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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Matters discussed in this document may constitute forward-looking statements. The Private Securities Litigation Reform Act of 1995 provides
safe harbor protections for forward-looking statements in order to encourage companies to provide prospective information about their
businesses. Forward-looking statements include statements concerning plans, objectives, goals, strategies, future events or performance, and
underlying assumptions and other statements, which are other than statements of historical facts.

We desire to take advantage of the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 and are including this
cautionary statement in connection with this safe harbor legislation and other relevant laws. This document and any other written or oral
statements made by us or on our behalf may include forward-looking statements, which reflect our current views with respect to future events
and financial performance. The words �believe,� �expect,� �anticipate,� �intend,� �estimate,� �forecast,� �project� and similar expressions identify
forward-looking statements. Forward-looking statements appear in a number of places including, without limitation, �Item 3. Key Information�D.
Risk Factors,� �Item 4. Information on Our Company� and �Item 5. Operating and Financial Review and Prospects,� and include statements
regarding: strategies, outlook and growth prospects; future plans and potential for future growth; liquidity, capital resources and capital
expenditures; growth in demand for our services; economic outlook and industry trends; developments of our markets; the impact of regulatory
initiatives; and the strength of our competitors.

The forward-looking statements in this document are based upon various assumptions, many of which are based, in turn, upon further
assumptions, including without limitation, management�s examination of historical operating trends, data contained in our records and other data
available from third parties. Although we believe that these assumptions were reasonable when made, because these assumptions are inherently
subject to significant uncertainties and contingencies which are difficult or impossible to predict and are beyond our control, we may not achieve
or accomplish these expectations, beliefs or projections. In addition to these important factors and matters discussed elsewhere herein and in the
documents incorporated by reference herein, important factors that, in our view, could cause actual results to differ materially from those
discussed in the forward-looking statements including the achievement of the anticipated levels of profitability, growth, cost and synergy of our
recent acquisitions, the timely development and acceptance of new products, the impact of competitive pricing, the ability to obtain necessary
regulatory approvals, the impact of general business and global economic conditions and other important factors described from time to time in
the reports filed by us with the Securities and Exchange Commission.

Except to the extent required by law, neither we, nor any of our respective agents, employees or advisors intend or have any duty or obligation to
supplement, amend, update or revise any of the forward-looking statements contained or incorporated by reference in this document.

iii
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PART I

Item 1.  Identity of Directors, Senior Management and Advisors

Not applicable.

Item 2.  Offer Statistics and Expected Timetable

Not applicable.

Item 3.  Key Information

A.   Selected Financial Data

The selected consolidated and combined financial data set forth below at December 31, 2005, 2004, 2003, 2002 and 2001 and for the years then
ended have been derived from our audited financial statements prepared in accordance with U.S. GAAP. The selected consolidated and
combined financial data should be read in conjunction with our Consolidated Financial Statements as of December 31, 2005 and 2004 and for
the years ended December 31, 2005, 2004, and 2003 included under �Item 18. Financial Statements� and �Item 5. Operating and Financial Review
and Prospects.�

For the years ended December 31,
2005 2004 2003 2002 2001
(Dollar amounts in thousands, except share,
dividends per share and earnings per share)

Statement of Operations Data:
Sales 1,399,289 1,189,291 938,459 824,734 674,616
Cost of sales (1,002,246 ) (861,661 ) (665,104 ) (579,707 ) (492,990 )
Gross profit 397,043 327,630 273,355 245,027 181,626
Selling and distribution expenses (191,990 ) (173,433 ) (140,746 ) (109,527 ) (62,213 )
General and administrative expenses (109,642 ) (92,816 ) (75,973 ) (62,955 ) (54,461 )
Other operating expenses (7,916 ) (8,458 ) (7,481 ) (6,497 ) (4,498 )
Operating income 87,495 52,923 49,155 66,048 60,454
Financial income and expenses, net (22,868 ) (14,618 ) (15,273 ) (14,131 ) (10,581 )
Income before provision for income taxes and minority
interest 64,627 38,305 33,882 51,917 49,873
Provision for income taxes(1) 30,712 (12,170 ) (10,717 ) (14,249 ) (14,166 )
Minority interest (3,649 ) (3,161 ) (2,012 ) (1,922 ) (3,962 )
Income from continuing operations 30,266 22,974 21,153 35,746 31,745
Income from discontinued operations(2) � � � � 103
Net income 30,266 22,974 21,153 35,746 31,848
Earnings per share�basic and diluted:
Income from continuing operations 0.69 0.52 0.48 0.83 0.91
Income from discontinued operations � � � � �
Net income 0.69 0.52 0.48 0.83 0.91
Dividends per share � � � � �
Weighted average number of shares outstanding 44,000,000 44,000,000 44,000,000 43,063,014 34,888,000
Other Data from Continuing Operations:
Capital expenditures 75,110 72,639 107,186 136,100 57,653
Cash provided by (used in) operating activities 113,937 71,720 29,940 (6,863 ) 12,591
Cash used in investing activities (125,157 ) (73,808 ) (95,142 ) (122,677 ) (55,486 )
Cash (used in) provided by financing activities (82,619 ) (16,159 ) 73,399 152,600 44,613

(1)          Provision for income taxes includes the tax benefit in our juice business relating to the small enterprise tax legislation.

(2)          Discontinued operations consist of banking and brewery businesses, which were disposed of in April 2001.

1
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At December 31,
2005 2004 2003 2002 2001

Balance Sheet Data:
Total assets 920,557 796,088 743,885 589,093 352,717
Total net assets 387,043 370,916 324,618 282,884 85,011
Total debt(1) 371,625 283,168 283,442 186,039 122,022
Total liabilities 508,895 407,845 398,099 284,660 244,330
Total liabilities and shareholders� equity 920,557 796,088 743,885 589,093 352,717

(1)  Total debt represents long-term and short-term loans, including the current portion of long-term loans, notes
payable and vendor financing obligations.

Exchange Rates and Inflation

The following tables show, for the periods indicated, certain information regarding the exchange rate between the ruble and the U.S. dollar,
based on data published by the Central Bank of Russia. These rates may differ from the actual rates used in the preparation of our financial
statements and other financial information appearing herein.

Rubles per U.S. dollar

High Low Average(1)
Period
End

Year ended December 31,
2005 29.00 27.46 28.31 28.78
2004 29.45 27.75 28.73 27.75
2003 31.88 29.25 30.61 29.45
2002 31.86 30.14 31.39 31.78
2001 30.30 28.16 29.22 30.14

(1)  The average of the exchange rates on the last business day of each full month during the relevant period.

Rubles per U.S. dollar
High Low

May 2006 27.24 26.92
April 2006 27.77 27.27
March 2006 28.12 27.66
February 2006 28.26 28.10
January 2006 28.48 28.02
December 2005 29.00 28.64

On June 14, 2006, the exchange rate between the ruble and the U.S. dollar was 27.09 rubles per $1.00.

The following table shows the rates of inflation in Russia for the years indicated:

Inflation rate
Year ended December 31,
2005 10.9 %
2004 11.7 %
2003 12.0 %
2002 15.1 %
2001 18.6 %

Source: Rosstat.

2
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Effective from January 1, 2003, Russia no longer met the criteria for a highly inflationary economy. Therefore, commencing January 1, 2003,
our Russian subsidiaries changed their functional currency from the U.S. dollar to the ruble. See Note 3 to our Consolidated Financial
Statements included under �Item 18. Financial Statements.�

Our results of operations are affected by the relationship between the rate of inflation and the nominal rate of devaluation/appreciation of the
ruble against the U.S. dollar (i.e., by the real appreciation or depreciation of the ruble against the U.S. dollar). In 2005, 2004 and 2003, the ruble
appreciated in real terms against the U.S. dollar.

2005 2004 2003
Inflation(1) 10.9 % 11.7 % 12.0 %
Nominal appreciation/(depreciation) of the ruble relative to the U.S. dollar(2)(3) 1.9 % 6.5 % 2.2 %
Real appreciation of the ruble relative to the U.S. dollar(2) 10.8 % 15.1 % 13.6 %

(1)  Source: Rosstat.

(2)  Source: Central Bank of Russia.

(3)  For purposes of calculating the interest rate of our U.S. dollar-denominated notes, we used the Russian
ruble/U.S. dollar exchange rates at December 31, 2005, 2004 and 2003, which appreciated/(depreciated) at the rates of
(3.7)%, 6.1% and 7.9%, respectively.

