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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?

MEGAFON



MegaFon at a glance

@

Highlights
A

Strong
fundamentals

2nd largest Russian mobile operaf8rwith 69.7 MMsubscriber® and
historically growing markeshare

Unigquenetwork position overall on the back of substantial investments

Leading 4G/LTE operator providing access to 4G/LTE netwa@ik in
Russian regions, coverimg51.0%of population by the end ¢f014

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

Extensive retail network consistingf over 8,08%tores, includingalmost
2,047 owneeand operatedstores, third party monobrandstores and
Euroset stores

Managed by a professional team with solid track record

Consolidated 2014 revenlmeeakdown

RUB 314.8Bn
¢.99% of revenues comes fromRussia

Wireless revenues;
85.4%

Sales of handsets
and accessories;
7.4%

Wireline revenues;
7.1%

Compelling historical financial performance

What is MegaFon?
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. RUB Bn 2010 2011 2012 2013 2014 CAGH
Listed on the London and Moscow stock exchanges sticHov 2012
Total mobile
subscribers (MM) 57.2 62.8 64.6 70.1 72.2! 6.0%
Consolidated '
revenue 2153 2424 2723 297.2 314.8! 10.0%
S_up_ef_rlor hlfstorlcal grov;qth amor_19I Big 3 Russian mobile operators with Consolidated OIBDA 97.6 100.6 117.1  132.6 1385 91%
significant future growth potentia Margin (%) 45.3% 41.5% 43.0% 44.6% 44.0%
Focuson improving operating efficiency and capital expenditure Capex (66.5) (70.6) (45.2) (47.1) 565 -4.0%
Returns management which translates into growing cash flows As % of revenues 30.9% 29.1% 16.6% 15.9% 17.9% x
°
Highly attractive shareholder remuneratiguolicy: 90% dividend payout OBDA @*mbu 311 300 719 854 82-0: 27.4% g
ratio for 2013 As % of revenues 14.4% 12.4% 26.4% 28.7% 26.1%I g
Source: Compargata.
Note MEGAFON

(1) PBy overall mobile revenues and number of subscribers as of the ge@2014 in Russia
(2) pTotal numberof subscribers a®fthe yearend 2014 was 72.2MM Russia, Tajikistan, South Ossetia aAtkhazia




20years of our success story to becoradeading telecom operator in
Russia @
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Acquisitionof 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 Shareholdenvote  partner for Sochi
cities and towns by YE Olympics 2014
2012 Number of 4G
subscribers hits 1
million

Acquisition of 25%
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

j2]
8
Ky
2
=
=P
I
<
Q
c
[
5
i
©
C
&
o
©
©
1<)
o
=
o
O

launch 3G terms of subscribers
network in
15t operator to Russia in St. 314,8
cover all Peters 297.2
Launch of online  regions in burg 272.3 -
) . store and Russia o
1% operator in introduction of 242.4
Europe tq.IaL:nch EDGE technology
N
NorthWest GSM uJJp U'; k a
acquredne - pero s
UKI oqeTh p (Otherregional 031 -9 b
DPJUpec r k : GSM operators =
launched and renamed
operations in St. MegaFon
Petersburg
[ ] :
— :
Q.
1993 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 <

Source: Compargata. MEGAFON




Resilient Russiatelecomplay G

Reputable analysts are cautious but see upside if Russian _ _
€CONOMY recovers | Share price performance since January 2014

~ - -

What is MegaFon?

. 4Qin line; 2015 guidance seems too conservative. Buy! » $35 -

Y the companyagainpointedto intensifiedprice competitionin voice »
= Onthe positive side we highlight continuingdouble digit mobile data $30 -
growth anda healthytrend in wirelinerevenues

- While structural pressure on profitability seems logical given
increasinginflation and lower top-line growth, we think management =
- soundsoverly cautiousontop-line perspective

$25

Morgan Stanley, March 2015 $20 -

! — — Dy, ——

A - =

. Admitting challenges ahead. Can prices be raised? Hold  $15 -

* The results confirm our thesis that oil/leconomyremain the key )
drivers and investors may have overestimated J bd” c | k léf_)o i
competitiveadvantages

