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Disclaimer ‘b

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

Certampg”™gbj bkgpp*ka, |l oplgebopfkclojrqfl kpfk irabapfkpgefpptagbr pkiagf
within the meaning of Section 27A of the U.S. Securities Act of 1933 and Section 2(1)(e) of the U.S. Securities Exabfai#gtAas amended. The

tl oappU_bifbsbU)pUbumb qU)pUrkgf > fmrgbU)pUf kqgbka U)nfildy expressigngneap U) p U
identify forward looking statements but are not the exclusive means of identifying such statements. Forward looking staté@mbrte statements
concerning our plans, expectations, projections, objectives, targets, goals, strategies, future events, future revenussoper performance,

capital expenditures, financing needs, our plans or intentions relating to the expansion or contraction of our businefsaaspexific acquisitions

and dispositions, our competitive strengths and weaknesses, the risks we face in our business and our response to tHang ouggals relating

to forecasted production, reserves, financial position and future operations and development, our business strategy aslithere anticipate in

the industry and the political, economic, social and legal environment in which we operate, and other information th&istonical information,
together with the assumptions underlying these forward looking statements. By their very nature, forward looking statemahits inherent risks,
uncertainties and other important factors that could cause our actual results, performance or achievements to be matéremydfrom results,
performance or achievements expressed or implied by such forlwaking statements. Such forwarlboking statements are basednonumerous
assumptions regarding our present and future business strategies and the political, economic, social and legal enviromtmehtwre will operate

in the future. We do not make any representation, warranty or prediction that the results anticipated by such fdookitg satements will be
achieved, and such forwailldoking statements represent, in each case, only one of many possible scenarios and should netdteagdhe most

likely or standard scenario. We expressly disclaim any obligation or undertaking to update any fdoekitg statements to rdect actual results,
changes in assumptions or in any other factors affecting such statements.
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Q4 2016nd postclosing events

APPROVADFRUB15BNDIVIDENDISTRIBUTION

A On09DecembeR016| a c | BBxtradrdinargzeneraMeetingof Shareholderapprovedan
additionaldividendin the total amountof RUB15bn!, equivalentto RUB24.19 per ordinary
share(orGDR

A As a result, the total amountof dividendspayableto the ? k i | ] gharehadersn 2016
amountedo RUB50br?, equivalento RUB80.63perordinaryshare(or GDR

ACQUISITIOBFMAILRU

A 0On23 Decembe016the Boardof Directorsapprovedhe acquisitionof a 15.2% equity interest
(63.8% voting interest) in MailRu GroupLimited (LSEMAIL),a leadingcompanyin the Russian
speakinginternet market, for total consideratiorof USD740 million, with USD640 million being
payable upon Completionand the remainingUSD 100 million being payable one year after
Completion

A Subsequentlyon 23 January2017 the shareholder®sf the Companypprovedhe transactionand
Completiorior the transactioroccurren9 Februan2017

A The transactionis aimed at achievingstrategic advantagesfor both companies,including
enhancemendf| a c ] Bdigjtalpmducts,promotionof a specialVKmobileofferingfor usersof
the VK social network, improvementn client targeting and segmentationand other potential
initiatives

A Followingthe transaction MegaFonand MailRu will continue operatingas separate entities,
dealing on an armslength basis, with both independentmanagementteams dedicatedto
preservingeach _ k i | ] gompatateculture and governanceand ensuringcontinuity of their
operatingand productdevelopmentactivities, but at the sametime focusingon cooperationin
areasof mutualstrategicandeconomidenefit

STRATEGIRARTNERSHIFODEVELOMDUSTRIAINTERNEMARKETN RUSSIA

On28 NovembeR016 MegaForandthe RussianAssociatiorof Industriallnternetsigneda strategic
partnershipagreementaimed at developmentof the 1loT market in Russia creationof universal
branchstandardsanddevelopmenof joint lloTprojects

(1) The exacamount of the dividends declaredk a p m~ f apt *pp OR?p. 1) 664)5--) - - -

S %@v mor p&pl fjfqgbapebp @@ W&k ghlresp gebepi app

TARIFANITIATIVESOIMPROVBUSINESPERFORMANCE
A Inlate Decembe2016 MegaFomevampedts bundledariffs to improveits businesgperformance

- Allowancesn the two cheapestundledtariffs werereducedwvhile the monthlysubscribefee
remainedinchanged

