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MegaFon Announces Financial Results  

for the Second Quarter of 20121  

 

MOSCOW, Russia (August 9, 2012) - Open Joint Stock Company “MegaFon” (“MegaFon”, or the 

“Company”), a Russian universal telecommunications operator, announces its consolidated 

financial results for the second quarter ended June 30, 2012. 

 

Key Consolidated Financial and Operational Results for the second quarter ended June 30, 2012 

 Consolidated revenue grew by 14.0% year-on-year (y-o-y), to RUR 66,760 million. 

 OIBDA increased by 12.0% y-o-y, to RUR 28,263 million. 

 OIBDA margin was 42.3% versus 43.1% in the same quarter of last year. 

 Net income decreased by 85.0% y-o-y, to RUR 1,702 million. 

 Free cash flow for the six months ended June 30, 2012 reached RUR 26,867 million. 

 The number of active mobile subscribers as of June 30, 2012 was 63.6 million2, an increase of 0.8% 

over the prior quarter.  

  

  

                                                           
1 Based on US GAAP 
2 Consolidated data includes subscribers of the Company in Russia and subscribers of its subsidiaries CJSC TT Mobile in the 
Republic of Tajikistan, CJSC Aquafon GSM in the Republic of Abkhazia and CJSC Ostelecom in the Republic of South Ossetia 
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Ivan Tavrin, Chief Executive Officer of MegaFon, commented on the financial and operational 

results as follows:  

 

“We had a remarkable quarter in terms of performance and our business continues to grow. With a double digit 
topline growth of 14.0% on a year on year basis and robust OIBDA growth we have delivered solid operating 
results. Nonetheless our net income was impacted negatively by a foreign exchange loss arising from the 
revaluation of our increased US dollar-denominated obligations due to the significant depreciation of the Ruble 
against the US Dollar in the second quarter of 2012. We continue to maintain our leadership in the data 
transfer market, with a Russian data revenue share of over 40%, and by recently launching 4G/LTE services in 
Moscow and in a number of other key Russian cities we continue to demonstrate our commitment to being an 
innovator and providing high level, top quality products and services to our clients.”  

   

Key corporate and business events  

 

 In the second quarter of 2012, in partnership with Yota, we commenced to provide fourth-generation 
(“4G”) technology networks under Long Term Evolution (“LTE”) services in Moscow and in a number 
of other key Russian cities, such as Samara, Novosibirsk, Krasnodar and Sochi covering more than 
10% of the Russian population; and by the end of 2012 we are aiming to increase this figure towards 
30%. 
 

 A new MegaFon Board of Directors was elected at the Annual General Shareholders Meeting in May 
2012. 
 

 In June 2012, the new Board of Directors unanimously elected Sergey Soldatenkov as the Board’s 
Chairman. 

 

 In June 2012, MegaFon entered into a credit facility with Nordic Investment Bank for up to 80 million 
Euros. This credit facility can be used to upgrade the network of the Company in the Moscow region 
and other regions of Russia to improve the network performance and prepare for the 4G/LTE service 
roll-out.  
 

 In July 2012, MegaFon was awarded one of four ten-year licenses for the provision of 4G/LTE 
services throughout Russia.  
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Key Consolidated Financial Data (In millions of Rubles)3 
 

Q2 2012 Q2 2011 
Q2 2012/      

Q2 2011 
Q1 2012 

Q2 2012/      

Q1 2012 

Revenue  66,760   58,557 14.0%  63,104  5.8% 

OIBDA   28,263   25,236 12.0%  25,537  10.7% 

OIBDA Margin  42.3% 43.1% (0.8 p.p.) 40.5% 1.8 p.p. 

