medical insurance policies as at 30 June 2016.

In the medical insurance business, we plan to
leverage opportunities from the reform of the
Georgian healthcare sector to increase our private
medical insurance customer base. We will
continue efforts to optimise pricing, introduce
differentiated products, better target sales efforts
and increase our sales force. We will continue to
use the medical insurance business as a feeder for
our medical services business, a role that will, we
believe, be enhanced in the future as we roll-out
our ambulatory growth strategy

We compete with other state and
private providers of healthcare
services across Georgia. In some
cases, competing healthcare providers
in certain regions are more established
than we are, and may have greater
experience, infrastructure and brand
loyalty than we do. Our competitors
may consolidate, develop alliances or
adopt predatory pricing policies to
capture market share. Our reputation
for high clinical standards could suffer
if our quality declines or our
competitors improve their services.

We are the largest provider of healthcare services in
the country. In addition, we are the only provider so far
that is consolidating in the fragmented Georgian
healthcare services market. We have the widest
population coverage (being accessible to over three
quarters of the 3.7 million Georgian population) and
the greatest geographic reach within the country. We
remain the only healthcare institution in Georgia to
undertake in-house training of our own personnel.
Since the beginning of 2014, we have invested over
GEL 2.0 million in training and have a dedicated staff
of 44 trainers.

We will seek to protect our reputation for high
clinical standards, which we believe continues to
drive demand for services at our healthcare
facilities and attracts more patients and
physicians which, in turn, helps us further
enhance our reputation for high-quality care and
strengthen our relationships within the local
community. In 2015 we successfully launched
unique services in the country such as liver
transplant surgery, children’s cardio surgery,
oncology radiotherapy in western Georgia. We
will continue to focus on the training and
education of our staff, as well as sourcing a new
generation of medical personnel.

Our healthcare services business
depends on revenue from the
Georgian government and a small
number of private insurance providers.
We expect that this concentration of
revenue sources will continue.
Accordingly, our future success and
ability to obtain favourable prices will
depend in part on our ability to
maintain good working relationships
with private insurance providers and
may be impacted by any changes to
state-funded healthcare programmes.

The Universal Healthcare Programme remains a
significant priority for the government and government
expenditure on healthcare will increase by 81.4% from
GEL 487.9 million in 2013 to GEL 885.0 million
according to the approved government budget for
2016. This ongoing increase in expected government
healthcare spending underpins the substantial organic
growth opportunities for the Group. The government’s
budgeted spend on healthcare however still remains
low, compared to many other countries, at just over 2%
of GDP and approximately 7% of annual tax revenues.
We expect the government to continue prioritising
healthcare services.

The Group monitors the macroeconomic
environment in Georgia and budgetary
performance of the state to assess the forecasted
future cash flows from the state.

Georgia shares borders with Russia,
Azerbaijan, Armenia and Turkey and
has had ongoing disputes in the
breakaway regions of Abkhazia and
the Tskhinvali Region/South Ossetia,
and with Russia. These disputes have
led to sporadic violence and breaches
of peace keeping operations. Regional
tensions could have an adverse effect
on the local economy and our
business.

Despite tensions in the breakaway territories, Russia
has opened its market to Georgian exports. Russia and
Ukraine’s relationship has continued to deteriorate. As
a result, there is significant uncertainty as to if, how
and when the conflict between Russia and Ukraine will
be resolved. Russia/ Turkey tensions have developed
with the escalation of the Syrian crisis, and Armenia/
Azerbaijan tensions continue unabated. Georgia
continues to grow in spite of the regional tensions.
During the first half of 2016, Georgia delivered real
GDP growth of 2.9%, whilst inflation was maintained
below the 5% target range. Foreign Direct Investment
continued to be strong and tourist numbers – a
significant driver of US$ inflows for the country –
continue to rise. As a result, the Georgian
government’s fiscal position continues to be strong.

Georgia has taken significant steps to reduce its
dependence on Russia and Ukraine. Even without
Russia, Georgian exports have more than tripled
since 2005 to US$2.9 billion in 2013. With the
recent economic turbulence in Russia, exposure
to the Russian market is once again receding. In
2014 Georgia and the EU signed an association
agreement introducing the deep and
comprehensive free trade area (DCFTA),
effective since 1 September 2014, which is
intended to simplify Georgia’s access to the EU
market. The Government continues to maintain
strong relationships with international
development partners. An ongoing IMF
programme, introduced in July 2014, is intended
to help implement the government’s economic
reform programme and aims to reduce
macroeconomic vulnerabilities and dependency
on the public sector, and increase policy buffers
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Risks and uncertainties Trend and outlook Mitigation

and support growth, while making the economy
more resilient to external shocks.

