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YOUR PERSONAL OFFICE ON THE FINANCIAL MARKET

"An office is a room for personal private writing exercises"
Vladimir Dal, Explanatory Dictionary of the Living Great Russian Language
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In 2005, the REGION Group celebrated its 10th anniversary. Throughout
the year we strove to win, secure and increase the trust of our clients
and business partners. This was made possible by a well-conceived
development strategy, a clear ranking of priorities and constant atten-
tion to the quality of client services. Integrity, providing first-class serv-
ice and taking account of the interests of each an every one of our
clients have always been and will continue to be the foundations on
which we have built our business.
The Group’s dynamic growth in recent years was made possible by the
effective work of a team of professionals that represent the Group’s
greatest asset. Despite the increasing complexity of the Group’s struc-
ture, the cooperation between its different parts is built, most of all, on
the basis of a unique combination of professionalism, conscientious-
ness, dependability and experience, with the sole objective of providing
effective services on Russian financial markets.
First and foremost, we adhere to a policy of strict information open-
ness. The structure of the REGION Group is absolutely transparent and
in accordance with all of the requirements of consolidated accounting.
You can discover who the Group’s employees are and what our strate-
gic development priorities are in this 2005 annual report.

Securities trading turnover 2.373.235 3.083.891 6.193.193 7.634.613 27.591.824

Equity 18.923 18.591 19.809 21.632 26.190

Total assets 41.693 71.626 146.433 189.286 455.525

2001 2002 (cons.) 2003 (cons.) 2004 (cons.) 2005 (cons.)

Operating highlights of REGION Group, thousands $
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R a t i n g s

REGION Group

NAUFOR Ratings agency –

AA (Very high reliability, level two)

REGION Group management companies

NAUFOR Ratings agency –

AA- (Very high reliability, level three, stable outlook)

REGION Asset Management

Expert RA ratings agency

A+ (high level of reliability)

REGION Depository Company

PARTAD

AAA (highest level of reliability)

PARTAD certificate of compliance with the Association’s standards of

depository activities.

Membership in Stock Exchanges

REGION Brokerage Company is a Member of the RTS, MICEX, and the

St. Petersburg Stock Exchange.

Membership in Self-Regulating and Professional Organizations

REGION Investment Company is a member of the National Association of

Securities Market Participants (NAUFOR) and the Association of

Promissory Note Market Participants (AUVeR); REGION Asset

Management is a member of the National Association of Non-State

Pension Funds and the National League of Management Companies and

an associate member of the All-Russian Insurance Association (VSS);

and REGION Financial Consulting is a member of the non-commercial

partnership The Professional Institute of Placement and Circulation of

Equity Instruments.

REGION Investment Company General Director Sergei Sudarikov has

been a member of the NAUFOR board of directors since 2002 and a

member of the board of directors of the RTS stock exchange since 2005.
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Anatoly Goncharov was born on Jan. 11, 1971. He is a graduate of
Moscow State Technical University, the School of Finance and Banking
Activities at the Budget and Treasury Academy of the Russian Finance
Ministry, and the Advanced Training Institute in Finance and Banking at
the Finance Academy of the Russian government.
From 1994 to 1996, he worked in securities management at Rossisky
Credit commercial bank, as a specialist in the promissory note depart-
ment, then as the head of the securities placement department, and
finally has the head of the asset operations department. From 1996 to
1997 he worked as department head for settlements between executive
bodies at the All-Russian Bank for regional development.
With a group of partners, Anatoly Goncharov founded the REGION
Investment Company, where he has been a chairman of the board of
directors since 2001. Since 1999 he has also occupied the position of
chairman of the board of the Financial and Industrial Bank.
He is a member of the presidium of the Civil Society Non-Governmental
Organisation and the National Civil Committee for Interaction with Law
Enforcement, Legislative and Judicial Agencies.

Chairman of the board of directors 
REGION Group

Anatoly GONCHAROV
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Dear Clients and Partners,

2005 was a jubilee year for the REGION Group as we celebrated our
10th anniversary. This was not only an occasion for celebration, but also
a time to total up our accomplishments, get a sense of what we have
done and to make plans for the future.
Through the years we have increased the volume of our operations,
devised and put in place new technologies and embarked on operations
with new financial instruments. From the very beginning of its activi-
ties, REGION has strived to be a market leader, but not just in the nar-
row sense of simple numbers. We have always looked to be involved in
new and interesting business. Today, when the Group has become one
of the recognized leaders on the Russian securities market, this atmos-
phere of innovation remains one of our corporate priorities.
I am happy to be able to note that last year REGION created Russia’s
first mortgage fund and handled the first transaction under the new
"REPO with Bonds" on MICEX.
It is precisely this drive for new accomplishments that has underpinned
REGION’s dynamic development. Thus, it was no accident that in the
first half of 2005 the Group occupied first place in growth of trade vol-
ume among Russia’s leading investment companies. According to the
figures for 2005, REGION moved for the first time onto the list of the top
10 Russian investment companies.
We are also pleased to announce that the REGION annual report we
released last year won the grand prize at the 8th contest for annual
reports run by the RTS stock exchange and Securities Market maga-
zine.
The desire to be open and understood by our current and potential
partners is no less important to us than profit or volume figures. The
drive to be first in the market is not on end in itself. What is likely more
important is that REGION has developed and continues to operate on a

set of corporate culture principles, at the heart of which lie the inter-
ests of our clients and partners.
In this annual report we have introduced the same slogan that was used
to open our new Internet site: REGION - Your Personal Office on the
Financial Market.
This is not just a slogan for us, but an ideology that was formulated years
ago. Over the years we have worked for our clients and partners and
grown along with them. Growth in trading volumes and our client base
and the diversification of our business have come hand in hand with the
growth in professionalism of the REGION team.
It is thus not a coincidence that, for the second year in a row, members
of our team have been included in the list of Russia’s 1,000 most profes-
sional managers compiled by the Russian Association of Managers and
Kommersant publishers. One year ago, the general director of REGION
Investment Company, Sergei Sudarikov, who has been with the Group
since its foundation and has moved up through all of the rungs of the
career ladder, earned a spot on the list. In this past year, Andrei Zhuikov,
the general director of REGION Asset Management, was also honored by
being named to the list.
Through the years we have done, and will continue to do, everything in
our power to make REGION a real personal office – reliable, comfortable,
well equipped and convenient – for every one of our clients and partners.
Although clients may not have their own personal desk, chair and termi-
nal, they will always find reliable assistants and friends. We chose to put
this year’s annual report in the form of a special tour through our com-
pany and its business. We hope that this virtual introduction to your per-
sonal office on the financial market will not only be helpful, but enjoyable
as well.

Anatoly Goncharov
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Feb. 8, 2005
REGION Asset Management won, for a second time, an open tender for
the management of pension reserves of the Sberbank non-governmen-
tal pension fund.

May 12, 2005
Shares of four REGION Asset Management mutual funds began to be quoted
on Bloomberg Funds.

June 15, 2005
REGION Development company created YUGRA, Russia’s first ever
mortgage real estate investment trust.

July 28, 2005
REGION Investment Company’s Sergei Sudarikov joined the board of
directors of the RTS Stock Exchange.

Sept. 29, 2005
The REGION Group was named the leader in trade volume growth among
Russia’s top investment companies for the first half of 2005. The total volume of
trade in securities was almost 2.6 times higher than for the same period in 2004,
reaching $9.5 billion.

Oct. 7, 2005
REGION Asset Management company general director Andrei Zhuikov
was named to the list of Russia’s 1,000 most professional managers
compiled by the Russian Association of Managers and Kommersant
Publishers.

Nov. 18, 2005
INFI/PARTAD confirmed its dependability rating of AAA for REGION
Depository Company.

Dec. 2, 2005
REGION Group was named the grand prize winner at the 8th Annual
Report Contest run by the RTS Stock Exchange and Securities Market
magazine. The Group’s new site, www.region.ru was also the winner in
two different categories in the web site contest.

Dec. 16, 2005
A new form of trade, REPO with Bonds, was launched on MICEX. The
very first deal under the new system was carried out by REGION
Brokerage Company.
.

Dec. 22, 2005
The NAUFOR ratings agency conferred a rating of AA-, with a stable
outlook, on the REGION Group management companies.

Dec. 28, 2005
REGION Asset Management won a Defense Ministry competition for the
right to manage the funds of the mortgage-reserve system to provide
housing for military service personnel.

Dec. 28, 2005
REGION Brokerage company received a certificate of compliance from the
National Association of Securities Market Participants, confirming that its
activities met all legislative requirements and regulations with relation to
securities and of NAUFOR’s standards for professional activities.

Main Corporate Events of 2005
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THE BOARD OF DIRECTORS OF REGION INVESTMENT COMPANY

Alexander Rudik   Paul Putz   Alexander Kolganov   Sergei Sudarikov  Anatoly Goncharov
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Alexander KOLGANOV

Alexander Kolganov was born Dec. 6, 1968. He is a graduate of
Moscow State Technical University, the School of Finance and
Banking Activities of the Interregional Methodological Association,
Institute of improvement of professional skills at the Finance
Academy of the Government of the Russian Federation and the
YurInform-MGU Institute. From 1993 to 1998, he worked at Rossisky
Credit bank as lead specialist in the auditing and internal bank verifi-
cation department, and then as the lead specialist and deputy head of
the department of management methodology for internal bank audit-
ing. Since 1998 he as held the position of deputy chairman of the
board of directors of the Financial and Industrial Bank. Since 2002 he
has been an independent member of the board of REGION
Investment Company.

Paul PUTZ

Paul Putz was born March 11, 1968. He received an MBA from
California’s Hayward State University. From 1996 to 1999 he was a mem-
ber of the board of directors of Invest Konzult (Prague) and the com-
mercial director of EasternBusiness Services. In 1999, he became the
director of business development for the stock exchange NEWEX Borse,
responsible for marketing and work with market participants (EU,
Eastern and Central Europe), issuers, partner companies and markets
in the countries of Eastern and Central Europe. In 2002 he served on the
REGION Investment Company board of directors, of which he became an
independent director in 2004.

Independent: not dependent on anyone or
anything; free, unfettered, unmastered, untied
to anything, self-sufficient, master of oneself.
He has independent standing, his own wealth
and domain. He has no independent opinion,
he echoes back.
-dence, independent condition, position.

Vladimir Dal, Explanatory Dictionary of the
Living Great Russian Language

INDEPENDENT DIRECTORS
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Our Mission

Our mission is to deliver a full complex of high-quality services to
anyone interested in the effective management of their capital. We
strive to develop and be the first to offer new highly effective
investment ideas. For us, it is important to know that our work
allows our clients to develop their businesses while, at the same
time, we are able to contribute to the development of the market
infrastructure of the Russian economy through the creation of new
instruments and opportunities on financial markets.

Our Strategic Goal

Our strategic goal is to build REGION into one of the country’s best
investment companies, offering a complete range of services to
those interested in the effective management of their capital and
who value above all else quality service, innovation and talented
execution. We want to be the No. 1 company for qualified investors,
which means being No. 1 with institutional clients.

The REGION Group has been working for more than 10 years on the
securities market, winning for itself over that time the trust of its
clients, partners and the professional community.

The Group’s management processes are and have been developed in
accordance with our mission and strategic goal. In particular, this is
represented in the following principles:

-the separation of different business areas
-quality business management
-systematic external and internal control
-a multilevel system of risk management
-high-quality service and orientation toward to the client
-transparency
-human resources development

The Group maintains clear-cut definitions between businesses based
on their specific activities. All of the activities of the Group are con-
centrated on two particular areas:

-trade operations on financial markets
-asset management

The organizational structure created in the Group allows its different
companies operating in different business areas to capitalize on the
services offered by all of the different companies within the Group. At
the same time, a system of management accounts allows for the exact
determination and optimization of expenses in every area of activity,
ensuring quality based on professionalism and specialization. This
eliminates the unnecessary multiplication of bodies performing the
same function in different areas. Our corporate structure allows us to
cover every kind financial market operation and to guarantee that as
we move into new business areas (or restructure already existing
ones) their activities will remain at the same high level of quality.
The principle of quality business management involves the delineation
of functions and responsibilities between shareholders, management
bodies, internal structures and company managers, the definition of
their specific responsibilities, the determination of their goals, and the
coordination of their activities in order to achieve the best possible
results.
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The external auditor for the Group is Baker Tilly Rusaudit.
The Group’s system of internal controls includes:

- annual and long-term plans for business activity;
- the organization of structures conforming to the size of the Group
and its current goals and sufficiently flexible to accommodate
growth in the Group and changes in its objectives;
-effective accounting procedures and a strong information manage-
ment system;
- security of assets and information;
- a set of documents and standards regulating work processes, as
well as the decision making and monitoring the manner in which
they are put into practice;
-the improvement of internal audit systems, evaluation of their effi-
ciency and correspondence to changing activities and conditions;
- the regulation of the activities of different bodies within the com-
pany (investment committee, shares committee, etc.) and all of the
Group’s different structures by setting appropriate standards for
their activities.

The Group maintains an effective system for the identification, analy-
sis and management of all risks involved in its business activities. The
provision of the necessary level of business security and stability to
minimize risk is one of the Group’s main priorities.
At present, the risk management system in place at REGION includes
a number of levels of risk management:

- the heads of the Group set risk-management goals and determine
acceptable risk limits;
- research departments, special committees and the risk manage-
ment department identify and evaluate risks and work out mecha-
nisms for their minimization;

-the heads of trading departments incorporate risk-management
mechanisms in their activities and monitor how staff follow the set
of standard practices established by the Group for carrying out
market operations;
-comptrollers (the internal control department) assess the compli-
ance of internal procedures with legal norms and monitor its imple-
mentation.

