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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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MegaForbinvestment summary =

Highlights Consolidated 1H 2015 revenbs2akdown

Strong I\ 2nd largest Russian mobile operatBrwith 71.4 MMsubscriber®) and RUB 150.1Bn
INEEIMERIEISEN  historically growing markeshare

AboutMegaFon

>98% of revenues comes fromRussia
Uniguenetwork position overall on the back of substantiavestments

) Sales of handsets
Unrivalled frequency spectrum and accessories;
5.6%

Wireless revenues;
87.2%

LeadingdG/LTE operator providing access to 4G/LTE netwoidin
Russianregions to ¢.53.0%) of population by the end a®2 2015
Wireline revenues;

Innovative player with a customerentric approach and a leading position 7.2%

in digital services and content

Extensive retail network consistingf over 8,00Gstores, including 2,066
ownedandoperatedstores, approx. 2,000 thirgharty monobrandstores
and4,000Eurosetstores

Compelling historical financial performance
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2010 2011 2012 2014, CAGR 1H 2015

Managed by a professional team with solid track record

. 1
Total mobile
. subscribers (MM) 57.2 628 646 70.1 72.2: 6.0%: 73.8
Listed on the London and Moscow stock exchanges siTcov 2012 Consolidated I I
revenue 2153 2424 2723 297.2 314.8: 10.0%: 150.1
Growth A Sulpde][ior historicarl] growth_ almong Big 3 Russian mobile operators with Consolidated OIBDA  97.6  100.6 117.1 132.6 138.5: 9‘1%: 66.7
solid future growth potentia Margin (%) 453% 41.5% 43.0% 44.6% 44.0%: : 44.4%
Focuson improving operating efficiency and capital expenditure Capex (66.5) (70.6) (45.2) (47.1) (56.5) -4.0% (20.6) W
Returns management which translates into growing cash flows As % of revenues  30.9% 29.1% 16.6% 15.9% 17.9%: 1 13.7% g
4 o
Highly attractive shareholder remuneratigolicy: at least 50% of net OIBDA @ mbu 311 300 719 854 32-0: 27-4%: 46.1 B
income, or 70% of free cash flow As % of revenues  14.4% 12.4% 26.4% 28.7% 26.1% 1 30.7%

Source: Compargata.

Note: (1) P By overall mobile revenue and number of subscribers as of the end of Q2 2015 in Russia MEGAFON
(2) PTotal numberf subscribers a®f the end of Q2 2015 was 73.8MMRussia, Tajikistan, South Ossetia afidkhazia
(3) PRussian populatioas of the latest census in October 2010




20years of our success story to becoradeading telecom operator in Russia fa

o
(o]
MegaFon totalrevenues L
(RUB Bn) e Leading 4G i
Acquisitionof 100% provider in Russia [
stake in 2
Launch of 4G/LTE ~ Yota/Scartel General 2
services in partnershi 'eécommended for - communication
with Yota, reached 76 Shareholdenote  partner for Sochi
cities and towns by YE Olympics 2014
2012 Number of 4G
subscribers hits 1
Acquisition of 259  Million

stake in Euroset

Start listing on the

Acquisition of LSE and MICEX

Net-by-Net
~20X
Acquisition of Megalabs
Synterra launches
operations

Becomes #2 mobile
1st operatorto  operator in Russia in
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launch 3G terms of subscribers
network in
1st operator o Russiain St. 314,8
cover all Peters 297.2
Launch of online  regions in burg 272.3
store and Russia _
1% operator in introduction of 242.4
Europe tq.IaL:nch EDGE technology
N
NorthWest GSM 0JJ [P U'; k a
acquirechine  Operalor in Russia
UKI oqeTh p (Otherregional 031 -9 b
DPJUpc | r k ; GSMoperators =
launched and renamed
operations in St. MegaFon
Petersburg
7 {
— 2
Q
1993 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 <

Source: Compargata. MEGAFON




Resilient Russiatelecomplay

@

Reputable analysts are optimistic aboud b d * Cpekothmance
and see upside to guidance recovers

e M — -—

+ Progressing well. In need of strong 2H topline growth. Hold

Y Ourfour takeawaysfrom the quarterly results: (1) MegaFonwas
impactedby the macroenvironmentin Russia,albeit to at a lesser
extent than expected (2) Telcos are more sensitive to private
consumptiontrendsthan in the past, but we believe @ markedthe
bottom and Russia reaching macro equilibrium should work in
MFON'sfavour in the coming quarters Thus, we see upside to
. guidance

vt

=
%

Bank of America Merrill Lynch, August 2015;

- - i D - - -

= e - -~

* Strong FCF generation in 2QL5; Expect a healthy dividend
* payout before year-end. Buy :

The operator positively surprised with lower capex/higherFCF .
generation The operator positively surprised on the earnings
sideY. FY15 guidanceremainedunchangedand now looks very
conservative We see upsiderisk to FY15 FCFBBGestimates and
expectat least a 7% dividendyield in interim payoutin 4Q15.

