We value your time by creating and bundling the most advanced digital
services that deliver the expected “result” to every customer – be it
experiences or emotions... so you could have an exciting, quality time the
way you want it – for as long as you want it

08 PJSC ROSTELECOM Annual report 2016

Annual report 2016 PJSC ROSTELECOM 09

COMPANY
PROFILE

10 History Milestones
12 Company Overview
and Structure
14 Business Model
16 Investment Hotspot

History Milestones
07.03.1876

Alexander Bell patented the telephone

01.06.1880

The world’s first payphone introduced

15.01.1880

The first domestic long-distance telephone network launched in Russia

Commercial telephony launched in Russia for the first time
ever, with 338 users in Saint Petersburg and 224 users in
Moscow signed up for the new communication service during
the first year of operation
23.12.1900

The world’s first radio transmission of the human voice

24.12.1906

The world’s first broadcast of a radio programme

09.05.1911

The world’s first transmission and receipt of simple images over wires. Russian scientist
Boris Rosing patented a method of electrical transmission of images over a distance
and, in 1911, became the first in the world to transmit and receive TV images

First automatic telephone stations (ATS) put into operation
in the USSR. Wide-scale communications networks
development commenced in the USSR by the People’s
Commissariat for Communications of the USSR, and later on –
by the Ministry of Communications of the USSR
30.12.1957

The world’s first vision of fibre-optic communications introduced at the meeting of the
telecommunications subpanel of the Scientific and Technical Council of the USSR’s
Telecommunications Research Institute

01.11.1964

The world’s first multichannel optical data transmission system launched with a 10
km range of coverage

29.10.1969

ARPANET packet switching network (the prototype for the Internet) launched

03.04.1973

The world’s first call from a handheld mobile phone made

22.10.1969

Ethernet developed

The Ministry of Communications of the USSR established
Joint Stock Company Sovtelecom responsible for operation
and development of the long-distance and international
telecommunications network in the USSR
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Sovtelecom transformed into Intertelecom, an international
joint stock company, and, one year on, was renamed to
Rostelecom
06.08.1991

The world’s first website published

03.12.1992

The first SMS text sent

Svyazinvest, a state-owned holding company, established to
run 85 regional telecoms operators
23.07.1996

First broadcast of digital high definition signals made

Seven IRCs (interregional companies) established through
merging regional telecoms operators
As part of a government-initiated reform to consolidate
state communications assets, Stage 1 of Rostelecom
reorganization with IRCs joining the Company completed

Stage 2 of Rostelecom reorganization completed, as
Svyazinvest and 20 subsidiaries merged to form an enlarged
company, Rostelecom

Joint venture with Tele2 Russia established to develop
mobile business
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Company Overview
and Structure
NorthWest

SUBSIDIARIES*
»» Bashinformsvyaz
»» Central Telegraph
»» SafeData Group
»» Macomnet
»» Severen-Telecom
»» Giprosvyaz
»» GNC-ALFA (operates in Armenia)

Revenue

36.6
RUB bn

Centre
Revenue

73.8
RUB bn

South

Revenue

Volga

Ural

RUB bn

40.9

29.0

28.8
JOINT VENTURES

Revenue

RUB bn

Revenue

RUB bn

* Most significant subsidiaries and affiliates. For the full list of subsidiaries and affiliates see
Appendix 5 All Forms of PJSC Rostelecom’s Participation in Commercial and Non-Commercial
Organisations to this Annual Report.

Regions outside the Company’s geography
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KEY HIGHLIGHTS
Revenue

OIBDA

RUB
BILLION

Headcount

RUB
BILLION

THOUSAND

32.5% of revenue

Digital services

Backbone network
capacity

TBPS

Broadband market share**

IPTV market share**

Far East
Siberia
31.4
Revenue

RUB bn

Revenue

20.7
RUB bn

** According to TMT Consulting
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Business Model
Rostelecom’s business model is
designed to provide top quality, advanced
telecommunications services and fully fits
into the corporate strategy of the Company’s
transformation into an integrated digital
services provider. Alongside its core
operations, the Company is strongly focused
on sustainable development by facilitating
Russia’s economic growth and balancing
interests of key stakeholders. Rostelecom is
building a profitable business for the benefit
of its shareholders and creating value for
the community by improving quality of life for
its customers across the country.

