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Certainstatementsand/orother informationincludedin this documentmaynot behistoricalfacts andmayconstitute“forwardlooking

statements”withinthe meaningof Section27A of the U.S. SecuritiesAct of 1933andSection2(1)(e)of the U.S. SecuritiesExchangeAct

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

“should”and similar expressionsmay identify forward looking statements but are not the exclusivemeansof identifyingsuch

statements. Forwardlookingstatementsincludestatementsconcerningourplans,expectations,projections,objectives,targets,goals,

strategies,future events,future revenues,operationsor performance,capital expenditures,financingneeds,our plans or intentions

relatingto the expansionor contractionof ourbusinessaswell asspecificacquisitionsanddispositions,ourcompetitivestrengthsand

weaknesses,the riskswe facein ourbusinessandourresponseto them,ourplansor goalsrelatingto forecastedproduction,reserves,

financialpositionandfuture operationsanddevelopment,our businessstrategyandthe trendswe anticipatein the industryandthe

political,economic,socialandlegalenvironmentin whichwe operate,andother informationthat is not historicalinformation,together

with the assumptionsunderlyingtheseforwardlookingstatements. By their verynature,forwardlookingstatementsinvolveinherent

risks, uncertaintiesand other important factors that could causeour actual results, performanceor achievementsto be materially

differentfrom results,performanceor achievementsexpressedor impliedby suchforward-lookingstatements. Suchforward-looking

statementsarebasedonnumerousassumptionsregardingourpresentandfuturebusinessstrategiesandthe political,economic,social

andlegalenvironmentin whichwewill operatein the future. Wedonot makeanyrepresentation,warrantyorpredictionthat 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. Corporate and Financial Highlights

2. Financial and Operating Results

3. Outlook for 2014

Agenda
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Strong results despite increasing macroeconomic risks
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Corporate finance developments

Å OnJuly 9, 2014, MegaFoncompletedsettlement for the acquisitionof 50%
interestin EurosetusingtheCompany’streasuryshares,resultingin removal
of a$0.6 BnUS-dollarexposureandreductionof futureinterestexpense

Å StandardandPoor’saffirmedMegaFon’sratingat “BBB-“andupgradedthe
national currencyoutlook to “stable”,recognizingthe Company’srobust
marketpositionandcreditquality

Å In October,pursuantto a mandatoryput option,MegaFonre-purchasedat
par c. RUB8.25 billion of its Series05 ruble-denominatedbonds,out of the
total issueof RUB10billionplacedin2012

All financial figures provided in this presentation are presented on consolidated IFRS basis unless otherwise stated.
Notes: (1) — Year over year (“y-o-y”) stands for the same periods in the current and previous year, either on an annual or on a quarterly basis. Quarter over quarter (“q-o-q”)  stands for the previous  quarter 

in the current or previous year 
(2) — According to the research conducted for Q3 2014 by independent agency Synovate Comcon
(3) — According to the Association for Client Loyalty and Client Focus, Russia              

Infrastructure development

Å MegaFonsuccessfullydeployed a comprehensiveFault Management
System,an importantmilestoneinMegaFon’sOperationSupportSystem
(OSS)project. This system allows us to localizeand resolveproblems
faster,thusimprovingthe overallservicequality

Å MegaFonsigneda 7-yearcontractwith Ericssonto purchaseequipment
and software for 2G/3G/4G network infrastructure construction and
modernization. The contract is basedon the Total Cost of Ownership
conceptand allows the Companyto optimizenetwork rollout costs and
reducemaintenanceexpenses

Healthy performance in Q3 2014 despite increasing macroeconomic risks

Å MegaFonadded3.2 mln subscribersy-o-y, increasingthe subscriberbaseto
71.5 MM

Å Total revenuegrewby4.5%y-o-y(1)

Å Mobiledatarevenueincreasedby37.4 %y-o-y

Å OIBDAmarginimprovedto 46.0%

Key corporate events in Q3 2014

Promotion of higher mobile data usage

Å InAugust,MegaFonlaunchedsalesof Login3, anupgradedversionof its 3G-
enabledtablet, at an attractive priceof RUB1,990. Over430K customized
tablets,includingLogin3, havebeensoldsincethebeginningof 2014

