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FINANCIAL RESULTS FOR THE FOURTH QUARTER
AND FULL-YEAR ENDED DECEMBER 31, 2005

Moscow, Russian Federation � March 27, 2006 � Mobile TeleSystems OJSC (�MTS� - NYSE: MBT), the largest mobile phone operator in
Russia and the CIS, today announces its fourth quarter and full-year 2005(1) financial and operating results.

Financial Highlights

�  Consolidated revenues up 28.9% year-on-year to $5,011 million

�  Consolidated OIBDA(2) up 21.2% year-on-year to $2,539 million

�  Annual OIBDA margin of 50.7%

�  Consolidated net income up 14.0% year-on-year to $1,126 million

Operating Highlights

Edgar Filing: MOBILE TELESYSTEMS OJSC - Form 6-K

Operating Highlights 3



Edgar Filing: MOBILE TELESYSTEMS OJSC - Form 6-K

4



�  Consolidated subscriber base reached 58.2 million; almost 24 million new subscribers added during 2005

�  Strong growth in subscriber additions in the fourth quarter with 7.8 million new users

�  Number one position in terms of subscribers maintained in Russia, Belarus, Turkmenistan and Uzbekistan

�  Expansion of operations in the former Soviet Union (FSU)

�  Consolidated subscriber base of 60.3 million as of February 28, 2006

Financial Summary (Unaudited)
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US$ million

Q4
2005

Q4
2004

Change
Y-on-Y

FY
2005

FY
2004

Change
Y-on-Y

Revenues 1,332.7 1,079.7 23.4% 5,011.0 3,887.0 28.9%
Net operating income 362.7 272.9 32.9% 1,632.0 1,419.1 15.0%
Net operating margin 27.2% 25.3% � 32.6% 36.5% �
Net income 242.6 174.3 39.2% 1,126.4 987.9 14.0%
OIBDA 613.1 497.9 23.1% 2,539.1 2,094.8 21.2%
OIBDA margin 46.0% 46.1% � 50.7% 53.9% �

(1) Based on unaudited consolidated financial statements prepared in accordance with accounting principles generally accepted in the United
States of America (�US GAAP�).

(2) See Attachment A for definitions and reconciliation of OIBDA and OIBDA margin to their most directly comparable US GAAP financial
measures.
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Vassily Sidorov, President and CEO of MTS, commented:

�Our main goals in 2005 were to retain leadership, integrate the business and lay the foundation for strengthening the Company�s lead in
2006-2008. The latter included executing a number of crucial integration measures, such as the full-pledged rollout of a new management
system, migration of our pre-paid customers to a new billing platform, consolidation of our call centers and radical enhancement of customer
service quality and other key operational processes. These measures were successfully implemented.

�Our marketing initiatives of Q4 2005 and first quarter of this year have been geared at strengthening our customers� loyalty and, ultimately, the
stabilization and growth in ARPU.

�The growth of our top-line by $1.1bn in 2005 was unrivaled by anyone in our peer group.

�The geography of our business continued to expand in 2005. At the end of the year, we operated in 82 out of 86 regions for which we hold
licenses in Russia and, during the year, we expanded into Turkmenistan and Kyrgyzstan. These untapped markets offer great opportunities for
growth. At the same time, expansion carries the burden of additional risk, as represented by the events in Kyrgyzstan. I would like to reaffirm
our position on Bitel. We strongly believe that the seizure of Bitel�s offices was unlawful, and we will continue to defend our ownership title
through courts. Currently, we have no operational control over Bitel.

�There are a number of regulatory challenges to be faced in 2006, including Calling Party Pays (CPP), Mobile Number Portability (MNP) and
Mobile Virtual Network Operators (MVNOs). CPP is to be introduced on July 1, 2006, but the terms have yet to be determined by the
regulators. These terms may potentially have a negative effect on our profitability, as our revenues may decrease without a similar reduction in
associated costs.

