CTC Media, Inc.

Risk Factors
(asfiled with the U.S. SEC within quarterly report on form 10-Q on May 7, 2009)

Risksrelating to our business and industry

Decreases in the value of the Russian ruble as compared to the US dollar that have resulted from the
current economic instability in Russia have negatively impacted our reported revenues and operating
results. If the exchange rate between the ruble and the US dollar continues to depreciate, our revenues
and our operating results, both asreported in US dollars, will be adversely affected.

Although our reporting currency is the US dollag generate almost all of our revenues through
the sale of advertising, which in Russia is solidhgrily in rubles. The ruble is also the functiowakrency
of our principal operating subsidiaries. As a resaur reported revenues and results of operatavas
impacted by fluctuations in the exchange rate betwtbe US dollar and the Russian ruble. In Aug0882
the value of the Russian ruble began to depreagaast the US dollar. During the first quarte2609, the
ruble depreciated approximately 13.6% against tiSeddllar. This depreciation had a material negative
impact on our reported results of operations fo pleriod.

Additionally, given that substantially all of ougvenues are generated in rubles, we face exchange
rate risk relating to payments that we must makeumencies other than the ruble. We generally foay
non-Russian produced programming in US dollars.ddeer, as of March 31, 2009 we had $91.5 million in
outstanding principal and accrued interest under @redit Facility Agreement. The Credit Facility
Agreement is denominated in US dollars and theeefae must pay principal and interest payments en th
loan in US dollars. In October 2008, we entered iatforeign exchange forward contract to reduce our
foreign exchange risk related to approximately bal-of the currently outstanding principal amoohthis
term loan. We have not entered into any arrangesrerreduce the foreign exchange risk with respetite
remaining principal amount. In addition, under teems of the Credit Facility Agreement, as amenahes,
must comply with certain covenants, including aafioial covenant that requires us to maintain aitlea
$400 million in stockholders’ equity. If the valu# the ruble significantly depreciates, we may fail
comply with this minimum stockholder equity covetawhich could lead to acceleration of our debt
obligations under the Credit Facility Agreemente Skem 2. Management’'s Discussion and Analysis of
Financial Condition and Results of Operations—QrEdctility Agreement”.

If the exchange rate between the ruble and the &Ji&rccontinues to depreciate, our revenues and
operating results for 2009, as reported in US daliaill be adversely affected.

We derive almost all of our revenues from the sale of advertising, which is sensitive to broader economic
conditions. Our revenues may substantially decrease if the current economic instability in Russia and
certain of the other CIS countries in which we operate continues or if those economies deteriorate
further.

We generate substantially all of our revenues fradvertising. In general, expenditures by
advertisers tend to be cyclical, reflecting ovemtlonomic conditions and buying patterns. Since the
introduction of commercial television advertising Russia following the fall of the Soviet Union,
advertising spending has fluctuated substantigi@nerally increasing during periods of economicwngho
and decreasing during downturns. For example, igu&ti1998 the Russian government defaulted onicerta
of its outstanding financial obligations and thental Bank of Russia stopped its support of thdeub
leading to a steep devaluation. During the ensair@nomic crisis, total spending on television atisielg
in Russia declined significantly, falling from aeperisis high of $550 million in 1997 to a low of
$190 million in 1999. Economic recovery followiniget crisis was slow, and spending on Russian tétevis
advertising did not exceed the 1997 figure in U8adderms until 2002. As a result, our revenueslided
significantly after the 1998 economic crisis.

In the past few years, the Russian economy hadiatiipositive trends, such as an increase in
gross domestic product and a stable and strengtipesurrency. During these years, total spending on
television advertising increased significantly,reesing from $2,330 million in 2005, to $3,160 mifl in
2006, to $4,397 million in 2007 and further to $H5nillion in 2008. Recently, however, Russia, likany
other countries, has experienced economic instbilihis instability has been characterized by eept
decline in the value of shares traded on its stoahanges, devaluation of its currency, accelegatapital
flight and a forecasted decline in gross domestadpct in 2009. As a result of the current economic



instability total television advertising spending Russia was adversely affected which, in turneceasbly
affected our operating results for the first quaae2009. The continuing global credit crisis ahd related
turmoil in the global financial system may contintee have a material negative impact on the Russian
economy. Additionally, because Russia produces expbrts large amounts of oil, its economy is
particularly vulnerable to fluctuations in the mriof oil on the world market and recent decreases i
international oil prices have adversely affected aray continue to adversely affect its economy.

Like Russia, Kazakhstan has also been experienecanomic instability. As a result, total
television advertising spending in the first quadE2009 was negatively impacted and advertispensging
for the reminder of 2009 could continue to be adelr affected. Moreover, during the three monthdeen
March 31, 2009, the Kazakh tenge depreciated appetzly 20.2% against the US dollar. A reduction in
advertising spending in Kazakhstan and further deNion of the tenge will negatively impact our ogiing
results.

A reduction in our audience share and ratings would likely result in a reduction in our advertising
revenues.

The level of advertising revenues that we recesvéiriectly tied to our audience share and ratings.
If our audience share or ratings were to fall asesult, for example, of competitive pressures, the
underperformance of key programs, the failure twevelicenses, or a change in the method of meagurin
television audiences, this would likely result imaterial decrease in our advertising revenuepatticular,
from time to time we air one or two “hit” seriesrthg primetime that contribute disproportionatetyaur
overall audience share, resulting in an overallienze share that we may not be able to sustain thate
“hit” series is discontinued or loses popularityoifdover, because we continue to rely on third-party
production companies for a large portion of ourgpamnming and our programming library is not as
extensive as some of our competitors, we may bélant quickly substitute new programming for
underperforming programming. If we do not consi{eselect programs or obtain rights to progranat th
achieve particularly high audience shares in keyetslots, our overall audience share and, theretane
revenues will be adversely affected.

We rely on a single television advertising sales house for substantially all of our revenues, and therefore
our operating results could be materially adversely affected if our relationship with this sales house were
to deteriorate or if it were to fail to sell advertising on our behalf effectively.

National television advertising in Russia and otB¢% countries is generally not placed directly
with broadcasters. In Russia, Video Internationahtmls the placement of a large portion of nationa
television advertising. Video International curtgrelso places local advertising for local telegisistations.
Video International has served as our exclusivesshbuse for the placement of national advertismghe
CTC Network since 1999 and on the Domashny Netwarke its launch in March 2005. In January 2006,
Video International began acting as the exclusiaéess house for the placement of local television
advertising for substantially all of the stationsour Television Station Groups. Video Internaticadao acts
as the exclusive sales house for the placementwarising on the DTV Network in Russia and Charstel
in Kazakhstan, both of which we acquired in 2008.

Revenues sold through Video International accoufdedpproximately 95% of our total operating
revenues in 2007 and approximately 96% in 2008. [Ehgth of our agreements with Video International
vary, with the agreements relating to our Domasiimy DTV Networks and DTV Television Station Group
expiring at the end of December 2009, the agreesmretdting to our CTC and Domashny Television Siati
Groups expiring at the end of December 2010 andagimieement relating to our CTC Network expiring at
the end of December 2012. In Kazakhstan, we hasgeement with Video International for the placame
of advertising on our Channel 31 expiring at thd ehDecember 2010.

