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REPORT OF THE BOARD OF DIRECTORS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 

 
 
The Board of Directors presents its report and audited financial statements of the  
Company for the period from incorporation to 31 December 2005.   
 
Incorporation and principal activities 
 
The Company was incorporated in the Republic of Cyprus on 7 December 2004 and its 
principal activity is its operation as an investment firm and the provision of investment 
and related services. 
 
The company is also authorized by the Financial Services Authority (FSA) of the 
United Kingdom to provide cross-border financial services in the United Kingdom 
under the investment Services Directive (93/22/EEC) and is a member of the London 
Stock Exchange (LSE). 
 
Results 
 
The results for the period are presented in the income statement which is  set out on 
page 5, showing a profit after tax of US$2.656.707 
 
Dividends  
 
The Board of Directors does not recommend the payment of a dividend and the net 
profit for the period is retained. 
 
Significant events after the end of the financial period. 
 
No significant events have occurred after the end of the financial period. 
 
Expected future developments of the company  
 
The Board of Directors do not expect any significant changes in the activities of the 
Company for the foreseeable future. 
 
Review of the development, financial performance and current position of the 
Company and description of its major risks and uncertainties 
 
The Company’s development to date, financial results and position as presented in the 
financial statements are considered satisfactory.  There are no major risks and 
uncertainties that the Company faces. 
 
Share Capital 
 
During the period the authorised and issued share capital of the Company were 
increased from US$300.000 divided into 1.000 shares of US$300 each on incorporation 
to US$1.400.100 divided into 4.667 shares of US$300 each. 
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REPORT OF THE BOARD OF DIRECTORS – CONTINUED  
FOR THE PERIOD ENDED 31 DECEMBER 2005 
 
 
Board of Directors  
 
The members of the Board of Directors at 31 December 2005 and the date of this report 
are shown on page 1. All the members of the Board of Directors will continue in office. 
 
Auditors  
Messrs. Deloitte & Touche Limited expressed their willingness to continue in office.  A 
resolution authorising the Board of Directors to fix their remuneration will be submitted 
at the forthcoming Annual General Meeting. 
 
 
BY ORDER OF THE BOARD OF DIRECTORS 
 
 
 
     
George Yiallourides  Evgeny Kunts  Pavlos Aristodemou 
Director  Director   Director  
 
 
Limassol, 4 August 2006 
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REPORT OF THE AUDITORS TO THE MEMBERS OF                                                     
BROKERCREDITSERVICE (CYPRUS) LIMITED 
 
Report on the financial statements 
 
We have audited the financial statements of BrokerCreditService (Cyprus) Limited on 
pages 5 to 17, which comprise the balance sheet as at 31 December 2005 and the 
income statement, statement of changes in equity and cash flow statement for the 
period then ended, and the related notes. These financial statements are the 
responsibility of the Company’s Board of Directors. Our responsibility is to express an 
opinion on these financial statements based on our audit.  This report is made solely to 
the Company’s members, as a body, in accordance with Section 156 of the Companies 
Law, Cap. 113. Our audit work has been undertaken so that we might state to the 
Company’s members those matters we are required to state to them in an auditor’s 
report and for no other purpose. To the fullest extent permitted by law, we do not 
accept or assume responsibility to anyone other than the Company and the Company’s 
members as a body, for our audit work, for this report, or for the opinions we have 
formed. 
 
We conducted our audit in accordance with International Standards on Auditing. Those 
Standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by the Board of Directors, as well as evaluating the 
overall financial statement presentation. We believe that our audit provides a 
reasonable basis for our opinion.  
 
In our opinion, the financial statements give a true and fair view of the financial 
position of BrokerCreditService (Cyprus) Limited as of 31 December 2005 and of its 
financial performance and its cash flows for the period then ended in accordance with 
International Financial Reporting Standards and the requirements of Cyprus Companies 
Law, Cap. 113 as adopted by the EU and International Financial Reporting Standards as 
issued by the IASB. 
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Report on other legal requirements 
 
Pursuant to the requirements of the Companies Law, Cap. 113, we report the following: 

• We have obtained all the information and explanations we considered necessary 
for the purposes of our audit. 

• In our opinion, proper books of account have been kept by the Company. 
• The Company’s financial statements are in agreement with the books of 

account. 
• In our opinion and to the best of our information and according to the 

explanations given to us, the financial statements give the information required 
by the Companies Law, Cap. 113, in the manner so required. 