�MTS remains committed to increasing shareholder value. In 2006 we will continue to focus on customer loyalty, revenue growth, operational
efficiency and combining investments in growth with increasing cash returns to our shareholders.�

Operating Overview

Market Growth
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2005 showed a healthy subscriber growth dynamic with strong additions in Russia and Ukraine. Mobile penetration(3) in the Company�s core
markets increased during the year from 51% to 87% in Russia and from 29% to 64% in Ukraine.

In particular, MTS� seasonal promotions during the New Year and Christmas holiday period led to a strong fourth quarter, with 7.8 million in
consolidated subscriber additions.

Subscriber Development

The Company added 24.0 million new customers during 2005 on a consolidated basis; its operations in Russia accounted for 17.7 million of the
subscriber intake.

In Q4 alone, the Company�s consolidated subscriber base increased by 7.8 million new subscribers, with its operations in Russia adding nearly
5.4 million net new subscribers.

The Company added a further 2.1 million new subscribers since the beginning of 2006, expanding its consolidated subscriber base to 60.3
million(4).

(3) The source for all market information in this press release is AC&M-Consulting.

2
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Business Expansion

MTS� operational regions in Russia increased from 76 in 2004 to 82 in 2005(5), with the majority added in the south of the country. In June
2005, MTS acquired BCTI, the leading mobile operator in Turkmenistan.

Market Share

The Company�s marketing and promotional activity during 2005, including a new image campaign in Russia, seasonal promotions and the launch
of a new set of tariffs, helped MTS to maintain a strong position in its markets of operations.

MTS� market share in the fourth quarter was at 35.1% in Russia, 44.5% in Ukraine, and 55.1% in Uzbekistan. MTS� unconsolidated joint venture
in Belarus had a market share of 51.6% at YE 2005.

Customer Segmentation

Mass-market subscribers continued to account for the majority of the subscriber growth in 2005. Subscriptions to MTS� pre-paid tariff plans
(Jeans in Russia, and Jeans and SIM-SIM in Ukraine) in 2005 accounted for 94% of gross additions in Russia and 95% in Ukraine.

At YE 2005, 88% of MTS� customers in Russia and 90% of its customers in Ukraine were signed up to pre-paid tariff plans, compared to 77%
and 86% respectively at YE 2004.

Key Operating Summary
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Q4 2005 Q3 2005 Q2 2005 Q1 2005 Q4 2004
Total consolidated subscribers, end of period (mln) 58.19 50.36 44.07 38.69 34.22
Russia 44.22 38.87 34.09 30.25 26.54
Ukraine 13.33 10.94 9.52 8.08 7.37
Uzbekistan 0.58 0.49 0.40 0.35 0.31
Turkmenistan 0.07 0.06 0.06 � �
MTS Belarus(6) 2.13 1.85 1.61 1.40 1.21
Russia
ARPU (US$)(7) 7.3 8.9 9.3 9.1 11.2
MOU (minutes) 123 130 134 138 164
Churn rate (%) 5.2 2.9 6.8 6.7 6.3
SAC per gross additional subscriber (US$) 19.8 18.6 18.4 18.2 19.4
Ukraine
ARPU (US$) 9.1 10.8 10.8 10.0 12.4
MOU (minutes) 120 132 118 130 127
Churn rate (%) 6.0 6.2 5.7 5.1 1.7(8)
SAC per gross additional subscriber (US$) 9.4 15.7 14.2 22.1 15.4

(4) As of February 28, 2006.

(5) Previously reported as 77 regions at YE 2004. As of December 1, 2005, there are now 88 territorial sub-divisions in Russia instead of 89,
after the merger of the Perm Region and the Komi-Permyak Autonomous District into the single Perm Territory.

(6) MTS owns a 49% stake in Mobile TeleSystems LLC, a mobile operator in Belarus, which is not consolidated.

(7) See Attachment C for definitions of ARPU, MOU, Churn and SAC.