Y the upwardspricing movesare not yet emergingas strongly as
. we had anticipated This may be due to political sensitivities, but $5 o ' ' ' ' ' ' ' ' ' ' T
also commercial strategies of MTS, the defacto incumbent = INEN NN N N N N N N N N N RN
operator,whichappearsto be pursuingtraffic growthasopposedto & (& “\fz} VQ‘ “(8\ N > voq R & éo“ & & ¥ @’5‘
* priceincreases 3
CITI, March 2015 *
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p ! - - i Dy, —~

Financial and Operating Results

}_ More downside risks than'upside. Hold

While we think J b d ~ C 20k50ytlook is conservative(we expect
better results), the stock still offers little upside and will likely

_ remainunder pressureuntil there is more clarity, especially given
the lack of shortterm catalysts beyond dividendsthat are to be =

- announcedat end April. Y
SberbankMarch 2015 *

= — - S

Source Analysts reports, Bloomberg MEGAFON

Notes: (1Y2 Share prices indexed to MegaFon LSE share price



Russiantelecommunications markgireserves attractiveness despite turbulent ‘Q
macroeconomic environment

t is MegaFon?

Competitive telecom market dynamics MegaFon track record of gaining market share
A 3nationwide mobileperators ) ) )
Russian mobile subscribers market share

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

A Relativelyhigh OIBDA margin (compared to developed markets) 188 208 219 208 230 237

1
1
, ) © | 234 239 (6, 6]
on the back ofelatively benign competition and regulatory 1
:
1
1

framework 34.4%  33.4% 3760

= 30,7% 30,9%
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; 30,6%
Benign regulatory framework 29’3;%. 28,8% ©+1.8 pp
. _— . _— " 271% 27, +0.5
A Mobile termination ratesfoaming rates, and last mile fiber = VimpelCom  25.4% 54,995 _25.8% . | 284% 289% PP
access are notegulated? MEGAFON 23”0% 245% 23,7% 221% 243% 39050 249%  24,0%(09PP)
. e . . I
A Mobile number portabilitymplemented relatively late in terms omers 1290 180% 17.8% 1779 17,6% 18,1%: 18,0% (-1.4 pp)

16,5%

2008 2009 2010 2011 2012 2013 : 9m 2013 9m 2014
1

of market developmef®: MFON is a net beneficiary of MNP with
€.119K net additions in 2014

A Local loop unbundling is not implemented )
Total mobile revenues 9m 2014 Datarevenues 9m 2014

Russian market fundamentals

12,7%
Russia EasPCent)raI G
Europé

GDRCAGRO0142016E reathangep.a. -15% 29% 1.8% 24,9%

Private consumptiofCAGR 2012016E
realchangep.a.)

Financial and Operating Results

-2.9% 24% 1.6%

36,2%

SourceEIU (as of Marcti, 2015) Il MEGAFON EEN R NT &= 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

Outlook for 2014




4G network development in 2014

@

Ad4Gservicesareavailablein: 37
¢ 72federalregionswith 51%Y of N q o opegulétion _
. . LTEroaming
e (¢23regionsaddedduringthe year available ir87

available irv2of ¢ 14 out of 15 citiesin Russiawith a populationof more countries
Ngooe] #g¢ manl million

AMegaFonis one of the s k n hléaders in LTEroaming
coveragen termsof countriescovered

Aat yearend,LTEroamingwasavailablein 37 countrieswith
37operators

Ain 4Q2014 LTEroamingcoverageextendedo 21 countries

regions ¢ LTEAdvanced with speed of 150300 Mbit/sec

launched in 3 cities Moscow, St Petersburg,

Chelyabinsk 5.8

5.8 million

4G devices

O registered on
57 - network

A4GenableoUevicesregisterecbn network- 5.8 millionunits
AdGtraffic usageincreasedy 51% in Q4 2014y-o0-y
A140modelsof 4G enableddevicesfferedin MegaForRetail

sy

-

Federal districts covered by MegaFon 4G / LTE network

3

MegaFomG / LTEhetwork built and legalized, commercially launched in Q1 2015

Note:
1) « Russian population as of the latest census in OcRME)

