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Certain statements and/or other information included in this document may not be historical facts and may constitute  bkns]n` looking 

op]paiajpo¦ within the meaning of Section 27A of the U.S. Securities Act and Section 2(1)(e) of the U.S. Securities Exchange Act of 1934, 

as amended. The words  ^aheara¦(  atla_p¦(  ]jpe_el]pa¦(  ejpaj`¦(  aopei]pa¦(  lh]jo¦(  bkna_]op¦(  lnkfa_p¦(  sehh¦(  i]u¦(  odkqh`¦ and 

similar expressions may identify forward looking statements but are not the exclusive means of identifying such statements. Forward 

looking statements include statements concerning our plans, expectations, projections, objectives, targets, goals, strategies, future 

events, future revenues, operations or performance, capital expenditures, financing needs, our plans or intentions relating to the 

expansion or contraction of our business as well as specific acquisitions and dispositions, our competitive strengths and weaknesses, 

the risks we face in our business and our response to them, our plans or goals relating to forecasted production, reserves, financial 

position and future operations and development, our business strategy and the trends we anticipate in the industry and the political, 

economic, social and legal environment in which we operate, and other information that is not historical information, together with the 

assumptions underlying these forward looking statements. By their very nature, forward looking statements involve inherent risks, 

uncertainties and other important factors that could cause our actual results, performance or achievements to be materially different 

from results, performance or achievements expressed or implied by such forward-looking statements. Such forward-looking statements 

are based on numerous assumptions regarding our present and future business strategies and the political, economic, social and legal 

environment in which we will operate in the future. We do not make any representation, warranty or prediction that the results 

anticipated by such forward-looking statements will be achieved, and such forward-looking statements represent, in each case, only 

one of many possible scenarios and should not be viewed as the most likely or standard scenario. We expressly disclaim any obligation 

or undertaking to update any forward-looking statements to reflect actual results, changes in assumptions or in any other factors 

affecting such statements. 

 

Disclaimer 
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1. What is MegaFon? 

2. Corporate and Financial Highlights for Q3 2014 

3. Appendix 

Agenda 
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What is MegaFon? 
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Wireless revenues; 
86.5% 

Wireline revenues; 
7.1% 

Sales of handsets 
and accessories; 

6.5% 

c.99% of revenues comes from Russia 

RUB 232.6Bn  

MegaFon at a glance 

Highlights Consolidated 9M 2014 revenue breakdown 

Source: Company data.  
Note: 
(1) Þ By overall mobile revenues and number of subscribers as of July 2014 in Russia 
(2) Þ Total number of subscribers as of Sep 2014 was 71.5MM in Russia, Tajikistan, South Ossetia and Abkhazia 

Å 2nd largest Russian mobile operator(1), with 69.1MM subscribers(2) and 
historically growing market share 

Å Unique network position overall on the back of substantial investments  

Å Leading 4G/LTE operator providing access to 4G/LTE network in 68 
Russian regions, covering c.50.0% of population by the end of September 
2014 

Å Innovative player with a customer-centric approach and a leading position 
in digital services and content 

Å Extensive retail network consisting of over 7,900 stores, including almost 
2,000 owned-and-operated stores, third party monobrand stores and 
Euroset stores  

Å Managed by a professional team with solid track record 

Å Listed on the London and Moscow stock exchanges since 27 Nov 2012 

Compelling historical financial performance 

Strong 
fundamentals 

Growth 

Returns 

Å Superior historical growth among Big 3 Russian mobile operators with 
significant future growth potential 

Å Focus on improving operating efficiency and capital expenditure 
management which translates into growing cash flows 

Å Highly attractive shareholder remuneration policy: 90% dividend payout 
ratio for 2013  

RUB Bn 2010 2011 2012 2013 2010-13 
CAGR 9M 2014 

Total mobile 
subscribers (MM) 57.2 62.8 64.6 70.1 7.0% 71.5 

Consolidated revenue 215.3 242.4 272.3 297.2 11.3% 232.6 

Consolidated OIBDA 97.6 100.6 117.1 132.6 10.8% 104.1 

   Margin (%) 45.3% 41.5% 43.0% 44.6% 44.7% 

Capex (66.5) (70.6) (45.2) (47.1) (10.8%) 36.0 

   As % of revenues 30.9% 29.1% 16.6% 15.9% 15.5% 

OIBDA͐ @^mbu 31.1  30.0 71.9 85.4 40.0% 68.0 

   As % of revenues 14.4% 12.4% 26.4% 28.7% 29.3% 
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Launch of 4G/LTE 
services in partnership 
with Yota, reached 76 
cities and towns by YE 
2012 
 
Acquisition of 25% 
stake in Euroset 
 
Start listing on the 
LSE and MICEX 

20 years of our success story to become a leading telecom operator in 
Russia 

Source: Company data.  
 

