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Performance 
Summary
2020 was a challenging year for the Group 
operationally as COVID-19 lockdowns interrupted 
our retail operations and resulted in major shifts 
in demand for our services. The Group’s financial 
performance reflects the extremes of the year 
and our response to its challenges, which  
helped to bring about a return to growth in  
the fourth quarter.
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Serkan Okandan
2020 was an exceptional 
year for economies and 
businesses worldwide as 
the COVID-19 pandemic 
brought significant 
disruptions to society and 
commerce. The 
containment and 
mitigation measures 
implemented worldwide to 
combat the virus impacted 
our operations and 
financial performance 
before a return to more 
normal trading conditions 
at the end of the year.

COVID-19: impact  
and recovery
The second quarter of 2020 saw 
the full revenue impact on our 
operations as lockdowns were 
imposed across our markets in 
response to COVID-19. These 
resulted in material disruption 
to our retail operations, with 
store closures impacting net 
subscriber gains and airtime 
sales. Restrictions on travel also 
resulted in a significant decline 
in roaming revenues and the 
loss of migrant customers from 
our subscriber base, particularly  
in Russia.

The impact of lockdown 
measures was not universally 
negative for our business. 
Demand for our data services 
remained strong, enabling us  
to continue to grow our data 
revenues at a double-digit pace. 
These increased by 15% in local 
currency terms in 2020, helped 
by the addition of another 20 
million 4G customers, taking 
our total 4G subscriber base  
to 80 million by the end  
of December.

We also experienced a shift in 
data traffic from mobile to fixed 
networks as lockdowns 

The turbulence of 2020 tested all of us, but  
we are pleased that through evolving our products  
and business practices whilst maintaining financial  
prudence, VEON is now returning to growth  
from a position of capital strength.

Serkan Okandan
Group Chief Financial Officer

2020 financial review
2020 FINANCIAL REVIEW
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currency Group EBITDA. These costs 
were prevalent in Russia, where the 
transition of network maintenance 
activities in-house resulted in a 
temporary rise in Beeline’s operating 
expenses. Higher network investment 
was reflected in the Group’s 
operational capex, which rose by 
8.5% to USD 1.9 billion in FY 2020, 
corresponding to capex intensity1 of 
23.7%, versus 19.6% in FY 2019.

Delivering on our guidance
Our revenue, EBITDA and capex 
outcomes matched our revised 
Group financial guidance, which  
we adjusted downwards at the 
second quarter stage to reflect our 
expectations of a low to mid-single-
digit local currency decline in both 
revenue and EBITDA in FY 2020 
alongside capex intensity of  
between 22-24%.

An increase in demand for the US 
dollar, in part due to the COVID-19 
pandemic, led to weakness in the 
currencies in which VEON operates. 
This impacted our reported Group 
revenue and EBITDA, which declined 
by 10.0% and 18.1% respectively in 
the financial year.

Encouraged by the return to growth 
seen during the fourth quarter and 
the first half of 2021, we have since 
set progressively stronger financial 
guidance for FY 2021. We now 
anticipate high single-digit growth in 
revenue and mid to high single-digit 
growth in EBITDA, both in local 
currency terms, and capex intensity 
in the same 22-24% range.

COVID-19 will clearly present further 
uncertainties for economies in the 
year ahead and our guidance 
assumes that the widespread 
lockdowns we experienced in 2020 
do not return. Equally, we see no 
reason to assume that our 
businesses will not recover fully –  
nor that demand for our services  
will be in any way reduced by a 
pandemic that has underscored the 
value of connectivity.

encouraged home working and 
schooling alongside a greater use of 
devices through our domestic 
broadband services, which helped 
our fixed-line businesses to 
significantly outgrow our mobile 
service revenues in all major markets. 
Although our markets remained 
impacted by lockdown measures 
throughout the second half of the 
year, all operations saw a recovery in 
performance as our local businesses 
built resilience to pandemic-related 
restrictions. This included a greater 
reliance on digital channels to engage 
with our customers, reflected in a 
76% rise in the Group’s self-care app 
user base during 2020.

Financial performance
Following sharp falls early in the 
pandemic, the subsequent revenue 
recovery meant that Group local 
currency revenues declined by 1.6% 
for the year as a whole. The Group 
also exited 2020 with encouraging 
signs of a full recovery in business 
conditions amongst our faster-
growing markets, led by Ukraine and 
Kazakhstan which returned to 
pre-pandemic local currency revenue 
growth rates of 15% and 20% in Q4 
respectively.

As we entered 2021, Russia remained 
in an early-stage recovery given the 
network challenges we face there. 
That said, the sequential trend in 
revenues there is directionally 
similar. Beeline’s 2% year-on-year 
decline in Q4 revenue was a marked 
improvement on the 7% decline 
recorded in Q3, and the first quarter 
of 2021 saw a return to growth, with 
local currency revenues increasing by 
1.4% year-on-year in spite of one less 
trading day compared with Q1 2020. 
This is consistent with the return to 
growth for Beeline in the first half of 
2021 that we anticipated in our 
Russia turnaround strategy.

Considerable progress was made in 
reducing our corporate overhead 
further during 2020. This amounted 
to USD 167 million, a 38% fall from FY 
2019’s USD 268 million, as our new 
operating model delegated greater 
authority to our operating companies 
and enabled us to reduce our HQ 
costs further. Offsetting this, higher 
costs relating to our accelerated 
network investment activities 
contributed to a 2.1% decline in local 

1. Capex intensity is a ratio that is calculated 
as last twelve months (LTM) operational 
capex divided by LTM revenue. See 
Glossary on page 202.

$8.0bn
Reported revenue

$3.5bn
Reported EBITDA

$357m
Equity free cash flow

$2.6bn
Mobile data revenue
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Strengthening our  
balance sheet
2020 was a busy year for Group 
financing activities, where our priority 
has been to ensure that the Group 
remains in a strong financial position 
throughout this period of macro 
uncertainty. 

Core to our activities was the 
establishment of a USD 6.5 billion 
Medium-Term Note (MTN) 
programme in April. This enabled us 
to take advantage of favourable 
capital market conditions three times 
during 2020 to issue three series of 
senior unsecured notes under the 
programme, the proceeds of which 
were used in part to refinance 
USD 1.4 billion worth of debt at lower 
coupons and longer maturities 
during the year.

Our average cost of debt in multiple 
currencies stood at 5.9% at the end 
of 2020, which is a decline of 150 bps 
year-on-year that saves the Group 
around USD 100 million in annualised 
interest expenses. In addition, our 
average debt maturity has risen by 
more than a year to 3.5 years over 
the same period as we pushed out 
near-term maturities into longer-
dated borrowings.

Our two Russian ruble-denominated 
drawdowns under the MTN 
programme also enabled us to 
increase our ruble borrowing to 
match our ruble revenues more 
closely. We have also adopted this 
approach in Ukraine and Kazakhstan, 
where we entered into local currency 
loan agreements worth around 
USD 170 million during the fourth 
quarter to better match to our 
revenue footprints in each market. 

In addition, the Group refinanced 
bilateral loan facilities in Russian 
rubles worth around USD 2.3 billion 
during 2020, which alongside 
repayments on existing facilities 
enabled us to extend the maturity 
and reduce the financing costs of our 
ruble borrowings

Collectively, these agreements 
contributed to a considerable pool  
of liquidity at the Group’s disposal 
amounting to USD 3.2 billion at the 
close of 2020, split equally between 
cash holdings and undrawn  
credit facilities.

We continue to remain vigilant for 
market opportunities that enable us 
to refinance at attractive rates and 
longer tenors while improving our 
debt currency mix.

Russia 57.8%
Pakistan 11.1%
Ukraine 9.6%
Algeria 4.1%

Bangladesh 6.8%
Kazakhstan 5.5%
Uzbekistan 2.7%
Other 2.3%

FY20 Operational Capex
(excl. licences)

Operational Capex (excl. licences) & Capex intensity1

(USD million)

1Q20 2Q20 3Q20

Op. Capex

4Q20

368

492

674

19.5% 20.8%

354

21.8% 23.7%

LTM Op. Capex intensity

Group net debt declined modestly 
during the financial year. On a 
pre-IFRS 16 basis, net debt stood at 
USD 6.1 billion at the end of FY 2020 
against USD 6.3 billion as at end-
2019. A decline in last twelve months 
(LTM) EBITDA resulted in a rise in 
Group leverage to 2.0x pre-IFRS 16 
against 1.7x a year earlier. This, 
however, remains consistent with  
our comfort level of around 2.0x,  
or 2.4x on the IFRS 16 basis that  
we now adopt for this measure.

2020 was a busy  
year for Group financing 
activities, where our 
priority has been to ensure 
that the Group remains  
in a strong financial 
position throughout this 
period of considerable 
macro uncertainty.

Serkan Okandan
Group Chief Financial Officer

2020 FINANCIAL REVIEW CONTINUED

1. Last twelve months (LTM) Operational Capex intensity is calculated as last twelve 
months operational capex divided by last twelve months total revenue.

2. Operational cash flow is EBITDA minus operational capex (see Glossary on page 202).
3. See Glossary on page 202.
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ownership of our Pakistan business, 
which completed in March 2021  
(see below), and to simultaneously 
manage Group leverage within our 
comfort level of around 2.4x.