Å MegaFonstartedsalesof the newiPhone6 in its retail storesin September
2014

Continued focus on customer excellence and higher loyalty

Å In Q3 2014, MegaFonmaintainedits leadershipin customersatisfaction
amongthe Big-3 mobileoperatorsin Russia(2)andwas namedthe leader
inclient-orientedbusinessesamongdomestictelecomcompanies(3)

Å MegaFonsignificantly improvedthe quality of its telecommunication
servicesandexpandedcoverageacrossMoscowand the Moscowregion
through the constructionof new 4G/3G base stations and upgradeof
existingstations thus increasingthe total numberof stations by 20%
during9 months2014
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Key points

Å In Q3 2014, consolidatedrevenueincreasedby 4.5% y-o-y.
The increasewas mainly drivenby mobile data revenue,
whichgrewby 37.4% y-o-y andrepresented21.4% of the
total revenue

Å OIBDAincreasedby 5.3%, andOIBDAmarginimprovedby
0.4 p.p. y-o-y to 46.0%, mainly due to decreasedselling
expensesand lower generaland administrativeexpenses
aspercentageof revenue

Å Netprofit decreasedby16.5%y-o-y primarilydueto a non-
cash loss relating to the revaluation of our dollar-
denominatedliabilities,while operatingprofit increasedby
2.7%y-o-y

Å In Q3 2014, CAPEXamounted to RUB 14.3 Bn, which
representsa 31.4%y-o-y growth

Å Dueto activemarketingefforts andthe Scartelacquisition
in Q4 2013, MegaFon added 3.2 million subscribers
comparedto Q3 2013

Consolidated 
Revenue(RUB Billion)

81.1
(up 4.5% 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

37.3

46.0

12.8

(up 5.3% y-o-y)

(up 0.4 p.p. y-o-y)

(down 16.5 % y-o-y)

14.3
(up 31.4% y-o-y)

71.5
(up 4.7% y-o-y)

77.5

35.4

45.6

15.3

10.9

68.3

Q32013

Q3 2013

Q3 2013

Q3 2013

Q3 2014

Q32014

Q3 2014

Q3 2014

Q3 2014

Q3 2014

Consolidated 
OIBDA (RUB Billion)

OIBDA
Margin (%)

NET
Profit(1)(RUB Billion)

CAPEX (RUB Billion)

Mobile subscribers(2)

(Million, as of 30 September)

Q3 2013

Q3 2013

Q3 2014 key financial and operational highlights
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Focus on key drivers of data revenue growth (1/2)

Note: 
(1) — Include smartphones, tablets, dongles, routers, and other data-enabled devices

Å Shareof data-enableddevices(1) on
MegaFonnetwork reachedc.39%
asof Q3 2014

Å Shareof smartphonesand tablets
of all data-enableddevicessold in
MegaFon Retail increased from
67%inQ3 2013to 79%inQ3 2014

Å MegaFon sold more than 430K
customized tablets since the
beginningof 2014

– MegaFonlaunchedsales of 3G
affordable tablet Login 3 at
RUB1,990

430K

430K of 
customized 
tablets  sold 

YTD

39%
39% -

share of data-
enabled devices 

on MFON
network 

I. Growing number of data-enabled 
devices

3.1x

Sales of 4G 
devices sold 
via MFON 

Retail 
up 3.1x

Å Total numberof 4G data-enableddevicessold through
MegaFonRetailincreased3.1xy-o-y in9M2014

–The share of 4G devicesout of the total numberof
data-enableddevicessold grewby 11.7 p.p. to 23.0%,
out of whichMegaFoncustomizeddevicesrepresented
82%
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Å 5 popularbundledtariffs “All
included”,containingvarious
data packsfrom 0.5Gb/month
to 15GB/month,to meet all
customers’needs

5

5 popular 
bundled 
tariffs for 

smartphones

II. Promotion of special data plans 
for higher data usage 

Å MegaFonreducedthe price
for its “InternetXS”tariff
option by 50% in order to
stimulate switch of “pure”
voice users to data
consumption