Risk-management controls are initiated when facing any decision that
might have a bearing on the overall risk position. This includes setting
opening limits for partners and clients, investing in financial instru-
ments and changing business processes. The initiator of such a deci-
sion submits it for approval by the appropriate risk-management unit.
The in-depth analysis and evaluation of risks is performed by the risk
analysis department. The department carries out an analysis of the
financial and economic activities of the issuer or partner, performs an
evaluation of the business reputation of the partner or issuer, and
then provides a note with recommended value limits. Analytical sup-
port is provided by the Information and Research department, which
provides macroeconomic and sector information as well as the
results of studies of market conditions.
To ensure stronger correspondence between risk-management prin-
ciples and the Group’s operational activities, a number of committees
have been created within the Group, including representatives of trad-
ing, support and analytical services. These committees include:

1) Investment Committee – approves levels proposed by risk analy-
sis departments for partners and issuers of debt securities (the
issuers of promissory notes) to mitigate the market risks associat-
ed with these instruments;
2) Shares Committee – performs the same functions in relation to
equity instruments (shares, including those in investment funds);
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3) Operational Committee – identifies operational risks arising from
the business activities of companies within the Group or from
changes in their business procedures and makes decisions aimed at
the minimization of these risks.

When a decision is made to alter business procedures, the technolo-
gies and risk management department is responsible for the estab-
lishment of the necessary procedures and standards to ensure the
minimization of any associated risks.
Once the committees have established acceptable risk limits or have
approved other measures for limiting risk, it is the responsibility of
the heads of the trading and accounting departments to put these
decisions into effect. The research departments are responsible for
monitoring risk levels on the basis of market information and finan-
cial reports from issuers and partners. At the same time, risk-man-
agement services carry out monitoring for correspondence to pre-
determined risk limits. Selective monitoring for compliance with
internal procedure standards is also carried out by the comptrollers
for each of the companies within the Group.
All of the Group’s activities are aimed at the provision to our clients of
the complete spectrum of high-quality service on financial markets.
REGION continually works to perfect the range of products and serv-
ices it offers to its clients while striving to further improve the quality
of its service.
At the base of our relations with our clients are the principles of
respect and attention to their wishes and interests. When entering
into a contract with the REGION Group, clients are given the opportu-
nity to make their own choices with regard to the services they wish
to use. REGION always provides its clients with complete information
about the conditions of transactions – services, types of payment, ful-
fillment of contracts and responsibility for the breaking of conditions
contained within contracts – with the aim of allowing the client to be

sure that the services he or she receives are in accordance with our
contract with the client.
Our principles of transparency allow for an open evaluation of the
ownership structure of the Group, its partners and the results of our
activities, as well as our methods of regulating our business proce-
dures and various operational documents that assist external and
internal oversight and regulatory bodies monitor the activities of the
company. All of the above information is readily available on our cor-
porate web site as well as in print materials produced by the REGION
Group.
Each year the REGION Group releases a public annual report in both
Russian and English. The report not only meets all accepted stan-
dards for open information in the Russian context but is also in accor-
dance with international standards.
At the 8th annual contest for annual reports, run by the RTS stock
exchange and Serurities Market magazine, our annual report was
judged the absolute best out of a field of 84 of Russia’s biggest finan-
cial companies.
The Group’s human resources policies are aimed at its development
and the production of the highest possible results in of its operations.
The REGION Group possesses a staff with immense potential and an
excellent balance of youth and experience. Despite the fact that the
average age of our staff members is 30 years, over 60 percent of our
employees have been working in the financial market for at least five
years, and one in five have at least 10 years experience in the sector.

You can learn more about our human resources policy on page 30.
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ADMINISTRATIVE BOARD
OF REGION GROUP 

Ekaterina KOVALENKO   Sergei SUDARIKOV   Marinia VORONKOVA   Andrei ZHUIKOV   Alexander RUDIK
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Member of the Board of Directors
CEO
REGION Group 

Alexander RUDIK

Alexander Rudik was born Aug. 15, 1971. He is a graduate of the
mechanical-mathematical faculty of Moscow State University and
the Russian government Academy of National Economy.
In 1995 he became the first head of the newly founded REGION
Investment Company. In 2001 he moved to the public sector, and
for two years worked as the deputy governor of the Irkutsk Oblast.
From 2003 to 2005, he has worked as the vice president of REGION
Investment Company, and since 2005 as CEO of the REGION Group.
He is a member of the board of directors of the REGION Investment
Company and Financial and Industrial Bank.

Financial Groups
The basic organizational model of financial capital, the final
stage of private capitalist monopoly. Financial groups emerge
during transition to imperialism with concentration and cen-
tralization of capital, evolution of monopolies and the state
monopoly capitalism.

The Great Soviet Encyclopedia
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The trend toward the formation of company groups in the Russian
financial sector has appeared and grown stronger in recent years.
This is not the result, however, of consolidation or monopolization,
but of the development of the market: financial groups uniting
under common standards and principles of corporate manage-
ment and technology and a single brand. This business structure
allows a group to broaden the spectrum of financial market serv-
ices it offers as it moves into new sectors.
This is the path REGION Group has been following in recent years.
Over this time we have significantly expanded both our pool of
potential clients and the range of services we are able to offer
them. With a unified technological base we are able to offer quali-
ty services that are accessible and dependable.
The form of the Group allows us to consider the specific character
and needs of every category of client (and the approach to working
with individual private investors and non-state pension funds, for
example, has to be different) and at the same time create a wide
spectrum of services and strategies, providing all necessary addi-
tional support services without introducing the unnecessary repe-
tition of functions.
The result of our work over these preceding years has been the
creation of a group of companies providing services in all spheres
of financial business.
Today we can confidently talk about a qualitative expansion in our
product line that has led to a number of important changes.
Take a look at the numbers.
If in 2004 the Group’s combined turnover on securities markets
placed somewhere in the teens among Russian investment com-
panies (from 14th to 16th place), in 2005 we moved solidly into the

top 10. What was most important for us was not only that the Group
attained a significant growth in turnover volume, but that it made
significant changes to the structure of its activities. Moreover, the
significant strengthening of the Group’s position took place during
2005, which was characterized by exuberant growth in all financial
market sectors. The dynamics of our indicators graphically
demonstrate that REGION grew at a faster pace than the market.
The results from all of our business lines bear witness to the
Group’s place on Russian financial markets (see figure on p.16).
Our position on the stock market strengthened significantly – in
2004 the company was in 17th place for total volume of trades, but
finished in 11th place in 2005. Remaining an acknowledged leader
in the promissory not market, in 2005 REGION was in third place
among Russian investment companies working on the obligations
market (a year earlier we were in 6th place). No less important for
us, last year we moved into the top 25 of companies working with
shares.
The Group’s active policy of broadening our business has been
accompanied by strong growth in our financial results. According
to 2005 results, REGION Group is in 3rd place among Russian
investment companies by all assets and 6th according to property
assets. One year earlier the Group had occupied the 6th and 9th
places, respectively. As a result, the degree of dependability and
stability we offer our clients has only grown.
But numbers alone aren’t enough to describe the dynamic devel-
opment of our business. We constantly strive to perfect our tech-
niques and principles of corporate management and to broaden
the spectrum of possibilities we offer to our clients. This policy has
borne fruit. Despite the fact that retail business is not a main
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direction for REGION Group (in accordance with our corporate
strategy, we concentrate on offering services for institutional
investors), the Group finished 2005 among the top 25 "client-ori-
ented" investment companies operating on the Russian securities
market. The number of our clients rose from 499 to 597 for the
year, moving the Group from 24th to 20th place on the Russian
market by this measure.
The impressive results generated in 2005 demonstrate the effec-
tiveness of the Group’s development strategy, which will continue
to guide its activities into the future. The focus of our business has
been and will continue to be the interests of our clients and part-
ners.

REGION Group’s position on the Russian stock market 
2004-2005.

Assets

Assets

Equity

OTC market turnover
Brokerage operations

Total turnover

Organized Market turnover

Equity
OTC market
turnoverBrokerage operations

Total turnover
Organized Market turnover
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Member of Administrative Board
General director of REGION Investment Company

Sergei SUDARIKOV

Sergei Sudarikov was born May 12, 1971. He is a graduate of Moscow
State University and the All-Russian Correspondence Financial Institute.
Sudarikov has worked at REGION Investment Company since its founding,
first as a trader, then as the head of the trading department, the deputy
general director and, since May 2002, general director. He is a member of
the board of directors of REGION Investment Company. Since 2002, he has
been a member of the board of directors of the National Association of
Stock Market Participants (NAUFOR). In July 2005 he became a member
of the board of directors of the RTS stock market non-commercial part-
nership.

Fictitious Capital
Capital placed in securities (shares and bonds), enti-
tling their owners to an appropriate part of the profits
in the form of dividends or interest. As the paper coun-
terpart of real capital, fictitious capital enjoys special
movement outside the circulation of real capital. As a
special product, it circulates on a special market – the
stock exchange – and acquires a value. But securities
themselves don’t have value, and the fluctuation of their
market value might not correspond (and often does not
correspond) to changes in real capital.

The Great  Soviet Encyclopedia
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It’s hard to believe that a mere 15 years ago the def-
initions in the Great Soviet Encyclopedia, describing
the open sores of capitalism, didn’t seem strange to
anyone. Today we can only look at them with a sense
of irony. Over the past 10 years, Russia’s financial
market, along the difficult path of its own creation,
has achieved much in making it so that "fictitious"
capital has become real.
The REGION Group has traditionally worked on the
debt market, much closer to the needs of those com-
panies involved in the production of goods. Borrowers
don’t just come from the ranks of major corporations
and banks, but also from hundreds of companies that
in many countries are referred to as the "real sector
of the economy."
As a result of its activities over the past year, the

REGION Group was named "Best Company Operating on the
Promissory Note Market" for a fourth time at the 5th annual "Stock
Market Elite" contest run by the National Association of Stock
Market Participants (NAUFOR).
Probably more important for us, however, was the fact that, for the
first time in the Group’s existence, it was nominated in the "Best
Company Operating on the Bond Market" at the same contest.
Maintaining its place as the leader on the Russian promissory note
market, the Group was able in a short period of time to become
one of the country’s leading operators on the bond market.
Evidence of this is the dynamic growth in its volume of operations
on the bond market. The volume of operations with these instru-
ments in 2005 was 280 percent higher than that for 2004, out-
stripping the 250-percent growth in volumes posted by the Group
in all securities operations combined. If we look at the long-term
dynamics of this growth, since 2002, when REGION began actively

1 CIT Finance 136.608 1.178 
2 BrokerCreditService 101.749 326
3 Troika Dialog Group 71.392 338
4 Deutsche-UFG 46.884 181
5 Aton 38.672 278
6 Veles Capital IC 34.280 729
7 Otkrytie 32.534 440
8 East Capital IC 31.551 3.943 
9 Renaissance Group 30.484 324
10 REGION Group 27.600 587
11 Finam 22.648 730
12 UralSib Group 18.213 331
13 Metropol IFC 16.705 96
14 Alor Invest 14.493 453
15 Kapital Group 10.119 316
16 Zerich Capital Management 7.602 543
17 Vitus IC 5.706 154
18 Russian Funds-Prospekt 5.143 257
19 Finance Management Institute 4.194 1.398 
20 Hedge Fund BC 4.100 293
21 UBS Securities 3.861 184
22 Afina IFC 3.253 813
23 VIKA Group 3.145 225
24 ENERGOCAPITAL 2.860 52
25 Univer IC 2.650 115

Source: NAUFOR Rating Agency

Rank Name Securities trading
turnover, $ mln

Turnover per 
employee, $ mln

Top russian investment companies 
by securities trading turnover in 2005
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working on the bond market, the volume of our activities has grown
by a factor of 28, reaching $5.5 billion in 2005. The past year saw a
strong increase in REGION’s underwriters’ quota. The realization of
the Group’s strategy, aimed at the development of a complex of serv-
ices in various financial market sectors while maintaining the
Group’s competitive advantage (including its leading place in the
promissory note market), allowed for a serious increase in our pres-
ence on the stock market. The growth in the Group’s turnover in that
segment over the past year was over 150 percent. The Group’s spe-
cialty in the stock market is "second echelon" securities.

In this we operate on the fact that this market, despite its low level
of liquidity, is more predictable and easier to forecast than its
"blue chip" counterpart. Values here are determined by different
corporate events and the financial results of particular companies,
and not just speculative trends in the market in general. Our work
on this market forms the basis for our approach to trading.
REGION hasn’t just capitalized on the qualitative growth of the
past year in the bond and the second echelon share markets for
itself. At the end of 2005 the REGION Targeted Investment Fund, a
closed-end mutual fund was formed with an investment strategy
involving purchase of second echelon shares and high liquidity
bonds (corporate and municipal) at a ratio of 70:30.
As a result, our clients are able to capitalize on REGION’s experi-
ence, innovations and ideas in different market segments. We
operate, as the long-standing motto of the Group proclaims, by
working for our clients and partners and grow along with them.
It is no accident that, according to results for quarter IV of 2005,
REGION  Brokerage, the company within the Group specializing in
trading operations, broke into the top 25 professional participants
on Russian securities markets (the list includes not only invest-
ment companies but also the country’ largest banks) involved in
the trade and emission of securities (shares and bonds).
It’s not just or even mostly the numbers and our place in the rat-
ings that generate confidence in the future. Our strategic goals
and the objectives that flow from them remain the same. We cre-
ated the company to provide quality service to our clients and part-
ners, always striving to ensure that the spectrum of services
offered, their quality and their originality provide and answer for
the increasing demands of our clients and the market.