Net Income  1,702   11,343 (85.0%)  9,272  (81.6%) 

 

Key Financial Data for Russian operations (In millions of Rubles)4, 5 

 
Q2 2012 Q2 2011 

Q2 2012/      

Q2 2011 
Q1 2012 

Q2 2012/      

Q1 2012 

Revenue 66,195   58,185   13.8% 62,599   5.7% 

Wireless Business 61,783   55,075   12.2% 58,166   6.2% 

including data revenue 7,908   6,202   27.5% 8,137   (2.8%) 

Wireline Business 4,412   3,110   41.9% 4,433   (0.5%) 

OIBDA  27,731   25,050   10.7% 25,203   10.0% 

OIBDA Margin  41.9% 43.1% (1.2 p.p.) 40.3% 1.6 p.p. 

Net Income 1,646    11,455   (85.6%)  9,359  (82.4%) 

Net Income Margin 2.5% 19.7% (17.2 p.p.) 15.0% (12.5 p.p.) 

CAPEX 11,638    15,669   (25.7%)  9,075  28.2% 

CAPEX/Revenue 17.6% 26.9% (9.3 p.p.) 14.5% 3.1 p.p. 

 

Russian revenue increased by 13.8% y-o-y. Data transfer, value-added services (VAS), the wireline business 

and the retail business contributed most to the revenue growth. Mobile revenues also went up due to growth in 

the Company’s subscriber base and user activity. Data transfer, VAS and retail revenues increased due to the 

Company’s efforts in developing those businesses and its own retail chain over the last year. Wireline 

revenues increased as a result of acquisitions made in the second half of 2011.  

 

Russian revenue increased by 5.7% quarter-on-quarter (q-o-q) due to seasonal increases in airtime, roaming 

and interconnect revenues. VAS and data transfer revenues decreased slightly due to seasonal factors and a 

slowdown in promotions. 

 

                                                           
3 The company consolidated the financial results of NetByNet Holding group and CJSC WebPlus - since June 2011, Nakhodka 

Telecom LLC – since November 2011, Luchtse.Net LLC and ChebNet group – since December 2011, OJSC Ugratel – since January 
2012. 
4 Including  mutual settlements with CJSC TTMobile, CJSC Aquafon GSM and CJSC Ostelecom  
5 Certain amounts for previous periods were reclassified in order to present information in the format of the current reporting period 
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Russian OIBDA increased by 10.7% y-o-y and by 10.0% q-o-q as a result of the above-mentioned increases in 

revenues. OIBDA margin decreased by 1.2 p.p. y-o-y due to the growth in lower margin activities such as 

wireline and retail but increased by 1.6 p.p. q-o-q due to successful implementation of various cost-cutting 

initiatives. 

The sharp decline in net income in Russia from RUR 11,455 million for the second quarter last year to RUR 

1,646  million for the quarter ended June 30, 2012 was caused by a foreign exchange loss arising from the 

revaluation of the increased US dollar-denominated obligations as the Ruble significantly depreciated against 

the US dollar during the quarter. 

Capital expenditures decreased by 25.7% y-o-y as a result of a slowdown in capital expenditures following the 

significant investments made over the last few years. The 28.2% increase compared to the previous quarter is 

largely seasonal, following the traditionally less active first quarter in Russia. 

 

Key Operational Highlights of Wireless Business in Russia 

 
Q2 2012 Q2 2011 

Q2 2012/      

Q2 2011 
Q1 2012 

Q2 2012/      

Q1 2012 

Number of active subscribers (K)  62,061  57,609  7.7%  61,630  0.7% 

Market share in subscribers6 27.3% 25.9% 1.4 p.p. 27.1% 0.2 p.p. 

MOU (min.)  304   295  3.1%  284  7.0% 

ARPU (RUR)   318  313  1.6%  300  6.0% 

 

MOU increased by 3.1% y-o-y largely due to the launch of federal tariff “Switch to Zero” aimed at stimulating 

on-net traffic. Voice traffic increased by 11.0% compared to the second quarter of 2011.  

ARPU increased by 1.6% y-o-y largely because of increases in mobile data transfer, content revenues and 

voice traffic. Data traffic for the quarter doubled compared to the second quarter of 2011.  

MOU and ARPU increased as compared to the previous quarter by 7.0% and 6.0%, respectively, due to the 
seasonal increases in subscriber activity.  