Ay

5 . 4
J.P.MorganAugust 2015

S — - g ey — - - - -

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

Share price performance since January 2014

35,00 A

25,00 ¥

15,00 -

5,00 T T T T T T T T T
oW \» O - \»

PN PN PN I\ N N AN
RCRO S SR R SR SR, S
Q Q Q Q N Q Q Q
N N N\ N A I U N

M ¢ MecaFon [ 8 mrs &= VimpelCom B MSCI Russia

MEGAFON

AboutMegaFon
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Appendix




Russiartelecommunicationsnarketpreserves attractiveness despite turbulent
macroeconomic environment ‘a

Competitive telecom market dynamics MegaFon track record of gaining market share ;
A 3nationwide mobileperators Russian mobile subscribers market share g
A Predominantly prepaid market, limited handset subsidies (Subscribersin millions) e mmmm—m e
A Relativelyhigh OIBDA margin (compared to developed markets) 219 228 230 237 240 238 oap U 1p /1 5’\‘ :
on the back ofelatively benign competition and regulatory 1015
framework

31,3% 31,1%

0,
m 82.8% 35706 30,9% bo305  3L0% Y
\ y 0 . pp

Benign regulatory framework — o
oot £

. L ) o MEGAFON 23,7% R 2l% 5 26.0% 29 5% +0-3pp =

A Mobile termination rates;oaming rates, and last mile fiber _ e 28.8% | 29.2% ’ =
access are notegulated? Svimpelcom 25.8%  251% 243%  239%  238% T 2349 30 0 I

[

. I . . oth ! } S

A Mobile number portabilitymplemented relatively late in terms thers17,8% 17.1% 17,6%  181% Toov | 162% 15,8% 0.4 pp 5
of ma_rk_et develqpmelé?c). In 2(_)14,MegaFonNasthe main _ 2010 2011 2012 2013 2014 | 1015 2015 L‘;
beneficiary of this process with 35% of total numbers portedin. e &

[}

L : ©

A Local loop unbundling is not implemented Big 3 mobile revenues 2Q 2015 Big 3 data revenues 2Q 2015 g
O

Russian market fundamentals

EastCentral S40%
: astCentra )

GDRCAGRO0142016E reathangep.a. -15% 29% 1.8%

Private consumptiofCAGR 2012016E
realchange.a.)

28,4% 21,8%

38,8%,

-2.9% 24% 1.6%
+0.3 p.p.

X
=]
=
©
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o
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SourceEIU (as of March, 2015)

Note: B MEGAFON N m &= Vimpelcom [ QoQhange in Big 3 share
(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




Network infrastructure development G

ZG;%W;I;(] A In 2014 MegaFonremained focused on increasingthe quality of

connectionsBythe yearend,the keyindicatoramproved

AboutMegaFon

A Theimprovemenin quality of serviceswas achieveddue to further roll-

Number of base out andmodernisatiof 4GBGL2Gnetworksin Russia

stations

(@ 4G base stations + 84% @y
3G base stations + 15%qry

2G base stations + 8% -qry

2013 2014
I 2G BS, units Wl 3G BS, units Wl 4G BS, units

Length of fiberoptic communication lines7% y-o-y
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Growth .
: 7.4% (backbone infrastructure)
121 102
A In 2014 MegaForaunchedhe Globalnetworkoperationatenter(GNOC)
_B?Ckbone to improve network quality through centralizationof operationaland
Infrastructure maintenancectivitiesin onecenter
A The GNOQastwo sites in Saint Petersburg(NOC S a oapd Sé&émara .
013 2014 (NOC A] egchoftilemresponsibldor 4 branches g
Backbone Shareof BS interconnected &
= cocw km O viaFocL, %
Note: MEGAFON

