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RMG Holding Limited 
Risk Management Objectives & Policies Disclosures  
for the year ended 31 December 2017 
 
Introduction 
 
RMG Holding Limited (the “Company”) obtained its license as an Investment Firm regulated by the 
Cyprus Securities and Exchange Commission under license no. 027/04 on 1 June 2004. 
 
This report is prepared as required by Section 4, paragraph 32(1) of Part II of the Directive DI144-2014-
14 of the Cyprus Securities and Exchange Commission for the Prudential Supervision of Investment 
Firms, pursuant to Part Eight of EU regulation no. 575/2013 (the “Regulation”). Under this regulatory 
obligation, the Company is required to disclose information relating to its capital and the risks it faces, 
as well as to promote market discipline. The information disclosed in this report relate to the year 
ended 31st December 2017. 
 
This report is published and will be available on the Company’s websites at www.rmgh.eu. 

Any information not contained in this report was either not applicable based on the Company’s 
business and activities, or such information is considered as proprietary to the Company. Sharing such 
information with the public would undermine the Company’s competitive position. 
 
Basis of disclosures 
 
The report is presented in United States Dollars (US$), which is the Company's functional and 
presentation currency. 
 
As at 31 December 2017, the Company had an investment in a subsidiary (together the “Group”). As 
per the Cyprus Companies Law, Cap.113, the Company and its subsidiary constitute a small sized 
group and therefore the Company is exempted from the requirement of preparing consolidated 
financial statements. 
 
In addition, this report has been prepared on a standalone basis since the subsidiary company is a 
mutual fund and thus the Group is not subject to Consolidated Supervision. 
 

 2017 

Profit on disposal and revaluation of financial assets at 
fair value through profit or loss 

US$135.827 

No. of employees on full time equivalent basis 7 

(Loss)/Profit before tax US$(436.877) 

Tax US$(10.961) 

(Loss)/Profit after tax US$(447.838) 

Received public subsidies NIL 

Return on assets (5,143)% 
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Reporting Frequency 
 
The Company’s policy is to publish the disclosures required on an annual basis. Should there be a 
material change in approach used for the calculation of capital, business structure or regulatory 
requirements, the frequency of disclosure will be reviewed. 
 
The Company’s Pillar 3 disclosures are subject to internal review and validation prior to being 
submitted to the Board for approval.  
 
The Company’s Pillar 3 disclosures have been reviewed and approved by the Board. In addition, the 
Remuneration disclosures of this document have been reviewed by the Board which has responsibility 
of the Remuneration Policy in the absence of a Remuneration Committee. 
 
Corporate Governance – Board and Committees 
 
Board of Directors 
 
The Board has overall responsibility for the business. It sets the strategic aims for the business, in line 
with delegated authority from the shareholder and in some circumstances subject to shareholder 
approval, within a control framework, which is designed to enable risk to be assessed and managed. 
The Board satisfies itself that financial controls and systems of risk management are robust. The Board 
comprises of 2 executive directors and 2 independent non-executive directors. 
 

Full name of Director Position/Title Capacity Country 

Natalya Gutsal  Director Executive Director, “4 eyes” Cyprus 

Ekaterina Zubakova  Director Executive Director, “4 eyes” Cyprus 

Nicolas Sparsis  Director Non-Exe. Director, Independent Cyprus 

Michael Kleopas  Director Non-Exe. Director, Independent Cyprus 

 

Board recruitment policy 

Recruitment of Board members combines an assessment of both technical capability and competency 

skills referenced against the Company’s regulatory and operational framework. It seeks to resource 

the specific experience and skills needed to ensure the optimum blend (diversity) of individual and 

aggregate capability having regard to the Company’s long term strategic plan. 

The persons proposed for appointment to the Board should commit the necessary time and effort to 

fulfill their obligations. Prior to their appointment the proposed persons should obtain the approval of 

the Commission. 

Main factors influencing the decision to propose the appointment of potential Directors include: 

 Integrity and honesty 

 High business acumen and judgment 

 Knowledge of financial matters including understanding of financial statements and important 
financial ratios 

 Knowledge and experience relevant to financial institutions 

 Risk Management experience 

 Specialized skills and knowledge in finance, accounting, law, or related subject. 
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Governance Committees 

The Company has not formed any governance committees since the current scale and complexity of 

its operations does not require such level of elaborate governance oversight to adequately monitor its 

operational effectiveness and its potential risks. 

