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Disclaimer ‘b

Certainstatements and/orother informationincludedin this documentmay not be historical facts andmay constitute U ¢ | o tbokiogp q » g bj b k
within the meaningof Section27A of the U.S. SecuritiesAct of 1933and Section2(1)(e)of the U.S. SecuritiesExchangeAct of 1934 asamendedThe
wordsU b i fUbsubm®)™ ¢ g¥ ~Ufrmkrqgbbklg) g F jUmg B@E@IU9 b Urme lg i f JP )YV Y P e | and sintilar expressionsmay
identify forwardlooking statementsbut are not the exclusivemeansof identifyingsuchstatements Forwardlooking statementsincludestatements
concerningour plans, expectations,projections,objectives,targets, goals, strategies, future events, future revenues,operationsor performance,
capital expendituresfinancingneeds,our plansor intentionsrelating to the expansionor contractionof our businessas well as specificacquisitions
anddispositions,our competitivestrengths and weaknessesthe risks we face in our businessand our responseto them, our plansor goalsrelating
to forecastedproduction,reserves financial position and future operationsand development,our businessstrategy and the trends we anticipatein
the industry and the political, economicsocial and legal environmentin whichwe operate,and other informationthat is not historical information,
togetherwith the assumptionsunderlyingthese forwardlooking statements By their very nature, forward looking statementsinvolveinherentrisks,
uncertaintiesand other important factors that could causeour actual results, performanceor achievementgo be materially different from results,
performanceor achievementsexpressedor implied by such forward-looking statements Suchforward-looking statements are basedon numerous
assumptionsregardingour presentand future businessstrategiesandthe political, economicsocialandlegal environmentn whichwe will operate
in the future. We do not make any representation,warranty or predictionthat the results anticipated by suchforward-looking statementswill be
achievedand suchforwardlooking statements represent,in eachcase,only one of manypossiblescenariosand should not be viewedas the most

likely or standardscenario We expresslydisclaimany obligationor undertakingto update any forward-looking statementsto reflect actual results,
changesn assumptionsor in any other factors affectingsuchstatements
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Highlights ConsolidatedlH 2016revenue breakdown

Strong I\ 2nd largest Russian mobile operafbrwith 74.7msubscriber® and RUB153.9 bn
GGl historically growing market share

=
(]
LL
I
(o))
[}
=
=
]
o
o}
<

>98% of revenues comes from Russia

Unique network position overall on the back of substantial investments

Sales of handsets Wireless revenues;

=

. d ies; 2
Unrivalled frequency spectrum an a;zizsorles 84.4% e
P

o)

Leading 4G/LTE operator providing access to 4G/LTE netwa@fkRussian I
regions t065%° of population by the endf Q2 2016 Wireline revenues: g

8.0%

Innovative player with a customeasentric approach and a leading position in
digital services and content

Extensive retail network consisting of over 8,000 stores, includi@00

ownedand-operated stores, approx. 2,000 thighrty monobrandstores Compelling historical financial performance
and 4,00(Eurosetstores

2012 2013 2014 2015,

Managed by a professional team with solid track record i i i

(Tr%a' mobile subscribers 545 701 722 768  52%  76.6
Listed on the London and Moscow stock exchanges since 27 Nov 2012 . ' .

Consolidated revenue 2723 2972  314.8 313.4E 6.6%E 153.9E
Growth )\ Superior historical growth among Big 3 Russian mobile operatitis future Consolidated OIBDA 117.1 1326 1385 1324, 7.1%, 59.8,
- growth potential Margin (%) 43.0% 44.6%  44.0% 42.2%5 : 38.9%i
Capex 452) (47.1) (565) (70.2) -0.1%! (27.2)
Returns IN Ol _rpgpafsfabkappmrvirgpefpqglovp_»phbaprs%drguentes @ | a6%% v B6EH » 479% ~ 22¢% s b p |  17.7% 9
shareholder remuneration policy: at least 50% of net income, or 70% of free OIBDA @ mb u 71.9 85.4 82.0 62.21  20.0% 32 61 S
cash flow As % of revenues 26.4% 28.7%  26.1% 19.8%E E 21.2%E E&