(1) FOCI¢ fiberoptic communication lines
(2) OSSt Operation support system




AG development in Q2 20B50cus on quality =

4G/LTEnetwork development

A Numberof 4G base stations increasedby 9% y-o-y in 1H
2015

A 4Gavailability
¢ 74federalregions

(¢ 530citiesandtowns
€ 14 out of 15citieswith a populatio? overl min people
AG/LTEservices

A LTEAdvanced services providing speeds of 150300
Mbit/secareavailablen 5 cities

A 4G-enableddevicesregisteredon MegaFometwork - 6.5

[ Federal districts covered by MegaFon 4G / LTE network millionunits (+420/0 y-o-y)

@ cCities where LTRdvanced available

A 4Gtraffic usageincreasedy 3%%y-0-y
Availability of MegaFon4G services A Shareof 4Gtrafficin total datatraffic ¢ 40%
LTEroaming

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

A n @ 2015 LTEroamingcoverageextendedo 52 countries
Q2 2014 Q32014 Q4 2014 Q1 2015 Q2 2015 with 54 operators

mm Krj _boplcpOrppf ~Upp o bgfohdfpppulbtiorecbverbab
MegaFoG is available

10 Note: MEGAFON

(1)  « Russian population as of the latest census in Oc@Ey

AboutMegaFon
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Strong position in distribution in 1H 2015 =

Structure of MegaFondistribution network Key points

AboutMegaFon

Controlled retail 69% gross additions* A Throughits controlled and noncqntrolleq_rets_lil
network, MegaFonholds the leading position in

distributionin Russia

Gb MEera®@oH fa MEra@oH EBPOCETDH A The current structure of the distribution network

enablesMegaForto steadilyincreaseits subscriber

Mera®@oH Putein anddata userbaseandimprovethe quality of gross

MegaForRetail,  Franchised stores under Euroset additions
incl. online store MegaForbrand (50% interest) A New dealer agreementwith Svyaznoyeffective 1
April 2015is basedon a revenuesharingprinciple
2,066 stores ~ 2,000 stores ~ 4,000 stores and providesMegaForwith accessto an attractive

baseof potentialsubscribers
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A In 1H 2015 | a c ] B koptmlied retail network

Non-controlled retail 31% gross additions* maintaineda positive gross margin, despite the
downwardtrend in perdevicemargindueto shift to

cheaperand more affordable models amid weaker

Independent dealers: CBSISHOM consumepurchasingower
. . — A In @ 2015 sales of smartphonesand tablets in
Multl-.brand electronic stores Federal retail chain MegaForRetailincreasedy 4% y-o-y, and shareof
Russian Post outlets (dealer agreement) 4Gdevicegrewto 8% of total sales(+3 p.p. y-0-y) x
Local dealers 2
Other ~ 3,000 stores .
MEGAFON

Note: (*) for the quarter, as of end of Q2 2015




Demonstrating strong operating and financial performand@

\ Operating resultsprovided on this page cover only the Russidmisiness Financial results are presented on a consolidated basis } é
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, g
Total Russia wireless subscribers, MM Growth Consolidated Revenue breakdown, RUB Bn %
Lower 3
5.0% 2
68,0 714 207,2 _314’8 s 150.1 )

2723 — 5 23,1 : i

I |3 3

626 68,1 69,7
] i

2012 2013 2014 1H 2014 1H 2015 2012 2013 2014 ' 1H 2014 1H 2015
Il Dataservice user basé”) [l User base not using data servic® Il Wireless services Wireline services I Equipment & Accessories
DataARPUARPD®) and DS Growth Consolidated OIBDA and OIBDA margin Lower
27.1% 3123 0.1%
2603 2 458 1171 132,6 138,5

44,6%
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2012 2013 2014 : 1H 2014 1H 2015 2012 2013 2014 1H 2014 1H 2015
Il Data ARPU, RUB per month I DSU, MB/month =0~ % of Revenue
. . Lower
Blended ARF®andblendedMOW) Consolidated Capex a@dpexmargin , 5.1%
344 344 334 565 5 21,7
c . , 20,6
16,6% 15,9% i
I e
: @
2012 2013 2014 ! 1H 2014 1H 2015 <&
Il ARPU, RUB per month Il MOU, minutes per month =0= % of Revenue

Note: Due to rounding, manual calculations for financials and KPIs may differ from thdsplayed
(1) @ DataService User is defined as a Subscriber who has used any of our data transfer services within the preceding three months

