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Some of the information in this document may be inside information. The subject matter, the identity of the issuer, the identity of the persons making 
the notification and their titles, and the date and time of the notification are all as set forth above. 

Certain pq^qbjbkqpþ^ka,loþlqeboþfkcloj^qflkþfk`irabaþfkþqefpþal`rjbkqþj^vþklqþ_bþefpqlof`^iþc^`qpþ^kaþj^vþ`lkpqfqrqbþÛclot^oaþillhfkdst^qbjbkqpÜþ
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 
tloapþÛ_bifbsbÜ)þÛbumb`qÜ)þÛ^kqf`fm^qbÜ)þÛfkqbkaÜ)þÛbpqfj^qbÜ)þÛmi^kpÜ)þÛclob`^pqÜ)þÛmolgb`qÜ)þÛtfiiÜ)þÛj^vÜ)þÛpelriaÜþ^kaþpfmilar 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 nothistorical 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 inwhich 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 Q4 2016



Q4 2016 and post-closing events

(1) The exact amount of the dividends declared ̂kaþm^faþt^pþOR?þ.1)664)5--)---+þ>mmolufj^qbivþOR?þ-+26_kþtbobþm^faþqlþJbd^ClkÚpþteliiv-owned subsidiary MegaFon Investments 

%@vmorp&þIfjfqbaþ%ÛJF@IÜ&)þtef`eþeliapþqebþ@ljm^kvÚpþqob^provþshares 

(2) The exact amount of the dividends declared and paid was RUB 49,990,600,000. Approximately RUB 2bn of these dividends were paid to MICL
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ACQUISITIONOFMAIL.RU

Å On23 December2016the Boardof Directorsapprovedthe acquisitionof a 15.2% equity interest
(63.8% voting interest) in Mail.RuGroupLimited (LSE:MAIL),a leadingcompanyin the Russian-
speakinginternet market,for total considerationof USD740million,with USD640million being
payable upon Completionand the remainingUSD 100 million being payable one year after
Completion

Å Subsequently, on23January2017, the shareholdersof the Companyapprovedthe transactionand
Completionfor the transactionoccurredon9 February2017.

Å The transaction is aimed at achievingstrategic advantagesfor both companies,including
enhancementofIac]Bkj#odigital products,promotionof a specialVKmobileofferingfor usersof
the VK social network, improvementin client targeting and segmentationand other potential
initiatives

Å Following the transaction, MegaFonand Mail.Ru will continueoperatingas separateentities,
dealing on an arms-length basis, with both independentmanagementteams dedicatedto
preservingeach_kil]ju#ocorporateculture and governanceand ensuringcontinuity of their
operatingand productdevelopmentactivities,but at the sametime focusingon cooperationin
areasof mutualstrategicandeconomicbenefit

TARIFFINITIATIVESTOIMPROVEBUSINESSPERFORMANCE

Å In late December2016, MegaFonrevampedits bundledtariffs to improveits businessperformance:

- Allowancesin the two cheapestbundledtariffs werereducedwhile the monthlysubscriberfee
remainedunchanged

- Themonthlyfeesfor higher-endbundledtariffs with the sameamountof availableallowances
wereincreased

Å In January2017, MegaFondiscontinuedofferingunlimiteddata tariff plans,includingthoseplans
offeredbyits subsidiaryYota

Å Theseactionswill allowMegaFonto furthermonetizedatatrafficandupsellexistingsubscribers

ACQUISITIONOFADDITIONALFREQUENCIESINTHEVOLGAREGION

Å On 28 February2017, MegaFoncompletedacquisitionof a 100% interest in three entities in
Ulyanovsk,SaranskandPenzafromthe regionalmobileoperatorJSC OI=NPO¦

Å Eachof theentitiesowns14.8 MHzof spectrumin the 1,800MHzband

Å Theacquisitionwill strengthenIac]Bkj#opositionin the 1,800MHzspectrumbandin the Volga
regionandwill providefor amoreefficient,fast andcost-effective4Groll-out in the region

STRATEGICPARTNERSHIPTODEVELOPINDUSTRIALINTERNETMARKETINRUSSIA

On28 November2016, MegaFonandthe RussianAssociationof IndustrialInternetsigneda strategic
partnershipagreementaimedat developmentof the IIoT market in Russia, creationof universal
branchstandardsanddevelopmentof joint IIoTprojects

