1T

2\ 06003722
e OMB APPROVAL

SECURITIES AND EXCHANGE COMMISSION OMB Number: 3235-0123
Washington, D.C. 20549 ‘ } Expires: January 31, 2007

Estimated average burden
ANNUAL AUDITED REPORT hours perresponse.. .. .. 12.00
FORM X-17A-5 SEC FILE NUMBER

PART 111 8- 066742

: FACING PAGE &7 B
Information Required of Brokers and Dealers Pursuant to Section 17 of th/{(c’g}?/n;r‘,m\n:r’i?“%g
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder =

FEB 24 2006

REPORT FOR THE PERIOD BEGINNING 01/01/05 AND ENDING  12/3},
MM/DD/YY MM?b‘Q@;X\ S
A. REGISTRANT IDENTIFICATION ‘%—Q\“y%“’
R
NAME OF BROKER-DEALER: ANQVEST FINANCIAL SERVICES, INC. OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

3225 Shallowford Road, Suite 220

(No. and Street)

Marietta Georgia 30062
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
~Tom Bafas . (770) 971-7117

(Area Code - Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Ariail, Catrakilis & Company, P.C.

(Name - if individual, state last, first, middle name)

3175 Satellite Blvd., Blde. 600, Suite 160, Duluth Georgia 30096
(Address) (City) (State) (z.'é éoéb
CHECK ONE: PROC
[ Certified Public Accountant APR 1 72005
‘ [J Public Accountant THOMSC?A‘\\{ (\
[0 Accountant not resident in United States or any of its possessions. F‘NAN

FOR OFFICIAL USE ONLY

-\
*Claims for exemption from the requirement that the annual report be covgredVy the opinidn of an hdegendent public accountant
must be supported by a statement of facts and circumstances relied on as thg baxis,fyr t&x{ emption ction 240.17a-5(e)(2)

Potential persons who are to respond to the coliectio \f
information contained in this form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.




OATH OR AFFIRMATION

I, Athanasios N. Bafas , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
ANOVEST FINANCIAL SERVICES, INC. , as

of _ December 31 ,20 05, are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None — N/A
o,
s\\\“\ WA JAC /\'g\”"'
$ ....uno..... (o) 'o"’
5: :g%QQUNT}‘/@%.‘¢ ,':
RS 5‘; > i President
3 3 Myg ] H .
IRy P R Ui
‘o"’ O ....'00..00"... 5
%\- "b, ):qg e\,\0 ‘i
V Notdry Public %, Y PU o
pUTTTI L

This report ** contains (check all applicable boxes):
Xl (a) Facing Page.
[x] (b) Statement of Financial Condition.
& (c) Statement of Income (Loss).
&l (d) Statement of Changes in Financial Condition. _
d (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
[] (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
& (g) Computation of Net Capital.
- [ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
Xl (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
&l () AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudited Statements.of Financial Condition with respect to methods of
consolidation. :
& (1) An Oath or Affirmation.
(] (m) A copy of the SIPC Supplemental Report.
0O (n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ARIAIL, CATRAKILIS & COMPANY, P.C. 3175 Satelite Boulevard » Building 600, Suite 160 « Duluth, GA 30096
CERTIFIED PUBLIC ACCOUNTANTS Tel. 770-495-9077 « Fax 770-495-9013

Independent Auditor's Report

Board of Directors
Anovest Financial Services, Inc.:

We have audited the accompanying statement of financial condition of Anovest Financial-
Services, Inc. (the Company) as of December 31, 2005, and the related statements of income,
changes in stockholders’ equity, and cash flows for the year then ended that you are filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements
are the responsibility of the company’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes consideration of internal control over the financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly we do not express such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and the disclosures in financial statements,
assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above, present fairly, in all material respects,
the financial position of Anovest Financial Services, Inc. at December 31, 2005, and the results of
its operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

At Ll # Wey o

Ariail, Catrakilis & Company, P.C.
Duluth, Georgia
February 20, 2006

Member: AICPA www.cpaofgeorgia.com Member: GSCPA



Anovest Financial Services, Inc
Statement of Financial Condition
December 31, 2005