(2) @ Active subscribers that do not comply with the definition of Data Service User Base
(3) @ Totalwireless services revenues (including interconnection and roaming charges but excluding connection revenues) for a gived giigiiled by average number of wireless subscribers, divided by number of monthsin such period M E GA F o N
(4) @ Thetotal number of minutes charged per the tariff plan of a subscribduringa given perioddivided bythe average number of all voice, VAS and data subscribers during spehiod, divided bythe number of months in sucperiod

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




MegaForStrategy =

Goal Priority

AboutMegaFon

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
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Key highlightsresilient OIBDA margin

@

Lower Lower
0.7% ¢ 0.9%
76,7 81,1 82,2 740 76,1 1515 150,1
Revenue
Q2 2014 Q32014 Q4 2014 Q1 2015 Q2 2015 1H 2014 1H 2015
Growth Lower
1.3% s 0.1%
34,3 37,3 345 32,0 34,7 66,8 66,7
OIBDA 46,0% 43,2% 45,6%
° A ° O
Q2 2014 Q32014 Q4 2014 Q1 2015 Q2 2015 1H 2014 1H 2015
Lower Lower
6.4% $ 3.4%
139 12,8 13,0 21,1 20,4
Net profit® 13,9% 13,6%

Q22014 Q32014 Q42014 Q12015 Q2 2015 1H 2014 1H 2015

[ Quarterly data RUBBn I Half-year data RUBBNn =0~ % of Revenue

Note: Due to rounding, manual calculations for financials KRdi$? may differ from thoselisplayed
(1) @ Net profit attributable to equity holders of th&€ompany
(2) @ Key performancé k af >~ qU& p p %UHMF p

RevenueOIBDAand Net profit

A InQ@ 2015 total revenuedeclinedoy 0.7%y-
0-y dueto the decreasen salesof equipment
andaccessorie$-19.6% y-0-y), while service
revenuéancreasedy0.6%y-0-y

A OIBDANcreasedy 1.3% y-0-y mainlydueto
a decreasadn the total cost of revenuesand
lower generaland administrativecosts As a
result, OIBDAmarginstrengthenedby 0.9%
p.p. andreached}5.6%

A Net profit) decreasedby 6.4% y-o-y. Net
profitin @ 2014benefitedfrom a significant
onetime FX gain resulting from the ruble
revaluation with respect to the deferred
considerationdue under the Scartel and
Euroset transactions,which were repaid in
2014

MEGAFON

AboutMegaFon

ial Highlights
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Key highlightsFreeCashFlow and CAPEX

@

Lower Lower
6.%% 5.1%
20,5 21,7 20,6
CAPEX
14,4% 13,7%
(] (]
Q22014 Q32014 Q4 2014 Q1 2015 Q2 2015 1H 2014 1H 2015
Growth Growth
6.2% 2.3%
46,1
23,0 23,9 451 )
20,9 22,2
OIBDACAPEX

Q22014 Q32014 Q42014 Q12015 Q22015 1H 2014 1H 2015
Growth Growth
35.3% 11.%%6
25,5 279 31,1

Free Cash Flow 20,7%

Q22014

Q32014 Q42014 Q12015 Q22015

1H 2014

1H 2015

[ Quarterly data RUBBN B Half-year datg RUBBN =0= % of Revenue

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

CAPEX, OIBDACAPEXFree CastHow

A In @ 2015 MegaForinvestedRUB125 Bn,
whichis 6.4% lower than in Q2 2014 Our
CAPEX
¢ representsl65% of ourrevenue

¢ IS in line with our CAPEXrationalization
efforts

¢ Isfocusedn:

A improvemenbf networkquality
A increaseof customermatatraffic capacity
A creationof unifiedbillingsystem

A Dueto the higher OIBDAand lower capex
spending,OIBDACAPEXncreasedby 6.2%

y-0-y

A Free CashFlow increasedby 35.3% y-0-y
mostly due to significantimprovementin
cashflow fromoperatingactivities

MEGAFON

AboutMegaFon
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Key revenue components (]

MOb”e data. revenue remains the key revenue grOWth drlver Wu‘e'essrevenuencreasecbyo80/0y_o_y main|ydriven '-;:7
Lower byincreasdn mobilesubscribebaseanddatarevenue, s
0.7% whichoffset the effectsof intensifiedpricecompetition, 3
811 82.2 discontinued targeting of seasonal workers, and =
Hagggets 76.6 79 76.1 continuedmigrationof subscribergo bundledariffs
accessories . 19.6% . . .