B.   Capitalization and Indebtedness

Not applicable.

C.   Reasons for the Offer and Use of Proceeds

Not applicable.

D.   Risk Factors

An investment in our shares and ADSs involves a high degree of risk. You should carefully consider the following information about these risks,
together with the information contained in this document, before you decide to buy our shares or ADSs. If any of the following risks actually
occurs, our business, financial condition, results of operations or prospects could be materially adversely affected. In that case, the value of our
shares and ADSs could also decline and you could lose all or part of your investment.

We have described the risks and uncertainties that our management believes are material, but these risks and uncertainties may not be the only
ones we face. Additional risks and uncertainties, including those we currently are not aware of or deem immaterial, may also result in decreased
operating revenues, increased operating expenses or other events that could result in a decline in the value of our ADSs.

Risks Relating to Business Operations in Emerging Markets

Emerging markets such as the Russian Federation are subject to greater risks than more developed markets, including significant legal,
economic and political risks.

Investors in emerging markets such as the Russian Federation should be aware that these markets are subject to greater risks than more
developed markets, including in some cases significant legal, economic and political risks. Investors should also note that emerging economies,
such as the economy of the Russian Federation, are subject to rapid change and that the information set out herein may become outdated
relatively quickly. Accordingly, investors should exercise particular care in evaluating the risks involved and must decide for themselves
whether, in light of those risks, their investment is appropriate.

3
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Generally, investment in emerging markets is only suitable for sophisticated investors who fully appreciate the significance of the risks involved
and investors are urged to consult their own legal and financial advisors before making an investment in our securities.

Risks Relating to Our Business and Industry

Economic downturns could hurt our turnover and materially adversely affect our strategy to increase our sales of premium brands.

Demand for dairy and certain beverage products depends primarily on demographic factors and consumer preferences, as well as factors relating
to discretionary consumer spending, including the general condition of the economy and general levels of consumer confidence. The willingness
of consumers to purchase branded food and beverage products depends, in part, on local economic conditions. In periods of economic
uncertainty, consumers tend to purchase more economy brands and, to the extent that our business strategy depends on the expansion of the sales
of premium brands and value-added products, our results of operations could suffer. Reduced consumption of our products in any of our key
markets could reduce our turnover and profitability.

The failure of our geographic expansion strategy could hamper our continued growth and profitability.

Our expansion strategy depends, in part, on funding growth in additional markets, on our ability to identify attractive opportunities in markets
that will grow and on our ability to manage the operations of acquired or newly established businesses. Should growth decline in our existing
markets, not increase as anticipated in markets in which we have recently acquired or established businesses, or not increase in markets into
which we subsequently expand, our geographic expansion strategy may not be successful and our business and profitability may suffer. We
describe our geographic expansion strategy under �Item 4. Information on Our Company�B. Business Overview�Business Strategy.�

In addition, we currently have production facilities in Ukraine, Kyrgyzstan and Uzbekistan and trade operations in Kazakhstan, and our strategy
contemplates the acquisition of additional operations in the countries of the Commonwealth of Independent States, or the CIS. As with Russia,
these countries are emerging markets subject to greater political, economic, social and legal risks than more developed markets. In many
respects, the risks inherent in transacting business in these countries are similar to those in Russia, especially those risks set out below in ��Risks
Relating to the Russian Federation.�

Moreover, these countries represent new operating environments for us, which are located, in many instances, a great distance from our Russian
operations and across multiple international borders. We thus expect to have less control over their activities. In addition, we may face more
uncertainties with respect to the operational and financial needs of these businesses. These factors may hurt the profitability of our current and
future operations in these countries.

Our growth strategy relies on acquisitions and establishing new businesses, and our future growth, results of operations and market share
would be adversely affected if we fail to identify suitable targets, outbid competing bidders or finance acquisitions on acceptable terms.

Our strategy depends on us being a large manufacturer in the dairy and juice sectors so that we can benefit from economies of scale, better
satisfy customer needs and compete effectively against other producers. Our growth will suffer if we are unable to implement our acquisition
strategy, whether because we fail to identify suitable targets, outbid competing bidders or finance acquisitions on acceptable terms or for any
other reason. Furthermore, any acquisitions or similar arrangements may harm our business if we are unsuccessful in our integration process or
fail to achieve the synergies and savings we expect. We describe our acquisition strategy under �Item 4. Information on Our Company�B. Business
Overview�Business Strategy.�

4
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We cannot assure you of the successful integration of existing or newly acquired businesses. If we fail to integrate our businesses
successfully, our rate of expansion could slow and our results of operations and financial condition could be materially adversely affected.

We have grown through numerous acquisitions and are in the process of integrating and restructuring some of our businesses. We may make
additional acquisitions in the future. Achieving the benefits of our acquisitions and our restructuring efforts will depend, in part, on integrating
our businesses in an efficient manner. We cannot assure you that such integration will happen or that it will happen in a timely manner.

The integration of our businesses, as well as of any businesses we may acquire in the future, requires significant time and effort from our senior
management, who are also responsible for managing our existing operations. The integration of new businesses may be difficult for a variety of
reasons, including differing culture, management styles and systems and infrastructure and poor records or internal controls. In addition,
integrating new acquisitions may require significant initial cash investments. Furthermore, even if we are successful in integrating our existing
and new businesses, expected synergies and cost savings may not materialize, resulting in lower than expected profit margins. We cannot assure
you that we will be successful in realizing any of the anticipated benefits of the companies that we are now in the process of integrating or that
we may acquire in the future. If we do not realize these benefits, our financial condition, results of operations and prospects could be materially
adversely affected.

Rapid growth and expansion may cause us difficulty in obtaining adequate managerial and operational resources, restricting our ability to
expand successfully our operations.

We have experienced substantial growth and development in a relatively short period of time, and we believe that our businesses will continue to
grow for the foreseeable future. The operating complexity of our business, as well as the responsibilities of management, have increased as a
result of this growth, placing significant strain on our managerial and operational resources. Our future operating results depend, in significant
part, upon the continued contributions of our management and technical personnel.

We will need to continue to improve our operational and financial systems and managerial controls and procedures to keep pace with our
growth. We will also have to maintain close coordination among our logistical, technical, accounting, finance, marketing and sales personnel.
Management of growth will require, among other things:

•  the ability to integrate new acquisitions into our operations;

•  continued development of financial and management controls and IT systems and their implementation in newly
acquired businesses;

•  increased marketing activities;

•  hiring and training of new personnel; and

•  the ability to adapt to changes in the markets in which we operate, including increased competition and demand
for our services.

Our inability to successfully manage our growth could have a material adverse effect on our business, financial condition and results of
operations.

There are material weaknesses in our internal control over financial reporting and we may not be able to remedy these material weaknesses
or prevent future material weaknesses. If we fail to do so there is a more than remote likelihood that a material misstatement of the annual
or interim statements will not be prevented or detected.

In connection with the audit of our consolidated financial statements for the year ended December 31, 2005, management and our independent
registered public accounting firm have identified material

5

Edgar Filing: WIMM BILL DANN FOODS OJSC - Form 20-F

11



weaknesses in our internal control over financial reporting as defined in the standards established by the Public Company Accounting Oversight
Board�s Auditing Standard No. 2 that affected our financial statements for the year ended December 31, 2005. The material weaknesses in our
internal control over financial reporting are summarized below:

•  Our financial statement closing process and the transformation of our statutory financial statements into U.S.
GAAP consolidated financial statements has not reduced to an acceptably low level the risk that material errors may
occur and may not be detected on a timely basis by management in the normal course of business;

•  Inadequate accounting resources and expertise in respect of the preparation of consolidated financial statements in
accordance with U.S. GAAP; and

•  Inadequate interpretation and implementation of Statement of Financial Accounting Standards No. 109,
Accounting for Income Taxes.