                                                           
6 Source – AC&M Consulting 
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Reference 

 

OJSC MegaFon is a Russian universal telecommunication service provider, operating in all segments of 
the telecommunications markets in Russia. MegaFon was established in May 2002 and became the first 
operator with a network covering all regions of Russia. The Company and its subsidiaries have licenses to 
operate in all of the Russian regions and in the Republics of Abkhazia, South Ossetia and Tajikistan. The 
Company was the first in Russia to launch 3G for commercial operations and is currently in the number one 
position among all operators in the provision of mobile Internet, and in the number two position as to the 
number of active subscribers in Russia. As a result of its acquisition of the Synterra Group, one of the 
leading Russian backbone operators, in June 2010, MegaFon entered the fixed-line B2B and B2G 
businesses, as well as the markets for fixed broadband. The combined infrastructure of MegaFon and 
Synterra covers all regions in Russia, providing a platform for the provision of GSM 900/1800, 3G, VSAT, 
IP/MPLS, NLD/ILD networks, and data and call centers, to all potential customers for telecommunication 
services. In 2009, MegaFon became the Mobile General Partner of the XXII Winter Olympic Games and XI 
Paralympic Games to be held in Sochi in 2014. In July 2012 MegaFon was awarded one of four ten-year 
licenses for the provision of 4G/LTE services throughout the entire Russian Federation and has already 
started providing these services in a number of cities. 

As of July 23, 2012, MegaFon has two principal shareholders, companies in the AF Telecom group (50.0%) 
and the TeliaSonera group (35.6%) while the remaining 14.4% is held by a wholly owned subsidiary of the 
Company.  

 

For additional information 

MegaFon OJSC Public Relations 

Phone: +7 495 980 1970; +7 926 442 5246  

pr@megafon.ru 

www.megafon.ru 
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Schedule 1: Definitions 

ARPU (Average Revenue Per User) is calculated by dividing the total revenue for the period, excluding wireline revenue, 

revenue from sales of handsets, accessories and other revenues, by the average number of mobile subscribers for the period 

and then by the number of months in the period. 

MOU (Monthly Average Minutes of Use per User) is calculated by dividing total minutes used during the period by the average 

number of mobile subscribers for the period and then by the number of months in the period. 

OIBDA (Operating Income Before Depreciation and Amortization) is a non-US GAAP financial measure; it should be considered 

as supplementary but not as an alternative to the information provided in the financial statements of the Company. OIBDA 

margin means OIBDA as a percentage of revenue. The Company believes that OIBDA provides a better measure of the 

Company’s actual operational results including our ability to finance capital expenditures, acquisitions and other investments and 

the Company’s ability to incur and service debt. While it does not take into account depreciation of property, plant and equipment 

and amortization of intangible assets, which are considered as operating expenses in US GAAP, these expenses primarily 

represent non-cash charges related to long-lived assets acquired or constructed in prior periods. OIBDA is widely used by 

investors, analysts and rating agencies as a measure to evaluate and compare current and future operating performance and to 

determine the value of companies within the telecommunications industry. A reconciliation of OIBDA to operating income, the 

most directly comparable US GAAP measure, is provided in Schedule 3.       

 

Capital Expenditures (CAPEX) comprises the cost of purchases of new equipment, new construction, acquisition of new or 

upgrades to software and other intangible assets, and purchases of other long-term assets, together with related costs incurred 

prior to the intended use of the applicable assets, all accounted for as of the earliest time of payment or delivery. Long-term 

assets obtained through business combinations are not included in the calculation of capital expenditures.  

    

Free Cash Flow means cash from operating activities, less cash paid for purchases of property, plant and equipment and 

intangible assets, increased by proceeds from sales of property, plant and equipment. It is a non-US GAAP financial measure 

and should be considered as supplementary but not as an alternative to the information provided in the Company’s financial 

statements. This metric measures the Company’s ability to generate cash after accruals required to maintain and expand the 

Company’s assets. A reconciliation of free cash flow and cash from operating activities, as the most directly comparable US 

GAAP measure, is provided in Schedule 3.          

