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Company Profile

VimpelCom is a leading provider of wireless
tefecommunications services in Russia,
operating under the "Bee Line" family of
brand names, which are among the most
recognized brand names in Russia. The
Group’s license portfolio covers approximately
70% of Russia’s population (100 million
people), including the city of Moscow and
the surrounding Moscow region.

Since its inception, VimpeiCom has
played a key role in the development of the
Russian wireless telecommunications industry.
VimpelCom introduced two digital cellular
communications standards to Russia, was

the first major wireless service provider in
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Russia to offer prepaid card services to its
subscribers and was the first wireless service
provider in the Moscow license area to
actively market its services to the mass
market under the 'Bee+" brand name.

VimpelCom is a market leader in offering
its subscribers some of the latest technology
data services, such as wireless "infotainmen-
t' services, location-based services, mobile
portal and wireless Internet access.

At the end of 2001, VimpelCom's total
subscriber base was approximately 2.11
million, with approximately 1.91 miilion
subscribers in the Moscow license area.

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 sell
US SEC-registered convertible notes in
July 2000. VimpelCom's convertible notes
are listed on the NYSE under the symbol
"VIP 05". ‘




UHcdopmayns 0 KoMnaHumn

BoimnenKom faBnaetca Beayuied poccui-
CKOW CepBUCHOR KOMnaHWed B o6nactu Bec-
MPOBOAHOM CBA3K, OCYLWECTBAAIOWER ome-
paToOPCKYI0 BEATENbHOCTL NOA CeMEACTBOM
TOProBbIX Mapok ‘bu JlaiH', 0aHOM U3 Han-
fonee WHUPOKO M3BECTHLIX TOPrOBbIX Mapok
Poccuu. Nnuensun BoimnenKoma oxsarbisa-
0T TepPUTOPUID, HA KOTOPOW NPOXKWBAET
okono 100 munnnoHoe Yenosex (Npubnuan-
TENbHO 70% HACENEHWS CTPaHbI), BKAKOHAS
Mockey U MOCKOBCKyt0 06M1acTb.

C camoro Hayana ceoeit [eATensHOCTY
BoimnenKaom wvrpaert Knio4esylo poib B pas-
BUTAN WHOYCTpWM BecnpoBOAHOW CBA3W B
Poccun. BeimnenKom eregpun 8 Poccun asa
UM POBLIX COTOBbIX CTaHAapTa, Nepsbim

Cpeau KpynHeIX onepatopos HecnpoBOAHOM

CBA3W BbIBEN HA PbIHOK MPOAYKT C Npeaon-
natow (prepaid) w nepsbim B Mockse ctan
aKTUBHO MPOJBUIATL CBOM YCYI Ha MACCO-
BbI NOTPEOUTENLCKMI PLIHOK NOA TOProBo#
MapKon «bn+».

BrimnenKom Takxe nUAMPYeT Ha pbiHke
HOBLIX NPOAYKTOB, Npegnaras ceoum a6o-
HEHTAM CaMble COBPEMEHHbIE YCNYrK B 06-
NacTu Nepefayyn JaHHbIX, BKNKO4Yaa nepena-
4y AaHHbIX MHOPMALWNOHHOIO W pa3Bneka-
TENLHOMO XapakTepa, yenyru no onpegene-
HUI0 MECTOHAXO0XAeHUA 06bEeKTOB, MO-
OURbHLIA NOPTAan W BECHPOBOAHON AOCTYN
B HTepHeT.

Ha koney 2001 ropa aboHenTcKkaa 6asa

BeimnenKoma npubnu3uTensHO Hac4MTbIBaA-

na 2,11 MWRNWOHOB nONbL30BATENel, npu

3TOM 0K0M0 1,91 MUNTIUOHOB M3 HUX NPOXK-
BalT 8 MoCKBe.

BuimnenKom 6o nepsoit poccuAckomn
KOMNaHnen, BKNIOYEHHOH B NUCTUHT Hbio-
Viopkckoi thornosoi 6upxu (NYSE) 8 HO6-
pe 1996 roga. AmepukaHckue AenosmTap-
Hble pacnucki BeimnenkKoma xoTupytoTcs Ha
NYSE nog cumsonom «VIP». BeimnenKom
TaKXe CTan Nepeoi POCCUACKON KOMNAHWUER,
pazmecTvawen B nione 2000 roa CBOU KOH-
BEpTUPYEMble 06Murauny, 3aperucTpupo-
BaHHbie B KOMUCCWM NO UBHHBIM Bymaram u
Gupxam CLUA. KoHsepTupyemele obnurayun
BoimnenKoma kotupytotca Ha NYSE nojg

cumeonom «VIP 05»,




Financial Highlights

MARKET SHARE IN MOSCOW

RONH PbIHKA B MOCKBE

TOTAL REVENUES
US$ in millions in US GAAP

OGULME A0X0AbI
8 MnH, ponnapoe CLUA 8 cranpapte FTAAN (CLUA)

4217.9

285.7 |
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{Dollar amounts in thousands, except per share)

(US GAAP) 2001 2000 1999
Operating Results
Total operating revenues 427,896 285,673 238,637
Net operating revenues (1) 422,602 274,136 226,405
Operating income (loss) 87,150 (74,496) (29,067)
% net gperating revenues 20.6% (27.2%) (12.8%)
Net income (loss) US$ 47,301 US$ (77 801) . US§ (39,596)
% net operating revenues 1.2% (28.4%) (17.5%)
Net income (loss) per commaon share US§ 1.41 (US$ 2.57) (US$ 1.71)
Net income (loss) per ADS equivalent (2) US$ 1.06 (US$ 1.93) (US$ 1.28)
EBITDA (3) US$ 148,456 51,993 25,732
% 35.1% 19.0% 11.4%
Consolidated Balance Sheet Data
(Dollar amounts in thousands)

2001 2000 1999
Cash, cash equivalents and
short-term investments o US$ 145,092 US$ 152,691 US$ 36,112
Working capital {deficit) 52,146 122,270 (38,782)
Property and equipment, net 535,405 356,666 369, 053
Intangible assets, net 70,926 79,649 82,991
Total assets US$ 925,806 US$ 700,315 US$ 590,095
Total debt including current portion 277,673 222,764 161,338
Total liabilities 417,685 331,692 289,107
Total shareholders’ equity 508,121 368,623 300,988
Statistics .

2001 2000 1999
End of period subscribers
Moscow License Area 1,911,200 780,100 350,500
The regions (4) 200,300 53,500 21,800
Total subscribers 2,111,500 833,600 372,300
Employees (5) 3,174 1,619 1,443
Market share — Moscow License Area (6) 46% 39% 45%

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 comman stock.

3. Operating income before depreciation and amortization.

4. The regions include Samara, Vladimir, Ryzan, Tver, Kaluga, Vologda, Ulyanovsk, Voronezh, Karelia,

Yaroslavl, Smolensk, Tula, Lipetsk, Belgorod and Novosibirsk.

5. VimpelCom and its principal subsidiaries.

6. 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.




PuHaHCOBbIE NoKa3arTenu

(Bce Benn4uHbI, KDOME JOXOAO0B HA OHY aKumio, NPUBOAATCA B ThICAYAX JONAAP0B)

1. YMCTBIR A0X0A OT ONEPaUMOHHOM AEATENLHOCTH NOCNE BbIYETA HANOMOB Ha AOX0Abl.
2. YucTbid foxon (yBbiTOK) Ha 0AHY OBLIKHOBEHHYIO aKLMIO BbIN pasfeneH Ha BenanyuHy 1,33 ans

onpefenesna YUCToro AoxoAa Ha 0QHY aMePUKAHCKYIC Nen03nTapHYD akUWi, TaK Kak 04Ha

TAAN (CWA) 2001 2000 1999
Pesynbrars! onepaynoHsoR QEATENLHOCTH
06wuih onepaunoHHbIA ACX0A 427 896 285673 238 637
[loxon 0T onepaunaHHOR ABATENBHOCTH, HETTO (1) 422 602 274 136 226 405
Mpubbinb OT ONEpaLMOHHOR AEATENBHOCTY 87 150 (74 496) {29 067)
% ¢ AOX0AA OT ONEPALMCHHONA AEATENLHOCTH 20.6% (27.2%) (12.8%)
YucTas npubbinb (Y6bITOK) US$ 47301  US$ (77 801)  USS (39 596)
% € AOX0Aa 0T ONepaLMOHHON AEATENbHOCTH 11.2% (28.4%) (17.5%)
YuCTbIR AOX0A (YOLITOK) HA OAHY 0BLIKHOBEHHYIO aKUMIO US$ 1.41 (US$ 2.57) (US$ 1.71)
HucTbli noxom (yBLITOK) HA 0aHY Aen03uTapHyto akumi (2)  US$ 1.06 (US$ 1.93) (US$ 1.28)
EBITDA (3} US$ 148 456 US$ 51 993 US$ 25732
% 351% 19.0% 11.4%
RaHHbie KoHconugupoBaHHaro 6anaHca
(B ToICAYaX JONNApos)

' 2001 2000 1999
BpemenHo CBOGOAHLIE CPEACTBA U
KPaTKOCPCUHbIE UHBECTULMN US$145 092 US$152 691 US$36 112
O6opoTHble cpegcTsa {aethuumT) 52 146 122 270 (38 782)
OCHOBHbIE (DOHABI, HETTO 535 405 356 666 369 053
HemaTepuanoHbie aKTWBLI, HETTO 70 926 79 649 82 991
06L1an cymma akTMBOB US$925 806 US$700 315 US$590 095

061438 33[,0NKEHHOCTE, BKIIO4AA 3380MMKEHHOCTb
3a TeKyLWMi nepnog 277 673 222 764 161 338
061429 cymMMa 0693aTenseTs 417 685 331692 289107
AKUWOHEPHBIR KanuTan 508 121 368 623 300 988
CraTucTuyeckHe AaHHbIe
2001 2000 1999

Konuyecrso aboHeHTOB B KOHYE rofa
MOCKOBCKaRA NWLEH3NOHHAS TeppuTOpUa 1911 200 780 100 350 500
Pervonsi (4) 200 300 53 500 21800
toro aboHewToB 2 111 500 833 600 372 300
Konu4ectso COTPYLHVKOS (5) 3174 1619 1443
Nons poliHKa — MOCKOBCKAR NULIEH3WOHHad TeppuTepus (6) 46% 39% 45%

AMEPUKAHCKad 4en03nTapHas aKLUUs IKBUBANEHTHA TDEM YETBEPTAM OOHOU OGLIKHOBEHHOM aKumuy
3. OnpeaenseTca Kak NPUGLING OT ONEPALNOHHOMA ABATEALHOCTY A0 OCYLLECTBISHUA aMOPTA3ALUNOHHBIX

OTHUCNEHNA,

4. Bknioyensl credyiowne a6nactu: Camapckas, Bnagumnpekas, Pasanckan, Teepckas, Kanyxckag,
Bonorodckas, YnesHoBCkas, BopoHexckas, pecnytnuka Kapenus, ipocnasckas, CMoneHckas, Tynbckas,

Nuneukan, benropoackas v Hosocubupckas.
5. "BoimnenKom" v ero OCHOBHbIE JO4EPHWE NPEANPUATHA.

6. [aHHble OCHOBAHbI Ha oLeHke Komnanued KoNu4ecTBa aktmeHbix aboxerTos AQ "BoimnenKom'”
Y HE3aBUCUMBIX OLEHKAX KOMMYECTBA aKTUBHLIX aBOHEHTOB APYTMX ONepaTopoB COTOBOW CBA3M

Ha MOCKOBCKOR NWUEH3NOHHOMR TEPPUTOPUM.

MOSCOW LIGENSE AREA CELLULAR PENETRATION

NPOHUKHOBEHHE HA PBIHOK COTOBOW CBSA3N
B MOCKBE ¥ MOCKOBCKOW DENACTH

SUBSCRIBER GROWTH IN MOSCOW
POCT YHCNA ABOHEHTOB B MDCKBE

1,911,200

780,100

350,500 |

BoimngnKou logoBoi oTuer 5




Letter to Shareholders -

Dear Shareholders:

We are pleased to report that 2001 was the best year in VimpelCom’s ten-year fong history. We returned the Company to profitability in the
first quarter of 2001 and improved its financial performance throughout the year. For the year 2001, we reported net revenues of $422.6 million,
a 54.2% increase from 2000; EBITDA reached $148.5 million, a 185.5% increase frpm 2000; EBITDA margin was 35.1%, compared to EBITDA
margin of 19.0% in 2000; and net income was $47.3 million, compared to a net loss of $77.8 million in 2000.

In 2001, VimpelCom was one of the biggest success stories in Russian business. After returning to profitability, we intensified our marketing
campaigns and achieved record subscriber growth in Moscow. By the end of 2001, we reclaimed the lead in Moscow in gross sales and net
subscriber additions and grew our subscriber base in the Moscow license area from 780,100 at the end of 2000 to 1,911,200 at the end of 2001.
In the fourth quarter of 2001, VimpelCom set a Moscow market record, adding more than 500,000 subscribers. We began the year with a market
share in Moscow of 39.1% and ended 2001 with a market share of 46.5%, according to independent sources.

The benefits of the growth in the Russian economy, following its recovery from the 1998 financial crisis, are reaching tens of millions of people
across the country who are now in a position to take advantage of all available telecommunications services. This is reflected in a statement made
by the Russian Ministry of Communications that, in 2001 for the first time, total revenues of new operators, mostly ceflular companies, exceeded
the total revenues generated by traditional fixed line operators.

We believe that the improving economic climate creates a favorable environment for VimpelCom to expand its operations nationwide. In May
2001, in order to make full use of these growth opportunities, we signed a series of agreements to develop the Company’s regional license areas
outside of Moscow with Alfa Group, a leading Russian financial industrial group which has established successful business operations throughout
Russia, and VimpelCom’s existing strategic shareholder, Telenor. In November 2001, we consummated the first of three contemplated closings,
raising US$103 million from the sale of stock to Alfa Group. The transaction contemplates up to $337 million of investments in the Company’s
subsidiary, VimpelCom-Region, which was formed to concentrate on the development of the Company's national GSM license portfalio. We began
to implement our program of national expansion in the second half of 2001. Between September 2001 and January 2002 we launched GSM
networks in 15 major cities throughout Russia. In 2001, our subscriber base outside of Moscow grew by almost four times, from 53,500 to
200,300.

Despite the fact that VimpelCom began providing GSM services in Moscow five years after the incumbent GSM competitor, we believe that in
2001 we achieved superiority in network capacity and increased our lead in product innovation and customer service. VimpelCom’s achievements
in 2001 were the result of the successful implementation of our long-term strategy aimed at creating and offering the highest quality of product-
s and services to subscribers.

We are very encouraged by our subscribers’ response to our efforts. On the wave of our successes, we will continue to pursue our
customer-driven policy of meeting new challenges in 2002 with the same energy, creativity and dedication as we did in 2001.

We believe we are well positioned to take our business to new heights in 2002: the Russian economy continues to show strength, we have a
license portfolio covering 70% of the Russian population, and we have a proven management team and two powerful complementary strategic
partners, Telenor of Norway and Alfa Group of Russia. Based on these strengths, we will continue to expand our business and we will create more

value for our shareholders.

Augie K. Fabela il Jo Lunder
Co-Founder and ( Chief Executive Officer
Chairman of the Board

Annwval Report VimpelCom




NMucbmo K akunoHepam

YBaxaemble aKyuoHepbl:

Mel pagbl coobwmtb, 410 2001 rog ctan nyywnm rogom BeimnenKoma 3a BCK ero JeCATUNETHIOW ucTopnio. B nepsom keaptane 2001 roga
KOMMaHWs BHOBb CTana NPUBbINBHOR U B TE4EHME BCETO r0Aa NPOAcNXKana yny4lwars cBov huHaHcoBLIe nokasatenun. B 2001 rogy aoxoasl Boim-
nenKoma coctaBunu $422,6 MUINUOHA, YTO Ha 54,2% Bhille aHAaNorMyHoro nokasarens 3a 2000 rog; EBITDA aocturna $148,5 munnuona, yee-
nuyuswnce Ha 185,5% no cpasHeHuio ¢ 2000 rogom; mapxa EBITDA cocrasuna 35,1% no cpasHermio ¢ 19,0% 8 2000 rogy, a yuctas npubbins
BbIpOCna 40 $47,3 MunnmnoHa, 8 T0 Bpema kak 2000 roa KOMNAHKUA 3aKOHYMNA C YUCTLIM YOLITKOM B pa3mepe $77,8 MUANUOHOB,

B 2001 rogy BeimnenKom cTan 04HOW M3 cambiX yCNeLWHbIX KOMNannia Poccuu. Nocne Bo3BpalleHns k npubbinbHOCTY, BoimnenKom passep-
HYN LWAPOKYIO PEKNaMHYI0 KaMNaHWI0, KOTOPas NpuBEna K B3PbIBHOMY POCTY ero aBOHeHTCKOR 6a3bl B MockBe. BoiMnenKom BHOBL 3aHAN Anav-
PYKLLEE NONOXKEHME N0 06LEMY NPOJAX M YNCTOMY NPUPOCTY aBOHEHTOB, KONMMYECTBO KOTOPbIX yeenudaunock ¢ 780 100 B koHue 2000 ropa go
1 911 200 aboHeHToB Ha KoHel, 2001 ropa. B vyetseptom keaptane 2001 roga BuimnenKom YCTaHOBWN HOBbIM PekopR, Ao6asus Gonee nonymun-
NUOHa abOHEHTOR K CBOEH MOCKOBCKOR ceTu. B Havane 2001 roga gons poiHka BeimnenKoma B Mockee 6bina 39,1%, @ B KOHUe rofa CorfacHo
MHOpMALMK, NONYYEHHOR OT HE3aBMCUMBIX UCTOYHIUKOB, OHA Bo3pocna Ao 46,5%.

Mo mepe ykpenneHus akoHOMikn Poccuy nocne chneaHcoBoro Kkpuauca 1998 roga ynyyluaerca maTepuansHoe NON0XEHNe [8CATKOB MANNK-
OHOB Nt0Ael No Beeil cTpaHe. Tenepb OHW MOTYT BOCNOML30BATLCA YCNYramu, NpeanaraeMbiMi Ha PuiHKE pasniUyHbIMK TEIEKOMMYHUKALMOHHbI-
MW KOMNAHWAMU. 3TO HAWANO CBOE OTpaXKeHue B oT4yeTe MuHceaswn Poccun, roe rosoputes, 4To B 2001 rofy BnepBble AOX0Abl HOBLIX ONepaTo-
POB CBA3W, B OCHOBHOM COTOBbIX KOMNAHWIA, NPeB30LWNKU JOX0AbI TPAAMLMOHHbIX ONEPATOPOB NPOBOSHOW CBA3M.

Mbl nonaraem, 470 B pe3ynsTaTe yNyHLEHUs 3KOHOMWHECKOA CATYaUUK CO34aI0TCA BNAronpuaTHLIE YCNOBUS ANS PACLUUPEHUS AEATENbHOCTH
BeimnenKoma B HauMoHanbHOM maclwtade. YTobbl nonHee MCNONL30BATh 3TV BOSMOXHOCTY pocTa, B Mae 2001 rofa BoimnenKom 3akniouun psg
COrfaLlienwit 0 CTpaTerM4eCcKOM NapTHEPCTBE ¢ Anbcha-Tpynn, BeAYWMUM POCCUACKUM (DUHAHCOBO-NPOMBbILUNEHHBIM KOHCOPLUYMOM, KOTOPbIA 3a-
HUMAET NUAUPYIOWME NO3ULMK B PA3ANYHBIX OTPACNAX POCCUACKON 3KOHOMNKM, @ TAKXKE CO CBOUM APYrUM CTDATErMyecKnm NapTHEPOM, KoMIa-

Hueit TeneHop. B Hos6pe 2001 roaa 6bin 3aBepLieH NepBbIA TpaHW caenkn ¢ Anba-lpynn, KoTopbill NnpuHec BoimnenKomy 103 munnuona gon-

BuiMnenKom Mogoeod ovyer

rd
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Napos 3a akuuK, npofaHHble Anbtha-Ipynn. o 3asepweruio Beedt caenky Komnanna nonyqut o $337 MURAMOHOB MHBECTHLMA ANa CBOEro AO-
yepHero npeanpuATMsA BeimnenKom-PeruoH, CO3AaHHOTO AN peanu3auun peruoHansHbix nuuexsuid BoimnenKoma cranpapta GSM. Bo sTopon
nonosute 2001 roga BoiMnenKom NpucTynun k peanusauuu CBOeA NPOrpamMmMbl PErMOHANLHOMO pasBuTiA u B Nepnoa mexay ceHtabpem 2001
roga v axueapem 2002 roga mol 3anyctunu cetn GSM B 15 cybbekTax Poceuiickoit ®eaepauui. B 2001 rogy Hawa aboHeHTckas 6a3a 3a npege-
namn MOCKBb! 803p0OCNa NOYTH B YeTbipe pasa, ¢ 53 500 no 200 300 a6oHeHTOB.

HecmoTpsA Ha NATUNETHEE OTCTABAHWE OT HALLIETrO CCHOBHOTO KOHKYDPEHTA B JOCTYNE K CTaHAapTy GSM, mbl cyutaem, 410 8 2001 rogy mbl one-
peanniv ero B OTHOLWEHMU EMKOCTW CETH W YKPENUMW HALLE NTMANPYIOWEe NoNoXeHne B cthepe aBOHEHTCKOr0 0BCNYXKNBAHNSA W HOBbIX NPOAYKTOB.
DocTuxenus BeimnenKoma 8 2001 rogy ctann BO3MOXHLIMIA 6narchapa YCneLWHOA peann3ann Halen JONrOCPOYHORA CTPATeruu, HaLENeHHOR
Ha CO3[AHWE ¥ NPEOCTABNEHUE HALUWUM KNKUEHTAM NPOAYKTOB U YCNYr Camoro BbICOKOrO Ka4ecTBa.

Hac BOOAYWEBNAET Ta NONOXUTENbHAA PEAKUMA, C KOTOPOR NOTpebuTenn 0TpearpoBani Ha Halu ycunua. Ha 3Toi BONHe ycnexa Ml Npo-
JO/DKUM peanuaauunio cBOei CTpaTeru, OPMEHTUPOBAHHOR HA noTpebutens, u B 2002 rody Gyaem peliaTh HalWW 3a4a4un C TEMU e JHEPTruedn,
TBOPYECKMM NOAX040M W NPUBEPXEHHOCTLIO Aeny, Kakine Mbl feMoHcTpuposany B 2001 rogy.

Mbl C4MTaEM, YTO ¥ HAC 6CTb BCE HEOGXOANMOE ANA TOro, YTO6LI BLIBECTH HAll GM3HEC HA HOBYH BbICOTY: 3KOHOMMKA Poccuu Ha nogbeme,
nopThens NUUEH3NA oxeaTbisaet 70% HaceneHua POCCUM, y HAac NPOBEPEHHAs CUIbHAA KOMaHAA MEHEXKEPOB U ABA MOLIHbIX, LONOMHALLNX
Jpyr opyra cTpaTern4ecknx NnapTHepa, HOPBEXCKAs KOMNaHUs TeneHop W pOCCUACKMIA KOHCOPUMYM Anbda-fpynn. Mmes Tako# NpoYHbIR yHaa-

MEHT, BbiMnenKom 6yaeT npoAcIXaTh PacilupsTh MACWTabbl CBOBrO 6M3HECA U YBENUYUBATL LeHHOCT KOMNaHUi NS CBOMX aKLMOHEepOs.

Oru K. ®abena ll f1xo Nyupep
Coyypeauntens i TeHepanoHblId AUPexKTop
Mpegcenarens Cosera AnpeKTopos
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Wireless Revolution:
- Moscow growing 5
'beyond all expectations

. Wireless penetration rate
« in Moscow is rapidly approaching
' wireline penetration rate

- BbecnpoBoaHan peBONOLUMA:
- uyucno a6oHeHToB B Mockse
- pacTeT, onepexasn Bce ‘
 MPOrHO3bl

YpoBeHb MPOHNKHOBEHMS

- 6ecnpoBogHou cBsa3n B MockBe
ObICTPO NPubauxaerTcss K ypOBHIO
npoBOAHON CBA3MN.
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Wireless Revolution

BecnpoBogHaa peBontoLns

BU NNAVH GSM — Bce Bo3MOXHOCTH
Ha sawem Tenedone!

®

As you look around Moscow you will see a dramatic change in
lifestyle and fashion from only a short time ago. The emergence of
wireless tefecommunications is at the forefront of these changes.
People casually talk on their mobile phones in the sireets. They talk
in buses and trams, in shops and cafes, in their cars and in their
apartments. At practically every corner one can see billboards or dealer
outlets offering mobile phones and prepaid calling cards. VimpelCom
played a significant role in revolutionizing the wireless mass market in
Moscow, making mobile phones desirable and affordabie to millions
of people.