For CTC, Domashny and Channel 31 the agreementgemerally terminable upon 180 days’
notice by either party. For DTV, the agreements garerally terminable upon 90 days’ notice by eithe
party. We cannot guarantee that the Video Intesnati agreements will not be terminated prior to the
scheduled expiration, or that if they are termidates will be able to conclude replacement agreesntatt
provide us with the same level of advertising rexemnor other benefits as the current agreements.

Video International, typically in consultation witls, determines advertising prices, agrees the
terms of sales contracts between it and advertasisoversees the collection of advertising saesnue.
Video International typically consults with us oangral budgeting matters, including average sepinces,
the total number of gross rating points (GRPs) etqubover the year, the allocation of GRPs acitusgy¢ar
and similar matters. Our agreements with Videorh@tonal require it to forward payment to us withi



three business days of its receipt of funds fromedisers. However, we do not have any direct inptat
the evaluation of the creditworthiness of potentialw advertisers or direct control over collectioh
advertising sales revenues, and Video Internaticoald act unilaterally should it choose to do swew
setting advertising prices and allocating GRPs.|8\Wwe bear the credit risk associated with anyfailby
an advertiser to make payment, under the termsiohetwork’s agreements Video International guaesit
the payment of any unpaid debt of advertising tfi¢a the extent that such debt has been outstficirat
least 180 days and exceeds, in the aggregate, (0080hetwork’s gross advertising revenues foryibar.
Under the terms of the CTC and Domashny Televisstation Group agreements, Video International
guarantees any unpaid debt that has been outstpfatiomore than 90 days after the end of the mamth
which the related advertising was broadcast andeds; in aggregate, 0.05% of a station’s advegtisaies
for such month. This guarantee is not applicabliénevent of a material downturn in the Russiaamemy,
defined as a default on, or a significant delap@iyment of sovereign debt by the Russian governnaent
downgrade in Russia’s sovereign credit rating tlgn8ard & Poor’s to D or below or the foreign exa@n
market for the trading of rubles into US dollarskarros ceasing to operate for longer than 90 catisec
calendar days. The current economic instabilitiRirssia may affect the creditworthiness of advasisk
Video International were to sell to non-creditwgrtbustomers and fail or not be obligated to horsr i
guarantee, fail to successfully collect advertissages revenues or act unilaterally when settingiging
prices or allocating GRPs, our inability to dirgctlontrol the process and limited provisions forawrse
could have a material adverse effect on our busjrig®ncial condition and results of operations.

The Russian Federal Anti-monopoly Service has plybihdicated on several occasions in the past,
including in 2006, that it intends to regulate \bdmternational as a monopoly with a dominant marke
position or to require the establishment of a publichange for the sale of advertising; we areamatre of
any specific plans to initiate any such effortsaay particular time. If the Federal Anti-monopolgréice
were to do so, under applicable anti-monopoly latien it could impose various restrictions on \bde
International and its activities, including forcdiyestitures of companies within the group. Sudioas by
the Federal Anti-monopoly Service, if implementeduld disrupt Video International’s ability to eftévely
place our advertising, which in turn could have @tarial adverse effect on our business, finan@abiion
and results of operations.

Early termination of our agreements with Video inagional, their inability or failure to continue
to forward advertising fees to us, their failureatthieve targeted levels of advertising sales tometworks
and our owned-and-operated stations and any otharption in our relationship with Video Internata
would likely have a material adverse effect on lousiness, financial condition and results of openat

Video International has generally failed to med¢s@&xpectations for a majority of our owned-and-
operated stations during 2007 and 2008. We anteiiat the economic instability in Russia is likéb
have a greater adverse affect on local sales aparahto national sales. If Video Internationaltoures to
fail to meet sales expectations, our results ofratns will be materially adversely affected. Foore
information on our agreements with Video Internadilp see “ltem 7. Management’'s Discussion and
Analysis of Financial Condition and Results of Ggiems—Our Agreements with Video International”.

In the fourth quarter of 2008, we recorded a significant noncash impairment loss related to intangible
assets and goodwill acquired in connection with acquisitions completed in 2008. Our reported net income
for 2008 was materially adversely affected by this impairment loss. As a result of a continuation or
worsening of the current economic instability or for other reasons, we may determine that these acquired
assets are further impaired or we may determine that other assets that we hold are impaired, which would
require usto record additional impairment losses that would adversely impact our net income.

We have assets recorded on our consolidated bakdrest, such as broadcasting licenses, trade
names and goodwill, that have indefinite lives agresent a significant portion of our total assBecause
these assets have indefinite lives, we do not ameothem but instead perform impairment tests @amth
annually or when events or changes in circumstaimztbsate that the carrying value of the assets naty
be recoverable. If we determine that our estimatbecurrent value of an asset is below the rezncalue
of that asset on our balance sheet, we record paiiment loss for the difference.

In 2008, we recorded a noncash impairment loss lbat a net effect on our net income of
$153.7 million. This loss related to intangible etssand goodwill that we acquired in connectionhwit
acquisitions completed in 2008, including broadaoasticenses of DTV Television Station Group, trade
names of DTV Network, broadcasting licenses anddwgdlb of Channel 31 in Kazakhstan, and the
broadcasting license of our broadcasting group atdiglva. As a result of a continuation or worserifighe
current economic instability or for other reasows, may determine that these acquired assets aresifur
impaired or we may determine that other assetswhatold are impaired, which would require us tcore



additional impairment losses that would adversedgact our net income. In addition, under the teofrthe
Credit Facility Agreement, as amended, we must dpmagth certain covenants, including a financial
covenant that requires us to maintain at least $4ididn in stockholders’ equity. If we would beqaired

to record an additional impairment loss, we may faicomply with this minimum stockholder equity
covenant, which could lead to acceleration of aelstcbbligations under the Credit Facility Agreeme3dge
“Iltem 2. Management’s Discussion and Analysis afalficial Condition and Results of Operations—Credit
Facility Agreement”.

A changein the method of measuring television audiences could reduce our audience share and ratings.

The system of audience measurement has been aydiviRussia as the advertising market has
matured and in response to changing Russian deplugsa From January 1, 2009, the audience
measurement system in Russia was modified in regptman updated census that demonstrated changes i
Russia’s demographics. This census showed thaethtive percentage of children, particularly tegea,
in the overall population decreased significanthg do the effect of a material drop in the birtteria Russia
from 1990 to 1995. We currently estimate that thedification in the audience measurement system
decreases CTC's target audience share by up tpe@céntage points, which negatively effects CTC’s
advertising revenues.

Starting from July 2009, TNS Gallup Media, whichaseres television audience size in Russia
will weight the panel of the 65 measured citieselolasn broadcasters’ technical penetration in ataggoup
of 134 cities. Following this change, our audiesbare could be negatively affected if we were telan
affiliate in one of those additional 69 cities,ibour technical penetration in those additionailes would be
lower than our average technical penetration.

When changes to the system of audience measuremcent, we attempt to take steps when
possible in respect of our programming and distidouto counteract the effects of such changescivaot
ensure you that these steps or any further changhe measurement systems will not result in aetese in
our audience share and therefore a material decneasr advertising revenues.

Newly adopted restrictions on direct or indirect foreign ownership of Russian television companies could
limit our ability to grow our business through acquisitions.

