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J
SC Kyivstar 2012 annual report is an anniversary report. It 
doesn’t only summarizes the Company results and performance 
in 2012, but is also dedicated to the fifteenth anniversary of the 
Company’s operation in the Ukrainian market. As a matter of 
fact, the processes important for further development of the 

Company and started in previous years were brought to a close that year: 
unification of Kyivstar’s and Beeline Ukraine’s processes and procedures, 
implementation of unified systems and standards of service of mobile and 
fixed communication subscribers; implementation of unified corporate 
governance principles and approaches, etc.  

In 2012, Kyivstar’s President Igor Lytovchenko, who has been in charge of 
the Company from the day of its establishment, published a business novel 
«Lighting up the star», in which his personal life intertwines with fledging 
and development of Kyivstar, and a highly challenged history of our country 
in 1990-2000. Vivid quotations from the book are selected here to help the 
readers of the Report to get an overview of the Сompany’s development 
over 15 years.     

JSC Kyivstar’s performance in 2012 may be viewed in Kyivstar Business in 2012  
Section, which contains information about the investments, earnings and 
business performance of Kyivstar, as well as in three sections dealing with 
services provided for different market segments (in 2012 the Company 
implemented a number of innovations that expand the sets and enhance 
the quality of services):  in Customer Service Section, which represents the 
facts that evidence the growth of customer confidence in the Company; in 
Workplace Section, which describes how Kyivstar cares about professional 
growth and development of its employees; in Kyivstar and Community 
Section, which is a brief report on the Company’s charitable activities and 
achievements in terms of Kyivstar social responsibility.    

A considerable part of this Report is given over to analyzing the current 
state of telecommunications market and its future outlooks.

Traditionally, the last and the biggest Section of the report contains 
a detailed financial statement prepared based on the results of audit 
performed by Ernst & Young international company.

About this RepoRt
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Looking to the futuRe 
foR the sAke of pResent

T
oday Ukraine occupies one of the first places in 
the world for availability of mobile communication 
services for its citizens: the average price per 
minute is one of the lowest and by the volume 
of voice traffic used by the «average» subscriber, 

our county comes short only of USA. In justice to 
the contributions of other telecom companies in this 
achievement, my submission is that Kyivstar, which at 
one time has become an active participant competition 
in the telecom market and now as its leader is a source 
of innovations in the industry, it is unknown under which 
trajectory the industry would develop. 

In 2012 Kyivstar celebrated its fifteenth anniversary. This 
anniversary is a great opportunity to look back at the 
path that we started in 1997. We came to the telecom 
market, where there three operators had already been 
and became the first by the number of subscribers only 
in three years. Today, Kyivstar is an uncontested leader 
in mobile communication and very serious player in the 
segment of fixed broadband Internet.  

In fact, we are the ideologists of trends at the national 
telecommunications market. We are the leaders in 
investment volumes, the largest taxpayer in the industry, 
the most efficient company and best employer. Our social 
innovations, customer service system and technical 
infrastructure were noted by numerous awards from 
experts. Being a part of the international telecom group 
VimpelCom Ltd, we provide our customers with the best 
conditions for communication in other countries and 
involve in Ukraine world-class innovative products. 

Over fifteen years of work Kyivstar managed to build a 
telecommunications company that is worthy of a great 
European country. But time all tide wait for no man 

and the world is constantly changing, changing habits 
and priorities of subscribers with unprecedented rates 
of growth of consumption of volumes of data traffic in 
mobile networks.  It forces us to focus still more on the 
needs of our customers. 

Such a task requires significant effort also because 
the telecommunications market in Ukraine is going 
through hard times. The market is saturated with voice 
services, but the entry of 3G/LTE innovative technologies 
is hindered by bureaucratic barriers. But Kyivstar has 
ambitions and a great experience. We justified the 
expectations of customers and when there were several 
thousand of them as well as when millions came to us.  
I am sure that Kyivstar will continue to create resources 
and opportunities for customers, for the market, for the 
society according to our mission: to make people happier 
by telecommunications services of the highest quality!

Thinking of You!

Igor Lytovchenko 
Kyivstar President,  

Head of Ukrainian business-unit VimpelCom Ltd.

We ShoULd not jUSt gIve 
peopLe WhAt they ARe 
expeCtIng FRom US And be 
ReAdy FoR theIR FUtURe 
needS And to pRedICt them
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15-year 
Kyivstar 
in Lighting 
up the stAR 
business 
novel

begInnIng oF hIStoRy

«Year 1997 is considered as the year 
of establishment of Kyivstar, though 
the Company in the form of Open 

Joint Stock Company was incorporated 
earlier — in 1994. But just in 1997, the 
main membership of shareholders was 
formed, just then we started building the 
 network, and the first ring resounded 
also in 1997, on December 9. All this was 
preceded by lots of work, quarrels, various 
events, and a mere tiredness»

noRWegIAn ShARehoLdeRS

«We signed the Contract for purchase of 
35% shares by Telenor in March 1998 in 
Norway. I am grateful to Telenor, because 

their experience assisted us. As to the business, 
these people are very meticulous, attentive and 
prudent. The Contract between shareholders has 
foreseen practically any situation. Each detail, each 
little thing was worked through. Kyivstar was 
among the first large Ukrainian companies, being 
built in accordance with the European models»

oFFeRS FoR
Сustomers

«In 1998, we were the first in offer-
ing the service of short text mes-
sages — sms in the Ukrainian 

telecom-market. Firstly such mes-
sages were invented by technicians 
of Telenor and Ericsson for internal 
use. Neither of productologists ever 
thought that «the transmission of let-
ters» by the mobile phone would be in 
demand. In 1999, we were the first in 
introducing per second billing of calls. 
In 2000, we were the first in offering 
the service of mobile access to Inter-
net — WAP to subscribers in Ukraine. 
It was innovative and somehow risky: 
Internet was not then so widespread 
phenomenon, and even home com-
puters were rarity». 

«The first real zero in the network in 
the Ukrainian market (heretofore, op-
erators have already had free calls 
to two numbers with time limitation, 
etc.) was just in Kyivstar. Though ma-
ny people challenged, discussed, as 
this zero looked like megarevolution. 
But the result was convincing — we 
grew at a cosmic pace»

bUILdIng oF mobILe
CommUnICAtIon netWoRK 

«In 1997, we built and activated the first 
working fragment of the network. After Kyiv 
we strived for conquering other regions as 

soon as possible. In 1999, we already worked 
in all regions of Ukraine. With smaller number 
of base stations, our network proved to be of 
high quality, unlike the competitors’ networks. 
Calculations made thanks to Ericsson proved to 
be more accurate, and the network was more 
reliable». 

«In 2005, we issued eurobonds for the second 
time, attracted 400 million dollars and literally 
«dug» them into earth — everything was intended 
for improvement and expansion of covering. We 
were the sole among mobile operators who was 
not afraid of taking such loans for development, 
but the thing was worth the effort — the Kyivstar 
communication was available even in the 
remotest villages»

InCReASe In 
nUmbeR oF SUbSCRIbeRS

«Year 2001 was critical for Kyivstar —  
we acquired the first million of 
subscribers and became the mobile 

communication leader in Ukraine. If in 
1998–1999 few people believed that we 
would overtake (or even surpass) UMC, 
in 2000–2001 few people doubted it. (…) 
Customers chose us because our services 
proved to be better and more accessible, 
because the customer focus was the main 
objective of the Company — whether the 
subscriber used the prepaid of UAH 30 per 
month or an expensive business bundle»

ForewordAbout report 15 yeArs business technicAl 
upgrAde mAss mArket corporAte 

services costumers workplAce community Achievements
annual report 2012

financial  
report15 yeARS



SeCRetS oF SUCCeSS

«Kyivstar was not in a hurry for 
becoming a leader. It was everyday, 
laborious work, lots of work, and 

the whole team performed it. Our agility 
and proper decisions conforming to 
challenge of time, made us more innovative, 
more required with customer. Per second 
billing, free entry calls within the network 
(three years prior to adoption of the Law 
on cancellation of payment for entry calls) 
and «good ones» like WAP or GSM-banking 
made us more customer-oriented. But 
not limited to this — in our branch offices 
and telephone support services, we have 
always tried to settle the subscriber’s 
problem, to answer his/her questions»

KyIvStAR teAm

«When I am asked about what am I 
proud of — the created Company 
or the selected team, — I have 

no answer to this question. As it’s quite im-
possible to separate one from another. The 
team creates the Kyivstar corporate culture. 
It’s the intangible essence which differs us 
from other operators. This essence has in-
fluence on the brand, making us the today’s 
favourite national operator. Not hardware 
but people make Kyivstar»

IntegRAtIon WIth beeLIne UKRAIne In 2010 

«When clarifying the essence of integration, we had to do as follows: to integrate Kyivstar 
and Beeline Ukraine teams; to integrate the networks; to integrate the subscriber 
bases; to provide subscribers with uniform rates, products and services; to settle the 

matter with retail… We had to do everything in order that customers of both companies would 
not experience change for the worse at the least, and in general, would take no notice of the 
integration process at most».

«As we know, the changes are the best ones if passed unnoticed. And our team may be proud of 
the fact that subscribers of both (Kyivstar and Beeline Ukraine) practically took no notice of this 
global integration process. Everybody had gain from it. The subscribers received new services. 
The shareholders obtained good assets. The State received taxes from the new business entity. 
And Kyivstar acquired a good development resource»

KyIvStAR bRAnd

«T
he idea to entitle the brand same 
as the Company has existed since 
the day of establishment, but 
nevertheless we were worried 

about the fact, how such name would be 
apprehended in other regions of Ukraine. 
Time has shown that our fears were vain. 
Kyivstar has been always apprehended 
as the Ukrainian national operator. 
Probably, this is due to the uniting role 
of Kyiv, because the capital is welcomed 
everywhere, in every region of Ukraine». 

«As to the question about the essence of 
Kyivstar brand, I can answer as follows: 
it is fully represented in our slogan: 
«Thinking of you!» We have paid much 
attention to the quality of our services, 
satisfying the customers’ demands from 
the very beginning»

deveLopment oF neW KIndS  
oF bUSIneSS

«A great advantage of integration lied in the 
development of our business of the fixed 
Internet under FTTB technology — Bee-

line Ukraine made considerable investments in 
the fixed Internet, which base was developed by 
Golden Telecom. Immediately we activated Home 
Internet service on the new turns under Kyiv-
star brand. And only within one year (!) we built 
the national covering of FTTB-network. We made 
the unprecedented offer: every Kyivstar sub-
scriber who connected to our Home Internet and 
recharged account, received bonus to his/her 
mobile phone in the amount of the recharged ac-
count of the fixed Internet. In essence, it was the 
initiation of convergence in services, that rapidly 
assisted to make our offer popular»

15-year 
Kyivstar 
in Lighting 
up the stAR 
business 
novel
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membeR oF gLobAL mARKet

«Vimpelcom became one of the world’s largest 
operators group, and certainly, this opened 
new horizons for us. We can apply the expe-

rience of other companies — in technology, in mar-
keting — though it concerns not only the countries 
with stable economy. We can analyze and compare, 
how and what is developed, where it succeeds or 
fails, and what mechanisms were used in this case»

ReSponSIbILIty to SoCIety

«We have always strived that our ac-
tivity would be useful for soci-
ety, making changes for the bet-

ter. Therefore our programs «Mobile Culture», 
«Child Safety in Internet», «Communicate with 
your children more» have been created. The lat-
ter is very important for me as the busy father of two children». Lots 
of people don’t understand, what forces us to do so. The answer to 
this question is evident for me: Kyivstar must be the successful com-
pany, but must achieve this in the way, being beneficial for society»

dedICAtIon to UKRAIne
«ukraine is a home for us, not just another market, where the 
Company Carries out its aCtivity. we wish that our produCt, our 
work would develop people, would give them more possibilities 
to ImpRove theIR LIveS And the LIveS oF otheRS. jUSt thIS 
understanding is the basis of our work with kyivstar image»

CURRent ChALLengeS

«We strive for obtaining possibility to provide the high-
speed mobile Internet with all might. Currently, it is 
one of my most important tasks. The importance of 

the quality changes coming into life with «intelligent» devices 
can scarcely be overestimated. In about twenty years, the 
whole variety of gadgets would come to the sole device — 
integrator. And this device would become universal, replacing 
the mobile telephone, laptop, pad, player, game device and TV 
set. The development of «Cloud Technologies» starts — the 
whole content and even the software would be preserved on 
the remote servers, without physical transfer to hard disk. In 
essence, today we have no other way, besides the transition to 
multiservice operator»
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KyIvStAR’S 
bUSIneSS In 2012
Kyivstar as a member of VimpelCom Ltd

Investments, revenues, efficiency  

Cooperation with regulatory bodies

Tariff model evolution 

Ukrainian telecommunications market: 
challenges and opportunities for Kyivstar



Kyivstar as a member 
of vimpelCom ltd

P
rivate Joint-Stock Company Kyivstar is a member 
of VimpelCom Ltd as one of the largest integrated 
telecommunication companies in the world headquartered 
in Amsterdam (the Netherlands). VimpelCom is quoted on 
the New York Stock Exchange under VIP ticker. 

Structurally, VimpelCom Ltd consists of the following 5 business 
units teaming up telecommunication operators in 18 countries: 
«Russia», «Europe and North America», «Africa and Asia», «Ukraine», 
«other CIS countries». The names of business units are used within 
the international reporting. Particular importance and success of 
Kyivstar as a member of VimpelCom Ltd are evident, since one 
company has been appointed as a separate business unit «Ukraine» 
proving services under own exclusively Ukrainian brand. 

by the end oF 2012  the nUmbeR 
oF vImpeLCom Ltd SUbSCRIbeRS WoRLdWIde 
AmoUnted to 214 mILLIon. oveR 25 mILLIon 
SUbSCRIbeRS oF KyIvStAR FoRm 
A poWeRFUL pARt oF bUSIneSS CARRIed oUt 
by thIS gLobAL CompAny. 
VimpelCom Ltd applies the decentralized management model — 
delegates authority to national companies, relies on the experience 
of local management teams in making strategic decisions, 
stimulates development of local  brands, differentiates targets in 
each particular market. Thus, Kyivstar remains a national company 
with a great amount of independence from the mother corporation.

VimpelCom provides services of voice communication 
and data transfer based on broad range of traditional and 
broadband in Russia, Italy, Ukraine, Kazakhstan, Uzbekistan, 
Tajikistan,Armenia, Georgia, Kyrgyzstan, Cambodia, Laos, Algeria, 
Bangladesh Pakistan, Burundi, Zimbabwe, Central African 
Republic, and Canada on the territory with over 767 million 
people. In 2012 the revenue of the international group totaled to 
over 23 billion US dollars, EBITDA — 9,8 billion US dollars.

For more details please visit http://www.vimpelcom.com.

kyivstar is among top-5 
oF teLeCommUnICAtIon 
opeRAtoRS In vImpeLCom gRoUp:

of operating 
income

of active 
mobile 
subscribers

of the group employees

for the amount 
of traffic per one 
subscriber (moU)

in top 5 in terms 
of income-expenses 
ratio (ebItdA margin)

7%

12%
№2
10%
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K
yivstar is one of the most «sound» and the most efficient businesses in Ukraine. 
Corporate income in 2012 amounted to UAH 13.4 billion, which is UAH 314 million 
or 2% more than in the previous year. Earnings grew in all segments of Kyivstar 
business: mobile communication proceeds of the Company made up UAH 12.3 bil-
lion, which is 2% more than in 2011. Proceeds from fixed communication services 

grew by 10% and reached UAH 1.06 billion.   

Key factor that influenced the net income growth in 2012 was an increase in the number of 
subscribers and the volumes of consumption. This became possible due to implementa-
tion of new approaches and reduction in service prices for consumers. As of the end of 2012, 
the number of Kyivstar subscribers reached 25.9 million. On the average, each subscriber 
monthly used 493 minutes of voice traffic, which is 6% more than in 2011.

At the same time, average price per minute decreased from 9 kopecks in 2011 to 8 kopecks 
in 2012. This, in its turn, resulted in a 2% reduction in average revenue per user: from UAH 
40.7 to UAH 39.9. 

thus, Consumption of kyivstar serviCes grows 
WhILe peR mInUte CoStS FoR A SUbSCRIbeR deCReASe. 
In fixed communication, broadband data service for mass market is making good headway. 
Here, the number of subscribers increased by 54% for a year and reached UAH 613 thousand, 
while earnings increased by 74% and reached UAH 275 million.      

Operating expenses of the Company for a year came to about UAH 6.9 billion and increased, 
as compared to 2011, by UAH 400 million, which makes 7%. This is due to an increase in cus-
tomer acquisition and customer service costs, as well as the increased high frequency re-
source fee. However, operating income to operating expense ratio (EBIDTA margin) is 51.3%, 
i.e. remains extraordinarily high and bears evidence of a high efficiency of Kyivstar business.

High competitive ability and leadership position of Kyivstar in the market are, to a great ex-
tent, due to the Company’s investment policy consisting in priority financing of high-technol-
ogy equipment acquisition for the purpose of maintaining a high quality of services. In 2012, 
Kyivstar’s capital investments amounted to UAH 1.8 billion, where 68% were made in mobile 
communication, and 17% were made in fixed communication and Internet.

investments, 
revenues, effiCienCy

 2010 2011 2012

 2010 2011 2012

 2010 2011 2012

 2010 2011 2012

39.9

40.7

39.8

137
149 9.2 9.0

8.0126

467
493

430

Key FInAnCIAL And opeRAtIng peRFoRmAnCe 
oF KyIvStAR bUSIneSS

traffic, billion minutes

ARpU, UAH for subscriber per month

moU, minutes for subscriber per month

Appm, UAH cents per minute

Capital investment in 2012, 
UAH million

1251

313

285

68%
mobile com-
munication

17%
fixed com-
munication

15%
other
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I
n 2012 the merge of Ukrainian assets of VimpelCom Ltd. was 
completed. The business processes were finally consolidated 
and optimized, the requirements of the state sector regulators 
were fulfilled; the legal registration of all the integration 
components was carried out. 

With the purpose of making more efficient use of Kyivstar radio 
spectrum as a business unit of VimpelCom ltd and improving the 
quality of mobile services, in early 2012 Kyivstar and Ukrainian 
Radio Systems appealed to the regulator of the industry with the 
statement on reissuance of licenses for frequencies in the range 
of GSM 900/1800. Already in the first half of 2012 the regulator ad-
opted a number of decisions that allowed within a specified range 
to consolidate the full range of frequencies in the management of 
Kyivstar. 

Another accomplishment of the integration processes was the in-
crease of the numbers pool of Kyivstar and receipt of new net-
work code 068. It took place under the control of the state regu-
lator in June 2012 through the reorganization of mobile business 
of «URS» and migration of subscribers serviced by this compa-
ny to the Kyivstar network. Therefore, Kyivstar increased its pool 
of numbers for 10 million numbers and it uses five network codes: 
67, 68, 96, 97, 98. URS subscribers started to be served in the Ky-
ivstar network for the best world samples, to get a wide assort-
ment of advanced telecom services, new promotional offers and 
experienced the advantages of loyalty programs and more.   

In July 2012 all subscribers who previously served by the URS net-
work and had expressed desire to continue obtaining services, mi-
grated to the Kyivstar network. In August 2012 the reorganiza-
tion of Golden Telecom by affiliation of Golden Fayber and TTC was 
completed. Customers of these companies who wished to con-
tinue obtaining services, entered into agreements with JSC Gold-
en Telecom and were transferred into service migrated in this net-
work, such that the range and quality of services for them were 
significantly improved.

In 2012 KyIvStAR eFFeCtIveLy InteRACted 
WIth the AntImonopoLy CommIttee oF 
UKRAIne to eStAbLISh eConomICALLy 
jUStIFIed tARIFFS FoR mobILe SeRvICeS 
And InteRnAtIonAL RoAmIng. 
As a result of productive cooperation, a complete understanding 
of the AMC was reached regarding the implementation of its rec-
ommendations. This cooperation continues today. Issues raised by 
AMC specialists allow Kyivstar to take a fresh look at various as-
pects of tariff policy, customer experience and the development of 
economic competition in the domestic telecom market. 

In 2012 another stage of formation of industry regulation was 
completed — in the field of telecommunications of Ukraine. The 
newly formed Commission for the State Regulation of Communi-
cations and Informatization (CSRCI) began active legislative work.  
The industry-specific legislation received a number of new regula-
tions. We should also note the new Regulations for providing tele-
communication services approved in April 2012 by the relevant ex-
ecutive order. Kyivstar representatives took an active part in the 
development of this document by making initiatives for many as-
pects of interaction with subscribers that had not previously been 

resolved. Implementation of Regulations in the Company was held 
quickly and efficiently. The successful conduction of scheduled in-
spections of the Kyivstar by CSRCI just one month after the entry 
into force of new Regulations confirmed that Kyivstar had com-
pletely fulfilled all of the terms and requirements.

KyIvStAR hAS InCReASed ItS 
nUmbeR ReSoURCe FoR 10 mILLIon 
nUmbeRS And USeS FIve netWoRK 
Codes: 67, 68, 96, 97, 98

Cooperation with regulatory bodies
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K
yivstar offers its services in the form of bundles. The Company in-
troduced such practice for the first time in 2010 and developed it sig-
nificantly in 2012. Bundle offers present a progressive and advanta-
geous price pattern that is the base for establishment of tariff plans 
and tariffs for services provided in Ukraine and worldwide. The bun-

dle tariff plans compose of the pre-established considerable scope (bundle) of 
services provided at the cost of subscription fee (daily or monthly one). Such of-
fers are advantageous for subscribers allowing to save and highly predict his/
her monthly subscriber bill. An average cost of one unit of service — minutes, 
SMS, megabytes, etc. — within bundle offers is considerably lower than within 
out-of-bundle (basic) tariffs.

the bUndLe tARIFF modeL IS A nAtURAL 
ContInUAtIon oF the KyIvStAR tARIFF evoLUtIon  
And CondItIoned by the mARKet ChAngeS. 
Since the foundation of the Company till 2005 Kyivstar practiced tariff plans with 
charging of each unit of service: 1 minute, 1 SMS, 1 MMS, 1 Мb, 1 ringtone, etc. 
Such simple model responded to a low level of consumption of services at the 
stage of development of mobile communication in Ukraine until the beginning of 
the smartphone epoch. 

In 2006 through 2010 Kyivstar services were sold using a transitional model —  
depending on the amount of preliminary replenishment (25 UAH, 30 UAH, 40 UAH, 
etc.), and each bundle included certain quantity of service units for the amount 
prepaid.

Lastly, in 2010 that model developed into complete bundles of services provid-
ed for a fixed rate (daily, weekly, and monthly rates). Such bundle offers are cus-
tomized for different users’ needs. Having prepaid a certain quantity of minutes, a 
subscriber uses them without payment for each particular unit of service. In 2012 
Kyivstar introduced the first mixed bundle tariffs with subscription fee including 
daily quantity of voice calls, mobile Internet, access to digital content. Kyivstar 
expands the list of services accessible to subscribers within the bundles and of-
fers bundles for different life styles taking into account even regional specific fea-
tures inside the country. 

tariff model evolution

hoW pACKAge tARIFF pAtteRn hAS been ChAnged

tILL 2005
cost of one unit 
of service 

2006 - 2010
services bundles based 
on the preliminary 
replenishment

2010 - 2012
services bundles 
for a fixed rate

SInCe 2012
mixed 
bundle tariffs
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U
krainian telecommunications market develops 
according to the same laws as the world, but at the 
same time has significant differences from it and is 
characterized by low price of telecommunications 
services (subscriber’s expenses are about $ 5 per 

month at average world level of $ 29) and by huge amounts of the 
use of mobile communications (more than 450 minutes per month 
with the worldwide average level — 200 minutes). 

Like in the rest of the world, in Ukraine the «era of voice 
communications» (end of 90’s — early 2000’s) and the «era of 
mobile communications» (mid 2000’s) were replaced by the «era 
of mobile data» (end of 2000s — early 2010’s), which displaces 
phones in behalf of smartphones, that are used no longer just for 
the contact between people, but first of all for viewing, receiving 
and sharing videos, music, games, texts and another digital 
information in all its various forms. The smartphone has become 
the device for the Internet access for data download and their 
sharing in social network. But in the early 2010’s advanced markets 
entered a new phase — the «cloud’s era» that determines the 
development of the global telecommunications industry over the 
next 5 years and opens new opportunities for telecom companies 
and at the same time requires technological changes from them. 