2001 was a year of explosive growth for wireless communications
in the Moscow license area. In this area, which has a population of
15,000,000, estimated wireless subscribers more than doubled in
2001 to 4,000,000, reaching a 27% penetration rate.
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Oaxe Gernbivt 83rNA4 NO3BONAET YBULETD, Kakne OrpOMHbIE 3Me-
HEHWA NPOUCXOLAT B NOCNeAHEe BPEMA B CTUNE W 06pA3E XKUSHI MO-
cksuyen. LLUupokoe pacnpocTpaHeHue MOGUNLHOR CBA3KM RBUNOCH
cUMBONOM 3TWX nepemen. CTano 0Obl4HbIM ABNEHUEM BUAETL MOAEN
Ha ynuuax, pa3rosapuBarvdlMx no MoBUnbLHOMY TenedhoHy. 37a xe
KapTuHa Ha6nogaeTcs B asTobycax W TpamBsasx, marasuHax u xade,
B aBTOMOGUNAX, odncax U KBapTUpax. Ha kaxaoMm yrny pasmelle-
Hbl PEKNaMHble LUUTHI W OTKPbLITHI MarasuHel LUNepoB, KOTOPbIE
npeanaratT MoBunbHble TenedOHbl W KApTOMKU ¢ NPeaonnaTtom. .
BoimnenKom cbirpan 3Ha4YMTENbHYHO POMb B 3TUX PeBONIOLUMOHHBIX
U3MEHEHWAX, CAeNaB MOBKNbHLIe TeNetOHbI XKenaHHbIMIU W A0CTYN-
HbIMW N8 MacCOBOro noTpebutena.

2001 rog 6510 roA0M B3pbLIBHOTO POCTa MOBUNLHOR CBA3K B MOCK-V
8e U Mockosckol 06nacTu. Hucno aboHEHTOB COTOBOM CBA3N B 3TOM
PEruoHe C HaCeneknem B 15 MMNNNOHOB 4enoBek Bonee Yem ynBow-

N0Cb, BOCTUTHYB 4 MUANMOHOB, YTO COCTABNAET 27% NPOHUKHOBEHUS.




Natlonal Expansmn-
Next wave of growth

In 2001 ‘wireless penetratlon in Russia
was only 5.3%, compared to 27%

in Moscow, 23-60% in Eastern Europe
and 70-80% in Western Europe

Cnenylou.wm aTan:
POCT B HALMOHANIbHOM

MacmTaGe

B 2001 ro,qy I'IpOHVIKHOBeHMe 6ecnposo,qum
cBa3u B Poccun coctasnsano nuwb 5,3%

no cpaBHeHuwo ¢ 27% B MOCKOBCKOM
pervoHe, 23-60% B BoctoyHou EBpone

mn 70-80% B 3anagHoun Espone
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National Expansion

PocT B HayunoHanbHoM MmaclTabe

Although Moscow is the largest and most lucrative single wirgless
market in Russia, national expansion will provide the greatest potentia!
for future growth as the Russian economy continues to grow.

VimpelCom’s license portfolio, which covers 100 million people,
or 70% of the Russian population, provides VimpelCom with a
tremendous platform for growth. In 2001, after concluding a strategic
partnership agreement with Alfa Group and Telenor, VimpelCom started
focusing greater resources on becoming the leading nationwide wireless
operator in Russia.

Between September 2001 and January 2002, VimpelCom
launched GSM networks in 15 major Russian cities, including Nizhny
Novgorod, Saratov, Rostov and Novosibirsk. in 2001, VimpelCom'’s
subscriber base in the regions outside of Moscow increased almost
four times from 53,500 to 200,300. VimpelCom’s strategy is to build
a unified nationwide network with the same high quality products
and services as in Moscow and 1o repeat its success in Moscow

throughout Russia.
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MOCKBa 0CTaeTCH CaMbIM KpYMHbIM 1 Hanbonee npuobbIibHLIM PbiH-
KOM 6ecnpoBOAHOR CBA3N Poccun. Tem He MeHee, 110 Mepe yKpenneHus
3KOHOMUKK POCCUM, UMEHHO PACLUNPEHWUE [EATENbHOCT B PEFUOHAX
obecne4nT camele 60nbWKE BO3MOXKHOCTA ANg Byaywero pocTa.

JivueH3nn BbimnenKoma 0XBaTbiBAOT TEPPUTOPWN, HA KOTOPbIX
npoxusaet 100 MunNUOHOB YenoBek, 70% Hacenerna Poccum, u 310
AaeT BoiMnenKomy orpomMHble BO3MOXHOCTY ans pocTa. B 2001 roay,
nocne 3akM4eHUR COrNaLeHns O CTPaTeruv4eckom napTHEPCTBE C
KoHcopuuymam Anbcdha-Tpynn, BoimnenkKom npucTynun K peanniayuu
CBOBI Janeko uaywei# nporpaMmbl NPeBPaLLEHUSA B HALKMOHANBHOTO
onepatopa COTOBOM CBA3M.

B nepuod Mexpy ceHTabpem 2001 roga u axeapem 2002 roaa
BuimnenKom 3anyctun B Aeictene cet GSM B 15 pervonax Poccun,
BK/KO4aA TaKkue KpynHbie ropoja, kak HwxHuit Hosropog, Caparos,
Poctos 1 HoBocubupck. B 2001 rogy aboreHTckas 6a3a BeimnenKoma
3a npepenamu MOCKBbI YBENUMUNACH NOYTH B 4&Tbipe pa3a, ¢ 53 000
10 200 300 a6oreHToB. CTpaterus BoimnenKoma HauengHa Ha nocTpo-
EHWUE eJMHOR HAUNOHANLHOW CETW C TakMM Xe, Kak 8 MOCKBE, BbICO-
KUM Ka4eCTBOM NPOAYKTOB W YCNyr. 3T0 AOMKHO NPUBECTYM K NOBTOpE-

HUKO ycrexa, aocTurHytoro B Mockse, B obLiepoccuiickom mactutabe.




- Why More People
Choose Bee Line: Quality
and innovation

VimpelCom received the "Telecom Company
of the Year 2001" award from "Kompania",
a leading Russian business weekly publication

NMouemy Bce OonblLuee YMcno
moaen sbiouparoT bu Jlanu:
KayecTBO U MHHOBaLuM

1o ntoram 2001 roga BeivnenKomy
npucyxageHa npemus «Jlyqiwias
TeNEeKOMMYHUKaUNOHHAaaA KOMNaHusa roga»
OT BeayLero poccuiickoro 4enoBoro
exeHegenoHuka «KoMmnaHmns»
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Why More People Choose Bee Line

Moyemy Bce Gonbiuee Yucno nrogen soibupartT bun NainH

VimpelCom’s "Bee Line" brand name is one of the most valuable
assets of the Company. Highly recognized in Russia, we believe that
"Bee Line" is associated with high quality, innovation and customer
service. Vimpe!GCom regained the lead in the Moscow market using
the power of its "Bee Line" brand, creative marketing and:
< Quality Communications — constant monitoring of service levels
with a goal of providing clear, uninterrupted communications;

o Quality of Customer Service — modern automated 24x7 call center
and dedicated customer "concierges” for valuable subscriber groups;
< Quality in Sales and Distribution — 22 company-owned sales offices,
2,700 dealer points of sale and over 5,200 Bee+ prepaid calling card
points of sale in Moscow, new convenient methads of payments
("BeePay" service) including online payments through the Internet,
ATM machines and self-service terminals; and

o Quality and Innovative "User-Friendly" Products — a leader in
product innovation, offering wireless Internet access, e-commerce
and a variety of 'infotainment" services based on SMS, WAP and
GPRS platforms as well as our proprietary "BeeQOnline" mobile portal.
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Toproeas mapka BoimnenKoma «bu [lanH» BNRETCH OAHWUM U3 Cca-
MBIX LEHHbIX &KTUBOB KOMNaHuK. 3BacTHAA GONLLIUHCTBY POCCUAH,
37a Mapka accoynnpyeTca C BLICOKUM Ka4ecTBOM, HOBALMAMK i Npe-
KPacHbIM aBoHeHTCKMM 06cnyxuBaHnem. BeimnenKom BepHyn cebe
NMANPYIOLLEE NONOXEHUE HA PbiHke Mackebl 6narogaps WWPOKOW
U3BECTHOCTY TOProBOA Mapku «bu JlalH», TBOPYECKOMY NOAX0ay B
MAPKETUHTE W KOHLEHTPALWW BCEX YCUNUIA HA Ka4ecTBe NDEAOCTaBNA-
eMbix TOBapOB 1 ycnyr. BeimnenKowm ofecneqnsaer:

C BbiCOKOE Ka4ecTBO CBA3W — NPOBOAMTCS NOCTORHHBIN MOHUTOPUHT
TeXHWYECKNX NAPaMETPOB CETH, YT0 0BECNEYMBALT YeTKYH, Becnepe-
6olHYI0 CBASD;

O Ka4ecTBeHHOe 0BCYXI1BaHMe aBOHEHTOB ~ 3anyLUeH B 3KCnyarta-
UM0 COBPEMEHHbIR aBTOMATM3NUPOBAHHLIA LEHTP aBOHEHTCKOro 06-
CNyXmnBaHUs, paboTarLlni 24 yaca B CyTKW 7 AHEA B HELENI0; Npeao-
CTaBNAQTCA yCiyrit nepCoHabHOro MeHegxepa Anf BbICOKOQOX04-
HBIX TPYNN KMWUEHTOB;

O BbICOKOE Ka4ecTBO CeTu cbbiTa — patoTalT 22 oghuca npoaax,
npuHagnexawmx Komnatuu, 2 700 0hncos npogax funepckoii ceTu
¥ cBblwe 5 200 NyHKTOB Npofax KapTodek bu+ B TOProBbix TOYKAX
MockBbl; BHEOpeHbl HOBblE Y0OHbIE CNOCOGLI 0NNaThl CYETOB (YCny-
ra «bufei»), BKNKYAs BOIMOXHOCTH OnaTel yepe3 MHTepHeT, 6aH-
KOMaTbl W TEPMUHANbI CAMOOBCNYKUBAHNS;

© BblcoKOKa4YeCTBEHHbIE HOBbIE MPOAYKTLI W YCIYTW — npeanaraercs
LWIMPOKKIA BbIGOP YAOGHBIX ANst aBOHENTa HOBbIX NPOAYKTOB, BKN0Yas
6ecnpoBOLHOMA A0CTYN B VIHTEPHET, ANEKTPOHHYKD KOMMEPLMIO, LWHK-
POKWUIA AMana3oH MHAOPMaLNOHHDBIX 1 pa3BeKaTensHbIX YCNYT Ha 0C-
HoBe TexHonorui SMS, WAP u GPRS, a Takxe cOBCTBEHHOrO MO-
6unsHoro nopTana «buOnMiaiH».




Russia Growing
Strong: Telecoms
big beneficiary

In 2001, Russia’s GDP grew by 5%, the
third consecutive year of growth, and
revenues in the Russian telecom industry
grew by 40% to $6.4 billion

dxoHoMuKa Poccum
vKpennaeTcs:
TeNeKOMMYHUKaLUMn
BbIMrpbIBAIOT

B 2001 rogy BBI1 Poccun BbipoC
Ha 5% — 2710 b6bin1 TPETUI NOAPSAL
rog 3KOHOMUYECKOro pocra, a
[0X0Abl TENNEKOMMYHNKALMOHHON
oTpacnau Beipocan Ha 40%,
gocturHys $6,4 muannapga
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Russia Growing Strong

OkoHomuka Poccumn ykpennsercs

In 2001, the Russian economy grew for the third consecutive
year. Russia’s GDP grew by 5% and average income grew by
approximately 6%. Russia’s trade surptus was $49.7 billion and the
Central Bank’s reserves increased from $28 billion in 2000 to $36.5
billion at the end of 2001.

Last year, the domestic telecommunications industry was one of
the biggest beneficiaries of Russian economic growth. In 2001, tdtal
revenues for the Russian telecommunications industry were approxi-
mately $6.4 billion, 40.4% higher than in 2000. For the first time, total
revenues of new operators, mostly cellular companies, exceeded total
revenues generated by traditional fixed line operators, according to
the Russian Ministry of Communications.

In 2001, the Russian government launched an important reform
program, which includes legal reform, tax reform, new land code,
reform of natural monopolies and pension reform. It is expected that the
long awaited banking reform will also be started soon. The government
has also made protection of minority shareholder rights and corporate
governance a priority. Today, Russia offers a more favorable investment

and economic growth climate than in previous years.
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B 2001 roay TpeTuii rog noApaz 3athuKcupoBaH pocT poccuicKkon
3KOHOMMKM. BBI1 BbIPOC NPUBAN3UTENLHO Ha 5%, a CPeAHWA foXag
Ha 6%. AKTUBHOE TOProBOe canbfo coctasuno $49,7 munnvapgos, a
pesepBbl LieHTpansHoro 6aHka yeenudmnmnce ¢ $28 mMunnnapgos 8
2000 roay ao $36,5 munnuapaos Ha koHel 2001 roga.

NHAaycTpus TenekoMMyHMKauuin, 0COBEHHO 8& HOBbIE OTpacnu, no-
NY4a8T 3Ha4MTeNbHbIE BbIroAbl OT aKOHOMUYECcKoro pocrta. B 2001 ro-
Ay 0BLIMiA 06BbEM BbIPY4KN B TENEKOMMYHUKALUMOHHOW oTpacnu co-
ctasun $6,4 munnuapaa, 4to Ha 40,4% Gonble 4em B 2000 roay.
Bnepebie A0X0A HOBLIX ONEPATOPOB, 8 OCHOBHOM COTOBLIX KOMMAHNA,
NPeBLICUN COBOKYNHbINA A0X0A TPANULMOHHLIX ONBPaTOPOB (UKCUPO-
BAHHOW CBA3NK. |

B 2001 roay npaeButensCTBO POCCUM NPUCTYAWNG K OCyLuecTsne-
HUIO BaXKHEALWe | nporpaMmsl pecpopm, BKAKDYAA HANOroByto 1 cyged-
HY10 PeOPMbI, NEHCUOHHYID pechopMy W PECIOPMY ECTECTBEHHbIX
moHononui. OXKMZaeTcsa, 4T0 CKOPO Ha4HETCA peanmsaLmﬂ W [aBHO
HaspesLen pedropmbt GaAHKOBCKOrO Asna. Kpome Toro, npasuTenscr-
BO 0603Ha4YMN0 B Ka4eCTBE NPUOPUTETHON 3ajadu 3alMTy Npas Mu-
HOPUTapHbIX aKLMOHEPOB U BHEAPEHME KOLEKCA KOPMOPATUBHOTO Y-
pasneHus. CerogHa Poccus obecneymsaer 6onee 6naronpuatHbIn
KnuMat AnA MHBECTULMA W 3KOHOMUHECKOTO DOCTE, YeM KOrga-nnbo

B NPOLUNOM.
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Board of Directors
CoseT [AMpexkTopos

Augie K. Fabela Il
Go-Founder and Chairman of the Board

Mikhail M. Fridman
Ghairman of the Board, Alfa Group

Gleb G. Fetisov
Former President, Alfa Eco Group

Morten Karisen-Sorby
Chief Operating Officer, Telenor Mobile Communications

Bjorn Magnus Kopperud
Executive Vice President, Telenor Mohile Communications

Stanislav V. Shekshnya
President, Alfa Eco Telecom
till September, 2001

Terje Thon
Chairman of the Board of the Norwegian newspaper
Dagbladet AS

Henrik Torgersen
Executive Vice President, Telenor

Yevgeny G. Yasin
Former Minister of Economics of the Russian Federation
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Oru K. ®abena Il
Coyypeaunrens u Mpeacegarens Cosera AMPEKTOPOB

Muxaun Mapatosu4d ®pugmaH
NMpeacenarens Cosera anpextopos «Anvtha-Fpynn»

MMe6 NeHHagbeBuy ®eTUCOB
Boiswni apesngenr «Ansipa-3xo pynn»

MopTeH KapnceH-Cop6n
Hnpexrop no onepayuam, Tenexop

BoépH MarHyc Konnepyn
Henonweurensubiil Buye-npe3ngent, TeneHop

Cranucnas Bnagumuposud LllexkwHs
TenepanvHsii gupexrop «Ansgha-3Kko Tenexom:
A0 cenrabpa 2001 r.

Tepbe TyH
Npeacenarens Gosera AMPEKTOPOB HOPBEXCKOH Fra3erbl
«[lar6nager»

XeHpuk ToprepceH
HenonknurenpHbiii Buye-npeanpent, Tenenop

EBretnn Npuropboesuy AcuH
Boisiuinii MuHuCTp 3KoHOMUKn Poccuiickon Degepaynn
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Senior Management

Jo Lunder
Chief Executive Officer

Nikolai N. Pryanishnikov
First Vice President -
Commercial Director

Alexey M. Mischenko
General Director, Vimpelcom-Region

Maurice H. Worsfold
Chief Financial Officer

Sergei M. Avdeev
Vice President, Network Development

Jere C. Calmes
Vice President, Customer Operations
and Product Management

Valery P. Goldin
Vice President, International
and Investor Relations

Valery V. Frontov
Vice President, Licensing

Andrey P. Kuznetsov
Vice-President, Information Technology

Ctapwuvin mMeHe )XMeHT

Mikhail V. Yakoviev
Sales Director

Olga N. Turischeva
Marketing Director

Marina V. Novikova
Human Resources Director

Elena A. Shmatova
Treasury Director

Georgy V. Silvestrov
Compliance Officer
and Secretary of the Board

Axo Nynpep
Tenepanvubiii gupexTop

Huxonan HuxonaeBu4
MpAHUWHMKOB

NMepsbiii BHye-NpesngenT -
KOMMEpYSecKuit QUpexTop

Anekceit Muxannosuy Muwienko
TenepansusIi AnpexTop
«Boimnenxom-Peruon»

Mopuc Yopcdonp
TnaBubiii huHaHCOBbIE AUPEKTOP

Cepren Muxannosu4 ABfieeB
Buye-npe3naent no ceTesomy passuTHio
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Axepun Kanmec
Buue-npe3nfenrT no aGoOHEHTCKUM
ONepayunam u yapaBaeHuIo npogyKTamu

Banepu# NMasnosuy NonbguH
Buye-npesngent no MeXQyHapogHbIM
CBA3AM U OTHOWEHNAM C HHBECTOPAMH

Banepun Bauyecnasosuu ®poHTOB
Buye-npeangent, AMPexTop no
obecnedennto oneparopeKoi AeATeNbHOCTH

Anpgpen NMasnosuu KyaHeuos
Buye-npeangenr, Aupexrop
110 UHHOPMALHOHHDIM TEXHOAOIHIM

Munxann Bavecnasosny fikoBnes
Anpexrop no npogaxam

Onbra Hukonaesna

TypuweBa
HAupexrop no mapKeTuury

MapuHa BnagumuposHa
HoBukoBa
Hupexrop no pabore ¢ nepcoHanom

EneHa AnekcanaposHa LlimaToBa
HAunpexrop kasnavesicTea

Feoprun Bnagumuposuy
CunbBecTpoB

TnasHbli HOPHCKOHCYBT,
Cexperaps Cosera gupexTopos




The Legacy of VimpelCom:
Founders’ pioneering spirit

VimpelCom’s Founder Dr. Dmitri B. Zimin
(Honorary President who retired as CEOQ in
2001) and Co-Founder Augie K. Fabela i
{Chairman of the Board) 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 the third largest
telecommunications company in Russia in
2001. Our

founders have inspired the

Hacnegue BoimnenKoma:
HOBaTOPCKUMN AYX yypeauTenen

Company’s transparency, strong corporate
governance, quality, innovation and a pio-
neering spirit — values and characteristics that

have made VimpelCom unique in Russia.

Vupeautens BoimnenKoma g-p LO.B. 3umuH
(Mo4eTHsIR MPe3naeHT, 0CTaBUBLUMIA NOCT re-
Hepanbroro gvpektopa 8 2001 r.) v coy4peau-
Tenb O.K. ®abena I (Npeacenatens Coseta
AvpexkTopos) Bo3rnaeasnu KomnaHuo ¢ Mo-
MeHTa ee ocHoBaHwsa 8 1992 rogy. OHuM npuse-

NK ee K UCTOPUYECKOMY AOCTUMXEHMIO 1996 ro-

Aa, koraa BeimnenKom ctan nepeod poccuit-
CKOW KOMNaHWEeN, BKNIOYEHHOW B SIMCTMHI
Hbto-Mopkekoit doHaAoBOH BMPXW, 1 K MOo-
XKEHWIO TPETLEA NO BENUYMHE KPYNHETLLEN Te-
NEKOMMYHUKAUWOHHOA komnaHuu Poccun B
2001 rogy. OHu ABNAOTCA MHULMATOPAMM

MPUHATHAA TaKUX LEHHOCTEA W NPUHLMNOB, KAk

MPUOPUTET BbICOKOTO Ka4ecTBa, HOBATOPCKUM
OyX, NPO3PAYHOCTL BU3HECA W BLICOKWA ypo-
BEHb KOPNOPATMBHOFO YNpasfeHus, KOTOpble
caenany KoMnaHuio YHUKANbHbIM ABAEHNEM B

COBPEMEHHOM Poccuu.
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Corporate Information
KopnopaTtuBHaa nHipopmauuns

Legal Advisers
Akin, Gump, Strauss, Hauer & Feld, L.L.P.

Independent Auditors
Ernst & Young (CIS) Limited

Depositary Bank
The Bank of New York

CUSIP # 68370R109

Custodian Bank
ING Bank Eurasia

Primary Trading Information
NYSE: VIP (ADS}
VIP 05 (Convertible Bonds)

KOpuckoHcynbT
Jiikun, Famn, Crpayc, Xayap ang ®eng N1.71.11.

He3asucumbiin aygutop
3pucr 3ug Anr (GHF) Numureq

BaHk-geno3uTapmii
Bank oth Horo-Hopx

CUSIP #68370R109

BaHk-xpaHuTens B Poccuun
HHI banx Espasns

CumBon Ha 6upxe
Hbro-Hopkexan thongopan 6upxa: VIP (AHA)
VIP 05 (xouBepTupyembie o6nuragunn)

Requests for Corporate Information
CnpaBku no KopnopaTuBHbIM BOMNpocam

VimpelCom

10, 8 Marta Street
Moscow, Russia 125083
Tel: +7{095) 974-5888
Fax: +7(095) 721-0017
vgoldin@vimpelcom.com
www.vimpelcom.com

Edelman Financial Worldwide
1500 Broadway

New York, N.Y 10036 - 4015

Tel: +1 (212) 768-0550

Fax: +1 (212) 704-0128

www.edelman.com

BeimnenKom

yn. 8 Mapra, 10

Mocxea 125083 Poceus
Ten: +7 (095) 974-5888
Q@axe: +7 (095) 721-0017
vgoldin@vimpelcom.com
www.vimpelcom.com

daenbmaH GatHaHWMKanN
Yopnasaing

Bpoase#, 1500

Hewo-Hopx, Hoio-Hopx 10036 - 4015
Ten: +1 (212) 768-0550

Qaxe: +1 (212) 704-0128
www.ede/lman.com

All information contained herein is qualified in its entirety by reference to VimpelCom’s Annual Report on Form 20-F which will be filed with the
U.S. Securities & Exchange Commission by June 30, 2002 pursuant to Section 15(d) of the United States Securities Exchange Act of 1934, as amended.
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Summary Consolidated Financial Data

The following summary consolidated state-
ment of operations data and consolidated
balance sheet data present a summary of

VimpelCom's historical consolidated financial

information at December 31, 2001, 2000 and
1999, and for the years then ended and are

derived from Vimpe!Com’s consolidated

“financial statements and related notes, which

have been audited by Ernst & Young (CIS)
Limited and are included elsewhere in this
Annual Report. The summary financial data
set forth below should be read in conjunction

with the consolidated financial statements
and their related notes and "Management’s
Discussion and Analysis of Financial
Condition and Results of Operations.