Number of Directorships held by the Board members 

Full name of Director Position/Title Executive Non-Executive 

Natalya Gutsal  Director 1 0 

Ekaterina Zubakova  Director 2 2 

Nicolas Sparsis  Director 1 2 

Michael Kleopas  Director 1 2 

 

Risk Management 

There is a formal structure for monitoring and managing risks across the Company comprising of 
detailed risk management frameworks (including policies and supporting documentation) and 
independent governance and oversight of risk. 

The Company is exposed to a variety of risks as analysed below. The Company’s continuous aim is to 

reduce the risks to which it is exposed and this is demonstrated by the maintenance of effective 

processes in identification, assessment, monitoring and management of risks. Internal audit and risk 

management are responsible to perform their duties in line with the set risk management procedures.  

The Internal Auditor is responsible for conducting independent reviews of the Company’s 

departments and functions to ensure that Internal controls that are in place are being adhered to. The 

Internal Auditor reports to the Board of Directors (“BoD”). 

The Risk Management (“RM”) Committee is dedicated primarily to managing the credit, market and 

operational risks of the Company, resulting from the Company’s operations, and as part of its 

responsibilities it has to set out, approve and regularly update the policies, arrangements and 

procedures, which form the risk strategy, as well as to monitor all risks on an ongoing basis. The RM 

Committee meets regularly throughout the year. 

The Board of Directors is responsible for overlooking the operations of the Company. The Board of 

Directors ultimately approves the objectives and strategic direction of the Company and the Internal 

Procedures of the Company, as these are described in the Company’s Internal Procedures Manual. 

Other important committees/departments of the Company are: the four eyes, the Compliance Officer, 

the Investment Committee, the back office and the accounting department. 

The Four Eyes is a two member team consisting of two executives of the BoD. The Four Eyes members 

are effectively directing the business of the Company and are jointly responsible for it. They report 

directly to the BoD.  
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The Investment Committee has the main responsibility to develop and monitor the investment 

strategy, in view of economic conditions and any relevant factors, to be followed by the Company in 

its relevant activities. 

The Compliance Officer is responsible for the monitoring of the day to day operations of the Company 

and the actions of its personnel aiming to ensure the overall compliance of the Company with laws 

and relevant directives imposed by the CySEC and the Central Bank of Cyprus. The duties of the 

Compliance Officer include but are not limited to the following: 

 Monitoring of the procedures for the prevention of money laundering and terrorist financing 

and receiving information about suspicious transactions 

 Supervision of staff and activities to ensure adherence to the legislative framework that 

governs the Company and setting up of internal policies and procedures in order to enhance 

compliance where needed 

 Continuous supervision and evaluation of Compliance mechanisms and presentation to the 

Board of Directors proposals for its improvement 

 

The Back Office is responsible for the daily checking and reconciliation of transactions entered in the 

Company’s systems, while the Accounting department is responsible for the correctness, accuracy and 

completeness of the accounting entries of all transactions.  

Risk Appetite 

Risk Appetite limits the risks which the business can accept in pursuit of its strategic objectives. Risk 

Appetite is formally reviewed annually and is monitored on an on-going basis for adherence. The 

Company’s strategy, business plan and capital and liquidity plans are set with reference to Risk 

Appetite. 

The Board approves the Risk Appetite, which defines the level of risk that the Company is prepared to 

accept to achieve its strategic objectives and is translated into specific risk measures that are tracked, 

monitored and reported to the Board. The Risk Appetite framework has been designed to create clear 

links to the strategic long term plan, capital planning, stress testing and the Company’s risk 

management framework. The review and approval process is undertaken at least annually.  

The Board approves the Company’s business plans, budget, Internal Capital Adequacy Assessment 

Process (ICAAP) and also monitor’s the Company’s risk profile and capital adequacy position. 

Risk Identification 

The Risk Identification process provides guidance on the sources to investigate and research in order 

to identify new and emerging risks and sets out consistent principles, which should be applied. 

Risk Assessment 

The Risk Assessment process is the means through which the Company understands and estimates the 

effect of risk on the business and the processes, systems and controls that mitigate those risks to an 

acceptable level. 
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Risk Management Function 

The Risk Management Function operates under the Risk Management Committee who reports directly 

to the Board.  

Stress Testing 

Stress Testing is the process by which the Company’s business plans are subjected to severe stress 

scenarios in order to assess the impact of those potential stresses on the Company’s business 

including the projected capital and liquidity positions. 

