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1.
This report relates to the period from my appointment as Receiver of the trusts by the District Court of Nicosia until 5 January 2015.

2.
During this period I have engaged in preliminary reviews in order to verify the composition and whereabouts of the assets of the Trusts.  Part IV of my report sets out in chronological and in order summary format the notes from the meetings attended and the correspondence which I exchanged in relation to the work performed during this period.

3.
In accordance to the Court Order I have received from MSO Corporate Services Ltd, the company responsible for the bookkeeping of the Trusts, the accounting records of Trust 1, consisting of the general ledger maintained on the SAGE software system, and a number of records which include mainly bank statements, invoices from suppliers as well as unaudited financial statements (Appendix 4).  With regards to Trust 2 no accounting records were made available to me.

4.
I have requested from the Law Office of Mr. Polakis Sarris who manages Daventree Trustees Ltd, to hand over all the books and records which relate to the administration of the Trusts.  Although initially we have received confirmations (Appendix 6.3) that the records would have been delivered to our possession after they were sorted out, at a later meeting I had with Mr. Polakis Sarris on 30 May 2014, I received a negative response.  On 31 May 2014, I sent a new letter requesting the delivery of the relevant documents (Appendix 5.3).  It should be noted that the only documents that I have received in addition to the accounting records referred to in the above paragraph are the original Trust Deeds (Appendix 8 & 9).

5.
For the verification of the assets of the Trusts, I have carried out a preliminary review of the statements and other records which were delivered to me by MSO Corporate Services Ltd.  Based on those statements and the accompanied evidence, it appears that the items making up the assets of the Trust 1 at 31 December 2014 were as presented in paragraph 6 below.  It should be noted that the auditors, Grant Thornton, have not given their final approval to the Financial Statements.  From the initial meetings I had with the representatives of the auditors, it appears that the auditors have encountered significant difficulties in the verification process as well as other difficulties resulting from the litigations in progress.  The auditors also mentioned that they have already sent a letter whereby they confirm the difficulties they were facing in completing their audit.  It is my intention to contact again the representatives of Grant Thornton in order to determine in full the reasons that deterred them from completing their audit.

6.
Summary statement of assets as at 31 December 2014:

	
	United States Dollars

	
	“US$”

	
	

	Investments
	22.988.421

	Debtors
	1.823.199

	Cash and cash equivalents
	47.999.886

	
	72.811.506
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Mrs. Christina Sarris, a director of Daventree Trustees Ltd, confirmed to us that there were no significant changes in the composition of assets from 31 December 2014 until today (see note 4 of the relevant reply letter - Appendix 6.1).  Based on our review of the accounting books given to us, we observed that no significant entries were posted in the accounting books from 31 December 2013 until 25 May 2014, last day of postings before the delivery of the records to me.


In the following paragraphs, a more detailed analysis is presented for each of the above assets.

7.
Investments US$22.988.421

From the evidence that came to my possession, it appears that the composition of the above investments as at 31 December 2014 were as follows:

	Trustee
	Registered
	Type of
	Market value

	
	Owner
	Investment
	31.12.2014

	
	
	
	US$

	RBC Dominion
	
	
	

	  Securities Global Ltd,
	Daventree Trustees Ltd,
	Mutual
	

	  Cayman Islands
	  Belize City
	funds
	12.073.133

	
	
	
	

	
	
	
	

	Franklin Templeton
	Daventree Trustees Ltd,
	Mutual
	

	  Investments, Luxembourg
	  Nicosia
	funds
	10.915.288

	
	
	
	22.988.421

	
	
	
	



I have already notified in writing the above trustees to transfer the title of the above investments to my name in accordance with the provisions of the relevant Court Order (see relevant letters, Appendix 5.4.& 5.6).  Mrs. Christina Sarris clarified to us that Daventree Trustees Ltd, Belize refers to the Cyprus Company but with a correspondence address in Belize City (see note 5 of the relevant reply letter, Appendix 6.1).

8.
Debtors US$1.823.199

Evidence in my possession shows the following composition of debtors:

	
	
	

	
	Note
	US$

	Current account with
	
	

	  Daventree Resources Ltd, Belize
	(a)
	1.258.000

	
	
	

	Prepayments
	(b)
	536.590

	
	
	

	Various other amounts
	
	     28.608

	
	
	1.823.199

	
	
	


(a)
By reference to the question set to Mrs. Christina Sarris for that amount, I received the following response (see note 6 of the relevant reply letter, Appendix 6.1).
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“Daventree Resources Ltd, Belize is a wholly owned subsidiary of Daventree Trustees Ltd, for the Trust 2.  The debt of US$1.250.000 is part of a transaction which took place in May 2014 (approximately) in an effort to acquire a part of securities in RBC Mutual funds.  Due to freezing of the assets the whole of the transaction was not finalised”.