- Themonthlyfeesfor higherendbundledtariffs with the sameamountof availableallowances
wereincreased

A InJanuary2017 MegaFordiscontinuecfferingunlimiteddata tariff plans,includingthose plans
offeredby its subsidiaryyota

A Theseactionswill allow MegaForo furthermonetizedatatrafficandupsellexistingsubscribers

MEGAFONOPROVIDEELECOMMUNICATISERVICEATFIFA2017AND2018EVENTS

A InMarch2017 MegaFowas choseras an official providerof telecommunicatioinfrastructureand
additionalservicesat all locationsfor the eventsof the FIFA2017 Confederation€upand FIFA
2018WorldFootballCup

A MegaForwill buildtest 5Gzonesat FIFAWorld Cup2018locationsin Moscowand St Petersburg
to ensuresuperhighspeedmobilelnternetand providehigh quality network coverageor guests
andteams

ACQUISITIONFADDITIONAEREQUENCIES THEVOLGAREGION

A On 28 February2017 MegaFoncompletedacquisitionof a 100% interest in three entities in
UlyanovskSaranslkandPenzaromthe regionaimobileoperatodSC Ol = NP O}

A Eachof the entitiesowns14.8 MHzof spectrurrin the 1,800MHzband

A Theacquisitionwill strengthenl a ¢ ] Bpogiti#nin the 1,800 MHzspectrumbandin the Volga
regionandwill providefor a moreefficient fast andcost-effective4Groll-outin the region

+p >mmo | udwpetisybsidiarypMedaRop nvesntentk pt b o b p m“Mglchﬁ&N p A

(2) The exacamount of thedividends declared and paid was RUB 49,990,600,000. Approximately RUB 2bn of these dividends were paid to MICL
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Results in 2016 in line with the fulfear guidance
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Dynamics

Flat to low single
Revenue growth J

] i +0.90 -
digit y-0-y growth RUB 316.3bn In line 0.9% yo-y
OIBDA "pPOR?p. .5 k RUBI121.1BA In line -8.5% yo-y
CAPEX . RUB 68.0bn RUBG65.6bn In line -6.5% yo-y

Outlook for2017

_ Note: All changes are shown on a yeatryear basisPFY 2016 vs FY 2015
(1) OIBDA adjusted to exclude impairment loss relating to the goodwill allocated to the Broadband internet cash genanéting M E GAF O N




Q4 2016ey financial and operational highlights ‘a

ConsolidatedRevenue Q42016 81.3 Keypoints
(RUEBbN)
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Q42015 82.0 (down 0.8%y-0-y) A In Q4 2016 consolidatedevenuedecreasedy 0.8% y-0-y. A declinein
wirelessrevenuewas partially offset by growthin the wirelinesegment
andin salesof equipmentindaccessories

AdjustedOIBDAY Q42016 201 _ _ _ _
(RUBbN) ’ A AdjustedOIBDA declinedby 1.6% y-o-y impactedby a highercost of
Q42015 29.5 (down 1.6%y-0-y) servicesand an increasedshare of lowermargin segmentsin the
revenue structure which were off-set by a reductionin sales and
: : marketing expensesand general and administrativeexpenses As a
AdjustedOIBDAViargin Q42016 35.7 result, adjustedOIBDAnargindecreasedby 0.3 p.p. y-0-y to 357%

(%)

Q4205 36.0 (down 0.3 p.py-0y) A Net profit decreasedby 423% y-0-y to RUB3.1bn mainly due to an

impairmentchargerelating to the goodwillallocatedto the Broadband

Net Profit@ Q42016 3 . 1 internetcashgeneratingunit
(RUBbN)

Q42015 53 (down 42.3%-0-y) A Total CAPEXcreasedy 131%Yy-0-y to RUB26.7bn
A MegaForadded0.6 million new mobilesubscriberoverthe last twelve
months MegaForshiftedits focusfrom grossadditionsto retentionof
Q42016 267 the existingcustomeraseandincreasing q * o _ lifestimevalue¥
Q42015 23.6 (up 13.1%y-0-y)