Years ended December 31,

2001 2000 1999

(in thousands of U.S. dolfars, except per share and per ADS amounts)

Consolidated statement of operations data:
Operating revenues:

Service revenues and connection fees US$383,321 US$252,333 US$206,542
Sales of handsets and accessories 43,228 32,031 31,457
Other revenues 1,347 1,309 638
Total operating revenues 427,896 285,673 238,637
Less revenue-based taxes (5,294) (11,537) (12,232)
Net operating revenues 422 602 274,136 226,405
Operating expenses:

Service costs 72,942 60,913 56,779
Cost of handsets and accessories sold 38,626 34,443 37,103

Cost of other revenues 120 157 242

Selling, general and administrative expenses 149,052 108,482 88,704
Depreciation and amortization 61,306 60,022 54,799
Impairment of long-lived asssts - 66,467 -
Provision for doubtful accounts 13,406 18,148 17,845
Total operating expenses 335,452 348,632 255,472
Operating income (loss) 87,150 (74,496) (29,067}
Other income and expenses:

Interest income 5,733 4,039 1,756
Other (expense) income (481) 2,152 565
Gain (loss) on trading securities 420 (44) 805
interest expense (26,865) (21,089) (16,074)
Net foreign exchange loss (110) (2,661) (2,572)
Total other income and expenses (21,303) (17,603) (15,420)
Income (loss) before income taxes and minority interest 65,847 (92,099) (44,487)
Income tax expense (benefit) 18,539 (14,343) (5,564)

Minority interest in net earnings of subsidiaries 7 45 673
Net income (loss) US$47,301 US$(77,801) US$(39,596)
Weighted average common shares outstanding 33,642 30,264 23,181
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Years ended December 31,

Net income (loss) per common share

Net income (loss) per ADS equivalent (1)
Weighted average diluted shares

Diluted net income (loss) per common share (2)
Diluted net income (loss) per ADS equivalent (2)
Dividends per share

Other data:
EBITDA (3)
As % of net operating revenues

2001 2000 1999

(in thousands of U.S. dollars, except per share and per ADS amounts)
US$1.41 US$(2.57) US$(1.71)
US$1.06 US$(1.93) US$(1.28)
40,068 30,264 23,181
US$1.18 US$(2.57) Us$(1.71)
US$0.89 US$(1.93) US$(1.28)
US$148,456 US$51,993 US$25,732
35.1% 19.0% 11.4%

(1) Each American Depositary Share {"ADS") is equivalent to three-quarters of one share of common stock.

(2) Diluted net income per common share and ADS equivalent includes dilution for all shares of our convertible preferred stock in the periods when
these shares had a dilutive effect (the year ended December 31, 2001). Our senior convertible notes and employee stock options were not includ-
ed in the computations of diluted earnings per share because they would not have a dilutive effect for the periods presented.

(3) EBITDA, which represents operating income (loss) before depreciation, amortization and the one-time write-down of AMPS/D-AMPS related
assets of US$66.5 million in the fourth quarter of 2000, shouid not be considered in isolation as an alternative to net income (loss), operating
income (loss) or any other measure of performance under U.S. GAAP. We believe that EBITDA is viewed as a relevant suppiemental measure of
performance in the wireless telecommunications industry. The performance that EBITDA measures excludes our need to replace our capital

equipment over time.

At December 31,

2001 2000 1999
Consolidated balance sheet data: (in thousands of U.S. dollars)
Cash, cash equivalents and short-term investments US$145,092 US$152,691 US$36,112
Working capital (deficit) 52,146 122,270 (38,782)
Property and equipment, net 535,405 356,666 369,053
Intangible assets, net 70,926 79,649 82,991
Total assets 925,806 700,315 590,095
Total debt including current portion (1) 277,673 222,764 161,338
Total liabilities 417,685 331,692 289,107
Total shareholders’ equity US$508,121 US$368,623 US$300,988

(1) Includes bank loans, equipment financing, capital lease obligations and senior convertible notes.
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SUMMARY OPERATING DATA

The following summary operating data at December 31, 2001, 2000 and 1999 and for the years then ended have been derived by VimpelCom and from
independent sources that VimpelCom believes to be reliable. The summary operating data set forth below should be read in conjunction with
VimpelCom's consolidated financial statements and the related notes and "Management’s Discussion and Analysis of Financial Condition and Results
of Operations.”

At December 31,

2001 2000 1999
Selected industry operating data:
Estimated population of Moscow license area (1) 15,001,800 15,001,800 15,038,700
Estimated Moscow license area subscribers (2) 4,110,200 1,993,600 785,000
Estimated Moscow license area penetration rate (3) 27.4% 13.3% 5.2%
Selected operating data:
End of period subscribers:
Moscow license area 1,911,200 780,100 350,400
The regions (4) 200,300 53,500 21,700
Total subscribers 2,111,500 833,600 372,100
Market share of total Moscow license area subscribers (2) 46.5% 39.1% 44.6%
Estimated coverage of Moscow license area (sg. km) (5)
D-AMPS 39,700 39,700 37,400
GSM 46,500 44,200 34,000
Monthly average minutes of use per user ("MOU") (6) 105 91 137
Monthly average revenue per subscriber ("ARPU") (7) us$z6 us$37 US$99
Churn rate (8) 23.0% 34.0% 25.0%
Number of operational base stations:
D-AMPS 318 318 302
GSM 1,072 735 485

(1) The Moscow license area includes the City of Moscow and the area constituting the Moscow region. Population statistics for 1999 and 2000 were
published by the Russian State Statistics Committee ("Goskomstat'). As no reliable population statistics are available for 2001, the popuiation
figure for 2001 is shown as the same as for 2000 and has been used to derive penetration rates.

(2) Based on our estimates of active subscribers (namely, contract subscribers who have made payments in the last two months and prepaid sub-
scribers who have used their phone in the last six months) on our networks and independent estimates of active subscribers on the networks of
the other wireless telecommunications providers in the Moscow license area. Published data on the number of subscribers of other mobile wire-
less service providers may differ from each other and from our data because of the varying methodologies of accounting for active and inactive
subscribers.

(3) Total estimated Moscow license area subscribers expressed as a percentage of the estimated population of the Moscow license area.

(4) Represents the total number of GSM and AMPS/D-AMPS subscribers in the regions outside of the Moscow license area, including subscribers
on networks of some of our subsidiaries and affiliates.

(5) The Moscow license area is approximately 47,000 square kilometers.

(6) Monthly average MOU is calculated for each month of the relevant period by dividing the total number of billable minutes of usage for incoming
and outgoing calls during that month (excluding roamers that are not our subscribers) by the average number of subscribers during the month.

(7) Monthly ARPU is calculated for each month in the relevant period by dividing our service revenue during that month, including roaming revenue,
but excluding revenue from connection fees and sales of handsets and accessories, by the average number of our subscribers during the month.

(8) We use churn rate to mean the total number of subscribers disconnected from our network in a given period expressed as a percentage of the
midpoint of the number of our subscribers at the beginning and end of that period. Migration of our subscribers from our D-AMPS network to
our GSM network, as well as migration between tariff plans were technically recorded as churn, therefore increasing the churn rate recorded in
2000 and 2001, although we did not lose these subscribers.
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Management’s Discussion and Analysis of
Financial Condition and Results of Operations

The following is a discussion of the consoli-
dated financial condition and results of opera-
tions as of December 31, 2001 and for the
years ended December 31, 2001, 2000 and
1999 for Open Joint Stock Company "Vimpel-
Communications" ("VimpelCom"), together
with its majority-owned subsidiaries Open
Joint Stock GCompany KB Impuls, Closed Joint
Stock Company RTI Service-Svyaz, Closed
Joint Stock Company Impuls KB, Closed Joint
Stock Company BeeOnLine-Portal, Closed
Joint Stock Company MSS Start, VC ESQP
N.V., Vimpelcom Finance B.V. and its wholly-
owned subsidiary VimpelCom B.V,,
VimpelCom-Region and its majority-owned
subsidiaries Closed Joint Stock Company
Cellular Company, Open Joint Stock Company
Mobile Communication Center — Tula, Closed
Joint Stock Company Mobile Communication
Center — Smolensk, Closed Joint Stock
Company Mobile Communication Center —
Kaluga, Closed Joint Stock Company Mabile
Communication Center — Lipetsk, Closed Joint
Stock Company Mobile Communication Center
- Ryazan, Closed Joint Stock Company Mobile
Communication Center — Tver and Closed
Joint Stock Company Mobile Communication
Center — Nizhny Novgorod. The consolidated
VimpelCom group also includes the accounts
of VimpelCom (BVI) Limited, a special-pur-
pose entity affiliated with and controlled by
VimpelCom, and VC Limited, a wholly-owned
subsidiary of VimpelCom {(BVI) Limited. The
following discussion and analysis should be
read in conjunction with the consolidated
financial statements and the related notes
included elsewhere in this Annual Report,
which have been prepared in accordance with
U.S. generally accepted accounting principles
(U.S. GAAP). This discussion contains for-
ward-looking statements that involve risks and
uncertainties. VimpelCom’s actual results
could differ materially from those anticipated
in the forward-looking statements as a result
of numerous factors, including the risks dis-
cussed in the "Risk Factors" described in
VimpelCom’s Annual Report on Form 20-F for
the year ended December 31, 2001, which
was filed with the U.S. Securities and
Exchange Commission in April 2002.

OVERVIEW

We are a leading provider of wireless telecom-
munications services in Russia, operating
under the ‘Bee Line" family of brand names.
Bee Line is one of the most recognized brand
names in Russia. Currently, our primary mar-
ket is the Moscow license area, which com-
prises the City of Moscow and the Moscow
region. Based on independent estimates of the
number of subscribers of our competitors in
the Moscow license area, we estimate that our
market share in the Moscow license area was
46.5% at the end of 2001, a significant
improvement from our estimated market share
of 39.1% reported at the end of 2000. In addi-
tion, we are now accelerating the development
of our national GSM footprint by expanding
our GSM service areas to regions outside of
Moscow.

Our GSM licenses permit us to operate wire-
less networks in areas populated by approxi-
mately 100 million people, or approximately
70% of the Russian population. Our GSM
license portfolio, consisting of five licenses,
covers the Moscow license area and 50 admin-
istrative regions in the Russian Federation. In
addition, we hold 10 licenses to operate
AMPS/D-AMPS networks. We are principally a
GSM operator and our AMPS/D-AMPS sub-
scribers are continuing to migrate to our GSM
networks. We market our AMPS/D-AMPS
services as a lower cost alternative to our
GSM services.

As of December 31, 2001, we had approxi-
mately 2,111,500 subscribers on all of our
wireless networks, of which approximately
1,911,200, or 91%, were in the Moscow
license area and approximately 200,300, or
9%, were in the regions outside Moscow.
GSM subscribers constituted approximately
86% of our subscriber base in the Moscow
license area and approximately 81% of our
overall subscriber base as of December 31,
2001, Primarily as a result of our innovative
sales and marketing efforts, we increased our
subscriber base in the Moscow license area
by 123% in 2000 and by 145% in 2001.

During the same periods, we increased our
subscriber base in the regions outside of
Moscow by 145% and 274%, respectively. As
of March 20, 2002, we had approximately
2,602,900 subscribers on ali of our wireless
netwaorks, with approximately 2,331,800 mil-
lion, or 90%, in the Moscow license area and
approximately 271,100, or 10%, in the regions
outside Moscow.

In 1998, we were the first major wireless serv-
ices provider in Russia to offer prepaid card
services to our subscribers. In 1999, we
became the first wireless services provider in
the Moscow license area to actively market
our services to the mass market and we
invested heavily in the acquisition of these
subscribers. Following the success of our
mass market growth strategy, we are now
actively marketing our improved GSM prod-
ucts and services to large corporations, small
and medium-sized businesses and high
income individuals, and we are beginning to
see our share of these market segments grow.
In all segments of our business, we benefit
significantly from the strengths and expertise
of our two strategic partners, Telenor and Alfa
Group. Telenor recently reported that it owned
25% plus 13 shares of our voting capital stock
and Alfa Group recently reported that it owned
25% plus two shares of our voting capital
stock. Alfa Group also owns 25% plus one
share of the voting capital stock of
VimpelCom-Region, which we formed to con-
centrate on the development of our regional
GSM license portfolio.

HISTORY

We commenced commercial operations in
June 1994. In November 1996, we completed
the initial public offering of our ADSs, each
representing three-quarters of one share of
our common stock. Our ADSs are listed on
The New York Stock Exchange, or NYSE,
under the symbol "VIP". Convertible notes
issued by our indirect subsidiary VimpelCom
B.V. are listed on the NYSE under the symbol
"VIP 05." We were the first Russian company
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since 1917 to be listed on the NYSE and are
currently only one of five Russian companies
listed on the NYSE.

Telenor, which is Norway's leading telecom-
munications company and one of the leading
foreign investors in the Russian telecommuni-
cations industry, became our strategic partner
in December 1998. Telenor has brought to our
alliance valuable experience in developing and
implementing wireless voice and data services
and sophisticated marketing techniques. We
have benefited in particular from the support
they have given us in the areas of key person-
nel, product and technology development and
mass market expertise.

Alfa Group became our strategic partner in
May 2001. Alfa Group’s extensive operations
throughout the regions of-Russia, combined
with its position as one of Russia’s largest
financial industrial groups, make it an ideal
partner for us in connection with our transfor-
mation into a nationwide wireless operator.
Alfa Group was formed in Russia in July 1988
and is involved in the Russian banking, insur-
ance, asset management, oil and gas, com-
modities trading, retailing and real estate sec-
tors. In particular, through Alfa Bank, one of
the largest banks in Russia, Alfa Group is
active in the regions of Russia outside of
Moscow.

We believe that the combination of Telenor’s
expertise in wireless telecommunications and
Alfa Group’s extensive knowledge of the
regions, together with their capital invest-
ments, is the basis for a unique and comple-
mentary strategic partnership and a strong
platform on which we can continue to build
one of Russia’s leading nationwide wireless
operators.

REVENUES

We generate our revenues from providing
wireless telecommunications services and
selling handsets and accessories. Qur primary
sources of revenues consist of:

o Service reventtes. Qur service revenues

include monthly contract fees, airtime charges
from contract and prepaid subscribers, roam-
ing charges and charges for value-added serv-
ices such as voice mail and call waiting. In the
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past, connection fees were a notable compo-
nent of our revenues but have declined in
importance and are not likely to be significant
going forward. In response to competitive fac-
tors, we have reduced or eliminated mast con-
nection fees. We intend to evaluate the com-
petitive environment in the regions in deter-
mining whether to charge connection fees to
our regional subscribers. Service revenues
and connection fees constituted approximately
90.7%, 92.0% and 91.2% of our net operating
revenues for 2001, 2000 and 1999, respec-
tively.

@ Sales of handsets and accessories. We
sell wireless handsets and accessories to
dealers and our subscribers for use on our
networks. Sales of handsets and accessories
constituted approximately 10.2%, 11.7% and
13.9% of our net operating revenues in 2001,
2000 and 1999, respectively.

We offer both contract and prepaid services

and currently market our "Bee Line" products
and services under our "Bee Line," 'Bee Line

GSM" and "Bee+" brand names. During 2001,
we derived the majority of our revenues from
our GSM products.

During 2001, we recognized a rapid revenue
increase from roaming services. Qur roaming
revenues generated by our subscribers were
US$31.2 million in 2001 and US$17.3 mitlion
in 2000. Our roaming revenues received from
other wireless services operators for providing
roaming services to their subscribers were
US$46.5 million in 2001 and US$31.3 million
in 2000. Overall roaming revenues represent-
ed 18.4% of our net operating revenues in
2001 and 17.7% of our net operating revenues
in 2000. Our increases in roaming service rev-
enues were primarily due to improved and
expanded coverage and a greater number of
roaming partners. in the future, we expect that
our roaming revenues from wireless users vis-
iting the Moscow license area will increase
and that our regional operations outside of the
Moscow license area will account for a greater
percentage of our total roaming revenues.

Our churn rate was 23.0% in 2001, 34.0% in
2000 and 25.0% in 1999. We believe that the
improvement in our churn rate in 2001 com-
pared to 2000 was largely due to increased
subscriber satisfaction as well as declines in
the migration of Moscow license area sub-

scribers from our D-AMPS network to our
GSM network and the migration between tariff
plans, each of which was technically recorded
as churn, although we did not lose these sub-
scribers. We do not reflect prepaid sub-
scribers as churn unless they have not used
their phones within a period of six months.

Our average minutes of use, of MOU, per sub-
scriber in 2001 was 105.3 minutes, a growth
of approximately 16.2% compared to 90.6
minutes reported in 2000. This increase
reflected the growth in airtime usage in 2001
in several segments of our subscriber base.
Our monthly average revenue per user, or
ARPU, for 2001 was approximately US$26.2, a
29.6% decline from US$37.2 reported for
2000. The decline in ARPU in 2001 compared
to 2000 was primarily due to increased com-
petition, which resulted in the reduction of tar-
iffs, and a change in our subscriber mix.

Our average MOU per subscriber stabilized for
our GSM subscribers during the course of
2000 and 2001 as we have undertaken initia-
tives to attract "heavy" users to our GSM net-
work. In contrast, ARPU and MOU per sub-
scriber declined significantly for our D-AMPS
subscribers in 2000 and 2001. These declines
were primarily attributable to increased com-
petition, which resulted in the reduction of tar-
iffs. These declines were also due in part to
our continuing mass marketing-strategy that
tends to attract lower use subscribers, as well
as migration from our D-AMPS to our GSM
network of business users, which typically
have greater MOU per subscriber. We expect
that our MOU and ARPU will decline as the
wireless penetration rate increases, and as we
continue to expand in the regions. See " ~
Expenses — Impairment Charges" below.

EXPENSES

We have two categories of expenses directly
attributable to our revenues: service costs and
the costs of handsets and accessories.

Service Costs

Service costs include interconnection and traf-
fic costs, other transport caosts, telephone line
rental costs, roaming expenses and charges for
connection to special lines such as 911. An
increasing number of our subscribers are using
10 digit federal telephone numbers, which cre-
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ates a cost advantage for us. In 1998, we
began offering our subscribers in the Moscow
license area the option of receiving a 10 digit
tederal telephone number as an alternative to
receiving a more expensive, local Moscow tele-
phone number. Our costs for use of seven digit
local Moscow telephone numbers consist of a
flat monthly line rental and usage fee based on
traffic. In contrast, for the use of federal tele-
phone numbers, we currently pay a much lower
cost for usage based on traffic and no monthly
line rental fee, resulting in significantly lower
service costs with respect to our subscribers
using federal telephone numbers. A higher por-
tion of our subscribers using federal telephone
numbers has helped decrease our service costs
per subscriber and our service margin
improved to 81.0% in 2001 from 75.9% in
2000 and 72.5% in 1999,

Costs of Handsets and Accessories

Our costs of handsets and accessories sold
represent the amount that we pay for such
equipment. We purchase handsets and acces-
sories from third party manufacturers for
resale to our subscribers for use on our net-
works. Although we continued to subsidize
handsets and accessories sales in 2000 in
order to encourage the use of our networks,
we significantly reduced these subsidies in
2000 to US$2.4 million or 7.0% of the cost as
compared to US$5.6 miltion or 15.2% of the
cost in 1999. In 2001, we recorded a profit of
US$4.6 million on the sale of handsets and
accessories.

Operating Expenses
In addition to costs of services and equip-
ment, our operating expenses include:

Selling, general and administrative expenses
Our selling, general and administrative
expenses include:

® dealers’ commissions;

o marketing and advertising expenses;

@ salaries and outsourcing costs, including
related social contributions required by
Russian law;

e rent, including lease payments for base sta-
tions;

e utilities;

@ repair and maintenance expenses; and

e other miscellaneous expenses, such as
insurance, taxes and accounting, audit,
license and legal fees.

Marketing and sales-related expenses com-
prise a large portion of our selling, general
and administrative expenses and consist of
advertising expenses, expenses for printing
materials and dealers’ commissions. In 2000,
we experienced a significant increase in our
total subscriber acquisition costs (which
include advertising expenses, dealers’ com-
missions and handset subsidies) from
US$38.8 million in 1999 to US$45.6 million in
2000. However, on a per subscriber basis, our
acquisition costs decreased in 2000 to US$74
per subscriber from US$137 in 1999, This
reduction of 46% in the per subscriber acqui-
sition cost was due to the continuing increase
in the number of our subscribers, which was
accompanied by a relatively modest increase
in advertising expenses, a decrease in average
dealers’ commissions per new subscriber and
a decrease in handset subsidies. In 2001, our
total subscriber acquisition costs werg
US$57.4 million and our total acquisition
costs per subscriber fell to US$37.6, primarily
due to an increasing percentage of sales
through our own offices, a decrease in aver-
age dealers’ commissions per new subscriber
in the beginning of the year and more efficient
advertising. During 2000 and 2001, we made
certain improvements in our distribution net-
work and increased the number of our sales
offices and points of sale. In the first quarter
of 2001, we acquired the “Mobile Center" deal-
er network, one of the largest retail dealer net-
works in Moscow, for approximately US$3.2
million. This acquisition added 12 additional
dealer offices to our distribution network. We
expect that our subscriber acquisition costs
will slightly increase in 2002 primarily as a
result of greater advertising costs per new
subscriber.

Depreciation and amortization expenses

We depreciate the capitalized costs of our tan-
gible assets, which consist primarily of equip-
ment and buildings owned by us and equip-
ment under capital leases. In addition, we his-
torically have amortized our intangible assets,
which consist primarily of purchases of tele-
phone line capacity for seven digit Moscow
telephone numbers, frequency allocations
under certain of our GSM license amendments
and goodwill. Starting January 1, 2002, good-
will is no longer being amortized and is sub-
ject to an annual impairment test. See " —
Recent Accounting Pronouncements" below.
Intangible assets constituted 7.7% of our total

assets and 14.0% of shareholders’ equity as
of December 31, 2001. The amortization peri-
od for intangible assets relating to our GSM
licenses is equal to the term of the licenses. In
contrast to Moscow telephone numbers, we
currently do not have to purchase telephone
line capacity for federal telephone numbers. In
the future, we expect that an increasing por-
tion of our subscriber base will use federal
numbers. Consequently, we do not expect to
experience increased amortization expense for
telephone line capacity purchases despite the
anticipated growth in our subscriber base. In
2000, the total additions to fixed assets
(including equipment under construction)
amounted to approximately US$93.2 million,
which included US$60.8 million for purchases
of network equipment {including other tele-
phone equipment and network equipment
acquired under financing agreements) primari-
Iy for our GSM networks. In 2001, the total
additions to fixed assets (including equipment
under construction) amounted to approxi-
mately US$212.9 million, which included
US$152.7 million for purchases of network
equipment (including other telephone equip-
ment and network equipment acquired under
financing agreements) primarily for our GSM
networks.

in our efforts to improve GSM coverage and
expand our network, we installed an additional
250 GSM base stations in 2000, bringing our
total from 485 stations in 1939 to 735 in
2000. As of December 31, 2001, we had 1,108
GSM base stations and 1,449 total base sta-
tions. The additional number of base stations
caused our total depreciation and amortization
expenses to increase by 2.1% in 2001 com-
pared to 2000 and increase by 9.5% in 2000
compared to 1999.

Impairment Charges

Based upon a comprehensive review of fong-
lived assets, we determined that as of
December 31, 2000, our telecommunications
D-AMPS network equipment in the Moscow
license area and certain of our software licens-
es from the vendor of the equipment were
impaired. The impairment was in large part due
to the fast pace of our GSM network expansion
and the faster than anticipated rate of migration
of our customers from our D-AMPS network to
our GSM network. This migration started in the
second half of 2000. Accordingly, revised rev-
enue forecasts for the D-AMPS network for the
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coming years are based on a lower number of
subscribers. The estimate of the fair value of
our D-AMPS assets was based on the present
value of expected future cash flows using a dis-
count rate of 20%. We recorded an impairment
charge of US$66.5 million (US$43.2 million net
of related tax adjustments), including US$61.0
million in respect of equipment and US$5.5
million in respect of licenses classified as
intangible assets on our consolidated balance
sheets. The amount of the impairment charge
represented the difference between net book
value of D-AMPS assets and their fair value,
determined as mentioned above. We will con-
tinue to operate the D-AMPS network, targeting
mostly mass market consumers. Reflecting this
write-down, our total net loss for 2000 was
US$77.8 million. This one time non-cash write-
down did not affect EBITDA. EBITDA represents
operating income (loss) beforg depreciation,
amortization and the one-time write-down of
AMPS/D-AMPS related assets of US$66.5 mil-
lion in 2000, and should not be considered in
isolation as an alternative to net income (loss),
operating income (l0ss) or any other meastire
of performance under U.S. GAAP. We believe
that EBITDA is viewed as a relevant supplemen-
tal measure of performance in the wireless
industry. The performance that EBITDA meas-
ures excludes our need to replace our capital
equipment over time.

Provision for doubtful accounts. We include
in our operating expenses an estimate of the
amount of our accounts receivable that will
ultimately be uncollectable. We base the esti-
mate on historical data and other relevant fac-
tors, such as the financial condition of the
Russian economy as a whale.

