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Certain statements and/or other information included in this document may not be historical facts and may constitute “forward looking

statements” within the meaning of Section 27A of the U.S. Securities Act of 1933 and Section 2(1)(e) of the U.S. Securities Exchange Act

of 1934, as amended. The words “believe”, “expect”, “anticipate”, “intend”, “estimate”, “plans”, “forecast”, “project”, “will”, “may”,

“should” and similar expressions may identify forward looking statements but are not the exclusive means of identifying such

statements. Forward looking statements include statements concerning our plans, expectations, projections, objectives, targets, goals,

strategies, future events, future revenues, operations or performance, capital expenditures, financing needs, our plans or intentions

relating to the expansion or contraction of our business as well as specific acquisitions and dispositions, our competitive strengths and

weaknesses, the risks we face in our business and our response to them, our plans or goals relating to forecasted production, reserves,

financial position and future operations and development, our business strategy and the trends we anticipate in the industry and the

political, economic, social and legal environment in which we operate, and other information that is not historical information, together

with the assumptions underlying these forward looking statements. By their very nature, forward looking statements involve inherent

risks, uncertainties and other important factors that could cause our actual results, performance or achievements to be materially

different from results, performance or achievements expressed or implied by such forward-looking statements. Such forward-looking

statements are based on numerous assumptions regarding our present and future business strategies and the political, economic, social

and legal environment in which we will operate in the future. We do not make any representation, warranty or prediction that the results

anticipated by such forward-looking statements will be achieved, and such forward-looking statements represent, in each case, only

one of many possible scenarios and should not be viewed as the most likely or standard scenario. We expressly disclaim any obligation

or undertaking to update any forward-looking statements to reflect actual results, changes in assumptions or in any other factors

affecting such statements.

Disclaimer
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1

Key Highlights 
of Q1 2015
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MegaFon reports financial results highlighting strong profitability

F
in

an
ci

al
 a

n
d 

O
pe

ra
ti

ng
 R

es
u

lt
s

O
ut

lo
ok

 f
or

 2
01

5
C

o
rp

or
at

e 
an

d 
F

in
an

ci
al

 H
ig

hl
ig

ht
s

Definite 4G/LTE leadership in Russia

• In February, MegaFon and Ericsson achieved a maximum speed of 450 Mbit/s

in the course of LTE-Advanced trials using a combination of three bands of

LTE spectrum of 20 MHz each

• In March, MegaFon started test exploitation in Rostov-on-Don of a LTE-

Advanced network with a speed of up to 300 Mbit/s

• MegaFon signed a 7-year contract with Nokia Systems & Networks to

develop a 4G/LTE network based on the Single Radio Access Network

technology

Recommendation of dividends for 2014

• On 28 April 2015, based on the results for 2014, MegaFon Board of Directors

recommended payment of dividends in the amount of RUB 10 Bn, equivalent

to RUB 16.13 per ordinary share (or GDR), subject to approval by the Annual

General Meeting of Shareholders on 30 June 2015

• The Board of Directors also agreed to include in the agenda of its meeting

scheduled for 28 October 2015 an item on recommendation to an

extraordinary general meeting of shareholders to distribute additional

dividends in 2015, so that the total amount of dividends distributed in 2015 is

at least RUB 40 Bn, or RUB 64.52 per ordinary share (or GDR), taking into

account the Company’s Dividend Policy

Key corporate events in Q1 2015

Strategic partnership between MegaFon and QIWI

• MegaFon and QIWI, a leading provider of payment services, announced the

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

electronic payments utilizing the combined business expertise of both

companies. A unique co-branded product Visa QIWI Wallet is the first product

being developed

Stable performance in Q1 2015 despite macroeconomic uncertainties

• Total subscriber base increased by 2.3 million y-o-y to reach 72 million

• Consolidated revenue decreased by 1.2% y-o-y, because revenues in Q1 2014

were elevated on one-off basis as a result of the Winter Olympics

• Data revenue increased by 10.4% y-o-y

• OIBDA margin declined slightly by 0.2 p.p. to 43.2%

Superior customer satisfaction

• MegaFon customer satisfaction index in Q1 2015 was the highest among the

Big 3 mobile operators in Russia(1)

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

Agreement with Svyaznoy

• MegaFon signed a strategic partnership agreement with Svyaznoy, a

national chain of mobile telecom retail outlets, for wider distribution of

MegaFon services and products, including free top-up services for its

subscribers, and implementation of various joint e-commerce projects
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Key points

• Consolidated revenue declined by 1.2% y-o-y mainly due to
one-off effect in Q1 2014 of the 2014 Winter Olympics, as
well as weaker sales of equipment and accessories (-9.7%
y-o-y) resulting from erosion of consumer spending