Mobile subscribef® Q42016 7.4

(million asof 31 December)
Q42015 76.8 (up 0.8%y-0-y)
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Note: Allfinancial 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) Profitattributable to equity holders of th&€ompany
(3) Dataincludes subscribers of the CompanyRnssia and its subsidiaries in Russia and outsid®@ Qpj | _f i bUp @GP @pf kp ge b p ®Prirl pi@GP@pd k@ qefotpf p q Rk .
Obmr if > plcp>_herwfrprkapULPQOBss&@itiL I Up @GP @pf kpgebpObmr i f > plcpPlrqgep MEJGNA?léN
(4) Thepresentvalue of the future cashflows attributed to the subscriberduringhisg/her entire relationshipwith MegaFon
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Main projects of 2016 Unified Billing
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standalone billing systems used by

MegaForbranches Project Partner

A Total control overthe key parametersof | a ¢ | Blugingssfrom
the verybeginningf the processchain

’t Unified Billing (BSS)replaces separate ’pETER»SERVK:E Key project highlights

A Absenceof foreigncomponentsandbuilt-in FXrisksfor both CAPEX
andOPEX

A Unifiedtechnicalsolution basedon openarchitecturewith capacity
to scaleupandexpandhe systemgoingforward

Rationale

A Systemsimplificationpermits optimizedutilization of backoffice
functions,includingI T, accountingproductmanagemenand other

o Implementatio functionspyupto 30%
A EnablesMegaForto further integrate and unify the organizational
o structure
A A Launchof B2CandB2B Fixsales(secondstageof the project)
S > S ¢ >10KB2BFixand20K B2Csubscribersalreadyin greenfield

¢ >200storesacrossthe countryinvolvedn salesrollout

A PositivetrendonkeyoperationaKPIs(uptimeandclaimrate)

O MegaFon branch offices BLEVEITenl=hid A Introductionof new servicelevel agreemeni{SLA)betweenl|T BSS
and businessas well as operatinglevel agreementf{OLA)between
MegaFonand PeterServicewith focus on quality and speed of
delivery

A Improvementof change management(implementation)process
resultingin shortertime-to-market

Project timeline

2015
<

Outlook for2017

Launch of operational
testing
15.12.2015

Pilot Sales Rollout Migration

project Q32017

MEGAFON




Main projects of 2016 Shared Services Center (SSC)

OXC,

Accounting and Financial control
reporting and treasury

Rationale

Procurement
planning

and support
P

Receivables
management

Implementation

Development
Project timeline

August
<

2015 2016 2017 2018

1 stage
Economies evaluation
Project structure draft

2 stage
Creation of SSC
Pilot project

2 s 4 stage

Rollout

Rendering services to
3 parties

@

Key project highlights

Optimizatiorandunificatiorof the businesgprocesses

Implementationof clientoriented culture in auxiliary departments
andfunctions

Implementation of lean tools and methods for regular self-
improvement

Improvemenbf reportingtransparencyand operatingmodel of the
Company

Enhancementf businesscalability

Openingf afully-controlledSSCas a backofficein Samara

Transferof all branchofficesand subsidiariedo the SSChy year
endof 2017

Highlevel of centralization supported by strict agreement
restrictions(covenantyunderSLAs

SSdaunchednl1 July 2016

A Currently,3 of 8 (MoscowNorth-West and Volga)branchoffices

and6 subsidiarieareservedoy SSC

Plannechumbernfemployees 900people

MEGAFON
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10

Main projects of 2016 First Tower Company fa

Tower infrastructure Key project highlights

>15K towers @

(o))

A Creatiorof a player with the best tower portfolio in Russia

A Focus on improvement of operating efficiency

B Towers

B vasts maintenance
Concrete posts P Better return on CAPEX

B ron posts SlEIE)Y P Incrementgl gains from active involvement in fast growing market of
tower leasing

A Flexibility in future decisions

b Sale of a share in First Tower Company

P Potential establishment dietCdor endto-end management of active
and passive infrastructure

FTC Developmercenario
2017 2018 2019

1 stage 2 stage 3 stage
Spin-off of tower and related g Monetization of sharein First Tower
Company

assets to FTC (07/2017) Competencecenter for infrastructure management

A Towerportfolio categorized A Planning and construction of tower infrastructure transferred to FTC A Under optimal market conditions, sale of a
and structured stake in FTC to a strategic buyer / financial

A MegaFon keeps control over FTC to synchronize its plans for network investor

A Commence involvement in the ~ design and rolout
market oftowerleasing A Implementation of MegaFon strategy subject to value accretion of FTC

A Disposal ofinusedower
infrastructure via partnerships

MEGAFON

b Effective management of tower portfolio and savings from infrastructurg
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Network infrastructure development 2016

(9)
A Number otbase stations!

