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Company Profile

Информация о компании

VimpelCom is a leading provider of wireless telecommuni-
cations services in Russia, operating under the «Bee Line»
brand, which is one of the most recognized brand names in
Russia. The Group’s license portfolio covers approximately
92% of Russia’s population (134 million people)*, including
Moscow and St. Petersburg. 

VimpelCom has always been a pioneer in wireless telecom-
munications in Russia and is a market leader in offering the
latest in voice communications technology and data services,
including wireless «infotainment» services, location-based
services, mobile portal and wireless Internet access through
«BeeOnLine». The Company provides GPRS (General
Packet Radio Services) with per byte billing and GPRS roam-
ing capabilities. 

At the end of 2002, VimpelCom’s total subscriber base was
approximately 5.15 million, with approximately 3.71 million
subscribers in the Moscow license area and 1.44 million sub-
scribers in the regions outside Moscow. Growth outside of
Moscow has been particularly strong and at the end of the first
quarter of 2003, VimpelCom had approximately 3.93 million
subscribers in Moscow and 2.22 million subscribers outside
Moscow, a total of 6.15 million.

Since its listing on the NYSE, VimpelCom has been the leader
in corporate governance and transparency in Russia, being
ranked many times number one in corporate governance by
various independent institutions and organizations. 

VimpelCom was the first Russian company to list its shares on
the NYSE in November 1996. VimpelCom’s ADSs are listed
on the NYSE under the symbol «VIP». VimpelCom was also
the first Russian company to issue U.S. SEC-registered con-
vertible notes in July 2000. VimpelCom’s convertible notes
are listed on the NYSE under the symbol «VIP 05».

● ВымпелКом является ведущим оператором сотовой
связи в России, предоставляющим свои услуги под тор-
говой маркой «Би Лайн», одной из наиболее известных
торговых марок в России. Лицензии на предоставление
услуг сотовой связи группы компаний ВымпелКом охва-
тывают территорию, на которой проживает около 92%
населения России (134 миллиона человек)*, включая
Москву и Санкт-Петербург. 

С самого начала своей деятельности ВымпелКом был
пионером в области беспроводной связи в России. В на-
стоящее время Компания является лидером рынка в об-
ласти внедрения новейших технологий голосовой связи,
передачи данных и информационных услуг, включая
предоставление справочной и развлекательной инфор-
мации, услуг, связанных с определением местонахожде-
ния абонента, беспроводного доступа к сети Интернет и
других услуг, предоставляемых через мобильный портал
«БиОнЛайн». Компания обеспечивает услуги GPRS
(General Packet Radio Services) с по-байтной тарифика-
цией, а также предоставляет GPRS-роуминг. 

В конце 2002 года общая абонентская база ВымпелКома
насчитывала приблизительно 5,15 миллиона абонентов;
из них около 3,71 миллиона проживало в Москве и Мос-
ковской области и около 1,44 миллиона – в остальных
регионах России. Рост абонентской базы, особенно в ре-
гионах, продолжается, и в конце первого квартала
2003 года ВымпелКом имел приблизительно 3,93 милли-
она абонентов в Москве и Московской области и
2,22 миллиона за пределами Московского региона.

С момента выхода на Нью-Йоркскую фондовую биржу
ВымпелКом занимает ведущее положение среди компа-
ний России в отношении корпоративного управления и
предоставления информации о деятельности Компании.
В связи с этим различные независимые институты и ор-
ганизации многократно присуждали ему звание лидера в
корпоративном управлении. 

ВымпелКом стал первой российской компанией, вклю-
ченной в листинг Нью-Йоркской фондовой биржи
(NYSE) в ноябре 1996 года. Акции Компании котиру-
ются на NYSE под символом «VIP». Кроме того,
ВымпелКом первой из российских компаний в июле
2000 года выпустил конвертируемые облигации, зарегис-
трированные Комиссией по ценным бумагам и биржам
США. Конвертируемые облигации ВымпелКома коти-
руются на NYSE под символом «VIP 05».

●

* – According to current official statistics: Goskomstat,  April 2003 * – В соответствии с последними опубликованными
статистическими данными: Госкомстат, апрель 2003 г.



Market share in Moscow

Доли рынка в Москве

Total operating revenues
US$ in millions in US GAAP

Общие операционные доходы
в млн. долларов США в стандарте

ГААП (США)

Financial Highlights

(US GAAP) 2002 2001 2000

Operating Results
Total operating revenues 779,644 427,896 285,673

Net operating revenues (1) 768,496 422,602 274,136

Operating income (loss) 224,792 87,150 (74,496)

% net operating revenues 29.3% 20.6% (27.2%)

Net income (loss) US$ 129,552 US$ 47,301 US$ (77,801)

% net operating revenues 16.9% 11.2% (28.4%)

Net income (loss) per common share US$ 3.41 US$ 1.41 US$ (2.57)

Net income (loss) per ADS equivalent (2) US$ 2.56 US$ 1.06 US$ (1.93)

Consolidated Balance Sheet Data
(In thousands of US dollars)

2002 2001 2000

Cash, cash equivalents and

short-term investments US$ 263,657 US$ 145,092 US$ 152,691

Working capital (deficit) 69,582 52,146 122,270

Property and equipment, net 957,602 535,405 356,666

Intangible assets, net 144,115 70,926 79,649

Total assets US$ 1,692,744 US$ 925,806 US$ 700,315

Total debt including current portion 650,580 277,673 222,764

Total liabilities 1,030,081 417,685 331,692

Total shareholders’ equity 662,663 508,121 368,623

Statistics
2002 2001 2000

End of period subscribers
Moscow license area 3,712,700 1,911,200 780,100

The regions 1,440,400 200,300 53,500

Total subscribers 5,153,100 2,111,500 833,600

Employees (3) 4,990 3,174 1,619 

Market share – Moscow license area (4) 52% 46% 39%

Market share – Russia (5) 28% n/a n/a

(In thousands of US dollars, except per share (ADS) amounts)

1. Net operating revenues after deduction of revenue based taxes.
2. Net income (loss) per common share has been adjusted by a factor of 1.33 to determine net income (loss) per
ADS equivalent, as each ADS is equivalent to three-quarters of one share of common stock.
3. VimpelCom and its principal subsidiaries. 
4. Based on the Company’s estimates of active subscribers on its networks and independent estimates of active
subscribers on the networks of the other wireless telecommunications providers in the Moscow license area.
5. Source: www.sotovik.ru, January 4, 2003
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Moscow license area 
cellular penetration

Проникновение на рынок
сотовой связи в Москве 
и Московской области

Subscriber growth in Moscow

Рост числа абонентов в Москве

Основные финансовые показатели

ГААП (США) 2002 2001 2000

Результаты операционной деятельности
Общий операционный доход 779 644 427 896 285 673

Чистые операционные доходы (1) 768 496 422 602 274 136

Операционная прибыль (операционный убыток) 224 792 87 150 (74 496)

% с чистого операционного дохода 29.3% 20.6% (27.2%)

Чистая прибыль (убыток) US$ 129 552 US$ 47 301 US$ (77 801)

% с чистого операционного дохода 16.9% 11.2% (28.4%)

Чистая прибыль (убыток) на обыкновенную акцию US$ 3.41 US$ 1.41 US$ (2.57)

Чистая прибыль (убыток) на эквивалент АДА (2) US$ 2.56 US$ 1.06 US$ (1.93)

Данные консолидированного баланса
(в тысячах долларов США)

2002 2001 2000

Денежные средства, их эквиваленты

и краткосрочные финансовые вложения US$ 263 657 US$ 145 092 US$ 152 691

Оборотные средства (дефицит) 69 582 52 146 122 270

Основные средства, нетто 957 602 535 405 356 666

Нематериальные активы, нетто 144 115 70 926 79 649

Общая сумма активов US$ 1 692 744 US$ 925 806 US$ 700 315

Общая задолженность,  

включая задолженность за текущий период 650 580 277 673 222 764

Общая сумма обязательств 1 030 081 417 685 331 692

Собственный капитал 662 663 508 121 368 623

Статистические данные 
2002 2001 2000

Количество абонентов в конце года
Московская лицензионная территория 3 712 700 1 911 200 780 100

Регионы 1 440 400 200 300 53 500

Итого абонентов 5 153 100 2 111 500 833 600

Количество сотрудников (3) 4 990 3 174 1 619 

Доля рынка – Московская лицензионная территория (4) 52% 46% 39%

Доля рынка – Россия (5) 28% - -

(В тысячах долларов США, кроме расчетов на акцию (АДА))

1. Чистый операционный доход после вычета налогов на доходы.
2. Чистая прибыль (убыток) на обыкновенную акцию был разделен на величину 1,33 для определения
чистой прибыли (убытка) на американскую депозитарную акцию (АДА), так как одна американская
депозитарная акция эквивалентна трем четвертям одной обыкновенной акции.
3. ВымпелКом и его основные дочерние предприятия. 
4. Данные основаны на оценке Компанией количества активных абонентов ВымпелКома и независимых
оценках количества активных абонентов других операторов сотовой связи на Московской лицензионной
территории.
5. Источник: www.sotovik.ru, 4 января 2003 года.



Letter to Shareholders

Dear Shareholders:

2002 was, in every respect, the most rewarding year for VimpelCom. On the wave of our success in 2001, the

Company continued intensive growth and expansion, exceeding market expectations. For the year 2002,

VimpelCom reported net operating revenues of $768.5 million, an 81.8% increase from 2001; operating income

of $224.8 million, a 157.9% increase from 2001; and net income of $129.6 million, a 173.9% increase from 2001.

In 2002, the Company generated approximately $221.7 million operating cash flows, our balance sheet was strong

with a debt-to-equity ratio at 0.98. 

VimpelCom’s subscriber base growth was also significant. During 2002, we increased our subscriber base by

almost 2.5 times, from 2.11 million to 5.15 million. In February 2002, we regained the leadership position in

Moscow in terms of total number of subscribers. At the end of 2002, we served approximately 3.71 million sub-

scribers in the Moscow license area, corresponding to a market share of approximately 51.6%. In comparison,

as of December 31, 2001, we served approximately 1.91 million subscribers, corresponding to a market share

of approximately 46.5% in the Moscow license area. Even greater progress was achieved outside of Moscow.

In the beginning of 2002, we operated in 16 regions outside of Moscow, serving approximately 200,300 sub-

scribers. At the end of 2002, we operated in 38 regions and served approximately 1.44 million subscribers, a

619.1% year-on-year growth. This was the highest rate of growth in the Russian regions of any major cellular

operator.
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The success of our national expansion strategy has become increasingly important as the regions have

become the principal area of growth in the cellular market of Russia. The penetration rate in the Moscow

license area is approaching 50%, while the cellular penetration rate outside of Moscow at the end of 2002 was

approximately 8% and independent research estimates it will triple within the next three to four years, rep-

resenting approximately 20 million new subscribers in the regions. In anticipation of this, VimpelCom has

significantly strengthened its position in the regions and created a powerful platform for further growth. In

2002, we added two GSM super-regional operating licenses to our license portfolio: for the Northwest super-

region, which includes the city of St. Petersburg, in September 2002, and for the Ural super-region in

December 2002. With these licenses, our license portfolio covers 134 million people or 92% of Russia’s pop-

ulation. 

The two basic premises of our national expansion strategy are (i) to build a unified network across Russia with the

same business processes and solutions for network operation and control, IT, marketing, distribution, customer

service and billing; and (ii) to employ primarily organic «greenfield» growth augmented by selective acquisitions.

This approach allows us to build upon our Moscow achievements and experience nationwide, utilize economies

of scale and maintain the manageability of operations in the very expansive territory of Russia. 

The Company continues to be in a phase of rapid growth and therefore, requires substantial investments. In 2002,

VimpelCom’s total capital investments were approximately $578.3 million, with $509.1 million of capital expendi-

tures for purchase of property and equipment and $69.2 million of acquisitions of new entities. Capital expendi-

tures for the Moscow license area in 2002 were approximately $241.9 million. To finance its activities, VimpelCom

placed $250 million of 10.45% 3-year bonds in April 2002. An important milestone in our national development

was the $175.5 million investment in VimpelCom-Region, made in November 2002 jointly in equal parts by

VimpelCom and each of its two strategic partners, Telenor of Norway and Alfa Group of Russia. This investment

was made in accordance with the decisions taken at the Annual General Meeting of VimpelCom’s shareholders in

May 2002 and the Extraordinary General Meeting in July 2001. In addition, VimpelCom-Region entered into a

$70 million credit facility with Sberbank of Russia in December 2002. 

The economic situation in Russia continues to improve due to the prudent government policy of reform and

healthy prices for oil, gas and other traditional Russian export products. This, combined with political stability

creates favorable circumstances for growth. We are determined to use this opportunity in 2003 and beyond and will

concentrate on maintaining our leading position in Moscow and achieving rapid growth nationwide. We expect to

encounter stronger competition in 2003 than ever before, but we will continue to focus on our competitive advan-

tages in terms of quality of products and services, customer care and distribution systems, as well as product inno-

vation. With the support of our powerful strategic partners and proven management team, we are confident that

VimpelCom will successfully implement its plans and bring more value to its shareholders. 

Augie K. Fabela II

Co-Founder and Chairman Emeritus

Jo Lunder

Chief Executive Officer 



Письмо к акционерам

Уважаемые акционеры:

2002 год стал для ВымпелКома самым успешным годом в его истории. На волне успехов, достигнутых в

2001 году, Компания продолжала интенсивно расти и расширяться, а результаты ее деятельности превыси-

ли все прогнозы и ожидания рынка. По данным на конец 2002 года ВымпелКом имел чистую операцион-

ную выручку в размере $768,5 миллиона, что на 81,8% выше аналогичного показателя за 2001 год; операци-

онная прибыль составила $224,8 миллиона – на 157,9% выше, чем в 2001 году; а чистая прибыль составила

$129,6 миллиона, увеличившись на 173,9% по сравнению с 2001 годом. В 2002 году Компания получила при-

близительно $221,7 миллиона денежных средств от операционной деятельности, показатели балансового

отчета были высокими, а отношение заемных средств к собственному капиталу равнялось 0,98.

Значительно выросла абонентская база ВымпелКома. В течение 2002 года число абонентов увеличилось

почти в 2,5 раза: от 2,11 миллиона до 5,15 миллиона. В феврале 2002 года мы вернули себе лидирующее

положение в Москве по количеству абонентов. К концу 2002 года мы обслуживали около 3,71 миллиона

абонентов на Московской лицензионной территории, что составляло долю рынка приблизительно в

51,6%. Для сравнения, на 31 декабря 2001 года мы имели приблизительно 1,91 миллиона абонентов, что

соответствовало примерно 46,5% доли рынка на Московской лицензионной территории. За пределами

Москвы успех был еще более значительным. В начале 2002 года мы работали в 16 регионах, обслуживая

примерно 200 300 абонентов. В конце 2002 года мы осуществляли свою деятельность уже в 38 регионах и

обслуживали около 1,44 миллиона абонентов, что составило рост на 619,1% по сравнению с предыдущим

годом. Это был самый высокий показатель роста среди крупных сотовых операторов России. 

Успех нашей стратегии национальной экспансии представляется особенно важным, поскольку регионы

быстро становятся основным резервом роста масштабов сотовой связи в России. Уровень проникнове-

ния на Московской лицензионной территории приближается к 50%, в то время как за пределами Моск-

вы этот показатель составил приблизительно 8% на конец 2002 года. Согласно оценкам независимых

экспертов, уровень проникновения сотовой связи в регионах утроится в течение ближайших трех-четы-

рех лет, что даст приблизительно 20 миллионов новых абонентов. С учетом такой тенденции

ВымпелКом значительно укрепил свои позиции в регионах и создал мощную базу для будущего роста.

В 2002 году мы приобрели дополнительно две лицензии на ведение операторской деятельности в стан-

дарте GSM в укрупненных регионах: в сентябре 2002 года на Северо-Западный укрупненный регион,

включая город Санкт-Петербург, и на Уральский регион в декабре 2002 года. С ними наши лицензии ох-

ватывают 134 миллиона человек или около 92% населения России. 

Наша стратегия национальной экспансии базируется на двух ключевых элементах: 1) сеть сотовой свя-

зи строится как единая общенациональная сеть, использующая унифицированные решения в отноше-

нии инсталляции, эксплуатации и контроля работы сети, биллинга и информационных технологий,

маркетинга, системы сбыта и абонентской службы; и 2) развитие в регионах осуществляется в основном

путем построения новых и расширения действующих сетей, а приобретение уже существующих опера-

торов носит вспомогательный характер. Такой подход позволяет использовать в масштабах России до-
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стижения и опыт, приобретенные в Московском регионе, построить хорошо управляемую сеть на об-

ширной территории России и извлечь максимальную выгоду от экономии за счет увеличения масшта-

бов деятельности. 

В настоящее время Компания находится на этапе стремительного роста и, следовательно, нуждается в

значительных инвестициях. В 2002 году общий объем капиталовложений в ВымпелКом составил при-

близительно $578,3 миллиона, при этом $509,1 миллиона капитальных затрат были направлены на за-

купку оборудования, а $69,2 миллиона пошли на приобретение новых компаний. Капиталовложения на

Московской лицензионной территории в 2002 году составили приблизительно $241,9 миллиона. Для

финансирования своей деятельности в апреле 2002 года ВымпелКом разместил облигации трехлетнего

10,45% займа на сумму $250 миллионов. Важной вехой в развитии наших региональных проектов стали

инвестиции в размере $175,5 миллиона в компанию Вымпелком-Регион, которые были сделаны в ноя-

бре 2002 года равными частями ВымпелКомом и его двумя стратегическими партнерами, норвежским

Теленором и российской Альфа-Групп. Эти инвестиции были сделаны в соответствии с решениями,

принятыми на Годовом общем собрании акционеров ВымпелКома в мае 2002 года и на Внеочередном

общем собрании в июле 2001 года. Кроме того, в декабре 2002 года компания Вымпелком-Регион заклю-

чила кредитное соглашение со Сбербанком на сумму в $70 миллионов. 