However, today Ukrainian telecommunications market significantly 
lags behind the world’s major trends in view of technologies. 
Ukrainian mobile operators still do not have access to the 
licenses to use 3G/LTE. Another feature of Ukrainian market is 
the rapid growth of financial burden on telecom operators and 
overregulation of the state. Thus, the amount of payment for the 
use of radio frequencies for the last 4 years has increased by 500% 
and the regulatory framework enables simultaneous control of two 
state agencies: AMC and CSRCI. 

Therefore market for mobile voice communication found itself in 
a state of complete saturation. In the absence of access to new 
technologies and the growth of additional costs was intensified 
the need for new models of prices. In 2012 Kyivstar reacted to 
these challenges by implementation of bundle offers for mobile 
subscribers and went by way of the development of Internet, 
mobile and fixed (FTTB), and the introduction of new products of 
digital content and multimedia.  

uKrainian teleCommuniCations marKet: 
Challenges and opportunities for Kyivstar
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UpgRAde  
oF teChnICAL 
InFRAStRUCtURe
Installation of new-generation equipment

Solutions for quality of communications

Energy efficiency improvement technologies



installation of new-generation equipment 

I
n 2012, Kyivstar launched a new project to upgrade its technical in-
frastructure. This strategically important breakthrough initiative 
will determine the Company system development policy for ma-
ny years ahead. Under the project, the Company installed and com-
missioned modern and unique for Ukraine commutation units 

designed based on Blade Systems/ ATCA-MSS technology. These com-
mutation units will serve as a core of the Company systems being ca-
pable of supporting different mobile communication standards varying 
from 2G to LTE. As thing now stand, the Company operates 9 com-
mutation units of that type. At the same period of time, the Company 
launched a project of gradual replacement of its network base stations 
by new-generation models and conversion of the base station equip-
ment to IP-transmission. The system conversion to the more efficient 
IP architecture enabled the Company both to improve the service quali-
ty on the whole and the relevant branch system operations in particular, 
whilst the mobile Internet service rate has grown by 10% on average.

For the year of 2012, the Company completed the project to inte-
grate its technical infrastructure with the Ukrainian Radio Systems 
Company operations. A particularly important event in the process 
of the both companies’ Kyivstar and the Ukrainian Radio Systems 
integration was their radio frequency consolidation. Now the avail-
able radio frequency band in operation of the integrated compa-
ny comes to 2,400 MHz, and this is a very important achievement 
in the context of the modern broadband mobile data transmission 
technologies coming to the forefront of the service.

Therefore, it may be noted that the year of 2012 was a break-
through period for the Kyivstar engineering services in terms of the 
valuable experience they obtained, as the Company staff has mas-
tered the operations, maintenance and application software of the 
newly installed equipment and acquired necessary knowledge and 
skills to operate the 3G/LTE-technology-based systems. On the 
whole, the project experience of 2012 demonstrated that the Kyiv-
star staff is well prepared for implementation of the 3G/LTE-tech-
nology-based systems as the relevant service infrastructure is be-
ing put in place, the required frequency bands are owned and the 

valuable practical experience has been obtained. As soon as the 
relevant regulatory bodies give a green light for the new technol-
ogy implementation, Kyivstar subscribers will almost immediately 
be given the opportunity to benefit from the service upgrade.

on the whole, the Company reported  
to InveSt In the SyStem UpgRAde  
And eqUIpment RepLACement pRojeCtS  
AS mUCh AS UAh 1.8 bILLIon FoR 2012.

for the year of 2012, the Company 
CompLeted the pRojeCt to IntegRAte 
ItS teChnICAL InFRAStRUCtURe WIth 
the UKRAInIAn RAdIo SyStemS CompAny 
opeRAtIonS 
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solutions for quality of CommuniCations

T
raditionally, Kyivstar’s attention is focused on the quality of connection for 
its customers. Thus, in 2012, Kyivstar transferred substantially all of its 
FTTB network serving clients of Home Internet, to IPoE technology. This im-
proved customer experience, simplifying the use of the Internet. 

In the segment of mobile communications,  additional 14,000 transmitters were 
installed to improve the quality of voice traffic. Due to the transfer of base sta-
tions to IP transmission, network throughput increased by an average of 10%, 
which has a positive impact on the quality of mobile Internet services. 

Overall, in 2012 the technical directorate implemented dozens of projects aimed 
at improving the quality of services. For example, automatic quality control sys-
tems were expanded to ensure continuous monitoring of the level of service in 
Kyivstar’s mobile networks under 16 parameters (ANTS system). A similar sys-
tem (GRA) was introduced for international roaming services; a system for moni-
toring service availability was designed and implemented of Home Internet. 

In 2012, Kyivstar network perfectly withstood the test of extreme natural condi-
tions, and showed high quality during the European Football Championship: net-
work deploy was dedicated specially to this event. All the stadiums that hosted 
matches of the championship were equipped with additional base stations and 
special DAS system (Distributed Antenna System). During the first half of 2012 a 
program to improve the quality of mobile services in hotels and business centers 
was implemented.

SeRvICeS pRovIded by KyIvStAR netWoRK 
In 2012 ARe pRemIUm In teRmS oF qUALIty. 
thIS ImpLIeS hIgh StAbILIty oF ConneCtIon 
ChARACteRIzed by LoW dISConneCtIon 
RAte: AppRoxImAteLy 1 dISConneCtIon 
peR 328 mInUteS oF tALK tIme. 

The probability of disconnections in Kyivstar network is just 0.6%, while the 
industry standard is 5%. Voice quality is excellent as well: more than 96% of 
connections have high quality of voice transmission. Average data transfer 
speed using the EDGE technology is more than 130 kbit/s.

KyIvStAR’S teChnICAL 
netWoRK In 2012

billion 
calls

million 
sms

of 
data 
traffic

probability of disconnection

of successful connections

89.7
19.7 
6905 TБ

98.5% 

0.64% 

«kyivstar’s network is one of 25 
WoRLd’S beSt netWoRKS deveLoped 
using eriCsson equipment»

Maria Gacansson 
Vice President,  

NECA Region Commerce, Ericsson АВ
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energy effiCienCy improvement teChnologies

F
or the year of 2012, Kyivstar implemented a few unique solutions 
designed to improve the energy efficiency standards in the Com-
pany. These solutions are of high importance for any high-tech-
nology business sensitive to the natural environment protection. 
With this purpose in mind, the Technical Directorate team ex-

perts have developed and implemented the unique Intelligent Cell Shut-
down software that gives the means to reduce the power demand by the 
base stations serving mobile communication systems. The relevant moni-
toring units permanently assess the loads on the base stations across the 
daytime and, as soon as the load goes down, correspondingly cut down the 
power supply in an automatic mode. According to estimations of Kyivstar 
experts, expected cost savings due to the implementation of this project on 
the whole network are about $ 500,000 per year.

The modern voice commutation units based on the MSC Server Blade Clus-
ter technology that were installed in the Kyivstar systems for the year of 
2012 are very energy efficient units too as the power demand is reported to 
drop by up to 70% per unit. It was not long ago that the commutation units 
to serve calls of 10 million subscribers were deployed in large rooms hav-
ing a floor space of several dozen square meters, whilst the new commu-
nication units are placed in the cabinets that take only one square meter.

the neW bASe StAtIonS beIng InStALLed UndeR 
the teChnICAL UpgRAde pRojeCt heLp CUt 
doWn the poWeR demAnd oF the ReLevAnt 
FACILIty on the WhoLe by 24% on AveRAge. 
New free cooling systems that cool the service equipment by airflow give 
additional 9% per year on average in energy savings for the system on the 
whole. As reported by the Kyivstar analysts, as soon as all the new equip-
ment under the upgrade Project is installed, the annual energy savings are 
forecast to total 18 million kWh, and the CO2 emissions in the ambient air 
will be cut down by as much as 14 million kg that is the same as the car-
bon dioxide consumption by 70 thousand adult trees per year.

SAFe eneRgy SoLUtIonS KyIvStAR

3.7 
thousand 

apartments

6.2 thousand 
apartments

equipment replacement on base stations Installation of air-cooling equipment

Saving of enough 
electric energy 

for heat-assistance



SeRvICeS 
FoR mASS mARKet
Mobile communication

Home Internet Service



priCe reduCtion  
and new bundle tariffs 

I
n spite of high index of penetration of mobile communication in 
Ukraine (126%), Kyivstar keeps enlarging its mobile subscriber 
base. As of December 2012, 25,96 million subscribers used 
Kyivstar mobile communication, that is 5% more than in 
2011. Kyivstar enlarged its subscriber base for 1,183 million 

in one year. The best results of increase in the number of new 
subscribers were fixed in the IV quarter of 2012 — over 700 
thousand subscribers.

the large-sCale implementation of new 
bUndLe pRICIng pAtteRn In 2012 WAS 
Among otheR FACtoRS thAt pLAyed An 
ACtIve pARt In InCReASe oF SUbSCRIbeRS. 
There were new lines of tariff packages introduced for the prepaid 
communication subscribers, which offered 70-100 minutes a day 
for calls to Kyivstar phone numbers with a daily subscription fee 
of 0.35 UAH to 1 UAH.  For youth, there were «mixed» bundle tariff 
plans with subscription fee included voice minutes, mobile Internet, 
and access to information and entertainment content by Kvartal-95 
Studio. In addition, the new line of tariff plans was developed with 
due regard to the profile of use of services in different regions 
of Ukraine and in places where the subscriber community was 
smaller; the possibility to call to subscriber numbers of other 
networks according to a special reduced tariff was an additional 
advantage. 

In consequence of introduction of the «bundle» pattern the 
quantity of minutes used by a customer (MoU) was increased 
by 6% amounting to 493 minutes, and use of mobile Internet 

services increased by 28%, whereas ARPU (average revenue per 
subscriber) decreased by 2% amounting to 39.9 UAH a month, 
and an average cost of minute decreased by 7% amounting  to 
0.08 UAH. Thus, the subscribers became to use bundle tariffs 
and bundle services more often, which allowed them to increase 
the use of services with fewer expenses.

mobile CommuniCation
three of four subscribers use package proposals

as of deCember 2012, 25,96 mln 
SUbSCRIbeRS USed KyIvStAR 
mobile CommuniCation, 
thAt IS 5% moRe thAn In 2011

25%

75%

bundle offers

archive tariffs
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mobile CommuniCation
leadership in mobile internet

D
ue to the fact that Kyivstar had made significant efforts to develop 
mobile Internet, more than 11 million customers enjoyed this service 
in 2012, i.e. approximately 43% of the total subscriber base. Accord-
ing to E&C Соnsulting analysts, this is the largest online community 
of one telecom operator in the Ukrainian market. 

ConSUmptIon oF mobILe dAtA tRAFFIC 
In KyIvStAR netWoRK InCReASed  
by 54%  in 2012 — to 5750 tb. 
Increased consumption of mobile Internet services is due to changes in con-
sumption patterns — from fees on megabyte basis to «bundle» subscrip-
tion. Kyivstar was first in the domestic market to offer unlimited access to 
mobile internet for 1 UAH per day — «Internet without Limits». In 2012, «In-
ternet without Limits» has more than 1 mn users. The line of bundle offers 
was revised for mass market: the traffic volume received by customers for a 
monthly subscription fee was doubled. Besides, Kyivstar began to implement 
«mixed» tariff plans, where for a daily subscription fee of 0.35 UAH clients re-
ceive both voice minutes and megabytes of traffic without charging units of 
service. 

InCReASIng demAnd FoR mobILe InteRnet 
IS ALSo pRomoted by gRoWIng nUmbeRS 
oF SmARtphoneS In KyIvStAR netWoRK. 
To support this trend, in July 2012 Kyivstar launched promo-events with deal-
er trade networks, under which customers who purchased smartphones 
from a network partner received 90 days of Kyivstar mobile Internet with no 
monthly fee and no traffic fee, paying only 1 UAH for the service activation.

In response to the rapid expansion of tablet users, Kyivstar introduced an inno-
vative «Internet SIM-pair» service, which allows for simultaneous use of mobile 
phones and Internet access devices with a single subscriber number and account.

mobILe InteRnet deveLopment IndICAtoRS

number of users, million

2011 2012

11.08 11.18
traffic volume, Tb

2011 2012

5750

3737
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popularity of smartphones

U
kraine as well as the other countries is experiencing 
«the Smartphone Revolution» that has had the great-
er effect on Kyivstar. The number of smartphones with-
in Kyivstar network increased by a factor of 1.8 and 
amounted to 3, 173,000 units at the year end. Thus, 

by  the end of 2012, it was 12% of the subscribers who used the 
smartphones.

as of the end of 2012, one third of all 
the SmARtphoneS WIthIn KyIvStAR 
netWoRK ran on android, and about 
10% oF the SmARtphoneS RAn on IoS 
(apple iphones). 
The marked trend was the rapid increase in the number of smart-
phones running on the said OS within the year and decrease in the 
number of those running on the other OS especially Symbian.

The reason for rapid replacement of ordinary mobile phones by 
smartphones is a considerable decrease in price as well as the 
development of digital and multimedia content which is more easy 
to receive and view with smartphones, that in turn opens up new 
opportunities for increase in use of the Internet services, such as 
Internet browsing, e-mailing, chatting, Yandex corks, download-
ing, listening of music, and even viewing of high quality video. For 
Kyivstar subscribers, the capability of using mobile applications, 
digital and multimedia content provides additional advantages. So, 
Kyivstar offers its subscribers the localized content available on 
its brand portals, which one may use without payment for the mo-
bile Internet traffic.

1.9
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2.5
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3.3Increase of the number 
of smartphones in 2012, million

Increase of the number of smartphones 
on Android and ioS operating platforms 
in kyivstar network in 2012, million

Smartphones within Kyivstar net-
work depending on the operating 
platform, % as of the end of 2012
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digital Content and multimedia serviCes

R
apid growth of the numbers of smartphones for the last few years has given a 
boost to the digital content service development projects. The year of 2012 marks 
a breakthrough on the local digital service market with a great hike in innovations. 
Kyivstar has successfully implemented its strategy designed to develop its own 
application software products and additional services for mobile phones. Therefore, 

the Company has succeeded in implementation of the video- and audio-content providing 
services and online libraries with a «magazine» of the relevant application software tools 
known as App Club toolkit.

It WAS ALSo In the yeAR oF 2012 thAt KyIvStAR LAUnChed 
its «intelligent Content magazine», A UnIqUe pRodUCt 
FoR the teLeCommUnICAtIon mARKet oF the CIS 
eConomies, designed as an online library that offers 
nUmeRoUS booKS In UKRAInIAn And RUSSIAn LAngUAgeS. 
In addition, the Company offered a new «Video Subscription» service that provides access to 
a great collection of entertainment videos; moreover, a brand new «Mobile Health» service 
in under development at the moment.

It should be also noted that in 2012 Kyivstar decisively opted for the new advanced tariff-
setting model for the digital content known as «subscription» that adjusts the tariff to the 
actual demand for the service. The model sets a fixed payment for the digital content of the 
subscription, and within this payment the subscriber is provided with unlimited services.

The multimedia service content has been on the equally rapid rise both in the quantitative 
and monetary terms. The subscription for the «Musical subscription» service, for instance, 
was reported to increase by 27% for 2012, whilst revenues from the «Di-Jingle» service 
have grown by 20% for the same period.

The mobile content service development process is further facilitated by direct cooperation 
of Kyivstar with the legal content holders. As things now stand, the digital content to 
Kyivstar is provided by more than 50 legal title holders and publishers including the globally 
known leading brands like Universal Group, Sony, EMI, Warner Bros and the leading game 
publishers including Gameloft, Electronic Arts and Glu.

the mULtImedIA 
SeRvICe Content hAS 
been on the eqUALLy 
RApId RISe both In 
the qUAntItAtIve And 
monetARy teRmS

mobile CommuniCation downloads of the digital music 
contents, million treks

2011 2012

15.7
18.5

revenues from the «di-jingle» service, 
million UAH

2011 2012

184
220

number of «music Subscription» 
service users, thousand subscribers

2011 2012

470
600

revenues from multimedia content, 
million UAH

2011 2012

272
334

number of the digital content users, 
million subscribers

2011 2012

7.3 7.7
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mobile CommuniCation
getting to Know uKraine

«G
etting To Know Ukraine» project that took place in 
August — October 2012 was the bottom line of Ky-
ivstar’s 2011 initiative «Sharing Love To Ukraine», 
where everybody could publish photos of the coun-
try’s favorite places on the website   

iloveukraine.com.ua. This idea was inspired by the findings of a 
study conducted GfK Ukraine, in which the proportion of Ukrai-

nians confident of their knowledge about the history, culture and 
achievements of Ukraine was only 16%; the proportion defining 
their knowledge as superficial was 60%, while 19% believed that 
they have poor knowledge of their country.

During three months, participants of the initiative «Getting To 
Know Ukraine» answered questions concerning the history, ge-
ography and culture of Ukraine. All questions were developed by 
an expert council consisting of scientists of the Ukrainian Slavonic 

University. The participants answered questions via SMS, and the 
result depended solely on their knowledge.

overall, more than 500 thousand 
KyIvStAR SUbSCRIbeRS FRom ALL oveR 
UKRAIne tooK pARt In the pRojeCt 
«getting to know ukraine».
 They responded to 4 million questions, with 75% of correct an-
swers. Those who gave correct answers to most questions during 
the day and week got prizes. Within three months of the project  
89 Ukrainians became experts are the best of the day and got  
20 thousand UAH, 13 of them are experts in the week and received 
80 thousand UAH each. The major expert on Ukraine, who received 
1 million UAH, was a Kyivstar subscriber from Kamenetz-Podolsk. 
Within 30 minutes he answered 100 questions, which became the 
most prominent result of all tests. According to the winner, he 
spent his prize for recreation, travel and further education.
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aCCessibility of international 
roaming

I
n 2012 Kyivstar implemented a profound work in optimization of contrac-
tual terms with partners in international roaming. Thus it became pos-
sible to cut cost of using roaming services within the territory of Russia 
and European countries. The most innovative promotion has become  
«50 Kopecks in Russia», thanks to which the Kyivstar subscribers were 

able to make phone calls from Russia to Ukraine at unprecedented low  
tariff — only 50 kopecks per minute.

In December 2012 Kyivstar subscribers were first to get the opportunity to 
connect a roaming service SuperVisa, which is a new proposal from the 
VimpelCom Ltd. SuperVisa service allows subscribers of global telecom 
group to communicate in roaming at internal tariffs. Special lowered roam-
ing tariffs are applicable in the territory of 8 countries of Europe and Asia. 
This is the first global roaming project, through which Kyivstar subscribers 
could feel themselves just like home in Russia, Armenia, Georgia, Kazakh-
stan, Kyrgyzstan, Tajikistan, Uzbekistan, and Italy. This is because the min-
ute of outgoing or incoming call in international roaming in these countries 
costs only 80 kopecks.

In the SeCond hALF oF 2012 the «extra money» 
SeRvICe beCAme AvAILAbLe FoR CUStomeRS In 
InteRnAtIonAL RoAmIng. 
From now on, if the subscriber being abroad has a zero on the main account, 
he/she can order 20 bonuses and continue the communication.

Price cutting in the international roaming and implementation of the series 
of convenient services had an impact on duration of calls abroad. Thus,  
Kyivstar subscribers in the territory of Russia carried out by 88% more calls 
than in 2011, and the duration of those calls increased by 178%. Overall, in 
2012 the use of the international roaming (in minutes) increased by 48%.

mobile CommuniCation
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reCord growth in subsCriptions

F
or the year of 2012, Kyivstar reported record-breaking growth sta-
tistics for new clients subscription in the Home Internet service 
segment that marked a 50% growth to the year of 2011 and totaled 
as many as 629 thousand household subscriptions. As reported by 
E&C Analytical Company, Kyivstar connected more new clients for 

the year than any other Internet provider in Ukraine!

Furthermore, for 2012 Kyivstar reported growth of revenues from the Home In-
ternet service segment by 74% to total UAH 275 million, and this positive devel-
opment made the Company the second largest player on the local market by 
the subscribers’ headcount and the total revenues generated by the service.

In 2012, striving to improve the service provided to the clients, the Company 
launched a service upgrade project to replace the existing VPN-protocol-based 
urban fiber-optic service lines by more sophisticated IPoE-technology-based 
lines. This development is designed to simplify the Internet service installation 
and adjustment for the customers and give them user-friendly means for flexi-
ble connection of any Internet-using home equipment to the home network.

As things now stand, the broadband Internet service systems of  Kyivstar 
are installed in 138 cities of the country, and the total length of the lines is 
estimated at around 10 thousand km. 

the fiber-optiC serviCe lines operated 
by KyIvStAR ARe RepoRted to SeRve moRe 
thAn 47 thoUSAnd ApARtment bLoCKS WIth 
the nUmbeR oF the hoUSehoLd CLIentS 
RepoRted At Above 5 mILLIon. 
The urban Internet service systems are designed based on FTTB techno- 
logy (that is an indoor optic cable communication system) and their lines 
are designed to provide service access at the rates coming to 100 Mbit per 
second.

Revenues generated by the 
home Internet service segment 
as reported by Kyivstar for the 
last years, UAH million

Subscriber service statistics reported by the top 
five broadband internet service market operators 
for the year of 2012, in thousand subscribers by the end 
of the quarter under report 

Source: E&C Analytical Company Group  
www.encint.com: Ratings of the Fixed 
Broadband Internet Service Providers 
by the subscribers’ headcounts

2011 20122010
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home internet
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unique internet plans 

I n 2012, Kyivstar developed new unlimited tariffs for its 
Home Internet users with doubled access speed: «Basic», 
«Convenient», «Quick» and «Free». Subscribes using Home 

Internet receive bonuses equal to the subscriber fee paid under 
tariff bundles. The bonus program has existed since 2011 and is 
a unique offer in the Ukrainian market. In 2012, it became even 
easier to use these bonuses, due to a possibility to check the 
balance of a bonus account through a subscriber’s mobile phone 

number using USSD-requests. Also, subscribers are now able to 
use bonuses to order services that increase Internet speed.

In 2012, Kyivstar offered its users a number of new free produces 
included in the tariff. This is the «Family Safety Center» service 
that enables quick and easy download and installation of 
Microsoft software bundle to protect the computer. A new tariff 
line «Internet + Video» has been launched. Users of these tariffs 
have unlimited access to a video portal with licensed movies. Also, 
customers were offered an opportunity to increase the access 
speed at convenient time of the day. These are «Turbo Week Day» 
and «Turbo Week Night» services that allow enhancing the access 
speed up to 100 Mbit/s. The service is valid within seven days 
after connection. The service is also available through bonuses 
collected by subscribers.

ALL USeRS oF the neW tARIFFS CAn enjoy 
an innovative serviCe «test drive». 
thRoUgh It eACh SUbSCRIbeR mAy teSt 
FRee And UnLImIted InteRnet At A Speed 
Up to 100 mbIt/S WIthIn thRee dAyS.
These additional services make the use of fixed Home Internet 
comfortable and flexible, enable to expand one’s opportunities 
in the Internet, independently plan activities in World Wide Web 
based on one’s own needs, and to save on communication 
services without compromising its speed.

home internet serviCe

in 2012, kyivstar offered 
ItS USeRS A nUmbeR oF neW FRee 
pRodUCeS InCLUded In the tARIFF
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CoRpoRAte 
SeRvICeS
Corporate solutions

Inter-operator business



I
n 2012, the line of Kyivstar’s operations with corporate customers 
under «Kyivstar Business» brand was characterized by significant 
increase in the number of subscribers, a sharp increase in the 
number of connected business centers and growing demand for 
converged solutions offered by Kyivstar to its customers.

During 2012 in the segment of large enterprises the number of 
mobile connection users increased by 7.4% and reached 951,000 
subscribers, fixed — 6.9% (71,000 subscribers); Internet services 
and data transfer — by 13.2% (8.3 thousand).

Compared to 2011, in 2012 
the nUmbeR oF KyIvStAR’S SmALL 
And medIUm CoRpoRAte SUbSCRIbeRS 
InCReASed by 61.5%. 
This was facilitated by the introduction of innovative models of 
mobile services use. This includes, in particular, the Wholesale 
Bundle service that enables ordering a certain amount of SMS-
messages, minutes and Internet per group of users, thus saving 
time and money. These are also service plans that include 
unlimited calls to subscribers of Kyivstar, Beeline and Golden 
Telecom; unrated minutes for calls to other networks; megabytes 
when using mobile Internet; number of useful free extras and 
services. At the end of 2012, these tariff plans were chosen by 40% 
of contract customers — small and medium-sized businesses.

the 2012 also beCame for «kyivstar 
business» A yeAR oF InFRAStRUCtURe 
deveLopment FoR bUSIneSS CenteRS. 
During 2012, using the principle of proactive construction, i.e. 
infrastructure investment, even before the prospective customers 

showed demand for fixed communications, 34 business centers 
were connected to the Company’s network.