Source: Company data
Note: (1) PBy overall mobile revenue and number of subscribers as of¢lae endof Q2 2016n Russia M F
(2) b Total number of subscribers as tife year encbf Q2 2018vas 76.6min Russia, Tajikistan, South Ossetia and Abkhazia E GA O N

(3)PRussian population as of the latest census in October 2010
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four SMARTS
companies in
the Volga region
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MegaFon total revenues

LeadingdG
(RUan) providegr4in Acquisition of
Russia GARS
Launch of Acquisition of
100% stake in General Purchase of a
4G/LTE services Yota/Scartel Communication 49.99% stake in
in partnership partner for class A office
with Yota Number of 4G Sochi Olympics building in
_— subscribers 2014 Moscow %
Acquisition of hits 1 million S
50% stake in o
Euroset 3
Acquisition of ~ Start listing on g
Net-by-Net the LSE and g
et ~20x
Acquisition of Megalabs
Synterra launches
operations

Becomes #2 mobile
1st operator to  operator in Russia in

launch 3G terms of subscribers
network in
1t operatorto ~ Russiain St. 314.8 313.4
cover all Peters 297.2
Launch of online regions in burg 272.3
. store and Russia
1%t operator in introduction of 242.4
Europe to'.lattxach EDGE technology
NorthwestGsm ~~ UJ J PUP" k a
acquirednine other DpEREIIT I Russia
UKl oqge Tb regional GSM to introduce
DPJUpc ! r operatorsand UJi1 -gstb
launched renamed MegaFon
operations in
St. Petersburg l
X
B =T . :
1993 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 cé
<

Source: Company data M E G A F O N
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Competitive telecom market dynamics

A
A

A
A

3 nationwide mobile operators

Tele2 lags the Big3 operators in the market share, but launched its
services in Moscow in late October 2015

Predominantly prepaid market, limited handset subsidies

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

Benign regulatory framework

A

A

A

Mobile termination rates, roaming rates, and last mile fiber access are
not regulated?

Mobile number portability implemented relatively late in terms of
market developmer®). In 2015, MegaFon was the beneficiarga¥o
of total numbers ported 9

Local loop unbundling is not implemented

Russian market fundamentals

_- Europe -
Russia
Europe

GDP (CAGR 20P918E, reathangep.a.) 0.6% 22% 1.8%

CPI (CAGR 20PBD18E, change p.a.) 6.8% 5.4% 1.8%

SourceBloomberg Consensus Forecast summary (April 2015)
Note:

1)
@)
©)
4

- Government focus on MTR and potential roaming regulation is increasing

- Fully implemented since April 2014

- Including numbers ported int8crtel' Y otanetwork

- IncludesCanada, Germany, France, Italy, Japan, United Kingdom, United States

MegaFon track record ofgaining market share

(Subscribers in millions)

228 230 237 240 252

31.0% 30.7% 30.9%

@

U770
MEGAFON 2432 29.7% 29.7%

29.7% -0.1pp

T
1
1

= VimpelCom 27.1% 23.9% 23.8% 23.7% 23.0% : 22 9% -0.1pp
1

Others 18.1% L +0.1
2012 2013 2014 2015 1Q 2016 i 2Q 2016
________________ ]
Total mobile revenues 1H 2016
-0.5p.p.
+0.7p.p.
-0.1p.p.
-0.1p.p.
Il MIEGAFON HH LY eVimpeICom Other [ YoY change in marlstiare

MEGAFON

About MegaFon
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MegaFore *pp k!l gf b~ i bp~ras™kqg”dbpfYk dlowing jopdet sigpifcantty nhighek data b p Y

700 MHz (LTE)

800 MHz (LTE)

900 MHz (2@)

1 800 MHz
(2G / LT

2 100 MHz (3G)

2 400 MHz (LTE)

2 600 MHz
(LTE- TDD®)

2 600 MHz (LTE)