(8) The significant decrease in the quarterly churn rate to 1.7% can be largely attributed to the adoption in Ukraine of the churn policy used by
MTS in Russia, whereby pre-paid customers are defined as churning after six months of inactivity, rather than the previous three month criteria.
Under the previous churn calculation, quarterly churn rate in Q4 2004 was at 7.2%.

3
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Russia
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�  Revenues up 21.6% year-on-year to $3,701 million(9); fourth quarter revenues up 16.5% year-on-year
to $954 million(10)

�  Net income increased by 1.6% year-on-year to $773 million; fourth quarter net income increased by
19.5% year-on-year to $152 million

�  OIBDA up 14.7% year-on-year to $1,877 million; fourth quarter OIBDA up 14.7% year-on-year to
$428 million

�  Full year OIBDA margin of 50.7%; fourth quarter OIBDA margin of 44.8%

MTS� average monthly minutes of usage per subscriber (MOU) in Russia decreased in the fourth quarter of 2005 to 123 minutes from 130
minutes in the third quarter (the fourth quarter is seasonally weak due to seasonal promotions and the addition of mass-market subscribers).
MOU of contract(11) subscribers increased from 309 minutes in Q3 to 348 minutes in Q4.

The average monthly service revenue per subscriber (ARPU) in Russia in the fourth quarter decreased sequentially to $7.3 from $8.9 in the third
quarter, in line with the decline in per subscriber usage. Annual ARPU in 2005 decreased to $8.4 from $12.2 in 2004.

Subscriber acquisition cost per gross additional subscriber (SAC) in Russia in the fourth quarter increased in Russia to $19.8 from $18.6 in the
third quarter due to seasonal advertising and marketing (a decline in annual SAC from $21.0 in 2004 to $18.8 in 2005).

The quarterly churn rate was 5.2% in the fourth quarter. The annual churn rate of 20.7% marked a reduction from 27.5% in 2004.

Ukraine
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�  Revenues up 44.4% year-on-year to $1,202 million(12); fourth quarter revenues up 37.4% year-on-year
to $338 million(13)

�  Net income increased 44.9% year-on-year to $324 million; fourth quarter net income up 89.4%
year-on-year to $82 million

�  OIBDA up 32.1% year-on-year to $585 million; fourth quarter OIBDA up by 36.5% year-on-year to
$157 million

�  Full-year OIBDA margin of 48.7%; fourth quarter OIBDA margin of 46.4%

MOU decreased sequentially in Ukraine in the fourth quarter to 120 minutes from 132 minutes in the third quarter as a result of seasonal
promotions, with the bulk of new subscribers added towards the end of the quarter. Annual MOU increased from 114 minutes in 2004 to 117
minutes in 2005.

(9) Excluding intercompany eliminations of $3.4 million.

(10) Excluding intercompany eliminations of $1.3 million.

(11) Subscribers signed to the �MTS� family of tariff plans.

(12) Excluding intercompany eliminations of $8.0 million.

(13) Excluding intercompany eliminations of $1.1 million.

4
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ARPU in Ukraine decreased to $9.1 in the fourth quarter from $10.8 in the third quarter due to the addition of mass-market subscribers and
seasonal promotions. ARPU in 2005 was $9.5 compared with $12.6 in 2004.

SAC in the fourth quarter of 2005 fell significantly to $9.4 from $15.7 in the third quarter largely reflecting the significant increase in net
additions, the vast majority of which were pre-paid subscribers that have a significantly lower SAC than contract subscribers. SAC for the full
year 2005 decreased to $13.8 from $18.6 in 2004 as a result of the Company�s successful efforts at reducing dealer commission and handset
subsidies costs.

Uzbekistan
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Revenues in Uzbekistan in the fourth quarter contributed $25.5 million to the Company�s consolidated revenues (up 52.7% y-o-y), $15.5 million
to its consolidated OIBDA (up 55.0% y-o-y) with an OIBDA margin of 60.6%, and $6.6 million to its consolidated net income (up 73.7%
y-o-y). Fourth quarter ARPU was $15.9, down from $18.3 in the previous quarter (annual ARPU at $16.2). Fourth quarter MOU was 450
minutes, an increase from 437 minutes in the previous quarter (annual MOU at 433 minutes).