Board Declaration - Adequacy of the Risk Management arrangements 

The Board of Directors is ultimately responsible for the risk management framework of the Company. 

The risk management framework is the totality of systems, structures, policies, processes and people 

within the Company that identify, assess, mitigate and monitor all internal and external sources of risk 

that could have a material impact on the Company’s operations. 

The Board is responsible for reviewing the effectiveness of the Company’s risk management 

arrangements and systems of financial and internal control. These are designed to manage rather than 

eliminate the risks of not achieving business objectives, and – as such – offer reasonable but not 

absolute assurance against fraud, material misstatement and loss. 

The Board considers that it has in place adequate systems and controls with regard to the Company’s 

profile and strategy and an appropriate array of assurance mechanisms, properly resourced and 

skilled, to avoid or minimize loss. 

Board Risk Statement 

Considering its current nature, scale and complexity of operations, the Company has developed a 

policy that establishes and applies processes and mechanisms that are most appropriate and effective 

in monitoring activities. 

The aim is to promptly identify, measure, manage, report and monitor risks that interfere with the 

achievement of the Company’s strategic, operational and financial objectives. The policy includes 

adjusting the risk profile in line with the Company’s stated risk tolerance to respond to new threats 

and opportunities in order to minimize risks and optimize returns.  

Risk appetite measures are integrated into decision making, monitoring and reporting processes, with 

early warning trigger levels set to drive any required corrective action before overall tolerance levels 

are reached. Risks are assessed systematically and evaluated as to the probability of a risk scenario 

occurring, as well as the severity of the consequences should they occur. 

The following table sets out a key measure used to monitor the Company’s risk profile: 
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Risk Area Metrics Comment Measures 

Capital Core Equity Tier1 

(CET1),  

 

Tier 1 (T1)  

 

Total capital ratio 

(TCR), and 

 

Capital 

Conservation 

Buffer (CCB) 

The Company’s objective is to 

maintain regulatory ratios well above 

the minimum thresholds set by Cysec. 

It therefore aims to maintain its 

capital ratios at least 2% points above 

the required level (regulator’s current 

limits: 4,5% CET1, 6% T1, 8% TCR and 

1,25% CCB). 

CET1: 40,74% 

 

 

Tier1: 40,74% 

 

Total capital ratio: 

40,74% 

 
Capital Management 
 
The adequacy of the Company’s capital is monitored by reference to the rules established by the Basel 
Committee as adopted by CySEC. The Company is subject to compliance with Directive DI144-2014-14 
of the Cyprus Securities and Exchange Commission for the Prudential Supervision of Investment Firms, 
pursuant to Part Eight of EU regulation no. 575/2013. Basel II consists of three pillars: (I) minimum 
capital requirements, (II) supervisory review process and (III) market discipline.   
 
Pillar I – Minimum Capital Requirements 
 
The Company adopted the Standardised approach for Credit and Market risk and the Basic Indicator 
approach for Operational risk.  

 
According to the Standardised approach for credit risk in calculating the minimum capital 
requirement, risk weights are assigned to exposures, after the consideration of various mitigating 
factors, according to the exposure class to which they belong. For exposures with institutions, the risk 
weight also depends on the term of the exposure (more favourable risk weights apply where the 
exposure is under three months).  The categories of exposures the Company is exposed to with 
regards to credit risk are deposits with banks, trade and other receivables and fixed assets. 

 
The Standardised measurement method for the capital requirement for market risk adds together the 
long and short positions of foreign exchange risk according to predefined models to determine the 
capital requirement. The main sources of foreign exchange risk for the Company are certain bank 
balances in foreign currencies and exposures in investments at fair value denominated in foreign 
currencies. Another element of the market risk is the position risk which applies specific percentages 
over the net positions in listed financial instruments to account for the specific and general risk. 

 
For operational risk, the Basic Indicator approach calculates the average, on a three year basis, of net 
income to be used in the risk weighted assets calculation.  This includes the average over a 3 year 
period of management fees, interest income and broker research income (net of research costs). 

 
Pillar II – The Supervisory Review Process (SRP) 

 
The Supervisory Review Process provides rules to ensure that adequate capital is in place to support 
any risk exposures of the Company in addition to requiring appropriate risk management, reporting 
and governance structures. Pillar II covers any risk not fully addressed in Pillar I, such as concentration 
risk, reputation risk, business and strategic risk and any external factors affecting the Company. 
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Pillar II connects the regulatory capital requirements to the Company’s internal capital adequacy 
assessment procedures (ICAAP) and to the reliability of its internal control structures. The function of 
Pillar II is to provide communication between supervisors and investment firms on a continuous basis 
and to evaluate how well the investment firms are assessing their capital needs relative to their risks. 
If a deficiency arises, prompt and decisive action is taken to restore the appropriate relationship of 
capital to risk. 
 