APPROVALOFRUB15BNDIVIDENDDISTRIBUTION

ÅOn09December2016,Iac]Bkj#oExtraordinaryGeneralMeetingof Shareholdersapprovedan
additionaldividendin the total amountof RUB15bn1, equivalentto RUB24.19 per ordinary
share(orGDR)

Å As a result, the total amountof dividendspayableto the ?kil]ju#oshareholdersin 2016
amountedto RUB50bn2, equivalentto RUB80.63perordinaryshare(orGDR)

MEGAFONTOPROVIDETELECOMMUNICATIONSERVICESATFIFA2017AND2018EVENTS

Å InMarch2017, MegaFonwaschosenasanofficialproviderof telecommunicationinfrastructureand
additionalservicesat all locationsfor the eventsof the FIFA2017ConfederationsCupandFIFA
2018WorldFootballCup

Å MegaFonwill buildtest 5Gzonesat FIFAWorldCup2018locationsin MoscowandSt Petersburg
to ensuresuper-highspeedmobileInternetandprovidehighqualitynetworkcoveragefor guests
andteams



Results in 2016 in line with the full-year guidance

Note: All changes are shown on a year-on-year basis ÞFY 2016 vs FY 2015
(1) OIBDA adjusted to exclude impairment loss relating to the goodwill allocated to the Broadband internet cash generating unit

Actual Target

Revenue growth 

OIBDA margin 

CAPEX

Metric 

Flat to low single 

digit y-o-y growth
RUB 316.3bn

Status

OIBDA RUB 121.1bn(1)͛þOR?þ..5_k

RUB 65.6bnR͚UB 68.0bn 

+0.9% y-o-y 

-6.5% y-o-y

-8.5% y-o-y

In line 

In line

In line
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Dynamics
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Q4 2016 key financial and operational highlights

Keypoints

Å In Q4 2016, consolidatedrevenuedecreasedby 0.8% y-o-y. A declinein
wirelessrevenuewaspartially offset by growth in the wirelinesegment
andinsalesof equipmentandaccessories

ÅAdjustedOIBDA(1) declinedby 1.6% y-o-y impactedby a highercost of
services and an increasedshare of lower-margin segments in the
revenuestructure, which were off-set by a reduction in sales and
marketing expensesand general and administrativeexpenses. As a
result,adjustedOIBDAmargindecreasedby0.3 p.p. y-o-y to 35.7%

ÅNet profit decreasedby 42.3% y-o-y to RUB3.1bn mainly due to an
impairmentchargerelating to the goodwillallocatedto the Broadband
internetcashgeneratingunit

ÅTotalCAPEXincreasedby13.1%y-o-y to RUB26.7bn

ÅMegaFonadded0.6 millionnewmobilesubscribersoverthe last twelve
months. MegaFonshifted its focusfrom grossadditionsto retentionof
the existingcustomerbaseandincreasingoq^o_ne^ano#life timevalue(4)

Note: All financial figures provided in this presentation are presented on consolidated IFRS basis unless otherwise stated 
(1) OIBDA adjusted to exclude impairment loss relating to the goodwill allocated to the Broadband internet cash generating unit
(2) Profit attributable to equity holders of the Company
(3) Data includes subscribers of the Company in Russia and its subsidiaries in Russia and outside: ÛQQþjl_fibÜþ@GP@þfkþqebþObmr_if`þlcþQ^gfhfpq^k)þÛ>NR>CLK-DPJÜþ@GP@þfkþqebþ
Obmr_if`þlcþ>_he^wf^þ^kaþÛLPQBIBHLJÜþ@GP@þfkþqebþObmr_if`þlcþPlrqeþOssetia

(4) Thepresentvalueof the future cashflows attributed to the subscriberduringhis/her entire relationshipwith MegaFon

76.8Q4 2015

Q4 2016Mobile subscribers(3)

(million, as of 31 December)

CAPEX  
(RUB bn)

Q4 2015

Q4 2016

23.6

Net Profit(2) 

(RUB bn)
Q4 2015

Q4 2016

5.3

Adjusted OIBDA Margin 
(%)

Q4 2015

Q4 2016

36.0

29.1Adjusted OIBDA(1) 

(RUB bn)
Q4 2015

Q4 2016

29.5

81.3Consolidated Revenue
(RUB bn)

Q4 2015

Q4 2016

(down 0.8% y-o-y)82.0

(down 1.6% y-o-y)

35.7
(down 0.3 p.p. y-o-y)

3.1
(down 42.3% y-o-y)

26.7

77.4
(up 0.8% y-o-y)

(up 13.1% y-o-y)
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Main projects of 2016 - Unified Billing