Notwithstanding this decision, our 
dividend policy remains unchanged. 
This is to pay at least 50% of EFCF 
after licences while maintaining  
Net Debt-to-LTM EBITDA at around 
2.4x on an IFRS 16 basis, taking  
into account medium-term 
investment opportunities.

Simplifying our portfolio
Reducing the complexity of our 
portfolio of markets has been a 
longstanding priority for the Group. 
Here, we made further progress in 
2020 through two transactions that 
reinforced our focus on core growth 
markets with the potential to raise 
Group returns over time.

In September, we announced the 
decision of our business partner in 
Pakistan, the Dhabi Group (ADG), to 
exercise its option to sell to VEON its 
15% stake in Pakistan Mobile 
Communications Limited (PMCL), the 
operating company of our mobile 
operator, Jazz. This process, which 
completed in March 2021 and 
therefore after our audited financial 
statement date, means that VEON 
now owns 100% of PMCL and is able 
to capture the entire economic value 
of this fast-growing business, 

including the full value of dividends 
paid by the Company.

This was followed in October by the 
sale of one of our smaller businesses, 
Beeline Armenia, to Team LLC. This 
transaction was the result of several 
months of discussions, during which 
we were impressed by the potential 
of this new owner to make a positive 
contribution to the development of 
the Armenian telecoms market and 
to continue the excellent work of the 
Beeline Armenia team.

Our operating portfolio is subject  
to constant review to ensure it is 
aligned with the best interests of  
our shareholders and possesses the 
potential to maximise long-term 
returns for the Group. This is 
reflected in our subsequent 
announcement in July 2021 that we 
have exercised our put option to sell 
the entirety of our stake in our 
Algerian subsidiary, Djezzy, to the 
Alergian National Investment Fund. 
An independent process to establish 
the fair value for this transaction is 
ongoing and we shall continue to 
update the market on progress here 
and our broader portfolio strategy as 
opportunities arise.

The year ahead
The unforeseen nature of the 
COVID-19 pandemic underscores  
the need for all companies to build 
resilience to sudden changes in 
operating conditions, and to adapt 
quickly to shifts in the business 
climate that may follow. The 
turbulence of 2020 tested all of us, 
but we are pleased that through 
evolving our products and business 
practices whilst maintaining financial 
prudence, VEON is now returning  
to growth from a position of  
capital strength.

Undoubtedly, the months to come 
will not be without challenges as the 
persistence of COVID-19 test society’s 
long-term resilience to the pandemic. 
Throughout, VEON will continue to 
play its role in keeping individuals, 
businesses and communities 
connected whilst building on the 
operational recovery the Group is 
now delivering.

Serkan Okandan
Group Chief Financial Officer

Average cost of debt
(%)

4Q19 1Q20 2Q20 3Q20 4Q20

7.4%
6.8%

6.4%
6.1% 5.9%

Average maturity of debt
(in years)

4Q19 1Q20 2Q20 3Q20 4Q20

2.4 2.3
2.7 2.8

3.5

Cash flow and dividend
In spite of the year’s considerable 
challenges, our operating businesses 
demonstrated commendable 
resilience in terms of cash 
generation. All of our major markets 
contributed positively to our 
operational cash flow2 in FY 2020, 
which at the Group level amounted 
to over USD 1.7 billion.

We have also worked hard to reduce 
financing costs, which at the end of 
2020 were around USD 100 million 
lower than in 2019 on an annual 
run-rate basis. This helped offset the 
impact of the pandemic on our equity 
free cash flow3 (EFCF), which after 
lease payments and licences 
amounted to USD 357 million for FY 
2020, versus USD 934 million in FY 
2019.

Anticipating a challenging year for 
equity free cash flow, we announced 
at the time of our second quarter 
results that the Group would be 
unlikely to pay a dividend for FY 2020. 
This was subsequently affirmed by 
the Board at the full-year stage. While 
it is encouraging to see positive 
equity free cash flow, our immediate 
focus remains on prioritising network 
and digital investments to seize the 
growth opportunities we see ahead 
of us. 

Our dividend decision also reflected 
the put option process to move to full 
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Russia

Alongside network quality, Beeline 
has transformed its tariff plans in 
order to offer our customers simpler 
products that match their changing 
needs. These include Generation Z,  
a new innovative tariff plan which 
allows the user to curate their own 
offer through our MyBeeline self-care 
app. It also includes our friends and 
family offer for groups, where up to 
three people can share unlimited 
data use on messaging platforms and 
stream Beeline TV amongst an array 
of other services. We have also 
tightened our content policy to 
eliminate unwanted services, which 
we believe will encourage higher 
levels of customer loyalty over time.

Rising levels of customer engagement 
with Beeline’s services are clear in 
usage trends for our MyBeeline 
self-care app, which saw a 27% rise in 
monthly active users in 2020. 
Similarly, our new version of Beeline 
TV, with its advanced big-data driven 
recommendation engine that tailors 
content based on customer 
behaviour metrics, saw its user base 
grow by one-third to 2.7 million in 
2020, with customer watching hours 
increasing 2.5 times.

Beeline has a thriving fixed-line 
business, which spurred by home-
working grew close to 10% during 
2020 and recorded a 41% rise in 
data traffic. Here, the customer 
experience is improving through the 

200,000 kilometres of fibre we 
possess which now connects  
around 30% of our base stations, 
through which we can serve our  
retail and business customers with 
high-speed connectivity.

Russia is home to some of our most 
advanced B2B capabilities. These 
include our partnership with Alfa-
Bank, one of the nation’s leading 
lenders. Beeline’s digital team has 
developed an AI-driven technology 
that creates customer profiles based 
on their interaction with our services, 
which Alfa is now using to drive its 
customer onboarding process and 
credit scoring.

Beeline has also partnered with one 
of Russia’s leading franchises, X5, to 
provide big data analytics to drive 
indoor marketing. This brings the 
ad-based revenue model of social 
media companies into the store by 
displaying tailored adverts to 
individuals at the point of sale (for 
more details of our partnership 
activities with X5 and Alfa-Bank, see 
pages 20 and 21).

Together, these innovative 
collaborations underscore the 
potential for our capabilities and 
expertise to reach far outside the 
traditional domain for telecom 
services and transform the 
relationships we can forge with our 
business customers.

Russia is our largest market, 
contributing 44% of Group EBITDA in 
2020. It is a sophisticated, 
competitive marketplace with a 
proven customer appetite for the 
growing range of services offered by 
our operating company, Beeline, 
which serves 53 million mobile and 
fixed-line customers to meet a variety 
of needs. These range from 
traditional voice, data and broadband 
for individuals through to digital 
media and financial services and an 
expanding suite of B2B capabilities 
based on our expertise in AI and big 
data.

2020 was a year in which Beeline 
made considerable investments in its 
4G networks to address legacy issues 
of quality and coverage. Under a new 
senior management team led by 
Alexander Torbakhov, this ongoing 
investment programme is the 
foundation of a turnaround strategy 
that we anticipate will see the 
business return to growth during the 
first half of 2021 after a challenging 
18 months operationally.

Recent performance has been 
encouraging, with Beeline posting 
positive year-on-year revenue  
growth in both December 2020 and 
H1 2021, helped by a significant 
expansion in our 4G subscriber base, 
which now accounts for close to  
50% of our total mobile customers  
in Russia.

Beeline ended 2020 with close to 
twice the number of 4G base stations 
it had two years ago. Data speeds 
have improved throughout the 
country and are as much as 74% 
faster in Moscow than in 2019, where 
all of the capital’s metro stations are 
now served by our high-speed 
networks. Beeline customers also 
now experience lower dropped call 
rates and improving call quality. 

Taken together, we believe that 
customer confidence in the 
experience offered by Beeline is 
being restored. This is consistent with 
the reduction in customer churn we 
recorded during 2020, from a rate of 
12.8% in Q4 2019 to 10.6% in Q4 
2020.

MARKETS REVIEW

Markets review
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2020 Performance
In local currency terms, total 
operating revenue declined by 5.3% 
year-on-year in 2020, although 
beneath this was a marked deviation 
in quarterly growth rates which saw 
year-on-year revenues decline by 
9.8% in Q2 and 6.8% in Q3 before 
narrowing to minus 2% in Q4 as 
severe lockdowns were implemented 
and subsequently eased. On a 
reported basis, total operating 
revenue in Russia decreased by 
14.8% year-on-year, mainly due to 
the devaluation of the Russian ruble.

2020 mobile revenue was negatively 
impacted by a customer base decline 
in the first half of the year, as well as 
reduced roaming revenues due to 
travel restrictions, which were 
implemented in March 2020. 

Meanwhile, fixed-line revenue 
showed strong positive performance 
as customers relied more heavily on 
fixed-line data at home due to 
lockdown restrictions. Total revenue 
trends improved in the second half of 
2020 as a result of a considerable 
network investment made in the last 
18 months, resulting in a stabilisation 
of our customer base.

As of December 31, 2020, we had 
49.9 million mobile customers in 
Russia representing a decrease of 
8.7% year-on-year. The decline took 
place in the first half of 2020 and  

Revenue
(RUB billion)

FY17 FY18 FY19 FY20

27
5.

9

29
1.

5

28
9.

9

27
4.

5

EBITDA2

(RUB billion)

FY17 FY18 FY19 FY20

10
4.

3

10
4.

7 12
6.

7

10
7.