Pillar III – Market discipline 

 
Market Discipline requires the disclosure of information regarding the risk management policies of the 
Company, as well as the results of the calculations of minimum capital requirements, together with 
concise information as to the composition of original own funds. In addition the results and 
conclusions of ICAAP are disclosed. 
 
According to the CySEC Directive, the risk management disclosures should be included in either the 
financial statements of the investment firms if these are published, or on their websites.  In addition, 
these disclosures must be verified by the external auditors of the investment firm. The investment 
firm will be responsible to submit its external auditors’ verification report to CySEC.  The Company has 
included its risk management disclosures, as per the Directive, on its website as it does not publish its 
financial statements.  Verification of these disclosures has been made by the external auditors and 
sent to CySEC. 

Own Funds 

 
The Company maintains only Common Equity Tier I capital as eligible own funds. Own funds consist 
mainly of paid up share capital from which audited current year profits, intangible assets and 
contribution to Investors Compensation Fund are deducted. 
A breakdown of the eligible own funds, is presented below: 
 

 2017 

Item US$000 

Ordinary Share Capital 1.201 

Opening Reserves 3.856 

Audited profit and loss for the year (448) 

Intangible Assets (0) 

Compensation of Investor Clients of IFs Fund (137) 

Total Eligible Own Funds 4.472 

 
Ordinary share capital comprises of 600.000 shares with nominal value €1,71 each. 
 
Capital Requirements 

 
The primary objective of the Company’s capital management is to ensure that the Company complies 
with externally imposed capital requirements and that the Company maintains healthy capital ratios in 
order to support its business and to maximise shareholders’ value. 

 
The Company manages its capital structure and makes adjustments to it in light of changes in 
economic conditions and the risk characteristics of its activities.  
 
CySEC requires each investment firm to maintain a minimum ratio of capital to risk weighted assets of 
8%. The CySEC has also decided to impose a Capital Conservation Buffer of 1,25% for the period on the 
total exposure amount bringing the total capital ratio requirement to 9,25%. CySEC may impose 
additional capital requirements for risks not covered by Pillar I. 
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During 2017, the Company has fully complied with all 
externally imposed capital requirements as shown in 
the table below. 

2017 2017 

 US$000  

Total Capital (Own Funds) 4.472 Cap. Requirements 
(8%) 

   

Risk weighted assets – Credit Risk 3.583 287 

Risk weighted assets – Position Risk 5.365 429 

Risk weighted assets – Foreign Currency Risk 979 78 

Risk weighted assets – Operational Risk 1.049 84 

Total Risks 10.976 878 

   

Total Capital Adequacy Ratio  40,74% 

 

Under the Law, Own Funds consists mainly of paid up share capital, share premium, retained earnings 

less any proposed dividends, contribution to the Investors Compensation Fund, translation differences 

and current year losses. Audited current year loss are added to own funds. 

 
The Capital adequacy ratio is 40,74% which is much higher than the minimum required 9,25%. 
 
Market Risk 
 
The Company follows the Standardized Approach for calculating the minimum capital requirements 
for market risk. Market Risk is the risk of losses on the balance sheet positions arising from changes in 
market prices. 
 
The Company is exposed to the following risks: 
 

 Foreign Exchange Risk 

 Position Risk 

 Cash Flow and Fair Value Interest Rate Risk 
 

Foreign Exchange Risk 
 
The Company is exposed to foreign exchange risk which is the risk that the value of financial 
instruments will fluctuate due to changes in foreign exchange rates. Foreign exchange risk arises when 
future commercial transactions and recognised assets and liabilities are denominated in a currency 
that is not the Company’s functional currency.  
 
Transactions in foreign currencies are translated at the rates of exchange which approximate those 
applicable at the date of each transaction. 
 
At the year-end the Company had certain receivables, payables and cash balances denominated in 
foreign currencies. The main currencies, whose fluctuations may have an impact on the results of the 
Company, are the Euro, the British Pound, the Russian Rubble and the Uzbekistan Som. 
 
Management monitors the exchange rate fluctuations on a continuous basis and acts accordingly. 
 