Growth
Z9%

143,663

131,252

31%

2015 2016
I 2G BS, units Il 3G BS, units 4G BS, units
Growth
z 5%
184,401 192,714

}f FOCL®

6%
64%

126,030 130,615 4%

2015 2016
B Backbonekm B Backhaulkm
== Share of BSnterconnected via FOCL. %

11 )

*ﬁiiﬂ Fiberoptics infrastructure

<\
e

A Thelargest fiber optic network amongRussianmobile operators

A Supportsfurther roll-out of the @I j m” tobilg petwork

— Existing fibre-optic network
-- Fibre-optic network under construction

—— IRU (Indefeasible right of use) FOCL channel

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) FOCLPfiber-optic communication lines

MEGAFON
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Network and connectivity improvements in 2016

Network improvements

Jo

foyp
7=

Note:
(1) Global network operational center

GNOGQneasuresto improve network quality

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

Preventive measures ¢ prediction of incidents and preventive technical
maintenance

In 2016 GNOQ erformanceManagementsystem was adoptedto improve
registeringusage and quality metrics of providedservices It includesFault
Management\etworkResourcénventoryandTroubleTicketingsystems

Key Quality Indicator, the integral performanceindex, was adopted to
monitorthe networkperformancendassessthe quality of connectiorbased
on identified 0 g * 0 _ nneetissobtaingéd through analysis of customer
requeststo call centers andusersatisfactionsurveys

Toimprovethe endto-endquality metricsof the servicesMegaFonntroduced
certainsolutionsaddingnew functionality to its radio accessnetwork and
optimisedthe parameterof backhauhetworksections

On the back of RAN QoS system, MegaFonimplementedthe statistic
managementof traffic basedon resourceallocationtechnology It allows
MegaFonto improvedistribution of 3G and 4G network resourcesamong
subscriberandservicesdependingn the type of product(service)Dynamic
managementof the traffic isunderway

Spectruminitiatives

AL
N\

//A:\

e

D
Vol.te

@

MegaFoncontinuedimplementingLTE 1,800 as an additional layer to
supportfurtherroll-out andimprovethe coveragef 4G/LTEnhetwork

MegaForandYotacombinedheir 220MHzbandsin LTE2,600spectrumand
started sharingdirectly both spectrumand active infrastructureto provide
better servicedo subscribersn MoscowandMoscowregion

In 2016 MegaFornwas the first operatorin Russiato launcha fully-fledged
VoL TEnetwork. Subscribersiow can enjoy high quality voicetransmission,
rapidcall set-up andcontinuityof internetsessionswhile callingviaLTE

Connectivity improvemenis 2016

MegaForcontinuedits efforts to reducecut-off calls at specificlocations
andeliminatelocal networkoverloadingndtraffic congestion

Call setup success rate z 99.49% z 99.61% z 99.21%

Drop call rate ¢ 0.21% & 0.27% ¢ 0.64%

MEGAFON
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4Gnetwork development in Q4 2016

Key Highlights

[ Federal regions covered by MegaFon 4G / LTE network
@ cCities where LTRdvanced available

@ AG/LTEnetwork development

A MegaFons focusedonincreasingts 4G networkcapacityin
existing areas of presence, and on service quality
improvement

A More4Gavailability
¢ 82federalregions
¢ morethan 1,000citiesandtowns

Kaliningrad®,

¢ 150ut of 15citieswith a populatiof’ overlm people

A 4Ginfrastructureincluded>30,190basestations

@4G/LTEservices

A LTEAdvancedservicesprovidingspeedsof 150450 Mbit/s
wereavailablein 27 citiesandregions

A 102 million 4Genabled devicesregisteredon MegaFon
network¢ increaseby 30%Yy-0-y
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A aGtraffic usageincreasedy60%y-0-y

A Shareof 4Gtrafficin total datatraffic reachedt6%

2012A 2013A 2014A 2015A 2016A

Outlook for2017

mm Krj _boplcpOrppf ~Upb okolislbfsopliation boveke®
MegaFon 4G services are available

Note:
13) (1(;teRussiarpopulation as of the latest census in Octoli010 M EGAFON
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Development of digital services portfol@Video and TV OTT solutions