8
4G user base3 
and penetration
(users in millions and 
penetration in percentages)

20
.7

20
.1 21

.7 22
.6

41% 42%
46% 48%

1Q20 2Q20 3Q20 4Q20

was primarily due to customer 
perceptions on network quality,  
as well as a reduction in sales  
during strict lockdown periods and 
loss of migrant customers from  
our subscriber base due to  
travel restrictions. 

Encouragingly, the Beeline team 
managed to stabilise customer base 
numbers in Q3 and recorded slight 
growth in Q4. In addition, Beeline 
Russia successfully grew its 4G user 
base, recording 48% penetration  
of its total mobile base at the end  
of 2020.

Our mobile ARPU in Russia decreased 
by 2.1% year-on-year in local 
currency terms, mainly driven by 
lower revenues including roaming, 
stemming from reduced customer 
travel during the pandemic.

Adjusted EBITDA1 decreased by 
14.9% year-on-year in local currency 
terms, primarily due to lower 
revenues, as well as an increase in 
structural operating expenses related 
to increased network investments 
and higher interconnection costs due 
to the increased ratio of off-net 
traffic. On a reported basis, Adjusted 
EBITDA declined by 23.1% year-on-
year, reflecting weakness in the 
Russian ruble versus the US dollar 
across the period.

1. Adjusted EBITDA is a non-IFRS financial 
measure. See Glossary on page 202 for 
a full definition.

2. VEON adopted IFRS 16 (Leases) for its 
statutory reporting from January 1, 2019. 
All EBITDA data prior to that date is 
depicted here on a pre-IFRS 16 basis, 
and thereafter includes IFRS 16.

3. % of active 4G data users in total 3 months 
active customer base (excluding M2M). 
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Pakistan

With 66 million subscribers, Pakistan 
is our second largest market by 
revenues and one of our fastest 
growing. Our operating company 
there, Jazz, enjoys market leadership 
and the industry’s fastest 4G 
network. The nation’s young, vibrant 
population is driving a strong 
adoption cycle in digital services, 
which is translating into strong 
subscriber demand for data, 
revenues for which grew by 24% 
year-on-year in 2020 in local  
currency terms.

Pakistan is home to JazzCash – our 
leading digital financial services 
platform, which provides mobile 
access to banking and payments 
facilities to one of the world’s most 
unbanked nations. 2020 was an 
excellent year for this business, 
during which its monthly active user 
base grew by two-thirds to 12.2 
million and its merchant network 
expanded to 56,800 monthly active 
partners. It was also a record year  
for the total value processed across 
the platform, which exceeded  
USD 14 billion.

JazzCash is the foundation stone of 
our growing ecosystem of digital 
capabilities in Pakistan, which include 
our entertainment content platform 
Jazz TV and the nation’s largest 
mobile health initiative, provided 
through our local partner BIMA 
Health. Uptake of these services is 
being facilitated through our 
sustained investment in high-speed 
4G networks, which delivered 
services to 38% of our customers  
at the end of 2020 (up from 26% at 
the end of 2019), underscoring the 
considerable growth opportunity  
we have ahead of us.

66m
Subscribers

56,800
JazzCash total 
active merchants

12.2m
Total JazzCash monthly 
active user base

38%
4G customer penetration

MARKETS REVIEW CONTINUED
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Revenue
(PKR billion)

FY17 FY18 FY19 FY20

16
0.

7 18
1.

7

19
7.

6

19
9.

3

EBITDA
(PKR billion)

FY17 FY18 FY19 FY20

74
.1 86

.8 10
0.

1

99
.2

4G users and penetration
(million and %)

17
.7 19

.1 22
.2 25

.0

4G Users 4G Penetration

29% 30%

35%
38%

1Q20 2Q20 3Q20 4Q20

2020 Performance
In local currency terms, revenue 
increased by 0.8% year-on-year, 
supported by strong mobile data 
revenue growth as a result of 4G 
network expansion in 2020, which 
was partially offset by certain 
regulatory and tax changes that 
negatively affected revenue numbers. 
On a reported basis, revenue 
decreased by 6.7% year-on-year 
mainly due to the devaluation of the 
Pakistan rupee.

In 2020, we had 66.4 million 
customers in Pakistan, representing 
an increase of 9.8% year-on-year 
driven primarily by growth in mobile 
data customers, which increased by 
13.4% year-on-year, while 4G user 
penetration in total base increased  
to 38% at the end of 2020. The 
increase arose on the back of our 
continued expansion of our 4G 
network across Pakistan.

In 2020, our mobile ARPU in  
Pakistan decreased by 8.5% year-
on year in local currency terms, 
mainly driven by price competition, 
regulatory and tax charges which 
affect revenue numbers and reduced 
activity from the lockdown measures 
implemented in Pakistan in response 
to the pandemic.

Adjusted EBITDA decreased by 0.9% 
year-on-year in local currency terms 
and by 8.4% on a reported basis, 
which primarily reflects the 
classification of certain costs for our 
ex-Warid licence paid in the form of 
security (under protest) as service 
costs in 2020, compared to the prior 
year’s amortisation of licences below 
EBITDA. This impact was offset by the 
reversal of a provision, with an 
impact on Adjusted EBITDA of PKR 
8.6 billion (USD 52 million), in the 
third quarter of 2020.

Our leading digital financial services 
business in Pakistan, JazzCash, 
recorded strong performance in 
2020. Its user base saw 67% year-on-
year growth, finishing the 2020 year 
with 12.2 million monthly active users 
and 27.4 million registered wallets, 
an increase of 47% year-on-year.
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MARKETS REVIEW CONTINUED

Ukraine

Ukraine is a high-growth market  
in which our operating company, 
Kyivstar, is the market leader. 
Kyivstar’s success has been  
founded on a customer-first 
approach that has enabled us to 
excel in delivering tailored services to 
both retail and business customers, 
which underpinned 12.4% local 
currency revenue growth in 2020 
despite the challenges of the 
COVID-19 pandemic.

Kyivstar operates one of the Group’s 
most diversified range of digital 
services. These serve retail customers 
with products like Doctor Online, 
mobile payments and Kyivstar TV,  
as well as B2B customers through a 
growing range of technology-driven 
services. This provides the business 
with a balanced portfolio of growth 
opportunities in a marketplace with a 
mature appetite for digital products.

Acknowledging the creativity 
of Ukraine’s vibrant developer 
community, Kyivstar pioneered an 
Open API ecosystem in 2020 that 
allows developers to access data, 
analytics, scoring capabilities 
and services in a user-friendly 
environment.

Alongside the strategic partnership 
we announced with Microsoft in 
December 2019 to expand our IoT, 
big data, AI and cloud capabilities, 
Kyivstar is committed to engaging 
with the very best technologists in 
order to be the connectivity partner 
of choice for business users.

Kyivstar is both a fixed-line and 
mobile success story. Fixed-line 
service revenues grew by 19% in 
2020, encouraged by the switch to 
home-working. Mobile service 
revenues grew by 12%, which 
alongside our rapid rollout of 4G 
services helped to drive a 22% rise in 
mobile data revenues for the year. 

Rates of digital adoption are strong, 
with the number of our MyKyivstar 
self-care users rising 81% year-on-
year in Q4 alongside a 73% rise in our 
Kyivstar TV user base, both of which 
bode well for the future growth of 
this market-leading business.

The deployment of 4G networks in 
rural areas was a key strategic 
priority for Kyivstar in 2020 as the 
company delivered on its goal to 
achieve 86% 4G population coverage 
by the close of the year. As the 
market’s leading mobile operator, 
Kyivstar played a key role in 
accelerating the development of the 
nation’s 4G infrastructure by 
voluntarily returning its 900 MHz 
spectrum, in order to enable other 
operators the opportunity to expand 
4G coverage across Ukraine.

In 2020, Kyivstar was recognised  
as the nation’s best employer  
and was the telecom industry’s 
largest taxpayer.

12.4% 
Local currency revenue 
growth in 2020 

22%
Increase in mobile 
data revenues

19%
Growth in Kyivstar 
fixed-line services

81%
Growth in MyKyivstar 
self-care users
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Revenue
(UAH billion)

FY17 FY18 FY19 FY20

16
.5 18

.7

22
.4 25

.2

EBITDA
(UAH billion)

FY17 FY18 FY19 FY20

9.
2 10

.5

14
.7

17
.0

4G users and penetration
(million and %)

1Q20 2Q20 3Q20 4Q20

7.
8

7.
8 8.

8 9.
3

4G Users 4G Penetration

30% 31%
34%

36%

2020 Performance
Revenue increased by 12.4% year-on-
year in local currency terms and 7.2% 
on a reported basis. The rise 
primarily reflects strong growth in 
mobile data consumption, owing to 
strong 4G adoption on the back of 
our continued focus on 4G 
connectivity and digitalising solutions 
for customers. Fixed-line revenue 
also grew strongly by 18.7% year-on-
year as customers continued to draw 
on fixed-line data at home.

As of December 31, 2020, we had 
25.9 million mobile customers in 
Ukraine representing a decrease of 
1.1% year-on-year. The decrease was 
a result of lower gross additions 
owing to the closure of stores as a 
result of lockdown measures, as well 
as a reduction in multi-SIM users in 
the market and demographic trends 
in Ukraine. Our mobile data 
customers increased by 1.2% 
year-on-year, spurred by 4G 
customer growth where penetration 
reached 36% at the end of 2020.