Notwithstanding the steps we have taken and continue to take that are designed to remediate each material weakness identified above, we may
not be successful in remediating these material weaknesses in the near or long term and we may not be able to prevent other material weaknesses
in the future. Any failure to maintain or implement required new or improved internal control over financial reporting, or any difficulties we
encounter in their implementation, could result in significant deficiencies or material weaknesses, cause us to fail to meet our periodic reporting
obligations or result in material misstatements in our financial statements. Any such failure could also adversely affect the results of periodic
management evaluations and annual auditor attestation reports regarding the effectiveness of our internal control over financial reporting that
will be required when the SEC�s rules under Section 404 of the Sarbanes-Oxley Act of 2002 become applicable to us beginning with our annual
report for the year ending December 31, 2006, to be filed in 2007. The existence of a material weakness could result in errors in our financial
statements that could result in a restatement of financial statements, cause us to fail to meet our reporting obligations and cause investors to lose
confidence in our reported financial information, leading to a decline in the price of our shares and ADSs. See �Item 15. Controls and Procedures�
for additional information.

To comply with the requirements of Section 404 of the Sarbanes-Oxley Act of 2002, we have incurred and will continue to incur significant
costs and resources, including senior management time, from our operating businesses, which could materially
adversely affect our business, results of operations and prospects.

Section 404 of the Sarbanes-Oxley Act and the SEC�s and the PCAOB�s regulations thereunder will become applicable to us for the fiscal year
ending December 31, 2006. These regulations include a requirement that our management evaluate the effectiveness of our internal control over
financial reporting on an annual basis and disclose any material weaknesses in our internal control over financial reporting. Our independent
registered public accounting firm will be required to audit management�s evaluation as well as our internal control over financial reporting. We
have already incurred and will continue to incur costs and resources, including time of senior management, to design, maintain and evaluate
internal control over financial reporting under these rules. Senior management time will necessarily be diverted from running our business.
These costs are especially high for us primarily due to the diversity and geographic location of our businesses. For these reasons, the costs
involved in attempting to achieve Section 404 compliance could have a material adverse effect on our business, financial condition, results of
operation and prospects.

We are taking steps to refine our internal control over financial reporting directed to correct the material weaknesses pursuant to Section 404 of
the Sarbanes-Oxley Act, and the efficacy of the steps we have taken to date and the steps we are still in the process of completing is subject to
continued management review supported by confirmation and testing by management and by our internal auditors, as well as audit committee
oversight. As a result, additional changes will be made to our internal control over
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financial reporting. Since 2003, we have hired 4 accounting personnel who are in the process of receiving or have received ACCA-qualification
with experience at other NYSE-listed Russian companies and at Big Four accounting firms in order to improve our U.S. GAAP capabilities. In
addition, in 2004, we established a new department devoted to developing our systems of internal control over financial reporting in an effort to
comply with Section 404 of the Sarbanes-Oxley Act of 2002. The department is comprised of four full-time employees who are tasked with
identifying and evaluating our business processes and implementing, where necessary, new or modified internal control procedures over
financial reporting. We engaged external consultants to help us correct the material weaknesses and improve our internal control over financial
reporting. These consultants are providing assistance in preparation by us of documentation of certain specific internal controls that are currently
in place over financial reporting.

Increased competition among juice producers in Russia has caused our sales volumes in our beverage segment to decline, which has
adversely affected and may continue to adversely affect our results of operations.

Although juice consumption in Russia continues to increase, our juice product sales volume decreased in 2004 and 2005 due to vigorous market
competition from other domestic producers and increased activity by foreign producers. Continued and/or increased competition among juice
producers in Russia may cause a continued decline in the sales volumes of our juice products, as well as affect our juice prices and profit
margins and, consequently, may materially adversely affect our results of operations. See �Item 4. Information on Our Company�B. Business
Overview�Beverage products and brands�Market trends and competition� for additional information regarding our competitors.

Consumer preference for low-price juice products and the volatility of certain raw materials required for juice production may cause our
profit margins to decline and have a material adverse affect on our results of operations.

Consumer preference for low-price juice products, primarily in the regions outside of Moscow and St. Petersburg where per capita household
incomes are generally lower, put pressure on juice prices in 2003, 2004 and 2005. In addition, raw materials required for juice production, such
as juice concentrate and sugar, are international commodities and are subject to international price fluctuations, and we have experienced
significant increases in the cost of these commodities in 2005. The cost of sugar has not stabilized thus far in 2006 and the price for juice
concentrate, especially orange, has increased significantly in 2006 and we expect it to continue to increase for the foreseeable future. A
continuation of these trends may cause a decline in our juice product profit margins and, consequently, materially adversely affect our results of
operations.

Increasing tariffs and restructuring in the transport sector could have a materially adverse effect on our business.

Railway transportation is one of our principal means of transporting supplies and juice and water products to our facilities and customers,
accounting for approximately 62% of our juice transportation expenses in 2005. Currently, the Russian government sets rail tariffs and may
further increase these tariffs as it did in 2003, 2004 and 2005. Railroad tariffs increased by approximately 40%, 32% and 18% in ruble terms in
2003, 2004 and 2005.

In 2003, legislation was enacted which sets out the framework for the reorganization of the Russian Railways Ministry into OAO Russian
Railroads, a joint-stock company, to be followed by the eventual privatization of certain of its functions by 2007. It is currently unclear whether
this reorganization and privatization will be completed in accordance with the timetable contemplated in the legislation or at all. If the
privatization of Russian Railroads or other factors result in increased railway transport costs, thereby decreasing our profit margins, our results
of operations could be materially adversely affected.
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Our inability to develop and maintain awareness of new brands, products and product categories could significantly inhibit our future
growth and profitability.

Our business strategy contemplates our entry into new product categories, development of new products and marketing new brands in existing
product lines. This strategy is designed to increase our market share and revenues by increasing consumer demand in our existing markets and
entering into new market segments. The success of this strategy depends, in part, on our ability to anticipate the tastes and dietary habits of
consumers and to introduce and offer products that appeal to their preferences. Our failure to anticipate, identify or react to changes in consumer
preferences and consequent failure to successfully develop new brands, products and product categories could negatively affect our expansion
strategy and could significantly inhibit our future growth and profitability.

In addition, developing and maintaining brand awareness of our brands in a cost effective manner is critical to informing and educating the
public about our current and future product offerings and is an important element in attracting new consumers. Successful promotion of our
brands will depend largely on the effectiveness of our marketing efforts and on our ability to provide reliable and useful products and services at
competitive prices. Brand promotion activities may not yield increased operating revenues, and even if they do, such operating revenues may not
offset the operating expenses we incur in building our brands. Furthermore, our ability to attract new consumers and retain existing consumers
depends, in part, on our ability to maintain what we believe to be our favorable brand image. Our failure to successfully and efficiently promote
and maintain our brands may limit our ability to attract new consumers and retain our existing consumers and materially adversely affect our
business, financial condition, results of operations and prospects.

If we do not continue to be an efficient producer in a highly competitive environment, particularly in relation to purchases of our packaging
and raw materials, or an effective advertiser in a highly inflationary media environment, our results of operations will suffer.

Our success depends, in part, on our continued ability to be an efficient producer in a highly competitive industry. If we cannot continue to
control costs through productivity gains or by eliminating redundant costs resulting from acquisitions, our results of operations will suffer. In
particular, price increases and shortages of packaging and raw materials could have a material adverse effect on our results of operations. For
example, our results of operations may be affected by the availability and pricing of packaging materials, principally cardboard and plastic
containers, and raw materials, principally raw milk and juice concentrate. We are substantially dependent upon one supplier of packaging
materials, Tetra Pak, which may make us more vulnerable to changes in global supply and demand and their effect on price and availability of
these materials. Additionally, weather conditions and other factors beyond our control significantly influence the price and availability of our
raw materials. A number of our raw materials, such as juice concentrate and sugar, are international commodities and are subject to international
price fluctuations, and we experienced significant increases in raw milk prices during 2003, 2004 and 2005.

Our success also depends on our continued ability to be an effective advertiser in a market where media inflation on leading national television
channels exceeded 25% in 2005. A substantial increase in the prices of any of the foregoing, which we may not be able to pass on to customers
through price increases, or a protracted interruption in supply with respect to packaging or raw materials, could have a material adverse effect on
our financial condition and results of operations. See �Item 4. Information on Our Company�B. Business Overview.�

8

Edgar Filing: WIMM BILL DANN FOODS OJSC - Form 20-F

14



We may be unable to continue to add products and greater production capacity in faster growing and more profitable categories.