MEGAFON

Corporate and Financial Highlights
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Increasing penetration of datanabled devices (7]

Devices sold by MegaFon Retail

MM units Growth
14.7%
6.1
I L
3%,
2013 2014

m Feature phones m Smartphones ®m Tablets ®3G&4G modems

Data-enabled devices sold bMegaForRetalil

MM units Growth
37%

2013 2014
=0O= 9% of4Genabled devices in total # datanabled devicesold

Note:

A In2014 we continuedo stimulate higherdata usagethroughspecialpriceofferings
and upgradeof our mobiledata tariff options,and promotesales of data-enabled
devicesn ourcontrolledretail channels

¢ As a result, the penetrationof data-enableddeviceson MegaFonnetwork
increasedo 456%

A Salesof dataenableddevicesin MegaFonRetail grew by 37%, while sales of
tabletsincreasedlmost5-fold

¢ Total numberof 4G devicessold throughMegaForretail chainincreased.3-
fold andreached®2.2% of salesof data-enableddevices

A Salesof customisedievicessoldin controlledretail channelsncreased.8%y-o-y,
whilesalesof brandedablets grewalmost 10-fold y-o-y

¢ Shareof 4G devicesin the total numberof customiseddata-enableddevices
soldin controlledretail channelsncreasedrom239%in 2013to 44.2%in 2014

Sales ofcustomiseddevices sold in controlled retail

%

100% 100%

1%
2013 2014
® Feature phones® Smartphonesm Tablets ®m Modems Routers
MEGAFON

(1) Sales otustomisedievices via controlled retail channels, incluMegaForRetail, Eurosetand franchised stores

Corporate and Financial Highlights
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Key developments in B&Xsegment in 2014 =

Continuous improvements of customer service and offerings in 2014

A
A

>

Morethan2,000representativefficesto servecorporateclients

Expansiorof a network of call-centersacrossRussia¢ the maximumstandbytime
reducedo 30sec,whichis the bestindicatorin the sector

Creatiorof a 24/7 FederalCenteifor CorporateClientServiceta written corporateclient
requestis processeavithin1 day

Creatiorof a brandnewweb site for corporateclients 2b.megafom q |
Implementatiorof upgraded L a n e k | Kk fgricqupprateclients

Creationand developmentof products

A

Upgradeofthe  ? k n | gkj nh] epi bendledtariffs with a higheramountof voiceand
mobile data traffic availableas well as additionof free incomingcalls in roamingin
Europenthe premiunpack

Developmentbof content delivery network (CDN ¢ geographicallydistributed server
infrastructureallowingto deliverusercontentto all remoteregionsn millisecondsCDN
clientsareseveralargestcontentprovidersWargamingGTRK

Launchof Ej pfar® jq® g jseavizeallowingto controlmobilelnternetusageand
block accessto web-sites and resourceshat are not corporateand businessrelated
instruments

Developmenbf M2M platform (Machineto-Machine)t approx 15% of marketsharein

termsof subscriptionso M2M platformasof endof 2014

FMC(fixedto-mobile)servicest a line of servicesallowingcorporateclientsto manage
voicecalls,call forwardingandusedifferenttechnologieso maketheseactions

DREANproject

¢ Numberof clients reachedare 6, includingsuch large Russianand international
operatorsas: ChinalelecomChinadJnicompPeutschel elecom|nteroute

¢ MegaFomusesDREANNfrastructureto optimiseits connectivityn Europe

Note:
1) B2X includes B2B and B2G business segments

B2X strong performance in FY2014

Number of
mobile users
grew by
13.1% yo-y

Number of
data users
grew by
21.8% yo-y

Number of
fixed lines grew
by 7.6% yo-y

B2X wireline
revenue
increased by
18.5% yo-y

B2X mobile
revenugrew by
12.5% yo-y

revenue
grew by
56.4% yo-y

B2B & B2G clients

(’@GMPRHM Svie 9 o

L J ROSNEFT

Rostec

Pension Ministry Federal Russian EMERCOM Ministry of Federal state

Fund of of Defenc Service for  Federal of Russia Internal unitary
the RF of the RF Supervision  Treasury Affairs of enterprise
Natural the RF (Rosmorport)
Resource
Usage
e MEGAFON

