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Disclaimer ()

Certainstatementsand/orotherinformationincludedn this documenimaynot be historicalfacts andmayconstitute b k nlsoking"
o p] p a iwihjniheonjeaningf Section27A of the US. SecuritiesActandSection2(1)(e)of the U.S. Securitie€EExchangéct of 1934

asamendedThewords “aheat apljppé¢_ el pmradpdil plajbdk;n(a |]nokpflale pih]{f b ¢ kand °

similarexpressionsnay identify forwardlookingstatementsbut are not the exclusivemeansof identifyingsuchstatements Forward
looking statementsincludestatementsconcerningur plans, expectationsprojectionsobjectives targets, goals, strategies,future
events, future revenues,operationsor performancegcapital expendituresfinancingneeds,our plans or intentionsrelating to the
expansioror contractionof our businessas well as specificacquisitionsand dispositionspur competitivestrengthsandweaknesses,
the risks we facein our businessand our responseto them, our plansor goalsrelatingto forecastedproductionreservesfinancial
positionandfuture operationsand developmentpur businessstrategy andthe trendswe anticipatein the industryandthe political,
economicsocialandlegal environmentn whichwe operate, andotherinformationthat is not historicalinformationtogetherwith the
assumptionsunderlyingthese forward looking statements By their very nature, forward looking statementsinvolveinherentrisks,
uncertaintiesand otherimportantfactorsthat couldcauseour actualresults, performancer achievement$o be materiallydifferent
fromresults,performancer achievementexpressearimpliedby suchforwardlookingstatements Suchforwardlookingstatements
are basedon numerousassumptiongegardingour presentandfuture businessstrategiesandthe political,economicsocialandlegal
environmentn whichwe will operatein the future. We do not make any representationwarranty or predictionthat the results
anticipatedby suchforwardlookingstatementswill be achievedand suchforwardlookingstatementsrepresent,jn eachcase,only
oneof manypossiblescenariosandshouldnot be viewedas the mostlikely or standardscenarioWe expresslydisclaimanyobligation
or undertakingto update any forwardlooking statementsto reflect actual results, changesin assumptionsor in any other factors
affectingsuchstatements
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What is MegaFon?
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MegaFon at a glance @

Highlights Consolidated H1 2014 revenbeeakdown

Strong /\ 2nd largest Russian mobile operatBrwith 68.0MMsubscriber® and RUB 151.5Bn

fiindamentais historically growing markeshare ¢.99% of revenues comes fromRussia
. 0

7\ Uniquenetwork position overall on the back of substantial investments

Sales of handsets Wireless revenues;

/\ Leading 4G/LTE operator providing access to 4G/LTE network in 67 and ag %eozsones; 86.5%
Russian regions, covering 48.2% of population by the end of August 2014 '
Innovative player with a customerentric approach and a leading position Wireline revenues:
in digital services and content 71% '
Extensive retail network consistingf almost7,900stores, includingnore
than 1,960ownedand-operated stores third party monobrandstores and
Euroset stores Compelling historical financial performance
Managed by a professional team with solid track record 2011 2012
i Total mobile 572 628 646 701  7.0% 702
Listed on the London and Moscow stock exchanges sTcov 2012 subscribers (MM) : . ‘ ‘ : °| .
Consolidated revenue 215.3 242.4 2723 297.2 11.3% 1515
Superior historical growth among Big 3 Russian mobile operators with Consolidated OIBDA ~ 97.6  100.6 117.1 132.6 10.8%l 66.8
significant future growth potential Margin (%) 453% 41.5% 43.0% 44.6% ! 44.1%
. _ ) » _ _ Capex (66.5) (70.6) (45.2) (47.1) (10.8%%' 21.7
Focuson improving operating efficiency and capital expenditure As % of % 291% 16.6% 15.9% 14,49
Returns management which translates into growing cash flows s%ofrevenues  30.9% 29.1% 16.6% 15.9% | a0
. . L . OIBDA @" mb u 311 30.0 71.9 85.4  40.0% 45.1
Highly attractive shareholder remuneratigolicy: 90% dividend payout @ f
; As % of revenues 14.4% 12.4% 26.4% 28.7% [ 29.7%
ratio for 2013 :
Source: Compargata.
Note:
(1) PBy overall mobile revenues and number of subscribers as of July 2014 in Russia MEGAFON

(2) bTotal numberof subscribers a®f July 2014 was 70.2MNM Russia, Tajikistan, South Ossetia afdldkhazia

What is MegaFon?
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20years of our success story to becoradeading telecom operator in
Russia @

o
c
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(2]
o Leading 4G 2
Atccll(u'§'t'°”°f 100% provider in Russia [l
stake in =
@®©
Launch of 4G/LTE ~ Yota/Scartel General <
MegaFon totalrevenues services in partnershig 'ecommended for - communication =
(RUB Bn) with Yota, reached 76 Shareholdevote  partner for Sochi
cities and towns by YE Olympics 2014
2012 Number of 4G

subscribers hits 1

Acquisition of 259 Million
stake in Euroset

iaiti Start listing on the
Acquisition of
Net-by-Net LSE and MICEX

~20X
Acquisition of Megalabs

Synterra launches
operations
Becomes #2 mobile
1st operatorto  operator in Russia in
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launch 3G terms of subscribers
network in
15t operator to Russia in St.
cover all Peters -
Launch of online regions in burg 272.3 297.2 I |
) ) store and Russia : |
1%t operator in introduction of 242.4 | I
Europe to |al:2°h EDGE technology |
NorthwestGsM ~ YJJ P U'; ka 1 !
acquiednine  OPerator n Russia P
UKI oqeTh p (Otherregional 031 -9 b I |
DPJUpc | r k ; GSMoperators = I
T and renamed I I
operations in St. MegaFon 1
Petersburg | !
o
— [ - I - §
Q.
1993 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014E <

