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MegaFon reports results for Q4 2017
and the full year 2017

Press-release

Moscow, Russia (15 March 2018) - PJSC “MegaFon” (*"MegaFon” or the
“Company” and, together with its consolidated subsidiaries, the
“Group”) (LSE: MFON), a pan-Russian provider of digital opportunities,
announces its financial' and operating results for Q4 2017 and the full
year 2017.

Key financial and operating highlights of the telecom segment
for Q4 20172

I Telecom segment revenue increased by 4.1% y-o-y® to RUB 84,641 million

I Telecom segment Adjusted OIBDA* decreased by 0.6% y-o-y to RUB 28,865 million
fITelecom segment Adjusted OIBDA* margin was 34.1% versus 35.7% in Q4 2016

I Telecom segment Adjusted Net Profit® decreased by 53.1% y-o-y to RUB 3,037 million
fITelecom segment CAPEX decreased by 17.2% y-o-y to RUB 22,133 million

fITelecom segment Free Cash Flow to Shareholders increased by 93.2% y-o-y to RUB 12,999
million

i Telecom segment Net Debt as of 31 December 2017 was RUB 234,517 million

{{The number of mobile subscribers as of 31 December 2017 remained stable at 77.1 million®

1. Based on the IFRS consolidated financial statements audited by JSC KPMG

2. See Schedule 1 for definitions of the terms used and Schedule 2 for the reconciliation of Non-IFRS measures. Due to rounding manual
calculations for financials and KPIs may differ from those displayed

3. Year over year (“y-o-y”) stands for the same periods in the current and previous year on either a quarterly or yearly basis

4. Q4 2016 OIBDA is adjusted to exclude the non-cash goodwill impairment relating to the broadband business in the amount of RUB
3.4 billion

5. Qu 2016 Net Profit is adjusted to exclude the non-cash goodwill impairment relating to the broadband business in the amount of
RUB 3.4 billion

6. Telecom segment data includes subscribers of the Company in Russia and the subscribers of its subsidiaries: “TT mobile” CJSC in
the Republic of Tajikistan, “AQUAFON-GSM” CJSC in the Republic of Abkhazia and “OSTELEKOM” CJSC in the Republic of South
Ossetia
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Key financial and operating highlights of the telecom segment
for the full year 2017

I Telecom segment revenue increased by 1.8% y-o-y to RUB 321,810 million

I Telecom segment Adjusted OIBDA” increased by 0.6% y-o-y to RUB 121,850 million

I Telecom segment Adjusted OIBDA” margin was 37.9% versus 38.3% in 2016

I Telecom segment Adjusted Net Profit® decreased by 29.0% y-o-y to RUB 20,519 million
fITelecom segment CAPEX decreased by 14.6% y-o-y to RUB 55,985 million

fITelecom segment Free Cash Flow to Shareholders increased by 27.0% y-o-y to RUB 35,202
million

7. This amount excludes the non-cash goodwill impairment relating to the broadband business in the amount of RUB 3.4 billion in Q4
2016

8. This amount excludes the non-cash impairment relating to the Euroset joint venture in the amount of RUB 15.9 billion in Q2 2017 and
the non-cash goodwill impairment relating to the broadband business in the amount of RUB 3.4 billion in Q4 2016
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Sergey Soldatenkov, the Group’s Chief Executive Officer, commented on the financial and
operating results of the telecom segment as follows:

Financial Performance

<< 2017 was a turning point for our Company and the telecom industry as a whole. We
managed to reverse the downward trend in revenue which has been prevalent in the

market for a long time. We were the first operator to withdraw unlimited voice and
data plans; we became a model for smart pricing, we stopped pursuing growth in
subscriptions at any cost, and we focused our efforts on improving the quality of
service, all of which put our business back on a path towards growth.

These steps helped us to meet our guidance. Our telecom segment total revenue
showed a positive 1.8% y-o-y growth, reaching 321.8 bin rubles, while service revenue
grew by 1.3% y-o-y and OIBDA increased to 121.9 bin rubles. We continued upgrading
our network and fulfilled all of our construction plans, while at the same time
streamlining our costs and keeping CAPEX at 56 bin rubles.