REGION Group volume of trade in 
emissive securities, $ mln
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Member of Administrative Board
General Director of REGION Asset Management

Andrei ZHUIKOV

Andrei Zhuikov was born July 15, 1973. He is a graduate of the Zhukovsky
Air Force Engineering Academy and the All-Russian Distance Institute Of
Finance & Economics. He holds level 1.0 (brokerage and dealer activities
on the securities market) and level 5.0 (securities management activities)
qualification certificates from the FFMS.
Zhuikov has worked at the Group since 1997 as a specialist in the com-
mercial department, head of the client services department, director of
confidential management operations and first deputy to the general
director of the company. In January 2002 he was named head of a new
division within the company, REGION Asset Management.
In 2005 Zhuikov was included in the list of Russia’s 1,000 most profes-
sional managers by the Russian Association of Managers and
Kommersant publishers.

To Trust
To trust somebody; to believe, trust, put one’s faith in, one’s conscience,
to delegate; to rely and believe in someone; not to doubt in someone’s
honor. (Be Trusted) To be trusted, entrust yourself, your privacy, your
business, to trust in someone completely. Trust is a feeling or belief that
some person, circumstances or hope can be entrusted. To believe; to
have faith in the dependability of someone or something.

Vladimir Dal, Explanatory Dictionary of the Living Great Russian
Language
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The definition provided by Vladimir Dal is both broad and exact
enough to capture the essence of asset management – the finance
business is built on trust. Clients build trust in the management of
their assets on honesty and professionalism. And it is exactly this
trust on the part of our clients and partners that allows us to meet
the Group’s primary goals in the sphere of asset management.
The primary goals here are continuing the dynamic development of
this business area and the cementing of the company’s position on a
market characterized by increasing competition. The guarantees of
our success in achieving our corporate goals have been our effective
automated asset management technologies, interaction with our
clients, our professional team, further development of the infra-
structure of the Group and the continuous search for new areas in
the development of our business in combination with the broad spec-
trum of products we already offer.
For the REGION Group of management companies, consisting of
REGION Asset Management and REGION Development, 2005 saw not
just a continuation of its intensive development, but also a further
strengthening of the confidence shown in us by our clients and part-
ners. Here we should highlight two symbolic events, one at the
beginning and one at the end of 2005. At the beginning of 2005
REGION Asset Management was the winner for a second time of an
open tender for the right to manage the pension reserves of one of
Russia’s largest and prestigious non-state pension funds – the
Sberbank non-state pension fund.
In 2005 we also focused seriously on our work with another category
of institutional investors – insurance companies. Understanding the
value of managing insurance reserves, REGION Asset Management
joined the membership association of the All-Russia Insurance
Association (VSS), the solitary organization for professional partici-
pants in the insurance market at the federal level that brings togeth-

er around 200 Russian insurance companies accounting for 70 percent
of all insurance premiums collected in the country. 
Having become an associate member of the VSS, our management
company is now able to take part in the work of its committees and
councils as well as other permanent bodies in an advisory role. We see
the management company’s participation in the work of VSS as a
chance to have an influence on the development of the investment activ-
ities of insurance companies that will assist them in achieving higher
revenues and increase the effectiveness of the placement of assets.
Specific features of the insurance business present particular condi-
tions for the placement of assets, in conjunction with which we devel-
oped proposals to satisfy the special requirements for the investment of
insurance company reserves.
Our work in developing special products for insurance companies has
generated results. In 2005, REGION Asset Management was the winner

Operating highlights of asset management
companies within REGION Group

Assets under management, $ mln 12,0 63,3 134,4 249,5
Pension reserves under 2,7 15,6 60,3 122,7
management, $ mln
NAV of mutual funds, $ mln 0,0 5,3 19,6 47,4
Equity, $ mln 0,9 3,8 5,4 5,7
Number of NPFs under management 7 17 25 25

2002                2003 2004 2005



of an open competition to manage part of the insurance reserves of
Russia’s biggest companies, such as SOGAZ-Life and Kapital Life
Insurance. At the end of 2005 we were managing the assets of eight
insurance companies.
Ending the year victoriously our management company was the win-
ner in a socially-important tender staged by the Defense Ministry for
the right to manage the assets of the mortgage contribution system
for the provision of housing to military service personnel.
Trust is the foundation of all our business achievements. And those
achievements in 2005 were impressive. The value of all assets trust-
ed to companies in the Group for management grew by over 90 per-
cent for the year, reaching $249.5 million. The total assets in mutual
funds (PIFs) managed by REGION grew by almost 150 percent, and
were worth $47.3 million at the end of the year. It is worthwhile to
note that we only began working with PIFs four years ago, and the
Group adds new funds to its PIF line every year. Of importance here
is not just growth in the number of funds, but also in their quality.
Last year, for example, REGON Development created Russia’s first
ever mortgage REIT – YUGRA Mortgage Fund – with an initial asset
value of $11.9 million.
In it’s turn, REGION Asset Management created a closed mutual fund
to pool investment – REGION Targeted Investment Fund – the strate-
gy behind which is uniting two priorities in our trading strategy – the
market for second echelon shares and high-liquidity fixed-income
debt instruments.
In recent years we have continued to manage the assets of 25 non-
state pension funds, which have collectively grown in size by more
than 110 percent and have reached almost $12.2 million.
The result of our active work in this area is that REGION has moved
into 7th place in Russia in total non-state pension fund reserves
under management in 2005 (in 2004 we were at 10th place among all
Russian management companies). It should also be noted that none

of these funds is of the "captive" variety, as none of them are affiliat-
ed with the management company itself.
The strategic priority of the Group’s activities in the area of asset
management is the delivery of the maximum complex of services to
those interested in the effective management of their capital, mean-
ing primarily institutional investors. But, at the same time, the prod-
uct line offered by our management company is such that it is not
limited to serving the interests of pension funds or insurance com-
panies. There is also a place for products for any skilled investor
interested in the quality management of his or her capital. This
approach allowed REGION in 2005 to place among the Top-25 of
Russia’s largest asset management companies both according to PIF
assets and individual assets under management.
The realization of the strategy for asset management development
we developed in 2005 has already delivered results, and the volume
of assets under management grew by almost 100 percent in 2005 for
the second year in a row. This, in turn, allowed REGION for a second
year in a row to occupy a prime spot in the Top-25 of Russia’s most
dynamic management companies (the Group was in 13th place in
2005, after finishing 7th a year earlier).
One result from the past year was the raising by the NAUFOR Ratings
agency of the REGION Group management companies’ individual rat-
ing from A to AA- (very high reliability, third level), with a stable out-
look. This is served as a further confirmation of the development
strategy we have chosen and that we will continue to follow in the
future.

For more about REGION Group asset management technology and
strategy, see page 35.

A D M I N I S T R A T I V E  B O A R D2 2
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Top russian asset management companies in 2005

R
an

k Name

Number of clients Number of clients Number of person-
al accounts

Legal
entities

Private
persons

NPF IC Legal
entities

Private
persons

Assets
under

manage-
ment,
$ mln

Change
over 12
months,

%

Share of
assets in
personal
accounts,

%

Share of
assets of
institu-
tional

investors
(%)

Share of
assets of
mutual

funds, %

1 Leader 5.519 62,7 0,1 1 -- 99,6 7 1 0,2 n.a. n.a.
2 Managenment Centre 2.576 128,5 -- -- -- -- -- -- 100 9 234
3 Troika Dialog Group 6 25 568 8,8 10 1 19,5 199 16.721
4 Kapital Group -- 18 36 70 45 31 0,4 n.a. n.a.
5 Renaissance Capital Group 1.965 234,9 87,7 118 200 8,4 12 5 0,1 4 36
6 NIKoil-Savings 1.951 96,2 36,7 3 73 12,6 10 -- 48,5 3 --
7 Management-Consulting 1.798 n.a. -- -- -- -- -- -- 100 n.a. n.a.
8 UralSib Group 1.150 151,4 0,9 8 148 3,3 7 2 85,3 441 66.875
9 AllianzRosno Asset Management 1.040 86,6 22,6 4 65 43,4 4 7 4 11 524
10 Aton-Management 1.032 101,9 30,4 9 21 62,6 43 8 3,9 18 492
11 Interfin Capital 488 239,9 0 -- -- 3,6 1 -- 86,6 10 1.384
12 CIT Finance 324 43,4 0,4 2 3 24 11 -- 74,4 243 15.955
13 Trans-Investment IFC 287 33,5 -- -- -- 98,2 3 -- 1,8 3 14
14 REGION Group 279 205,5 15,3 5 23 62,5 25 4 19 24 95
15 Yamal AMC 270 n.a. 69,6 1 -- 0,6 3 -- 29,8 6 23
16 PIOGLOBAL Asset Management 249 92,5 3 7 48 18,1 10 -- 32,8 n.a. n.a.
17 Alfa Capital 244 102,6 6,8 2 16 35,3 11 2 54,1 187 1.059.305
18 National Asset Management Company 243 15,6 30 2 -- 52,8 5 -- 16,6 3 --
19 RegionGasFinance 228 68,7 11,4 2 50 3,3 2 -- 64,5 n.a. 36
20 Deutsche-UFG 185 94,2 2,8 3 n.a. 45,2 7 2 39,8 -- --
21 Interfinance FIC 153 175,8 8,6 5 4 90,7 8 -- -- -- --
22 Asset management company of Rosbank 149 111,1 -- n.a. n.a. 55,7 н. н. 17,1 n.a. n.a.
23 Trinfico Group 149 73,7 27,4 8 8 61,7 10 3 4,8 7 18
24 RTK-Invest 144 n.a. 0,8 4 14 90,2 2 -- 3,5 5 49
25 Alemar 132 20,1 -- -- -- 0,2 1 -- 99,4 17 670

* – Assets on NPF, insurance companies and banks are not included ** – Net asset value of mutual funds (PIFs) and/or pension savings and/or pension reserves of NPF only
n.a. – data is not available, dash – data is not available or proper calculation is impossible
Abbreviations: NPF – non-state pension fund, IC – insurance company

Source: Kommersant-Dengi
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Member of Administrative Board  
CFO
REGION Group

Marina VORONKOVA

Marina Voronkova was born Oct 3, 1970. She is a graduate of Moscow
State University, State University of management.
From 1999 to 2001, she has worked as the chief accountant of REGION
Group, and since 2001 as CFO of the REGION Group.
Voronkova is a member of NAUFOR’s committee for accounting and
taxation.
She holds a level 1.0 certification (brokerage and dealer activities on
the securities market and asset management activities) from the
FFMS.

Profit (business)
Type of revenue from capital, difference between sale price and produc-
tion costs or expenses. Profit includes: a) remuneration for labor of busi-
nessmen if he is not especially paid; b) insurance risk premium; c) inter-
est on capital employed; d) net gain. According to Marx’s labor theory of
value – a part of surplus-value generated by a worker’s labor.

Brokgauz and Efron, The Small Encyclopedic Dictionary
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AUDITORS’ REPORT
To the Board of Directors and Shareholders 
of REGION Investment Company ZAO

We have audited the accompanying consolidated balance sheet of
REGION IC ZAO (hereinafter referred to as the "Company") as of
December 31, 2005, and the related consolidated profit and loss state-
ment, cash flow statement and statement of changes in equity for the
year then ended. These consolidated financial statements are the
responsibility of the Company Management. Our responsibility is to
express an opinion on these consolidated financial statements based on
our audit.
We conducted our audit in accordance with International Standards on
Auditing. Those Standards require us to plan and to perform the audit to
obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. The audit includes exam-
ining, on a test basis, evidence supporting the amounts and disclosures
in the consolidated financial statements. The audit also includes assess-
ment of the accounting principles used and significant estimates made
by Management, as well as evaluation of the overall consolidated finan-
cial statements presentation. We believe that our audit provides a rea-
sonable basis for our opinion. 
In our opinion, the accompanying consolidated financial statements pres-
ent fairly, in all material respects, the consolidated financial position of
the Company as of  December 31, 2005, the consolidated results of its
operations and changes in equity and its cash flows for the respective
financial year in accordance with International Financial Reporting
Standards.

Evgeniy Samoilov
General Director
Baker Tilly Russaudit Ltd.
95 Mira Prospect Moscow 129085 Russia
August 31,  2006 

Baker Tilly Rusaudit (before January 2004, Russaudit Dornhof, Evsejev and
Partners), one of the leading auditing-consulting companies in Russia, was creat-
ed in Moscow in 1992.
In 1994, Rusaudit became the first Russian company to gain membership in the
international association of auditing firms, as part of Baker Tilly International
(before January 1, 2002, Summit International Ass.).
Baker Tilly International is the world’s 8th largest international auditing network,
linking 128 companies in 85 countries. The group’s headquarters is in London. By
combined earnings of member companies in the United States, the group is in fifth
place in the market, trailing only companies in the "big four", while it is in 7th place
in both the German and U.K. markets.
Among the company’s clients are the energy companies Gazprom, Mezhregiongaz,
Vologdaenergo, Karelenergo, Omskenergo, Tulenergo, Khabarovskenergo and
TGK 4; the transport companies Russian Railways, Krasnoyarsk Airlines and VIM-
AVIA; chemicals firms Akron, Evrokhim, Uralkaly, Khimprom and NITOL; manu-
facturers VSMPO-Avisma, Nizhfarm, Kurganmashzavod, Ruspromavto and
Russky Produkt; Retailers Arbat Prestige, BMV Rusland Trading, GENSER,
Avtoros, Karl Zeiss and Pirelli Tire Russia; banks and investment companies
Impeksbank, the Federal Stock Corporation, REGION Russ-Invest, Russian Funds,
Tserikh Capital Management, Open, Antanta Capital, and the RTS Stock Market;
media companies Kommersant, Glavbukh and OLMA Media Group; and telecom-
munications companies Verysell, Sky Link and Sistema Telecom.
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Investment Company Region Group Consolidated Balance Sheet as of 31 December 2005 
(in thousands of Russian Rubles)

The consolidated financial statements, from which the above summarised consolidated financial statements have been derived,
are available from ZAO “Investment company “REGION” located at Verkhnyaya Krasnoselskaya st, 11a, bld.6 upon request.