Source: Compargata. MEGAFON




Well-positioned to grow faster than the market (7]

offers fastest FCF growth (15% FCF CAGR 218e) and attractive
valuation at 4.5x (15e) EV/EBITDA and 9.2x (B5&)P Y + U

July 2014, Morgan Stanley

™
S
L
o . . ore . . [}
UTbp_bi MegaFopemans geipositioned to grow faster MegaForshare price performance since PO g
than market on the back of superior spectrum allocation, and o
acceleration of investments should support revenue growth $40 =
whereas we see further potential for cost optimizatiory U [ =
$35
July 2014,Goldman Sachs I +3504
$30

. . ) o $25 |

WU b d ~ Crhandggment reiterated its guidance for 2014 and [
looks on track to attain 68% revenue growth. Looking at 1H $20 %
numbers, and factoring in the trends we are seeing in Russian now, [ =
we do believe MFON in on the right track to meetdts f a ~ k ~ b Y + U$15 | z
July 2014, Bank of America Merrill Lynch $10 I g
3988232399838 33333333 £
S Y R I - R < B B U o =
S8535558533883585885853238 :
UTbphbbmplr opmobcbokadhctpsaslitobJCLKp"j.‘G'ME'G"\FO:'-pA l"é‘v.mpe.cﬂm W Rk vicex g
8

Current shareholdestructure of MegaFon

MegaFon
owned stock;
Free Float; 3,92%

OXJCLKpebpdpbhebpl |l hp~rjl kdpU?2fdpl1Upl mbo”ql t41% b @ imes bo) p
with its focus on the Russian markeé¥legaForhas no direct
exposure to Ukrainéas opposed to MTS andmpelcom). This MegaFon CEO; ~4 AF Telecom,
i mA k p [P3.65%
July 2014,Gazprombank TeliaSonera;
25,17%

pelriapmol sfabprkpraaf qifdlk iYolpr mml ogpql pG&bp:

=
k=]
=
@
Q
o
<

Source Analyst research reports, Bloomberg, Company data

(2) bas of September 19, 2014 MEGAFON




Attractive Russian telecommunications markatthe early stages of digital
transition ‘a

Competitive telecom market dynamics MegaFon track record of gaining market share
A 3nationwide mobileperators

What is MegaFon?

Russian mobile subscribers market share

A Predominantly prepaid market, limited handset subsidies (Subscribers in millions)

A Relativelyhigh OIE_)DA margin (compar_e.d to developed markets) 188 208 219 208 230 243 241 243 G
on the back ofelatively benign competition and regulatory
framework 34,4%

33,4% 9
; B — 326% 30706 30,9% 31,0% 31.5% 318% -
Benign regulatory framework — (2.6 pp)

=57 10 2810 _ 28,0% 28,0%

. o . L 27,10
A Mobile termination ratesioaming rates, and last mile fiber Svimpeicom  25:4% 4 205 25,804 . +5.0pp
access are notegulated? @mecaron o T 24,50 23,7%  2o1% 24.3% ag o289 23.1%(2:3pD)

X N ) ) Others ’
A Mobile number portabilitymplemented relatively late in terms 1720,  180% 17.8% 97705 176% 17,6% 17,7% 17.1% (0.1 pp)

of market developmef®: MFON is a net beneficiary of MNP with

more than 50K net additions in H1 2014 2008 2009 2010 2011 2012 2013 Q12014 Q22014

A Local loop unbundling is not implemented
Total revenues 2013 Data revenues 2013
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Russian market fundamentals

._ | EastCentral 4)
_

GDRCAGRO0142016E reathangep.a. 1.9% 2.8% 2.4%
Private consumptiofCAGR 2012016E

13,6%

36,6%

2.5% 1.8% 2.3%

realchangep.a.) 26,1%
%<
c
g

" . Q.

Source: Company dataC&M,EIU (as of August 01, 2014) B (3 MecaFon | &= VimpelCom Others <

Note:

(1) - Governmenfocus on MTR and potential roamirggulation is increasing

(2) - Fully implemented since April 2014

(38) - Includes CzecRepublic, Hungary, Romania, Bulgaria, Pol&idyakia MEGAFON

(4) - Includes Canada, Germany, France, Italy, Japan, United Kingdom, United States




Continuous 4G / LT#evelopment boostinglata revenue growth ~ @»

A MegaForwasthe first in the world to commerciallfaunchthe fastest mobile
MegaFon datanetworkLTE Advanced the neweststandardof mobilelnternetservices
was thel®to A 4G/LTEAdvancedvaslaunchecyMegaFonin Februan2014

commercially -
launch 4G/LTE A A newbrandname4G+has beendevelopedspecificallyto promoteMegaFon

mobilelnternet¢ the fastest mobilelnternetin Russia

4Gservices
A Availablen 67 federalregionswith 48290 of N q o opegulitioras of Aug 14
A 14outof 15citiesin Russiawith a populatiorof morethan 1 million

