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Certainstatementsand/orotherinformationincludedin this documentmaynot behistoricalfacts andmayconstitute bkns]n`looking

op]paiajpo¦withinthe meaningof Section27Aof the U.S. SecuritiesActandSection2(1)(e)of the U.S. SecuritiesExchangeActof 1934,

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

similarexpressionsmayidentifyforwardlookingstatementsbut arenot the exclusivemeansof identifyingsuchstatements. Forward

lookingstatementsincludestatementsconcerningour plans,expectations,projections,objectives,targets, goals,strategies,future

events, future revenues,operationsor performance,capital expenditures,financingneeds,our plans or intentions relating to the

expansionor contractionof our businessas well as specificacquisitionsanddispositions,our competitivestrengthsandweaknesses,

the risks we face in our businessandour responseto them,our plansor goalsrelating to forecastedproduction,reserves,financial

positionandfuture operationsanddevelopment,our businessstrategyandthe trendswe anticipatein the industryandthe political,

economic,socialandlegalenvironmentin whichwe operate,andother informationthat is not historicalinformation,togetherwith the

assumptionsunderlyingthese forward lookingstatements. By their very nature,forwardlookingstatementsinvolveinherentrisks,

uncertaintiesandother importantfactorsthat couldcauseour actual results,performanceor achievementsto be materiallydifferent

fromresults,performanceor achievementsexpressedor impliedbysuchforward-lookingstatements. Suchforward-lookingstatements

arebasedonnumerousassumptionsregardingourpresentandfuture businessstrategiesandthe political,economic,socialandlegal

environmentin which we will operate in the future. We do not make any representation,warranty or predictionthat the results

anticipatedby suchforward-lookingstatementswill be achieved,andsuchforward-lookingstatementsrepresent,in eachcase,only

oneof manypossiblescenariosandshouldnot beviewedas the most likely or standardscenario. Weexpresslydisclaimanyobligation

or undertakingto updateany forward-lookingstatementsto reflect actual results, changesin assumptionsor in any other factors

affectingsuchstatements.

Disclaimer
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1. What is MegaFon?
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1

What is MegaFon?
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Wireless revenues; 
86.6%

Wireline revenues; 
7.4%

Sales of handsets 
and accessories; 

6.0%

>98% of revenues comes from Russia

RUB 74.0 Bn

MegaFon at a glance

Highlights Consolidated Q1 2015 revenue breakdown

Source: Company data. 
Note:
(1) ÞBy overall mobile revenue and number of subscribers as of the end of Q1 2015 in Russia
(2) ÞTotal number of subscribers as of the end of Q1 2015 was 72.0MM in Russia, Tajikistan, South Ossetia and Abkhazia
(3) ÞRussian population as of the latest census in October 2010

Å 2nd largest Russian mobile operator(1), with 69.5 MM 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 74 
Russian regions to c.52.0%(3) of population by the end of Q1 2015

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

Å Extensive retail network consisting of over 8,087 stores, including almost 
2,047 owned-and-operated stores, third party monobrandstores 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 2014 CAGR Q1 2015

Total mobile 
subscribers (MM) 57.2 62.8 64.6 70.1 72.2 6.0% 72.0

Consolidated 
revenue 215.3 242.4 272.3 297.2 314.8 10.0% 74.0

Consolidated OIBDA 97.6 100.6 117.1 132.6 138.5 9.1% 32.0

Margin (%) 45.3% 41.5% 43.0% 44.6% 44.0% 43.2%

Capex (66.5) (70.6) (45.2) (47.1) (56.5) -4.0% (8.1)

As % of revenues 30.9% 29.1% 16.6% 15.9% 17.9% 10.9%

OIBDA͐ @^mbu 31.1 30.0 71.9 85.4 82.0 27.4% 23.9

As % of revenues 14.4% 12.4% 26.4% 28.7% 26.1% 32.3% 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
?



6

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
314.8

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

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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7 Source: Analysts reports, Bloomberg
Notes:  (1) Ø Share prices indexed to MegaFon LSE share price

Reputable analysts are optimistic about Jbd^ClkÚpperformance 
and see upside to guidance recovers

Resilient Russian telecom play

Soft numbers but cash return remains solid. Hold

ÝTelcosare sensitive to private consumptiontrends than in the

past, but we believeQ1 markedthe bottom and Russianreaching

macro equilibrium should work in JCLKÚpfavour in the coming

quarters,thus we seeupsideto guidanceÝ.