ASSETS
Cash and cash equivalents
Trading securities
Investment securities available for sale
Investment in associates
Receivables from broker-dealers
Receivables from customers
Income tax receivable
Originated loans
Other assets
TOTAL ASSETS

LIABILITIES
Payables to broker-dealers
Customer funds
Borrowings
Promissory notes issued
Other liabilities
Income tax payable
Deferred tax liability
TOTAL LIABILITIES
Minority interest 

Shareholders' equity
Share capital
Share premium
Translation reserve
Retained earnings
TOTAL SHAREHOLDERS’ EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

465.685
6.065.767

669.546
243.999

1.474.754
327.424

5.518
495.992

31.478
9.780.164

280.823
68.069

5.342.451
3.176.612

28.190
1.888

27.474
8.925.508

8.203

48.783
595.988

285
201.397
846.454

9.780.164

220.779
4.048.742

69.937
247.027
225.136

17.087
5.730

488.849
35.289

5.358.576

69.816
107.681

2.091.666
2.308.959

5.316
630

24.333
4.608.401

7.892

48.783
595.988

119
97.393

742.283
5.358.576

31 December 2005 31 December 2004 
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The consolidated financial statements, from which the above summarised consolidated financial statements have been derived,
are available from ZAO “Investment company “REGION” located at Verkhnyaya Krasnoselskaya st, 11a, bld.6 upon request.

Investment Company Region Group Consolidated Statement of Income for the Year Ended 31 December 2005 
(in thousands of Russian Rubles)

Revenues
Revenue from sales of trading securities
Cost of sold trading securities 
Net income arising from trading securities
Net loss arising from disposal of investment securities available for sale
Interest income 
Commissions:
_ Underwriting fees 
_ Brokerage and depository fees 
_ Investment advisory fees 
_ Asset management fees
Dividends received 
(Loss)/ gain arising from disposal of subsidiary 
Loss arising from disposal of shares in subsidiaries
Loss arising from disposal of associate
Other income
Total revenues
Expenses
Interest expense
Employee compensation and benefits
Commissions and brokerage fees 
Operating expenses 
Total expenses
Profit from operations
Surplus of fair value of acquired company over its acquisition price
Share of profit after tax of associate
Profit before taxation
Income tax expense
Profit after taxation
Majority interest
Minority interest
Net profit 

106.696.676
(106.295.786)

400.890
— 

202.041

30.463
38.527
17.186
94.027

5.342
(1.197)

— 
— 

242
787.522

354.210
199.063

11.610
86.202

651.085
136.437

910
(3.028)

134.319
(30.004)
104.315
103.095

1.220
103.095

50.729.149
(50.394.597)

334.552
— 

127.295

22.630
13.895
12.651
12.455

5.183
(1.228)

(528)
— 

4.244
531.149

287.040
116.528

6.443
69.305

479.316
51.833

— 
2.747

54.580
(13.211)

41.369
41.369

— 
41.369

31 December 2005 31 December 2004 
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Management’s Discussion and
Analysis of Financial Condition and
Results of Operations ("MD&A")
(abridged)

The results contained in the financial reports of REGION Group con-
firmed the validity of the strategy we have chosen for the develop-
ment of our business.  By 2005 results the company’s assets almost
doubled, reaching 9.8 billion rubles. The Group’s revenue in 2005
more than doubled, climbing to 106.7 billion rubles.
These dynamics in the growth both of the Group’s assets and rev-
enues is the result, on one hand of the growth in the volume of the
Russian debt market and, on the other, by the expansion of REGION
group’s activities in both the debt and stock markets.
The Group’s equity grew in 2005 from 742 million rubles to 846 mil-
lion rubles, representing a growth of 14 percent.
Personnel and operating expenses for the Group grew by 50 per-
cent in 2005, which is the result of business expansion and a sig-
nificant growth in the number of our employees. Despite this fore-
seen growth in expenses, our profitability numbers rose in 2005
over previous years, which is a testament to the appropriateness of
the strategy we have chosen and the rapidness of the Group’s
development.
Our financial results confirm the idea that the past year saw strong
growth in REGION’s transactions with emissive securities. The fur-
ther development of the range of services we offer in different sec-
tors of financial markets allowed the Group to strongly increase its

presence on the stock and bond markets. An analysis of Group prof-
its reveals that receipts from securities operations climbed above
50 percent of the Group’s total profits in 2005.
Yet another positive feature of the Group’s income structure in 2005
was significant growth in commission revenues. Revenues from
brokerage and depository operations grew almost three-fold from
2004, and the level of fees for the management of clients’ assets
grew by over 650 percent. This was directly related to the increase
in both the number and quality of services we offer our clients.
In 2005, 28 non-state pension funds had entrusted the manage-
ment of their assets to the group, including the Surgutneftegaz,
Sberbank Russian Federation, Khanty-Mansisk, Akvilon and
Regionfund non-state pension funds. The Group’s asset manage-
ment company won a tender to manage the pension reserves of the
Russian Federation Pension Fund, as well as the mortgage contri-
bution reserves of the system for providing housing for military
service personnel.
An analysis of the results of the Group’s financial report provides
vivid support for the effectiveness of the strategy we have chosen,
aimed at the development of a variety of services on financial mar-
kets. The provision of quality services meeting the needs of the
market to those of our clients and partners has been and continues
to be a priority for REGION Group, and the successful realization of
our priorities, as demonstrated by our 2005 results, have been the
sources of strong growth in the financial indicators of the company
and provide a solid base for the development of the Group’s busi-
ness in the future.
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Top russian investment companies 
by assets in 2005

1 Troika Dialog Group 664.487 
2 Kapital Group 643.624 
3 REGION Group 455.524
4 Baltic Financial Agency 317.199 
5 OEMK Invest IC 267.939 
6 Metropol IFC 267.654 
7 Aton 170.075 
8 Veles Capital IC 167.416 
9 Russ-Invest IC 147.054 
10 UralSib Group 141.960 
11 BrokerCreditService 116.886 
12 KM Invest 100.059 
13 Gardarika Investments 93.574 
14 Megatrustoil FC 88.498 
15 CIT Finance 87.806 
16 Deutsche UFG 71.658 
17 Russian Funds-Prospekt 67.338 
18 East Capital IC 63.313 
19 Finam 56.635 
20 United Finance 56.076 
21 Renaissance Group 54.511 
22 GELA IFC 51.756 
23 Antanta-Kapital 51.009 
24 CentreInvest Securities 50.607 
25 Clearing Stock Centre IC 48.162 

Source: NAUFOR Rating Agency

Rank Name Assets, $ mln

Top russian investment companies by
equity in 2005

1 Kapital Group 234.601 
2 Russ-Invest IC 121.228 
3 Intrast 63.673 
4 United Finance 43.533 
5 UralSib Group 26.546 
6 REGION Group 26.190 
7 Neftel 23.796 
8 Clearing Stock Centre IC 22.758 
9 Mekom 22.107 
10 Metropol IFC 21.350 
11 CentreInvest Securities 20.891 
12 INVEST-CENTRE 19.373 
13 GELA IFC 19.197 
14 Troika Dialog Group 18.961 
15 Ermak IC 17.569 
16 Interfin Trade FC 16.343 
17 Megatrustoil FC 16.227 
18 Alemar 15.836 
19 GUTA-Invest 15.004 
20 Fund of Berlek 13.920 
21 BrokerCreditService 13.613 
22 Trinfico Group 13.557 
23 CIT Finance 11.993 
24 TCL International 10.687 
25 Gardarika Investments 10.482 

Source: NAUFOR Rating Agency

Rank Name Equity, $ mln
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Members of Administrative Board 
Human Resources Director
REGION Group

Ekaterina KOVALENKO

Ekaterina Kovalenko was born on Dec 16th, 1961. She is a graduate of
St. Petersburg University of Humanities and the Social Sciences and
Graduate School of International Business (GSIB) of the Government of
the Russian Federation. From 1997 to 1999 she worked as human
resources manager of Trustconsult, and from 1999 to 2001 as deputy
general director for personnel of NITOL Group. From 2001 to 2005 she
was head of the department for personnel at Evrazholding.
Kovalenko has been with REGION since October 2005.

Company
Gathering, community, conversation; society, brotherhood, comrade-
ship, circle, union, for example, trade union.
Convivial, pertaining to comradeship or brotherhood.
Formerly going by the name of businessman from the treasury. A com-
pany of camaraderie, goodwill, friendship. A word of notions (Gogol)…

Vladimir Dal, Explanatory Dictionary of the Living Great Russian
Language
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It’s symbolic that, for Vladimir Dal, the word "company" means
"trade union" and, at the same time, a "brotherhood of people." It
has long been clear that a company’s greatest asset is its people.
This is especially true in the financial market. Assets are managed
by people. Profits and the minimization of risks depend on their
qualifications, motivation and orientation toward results. Of no less
importance is the ability of the professionals within a company to
work as a single, coordinated team. To paraphrase Dal, it is precise-
ly this "brotherhood of people" that makes the "trade union" suc-
cessful. The main task in human resources management has been
formulated on the basis of REGION Group’s strategic goals and mis-
sion – to build a system which generates the greatest returns to our
investment in our staff. Such a system should:
-motivate every employee toward achieving the aims as defined by
the development strategy of the Group;
-objectively evaluate the level of results achieved;
-provide fair remuneration for results achieved;
-constantly develop and improve the principals of corporate culture
as the basis for relations within the Group and with its clients, con-
tractors and partners.
The main components of the Group’s policy in the sphere of person-
nel management involves a number of connected measures
designed to meet the following objectives:
-to increase the effectiveness of work on all levels; 
- to attract the best specialists to work within the Group and capi-
talize efficiently on their potential;
-to create, educate and develop a personnel reserve;
-to create an effective compensation system;
-to build an effective and dynamic organization with a well-devel-
oped corporate culture.
We understand very well that a comprehensive complex of human

resources policy measures requires a high level of investment,
which is reflected in Group’s budget. The dynamic growth of all the
Group’s indicators in recent years demonstrates the effectiveness of
the investment we have made. The foundation for this has been the
potential of our staff, which possesses a strong balance of youth and
experience. Although the average age of our staff is only about 30,
almost 60 percent of our employees have more than 5 years experi-
ence working in financial markets, and one in five has been working
in these markets for 10 years or more.
At the same time, the Group has been able to hold on to the core of
its team for a long time in conditions of dynamic business growth
and, as a result, significant growth in staff size. Despite the dynam-
ic growth in the size of our business and the number of people we
employ (today 230 people work for the Group, representing a growth
of 90 percent over the last 4 years) almost one third of the top man-
agers working within the Group having been with us for more than 5
years. One very positive indicator is that our promotion rates are
traditionally high. This shows that we work not only to hold on to the
core of the team we have assembled, but also to look after the
career and professional growth of our employees. The combination
of these two factors represents a guarantee of stability and dynam-
ic growth in the quality of our team in the future. However, the
Group’s personnel potential is not only characterized by numbers.
During the more than 10 years the Group has existed, the basic prin-
cipals of the corporate culture that has been developed in REGION
have been collected into a corporate code. This document summa-
rizes the Group’s long experience working on financial markets and
has become the base of the future development of its business.
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The Russian Financial Market: 
Conditions, Prospects and Risks

REGION Group offers a broad spectrum of services on the debt and
equity markets. To a significant degree their development is a reflec-
tion of the situation in Russian and international economies and to no
small degree on their expected conditions in the future. The influence
economic conditions have on the behavior of markets is of a complex
character, involving effects on supply and demand for financial
resources and on market indicators such as interest rates and stock
indexes.
In any country the demand for investment traditionally grows along
with its economy, as the tempo of investment growth often exceeds
growth in gross domestic product because of positive expectations
about the continuation of economic growth in the future. According to
a consensus forecast from the Development Genter, GDP growth in
Russia between 2006 and 2012 will be in the range of 5 percent to 6
percent, which will provide a good basis for the further increase of
demand in the economy for financial resources.
The basic sources for debt resources for enterprises are bank cred-
its, debt and equity markets. In 2005 the volume of credits to enter-
prises and organizations rose by 31.3 percent, but the comparative
weakness of the Russian banking system stimulated the corporate
sector to active involvement in debt markets. Along with this, the exu-
berant growth in real incomes has provoked banks to expand their
consumer credit activities, tying up resources that could have been
directed into corporate debt. Thus, in 2005 credit provided to private
individuals grew by 90.6 percent. As a result of these factors, in the
last year the consolidated volume of ruble-denominated debt grew by
38 percent, while the growth in corporate bonds was 81 percent.