A 22million4Gsubscribersonsuming.37.4%of total trafficin Q2 2014

67Nqooe] A InH1 2014 numbenf 4Gbasestationsincreasedvy 44%
federal regions

covered

LTEroamingoverage
A LTEroamingoveragextendedo 14 mostpopulartravel destinations

A Weexpectto openL TE roamingn GermanyfinlandandSwederby the endof
2014

IntegratedMegaFonand Yota network has the best coverageand fastest data
networkin Russi&)

Increasingdoptiorof 4Gdevices . db i
' ) ) i 10 - 50 MowuT/cex Devices sold by MegaFon Retai
A Promotionof higherdata usagethroughstimulationof sales of data-enabled 4G

devicesn controlledretail channelsandintroductionof data- consumptiortariff @ ’ EHE00 100.0% 100.0%
plans " ﬂ I!E .
4 . A Theshareof data-enableddevice® on MegaFometworkreached6.7% of all .
viaMegaForRetail devicesnH12014
grew4.4x

A Total number of 4G data-enabled devices sold through MegaFon Retail
increasedt.4x y-o-yinH12014

A The share of 4G devicesin the total numberof data-enableddevicessold H1 2013 H1 2014
through MegaFonRetail grew by 148p.p. to 237%, out of which MegaFon = 4G devices == Non 4G devices
customizedievicesepresenB6%
Note:
1) « Russian population as of the latest census in OcRMEd
2) « Tests conducted by AMC Company in 14 major Russian citieMay/Qf14 M EGAFO N
3) « Include smartphones, tablets, dongles and routers, and otheedatdedlevices

4) « According to the analysis conducted by independent company Vigo, monitoring quality of mobile Internet



Demonstrating strong operating and financial performand@

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, o
\[ Operating resultsprovided on this page cover only the Russidusiness; | é
| _ financial results are presented on a consolidated basis | g
- - - ~ s 9 - - - - (5}
Superior operatingnbocl o) "k " b'Y Yqo”™ kpi ~sqldfinanpidisk g | p :
Total Russia wireless subscribers, MM Consolidated Revenue breakdown, RUB Bn ‘:;
68,0

61,6 62,6 64.1 a4 272,3 Growth

' 8.3%

—3 4 7o 133 ’

140,0 1515
218,8 2411 57—/ %8
123,2 "
£
2011 H1 2013 H1 2014 2011 2012 2013 H1 2013 H1 2014 =2
El Dataservice user basé) HEE User base not using data servic® Il Wireless services Wireline services Il Equipment & Accessories '%’
s
BlendedRussia ARP®and Blended MG Consolidated OIBDA and OIBDA margin Growth g
344 349 331 0.2% g
288 299 47,6% 5
H 0 44’1% §
322 £
5
2
(@]
2011 2012 2013 H1 2013 H1 2014 2011 2012 2013 H1 2013 H1 2014
Il ARPU, RUB per month === \|OU, minutes per month
Russia DatdRPUARPD®) and DS® Consolidated Capex and capex margin Growth
2458 29.1% 75.0%
1586 1264 16,6% 15.9% 14,4%
8%
21,7

45,2 12,4 ‘ X
— E
2011 2012 2013 H1 2013 H1 2014 2011 2012 2013 H1 2013 H1 2014 s
<

I Data ARPU, RUB per month mmm DSU, Mb/month

Note: Due to rounding, manual calculations for financials and KPIs may differ from thdsplayed

(1) @ DataService User is defined as a Subscriber who has used any of our data transfer services within the preceding three months

(2) @ Active subscribers that do not comply with the definition of Data Service User Base

(3) @ Totalwireless services revenues (including interconnection and roaming charges but excluding connection revenues) for a gived gigiiled by average number of wireless subscribers, divided by number of months in such period

(4) @ The numbers starting from 2013 are calculated in accordance with the new methodology.t6kel number of minutes charged per the tariff plan of aubscriber during a given period divideay the average number of subscribers during such period M E GA F O N
and dividing the result by the number of months in sugteriod

(5) @ Total data revenues in a given period divided by average number of data service subscribers during such period, diviceaiper of months in such period

(6) @ Total number of megabytes transferred during a given period divided by average number of data subscribers during such periogdbyidumber of months in such period




MegaForStrategy @

Goal

Sustain revenue
growth in core
business

Develop

Upb"

Be moreefficient than
competitors in
managingbusiness

Priority
Retention & development of current customer base through focus on the most valuable subscribers
Focus on market share increase

Mobile data monetization

Focus on development of current B2B subscriber base
Development of B2C fixed broadband

Focus on real opportunities in new businesses

Continuous search and implementation of operational improvements
Maintaining technological leadership

Development of management system focused on value creation

MEGAFON

What is MegaFon?
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Sustained data leadership and deleveraging on the back of solid redts

Key corporate events in Q2 2014

Eliminationof significantUS dollar liabilities anddeleveraging

A

Prepaymenbf 90% of the Scartel Yotaliability in cashon June 24, 2014resulted
in removalof a $1.06 Bn USdollar exposureand reductionof future interest
expense

Completiorof settlementfor the acquisitiorof 50% interestin Eurosetusingthe
? ki | ] tjeasdryshareson July 9, 2014resultedin removalof a $0.6 BnUS
dollarexposureandreductionof future interestexpenseAs a result, the number
ofthe? k i | ] tieasdryshareswentfrom7.57%to 3.92% of sharecapital,and
theinterestof USMHoldingincreasedrom 50%+100sharesto 5365%

Approvalof final dividendfor 2013

A

A

| a c] BAnnhual&GeneralMeetingof Shareholdersheld on June 30, 2014
approveda final dividendfor the 2013financialyearin the amountof RUB64.51
perordinaryshare(or GDR Dividendsreexpectedo be paidin August2014

