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New MTS Group - Markets, Strategy and Outlook
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MTS Group - Highlights

MTC

= | eading Mobile Operator Group in Eastern Europe and the CIS in terms of
subscribers, revenues and market value

= Market leadership of MTS operators in Russia and most countries of
presence

= New 3+1 Strategy with clear focus on Leadership, Growth and Value
Creation adopted in June 2006

= Establishment of new MTS Group organizational structure in August 2006
= Appointment of new Management Team starting in April 2006 completed
= New MTS Brand launching successfully across most MTS operators in 2006

= Continuous focus on superior returns to shareholders (annual dividends of
approx. $1.4 per ADR for 2005 fiscal year = approx. 50% of 2005 net income)
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MTS Group Markets -
Market Shares - Subscribers - Positioning

1H 2006 Figures* i
Ukraine - UMC Belarus - MTS (49%) - -
Subscribers 15.1 min. Subscribers 2.6 min. r _
Market share (subs.) 42 % Market share 52 %

Market position (rev.) Nr. 2 Market position (rev.) Nr. 1

Russia - MTS
Subscribers 48.0 min.
Market share 34%
Market position (rev.) Nr.1

MTS Group Subscribers 1H 2006**

66,6 min. sub. Uzbekistan - MTS
(+21 min. (+46%) Subscribers 0.8 min.
from 1H 2005 Market share 55%

Market position (rev.) Nr. 1

Turkmenistan - MTS

Subscribers 0.1 min.
~~Belarus 3,9% Market share 80%
Market position (rev.) Nr. 1

Turkmenistan 0.1% Uzbekistan 1.2%

Nr. 1 player in revenues and subscribers in almost all markets of presence

* MTS continues to seek operational control over operator Bitel (Kyrgyzstan) by legal means 3
** Figures here including all subscribers from 49% stake in Belarus (which is not consolidated in official statements)



MTS Group Markets -
Top-line performance

1H 2006 Figures

Ukraine - UMC Belarus - MTS (49%) “ -

Revenues 1H 05  $ 528 min. Not consolidated on group level
Revenues 1H06  $ 675 min.
Growth y-0-y +28 %

Russia - MTS
Revenues 1H05 $1 731 min.
Revenues 1H 06  $ 2 014 min.
Growth y-0-y +16 %

MTS Group Revenues 1H 2006

Russia
72%

Uzbekistan - MTS
Revenues 1H05  $ 38 min.
Revenues 1IH06  $ 53 min.
Growth y-0-y +41 %

$ 2 785 min.
(+%$ 488 min. (+21%)
from 1H 2005

\ Turkmenistan - MTS

Revenues 1H 06 $ 43 min.

Turkmenistan 2% Uzbekistan 2%

Continuously strong top-line growth in all markets




MTS Group Markets -
Operational and financial performance

1H 2006 Figures

Ukraine - UMC Belarus - MTS (49%) “ -

OIBDA 1H 06 $ 329 min. Not consolidated on group level
OIBDA 1H 06 (%) 48.7
Growth y-o0-y + $ 69 min.

Russia - MTS
OIBDA 1H 06% 946 min.
OIBDA 1H 06 (%) 47.0
Growth y-0-y + $ 40 min.

MTS Group OIBDA 1H 2006

Russia
71%

Uzbekistan - MTS
OIBDA 1H 06 $ 32 min.
OIBDA 1H 06 (%) 59.5
Growth y-0-y +$ 9.3 min.

$1 329 min.
(+$ 141 min. (+12%)
from 1H 2005

\ Turkmenistan - MTS
OIBDA 1H 06 $ 22 min.

OIBDA 1H 06 (%) 52.0

Turkmenistan 2% Uzbekistan 2%

High operational margins in all markets




MTS Group Strategy -
Leadership — Growth — Value creation

Long-term strategic goals

B Driving revenue stimulation

Strengthening

.. . B Ensuring cost efficiency and investment effectiveness
leadership in Russia

B Reaching “Next level’ along execution and process excellence

ROIC of 20-25%

over 5 years
B Continuing growth success in CIS subsidiaries

Seizing growth &

OIBDA above ies in CIS B Strengthening revenue leadership
50% synergies in Cl
B Leveraging scale and exploiting synergies within CIS region
Global player
based on
strong CIS W Deliberate M&A approach along diligent market-entry criteria
“Home Base” Value creation

in growth markets B Focus on selective opportunities in emerging markets

B Built-up of international capabilities and operational expertise

B Considering of prospects for convergence & vertical integration
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Key strategy elements

Strengthening
leadership in Russia

Seizing growth &
synergies in CIS

Value creation
in growth markets

MTS Group Strategy -
Recent key implementation measures

Recent key implementation measures

* New creative segmented product & tariff approach
» Significant OPEX optimization program across all functional areas

* New budget model, new employee motivation schemes etc.

* Introduction of new MTS Brand in most subsidiaries in 2006
» Significant OPEX optimization measures in selected operations (e.g. Ukraine)

e Built-up of standardized group procedures and principles

* Review and definition of key growth areas for international expansion
* New investment evaluation system along differentiated criteria (IRR etc.)