(1) Band size varies depending on Russian region

€ MecaFon
2X7,5 2X7,5
2X7,5 2X7,5
2x4,8 2X2 4
2x15,6Y 2x13,2Y
2x14.,6 2x13,6
2x30,61) 2x44,41)
2x15 2x15
25 25
2x40 2x10

\

& VimpelCom

2X7.,5

2X7,5

2x0,8
2x13,68Y

2x12-
2x29,8Y

2X15

2x10

TELE2

2X7,5

2X7,5

2X0,6-
28,49

259,4
2X446W

2x15

30- 700

2x10

Wider band means higher data transfer
rate and higher capacity of the network

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

(3) In Moscow only

transfer rate inJ b d A Crietlwdikp
ABoth operator and end-user equipmentalready support 2x20 MHz for
LTE,no other operatorbesideMegaForcanprovidesuchbandlength

AAfter implementation of technology neutrality MegaFonis the only
operatorable to utilize 3 times 2x20 MHzchannels(2x20 MHzin 1800
bandand?2 times 2x20in 2600band)for LTE

Aln othertechnologiesall nation-wide operatorsare almost equal

ANoneof nation-wide operatorsexceptMegaFoncan realize significant
benefitsfrom implementingtechnologicaheutrality

MEGAFON

About MegaFon
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Federal regions covered by MegaFon 4G / LTE network

@ Cities where LTRdvanced available N - a

halin
™
Rostov%ﬁ
habarovsk
Sochi
ladivostok

2013 2014 2015

Q12016 Q2 2016

mm Krj _boplcpOrppf ~Upb okl islbfsopulalion eobered b
MegaFomG is available

Note:
(1) @ Russian population as of the latest census in October 2010

@ 4G/LTEnetwork development

A MegaFons focusedon expansiorof coverageandincrease
of its 4G networkcapacityin existingareasof presenceand
servicegualityimprovement

A More4Gavailability
¢ 78federalregions

¢ morethan1,000citiesandtowns
¢ 150ut of 15citieswith a populatiof® overlm people
A 4Ginfrastructureincluded:.25,100basestations
), 4G/LTEservices

A LTEAdvancedservicesprovidingspeedsof 150450 Mbit/s

wereavailablein 19 cities andregionsas of the end of the
quarter

A 4G-enableddevicesegisteredon MegaFometwork¢ 9.0 m
units,or +370y-0-y

A 4Gtraffic usageincreasedy46%y-0-y
A Shareof 4Gtrafficin total datatrafficis 42%
LTEroaming

A MegaFonis one of the s k n hleaders in LTEroaming
coveragen termsof countriescovered

A In @ 2016 LTEroamingcoveragextendedo 74 countries
with 103operators

MEGAFON
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Fully-fledged videand TV OTT solution launched in June 2015 Jbd” "Cl kpQSp ob”"gbpps”™irbpecl
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Ypbrfjbaprgp | geppr _p of boppl cpdh
operators

Clients Purposes

_ . Boosting of subscribers loyalty and lifetime
@ j m*kvUp Data usage enhancement
subscribers — .

Monetisationof subscriber base

Market Overview

VOD:Large catalogue of movies, TV series and sequels
of first-rate Russian and foreign studios

Content A L .
. . . M f fM Fon.TV
Live TV:130+ channels, including 1 anariltiplex 3rd party clients A A(?c:]litslis'[i;[lrloz(f)nzs\t“s/.ik:lss(i:ts)ec:s egaron app
Devices A OTTsolution available for all types of devices: i
supported smartphone, tablet, SMARTV, Web @r pgl jbopUpavk”rjf ppprqgfpch
- .000 “ . .
A Rkfnrbpagbojpplchprpbbclobpr_p fr7) 0RbnkuBdskediddethi 30 fuhekeoib r pf s b UD
bundled tariff plans and options U 32% average monthly growth of user base since launch
A vODandLiveTVtandem solution
Uniqueness A Premium HD contenfmedia Discovery HD;BO, Disney, 80%ofappr pboppo~rgbpgebppbosf bp~r |5
Warner,Universal, SportD etc. 3.5 average rate in Googlelay andAppStore g
A Individual recommendations based on ratings and perceptions <

by subscribers

MEGAFON
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In August2016, MegaForpresenteda newfinancial product P MegaFordebit card that is fully integrated with r p b roobile account