Turkmenistan
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MTS� operations in Turkmenistan contributed $17.7 million to the Company�s consolidated revenues, $13.0 million to its consolidated OIBDA
(OIBDA margin of 73.7%), and $2.0 million to its consolidated net income in the fourth quarter. Fourth quarter ARPU was at $88.4, a decrease
from $89.0 in the previous quarter.

Financial Position
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Full year cash expenditure on property, plant and equipment amounted to $1,758.0 million, of which $1,145.4 million was invested in Russia,
$571.1 million in Ukraine, and $40.0 million in Uzbekistan. MTS� expenditure on property, plant and equipment in the fourth quarter totaled
$611.6 million, of which $328.9 million was invested in Russia, $267.5 million in Ukraine, and $13.7 million in Uzbekistan.

Cash expenditure on intangible assets during the year amounted to $423.4 million ($302.5 million in Russia, $104.6 million in Ukraine and
$16.3 million in Uzbekistan). MTS spent $196.7 million on the purchase of intangible assets during the fourth quarter ($136.0 million in Russia,
$56.3 million in Ukraine and $4.4 million in Uzbekistan).

In line with the Company�s strategy to expand the geography of its operations, MTS continued to consolidate its operations in Russia and acquire
operators in other countries. The Company spent $178.9 million (net of cash in acquired companies) on acquisitions during the year, comprised
of $138.1 million in the regions of Russia and $40.8 million on acquiring the business in Turkmenistan. Of the total acquisition expenditures in
2005, $141.0 million was spent in the fourth quarter.

As of December 31, 2005, MTS� total debt(14) was at $2.85 billion, resulting in a ratio of total debt to OIBDA of 1.1 times, compared to 0.9
times in 2004. The Company�s cash and cash equivalents amounted to $78.3 million at the end of 2005 and net debt amounted to $2.74 billion.

***

(14) Total debt is comprised of the current portion of debt, current capital lease obligations, long-term debt and long-term capital lease
obligations; net debt is the difference between the total debt and cash and cash equivalents and short-term investments; see Attachment B for
reconciliation of net debt to our consolidated balance sheet.
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For further information contact:

Mobile TeleSystems, Moscow
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Investor Relations Department tel: +7 495 223-20-25
e-mail: ir@mts.ru

***

Mobile TeleSystems OJSC (�MTS�) is the largest mobile phone operator in Russia and the CIS. Together with its subsidiaries, the Company
services over 60.31 million subscribers. The regions of Russia, as well as Belarus, Turkmenistan, Ukraine, and Uzbekistan, in which MTS and
its associates and subsidiaries are licensed to provide GSM services, have a total population of approximately 233.1 million. Since June 2000,
MTS� Level 3 ADRs have been listed on the New York Stock Exchange (ticker symbol MBT). Additional information about MTS can be found
on MTS� website at www.mtsgsm.com.

***

Some of the information in this press release may contain projections or other forward-looking statements regarding future events or the future
financial performance of MTS, as defined in the safe harbor provisions of the U.S. Private Securities Litigation Reform Act of 1995. You can
identify forward looking statements by terms such as �expect,� �believe,� �anticipate,� �estimate,� �intend,� �will,� �could,� �may� or �might,� and the negative of
such terms or other similar expressions. We wish to caution you that these statements are only predictions and that actual events or results may
differ materially. We do not intend to update these statements to reflect events and circumstances occurring after the date hereof or to reflect the
occurrence of unanticipated events. We refer you to the documents MTS files from time to time with the U.S. Securities and Exchange
Commission, specifically the Company�s most recent Form 20-F. These documents contain and identify important factors, including those
contained in the section captioned �Risk Factors� that could cause the actual results to differ materially from those contained in our projections or
forward-looking statements, including, among others, potential fluctuations in quarterly results, our competitive environment, dependence on
new service development and tariff structures, rapid technological and market change, acquisition strategy, risks associated with
telecommunications infrastructure, risks associated with operating in Russia, volatility of stock price, financial risk management and future
growth subject to risks.