242.4 
272.3 

297.2 

1993 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014E

ÛKloqeTbpqþ
DPJÜþclrkaba)þ
launched 
operations in St. 
Petersburg 

1st operator in 
Europe to launch 
ÛJJPÜþ^kaþ.st 
operator in Russia 
to introduce 
ÛJl_fib-QSÜ 

1st operator to 
cover all 
regions in 
Russia 

1st operator to 
launch 3G 
network in 
Russia in St. 
Peters- 
burg 

Acquisition of 
Synterra  
 
Becomes #2 mobile 
operator in Russia in 
terms of subscribers 

Acquisition of 
Net-by-Net 
 
MegaLabs 
launches 
operations 

NorthWest GSM 
acquired nine 
other regional 
GSM operators 
and renamed 
MegaFon 

MegaFon total revenues 
(RUB Bn) 

Launch of online 
store and 
introduction of 
EDGE technology 

Acquisition of 100% 
stake in 
Yota/Scartel 
recommended for 
shareholder vote 
 
Number of 4G 
subscribers hits 1 
million 

~20x 

Leading 4G 
provider in Russia  
 
General 
Communication 
partner for Sochi 
Olympics 2014  
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Source: Analysts reports, Bloomberg 
Notes: 
(1) Ø Share prices indexed to MegaFon LSE share price 

Praised by reputable analysts 

Preferred Russian telecom play 

-28% 

-36% 

-54% 

-22% 

MSCI Russia 

Share price performance since January 2014(1) 
MegaFon remains our preferred stock within Russian telcos. Buy! 

MegaFon remains our preferred stock within Russian telcos for five 
reasons: decent 16% FCF CAGR 2014-16, relatively lower risks, upside 
risks for earnings, attractive 7% dividend yield, undemanding 
valuation in EEMEA context 

Morgan Stanley, October 2014 

 
 

 

 

 

Bank of America Merrill Lynch 

 

Favorable play on the Russian Telecom market;. Buy!  

We see MegaFon as one of our preferred plays in the CEEMEA 
telecom space for its high levels of shareholder remuneration 
(2015- 17E cumulative dividend yield of >30%), leadership in the 
Russian data market, one-country exposure and impressive track 
record of management execution. 

JPM, October 2014 

 

Results in line with our and consensus expectations. Buy!  
Jbd^ClkÚp 3Q14 results came in largely in line with our and 
consensus expectations. EBITDA profitability was fairly strong at 46%, 
with contained sales and marketing and higher data revenue in the 
mix. An interim dividend will  not be paid this year, but that does not 
mean the annual dividend will  be cut.  
                                                                                           VTB, October 2014 
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34,4% 33,4% 32,6% 
30,7% 30,9% 31,0% 31,5% 31,8% 

23,0% 

24,2% 25,8% 27,1% 27,1% 28,1% 28,0% 28,0% 
25,4% 

24,5% 23,7% 25,1% 24,3% 
23,3% 22,8% 23,1% 

17,2% 18,0% 17,8% 17,1% 17,6% 17,6% 17,7% 17,1% 

2008 2009 2010 2011 2012 2013 Q1 2014 Q2 2014

Source: EIU (as of November 6, 2014) 
Note: 
(1) - Government focus on MTR and potential roaming regulation is increasing 
(2) - Fully implemented since April 2014  
(3) - Includes Czech Republic, Hungary, Romania, Bulgaria, Poland, Slovakia 
(4) - Includes Canada, Germany, France, Italy, Japan, United Kingdom, United States 

Attractive Russian telecommunications market in the early stages of digital 
transition 

Russian market fundamentals 

Competitive telecom market dynamics 

Å 3 nationwide mobile operators 

Å Predominantly prepaid market, limited handset subsidies 

Å Relatively high OIBDA margin (compared to developed markets) 
on the back of relatively benign competition and regulatory 
framework  

Benign regulatory framework 

Å Mobile termination rates, roaming rates, and last mile fiber 
access are not regulated(1) 

Å Mobile number portability implemented relatively late in terms 
of market development(2): MFON is a net beneficiary of MNP with 
c.90K net additions in 9M 2014 

Å Local loop unbundling is not implemented  

MegaFon track record of  gaining market share 

(Subscribers in millions) 

(2.3 pp) 

+5.0 pp 

(0.1 pp) 

(2.6 pp) 

ú 188 208 219 228 230 243 

Others 

Russian mobile subscribers market share 

38,3% 

35,7% 

22,0% 

4,0% 

Total mobile revenues H1 2014 Data revenues H1 2014 

Others 
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  Russia 
East-Central 

Europe(3) 
G7(4) 

GDP (CAGR 2014-2016E real change p.a.) 1.2% 2.9% 1.7% 

Private consumption (CAGR 2014-2016E 
real change p.a.)  

1.3% 2.2% 1.5% 

243 

30,0% 

32,2% 

24,9% 

12,9% 
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Focus on key drivers of data revenue growth (1/2) 

Note:  
(1) « Include smartphones, tablets, dongles, routers, and other data-enabled devices 

 

Å Share of data-enabled devices(1) on 
MegaFon network reached c.39% 
as of Q3 2014 

Å Share of smartphones and tablets 
of all data-enabled devices sold in 
MegaFon Retail increased from 
67% in Q3 2013 to 79% in Q3 2014  

 

Å MegaFon sold more than 430K 
customized tablets since the 
beginning of 2014 

¢ MegaFon launched sales of 3G 
affordable tablet Login 3 at 
RUB 1,990 

430K 

430K of  
customized 
tablets  sold 

YTD 

39% 
39%  -  

share of data-
enabled devices 

on MFON 
network  

I. Growing number of data-enabled 
devices 

3.1x 

Sales of 4G 
devices sold 
via MFON 

Retail  
up 3.1x 

Å Total number of 4G data-enabled devices sold through 
MegaFon Retail increased 3.1x y-o-y in 9M 2014 