The table below shows the Company’s exposure to Foreign Exchange Risk (Market Risk). 
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 Exposure to foreign exchange risk 

 2017 

 Assets 
(Long) 

Liabilities 
(Short) 

Overall Net FX 
Position 

 US$000 US$000 US$000 

EUR 950 (255) 695 

GBP 3 (3) - 

RUR 284 - 284 

UZS 13 (13) - 

Total  1.250 (271) 979 

Foreign exchange risk    979 

Capital Base   4.472 

2 % Capital Base   89 

    

Foreign Exchange Risk (8% of total foreign 
exchange position) 

  78 

 
Cash Flow and Fair Value Interest Rate Risk 
 
Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in 
market interest rates. The Company’s income and operating cash flows are substantially independent 
of changes in market interest rates. Other than cash at bank, loans receivable and non-current 
borrowings, which bear interest at normal commercial rates, the Company has no other significant 
interest bearing financial assets or liabilities. The Company’s management monitors the interest rate 
fluctuations on a continuous basis and acts accordingly. 
 
Position Risk 
 
The position risk on a traded debt instrument or equity (or debt or equity derivative) shall be divided 
into two components. The first shall be its specific-risk component — this is the risk of a price change 
in the instrument concerned due to factors related to its issuer or, in the case of a derivative, the 
issuer of the underlying instrument. The second component shall cover its general risk — this is the 
risk of a price change in the instrument (in the case of a traded debt instrument or debt derivative) 
due to a change in the level of interest rates (or in the case of an equity or equity derivative) to a 
broad equity-market movement unrelated to any specific attributes of individual securities. 
 

  Exposure to position risk 

  2017 

 Risk capital 
charge 

Net Position 
Of listed & 

Unlisted 
Investments 

Capital 
Requirements 

  US$000 US$000 

General Risk 8% 2.682,3 214,6 

Specific Risk 8% 2.682,3 214,6 

    

Position Risk  5.365 429 

    

 
The Company's management monitors the capital requirements for position risk against total assets 
on a continuous basis and acts accordingly. 
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Credit Risk 
 
In the ordinary course of business, the Company is exposed to credit risk, which is monitored through 
various control mechanisms. Credit risk arises when a failure by counterparties to discharge their 
obligations could reduce the amount of future cash inflows from financial assets on hand at the 
reporting date.  
 
Cash balances are held with high credit quality financial institutions. The Company’s management 
reviews the credit exposure to any financial institution and acts accordingly. 
 
The calculation of the capital requirement for credit risk is based on the Standardized Approach. 
 
Analysis of Exposures by Credit Quality Step 

According to Article 119 of the Capital Requirements Regulations (CRR), exposures to institutions of a 
residual maturity of three months or less denominated and funded in the national currency of the 
borrower shall be assigned a risk weight that is one category less favorable than the preferential risk 
weight, as described in Article 114(4) to (7) of the CRR, assigned to exposures to the central 
government in which the institution is incorporated in accordance with Table 1 below. 

Table 1 

Credit Quality Step 1 2 3 4 5 6 

Risk Weight 0% 20% 50% 100% 100% 150% 

 
Exposures to Member States' central governments, and central banks denominated and funded in the 
domestic currency of that central government and central bank shall be assigned a risk weight of 0%. 
 
Until 31 December 2017, the same risk weight shall be assigned in relation to exposures to the central 
governments or central banks of Member States denominated and funded in the domestic currency of 
any Member State as would be applied to such exposures denominated and funded in their domestic 
currency. 
According to Article 119 of the CRR, exposures to institutions for which a credit assessment by a 
nominated ECAI is available shall be risk-weighted in accordance with the Tables 3 and 4 below.  
 
Exposures to institutions with a residual maturity of more than three months: 

Table 3 

Credit Quality Step 1 2 3 4 5 6 

Risk Weight 20% 50% 50% 100% 100% 150% 

 
Exposures to an institution of up to three months (for exposures in a currency other than the national 
currency of the borrower): 

Table 4 

Credit Quality Step 1 2 3 4 5 6 

Risk Weight 20% 20% 20% 50% 50% 150% 

 
Exposures to institutions for which a credit assessment by a nominated ECAI is not available shall be 
assigned a risk weight according to the credit quality step to which exposures to the central 
government of the jurisdiction in which the institution is incorporated are assigned in accordance with 
Table 5. 
 