Net operating revenues and EBITDA. 2000
was fundamental in preparing the ground-
work for our objective of returning to prof-
itability. During 2000, after excluding the
effect of the one-time, non-recurring impair-
ment charges related to our AMPS/D-AMPS
network, we improved our financial results
primarily by increasing our subscriber base
and increasing subscriber use of low-cost
federal numbers, which resuited in lower
service costs. This combination of factors
contributed to 21.1% growth in net operat-
ing revenues in the year ended December
31, 2000 compared to the year ended
December 31, 1999, an increase in gross
margin from 58.4% for the year ended
December 31, 1999 to 65.2% for the year
ended December 31, 2000, a 72.4%
decrease in operating loss in 2000 com-
pared to 1999 (after excluding the effect of
one time non-recurring impairment
charges), doubling of EBITDA from US$25.7
million for the year ended December 31,

1999 to US$52.0 mitlion for the year ended
December 31, 2000 and growth of EBITDA
as a percentage of our net operating rev-
enues from 11.4% for the year ended
December 31, 1999 to 19.0% for the year
ended December 31, 2000. 2000 was also
characterized by our efforts to increase rev-
enues by expanding our operations outside
of the Moscow license area, a practice that
we continued in 2001 and intend to continue
during 2002.

In the year ended December 31, 2001, we
became profitable. Our net operating revenues
increased 54.2% in 2001 compared to 2000.
EBITDA increased from US$52.0 million for
2000 to US$148.5 million for 2001, and EBIT-
DA as a percentage of our net operating rev-
enues grew from 19.0% in 2000 to 35.1% in
2001. Growth in EBITDA in 2001 compared to
2000 was primarily due to an increase in our
revenues with a lower increase in correspon-
ding costs.

RESULTS OF OPERATIONS

The tables below show, for the periods indi-
cated, the following statement of operations
data expressed as a percentage of net operat-
ing revenues.

Year Ended Becember 31,

2001 2000 1999
Gonsolidated statement of operations data
Operating revenues:
Service revenues and connection fees 90.7 92.0 91.2
Sales of handsets and accessories 10.2 1.7 ' 139
Other revenues 0.3 0.5 0.3
Total operating revenues 101.2 104.2 105.4
Less revenue-based taxes (1.2) (4.2) (5.4)
Net operating revenues 100.0 100.0 100.0
Operating expenses:
Service costs 17.3 22.2 25.1
Cost of handsets and accessories sold 9.1 12.6 16.3
Cost of other revenuss - 0.1 0.1
Selling, general and administrative expenses 35.3 39.6 39.2
Depreciation and amortization 145 21.9 24.2
fmpairment of long-lived assets - 24.2 -
Provision for doubtful accounts 3.2 6.6 7.9
Total operating expenses 79.4 127.2 112.8
Operating income (loss) 20.6 (27.2) (12.8)
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Year Ended December 31,

2001 2000 1999
Other income and expenses:
Interest income 1.4 15 0.8
Other income (0.1) 0.8 0.2
Gain on trading securities 01 - 0.4
Interest expense (6.4) (7.7) (7.1)
Net foreign exchange loss - (1.0 (1.1)
Total other income and expenses (5.0) (6.4) (6.8)
Income (loss) before income taxes and minority interest 15.6 (33.6) (19.6)
income tax expense (benefit) 4.4 (5.2) (2.5)
Minority interest in net earnings of subsidiaries - - 0.4
Net income (loss) 11.2 (28.4) (17.5)

U.S. Statement of Financial Accounting
Standard, or SFAS, Na. 131, "Disclosures
About Segments of an Enterprise and Related
Information” requires companies o provide
certain information about their operating seg-
ments. Our company now has two reportable
segments - the Moscow license area and the
regions outside of the Moscow license area.
Our management decided to organize our seg-
ments based on geographical areas. Our man-
agement analyzes the reportable segments
separately because of different economic envi-
ronments and the different stages of develop-
ment of markets of wireless telecommunica-
tions services in different geographic areas,
which require different investment and mar-
keting strategies. The Moscow license area is
a more developed market for our company’s
services compared to the regions outside of
the Moscow license area. The regions outside
of the Moscow license area were identified as
a reportable segment in the year ended
December 31, 2001 in accordance with the
quantitative thresholds established in SFAS
No. 131. In the discussion below, financial
information by reportable segment for the
year ended December 31, 2000 is only given
for comparative purposes. In the year ended
December 31, 1999, aperations in the regions
outside of the Moscow license area were not
material. For more information on our
reportable segments, please see Note 20 to
the consolidated financial statements included
elsewhere in this annual report.

Year Ended December 31, 2001
Compared to Year Ended
December 31, 2000

Operating Revenues

Our total operating revenues, net of revenue-
based taxes, increased by 54.2% to US$422.6
million in 2001 from US$274.1 million in
2000. Our total operating revenues increased
by 49.8% to US$427.9 million from US$285.7
million in 2000. Total operating revenues from
our Moscow license area operations increased
by 46.1% to US$416.9 mitlion in 2001 from
US$285.4 million in 2000. Total operating rev-
enues from our operations in the regions
increased by 5,400.0% to US$11.0 million in
2001 from US$0.2 million in 2000. Revenues
from our Moscow license area operations
constituted 97.4% of our total operating rev-
enues in 2001 and 99.9% of our total operat-
ing revenues in 2000. Revenue growth was
primarily due to the overall increase in the
number of our subscribers and an increase in
roaming revenues.

Service revenues and connection fees
increased by 51.9% to US$383.3 million in
2001 from US$252.3 million in 2000. Our rev-
enue-based taxes decreased in 2001 as a
result of changes in Russian legislation that
reduced the rate of revenue-based taxes from
4% to 1% effective January 1, 2001. Gross
revenues from sales of handsets and acces-
sorigs in 2001 increased 35.0% to US$43.2
million from US$32.0 million in 2000, primari-
ly due to an increased number of sales offices
following our acquisition of MSS-Start and an
increase in sale of SIM cards. As a percentage

of net operating revenues, sales of handsets
and accessories decreased to 10.2% in 2001
from 11.7% in 2000, as our sesvice revenues
increased at a faster rate than our revenues
from sales of handsets and accessories.

We believe that service revenues will continue
to increase in 2002 primarily as a result of
continued growth in our subscriber base and
roaming revenues. We also expect that our
service revenues will continue to grow at a
faster rate in the regions than in the Moscow
license area. It is likely that our ARPU will fall
as the penetration rate increases and we con-
tinue to expand our subscriber base in the
regions. We expect revenues from sales of
handsets and accessories to remain stable to
the extent that economic conditions remain
stabie and our subscriber base continues to
increase.

Operating Expenses

Service costs. Our service costs increased
approximately 19.7% to US$72.9 million in
2001 from US$60.9 million in 2000. Qur serv-
ice costs grew at a slower rate than revenues,
which led to an improvement in our gross
margin from 65.2% in 2000 to 73.6% in 2001.
The slower growth in service costs was pri-
marily due to more efficient cost controls and
improved interconnect agreements with tele-
phone line providers. As a percentage of net
operating revenues, our service costs
decreased to 17.3% in 2001 from 22.2% in
2000. This was due in part to the increased
use of federal numbers by our subscribers.
We pay no monthly rental fee and incur much
lower interconnection costs for federal tele-
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phone numbers as compared to local Moscow
telephone numbers. We expect that competi-
tive pressures and new technologies may
reduce certain service costs in the future,
most likely including transport, interconnec-
tions and other traffic costs.

Gost of handsets and accessories sold. Our
cost of handsets and accessories sold
increased by 12.2% to US$38.6 million in
2001 from US$34.4 million in 2000. This
increase was primarily due to increased cost
of sales through our MSS-Start sales offices
and increased sales of SIM cards.

Selling, general and administrative expenses.
Our selling, general and administrative
expenses increased 37.4% to US$149.1 mil-
fion in 2001 from US$108.5 million in 2000.
This increase was primarily due to increased
aggregate subscriber acquisition costs. As a
percentage of net operating revenues, our
selling, general and administrative expenses
decreased to 35.3% in 2001 from 39.6% in
2000, which was primarily a result of
increased productivity and a decrease in aver-
age subscriber acquisition costs to US$37.6 in
2001 from US$74 in 2000.

Depreciation and amortization. Depreciation
and amortization expense in 2001 was
approximately US$61.3 million, a 2.2%
increase compared to the US$60.0 miltion
reported in 2000, not including the one-time
write-down of our AMPS/D-AMPS-related
assets in the fourth quarter of 2000. The
increase in the depreciation and amortization
expense was due to our continuing capital
investments. We expect to continue making
significant capital expenditures in the next few
years as we accelerate the development of our
regional GSM licenses and as we expand our
existing GSM license in the Moscow license
area, which will increase our future deprecia-
tion and amortization expense.

Provision for doubtful accounts. Our provi-
sion for doubtful accounts decreased 26.0%
to US$13.4 million in 2001 from US$18.1 mil-
lion in 2000. This decrease was primarily a
result of the improved quality of our sub-
scriber base and an increase in prepaid sub-
scribers, improved risk management practices
and impraved cash collection procedures.
Looking forward, we expect our provision for
doubtful accounts to continue to decrease as
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a percentage of total revenues due to an antic-
ipated increase in the number of prepaid sub-
scribers. In addition, we are continually
reviewing our collection practices to identify
ways to improve how we monitor and collect
accounts receivable.

Operating Income/Loss

As a result of these improvements, our oper-
ating inceme was U5$87.2 miltion in 2001,
compared to an operating loss of US$74.5
million recognized in 2000. Without the one-
time non-cash write-down of AMPS/D-AMPS-
related assets in the fourth quarter of 2000,
operating income in 2001 would have been
US$74.9 miltion, compared to an operating
loss of US$8.0 million in 2000.

Other Income and Expenses -

Interest expense. Our interest expense
increased 27.5% to US$26.9 million in 2001
as compared to US$21.1 million in 2000. This
increase was primarily due to interest payable
on our outstanding convertible notes issued in
July 2000.

Foreign currency exchange loss and gain

on Russian securities. We recorded a

US$0.1 million foreign currency exchange loss
in 2001 as compared to a foreign currency
exchange loss of US$2.7 million in 2000. We
recorded a US$0.42 miltion gain in 2001 from
Russian securities as compared to a loss of
US$0.04 million in 2000.

Income tax expense. In 2001, we recorded a
US$18.5 million income tax expense compared
to an income tax benefit of US$14.3 million
recorded in 2000. This income tax benefit con-
sisted of current and deferred taxes. Deferred
taxes arose due to differences between the
basis of computing income under Russian tax
principles and U.S. GAAP. As a result of
changes in the law on taxation enacted in
August 2001, our income tax rate is 24% effec-
tive January 1, 2002. This reduction in our
income fax rate resulted in a deferred tax bene-
fit of approximately US$5.8 million in 2001.

Net income and net income per share. In
2001, our net income was approximately
US$47.3 million, or a net income of US$1.41
per common share (US$1.06 per ADS), com-
pared to a net loss of approximately US$77.8
million, or a loss of US$2.57 per common

share (US$1.93 per ADS) in 2000. In 2001, we
reported diluted net income of US$1.18 per
common share (US$0.89 per ADS). Without
the one-time non-cash write-down of
AMPS/D-AMPS-related assets in the fourth
quarter of 2000, net income in 2001 would
have been US$35.0 million or a net income of
US$1.04 per common share (US$0.78 per
ADS). In 2001, before eliminating interseg-
ment net loss of US$0.8 million in 2001 and
intersegment net income of US$1.3 million in
2000, net income for our Moscow license area
operations was US$55.0 million, compared to
a net loss of US$77.0 million in 2000. We
reported a net loss in the regions of US$7.0
million in 2001 and US$2.1 million in 2000
before eliminating the intersegment net
income and loss amounts noted above.

YEAR ENDED DECEMBER 31, 2000
COMPARED TO YEAR ENDED
DECEMBER 31, 1999

Operating Revenues

QOur total operating revenues, net of revenue-
based taxes, increased by 21.1% to US$274.1
million in 2000 from US$226.4 million in
1999. Combined, service revenues and con-
nection fees increased by 22.2% to US$252.3
million in 2000 compared to US$206.5 million
in 1999. This was a result of the more than
doubling of our subscriber base and price
decreases due to our mass market strategy
and increased competition.

Gross revenues from handset and accessory
sales were US$32.0 million in 2000, which is
a 1.6% increase from the US$31.5 million
reported for 1999. As a percentage of net
operating revenues, handset and accessory
sales decreased to 11.7% in 2000 from 13.9%
in 1999. We subsidized handsets as part of
our mass market strategy in 2000, but
decreased our total subsidies by 57.3% as
compared to 1999,

Operating Expenses

Service costs. Our service costs increased by
7.2% to US$60.9 million in 2000 from
US$56.8 million in 1999. This, combined with
service growth of 22.2% in 2000, led to an
improvement in service margin by 28.1% from
US$148.9 million in 1999 to US$190.7 million
in 2000. Reduced interconnect and line rental
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fees accounted for much of the expense
decline. As a percentage of net operating rev-
enues, our service costs decreased to 22.2%
in 2000 from 25.1% in 1999.

Cost of handsets and accessories sold,
Our cost of handsets and accessories sold
decreased by 7.3% to US$34.4 million in
2000 from US$37.1 millicn in 1999 due to
decreased handset subsidies. Most sub-
scribers purchase their handsets either from
us or through one of our dealers when estab-
lishing service on our network.

Selling, general and administrative
expenses. Qur selling, general and administra-
tive expenses increased by 22.3% to US$108.5
million in 2000 from US$88.7 million in 1999,
which is in proportion with our revenue growth.
Excluding advertising and distribution expenses
— the expenses most closely related to the
mass market subscriber component of our
business strategy — our general and administra-
tive expenses increased only by 16.4%. As a
percentage of net operating revenues, our sell-
ing, general and administrative expenses were
39.6%, essentially the same level as 39.2%
reported for 1999. The acquisition costs that
are a companent of our selling, general and
administrative expenses - advertising and dis-
tribution expenses - increased to US$43.2 mil-
lion in 2000 from US$33.2 million in 1999. At
the same time, the number of our newly
acquired subscribers increased by 121.5% in
2000 compared to 1999. Therefore, although
our total acquisition costs have increased along
with subscriber growth, the acquisition cost per
new subscriber decreased from US$137 in
1999 to US$74 in 2000.

Depreciation and amortization. Depreciation
charges for network equipment, buildings and
other assets increased by 6.0% to US$47.5
million in 2000 from US$44.8 million in 1999.
This increase resulted primarily from equip-
ment purchases related to the development of
our GSM network.

Amortization expense increased by 26.0% to
US$12.6 miition in 2000 from US$10.0 million
in 1999. This increase stemmed from an
increase in goodwill as a result of the pur-
chase of 12.0% of shares in our subsidiary,
KB Impuls, from Alcatel. The fair market value
of the net assets acquired was US$12.7 mil-
lion less than the acquisition cost.

Provision for doubtful accounts. Our provi-
sion for doubtful accounts increased by 1.7%
to US$18.1 million in 2000 from US$17.8 mil-
lion in 1999 which is the result of significant
growth in our customer base and churn rate.
However, we experienced an improvement in
our collection practice as bad debt expense as
a percentage of gross revenue in 2000
decreased from 7.5% in 1999 to 6.4% at the
end of 2000.

Operating loss.

We experienced an operating loss of US$74.5
million in 2000 due in part to a one-time
write-down for AMPS/D-AMPS related assets.
Our operating loss without this ane-time
adjustment would be US$8.0 million which is
a significant improvement compared to our
operating loss of US$29.1 million in 1999. See
the discussion above under the heading " -
Expenses — Impairment charges."

Other Income and Expenses

Other income. Our other income primarily
consists of interest income which was equal
to US$4.0 million in 2000 and to US$1.8 mil-
lion in 1999. This increase was due to the suf-
ficient amount of cash we had in our accounts
which we held in short-term deposits. Another
significant item included in other income was
our share of earnings of investee companies
accounted for using the equity method.

Foreign currency exchange loss. Our foreign
currency exchange loss in 2000 was US$2.7
million compared to a loss of US$2.6 million
in 1999. Our foreign currency exchange 10ss
in 2000 related principally to the monetary la-
bilities denominated in euros and monetary
assets denominated in rubles. Foreign curren-
cy exchange loss in 1999 related principally to
the monetary assets denominated in rubles.

Interest expense. Our interest expense
increased to US$21.1 million in 2000 from
US$16.1 million in 1999 due to the increase in
our interest-bearing debt.

Income tax (benefit) expense. In 2000, we
recognized an income tax benefit in the
amount of US$14.3 million mainly due to a
deferred tax benefit attributable to the one-
time non-cash write-down for AMPS/D-AMPS
related assets. In 1999, we recorded a US$5.6
million income tax benefit which arose due to

a decrease in the income tax rate from 35.0%
to 30.0% which became effective on April 1,
1999. In 2000, we recorded a US$2.7 million
income tax expense which was due to an
increase in the income tax rate from 30.0% to
35.0% effective January 1, 2001. See the dis-
cussion above under the heading * —
Expenses - Impairment charges.’

Net loss and net foss per share. Our net
foss for the year ended December 31, 2000,
including an impairment charge and related
tax adjustments, was US$77.8 million. In the
year ended December 31, 2000, we recorded
an impairment charge of US$66.5 million
(US$43.2 million net of related tax adjust-
ments). We ended the year with a net loss of
US$34.6 million (calculated before a one-time
non-cash write-down for AMPS/D-AMPS relat-
ed assets and related tax adjustments), 12.6%
less than the US$39.6 million net loss report-
ed for 1999. No similar charge was recorded
in the year ended December 31, 1999. See the
discussion above under the heading " -
Expenses — Impairment charges.”

Our net loss per share of common stock was
US$2.57 in the year ended December 31, 2000,
compared to US$1.71 in the year ended
December 31, 1999. The increase in loss per
share of common stock was due to the increase
in net loss, partially offset by an increase in the
number of weighted average shares to
30,264,000 in the year ended December 31,
2000, compared to 23,181,000 in the year ended
December 31, 1999. The increase in weighted
average shares resulted from the issue of com-
mon stock in 2000, partially offset by the acqui-
sition of treasury stock in 2000. Our net loss per
share calculated before a one-time non-cash
write-down for AMPS/D-AMPS related assets
and related tax adjustments was US$1.14 for the
year ended December 31, 2000.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2001, our cash and cash
equivalents balance was US$144.2 million and
our working capital was US$52.1 million. The
decrease in our working capital during 2001
was primarily due to increases in subscriber
deposits, accounts payable and short-term
portions of bank loans and equipment financ-
ing obligations. As of December 31, 2000, our
liquidity improved significantly compared to
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December 31, 1999. As of December 31,
2000, our cash and cash equivalents balance
was US$152.1 million and our working capital
was US$122.3 million, compared to our cash
and cash equivalents balance of US$35.6 mil-
lion and working capital deficit of US$38.8
million as of December 31, 1999.

Operating activities. In 2001, we generated
US$101.1 million of net cash from operating
activities, a significant improvement from
US$8.6 million of net cash generated from
operating activities in 2000. This improvement
was primarily due to the increased profitability
of aur operations in 2001 compared to 2000.
In 2000, we generated US$8.6 million of net
cash from operating activities, a 62.6%
decrease from US$23.0 million in 1999. The
decrease in net cash generated by operating
activities in 2000 was primarily attributable to
an increase in accounts receivable caused by
the growth of our subscriber base, VAT receiv-
ables and a decrease in accounts payable and
accrued expenses.

Financing activities. Lower cash from operat-
ing activities in 1999 necessitated that we look
elsewhere for additional capital to fund our
scheduled capital expenditures. We entered into
two key financing transactions in 1999. in order
to finance the development of our networks
and systems, we issued to Telenor 31.6% of
our common stock, which represented 25.7%
of our voting capital stock, for US$162.0 mil-
lion, of which US$137.6 million, net of expens-
es, was paid in 1999. The last payment of
US$22.7 million was made in January 2000.

In January 1999, we entered into a US$27.8
million standby two-year credit facility with
Sberbank, Russia’s largest bank. We utilized
US$15.0 million of this credit facility in April
1999 and US$5.0 million in May 1999. Interest
on amounts outstanding accrued at an annual
rate of 16% and this loan was secured by
common stock ptedged by Dr. Zimin, our
founder and honorary President. In June 1999,
we repaid in full all outstanding amounts and
terminated the Sberbank facility.

In 2000, we entered into three key financing
transactions to fund our scheduled capital
expenditures.

In April 2000, Sberbank provided us with a
four-year secured credit line. We have drawn
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down the entire credit line, which is currently
approximately US$66.8 million. The credit line
currently bears interest at a rate of 14% per
annum, and the interest rate may change if
certain events occur, such as a change in
Russian law or increased costs of Sherbank to
provide this credit line. The credit line will be
repaid in eight equal installments, on a quar-
terly basis, commencing in July 2002. The
credit line is currently secured by a pledge of:

e common stock of our subsidiary MSS-Start;

o common stock of our affiliate BeeLine-
Samara;

@ certain of our GSM and D-AMPS network
equipment, GPRS equipment and equipment
used in our fiber optic network;

@ certain buildings in Moscow owned by our
company and our subsidiaries, inctuding
buildings that we use as an administrative
and sales office, warehouse and operating
facility and to house the main switches for
our GSM and D-AMPS networks; and

@ 0Ur company’s promissory notes.

In July 2600, we compieted the public offering
of 4,858,233 ADSs (representing 3,643,675
shares of our commen stock) that raised
US$79.4 million of net proceeds. At the same
time, we completed a public offering of senior
convertible notes that raised US$70.3 million
(net of cost of issuance). Unless previously
converted, the senior convertible notes will
mature on July 28, 2005. Holders of the sen-
ior convertible notes have been able to con-
vert the notes into ADSs since September
2000 at the conversion price of US$27.0312
per ADS, subject to certain adjustments. We
pay cash interest on the senior convertible
notes at the rate of 5.5% per annum and inter-
est payments are made semi-annually on
January 28 and July 28 of each year. Unless
previously converted or redeemed, we will
repay the senior convertible notes at 135.41%
of their principal amount, which represents a
yield to maturity of 11% compounded on a
semi-annual basis. The senior convertible
notes were issued by VimpelCom B.V., a
wholly owned subsidiary of VimpelCom
Finance B.V., which is a wholly owned sub-
sidiary of our company. We 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.
Concurrent with the offerings made in July

2000, in a private transaction, Telenor pur-
chased 2,400,532 ADSs at the public offering
price for US$51.9 million. Prior to this pur-
chase, in June 2000, we entered into a US$50
million working capital bridge facility with
Telenor and drew down the full amount of the
facility. We repaid the total amount of borrow-
ings plus accrued interest of US$0.3 million
and structuring and facility fees of US$0.8
million in July 2000.

In April 2001, VimpeiCom-Region acquired
93% of the shares of common stock of Closed
Joint Stock Company "Cellular Company,” a
wireless AMPS telecommunications operator
in Novosibirsk, for approximately US$4.5 mil-
lion. In February 2002, VimpelCom-Region
acquired an additional 5% of the stock of
Cellular Company for US$0.2 million and now
holds a 98% interest. The remaining 2% of
Cellutar Company is owned by our wholly
owned subsidiary KB Impuls. in November
1999, Cellular Company received a US$3.1
million loan from Sberbank. As of December
31, 2001, approximately US$1.2 million of this
loan was outstanding. The loan bears interest
at an annual floating rate, and as of December
31, 2001, the interest rate was 4%. The loan
is being repaid in quarterly installments in
2002 and 2003 and is secured by a building in
Novosibirsk owned by Cellular Company, cer-
tain of Cellular Company’s network equipment
and pledges of shares of Cellular Company.
The loan is guaranteed by VimpelCom-Region.

In addition, as of December 31, 2001, Cellular
Company had aggregate principal indebted-
ness under lease agreements entered into with
Motorola of US$4.2 million related to network
equipment. Approximately US$954,000 under
a 1997 lease agreement is due in June 2002,
approximately US$365,000 under a 1999 lease
agreement is due in November 2002 and
amounts under the 1997 lease agreement and
1999 lease agreement accrue interest at an
annual rate of LIBOR plus 4%. Cellular
Company has been unable to make payments
under a 1996 lease agreement following
Motorola’s transfer in 1998 of the outstanding
indebtedness to a third party located outside
of the Russian Federation. The third party has
not produced documents to the Central Bank
of Russia providing legal titie to the payments.
Receipt by the Central Bank of Russia of such
documents is necessary in order for Cellular
Company to make payments to a foreign legal
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entity. As of December 31, 2001, the outstand-
ing principal amount under the 1996 lease
agreement was approximately US$2.9 million.