Wireline 20 4.0 1.2% ’ A Mobiledata continuedto be the key growth driver

_ andrepresented25.6% of total revenuein @2 2015

vs. 21.1% in @2 2014 increasindy 20.3% y-o-y due
to 4
2
Other wireless 6 expansionof data user base by 84% y-o-y to =
revenue 283 millionusers =
—  0.8% . ] ) El
¢ higher data usage resulting from active &
marketingefforts, attractive tariff offeringsand ;;
intensivedGnetworkdevelopment o
20.3% . . . <
bata ’ ¢ higher adoption of data-enabled devices The g
. o
55014 39014 2014 5015 55015 - share of data-enabled device® on MegaFon O

Q Q Q Q Q networkis nowat 4%
Wireless services  86.5% 86.0% 83.6% 86.7% 87.8% Wirelineservicerevenuesslightly decreasedy 1.2%y-
o-y dueto our ceasingto providelowermargintraffic
- Data 21.1% 21.4% 21.3% 24.1% 25.6% transmissiorto B2Oclients

Wireline services 7.0% 6.4% 7.1% 7.4% 7.0% Salesof handsetsandaccessorieslecreasedy 19.6%
Handsets and y-0-y as a result of reduced consumerpurchasing x
accessories 6.5% 7.6% 8.7% 5.9% 5:2% power whichcauseda shift to lowerenddevices g
Q
<

Due to rounding, manual calculations for financials and KPIs may differ from those displayed
Note:
(1)@ Other wireless revenumcludes revenues frodAS services; revenue from losaibscribers which includes monthly fees, airtime revenues, own subscriber roaming and connection fees; wireless interconnecti

revenues; roaming charges to other wireless operators and other wireless revenues M
(2)@ Include smartphones, tablets, dongles and routers, and other databled devices EGAFON




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

(MM) Total Russiawireless subscribersincluding

Growth
68,0 69,1

5.0% data serviceusers
Q2 2014 Q32014 Q4 2014 Q12015 Q2 2015

AboutMegaFon

A Overallsubscribeibasein Russiaincreasecby 34
Gl million new subscribers(+5.0% y-o-y) to 714

71,4 millionresultingfrom

69,7 69,5

- active subscriberacquisitionmarketingefforts

andnewmarketingcampaign

28,3 - . . .
- upgradeof existingtariffs and introductionof

newservices
- attractivetariff offerings

- new dealer contract with Svyazng, which
providesaccesgo anattractivecustomerbase

- customerorientedbusinessapproach

- In@ 2015 MegaForattainedthe highestnet
promoterscoreamongBig3in Russi&®)
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A Dataserviceuserbaseexpandedy 8.4% y-o-y to
BN Data service user bade EEm User base not using data servite 283 million users accountingfor almost 40% of
the overallsubscribebase

Share of data users in overall subscriber base, % A Increasen dataserviceuserswas achievediueto
38.4% 38.8% 39.7% 39.3% 39.7% organic growth through initiatives aimed at
promotingshiftof | qvoiaeusersto datausage

andincreasedenetrationof data-enableddevices

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

(1)@ Data Service User is defined as a Subscriber who has used any of our data transfer services within the preceding tigee mon 9

(2)@ Mobilesubscribers that do not fall within the definition of Data Service Uase

(3)3 Accordingo the research conducteid Q2 2015y the independent agendpsos MEGAFON
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Drivers of Russia total wireless servicesvenues:  requis provided on this page coter
DSUandAPPMb ' only the Russian business i eb

Data revenue operating statistics L
DSW& APPME peraing ¢
Growth Growth A Strong increaseof DSU(+26.6% y-0-y) in Q2 E
26.6 % 27.1% 2015resultedfrom <
2959 3188 3074 3123 ¢ intensiveroll-out of the 4G/LTEnetwork

¢ upgradeoftariffs andtariff options

¢ active marketing initiatives aimed at
stimulation of higher mobile data usage

andadoptionof data-enableddevices g

Q2 2014 Q32014 Q4 2014 Q12015 Q2 2015 1H 2014 1H 2015 =

¢ continuedincreasein 4G-enableddevices 2

[ DSU, Mb/month Q= APPMbLRUB registeredon MegaFonnetwork reaching o

6.5 million §

DATA ARPU (AR P@)J ¢ growingshareof data-enableddeviceson g
MegaFometworkin Q2 2015+7 p.p. y-0-y 2