ASSETS

Cash
Receivable from broker-dealers and clearing organizations (Note 4)
Prepaid Expenses

Other Assets
Deposits
Deferred tax asset (Note 2(e))

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES

Income Tax Payable (Note 2(e}))
Accounts Payable, accrued expenses and other liabilities ( Note 5)

STOCKHOLDERS' EQUITY

Common Stock, $1 par value, authorized 600 shares, issued
600 shares

Additional Paid-in Capital (Note 9)

Retained Earnings
Total

The accompanying notes are an integral part of these financial statements

7,337
36,119
837

95
640

735

45,028

855
27,215

28,070

600

15,532
826

16,958

45,028




Anovest Financial Services, Inc
Statement of Income
For the Year Ended December 31, 2005

Revenues (Note 2(b) & 2(c))

Commissions
Interest and Dividends
Other Revenue

Expenses

Employee compensation and Benefits
Occupancy Fees

Other Expenses

Floor brokerage, exchange and clearance fees

Income before income taxes

Provision for Income taxes, including deferred taxes of
$1108 (Note 2(e) & 7)

Net Income

The accompanying notes are an integral part of these financial statements

106,528
383
8,423

115,334

49,348

4,244
22,688
29,706

105,986

9,348

1,963

7,385
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Anovest Financial Services, Inc
Statement of Cash flows
For the Year Ended December 31, 2005

Cash flows from operating activities:
Net Income
Adjustments to reconcile net income to net cash used in operating activities:

Deferred Taxes
Tax paid in current year - recorded as a prior year adjustment

(Increase) decrease in operating assets:
Receivable from broker-dealers and clearing organizations
Prepaid Expenses
Deposits

Increase (decrease) in operating liabilities

Income Tax Payable
Accounts Payable, accrued expenses and other liabilities

Total adjustments

Net cash provided (used) by operating activities

Cash flows from financing Activities

Proceeds from issuance of Common Stock
Capital Withdrawal - Reduction of Share Premium Account
Net Cash used in financing activities

Decrease in Cash
Cash at beginning of year

Cash at end of year

Supplemental cash flow disclosures
Income Tax Payments

The accompanying notes are an integral part of these financial statements

$ 7,385
1,108
(5)
(36,119)
(837)
(95)
855
27,215

(7,878)

$ (493
6,077
(25,000)

$ (18,923)

(19,416)

26,753

$ 7,337

$ 5



Anovest Financial Services, Inc
December 31, 2005
Notes to Financial Statements

Note 1 - Organization and Nature of Business

Anvoest Financial Services, Inc is a broker-dealer registered with the Securities and Exchange Commission (SEC) and is a member of
the Nationa! Association of Securities Dealers (NASD). All securities transactions are execuled in terms of a fully disclosed
correspondent/clearing agreement whereby clients of Anovest Financial Services, Inc ("Intreducing Firm") are introduced to Sterne,
Agee & Leach, Inc ("Clearing Firm") on a fully disclosed basis.

NOTE 2 - Summary of Significant Accounting Policies

a Basis of Presentation

The company is a Georgia Corporation that is engaged in a single line of business as a securities broker-dealer, which comprises
several classes of services, including principal transactions and agency transactions.

b  Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they had settled. Profit and loss arising
from all securities transactions entered into for the account and risk of the company are recorded on a trade date basis. Customers'
securities transactions are reported on a settlement date basis with related commission income and expenses reported on a trade date
basis.

Amounts receivable and payable for securities transactions that have not reached their contractual settlement date are recorded net on
the statement of financial condition

Marketable securities are valued at market value, securities not readily marketable are valued at fair market value as determined by
management.

c. Commissions

Commissions and related clearing expenses are reported on a settlement date basis as securities transactions occur.

d. Qrganization Costs

For financial statement purposes organization costs are expensed as incurred. For tax purposes organization costs are recorded at
cost and amortized over five years.

e. Income Taxes

The amount of current and deferred income taxes payable or refundable is recognized as of the date of the financial statements,
utilizing currently enacted tax faws and rates. Deferred tax expenses or benefits are recognized in the financial statements for the
changes in deferred tax liabilities or assets between years.