Corporate and Financial Highlights
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Demonstrating strong operating and financial performand@

\ Operating resultsprovided on this page cover only the Russidusiness Financial results are presented on a consolidated basis }
Superior operatingnb ocl oj "k b Y Yqgo~kpi ~soliifinanpidisk g | p
Total Russia wireless subscribers, MM Consolidated Revenue breakdown, RUB Bn Grg‘g,fz
61,6 62,6 68.1 0.7 |

242,4

2011 2012 2013 2014 2011 2012 2013 2014
El Dataservice user basé) HEE User base not using data servic® Il Wireless services Wireline services Il Equipment & Accessories
. . . Growth
BlendedRussia ARPF®and Blended MGV Consolidated OIBDA and OIBDA margin 4.5%
288 344 344 334
—O O- -0
—
310
2011 2012 2013 2014 2011 2012 2013 2014
Il ARPU, RUB per month === \|OU, minutes per month
Russia DatdRPUARPD®) and DS® Consolidated Capex and capex margin Growth
19.8%
2603 29,1%
17,9%

16,6% 15,9%

2011 2012 2013 2014 2011 2012 2013 2014
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) @ Total wireless services revenues (including interconnection and roaming charges but excluding connection revenues) for a gived gigriled by average number of wireless subscribers, divided by number of months in such period M E GA F o N
(4) @ The numbers starting from 2012 are calculated in accordance with the new methodology.t6tel number of minutes charged per the tariff plan of aubscriber during a given period divideay the average number of subscribers during such period

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, diviceariper of months in such period

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

What is MegaFon?
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MegaForStrategy @

Goal Priority

What is MegaFon?

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

Sustain revenue
growth in core Focus on market share increase
business

Mobile data monetization

Focus on development of current B2B subscriber base

Develop Development of B2C fixed broadband

Upb"
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Focus on real opportunities in new businesses

Continuous search and implementation of operational improvements

Be moreefficient than
competitors in Maintaining technological leadership
managingbusiness

Appendix

Development of management system focused on value creation

MEGAFON







Key highlights stable revenue and OIBDA growth @
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Growth Growth RevenueOIBDAand Net profit
3.1% z 5.9%
79,7 740 76.7 811 82,2 297.2 A In. 2014 we demgnstratedstable flnancllaliperfo.rmance
' with healthy top-line and OIBDAgrowth in line with our
Revenue
targetsforthe year
A Total revenueincreasedoy 5.9% y-o-y (3.1% y-o-y in 4
2014 mainly driven by strong growth in mobile data
Q42013 Q12014 Q22014 Q32014 Q42014 2013 2014 revenuejncreasedalesof equipmenandaccessorieand @
highemwirelinerevenue 2
Growth Growth iz
12.9% 4.5% A OIBDAincreased by 45% y-o-y, and OIBDA margin g
305 325 34,3 37,3 34,5 132,6 138,5 decreasedby 0.6 p.p. y-0-y to 44.0% dueto a growingshare %
' 24.0% of lower marginsales of handsetsand accessoriesand S
0,
OIBDA 44,6% o wirelineservicedn total revenueaswell ashighergeneral (_%
andadministrativeexpenseselatingto networkroll-out °
@
=
¢ in 4 2014 OIBDAiIncreasedy 129% y-o-y and OIBDA =
Q42013 Q12014 Q22014 Q32014 Q42014 2013 2014 . . .
margin improved by 36 pp. to 419%. This margin
Lower Lower improvements attributable to a declinein generaland
72.0% 28.8% administrativeexpensesn Q4 2014aswell asdecreased
51,6 marketing expenses comparedto Q4 2013 which
13,9 12,8 involved largescale Olympicsrelated marketing
Net profit® campaign <
o A Net profit) decreasedby 720% y-o-y principallyas a N
result of anoncashFXlossrelatedto rubledepreciation ﬁ
Q42013 Q12014 Q22014 Q32014 Q42014 2013 2014 3
5
¢)
mm Quarterly dataRUBBN mmm Full-year datg RUBBN =0= % of Revenue
Note: Due to rounding, manual calculations for financials KRdi$? may differ from thoselisplayed MEGAFON