Экономическая ситуация в России продолжает улучшаться благодаря взвешенным реформам, проводи-

мым правительством, и высоким ценам на нефть, газ и другие традиционные продукты российского

экспорта. Такое положение, в сочетании с политической стабильностью, создает благоприятные усло-

вия для дальнейшего роста. Мы полны решимости использовать эту возможность в 2003 году и сконцен-

трируем усилия на сохранении нашего лидирующего положения в Москве и на стремительном развитии

бизнеса в регионах. В условиях дальнейшего роста конкуренции Компания рассчитывает на такие пре-

имущества как высокое качество наших продуктов и услуг, абонентского обслуживания и системы сбы-

та, а также лидерство в области разработки и внедрения новых продуктов. Мы уверены, что при под-

держке наших стратегических партнеров компания ВымпелКом успешно реализует свои планы и увели-

чит ценность Компании для ее акционеров. 

Оги К. Фабела II

Соучредитель и Почетный Председатель Совета директоров

Джо Лундер

Генеральный директор
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2002 was a difficult year for the world economy. After the
terrorist attacks of September 11, 2001, the economic situa-
tion in America, the European Union and Japan was charac-
terized by a lack of confidence on the part of investors and
consumers which resulted in slowdowns and recessions in
some of the world’s largest economies. In addition, uncovered
fraud in corporate reporting in America further decreased
investor confidence. The situation was exacerbated by the
mounting tension which would, in 2003, result in a war in
Iraq.

This situation did not affect the Russian economy negatively.
Rather, it had a stimulating effect as the expectation of war in
Iraq pushed the 2002 oil prices to the highest levels since 1991.
This, combined with the government’s ongoing efforts to cre-
ate a favorable business environment, has allowed Russia to
experience further growth in 2002. GDP increased by 4.3%,
Central bank reserves grew from $36.6 billion in 2001 to $47.8
billion, real wages increased by more than 25%, while infla-
tion was down from 18.6% in 2001 to 15.1%. 

These encouraging results of 2002 were also reflected in the
telecommunications industry, which grew by 40% in terms of
revenue. Substantial improvements were made in the area of
corporate governance and protection of shareholder rights in
2002. For instance, an amended law on joint stock companies
was adopted, which made Russian legislation in many
respects similar to that of the countries with developed market
economies. It increased the confidence of foreign investors,
which was manifested recently in a $6.75 billion BP–TNK oil
deal, the biggest investment agreement ever made in Russia.

● 2002 год был трудным годом для мировой экономики.
После атаки террористов 11 сентября 2001 года экономи-
ческая ситуация в Америке, Европейском Союзе и Япо-
нии характеризовалась отсутствием уверенности со сто-
роны инвесторов и потребителей, что привело к спаду и
рецессии в ряде крупнейших мировых экономик. Скан-
далы, связанные с фальсификацией финансовой отчет-
ности рядом крупных американских корпораций, также
не способствовали улучшению положения на финансо-
вых рынках. Ситуация усугубилась эскалацией напряже-
ния вокруг Ирака, которое в 2003 году привело к войне. 

Однако эта ситуация не имела негативных последствий
для экономики России. Скорее, она стимулировала рос-
сийскую экономику, так как ожидания, связанные с вой-
ной в Ираке, привели к росту цен на нефть до самого вы-
сокого уровня после 1991 года. Эти обстоятельства, в со-
четании с продолжающимися усилиями правительства
по созданию благоприятных условий для развития биз-
неса, способствовали продолжению роста экономики в
России в 2002 году. ВВП возрос на 4,3%, резервы Цент-
рального банка РФ увеличились с $36,6 миллиардов в
2001 году до $47,8 миллиардов, реальная зарплата увели-
чилась более чем на 25%, одновременно с этим инфля-
ция снизилась с 18,6% в 2001 году до 15,1%. 

Эти впечатляющие результаты 2002 года нашли отраже-
ние в телекоммуникационной отрасли, которая по объе-
му продаж выросла на 40%. Значительные улучшения
были достигнуты в области корпоративного управления
и защиты прав акционеров. Дополнения, внесенные в
закон об акционерных обществах, приблизили россий-
ское законодательство к законодательству развитых
стран с рыночной экономикой. В результате возросло
доверие иностранных инвесторов, что продемонстриро-
вала сделка на $6,75 миллиардов между «Би Пи» и ТНК,
которая явилась самым крупным инвестиционным со-
глашением, когда-либо заключенным в России.

●

Russian Economy: Growth Continues

Экономика России: рост продолжается
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Improving economic conditions and the increasing
strength of mobile operators led to record growth in sub-
scribers in 2002. The total number of mobile subscribers in
Russia more than doubled, from 7.8 million at the end of 2001
to 18.0 million at the end of 2002. The rate of growth is
increasing and the latest survey shows that it has reached 1
million subscribers per month. At the end of 2002, the num-
ber of subscribers in Moscow was 7.2 million while in the
regions it reached 10.8 million.  This marked the first time the
regional subscribers exceeded subscribers in Moscow, and this
gap is expected to continue to widen.

VimpelCom made a significant contribution to the overall
growth of the cellular industry in 2002. Starting the year with
only 10 regional networks and approximately 200,300 sub-
scribers outside of Moscow, VimpelCom ended the year with
38 regional networks and approximately 1.44 million sub-
scribers outside of Moscow. At the end of March 2003,
VimpelCom had approximately 2.22 million regional sub-
scribers. In Moscow, VimpelCom’s performance was also
strong: the Company regained leadership in February 2002
and ended the year with 3.71 million subscribers and a 51.6%
market share.

● Улучшение экономических условий и укрепление со-
товых операторов привело к рекордному росту числа або-
нентов в 2002 году.  Общее число абонентов мобильной
связи в России увеличилось более чем вдвое: с 7,8 милли-
она в конце 2001 года до 18,0 миллиона в конце 2002 го-
да. Темпы роста увеличиваются и последние отчеты 
показывают, что ежемесячно прибавляется 1 миллион
абонентов. В конце 2002 года число абонентов в Москве
составляло 7,2 миллиона, а в регионах это количество
достигло 10,8 миллиона, впервые превысив число або-
нентов в Московском регионе. Ожидается, что этот раз-
рыв будет продолжать увеличиваться в пользу регионов.

ВымпелКом сделал значительный вклад в общий рост
сотовой связи в 2002 году. Начав год с 10 региональными
сетями и приблизительно 200 300 абонентов за предела-
ми Москвы, ВымпелКом закончил год, имея 38 регио-
нальных сетей и приблизительно 1,44 миллиона абонен-
тов. В конце марта 2003 года ВымпелКом имел уже око-
ло 2,22 миллиона абонентов в регионах. Хорошие пока-
затели работы были у ВымпелКома и в Московском ре-
гионе: Компания вернула себе лидирующее положение в
феврале 2002 года и закончила год с 3,71 миллиона або-
нентов и 51,6% доли рынка.

●

Cellular Boom Spreads All Over Russia 

Сотовый бум шагает по России
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In 2002, VimpelCom consolidated its position as a leader
in product innovation. After the launch of a new state-of-the-
art, fully scalable, billing system in March 2002 we were the
first in Russia to introduce commercial GPRS service with per
byte billing. We were also the first and we remain the only
Russian operator to establish commercial GPRS roaming. By
the end of 2002, we had GPRS roaming with 23 operators in
19 of our 123 GSM roaming countries, including UK,
Germany, Italy, Spain and all Scandinavian countries.

In 2002, VimpelCom continued to develop its increasingly
popular infotainment products including interactive services
such as «chat». As a platform, these services use VimpelCom’s
unique BeeOnLine mobile portal. To address a growing need
for infotainment service offerings and handling, VimpelCom
developed and tested a Content Provider Access (CPA) serv-
ice in 2002, which we will launch commercially in 2003 and
which will allow our customers to order content delivery to
their handsets directly from content providers using CPA as a
delivery platform. Multimedia service (MMS) is another
promising product, which VimpelCom was the first to intro-
duce in Russia in 2002. MMS is currently being offered to our
customers on a non-commercial basis pending further market
research, availability of affordable handsets and upgrades of
the product.

As expected, the most popular non-voice service remains
SMS, which represents more than 40% of the revenues gener-
ated by value added services (VAS). VAS are becoming a sig-
nificant revenue generating factor. During 2002, we generated
US$53.8 million of revenue from VAS in our Moscow opera-
tion, a 258.7% increase from US$15.0 million generated 
in 2001.

VimpelCom pays significant attention to payment procedures
in order to make the process more convenient to its clients. In
2002, we significantly extended the number of payment
instruments called «beepay», which allow our customers to
pay the bills in the supermarkets, department stores and gas
stations, via ATM, Internet and mobile phones.

● В 2002 году ВымпелКом укрепил свое положение лиде-
ра в области новых продуктов. После запуска новой совре-
менной биллинговой системы в марте 2002 года мы первы-
ми в России запустили в коммерческую эксплуатацию ус-
лугу GPRS с по-байтной тарификацией. Также мы были и
остаемся единственным оператором в России, который
предоставляет роуминг с услугами GPRS. К концу 2002 го-
да мы имели GPRS-роуминг с 23 операторами в 19 из 123
стран, с которыми у нас есть соглашения на роуминг в
стандарте GSM, в том числе в Великобритании, Германии,
Италии, Испании и во всех скандинавских странах. 

В 2002 году ВымпелКом продолжил развивать свою по-
пулярную серию продуктов «infotainment» (информаци-
онные услуги и развлекательные программы), включая
интерактивные услуги типа «чат». В качестве платформы
эти услуги используют уникальный мобильный портал
БиОнЛайн. Для удовлетворения все растущего спроса на
услуги «infotainment» в 2002 году ВымпелКом разработал
и испытал услугу Content Provider Access (CPA), которую
мы запустим в коммерческую эксплуатацию в 2003 году и
предоставим нашим клиентам возможность получать со-
держательную информацию (контент) на своих телефо-
нах непосредственно от провайдеров контента, исполь-
зуя CPA в качестве платформы доставки. Мультимедий-
ные услуги (MMS) являются еще одним перспективным
продуктом, который был впервые в России представлен
ВымпелКомом. MMS в настоящее время предлагается
нашим абонентам на некоммерческой основе в ожида-
нии дополнительных исследований рынка, наличия до-
ступных по цене и хороших по качеству телефонных ап-
паратов и совершенствования продукта.

Как и ожидалось, самой популярной неголосовой услу-
гой остается SMS, которая дает более 40% выручки, по-
ступившей от предоставления дополнительных услуг. 
Дополнительные услуги становятся существенным фак-
тором в общих доходах Компании. В 2002 году выручка от
дополнительных услуг в Московском регионе составила
$53,8 миллиона, что на 258,7% выше, чем $15,0 миллио-
на, вырученных от дополнительных услуг в 2001 году. 

ВымпелКом уделяет особое внимание процедуре плате-
жей, стремясь сделать этот процесс максимально удобным
для своих клиентов. В 2002 году мы значительно расшири-
ли набор платежных инструментов, называемых beepay, в
результате чего наши клиенты могут оплачивать счета в су-
пермаркетах, универмагах и на автозаправочных станци-
ях, через банкоматы, Интернет и сотовые телефоны.

●

VimpelСom: The Leader in Product Innovation

ВымпелКом: лидер в области инноваций
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VimpelCom has long established its reputation as one of
the best companies in Russia. Often, it is more difficult to
retain this position than to initially attain it. In this respect,
VimpelCom is proud to have received numerous awards and
top ratings. In 2002, VimpelCom’s brand «Bee Line» was
named «Brand of the Year» for high-tech services by the
national award committee associated with EFFIE, one of the
world’s most renowned awards in the area of marketing com-
munications. VimpelCom has also won the «Best Corporate
Governance Award - 2002» granted by the Russian
Association for the Protection of Investor Rights. 

VimpelCom’s rapid progress and achievements in 2002 were
noticed by the U.S. magazine BusinessWeek which named
VimpelCom number 6 in its IT100 list of top 100 IT compa-
nies in the world for 2002. The list covers non-governmental
high-tech companies with revenues exceeding $300 million
and the main selection criteria are the rates of growth in rev-
enues and net profits. 

VimpelCom’s $250 million, 10.45% bond issue was named by
EuroWeek magazine as number 3 in the Best Corporate Deals
in Emerging Europe, following the Gazprom and Sibneft
bond issues. 

VimpelCom continues to develop its extensive investor rela-
tions program in line with its policy of transparency and
world-class corporate governance. In 2002, VimpelCom had
two roadshows (in addition to a roadshow regarding  its bond
offering), took part in five investor conferences in the U.S.,
U.K. and Moscow, and met numerous investors and investor
groups when they visited Moscow. In total, VimpelCom had
more than 150 one-on-one investor meetings in 2002.
VimpelCom also holds quarterly conference calls regarding its
earnings, which are webcast. Moreover, VimpelCom’s
investor relations department is in constant communication
with the investor community via its newly launched Investor
Relations website.

● ВымпелКом имеет давнюю репутацию одной из 
лучших компаний России. Известно, что завоевать 
репутацию намного легче, чем сохранить. Поэтому
ВымпелКом гордится своими многочисленными 
наградами и высокими позициями в рейтингах. В
2002 году торговая марка ВымпелКома «Би Лайн» была
названа «Маркой Года» в области высокотехнологич-
ных услуг. Награду присвоил национальный комитет,
ассоциированный с EFFIE, одной из наиболее пре-
стижных наград в мире в области маркетинговых ком-
муникаций. ВымпелКом также завоевал приз «Лучшее
корпоративное управление в 2002 году», присужденный
Российской Ассоциацией по защите прав инвесторов. 

Крупные успехи и достижения ВымпелКома в 2002 году
были отмечены американским журналом BusinessWeek,
который поставил ВымпелКом под № 6 в своем рейтин-
ге из 100 лучших ИТ компаний мира 2002 года. В этот
список входят частные высокотехнологичные компании
с доходами свыше $300 миллионов. При этом основны-
ми критериями отбора являются темпы роста доходов и
чистой прибыли. 

Размещение ВымпелКомом 10,45% облигаций на сумму
$250 миллионов было названо в журнале EuroWeek под
№ 3 в рейтинге лучших сделок по выпуску корпоратив-
ных облигаций в странах Восточной Европы, вслед за
компаниями Газпром и Сибнефть. 

ВымпелКом продолжает активно развивать программу
по связям с инвесторами в рамках своей политики про-
зрачности и высокого уровня корпоративного управле-
ния. В 2002 году представители ВымпелКома совершили
две поездки (roadshow) для встреч с инвесторами (в до-
полнение к roadshow в связи с выпуском облигаций),
приняли участие в пяти конференциях с инвесторами в
США, Великобритании и Москве, а также провели мно-
гочисленные встречи с инвесторами и группами инвес-
торов во время их посещений Москвы. В целом
ВымпелКом участвовал в более чем 150 встречах «один
на один» с инвесторами в 2002 году. Кроме того,
ВымпелКом проводит ежеквартальные телеконферен-
ции, посвященные результатам деятельности за квартал,
которые транслируются в сети Интернет. В дополнение к
этому отдел связей с инвесторами ВымпелКома поддер-
живает постоянный контакт с инвесторами через свой
веб-сайт в сети Интернет.

●

VimpelСom in the Public Eye

ВымпелКом в глазах общественности
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Valery V. Frontov
Vice President, Licensing 

Марина Владимировна Новикова
Директор по работе с персоналом

Алексей Михайлович Мищенко
Первый вице-президент по региональному
развитию и развитию бизнеса
Генеральный директор «Вымпелком-Регион»

Валерий Павлович Гольдин
Вице-президент по международным связям 
и отношениям с инвесторами

Андрей Павлович Кузнецов
Вице-президент, директор по информационным
технологиям

Елена Александровна Шматова
Главный финансовый директор – 2003 год

Морис Уорсфолд
Главный финансовый директор – 2002 год

Валерий Вячеславович Фронтов
Вице-президент, директор по обеспечению
операторской деятельности

Senior Management

Cтарший менеджмент

* From left to right: 
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The Legacy of VimpelCom: Founders’ Pioneering Spirit 

Наследие ВымпелКома: новаторский дух учредителей

VimpelCom’s Founder and Honorary President 
Dr. Dmitri B. Zimin and Co-Founder and Chairman
Emeritus Augie K. Fabela II (Chairman of the Board
until May 2002) led VimpelCom from its inception in
1992, to its history-making step of becoming the first
Russian company to be listed on the New York Stock
Exchange in 1996, to becoming one of the largest wire-
less telecommunications companies in Central and
Eastern Europe. Our founders have inspired the
Company’s transparency, strong corporate governance,
quality, innovation and a pioneering spirit – values and
characteristics that have made VimpelCom unique in
Russia.

● Учредитель и Почетный Президент ВымпелКома
д-р Д. Б. Зимин и Соучредитель и Почетный Предсе-
датель Совета директоров г-н О. К. Фабела II (Пред-
седатель Совета директоров до мая 2002 года) воз-
главляли Компанию с момента ее основания в
1992 году. Они привели ее к историческому достиже-
нию 1996 года, когда ВымпелКом стал первой 
российской компанией, включенной в листинг
Нью-Йоркской фондовой биржи, и к положению
одной из крупнейших компаний мобильной связи в
Центральной и Восточной Европе. Они являются
инициаторами принятия таких ценностей и принци-
пов, как приоритет высокого качества, новаторский
дух, прозрачность бизнеса и высокий уровень корпо-
ративного управления, которые сделали Компанию
уникальным явлением в современной России.