Dataremainsthe star of the showwith 28% y/y traffic growth

Bank of America Merrill Lynch, April 2015

1Q15 in line; accumulated 8% DY supported by low leverage. 

Buy!

Wehighlight that MegaFonhada toughcompwith the strong1Q14

dueto SochiOlympicsandchangesin VASregulationandthink that

the companymay acceleraterevenuegrowth in 2016to +1.7% (vs

+4% previously)andmaintainmarginsat 42%

ÝAn implied8% DY(accumulated)is supportedby low 1x leverage

andprudentcashallocationwith >60% exposureto hardcurrency

Morgan Stanley, April 2015

F
in

a
n

ci
a

l a
n

d
 O

p
e

ra
ti
n

g
 R

e
su

lts
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

W
h
a

t 
is

 M
e

g
a

F
o

n
?

MSCI Russia

Share price performance since January 2014(1)

-27%

-51%

-47%

-50%
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34.4% 33.4% 32.6%
30.7% 30.9%

29.3%
31.0%

23.0%

24.2% 25.8% 27.1% 27.1% 28.8%
29.0%25.4%

24.5% 23.7% 25.1% 24.3% 23.9% 23.8%

17.2% 18.0% 17.8% 17.1% 17.6% 18.1%
16.0%

2008 2009 2010 2011 2012 2013 2014

Source: EIU (as of March 1, 2015)
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

Russian telecommunications market preserves attractiveness despite turbulent 
macroeconomic environment 

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). In 2014, MegaFonwas the main 
beneficiary of this process with 35% of total numbers ported in. 

Å Local loop unbundling is not implemented 

MegaFon track record of  gaining market share

(Subscribers in millions)

-0.1 pp

+0.2 pp

-2.1 pp

+1.7 pp

ú/-.1,/-.0188 208 219 228 230 237

Others

Russian mobile subscribers market share

37.5%

36.5%

22.1%

3.9%

Total mobile revenues FY2014 Data revenues FY2014

Others
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240

Russia
East-Central 

Europe(3) G7(4)

GDP (CAGR2014-2016E real change p.a.) -1.5% 2.9% 1.8%

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

-2.9% 2.4% 1.6%

29.8%

32.7%

24.9%

12.6%
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112,783

121,102

2013 2014

42,929
46,341

33,298
38,151

10,106

18,636

2013 2014

Network infrastructure development in 2014

Growth
ƶ 19.5%

Backbone 
infrastructure

Number of base 
stations

62%

64%

Growth
ƶ 7.4%

2G BS, units 3G BS, units 4G BS, units

Share of BS interconnected 
via FOCL, %

Backbone 
FOCL(1), km

Å Theimprovementin qualityof serviceswasachieveddueto further roll-out and

modernisationof 4G/3G/2Gnetworksin Russia

4G base stations  + 84% y-o-y

3G base stations  + 15% y-o-y

2G base stations  + 8%   y-o-y

Note: 
(1) FOCL ¢fiber-optic communication lines
(2) OSS ¢Operation support system

Length of fiber-optic communication lines +7% y-o-y

(backbone infrastructure) F
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Å In 2014, MegaFonlaunchedthe Globalnetwork operationalcenter (GNOC)to
improvenetworkquality throughcentralizationof operationalandmaintenance
activitiesin onecenter

Å TheGNOChas two sites in Saint Petersburg(NOC Saop¦%and Samara(NOC
 A]op¦%(eachof themresponsiblefor 4 branches

Å To ensureefficient 24/7 network quality control and timely reactionto any
communicationproblems, at the GNOCMegaFonuses umbrella OSSs(2),
includingthe Fault managementsystemdeployedin 2014in cooperationwith
IBM

Å In 2014, MegaFonremainedfocusedon increasingthe qualityof connections. By
the year-end,the keyindicatorsimproved:

3G - call set upsuccessrateupto 99.52%

- drop-call ratedownto 0.52%

2G - call set upsuccessrateupto 97.13%

- drop-call ratedownto 0.82%
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Federal districts covered by MegaFon 4G / LTE network

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

4G network coverage and roaming in Q1 2015
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Novosibirsk

Samara Ufa

Kazan

Saint-Petersburg

Krasnoyarsk
Omsk

Perm

Ekaterinburg

Chelyabinsk

Moscow

Volgograd

Nizhniy Novgorod

Rostov-on-Don

Å4G/LTEservicesareavailablein:

¢74federalregionswith 52%(1) ofNqooe]#opopulation

¢2 regionsaddedduringthis quarter

¢14out of 15citiesinRussiawith a populationabove1 million

ÅLTE-Advancedservices providing speeds of up to 150-300
Mbit/secare availablein 3 citieswith testing beingcommenced
inRostov-on-Don

74

4G services are 
available in 74 of 
Nqooe]#oĊba`an]hĊ

regions

ÅMegaFonis oneof thesknh`#oleadersin LTE-roamingcoverage
in termsof countriescovered

ÅIn1Q2015, LTE-roamingcoverageextendedby7 countriesto 44
countrieswith 45operatorsin total

44

LTE-roaming 
available in 44

countries

Å4G-enableddevicesregisteredonMegaFonnetwork- 6.4 million
units(+56%y-o-y)

Å4Gtraffic usageincreasedby42%y-o-y

ÅShareof 4Gtraffic in total data traffic¢at 39%

6.4

4G devices on 
network 

6.4 million

Cities where LTE-Advanced available
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164
181 209

1,068
1,586

2,603

2012 2013 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 bynumber 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

241.1 259.0 269.5

17.9 20.1 22.213.3
18.1

272.3
297.2

2012 2013 2014

117.1 132.6 138.5

43.0% 44.6% 44.0%

2012 2013 2014

45.2 47.1 56.5

16.6% 15.9%
17.9%

2012 2013 2014

21.0 25.2 27.7 26.0 27.3

62.6
68.1 69.7 67.6 69.5

2012 2013 2014 Q1 2014 Q1 2015

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

319 326 321

344 344 334

2012 2013 2014

Wireless services Wireline services Equipment & Accessories

ARPU, RUB per month MOU, minutes per month

Lower
1.2%

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
Lower

3.1%

Demonstrating strong operating and financial performance
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Lower
1.7%

314.8
23.1

207

216

2,489

3,188

Q1 2014 Q1 2015

64.7 64.1

5.3 5.5
4.9 4.4

Q1 2014 Q1 2015

32.5 32.0

43.4%
43.2%

Q1 2014 Q1 2015

8.4 8.1

11.2%

10.9%

Q1 2014 Q1 2015

74.9 74.0
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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 base4

6

Development of B2C fixed broadband

Focus on real opportunities in new businesses

8

Continuous search and implementation of operational improvements7

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 Q1 2015
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MegaFonreports financial results highlighting strong profitability
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Definite4G/LTEleadershipin Russia

Å In February,MegaFonandEricssonachieveda maximumspeedof 450Mbit/s

in the courseof LTE-Advancedtrials usinga combinationof three bandsof

LTEspectrumof 20MHzeach

Å In March,MegaFonstarted test exploitationin Rostov-on-Don of a LTE-

Advancednetworkwith aspeedof upto 300Mbit/s

Å MegaFonsigned a 7-year contract with Nokia Systems& Networks to

develop a 4G/LTEnetwork based on the Single Radio AccessNetwork

technology

Recommendationof dividendsfor 2014

Å On28April2015, basedon the resultsfor 2014, MegaFonBoardof Directors

recommendedpaymentof dividendsin the amountof RUB10 Bn, equivalent

to RUB16.13 perordinaryshare(or GDR),subjectto approvalby the Annual

GeneralMeetingof Shareholderson30June2015

Å TheBoardof Directorsalso agreedto includein the agendaof its meeting

scheduled for 28 October 2015 an item on recommendationto an

extraordinarygeneral meeting of shareholdersto distribute additional

dividendsin 2015, so that the total amountof dividendsdistributedin 2015is

at least RUB40 Bn, or RUB64.52 per ordinaryshare(or GDR),taking into

accountthe?kil]ju#oDividendPolicy

Key corporate events in Q1 2015

StrategicpartnershipbetweenMegaFonandQIWI

Å MegaFonand QIWI,a leadingproviderof paymentservices,announcedthe

creation of a strategic partnership to develop high-tech solutions in

electronic payments utilizing the combinedbusiness expertise of both

companies. Auniqueco-brandedproductVisaQIWIWallet is the first product

beingdeveloped

Stableperformancein Q1 2015despitemacroeconomicuncertainties

Å Totalsubscriberbaseincreasedby2.3 milliony-o-y to reach72million

Å Consolidatedrevenuedecreasedby1.2%y-o-y,becauserevenuesin Q1 2014

wereelevatedonone-off basisasa resultof theWinterOlympics

Å Datarevenueincreasedby10.4%y-o-y

Å OIBDAmargindeclinedslightlyby0.2 p.p. to 43.2%

Superiorcustomersatisfaction

Å MegaFoncustomersatisfactionindexin Q1 2015was the highestamongthe

Big3 mobileoperatorsinRussia(1)