In 2020, our mobile ARPU in Ukraine 
increased by 14% year-on-year in 
local currency terms, primarily due to 
greater use of our services.

Adjusted EBITDA increased by 15.6% 
year-on-year in local currency terms 
and by 10.1% on a reported basis, 
primarily due to solid revenue 
performance and lower service and 
commercial costs. This was offset 
partially by an increase in structural 
operating expenses when compared 
with 2019.
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Kazakhstan

Beeline Kazakhstan is our fastest-
growing operating business and was 
one of the first to see a full recovery 
in revenues at the end of 2020 
following the challenges of COVID. It 
also has the highest 4G penetration 
rate in the Group – 54% at the end of 
2020 – which is underpinning strong 
customer uptake of Beeline’s growing 
range of digital services. These 
include Beeline TV and our My 
Beeline self-care app, both of which 
saw their active user base almost 
double during the course of 2020.

Kazakhstan is also a fixed-line growth 
story, where service revenues grew 
by 27% in 2020 reflecting the 
increasing popularity of our 
convergent products that bundle 
together mobile, fixed and 
broadband services, which are now 
taken by one in five of our customers.

Alongside meeting the fixed-line  
data needs of home-workers, we  
are also expanding the reach of 
high-speed connectivity to rural 
communities. Here, we are proud  
to be part of the nation’s 250-plus 
programme, through which we are 
sharing networks with other 
operators to help bridge digital 
divides between communities  
(see page 43 for further details).

Kazakhstan is a market with a  
bright digital future. It was one of  
the first markets in which we 
successfully trialled 5G services  
back in October 2019. 

Although 5G investment remains a 
distant need for now, the rapid digital 
adoption we have enabled through 
products like our digital operator Izi, 
which now serves 45,000 customers 
with a fully online and flexible 
product experience, demonstrates 
the eagerness of the nation’s 
customers to embrace the very latest 
digital services our industry can offer.

27% 
Growth in Beeline 
Kazakhstan fixed  
line services 

54%
4G penetration rate

14.4%
Rise in local 
currency ARPU

MARKETS REVIEW CONTINUED 
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Revenue
(KZT billion)

FY17 FY18 FY19 FY20

13
5.

6

15
1.

8 18
6.

0

19
7.

8

EBITDA
(KZT billion)

FY17 FY18 FY19 FY20

58
.5 71

.1

10
3.

5

10
9.

4
4G users and penetration
(million and %)

4.
2

4.
2 4.

8 5.
2

4G Users 4G Penetration

44% 44%

50%
54%

1Q20 2Q20 3Q20 4Q20

2020 Performance
Total operating revenue increased by 
6.3% year-on-year in local currency 
terms, primarily due to strong 
demand for our data services which 
has been spurred by an expansion of 
our 4G user base following 
investment in our 4G network. 

Growth in revenue from fixed-line 
services was also strong, with the 
popularity of our convergent 
products contributing to an 
enlargement of our customer base. 

These increases were partially  
offset by the impact of higher 
revenue in 2019 stemming from 
compensation received in relation to 
termination of a network sharing 
agreement with Kcell. Adjusted for 
this compensation Beeline 
Kazakhstan total revenue in local 
currency terms increased by 15.3% 
year-on-year in 2020. Adjusting for 
currency movements, reported 
revenue decreased by 1.4%  
year-on-year.

As of December 31, 2020, we had  
9.5 million mobile customers in 
Kazakhstan representing an decrease 
of 6.9% year-on-year. This decline 
was mainly due to post IMEI 
registration barriers resulting in 
lower gross additions. The number of 
mobile data customers increased by 
4.3% mainly due to improved bundle 
offers and data services, as well as 
greater adoption of 4G users, where 
the penetration rate grew by 13 
percentage points year-on-year to 
reach 54% at the end of 2020.

In 2020, our mobile ARPU in 
Kazakhstan increased by 14.4% 
year-on-year in local currency  
terms, primarily due to growth in 
data usage.

Adjusted EBITDA increased by 5.7% 
year-on-year in local currency terms, 
primarily due to higher revenues 
which were partially offset by 
increased personnel costs, certain 
non-income taxes and technology 
expenses. On a reported basis, 
Adjusted EBITDA decreased by 1.9% 
year-on-year reflecting weakness in 
the Kazakhstani tenge versus the US 
dollar during 2020.
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MARKETS REVIEW CONTINUED 

Increasing mobile data penetration 
remains the key growth driver of our 
business in Uzbekistan, where VEON 
also operates under the Beeline 
brand. Beeline enjoys a leading 
market position here, secured 
through a focus on the loyalty of 
customers amongst which ARPU 
opportunities are greatest.

Growing our high-speed 4G networks 
is our immediate priority in 
Uzbekistan. Here, our investments 
during 2020 facilitated a sharp rise in 
adoption, with our 4G customer base 
penetration increasing by 11 
percentage points to 46%. This offers 
Beeline considerable opportunity to 
grow data use and pioneer new 
digital services, which it is pursuing 
through similar content and mobile 
financial services offers as elsewhere, 
including BeelineTV, where our active 
user base reached 660,000 in 2020. 

The scope to engage our customers 
around new services is also 
increasing through the rapid 
adoption we have seen for our 
MyBeeline self-care app, the active 
user base of which grew by over 
180% during 2020.

Data demand has been a key growth 
driver for Beeline Uzbekistan and is 
likely to remain so for the 
foreseeable future as smartphone 
adoption rates rise from their 
present comparatively low levels. 
Enabling this opportunity is our 
considerable investment 
commitment to 4G deployment 
reflected in the 16% rise in 
operational capex we recorded 
in 2020.

46% 
4G customer penetration

180%
Increase in MyBeeline 
self-care app users

16%
Rise in operational capex

Uzbekistan

Uzbekistan has been a challenging 
market in the recent past given tax 
changes, customer registration 
requirements and strong 
competition, but its early-stage 
nature suggests opportunities ahead 
which Beeline is well positioned 
competitively to seize.
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2020 Performance
Total revenue decreased by 12.7% 
year-on-year in local currency terms, 
primarily due to a decline in our 
subscriber base as a result of a new 
excise duty, IMEI registration 
implementation and strong price 
competition in the market, as well as 
weaker business activity due to 
COVID-19 restrictions. On a reported 
basis, revenue declined by 23.3% 
year-on-year.

The number of mobile customers 
decreased by 16% to 6.8 million in 
2020. The decrease was the result 
of a strategic focus on high value 
customers on the back of strong 
price competition in the market, 
resulting in a higher churn rate. 
Within this, our focus on 4G  
was reflected in a rise in our 4G  
user base, which grew by 11% 
year-on-year.

Revenue
(UZS billion)

FY17 FY18 FY19 FY20

2,
34

1.
8

2,
53

7.
8

2,
27

5.
3

1,
98

5.
5

EBITDA
(UZS billion)

FY17 FY18 FY19 FY20

1,
16

0.
1

1,
09

7.
9

1,
20

4.
0

67
9.

6
4G users and penetration
(million and %)

1Q20 2Q20 3Q20 4Q20

2.
8

2.
7 2.

9 3.
1

4G Users 4G Penetration

37% 39%
43%

46%

Mobile ARPU increased by 2% 
year-on-year in local currency terms, 
primarily due to our strategic focus 
on high value customers. 

Adjusted EBITDA decreased by 43.6% 
year-on-year in local currency terms 
and 50% year-on-year on a reported 
basis, primarily due to reduced 
revenues as well as higher structural 
operating expenses.
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MARKETS REVIEW CONTINUED 

Algeria remains a challenging market 
but is one in which our operating 
company, Djezzy, has continued to 
outperform its competitors, 
successfully gaining revenue share of 
a market that has experienced an 
overall contraction in total revenue 
over the past five years.

Despite a difficult regulatory context 
(particularly the recent asymmetric 
and arbitrary 29% reduction in 
mobile termination rates in 2019), 
fierce price competition and already 
tough macroeconomic conditions 
that have been exacerbated by 
COVID, Djezzy managed to maintain 
its top Net Promoter Score (NPS) 
spot in the market in 2020.

Djezzy’s success has been founded 
on a segmented approach to the 
Algerian market that emphasises 
young people through dedicated, 
digital-centric product offerings. Key 
to these relationships is its highly 
ranked self-care app Djezzy, which 
was enabled by 2018’s Digital 
Business Support System upgrade 
and continued to gain adoption 
amongst our customer base in 2020, 
where it is used actively by close to a 
quarter of a million customers.

Djezzy grew its share of 4G users 
strongly over the past year and 
aspires to secure the highest share of 
data market opportunities by further 
expanding its 4G networks. Progress 
here is demonstrated in Djezzy’s 
subscriber mix: out of Djezzy’s 14 
million customers, 9 million are data 
users and 40% of the total are now 
using 4G, an 8 percentage-point rise 
from last year. The result was 
another impressive year for data 
revenues, which grew by 19% 
in 2020.

In July 2021, we announced that the 
Group had exercised its put option to 
sell its stake in Djezzy. An 
independent valuation process to 
determine the fair value of this stake 
is now underway.

14m 
Djezzy customers

40%
4G customer penetration

19%
Growth in data revenues

Algeria
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Revenue
(DZD billion)

FY17 FY18 FY19 FY20

10
1.