Key project highlights 

Rationale

Å Total control over the key parametersofIac]Bkj#obusinessfrom
the verybeginningof the processchain

Å Absenceof foreigncomponentsandbuilt-in FXrisksfor bothCAPEX
andOPEX

Å Unifiedtechnicalsolutionbasedon openarchitecturewith capacity
to scaleupandexpandthe systemgoingforward

Implementation

Å Systemsimplificationpermits optimizedutilization of back-office
functions,includingIT,accounting,productmanagementandother
functions,byupto 30%

Å EnablesMegaFonto further integrateandunify the organizational
structure

Development

Å Launchof B2CandB2BFixsales(secondstageof the project)

¢ >10KB2BFixand20KB2Csubscribersalreadyingreenfield

¢ >200storesacrossthe countryinvolvedinsalesrollout

Å PositivetrendonkeyoperationalKPIs(uptimeandclaimrate)

Å Introductionof newservicelevel agreement(SLA)betweenIT BSS
andbusinessas well as operatinglevel agreement(OLA)between
MegaFonand Peter-Servicewith focus on quality and speed of
delivery

Å Improvementof change management(implementation)process
resultinginshortertime-to-market

MegaFon branch offices

Project Partner 

Unified Billing (BSS)replaces separate 

standalone billing systems used by 

MegaFonbranches

F
in

a
n
c
ia

l 
a

n
d

 O
p

e
ra

tin
g

 R
e

su
lt
s

O
u

tlo
o

k 
fo

r 2
0

1
7

K
e

y
 H

ig
h

lig
h

ts

Pilot 
project

Sales Rollout
Q3 2017

Launch of operational 
testing 

15.12.2015

Project timeline

2015 2016 2017 2018

Migration

8
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Main projects of 2016 - Shared Services Center (SSC)

Samara

Receivables 
management

HR

Financial control 
and treasury 

Procurement 
planning 

and support

B2O operational
support

Accounting and 
reporting

Key project highlights 
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2 stage
Creation of SSC
Pilot project

1 stage
Economies evaluation
Project structure draft 

Project timeline

2015 2016 2017 2018

3 stage
Rollout

August

4 stage
Rendering services to 

3rd parties

Rationale

Implementation

Development

Å Optimizationandunificationof the businessprocesses

Å Implementationof client-oriented culture in auxiliarydepartments
andfunctions

Å Implementation of lean tools and methods for regular self-
improvement

Å Improvementof reportingtransparencyand operatingmodelof the
Company

Å Enhancementof businessscalability

Å Openingof a fully-controlledSSCasa back-officeinSamara

Å Transferof all branchofficesandsubsidiariesto the SSCby year-
endof 2017

Å High-level of centralization supported by strict agreement
restrictions(covenants) underSLAs

Å SSClaunchedon1 July 2016

Å Currently,3 of 8 (Moscow,North-West and Volga)branchoffices
and6 subsidiariesareservedbySSC

Å Plannednumberof employees¢900people

9
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Main projects of 2016 - First Tower Company
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2 stage
Competence center for infrastructure management 

1 stage
Spin-off of tower and related 

assets to FTC (07/2017)

FTC Development Scenario

2017 2018 2019

3 stage
Monetization of share in First Tower 

Company

Å Tower portfolio categorized 
and structured

Å Commence involvement in the 

market of tower leasing

Å Disposal of unused tower 
infrastructure via partnerships

Å Planning and construction of tower infrastructure transferred to FTC

Å MegaFon keeps control over FTC to synchronize its plans for network 
design and roll-out

Å Implementation of MegaFon strategy subject to value accretion of FTC

Å Under optimal market conditions, sale of a 
stake in FTC to a strategic buyer / financial 
investor

>15K towers
13%

13%

47%27%

Iron posts

Masts

Towers

Concrete posts

Å Creation of a player with the best tower portfolio in Russia

Å Focus on improvement of operating efficiency

Þ Effective management of tower portfolio and savings from infrastructure 
maintenance

Þ Better return on CAPEX

Þ Incremental gains from active involvement in fast growing market of 
tower leasing

Å Flexibility in future decisions

Þ Sale of a share in First Tower Company

Þ Potential establishment of NetCofor end-to-end management of active 
and passive infrastructure

Strategy

Key project highlights Tower infrastructure

10
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Network infrastructure development in 2016

Note: 
(1) Verified data for 2015 in accordance with the new methodology to calculate number of logic 

base stations that function in various frequency spectrum bands
(2) FOCL Þfiber-optic communication lines