50%

Price for 
“Internet XS” 
tariff option 
was cut 50%

– “InternetXS”gives70 Mb per day at 4G/3G
speed, which is sufficient for data usage
beginners,andcostsRUB7.0/day

Å 7 Internettariff optionsfor domesticusers,4 tariff
options for users travelling inside Russia and
abroad,and1 specialtariff optionfor children

12

12special
Internet tariff 

options  
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*

Novosibirsk

Samara Ufa

Kazan

Saint-Petersburg

Krasnoyarsk
Omsk

Perm

Ekaterinburg

Chelyabinsk

Moscow

III. Continued 4G / LTE development in Q3 2014 

Federal districts covered by MegaFon 4G / LTE network
Note: 
(1) — Russian population as of the latest census in October 2010

Volgograd

Nizhniy Novgorod

Rostov-on-Don

Å4Gservicesareavailablein:

–68federalregionswith 50.0%(1) ofRussia’spopulation

–19regionsaddedsincethe beginningof the year

–14 out of 15 citiesin Russiawith a populationof more
than1 million

Å2.6 million 4Gusersconsuming37.3% of total traffic in
Q3 2014

68

4G services are 
available in 68 of 
Russia’s federal 

regions

ÅLTE-roamingcoveragewas extendedto 15 countries,
including Singapore,Monaco, Austria, Belgium and
Taiwan

ÅWe expect to open LTE-roaming in more travel
destinationsby the endof 2014

15

LTE-roaming 
available in 15

countries

40%

Number of 
4G base stations 
increased by 40% 

YTD

Å In 9M 2014, MegaFon significantly improved
servicequalityinMoscowandMoscowregion

Å Total numberof 4G/3G base stations, including
newlybuilt andupgraded,increasedby 20% YTD,
while the numberof 4G stations grew by c.40%
YTD

Å Further expansionof 4G/3G coverage mainly in suburban
residentialareasallowedusto:

–significantlyimprovethe quality of communicationsservices
and achieve a considerable increase in average data
transmissionspeed

–increasenetworkcapacityin areaswith heavytraffic load to
reducebottlenecks

–providedataservicesto customerslivingin areaswith limited
accessto wirelineinternet

Focus on key drivers of data revenue growth (2/2)
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Developments in B2B segment
Overview

In 2012, MegaFonrestructuredits B2B and B2G (collectively“B2X”)servicesinto an operational
unit independentfrom the B2C segment and ceased treating mobile and wireline services
separatelywithinthis unit

Business focus

Å Highqualityserviceandcustomerexcellence

Å Customer-focusedapproach

Å Satisfactionof customerneedsthrough:

–Offeringa widerangeof servicesandproducts

–Providingall necessarynetworkinfrastructureandtechnicalsupport

Offering

Customer services

Å Morethan2,000representativeofficesin Russia

Å Renewed“Personalaccount”complyingwith best-in-classon-lineservicestandards

Å 24/7 FederalCenterfor CorporateClientServicedealingwith corporatewritten clientrequests

Å Widenetworkof call-centersacrossRussia

Å Servicecontrolat all corporateclientservicechannels

Products launched in 2014

Å “Virtualswitch”(VPLS)–technologyto builda corporatenetworkbetweendifferentsubsidiaries
andterritoriesbasedonIP/MPLSbackbonenetwork

Å “8-800-222”–toll-freetelephonenumbersstartingwith the prefix“8-800-222”

Å “On-line”videoconference–HD-qualityservicefor on-linevideoconferencesandwebinarswith
a set of easilyusabletools

Å “Resourceundercontrol”–uniqueserviceallowingto reporthousingandpublicutilities datavia
a dedicatedaccesspoint (APN)to the Automatedinformationandmeasurementsystemhosted
at MegaFon’sserver,accumulatethemandthentransmitto managementcompanies

Å “Virtualoffice”–IP-telephonyservicefor officeautomatictelephonestation

15.3%

B2X revenue 
increased by 
15.3% y-o-y 

8.8%

Number of 
clients grew by 

8.8% y-o-y

14.8%

Number of 
mobile users 

grew by 
14.8% y-o-y

New B2B & B2G clients

MegaFon was named the best communications services provider 
fkþqebþ?/Dþpbdjbkqþ^``loafkdþqlþÛDLPW>H>W-/-.1Ü