Digital Strategy

The key event of the last year was the launch of our Digital Strategy. With the launch
of our strategy we also introduced our new slogan “Connecting opportunities”. We
have started transforming from a traditional telecom operator into an provider of
digital opportunities. We have set ourselves a new subscriber target: a digital client
who sees us as his/her number one choice for a great lifetime partnership. Our new
brand and slogan “MegaFon. Starts with you” precisely reflects the change in our
business philosophy.

We can already see the results of our strategic initiatives. Our innovative tariff line
“Vklyuchaisya!” (“Connect!”), developed using Big Data analytics, has enabled us to
design client offers taking into account subscribers’ behavioural patterns. 76% of our
clients choose products from our average and above average price segments.

Also in 2017 we actively participated in discussions of matters on the Government’s
agenda for the digital economy and took a leading position in the working group for
the development of its Information Infrastructure Programme. As a result, we have now
launched pilot projects for digitalisation of certain Russian regions after signing
agreements with the authorities of the Udmurt Republic, and the Ulyanovsk and Pskov
regions.

FIFA World Cup and 5G

Our engineers designed a state-of-the-art network to provide high-quality service at
the 2017 Confederation Cup, and this event has been recognized as one of the most
hi-tech sporting events ever held. We intend to build on our achievements at the FIFA
World Cup later this year. We have a long track record of leading the implementation
of new technologies, and we have been particularly active in developing the 5G
standard. In June 2017, we demonstrated the operation of a 5G network at 35 GBps
together with Huawei during the Saint Petersburg Economic Forum, and achieved the
absolute record in Russia for mobile internet speed. Accordingly, we are looking
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forward to setting up the first 5G testing sites using specifically allocated working
frequencies during the World Cup.

Euroset

In February 2018 we completed our previously announced agreement with VEON to
terminate our Euroset joint venture and divide the Euroset business between us. Under
this agreement VEON acquired approximately 1,700 outlets and transferred its 50%
interest in the joint venture to us, so that MegaFon then owned 100% of Euroset. In
addition, VEON made a cash payment of 1,2 bin rubles in respect of its share of
Euroset’s liabilities and obligations.

At the moment, we are evaluating different strategic scenarios for Euroset to find
ways to use its meaningful presence in the multibrand segment to support and
enhance our existing large monobrand retail network.

CAPEX

In order to permit us to improve the quality of our services and customer experience,
continue LTE network rollout, fund our obligations in respect of Yarovaya (data
storage) law implementation, and make network resilience improvements, we intend to
significantly increase CAPEX from 56 bln rubles in 2017 to as much as 80 blin rubles in
2018.

Dividends

The Board of Directors has determined that the Company should not pay dividends in
2018 and accordingly the Board will not be recommending to shareholders the
declaration of dividends in 2018.

24

€ MecaFoN .

Starts with you



. ‘ ‘ Results for Q4 2017 and the full year 2017

Financial results of the telecom segment
(In millions of RUB, except as indicated)

Three Months Full Year

Qu Qu Q4 2017/ 2017/

2017 2016 Qu 2016 2017 2016 2016
Revenue 84,641 81,287 4+.1% 321,810 316,275 1.8%
Wireless Services 67,602 65,871 2.6% 264,352 263,645 0.3%
Including data revenue 23,544 21,372 10.2% 89,748 84,441 6.3%
Wireline Services 9,111 6,988 30.4% 28,759 25,661 12.1%
Sales of equipment 7,928 8,428 (5.9%) 28,699 26,969 6.4%
& accessories
Adjusted OIBDA 28,865 29,053 (0.6%) 121,850 121,139° 0.6%
Adjusted OIBDA Margin 34.1% 35.7%° (1.6 p.p.) 37.9% 38.3%° (0.4 p.p.)
Adjusted Net Profit 3,037 6,479 (53.1%) 20,5190 28,8960 (29.0%)
Adjusted Net Profit Margin 3.6% 8.0%'" 4.4 p.p.) 6.4%'"° 9.1%'"° (2.7 p.p.)
CAPEX 22,133 26,715 (17.2%) 55,985 65,577 (14.6%)
CAPEX / Revenue 26.1% 32.9% (6.8 p.p.) 17.4% 20.7% 8.3 p.p.)
Financial results of the telecom segment, Russia only"
(In millions of RUB, except as indicated)