¢The share of 4G devices out of the total number of 
data-enabled devices sold grew by 11.7 p.p. to 23.0%, 
out of which MegaFon customized devices represented 
82%  

Å 5 popular bundled tariffs  =hh 
ej_hq`a`¦( containing various 
data packs from 0.5Gb/month 
to 15GB/month, to meet all 
_qopkiano# needs 

5 

5 popular 
bundled 
tariffs for 

smartphones 

II. Promotion of special data plans 
for higher data usage  

Å MegaFon reduced the price 
for its  Ejpanjap TO¦ tariff 
option by 50% in order to 
stimulate switch of  lqna¦ 
voice users to data 
consumption 

50% 

Price for 
 EjpanjapĊTO¦Ċ
tariff option 
was cut 50% 

¢  Internet TO¦ gives 70 Mb per day at 4G/3G 
speed, which is sufficient for data usage 
beginners, and costs RUB 7.0/day    

 

Å 7 Internet tariff options for domestic users, 4 tariff 
options for users travelling inside Russia and 
abroad, and 1 special tariff option for children 

12 

12 special 
Internet tariff 

options   
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* 

Novosibirsk 

Samara Ufa 

Kazan 

Saint-Petersburg 

Krasnoyarsk 
Omsk 

Perm 

Ekaterinburg 

Chelyabinsk 

Moscow 

III. Continued 4G / LTE development in Q3 2014  

Federal districts covered by MegaFon 4G / LTE network 
Note:  
(1) « Russian population as of the latest census in October 2010 

 

Volgograd 

Nizhniy Novgorod 

Rostov-on-Don 

Å4G services are available in: 

¢68 federal regions with 50.0%(1) of Nqooe]#o population 

¢19 regions added since the beginning of the year 

¢14 out of 15 cities in Russia with a population of more 
than 1 million 

Å2.6 million 4G users consuming 37.3% of total traffic in 
Q3 2014 

68 

4G services are 
available in 68 of 
Nqooe]#oĊba`an]hĊ

regions 

ÅLTE-roaming coverage was extended to 15 countries, 
including Singapore, Monaco, Austria, Belgium and 
Taiwan 

ÅWe expect to open LTE-roaming in more travel 
destinations by the end of 2014  

15 

LTE-roaming 
available in 15 

countries 

40% 

Number of  
4G base stations 
increased by 40% 

YTD 

Å In 9M 2014, MegaFon significantly improved 
service quality in Moscow and Moscow region 

Å Total number of 4G/3G base stations, including 
newly built and upgraded, increased by 20% YTD, 
while the number of 4G stations grew by c.40% 
YTD 

Å Further expansion of 4G/3G coverage mainly in suburban 
residential areas allowed us to: 

¢significantly improve the quality of communications services 
and achieve a considerable increase in average data 
transmission speed  

¢increase network capacity in areas with heavy traffic load to 
reduce bottlenecks 

¢provide data services to customers living in areas with limited 
access to wireline internet 

Focus on key drivers of data revenue growth (2/2) 
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Developments in B2B segment 
Overview 

In 2012, MegaFon restructured its B2B and B2G (collectively  >2T¦% services into an operational 
unit independent from the B2C segment and ceased treating mobile and wireline services 
separately within this unit 

 
Business focus 

Å High quality service and customer excellence  

Å Customer-focused approach  

Å Satisfaction of customer needs through: 

¢Offering a wide range of services and products 

¢Providing all necessary network infrastructure and technical support            

Offering 

Customer services 

Å More than 2,000 representative offices in Russia  

Å Renewed  Lanokj]h account¦ complying with best-in-class on-line service standards    

Å 24/7 Federal Center for Corporate Client Service dealing with corporate written client requests 

Å Wide network of call-centers across Russia 

Å Service control at all corporate client service channels 

Products launched in 2014 

Å  Renpq]h osep_d¦ (VPLS) ¢ technology to build a corporate network between different subsidiaries 
and territories based on IP/MPLS backbone network    

Å  8-800-222¦ ¢ toll-free telephone numbers starting with the prefix  8-800-222¦  

Å  Kj-heja¦ video conference ¢ HD-quality service for on-line video conferences and webinars with 
a set of easily usable tools     

Å  Naokqn_a under _kjpnkh¦ ¢ unique service allowing to report housing and public utilities data via 
a dedicated access point (APN) to the Automated information and measurement system hosted 
at Iac]Bkj#o server, accumulate them and then transmit to management companies    

Å  Renpq]h kbbe_a¦ ¢ IP-telephony service for office automatic telephone station  

15.3% 

B2X revenue 
increased by 
15.3% y-o-y  

  

8.8% 

Number of  
clients grew by 

8.8% y-o-y 

14.8% 

Number of  
mobile users 

grew by  
14.8% y-o-y 

New B2B & B2G clients 

MegaFon was named the best communications services provider 
fkþqebþ?/Dþpbdjbkqþ^``loafkdþqlþÛDLPW>H>W-/-.1Ü 

B2X strong performance in 9M 2014 
 

Pension 
Fund of 
the RF 

Federal 
State 

Statistics 
Service 

Prosecutor 
Dbkbo^iÚpþ
Office of 
the RF 

Russian 
Federal 
Treasury 

EMERCOM 
of Russia 

Ministry of 
Internal 
Affairs of 
the RF 

St. Petersburg 
International 

Economic 
Forum 

Note:  
(1) « Data revenue includes mobile data revenue, as well as broadband Internet revenue   