In 2006 we expect that the high tempo of growth in the ruble-
denominated debt market will continue. Acting as underwriter over
the past year for bonds and promissory notes worth $473.5 million,
REGION Group expects to maintain its strong position on the cor-
porate debt market, capitalizing on our strong base of institutional
investors – mutual funds, pension funds and insurance companies.
In the past year the net influx of funds from investors into open and
interval mutual funds was $332.2 million, pension fund reserves
have grown by 63.4 percent, reaching $9.6 billion, and the growth

Source: Rosstat, REGION Group research

Investments in Fixed Capital Fomation and GDP
growth in Russia, (1998=100%)

Investments in Fixed Capital Formation GDP
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in the value of insurance premiums was 4.3 percent (the total vol-
ume was $17.0 billion). Considering what, by the standards of
Eastern and Central European countries, is a low level of penetra-
tion for financial services (particularly in the area of life insur-
ance), Russia’s base of institutional investors has the potential for
strong growth in the future. This is entirely related to the banking
system, which produces major demand for instruments on debt
markets.
The essential factors influencing the value dynamics of debt are
interest rates in Russia and the rest of the world, exchange rate

trends and liquidity. In Russia we have witnessed a gradual lower-
ing of inflation, which has also lowered the refinancing rate of the
Bank of Russia. At the same time, monetary authorities are striv-
ing to soak up some of the surplus of money in the economy,
including by trying to increase the attractiveness of debt instru-
ments. A rise in the rates for high-class paper might attract addi-
tional investment resources, which will reduce the effects of this
monetary policy. We do not foresee a significant contraction in
ruble liquidity in the near future, although the surplus will be
gradually reduced.
G8 countries are witnessing a rise in interest rates. The U.S. Federal
Reserve System is expected this year to continue its tight monetary
policy. In Europe the rise in interest rates continues, which will like-
ly stimulate gradual hikes in Japan as well. The excessive tightening
of monetary policy in developed countries could lead to an outflow of
resources from developing markets, creating downward pressure
on the price of internal debt obligations.
The exchange rate policy of the Bank of Russia in recent years has
been connected with the attempt to lower inflation. Considering
the strong role of non-monetary factors, monetary policy has been
called on to hold down not only real, but also nominal increases in
the value of the ruble. Similar exchange rate dynamics are stimu-
lating demand for ruble-denominated debt obligations, most of all
from non-residents. A rejection of the current monetary policy will
only be possible in the event of a significant fall in the price of oil,
which can’t be expected any sooner than 2009 or 2010.
Conditions in the banking sector are another important factor
determining the situation on the debt market. There are fears
that, in the next few years, Russian banks may face a liquidity
deficit as the result of a significant fall in the price of natural

Source: REGION Group research

Number of Russian IPOs
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resources. There has also been some concern over the rapid pace
of expansion in the market for loans to private individuals, in which
weak risk-management practices could lead to an increase in the
number of bad loans.
In 2005 Russian stock markets fully recovered from the shock
delivered by the attack on Yukos, becoming one of the world’s
fastest rising emerging markets. The consolidated market capital-
ization of Russian companies more than doubled. There was also a
significant increase in the number of IPOs. In the next few years
we foresee a continuation in the growth of IPO numbers and a
broadening in the spectrum of investment opportunities on finan-
cial markets, and primarily in relation to offerings from the state-
owned companies Rosneft and Vneshtorgbank. Many companies
are currently consider debt issues as a step toward their own IPOs.
As in the debt market, the dynamics of the equity market to a sig-
nificant degree depend on liquidity – especially on international
markets. The significant growth being shown by Russian shares
creates a solid grounding for profit taking, which is another factor
along with the possible fall in global liquidity. We believe that,
despite the current positive predictions for earnings by Russian
companies, the stock market is currently at its peak and that the
resumption of serious gains is unlikely.

Russian debt market composition

Source: REGION Group research

Promissory
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bonds,
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Head of the investment management department of
REGION Asset Management

Pavel BELOMYTSEV

Pavel Belomyttsev was born Dec. 1, 1972. He is a graduate of Faculty of
Mechanics and Mathematics of Moscow State University. From 1998 to
2002 he worked as a trader for Evrasia bank in Izhevsk. Belomyttsev
has been with REGION since 2002, working in asset management and,
in 2005, taking over as the head of the department of asset manage-
ment at REGION Asset Management.
He holds a level 5.0 certification (securities management activities)
from the FFMS.

Asset
Latin The aggregate of on-hand (moveable or non-moveable) and
debt (claims on third parties) holdings, as opposed to liabilities,
debts and obligations to third parties.

Brokgauz and Efron, The Small Encyclopedic Dictionary
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The essence of a management company, first and foremost, is the
interests of its clients. When launching our relationship with a
client, we strive to understand the client’s goals and needs,
whether the client is a non-state pension fund, an insurance com-
pany, a bank or a financial institute and regardless of whether it is
a corporate or individual entity. In order to invest a client’s assets
effectively, we need to know for how long the client plans to keep
these funds under our management and in what instruments – and
with what level of risk – those funds can be placed. The level of risk
will be directly dependent on the client’s expected level of return.
Taking this and other factors into account we can determine the
most appropriate investment mechanism for the client and pro-
pose parameters for an optimal investment portfolio (for more
about the mechanism for determining investment strategy, see
diagram on page 37).
We consider our main clients to be institutional investors interest-
ed in dependable, quality and effective management of their
assets.
But, given this, we always work to provide a broad line of products
in order to satisfy the needs not only of pension funds or insurance
companies. Our line offers different products to satisfy every qual-
ified investor. In our opinion, beside institutional investors our
products are attractive for private investors with enough capital for
active participation on financial markets and who are already
involved in the market, who understand the principles of market
operations and who believe that working on financial markets is
easier and more effective with the assistance of professionals with
the necessary experience, technology and infrastructure.
REGION provides its clients with a selection of individual strate-
gies, allowing them to set up their investments based on different
time frames, differentiated on the basis of different levels of risk

Fastest growing russian asset management
companies in 2005

1 Concordia Asset Management 108 401
2 Troika Dialog 1.965 234,9
3 CIT Finance 279 205,5
4 RegionGasFinance 153 175,8
5 NIKOil-Savings 1.150 151,4
6 Management-Centre 2.576 128,5
7 AMC of Bank of Moscow 77 120,7
8 Deutsche-UFG 149 111,1
9 Yamal 244 102,8
10 UralSib Group 1.032 101,9
11 Kapital Group 1.951 96,2
12 National Asset Management Company 185 94,2
13 REGION Group 249 92,5
14 Management-Consulting 1.040 86,6
15 Clearing Stock Centre IC 58 75,7
16 Interfinance 149 73,7
17 Alfa Capital 228 68,7
18 Ermak 55 68,4
19 Pifagor 80 67,1
20 Invest-Management 36 63,7
21 Leader 5.518 62,7
22 RTK-Invest 128 49,2
23 Aton 324 43,4
24 BrokerCreditService 42 36,7
25 Interfin Capital 287 33,5

Source: Kommersant Dengi

Rank Name Assets Under
Management, $ mln

Change over 12
months, %
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REGION Real Estate Fund, Yugra Real Estate and Yugra Mortgage
Fund.
An important component of the development of mutual funds is the
fine tuning of existing technology for dealing with shares and a
regional sales network. The development of stock market technol-
ogy for the circulation of investment fund shares, in which REGION
was a pioneer in Russia – in 2003, the Dividend Shares and
Corporate Bonds fund under our management became the first
mutual fund to be traded on the RTS – has allowed mutual funds to
become more accessible as investment instruments. The stock
market circulation of mutual fund shares offers a number of advan-
tages for shareholders.

-geographical accessibility (there are brokerage companies in just
about every major city through which shares can be purchased;
-transparent pricing – the sale and purchase price of mutual fund
shares is known before a deal is confirmed;
-high level of efficiency in accounting – instantaneous addition or
removal of the shareholder’s funds from a particular instrument.

In conjunction with the creation of a regional sales network, stock
market share circulation technology is creating the conditions to
allow mutual funds to become major retail products.
The principles of our work in both individual asset management and
on the collective investment market are transparency and the open
nature of our relationship with our clients, transparency of asset
management mechanisms, a high level of technology and automa-
tion of processes. These allow for precision and timeliness in daily
reporting on results to clients, the strict execution of all orders and,
altogether, a high level of dependability and accessibility that allows
us to meet and even exceed the expectations of our clients.

and expected returns, as well as the degree of diversification of
securities in which the assets will be invested. The selection of
individual strategies is basically as follows.

-short-term investment
-indexed deposits
-active management of a conservative portfolio
-additional returns from a portfolio of long-term securities
-balanced portfolio
-share portfolio
-second echelon share portfolio

Beside individual strategies the REGION Group of management
companies also offers a wide range of options for collective invest-
ment schemes, which received a strong underpinning for growth in
2005 and became one of the year’s biggest hits.
We design our collective investment activities, the chief mechanism
of which is mutual funds, on the same principles as for our individ-
ual strategies. First and foremost this is the ability to ensure a rea-
sonable balance between degrees of risk and expected returns, as
well as different degrees of diversification of targeted assets (secu-
rities and real estate). REGION’s range of mutual funds continues to
grow – in 2005 REGION Targeted Investment Fund, focusing on sec-
ond echelon shares, and Russia’s first mortgage fund, the Yugra
Mortgage Fund were launched. The formation of one more REIT – a
rental fund, which will be tied to commercial real estate already in
the market, is planned for the beginning of 2006.
At the end of 2005 we had on offer to our clients five securities
related funds – REGION Shares Fund, REGION Balanced Fund,
REGION Bonds Fund, Dividend Shares and Corporate Bonds and
REGION Targeted Investment Fund – as well as three REITs –
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Also of particular interest is work with the assets of individual
investors (and particularly those who we consider to be expert
investors), many of whom are interested in high return invest-
ments and who are able to tolerate risk. We can provide these
investors with aggressive share investment strategies, based on
the fundamental indicators of the issuing companies. For more
conservative clients we can create strategies aimed at achieving a
balance between income and risk.
Without question, the continued development of retail sales of
mutual funds will be interesting. This area of business is very
promising. Despite growth in 2005, today the volume of investment
in mutual funds is significantly smaller than in funds from individ-
uals simply sitting in bank accounts. Taking into account the
prospects for the development of this business area, we will con-
tinue to expand our sales network for the sale of shares in our
mutual funds and refine its product line, developing new and
improving existing sales techniques, including state of the art
communications facilities.

Attaining excellent results is impossible without the creation of an
effective system for managing assets, and the main indicator of
this is the dependability of an investment.
REGION Group’s highly professional research increases the depend-
ability and effectiveness of the investment process, and the multi-level
techniques of risk management we use allow for the reduction of
investment risks. The issuers of securities that make up the invest-
ment portfolios of our clients are subjected to a complete analysis of
their financial activities and solvency.
After this, our investment committee sets limits that cannot be
exceeded in our activities managing a client’s assets. The analysis of
financial risks allows us to generate investment recommendations on
the basis of current market tendencies in order to provide the client
with the best possible results. On the basis of these recommendations
we develop an investment strategy which is used as the basis for all
investment decisions.
REGION Asset Management is committed to the further development
of its relationships with non-state pension funds that have become
increasingly interesting to our clients from the standpoint of volume
and terms of investment. Beside this, we understand the extreme
social importance of those funds that form the basis of state and non-
state pensions for the future and will continue to develop and introduce
technologies to raise the dependability and effectiveness of investing
pension reserve funds and contributions.
Work with institutional investors – banks and insurance, leasing and
investment companies – represents a promising area for our further
development.
Insurance companies are of strategic interest as clients in a rapidly
developing financial services market. The management of their assets
remains underdeveloped as a result of limitations imposed by Russian
law that we hope will be significantly reduced in the near future.
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Top russian asset management companies by mutual funds under management in 2005

R
an

k

Name

Breakdown by asset class, % of NAV

Open and interval funds                                                          Closed funds

Stocks Hybrid REIT Venture Private
equity

MortgageBonds Hybrid Index Money
Market

Stocks

Net assets of
mutual funds
under man-
agement, $ 

Change
over 12

months, %

Share of
mutual
funds in
assets

under man-
agement, %

1 Management Centre 2.576 128,5 100 5,2 – – – – 94,8 – – – – –
2 Management-Consulting 1.040 86,6 100 – – – – – 98,9 – 1,1 – – –
3 UralSib 880 92,6 85,3 95,5 1,3 3,2 – – – – – – – –
4 NIKoil-Savings 558 56,3 48,5 – – – – – 100 – – – – –
5 Troika Dialog Group 383 184,1 19,5 52,4 24,2 12,5 – – – – 10,9 – – –
6 Interfin Capital 248 20 86,6 99,5 – 0,5 – – – – – – – –
7 CIT Finance 208 47,1 74,4 8,7 7,1 16,7 1,8 0,7 5,6 – 15,6 43,7 – –
8 Alfa Capital 123 122,6 54,1 17,5 24,1 58,4 – – – – – – – –
9 Alemar 114 1381,9 99,4 5,7 2,1 1,2 – – 90,9 – – – – –
10 Concordia Asset Management 108 509,9 100 – – – – – – – 100 – – –
11 Regiongazfinance 99 157,9 64,5 – – 48 – – 35,8 – 16,2 – – –
12 SDK Garant 93 35,8 92,6 – – – – – – – 9 91 – –
13 Stary Gorod 88 – 100 – – – – – – – 100 – – –
14 PAN-TRUST 80 – 100 – – – – – – – 100 – – –
15 PIOGLOBL Asset Management 80 23,1 32,8 28 52,8 15,4 3,8 – – – – – – –
16 Yamal AMC 73 39,2 29,8 – – 41,3 – – – – 9,8 – – 48,9
17 Nevsky Capital Partners 71 – 100 – – – – – – – – 100 – –
18 AG Asset Management 62 – 100 – – – – – – – 100 – – –
19 Deutsche-IFG 59 96,8 39,8 50,9 49,1 – – – – – – – – –
20 AMC of Bank of Moscow 58 146,2 74,4 21 1,5 63,3 14,1 – – – – – – –
21 Accord Asset Management 54 12,7 97,1 – – – – – 4,7 – 95,3 – – –
22 Strateg 52 1437 100 – – – – – – – 7 – 93 –
23 Citadel Asset Management 50 – 100 – – – – – 100 – – – – –
24 REGION Group 47 116,2 19 4 4 24,1 – – – – 41,5 – – 26,4
25 AMC of Industry&Construction Bank 47 84 54,3 27,9 20,6 28,1 – – – – 23,4 – – –

dash – data is not available or proper calculation is impossible

Source: Kommersant Dengi
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Alexei Kuznetsov was born on Dec. 1, 1964. He is a graduate of the
Moscow Higher School of Technology.
Kuznetsov joined REGION in 1997 as a specialist in the development
department , and was named head of the client services department in
1999. He later moved to the posts of head of the promissory note
department, head of the securities operations management depart-
ment and then director of trade and client operations. He has headed
the REGION Brokerage Company since 2003.
He holds a series 1 qualification (broker and dealer activities and secu-
rities management) from the FFMS.