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




Key highlightsiower FreeCash Flowgeneration due to CAPEX growth @

Lower Growth

14.2%6 19.8% CAPEX), OIBDACAPEXEree Cash
23,9 56,5
471 Flow
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CAPEX A In2014 MegaForinvestedRUB565 Bn (increaseof
15,9% i 19.8% y-0-y) in further roll-out of 4G network and
y modernisationof 3G2G networksto improvethe
Q42013 Q12014 Q22014 Q32014 Q42014 2013 2014 qualityof services 3
Growth Lower A OIBDACAPEXdecreasedby 4.0% y-o-y in 2014 %
109.9% 4.0% (increaseby 1099% y-o-y in Q4 2013 due to §
24,1 20 23,0 85,4 82,0 strongerOIBDAN Q4 2014y-0-y andhigherCAPEX %‘
: in 4 2013comparedo Q420149 &
OIBDACAPEX §
o7 Free CashFlow decreasedy 14.7% y-o0-y in 2014 L“EE
dueto highercapital spendingon network roll-out
Q42013 Q12014 Q22014 Q32014 Q42014 2013 2014 comparedo 2013
Growth Lower
94.8% 14.76
254 82,3
<
Free Cash Flow 27.7% 3
Q42013 Q12014 Q22014 Q32014 Q42014 2013 2014 s
[0 Quarterly data RUBBN I Full-year datg RUBBNn =0~ % of Revenue
Note: Due to rounding, manual calculations for financials and KPIs may differ fromdtspdayed MEGAFON

(1)¢ MegaForCAPEX refers to actual CAPEX accrued for the year and may not match cash flow CAPEX.



Key drivers of revenue growth ()

Mobile data revenue remains the key revenue growth driver Wireles$) revenueincreasedy 4.0% y-o-y on the backof overall

Growth subscribebaseexpansiorof 3.0% y-o-y andsolid growthin mobile

datarevenue
RUBBN 5. 9%

16,8 21 5,0 A Mobile data continuedto be the key growth driver and
_ — a— 314,8 represented213% of total revenuein 2014vs. 17.0% in 2013
- increasindpy 333%Yy-o0-y dueto

¢ expansiorof data userbasewith 3.1 million additionsover
theyear(122%increase/-o-y) upto 283 millionusers

¢ active marketing efforts and attractive tariff offerings
stimulatinguse of our 4G serviceson the backof intensive
network developmentand expansionof coverage,and
increasingopularityof data-consumingroductsin Russia

¢ stimulation of sales of data-enabled devices through
controlled retail channels The share of data-enabled
device&) onMegaFometworkexceeded 5%

¢ Scartelacquisitionin 42013

A Voice revenuedeclined by 3.7% y-o-y due to migration of
subscribergo bundledtariffs, discontinuedactive targeting of
seasonabuestworkers andpricecompetition

Corporate and Financial Highlights

297,2
Handsets (63) 0.0

and
accessories

Wireline

VAS®

Data
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Voice
A VASrevenuewas stable y-0-y in spite of regulatorychanges

Wireless revenue introducing ] ~ ore_dg mwhiehtafmeinto effectin2014
+

4.0%
[ A \ A Wirelineservicerevenuesncreasecby 104% y-0-y mainlydue
to expansiomf ourB2B andB2Gclientbase
+33.3% -3.7% 0.0% +10.%% +27.9% . )
A Salesof handsetsand accessoriegrew by 27.5% y-o-y driven
Revenue Data Voicé VAS? Wireline Handsets and  Revenue by sales of equipmentthrough the MegaFonretail network,
2013 services accessories 2014 includingsalesof heavydata-usageAppleproducts

y-0-y growth

Outlook for 2014

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

Note: (1)@ Voice includes revenues from local subscribers which includes monthly fees, airtime revenues, own subscriber roamingctiuwh dees; wireless interconnection revenues; roaming charges to other wireless

operators and other wireless revenues

(2)@ Whereas previouslilegaFon ol hbpl rqpPJPp~ kapl gebopS~rirbp>aabapPbosf  bp%US> Mey&Hormit Rencéfaty éombpne PMSrandomther YAS wdér thé b | |
pfkdi bpetrafkdpUS>P MEGAPON
(3)@ Certain prior year amounts have been reclassified to conform to the presentation adopted in the current year, as @hedwv2etldrEarnings release