• OIBDA decreased 1.7% mainly as a result of lower revenue
and higher foreign-currency denominated costs, while
OIBDA margin basically held up despite the decline in the
top-line, slightly decreasing by 0.2 p.p. to 43.2%

• Net profit increased by 2.4% y-o-y to reach RUB 7.4 Bn

• CAPEX amounted to RUB 8.1 Bn, which is 3.1% lower than
in Q1 2014

• Robust growth in MegaFon subscriber base (+2.3 million
subscribers, or +3.3% y-o-y) compared to Q1 2014,
achieved through active subscriber acquisition and
retention efforts

Consolidated 
Revenue (RUB Billion)

74.0
(down ▼ 1.2% y-o-y)

All financial figures provided in this presentation are presented on consolidated IFRS basis unless otherwise stated 
Note:
(1) — Profit attributable to equity holders of the Company.
(2) — Data includes subscribers of the Company in Russia and subscribers of its subsidiaries: “TT mobile” CJSC in the Republic of Tajikistan, “AQUAFON-GSM” CJSC in the Republic of Abkhazia and “OSTELEKOM” 
CJSC in the Republic of South Ossetia

32.0

43.2

7.4

(down ▼ 1.7% y-o-y)

(down ▼ 0.2 p.p. y-o-y)

(up ▲2.4 % y-o-y)

8.1
(down ▼3.1% y-o-y)

72.0
(up ▲3.3% y-o-y)

74.9

32.5

43.4

7.2

8.4

69.7

Q1 2014

Q1 2014

Q1 2014

Q1 2014

Q1 2015

Q1 2015

Q1 2015

Q1 2015

Q1 2015

Q1 2015

Consolidated 
OIBDA (RUB Billion)

OIBDA
Margin (%)

NET
Profit(1) (RUB Billion)

CAPEX (RUB Billion)

Mobile subscribers(2)

(Million, as of 31 March)

Q1 2014

Q1 2014

Q1 2015 key financial and operational highlights
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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

• 4G/LTE services are available in:

– 74 federal regions with 52%(1) of Russia’s population

– 2 regions added during this quarter

– 14 out of 15 cities in Russia with a population above 1 million

• LTE-Advanced services providing speeds of up to 150-300
Mbit/sec are available in 3 cities with testing being commenced
in Rostov-on-Don

74

4G services are 
available in 74 of 
Russia’s federal 

regions

• MegaFon is one of the world’s leaders in LTE-roaming coverage
in terms of countries covered

• In 1Q 2015, LTE-roaming coverage extended by 7 countries to 44
countries with 45 operators in total

44

LTE-roaming 
available in 44

countries

• 4G-enabled devices registered on MegaFon network - 6.4 million
units (+56% y-o-y)

• 4G traffic usage increased by 42% y-o-y

• Share of 4G traffic in total data traffic – at 39%

6.4

4G devices on 
network 

6.4 million

Cities where LTE-Advanced available
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2

Financial
and Operating 
Results

2



9 Note: Due to rounding, manual calculations for financials and KPIs(2) may differ from those displayed
(1) — Net profit attributable to equity holders of the Company
(2) — Key performance indicators (“KPIs”)

• Total revenue declined by 1.2% y-o-y mainly due to

the fact that the revenue in the comparable period in

2014 benefited from the one-off effect of the 2014

Winter Olympics, as well as weaker sales of

equipment and accessories

• OIBDA decreased by 1.7% y-o-y impacted by lower

revenue and gross margin, while OIBDA margin

declined by only 0.2 p.p. to 43.2% mainly because

sales and marketing expenses were lower as

compared to Q1 2014 when there was large-scale

Olympics-related advertising spending

• Net profit(1) increased by 2.4% y-o-y principally due to

higher interest income resulting from active

management of 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%



10

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. 

 In Q1 2015, MegaFon invested RUB 8.1 Bn, which

is 3.1% lower than in Q1 2014. Our CAPEX:

― represents c.11% of our revenue, and

― in line with our CAPEX rationalization efforts

 Despite 1.7% decline in OIBDA, OIBDA-CAPEX

decreased by only 1.0% y-o-y as a result of

lower CAPEX y-o-y

 Free Cash Flow decreased by 10.6% y-o-y

mostly due to lower cash flow from operating

activities as a result of 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) — 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) — Include smartphones, tablets, dongles and routers, and other data-enabled devices
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Wireless revenue decreased by 1.0% y-o-y mainly due to the
one-off effect of the Olympics in Q1 2014, continued
migration of subscribers to bundled tariffs, intensified price
competition, discontinued targeting of seasonal workers and
lower VAS revenue

• Mobile data continued to be the key growth driver and
represented 24.1% of total revenue in Q1 2015 vs. 21.6%
in Q1 2014, increasing by 10.4% y-o-y due to