For income tax reporting, Anovest Financial Services, Inc uses accounting methods that recognize revenue and expenses in reporting
periods different to the recognition for GAAP purposes. Also, for income tax purposes, organization costs are capitalized, for financial
statement purposes organization expenses are expensed in the period they are incurred. Deferred income taxes have been recorded for
the differences, which will be taxable or deductible in future periods.

f. Concentration of Credit Risk

The company is engaged in various trading and brokerage activities in which counterparties primarily include broker-dealers and
clearing organizations. In the event counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk of
default depends on the creditworthiness of the counterparty. it is the Company's policy to review, as necessary, the credit standing of
each counterparty.

g. Cash and Cash Equivalents

For Purposes of the statement of cash flows, the Company considers any highly liquid investment instruments, with a maturity of six
months or less to be cash equivalents.
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Anovest Financial Services, Inc
December 31, 2005
Notes to Financial Statements

Indemnifications

In the normal course of its business, the Company indemnifies and guarantees certain service providers, such as clearing agents and
custody agents, trustees and administrators, against specified potential losses in connection with their acting as agent of, or providing
services to, the Company. The Company also indemnifies some clients against potential losses incurred in the event specified third-
party service providers, including sub custodians and third-party brokers, improperly execute transactions. The maximum potential
exposure of future payments the Company could be required to make under these indemnifications cannot be estimated. However, the
company believes it is unlikely it will have to make material payments under these arrangements and has not recorded any contingent
liability in the financial statements for these indemnifications.

The Company provides representations and warranties to counterparts in connection with a variety of commercial transactions and
occasionally may be required to indemnify them against potential losses caused by the breach of those representations and warranties.
The company may also provide standard indemnifications to some counterparts to protect them in the event additional taxes are owed
or payments are withheld, due o a change in or adverse application of certain tax laws.

These indemnifications generally are standard contractual terms and are entered into in the normal course of business. The maximum
potential exposure of future payments the Company could be required to make under these indemnifications cannot be estimated.
However, the company believes it is unlikely it will have to make material payments under these arrangements and has not recorded
any contingent liability in the financial statements for these indemnifications.

Note 3 - Related Party Transactions

Anovest Financial Services, Inc entered into an expense agreement with Athanasios N. Bafas and Lois A. Bafas on March 23, 2005
which was subsequently amended on November 1, 2005

In terms of the expense agreement Anovest uses office space, furnishings and equipment which is owned by Athanasios N. Bafas and
Lois A. Bafas '

Athanasios N. Bafas and Lois A Bafas agree to pay, either perscnally or through affitiates, the following items on behalf of Anovest and
at no cost {other than amount mentioned below) to Anovest:

Equipment, furnishings, and fixtures

Employee and personnel costs, such as secretarial and clerical

Electrical service, water service, heating, ventilation and cooling services, and all other utilities
Telephone and Internet access services

Insurance, other than fidelity and bonding required by securities regulations

Travel and entertainment expenses incurred by Owners in the conduct of the business.

Anovest Financial Services, Inc will record a monthly overhead expense of $854.00 per month.
Athanasios N. Bafas and Lois A. Bafas have agreed that the $854.00 will be recorded as
additional paid-In capital.

The company has an affiliate Anovest Investment Advisors, Inc. Both companies have common ownership and management. Anovest
Investment Advisors, Inc only performs investment advisory activities. For 2005 there were no transactions between the two entities.

Note 4 - Receivable From Broker-Dealers and Clearing Organizations

Amounts receivable from and payable to broker-dealers and clearing organizations at December 31, 2005, consist of the following

Receivable
Fees and commissions receivable/payable $20,888
Clearing Deposit Account 15,022
Other 209
$36,119

Anovest Financial Services, Inc clears all of its proprietary and customer transactions through another broker-dealer on a fully disclosed
basis. The amount payable to the clearing broker relates to the above mentioned transactions and is secured by a cash security
deposit that is owned by Anovest Financial Services, lnc

In terms of the fully disclosed correspondent/clearing agreement with Sterne, Agee & Leach, Inc dated March, 11 2005 Anovest is
required to deposit with the clearing firm a ¢cash security deposit of $15,000. Provided that Anovest Financial Services, Inc is not in
default of its obligations or liabilities to the clearing firm, clearing firm will return the above-mentioned security deposit within thirty (30}
days following termination of the fully disclosed correspondent/clearing agreement.