The food industry�s growth potential is constrained by population growth, which has been falling in Russia, and growth in personal income. Our
success depends, in part, on our ability to expand our business faster than populations are growing in the markets that we serve, or
notwithstanding declines in the populations in those markets. One way to achieve that growth is to enhance our portfolio by adding products and
greater production capacity in faster growing and more profitable categories. In the past, we have experienced delays in the installation of new
production equipment due to internal technical integration issues as well as delays by vendors and other third-party suppliers in installing and
testing new production lines. Future delays in new equipment installation could inhibit our ability to add products and expand our production
capacity, cause our output volume to suffer and, consequently, have a material adverse effect on our results of operations.

Our inability to address the seasonal difference between the demand for dairy products and the supply of raw milk and the increasing prices
of raw milk could result in a significant increase in our production costs, reducing our profitability.

The demand for our dairy products is significantly higher during the winter months, when Russian raw milk production is at its lowest.
Conversely, during the summer months we generally experience depressed demand for dairy products in many markets, while raw milk
production is at its peak. If we are unable to mitigate this inverse relationship successfully, either through the purchase of raw milk during the
winter at commercially competitive prices or through the use of powder milk, our production costs will increase significantly in the winter,
reducing our profitability.

In addition, the average weighted raw milk purchase price increased for us in ruble terms by approximately 11% in 2003, 17% in 2004 and 14%
in 2005. The price increases are due, in part, to the raw milk shortages caused by the ongoing decline of dairy cattle in Russia. These increases
adversely affected our dairy product profit margins in 2003, 2004 and 2005, and continued increases in raw milk prices could further reduce our
profitability. The shortage of high quality raw milk, coupled with the raw milk price increases, may also limit our ability to expand our
production of high margin value-added dairy products. See �Item 5. Operating and Financial Review and Prospects�D. Trend Information� for
additional information.

In the event that the Moscow City Government were to reduce significantly the prices or the amount of products it purchases from our baby
food business, then our revenues and profits from this business could be reduced.

In 2005, the Moscow City Government purchased approximately 56% of the volume of baby food products we produced, and the proceeds of
the baby food products sold to the Moscow City Government comprised approximately 31% of the total sales of our baby food segment and
approximately 2% of the total sales of our group. We supply these products to the Moscow City Government pursuant to a tender held on a
yearly basis. In the event that we were to lose a tender, or the Moscow City Government was to reduce significantly the prices or the amount of
products it purchases from our baby food business, and we were unable to find alternative purchasers, then our revenues and profits from this
business could be reduced, which could have a material adverse effect on our financial condition and results of operations. We discuss the sale
and distribution of products produced at the Moscow Baby Food Plant in �Item 4. Information on Our Company�B. Business Overview�Current
Operations�Sales and Distribution�Distribution.�
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Our substantial reliance on independent retailers and independent distributors for the distribution of our products could lower our turnover
and reduce our competitiveness.

We sell our products either directly to retailers, including supermarkets, grocery shops and restaurants, or to independent distributors for resale
to retail outlets. We expect sales to retailers and independent distributors to continue to represent a significant portion of our revenues. Our
operations and distribution costs could be affected by the increasing consolidation of these entities, particularly as these customers become more
sophisticated and attempt to force lower pricing and increased promotional programs. For example, in the spring of 2001, several Russian
supermarket chains formed a loose alliance which publicly announced its intention not to purchase our products. Although these supermarket
chains now purchase our products, they may not continue to do so, and they or other supermarket chains may attempt a similar consolidation of
market power in the future. In addition, we expect the merger of two of Russia�s largest supermarket chains, Perekryostok and Pyatyorochka,
announced in April 2006, to further strengthen the negotiating leverage of supermarket chains in their dealings with us. A number of large
Western retailers, such as the Turkish retailer Ramenka, the German retailer Metro and the French retailer Auchan, have also opened stores in
the Moscow region, and we expect that the presence of these retailers will increase price competition.

We also compete with other brands for shelf space in retail stores and marketing focus by our independent distributors and retailers, and our
independent distributors and retailers offer other products, sometimes including their own brands, that compete directly with our products. In
addition, retailers in Russia typically charge food and beverage producers, including us and our competitors, for shelf space. If independent
distributors and retailers give higher priority to other brands, purchase less of, or even refuse to buy, our products, seek substantial discounts,
charge unreasonable prices for shelf space, fail to offer sufficient shelf space, or devote inadequate promotional support to our brands, it could
lower our turnover and reduce our competitiveness and profitability.

Independent distributors may export our products to countries where such products do not meet the requirements of applicable legislation.
The consequent recalls of our products and the associated negative publicity may adversely affect our reputation in the Russian Federation,
the CIS and abroad, and materially adversely affect our results of operations.

In exporting our products, we attempt to meet the standards and requirements of applicable legislation governing the import of food products
into the importing country. Independent distributors have, in some cases, attempted to export our products to countries where such products did
not meet the requirements of applicable legislation.

For instance, one of our independent dairy distributors exported our Darling Mila milk to the United States in January 2003. This milk was
subsequently recalled from stores in February 2003, when food inspectors discovered that the milk contained sulfonamide. Whereas Russian
legislation does not explicitly prohibit sulfonamide in milk, United States legislation does prohibit it. The recall, which was publicized in the
Russian press, and any similar events that may occur in the future could negatively affect our reputation in the Russian Federation, the CIS and
abroad, and materially adversely affect our results of operations.

We do not carry the types of insurance coverage customary in more economically developed countries for a business of our size and nature,
and a significant event could result in substantial property loss and inability to rebuild in a timely manner or at all.

We maintain insurance against some, but not all, potential risks and losses affecting our operations. We cannot assure you that our insurance will
be adequate to cover all of our losses or liabilities. We also can provide no assurance that insurance will continue to be available to us on
commercially reasonable
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terms. In the event that a significant event were to affect one of our facilities, we could experience substantial property loss and significant
disruptions in production, for which we would not be compensated. Additionally, depending on the severity of the property damage, we may not
be able to rebuild damaged property in a timely manner or at all. We do not maintain separate funds or otherwise set aside reserves for these
types of events. Any such loss or third party claim for damages may have a material adverse effect on our business, results of operations and
financial condition.

We are also exposed to product liability claims in the event that consumption of our products results in illness, injury or death, and we cannot
assure you that we will not experience any material product liability losses in the future. Although we maintain insurance coverage for product
liability, such coverage may be insufficient in the event of a claim. Moreover, certain of our production facilities are currently not covered by
product liability insurance. In addition, if any of the products we have produced are determined to be unsuitable for consumption, we may be
required to participate in a recall involving such products. For a more detailed discussion of our insurance coverage see �Item 4. Information on
Our Company�B. Business Overview�Insurance.�

If transactions of members of our group of companies and their predecessors-in-interest were to be challenged on the basis of
non-compliance with applicable legal requirements, the remedies in the event of any successful challenge could include the invalidation of
such transactions or the imposition of other liabilities on such group members.

Members of our group, or their predecessors-in-interest at different times, took a variety of actions relating to share issuances, share disposals
and acquisitions, mandatory buy-out offers, valuation of property, interested party transactions, major transactions, meetings of the group
members� governing bodies, other corporate matters and anti-monopoly issues that, if successfully challenged on the basis of non-compliance
with applicable legal requirements by competent state authorities, counterparties in such transactions or shareholders of the relevant group
members or their predecessors-in-interest, could result in the invalidation of such transactions and our corporate decisions, restrictions on voting
control or the imposition of other liabilities. Because applicable provisions of Russian law are subject to many different interpretations, we may
not be able to defend successfully any challenge brought against such transactions, and the invalidation of any such transactions or imposition of
any such liability may, individually or in the aggregate, have a material adverse effect on our business, financial condition and results of
operations.

Our management information system may be inadequate to support our future growth.

Our management information system is less developed in certain respects than those of food producers in more developed markets and may not
provide our management with as much or as accurate information as those in more developed markets. In addition, we may encounter
difficulties in the ongoing process of implementing and enhancing our management information system. Our inability to maintain an adequate
management information system may have a material adverse effect on our business.

Our competitive position and future prospects depend on our senior managers and other key personnel.

Our ability to maintain our competitive position and to implement our business strategy is dependent to a large degree on the services of our
senior management team and other key personnel. Moreover, competition in Russia for personnel with relevant expertise is intense due to the
small number of qualified individuals and, as a result, we attempt to structure our compensation packages in a manner consistent with the
evolving standards of the Russian labor market. We are not insured against the detrimental effects to our business resulting from the loss or
dismissal of our key personnel. The loss or decline in the services of members of our senior management team or an inability to attract, retain
and motivate qualified key personnel could have a material adverse effect on our business, financial condition and results of operations.
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We may not be able to protect our intellectual property rights adequately, resulting in material harm to our financial results and ability to
develop our business.