Increase customer loyalty

MErA®OH €h

B=

Reduce churn

Key

purposes Attract new customers

> > > >

Increase revenue from VAS services

544k 390040000 0OOO

Key terms of MegaFoncard

How to receive At anyMegaForRetail store/ within 510 minutes

# of cards linked to one
account

Can be toppedup using Up to 10 cards
payment terminals or via

Internet Interest on account 8% p.a. in case of at least one transaction during a

MegaFon card is fully
____l integrated with MegaFonuser
mobileaccount

)

balance month and average account balance > RUB 500

Can be used as an ordinary MegaForBank application N AR AR | " ab:

debit card for on-line and off- APP | compatible with all OSs to Set-up charge (oneoff) JApgbo@ oapDlia7pcobbpcloppr _

o ) line non-cashpayments facilitate cardusage fk irabaUpg~rofccphpmi ~kp

Maintenancefee Free

A CertifiedMasterCard 24/7 card support via a :

@ A 3D-Secure .o separate contact center at Cashback Up to 10% depending on a partner
A Additional security when 5555shortnumber

Cash withdrawal fee 2.5%

usingcontentservices

MEGAFON
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B2Xcontinued strongperformance irlH 2016 Keyprojectsin 1H 2016
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A Contractwith the state-ownedcompanyGLONAS$GlobalNavigationSatellite
System) for MegaFonto act as a full-MVNOpartner and an operator for

Number of Number of transmissiorof emergencyall traffic
B2X clients B2X mobile

+3%y-0-y data users A Signingof a memorandumof partnershipwith Rossetj the largest Russian
+31.3%y-0-y operator of energygrids, to install in 30K power stations special equipment
allowingRossetito monitorcasesof intrusionandcollecttelemetricdata

8.0% 5.29% 9.6% A Providirjga complexof telecommunicatioservicesat the Russiat ASEANorum
B2X total B2X mobile B2X mobile in Sochi
e [EVENEE data revenue A Completiorof constructiorof a telecommunicatioslusterin the Tomskregionto

+8.0%y-0-y +5.2%y-0-y + 9.6%y-0-y

expanccoveragefl a c | Bskryicésat 180il depositsinthe northof the region

New productsandservices New B2BB2G clients

A New approachto corporateclient servicereflectedin the L k lofe. ky p] _p o |
stipulatingcontinuouslientsupportoverthe periodof contract

I
, Il @
A Upgradeof the tariff planline ? k n | &kjnH eiby extendihgthe rangeof UHMERCK w
|

=
~

available servicesand makingthe processof individualtariff selection more
flexibleandconvenient

A Joint project with TochkaCommercialBank for entrepreneursThe clients of
TochkaBank,mediumand small sizedlegal entities, are offereda discountfor
| a c ] Bnkopil&servicesinreturn,] a ¢ ] Bckent#acegiventhe opportunity
to openanaccountwith TochkaBankandget a discountonthe cardmaintenance
feeandanattractiveinterestrate oncashbalance

Outlook for 2016

Note:

12° (1) B2Xincludes B2B and B2G businesgments M
(2) SAPbecamd b d ~ Cdlidntiiging MNP EGAFON
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despite recent macro

Total Russia wireless subscribers, m

w1 607 74.8 745

62.6
29.3

2012 2013 2014 2015 | Q12016 Q2 2016

B Data service user basé) [ User base not using data servic®

Russia Data ARPARPDU) andAPPMK)
233 | 232 229

2014 2015 Q1 2016 Q2 2016

2012 2013
I Data ARPU, RUB per month I APPMhRUB

RussiaDS¥and dataenabled device penetration
53%

47%
%
32% 38%
o— o
3,286
2012 2013 2014 2015 3 Q12016 Q2 2016

Il DSU, MB/month I Data-enabled device penetration

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed.
(1) @ DataService User is defined as a Subscriber who has used any of our data transfer services within the precedmgnonth
(2) @ Active subscribers that do not comply with the definition of Data Service User Base