Table 5 

Credit Quality Step 1 2 3 4 5 6 

Risk Weight 20% 50% 100% 100% 100% 150% 
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Given the above, the Company uses a nominated ECAI to derive to the following Risk weighted 
exposure on risk-weighted assets of residual maturity of less than 3 months and of residual maturity of 
more than 3 months (both rated and unrated). 
 
The Company uses the credit ratings assigned by Moody’s. 
 

 
*This amount relates to the investment in subsidiary and has been risk-weighted in accordance with 
the provisions of article 89. The Company has applied a risk weight of 1250% to the amount in excess 
of 15% of eligible capital.  
 

 
Risk 

Weight 
CQS1 CQS2 CQS3 CQS4 CQS5 CQS6 Unrated Total 

Institutions 

0%         

20%  3.201   1 74  3.276 

50%     363   363 

100%         

150%      49  49 

1250%         

Corporate 

0%         

20%         

100%    248   794 1.042 

150%         

1250%         

Other Items 

0%         

20%         

100%       387 387 

150%         

1250%         

Qualifying 
Holding 

0%         

20%         

100%         

150%         

1250%       770* 770 

Total exposure 
value 

 - 3.201 - 248 364 123 1.951 5.887 
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Maximum exposure to credit risk 
 
The table below shows the maximum exposure to credit risk. 
 

 Maximum exposure to credit risk 

 2017 

 US$000 

Risk weighted assets:  

Tangible assets 378 

Receivables from Corporates 1.042 

Receivables from Retails & Other Assets 9 

Cash and cash equivalents 910 

Investments in subsidiaries 1.244 

Total risk weighted assets 3.583 

  

Credit Risk (8% of total risk weighted assets) 287 

 
Credit Risk – Risk Weighted Assets by Geographical distribution of the exposure classes 
 
Based on the Directive, Section 4, Paragraph 32 (Article 442(d) of Regulation 575/2013) the CIF shall 
disclose the geographical distribution of the exposures, broken down in significant areas by material 
exposures classes. The geographical distribution of the exposure classes of the Company are as 
follows:  
 

31 December 2017 

Geographical Distribution of the Exposures  

US$000 

Exposure class  Cyprus Russia 
United 

Kingdom 
Other Total 

Institutions 487               -  3.201 -  3.688 

Other assets and 
receivables 410 250   5    764    1.429  

Investment in 
subsidiary - - - 770 770 

Public sector entities - -  -  -  -  

Equity -           - - 
 

-   

Total  897 250 3.206 1.534 5.887 

 

Exposure Type 
Exposure Value -Solo 

$000 

<3 months 

maturity 

>3 months 

maturity 

Risk 

Weighted 

On Balance Sheet items 5.887 4.736 1151 3.583 

Institutions 3.688 3.684 4 910 

Corporates 1.042 1.042 - 1.042 

Other 387 9 378 387 

Qualifying Holding 770  770 1.244 
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Operational Risk 
 
Operational risk is the risk of loss arising from fraud, unauthorized activities, error, omission, 
inefficiency, systems failure or external events. It is inherent in every business organization and covers 
a wide range of issues. 
 
The Company manages operational risk through a control-based environment in which processes are 
documented and transactions are reconciled and monitored. This is supported by a program of audits 
undertaken by the Internal Auditors of the Company and by continuous monitoring of operational risk 
incidents to ensure that past failures are not repeated. 
 
The calculation of the capital requirement for operational risk is based on the Basic Indicator 
Approach. 
 
The table below shows the Company’s exposure to Operational Risk: 
 

 2017  2016  2015  Average  

 US$000 US$000 US$000 US$000 

Total Net Income from 
Activities 

284 835 -398 559 

 
Under the Basic Indicator Approach, the capital requirement for operational risk is equal to 15% of the 
above relevant indicator. The relevant indicator is the average over 3 years of the sum of the net 
income. If for any given observation, the sum of net income is negative or equal to zero, this figure 
shall not be taken into account in the calculation of the 3-year average. The relevant indicator shall be 
calculated as the sum of positive figures divided by the number of positive figures. The Company 
generated losses in 2015 therefore, the relevant indicator is the average over the years 2016 and 2017 
of the sum of the net income. The capital requirement equals to 15% of the relevant indicator of 
US$559.000 resulting in US$84.000. 
 
