Completion of reorganization of
Rostelecom
Conference call with Alexander Provotorov,
President of Rostelecom, April 05, 2011
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By attending any meeting where this presentation is made, or by reading any part of this presentation, you acknowledge and agree to be bound by the
following:
 This presentation has been prepared by OJSC Rostelecom (the “Company”). This presentation is strictly confidential to the recipient, may not be
distributed to the press or any other person, and may not be reproduced in any form, in whole or in part.
 The Company has included its own estimates, assessments, adjustments and judgments in preparing certain market information herein, which
have not been verified by an independent third party. Market information included herein is, therefore, unless otherwise attributed exclusively to a
third party source, to a certain degree subjective. While the Company believes that its own estimates, assessments, adjustments and judgments
are reasonable and that the market information prepared by the Company appropriately reflects the industry and the markets in which it operates,
there is no assurance that the Company’s own estimates, assessments, adjustments and judgments are the most appropriate for making
determinations relating to market information.
 Neither the Company nor any of its affiliates, advisors or representatives shall have any liability whatsoever (in negligence or otherwise) for any
loss howsoever arising from any use of this presentation or its contents or otherwise arising in connection with this presentation.
 This presentation is confidential and does not constitute or form part of, and should not be construed as, an offer to sell or issue or the solicitation
of an offer to buy or acquire securities of the Company or any of its subsidiaries in any jurisdiction or an inducement to enter into investment activity
in any jurisdiction. Neither this presentation nor any part thereof, nor the fact of its distribution, shall form the basis of, or be relied on in connection
with, any contract or commitment or investment decision whatsoever.
 This presentation is not intended for publication or circulation in the United States. This presentation does not constitute and should not be
construed as an offer to sell or the solicitation of an offer to buy securities in the United States or to any U.S. person (as defined in Regulation S
under the US Securities Act of 1933 (the “Securities Act”)). No securities of the Company have been, nor will be, registered under the Securities
Act or the securities laws of any state of the United States, and unless so registered may not be offered or sold except pursuant to an exemption
from, or in a transaction not subject to, the registration requirements of the Securities Act and applicable state securities laws. This presentation
does not constitute a public offering or an advertisement of securities in the Russian Federation and does not constitute an offer or a proposal to
make offers or to acquire any securities in the Russian Federation.
 In any member state of the European Economic Area, this Presentation is made to and directed only at persons who are qualified investors within
the meaning of article 2(1)(e) of the Prospectus Directive (2003/71/EC) (“Qualified Investors”). In addition, in the United Kingdom, this Presentation
is made to and directed at: (i) investment professionals falling within article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”) and (ii) high net worth individuals, and other persons to whom it may lawfully be communicated, falling within
article 49(2)(A) to (D) of the Order (such persons together with Qualified Investors, being “Relevant Persons”). In these jurisdictions, persons who
are not Relevant Persons must not rely on or act upon the information contained in this presentation or any of its contents. Any investment or
investment activity to which this Presentation relates is only available to Relevant Persons and will be engaged in only with Relevant Persons. The
recipients of the information contained herein should not base any behavior that would amount to market abuse for the purposes of the Financial
Services and Markets Act 2000 (“FSMA”) and the Code of Market Conduct made pursuant to the FSMA on the information in this Presentation or
any information provided or discussed in connection with it.
 This presentation is not directed at, or intended for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which
would require any registration or licensing within such jurisdiction. Persons into whose possession this presentation comes should inform
themselves about, and observe, any such restrictions.
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Restructuring Milestones
Date

Description

May - 2009

The Government Commission on Transport and Communication approved the concept of state –owned assets
restructuring by means of merger of regional operators on the basis of OJSC Rostelecom.

Oct - 2009

SvyazInvest Board of Directors approved the merger of Regional Telecommunication Companies (RTOs) and OJSC
Dagsvyazinform with OJSC Rostelecom.

June 2010

Obtaining of Corporate approvals - during Annual General Meetings of RTOs and Rostelecom the shareholders voted for
the merger with Rostelecom and approved applicable SWOP ratios. The shareholders who voted against reorganization or
did not vote at all gained the right to demand the redemption of own shares.