Theaggregateamountof dividendsfor 2013is equalto RUB74.85 per share(or
GDRvith the dividendpayoutratio for 2013totaling c. 90%

Assignmentof U p q MoutlotkByJ | | alavEstorsService

¥ | k k * lmvestors Servicechangedits outlook on MegaFonto o p ] @ndh a |
affirmedthe investmentgraderatingat Ba&B; level

Quotationlist upgrade/ GDRheadroomincrease

¥ Followingthe listing reform on the MoscowExchangethe ? k i | ] gharéso
havebeenupgradedo the D e c duotatiorilist QL-I, thus allowing pension
fundsandstate corporationdo investinl a ¢ ] Bsko¢k# o

A The CentralBank of Russiaapprovedan increaseof the maximumnumberof

GDRsvhichareauthorisedo beissuedunderthe? k i | ] depogitaryreceipts
programmerom 2% to 25% of the total numbetrof ordinarysharesoutstanding

All financial figures provided in this presentation are presented on consolidated IFRS basis unless otherwise stated.
Note:

LTEroamingexpansion

A Extensiorof internationalLTEroamingcoverageo 10 countriesby the endof Q2
2014 includingBrazil,Italy, SpainandHongKong

Newservicesto enhancecustomersatisfaction

A Launchof ELENA24/7 virtual consultantservicehasled to reductionof waiting
time for B2Ccustomers

A Launchof VPLS(Virtual Private LAN Service)irtual circuitexchangepermitting
moreefficientmanagemenof corporatenetworks

Recognitiorandawards

¥ MegaForreceivedthe Grandprix of Canned.ionsfor the Megafacegroject,a
large-scale LED kinetic facadeon | a ¢ ] B ®lympioPavilionprojecting3D
facesof the XXIWinterOlympiaqyuests

¥ NextGeneratiorOpticalNetworkingCongressthe leadingoptical conferencen
Europe,awarded MegaFonthe prize j B Knmovative Transcontinentall00G
Solutior§ for successfullaunch and developmentof the DREAMproject that
offersthe mostreliableand high-speedfiberoptic route extendingfor 8,700km
betweenEuropeandAsiawith networkcapacityof upto 8 Thit's

Newcontract for network expansion

A A 7-yearcontractwith Huaweiwas signedto purchasesquipmentand software
for 2GBG/LTEnetworkconstructiorandmodernizabn. Thecontractis basedon
the Total Costof Ownershif conceptand allows MegaForto optimizenetwork
rollout costsandreducemaintenancexpenses

MEGAFON

(1) pTotal dividend for 2013 as a percentage of profit for the year attributable to equity holders of the Company in accordanceSvith IFR
(2) PThe total value of all direcand indirect costs associated wittpnstruction / acquisition and maintenance of assets over thetire life cycle

What is MegaFon?
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Key highlights stable revenue and net profit growth @

Growth Growth RevenueOIBDAand Net profit

6.1% z 8.3%

- 775 79,7 74.9 76,7 140,0 151,5 A In (2 2014 MegaFoncontinuedto demonstrate
Revenue top-linegrowth
A Revenudncreasedby 6.1% y-o-y largely due to
stronggrowthin mobiledatarevenueandsalesof
Q22013 Q32013 Q42013 Q12014 Q22014 H1 2013 H1 2014 equipmentand accessoriesand greater use of
wirelineservices
Growth
Stable 0.2% .
=70 A OIBDAwas stable y-o0-y, at RUB343 Bn, while
34,3 35,4 305 32,5 34,3 66,7 66.8 OIBDAmargin decreasedby 2.8 pp. to 447%
OIBDA 47,6% impactedby consolidatiorof Scarte|] and growing
share in revenue of lowermargin sales of
equipmenandaccessorieandwirelineservices
22013 Q32013 Q42013 Q12014 Q22014 H1 2013 H1 2014 . :
Q Q Q Q Q ¢ At the sametime OIBDAnargindemonstrated
Growth Lower positiveg-0-q dynamicsjncreasingy 1.3 p.p.
2:2% 19.4% due to highermarginon sales of equipment
13.6 15,3 13,9 26.2 and accessories and lower general and
\ i 10,1 s 211 administrative expenses as percentage of
et profit ;
P Y revenue
(]
A Netprofith grewby 2.2%y-0-y to RUB139 Bn
Q22013 Q32013 Q42013 Q12014 Q22014 H1 2013 H1 2014
@ Quarterly data RUBBN B Half-year data RUBBn =0= % of Revenue
Note: Due to rounding, manual calculations for financials KR#$? may differ from those displayed MEGAFON

(1) @ Net profit attributable to equity holders of th€ompany.
(2) @ Key performancé k af >~ qU& p p %UHMF p

What is MegaFon?
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Key highlightsresilient Free Cash Flowyeneration, despite CAPEX growtﬂ

=
Growth Growth °
60.6% 75.0% CAPE®, OIBDACAPEXEree Cash g
20 - Flow .
CAPEX A In @ 2014 MegaFoninvestedRUR.34 Bn in 4G
14,4% network rollout and modernisationof 2G and 3G
. networks
Q22013 Q32013 Q42013 Q12014 Q22014 H1 2013 H1 2014 i [
A OIBDACAPEXdecreasedby 195% y-o-y due to [
Lower Lower CAPEXnhcreasen Q2 2014 £
19.5% 17.0% 3
26,0 24,5 24,1 54,3 A Free CashFlow decreasedy 37.8% y-0-y due to §
o500, 5.1 higherCAPEXpendingn @ 2014andlower cash &
OIBDACAPEX o flow fromoperatingactivities g
:

Q22013 Q32013 Q42013 Q12014 Q22014 H1 2013 H1 2014
Lower Lower
37.8% 39.%
28,0
45,4

Free Cash Flow 32,5%

=
=]
c
L)
Q
o
<

Q22013 Q32013 Q42013 Q12014 Q22014 H1 2013 H1 2014

[ Quarterly dataRUBBN BN Half-year data RUBBN =0~ % of Revenue

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




Key drivers of revenue growth (]

A Wirelessrevenueincreasedy 4.3% y-0-y on the backof overall
subscribebasegrowthof 6.4% y-o-y asof the endof 2 2014and
robustgrowthin mobiledatarevenue

Strong momentum in mobile data revenue continues

Growth . )
6.1% ¢ Mobiledatawasthe keygrowthdriverandrepresented1.1%

0.1 of total revenuan Q2 2014vs. 16.0% in Q2 2013 increasindy
4,6 ' 0,7 1,0 76,7 39.9%y-0-y dueto:

72,2 e — — D s continuousexpansionof data user base, which grew by
-1,9 16.9%y-0-y to 26.7 millionusers

¢ attractivetariff option offerings,higherusageof LTE,and
increasingopularityof heaviedata-consumingroducts

What is MegaFon?

RUBBnN

Handsets
and
accessorieg

Wireline

1) . . .
VAS ¢ stimulation of sales of data-enabled devices through

controlled retail channels,the share of data-enabled

Data device® onMegaFometworkreached6.7%

¢ Scartelacquisitionn 42013

¢ VASrevenuewas stable at the level of 2 2013 despite
regulatorychangedntroducing ] °~ rore__da] n(sulescriber
approval for any paid content and subscriptionbased
products)
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¢ Voice revenue decreasedby 44% y-o-y mostly due to
migration of subscribers to bundled tariffs and price
Wireless revenugy, 5o, competition

Voice®

( \ ¢ Wirelineservicerevenuesncreasedy 15.3%y-0-y largelydue
to expansiorof our B2G and B2B client baseand deployment
of our DREAMoroject (DiverseRoutefor Europearand Asian

Revenue Data VASY Voicé? Wireline  Handsetsand  Revenue Markets)
Q22013 services  accessories Q22014 R gglesof handsetsand accessoriegrew by 24.6% y-o-y, largely
y-0-y growth drivenby stimulationof equipmentsales throughMegaForretail
networkandincreasedalesof Appleproducts

+39.9% +0.9% -4.4% +15.3% +24.6%

Appendix

Due to rounding, manual calculations for financials and KPIs may differ from those displayed.
Note:
(1) @ Whereas previously MegaFon broke out SMS and otfatwe Added Servick U Sb&tistics separately, in order to be comparable with its peers, MegaFon will henceforth combine SMS and other VAS under the
pfkdibpebrafkdpUS>PU MEGAFON
(2) @ Voice includes revenues from local subscribers which includes monthly fees, airtime revenues, own subscriber roamingaiuh dees; wireless interconnection revenues; roaming charges to other wireless
operators and other wireleseevenues
(3) @ Includesmartphones, tablets, dongles and routers, and other dat@bled devices




Drivers of Russia total wireless servicesvenues g provided on this page cover
ereleSSSU bSCfIberS ' only the Russian business | ‘a

Total Russia wireless subscribers

Growth including data service users
6.1%

(m)

What is MegaFon?

A Overallsubscribetbasein Russiaincreasedoy

6.1% y-0-y to 680 million subscriberglrivenby

continuedfocus on enhancemendf customer

67,6 68,0 satisfactionand loyalty and active marketing
efforts aimedat acquiringrewsubscribers

G In Q2 2014 MegaForretainedthe highest
customersatisfactionindexandthe highest
net promoterscoreamongBig 3 in Russi&®)

66,3

64,1

A Data serviceuser base grew by 16.7% y-o-y
and accounted for 384% of the overall
subscribebase whichwasup 3.5p.p. compared
to 2013

A Increasen dataserviceusersy-o-y was fueled
by organic growth through marketing
campaigns, growing share of data-enabled
devicessaleson MegaFometwork,andScartel
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Q22013 Q32013 Q42013 Q12014 Q2 2014 acquisitiorin Q42013

El Data service user bade Bl User base not using data ser¥ite

Appendix

Note: Due to rounding, manual calculations for financials and KPIs may differ fromdtspdayed

(1)9 Data Service User is defined as a Subscriber who has used any of our data transfer services within the preceding thsee mon MEGAFON
(2)@ Activesubscribers that do nofall within the definition of Data Service UsBase

(3)3 Accordingo the research conductefr Q2 2014 byndependent agencipsos




Drivers of Russia total wireless servicesvenues:  requis provided on this page coter
MOU and APPM ' only the Russian business i ‘b

:
[
BlendedVOUY & BlendedAPPM?2 Wireless revenue operating statistics %
Lower Lower i
5.6 % 5.2% A Whileoverallvoicetraffic grewby 2.7%y- E