It is worth noting that 30% of Kyivstar’s corporate subscribers 
use complex solutions, which means combining many types of 
communication services in one telecom solution. Thus, Kyivstar 
implements a multiservice approach to its customers, providing 
them with mobile communications, mobile Internet, monitoring 
of moving objects, high-speed Internet, office telephony services, 
data center and contact center services, corporate data network, 
M2M, etc. at a time.

Due to the unique capabilities of Kyivstar, corporate clients have 
a number of advantages for their business: continuity of business 
processes, customer satisfaction, effective teamwork, expertise 
and customized solutions of business challenges.

dUe to the UnIqUe CApAbILItIeS oF 
kyivstar, Corporate Clients have 
A nUmbeR oF AdvAntAgeS FoR theIR 
bUSIneSS: ContInUIty oF bUSIneSS 
proCesses, Customer satisfaCtion, 
effeCtive teamwork, expertise 
And CUStomIzed SoLUtIonS 
oF bUSIneSS ChALLengeS

nUmbeR oF SUbSCRIbeRS 
In the LARge CoRpoRAte Segment 
by the end oF 2012 And theIR RAte 
oF gRoWth CompARed to 2011:

mobile communications, thousand

2011 2012

880.8 951.2

g7.4% 

g6.9% 

g13.2% 

fixed telephony, thousand

2011 2012

66.1
71.1

internet and data transfer, thousand

2011 2012

7.2
8.3

Corporate solutions
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P
ersistent investments in the own fiber-optic system development projects 
and long-term experience working on the inter-operator service market 
provided a basis for success of Kyivstar in the national and international 
voice- and internet traffic exchange service segment.

The cross-operators’ business of the Company for 2012 accounts for about 
20% of the gross revenues of the Company reported for 2012. 

the inter-operator business of the Company 
FoR 2012 ACCoUntS FoR AboUt 20% oF the gRoSS 
RevenUeS oF the CompAny RepoRted FoR 2012.  
It should be noted that the revenues generated by the inter-operator business for 
2012 marked a growth by 8% to that for 2011 having increased in absolute figures 
from UAH 2,113 billion to UAH 2,289 billion. That means that the inter-operator 
business is one of the top priority business sectors for Kyivstar.

The fiber-optic traffic systems operated by Kyivstar are connected directly through the 
relevant trans-border cable joints with the ground systems of telecom operators based 
in Russia, Hungary, Belarus, Moldova, Slovakia, Poland and Romania. Direct internet-
traffic exchange service is secured through the relevant access points for the Compa-
ny in the telecommunication centers of Ancotel GmbH (Frankfurt), DATAPLEX (Buda-
pest) and LIM (Warsaw). For the years of successful operations, the Company proved to 
be an important link of traffic exchange between Europe and Asia and a reliable partner 
for Ukrainians in their communication with other countries around the world. Interna-
tional voice traffic in the Kyivstar system, for example, was reported to total 433.6 mil-
lion minutes for 2012 and marked an 18 times growth for the last 9 years.

For the year of 2012, Kyivstar, striving to meet the growing demand of its clients for 
digital data exchange service, expanded the capacity of external Internet connection 
service by four times.

The fiber-optic system operated by Kyivstar reports 44,306 km of communication 
lines in its service, including 21.5 thousand km of backbone lines; 9 trans-border 
joints, 40 international interconnects and 100 national interconnects. Total capacity  
of the external Internet channels of the Kyivstar operations was reported to come  
to 330 Gbps in 2012.

the fiber-optiC traffiC 
SyStemS opeRAted by KyIvStAR 
ARe ConneCted dIReCtLy 
through the relevant trans-
boRdeR CAbLe joIntS WIth the 
gRoUnd SyStemS oF teLeCom 
operators based in russia, 
hungary, belarus, moldova, 
slovakia, poland and romania

international voice traffic service 
by kyivstar, in million minutes

2003 2007 2012

23.6

253.2
433.6

inter-operator business 

RUSSIA

RUSSIA
poLAnd

RomAnIA
hUngARy

SLovAKIA

moLdovA

beLARUS

Constructed 
fiber-optic lines
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CUStomeR SeRvICeS 
Customers enjoy Kyivstar’s services 

Kyivstar Call Center is one of the best in Europe

New service channels — online chat

Social media



T
he Kyivstar service quality showed the growth by ma-
ny indices in 2012. That was proved by the external social 
researches and internal monitoring carried out within the 
People’s Quality Rates program. 

KyIvStAR SUbSCRIbeRS pARtICIpAted In 
the SURvey RAted the SeRvICe qUALIty 
In the CompAny WIth 4.63 poIntS oUt 
oF A poSSIbLe 5 poIntS. 

That was the highest subscribers’ rate in the Company’s his-
tory. According to GfK Ukraine, in 2012 the satisfaction index 
among Kyivstar private customers of mobile communications 
was 4.49 on 5-point scale, and the satisfaction index among 
business customers was 4.60. Those points exceeded an av-
erage annual index. 

In 2012 shorter waiting time improved subscribers’ rate of 
call center services. If in 2011 there were 19% of subscribers 
waiting for the operator’s answer for over 20 seconds, in 2012 
such subscribers made only 15%. Among the subscribers us-
ing Kyivstar Internet, the part of those who waited for the op-
erator’s answer for over 20 seconds was somewhat bigger, 
but it also trended towards decrease from 38% in 2011 to 32% 
in 2012. 

The dynamics of subscribers’ satisfaction is the key factor for 
the Kyivstar management to rate its services. Commitment to 
meet subscribers’ needs in high quality telephone communi-
cation and now in the Internet was the major propriety of the 
Company through 15 years of carrying out its activity on the 
market, and this priority will be constant in future.

Satisfaction level of Kyivstar services 
according to people’s Assessment

prepaid subscribers

2011

2011

2012

2012

4.5

4.5

4.6

4.6

Contract subscribers

2011 2012

4.5
4.6

if in 2011 it was 19% of mobile 
CommUnICAtIonS CUStomeRS WAItIng FoR 
the operator’s answer for over 20 seConds, 
In 2012 SUCh CUStomeRS WeRe onLy 15%

SAtISFACtIon LeveL oF pRIvAte 
CUStomeRS AS to the qUALIty 
oF SeRvICe At the KyIvStAR 
CALL CenteR (on 5-point scale)

Customers enjoy Kyivstar’s  serviCes
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H
igh quality of services provided by the Kyivstar call cen-
ter is proved not only by its customers but also by the 
market professionals. Kyivstar call center won 5 gold 
international awards at the international contests in 
2009 through 2012.

In June 2012, Kyivstar became runner-up of the Top Ranking Per-
formers in the Contact Center World Awards (London, Great Brit-
ain) as the Best Large Corporate Contact Center among European, 
Middle East and African contact centers. 

In February 2012, the Call Center became a winner of the inter-
national contest CCG Call Center Awards–2012 «Crystal Head-
set» (Moscow, Russia) just in two nominations: «The Best Large 
CIS Call Center» and «The Best Strategy for Improving/Moderniza-
tion Program». Kyivstar has participated in the international con-
test CCG Call Center Awards «Crystal Headset» for three succes-
sive years and become a winner in different nominations every 
time. This contest is the most prestigious in the CIS in the area of 
contact centers, it was founded by the Call Center Guru profes-
sional community. In 2012, 223 applications from 7 countries were 
submitted, and more than 100 countries took part in the nomina-
tions. For ratings, the jury assessed call centers taking into ac-
count the following factors: effective human resources manage-
ment process, comfort ecosystem, positive effect of a call center 
on a company as a whole, and clear understanding of its role in 
business, etc. One more achievement we are proud of is success of those who 

embarked upon a career at the call center. Everything necessary 
for study, work and rest is provided there. Today, the call center 
«graduates» work at Kyivstar as directors, heads of departments, 
managers in different areas. In 2012, it was Kyiv Call Center where 
57 specialists obtained new assignments and promotions. Ky-
ivstar call center regularly provides training for youth without a 
work experience who wish to start their professional life. With-
in 1,5-month training course students gain necessary knowledge 
and skills allowing them to explore modern popular profession of 
call center expert. In 2012, 670 students received such training.

FACtS AboUt the CALL CenteR

KyIvStAR CALL CenteR Won 
5 goLd InteRnAtIonAL AWARdS 
At the InteRnAtIonAL ConteStS 
in 2009 through 2012

contact 
centers

million 
of calls 

consultations 
conducted

points out of 
maximum 5 points

service 
experts

by every expert a day

from 
customers 
per year

— mark received from customers

4
1240

34.7
120 

4.63

Kyivstar Call-Center is one of the best in europe
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new serviCe Channels — online-Chat

in 2012, we have launChed the «online assistant» 
serviCe to support Customers enabling online-Chat 
CommUnICAtIon WIth KyIvStAR expeRtS

I
n 2012, we have launched the «Online Assistant» service to 
support customers enabling online-chat communication with 
Kyivstar experts. The service is provided free of charge dur-
ing 24 hours within 7 days a week to all the Home Internet 
users and Kyivstar mobile communication subscribers and 

DJUICE prepaid and contract subscribers. Thus, Kyivstar has en-
sured that customers receive support and consultations in a us-
er-friendly style whenever convenient to them — the service has 
successfully completed the contact center and is more and more 
popular.

The online-chat is accessible through the «My Kyivstar» self-ser-
vice system: it is sufficient for a subscriber to enter his/her page of 
the system, choose «Feedback» and press the button «Online As-
sistant». During the online-chat the customer sees the name and 
avatar of the Kyivstar’s expert. After the consultation the custom-
er has an opportunity to immediately assess quality of the service 
provided during the chat.

FoR SAFety CUStomeR’S ACCeSS to 
the online-Chat the enCrypted ssl 
pRotoCoLS ARe USed. they pRoteCt 
InFoRmAtIon tRAnSFeRRed dURIng the 
ChAt FRom vIeWIng by thIRd peRSonS. 
For ease of use of the service SSO technology (one-entry technol-
ogy) has been introduced allowing a customer not to re-enter the 
login and password for authorization during the transition to the 
online-chat. In addition, during the online-chat communication 
customers may do different actions simultaneously (particularly, 
those recommended by the expert within the «My Kyivstar» sys-
tem) and see their efficiency immediately.
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https://www.facebook.com/kyivstar 

https://www.facebook.com/KyivstarInternet 

https://www.facebook.com/kyivstar.mobilehealth 

https://www.facebook.com/KyivstarBusiness 

http://vk.com/kyivstar 

http://www.youtube.com/user/KyivstarGSM 

https://twitter.com/twiykyivstar 

https://picasaweb.google.com/106556764190304515380 

https://www.facebook.com/djuice.Ukraine 

http://vk.com/djuiceuahttp://vk.com/djuiceua

http://www.youtube.com/djuiceukraine

https://twitter.com/djuicemusic 

I
n addition to usual and long-established way of customers sup-
port in the call center and «Online Assistant» launched in 2012, 
new tools of communication with clients actively developed — 
Kyivstar social media presence. 

In 2012, more than 130,000 customers communicated with Ky-
ivstar through social networks. They were the first to know about 
new products, promotions and tariff offers. Kyivstar actively engag-
es in information and explanatory work in social networks, telling 
about comfortable and useful services that help to solve a variety 
of business and life needs. 

the ChAnneL KyIvStAR on yoUtUbe hAS 
beCome very popular among Customers, 
WhICh ContAInS SeveRAL topICS. 
In the «Assistant of service user» it is possible to view video in-
structions on using the self-service provisioning, routers connec-
tion for the residential Internet or instruction on computer setup. The 
section «Special Events» contains videos about significant events in 
the life of company, the program of corporate social responsibility.  

The official twitter-page Kyivstar and the company’s photo al-
bum pacasaweb are actively working. It should be noted that oth-
er brand of Kyivstar — DJUICE — also has its presence in all major 
social media, and in view of young audience, these pages are fo-
cused on the promotion of licensed music content. 

The dialogue of Kyivstar with the community of social networks is 
based on the principles of mutual respect, reliability of information 
and efficiency of feedback. High culture of the Company on social 
networks has been noted by the expert community.  Thus, in 2012 
Kyivstar social media presence on Facebook won the contest «Best 
Corporate Media in Ukraine».

According to the international monitoring system SocialBakers, 
«Kyivstar» is consistently occupies top positions in the rating of So-
cially Devoted Facebook Brands in Ukraine («Socially-oriented 

brands»). This rating takes into account the number of responses 
to comments and questions left by users on the official community 
pages of companies. Indicator of Response Rate («Frequency of re-
sponses») of «Kyivstar» is 94%, while in the telecom-sphere world-
wide this figure is significantly lower — 75.2%.

soCial media
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WoRKpLACe
Kyivstar: inspired work

Modern solutions for comfortable work 

Atmosphere of creativity and innovation

Staff education  
and personal development initiatives 

Meetings with famous people

Sports and leisure



empLoyeeS 
were promoted

neW jobS 
were created 
in all offices

oF empLoyeeS  
had increased 
wages

ChILdRen  
were born in families 
of company employees

mARRIAgeS  
were made between 
company employees

oF StAFF  
improved their skills 
through trainings, courses, 
development programs

286
137 

100% 
269
118 

50% 

I
n 2012, Kyivstar reconfirmed its position of the best employer. 
These are data obtained from a survey conducted by Ernst & Young 
among office seekers in 2012. According to professional candidates, 
Kyivstar stands out other companies due to its reliable and stable 
market position (65% of respondents), decent level of wages (58% of 

respondents), career opportunities and interesting, important work (46% of 
respondents). Due to this combination of attractive factors, Kyivstar as an 
employer exceeds the expectations of professional candidates compared 
with other companies in Ukraine, particularly in the telecom industry.

The company was also highly appreciated according to the results of sur-
veys among employees (the survey was conducted by an independent re-
search Keneha, a world leader in researching personnel involvement). 
Thus, 94% of Kyivstar employees are willing to work even more for the 
welfare of the company, 85% are fully satisfied with work in the Company 
and are proud of it, 82% always recommend  the Company to their friends 
and relatives, and 68% plan to work there for 5 years or more.

Expectations of Kyivstar personnel are confirmed in practice. In 2012, 
thanks to the internal recruitment system, 286 employees were promot-
ed. Kyivstar has become a true «forge of staff» for the international group 
VimpelCom ltd. Thus, VimpelCom’s business units in Kazakhstan and Rus-
sia are headed by Kyivstar’s ex-employees, who now successfully imple-
ment the experience gained in the Company.

Kyivstar is a company where people work with pleasure and smiles. This 
is a company where people not only earn and enhance their career, but al-
so interact, relax, fall in love and create families, make friends and have 
hobbies ... in short, live with inspiration.

Kyivstar: inspired worK
In 2012:

85% ARe FULLy SAtISFIed  
WIth WoRK In the CompAny And  
ARe pRoUd oF It 
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F
lexible work schedule, ability to work outside the office, 
using the latest technology to address business issues 

— these are priorities of modern employers. Kyivstar 
constantly introduces new, convenient solutions to 
enable employees of the Company to work comfortably 

and combine work and private life.

thus, in 2012, an innovative system, 
telepresenCe, WAS IntRodUCed 
FoR CommUnICAtIonS WIth pARtneRS 
And StAFF In Remote oFFICeS. 
This is a software and hardware complex consisting of servers 
with specialized software, and video terminals installed in 
employees’ offices or in meeting rooms. It provides video and 
audio-conference communication, integration with telephone 
networks, corporate email and an office communication system. 
Perfect quality of sound and image creates a perception that 
participants, who are in different parts of the country or the world, 
are in the same room, at arm’s length. In addition, the introduction 
of this innovation revealed a number of new opportunities for 
collaboration and streamlined business processes in the Company. 
The employees are able to render expert services to colleagues 
and provide prompt diagnosis in remote offices without on-
site visits, as well as to optimize meetings and increase the 
effectiveness of corporate training.

Such an infrastructure is unique, and Kyivstar is the first Ukrainian 
company to introduce it in its work processes.

Kyivstar is concerned that its employees can efficiently balance 
work and leisure. In 2012, 40% of the staff worked according to a 
flexible schedule. In June, the Company launched a pilot project 
«Virtual Office» that allows for remote work. The first members of   

the project were specialists of the information technology division 
and technical management. They had an opportunity to work 
remotely outside the office once a week. As a result of the project 
it was decided to extend it for all Kyivstar’s employees in 2013.

modern solutions for Comfortable worK

in 2012, 40% of the staff 
WoRKed ACCoRdIng 
to A FLexIbLe SChedULe
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T
he «Create your own Kyivstar» Project launched in May 2011 
has successfully progressed for 2012. As provided by the 
Project, every staff member of the Company is encouraged 
to come up with his/her ideas helpful for the local environ-
ment, Company on the whole, for the clients and society. For 

the year of 2012, quite many ideas offered by the Company per-
sonnel in the previous stages of the Project were implemented in 
real practice.

These ideas included, among other things: new video-portal for 
dissemination of video-films; new formats for communication 
with the Company on the Home Internet pages on the Facebook; 
Virtual Office Internet-based Project etc. Subscribers of the mobile 
communication service rendered by the Company benefited from 
the new ideas implemented in 2012, including new packages of in-
ternational roaming services offered at discounted rates; new dig-
ital and multimedia services etc. The number of new initiatives to 
improve the client service were implemented, as follows: simpli-
fying the procedures in new client registration and existing client 
service processes, including the telephone re-registration service 
when the client is not required to visit the Subscriber Service Cen-
ter; SIM-card renovating service offered to the prepaid service cli-
ents by the Subscriber Service Center; minimizing the package of 
documents required from the individual clients in the communi-
cation service contract processing procedure; and optimizing the 
package of documents required to be signed by the corporate cli-
ents. These initiatives helped save time and resources of the Com-
pany personnel and clients.

the CompAny peRSonneL hAS 
enthUSIAStICALLy SUppoRted the 
«green» initiative of one of the staff 
membeRS by CoLLeCtIng 4 tonS oF pApeR 
FoR the yeAR In the CentRAL oFFICe onLy 
And SAvIng theReby At LeASt 70 tReeS.

For the year of 2012, the staff member who joined the innovation 
Project came up with 262 ideas geared to improve the business 
processes in the Company.

On the whole, more than a half of the Company personnel joined 
the «Create your own Kyivstar» Project by coming up with their 
own innovation ideas and by supporting the ideas voiced by their 
colleagues. The Company staff members registered 605 ideas in 
total, including 40 ideas that have been implemented as of today, 
and 40 more ideas being under implementation. Most of the ideas 
offered by the Company people are focused on the Company prod-
ucts and service improvements for the clients.

The «Create your own Kyivstar» Project acquired a new momen-
tum when the existing dialogue was supported by an offline di-
alogue format that encourages constructive meetings of peo-
ple representing different divisions of the Company. Since August 
2012, there have been 9 meetings with participation of 250  

people representing different Directorates of the Company. The 
participants have discussed such topics as challenges for the 
telecommunication system operations; digital music product de-
velopment initiatives; reading and other reasonable entertainment 
products offered by Kyivstar; specifics of the tariff policies pur-
sued by the operator; technical support of the systems, services 
and clients; personnel performance quality assessment process; 
volunteerism as an institution etc.

atmosphere of Creativity and innovation 

the CompAny StAFF membeRS hAS 
registered 605 ideas in total, 
InCLUdIng 40 IdeAS thAt hAve been 
implemented as of today, and 40 more 
IdeAS beIng UndeR ImpLementAtIon
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F
or the year of 2012, the Company renewed its standing Per-
sonnel Development Program to better facilitate the Compa-
ny staff adaptation to the rapid changes in the Company oper-
ations and business practices.  The Personnel Development 
Program of Kyivstar was upgraded to offer better options for 

development of personality and individual virtues for every staff mem-
ber and for improvement of job-related knowledge and skills.

New format for the top- and medium-level management person-
nel training is now offered by Leader Fest Project being implemented 
by the Company. This is a multilevel project designed to develop a re-
sponsible leadership culture in the management, including the due ca-
pacity to take responsibility for own individual performance, as well as 
for the team and business performance on the whole. 

the pRojeCt WAS FoCUSed moStLy on the 
mAnAgement StAFF deveLopment SInCe 
We beLIeve thAt the mAnAgeRS Who LeAd 
theIR teAmS beCome modeLS FoR theIR 
staff members, and that any leadership 
model should be implemented in a top-to-
bottom mAnneR. 
In other words, we must first change the behavioral models of the 
team leader who is trusted, modeled and followed by his/her staff 
members.

The Leader Fest Project is designed as an innovation initiative. No one 
project of that kind has been implemented in Ukraine so far by any 
team. The Project participants are expected to take full commitment in 
their missions under the Project without being distracted by other ev-
eryday business duties, and to acquire in relatively short period of time 
good knowledge, being inspired by new vision of business, and estab-
lish good contacts with one another. 

As demonstrated by the first stage of the Project implementation, 
100% of the Project participants polled acknowledge that the acquired 
knowledge was useful in their personal work and life; 96% reported 
having shared the new knowledge with their teams; and 98% of the re-
spondents believed that the new acquaintances and communication 
with the colleagues in the informal environment helped them improve 
their performance in the everyday business process.

On the whole, every second staff member of the Company passed 
some training/ skills upgrade/ education courses for the year of 2012. 
The Company organized 17 personnel development and training events, 
more than 20 workshops under the Functional Training Program, and 
62 IT-training courses for the year. The Kyivstar staff members took 
part in 85 conferences and workshops for the year.

staff eduCation and personal development initiatives

dAyS5
hoURS oF edUCAtIon 
And deveLopment 
peR dAy12

exteRnAL 
InStRUCtoRS 
FRom 12 dIFFeRent 
CompAnIeS12

mASteR 
CLASSeS12

meeting-dialogs with 
top-management of 
ukrainian top-Companies12

mAnAgement 
oFFICeRS oF 
KyIvStAR hAve 
CompLeted SKILLS 
UpgRAde300

tRAInIngS32
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K
yivstar introduces alternative ways for employees’ personal development 
not only through training, but also through reflection and dialogue. Such 
a project dedicated to development of innovative thinking outside the 
templates is skoBfotuA. In other words — out of box. This implies meet-
ings of Kyivstar staff with prominent contemporaries, interesting, unusu-

al personalities and experts in different business areas. The practice of such meet-
ings was launched by the Company back in 2011, and in 2012 the project concept 
was updated. Meetings are now held in the form of a dialogue or discussion be-
tween invitees and Kyivstar representatives, to enable the audience to look at is-
sues under discussion from different points of view. In addition, all employees of 
the Company can suggest a speaker for skoBfotuA — a hero they consider worthy.

In 2012, 6 such meetings were held and 560 employees took active part in the ses-
sions of the project. Those who were unable to attend, had an opportunity to join 
virtually: the internal website contained video clips of each event. All speakers 
were offered by the staff (over 70 proposals in total were submitted).

Among the guests were: Oksana Mas, famous Ukrainian artist; Igor Shmyhin, pres-
ident of Aikido Association and the first person to bring this art in Ukraine; Andriy 
Khudo businessman, founder of conceptual Lviv restaurants; Pavlo Sheremet — fa-
mous Ukrainian economist and business consultant, Kostyantyn Tomilchenko, cho-
reographer, producer, director; Victoria Zhadko — one of the few female  orchestra 
conductors. For Kyivstar, the discussions were moderated by Andriy Milinevsky, 
Oleksandr Dorofiy, Tetiana Sumina, Andriy Osadchuk. Topics of the meeting were is-
sues such as happiness and self-fulfillment, active life position, obstacles and their 
overcoming, and so on.

meetings with famous people

in 2012, 6 suCh meetings were held 
And 560 empLoyeeS tooK ACtIve pARt 
In the SeSSIonS oF the pRojeCt
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F
ootball is rightfully a corporate kind of sport among Kyivstar’s employees. 
Over a hundred of employees every year take part in sports competitions 
held between branches within the Company, and in local and national 
«intercorporate» competitions. Training of football players takes place 
regularly throughout the year — 1 training per week. The season of 

football tournaments is from September to June. During this period teams go 
through four rounds of the tournament. Each season Kyivstar’s football team takes 
prizes, and won the tournament Cup once.

In 2012, the 8th annual Kyivstar internal football tournament took place. It was 
attended by 10 teams: from Kyiv, Lviv, Kharkiv, Dnipropetrovsk, Odesa and 
Cherkasy. Besides the players themselves, these sports events were attended 
by more than 700 fans — our fellow athletes and their families. The best 
sportsmanship was demonstrated by residents of Lviv. Their team won the 
tournament and «silver» went to the central office staff team.