In May 2008, the law “On foreign investments in eemic entities that have strategic importance
for defense and security of the state” (the “Owhigrd.aw”) came into effect in Russia. The Ownership
Law imposes restrictions on direct or indirect rRussian ownership in “strategically important” isthies,
including television broadcasters that broadcastaoe than 50% of the population of a relevant tirent
entity of the Russian Federation. Among other thjrthe Ownership Law requires prior approval fréma t
Commission for Control Over Foreign Investmentg] aotentially from the Federal Security Bureau, for
the acquisition by a non-Russian entity of an idgerabove a certain ownership threshold in a cognpan
operating in a strategically significant sectorisltanticipated that such approval will generabyguire at
least six months.

The Ownership Law contains a “grandfathering” psoi with respect to pre-existing holdings in
affected companies that requires notification aftspre-existing holdings but no approval requireméve
therefore believe that neither CTC Media’'s owngrsbi its Russian operating subsidiaries, nor the
ownership of shares of CTC Media by non-Russiaok$tolders, will violate the Ownership Law or requir
any approval. We do believe, however, that we bélirequired to obtain approval under the Ownerkhip
for any acquisition of an affiliate television stat that broadcasts to more than 50% of the poioulaif a
relevant constituent entity of the Russian Fedenator any acquisition of another network. Suchrapal
process is likely to be time-consuming and mayrig avent ultimately result in a rejection of a poepd
transaction. As a result, we may lose out on adprisopportunities to competitors, and our abilibdygrow
our business through acquisitions in Russia maylilnéed. Even if the authorities approve such a
transaction, they may do so subject to conditi@yarding the operation of the company—including, fo
example, the composition of its management—that eyt our effective control and operational
flexibility.



Restrictions on foreign involvement in the television business in Russia could potentially be amended or
interpreted in such a way as to result in our loss of necessary licenses or to require us to divest majority
control of our Russian operating subsidiaries.

In addition to the Ownership Law discussed aboke,law “On Mass Media” (the “Mass Media
Law") also restricts direct (but not indirect) fagge involvement in Russian television businessedoing
adoption of these provisions in 2002, we implem@rgeestructuring plan pursuant to which we created
holding company structure and reduced CTC Mediatsctlownership in CTC and each of our owned-and-
operated stations below 50%. CTC Media’s directenship of Domashny and the DTV Group, which were
acquired subsequent to the adoption of these c#strs, is also below 50%. This restructuring was
completed prior to the August 2002 deadline witkpezt to all entities in our group, other than GUiC-
Moscow station; the restructuring of the ownersbipthat station was completed in December 2002. To
date, no Russian governmental authorities haventake action against our CTC-Moscow station for its
failure to comply with the restrictions on foreiggal ownership by the deadline. Because CTC Mddés
not broadcast or distribute television programmiimghe Russian Federation, we believe that CTC Kledi
itself does not fall under the definition of a “fuder of a television or video program” for purposéshe
Mass Media Law, and that CTC Media does not vidlageforeign involvement restrictions of that law.

The Mass Media Law could in the future be interpadeby the Russian governmental authorities or
a court to extend to, and to prohibit, indirecteign ownership of or control over Russian broadwasdf
television or video programs. In addition, the Ovedp Law described above could be implemented or
interpreted to apply in some respects to foreigdihgs existing at the time of adoption of the laweither
case, it is possible that the Russian governmeuithlorities could suspend or revoke broadcastoensies
or permits held by our networks and our owned-aperated stations, or fail to renew any such licenke
any law were to be adopted or interpreted to wsinidirect foreign ownership and control of Russia
television broadcasters, and did not contain aridfaher” clause with respect to existing holdinG3,C
Media could be obliged to restructure its groumider to comply with such requirements, including b
divesting a controlling stake in our networks ang owned-and-operated stations. If we failed to jglynm
a timely manner, the authorities could suspendyke\or fail to renew broadcasting licenses or pesiméld
by our networks or our owned-and-operated stationgould take other actions against us that ctmid
our ability to operate.

Restrictions on foreign involvement in the television business in Kazakhstan could be amended or
interpreted in such a way asto result in our loss of necessary licenses or to require us to divest control of
our Kazakh operating subsidiaries.

The Mass Media Law in Kazakhstan restricts dirext mdirect foreign ownership of any Kazakh
television broadcaster to no more than 20%. In katyr 2008, we acquired a 20% interest in the Kazakh
television broadcast company Channel 31, and ésitall two subsidiaries that provide the programming
content and advertising sales functions to ChaBdebn an exclusive basis (together, the “Channel 31
Group”). Together, these interests provide us &ith0% economic interest in the Channel 31 Group as
whole. If the existing 20% limit were to be integped to restrict effective or economic controlheatthan
just direct ownership, or if the law were to be mipad or interpreted to impose further restrictiamns
limitations on foreign ownership of Kazakh telewisibroadcasters, we could be obliged to restrughise
group in order to comply with such requirementsauld be required to divest all or a portion of mierest
in the Channel 31 Group. If we failed to complyaitimely manner, the authorities could suspencooke
Channel 31's broadcasting licenses or could takeroactions that could limit our ability to operdte
Channel 31 Group.

We completed several significant acquisitionsin 2008 and continue to seek opportunities to acquire other
stations, networks, production companies and other complementary media companies. We may encounter
difficulties integrating our recently acquired businesses and if we fail to identify additional suitable
targets our growth may be impeded.

We completed several significant acquisitions ir00including the acquisition of our third
national Russian network, DTV; the acquisition ofmajority economic interest in the Kazakh network
Channel 31; the acquisition of a majority economierest in a broadcasting group in Moldova; angl th
acquisition of two Russian production companiesst@iim and Soho Media. While these acquisitions
represent important achievements in our growthtegdsa the integration of these businesses and any
additional businesses pose significant risks toexisting operations, including:

« additional and significant demands placed onsamior management, who are also responsible
for managing our existing operations;



e increased overall operating complexity of ouribass, requiring greater personnel and other
resources;

« difficulties of expanding beyond our core expsgfi
« significant initial cash expenditures to acquirel integrate new businesses;

e contingent liabilities associated with acquiratsinesses, especially in the markets where we
operate; and

« incurrence of debt to finance acquisitions arghldebt service costs related thereto.

Additionally, the integration of new businesses rbaydifficult for a variety of reasons, including
differing cultures or management styles, legalrie&ins in the target’s jurisdiction, poor targetords or
internal controls and an inability to establish ttohover cash flows. Furthermore, even if we arecessful
in integrating new businesses, expected synergidscast savings may not materialize, resultingoindr
than expected profit margins.

As part of our growth strategy, we intend to coméirto evaluate potential acquisitions that we
believe are commercially attractive in light of therrent economic environment. As a US public camypa
we are subject to securities laws and regulati@egiiring that we file with the SEC audited histatic
financial statements for businesses we acquire gke¢ed certain materiality thresholds. Given fgiain
reporting practices in Russia and other CIS coestrsuch financial statements are often not readily
available or not capable of being audited to th@dards required by US securities regulations. Aesalt,
we may be prevented from pursuing acquisition ofymities that our competitors and other financiad a
strategic investors are able to pursue.

A change in Russian law further limiting the amount of advertising time permitted on television could
materially adversely affect our results of operations.