Other Risks 
 
Liquidity Risk  
 
Liquidity risk is the risk that the Company may not have sufficient liquid financial resources to meet its 
obligations when they fall due, or would have to incur excessive costs to do so. The Company’s policy 
is to maintain adequate liquidity and contingent liquidity to meet its liquidity needs under both normal 
and stressed conditions. To achieve this, the Company assesses monitors and manages its liquidity 
needs on an on-going basis. 
 
At 31 December 2017, the carrying amounts of the Company’s exposure to liquidity risk is limited only 
to financial liabilities that comprised of trade and other payables of US$13.527 and bank loans of 
US$186.809. Trade and other payables have an average maturity term of approximately 90 days, while 
the bank loans have an average maturity term of more than five years. Further, the Company’s 
liabilities include clients’ trading accounts with a balance of US$3.857.003 as at 31 December 2017 
and for which equivalent cash amounts are held in separate bank accounts according to MIFID 
provisions. 
 
Concentration Risk 
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This includes large individual exposures and significant exposures to counterparties whose likelihood 
of default is driven by common underlying factors such as the economy, geographical location, 
instrument type etc. 
 
There is concentration of credit risk in regards to bank institutions. The Company is closely monitoring 
the creditworthiness of these institutions and the exposure to each individual institution and acts 
accordingly. Further, the Company has policies in place to monitor the exposure to each counterparty 
ensuring that the exposures are below the limits set by CySEC. 
 
Reputation Risk 
 
Reputation risk is the current or prospective risk to earnings and capital arising from an adverse 
perception of the image of the Company on the part of customers, counterparties, shareholders, 
investors or regulators. Reputation risk could be triggered by poor performance, the loss of one or 
more of the Company’s key directors, the loss of large clients, poor customer service, fraud or theft, 
customer claims and legal action, regulatory fines. 
 
The Company has policies and procedures in place when dealing with possible customer complaints in 
order to provide the best possible assistance and service under such circumstances. In addition, the 
Company’s Directors are made up of high caliber professionals who are recognized in the industry for 
their integrity and ethos; this adds value to the Company. 
 
Strategic Risk 
 
This could occur as a result of adverse business decisions, improper implementation of decisions or 
lack of responsiveness to changes in the business environment. The Company’s exposure to strategic 
risk is moderate as policies and procedures to minimize this type of risk are implemented in the overall 
strategy of the Company.  
 
Business Risk 
 
This includes the current or prospective risk to earnings and capital arising from changes in the 
business environment including the effects of deterioration in economic conditions. Research on 
economic and market forecasts are conducted with a view to minimize the Company’s exposure to 
business risk. These are analyzed and taken into consideration when implementing the Company’s 
strategy. 
 
Capital Risk Management 

 
This is the risk that the Company will not comply with capital adequacy requirements. The Company’s 
objectives when managing capital are to safeguard the Company’s ability to continue as a going 
concern in order to provide returns for shareholders and benefits for other stakeholders. The 
Company has a regulatory obligation to monitor and implement policies and procedures for capital 
risk management.  Specifically, the Company is required to test its capital against regulatory 
requirements and has to maintain a minimum level of capital. This ultimately ensures the going 
concern of the Company. Such procedures are explained in detail in the Policy and Internal Operations 
manual of the Company. 

 
The Company is further required to report on its capital adequacy each quarter and has to maintain at 
all times a minimum capital adequacy ratio which is set at 8%. The CySEC has also decided to impose a 
Capital Conservation Buffer of 1,25% for the period on the total exposure amount bringing the total 
capital adequacy ratio requirement to 9,25%. The capital adequacy ratio expresses the capital base of 
the Company as a proportion of the total risk weighted assets. Management monitors such reporting 
and has policies and procedures in place to help meet the specific regulatory requirements. This is 
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achieved through the preparation on a monthly basis of management accounts to monitor the 
financial and capital position of the Company and the Company. 
 
 
 
Regulatory Risk 
 
Regulatory risk is the risk the Company faces by not complying with relevant Laws and Directives 
issued by its supervisory body. If materialized, regulatory risk could trigger the effects of reputation 
and strategic risk. The Company has documented procedures and policies based on the requirements 
of relevant Laws and Directives issued by the Commission; these can be found in the Internal 
Operations Manual. Compliance with these procedures and policies are further assessed and reviewed 
by the Company’s Internal Auditors and suggestions for improvement are implemented by 
management. The Internal Auditors evaluate and test the effectiveness of the Company’s control 
framework at least annually. Therefore the risk of non-compliance is very low. 
 