●
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is depreciated using the straight-line method over its estimated useful
life of nine and one-half years. Buildings and leasehold improvements
are depreciated using the straight-line method over estimated useful
lives of twenty years. Office and measuring equipment, and vehicles
and furniture are depreciated using the straight-line method over esti-
mated useful lives ranging from five to ten years. 

Repair and maintenance costs are expensed as incurred.

Intangible Assets
Intangible assets consist primarily of telephone line capacity, wireless
licenses, goodwill and other intangible assets. VimpelCom capitalizes
payments made to third party suppliers to acquire access to and for use
of telephone lines (telephone line capacity). These payments are
accounted for as intangible assets and are amortized on a straight-line
basis over ten years. Licenses are amortized on a straight-line basis until
the expiration date of the licenses. Goodwill represents the excess of
consideration paid over the fair value of net assets acquired in purchase
business combinations. In 2000 and 2001, goodwill was amortized using
the straight-line method over estimated remaining useful life. With the
adoption of SFAS No. 142, "Goodwill and Other Intangible Assets", as
of January 1, 2002, no amortization was taken on these assets in 2002.
Other intangible assets are amortized on a straight-line basis over their
estimated useful lives, generally four to ten years.

In accordance with SFAS No. 142, "Goodwill and Other Intangible
Assets," VimpelCom continues to evaluate the amortization period for
intangible assets with finite lives to determine whether events or circum-
stances warrant revised amortization periods. In accordance with SFAS
No. 142, VimpelCom tests goodwill for impairment on an annual basis.
Additionally, goodwill is tested for impairment between annual tests if an
event occurs or circumstances change that would more likely than not
reduce the fair value of an entity below its carrying value. These events
or circumstances would include a significant change in the business cli-
mate, legal factors, operating performance indicators, competition, sale
or disposition of a significant portion of the business or other factors. 

Software Costs
Under the provision of Statement of Position No. 98-1, “Accounting
for the Costs of Computer Software Developed or Obtained for
Internal Use”, VimpelCom capitalizes costs associated with software
developed or obtained for internal use when both the preliminary proj-
ect stage is completed and VimpelCom management has authorized
further funding of the project which it deems probable will be com-
pleted and used to perform the function intended. Capitalization of
such costs ceases no later than the point at which the project is sub-
stantially complete and ready for its intended purpose.

Research and development costs and other computer software mainte-
nance costs related to software development are expensed as incurred.
Capitalized software development costs are amortized using the
straight-line method over the expected life of the product.

Long-Lived Assets
VimpelCom accounts for impairment of long-lived assets, except for
goodwill, in accordance with the provisions of SFAS No. 144,
"Accounting for the Impairment or Disposal of Long-Lived Assets."

SFAS No. 144 requires that long-lived assets and certain identifiable
intangibles be reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be
recoverable. Recoverability of assets to be held and used is measured by
a comparison of the carrying amount of an asset to future net cash
flows expected to be generated by the asset. If such assets are consid-
ered to be impaired, the impairment to be recognized is measured by
the amount by which the carrying amount of the assets exceeds the fair
value of the assets. Assets to be disposed of are reported at the lower of
the carrying amount or fair value less costs to sell. 

Revenue Recognition
VimpelCom earns service revenues for usage of its cellular system.
Revenue is recognized when the service is rendered. Revenues from
equipment sales and other services are recognized in the period in
which the equipment is sold and services are rendered. Revenue on
prepaid cards is deferred and recognized when services are rendered.
Revenues are stated net of value-added taxes charged to customers.

In accordance with the provisions of the SEC Staff Accounting
Bulletin No. 101, “Revenue Recognition in Financial Statements”,
VimpelCom has deferred telecommunications connection fees. The
deferral of revenue will be recognized over the estimated average sub-
scriber life, which is generally two years.

Advertising 
VimpelCom expenses the cost of advertising as incurred. Advertising
expenses for the years ended December 31, 2002, 2001 and 2000 were
US$30,450, US$21,829 and US$18,488, respectively.

Rent
VimpelCom leases office space and premises where telecommunica-
tions equipment is installed. There were no non-cancelable operating
leases in 2002 and 2001.

Rent expense under all operating leases and rental contracts in 2002, 2001
and 2000 was US$18,152, US$9,656, and US$5,768, respectively.

Deferred Taxes
VimpelCom computes and records income tax in accordance with
SFAS No. 109, “Accounting for Income Taxes”. Under the asset and
liability method of SFAS 109, deferred tax assets and liabilities are rec-
ognized for the future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets
and liabilities and their respective tax bases. 

Government Pension Fund
VimpelCom contributes to the Russian Federation state pension fund
on behalf of its employees. VimpelCom’s contribution was expensed as
incurred. Total amounts expensed in connection with contributions to
the state pension fund for the years ended December 31, 2002, 2001
and 2000 were US$7,668, US$5,037 and US$2,793, respectively. 

Concentration of Credit Risk
Trade accounts receivable consist of amounts due from subscribers for
airtime usage and equipment sales. In certain circumstances, Vimpel-
Com requires deposits as collateral for airtime usage. In addition,
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2002 2001 2000

Net income (loss), as reported US$ 129,552 US$ 47,301 US$ (77,801)
Add: Compensation expense in respect of 2000 
Stock Option Plan, as reported 4,085 – –
Deduct: Compensation expense in respect of 2000 Stock Option Plan 
determined under fair value based method for all awards (1,386) (1,363) (42)

Pro forma net income US$ 132,251 US$ 45,938 US$ (77,843)

Earnings per share:
Basic—as reported US$ 3.41 US$ 1.41 US$ (2.57)
Basic—pro forma US$ 3.48 US$ 1.37 US$ (2.57)
Diluted—as reported US$ 2.91 US$ 1.18 US$ (2.57)
Diluted—pro forma US$ 2.97 US$ 1.15 US$ (2.57)

The following table illustrates the effect on net income and earnings per share if the company had applied the fair value recognition provisions of FASB
Statement No. 123, to stock-based employee compensation.

Years ended December 31,

Derivative Instruments and Hedging Activities
SFAS No. 133, “Accounting for Derivative Instruments and Hedging
Activities”, requires companies to recognize all of its derivative instru-
ments as either assets or liabilities in the statement of financial position
at fair value. The accounting for changes in the fair value of a derivative
instrument depends on whether it has been designated and qualifies as
part of a hedging relationship and further, on the type of hedging rela-
tionship. For those derivative instruments that are designated and qual-
ify as hedging instruments, VimpelCom designates the hedging instru-
ment, based upon the exposure being hedged, as a fair value hedge, cash
flow hedge or a hedge of a net investment in a foreign operation. 

For derivative instruments that are designated and qualify as a fair
value hedge, the gain or loss on the derivative instrument as well as the
offsetting loss or gain on the hedged item attributable to the hedged
risk are recognized in the same line item associated with the hedged
item in current earnings during the period of the change in fair values. 

Business Combinations, Goodwill and Other Intangible Assets
In July 2001, the Financial Accounting Standards Board (the
“FASB”) issued SFAS’s No. 141, “Business Combinations”, and No.
142, “Goodwill and Other Intangible Assets”, effective for fiscal years
beginning after December 15, 2001. Under the new rules, goodwill

VimpelCom has introduced a prepaid service for both DAMPS and
GSM networks. Equipment sales are typically paid in advance of deliv-
ery. VimpelCom’s credit risk arising from its trade accounts receivable
is mitigated due to the large number of its subscribers, of which
approximately 85% subscribed to a prepaid service as of December 31,
2002 and, accordingly, do not give rise to credit risk.

VimpelCom deposits available cash with financial institutions in the
Russian Federation. Deposit insurance is not offered to financial insti-
tutions operating in Russia. To manage this credit risk, VimpelCom
allocates its available cash to a variety of Russian banks and Russian
affiliates of international banks. Management periodically reviews the
credit worthiness of the banks in which it deposits cash.

VimpelCom issues advances to a variety of vendors of property and
equipment for its network development. The contractual arrangements
with the most significant vendors (Alcatel, Ericsson and Technoserve
A/S) provide for equipment financing in respect of certain deliveries of
equipment. VimpelCom periodically reviews the financial position of
vendors and their compliance with the contract terms.

Fair Value of Financial Instruments
The carrying amounts for financial instruments, consisting of cash and
cash equivalents, short-term investments, trade accounts receivable,
forward agreement obligations under accounts payable, bank loans and
equipment financing liabilities approximate their fair value.

The fair value of senior convertible notes based on quoted market
prices was US$106,266 and US$86,198 as of December 31, 2002 and
2001, respectively. 

Comprehensive Income
SFAS No. 130, “Reporting Comprehensive Income”, requires the
reporting of comprehensive income in addition to net income (loss).
Comprehensive income is a more inclusive financial reporting
methodology that includes disclosure of certain financial information
that historically has not been recognized in the calculation of net
income but as an adjustment to shareholders’ equity. VimpelCom does
not have comprehensive income items. Accordingly, net income (loss)
is equivalent to comprehensive income for each of the years presented.

Stock-Based Compensation
VimpelCom follows the provisions of SFAS No. 123, “Accounting for
Stock-Based Compensation”, for its stock option plan. SFAS No. 123
generally allows companies to either account for stock-based compensa-
tion under the new provisions of SFAS No. 123 or under the provisions of
Accounting Principles Board Opinion (“APB”) No. 25, “Accounting for
Stock Issued to Employees”. Because the fair value accounting requires
use of option valuation models that were not developed for use in valuing
employee stock options (see Note 23), VimpelCom has elected to account
for its stock-based compensation in accordance with the provisions of
APB No. 25 and related Interpretations and present pro forma disclosures
of results of operations as if the fair value method had been adopted.
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and intangible assets deemed to have indefinite lives will no longer be
amortized but will be subject to annual impairment tests in accordance
with SFAS No. 142. Other intangible assets will continue to be amor-
tized over their useful life. Impairment losses that arise due to the ini-
tial application of this standard should be reported as a cumulative
effect of a change in accounting principle. 

VimpelCom has adopted SFAS No. 141, "Business Combinations",
which was effective for business combinations consummated after June
30, 2001. VimpelCom adopted SFAS No. 142, "Goodwill and Other
Intangible Assets", on January 1, 2002, and discontinued amortization of
goodwill as of such date. The impact of non-amortization of goodwill on
VimpelCom’s net income for the year ended December 31, 2002 was an
increase of US$1,632, or US$0.04 per share of common stock – basic
and US$0.04 per share of common stock – diluted, respectively.

VimpelCom has completed the goodwill impairment testing identified
in SFAS No. 142 and identified that there was no impairment of good-
will as of December 31, 2002. 

Accounting for Assets Retirement Obligations
In August 2001, the FASB issued SFAS No. 143, "Accounting for Asset
Retirement Obligations." This statement deals with the costs of closing
facilities and removing assets. SFAS No. 143 requires entities to record
the fair value of a legal liability for an asset retirement obligation in the
period it is incurred. This cost is initially capitalized and amortized over
the remaining life of the asset. Once the obligation is ultimately settled,
any difference between the final cost and the recorded liability is recog-
nized as a gain or loss on disposition. SFAS No. 143 is effective for years
beginning after June 15, 2002. The adoption of the provisions of SFAS
No. 143 is not expected to have a material impact on VimpelCom’s
results of operations, financial position or cash flow.

Accounting for Costs Associated with Exit or Disposal Activities
In June 2002, the FASB issued SFAS No. 146, "Accounting for Costs
Associated with Exit or Disposal Activities," which requires that a lia-
bility for a cost associated with an exit or disposal activity be recognized
when the liability is incurred. This statement nullifies Emerging Issues
Task Force No. 94-3, "Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity (including
Certain Costs Incurred in a Restructuring," which required that a lia-
bility for an exit cost be recognized upon the entity’s commitment to an
exit plan. SFAS No. 146 is effective for exit or disposal activities that are
initiated after December 31, 2002. The adoption of the provisions of
SFAS No. 146 is not expected to have a material impact on
VimpelCom’s results of operations, financial position or cash flow.

Accounting for Stock-Based Compensation
In December 2002, the FASB issued SFAS No. 148 "Accounting for
Stock-Based Compensation - Transition and Disclosure - an amend-
ment of FASB Statement No. 123." SFAS No. 148 amends SFAS No.
123 “Accounting for Stock-Based Compensation” to provide alterna-
tive methods of transition for an entity that voluntarily changes to the
fair value based method of accounting for stock-based employee com-
pensation. It also amends the disclosure provisions of SFAS No. 123 to
require prominent disclosure about the effects on reported net income
of an entity’s accounting policy decisions with respect to stock-based

employee compensation. SFAS No. 148 also amends APB Opinion
No. 28 “Interim Financial Reporting” to require disclosure about those
effects in interim financial information. The amendments to SFAS No.
123 introduced in SFAS No. 148 effective for financial statements for
fiscal years ending after December 15, 2002. VimpelCom adopted the
disclosure requirements of SFAS No. 148 in the consolidated financial
statements for the year ended December 31, 2002.

Accounting for Guarantees
In November 2002, the FASB issued FASB Interpretation (“FIN”)
No. 45, “Guarantor's Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of
Others”. FIN No. 45 requires that upon issuance of a guarantee, the
guarantor must recognize a liability for the fair value of the obligation
it assumes under that guarantee. The disclosure provisions of FIN No.
45 are effective for financial statements of annual periods that end after
December 15, 2002. The provisions for initial recognition and meas-
urement are effective on a prospective basis for guarantees that are
issued or modified after December 31, 2002. The adoption of the pro-
visions of FIN No. 45 did not have a material impact on VimpelCom’s
results of operations, financial position or cash flow.

Consolidation of Variable Interest Entities
In January 2003, the FASB issued FIN No. 46, “Consolidation of Variable
Interest Entities”. FIN No. 46 defines the concept of “variable interests”
and requires existing unconsolidated variable interest entities to be consoli-
dated into the financial statements of their primary beneficiaries if the vari-
able interest entities do not effectively disperse risks among the parties
involved. FIN No. 46 applies immediately to variable interest entities creat-
ed after January 31, 2003. It applies in the first fiscal year or interim period
beginning after June 15, 2003, to variable interest entities in which an enter-
prise holds a variable interest that it acquired before February 1, 2003. If it is
reasonably possible that an enterprise will consolidate or disclose informa-
tion about a variable interest entity when FIN No. 46 becomes effective, the
enterprise must disclose information about those entities in all financial
statements issued after January 31, 2003. The interpretation may be applied
prospectively with a cumulative-effect adjustment as of the date on which it
is first applied or by restating previously issued financial statements for one
or more years, with a cumulative-effect adjustment as of the beginning of the
first year restated. VimpelCom does not expect that the adoption of the pro-
visions of FIN No. 46 will have a material impact on VimpelCom’s future
results of operations, financial position or cash flow.

Reclassifications
Certain reclassifications have been made to the prior years’ consolidat-
ed financial statements to conform to the current year presentation.

3. Changes in Estimates

At the beginning of fiscal year 2002, VimpelCom changed the estimat-
ed remaining useful life of DAMPS telecommunications equipment
from 6.5 to 5 years. The change decreased net income for the year
ended December 31, 2002 by approximately US$3,152 equivalent to
US$0.08 per share of common stock – basic and US$0.07 per share of
common stock – diluted. 
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At the beginning of the second quarter 2002, VimpelCom changed the
estimated remaining useful life of NAMPS telecommunications
equipment from 4.25 to 1.75 years. The change decreased net income
for the year ended December 31, 2002 by approximately US$1,752
equivalent to US$0.05 per share of common stock – basic and
US$0.04 per share of common stock – diluted.

At the beginning of the third quarter 2002, VimpelCom changed the
estimated remaining useful life of certain items of telecommunications
equipment from 5 to 0.5 years. The change decreased net income for
the year ended December 31, 2002 by approximately US$2,239 equiv-
alent to US$0.06 per share of common stock – basic and US$0.05 per
share of common stock – diluted.

At the beginning of the fourth quarter 2002, VimpelCom changed the
estimated remaining useful life of certain items of telecommunications
equipment from 5 to 0.25 years. The change decreased net income for
the year ended December 31, 2002 by approximately US$1,857 equiv-
alent to US$0.05 per share of common stock – basic and US$0.04 per
share of common stock – diluted.

4. Acquisitions

On December 15, 1999, VimpelCom paid US$29,536 to Alcatel SEL
AG (“Alcatel”) for the 12% of KBI’s common stock, which
VimpelCom did not previously own. In accordance with Russian leg-
islation, legal ownership of shares is effective as at the date of registra-
tion of the transaction in the register of shareholders. The purchase of
KBI’s shares by VimpelCom was registered on January 3, 2000. The
excess of acquisition cost over the fair market value of 12% of the net
assets of KBI amounted to US$12,699 and was recorded as goodwill.
Goodwill was amortized on a straight-line basis over its estimated use-
ful life, 8 years, until December 31, 2001 and is subject to annual
impairment tests commencing January 1, 2002.

On March 13, 2000, VimpelCom increased its share of ownership in
RTI Service-Svyaz to 100% by acquiring the remaining 50% of voting
shares it did not previously own for US$3,026. The excess of the fair
market value of 50% of the net assets of RTI Service-Svyaz over acqui-
sition cost reduced the value of property and equipment in the accom-
panying consolidated financial statements.

In January 2001, VimpelCom acquired 100% of the shares of common
stock of MSS Start operating under a trademark “Mobile Center”, a
retail dealer for mobile communications companies, for US$3,192.
The acquisition was recorded under the purchase method of account-
ing. The results of operations of MSS Start were included in the
accompanying consolidated statement of operations from the date of
acquisition. The fair value of net assets acquired approximated the cost
of acquisition.