In November 2001, Alfa Group completed the
purchase of 5,150,000 newly-issued shares of
our common stock for US$103.0 million.
Under the terms of the transaction signed in
May 2001, VimpelCom-Region will raise up to
US$337 million (if we and Telenor exercise the
options discussed below to invest directly in
VimpelCom-Region). Alfa Group's US$103 mil-
lion investment represents the first tranche of
this investment. We contributed this US$103
million (together with an additional US$15.64
million of our own funds, calculated at the
exchange rate as of the date of contribution)
as equity to VimpelCom-Region. In addition,
approximately US$117 million will be raised
directly by VimpelCom-Region through two
capital increases to be subscribed by Alfa
Group in November 2002 and November 2003,
subject to extension in certain cases, for a
total investment of US$220 million.
Furthermore, our company and Telenor have
options, either collectively or individually, to
invest up to an aggregate of US$117 million
directly in VimpelCom-Region simultaneously
with Alfa Group’s second and third contribu-
tions. If our company and Telenor exercise
these options in full, we will each invest
US$58.5 million in VimpelCom-Region.
However, if either our company or Telenor
does not exercise its respective options in full
or at all, any unexercised options may be exer-
cised by the other company. We have pro-
posed accelerating the timing for our compa-
ny’s and Tefenor’s contributions to November
2002, subject to extension in certain cases. We
have proposed to commit to provide
VimpelCom-Region with a combination of
secured loans, guarantees and leases of equip-
ment and other assets with a total value of up
to US$92 million, either directly or through a
subsidiary. The value of the leases would be
the depreciated value of the equipment and
other assets determined when entering into the
lease. We would also commit to provide
VimpelCom-Region with unsecured credits,
either directly or through a subsidiary, of up to
US$30 million, with terms up to six years.
These amounts would be reduced on a dollar-
for-dollar basis by any amounts disbursed by
our company to VimpelCom-Region, whether
directly or indirectly, as of the date that the
obligation enters into force. The proposed

changes to the Primary Agreement among our
company, Telenor and Alfa Group and related
documentation have been approved by our
board of directors and remain subjsct to
approval by our shareholders at the annual
general meeting to be held on May 15, 2002,
approval by Telenor and certain other condi-
tions, including execution of an amendment to
the Primary Agreement and related documen-
tation by all of the parties thereto.

In addition to Alfa Group’s purchase of newly-
issued shares from our company, in November
2001, Alfa Group also purchased 6,426,600
shares of preferred stock and 113,102 shares
of our common stock, for an aggregate con-
sideration of approximately US$26.9 million,
from entities controlled by Dr. Dmitri Zimin,
our founder and honorary President. In addi-
tion, in order to maintain its percentage own-
ership stake in our company, Telenor pur-
chased 3,744 shares of our common stock
that we were holding as treasury shares for a
purchase price of approximately US$74,880
and 1,233,369 shares of our common stock
from entities controlled by Dr. Zimin, for
approximately US$24.6 million. Alfa Group
recently reported that it owned 25% plus two
shares of our voting capital stock and Telenor
recently reported that it owned 25% plus 13
shares of our voting capital stock.

We rely heavily on equipment financing to
develop our GSM networks. The following is a
summary of our key arrangements of this type:

o KB Impuls entered into a vendor financing
arrangement with Alcatel in connection with
the purchase of equipment for and the build-
out of our GSM network in the Moscow
license area. As of December 31, 2001, KB
Impuis’s indebtedness to Alcatel was US$92.5
million. This indebtedness is guaranteed by
our company and was incurred at various
times, commencing in 1996, and bears inter-
est at six month dollar LIBOR plus 4% (for the
oldest debt), six month EURIBOR plus 3.5%
(for debt incurred from August 2000 through
December 31, 2001) and six month EURIBOR
plus 2.9% (for debt incurred since January 1,
2002). This indebtedness is secured by the
equipment acquired from Alcatel with the pro-
ceeds of the arrangement and is due on vari-
ous dates through 2005. Some of the indebt-
edness to Alcatel that has been fully repaid
bore interest at six month EURIBOR plus 9%.

@ In September 2001, VimpelCom-Region
entered into a vendor financing arrangement
with Alcatel in connection with the build out of
our GSM network in the Central and Central
Black Earth license area. As of December 31,
2001, 17.4 million euros (approximately
US$15.3 million) were outstanding. This
indebtedness is guaranteed by our company,
bears interest at three month EURIBOR plus
2%, and is to be repaid in December 2002.
This indebtedness is secured by the equip-
ment acquired from Alcatel with the proceeds
of the arrangement.

® For the development of our D-AMPS net-
work, we relied significantly on lease financing
provided by Ericsson. In July 2000, we pur-
chased the leased equipment and the capital
lease obligation of US$54.0 million and accrued
interest of US$1.5 million were repaid in full.

@ In December 2001, VimpelCom-Region
entered into a US$16.6 miilion vendor financ-
ing arrangement with Ericsson. As of
December 31, 2001, approximately US$16.7
million (which includes accrued interest) was
outstanding. Indebtedness under this arrange-
ment bears interest at an annual rate of LIBOR
{for the period from the date of an advance to
maturity) plus 2% and is to be repaid on
December 31, 2002, subject to acceleration in
the event that payment of VimpelCom-Region’s
indebtedness with Alcatel is required. This
indebtedness is secured by equipment
acquired from Ericsson with the proceeds and
is not guaranteed by our company:

The following table summarizes the contractu-
al principal maturities of long-term debt that is
currently outstanding and our minimum pay-
ments required under our convertible notes,
capital lease obligations, equipment financing
obligations and bank loans as of December
31, 2001. in November 2001, we announced
our intention to raise, subject to market and
other conditions, debt financing through the
issuance of notes in the international bond
markets. The offering of notes is currently
anticipated to close during the first half of
2002. The table below does not account for
any amounts that may be received by our
company if we are able to raise such debt
financing. We cannot assure you that we will
be successful in raising this financing.
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Year Convertible Gapital Lease Equipment Financing

Notes Obligations Obligations Bank Loans Total

(in millions of U.S. dollars)

2002 - US$4.2 Us$68.3 Us$17.9 US$90.4
2003 - - 36.0 334 69.4
2004 - ~ 17.3 16.7 34.0
2005 Us$81.0 - 2.9 - 83.9
2006 - - - - -
Thereafter - - - - -
Total US$81.0 Uss$4.2 S$124.5 US$68.0 US$277.7

Investing activities. We purchase network
equipment, telephone line capacity, frequency
allocations, buildings and other assets as a
part of the ongoing development of our wire-
fess networks. In 1999, we paid US$70.2 mil-
lion for network equipment, telephone line
capacity and other assets and costs related to
the allocation of frequency under certain GSM
licenses. In addition, as part of the purchase
price for equipment valued at US$21.8 million,
in 1996, KB Impuls issued to Alcatel common
shares representing 12% of the capital stock
of KB Impuls. In 1999, we accelerated our
purchase of Alcatel’s shares in KB Impuls for

Location

US$29.5 million. In 2000, we spent US$81.8
million on equipment, intangible assets and
other assets. In March 2000, we acquired the
remaining 50% of voting shares in our sub-
sidiary, RTI Service-Svyaz, that we did not
previously own for US$3.0 million, thus
increasing our ownership interest in RTI
Service-Svyaz to 100%. In January 2001, we
acquired all of the outstanding shares of com-
mon stock of Closed Joint Stock Company
MSS-Start, which operated under the trade
name "Mobile Center," for approximately
US$3.2 million. Mobile Center was a retail
dealer for mobile communications companies.

In April 2001, VimpelCom-Region acquired
93% of the shares of commaon stock of
Cellular Gompany, a mobile telecommunica-
tions operator in Novasibirsk, for approxi-
mately US$4.5 million. In February 2002,
VimpelCom-Region acquired an additional 5%
of the shares of Cellular Company for approxi-
mately US$0.2 million.

Future capital requirements. Wireless serv-
ice providers require significant amounts of
capital to construct networks and attract sub-
scribers. The following table sets forth our
estimated capital expenditures for 2002.

Total

Moscow license area
Regions

Total

In addition to the amounts noted above, our
company plans to invast up to US$83.0 million
in 2002 in connection with the acquisition of
existing wireless operators in various license
areas in the regions outside of Moscow.

We anticipate that our aggregate capital expendi-
tures for 2002, 2003 and 2004 wiil be approxi-
mately US$950.0 million. We estimate that
approximately one third of these capital expendi-
tures will be for our Moscow license area opera-
tions and that approximately two thirds of these
capital expenditures will be for our operations in
the regions outside of the Moscow license area.

We anticipate that the funds necessary to
meet our current capital requirements and
those to be incurred in the foreseeable future
will come from:
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@ cash currently held by our company;

@ investments in VimpelCom-Region made by
Alfa Group or to be made by Alfa Group
and, if it exercises its option, Telenor;

o debt financing;

@ operating cash flows;

@ vendor financing; and

@ borrowings under bank financings.

We believe that funds from a number of these

sources, coupled with cash on hand, will be

sufficient to meet our projected capital
requirements for the next 12 months.

BASIS OF PRESENTATION
OF FINANCIAL RESULTS

We maintain our records and prepare our
statutory financial statements in accordance

(in millions of U.S. dollars)

...................................................................................... Us$177.0

with Russian accounting principles and tax

legislation and in accordance with U.S.

GAAP. Our consolidated financial statements

have been prepared in accordance with U.S.

GAAP. They differ from our financial state-

ments issued for statutory purposes in

Russia in that they reflect certain adjust-

ments not recorded in our statutory books

that are necessary to present our financial

position, results of operations and cash flows

in accordance with U.S. GAAP. The principal

adjustments relate to:

@ revenue recognition;

@ recognition of interest expense and other
operating expenses;

e valuation and depreciation of property and
equipment;

@ foreign currency translation;

o deferred income taxes;




Financial Information

® capitalization and amortization of telephone
line capacity;

o vafuation allowances for unrecoverable
assets;

@ capital leases; and

e consolidation and accounting for sub-

sidiaries.

The consolidated financial statements set
forth elsewhere in this annual report include
the accounts of our company and our consoli-
dated subsidiaries. Our consolidated financial
statements also include the accounts of
VimpelCom (BV!) Ltd., a special-purpose enti-
ty affiliated with and controlled by our compa-
ny, and VC Limited, a wholly cwned subsidiary
of VimpelCom (BVI1) Ltd. All inter-company
accounts and transactions have been eliminat-
ed. We have used the equity method of
accounting for companies in which our com-
pany has significant influence. Generally, this
represents voting stock ownership of at least
20% and not more than 50%.

We pay taxes computed on income reported
for Russian tax purposes. We base this com-
putation on Russian tax rules, which differ
substantially from U.S. GAAP. Certain items
that are capitalized under U.S. GAAP are rec-
ognized under Russian accounting principles
as an expense in the year paid. In contrast,
numerous expenses reported in the financial
statements prepared under U.S. GAAP are
not tax deductible under Russian legislation.
As a consequence, our effective tax charge is
different under Russian tax rules and under
U.S. GAAP.

INFLATION

The Russian government has battled inflation
for the last decade and had made significant
progress by the mid-1990s. In 2000, inflation
fell from 36.5% in 1999 to 20.2%. Inflation
was 18.6% in 2001. We set prices for our
products and services in U.S. dollars in order
to help insulate us from the volatility of the
ruble. However, inflation affects the purchas-
ing power of our mass market subscribers.

FOREIGN CURRENCY TRANSLATION

We report to Russian tax authorities and
maintain statutory accounting records in

rubles. The consolidated financial statements
have been prepared in accordance with U.S.
GAAP and are stated in U.S. dollars which is
our functional currency. Accordingly, transac-
tions and balances not already measured in
U.S. dollars have been translated into U.S.
dollars in accordance with the relevant provi-
sions of SFAS No. 52, "Foreign Currency
Translation." Under SFAS No. 52, revenues,
costs, capital and non-monetary assets and
liabilities are translated at historical exchange
rates prevailing on the transaction dates.
Monetary assets and liabilities are translated
at exchange rates prevailing on the balance
sheet date. Exchange gains and losses arising
from translation of monetary assets and liabii-
ities that are not denominated in U.S. dollars
are credited or charged to operations.

The ruble is not fully convertible outside
Russia. From 1995 until August 17, 1998, the
Russian government and the Central Bank of
Russia had generally kept the ruble trading
within a fixed exchange rate band. However,
after the government’s announcement on
August 17, 1998 to widen the ruble corridor to
plus or minus 9.5 rubles per U.S. doliar, the
value of the ruble plummeted from approxi-
mately 6.2 rubles per U.S. dollar to 20.7 rubles
per U.S. dollar, losing over 70% of its value.
The ruble continued to devalue in 1999, but
stabilized in 2000. On December 31, 1999, the
ruble-U.S. dollar exchange rate was 27.00
rubles per U.S. dollar and on December 31,
2000, it was 28.16 per U.S. dollar. On
December 31, 2001, the ruble-U.S. dollar
exchange rate was 30.14 rubles per U.S. dollar.

To the extent permitted by Russian law we
keep our readily available cash in U.S. dollars
in order to manage against the risk of ruble
devaluation.

We have implemented a number of risk man-
agement activities to minimize currency risk
and exposure. To minimize the risk of ruble
fluctuations and devaluation, we list tariffs and
calculate monthly bills in U.S. dollar equiva-
lent units, although we continue to receive
payment in rubles, in accordance with applica-
ble law. As a result, subscribers now pay their
bills at the prevailing U.S. dollar-ruble
exchange rate on the date that payment is
made. Subscribers are also charged a 1% sur-
charge to cover the cost of converting rubles
into U.S. dollars.

We have certain foreign currency liabilities,
primarily associated with the purchase of net-
work equipment. Under our agreements with
Alcatel, we must remit payments in U.S. dol-
lars and eurcs. VimpelCom-Region is to remit
payments to Ericsson in U.S. dollars and to
Alcatel in euros. Principal and interest on our
convertible notes and our obligations to
Sberbank are to be péid in U.S. dollars. Under
applicable law, we are permitted to buy hard
currency to settle these contracts. To decrease
the risk of fluctuation of the euro versus the
U.S. dollar, we attempt to purchase euros in
advance.

CRITICAL ACCOUNTING POLICIES

Revenue Recognition

We recognize service revenugs when we ren-
der services to our subscribers. Revenues
from handsets and accessories are recognized
in the period in which the handsets and acces-
sories are sold. Revenues on prepaid cards are
deferred and recognized when the services are
rendered. Our revenues are stated net of value-
added taxes charged to our subscribers.

Property and Equipment

We state our property and equipment at his-
torical cost. We depreciate our telecommuni-
cations equipment, including equipment
acquired under capital leases, using the
straight-line method over its estimated useful
life of nine and one half years. We depreciate
buildings and leasehold improvements using
the straight-line method over estimated useful
lives of 20 years. Office and measuring equip-
ment, vehicles and furniture are depreciated
using the straight-line method over estimated
useful lives ranging from five to 10 years.

Intangible Assets

We capitalize payments made to third party
suppliers to acquire access to and for use of
telephone lines. We account for these pay-
ments as intangible assets and they are amor-
tized on a straight-line basis over 10 years.
Our other intangible assets, principally our
licenses, are amortized on a straight-line basis
over their estimated useful lives, generally
four to 10 years.

In accordance with Accounting Principles

Board Opinion No. 17, “Intangible Assets®, we
continue to evaluate the amortization period to
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determine whether events or circumstances
warrant revised amortization periods.
Additionally, we consider whether the carrying
value of such assets should be reduced based
on the future henefits of our intangible assets.

Allowance for Doubtful Accounts

The allowance estimation process requires
management to make assumptions based on
historical results, future expectations, the eco-
nomic and competitive environment, and other
relevant factors. Allowances for doubtful
accounts receivable are maintained based on
historical payment patterns, aging of accounts
receivable and actual write-off history. We
maintain allowances for doubtful accounts for
estimated losses from our subscribers’ inabili-
ty to make payments that they owe us. In
order to estimate the appropriate level of this
allowance, we analyze historical bad debts,
current economic trends and changes in our
customer payment patterns. If the financial
condition of our subscribers were to deterio-
rate and to impair their ability to make pay-
ments to us, additional allowances might be
required in future periods.

RECENT ACCOUNTING
PRONOUNCEMENTS

In July 2001, the FASB issued SFAS No. 141,
"Business Combinations,” and SFAS No. 142,
"Goodwill and Other Intangible Assets," effec-
tive for fiscal years beginning after December
15, 2001. Under the new rules, goodwill and
intangible assets deemed to have indefinite
lives will no longer be amortized but wilt be
subject to annual impairment tests in accor-
dance with the Statements. Other intangible
assets wiil continue to be amortized over their
useful lives. We will apply the new rules on
accounting for goodwill and other intangible
assets beginning in the first quarter of 2002.
Our company has not yet completed the eval-
uation of the impact of these new accounting
standards. During 2002, our company will per-
form the first of the required impairment tests
of goodwill and indefinite lived intangible
assets as of January 1, 2002 and has not yet
determined what the effect of these tests will
be on our earnings and financial position.

In August 2001, the FASB issued SFAS No. 143,

‘Accounting for Asset Retirement Obligations.”
This statement deals with the costs of closing
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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 ulti-
mately settled, any difference between the final
cost and the recorded liability is recognized as
a gain or loss on disposition. SFAS No. 143 is
effective for years beginning after June 15,
2002. We are currently evaluating the impact
the pronouncement will have on future consoli-
dated financial statements.

In August 2001, the FASB issued SFAS No.
144, "Accounting for the Impairment or
Disposal of Long-Lived Assets.” This state-
ment addresses financial accounting and
reporting for the impairment of disposal of
long-lived assets and supersedes SFAS No.
121, "Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to Be
Disposed Of," and the accounting and report-
ing provisions of Accounting Principles Board
Opinion No. 30, "Reporting the Results of
Operations — Reporting the Effects of Disposal
of a Segment of a Business, and
Extraordinary, Unusual and Infrequently
Occurring Events and Transactions," for the
disposal of a segment of a business (as previ-
ously defined in that opinion). This statement
also amends Accounting Research Bulletin No.
41, "Consalidated Financial Statements,” to
eliminate the exception to consolidation for a
subsidiary for which control is likely to be
temporary. The provisions of the statement
will be effective for financial statements
issued for fiscal years beginning after
December 15, 2001. We are currently evaluat-
ing the impact the pronouncement will have
on future consolidated financial statements.

QUALITATIVE AND QUANTITATIVE DIS-
CLOSURES ABOUT MARKET RISK

We are exposed to market risk from
adverse movements in foreign currency
exchange rates and changes in interest
rates on our obligations. In accordance with
our policy, we do not enter into any treas-
ury management transactions of a specula-
tive nature.

The ruble is generally non-convertible out-
side Russia, so our ability to hedge against
further devaluation by converting to other

currencies is limited. Further, our ability to
convert rubles into other currencies in Russia
is subject to rules that restrict the purposes
for which conversion and payments of for-
eign currencies are allowed. To the extent it
is permitted under Russian regulations, we
keep our cash and cash equivalents in inter-
est bearing accounts, in U.S. dollars, in order
to manage against the risk of ruble devalua-
tion. However, we do have bank accounts
denominated in Russian rubles. Although we
attempt to match revenue and cost in terms
of their respective currencies, we may expe-
rience economic loss and a negative impact
an earnings as a result of foreign currency
exchange rate fluctuations. Under Russian
profit tax rules, maintaining cash balances
denominated in U.S. dollars creates taxable
translation gains.

Given that much of our capital expenditures
and operating costs are indexed to, or denom-
inated in, U.S. dollars, including service costs,
employee compensation expenses and interest
expenses, we have taken specific steps to
minimize our exposure to fluctuations in the
ruble. Although Russian currency control reg-
ulations require us to collect virtually all of our
revenues in rubles, we price and invoice in
U.S. dollars and index our invoices and collec-
tions to the applicable U.S. dollar exchange
rates. The average period of bank transfer
from our customers’ bank accounts to our
bank accounts is one business day. Our aver-
age daily cash receipts exceed US$1.5 million.
This amount represents an exposure to
changes in the exchange rate of the ruble in
respect of money in transit.

Most of our equipment financing obligations is
denominated in euros, which exposes us to
risks associated with the changes in suro
exchange rates. Our treasury function has
developed risk management policies that
establish guidelines for limiting foreign cur-
rency exchange rate risk.

The following table summarizes information
on our financial instruments that are sensitive
to foreign currency exchange rates, including
foreign currency denominated debt obliga-
tions. Fair value at December 31, 2001
approximates total value.




Financial Information

Years Ended December 31,

At Dec. 31, At Dec. 31,

2002 2003 2004 2005 2006 Thereafter 2001 2000
(U.S. dollars in thousands)
Assets
Cash and cash equivalents
Russian rubles $21,670 $- $- $- $- & $21,670 $15,180
Euros $11,807 $- $- $- $- $- $11,807 $84
Short-term investments
Russian rubles $920 $- $- $- $- $- $920 $550
Liabilities
Long-term debt, including current portion
Variable rate (EURIBOR plus 9%} $- $- & $- $- $- $- $14,792
Variable rate (EURIBOR plus 3.5%) $18,673  $20,207 $17,329 $2,864 $- & $59,073 $11,938
Variable rate (EURIBOR plus 2%) $15,343 $- $- $- $- $- $15,343 $-
Bank of Russia: US$/RUR exchange rate 30.14 - - - - - - -
Bank of Russia: EUR/USS cross rate 0.8789 - - - - - - -
Our primary equipment financing facility In 2000, we issued senior convertible notes directly linked to the change in market inter-
with Alcatel bears interest at LIBOR plus bearing interest at a fixed rate. In 2000, we est rates. The following table provides infor-
4.0% or EURIBOR plus 3.5% or the euro also made drawings under a credit line from mation about the maturity of our debt obliga-
three month EURIBOR rate plus 2%. Sberbank. The interest rate under the tions that are sensitive to changes in interest
Approximately US$107.8 million (inciuding Sberbank credit line as of December 31, rates. The fair value of the Sherbank credit
US$74.4 million denominated in euras) was 2001 was 14%, subject to change by line approximates total value. The fair value
outstanding at December 31, 2001 and Sberbank if certain events occur, such as a of the senior convertible notes based on
US$79.3 million (including US$26.7 million change in Russian law or increased cost of quoted market prices was approximately
denominated in euros) was outstanding at Sberbank to provide this credit line. This US$86.2 million as of December 31, 2001.
December 31, 2000. potential change in the interest rate is not
Years Ended December 31,
At Dec. 31, At Dec. 31,
2001 2000
2002 2003 2004 2005 2006 Thereafter Total Total
(U.S. dollars in thousands)
Bank loans $17,852 $33,400 $16,700 - - - $67,952 $66,800
Fixed rate (14% is subject
to change by Sberbank) 4%-14% 14% 14% - - - - -
Senior convertible notes - - - - $81,027 - $81,027 $76,702
Fixed rate - - - - 12.52% - - -

Our cash, cash equivalents and shert-term investments are not subject to any material interest rate risk.
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Report of Independent Auditors

The Board of Directors and Shareholders
Open Joint Stock Company "Vimpel-Communications"

We have audited the accompanying consolidated balance sheets of Open Joint Stock Company 'Vimpel-Communications
("VimpelCom") as of December 31, 2001 and 2000, and the related consolidated statements of operations, shareholders’ equity and
cash flows for each of the three years in the period ended December 31, 2001. These consolidated financial statements are the
responsibility of VimpelCom's management. Our responsibility is to express an opinion on these consolidated financial statements

based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of mate-
rial misstatement. An audit includes examining, an a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well

as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated finan-
cial position of Open Joint Stock Company "Vimpel-Communications" at December 31, 2001 and 2000, and the consolidated results

of its operations and its cash flows for each of the three years in the period ended December 31, 2001, in conformity with account-

ing principles generally accepted in the United States of America.

gﬁ.on 430-«-—.) (("'5)9/«:&4

March 14, 2002
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Consolidated Balance Sheets

December 31

2001 2000

Assets

Current assets:

Cash and cash equivalents (Note 4)

Short-term investments

Trade accounts receivable, nat of allowance for doubtful accounts of US$8,598
in 2001 and US$6,979 in 2000 (Note 17)

Inventory

Deferred income taxes (Note 16)

QOther currant assets (Note 5)

Total current assets

Property and equipment, net (Note 6)
Intangible assets, net (Note 7)

Due from related parties (Note 18)
Unamortized bond issue costs (Note 11)
Other assets (Note 9)

Total assets

Liabilities and shareholders’ equity

Current fiabilities:

Accounts payable

Due to related parties (Note 18)

Accrued liabitities

Deferred revenue

Customer deposits

Capital lease obligation {Note 13)

Bank loans, current portion (Note 10)

Equipment financing obligations, current portion {Note 12)

Total current liabilities

Deferred income taxes (Note 16)

Bank loans, less current portion (Note 10)