B2X strong performance in 9M 2014
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Pension 
Fund of 
the RF

Federal 
State 

Statistics 
Service

Prosecutor 
General’s 
Office of 
the RF

Russian 
Federal 

Treasury

EMERCOM 
of Russia

Ministry of 
Internal 

Affairs of 
the RF

St. Petersburg 
International 

Economic 
Forum

Note: 
(1) —Data revenue includes mobile data revenue, as well as broadband Internet revenue  

26.1%

Number of 
data user grew 
by 26.1% y-o-y

52.7%

B2X data 
revenue(1)grew 
by 52.7% y-o-y

68.8%

B2X mobile data 
revenue grew by 

68.8% y-o-y
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11 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”)

Å In Q3 2014, MegaFoncontinuedto demonstrate

healthytop-linegrowth

Å Total revenueincreasedby 4.5% y-o-y largelydue

to continued strong growth in mobile data

revenue,highsalesof equipmentandaccessories

andincreasedwirelinerevenue

Å OIBDAincreasedby5.3% y-o-y, andOIBDAmargin

improvedby 0.4 p.p. to 46.0% due to decreased

salesexpensesprimarilyresultingfroma balanced

approachto advertisingspendthroughoutthe year

andlowergeneralandadministrativeexpensesas

percentageof revenue

Å Net profit(1) decreasedby 16.5% y-o-y mainlydue

to non-cashFXlossrelatedto rubledepreciation

– Net profit net of FXloss and loss on financial

instrumentsincreasedby13.7%y-o-y

OIBDA

Net profit(1)

Revenue

Key highlights: stable revenue and OIBDA margin improvement

Revenue, OIBDA and Net profit
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Quarterly data, RUB Bn % of Revenue9-month data, RUB Bn

35.4
30.5 32.5 34.3

37.3

45.6%
38.3%

43.4% 44.7% 46.0%

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

15.3

10.1
7.2

13.9 12.8

19.8%
12.6%

9.7%
18.1% 15.8%

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

77.5 79.7 74.9 76.7 81.1

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Growth
4.5%

102.1 104.1

46.9% 44.7%

9M 2013 9M 2014

Growth
2.0%

217.5 232.6

9M 2013 9M 2014

Growth
ƶ 6.9%

Lower
16.5%

41.5
33.9

19.1% 14.6%

9M 2013 9M 2014

Lower
18.3%

Growth
5.3%
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Key highlights: stable Free Cash Flow generation despite CAPEX growth 

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 InQ3 2014, MegaFoninvestedRUB14.3 Bn(increase

of 31.4% y-o-y) in continued developmentand

modernizationof 4G/3G/2Gnetworksto improvethe

qualityof services

Á OIBDA-CAPEXdecreasedby 6.2% y-o-y due to

CAPEXincreaseinQ32014

Á Free CashFlow decreasedby 9.4% y-o-y largely

dueto highercapitalspending

CAPEX

OIBDA-CAPEX

Free Cash Flow

% of Revenue

CAPEX(1), OIBDA-CAPEX, Free Cash 
Flow
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Quarterly data, RUB Bn 9-month data, RUB Bn

10.9

23.9

8.4

13.4 14.3

14.0%
29.9%

11.2% 17.5% 17.6%

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Growth
31.4%

28.0

8.8
13.6 14.0

25.4

36.2%

11.1% 18.1% 18.3%
31.4%

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Lower
9.4%

24.5

6.7

24.1
20.9

23.0

31.6%

8.4%

32.2% 27.2%
28.4%

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Lower
6.2%

23.3

36.0

10.7% 15.5%

9M 2013 9M 2014

73.5

53.0

33.8%
22.8%

9M 2013 9M 2014

78.8
68.0

36.2%
29.3%

9M 2013 9M 2014

Growth
54.6%

Lower
13.6%

Lower
27.8%
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46.0 43.5

12.6 17.4

9.5
8.9

4.6
5.2

4.7
6.2

77.5

4.7

-2.5 -0.7

0.6 1.4 81.1

Revenue
Q3 2013

Data Voice VAS Wireline
services

Handsets and
accessories

Revenue
Q3 2014

Strong momentum in mobile data revenue continues

Key drivers of revenue growth
Wirelessrevenueincreasedby 2.3% y-o-y on the backof overall
subscriberbasegrowthof 4.7% y-o-y andstronggrowthin mobile
datarevenue