360 349 346 224 340 0-y in @ 2014 blendedMOUdecreased

by 5.6% y-0-y largelydueto fastergrowth

in the number of | g“ data users

(includindgscartelusers)
Blended APPMincreasedby 2.2% y-0-y :E_v
due to our continuedeffort to promote =
Q22013 Q32013 Q4 2013 Q12014 Q2 2014 H1 2013 H1 2014 } _ =
) speciabundledariffs S
[ MOU, minutes per month o APPMRUB £
A Blended ARPUdeclined by 3.3% y-0-y =
BlendedARPU3 largely due to the increaseinour | g n a [
RUBper Lower Lower data serviceuser base, price competition g
month 3.3% 1.9% . ) =
2 in bundledtariffs and sloweddown VAS S
333 i 337 313 322 322 316 revenue

Q22013 Q32013 Q42013 Q12014 Q22014 H1 2013 H1 2014 z
[ Quarterlydata B Halfyear data %
<

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed
(1)  « Total number of minutesharged per the tariff plan of a subscriber (including both outgoing and incomingagiNEniperiod divided by average number of subscribers in such period, divided by number of
months in sucheriod 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; M EGAFO N
3) « Total wireless services revenues (including interconnection and roaming charges but excluding connection revenng®rfodaliyidged by average number of wireless subscribers in such period, divided

by number of months in sysériod
4) « Subscribers who only use data services




Drivers of Russia total wireless servicesvenues:

DSUand APPMb

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1

i Results provided on this page c0\:/er
| only the Russian business ! eb

DSW& APPME)

Growth
93.6%
2342 2489 2428
1254 1346
Q2 2013 Q3 2013 Q4 2013 Q1 2014 Q2 2014
= DSU, Mb/month  Qr APPMbRUB
DATA ARPU (ARPB)J
RUBper Growth
month 20.06
201 207 204
181
: I
Q2 2013 Q32013 Q4 2013 Q12014 Q2 2014

[ Quarterly data Bl Halfyear data

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed

H1 2013

H1 2013

Growth
945%

Growth
234 %

2458

H1 2014

206

H1 2014

Data revenue operating statistics

A Acquisitiorof Scartelin 4 2013hasaffected
dynamicsin all datarelated KPIsdue to
higherdatausageby Scartelsubscribers

DSUincreasedy 936%y-o0-y in @ 2014due
to active 4G/LTErollout and promotion of
attractive tariffs for this technology,as well
as growingshareof data-enableddeviceson
MegaFometworkin @2 2014

i Organi® DSUalso demonstratedstrong
growth of c40% y-o-y on the back of
activedatausagestimulation

A APPMbdecreasecy 0.06 RUB/Mb/montty-
oy largely due to the impact of Scartel
subscribersisinglarge volumedata bundles,
while organi¢) APPMbdecreasedby 0.03
RUB/Mb/montlg-o-y

A ARPDUincreasedby 200% y-o-y due to
growth of the datauserbaseanddata usage
offsettingdecreasén APPMb

(1) @ Total number of megabytes transferred during a given period divided by average number of data subscribers during sudivigeddal number of months in such

period;
(2) @ ARPDU for a given period divided by DSU in such period,;

MEGAFON

(3) @ Total data revenues in a given period divided by average number of data service subscribers during such period, divitea dfymanths in suclperiod

(4) @ DSU and\PPMmattributable to subscribers excludin§cartelsubscribers
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Key factors influencing OIBDA margin ()

Key components
|

Key drivers of OIBDA margin

A InQ 2014 OIBDAvasstabley-o-y, while OIBDA

OIBDA r : — .
margin Grossprofit margin S&M margin G&A margin margmcontracted)y 28p.p.
(%) 47.5% 1.1p.p. z 0.6p.p 2.3p.p. 44.7% 2.8p.p. o .
! 1 \ A Grossprofitincreasedy 4.6% y-o0-y, while gross
profit margindecreasedy 1.1 p.p. downto 74.4%
OIBDA 4,5 — 0,2 largelydueto:
RuEn s [ ™he ] . .
: 28 i growing share of lower margin sales of
' handsetsandaccessoriesindwirelineservice
revenue
i reducedshare of higher margin servicesin
VASsegment
A OIBDAmarginwas also impactedby increased
4.6% general and administrativeexpensesdriven by
( A \ growthin rent and utilities, radiofrequencyfees,
primarily resulting from Scartel consolidationin
+6.26 +10.96 -5.9% +17.% 42013
OIBDA Revenue Cost of revenue  Sales and General & OIBDA
Q22013 marketing Administrative Q22014

y-0-y growth

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed. MEGAFON
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Consolidated CAPEX ()

CAPEXand CAPEXnargirt)
RUBBN
Growth Growth A InQ2 2014 CAPEXvasat RUB134Bn
60.6 % 75.0% . . .
i We have continued investing in
23,9

rollout of our 4G network and
21,7 modernizationof our 2G and 3G
networks, as we continuously
endeavouto improvethe quality of
ourservices

i DuringH1 2014 the numberof 4G
stationshaveincreasedy 44%

Q22013 Q32013 Q4 2013 Q12014 Q2 2014 H1 2013 H1 2014
[ Quarterlydata Bl Halfyear data * % of Revenue
Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed MEGAFON

(1)« MegaFoICAPEX refers to actual CAPEX accrued for the year and may not match cash flow CAPEX.
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Consolidated balance sheet and leverage (]

s
S
LL
g
Balance sheet As of 31 De2013 As of 30 June014 A Strong operational cash flow allowed us to =
1]
Cash and cash equivalents 9.9 47.0 prepay Scartel liability while maintaining a 8
) comfortabldevelof leverage =
Shortterm investments 37.9 3.0 ) )
- 9% of the total consideratiorfor Scartel
Total debt 151.0 168.8

was prepaidin Juneusingnew RUBfunding
Longterm debt 131.7 132.0 and available cash deposits, reducing
foreignexchangeisk exposure