• In our opinion, the information given in the report of the Board of Directors on 
page 2 and 3 consistent with the financial statements. 

 
 
 
 
 
DELOITTE & TOUCHE LIMITED 
Certified Public Accountants (Cyprus) 
 
 
Limassol, 4 August 2006. 
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INCOME STATEMENT  
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars ) 
 
   
    7/12/2004- 
    31/12/2005 
 Note   US$ 
     
Revenue 3   2.958.848 
 
Administration expenses    (280.330) 
Selling expenses     (10.873) 
    2.667.645 
Profit from operations      
Financial expenses, net  4   (10.938) 
     
Profit for the period before taxation 5   2.656.707 
Taxation  6   - 
Profit for the period after taxation    2.656.707 
  
  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The notes on pages 9 to 17 form an integral part of the financial statements. 
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BALANCE SHEET 
AT 31 DECEMBER 2005 
(Expressed in United States Dollars) 
 
    31/12/2005 
 Note   US$ 
     
ASSETS     
Non-current assets      
Property, plant and equipment 7   12.204 
Intangible assets 8   303 
Total non-current assets     12.507 
     
Current assets      
Investments held for trading  9   111.431 
Trade receivables and prepayments 10   12.117.001 
Margin credit     225.013 
Cash and cash equivalents 11   604.334 
Total current assets     13.057.779 
Total assets    13.070.286 
     
EQUITY AND LIABILITIES     
Equity     
Share capital 12   1.400.100 
Retained Earnings    2.656.707 
Total equity    4.056.807 
     
Current liabilities     
Amount due to clients  13   8.713.623 
Accrued expenses and other liabilities    40.032 
Shareholders’ current account    259.824 
Total current liabilities    9.013.479 
Total equity and liabilities    13.070.286 
     
 
 
These financial statements were approved by the Board of Directors on 4 August 
2006. 
 
 
     
George Yiallourides  Evgeny Kunts  Pavlos Aristodemou 
Director  Director   Director  
 
 

 
 
 

The notes on pages 9 to 17 form an integral part of the financial statements. 
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STATEMENT OF CHANGES IN EQUITY 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars) 

 
 
 
     Total 
 Share  Retained  Shareholders’ 
 Capital  Earnings  Equity 

 US$  US$  US$ 
      
Balance 7 December 2004 -  -  - 
Issue share capital  1.400.100  -  1.400.100 
Net profit for the period  -  2.656.707  2.656.707 
Balance 31 December 2005 1.400.100  2.656.707  4.056.807 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The notes on pages 9 to 17 form an integral part of the financial statements. 
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CASH FLOW STATEMENT 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars) 
 
    7/12/2004- 
    31/12/2005 
 Note   US$ 
Cash flows from operating activities    
Profit for the period before taxation    2.656.707 
Adjustments for:     
Depreciation of property, plant and equipment    2.156 
Amortisation of intangible assets    151 
Increase in investments     (111.431) 
Increase in trade receivables and prepayments    (12.117.001) 
Increase in margin credit     (225.013) 
Increase in amounts due to clients     8.713.623 
Increase in accrued expenses and other liabilities     40.032 
Increase in shareholders’ current account     259.824 
Net cash inflow from operating activities    (780.952) 
     
Cash flows from investing activities     
Acquisition of property, plant and equipment 7   (14.360) 
Acquisition of intangible assets 8   (454) 
Net cash outflows from investing activities    (14.814) 
     
Cash flows from financing activities      
Issue of share capital       1.400.100 
Net cash inflows from financing activities    1.400.100 
     
Increase in cash and cash equivalents    604.334 
Cash and cash equivalents at beginning of the period    - 
     
Cash and cash equivalents at end of the period 11   604.334 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

The notes on pages 9 to 17 form an integral part of the financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars) 
 
1. Incorporation and principal activity 
 
 The Company was incorporated in the Republic of Cyprus on 7 December 2004 

under registration number HE154856.  The Company is a wholly owned 
subsidiary of BrokerCreditService Inc. incorporated in USA. 

  
 The Company’s principal activity is the operation as an investment firm and the 

provision of investment and related services.  The Company holds a Financial 
Services Licence from the Cyprus Securities and Exchange Commission for the 
provision of these services. 