 

26.1% 

Number of  
data user grew 
by 26.1% y-o-y 

52.7% 

B2X data  
revenue(1) grew 
by 52.7% y-o-y 

68.8% 

B2X mobile data  
revenue grew by 

68.8% y-o-y 
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148 
164 181 176 208 

628 
1 068 

1 586 1 324 

2 482 

2011 2012 2013 9M 2013 9M 2014

Data ARPU, RUB per month DSU, Mb/month 

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed.  
(1) Ø Data Service User is defined as a Subscriber who has used any of our data transfer services within the preceding three months  
(2) Ø Active subscribers that do not comply with the definition of Data Service User Base 
(3) Ø Total wireless services revenues (including interconnection and roaming charges but excluding connection revenues) for a given period divided by average number of wireless subscribers, divided by number of months in such period 
(4) Ø The numbers starting from 2012 are calculated in accordance with the new methodology. The total number of minutes charged per the tariff plan of a subscriber during a given period divided by the average number of subscribers during such period 
and dividing the result by the number of months in such period. 
(5) Ø Total data revenues in a given period divided by average number of data service subscribers during such period, divided by number of months in such period 
(6) Ø Total number of megabytes transferred during a given period divided by average number of data subscribers during such period, divided by number of months in such period 

Superior operating mbocloj^k`bÝ 

Operating results provided on this page cover only the Russian business. Financial results are presented on a consolidated basis 

Ýqo^kpi^qfkdþfkqlþsolid financials 

218,8 241,1 260,5 
191,4 200,8 

15,2 
17,9 18,6 

13,8 15,9 
8,4 

13,3 
18,1 

12,3 16,0 

242,4 
272,3 297,2 

217,5 232,6 

2011 2012 2013 9M 2013 9M 2014

100,6 117,1 132,6 102,1 104,1 

41,5% 43,0% 44,6% 46,9% 44,7% 

2011 2012 2013 9M 2013 9M 2014

70,6 
45,2 47,1 

23,3 36,0 

29,1% 

16,6% 15,9% 
10,7% 

15,5% 

2011 2012 2013 9M 2013 9M 2014

19,1 21,0 25,2 23,2 26,8 

61,6 62,6 
68,1 66,3 69,1 

2011 2012 2013 9M 2013 9M 2014

Data service user base (1) User base not using data service (2) 

310 
319 

328 330 
320 

288 
344 344 349 331 

2011 2012 2013 9M 2013 9M 2014

Wireless services Wireline services Equipment & Accessories 

ARPU, RUB per month MOU, minutes per month 

Growth 
 6.9% 

Blended  Russia ARPU(3) and Blended MOU(4) 

Total Russia wireless subscribers, MM 

Russia Data ARPU (ARPDU(5)) and DSU(6) 

Consolidated Revenue breakdown, RUB Bn 

Consolidated OIBDA and OIBDA margin 

Consolidated Capex and capex margin 
Growth 
 54.6% 

Demonstrating strong operating and financial performance 
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Growth 
 2.0% 
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MegaFon Strategy 

Goal Priority  

2 

1 

Develop 
Ûpb`lkaþ`lobÜ 

Be more efficient than 
competitors in  

managing business 

3 

Focus on market share increase 

Mobile data monetization 

5 

Focus on development of current B2B subscriber base 4 

6 

Development of B2C fixed broadband 

Focus on real opportunities in new businesses 

8 

Continuous search and implementation of operational improvements 7 

9 

Maintaining technological leadership 

Development of management system focused on value creation 

Sustain revenue 
growth in core 

business 

Retention & development of current customer base through focus on the most valuable subscribers 
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2 

Corporate 
and Financial  
Highlights for Q3 2014 
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Strong results despite increasing macroeconomic risks 

Corporate finance developments 

Å On July 9, 2014, MegaFon completed settlement for the acquisition of 50% 
interest in Euroset using the ?kil]ju#o treasury shares, resulting in removal 
of a $0.6 Bn US-dollar exposure and reduction of future interest expense 

Å Standard and Lkkn#o affirmed Iac]Bkj#o rating at  >>>-  and upgraded the 
national currency outlook to  op]^ha¦( recognizing the ?kil]ju#o robust 
market position and credit quality 

Å In October, pursuant to a mandatory put option, MegaFon re-purchased at 
par c. RUB 8.25 billion of its Series 05 ruble-denominated bonds, out of the 
total issue of RUB 10 billion placed in 2012  

All financial figures provided in this presentation are presented on consolidated IFRS basis unless otherwise stated. 
Notes:  (1) Ø Year lsboþvb^oþ%Ûv-o-vÜ&þpq^kapþcloþqebþp^jbþmboflapþfkþqebþ`roobkqþ^kaþmobsflrpþvb^o)þbfqeboþlkþ^kþ^kkr^iþloþlkþ^þnr^oqboivþ_^pfp+þNr^oqboþlsboþnr^oqboþ%Ûn-o-nÜ&þþpq^kapþcloþqebþmobsflrpþþquarter 

in the current or previous year  
(2) Ø According to the research conducted for Q3 2014 by independent agency Synovate Comcon 
(3) Ø According to the Association for Client Loyalty and Client Focus, Russia               