Current Russian law limits the amount of time thdiroadcaster may devote to advertising to no
more than 15% of any broadcasting hour. This cadieritation on advertising is the result of legisbn
introduced in early 2006 that provided for a stagediiction in the amount of advertising permittecbe
aired by Russian broadcasters, with the secondfiaatl staged reduction becoming effective January 1
2008. From time to time, there are discussionshe Russian government regarding imposing additional
restrictions on television advertising, such asitling the types of products that may be advertised
requiring channels to devote more broadcast tim@ublic service announcements. If legislation were
introduced to further limit our ability to broadtgsaid advertising, we cannot guarantee that irsagan
advertising prices, if any, or any other steps veailel be able to take to mitigate the impact of sfucther
limitation would be sufficient to compensate foe floss of advertising time.

If free-to-air television does not continue to constitute a significant advertising forum in Russia, our
revenues could be materially reduced.

We generate substantially all our revenues fromstie of television advertising in Russia, which
constituted approximately half of advertising exgitures in Russia in 2008, having increased frofb 28
1999. In the broader advertising market, televisiompetes with various other advertising mediahsag
print, radio, the internet and outdoor advertisikighile television currently constitutes the sindgegest
component of all advertising spending in Russiadglen be no assurance that television will mainiizsi
current position among advertising media or thangfes in the regulatory environment will not faetier
advertising media or other television broadcasteseases in competition arising from the develeptof
new forms of advertising media could have an adveféect on our ability to maintain and develop our
advertising revenues and, as a result, on our teesill operations. Television viewership is gengrall
declining in Russia. That decline is more pronodnage our networks’ target demographics. Continued
decline in the appeal of television generally andparticular, in our key demographics, whethenassult
of the growth in popularity of other forms of mediaother forms of entertainment, could adverséigca
the attractiveness of television as an advertisiegium, which, in turn, could have a material adeezffect
on our results of operations.



Competition for quality programming in Russia is intense and our failure to secure a steady supply of
popular programming may negatively affect our audience share, which in turn could have a material
adverse affect on our results of operations.

Our ability to attract and retain viewers dependmarily on our success in offering programming
that appeals to our target audiences. Russian vipregderences have been changing in recent yedits, w
increasing demand for programming produced in RwsEhere is currently a limited supply of Russian-
produced programming and strong competition amdmg Russian networks and channels for such
programming, as well as popular foreign programming

If we are unable to secure a steady supply of biggiity programming, or if we fail to anticipate,
identify or react appropriately to changes in Raissriewer tastes by providing appropriate programgmi
our audience share could be negatively affectedchwivould adversely affect our advertising revenues
Moreover, if any of the programming we license omenission does not achieve the audience shareslevel
we anticipate, we may be required to write-offalla portion of the carrying cost of such programgnior
we could be forced to broadcast more expensiveranagiing to maintain audience share, either of which
could have a material adverse impact on our resfilbperations.

The loss of licenses, or the failure to comply with the terms of licenses, could have an adverse affect on
our business.

All broadcast television stations in Russia areuneg to have broadcast and other operating
licenses, which generally have renewable termsvef years. Only a limited number of such licenses a
available in each locality. In addition, Russianvlaould be interpreted as requiring cable televisio
operators to have broadcast and other operatiegdes for each of the channels or networks theina
on their cable systems. Most of the independenedatevision operators that currently carry outwaeks
do not possess such licenses. The issuance ofreséicas well as the terms and conditions of amndie,
are often subject to the exercise of broad dismndiy governmental authorities.

The broadcast licenses of our affiliate statiorso atontain various restrictions and obligations,
including requirements with respect to the minimamount of Russian-produced programming (usually
requiring at least 50%) as well as locally-produpealgramming. Our affiliates have not always beefull
compliance with all requirements of their licensesbtained all the licenses necessary for brodiacadf
the terms of a license are not fulfilled, or if eetvision station otherwise violates applicable $taus
legislation or regulations, the license may be sadpd or terminated (which decision may be appedaled
court). If an affiliate were to broadcast witholittae necessary licenses, broadcasting may beirtated
and fines could be imposed.

The broadcast license of Channel 31 in Kazakhstentamns various restrictions and obligations,
including requirements with respect to a minimunoant of Kazakh language programming. Recently, the
Kazakh government enacted a law that includes @ineagent to broadcast the minimum amount of Kazakh
language programming evenly throughout the dayerattian only during a particular window. Channel 31
has not always been in full compliance with alluiegments of its license. If the terms of a licease not
fulfilled, or if Channel 31 violates applicable Isigtion or regulations, the license may be suspénat
terminated.

The loss of an existing broadcast license, or #ikire to obtain a broadcast license in a new
market, could reduce or limit the coverage of cetworks and result in a loss of audience shareadadl in
ratings, which could materially adversely affect advertising revenues and business.

The inability of our affiliates to renew existing licenses upon expiration of their terms could also result in
the loss of audience share.

The renewal of existing licenses is often subjedhe exercise of broad discretion by governmental
authorities. At any given time, several of our odsand-operated stations and many of our independent
affiliates are operating pursuant to broadcastiitenkes that have expired and/or are in the prafdssing
modified or extended. The inability to renew ansérig broadcast license, particularly in a sigwific
market, could reduce or limit the coverage of cetworks and result in a loss of audience shareadadl in
ratings, which could materially adversely affect advertising revenues and business.

In April 2009, Ministry of Information Technologieand Communications of the Russian
Federation accepted our request to reissue fittdéenr regional CTC broadcasting licenses, inclgdimose



in Moscow and St. Petersburg, to remove a requinértee devote 9% of daily broadcast time at these
stations to “local content”. The acceptance of tieiguest is contingent on us providing all the esged
documentation. If we, for any reason, fail to po®/inecessary documentation on a timely basis, teif
Ministry considers this documentation to be insufint, the reissue of the licenses without the dloc
programming” requirement may be postponed or teateih

The loss of independent affiliates could result in aloss of audience share and a fall in ratings.

We seek to enter into formal agreements with odefrendent affiliate stations that govern various
aspects of the broadcast of our network programniithgse agreements generally provide each party wit
the right to terminate the agreement on 60 or 9@'dactice without penalty. In certain instances,
particularly in smaller cities and towns and wititdl cable networks, our arrangements are goveboged
letters of understanding that provide us with oinlyited recourse in the event of a disagreemenanif
independent affiliate in a larger market, particilén a city where audiences are measured anchichwwe
do not own and operate a station, were to termiitgi@greement with us, sell itself to a competiegwork
or lose the ability to broadcast our signal, itldoesult in a decrease in our audience share.

We rely on third parties for the production of original Russian programming, and our business could be
adversely affected if we are unable to continue such relationships on acceptable terms.

We acquired two Russian production companies ir8289en after these acquisitions, we continue
to rely on third-party production houses to prodacgortion of our original programs. If we are uleato
continue our close working relationships with tleduction houses we use or to develop new relatipas
our ability to air premium new Russian content nteyimpeded, which would likely result in a loss of
audience share and therefore a reduction in ouesifahe television advertising market.

We rely on third parties to provide us with re-transmission capabilities in certain locations, and our
business would be adversely affected if such parties terminated or adversely changed the terms of those
relationships.

In certain locations, we depend on cable operatorsther third parties to carry our signal. In
Moscow, television signals are transmitted fromemt@l tower to roof antennas located on buildings
throughout the city, and then amplified for retrarssion within the buildings. The original systewhich
was introduced in the 1960’s, carried only six VEtannels. Mostelecom, the local provider, upgraaed
number of roof antenna systems from 1997 to 2004duw capacity for a limited number of additional
channels. We collaborated with Mostelecom in thigjert, paying an amount per additional household
connected, in order to help ensure that our CTGvbit has allocated access on Mostelecom’s systems
where capacity was increased.