  
The company is also authorized by the Financial Services Authority (FSA) of the 
United Kingdom to provide cross-border financial services in the United 
Kingdom under the investment Services Directive (93/22/EEC) and is a member 
of the London Stock Exchange (LSE). 

 
2. Summary of significant accounting policies 
  
 Accounting convention 
 The audited financial statements which are expressed in United States Dollars 

(US$), have been prepared in accordance with the International Financial 
Reporting Standards (IFRSs) as adopted by the European Union (EU) and 
International Financial Reporting Standards (IFRSs) as issued by the International 
Accounting Standards Board (IASB).  The financial statements comply with both 
these reporting frameworks because at the time of their preparation all applicable 
IFRSs issued by the IASB have been adopted by the EU through the endorsement 
procedure established by the European Commission.  In addition, the financ ial 
statements have been prepared in accordance with the requirements of the Cyprus 
Companies Law, Cap.113.  

 
 Revenue  

Revenue includes gains/(losses) on sale and revaluation of investments held for 
sale, commissions received for brokerage and custodian services net of 
transaction costs and commission paid to brokers and custodians. 

 
 Taxation 
 Provision is made for income tax on the taxable profit for the period at the 

appropriate rates in force. 
 
 Property, plant and equipment 
 Property, plant and equipment are recorded at original historical cost less 

accumulated depreciation. Depreciation is provided to write off the cost less the 
residual value of the assets on a straight- line basis over their estimated useful 
economic lives as follows: 

   
   % 
 
  Computer hardware  20  
  Fixtures and fittings  10    
                        Plant and equipment                                               10 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars) 
 
2. Summary of significant accounting policies (continued) 
 Intangible assets  
 Computer software 
 Computer software is shown at cost of acquisition less accumulated amortisation. 

Amortisation is computed on a straight- line basis over a period of three years. 
 
 Foreign Currencies 
 Transactions in foreign currencies are translated at the rates of exchange which 

approximate those applicable at the date of each transaction. Monetary assets and 
liabilities denominated in foreign currencies are translated at the rates of 
exchange ruling at the balance sheet date. The resulting gains or losses are 
included in the income statement. 

  
Margin Credit Policy  
Margin credit is the granting of credit and loans to clients, to enable them to carry 
out transactions in one or more financial instruments.  The client is granted credits 
and loans against securities on its accounts that are considered to be a collateral 
for the credit and loan.  Interest is calculated on the principal amount and 
compounded on a daily basis. 
 
Trade and other receivables 
Trade and other receivables are stated at their cost less provision for any amounts 
which are doubtful to be collected. 
 

         Investments 
The Company classifies its financial instruments into the following three 
categories: 
(a) Investments held for trading 

Investments held for trading refer to those investments which were acquired 
principally for the purpose of generating profit from short term fluctuations in 
their prices.  
Initially, these investments are recognised at cost and then adjusted to their 
fair value. Any surplus or deficit from this adjustment is transferred to the 
income statement for the year. 

(b) Investments available for sale  
Investments for which there is an intention to hold for an unspecified period 
of time and can be made available for sale to satisfy working capital 
requirements, fluctuations in interest rates and currency values, are classified 
as “available for sale”. 
Initially, these investments are recognised at cost and then adjusted to their 
fair value. Any surplus or deficit from this adjustment is transferred to the 
income statement for the year. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars) 
 
2. Summary of significant accounting policies (continued) 
          Investments (continued) 

(c) Investments held to maturity 
This category refers to investments for which the company has a positive 
intent and ability to hold to maturity. 
These investments are accounted for on the basis of amortised cost using the 
effective yield method and deducting any provisions for decrease in cost. 

 
 Investments are classified to the above three categories on the date of their 

acquisition. On disposal of investments, the difference between the disposal 
proceeds and the accounting value is transferred to the income statement 
together with any amounts in the revaluation reserve relevant to the investment 
that was sold. 

 
 
 Measurement and recognition  

Financial instruments are measured initially at cost, including transaction costs on 
settlement date.  Settlement date is considered the date when deliveries of the 
financial instruments take place. 

 
Subsequent to initial recognition, all trading instruments and all available for sale 
assets are measured at fair value, except for any instrument that does not have a 
quoted market price in an active market and whose fair value cannot be reliably 
measured is stated at cost, including transaction costs less impairment losses. 
 