Any KyIvStAR empLoyee CAn joIn the FootbALL 
movement: neW pLAyeRS ARe ALWAyS WeLComed 
In the teAm. KyIvStAR’S mAnAgement StRongLy 
SUppoRtS SpoRt ACtIvItIeS. 
The Company pays the rent of premises for training football players participating in 
general tournaments. Kyivstar supports the enthusiasm of its employees in sports 
that promote teambuilding and meet the principles of the Company: taking care 
of the team, customers and society. Thus, a special bicycle parking was built for 
employees who decided drive bicycles instead of cars. It is a useful and illustrative 
example where passion for sports is combined with environmental concern.

The Company promotes the development of creative abilities of employees, their 
leisure in every possible way. In June 2012, the Company held a festival of folk art. 
The central office staff arranged a series of workshops dedicated to various arts. It 
turned out that many Kyivstar employees are masters in pottery, weaving wicker, 
embroidery and many other crafts, and gladly shared their secrets with colleagues. 
A fair of handiwork made by the employees was organized during the day. All funds 
collected were transferred to an orphanage in Vasylkiv, patronized by Kyivstar.

sports and leisure

KyIvStAR SUppoRtS the enthUSIASm oF ItS empLoyeeS 
In SpoRtS thAt pRomote teAmbUILdIng And meet 
the prinCiples of the Company: taking Care of the team, 
CUStomeRS And SoCIety
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KyIvStAR 
FoR CommUnIty
Taxes and contribution to the Ukrainian economy

Helping orphans and children with disabilities 

Concern for children’s online safety

Educational tours for schoolchildren 

The tradition of volunteering 

Caring for the Environment



Kyivstar is one of major taxpayers contributing to the state bud-
get of Ukraine, a valuable investor in the nation’s economy and 
an important driving-force for the development of   Telecom 

sector of economy.

in 2012, the Company paid about uah 3.5 
billion to the budget, WhICh mAKeS 1% oF 
the nAtIonAL AnnUAL bUdget. 
All in all, over fifteen years of its operation Kyivstar paid UAH 30 bil-
lion of taxes and dues. Such contribution to the state budget cannot 
escape public notice: Kyivstar was rated first among transport and 
communications enterprises in the All-Ukrainian Bona Fide Taxpay-
er 2012 ranking by the All-Ukrainian non-governmental organization 
«Taxpayers Association of Ukraine». Kyivstar has been topping the 
rating of bona fide taxpayers among transport and communications 
enterprises for many years.

Kyivstar’s investments in 2012 amounted to UAH 1.8 billion, and 
overall investments for 15 years have reached UAH 28 billion. It can 
be stated with certainty that the investments made by the Compa-
ny are a potent driving-force for economic development in Ukraine, 
since the funds invested by the Company have a significant multipli-
er effect, i.e. are payment to the contractors and suppliers for goods 
and services enabling them to go ahead with further business trans-
actions. Kyivstar disposes itself to invest more, in particular, when it 
obtains state licenses for 3G/LTE broadband Internet services.

Another positive effect of Kyivstar’s business for the Ukrainian econ-
omy is the development of telecommunications infrastructure, which 
is the groundwork for business activity in terms of present-day 
economy. An extensive telecommunications network coupled with 
the lowest communication charges worldwide allow the gener-
al public and businesses to reduce transaction costs, communicate 

more actively, exchange information quickly and without fail. High 
quality and efficiency of Kyivstar network has been confirmed by Er-
icsson. According to its studies, Kyivstar network has been recog-
nized as the best in Europe among GSM/EDGE networks based on Er-
icsson equipment.

KyIvStAR’S InveStmentS In 2012 
amounted to uah 1.8 billion, 
And oveRALL InveStmentS 
FoR 15 yeARS hAve ReAChed 
UAh 28 bILLIon

15 yeARS oF KyIvStAR’S 
opeRAtIon In UKRAIne:

KyIvStAR In 2012:

billion uaH
investments in telecom-
munications market28

billion 
uaH 

investments in 
telecommunications market

1.8

billion uaH
of taxes paid 
to the state budget30

billion 
uaH

of taxes paid to the state budget
3.5

of mobile call minutes
1 trillion

tHousand 
kilometers
of fiber-optic 
networks44 

Ukrainian is a Kyivstar 
subscriber

every second

taxes and Contribution 
to the uKrainian eConomy
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K
yivstar consistently takes charge of 65 boarding schools and children’s 
homes with more than 10000 orphans and children with disabilities. This 
assistance has been provided since 2004 as a part of the All-Ukrainian 
charitable initiative «For the people, for the country».  

the CompAny ALLotted UAh 750 thoUSAnd 
to ChARItAbLe InItIAtIveS FoR ChILdRen In 
2012, UAh 250 thoUSAnd oF WhICh IS peRSonAL 
donations of employees, and in the large, 
the CompAny Spent oveR UAh 200 mILLIon 
on SoCIAL InItIAtIveS dURIng the entIRe peRIod 
oF ItS opeRAtIon.
The Company’s employees frequent the sponsored boarding schools. They see 
to it that the children have everything they need for studies, leisure time and 
medical treatment. In 2012, Kyivstar’s financial aid was used to repair bedrooms 
and common rooms in 12 sponsored children’s institutions in different regions 
of Ukraine. The Company also financed the purchase of furniture, audio systems, 
lighting systems for the boarding schools. Kyivstar’s employees on their own 
initiative collected over UAH 250 thousand and bought bed-clothes, blankets, 
stationary for the children from boarding schools. 

and to make Children feel more Comfortable, 
KyIvStAR’S empLoyeeS ReCoRded An AUdIo 
CoLLeCtIon oF UKRAInIAn FoLK tALeS And 
pReSented It to the boARdIng SChooLS. 
The collection includes 22 Ukrainian folk tales recorded with the participation 
of 60 Company’s employees who spent more than 80 hours of their work hours 
on the recording. The tales may be downloaded to a mobile phone or a comput-
er from the Company’s site at http://music.djuice.ua/ free of charge in «Free of 
charge tales» section.

helping orphans and Children with disabilities

in 2012, kyivstar’s finanCial aid was used to repair 
bedRoomS And Common RoomS In 12 SponSoRed 
ChILdRen’S InStItUtIonS In dIFFeRent RegIonS oF UKRAIne
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K
yivstar maintains an ongoing dialogue with the commu-
nity, providing customers with complete and accurate 
information about the Company’s products and services, 
promoting their correct and proper use in the commu-
nity to improve people’s lives. An important part of this 

work is social program to protect children from harmful content, 
mistakes and abuse while using the Internet. 

The audience of young Internet users in Ukraine is steadily in-
creasing and, consequently, risks of children getting into danger 
increase as well. According to a study by UNICEF («Generation Ua-
Net»), published in November 2011, the vast majority of children 
are users of social networks, where about 40% share personal in-
formation about themselves and their family, and 60% of adoles-
cents even meet their virtual friends in real life. 

CARIng FoR pRoteCtIon oF UKRAInIAn 
Children from online threats, in 
ApRIL 2012 KyIvStAR LAUnChed ItS oWn 
CompRehenSIve nAtIonWIde SoCIAL 
CAmpAIgn «telling Children about 
online safety» as a part of the long-
term program «Children’s online 
safety». 

The campaign was aimed at drawing attention of the Ukrainians 
to the problem of online security and encouraging parents to talk 
with children about the rules of safe behavior online.

During the campaign, public attention was brought to the issue 
by placing images on external media and transport, as well as an 
online banner campaign. Large audience was also engaged in so-
cial networks. 

A dedicated website (http://bezpeka.kyivstar.ua/ru/) was created 
in order to inform Internet users about the rules of safe behavior 
online. The website contains the rules of online safety and  

educational materials for children, parents and teachers. In ad-
dition, special content for social media based on infographics 
was developed; a teaser campaign on popular online portals was 
launched.

The telecom operator paid particular attention to informing its em-
ployees, who are also parents of over 2,300 children, about In-
ternet safety. The company provides regular newsletters, pub-
lications on domestic portal, employee training and recruiting 
volunteers in training seminars on online security.

ConCern for Children’s online safety
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I
n November 2012, the second phase of this program was 
launched. A new social campaign, «Connecting Free «Parental 
control» urged Ukrainians to pay attention to facilities and to 
use social services developed by Kyivstar in collaboration with 
Microsoft, to protect Internet users against online threats.

An important part of the project was a program of educational 
activities in schools. Hundreds of Kyivstar’s volunteers regular-
ly hold information work with students and teachers in secondary 
schools on the rules of safe behavior on the Internet, providing for 
the establishment of safe areas for learning, communication and 
development of children. The company employees develop special 
materials to help children easily adopt the basic rules of safe be-
havior online in a relaxed playful way.

by ImpLementIng the pRogRAm 
«Children’s online safety», KyIvStAR 
mAnAged to hAve A SIgnIFICAnt eFFeCt 
on ReSoLUtIon oF SoCIAL pRobLemS.
Over 200 educational establishments have access to high speed 
safe Internet: more than 80,000 students in 30 cities can safely 
use modern learning materials by connecting to the Internet pro-
vided by Kyivstar.

the InFoRmAtIonAL And edUCAtIonAL 
pRogRAm WIth the pARtICIpAtIon oF 
volunteers Covered more than 11,000 
peopLe: 2,000 Children, 4,000 parents 
and 5,000 teaChers aCross the Country.
The problem of children’s safety on the Internet was communicat-
ed to general public — more than 20 mn of Ukrainians.

The social campaign «Telling Children about Online Safety» was 
noted for innovation during the the competition Prawda Awards; it 
also won a bronze award in the category «Social Advertising and 
Charity» at Effie Awards Competition 2012. The Jury of the Foun-
dation «Development of Ukraine» noted the campaign in the cate-
gory «Best Contribution in Ukraine’s development» in the nation-
al competition of business cases on corporate social awareness. 

But the most important result was that the Ukrainians became 
more attentive to protection of their children while they use the 
World Wide Web. According to a survey conducted by GFK in Oc-
tober 2012, every third Ukrainian responded to the call of the so-
cial campaign — 70% told the children about online safety, and 
80% of Ukrainians, aware of the program «Children’s Online Safe-
ty», consider it useful.

ConCern for Children’s online safety
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I
n 2012, Kyivstar launched an educational initiative for school 
children — trips to the Company’s offices to familiarize the 
younger generation with interesting professions in the telecom 
industry and help children to identify future profession. Tour 
participants were students of grades 5-11 and their teachers. 

Children attend various Kyivstar’s units — call centers, marketing 
and advertising department, video rooms, technical directorate, 
sales and service centers. The «guides» are the Company’s em-
ployees who tell the children about the work of a telecommunica-
tions operator, the notion of mobile connectivity and its operation, 
functions engaged in the Company, methods of developing com-
munication products and innovations, and more. 

An AmUSIng pIeCe oF eveRy exCURSIon 
IS vIdeoConFeRenCeS betWeen 
groups of sChoolChildren, who are 
SImULtAneoUSLy In dIFFeRent oFFICeS 
oF the CompAny. thIS ALLoWS ChILdRen 
seeing with operation of high-speed 
internet, its advantages in studies. 
This educational initiative becomes more and more popular. Thus, 
even foreign teachers express their interest. In November 2012, 
schoolchildren from Engstingen (Germany) attended Kyivstar’s of-
fice in Dnipropetrovsk.

In total, in 2012, 30 similar excursions were arranged for over 700 
Ukrainian schoolchildren. They visited Kyivstar’s offices in Kyiv, 
Dnipropetrovsk and Lviv. In 2013, branches in other cities will also 
take part in this project.

eduCational tours for sChoolChildren

this eduCational initiative beComes more and more popular. thus, even 
foreign teaChers express their interest. in november 2012, sChoolChildren 
from engstingen (germany) attended kyivstar’s offiCe in dnipropetrovsk
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the tradition of volunteering

A
ll social initiatives of Kyivstar are implemented through 
involvement of the Company’s employees. These are 
people with a proactive attitude, who gladly help other 
persons and act as goodwill ambassadors of the Com-
pany. In 2012, about one thousand of Kyivstar employ-

ees participated in volunteering and charitable initiatives. 10 so-
cially useful projects of national importance were implemented 
with their assistance: safe Internet classes, environmental initia-
tives, concerts for war and labor veterans, assistance to board-
ing schools, etc.  

Volunteer activities are zested with the employees’ participation in 
the corporative theatre which organizes festive shows for the pu-
pils of sponsored boarding schools, as well as participation in an-
nual concerts in commemoration of Victory Day.

In 2012, over 100 volunteers-employees of Kyivstar from different 
regions took part in 14 festive programs held in 11 Ukrainian cit-
ies where they personally greeted about 2000 children, in the first 
place, kids from children’s homes and boarding schools. More 
than 280 Company’s employees took part in already traditional 
celebration events dedicated to the honoring of World War II vet-

erans in 2012. On May 9, 2012, Kyivstar volunteers arranged gala 
concerts for the veterans. «Call to a battle field friend» action was 
held in 22 Ukrainian cities and involved over 2 thousands of veter-
ans and persons born in time of war. Kyivstar volunteers arranged 
mobile duty for the elderly persons to call their friends and family 
in Russia, Belarus and Ukraine free of charge. 

on viCtory day, kyivstar employees 
togetheR WIth hUndRedS oF CItIzenS 
lighted «memory stars» in 10 ukrainian 
CItIeS. eACh StAR CAndLe RepReSented 
oUR memoRy oF eACh dAy oF WAR And oF 
every fallen, the memory whiCh should 
neveR go oUt.

In 2012, Kyivstar corporate volunteering was conferred a national 
distinction. The best Ukrainian volunteer was selected at «Corpo-
rate Volunteering Activities» competition arranged by The Eastern 
Europe Fund in partnership with Global Compact Network Ukraine, 
and the winner was Igor Dzhebian, employee of Dnipropetrovsk 
branch of Kyivstar.

in 2012, about one thousand of 
KyIvStAR empLoyeeS pARtICIpAted 
In voLUnteeRIng And ChARItAbLe 
InItIAtIveS. 10 SoCIALLy USeFUL 
pRojeCtS oF nAtIonAL ImpoRtAnCe 
WeRe ImpLemented WIth theIR 
ASSIStAnCe
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C
aring for the environment in Kyivstar is revealed in three 
areas: energy saving technologies in various business 
segments, replacing paper-based document turnover with 
electronic and environmental initiatives.

In ALL AReAS oF bUSIneSS the CompAny 
AppLIeS teChnoLogIeS to RedUCe 
eleCtriCity Consumption, deCrease Co2 
emISSIonS And ConSUmptIon oF nAtURAL 
ReSoURCeS.
In early 2012 Kyivstar introduced unique software Intelligent Cell 
Shutdown, which can reduce energy use at base mobile worksta-
tions. This is an authoring of specialists of the Company’s technical 
directorate who developed the software algorithms that can auto-
matically, without human intervention, temporarily disconnect from 
power supply certain sectors of base stations when load on land 
GSM-network is reduced. That said, high quality of all services — 
voice traffic, data transfer, additional services is preserved. Ac-
cording to Kyivstar’s estimates, the expected effect from the imple-
mentation of this energy know-how is up to 4 million UAH annually.

In 2012, Kyivstar launched large-scale upgrading of its network 
infrastructure to replace RBS equipment with new and modern 
equipment that is smaller, lighter and consumes much less pow-
er. This allowed reducing electricity consumption by 24% at almost 
500 sites. The effect achieved by replacing equipment at all sites of 
the network can be compared with the volume of electricity suffi-
cient to provide heat for 3390 flats during the heating season.

Traditionally, in April 2012 Kyivstar employees in all branch-
es of the Company came together for environmental events to 
make their cities cleaner and greener. The largest environmen-
tal initiative in the Company’s history was «Share Your Love To 
the Crimea». More than 400 Kyivstar employees participated in 

the restoration of Yalta mountain-forest nature reserve, which 
suffered a major fire. The Company’s volunteers planted  21,000 
seedlings of Crimean pine and oak in the reserve. Kyivstar fund-
ed the equipment of a fire-fighting water reservoir with capacity 
of 750 m3 near Sigatur spring, where two large fires took place. 
According to environmentalists of Yalta reserve, the trees plant-
ed by Kyivstar employees will produce 20 tons of oxygen per year, 
while capturing 140 tons of dust. Given the lifespan of tthe trees, 

the restored forest area will clean the air and saturate it with 
phytoncides over the next 500 years.

Kyivstar’s project «Share Your Love To the Crimea!» is an 
award-winner in the nomination «Best site landscaping proj-
ect» of the contest Green Awards Ukraine 2012. The jury distin-
guished it for its innovative approach and the importance for the 
environment.

Caring for the environment

the Company’s volunteers planted  21,000 seedlings 
oF CRImeAn pIne And oAK In the ReSeRve
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in the «top-100 best Companies 
of ukraine-2012»

rating made by «Investgaseta Business Magazine» experts based on a set 
of business efficiency indicators. The Magazine in fact rated the Company 
#1 among the telecommunication business companies and #2 among all 
business companies representing every sector of the national economy.

#11

rating of «Economica» Publishing House acknowledged the Kyivstar Presi-
dent Igor Lytovchenko as the Country Manager #1 in the telecommunication 
business management and rated him among the top three business lead-
ers of the country on the whole

«BesT Managers of Ukraine-2013»2

in the «honest taxpayers of 2012»
rating performed for transport and communication com-
panies by the All-Ukraine Non-government Organization 
«Taxpayers’ Association of Ukraine#13

moSt tRAnSpARent bUSIneSS 
CompAnIeS oF UKRAIne

being the single telecommunication system operator on the list. The rating was 
made based on the Global Corporate Business Transparency Indices by the Cor-
porate Social Responsibility Development Center

in tHe top 54

in National Competition 
«Share your Love to the 
Crimea» in the «Best 
Landscape Gardening» 
nomination

winner of The green 
awards Ukraine-2012 

5

igor dzhebian, staff member of the kyivstar 
dnepRopetRovSK bRAnCh oFFICe

was declared a winner of the National Competition «Corporate Volunteerism in Ukraine-2012» organized 
by the East Europe Foundation in partnership with the Global Agreement of Ukraine Network, European 
Business Association, the US Chamber of Commerce and Trade and the Ukrainian Charity Foundation

winner 6

In the RAtIng 
oF themoSt AppeALIng 
empLoyeRS oF UKRAIne

The Company was rated #1 by Ernst & Young 
Report in the rating of the Most Appealing 
Employers of Ukraine on the whole and tele-
communication sector in particular, based 
on the relevant Job-Seekers’ Polls for 2012#17

of the «tell Children about 
the internet safety» projeCtwinner 

of the IV National Competition of Corporate and Social Responsibility Business Cases of 2012; 
and received a bronze medal in the nomination of «Social Advertisement and Charity Activity» 
of the Effie Awards -2012 annual competition

8

The Kyivstar Facebook page received a Grand Prix as a Best Corporate Media of Ukraine-2012 Com-
petition organized by the Association of Corporate Media of Ukraine. In addition, Kyivstar received four 
awards in different nominations of the same event, including a Grand Prix in «Electron Publication» 
nomination; Grand Prix in «Corporate Publication of b2b category» nomination awarded for the Kyivstar 
Business Digest; 2nd place in the «Corporate Annual Report» nomination; and the 3rd place in the «Cor-
porate Calendar» nomination for the «We are 15 years old» calendar

BesT CorporaTe Media of Ukraine-2012 9

in The «Top Ten CoMpanies ThaT inspire» raTing
made by Companion Business Weekly Magazine editorial board and specially acknowledged for the 
«successful formation of the image of a facilitator of the people’s communication process rather than 
a telecommunication business operator only»

10

aChievements and aCKnowledgements



ConSoLIdAted 
FInAnCIAL 
StAtementS



independent auditors’ report

to the shareholders 
of joint stoCK Company 
Kyivstar
We have audited the accompanying consolidated financial state-
ments of Joint Stock Company Kyivstar and its subsidiaries (the 
Group). which comprise the consolidated statement of financial 
position as at 31 December 2012 and the consolidated statement 
of comprehensive income. consolidated statement of changes 
in equity and consolidated cash flow statement for the year then 
ended. and a summary of significant accounting policies and other 
explanatory information.

management's responsibility for the Consolidated 
financial statements
Management is responsible for the preparation and fair presen-
tation of these consolidated financial statements in accordance 
with International Financial Reporting Standards, and for such in-
ternal control as management determines is necessary to enable 
the preparation of consolidated financial statements that are free 
from material misstatement, whether due to fraud or error.

auditors’ responsibility
Our responsibility is to express an opinion on these consolidated 
financial statements based on our audit. We conducterl our mir-
lit in accordance with International Standards on Auditing. Those 
standards require that we comply with ethical requirements and 
plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free from ma-
terial misstatement.

 
 
 
An audit involves performing procedures to obtain audit evi-
dence about the amounts and disclosures in the consolidated fi-
nancial statements. The procedures selected depend on the audi-
tor's judgment, including the assessment of the risks of material 
misstatement of the consolidated financial statements, whether 
due to fraud or error. ln making those risk assessments, the au-
ditor considers internal control relevant to the entity's preparation 
of consolidated financial statements that give a true and fair view 
in order to design audit procedures that are appropriate in the cir-
cumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the entity's internal control. An audit also in-
cludes evaluating the appropriateness of accounting policies used 
and the reasonableness of accounting estimates made by man-
agement, as well as evaluating the overall presentation of the 
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion.

opinion
In our opinion, the consolidated financial statements present fairly, 
in all material respects, the financial position of the Group as at 31 
December 2012. and its financial performance and cash flows for 
the year then ended in accordance with International Financial Re-
porting Standards.

