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Mobile Access Core Product but New Mindset Needed

Winners will be Mobile Telcos with the right cost base and greater capital efficiency
Data services must be priced on speed of access with volume

Tower sharing, outsourcing and network sharing are a new reality

High value subscribers coupled with customer satisfaction is increasingly important

Partnerships with OTTs will be qualifier factor
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It's all about Creating Value

VimpelCom's value
creation philosophy
is based on
Performance
Management and
Empowered BU
Management

What it IS about

v' A shared
operational
strategy to drive
execution

\/Achieving
synergies

4 Rewarding
performance
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What it IS NOT about

X

Controlling details

Centralized decision
making

Boundaries to
initiatives
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How?
OpCo performance board as a governance tool
Who « Group’s COO, CCO, CTO, Business Control
« BU CEO and management
When Monthly or bi-monthly meetings
Where HQ travels to the BUs

« Operational and financial KPIs
What » Specific deep-dives
« Strategic projects / Global initiatives
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Cash-flow Creation Framework

Cash-flow scheme

%

Revenue

Cost of traffic
Service margin
Commercial costs
Business margin
Structural OpEx
EBITDA

CAPEX

Cash Flow

SOURCE: International Benchmark

40-45%

15%

80-85%

~20%

60-65%

~20%
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Levers to be used

100%
| Superior pricing and

15-20% | profitable growth

®|Optimize distribution
| and reduce churn

@'Operational
IexceHence

éCAPEX efficiency
I
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QProfitabIe Growth with Integrated Bundles

Priorities for mitigation

o Offer integrated bundles (voice/SMS/data)
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Q Mobile Data and Churn Reduction Key Priorities

Guiding principles

1 Drive smartphone and tablet data

L

Guiding principles 2 Promote tiered pricing (speed/time)
to achieve fair Y

share in mobile

data 8 Partner with internet players

4___ Improve network quality

v

Increase Mobile Data Revenue Market Shares
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Operations Cash Flow* Improvement Potential
USD 2 billion in 2013 - 2015

Procurement/
Economies of
Infrastructure e Shared
A service
9 centers
. Logistics
Outsourcing F‘?St OgIstic
efficiency optimization
Lean Warehouse
processes cleanup
Headcount
rightsizing
* Cash Flow = EBITDA - CAPEX (excl. license cost) < 8>
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Holistic approach,
covering all company’s
processes

Typical impact can range
from 10-15% cost
reduction

Group’s standards
on methodology and
benchmarking

Continuous improvement
culture established (day
after day, month after
month)
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Leverage Global Scope through Technology Procurement

Outsourcing perimeter enlargement:

| . | |
Field Maintenance | Nf_tg:::aﬂzhn:;mi::e | Network Build | '::I:::gi‘:;l
| | |
[ # of OpCo’s ] 13 | 4 ! 3 I 1
i I i
2012 Growth ] +1 | +2 | +2 | +1
Example of Price level improvement Technology Procurement
achieved in 2012: Access - 3G- Price level
* Center-led model
Price level gap percentage ]
Price improvement for Price improvement for Price ° CrOSS bo rder SynergleS
60% vendor 1 vendor 2 improvement )
for * Center-led knowledge sharing
50% ¢ vendor 3
and support
40% .
* ® 2011 prices
30%
20%
10%
0% — T T $ t + +— .
A B C D E F G H I  Countries -
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(®) From CAPEX to CAPEX Efficiency: “Sweat the Assets”
Improved Network Utilization, Performance and Quality

Better site utilization

- Capacity utilization at busy hour
Tlncrease
50.0% ;
il Overall improvement by 3% j
40.0%
94.1% 94.1%
30.0% .
1% m % of sites Q1
3% reductlon .
20.0% lreduc“on % of Sites Q4
10.0% . 91.6%
0.0 — I
0%-20% 20%-40% 40%-80% >80% 1Q12 2Q12 3Q12
Traffic dispersion (1st and 2"4 busy hour) Call Drop Rate 3G average speed per subscriber
Overall improvement by 5% Overall improvement Overall improvement
| leads to CAPEX reduction |_ by 11% by 13% _l
0.70%
14.7% 0.66% 1,852
14.4% ' 1,778
0.62%
13.9% 1,632
1Q12 2Q12 3Q12 1Q12 2Q12 3Q12 1Q12 2Q12 3Q12
Source: VimpelCom Network Health Monthly Report <10>
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Conclusion

e Mobile Access Core

¢ Mobile Data and Churn Reduction Key Priorities
e Performance Culture

e Empowered BU Management

e “Sweat the Assets”

e |mprove Operational Cash Flows

Operational Value Creation
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