(4)@ Include smartphones, tablets, dongles and routers, and other databled devices




Drivers of Russia total wireless servicesvenues

Wirelesssubscribers

(MM)
Growth
2.4%

Growth
9.9 %

68,1 67,6 68,0 69,1 69,7
26'8 27,7
Q4 2013 Q12014 Q2 2014 Q32014 Q4 2014
El Data service user bade B User base not using data serite
Share of data users in overall subscriber base, %
37.0% 38.4% 38.5% 38.9% 39.7%

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

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

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

Total Russiawireless subscribersincluding
data serviceusers

A Overall subscriberbase in Russiaincreasedby 1.6
million new subscriberg+2.4% y-o-y) to 69.7 million
on the backof active subscribemacquisitiormarketing
efforts, attractive tariff offerings,introductionof new
serviceandcustomerorientedousinessapproach

G In 4 2014 MegaFon attained the highest
customersatisfactionindex and the highestnet
promoterscoreamongBig3in Russi&

G MegaFonwas namedthe leaderin clientoriented
businessamongdomestidelecomcompanie®

A Dataserviceuserbaseexpandedy 9.9%y-o-y to 27.7
million users accountingfor c40% of the overall
subscribebase

A Increasein data serviceusers was achieveddue to
organicgrowth throughnumerousnitiativesaimedat
stimulating higherdata usage,switchof | q voize
usersto data usage,and promotionof salesof data
enableddeviceson MegaFometwork

(1)@ Data Service User is defined as a Subscriber who has used any of our data transfer services within the preceding tinsee mon

(2)@ Mobilesubscribers that do not fall within the definition of Data Service User Base
(3)@ According to the research conducted for Q4 2014 by independent a§gnoyateComcon
(4)@ Accordingo the Association for Client Loyalty and Client Focus, Russia

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

Wireless revenue operating statistics
BlendedMOUD& BlendedAPPM?2)

Lower Lower A BlendedMOUdecreasedoy 2.9% y-o0-y in
0.9% 2.9% 2014 (and declinedby 0.9% y-o-y in Q4
346 324 340 337 343 344 334 2019 largely due to faster growth in the

number of | q®h data users (including
Scartelusers)

Blended ARPU declined by 15% y-o-y
largelydueto theincreasénour | qdata ,
serviceuser base, migrationof subscribers
to bundledariffs

Q4 2013 Q12014 Q22014 Q32014 Q4 2014 2013 2014

[ MOU, minutes per month o APPMRUB
¢ BlendedARPUIN Q4 2014 decreasecy

3.0% y-0-y dueto discontinuedargetin
BlendedARPU) oy . getng
of seasonalworkers pricecompetitionin

RUBPer Lower Lower
month 3.0% 1.5% bundled tariffs and highbase effect
relatedto Olympicsn Q4 2013
334 313 322 334 324 326 321 ympicsn Q4
A BlendedAPPMremainedessentially stable
in 2014y-o0-y (declinedby 3.1% y-0-y in Q4
2019
Q42013 Q12014 Q2 2014 Q32014 Q42014 2013 2014
 Quarterlydata B Full-year data

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

2) « Total number of minutesharged pethe tariff plan of a subscriber (including both outgoing and incoming calls) in a given period divided by averagebsomibersoihssuch period, divided by number of
months in sucheriod

) « ARPU for a given period divided by MOU ipstiold

3) « Total wireless services revenues (including interconnection and roaming charges but excluding connection revenung@rfodaliyided by average number of wireless subscribers in such period, divided M EGAFO N
by number of months in sysériod