15 March 2013
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notes 2012 2011

Revenues 9 12,332,345

Costs of materials and traffic charges 9 (2,663,526) (2,192,911)

Salaries and personnel costs 9 (973,538) (948,744)

Other operating expenses 9 (2,784,284) (2,325,816)

Other income 23,702 30,636

Other expenses 9 (203,773) (59,917)

Depreciation and amortisation 9 (1,530,541) (2,109,508)

Impairment losses 9 (28,556) (12,476)

4,971,780 4,713,609

Finance income 9 604,147 946,127

Finance costs 9 (4,485) (8,203)

Foreign exchange gain/(loss), net 371 (7,889)

profit before tax 5,571,813 5,643,644

Income tax expense 10 (1,242,476) (1,376,114)

profit for the year 4,329,337 4,267,530

total comprehensive income for the year, net of tax 4,329,337 4,267,530

Earnings per share, UAH 31 330.70 417.97

Signed and authorised for release on behalf of management 
of Joint Stock Company Kyivstar 15 March 2013:

President  
Igor Lytovchenko

Chief Financial Officer  
Artem Nitz

Deputy Chief Financial Officer/ Chief Accountant 
Lesya Samoylovich

Consolidated statement of Comprehensive inCome
(For the year ended 31 December 2012, in thousands of Ukrainian Hryvnia, except for earnings per share)
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eqUIty And LIAbILItIeS notes 2012 2011

equity

Share capital 18 1,009,249 1,006,499
Share premium 18 102,338 -
Additional capital 18 132,682 -
Retained earnings 8,091,620 10,613,771
Treasury shares 18 (370,398) (370,398)

8,965,491 11,249,872

non-current liabilities

Employee benefit liability 42,729 40,873
Provisions 21 58,216 29,672
Other non-current financial liabilities 26,356 -

127,301 70,545

Current liabilities

Interest-bearing loans and borrowings 19 - 51,917
Employee benefit liability 8,804 9,011
Deferred revenue 20 696,979 741,887
Provisions 21 287 1,767
Taxes payable, other than income tax 22 174,303 95,745
Trade and other payables 23 1,002,720 904,009
Advances received 24 151,805 148,810
Other current liabilities 25 189,401 177,445

2,224,299 2,130,591
totAL eqUIty And LIAbILItIeS 11,317,091 13,451,008

ASSetS notes 2012 2011

non-current assets

Property, plant and equipment 11 7,213,795 7,094,873
Intangible assets 12 1,166,258 883,500
Other non-current assets 13 65,849 44,625
Deferred tax asset 10 177,330 401,487

8,623,232 8,424,485

Current assets

Inventories 69,270 122,228
Trade and other receivables 14 447,858 510,387
Prepaid income tax 432,624 642,655
Prepaid taxes, other than income tax 16,374 14,249
Prepayments 88,132 110,871
Deferred expenses 16 108,548 106,211
Other current financial assets 4,500 2,627,116
Other current assets 18,711 -
Cash and cash equivalents 17 1,483,464 892,806

2,669,481 5,026,523
Assets of disposal group classified as held for sale 30 24,378 -

2,693,859 5,026,523
totAL ASSetS 11,317,091 13,451,008

Consolidated statement of finanCial position
(As at 31 December 2012, in thousands of Ukrainian Hryvnia)
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Consolidated Cash flow statement
(For the year ended 31 December 2012, in thousands of Ukrainian Hryvnia)

notes 2012 2011

Investing activities

Purchase of property, plant and equipment (1,763,353) (2,369,543)
Purchase of intangible assets (290,008) (267,438)
Reimbursable interest-free financial aid provided to 
related party — - (105,000)

Reimbursable interest-free financial aid repaid by 
related party 222,000 901,000

Cash received from accession of Storm LLC - - 590
Cash received from purchase of assets of JSC 
Ukrainian Radiosystems 89,425 -

Proceeds from sale of property, plant and equipment 10,806 9,930
net cash flows used in investing activities (1,731,130) (1,830,461)
Financing activities
Dividends paid to equity holders of the parent 
(3,977,392) (3,654,533) (3,977,392) (3,654,533)

Withholding tax paid on dividends (32) (192,344) (32) (192,344)
Repayment of loan (51,223) -
Proceeds from issue of shares 105,088 -
net cash flows used in financing activities (3,923,559) (3,846,877)
Net increase/(decrease) in cash and cash equivalents 587,313 (698,662)
Net foreign exchange difference 3,346 (3,588)
Cash and cash equivalents as at 1 January 17 892,806 1,595,056
Cash and cash equivalents as at 31 december 17 1,483,464 892,806

opeRAtIng ACtIvItIeS notes 2012 2011
Profit before tax 5,571,814 5,643,644

non-cash adjustments to reconcile profit before tax to net cash flows:

Depreciation of property, plant and equipment 9 1,370,511 1,722,674
Impairment of property, plant and equipment and 
intangible assets 9 28,556 12,476

Amortisation of intangible assets 9 160,030 386,834
Loss on disposal of property, plant and equipment and 
intangible assets and assets of disposal group classified 
as held for sale

9 198,799 56,294

Interest income 9 (162,956) (226,390)
Unwinding of discount on other current financial assets 9 (441,191) (719,737)
Interest expense 9 1,787 3,959
Other finance costs 9 2,697 4,244
Stock-based compensation expense (1,167) 1,167
Movements in provisions and employee benefit liability (56) (7,705)
Unrealised foreign exchange loss (3,343) 3,767
Working capital adjustments:
Decrease/(increase) in inventories 53,681 (53,238)
Decrease/(increase) in trade and other receivables, 
prepayments and other assets 82,041 (244,618)

Increase in deferred expenses (2,337) (13,628)
Increase in trade and other payables and taxes payable, 
other than income tax 92,449 63,717

(Decrease)/increase in deferred revenue (45,092) 5,228
Increase in advances received 2,995 12,603
Increase in other current liabilities 11,440 15,980

6,920,659 6,667,271
Interest received 160,113 229,563
Interest paid (1,984) (3,957)
Income tax paid (836,786) (1,914,201)
net cash flows from operating activities 6,242,002 4,978,676
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Consolidated statement of Changes in equity
(For the year ended 31 December 2012, in thousands of Ukrainian Hryvnia)

AttRIbUtAbLe to the eqUIty hoLdeRS oF the pARent

Share capital 
(Note 18)

Share preium 
(Note 18) Additional capital Retained earnings Treasury shares 

(Note 18) Total equity

ance at 1 january 2011 656,499 - - 10,679,975 - 11,336,474

Profit for the year - - - 4,267,530 - 4,267,530

Total comprehensive income for the year, net of tax - - - 4,267,530 - 4,267,530

Dividends declared (Note 18) - - - (3,846,877) - (3,846,877)

Accession of Storm LLC (Note 18) 350,000 - - 20,880 (370,398) 482

Share-based payment transactions - - - 1,167 - 1,167

Distributions to shareholders (508,904) (508,904)

balance at 31 december 2011 1,006,499 - - 10,613,771 (370,398) 11,249,872

Profit for the year 4,329,337 4,329,337

Total comprehensive income for the year, net of tax - - - 4,329,337 - 4,329,337

Additional issue of shares (Note 18) 2,750 102,338 - - - 105,088

Dividends declared (Note 18) - - - (3,977,424) - (3,977,424)

Share-based payment transactions - - - (1,167) - (1,167)

Contribution from shareholders (Note 18) - - 132,682 - - 132,682

Distributions to shareholders (Note 18) - - - (2,872,897) - (2,872,897)

balance at 31 december 2012 1,009,249 102,338 132,682 8,091,620 (370,398) 8,965,491
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notes to the Consolidated 
finanCial statements
At 31 deCembeR 2012

1. Corporate information
Joint Stock Company Kyivstar (hereinafter referred to as ‘Kyivstar’ or ’the Company’) was established 
and registered on 3 September 1997 under the laws of Ukraine. The Company is involved in the design, 
construction and operating of a dedicated cellular telecommunication network and provides a wide 
range of mobile communication services in Ukraine.

The Company’s registered legal address is at 51, Chervonozoryanyy Av., Kyiv, 03110, Ukraine. The 
Company’s head office and principal place of business is at 53, Degtyarivska St., Kyiv, 03113, Ukraine.

As at 31 December 2012 and 2011 the Company’s direct shareholders and their respective declared 
interests were as follows:

2011 2012

Interest Number 
of shares Interest Number of shares

vimpelCom holdings b.v. 
(Netherlands) 73.804% 13,094,562 700 73.722% 13,039,562 700

vimpelCom Ltd. 
(Bermuda) 0.004% — 0.004% 700

Storm LLC (Ukraine) — 4,647,127 — —

treasury shares 100.000% 17,742,389 100.000% 17,687,389

The Company has one wholly owned subsidiary — Joint Stock Company Staravto, which was estab-
lished in order to provide transportation services to the Company. The Company and its subsidiary are 
hereinafter together referred to as ‘the Group’.

In October 012 the Company acquired assets and liabilities of the entity under common control, JSC 
‘Ukrainian Radiosystems’ (hereinafter referred to as ‘URS’). This acquisition was structured as a pur-
chase of 100% shares of URS.

The Company’s ultimate parent is VimpelCom Ltd., a company headquartered in Amsterdam, the 
Netherlands.

2. operating environment, risKs and eConomiC 
Conditions in uKraine
Нcharacteristics consistent with that of an economy in transition. These characteristics include, but 
are not limited to, low levels of liquidity in the capital markets, high inflation and the existence of cur-
rency controls which cause the national currency to be illiquid outside of Ukraine. The stability of the 
Ukrainian economy will be significantly impacted by the Government’s policies and actions with re-
gard to administrative, legal, and economic reforms. As a result, operations in Ukraine involve risks 
that are not typical for developed markets.

The Ukrainian economy is vulnerable to market downturns and economic slowdowns elsewhere in 
the world. The global financial crisis has resulted in a decline in the gross domestic product, instabil-
ity in the capital markets, a significant deterioration in the liquidity of the banking sector, and tighter 
credit conditions within Ukraine. Whilst the Ukrainian Government continues to introduce various sta-
bilisation measures aimed at supporting the banking sector and providing liquidity to Ukrainian banks 
and companies, there continues to be uncertainty regarding access to capital and its cost for the 
Group and its counterparties, which could affect the Group’s financial position, results of operations 
and business prospects.

Whilst management believes it is taking appropriate measures to support the sustainability of the 
Group’s business in the current circumstances, any unexpected further deterioration in the areas de-
scribed above could negatively affect the Group’s results and financial position in a manner not cur-
rently determinable.
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3. bAsis of pRepARAtion
The consolidated financial statements have been prepared on a historical cost basis, except for 
certain financial instruments measured in accordance with the requirements of IAS 39 Financial 
instruments: recognition and measurement.

These consolidated financial statements are presented in Ukrainian Hryvnia (‘UAH’) and all values are 
rounded off to the nearest thousand, except when otherwise indicated.

statement of compliance
The consolidated financial statements of the Group have been prepared in accordance with 
International Financial Reporting Standards (IFRS) as issued by the International Accounting 
Standards Board (IASB). 

basis of consolidation
The consolidated financial statements comprise the financial statements of the Company and its 
whollyowned subsidiary, DP Staravto. The subsidiary is fully consolidated from the date it was 
incorporated by the Company. The subsidiary’s financial statements are prepared at the same 
reporting date as the Company’s, using consistent accounting policies.

All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-
group transactions are eliminated in full.

4. Changes in aCCounting poliCies
The accounting policies adopted are consistent with those of the previous financial year, except for the 
following new and amended IFRS and IFRIC interpretations effective as at 1 January 2012:

— IAS 12 Income Taxes (amendment) — Deferred Taxes: Recovery of Underlying Assets

— IFRS 7 Financial Instruments : Disclosures — Enhanced Derecognition Disclosure Requirements

The adoption of the standards or interpretations is described below:

— IAS 12 Income Taxes (amendment) — Deferred Taxes: Recovery of Underlying Assets

The amendment clarified the determination of deferred tax on investment property measured at fair 
value and introduced a rebuttable presumption that deferred tax on investment property measured 
using the fair value model in IAS 40 should be determined on the basis that its carrying amount will 
be recovered through sale. It includes the requirement that deferred tax on non-depreciable assets 
that are measured using the revaluation model in IAS 16 should always be measured on a sale basis. 
The amendment is effective for annual periods beginning on or after 1 January 2012. The adoption 
of the amendment did not have any impact on the Group’s financial position, performance or its 
disclosures.

the IASb provided guidance on how an entity should resume presenting IFRS financial statements 
when its functional currency ceases to be subject to hyperinflation. The amendment is effective for 
annual periods beginning on or after 1 July 2011. The amendment had no impact to the Group.

IFRS 7 Financial Instruments: Disclosures — Enhanced Derecognition Disclosure Requirements

The amendment requires additional disclosure about financial assets that have been transferred but 
not derecognised to enable the user of the Group’s financial statements to understand the relationship 
with those assets that have not been derecognised and their associated liabilities. In addition, the 
amendment requires disclosures about the entity’s continuing involvement in derecognised assets 
to enable the users to evaluate the nature of, and risks associated with, such involvement. The 
amendment is effective for annual periods beginning on or after 1 July 2011. The amendment had no 
impact on the the Group’s financial position or performance.
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5. summary of signifiCant 
aCCounting poliCies
functional and presentation currencies
The functional and presentation currency of each of the Group’s 
entities is Ukrainian Hryvnia.

foreign currency translation
Transactions denominated in currencies other than the relevant 
functional currency (foreign currencies) are initially recorded in 
the functional currency at the rate in effect at the date the trans-
action first qualifies for recognition. Monetary assets and lia-
bilities denominated in foreign currencies are translated at the 
functional currency spot rate of exchange at the reporting date. 
Non-monetary items that were measured in terms of histori-
cal cost in a foreign currency are retranslated using the exchange 
rate at the date of the initial transaction. The resulting gains and 
losses are recognised in profit and loss.

Non-monetary items measured at fair value in a foreign currency 
are translated using the exchange rates at the date when the fair 
values were determined. The resulting gains and losses are rec-
ognised in line with the recognition of gain or loss on change in 
fair value of the item (i.e., translation difference on items whose 
fair value gain or loss is recognised in other comprehensive in-
come or profit or loss is also recognised in other comprehensive 
income or profit or loss, respectively).

revenue recognition and measurement
Revenue is recognised to the extent that it is probable that the 
economic benefits will flow to the Group and the revenue can be 
reliably measured. Revenues are measured at the fair value of the 
consideration received or receivable, excluding discounts, rebates 
and sales taxes. These taxes are regarded as collected on behalf 
of the authorities.

Revenues primarily comprise sales of:

— Services: revenue from air time charges, interconnection fees, 
periodic fees, connection and one-time subscription fees, FTTB in-
ternet, fixed lines revenues, roaming, value added services;

— Customer equipment: telephony handsets, modems, etc.

air time revenue
The Company earns air time revenue by providing its prepaid and 
post-paid subscribers with access to the cellular network and 
routing their calls through the network and its roaming partners’ 
networks. 

revenue from interconnection
Revenue from interconnection represents the revenue earned for 
the termination of calls from other telecommunications service 
providers’ networks on the Company’s network. Air time and in-
terconnection revenue is recognised in the period when the re-
spective service is rendered.

periodic fees
Periodic fees include fees for subscription to new tariff plans and 
fees for supplementary subscriptions used by subscribers in par-
ticular period, such as periodic fees for subscription to voicemail, 
itemised invoice etc. Periodic fees also include fees for trans-
fer of money between subscribers’ balances, extra money servic-
es and write-offs of unused advances of disconnected subscribers 
etc. Periodic fees are recognised in the period when the respec-
tive service is rendered.

Connection and one-time subscription fees
Connection fees are paid by subscribers for the first time activa-
tion of network service. Revenues from connection are deferred 
and recognised over the period that the fees are earned, which is 
the expected period of customer relationship and approximates 9 
years for contract subscribers and 4 years for prepaid subscrib-
ers (2011: 10 years and 4 years, respectively). The expected period 
of customer relationship is based on the past history of churn and 
expected development of the Company.

One-time subscription fees mainly consist of one-time fees for 
various supplementary subscriptions and also include fees for 
change of subscription type and transfer of subscriptions from 
one location to another. One-time subscription fees are deferred 
and recognised over the period that the fees are earned, which is 
the subscription validity period or, in case of unlimited validity pe-
riod, the expected period of customer relationship, which approx-
imates 9 years for contract subscribers and 4 years for prepaid 
subscribers (2011: 10 years and 4 years, respectively).

fttb internet revenues
Revenue from FTTB services represents fixed monthly charges for 
the internet access provided to the Company’s subscribers. Such 
revenue is recognised in the period when the respective service is 
rendered to subscribers.

fixed lines revenues
Revenue from fixed lines services represents monthly charges to 
the Company’s subscribers for access to the fixed telephone lines 
network and for routing the subscribers’ calls through this net-
work. Such revenue is recognised in the period when the respec-
tive service is rendered to subscribers.

roaming revenues
Roaming revenues include (i) charges for services provided to the 
Company’s subscribers in the networks of its roaming partners 
and (ii) charges for services provided by the Company in its net-
work to subscribers of the Company’s roaming partners. Roaming 
revenues are recognised in the period when the respective servic-
es are rendered.

value added services
Value added services include charges for outgoing SMS and MMS, 
circuit of switched data and packet switched data (WAP, GPRS, 
EDGE etc.). Revenues from value added services are recognised in 
the period when the respective services are rendered.

Customer equipment revenue
Revenues from sales of customer equipment revenue are recog-
nised when the related significant risks and rewards are trans-
ferred to the buyer.

discounts
Discounts are often provided in the form of cash discount. Dis-
counts are recorded in the period when they are earned. Discounts 
are recorded as revenue reductions. Free products or services de-
livered by external parties are recorded as expenses.

presentation
Where the Company’s role in a transaction is a principal, revenue 
is recognised on a gross basis. In this case revenue comprises the 
gross value of the transaction billed to the customer, after trade 
discounts, with any related expenditure charged as an operating 
cost. Where the Company’s role in a transaction is that of an agent, 
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revenue is recognised on a net basis and represents the margin 
earned. The evaluation of whether the Company is acting as prin-
cipal or agent is based on the analysis of the substance of the 
transaction, the responsibility for providing the goods or services 
and setting prices and the underlying financial risks and rewards.

interest income
Interest income is recorded using the effective interest rate, which 
is the rate that exactly discounts the estimated future cash flows 
through the expected life of financial instruments or a shorter pe-
riod, where appropriate, to the net carrying amount of the finan-
cial asset or liability. Interest income is included in finance income 
in the statement of comprehensive income.

deferred revenue
Доходи від послуг мобільного зв'язку визнаються Cellular ser-
vice revenue is recognised on the basis of actual airtime usage 
by the end customer. Unused time on sold prepaid cards is rec-
ognised as deferred revenue until the related services have been 
provided to the subscribers or the prepaid card has expired.

loyalty programs
Customer loyalty credits are accounted for as a separate compo-
nent of the sales transaction, in which they are granted. A portion 
of the fair value of the consideration received is allocated to the 
award credits and deferred, based on estimated number of award 
credits that will actually be redeemed by the customer. This is 
then recognised as revenue over the period that the award cred-
its are redeemed.

deferred connection costs
Initial direct costs incurred in earning connection fees are de-
ferred over the same period as connection revenue, limited to the 
amount of the deferred connection fees. Costs incurred consist 
primarily of the costs of the start packages and dealers’ bonuses. 
In some cases connection costs exceed the respective connection 
fees. Such excess is expensed as incurred.

advertising costs, marketing and sales 
commissions
Advertising costs, marketing and sales commissions are ex-
pensed as incurred, unless they form a part of the costs that are 
deferred in relation to deferral of connection fees as described 

above. Expenditure on advertising and promotional activities is 
recognised as an expense when the Group either has the right to 
access the goods or has received the service.

property, plant and equipment
Property, plant and equipment is stated at cost less accumulat-
ed depreciation and any accumulated impairment losses. Cost in-
cludes professional fees and, for qualifying assets, borrowing 
costs are capitalised. Depreciation is calculated to reduce the cost 
of assets, other than land, to their estimated residual value, if any, 
over their estimated useful lives. Depreciation commences when 
the assets are ready for their intended use.

Repair and maintenance is expensed as incurred. If new parts are 
capitalised, replaced parts are derecognised and any remaining 
net book value is recorded as loss on disposal.

When the expected cost of decommissioning of an asset after its 
use is material to the financial statements, the present value of 
the expected cost of decommissioning of an asset after its use is 
included into the cost of the respective asset if the recognition cri-
teria for a provision are met. Subsequent increases in decommis-
sioning liability as a result of change in assumptions (i.e. period 
till dismantling, cost of dismantling etc.) are recognised in the ad-
ditions to property plant and equipment. Subsequent decreases 
in decommissioning liability as a result of change in assumptions 
are recognised in transfers and reclassifications in property, plant 
and equipment.

Depreciation is calculated on a straight-line basis over the esti-
mated useful life of the asset as follows:

Category Useful life (years)

Local, regional & trunk networks 20

Mobile telephone network and switches 5-15

Radio installations 7

Buildings 10-30

Corporate administrative assets 5-7

Depreciation method, estimated useful life and residual value are 
evaluated at least annually and adjusted prospectively, if appro-
priate. Residual value is estimated to be zero for most of the as-
sets, except for vehicles, which are included in corporate admin-
istrative assets, as the Group does not expect to use vehicles for 
their full economic life.

An item of property, plant and equipment is derecognised up-
on disposal or when no future economic benefits are expected to 
arise from the continued use of the asset or disposal. Any gain or 
loss arising on derecognition of the asset (calculated as the differ-
ence between the net disposal proceeds and the carrying amount 
of the item) is included in profit and loss in the year the item is 
derecognised. 

Leasehold improvements are depreciated over their expected use-
ful lives on the same basis as owned assets or, where shorter, the 
term of the relevant lease.

Construction in progress
Assets under construction are capitalised as a separate compo-
nent of property, plant and equipment. On completion, the con-
structed asset at its cost is transferred to the appropriate catego-
ry of property, plant and equipment. Construction in progress is 
not depreciated.

uninstalled equipment
Uninstalled equipment represents equipment purchased by the 
Group, but not yet put into operation. Uninstalled equipment is not 
depreciated.

land
Freehold land to which the Group has due legal title is included 
in the Group’s statement of financial position at its historical cost. 
Freehold land is not depreciated.

leases
Leases are classified as finance leases whenever the terms of 
the lease transfer substantially all the risks and rewards of own-
ership to the lessee. All other leases are classified as operating 
leases. The evaluation is based on the substance of the transac-
tion. However, there are situations that individually would normal-
ly lead the Group to classify a lease as a finance lease, such as if 
the lease term is more than 75 percent of the estimated economic 

ForewordAbout report 15 yeArs business technicAl 
upgrAde mAss mArket corporAte 

services costumers workplAce community Achievements
annual report 2012

financial  
report

FInAnCIAL  
RepoRt



life or the present value of the minimum lease payments exceeds 
90 percent of the fair value of the leased asset.

The Group may enter into an arrangement that does not take the 
legal form of a lease but conveys a right to use an asset in return 
for a payment or series of payments. Determining whether an ar-
rangement contains a lease is based on the substance of the ar-
rangement and requires an assessment of whether: (a) fulfilment 
of the arrangement is dependent on the use of a specific asset; 
and (b) the arrangement conveys a right to use the asset.

the group as lessee
Property and equipment acquired by way of finance lease is cap-
italised and carried at the lower of its fair value and the present 
value of the minimum lease payments at inception of the lease, 
less accumulated depreciation and impairment losses, if any. 
Leased assets are depreciated over the useful life of the asset. 
However, if there is no reasonable certainty that the Group will 
obtain ownership by the end of the lease term, the asset is de-
preciated over the shorter of the estimated useful life of the asset 
and the lease term.

Operating lease payments are charged to profit and loss on a 
straight-line basis over the term of the relevant lease. Benefits re-
ceived and incentives to enter into an operating lease are also am-
ortised on a straight-line basis over the lease term. Advance lease 
payments made on entering into operating leases or acquiring 
leaseholds are amortised to profit and loss over the lease term.

borrowing costs
Borrowing costs directly attributable to the acquisition, construc-
tion or production of an asset that necessarily takes a substantial 
period of time to get ready for its intended use or sale are capital-
ised as part of the cost of the respective asset. All other borrow-
ing costs are expensed in the period they occur. Borrowing costs 
consist of interest and other costs incurred in connection with the 
borrowing of funds.

intangible assets
Intangible assets acquired separately are initially measured at 
cost. Following initial recognition, intangible assets are carried at 
cost less accumulated amortisation and any accumulated impair-
ment losses.

Internally generated intangible assets, excluding capitalised de-
velopment costs, are not capitalised and expenditure is reflect-
ed in profit and loss in the period, in which the expenditure is 
incurred.

Intangible assets, all of which are determined as having finite use-
ful lives, are amortised over their useful economic lives. The am-
ortisation period and amortisation method for intangible assets is 
reviewed at least annually, and adjusted prospectively, if appro-
priate. Amortisation is provided using the straight-line basis over 
the estimated useful lives of the related assets as follows:

Asset category Useful life (years)

Licenses 10-15

Network and billing software 5-10

Gains and losses arising from derecognition of an intangible as-
set are measured as the difference between the net disposal pro-
ceeds and the carrying amount of the asset and are recognised as 
other expenses in the statement of comprehensive income.

inventories
Inventories are valued at the lower of cost or net realisable val-
ue for items that will be sold as a separate products. Inventories 
that will be sold as part of a transaction with several components, 
which the Group expects to earn net income from, are valued at 
cost even if the selling price of the inventory is below cost price. 
Cost of inventories used is determined using the weighted aver-
age method.

impairment of non-financial assets
The Group assesses, at each reporting date, whether there is 
an indication that an asset may be impaired. If any such indica-
tion exists, or when annual impairment testing for an asset is re-
quired, the Group makes an estimate of the asset's recoverable 
amount. An asset's recoverable amount is the higher of an asset's 
or cash-generating unit's fair value less costs to sell and its val-
ue in use and is determined for an individual asset, unless the as-
set does not generate cash inflows that are largely independent of 
those from other assets or groups of assets. Where the carrying 

amount of an asset or cash generating unit exceeds its recover-
able amount, the asset is considered impaired and is written down 
to its recoverable amount. In assessing value in use, the estimat-
ed future cash flows are discounted to their present value using a 
pre-tax discount rate that reflects current market assessments of 
the time value of money and the risks specific to the asset. In de-
termining fair value less costs to sell, recent market transactions 
are taken into account, if available. If no such transactions can be 
identified, an appropriate valuation model is used. These calcu-
lations are corroborated by valuation multiples or other available 
fair value indicators. Impairment losses of continuing operations 
are recognised in profit and loss.

A cash generating unit is the smallest identifiable group of assets 
that generates cash inflows that are largely independent of the 
cash inflows from other assets or groups of assets. Based on the 
specifics of the Group’s operations, the management concluded 
that the Group has one cash generating unit, which is the Compa-
ny’s network as a whole.

An assessment is made at each reporting date as to whether there 
is any indication that previously recognised impairment losses 
may no longer exist or may have decreased.

If such indication exists, the recoverable amount is estimated. A 
previously recognised impairment loss is reversed only if there 
has been a change in the estimates used to determine the as-
set's recoverable amount since the last impairment loss was rec-
ognised. If that is the case the carrying amount of the asset is in-
creased to its recoverable amount. That increased amount cannot 
exceed the carrying amount that would have been determined, net 
of depreciation, had no impairment loss been recognised for the 
asset in prior years. Such reversal is recognised in profit and loss. 
After such a reversal the depreciation charge is adjusted in future 
periods to allocate the asset's revised carrying amount, less any 
residual value, on a systematic basis over its remaining useful life.

financial assets
initial recognition and measurement
Financial assets within the scope of IAS 39 are classified as finan-
cial assets at fair value through profit or loss, loans and receiv-
ables, held-to-maturity investments, available-for-sale financial 
assets, or as derivatives designated as hedging instruments in an 
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effective hedge, as appropriate. The Group determines the classi-
fication of its financial assets at initial recognition.