In April 2001, VimpelCom-Region, a subsidiary of VimpelCom,
acquired 93% of shares of common stock of Cellular Company, a cel-
lular operator in Novosibirsk, operating under trade marks “Bee Line”
and “Fora”, for US$4,544. The acquisition was recorded under the

purchase method of accounting. The results of operations of Cellular
Company were included in the accompanying financial statement
from the date of acquisition. The excess of acquisition cost over the fair
value of 93% of net assets of Cellular Company amounted to US$317
as of the date of acquisition and was recorded as goodwill. Goodwill
was amortized on a straight-line basis over its estimated useful life, 7
years, until December 31, 2001 and is subject to annual impairment
tests commencing January 1, 2002. 

In February 2002, VimpelCom-Region acquired 5% of Cellular
Company’s common stock, which VimpelCom-Region did not previ-
ously own, for US$227. The excess of acquisition cost over the fair value
of 5% of the net assets of Cellular Company amounted to US$15 and was
recorded as goodwill. Goodwill is subject to annual impairment tests. 

2% of shares of common stock of Cellular Company were owned by
KBI before the acquisition. Therefore, after the acquisition,
VimpelCom-Region and KBI collectively controlled 100% of shares of
the common stock of Cellular Company.

In July 2002, VimpelCom-Region acquired 77.6% of common stock of
Orensot, a cellular communication enterprise operating in the Orenburg
region, for US$14,204. In October 2002, VimpelCom-Region acquired
21.21% of Orensot’s common stock, which VimpelCom-Region did not
previously own, for US$3,882. This transaction increased VimpelCom-
Region’s ownership in Orensot to 98.81%. The acquisitions were
recorded under the purchase method of accounting. The results of oper-
ations of Orensot were included in the accompanying consolidated
statement of income from the date of acquisition. The fair value of net
assets acquired approximated the cost of acquisition. 

In October 2002, VimpelCom acquired 1% of common stock of Bee-Line
Samara, a cellular operator in Samara region, which VimpelCom did not
previously own, for US$680. This transaction increased VimpelCom’s
ownership in Bee-Line Samara to 51%. The acquisition was recorded
under purchase method of accounting. The investment in Bee-Line
Samara was accounted for under the equity method prior to October 2002.
The accounts of Bee-Line Samara are included in VimpelCom’s consoli-
dated financial statements from October 2002. The fair value of 1% of net
assets acquired approximated the cost of acquisition.

In December 2002, VimpelCom-Region acquired 100% of Extel, a
cellular communication enterprise operating in the Kaliningrad
region, for US$25,312. The acquisition was recorded under the pur-
chase method of accounting. The results of operations of Extel were
included in the accompanying consolidated statement of income from
the date of acquisition. The fair value of net assets acquired approxi-
mated the cost of acquisition.

In December 2002, VimpelCom-Region acquired 100% of ownership
interest in Vostok-Zapad Telecom, a company that holds a GSM-
900/1800 license for operations in the Ural region, for US$26,608.
The acquisition was recorded under the purchase method of account-
ing. The results of operations of Vostok-Zapad Telecom were included
in the accompanying consolidated statement of operations from the
date of acquisition. The fair value of net assets acquired approximated
the cost of acquisition.
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Cash and cash equivalents consisted of the following at December 31:

The following table summarizes the estimated fair values of the intangible assets acquired of Orensot, Bee-Line Samara, Extel and Vostok-Zapad
Telecom at the date of acquisition.

Intangible assets subject to amortization (10.9 years weighted-average useful life)
Licenses (11.0 years weighted-average useful life) US$ 71,701
Other intangible assets (8.5 years weighted-average useful life) 711

US$ 72,412

The following unaudited pro forma combined results of operations for VimpelCom give effect to Orensot, Bee-Line Samara, Extel and Vostok-Zapad
Telecom business combinations as if they had occurred at the beginning of 2002 and 2001. These pro forma amounts are provided for informational pur-
poses only and do not purport to present the results of operations of VimpelCom had the transactions assumed therein occurred on or as of the date indi-
cated, nor is it necessarily indicative of the results of operations which may be achieved in the future.

2002 2001
Pro forma total operating revenues US$ 818,012 US$ 463,179
Pro forma net income 137,171 52,075
Pro forma basic net income per common share 3.61 1.55
Pro forma diluted net income per common share 3.08 1.30

Years ended December 31,

2002 2001
Rubles US$ 40,185 US$ 21,670
US dollars 182,815 110,631
EURO and other currencies 40,657 11,871

US$ 263,657 US$ 144,172

5. Cash and Cash Equivalents

2002 2001
Value added tax and other taxes US$ 88,528 US$ 37,298
Advances to suppliers 15,194 6,905
Forward agreement (Note 7) 2,639 –
Prepayment under forward agreement (Note 7) 2,041 –
Other 9,956 5,569

US$ 118,358 US$ 49,772

6. Other Current Assets

Other current assets consisted of the following at December 31:
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7. Forward Agreements with Citibank

VimpelCom enters into forward exchange contracts to hedge certain
liabilities denominated in foreign currencies. The purpose of
VimpelCom’s foreign currency hedging activities is to protect
VimpelCom from risk that the eventual dollar cash outflows from pay-
ments in euros to vendors of equipment will be adversely affected by
changes in the exchange rates.

On May 14, 2002, VimpelCom entered into a forward agreement with
Citibank for purchase of EURO 5,000 thousand on November 15,
2002 for US dollars at a rate of 0.897 EURO/1US$ to hedge foreign
currency risk associated with the liability under equipment financing
agreements between KBI and Alcatel. The agreement qualified for
hedge accounting under SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” as amended. VimpelCom pur-
chased EURO 5,000 thousand on November 15, 2002. The net gain of
US$ 542 related to the change in the fair value of the derivative from
May 14, 2002 to November 15, 2002 was included in net foreign
exchange loss in the accompanying consolidated statement of income
for the year ended December 31, 2002.

On August 26, 2002, KBI entered into a forward agreement with
Citibank for purchase of EURO 89,912 thousand for US dollars at a
rate of 0.9599 EURO/1US$ in several installments during the period
from January 2003 to January 2006 to hedge foreign currency risk
associated with the liability under equipment financing agreements
between KBI and Alcatel. The agreement qualified for hedge account-
ing under SFAS No. 133, “Accounting for Derivative Instruments and
Hedging Activities,” as amended. The derivative was recorded at fair
value of US$ 6,222 as of December 31, 2002, and included in other
current assets and other assets in the amount of US$ 2,639 and US$
3,583, respectively, in the accompanying consolidated balance sheet
(Notes 6, 11). The net gain of US$ 6,222 related to the change in the
fair value of the derivative was included in net foreign exchange loss in
the accompanying consolidated statement of income for the year
ended December 31, 2002. 

In accordance with the forward agreement, KBI made a prepayment
in the amount of US$ 8,000 with Citibank. As of December 31,
2002, the deposit was recorded as other current assets and other
assets in the amount of US$ 2,041 and US$ 5,959, respectively
(Notes 6, 11).

2002 2001
Telecommunications equipment held under capital lease agreements US$ 8,424 US$ 5,517
Telecommunications equipment 640,295 340,464
Buildings and leasehold improvements 39,892 37,611
Office and measuring equipment 58,951 39,284
Vehicles 4,072 3,042
Furniture 4,470 3,411
Other equipment 4,919 4,705

761,023 434,034

Accumulated depreciation (165,930) (107,738)
Equipment not installed and assets under construction 362,509 209,109

US$ 957,602 US$ 535,405

Property and equipment, at cost, except for impaired assets, consisted of the following at December 31:

Capitalized interest in the amount of US$1,583 and US$0 was includ-
ed in the cost of telecommunications equipment in the year ended
December 31, 2002 and 2001, respectively.

In July 2000, VimpelCom purchased all the telecommunications
equipment previously held under capital lease agreements with AB
LM Ericsson Finans.

In April 2001, VimpelCom-Region acquired Cellular Company 
(Note 4). Cellular Company had telecommunications equipment held
under capital lease agreements (Note 15).

In October 2002, VimpelCom acquired controlling ownership inter-
est in Bee-Line Samara (Note 4). Bee-Line Samara had telecommu-

nications equipment held under capital lease agreements (Note 15).

Accumulated depreciation on telecommunications equipment 
held under capital lease agreements amounted to US$2,965 and
US$988 at December 31, 2002 and 2001, respectively. Depreciation
expense in respect of telecommunications equipment held under
capital lease amounted to US$1,977, US$988 (commencing April
2001) and US$9,789 (until July 2000) for the years ended December
31, 2002, 2001 and 2000, respectively, and was included in depreci-
ation expense in the accompanying consolidated statements of
operations. 

VimpelCom recorded an impairment charge of US$61,000 in respect
of telecommunications equipment as of December 31, 2000 (Note 10).



2003 US$ 19,595
2004 19,595
2005 19,595
2006 19,595
2007 18,681
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December 31, 2002 December 31, 2001

Accumulated Accumulated
Cost amortization Cost amortization

Telephone line capacity US$ 89,826 US$ (45,487) US$ 76,553 US$ (37,404)
Goodwill 13,025 (3,209) 13,010 (3,209)
Other intangible assets 3,439 (1,864) 3,240 (1,310)

US$ 106,290 US$ (50,560) US$ 92,803 US$ (41,923)

The total gross carrying value and accumulated amortization of VimpelCom’s intangible assets by major intangible asset class was as follows:

Amortization expense for each of the succeeding five years is expected to be as follows:

The pro forma impact of non-amortization of goodwill on net income and net income per share for the year ended December 31, 2001 compared to
actual results for the year ended December 31, 2002 is as follows:

2002 2001 2000
(In thousands of US dollars, except per share amounts)

Reported net income US$ 129,552 US$ 47,301 US$ (77,801)
Goodwill amortization – 1,621 1,588

Adjusted net income US$ 129,552 US$ 48,922 US$ (76,213)

Basic net income per common share:
Reported net income US$ 3.41 US$ 1.41 US$ (2.57)
Goodwill amortization – 0.04 0.05

Adjusted net income per common share US$ 3.41 US$ 1.45 US$ (2.52)

Diluted net income per common share:
Reported net income US$ 2.91 US$ 1.18 US$ (2.57)
Goodwill amortization – 0.04 0.05

Adjusted net income per common share US$ 2.91 US$ 1.22 US (2.52)

Years ended December 31,

VimpelCom recorded an impairment charge of US$ 5,467 in respect of other intangible assets as of December 2000 (Note 10).

9. Telecommunications Licenses and Other Intangible Assets

December 31, 2002 December 31, 2001

Accumulated Accumulated
Cost amortization Cost amortization

101,826 (13,441) 30,000 (9,954)

The total gross carrying value and accumulated amortization of VimpelCom’s telecommunications licenses was as follows:

Telecommunications licenses were initially recorded at cost. Telecommunications licenses acquired in business combinations were initially
recorded at their fair value as of the acquisition date. 
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10. Impairment Charges

Based upon a comprehensive review of long-lived assets, VimpelCom
determined that as of December 2000, its telecommunications
AMPS/D-AMPS network equipment in the Moscow license area and
licenses from the vendor of the equipment were impaired. A marketing
research study performed by VimpelCom indicated that the migration
rate of subscribers from VimpelCom’s AMPS/D-AMPS network to its
GSM network had increased. Accordingly, revised revenue forecasts

for the AMPS/D-AMPS network were based on a lower number of
subscribers. VimpelCom recorded an impairment charge of US$
66,467, including US$ 61,000 in respect of equipment and US$ 5,467
in respect of licenses classified as intangible assets in the accompany-
ing consolidated balance sheets. These amounts represent an excess of
the carrying amount of assets over their fair value. Fair value was deter-
mined as the present value of estimated future cash flows expected to
result from the use of the assets. No impairment charges were recog-
nized in 2002 or 2001.

11. Other Assets

2002 2001

Software, at cost US$ 54,681 US$ 23,321
Accumulated depreciation (10,867) (3,031)

43,814 20,290

Prepayments to suppliers 36,309 24,813
Prepayment under forward agreement (Note 7) 5,959 –
Forward agreement (Note 7) 3,583 –
Equity investments 1,556 3,833
Other assets 1,283 812

US$ 92,504 US$ 49,748

Other assets consisted of the following at December 31:

12. Bank Loans

2002 2001

Sberbank – loan to VimpelCom US$ 50,100 US$ 66,800
Sberbank – loan to Cellular Company – 1,152
J.P. Morgan AG 250,000 –
Sberbank – loan to VimpelCom-Region 39,380 –
Gazbank 2,211 –
Other loans 2,169 –

343,860 67,952

Less current portion (37,780) (17,852)

Total long-term bank loans US$ 306,080 US$ 50,100

Bank loans consisted of the following as of December 31:

On April 28, 2000, Sberegatelny Bank of the Russian Federation
(“Sberbank”) provided a four-year, US dollar denominated, credit line
of US$80,000 to VimpelCom. The amount of the credit line was sub-
sequently reduced to US$66,800. VimpelCom had the right to draw
down the entire amount before April 28, 2001. VimpelCom has made
drawings under the credit line in the total amount of US$66,800. The
loan is to be repaid in eight equal installments, on a quarterly basis,
commencing July 10, 2002. The interest rate as at the date of signing
was 13.25% per annum and is subject to change by Sberbank. As of
December 31, 2002, the interest rate was 11.5% per annum. 

As of December 31, 2002, assets pledged as collateral against this cred-
it line included certain items of telecommunications equipment and
buildings in Moscow owned by VimpelCom with an approximate car-
rying amount of US$66,151 and US$14,974, respectively, all of
VimpelCom’s shares in MSS Start, 50% of shares in Bee-Line Samara,
and promissory notes issued by VimpelCom to RTI Service-Svyaz with
a nominal amount of 930,000 thousand rubles (US$29,264 at
exchange rate as of December 31, 2002). The carrying amount of 50%
of net assets of Bee-Line Samara in the accompanying consolidated
balance sheet as of December 31, 2002 was US$6,818. The carrying
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amount of net assets of MSS Start in the accompanying consolidated
balance sheet as of December 31, 2002 was US$2,732. Under the loan
agreement between VimpelCom and Sberbank, VimpelCom is subject
to certain defined debt covenant restrictions, including several restric-
tions related to financial condition.

The loan payable to Sberbank by Cellular Company denominated in
US dollars bears interest of 4% per annum. The proceeds from the loan
were used to open a stand-by letter of credit to secure certain liabilities
of Cellular Company to Motorola Credit Corporation (“Motorola”)
under a lease agreement (Note 15). The loan was fully repaid as of
December 31, 2002.

On April 26, 2002, the offering of 10.45% Loan Participation Notes
(“Notes”) issued by, but without recourse to J.P. Morgan AG, for the
sole purpose of funding a US$250,000 loan to VimpelCom was com-
pleted. The loan will mature on April 26, 2005. VimpelCom is to pay
cash interest on the loan at the rate of 10.45% per annum from April
26, 2002, payable semi-annually on April 26 and October 26 of each
year. Such interest payments commenced on October 26, 2002. As of
December 31, 2002, interest in amount of US$4,718 was accrued.
Gross issuance costs comprised US$6,569 and were included, net of
related accumulated amortization of US$1,459, in unamortized debt
issue costs in the accompanying consolidated balance sheet.
Amortization of debt issuance costs is included in interest expense in
the accompanying consolidated financial statements. Under the loan
agreement between VimpelCom and J.P. Morgan AG, VimpelCom is
subject to certain defined debt covenant restrictions, including several
restrictions related to financial condition.

In December 2002, Sberbank provided a US dollar denominated cred-
it line of US$70,000 to VimpelCom-Region. VimpelCom-Region has
the right to draw down the entire amount before April 1, 2003. As of
December 31, 2002, VimpelCom-Region’s drawings under the credit
line amounted to US$39,380. The loan will be repaid in twelve install-
ments, on a quarterly basis, commencing November 27, 2004. The
loan bears interest at an annual rate of 13%. 

As of December 31, 2002, assets pledged as collateral against the loan
from Sberbank to VimpelCom-Region included certain items of
telecommunications equipment with an approximate carrying amount
of US$49,606 and promissory notes issued by VimpelCom-Region to
Cellular Company with a nominal amount of 1,551,602 thousand
rubles (US$48,816 at exchange rate as of December 31, 2002).

VimpelCom irrevocably, fully and unconditionally guaranteed
VimpelCom-Region’s obligations under the loan from Sberbank for
the total amount of US$36,000.

On December 20, 2002, Closed Joint Stock Company Commercial
Bank Gazbank (“Gazbank”) provided a one year, ruble denominated,
loan of 21,000 thousand rubles (US$661 at exchange rate as of
December 31, 2002) and a one year, US dollar denominated, loan of
US$1,550 to Bee-Line Samara. As of December 31, 2002, drawings
under the loans amounted to US$2,211. The loans should be repaid no
later than December 22, 2003. The US dollar denominated loan bears
interest at an annual rate of 14%. The ruble denominated loan bears

interest at an annual rate of 26% and is subject to change by Gazbank.
As of December 31, 2002, the interest rate for ruble denominated loan
was 26% per annum.

As of December 31, 2002, assets pledged as collateral against the loans
from Gazbank included certain items of telecommunications equip-
ment with an approximate carrying value of US$3,579.

13. Senior Convertible Notes

On July 28, 2000, the offering of senior convertible notes registered
with the SEC raised a total of US$70,320 (net of cost of issuance of
US$4,680). Unamortised balance of debt issue costs of US$2,758 and
US$3,618 was included in non-current assets in the accompanying
consolidated balance sheets as of December 31, 2002 and 2001,
respectively. 