5

94
.8

92
.5

87
.2

EBITDA
(DZD billion)

FY17 FY18 FY19 FY20

47
.2

42
.4

42
.3

38
.3

4G users and penetration
(million and %)

5.
1 5.
2 5.

5 5.
7

4G Users 4G Penetration

36% 37% 38%
40%

1Q20 2Q20 3Q20 4Q20

2020 Performance
Total revenue decreased by 5.7% 
year-on-year in local currency terms 
and 11.1% on a reported basis. This 
reflected a fall in our subscriber base 
in an aggressively competitive market 
and the negative impact of a change 
in Mobile Termination Rates (MTR), as 
well as the economic slowdown due 
to the COVID-19 pandemic. Against 
this, mobile data revenue growth 
remained strong, rising by 18.9% 
year-on-year due to higher usage as  
a result of our 4G rollout.

As of December 31, 2020, our 
customer base decreased by 3.4% to 
14.1 million year-on-year driven by 
the overall economic slowdown as a 
result of the pandemic. Mobile data 
customers showed a growth of 4.5% 
year-on-year, mainly due to our 4G 
rollout and increased demand for 
data, resulting in a 4G user 
penetration rate of 40% at the  
end of 2020.

Mobile ARPU in Algeria was broadly 
flat (-0.2%) year-on-year in local 
currency terms. This stable 
performance reflected our pricing 
strategy and a more high-value 
customer base, offset by lower 
consumption due to a general 
economic slowdown as described 
above. On a US dollar basis, mobile 
ARPU declined by 4.8%.

Adjusted EBITDA decreased by 9.4% 
year-on-year in local currency and 
14.7% year-on-year on a reported 
basis, primarily due to the decrease 
in total revenue, with operating 
expenses remaining relatively stable.
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MARKETS REVIEW CONTINUED 

Bangladesh is an early-stage market 
for mobile and digital services but 
one that is showing encouraging 
signs of rapid customer adoption. 
Here, we enjoy a strong market 
presence through our operating 
company, Banglalink, which is actively 
promoting the use of digital channels 
to activate top-ups, account 
management and the adoption of 
additional services. Our self-care app, 
MyBanglalink, is playing a key role 
here and saw its user base triple in 
size during 2020.

Bangladesh is also home to Toffee – 
one of the Group’s most successful 
entertainment content services. With 
its emphasis on sport, local-language 
and user-generated media, Toffee 
has proven to be a local success story 
in a market where other providers 
have struggled. From launch in 
November 2020, Toffee ended 2020 
with 2.3 million monthly active users 
– a remarkable achievement in such a 
short time period.

Until recently a market largely served 
by 3G networks, Banglalink made a 
significant investment in 4G 
infrastructure during 2020, which 
enabled us to more than double the 
4G penetration of our customer base 
from 11% to 24%. The quality of our 
networks was recognised twice in 
2020 when Banglalink received the 
Fastest Mobile Network in 
Bangladesh award by Ookla® 
Speedtest® for two six-month 
periods in a row.

2.3m 
Toffee’s monthly active 
customer base

60%
Population reach of  
our 4G services

23%
Rise in data revenues

Bangladesh

Data is the backbone of Banglalink’s 
growth. Our data users continued to 
grow in 2020 and generated a 23% 
rise in mobile data revenues. With 
our 4G networks now covering 60% 
of Bangladesh’s population, we are 
confident that Banglalink has a 
promising growth story ahead of it.
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Revenue
(BDT billion)

FY17 FY18 FY19 FY20

46
.5
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.7

45
.3

45
.6

EBITDA
(BDT billion)

FY17 FY18 FY19 FY20
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.3

18
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.3

4G users and penetration
(million and %)

5.
4 5.

9

7.
0

8.
0

4G Users 4G Penetration

16%
18%

21%

24%

1Q20 2Q20 3Q20 4Q20

2020 Performance
In 2020, total revenue grew slightly 
by 0.7% year-on-year in local 
currency terms and was broadly flat 
with the prior year on a reported 
basis. Overall, the negative impact of 
the pandemic crisis was offset by an 
acceleration in service revenue 
growth following the acquisition of 
additional spectrum and enhanced 
network availability, along with the 
continued expansion of Banglalink’s 
distribution footprint.

As of December 31, 2020, our 
number of customers decreased by 
1.2% year-on-year to 33.2 million. 
This was primarily due to lower sales 
compared with last year as a result of 
lockdowns. Against this, mobile data 
customers increased by 5.3% 
year-on-year, supported by growth in 
our 4G user base, where penetration 
reached 24% at the end of 2020.

In 2020, our mobile ARPU in 
Bangladesh remained stable in both 
local currency and US dollar terms 
compared with last year.

Adjusted EBITDA increased by 2.9% 
year-on-year in local currency terms 
and 2.7% on a reported basis. This 
principally reflects consistent 
performance on revenue and 
operational savings, partially offset 
by an increase in minimum tax  
rates which adversely impacted 
operating expenses.
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Strengthening our risk 
culture: three lines  
of defence
The ‘three lines of defence’ approach 
provides a simple and effective way 
to enhance communications around 
risk management, governance and 
control by clarifying roles and 
responsibilities. VEON has adopted 
this model to provide reasonable 
assurance that risks to achieving 
important objectives are identified 
and mitigated. 

First line of defence

VEON recognises that the first line of 
defence consists of the business 
functions which own and are 
responsible and accountable for 
directly assessing, controlling and 
mitigating risks. Since 2016, targeted 
communication campaigns have 
been launched globally to foster risk 
and control awareness across  
the Group.

In order to embed a culture aligned 
to our risk appetite and individual 
responsibilities in relation to risk 
management, we embarked on an 
awareness programme in 2019 which 
continued throughout 2020. This 
programme involved an awareness 
campaign using sport, games and the 
idea of teamwork to highlight the 
importance of every individual’s 
contribution to effective risk 
management and a strong control 
environment, and was launched to 
reinforce accountability and 
ownership for risk management and 
the internal control environment.

Second line of defence

The second line of defence monitors 
and facilitates the implementation of 
effective risk management practices 
and internal controls by the first line 
of defence. The second line 
comprises Group Internal Control, 
Group Enterprise Risk Management, 
Group Internal Audit & Compliance 
and Group Legal, amongst other 
Group functions. The second line 
supports the business functions in 
identifying what could go wrong and 
provides the methods, tools and 

guidance necessary to support the 
first line in managing their risks.

As a publicly traded company on a US 
stock exchange registered with the 
US Securities and Exchange 
Commission, we must comply with 
the Sarbanes Oxley Act (SOX). SOX 
Section 404 requires that 
management perform an assessment 
of the Internal Controls over Financial 
Reporting (ICFR) to confirm both the 
design and operational effectiveness 
of the internal controls.

Our internal control system is 
designed to provide reasonable 
assurance regarding the reliability of 
financial reporting and the 
preparation and fair presentation of 
VEON Ltd.’s published consolidated 
financial statements under generally 
accepted accounting principles. The 
VEON ICFR Framework incorporates 
risk assessment as part of our 
scoping process, an assessment of 
the design effectiveness of the 
required controls, testing of the 
operating effectiveness of the key 
control activities and monitoring of 
our financial reporting at entity-wide 
and functional levels. For further 
details, see ITEM 15 – Controls and 
Procedures in our Form 20-F for the 
year ended December 31, 2020 filed 
with the SEC.

Our Group Internal Control 
department has established and 
maintains uniform governance, 
policies and control standards that 
apply to controlled subsidiaries. Our 
ICFR testing results are reported into 
our Board of Directors, Group Risk, 
Ethics and Assurance Committee 
(REAC), OpCo business risk 
committees, OpCo boards of 
directors and our Audit and Risk 
Committee at least on a quarterly 
basis as part of our assurance model. 

For a more detailed overview of the 
governance changes in 2020, see the 
Governance Structure section on 
pages 94 to 97 of this Report.

VEON has adopted the relevant 
criteria from the Committee of 
Sponsoring Organisations of 
the Treadway Commission 
(COSO) and Enterprise Risk 
Management (ERM) – 
Integrated Framework (2017) 
as the foundation of our 
enterprise risk management 
approach. Through VEON’s ERM 
framework, our management 
aims to identify, assess, 
adequately manage, monitor 
and report risks that could 
jeopardise the achievement 
of our strategic objectives. 
A unified and consistent ERM 
framework is used throughout 
the organisation.

HOW WE MANAGE RISKS

How we 
manage risks
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Third line of defence

In addition to its roles under the 
second line of defence strategy, the 
Group Internal Audit & Compliance 
team comprises the third line of 
defence and is responsible for 
providing independent assurance to 
senior management on the 
effectiveness of the first and second 
lines. The function conducts ad hoc 
financial, information technology, 
strategic and operational audits and 
special investigations. Throughout, 
Group Internal Audit & Compliance 
conducts its activities in a manner 
based on a continuous evaluation of 
perceived business risks.

OpCo risk oversight

To ensure strong oversight of and 
alignment between the three lines of 
defence, each OpCo is managed by 
its respective chief operating officer 
(OpCo CEO) and management team, 
with oversight by their respective 
board of directors or equivalent 
bodies (OpCo Boards) and each OpCo 
Board has established an OpCo 
business risk committee (OpCo BRC). 
Each OpCo BRC is chaired by the 
Group Chief Financial Officer, his 
nominee or the Group Chief Internal 
Audit & Compliance Officer.