Purchases or sales of financial assets that require delivery of as-
sets within a time frame established by regulation or convention 
in the marketplace (regular way purchases) are recognised on the 
trade date, i.e., the date that the Group commits to purchase or 
sell the asset.

The Group’s financial assets include cash and cash equivalents, 
trade and other receivables and interest-free reimbursable finan-
cial aid, all of which are classified as loans and receivables in ac-
cordance with IAS 39.

Loans and receivables are non-derivative financial assets with 
fixed or determinable payments that are not quoted in an  active 
market. They are initially recognised at fair value plus  directly 
attributable transaction costs, if any. In the case of transac-
tions with entities under common control, any excess of nominal 
amount over the fair values at initial recognition is charged to re-
tained earnings.

subsequent measurement
After initial measurement, loans and receivables are subsequent-
ly measured at amortised cost using the effective interest rate 
method, less impairment. Amortised cost is calculated by taking 
into account any discount or premium on acquisition and fees or 
costs that are integral part of the effective interest rate. The am-
ortisation is included in finance income in the statement of com-
prehensive income.

financial liabilities
initial recognition and measurement
Financial liabilities within the scope of IAS 39 are classified as fi-
nancial liabilities at fair value through profit or loss, loans and 
borrowings, or as derivatives designated as hedging instruments 
in an effective hedge, as appropriate. The Group determines the 
classification of its financial liabilities at initial recognition.

Financial liabilities are recognised initially at fair value less, in the 
case of loans and borrowings, directly attributable transaction 
costs.

The Group’s financial liabilities mainly include trade and other pay-
ables and loans and borrowings.

subsequent measurement
After initial recognition, interest-bearing loans and borrowings 
and trade and other payables with fixed maturity are subsequent-
ly measured at amortised cost using the effective interest rate 
method.

Gains and losses are recognised in profit or loss when the liabili-
ties are derecognised as well as through the effective interest rate 
method amortisation process. Amortised cost is computed us-
ing the effective interest method by taking into account any premi-
um or discount on acquisition and includes transaction costs and 
fees that are an integral part of the effective interest rate. The ef-
fective interest rate amortisation is included in finance costs in 
the statement of comprehensive income. Offsetting of financial 
instruments.

Financial assets and financial liabilities are offset and the net 
amount reported in the consolidated statement of financial posi-
tion if, and only if, there is a currently enforceable legal right to 
offset the recognised amounts and there is an intention to set-
tle on a net basis, or to realise the assets and settle the liabilities 
simultaneously.

fair value of financial instruments
The fair value of financial instruments that are traded in active 
markets at each reporting date is determined by reference to 
quoted market prices or dealer price quotations (bid price for long 
positions and ask price for short positions), without any deduc-
tions for transaction costs. For financial instruments not traded in 
an active market, fair value is determined using appropriate valu-
ation techniques. Such techniques may include using recent arm’s 
length market transactions; reference to the current fair value 
of another instrument that is substantially the same; discounted 
cash flow analysis or other valuation models.

impairment of financial assets
The Group assesses, at each reporting date, whether there is any 
objective evidence that a financial asset or a group of financial as-
sets is impaired. A financial asset or a group of financial assets is 
deemed to be impaired if, and only if, there is objective evidence 
of impairment as a result of one or more events that has occurred 
after the initial recognition of the asset (an incurred ‘loss event’) 
and that loss event has an impact on the estimated future cash 

flows of the financial asset or the group of financial assets that 
can be reliably estimated.

Evidence of impairment may include indications that the debtors 
or a group of debtors is experiencing significant financial difficulty, 
default or delinquency in interest or principal payments, the prob-
ability that they will enter bankruptcy or other financial reorgan-
isation and where observable data indicate that there is a measur-
able decrease in the estimated future cash flows, such as changes 
in arrears or economic conditions that correlate with defaults.

For financial assets carried at amortised cost, the Group first as-
sesses whether objective evidence of impairment exists individu-
ally for financial assets that are individually significant, or collec-
tively for financial assets that are not individually significant. If the 
Group determines that no objective evidence of impairment exists 
for an individually assessed financial asset, whether significant or 
not, it includes the asset in a group of financial assets with simi-
lar credit risk characteristics and collectively assesses them for 
impairment. Assets that are individually assessed for impairment 
and for which an impairment loss is, or continues to be, recog-
nised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been in-
curred, the amount of the loss is measured as the difference be-
tween the asset’s carrying amount and the present value of esti-
mated future cash flows (excluding future expected credit losses 
that have not yet been incurred). The present value of the estimat-
ed future cash flows is discounted at the financial asset’s original 
effective interest rate. If an instrument has a variable interest rate, 
the discount rate for measuring any impairment loss is the cur-
rent effective interest rate. The carrying amount of the asset is re-
duced through the use of an allowance account and the amount 
of the loss is recognised in profit and loss for all impaired finan-
cial assets, except for reimbursable interest-free financial aid pro-
vided to entity under common control, for which the difference be-
tween the carrying amount and fair value is recognised as equity 
distribution to the shareholders.

Loans and receivables together with the associated allowance are 
written off when there is no realistic prospect of future recovery 
and/or when the statute of limitation has expired. If, in a subse-
quent year, the amount of the estimated impairment loss increas-
es or decreases because of an event occurring after the impair-
ment was recognised, the previously recognised impairment loss 
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is increased or reduced by adjusting the allowance account. If a 
future write-off is later recovered, the recovery is credited to fi-
nance costs in the statement of comprehensive incomeDerecogni-
tion of financial instruments

financial assets
A financial asset (or, where applicable a part of a financial asset or 
part of a group of similar financial assets) is derecognised when:

— the rights to receive cash flows from the asset have expired or 

— the Group has transferred its rights to receive cash flows from 
the asset or has assumed an obligation to pay the received cash 
flows in full without material delay to a third party under a ‘pass-
through’ arrangement and either (a) the Group has transferred sub-
stantially all the risks and rewards of the asset, or (b) the Group 
has neither transferred nor retained substantially all the risks and 
rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows 
from an asset or has entered into a pass-through arrangement, 
and has neither transferred nor retained substantially all the risks 
and rewards of the asset nor transferred control of the asset, a 
new asset is recognised to the extent of the Group’s continuing in-
volvement in the asset. In that case, the Group also recognises an 
associated liability. The transferred asset and the associated lia-
bility are measured on the basis that reflects the rights and obli-
gations that the Group has retained.

Continuing involvement that takes the form of a guarantee over 
the transferred asset, is measured at the lower of the original car-
rying amount of the asset and the maximum amount of consider-
ation that the Group could be required to repay.

financial liabilities
A financial liability is derecognised when the obligation under the 
liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the 
same lender on substantially different terms, or the terms of an 
existing liability are substantially modified, such an exchange or 
modification is treated as a derecognition of the original liability 
and the recognition of a new liability, and the difference in the re-
spective carrying amounts is recognised in profit or loss.

employee benefits
The Group makes defined contributions to the State Pension Fund 
at the relevant statutory rates in force during the year, based on 
gross salary payments; such an expense is charged in the period 
when the related salaries are earned.

In addition to the above, employees of the Group are entitled to ju-
bilee and post-employment benefits.

Jubilee benefits are paid out on occasion of anniversary, while 
post-employment benefits are paid out as a one-off benefit up-
on retirement. The amount of those benefits depends on the ten-
ure with the Company and the average salary. The benefits pay-
able under these arrangements are unfunded. The expected cost 
of providing employee benefits is determined annually using the 
projected unit credit actuarial valuation method to calculate the 
net present value of benefit obligations at the reporting date. The 
balance of employee benefit obligations equals discounted pay-
ments to be made in the future and accounts for staff turnover and 
relates to the period to the reporting date. Demographic informa-
tion and assumptions on staff turnover are based on historical da-
ta. Gains and losses resulting from the use of actuarial valuation 
methodologies to calculate post-employment benefits are recog-
nised when the cumulative unrecognised actuarial gains or loss-
es for the plan at the end of the previous reporting period exceed 
10% of defined benefit obligation at that date. These gains or loss-
es are recognised as income or expense over the expected av-
erage remaining working lives of the employees participating in 
the plan. Any actuarial gains or losses relating to jubilee benefits 
are recognised in profit or loss in the period in which they arise. 
The past service cost is recognised as an expense on a straight-
line basis over the average period until the benefits become vest-
ed. If the benefits are already vested following the introduction 
of, or changes to, a pension plan, past service cost is recognised 
immediately.

The defined benefit liability is the aggregate of the present value 
of the defined benefit obligation and actuarial gains and losses not 
recognised reduced by past service cost not yet recognised.

taxes
Current income tax
Поточні податкові активи та зобов'язання за поточний 
тCurrent tax assets and liabilities for the current and prior peri-

ods are measured at the amount expected to be recovered from or 
paid to the taxation authorities. The tax rates and tax laws used to 
compute the amount are those that are enacted or substantively 
enacted by the reporting date.

deferred income tax
Deferred income tax is provided using the liability method on tem-
porary differences at the reporting date between the tax bases of 
assets and liabilities and their carrying amounts for financial re-
porting purposes.

Deferred tax liabilities are recognised for all taxable temporary 
differences, except:

— where the deferred tax liability arises from the initial recogni-
tion of goodwill or of an asset or liability in a transaction that is 
not a business combination and, at the time of the transaction, af-
fects neither the accounting profit nor taxable profit or loss; and

— in respect of taxable temporary differences associated with in-
vestments in subsidiaries, where the timing of the reversal of the 
temporary differences can be controlled and it is probable that the 
temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible tem-
porary differences and carry forward of unused tax losses, to 
the extent that it is probable that taxable profit will be available 
against which the deductible temporary differences and the carry 
forward of unused tax losses can be utilised, except:

— when the deferred income tax asset relating to the deductible 
temporary difference arises from the initial recognition of an asset 
or liability in a transaction that is not a business combination and, 
at the time of the transaction, affects neither the accounting profit 
nor taxable profit or loss; and

— in respect of deductible temporary differences associated with 
investments in subsidiaries, deferred tax assets are recognised 
only to the extent that it is probable that the temporary differenc-
es will reverse in the foreseeable future and taxable profit will be 
available against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at 
each reporting date and reduced to the extent that it is no longer 
probable that sufficient taxable profit will be available to allow all 
or part of the deferred income tax asset to be utilised. Unrecog-
nised deferred income tax assets are reassessed at each 
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reporting date and are recognised to the extent that it has become 
probable that future taxable profit will allow the deferred tax as-
set to be recovered. Deferred income tax assets and liabilities are 
measured at the tax rates that are expected to apply in the year 
when the asset is realised or the liability is settled, based on tax 
rates (and tax laws) that have been enacted or substantively en-
acted at the reporting date.

Deferred tax relating to items recognised outside profit or loss 
is recognised outside profit or loss. Deferred tax items are rec-
ognised in correlation to the underlying transaction either in oth-
er comprehensive income or directly in equity.Current income tax 
Deferred tax assets and deferred tax liabilities are offset, if a le-
gally enforceable right exists to set off current tax assets against 
current tax liabilities and the deferred taxes relate to the same 
taxable entity and the same taxation authority.

value-added tax
Revenues, expenses and assets are recognised net of value-add-
ed tax (VAT) except:

— where VAT incurred on a purchase of assets or services is not 
recoverable from the taxation authority, in which case VAT is rec-
ognised as part of the cost of acquisition of the asset or as part of 
expense item as applicable; and

— receivables and payables are stated with the amount of VAT 
included.

The net amount of VAT recoverable from, or payable to, the taxa-
tion authority is disclosed in the notes to the consolidated state-
ment of financial position.

Current/non-current classification
An asset/liability is classified as current, when it is expected to 
be realised (settled) or is intended for sale or consumption with-
in twelve months after the reporting date. Other assets/liabilities 
are classified as non-current. Financial instruments are classified 
based on expected life. Deferred revenues and respective costs of 
connection are classified as current.

Cash and cash equivalents
Cash and cash equivalents include cash at banks and on hand and 
short-term deposits with an original maturity of three months 
or less.

For the purpose of consolidated cash flow statement, cash and 
cash equivalents consists of cash and cash equivalents as defined 
above, net of outstanding bank overdrafts, if any.

provisions
Provisions are recognised when the Group has a present obliga-
tion (legal or constructive) as a result of a past event, it is proba-
ble that an outflow of resources embodying economic benefits will 
be required to settle the obligation and a reliable estimate can be 
made of the amount of the obligation. Where the Group expects 
some or all of a provision to be reimbursed, for example under an 
insurance contract, the reimbursement is recognised as a sepa-
rate asset but only when the reimbursement is virtually certain. 
The expense relating to any provision is presented in profit and 
loss net of any reimbursement.

If the effect of the time value of money is material, provisions are 
discounted using a current pre-tax rate that reflects, where ap-
propriate, the risks specific to the liability. Where discounting is 
used, the increase in the provision due to the passage of time is 
recognised as a finance cost.

Contingent assets and liabilities
A contingent asset is not recognised in the financial statements, 
but disclosed when an inflow of economic benefits is probable.

Contingent liabilities are not recognised in the financial state-
ments unless it is probable that an outflow of economic resourc-
es will be required to settle the obligation and it can be reasonably 
estimated. They are disclosed unless the possibility of an outflow 
of resources embodying economic benefits is remote.

treasury shares
Treasury shares are recognised at purchase price and are deduct-
ed from equity. No gain or loss is recognised in the profit and loss 
on the purchase, sale, issue or cancellation of the Group’s own 
equity instruments. Any difference between the carrying amount 
and the consideration, if shares are reissued, is recognised in 
share premium. Voting rights related to treasury shares are nulli-
fied for the Group and no dividends are allocated to them.

events after the reporting date
Events after the reporting date that provide additional information 
on the Group’s position at the reporting date (adjusting events) are 

reflected in the consolidated financial statements. Events after the 
reporting date that are not adjusting events are disclosed in the 
notes when material.

transactions with the parent and entities under 
common control
The transactions with parent and entities under common control 
are recognised in the consolidated financial statements at fair val-
ue. The difference between fair value and the amount of the trans-
action is recognised as contribution or distribution to the share-
holders through the Company’s equity.

reclassification of comparative information
In 2012 the Company has made certain reclassifications 
of comparative information for 2011 in order to conform 
with 2012 presentation.
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6. CritiCal aCCounting judgements and Key sourCes 
of estimation unCertainty
Key sources of estimation uncertainty — critical accounting estimates
Certain amounts included in or affecting the consolidated financial statements and related disclosures 
must be estimated, requiring management to make assumptions with respect to values or conditions 
which cannot be known with certainty at the time the consolidated financial statements are prepared. 

A ‘critical accounting estimate’ is one, which is both important to the portrayal of the Group’s financial 
condition and results and requires management’s most difficult, subjective or complex judgments, 
often as a result of the need to make estimates about the effect of matters that are inherently 
uncertain.

Management evaluates such estimates on an ongoing basis, based upon historical results and 
experience, consultation with experts, trends and other methods, which management considers 
reasonable in the particular circumstances, as well as the forecasts as to how these might change 
in the future. However, uncertainty about these estimates could result in outcomes that require a 
material adjustment to the carrying amount of an asset or liability affected in future periods.

revenue recognition
The main part of the Group’s revenues is earned from mobile services, such as airtime, one-time 
connection fees or periodic subscriptions. The Company has many subscribers and offers a number 
of different services with different tariff plans. The Company also provides discounts of various types, 
often in connection with different campaigns. Revenues from one-time subscriptions or connections 
to the Company's network are recognised as deferred revenue and released to the profit and loss in 
the periods when these revenues are earned, based on the average customer relationship period. The 
management regularly reviews its estimates in respect of customer relationship period, based on 
the historical experience and its plans for future development of the Company. As at 31 December 
2012 the management estimated the customer relationship period to be equal to 9 years for contract 
subscribers and 4 years for prepaid subscribers (2011: 10 years and 4 years, respectively). As a result 
of change in the abovementioned accounting estimates starting from 1 January 2012, the Group’s 
profit before tax for the year 2012 increased by UAH 254 thousand.

deferred tax assets
Deferred tax assets are recognised for all deductible temporary differences to the extent that it is 
probable that taxable profit will be available against which the losses can be utilised. Significant 
management judgment is required to determine the amount of deferred tax assets that can be 
recognised, based upon the likely timing and the level of future taxable profits together with future 
tax planning strategies. Please refer to Note 10 for additional information on the Group’s tax position.

depreciation and amortisation
Depreciation and amortisation methods are based on management estimates of the expected 
useful lives of property, plant and equipment and intangible assets. Estimates may change due to 

technological developments, competition, changes in market conditions and other factors and may 
result in changes in the estimated useful lives and in the amortisation or depreciation charges. Some 
technological developments are difficult to predict and the Group’s views on the trends and pace 
of development may change over time. Some of the assets and technologies, in which the Group 
invested several years ago, are still in use and provide the basis for the new technologies.

The useful lives of property, plant and equipment and intangible assets are reviewed at least annually 
taking into consideration the factors mentioned above and all other important factors. In case of 
significant changes in estimated useful lives, depreciation and amortisation charges are adjusted 
prospectively.

In 2012 the Group has changed useful lives for the following groups for property, plant and equipment
and intangible assets:

Category of asset Useful life before 
1 january 2012

useful life after 
1 january 2012

From the group «Buildings» the categories:
3.1 — Visit centres, Information and service 
centres 4 10

From group «Mobile telephone network and switches» the categories:

8.1 — Energy-saving equipment 5 7

8.4 — Air conditioners 3 5

From the group «Corporate administrative assets» the categories:

9.1 — Servers and DB 3 7

10.1 — Office equipment 3 5

10.2 — Instrument 3 5

10.3 — Office equipment 3 5

10.4 — Furniture 3 5

10.5 — Other production equipment 3 5

11.2 — Software 5 10

11.3 — Other intangible assets 3 5

12.1 — Vehicles 4 5

As a result of change in the abovementioned accounting estimates starting from 1 January 2012, the 
Company’s profit before tax for the year 2012 increased by UAH 262,554 thousand.
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impairment of non-financial assets
The Group has made significant investments in property, plant and 
equipment and intangible assets. These assets are tested for im-
pairment when circumstances indicate there may be a poten-
tial impairment. Factors considered important which could trig-
ger an impairment evaluation include the following: significant fall 
in market values, significant underperformance relative to histori-
cal or projected future operating results, significant changes in the 
use of assets or the strategy for the Group’s overall business, in-
cluding assets that are decided to be phased out or replaced and 
assets that are damaged or taken out of use, significant negative 
industry or economic trends and significant cost overruns in the 
development of assets.

Estimating recoverable amounts of assets must in part be based 
on management’s evaluations, including determining appropriate 
cash generating units, estimates of future performance, revenue 
generating capacity of the assets, assumptions of the future mar-
ket conditions and the success in marketing of new products and 
services. Changes in circumstances and in management’s evalu-
ations and assumptions may give rise to impairment losses in the 
relevant periods.

legal proceedings and claims
The Group is a subject to various legal proceedings and claims, 
the outcomes of which are subject to significant uncertainty. Man-
agement evaluates, among other factors, the degree of probability 
of an unfavourable outcome and the ability to make a reasonable 
estimate of the amount of loss. Unanticipated events or changes 
in these factors may require to increase or decrease the amount 
to be accrued for any matter or accrue for a matter that has not 
been previously accrued because it was not considered probable 
or a reasonable estimate could not be made.

7. ifrss and ifriC interpretations 
not yet effeCtive
A number of new standards, amendments to standards and inter-
pretations are not yet effective for the year ended 31 December 
2012, and have not been applied in preparing these consolidated 
financial statements.

Standards issued but not yet effective up to the date of issuance 
of the Group’s consolidated financial statements are listed below. 
The Group intends to adopt those standards when they become 
effective.

IAS 1 Financial Statement Presentation — Presentation of Items 
of Other Comprehensive Income (OCI)

The amendments to IAS 1 change the grouping of items presented 
in other comprehensive income (OCI). Items that could be reclas-
sified (or ‘recycled’) to profit or loss at a future point in time (for 
example, actuarial gains and losses on defined benefit plans and 
revaluation of land and buildings) would be presented separate-
ly from items that will never be reclassified (for example, net gain 
on hedge of net investment, exchange differences on translation 
of foreign operations, net movement on cash flow hedges and net 
loss or gain on available-for-sale financial assets). The amend-
ment affects presentation only and has no impact on the Group’s 
financial position or performance. The amendment becomes ef-
fective for annual periods beginning on or after 1 July 2012, and 
will therefore be applied in the Group’s first annual report after be-
coming effective.

ias 19 Employee Benefits (Revised)

The IASB has issued numerous amendments to IAS 19. First, the 
corridor method is removed and, therefore, all changes in the 
present value of the defined benefit obligation and in the fair value 
of plan assets will be recognised immediately as they occur. Sec-
ondly, the amendment will eliminate the current ability for enti-
ties to recognise all changes in the defined benefit obligation and 
in plan assets in profit or loss. Thirdly, the expected return on plan 
assets recognised in profit or loss will be calculated based on the 
rate used to discount the defined benefit obligation. The amended 
standard shall be applied for annual periods beginning on or after 
1 January 2013 and early adoption is permitted. The amendment 
generally applies retrospectively. The Group has not analysed the 
likely impact of the amended standard on its financial position or 
performance.

IAS 32 Financial Instruments: Presentation — Offsetting Financial 
Assets and Financial Liabilities

These amendments clarify the meaning of «currently has a legal-
ly enforceable right to set-off». The amendments also clarify the 
application of the IAS 32 offsetting criteria to settlement systems 

(such as central clearing house systems) which apply gross set-
tlement mechanisms that are not simultaneous.

These amendments are not expected to impact the Group’s finan-
cial position or performance and become effective for annual peri-
ods beginning on or after 1 January 2014.

IFRS 7 Financial Instruments: Disclosures — Offsetting Financial 
Assets and Financial Liabilities

These amendments require an entity to disclose information about 
rights to set-off and related arrangements (e.g., collateral agree-
ments). The disclosures would provide users with information 
that is useful in evaluating the effect of netting arrangements on 
an entity’s financial position. The new disclosures are required for 
all recognised financial instruments that are set off in accordance 
with IAS 32 Financial Instruments: Presentation. The disclosures 
also apply to recognised financial instruments that are subject to 
an enforceable master netting arrangement or similar agreement, 
irrespective of whether they are set off in accordance with IAS 32. 
These amendments will not impact the Group’s financial position 
or performance and become effective for annual periods begin-
ning on or after 1 January 2013.

ifrs 9 Financial Instruments: Classification and Measurement

IFRS 9, as issued, reflects the first phase of the IASBs work on the 
replacement of IAS 39 and applies to classification and measure-
ment of financial assets and financial liabilities as defined in IAS 
39. In December 2011 the IASB issued Mandatory Effective Date 
and Trasition Disclosures (amendments to IFRS 9 and IFRS 7) ac-
cording to which entities shall apply IFRS 9 as amended for annual 
periods beginning on or after 1 January 2015. In subsequent phas-
es, the IASB will address hedge accounting and impairment of fi-
nancial assets. The adoption of the first phase of IFRS 9 will have 
an effect on the classification and measurement of the Group’s fi-
nancial assets, but will potentially have no impact on classifi-
cation and measurements of financial liabilities. The Group will 
quantify the effect in conjunction with the other phases, when is-
sued, to present a comprehensive picture.

IFRS 10 Consolidated Financial Statements, IAS 27 Separate Fi-
nancial Statements

IFRS 10 replaces the portion of IAS 27 Consolidated and Separate 
Financial Statements that addresses the accounting for con

ForewordAbout report 15 yeArs business technicAl 
upgrAde mAss mArket corporAte 

services costumers workplAce community Achievements
annual report 2012

financial  
report

FInAnCIAL  
RepoRt



solidated financial statements. It also addresses the issues raised 
in SIC-12 Consolidation — Special Purpose Entities. IFRS 10 es-
tablishes a single control model that applies to all entities includ-
ing special purpose entities. The changes introduced by IFRS 10 
will require management to exercise significant judgement to de-
termine which entities are controlled and therefore are required to 
be consolidated by a parent, compared with the requirements that 
were in IAS 27. Based on the preliminary analyses performed, IF-
RS 10 is not expected to have any impact on the currently held in-
vestments of the Group.

This standard becomes effective for annual periods beginning on 
or after 1 January 2013.