Stock Market Intermediaries
Hucksters or brokers, individuals or firms performing the function of intermediary on bond,
commodity and currency exchanges. They specialize in particular areas and have access
to extensive information about deals settled, the quotes of particular shares, etc.
Contemporary stock market intermediaries of stock exchange act in the form of brokerage
offices or firms that have: a hall for clients, where the latest deals on the stock markets are
displayed; telephone, communication, client order, statistical and accounting departments.
The central role among stock market intermediaries is played by those established or con-
trolled by financial capital tycoons. Thus, the emissive (investment) banking house Morgan
Stanley and Co. plays the main role in the United States as top underwriter of securities
and performs the same role as a stock market intermediary in deals with securities.
Stock Market Intermediaries receive commissions (courtage) for their brokerage and
advice, which are set by market committees of official exhanges in accordance with the
size of the deal.

The Great Soviet Encyclopedia

General Director
REGION Brokerage Company

Alexei KUZNETSOV
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The REGION Brokerage Company is the center of the Group’s trading
operations. Of course, the representation in Soviet times of stock mar-
ket intermediaries and brokers seems a bit naive today, especially in
relation to the development of contemporary methods of electronic com-
munications. REGION Brokerage Company specializes in operations on
debt markets and with the shares of second-echelon companies.
The last few years have been memorable for the REGION Group for the
significant growth in the total volume of securities operations. In 2005
this rose by over 250 percent (and over 1,000 percent for the last five
years) and reached $27.6 billion (not including operations between dif-
ferent member companies in the Group).
The traditional business for REGION has been operations on the prom-
issory note market, a sector in which we have been the leader for a
number of years. Out of the last five years at the annual Financial
Market Elite, REGION Group has won four times in the category for
companies involved in the promissory note market, including in 2005.
While remaining a leader in the Russian promissory note market, the
REGION Group of companies has seriously diversified its income base
with respect to assets, increasing its activities with bonds and promis-
sory notes.
2005 saw the beginning of serious growth in the volume of operations
with securities emissions. According to quarter IV results for 2005,
REGION Brokerage Company placed in the top 30 (24th place) on the
consolidated list of professional participants in the securities market
(banks and investment companies), carrying out transactions with
securities issues. According to annual results, REGION finished third
among Russian investment companies by volume of operations on the
bond market (volume of operations $5.5 billion), as well as occupying
18th place among the largest investment companies operating on the
stock market ($2.1 billion). Thus, according to the Federal Financial
Markets Service, REGION accounts for about 1 percent of the total

Top russian investment companies by
brokerage transactions in 2005

1 CIT Finance 142.841 
2 BrokerCreditService 94.380 
3 Troika Dialog Group 56.448 
4 Deutsche UFG 45.694 
5 Aton 38.566 
6 Otkrytie 32.535 
7 East Capital IC 29.516 
8 REGION Group 27.289 
9 Renaissance Group 26.736 
10 Finam 20.557 
11 UralSib Group 17.910 
12 Alor Invest 14.494 
13 Metropol IFC 13.201 
14 Veles Capital IC 9.654 
15 Zerich Capital Management 7.602 
16 Vitus 5.636 
17 Russian Funds-Prospekt 4.655 
18 Finance Management Institute 4.170 
19 Hedge Fund BC 3.194 
20 VIKA Group 3.114 
21 ENERGOCAPITAL 2.815 
22 AVK Group 2.214 
23 UBS Securities 2.063 
24 Index XX 2.036 
25 Solid IFC 1.949 

Source: NAUFOR Rating Agency

Rank Name Turnover, $ mln
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turnover on the Russian market of issued securities (the largest share
of the market held by a single participant is 8 percent).
Our client base rose significantly (by almost 20 percent) to reach 600
(20th among Russian investment companies, against 23rd place in
2004.) Along with this we have seen an increase of the issuers of prom-
issory notes with whom we worked actively. REGION Group companies
took part as organizer, underwriter or co-underwriter of bond emis-
sions worth almost $364.0 million.
According to 2005 results, REGION Brokerage Company was in 12th
place in consolidated ratings of underwriters for internal market bond
emissions compiled by the Cbonds information agency (in 2004 the
company was in 15th place) and in 3rd place in the ratings for under-
writers of municipal bonds (after finishing in 10th place a year earlier).
Last year the Group also helped enterprises and banks attract finan-
cial resources by way of emitting promissory notes with a value of
almost $194.3 million ($35.0 million more than the previous year),
allowing REGION to move into first place among brokerages (under-
writers) according to the volume of promissory note loans for 2005.
Another area of activity for REGION Brokerage Company that saw sig-
nificant development in 2005 was the expansion of stock market oper-
ations with shares of mutual funds. Today nine mutual funds are under
the management of the REGION Group, the shares from six of which
are currently circulating on stock markets. REGION was a pioneer of
this area of market trading in Russia. 2005 saw a boom in collective
investment. Understanding the promise of this market segment,
REGION is not only constantly developing its line of mutual funds, but
also developing the market circulation of their shares. According to
2005 results, REGION Investment Company was the winner in the cat-
egory for Top Operator on the Market for Mutual Fund Shares in the
annual contest held by the MICEX. This significant quality growth was
made possible by the constant refinement of the principles and tech-
niques of organizing trading activities. The trade management scheme

Top Russian investment companies and banks
by volume of trade in emissive securities in Oct-Dec 2005

1 BrokerCreditService 17.624 8,01
2 CIT Finance 16.792 7,63
3 Troika Dialog Group 12.735 5,79
4 Aton 8.259 3,76
5 Finam 8.066 3,67
6 VEO-Otkrytie 7.813 3,55
7 Deutsche UFG 7.507 3,41
8 NOMOS-BANK 7.260 3,30
9 Vneshtorgbank 6.509 2,96
10 Gazprombank 5.660 2,57
11 Alor Invest 5.587 2,54
12 Alfa-bank 5.368 2,44
13 Renaissance Group 4.333 1,97
14 Soyuz bank 3.526 1,60
15 Zenit bank 3.325 1,51
16 Industrial & Construction bank 3.232 1,47
17 UralSib Group 3.133 1,42
18 Sberbank 2.585 1,18
19 Bank of Moscow 2.550 1,16
20 Citibank 2.530 1,15
21 Rosbank 2.401 1,09
22 East Capital 2.250 1,02
23 Alor+ 2.192 1,00
24 REGION Group 2.146 0,98
25 Zerich Capital Management 2.069 0,94
26 Deutsche bank 1.805 0,82
27 Eltra 1.756 0,80
28 Trust IB 1.751 0,80
29 Vneshtorgbank 24 1.701 0,77
30 Olma 1.586 0,72

Source: FFMS

Rank Name Total transactions
volume, $ mln

Share of the Russian
market, %
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Top Russian investment companies by
securities trading on securities exchanges in 2005

1 CIT Finance 64.877 

2 Troika Dialog Group 49.896 

3 BrokerCreditService 37.476 

4 Aton 28.607 

5 Finam 21.759 

6 Otkrytie 21.135 

7 Deutsche UFG 18.996 

8 Alor Invest 14.337 

9 UralSib Group 11.008 

10 Renaissance Group 10.411 

11 REGION Group 6.573

12 East Capital IC 5.974 

13 Zerich Capital Management 4.688 

14 Hedge Fund BC 4.080 

15 Kapital Group 3.769 

16 Metropol IFC 3.287 

17 VIKA Group 2.869 

18 ENERGOCAPITAL 2.669 

19 AVK Group 2.205 

20 Veles Capital 2.065 

21 Geleum IC 1.822 

22 Index XX 1.822 

23 Solid IFC 1.659 

24 Garant-М 1.655 

25 Gardarika Investments 1.594 

Source: NAUFOR Rating Agency

Rank Name Volume of trading, $ mln
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implemented within the REGION Group includes a policy of cooperation
between its member companies and a standard scheme of activities
on debt and share markets.
The REGION Brokerage Company offers its clients the opportunity to
carry out operations with a broad spectrum of financial instruments –
shares of Russian enterprises and banks, corporate, municipal and
regional bonds, promissory notes, futures and options and shares in
investment funds.

Debt market operations

REGION Brokerage Company offers the following services for opera-
tions on debt markets:
1) for issuers, including promissory notes – issue and underwriting of
securities, the development of demand in the securities market and
services to help attract financing by means of the emission of promis-
sory notes;
2) for investors – the closing of deals for the sale and purchase of secu-
rities on the stock market and over-the-table markets, and REPO
transactions.
Issuers, and investors are offered a full range of depository services
allowing them to work securely with documentary securities (safe-
keeping, domiciliation).
REGION Group also provides a complete range of services for the
organization of debt emissions and promissory note issues. So both
issuers and investors are offered a full range of services to work on
debt markets.

Ranking of promissory notes
underwriters in 2005

1 REGION Group 193 10

2 Zenit Bank 112 4
3 Veles Capital 98 6
4 International Moscow Bank 54 1
5 Russian Funds-Prospekt 42 4
6 IMPEXBANK 41 3
7 Russian Development Bank 35 3
8 Transcapitalbank 26 1
9 BrokerCreditService 24 6
10 LOKO-Bank 19 1
11 Aton 16 1
12 Finguard 16 2
13 Promsvyazbank 14 2
14 Admiralteisky Bank 14 2
15 TDT-Invest 14 1
16 ARQ Ltd. 12 1
17 Moscow Capital Bank 10 1
18 Russian Regional Development Bank 9 1
19 Invest Resource 8 1
20 Expobank 7 1

Source: NQS

Rank Name Value of promissory
notes issues, $ mln

Number of
issuers
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Stock market operations

The Group’s specialization in stock markets is second echelon securi-
ties. Using aggregate positions with our clients, we are able to put
together blocks of securities that, depending on market conditions, we
sell on the markets, including to strategic investors. Our choice of
investment objects is dependent on a complex system of analytical
research.
REGION Brokerage Company also provides a broad range of addition-
al services, including internet trading, margin credit, the purchase of
securities using bank overdrafts and REPO operations.
Understanding the importance of the stock exchange to the Russian
securities market, in 2004 we purchased a 2.145 percent of RTS
shares. REGION Brokerage Company is a member of both the RTS and
of the Moscow Stock Exchange, meaning that we can provide our
clients with the ability to trade on the following markets:

-MICEX stock exchange
-RTS stock exchange
-St. Petersburg stock exchange
-RTS FORTS futures market
-Over-the-counter market

Client services principles

The REGION Group’s ability to maintain a leading place in the Russian
securities market has been, to a large degree, the result of the obser-
vance of strict principles in its relations with clients and the technolo-
gy and techniques involved in providing our services. We have continu-
ally worked to further develop and improve these principles and tech-
nologies, and 2005 was no exception.

REGION Brokerage Company has traditionally paid great attention to
the service and services we provide to our clients. In order to broaden
and further develop we took a number of measures with regard to our
work, including the following:

-the assignment of a personal manager to every client;
-the introduction of a new internal accounting platform
-improvements to our system of risk management
-the introduction of a number of measures for the oversight of client
services
-the availability of individual analytical reviews
-an increase in the number of servicing banks
-the introduction of new tariff plans.
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First Deputy General Director
REGION Investment Company

Khachatur MURADOV

Khachatur Muradov was born on July 22, 1975. He is a graduate of the
Moscow State Commercial Institute. From 1996 to 1999 he worked as
specialist in the securities department at PAKK Invest, and from 2000
to 2002 as the head of the promissory note department at PAKK Invest
Service. From 2002 to 2004 he worked as deputy general director of
REGION Investment Company.
Since 2005 Mudarov has worked as first general director of REGION
Investment Company.

Capital
Funds, tools and means of production, representing the results of
antecedent labor and used in the production of new value (D. Ricardo,
K. Marx); 
people’s capital – the means of production
private capital – part of the property of an individual that provides his
income. Capital is divided into circulating, which can be consumed com-
pletely in the process of production (for example, raw materials) and
fixed capital, which remains in the possession of the enterprise for rela-
tively long term. Capital is referred to as entrepreneurial if it is involved
in the direct control of its owner, the capitalist, and as loan if it is lent in
exchange for interest payments, and dead if for some reason it doesn’t
serve the interests of production or generate revenue.