The convertible notes will mature on July 28, 2005. Holders of the con-
vertible notes may convert the notes into ADSs at any time after
September 28, 2000 at the conversion price of US$27.0312 per ADS,
subject to certain adjustments. VimpelCom is to pay cash interest on the
convertible notes at the rate of 5.5% per annum from July 28, 2000,
payable semi-annually on January 28 and July 28 of each. Such interest
payments commenced on January 28, 2001. Unless previously convert-
ed or redeemed, VimpelCom is to repay the convertible notes at
135.41% of their principal amount, which represents a yield to maturity
of 11% per annum compounded on a semi-annual basis. Amortization
of discount on the notes and debt issuance costs is included in interest
expense in the accompanying consolidated financial statements.

The convertible notes are redeemable by VimpelCom starting from
July 28, 2003 at their accreted value, plus accrued but unpaid cash
interest and any additional amounts, if the market price of the ADSs
on the New York Stock Exchange exceeds 140% of the conversion
price during a period of 30 consecutive trading days.

Senior convertible notes were issued by VimpelCom B.V., a wholly-
owned subsidiary of VimpelCom Finance B.V., which is a wholly-
owned subsidiary of VimpelCom. VimpelCom B.V. is a company with
no assets, operations, revenues or cash flows other than those related to
the issuance, administration and repayment of senior convertible notes.

VimpelCom irrevocably, fully and unconditionally guaranteed
VimpelCom B.V.’s obligations under the senior convertible notes,
including the performance by VimpelCom B.V. of its conversion obligation.

14. Equipment Financing Obligations

Agreements between KBI and Alcatel
KBI entered into an agreement with Alcatel for the purchase and
installation in four phases of mobile telecommunications GSM net-
work equipment with a total contract value of US$135,000. In order to
finance the transaction, KBI and Alcatel entered into a deferred pay-
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ment agreement in the aggregate principal amount of US$113,242 plus
interest (the “Alcatel Agreement”). In addition, Alcatel received shares
of KBI’s common stock representing the remaining 12% of the out-
standing capital stock of KBI after giving effect to such issuance. These
shares were valued at US$21,758 in accordance with the market value
of the equipment and services to be provided, adjusted for put and call
options attached to the issuance. As described in Note 4, on January 3,
2000, VimpelCom purchased the 12% of KBI shares held by Alcatel
for US$29,536.

The Alcatel Agreement requires interest to be paid at the US dollar
LIBOR rate plus 4.0% over a period to be determined by the timing of
the initiation of the four different phases of the Alcatel Agreement.
Financing of the contract by Alcatel provides for repayment of Phase 1
and Phase 2 to commence no later than four years from the date of the
contract. For the first phase, initiated in 1996, two annexes have been
signed. The first annex related to equipment valued at US$21,758
which was contributed in kind to the charter capital of KBI. The sec-
ond annex related to a delivery of equipment valued at US$21,511
under the equipment financing agreement. For the second phase, initi-
ated in 1997, one annex was signed for equipment valued at US$47,785.
For the third phase, initiated in 1998, one annex was signed for equip-
ment valued at EURO 20,389 thousand (US$21,485) acquired in 1999.
The fourth phase, initiated in 1999, was signed for equipment valued at
EURO 19,919 thousand (US$18,356) acquired in 2000.

Repayment of amounts due under the Alcatel Agreement for the first
and second phases were to begin after a grace period of three years
from the date of acceptance of the related equipment and services,
however, this grace period was to expire no later than May 26, 2000.
Principal and interest repayments are made in eight semi-annual
installments beginning May 27, 2000.

On May 19, 2000, KBI and Alcatel signed the fifth amendment to the
deferred payment agreement (the “Fifth Amendment”). The Fifth
Amendment provides for the deferral of payment of the amount of
EURO 15,936 thousand (US$13,857) in respect of future deliveries of
equipment under the fourth phase of the agreement on the purchase
and installation of mobile telecommunications network equipment.
The liability accrues interest at the EURO six-month EURIBOR rate
plus 9%. Principal repayments were to be made in two equal install-
ments, no later than July 5, 2001 and December 15, 2001. Interest was
to be repaid on the same dates in the full amount accrued as of the
respective date. The Fifth Amendment changed the initial terms of
payment under the fourth phase. Under the initial terms, payments in
respect of future deliveries of equipment were to be made within 30
days after the delivery of equipment. As of December 31, 2002, all the
equipment under the fourth phase was delivered and the principal and
accrued interest were repaid on due dates.

On May 19, 2000, KBI and Alcatel signed the sixth amendment to the
deferred payment agreement (the “Sixth Amendment”). The Sixth
Amendment provided for the deferral of payment of the amount of
US$15,000 under the second phase of the agreement on the purchase
and installation of mobile telecommunications network equipment.
The initial payment date under the second phase was May 27, 2000.
The new payment date under the Sixth Amendment was September 1,

2000 and the entire amount was paid on due date. The interest was
accrued and paid for the period of May 27, 2000 through September 1,
2000 at the US dollar six-month LIBOR rate plus 6.25%.

On May 19, 2000, KBI and Alcatel signed a new agreement on the
purchase and installation in two phases (fifth and sixth phases) of
mobile telecommunications GSM network equipment in the total
value of EURO 26,135 thousand (US$27,180 at exchange rate as of
December 31, 2002). Under the new agreement, further phases may be
agreed. On May 19, 2000, an annex for the fifth phase was signed for
the amount of EURO 7,135 thousand (US$7,420 at exchange rate as
of December 31, 2002). On June 30, 2000, an annex for the sixth phase
was signed for the amount of EURO 19,000 thousand (US$19,760 at
exchange rate as of December 31, 2002).

On August 23, 2000, KBI and Alcatel signed the deferred payment
agreement for the fifth phase. This agreement provides for the deferral
of payment of the amount of EURO 5,566 thousand (US$5,789 at
exchange rate as of December 31, 2002) in respect of future deliveries
of equipment under the fifth phase. The liability accrues interest at the
EURO six-month EURIBOR rate plus 3.5%. Principal repayments
are to be made in six equal and consecutive semi-annual installments.
The first installment was to become due six months after the accept-
ance of the related equipment, but no later than December 1, 2001.
Interest should be repaid on the same dates in the full amount accrued
as of the respective date. As of December 31, 2002, all the equipment
was delivered under the fifth phase.

On September 7, 2000, KBI and Alcatel signed the deferred payment
agreement for the sixth phase that provides for the deferral of payment
of the amount of EURO 16,150 (US$16,796 at exchange rate as of
December 31, 2002) in respect of future deliveries of equipment under
the sixth phase. This agreement was amended on January 10, 2001.
The amount of deferred payments is divided in sub-phases 1, 2 and 3
in the amounts of EURO 12,828 thousand (US$13,341 at exchange
rate as of December 31, 2002), EURO 1,700 thousand (US$1,768 at
exchange rate as of December 31, 2002) and EURO 1,622 thousand
(US$1,687 at exchange rate as of December 31, 2002), respectively.
The liability for sub-phases 1, 2 and 3 accrues interest at the EURO
six-month EURIBOR rate plus 3.5%. The first installments under
sub-phases 1, 2 and 3 were to become due no later than October 1,
2001, November 24, 2001 and January 30, 2002, respectively. Principal
repayments for each sub-phase are to be made in six equal and con-
secutive semi-annual installments. Interest in respect of the liability for
each sub-phase should be repaid on the same dates in the full amount
accrued as of the respective date. As of December 31, 2002, all the
equipment was delivered under the sixth phase.

On December 20, 2000, KBI and Alcatel signed an annex for the sev-
enth phase of the purchase and installation of mobile telecommunica-
tions GSM network equipment for the amount of EURO 8,000 thou-
sand (US$7,277). On December 26, 2000, KBI and Alcatel signed the
deferred payment agreement for the seventh phase. This agreement
provides for the deferral of payment of the amount of EURO 6,800
thousand in respect of future deliveries of equipment under the seventh
phase. The liability accrues interest at the EURO six-month EURI-
BOR rate plus 3.5%. Principal repayments are to be made in six equal
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and consecutive semi-annual installments. The first installment was to
become due six months after the acceptance of the related equipment,
but no later than February 15, 2002. Interest should be repaid on the
same dates in the full amount accrued as of the respective date. On
August 17, 2002, KBI and Alcatel agreed to accelerate the repayment.
As of December 31, 2002, all the equipment was delivered under the
seventh phase and all the principal and accrued interest were repaid. 

On February 16, 2001, KBI and Alcatel signed an annex for the eighth
phase of the purchase and installation of mobile telecommunications
GSM network equipment for the amount of EURO 8,769 thousand
(US$9,120 at exchange rate as of December 31, 2002). On February 16,
2001, KBI and Alcatel signed the deferred payment agreement in
respect of future deliveries of equipment under the eighth phase. The
eighth phase is divided in three sub-phases with the following amounts
of deferred payments: sub-phase 1 in the amount of EURO 553 thou-
sand (US$575 at exchange rate as of December 31, 2002), sub-phase 2
in the amount of EURO 1,147 thousand (US$1,193 at exchange rate as
of December 31, 2002) and sub-phase 3 in the amount of EURO 5,754
thousand (US$5,984 at exchange rate as of December 31, 2002). The
liability for all the three sub-phases will accrue interest at the EURO
six-month EURIBOR rate plus 3.5%. Principal repayments for each
sub-phase are to be made in six equal and consecutive semi-annual
installments. The first installment for each sub-phase was to become
due six months after the acceptance of the related equipment, but no
later than February 15, April 15 and April 30, 2002 for sub-phases 1, 2
and 3, respectively. Interest in respect of the liability for each sub-phase
should be repaid on the same dates in the full amount accrued as of the
respective date. As of December 31, 2002, all the equipment was deliv-
ered under the equipment financing terms of the eighth phase.

On May 9, 2001, KBI and Alcatel signed an annex for the ninth phase
of the purchase and installation of mobile telecommunications GSM
network equipment for the amount of EURO 8,500 thousand
(US$8,840 at exchange rate as of December 31, 2002). On May 9,
2001, KBI and Alcatel signed the deferred payment agreement in
respect of future deliveries of equipment under the ninth phase. The
ninth phase is divided in two sub-phases with the following amounts of
deferred payments: sub-phase 1 in the amount of EURO 5,525 thou-
sand (US$5,746 at exchange rate as of December 31, 2002) and sub-
phase 2 in the amount of EURO 1,700 thousand (US$1,768 at
exchange rate as of December 31, 2002). The liability for sub-phases 1
and 2 accrues interest at the EURO six-month EURIBOR rate plus
3.5%. Principal repayments for each sub-phase are to be made in six
equal and consecutive semi-annual installments. The first installment
for each sub-phase was to become due six months after the acceptance
of the related equipment, but no later than June 14 and June 15, 2002
for sub-phases 1 and 2, respectively. Interest in respect of the liability
for each sub-phase should be repaid on the same dates in the full
amount accrued as of the respective date. As of December 31, 2002, all
the equipment was delivered under the ninth phase.

On June 22, 2001, KBI and Alcatel signed an annex for the tenth
phase of the purchase and installation of mobile telecommunications
GSM network equipment for the amount of EURO 8,570 thousand
(US$8,913 at exchange rate as of December 31, 2002). On June 22,
2001, KBI and Alcatel signed the deferred payment agreement in

respect of future deliveries of equipment under the tenth phase. This
agreement provides for the deferral of payment of the amount of
EURO 7,284 thousand (US$7,575 at exchange rate as of December
31, 2002) in respect of future deliveries of equipment under the tenth
phase. This agreement was amended on October 29, 2001. The
amount of deferred payments is divided in sub-phases 1 and 2 in the
amounts of EURO 6,946 thousand (US$7,224 at exchange rate as of
December 31, 2002) and EURO 339 thousand (US$353 at exchange
rate as of December 31, 2002), respectively. The liability for sub-
phases 1 and 2 accrues interest at the EURO six-month EURIBOR
rate plus 3.5%. Principal repayments are to be made in six equal and
consecutive semi-annual installments. The first installments under
sub-phases 1 and 2 were to become due six months after the accept-
ance of the related equipment, but no later than June 15 and July 1,
2002, respectively. Interest in respect of the liability for each sub-
phase should be repaid on the same dates in the full amount accrued
as of the respective date. As of December 31, 2002, all the equipment
was delivered under the tenth phase.

On July 20, 2001, KBI and Alcatel signed an annex for the eleventh
phase of the purchase and installation of mobile telecommunications
GSM network equipment for the amount of EURO 8,500 thousand
(US$7,698). On July 20, 2001, KBI and Alcatel signed the deferred
payment agreement in respect of future deliveries of equipment under
the eleventh phase. This agreement provides for the deferral of pay-
ment of the amount of EURO 7,225 thousand in respect of future
deliveries of equipment under the eleventh phase. The liability accrues
interest at the EURO six-month EURIBOR rate plus 3.5%. Principal
repayments are to be made in six equal and consecutive semi-annual
installments. The first installment was to become due six months after
the acceptance of the related equipment, but no later than July 15,
2002. Interest should be repaid on the same dates in the full amount
accrued as of the respective date. On August 17, 2002, KBI and Alcatel
agreed to accelerate the repayment. As of December 31, 2002, all the
equipment was delivered under the eleventh phase and all the principal
and accrued interest were repaid.

On November 5, 2001, KBI and Alcatel signed an annex for the thir-
teenth phase of the purchase and installation of mobile telecommuni-
cations GSM network equipment for the amount of EURO 9,300
thousand (US$9,672 at exchange rate as of December 31, 2002). On
November 5, 2001, KBI and Alcatel signed the deferred payment
agreement in respect of future deliveries of equipment under the thir-
teenth phase. This agreement provides for the deferral of payment of
the amount of EURO 7,905 thousand (US$8,221 at exchange rate as
of December 31, 2002) in respect of future deliveries of equipment
under the thirteenth phase. The liability accrues interest at the EURO
six-month EURIBOR rate plus 3.5%. Principal repayments are to be
made in six equal and consecutive semi-annual installments. The first
installment was to become due six months after the acceptance of the
related equipment, but no later than August 25, 2002. Interest should
be repaid on the same dates in the full amount accrued as of the
respective date. As of December 31, 2002, all the equipment was deliv-
ered under the thirteenth phase.

On November 12, 2001, KBI and Alcatel signed an annex for the four-
teenth phase of the purchase and installation of mobile telecommuni-
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cations GSM network equipment for the amount of EURO 9,300
thousand (US$9,672 at exchange rate as of December 31, 2002). On
November 12, 2001, KBI and Alcatel signed the deferred payment
agreement in respect of future deliveries of equipment under the four-
teenth phase. This agreement provides for the deferral of payment of
the amount of EURO 7,905 thousand (US$8,221 at exchange rate as
of December 31, 2002) in respect of future deliveries of equipment
under the fourteenth phase. The liability accrues interest at the EURO
six-month EURIBOR rate plus 3.5%. Principal repayments are to be
made in six equal and consecutive semi-annual installments. The first
installment was to become due six months after the acceptance of the
related equipment, but no later than August 30, 2002. Interest should
be repaid on the same dates in the full amount accrued as of the
respective date. As of December 31, 2002, all the equipment was deliv-
ered under the fourteenth phase.

On January 8, 2002, KBI and Alcatel signed an annex for the fifteenth
phase of the purchase and installation of mobile telecommunications
GSM network equipment for the amount of EURO 14,190 thousand
(US$14,758 at exchange rate as of December 31, 2002). On January 8,
2002, KBI and Alcatel signed the deferred payment agreement in
respect of future deliveries of equipment under the fifteenth phase.
This agreement provides for the deferral of payment of the amount of
EURO 12,061 thousand (US$12,543 at exchange rate as of December
31, 2002) in respect of future deliveries of equipment under the fif-
teenth phase. The liability accrues interest at the EURO six-month
EURIBOR rate plus 2.9%. Principal repayments are to be made in six
equal and consecutive semi-annual installments. The first installment
was to become due six months after the acceptance of the related
equipment, but no later than October 31, 2002. Interest should be
repaid on the same dates in the full amount accrued as of the respec-
tive date. As of December 31, 2002, all the equipment was delivered
under the fifteenth phase.

On January 8, 2002, KBI and Alcatel signed an annex for the sixteenth
phase of the purchase and installation of mobile telecommunications
GSM network equipment for the amount of EURO 15,040 thousand
(US$15,642 at exchange rate as of December 31, 2002). On January 8,
2002, KBI and Alcatel signed the deferred payment agreement in
respect of future deliveries of equipment under the sixteenth phase. This
agreement provides for the deferral of payment of the amount of EURO
12,784 thousand (US$13,295 at exchange rate as of December 31, 2002)
in respect of future deliveries of equipment under the sixteenth phase.
The liability accrues interest at the EURO six-month EURIBOR rate
plus 2.9 %. Principal repayments are to be made in six equal and con-
secutive semi-annual installments. The first installment becomes due six
months after the acceptance of the related equipment, but no later than
January 10, 2003. Interest should be repaid on the same dates in the full
amount accrued as of the respective date. As of December 31, 2002, all
the equipment was delivered under the sixteenth phase.

On March 27, 2002, KBI and Alcatel signed an annex for the seven-
teenth phase of the purchase and installation of mobile telecommuni-
cations GSM network equipment for the amount of EURO 14,376
thousand (US$14,951 at exchange rate as of December 31, 2002). On
March 27, 2002, KBI and Alcatel signed the deferred payment agree-
ment in respect of future deliveries of equipment under the seven-

teenth phase. This agreement provides for the deferral of payment of
the amount of EURO 12,220 thousand (US$12,709 at exchange rate
as of December 31, 2002) in respect of future deliveries of equipment
under the seventeenth phase. The liability accrues interest at the
EURO six-month EURIBOR rate plus 2.9 %. Principal repayments
are to be made in six equal and consecutive semi-annual installments.
The first installment becomes due six months after the acceptance of
the related equipment, but no later than June 10, 2003. Interest should
be repaid on the same dates in the full amount accrued as of the
respective date. As of December 31, 2002, all the equipment was deliv-
ered under the seventeenth phase.