IFRS 12 Disclosure of Involvement with Other Entities

IFRS 12 includes all of the disclosures that were previously in IAS 
27 related to consolidated financial statements, as well as all of 
the disclosures that were previously included in IAS 31 and IAS 
28. These disclosures relate to an entity’s interests in subsidiaries, 
joint arrangements, associates and structured entities.

A number of new disclosures are also required. This standard be-
comes effective for annual periods beginning on or after 1 January 
2013. The Group expects that the amendment will require addi-
tional disclosures in its consolidated financial statements, but will 
have no impact on the Group’s financial position or performance.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all 
fair value measurements. IFRS 13 does not change when an en-
tity is required to use fair value, but rather provides guidance on 
how to measure fair value under IFRS when fair value is required 
or permitted. The Group is currently assessing the impact that this 
standard will have on the financial position and performance. This 
standard becomes effective for annual periods beginning on or af-
ter 1 January 2013.

annual improvements may 2012
These improvements will not have an impact on the Group, but 
include:

IFRS 1 First-time Adoption of International Financial Reporting 
Standards

This improvement clarifies that an entity that stopped applying 
IFRS in the past and chooses, or is required, to apply IFRS, has 
the option to re-apply IFRS 1. If IFRS 1 is not re-applied, an enti-
ty must retrospectively restate its financial statements as if it had 
never stopped applying IFRS.

IAS 1 Presentation of Financial Statements

This improvement clarifies the difference between voluntary ad-
ditional comparative information and the minimum required com-
parative information. Generally, the minimum required compara-
tive information is the previous period.

IAS 16 Property Plant and Equipment

This improvement clarifies that major spare parts and servicing 
equipment that meet the definition of property, plant and equip-
ment are not inventory.

IAS 32 Financial Instrument: Presentation

This improvement clarifies that income taxes arising from distri-
butions to equity holders are accounted for in accordance with IAS 
12 Income Taxes.

IAS 34 Interim Financial Reporting

The amendment aligns the disclosure requirements for total seg-
ment assets with total segment liabilities in interim financial 
statements. This clarification also ensures that interim disclo-
sures are aligned with annual disclosures.

These improvements are effective for annual periods beginning on 
or after 1 January 2013.

The Group expects that new standards and amendments listed be-
low will have no impact on its financial

position, financial performance or disclosures in the consolidated 
financial statements:

— IAS 28 Investments in Associates and Joint Ventures (as revised 
in 2011)

— IFRS 1 First-Time Adoption of IFRS — Governmental Loans

— IFRS 11 Joint Arrangements

— IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine

ForewordAbout report 15 yeArs business technicAl 
upgrAde mAss mArket corporAte 

services costumers workplAce community Achievements
annual report 2012

financial  
report

FInAnCIAL  
RepoRt



8. aCquisition of assets 
and liabilities of jsC «uKrainian 
radiosystems»
On 1 October 2012 the Company entered into the agreements with 
the shareholders of Joint Stock Company Ukrainian Radiosys-
tems (‘URS’) to acquire 100% shares in this entity. All counterpar-
ties of these agreements are entities under common control of the 
ultimate parent. The URS shares were transferred to the Compa-
ny on 1 October 2012. At the date of acquisition URS did not con-
stitute a business in the meaning of the definition set out in IFRS 3 
Business combinations, as it did not represent an integrated set of 
activities and assets that is capable of being conducted and man-
aged for the purpose of providing a return in the form of dividends, 
lower costs or other economic benefits directly to investors. Thus, 
the acquisition was recognised in these consolidated financial 
statements as the acquisition of identifiable assets and liabilities 
at their relative fair values as at 01 October 2012.

At the date of transaction the amounts due by URS to the Company 
comprised (1) accounts payable for national roaming at carrying 
amount which is equal to its fair value of UAH 200,071 thousand 
and (2) outstanding balance of short-term reimbursable interest-
free financial aid granted by the Company in 2010-2011 at carry-
ing amount which is equal to its fair value of UAH 2,740,117 thou-
sand. The abovementioned debts together with cash consideration 
of UAH 5 paid to former shareholders of URS comprise consider-
ation for the acquisition of assets and liabilities of JSC Ukrainian 
Radiosystems

At the date of transaction 
URS had accumulated tax 
 losses of UAH 1,130,047 
thousand. These tax losses 
were not recognised in 
these consolidated financial 
statements due to significant 
uncertainties with regard to 
the amount that will ultimately 
be allowed for carry forward.

The fair values of identifiable assets and liabilities of JSC Ukrainian Radiosystems were as follows:

ASSetS At the acquisition 
date

Non-current assets

Intangible assets 4,131

Current assets

Inventories 742

Trade and other receivables 198,806

Prepaid taxes, other than income tax 118

Other current assets 18,918

Cash and cash equivalents 89,425

Assets of disposal group classified as held for sale 22,565

334,705

LIAbILItIeS

Non-current liabilities

Other non-current financial liabilities (25,859)

Current liabilities

Deferred revenue (184)

Provisions (517)

Taxes payable, other than income tax (53,025)

Trade and other payables (52,931)

Other current liabilities (122,214)

(254,730)

net assets at fair value 79,975

Consideration for the assets and liabilities acquired 2,940,188
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9. revenues and expenses

RevenUeS 2012 2011
Air time charges 4,045,408 5,348,426
Periodic fees 3,815,061 2,384,073
Interconnection revenue 2,346,608 2,146,349
Value added services 1,138,602 1,022,885
Roaming and access to network 643,726 712,468
FTTB internet revenues 273,553 126,592
Customer equipment revenue 234,577 54,201
Roaming revenue (subscribers) 229,773 229,756
Connection and one-time subscription fees 194,508 175,903
Fixed lines 106,921 65,398
Other revenue 103,559 66,294

13,132,296 12,332,345

Starting from August 2012 Kyivstar changed the business process of providing content services to their 
customers. Therefore, the revenue from providing these services since August 2012 was reported on a 
gross basis. The estimated effect for the period August-December 2012 is UAH 60,660 thousand.

CoStS oF mAteRIALS And tRAFFIC ChARgeS 2012 2011
Interconnection 2,017,919 1,786,240
Cost of materials 469,389 218,830
Roaming expenses 115,658 168,802
Leased line costs 60,560 19,039

2,663,526 2,192,911

SALARIeS And peRSonneL CoStS 2012 2011
Salaries, holiday pay and other employee benefits 743,745 739,307
Social security taxes 196,349 174,253
Medical insurance 32,772 34,090
Training 672 1,094

973,538 948,744

The average number of employees of the Group in 2012 is 4,356 (2011: 4,502).

otheR opeRAtIng expenSeS 2012 2011
Repair and maintenance 776,021 712,021
Operating leases of land and buildings 399,219 320,958
Marketing and sales commission 396,814 340,688
Local taxes and non-refundable VAT 387,715 247,718
Advertising 241,717 265,650
Electricity 220,467 171,192
Consultancy fees and external personnel 122,308 92,096
Insurance 92,466 68,201
Materials and supplies 34,739 30,476
License and research fees 33,104 24,254
Bad debts 28,605 -
Business trip expenses 15,622 18,962
Postage, freight, distribution and telecommunication 9,030 9,100
Bank charges 2,572 3,508
Other operating expenses 23,885 20,992

2,784,284 2,325,816

otheR expenSeS 2012 2011
Loss on disposal of property, plant and equipment, intangible 
assets and assets held for sale 198,799 56,294

Contributions and donations 3,309 3,623
Other expenses 1,665 -

203,773 59,917

amortisation, depreCiation 
And ImpAIRment LoSSeS

property, plant 
and equipment Intangible assets

2012 2011 2012 2011
Depreciation and amortisation 1,370,511 1,722,674 160,030 386,834
Impairment losses, net of reversals 28,556 12,476 - -

1,399,067 1,735,150 160,030 386,834
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In 2012 the Group recognised impairment losses on property, plant and equipment in amount of UAH 
37,504 thousand (2011: UAH 25,283 thousand), based on internal indications of impairment for various 
individual components of network equipment, as the Group did not plan to use this equipment in 
future. Assets identified as no longer in use were written down to their recoverable amounts, which 
were based on value in use determined for individual assets, usually zero.

In addition, in 2012 the Group recognised reversal of impairment losses in respect of network 
equipment in amount of UAH 8,948 thousand (2011: UAH 12,807 thousand) as a result of changes in 
tariff policies and respective plans for future usage of previously impaired network equipment in 
accordance with adjusted capital expenditure budgets for future years.

FInAnCe InCome 2012 2011
Interest income 162,956 226,390
Total interest income 162,956 226,390
Unwinding of discount on other current financial assets 441,191 719,737

604,147 946,127

FInAnCe CoStS 2012 2011
Interest charges related to bank loans 1,290 3,959
Interest expenses on other non-current liability 497 -
Total interest charges 1,787 3,959
Other finance costs 2,698 4,244

2,663,526 2,192,911

10. inCome tax
The Group’s income was subject to taxation in Ukraine only. In 2010, the Ukrainian Parliament 
approved the Tax Code, which superseded the Law of Ukraine ‘On Corporate Income Tax’ starting 
from 1 April 2011. New Tax Code significantly changed the rules for tax base calculation and provided 
for gradual decrease in tax rates from 25% to 16% over the next few years. During the year of 2012, 
corporate income tax was levied on taxable income less deductible expenses at a rate of 21%.

The major components of income tax expense for the years ended 31 December 2012 and 2011 are:

2012 2011
Current income tax:
Current income tax charge 469,389 218,830

deferred tax:
Relating to origination and reversal of temporary differences 195,661 371,479
Income tax expense 1,242,476 1,376,114

Reconciliations between tax expense and the product of accounting profit multiplied by the tax rate for
the years ended 31 December 2012 and 2011 are as follows:

2012 2011
Accounting profit before tax 5,571,813 5,643,644
Income tax at actual rate 25%, starting from 1 April 2011 — 23%) 1,170,081 1,319,595
Non — taxable income for tax purposes (13,756) (5,619)
Non — deductible expenses for tax purposes 45,607 20,022
Taxable income not recognised in financial accounting 28,350 -
Other changes (reassessment of temporary differences, effect of 
changes in tax rules, effect of changes in tax rates) 12,194 42,116

1,242,476 1,376,114
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Deferred tax assets and liabilities relate to the following items in 2012:

31-dec-12 Recognised in 
profit and loss

Recognised in 
equity 31-dec-11

Deferred tax liabilities:

Deferred expenses (iii) 13,601 (3,794) - 17,395
Prepayments (iii) - (627) - 627
Trade and other receivables 3,099 (4,127) - 7,226

16,700 (8,548) - 25,248

Deferred tax assets:

Property, plant and equipment (i) 31,198 73,517) - 104,715
Intangible assets (i) 18,356 (9,551) - 27,907
Other current financial assets (iv) - (92,650) (28,496) 121,146
Other current liabilities (iv) 34,859 (1,812) - 36,671
Employee benefits (iii) 8,509 (18) - 8,527
Prepayments (iii) 252 252 - -
Advances received and deferred 
revenue (iii) 38,208 (8,897) - 47,105

Inventories (ii) 832 792 - 40
Trade and other payables (iii) 50,124 (3,419) - 53,543
Provisions (iii) 9,315 4,568 - 4,747
Taxes payable, other than income 
tax (iii) 2,377 2,377 - -

Other liabilities - (22,334) - 22,334
Accumulated tax losses 8,092 8,092 - -

202,122 (196,117) (28,496) 426,735
Unrecognised portion 
of the deferred tax assets (8,092) (8,092) - -

Net deferred tax asset 177,330 (195,661) (28,496) 401,487

Deferred tax assets and liabilities relate to the following items in 2011:

31-dec-11 Recognised in 
profit and loss

Recognised in 
equity 31-dec-10

Deferred tax liabilities:

Deferred expenses (iii) 17,395 (2,990) - 20,385
Prepayments (iii)
Trade and other receivables 627 (16,012) - 16,639

25,248 (15,095) - 40,343

Відстрочені податкові активи:

Property, plant and equipment (i) 104,715 (43,698) - 148,413
Intangible assets (i) 27,907 (27,649) - 55,556
Other current financial assets (iv) 121,146 (169,176) 137,026 153,296
Other current liabilities (iv) 36,671 (525) - 37,196
Employee benefits (iii) 8,527 568 - 7,959
Advances received and deferred 
revenue (iii) 47,105 (164,674) - 211,779

Inventories (ii) 40 40 - -
Trade and other payables (iii) 53,543 2,599 - 50,944
Provisions (iii) 4,747 (3,689) - 8,436
Taxes payable, other than income 
tax (iii) - (2,704) - 2,704

Other liabilities 22,334 22,334 - -
426,735 (386,574) 137,026 676,283

Net deferred tax asset 401,487 (371,479) 137,026 635,940

The nature of the temporary differences is as follows:

(i) Property, plant and equipment and intangible assets — differences in depreciation and amortisa-
tion patterns and estimates of the remaining useful lives, differences in capitalisation principles;

(ii) Inventories — differences in inventories measurement basis and the periods of recognition;

(iii) Advances received and deferred revenue, prepayments and deferred expenses, employee benefits, 
trade and other payables, provisions, taxes payable, other than income tax, other current financial 
assets — differences in period of recognition;
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(iv) Trade and other receivables, other current financial assets and 
other current liabilities — differences in measurement and recog-
nition principles.

As at 31 December 2012 the Company did not recognise deferred 
tax asset in respect of temporary differences of UAH 27,581 thou-
sand (2011: UAH 27,503 thousand) related to the investment in JSC 
Staravto because the Company controls the period of realisation 
of such temporary differences.

Unrecognised of deferred tax assets comprise deferred tax asset 
on tax losses accumulated by JSC Ukrainian Radiosystems in Q4 
2012. These tax losses were not recognised in these consolidated 
financial statements due to significant uncertainties with regard to 
the amount that will ultimately be allowed for carry forward.

11. property, plant and equipment
The movement of property, plant and equipment is as follows: 

local, regional &trunk 
networks

mobile telephone 
network 

and switches
Radio 

installations buildings Land
Corporate 

administrative 
assets

Construction in progress, 
uninstalled and dismantled 

equipment (ii)
total

Cost:

At 1 january 2011 822,461 5,792,856 2,681,049 1,274,464 106,509 730,039 1,200,043 12,607,421

Additions 4,186 50,937 19,078 3,791 - 21,983 2,551,783 2,651,758

Disposals - (277,363) (306,022) (490) - (35,778) (24,329) (643,982)

Transfers,reclassifications 
and other changes (i) 96,948 1,262,697 431,489 182,427 2 155,955 (2,160,989) (31,471)

At 31 december 2011 923,595 6,829,127 2,825,594 1,460,192 106,511 872,199 1,566,508 14,583,726

Additions 139 55,153 26,127 5,346 20 11,477 1,622,653 1,720,915

Disposals - (594,078) (147,726) (12,367) - (50,033) (88,019) (892,223)

Transfers,reclassifications 
and other changes (i) 90,880 779,815 245,572 286,327 - 116,245 (1,523,590) (4,751)

At 31 december 2012 1,014,614 7,070,017 2,949,567 1,739,498 106,531 949,888 1,577,552 15,407,667
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Property, plant and equipment (continued)

local, regional &trunk 
networks

mobile telephone 
network 

and switches
Radio 

installations buildings Land
Corporate 

administrative 
assets

Construction in progress, 
uninstalled and dismantled 

equipment (ii)
total

Accumulated depreciation and impairment losses:

At 1 january 2011 162,583 3,261,113 1,609,117 240,103 - 526,155 534,197 6,333,268

Depreciation charge for the year (Note 9) 42,614 1,056,608 352,221 69,656 - 106,436 95,139 1,722,674

Impairment (Note 9) - - - - - - 12,476 12,476

Disposals - (234,828) (290,711) (259) - (29,438) (24,329) (579,565)

Transfers,reclassifications and other 
changes (i) (1) (80,713) 93,162 (517) - 20,424 (32,355) -

At 31 december 2011 205,196 4,002,180 1,763,789 308,983 - 623,577 585,128 7,488,853

Depreciation charge for the year (Note 9) 48,456 774,518 350,185 64,393 - 38,820 94,139 1,370,511

Impairment (Note 9) - - - - - - 28,556 28,556

Disposals - (479,209) (122,081) (4,453) - (44,617) (42,884) (693,244)

Transfers,reclassifications and other 
changes (i) - 31,226 - - - - (32,030) (804)

At 31 december 2012 253,652 4,328,715 1,991,893 368,923 - 617,780 632,909 8,193,872

Net book value:

At 1 January 2011 659,878 2,531,743 1,071,932 1,034,361 106,509 203,884 665,846 6,274,153

At 31 December 2011 718,399 2,826,947 1,061,805 1,151,209 106,511 248,622 981,380 7,094,873

At 31 December 2012 760,962 2,741,302 957,674 1,370,575 106,531 332,108 944,643 7,213,795

(i) Transfers, reclassifications and other changes in 2012 include items transferred to assets of disposal group classified as held for sale. Please refer to Note 30 for further details.

(ii) Temporarily dismantled equipment is continued to be depreciated over the estimated remaining useful life.
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12. intAngibLe Assets
The movement of intangible assets is as follows:

Licenses network and billing 
software total

Cost:

At 1 january 2011 413,256 2,852,803 3,266,059

Additions 18,848 282,432 301,280

Disposals (114,003) (16,625) (130,628)

At 31 december 2011 318,101 3,118,610 3,436,711

Additions 168,670 278,978 447,648

Disposals (366) (41,098) (41,464)

At 31 december 2012 486,405 3,356,490 3,842,895

Accumulated amortisation and impairment losses:

At 1 january 2011 239,933 2,055,265 2,295,198

Amortisation charge for the year 37,085 349,749 386,834

Disposals (113,317) (15,504) (128,821)

At 31 december 2011 163,701 2,389,510 2,553,211

Amortisation charge for the year 36,684 123,346 160,030

Disposals (366) (36,238) (36,604)

At 31 december 2012 200,019 2,476,618 2,676,637

Net book value:

At 1 January 2011 173,323 797,538 970,861

At 31 December 2011 154,400 729,100 883,500 

At 31 December 2012 286,386 879,872 1,166,258

The Group’s major licenses as at 31 December are as follows:

License # Coverage License Acquisition 
date

expiration 
date

net book 
value as at 

31 december 
2012

net book 
value as at 

31 december 
2011

N/A National
1800 MHz (GSM) 
frequencies usage 
licenses

(i) 97,222 67,719

N/A National
900 MHz (GSM) 
frequencies usage 
licenses

(ii) 122,810 15,269

ЛВ № 593094 National 900 MHz (GSM) cellular 
license Oct-11 Oct-26 8,641 9,078

АВ № 593093 National 1800 MHz (GSM) cellular 
license Oct-11 Oct-26 8,641 9,078

АГ № 506983 International International 
communication Aug-04 Aug-19 3,990 4,588

АГ № 506984 Inter city Inter city communication Aug-04 Aug-19 4,072 4,684

АГ № 506986 City Fixed city communication Aug-10 Aug-15 734 1,010

N/A National Other licenses Mar-01 Apr-26 40,276 42,974

286,386 154,400

(i) 1800 MHz (GSM) frequencies usage licenses comprise licenses that were acquired in the period from February 2001 
to May 2012. The average period of validity is 13 years.

(ii) 900 MHz (GSM) frequencies usage licenses comprises licenses that were acquired in the period from June 1999 to 
January 2012. The average period of validity is 11 years.

In late 2011, the Company and JSC Ukrainian Radiosystems (‘URS’) jointly applied to the state regulator — the Nation-
al Commission for the State Regulation of Communication and Infomatisation (‘NCSRCI’) to legally re-register rights for 
usage of radio frequencies resources owned by URS in favour of Kyivstar. On 19 March 2012 NCSRCI re-issued these li-
censes to Kyivstar and the Company, in its turn, paid only fees for paper blanks. Taking into consideration that the Com-
pany and URS were the entities under common control, at the date of transaction Kyivstar recognised these licenses at 
their fair value of UAH 132,682 thousand as a contribution from the shareholders.
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13. other non-Current assets
Other non-current assets as 31 December are as follows:

2012 2011
Prepayments for property, plant and 
equipment 60,055 37,668

Prepayments for intangible assets 1,212 558
Other non-current assets 4,582 6,399

65,849 44,625

14. trade and other reCeivables
Trade and other receivables consist of the following as at 
31 December:

2012 2011
Trade receivables — interconnection 
and access to network 209,554 243,429

Trade receivables — subscribers 120,317 108,246

Trade receivables — roaming 72,651 101,844

Trade receivables — dealers for prepaid 
cards and packages 61,897 90,150

Interest receivable 7,899 4,760

Trade receivables — dealers for post-paid 
subscribers’ advances - - 568

Other receivables 14,077 16,941

486,395 565,938

Allowance for impairment (38,537) (55,551)

447,858 510,387

Trade and other receivables, net of allowance for impairment as at 
31 December are denominated in the following currencies:

2012 2011
UAH 232,651 328,849
EUR 122,918 114,318
USD 92,289 67,220

447,858 510,387

As at 31 December 2012 and 2011 trade and other receivables 
are non-interest bearing and are settled in the normal course of 
business.

15. reConCiliation of allowanCe 
aCCounts
The reconciliation of changes in allowance accounts is as follows:

trade 
and other 

receivables
prepayments total

As at 1 january 
2011 74,063 547 74,610

Charge for the year 8,353 3 8,356 
Utilised (17,940) (465) (18,405) 
Unused amounts 
reversed (8,925) (12) (8,937)

As at 31 december 
2011 55,551 73 55,624

Charge for the year 32,629 43 32,672 
Utilised (45,576) (4) (45,580) 
Unused amounts 
reversed (4,067) - (4,067)

As at 31 december 
2012 38,537 112 38,649

In 2012 bad debt expense in amount of UAH 28,605 thousand is 
included in other operating expenses in 2011 reversal of doubtful 
debts allowance in amount of UAH 581 thousand was included in 
other income (please refer to Note 9).

16. deferred expenses
As at 31 December deferred expenses consist of the following:

2012 2011
Deferred connection costs (і) 76,080 90,789
Deferred costs of start packages and 
scratch-cards (іі) 32,468 90,789

108,548 106,211

(i) As at 31 December 2012 and 2011 deferred connection costs 
mainly consisted of costs of start packages, dealers’ bonuses for 
connection of new subscribers and cost of Wi-Fi routers limited to 
the amount of deferred connection fees.

(ii) Deferred costs of start packages and scratch-cards represent 
costs of start packages and scratch-cards sold to dealers, but not 
yet activated by subscribers.

The movement in deferred connection costs is as follows:

2012 2011
At 1 january 90,789 80,928
Deferred during the year 40,850 50,782 
Released to profit and loss (55,559) (40,921)
At 31 december 76,080 90,789
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17. Cash and Cash equivalents
Cash and cash equivalents consist of the following as at 31 December:

2012 2011
Short-term deposits 1,122,265 681,995 
Cash at banks 361,171 210,787
Cash on hand 28 24

1,483,464 892,806

As at 31 December cash on hand and cash at banks are denominated in the following currencies:

2012 2011
UAH 256,650 205,128
EUR 96,534 3,156
USD 8,015 2,527

361,199 210,811

In 2012 and 2011 cash at current bank accounts earned interest at fixed rates varying from 0.7% to 
11.3 % per annum.

As at 31 December short-term deposits split by contractual maturity, currency and interest rate 
earned is as follows:

Currency maturity date interest rate, p.a. 2012 2011

UAH

0-30 days 19-25% 1,013,000 110,000 
31-60 days 8-21% - 140,000 
61-92 days 10-22% - 145,000

1,013,000 395,000

USD
0-30 days 3.5-4.5% 109,265 -
61-92 days 5.5-7% - 175,776

109,265 175,776

EUR
61-92 days 4-6.75% - 111,219

- 111,219
1,122,265 681,995

18. equity
share capital
As at 31 December 2012 the authorised and fully paid share capital comprised 17,742,389 ordinary 
shares (2011: 17,687,389 ordinary shares) at a par value of UAH 50 each. The carrying value of 
share capital differs from par by UAH 122,130 thousand being the currency translation difference, 
accumulated till 1 May 2004 when the Company changed its functional currency from US dollar to 
Ukrainian Hryvnia.

On 22 November 2011 the Company’s General Meeting of Shareholders has approved the additional 
issue of 55,000 shares with nominal value of UAH 50 each. In February 2012 these shares were 
placed with the existing shareholder — VimpelCom Holdings B. V. in accordance with para. 22 of Law 
of Ukraine ’On Joint Stock Companies’ at their market price of UAH 1,910.69 per share determined by 
an independent appraiser appointed by the Company. In return for these shares, VimpelCom Holdings 
B.V. has invested into the Company USD 13,153 thousand, of which USD 13,152 thousand were 
received as payment for 54,997 ordinary shares, which comprised UAH 105,082 thousand, based on 
the official exchange rate of the National Bank of Ukraine (‘NBU’) at the date of payment (7 February 
2012), and USD 717.63 were received as payment for 3 ordinary shares, which comprised UAH 5,732, 
based on the official NBU exchange rate at the date of payment (17 February 2012).