I have requested more details in order to understand how I can reclaim this receivable (see my letter, note 6 Appendix 5.7).

(b)
This amount includes US$500.000 which was paid on 25 May 2014 from “Tatra Bank”, Slovakia, where bank accounts are maintained in the name of Druha Strategicka.  This amount is described as “Retainer” to “Information Business Agents”.  From our preliminary review we have not identified any other conclusive evidence for this payment and intend to investigate further in the next stage of our review.

9.
Cash and cash equivalents US$47.999.886 (see Appendix 2)

The make up of the above amount as at 31 December 2014, in accordance with the books delivered to us is as follows:

	
	Note
	US$

	
	
	

	Druha – (“Bills of Exchange”)
	(a)
	22.007.674

	
	
	

	Raiffeisen Bank – Jaromir Bayer
	(b)
	20.134.995

	
	
	

	Various  bank accounts in the name of
	
	

	  Druha Strategicka AS, Slovakia
	(c)
	5.780.123

	
	
	

	RBC – Cayman Islands
	(d)
	57.542

	
	
	

	Bank of Cyprus, in the name of Christina Sarris
	(e)
	10.769

	
	
	

	Cash – Τ. Sevcik
	(f)
	       28.783

	
	
	48.019.886

	Less amount which was not recognised to the

  financial statements
	
	     (20.000)



	
	
	47.999.886

	
	
	



Notes:
(a) This amount appears in the general ledger and described as “DRUHA BILLS OF EXCHANGE”.  The entries in the general ledger started from 2002 and continued until 2014.  In particular we report the following entries as the most significant in this account:

	
	US$

	
	

	22/5/2003 VUB Bank (SKK)
	6.506.000

	22/1/2004 Tatra – Perex
	1.000.000

	17/2/2004 Tatra – Vahostav
	1.500.000

	7/7/2004  Tatra – ATAK
	7.000.000
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There are other entries with descriptions like:

	Tatra – Plastika
	

	Tatra – Finasist
	

	Unibank – Chemolak
	

	Unibank – Wigro
	



Following a telephone conversation I had with Mr. Polakis Sarris on 3 June 2014, in relation to the documentation of the above Bills of Exchange, he mentioned that the certificates are not in his possession and that he was not sure where they are kept.  He mentioned however that they may be with Tomas Sevcik.

(b) This amount is in the custody of the Chezck lawyer Jaromir Bayer.  I have already contacted him in writing, requesting the transfer of that account with Raiffeisen Bank (see my letter, Appendix 5.5) to my name.  This amount which bears interest, has its origin to an amount of US$20.000.000 which was recorded on 4 December 2002 as part of the initial funds of Trust 1.  The Trust records include bank statements (original and/or copies) which are in the name of the above lawyer.  In addition, the accounting records show that funds are being paid to the lawyer and are described as “management and custodian expenses” (Appendix 4 page 13).

(c)
Appendix 2 presents the banks which form part of this balance together with the relevant balances for each bank.  The banks are Vseobecna Uverova Banka, Postova Banka, Tatra Banka, Unibanka, Slovenska 
Sporitelna, CSOB. The information we have for these Banks is incomplete.  We have referred this to MSO Corporate Services Ltd but we were told that they do not hold any other information.

(d)
This account is in the name of Daventree Trustees Ltd with address in Belize.  I have already contacted them in writing in order to effect the relevant transfers (Appendix 5.4).

(e)
This consists of two accounts in the name of Christina Sarris (Appendix 2).  Funds upto US$71million (approximately) were initially transferred to these accounts.  We have applied to the bank (Appendix 5.1) and expect that the balances are transferred in a new account in my name.

(f) The financial statements (Appendix 4, page 6) show this amount to be in the ownership of Tomas Sevcik.

10.
The records that came in my possession and particularly the financial statements that were prepared by MSO Corporate Services Ltd as at 31 December 2014, show liabilities amounting to US$209.944 (Appendix 4).  These liabilities mainly represent the amounts due to the Trustee (Daventree Trustees Ltd) for its services for the months November and December.  These amounts do not appear to get settled in the subsequent period.
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11.
After deducting from the total assets of US$72.811.506 (see paragraph 6 above) the above liability of US$209.944 (paragraph 10), the net assets of the Trust 1 at 31 December 2014 amount to US$72.601.562 which from the statements given to us represent the non-distributable funds to the beneficiaries.