All financial figures provided in this presentation are presented on consolidated IFRS basis unless otherwise stated. 
Note:
(1) Ø According to the research conducted in Q1 2015 by the independent agency SynovateComcon

Agreementwith Svyaznoy

Å MegaFonsigned a strategic partnershipagreementwith Svyaznoy, a

nationalchainof mobiletelecomretail outlets, for wider distributionof

MegaFonservicesand products,includingfree top-up servicesfor its

subscribers,andimplementationof variousjointe-commerceprojects



15 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 Total revenuedeclinedby 1.2% y-o-y mainlydue to

the fact that the revenuein the comparableperiodin

2014 benefitedfrom the one-off effect of the 2014

Winter Olympics, as well as weaker sales of

equipmentandaccessories

Å OIBDAdecreasedby 1.7% y-o-y impactedby lower

revenue and gross margin, while OIBDA margin

declinedby only 0.2 p.p. to 43.2% mainly because

sales and marketing expenses were lower as

comparedto Q1 2014 when there was large-scale

Olympics-relatedadvertisingspending

Å Net profit(1) increasedby 2.4% y-o-y principallydueto

higher interest income resulting from active

managementof the deposit portfolio, and lower FX

loss

OIBDA

Net profit(1)

Revenue

Key highlights: resilient OIBDA margin

Revenue, OIBDA and Net profit
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Quarterly data, RUB Bn % of RevenueQuarterly data, RUB Bn

32.5 34.3 37.3
34.5 32.0

43.4% 44.7% 46.0% 41.9% 43.2%

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

7.2

13.9 12.8

2.8
7.4

9.7%
18.1%

15.8%
3.4%

10.0%

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

74.9 76.7 81.1 82.2
74.0

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

Lower
1.2%

Growth
2.4%

Lower
1.7%
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Key highlights: Free Cash Flow and CAPEX

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 InQ1 2015, MegaFoninvestedRUB8.1 Bn, which

is 3.1%lowerthanin Q1 2014. OurCAPEX:

ɢ representsc.11%of ourrevenue,and

ɢ in linewith ourCAPEXrationalizationefforts

ÁDespite 1.7% decline in OIBDA,OIBDA-CAPEX

decreasedby only 1.0% y-o-y as a result of

lowerCAPEXy-o-y

ÁFree Cash Flow decreasedby 10.6% y-o-y

mostly due to lower cash flow from operating

activitiesasa resultof one-off expenses

CAPEX

OIBDA-CAPEX

Free Cash Flow

CAPEX(1), OIBDA-CAPEX, Free Cash Flow
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8.4

13.4 14.3

20.5

8.1

11.2%
17.5% 17.6% 24.9%

10.9%

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

Lower
3.1%

13.6 14.0

25.4

17.2
12.1

18.1% 18.3%

31.4%
20.9%

16.4%

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

Lower 
10.6%

24.1
20.9 23.0

14.0

23.9

32.2% 27.2% 28.4%
17.0%

32.3%

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

Lower
1.0%

Quarterly data, RUB Bn % of RevenueQuarterly data, RUB Bn
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Mobile data revenue remains the key revenue growth driver

Key revenue components

Due to rounding, manual calculations for financials and KPIs may differ from those displayed.
Note: 
(1) Ø Other wireless revenue includes revenues from VAS services; revenue 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 Include smartphones, tablets, dongles and routers, and other data-enabled devices
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Wirelessrevenuedecreasedby1.0%y-o-y mainlydueto the
one-off effect of the Olympics in Q1 2014, continued
migrationof subscribersto bundledtariffs, intensifiedprice
competition,discontinuedtargetingof seasonalworkersand
lowerVASrevenue

Å Mobiledata continuedto be the key growth driverand
represented24.1%of total revenuein Q1 2015vs. 21.6%
inQ1 2014, increasingby10.4%y-o-y dueto