Share of BS interconnected via FOCL(2), %

Backhaul, km

126,030 130,615

2015 2016

Growth
ƶ 5%

Backbone, km

192,714184,401

4%

6%

64%

65%

Fiberoptics infrastructure

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

Number of base stations(1)

Å Thelargest fiber optic network amongRussianmobileoperators

Å Supportsfurther roll -out of the@ljm^kvÚpmobilenetwork

65,750 67,754

42,499 45,717

23,003
30,192

2015 2016

Growth
ƶ9 %

31%

8%

3%

131,252
143,663
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FOCL (2)

11



Network and connectivity improvements in 2016 

GNOCmeasuresto improvenetwork quality

Post-incident measures¢accidentdamagecontrol,promptincidentresponse
andmitigation,monitoringandcontroloverfault correctiontime

Preventive measures¢prediction of incidents and preventive technical
maintenance

In 2016, GNOCPerformanceManagementsystem was adoptedto improve
registeringusageand quality metrics of providedservices. It includesFault
Management,NetworkResourceInventoryandTroubleTicketingsystems

4G 3G 2G

Call set-up success rate ƶ99.49% ƶ99.61% ƶ99.21%

Drop call rate Ƹ 0.21% Ƹ 0.27% Ƹ 0.64%

Spectruminitiatives
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Connectivity improvementsin 2016

ÅMegaFoncontinuedits efforts to reducecut-off calls at specificlocations

andeliminatelocalnetworkoverloadingandtraffic congestion

Note: 
(1) Global network operational center

ÅKey Quality Indicator, the integral performanceindex, was adopted to

monitorthe networkperformanceandassessthe qualityof connectionbased

on identified oq^o_ne^ano#needs obtained through analysis of customer

requeststo call centersandusersatisfactionsurveys

ÅToimprovethe end-to-endqualitymetricsof the servicesMegaFonintroduced

certainsolutionsaddingnew functionality to its radio accessnetwork and

optimisedthe parametersof backhaulnetworksections

ÅOn the back of RAN QoS system, MegaFonimplementedthe statistic

managementof traffic basedon resourceallocation technology. It allows

MegaFonto improvedistribution of 3G and 4G network resourcesamong

subscribersandservicesdependingon the type of product(service). Dynamic

managementof the traffic is underway.

Network improvements

ÅMegaFoncontinued implementingLTE 1,800 as an additional layer to

supportfurtherroll-out andimprovethe coverageof 4G/LTEnetwork.

ÅMegaFonandYotacombinedtheir 2x20MHzbandsin LTE2,600spectrumand

started sharingdirectly both spectrumand active infrastructureto provide

betterservicesto subscribersin MoscowandMoscowregion

Å In 2016, MegaFonwas the first operatorin Russiato launcha fully-fledged

VoLTEnetwork. Subscribersnow canenjoyhigh quality voicetransmission,

rapidcall set-upandcontinuityof internetsessionswhilecallingviaLTE

12



13Note: 
(1) Russian population as of the latest census in October 2010

4G network development in Q4 2016

4G/LTEnetworkdevelopment

ÅMegaFonis focusedonincreasingits 4Gnetworkcapacityin
existing areas of presence, and on service quality
improvement

ÅMore4Gavailability:

¢82federalregions

¢morethan1,000citiesandtowns

¢15out of 15citieswith a population(1) over1mpeople

Å4Ginfrastructureincluded>30,190basestations

4G/LTEservices

Å LTE-Advancedservicesprovidingspeedsof 150-450Mbit/s

wereavailablein 27citiesandregions

Å 10.2 million 4G-enabled devices registered on MegaFon

network¢increaseby30%y-o-y

Å 4Gtraffic usageincreasedby60%y-o-y

Å Shareof 4Gtraffic in total datatraffic reached46%

28

49

72 77 82

25%

36%

51%
59% 65%

2012A 2013A 2014A 2015A 2016A

Availability of MegaFon4G services

Krj_boþlcþOrppf^Úpþobdflkpþtebobþ
MegaFon 4G services are available

% of population covered(1)

Federal regions covered by MegaFon 4G / LTE network

Cities where LTE-Advanced available

Saint-Petersburg

Chelyabinsk

Moscow

Rostov-on-Don

Chita

Nizhniy Novgorod

Samara

Sakhalin

Vladivostok

Ufa

Tula

OmskSochi
Novosibirsk

KhabarovskKrasnoyarsk

Ivanovo
Yaroslavl

Lipetsk

Krasnodar

Yakutsk

Kaliningrad

Neryungri

Amur region

13
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Development of digital services portfolio ÞVideo and TV OTT solutions

Content

Devices 
supported

Uniqueness

Å QjemqaĊpanioĊkbĊqoaĊbknĊoq^o_ne^anoĊqoejcĊ =hhĊej_hqoera¦Ċ
bundled tariff plans and options 

Å VOD and LiveTVtandem solution

Å Premium HD content: Amedia, Discovery HD, HBO, Disney, 
Warner, Universal, SportHD, etc.