Anovest Financial Services, In¢
December 31, 2005
Notes to Financial Statements

In terms of the above-mentioned fully disclosed correspondent/clearing agreement amounts receivable by the company shall be paid by

the clearing firm once a month after deduction and/or offset of any amounts payable by the company to the clearing firm.

NOTE 5 - Accounts Payable, accrued expenses and other liabilities

At December 31, 2005, accounts payable are summarized as follows:

Outstanding Qutstanding Total
Less than More than Amounts
90 Days 90 Days Due
Accounts Payable 219 219
Accrued Expenses 20,846 20,846
Payroll Liability $ 6,150 - $ 6,150
- 3 27215 $ - $ 27,215
There are no claims and/or disputes involving the above payables.
Note 6 - Net Capital requirements
The company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall in the
first year of operations not exceed 8 to 1. At December 31, 2005 the company had net capital of $15,087, which is $10,087 in excess
of its required net capital of $5,000. The Company’s net capital ratio was 1.86 to 1.
Note 7 - income Taxes
The current and deferred portions of the income tax expense (benefit) is included in the statement
of income in accordance with FASB Statement No. 109, Accounting for income Taxes, are as
foliows:
Current Deferred Total
Federal $ 611 791§ 1,402
State 244 317 561
3 855 1,108 % 1,963
A reconciliation of the difference between the expected income tax expense or income computed
at the U.S statutory income tax rate and the company’s tax expense is as follows:
Expected income tax expense at U.S. statutory tax rate $ 1,402
Federal income tax expense $ 1,402
Note 8 - Prior Period Adjustment
In 2004 the company incurred start-up costs of $8,326. For 2004, $3,655 of these costs were
capitalized in terms of U.S Income tax accounting. In addition the company did not provide for
income taxes in terms of FASB 109. In order to correct opening retained earnings the following
entries were recorded:
Expense of start-up costs 3 3,655
Accounting for 2004 current income tax expense 5
Accounting for 2004 deferred tax benefit (1,748)
Total $ 1,912

Note 9 - Repayment of Capital

On October 17, 2005 the board of directors authorized the company to repay shareholders $25,000 of the additional paid-in capital.



ARIAIL, CATRAKILIS & COMPANY, P.C. 3175 Satelite Boulevard « Building 600, Suite 160 « Duluth, GA 30096
CERTIFIED PUBLIC ACCOUNTANTS Tel. 770-495-9077 * Fax 770-495-9013

Independent Auditor’s Report on Supplementary Information
Required by Rule 17a-5 of Securities and Exchange Commission

Board of Directors
Anovest Financial Services, Inc.

We have audited the accompanying financial statements of Anovest Financial Services,
Inc. as of and for the year ended December 31, 2005, and have issued our report thereon
dated February 20, 2006. Our audit was conducted for the purpose of forming an opinion
on the basic financial statements taken as a whole. The information contained in
Schedules [, 11, and III is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required
by rule 17a-5 under the Securities Exchange Act of 1934, Such information has been
subjected to auditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole

], bl 1 A

Ariail, Catrakilis & Company, P.C.
Duluth, Georgia
February 20, 2006

Member: AICPA www.cpaofgeorgia.com Member: GSCPA



Anovest Financial Services, Inc
Supplementary Information
Pursuant to Rule 17a-5 of the
Securities Exchange Act of 1934
As of December 31, 2005

The accompanying schedules are prepared in accordance with the requirements and general format of

FOCUS Form X-17a-5.