5.5% Senior convertible notes due July 2005 (Note 11)
Equipment financing obligations, less current portion (Note 12)
Minority interest

Shareholders’ equity (Note 14):

Convertible voting preferred stock {.005 rubles nominal value per share),
10,000,000 shares authorized; 6,426,600 shares issued and outstanding

Common stock {(.005 rubles nominal value per share), 90,000,000 shares authorized;
40,332,201 shares issued (2000: 35,182,201)

Additional paid-in capital

Retained earnings

Treasury stock, at cost, 2,330,926 shares of comman stock (2000: 2,330,926)

Total shareholders’ equity

Total liabilities and shareholders’ equity

See accompanying notes.

o

(In thousands of US dollars,
except share amounts)

US$ 144,172 US$ 152,141

g20 550
49,678 29,666
10,505 10,976

8,940 11,312
43,772 30,829
263,987 235,474
535,405 356,666
70,926 79,649
951 1,223
3,618 4,380
50,919 22,923

US$ 925,806 US$ 700,315

USS$ 42,680 US$ 28,356
883 2,003
13,035 13,134
1,874 1,747
63,019 33,243
4,208 -
17,852 -
68,290 34,721
211,841 113,204
18,214 29,922
50,100 66,800
81,027 76,702
56,196 44,541
307 523

90 89
504,876 412,680
65,748 18,447
(62,593) (62,593)
508,121 368,623

US$ 925,806 US$ 700,315

Bbwnenkom Mogosoi ovyer 49 4




Consolidated Statements of Operation

Years ended December 31

2001 2000 1999

(In thousands of US dollars, except per share (ADS) amounts)
Operating revenues:
Service revenues and connection fees US$ 383,321 US$ 252,333 US$ 206,542
Sales of handsets and accessories 43,228 32,031 31,457
Other revenues 1,347 1,309 638
Total operating revenues 427,896 285,673 238,637
Revenue-based taxes (5,294) (11,537) (12,232)
Net operating revenues 422,602 274,136 226,405
Operating expenses:
Service costs 72,942 60,913 56,779
Cost of handsets and accessories sold 38,626 34,443 37,103
Cost of other revenues 120 157 242
Selling, general and administrative expenses 149,052 108,482 88,704
Depreciation 48,690 47,458 44,801
Amortization 12,616 12,564 9,998
Impairment of long-lived assets (Note 8) - 66,467 -
Provision for doubtful accounts 13,406 18,148 17,845
Total operating expenses 335,452 348,632 255,472
Operating income (loss) 87,150 (74,496) (29,067)
Other income and expenses:
interest income 5,733 4,039 1,756
Other income 2,097 2177 754
Other expenses (2,578) (25) (189)
Gain (loss) on trading securities 420 (44) 905
Interest expense (26,865) (21,089) (16,074)
Net foreign exchange loss (110) (2,661) {2,572)
Total other income and expenses (21,303) (17,603) (15,420)
Income (loss) before income taxes and minority interest 65,847 (92,099) (44,487)
Income tax expense (benefit) (Note 16) 18,539 (14,343) {5,564)
Minority interest in net earnings of subsidiaries 7 45 673
Net income (loss) US$ 47,301 US$ (77,801) US$ (39,596)
Basic EPS:
Net income (loss) per common share US$ 1.41 US$ (2.57) Us$ (1.71)
Weighted average common shares outstanding 33,642 30,264 23,181
Net income (loss) per ADS equivalent US$ 1.06 US$ (1.93) US$ (1.28)
Diluted EPS:
Net income (loss) per common share Uss$ 1.18 US$ (2.57) USS$ (1.71)
Weighted average common shares outstanding (Note 19) US$ 40,068 US$ 30,264 Us$ 23,181
Net income (loss) per ADS equivalent Us$ 0.89 US$ (1.93) US$ (1.28)
See accompanying notes.
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Consolidated Statements
of Shareholders’ Equity

Years ended December 31, 2001, 2000 and 1999

Additional
Common Stock Paid-in Retained Treasury
Shares Amount Capital Earnings Stock Total

(In thousands of US dollars, except shares)
Balances at December 31, 1998 19,280,000 US$ 86 US$ 64,340 US$ 138,510 US$ - US$ 202,936
Proceeds from issue of common stock

to Telenor under the Share Purchase
Agreement dated December 1, 1998 net

of cost of issuance (US$4,913) 7,700,000 2 137,646 - - 137,648
Net loss - - - (39,5986) - (39,596)
Balances at December 31, 1999 26,980,000 88 201,986 98,914 - 300,988
Proceeds from issue of common stock

to Telenor under the Share Purchase

Agreement dated December 1, 1998 1,202,201 - 22,741 - - 22,741
Proceeds from public offering net of cost

of issuance (US$8,177) 3,118,675 1 79,372 - - 79,373
Issuance and sale of ADSs

to a consolidated affiiiate 2,080,926 - 57,600 - (57,600) -
Proceeds from sale of ADSs to Telenor

in a transaction exempt from registration

consummated concurrently with the public

offering net of cost of issuance (US$928) 1,800,399 - 50,981 - - 50,981
Acquisition of treasury stock

- 353,239 shares - - - - (10,517) (10,517)
Sales of treasury stock ~ 103,239 shares - - - (2,666) 5,524 2,858
Net foss - - - (77,801) - (77,801)
Balances at December 31, 2000 35,182,201 89 412,680 18,447 (62,593) 368,623
Proceeds from issue of common stock

to Eco Telecom under the Agreement

dated May 30, 2001, net of cost of issuance

(US$10,803) 5,150,000 1 92,196 - - 92,197
Acquisition of treasury stock — 3,744 shares - - - - (75) (75)
Sales of treasury stock — 3,744 shares - - - - 75 75
Net income - - - 47,301 - 47,301
Balances at December 31, 2001 40,332,201 US$90 US$504,876  US$ 65,748 USS (62,593) US$ 508,121

See accompanying notes.
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Consolidated Statements

of Cash Flows

Years ended December 31

2001 2000 1999
(In thousands of US dollars)

Operating activities
Net income (loss) US$ 47,301 Uss$ (77,801) US$ (39,596)
Adjustments to reconcile net income (loss) to net cash
provided by operating activities:
Depreciation 48,630 47,458 44,801
Amortization 12,616 12,564 9,998
Impairment of long-lived assets 66,467 -
Mark-to-market adjustments for short-term investments (420) (47} 986
Provision for defarred taxes (9,970) (15,676) (6,920)
Loss on foreign currency translation 110 2,661 2,572
Provision for doubtful accounts 13,406 18,148 17,845
Minority interest in net earnings of subsidiaries 7 45 673
Other adjustments - (731) -
Changes in operating assets and liabilities:
Short-term investments 50 - 678
Trade accounts receivable (32,305) (23,458) (8,745)
Inventory 1,398 (1,444) (668)
Other current assets (23,431) (15,661) (10,916)
Due from related parties 692 153 (614)
Due to related parties (1,371) 1,655 348
Accounts payable 10,048 (3.791) 14,814
Customer deposits 29,029 1,902 (14,873)
Deferred revenue (23) 1,747 -
Accrued liabilities 5,232 (5,640) 12,612
Net cash provided by operating activities 101,059 8,551 22,995
Financing activities
Proceeds from bank and other loans 1,899 117,240 24,700
Repayments of bank and other loans (2,168) (50,440) (35,454)
Proceeds from loan from related party - 50,000 -
Repayment of loan from related party - (50,000) -
Proceeds from sale of convertible notes - 72,937 -
Payments of fees in respect of sale of convertible notes
and other debt issue (366) (2,968) -
Repayment of lease obligations (1,292) (62,677) (27,730)
Repayment of equipment financing obligations (36,338) (26,351) -
Proceeds from sale of capital stock 103,000 162,201 142,561
Payments of fees in respect of capital contributions (10,803) (9,106) (4,913)
Purchase of treasury shares (75) (10,517) -
Proceeds from sale of treasury shares 75 2,858 -
Net cash provided by financing activities 53,932 193,177 99,164
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Financial Information

Investing activities

Purchases of property and equipment

Purchases of intangible assets

Purchase of KBI stock

Purchase of RT! Service-Svyaz stock

Purchase of MSS-Start and Cellular Company stock,
net of cash acquired of US$968

Purchases of other assets

Net cash used in investing activities

Effect of exchange rate changes on cash and cash equivalents
Net (decrease) increase in cash

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental cash flow information
Cash paid during the period:
Income tax

Interest

Non-cash activities:

Equipment acquired under financing agreements
Accounts payable for equipment and license
Accrued debt and equity offering costs
Acquisitions:

Fair value of assets acquired

Cash paid for the capital stock

Liabilities assumed

See accompanying notes.

2001 2000 1999

(In thousands of US dollars)
(136,353) (65,245) (54,520)
{4,398) (7,366) (15,696)
- - (29,536
- (3,026 -
(6,768) - -
(14,135) (9,183) -
(161,654) (84,820) . (99,752)
(1,306) (376) (1,277)
(7,969) 116,532 21,130
152,141 35,609 14,479
US$ 144,172 US$ 152,141 US$ 35,609
US$ 18,870 US$ 1,624 US$ 2,560
16,289 25,670 8,487
82,990 25,784 187
15,652 11,587 12,425
554 - -
20,217 - -
(7,736) - -
US$ 12,481 uss$ - Uss -
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Notes to Consolidated Financial Statements

December 31, 2001, 2000 and 1999 (Amounts presented are in thousands of US Dollars unless otherwise indicated)

1. DESCRIPTION OF BUSINESS

Open Joint Stock Company "Vimpel-
Communications" ("VimpelCom"} was regis-
tered in the Russian Federation on September
15, 1992 as a closed joint stock company, re-
registered as an open joint stock company on
July 28, 1993 and began full-scale commercial
operations in June 1994. On November 20,
1996, VimpelCom completed an initial public
offering ("1P0") of its common stock in the
United States of America through the issuance
of American Depositary Shares ("ADS"), each
of which represents three-quarters of one
share of VimpelCom's common stock. The
proceeds of the IPO totaled US$63,251, net of
related expenses of US$7,778. As of
December 31, 2001, 46.68% of VimpelCom’s
outstanding common stock was owned by the
holders of the ADSs; 28.98% by Tslenor East
Invest AS ('Telenor'); 13.05% by Eco Telecom
Limited and 11.29% by others.

On July 28, 2000, VimpelCom completed the
offering of its common stock in the form of
ADS and senior convertible notes registered
with the US Securities and Exchange
Commission {"SEC") (Notes 11, 14).

On May 30, 2001, Vimpe!Com, Eco Telecom
Limited ("Eco Telecom"), a part of the Alfa
Group of companies in Russia, Telenor and
Closed Joint Stock Company VimpelGom-
Region {"VimpelCom-Region"), a subsidiary of
VimpelCom, signed agreements under which
Eco Telecom will purchase strategic owner-
ship interests in VimpelCom and VimpelCom-
Region, subject to certain regulatory approvals
and other conditions precedent. VimpelCom-
Region was formed to concentrate on the
regional development of VimpelCom’s GSM
license portfolio. On November 5, 2001, under
the terms of the transaction, Eco Telecom
acquired 5,150,000 newly-issued shares of
VimpelCom’s commen stock (equivalent of
6,866,667 ADSs) for an aggregate considera-
tion of US$103,000, which was then con-
tributed by VimpelCom as equity to
VimpelCom-Region.

Together with the shares of common stock
and convertible voting preferred stock of
VimpelCom which Eco Telecom purchased
from certain shareholders of VimpelCom, fol-
lowing the closing of the first tranche of the
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transaction, Eco Telecom owned 25% plus
two shares of VimpelCom’s total outstanding
voting capital stock. Under the terms of the
proposed transaction, Eco Telecom will also
invest a total of US$117,000 of equity directly
into VimpetCom-Region in two equal tranches,
in November 2002 and November 2003.
Telenor and VimpelCom have 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. The composi-
tion of the Board of Directors of VimpelCom-
Region has been determined by a sharehold-
ers’ agreement between the parties referred to
above dated May 30, 2001.

VimpelCom earns revenues by providing wire-
less telecommunications services and selling
wireless handsets and accessories under the
trade name "Bee-Line" in the city of Moscow
and the Moscow region, which comprise the
Moscow license area, and other regions of the
Russian Federation.

Open Joint Stock Company KB Impuls ('KBI"),
a wholly-owned subsidiary of VimpelCom, was
established in March 1991 and has been
involved in the development and provision of
wireless telecommunications services under
the trade name "Bee-Line" in Russia. KBI was
granted the first license to provide Personal
Communications Services ("PCS") using the
GSM-1800 standard in the Moscow license
area and began full-scale commercial opera-
tions in June 1997. This license expires in
April 2008.

In April 1998, VimpelCom was awarded four
new GSM-1800 licenses, covering the Central
and Central Black Earth, Volga, North
Caucasus and Siberian regions of the Russian
Federation.

In August 1998, VimpelCom and KBI received
amendments to the original GSM-1800 licens-
es for the Moscow license area and the
Central and Central Black Earth license area of
Russia, to operate dual band GSM 900/1800
networks in these license areas. The cost of
the allocation of frequencies under these
amendments was US$30,000.

In August 1999, VimpelCom received amend-
ments to the original GSM-1800 licenses for

the Volga, North Caucasus and Siberian
regions of the Russian Federation, to operate
dual band GSM 900/1800 networks in these
license areas. There was no additional cost
associated with these amendments.

tn April 2000, VimpelCom’s amended GSM-
1800 licenses covering the Central and Centrat
Black Earth, Volga, North Caucasus and
Siberian regions of the Russian Federation
were re-issued to VimpefCom-Region.

In addition, VimpelGom operates an
AMPS/D-AMPS wireless telephone network
under a license issued by the State Committee
of the Russian Federation for Communications
and informatization, which expires in November
2007. VimpelCom determined that its long-
lived assets relating to AMPS/D-AMPS network
in the Moscow license area were impaired as
of December 2000 due to the migration of cus-
tomers from its AMPS/D-AMPS system to its
GSM network (Note 8).

VimpelCom has also been granted AMPS
licenses to operate cellular networks in the
Kaluga, Karelia, Ryazan, Tver, Ulyanovsk,
Vladimir and Vologda license areas.
VimpelCom'’s affiliate, Open Joint Stock
Company Bee-Line Samara ("Bee-Line
Samara"), was granted a license to operate an
AMPS wireless network in the Samara region.
A subsidiary of VimpelCom-Region holds an
AMPS license for the Novosibirsk license area.

2. BASIS OF PRESENTATION AND
SIGNIFIGANT ACCOUNTING POLIGIES

Basis of Presentation

VimpelGom maintains its records and prepares
its financial statements in accordance with
Russian accounting and tax legislation and
accounting principles generally accepted in the
United States of America ("US GAAP"). The
accompanying consolidated financial state-
ments differ from the financial statements
issued for statutory purposes in Russia in that
they reflect certain adjustments, not recorded
in VimpelCom’s statutory books, which are
appropriate to present the financial position,
resuits of operations and cash flows in accor-
dance with US GAAP. The principal adjust-
ments relate to: (1) revenue recognition; (2)
recognition of interest expense and other oper-
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ating expenses; (3) valuation and depreciation
of property and equipment; (4) foreign curren-
cy translation; (5) deferred income taxes; (6)
capitalization and amortization of telephone line
capacity; (7) valuation allowances for unrecov-
erable assets; (8) capital leases; and (9) con-
solidation and accounting for subsidiaries.

Principles of Gonsolidation

The accompanying consolidated financial
statements include the accounts of
VimpelCom and its majority-owned sub-
sidiaries KBI, Closed Jaint Stock Company RTI
Service-Svyaz, Closed Joint Stock Company
impuls KB, Closed Joint Stock Company
BeeOnLine-Portal, Closed Joint Stock
Company MSS Start, Closed Joint Stock
Company Cellular Company, VC ESOP N.V,,
Vimpelcom Finance B.V. and its wholly-owned
subsidiary VimpelCom B.V., VimpelCom-
Region and its majority-owned subsidiaries
Closed Joint Stock Company Cellular
Company, Open Joint Stock Company Mobile
Communication Genter — Tula, Closed Joint
Stock Company Mobile Communication
Center — Smolensk, Closed Joint Stock
Company Mobile Communication Center —
Kaluga, Closed Joint Stock Company Maobile
Communication Center — Lipetsk, Closed Joint
Stock Company Mobile Communication
Center — Ryazan, Closed Joint Stock Company
Mobile Communication Center - Tver and
Closed Joint Stock Company Mobile
Communication Center — Nizhny Novgorod.
The accompanying consolidated financial
statements also include the accounts of
VimpelCom (BV!) Limited, a special-purpose
entity affiliated with and controlled by
VimpelCom, and VC Limited, a wholly-owned
subsidiary of VimpelCom (BVI) Limited.

In accordance with the requirements of the
Financial Accounting Standards Board's (the
"FASB") Emerging Issues Task Force Issue
("EITF') No. 96-16, "Investor’s Accounting for
an Investee When the Investor Has a Majority
of the Voting Interest but the Minority
Shareholder or Shareholders Have Certain
Approval or Veto Rights', VimpelCom consoli-
dates majority-owned subsidiaries when
minority sharehclders do not have substantive
participating rights.

All intercompany accounts and transactions
have been eliminated.

The equity method of accounting is used for
companies in which VimpelCom has signifi-
cant influence. Generally this represents vot-

ing stock ownership of at least 20% and not
more than 50%.

Foreign Currency Transiation

VimpelCom’s functional currency is the US
dollar because the majority of its revenues,
costs, property and equipment purchased, and
debt and trade liabilities are either priced,
incurred, payable or otherwise measured in
US doliars. Accordingly, transactions and bal-
ances not already measured in US dollars (pri-
marily Russian rubles and euros) have been
re-measured into US dollars in accordance
with the relevant provisions of US Statement
of Financial Accounting Standards ("SFAS")
No. 52, "Foreign Currency Translation".

Under SFAS No. 52, revenues, costs, capital
and non-monetary assets and liabilities are
translated at historical exchange rates prevail-
ing on the transaction dates. Monetary assets
and liabilities are translated at exchange rates
prevailing on the balance sheet date.
Exchange gains and losses arising from re-
measurement of monetary assets and liabili-
ties that are not denominated in US dollars are
credited or charged to operations.

The ruble is not a fully convertible currency
outside the territory of the Russian Federation.
Within the Russian Federation, official
exchange rates are determined daily by the
Central Bank of Russia ("CBR"). Market rates
may differ from the official rates but the differ-
ences are, generaily, within narrow parameters
monitored by the CBR. As of December 31,
2001 and 2000, the official rates of exchange
were 30.14 rubles = US$1 and 28.16 rubles =
US$1, respectively. The translation of ruble-
denominated assets and liabilities into US dol-
tars for the purposes of these financial state-
ments doss not indicate that VimpelCom could
realize or settle, in US dollars, the reported
values of these assets and liabilities. Likewise,
it does not indicate that VimpelCom could
return or distribute the reported US dollar
valug of capital to its shareholders.

Use of Estimates

The preparation of consolidated financial
statements in conformity with US GAAP
requires management to make estimates and
assumptions that affect the amounts reported
in the consolidated financial statements and
accompanying notes. Actual results may differ
from those estimates.

Cash and Cash Equivalents
VimpelCom considers all highly liquid invest-

ments with a remaining maturity of 90 days or
less at the time of purchase to be cash equiv-
alents. Cash equivalents are carried at cost
which approximates fair value.

Short-term Investments

Short-term investments consist primarily of
promissory notes and trading securities.
Short-term investments are considered to be
trading securities and are stated at fair value,
with unrealized gains and losses included in
gain (loss) on trading securities.

Inventory

Inventory consists of telephone handsets and
accessories for resale and is stated at the
lower of cost or market. Cost is computed
using the average cost method.

Property and Equipment

Property and equipment is stated at historical
cost. Telecommunications equipment, includ-
ing equipment acquired under capital leases,
is depreciated using the straight-line method
over its estimated usefui life of nine and one-
half years. Buildings and leasehold improve-
ments 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 estimated useful
lives ranging from five to ten years.

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.

Other intangible assets, principally licenses,
are amortized on a straight-line basis over
their estimated useful lives, generally four to
ten years.

In accordance with Accounting Principles
Board ("APB") Opinion No. 17, "Intangible
Assets”, VimpelCom continues to evaluate the
amortization period to determine whether
events or circumstances warrant revised
amortization periods. Additionally, VimpelCom
considers whether the carrying value of such
assets should be reduced based on the future
benefits of its intangible assets.

Software Costs
Under the provision of Statement of Position
No. 98-1, "Accounting for the Costs of

-Computer Software Developed or Obtained for
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Internal Use’, VimpelCom capitalizes costs
associated with software developed or
obtained for internal use when both the pre-
liminary project stage is completed and
VimpelCom management has authorized fur-
ther funding of the project which it deems
probable will be completed and used to per-
form the function intended. Capitalization of
such costs ceases no later than the point at
which the project is substantially complete
and ready for its intended purpose.

Research and development costs and other
computer software maintenance 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

In accordance with SFAS No. 121, "Accounting
for the Impairment of Long-Lived Assets and
for Long-Lived Assets to be Disposed of’,
long-lived assets to be held and used by
VimpelCom are reviewed to determine whether
an event or change in circumstances indicates
that the carrying amount of the asset may not
be recoverable. For long-lived assets to be
held and used, VimpelCom bases its evaluation
on such impairment indicators as the nature of
the assets, any historical or future profitability
measurements, as well as other external mar-
ket conditions or factors that may be present.
During 2000, certain impairment indicators
were present which indicated that the carrying
amount of certain assets might not be recover-
able. VimpelCom determined that an impair-
ment of certain assets had occurred as of
December 2000 (Note 8). No impairment
expenses were recognized in 1999 or 2001,

Revenue Recognition

VimpelCom earns service revenues for usage of
its wireless networks. Revenue is recognized
when the service is rendered. Revenues from
equipment sales and other services are recog-
nized in the period in which the equipment is
sold and services rendered. Revenue on pre-
paid 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
subscriber life.
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Advertising

VimpelCom expenses the cost of advertising
as incurred. Advertising expenses for the
years ended December 31, 2001, 2000 and
1999 were US$21,829, US$18,488 and
US$8,934, respectively.

Rent

VimpelCom leases office space and premises
where telecommunications equipment is
installed. There were no non-cancelable oper-
ating leases in 2001 and 2000.

Rent expense under all operating leases and

rental contracts in 2001, 2000 and 1999 was
US$9,656, US$5,768, and US$3,488, respec-
tively.

Deferred Taxes

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

Investment Incentive Deductions

Investment incentive deductions are accounted
for as a reduction of current taxable income in
the year in which the deduction arises.

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, 2001, 2000 and 1999 were US$5,037,
US$2,793 and US$4,838, respectively.

Concentration of Credit Risk

Trade accounts recejvable consist of amounts
due from subscribers for airtime usage and
equipment sales. In certain circumstances,
VimpelCom requires deposits as collateral for
airtime usage. In 1999, a prepaid service for
both DAMPS and GSM networks was intro-
duced. Equipment sales are typically paid in
advance of delivery. VimpelCom'’s cradit risk
arising from its trade accounts receivable is
mitigated due to the large number of its sub-
scribers, of which approximately 70% sub-
scribed to a prepaid service as of December
31, 2001 and, accordingly, do not give rise to
credit risk.

VimpelCom deposits available cash with finan-
cial institutions in the Russian Federation.
Deposit insurance is not offered to financial
institutions operating in Russia. To manage
this credit risk, VimpelCom allocates its avail-
able 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.

Fair Value of Financial Instruments

The carrying amounts for financial instru-
ments, consisting of cash and cash equiva-
tents, short-term investments, trade accounts
receivable, obligations under accounts
payable, bank loans and equipment financing
liabilities approximate their fair vaiue.

The fair value of senior convertible notes
based on quoted market prices was
US$86,198 and US$58,688 as of December
31, 2001 and 2000, respectively.

Comprehensive Income

SFAS No. 130, "Reporting Comprehensive
Income’, requires the reporting of comprehen-
sive 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 cal-
culation 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 compensation
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 21), VimpelCom has elect-
ed to account for its stock-based compensa-
tion 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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Derivative Instruments

and Hedging Activities

In June 1998, the FASB issued SFAS No. 133,
"Accounting for Derivative Instruments and
Hedging Activities", which was amended in
June 1999. VimpelCom adopted the new
statement effective January 1, 2001. The
statement requires VimpelCom to recognize all
derivatives on the balance sheet at fair vaiue.
The adoption of the new statement did not
have a significant effect on VimpelCom’s
results of operations or financial position.