MegaFon T\s a fully-fledged video and TV OTT soluti@med at boosting subscribers loyalty and lifetime
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A Available to MegaFon subscribers and those of other
mobile operators

A voDV: Large catalogue of movies, TV series and sequels of
Content first-rate Russian and foreign studios

A Live TV: 130+ channels, including 1 andl@plex
A STS content available before official TV release

1.6 million users registered as of the end of 2016

. A OTTsolution for all types of devices: smartphone, tablet, ‘9 (o) g‘
DeV'CfS 4 SMARTV,Web luI >70% of registered userare subscribers usingegaFonbundledtariffs
supporte : . :
A Available as app for mobile devices and SMART. TV app 80% of usersviaportable dataenabled devices

A QjemgaCpani oCkbCgoaCbknCog”o _ne”~anoCqgoejcC =hhCej hgoeral! C
bundled tariff plans and options i)__ 80%ofappgoanoCn] paCpdaCoanre_acC]oC
A vODandLiveT\tandem solution

Uniqueness A Premium HD conterAmediaDiscovery HIYBO, Disney,
WarnerUniversal, SpoiiD etc.

4.1 rate out of 5 in Googlé€lay andt.O out of 5in AppStore

A Individual recommendations based on ratings and

perceptions by subscribers 9% share of paid content and OTT market
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Note:

14 (1) VODPvideo on demand M E G A F O N




Development of digital services portfol@Financial products and services fb

MegaForCardis the new uniquefinancialproductrepresentingdebit card, fully integratedwith r p b mobileaccount
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A MegaForcard has beenavailablein all regionsof presence

MEra®@oH : ‘a since OctobeR016

e

A ¢.40Q00cardsissuedtio MegaForsubscribers

Key highlights

A RURbntotal transactionvolumein 2016

544k 39000000 0000

A c RUB11,300 monthlyaveragdransactiorvolumepercard

Key terms of MegaFoncard
At anyMegaForRetail store/ within-8.0 minutes
# of cards linked to one account Up to 10 cards

MegaFon card is fully Can be topped up usinga phone
I integratedwith MegaForuser o ) number and/or via internet or
= mobileaccount mobile  banking, cardcard

paymentwebdashboards
8% p.a. provided at least one transaction during a month and
Canbe used as an ordinary MegaForBank application balance average account balance > RUB 500
debit cardfor on-line and off- APP compatible with all OSs to } . . R
line cash and noncash facilitatecardusage MasterCardree forsubgfoej ¢ C =hhCej _hqg  a
payments Set-up charge (oneoff) lJopan?]n CCkh 6CbnaaCbkncCoq

ej _hg a ! Cp]lnebbClh]jo
A CertifiedMasterCard 24/7 card supportvia a separate Free
@ A 3D-Secure '\_: contact center at 5555 short
- 0, i i i
A Additional security when number Cashback U;rttr?gfm depending onmogrammaevith a commercial
usingcontentservices P

MEGAFON
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Development of digital services portfol@loTproducts eb

Life Controlis the newloTecosystenfor all client segments
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A Life Control Gateway designed specially for MegaFon

A Allows remote control of home and activities via
smartphone or PC Motion IR sensor Door sensor  Air Quality WiFicamera Plant sensor

™

T Permits connection od multigensors

__________________________________________________________________
———————————————————————————————

A 2G/3G/4Griendly has all types of internet
connectiongincl.WiFiand Ethernet

A Buildin camera allows stream video and store alll
events in cloud as well &giFicamera

Fire Alarm Smart Lamp Leak sensor Smart Plug  Geo Tracker

Uniquedesignandfeatures not found in other products

OwnloTecosystem Smart Home, Fitness, Geacking

Uniqueness Compatible with varioug®8 ] npuC  are_aoC]j Coa

To To Io Do

e =4 L
Koktpon,
Kyxua
O8cu ) o 41 2600201 >
lapax
[ e
@ Cnanoms >
@ locrnHas >

Easyset-up of owrsmartrules and scenarios via
smartphone or PC

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

Development

Constant development and expansion of assortment of new deviceg

Outlook fo223.7

Improvement of product features and user experience

v mavoul OTKPBITUR W FAKPHITHA

Note:

(1) viaZigBee, ZWave,NFCand BT protocols othe board M E GAF O N
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