ɢ expansionof data user baseby 5.1% y-o-y to 27.8
millionusers

ɢ higherdata usageresulting from active marketing
efforts and attractive tariff offerings,intensive4G
network developmentand expansionof coverage,
andpopularityof heavydata-consumingproducts

ɢ higheradoptionof data-enableddevices. Theshare
of data-enableddevices(2) on MegaFonnetwork is
nowat c.48%

Wirelineservicerevenuesincreasedby 3.9% y-o-y mainly
dueto expansionof ourB2B andB2Gclientbaseas well as
good performanceof our carrierserviceunderthe DREAM
project

Salesof handsetsandaccessoriesdecreasedby 9.7% y-o-y
as a result of shift to lower-end devicesamid weaker
consumerpurchasingpower

Wireless services 86.4% 86.5% 86.0% 83.6% 86.7%

- Data  21.6% 21.1% 21.4% 21.3% 24.1%

Wireline services 7.1% 7.0% 6.4% 7.7% 7.4%

Handsets and 
accessories

6.5% 6.5% 7.6% 8.7% 5.9%

16.2 16.2 17.4 17.5 17.9 

48.6 50.1 
52.4 51.2 46.2 

5.3 5.4 
5.2 6.3 

5.5 

4.9 
5.0 

6.2 7.2 
4.4 

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

Lower

1.2%

10.4%

Other wireless
revenue(1)

Wireline

Handsets 
and 

accessories

Data

74.9
76.7 81.1 82.2

74.0

3.9%

9.7%

1.0%
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Total Russia wireless subscribersincluding
data serviceusers

(MM)

26.0 26.1 26.8 27.7 27.3

67.6 68.0 69.1 69.7 69.5

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

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

Growth
5.0 %

Growth
2.8%

Drivers of Russia total wireless services revenues: 
Wireless subscribers 

Results provided on this page cover 
only the Russian business
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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 Q1 2015 by independent agency SynovateComcon
(4) Ø According to the research conducted in Q1 2015 by the independent agency Ipsos

Å Overallsubscriberbasein Russiaincreasedby 1.9

million new subscribers(+2.8% y-o-y) to 69.5

million resulting from our active subscriber

acquisition marketing efforts, attractive tariff

offerings, introduction of new services and

customer-orientedbusinessapproach:

ɢ In Q1 2015, MegaFonattained the highest

customersatisfactionindex(3) and the highest

net promoterscoreamongBig3 inRussia(4)

Å Dataserviceuserbaseexpandedby 5.0% y-o-y to

27.3 millionusersaccountingfor morethan39% of

the overallsubscriberbase

Å Increasein dataserviceuserswasachieveddueto

organic growth through initiatives aimed at

stimulating higher data usage,switch of  lqna¦

voice users to data usage, and increased

penetrationof data-enableddeviceson MegaFon

networkShare of data users in overall subscriber base, %

38.5% 38.4% 38.8% 39.7% 39.3%
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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

F
in

a
n

ci
a

l a
n

d
 O

p
e

ra
ti
n

g
 R

e
s
u

lts
O

u
tlo

o
k 

fo
r 

2
0
1
5

C
o

rp
o

ra
te

 a
n

d
 F

in
a

n
ci

a
l H

ig
h
lig

h
ts

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

Å Strong increaseof DSU(+28.1% y-o-y) in Q1 2015

resultedfrom:

¢ intensiveroll-outof the 4G/LTEnetwork

¢ continued increase in 4G-enabled devices

registeredonMegaFonnetworkto 6.4 million

¢ active marketinginitiativesaimedat stimulation

of highermobiledatausageandadoptionof data-

enableddevices

¢ growing share of data-enabled devices on

MegaFonnetwork in Q1 2015 +8 p.p. y-o-y to

48.0%

Å APPMBdecreasedby 0.01 RUB/MB/monthy-o-y

largely becauseof stimulationof subscribershift to

data packsand bundledtariffs with high amountof

dataavailable

Å ARPDUincreasedby 4.3% y-o-y dueto fasterorganic

growth in data traffic usage, partly offset by a

decreasingAPPMB

207 204
213 210 216

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

2,489 2,428 2,529
2,959

3,188

0.08 0.08 0.08 0.07 0.07 

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

Growth
28.1 %

Growth
4.3%

DSU, Mb/month APPMB, RUB

RUB per 
month

Data revenue operating statistics
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Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed.