	
	Note
	US$

	
	
	

	Amounts approved for
	
	

	  distribution but still unpaid
	(a)
	5.981.183

	
	
	

	Amounts “not approved” yet for distribution
	(b)
	66.620.379

	
	
	72.601.562


(a)
Based on the records this amount is analysed as follows:

	
	US$

	
	

	“Druha Clearing account”
	2.343.177

	“AZ Prima Clearing account”
	3.556.643

	“Charity payments”
	284

	“Druha (cash) clearing account”
	     (18.921)

	
	  5.981.183

	
	


(b)
This amount can be analysed as follows:

	
	Note
	US$

	
	
	

	Initial funds injected into Trust 1
	(i)
	114.500.000

	Less: Distribution payments to beneficiaries
	(ii)
	(39.435.741)

	Less: The amount (a) above
	
	(5.981.183)

	Less: Net deficit from the day of incorporation


      until 31 December 2014
	(iii)
	(2.462.694)

	
	
	66.620.379

	
	
	


(i) From the general ledger this amount is analysed as follows:

	
	US$

	
	

	4/12/2002 “Cash received from HPH Cayman – BOC”
	41.035.794

	4/12/2002 “Cash received from HPH Cayman – Raiffeisen”
	20.126.440

	4/12/2002 “Cash received from HPH Cayman – VUB”
	17.555.059

	4/12/2002 “Cash received from HPH Cayman – Bostova”
	5.006.700

	4/12/2002 “Cash received from HPH Cayman – Ludova”
	6.824.283

	4/12/2002 “Cash received from HPH Cayman – Druha BOE”
	16.591.455

	11/1/2003 “Slovak Government Bonds”
	2.837.145

	22/1/2003 “Tranfer from Daventree Resources, Cy”
	     4.562.855

	
	114.539.731

	Less various other entries
	        (39.731)

	
	114.500.000
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(ii) From the records that were delivered to us, there are no analyses which 
relate to the beneficiaries that were paid.  We have only been provided with 
a statement prepared in “excel sheet” (Appendix 3) that makes no 
reference to the beneficiary’s names.  It rather seems to reconcile the 
amounts paid 
to the general ledger. In a telephone conversation with Katy 
Stewart of MSO Corporate Services Ltd, I asked her 
whether she was in 
possession of the application forms that should be completed before 
effecting the payments. We received a negative answer. We shall 
communicate with Daventree Trustees Ltd in writing in order to 
hand over to us the relevant application forms from the beneficiaries which 
constitute part of the records that should have been deliverred to us.

(iii)
From the statements that were prepared (Appendix 4 and Appendix 4.1) 
the deficit is analysed as follows:

	
	
	US$

	
	
	

	Interest
	
	924.145

	Income from investments
	
	

	  (dividend, increase in fair value)
	
	2.082.716

	
	
	3.006.861

	Less:
	
	

	  Trustee fees
	(2.516.044)
	

	  Trust administration expenses
	(968.248)
	

	  Management and custodian expenses
	(762.552)
	

	  Other professional fees
	(1.117.346)
	

	  Other expenses
	     (105.365)
	 (5.469.555)

	Net deficit
	
	 (2.462.694)

	
	
	


The above results relate to the period from the date of incorporation of the Trust until 31 December 2014 and extracted from aggregating of the relevant amounts in the statements of 2002, 2003 and 2004.  We have not yet reviewed in more detail the documentation delivered to us in order to determine whether these are supported by documentary evidence.  We also note that the majority of administration expenses as well as the management and custodian expenses are paid to the following persons or/and companies:

HBS, Daventree Resources Limited (Prague), Druha Strategicka and J Bayer.

From the records that came to our possession there are no agreements that cover the above services.

We also bring to your attention an amount of approximately US$880.000 which was paid to Oktopus Spol s.r.l. and is included in the professional fees.

We have located from the records the invoice which was deposited by the relevant company but we were unable to determine the nature of the service provided, as the invoice is in the Chezck language.  Mrs. Katy Stewart from MSO Corporate Services Ltd stated to us that this amount was paid as fees for the release of an amount deposited in a Bank that was under liquidation.