Net debt/net positive cash position means the difference between (a) cash, cash equivalents, short-term investments and 

long-term deposits and (b) loans payable. It is a non-US GAAP financial measure and should be considered as supplementary 

but not as an alternative to the information provided in the Company’s financial statements. The Company believes that this 

metric provides useful information as to the liquidity position of the Company after loan repayments. A description of how the 

metric is calculated is provided in Schedule 3 below.          
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Schedule 2: Consolidated Financial Statements 

MegaFon 
Condensed Unaudited Consolidated Statements of Operations 
(In millions of Rubles) 

 

 

 Three months ended June 30  Six months ended June 30 

 2012  2011  2012  2011 

        

Revenue   66,760       58,557    129,864     113,713  

Cost of revenues  16,495       14,055    32,796       26,843  

Sales and marketing expenses   5,352         5,052    10,421         8,732  

Operating expenses   16,650       14,214    32,847       29,095  

Depreciation   12,081       10,673    23,568       21,010  

Amortization  1,294         1,266    2,643         2,490  

Operating income  14,888       13,297    27,589       25,543  

        

Other  income /(expense):        

Interest expense  (1,879)         (120)   (2,006)        (455) 

Interest income  301            955    892         1,775  

Other loss, net  (52)           (45)   (67)         (39) 

Gain/(loss) on derivatives, net  —             16   —          (40) 

Foreign currency exchange loss, net  (9,912)           (27)   (11,352)          (65) 

Total other income/(expense), net  (11,542)           779    (12,533)        1,176  

        

Income before income taxes and 
noncontrolling interest  3,346       14,076  

 
 15,056       26,719  

        

Provision for income taxes    1,600         2,738    4,041         5,296  

Net income  1,746       11,338    11,015       21,423  

Net (gain)/loss attributable to noncontrolling 
interest  (44)               5  

 
 (41)             11  

Net income attributable to MegaFon  1,702       11,343   10,974       21,434 
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MegaFon 
Condensed Consolidated Balance Sheets  
(In millions of Rubles) 
 

 
June 30, 2012 
(unaudited)   

December 31, 
2011 

Assets    

Current assets:    

Cash and cash equivalents  15,421    2,887  

Short-term investments  1,218     84,509  

Accounts receivable, net   9,676    9,626  

   Inventory  4,575         4,551  

Prepaid income taxes  5,106     6,957  

VAT receivable   2,243         1,779  

Deferred tax assets  2,690         1,972  

Prepaid expenses and other current assets  6,640       8,012  

Total current assets  47,569    120,293  

Long-term bank deposits  3    2,002  

Property, plant and equipment, net   219,961    223,718  

Goodwill  15,406      15,393  

Intangible assets, net  18,327      19,672  

Deferred tax assets  756             712  

Deferred finance charges  1,180                 729    

Other non-current assets  1,054                  949    

Total assets  304,256    383,468  
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MegaFon 
Condensed Consolidated Balance Sheets (continued) 
(In millions of Rubles) 
 

 

June 30, 2012 
(unaudited)   

December 31, 
2011 

Liabilities    

Current liabilities:    

Accounts payable  11,629    9,997  

Accounts payable to equipment suppliers  5,485    8,115  

Current portion of  liability for marketing related  licenses  498    402  

Current portion of liability for deferred and contingent consideration   3,062     2,550  

Accrued compensation   3,220     5,360  

Subscribers’ prepayments  7,165     7,903  

Taxes payable   2,760     3,056  

VAT payable  4,873     2,965  

Deferred revenue   1,094    954  

Short-term loans and current portion of long-term debt  52,394     7,415  

Other current liabilities  2,022     1,256  

Total current liabilities  94,202    49,973  

Debt, less current portion   120,213     36,294  

Deferred tax liabilities  10,607     10,543  

Asset retirement obligations   5,392     5,248  

Liability for marketing related licenses,  less current portion   388    621  

Liability for deferred and contingent consideration, less current portion —    1,829  

Deferred revenue, less current portion   1,321     1,569  

Other non-current liabilities  433    759  

Total liabilities   232,556    106,836  

Equity    

MegaFon shareholders’ equity:    