32.5

(0.9)

0.3 0.1 32.0

OIBDA
Q1 2014

Revenue Cost of revenue Sales &
Marketing

General &
Administrative

OIBDA
Q1 2015

1.6%

Gross profit margin

43.4% 43.2%

OIBDA 
(RUB Bn)

Key components

0.2 p.p.

0.0%-1.2% -7.5% -0.4%

Key factors influencing OIBDA margin
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Å InQ1 2015, OIBDAdecreasedby1.7%y-o-y,while

OIBDAmarginheld up well, decliningby only 0.2

p.p. y-o-y to 43.2%dueto the followingfactors:

- Grossprofit margindecreasedby 0.4 p.p. to

73.1% largely due to lower service gross

margin (-1.2 p.p. y-o-y) resulting from

increased international interconnection

charges

- Sales& marketingexpensesdeclinedby 7.5%

y-o-y largely due to lower advertising

expensesin Q1 2015 (-17.8% y-o-y) as

comparedto high cost of Olympics-related

marketingcampaignsin Q12014

- 0.4% decreasein general & administrative

expenses resulted from strict operational

efficiencycontrol, whichwas partly offset by

highercosts relating to network rollout and

modernisation

y-o-y growth

OIBDA 
margin

(%) 0.4p.p. 0.4 p.p Ƹ 0.2 p.p.

S&M margin G&A margin

Key drivers of OIBDA margin
Lower

1.7%

0.0
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16%

44%

40%

RUB USD HKD

Liquidity(2) split by currency

Net Debt Build-up As of 31 Dec 2014 As of 31 Mar 2015 Change

Cash and cash equivalents 22.2 38.4 16.2

Short-term investments 47.9 44.7 (3.2)

Total debt 206.3 212.2 5.9

Long-term debt 157.6 157.9 0.3

Short-term debt 50.2 55.7 5.5

Deferred financial cost (1.6) (1.5) (0.1)

Net debt(1) 136.2 129.1 (7.1)

Å Sufficient liquidity and stable leverage

position,at the endof 1Q2015:

- Net debt/LTMOIBDAat 0.94x levelat

the endof Q1 2015

Å Most of the liquidity kept in hard

currenciesto mitigateFXrisks

Å On 22 April 2015 the Companydecided

on early repayment exchange bonds

seriesBO-04at 19May2015

Net debt and liquidity 

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) Liquidity is calculated as the  sum of Cash & cash equivalents and Short-term investments 

91.4 
118.8 

140.3 136.2 129.1 

0.69x

0.90x
1.04x 0.98x 0.94x

Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015

RUB Bn / (x)

Net debt Net debt/LTM OIBDA

Growth
0.25x

Net debt(1) and Net debt/LTM OIBDA

F
in

a
n

ci
a

l a
n

d
 O

p
e

ra
ti
n

g
 R

e
s
u

lts
O

u
tlo

o
k 

fo
r 

Q
1
 2

0
1
5

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
?



2222

46%

36%

18%

47%

36%

17%

3
1-

D
e

c-
2
0

1
4

Debtportfolio structure

By currencyBy instrument By maturity

Bonds

Bank Loans

Equipment Financing 3 Years

1 Year

5 Years and Longer

4 Years

2 Years

EUR

RUB

USD Swapped(1)

Debt profile

ÅWe maintain a balanced debt portfolio

structure and currencymix, allowing us to

minimizeFXexposure

͌ InsignificantexpansionUSDcomponentof

debt portfolio connectedwith new ECA-

financingfor realisationof CAPEXprogram

͌ More than 60% of total debt is in RUB,

while another 14% covered in cross-

currencyhedgingarrangements

Å Morethan 50% of ?kil]ju#odebt becomes

duewithin3Ytenoror later

% of total

USD

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed
(1) « Including structured and plain vanilla FX swaps on a nominal basis
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3
1-

M
a

r-
2
0

1
5

62%15%

21%
2%

24%

20%

12%

24%

20%

26%

18%

21%

14%

21%

61%14%

23%

2%
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Flat y-o-y  

4͗0%

In line with the Capex guidance for 2013-2015 at RUB 165-180 Bn
previously announced during the IPO