Political and governmental instability
in Georgia could have a material
adverse effect on the local economy
and our business. Business and
investor friendly reforms may not
continue or may be reversed or such
reforms and economic growth may be
hindered as a result of any changes
affecting the continuity or stability of
the current coalition government or as
a result of a rejection of reform
policies by the president, the
parliament or others.

Georgia is one of the fastest growing countries in
Eastern Europe, with real GDP growth averaging 5.1%
during 2006 to 2015 (according to Geostat) and is
considered an open market in which to do business.
Growth-oriented reforms and ongoing economic
liberalisation since becoming a WTO member in 2000
have transformed Georgia into a country that is ranked
by the World Bank as more business friendly than both
Switzerland and France.

Regular meetings of the supervisory board Audit
Committee and the Management Board are aimed
at analysing such risks, elaborating responsive
strategies and action plans and in this way
mitigating such risks. The Management Board
employs a number of legal, accounting and
macroeconomic advisors and analysts that help
the Group navigating through these risks by
means of timely identifying them and proactively
managing them.

The Group is exposed to the effects of
fluctuations in the prevailing foreign
currency exchange rates on our
financial position and cash flows. Our
functional currency is the Georgian
Lari and our principal transactions are
carried out in GEL. Our exposure to
foreign exchange risk arises primarily
with respect to the US Dollar and the
Euro. While all of our revenues and
expenses are in GEL, a significant part
of the medicines and medical
disposables that we purchase (for own
consumption at healthcare facilities
and sale at pharmacies) are imported
and the prices are pegged to foreign
currency (mostly US Dollars and/or
Euro). Furthermore, the prices of
almost all of the medical equipment
that we purchase are also set in
foreign currency (mostly US Dollars
and/or Euro). A significant portion of
our borrowings (primarily loans to
fund our expansion plans) are
denominated in US Dollars.

We reduced our exposure to foreign currency risk from
the first quarter of 2016 onwards, as we pre-paid GEL
104.4 million borrowings at year end 2015/beginning
of 2016 from IPO proceeds, part of which we later
replenished with less expensive loans from
Development Financial Institutions, which reduced
total borrowings to GEL 141.3 million, as at 30 June
2016 from GEL 195.5 million a year ago.
Additionally, while majority of the cost of goods sold
in our pharma business is linked to USD or EUR, we
adjust prices frequently to reflect the fluctuation in
foreign currency exchange rates, this minimizing the
impact of such fluctuations on our earnings.

The Group continuously monitors market
conditions and reviews market changes,
performing stress and scenario testing to assess
our financial position in adverse economic
conditions. The Group’s currency risk is
controlled by setting sensitivity loss limits. Its
open currency positions are managed by the
finance department on a day-to-day basis and are
monitored by the head of reporting and analysis
on a real time basis. We have established limits
on possible losses for each type of operation and
monitor compliance with such limits.

The Group’s business processes and
risk management structures are in the
process of being developed and until
they are fully developed the risks
associated with weaknesses in the
processes and structures are higher
than they will be when the new
processes and structures are in place.

As part of the IPO process a number of policies and
procedures were put in place in order to ensure that we
had a robust governance structure in place.

The Group is in the process of designing and
implementing new business processes and risk
management structures designed to better manage
the business and ensure that these risks are
mitigated as far as possible, including processes
and structures relating to: clinical processes and
medical records; information technology and
information security; product pricing; operational
risk, corporate security and business continuity;
and risk management in the insurance business.
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Responsibility Statements

We confirm that to the best of our knowledge:

 The interim condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard (IAS) 34 “Interim Financial Reporting”, as adopted by the European Union;

 This Results Report includes a fair review of the information required by Disclosure and Transparency Rule
4.2.7R (indication of important events during the first six months and description of principal risks and
uncertainties for the remaining six months of the year); and

 This Results Report includes a fair review of the information required by Disclosure and Transparency Rule
4.2.8R (disclosure of related parties’ transactions and changes therein).

By order of the board

Irakli Gilauri Nikoloz Gamkrelidze

Chairman Chief Executive

15 August 2016
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