We have recently entered into contracts with Mestein to secure the right of our CTC and
Domashny Moscow stations to be connected by catdelditional households in Moscow. DTV Group also
has a number of agreements with Mostelecom forecabhnections to households in Moscow. These
contracts do not, however, grant us the right tacenected to all households in Moscow for all af o
networks. We continue to evaluate, from a cost fieapalysis, whether to enter into additional ¢ants
with Mostelecom regarding other households. A calgktem similar to that provided by Mostelecomnis i
place in St. Petershurg and is operated by the fpoaider; there we currently have no binding caotual
right of access to the system.

In April 2007, the Russian Ministry of Telecommuations requested evidence of the legal basis
pursuant to which some cable television operatoduding those carrying the signals of our netvgork
carry certain broadcasters’ signals over theiresyist As a result of this request, some of our ciadeision
operators, including Mostelecom, which is the priynzarrier of our networks’ signals in Moscow, iodied
that they might be required to begin charging aegmission fees for carrying our signals on thetmworks.

We and representatives of other Russian broadsasker with the Russian Ministry of Telecommunicasio

in the second quarter of 2007 to understand thefications of this inquiry. It was agreed that the
broadcasters and cable television operators shoyidto resolve this issue independently, without
involvement of the Russian Ministry of Telecommuations, by the end of 2007. To date, no such
resolution has been reached.

Although Mostelecom carries our networks’ signalatiarge majority of households in Moscow, a
second cable operator carries our networks’ sigt@lapproximately 15% of the Moscow households



covered by our networks’ signals. We pay this caiperator an annual fee for transmission to these
households.

If we were to be denied continued access to thée@fstems that carry our networks’ signals in
Moscow and St. Petersburg, our technical penetratiould be materially adversely affected which vayul
in turn, have a material adverse effect on our enmk shares. Moreover, if we were required to pay
transmission fees to these cable operators, ountipg costs would be increased, possibly matgriall

We may not be able to compete successfully against other television channels and networks that may have
broader coverage, greater name recognition, larger market share, wider programming content or access
to more funding than we do, or with newer niche channels or pay-television services offering competitive
programming formats.

The Russian television broadcasting business iklyhigompetitive. Our networks compete for
audience share with other national television néte/@nd channels and with local stations, as veelvith
niche broadcasters. We compete on the basis ofthetlactual and anticipated size of our audienoes f
specific time slots, as well as the demographicattaristics of our viewers.

On a national level, CTC competes directly withesthational broadcast networks and channels,
including Channel One, Rossiya and NTV, as wellwdth the smaller networks REN-TV and TNT.
Domashny and DTV compete for advertising revenu@ngrily with other smaller channels such as TV-3
and TVC, although they also compete with the nafitimoadcast networks and channels for viewersimvith
their target demographic groups. On a local level, owned-and-operated stations compete with other
stations for local advertising.

Channel One and Rossiya were established as skawston channels during the Soviet period and
they remain under Russian state control. As atiasalunderstand that these channels receive Istaiefits
not generally available to private companies, iditig free signal transmission (in the case of Cka@me),
direct state budget subsidies (in the case of Ragsind preferences in licensing. Moreover, neavigry
viewing household in Russia can receive the bragtdsignals of Channel One and Rossiya, while only a
more limited viewing audience can currently receive network signals. The much broader coverage and
name recognition of Channel One and Rossiya, cdupliéh programming geared toward a broader
demographic group, help them to attract large awdieshares. NTV, which is indirectly controlled tine
state through Gazprom, the state- controlled nhgas and oil company, also has a broader covdtage
our networks, and we believe also benefits frore Bignal transmission. During 2008, Channel Onedmad
average audience share of 20.9%, while Rossiyaswa3% and NTV’'s was 13.3%. During the first three
months of 2009, Channel One had an average audshare of 19.9%, while Rossiya’s was 17.8% and
NTV's was 13.7%. CTC’s average audience share du208 and first three months of 2009 were 9.0%
and 8.5%. We believe that the strong audience st@Er€hannel One, Rossiya and NTV may give these
broadcasters added leverage in negotiations witaréiders, advertising agencies and sales houses.

Moreover, as we focus on entertainment programmmg,are unable to compete with other
broadcasters for audiences for news and sportiograms, some of which have among the highest acelien
shares and ratings in their time slots.

In addition to competing with other free-to-air hdzasters, we compete with pay-television
services that offer multiple channels to subscslfer a regular subscription fee, and that typycdib not
generate a significant portion of their revenuasrfradvertising. On a relative basis, the pay-tsieni
market in Russia is smaller than in the United &tatnd Western European countries. Audience sbare f
Russian pay-television is, however, increasingther countries, such as the United States, grawgtay-
television services has often resulted in a fragat&m of the market and a corresponding decreaske
audience share of large national networks and efanif pay-television services continue to growith
customer base in Russia, our audience shares dindsraould be negatively affected, which would
adversely affect our advertising revenues.

We have substantial future programming commitments that we may not be able to vary in response to a
decline in advertising revenues, and as a result could experience material reductions in operating
margins.

Programming represents our most significant expeasd at any given time we generally have
substantial fixed commitments for the succeeding tovthree years. For example, as of March 31, 20©€9
had contractual commitments for the acquisitionapproximately $88.3 million in programming rights



through 2009, $80.9 million in 2010-2011 and $3iiom in 2012-2013. Given the size of these
commitments at any time, a reduction in our adse&ng revenues could adversely affect our operating
margins and results of operations. We would havg lomited ability to reduce our costs in the sharh in
response to such developments.

Our relationships with the co-owners of our television stations may limit our ability to implement our
business plans and strategy.

Twenty one of our 37 owned-and-operated stations @he currently broadcasting our networks’
signals are 100% owned by CTC Media. Other investevn between less than 1% and 50% of each of the
remaining fifteen owned-and-operated stationsomes cases, we depend to a significant extent otooar
partners for their familiarity with the local busigs environment and public authorities and we (staed
that some of our local partners are also minotigreholders in the local Video International sutasidthat
sells local advertising for our owned-and-operatadions. Moreover, we may in the future similadjy on
joint-owners as we acquire additional stations. Asignificant disruption in our relationship withethe
parties could make it more difficult for us to ogter our existing stations.

Russian law and some of the agreements governesg thtations grant protective rights to our co-
owners that enable them to block certain significaorporate actions. Under Russian company law,
significant corporate decisions, such as declaang paying dividends and entering into substantial
transactions, require the consent of the holdetsvofthirds or three- quarters of the voting inttseof the
company, depending on the subject matter and ted Bructure of the company. In addition, unanisou
shareholder approval is required in limited insemowhich could further affect our control overtaer
actions. For example, approval of a joint stock pany’s initial charter and reorganization of a fatock
company into a non-commercial partnership requd@% approval of shareholders and, in the case of a
limited liability company, increases in charter italp amendments to a limited liability companyisacter,
and liquidation, among other actions, require 1@&roval of the holders of participation interests.