Å Mobiledata remainedthe key growth driverand represented
21.4% of total revenuein Q3 2014 vs. 16.3% in Q3 2013,
increasingby37.4%y-o-y dueto

ɢ continuousexpansionof total data userbase,whichgrew
by16.1%y-o-y to 27.4millionusers

ɢ active marketing efforts and attractive tariff offerings
stimulatinguseof our 4Gserviceson the backof intensive
network developmentand expansionof coverage,and
increasingpopularityof data-consumingproductsinRussia

ɢ stimulation of sales of data-enabled devices through
controlled retail channels. The share of data-enabled
devices(3) onMegaFonnetworkreachedc.39%

ɢ ScartelacquisitioninQ4 2013

Å Voice revenuedeclinedby 5.4% y-o-y due to discontinued
active targeting of seasonal guest workers, migration of
subscribersto bundledtariffs, andpricecompetition

Å VAS revenuedecreasedby 7.0% due to regulatory changes
introducing “adviceon charge”,peer-to-peer SMS traffic
decline,andsubscribers’shift to higherdatausage

Å Wirelineservicerevenuesincreasedby 12.1% y-o-y mainlydue
to expansionof ourB2BandB2Gclientbase

Å Salesof handsetsandaccessoriesgrewby 29.8% y-o-y driven
by sales of equipmentthrough the MegaFonretail network,
includingsalesof heavy-data-usageAppleproducts

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 roaming and connection fees; wireless interconnection revenues; roaming charges to other wireless 

operators and other wireless revenues
(2) — Whereas previously MegaFon broke out SMS and other Value Added Service (“VAS”) statistics separately, in order to be comparable with its peers, MegaFon will henceforth combine SMS and other VAS under the 

single heading “VAS”
(3) — Include smartphones, tablets, dongles and routers, and other data-enabled devices
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y-o-y growth

-5.4%+37.4% -7.0% +12.1% +29.8%

(2)

Growth
4.5%RUB Bn

(1)

Wireless revenue  +2.3%

Voice (1)

Data

VAS (2)

Wireline

Handsets 
and 

accessories
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Total Russia wireless subscribers 
including data service users

(MM)

23.2 25.2 26.0 26.1 26.8

66.3 68.1 67.6 68.0 69.1

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

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

Growth
16.0 %

Growth
4.2 %

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 Q3 2014 by independent agency Synovate Comcon
(4) —According to the Association for Client Loyalty and Client Focus, Russia 

Å Overall subscriberbase in Russiaincreasedby

4.2%y-o-y to 69.1 millionsubscribersonthe back

of activesubscriberacquisitionmarketingefforts,

attractive tariff offeringsand customer-oriented

businessapproach:

ɢ In Q3 2014, MegaFonretained the highest

customersatisfactionindexand the highest

net promoterscoreamongBig3 in Russia(3)

ɢ MegaFonwas named the leader in client-

oriented businessamongdomestictelecom

companies(4)

Å Dataserviceuserbasegrewby 16.0% y-o-y and

accountedfor c.39% of the overall subscriber

base

Å Increasein data serviceuserswas achieveddue

to organic growth through efforts aimed at

stimulation of higher data usage and sales of

data-enableddeviceson MegaFonnetwork, as

well asScartelacquisitionin Q4 2013

Å In 2014, MegaFondiscontinuedactive targeting

of seasonalguestworkers

Share of data users in overall subscriber base, %

34.9% 37.0% 38.4% 38.5% 38.9%
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Blended MOU (1) & Blended APPM (2)

349 346 324 340 337 

0.98 0.97 0.97 0.95
0.99

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Lower
3.4 %

Quarterly data 9-month data

Blended ARPU (3)