On April 17, 2002, KBI and Alcatel signed an annex for the eighteenth
phase of the purchase and installation of mobile telecommunications
GSM network equipment for the amount of EURO 11,646 thousand
(US$12,112 at exchange rate as of December 31, 2002). On April 17,
2002, KBI and Alcatel signed the deferred payment agreement in
respect of future deliveries of equipment under the eighteenth phase.
The eighteenth phase is divided in three sub-phases with the following
amounts of deferred payments: sub-phase 1 in the amount of EURO
5,693 thousand (US$5,921 at exchange rate as of December 31, 2002),
sub-phase 2 in the amount of EURO 2,208 thousand (US$2,296 at
exchange rate as of December 31, 2002) and sub-phase 3 in the
amount of EURO 1,998 thousand (US$2,078 at exchange rate as of
December 31, 2002). The liability for sub-phases 1, 2 and 3 accrues
interest at the EURO six-month EURIBOR rate plus 2.9%. The first
installment for each sub-phase becomes due no later than June 15,
2003, May 1, 2003 and August 1, 2003, respectively. Principal repay-
ments for each sub-phase are to be made in six equal and consecutive
semi-annual installments. Interest in respect of the liability for each
sub-phase should be repaid on the same dates in the full amount
accrued as of the respective date. As of December 31, 2002, all the
equipment was delivered under the eighteenth phase.

On July 11, 2002, KBI and Alcatel signed an annex for the nineteenth
phase of the purchase and installation of mobile telecommunications
GSM network equipment for the amount of EURO 12,000 thousand
(US$12,480 at exchange rate as of December 31, 2002). On July 11,
2002, KBI and Alcatel signed the deferred payment agreement in respect
of future deliveries of equipment under the nineteenth phase. This agree-
ment provides for the deferral of payment of the amount of EURO
10,200 thousand (US$10,608 at exchange rate as of December 31, 2002)
in respect of future deliveries of equipment under the nineteenth phase.
The liability will accrue interest at the EURO six-month EURIBOR rate
plus 2.9 %. Principal repayments are to be made in six equal and consec-
utive semi-annual installments. The first installment becomes due six
months after the acceptance of the related equipment, but no later than
August 28, 2003. Interest should be repaid on the same dates in the full
amount accrued as of the respective date. As of December 31, 2002, all
the equipment was delivered under the nineteenth phase.

On August 27, 2002, KBI and Alcatel signed an annex for the twenti-
eth phase of the purchase and installation of mobile telecommunica-
tions GSM network equipment for the amount of EURO 12,000 thou-
sand (US$12,480 at exchange rate as of December 31, 2002). On
August 27, 2002, KBI and Alcatel signed the deferred payment agree-
ment in respect of future deliveries of equipment under the twentieth
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phase. This agreement provides for the deferral of payment of the
amount of EURO 10,200 thousand (US$10,608 at exchange rate as of
December 31, 2002) in respect of future deliveries of equipment under
the twentieth phase. The liability accrues interest at the EURO six-
month EURIBOR rate plus 2.9 %. Principal repayments are to be
made in six equal and consecutive semi-annual installments. The first
installment becomes due six months after the acceptance of the relat-
ed equipment, but no later than November 27, 2003. Interest should be
repaid on the same dates in the full amount accrued as of the respec-
tive date. As of December 31, 2002, all the equipment was delivered
under the twentieth phase.

No deferral of payment under the twelve, twenty first, twenty second
and twenty third phases was agreed between KBI and Alcatel.

In 2002, 2001 and 2000, interest of US$7,268, US$8,013 and
US$8,117, respectively, was accrued under all agreements between
KBI and Alcatel.

VimpelCom made all payments to Alcatel in respect of principal and
accrued interest amounts in accordance with the above-mentioned
agreements.

As of December 31, 2002, telecommunications equipment received
from Alcatel with the carrying amount of US$96,608 was pledged as
collateral to secure the liability to Alcatel.

VimpelCom irrevocably, fully and unconditionally guaranteed KBI’s
obligations under equipment financing agreements with Alcatel for the
total amount of US$119,300.

Agreements between VimpelCom-Region and Alcatel
On August 31, 2001, VimpelCom-Region and Alcatel signed a frame
contract for the supply of switching, radio and other telecommunica-
tions equipment (the “Frame Contract”) and Indent 1 to the Frame
Contract (Indent 1) for the amount of EURO 9,344 thousand
(US$9,718 at exchange rate as of December 31, 2002). 

On September 21, 2001, VimpelCom-Region and Alcatel signed an
agreement for the deferral of payment of the amount of EURO 9,344
thousand (US$9,718 at exchange rate as of December 31, 2002) in
respect of future deliveries of equipment under Indent 1. The liability
accrued interest at the EURO three-month EURIBOR rate plus 2%.
The initial payment date under Indent 1 was February 28, 2002, extend-
ed until August 31, 2002. The first interest payment was to be made 30
days after the delivery of the last consignment of the equipment, but no
later than December 31, 2001. In addition, interest payments were to be
made on February 28, May 31, and August 31, 2002. Interest was to be
repaid in the full amount accrued as of the respective date. 

On December 20, 2002, VimpelCom-Region and Alcatel agreed to
change the terms under Indent 1. Interest rate was changed to the
EURO six-month EURIBOR rate plus 2.9%. Principal repayments are
to be made in six equal and consecutive semi-annual installments. The
first installment is to be made on June 27, 2003. Interest should be repaid
on the same dates in the full amount accrued as of the respective date. As
of December 31, 2002, all the equipment was delivered under Indent 1.

On September 21, 2001, VimpelCom-Region and Alcatel signed
Indent 2 to the Frame Contract (“Indent 2”) for the amount of EURO
9,000 thousand (US$9,360 at exchange rate as of December 31, 2002).
On September 21, 2001, VimpelCom-Region and Alcatel signed an
agreement for the deferral of payment of the amount of EURO 9,000
thousand (US$9,360 at exchange rate as of December 31, 2002) in
respect of future deliveries of equipment under Indent 2. The liability
accrued interest at the EURO three-month EURIBOR rate plus 2%.
Initial principal repayment date was March 21, 2002, extended until
September 21, 2002. The first interest payment was to be made 30 days
after the delivery of the last consignment of the equipment, but no later
than January 21, 2002. In addition, interest payments were to be made
on March 21, June 21, and September 21, 2002. Interest was to be
repaid in the full amount accrued as of the respective date. 

On December 20, 2002, VimpelCom-Region and Alcatel agreed to
change the terms under Indent 2. Interest rate was changed to the
EURO six-month EURIBOR rate plus 2.9%. Principal repayments
are to be made in six equal and consecutive semi-annual install-
ments. The first installment is to be made on June 27, 2003. Interest
should be repaid on the same dates in the full amount accrued as of
the respective date. As of December 31, 2002, all the equipment was
delivered under Indent 2.

On September 16, 2002, VimpelCom-Region and Alcatel signed
Indent 3 to the Frame Contract (“Indent 3”) for the amount of
EURO 9,500 thousand (US$9,880 at exchange rate as of December
31, 2002). On September 16, 2002, VimpelCom-Region and Alcatel
signed an agreement for the deferral of payment of the amount of
EURO 8,075 thousand (US$8,398 at exchange rate as of December
31, 2002) in respect of future deliveries of equipment under Indent 3.
The liability will accrue interest at the EURO three-month EURI-
BOR rate plus 5%. Principal repayment is to be made when
VimpelCom-Region enters in certain financing arrangements, but no
later than June 25, 2003. The first interest payment shall be made on
March 25, 2003. The second interest payment shall be made together
with the principal repayment. Interest should be repaid in the full
amount accrued as of respective date. As of December 31, 2002, the
equipment in the amount of EURO 9,500 thousand was delivered
under Indent 3.

On October 31, 2002, VimpelCom-Region and Alcatel signed Indent
5 to the Frame Contract (“Indent 5”) for the amount of US$6,423. On
October 31, 2002, VimpelCom-Region and Alcatel signed an agree-
ment for the deferral of payment of the amount of US$5,460 in respect
of future deliveries of equipment under Indent 5. The liability will
accrue interest at the US dollar three-month LIBOR rate plus 5%.
Principal repayment is to be made when VimpelCom-Region enters in
certain financing arrangements, but no later than June 25, 2003. The
first interest payment shall be made on March 25, 2003. The second
interest payment shall be made together with the principal repayment.
Interest should be repaid in the full amount accrued as of respective
date. As of December 31, 2002, the equipment in the amount of
EURO 1,106 thousand was delivered under Indent 5.

No deferral of payment under Indent 4 was agreed between
VimpelCom-Region and Alcatel.
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In 2002, 2001 and 2000, interest of US$952, US$9 and US$0, respec-
tively, was accrued under all agreements between VimpelCom-Region
and Alcatel.

VimpelCom-Region made all payments to Alcatel in respect of princi-
pal and accrued interest amounts in accordance with the above-men-
tioned agreements. 

As of December 31, 2002, telecommunications equipment received
from Alcatel with the carrying amount of US$38,029 was pledged as
collateral to secure the liability to Alcatel.

VimpelCom irrevocably, fully and unconditionally guaranteed
VimpelCom-Region’s obligations under equipment financing agree-
ments with Alcatel for the total amount of EURO 13,800 thousand
(US$14,352 at exchange rate as of December 31, 2002).

Agreements between VimpelCom-Region and Ericsson
On September 28, 2001, VimpelCom-Region and Ericsson signed a
contract for delivery of GSM equipment (the “Supply Contract”) and
a purchase order under the Supply Contract for US$16,600. Under the
contract, overdue amounts accrue interest at the US dollar LIBOR
rate plus 3.5%. All the equipment under the Supply Contract was
delivered before December 31, 2002. 

On December 3, 2001, VimpelCom-Region and Ericsson Credit AB
signed a credit agreement on the financing of the delivery of equip-
ment under the Supply Contract in the amount of US$16,600 (the
“Credit Agreement”). VimpelCom-Region obtained financing under
the Credit Agreement in January and February 2002, and used the
proceeds to repay its obligation to Ericsson under the Supply
Contract. The liability under the Credit Agreement accrued interest
at the US dollar LIBOR rate plus 2% and was repaid before
December 31, 2002.

On January 9, February 5, July 15 and September 19, 2002,
VimpelCom-Region and Ericsson Radio Systems AB (“Ericsson”)
signed four purchase orders under the Supply Contract for US$2,979,
US$27,316, US$519 and US$7,698. 

On August 21, 2002, VimpelCom-Region and Ericsson Credit AB
signed second tranche under the Credit Agreement on the financing of
the delivery of equipment under the Supply Contract in the amount of
US$70,000. The amount of the financing was subsequently reduced to
US$45,642. VimpelCom-Region obtained financing under the Credit
Agreement in 2002, and used the proceeds to repay its obligation to
Ericsson under the Supply Contract. Initially the liability under the
Credit Agreement accrued interest at the US dollar LIBOR rate plus
2% and was payable on December 20, 2002. On December 20, 2002
Ericsson extended the payment date until June 20, 2003 and interest
rate was changed to US dollar LIBOR rate plus 5%.

On December 20, 2002, VimpelCom-Region and Ericsson signed
a purchase order under the Supply Contract for US$10,500.
There were no supplies under this Purchase Order before
December 31, 2002.

On December 3, 2001, VimpelCom-Region and Ericsson Credit AB
signed a pledge agreement. Under the pledge agreement, all the equip-
ment received under the Supply Contract was pledged as security for
obligations under the Credit Agreement. As of December 31, 2002, the
carrying amount of the pledged equipment was US$51,407.

In 2002, 2001 and 2000, interest of US$1,596, US$67 and US$0,
respectively, was accrued under all agreements between VimpelCom-
Region and Ericsson.

VimpelCom-Region made all payments to Ericsson in respect of prin-
cipal and accrued interest amounts in accordance with the above-
mentioned agreements. 

Agreements between VimpelCom-Region and Technoserve
On May 16, 2002, VimpelCom-Region and LLC Technoserve A/S
(“Technoserve”) signed an agreement for delivery of GSM equipment
for EURO 22,000 thousand (US$22,880 at exchange rate as of
December 31, 2002). This agreement provides for the deferral of pay-
ment of the amount of EURO 18,700 thousand (US$19,448 at
exchange rate as of December 31, 2002) in respect of the future deliv-
eries of equipment. The liability will accrue interest at a rate of 10%
per annum. The accrual of interest will start 91 day after the advance
payment or after the last consignment of the equipment, whatever is
later. Principal repayments are to be made in twelve equal and consec-
utive quarterly installments. The first installment becomes due three
months after the delivery of the last consignment of the equipment. 

Agreements between VimpelCom and Technoserve 
On April 25, 2002, VimpelCom and Technoserve signed an agreement
for delivery of GSM equipment for EURO 6,000 thousand (US$6,240
at exchange rate as of December 31, 2002). This agreement provides
for the deferral of payment of the amount of EURO 5,100 thousand
(US$5,304 at exchange rate as of December 31, 2002) in respect of the
future deliveries of equipment. 

The liability will accrue interest at a rate of 10% per annum. The
accrual of interest will start 91 day after the advance payment or after
the last consignment of the equipment, whatever is later. Principal
repayments are to be made in twelve equal and consecutive quarterly
installments. The first installment becomes due three months after the
delivery of the last consignment of the equipment. 

Agreements between VimpelCom and DataCom
On August 28, 2002, VimpelCom and Limited Liability Company
General DataCom (“DataCom”) signed an agreement for delivery of
telecommunications equipment for US$15,000. This agreement pro-
vides for the deferral of payment of the amount of US$12,750 in
respect of the future deliveries of equipment. 

The liability will accrue interest at the US dollar six-month LIBOR
rate plus 2%. The accrual of interest will start after the delivery of the
last consignment of the equipment. Principal repayments are to be
made in twelve equal and consecutive quarterly installments. The first
installment becomes due three months after the delivery of the last
consignment of the equipment. 
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2003 US$ 176,268
2004 70,283
2005 374,313
2006 16,721
2007 12,995

US$ 650,580

Future payments under bank loans, senior convertible notes and supplier credit facilities are as follows:

15. Capital Lease Obligations

As of December 31, 2002, Cellular Company had obligations under lease
agreements with Motorola of US$3,196. Equipment under the lease
agreements was received by Cellular Company before it was acquired by
VimpelCom-Region (Note 4). Under the lease agreements, the owner-
ship of the leased assets is to be transferred to Cellular Company after the
end of the lease term and execution of all lease payments. Equipment
received under these agreements was accounted for as capital leases. 

As of December 31, 2002, Bee-Line Samara had obligations under lease
agreements with Sberbankinveststroy of US$1,571. Equipment under the
lease agreements was received by Bee-Line Samara before it was acquired
by VimpelCom (Note 4). Under the lease agreements, the ownership of
the leased assets is to be transferred to Bee-Line Samara after the end of
the lease term and execution of all lease payments. Equipment received
under these agreements was accounted for as capital leases. 

16. Shareholders’ Equity

In 1996, VimpelCom issued 6,426,600 shares of preferred stock. As of
December 31, 2002, all of the shares of preferred stock were owned by
Eco Telecom. Each share of preferred stock entitles its holder to one
vote, to receive a fixed dividend of .001 ruble per share per year, and
to receive a fixed liquidation value of .005 rubles per share in the event
of VimpelCom’s liquidation, to the extent there are sufficient funds
available. As of December 31, 2002, this liquidation preference
amounted to approximately US$2.2 at the official year-end exchange
rate. Each share of preferred stock is convertible into one share of
common stock at any time after June 30, 2016 at the election of the
holder upon payment to VimpelCom of a conversion premium equal
to 100% of the market value of one share of common stock at the time
of conversion. If Eco Telecom defaults on its capital contributions to
VimpelCom-Region under the agreements dated May 30, 2001 (Note
1), VimpelCom has the right to purchase, and Eco Telecom has the

Amounts outstanding in connection with VimpelCom’s equipment financing obligation consisted of the following at December 31:

2002 2001

Alcatel (agreements with KBI):
Supplier credit facilities US$ 119,315 US$ 90,855
Accrued interest 2,343 1,624
Alcatel (agreements with VimpelCom-Region):
Supplier credit facilities 23,877 15,334
Accrued interest 58 9
Ericsson (agreements with VimpelCom-Region):
Supplier credit facilities 45,486 16,600
Accrued interest 74 64
Technoserve A/S (agreements with VimpelCom-Region)
Supplier credit facilities 10,981 –
Accrued interest 12 –
Technoserve A/S (agreements with VimpelCom)
Supplier credit facilities 4,002 –
Accrued interest 4 –
DataCom (agreements with VimpelCom)
Supplier credit facilities 6,257 –
Accrued interest – –
Other 3,633 –

216,042 124,486

Less current portion (134,617) (68,290)

Total long-term equipment financing US$ 81,425 US$ 56,196
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obligation to sell, all or a portion of the preferred stock at a purchase
price of .01 rubles per share. Pursuant to contractual arrangements
with VimpelCom, all shares of preferred stock are subject to transfer
restrictions until the fulfillment of the agreements dated May 30, 2001
(Note 1).

On December 1, 1998, VimpelCom and Telenor signed a Share
Purchase Agreement under which Telenor agreed to acquire 8,902,201
newly-issued shares of VimpelCom’s common stock for US$162,000,
or US$18.19 per share (US$13.64 per ADS equivalent), plus interest at
a rate of 4.25% per annum on unpaid amounts accruing from the date
of VimpelCom shareholders’ approval on January 29, 1999. Telenor
made all required payments in accordance with the Share Purchase
Agreement. The last payment of US$22,741 was made on January 5,
2000, which entitled Telenor to additional voting rights and other
rights of a shareholder in respect of 1,202,201 shares. 