Brokgauz and Efron, The Small Encyclopedic Dictionary
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The definition of capital provided in the Brokgauz and Efron diction-
ary before the last century is still accurate in many ways today. In the
21st century, just as in the 19th century, capital remained "dead if
for some reason it doesn’t serve the interests of production or gen-
erate revenue."
In recent years in Russia two mutually antithetical tendencies have
existed side by side. On one side, investors try to work with a deficit
of new dependable and attractive financial instruments in which to
invest their capital. From the other side, companies representing
different economic sectors are looking to attract funds from market
investors for the financing of their business activities.
The REGION Group sees the solution of this problem as one of its
objectives, creating for the market, and first of all for our clients,
new financial instruments that in their turn allow more promising
and dynamically developing companies to attract the financial
resources necessary for their further development.
Our goal is to provide more interesting, in our opinion, emissions to
investors.
This approach dictates lofty requirements in relation to our activities
in attracting financial resources on the stock market. Our long expe-
rience on that market has allowed us to create a unitary chain of
services for the attraction of financing, providing a quality selection
of potentially interesting options for both investors and issuers of
promissory notes.
The complex of services includes:

-conducting a preliminary analysis of the financial condition of the
client;
-creation of a program for the attraction of financial resources;
-the provision of a detailed financial analysis and corporate
audit of the company;

Top bond underwriters (domestic market)
in 2005

1 Vneshtorgbank 0,91 42 47
2 Rosbank 0,79 51 59
3 CIT Finance 0,78 43 49
4 Gazprombank 0,67 23 28
5 Soyuz Bank 0,60 69 77
6 Bank of Moscow 0,43 31 34
7 Petrocommerce Bank 0,41 25 33
8 NOMOS-Bank 0,40 50 57
9 International Moscow Bank 0,34 33 41
10 Troika Dialog Group 0,33 13 16
11 UralSib Group 0,32 31 31
12 REGION Group 0,32 37 41

13 Zenit Bank 0,31 25 28
14 Promsvyazbank 0,29 22 26
15 Industry & Construction Bank 0,29 34 39
16 Raiffeisen Bank 0,26 18 20
17 Renaissance Capital Group 0,26 17 21
18 AK Bars bank 0,23 32 39
19 Drezdner Bank 0,23 16 19
20 Alfa-bank 0,23 9 9
21 Sviaz bank 0,22 17 20
22 TransCreditBank 0,21 13 15
23 Sberbank 0,20 19 22
24 TRUST Investment bank 0,19 13 16
25 Deutsche bank 0,19 8 9

Source: Cbonds

Rank Name Underwriter's
quota, $ mln

Number of
issuers

Number of
issues
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-implementation of a program for raising financing;
-development of a strategy for long-term business development
and financial development through the use of various financial
instruments

The REGION Group has long enjoyed a strong reputation on the mar-
ket for implementing successful programs for the attraction of debt
financing. But we understand that debt financing should not lead to
a decrease in the financial stability of our clients. As a result, we
offer our clients a diverse program that includes a number of ele-
ments:

-promissory note program;
-bond issue program;
-a program for the attraction of short-term financial resources,
parallel to bond loans
-long-term business development program.

Promissory Note Programs

2005 results show that 99 percent of the all promissory note debt on
the market (and the nominal value of this debt is $833.9 million) was
placed with the participation of brokerages (underwriters) with the
status of organizers or co-organizers. The REGION Group has signifi-
cant experience in the creation and implementation of full-fledged
promissory note programs and is a leader in this market, offering
investors new and interesting securities.
We have developed a standardized program for the emission of prom-
issory notes by debt issuers based on commercial paper practices.

The basic principles involved are:
-transparency and predictability for the investor;
-financial character of promissory notes issued on the market;
-standardization of the date of issue and redemption of promis-
sory notes;
-limitation of the volume of promissory notes in circulation;
-raising security for investors working with promissory notes.

Within the framework of realizing such a program, the REGION
Group offers its clients the full spectrum of necessary services,
including:
-organization of the promissory note emission, including the nec-
essary documents for a promissory note program;
-the placement of the promissory notes and servicing the place-
ment;
-the organization of the disclosure of information about the prom-
issory note issuer and marketing events and accompanying infor-
mation;
-the development of a liquid secondary market for the client’s
promissory notes;
-verification and paying off of promissory notes.

REGION values its reputation, which is why we only organize prom-
issory note programs for those issuers in whom we are confident.
We apply well-defined requirements in determining whether to go
ahead with an issue from a particular borrower. In the process of
performing this analysis, REGION not only examines whether it is
appropriate for the Group to be involved in the debt issue, but also
the basic parameters of future debt. The volume of promissory
notes that can be issued is defined, first of all, by the financing
requirements of a perspective debt issuer and, second of all, the
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issuer’s ability to service the debt and generate a positive cash flow
in the future. As a result, we hold the strong belief that any promis-
sory note issuer should only issue debt proportional to the scale of
its business and financial results.
Besides this, we offer borrowers a complex of depository services,
which is the specialty of REGION Depository Company. This
approach is also important for investors, with whom we are able to
lower additional risks tied to the cancellations of promissory notes
and for promissory note issuers, which are freed from additional
work and charges.
In 2005, along with the array of traditional promissory note pro-
grams we offered our clients whose bonds circulate on public mar-
kets, we offered a program for attracting short-term financial
resources parallel to bond debt. This allows issuers of debt to diver-
sify their borrowing policy using their stock of bond debts for the
realization of long term projects. They thus retain the ability when
necessary to attract on the promissory not market funds to cover
short-term resource deficits. Regular monitoring allows for atten-
tion to the level of debt load. The fact that the issuer regularly dis-
closes information about itself, providing transparency, allows us to
lower risks of investing in debt paper issued within the framework
of complex programs. This is a clear advantage of such programs for
investors.

Bond Issues

A bond-issue program begins with a preliminary stage, during
which we determine the basic parameters of the issue and the
method of placement. Our clients need not only to attract the nec-
essary financial resources, but to attract them in the most suitable
manner. At this stage, REGION works with the issuer to define the

volume of debt that will be issued.
They also focus on such factors as the financial condition of the
client, its need for financing, and also investor interest, which is
focused on the purchase of the most liquid securities. It is precisely

Top municipal bond underwriters
(domestic market) in 2005

1 Rosbank 407 17 23
2 Vneshtorgbank 242 7 10
3 REGION BC 218 17 21
4 CIT Finance 215 13 15
5 Soyuz Bank 199 11 15
6 Troika Dialog Group 167 3 6
7 Bank of Moscow 165 10 13
8 Zenit Bank 134 7 10
9 AVK Group 114 2 6
10-11 Petrocommerce Bank 88 2 5
10-11 Citibank 88 1 4
12 TRUST IB 87 3 6
13 Megatrustoil 69 11 13
14 NOMOS-Bank 66 9 12
15 International Moscow Bank 46 1 4
16 Drezdner Bank 41 2 5
17 Sberbank 40 6 7
18 ING Bank 39 1 4
19-21 Industry & Construction Bank 35 2 4
19-21 Renaissance Capital Group 35 2 5
19-21 Gazprombank 35 2 2

Source: Cbondss

Rank Name Underwriter's
quota, $ mln

Number of
issuers

Number of
issues 



I N V E S T M E N T  B A N K I N G 5 3

the rational evaluation of these factors that allows for a successful
bond issue.
One of the main elements of organizing a bond issue is choosing the
issuer in whose name the debt will be placed and the underwriter. It
is common knowledge that many businesses in Russia are organ-
ized as groups of companies. In this instance, REGION’s specialists,
who have significant experience and high qualifications, help to
determine the company within the Group able to attract the required
financial resources.
If necessary, the REGION Group can help to create a special compa-
ny to act as the issuer, in accordance with all legal standards (gen-
erally referred to as an SPV). In this case, we will ensure compliance
with all the requirements of existing legislation and current prac-
tices for attracting funds through the use of such schemes. This
allows for the development of a high chance for success in the
organization of a bond issue. In defining the term of and returns on
the debt, REGION operates on the principle of combining the inter-
ests of debt issuers with those of investors.
During the preliminary stage, REGION Group actively confers with
auditors, representatives of the exchange where the placement will
occur, as well as with depositories, agreeing with them on the struc-
ture and method of the placement. Active contact with the repre-
sentatives of infrastructure organizations allows for the avoidance
of problems during the preparation for the placement of the issue
and for clearing the process of certification for trade in the shortest
possible time.
The main parameters for the issue are reflected in the securities
prospectus and the decision of issue document, which REGION
Financial Consulting prepares in accordance with the current
requirement of legislation. After receiving state registration, we
issue an information memorandum for the issue, which acts as the

main marketing tool for the bonds. This includes complete informa-
tion about the company’s activities, plans and prospects, and
reflects the financial condition of the issuer.
With a wide client base and partner relationships with a large num-
ber of banks and investment companies, REGION works not only
within a developed system of industry contacts, but also works with
a large list of retail investors that further aid in the success of the
issue and the creation of liquidity on the secondary market.
In 2005, the company served as the organizer, underwriter or co-
underwriter for bond issues worth almost $364.0 million. This
allowed REGION to occupy 12th place on the consolidated ratings for
underwriters of fund issues on the internal market according to
information compiled by the Cbonds agency (in 2005 we were in 15th
place) and 13th place among underwriters of municipal bonds (a
year earlier we were in 10th place).
Last year the Group also attracted financial resources for firms and
banks through the issuing of promissory notes worth almost $194.3
million ($35 million more than in the previous year), which was the
highest volume among brokers (underwriters) for promissory note
issues in 2005.
Further activities in the introduction of securities attractive to
investors remains one of out main priorities.
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REGION Group participation 
in corporate bond 
issues in 2005 
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REGION Group participation 
in promissory notes 
programs in 2005 



General Director
REGION Depository Company

Anna ZAITSEVA

Anna Zaitseva was born on Feb. 5, 1976. She is a graduate of the Moscow
Engineering Physics Institute (Technical University). Zaitseva has been
working on the Russian financial market since 1997. She joined REGION
in 2000 as the head of the depository of REGION Investment Company.
After depository operations were split off into a separate business sub-
unit in 2002 she was named deputy director of REGION Depository
Company. She became general director in February, 2006.
She holds series 3.0 (clearing and/or depository operations) and 6.0 (spe-
cial depository activities with mutual funds and non-state pension funds)
certifications from the FFMS.

Mortgage
(From the greek hypotheke – deposit, plege) – the pledge of real estate prop-
erty, and land in particular, in order to obtain loans in the form of so-called
mortgage credit. The term is also used to describe the mortgage deed and the
mortgage loan. In terms of the distribution of revenue associated with agricul-
ture, mortgage is the sale of all or part of land rents in the form of interest on
mortgage credit.
This represents the economic essence of a land pledge as well as any real
estate generating rent (for example, the pledge of leased residential property).
Mortgage is widely used in contemporary capitalist economies, particularly in
agriculture, and has been responsible for the significant development of the
credit business. The mortgage market is most developed in the United States,
Canada, Great Britain, France, Switzerland, etc. In socialist countries, land
can not be bought, sold or used as a security, so mortgages do not exist.

The Great Soviet Encyclopedia
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The dynamic development of new financial instruments (mortgage
debt and mutual funds) in Russia has provided a push to the devel-
opment of market infrastructure, including depository activities.
Given this, the strategy of REGION Group includes maintaining a
balance between the rendering of what have been for us traditional
services for the accounting and storage of emitted and non-emitted
securities and the development and expansion of our activities in the
special depository area, providing services for mortgage programs,
mutual funds and non-state pension funds.
The federal law No. 152 "About Mortgage Securities", passed in
November 2003, gave the green light to full-scale refinancing of
mortgages. Given the prospects and social importance of this line of
business we decided to concentrate the activities of our special
depository here. The history of our depository’s work with mort-
gages began in 2003 and it is one of the largest and earliest on the
market.
Prior to the passing of the new law, the basic method for refinanc-
ing was (and remains today, given that not a single mortgage secu-
rity has been issued in accordance with the new law) credits from
international financial organizations and the largest investment
banks on the security of a bond or mortgage dossier on the account
of the creditor. REGION works in these projects as representative
custodian responsible for the storage of the mortgage dossier and
monitoring of the entire pool and of each individual dossier for com-
pliance with the stipulations of the credit agreement. The use of the
refinancing services of the depository within the present scheme
significantly lowers the risks for the refinancing organization, trans-
ferring monitoring functions to a third, disinterested party acting as
the guarantor of the measures set out in the credit agreement. This
scheme, considering the significant difference in dollar rates in
Russia and on international markets, will continue to be of interest

over the long term, drawing as customers many banks as the organ-
izers of mortgage programs.
In 2005 the ranks of our clientele were enlarged by leasing compa-
nies, which also receive refinancing credits on the pledge of leasing
agreements. Within this scheme the REGION Depository Company
works as the authorized custodian.
In 2005, the volume of documents handed over as security grew by
70 percent and reached about $119 million.
The special depository also provides depository services for Russia’s
first mortgage fund – YUGRA Mortgage Fund, a REIT.
The special depository plays a similar role in the process of issuing
and circulation of securities as a link between issuers, investors and
federal bodies regulating activities in the securities market. Special
depositories carry the register covering mortgages, providing
accounting and storage of aggregate mortgages, and oversee the
activities of bond issuers with mortgage coverage or the manage-
ment of mortgage coverage. Besides this, it informs the issuer
about the condition of mortgage coverage and the regulator about
any violations. In the event that the investor has the right to call on
bonds early that are covered by a mortgage, the depository must
notify the investor about events that bring this right into play.
Together with the provision of mortgage programs, REGION
Depository Company’s special depository also offered more tradi-
tional services, carrying out monitoring functions for four mutual
funds. A year ago this number was two. The continued increase of
the number of mutual funds for which we provide service and work
with issues of mortgage securities coming into circulation is in our
plans for 2006.
At the end of 2005, about 600 depositors, among which were 83
banks and 28 insurance companies, were capitalizing on the servic-
es of the depository. Over the past year the number of our clients
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grew by almost 20 percent. Our broad spectrum of depositors, with
a prevalence of financial institutions, allows for the organization of a
variety of projects with the aid of our depository infrastructure –
providing credit backed by securities contained in our depository,
trustworthy management of securities, the execution of transac-
tions with third parties and much more.
The structure of the securities listed in our depository or for which
we have accepted storage responsibility has become more diversi-
fied. The depository keeps stock and stores emissive (corporate and
municipal bonds, shares), as well as non-emissive (promissory
notes, depository certificates, shares, mortgages, etc.) securities
and services operations with them.
The structure of its depository activities speaks to the diversification
of the activities of the depository and its ability to provide quality
service for different types of securities. We provide the ability to
carry out operations on stock exchanges (MICEX, RTS, St.
Petersburg Exchange) as well as on the over-the-counter market,
the storage and disbursement of securities, transfers to DEPO
accounts, collateral guarantees and much more. We handle pay-
ments within the depository or on the accounts of holders of nomi-
nal accounts in the depository, including the National Depository
Center and the Depository Clearing Company.
At the end of the year 430 securities emissions were being serviced
by our depository, among them 335 of shares, 89 of bonds and 6 of
mutual funds. We are responsible for the care of the promissory
notes of 216 issuers. The total value of securities under our care
rose above $521.2 million (promissory notes – $313.0 million; bonds
– $55.6 million; shares, including in mutual funds – $35.0 million;
and securities documents – more than $104.0 million). In order to
lower labor intensiveness and increase liquidity in promissory note
operations, REGION Depository Company has signed domiciling