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed
(1) — Total number of minutes charged per the tariff plan of a subscriber (including both outgoing and incoming calls) in a given period divided by average number of subscribers in such period, divided by number of 

months in such period. The methodology for MOU calculation has been changed, as announced in the Q2 2014 Earnings release
(2) — ARPU for a given period divided by MOU in such period
(3) — Total wireless services revenues (including interconnection and roaming charges but excluding connection revenues) for a givenperiod divided by average number of wireless subscribers in such period, divided 

by number of months in such period
(4) — Subscribers who only use data services

343 337
313 322 334

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Lower
2.6 %

RUB per 
month

MOU, minutes per month APPM, RUB

Drivers of Russia total wireless services revenues: 
MOU and APPM

Results provided on this page cover 
only the Russian business
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Å BlendedMOUdecreasedby 3.4% y-o-y

largelydueto fastergrowthin the number

of “pure”(4) data users (includingScartel

users),and discontinuedactive targeting

of seasonalguestworkers

Å BlendedAPPMremainedstabley-o-y

Å Blended ARPUdeclined by 2.6% y-o-y

largely due to the increasein our “pure”

data serviceuser base,pricecompetition

in bundled tariffs and decreasein VAS

revenue

–At the same time, blended ARPU

demonstrated3.7% q-o-q growthdueto

seasonality and achieving focus on

higherqualitysubscriberbase

349 331 

0.95 0.97

9M 2013 9M 2014

330 320

9M 2013 9M 2014

Lower
5.2%

Lower
3.0%

Wireless revenue operating statistics
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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
4

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) — 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
(4) — DSU and APPMb attributable to subscribers excluding Scartel subscribers

Å The acquisition of Scartel in Q4 2013 has

affecteddynamicsin all data-related KPIsdue

to higherdatausagebyScartelsubscribers

Å DSUincreasedby87.9%y-o-y in Q3 2014onthe

back of unrivaledspectrumadvantage,active

stimulationof bundledofferings,intensiveroll-

out of the 4G/LTEnetwork,stimulationof higher

data usagein roamingthroughattractive tariff

options,andthe growingshareof data-enabled

devicesonMegaFonnetworkin Q3 2014

– In Q3 2014, organic(4) DSU demonstrated

healthygrowth of c.39% y-o-y on the back

of activedatausagestimulation

Å APPMb was stable q-o-q for the last four

quarters,but decreasedby0.05RUB/Mb/month

y-o-y largely due to the impact of Scartel

subscribersusing large volume data bundles.

Organic(4) APPMb decreased by 0.03

RUB/Mb/monthy-o-y

Å ARPDUincreasedby 17.7% y-o-y due to data

usagegrowth

181

201
207 204

213

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

1,346

2,342
2,489 2,428 2,529

0.13 0.09 0.08 0.08 0.08 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

Growth
87.9%

Growth
17.7%

DSU, Mb/month APPMb, RUB

RUB per 
month

Quarterly data 9-month data

1,324

2,482

0.13
0.08 

9M 2013 9M 2014

176

208

9M 2013 9M 2014

Growth
87.5%

Growth
18.2%

Data revenue operating statistics
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35.4

3.5

-1.9

0.4

-0.2

37.3

OIBDA
Q3 2013

Revenue Cost of revenue Sales &
Marketing

General &
Administrative

OIBDA
Q3 2014

2.9%

Gross profit margin

45.6% 46.0%

OIBDA 
(RUB Bn)

Key components

0.4p.p.

+9.5%+4.5% -9.0% +1.1%

Key factors influencing OIBDA margin
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Å Despitea weakermacroeconomicenvironmentin Q3

2014, OIBDAdemonstratedsolidgrowthof 5.3%y-o-y

whichalso resultedin OIBDAmarginimprovementby

0.4 p.p. to 46.0%dueto the followingfactors:

- Grossprofit margindecreasedby 1.2 p.p. (while

total grossprofit increasedby2.9%y-o-y)downto

73.4% largely due to growing share of lower

margin sales of handsets and accessoriesand

wireline servicesin total revenue,while services

gross margin remainedstable y-o-y despite the

adversemacroeconomicsituation

- Sales& marketingexpensesdeclinedby 9.0% y-

o-y mostly due to: (1) a morebalancedapproach

to advertising spend throughout the year

comparedto 2013; and (2) reductionof dealers

commissionsassociatedwith seasonalsubscribers

- General& administrativeexpensesincreasedby

1.1% y-o-y mainly associated with extensive

network roll-out, but saw a 0.8 p.p. decline as

percentageof revenuey-o-y growth

OIBDA 
margin
(%) 1.2 p.p. ƶ0.8 p.p 0.8 p.p.