Å Individual recommendations based on ratings and 
perceptions by subscribers

Å OTT solution for all types of devices: smartphone, tablet, 
SMART TV, Web

Å Available as app for mobile devices and SMART. TV app 

Å Available to MegaFon subscribers and those of other 
mobile operators

Å VOD(1): Large catalogue of movies, TV series and sequels of 
first-rate Russian and foreign studios

Å Live TV: 130+ channels, including  1 and 2 multiplex

Å STS content available before official TV release 

MegaFon TV is a fully-fledged video and TV OTT solution, aimed at boosting subscribers loyalty and lifetime

80% of app qoanoĊn]paĊpdaĊoanre_aĊ]oĊ ckk`¦Ċ]j`Ċ at_ahhajp¦

4.1 rate out of 5 in Google Play and 4.0 out of 5 in AppStore

1.6 million users registered as of the end of 2016

>70% of registered users are subscribers using MegaFonbundled tariffs

80% of users via portable data-enabled devices 

14
Note: 
(1) VOD Þvideo on demand

9% share of paid content and OTT market
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Development of digital services portfolio ÞFinancial products and services 

MegaFon.Cardis the newuniquefinancialproductrepresentingdebit card,fully integratedwithrpboÚpmobileaccount

Key terms of MegaFoncard

How to obtain At anyMegaFonRetail store/ within 5-10 minutes  

# of cards linked to one account Up to 10 cards

Interest on account 
balance

8% p.a. provided at least one transaction during a month and 
average account balance > RUB 500 

Set-up charge (one-off)

MasterCard:free for subsqoejcĊ =hhĊej_hq`a`¦Ċp]nebbĊlh]jo

I]opan?]n`ĊCkh`6ĊbnaaĊbknĊoq^oĊqoejcĊI+H+TH+RELĊ =hhĊ
ej_hq`a`¦Ċp]nebbĊlh]jo

Maintenancefee Free

Cashback
Up to 50% depending on a programmewith a commercial 
partner

Can be toppedup usinga phone
number and/or via internet or
mobile banking, card2card
payment,webdashboards

Can be used as an ordinary
debit cardfor on-line andoff-
line cash and non-cash
payments

MegaFon-Bank application
compatible with all OSs to
facilitatecardusage

24/7 cardsupportvia a separate
contact center at 5555 short
number

Á CertifiedMasterCard

Á 3D-Secure

Á Additional security when
usingcontentservices

MegaFon card is fully
integratedwith MegaFonuser
mobileaccount

15

Å MegaFoncardhas beenavailablein all regionsof presence
since October2016

Å c.400,00cardsissuedto MegaFonsubscribers

Å RUB2bntotal transactionvolumein 2016

Å c.RUB11,300 monthlyaveragetransactionvolumepercard

Key highlights
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Development of digital services portfolio ÞIoTproducts

16
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Life Controlis thenewIoTecosystemfor all client segments

Product

Å Life Control Gateway designed specially for MegaFon 

Å Allows remote control of home and activities via 
smartphone or PC

Å Permits connection od multiple sensors

Å 2G/3G/4G-friendly, has all types of internet 
connections, incl. WiFiand Ethernet

Å Build-in camera allows stream video and store all 
events in cloud as well as WiFicamera

Å Launched in December 2016 in MegaFon Retail shops and now being 
distributed through new sales channels

Å Constant development and expansion of assortment of new devices 

Å Improvement of product features and user experience

Development

Å Unique design and features not found in other products

Å Own IoTecosystem: Smart Home, Fitness, Geo-tracking

Å Compatible with various 3rdl]npuĊ`are_aoĊ]j`Ċoajoknoʿˠˀ

Å Easy set-up of own smart-rules and scenarios via 
smartphone or PC

Uniqueness 

Note: 
(1) via ZigBee, Z-Wave, NFC and BT protocols on the board 

Air Quality

Smart Lamp Smart PlugLeak sensor

Door sensorMotion IR sensor Plant sensorWiFicamera

Geo Tracker Fire Alarm