The purpose of each OpCo BRC is to 
consider the overall risk profile of the 
Group and ensure risk informed 
decision-making. Each OpCo BRC 
oversees and aligns the activities of 
the Group’s various risk and 
assurance functions to coordinate 
and manage actions efficiently across 
the Group. 

Each of the OpCo Boards is 
comprised of members of the VEON 
HQ management team. Certain of 
our OpCo Boards also draw on the 
expertise of local advisors who may 
also serve as independent members 
of the OpCo Board. Each OpCo’s 
overall risk profile is presented to its 
OpCo Board regularly and at least 
once per quarter, accompanied by 
the recommendations of its OpCo BRC. 

This programme is continuously 
monitored by OpCo management 
and the OpCo Boards, and tested by 
both the relevant OpCo internal audit 
function and Group Internal Audit & 
Compliance. The Group Audit and 
Risk Committee provides ultimate 
oversight while each OpCo BRC 
provides active monitoring and 
engagement with the OpCos on all 
enterprise risks, control, compliance 
and assurance matters.

VEON‘s risk appetite per COSO category
Risk category Category description Risk appetite

Strategic risk Risks arising from strategic changes in the business 
environment and from adverse strategic business decisions 
impacting prospective earnings and capital.

 

Operational risk Risks arising from inadequate or failed internal processes, 
people and systems or external events impacting current 
operational and financial performance and capital.

 

Financial risk Risks relating to financial loss arising from uncertainties/
decisions impacting the financial structure, cash flows and 
financial instruments of the business, including capital 
structure, insurance and fiscal structure, which may impair 
VEON’s ability to provide an adequate return.

 

Compliance risk Risks resulting from non-compliance with applicable local 
and/or international laws and regulations, internal policies 
and procedures, ethical behaviour, compliance culture and 
also including legal and regulatory risks that could result in 
criminal liability.

 

Averse Neutral Seeking

Averse Neutral Seeking

Averse Neutral Seeking

Averse Neutral Seeking

Defining our risk appetite

Defining our risk appetite in line with 
the COSO Framework, the VEON 
Enterprise Risk Management (ERM) 
framework categorises risk into four 
risk categories: Strategic, Operational, 
Financial and Compliance.

Our risk appetite is defined for each 
of the four risk categories by 
considering our business objectives, 
as well as potential threats to 
achieving these. On an annual basis, 
the appetite statements for each 
category of risk are revised and 
approved by VEON’s Executive 
Committee and presented to the 
Audit and Risk Committee. These 
statements are then integrated into 
the business through our global 
policies and procedures and our risk 
management cycle.
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HOW WE MANAGE RISKS CONTINUED

Effective risk management requires a continuous and iterative 
process and involves the following five steps:

Risk management 
in execution

1. Clarify 
objectives and 
identify risks

Strategic assessment of 
potential risk impacts 

and mitigations 

2. Assess and 
prioritise risks

Multi-level assessment  
across divisions, 

functions and OpCos

4. Monitor, 
report and 

escalate
Risk assignment and 

prioritisation based on 
ERM framework

5. Assure
Quarterly  

management  
certification

3. Respond  
to risk

Take, Treat, Transfer 
or Terminate
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1. Clarify objectives and 
identify risks:
VEON’s strategy is developed with a 
comprehensive understanding of the 
strategic and inherent risks involved 
in doing business. We consider the 
potential effects of the business 
context on risk profile as well as 
possible ways of mitigating the risks 
we are exposed to.

2. Assess and prioritise risks:
Risks identified as relevant for VEON 
are assessed in order to understand 
the severity of each risk to the ability 
to execute on VEON’s strategy and 
business objectives. The severity of 
risk is assessed at multiple levels of 
the business as it may not be the 
same across divisions, functions and 
operating companies.

3. Respond to risk:
The assessed severity of the risk is 
utilised by management to determine 
an appropriate risk response (Take, 
Treat, Transfer or Terminate) which 
may include implementing 
mitigations, taking into account the 
risk appetite.

4. Monitor, report  
and escalate:
VEON’s Group CEO and senior 
management review significant  
risks assessed and prioritised based 
on the Group’s ERM framework.  
The top Group risks are also reported 
to VEON’s Board of Directors, in 
particular with the Audit and Risk 
Committee (at least on a quarterly 
basis), to evaluate material  
Group risks.

VEON’s management also monitors 
and evaluates risk through our  
Group Risk, Ethics and Assurance 
Committee (REAC), which is chaired 
by the Group Chief Financial Officer 
and includes the Group Directors of 
each of the assurance departments. 
Group REAC oversees and aligns the 
activities of the Group’s various risk 
and assurance functions to 
coordinate and manage actions 
efficiently across the Group,  
which include:

• Advising senior management on 
matters concerning the risk, ethics 
and compliance, including an 
overall risk and assurance vision 
and strategy.

• Overseeing activities to develop 
and maintain a fit-for-purpose risk 
and assurance programme.

• Engaging with VEON’s senior 
management on important 
developments in the context of 
risk, ethics and compliance.

The Board of Directors maintains a 
number of Committees, including the 
Audit and Risk Committee, which 
expressly refers to its role in 
overseeing VEON’s ERM framework  
in its charter.

5. Assure:
On a quarterly basis, through the 
management certification process, 
local CEOs and CFOs certify 
significant risks have been 
considered and appropriate 
measures have been taken to 
manage the identified risks in 
accordance with the Group’s ERM 
policies and procedures.

83

IN
TRO

D
U

CTIO
N

CO
RPO

RATE 
G

O
VERN

AN
CE

FIN
AN

CIAL
IN

FO
RM

ATIO
N

AD
D

ITIO
N

AL 
IN

FO
RM

ATIO
N

Integrated Annual Report 2020  VEON

VALU
E CREATIO

N
PERFO

RM
A

N
CE 

SU
M

M
A

RY



Risks table 
On the following pages, we 
summarise the risks we encounter in 
operating our business and discuss 
certain mitigation efforts associated 
with each.

For a more detailed discussion of the 
risks and uncertainties relating to our 
business, see Item 3D – Risk Factors 
of our Annual Report on Form 20-F 
for the year ended December 31, 
2020 filed with the SEC.

The risks listed may not be 
exhaustive, and additional risks and 
uncertainties not presently known 
to VEON, or that it currently deems 
immaterial, may also have or 
develop a material adverse effect 
on its business, operations, 
financial condition or performance, 
or other interests. 

OUR PRINCIPAL RISKS 

Our key risks

Prioritisation of strategic, operational and financial 
risks is based on EBITDA business impact thresholds and 
likelihood scales from 1 to 5. Once the identified risks are 
assessed and prioritised based on the above scales, the 
risk response strategy is decided and mitigating action 
plans are defined and/or updated.

The outcome of the risk assessment information is 
captured in our Global GRC Tool. The risk response 
strategy is determined based on the business context, risk 
appetite, severity and prioritisation. Furthermore, the risk 
response must also consider the anticipated costs and 
benefits commensurate with the severity and prioritisation 
of the risk and address any obligations and expectations 
(for example, industry standards, shareholder 
expectations, etc.).

Prioritisation of some compliance risks such as 
non-compliance with anti-bribery and corruption laws, 
and non-compliance with international sanctions and 
export laws and regulations is performed qualitatively, 
due to their nature, based on external factors sourced 
from independent non-governmental reports (where 
possible) and internal factors sourced from VEON’s 
business processes by the local ethics & compliance and 
legal teams. 

The sequence in which the risks and mitigating actions are 
presented below is not intended to be in any order of 
severity, chance or materiality. The following icons are 
used in the risks table below to provide a qualitative 
assessment of changes in net risk in 2020 (i.e. each risk 
once mitigating actions are taken into consideration): 

 Risk increased 

 Risk stable

 Risk decreased
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KEY RISKS

1. Market
Our business is subject to a variety of market-related risks across our geographies. These include:
• Foreign exchange-related risks since a significant proportion of our costs and liabilities are in US dollars  

and Russian rubles whereas our revenues are in a variety of local currencies.
• Competition since we operate in highly competitive markets which may impact our ability to attract and  

retain customers and achieve our financial targets.
• Keeping pace with technology since our future success will depend on our ability to keep pace with investments 

in current technologies and technological changes in our industry and deploying networks and services that  
these enable.

• Macroeconomic developments given that we operate in a variety of markets that may be subject to adverse 
economic, political and regulatory factors which may impact the operating environment for our services.

• Implications of the COVID-19 pandemic, or those relating to similar public health developments, which may 
impact our operations and those of our customers and suppliers, as well as the economies in which we operate.

EXAMPLES OF HOW WE MITIGATE KEY DEVELOPMENTS IN 2020

• The Company hedges part of its 
exposure to fluctuations on the 
translation into US dollars of the 
revenues of its foreign operations by 
holding borrowings in foreign currencies 
and by the use of foreign exchange 
swaps and forwards. 

• We are monitoring and responding to 
technology developments and 
competitor activity that could have an 
impact on us achieving our goals.

• We continue to engage in dialogue with 
local industry regulators to ensure we 
understand the requirements and 
challenges of local markets and adapt 
our services accordingly.

• We are continuing to assess and take 
what we believe are the necessary  
steps to ensure the continuity of  
our operations and the safety of  
our employees during the  
COVID-19 pandemic.

• During 2020 the Company used foreign exchange forwards to 
mitigate foreign currency translation risk related to the 
Company’s net investment in its Russian operating company.