Under the agreement dated December 1, 1998, prior to the occurrence
of certain transactions, VimpelCom had the right to purchase from
Telenor a part of the shares previously issued to Telenor. The number of
shares that could be purchased was limited by a condition that Telenor’s
share in VimpelCom’s total outstanding voting capital stock should not
become less than 25% plus one share after the call option is exercised.
In December 2000, VimpelCom purchased 250,000 shares of common
stock for US$4,993 from Telenor under its call option to provide for
shares to support grants under VimpelCom’s stock option plan (see
Note 23). These shares were held by VC ESOP N.V., a consolidated
subsidiary of VimpelCom, (202,351 shares and 250,000 shares as of
December 31, 2002 and 2001, respectively) and were treated as treasury
shares in the accompanying consolidated financial statements.

On June 26, 2000, VimpelCom purchased 103,239 shares of its com-
mon stock for US$5,524.

On July 28, 2000, VimpelCom completed the offering of 3,643,675
shares (4,858,233 ADSs) of its common stock registered with the SEC,
which included 3,118,675 newly issued shares (4,158,233 ADSs) rais-
ing US$79,372 (net of cost of issuance of US$8,177), 421,761 shares
(562,348 ADSs) purchased from a former executive officer of
VimpelCom at the gross offering price and 103,239 shares of treasury
stock (137,652 ADSs). The amount of US$2,666 representing the
excess of the cost of acquisition of the treasury stock over the proceeds
from the sales of treasury stock was deducted from retained earnings in
the accompanying consolidated financial statements. In a transaction
exempt from registration under Securities Act of 1933, as amended,
consummated concurrently with the offering, Telenor purchased
2,400,532 ADSs at the public offering price.

On June 23, 2000, VimpelCom entered into a US$50,000 working cap-
ital bridge facility with Telenor and made drawings for the full amount
of the facility. The interest rate on the facility was six-month US dollar
LIBOR rate plus 3% per annum, and structuring and facility fees
amounted to US$800. VimpelCom was required to repay the facility in
full prior to the closing of the offering of its equity securities, and
Telenor was required to use the funds received from such repayment to
purchase VimpelCom’s equity securities at the public offering price in
transactions that were exempt from registration. The total amount of

borrowings plus accrued interest of US$320 and structuring and facil-
ity fees of US$800 was repaid to Telenor on July 28, 2000. Accordingly,
structuring and facility fees of US$800 were included in the cost of
issuance of common stock.

As of December 31, 2002 and 2001, 2,080,926 shares (2,774,568
ADSs) of VimpelCom’s common stock issued on July 28, 2000 were
held by VC Limited, a consolidated affiliate of VimpelCom. These
shares were treated as treasury shares in the accompanying consolidat-
ed financial statements.

VC Limited is a special purpose entity formed under the laws of the
British Virgin Islands for the purpose of holding the ADSs that are
intended to be used to satisfy the conversion obligations under the
convertible notes (Note 13). VimpelCom does not own directly or
indirectly any shares of VC Limited. However, VimpelCom controls
VC Limited pursuant to an agreement between VimpelCom and the
sole shareholder of VC Limited by which VimpelCom has an irrevo-
cable proxy to vote the shares of VC Limited for all purposes. In addi-
tion, VimpelCom Finance B.V., a wholly-owned subsidiary of
VimpelCom, has a call option on the shares of VC Limited exercisable
after redemption or conversion of all outstanding convertible notes.
As of December 31, 2002 and 2001, the assets of VC Limited primari-
ly consisted of shares of VimpelCom’s common stock with the cost of
US$57,600 and US$57,600, respectively. The liabilities of VC Limited
primarily consisted of a loan due to VimpelCom B.V., a subsidiary of
VimpelCom Finance B.V., in the amount of US$62,001 and
US$58,842 as of December 31, 2002 and 2001, respectively. There
were no other material assets and liabilities in the financial statements
of VC Limited as of December 31, 2002 and 2001. Expenses of VC
Limited for the years ended December 31, 2002, 2001 and 2000 pri-
marily consisted of interest expense on the loan due to VimpelCom
B.V. in the amount of US$3,159, US$2,807 and US$1,228, respec-
tively. VC Limited had no other material revenues or expenses for each
of the three years in the period ended December 31, 2002.
VimpelCom believes that it has no material exposure to loss as a result
of its involvement with VC Limited.

On October 8, 2001, VimpelCom purchased 3,744 shares of its com-
mon stock for US$75. On November 5, 2001, all of these shares were
sold to Telenor for US$75.

On November 5, 2001, VimpelCom issued 5,150,000 shares of com-
mon stock (6,866,667 ADS) to Eco Telecom, raising US$92,197 (net
of cost of issuance of US$10,803).

In 2002, VimpelCom sold 47,649 shares of its common stock for
US$1,917. The excess of the proceeds over the cost of treasury shares
sold in the amount of US$965 was allocated to additional paid-in cap-
ital in the accompanying consolidated financial statements. 

Each outstanding share of VimpelCom’s common stock entitles its
holder to participate in shareholders meetings, to receive dividends in
such amounts as have been validly determined by the board of directors
or the shareholders, and in the event of VimpelCom’s liquidation, to
receive part of VimpelCom’s assets to the extent there are sufficient
funds available.
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In accordance with Russian legislation, VimpelCom can distribute
all profits as dividends or transfer them to reserves. Dividends may
only be declared from accumulated undistributed and unreserved
earnings as shown in the Russian statutory financial statements, not
out of amounts previously transferred to reserves. Dividends to
shareholders – residents of Russia are subject to a 6% withholding
tax. Dividends to other shareholders are subject to a 15% withhold-
ing tax which may be reduced or eliminated by double tax treaties.
Transfers to reserves have been insignificant through December 31,
2002. As of December 31, 2002, VimpelCom’s retained earnings dis-
tributable under Russian legislation were US$36,045 at the official
year-end exchange rate. 

As of December 31, 2002, the amount of consolidated retained
earnings of VimpelCom represented by undistributed earnings of
companies which are accounted for using the equity method was
US$1,367.

17. VimpelCom-Region

Under the agreements on investments in VimpelCom-Region, dated
May 2001, by and among VimpelCom, VimpelCom-Region, Eco
Telecom and Telenor, VimpelCom contributed US$103,000 as equi-
ty to VimpelCom-Region (Note 1). In addition, Eco Telecom was to
invest a total of US$117,000 of equity directly into VimpelCom-
Region in two equal tranches, in November 2002 and November
2003. Telenor and VimpelCom had options, either collectively or
individually, to invest up to an aggregate of US$117,000 directly in
VimpelCom-Region simultaneously with each of Eco Telecom’s
contributions. 

On December 3, 2001, VimpelCom-Region sold to Eco Telecom
1,323 newly issued shares of convertible voting preferred stock of
VimpelCom-Region for a purchase price of approximately US$0.4.
Each share of preferred stock entitles its holder to one vote, to receive
a fixed dividend of .01 ruble per share per year, and to receive a fixed
liquidation value of 20 rubles per share in the event of VimpelCom-
Region’s liquidation, to the extent there are sufficient funds available.
As of December 31, 2002, this liquidation preference amounted to
approximately US$0.8 at the official year end exchange rate. Each
share of preferred stock is convertible into one share of common stock,
but no later than April 1, 2050, upon an official registration of com-
mon stock issue. There is no premium payable on conversion. In
accordance with the agreements on investments in VimpelCom-
Region, dated May 30, 2001, the shares of preferred stock should be
re-distributed between Eco Telecom, VimpelCom and Telenor upon
equity contributions to VimpelCom-Region in order to maintain cer-
tain percentage of the parties in the voting capital stock of
VimpelCom-Region. Upon the fulfillment of the agreements dated
May 30, 2001, the shares of preferred stock shall be converted into
common stock.

In addition, on December 3, 2001, VimpelCom sold to Eco Telecom
one share of common stock of VimpelCom-Region for a purchase
price of US$40.

On May 15, 2002, the annual shareholders’ meeting of VimpelCom
approved the following changes to the agreements on investments in
VimpelCom-Region, dated May 30, 2001. 

VimpelCom converted its options to purchase newly issued shares of
VimpelCom-Region into an obligation and accelerated this obligation
to November 2002, and Telenor accelerated its corresponding options
to November 2002, in each case, subject to extension in certain
instances. Eco Telecom’s investments in VimpelCom-Region were
scheduled as required under the original agreements dated May 30,
2001: US$58,480 in November 2002 and US$58,520 in November
2003, with each date subject to extension in certain cases, unless Eco
Telecom chooses to accelerate all or a portion of its third tranche
investment. 

VimpelCom committed to provide VimpelCom-Region with a combi-
nation of secured loans, guarantees and leases of equipment and other
assets with a total value of up to US$92,000, and with unsecured cred-
its of up to US$30,000, with terms up to six years.

To the extent that external financing is not obtained by February 2005
in an amount necessary to meet VimpelCom-Region’s five-year fund-
ing plan, VimpelCom-Region will give each of its shareholders the
right to contribute to its capital the amount of cash necessary to make
up the funding shortfall on a pro rata basis. If any shareholder does not
exercise its right to make such capital contribution in full, the other
shareholders which fully contribute their pro rata amount will have the
right to contribute all or a portion of such non-contributing share-
holder’s capital contribution on a pro rata basis. The shareholders of
VimpelCom-Region further agreed to vote in favor of, and take all
actions necessary to effect the issuance of VimpelCom-Region ordi-
nary shares in connection with such capital contribution; provided that
such obligation will not be applicable if the aggregate amount of the
additional funds raised by VimpelCom-Region (excluding the capital
increases in connection with the second and third closings in
November 2002 and November 2003, respectively) exceeds
US$300,000.

VimpelCom-Region’s Board of Directors was disbanded as part of the
unified management structure of VimpelCom and VimpelCom-
Region.

On November 12, 2002, VimpelCom, Eco Telecom and Telenor each
purchased 1,462 newly issued shares of VimpelCom-Region’s com-
mon stock for US$58,480. Simultaneously, Eco Telecom sold 231 and
860 shares of VimpelCom-Region’s preferred stock to Telenor and
VimpelCom, respectively, at a price of 20 rubles per share. The closing
represents the second tranche of equity investments into VimpelCom-
Region in accordance with the agreement dated May 30, 2001, as
amended. Following the completion of this investment tranche,
VimpelCom's interest in VimpelCom-Region became 64.99%. 

As of December 31, 2002, issued and outstanding common stock of
VimpelCom-Region comprised 8,355 shares.

Capital contributions of Eco Telecom and Telenor in VimpelCom-
Region exceeded 35.01% of net assets of VimpelCom-Region after the



2002 2001 2000

Income tax expense (benefit) computed on income
before taxes at statutory tax rate US$ 42,647 US$ 23,046 US$ (27,630)

Effect of investment incentive deductions – (16,460) (1,472)
Effect of non-deductible expenses 
and other permanent differences 6,528 16,460 13,152
Effect of deductible temporary differences not recognized 
as measured by the change in valuation allowance 764 1,289 (1,052)
Effect of changes in tax rate – (5,796) 2,659

Income tax expense (benefit) reported 
in accompanying consolidated financial statements US$ 49,939 US$ 18,539 US$ (14,343)
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Income tax expense (benefit) consisted of the following for the years ended December 31:

2002 2001 2000

Current income taxes US$ 58,324 US$ 28,509 US$ 1,333
Deferred taxes (8,385) (9,970) (15,676)

US$ 49,939 US$ 18,539 US$ (14,343)

contributions by US$23,073. The gain on the sale of newly issued
stock of a subsidiary was included in additional paid-in capital in the
consolidated financial statements of VimpelCom for the year ended
December 31, 2002.

18. Income Taxes

The Russian Federation was the only tax jurisdiction in which
VimpelCom’s income was subject to taxation.

On August 5, 2000, the Profits tax law was amended to allow local
authorities to increase the statutory tax rate by up to 5%. On
November 29, 2000, the authorities of the city of Moscow enacted
an increase in the statutory tax rate from 30% to 35% effective
January 1, 2001.

On August 6, 2001, a law was signed which introduced 
certain changes in Russian tax legislation reducing the statutory
income tax rate from 35% to 24% effective January 1, 2002. 
The effect of the new tax legislation was recognized in the period 
of enactment.

A reconciliation between the income tax expense reported in the accompanying consolidated financial statements and income before taxes multiplied by
the statutory tax rates of 30% (from January 1, 2000 through December 31, 2000), 35% (from January 1, 2001 through December 31, 2001) and 24%
(from January 1, 2002 through December 31, 2002) for the years ended December 31 is as follows:
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For Russian income tax purposes, VimpelCom has accumulated tax losses incurred in 2000, 2001 and 2002, which may be carried forward for use against
future income. Its use is restricted to a maximum of 30% of taxable income. Tax loss carry forwards may be eroded by future devaluation of the rouble. As of
December 31, 2002, for Russian income tax purposes, VimpelCom had tax losses available to carry forward of approximately US$ 23,898 expiring as follows:

December 31, 2010 US$ 3,753
December 31, 2011 1,662
December 31, 2012 18,483

19. Valuation and Qualifying Accounts 

Balance as of December 31, 1999 US$ 5,910
Provision for bad debts 21,778
Accounts receivable written off (20,709)

Balance as of December 31, 2000 6,979
Provision for bad debts 16,088
Accounts receivable written off (14,469)

Balance as of December 31, 2001 8,598
Provision for bad debts 25,408
Accounts receivable written off (21,090)

Balance as of December 31, 2002 US$ 12,916

The provision for bad debts included in the accompanying consolidated statements of operations is net of related value-added taxes of US$ 4,235, US$
2,682 and US$ 3,630 for the years ended December 31, 2002, 2001 and 2000, respectively.

The following summarizes the changes in the allowance for doubtful accounts for the years ended December 31, 2002, 2001 and 2000:

2002 2001

Deferred tax assets:
Accrued operating and interest expenses US$ 5,192 US$ 15,587
Deferred revenue 9,868 3,778
Bad debts, net of revenue accrual 2,599 –
Loss carry-forwards 5,736 6,114

23,395 25,479

Valuation allowance (7,532) (6,768)

15,863 18,711

Deferred tax liabilities:
Revenue accrual, net of bad debts – 9,771
Non-current assets 33,854 18,214
Forward agreement 1,494 –

35,348 27,985

Net deferred tax liabilities 19,485 9,274
Add current deferred tax assets 15,742 8,940

Total long-term net deferred tax liability US$ 35,227 US$ 18,214

For financial reporting purposes, a valuation allowance has been recog-
nized to reflect management's estimate for realization of the deferred tax
assets. Valuation allowances are provided when it is more likely than not

that some or all of the deferred tax assets will not be realized in the
future. These evaluations are based on expectations of future taxable
income and reversals of the various taxable temporary differences.

The deferred tax balances were calculated by applying the presently enacted statutory tax rate applicable to the period in which the temporary differ-
ences between the carrying amounts and tax base of assets and liabilities are expected to reverse. The amounts reported in the accompanying consoli-
dated financial statements at December 31 consisted of the following:
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2002 2001

Bee-Line Togliatti US$ 1,823 US$ –
Telenor Invest AS 999 –
Telenor Mobile Communication AS 395 –
Telenor Russia AS 342 340
FinMark Strategy Partners LLC 173 181
Other 382 362

US$ 4,114 US$ 883

20. Related Party Transactions

Transactions between VimpelCom and its related parties, except for the transactions described below, consist primarily of services from the relat-
ed parties and loans to them, which are not material to the financial results of VimpelCom. 

2002 2001

Telenor Russia AS US$ – US$ 940
Bee-Line Togliatti 1,411 –
Other 672 11

US$ 2,083 US$ 951

As of December 31, 2001, the amount due from Telenor Russia AS, a com-
pany registered in Norway and affiliated with Telenor, represents advances
issued under the contract for supply of computer hardware and software. 

The amount due from Bee-Line Togliatti, a 50%-owned investee of
Bee-Line Samara, mainly represents accounts receivable under the
contract for telecommunications services.

On June 30, 2000, the Board of Directors of VimpelCom approved a
transaction with one of executive officers of VimpelCom (the
“Executive Officer”). According to the agreement, VimpelCom was
obliged to pay remuneration to the Executive Officer for the pledge of
shares of VimpelCom’s common stock as a collateral for borrowings
under the credit line from Sberbank. The remuneration was calculated
as 2% of the outstanding amount of borrowings under the credit line.
Total remuneration accrued and included in interest expense in the
accompanying consolidated statements of operations for the years
ended December 31, 2001 and 2000 was US$171 and US$1,119,
respectively. The remuneration was paid to Executive Officer in two
installments, in February and July 2001. In 2001, the shares of
VimpelCom’s common stock were released from the pledge. 

The amount due to Bee-Line Togliatti mainly represents accounts payable
under the contract for maintenance of telecommunications equipment.

The amounts due to Telenor Invest AS and Telenor Mobile
Communication AS, companies registered in Norway and affiliated
with Telenor, represent accounts payable by Extel for services under
consultancy and other agreements.

On April 1, 1999, VimpelCom and Telenor Russia AS signed a Service
Obligation Agreement (“Telenor Service Obligation Agreement”).
Total expense in respect of management fees under the Telenor Service
Obligation Agreement included in selling, general and administrative

expenses in the accompanying consolidated statements of operations
for the years ended December 31, 2002, 2001 and 2000 amounted to
US$774, US$525 and US$672, respectively. As of December 31, 2002
and 2001, the liability to Telenor Russia AS amounted to US$205 and
US$340, respectively.