Oct - 2010

Rostelecom acquired 25%+1 share of Svyazinvest from COMSTAR Group for RUR 26.0 bln

Oct - 2010

Rostelecom and the RTOs repurchased shares representing, in aggregate, 2.27% of the ordinary shares and 28.8% of the
preferred shares of the merged company, for approximately 14 billion rubles. The shares were repurchased from the
Rostelecom and RTOs shareholders who voted against or did not vote on the reorganization.

Feb - 2011

Russian Federal Service for the Financial Markets (FSFM) registered the additional share issue of 2,216,163,000 ordinary
shares with a nominal value of RUB 0.0025 each and bond issues of Rostelecom for up to RUR 31.56 bln. The share and
bond issues were effected through the conversion of ordinary and preferred shares, and bonds, respectively, of RTOs
and Dagsvyazinform into Rostelecom ordinary shares and bonds, respectively, during the merger process.

Mar 25, 2011

The RTOs and OJSC Dagsvyazinform provided the regulatory bodies with the required documents regarding the
registration of termination of their activities in the Unified State Register of Legal Entities (the “EGRUL”)

Mar 28, 2011

Termination of RTO’s shares’ trading on MICEX

By end of March, 2011

Apr 1, 2011
End Apr-2011

Rostelecom and each of the RTOs contributed their respective repurchased shares to the share capital of Mobitel, which
became a 99.9% owned subsidiary of new Rostelecom when the merger was completed. Mobitel therefore holds 2.27% of
Rostelecom’s outstanding ordinary shares and 28.8% of our preferred shares which we intend to use in M&A transactions
and financing opportunities going forward.
Reorganization completed. RTOs’ shareholders get new Rostelecom shares in exchange of RTOs’ shares.
Registration of the additional share issue reports with FSFM
Commencement of trading of the new ordinary shares, exchange – traded bonds on Russian stock exchanges
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Goals of Reorganization
To realize synergies from merger process by:

Synergies
Synergies

Creation of
competitive
integrated Operator

Flexibility

Share liquidity

•

Optimization of CAPEX due to cost reduction on construction of overlapping infrastructure and
centralization of equipment procurement

•

Optimization of administrative and management expenses by economies of scale, centralized
management and elimination of overlapping functions

•

Ability to use access liquidity of certain RTOs to fund the operations of the combined company

•

Elimination of intercompany conflicts of interest & territorial limitations

•

Increased competitiveness of the combined company

•

Retained leadership in fixed-line and BB segments and strengthen position in the mobile segment, as
well as an ability to expand beyond Russia in the future

•

Increased flexibility in adopting strategic and managerial decisions by management levels’ reduction.

•

Improved ability to restructure mobile assets and assets located in Moscow
and the Moscow Region

•

Enhance share liquidity of the merged company by switching of all the minority shareholders of the
merged companies, including the holders of preferred shares, into a single share.

•

Listings on Russian and foreign stock exchanges (to be obtained in the future). Inclusion of the shares
in the combined company into the key Russian industrial and country/regional indices

•

Stronger credit rating and lower the cost of borrowing by bolstering the financial stability and market
positions of the merged company.

•

Opportunity for New Rostelecom to become a significant constituent of MSCI Russia index

Credit rating / MSCI

The achievement of these goals is aimed at increasing the market value of the merged
company
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Shareholders’ structure

Before April 1, 2011

25%+1

40%*
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After April 1, 2011

51%*

100%

100%
53.2%*
25%+1
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RTOs

9%*

49%*

Dag
Svyaz

49%*

New

Treasury shares:
2.27% of ordinary shares **

44.5%*
Minority
Shareholders

Minority
Shareholders

* Percentage of voting shares
** Plus 28.8% of preferred shares
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SWAP Ratios
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# of shares of RTO
RTO shares
per 1 Rostelecom
before
Buy-back in
ord share
conversion
RTOs shares
245 969 590
3 450 386
0,891
81 983 404
21 978 733
1,134
6 312 700
3 116
1,795
2 104 233
105 780
2,284
95 581 421
616 493
0,939
31 168 901
8 581 639
1,195
881 045 433
5 437 821
4,102
250 369 337
46 981 226
5,220
12 011 401 829
162 664 244
46,537
3 908 420 014
659 321 796
59,373
32 298 782 020
214 854 899
87,341
7 835 941 286
500 334 220
111,598
1 578 006 833
8 639 034
3,867
525 992 822
49 353 047
4,920
2 960 512 964
19 791 113
19,378
972 151 838
66 977 772
24,648
728 696 320
151 113
242 831 469
70 041 903
-