Three Months Full Year

Qu Qu Qu 2017/ 2017/

2017 2016 Qu 2016 2017 2016 2016
Revenue 83,490 80,118 4.2% 317,430 311,567 1.9%
Wireless Services 66,461 64,714 2.7% 260,009 258,990 0.4%
Including data revenue 23,101 21,022 9.9% 88,216 83,119 6.1%
Wireline Services 9,102 6,979 30.4% 28,724 25,619 12.1%
Sales of equipment 7,927 8,425 (5.9%) 28,697 26,958 6.5%
& accessories
Adjusted OIBDA 28,738 29,283° (1.9%) 121,806 122,105° (0.2%)
Adjusted OIBDA Margin 34.4%  36.5%° (2.1p.p.) 38.4%  39.2%° (0.8 p.p.)
Adjusted Net Profit 3,389 7,657'° (55.7%) 23,3520 33,706 (80.7%)
Adjusted Net Profit Margin 4.1% 9.6%'"° (5.5 p.p.) 7.4%'"0 10.8%'° 3.4 p.p.)

9. Q4 2016 OIBDA is adjusted to exclude the non-cash goodwill impairment relating to the broadband business in the amount of RUB
3.4 billion

10. Q2 2017 Net Profit is adjusted to exclude the non-cash impairment relating to the Euroset joint venture in the amount of RUB 15.9
billion and Qu4 2016 Net Profit is adjusted to exclude the non-cash goodwill impairment relating to the broadband business in the
amount of RUB 3.4 billion

11. Excluding mutual settlements with “TT mobile” CJSC, “AQUAFON-GSM” CJSC and “OSTELEKOM” CJSC
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Revenue

Total revenue for the telecom segment in Q4 2017 increased by 4.1% y-o-y to RUB 84,641 million,
driven by improving trends in our service revenue. Total revenue for the telecom segment for the
full year 2017 increased by 1.8% y-o-y and reached RUB 321,810 million, fully in line with our
guidance on service revenue. Revenue from Russia remained the major component in this
segment, accounting for over 98.6% of total revenue.

We continue to see growth in our wireless revenue through our marketing initiatives and the
promotion of our innovative tariff line “Vklyuchaisya!” (*“Connect!”). This helped us to achieve a
2.6% y-o-y increase in wireless revenue in Q4 2017 and a 0.3% y-o-y increase in wireless revenue
for the full year 2017.

Although revenue from traditional voice services continued decreasing, the decline was offset to a
large degree by continued growth in mobile data revenue, due to the increase in the number of
subscribers of the innovative tariff line “Vklyuchaisya!” ("Connect!”). This innovative tariff line
was designed using Big Data analytics to take into account subscribers’ needs and encourage
greater data usage. As a result, our mobile data revenue in Q4 2017 increased by 10.2% y-o-y to
RUB 23,544 million, and for the full year 2017 it increased by 6.3% to RUB 89,748 million.

We also experienced increased subscriber interest for our popular VAS-services such as mobile
finance, MegaFon TV and other content which drove VAS revenue for 2017 up by 4.1% y-o-y.

In Q4 2017 wireline service revenue increased by 30.4% y-o-y to RUB 9,111 million, mainly due to
one-off boosts in revenue resulting from a partial completion of a long-term construction contract
with a B2X client and from additional services provided during the Final Draw for the 2018 FIFA
World Cup. Even without these two one-offs, wireline revenue demonstrated organic growth on
the back of our further expanding service portfolio. The one-offs mentioned above contributed to
the 12.1% growth in wireline revenue for the full year 2017.

Despite a 5.9% y-o-y decline to RUB 7,928 million in Q4% 2017, revenue from sales of equipment
and accessories for the full year 2017 increased by 6.4% y-o-y to RUB 28,699 million as a result of
continued increase in strong demand for high-end devices.

Adjusted OIBDA and adjusted OIBDA Margin'?
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