As a result, we are often required to obtain theseot of our co-owners when making significant
corporate decisions. Although we are not awarengfspecific transaction in which we failed to oht#ie
requisite approval of the co-owners of our statiah® to the formalistic nature of Russian law thellarge
number of corporate actions that are taken anntmilpur co-owned stations, we believe it is likéhat,
from time to time, not all necessary minority shnleer consents have been obtained. As a result, we
cannot guarantee that co-owners of our stationlsnatl bring claims against us for failure to obtéiese
necessary consents, which, if successful, couldtrasthe transaction in question being voided.r&tiver,
even if not technically required by law or contrage generally prefer to obtain the consent angasripof
our co-owners before undertaking significant cogperactions. If this consent cannot be obtainedmag
decide to forego a transaction that is commercialprable to us in an effort to preserve goodwith our
CO-owners.

A systems failure could prevent us from transmitting our network signal and lead to a loss of viewers,
damage to our reputation and a reduction in our advertising revenues.

Our network signals originate in Moscow and areinkgld to multiple separate satellite systems
that transmit our network signals to our affilis@tions and unmanned repeater transmitters. [@espit
back-up systems, from time to time we experiengedifailures. Prolonged or repeated disruptionsun
signals could lead to a loss of viewers, damagritaeputation and a reduction in our advertisiegpnues.
We do not carry business interruption insuranceradect us in the event of a catastrophe or terioinaf
our ability to transmit our signals, even thoughtsan event could have a significant negative irnpaour
business.

Loss of key personnel could affect our growth and future success.

We believe that our growth and our future succedisdepend in large part upon our ability to
attract and retain highly skilled senior managemebduction talent and finance personnel. The
competition is intense in Russia for qualified persel who are familiar with the Russian televisiodustry
and/or who are knowledgeable about US accountinglegal practices. We cannot assure you that wle wil
be able to hire and retain qualified personneleasonable terms or at all.



We do not carry all of the insurance coverage customary in many countries for a business of our size and
nature, and as a result could experience substantial loss or disruption.

The insurance industry is less developed in Ruga in other developed countries, and many
forms of insurance protection common in other coestare not yet available in Russia on comparable
terms, including coverage for business interruptiétt present, we have no coverage for business
interruption or loss of key management personna.dd not maintain separate funds or otherwisesdéa
reserves for these types of losses. Any such l@ssaause substantial disruption and may have arialate
adverse effect on our business, results of opestiod financial condition.

Risksrelating to doing business and investing in Russia

The Russian banking system remains underdeveloped, and another banking crisis could place severe
liquidity constraints on our business.

Russia’s banking and other financial systems ase teveloped and regulated than those of many
other developed countries, and Russian legislatating to banks and bank accounts is subjecatging
interpretations and inconsistent application. MaRyssian banks do not meet international banking
standards, and the transparency of the Russianngas&ctor still lags far behind internationallycapted
norms. Furthermore, Russian bank deposits madefppiate entities generally are not insured.

The recent disruption in the world credit markeds hlso negatively impacted the banking sector in
Russia. There are currently a limited number ofligveorthy Russian banks, most of which are located
Moscow and the largest of which are state-owned géfesrally hold a large majority of our cash baéairc
Russian banks (such as Alfa Bank, which is aniaféil of one of our principal stockholders), inclugli
subsidiaries of foreign banks. Of that balancep#i@n is held in ruble-denominated accounts. There
few, if any, safe ruble-denominated instrumentsvitich we may invest our excess ruble cash. A bankin
crisis or the bankruptcy or insolvency of the bafrksn which we receive or with which we hold ounéls
could result in the loss of our deposits or affaat ability to complete banking transactions in staswhich
could have a material adverse effect on our busjiegmncial conditions and results of operations.

Businesses in Russia, especially media companies, can be subject to politically motivated actions, which
could materially adversely affect our operations.

The Russian government has taken various actiongdent years against business people and
companies operating in Russia that have been pedtas having been politically motivated, including
actions for technical violations of law or violat® of laws that have been applied retroactivelgluiding
violations of tax laws. These actions have on docasesulted in significant fluctuations in the retr
prices of the securities of businesses operatirfguissia, a weakening of investor confidence in Russd
doubts about the progress of market and politiefalrms in Russia.

Media businesses can be particularly vulnerablpadigically motivated actions. NTV, TV-6 and

TVS have all experienced what could be charactéraze politically motivated actions, including etfoto
effect changes of control. As a result of theseast TV-6, which became TVS, is no longer broatings
We believe that our focus on entertainment, andabethat we broadcast entertainment and celebatys,
but do not offer “hard” news, commentary or anaysn our national networks, could lessen the risk o
provoking politically motivated actions. Howeverewo not restrict the ability of our independertitliates

to broadcast local news in local broadcasting wiveland approximately 17% of our independent affis,
as well as two of our owned-and-operated statibas ¢arry the CTC Network, broadcast local polltica
news, generally with the approval of our local pars and the local authorities. Any politically ivated
action against us, our networks, our independédiitasfs, or any of our principal stockholders, lumting
Alfa Group, which is active in many industries indRia, could materially adversely affect our operet

The Russian legal system can create an uncertain environment for investment and business activity,
which could have a material adverse effect on our business and the value of our common stock.

The legal framework to support a market economyaiamnew and in flux in Russia and, as a
result, the Russian legal system can be charaetehy:

* inconsistencies between and among laws and gawatial, ministerial and local regulations,
orders, decisions, resolutions and other acts;



e substantial gaps in the regulatory structureltiegufrom the delay in adoption or absence of
implementing regulations;

< limited judicial and administrative guidance oerpreting Russian legislation;

< the relative inexperience of judges and courist@rpreting recent commercial legislation;
e alack of judicial independence from politicadcgal and commercial forces;

e under-funding and under-staffing of the courttegsg

« ahigh degree of discretion on the part of titigiary and governmental authorities; and

« poorly developed bankruptcy procedures that abgest to abuse.

As is true of civil law systems, judicial precedegenerally have no binding effect on subsequent
decisions. Not all Russian legislation and coudiglens are readily available to the public or oigad in a
manner that facilitates understanding. The Rusgiditial system can be slow, and enforcement ofrtcou
orders can in practice be very difficult. All ofetbe factors make judicial decisions in Russia aliffi to
predict and effective redress uncertain. Additibnatourt claims and governmental prosecutions are
sometimes used in furtherance of political aims.

In addition, several key Russian laws, including ®wnership Law, have only recently become
effective or have been subject to only limited iiptetation to date. The untested nature of mucteoént
Russian legislation, the lack of consensus aboaitstope, content and pace of economic and political
reform and the rapid evolution of the Russian leggtem in ways that may not always coincide with
market developments may place the enforceability amderlying constitutionality of laws in doubt and
result in ambiguities, inconsistencies and anorsdliethe Russian legal system. Any of these weaases
could affect our ability to enforce our rights undsur licenses and under our contracts, or to defen
ourselves against claims by others. Furthermoresamaot assure you that regulators, judicial aitileeror
third parties will not challenge our compliancewépplicable laws, decrees and regulations.

Selective or arbitrary government action may have an adverse effect on our business and the value of our
common stock.