# of issue of
Total # of shares
Rostelecom shares after conversion
1-01-00124-A-003D
276 060 023
1-01-00124-A-002D
72 295 873
1-01-00124-A-004D
3 516 850
1-01-00124-A-005D
921 323
1-01-00124-A-007D
101 790 972
1-01-00124-A-006D
26 082 618
1-01-00124-A-008D
214 784 018
1-01-00124-A-010D
47 963 263
1-01-00124-A-009D
258 103 750
1-01-00124-A-012D
65 827 745
1-01-00124-A-011D
369 801 204
1-01-00124-A-013D
70 215 861
1-01-00124-A-014D
408 070 402
1-01-00124-A-015D
106 909 489
1-01-00124-A-017D
152 776 553
1-01-00124-A-016D
39 441 703
1-01-00124-A
728 696 320
2-01-00124-A
242 831 469
3 186 089 436
2 943 257 967
% of total
92,38%
242 831 469
% of total
7,62%
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National Integrated Operator

~5.5* mln.
Pay-TV Subs

~ 7.4* mln.

7

35* mln.
Households

13 mln.
Mobile Subs

BB Subs

Up to 500,000
km Backbone

* Including NTK subs

Completion of Reorganization

Competitive Strengths
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•

Strong fundamentals supporting growth in the Russian telecommunications market.

•

Leading/significant positions in all segments of the Russian telecommunications
market.

•

Largest network infrastructure in Russia, with regulatory permits to support future
growth.

•

Strong brand awareness and marketing expertise.

•

Solid financial platform for further development.

•

Experienced management team.
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Rostelecom strategy for 2011-2015
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New Rostelecom strategy includes development of a universal telecom operator that provides
full range of services (telephony, internet data, TV, and Value-Added- Services) to B2B, B2C,
B2G and B2O clients. The company plans to send resources for development of the most
prospective market segments as well as maintaining company’s traditional business

Residential

Corporate

Government
Entities

Operators

Voice

3

3

3

3

BroadBand

3

3

3

3

Pay-TV

3

3

3

3

VAS

3

3

3

3
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Rostelecom strategy for 2011-2015 – key directions

•

Develop our position as one of Russia’s leading mobile operators.

•

Consolidate our position as Russia’s number one provider of fixed line

10

broadband internet access.
•

Grow our presence in the pay-TV market.

•

Extend our leadership in the corporate telecommunications segment.

•

Maintain our number one position as a national provider of traditional voice
telephony services, by launching a range of initiatives to minimize the effects of
mobile substitution.

•

Build our leadership in the B2O segment.

•

Generate and realize substantial synergies by increasing operating and
financial efficiency levels

•

Transfer the overall business to a single unified Rostelecom brand. This
corporate identity is under development at the moment and will be unveiled
later this year.
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Attractive Investment Case
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1

2
Revenue growth
potential is expected
to exceed European
peers

Reorganization
drives synergies &
yields significantly
enhanced
profitability levels

7

Unique access to
Russia’s “last mile”
with market leading
fixed line voice &
broadband data
businesses

Strong balance
sheet &
shareholding
backing

5

6
Integration of
service platforms &
unification of brand
portfolio

Integrated FMC
solution provider
with upside potential
of developing
mobile & pay-TV
assets

Unique access to
national state
telecom projects
(“E-government”) &
ability to work with
federal corporate
clients

4

New Rostelecom: combination of unrealized growth potential & generation
of sustainable dividend flow
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Contact Information
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Investor Relations
Masha Eliseeva, Head of IR
Office + 7 (499) 995 9780
Mob. +7 (985) 997 08 52
Fax + 7 (499) 972 8222
E-mail: ir@rt.ru
Web: www.rt.ru/en/centr-invest/info/
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