Given the importance of brand recognition to our business, we have invested considerable effort in protecting our portfolio of intellectual
property rights, including trademark registration. However, the steps we have taken may not be sufficient and third parties may infringe or
misappropriate our proprietary rights. Moreover, Russia and the other countries of the CIS in which we operate generally offer less intellectual
property protection than in Western Europe or North America. If we are unable to protect our proprietary rights against infringement or
misappropriation, it could materially harm our future financial results and our ability to develop our business. We describe our patents and
trademarks under �Item 4. Information on Our Company�B. Business Overview�Current Operations�Trademarks and Patents.�

Failure of several of our brand names and images, for which trademarks are currently being sought, to be awarded trademark protection
could negatively affect our marketing plans, resulting in increased advertising expenses and a material adverse effect on our financial
results.

As of June 1, 2006, we had 72 pending trademark applications in Russia and 7 pending trademark applications abroad. We are also in the
process of contesting the rejections of a number of our trademarks in countries outside of Russia. If our pending applications are not granted
trademark status, we will have limited ability to defend these brand names or images from use by others, significantly reducing the value of any
advertising using these brand names or images. This will negatively affect our marketing plans for the products that utilize these brand names or
images, and may require us to develop a different marketing approach for these products, resulting in increased advertising expenses and
adversely affecting our financial results. We further discuss our patents and trademarks under �Item 4. Information on Our Company�B. Business
Overview�Current Operations�Trademarks and Patents.�

If we are unable to obtain adequate funding, we may have to limit our operations substantially, which could have a material adverse effect
on our business, prospects and results of operations.

We continue to make significant capital expenditures, particularly in connection with the expansion of our existing operations, upgrades of
existing facilities, enhancing our infrastructure, including building new warehouses and acquisitions of new companies. For the fulfillment of
our capital spending plans, excluding expenditures for acquisitions, we spent approximately $107.2 million in 2003, $72.6 million in 2004 and
$75.1 million in 2005. We spent approximately $9.9 million in 2003, $5.3 million in 2004 and $24.3 million in 2005 for acquisitions. However,
we may not be able to meet our planned capital spending needs in the future in the event of the following potential developments:

•  a lack of external financing sources;

•  changes in the terms of existing financing arrangements;

•  pursuit of new business opportunities or investment in existing businesses that require significant investment;

•  slower than anticipated growth in demand for our products;

•  slower than anticipated revenue growth;

•  regulatory developments; or

•  a deterioration in the Russian economy.

To meet our financing requirements, we may need to attract additional equity or debt financing. Russian companies are limited in their ability to
issue shares in the form of ADSs or other depositary receipts due to Russian securities regulations, which, until 2005, generally provided that no
more than 40%
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of a Russian company�s shares may be circulated abroad through depositary receipt programs. This limitation was subsequently decreased to
35%. Our ADS and GDS programs together account for 40% of our outstanding shares (which amount was approved by the Russian securities
regulator based on the prior limit and is not required to be reduced to 35%). As a result, we are currently unable to raise additional equity
financing through the issuance of depositary receipts. The Russian government or its agencies may also impose other restrictions on international
securities offerings by Russian issuers. Any of the foregoing factors may limit the amount of capital available to meet our operating
requirements. If we cannot obtain adequate funds to satisfy our capital requirements, we may need to limit our operations significantly, which
could have a material adverse effect on our business, results of operations and prospects.

We are controlled by a group of shareholders whose interests could conflict with those of the holders of our securities.

As of May 15, 2006, to our knowledge, approximately 58.38% of our outstanding common stock is owned by the group of shareholders that
owned us prior to our IPO. This group has acted in concert since our establishment and, since 1997, pursuant to a Partnership and Cooperation
Agreement, amended and restated January 16, 2002, which requires the parties to vote the same way. This group continues and will continue to
be bound by this agreement to vote as a block until any member of the group elects to withdraw from the agreement. This agreement gives them
control over us and the ability to elect a majority of the directors, appoint management and approve certain actions requiring the approval of a
majority of our shareholders.

If not otherwise required by law, resolutions at a shareholders� meeting will be adopted by a simple majority in a meeting at which shareholders
holding more than half of the issued share capital are present or represented. Accordingly, as long as the group continues to hold, directly or
indirectly, the majority of our shares and act in concert pursuant to the Partnership and Cooperation Agreement, they will have the power to
control the outcome of most matters to be decided by vote at a shareholders� meeting and the appointment of the majority of directors and
removal of directors. The group will also be able to control or significantly influence the outcome of any vote on, among other things, any
proposed amendment to our charter, reorganization proposal, proposed substantial sale of assets or other major corporate transactions. Thus, the
group can take actions that may conflict with the interest of holders of our ADSs.

Members of our controlling group of shareholders also have interests in other companies, some of which conduct business with us. Related party
transactions with these companies may potentially result in the conclusion of transactions on terms less favorable than could be obtained in
arm�s-length transactions.

Recently adopted changes in Russian law will limit the amount of advertising time permitted on television, which could increase our
advertising expenses and have a material adverse effect on our sales and results of operations.

Russian law currently limits the amount of time that a broadcaster may devote to advertising to 20% of total broadcasting time per day, although
within that overall limit, it does not restrict the amount of advertising in any given hour. A newly-adopted law will further limit the permitted
amount of advertising time to 15% of daily broadcasting time, as well as limit advertising to no more than 20% in any hour from July 1, 2006
through December 31, 2007. From January 1, 2008, advertising will be further limited to no more than 15% per hour of broadcasting time.

As a result of this new law, the amount of available advertising time will decrease. In turn, the reduction in available advertising time will likely
lead to increased costs to advertisers for purchasing advertising time due to an increased demand for available time slots and a drive by media
outlets to recover their loses from the decreased volume of advertising time they are permitted to sell. We expect the greatest price increases to
affect television advertising, particularly during primetime.
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The new law also imposes certain restrictions on advertising that may require us to adjust some of our advertising campaigns.

We are among the largest advertisers in Russia. According to Gallup, we were the second largest advertiser in Russia in 2003, the third largest
advertiser in 2004 and the ninth largest advertiser in 2005. In 2005, over 50% of our advertising expenditures related to television
advertisements. At the same time, media inflation in Russia has been significant in recent years, exceeding 34% in 2004 and 28% in 2005.
Imposition of the new law, coupled with overall media inflation in Russia, will likely increase our advertising expenses. The increased cost of
advertising, along with the decreased availability of advertising time slots, may also lead to a decrease in our television advertising which,
consequently, may have a material adverse effect on our sales and results of operations.

In the event that our equipment rental arrangements were deemed to be subject to licensing requirements, our subsidiaries engaging in these
arrangements could be subject to liquidation or face the invalidation of the rental contracts.

A number of our subsidiaries purchase equipment which they then, in turn, lease to raw milk producers. Prior to February 11, 2002, when the
new Federal Law on Licensing of Certain Types of Activities became effective, Russian legislation required a license for financial leasing
activities, but it is unclear whether this requirement extended to our leasing activities. Although leasing activities are no longer subject to
licensing, in the event that the relevant governmental authorities were to successfully claim that a license was required for our past leasing
activities, we would be subject to significant adverse consequences such as the potential liquidation of the leasing entity and invalidation of the
relevant contracts.

One or more of our subsidiaries could be forced into liquidation on the basis of formal non-compliance with certain requirements of Russian
law, which could materially adversely affect our business, financial condition, results of operations and prospects.

Certain provisions of Russian law may allow a court to order liquidation of a Russian legal entity on the basis of its formal non-compliance with
certain requirements during formation, reorganization or during its operation. There have been cases in the past in which formal deficiencies in
the establishment process of a Russian legal entity or non-compliance with provisions of Russian law have been used by Russian courts as a
basis for liquidation of a legal entity. For example, in Russian corporate law, negative net assets calculated on the basis of Russian accounting
standards as at the end of the second or any subsequent year of a company�s operation, can serve as a basis for a court to order the liquidation of
the company, upon a claim by governmental authorities. Many Russian companies have negative net assets due to very low historical asset
values reflected on their Russian accounting standards balance sheets; however, their solvency, i.e., their ability to pay debts as they come due, is
not otherwise adversely affected by such negative net assets.