Shortterm debt 20.5 37.8
Deferred financial cost 1.0) (1.0) - Net debt/LTMOIBDAwas at 0.90x level by
' ' the endof Q2 2014
kil 103.2 118.8 A Satisfactoryliquidity positionenabledpayment
Od] nadkh@ano#Camgepu 138.3 121.8 of FY2013final dividend
Total assets 430.6 4204 A Eurosetliability was fully settled in July 2014

with  treasury shares, further derisking
| ac] BKoreyro exchange position and

1)
Net debt! and Net debt. TM OIBDA generatingsavingsonfutureinterestpayments

RUBBN/ (x) Growth

+0.31x —
STANDARD
MooODYS :poors
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0.78 LT credit rating:
- local currency Baa3 ruAAA
- foreign currency Baa3 BBB
Outlook Stablel” Stablel
Q22013 Q32013 Q42013 Q12014 Q22014 Last change 03.07.2014 15.08.2014

Appendix

B Netdebt == NetdebiLTM OIBDA

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 unamortizedcedbeissunah(b) cash, cash equivalents, and principal MEGAFON
amount of deposits.

(2)« Including nortontrolling interests.




Debt profile (]

Debtportfolio structure

By instrument By currendy By maturity®®

A Wellbalanced debt portfolio with
optimized currency split to minimize

% OF TOTAL foreignexchangexposure
- Increased RUB funding through
§ placementof RUB 15Bn exchange
‘% bondsin May2014
=
—
™
<
p 28%
N
<
>
=
(=}
™
28% 6%

W Bank Loans = RUB M 1 Year 2 Years

B Equipment Financing = Usb W 3 Years M 4 Years

W Bonds B EUR 5 Years and Longer

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed MEGAFON

(1) ¢ Debtportfolio currency split post cressirrencyhedges;
(2) ¢ Debt portfolio doe s not fact8cartelandEurosetiabilities
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Outlook for 2014 @

What is MegaFon?

Revenue growth 6.0-8.0% growth y0-y + Reiterate

OIBDAnargin ' 44.0% +/ Reiterate
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Expected capital expenditures

in the range dRUB 584Bn + Reiterate

Appendix

MEGAFON




Appendix

MEGAFON



MegaForemploys the bestn-" i *ppp @ oml o~ qgbp M

Corporate governance Board ofDirectors composition

A Existing MegaFon Corporate Governancestructure complies with all
requirementsof the Londonand Moscowstock exchangesvhereMegaFon
trades

What is MegaFon?

Nominated by USM Nominated by Independent

Teliasonera directors

A Boardof Directorsreelectedin Mar-2014consistsof 7 members

-
€ 4 Board membersrepresent interests of minority shareholders 2
TeliaSoneraepresentativesand2 INEDs
. . \
€ 3representativesof controllingshareholdetUSM o )
SergeySoldatenkov Carl Peter ChristiarLuiga Jan Rudberg
A Three Committees of the Board of Directors have been set up for Chairman of the Board

improvingcorporategovernancestandards

é AuditCommittee

€ RemuneratiorandHRDevelopmenCommittee

€ Financeand Strategy Committee . _ !
Berndt KennethKarlberg Lord Myners

A On12 Nov2013 J b d » C Bdard gf Directors approvedthe Codeof Viadimir Streshinsky
Business Conduct and Ethics further streamlining the  corporate z
governanceproceduresn the Company
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A Followingthe listing reform on the MoscowExchangein June 2014 the
@! j m~ ghuréswere upgradedto the U E f d eqbomitipllist QL I,
thus allowing p’ension funds and state corporations to invest in
J b d” CstokkU p SergeyKulikov

The majority of the Board
represents minority shareholders

- This upgrade confirms MegaFon compliance with J L B U highest
corporatestandards
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Yi bap _vp~rpj*k~dbj bk qexperiencept f q@ p
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Ivan Tavrin, Chief Executive Officer >
0 Appointed Chief Executive Officer of MegaFofin2012 h
0 Previously, Deputy CEO and member of the Management Boardamc@012 =
0 Extensive experience in the Russian media industry, pioneering its development over the past 16 years, including RegdbaigetMedia One

Holding, Vyberi Radio Group and3V

Board positions outsid&egaForincludeMG TVHoldings Limited, UTH Rusdigmited, MediaOneHoldings Limited an€€JSGKommersant
Publishing House.

Mikhail Dubin, Executive Director, Consumer Business Gevork VermishyanChief Financial Officer

0 DeputyCEO for Strategic Development sinkg 2010 0 CFO sincdul 2011
0 Previously Deputy CEO of Telecominvest 0 Previously Director of Corporate Finance at AFK Sistema
0 Previously Head of Telecom Project Finance Group at 0 12 years of finance / 7 years of TMT experience

Sberbank
14years of TMT experience
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Dmitry Kononov, Director, Investors Relations and M&A Alexander Bashmakov, Director, Strategy

0 Director for Business Development, M&A, IR sibmx 2008 0 Strategy Director since Mar 2012 and Clefcurement
o Gl fkbapJbd~ACl kpfkp/ ---+pPb o q Effiger singe gty 2038p p @cL p f k p
20022004 0 Previously core member of BCG CIS telecom practice
0 21 years of TMT experience 0 7 years in management consulting with focus on Telecom