Fair value measurement principles 
The fair value of financial instruments is based on their quoted market price at the 
Balance Sheet date without any deduction for transaction costs.  If a quoted 
market price is not available, the fair value of the instrument is estimated using 
pricing models or discounted cash flow techniques. 
 
Where discounted cash flow techniques are used, estimated future cash flows are 
based on management’s best estimates and the discount rate is a market related 
rate at the Balance Sheet date for an instrument with similar terms and conditions.  
Where pricing models are used, inputs are based on market related measures at 
the Balance Sheet date. 
 

 Cash and cash equivalents 
The Company considers all short-term highly liquid instruments with maturities 
of 3 months or less to be cash equivalents. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars) 
 
3. Revenue  
 

An analysis of the Company’s revenue for the period is as follow: 
   7/12/2004- 
   31/2/2005 
   US$ 
    
Profit from trading in financial instruments     2.936.529 
Commission, net    22.319 
   2.958.848 

 
4. Financial expenses, net 

   7/12/2004- 
   31/2/2005 
   US$ 
    
Bank charges   2.620 
Interest on taxation   531 
Exchange loss    7.787 
   10.938 

 
5. Profit before taxation 

   7/12/2004- 
   31/2/2005 
The profit before taxation is stated after  
charging: 

  US$ 

    
Audit Fees    15.000 
Accounting fees    12.180 
Professional fees   66.308 
Depreciation   2.156 
Amortisation   151 
Loss on exchange difference    7.787 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars) 
 
6. Taxation  
 
  Corporation tax  

The Company is subject to corporation tax at the rate of 10% on its total taxable 
profits.   
 
In case of tax losses these can be carried forward indefinitely and be offset against 
profits of subsequent years.  
 
Profit from the disposal of securities is tax exempt and consequently any loss incurred 
from the same activity is not carried forward. 
 
 
Special contribution for defence   
Under certain conditions interest income and foreign dividends received may be 
subject to defence contribution at the rates of 10% and 15% respectively.  If the 
interest income is subject to defence contribution, 50% of such interest will be exempt 
from corporation tax. 

 
7. Property, plant and equipment 

    Fixtures  Plant   
 Computer  and  and   
 hardware  fittings  equipment  Total 
 US$  US$  US$  US$ 
Cost        
7 December 2004 -  -  -  - 
Additions 7.193  4.842  2.325  14.360 
31 December 2005 7.193  4.842  2.325  14.360 
Depreciation        
7 December 2004 -  -  -  - 
Charge for the year 1.439  484  233  2.156 
31 December 2005 1.439  484  233  2.156 
Net book value         
31 December 2005 5.754  4.358  2.092  12.204 

 
8. Intangible Assets 

   Computer 
software 

Cost   US$ 
7 December 2004   - 
Additions   454 
31 December 2005   454 
Amortisation    
7 December 2004   - 
Charge for the year   151 
31 December 2005   151 
Net book value     
31 December 2005   303 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
 (Expressed in United States Dollars) 
 
9. Investments held for trading 

     
   31/12/2005 
   US$ 
    
Listed equity securities    111.431 
   111.431 
    
Investments held for trading at 31 December 2005 represent listed Russian equity 
securities. 

 
10. Trade receivables and prepayments 

     
   31/12/2005 
   US$ 
    
Other debtors and prepayments    11.833 
Prepayments to counter parties     240.368 
Investors compensation fund deposit     60.000 
Cash held with brokerage firms    11.804.800 
   12.117.001 

 
11. Cash and cash equivalents 

   31/12/2005 
   US$ 
    
Cash at banks   604.334 
   604.334 

 
12.     Share Capital 

   31/12/2005 
   US$ 
Authorised    
4.667 ordinary shares of US$300 each   1.400.100 
    
Issued and fully paid    
4.667 ordinary shares of US$300 each   1.400.100 
(2004: 1.000 ordinary shares of US$300 each)    
    
Following the decision of the Board of Directors, on 25th of July 2005 the authorised  
and issued share capital of the company on incorporation, were increased from 1.000 
shares of US$300 each to 4.667 shares of US$300 each. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
 (Expressed in United States Dollars) 
 
  

13.  Amounts due to clients  
 
Amount due to clients represent deposits from customers in order to facilitate   
their trading activities and are payable on demand.   
Cash deposited from customers are shown in the company’s bank accounts 
unless these have been deposited directly with a broker in which case they are 
shown as trade receivables and prepayments in cash held with brokerage firms 
(note 10). 
Investments held on behalf of clients at year end are off balance sheet (note 16).   