Twenty-two of our subsidiaries have negative net assets. These subsidiaries, taken together, are material to our operations. We believe that, as
long as these subsidiaries continue to fulfill their obligations, the risk of their liquidation is minimal. However, we have taken and continue to
take certain steps to remedy this situation and reduce the number of subsidiaries with negative net assets. We are also in the process of
integrating the newly acquired businesses and restructuring our subsidiaries, which we expect will reduce the number of subsidiaries with
negative net assets. While we understand that a Moscow court liquidated a company with negative net assets in 2002, we are not aware of any
situation where a Russian company has been liquidated pursuant to this legislation if it has met all of its obligations, as each of these subsidiaries
has. Therefore, we believe that this risk is remote and have not included it as a contingency in the notes to our financial statements which appear
elsewhere in this document. However, weaknesses in the Russian legal system create an uncertain legal environment, which makes the decisions
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of a Russian court or a governmental authority difficult, if not impossible, to predict. If involuntary liquidation were to occur, then we may be
forced to reorganize the operations we currently conduct through the affected subsidiaries. Any such liquidation could lead to additional costs,
which could materially adversely affect our business, financial condition, results of operations and prospects.

In the event that deficiencies or ambiguities in privatization legislation are successfully exploited to challenge our ownership in our
privatized subsidiaries and we are unable to defeat these challenges, we risk losing our ownership interest in the subsidiaries or their assets,
which could materially adversely affect our business, financial condition, results of operations and prospects.

Our business includes a number of privatized companies in Russia and other countries of the former Soviet Union, and our acquisition strategy
will likely involve the acquisition of additional privatized companies. To the extent that privatization legislation is vague, inconsistent or in
conflict with other legislation, including conflicts between federal and local privatization legislation, many privatizations are vulnerable to
challenge, including selective challenges. For instance, a series of presidential decrees issued in 1991 and 1992 that granted to the Moscow City
Government the right to adopt its own privatization procedures were subsequently held to be invalid by the Constitutional Court of the Russian
Federation, which ruled, in part, that the presidential decrees addressed issues that were the subject of federal law. While this court ruling, in
theory, did not require any implementing actions, the presidential decrees were not officially annulled by another presidential decree until 2000.
In the event that any title to, or our ownership stakes in, the privatized companies acquired by us, are subject to challenge as having been
improperly privatized and we are unable to defeat this claim, we risk losing our ownership interest in the company or its assets, which could
materially affect our business and results of operations. In particular, as we own a substantial number of our other subsidiaries through the
Lianozovo Dairy Plant, and as the Lianozovo Dairy Plant constitutes the majority of our production capacity, its loss would materially adversely
affect our prospects, business and results of operations.

Additionally, of the 98.02% of the Lianozovo Dairy Plant and 98.91% of the Tsaritsino Dairy Plant which we own, 15% of each were acquired
in separate investment tenders held by the Department of State and Municipal Property of the Moscow City Government. Under the legislation
governing such tenders, a tender is not valid unless at least two participants submit bids. In the investment tenders for the Lianozovo Dairy Plant
and the Tsaritsino Dairy Plant, the only two participants were entities which were under common control, an arguable violation of this
requirement. In the event that the Russian government authorities were successfully to maintain that these tenders were not duly held since the
participants were under common control, we could lose 15% of our stakes in the Lianozovo Dairy Plant and the Tsaritsino Dairy Plant,
materially adversely affecting our results of operations.

In addition, under Russian law, transactions in shares may be invalidated on many grounds, including a sale of shares by a person without the
right to dispose of such shares, breach of interested party and/or major transactions rules and failure to register the share transfer in the securities
register. As a result, defects in earlier transactions in shares of our subsidiaries (where such shares were acquired from third parties) may cause
our title to such shares to be subject to challenge.

In the event that companies which, as a result of our corporate reorganization for our initial public offering, were transferred by us but
continue to be associated in the public mind with the �Wimm-Bill-Dann� name give rise to shareholder liability or reputational issues, our
results of operations or reputation could suffer.

As part of our corporate reorganization for our initial public offering, we transferred our interests in a bank, Expobank, and four breweries to
certain of our shareholders. These shareholders, in turn, have disposed of their interests in the bank and the breweries. In the event that these
companies, which are no longer owned by us but may continue to be associated with the �Wimm-Bill-Dann� name in the public mind, are subject
to negative publicity, our reputation could be affected. For example, there have been
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press reports about a dispute regarding the exclusion, in the fall of 2000, of minority shareholders from a shareholders� meeting of a beer
company previously owned by us and our current shareholders, some of whom are also members of our Board of Directors. These press reports
repeated allegations made by the excluded minority shareholders as to the illegality of their exclusion, although their exclusion was upheld in
court. Press speculation of a similar nature could raise concerns about how the holders of our securities and minority shareholders in our
company will be treated, negatively affecting the price of our securities. Additionally, we could be held responsible for any shareholder liability
which arises in connection with these companies and their operations during the time which they were owned by our subsidiaries.

We have engaged and may continue to engage in transactions with related parties that may present conflicts of interest, potentially resulting
in the conclusion of transactions on less favorable terms than could be obtained in arm�s-length transactions.

We have engaged in transactions with affiliated parties and may continue to do so. For example, we have engaged in transactions with certain of
our shareholders, directors and executive officers and companies controlled by them, including equity purchases, supply contracts, loan
arrangements, indemnification agreements and real property acquisitions. Conflicts of interest may arise between our affiliates and us,
potentially resulting in the conclusion of transactions on terms not determined by market forces.

Allegations about certain of our shareholders or directors could adversely affect our reputation.

Certain of our shareholders and directors, including the Chairman of our Board of Directors, are together controlling shareholders in a group of
related companies sometimes referred to as �Trinity.� The Trinity group engages in agro business, security services, casinos and construction. We
purchased Municipal Guard Agency, a security services company, from the Trinity group in 2001. Prior to and in the beginning of 2002, we
obtained security services from Trinity-Negus, and we currently purchase milk from certain milk supply companies in the Trinity group. See
�Item 7. Major Shareholders and Related Party Transactions�B. Related Party Transactions� for a description of these transactions. The Trinity
group has been the subject of speculation in the Russian press, including with respect to possible links with organized crime. However, no
charges have been brought by governmental authorities against any of our shareholders or directors and, to the best of our knowledge, none has
been threatened. In addition, our largest shareholder, who has been a member of our Board of Directors since June 14, 2005, was convicted of a
violent crime in 1980 under the Soviet system and served nine years in a labor camp. Press speculation about these or other matters relating to
our shareholders or directors could adversely affect our reputation and the value of our securities.

Possible implementation of new federal or local government policies, or selective application of existing policies, affecting the food industry
could substantially and negatively affect our turnover and operating margin.

Possible implementation of new federal or local government policies, or selective application of existing policies, affecting the food industry
could have a significant impact on our business. For example, the federal and local governments have been known to implement trade barriers,
subsidies and other policies favoring certain producers. Additionally, customs regulations in Russia are unclear, subject to frequent change and
are applied inconsistently. The imposition of higher customs duties on products we import would increase the costs of our products and reduce
our profits, while the implementation of price controls on products we produce would reduce our operating margin. For example, federal
customs regulations enacted during 2001 subject juice concentrate imports to the highest level of customs duties allowed for that particular
category of imports. In addition, federal customs regulations enacted during 2002 stipulate minimum declaration amounts for imported goods.
As a result of such regulations, we may
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be forced to declare a higher value for imported goods than the amount actually paid and, consequently, pay a higher tariff on such goods.

Another example of a government regulation that has affected us is Government Regulation No. 988, which requires food producers intending to
develop and offer a new food product to the public to file an application for the product�s state registration and incorporation into the State
Register of Permitted Food Products. Failure to comply with Regulation No. 988 could cause delays in introducing new food and beverage
products to the public, as well as the disallowance of certain tax benefits otherwise available to producers of certain food products, such as baby
food. The implementation of this regulation in June 2004 has caused delays in our introduction of certain new products and has increased
production costs. We may continue to experience similar delays and increased costs in connection with Regulation No. 988 in the future.

In addition, the new Sanitary Rules on Children�s Food Products, which became effective on June 1, 2005, disallow certain tax benefits we
formerly enjoyed in relation to some of our baby food products.

Increased domestic production by our foreign competitors could reduce our competitive advantages against them, which would have a
material adverse effect on our market share and results of operations.