As a result of the additional issue of shares, the Company’s share capital was increased by UAH 2,750 
thousand, while share premium was increased by UAH 102,338 thousand.

dividends declared
In 2012, the Company has declared dividends in total amount of UAH 3,977,424 thousand (UAH 
303,73 per share) (2011: 3,846,877 thousand (UAH 295 per share)). As at 31 December 2012 and 2011 
dividends declared were fully paid by the Company to its shareholders in cash, net of withholding tax.

radio frequency licenses re-issued by the national Commission for the state 
regulation of Communication and infomatisation
In late 2011, the Company and JSC Ukrainian Radiosystems (‘URS’) jointly applied to the state 
regulator — the National Commission for the State Regulation of Communication and Infomatisation 
(‘NCSRCI’) to legally re-register rights for usage of radio frequencies resources owned by URS in 
favour of Kyivstar. On 19 March 2012 NCSRCI re-issued these licenses to Kyivstar and the Company, in 
its turn, paid only fees for paper blanks. Taking into consideration that the Company and URS were the 
entities under common control, at the date of transactionKyivstar recognised these licenses at their 
fair value of UAH 132,682 thousand as a contribution from the shareholders recorded in additional 
capital. The fair value of the licenses was determined by reference to the fixed rates charged by the 
NCSRCI for the issuance of licenses with similar terms.

distribution to the shareholders as a resul of interest-free financial aid 
movements
In 2010-2011 the Company has provided to JSC Ukrainian Radiosystems short-term reimbursable
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interest-free financial aid which at initial recognition was ac-
counted for at its fair value, net of deferred tax effect. Loss on ini-
tial recognition at fair value was charged directly to equity (net of 
deferred tax effect) as distribution to shareholders. In 2012 JSC 
Ukrainian Radiosystems has early redeemed a part of the debt of 
UAH 222,000 thousand. Therewith, the difference between the fair 
value and nominal amount of the debt repaid of UAH 15,812 thou-
sand was deducted from distributions to the shareholders direct-
ly in equity.

Besides this, the balance of deferred income tax asset (related to 
the above interest-free financial aid) recognised in equity as at 1 
October 2012 comprised UAH 28,496 thousand. This balance was 
reversed through equity as a distribution to the shareholders since 
the financial aid was included in the consideration paid for the ac-
quisition of assets and liabilities of JSC Ukrainian Radiosystems.

distribution to the shareholders as a result of the 
acquisition of assets and liabilities of jsC ukrainian 
radiosystems
On 1 October 2012 the Company acquired 100% shares of the enti-
ty under common control JSC Ukrainian Radiosystems. The differ-
ence between the consideration for the assets and liabilities ac-
quired and their fair values in amount of UAH 2,860,213 thousand 
was recognized as distribution to the shareholders.

19. interest-bearing loans 
and borrowings
Current interest-bearing loans and borrowings consist of the fol-
lowing as at 31 December:

2011
Interest-bearing borrowings from Commerzbank AG 
Bank, (USD-denominated, at 7.75% p. a., matures on 
27 April 2012)

51,223

Interest accrued 694

51,917

In 2012 the Company fully repaid the outstanding loan balance 
of interest-bearing borrowings obtained from Commerzbank AG 
Bank and related interest accrued.

20. deferred revenue
As at 31 December deferred revenue consists of the following:

2012 2011
Deferred revenue — dealers and 
subscribers (і) 516,172 542,603

Deferred connection and one-time 
subscription fees (іі) 142,005 161,248

Customer loyalty programs (iii) 38,802 38,036

696,979 741,887

(i) Deferred revenue — dealers — represents deferred revenue 
from unused time on prepaid cards, which were sold to dealers, 
but have not yet been activated by subscribers. Deferred revenue 

— dealers is recognised in the statement of financial position until 
the prepaid cards have been activated by subscribers or the pre-
paid card has expired. Deferred revenue — subscribers — mainly 
consists of deferred revenue from unused time on prepaid cards, 
which were activated by subscribers. Deferred revenue — sub-
scribers is recognised as revenue in the statement of comprehen-
sive income on the basis of actual airtime usage by subscribers.

(ii) Deferred connection and one-time subscription fees — main-
ly consist of fees for initial connection to the network and one-off 
payments for subscription to additional services. Deferred con-
nection and subscription fees are recognised in the statement of 
comprehensive income over the periods that the fees are earned.

(iii) Customer loyalty programs — represent various loyalty pro-
grams, established by the Company, whereby enrolled mobile and 
FTTB subscribers are eligible for bonuses, which may then be 
used for discounts on future mobile calls, additional FTTB internet 
services or purchase of mobile handsets.

The movements in deferred connection and one-time subscription 
fees are as follows:

2012 2011
At 1 january 161,248 154,006
Deferred during the year 176,430 183,145
Released to profit and loss (194,508) (175,903)
Other changes (1,165) -
At 31 december 142,005 161,248
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21. provisions
The movement in provisions is as follows:

decommissioning Legal cases and penalties total

At 1 january 2011 52,727 12,986 65,713
Arising during the year 5,715 543 6,258
Utilised (758) - (758)
Unused amounts reversed - (11,762) (11,762)
Change in estimates (31,471) - (31,471)
Discount rate adjustment 3,459 - 3,459
At 31 december 2011 29,672 1,767 31,439
Arising during the year 606 250 856
Utilised (225) - (225)
Unused amounts reversed - (1,730) (1,730)
Change in estimates 25,466 - 25,466
Discount rate adjustment 2,697 - 2,697
At 31 december 2012 58,216 287 58,503
At 31 december 2011 29,672 1,767 31,439
Current - 1,767 1,767
Non-current 29,672 - 29,672
At 31 december 2012 58,216 287 58,503
Current - 287 287
Non-current 58,216 - 58,216

provision for legal cases
As at 31 December 2012 the Company recognised UAH 250 thousand of provision regarding legal 
proceeding initiated by its counterparty in respect of services provided by the counterparty, but not 
accepted by the Company. The management believes that the risk of losing this case is probable.

decommissioning liabilities
As at 31 December 2012 the Group recognised UAH 58,216 thousand (2011: UAH 29,672 thousand)
of provision for asset retirement obligation in respect of future dismantling costs related to its 
network equipment installed on leased sites. Provision for decommissioning has increased in 2012 
due to the changes in input assumptions as follows:

Assumptions used as at 
31 december 2012

Assumptions used as at 
31 december 2011

Cost of dismantling per site, UAH 40,200 38,300
Discount rate 11,17% 13,57%
Inflation rate 4,06% 4,15%

22. taxes payable, other than inCome tax
Taxes payable, other than income tax consist of the following as at 31 December:

2012 2011
VAT payable 121,305 62,122
Frequency fee 22,728 31
Pension fund duty for mobile services 21,504 25,210
Salary tax payable 8,638 8,255
Miscellaneous other taxes 128 127

174,303 95,745
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23. trade and other payables
As at 31 December trade and other payables consist of the following:

2012 2011
Equipment and construction works 341,663 337,641
Roaming 223,452 238,844
Technical support services 123,830 82,832
Professional fees 76,981 13,654
Software 49,085 27,603
Dealers 35,905 16,089
Advertising and promotion 32,265 46,570
Interconnection 31,686 35,803
Content 23,979 25,262
Due to employees 20,597 21,510
Rent 17,595 12,047
Inventory 11,375 17,969
Other payables 14,307 28,185

1,002,720 904,009

As at 31 December trade and other payables are denominated in the following currencies:

2012 2011
UAH 681,124 631,779
EUR 194,974 182,215
USD 123,188 86,732
RUR 3,434 3,283

1,002,720 904,009

As at 31 December 2012 and 2011 trade and other payables are non-interest bearing and settled in the 
normal course of business.

24. advanCes reCeived
As at 31 December advances received consist of the following:

2012 2011
Advances received from subscribers 128,489 120,001
Advances received from partners 23,271 26,940
Advances received from dealers 14 1,852
Other advances received 31 17

151,805 148,810

As at 31 December advances received are denominated in the following currencies:

2012 2011
UAH 151,805 148,554 
USD - 256

151,805 148,810

25. other Current liabilities
As at 31 December other current liabilities consist of the following:

2012 2011
Bonuses accrued 139,100 132,500
Accrual for unused vacations 50,050 44,468
Accruals for future dealers' reimbursement - 270
Other 251 207

189,401 177,445

As at 31 December 2012 and 2011 other current liabilities are non-interest bearing 
and denominated in UAH.
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26. related party disClosure
The Group’s transactions with its related parties for the years ended 31 December are as follows:

Revenue Cost of materials and 
traffic charges

Salaries and 
personnel costs

other operating 
expenses

Finance 
income

Finance 
expense

purchase of property, plant and 
equipment and intangible assets

2012
The ultimate parent (VimpelCom Ltd.) - - - 54,553 - - -
Entities under common control 878,785 347,069 - 43,570 441,191 497 269,544
Other related parties 147,601 7,699 - 2,203 34,646 - -
Key management personnel of the Group - 76,308 - - - - -

1,026,386 354,768 76,308 100,326 475,837 497 269,544

Revenue Cost of materials and 
traffic charges

Salaries and 
personnel costs

other operating 
expenses

Finance 
income

purchase of property, plant and 
equipment and intangible assets

2011
The ultimate parent (VimpelCom Ltd.) - - - 22,439 - -
Entities under common control 892,437 282,889 - 64,518 719,737 782,701
Other related parties 86,897 10,912 - 1,369 56,875 -
Key management personnel of the Group - - 67,503 - - -

979,334 293,801 67,503 88,326 776,612 782,701

The outstanding balances from related parties as at 31 December were as follows:

2012 trade and other receivables Cash and cash equivalents total
Entities under common 
control 90,498 - 90,498 

Other related parties 7,500 356,450 363,950
97,998 356,450 454,448

2011 trade and other 
receivables

Cash and cash 
equivalents

other current 
financial assets Усього

Entities under 
common control 165,969 - 2,627,116 2,793,085 

Other related 
parties 17,580 220,154 - 237,734

183,549 220,154 2,627,116 3,030,819

The outstanding amounts due to related parties as at 31 December are as follows:

2012 trade and other 
payables

other noncurrent 
financial liabilities total

The ultimate parent (VimpelCom Ltd.) 58,697 - 58,697
Entities under common control 78,103 26,356 104,459
Other related parties 6,758 - 6,758

143,558 26,356 169,914

2011

The ultimate parent (VimpelCom Ltd.) 6,965
Entities under common control 98,192
Other related parties 6,167

111,324
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terms and conditions of transactions with related parties
Outstanding balances on settlements with related parties at the year-end are unsecured and settle-
ment occurs in cash. Except for other non-current financial liabilities, outstanding balances on settle-
ments with related parties are interest free. There have been no financial guarantees received from 
any related party. For the years ended 31 December 2012 and 2011, the Group has not recorded any 
impairment of receivables as regards to the amounts owed by related parties.

revenue and trade receivables
In 2012 the Group sold to domestic and overseas telecom operators, being the Group’s related par-
ties, roaming services, access to network, interconnection and rental services in total amount of UAH 
1,026,386 thousand (2011: UAH 979,334 thousand).

Trade receivables as at 31 December 2012 and 2011 due from related parties are non-interest bearing, 
unsecured and are settled in the normal course of business.

Cost of materials and traffic charges and trade payables
Cost of materials and traffic charges includes roaming and interconnection services, provided by enti-
ties under common control and other related parties.

Trade payables to entities under common control and other related parties comprise amounts due for 
interconnection and roaming services. Trade payables to related parties are non-interest bearing and 
are settled in the normal course of business.

other non-current financial liabilities
Other non-current financial liabilities comprised interest accrued by JSC Ukrainian Radiosystems to 
the entities under common control.

other operating expenses
Other operating expenses include consulting services provided by the ultimate parent, entities under 
common control and other related parties.

finance income
In 2012 finance income included UAH 34,646 thousand of interest on short-term deposits placed in 
Ukrainian bank, which is the Company’s other related party (2011: UAH 56,875 thousand). In addition, 
in 2012 finance income included UAH 441,191 thousand of unwinding of discount on interest-free fi-
nancial aid provided to the entity under common control (2011: UAH 719,737 thousand).

purchase of property, plant and equipment
In 2012 the Group acquired property, plant and equipment entity under common control for cash con-
sideration of UAH 220,202 thousand (2011: UAH 780,251 thousand) and intangible assets in amount of 
UAH 49,342 thousand (2011: UAH 2,450 thousand).

Commitments to purchases from related parties
As at 31 December 2012 the Group had outstanding commitments in respect of purchase of proper-
ty, plant and equipment and construction services to ultimate parent in amount of UAH 7,031 thousand 

(2011: nill), to entities under common control in amount of UAH 7,317 thousand (2011: UAH 8,032 thou-
sand) and to other related parties in amount of UAH 22 thousand (2011: UAH 2,404 thousand).

purchase of assets and liabilities of ukrainian radiosystems jsC
In October 2012 the Company purchased from the entities under common control assets and liabilities 
of JSC Ukrainian Radiosystems. The transaction was structured as purchase of 100% of shares of this 
entity. For details please refer to Note 8.

Cash and cash equivalents
As at 31 December 2012 and 2011 some of the short-term deposits and cash in bank were placed with 
Ukrainian bank, which is the Company’s other related party.

As at 31 December the split of the short-term deposits placed with related party bank by contractual
maturity and interest rate earned is as follows:

Currency maturity date Interest rate 2012 2011

UAH 1-3 months 18-23% 122,000 50,000
USD 1-3 months 7% - 36,354
EUR 1-3 months 4.00-6.75% - 62,818

122,000 149,172

Compensation to management personnel
As at 31 December 2012 key management personnel consisted of 57 top executives of the Group
(2011: 46).
For the years ended 31 December total compensation to key management personnel included in
salaries and personnel costs comprises:

2012 2011
Short-term employee benefits 76,572 65,974
Long-term employee benefits 45 362
Share-based payment (309) 1,167
total compensation to key management personnel 76,308 67,503
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27. Commitments and ContingenCies
(i) tax risks
Ukrainian legislation and regulations regarding taxation and oth-
er operational matters, including currency exchange control and 
custom regulations, continue to evolve. Legislation and regula-
tions are not always clearly written and are subject to varying in-
terpretations by local, regional and national authorities, and oth-
er governmental bodies. Instances of inconsistent interpretations 
are not unusual.

Management believes that the Group has complied with all regu-
lations, and paid and accrued all taxes that are applicable. Where 
the risk of outflow of resources is probable, the Group has ac-
crued provisions based on management’s best estimate. The 
Group identified certain possible tax contingencies, which are not 
required to be accrued in the financial statements. Such possible 
tax contingencies could materialise and require the Group to pay 
additional amounts of tax. As at 31 December 2012 the Group es-
timates such tax contingencies to be equal UAH 77,769 thousand 
(2011: UAH 145,471 thousand).

(ii) legal matters
In the ordinary course of business, the Group is subject to le-
gal actions and complaints. As at 31 December 2012 the Group’s 
was not exposed to claims from third parties (2011: UAH 2,808 
thousand).

Management believes that the ultimate liability, arising from un-
asserted claims and complaints, if any, will not have a material 
adverse effect on the Group’s financial position or the results of its 
future operations and is less than probable, accordingly no cor-
responding accrual was provided in these consolidated financial 
statements.

(iii) other capital commitments
As at 31 December 2012 the Group had outstanding commit-
ments in respect of purchase and construction of property, plant 
and equipment in amount of UAH 294,408 thousand (2011: UAH 
406,600 thousand).

As at 31 December 2012 the Group had outstanding commitments 
related to purchases of intangible

assets in amount of UAH 53,182 thousand (2011: UAH 69,183 
thousand).

(iv) lease commitments
operating lease — the group as a lessee
The Group has entered into certain leases of land and buildings. 
These leases have an average life from one to five years with a re-
newal option included in the contracts.

Future minimum rentals payable under non-cancellable operating 
lease agreements as at 31 December are as follows:

2012 2011
Within one year 156,875 214,346
After one year but not more than five years 76,519 179,710
More than five years 63,020 96,003

296,414 490,059

28. fair value of finanCial 
instruments
As at 31 December 2012 and 2011 the carrying amounts of the 
Group’s financial instruments approximate their fair values.

The fair value of financial assets and liabilities with a maturity of 
less than one year, less any estimated credit adjustments, ap-
proximate their carrying amounts due to the short-term maturi-
ties of these instruments. However, when the effect of time val-
ue of money is material, the fair value of short-term financial 
instruments is estimated by discounting of the future contrac-
tual cash flows related to those financial instruments at current 
market interest rates available to the Group for similar financial 
instruments.

29. finanCial instruments 
and risK management
The Group’s principal financial instruments comprise interest-
bearing loans and borrowings, cash and cash equivalents and oth-
er current financial assets. The Group has various other financial 
instruments, such as trade payables and trade receivables, which 
arise directly from its operations.

It is the Group’s policy not to trade with financial instruments. The 
Group is exposed to market risk, credit risk and liquidity risk.

The Group’s overall risk management program focuses on the un-
predictability and inefficiency of the Ukrainian financial markets 
and seeks to minimise potential adverse effects on the financial 
performance of the Group. The Group’s senior management over-
sees the management of these risks and financial risk-taking ac-
tivities are governed by appropriate policies and procedures so 
that financial risks are identified, measured and managed in ac-
cordance with the Group policies.

The policies for managing each of these risks are summarised 
below.

market risk
Market risk is the risk that the fair value of future cash flows of 
a financial instrument will fluctuate because of changes in mar-
ket prices. Market risk comprises three types of risk: interest rate 
risk, currency risk and other price risk. The Group does not have 
significant exposure to interest rate risk as it normally borrows at 
fixed rates. Neither it has exposure to other price risk.

Foreign currency risk is the risk that the fair value or future cash 
flows of a financial instrument will fluctuate because of chang-
es in foreign exchange rates. The Group’s exposure to the risk of 
changes in foreign exchange rates relates primarily to the Group’s 
operating activities (when the Group’s trade receivables and trade 
payables are denominated in foreign currencies) and financing ac-
tivities (when interest-bearing borrowings are denominated in for-
eign currencies).
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The exchange rates for foreign currencies, in which the Group’s financial assets and liabilities were
denominated, against Ukrainian hryvnia, as declared by the National Bank of Ukraine as at the dates
and periods stated, are as follows:

USd euro (‘eUR’) Російський рубль
1 January 2011 7.9617 10.5731 0.2612
Average for 2011 7.9676 11.0918 0.2717
31 December 2011 7.9898 10.2981 0.2495
Average for 2012 7.9910 10.2706 0.2574
31 December 2012 7.9930 10.5372 0.2632

The following tables demonstrate the sensitivity to a reasonably possible change in the corresponding 
exchange rates, with all other variables held constant, of the Group’s profit before tax (due to changes 
in the fair value of monetary assets and liabilities).

The sensitivity analyses have been prepared on the basis that the proportion of financial instruments 
in foreign currencies are all constant at 31 December 2012 and 2011.

Increase/ (decrease) in 
basis points

Increase/ (decrease) of 
profit before tax

2012
Change in USD exchange rate +7.10% 4,262
Change in EUR exchange rate + 12.67% 3,101
Change in RUR exchange rate + 13.60% (467)
Change in USD exchange rate -7.10% (4,262)
Change in EUR exchange rate -12.67% (3,101)
Change in RUR exchange rate -13.60% 467

2011
Change in USD exchange rate +23.25% 31,528
Change in EUR exchange rate +27.20% 12,967
Change in RUR exchange rate +26.95% (975)
Change in USD exchange rate -23.25% (31,528)
Change in EUR exchange rate -27.20% (12,967)
Change in RUR exchange rate -26.95% 975

liquidity risk
The Group analyses the aging of its assets and the maturity of its liabilities and plans its liquidity de-
pending on the expected repayment of various instruments. The Group’s short-term and long-term li-
quidity needs are funded largely through cash flow from operating activities.

The tables below show the maturity profile of the Group’s financial liabilities as at 31 December based
on contractual undiscounted payments.

2012 on demand
Less 
than 

3 months
3 to 6 

months
6 to 12 
months

1 to 5 
years total

Other non-current 
financial liabilities - - - - 31,972 31,972 

Trade and other payables 54,130 922,630 2,794 2,717 - 982,271
54,130 922,630 2,794 2,717 31,972 1,014,243

2011 На вимогу До 3 
місяців

3-6 
місяців

6-12 
місяців Усього

Interest-bearing loans and borrowings 51,223 - - - 51,223
Interest accrued 694 - - - 694
Trade and other payables - 855,693 20,424 6,382 882,499

51,917 855,693 20,424 6,382 934,416

Credit risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument 
or customer contract, leading to a financial loss. The Group is exposed to credit risk from its operat-
ing activities (primarily for trade receivables) and from its financing activities, including deposits with 
banks and financial institutions, foreign exchange transactions and other financial instruments.

Financial instruments, which potentially expose the Group to significant concentrations of credit risk, 
consist principally of cash in bank, short-term deposits, other current financial assets and trade and 
other receivables.
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The Group’s maximum credit risk exposure at 31 December comprises:

2012 2011
Cash and cash equivalents (except for cash in hand) 1,483,436 892,782
Trade and other receivables 447,858 510,387
Other current financial assets 4,500 2,627,116

1,935,794 4,030,285

The Group’s cash is primarily held with major reputable banks located in Ukraine.

Accounts receivable are presented net of allowances. The Group does not require collateral in respect of 
trade receivables. Concentrations of credit risk with respect to trade receivables are limited by the fact 
that the Company’s customer base contains significant number of small customers, which are consid-
ered unrelated.

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing ba-
sis. Credit evaluations are performed for all customers requiring credit over a certain amount. Cred-
it risk arising from financial transactions is reduced through diversification, through accepting counter-
parties with high credit ratings only and through defining limits on aggregated credit exposure towards 
each counterparty. The Group’s credit risk exposure is monitored and analysed on a case-bycase basis, 
and the Group’s management believes that credit risk is appropriately reflected in impairment allow-
ances recognised against assets.

As at 31 December 2012 and 2011, the ageing of the Group’s trade and other receivables and other
current financial assets is as follows:

total neither past due, 
nor impaired

past due, but not impaired
Less than 
30 days

30-60 
days

60-90 
days

90-120 
days

more than 
120 days

2012 447,858 357,154 45,555 15,792 8,456 6,066 14,835
2011 3,137,503 3,081,733 41,233 2,417 1,385 152 10,583

Capital management
The Group considers shareholders’ equity as primary capital source. Also the Group can incur debt ei-
ther through shareholder loans or through external funding. The Group’s objectives when managing 
capital are to safeguard the Group’s ability to continue as a going concern in order to provide returns 
for shareholders and benefits for other stakeholders as well as to provide financing of its operating 
requirements, capital expenditures and sustain the Group’s development strategy.

Management monitors on a regular basis the Group’s capital structure and may adjust its capital

management policies and targets following changes in its operating environment, market sentiment 
or its development strategy.

30. assets of disposal group Classified as held for sale
As at 31 December 2012 assets of disposed group classified as held for sale are mainly presented by 
telecommunication trunks and related equipment which were purchased by the Company as part of 
URS’s assets acquired in October 2012. The Company has a plan and is commited to sell these assets 
in the first half of the year 2013. Please refer to Note 8 for additional information in relation to the de-
tails of transaction.

31. eARnings peR shARe
Basic earnings per share amounts are calculated by dividing net profit for the year attributable to or-
dinary equity holders of the parent by the weighted average number of ordinary shares outstanding 
during the year.

Basic earnings per share for the years ended 31 December is as follows:

2012 2011
Net profit attributable to ordinary equity holders of the parent for basic 
earnings 4,329,337 4,267,530 

Weighted average number of ordinary shares for basic earnings per 
share 13,091,355 10,210,018

basic earnings per share, uah 330.70 417.97

As at 31 December 2012 and 2011 there are no potential ordinary shares. On 26 January 2012 the State 
Securities and Exchange Commission of Ukraine registered issue of 55,000 shares made by the Com-
pany pursuant to the resolutions of the Company’s shareholders. Please refer to Note 18 for details.

32. events after the balanCe sheet date
On 1 March 2013 the Company revised the terms of its jubilee program. As a result, the Company’s ju-
bilee payment obligation decreased by UAH 15,720 thousand.
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