 
14. Related party transactions and balances 

 
During the period the Company has performed transactions with OOO 
BrokerCreditService Company a.s. a group company incorporated in Russia and 
operating as a broker and custodian. 
 
The net total volume of transactions made between the company and the 
aforementioned group company is as follows: 
   31/12/2005 
   US$ 
    
OOO BrokerCreditService    2.506.179 
   2.506.179 

 
The amount of net charges raised by the group company during the period are as 
follows: 
   31/12/2005 
   US$ 
    
OOO BrokerCreditService    8.173 
   8.173 
The balance with the group company was as follows: 
   31/12/2005 
   US$ 
    
OOO BrokerCreditService (Note i)   9.741.596 
   9.741.596 

                  
 Note (i):  The amount is included in trade receivables and prepayments in cash 

held with brokerage firms. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
 (Expressed in United States Dollars) 
 
15. Financial instruments and associated risks 
  
 In the ordinary course of business the Company is exposed to a variety of risks, 

the most important of which are price risk, credit risk, liquidity risk and market 
risk. The management is aware of all of these risks and has procedures in place to 
manage them. 

   
 Price risk 
 Price risk is the risk of adverse movements in the level of interest rates, exchange 

rates and the market price of securities.  
 Interest rate risk is the company’s exposure to adverse movements in interest 

rates.  It arises as a result of timing differences on the repricing of assets and 
liabilities.  The company closely monitors interest rate movements in all 
currencies. 

 
 Currency risk results from adverse movements in the rate of exchange between 

currencies if there is a net currency position in one or more currencies. 
 
 Credit risk 
 Credit risk is the risk of default by counterparties to transactions. 
 
 Liquidity risk 
 Liquidity risk is the risk that the company is unable to meet payment obligations 

and potential payment obligations as and when they fall due without incurring 
unacceptable losses.   

  
 Market risk  
 Market risk is the risk of adverse movements in the level of interest rates, in the rate 

of exchange between currencies and the current prices of securities and other 
financial instruments.  Consequently, these movements may affect the Company’s 
profitability.   
 
The Company is exposed to market risk through its trading portfolio which is 
concentrated in the Russian Federation.  The Russian economy, while deemed to 
have achieved market stability in the  beginning of 2002, continues to display certain 
characteristics consistent with that of a market in transition.  These attributes have in 
the past included higher than normal historic inflation, lack of liquidity in capital 
markets, and the existence of currency controls that cause the national currency to be 
illiquid outside of Russia.  The continued success and stability of the Russian 
economy might be significantly impacted by the government’s continued actions 
with regard to supervisory, legal, and economic reforms. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
(Expressed in United States Dollars) 
 
16. Commitments to clients – Off balance sheet 

 One of the company’s activities is the provision of financial services to third 
parties.  More specifically the company operates as an investment firm and 
provides investment and related services.  To render such services to clients the 
company holds Client Bank accounts, Custody and Brokerage accounts with ING 
Bank (Eurasia) ZAO, OOO BrokerCreditService and Fischer & Partners.  
Securities or other financial instruments held at such accounts by the company on 
behalf of the clients are not reflected in the company’s financial statements.  At 
year end the company was holding (financial instruments) on behalf of its clients 
with approximate market values of US$10.156.775 in securities and US$299.447 
in futures (short position). 

 
 
17. Post balance sheet events  
 

No significant events occurred after the balance sheet date. 
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NOTES TO THE INCOME STATEMENT 
FOR THE PERIOD ENDED 31 DECEMBER 2005 
 (Expressed in United States Dollars) 
 
 
    7/12/2004- 
    31/12/2005 
    US$ 
ADMINISTRATION EXPENSES      
Office rent     13.349 
Electricity and water     918 
Telephones and faxes     4.422 
Printing, stationery and postages     2.164 
Repairs and maintenance     367 
Cleaning expenses     1.670 
Staff salaries    126.846 
Salaries-Social contributions     15.517 
Audit fees     15.000 
Accounting fees     12.180 
Motor vehicle expenses     538 
Rates and taxes     580 
Courier fees     951 
Professional fees     66.308 
Director’s fees     7.399 
Insurance     283 
Incorporation fees    5.765 
Financial service licence     3.298 
Depreciation     2.156 
Amortisation     151 
Sundry expenses     468 
    280.330 
 
 