A number of our foreign competitors, such as Danone, Parmalat, Lactalis, Campina, Ehrmann, Onken and Pascuale, have begun to invest in
domestic production facilities, while others, such as Coca-Cola, have acquired domestic producers. These investments and acquisitions reduce
the competitive advantages that we have over foreign competitors without domestic production capability. A continuation of this trend may
result in increased competition for qualified personnel and higher labor costs, and would have a material adverse effect on our business and
results of operations. See �Item 4. Information on Our Company�B. Business Overview� for further description of the recent investments by some
of our foreign competitors in Russian production facilities.

If the Federal Antimonopoly Service were to conclude that we acquired or created a new company in contravention of antimonopoly
legislation, it could impose administrative sanctions and require the unwinding of such transactions, which could have a material adverse
effect on our business and results of operations.

Our business has grown substantially through the acquisition and founding of companies, many of which required the prior approval or
subsequent notification of the Federal Antimonopoly Service or its predecessor agencies. In part, relevant legislation restricts the acquisition or
founding of companies by groups of companies or individuals acting in concert without this approval or notification. While we believe that we
have complied with the applicable legislation for our acquisitions and founding of new companies, this legislation is sometimes vague and
subject to varying interpretations. Additionally, although the common ownership by our shareholders of a number of companies which are now
our subsidiaries was generally made known to the Federal Antimonopoly Service and its predecessors, the existence of the shareholders�
agreement among our current shareholders was not disclosed. If the Federal Antimonopoly Service were to conclude that an acquisition or
creation of a new company was done in contravention of applicable legislation, it could impose administrative sanctions and require the
divestiture of this company or other assets, which could have a material adverse effect on our business and results of operations.

Further restrictions on our business which is categorized as a monopoly, or the extension of monopoly status to other of our businesses,
could result in the regulation of our prices and restriction of our commercial activities, materially adversely affecting our results of
operations.

Under Russian legislation, the Federal Antimonopoly Service may categorize a company as a dominant force in a market. Our baby food
business is categorized as a monopoly in Moscow and the Moscow region, placing restrictions on our ability to increase our profit margins for
that business. Any
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ruling that any of our other businesses is a monopoly could result in the regulation of our prices and restrictions on our commercial activities.
The imposition of government-determined prices could, in turn, result in competitive disadvantages and a significant decline in revenues.
Additionally, restrictions on expansion or government-mandated withdrawal from regions or markets would adversely affect our plans for
expansion and could reduce our market share.

In the event that our minority shareholders or minority shareholders of our subsidiaries were to challenge successfully past or future
interested party transactions, or do not approve interested party transactions or other matters in the future, the invalidation of such
transactions or failure to approve such matters could have a material adverse effect on our business, financial condition, results of
operations or prospects or the value of the shares and ADSs.

We own less than 100% of the equity interests in some of our subsidiaries. In addition, certain of our wholly owned subsidiaries have had other
shareholders in the past. We and our subsidiaries in the past have carried out, and continue to carry out, transactions which may be considered to
be �interested party transactions� under Russian law, requiring approval by disinterested directors, disinterested independent directors or
disinterested shareholders depending on the nature of the transaction and parties involved. See �Item 10. Additional Information�B. Charter and
Certain Requirements of Russian Legislation�Interested Party Transactions.� The provisions of Russian law defining
which transactions must be approved as �interested party transactions� are subject to different interpretations. We cannot
assure you that our and our subsidiaries� applications of these concepts will not be subject to challenge by former and
current shareholders. Any such challenges, if successful, could result in the invalidation of transactions, which could
have a material adverse effect on our business, financial condition, results of operations or prospects and the value of
the shares and ADSs.

In addition, Russian law requires a three-quarters majority vote of the holders of voting stock present at a shareholders� meeting to approve
certain transactions and other matters, including, for example, charter amendments, major transactions involving assets in excess of 50% of the
assets of the company, repurchase by the company of shares and certain share issuances. In some cases, minority shareholders may not approve
interested party transactions requiring their approval or other matters requiring approval of minority shareholders or supermajority approval. In
the event that these minority shareholders were to challenge successfully past interested party transactions, or do not approve interested party
transactions or other matters in the future, we could be limited in our operational flexibility and our business, financial condition, results of
operations or prospects could be materially adversely affected.

Over the past several years, we have sought and continue to seek to purchase minority stakes in our subsidiaries with the aim of acquiring 100%
interests in each of our key subsidiaries. For example, in January 2005, we acquired a 10% stake in our subsidiary Siberian Dairy Plant from
minority shareholders for a cash consideration of $1.1 million increasing our beneficial ownership to 87.1%. In March and April 2004, we
acquired a total of an additional 6.2% of our subsidiary Tsaritsino Dairy Plant from our minority shareholders for a cash consideration of $3.4
million increasing our beneficial ownership to 97.6%. In addition, we acquired a 47.7% interest in our subsidiary Ufa Dairy Plant in
September 2003 from minority shareholders for a cash consideration of $3.1 million increasing our beneficial ownership to 96.5%. In the future,
minority shareholders may elect not to sell their shares to us, and thereby impede our efforts in acquiring 100% ownership interests in our
subsidiaries.
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Risks Relating to Our Financial Condition

Inflation could increase our costs and decrease our operating margins.

The Russian economy has been characterized by high rates of inflation. As we tend to experience inflation-driven increases in certain of our
costs, including salaries and rents, which are sensitive to rises in the general price level in Russia, our costs in U.S. dollar terms will rise. In this
situation, due to competitive pressures, we may not be able to raise the prices we charge for our products and services sufficiently to preserve
operating margins. Accordingly, high rates of inflation in Russia could increase our costs and decrease our operating margins.

Servicing and refinancing our indebtedness will require a significant amount of cash. Our ability to generate cash or obtain financing
depends on many factors beyond our control.

We have a substantial amount of outstanding indebtedness, primarily consisting of the liabilities we have in connection with our $150 million
loan participation notes due 2008, our ruble bonds, bank loans and obligations under equipment financing. As at December 31, 2005, our
consolidated total debt was approximately $371.6 million, of which $37.9 million was secured by equipment or inventory.

Our ability to make payments on and to refinance our indebtedness, and to fund planned capital expenditures and research and development
efforts, will depend on our ability to generate cash in the future. This, to a certain extent, is subject to general economic, financial, competitive,
legislative, regulatory and other factors that are beyond our control. If we are unable to generate sufficient cash flow or otherwise obtain funds
necessary to make required payments, we may default under the terms of our indebtedness, thereby allowing the holders of our indebtedness to
accelerate the maturity of such indebtedness, and potentially causing cross-defaults under and acceleration of our other indebtedness.

We may not be able to generate sufficient cash flow or access international capital markets or incur additional indebtedness to enable us to
service or repay our indebtedness or to fund our other liquidity needs. We may need to refinance all or a portion of our indebtedness, including
our $150 million loan participation notes due 2008, on or before maturity, sell assets, reduce or delay capital expenditures or seek additional
capital. Refinancing or additional financing may not be available on commercially reasonable terms, and we may not be able to sell our assets or,
if sold, the proceeds therefrom may not be sufficient to meet our debt service obligations. Our inability to generate sufficient cash flow to satisfy
our debt service obligations, or to refinance debt on commercially reasonable terms, would have a material adverse effect on our business,
financial condition, results of operations and prospects.

Covenants in our debt agreements restrict our ability to borrow, invest and engage in various activities, which could impair our ability to
expand or finance our future operations.

Our short-term and long-term debt agreements, including the loan agreement relating to our $150 million loan participation notes due 2008,
contain covenants that impose operating and financial restrictions on us and our subsidiaries. These restrictions significantly limit, and in some
cases prohibit, among other things, our and certain of our subsidiaries� ability to incur additional debt, provide guarantees, create liens on assets
or enter into business combinations. See �Item 10. Additional Information�C. Material Contracts�Loan Agreement relating to the Loan Participation
Notes and Guarantee.� Failure to comply with these restrictions would constitute a default under our debt agreements, including the loan
agreement relating to our $150 million loan participation notes due 2008, and any of our other senior debt containing cross-default provisions
could become immediately due and payable, which would materially adversely affect our business, financial conditions and results of
operations. In addition, some of our debt agreements contain provisions which permit our lenders to require us to repay our debt to them in the
event of a deterioration in our financial condition.
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We may not have the ability to raise the funds necessary to finance a prepayment of certain of our outstanding indebtedness in case of a
change of control event.