agreements with a number of promissory note issuers. In conjunc-
tion with these, the depository acts as the payment agency in their
name, meaning that it accepts promissory notes for payment,
checks their validity, issuing specifics, chain of endorsements, the
absence of charges, etc. Besides this, a number of domiciling
agreements include the verification of promissory notes and the
issuance of documents during their term of circulation recording the
fact that they have been issued and carry no outstanding charges.
The acceptance of promissory notes for payment is carried out when
the depository receives the necessary funds from the issuer, to
which the depository note documents are then returned.
Of particular interest are domiciling services for large regional
banks and companies that want to broaden their scope for promis-
sory note programs and want to move into the Moscow market. In
such cases, there is no need for them to open up a representative
office in the capital to monitor, accept and pay off on promissory
notes. All they have to do is sign a domiciling agreement with us.
In all, we have signed more than 20 domiciling agreements, as a
result of which have been cancelled promissory notes worth over
$243.2 million, or 20 percent above the figure for 2004.
The offering of "classical" depository services, just as in previous
years, has been guided by raising the quality of services provided
and decreasing risks. Evidence that we have chosen the proper path
is provided by the fact that REGION Depository Company once again
received the maximum rating for dependability – AAA (very high
dependability) from the Infrastructure Institute, a fund for the devel-
opment of financial studies (INFI), prepared together with the
Professional Association of Registrars, Transfer Agents and
Depositors (PARTAD) according to results from the first half of 2005.



Director of Research and Information
REGION Group

Anatoly KHODOROVSKY
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Anatoly Khodorovsky was born on March 30, 1963. He is a graduate of
the Dneprpetrovsk Railway Engineering Institute.
From 1987 to 1995 Khodorovsky worked as an economist and chief
accountant in construction and financial organizations in the Tyumen
Region. Khodorovsky headed the revision commission for a commer-
cial bank representing the Khanty-Mansiisk Autonomous District
Property Management Committee. From 1995 to 1998 he was the
executive director of the SINT investment group in Moscow. He head-
ed consultation programs in the Gas and Energy sector. From 1999 to
2001, he worked as a correspondent, then deputy editor, and then edi-
tor of the Politics and Economics section of the business newspaper
Vedomosti. From 2001 to 2004 he was the editor of Investor and the
deputy editor of Russky Focus magazine. Khodorovsky has worked as
director of the research and information department at the REGION
Group since March 2004.

Information
(From the Latin information – elucidation, exposition) originally, a data
transferred from one person to any other in a spoken, written or some other
form (for example, with the use of signals, mechanical equipment, etc.), as
well as the process of transmitting or receiving this data.

The Great Soviet Encyclopedia
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In the contemporary world the role of information has grown sig-
nificantly not only in society and personal life, but also in the level
of effectiveness of business. In some sectors of the economy its
share is as high as 40 percent. This is absolutely the case in the
financial market, where the transparency and openness of a com-
pany have come to play a vital role.
REGION Group’s information policy is founded on three basic prin-
ciples: transparency, timeliness and objectivity. In the form of an
integrated approach we carry out three main areas of activities:
information security, research and co-operation with the media.
The main goal of information policy, as first identified in 2004, is
the provision to our present and potential clients, as well as, offi-
cial bodies, up-to-date objective information about the nature,
scope of activity and potential of the Group. We consider our ulti-
mate goal to be the support of REGION’s image as the largest and
most dependable investment group succeeding on the basis of a
strong team of professionals.
The collection of mass media outlets with which we have close
cooperation has become significantly broader. We feel that the role
we play in cooperation with the media helps provide the opinions
and knowledge of our professional and competent staff to the
interested public. Senior management and specialists with the
Group’s companies regularly comment on the chief events in the
Russian economy and financial market in a number of business
periodicals, newspapers and information agencies. Included here
are newspapers like Vedomosti, Kommersant, Business, Vremya
Novostei, Gazeta and Izvestia; the magazines: Profil, Finance,
Dengi, Kompania and Secret firmy; as well as the Interfax, Prime-

Results of VIII Contest for Annual Reports
and Corporate Websites. Annual Reports

1 REGION Group 9,18 8,00 8,59

2 Depository Clearing Company 8,45 7,64 8,05
3 Norilsk Nickel 7,45 8,64 8,05
4 Lenenergo 7,82 7,93 7,88
5 Mosenergo 7,27 8,36 7,82
6 Khabarovskenergo 7,20 8,40 7,80
7 Power Machines 7,11 8,42 7,76
8 Moscow city telephone network 7,55 7,73 7,64
9 UTAir 8,55 6,70 7,63
10 Komienergo 6,55 8,52 7,53
11 Permenergo 6,60 8,35 7,48
12 Registrar ROST 7,70 7,20 7,45
13 Dalsvyaz 7,38 7,31 7,34
14 North-West Telecom 7,09 7,48 7,28
15 Aeroflot 6,92 7,50 7,21
16 Rostelecom 8,67 5,75 7,21
17 LUKOIL 7,17 7,23 7,20
18 Southern Telecommunications Company 6,46 7,92 7,19
19 Vozrozhdenie bank 6,95 7,36 7,16
20 Stavropolskaya GRES 7,00 7,25 7,13
21 Tatneft 7,32 6,77 7,05
22 Kuzbassenergo 6,18 7,86 7,02
23 RAO UES 7,64 6,30 6,97
24 Gazrpom 7,08 6,79 6,94
25 Chitaenergo 6,45 7,41 6,93

Rank Name Concept Disclosure of
information

Total
Mark for
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TASS, RBC and AK&M information agencies. Commentary from our
staff regularly appear in these and other outlets.
Great attention is focused on opinion pieces and articles about
subjects of current interest by specialists from the Group, which
appear regularly in the Securities Market and NAUFOR Herald
magazines. The level of information openness and transparency on
the part of the Group has been raised noticeably in recent years.
The Group’s 2003 annual report was chosen as the best among
financial organizations at the annual competition for annual
reports from issuers and financial institutions organized by the
RTS stock market and Securities Market magazine.
In the latest competition, our 2004 annual report was judged
absolute best among those of 84 of Russia’s biggest securities
issuers and financial companies.
2005 saw a radical renovation of the Group’s Internet site. The
changes applied not only to design and navigation, but also to its
structure and component parts. The basic idea for the site
(www.region.ru) is the slogan "REGION – your personal office on
the financial market." We are not only offering more information
about the Group’s activities and business, but have also done much
to ensure that the site is practical and useful for those who work
on financial markets. Most of all, this resource is aimed at our
clients, contractors and partners. We are thrilled that at the 8th
annual competition for annual reports and corporate sites our new
creation finished second in the design and navigation category and
third in the category for highest level of open information for
clients. The second award was a particular honor for us, as it is
evidence that we have realized the idea that formed the basis for
the renovation of the site.

Results of the VIII Contest for Annual Reports
and Corporate Websites.  Corporate Websites: Design & Navigation

1 LUKOIL 8,78
2 REGION Group 8,36

3 Alfa-bank 8,09
4 Norilsk Nickel 7,89
5 Sibneft 7,89
6 Mosenergo 7,67
7 Dalsvyaz 7,67
8 Pharmacy chain 36.6 7,56
9 Rostelecom 7,33
10 Irkutskenergo 7,33
11 Southern Telecommunications Company 7,22
12 RAO UES 7,22
13 Aeroflot 7,22
14 Petrocommerce bank 7,18
15 Nizhnovenergo 7,11
16 Udmurtenergo 7,11
17 UTAir 7,11
18 North-West Telecom 7,11
19 IRKUT 7,11
20 Russ-Invest 7,09
21 FESCO 7,00
22 KAMAZ 7,00
23 Kostromskaya GRES 7,00
24 Gazprom 7,00
25 Belgorodenergo 6,89

Rank Name Mark
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Our work on perfecting our Internet presence is ongoing and we
will continue to strive to make our site a more convenient and
functional "office" for those working on financial markets.
In 2005, the REGION Group celebrated its 10th anniversary. For this
jubilee we published a book outlining our history, "REGION: 10
Years On." As a motif for the publication we chose the work of
Alexandre Dumas. We chose to illustrate the themes associated
with this great French writer with the help of REGION’s most
important asset – our children, who not only talked about them-
selves, but also about the place where their parents work. In the
book, the electronic version of which you can find on our web site,
each year in the history of the Group is devoted to a particular cor-
porate division.
The information policy of the Group will continue to be based on
the same three basic successful principals of transparency, time-
liness and objectivity.

Results of the VIII Contest for Annual Reports and Corporate
Websites. Corporate Websites: Disclosure of information to clients

1 Alfa-bank 8,27
2 Petrocommerce bank 8,00
3 REGION Group 7,91
4 Vozrozhdenie bank 7,80
5 Russ-Invest 7,45
6 Renaissance Capital 7,20
7 Zerich Asset Management 7,20
8 Zerich Capital Management 6,90
9 Solid 6,82
10 Depository Clearing Company 6,50
11 M-Alliance 5,50

Rank Name Mark
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Licenses held by REGION Group companies

REGION Brokerage Company
-License for brokerage activities on securities markets No. 077-
08969-1000000, issued by the Russian Federation FFMS on Feb. 28,
2006. No expiry date.
-Market broker’s license for futures and options transactions in
stock market trade RF No. 814, issued by the Commission for
Commodities Exchanges of the Russian Federation FFMS on Feb. 27,
2006. Valid through Feb. 26, 2009.
-License for dealer activities on securities markets No. 077-08450-
0100000, issued by the Russian Federation FFMS on May 17, 2005.
Valid through 17 May, 2008.

REGION Depository Company
-License for depository activities on the securities market (order of
the Russian Federation FFMS, 06-667/pz-I, on April 4, 2006). No
expiry date.
-License for special depository activities for investment funds,
mutual funds and non-state pension funds No. 22-000-0-00057,
issued by the Russian Federation FFMS on May 12, 2004. Valid
through May 12, 2009.

REGION Asset Management
-License for management activities for mutual funds and non-
state pension funds No. 21-000-1-00064, issued by the Russian
Federation FFMS on May 22, 2002. Valid through May 22, 2007.
-License for securities management on securities markets No.
077-08618-001000, issued by the Russian Federation FFMS on
Sept. 20, 2005.

REGION Financial Consulting
-License for the brokerage activities on securities markets No.
077-06848-100000, issued by the Russian Federation FFMS on July
15, 2003. Valid through July 15, 2006.

REGION Development
-License for management of investment funds, mutual funds and
non-state pension funds No. 21-000-1-00125, issued by the
Russian Federation FFMS on Aug. 19, 2003. Valid through Aug. 19,
2008.



Contacts

www.region.ru

Chairman of the Board of Directors
REGION Group

Anatoly Alexandrovich Goncharov
Tel.: (495) 730-0333, ext. 1320

Member of the Board of Directors
CEO
REGION Group

Alexander Adamovich Rudik
Tel.: (495) 777-2964, ext. 479

Member of Adminisrative Board
CFO
REGION Group

Marina Viktorovna Voronkova
mvoronkova@region.ru
Tel.: (495) 777-2964, ext. 201

Member of Adminisrative Board
Human Resources Director 
REGION Group

Ekaterina Anatolievna Kovalenko
kovalenko@region.ru
Tel.: (495) 777-2964, ext. 408

Member of the Board of Directors,
Member of Adminisrative Board
REGION Group
General Director
REGION Investment Company

Sergei Nikolayevich Sudarikov
Tel.: (495) 777-2964, ext. 452

Member of Adminisrative Board
REGION Group
General Director
REGION Asset Management

Andrei Yevgenyevich Zhuikov
andrey@region.ru
Tel.: (495) 777-2964, ext. 300, 110, 119

General Director
REGION Brokerage Company

Alexei Alexandrovich Kuznetsov
kusnetsov@region.ru
Tel.: (495) 777-2964, ext. 302, 307

General Director
REGION Depository Company

Anna Alexandrovna Zaitseva
anna_zaitseva@region.ru
Tel.: (495) 777-2964, ext. 313

General Director
REGION Development

Valentina Mikhailovna Volkova
vvolkova@region.ru
Tel.: (495) 777-2964, ext. 124

Director of Research and Information
REGION Group

Anatoly Matveyevich Khodorovsky
khodorovsky@region.ru
Tel.: (495) 777-2964, ext. 538

REGION Group
Tel.: (495) 777-2964
Fax: (495) 975-2448
www.region.ru