» Continuous screening and deliberate evaluation of growth opportunities

» Continuous efforts towards development of convergence growth and cost
optimization opportunities within Sistema Telecom

Strong implementation track record of MTS Strategy
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Key strategy elements

Strengthening
leadership in Russia

Seizing growth &
synergies in CIS

Value creation
in growth markets

MTS Group Strategy -
New Structure follows Strategy

New organizational structure

* Formation of Business Unit MTS Russia with own P&L responsibility

= Full focus on operational performance and local market development

* Formation of Group Units for Technology, Marketing, Finance and Shared
Corporate Group Functions

=> Full focus on strategic direction, group-wide branding, synergy exploitation

* Formation of Corporate Group Functions (esp. M&A and Strategy)

= Focus on overall Group development and international expansion approach

* Formation of Corporate Group Functions
= Focus on development of convergence & integration within Sistema Telecom

New MTS Group structure enables full focus on key strategic goals




MTS Group Organization -
Division of responsibilities

MTS Group new organizational structure

CEO MTS Group

y

—— = Guidance & Support
— = P&L responsibility

Group level:
» Strategy and Direction

 M&A and Investments
» Leverage scale and exploiting synergies

Group Group Group Group Corporate Group Functions
level Technology Marketing Finance (Strategy, M&A, HR, Legal etc.)
Business i

Business Unit level:

* P&L responsibility
e Local market development
* Managing operations



MTS Group Strategy -
CIS as strong “Home Base” for MTS Group

CIS Region “Home Base” potential MTS Group approach

High degree of intra-CIS interactions
- Close economic ties
- Intra-CIS roaming traffic
- CIS-wide corporate customer accounts
- Migrant workers

Approach to CIS
Markets from the

Scale and synergy potential MTS Group
- Joint purchasing power perspective
- Group-wide product development
(“develop once, deploy many times”) to fu"y Ieverage
- Infrastructure integration Group potential
Uzbekistan of CIS Region

Best practice sharing
- Network roll-out and operations
Turkmenistan - Branding and market segmentation
- VAS services development
- Customer service

MTS Group approach: CIS Region > sum of single country markets




MTS Group Strategy —
Best practices of regional “Home Bases”-

Regional “Home Base”-Cluster strategy of international Mobile Group Players

Mobile Groups Regional “Home Base”-Cluster Strategic Benefits
(examples)
o Several regional clusters with core home base
vodafone cluster around Western & Central Eastern Europe
. :Il . 'Iﬂ l l - Two significant main clusters in m Homogeneous corporate
Ob1Ie Western Central & Eastern Europe culture due to close cultural

ties and geographic proximity
Several regional clusters with core cluster in
orange” Western & Central Eastern Europe

_ m Synergies and advantages
Velefonica Y U} Strong regional cluster in Latin America

nm Strong regional home base cluster - st peeee € sl Dl er
in CIS region

,(telenor Several regional clusters with home cluster = Management personnel pool
in Scandinavia

X : : : : m Enhanced distribution of
TeliaSonera Strong home cluster in Nordic and Baltic region industry and market expertise
Ememcaé@ Strong home cluster base in Latin and Central
Mmool America
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MTS Group Strategy —
Competitive advantage in CIS “Home Base”

Competitive advantages of MTS Group in CIS “Home Base”

H Brand value .
Upcoming

B Global Procurement
future effects

B Partner attractiveness

Product Development

o Strategic focus of MTS Group
g Brand/Advertisement . Successful leverage of scale advantages
aEJ Procurement - Exploitation of synergy opportunities

- Group-wide standardization of processes,
:g IT systems princrples and (partly) productsp
2] Shared services . Best practice transfer and benchmarking
© Partner attractiveness - Rotation of personnel

Product Development

0 Sales presence

%’ Brand/Advertisement MTS operators mostly Nr. 1
‘E“ Local procurement players with largest scale
‘_3 Network / IT systems

3 G&A
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MTS Group Strategy —
Leverage experience in all market stages

MTC

MTS Group market experience portfolio

Raw Growth Managed Growth Profitable Growth

« Aggressive subscriber acquisition | aniiue subscrber acd) iition
Strategic 99 q ¢ Increase of product portfolio
* Network roll-out

Focus . Sales & Distribution built-up 6 o AUy
e Built-up retention measures

120% - —
Best Practice transfer
within MTS Group

100% - for all market stages .

80% A s

Penetration ’
(mid 2006) ’

60% - -

40% 4 4

20% A -

0%' (] ) )

Uzbekistan
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MTS Group outlook —
Well positioned for future intl. expansion

MTS Group set-up for future international expansion

Emerging markets experience International mobile group structures

= Experience in high customer growth & low = Personnel and Knowledge pool across
ARPU markets Group and country operators

= Strong track record of high operational and = Potential for leverage of scale and creation
financial margins in low GDP markets of synergies

= Proven ability to outperform acquisition = Operational group headquarter structures
business cases and processes

Best experiences and structures for successful value creation

in future growth markets inside and outside CIS




MTS Group outlook —
Ready for upcoming industry development

By “going Group” MTS takes the next step for scale and focus along the
future telecom industry development

: Balance/
100%—— Opening —. Scale Focus Alliance
90% Defense Electr. Ore Mining
Cigarette
0,
80 f) _________________________________________________ Distillers— - - _______ A
20% Aluminum Producers
’ Natural Gas Liquids Shipbuilding
0% Integrated Oil & Gas
. 0 ; Soft Drinks
Concentration . : _ Truck & Trailer Mfrs.
Degree* 500 onsunfggctronics Confectionary
& 45% ' Rubber & Tire Mfrs.
0% Steel Produ_cer integrat Automotive MITs.
() _ Food Retall Paper IT Software
R¥lroad  Restaurants & Fast Food /’D’ ewers
30% ; : rugs\Telecom Equipment Manuf.
Divers. Chemicals _a{omotive Supplier =t
. Airlines tilities
s s~ _Telecom .
Banks Media
10% anks
0,
0%10 5 0 5 10 15 20 25
Time
- Years -
* Measured as CR3 = Market share of the three largest companies of the total market based on database of 29,000 companies from A.T. Kearney VBG Study 1 5

Source: Thompson Financial data (end 2005); Value Building Growth Study A.T. Kearney 2005, MTS Analysis
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Thank you for your attention.
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