 
           
  

Infrastructure development 

Å MegaFon successfully deployed a comprehensive Fault Management 
System, an important milestone in Iac]Bkj#o Operation Support System 
(OSS) project. This system allows us to localize and resolve problems 
faster, thus improving the overall service quality 

Å MegaFon signed a 7-year contract with Ericsson to purchase equipment 
and software for 2G/3G/4G network infrastructure construction and 
modernization. The contract is based on the Total Cost of Ownership 
concept and allows the Company to optimize network rollout costs and 
reduce maintenance expenses  

Healthy performance in Q3 2014 despite increasing macroeconomic risks  

Å MegaFon added 3.2 mln subscribers y-o-y, increasing the subscriber base to 
71.5 MM  

Å Total revenue grew by 4.5% y-o-y(1)  

Å Mobile data revenue increased by 37.4 % y-o-y 

Å OIBDA margin improved to 46.0%        

Key corporate events in Q3 2014 

Promotion of higher mobile data usage  

Å In August, MegaFon launched sales of Login 3, an upgraded version of its 3G-
enabled tablet, at an attractive price of RUB 1,990. Over 430K customized 
tablets, including Login 3, have been sold since the beginning of 2014 

Å MegaFon started sales of the new iPhone 6 in its retail stores in September 
2014 

Continued focus on customer excellence and higher loyalty 

Å In Q3 2014, MegaFon maintained its leadership in customer satisfaction 
among the Big-3 mobile operators in Russia(2) and was named the leader 
in client-oriented  businesses among domestic telecom companies(3)  

Å MegaFon significantly improved the quality of its telecommunication 
services and expanded coverage across Moscow and the Moscow region 
through the construction of new 4G/3G base stations and upgrade of 
existing stations thus increasing the total number of stations by 20% 
during 9 months 2014 
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16 Note: Due to rounding, manual calculations for financials and KPIs(2) may differ from those displayed 
(1)  Ø Net profit attributable to equity holders of the Company. 
(2)  Ø Key performance fkaf`^qlopþ%ÛHMFpÜ& 

Å In Q3 2014, MegaFon continued to demonstrate 

healthy top-line growth 

Å Total revenue increased by 4.5% y-o-y largely due 

to continued strong growth in mobile data 

revenue, high sales of equipment and accessories 

and increased wireline revenue 

Å OIBDA increased by 5.3% y-o-y, and OIBDA margin 

improved by 0.4 p.p. to 46.0% due to decreased 

sales expenses primarily resulting from a balanced 

approach to advertising spend throughout the year 

and lower general and administrative expenses as 

percentage of revenue 

Å Net profit(1) decreased by 16.5% y-o-y mainly due 

to non-cash FX loss related to ruble depreciation 

¢ Net profit net of FX loss and loss on financial 

instruments increased by 13.7% y-o-y 

 

OIBDA 

Net profit(1) 

Revenue 

Key highlights: stable revenue and OIBDA margin improvement 

Revenue, OIBDA and Net profit 

Quarterly data, RUB Bn % of Revenue 9-month data, RUB Bn 

35,4 
30,5 32,5 34,3 

37,3 

45,6% 
38,3% 

43,4% 44,7% 46,0% 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

15,3 

10,1 
7,2 

13,9 12,8 

19,8% 
12,6% 

9,7% 
18,1% 15,8% 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

77,5 79,7 74,9 76,7 81,1 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Growth 
 4.5% 

102,1 104,1 

46,9% 44,7% 

9M 2013 9M 2014

Growth 
 2.0% 

217,5 232,6 

9M 2013 9M 2014

Growth 
ƶ 6.9% 

Lower 
 16.5% 

41,5 
33,9 

19,1% 14,6% 

9M 2013 9M 2014

Lower 
 18.3% 

Growth 
 5.3% 
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Key highlights: stable Free Cash Flow generation despite CAPEX growth  

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed 
(1) ¢ MegaFon CAPEX refers to actual CAPEX accrued for the year and may not match cash flow CAPEX.  
 

Á In Q3 2014, MegaFon invested RUB14.3 Bn (increase 

of 31.4% y-o-y) in continued development and 

modernization of 4G/3G/2G networks to improve the 

quality of services 

Á OIBDA-CAPEX decreased by 6.2% y-o-y due to 

CAPEX increase in Q3 2014  

Á Free Cash Flow decreased by 9.4% y-o-y largely 

due to higher capital spending 

CAPEX 

OIBDA-CAPEX 

Free Cash Flow 

% of Revenue 

CAPEX(1), OIBDA-CAPEX, Free Cash 
Flow 

Quarterly data, RUB Bn 9-month data, RUB Bn 

10,9 

23,9 

8,4 

13,4 14,3 

14,0% 
29,9% 

11,2% 17,5% 17,6% 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Growth 
 31.4% 

28,0 

8,8 
13,6 14,0 

25,4 

36,2% 

11,1% 18,1% 18,3% 
31,4% 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Lower 
 9.4% 

24,5 

6,7 

24,1 
20,9 

23,0 

31,6% 

8,4% 

32,2% 27,2% 
28,4% 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Lower 
 6.2% 

23,3 

36,0 

10,7% 15,5% 

9M 2013 9M 2014

73,5 

53,0 

33,8% 
22,8% 

9M 2013 9M 2014

78,8 
68,0 

36,2% 
29,3% 

9M 2013 9M 2014

Growth 
 54.6% 

Lower 
 13.6% 

Lower 
 27.8% 

O
u

tlo
o

k 
fo

r 
2
0
1
4 

C
o

rp
o

ra
te

 a
n

d
 F

in
a

n
ci

a
l H

ig
h
lig

h
ts

 
A

p
p

e
n

d
ix

  
C

o
rp

o
ra

te
 a

n
d

 F
in

a
n

ci
a

l H
ig

h
lig

h
ts

 
W

h
a

t 
is

 M
e

g
a

F
o

n
? 