Revenue growth

OIBDA margin

CAPEX

Outlook for 2015
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Reiterate

Reiterate

Reiterate
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Á Existing MegaFon Corporate Governancestructure complies with all
requirementsof the LondonandMoscowstock exchangeswhereMegaFon
trades

Á Boardof Directorsreelectedin Mar-2014consistsof 7 members:

é 4 Board membersrepresent interests of minority shareholders: 2
TeliaSonerarepresentativesand2 INEDs

é 3 representativesof controllingshareholderUSM

Á Three Committees of the Board of Directors have been set up for
improvingcorporategovernancestandards:

é AuditCommittee

é RemunerationandHRDevelopmentCommittee

é FinanceandStrategyCommittee

Á On 12 Nov 2013, Jbd^ClkÚpBoard of Directors approvedthe Codeof
Business Conduct and Ethics further streamlining the corporate
governanceproceduresin the Company

Á Following the listing reform on the MoscowExchange,in June 2014, the
@ljm^kvÚpshareswere upgradedto the ÛEfdebpqÜquotation list QL I,
thus allowing pension funds and state corporations to invest in
Jbd^ClkÚpstock

- This upgrade confirms MegaFon compliance with JLBUÚphighest
corporatestandards

Á AnnualGeneralMeetingof Shareholdersis set for June30, 2015

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

MegaFonemploys the best-in-`i^ppþ@lomlo^qbþDlsbok^k`bþmo^`qf`bpÝ
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Alexander Bashmakov, Director, Strategy

ǒ Strategy Director since Mar 2012 and Chief Procurement 
Officer since early 2013

ǒ Previously core member of BCG CIS telecom practice

ǒ 8 years in management consulting with focus on Telecom 
& IT (Accenture and BCG)

Ivan Tavrin, Chief Executive Officer

ǒ Appointed Chief Executive Officer of MegaFon in Apr 2012

ǒ Previously, Deputy CEO and member of the Management Board since Mar 2012

ǒ Extensive experience in the Russian media industry, pioneering its development over the past 16 years, including Regional Media Group, Media One 
Holding, Vyberi Radio Group and TV-3

ǒ Board positions outside MegaFoninclude MO-TV Holdings Limited, UTH Russia Limited, Media-One Holdings Limited and CJSC Kommersant
Publishing House.

Mikhail Dubin, Executive Director, Consumer Business

ǒ Deputy CEO for Strategic Development since Jul 2010

ǒ Previously Deputy CEO of Telecominvest

ǒ Previously Head of Telecom Project Finance Group at 
Sberbank

ǒ 15 years of TMT experience

Gevork Vermishyan, Chief  Financial Officer

ǒ CFO since Jul 2011

ǒ Previously Director of Corporate Finance at AFK Sistema

ǒ 13 years of finance / 8 years of TMT experience 

Dmitry Kononov, Director, Investors Relations and M&A

ǒ Director for Business Development, M&A, IR since Dec 2008

ǒ GlfkbaþJbd^Clkþfkþ/---+þPbosbaþ^pþqebþ`ljm^kvÚpþ@CLþfkþ
2002-2004

ǒ 22 years of TMT experience

Ýibaþ_vþ^þj^k^dbjbkqþqb^jþtfqeþbuqbkpfsbþQJQþexperience 
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MegaFone^pþklqf`b^_ibþ^as^kq^dbþfkþqbojpþlcþcobnrbk`fbpÝÝþ^iiltfkdþqlþdbqþpfdkfcf`^kqivþefdeboþa^q^þqo^kpcboþo^qbþfkþ
Jbd^ClkÚpnetwork

ÁBoth operatorandend-userequipmentalreadysupport2x20MHzfor

LTE, no other operator beside MegaFoncan provide such band

length

ÁAfter implementationof technologyneutrality MegaFonis the only

operator able to utilize 3 times 2x20 MHz channels(2x20 MHz in

1800bandand2 times 2x20 in 2600band)for LTE

ÁIn other technologiesall nation-wideoperatorsarealmost equal

ÁNone of nation-wide operators except MegaFon can realize

significantbenefitsfrom implementingtechnologicalneutrality

800 MHz (LTE) 2x7,5 2x7,5 2x7,5 2x7,5

900 MHz (2G(2)) 2x5-2x15,2(1)
2x0,8-

2x13,6(1)

2x2,2-
2x13,2(1)

2x0,6-
2x8,4(1)

1 800 MHz (2G)
2x14,6-
2x29,8(1)