Government authorities have a high degree of distrén Russia and have at times exercised their
discretion selectively or arbitrarily, without hesg or prior notice, and sometimes in a manner that
influenced by political or commercial consideraonThe government also has the power, in certain
circumstances, to interfere with the performancenadlify or terminate contracts. Selective or #ndniy
actions have included withdrawal of licenses, sadaled unexpected tax audits, criminal prosecutants
civil actions. Federal and local government ergitimve also used common defects in documentation as
pretexts for court claims and other demands tolid@te and/or to void transactions, apparentlydolitical
purposes. We cannot assure you that regulatorgigu@uthorities or third parties will not chaliga our
compliance (including that of our subsidiaries) hwipplicable laws, decrees and regulations in Russi
Selective or arbitrary government action could haveaterial adverse effect on our business andcen t
value of our common stock.

If the Russian Federal Anti-monopoly Service were to conclude that we acquired or created a new
company in contravention of anti-monopoly legidation, it could impose fines or administrative sanctions
and could require the divestiture of such company or other assets.

Our business has grown in part through the acéuisand establishment of companies, many of
which transactions required the prior approval ofsobsequent notification to the Russian Federal-An
monopoly Service or its predecessor agencies {#S™). The relevant legislation restricts the asifion
or establishment of companies by groups of compgamiendividuals acting in concert without the reqd
approval or notification. This legislation is vagire parts and subject to varying interpretatiorfsthe
Federal Anti-monopoly Service were to conclude #raacquisition or establishment of a new compaad/ h
been effected in contravention of applicable legish and competition has been reduced as a réstdt)ld
impose administrative sanctions and require thediture of such company or other assets, adversely
affecting our business strategy and our resultpefations.



Russian law requires the approval of certain transactions by the minority shareholders of our
subsidiaries, including many of our own-and-operated television stations, and failure to receive this
approval could adversely affect our business and results of operations.

We own less than 100% of many of our owned-andatpdrstations. Under Russian law, certain
transactions defined as “interested party transasti require approval by disinterested membershef t
board of directors or disinterested shareholdeth®@tompanies involved. Our owned-and-operatdibeta
that have other shareholders engage in numerausattions with us that require interested partysiaation
approvals in accordance with Russian law. Theses#ietions have not always been properly approvetl, a
therefore may be contested by minority shareholdersthe event that these other shareholders were
successfully to contest past interested party aretiens, or prevent the approval of such transastio the
future, our flexibility in operating these telewsi stations could be limited and our results ofrapiens
could be adversely affected.

Certain transactions between members of our cafeteli corporate group may constitute
interested party transactions under Russian law ed&n the companies involved are wholly owned &y u
Although we generally endeavor to obtain all coger approvals required under Russian law to
consummate these transactions, we have not alvppjied special approval procedures in connecticth wi
our consummation of transactions with or between subsidiaries. In the event that a claim is filad
relation to certain transactions with or between subsidiaries, such transactions are found to Hweaem
interested party transactions, and we are founHate failed to obtain the appropriate approvalghsu
transactions may be declared invalid. The unwindih@ny transactions concluded with or between our
subsidiaries may have a negative impact on ounkasiand results of operations.

If one of our principal subsidiaries is forced into liquidation due to negative net assets, our results of
operations could suffer.

If at the end of any fiscal year a Russian compamgt assets as determined in accordance with
Russian accounting regulations are below the mininamount of charter capital required by Russian law
the company is required to convene a shareholdeesimg to adopt a decision to liquidate. If it $dib do so
within a “reasonable period,” the company’s creditmay request early termination or acceleratiothef
company’s obligations to them, as well as damaged, governmental authorities may seek to cause the
involuntary liquidation of the company. Under anliea version of this law, the company’s sharehotde
could also bring an action to force the liquidatafrthe company. It is unclear under Russian lawetiver a
historical violation of this requirement may beroaictively cured, even if a company later comes int
compliance with the requirement. On occasion, Russburts have ordered the involuntary liquidatibm
company for having negative net assets even ittimpany has continued to fulfill its obligationsdaimad
net assets in excess of the minimum amount afrtteedf liquidation.

OAO Teleexpress, OOO Modern Russia Group and sdimer eegional entities have had, and
continue to have, negative equity as reported ah @ their Russian statutory financial statemeNtme of
these companies has applied for voluntary liquadatWe are currently considering the steps thathman
taken to remedy the negative net asset value dafetlsibsidiaries, but we have not included it as a
contingency in our financial statements becauseb@lieve that, so long as these subsidiaries camtiou
fulfill their obligations, the risk of their forcelijuidation is remote.

There has been no judicial or other official intetption of what constitutes a “reasonable period”
within which a company must act to liquidate. Ifyaf our subsidiaries were to be liquidated invaduity,
we would be forced to reorganize the operations cwaently conduct through that subsidiary. The
liquidation of any of the subsidiaries within ougl@vision Station Groups would result in the teramion of
their existing broadcast and other licenses, anadamot assure you that we would be able to sewene
licenses needed for these stations to continu@doate. Accordingly, any liquidation could have atemial
adverse effect on our business.

Shareholder liability under Russian legislation could cause us to become liable for the obligations of our
subsidiaries.

The Russian Civil Code, the Law on Joint Stock Canips and the Law on Limited Liability
Companies generally provide that shareholders iRuasian joint stock company or limited liability
company are not liable for the obligations of tlkenpany and bear only the risk of loss of their stueent.
This may not be the case, however, when one pdimorieffective parent”) is capable of determining
decisions made by another (an “effective subsidjaryhe effective parent bears joint and several



responsibility for transactions concluded by thfeetfve subsidiary in carrying out these decisionsertain
circumstances.

In addition, an effective parent is secondarilybléa for an effective subsidiary’s debts if an
effective subsidiary becomes insolvent or bankagpé result of the action or inaction of an effecarent.
This is the case no matter how the effective p&aerdpability to determine decisions of the effeeti
subsidiary arises. For example, this liability abwdrise through ownership of voting securities gr b
contract. In these instances, other shareholdetiseoéffective subsidiary may claim compensationtfie
effective subsidiary’s losses from the effectivegpa that caused the effective subsidiary to adaibto act,
knowing that such action or inaction would resualtlésses. Accordingly, in our position as an effect
parent, we could be liable in some cases for thHasdef our effective subsidiaries. Although theatot
indebtedness of our effective subsidiaries is eulyammaterial, it is possible that we could fazaterial
liability in this regard in the future, which coufdaterially adversely affect our business and esults of
operations.

Changes in the Russian tax system or arbitrary or unforeseen application of existing rules could
materially adversely affect our financial condition.

Our tax burden may become greater than the estihzat®unt that we have expensed to date and
paid or accrued on our balance sheets. Russiaauidrorities have often been arbitrary and aggresisiv
their interpretation of tax laws and their many #&yuhies, as well as in their enforcement and atiés
activities. Many companies are often forced to tiegm their tax bills with tax inspectors who magnthnd
higher taxes than applicable law appears to provids additional tax liability, as well as any unégeen
changes in Russian tax laws, could have a matmiliarse effect on our future results of operatmmeash
flows in a particular period. We have at times aedr substantial amounts for contingent tax liab#it a
substantial portion of which accruals we have resgras contingencies have been resolved favorably o
changes in circumstances have occurred. The amountsntly accrued for tax contingencies may not be
sufficient to meet any liability we may ultimatefigce. From time to time, we also identify tax caggncies
for which we have not provided an accrual. Suchcanged tax contingencies could materialize andirequ
us to pay additional amounts of tax.

