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Fixed-access services: addressable market in Russia
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Additional markets:
Low income
Alternative players 
have a minor share 
of the market
Infrastructure 
building does not 
make economic 
sense

BB only via a non-
discriminatory 
access
Pay-TV through 
satellite only

Addressable market:
150 – 170 cities
18 – 20 million 
households

Markets with strong 
potential for 
development

Current size of market ≈ 52 mln HH
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▪ Investments for modernization (organic growth)
▪ Investments for M&A 
▪ Rebranding

▪ LD/ID and interconnect business optimization/integration
▪ Channel lease optimization
▪ Procurement re-organization

▪ Rebranding
▪ Launch of joint product bundles
▪ Establishment of cross and up-selling in retail and other channels

▪ Focused organizational transformation
▪ Avoidance of uncertainty 

Key goals Key success enablers

1
Continuous focus on 
market performance

2
Enable CS to grow 

fixed BB / TV in 
regions

3
Quick wins in 

convergent revenue 
synergies

4
Quick wins in 
OPEX/CAPEX

synergies

Key business goals of the Comstar integration
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MTS structure: management of Comstar as a separate business unit

MTS Group
Mikhail Shamolin, President and CEO

BU Russia BU Foreign Subsidiaries

Group 
Technology

Group 
Finance

Group
Marketing

Corporate Group Functions
(Strategy, M&A, HR, Legal etc.)

Group 
level

Business
Unit Level

Armenia

Uzbekistan

Turkmenistan

Belarus

BU Ukraine

Macro-region

Group level:
Strategic guidance 
Support for business units

Comstar Board of 
Directors

Comstar-UTS

Integration 
Office

Integration office: 
Overall steering and decision-making
Conflict resolution
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Integration timeline: key initiatives in 2009 – 2010

Optimization of LD channel lease

Alignment of revenue assurance systems

Bundled offers for mass market

Integration of CRM practices

LD network integration

Optimization of interconnect

Alignment of governance models

Introduction of SOX/NYSE control procedures

Replacement of Comstar BoD

Convergent products for corporate clients

IT and billing integration

Unified network quality standards

Comstar rebranding

Alignment of budgeting/planning processes

Legal support for cross-business cooperation

Q4’09 Q1’10 Q2’10 Q3’10

Bundled offers for Moscow

Full integration of sales channels
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Business 
(Moscow)

Consumer 
(Moscow)

Regions

Internet TVFixed voice

Sub-
brands

Mobile 
voice

Mobile
Internet

Rationalizing brand portfolio to stimulate growth

Current brand portfolio

Integrated player

2010 brands
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Total amount: >$200 mln*

Key synergies through ownership of c. 51% of Comstar

Breakdown of estimated synergies by type (in USD mln)

>200*

12

60

46

75

0

50

100

150

200

250

Total Synergies

Cros
s-s

ale
s

Corp
ora

te 
Seg

men
t

Cros
s-s

ale
s

Con
su

mer 
Seg

men
t

SG&A E
xp

en
se

s

Netw
ork

/

Inf
ras

tru
ctu

re

Revenue synergy

Cost Synergy

*NPV



8

Management approach to Comstar

Key benefits
Avoid disruptions to core business and cash-generating functions

Use other examples of integration to ensure best-fit approach for MTS + Comstar
Leverage scale and scope of MTS footprint with depth of Comstar activities

Strive to meet customer needs and desires
Provides most flexibility to manage legal and governance issues

▪ Step-by-step approach on a project-basis
▪ Focus on:

▪ Brand
▪ Products (bundles, convergent solutions)
▪ Infrastructure build-out and sharing
▪ Shared administrative resources

Gradual functional integration

▪ Leverage assets to drive regional broadband 
penetration
▪ Promote services under MTS brand
▪ Utilize Comstar content
▪ Provide access to MTS core network
▪ Use MTS sales and distribution networks

Regional broadband growth

Moscow and regions of Comstar presence Regions without Comstar presence

Realize long-term defensive and cost synergies Realize long-term revenue and cost synergies