R 0  
G 152  
B 95  

R 87  
G 6  

B 140  

R 122  
G 181  

B 0  

Darker  
25%  

Darker  
25%  

Darker  
25%  

Darker  
50%  

Darker  
50%  

Darker  
50%  

R 0  
G 179  
B 128  

R 113  
G 81  

B 161  

R 136  
G 138  
B 140  

R 100  
G 194  
B 155  

R 140  
G 115  
B 180  

R 163  
G 165  
B 168  

R 154  
G 212  
B 185  

R 171  
G 153  
B 201  

R 192  
G 194  
B 196  

R 203  
G 232  
B 217  

R 207  
G 199  
B 227  

R 222  
G 223  
B 224  

18 18 

46,0 43,5 

12,6 17,4 

9,5 
8,9 

4,6 
5,2 

4,7 
6,2 

77,5 

4,7 

-2.5 -0,7 

0,6 1,4 81,1 

Revenue
Q3 2013

Data Voice VAS Wireline
services

Handsets and
accessories

Revenue
Q3 2014

Strong momentum in mobile data revenue continues 

Key drivers of revenue growth 
Wireless revenue increased by 2.3% y-o-y on the back of overall 
subscriber base growth of 4.7% y-o-y and strong growth in mobile 
data revenue 

Å Mobile data remained the key growth driver and represented 
21.4% of total revenue in Q3 2014 vs. 16.3% in Q3 2013, 
increasing by 37.4% y-o-y due to 

ɢ continuous expansion of total data user base, which grew 
by 16.1% y-o-y to 27.4 million users  

ɢ active marketing efforts and attractive tariff offerings 
stimulating use of our 4G services on the back of intensive 
network development and expansion of coverage, and 
increasing popularity of data-consuming products in Russia 

ɢ stimulation of sales of data-enabled devices through 
controlled retail channels. The share of data-enabled 
devices(3) on MegaFon network reached  c.39% 

ɢ Scartel acquisition in Q4 2013 

Å Voice revenue declined by 5.4% y-o-y due to discontinued 
active targeting of seasonal guest workers, migration of 
subscribers to bundled tariffs, and price competition  

Å VAS revenue decreased by 7.0% due to regulatory changes 
introducing  ]`re_a on _d]nca¦( peer-to-peer SMS traffic 
decline, and oq^o_ne^ano# shift to higher data usage 

Å Wireline service revenues increased by 12.1% y-o-y mainly due 
to expansion of our B2B and B2G client base 

Å Sales of handsets and accessories grew by 29.8% y-o-y driven 
by sales of equipment through the MegaFon retail network, 
including sales of heavy-data-usage Apple products 

Due to rounding, manual calculations for financials and KPIs may differ from those displayed. 
Note: 
(1) Ø Voice includes revenues from local subscribers which includes monthly fees, airtime revenues, own subscriber roaming and connection fees; wireless interconnection revenues; roaming charges to other wireless 

operators and other wireless revenues 
(2) Ø  Tebob^pþmobsflrpivþJbd^Clkþ_olhbþlrqþPJPþ^kaþlqeboþS^irbþ>aabaþPbosf`bþ%ÛS>PÜ&þpq^qfpqf`pþpbm^o^qbiv)þfkþloaboþqlþ_bþ`ljm^o^_le with its peers, MegaFon will henceforth combine SMS and other VAS under the 

pfkdibþeb^afkdþÛS>PÜ 
(3) Ø Include smartphones, tablets, dongles and routers, and other data-enabled devices 

 
 
 

 

y-o-y growth 

-5.4% +37.4% -7.0% +12.1% +29.8% 

(2) 

Growth 
 4.5% RUB Bn 

(1) 

Wireless revenue   +2.3% 

Voice (1) 

Data 

VAS (2) 

Wireline 

Handsets 
and 

accessories 
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Total Russia wireless subscribers 
including data service users 

(MM) 

23,2 25,2 26,0 26,1 26,8 

66,3 68,1 67,6 68,0 69,1 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Data service user base (1) User base not using data service (2) 

Growth 
16.0 % 

Growth 
4.2 % 

Drivers of Russia total wireless services revenues:  
Wireless subscribers  

Results provided on this page cover 
only the Russian business 

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed 
(1) Ø Data Service User is defined as a Subscriber who has used any of our data transfer services within the preceding three months  
(2) Ø Mobile subscribers that do not fall within the definition of Data Service User Base 
(3) Ø According to the research conducted for Q3 2014 by independent agency Synovate Comcon 
(4) ØAccording to the Association for Client Loyalty and Client Focus, Russia  
 