OPERATING ENVIRONMENT
RESOURCES

Production assets

MISSION
Rostelecom creates more opportunities
for people and organisations by providing
services and supporting projects and
initiatives, which are important for society.

Intellectual capital
STRATEGY

Social capital and
goodwill

Employees

»
»
»
»
»

Edge on technology in IP networks
Diﬀerentiated oﬀerings
Customer service in line with best practice
Organisational and cultural transformation
Operational excellence

PILLARS
»
»
»
»

Geographic coverage
Technology-driven growth
Comprehensive approach
Sustainability

Finance
JOINT VENTURES

Natural
resources

RISKS
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ПАО «РОСТЕЛЕКОМ»

OUTCOMES
Cash flow
OPERATIONS:

Traditional
products

Services
and
products
Digital
products

Intellectual
property

Better
internal efficiency

Stronger brand
and reputation

Customer service

Infrastructure

Achievement of targets
and KPIs

Expertise
and
know-how

Knowledge and technology

Social effect

Corporate culture

Waste management
and
pollution control

Environmental
protection
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Investment
Hotspot
Russia’s telecommunications industry
is attractive for both long-term and
short-term investors. Building on
its strong competitive advantages,
Rostelecom benefits from stable cash
flows and demonstrates solid operational
performance despite unfavourable
macroeconomic conditions and fast-paced
advances in technology and evolving
customer preferences. The Company
responds to market challenges and makes
use of new opportunities they present.
High asset quality, streamlined business
processes and accumulated expertise
enable Rostelecom to grow sustainably in
its core operating segments.

Прим

COUNTRY
INDUSTRY
COMPANY
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мечания

Short-term drivers
»» Inflation slowdown to 5.4%1 in 2016 and 4.1% by 2019 –
lower cost of debt and expenses in RUB terms
»» Rouble appreciation by 17% against the US dollar in 2016 –
cheaper imports and better financial performance in USD terms

Long-term drivers
»» Improvements in investment climate
»» Economic diversification and lower reliance on commodity prices –
higher demand for high-tech products and services
»» Digitalisation of the economy – Russian Government’s focus on
the development of digital products and services
»» Population growth to 150 million people by 2030 –
customer base expansion

»» Lower sensitivity to adverse market changes –
sustainable revenues
»» Smaller wallet share of telecoms expenses – stable market position

»» Fourth Industrial Revolution, IIoT and 5G – growing market size
»» Demand shifting towards digital products and VAS –
opportunities to capture new revenue pools and grow ARPU

»» Ability to accumulate expertise and quality assets via acquisitions
»» Higher penetration – subscriber base expansion

»» Leadership in Broadband (38% market share) and IPTV
(69% market share) + CAPEX of RUB 61.9 billion in 2016 –
technology edge
»» More than 32 million households connected to fibre –
leadership in B2C
»» FCF of RUB 13.3 billion and net profit of RUB 12.2 billion –
strong financial performance supporting strategic development
»» Progressive dividend policy – at least 75% of FCF, but not less than
RUB 45 billion in 2015–2017
»» Share option plan –
employees incentivised to drive the Company’s value

»» Presence in high-potential markets –
differentiated offerings to grow ahead of the market
»» Loyal customer base and company’s focus on customer service
excellence – higher customer satisfaction
»» Organisational transformation –
higher employee engagement and revenue per employee ratio
»» Focus on efficiency – cost reduction
»» Real estate portfolio –
proceeds from asset disposals and lower maintenance costs
»» Venture capital fund – investments in start-ups
»» Strategic investments in joint ventures with Tele2 Russia and VGTRK –
development of converged products
»» R&D – driving competitive edge in technology
»» Government as a customer –
nation-wide government-sponsored projects

1 Source hereinafter: Rosstat (Federal State Statistics Service), the Bank of Russia, Russian
Ministry of Economic Development, TMT Consulting, Higher School of Economics, Company
data.
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