S&M margin G&A margin

Key drivers of OIBDA margin
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Net debt(1) and Net debt/LTM OIBDA

Balance sheet As of 31 Dec 2013 As of 30 Sept 2014 Change

Cash and cash equivalents 9.9 23.4 13.5

Short-term investments 37.9 11.9 (26.0)

Total debt 151.0 175.5 24.5

Long-term debt 131.7 132.7 1.0

Short-term debt 20.5 43.7 23.2

Deferred financial cost (1.0) (0.9) 0.1

Net debt(1) 103.2 140.3 37.1

Shareholders’ equity(2) 138.3 155.7 17.4

Total assets 430.6 414.7 (15.9)

Å Sufficient liquidity and stable leverage

position,after FY2013dividenddistribution:

- RUB40BndividendspaidinJuly 2014(3)

- Net debt/LTMOIBDAat 1.04x level at the

endof Q3 2014

Å Standard& Poor’saffirmed the Company’s

rating at “BBB-”,recognizingstrong credit

quality and citing its robust position in

Russia’scompetitivetelecomsmarket

- Nationalcurrencyoutlook upgradedfrom

“Negative”to“Stable”

- Foreign currency rating outlook

maintained“Negative”as the Company’s

ratingreachedthe countryceiling

Consolidated balance sheet and leverage
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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) — Including non-controlling interests
(3) — Approximately RUR 1.6Bn of these dividends were paid to the Company’s wholly-owned subsidiary MegaFon (Investments) Cyprus Limited, which holds the Company’s treasury shares
(4) — National currency rating

90.8 103.2 91.4 
118.8 

140.3 

0.68x
0.78x

0.69x
0.90x

1.04x

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014

RUB Bn / (x)

Net debt Net debt/LTM OIBDA

Growth
0.36x

LT credit rating:
- local currency
- foreign currency

Baa3 
Baa3

ruAAA
BBB-

Outlook Stable ▲ Stable(4) ▲

Last change 03.07.2014 15.08.2014



1919

3
0-

Ju
n-

2
0

1
4

48%

25%

27%

Debt portfolio structure

Note: Due to rounding, manual calculations for financials and KPIs may differ from those displayed
(1) –Debt portfolio currency split post cross-currency hedges; 
(2) –Debt portfolio doe s not factor Scartel and Euroset liabilities

By currency(1)By instrument By maturity(2)

Bonds

Bank Loans

Equipment Financing 3 Years

1 Year

5 Years and Longer

4 Years

2 Years

EUR

RUB

USD

Debt profile
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ÅWe maintain a balanceddebt portfolio

structureandcurrencymix,allowingus to

minimizeFXexposure

Å In October,pursuantto a mandatoryput

option, MegaFonre-purchasedat par c.

RUB 8.25 billion of Series 05 ruble-

denominatedbondsout of total issueof

RUB10billion,whichwasplacedin 2012

– Theremainingpart of the bondsof this

series will continue trading in the

marketat a newcouponrate of 9.85%

p.a., whichwill remainset for a period

of 18months,after whichit will be re-

set and holders will have a further

right to put theirbondsto us

84%

14%
2%

22%

16%

6%28%

28%

3
0-

S
e

p-
2
0

1
4

47%

28%

25%

82%

15%

3%

25%

14%

6%27%

28%

% of total
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Outlook for 2014
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6.0-8.0% growth y-o-y

≥44.0%

Expected capital expenditures 
in the range of RUB 55-58Bn

Revenue growth

OIBDA margin

CAPEX

Outlook for 2014
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Reiterate. 
Anticipating 
closer to the lower 
end of the range

Reiterate

Revise downwards



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