***
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Attachments to the Fourth Quarter and Full-Year 2005 Earnings Press Release
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Attachment A
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Non-GAAP financial measures. This press release includes financial information prepared in accordance with accounting principles generally
accepted in the United States of America, or US GAAP, as well as other financial measures referred to as non-GAAP. The non-GAAP financial
measures should be considered in addition to, but not as a substitute for, the information prepared in accordance with US GAAP.

Operating Income Before Depreciation and Amortization (OIBDA) and OIBDA margin. OIBDA represents operating income before
depreciation and amortization. OIBDA margin is defined as OIBDA as a percentage of our net revenues. Our OIBDA may not be similar to
OIBDA measures of other companies; is not a measurement under accounting principles generally accepted in the United States and should be
considered in addition to, but not as a substitute for, the information contained in our consolidated statement of operations. We believe that
OIBDA provides useful information to investors because it is an indicator of the strength and performance of our ongoing business operations,
including our ability to fund discretionary spending such as capital expenditures, acquisitions of mobile operators and other investments and our
ability to incur and service debt. While depreciation and amortization are considered operating costs under generally accepted accounting
principles, these expenses primarily represent the non-cash current period allocation of costs associated with long-lived assets acquired or
constructed in prior periods. Our OIBDA calculation is commonly used as one of the bases for investors, analysts and credit rating agencies to
evaluate and compare the periodic and future operating performance and value of companies within the wireless telecommunications industry.
OIBDA can be reconciled to our consolidated statements of operations as follows:

US$ million Q4 2005 Q4 2004 FY 2005 FY 2004
Operating income 362.7 272.9 1,632.0 1,419.1
Add: depreciation and amortization 250.4 225.0 907.1 675.7
OIBDA 613.1 497.9 2,539.1 2,094.8

Q4 2005
US$ million Russia Ukraine Uzbekistan Turkmenistan
Operating income 233.5 115.3 8.3 5.5
Add: depreciation and amortization 194.4 41.4 7.2 7.5
OIBDA 427.9 156.7 15.5 13.0

7
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Q4 2004
US$ million Russia Ukraine Uzbekistan Turkmenistan
Operating income 195.9 72.5 4.4 n/a
Add: depreciation and amortization 177.1 42.3 5.6 n/a
OIBDA 373.0 114.8 10.0 n/a

FY 2005
US$ million Russia Ukraine Uzbekistan Turkmenistan(15)
Operating income 1,153.5 431.3 30.0 17.2
Add: depreciation and amortization 723.0 153.8 22.4 7.9
OIBDA 1,876.5 585.1 52.4 25.1

FY 2004
US$ million Russia Ukraine Uzbekistan Turkmenistan
Operating income 1,096.4 318.3 4.4 n/a
Add: depreciation and amortization 540.2 124.5 11.0 n/a
OIBDA 1,636.6 442.8 15.4 n/a

OIBDA margin can be reconciled to our operating margin as follows:

Q4 2005 Q4 2004 FY 2005 FY 2004
Operating margin 27.2% 25.3% 32.6% 36.5%
Add: depreciation and amortization as a percentage of revenue 18.8% 20.8% 18.1% 17.4%
OIBDA margin 46.0% 46.1% 50.7% 53.9%

(15) Six-months operations consolidated for FY 2005.
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Q4 2005
US$ million Russia Ukraine Uzbekistan Turkmenistan
Operating margin 24.4% 34.1% 32.4% 31.3%
Add: depreciation and amortization as a percentage of
revenue 20.4% 12.3% 28.2% 42.4%
OIBDA margin 44.8% 46.4% 60.6% 73.7%

Q4 2004
US$ million Russia Ukraine Uzbekistan Turkmenistan
Operating margin 24.0% 29.5% 26.5% n/a
Add: depreciation and amortization as a percentage of
revenue 21.7% 17.2% 33.6% n/a
OIBDA margin 45.7% 46.7% 60.1% n/a