Å Overall subscriber base in Russia increased by 

4.2% y-o-y to 69.1 million subscribers on the back 

of active subscriber acquisition marketing efforts, 

attractive tariff offerings and customer-oriented 

business approach:   

ɢ In Q3 2014, MegaFon retained the highest 

customer satisfaction index and the highest 

net promoter score among Big 3 in Russia(3) 

ɢ MegaFon was named the leader in client-

oriented  business among domestic telecom 

companies(4)  

Å Data service user base grew by 16.0% y-o-y and 

accounted for c.39% of the overall subscriber 

base 

Å Increase in data service users was achieved due 

to organic growth through efforts aimed at 

stimulation of higher data usage and sales of 

data-enabled devices on MegaFon network, as 

well as Scartel acquisition in Q4 2013 

Å In 2014, MegaFon discontinued active targeting 

of seasonal guest workers 

 

Share of data users in overall subscriber base, % 

34.9% 37.0% 38.4% 38.5% 38.9% 
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 Blended MOU (1) & Blended APPM (2) 

349  346  324  340  337  

0,98 0,97 0,97 0,95 
0,99 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Lower 
 3.4 % 

Quarterly data 9-month data 

Blended ARPU (3) 

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed 
(1) « Total number of minutes charged per the tariff plan of a subscriber (including both outgoing and incoming calls) in a given period divided by average number of subscribers in such period, divided by number of 

months in such period. The methodology for MOU calculation has been changed, as announced in the Q2 2014 Earnings release 
(2) « ARPU for a given period divided by MOU in such period 
(3) « Total wireless services revenues (including interconnection and roaming charges but excluding connection revenues) for a given period divided by average number of wireless subscribers in such period, divided 

by number of months in such period 
(4) « Subscribers who only use data services 

343 337 
313 322 334 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Lower 
 2.6 % 

RUB per  
month 

MOU, minutes per month APPM, RUB 

Drivers of Russia total wireless services revenues:  
MOU and APPM 

Results provided on this page cover 
only the Russian business 

Å Blended MOU decreased by 3.4% y-o-y 

largely due to faster growth in the number 

of  lqna¦(4) data users (including Scartel 

users), and discontinued active targeting 

of seasonal guest workers 

Å Blended APPM remained stable y-o-y 

Å Blended ARPU declined by 2.6% y-o-y 

largely due to the increase in our  lqna¦ 

data service user base, price competition 

in bundled tariffs and decrease in VAS 

revenue 

¢At the same time, blended ARPU 

demonstrated 3.7% q-o-q growth due to 

seasonality and achieving focus on 

higher quality subscriber base 

349  331  

0,95 0,97 

9M 2013 9M 2014

330 320 

9M 2013 9M 2014

Lower 
 5.2% 

Lower 
 3.0% 

Wireless revenue operating statistics 
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 DSU(1) & APPMB(2) 

DATA ARPU (ARPDU(3)) 

Drivers of Russia total wireless services revenues:  
DSU and APPMb 

Results provided on this page cover 
only the Russian business 

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed 
(1) Ø Total number of megabytes transferred during a given period divided by average number of data subscribers during such period, divided by number of months in such 

period;  
(2) Ø ARPDU for a given period divided by DSU in such period;  
(3) Ø Total data revenues in a given period divided by average number of data service subscribers during such period, divided by number of months in such period 
(4) Ø DSU and APPMb attributable to subscribers excluding Scartel subscribers 

Å The acquisition of Scartel in Q4 2013 has 

affected dynamics in all data-related KPIs due 

to higher data usage by Scartel subscribers 

Å DSU increased by 87.9% y-o-y in Q3 2014 on the 

back of unrivaled spectrum advantage, active 

stimulation of bundled offerings, intensive roll-

out of the 4G/LTE network, stimulation of higher 

data usage in roaming through attractive tariff 

options, and the growing share of data-enabled 

devices on MegaFon network in Q3 2014 

¢ In Q3 2014, organic(4) DSU demonstrated 

healthy growth of c.39% y-o-y on the back 

of active data usage stimulation 

Å APPMb was stable q-o-q for the last four 

quarters, but decreased by 0.05 RUB/ Mb/month 

y-o-y largely due to the impact of Scartel 

subscribers using large volume data bundles. 

Organic(4) APPMb decreased by 0.03 

RUB/Mb/month y-o-y 

Å ARPDU increased by 17.7% y-o-y due to data 

usage growth 

181 

201 
207 204 

213 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

1 346 

2 342 
2 489 2 428 2 529 

0,13  0,09  0,08  0,08  0,08  

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Growth 
87.9% 

Growth 
17.7% 

DSU, Mb/month APPMb, RUB 

RUB per  
month 

Quarterly data 9-month data 

1 324 

2 482 

0,13 
0,08  

9M 2013 9M 2014

176 

208 

9M 2013 9M 2014

Growth 
87.5% 

Growth 
18.2% 

Data revenue operating statistics 
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Net debt(1) and Net debt/LTM OIBDA 

Balance sheet As of 31 Dec 2013 As of 30 Sept 2014 Change 

Cash and cash equivalents 9.9 23.4 13.5 

Short-term investments 37.9 11.9 (26.0) 