4) « Certain prior year amounts have been reclassified to conform to the presentation adopted in the current year, as @hadtvi2etldrEarnings release

(5) « Subscribers who only use data services

Corporate and Financial Highlights
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Drivers of Russia total wireless ServicEsVenues: e provided on this page cove

DSUand APPMb

DSW& APPME)

A
Growth Growth
26.3% 64.1%
2959 2603
Q42013 Q12014 Q22014 Q32014 Q42014 2013 2014
B DSU, Mb/imonth  @Qr APPMbRUB ¢
DATA ARPU (ARPO)
RUBper Growth Growth A
month 4.5% 15.5%
201 207 204 213 210 209

Q42013 Q12014 Q2 2014 Q32014 Q42014 2013 2014

== Quarterly data B Full-year data

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

‘
only the Russian business ! eb

Data revenue operating statistics

Strong increaseof DSU (+64.1% y-0-y) in 2014
resultedfrom:

¢ effect from the acquisitionof Scartelin 4
2013

¢ intensiveroll-out of the 4G/LTEnetwork

¢ active marketing initiatives to stimulate
highermobiledatausage

¢ growing share of data-enabled deviceson
MegaFometworkin 2014+8 p.p. y-0-y

In 4 2014 DSUdemonstratechealthygrowth of
26.3% y-0-y on the back of active data usage
stimulation

APPMldecreasedby 0.03RUB/Mb/montly-o-y in
2014 (-0.02 RUB/Mb/monthy-o-y in Q4 2014
largely due to the impactof Scartel subscribers
usingtariffs with a largerdata componentactive
promotion of data servicesand bundled tariffs
with highamountof data

ARPDUncreasecdby 155% y-0-y in 2014 (+4.5%
y-0-y in Q4 2019 due to growing data traffic
usage both organically and following Scartel
acquisitionin Q4 2013 as well as increasing
penetration of bundle tariffs with higher data
component

(1) @ Total number of megabytes transferred during a given period divided by average number of data subscribers during sudivigeddsl 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, divitza dymanths in suclperiod

Corporate and Financial Highlights
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Key factors influencing OIBDA margin

Growth
4.5%
Key components
OIBDA , e — g
i Grossprofit margin margin margin
margin
(%) g 44.6% 1.5p.p. 1.1p.p g 0.2p.p.
[ : |
17,6 29
OIBDA - '
(RUBBN) 132,6 9.2) f— ]
' (4.6)
3.8%
A
[ |
+5.% +12.3% -11.% +6.66
OIBDA Revenue Cost of revenue Sales & General &
2013 Marketing Administrative
y-0-y growth

44.0%

138,5

OIBDA
2014

0.6 p.p.

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

@

Key drivers of OIBDA margin

A In 2014 OIBDAdemonstratedsolid growth of 4.5%
y-0-y, and OIBDAmargindeclinedby 0.6 p.p. to
44.0% dueto the followingfactors

- Grossprofit margin decreasedby 1.5 p.p. to
731% (while total gross profit increasedby
3.8% y-0-y) largely due to growing share of
lower marginsalesof handsetsandaccessories
and wireline servicesin total revenue,while
servicegrossmargindecreasedby 0.7 p.p.

- Sales& marketingexpensegeclinedby 11.9%
y-0-y largelydueto lower advertisingexpenses
in 2014as comparedo highcosts of Olympics
relatedmarketingcampaignén 2013

- Generak administrativeexpensesncreasedy
6.6% y-0-y mainly as a result of extensive
networkroll-outandmodernization

MEGAFON
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Best-in-classnetwork with high investment efficiency @

CAPEX to Sales

2012

mm Total CAPEX

2013

Growth
20 %

56.5

2014

=0- % of Revenue

A In2014 MegaForcontinuedo executeits investmentstrategyandmet the
guidanceon CAPEXespiteforeignexchangédluctuationsin the secondpart
oftheyear

A To widenits 4G footprint and improvethe quality of services,MegaFon
increasedts CAPEX 2014by 20%Yy-0-y