• In April 2020, the Company established a USD 6.5 billion  
Medium-Term Note (MTN) programme that has since allowed  
us to increase the proportion of our Russian ruble-denominated 
borrowings to better match the ruble contribution to  
our revenues.

• We continued to adapt our marketing strategies to local market 
conditions, notably in Russia where we simplified our product 
offers and maintained competitive prices in combination with 
increasing the transparency of our content policy conditions. 

• We continued to attract customers to our shared bundle product 
and convergence offers while deploying high-speed 4G networks 
across our markets to enhance the experience of our customers.

• We now have the capacity to launch 4G services in each of our 
operating markets. We have also acquired new spectrum to 
boost our network capacity, enhance spectral efficiency and 
enable the launch of new Radio Access Networks Technologies. 

• The second quarter 2020 saw the full impact on our operations of 
the lockdowns imposed across our markets in response to 
COVID-19. Throughout the second half of the year, all operations 
saw a recovery in performance as our local businesses continue 
building resilience to the restrictions related to COVID-19. Our 
management has taken appropriate measures to keep our 
personnel safe and secure. We have not observed any particular 
material adverse impacts to our business, financial condition and 
results of operations, other than as described elsewhere in this 
Report, and Group liquidity is sufficient to fund business 
operations for at least another 12 months.

Key
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OUR PRINCIPAL RISKS CONTINUED

KEY RISKS

2. Liquidity and capital
Our business requires considerable financial capital in order to invest in the growth opportunities we identify. This 
requires us to manage a number of risks relating to capital and liquidity. These include:
• Liquidity risk since, as a holding company, VEON Ltd. depends on the performance of its subsidiaries and their 

ability to pay dividends, and may therefore be affected by changes in exchange controls and currency restrictions 
in the countries in which its subsidiaries operate.

• Banking and financial counterparty risk given that the banking systems in many countries in which we operate 
remain underdeveloped and there are a limited number of creditworthy banks in these countries with which  
we can conduct business, and currency control requirements restrict activities in certain markets in which we  
have operations. 

• Debt service risks given that substantial amounts of indebtedness and higher debt service obligations could 
materially impact our cash flow and affect our ability to raise additional capital.

• Access to capital since a significant rise in our indebtedness would imply higher debt service obligations,  
which may not be fully covered by our cash flow and could hinder our ability to access capital markets on 
acceptable terms. 

EXAMPLES OF HOW WE MITIGATE KEY DEVELOPMENTS IN 2020

• We have a centralised treasury function whose job is 
to manage liquidity and funding requirements as 
well as our exposure to financial and market risks.

• The Company monitors its risk of a shortage of 
funds using a recurring liquidity planning tool. The 
Company’s objective is to maintain a balance 
between continuity of funding and flexibility through 
the use of bonds, bank overdrafts, bank loans and 
lease contracts. 

• The Company’s policy is to create a balanced debt 
maturity profile and to use market opportunities to 
extend the maturity and reduce the cost of its 
borrowings as they arise.

• We adopt a prudent approach to managing our 
balance sheet leverage, increasing the level of our 
local currency borrowing and maintaining borrowing 
headroom in our revolving credit facilities.

• The primary objective of the Company’s capital 
management is to ensure that it maintains healthy 
capital ratios, so as to secure access to debt and 
capital markets at all times and to maximise 
shareholder value. The Company manages its capital 
structure and makes adjustments to it in light of 
changes in economic conditions.

• The Company assessed the concentration of risk with 
respect to refinancing its debt and concluded it to be 
low based on liquidity in the markets the Company 
has access to, and its recent history of refinancing. 

• Under its MTN programme, the Company took 
advantage of favourable capital market conditions 
three times during 2020 to issue three series of senior 
unsecured notes, the proceeds of which were used in 
part to refinance USD 1.4 billion worth of debt at 
lower coupons and longer maturities during the year.

• The Company signed three bilateral unsecured loan 
agreements in Ukraine for an aggregate amount of 
around USD 146 million. It also signed a bilateral 
unsecured loan agreement worth approximately USD 
25 million in Kazakhstan.

• The Company refinanced bilateral loan facilities in 
Russia worth around USD 2.3 billion during 2020, 
which alongside repayments on existing facilities 
enabled us to extend the maturity and reduce the 
financing costs of our ruble borrowings.

Key
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Stable

Decrease
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KEY RISKS

3. Operational
Ours is a complex business operating across ten markets at various levels of development and each with a variety of 
opportunities and challenges. These give rise to operational risks, which include:
• Challenges in local implementation of our strategic initiatives, which could be affected by a variety of 

unforeseen issues, including (but not limited to) technological limitations, regulatory constraints and insufficient 
customer engagement.

• Partnership risks given that we participate in strategic partnerships and joint ventures in a number of our 
markets, agreements around which may affect our ability to execute on our strategy and, where the consent of 
our partners is required, to withdraw funds and dividends from these entities. Partnerships could also give rise to 
reputational and indirect regulatory risks with respect to the behaviours and actions of our partners, as well as 
risks surrounding losing a partner with important insights in the local market.

• Cyber-attacks and denials of service, to which telecoms providers are vulnerable given the open nature of their 
networks and services, which could result in financial, reputational and legal harm to our business should these 
succeed in disrupting our services and result in the leakage of customer data or of our intellectual property.

• Supply chain risks since we depend on third parties for certain services and products important to our business 
and there may be unexpected disruptions to supply chains due to a variety of factors, including regulatory (e.g. 
trade restrictions), natural disasters, war, pandemics and similar unforeseen events.

• Spectrum and licence rights given that the success of our operations depends on acquiring and maintaining 
spectrum and licences in each of our markets, most of which are granted for specified terms with no assurance 
that they will be renewed once expired, or at what price.

• Interconnection agreements with other operators upon which the economic viability of our operations depend. 
A significant rise in these costs, or a decrease in the interconnection rates we earn, could impact the financial 
performance of our business, as could adverse local regulation of Mobile Termination Rates (MTRs), which govern 
the rates at which carriers compensate each other for carrying calls that originate on one another’s networks.

EXAMPLES OF HOW WE MITIGATE KEY DEVELOPMENTS IN 2020

• We remain committed to 
simplifying our business 
structure, which extends to our 
local partnerships. 

• We monitor and log our network 
and systems, and keep raising our 
employees’ security awareness 
through training, and operate a 
structured vulnerability scanning 
process within our security 
operations centres. 

• We maintain good bilateral 
relationships with the regulatory 
authorities in our operating 
markets in order to help us 
understand and adapt to their 
concerns and needs with respect 
to local regulation. 

• We conduct risk-based due 
diligence on our business 
partners and mitigate apparent 
risks through contractual 
requirements, representations, 
indemnities, warranties, etc.

• We regularly monitor the  
media presence and  
reputations of our partners  
and respond accordingly.

• We reduce our reliance on single 
vendors to the extent possible.

• Our new Governance, Risk and Compliance (‘GRC’) framework sets out 
policies for key operational activities, detailing the minimum standards 
to which each OpCo must comply in areas such as employee behaviour, 
financial conduct, procedures for Group contracting, cybersecurity and 
data privacy. These policies form part of the charter of our various 
Business Risk Committees, People Committees and our OpCo Boards, 
setting common boundaries for behaviour whilst encouraging freedom 
to operate within these to maximise business opportunity.

• In May 2020, VEON announced a partnership between JazzCash and 
payment technology leader Mastercard that strengthens the payments 
ecosystem for merchants and customers in Pakistan. The partnership 
with Mastercard allows merchants to accept digital payments from 
customers, digitise their supply chain, and move to cashless operations. 
JazzCash customers will also have access to Mastercard’s virtual and 
branded debit cards that can be used in 55,000 points of sale and ATMs 
in Pakistan, in addition to JazzCash merchants and e-commerce sites.

• In September 2020 the Dhabi Group exercised its put option to sell 
VEON its 15% shareholding in Pakistan Mobile Communications Limited 
(PMCL), the operating company of Pakistan’s leading mobile operator, 
Jazz. The process completed in March 2021 and VEON now owns 100% 
of PMCL.

• We are enhancing our cyber security strategy with a greater emphasis 
on local identification and response to cyber threats, which we believe 
will enable us to better identify potential threats that may impact our 
business and, consequently, aid us in the implementation of the 
required security measures to address such threats. 

• As part of our initiative to digitise our core telecommunications business, 
we intend to continue focusing on increasing our capital investment 
efficiency, including with respect to our IT, network, and distribution 
costs. We have secured network sharing agreements and intend to 
maintain our focus on achieving an asset-light business model in  
certain markets, where we own only the core assets needed to  
operate our business.
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OUR PRINCIPAL RISKS CONTINUED

KEY RISKS

4. Legal 
Our business is subject to a variety of laws and regulations, including:
• Unethical or inappropriate behaviour, which could result in fraud or a breach of regulation or legislation  

and could, in turn, expose VEON to significant penalties, criminal prosecution and damage to our brand  
and reputation.

• Regulation and compliance risks given that we operate in a highly regulated industry, operate in uncertain 
regulatory environments and are subject to a large number of laws and regulations, which change from time to 
time, vary between jurisdictions and can attract considerable costs with respect to regulatory compliance.

• Unpredictable tax claims, decisions, audits and systems which could give rise to significant uncertainties and 
risks that could complicate our tax planning and business decisions.