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

)@ Starting from 2013,APPMbpresented here vary from those reported earlier do to the change in methodology for data servser calculation APPMbis calculated by taking ARPDU for a given period, and dividing by DSU in that period
(5) @ Total number of megabytes transferred during a given period divided by average number of data subscribers during such periogddiyidumber of months in sucperiod

)

(4

Consolidated Revenue breakdown, RUB

9723 297.2 314.8 313.4 § Growth
) mewm (3.1 23.1 g 19-9§ 2.5%

150.1 153.9
— 3. — 11.7
10.8 12.3
130.9 129.9
2012 2013 2014 2015 1H 2015 1H 2016
Bl \ireless services Wireline services Il Equipment & Accessories
Consolidated OIBDA and OIBDA margin Lower
138.5 10.3%
1171 132.6 132.4 0.3%
44.6% 44.0% 66.7
A . \\ e 59.8
44.4% ®
2012 2013 2014 2015 1H 2015 1H 2016
Consolidate€ APER andCAPEXhargin
70.2 Growth
56.5 31.8%
45.2 47.1
\\ 20 6 27 2
13 70/ 17 7%
2012 2013 2014 2015 1H 2015 1H 2016

MEGAFON

(6) @ Total CAPEX, including CAPEX on spectrum acquisition via purchase of SMARTS in August 2015. Refers to actual CAPEXadtrigedar and may not match cash flow CAPEX

fokabg

About MegaFon
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Corporate governance

A

Existing MegaFon Corporate Governancestructure complies with all
requirementsof the LondonStock Exchangeand MoscowExchangevhere
MegaFortrades

Boardof Directorselectedin August2016consistsof 7 members

— 5 Board membersrepresent interests of minority shareholders 2
TeliaSoneraepresentativesand 3 INEDs

— 2representativesof controllingshareholdetUSM

Three Committees of the Board of Directors have been set up for
improvingcorporategovernancetandards

— Audit Committee
— Remuneratiomand NominationsCommittee
— Financeand Strategy Committee

On 12 Nov 2013 J b d ~ CBoartdqf Directors approvedthe Codeof
Business Conduct and Ethics further streamlining the corporate
governanceroceduresn the Company

Followingthe listing reform on the MoscowExchangein June 2014 the
@ j m~ éharéspere upgradedto the U E f d eqbomatipllist QL I,
thus allowing pension funds and state corporations to invest in
J b d ~ CdtokkU p

- This upgrade confirms MegaFoncompliancewith J L B UHighest
corporatestandards

Board of Directors composition

Nominated by USM

Vladimir Streshinsky
Chairmanof the Board

)

lvan Tavrin

Nominated by Independent
TeliaSonera directors

Carl Peter ChristiarLuiga Jan Rudberg

Ingrid MariaStenmark

Nikolay Krylov

The majority of the Board
representsminority shareholders

MEGAFON

About MegaFon
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Executive Bodies

Sergey Soldatenkov, Acting Chief Executive Officer EvgenyChermashentsev ChiefOperating Officer

0 AppointedChiefOperatingOfficer (ExecutiveDirector) of MegaFonin July

0 Acting Chief Executive Officer since 28 April 2016 2015
0 ChiefE tive Officer dflegaForf April 2003 toApril 2012 . .
? € >.<ecu |ve. |c.er coa ? rom prl. pr 0  PreviouslyDeputyCECior Infrastructureof MegaFon
0 Extensiveexperiencen the Russiarntelecomindustry 5  JoinedMegaForin 2012 %
0 Before joiningMlegaForheld senior management positionsTelecominvest 6 Before joining MegaFon held various senior positions at media and S
Delta Telecom, North West GSM broadcastingcompanies o
0 Member of the Board of Directors legaForsince May2012 0 c.20yearsof TMTexperience %
-7
) : 3
Konstantin Likhodedov, Director, Consumer Business Vlad Wolfson, Director, Corporate Business =