A MegaForcontinuedto investin areaswherethe Companyfuture o i ] n
growth can be achieved network capacityincrease AG/LTEnetwork roll-
out, network quality control and monitoring,swap of obsoleteand energy
inefficientradioequipment

A MegaFoIiCAPEXs in linewith the industryin termsof CAPEXo-salesratio

Mo f k* f mi bapgrdach poCAREX manaypment

A Portfolioapproachto CAPEXnanagementejectionof the projectswith low
rate of return, project prioritizationin accordanceavith corporatestrategic
goals

A Rationalizatiorof investment network standardizationjoint construction
andexchangef fiberopticcommunicatiofine (FOCL)

A Efficientprocurementhold competitivetendersandreducethe shareof FX
sensitivecapitalexpenditures

A Longterm contracts with key equipment suppliers agreementswith
Huaweiand Ericssonsignedin 2014 on the basis of the Total Cost of
Ownershipconceptallow savingsof network roll-out and maintenance
costs

MEGAFON
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Net debtand liquidity G

Corporate and Financial Highlights

Net Debt BUilde As of 31 De2013 As of 31 De2014 A SufﬂC'ent I|qu|d|ty and Stable Ieverage
Cash and cash equivalents 9.9 22.2 12.3 position,at the endof FY2014
Shortterm investments 37.9 47.9 10.0 - Netdebt/LTMOIBDAat 0.98x level at
Total debt 151.0 206.3 55.3 the endof Q4 2014
Longterm debt 1317 157.6 259 A Most of the liquidity kept in hard
Shortterm debt 205 502 29.7 currencie$o mitigateFXrisks
Deferred financial cost (1.0) (1.6) 0.6 A The Companyhas accessto untapped 2
Net debf” 103.2 136.2 33.0 credit facilities enough to meet our &
currentliabilitiesandfinanceCAPEX -
Net debtV) and Net debL TM OIBDA Liquidityt? split by currency s
]
RUEBN/ (x) Growth e
0.20x =

0,90x

Q42013 Q12014 Q22014 Q32014 Q42014

ERUB mUSD mHKD

B Netdebt =Qm Netdeb?LTM OIBDA
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Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed
(1) « Netdebtis calculated as the difference between (a) principal amount of loans and borrowings less unamortized déb¢dsmuduficecash, cash equivalents, and principal amount

deposits MEGAFON
(2) Liquidity iscalculated as thesum ofCash@ cash equivalents asdhortterm investments




Debt profile (]

Debtportfolio structure

By instrument Bymaturity A We maintain a balancgd debt. portfolio
structure and currencymix, allowing us to

% of total minimizeFXexposure

A InDecember014 MegaFordrewRUB15 bn
28% underthe existingVTBfacility of the RUB30

bn available

Corporate and Financial Highlights

30-Sep2014

- Preemptive fund raising to mitigate
2706 \6% anticipated interest rate hikes, covers

mostof 2015scheduledublematurities
& |

A In December2014 MegaFonsigneda new
USD500 min TermLoan Facility Agreement
with CDB

- The new financingwill be used for the
equipmentand services purchasesfrom
Huawei
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31-Dec2014

W Bank Loans E RUB W 1 Year 2 Years =
B Equipment Financing B USDSwappet? M 3 Years M 4 Years g
W Bonds H USD 5 Years and Longer E

= EUR 3

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

(1)« Including structured and plain vanillas®¥ps on a nominal basis MEGAFON




Outlook for 2015 ()

Revenue Flat y-0-y

Corporate and Financial Highlights

OlIBDAnargin " 40%
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In line with the Capex guidafoe20132015 at RUB 16580Bn
previouslyannounceduring the IPO

Wewill continueour practiceof updatingour guidancequarterly, unlessevents

occurringduringthe yearrequireotherwise,includingbut not limited to foreign

currencyadversevolatility, regulatory impacts, consumerspendcompression
or other macroeconomichanges

QOutlook for 2014
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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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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 13years of finance 8 years of TMT experience

Sberbank
15years 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 22years of TMT experience 0 8 yearsin management consulting with focus on Telecom

& IT (Accenture and BCG)
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