Under Russian accounting and tax principles, firmstatements of Russian companies are not
consolidated for tax purposes. As a result, eadsian- registered entity in our group pays its ®ussian
taxes and we cannot offset the profits or lossesinsingle entity against the profits and losdesny other
entity. Consequently, our overall effective taxeratay increase as we expand our operations, uwesse
able to implement an effective corporate structbeg minimizes the effect of these Russian accagraind
tax norms.

The Russian tax system imposes additional burdaedscasts on our operations in Russia, and
complicates our tax planning and related businesssibns. The uncertainty involved potentially esg® us
to significant fines, penalties and enforcementsuess despite our best efforts at compliance, wbazhd
result in a greater than expected tax burden onsaobsidiaries. These factors raise the risk of dden
imposition of arbitrary or onerous taxes on ourrafiens in Russia. This could adversely affectlousiness
and the value of our common stock.

Any US or other foreign judgments that may be obtained against us may be difficult to enforce against us
in Russia.

Although CTC Media is a Delaware corporation, saobje suit in US federal and other courts, we
have no operations in the United States, most pfassets are located in Russia, and most of oectdirs
and their assets are located outside the Uniteg@sStAlthough arbitration awards are generally exdfable
in Russia, judgments obtained in the United Statdn other foreign courts, including those witlspect to
US federal securities law claims, may not be erfabte in Russia. There is no mutual recognitioatjre
between the United States and the Russian Federaimd no Russian federal law provides for the
recognition and enforcement of foreign court judgtee Therefore, it may be difficult to enforce dog or
other foreign court judgment obtained against @mgany, any of our operating subsidiaries or angusf
directors in Russia.



Risksrelating to doing business elsewherein the CIS
We face similar risksin other countries of the CIS.

In addition to Russia, we currently have operatiamsother countries in the CIS, including
Kazakhstan, Uzbekistan and Moldova. We may accudditional operations in other countries of the .CIS
In many respects, the risks inherent in transadtimgjness in these countries are similar to thodRussia,
especially those risks set out above in “—Riskatief) to doing business and investing in Russia”.

Emerging markets such as Russia and other CIS countries are subject to greater risks than more
developed markets, including legal, economic and political risks.

Investors in emerging markets such as Russia drel @IS countries should be aware that these
markets are subject to greater risk than more deeel markets, including in some cases legal, ecanom
and political risks. Investors should also notd #raerging economies, such as the economies ofdRaisd
Kazakhstan, are subject to rapid change and tlatirftormation set out herein may become outdated
relatively quickly. Furthermore, in doing businégssvarious countries of the CIS, we face risks Emio
(and sometimes greater than) those that we fag¢tussia. Accordingly, investors should exercise éare
evaluating the risks involved and must decide foentselves whether, in light of those risks, their
investment is appropriate. Generally, investmeneimerging markets is only suitable for sophistidate
investors who fully appreciate the significancetad risks involved and investors are urged to clbigith
their own legal and financial advisors before mgkam investment in our shares.

Risksrelating to our stock

The price of our common stock has recently experienced significant volatility and may continue to be
volatile.

Our stock price has recently experienced signiticaratility and is likely to be volatile in the
future. The stock market in general and, in paldicuhe market for companies whose operationsirare
emerging markets, like Russia, have experiencerbmet volatility that has often been unrelated te th
operating performance of particular companies. Thiatility has been more pronounced in recent ment
due to the turmoil in world financial markets. Asesult of this volatility, investors may not belalo sell
their shares of our common stock at or above the @t which they purchase it. The market pricedior
common stock may be influenced by many factorduding:

e fluctuations in our quarterly financial results the quarterly financial results of companies
perceived to be similar to us;

» changes in estimates of our financial resultseoommendations by securities analysts;
« changes in market valuations of similar compgnies

« changes in general economic, political and marketitions in Russia and globally;

« changes in the audience shares of our networks;

* public announcements by industry experts regarttiends in advertising spending in Russia
and globally; and

e announcements regarding our acquisition actsjitifeany.

Moreover, only a relatively small number of shaosdsour common stock are currently actively
traded in the public market. As of May 5, 2009, mppnately 30% of our outstanding common stock was
held by parties other than our directors, executifieers and principal stockholders (holding 5%nwore of
our outstanding stock) and their respective aféia The limited liquidity of our common stock miagve a
material adverse effect on the price of our comstogk.

In the past, following periods of volatility in thenarket price of a company’s securities,
stockholders have often instituted class actionrsées litigation against those companies. Sutgdtion, if
instituted, could result in substantial costs amkmdion of management attention and resourcesghwhi
could significantly harm our profitability and retation.



If equity research analysts do not publish research or reports about our business or if they issue
unfavorable commentary or downgrade our common stock, the price of our common stock could decline.

The trading market for our common stock relies artpn the research and reports that equity
research analysts publish about us and our busiéssio not control these analysts. The price ofstock
could decline if one or more equity research anslgewngrade our stock or if those analysts isghero
unfavorable commentary or cease publishing re@tsit us or our business.

Insiders continue to have substantial control over us and could delay or prevent a change in corporate
control.

As of May 5, 2009, our directors, executive officemnd principal stockholders (holding 5% or
more of our outstanding stock), and their respectaffiliates, beneficially owned, in the aggregate,
approximately 70% of our outstanding common stoek.a result, these stockholders, if acting together
may have the ability to determine the outcome oftens submitted to our stockholders for approval,
including the election and removal of directors amy merger, consolidation or sale of all or sutitidly
all of our assets. In addition, these personshgdbgether, may have the ability to control thenagement
and affairs of our company. In particular, our pijral stockholders have entered into a voting ajeament
that determines the composition of our board adators.

Anti-takeover provisions in our charter documents and under Delaware law could prevent or delay
change-of-control transactions.

Anti-takeover provisions of Delaware law and ouarter documents may make a change in control
of our company more difficult. For example:

e Stockholders’ meetings may only be called by afiethe Co-Chairmen of our board of
directors, our Chief Executive Officer or the m#tjppf the board of directors.

*  Our stockholders may not take action by writtensent.

« We have a classified board of directors, whichansethat our directors serve for staggered
three-year terms and no more than four of our terctbrs are elected each year. This structure
may make it more difficult for an acquirer to tagentrol of our company, which may make
our company a less desirable acquisition target.

Delaware law also prohibits a corporation from agigg in a business combination with any holder
of 15% or more of its capital stock until the haldes held the stock for three years unless, anotimgy
possibilities, the board of directors approvestthasaction. Our board of directors may use thiwigion to
prevent changes in our management. Under applidablaware law, our board of directors may adopt
additional anti-takeover measures in the future.

In addition, we are party to a stockholders’ agreetwith our two largest stockholders pursuant to
which each of these stockholders has agreed ramcoire additional shares of our capital stockhextent
that such acquisition would cause its beneficiahemship to exceed 50% of the voting power of our
outstanding shares without making a tender offerafbof our outstanding shares in compliance vtita
tender offer rules under the Securities Exchangeofd934, unless it reaches this ownership lelwadugh
the exercise of rights of first offer set forthtire stockholders’ agreement.

If there are substantial sales of our common stock in the market by our existing stockholders, our stock
price could decline.

If our existing stockholders sell a large numbesladires of our common stock or the public market
perceives that existing stockholders might selrastiaf common stock, the market price of our common
stock could decline significantly. The holders ofep 70% of our common stock have the right under
specified circumstances to require us to regidteir tshares for resale to the public or participate
registration of shares by us.