Schedule |
Anovest Financial Services, Inc

Computation of Net Capital Under Rule 15¢3-1 of the

Securities and Exchange Commission

Net Capital
Total Stockholder Equity
Deduct Stockholder equity not allowed for Net
Total stockholders' equity qualified for net capital

Add:
Subordinated borrowings allowable in computation of net capital

Total Capital and allowable subordinated borrowings
Deductions and/or charges
A. Non-allowable assets:

Prepaid Expenses
Other Assets

Net Capital before haircuts on securities positions
Haircuts on securities Positions:
Money Market Account

Net Capital

Aggregate Indebtedness

Items included in statement of financial condition:

Payable to brokers and dealers
Income tax payable

16,959

16,959

16,959

837
735

15,387

300

§ 15087

17,096
855



Other accounts payable and accrued expenses
Total aggregate indebtedness
Computation of basic net capital requirement
Minimum net capital required
Excess net capital

Ratio: Aggregate indebtedness to net capital

10,119

$ 28,070
$ 5,000
$ 10,087
186%

Reconciliation with company's computation {included in Part Il of Form X-17A-5) as of

December 31, 2005
Net capital, as reported in Company's Part I (unaudited) FOCUS report

Audit Adjustments to:
Accrued compensation
Expense of organization costs
Accounting income taxes
Adjustment to Non allowable Assets
Other
Net Adjustments

Net Capital as computed above

Schedule Il

Anovest Financial Services, Inc

$ 26,571

14,099
3,341
(3,255)
(2,705)

4

$ 11,484

$ 15,087

Computation for Determination of Reserve Requirements

Under Rule 15¢3-3 of the Securities and Exchange Commission

Anovest Financial Services, Inc has claimed an exemption from Rule 15¢3-3, as all customer
transactions are cleared through Sterne, Agee & Leach, Inc, another broker-dealer on a fully

disclosed basis.

Schedule lll
Anovest Financial Services, Inc

Information Relating to Possession or Control Requirements

Under Rule 15¢3-3 of the Securities and Exchange Commission

Anovest Financial Services, Inc has claimed an exemption from Rule 15¢3-3, as all customer
transactions are cleared through Sterne, Agee & Leach, Inc, another broker-dealer on a fully

disclosed basis.



ARIAIL, CATRAKILIS & COMPANY, P.C. 3175 Satelite Boulevard * Building 600, Suite 160 » Duluth, GA 30096
CERTIFIED PUBLIC ACCOUNTANTS Tel. 770-495-9077 « Fax 770-495-9013

Board of Directors
Anovest Financial Services, Inc.:

In planning and performing our audit of the financial statements and supplemental schedules of
Anovest Financial Services, Inc. (the company), for the year ended December 31, 2005, we have
considered its internal control, including control activities for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on internal control. :

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that we considered relevant to the objectives stated in rule 17a-
5(g) in making the periodic computations of the aggregate indebtedness (or aggregate debits)
and net capital under rule 17a-3(a){11) and for determining compliance with the exemptive
provisions of rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review
practices and procedures followed by the company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13. ,

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

3. Obtaining and maintaining physical possession and control of all fully paid or excess
margin securities of customer as required by Rule 15¢3-3.

The management of the company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute
assurance that the assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of the inherent limitations in internal control or practices and procedure referred to
above, error or fraud may occur and not be detected. Also projection of the evaluation of them to
future periods is subject to risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control would not necessarily disclose ali matters in internal
control that might be material weaknesses under the standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition which the design or
operation of one or more of the internal control components does not reduce to a relatively low
level of risk that misstatements caused by error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we

Member: AICPA www.cpaofgeorgia.com Member: GSCPA



noted no matters involving internal control, including control activities for safeguarding securities,
that we consider to be material weaknesses as defined above.

We understand that the practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that such
practices. and procedures that do not accomplish such objectives in all material respects indicate
a material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the company’s practices and procedures were adequate at December 31, 2005, to
meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, National Assaciation of Securities Dealers (NASD), and other regulatory agencies that
rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone other than
these specified parties.

G, Lot + py 5

Avriail, Catrakilis & Company, P.C.
Duluth, Georgia

February 20, 2006