On July 6, 2000, VimpelCom and AXF Consulting LLC, a US com-
pany controlled by a director of VimpelCom, signed a Service
Obligation Agreement, with an amendment concluded in May 2001.
In October 2001, AXF Consulting LLC changed its name to FinMark
Strategy Partners LLC (“FinMark”). In accordance with the Service
Obligation Agreement, FinMark provides advising and consulting
services to VimpelCom. The total cost in respect of the Service
Obligation Agreement recorded in the accompanying consolidated
financial statements for the years ended December 31, 2002, 2001 and
2000 amounted to US$690, US$1,288 and US$804, respectively. As of
December 31, 2002 and 2001, the liability to FinMark was US$173
and US$181, respectively. In accordance with an agreement between
VimpelCom and FinMark, VimpelCom will pay a fixed service fee to
FinMark until December 31, 2003. The amount of the fee is US$575
per annum, net of all applicable taxes. If the personnel accepted under
the agreement ceases to have the status as a director of the Board of
VimpelCom, then VimpelCom will have the right to suspend the serv-
ices under the agreement and withhold a pro rata portion of the annu-
al fee. In May 2002, the personnel accepted under the agreement
ceased to have the status as a director of the Board of VimpelCom.

Balances due from related parties, which are equity investees, except for Telenor Russia AS, which is not an equity investees, consisted of the following
as of December 31:

Balances due to related parties consisted of the following as of December 31:
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21. Earnings per Share

Net income (loss) per common share for all periods presented has
been determined in accordance with SFAS No. 128, “Earnings per
Share”, by dividing income (loss) available to common shareholders

by the weighted average number of common shares outstanding dur-
ing the period. Net income (loss) per share of common stock has
been adjusted by a factor of 1.33 to determine net income per ADS
equivalent as each ADS is equivalent to three-quarters of one share
of common stock. 

The following table sets forth the computation of basic and diluted earnings per share:

22. Segment Information

SFAS No. 131, “Disclosures about Segments of an Enterprise and
Related Information”, requires companies to provide certain informa-
tion about their operating segments. VimpelCom has two reportable
segments: the Moscow license area and the regions outside of the
Moscow license area (the “Regions”). The Moscow license area
includes the city of Moscow and the Moscow region. The Regions
include all other regions of the Russian Federation.

Management decided to organize the enterprise based on geographical
areas. Management analyses the reportable segments separately
because of different economic environments and stages of develop-
ment of markets of wireless telecommunications services in different
geographical areas, requiring different investment and marketing

strategies. The Moscow license area represents a more developed mar-
ket for VimpelCom’s services compared to the Regions. 

The Board of Directors and management utilize more than one meas-
urement and multiple views of data to measure segment performance.
However, the dominant measurements are consistent with
VimpelCom’s consolidated financial statements and, accordingly, are
reported on the same basis herein. Management evaluates the per-
formance of its segments primarily based on revenue, operating
income, income before income taxes and net income along with cash
flows and overall economic returns. Intersegment revenues are elimi-
nated in consolidation. Intersegment revenues may be accounted for at
amounts different from sales to unaffiliated companies. The account-
ing policies of the segments are the same as those described in the sum-
mary of significant accounting policies, as discussed in Note 2.

The following items were not included in the computation of earnings per share assuming dilution because they would not have a dilutive effect for the
periods presented in the accompanying consolidated financial statements: senior convertible notes for the years ended December 31, 2002, 2001 and
2000, employee stock options for the years ended December 31, 2001 and 2000, convertible preferred stock for the year ended December 31, 2000.

Moscow License Area Regions Total

Total operating revenues from external customers US$ 698,674 US$ 80,970 US$ 779,644
Total intersegment revenues 19,755 7,043 26,798
Depreciation and amortization 86,367 11,325 97,692
Operating income (loss) 238,477 (12,928) 225,549
Interest income 8,110 381 8,491
Interest expense 44,208 4,425 48,633
Income (loss) before income taxes and minority interest 199,759 (21,975) 177,784
Income tax expense 49,112 827 49,939
Net income (loss) 150,644 (23,192) 127,452
Segment assets 1,411,948 532,492 1,944,440
Goodwill 13,010 15 13,025
Expenditures for long-lived assets 331,593 256,230 587,823

Year ended December 31, 2002

2002 2001 2000
(In thousands, except per share amounts)

Numerator:
Net income (loss) US$ 129,552 US$ 47,301 US$ (77,801)

Denominator:
Denominator for basic earnings per share – weighted average shares 38,014 33,642 30,264
Effect of dilutive securities:
Convertible preferred stock 6,426 6,426 –
Employee stock options 49 – –

Denominator for diluted earnings per share – assumed conversions US$ 44,489 US$ 40,068 US$ 30,264

Basic net income (loss) per common share US$ 3.41 US$ 1.41 US$ (2.57)

Diluted net income (loss) per common share US$ 2.91 US$ 1.18 US$ (2.57)

Years ended December 31,
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Year ended December 31, 2001

Moscow License Area Regions Total

Total operating revenues from external customers US$ 416,936 US$ 10,960 US$ 427,896
Total intersegment revenues 3,451 1,013 4,464
Impairment of long-lived assets – – –
Depreciation and amortization 59,266 2,104 61,370
Operating income (loss) 94,363 (6,695) 87,668
Interest income 5,731 2 5,733
Interest expense 26,528 337 26,865
Income (loss) before income taxes and minority interest 73,273 (7,089) 66,184
Income tax expense (benefit) 18,629 (90) 18,539
Net income (loss) 55,049 (6,981) 48,068
Segment assets 888,753 162,106 1,050,859
Goodwill 13,010 – 13,010
Expenditures for long-lived assets 165,926 101,739 267,665

Moscow License Area Regions Total

Total operating revenues from external customers US$ 285,437 US$ 236 US$ 285,673
Total intersegment revenues 154 – 154
Impairment of long-lived assets 66,467 – 66,467
Depreciation and amortization 60,021 1 60,022
Operating loss (73,477) (2,087) (75,564)
Interest income 4,039 – 4,039
Interest expense 21,089 – 21,089
Loss before income taxes and minority interest (91,071) (2,095) (93,166)
Income tax benefit (14,343) – (14,343)
Net loss (77,000) (2,095) (79,095)
Segment assets 701,050 4,069 705,119
Goodwill 12,699 – 12,699
Expenditures for long-lived assets 105,018 3,589 108,607

Year ended December 31, 2000

Revenues

A reconciliation of VimpelCom’s total segment financial information to the corresponding consolidated amounts follows:

2002 2001 2000

Total operating revenues 
from external customers for reportable segments US$ 779,644 US$ 427,896 US$ 285,673
Total intersegment revenues for reportable segments 26,798 4,464 154
Elimination of intersegment revenues (26,798) (4,464) (154)

Total consolidated operating revenues US$ 779,644 US$ 427,896 US$ 285,673

Assets

Net income (loss)

2002 2001 2000

Total net income (loss) for reportable segments US$ 127,452 US$ 48,068 US$ (79,053)
Elimination of intersegment net income (loss) 2,100 (767) 1,252

Net income (loss) US$ 129,552 US$ 47,301 US$ (77,801)

December 31, 2002 December 31, 2001

Total assets for reportable segments US$ 1,944,440 US$ 1,050,859
Elimination of intercompany receivables (251,696) (125,053)

Total consolidated assets US$ 1,692,744 US$ 925,806



Year ended December 31, 2000

Year ended December 31, 2002
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Other significant items:

Segment Totals Adjustments Consolidated Totals

Depreciation and amortization US$ 97,692 US$ (275) US$ 97,417
Operating income 225,549 (757) 224,792
Interest income 8,491 (1,322) 7,169
Interest expense 48,633 (2,047) 46,586
Income before income taxes and minority interest 177,784 (87) 177,697
Income tax expense 49,939 – 49,939
Expenditures for long-lived assets 587,823 (9,507) 578,316

Segment Totals Adjustments Consolidated Totals

Impairment of long-lived assets US$ 66,467 US$ – US$ 66,467
Depreciation and amortization 60,022 – 60,022
Operating loss 75,564 (1,068) 74,496
Interest income 4,039 – 4,039
Interest expense 21,089 – 21,089
Loss before income taxes and minority interest 93,166 (1,067) 92,099
Income tax benefit 14,343 – 14,343
Expenditures for long-lived assets 108,607 882 109,489

23. Stock Option Plan 

VimpelCom’s 2000 Stock Option Plan adopted on December 20, 2000 authorized the grant of options to management personnel for up to
250,000 shares of VimpelCom’s common stock. 

2002 2001 2000

Options outstanding, beginning of year 244,125 231,375 –
Options granted 3,000 28,500 231,375
Options exercised (94,250) – –
Options forfeited (4,500) (15,750) –

Options outstanding, end of year 148,375 244,125 231,375

Options exercisable, end of year 138,239 137,813 –

Number of Options

Segment Totals Adjustments Consolidated Total
Impairment of long-lived assets US$ – US$ – US$ –
Depreciation and amortization 61,370 (64) 61,306
Operating income 87,668 (518) 87,150
Interest income 5,733 – 5,733
Interest expense 26,865 – 26,865
Income before income taxes and minority interest 66,184 (337) 65,847
Income tax expense 18,539 – 18,539
Expenditures for long-lived assets 267,665 (12,656) 255,009

Year ended December 31, 2001

The following table summarizes the activity for the plan.
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No options expired in the years ended December 31, 2002 and 2001.
The exercise price for all the options granted is US$ 23.60 per share
(US$ 17.70 per ADS equivalent). No compensation expense was rec-
ognized in the years ended December 31, 2001 and 2000, because the
exercise price of VimpelCom’s employee stock options exceeded the
market price of the underlying stock on the dates of grant. The weight-
ed average grant-date fair value of options granted during the years
ended December 31, 2002, 2001 and 2000 were US$ 20.33 (US$ 15.25
per ADS equivalent), US$ 11.63 (US$ 8.72 per ADS equivalent) and
US$ 13.36 (US$ 10.02 per ADS equivalent), respectively.

The options granted vest at varying rates over one to three year periods.
If certain events provided for in 2000 Stock Option Plan occur, the
vesting period for certain employees is accelerated.

All the options granted expire in December 2004. VimpelCom can accel-
erate the expiration date. As of December 31, 2002, the weighted average

contractual life of outstanding options was two years. VimpelCom recog-
nizes compensation costs for awards with graded vesting schedules on a
straight-line basis over two to three year periods.

The manner of exercise of stock options in the year ended December
31, 2002 required variable accounting for stock-based compensation
under APB No. 25 and related Interpretations. The amount of com-
pensation expense in respect of 2000 Stock Option Plan included in
the accompanying consolidated statements of operations was US$
4,085 in the year ended December 31, 2002.

Pro forma information regarding net income (loss) and net income
(loss) per common share is required by SFAS No. 123, and has been
determined as if VimpelCom has accounted for its employee stock
options under the fair value method of that Statement. The fair value of
these options was estimated at the dates of grant using a Black-Scholes
option pricing model with the following weighted-average assumptions.

2002 2001 2000

Risk-free interest rate 1.4% 3.1% 4.3%
Expected dividends yield 0.0% 0.0% 0.0%
Volatility factor of expected market price of
VimpelCom’s common stock 1.002 1.070 1.172
Weighted average expected life of the options (years) 2.0 2.0 2.3

The Black-Scholes option valuation model was developed for use in
estimating the fair value of traded options which have no vesting
restrictions and are fully transferable. In addition, option valuation
models require the input of highly subjective assumptions including
the expected stock price volatility. Because VimpelCom’s employee
stock options have characteristics significantly different from those of
traded options, and because changes in the subjective input assump-
tions can materially affect the fair value estimate, in management’s
opinion, the existing models do not necessarily provide a reliable sin-
gle measure of the fair value of its employee stock options.

24. Contingencies

The Russian economy while deemed to be of market status beginning
in 2002, continues to display certain traits consistent with that of a
market in transition. These characteristics have in the past included
higher than normal historic inflation, lack of liquidity in the capital
markets, and the existence of currency controls which cause the
national currency to be illiquid outside of Russia. The continued suc-
cess and stability of the Russian economy will be significantly impact-
ed by the government’s continued actions with regard to supervisory,
legal, and economic reforms.

The taxation system in Russia is evolving as the central government
transforms itself from a command to a market oriented economy. There
were many Russian Federation tax laws and related regulations intro-
duced in 2002 and previous years which were not always clearly written
and their interpretation is subject to the opinions of the local tax inspec-

tors, Central Bank officials and the Ministry of Finance. Instances of
inconsistent opinions between local, regional and federal tax authorities
and between the Central Bank and the Ministry of Finance are not
unusual. Management believes that it has paid or accrued all taxes that
are applicable. Where uncertainty exists, VimpelCom has accrued tax
liabilities based on management’s best estimate. Management’s estimate
of the amount of potential liabilities that can be subject to different
interpretations of the tax laws and regulations and are not accrued in the
accompanying financial statements could be up to approximately
US$7,500. Management believes that it is not probable that the ultimate
outcome of such matters would result in a liability.

As of December 31, 2002, VimpelCom does not believe that any mate-
rial matters exist relating to the developing markets and evolving fiscal
and regulatory environment in Russia, including current pending or
future governmental claims and demands, which would require adjust-
ment to the accompanying financial statements in order for those
statements not to be misleading.

In the ordinary course of business, VimpelCom may be party to vari-
ous legal and tax proceedings, and subject to claims, certain of which
relate to the developing markets and evolving fiscal and regulatory
environments in which VimpelCom operates. In the opinion of man-
agement, VimpelCom’s liability, if any, in all pending litigation, other
legal proceeding or other matters other than what is discussed above,
will not have a material effect upon the financial condition, results of
operations or liquidity of VimpelCom.

VimpelCom’s operations and financial position will continue to be
affected by Russian political developments including the application of
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existing and future legislation and tax regulations. The likelihood of such
occurrences and their effect on VimpelCom could have a significant
impact on the VimpelCom’s ability to continue operations. VimpelCom
does not believe that these contingencies, as related to its operations, are
any more significant than those of similar enterprises in Russia.

VimpelCom’s ability to generate revenues in Moscow and the Moscow
region is dependent upon the operation of the wireless telecommuni-
cations networks under its licenses. VimpelCom’s AMPS/D-AMPS
license to operate in the Moscow license area expires in November
2007, while the GSM license for the Moscow license area expires in
April 2008. Resolution No. 642, dated June 5, 1994, of the
Government of the Russian Federation defines the circumstances
under which a license may be revoked. Under this resolution, grounds
for termination are both broad and subjective and there is little prece-
dent upon which to determine the practical likelihood of termination.

VimpelCom is dependent upon a small number of suppliers, princi-
pally Alcatel and Ericsson, for purchases of wireless telecommuni-
cations equipment. Similarly, there is only a small number of tele-
phone line capacity suppliers in Moscow. In the year ended
December 31, 2002, VimpelCom purchases telephone line capacity
primarily from two suppliers: Teleross and Digital Telephone
Networks.

VimpelCom’s AMPS licenses to operate wireless networks in the
regions (not including Moscow and the Moscow region) include a
condition to make non-returnable contributions to the development of
the public switched telecommunications network of the Russian
Federation. The amount of contribution is unspecified and will be
agreed with or determined by the respective local administrations.
VimpelCom has made no significant payments and it is not possible to
determine the amount that will eventually become payable.

25. Quarterly Financial Data (Unaudited)

March 31 June 30 September 30 December 31 Year

2002
Net operating revenues US$ 145,060 US$ 173,381 US$ 221,077 US$ 228,978 US$ 768,496
Operating income 44,320 49,876 76,136 54,460 224,792
Net income 28,046 21,941 40,487 39,078 129,552
Net income per common share – basic 0.74 0.58 1.06 1.03 3.41
Net income per common share – diluted 0.63 0.49 0.91 0.88 2.91

2001
Net operating revenues US$ 79,743 US$ 94,679 US$ 114,098 US$ 134,082 US$ 422,602
Operating income 13,981 20,643 25,459 27,067 87,150
Net income 5,126 9,414 13,915 18,846 47,301
Net income per common share – basic 0.16 0.29 0.42 0.52 1.41
Net income per common share – diluted 0.13 0.24 0.35 0.44 1.18

The aggregate effect of adjustments recorded in the three-month period ended December 31, 2002 and relating to the nine-month period ended
September 30, 2002 was US$ 5,296 and US$ 4,025 decrease in operating income and net income, respectively.

26. Subsequent Events

Purchase of StavTeleSot
In January 2003, VimpelCom-Region acquired 90% of common stock
of Open Joint Stock Company StavTeleSot, a cellular operator in the
Stavropol region, for US$38,400.

Equipment Financing Obligations
On January 10, 2003, VCR and Ericsson signed a purchase order under
the Supply Contract for US$11,493. VCR expects to finance the deliv-
ery of equipment under the purchase order with a credit from Ericsson
Credit AB.

On January 15, 2003, VimpelCom, Nordea Bank Sweden AB and
Bayerische Hypo- und Vereinsbank AG signed a credit agreement
(“Nordea Bank Credit Agreement”) on the financing of the delivery of
equipment under the Supply Contract in the amount of US$35,700.
The liability under this credit agreement will accrue interest at the US
dollar LIBOR rate plus 0.7% per annum.

On January 15, 2003, VimpelCom and Nordea Bank Sweden AB
signed a pledge agreement. Under the pledge agreement, all the
equipment received under the Supply Contract and financed by
Nordea Bank Credit Agreement will be pledged as security for
obligation under the Nordea Bank Credit Agreement.

The following table sets forth selected highlights for each of the fiscal quarters during the years ended December 31, 2002 and 2001 (US dollars in thou-
sands, except per share data):