Common shares (par value of 10 Rubles, 6,200,002 shares issued; 5,307,205 and 
6,200,002 shares outstanding)  581     581 

Treasury shares (892,797 ordinary shares at cost)  (63,883)  — 

Reserve fund  17     17 

Additional paid-in capital  13,852     13,852  

Retained earnings  121,061       261,950  

Accumulated other comprehensive loss  (484)    (291) 

Total MegaFon shareholders’ equity  71,144    276,109  

Noncontrolling interests  556    523     

Total equity   71,700     276,632  

Total liabilities and equity   304,256    383,468  

 



 

  

 

1

MegaFon 
Condensed Unaudited Consolidated Statements of Cash Flows  
(In millions of Rubles) 
 Six months ended June 30  

 2012  2011 

Net cash provided by operating activities  51,529    46,128  

    

Cash flows from investing activities:    

Purchases of property, plant and equipment and intangible assets  (24,868)          (33,879) 

Proceeds from sale of property, plant and equipment  206                    89  

Acquisitions of subsidiaries, net of cash acquired  —            (7,362) 

Change in short-term investments and long-term bank deposits  80,374           (13,545) 

Net cash provided by/(used in) investing activities  55,712           (54,697) 

    

Cash flows from financing activities:    

Proceeds from short-term and long-term debt             174,498     14,222  

Repayments of short-term and long-term debt   (50,268)            (3,393) 

Deferred finance charges paid  (771)  (191) 

Payments of contingent consideration  (1,490)   (491) 

Payments of liabilities for marketing related licenses  (193)   (163) 

Purchase of treasury shares  (63,883)  — 

Dividends paid   (151,863)  — 

Net cash provided by/(used in) financing activities              (93,970)  9,984  

    

Effect of exchange rate changes on cash and cash equivalents                   (737)               (436) 

    

Net increase in cash and cash equivalents               12,534                  979  

Cash and cash equivalents at the beginning of the period                 2,887               2,667  

Cash and cash equivalents at the end of the period               15,421               3,646  
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Schedule 3: Reconciliations of non-US GAAP financial measures (unaudited data) 

OIBDA (In millions of Rubles) 
 
 Q2 2011 Q3 2011 Q4 2011 Q1 2012 Q2 2012 

Operating income 13,297    15,066   12,537  12,701   14,888   
Depreciation  10,673   10,243    11,124   11,487   12,081  
Amortization  1,266   1,238    1,571   1,349   1,294  

OIBDA  25,236   26,547    25,232  25,537   28,263   

 

OIBDA margin as percentage of Revenue 
 
 Q2 2011 Q3 2011 Q4 2011 Q1 2012 Q2 2012 

Operating income 22.7% 23.8% 19.1% 20.2% 22.3% 
Depreciation 18.2% 16.1% 17.0% 18.2% 18.1% 
Amortization 2.2% 2.0% 2.4% 2.1% 1.9% 

OIBDA margin 43.1% 41.9% 38.5% 40.5% 42.3% 

 
Positive Net Cash Position/(Net Debt) (In millions of Rubles) 
 
 Jun30, 2011 Sep30, 2011 Dec31, 2011 Mar31, 2012 Jun30, 2012 

Cash and cash equivalents  3,646   6,232   2,887   8,314   15,421  
Short term financial investments  75,735   84,878    84,509     86,124   1,218  
Long-term deposits  202   3,084    2,002     4   3  
Loans and borrowings  (41,400)  (44,270)   (43,709)  (40,825)   (172,607) 

Positive net cash position/(Net Debt)  38,183   49,924    45,689     53,617   (155,965) 

 
Free Cash Flow (In millions of Rubles) 
 
 Six months ended 

June 30, 2011 
Six months ended 

June 30, 2012 

Cash from operating activities  46,128 51,529   
Purchase of property, plant and equipment and intangible assets  (33,879) (24,868)   
Proceeds from sale of property, plant and equipment 89 206   

Free cash flow 12,338 26,867   

 
 