RUEper O Growth to 490% 2
month 11.86 7.8% ' S

A APPMB in @ 2015 decreased by 0.01
RUB/MB/monthy-o-y largely because of

222
204 213 210 216 206
stimulation of subscribershift to data packs
and bundledtariffs with highamountof data
available

Q22014 Q32014 Q42014 Q12015 Q22015 1H 2014 1H 2015 A ARPDUN @ 2015increasecby 11.8% y-o0-y

due to faster organicgrowth in data traffic

usage on the back of increasingshare of
h ] rdatepackofferings

228

 Quarterlydata Il Halfyear data

=
=]
c
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Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed
(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; _ o . . MEGAFON
(2) @ ARPDU for a given period divided by DSU in such period,;
(3) @ Total data revenues in a given period divided by average number of data service subscribers during such period, divitza dymanths in suclperiod




Key factors influencing OIBDA margin

@

Growth
1.3%

Key components
|

Key drivers of OIBDA margin
A In @ 2015 OIBDAincreasedby 1.3% y-o-y, while

r ) OIBDAmargin strengthenedby 0.9 p.p. y-o-y to

OIBDA Grossprofit margin S&M margin G&A margin
margin 44.7% 0.9p.p. 0.6p.p z 0.6p.p. 45.6% 0.9 p.p.
(%) [ : \ .
34,3 0,8 0,6 34,7
— I — |
OIBDA (\AN'E-U)'de (\N“'e-O)"dY
(RUBBN) -
0.5% i
A
[ |
-0.®%0 -4.2% 10.86 -3.00
OIBDA Revenue Cost of revenue Sales & General & OIBDA
Q2 2014 Marketing Administrative Q2 2015
y-0-y growth

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

45.6% dueto the followingfactors

Grossprofit margingrew by 0.9 p.p. to 753%
largely due to the reduced total costs of
revenues

Sales& marketingexpensesncreasedy 10.6%
y-0-y mainly due to higherdealercommissions
resulting from accountingaccruals related to
shift to 12-month revenuesharingwith dealers
andincreaseddvertisingexpensegelatingto a
newcompanypositioningcampaign

General& administrativeexpensesdeclinedby
3.0% dueto strict operational efficiencycontrol,
lowerlaborcosts,decreasedetworkrollout and
modernizationcosts as a result of the GNOC
launch

MEGAFON

AboutMegaFon
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Net debtand liquidity (&

5
. L
Net Debt Buileup As of 31 De2014 As of 30 Jurz015 Change A Leveragelmprovementand debt Prepayment ag;’
onthe backof strongcashgeneration 2
Cash and cash equivalents 22.2 62.0 39.8 S
<
Shortterm invesiments 479 149 (33.0) - Net debt/LTMOIBDAat 0.82 level at the
endof 22015
Total debt 206.3 190.5 (15.8) _
Longterm debt 1576 1435 (14.1) - Onl9May2015 the Companyully prepaid
RUB15bnBG04bondsat parvalue
Shortterm debt 50.2 48.3 (1.9)
o A Liquidity structure is adjusted to the risky
Deferred financial cost (1.6) (1.3) (0.3) . . . .
operationalenvironmentnd providescushion
sl 136.2 —— (22.6) forimmediateandshorttermneeds 2
s
S _ - Mostofthe liquiditykeptin hardcurrencies S
Net debtV and Net debf. TM OIBDA Liquidity® split by currency to mitigateFXrisks i
&
RUEBN/ (x) Lower - SufficientRUBIiquidity to pay dividendsn g
0.08x August g
1,04x 0,98x 0,94% &

A Building up momentumfor future network
development

- MegaFon signed a Finnveracovered
Financing Facility with Unicredit Bank
Austria in the amount of EUR 150 mn,

Q22014 Q32014 Q4 2014 Q12015 Q2 2015 whichwill be usedto financepurchasesf
®RUB mUSD ®HKD the network equipment, software and 5
B Netdebt =Qm NetdebtLTM OIBDA services from Nokia Solutions and g
Networks =

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 debt issuth(itectests cash equivalents, and principal amount of

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




Debt profile ()