The terms of the loan agreement relating to our $150 million loan participation notes due 2008 and some of our other debt agreements require
that we prepay the outstanding debt upon the occurrence of certain change of control events. A change of control event will generally be
triggered at such time as any person acting alone or together with other persons (excluding several of our major shareholders acting individually
or as a group): (i) is or becomes interested, directly or indirectly, in the aggregate of more than 50% of our capital stock with voting power, or
(ii) has or acquires the right to appoint or remove a majority of our Board of Directors, or (iii) has or acquires control of a majority of our voting
rights, in each case, in circumstances where, solely as a result of any such event as specified by the relevant rating agencies, a rating decline (as
further described in the loan agreement relating to our $150 million loan participation notes due 2008) would result.

If a change in control occurs, and we are required to prepay our debt, such event could have a material adverse effect on our business, financial
condition, results of operations and business prospects. It is also possible that we will not have sufficient funds at the time of the change of
control to satisfy such prepayment obligations, or to refinance the debt on commercially reasonable terms.

Our inability to effect certain mergers within our group of companies may prevent us from optimizing our tax rate and result in increased
taxes.

As Russian tax regulations do not allow Russian companies to pay taxes on a consolidated basis, i.e., to offset the losses of one subsidiary
against the profits of another subsidiary, we are seeking to merge certain companies within each of our segments in an effort to optimize the tax
rates applicable to us. Our ability to effect such mergers depends, in each instance, upon our receipt of certain governmental and corporate
approvals. Our inability or failure to consummate the mergers may prevent us from optimizing our tax rates and our effective tax rate may
increase as our operations continue to expand.

Devaluation of the ruble against the U.S. dollar could increase our costs and reduce our operating revenues.

A significant portion of our costs, expenditures and liabilities, including costs of packaging, juice concentrate and certain other raw materials, as
well as capital expenditures and borrowings (including our $150 million loan participation notes due 2008), are either denominated in, or closely
linked to, the U.S. dollar, while substantially all of our operating revenues are denominated in rubles. As a result, the devaluation of the ruble
against the U.S. dollar can adversely affect us by increasing our costs in ruble terms. Additionally, if the ruble declines against the U.S. dollar
and price increases cannot keep pace, we could have difficulty repaying or refinancing our U.S. dollar-denominated indebtedness, including our
notes. The devaluation of the ruble also results in losses in the value of ruble-denominated assets, such as ruble deposits.

The decline in the value of the ruble against the U.S. dollar also reduces the U.S. dollar value of tax savings arising from the depreciation of our
property, plant and equipment, since their basis for tax purposes is denominated in rubles at the time of the investment. Increased tax liability
would increase total expenses.

Restrictions on investments outside Russia or in hard-currency-denominated instruments in Russia expose our cash holdings to devaluation.

Currency regulations established by the Central Bank of Russia restrict investments by Russian companies outside Russia and in most
hard-currency-denominated instruments in Russia, and there are only a limited number of ruble-denominated instruments in which we may
invest our excess cash. Additionally, subject to certain exceptions, Russian companies must repatriate 100% of their offshore foreign currency
earnings to Russia. In 2005, Russian companies were required to convert 10% of those
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earnings into rubles within seven days of receipt. While this conversion requirement was abolished by legislation that came into effect in
May 2006, Russian legislation allows the Central Bank of Russia to reinstate the conversion requirement in any amount up to 30%. Any
balances maintained in rubles will give rise to losses if the ruble devalues against the U.S. dollar.

Russian currency control regulations could hinder our ability to conduct our business.

The Central Bank of Russia has from time to time imposed various currency control regulations, and may take further actions in the future.
Furthermore, the government and the Central Bank of Russia may impose additional requirements on cash inflows and outflows into and out of
Russia or on the use of foreign currency in Russia, which could prevent us from carrying on necessary business transactions, or from
successfully implementing our business strategy.

A framework law on exchange controls which took effect in June 2004 empowers the government and the Central Bank of Russia to further
regulate and restrict currency control matters, including operations involving foreign securities and foreign currency borrowings by Russian
companies. While the new regulatory regime continues to be restrictive, the law contemplates that most restrictions on currency operations will
be removed effective January 1, 2007.

Some of our customers, debtors and suppliers may fail to pay us or to comply with the terms of their agreements with us which could
adversely affect our results of operations.

Russia�s inexperience with a market economy relative to more developed economies poses numerous risks that could interfere with our business.
For example, the failure to satisfy liabilities is widespread among Russian businesses and the government. Furthermore, it is difficult for us to
gauge the creditworthiness of some of our customers, as there are no reliable mechanisms, such as reliable credit reports or credit databases, for
evaluating their financial condition. Consequently, we face the risk that some of our customers or other debtors will fail to pay us or fail to
comply with the terms of their agreements with us, which could adversely affect our results of operations.

In addition, we are limited in our ability to control the conduct of our raw materials and equipment suppliers, including their adherence to
contract delivery terms and their compliance with applicable legislation, such as currency, customs and environmental regulations and laws
relating to the use of food additives and genetically modified food products. Failure of our suppliers to adhere to the terms of our contracts with
them or the law may negatively affect our reputation and our business.

Limitations on the conversion of rubles to foreign currencies in Russia could increase our costs when making payments in foreign
currencies to suppliers and creditors and could cause us to default on our obligations to them.

Many of our major capital expenditures are denominated and payable in various foreign currencies, including the U.S. dollar and euro. Russian
legislation currently permits the conversion of ruble revenues into foreign currency. Any delay or other difficulty in converting rubles into a
foreign currency to make a payment or delay in or restriction on the transfer of foreign currency could limit our ability to meet our payment and
debt obligations, which could result in the loss of suppliers, acceleration of debt obligations and cross-defaults and, consequently, have a
material adverse effect on our business, financial condition and results of operations.
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If the various initiatives we have used to reduce our tax burden and/or our calculation of our VAT and profit tax liabilities are successfully
challenged by the Russian tax authorities, we will face significant losses associated with the assessed amount of tax underpaid and related
interest and penalties, which would have a material impact on our financial condition and results of operations.

We have used various initiatives to reduce our tax burden. As described below, several of our tax initiatives have recently been challenged by
the Russian tax authorities. There have also been press reports of instances in which the Russian tax authorities have successfully challenged
structures similar to those we have used. If any of our initiatives are successfully challenged by the Russian tax authorities, we would face
significant losses associated with the assessed amount of tax underpaid and related interest and penalties. These losses could have a material
impact on our financial condition and results of operations. See Note 29 to our Consolidated Financial Statements included under �Item 18.
Financial Statements.�

In addition, the Russian tax authorities audited the Tsaritsino Dairy Plant for the period covering 2000 through 2003. This audit resulted in a tax
assessment of approximately $3.7 million relating to the plant�s calculation of its profit tax and value-added tax, or VAT, liability and a reduction
in the amount of VAT refundable to the Tsaritsino Dairy Plant by approximately $1.0 million. The Tsaritsino Dairy Plant filed a claim with the
Moscow Arbitration Court challenging these decisions in December 2004. In February 2005, the Moscow Arbitration Court ruled in our favor,
except for the profit tax exemption in the amount of approximately $0.1 million paid by the Tsaritsino Dairy Plant as a charity donation. The
court�s decision was thereafter affirmed, and the appeal by the Russian tax authorities was dismissed by the Appellate Arbitration Court.

In November 2004, Fruit Rivers was assessed approximately $3.0 million relating to its calculation of VAT. Fruit Rivers challenged this
assessment and the Moscow Arbitration Court voided the assessment in April 2005. The tax authorities did not appeal the decision and the
period for appeal has expired.

As court decisions in Russia do not constitute precedent for subsequent cases, the court decisions described above do not prevent the Russian tax
authorities from filing similar claims against us or our subsidiaries or preclude the possibility that courts would rule in their favor on such
claims. Thus, while we believe that our subsidiaries have complied and continue to comply with their profit tax and VAT obligations, the
Russian tax authorities may in the future make claims against other of our subsidiaries for additional profit tax or VAT amounts with respect to
sales of their products. These claims could be significantly larger than the claims described above, and our ability to recover VAT owed by the
Russian tax authorities could also be jeopardized. The resulting losses could have a material adverse impact on our financial condition and
results of operations.
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