Business Combinations, Goodwill

and Other Intangible Assets

In July 2001, the FASB issued SFAS's No. 141,
‘Business Combinations®, and No. 142,
‘Goodwill and Other Intangible Assets’, effec-
tive for fiscal years beginning after December
15, 2001. Under the new rules, goodwill and
intangible assets deemed 1o have indefinite
lives will no longer be amortized but will be
subject to annual impairment tests in accor-
dance with the Statements. Other intangible
assets will continue to be amortized over their
useful lives.

VimpelCom will apply the new rules on
accounting for goodwill and other intangible
assets beginning in the first quarter of 2002.
VimpelCom has not yet completed the evalua-
tion of the impact of these new accounting
standards. During 2002, VimpeiCom will per-
form the first of the required impairment tests
of goodwill and indefinite lived intangible
assets as of January 1, 2002 and has not yet
determined what the effect of these tests will
be on the earnings and financial position of
VimpelCom.

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 recognized as a gain or
loss on disposition. SFAS No. 143 is effective
for years beginning after June 15, 2002.
VimpelCom is currently evaluating the impact
the pronouncement will have on future con-
solidated financial statements.

Accounting for Impairment

or Disposal of Long-Lived Assets

In August 2001, the FASB issued SFAS No.
144, "Accounting for the impairment or
Disposal of Long-Lived Assets.” This statement
addresses financial accounting and reporting
for the impairment of disposal of long-lived
assets and supersedes SFAS No. 121,
*Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to Be
Disposed Of," and the accounting and report-
ing provisions of Accounting Principles Board
Opinion No. 30, "Reporting the Results of
Operations — Reporting the Effects of Disposal
of a Segment of a Business, and Extraordinary,
Unusual and Infrequently Occurring Events and
Transactions," for the disposal of a segment of
a business (as previously defined in that opin-
ion). This statement also amends Accounting
Research Bulletin No. 41, "Consolidated
Financial Statements’, to eliminate the excep-
tion to consolidation for a subsidiary for which
control is likely to be temporary. The provi-
sions of the statement will be effective for
financial statements issued for fiscal years
beginning after December 15, 2001.
VimpelCom is currently evaluating the impact -
the pronouncement will have on future consol-
idated financial statements.

Reclassifications

Certain reclassifications have been made to
the prior years' consolidated financial state-
ments to conform to the current year presen-
tation,

3. ACQUISITIONS

On December 15, 1999, VimpelCom paid
US$29,536 to Alcate! SEL AG ("Alcatel') for
the 12% of KBI's common stock, which
VimpelCom did not previously own, In accor-
dance with Russian legislation, legal owner-
ship of shares is effective as at the date of
registration 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 record-
gd-as goodwill. Goodwill is being amortized
on a straight-line basis over its estimated use-
ful life, 8 years. It is included in intangible
assets in the accompanying consolidated bal-
ance sheet as of December 31, 2001.

0On March 13, 2000, VimpelCom increased its
share of ownership in RTI Service-Svyaz to

L

100% by acquiring the remaining 50% of vot-
ing 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 acquisition cost reduced the value of
property and equipment in the accompanying
consolidated financial statements.

In January 2001, VimpelCom acquired 100%
of the shares of common stock of Closed
Joint Stock Company MSS Start ("MSS Start")
operating under a trademark "Mcbile Center",
a retail dealer for mobile communications
companies, for US$3,192. The acquisition was
recorded under the purchase method of
accounting. The results of operations of MSS
Start were included in the accompanying con-
solidated 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 wholly-
owned subsidiary of VimpelCom, acquired
93% of shares of common stock of Closed
Joint Stock Company Celtular Company
{"Cellular Company"), a cellular operator in
Novosibirsk, aperating 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 accom-
panying 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 is being amortized on a
straight-line basis over its estimated useful
life, 7 years. It is included in intangible assets
in the accompanying consolidated balance
sheet.

2% of shares of comman stock of Cellular
Company were owned by KBI before the
acquisition. Therefore, after the acquisition,
VimpelCom-Region and KBI collectively con-
trolled 95% of shares of the common stock of
Cellular Company.

Pro forma results of operations of VimpelCom
as though the acquisitions of MSS Start and
Celiular Company took place on January 1,
2001 and January 1, 2000 would not differ
materially from the results of operations in the
accompanying consolidated statements of
operations for the years ended December 31,
2001 and 2000.
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4. CASH AND GASH EQUIVALENTS

Cash and cash equivalents consisted of the folfowing at December 31:

2001 2000
Rubles US$ 21,670 US$ 15,180
US dolfars 110,631 136,820
EURO and other currencies 11,871 141
US§ 144,172 US$ 152,141
5. OTHER GURRENT ASSETS
Other current assets consisted of the following at December 37:
2001 2000
Value added tax and other taxes US$ 37,298 US$ 23,519
Advances to suppliers 6,905 3,342
Other 5,569 3,968
Us$ 49,772 US$ 30,829
6. PROPERTY AND EQUIPMENT
Property and equipment, at cost, except for impaired assets, consisted of the foliowing at December 31:
2001 2000
Telecommunications equipment held under capital lease agreements US$ 5,517 Uss -
Telecommunications equipment 340,464 254,556
Buildings and leasehold improvements 37,611 34,904
Qffice and measuring equipment 39,284 23,264
Vehicles 3,042 1,664
Furniture 3,411 2,746
Other equipment 4,705 4,894
434,034 322,028
Accumulated depreciation (107,738) (69,568)
Equipment not instailed and assets under construction 209,109 104,206
US$ 535,405 US$ 356,666

In July 2000, VimpelCGom purchased all the
telecommunications equipment previously held
under capital lease agreements (Note 13).

In April 2001, VimpelCom-Region acquired
Cellular Company (Note 3). Cellular Company
had telecommunication equipment held under
capital lease agreements (Note 13).
Accumulated depreciation on telecommunica-

58 Annual Report VimpeiCom

tions equipment held under capital lease
agreements amounted to US$988 and US$0 at
December 31, 2001 and 2000, respectively.
Depreciation expense in respect of telecom-
munications equipment held under capital
lease amounted to US$988 (commencing April
2001), US$9,789 (until July 2000) and
US$19,339 for the years ended December 31,
2001, 2000 and 1999, respectively, and was

included in depreciation 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 2000 (Note 8).
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7. INTANGIBLE ASSETS

Intangible assets consisted of the following at December 31:

2001 2000

Telephone line capacity US$ 76,553 US$ 74,167
GSM 900/1800 license (Note 1) 30,000 30,000
Goodwill (Note 3) 13,010 12,699
Other intangible assets 3,240 1,933
122,803 118,799

Accumulated amortization (51,877) (39,150)
US$ 70,926 US$ 79,649

VimpeiCom recorded an impairment charge of US85,467 in respect of other intangible assets as of December 2000 (Note 8).

8. IMPAIRMENT CHARGES VimpelCom indicated that the migration rate es classified as intangible assets in the

of subscribers from VimpelCom’s AMPS/D- accompanying consolidated balance sheets.
Based upon a comprehensive review of long- AMPS network to its GSM network had These amounts represent an excess of the
lived assets, VimpelCom determined that as of  increased. Accordingly, revised revenue fore- carrying amount of assets over their fair value.
December 2000, its telecommunications casts for the AMPS/D-AMPS network were Fair value was determined as the present
AMPS/D-AMPS network equipment in the based on a lower number of subscribers. value of estimated future cash flows expected
Moscow license area and licenses from the VimpelCom recorded an impairment charge of to result from the use of the assets.
vendor of the equipment were impaired. A US$66,467, including US$61,000 in respect of
marketing research study performed by equipment and US$5,467 in respect of licens-

9. OTHER ASSETS

Other assets consisted of the following at December 31:

2001 2000
Software, at cost US$ 23,321 US$ 9,528
Accumulated depreciation (3,031) (1,618)
20,290 7,910
Prepayments to suppliers 24,813 8,693
Equity investments 3,833 3,941
Other assets 1,983 2,379
US$ 50,919 US$ 22,923
10. BANK LOANS
Bank loans consisted of the following as of December 31:
2001 2000
Sberbank - loan to VimpeiCom US$ 66,800 US$ 66,800
Sberbank - loan to Cellular Company 1,152 -
67,952 66,800
Less current portion (17,852) -
Total long-term bank loans US$ 50,100 USS 66,800
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On January 20, 1999, Sberegatelny Bank of the
Russian Federation ("Sberbank") provided
VimpelGom a US$27,750, US dollar denomi-
nated, line of credit. Interest on amounts out-
standing accrued at an annual rate of 16.0%.
The line of credit was collateralized by com-
mon stock of VimpelCom held by an entity
controlled by VimpelCom’s former Chief
Executive Officer. Borrowings of US$15,000
and US$5,000 under the line of credit were
made on April 30, 1999 and May 31, 1999,
respectively. The loan was fully repaid as of
June 9, 1999.

On Aprit 28, 2000, Sberbank provided a four
year, US dollar denominated, credit line of
US$80,000 to VimpelCom. The amount of the
credit line was subsequently 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 cred-
it ling in the total amount of US$66,800. The
loan will be repaid in eight equal instaliments,
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, 2001,
the interest rate was 14.0% per annum.

As of December 31, 2001, assets pledged as
collateral against this credit line included cer-
tain items of telecommunications equipment
and buildings in Moscow owned by VimpelCom
with an approximate carrying amount of
US$48,743 and US$3,486, respectively (Note
6), and all of VimpelCom’s shares in Bee-Line
Samara, a 50%-owned affiliate of VimpelCom,
and MSS Start. As of December 31, 2001, the
carrying amount of equity investment in Bee-
Line Samara was US$3,667. The carrying
amount of net assets of MSS Start in the
accompanying consolidated balance sheet as of
December 31, 2001 was US$3,199.

The loan payable to Sherbank 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 Celtular
Company to Motorola Credit Corporation
("Motarola") under a lease agreement (Note
13). The balance on the letter of credit in the
amount of US$1,146 was included in other cur-
rent assets in the accompanying consolidated
balance sheet as of December 31, 2001.

As of December 31, 2001, assets pledged as

collateral against the Celiular Company loan
included certain items of telecommunications
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equipment and buildings with an approximate
carrying amount of US$712 and US$440,
respectively (Note 6), and 1,450 shares of
common stock in Gellular Company, represent-
ing 48% of Cellular Company’s outstanding
common stock. The carrying amount of net
assets of Cellular Company relating to the
pledged shares in the accompanying consoli-
dated balance sheet as of December 31, 2001
was US$2,416.

11. SENIOR CONVERTIBLE NOTES

On July 28, 2000, the offering of senior con-
vertible 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$3,618 and US$4,380 was included
in non-current assets in the accompanying
consolidated balance sheets as of December
31, 2001 and 2000, respectively.

The convertible notes will mature on July 28,
2005. Holders of the convertible 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 adjust-
ments. VimpelCom is to pay cash interest on
the convertible notes at the rate of 5.5% per
annum from July 28, 2000, payable semi-annu-
ally on January 28 and July 28 of each . Such
interest payments commenced on January 28,
2001. Unless previously converted or
redeemed, VimpelCom is to repay the convert-
ible 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 mar-
ket price of the ADSs on the New York Stock
Exchange excesds 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 uncondition-
ally guaranteed VimpelCom B.V.’s obligations
under the senior convertible notes, including
the performance by VimpelCom B.V. of its con-
version obligation.

12. EQUIPMENT FINANCING
OBLIGATIONS

Agreements between KBI and Alcatel

KBl entered into an agreement with Alcatel for
the purchase and installation in four phases of
mobile telecommunications GSM netwark
equipment with a total contract value of
US$135,000. in order to finance the transac-
tion, KBI and Alcate! entered into a deferred
payment 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 repre-
senting the remaining 12% of the outstanding
capital stock of KB! 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 3, on
January 3, 2000, VimpelCom purchased the
12% of KB! shares held by Alcatel for
US$29,5386.

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 equip-
ment valued at US$21,758 which was con-
tributed in kind to the charter capital of KBI.
The second annex related to a delivery of
equipment valued at US$21,511 under the
equipment financing agreement. For the second
phase, initiated 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 equipment valued at EURO 20,389
(US$21,485) acquired in 1999, The fourth
phase, initiated in 1999, was signed for equip-
ment valued at EURO 19,919 (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




Financial Information

years from the date of acceptance of the relat-
ed equipment and services, however, this grace
period was to expire no later than May 26,
2000. Principal and interest repayments were
o be made in eight semi-annual instaliments
beginning May 27, 2000.

On May 19, 2000, KBI and Alcatel signed the
fitth amendment to the deferred payment
agreement (the "Fifth Amendment'). The Fifth
Amendment provides for the deferral of pay-
ment of the amount of EURO 15,936
(US$13,857) in respect of future deliveries of
equipment under the fourth phase of the agree-
ment 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 instaliments, 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, 2001, 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 pay-
ment of the amount of US$15,000 under the
second phase of the agreement on the pur-
chase and installation of mobile telecommuni-
cations 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
Company paid the entire amount on due date,
The interest was accrued and paid for the peri-
od 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 EURQ 26,135 (US$22,970
at exchange rate as of December 31, 2001).
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 (US$6,271 at exchange rate as of

December 31, 2001). On June 30, 2000, an
annex for the sixth phase was signed for the
amount of EURO 19,000 (US$16,699 at
exchange rate as of December 31, 2001).

On August 23, 2000, KB! and Alcatel signed the
deferred payment agreement for the fifth phase.
This agreement provides for the deferral of pay-
ment of the amount of EURQ 5,566 (US$4,892
at exchange rate as of December 31, 2001) 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 install-
ments. The first installment was to become due
six months after the acceptance of the related
gquipment, 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, 2001, all the equip-
ment was delivered under the fifth phase.

On September 7, 2000, KBl 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$14,194 at
exchange rate as of December 31, 2001) 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 EURQ 12,828 (US$11,275 at
exchange rate as of December 31, 2001), EURO
1,700 (US$1,494 at exchange rate as of
December 31, 2001) and EURO 1,622
(US$1,426 at exchange rate as of December
31, 2001), respectively. The liability for sub-
phases 1, 2 and 3 accrues interest at the EURO
six-month EURIBOR rate plus 3.5%. The first
instaliments under sub-phases 1, 2 and 3 were
to become due no later than October 1, 2001,
November 24, 2001 and January 30, 2002,
respactively. 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, 2001, all the equipment was
delivered under the sixth phase.

On December 20, 2000, KBI and Alcatel
signed an annex for the seventh phase of the
purchase and installation of mobile telecom-
munications GSM network equipment for the
amount of EURQ 8,000 (US$7,031 at
exchange rate as of December 31, 2001). On
December 26, 2000, KBI and Alcatel signed

the deferred payment agreement for the sev-
enth phase. This agreement provides for the
deferral of payment of the amount of EURD
6,800 (US$5,977 at exchange rate as of
December 31, 2001) in respect of future deliv-
eries of equipment under the seventh 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 becomes 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. As
of December 31, 2001, all the equipment was
delivered under the seventh phase.

On February 16, 2001, KBl and Alcatel signed
an annex for the eighth phase of the purchase
and installation of mobile telecommunications
GSM network equipment for the amount of
EURQ 8,769 (US$7,707 at exchange rate as of
December 31, 2001). 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 (US$486
at exchange rate as of December 31, 2001),
sub-phase 2 in the amount of EURO 1,147
(US$1,008 at exchange rate as of December
31, 2001) and sub-phase 3 in the amount of
EUROD 5,754 (US$5,057 at exchange rate as of
December 31, 2001). The liability for all the
three sub-phases will accrue interest at the
EURO six-month EURIBOR rate plus 3.5%. The
accrual of interest for sub-phases 1, 2 and 3 will
start 30 days after the delivery of the first con-
signment of the equipment included in sub-
phases 1, 2 and 3, respectively. Principal repay-
ments for each sub-phase are 10 be made in six
equal and consecutive semi-annual installments.
The first installment for each sub-phase
becomes 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, 2001, all the equipment
was delivered 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
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installation of mobile telecommunications GSM
network equipment for the amount of EURC
8,500 (US$7,471 at exchange rate as of
December 31, 2001). 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 divid-
ed in two sub-phases with the following
amounts of deferred payments: sub-phase 1 in
the amount of EURD 5,525 (US$4,856 at
exchange rate as of December 31, 2001) and
sub-phase 2 in the amount of EURQO 1,700
(US$1,494 at exchange rate as of December 31,
2001). The liability for all the three sub-phases
accrues interest at the EURO six-month EURI-
BOR rate plus 3.5%. Principal repayments for
gach sub-phase are to be made in six equal and
consecutive semi-annual installments. The first
instaliment for each sub-phase becomes 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, 2001, all the equip-
ment was delivered under the ninth phase.

On June 22, 2001, KBI and Alcate! 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 (US$7,532 at exchange rate as of
December 31, 2001). On June 22, 2001, KBI
and Alcatel signed the deferred payment agree-
ment in respect of future deliveries of equip-
ment under the tenth phase. This agreement
provides for the deferral of payment of the
amount of EURO 7,284 {US$6,402 at exchange
rate as of December 31, 2001) in respect of
future deliveries of equipment under the tenth
phase. This agreement was amended on
October 29, 2001, The amount of deferred pay-
ments is divided in sub-phases 1 and 2 in the
amounts of EURO 6,946 (US$6,105 at exchange
rate as of December 31, 2001) and EURO 339
(US$298 at exchange rate as of December 31,
2001), respectively. The liability for sub-phases
1 and 2 accrues interest at the EURD six-month
EURIBOR rate plus 3.5%. Principal repayments
are to be made in six equal and consecutive
semi-annual installments. The first instaliments
under sub-phases 1 and 2 become due six
months after the acceptance of the related
equipment, but no later than June 15 and July
1, 2002. 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, 2001, the
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equipment in the amount of EURQC 8,171 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 (US$7,471 at exchange rate as of
December 31, 2001). On July 20, 2001, KBI
and Alcatel signed the deferred payment agree-
ment in respect of future deliveries of equip-
ment under the eleventh phase. This agreement
provides for the deferral of payment of the
amount of EURO 7,225 (US$6,350 at exchange
rate as of December 31, 2001) in respect of
future deliveries of equipment under the
gleventh phase. The liability accrues interest at
the EUROQ six-month EURIBOR rate plus 3.5%.
Principal repayments are to be made in six
gqual and consecutive semi-annual install-
ments. The first instaliment becomes due six
maonths 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. As of December 31, 2001, all the equip-
ment was delivered under the eleventh phase.

On September 12, 2001, KBI and Alcatel signed
an annex for the twelfth phase of the purchase
and installation of mobile telecommunications
GSM network equipment for the amount of
EURO 7,417 (US$6,519 at exchange rate as of
December 31, 2001). No deferral of payment
under the twelfth phase was agreed between
KBI and Alcatel.

On November 5, 2001, KBl and Alcatel signed
an annex for the thirteenth phase of the pur-
chase and instailation of mobile telecommuni-
cations GSM network equipment for the
amount of EURC 9,300 (US$8,174 at exchange
rate as of December 31, 2001). On November
5, 2001, KBI and Alcatel signed the deferred
payment agreement in respect of future deliver-
ies of equipment under the thirteenth phase.
This agreement provides for the deferral of
payment of the amount of EURO 7,905
{US$6,948 at exchange rate as of December
31, 2001) in respect of future deliveries of
equipment under the thirteenth phase. The lia-
bility accrues interest at the EURQ six-month
EURIBOR rate plus 3.5%. Principal repayments
are to be made in six equal and consecutive
semi-annual instalments. The first instalment
becomes due six months after the acceptance
of the related equipment, but no fater than
August 25, 2002. intersst should be repaid on
the same dates in the full amount accrued as of

the respective date. As of December 31, 2001,
the equipment in the amount of EURO 8,150
was delivered under the thirteenth phase.

On November 12, 2001, KBI and Alcatel signed
an annex for the fourteenth phase of the pur-
chase and instalfation of mobile telecommuni-
cations GSM network equipment for the
amount of EURO 9,300 (US$8,174 at exchange
rate as of December 31, 2001). On November
12, 2001, KBI and Alcatel signed the deferred
payment agreement in respect of future deliver-
ies of equipment under the fourteenth phase.
This agreement provides for the deferral of
payment of the amount of EURO 7,905
(US$6,948 at exchange rate as of December
31, 2001) in respect of future deliveries of
equipment under the fourteenth phase. The lia-
bility accrues interest at the EURQ six-month
EURIBOR rate plus 3.5%. Principal repayments
are to be made in six equal and consecutive
semi-annual instaiments. The first instalment
becomes 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, 2001,
the equipment in the amount of EURO 6,353
was defivered under the fourteenth phase.

During 2001, 2000, 1999 interest of US$8,013,
US$8,117 and US$7,730, 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-men-
tioned agreements.

As of December 31, 2001, telecommunication
equipment received from Alcatel with the carry-
ing amount of US$113,769 (Note 6) was
pledged as collateral to secure the liability to
Alcatel.

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-
tion equipment (the "Frame Contract") and
Indent 1 to the Frame Contract (Indent 1) for
the amount of EURD 9,344 (US$8,212 at
exchange rate as of December 31, 2001).

On September 21, 2001, VimpelCom-Regicn
and Alcatel signed an agreement for the defer-
ral of payment of the amount of EURO 9,344 in




Financial Information

respect of future deliveries of equipment under
indent 1. The liability will accrue interest at the
EUROQ three-month EURIBOR rate plus 2%.
Principal repayment is to be made on February
28, 2002, or can be extended until August 31,
2002, if certain conditions are met. The first
interest payment shall 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 shall be
made on February 28, May 31, and August 31,
2002. Interest should be repaid in the full
amount accrued as of the respective date. As of
December 31, 2001, the equipment in the
amount of EURO 8,546 was delivered under
indent 1.

On September 21, 2001, VimpelCom-Region
and Alcate! signed Indent 2 to the Frame
Contract ("Indent 2") for the amount of EURO
9,000 (US$7,910 at exchange rate as of
December 31, 2001). On September 21, 2001,
VimpelCom-Region and Alcate! signed an
agreement for the deferral of payment of the
amount of EURO 9,000 in respect of future
deliveries of equipment under Indent 2. The lia-
bility will accrue interest at the EURQ three-
month EURIBOR rate plus 2%. Principal repay-
ment is to be made on March 21, 2002, or can
be extended until September 21, 2002, if cer-

tain conditions are met. The first interest pay-
ment shall be made 30 days after the delivery
of the last consignment of the equipment, but
no later than January 21, 2002. In addition,
interest payment shall be made on March 21,
June 21, and September 21, 2002. Interest
should be repaid in the full amount accrued as
of the respective date. As of December 31,
2001, the equipment in the amount of EURQ
8,890 was delivered under Indent 2.

No payments to Alcatel in respect of Indents 1
and 2 were made by VimpelCom-Region as of
December 31, 2001.

Agreements hetween

VimpelGom-Region and Ericsson

On September 21, 2001, VimpelCom-Region
and Alcatel signed pledge agreements. Under
the pledge agreements, all the equipment to be
received under Indents 1 and 2 is to be pledged
as security for obligations under deferred pay-
ment facilities. As of December 31, 2001, the
carrying amount of the pledged equipment was
US$15,543 (Note 6).

On September 28, 2001, VimpelCom-Region

and Ericsson signed a contract for delivery of
GSM equipment for US$16,600 (the "Supply

Contract’). 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, 2001.

On December 3, 2001, VimpelCom-Region and
Ericsson Credit AB signed a credit agreement on
the financing of the delivery of equipment under
the Supply Contract in the amount of US$16,600
(the "Credit Agreement"). The liability will accrue
interest at the US dollar LIBOR rate plus 2% and
will be repayable on December 31, 2002.
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 to Ericsson was classified as
equipment financing obligation in the accom-
panying consolidated balance sheet as of
December 31, 2001.

On December 3, 2001, VimpelCom-Region and
Ericsson Credit AB signed a pledge agreement.
Under the pledge agreement, all the gquipment
received under the Supply Contract was
pledged as security for obligations under the
Credit Agreement. As of December 31, 2001,
the carrying amount of the pledged equipment
was US$16,600 (Note 6).

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

2001 2000
Alcatel (agreements with KBI):
Supplier credit facilities US$ 90,855 US$ 78,636
Accrued interest 1,624 626
Alcatel (agreements with VimpelCom-Region):
Supplier credit facilities 15,334 -
Accrued interest 9 -
Ericsson (agreements with VimpelCom-Region):
Supplier credit facilities 16,600 -
Accrued interest 64 -

124,486 79,262
Less current portion (68,290) (34,721)
Total long-term equipment financing US$ 56,196 US$ 44,541
Future payments under bank loans, senfor convertible notes and supplier credit facilities are as follows:
2002 US$ 90,357
2003 69,396
2004 34,029
2005 83,891
US$ 277,673
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13. CAPITAL LEASE OBLIGATIONS

VimpelCom has entered into eight equipment
supply agreements with Ericsson Radio
Systems AB ("Ericsson") with respect to
equipment purchases and expansion of the
AMPS network with @ maximum total value of
US$193,600. The Ericsson agreements had
sale and lease arrangements with options to
purchase the equipment. Six shareholders
entered into pledge agreements dated January
27, 1998. Under these pledge agreements,
13.5% of VimpelCom’s outstanding shares of
common stock held by these shareholders had
been pledged as security against the capital
lease obligations.