& IT (Accenture and BCG)
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Technological neutrality introduced in the end of 2013 will boost
competition but will allow MF to cement its leadership in mobile d&®

:
N . ; . . . NN <
MegaFore " pp k!l qf * b~ _i bp~ras~ kgrdbpi¥kpagbobfppdbptbdbabpf dkpef g
J b d " Oietlwotkp 2
@mecaron Y & vimpelcom (" TELE2 A Both operatorand end userequipmentalreadysupport 2x20 MHzfor =
LTE, no other operator beside MegaFoncan provide such band
800 MHz (LTE) 2x7,5 2X7,5 2x7,5 2%7,5 length
AAtfter implementationof technologyneutrality MegaFonis the only
900 MHz (2®) 2x5-2x15,2Y 2;)%’%1) 2?&03’22;1’ ggﬁ) operator able to utilize 3 times 2x20 MHz channels(2x20 MHz in

1800bandand?2 times 2x20 in 2600band)for LTE

2x14,6 2x12-

1800 MHz (2G) 2x29,8Y 2x29,8Y

2x14,22x2947 245,22x29,8Y Aln other technologiesall nation-wide operatorsare almost equal

ANone of nation-wide operators except MegaFon can realize
2 100 MHz (3G) 2%15 o5 215 25 significantbenefitsfromimplementingtechnologicalneutrality
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2 600 MHz (LTE) 2x40 2x10 2x10 2x10

\

Wider band means higher data transfer
rate and higher capacity of the network
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(1) Depending on Russian region MEGAFON

(2) 3G only for Moscow, Moscow region and KomsornatsRmur




Telecom companies are more resilient to economic shocks @

=~
Using more fundamental approach, %

It is commonly accepted that mobile market In that approach, we see two drawbacks, macroeconomic risk turned out to be less for 2
growth rate depends on GDP growth which we tried to eliminate the two reasons -

s

That is supported by regular correlation analysis Correlation coefficient became lower

2o p3))

Consumption is less volatile than GDP

Mobile communication market
(national currency) -2. / b @> DO

GDP does not define

30% 1 communication Copsumption B %
Each pointisan @ services usage used instead of GDP  Growth rate %
independent country B =
20% - 30% §
o g
g o 20% -~ 9
10% T o e ® E
o A lot of factors that Such factors as 10% - g
oo ® 5 can lead to strong  market maturity, FX 0 * s
0%y .' . correlation are not  rate, world trends 50
go ® Beta® -1) 6 - ' 5%
AL b)) considered are controlled? 0% \U Q
——-10% T . . . -10% -
-10% 0% 10% 20% 30% 2007 2008 2009 2010 2011 2012 2013
Nominal GDRnational currencyU —-(2. / b @> DO = Russian nominal GDP @®UB)

—— Russian nominal consumption RUB)

Appendix

Note: Covered countriesARG, AUT, BEL, BRA, CAN, CHL, CHN, COL, DNK, EGY, FIN, FRA, DEU, GRC, IND, ISR, ITA, JPN, MEX, NLD, NOR, PERV\RRHRUSIRZAF,
(1) Betabcorrelation coefficient that shows how market growth rate depends on macroeconomic fé&eig:GDP or disposable incope

(2) Controlling parameterssubscriber base growth ratéroadband internet access penetratidfX rates time parametersrandom effects for each country

SourcelE Market Research, World Bank, FSSS, Merrill Lynch Wireless MdggaForStrategy analysis
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MegaForheadline tariffs (Moscow region)

@

Tariff name Price Features Beyond the package
MegaFon- A 400minutes _ A OnMegaForsubs of Moscow regioR0
) Allincluded S 150 RUB/ Month A 1Gb of3G 4G traffic RUB/min
Tariffs for A 100 SMS/MMS A OtherMegaForsubsb 6.5 RUB/min
smartphones
A 600minutes A On MeqaForsubs of M .
MegaFon- 500 RUB/ Month A 3Gb of3G, 4Graffic RUB/G Oreubs ot MoscowTed!
All included M on A 600 SMS/MMS A OtherMegaForsubsb 2.9 RUB/min
A Intercity calls@ 2.90rub/min
M E A 1,800 minutesn Russia A OnMegaFonsubs of Moscow regioR0
egaror 1.290 RUB/ Month A 8Gb of3G, 4Graffic RUB/min
Allincluded L : ont
Include A 1,800SMS/MMS A Al outgoing calls to other regions of Rusdha
A Special terms for trips in Russia 2.9 RUB/min
Tariits for MegaFon- 150 RUB/ Month A~ 3Gb ofraffic
data-only devices Internet S A Maximum speed is not limited
A Oncea plan data allowance is used, the
MegaFon A 7Gb oftraffic Internetd ﬁzcelssh will au}omdatically hbe
suspendeduntil the next calendarmonth or
Internet M 590 RUB/ Month A Maximum speed is not limited untiIIJ the plan is upgraded with other
options
MegaFon 890 RUB/ Month A 15Gb oftraffic
Internet L A Maximum speed is not limited
A Outgoing call of subs of Moscow
Switch to zero 0 RUB/ Month rzengl%r;rl])lﬁ RUB/Z min, 0 RUB from A Starting from 12% minutep 1.5 RUB/min
Most popular A 9.9RUBMD
tariffs A Outgoing call of subs of Moscow
Everything is simple 0 RUB/ Month regionp1.6 RUB/min A Not applicable
A 9.9 RUB/Mb

MEGAFON
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