Total debt 151.0 175.5 24.5 

Long-term debt 131.7 132.7 1.0 

Short-term debt 20.5 43.7 23.2 

Deferred financial cost (1.0) (0.9) 0.1 

Net debt (1) 103.2 140.3 37.1 

Od]nadkh`ano#Ċamqepu (2) 138.3 155.7 17.4 

Total assets 430.6 414.7 (15.9) 

Å Sufficient liquidity and stable leverage 

position, after FY 2013 dividend distribution: 

- RUB 40Bn dividends paid in July 2014(3) 

- Net debt/LTM OIBDA at 1.04x level at the 

end of Q3 2014 

Å Standard &  Lkkn#o affirmed the ?kil]ju#o 

rating at  >>>-¦( recognizing strong credit 

quality and citing its robust position in 

Nqooe]#o competitive telecoms market   

- National currency outlook upgraded from 

 Jac]pera¦ to  Op]^ha¦ 

- Foreign currency rating outlook 

maintained  Jac]pera¦ as the ?kil]ju#o 

rating reached the country ceiling 

 

Consolidated balance sheet and leverage 

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed 
(1) « Net debt is calculated as the difference between (a) principal amount of loans and borrowings less unamortized debt issuance fees and (b) cash, cash equivalents, and principal amount of 
deposits 
(2) « Including non-controlling interests 
(3) « Approximately RUR 1.6Bn kbĊpdaoaĊ`ere`aj`oĊsanaĊl]e`ĊpkĊpdaĊ?kil]ju#oĊsdkhhu-owned subsidiary MegaFon (Investments) Cyprus Limited, which holds the Comp]ju#oĊpna]oqnuĊshares 
(4) « National currency rating 
 
 
 

90,8  103,2  91,4  
118,8  

140,3  

0,68x 
0,78x 

0,69x 
0,90x 

1,04x 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

RUB Bn / (x) 

Net debt Net debt/LTM OIBDA 

Growth 
 0.36x 

LT credit rating: 
- local currency 
- foreign currency 

 
Baa3  
Baa3 

 
ruAAA 
BBB- 

Outlook Stable Ѓ Stable(4) Ѓ 

Last change 03.07.2014 15.08.2014 
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3
0-

Ju
n-

2
0

1
4 

48% 

25% 

27% 

Debt portfolio structure  

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed 
(1) ¢ Debt portfolio currency split post cross-currency hedges;  
(2) ¢ Debt portfolio doe s not factor Scartel and Euroset liabilities 

By currency(1) By instrument By maturity(2) 

Bonds 

Bank Loans 

Equipment Financing 3 Years 

1 Year 

5 Years and Longer 

4 Years 

2 Years 

EUR 

RUB 

USD 

Debt profile 

ÅWe maintain a balanced debt portfolio 

structure and currency mix, allowing us to 

minimize FX exposure 

Å In October, pursuant to a mandatory put 

option, MegaFon re-purchased at par c. 

RUB 8.25 billion of Series 05 ruble-

denominated bonds out of total issue of 

RUB 10 billion, which was placed in 2012  

¢ The remaining part of the bonds of this 

series will continue trading in the 

market at a new coupon rate of 9.85% 

p.a., which will remain set for a period 

of 18 months, after which it will be re-

set and holders will have a further 

right to put their bonds to us 

 

84% 

14% 
2% 

22% 

16% 

6% 28% 

28% 

3
0-
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47% 

28% 

25% 

82% 

15% 

3% 

25% 

14% 

6% 27% 

28% 

% of total 
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6.0-8.0% growth y-o-y 

4͗4.0% 

Expected capital expenditures  
in the range of RUB 55-58Bn 

Revenue growth 

OIBDA margin 

CAPEX 

Outlook for 2014 

Reiterate.  
Anticipating  
closer to the lower 
end of the range 

Reiterate 

Revise downwards 
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Á Existing MegaFon Corporate Governance structure complies with all 
requirements of the London and Moscow stock exchanges where MegaFon 
trades 

Á Board of Directors reelected in Mar-2014 consists of 7 members: 

é 4 Board members represent interests of minority shareholders: 2 
TeliaSonera representatives and 2 INEDs 

é 3 representatives of controlling shareholder USM 

Á Three Committees of the Board of Directors have been set up for 
improving corporate governance standards: 

é Audit Committee 

é Remuneration and HR Development Committee 

é Finance and Strategy Committee 

Á On 12 Nov 2013, Jbd^ClkÚp Board of Directors approved the Code of 
Business Conduct and Ethics further streamlining the  corporate 
governance procedures in the Company 

Á Following the listing reform on the Moscow Exchange, in June 2014, the 
@ljm^kvÚp shares were upgraded to the ÛEfdebpqÜ quotation list  QL I, 
thus allowing pension funds and state corporations to invest in 
Jbd^ClkÚp stock 

       - This upgrade confirms MegaFon compliance with JLBUÚp highest   
corporate standards 

Corporate governance Board of Directors composition 

Vladimir Streshinsky 

Sergey Soldatenkov 
Chairman of the Board 

Sergey Kulikov 

Carl Peter Christian Luiga 

Berndt Kenneth Karlberg 

Jan Rudberg 

Nominated by USM Nominated by 
Teliasonera 

Independent 
directors 

Lord Myners 

The majority of the Board  
represents minority shareholders 

MegaFon employs the best-in-`i^ppþ@lomlo^qbþDlsbok^k`bþmo^`qf`bpÝ 
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