In connection with seven of the eight equip-
ment supply agreements referred to above,
VimpelCom entered into supply agreement
assignments whereby VimpelCom assigned
all its rights, title, and interest to the equip-
ment acquired under the second, third, and
fourth expansions to AB LM Ericsson Finans,
and its rights, title, and interest to the equip-
ment acquired under the fifth, sixth, seventh
and eighth expansions to Ericsson Project
Finance AB.

In addition, VimpelCom entered into agree-
ments with AB LM Ericsson Finans to lease
this equipment. The second, fifth, sixth, sev-
enth and eighth expansion agreements were
denominated in US dollars and-the outstand-
ing principal accrued interest at London
Interbank Offered Rate ("LIBOR") plus 4.5%.
The third and fourth expansion agreements
were denominated in Swedish krona and the
outstanding principal accrued interest at the
Stackholm Interbank Offered Rate ("STIBOR")
plus 4.5%.

Under these agreements, VimpelCom had vari-
ous options at specified dates to purchase the
leased equipment. Equipment supplied under
these agreements has been accounted for as
capital leases.

In January 1998, agreements between
Ericsson Project Finance AB, AB LM Ericsson
Finans, (collectively, "Ericsson Finance") and
ING Bank N.V., a Dutch bank serving as a
facility agent for a syndicate of banks, trans-
ferred ultimate collection rights under the
Ericssen equipment supply agreements from
Ericsson Finance to ING Bank N.V. While
VimpelCom continued to make payments to
Ericsson Finance, VimpelCom was subject to
certain defined debt covenant restrictions,
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including several related to financial condition.
In addition, certain of VimpelGom's assets,
including cash, trade accounts receivable, and
telephone line capacity, had been pledged to
Ericsson Finance as collateral to the extent
needed to fulfill VimpelCom’s scheduled obli-
gations in the event of default.

In July 2000, the capital lease obligation of
US$53,969 and accrued interest of US$1,451
were repaid in full with the purchase of the
leased equipment. The excess of the amount
paid over the balance of the lease obligation
and accrued interest amounted to US$1,932
and was recorded as an increase in the carry-
ing amount of the equipment.

As of December 31, 2001, Gellular Company
had obligations under lease agreements with
Motorola of US$4,208. The entire amount is
payable before December 31, 2002.
Equipment under the lease agreements was
received by Cellular Company before it was
acquired by VimpelCom-Region (Note 3).
Under the lease agreements, the ownership 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 (Note 6).

14. SHAREHOLDERS’ EQUITY

tn 1996, VimpelCom issued 6,426,600 shares
of preferred stock. As of December 31, 2001,
all of the shares of preferred stock were
owned by Eco Telecom. Each share of pre-
ferred stock entitles its holder to one vote, to
receive a fixed dividend of .001 ruble per
share per year, and to receive a fixed liquida-
tion 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, 2001, this liquidation preference amount-
ed to approximately US$2.1 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 defauits on its capital contribu-
tions to VimpelCom-Region under the agree-
ments dated May 30, 2001 (Note 1),
VimpelCom has the right to purchase, and Eco
Telecom has the obligation to sell, all or a por-
tion of the preferred stock at a purchase price
of .01 rubles per share. Pursuant to contractu-

al arrangements with VimpelCom, all shares of
preferred stock are subject to transfer restric-
tions 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 purchase a
strategic investment interest in VimpelGCom,
subject to certain regulatory approvals and
conditions precedent. Under the terms of the
Share Purchase Agreement, Telenor agreed to
acquire 8,902,201 newly-issued shares of
VimpelCom’s common stock which, upon full
issuance, represented 25.7% of VimpelCom’s
total outstanding voting capital stock and
31.6% of VimpelCom’s total outstanding
commeon 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.

On January 29, 1999, the agreement between
VimpelCom and Telenor was approved by a
majority of VimpelCom’s shareholders. All the
required approvals from regulatory authorities
and waivers of certain conditions of the agree-
ment between VimpelCom, Ericsson Project
Finance AB and AB LM Ericsson Finance were
received, and the transaction was closed on
May 28, 1999,

Telenor made all required payments in accor-
dance 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 has 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
21). These shares were treated as treasury
shares in the accompanying consolidated
financial statements.
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On June 26, 2000, VimpelCom purchased
103,239 shares of its common 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) raising
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 represent-
ing 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 trans-
action exempt from registration under
Securities Act of 1933, as amended, consum-
mated concurrently with the offering, Telenor
purchased 2,400,532 ADSs at the public
offering price.

On June 23, 2000, Vimpe!Com entered into a
US$50,000 working capital 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 facili-
ty 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 facility 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, 2001 and 2000,
2,080,926 newly issued shares (2,774,568
ADSs) of VimpelCom’s common stock were
held by VC Limited, a consolidated affiliate of
VimpelCom. These shares were treated as
treasury shares in the accompanying consoli-
dated financial statements.

On Qctober 8, 2001, VimpelCom purchased
3,744 shares of its common 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 common stock
(6,866,667 ADS) to Eco Telecom, raising
US$92,197 (net of cost of issuance of
US$10,803).

Each outstanding share of VimpelCom’s com-
mon stock entitles its holder to participate in
shareholders meetings, to receive dividends in
such amounts as have been validly deter-
mined by the board of directors or the share-
holders, and in the event of VimpelCom's lig-
uidation, to receive part of VimpelCom’s
assets to the extent there are sufficient funds
available.

In accordance with Russian legislation,
VimpelCom can distribute all profits as divi-
dends or transfer them to reserves. Dividends
may only be declared from accumulated
undistributed and unreserved earnings as
shown in the Russian statutory financial state-
ments, not out of amounts previously trans-
ferred to reserves. Dividends to shareholders
— residents of Russia are subject to a 6%
withholding tax. Dividends to other sharehold-
ers are subject to a 15% withholding tax
which may be reduced or eliminated by double
tax treaties. Transfers to reserves have been
insignificant through December 31, 2001, As
of December 31, 2001, VimpelCom’s retained
garnings distributable under Russian legisla-
tion were US$49,858 at the official year end
exchange rate.

As of December 31, 2001, the amount of con-
solidated retained earnings of VimpelCom rep-
resented by undistributed earnings of compa-
nies which are accounted for using the equity
method was US$3,638.

15. ISSUE OF SHARES OF PREFERRED
STOCK IN VIMPELCOM-REGION

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, 2001, this liquidation prefer-
ence amounted to approximately US$0.9 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
common stock issue. There is no premium
payable on conversion. In accordance with the
agreements dated May 30, 2001 (Note 1), the
shares of preferred stock should be re-distrib-
uted 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 (Note 1), 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. Issued and outstanding com-
mon stock of VimpelCom-Region comprised
3,969 shares as of December 31, 2001. Before
December 3, 2001, VimpelCom-Region was a
wholly-owned subsidiary of VimpelCom. After
consummation of these transactions on
December 3, 2001, VimpelCom and Eco
Telecom owned 99.97% and 0.03%, respec-
tively, of VimpelCom-Region’s outstanding
common stock, and 75% minus one share and
25% plus one share, respectively, of
VimpelCom-Region's outstanding voting capi-
tal stock.

16. INCOME TAXES

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

On March 31, 1999, the Profits tax law was
amended to enact a change in the statutory
tax rate from 35% to 30% effective 1 April
1999. 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 leg-
islation reducing the statutory income tax rate
from 35% to 24% effective January 1, 2002.
The effect of the new tax legislation was rec-
ognized in the period of enactment.
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Income tax expense (benefit) consisted of the following for the years ended December 31:

2001 2000 1999

Current income taxes US$ 28,509 US$ 1,333 Us$ 1,356
Deferred taxes (9,970 (15,676) (6,920)
Us$ 18,539 US$ (14,343) US$ (5,564)

A reconciliation between the income tax expense reported in the accompanying consolidated financial statements and income before taxes multiplied by the statutory
fax rates of 30% (from April 1, 1999 through December 31, 2000) and 35% (from January 1, 1999 through March 31, 1999, and from January 1, 2001 through
December 31, 2001) for the years ended December 31 is as follows:

2001 2000 1999
Income tax expense (benefit) computed on income before taxes at statutory tax rate US$ 23,046 US$ (27,630) US$ (13,600)
Effect of investment incentive deductions (16,460) (1,472) (885)
Effect of non-deductible expenses and other permanent differences 16,460 13,152 15,216
Effect of deductible temporary differences not recognized as measured
by the change in valuation allowance 1,289 (1,052) (725)
Effect of changes in tax rate (5,796) 2,659 (5,570)
Income tax expense (benefit) reported in accompanying consolidated financial statements US$ 18,539 USS (14,343) USS$ (5,564)

The deferred tax balances were calculated by applying the presently enacted statutory tax rate applicable to the period in which the temporary differences between the
tax basis of assets and liabilities are expected to reverse. The amounts reported in the accompanying consolidated financial statements at December 31 consisted of

the following:

2001 2000
Deferred tax assets:
Accrued operating and interest expenses US$ 15,587 US$ 16,895
Deferred revenue 3,778 3,010
Loss carry-forwards 6,114 5,479
25,479 25,384
Valuation allowance (6,768) (5,479)
18,711 19,905
Deferred tax liahilities:
Revenue accrual, net of bad debts 9,771 8,593
Non-current assets 18,214 29,922
27,985 38,515
Net deferred tax liabilities 9,274 18,610
Add current deferred tax assets 8,940 11,312
Total iong-term net deferred tax liability US$ 18,214 US$ 29,922

For financial reporting purposes, a valuation
allowance has been recognized to reflect man-
agement'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
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based on expectations of future taxable
income and reversals of the various taxable
temporary differences.

For Russian income tax purposes, VimpelCom
has accumulated tax losses incurred in 1998,
which may be carried forward for use against

future income. Its use is restricted to a maxi-
mum of 30% of taxable income. Tax loss carry
forwards may be eroded by future devaluation
of the rouble. As of December 31, 2001, for
Russian income tax purposes, the Company had
tax losses available to carry forward of approxi-
mately $25,476 expiring on December 31, 2008.
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17. VALUATION AND QUALIFYING ACCOUNTS

The following summarizes the changes in the allowance for doubtful accounts for the years ended December 31, 2001, 2000 and 1999:

Balance as of December 31, 1998
Provision for bad debts

Accounts receivable written off
Foreign exchange gain

Balance as of December 31, 1999

Provision for bad debts
Accounts receivable written off

Balance as of December 31, 2000
Provision for bad debts

Accounts receivable written off

Balance as of December 31, 2001

13,010
21,414
(26,740)
(1,774)

5,910

21,778
(20,7009)

6,979
16,088
(14,469)

US$ 8,598

The provision for bad debts included in the accompanying consolidated statements of operations is net of related value-added taxes of US$2,682,
US$3,630 and US$3,569 for the years ended December 31, 2001, 2000 and 1999, respectively.

18. RELATED PARTY TRANSAGTIONS

Transactions between VimpelCom and its related parties, except for the transactions described below, consist primarily of services frbm the related
parties and loans to them, which are not material to the financial resuits of VimpelCom.

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

December 31:
2001 2000
Bee-Line Samara Uss$ - US$31
LLC Restline - 422
Closed Joint Stock Company Variant Inform - 416
N-Tecs - 203
Telenor Russia AS 940 -
Others 11 151
US$ 951 US$ 1,223

The amount due from Telenor Russia AS, a
company registered in Norway, a subsidiary of
Telenor AS, represents advances issued under
the contract for supply of computer hardware
and software.

On April 1, 1999, VimpelCom and Telenor
Russia AS signed a Service Dbligation
Agreement (‘Telenor Service Obligation
Agreement"). Total expense in respect of man-
agement fees under the Telenor Service
Obligation Agreement included in selling, gen-
eral and administrative expenses in the
accompanying consolidated statements of
operations for the years ended December 31,

2001, 2000 and 1999 amounted to US$525,
US$672 and US$489, respectively. As of
December 31, 2001 and 2000, the liability to
Telenor amounted to US$340 and US$305,
respectively.

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 agree-
ment, VimpelCom was obliged to pay remu-
neration 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 calcu-

lated as 2% of the outstanding amount of bor-
rowings under the credit line. Total remunera-
tion 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.

On July 6, 2000, VimpelCom and AXF

Consulting LLC, a US company controlied by a
director of VimpelCom, signed a Service
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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 accor-
dance 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, 2001 and 2000 amounted to
US$1,288 and US$804, respectively. As of
December 31, 2001 and 2000, the liability to

FinMark was US$181 and US$323, respective-
ly. In accordance with an agreement between
VimpelCom and FinMark, VimpelCom wili 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 services under
the agreement and withhold a pro rata portion
of the annual fee.

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

19. 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 aver-
age number of common shares outstanding
during the period. Net income (loss) per share
of common stock has been adjusted by a fac-
tor of 1.33 to determine net income per ADS
equivalent as each ADS is equivalent to three-
quarters of one share of common stock.

Years ended December 31

Numerator:
Net income (loss)

Denominator:

Denominator for basic earnings per share — weighted average shares
Effect of dilutive securities - convertible preferred stock

Denominator for difuted earnings per share — assumed conversions

Basic net income (loss) per common share

Diluted net income (loss) per common share

2001 2000 1999

(In thousands, except per share amounts)

US$ 47,301 US$ (77,801)  US$ (39,596)
33,642 30,264 23,181
6,426 - -
40,068 30,264 23,181
1.41 (2.57) (1.71)

1.18 (2.57) (1.71)

Senior convertible notes and employee stock options 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.

20. SEGMENT INFORMATION

SFAS No. 131, “Disclosures about Segments
of an Enterprise and Related Information’,
requires companies to provide certain infor-
mation 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 enter-
prise based on geographical areas.
Management analyses the reportable segments
separately because of different economic envi-
ronments and stages of development of mar-
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kets of wireless telecommunications services
in different geographical areas, requiring dif-
ferent investment and marketing strategies.
The Moscow license area represents a more
developed market for VimpelCom's services
compared to the Regions.

The Board of Directors and management uti-
lize more than one measurement and multiple
views of data to measure segment perform-
ance. However, the dominant measurements
are consistent with VimpelCom’s consolidated
financial statements and, accordingly, are
reported on the same basis herein.

Management evaluates the performance of its
segments primarily based on revenue, operat-
ing income, income before income taxes and
net income along with cash flows and overall

gconomic returns. Intersegment revenues are
eliminated in consolidation. Intersegment rev-
enues may be accounted for at amounts dif-
ferent from sales to unaffiliated companies.
The accounting policies of the segments are
the same as those described in the summary
of significant accounting policies, as dis-
cussed in Note 2.

The Regions were identified as a reportable
segment in the year ended December 31,

2001 due to the quantitative thresholds estab-
lished in SFAS No. 131. Financial information
by reportable segment for the year ended
December 31, 2001, and comparative informa-
tion for the year ended December 31, 2000
are presented in the following tables. In the
year ended December 31, 1999, operations in
the Regions were not material.
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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$427,896
Total intersegment revenues 3,451 1,013 4,464
Impairment of long-lived assets - - -
Depreciation and amortization 59,266 2,104 61,370
Operating income (loss) 94,363 (6,695) 87,668
Interest income 5,731 2 5,733
Interest expense 26,528 337 26,865
Income (loss) before income taxes and minority interest 73,273 (7,089) 66,184
Income tax expense (benefit) 18,629 (80) 18,539
Net income (loss) 55,049 (6,981) 48,068
Segment assets 888,753 162,106 1,050,859
Expenditures for long-lived assets 165,926 101,739 267,665
Year ended December 31, 2000
Moscow License
Area Regions Total
Total operating revenues from external customers US$ 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 income (l0ss) (73.477) (2,087) (75,564)
Interest income 4,039 - 4,039
Interest expense 21,089 - 21,089
Income (loss) before income taxes and minority interest (91,071) (2,099) (93,166)
Income tax expense (benefit) (14,343) - (14,343)
Net income (foss) (77,000) (2,095} (79,095)
Segment assets 701,050 4,069 705,119
Expenditures for long-lived assets 105,018 3,589 108,607
A reconciliation of VimpelCom'’s total segment financial infoermation to the corresponding consolidated amounts follows:
Revenues
2001 2000
Total operating revenues from external customers for reportable segments US$ 427,896 US$ 285,673
Total intersegment revenues for reportable segments 4,464 154
Elimination of intersegment revenues (4,464) (154)
Total consolidated operating revenues US$ 427,896 US$ 285,673
Net income (loss)
2001 2000
Total net income (loss) for reportable segments US$ 48,068 US$ (79,053)
Elimination of intersegment net income (loss) (767) 1,252
Net income (loss) US$ 47,301 us$ (77,801)
Assets December 31, December 31,
2001 2000
Total assets for reportable segments US$ 1,050,859 US$ 705,119
Elimination of intercompany receivables (125,053) (4,804)
Total consolidated assets US$ 925,806 US$ 700,315
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Other significant items:

Year ended December 31, 2001

Segment Gonsolidated

Totals Adjustinents Totals

impairment of long-lived assets Us$ - us$ - Uss$ -
Depreciation and amortization 61,370 (64) 61,306
Operating income 87,668 (518) 87,150
interest income 5,733 - 5733
interest expense 26,865 - 26,865
fncome 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, 2000

Segment Gonsolidated

Totals Adjustments Totals

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

21. 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. The following table summarizes the activity for the plan.

Number of Options

2001 2000
Options outstanding, beginning of year 231,375 -
Options granted 28,500 231,375
Options forfeited (15,750) -
Options outstanding, end of year 244,125 231,375
Options exercisable, end of year 137,813 -

No options expired in the years ended
December 31, 2001 and 2000. The exercise
price for all the options granted is US$23.60
per share (US$17.70 per ADS eguivalent). No
compensation expense was recognized,
because the exercise price of VimpelCom's
employee stock options exceeded the market
price of the underlying stock on the dates of
grant. The weighted average grant-date fair
value of options granted during the years ended
December 31, 2001 and 2000 were US$11.63
(US$8.72 per ADS equivalent) and US$13.36
(US$10.02 per ADS equivalent), respectively.
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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 accelerate the expira-
tion date. As of December 31, 2001, the
weighted average contractual life of out-
standing options was three years.
VimpelCom recognizes compensation costs
for awards with graded vesting schedules on

a straight-ling basis over two to three year
periods.

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.
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2001 2000
Risk-free interest rate 31% 4.3%
Expected dividends yietd 0.0% 0.0%
Volatility factor of expected market price of
VimpelCom's common stock 1.070 1.172
Weighted average expected life of the options (years) 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 vest-
ing restrictions and are fully transferabls. In
addition, option valuation models require the
input of highly subjective assumptions

including the expected stock price volatifity.
Because VimpeiCom’s employee stock
options have characteristics significantly dif-
ferent from those of traded options, and
because changes in the subjective input
assumptions can materially affect the fair

value estimate, in management’s opinion,
the existing models do not necessarily pro-
vide a reliable single measure of the fair
value of its employee stock options.

The effects of applying SFAS No. 123 for providing the following pro forma disclosures are not likely to be representative of the effects on reported net income {ioss)
for future years. VimpelCom's pro forma information for the years ended December 31 follows (in thousands except per share information):

2001 2000
Pro forma net income (loss) US$ 45,938 US$ (77,843)
Pro forma basic net income (loss) per common share Us$ 1.37 US$ (2.57)
Pro forma diluted net income (loss) per common share Usg 1.15 US$ (2.57)

22. CONTINGENCIES

The Russian economy displays emerging
market characteristics. These characteristics
include high inflation, lack of liquidity in the
capital markets, and the existence of curren-
cy controls that causes the national currency
to be illiguid outside of the Russian
Federation. The success and stability of the
Russian Federation’s economy will be signifi-
cantly impacted by the government’s actions
with regard to supervisory, legal, and eco-
nomic 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 introduced in 2001
and previous years which were not always
clearly written and their interpretation is sub-
ject to the opinions of the tocal tax inspectors,
Central Bank officials and the Ministry of
Finance. Instances of inconsistent opinions
between focal, regional and federal tax author-
ities 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
uncerfainty exists, VimpelCom has accrued

tax liabilities based on management’s best
gstimate.

As of December 31, 2001, VimpelCom does
not believe that any material matters exist
relating to the developing markets and evolv-
ing fiscal and reguiatory environment in
Russia, including current pending or future
governmental claims and demands, which
would require adjustment to the accompany-
ing financial statements in order for those
statements not to be misleading.

In the ordinary course of business, VimpelCom
may be party to various legal and tax proceed-
ings, 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 tiability, if any, in all
pending litigation, other legal proceeding or
other matters other than what is discussed
above, will not have a material sffect upon
the financial condition, results of operations
or liquidity of VimpelCom.

VimpelCom's operations and financial posi-
tion will continue to be affected by Russian
political developments including the applica-
tion of existing and future legislation and tax
regulations. The likelihood of such occur-

rences 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 signifi-
cant 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 telecom-
munications networks under its licenses.
VimpelCom’s AMPS/D-AMPS license to oper-
ate 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 precedent upon
which to determine the practical likelihood of
termination.

VimpelCom is dependent upon a small num-
ber of suppliers, principally Alcate! and
Ericsson, for purchases of wireless telecom-
munications equipment. Similarly, there is
onvly a small number of telephone line capacity
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Federation. The amount of contribution is
unspecified and will be agreed with or deter-
mined 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.

VimpelCom’'s AMPS licenses to operate wire-
less 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

suppliers in Moscow. in the year ended
December 31, 2001, VimpelCom purchases
telephone line capacity primarily from two
suppliers: Teleross and Digital Telephone
Networks.

23. QUARTERLY FINANGIAL DATA (UNAUDITED)

The following table sets forth selected highlights for each of the fiscal quarters during the years ended December 31, 2001 and 2000 (US dollars in thousands, except

per share data):

March 31 June 30 Sept. 30 Dec. 31 Year
2001
Net operating revenues US§79,743  US$94,679 USH 114,098 US$ 134,082 US$ 422,602
impairment of long-fived assets - - - - -
Operating income 13,981 20,643 25,459 27,067 87,150
Net income 5,126 9,414 13,915 18,846 47,301
et 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
2000
Net operating revenues US$ 62,975 USE65613 US$70,716  US$H 74,832 UUS$274,136
impairment of long-lived assets - - - (66,467) (66,467)
Operating loss (2,800) (1,469) (918) (69,309) - (74,496)
Net loss (11,833} {6,666} (5,875) (53,427) (77,801}
Net loss per common share — basic (0.42) (0.24) (0.19) (1.62) (2.57)
Net loss per common share — diluted (0.42) (0.24) (0.19) (1.62) (2.57)

24, SUBSEQUENT EVENTS

Equipment Financing Agreements

On January 8, 2002, KBl and Alcatel signed an
annex for the fifteenth phase of the purchase
and installation of mabile telecommunications
GSM network equipment for the amount of
EURO 14,190 (US$12,472 at exchange rate as
of December 31, 2001). On January 8, 2002,
KBI and Alcate) signed the deferred payment
agreement in respect of future deliveries of
equipment under the fifteenth phase. This
agreement provides for the deferral of pay-
ment of the amount of EURO 12,061
(US$10,600 at exchange rate as of December
31, 2001) in respect of future deliveries of
equipment under the fifteenth phase. The lia-
bility will accrue interest at the EURO six-
month EURIBOR rate plus 2.9%. The accrual
of interest will start 30 days after the delivery
of the first consignment of the equipment.
Principal repayments are to be made in six
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equal and consecutive semi-annual instali-
ments. The first instailment becomes dug 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
respective date.

On January 8, 2002, KBl 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 (US$13,219 at exchange rate as
of December 31, 2001). On January 8, 2002,
KB! 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 pay-
ment of the amount of EURO 12,784
(US$11,236 at exchange rate as of December
31, 2001) in respect of future deliveries of
equipment under the sixteenth phase. The lia-

bifity will accrue interest at the EURO six-
month EURIBOR rate plus 2.9 %. The accrual
of interest will start 30 days after the delivery
of the first consignment of the equipment.
Principal repayments are to be made in six
equal and consecutive semi-annual install-
ments. 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.

Purchase of Shares in Cellular Gompany

In February 2002, VimpelCom-Region acquired
5% of Cellular Company’s common stock,
which VimpelCom-Region did not previously
own, for US$227. The fair market value of 5%
of the net assets of Cellular Company approxi-
mated the cost of acquisition.
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