Legal and Compliance Risk 
 
This could arise as a result of breaches or non-compliance with legislation, regulations, agreements or 
ethical standards and have an effect on earnings and capital. The probability of such risks occurring is 
relatively low due to the detailed internal procedures and policies implemented by the Company and 
regular reviews by the Internal Auditors. The structure of the Company is such to promote clear 
coordination of duties and the management consists of individuals of suitable professional experience, 
ethos and integrity, who have accepted responsibility for setting and achieving the Company’s 
strategic targets and goals. In addition, the board meets at least annually to discuss such issues and 
any suggestions to enhance compliance are implemented by management. 
 
Information Technology (IT) Risk 
 
IT risk could occur as a result of inadequate IT and processing, or arise from an inadequate IT strategy 
and policy or inadequate use of the Company’s IT. The Company’s Business Continuity Plan addresses 
the consequences of IT risk. Specifically, policies have been implemented regarding back-up 
procedures, software maintenance, hardware maintenance, use of the internet and anti-virus 
procedures. Materialization of this risk has been minimized to the lowest possible level. 
 
Leverage 

The Company’s Leverage Ratio using the fully phased-in definition of Tier 1 is the same as the Leverage 
Ratio using the transitional definition of Tier. 

Breakdown of total exposures: 
 

 2017 

 US$000 

On-balance sheet items  5.887 

Derivative exposures - 

Off-balance sheet exposures - 

Tier 1 Capital 4.472 

Total Exposures 5.887 

Leverage ratio 75,96% 

 
Remuneration policy and practices 
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The current remuneration policy is accepted in compliance with the requirements of Directive DI144-
2014-14 for the capital adequacy. For the purposes of this policy, remuneration represents salaries 
paid and other financial and material incentives, including benefits associated with retirement. 
 
 
 
The current policy concerns the following staff categories of the Company: 

A. Senior management staff; 
B. Employees, whose activities are associated with risk taking; 
C. Employees with management functions; 
D. Any employee receiving total remuneration that takes them into the same remuneration 

bracket as senior management and risk takers, whose professional activities have a material 
impact on their risk profile whose activities have a significant influence on the risk profile of 
the Company. 

 
Remuneration policy 
 
The Company’s remuneration policy is the responsibility of the Board of Directors and is approved and 
adopted by the Board of Directors of the Company. The remuneration of the Company’s employees is 
based on fixed salaries with discretionary bonus. The Company determines only the fixed 
remuneration of the staff, while a variable component of the remuneration is applicable upon 
discretion of the Board of Directors to the Senior Management. 
 
The fixed remuneration of each of the individuals, for whom this policy is of concern, is determined in 
an individual contract with that person/service contract with the service provider. The size of the 
remuneration shall be determined by the current labor market. The fixed remuneration is not 
performance-related.  
 
The Company does not provide for benefits for the employees or management, concerning 
retirement. 
 
The Board of Directors takes measures to ensure that the Remuneration Policy is not violated through 
use of vehicles or methods that facilitate avoidance of the Policy.  
 
The Company does not take advantage of any government aid. 
 
The employees with control functions are independent of the employees of the Company over whom 
they exercise control and are compensated according to the fixed remuneration, which takes account 
of achievement of goals related to their functions. 
 
Board of Directors controls directly the remuneration of senior management in the field of risk 
management and compliance. 
 
Terms and conditions for adoption, amendment and periodic review of policy 

The Policy is the responsibility of the Board of Directors. There is no Remuneration Committee 
established. The remuneration policy is approved and adopted by the Board of Directors of the 
Company. 

The Board of Directors is responsible for the execution and application of the remuneration policy. The 
Board of Directors periodically reviews the remuneration policy, at least once per year, and in case of 
necessity, more frequently.  
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The Internal Auditor in the Company makes a mandatory review of the implementation of the current 
policy at least once a year. In case of discrepancies found or the need for a change or adjustment of 
the policy, the Internal Auditor promptly informs the Board of Directors. 
 
 

 

Remuneration for 2017 

The remuneration of the Executive and Non-Executive Directors for 2017 is as shown in the table 
below. The remuneration below includes contributions to the Social Insurance Services etc. and it is 
analysed as follows: 

Item Description Executive and Non-Executive Directors  

 US$000 

Salaries and other earnings 205 

Employer’s contributions  15 

Total 220 

Number of beneficiaries 4 

 
The remuneration is fixed and paid in cash. No deferred remunerations or severance payments have 
been awarded during the year. 