― expansion of data user base by 5.1% y-o-y to 27.8
million users

― higher data usage resulting from active marketing
efforts and attractive tariff offerings, intensive 4G
network development and expansion of coverage,
and popularity of heavy data-consuming products

― higher adoption of data-enabled devices. The share
of data-enabled devices(2) on MegaFon network is
now at c.48%

Wireline service revenues increased by 3.9% y-o-y mainly
due to expansion of our B2B and B2G client base as well as
good performance of our carrier service under the DREAM
project

Sales of handsets and accessories decreased by 9.7% y-o-y
as a result of shift to lower-end devices amid weaker
consumer purchasing power

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 subscribers including
data service users

(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) — Data Service User is defined as a Subscriber who has used any of our data transfer services within the preceding three months 
(2) — Mobile subscribers that do not fall within the definition of Data Service User Base
(3) — According to the research conducted for Q1 2015 by independent agency Synovate Comcon
(4) — According to the research conducted in Q1 2015 by the independent agency Ipsos

• Overall subscriber base in Russia increased by 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-oriented business approach:

― In Q1 2015, MegaFon attained the highest

customer satisfaction index(3) and the highest

net promoter score among Big 3 in Russia(4)

• Data service user base expanded by 5.0% y-o-y to

27.3 million users accounting for more than 39% of

the overall subscriber base

• Increase in data service users was achieved due to

organic growth through initiatives aimed at

stimulating higher data usage, switch of “pure”

voice users to data usage, and increased

penetration of data-enabled devices on 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
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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 such period, divided by number of months in such 

period; 
(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, divided by number of months in such period

• Strong increase of DSU (+28.1% y-o-y) in Q1 2015

resulted from:

– intensive roll-out of the 4G/LTE network

– continued increase in 4G-enabled devices

registered on MegaFon network to 6.4 million

– active marketing initiatives aimed at stimulation

of higher mobile data usage and adoption of data-

enabled devices

– growing share of data-enabled devices on

MegaFon network in Q1 2015 +8 p.p. y-o-y to

48.0%

• APPMb decreased by 0.01 RUB/Mb/month y-o-y

largely because of stimulation of subscriber shift to

data packs and bundled tariffs with high amount of

data available

• ARPDU increased by 4.3% y-o-y due to faster organic

growth in data traffic usage, partly offset by a

decreasing APPMb

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

F
in

an
ci

al
 a

n
d 

O
pe

ra
ti

ng
 R

es
u

lt
s

O
ut

lo
ok

 f
or

 2
01

5
C

o
rp

or
at

e 
an

d 
F

in
an

ci
al

 H
ig

hl
ig

ht
s

• In Q1 2015, OIBDA decreased by 1.7% y-o-y, while

OIBDA margin held up well, declining by only 0.2

p.p. y-o-y to 43.2% due to the following factors:

- Gross profit margin decreased by 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 & marketing expenses declined by 7.5%

y-o-y largely due to lower advertising

expenses in Q1 2015 (-17.8% y-o-y) as

compared to high cost of Olympics-related

marketing campaigns in Q1 2014

- 0.6% decrease in general & administrative

expenses resulted from strict operational

efficiency control, which was partly offset by

higher costs relating to network rollout and

modernisation

y-o-y growth

OIBDA 
margin

(%) ▼0.4 p.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)

• Sufficient liquidity and stable leverage

position, at the end of 1Q 2015:

- Net debt/LTM OIBDA at 0.94x level at

the end of Q1 2015

• Most of the liquidity kept in hard

currencies to mitigate FX risks

• On 22 April 2015 the Company decided

on early repayment exchange bonds

series BO-04 at 19 May 2015

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
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46%

36%

18%

47%

36%

17%

31
-D

ec
-2

01
4

Debt portfolio 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

• We maintain a balanced debt portfolio

structure and currency mix, allowing us to

minimize FX exposure

− Insignificant expansion USD component of

debt portfolio connected with new ECA-

financing for realisation of CAPEX program

− More than 60% of total debt is in RUB,

while another 14% covered in cross-

currency hedging arrangements

• More than 50% of Company’s debt becomes

due within 3Y tenor or 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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31
-M

ar
-2

01
5

62%15%

21%
2%

24%

20%

12%

24%

20%

26%

18%

21%

14%

21%

61%14%

23%

2%
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3

Outlook for 2015
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Flat y-o-y  

≥40%

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



Questions 
and Answers 
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Contact Information
MegaFon Investor Relations
30 Kadashevskaya embankment
Moscow, 115035, Russia
Tel.:     +7 495 926 2012
Email: IR@megafon.ru
Web:   ir.megafon.com