2x12-
2x29,8(1) 2x14,2-2x29,4(1) 2x5,2-2x29,8(1)

2 100 MHz (3G) 2x15 2x15 2x15 2x15

2 600 MHz (LTE) 2x40 2x10 2x10 2x10

(1) Depending on Russian region
(2) 3G only for Moscow, Moscow region and Komsomolsk-on-Amur

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

Jbd^ClkÚpSpectrum Advantage
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1

Telecom companies are more resilient to economic shocks

-10%

0%

10%

20%

30%

-10% 0% 10% 20% 30%

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

Nominal GDP(national currency) Ú-2-Ú./þ@>DO

Note: Covered countries- ARG, AUT, BEL, BRA, CAN, CHL, CHN, COL, DNK, EGY, FIN, FRA, DEU, GRC, IND, ISR, ITA, JPN, MEX, NLD, NOR, PER, PRT, RUS, ZAF, SWE, CHE, TUR 
(1) Beta Þcorrelation coefficient  that shows how market growth rate depends on macroeconomic factors (e.g.GDP or disposable income); 
(2) Controlling parameters: subscriber base growth rate, broadband internet access penetration, FX rates, time parameters, random effects for each country
Source:IE Market Research,  World Bank, FSSS, Merrill Lynch Wireless Matrix, MegaFonStrategy analysis

Beta(1)͘þ-)6

That is supported by regular correlation analysis

Each point is an 
independent country

2

1 Correlation coefficient became lower

Beta(1)͘þ-)6

2 Consumption is less volatile than GDP
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It is commonly accepted that mobile market 
growth rate depends on GDP growth

In that approach, we see two drawbacks, 
which we tried to eliminate

Using more fundamental approach, 
macroeconomic risk turned out to be less for 

the two reasons

Problem Solution

GDP does not define 
communication 
services usage

Consumption is 
used instead of GDP

A lot of factors that 
can lead to strong 
correlation are not 

considered

Such factors as 
market maturity, FX 
rate, world trends 
are controlled(2)

Russian nominal GDP (in RUB)

Russian nominal consumption (in RUB)
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Jbd^ClkÚpheadline tariffs (Moscow region) (1/2)
TARIFF NAME

MegaFon-
All included S

PRICE

MegaFon-
All included M

MegaFon-
All included L

390RUB/ month

Å 400minutes

Å 3 GB of 3G, 4G+ traffic 

Å 100 SMS/MMS

FEATURES

590 RUB/ month

Å 600 minutes

Å 4 GB of 3G, 4G+traffic

Å 600 SMS/MMS

Å Intercity callsØ 2.90 rub/min

1,290 RUB/ month

Å 1,800 minutes in Russia

Å 8 GB of 3G, 4G+traffic

Å 1,800 SMS/MMS

Å Special terms for trips in Russia

Å On  MegaFonsubs of Moscow region Þ0 RUB/min

Å Other MegaFonsubs Þ2.9 RUB/min

BEYOND THE PACKAGE 

Å On MegaFonsubs of Moscow region Þ0 RUB/min

Å Other MegaFonsubs Þ6.5 RUB/min

Å On MegaFonsubs of Moscow region Þ0 RUB/min

Å All outgoing calls to other regions of Russia Þ2.9 
RUB/min

B
u

n
d

le
d

 t
a

ri
ff

s
P

o
p

u
la

r
ta

ri
ff

s Switch to zero

Everything is simple 0 RUB/ month

Å Outgoing call on subs of Moscow 
region Þ1.5 RUB/ min, 0 RUB from 
21st min

Å 9.9 RUB/MB

Å Outgoing call on subs of Moscow 
region Þ1.6 RUB/min

Å 9.9 RUB/MB

0 RUB/ month Å Not applicable

Å Not applicable

MegaFon-
All included XS

MegaFon-
All included VIP

199RUB/ month
Å 300minutes on MegaFonsubs

Å 0.5GB of 3G, 4G+ traffic 

Å On MegaFonsubs of Moscow region Þ0 RUB/min

Å Other MegaFonsubs Þ6.5 RUB/min

2,500 RUB/ month
Å 5,000 minutes in Russia

Å 10GB of 3G, 4G+traffic

Å 5,000 SMS/MMS

Å On MegaFonsubs of Moscow region Þ0 RUB/min

Å All outgoing calls to other regions of Russia Þ2.9 
RUB/min
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