• Data privacy since we collect and process customer personal data, we are subject to an increasing amount of 
data privacy laws and regulations. In some cases these laws and regulations also bring restrictions on cross border 
transfers of personal data and surveillance-related requirements to store data and contents of communication for 
minimum periods. The costs and operating consequences of these laws and regulations may affect the 
performance of our business.

• Money laundering rules which require anti-money laundering (AML) and counter-terrorism financing (CTF) 
systems and controls due to our expansion of digital financial services (DFS) offerings beyond our core 
telecommunications services.

• Financial reporting requirements under, or changes in, accounting standards and regulatory reviews, including 
from accounting standard-setting bodies such as the International Accounting Standards Board (“IASB”), the SEC 
and the Dutch Authority for the Financial Markets (the “AFM”), that could result in changes to accounting 
regulations that govern the preparation and presentation of our financial statements.

• Sanctions and export controls risks since we may be subject to, depending on the transaction or business 
dealing, laws and regulations prescribed by various jurisdictions, including the United States, the United Kingdom 
and the European Union. Applicable requirements remain subject to change and may impact our ability to 
conduct business in certain countries and with certain parties with which we have services, supply or other 
business arrangements.

EXAMPLES OF HOW WE MITIGATE KEY DEVELOPMENTS IN 2020

• Our Ethics & Compliance and Legal teams maintain 
oversight and expertise from HQ and rely on 
dedicated local teams with knowledge of the legal 
and regulatory requirements of each of our 
operating markets and supplement with external 
counsel when required. 

• We maintain a privacy programme that includes 
data privacy controls such as privacy assessments, 
data breach response processes and individual 
rights processes, to ensure we comply with EU and 
local data privacy laws for the collection and 
processing of personal data for our services, human 
resource management and compliance processes. 

• We maintain appropriate know-your-customer (KYC) 
and anti-money laundering (AML) controls across 
our DFS products and services as required by local 
rules and international best practices. 

• We operate a policy of diverse sourcing with respect 
to equipment suppliers to ensure that we are not 
overly reliant on any single vendor should a supply 
disruption arise, including as a consequence of the 
imposition of sanctions and export controls laws.

• A new governance model was introduced in the third 
quarter of 2020 at the Group level, which sets the 
functional requirements, reporting standards and 
expected behaviours for OpCo management. This 
defines clear objectives, roles and responsibilities, 
maintains minimum requirements in accordance  
with our GRC framework, and promotes transparent 
discussions about strategy, operations and  
business dilemmas. 

• Alongside our OpCo Business Risk Committees (BRCs), 
we believe these new arrangements ensure Group 
management is now much closer to our OpCo 
managers and key risks they face, and reinforces 
effective, informed decision-making by the local OpCo 
Boards and VEON’s Board where appropriate.

• With respect to sanctions and export controls, in May 
and August 2019, and August 2020, the U.S. 
Department of Commerce, Bureau of Industry and 
Security (BIS) added Huawei Technologies Company 
Ltd. and 152 of its affiliates (collectively, “Huawei”) to 
its “Entity List”, which prohibits companies globally 
from directly or indirectly exporting, reexporting or 
in-country transferring goods, software, and 
technology that is subject to the EAR to Huawei and 
from procuring such items from Huawei when they 
have reason to know of any underlying U.S. export 
control violations in connection with those items. 
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4. Legal continued KEY DEVELOPMENTS IN 2021 

• On 7 July 2021, we received a letter from the AFM 
asserting that the goodwill impairment tests for the 
cash-generating units in Russia and Algeria had not 
been applied correctly in the first half of 2020 
because our goodwill impairment tests did not take 
into account all aspects that market participants 
would take into account in determining the fair value 
less cost of disposal. We believe that our goodwill 
impairment tests in the first half of 2020 were 
performed correctly and that no re-performance of 
the past impairment tests is necessary, as we 
informed the AFM on 6 August 2021. However, we can 
provide no assurance as to the outcome of this 
comment letter process. As of the date of this report, 
the AFM’s comments remain unresolved. Until these 
comments are resolved, we cannot determine if we 
will be required to take an additional goodwill 
impairment charge or restate or make other changes 
to our previously issued financial statements. If we 
are required to take an additional goodwill 
impairment charge or restate or make other changes 
to our previously issued financial statements, such 
circumstances may involve the identification of one or 
more significant deficiencies or potentially even 
material weaknesses in our internal control over 
financial reporting, which could have a potential 
adverse effect on our net profit (i.e., potential 
non-cash adjustment).
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OUR PRINCIPAL RISKS CONTINUED

Key

Increase

Stable

Decrease

KEY RISKS

5. Geographical and political
Our geographic footprint subjects us to a variety of political factors and uncertainties which could have a bearing on 
our business operations. These include:
• Sanction and export controls risks since we may be subject to, depending on the transaction or business 

dealing, laws and regulations prescribed by various jurisdictions, including the United States, the United Kingdom 
and the European Union. Applicable requirements remain subject to change and may impact our ability to 
conduct business in certain countries and with certain parties with which we have services, supply or other 
business arrangements.

• Emerging markets-related risks given that our nine operating markets are in the developing world and are 
subject to a varying degree of political, economic and legal variability around issues such as foreign exchange 
policy, capital controls and rules on foreign investment. 

• Infrastructure risks given that the physical infrastructure in some of our markets is in poor condition and may 
require significant investment by local governments or additional expenditures by us in order to sustain our 
operations and services.

EXAMPLES OF HOW WE MITIGATE KEY DEVELOPMENTS IN 2020

• We operate a policy of diverse sourcing with respect 
to equipment suppliers to ensure that we are not 
overly reliant on any single vendor should a supply 
disruption arise, including as a consequence of the 
imposition of sanctions and export controls laws.

• We manage a diverse portfolio of emerging markets 
businesses, which helps ensure that in the event of a 
market underperforming for whatever reason its 
impact on the financial and operating performance 
of the Group as a whole is limited.

• We act as long-term investors in the network 
infrastructure of our operating markets and ensure 
that our networks are adequately served, including 
through the provision of off-grid power where 
necessary. By helping to generate economic activity 
and prosperity within the communities we serve, we 
believe our operations can act as a positive catalyst 
for the broader development of the nations that 
host us.

• In October 2020, VEON concluded an agreement for 
the sale of VEON’s operating subsidiary in Armenia. 
The sale of the Armenian operations is in line with 
VEON’s ambition to simplify the Group’s structure and 
enhance its operational focus on markets with 
attractive long-term growth opportunities.

• With respect to infrastructure risks, on December 30, 
2020 the Russian government decree “On licensing of 
activities in the field of communication services” 
introduced a new licence requirement to ensure the 
implementation of requirements related to the 
stability, security and integrity of the internet. The 
new provisions came into force on January 1, 2021. 
The implementation and support of measures to 
comply with the legislation may lead to substantial 
investments in the future.
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OTHER RISKS

6. Environment1

The Group’s operations are exposed to a variety of risks related to the environment, including, but not limited to,  
the increased frequency and severity of extreme weather events and regulatory challenges related to moving to a 
greener economy. We are committed to mitigating the Group’s carbon footprint and the rollout of network energy-
efficiency measures, which will contribute to a low-carbon economy, as well as offer us the potential to reduce our 
operating costs over time.

EXAMPLES OF HOW WE MITIGATE KEY DEVELOPMENTS IN 2020

• We continue to upgrade existing diesel- and 
petrol-powered units with more energy-efficient, 
hybrid and renewable-energy-powered network 
equipment and, where practical, increase the 
number of Base Transceiver Stations (BTS)  
situated outside to reduce the energy use 
 involved in keeping them cool. 

• In some markets we share tower capacity with  
other operators, which has had a direct positive 
impact on our energy consumption and our 
environmental footprint.

• We keep abreast of local environmental legislation 
and strive to reduce the environmental impact of 
our operations through responsible use of natural 
resources and by reducing waste and emissions.

• At the Group level, total CO2 emissions (scope 1 and 2) 
rose from 1.25 megatons in 2019 to 1.33 megatons in 
2020. However, VEON’s carbon dioxide (CO2) 
emissions per unit of traffic decreased from 0.24 
tonnes per terabyte in 2019 to 0.15 tonnes in 2020. 
This 38% decrease reflects the increased capacity of 
our networks to carry the higher data loads we 
experienced during 2020 due to COVID-19 lockdowns 
for relatively small increases in energy consumption. 
In 2020, the Group’s total mobile data traffic rose to 
8.6 gigabytes from 5.3 gigabytes in 2019.

• Our operating companies continued to develop 
innovative solutions to reduce energy intensity, such 
as powering telephone exchange stations on solar 
energy, installing state-of-the-art on-grid photovoltaic 
systems and carrying out trainings on renewable 
energy solutions to ensure stakeholders are aware of 
its carbon- and cost-saving benefits. 

• Across our organisation, we continued to work on 
reducing the carbon footprint of our offices, with 
initiatives ranging from switching to LED lighting to 
the installation of recycling facilities and launching a 
digitally-enabled tree planting campaign.

1. Whilst we acknowledge the importance of the environment in the 
operation of our businesses, the nature of the business activities 
VEON conducts is not deemed to generate material environmental 
risks. For full details of our material risks, please see Item 3D – Risk 
Factors of our Annual Report on Form 20-F for the year ended 
December 31, 2020 filed with the SEC. 
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