FY 2005
US$ million Russia Ukraine Uzbekistan Turkmenistan
Operating margin 31.2% 35.9% 34.7% 51.4%
Add: depreciation and amortization as a percentage of
revenue 19.5% 12.8% 25.9% 23.6%
OIBDA margin 50.7% 48.7% 60.6% 75.0%

FY 2004
US$ million Russia Ukraine Uzbekistan Turkmenistan
Operating margin 36.0% 38.2% 16.6% n/a
Add: depreciation and amortization as a percentage of
revenue 17.7% 15.0% 41.1% n/a
OIBDA margin 53.7% 53.2% 57.7% n/a

***
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Attachment B

Net debt can be reconciled to our consolidated balance sheets as follows:

US$ million

As of
December 31,

2005

As of
December 31,

2004
Current portion of debt and of capital lease obligations 768.7 379.4
Long-term debt 2,079.0 1,553.8
Capital lease obligations 2.9 3.9
Total debt 2,850.6 1,937.1
Less: 
Cash and cash equivalents (78.3) (274.2)
Short-term investments (28.1) (73.4)
Net debt 2,744.2 1,589.5

***

Attachment C

Definitions
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Subscriber. We define a �subscriber� as an individual or organization whose account shows chargeable activity within
sixty one days, or one hundred and eighty three days in the case of our Jeans brand tariff, and whose account does not
have a negative balance for more than this period.

Average monthly service revenue per subscriber (ARPU). We calculate our average monthly service revenue per subscriber by
dividing our service revenues for a given period, including guest roaming fees, by the average number of our
subscribers during that period and dividing by the number of months in that period.

Average monthly minutes of usage per subscriber (MOU). MOU is calculated by dividing the total number of minutes of usage
during a given period by the average number of our subscribers during the period and dividing by the number of
months in that period.

Churn. We define our �churn� as the total number of subscribers who cease to be a �subscriber� as defined above during the
period (whether involuntarily due to non-payment or voluntarily, at such subscriber�s request), expressed as a
percentage of the average number of our subscribers during that period.

Subscriber acquisition cost (SAC). We define SAC as total sales and marketing expenses and handset subsidies for a given
period. Sales and marketing expenses include advertising expenses and commissions to dealers. SAC per gross
additional subscriber is calculated by dividing SAC during a given period by the total number of gross subscribers
added by us during the period.

***
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MOBILE TELESYSTEMS

CONDENSED UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE MONTHS AND THE YEARS ENDED DECEMBER 31, 2005 AND 2004

(Amounts in thousands of U.S. dollars, except share and per share amounts)

Three months ended Three months ended Year ended Year ended
December 31, 2005 December 31, 2004 December 31, 2005 December 31, 2004

Net operating revenue
Service revenue and connection fees 1 310 202 1 058 718 4 942 288 3 800 271
Sales of handsets and accessories 22 492 20 938 68 730 86 723

1 332 694 1 079 656 5 011 018 3 886 994
Operating expenses
Cost of services 198 117 145 617 732 867 481 097
Cost of handsets and accessories 83 525 69 318 254 606 218 590
Sales and marketing expenses 192 289 162 582 608 092 460 983
General and administrative expenses 206 308 186 132 758 729 575 296
Depreciation and amortization 250 472 224 987 907 113 675 729
Provision for doubtful accounts 14 089 9 030 50 407 26 459
Other operating expenses 25 228 9 109 67 173 29 777

Net operating income 362 666 272 881 1 632 031 1 419 063

Currency exchange and translation losses
(gains) (5 239) (3 882) (10 319) (6 529)

Other expense (income):
Interest income (2 727) (3 214) (24 828) (21 792)
Interest expenses 38 385 29 128 132 474 107 956
Other expense (income) (8 170) (11 451) (29 150) (33 456)
Total other expense (income), net 27 488 14 463 78 496 52 708
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