Debtportfolio structure

By instrument By maturity A We maintain a balanced debt portfolio

"o of toral structure and currencymix, allowing us to
0 . . . .
minimizeembeddedisks

AboutMegaFon

Predominanportion of the portfoliois in

”8’ RUBallowingusto mitigateFXrisks
N
E% A Noshorttermrefinancingisk 4
& Major part of ? k i | ] debt#ecomes [
duewithin3Ytenoror later =
g
£
&
E
2% g
=t 26% g
S O
N
=
> 58%
S 14% ¥

/
/
/
/

W Bank Loans m RUB W 1 Year 2 Years

B Equipment Financing B USDSwappet? M 3 Years M 4 Years ;é

M Bonds B USD 5 Years and Longer :&
= EUR

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 @

AboutMegaFon

Revenue growth Flat y-0-y + Reiterate

OIBDAnargin " 40% +/ Reiterate
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MegaForemploys the bestn-" i *ppp @ oml o~ qgbp M

Business Conduct and Ethics further streamlining the  corporate
governanceproceduresn the Company

A Followingthe listing reformon the MoscowExchangein June 2014 the
@! j m~ gharéswere upgradedto the U E f d eqbomtipllist 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

o
g
Corporate governance Board ofDirectors composition S
____________________________________ 1 E
A Existing MegaFon Corporate Governancestructure complies with all : | : ! 4
requirementsof the Londonand Moscowstock exchangesvhereMegaFon Nominated by USM | Nom_lnated by Ind_ependent ! §
trades : Teliasonera directors !
A Boardof Directorselectedin June-2015consistsof 7 members | '
: = !
€ 4 Board membersrepresent interests of minority shareholders 2 ! |
TeliaSoneraepresentativesand 2 INEDs ! - |
! |
S i i hol M ! i 0
¢ 3representativesof controllingshareholders SergeySoldatenkov | Carl Peter Christiar_uiga Jan Rudberg ! %
A Three Committees of the Board of Directors have been set up for Chairman of the Board | : =}
improvingcorporategovernancestandards | ! I
! 1 .S
€ AuditCommittee | : =
€ Remuneratiorand HRDevelopmenCommittee | / ! =
1 ) | =
> 1 A i\ . | ]
€ Financeand Strategy Committee = ! Abéy e ‘ i 2
A On12 Nov2013 J b d * C Bdard gf Directors approvedthe Codeof Vladimir Streshinsky | Ingrid MariaStenmark Lord Myners ! g_
! 1 [S]
. - 1 1 O
! |
! i
! |

- This upgrade confirms MegaFon compliance with J L B U highest
corporatestandards
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Yi bap _vp~rpj*k~dbj bk qexperiencept f q@ p

Executive Bodies

Ivan Tavrin, Chief Executive Officer EvgenyChermashentsev,Chief Operating Officer
0 ChiefExecutive Officer dflegaForsince April 2012 0 Appointed Chief Operating Officer (Executive Director) of
6 Extensive experience in the Russian media industry, MegaForin July 2015
pioneeringits developmentoverthe past 16 years,including 0 PreviouslyDeputyCECor Infrastructureof MegaFon
Regional Media Group, Media One Holding, Vyberi Radio o JoinedMegaForin 2012
GroupandT\-3 . L . . -
~ . ) ) ) 0 Before joining MegaFonheld various senior positions at
o] B_oa_rd positions out_s[dMegaFonpcludeMOTVHoI_dlr_lgs mediaandbroadcastingcompanies "
Limited, UTH Russiaimited, MediaOneHoldings Limited c20vearsof TMTexoerien £
andCJSKommersantPublishing House. <0y experience =,
g
s
Konstantin Likhodedov, Director, Consumer Business Gevork VermishyanChief Financial Officer E
0 Director for Consumer Business since September 2015 6 CFO sincdul 2011 E
0 Previously Director of the Moscawanch ofMegaFon 0 Previously Director of Corporate Finance at AFK Sistema g
6 JoinedMegaForin 2012 0 13years of finance 8 years of TMT experience §

Dmitry Kononov, Director, Investors Relations and M&A Alexander Bashmakov,Chief Technical Officer

0 Director for Business Development, M&A, IR sibme 2008 0 CTO since August 2015

6 Joined MegaFon in 2000. Served as @& j m” ®QFOUhp p 0 Previously Chief Strategy and Procurement Officer of
20022004 MegaFon

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

IT (Accenture and BCG)
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