6 Director for Consumer Business since September 2015 6 Director forCorporate BusinessinceDecember 2013
0 Previously Director of the Moscow branchwégaFon 0 PreviouslyWP of Sales and Marketing &edsiGroup, Director of Sales for
5  JoinedMeaaForin 2012 SME atVimpelcom VP of Corbina Telecom, Commercial Director at
g Startelecomand Director of Business Development at Interaction Systems
(Israel)
0 JoinedMegaFon in 2012

Dmitry Kononov, Director, Investors Relations and M&A Gevork Vermishyan, Chief Financial Officer

6 Director for Business Development, M&A, IR since Dec 2008 6 CFO since Jul 2011
0 Gl fkbapJdJbd~rCl kpfkp/---+pPb®0bap” "ppqgebty @@@q@\ﬂopswpi,rectarprorporateFinanceatAFKSistema
0 22 years of TMT experience 0 13years of finance / 8 years of TMT experience

Alexander Sobolev,Director, Strategy Alexander Bashmakov, Chief Technical Officer

0 Director for Strategy since September 2015 0 CTO since August 2015 %

“ . . . . c

0 Previously Head of Strategic Partnerships and Projects, & Previously Chief Strategy and Procurement Officer of MegaFon o
MegaFon . . . . o

_ i ) 0 8 years in management consulting with focus on Telecom & IT (Accenture <

6 JoinedMegaForin 2012 and BCG)

0 5 years in consulting (Strategy Partners Group and BCG)

MEGAFON




Return to growth througldligital strategy

Since 2012MegaFonsuccessfully implemented
an efficient growth strategy

A GrownMegaForshare in the mobile market
A Increased business efficiency

A Deployed modern infrastructure and filedged 4G
communications network

Kbt ppgo”*gbdvpcl

monetization and new product offerings

rpbppl kp UAT

Cover digital subscriber needs and requirements
Leverage Internet and OTT companies cooperation

Develop own innovative products and services
(MegaForTV,©/ @Gdrvices mobile finance mobile

About MegaFon
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advertising cloud solutions)

A Implemented new investment management process
and subsequent optimized investment budget A Well-timed construction and modernization of the network,

utilizing spectrum advantage
A Enhanced organizational structure to strength the
Company's position in the B2C, B2B, B2G and B20 A Identification and implementation of new growth areas in

markets with the aligned governance models operating efficiency

Despite challenging macidegaForwill return to

Strategy implementation in 20125 allowed to

prpg”fk” i bpdoltgept f

accumulate free cash flow and increase the divide
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World mobile market is declining, but still there are countries

which return to growth in local currency 2
=
Tl oiapj!l _fibpj*ohbqgpf kp RP .. butstill some countries grow in local currencies §
& World mobile market dynamics, U 102//:)0_b”e marke dynamics in local currency, % C uetatia
24% | Developed countries | — Finland
0% Greece §
— New Zealand g
-10% 4 — Singapore o
— Sweden =
-20% -

2012 2013 2014 2015

30% - : : — Argentina
Emerging countries _
— China
20% + India
10% — Indonesia
0 SNA — — Nigeria
0% — — — Philippines
2008 2009 2010 2011 2012 2013 2014 2015 — South Africa
Market _ g % y-0-y growth, _g— % y-0-y growth, -10% - — Taiwan x
volume developed emerging 2012 2013 2014 2015 — Thailand 2
Q.
Turkey <
Countries : developed 1 Australia , Austria, Belgium , Denmark , Finland, France, Germany , Greece, Hong-Kong, Israel, ltaly , Japan, S.Korea,

Netherlands , New Zealand , Norway , Portugal , Russia, Singapore , Spain, Sweden , Switzerland , USA, UK; emerging i Argentina , Brazil, Chile, China,

Columbia , India , Indonesia , Malaysia , Mexica, Nigeria , Peru, Philippines , South Africa, Taiwan , Thailand , Turkey , Ukraine MEGAFON

Source : Bank of America Merrill Lynch Wireless Matrix, MegaFon Strategy analysis






